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$79,645,000
Massachusetts Bay Transportation Authority
Senior Sales Tax Bonds
Variable Rate Demand Obligations 2009 Series A

Dated: Date of Delivery Due: July 1, as shown below
Initial
Long-Term Initial Mandatory
Maturity Amount Interest Rate Yield Tender Date CUSIP=
2030 $79,645,000 2.00% 0.68%" February 17, 2010 575579UZ8
$39,365,000

Massachusetts Bay Transportation Authority
Senior Sales Tax Bonds

2009 Series B
Dated: Date of Delivery Due: July 1, as shown below
Maturity Amount Rate Yield CUSIP*
2017 $16,180,000 5.00% 2.58% 575579VD6
2017 3,050,000 3.00 2.58 575579VC8
2018 16,135,000 5.00 2.82 575579VF1
2018 4,000,000 4.00 2.82 575579VE4

"Priced to the Initial Mandatory Tender Date.

* Copyright, American Bankers Association. CUSIP data herein are provided by Standard & Poor’s, CUSIP Service
Bureau, a division of The McGraw-Hill Companies, Inc. The CUSIP numbers listed above are being provided solely
for the convenience of Bondowners only at the time of issuance of the Bonds and the Authority does not make any
representation with respect to such numbers or undertake any responsibility for their accuracy now or at any time in the
future. The CUSIP number for a specific maturity is subject to being changed after the issuance of the Bonds as a result
of various subsequent actions including, but not limited to, a refunding in whole or in part of such maturity or as a
result of the procurement of secondary market portfolio insurance or other similar enhancement by investors that is
applicable to all or a portion of certain maturities of the Bonds.
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IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY
OVER ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET
PRICE OF SUCH BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME.

The information set forth herein has been obtained from the Authority and other sources which are
believed to be reliable, but, as to information from other than the Authority, it is not to be construed as a
representation by the Authority or the Underwriters. The information and expressions of opinion herein are
subject to change without notice and neither the delivery of this Official Statement nor any sale made
hereunder shall, under any circumstances, create any implication that there has been no change in the affairs
of the Authority since the date hereof, except as expressly set forth herein. The various tables may not add
due to rounding of figures.

The Underwriters have provided the following sentence for inclusion in this Official Statement. The
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of,
their responsibilities to investors under the federal securities laws as applied to the facts and circumstances
of this transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.

No dealer, broker, salesperson or other person has been authorized to give any information or to
make any representation other than those contained in this Official Statement, and, if given or made, such
other information or representations must not be relied upon as having been authorized by the Authority.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall
there be any sale of the Bonds offered hereby by any person in any jurisdiction in which it is unlawful for
such person to make such offer, solicitation or sale.

Information included in this Official Statement includes forward-looking statements about the
future that are necessarily subject to various risks and uncertainties (“Forward-Looking Statements”).
These Forward-Looking Statements are (i) based on the beliefs and assumptions of management of the
Authority and on information currently available to such management and (ii) generally identifiable by
words such as “estimates,” “expects,” “anticipates,” “plans,” “believes” and other similar expressions.
Events that could cause future results to differ materially from those expressed in or implied by Forward-
Looking Statements or historical experience include the impact or outcome of many factors that are
described throughout this Official Statement. Although the ultimate impact of such factors is uncertain,
they may cause future performance to differ materially from results or outcomes that are currently sought
or expected by the Authority.

9% ¢ EEEN13

All quotations from and summaries and explanations of provisions of laws, resolutions, the Bonds
and other documents herein do not purport to be complete; reference is made to said laws, resolutions, the
Bonds and other documents for full and complete statements of their provisions. Copies of the above are
available for inspection at the offices of the Authority and the Trustee.
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OFFICIAL STATEMENT
OF THE
MASSACHUSETTS BAY TRANSPORTATION AUTHORITY
PERTAINING TO ITS
$119,010,000
SENIOR SALES TAX BONDS
$79,645,000 Variable Rate Demand Obligations 2009 SERIES A
$39,365,000 2009 SERIES B

INTRODUCTION

The purpose of this Official Statement, which includes the cover page and the Appendices hereto, is
to furnish information in connection with the issuance by the Massachusetts Bay Transportation Authority
(the “Authority” or “MBTA”) of its $79,645,000 Senior Sales Tax Bonds, Variable Rate Demand
Obligations, 2009 Series A (the “Series A Bonds”) and its $39,365,000 Senior Sales Tax Bonds, 2009
Series B (the “Series B Bonds,” and together with the Series A Bonds, the “Bonds”) . Unless otherwise
defined herein, certain capitalized terms used herein shall have the meanings set forth in APPENDIX A —
“SUMMARY OF CERTAIN PROVISIONS OF THE SALES TAX BOND TRUST AGREEMENT —
Definitions” or, in the case of capitalized terms related to the Assessment Bond Trust Agreement
(hereinafter defined), the meanings set forth in APPENDIX C — “SUMMARY OF CERTAIN
PROVISIONS OF THE ASSESSMENT BOND TRUST AGREEMENT.”

The Bonds are authorized to be issued pursuant to the Enabling Act (hereinafter defined), and are to
be issued under the Sales Tax Bond Trust Agreement, dated as of July 1, 2000, between the Authority and
U.S. Bank National Association, Boston, Massachusetts, as successor trustee (the “Trustee”), as amended
(the “Trust Agreement”) and as supplemented by the Twenty-First Supplemental Trust Agreement
authorizing the issuance of the Series A Bonds (the “Twenty-First Supplemental Trust Agreement”) and by
the Twenty-Second Supplemental Trust Agreement authorizing the issuance of the Series B Bonds (the
“Twenty-Second Supplemental Trust Agreement, and together with the Trust Agreement, and the Twenty
First Supplemental Trust Agreement, the “Sales Tax Bond Trust Agreement”), each dated as of January 1,
2009, between the Authority and the Trustee.

The Series A Bonds are being issued for the purpose of (i) paying costs of the Authority in
accordance with the Enabling Act, including funding a portion of the Authority’s capital program; (ii)
funding a portion of the Senior Debt Service Reserve Fund for the Bonds; and (iii) paying the costs of
issuing the Bonds. See “SOURCES AND USES OF FUNDS.”

The Series B Bonds are being issued for the purpose of (i) advance refunding the Authority’s
outstanding Senior Sales Tax Bonds identified in Appendix G (the “Refunded Sales Tax Bonds™); (ii)
current refunding the Authority’s outstanding General Transportation System Bonds identified in Appendix
G (the “Refunded GTS Bonds,” and together with the Refunded Sales Tax Bonds, the “Refunded Bonds™);
and (iii) paying the costs of issuing the Bonds. See “SOURCES AND USES OF FUNDS” and “PLAN OF
REFUNDING.”

As used herein, the term “Senior Sales Tax Bonds” means the Bonds and all other Senior Sales Tax
Bonds previously or hereafter issued under the Trust Agreement on parity with the Bonds. The Trust
Agreement provides for the issuance of additional Senior Sales Tax Bonds and Subordinated Sales Tax
Bonds (collectively, the “Sales Tax Bonds”), and the Authority expects to issue additional Sales Tax Bonds
in the future. See “THE AUTHORITY — Capital Investment Program.”

The Bonds constitute special obligations of the Authority, secured as to the payment of principal
and Redemption Price, if any, of and interest thereon by a pledge of certain revenues and other moneys



received or derived under the Enabling Act thereof for the purposes and on the terms and conditions
provided therein, including without limitation, the greater of the base revenue amount or the dedicated
sales tax revenue amount, both as defined in the Enabling Act (“Dedicated Sales Tax”). See
“DEDICATED SALES TAX.” The Bonds constitute the eighteenth and nineteenth series of Sales Tax
Bonds to be issued under the Trust Agreement. See “SECURITY FOR THE SALES TAX BONDS” and
APPENDIX A — “SUMMARY OF CERTAIN PROVISIONS OF THE SALES TAX BOND TRUST
AGREEMENT.”

The Authority has no taxing power. Neither The Commonwealth of Massachusetts (the
“Commonwealth”) nor any political subdivision thereof (other than the Authority) shall be
obligated to pay the Bonds and neither the faith and credit nor the taxing power of the
Commonwealth or any such political subdivision thereof is pledged to such payment, except as
described herein.

Background

The Authority was originally created in 1964 pursuant to Chapter 161 A of Massachusetts General
Laws, as in effect prior to July 1, 2000 (the “Prior Act”), as a body politic and corporate and a political
subdivision of the Commonwealth to finance and operate mass transportation facilities within (and to a
certain extent, outside) its territory. The territorial area of the Authority consisted of 78 cities and towns in
the greater Boston metropolitan area.

Under the Prior Act, the Commonwealth provided various forms of financial assistance to offset the
Authority’s operating deficit. In order to finance its capital program, the Authority was authorized to issue
indebtedness secured by its general obligation. If the Authority lacked funds to pay such indebtedness, the
Commonwealth was obligated to pay such amount, to which obligation the Commonwealth’s full faith and
credit was pledged (the “Commonwealth Guaranty”). In addition, the Commonwealth entered into a
contract for financial assistance with the Authority pursuant to which the Commonwealth agreed to pay a
portion of the debt service on such indebtedness (“Section 28 Assistance”). Furthermore, the
Commonwealth paid to the Authority the total amount of expenses in excess of revenues (“Net Cost of
Service”). Net Cost of Service was paid in arrears upon certification by the Authority to the
Commonwealth. In order to meet current costs, the Authority received advances of the Net Cost of
Service or issued operating notes. The Commonwealth recovered a portion of the Net Cost of Service paid
to the Authority through amounts assessed on cities and towns in the Authority’s territory.

Pursuant to the Prior Act and in order to fund a portion of its capital program, the Authority
periodically issued bonds under the General Bond Resolution of the Authority adopted February 15, 1967,
as amended, and notes and entered into certain leases and other obligations, each of which was secured by a
combination of the Commonwealth Guaranty, Section 28 Assistance and the Commonwealth’s payment of
the Net Cost of Service. Such bonds, notes, leases and other obligations outstanding as of July 1, 2000 are
collectively referred to herein as the “Prior Obligations.” For information regarding the outstanding
principal amount of Prior Obligations, see “THE AUTHORITY — Indebtedness.”

Forward Funding

As part of its Fiscal Year 2000 annual appropriations act, Chapter 127 of the Acts of 1999 of the
Commonwealth, as amended (“Chapter 127” or the “Forward Funding Legislation”), the Commonwealth
repealed and restated the Prior Act effective July 1, 2000. The Prior Act as restated by Section 151 of
Chapter 127, together with Section 35T of Chapter 10 of Massachusetts General Laws, also enacted as part
of Chapter 127, as amended, are collectively referred to herein as the “Enabling Act.”

Commencing July 1, 2000, the Authority no longer received Net Cost of Service, which had been
unlimited, or Section 28 Assistance. Instead, under the Enabling Act, the Authority receives a dedicated
revenue stream consisting of the Assessments and the Dedicated Sales Tax (collectively, the “Dedicated
Revenues”). The Dedicated Sales Tax is equal to the greater of the base revenue amount (as defined in the
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Enabling Act) and the amount raised by a 1% statewide sales tax, which equals 20% of the existing
statewide 5% sales tax to be funded from existing sales tax receipts, subject to upward adjustment under
certain circumstances set forth in the Enabling Act. See “DEDICATED SALES TAX.” The Enabling Act
and the new financing mechanism for the Authority established thereunder have been referred to as
“Forward Funding” to reflect the fact that the Authority’s costs are no longer funded in arrears.

The Enabling Act expanded the territory of the Authority to 175 cities and towns, but aggregate
annual Assessments payable by such cities and towns were reduced in five equal amounts from
approximately $144 million in Fiscal Year 2001 to approximately $136 million in Fiscal Year 2006. After
2006, aggregate Assessments are adjusted annually for inflation but are not permitted to increase by more
than 2.5% per year. For further information regarding Assessments, see “ASSESSMENT BOND TRUST
AGREEMENT AND ASSESSMENTS.”

The Dedicated Revenues are credited upon receipt, without appropriation, to the
Commonwealth’s State and Local Contribution Fund (the “Fund” or the “State and Local Contribution
Fund”). Such amounts shall be disbursed to the Authority upon the request of the General Manager so
long as the Authority shall certify that it has provided in its budget each year for the payment of the Prior
Obligations due during such year. In connection with its Fiscal Year 2009 budget, the Authority certified
that it has provided for the payment of Prior Obligations during Fiscal Year 2009 in such annual budget.
See “SECURITY FOR THE SALES TAX BONDS — Provision for the Payment of Prior Obligations.”

In order to clarify certain procedural provisions in the Enabling Act, the Authority entered into a
Memorandum of Understanding, dated as of July 1, 2000, with the Executive Office for Administration
and Finance, the Office of the State Treasurer, the Office of the Comptroller and the Department of
Revenue (the “MOU”). In accordance with the MOU, the Assessments shall be deposited to the Fund
quarterly, on September 30, December 31, March 31 and June 30. The Dedicated Sales Tax is deposited
not later than the last business day of each month on account of the prior month.

Under the Enabling Act, the Dedicated Revenues are impressed with a trust for the benefit of
Authority bondowners. Furthermore, the Commonwealth covenants that while any Authority bonds or
notes secured by the Dedicated Revenues are outstanding and remain unpaid, the Dedicated Revenues
shall not be diverted, and, so long as the Dedicated Revenues are necessary for the purpose for which they
have been pledged, the rate of the sales tax shall not be reduced below the amount of the Dedicated Sales
Tax and annual aggregate Assessments shall not be reduced below $136,026,868. See “DEDICATED
SALES TAX” and “ASSESSMENT BOND TRUST AGREEMENT AND ASSESSMENTS.”

To the extent that the Dedicated Revenues are insufficient in any year to provide for the payment
of the Prior Obligations in such year, the Commonwealth shall remain liable to pay such Prior Obligations
to the same extent as under the Prior Act; provided, however, that any such payment by the
Commonwealth shall be repayable within five years by the Authority, without interest, from the
Dedicated Revenues.

Under the Enabling Act, the Authority is no longer authorized to issue indebtedness supported by
the Commonwealth Guaranty. Furthermore, the Commonwealth no longer shall pay Net Cost of Service
or Section 28 Assistance. Instead, in general, Authority indebtedness may be a general obligation of the
Authority or may be secured by a pledge or conveyance of all or a portion of revenues, receipts or other
assets or funds of the Authority, including without limitation, the Assessments and Dedicated Sales Tax.
Pursuant to the Sales Tax Bond Trust Agreement, the Bonds are secured by a pledge of the Dedicated
Sales Tax and, after meeting the obligations under an Assessment Bond Trust Agreement, dated as of July
1, 2000, as amended and supplemented (the “Assessment Bond Trust Agreement”), by and between the
Authority and U.S. Bank National Association, as successor trustee, Assessments, along with other
Authority revenues as described under “SECURITY FOR THE SALES TAX BONDS — Pledge Under the
Sales Tax Bond Trust Agreement.”



Additionally, pursuant to special legislation, the Authority may issue bonds in accordance with
the Enabling Act secured by appropriations from the Commonwealth, the proceeds of such bonds to be
used solely to finance or refinance the extension of commuter rail service to Fall River and New Bedford.

Under the Enabling Act, the Authority is required to meet all of its operating and capital
expenditures from Dedicated Revenues, federal assistance and revenues generated from operation of the
Authority’s system, including without limitation fare revenues and non-fare revenues (e.g., parking and
advertising revenues).

As shown in the table under the heading “DEDICATED SALES TAX,” since 2000 the growth in
the Dedicated Sales Tax has been much slower than overall historical trends. In addition, due to the limited
growth in the inflation index, the Authority has received an increase in the base revenue amount in some,
but not all, of the years since 2000. During such period, operating expenses have continued to and are
expected to continue to grow in the future based on the rising cost of health care, energy, paratransit
services, commitments under collective bargaining agreements and other factors. As described under “THE
AUTHORITY — Operations,” the Authority’s Fiscal Year 2009 is balanced, but relies on the refinancing and
defeasance of existing debt and utilization of all of the current balance in the Deficiency Fund and the
Capital Maintenance Fund. The Authority implemented a modified hiring freeze and has taken other steps to
cut costs and enhance revenues, including by certain increased parking fees, while not adversely affecting
service delivery. The Authority anticipates that a fare increase will be required during Fiscal Year 2010,
absent the availability of other revenue sources, together with further cost cutting and revenue enhancements
to meet expenses for Fiscal Year 2010 and beyond. However, the Bonds are secured by a first lien on
Dedicated Sales Tax and other Pledged Revenues, prior to the payment of operating expenses. See
“SECURITY FOR THE SALES TAX BONDS — Additional Indebtedness” for information regarding debt
service coverage on the Bonds.

The Authority has identified cost management and revenue enhancement initiatives which it
believes to be necessary to provide for the short-term and long-term operation and maintenance of the
Authority’s transportation system. There can be no assurance, however, that such initiatives can be
implemented or will provide sufficient financial resources to sustain the operation and maintenance of the
Authority’s transportation system. Under the Enabling Act, the pledge and receipt of Dedicated Revenues
is not contingent upon the Authority’s provision of transportation services. Subject to the limitations with
respect to the Assessments described under “ASSESSMENT BOND TRUST AGREEMENT AND
ASSESSMENTS” and with respect to the Dedicated Sales Tax described under “DEDICATED SALES
TAX,” the Authority’s failure to provide transportation services at current levels would not affect the
Commonwealth’s or the assessed cities’ and towns’ obligation or ability to provide the Dedicated
Revenues. See “ASSESSMENT BOND TRUST AGREEMENT AND ASSESSMENTS — Legal
Obligations of Assessed Cities and Towns” and “DEDICATED SALES TAX.”

Official Statement

There follows in this Official Statement a description of the Authority, together with summaries
of the terms of the Bonds and certain provisions of the Enabling Act, the Forward Funding Legislation,
the Sales Tax Bond Trust Agreement and the Assessment Bond Trust Agreement. All references herein to
the Enabling Act, the Forward Funding Legislation, the Sales Tax Bond Trust Agreement and the
Assessment Bond Trust Agreement are qualified in their entirety by reference to such law and documents,
copies of which are available from the Authority or the Trustee, and all references to the Bonds are
qualified in their entirety by reference to the definitive forms thereof and the information with respect
thereto contained in the Sales Tax Bond Trust Agreement.

Appendix A is a summary of certain provisions of the Sales Tax Bond Trust Agreement.
Appendix B sets forth certain information regarding conversion of the Series A Bonds. Appendix C is a
summary of certain provisions of the Assessment Bond Trust Agreement. Appendix D sets forth the
proposed form of opinion of Bond Counsel. Appendix E sets forth certain information regarding
Assessments and Local Aid. Appendix F sets forth the proposed Form of Continuing Disclosure
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Agreement to be executed by the Authority and the Trustee. Appendix G contains the list of Refunded
Bonds to be refunded with the proceeds of the Series B Bonds. Appendix H includes an allocation of the
Bonds for tax purposes as described under “TAX EXEMPTION.”

This Official Statement does not contain the audited financial statements of the Authority or
general financial and operating information about the Authority because the Bonds are secured by a first
lien on Dedicated Sales Tax and other Pledged Revenues (hereinafter defined) under the Sales Tax Bond
Trust Agreement and, as described herein, amounts available under the Assessment Bond Trust
Agreement, and not by the general obligation of the Authority, and the Dedicated Sales Tax is not derived
from or otherwise related to the Authority’s operations. See “THE AUTHORITY — Operations.” For
further information about the Authority, reference is made to the Authority’s most recent annual report
filed with each Nationally Recognized Municipal Securities Information Repository (“NRMSIR”)
pursuant to the Authority’s continuing disclosure undertaking for certain Prior Obligations, which report
includes audited financial statements, among other information.

THE AUTHORITY

The Authority was created in 1964 by the Prior Act and is a body politic and corporate and a
political subdivision of the Commonwealth. Under the Enabling Act, the territorial area of the Authority
consists generally of 175 cities and towns directly or indirectly receiving Authority service. The 175 cities
and towns are grouped into three categories, based upon the weighting of each member’s allocable
percentage of Assessments: (i) the 14 cities and towns; (ii) the 51 cities and towns; and (iii) the other
served communities. See APPENDIX E — “INFORMATION REGARDING ASSESSMENTS AND
LOCAL AID” for a list of such cities and towns grouped by such categories. The Authority finances and
operates mass transportation facilities within its territory and to a limited extent outside its territory and is
authorized to enter into agreements for providing mass transportation service by private companies,
including railroads.

Board of Directors

The Enabling Act provides that the affairs of the Authority shall be managed by a board of nine
directors (the “Board of Directors” or “Board”). The Secretary of the Executive Office of Transportation
of the Commonwealth (hereinafter called the “Secretary”) serves ex officio as the Chairman of the Board.
Eight directors are appointed by the Governor of the Commonwealth to serve two-year terms and are
eligible for reappointment. The directors appointed by the Governor shall consist of one selected from a
list provided by the Mayor of Boston, one selected from a list provided by the chief executive officers of
each of the 14 cities and towns, excluding Boston, and one selected from a list provided by the
metropolitan area planning council on behalf of the 51 cities and towns and other served communities. Of
the appointees of the Governor, one shall be experienced in transportation, one shall be a member of a
national or international labor organization, one shall be experienced in environmental protection, one
shall be experienced in administration and finance and one shall be experienced in consumer protection.
No more than five of the nine directors shall be members of the same political party. No fewer than seven
of the directors shall be residents of the Authority’s territory. Currently, there is one vacancy on the Board
resulting from the recent resignation of one of the appointees of the Governor.

Under the Enabling Act, the Board has the power to appoint and employ a General Manager and
other officers. The Enabling Act also provides that the Advisory Board, consisting of a representative of
each of the cities and towns paying Assessments, shall have certain specified powers, including the power
to approve the Authority’s long term capital program and annual operating budget or to subject the
operating budget to itemized reductions. The Enabling Act does not provide for the Authority to be a
debtor under the federal bankruptcy code.



The Authority’s directors are:

JAMES A. ALOISI, JR., Chairman, Boston, Massachusetts, ex officio.

Secretary of Transportation; former Assistant Attorney General Commonwealth of
Massachusetts; former Chief Legal Counsel Massachusetts Department of Revenue; former
Assistant Secretary of the Executive Office of Transportation and Construction; former General
Counsel Massachusetts Turnpike Authority; former Director in the Boston law firm of Goulston
& Storrs.

FERDINAND ALVARO, JR., Director, Marblehead, Massachusetts, term expires June 30, 2010.

Practicing attorney, Adorno and Yoss; former Vice President, Commercial and General
Counsel of BOC Process Systems; former Chief Executive Officer of the Cantarell Nitrogen
Company; formerly served on the boards of directors of U.S., Chilean, Columbian, Mexican,
and Venezuelan companies.

FRANK F. CHIN, Director, Boston, Massachusetts, term expires June 30, 2009.

Chairman of Chinatown Community, Incorporated; Member of Empowerment Zone Board;
former Purchasing Agent of the City of Boston; has served Chinatown/South Cove Neighborhood
Council and Board of Directors of the South Cove YMCA and New England Aquarium.

WILLIE J. DAVIS, Director, Newton, Massachusetts, term expires June 30, 2009.

Practicing attorney; board member of the Committee for Public Counsel Services; former United
States Magistrate Judge; former Assistant United States Attorney for the District of
Massachusetts; and former Assistant Attorney General of the Commonwealth of Massachusetts.

JANICE LOUX, Director, Boston, Massachusetts, term expires June 30, 2010.

President of Greater Boston Hotel Employees Local 26 Union; Treasurer of the Local 26 Trust
Funds; former Vice-President and Benefits Officer of Local 26.

BARON H. MARTIN, Director, East Wareham, Massachusetts, term expires June 30, 2008. Under
the Enabling Act, will continue to serve until reappointed or a successor is appointed.

Mediator for the Appeals Court for the Commonwealth of Massachusetts; Arbitrator; former First
Justice of the Wareham District Court; former First Justice of the Appellate Division of the
District Court Southern Division; former Special Justice of the Roxbury District Court; former
Adjunct Professor of Law at Southern New England Law School; and former First Assistant
General Counsel of the Metropolitan Transit Authority, the predecessor to the Authority.

GRACE S. SHEPARD, Director, Sherborn, Massachusetts, term expires June 30, 2009.

Representative, Metropolitan Area Planning Council Executive Committee; former President,
Secretary, and Treasurer of Metropolitan Area Planning Council Executive Committee;
formerly a Sherborn selectwoman.

DARNELL L. WILLIAMS, Director, Boston, Massachusetts, term expires June 30, 2009.

President and CEO of the Urban League of Eastern Massachusetts; former Manager of
Management Recruitment and Development at Massachusetts General Hospital; former
Diversity Consultant for Health Services for the Homeless; former President of the Springfield
branch of the National Association for the Advancement of Colored People (NAACP); and
former President of the NAACP New England Area Conference.



Administration
The Authority’s principal officers are as follows:
DANIEL A. GRABAUSKAS, General Manager, contract expires May 15, 2010.

Former Secretary, Executive Office of Transportation and Chairman, MBTA; Former Republican
Party nominee for State Treasurer; former Registrar of Motor Vehicles; former Director,
Massachusetts Office of Consumer Affairs and Business Regulation; former Chief of Staff,
Department of Economic Development; former trainer and election observer for non-profit
International Republican Institute; former Chief of Staff, Executive Office of Health and Human
Services; former Deputy Secretary, Executive Office of Communities and Development.

JONATHAN R. DAVIS, Deputy General Manager and Chief Financial Officer.
Former Budget Director, MBTA; former Vice-President and Controller, H.P. Hood, Inc.
WESLEY G. WALLACE, JR., Treasurer-Controller.

Former Deputy Treasurer-Controller, MBTA; former Consultant to Construction Department,
MBTA; former Assistant General Manager, Regional Transit Authority, New Orleans.

WILLIAM A. MITCHELL, JR., General Counsel.

Former Member of Cosgrove, Eisenberg and Kiley, P.C.; former Chief of the Civil Bureau,
Office of the Attorney General, Commonwealth of Massachusetts; former Chief of the Building
Construction Unit, Office of the Attorney General, Commonwealth of Massachusetts; former
Chairman, Contributory Retirement Appeal Board.

General

The MBTA is the oldest and fifth largest transit system in the country, operating subway,
trackless trolley, trolley, bus and commuter rail service throughout eastern Massachusetts. The Authority
is responsible for an estimated 1.1 million passenger trips every business day and operates over 46 miles
of rapid transit rail routes. Service is also provided by streetcars and light rail vehicles on 33 miles of
additional rail routes. The Authority owns more than 1,000 buses which cover routes totaling 710 miles.
The MBTA’s commuter rail service operates over 440 units of passenger rail equipment providing service
between Boston and 125 outlying rail stations. In addition, the MBTA provides a broad range of other
passenger services including commuter boats, “The Ride” servicing the elderly and the disabled, and
express buses.

As of January 1, 2009, the Authority employed approximately 5,800 full-time and approximately
600 part-time employees. Approximately 5,900 employees are represented by one of 28 labor
organizations. The largest, Local 589 Amalgamated Transit Union, represents nearly 3,600 Authority
employees. The collective bargaining agreement between the Authority and Local 589 Amalgamated
Transit Union expires on June 30, 2010 and was determined through arbitration between the parties
awarded in July 7, 2008.

Operations

Under the Enabling Act, the Authority is required to meet all of its expenditures, both operating
and capital, from a combination of Dedicated Revenues, federal assistance and revenues generated from
operation of the Authority’s transportation system. For information regarding capital expenditures and
federal assistance therefor, see “Capital Investment Program.” The Authority’s operating expenses
(excluding debt service) for Fiscal Year 2007 and Fiscal Year 2008 were approximately $980 million and
$1.038 billion, respectively, and are budgeted to be $1.145 billion for Fiscal Year 2009. Debt service for



each of the foregoing Fiscal Years was, or, in the case of Fiscal Year 2009, is budgeted to be
approximately $363 million, $369 million and $368 million, respectively.

Dedicated Revenues for Fiscal Year 2009 are projected to be $913 million, including approximately
$767 million of Dedicated Sales Tax and approximately $146 million of Assessments. The Dedicated Sales
Tax figure is the base revenue amount certified by the Comptroller on March 1, 2008 to be credited to the
State and Local Contribution Fund during Fiscal Year 2009, which exceeded the dedicated sales tax revenue
amount for such Fiscal Year (approximately $722.5 million). On November 15, 2008, the Comptroller
projected the dedicated sales tax amount is $681.1. Based on January 13, 2009 revised A&F tax revenue
estimate for Fiscal Year 2009, the Department of Revenue currently estimates that the projected dedicated
sales tax revenue amount for Fiscal Year 2009 will be $656.8 million, below the base revenue amount of
$767.06 million. See “DEDICATED SALES TAX.” Under a transition provision related to the Enabling
Act, the annual Assessments had been reduced in five equal amounts from the approximately $144 million
in Fiscal Year 2001 to approximately $136 million in Fiscal Year 2006. For Fiscal Year 2007 and thereafter,
aggregate Assessments are adjusted annually for inflation, but are not permitted to increase by more than
2.5% per year. Aggregate Assessments in Fiscal Year 2007 were $139 million and are projected to be
approximately $143 million in Fiscal Year 2008 and $146 million in Fiscal Year 2009. For more
information regarding Assessments, see “ASSESSMENT BOND TRUST AGREEMENT AND
ASSESSMENTS.”

As shown in the table under the heading “DEDICATED SALES TAX,” since 2000 the growth in
the Dedicated Sales Tax has been much slower than overall historical trends. In addition, due to the limited
growth in the inflation index, the Authority has received an increase in the base revenue amount in some,
but not all, of the years since 2000. During such period, operating expenses have continued to and are
expected to continue to grow in the future based on the rising cost of health care, energy, paratransit
services, commitments under collective bargaining agreements and other factors. As described under “THE
AUTHORITY - Operations,” the Authority’s Fiscal Year 2009 is balanced, but relies on the refinancing and
defeasance of existing debt and utilization of all of the current balance in the Deficiency Fund and the
Capital Maintenance Fund. The Authority implemented a modified hiring freeze and has taken other steps to
cut costs and enhance revenues, including by raising certain parking fees, while not adversely affecting
service delivery. The Authority anticipates that a fare increase will be required during Fiscal Year 2010,
absent the availability of other revenue sources, together with further cost cutting and revenue enhancements
to meet expenses for Fiscal Year 2010 and beyond. However, the Bonds are secured by a first lien on
Dedicated Sales Tax and other Pledged Revenues, prior to the payment of operating expenses. See
“SECURITY FOR THE ASSESSMENT BONDS — Additional Indebtedness” for information regarding
debt service coverage on the Bonds.

The Authority generates significant revenues from operation of its transportation system,
including both fare revenues and non-fare revenues such as those derived from parking and advertising.
The Authority also generates other non-operating revenues. The aggregate of all fare revenues and non-
fare revenues was approximately $420 million for Fiscal Year 2006, was approximately $466 million for
Fiscal Year 2007 and are projected to be approximately $509 million for Fiscal Year 2008 and have been
budgeted to be approximately $557 million for Fiscal Year 2009.

Under the Enabling Act, the Authority is required to establish and implement policies to increase
the portion of the Authority’s expenses covered by system revenues. In Fiscal Years 2006, 2007, and 2008
respectively, the Authority paid 45%, 48%, and 49% of its operating expenses excluding debt service from
system revenues. In Fiscal Year 2009, the Authority anticipates paying 49% of its operating expenses
excluding debt service from system-related revenues. The Blue Ribbon Committee established by the
Secretary in April, 2000 to make recommendations regarding the implementation of the Forward Funding
Legislation proposed a goal of increasing revenues to recover at least 50% of operating expenses.

After a series of public hearings and in accordance with the Enabling Act, in January, 2007
(February, 2007 for monthly passes) the Authority implemented a new fare structure, including an overall
increase in fares of approximately 25%.



Prior to such increase, the Authority implemented in January, 2004 (February, 2004 for monthly
passes) and September, 2000, respectively, an approximately overall increase in fares of approximately
24.4% and 25%. The 2000 fare increase had been the first increase since 1991.

Under the Enabling Act, the obligation of cities and towns in the Authority’s territory to pay
Assessments is not contingent upon the Authority’s provision of specified transportation services to those
cities and towns, though the Massachusetts Supreme Judicial Court has held that the method by which
Authority costs are assessed on particular communities must be reasonable and not arbitrary. For more
information regarding the obligation of cities and towns to pay Assessments, see “ASSESSMENT BOND
TRUST AGREEMENT AND ASSESSMENTS — Legal Obligation of Assessed Cities and Towns.” The
Authority has developed management plans, including a finance plan and cost and revenue initiatives, for
the long-term operation and maintenance of its transportation system. However, the Authority’s ability to
implement those plans could be adversely affected by a wide variety of factors, some of which are beyond
the Authority’s control, including the system’s aging infrastructure and the concomitant need for
significant investment in capital maintenance and renewal, costs of wages and benefits for labor unions
that represent much of the Authority’s workforce, the risk of unfunded legislative mandates or other
legislative restrictions on the Authority, uncertainties as to future federal grants, slower than anticipated
growth in Dedicated Revenues and other unexpected increases in operating costs.

Certain of such issues were raised in the findings dated March 28, 2007 of the Massachusetts
Transportation Finance Commission (the “Transportation Finance Commission”), a statutorily-mandated
commission composed of civic leaders from the public and private sector, created to analyze the long-
term capital and operating transportation needs of the Commonwealth. However, under the Enabling Act,
the pledge and receipt of Dedicated Revenues is not contingent upon the Authority’s provision of
transportation services. See “INTRODUCTION — Forward Funding.”

On September 17, 2007, the Transportation Finance Commission issued its second report,
containing recommendations for closing the funding gaps identified in the commission’s first report. The
commission recommended 22 reform initiatives, which it estimated could save approximately $2.5 billion
over 20 years. The report also included six proposals for transportation revitalization; the commission
estimated that these proposals could generate more than $18.7 billion in new revenue to fund transportation
infrastructure improvements over 20 years.

On October 15, 2008, the Governor stated that he intended to file legislation to carry out certain
agency consolidations to make state government more efficient, to reform the state’s pension system and to
dismantle the Massachusetts Turnpike Authority and reassign its assets and operating responsibilities. The
Secretary of Transportation has said that he expects a draft of the Governor’s transportation reform
legislation to be released in February 2009. On February 5, 2009, the Senate Chairman of the Joint
Committee on Transportation filed legislation to establish a new Massachusetts Surface Transportation
Authority that would assume responsibility for operating, maintaining and financing the Commonwealth’s
roads, bridges and transit operations, including those currently under the jurisdiction of the Authority, the
Massachusetts Highway Department, the Division of Conservation and Recreation, the Massachusetts
Turnpike Authority, the Massachusetts Port Authority and the regional transit authorities. Under the
Enabling Act, while any bonds or notes, including the Bonds, issued or assumed by the Authority remain
outstanding, the powers, duties and existence of the Authority and the provisions for payments by the
Commonwealth to the Authority shall not be diminished or impaired in any way that will affect adversely
the interests and rights of the holders of such bonds or notes, including the Bonds. Any legislation
implementing any transportation reform, including legislation modifying or repealing the foregoing
provision of the Enabling Act, would be subject to the provisions of the United States Constitution and the
Massachusetts Constitution restricting any law impairing obligations under contracts and therefore could not
constitutionally impair the obligations of the Authority with respect to the Bonds and other
Outstanding Sales Tax Bonds and the Trust Agreement.



Indebtedness

Prior Obligations. Prior to July 1, 2000, the Prior Obligations were payable from Section 28
Assistance and the Authority’s reimbursement from the Commonwealth for Net Cost of Service or by a
combination of the foregoing. Outstanding Prior Obligations include without limitation the Authority’s
General Transportation System Bonds, obligations of the Boston Metropolitan District (“BMD”) for
which the Authority is responsible and certain leases.

As of January 1, 2009, the Authority had outstanding $955,340,000" aggregate principal amount
of General Transportation System Bonds issued under its General Bond Resolution adopted February 15,
1967, as amended. The General Transportation System Bonds include $223,825,000 principal amount
bearing interest at variable rates. Under the supplemental resolutions authorizing such variable rate
General Transportation System Bonds, the interest rate on such bonds may not exceed 9% per annum. As
described under “Hedge Agreements” below, the Authority has hedged $188 million of such variable rate
obligations. Because under the Enabling Act the Authority is no longer authorized to issue bonds
supported by the Commonwealth Guaranty or Section 28 Assistance, the Authority does not expect to
issue any additional General Transportation System Bonds.

As of January 1, 2009, there were outstanding $12,260,000 of BMD obligations. The BMD will
not issue debt other than periodic refunding issues which will be necessary from time to time in order to
level out the maturities of its debt and to correlate its debt maturities with the Authority’s obligations to
the BMD.

Prior to July 1, 2000, the Authority entered into five long-term leases providing for the lease of
equipment to the Authority, which leases constitute Prior Obligations. Under the remaining terms of such
leases the Authority is required to make annual rental payments in the range of approximately $6 million
to $13.4 million in the years 2009 to 2013. The Authority also has entered into several fully defeased
leases under which there are no regularly scheduled payments by the Authority. In addition to its
regularly scheduled lease payments, the Authority, under certain circumstances, may be required to pay
additional amounts to the lessor. The defeasance obligations for three of such leases was provided or
guaranteed by affiliates of Ambac Assurance Corporation (“Ambac”), the November 6, 2008 downgrade
of which by Moody’s to Baal required the Authority to replace Ambac. The Authority has terminated all
three of such leases. All payments under such leases are subordinate to the payment of debt service on the
Bonds.

In the event the Authority draws upon any of its liquidity facilities for its variable rate indebtedness,
the Authority would be required to repay the liquidity provider the principal amount of such draw with
interest at a variable rate substantially in excess of the rates assumed in the table of Prior Obligation Debt
Service Requirements below.

" Includes a portion of the Refunded Bonds. See Appendix G - “List of Refunded Bonds.”
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The following table sets forth the total annual regularly scheduled debt service requirements on
outstanding Prior Obligations for each Fiscal Year as of January 1, 2009:

Prior Obligations Debt Service Requirements

@

Year Principal Interest @ Total Year Principal Interest @ Total

2009 $115,516972%  $60,475,986 $175992,958 2020  $19,095,000 $11,203,050 $30,298,050
2010 127,603,377 54,567,419 182,170,796 2021 20,420,000 9,881,400 30,301,400
2011 121,891,975 47,695,150 169,587,125 2022 10,955,000 8,467,825 19,422,825
2012 96,161,737 41,124,636 137,286,373 2023 10,740,000 7,714,700 18,454,700
2013 128,777,169 36,016,875 164,794,044 2024 11,495,000 6,962,900 18,457,900
2014 107,270,000 28,440,377 135710377 2025 12,300,000 6.158.250 18,458,250
2015 82,090,000 21,856,546 103,946,546 2026 13,160,000 5,297,250 18,457,250
2016 30,565,000 16,896,885 47,461,885 2027 14,080,000 4,376,050 18,456,050
2017 17,245,000 14,896,275 32,141,275 2028 15,065,000 3,390,450 18,455,450
2018 17,315,000 13,711,700 31,026,700 2029 16,120,000 2,335,900 18,455,900
2019 18,840,000 12,507.675 31347,675 2030 17,250,000 1,207.500 18,457,500

Source: The MBTA

(1) Includes both principal and interest portions of lease payments for leases that constitute Prior Obligations.

(2) Assumes a 7% interest rate per annum for the General Transportation System Bonds, Variable Rate Demand Obligations, 1999 Series,
outstanding in the principal amount of approximately $36 million and for the General Transportation System Bonds, Variable Rate Demand
Obligations, 2000 Series (“2000 Bonds™) outstanding in the principal amount of $188 million, both of which bear interest at a variable rate reset
weekly. For a description of an interest rate swap agreement related to the 2000 Bonds, see “Hedge Agreements.”

(3) Includes a portion of the Refunded Bonds. See Appendix G - “List of Refunded Bonds.”

While the Authority no longer may incur indebtedness supported by the Commonwealth
Guaranty, to the extent that the Dedicated Revenues are insufficient in any year to provide for the
payment of the Prior Obligations in such year, the Commonwealth shall remain liable to pay such Prior
Obligations to the same extent as under the Prior Act. The Enabling Act provides, however, that any such
payment by the Commonwealth shall be repayable within five years by the Authority, without interest,
from Dedicated Revenues.

The Enabling Act further provides that in order to draw upon Dedicated Revenues credited to the
State and Local Contribution Fund, including Dedicated Sales Tax, for any Fiscal Year, the Authority
shall have certified that it has provided in its annual budget for each year for the payment of Prior
Obligations during such year. See “SECURITY FOR THE SALES TAX BONDS — Pledge Under the
Sales Tax Bond Trust Agreement” and “ASSESSMENT BOND TRUST AGREEMENT AND
ASSESSMENTS.”

The payment of Prior Obligations each year is provided for under the Sales Tax Bond Trust
Agreement to be paid from the Dedicated Sales Tax. Under the Enabling Act, the Dedicated Sales Tax
may not be less than the base revenue amount (as defined in the Enabling Act), which was or is expected
to be approximately $713 million in Fiscal Year 2006, $734 million in Fiscal Year 2007, $756 million in
Fiscal Year 2008 and $767 million in Fiscal Year 2009 and is subject to staying flat or upward adjustment
in future years in accordance with the Enabling Act. See “DEDICATED SALES TAX.”

Hedge Agreements. In December, 2001, the Authority entered into two swaptions with Bear
Stearns Financial Products Inc.” (“Bear Stearns™) in initial notional amounts of $87,805,000 and
$79,645,000, respectively, both of which have been exercised. The first swaption hedges a portion of the

" Pursuant to a Guaranty Agreement, effective as of March 16, 2008, JPMorgan Chase & Co. has unconditionally
guaranteed all obligations as well as the due and punctual payment of all liabilities of Bear Stearns under these swap
agreements.
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Authority’s Senior Sales Tax Bonds, 2003 Series B-1 and 2003 Series B-2 (collectively, the “2003 Series
B Bonds”). The 2003 Series B Bonds were redeemed in March, 2008 from the proceeds of commercial
paper which remain outstanding and the swap agreement remains in effect. The Authority received an
exercise premium in the amount of $2,019,515, which was applied, together with a portion of the
proceeds of the 2003 Series B Bonds, to refund the portion of the Authority’s General Transportation
System Bonds, 1993 Series A Refunding, maturing March 1, 2022. Pursuant to the swap agreement, the
Authority receives a variable rate equal to the Securities Industry and Financial Markets Association
(formerly the Bond Market Association) Municipal Swap Index (the “SIFMA Index”) and pays a fixed
rate of 5.20%. The other swaption hedges the Series A Bonds; the Authority will receive a variable rate
equal to the SIFMA Index and pay a fixed rate of 5.61%. These swap agreements are Qualified Hedge
Agreement under the Sales Tax Bond Trust Agreement, so regularly scheduled payments under such
swap agreement are made under the Sales Tax Bond Trust Agreement from the Senior Debt Service Fund,
and payments received by the Authority are deposited in the Senior Debt Service Fund. Termination
payments are payable from the General Fund under the Sales Tax Bond Trust Agreement. Any payments
made by the Authority in the event the counterparty is in default are general unsecured obligations of the
Authority. See “SECURITY FOR THE SALES TAX BONDS” and APPENDIX A — “SUMMARY OF
CERTAIN PROVISIONS OF THE SALES TAX BOND TRUST AGREEMENT — Hedging
Transactions.”

In July, 2001, the Authority entered into a swaption with UBS AG in the initial notional amount
of $188,000,000, equal to the par amount of the Authority’s General Transportation System Bonds,
Variable Rate Demand Obligations, 2000 Series, which swaption was exercised making the swap
effective September 1, 2005. Under such swap, the Authority receives a variable rate equal to 67% of
LIBOR and pays a fixed rate of 5%. The Authority’s payments to UBS AG under the swap agreement are
subordinate to the payment of debt service on Sales Tax Bonds and Assessment Bonds.

In February, 2004, the Authority entered into a swap with Morgan Stanley Capital Services, Inc.
in the initial notional amount of $25,005,000, which is equal to the par amount of the portion of the
Authority’s Senior Sales Tax Bonds, 2003 Series C, maturing July 1, 2020 (the “CPI Bonds”) and bearing
interest at a variable rate based on the Consumer Price Index (“CPI”). This swap provides that the
Authority will pay a fixed rate of 4.13% and receive a floating rate based on the CPI plus 79 basis points.
The purpose of this swap transaction is to hedge the Authority’s exposure to changes in the CPI, which
determines the floating rate at which the CPI Bonds bear interest. This swap agreement for the CPI Bonds
is not a Qualified Hedge Agreement under the Sales Tax Bond Trust Agreement, so regularly scheduled
payments under such swap agreement are made under the Sales Tax Bond Trust Agreement from the
General Fund under the Sales Tax Bond Trust Agreement, and payments received by the Authority are
deposited in the Pledged Revenue Fund. Termination payments and payments made by the Authority
while the counterparty is in default are general unsecured obligations of the Authority.

In June, 2005, the Authority entered into a forward starting swap with UBS AG in an initial
notional amount of $47,055,000, which is equal to the approximate par amount of Assessment Bonds
needed to currently refund portions of the Authority’s Assessment Bonds, 2000 Series A maturing on and
after July 1, 2011 (the “2000 Assessment Bonds”). This swap for the 2000 Assessment Bonds is effective
April 3, 2010, and pursuant to the swap the Authority will receive a variable rate equal to the SIFMA
Index and pay a fixed rate of 4.132%. This swap agreement is not a Qualified Hedge Agreement under the
Assessment Bond Trust Agreement, so payments under such swap agreement are made under the
Assessment Bond Trust Agreement from the General Fund, and payments received by the Authority are
deposited in the Pledged Revenue Fund. Termination payments and payments made by the Authority
while the counterparty is in default are general unsecured obligations of the Authority. See “SECURITY
FOR THE SALES TAX BONDS” and APPENDIX A — “SUMMARY OF CERTAIN PROVISIONS OF
THE SALES TAX BOND TRUST AGREEMENT — Hedging Transactions.”

In September, 2006, the Authority entered into two swap agreements with Lehman Brothers

Special Financing Inc. in the notional amounts of $19,260,000 and $5,000,000, respectively, which is
equal to the par amounts of the CPI Bonds issued in connection with its Assessment Bonds, 2006 Series
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A. These swaps provide that the Authority will pay a fixed rate of 4.67% and 4.66%, respectively, on the
notional amounts and will receive a floating rate on the notional amounts based on the MUNI-CPI Rate.
These swap agreements for the CPI Bonds are not Qualified Hedge Agreements under the Assessment
Bond Trust Agreement, so payments under such swap agreements are made from the General Fund and
payments received by the Authority are deposited in the Pledged Revenue Fund. See “SECURITY FOR
THE ASSESSMENT BONDS — Flow of Funds.” As described below, such swap agreements were
terminated and replaced following the bankruptcy filing of Lehman Brothers Holding, Inc.

In November, 2006, the Authority entered into a forward starting swap with Lehman Brothers
Special Financing Inc. in the notional amount of $131,910,000, which is equal to the par amount of the
Senior Sales Tax Bonds, Variable Rate Demand Obligations, 2008 Series A-1 (the “2008 Series A-1
Bonds”) issued on April 2, 2008. Pursuant to such swap, effective February 28, 2008, the Authority pays
a fixed rate of 3.834% on the notional amount. In exchange, the Authority receives a variable rate on the
notional amount equal to the SIFMA Index. This swap agreement is not a Qualified Hedge Agreement
under the Sales Tax Bond Trust Agreement, so payments under such swap agreement are made under the
Sales Tax Bond Trust Agreement from the General Fund, and payments received by the Authority are
deposited in the Pledged Revenue Fund.

In April, 2008, the Authority entered into an interest rate swap agreement with Lehman Brothers
Special Financing Inc. in the notional amount of $124,465,000, which is equal to the par amount of the
Senior Sales Tax Bonds, Variable Rate Demand Obligations, 2008 Series A-2 (the “2008 Series A-2
Bonds”) issued on April 2, 2008. Pursuant to such swap, the Authority pays a fixed rate of 3.083% on the
notional amount. In exchange, the Authority receives a variable rate on the notional amount equal to the
SIFMA Index for the period through but excluding July 1, 2010, and thereafter, the sum of 62% of
London Inter Bank Offering Rate and 24 basis points. This swap agreement is not expected to be a
Qualified Hedge Agreement under the Sales Tax Bond Trust Agreement, so payments under such swap
agreement are made under the Sales Tax Bond Trust Agreement from the General Fund, and payments
received by the Authority are deposited in the Pledged Revenue Fund. Any payments made by the
Authority in the event the counterparty is in default will be general unsecured obligations of the
Authority. See “SECURITY FOR THE SALES TAX BONDS” and APPENDIX A — “SUMMARY OF
CERTAIN PROVISIONS OF THE SALES TAX BOND TRUST AGREEMENT — Hedging
Transactions.”

On October 1, 2008, each of the Authority’s four swap agreements with Lehman Brothers Special
Financing, Inc. was terminated by the Authority as a result of the bankruptcy filing of Lehman Brothers
Holdings, Inc. Simultaneously with such terminations the Authority entered into new swap agreements on
substantially the same terms with Deutsche Bank AG.

In December, 2000, the Authority entered into a swaption with UBS AG in an initial notional
amount of $49,122,655, an amount equal to the Debt Service Reserve Fund requirements for the
Authority’s then outstanding Assessment Bonds and Sales Tax Bonds. If exercised, the Authority will
receive a fixed rate of 5.60% and pay a variable rate equal to the SIFMA Index. This swaption is
exercisable commencing July 1, 2010, the date on which the investment contract for such Debt Service
Reserve Funds is subject to termination without penalty. If this swaption is exercised, the Authority’s
payments to the counterparty under such swap agreement, including fees and termination payments, will
be subordinate to the payment of debt service on Sales Tax Bonds.

Assessment Bonds. The Authority has issued five series of Assessment Bonds, which, as of
January 1, 2009 were outstanding in the aggregate principal amount of $808,380,000. Under the
Assessment Bond Trust Agreement, the Authority pledges to the payment of obligations thereunder
pledged revenues, including Assessments. The outstanding Assessment Bonds amortize through July 1,
2035. See “ASSESSMENT BOND TRUST AGREEMENT AND ASSESSMENTS.” As described
above, the Authority has entered into forward starting swaps hedging Assessment Bonds to be issued to
currently refund outstanding Assessment Bonds.
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Sales Tax Bonds. As of January 1, 2009, $3,380,751,365" in aggregate principal amount of Sales
Tax Bonds was outstanding. As described above, the Authority has entered into swaptions, which, if
exercised, will result in the Authority entering into Qualified Hedge Agreements under the Sales Tax
Bond Trust Agreement.

In addition, the Authority maintains a commercial paper program under the Sales Tax Bond Trust
Agreement in the aggregate principal amount not to exceed $250 million. Such commercial paper notes
are secured by the Sales Tax Bond Trust Agreement and repaid by the proceeds of other notes, Senior
Sales Tax Bonds or the Dedicated Sales Tax. As of January 1, 2009, $93,375,000 in aggregate principal
amount of such notes were outstanding and constitutes the notes initially issued to redeem the 2003 Series
B Bonds.

Federal Grant Anticipation Notes. In July, 2004, the Authority issued Federal Grant Anticipation
Notes in the aggregate principal amount of $81,665,000 under a new trust agreement between the Authority
and U. S. Bank National Association, as trustee. Such notes, which amortize through September 1, 2011,
were issued to finance the costs of certain projects that qualify for federal grants from the Federal Transit
Administration, and the notes are payable from such grants. Such notes are not payable from Dedicated
Sales Tax revenues or Assessments. The trust agreement securing such notes permits the issuance of
additional Federal Grant Anticipation Notes if certain debt service coverage requirements are met.

Equipment Leases. The Authority has entered into numerous equipment financing leases with
terms not greater than five years. Annual payments under such leases are payable as operating expenses.

Limitation on Debt Under the Enabling Act. Under the Enabling Act, the Authority is authorized
to issue bonds for capital purposes, other than refunding bonds, and for certain specified purposes to an
outstanding amount, which, when added to outstanding General Transportation System Bonds (other than
refunding bonds), does not exceed the aggregate principal amount of $3,556,300,000. In addition,
pursuant to certain of the Commonwealth’s transportation bond bills, the Authority is authorized to issue
bonds for particular capital projects in the aggregate principal amount of approximately $1.7 billion. As
of January 1, 2009, approximately $3.5 billion was outstanding for the purposes of the debt limits. The
Authority also is authorized to issue bonds for the purpose of refunding bonds. Such bonds and refunding
bonds may be general obligations of the Authority or may be secured by a pledge or conveyance of any
revenue, receipts or other assets or funds of the Authority, or any combination of the foregoing. The
Authority is further authorized to issue temporary notes for operating purposes, which notes shall be a
general obligation of the Authority or for capital purposes, as bond anticipation notes.

Additionally, pursuant to special legislation the Authority may issue bonds in accordance with
the Enabling Act secured by appropriations from the Commonwealth, the proceeds of such bonds to be
used solely to finance or refinance the extension of commuter rail service to Fall River and New Bedford.

Capital Investment Program

The business of the Authority is capital intensive. In 1964, the Authority assumed control of the
properties of its predecessor, the Metropolitan Transit Authority and since that time, the Authority has
consistently engaged in a major program of capital improvements to modernize its equipment, improve its
physical plant, and relocate and extend its rapid transit and commuter rail lines. The program has been
financed primarily through the proceeds of Prior Obligations and federal aid. Since the implementation of
Forward Funding, the capital program has been funded primarily through a combination of bonds issued
under the Assessment Bond Trust Agreement and the Sales Tax Bond Trust Agreement as well as federal
aid.

Total anticipated expenditures under the Authority’s current five year Capital Investment
Program (CIP) (FY2009-2013) equal approximately $3.75 billion. Of such amount, approximately $1.13

" Includes a portion of the Refunded Bonds. See Appendix G - “List of Refunded Bonds.”

14



billion is expected to be funded from federal aid (including reimbursed debt service on Federal Grant
Anticipation Notes), with the remainder funded from (i) Authority bonds; (ii) pay-as-you-go capital
funds, including amounts on deposit in the Capital Maintenance Fund; (iii) state reimbursements; and (iv)
other financings. The current capital program funds a variety of programs, including those necessary to
comply with legal commitments. Federal aid for transit programs has historically been provided pursuant
to multi-year authorizations. The current federal multi-year authorization is the Safe Accountable Flexible
Efficient Transportation Equity Act: A Legacy for Users (“SAFETEA-LU”), which provides funding
through federal Fiscal Year 2009. The Authority’s capital program assumes a level of federal funding
consistent with the level of funding authorized under SAFETEA-LU.

Under the Enabling Act, the Authority is required to develop a comprehensive, long-term (not
greater than 25 years) Program for Mass Transit (the “Program’) which must be approved by the
Advisory Board. In addition, the Authority is required to implement the Program through rolling five-year
capital investment programs adopted each year (each, a “CIP”). Each year, following public hearings with
respect thereto, the Authority shall file the CIP with the Advisory Board and the Legislature for their
review not later than January 15 and May 1, respectively, prior to the commencement of the Fiscal Year.
The Program and each CIP shall be based on the impact of projects on the effectiveness of the
Commonwealth’s transportation system, service quality standards, environment, health and safety,
operating costs, prevention or avoidance of deferred maintenance, and debt service costs.

In addition, the Enabling Act requires that each CIP shall identify for each project therein, the
purpose and intended benefits, the total budget and timeline, the budget impact for the next Fiscal Year,
the impact on operating expenses and revenues, and the cost of scheduled maintenance and useful life and
shall prioritize the projects based upon the factors set forth above, with the highest priority to scheduled
maintenance to prevent the deferral of routine and scheduled maintenance, projects with greatest benefits
with least cost, Central Artery/Tunnel Project (CA/T) transit commitments, and compliance with the
Americans with Disabilities Act. Furthermore, scheduled maintenance shall be undertaken prior to system
expansion, unless expansion is required by law or is cost-effective, environmentally beneficial or
produces quantifiable savings.

The CA/T Project transit commitments refer to certain transit projects intended to mitigate the
potential adverse air quality impacts of the CA/T Project, which transit projects were originally set forth
in regulations of the Massachusetts Department of Environmental Protection (“DEP”’) as well as in an
Administrative Consent Order (the "ACO") entered into by the Executive Office of Transportation and
Construction and DEP in September, 2000 in connection with the CA/T Project. In December, 2006,
following a lawsuit by the Conservation Law Foundation against the Authority, various officials of the
Commonwealth and the Massachusetts Turnpike Authority, DEP issued final amendment to the transit
regulation 310 CMR 7.36. This regulatory change incorporates the proposal made by the Executive Office
of Transportation to DEP to substitute certain transit projects from those originally in such regulations. As
adopted, this regulatory change was submitted for review by the U.S. Environmental Protection Agency
(“EPA”) for inclusion into the Commonwealth’s State Implementation Plan (“SIP”). On November 5,
2007 EPA issued a notice of proposed rule to accept the revised SIP. The lawsuit was dismissed by
agreement on August 19, 2008.

The Commonwealth has indicated that any expansion projects, other than the Greenbush line and
Phase III of the Silver Line, are expected to be funded by the Commonwealth.

The amount of debt service the Authority must pay will directly affect the amount of the
Dedicated Revenues, after the payment of debt service, which are available to the Authority to support its
operations, maintenance and capital reinvestment needs. The level or cost of the Authority’s
transportation services will not affect the availability of the Dedicated Sales Tax, Assessments or other
Pledged Revenues to meet debt service requirements on Assessment Bonds. See “ASSESSMENT BOND
TRUST AGREEMENT AND ASSESSMENTS — Legal Obligations of Assessed Cities and Towns” and
“DEDICATED SALES TAX.”
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SOURCES AND USES OF FUNDS

The proceeds from the sale of the Bonds (including original issue premium in the amount of
$7,295,118), together with $2,339,318 available under the Sales Tax Bond Trust Agreement as a result of
the refunding of the Refunded Sales Tax Bonds, are expected to be applied as follows:

To pay capital costs $76,197,391
To advance refund the Refunded Sales Tax Bonds 9,319,816
To current refund the Refunded GTS Bonds 35,976,412
To fund the Senior Debt Service Reserve Fund 6,315,256
To pay the costs of issuance of the Bonds, 835,561

including underwriters’ discount
Total Application of Funds $128,644,436
PLAN OF REFUNDING

A portion of the proceeds of the Series B Bonds will be used to refund the Refunded Bonds listed in
APPENDIX G — “LIST OF REFUNDED BONDS.” The portion of such proceeds to be used to advance
refund the Refunded Sales Tax Bonds will be deposited in the refunding trust fund held by U.S. Bank
National Association, Boston, Massachusetts, as refunding trustee, in amounts which will be invested in
United States Treasury Securities - State and Local Government Series (SLGS). According to the report
described in “VERIFICATION OF MATHEMATICAL COMPUTATIONS,” such investments will mature
at such times and earn interest in such amounts that will produce sufficient moneys to provide for the
payment of principal of and redemption premium, if any, and interest on the Refunded Sales Tax Bonds as
set forth in APPENDIX G — “LIST OF REFUNDED BONDS.” The remaining portion of proceeds to be
used to current refund the Refunded GTS Bonds will be deposited in the account held by U.S. Bank
National Association, as fiscal agent under the General Bond Resolution adopted February 15, 1967, as
amended, for the payment of principal of and interest on such Refunded GTS Bonds on March 1, 2009 as
set forth in APPENDIX G — “LIST OF REFUNDED BONDS.” The refunding is contingent upon delivery
of the Series B Bonds.

THE SERIES A BONDS
General

This Official Statement describes terms and conditions of the Series A Bonds only while the Series
A Bonds bear interest at the Long-Term Interest Rate during the Long-Term Interest Rate Period. It is
currently anticipated that, should any of the Series A Bonds be converted at the end of the Initial Long-
Term Interest Rate Period (the “Initial Mandatory Tender Date™) to bear interest at a Daily Interest Rate, a
Weekly Interest Rate, Bond Interest Term Rates, or a new Long-Term Interest Rate, or if the Series A
Bonds are refunded, a remarketing memorandum or official statement will be distributed providing notice
that the Series A Bonds are being converted or refunded.

The Series A Bonds are subject to mandatory tender for purchase on the Initial Mandatory Tender
Date set forth on the inside cover hereof at a tender price (the “Tender Price”) equal to the principal amount of
the Series A Bonds tendered for purchase. To the extent proceeds of the remarketing of converted Series A
Bonds or refunding proceeds are insufficient, the Authority is obligated to pay the Tender Price of the Series A
Bonds tendered on the Initial Mandatory Tender Date.
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The Series A Bonds will be dated their date of issuance and will bear interest from their dated
date at the rates and will mature, subject to the right of redemption and tender for purchase described
below, as set forth on the inside cover of this Official Statement. Interest on the Series A Bonds will be
payable on each Interest Payment Date at the rates per annum determined as hereinafter described but not
in excess of the lesser of 12% per annum and the maximum interest rate permitted by law with respect to
the Series A Bonds (the “Maximum Interest Rate”).

Interest on the Series A Bonds bearing interest at a Long-Term Interest Rate shall accrue on the
basis of a 360-day year consisting of twelve 30-day months.

Interest on the Series A Bonds will be payable on each Interest Payment Date for the period
commencing on the first day of the Long-Term Interest Rate Period and thereafter on each July 1 and
January 1 and ending on the day immediately preceding such Interest Payment Date, other than the last such
Interest Payment Date.

At the direction of the Authority from time to time, the Series A Bonds may be converted, in whole
or in part, from an Interest Rate Period to another Interest Rate Period as provided in the Trust Agreement.
See APPENDIX B - “CERTAIN INFORMATION REGARDING THE SERIES A BONDS -
CONVERSION OF INTEREST RATES ON SERIES A BONDS”

Redemption Provisions for the Series A Bonds

Redemption. During the Initial Long-Term Interest Rate Period, the Series A Bonds are not
subject redemption. Sinking Fund Installments on the Series A Bonds will be payable on July 1, 2024
through July 1, 2030 in the amounts of $9,515,000, $10,075,000, $10,675,000, $11,300,000, $11,975,000,
$12,680,000, and $13,425,000, respectively.

Tender and Purchase of Series A Bonds

Mandatory Tender for Purchase. The Series A Bonds are subject to mandatory tender for
purchase on the Initial Mandatory Tender Date set forth on the inside cover hereof.

For payment of the Tender Price on the Tender Date, a Series A Bond must be delivered at or
prior to 10:00 a.m. on the Tender Date. If delivered after that time, the Tender Price shall be paid on the
next succeeding Business Day. The Tender Price shall be payable only upon surrender of such Series A
Bond to the Tender Agent at its Principal Office for delivery of Series A Bonds, accompanied by an
instrument of transfer, in form satisfactory to the Tender Agent, executed in blank by the Bondholder or
its duly authorized attorney, with such signature guaranteed by a commercial bank, trust company or
member firm of the New York Stock Exchange.

If sufficient funds are not available for the purchase of all Series A Bonds tendered or deemed
tendered and required to be purchased on any Tender Date, the failure to pay the Tender Price of all
tendered Series A Bonds when due and payable shall constitute an Event of Default and all tendered
Series A Bonds shall be returned to their respective Holders and all such Series A Bonds shall bear
interest at the Maximum Bond Interest Rate from the date of such failed purchase until all such tendered
Series A Bonds are purchased as required in accordance with the Trust Agreement. Thereafter, the
Trustee shall continue to take all such action available to it to obtain remarketing proceeds from the
Remarketing Agent and sufficient other funds from the Authority. To the extent proceeds of the
remarketing of converted Series A Bonds or refunding proceeds are insufficient, the Authority is obligated
to pay the Tender Price of the Series A Bonds tendered on the Initial Mandatory Tender Date
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Notice of Mandatory Tender for Purchase. The Trustee shall give notice of a mandatory tender
for purchase by first-class mail to the Holders, with a copy to the Authority, the Tender Agent, the
Remarketing Agent and the Liquidity Facility Provider or the Credit Facility Provider, as applicable, not
less than 10 days prior to the Tender Date. In connection with any mandatory tender for purchase of
Series A Bonds in accordance with the provisions of the Trust Agreement for conversion to a Long-Term
Interest Rate Period, the Trustee shall give notice of a mandatory tender for purchase by first-class mail to
the Holders, with a copy to the Authority, the Tender Agent and the Remarketing Agent, not less than
three days prior to the Tender Date. Such notice shall state (i) in the case of a mandatory tender for
purchase on the first day of each Interest Rate Period, the type of Interest Rate Period to commence on
such mandatory purchase date; (ii) in the case of a mandatory tender for purchase upon the termination,
replacement or expiration of Liquidity Facility, Self Liquidity Arrangement or Credit Facility, that the
Liquidity Facility, Self Liquidity Arrangement or the Credit Facility will expire, terminate or be replaced
and that the Tender Price of the Series A Bonds will no longer be payable from the Liquidity Facility or
the Credit Facility then in effect and that any rating applicable to such Series A Bonds may be reduced or
withdrawn,; (iii) that the Tender Price of any Series A Bond subject to mandatory tender for purchase shall
be payable only upon surrender of that Series A Bond to the Tender Agent at its Principal Office for
delivery of Series A Bonds, accompanied by an instrument of transfer, in form satisfactory to the Tender
Agent, executed in blank by the Bondholder or its duly-authorized attorney, with such signature
guaranteed by a commercial bank, trust company or member firm of the New York Stock Exchange; (iv)
that, provided that moneys sufficient to effect such purchase shall have been provided through the
remarketing of such Series A Bonds by the Remarketing Agent, through the Liquidity Facility or the
Credit Facility or funds provided by the Authority, all Series A Bonds subject to mandatory tender for
purchase shall be purchased on the mandatory Tender Date; and (v) that if any Holder of a Series A Bond
subject to mandatory tender for purchase does not surrender that Series A Bond to the Tender Agent for
purchase on the mandatory Tender Date, then that Series A Bond shall be deemed to be an Undelivered
Series A Bond, that no interest shall accrue on that Series A Bond on and after the mandatory Tender
Date and that the Holder shall have no rights under this Twenty-First Supplemental Trust Agreement
other than to receive payment of the Tender Price.

Purchase of Tendered Bonds. For payment of the Tender Price on the Tender Date, a Series A
Bond must be delivered at or prior to 10:00 a.m. on the Tender Date. If delivered after that time, the
Tender Price shall be paid on the next succeeding Business Day. The Tender Price shall be payable only
upon surrender of such Series A Bond to the Tender Agent at its Principal Office for delivery of Series A
Bonds, accompanied by an instrument of transfer, in form satisfactory to the Tender Agent, executed in
blank by the Holder or its duly authorized attorney, with such signature guaranteed by a commercial bank,
trust company or member firm of the New York Stock Exchange. If, as a result of any Mandatory
Standby Tender or expiration, termination with notice or replacement of a Liquidity Facility or a Credit
Facility, any Series A Bond is no longer subject to purchase pursuant to a Liquidity Facility or a Credit
Facility, the Tender Agent (upon receipt from the Holder thereof in exchange for payment of the Tender
Price thereof) shall present such Series A Bond to the Trustee for notation of such fact thereon.

THE SERIES B BONDS
General

The Series B Bonds will be issued in the aggregate principal amount of $39,365,000. The Series B
Bonds will be dated the date of delivery, will mature on July 1 of each of the years and bear interest from
their date at the per annum rate, all as set forth on the inside cover hereof. Interest on the Series B Bonds
will be payable on July 1 and January 1, commencing July 1, 2009.

The Series Bonds are being issued only as fully registered bonds and, when issued, will be
registered in the name of Cede & Co., as nominee for The Depository Trust Company (“DTC”), New York,
New York. DTC will act as securities depository for the Series B Bonds. Purchases of beneficial interests in
the Series B Bonds will be made in book-entry form, in the denomination of $5,000 or any integral multiple
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thereof. Purchasers will not receive certificates representing their interest in Series B Bonds purchased. So
long as DTC or its nominee, Cede & Co., is Holder, payments of the principal of and interest on the Series B
Bonds will be made directly to such Holder. Disbursement of such payments to the DTC Participants
(hereinafter defined) is the responsibility of DTC and disbursement of such payments to Beneficial Owners
(hereinafter defined) is the responsibility of the DTC Participants and the Indirect Participants (hereinafter
defined). See “Book-Entry Only System.”

Redemption Provisions for the Series B Bonds

The Series B Bonds are not subject to redemption prior to maturity.

BOOK-ENTRY ONLY SYSTEM

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may
be requested by an authorized representative of DTC. One fully-registered Bond certificate will be issued
for each maturity of the Bonds, each in the aggregate principal amount of such maturity, and will be
deposited with DTC.

General. DTC, the world’s largest securities depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the meaning of the New
York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset
servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt
issues, and money market instruments (from over 100 countries) that DTC’s participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants
of sales and other securities transactions in deposited securities, through electronic computerized book-
entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical
movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a
wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the
holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated
subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has Standard & Poor’s Ratings Group highest rating: AAA. The DTC Rules
applicable to its Participants are on file with the Securities and Exchange Commission. More information
about DTC can be found at www.dtcc.com and www.dtc.org.

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

Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not
receive certificates representing their ownership interest in the Bonds except in the event that use of the

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

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Bonds, such
as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For example,
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit
has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may
wish to provide their names and addresses to the registrar and request that copies of notices be provided
directly to them.

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

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

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, through its
Participant, to the Tender Agent, and shall effect delivery of such Bonds by causing the Direct Participant to
transfer the Participant’s interest in the Bonds, on DTC’s records, to the Tender Agent. The requirement for
physical delivery of Bonds in connection with an optional tender or a mandatory purchase will be deemed
satisfied when the ownership rights in the Bonds are transferred by Direct Participants on DTC’s records
and followed by a book-entry of tendered Bonds to the Tender Agent’s DTC account.

The information in this section concerning DTC and DTC’s book-entry only system has been
obtained from sources that the Authority believes to be reliable, but neither the Authority nor the

Underwriters takes responsibility for the accuracy thereof.

No Responsibility of Authority and Trustee. Neither of the Authority nor the Trustee will have
any responsibility or obligations to direct participants or the persons for whom they act as nominees
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with respect to the payments to or the providing of notice for direct participants, indirect
participants, or beneficial owners.

So long as Cede & Co. is the Registered Owner of the Bonds, as nominee of DTC, references
herein to the Bondowners or Registered Owners of the Bonds shall mean Cede & Co. and shall not
mean the Beneficial Owners of the Bonds.

Certificated Bonds. DTC may discontinue providing its services as depository with respect to the
Bonds at any time by giving reasonable notice to the Authority or the Trustee. In addition, the Authority
may determine that continuation of the system of book-entry transfers through DTC (or a successor
securities depository) is not in the best interests of the Beneficial Owners of the Bonds. If for either reason
the Book-Entry Only System is discontinued, Bond certificates will be delivered as described in the Sales
Tax Bond Trust Agreement and the Beneficial Owner, upon registration of certificates held in the Beneficial
Owner’s name, will become the Bondowner. Thereafter, the Bonds may be exchanged for an equal
aggregate principal amount of the Bonds in other authorized denominations and of the same maturity, upon
surrender thereof at the principal corporate trust office of the Trustee. The transfer of any Bond may be
registered on the books maintained by the Trustee for such purpose only upon assignment in form
satisfactory to the Trustee. For every exchange or registration of transfer of the Bonds, the Authority and the
Trustee may make a charge sufficient to reimburse them for any tax or other governmental charge required
to be paid with respect to such exchange or registration of transfer, but no other charge may be made to the
Bondowner for any exchange or registration of transfer of the Bonds. The Trustee will not be required to
transfer or exchange any Bond during the notice period preceding any redemption if such Bond (or any part
thereof) is eligible to be selected or has been selected for redemption.

Transfer and Exchange

In the event that the Book-Entry Only System is discontinued, the following provisions would
apply: Bonds of a series may be exchanged for an equal aggregate principal amount of Bonds in other
authorized denominations and of the same maturity, upon surrender thereof at the principal corporate trust
office of the Trustee. The transfer of any Bond may be registered on the books maintained by the Trustee for
such purpose only upon the surrender thereof by the registered owner or by such owner’s attorney duly
authorized in writing to the Trustee with a duly executed assignment in form satisfactory to the Trustee. For
every exchange or registration of transfer of Bonds the Authority and the Trustee may make a charge to the
owner an amount sufficient to reimburse them for any tax, fee or other governmental charge required to be
paid with respect to such exchange or registration of transfer, and, except for (i) with respect to the delivery
of definitive Bonds in exchange for temporary bonds; (ii) in the case of a bond issued upon the first
exchange or transfer of a Bond surrendered for such purpose within sixty (60) days after the first
authentication and delivery of the Bonds; or (iii) as otherwise provided in the Sales Tax Bond Trust
Agreement, the Trustee may charge a sum sufficient to pay the cost of preparing each new Bond issued
upon such exchange or transfer, which sum or sums shall be paid by the person requesting such exchange or
transfer as a condition precedent to the exercise of the privilege of making such exchange or transfer.

Neither the Authority nor the Trustee shall be required (i) to register, transfer or exchange Bonds for
a period of fifteenth (15) days next preceding an interest payment on the Bonds or next preceding any
selection of Bonds to be redeemed or thereafter until the mailing of any notice of redemption; or (ii) to
register, transfer or exchange any Bonds called for redemption.
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DEBT SERVICE REQUIREMENTS ON SENIOR SALES TAX BONDS

The following table sets forth Debt Service on all of the outstanding Senior Sales Tax Bonds to be
paid to Bondowners in each Fiscal Year in which the Senior Sales Tax Bonds will be outstanding.

Fiscal Year Debt Service on Total Total
Ending Outstanding Seni(zr Principal on Interest on Debt Servicggn Debt Service on
June 30 Sales Tax Bonds the Bonds the Bonds the Bonds Senior Sales Tax Bonds
2010 $ 176,120,179 $ 5,367,436 $ 5,367,436 $ 181,487,616
2011 201,575,796 6,335,335 6,335,335 207,911,131
2012 243,199,037 6,335,335 6,335,335 249,534,371
2013 237,986,193 6,335,335 6,335,335 244,321,528
2014 245,597,057 6,335,335 6,335,335 251,932,391
2015 258,745,179 6,335,335 6,335,335 265,080,514
2016 276,065,332 6,335,335 6,335,335 282,401,167
2017 330,346,166 6,335,335 6,335,335 336,681,500
2018 305,360,880 $ 19,230,000 5,885,085 25,115,085 330,475,965
2019 276,518,305 20,135,000 4,951,460 25,086,460 301,604,764
2020 291,782,279 4,468,085 4,468,085 296,250,364
2021 291,967,023 4,468,085 4,468,085 296,435,108
2022 333,472,460 4,468,085 4,468,085 337,940,544
2023 251,334,507 4,468,085 4,468,085 255,802,592
2024 305,766,991 4,468,085 4,468,085 310,235,076
2025 246,233,619 9,515,000 4,201,189 13,716,189 259,949,808
2026 228,138,252 10,075,000 3,651,689 13,726,689 241,864,941
2027 220,401,737 10,675,000 3,069,652 13,744,652 234,146,389
2028 201,007,069 11,300,000 2,453,253 13,753,253 214,760,322
2029 173,584,550 11,975,000 1,800,389 13,775,389 187,359,939
2030 168,207,963 12,680,000 1,108,817 13,788,817 181,996,779
2031 144,527,131 13,425,000 376,571 13,801,571 158,328,703
2032 129,803,563 129,803,563
2033 99,763,281 99,763,281
2034 83,637,263 83,637,263
2035 125,392,413 125,392,413
2036 37,067,500 37,067,500
2037 21,595,000 21,595,000
2038 21,590,000 21,590,000

* Includes the $93,375,000 principal amount of the Senior Sales Tax Bonds, 2003 Series B, which were issued as auction rate securities in two
subseries. Such bonds were optionally redeemed by the Authority on March 5 and 19, 2008, from the proceeds of commercial paper Sales Tax
Bond Anticipation Notes. Assumes that the $87,805,000 principal amount thereof bears interest at the fixed rate under the swap agreement
associated with the 2003 Series B Bonds and that the remaining, unhedged portion bears interest at the rate of 7% per annum, that the
$25,005,000 principal amount of the CPI Bonds of the 2003 Series C Bonds bears interest at the fixed rate of 4.13% per annum under the interest
rate swap associated with those bonds, and that the $131,910,000 principal amount of 2008 Series A-1 Bonds bears interest at the fixed rate of
3.834% per annum and that the $124,465,000 principal amount of 2008 Series A-2 Bonds bears interest at the fixed rate of 3.083% per annum, in
each case based on the fixed rate payable under the interest rate swap associated with that series of bonds. For a description of such swap
agreements, see “THE AUTHORITY — Indebtedness — Hedge Agreements.”

** Reflects expected Sinking Fund Installments on the Series A Bonds payable, following the Initial Mandatory Tender Date, on July 1, 2024 through
July 1, 2030 in the amounts of $9,515,000, $10,075,000, $10,675,000, $11,300,000, $11,975,000, $12,680,000, and $13,425,000, respectively.

*** Assumes that the Series A Bonds bear interest at the fixed rate of 5.61% payable under the swaption exercised in connection with that series of
bonds.

SECURITY FOR THE SALES TAX BONDS
The principal and premium, if any, and interest on the Sales Tax Bonds are payable from and
secured by the pledge of the Authority, all as more fully described below and in APPENDIX A —

“SUMMARY OF CERTAIN PROVISIONS OF THE SALES TAX BOND TRUST AGREEMENT — The
Pledge Effected by the Sales Tax Bond Trust Agreement.” All of the Sales Tax Bonds are also secured by a
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lien and charge on all funds and accounts created under the Sales Tax Bond Trust Agreement (other than the
Bond Proceeds Funds while it is held by the Authority and the Rebate Fund), provided that only Senior
Sales Tax Bonds are secured by the Senior Debt Service Fund and the Senior Debt Service Reserve Fund
and only Subordinated Sales Tax Bonds are secured by the Subordinated Debt Service Fund and the
Subordinated Debt Service Reserve Fund.

The Bonds will be the eighteenth and nineteenth series of Sales Tax Bonds to be issued under the
Sales Tax Bond Trust Agreement. The Sales Tax Bond Trust Agreement provides that the Authority may
incur particular obligations, including without limitation Senior Sales Tax Bonds, Subordinated Sales Tax
Bonds and notes, and provides for the payment of Prior Obligations, funding the Senior Debt Service
Reserve Fund and Subordinated Debt Service Reserve Fund and payment of debt service on Assessment
Bonds to the extent there are insufficient funds available therefor under the Assessment Bond Trust
Agreement.

The Sales Tax Bonds are not subject to acceleration in the event of any default under the Sales Tax
Bond Trust Agreement.

The Authority intends to provide for the payment of the Prior Obligations under the Sales Tax
Bond Trust Agreement. See “THE AUTHORITY — Indebtedness.” In addition, the Authority maintains a
commercial paper program under the Sales Tax Bond Trust Agreement in the aggregate principal amount
not to exceed $250 million. Such commercial paper notes are secured by the Sales Tax Bond Trust
Agreement and repaid by the proceeds of other notes, Senior Sales Tax Bonds or the Dedicated Sales Tax.
As of January 1, 2009, $93,375,000 in aggregate principal amount of such notes were outstanding which
notes were initially issued to redeem the 2003 Series B Bonds and to repay certain Prior Obligations.

Pledge Under the Sales Tax Bond Trust Agreement

Obligations under the Sales Tax Bond Trust Agreement are special obligations of the Authority
payable solely from the items pledged therefor pursuant to the terms of the Sales Tax Bond Trust
Agreement. Such pledge includes the following:

e all Sales Tax Pledged Revenues;
e Dedicated Payments allocated to Senior Sales Tax Bonds and interest earnings thereon, if any;

e amounts received from the Trustee under the Assessment Bond Trust Agreement in accordance
with the Sales Tax Bond Trust Agreement;

e the Deficiency Fund and the Capital Maintenance Fund including the investments, if any,
thereof; and

e all Funds and Accounts established under the Sales Tax Bond Trust Agreement (other than the
Bond Proceeds Fund, while it is held and administered by the Authority, and the Rebate Fund,
provided that only Senior Sales Tax Bonds are secured by the Senior Debt Service Fund and the
Senior Debt Service Reserve Fund and only Subordinated Sales Tax Bonds are secured by the
Subordinated Debt Service Fund and the Subordinated Debt Service Reserve Fund), including
the investment income thereon, if any.

Subject to the foregoing, the above are pledged for the payment, first, of the Senior Sales Tax
Bonds, second, of the Subordinated Sales Tax Bonds, third, of the Assessment Bonds, and, fourth, of the
Prior Obligations, as the respective interests of the holders thereof may appear, in accordance with the
respective terms of such Bonds and the Sales Tax Bond Trust Agreement; provided, however, that in the
event the Authority is unable to make the below-described certification, payment of the Prior Obligations
shall be made prior to the deposit to the Senior Debt Service Fund established under the Sales Tax Bond
Trust Agreement. See “Provision for Payment of Prior Obligations.”
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In accordance with the Sales Tax Bond Trust Agreement, the Dedicated Sales Tax credited to the
State and Local Contribution Fund shall be deposited as soon as practicable to the Pledged Revenue Fund;
provided, however, that the Authority has certified to the Commonwealth that it has provided for the
payment of its Prior Obligations in its annual budget. In connection with its Fiscal Year 2009 budget, the
Authority has certified that it has provided for the payment of Prior Obligations during Fiscal Year 2009
in such annual budget.

Under the Sales Tax Bond Trust Agreement, “Pledged Revenues” (referred to herein as the “Sales
Tax Pledged Revenues”) means the Dedicated Sales Tax, payments received by the Authority from a
Provider of a Hedge Agreement that is not a Qualified Hedge and Sales Tax Alternate Revenues, if any.
Notwithstanding the preceding sentence, however, Sales Tax Pledged Revenues shall not include (i) Sales
Tax Dedicated Payments; or (ii) amounts received under a Qualified Hedge Agreement which are deposited
in the Senior Debt Service Fund and Subordinated Debt Service Fund and have been relied upon in
calculating Net Debt Service in accordance with the Sales Tax Bond Trust Agreement. “Dedicated Sales
Tax” means the base revenue amount or the dedicated sales tax revenue amount, both as defined in the
Enabling Act. See “DEDICATED SALES TAX.”

Under the Sales Tax Bond Trust Agreement, “Dedicated Payments” (referred to herein as the “Sales
Tax Dedicated Payments”) means any revenues of the Authority which are not Pledged Revenues as defined
in the Sales Tax Bond Trust Agreement as initially entered into, which the Authority subsequently pledges
as additional security for its payment obligations on Sales Tax Bonds pursuant to a resolution of the
Authority and which are specifically designated as Sales Tax Dedicated Payments by the Authority in
accordance with the limitations of the Sales Tax Bond Trust Agreement and, accordingly, are to be
deposited in the Senior Debt Service Fund and the Subordinated Debt Service Fund upon receipt. See
APPENDIX A — “SUMMARY OF CERTAIN PROVISIONS OF THE SALES TAX BOND TRUST
AGREEMENT.” As of January 1, 2009, there are no such Sales Tax Dedicated Payments.

The Sales Tax Bonds are not a debt of the Commonwealth or any political subdivision
thereof, and neither the Commonwealth nor any political subdivision thereof (other than the
Authority) shall be liable thereon, except as described herein. The Authority has no taxing power.

Flow of Funds

The Sales Tax Bond Trust Agreement establishes the following Funds and Accounts, to be held and
administered by the Trustee:

(1) the Pledged Revenue Fund;

2) the Senior Debt Service Fund;

3) the Senior Debt Service Reserve Fund;

4) the Subordinated Debt Service Fund;

5) the Subordinated Debt Service Reserve Fund; and
(6) the General Fund.

The Sales Tax Bond Trust Agreement establishes the following Funds and Accounts, to be held and
administered by the Authority:

(1) the Sales Tax Bond Proceeds Fund, which shall include a Capital Account and such other
Accounts as the Authority may create by Supplemental Trust Agreement; and
2) the Rebate Fund.

The Authority by Supplemental Trust Agreement authorizing a series of Sales Tax Bonds may
designate that one or more Accounts in the Sales Tax Bond Proceeds Fund created by such Supplemental
Trust Agreement be held and administered by the Trustee and pledged to the Owners of the Sales Tax
Bonds.
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Set forth below is an illustration of the flow of funds under the Assessment Bond Trust Agreement
and under the Sales Tax Bond Trust Agreement which are more fully described in APPENDIX A —
“SUMMARY OF CERTAIN PROVISIONS OF THE SALES TAX BOND TRUST AGREEMENT —
Establishment of Funds and Accounts” through “Subordinated Debt Service Reserve Fund” and in
APPENDIX C - “SUMMARY OF CERTAIN PROVISIONS OF THE ASSESSMENT BOND TRUST
AGREEMENT - Establishment of Funds and Accounts” through “Debt Service Reserve Funds,”
respectively.

Assessments Dedicated Sales Tax

MBTA State and Local Contribution Fund

(quarterly) (monthly)
y v
Assessments Pledged Sales Tax Pledged
Revenue Fund Revenue Fund

In the event the Authority is
otherwise unable to make
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»| Interest Account W
Fund.
»| Principal Account . .
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(Includes CP Program)
P Interest Account >
— DSRF |7
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» Senior DSRF
Subordinated Debt
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»| Principal Account
»| Subordinated DSRF
Deficiency
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other Trust Agreement o To Pay Prior €
Obligations
Capital
Maintenance > General Fund
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7y » General Fund
(May also be
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either Trust To Pay MBTA Operating Expenses and Other Costs
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Provision for the Payment of Prior Obligations

In the event that in any given Fiscal Year, the Authority is otherwise unable to certify that it has
provided for payment of the Prior Obligations during the next Fiscal Year without changing the priority
of payment of the Prior Obligations coming due during such Fiscal Year, as set forth above, the Authority
shall deposit sufficient amounts of Dedicated Sales Tax to pay the Prior Obligations coming due during
such Fiscal Year prior to making the required deposit to the Senior Debt Service Fund during the
following Fiscal Year; provided, however, that if during such Fiscal Year the Authority shall adopt a
supplemental budget which would permit the Authority to be able to make such certification without
changing the original priority, the required deposit for the Prior Obligations shall not be required to be
paid prior to the deposit required to the Senior Debt Service Fund for the remainder of such Fiscal Year.

Pledge of Amounts Payable Under the Assessment Bond Trust Agreement

Under the Assessment Bond Trust Agreement, the Authority pledges to the payment of Assessment
Bonds pledged revenues, including the Assessments. There are five series of Assessment Bonds
outstanding, in the aggregate principal amount of $808,380,000 as of January 1, 2009.

For Fiscal Year 2001, Assessments equaled $144,578,734. Beginning in Fiscal Year 2002 and each
Fiscal Year thereafter through Fiscal Year 2006, Assessments were reduced in five equal installments until
the Assessments in Fiscal Year 2006 total $136,026,868. Each year thereafter, Assessments are adjusted for
inflation, provided that such amount shall not increase by more than 2.5% annually. Total Assessments for
Fiscal Years 2008 and 2009 were $142,913,229 and $146,486,060, respectively. Under the Sales Tax
Bond Trust Agreement, to the extent the amounts in the Senior Debt Service Fund or the Subordinated Debt
Service Fund are insufficient to pay Net Debt Service on Sales Tax Bonds, including the Bonds, the Trustee
shall deliver a certificate to the Authority and the trustee under the Assessment Bond Trust Agreement
setting forth the amount of the shortfall and shall receive such amount from the Pledged Revenue Fund
under the Assessment Bond Trust Agreement, to the extent available after deposits are made to pay debt
service on, to fund the debt service reserve fund for and to pay rebate with respect to any Assessment Bonds
issued under the Assessment Bond Trust Agreement. For further information relating to the Assessment
Bond Trust Agreement and Assessments, see “ASSESSMENT BOND TRUST AGREEMENT AND
ASSESSMENTS” and APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE
ASSESSMENT BOND TRUST AGREEMENT.”

Pledge Under Sales Tax Bond Trust Agreement to Assessment Bonds

As described under “Flow of Funds,” in the event the Trustee shall have received a certificate of the
trustee under the Assessment Bond Trust Agreement that amounts on deposit in any debt service fund
thereunder are insufficient to pay debt service on any Assessment Bonds issued thereunder, the Trustee shall
transfer to such trustee from the Pledged Revenue Fund the amount of the shortfall, to the extent available
after making the required deposits to the Senior Debt Service Fund, the Senior Debt Service Reserve Fund,
the Subordinated Debt Service Fund, the Subordinated Debt Service Reserve Fund and the Rebate Fund.

Senior Debt Service Reserve Fund

To the extent that amounts in the Senior Debt Service Fund, together with amounts transferred from
the Assessment Bond Trust Agreement as described under “Pledge of Amounts Payable Under the
Assessment Bond Trust Agreement,” are insufficient to pay Net Debt Service, when due, on Senior Sales
Tax Bonds, deficiencies shall be made up from amounts in the Senior Debt Service Reserve Fund. The Sales
Tax Bond Trust Agreement requires the Authority to maintain cash and investment obligations or surety
bonds, insurance policies, letters of credit or similar instruments in the Senior Debt Service Reserve Fund
equal to the amount set forth in a certificate of an Authorized Officer of the Authority filed with the Trustee
by July 1 of each year, which certificate may be modified from time to time by such Authorized Officer (the
“Senior Debt Service Reserve Fund Requirement”); provided that such amount shall not be less than the
Minimum Senior Debt Service Reserve Requirement. The Minimum Senior Debt Service Reserve
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Requirement shall equal the sum of the least of the following amounts for the Bonds and any series of
Senior Sales Tax Bonds: one-half of the least of (i) 10% of the original net proceeds from the sale of such
series; (i1) 125% of average annual Debt Service for such series; and (iii) the maximum amount of Debt
Service due on such series in any future Fiscal Year, or, in any event, such lesser amount as may be required
to comply with the Code. See APPENDIX A — “SUMMARY OF CERTAIN PROVISIONS OF THE
SALES TAX BOND TRUST AGREEMENT — Definitions” and “Senior Debt Service Reserve Fund.” To
the extent that the amount on deposit in the Senior Debt Service Reserve Fund is less than the Senior Debt
Service Reserve Fund Requirement, the Authority is required to restore the amount on deposit in such
Senior Debt Service Reserve Fund. Upon issuance of the Bonds, the Senior Debt Service Reserve Fund will
be fully funded.

Deficiency Fund and Capital Maintenance Fund

Under a separate resolution, the Authority has created a Deficiency Fund and a Capital
Maintenance Fund, each of which are pledged to the holders of Assessment Bonds under the Assessment
Bond Trust Agreement and to the holders of Sales Tax Bonds under the Sales Tax Bond Trust
Agreement. The resolution requires that the Authority shall hold on deposit in such funds the amounts
determined from time to time by the Chief Financial Officer of the Authority in his sole discretion. As of
January 1, 2009, the Deficiency Fund Requirement and the Capital Maintenance Fund Requirement
equaled $0.1 million and $36.1 million, respectively. Each of the Deficiency Fund and the Capital
Maintenance Fund is held by the Authority and is expected to be used in its entirety to pay expenses of
the Authority during Fiscal Year 2009. See “THE AUTHORITY - Operations.”

Additional Indebtedness

One or more additional series of Sales Tax Bonds may be authenticated and delivered upon original
issue for any of the following purposes or any combination thereof: (i) to pay or provide for the payment of
other Authority bonds, notes or other obligations; (ii) to refund Outstanding Sales Tax Bonds; (iii) to pay
costs of the Authority in accordance with the Enabling Act; (iv) to make a deposit to the Bond Proceeds
Fund, the Deficiency Fund or the Capital Maintenance Fund, including any Accounts therein; (v) in the case
of Senior Sales Tax Bonds, to make a deposit to the Senior Debt Service Fund or the Senior Debt Service
Reserve Fund, including any Accounts therein; (vi) in the case of Subordinated Sales Tax Bonds, to make a
deposit to the Subordinated Debt Service Fund or the Subordinated Debt Service Reserve Fund, including
any Accounts therein; and (vii) to pay or provide for the payment of the costs incurred in connection with
the issuance of Sales Tax Bonds.

The Sales Tax Bonds of such series shall be authenticated only upon receipt of the Trustee (in
addition to the other documents required under the Sales Tax Bond Trust Agreement for the issuance of
Sales Tax Bonds) of a certificate of an Authorized Officer (i) setting forth (a) the Senior Net Debt Service
for all series of Sales Tax Bonds Outstanding immediately after such authentication and delivery for the
then current and each future Fiscal Year during which such series of Sales Tax Bonds will be
Outstanding, (b) the Combined Net Debt Service for all series of Sales Tax Bonds Outstanding
immediately after such authentication and delivery for the then current and each future Fiscal Year during
which such series of Sales Tax Bonds will be Outstanding and (c) the aggregate estimated payments due
and payable on Prior Obligations for the then current and each such future Fiscal Year; (ii) stating that the
amount on deposit in the Senior Debt Service Reserve Fund and the Subordinated Debt Service Reserve
Fund (after taking into account any surety bond, insurance policy, letter of credit or other similar
obligation on deposit therein) immediately after the authentication and delivery of the Sales Tax Bonds of
such series (and in the event that any Outstanding Sales Tax Bonds are then being redeemed, after such
redemption) will be at least equal to the Senior Debt Service Reserve Requirement and the Subordinated
Debt Service Reserve Fund Requirement, respectively; (iii) demonstrating, for the then current and each
future Fiscal Year, that the sum of the Assessment Floor Amount plus the Residual Sales Tax divided by
Net Debt Service (as defined in the Assessment Bond Trust Agreement) on outstanding Assessment
Bonds is equal to or greater than 1.50; and (iv) demonstrating that: (a) the Base Revenue Floor Amount
for each Fiscal Year during which such series of Sales Tax Bonds will be Outstanding is equal to or
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greater than, the sum of (i) the amount set forth in clause (i)(b) and (ii) the amount set forth in clause
(1)(c) for each such Fiscal Year; or (b) the Historic Dedicated Sales Tax Revenue Amount less, for the
then current and each future Fiscal Year during which such series of Sales Tax Bonds will be
Outstanding, the amount set forth in clause (i)(c), divided by, for each such Fiscal Year, the amount set
forth in clause (i)(a) and clause (i)(b), respectively, is equal to or greater than 2.00 and 1.50. See
APPENDIX A — “SUMMARY OF CERTAIN PROVISIONS OF THE SALES TAX BOND TRUST
AGREEMENT — PROVISIONS FOR ISSUANCE OF SALES TAX BONDS.”

For Fiscal Years 2009 - 2038, coverages for purposes of the additional bonds tests described in the
preceding paragraph are projected to be approximately 8.15 to 13.32 for the purpose of the test set forth in
clause (iii) above and approximately 1.87 to 37.55 for the test set forth in clause (iv)(a) above, in each case
after giving effect to the issuance of the Bonds and the refunding of the Refunded Bonds.

Under the Sales Tax Bond Trust Agreement, “Base Revenue Floor Amount” means (as of the date
of computation) the base revenue amount (as defined in Section 35T), as most recently certified by the
Comptroller of the Commonwealth in accordance with Section 35T. Under the Sales Tax Bond Trust
Agreement, “Historic Dedicated Sales Tax Revenue Amount” means (as of any date of computation) the
dedicated sales tax revenue amount, as defined in Section 35T, for any consecutive 12 of the last 24 months,
as determined by the Authority. “Assessment Floor Amount” means the amount below which the amount
assessed on cities and towns pursuant to the Enabling Act shall not be reduced in accordance with
Section 35T, and “Residual Sales Tax” means for any year the greater of the Base Revenue Floor Amount
and the Historic Dedicated Sales Tax Revenue Amount less the sum of (i) the estimated debt service on
Prior Obligations; (ii) Senior Net Debt Service; (iii) Subordinated Net Debt Service; and (iv) debt service on
indebtedness (other than Indebtedness) issued under the Sales Tax Bond Trust Agreement and secured by a
pledge of or security interest in and payable from the Dedicated Sales Tax.

The Authority reserves the right to issue bonds, notes or any other obligations or otherwise incur
indebtedness or to enter into a hedge agreement pursuant to other and separate resolutions or agreements of
the Authority, so long as such bonds, notes or other obligations are not, or such other indebtedness or
provider of the hedge agreement is not, except as provided in the Sales Tax Bond Trust Agreement, entitled
to a charge or a lien or right with respect to the Pledged Revenues or the Funds and Accounts created by or
pursuant to the Sales Tax Bond Trust Agreement.

The Sales Tax Bond Trust Agreement also provides for the issuance by the Authority of General
Fund Indebtedness, which means any debt issued by the Authority which is secured or payable from the
Pledged Revenues and other amounts on deposit from time to time in the General Fund, provided that the
priority of such pledge shall not be prior to or equal to the pledge made by the Sales Tax Bond Trust
Agreement for the benefit of Sales Tax Bonds.
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Statutory Covenant
The Enabling Act contains a statutory covenant that provides, in pertinent part, as follows:

In order to increase the marketability of any bonds or notes of the Authority which
may be secured by or payable from amounts held in the Commonwealth’s MBTA
State and Local Contribution Fund, the sums to be credited to the Fund ... are hereby
impressed with a trust for the benefit of the Authority and the holders from time to
time of any such bonds or notes, and, in consideration of the acceptance of payment
for any such bonds or notes, the Commonwealth covenants with the purchasers and
all subsequent holders and transferees of any such bonds or notes that while any such
bond or note shall remain outstanding, and so long as the principal of or interest on
any such bond or note shall remain unpaid, the sums to be credited to the Fund ...
shall not be diverted from the purposes identified [in the Enabling Act] and, so long
as such sums are necessary, as determined by the Authority in accordance with any
applicable trust agreement, bond resolution, or credit enhancement agreement, for the
purposes for which they have been pledged, the rates of the excises imposed by said
chapters 64H and 641 shall not be reduced below the dedicated sales tax revenue
amount or the base revenue amount and the amount to be assessed on cities and
towns pursuant to [the Enabling Act] shall not be reduced below $136,026,868 per
Fiscal Year.

In the opinion of Bond Counsel, this covenant is a valid contract between the Commonwealth and
the holders of Sales Tax Bonds and Assessment Bonds which is binding on future legislatures.
Furthermore, enactment of a law which would reduce the Pledged Revenues below that which is
necessary to satisfy the obligations of the Authority to the holders of the Sales Tax Bonds and Assessment
Bonds issued prior to enactment of such law, including the holders of the Bonds, would result in an
unconstitutional impairment of contract rights or taking of property rights unless such holders are
provided reasonable and adequate compensation.

The covenant with respect to the Dedicated Sales Tax relates only to the rate of the sales tax and
the Base Revenue Floor Amount, and not to the types of property and services that are taxed.

DEDICATED SALES TAX

Under the Enabling Act, the Dedicated Sales Tax consists of the greater of the base revenue amount
or the dedicated sales tax revenue amount. The dedicated sales tax revenue amount is equal to the amount
raised by a one percent (1%) statewide sales tax, which equals 20% of the existing statewide 5% sales tax
(excluding meals tax). The base revenue amount increases by the percentage change in inflation, as
measured by the Boston Consumer Price Index (the “Boston CPI”) for the prior year, except as follows:

e Ifthe percent change in inflation, as measured by the Boston CPI for the prior year, is greater
than or equal to 3% and there was an increase in the dedicated sales tax revenue amount, the
base revenue amount is increased by 3%.

e Ifthe percent change in inflation, as measured by the Boston CPI for the prior year, is less than
3% but greater than the percent increase in the dedicated sales tax revenue amount, the base
revenue amount is increased by the same percentage increase as the amount of the dedicated
sales tax revenue percentage increase; provided, however, that such increase shall in no event
exceed 3%.

e [fthere was no increase in the dedicated sales tax revenue amount, the base revenue amount is
held constant.
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The following table sets forth, for Fiscal Year 2001 through Fiscal Year 2009, the base revenue
amount as certified by the Comptroller in accordance with the Enabling Act:

Fiscal Base Revenue Percent
Year Amount Increase
2001 $645,000,000 ---
2002 664,350,000 3.00%
2003 684,280,500 3.00
2004 684,280,500 0.00
2005 704,808,915 3.00
2006 712,585,739 1.10
2007 733,963,311 3.00
2008 755,982,210 3.00
2009 767,056,684 1.46

Pursuant to the Enabling Act, the dedicated sales tax revenue amount is credited to the State and
Local Contribution Fund. For the purpose of determining the dedicated sales tax revenue amount to be
credited to the State and Local Contribution Fund, the Comptroller shall on March 1 of each year certify the
base revenue amount for the following Fiscal Year. On March 15 of each year, the Comptroller shall, after
consultation with and based on projections of the department of revenue, certify whether the dedicated sales
tax revenue amount is projected to exceed the base revenue amount for the upcoming Fiscal Year. If the
Comptroller certifies that the projected dedicated sales tax revenue amount will be less than the base
revenue amount, then the Comptroller shall for the following Fiscal Year credit to the Fund amounts
sufficient to meet the base revenue amount. If the Comptroller certifies that the projected dedicated sales tax
revenue amount will exceed the base revenue amount, then the Comptroller shall for the following Fiscal
Year credit to the Fund the dedicated sales tax revenue amount. On November 15 of each year, the
Comptroller shall certify whether the dedicated sales tax revenue amount as of that date is projected to
exceed the base revenue amount for the current Fiscal Year. If the Comptroller certifies that the dedicated
sales tax revenue amount is projected to be less than the base revenue amount, then the Comptroller shall
credit to the Fund amounts sufficient to meet the base revenue amount for that Fiscal Year. If the
Comptroller certifies that the dedicated sales tax revenue amount is greater than the base revenue amount,
then the Comptroller shall credit to the Fund the dedicated sales tax revenue amount. On April 1 of each
year the Comptroller shall repeat the certification process required on November 15 and shall credit the
appropriate amount to the Fund. In accordance with the MOU, the Dedicated Sales Tax is deposited not
later than the last business day of each month, on account of the prior month.

In accordance with the foregoing procedure, for Fiscal Year 2008, the base revenue amount of
$755.98 million exceeded the preliminary dedicated sales tax revenue estimate of $690.76 million and the
difference was credited to the State and Local Contribution Fund. On March 1, 2008, the Comptroller
certified, with respect to Fiscal Year 2009, that the projected base revenue amount was $767.06 million. On
November 15, 2008, the Comptroller projected the dedicated sales tax amount is $681.1. Based on January
13, 2009 revised A&F tax revenue estimate for Fiscal Year 2009, the Department of Revenue currently
estimates that the projected dedicated sales tax revenue amount for Fiscal Year 2009 will be $656.8 million,
below the base revenue amount of $767.06 million. The difference is credited to the State and Local
Contribution Fund.

The existing 5% sales tax applies generally to retail sales of tangible personal property, meals, and
telecommunications services, subject to certain statutory exemptions, including food that is not served as
part of a meal and most clothing. A complementary use tax is imposed on storage, use or consumption of
the same property or services, subject generally to the same exemptions, to the extent such property or
services have not already been subject to sales tax in Massachusetts or another state. The Dedicated Sales
Tax excludes any portion of the sales tax imposed on the sales of meals.
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The following table sets forth, for Fiscal Year 1977 through Fiscal Year 2008, the Commonwealth’s

total sales tax receipts, less sales tax on meals and less sales tax receipts from the Convention Center

Financing District in Boston, as described below. The sales tax figures in the table are sales tax receipts after
reimbursements and abatements. The “regular” sales tax was first imposed in April 1966 at a rate of 3%. In
July 1976, this rate was increased to 5%. Sales of tangible personal property including motor vehicles were
first taxed in Massachusetts under Stat. 1966 c. 14, § 1 at a rate of 3%. Originally a temporary tax, this tax
was made permanent by Stat. 1967, c. 757, which enacted the first 31 sections of the sales tax. The new tax
was also at 3%, and was effective January 1, 1968. The rate of tax was changed to 5% by Stat. 1975, c. 684,
§ 59, effective November 12, 1975. In 1991, a new law added services to the regular sales tax base, but prior
to receipt of any sales tax on services, the law was partially repealed. Only telecommunications services
remain in the regular sales tax base. In January 1998, the payment schedule for businesses with tax liabilities
greater than $25,000 per year was changed to simplify the time period on which such payments are based.
While the timing change did not affect the amount of tax owed by the affected businesses, the new payment
schedule caused a one-time delay in receipt of tax revenues realized in Fiscal Year 1998. Commencing July
1, 1997, total sales tax receipts exclude all receipts from the excise imposed upon sales at retail by vendors
located in the Convention Center Financing District in Boston and vendors located in hotels in Cambridge

and in Boston, outside of the Convention Center Financing District, in each case only for vendors that

opened after July 1, 1997. The total amount of such excluded receipts for Fiscal Years 2003, 2004, 2005,
2006, 2007 and 2008 were $34,898, $55,573, $992,105, $956,735, $1,664,557 and $2,884,929, respectively.

Historical Commonwealth Sales Tax Receipts”

Fiscal Sales 20% of Salei % Increase/ Fiscal Sales 20% of Saleg*Tax % Increase/
Year Tax Receipts | Tax Receipts (Decrease) Year Tax Receipts Receipts (Decrease)
1977 $441,842,408 $88,368,482 27.2 1993 $1,820,971,551 $364,194,310 8.2
1978 520,701,180 104,140,236 17.8 1994 1,978,773,555 395,754,711 8.7
1979 577,811,734 115,562,347 11.0 1995 2,136,971,274 427,394,255 8.0
1980 608,428,226 121,685,645 5.3 1996 2,252,083,428 450,416,686 5.4
1981 704,188,866 140,837,773 15.7 1997 2,494,701,986 498,940,397 10.8
1982 753,147,231 150,629,446 7.0 1998 2,572,447,261 514,489,452 3.1
1983 865,291,925 173,058,385 14.9 1999 2,833,016,602 566,603,320 10.1
1984 1,041,797,387 208,359,477 20.4 2000 3,107,166,500 621,433,300 9.7
1985 1,209,522,818 241,904,564 16.1 2001 3,272,953,839 654,590,768 5.3
1986 1,452,092,246 290,418,449 20.1 2002 3,193,946,638 638,789,328 2.4)
1987 1,600,004,046 320,000,809 10.2 2003 3,196,008,691 639,201,738 0.1
1988 1,733,312,576 346,662,515 8.3 2004 3,211,141,238 642,228,248 0.5
1989 1,787,062,915 357,412,583 3.1 2005 3,330,838,208 666,167,642 3.7
1990 1,660,519,469 332,103,894 (7.1) 2006 3,420,208,843 684,041,769 2.7
1991 1,617,727,175 323,545,435 (2.6) 2007 3,458,884,551 691,776,910 1.1
1992 1,682,319,431| 336,463,886 4.0 2008 3,453,776,709 690,755,342]  (0.1)

Source: Massachusetts Department of Revenue
* Total sales tax receipts after reimbursements and abatements, less sales tax on meals and less sales tax from the Convention Center Financing

District of Boston.

** Estimated dedicated sales tax revenue amount.
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The Bonds are not general obligations of the Commonwealth and are not secured by the full
faith and credit of the Commonwealth. The Bonds are payable only from Pledged Revenues and
other moneys available to the owners of the Bonds under the Sales Tax Bond Trust Agreement. See
“SECURITY FOR THE SALES TAX BONDS.”

ASSESSMENT BOND TRUST AGREEMENT AND ASSESSMENTS

The Assessment Bond Trust Agreement provides that the Authority may incur particular
obligations, including, without limitation, Assessment Bonds, and provides for, to the extent of available
funds under the Assessment Bond Trust Agreement, the payment of Sales Tax Bonds to the extent there are
insufficient funds available therefore under the Sales Tax Bond Trust Agreement. Obligations under the
Assessment Bond Trust Agreement are payable from and secured by a pledge of the Assessment Pledged
Revenues (hereinafter defined) and a lien and charge on all funds and accounts created under the
Assessment Bond Trust Agreement (other than the Bond Proceeds Fund while it is held and administered by
the Authority and the Rebate Fund and as otherwise described below).

Pledge Under the Assessment Bond Trust Agreement

Obligations under the Assessment Bond Trust Agreement are special obligations of the Authority
payable solely from the items pledged therefor pursuant to the terms of the Assessment Bond Trust
Agreement. Such pledge includes the following:

e all Assessment Pledged Revenues;
e Dedicated Payments allocated to Assessment Bonds and interest earnings thereon, if any;

e amounts received from the trustee under the Sales Tax Bond Trust Agreement in accordance
with the Assessment Bond Trust Agreement;

e the Deficiency Fund and the Capital Maintenance Fund including the investments, if any,
thereof; and

e all Funds and Accounts established under the Assessment Bond Trust Agreement (other than
the Bond Proceeds Fund, while it is held and administered by the Authority, and the Rebate
Fund), including the investment income thereon, if any.

Under the Enabling Act, the above amounts constituting Dedicated Revenues shall not be reduced
or diverted as described under “SECURITY FOR THE SALES TAX BONDS — Statutory Covenant.”

The above are pledged for the payment, first, of Assessment Bonds and, second, of Sales Tax
Bonds, as the respective interests of the holders thereof may appear, in accordance with the respective terms
of such Bonds and the Assessment Bond Trust Agreement.

Under the MOU, Assessments shall be deposited to the Fund quarterly on September 30,
December 31, March 31 and June 30. Assessments are collected by the Commonwealth and deducted from
payments from the Commonwealth’s general revenue sharing funds and specific program funds to cities,
towns and regional school districts (“Local Aid”) payable by the Commonwealth to assessed cities and
towns. The amount of any assessment which exceeds a city or town’s Local Aid is payable directly by such
city or town. Under Commonwealth law, there are other competing deductions and potential intercepts of
Local Aid.
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In accordance with the Assessment Bond Trust Agreement, Assessments credited to the State and
Local Contribution Fund shall be deposited as soon as practicable to the Assessment Pledged Revenue
Fund; provided, however, that the Authority has certified to the Commonwealth that it has provided for the
payment of its Prior Obligations due in any particular Fiscal Year in its annual budget for such Fiscal Year.

Under the Assessment Bond Trust Agreement, “Pledged Revenues” (referred to herein as the
“Assessment Pledged Revenues”) means Assessments, payments received by the Authority from a Provider
of a Hedge Agreement that is not a Qualified Hedge and Alternate Revenues, if any. Notwithstanding the
preceding sentence, however, Pledged Revenues shall not include (i) Sales Tax Dedicated Payments; or (ii)
amounts received under a Qualified Hedge Agreement which are deposited in the Debt Service Fund and
have been relied upon in calculating Net Debt Service in accordance with the Assessment Bond Trust
Agreement.

Under the Assessment Bond Trust Agreement, “Dedicated Payments” (referred to herein as the
“Assessment Dedicated Payments™) means any revenues of the Authority which are not Sales Tax Pledged
Revenues as defined in the Assessment Bond Trust Agreement as initially entered into, which the Authority
subsequently pledges as additional security for its payment obligations on Assessment Bonds pursuant to a
resolution of the Authority and which are specifically designated as Sales Tax Dedicated Payments by the
Authority in accordance with the limitations of the Assessment Bond Trust Agreement and, accordingly, are
to be deposited in the Debt Service Fund upon receipt. See APPENDIX C — “SUMMARY OF CERTAIN
PROVISIONS OF THE ASSESSMENT BOND TRUST AGREEMENT.”

Flow of Funds

The Assessment Bond Trust Agreement establishes the following Funds and Accounts, to be held
and administered by the Trustee:

(1) the Assessment Bond Pledged Revenue Fund;

(2) the Debt Service Fund;

3) the Debt Service Reserve Fund; and

4) the General Fund.

The Assessment Bond Trust Agreement establishes the following Funds and Accounts, to be held
and administered by the Authority:

(1) the Assessment Bond Proceeds Fund, which shall include a Capital Account and such other
Accounts as the Authority may create by Supplemental Agreement; and
(2) the Rebate Fund.

The Authority by Supplemental Agreement authorizing a series of Assessment Bonds may
designate that one or more Accounts in the Bond Proceeds Fund created by such Supplemental Agreement
be held and administered by the Trustee and pledged to the Owners of the Assessment Bonds.

For a description of the Funds and Accounts under the Assessment Bond Trust Agreement, see
APPENDIX C - “SUMMARY OF CERTAIN PROVISIONS OF THE ASSESSMENT BOND TRUST
AGREEMENT.”

For an illustration of the flow of funds under the Assessment Bond Trust Agreement, see
“SECURITY FOR THE SALES TAX BONDS — Flow of Funds.”

Indebtedness Under the Assessment Bond Trust Agreement
For a description of the conditions to the Authority issuing indebtedness under the Assessment

Bond Trust Agreement, see APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE
ASSESSMENT BOND TRUST AGREEMENT.”
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Statutory Covenant

The Enabling Act contains a statutory covenant that provides that the amount to be assessed on
cities and towns shall not be reduced below $136,026,868 per Fiscal Year. See “SECURITY FOR THE
SALES TAX BONDS — Statutory Covenant.”

In the opinion of Bond Counsel, this covenant is a valid contract between the Commonwealth and
the holders of Bonds which is binding on future legislatures. Furthermore, enactment of a law which
would reduce the Dedicated Revenues below that which is necessary to satisfy the obligations of the
Authority to the holders of Assessment Bonds and Sales Tax Bonds issued prior to enactment of such
law, would result in an unconstitutional impairment of contract rights or taking of property rights unless
such holders are provided reasonable and adequate compensation.

The covenant with respect to the Assessments relates only to the aggregate amount of
Assessments to be collected and not to the communities which are assessed or the amounts assessed on
individual communities.

Assessments

Under the Enabling Act, the Commonwealth’s annual obligation to support the Authority for
operating costs and debt service will be limited to the Dedicated Revenues.

The Dedicated Revenues are credited upon receipt, without appropriation, to the
Commonwealth’s State and Local Contribution Fund. Such amounts shall be disbursed to the Authority
upon the request of the General Manager so long as the Authority shall certify each year that it has
provided in its budget for the payment of the Prior Obligations due during such year. In connection with
its Fiscal Year 2009 budget, the Authority has certified that it has provided for the payment of Prior
Obligations during Fiscal Year 2009 in such annual budget.

Pursuant to the MOU, Assessments shall be deposited to the Fund quarterly, on September 30,
December 31, March 31 and June 30. Such quarterly dates are the dates not later than which the
Commonwealth is required to pay Local Aid to cities and towns.

Under the Prior Act, specified cities and towns were assessed to reimburse the Commonwealth
for cash advances made to pay the Authority’s Net Cost of Service on account of prior fiscal periods. The
amount of assessments for any particular period varied, depending on the amount of the Net Cost of
Service for that period and offsetting state appropriations, among other things. The Enabling Act
increased the number of assessed cities and towns from 78 to 175 commencing in Fiscal Year 2002.
Beginning in Fiscal Year 2006, Assessments cannot be less than $136,026,868 and are adjusted each year
thereafter for inflation, provided that such amount shall not increase by more than 2.5% per year. Under a
transition provision, the Assessments paid by the previously assessed 78 cities or towns for Fiscal Year
2001 were frozen at the Fiscal Year 2000 level ($144,578,734). Beginning in Fiscal Year 2002 and each
Fiscal Year thereafter through Fiscal Year 2006, Assessments were reduced in five equal installments,
while, commencing with Fiscal Year 2002, the additional cities and towns have been assessed and their
portion of the Assessments were increased through Fiscal Year 2006 in five equal installments. In each
case, individual Assessments are determined according to a weighted population formula. Total
Assessments for Fiscal Years 2007 and 2008 were $139,427,540 and $142,913,229, respectively. Total
Assessments for Fiscal Year 2009 are expected to be $146,486,060. Beginning in Fiscal Year 2002, cities
and towns that are also assessed for regional transit authority expenses received a dollar-for-dollar credit
against the Assessments, but this has no effect on the total amount assessed for the Authority, because the
credited amounts are re-assessed on the “14 cities and towns” and the “51 cities and towns,” but not on
the “other served communities,” as each is defined in the Enabling Act. See APPENDIX E —
“INFORMATION REGARDING ASSESSMENTS AND LOCAL AID” for historical information on the
amounts of Local Aid, Authority Assessments and other assessments related to the cities and towns in the
Authority’s territory.

34



Assessments are collected by the Commonwealth pursuant to Section 20 of Chapter 59 of the
General Laws, which deals generally with the collection of state assessments and charges. Under Section
20, the State Treasurer must, not later than August 20 of each year, send formal notice by mail to the
assessors and treasurers of municipalities that owe assessments and charges payable to the
Commonwealth. In addition, Section 20 provides that the State Treasurer is to reduce the amounts
payable by the Commonwealth to affected cities and towns under specified Local Aid programs by the
amount of such assessments and charges and is to make payments to cities and towns in four quarterly
installments, on or before each September 30, December 31, March 31 and June 30.

Pursuant to the Enabling Act, the Dedicated Revenues are credited to the Fund and may be
disbursed to the Authority without appropriation and outside the state budget process, provided that the
Authority certifies each year that it has provided for payment of the Prior Obligations in such year in its
annual budget. The Authority will provide for payment of Prior Obligations from the Dedicated Sales
Tax. See “SECURITY FOR THE SALES TAX BONDS.” The Enabling Act contains a statutory
covenant to the effect that the Dedicated Revenues may not be reduced or diverted. See “SECURITY
FOR THE SALES TAX BONDS - Statutory Covenant.”

If the amount of assessments and other charges due to the Commonwealth by a particular city or
town exceeds the amount of its Local Aid, Section 20 provides that the local treasurer must pay the
remaining amount owed to the State Treasurer pursuant to a schedule established by the Secretary of
Administration and Finance. If the amount is not paid by the city or town within the time specified, the
State Treasurer must notify the local treasurer, who must then pay into the state treasury, in addition to the
sum assessed, such further sum as would equal 1% per month during the delinquency from and after the
time specified. If the amount remains unpaid after the expiration of ten (10) days after the time specified,
the State Treasurer is explicitly authorized by Section 20 to sue the delinquent city or town in the
Supreme Judicial Court. Upon notice to the delinquent city or town and after a summary hearing before
the court or a single justice of the court, an order may be issued enforcing the payment under such
penalties as the court or the single justice may require. The State Treasurer is also authorized by Section
20 to deduct at any time from any moneys which may be due from the Commonwealth to such city or
town the whole or any part of any sum so assessed or any other sum or sums which may be due and
payable to the Commonwealth from such city or town, together with accrued interest thereon.

Although the Enabling Act contemplates a course of action in the event the amount of
assessments and other charges due to the state by a particular city or town exceeds the amount payable by
the Commonwealth, historically, all of the cities and towns required to pay the Assessments currently
receive substantially more Local Aid than they owe in state charges and assessments. See APPENDIX E
— “INFORMATION REGARDING ASSESSMENTS AND LOCAL AID.”

Other Withholding of Local Aid

Qualified Bonds. The Commonwealth’s Qualified Bond Act enables cities and towns, with the
approval of a board comprised of the Commonwealth’s Attorney General, State Treasurer, State Auditor,
and Director of Accounts, or their designees (the “Qualified Bond Act Board”), to issue “qualified
bonds,” i.e., bonds on which the debt service is paid directly by the State Treasurer. The State Treasurer
pays the debt service on behalf of the city or town according to the debt service schedule that has been
established at the time of issuance by the city or town, and then subsequently deducts the debt service
amount from distributable aid payable to the city or town or, if the amount of distributable aid in that year
is insufficient for the purpose, from any other amounts payable by the state to the city or town. One of the
factors to be taken into account by the Qualified Bond Act Board in giving its approval is the amount of
state Local Aid payments likely to be made to the city or town compared to the amount of debt service on
the qualified bonds. The Qualified Bond Act contains a statutory covenant for the benefit of the holders of
qualified bonds that the Commonwealth will not give a priority to any other deduction from Local Aid
which is superior in right or prior in time to debt service payments on qualified bonds. The covenant
makes clear, however, that the Commonwealth is not obligated to continue authorizing Local Aid
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payments. Neither this covenant nor anything else in the Qualified Bond Act constitutes a pledge of the
Commonwealth’s credit, and nothing in the act relieves the issuing city or town from its ultimate
responsibility for the debt service on the bonds. Currently, nine communities in the Authority’s territory,
Beverly, Brockton, Chelsea, Haverhill, Lawrence, Lowell, Medway, Quincy and Revere have outstanding
Qualified Bonds.

Potential Local Aid Intercepts

Under certain circumstances, the State Treasurer is required to intercept a portion of a city or
town’s Local Aid in the event of non-payment of an obligation by such city or town.

Massachusetts Water Resources Authority. The Massachusetts Water Resources Authority (the
“MWRA”) provides wholesale water and wastewater services to numerous cities and towns in
Massachusetts, for which it assesses charges. The MWRA’s enabling act contains a Local Aid intercept
provision pursuant to which the MWRA may, in the event of a payment delinquency on the part of a city
or town, certify the unpaid amount to the State Treasurer, whereupon the State Treasurer must promptly
pay to the MWRA any amount otherwise certified to the State Treasurer for payment to the city or town
as Local Aid until such time as any deficiency in the city or town’s payment of charges to the MWRA has
been set off by such payments from the State Treasurer. In the case of the cities of Boston and Lynn,
Local Aid payments are not subject to setoff under the MWRA’s enabling act on account of the payment
obligations of the Boston Water and Sewer Commission and the Lynn Water and Sewer Commission
(“LWSC”), respectively. If water and sewer commissions are established in other cities in the future,
Local Aid payments to those cities will be subject to the intercept. The MWRA has utilized the intercept
mechanism six times since 1990 for cities and towns in the Authority’s territory.

Massachusetts Water Pollution Abatement Trust. The Massachusetts Water Pollution Abatement
Trust (the “Trust”) makes loans to cities, towns and other units of regional and local government
(including the MWRA, LWSC and the South Essex Sewage District (“SESD”)) to finance water and
wastewater treatment facilities. The Trust’s enabling act contains two Local Aid intercept provisions
relative to amounts owed on loans, one governing payments owed to a regional unit of government (such
as the MWRA, LWSC and SESD) by the underlying cities, towns and other entities receiving service
from that regional unit and one governing payments by Trust borrowers directly to the Trust. In the
former case, the regional entity may certify to the State Treasurer the amount owing to the regional entity,
whereupon the State Treasurer must promptly pay to the regional entity any Local Aid distributions
otherwise certified to the State Treasurer as payable to the offending city or town until such time as the
deficiency has been offset. In the case of the intercept provisions in the Trust’s enabling act, Local Aid
payments to cities served by water and sewer commissions, such as Boston and Lynn, are subject to
offset. In the latter case, the Trust itself may certify to the State Treasurer the amount of the delinquency,
and the State Treasurer must promptly pay to the Trust any Local Aid distributions otherwise payable to
the borrowing entity. If the borrowing entity is a regional entity consisting of more than one local entity,
and if the Trust determines that the regional borrower’s delinquency is attributable to a particular local
entity, the Trust may certify to the State Treasurer to have that local entity’s Local Aid payments diverted.
If the Trust determines that no local entity is in default to the regional borrower, the State Treasurer must
pay the Trust and deduct Local Aid payments otherwise payable to all of the underlying local entities
constituting the regional entity pro rata. If a local entity is in default both to a regional entity and to the
Trust, intercepted Local Aid distributions are to be paid pro rata by the State Treasurer to the regional
entity and to the Trust.

There are no provisions in state law governing the priority among these various Local Aid
withholding or intercept provisions. However, Assessments are deducted from state Local Aid payments
at the end of each calendar quarter. In the past, Local Aid payments have been advanced to a distressed
city or town. State grants to municipalities under the school building assistance program are payable at
various times throughout the year. Local payments to the MWRA are payable in four equal installments
due on or before September 15, November 15, March 15 and May 15 of each Fiscal Year, while payments
to the Trust are generally due on August 1 and February 1 of each Fiscal Year.
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Legal Obligations of Assessed Cities and Towns

Although the mechanism by which a city or town “pays” Assessments is by deduction from Local
Aid distributions received from the State Treasurer, payment of Assessments is a legal obligation of each
assessed city and town. Under Section 21 and Section 23 of Chapter 59 of the General Laws, local
assessors are required to include Assessments in the computation of the local tax rate. Along with debt
service, final judgments and certain other specified items, assessments and charges owing to the state
must be included in the total amount to be raised by taxation. In practice, the deduction of Local Aid
distributions from the amount to be raised by the tax levy masks this requirement, but the obligation of
the city or town to raise the money by taxation remains. Proposition 2% provides that the total taxes
assessed within a city or town may not exceed 2.5% of the full and fair cash value of all real estate and
personal property in the city or town (the “maximum levy limit”) and further provides that the maximum
levy limit may not increase annually by more than 2.5%, with certain exceptions, as more fully described
under “Proposition 2'2” herein. Currently, the payment of Assessments is effectively shielded from these
provisions by virtue of the deduction of such payments from Local Aid distributions. Because
Assessments are imposed directly by statute, they must be paid by the assessed city or town whether or
not the local property tax rate for that Fiscal Year has been approved and whether or not the local budget
for that Fiscal Year has been approved.

As noted above, cities and towns are subject to suit by the State Treasurer for payment of
Assessments. Under state law, the payment by a city or town of its Assessment is not limited to a
particular fund or revenue source and, as a result, such Assessment constitutes a general obligation of the
city or town. The only provisions in state law that provide for priorities among municipal obligations are
the provisions for setoffs against state Local Aid payments and the provisions of the Qualified Bond Act.
There is no provision in state law for a lien on any portion of the local property tax levy to secure a
particular obligation, including assessments, judgments or debt service, in priority to other claims. Cities
and towns do have standing authority to borrow to pay final judgments, subject to the general debt limit.
Subject to the approval of the state Director of Accounts for judgments above $10,000, judgments may
also be paid from available funds without appropriation and included in the next tax levy unless otherwise
provided for.

Under the Enabling Act, the obligation to pay Assessments is not contingent upon the Authority’s
provision of specified transportation services to the affected cities and towns. Some assessed cities and
towns receive no direct service from the Authority, as was the case under the Prior Act. The validity of
the assessments under the Prior Act was upheld by the Supreme Judicial Court in 1965, when the
constitutionality of the Prior Act was challenged, and in 1975, when the assessment provisions were
challenged by a town that received no direct service. In those decisions and in others involving similar
mechanisms for apportioning costs of various public services on groups of communities, the court has
acknowledged that cost allocations must be reasonable and may not be arbitrary, but the court has
emphasized that the burden imposed upon a particular city or town need not be proportional to the
benefits it receives. The court has recognized that “[b]y any measuring and apportioning schemes that can
feasibly be administered, only a rough approximation of equality in the distribution of burdens can be
had” and has indicated that it would defer to the Legislature’s chosen methodology unless it is “arbitrary,
despotic or a flagrant misuse of legislative power.”

Proposition 2Y;

In November 1980, voters in the Commonwealth approved a statewide tax limitation initiative
petition, commonly known as Proposition 2%, to constrain levels of property taxation and to limit the
charges and fees imposed on cities and towns by certain governmental entities, including county
governments. Proposition 2/ is not a provision of the state constitution and accordingly is subject to
amendment or repeal by the legislature. Proposition 2'4, as amended to date, limits the property taxes that
may be levied by any city or town in any Fiscal Year to the lesser of (i) 2.5% of the full and fair cash
valuation of the real estate and personal property therein; and (ii) 2.5% over the previous year’s levy limit
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plus any growth in the tax base from certain new construction and parcel subdivisions. Proposition 27>
also limits any increase in the charges and fees assessed by certain governmental entities, including
Assessments, on cities and towns to the sum of (i) 2.5% of the total charges and fees imposed in the
preceding Fiscal Year; and (ii) any increase in charges for services customarily provided locally or
services obtained by the city or town at its option. The law contains certain override provisions and, in
addition, permits debt service on specific bonds and notes and expenditures for identified capital projects
to be excluded from the limits by a majority vote at a general or special election. At the time Proposition
2', was enacted, many cities and towns had property tax levels in excess of the limit and were therefore
required to roll back property taxes with a concurrent loss of revenues. Between Fiscal Year 1981 and
Fiscal Year 2008, the aggregate property tax levy grew from $3.347 billion to $10.989 billion, a
compound annual growth rate of 4.5%.

Proposition 2% allows a community, through voter approval, to override the levy limit of
Proposition 2%, or to assess taxes in excess of its levy limit for the payment of certain capital projects
(capital outlay expenditure exclusions) and for the payment of specified debt service costs (debt
exclusions).

Local Aid

During the 1980s, the Commonwealth increased Local Aid to mitigate the impact of Proposition 2%2
on local programs and services. In Fiscal Years 2006 and 2007, 18% and 19.6%, respectively, of the
Commonwealth’s budgeted spending was allocated to direct Local Aid. Since Fiscal Year 2006 Local Aid
expenditures are exclusive of the school building assistance program, which was restructured and moved off
budget in Fiscal Year 2006. Local Aid payments to cities, towns and regional school districts take the form
of both direct and indirect assistance. Direct Local Aid consists of general revenue sharing funds and
specific program funds sent directly to local governments and regional school districts as reported on the
“cherry sheet,” excluding certain pension funds and nonappropriated funds.

As a result of comprehensive education reform legislation enacted in June, 1993, a large portion
of general revenue sharing funds is earmarked for public education and is distributed through a formula
designed to provide more aid to the Commonwealth’s poorer communities. The legislation requires the
Commonwealth to distribute aid to ensure that each district reaches at least a minimum level of spending
per public education pupil. Since Fiscal Year 2004, the Commonwealth has fully funded the
requirements imposed by this legislation in each of the annual budgets. Beginning in Fiscal Year 2007,
the Legislature implemented a new model for the program which was adjusted to resolve aspects of the
formulas that were perceived to be creating inequalities in the aid distribution. In Fiscal Year 2009, the
third year of this five-year model, the Commonwealth will provide a total of $3.949 billion of state aid
through this program.

Another component of general revenue sharing, the Lottery and Additional Assistance programs,
provides unrestricted funds for municipal use. There are also several specific programs funded through
direct Local Aid, such as highway construction, school building construction, and police education
incentives.

Except for delays in distributions of Local Aid in Fiscal Years 1989 and 1990, the
Commonwealth has always paid Local Aid on schedule. In response to a budget deficit in Fiscal Year
1989, the Commonwealth delayed for one month the payment of approximately 10% of Local Aid
(excluding amounts applicable to debt service on local government bonds). Local Aid payments which
the recipient identified as applicable to debt service on its obligations were paid on time. Similarly, as a
result of the Commonwealth’s Fiscal Year 1990 deficit, the Commonwealth deferred $1.26 billion of
Local Aid due June 30, 1990 which was paid in early Fiscal Year 1991.

During Fiscal Year 2003, the Governor of the Commonwealth reduced Local Aid in response to

declining revenues of the Commonwealth, pursuant to authority under Chapter 29, Section 9C of the
Massachusetts General Laws. In the Fiscal Year 2004 General Appropriations Act, direct Local Aid was
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reduced by an additional $288.7 million, or 5.7%. The Fiscal Year 2004 final supplemental appropriations
act signed into law on September 17, 2004 appropriated $75 million in one-time local aid payments to be
distributed in Fiscal Year 2005.

On January 23, 2009, the Governor announced that Fiscal Year 2009 Local Aid shall be reduced
by $128 million. In addition, Fiscal Year 2010 Local Aid may be further reduced by $375 million.
Notwithstanding such reductions, the Local Aid still shall exceed the amount of state charges and
assessments owed by each city or town required to pay Assessments. See APPENDIX E —
“INFORMATION REGARDING ASSESSMENTS AND LOCAL AID.”

LEGAL INVESTMENTS AND SECURITY FOR DEPOSITS

Under the Enabling Act, the Bonds are made securities in which all public officers and public
bodies of the Commonwealth and its political subdivisions, all insurance companies, trust companies,
banking associations, savings banks, cooperative banks, investment companies, executors, trustees and other
fiduciaries, and all other persons whatsoever who are now or may hereafter be authorized to invest in bonds
or notes or other obligations of a similar nature may properly and legally invest funds, including capital,
deposits or other funds in their control or belonging to them. The Bonds are hereby made securities which
may properly and legally be deposited with and received by any state or municipal officer or any agency or
political subdivision of the Commonwealth for any purpose for which the deposit of bonds or other
obligations of the Commonwealth now or may hereafter be authorized by law.

LITIGATION

The Authority is engaged in numerous matters of routine litigation. These matters include tort and
other claims where the Authority’s liability is in whole or in part self-insured. In the opinion of the
Authority’s General Counsel, these matters are not reasonably expected to require amounts to be paid by
the Authority which in the aggregate would be material to the financial information contained herein.
Other cases and claims include disputes with contractors, and others, arising out of the Authority's capital
investment program. In the opinion of the Authority’s General Counsel, any amounts reasonably expected
to be paid by the Authority would be within the scope of grant funds and other moneys available to the
Authority for the respective projects.

LEGISLATION

Legislation is periodically filed in the state legislature relating to the Authority. Such bills are
subject to the legislative process and no prediction can be made as to whether or not such bills will be
enacted into law. In addition, any such legislation enacted subsequent to the issuance of the Bonds would
with respect to the Bonds be subject to the provisions of Article 1, Section 10 of the United States
Constitution prohibiting any law impairing the obligation of contracts and therefore could not
unconstitutionally impair the contract of the holders of the Bonds.

TAX EXEMPTION

Bond Counsel is of the opinion that, under existing law, interest on the Bonds will not be included
in the gross income of the holders of the Bonds for federal income tax purposes. This opinion is expressly
conditioned upon compliance with certain requirements of the Internal Revenue Code of 1986, as amended
(the “Code”), which requirements must be satisfied subsequent to the date of issuance of the Bonds in order
to ensure that interest on the Bonds is and continues to be excludable from the gross income of the holders
thereof. Failure to so comply could cause the interest on the Bonds to be included in the gross income of the
holders thereof, retroactive to the date of issuance of the Bonds. In particular, and without limitation, those
requirements include restrictions on the use, expenditure and investment of proceeds and payment of rebate,
or penalties in lieu of rebate, to the United States, subject to certain exceptions. The Authority has provided
covenants and certificates as to continued compliance with such requirements.
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Notwithstanding the fact that the Series A Bonds are identified herein as being issued for the
purpose of funding capital projects of the Authority and the Series B Bonds are identified herein as being
issued for the purpose of refunding the Refunded Bonds, for federal tax purposes the Bonds are being
allocated pro rata to refunding of the Refunded Bonds and funding the capital costs. The term “Allocable
Refunding Bonds” shall mean that portion of each of the Bonds allocated to refunding purposes in the
proportion set forth in Appendix H. The term “Allocable Non-Refunding Bonds™ shall mean that portion
of each of the Bonds allocated to funding the capital costs in the proportion set forth in Appendix H.
Appendix H sets forth the proportional allocation of the Bonds as between the Allocable Refunding
Bonds and the Allocable Non-Refunding Bonds for this purpose.

In the opinion of Bond Counsel, under existing law, interest on the Bonds will not constitute a
preference item under section 57(a)(5) of the Code for purposes of computation of the alternative
minimum tax imposed on certain individuals and corporations under section 55 of the Code, Bond
Counsel expresses no opinion on whether interest on the Bonds will be included in the “adjusted current
earnings” of corporate holders of such bonds so as to be taken into account under section 56(g) of the
Code in the computation of the alternative minimum tax applicable to certain corporations. However,
subject to guidance that may subsequently be provided by the United State Treasury and the Internal
Revenue Service, pursuant to the American Recovery and Reinvestment Act of 2009 (the “Recovery
Act”), interest on the Allocable Non-Refunding Bonds, but not the Allocable Refunding Bonds, may be
excluded from the “adjusted current earnings” of corporate holders of such bonds and therefore not be
taken into account under section 56(g) of the Code in the computation of the alternative minimum tax
applicable to certain corporations.

Bond Counsel has not opined as to other federal tax consequences of holding the Bonds. However,
prospective purchasers should be aware that (i) section 265 of the Code denies a deduction for interest on
indebtedness incurred or continued to purchase or carry the Bonds and, in the case of a financial institution,
that portion of the holder's interest expense allocated to the Bonds, provided, however, that, under the
Recovery Act, the Allocable Non-Refunding Bonds and certain other similar bonds issued in 2009 or 2010
and held by such financial institution may not be required to be taken into account in such allocation to the
extent that they do not in the aggregate exceed 2% of the average adjusted bases of the assets of the holder,
subject to the requirement that interest on indebtedness otherwise allocable to bonds which are for that
reason excluded from such allocation be treated as a financial institution preference item as to which
deductibility is reduced by 20%, (ii) with respect to insurance companies subject to the tax imposed by
section 831 of the Code, section 832(b)(5)(B)(1) reduces the deduction for losses incurred by 15% of the
sum of certain items, including interest on the Bonds, (iii) interest on the Bonds earned by certain foreign
corporations doing business in the United States could be subject to a foreign branch profits tax imposed by
section 884 of the Code, (iv) passive investment income, including interest on the Bonds, may be subject to
federal income taxation under section 1375 of the Code for an S Corporation that has Subchapter C earnings
and profits at the close of the taxable year if greater than 25% of the gross receipts of such S Corporation is
passive investment income, (v) section 86 of the Code requires recipients of certain Social Security and
certain Railroad Retirement benefits to take into account in determining gross income receipts or accruals of
interest on the Bonds and (vi) receipt of investment income, including interest on the Bonds, may, pursuant
to section 32(i) of the Code, disqualify the recipient from obtaining the earned income credit otherwise
provided by section 32(a) of the Code.

Interest paid on tax-exempt obligations such as the Bonds is now generally required to be reported
by payors to the Internal Revenue Service (“IRS”) and to recipients in the same manner as interest on
taxable obligations. In addition, such interest may be subject to “backup withholding” if the Bond owner
fails to provide the information required on IRS Form W-9, Request for Taxpayer Identification Number
and Certification, or the IRS has specifically identified the Bond owner as being subject to backup
withholding because of prior underreporting. Neither the information reporting requirement nor the backup
withholding requirement affects the excludability of interest on the Bonds from gross income for federal tax
purposes.
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In the opinion of Bond Counsel, interest on the Bonds and any profit made on the sale thereof are
also exempt from Massachusetts personal income taxes and the Bonds are exempt from Massachusetts
personal property taxes. Bond Counsel has not opined as to the other Massachusetts tax consequences
resulting from holding the Bonds. However, prospective purchasers should be aware that the Bonds are
included in the measure of Massachusetts estate and inheritance taxes, and the Bonds and the interest
thereon are included in the measure of Massachusetts corporate excise and franchise taxes. Bond Counsel
has not opined as to the taxability of the Bonds, their transfer and the income therefrom, including any profit
made on the sale thereof, under the laws of states other than the Commonwealth.

For federal and Massachusetts tax purposes, interest includes original issue discount. Original
issue discount with respect to a Bond is equal to the excess, if any, of the stated redemption price at
maturity of such Bond, over the initial offering price thereof to the public, excluding underwriters and
other intermediaries, at which price a substantial amount of all Bonds with the same maturity were sold.
Original issue discount accrues actuarially over the term of a Bond. Holders should consult their own tax
advisers with respect to the computations of original issue discount on such accruals of interest during the
period in which any such Bond is held.

An amount equal to the excess, if any, of the purchase price of a Bond over the principal amount
payable at maturity constitutes amortizable bond premium for federal and Massachusetts tax purposes. The
required amortization of such premium during the term of a Bond will result in the reduction of the holder’s
tax basis in such Bond. Such amortization also will result in reduction of the amount of the stated interest on
the Bond taken into account as interest for tax purposes. Holders of Bonds purchased at a premium should
consult their own tax advisers with respect to the determination and treatment of such premium for federal
income tax purposes and with respect to state or local tax consequences of owning such Bonds.

On the date of delivery of the Bonds, the original purchasers of the Bonds will be furnished with an
opinion of Bond Counsel substantially in the form shown in “PROPOSED FORM OF OPINION OF BOND
COUNSEL” attached hereto as Appendix D.

RATINGS

The Series A Bonds have been assigned short-term ratings of “A-1+" and “VMIG 1” by Standard
and Poor’s Ratings Group, a division of the McGraw-Hill Companies (“S&P”), and Moody’s Investors
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Service, Inc. (“Moody’s”), respectively, and a long-term rating of “Aa2” by Moody’s.

The Series B Bonds have been assigned long-term ratings of “AAA” and “Aa2” by S&P and
Moody’s, respectively.

Such ratings reflect only the respective views of such organizations, and an explanation of the
significance of such ratings may be obtained from the rating agency furnishing the same. There is no
assurance that a rating will continue for any given period of time or that a rating will not be revised or
withdrawn entirely by any or all of such rating agencies, if, in its or their judgment, circumstances so
warrant. Any downward revision or withdrawal of a rating could have an adverse effect on the market
prices of the Bonds.

CERTAIN LEGAL MATTERS

Legal matters incident to the authorization, issuance and sale of the Bonds are subject to the
approval of Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C., Boston, Massachusetts, Bond Counsel.
The approving opinion of Bond Counsel in substantially the form attached hereto as Appendix D will be
delivered with the Bonds. Certain legal matters will be passed upon for the Underwriters by Nutter
McClennen & Fish LLP, Boston, Massachusetts.
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UNDERWRITING

The Underwriters, for whom Citigroup Global Markets Inc. is acting as representative, have
agreed, subject to certain conditions, to purchase from the Authority the Bonds at a discount from the
initial offering price of the Bonds equal to $534,916.72. The initial public offering price of the Bonds may
be changed from time to time by the Underwriters. The Underwriters will be obligated to purchase all
Bonds if any such Bonds are purchased.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Grant Thornton LLP, a firm of independent public accountants, will deliver to the Authority and
the Underwriters on or before the date of delivery of the Bonds its verification report indicating that it has
verified, in accordance with the standards established by the American Institute of Certified Public
Accountants: (i) the mathematical accuracy of certain computations showing the adequacy of the cash and
the maturing principal of and interest on certain government obligations held in the refunding trust fund to
provide for the payment of the principal of and interest and redemption premiums, if any, on the Refunded
Sales Tax Bonds; and (ii) the yields on the Bonds and the investments purchased with a portion of the
proceeds of the sale of the Bonds. Such verification will be used by Bond Counsel in concluding that the
Bonds are not arbitrage bonds within the meaning of the Code.

The verification report will state that Grant Thornton LLP has no obligation to update the report
because of events occurring, or data or information coming to their attention, subsequent to the date of the
report.

CONTINUING DISCLOSURE

In order to assist the Underwriters in complying with Rule 15¢2-12(b)(5) promulgated by the
Securities and Exchange Commission (the “Rule”), the Authority will enter into a Continuing Disclosure
Agreement with the Trustee for the benefit of owners of the Bonds setting forth the undertaking of the
Authority regarding continuing disclosure with respect to the Bonds. The proposed form of the Continuing
Disclosure Agreement is set forth in Appendix F. Pursuant to prior continuing disclosure agreements, the
Authority has filed the annual information required, although the Authority’s filing of such information for
the Prior Obligations for Fiscal Year 2004 was not within the time period required by the applicable
continuing disclosure agreements. The Authority’s Fiscal Year 2004 annual report for Prior Obligations was
filed on July 1, 2005. The Authority has not failed to comply with any other undertaking to provide annual
reports or notices of material events for the Sales Tax Bonds or the Assessment Bonds in accordance with
the Rule.

MISCELLANEOUS

The summaries of the provisions of the Enabling Act, the Bonds, the Sales Tax Bond Trust
Agreement and the Assessment Bond Trust Agreement contained herein do not purport to be complete and
are made subject to the detailed provisions thereof to which reference is hereby made. Copies of the
Enabling Act, the form of the Bonds, the Sales Tax Bond Trust Agreement and the Assessment Bond Trust
Agreement are available for inspection at the offices of the Authority and the Trustee.

Information relating to DTC and the book-entry system described under the heading “THE BONDS
—Book-Entry Only System” has been furnished by DTC. Neither the Authority nor the Underwriters make
any representations or warranties whatsoever with respect to such information.

U.S. Bank National Association by acceptance of its duties as Trustee under the Sales Tax Bond
Trust Agreement has not reviewed this Official Statement and makes no representations as to the
information contained herein, including but not limited to, any representations as to the use of the proceeds
of the Bonds or related activities.
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The execution and delivery of this Official Statement has been duly authorized by the Authority.

MASSACHUSETTS BAY TRANSPORTATION AUTHORITY

By: _/s/Jonathan R. Davis
Jonathan R. Davis
Deputy General Manager and
Chief Financial Officer

By: /s/ Wesley G. Wallace, Jr.
Wesley G. Wallace, Jr.
Treasurer-Controller
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APPENDIX A

SUMMARY OF CERTAIN PROVISIONS OF THE SALES TAX BOND TRUST AGREEMENT

The following is a summary of certain provisions of the Sales Tax Bond Trust Agreement, as
amended through and including the date of issuance of the Bonds, including certain terms used in the
Sales Tax Bond Trust Agreement not used elsewhere in this Official Statement. This summary does
not purport to be complete and reference is made to the Sales Tax Bond Trust Agreement for full and
complete statements of its terms and provisions.

Definitions

The following are definitions in summary form of certain terms contained in the Sales Tax Bond
Trust Agreement:

Account or Accounts shall mean each account or all of the accounts established by or pursuant to
the Sales Tax Bond Trust Agreement.

Accreted Value shall mean with respect to any Capital Appreciation Bond (i) as of any Valuation
Date, the amount set forth in the applicable Supplemental Trust Agreement and (ii) as of any date other
than a Valuation Date, the sum of (a) the Accreted Value on the preceding Valuation Date and (b) the
product of (1) a fraction, the numerator of which is the number of days having elapsed from the preceding
Valuation Date and the denominator of which is the number of days from such preceding Valuation Date
to the next succeeding Valuation Date and (2) the difference between the Accreted Values for such
Valuation Dates. For purposes of this definition, the number of days having elapsed from the preceding
Valuation Date and the number of days from the preceding Valuation Date to the next succeeding
Valuation Date shall be calculated on the basis of a three hundred sixty (360) day year of twelve (12)
thirty (30) day months.

Act shall mean Chapter 161A of the Massachusetts General Laws, as from time to time in effect.

Aggregate Debt Service for any period shall mean, as of any date of calculation, the sum of the
amounts of Debt Service for such period with respect to all Outstanding Senior Sales Tax Bonds and all
Outstanding Subordinated Sales Tax Bonds, provided, however, that for purposes of estimating
Aggregate Debt Service for any future period, (i) any Variable Interest Rate Bonds shall be deemed to
bear at all times (for which the interest rate is not yet determined) to the maturity thereof the Estimated
Average Interest Rate applicable thereto; and (ii) any Put Bonds Outstanding during such period shall be
assumed to mature on the stated maturity date thereof, unless the Credit Facility or Liquidity Facility
securing such Put Bonds expires within three months or less of the date of calculation and has not been
renewed or replaced in which case such Put Bonds shall be assumed to mature on the expiration date of
such Credit Facility or Liquidity Facility. For purposes of this definition, the principal and interest
portions of the Accreted Value of any Capital Appreciation Bonds becoming due at maturity or by virtue
of a Sinking Fund Installment and the principal and interest portions of the Appreciated Value of any
Deferred Income Bonds becoming due at maturity or by virtue of a Sinking Fund Installment shall be
included in the calculations of accrued and unpaid and accruing interest or Principal Installments only
during the year such amounts become due for payment unless otherwise provided in the Supplemental
Trust Agreement authorizing Sales Tax Bonds which are Capital Appreciation Bonds or Deferred Income
Bonds, as the case may be.

Alternate Revenues shall mean any revenues of the Authority (other than the Dedicated Sales
Tax) legally available and pledged by resolution of the Authority for its obligations under the Sales Tax
Bond Trust Agreement and deposited to the Pledged Revenue Fund, provided that (i) if such Alternate
Revenues are to be received from the United States of America or the Commonwealth, they must
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automatically recur without appropriation, approval or other similar action for so long as the Authority is
relying thereon for the purpose of issuing Sales Tax Bonds or they constitute a general obligation of the
Commonwealth and the manner of determining the amounts to be derived therefrom must not be subject to
change or revision during such period, (ii) such Alternate Revenues consist of obligations with a rating by
each Rating Agency in a category equal to or higher than its unenhanced, published rating on Outstanding
Sales Tax Bonds or (iii) the Authority has received a written confirmation from each Rating Agency that its
unenhanced, published rating of Outstanding Sales Tax Bonds will not be adversely affected by the
designation of such revenues as Alternate Revenues.

Amortized Value, when used with respect to Investment Obligations purchased at a premium
above or a discount below par, shall mean the value as of any given time obtained by dividing the total
premium or discount at which such Investment Obligation was purchased by the number of days
remaining to maturity on such Investment Obligation at the date of such purchase and by multiplying the
amount thus calculated by the number of days having passed since such purchase, and (1) in the case of
an Investment Obligation purchased at a premium by deducting the product thus obtained from the
purchase price, and (2) in the case of an Investment Obligation purchased at a discount by adding the
product thus obtained to the purchased price.

Appreciated Value shall mean with respect to any Deferred Income Bond (i) as of any Valuation
Date, the amount set forth for such date in the Supplemental Trust Agreement authorizing such Deferred
Income Bond, (ii) as of any date prior to the Interest Commencement Date, other than a Valuation Date,
the sum of (a) the Appreciated Value on the preceding Valuation Date and (b) the product of (1) a
fraction, the numerator of which is the number of days having elapsed from the preceding Valuation Date
and the denominator of which is the number of days from such preceding Valuation Date to the next
succeeding Valuation Date and (2) the difference between the Appreciated Values for such Valuation
Dates, and (iii) as of any date on and after the Interest Commencement Date, the Appreciated Value on
the Interest Commencement Date. For purposes of this definition, the number of days having elapsed
from the preceding Valuation Date shall be calculated on the basis of a three hundred sixty (360) day year
of twelve (12) thirty (30) day months.

Assessment Bonds shall mean any bond or bonds and any bond anticipation note authenticated
and delivered under the Assessment Bond Trust Agreement.

Assessment Bond Trust Agreement shall mean the Massachusetts Bay Transportation Authority
Assessment Bond Trust Agreement dated as of July 1, 2000 by and between the Authority and State
Street Bank and Trust Company, as Trustee, as amended and supplemented from time to time.

Assessment Floor Amount shall mean the amount below which the amount assessed on cities and
towns pursuant to the Act shall not be reduced in accordance with Section 35T.

Assessments shall have the meaning provided in the recitals to the Sales Tax Bond Trust
Agreement.

Authority shall have the meaning provided in the first paragraph of the Sales Tax Bond Trust
Agreement.

Authorized Newspaper shall mean The Bond Buyer or a newspaper customarily published at least
once a day for at least five days (other than legal holidays) in each week, printed in the English language
and of general circulation in the City or in the Borough of Manhattan, City and State of New York.
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Authorized Olfficer shall mean the General Manager, the Chief Financial Officer, the Director of
Financial Planning, the Treasurer-Controller or the General Counsel of the Authority, and when used with
reference to an act or document of the Authority also means any other person authorized by resolution of
the Authority to perform the act or sign the document in question.

Bank Bonds shall mean any Sales Tax Bonds issued to or acquired or held by any bank, insurance
company or other provider of credit and/or liquidity support or any designee thereof for any Sales Tax
Bonds or for any Bond Anticipation Notes as evidence of the obligations of the Authority arising under
any letter of credit, revolving credit agreement, insurance policy, reimbursement agreement or any other
agreement, instrument or document relating to such credit and/or liquidity support; provided, however,
that Bank Bonds do not include any Sales Tax Bonds issued to or held by any such party or its designee in
any other capacity.

Base Revenue Floor Amount shall mean (as of the date of computation) the base revenue amount
(as defined in Section 35T), as most recently certified by the Comptroller of the Commonwealth in
accordance with Section 35T.

Bond Anticipation Note shall mean a note issued pursuant to the Sales Tax Bond Trust
Agreement.

Bond Counsel shall mean Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C. or any other
lawyer or firm of lawyers nationally recognized in the field of municipal finance and satisfactory to the
Authority.

Bondowner or Owner, or Owner of Sales Tax Bonds, or any similar terms, shall mean any person
who shall be the registered owner of any Outstanding Sales Tax Bond or Bonds.

Bond Proceeds Fund shall mean the Fund by that name established by the Sales Tax Bond Trust
Agreement.

Business Day shall mean any day that is not a Saturday, Sunday or legal holiday in the
Commonwealth or a day on which banks in the City are authorized or required by law or executive order
to close.

Capital Appreciation Bond shall mean any Sales Tax Bond as to which interest is payable only at
the maturity or prior redemption of such Sales Tax Bond. For the purposes of (i) receiving payment of
the Redemption Price if a Capital Appreciation Bond is redeemed prior to maturity or (ii) computing the
principal amount of Sales Tax Bonds held by the registered owner of a Capital Appreciation Bond in
giving to the Authority or the Trustee any notice, consent, request, or demand pursuant to the Sales Tax
Bond Trust Agreement for any purpose whatsoever, unless otherwise provided in the Supplemental Trust
Agreement authorizing Sales Tax Bonds which are Capital Appreciation Bonds, the principal amount of a
Capital Appreciation Bond shall be deemed to be its Accreted Value.

Capital Maintenance Fund shall mean the fund of such name created and held by the Authority
pursuant to Authority resolution, which fund shall be used to pay a portion of the ongoing schedule of

maintaining the equipment and mass transportation facilities of the Authority.

City shall mean the City of Boston in the Commonwealth.
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Code shall mean the Internal Revenue Code of 1986, as amended to the date of adoption of the
Sales Tax Bond Trust Agreement, unless a later day shall be specified in a Supplemental Trust Agreement
to be applicable to one or more Series of Sales Tax Bonds, and the applicable regulations thereunder, and
any reference in the Sales Tax Bond Trust Agreement to any section thereof shall, to the extent the
provisions of the Internal Revenue Code of 1986, as amended to the date of adoption of the Sales Tax
Bond Trust Agreement, unless a later date shall be specified in a Supplemental Trust Agreement to be
applicable to one or more Series of Sales Tax Bonds, are included in a successor code or in an equivalent
section or sections of such a successor code, be deemed to include such successor code and the equivalent
section or sections of such successor code and the applicable regulations thereunder.

Combined Net Debt Service shall mean Subordinated Net Debt Service plus Senior Net Debt
Service.

Commonwealth shall mean The Commonwealth of Massachusetts.

Counsel’s Opinion or Opinion of Counsel shall mean an opinion signed by Bond Counsel or an
attorney or firm of attorneys of recognized standing (who may be counsel to the Authority) selected by
the Authority.

Credit Facility shall mean an irrevocable letter of credit, surety bond, loan agreement, Standby
Purchase Agreement or other agreement, facility or insurance or guaranty arrangement issued or extended
by a Qualified Institution, pursuant to which the Authority is entitled to obtain moneys to pay the
principal, purchase price or Redemption Price of Sales Tax Bonds due in accordance with their terms or
tendered for purchase or redemption, plus accrued interest thereon to the date of payment, purchase or
redemption thereof, in accordance with the Sales Tax Bond Trust Agreement, whether or not the
Authority is in default under the Sales Tax Bond Trust Agreement.

Debt Service for any period shall mean, as of any date of calculation and with respect to the
Outstanding Sales Tax Bonds of any Series, an amount equal to the sum of (i) interest accruing during
such period on Outstanding Sales Tax Bonds of such Series and (ii) that portion of each Principal
Installment for such Series which would accrue during such period if such Principal Installment were
deemed to accrue daily in equal amounts from the next preceding Principal Installment due date for such
Series or, if (a) there shall be no such preceding Principal Installment due date or (b) such preceding
Principal Installment due date is more than one year prior to the due date of such Principal Installment,
then, from a date one year preceding the due date of such Principal Installment or from the date of
issuance of the Sales Tax Bonds of such Series, whichever date is later. Such interest and Principal
Installments for such Series shall be calculated on the assumption that (1) no Sales Tax Bonds (except for
Put Bonds actually tendered for payment and not purchased in lieu of redemption prior to the redemption
date thereof) of such Series Outstanding at the date of calculation will cease to be Outstanding except by
reason of the payment of each Principal Installment on the due date thereof and (2) the principal amount
of Put Bonds tendered for payment and not purchased in lieu of redemption prior to the redemption date
thereof shall be deemed to accrue on the date required to be paid pursuant to such tender. For purposes of
this definition, the principal and interest portions of the Accreted Value of a Capital Appreciation Bond
and the Appreciated Value of a Deferred Income Bond becoming due at maturity or by virtue of a Sinking
Fund Installment shall be included in the calculations of accrued and unpaid and accruing interest or
Principal Installments only during the year such amounts become due for payment unless otherwise
provided in the applicable Supplemental Trust Agreement. Debt Service on Senior Sales Tax Bonds and
Subordinated Sales Tax Bonds with respect to which there is a Qualified Hedge Agreement shall be
calculated consistent with the Sales Tax Bond Trust Agreement. Debt Service shall include costs of
Credit Facilities and Liquidity Facilities and reimbursement to Providers of Credit Enhancement, in each
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case if and to the extent payable from the applicable Debt Service Fund. Debt Service on Bond
Anticipation Notes shall not include any Principal Installments thereon.

Dedicated Payments shall mean any revenues of the Authority which are not Pledged Revenues, as
defined in the Trust Agreement as initially entered into, which the Authority subsequently pledges as
additional security for its payment obligations on the Sales Tax Bonds pursuant to a resolution of the
Authority and which are specifically designated as Dedicated Payments by the Authority in accordance with
the limitations of the Sales Tax Bond Trust Agreement and, accordingly, are to be deposited in the Senior
Debt Service Fund or the Subordinated Debt Service Fund upon receipt.

Dedicated Sales Tax shall have the meaning provided in the Recitals to the Sales Tax Bond Trust
Agreement.

Deferred Income Bond shall mean any Sales Tax Bond (i) as to which interest accruing thereon prior
to the Interest Commencement Date of such Sales Tax Bond is (a) compounded on each Valuation Date for
such Deferred Income Bond and (b) payable only at the maturity or prior redemption of such Sales Tax
Bonds and (ii) as to which interest accruing after the Interest Commencement Date is payable on the first
interest payment date immediately succeeding the Interest Commencement Date and periodically thereafter
on the dates set forth in the Supplemental Trust Agreement authorizing such Deferred Income Bond. For the
purposes of (i) receiving payment of the Redemption Price if a Deferred Income Bond is redeemed prior to
maturity or (i1) computing the principal amount of Sales Tax Bonds held by the registered owner of a
Deferred Income Bond in giving to the Authority or the Trustee any notice, consent, request, or demand
pursuant to the Sales Tax Bond Trust Agreement for any purposes whatsoever, unless otherwise provided in
the Supplemental Trust Agreement authorizing such Deferred Income Bond, the principal amount of a
Deferred Income Bond shall be deemed to be its Appreciated Value.

Deficiency Fund shall mean the fund by such name created and held by the Authority pursuant to
Authority resolution, which fund may be used to pay debt service on Authority bonds, notes and other
obligations and other expenses of the Authority.

Estimated Average Interest Rate shall mean, as to any Variable Interest Rate Bond and as of any
date of calculation, the “25-year revenue bond index” most recently published in The Bond Buyer or, if
such index is no longer published, such other substantially comparable index as determined by the
Authority.

Fiduciary or Fiduciaries shall mean the Trustee, any Paying Agent, or any or all of them, as may
be appropriate.

Fiscal Year shall mean that period beginning on the first day of July of any year and ending on
the last day of June of the subsequent year or, at the option of the Authority, any other period of twelve
consecutive calendar months selected by the Authority in a written instrument delivered to the Trustee as
the Fiscal Year of the Authority.

Fund or Funds shall mean each fund or all of the funds established by the Sales Tax Bond Trust
Agreement, as the case may be.

General Fund Expenses shall mean, to the extent such expenses shall not have been otherwise
provided for, (i) the net costs (including, in certain circumstances, termination payments or fees) of any
Hedge Agreements payable from the General Fund pursuant to and in accordance with Section 104 of the
Trust Agreement and (ii) and any other costs approved by the Board of Directors of the Authority.
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General Fund Indebtedness shall mean any bond, note or other evidence of indebtedness issued
by the Authority in accordance with Section 206 of the Trust Agreement which is secured by or payable
from the Revenues and other amounts on deposit from time to time in the General Fund, provided that
any such pledge shall not be prior or equal to the pledge thereof made hereby for the benefit of Sales Tax
Bonds.

Hedge Agreement shall mean a payment exchange agreement, swap agreement, forward purchase
agreement or any other hedge agreement entered into by the Authority providing for payments between
the parties based on levels of, or changes in interest rates, stock or other indices or contracts to exchange
cash flows or a series of payments or contracts, including without limitation, interest rate floors, or caps,
options, puts or calls, which allows the Authority to manage or hedge payment, rate, spread or similar risk
with respect to any Series of Sales Tax Bonds.

Historic Dedicated Sales Tax Revenue Amount shall mean (as of any date of computation) the
dedicated sales tax revenue amount, as defined in Section 35T, for any consecutive 12 of the last 24
months, as determined by an Authorized Officer.

Indebtedness shall mean Sales Tax Bonds or Bond Anticipation Notes.

Interest Commencement Date shall mean, with respect to any particular Deferred Income Bond,
the date prior to the maturity date thereof specified in the Supplemental Trust Agreement authorizing such
Deferred Income Bond after which interest accruing on such Sales Tax Bond shall be payable on the first
interest payment date immediately succeeding such Interest Commencement Date and periodically
thereafter on the dates specified in the Supplemental Trust Agreement authorizing such Deferred Income
Bond.

Investment Agreement shall mean an agreement for the investment of moneys with, or
unconditionally guaranteed by, a Qualified Institution but shall not mean an obligation of the type
described in clause (x) of the definition of Investment Obligation herein.

Investment Income shall mean income from Investment Obligations held in the Funds and
Accounts established under the Sales Tax Bond Trust Agreement, other than (i) if so determined in a
Supplemental Trust Agreement authorizing the issuance of a Series of Sales Tax Bonds, with respect to
such Sales Tax Bonds, income from Investment Obligations purchased from the proceeds of such Sales
Tax Bonds held in the Bond Proceeds Fund and (ii) income from Investment Obligations held in the
Rebate Fund.

Investment Obligation shall mean and include any of the following securities, to the extent
investment in such securities by the Authority is authorized under applicable law:

(1) a bond or other obligation which as to principal and interest constitutes a direct obligation
of, or is unconditionally guaranteed by, the United States of America, including an obligation of any of
the Federal Agencies described in clause (iv) below to the extent unconditionally guaranteed by the
United States of America;

(i1) a bond or other obligation of any state of the United States of America or of any agency,
instrumentality or local governmental unit of any such state (a) which is not callable prior to maturity or
as to which irrevocable instructions have been given to the trustee of such bond or other obligation by the
obligor to give due notice of redemption and to call such bond or other obligation for redemption on the
date or dates specified in such instructions, (b) which is secured as to principal and interest and
redemption premium, if any, by a fund consisting only of cash or bonds or other obligations of the
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character described in clause (i) hereof which fund may be applied only to the payment of such principal
of and interest and redemption premium, if any, on such bond or other obligation on the maturity date
thereof or the redemption date specified in the irrevocable instructions referred to in subclause (a) of this
clause (i1), as appropriate, and (c) as to which the principal of and interest on the bonds and obligations of
the character described in clause (i) hereof which have been deposited in such fund, together with any
cash on deposit in such fund are sufficient to pay principal of and interest and redemption premium, if
any, on the bond or other obligation described in this clause (ii) on the maturity date thereof or on the
redemption date specified in the irrevocable instructions referred to in subclause (a) of this clause (ii), as
appropriate;

(i)  general obligations of the Commonwealth or obligations unconditionally guaranteed by
the Commonwealth;

(iv) a bond, debenture, or other evidence of indebtedness issued or guaranteed at the time of
the investment by the Student Loan Marketing Association, Federal National Mortgage Association,
Federal Land Banks, Federal Intermediate Credit Banks, Banks for Cooperatives, Federal Home Loan
Banks, the Tennessee Valley Authority, the United States Postal Service, Federal Farm Credit System
Obligations, the Export Import Bank, the World Bank, the International Bank for Reconstruction and
Developments, the Federal Home Loan Mortgage Corporation, the Resolution Funding Corporation, the
U.S. Agency for International Development and the Inter-American Development Bank or any other
agency or corporation which has been or may hereafter be created pursuant to an Act of Congress as an
agency or instrumentality of the United States of America;

v) an obligation of any state of the United States of America or any political subdivision
thereof or any agency, instrumentality or local government unit of any such state or political subdivision
other than obligations described in clause (iii) above which shall be rated at the time of the investment a
category equal to or higher than its unenhanced, published rating on Outstanding Sales Tax Bonds by any
Rating Agency, without regard to any refinement or gradation of such rating;

(vi) a certificate or other instrument that evidences ownership of the right to payment of the
principal of or interest on obligations of any state of the United States of America or any political
subdivision thereof or any agency or instrumentality of any state or political subdivision, provided that
such obligations shall be held in trust by a bank or trust company or a national banking association
meeting the requirements for a successor Trustee under the Sales Tax Bond Trust Agreement, and
provided further that the payment of all principal of and interest on such certificate or such instrument
shall be fully insured or unconditionally guaranteed by, or otherwise unconditionally payable pursuant to
a credit support arrangement provided by, one or more financial institutions or insurance companies or
associations which at the date of investment shall have an outstanding, unsecured, uninsured and
unguaranteed debt issue rated in a category equal to or higher than its unenhanced, published rating on
Outstanding Sales Tax Bonds by any Rating Agency, or, in the case of an insurer providing municipal
bond insurance policies insuring the payment, when due, of the principal of and interest on municipal
bonds, such insurance policy shall result in such municipal bonds being rated in the highest rating
category by any Rating Agency, without regard to any refinement or gradation of such rating;

(vii)  time deposits, certificates of deposit or any other deposit with a bank, trust company,
national banking association, savings bank, federal mutual savings bank, savings and loan association,
federal savings and loan association or any other institution chartered or licensed by any state or the U.S.
Comptroller of the Currency to accept deposits in such state (as used herein, “deposits” shall mean
obligations evidencing deposit liability which rank at least on a parity with the claims of general creditors
in liquidation), which are (a) fully secured, to the extent not insured by the Federal Deposit Insurance
Corporation, by any of the obligations described in clauses (i) or (iv) above having a market value
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(exclusive of accrued interest) of not less than the uninsured amount of such deposit or (b) (1) unsecured
or (2) secured to the extent, if any, required by the Authority and in either case made with a Qualified
Institution;

(viii)  a certificate that evidences ownership of the right to payments of principal of or interest
on obligations described in clause (i), provided that such obligations shall be held in trust by a bank or
trust company or a national banking association meeting the requirements for a successor Trustee under
the Sales Tax Bond Trust Agreement;

(ix) a time deposit, certificate of deposit, whether negotiable or non-negotiable, and a
banker’s acceptance of one or more of the 50 largest banks in the United States or commercial paper
issued by the parent holding company of any such bank which at the time of investment has an
outstanding unsecured, uninsured and unguaranteed debt issue rated a category equal to or higher than its
unenhanced, published rating on Outstanding Sales Tax Bonds by any Rating Agency (including the
Trustee and its parent holding company, if any, if it otherwise qualifies);

(x) any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or government bond dealer
reporting to, trading with, and recognized as a primary dealer by the Federal Reserve Bank of New York
which at the time of investment has an outstanding unsecured, uninsured and unguaranteed long-term
debt issue or commercial paper issue rated at least in a category equal to or higher than its unenhanced,
published rating on Outstanding Sales Tax Bonds by any Rating Agency (including the Trustee and its
parent holding company, if any, if it otherwise qualifies), which agreement is secured by any one or more
of the securities described in clause (i), (iv) or (viii) above which securities shall at all times have a
market value (exclusive of accrued interest) of not less than the full amount of the repurchase agreement
and be delivered to another bank or trust company organized under the laws of any state of the United
States of America or any national banking association, as custodian;

(xi) an Investment Agreement;

(xii))  money market funds registered under the Federal Investment Company Act of 1940, as
amended, whose shares are registered under the Federal Securities Act of 1933, and having a rating in a
category equal to or higher than its unenhanced, published rating on Outstanding Sales Tax Bonds by any
Rating Agency;

(xiii)  commercial paper, notes, bonds or other obligations of any corporation rated, at the time
of investment, in a category equal to or higher than its unenhanced, published rating on Outstanding Sales
Tax Bonds by any Rating Agency; and

(xiv) any other investment in which moneys of the Authority may be legally invested provided
that at the time of such investment the Authority obtains written confirmation from each Rating Agency
that such investment will not result in the reduction or suspension of the then existing rating on the Sales
Tax Bonds by each such Rating Agency.

Liquidity Facility shall mean an irrevocable letter of credit, surety bond, loan agreement, Standby
Purchase Agreement, line of credit or other agreement or arrangement issued or extended by a Qualified
Institution, pursuant to which the Authority is entitled to obtain moneys upon the terms and conditions
contained therein for the purchase or redemption of Sales Tax Bonds tendered for purchase or redemption
in accordance with the terms of the Sales Tax Bond Trust Agreement.
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Minimum Senior Debt Service Reserve Requirement shall mean as of any date of calculation for
each Series of Senior Sale Tax Bonds, an amount equal to one-half of the least of (i) 10% of the original
net proceeds from the sale of such Series, (ii) 125% of average annual Debt Service for such Series and
(ii1) the maximum amount of Debt Service due on the Senior Sales Tax Bonds of such Series in any future
Fiscal Year; provided that in the case that two or more Series of Sales Tax Bonds are treated as one issue
for federal tax purposes, (a) the aggregate Minimum Senior Debt Service Reserve Requirement for such
Series shall not exceed the amount which would be applicable if such Series were treated as a single
Series for purposes of calculating such requirement and (b) any reduction in the aggregate Minimum
Senior Debt Service Reserve Requirement resulting from the limitation in clause (a) of this proviso shall
be allocated pro rata among the affected Series in accordance with the ratio of the initial principal
amounts of such Series. The Estimated Average Interest Rate as of the date of issue for any Variable
Interest Rate Bonds shall be used to establish Debt Service on such Senior Sales Tax Bonds for the
purpose of the Minimum Senior Debt Service Reserve Requirement.

Minimum Subordinated Debt Service Reserve Requirement shall mean as of any date of
calculation for each Series of Subordinated Sale Tax Bonds, an amount equal to one-half of the least of
(i) 10% of the original net proceeds from the sale of such Series, (ii) 125% of average annual Debt
Service for such Series and (iii) the maximum amount of Debt Service due on the Subordinated Sales Tax
Bonds of such Series in any future Fiscal Year; provided that in the case that two or more Series of Sales
Tax Bonds are treated as one issue for federal tax purposes, (a) the aggregate Minimum Subordinated
Debt Service Reserve Requirement for such Series shall not exceed the amount which would be
applicable if such Series were treated as a single Series for purposes of calculating such requirement and
(b) any reduction in the aggregate Minimum Subordinated Debt Service Reserve Requirement resulting
from the limitation in clause (a) of this proviso shall be allocated pro rata among the affected Series in
accordance with the ratio of the initial principal amounts of such Series. The Estimated Average Interest
Rate as of the date of issue for any Variable Interest Rate Bonds shall be used to establish Debt Service on
such Subordinated Sales Tax Bonds for the purpose of the Minimum Subordinated Debt Service Reserve
Requirement.

Opinion of Bond Counsel shall mean a legal opinion signed by Bond Counsel.

Outstanding, when used with reference to Sales Tax Bonds of a Series, shall mean, as of any date,
Sales Tax Bonds or Bonds of such Series, theretofore or thereupon being authenticated and delivered,
issued under the Sales Tax Bond Trust Agreement except:

(1) any Sales Tax Bonds canceled by any Fiduciary at or prior to such date,

(i1) Sales Tax Bonds (or portions of Sales Tax Bonds) for the payment or redemption of
which moneys, equal to the principal amount or Redemption Price thereof, as the case may be, with
interest to the date of maturity or redemption date, shall be held in trust under the Sales Tax Bond Trust
Agreement and set aside for such payment or redemption (whether at or prior to the maturity or
redemption date), provided that if such Sales Tax Bonds (or portions of Sales Tax Bonds) are to be
redeemed, notice of such redemption shall have been given or provision satisfactory to the Trustee shall
have been made for the giving of such notice as provided in the Sales Tax Bond Trust Agreement;

(iii) Sales Tax Bonds in lieu of or in substitution for which other Sales Tax Bonds shall have
been authenticated and delivered pursuant to the Sales Tax Bond Trust Agreement unless proof
satisfactory to the Trustee is presented that any such Sales Tax Bonds are held by a bona fide purchaser in
due course;
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(iv) Sales Tax Bonds deemed to have been paid as provided in the Sales Tax Bond Trust
Agreement; and

v) Put Bonds deemed tendered in accordance with the provisions of the Supplemental Trust
Agreement authorizing such Sales Tax Bonds on the applicable adjustment or conversion date, if the
purchase price thereof and interest thereon shall have been paid or amounts are available for such
payment as provided in the Sales Tax Bond Trust Agreement.

For purposes of the foregoing definition, any Sales Tax Bonds which are Bank Bonds shall be
deemed Outstanding only in a principal amount equal to the principal amount of the obligation then owed
by the Authority thereunder regardless of the face amount of such Bank Bond.

Paying Agent shall mean any paying agent for the Sales Tax Bonds of any Series, and its
successor or successors and any other corporation which may at any time be substituted in its place
pursuant to the Sales Tax Bond Trust Agreement.

Pledged Revenues shall mean the Dedicated Sales Tax, payments received by the Authority from
a Provider of a Hedge Agreement that is not a Qualified Hedge and Alternate Revenues, if any.

Pledged Revenue Fund shall mean the Fund by that name established by the Sales Tax Bond
Trust Agreement.

Prior Obligations shall mean debt service and other payment obligations of the Authority due and
payable under financing obligations for which the Commonwealth has pledged its credit or contract
assistance (defined below) or is otherwise liable or as to which the Authority has covenanted to maintain
net cost of service or contract assistance (both as defined in Chapter 161 A of Massachusetts General
Laws as in effect prior to July 1, 2000), including without limitation the Authority’s General
Transportation System Bonds issued pursuant to the General Bond Resolution adopted February 15, 1967,
as amended and supplemented.

Principal Installment shall mean, as of any date of calculation and with respect to the Sales Tax
Bonds of any Series, so long as any Sales Tax Bonds thereof are Outstanding, (i) the principal amount of
Sales Tax Bonds (including the principal amount of any Put Bonds tendered for payment and not
purchased in lieu of redemption prior to the redemption date thereof) of such Series due on a future date
for which no Sinking Fund Installments have been established, or (ii) the unsatisfied balance of any
Sinking Fund Installments due on a future date for Sales Tax Bonds of such Series, plus the amount of the
premium, if any, which would be applicable upon redemption of such Sales Tax Bonds on such future
date in a principal amount equal to said unsatisfied balance of such Sinking Fund Installments, or (iii) if
such future dates coincide as to different Sales Tax Bonds of such Series, the sum of such principal
amount of Sales Tax Bonds and of such unsatisfied balance of Sinking Fund Installments due on such
future date, plus such applicable redemption premium, if any.

Provider shall mean any person or entity providing a Credit Facility, a Liquidity Facility or a
Qualified Hedge Agreement with respect to any one or more Series of Sales Tax Bonds, pursuant to

agreement with or upon the request of the Authority.

Put Bond shall mean a Sales Tax Bond which by its terms may be tendered by and at the option
of the Owner thereof for payment by the Authority prior to the stated maturity or redemption date thereof.

Qualified Hedge Agreement shall have the meaning set forth under the heading “Hedging
Transactions.”
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Qualified Institution shall mean (i) a bank, a trust company, a national banking association, a
federal branch pursuant to the International Banking Act of 1978 or any successor provisions of law, a
domestic branch or agency of a foreign bank which branch or agency is duly licensed or authorized to do
business under the laws of any state or territory of the United States of America, a savings bank, a savings
and loan association, or an insurance company or association chartered or organized under the laws of any
state of the United States of America, a corporation, a trust, a partnership, an unincorporated organization,
or a government or an agency, instrumentality, program, account, fund, political subdivision or
corporation thereof, in each case the unsecured or uncollateralized long-term debt obligations of which, or
obligations secured or supported by a letter of credit, contract, agreement or surety bond issued by any
such organization, at the time an Investment Agreement, Qualified Hedge Agreement, Credit Facility or
Liquidity Facility is entered into by the Authority are rated in a category equal to or higher than its
unenhanced, published rating on Outstanding Sales Tax Bonds by each Rating Agency which rates such
obligations or (ii) the Government National Mortgage Association or any successor thereto, the Federal
National Mortgage Association or any successor thereto, or any other federal agency or instrumentality.
Pursuant to an amendment of the Trust Agreement by the Nineteenth Supplemental Trust Agreement,
dated as of March 1, 2008, that certain Standby Bond Purchase Agreement provided by JPMorgan Chase
Bank, National Association, or such Alternate Liquidity Facility assigned by the Rating Agencies ratings
of “AA” from Standard & Poor’s Rating Group or “Aa” from Moody’s Investors Service, Inc. (without
regard to gradation) is deemed to be a Liquidity Facility provided by a Qualified Institution solely for the
purposes of the Authority’s Senior Sales Tax Bonds, Variable Rate Demand Obligations, 2008 Series A,
consisting of 2008 Series A-1 and 2008 Series A-2.

Rating Agency shall mean each recognized rating service which maintains a published,
unenhanced rating on any Outstanding Sales Tax Bonds at the request of the Authority.

Rebate Fund shall mean the Fund by that name established by the Sales Tax Bond Trust
Agreement.

Rebate Fund Requirement shall mean, as of any date of calculation, an amount equal to the aggregate
of the amounts, if any, specified in a certificate from an Authorized Officer of the Authority or the applicable
Supplemental Trust Agreement as the amount required to be maintained in the Rebate Fund with respect to
such Sales Tax Bonds.

Redemption Price shall mean, with respect to any Sales Tax Bond, the principal amount thereof
plus the applicable premium, if any, payable upon redemption thereof pursuant to the Sales Tax Bond
Trust Agreement, but excluding accrued interest.

Refunding Bonds shall mean all Sales Tax Bonds authenticated and delivered on original issuance
pursuant to the provisions under the heading “Special Provisions for Refunding Bonds.”

Residual Sales Tax shall mean for any year the greater of the Base Revenue Floor Amount and
the Historic Dedicated Sales Tax Revenue Amount less the sum of (i) the estimated debt service on Prior
Obligations, (ii) Senior Net Debt Service (as defined in the Sales Tax Bond Trust Agreement), (iii)
Subordinated Net Debt Service (as defined in the Sales Tax Bond Trust Agreement) and (iv) debt service
on other indebtedness (other than Indebtedness) secured by a pledge of or a security interest in and
payable from the Dedicated Sales Tax.

Sales Tax Bond or Bonds shall mean any bond or bonds and any Bond Anticipation Note
authenticated and delivered under the Sales Tax Bond Trust Agreement.
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Section 35T shall have the meaning provided in the Recitals to the Sales Tax Bond Trust
Agreement.

Senior Sales Tax Bonds shall mean all Senior Sales Tax Bonds authenticated and delivered under
the Sales Tax Bond Trust Agreement.

Senior Debt Service Fund shall mean the Fund by that name established by the Sales Tax Bond
Trust Agreement.

Senior Debt Service Reserve Fund shall mean the Fund by that name established by the Sales Tax
Bond Trust Agreement.

Senior Debt Service Reserve Requirement shall mean for each Fiscal Year the amount set forth in
a certificate of an Authorized Officer of the Authority filed with the Trustee by July 1 of each year, which
certificate may be modified from time to time by such Authorized Officer during such Fiscal Year;
provided, however, that in no event shall the Senior Debt Service Reserve Requirement be less than the
Minimum Senior Debt Service Reserve Requirement.

Senior Net Debt Service shall mean Debt Service payable on Senior Sales Tax Bonds less (i) the sum
of (a) interest accrued or to accrue on such Sales Tax Bonds which is to be paid from deposits in the Senior
Debt Service Fund made from the proceeds of Sales Tax Bonds in accordance with a certificate of an
Authorized Officer to the Trustee, (b) additional amounts transferred to the Senior Debt Service Fund at the
Authority’s direction, (¢) Investment Income from the Senior Debt Service Fund, the Pledged Revenue Fund,
the Senior Debt Service Reserve Fund and any Account of the Bond Proceeds Fund established by
Supplemental Trust Agreement and held by the Trustee transferred or to be transferred in the current Fiscal
Year to or retained in the Senior Debt Service Fund and (d) Dedicated Payments deposited in the Senior Debt
Service Fund pursuant to the Sales Tax Bond Trust Agreement plus (ii) Debt Service payable on Bond
Anticipation Notes issued in anticipation of Senior Sales Tax Bonds net of any amounts deposited from the
proceeds of such notes available in the Senior Debt Service Fund or in another account established in
connection with the issuance of such notes for the payment of such Debt Service.

Series shall mean all of the Sales Tax Bonds authenticated and delivered on original issuance and
designated as such by the Authority in a simultaneous transaction pursuant to the Sales Tax Bond Trust
Agreement and any Sales Tax Bonds thereafter authenticated and delivered in lieu of or in substitution
therefor, regardless of variations in maturity, interest rate, sinking fund, or other provisions.

Sinking Fund Installment shall mean, as of any date of calculation and with respect to any Sales
Tax Bonds of a Series, so long as any Sales Tax Bonds thereof are Outstanding, the amount of money
required by the applicable Supplemental Trust Agreement, to be paid on a single future date for the
retirement of any Outstanding Sales Tax Bonds of said Series which mature after said date, but does not
include any amount payable by the Authority by reason only of the maturity of a Sales Tax Bond.

Standby Purchase Agreement shall mean an agreement by and between the Authority and another
entity pursuant to which such entity is obligated to purchase Put Bonds tendered for purchase or redeemed

in lieu of purchase upon such tender.

State and Local Contribution Fund shall have the meaning provided in the Recitals to the Sales
Tax Bond Trust Agreement.

Subordinated Sales Tax Bonds shall mean all Subordinated Sales Tax Bonds authenticated and
delivered under the Sales Tax Bond Trust Agreement.
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Subordinated Debt Service Reserve Fund shall mean the fund by that name established by the
Sales Tax Bond Trust Agreement.

Subordinated Debt Service Reserve Requirement shall mean for each Fiscal Year the amount set
forth in a certificate of an Authorized Officer of the Authority filed with the Trustee by July 1 of each
year, which certificate may be modified from time to time by such Authorized Officer during such Fiscal
Year; provided, however, that in no event shall the Subordinated Debt Service Reserve Requirement be
less than the Minimum Subordinated Debt Service Reserve Requirement.

Subordinated Debt Service Fund shall mean the fund by that name established by the Sales Tax
Bond Trust Agreement.

Subordinated Net Debt Service shall mean Debt Service payable on Subordinated Sales Tax Bonds
less (i) the sum of (a) interest accrued or to accrue on such Sales Tax Bonds which is to be paid from deposits
in the Subordinated Debt Service Fund made from the proceeds of Sales Tax Bonds in accordance with a
certificate of an Authorized Officer to the Trustee, (b) additional amounts transferred to the Subordinated
Debt Service Fund at the Authority’s direction, (c) Investment Income from the Subordinated Debt Service
Reserve Fund, the Subordinated Debt Service Fund and any Account of the Bond Proceeds Fund established
by Supplemental Trust Agreement and held by the Trustee transferred or to be transferred in the current
Fiscal Year to or retained in the Subordinated Debt Service Fund and (d) Dedicated Payments deposited in
the Subordinated Debt Service Fund pursuant to the Sales Tax Bond Trust Agreement plus (ii) Debt Service
payable on Bond Anticipation Notes issued in anticipation of Subordinated Sales Tax Bonds net of any
amounts deposited from the proceeds of such notes available in the Subordinated Debt Service Fund or in
another account established in connection with the issuance of such notes for the payment of such Debt
Service.

Supplemental Trust Agreement shall mean any trust agreement supplemental to or amendatory of
the Trust Agreement, adopted by the Authority in accordance with the Sales Tax Bond Trust Agreement.

Trust Agreement shall mean the Sales Tax Bond Trust Agreement dated July 1, 2000 by and
between the Authority and the Trustee.

Trustee shall mean the trustee appointed under the Sales Tax Bond Trust Agreement, and its
successor or successors and any other corporation which may at any time be substituted in its place
pursuant to the Sales Tax Bond Trust Agreement.

Valuation Date shall mean (i) with respect to any Capital Appreciation Bond the date or dates set
forth in the applicable Supplemental Trust Agreement on which specific Accreted Values are assigned to
the Capital Appreciation Bond and (ii) with respect to any Deferred Income Bond, the date or dates on or
prior to the Interest Commencement Date set forth in the Supplemental Trust Agreement authorizing such
Sales Tax Bond on which specific Appreciated Values are assigned to the Deferred Income Bond.

Variable Interest Rate shall mean a variable interest rate to be borne by any Sales Tax Bond. The
method of computing such variable interest rate shall be specified in the Supplemental Trust Agreement
authorizing such Sales Tax Bond. Such Supplemental Trust Agreement shall also specify either (i) the
particular period or periods of time for which each value of such variable interest rate shall remain in
effect or (ii) the time or times upon which any change in such variable interest rate shall become
effective.

Variable Interest Rate Bond shall mean a Sales Tax Bond which bears interest at a Variable
Interest Rate.
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The Pledge Effected by the Sales Tax Bond Trust Agreement

The Sales Tax Bonds are special obligations payable solely from the items pledged to the
payment thereof pursuant to the terms of the Sales Tax Bond Trust Agreement.

The Sales Tax Bond Trust Agreement provides that there is pledged for the payment, first, of the
Senior Sales Tax Bonds, second, of the Subordinated Sales Tax Bonds and, after payment of the Senior
Sales Tax Bonds and Subordinated Sales Tax Bonds, as the respective interests of the holders thereof may
appear, in accordance with the respective terms of such Bonds and the provisions of this Trust
Agreement, subject only to the provisions of the Sales Tax Bond Trust Agreement permitting the
application thereof for or to the purposes and on the terms and conditions in the Sales Tax Bond Trust
Agreement and therein set forth: (i) all Pledged Revenues, (ii) Dedicated Payments allocated to the Senior
Sales Tax Bonds and interest earnings thereon, (iii) amounts received from the trustee under the Sales Tax
Bond Trust Agreement in accordance with the Sales Tax Bond Trust Agreement, (iv) the Deficiency Fund
and the Capital Maintenance Fund including the investment, if any, thereof, and (v) all Funds and
Accounts established by the Sales Tax Bond Trust Agreement (other than the Bond Proceeds Fund while it
is held and administered by the Authority, the Rebate Fund, the Subordinated Debt Service Fund and the
Subordinated Debt Service Reserve Fund) including the investments, if any, thereof.

Subject only to the prior pledge created for the payment of Senior Sales Tax Bonds under the second
paragraph under this heading, and on the terms and conditions set forth therein with respect to such prior
pledge, the property described in clauses (i), (iii), (iv) and (v) of said paragraph (except moneys or Investment
Obligations in the Senior Debt Service Fund or the Senior Debt Service Reserve Fund) are hereby further
pledged, and the proceeds of the sale of Subordinated Sales Tax Bonds, Dedicated Payments allocated to
Subordinated Sales Tax Bonds and interest earnings thereon, the Subordinated Debt Service Fund and the
Subordinated Debt Service Reserve Fund are hereby further pledged, to the payment of the Subordinated
Sales Tax Bonds. (Sections 201, 501).

Provisions for Issuance of Sales Tax Bonds

Sales Tax Bonds of one or more Series may at any time or from time to time be authenticated and
delivered upon original issuance (i) to pay or provide for the payment of other Authority bonds, notes or
other obligations, (ii) to refund Outstanding Sales Tax Bonds, (iii) to pay costs of the Authority in
accordance with the Act, (iv) to make a deposit to the Bond Proceeds Fund, the Deficiency Fund or the
Capital Maintenance Fund, including any Accounts therein, (v) in the case of Senior Sales Tax Bonds, to
make a deposit to the Senior Debt Service Fund or the Senior Debt Service Reserve Fund, including any
Accounts therein, (vi) in the case of Subordinated Sales Tax Bonds, to make a deposit to the Subordinated
Debt Service Fund or the Subordinated Debt Service Reserve Fund, including any Accounts therein, and
(vii) to pay or provide for the payment of the costs incurred in connection with the issuance of Sales Tax
Bonds.

The Sales Tax Bonds of a Series authorized to be issued shall be executed by the Authority and
delivered to the Trustee. Such Sales Tax Bonds shall from time to time and in such amounts as directed
by the Authority be authenticated and delivered by the Trustee to or upon the order of the Authority upon
receipt of the consideration therefor and upon delivery to the Trustee of:

(D) An Opinion of Bond Counsel to the effect that (i) the Authority has the right and power
under the Act to enter into the Sales Tax Bond Trust Agreement, and the Trust Agreement has been duly
and lawfully approved by the Authority, and, assuming due authorization, execution and delivery by the
Trustee, is in full force and effect and is valid and binding upon the Authority and enforceable in
accordance with its terms, and no other authorization for the Trust Agreement is required; (ii) the Trust
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Agreement creates the valid pledge of the items which it purports to pledge to the payment of the Sales
Tax Bonds pursuant to the Sales Tax Bond Trust Agreement, subject to the application thereof to the
purposes and on the conditions permitted by the Trust Agreement; and (iii) the Sales Tax Bonds of such
Series are valid and binding special obligations of the Authority as provided in the Trust Agreement,
enforceable in accordance with their terms and the terms of the Trust Agreement, and entitled to the
benefit of the Trust Agreement and of the Act and such Sales Tax Bonds have been duly and validly
authorized and issued in accordance with law, including the Act, and in accordance with the Trust
Agreement; provided, that such Opinion may take exception as to the effect of, or for restrictions or
limitations imposed by or resulting from, bankruptcy, insolvency, debt adjustment, moratorium,
reorganization or other similar laws affecting creditors’ rights generally and judicial discretion and may
state that no opinion is being rendered as to the availability of any particular remedy;

2) A written order as to the delivery of the Sales Tax Bonds of such Series, signed by an
Authorized Officer;

3) Copies of the Trust Agreement as amended and supplemented and of the Supplemental
Trust Agreement authorizing such Series, each certified by an Authorized Officer;

4) If any Sales Tax Bonds of such Series are Put Bonds, a Credit Facility or Liquidity
Facility in such an amount as would provide sufficient moneys for the purchase or redemption of all Put
Bonds of such Series if Owners thereof elected to tender for purchase or redemption the entire aggregate
Outstanding principal amount of the Put Bonds of such Series;

Notwithstanding anything in the Trust Agreement to the contrary, that certain Standby
Bond Purchase Agreement provided by JPMorgan Chase Bank, National Association, or such Alternate
Liquidity Facility assigned by the Rating Agencies ratings of “AA” from Standard & Poor’s Rating
Group or “Aa” from Moody’s Investors Service, Inc. (without regard to gradation) is deemed to be a
Liquidity Facility provided by a Qualified Institution solely for the purposes of the Authority’s Senior
Sales Tax Bonds, Variable Rate Demand Obligations, 2008 Series A, consisting of 2008 Series A-1 and
2008 Series A-2.

&) A certificate of an Authorized Officer:

(1) setting forth (a) the Senior Net Debt Service for all Series of Sales Tax Bonds
Outstanding immediately after such authentication and delivery for the then current and each
future Fiscal Year during which such Series of Sales Tax Bonds will be Outstanding, (b) the
Combined Net Debt Service for all Series of Sales Tax Bonds Outstanding immediately after such
authentication and delivery for the then current and each future Fiscal Year during which such
Series of Sales Tax Bonds will be Outstanding, and (c) the aggregate estimated payments due and
payable on Prior Obligations for the then current and each such future Fiscal Year;

(i1) stating that the amount on deposit in the Senior Debt Service Reserve Fund and
the Subordinated Debt Service Reserve Fund (after taking into account any surety bond,
insurance policy, letter of credit or other similar obligation on deposit therein) immediately after
the authentication and delivery of the Sales Tax Bonds of such Series (and in the event that any
Outstanding Sales Tax Bonds are then being redeemed, after such redemption) will be at least
equal to the Senior Debt Service Reserve Requirement and the Subordinated Debt Service
Reserve Fund Requirement, respectively, and stating that there is no overdue payment obligations
to the provider of any surety bond, insurance policy, letter of credit or other obligation on deposit
in the Senior Debt Service Reserve Fund;
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(i)  demonstrating, for the then current and each future Fiscal Year, that the sum of
the Assessment Floor Amount plus the Residual Sales Tax divided by Net Debt Service (as
defined in the Assessment Bond Trust Agreement) on outstanding Assessment Bonds is equal to
or greater than 1.50; and

(iv) demonstrating that:

(a) the Base Revenue Floor Amount for each Fiscal Year during which such
Series of Sales Tax Bonds will be Outstanding is greater than the sum of (i) the amount
set forth in clause 5(i)(b) and (ii) the amount set forth in clause 5(i)(c) for each such
Fiscal Year; or

(b) the Historic Dedicated Sales Tax Revenue Amount less, for the then
current and each future Fiscal Year during which such Series of Sales Tax Bonds will be
Outstanding, the amount set forth in clause 5(i)(c) above, divided by, for each such Fiscal
Year, the amount set forth in clauses 5(i)(a) and 5(i)(b), respectively, is equal to or
greater than 2.00 and 1.50.

In the event that at the time of delivery of such certificate, any Bond Anticipation Notes are
Outstanding, such certificate shall assume that there are Sales Tax Bonds Outstanding in a principal
amount equal to the Outstanding Bond Anticipation Notes, which Sales Tax Bonds mature in 40 years,
bear interest at the Estimated Average Rate, the Principal Installments and interest due on such Sales Tax
Bonds come due in substantially equal annual payments, and are Senior Sales Tax Bonds or Subordinated
Sales Tax Bonds, depending on which of the foregoing the Series was designated pursuant to the
resolution authorizing such Bond Anticipation Notes in accordance with the Sales Tax Bond Trust
Agreement.

(6) A certificate of an Authorized Officer to the effect that, upon the authentication and
delivery of the Sales Tax Bonds of such Series, the Authority will not be in default in the performance of
the terms and provisions of the Trust Agreement or of any of the Sales Tax Bonds. (Section 202).

Special Provisions for Refunding Bonds

One or more Series of Refunding Bonds may be authenticated and delivered upon original
issuance to refund all or any portion of the Outstanding Sales Tax Bonds of a Series, in an aggregate
principal amount which will provide funds, together with other moneys available therefor, to accomplish
such refunding.

The Refunding Bonds of such Series shall be authenticated and delivered by the Trustee only
upon receipt by the Trustee (in addition to the documents required by the Sales Tax Bond Trust
Agreement:

(D) If the Sales Tax Bonds to be refunded are to be redeemed, instructions to the Trustee,
satisfactory to it, to give due notice of redemption of all the Sales Tax Bonds so to be refunded on a
redemption date specified in such instructions, subject to the provisions of the Sales Tax Bond Trust
Agreement;

2) If the Sales Tax Bonds to be refunded are to be deemed paid within the meaning and with

the effect expressed in the Sales Tax Bond Trust Agreement relating to defeasance of Sales Tax Bonds,
instructions to the Trustee, satisfactory to it; and
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3) If the Sales Tax Bonds to be refunded are to be deemed paid within the meaning and with
the effect expressed in the Sales Tax Bond Trust Agreement relating to defeasance of Sales Tax Bonds, (i)
moneys and/or (ii) Investment Obligations as shall be necessary to comply with the Sales Tax Bond Trust
Agreement, which Investment Obligations and moneys shall be held in trust and used only as provided in
the Sales Tax Bond Trust Agreement;

4) If the proceeds of such Series of Refunding Bonds are to be utilized by the Authority to
purchase Sales Tax Bonds to be delivered to the Trustee in satisfaction of a Sinking Fund Installment or
to defease a portion of the Sales Tax Bonds which are the subject of a Sinking Fund Installment in
accordance with the Sales Tax Bond Trust Agreement, a certificate of an Authorized Officer of the
Authority specifying (i) the principal amount, Series, maturity, interest rate and number of the Sales Tax
Bonds to be so delivered, (ii) the date and Series of the Sinking Fund Installment in satisfaction of which
such Sales Tax Bonds are to be so delivered, (iii) the aggregate principal amount of the Sales Tax Bonds
to be so delivered, and (iv) the unsatisfied balance of each such Sinking Fund Installment after giving
effect to the delivery of the Sales Tax Bonds to be so delivered; and

®)] Either (a) a certificate of an Authorized Officer of the Authority stating that (i) the final
maturity of the Refunding Bonds is no later than the final maturity of the Sales Tax Bonds to be refunded
and (ii) as a result of the issuance of the Refunding Bonds there shall be no increase in the amount of
Senior Net Debt Service in any Fiscal Year and there shall be no increase in the amount of Combined Net
Debt Service in any Fiscal Year; or (b) the certificate provided for in the Sales Tax Bond Trust
Agreement with respect to such Series of Refunding Bonds, considering for all purposes of such
certificate that (i) such Series of Refunding Bonds is either a Series of Senior Sales Tax Bonds or a Series
of Subordinated Sales Tax Bonds and (ii) that the Sales Tax Bonds to be refunded are no longer
Outstanding.

The proceeds, including accrued interest, of the Refunding Bonds of each such Series shall be
applied simultaneously with the delivery of such Sales Tax Bonds in the manner provided in the
Supplemental Trust Agreement authorizing such Sales Tax Bonds. (Section 204).

Bond Anticipation Notes

Whenever the Authority shall authorize the issuance of a Series of Senior Sales Tax Bonds or
Subordinated Sales Tax Bonds (without necessity for the Authority to have entered into a Supplemental
Trust Agreement providing for such issue or to have satisfied the conditions set forth in the Sales Tax
Bond Trust Agreement), the Authority may by resolution authorize the issuance of notes (and renewals
thereof) in anticipation of the sale of such authorized Series of Sales Tax Bonds; provided, however, that
in the event such authorized Series is Senior Sales Tax Bonds, the Authority may subsequently determine
to issue Subordinated Sales Tax Bonds to repay the notes. The principal of and interest on such notes and
renewals thereof shall be payable from the proceeds of such notes, from the proceeds of the sale of the
Series of Sales Tax Bonds in anticipation of which such Notes are issued or from funds of the Authority.
The proceeds of such Sales Tax Bonds may be pledged for the payment of the principal of and interest on
such notes and any such pledge shall have a priority over any other pledge of such proceeds created by
the Sales Tax Bond Trust Agreement. The Authority may secure the payment of the interest on such
notes by a pledge that is on a parity with the pledge under the Sales Tax Bond Trust Agreement securing
all Sales Tax Bonds, in which event such interest shall be payable from the Senior Debt Service Fund or
Subordinated Debt Service Fund, as applicable. The Authority may also pledge the Pledged Revenues
and other Authority funds to the payment of the principal of such notes, but such pledge shall be
subordinate to the pledge securing the payment of the Sales Tax Bonds. A copy of the resolution of the
Authority authorizing such notes, certified by an Authorized Representative of the Authority, shall be
delivered to the Trustee following its adoption. The aggregate principal amount of notes issued under this
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heading which may be Outstanding at any time shall be limited as and to the extent provided in the Act.
(Section 205).

Additional Obligations

The Authority reserves the right to issue bonds, notes or any other obligations or otherwise incur
indebtedness or to enter into a hedge agreement pursuant to other and separate resolutions or agreements
of the Authority, so long as such bonds, notes or other obligations are not, or such other indebtedness or
provider of the hedge agreement is not, except as provided in the Sales Tax Bond Trust Agreement,
entitled to a charge or lien or right with respect to the Pledged Revenues or the Funds and Accounts
created hereby or pursuant hereto. Notwithstanding the foregoing, the Authority may by Supplemental
Resolution issue bonds, notes or any other obligations or enter into a hedge agreement entitled to a charge
or lien or right with respect to the Pledged Revenue or the Funds and Accounts under the Sales Tax Bond
Trust Agreement, so long as amounts payable on such obligations or under such agreement shall be
payable after the deposits set forth in the Sales Tax Bond Trust Agreement. (Section 206).

Hedging Transactions

A Hedge Agreement is a Qualified Hedge Agreement if (i) the Provider of the Hedge Agreement
is a Qualified Institution or the Provider’s obligations under the Hedge Agreement are unconditionally
guaranteed by a Qualified Institution and (ii) the Authority designates it as such by Certificate of an
Authorized Officer.

If the Authority shall enter into any Qualified Hedge Agreement with respect to any Sales Tax
Bonds and the Authority has made a determination that the Qualified Hedge Agreement was entered into
for the purpose of hedging or managing the interest due with respect to those Sales Tax Bonds then
during the term of the Qualified Hedge Agreement and so long as the Provider of the Qualified Hedge
Agreement is not in default:

(N for purposes of any calculation of Debt Service, the interest rate on the Sales Tax Bonds
with respect to which the Qualified Hedge Agreement applies shall be determined as if such Sales Tax
Bonds had interest payments equal to the interest payable on those Sales Tax Bonds less any payments
reasonably expected to be made to the Authority by the Provider and plus any payments reasonably
expected to be made by the Authority to the Provider in accordance with the terms of the Qualified Hedge
Agreement (other than fees or termination payments payable to such Provider for providing the Qualified
Hedge Agreement);

2) any such payments (other than fees and termination payments) required to be made by the
Authority to the Provider pursuant to such Qualified Hedge Agreement shall be made from amounts on
deposit in the Senior Debt Service Fund or Subordinated Debt Service Fund, as applicable;

3) any such payments received by or for the account of the Authority from the Provider
pursuant to such Qualified Hedge Agreement shall be deposited in the Senior Debt Service Fund or
Subordinated Debt Service Fund, as applicable; and

@) fees and termination payments, if any, payable to the Provider pursuant to such Qualified
Hedge Agreement, other than solely as a result of an event of default with respect to the Provider or event
affecting the Provider, shall be paid from amounts on deposit in the General Fund; and
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5) fees and termination payments, if any, payable to the Provider pursuant to such Qualified
Hedge Agreement solely as a result of an event of default with respect to the Provider or event affecting
the Provider shall be a general unsecured obligation of the Authority.

If the Authority shall enter into a Hedge Agreement that is not a Qualified Hedge Agreement,
then:

(1) the interest rate adjustments or assumptions referred to in clause (1) under this heading
shall not be made;

2) any and all payments required to be made by the Authority to the Provider pursuant to
such Hedge Agreement, other than solely as a result of an event of default with respect to the Provider or
event affecting the Provider, may be made be paid from amounts on deposit in the General Fund if and to
the extent expressly provided in the Hedge Agreement; and

3) fees and termination payments payable to the Provider solely as a result of an event of
default with respect to the Provider or event affecting the Provider and, if not expressly provided in the
Hedge Agreement to be paid from amounts on deposit in the General Fund, other payments required to be
made by the Authority to the Provider under the Hedge Agreement shall be a general unsecured
obligation of the Authority. (Section 104).

Redemption of Sales Tax Bonds

Sales Tax Bonds subject to redemption prior to maturity pursuant to a Supplemental Trust
Agreement shall be redeemable, upon notice as provided in the Sales Tax Bond Trust Agreement, at such
times, at such Redemption Prices and upon such terms as may be specified in the Sales Tax Bond Trust
Agreement or in the Supplemental Trust Agreement authorizing such Series.

In the case of any redemption of Sales Tax Bonds otherwise than as provided in the third
paragraph under this heading, the Authority shall give written notice to the Trustee of its election so to
redeem, of the redemption date, of the Series, and of the principal amounts of the Sales Tax Bonds of
each maturity of such Series to be redeemed (which Series, maturities and principal amounts thereof to be
redeemed shall be determined by the Authority in its sole discretion, subject to any limitations with
respect thereto contained in any Supplemental Trust Agreement). Such notice shall be given at least 45
days prior to the redemption date or such shorter period as shall be acceptable to the Trustee.

Whenever by the terms of the Sales Tax Bond Trust Agreement or a Supplemental Trust
Agreement, Sales Tax Bonds are required to be redeemed otherwise than at the election of the Authority,
the Authority may, subject to the provision of any related Supplemental Trust Agreement, select the
Series of Sales Tax Bonds, the principal amounts of the Sales Tax Bonds of each maturity of such Series
to be redeemed and, except in the case of mandatory sinking fund redemption, of the amount of such
Sinking Fund Installment, if applicable, within such maturity to be redeemed (which Series, maturities
and principal amounts thereof to be redeemed and Sinking Fund Installments shall be determined by the
Authority in its sole discretion, subject to any limitations with respect thereto contained in the Sales Tax
Bond Trust Agreement or a Supplemental Trust Agreement) and in the event the Authority does not
notify the Trustee of such Series, maturities and principal amounts to be redeemed on or before the 45th
day preceding the redemption date, the Trustee shall select the Sales Tax Bonds to be redeemed, give the
notice of redemption and apply the moneys available therefor to redeem on the redemption date at the
Redemption Price therefor, together with accrued interest to the redemption date, all of the Sales Tax
Bonds to be redeemed.
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In the event of redemption of less than all of the Outstanding Sales Tax Bonds of like maturity of
any Series shall be called for prior redemption, the particular Sales Tax Bonds or portions of Sales Tax
Bonds to be redeemed shall be selected by the Trustee by lot, or in such other manner as the Trustee in its
discretion may deem fair and appropriate subject to any limitation with respect thereto contained in the
applicable Supplemental Trust Agreement. For purposes of the provisions under this heading, the
minimum denomination of a Capital Appreciation Bond shall be the lowest Accreted Value authorized to
be due at maturity on such Sales Tax Bonds, and the minimum denomination of a Deferred Income Bond
shall be the lowest Appreciated Value on the Interest Commencement Date authorized for such Sales Tax
Bonds.

Notice of the call for any redemption of Sales Tax Bonds prior to maturity shall be given as
provided in the applicable Supplemental Trust Agreement. (ARTICLE IV).

Establishment of Funds and Accounts

The following Funds and Accounts, which shall be held and administered by the Trustee, are
hereby established:

(D) Pledged Revenue Fund;

2) Senior Debt Service Fund;

3) Senior Debt Service Reserve Fund;

@) Subordinated Debt Service Fund;

®)] Subordinated Debt Service Reserve Fund;
(6) General Fund.

Amounts held at any time by the Trustee in any of the Funds and Accounts established pursuant
to the provisions under this heading or under the Bond Proceeds Fund pursuant to a Supplemental Trust
Agreement shall be held in trust for the Owners of the Sales Tax Bonds separate and apart from all other
funds of the Trustee, but shall nevertheless be disbursed, allocated and applied solely for the uses and
purposes provided in the Sales Tax Bond Trust Agreement.

The following Funds and Accounts, which shall be held and administered by the Authority, are
hereby established:

(D) Bond Proceeds Fund, which shall include the Capital Account and such other Accounts
as the Authority may create by Supplemental Trust Agreement; and

2) Rebate Fund.

Amounts held at any time by the Authority in any of the Funds and Accounts established pursuant
to the provisions under this heading shall be held in trust separate and apart from all other funds of the
Authority for the benefit of the Owners of Sales Tax Bonds, but shall nevertheless be disbursed, allocated
and applied solely for the uses and purposes provided in the Sales Tax Bond Trust Agreement.

Additional funds, accounts or subaccounts may be created for other purposes by any Supplemental Trust
Agreement. Notwithstanding the foregoing, the Authority by Supplemental Trust Agreement authorizing
a Series of Sales Tax Bonds may designate that one or more Accounts in the Bond Proceeds Fund created
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by such Supplemental Trust Agreement be held and administered by the Trustee and pledged to the
Owners of the Sales Tax Bonds. (Section 502 and Section 302 of the Fourth Supplemental Trust
Agreement).

Bond Proceeds Fund

The Authority shall deposit into the Bond Proceeds Fund the net proceeds of all Sales Tax Bonds,
other than Refunding Bonds, issued for direct expenditures to be made by the Authority, which net
proceeds shall be in the amount and applied as set forth in the applicable Supplemental Trust Agreement.
(Section 503).

Pledged Revenue Fund and Application Thereof

The Authority shall, immediately following the execution of the Sales Tax Bond Trust
Agreement, transfer to the Trustee for payment into the Pledged Revenue Fund all Pledged Revenues as
received, except Investment Income required by the terms hereof to be deposited in another Fund or
Account. Amounts in the Pledged Revenue Fund shall be deposited in, or credited to, as appropriate, on
the last Business Day of the month in which the first such amounts are deposited in the Pledged Revenue
Fund and on or before the last Business Day of each month thereafter, the following Funds and Accounts,
in the amounts and in the order and priority, as follows:

(D) Into the Senior Debt Service Fund, the amount, if any, required so that the balance in said
Fund shall equal the Senior Net Debt Service and the fees and charges related to Credit Facilities,
Liquidity Facilities, and Qualified Hedge Agreements entered into in connection with Senior Sales Tax
Bonds accrued or accruing prior to the last Business Day of the next succeeding month;

2) Into the Senior Debt Service Reserve Fund, the amount, if any, required for such Fund,
after giving effect to any surety bond, insurance policy, letter of credit or other similar obligation
deposited in such Fund pursuant to the Sales Tax Bond Trust Agreement and subject to the provisions of
the Sales Tax Bond Trust Agreement, to equal the Senior Debt Service Reserve Requirement as of the last
day of the then current month; provided, however, that the provisions of the sixth paragraph under the
heading “Senior Debt Service Reserve Fund” shall govern any replenishment required after a withdrawal
from such Fund;

3) Into the Subordinated Debt Service Fund, the amount, if any, required so that the balance
in said Fund shall equal the Subordinated Net Debt Service and the fees and charges related to Credit
Facilities, Liquidity Facilities and Qualified Hedge Agreements entered into in connection with Subordinated
Sales Tax Bonds accruing prior to the last Business Day of the next succeeding month;

4) Into the Subordinated Debt Service Reserve Fund, the amounts, if any, after giving effect
to any surety bond, insurance policy, letter of credit or other similar obligation deposited in such Fund
pursuant to the Sales Tax Bond Trust Agreement and subject to the provisions of the Sales Tax Bond
Trust Agreement, to equal the Subordinated D