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MATURITY SCHEDULE
Year Interest Year Interest

(uly1) Amount Rate Yield Gluly 1) Amount Rate Yield
2003 $5,785,000 3.000% 2.000% 2012 $ 360,000 4.125% 4.190%
2004 280,000 2.250 2.270 2013 8,000,000 5.250 4.430
2005 285,000 2.750 2.790 2014 8,420,000 5.250 4.540
2006 295,000 3.000 3.110 2015 8,860,000 5.250 4.630
2007 300,000 3.400 3.430 2016 9,325,000 5.250 4.720
2008 310,000 3.600 3.640 2017 9,815,000 5.250 4.810
2009 325,000 3.800 3.850 2018 10,330,000 5.250 4.890
2010 335,000 3.900 3.990 2019 10,875,000 5.250 4.960
2011 350,000 4.000 4.090

(Accrued interest to be added)
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No dealer, broker, salesman or other person has been authorized to give any information or to make any
representations, other than those contained in this Official Statement, in connection with the offering contained
herein, and, if given or made, such information or representation must not be relied upon as having been authorized
by the State of Arizona, the Arizona Transportation Board (the “Board”), or the State of Arizona Department of
Transportation (the “Department”). This Official Statement does not constitute an offer to sell, or the solicitation of
an offer to buy, any securities other than the securities offered hereby or an offer to sell or solicitation of offers to
buy, nor shall there be any sale of the Series 2002A Bonds, by any person in any jurisdiction where such offer or
solicitation or sale would be unlawful.

The information contained in this Official Statement has been obtained from the Board, the Department and
other sources believed to be reliable, but the accuracy or completeness of such information is not guaranteed by, and
should not be construed as a promise by, any of the foregoing. The presentation of such information, including
tables of receipts from taxes and other sources, is intended to show recent historic information and is not intended to
indicate future or continuing trends. No representation is made that the past experience, as shown by such financial
and other information, will necessarily continue or be repeated in the future. This Official Statement contains, in
part, estimates and matters of opinion, whether or not expressly stated to be such, which are not intended as
statements or representations of fact or certainty, and no representation is made as to the correctness of such
estimates and opinions, or that they will be realized. This Official Statement contains projections and forecasts
which are forward looking statements concerning facts which may or may not occur in the future. All such forward
looking statements may not be realized and must be viewed with an abundance of caution. 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 State of Arizona, the Board, or the Department since the date hereof.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY ALLOW CONCESSIONS
OR DISCOUNTS FROM SUCH INITIAL PUBLIC OFFERING PRICES TO DEALERS AND OTHERS, AND
THE UNDERWRITERS MAY OVERALLOT OR ENGAGE IN TRANSACTIONS INTENDED TO STABILIZE
THE PRICES OF THE SERIES 2002A BONDS AT LEVELS ABOVE THOSE THAT MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET IN ORDER TO FACILITATE THEIR DISTRIBUTION. SUCH
STABILIZATION, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

The Series 2002A Bonds will not be registered under the Securities Act of 1933, as amended, or any state
securities law, and will not be listed on any stock or other securities exchange. Neither the Securities and Exchange
Commission nor any other federal, state or other governmental entity or agency has passed upon the accuracy of this
Official Statement.

The Board has undertaken to provide continuing disclosure with respect to the Series 2002A Bonds as
required by Rule 15¢2-12 of the Securities and Exchange Commission. See “Continuing Disclosure Undertaking”
and “Appendix C — Form of Continuing Disclosure Undertaking” herein.
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OFFICIAL STATEMENT
relating to
$74,250,000

Arizona Transportation Board
Highway Revenue Refunding Bonds
Series 2002A

INTRODUCTION

This Official Statement (including the cover page and Appendices attached hereto) provides certain
information in connection with the issuance by the Arizona Transportation Board (the “Board”) of its Highway
Revenue Refunding Bonds, Series 2002A (the “Series 2002A Bonds™).

The Series 2002A Bonds are issued pursuant to the State Highway Bonding Authorization Law, Title 28,
Chapter 21, Article 1, Arizona Revised Statutes, as amended (the “Act”), and under and pursuant to a resolution
adopted by the Board on May 1, 1980, as supplemented to date, including a supplemental resolution adopted on
December 14, 2001 and amended on February 15, 2002 (the “2002 Resolution”) authorizing the Series 2002 Bonds
issued on February 6, 2002 and the Series 2002A Bonds (collectively, the “Senior Bond Resolution™).

Proceeds of the Series 2002A Bonds are intended to be used for the purpose of (i) refunding in advance of
maturity portions of the Board’s outstanding Senior and Subordinated Bonds in the aggregate principal amount of
$71,000,000, and (ii) paying costs of issuing the Series 2002A Bonds (see “PLAN OF REFUNDING™).

The Series 2002A Bonds are special obligations of the Board. The principal of, premium, if any. and
interest (collectively, “Debt Service™) on the Series 2002A Bonds, together with the outstanding Senior Bonds not
refunded, are payable from and secured solely by a first pledge of and lien on Pledged Revenues as provided in the
Senior Bond Resolution, as more fully described under “SECURITY AND SOURCES OF PAYMENT FOR THE
SERIES 2002A BONDS”. Additional bonds may be issued on a parity with the Board’s outstanding Senior Bonds
(“Additional Senior Bonds™) under the conditions and in the manner provided in the Senior Bond Resolution and in
the hereinafter described Subordinated Bond Resolution. The Series 2002A Bonds, the outstanding Senior Bonds
and Additional Senior Bonds are collectively referred to as the “Senior Bonds.”

The Series 2002A Bonds are not obligations, general, special or otherwise, of the State, do not
constitute a legal debt of the State and are not enforceable against the State, nor shall payment thereof be
enforceable out of any funds of the State, the Board, or the Department other than the money pledged and
otherwise available for the benefit of the registered owners (“Owners”) of the Senior Bonds pursuant to the
Act and the Senior Bond Resolution.

The Series 2002A Bonds are issued on a parity as to security and source of payment with the Board’s
outstanding Highway Revenue Bonds, Series 2002 (the “Series 2002 Bonds™), Highway Revenue Bonds, Series
2001 (the “Series 2001 Bonds™), Highway Revenue Bonds, Series 1999 (the “Series 1999 Bonds”), and Highway
Revenue Refunding Bonds, Series 1993 (the “Series 1993 Bonds™).

The aggregate principal amount of Senior Bonds that will be outstanding immediately after delivery of the
Series 2002A Bonds will be $479,725,000, after giving effect to the refunding in advance of maturity of certain
currently outstanding Senior and Subordinated Bonds, as more fully described under “PLAN OF REFUNDING.”



In addition, the Board has outstanding bonds payable from and secured solely by a subordinated and junior
pledge of Pledged Revenues (the “Subordinated Bonds”) which were issued under and pursuant to the Act and a
resolution adopted by the Board on September 27, 1991, as supplemented (the “Subordinated Bond Resolution™).
Subordinated Bonds are payable from and secured solely by a lien on and pledge of the Pledged Revenues
subordinate in all respects to payments required for the benefit of the Owners of the Senior Bonds. The aggregate
principal amount of Subordinated Bonds that will be outstanding immediately after the delivery of the Series 2002A
Bonds will be $299,795,000, after giving effect to the refunding in advance of maturity of certain currently
outstanding Subordinated Bonds, as more fully described under “PLAN OF REFUNDING.” No obligations other
than the above-described Subordinated Bonds are outstanding under the Subordinated Bond Resolution.

The Board may finance highway projects in whole or in part by the issuance of bonds up to the limit under
the Act. The current limit is a principal amount of $1,000,000,000 outstanding at any one time, including Senior
Bonds and Subordinated Bonds, but excluding refunded bonds, unless an additional amount is authorized by the
Legislature. The aggregate amount of Senior Bonds and Subordinated Bonds that will be outstanding immediately
after the delivery of the Series 2002A Bonds will be $779,520,000.

Payments on the Series 2002A Bonds are not subject to annual appropriation by the Legislature of the State
nor are payments on the Series 2002A Bonds subject to any constitutional or statutory limitation on expenditures.

The Arizona Legislature has previously and may in the future amend the Act and other statutes that govern
Pledged Revenues. However, any such amendments would be subject to the covenants of the Board in the Bond
Resolutions (as defined below) that the State will not limit or alter the rights vested in the Board to collect such fees
and taxes as may be necessary to produce sufficient revenues to fulfill the terms of such Bond Resolutions or any
agreement made with the Owners of the Senior Bonds and Subordinated Bonds or in any way impair the rights and
remedies of such Owners until all Senior Bonds and Subordinated Bonds, together with interest thereon and interest
on unpaid installments of interest and all costs and expenses in connection with any action or proceeding by or on
behalf of any Owners, are fully met and discharged. See “SECURITY AND SOURCES OF PAYMENT FOR THE
SERIES 2002A BONDS - Pledged Revenues.”

This Official Statement describes the terms of and security for the Series 2002A Bonds and the use of
proceeds of the Series 2002A Bonds. These descriptions do not purport to be comprehensive or definitive. All
references herein to the Senior Bond Resolution and Subordinated Bond Resolution (collectively, “Bond
Resolutions”) are qualified in their entirety by reference to the definitive form thereof and the information with
respect thereto contained in the Bond Resolutions and is further qualified in its entirety by reference to laws and
principles of equity relating to or affecting the enforceability of creditors’ rights. Copies of the Bond Resolutions
may be obtained as set forth under “MISCELLLANEQUS.”

THE SERIES 2002A BONDS
General Description

The Series 2002A Bonds are issuable as fully registered bonds. The Series 2002A Bonds will bear interest
from March 1, 2002, at the rates, and will mature on the dates and in the amounts, all as set forth on the inside cover
page hereof. As described within “Appendix D — BOOK-ENTRY-ONLY SYSTEM?”, the Series 2002A Bonds will
be registered in the name of Cede & Co., as registered Owner and nominee of The Depository Trust Company
(“DTC”), New York, New York. So long as DTC, or its nominee, Cede & Co., is registered Owner of all of the
Series 2002A Bonds, all payments on the Series 2002 A Bonds will be made directly to DTC.

So long as Cede & Co. is the registered Owner of the Series 2002A Bonds, as nominee for DTC, references
herein to “Owners” or registered owners of the Series 2002A Bonds (other than under the caption “TAX
EXEMPTION”) shall mean Cede & Co., as aforesaid, and shall not mean the beneficial owners of such Series
2002A Bonds (the “Beneficial Owners™). When reference is made to any action which is required or permitted to be
taken by the Beneficial Owners, such reference shall only relate to those permitted to act (by statute, regulation or



otherwise) on behalf of such Beneficial Owners for such purposes. When notices are given, they shall be sent by the
Board or the Paying Agent to DTC only, as registered Owner.

The Series 2002A Bonds initially will be dated as shown on the cover page, and will be issued in
denominations of $5,000 or any integral multiple thereof. Interest on the Series 2002A Bonds will be payable on
each January 1 and July 1 (each such date is referred to herein as an “Interest Payment Date”), commencing July 1,
2002, and will accrue from such dated date. Interest on the Series 2002A Bonds will be payable by check or draft
mailed on the Interest Payment Date by the Paying Agent to the Owners thereof as shown on the registration books
maintained by the bond registrar, initially Bank One Trust Company, N.A. and its successors (the “Bond Registrar™),
at the address appearing therein, at the close of business of the Bond Registrar on June 15 and December 15 of each
year (the “Regular Record Date). The principal of the Series 2002 A Bonds will be payable upon presentation and
surrender thereof at the designated corporate trust office of the paying agent, initially Bank One Trust Company,
Arizona, NA and its successors (the “Paying Agent”). However, at the written request of the Owners of $1,000,000
or more in aggregate principal amount of Series 2002A Bonds, delivered to the Bond Registrar prior to a Regular
Record Date, interest, premium, if any, and principal may be paid by wire transfer at the Owner’s expense to a bank
account in the continental United States.

Redemption Provisions

The Series 2002A Bonds maturing on or before July 1, 2012 are not subject to optional redemption prior to
maturity. The Series 2002A Bonds maturing on and after July 1, 2013 are subject to optional redemption prior to
maturity, at the election of the Board, as a whole or in part at any time, on or after July 1, 2012, at the respective
redemption prices (expressed as percentages of the principal amount of the Series 2002A Bonds to be redeemed) set
forth below in each case together with accrued interest to the redemption date.

Period During Which Redeemed Redemption
(hoth d inclusive) Pri
July 1, 2012 to June 30, 2013 102.00%
July 1, 2013 to June 30, 2014 101.50
July 1, 2014 to June 30, 2015 101.00
July 1, 2015 to June 30, 2016 100.50
July 1, 2016 and thereafier 100.00
Notice of Redemption.

The Bond Registrar shall give notice by mail of the redemption of the Series 2002A Bonds, not less than 30
days prior to the redemption date, to the registered Owners (Cede & Co., so long as the book-entry-only system is in
effect) of any Series 2002A Bonds or portions thereof to be redeemed at their last address appearing on the bond
register of the Board. Such notice shall specify the maturities of the Series 2002A Bonds to be redeemed, the
redemption date and the place or places where amounts due upon such redemption will be payable and, if less than
all of the Series 2002A Bonds of like maturity are to be redeemed, the particular Series 2002A Bonds or portions
thereof to be redeemed. Any defect in the notice to the Owner of any Series 2002A Bond which is to be redeemed
shall not affect the validity of the proceedings for the redemption of any other Series 2002A Bond. Any notice of
redemption which is mailed shall be presumed to be given, whether or not such notice is received. Any failure on the
part of a nominee of a Beneficial Owner of a Series 2002A Bond to notify the Beneficial Owner shall not affect the
validity of the redemption of such Series 2002A Bond.

So long as the Series 2002A Bonds are held under the Book-Entry-Only System (See Appendix D), notice of
redemption shall be sent to Cede & Co., as the registered Owner. If on the redemption date, money for the redemption
of the Series 2002A Bonds or portions thereof to be redeemed, together with accrued interest thereon to the
redemption date, is held by the Paying Agent and is available to pay the redemption price of the Series 2002A Bonds
or portions thereof to be redeemed on the redemption date, and if notice of redemption has been given as described
in the preceding paragraph, then, from and after the redemption date, interest on the Series 2002A Bonds or portions
thereof so called for redemption shall cease to accrue.



If at the time of mailing of notice of an optional redemption of the Series 2002 A Bonds there has not been
deposited with the State Treasurer in a subaccount in the Senior Bond Fund moneys or Defeasance Obligations (as
defined in the 2002 Resolution) sufficient to redeem all the Series 2002 A Bonds called for optional redemption, then
such notice shall state that the optional redemption is conditional upon the deposit of moneys or Defeasance
Obligations sufficient for the redemption with the State Treasurer not later than the opening of business on the
redemption date, and such notice will be of no effect and such Series 2002A Bonds shall not be optionally redeemed
unless such moneys or Defeasance Obligations are so deposited.

Exchange and Transfer
If the Series 2002A Bonds are not in book-entry-only form, the following paragraph will be applicable.

The registration of any Series 2002A Bond may be transferred upon the bond register of the Board by the
Owner thereof, in person or by his or her duly authorized attorney, upon surrender of such Series 2002A Bond at the
designated corporate trust office of the Bond Registrar accompanied by a written instrument of transfer satisfactory
to the Bond Registrar and duly executed by the Owner or by his or her duly authorized attorney. Any Series 2002A
Bond may be exchanged at the designated corporate trust office of the Bond Registrar for new Series 2002A Bonds
of any authorized denomination, aggregate principal amount and maturity as the surrendered Series 2002A Bond.
The Bond Registrar will not charge an administrative fee for any new Series 2002A Bond issued upon any exchange
or transfer, but may require the Owner requesting such exchange or transfer to pay any tax or other governmental
charge required to be paid with respect to such exchange or transfer. The Bond Registrar is not required to exchange
or transfer any Series 2002A Bond (i) during the period commencing on June 15 and December 15 of each year and
ending on the subsequent July 1 or January 1, respectively, (ii) during the period of fifteen days preceding any
selection of Series 2002A Bonds for redemption, or (iii) which has been chosen for redemption.

Defeasance

If the Board pays or causes to be paid, or there is otherwise paid, to the Owners of all outstanding Series
2002A Bonds or Series 2002A Bonds of a particular maturity or a particular Series 2002A Bond within a maturity,
the principal, premium, if any, and interest due or to become due thereon, at the times and in the manner stipulated
therein and in the Senior Bond Resolution, such Series 2002A Bonds will cease to be entitled to any lien, benefit or
security under the Senior Bond Resolution, and all covenants, agreements and obligations of the Board to the
Owners of such Series 2002A Bonds will thereupon cease, terminate and become void and be discharged and
satisfied.

Subject to the provisions of the Senior Bond Resolution, any outstanding Series 2002A Bonds will be
deemed to have been paid within the meaning and with the effect expressed in the foregoing paragraph if there has
been deposited with the State Treasurer or with an escrow agent appointed for such purpose, moneys or Defeasance
Securities (defined below) or both. The maturing principal and interest income on such Defeasance Securities, if
any, shall be sufficient without reinvestment, together with any cash (as evidenced by a report of an independent
nationally recognized CPA firm or financial consulting firm), to pay the principal of, premium, if any, and interest on
such Series 2002A Bonds to their maturity or to their prior redemption dates as may be specified by the Board. The
moneys and Defeasance Securities shall be held irrevocably in trust for the Owners of such Series 2002A Bonds, for
the purpose of paying the principal of, premium, if any, and interest on such Series 2002A Bonds, as the same shall
mature, come due or become payable upon prior redemption. Upon such deposit, the Series 2002A Bonds so
provided for shall no longer be outstanding under the Senior Bond Resolution. Defeasance Securities are: (i) direct
obligations of, or obligations fully guaranteed by, the United States of America; (i1) certain certificates evidencing
ownership of the right to principal or interest on obligations described in (i); and (iii) certain advance refunded
municipal obligations which are rated at the time of purchase “AAA/Aaa” by Standard & Poor’s Rating Service and
Moody’s Investors Service, respectively.



PLAN OF REFUNDING

Approximately $77,134,806 of the proceeds of the Series 2002A Bonds will be placed in an irrevocable
depository trust with Bank One Trust Company, N.A. (the “Escrow Trustee™), and will be used to acquire certain
United States Treasury obligations (the “Treasury Obligations™) the maturing principal of and interest income on
which are calculated to be sufficient to pay, when due, the interest on, the principal of, and premium, if any, on the
following described outstanding Subordinated Bonds and Senior Bonds (the “Bonds Being Refunded”) to their
respective redemption dates shown below.

Maturity Principal Redemption
Issue Original Dates Amount of Premium on
(Dated Principal to be Bonds Being Redemption Bonds Being
Date) Bond Issue Amount Refunded Refunded Date Refunded
03-15-92 Subordinated $88,910,000 7-1-03 $6,870,000 7-1-02 1.5%
Series 1992B
Bonds
10-15-99 Senior Series $151,080,000 7-1-13 $64,130,000 7-1-09 None
1999 Bonds to 7-1-19

The moneys deposited in the depository trust will be held by the Escrow Trustee irrevocably in trust for the
payment of the principal of, premium, if any, and interest on the Bonds Being Refunded pursuant to the terms of an
escrow agreement (the “Escrow Agreement”) between the Board and the Escrow Trustee. Upon the deposit of such
moneys, the Bonds Being Refunded will no longer be Outstanding under the Senior Bond Resolution and the
Subordinated Bond Resolution, and will be considered paid in accordance with their terms.

The remaining portion of the Series 2002A Bonds will be used for paying costs of issuing the Series 2002A
Bonds.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

The Arbitrage Group, Inc., independent certified public accountants, will deliver a report on the
mathematical accuracy of certain computations contained in schedules provided to them by RBC Dain Rauscher Inc.,
as financial consultant to the Board, relating to (a) the adequacy of the maturing principal amounts of the Treasury
Obligations held pursuant to the Escrow Agreement established for the payment of the Bonds Being Refunded,
interest earned thereon and certain other moneys on deposit pursuant to the Escrow Agreement to pay all of the
principal of, premium, if any, and interest on the Bonds Being Refunded, as such principal, and interest become due
and payable to their redemption date and (b) the computations of yield on both the Treasury Obligations and the
Series 2002A Bonds used by Bond Counsel to support its opinion that the interest on the Series 2002A Bonds is
excluded from gross income for federal income tax purposes. The Arbitrage Group, Inc. will express no opinion on
the assumptions provided to them nor as to the exemption from taxation of the interest on the Series 2002A Bonds.

SECURITY AND SOURCES OF PAYMENT
FOR THE SERIES 2002A BONDS

Legal Authority

The Series 2002A Bonds are special obligations of the Board and are being issued by the Board pursuant to
the Act and the Senior Bond Resolution. Under the terms and provisions of the Act, the Board is authorized to issue
bonds for the payment of highway obligations; the costs of construction, reconstruction, maintenance and repair of
public highways and bridges; county, city and town roads and streets; acquisition of real properties for future
highway needs; other related highway purposes; and for the refunding of any bonds previously issued.



The Act provides that the Board may issue bonds, including Senior Bonds and Subordinated Bonds, up to a
total principal amount of $1,000,000,000 outstanding at any time, excluding refunded bonds. The State Legislature
has the right to increase or change the foregoing limitations and restrictions. See “Additional Bonds™ below.

The Series 2002A Bonds, the outstanding Senior Bonds and any Additional Senior Bonds that may
subsequently be issued by the Board on a parity therewith pursuant to the Senior Bond Resolution, are issued on a
parity as to security and source of payment. Immediately after the delivery of the Series 2002A Bonds, and after
giving effect to the refunding of the Bonds Being Refunded, there will be $479,725,000 of Senior Bonds
outstanding,

General

Payments of principal and interest on the Series 2002A Bonds and all other Senior Bonds are payable from
and secured solely by a first lien on and pledge of the Pledged Revenues on deposit in the State Highway Fund. The
lien on and pledge of Pledged Revenues for Senior Bonds is in all respects senior and prior to the lien on and pledge
of Pledged Revenues for Subordinated Bonds. Pledged Revenues are the moneys deposited by the State Treasurer
into the State Highway Fund that are derived from a portion of specified sources. Generally, such sources are: motor
vehicle fuel taxes, motor vehicle registration fees, motor carrier fees, a portion of motor vehicle license (in lieu)
taxes, and motor vehicle operators’ license fees and certain miscellaneous fees and revenues collected by the State of
Arizona. For a discussion of the sources of the Pledged Revenues, see “Pledged Revenues” and “SOURCES AND
APPLICATION OF PLEDGED REVENUES” herein.

As provided in the Act, all Pledged Revenues deposited into the State Highway Fund shall be immediately
subject to the lien of the pledge granted in the Senior Bond Resolution for the Senior Bonds without any future
physical delivery or further act.

In addition to Pledged Revenues, the Series 2002A Bonds and all other Senior Bonds and Subordinated
Bonds are also payable from, but are not secured by a pledge of, all moneys to be deposited into the Arizona
Highway User Revenue Fund. Arizona statutes currently require that if there are defaults in amounts required by the
Senior Bond Resolution and the Subordinated Bond Resolution to be deposited into the Bond Funds (as defined
below), then the Department shall deduct from the revenues that otherwise would be deposited into the Arizona
Highway User Revenue Fund, prior to their deposit, an amount sufficient to avoid such default, which will be applied
to avoid such default, For a discussion of the revenues that are deposited to the Arizona Highway User Revenue
Fund, see “SOURCES AND APPLICATION OF PLEDGED REVENUES - Arizona Highway User Revenue Fund”
herein.

The Senior Bonds and the Subordinated Bonds are not subject to acceleration under any circumstances.

The Board may issue Additional Senior Bonds on a parity with the Series 2002A Bonds and the other
outstanding Senior Bonds as described under “Additional Bonds - Additional Senior Bonds™ herein. The Board may
also issue Additional Subordinated Bonds as described under “Additional Bonds - Additional Subordinated Bonds”
herein.

Special Obligations

The Series 2002A Bonds are special obligations of the Board and are payable solely from the sources
specified in the Act and the Senior Bond Resolution. The Series 2002A Bonds are not obligations, general, special
or otherwise, of the State, do not constitute a legal debt of the State and are not enforceable against the State, nor
shall payment thereof be enforceable out of any funds of the State, the Board, or the Department other than the
money pledged and otherwise available for the benefit of the Owners of the Senior Bonds pursuant to the Act and the
Senior Bond Resolution.



Pledged Revenues

The Series 2002A Bonds, together with the outstanding Senior Bonds and any Additional Senior Bonds that
may be subsequently issued, are payable from and secured solely by a first lien on and pledge of the Pledged
Revenues on deposit in the State Highway Fund. The State Highway Fund is the operating fund of the Department
from which the Department pays debt service on highway revenue bonds or other evidences of indebtedness,
operational expenses of the Department and expenditures for highway construction and improvement and acquisition
of rights of way. The State Highway Fund contains money derived from many sources. Only the money in the State
Highway Fund derived from certain sources specified in the Bord Resolutions and the Act (described below and
relating generally to motor vehicles) constitutes Pledged Revenues.

Certain specified revenues are deposited into the Arizona Highway User Revenue Fund. See “SOURCES
AND APPLICATION OF PLEDGED REVENUES-Arizona Highway User Revenue Fund”. Each month, according
to statutory allocations, 50.5% of moneys in the Arizona Highway User Revenue Fund (after certain statutory
distributions) are transferred to the State Highway Fund. In addition to the distribution from the Arizona Highway
User Revenue Fund, certain other moneys are distributed to and deposited in the State Highway Fund. Only moneys
from specified sources that are paid into and are on deposit in the State Highway Fund constitute “Pledged
Revenues”. See “SOURCES AND APPLICATION OF PLEDGED REVENUES-Arizona Highway User Revenues”
herein for a more detailed discussion of such revenues.

The Arizona Legislature has previously altered and may in the future alter (1) the type and/or rate of the
taxes, fees and charges relating to motor vehicles which are deposited into the Arizona Highway User Revenue Fund;
(2) the allocation of such moneys between (a) deposits into the State Highway Fund, which upon such deposit
become Pledged Revenues and (b) distributions to cities, towns and counties (or other state funds); or (3) the type
and/or rate of the taxes, fees and charges which are deposited directly into the State Highway Fund. The authority of
the Arizona Legislature to make changes in use of moneys deposited into the Arizona Highway User Revenue Fund
is subject to the requirement of the Arizona Constitution that revenues derived from fees or taxes related to the
registration, operation or use of motor vehicles (excluding the State’s vehicle license tax) may only be used for
highway-related purposes including, but not limited to, paying debt service on bonds issued under the Act. The
Legislature’s right to make such changes is further restricted by the Bond Resolutions in which the Board, as agent
for the State and pursuant to the Act, has pledged and agreed with the Owners of the outstanding Senior Bonds and
Subordinated Bonds that the State will not limit or alter the rights vested in the Board to collect such fees and taxes
as may be necessary to produce sufficient revenues to fulfill the terms of the Bond Resolutions or any agreement
made with the Owners of such Senior Bonds and Subordinated Bonds or in any way impair the rights and remedies
of the Owners until all Senior Bonds and Subordinated Bonds, together with interest thereon and interest on unpaid
installments of interest and all costs and expenses in connection with any action or proceeding by or on behalf of any
Owners are fully met and discharged.

There is no requirement in the Bond Resolutions that amounts be deposited into the State Highway Fund in
excess of the amounts necessary to make transfers to the Bond Funds, as described under “SOURCES AND
APPLICATION OF PLEDGED REVENUES-—Funds and Accounts and Application of Pledged Revenues.”

Additional Bonds

Additional Senior Bonds. Pursuant to the Senior Bond Resolution, the Board has previously issued and
there will be outstanding Senior Bonds in the aggregate principal amount of $479,725,000 immediately after the
delivery of the Series 2002A Bonds and after giving effect to the refunding of the Bonds Being Refunded. The Bond
Resolutions provide that any outstanding Senior Bonds, the Series 2002A Bonds and any Additional Senior Bonds
enjoy a pledge of and a claim upon Pledged Revenues prior to the claim in favor of any Subordinated Bonds.

Under the Senior Bond Resolution, Additional Senior Bonds may be issued on a parity with the outstanding
Senior Bonds only when:



(a) all the payments of the principal of and interest on the then outstanding Senior Bonds are current;
and

b) the Pledged Revenues for the preceding 12-month period were not less than 400% of the highest
annual principal and interest payments on all outstanding Senior Bonds for the highest aggregate one-year period
during the life of the outstanding Senior Bonds, including the principal and interest payments on the Additional
Senior Bonds proposed to be issued, but excluding the principal and interest on any Senior Bonds to be refunded that
shall not be Outstanding immediately after the issuance of such proposed Additional Senior Bonds; and

©) subject to (e) below, the Additional Senior Bonds to be issued shall be payable as to principal and
interest on such date or dates as the Board shall designate; and

(d) the proceeds from the sale of the Additional Senior Bonds are to be used for any lawful highway
purpose, including refunding any bonds; and

(e) all other requirements of law existing on the date such Additional Senior Bonds are issued have
been met.

Under the Subordinated Bond Resolution, the Board has agreed for the benefit of the Owners of
Subordinated Bonds that the Board will not issue Additional Senior Bonds on parity with the outstanding Senior
Bonds unless the Pledged Revenues received by the State Treasurer in any 12 consecutive months out of the most
recent preceding 18 months (as adjusted as permitted in the Subordinated Bond Resolution) were not less than 300%
of the maximum aggregate Adjusted Debt Service Requirements (as defined in the Subordinated Bond Resolution)
on all outstanding Senior Bonds and outstanding Subordinated Bonds, including the Senior Bonds to be issued but
excluding any Senior Bonds or Subordinated Bonds to be refunded that shall not be outstanding immediately after
the issuance of such Additional Bonds, in the then current or any future Bond Year (as defined in the Subordinated
Bond Resolution), during the life of the outstanding Senior Bonds, including the proposed Senior Bonds to be
issued.

Under the Subordinated Bond Resolution, the Board has agreed for the benefit of the Owners of
Subordinated Bonds that the Board will not issue Additional Senior Bonds for refunding purposes unless either the
requirements described in the immediately preceding paragraph are met or unless the aggregate Adjusted Debt
Service Requirements on Senior Bonds and Subordinated Bonds to be outstanding immediately afier the date of
i1ssuance of the proposed refunding Senior Bonds is not, for each Bond Year from the then current Bond Year
through the last Bond Year during which Senior Bonds and Subordinated Bonds are outstanding immediately prior
to the issuance of the proposed refunding Senior Bonds, more than 105% of the aggregate Adjusted Debt Service
Requirements by Bond Year on all Senior Bonds and Subordinated Bonds outstanding immediately prior to the
issuance of the refunding Senior Bonds.

In addition to the requirements of the Senior Bond Resolution and the Subordinated Bond Resolution,
certain additional statutory requirements, described below under the subheading “Statutory Limitation on Issuance
of Additional Bonds,” must be met in order for the Board to issue Additional Senior Bonds.

The Board currently estimates that it may issue additional bonds under the Bond Resolutions in the
aggregate principal amount of up to approximately $330 million over the remainder of the current Five Year Capital
Program (ending FY 2006) to fund additional highway projects. Such additional bonds may be issued as either
Additional Senior Bonds, Additional Subordinated Bonds, Second Subordinated Bonds (as described below), or any
combination thereof. The actual amount of Additional Senior Bonds to be issued will depend upon, among other
considerations, market conditions, cash flow requirements of the Board for construction, any increase in statutory
limits on principal amount of bonds and other sources of funding available to meet such requirements (including
proceeds of Additional Subordinated Bonds or Second Subordinated Bonds).

Additional Subordinated Bonds. Pursuant to the Subordinated Bond Resolution, the Board has previously
issued and there will be outstanding Subordinated Bonds in the aggregate principal amount of $299,795.000



immediately after the delivery of the Series 2002A Bonds and after giving effect to the refunding of the Bonds Being
Refunded. Under the Subordinated Bond Resolution, Additional Subordinated Bonds may be issued on a parity with
the outstanding Subordinated Series 1993A Bonds, Series 1993B Bonds, Series 1992B Bonds, and Series 1991A
Bonds (collectively the “Subordinated Bonds™) only when the requirements of the Subordinated Bond Resolution
have been met, including the requirement that the amount of Pledged Revenues received by the State Treasurer
during any 12 consecutive months out of the most recent preceding 18 months (as adjusted as permitted under the
Subordinated Bond Resolution) was not less than 300% of the maximum aggregate Adjusted Debt Service
Requirements in the then current or any future Bond Year on the outstanding Senior Bonds and the outstanding
Subordinated Bonds, including the proposed series of Additional Subordinated Bonds but excluding any Senior
Bonds or Subordinated Bonds to be refunded that shall not be outstanding immediately after the issuance of the
Additional Subordinated Bonds.

Additional Subordinated Bonds may be issued at any time to refund in whole or in part any outstanding
Subordinated Bonds, Senior Bonds or Second Subordinated Bonds, provided that the Board certifies that the
aggregate Adjusted Debt Service Requirements on Senior Bonds and Subordinated Bonds to be outstanding
immediately after the date of issuance of the proposed refunding Subordinated Bonds is not, for each Bond Year
from the then current Bond Year through the last Bond Year during which Senior Bonds and Subordinated Bonds are
outstanding immediately prior to the issuance of the proposed refunding Subordinated Bonds, more than 105% of the
aggregate Adjusted Debt Service Requirements by Bond Year on all Senior Bonds and Subordinated Bonds
outstanding immediately prior to the issuance of the refunding Subordinated Bonds. If the Board cannot satisfy the
requirement of the preceding sentence, the Board may nevertheless issue Subordinated Bonds for the purpose of
refunding in whole or in part any outstanding Subordinated Bonds, Senior Bonds or Second Subordinated Bonds
upon compliance with the test described in the preceding paragraph.

In addition to the requirements of the Subordinated Bond Resolution, certain additional statutory
requirements, described below under the subheading “Statutory Limitation on Issuance of Additional Bonds”, must
be met in order for the Board to issue Additional Subordinated Bonds.

Second Subordinated Bonds. The Board may, at any time, or from time to time, in accordance with the
Bond Resolutions, issue or incur second subordinated bonds for any of its lawful purposes, which shall be payable
out of, and which may be secured by a pledge of and lien on, amounts of Pledged Revenues remaining after all
deposits to the funds established for the Senior Bonds and Subordinated Bonds required by the Bond Resolutions
have been made; provided, however, that such pledge of and lien on Pledged Revenues shall be, and shall be
expressed to be, subordinate and junior in all respects to the lien and pledge created by the Senior Bond Resolution
as security for the Senior Bonds and shall also be subordinate and junior in all respects to the lien and pledge created
by the Subordinated Bond Resolution as security for the Subordinated Bonds (such bonds being referred to herein as
“Second Subordinated Bonds™). There are currently no Second Subordinated Bonds outstanding nor any plans to
issue Second Subordinated Bonds.

In addition to the requirements of the Bond Resolutions, certain additional statutory requirements, described
below under the subheading “Statutory Limitation on Issuance of Additional Bonds”, must be met in order for the
Board to issue Second Subordinated Bonds.

Statutory Limitation on Issuance of Additional Bonds. The Act limits the total principal amount of bonds
issued thereunder, including Senior Bonds, Subordinated Bonds and Second Subordinated Bonds, that the Board

may have outstanding at any time, excluding refunded bonds, to no more than $1,000,000,000 unless an additional
amount is authorized by the Arizona Legislature. The aggregate principal amount of Senior Bonds and Subordinated
Bonds that will be outstanding immediately after the delivery of the Series 2002A Bonds and after giving effect to
the refunding of the Bonds Being Refunded, will be $779,520,000. The Act presently provides that the Board may
issue additional bonds, which may be Senior Bonds, Subordinated Bonds or Second Subordinated Bonds, if the
moneys pledged to the payment of such bonds for the preceding twelve-month period exceed by two times the
highest annual principal and interest payments on all the outstanding bonds and the bonds to be issued for the highest
one-year period during the life of both the outstanding bonds and the bonds to be issued. In addition, for any



additional bonds to be issued, the requirements of the applicable Bond Resolutions described above must also be
met.

Amendments to 2002 Resolution

The Board may amend the 2002 Resolution pursuant to which the Series 2002 Bonds and Series 2002A
Bonds are issued or other existing Senior Bond Resolutions without notice to or consent of the Owners for any of the
following purposes: (1) to cure any ambiguity, inconsistency, formal defect or omission in the 2002 Resolution or
other existing Senior Bond Resolutions; (2) to grant to or confer upon the Owners of the Series 2002 Bonds and
Series 2002A Bonds any additional rights, remedies, powers, authority or security that may lawfully be granted to or
conferred upon them; or (3) to amend or supplement the 2002 Resolution or other existing Senior Bond Resolutions
in any other respect, provided such amendment or supplement is not materially adverse to the interests of the Owners
of the Series 2002 Bonds and Series 2002 A Bonds.

Exclusive of the amendments described above, the 2002 Resolution or other existing Senior Bond
Resolutions, and the rights and obligations of the Board and of the Owners of the Series 2002 Bonds and Series
2002A Bonds thereunder, may be amended by the Board only with consent of Owners of at least a majority in
aggregate principal amount of the Outstanding Series 2002 Bonds and Series 2002A Bonds; provided, however, that
no such modification or amendment shall, without the express written consent of the Owner of each Series 2002
Bonds and Series 2002A Bond affected, reduce the principal amount of or the interest rate payable thereon, advance
the earliest redemption date or reduce the redemption premium, extend its maturity or the times for paying interest,
nor shall any such modification or amendment reduce the percentage of consent required for amendment or
modification.

Any act done pursuant to an amendment consented to as provided in the 2002 Resolution shall be binding
upon the Owners of all of the Series 2002 Bonds and Series 2002A Bonds.

To obtain any such consent, the Board shall cause the Bond Registrar to mail a notice, first-class postage
prepaid, to the registered Owners (Cede & Co., so long as the book-entry-only system is in effect) of the Series 2002
Bonds and Series 2002A Bonds at their addresses appearing on the registration books, briefly describing the
proposed amendment.

SOURCES AND APPLICATION OF PLEDGED REVENUES

The Series 2002A Bonds and all other Senior Bonds are payable from and secured solely by a first lien on
and pledge of the Pledged Revenues on deposit in the State Highway Fund. Moneys in the State Highway Fund that
constitute Pledged Revenues consist primarily of moneys distributed from the Arizona Highway User Revenue Fund.
The distribution of moneys to the State Highway Fund that constitute Pledged Revenues is more fully discussed
below.

Arizona Highway User Revenue Fund

The State imposes motor vehicle fuel taxes and a variety of different types of taxes, fees and charges
relating to the registration, operation and use of motor vehicles on the public highways of the State that are allocated
by statute to the State Highway Fund and to the cities, towns and counties of the State, to finance highway
improvements and other transportation-related expenses. These taxes, fees and charges are collected by various
State officers and transferred to the Department for immediate transfer, after all exemptions and refunds, to the State
Treasurer for deposit to the Arizona Highway User Revenue Fund. Each month, in accordance with statutory
allocations, the State Treasurer distributes revenues transferred to the Arizona Highway User Revenue Fund
primarily to the State Highway Fund and to the appropriate cities, towns and counties. Only after moneys from these
specified sources are deposited to the State Highway Fund do they become Pledged Revenues. See * SECURITY
AND SOURCES OF PAYMENT FOR THE SERIES 2002A BONDS - Pledged Revenues” herein.

The taxes, fees and charges deposited to the Arizona Highway User Revenue Fund consist of (i) motor
vehicle fuel taxes and use fuel taxes, (ii) motor vehicle registration fees, (iti) motor carrier fees, (iv) a portion of
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motor vehicle license (in lieu) taxes, and (v) motor vehicle operators’ license fees and miscellaneous fees and
revenues. These revenue sources are further described below.

The following chart illustrates the flow of the revenues into the Arizona Highway User Revenue Fund and
the distribution of such revenues.

\rizona Hiehway Lser R Fund Fl

Motor Motor Vehicle Motor Vehicle Title, Operator
Motor Vehicle Fuel Tax Carrier License (In Registration License, Misc.
$.18 per gailon Fee Lieu) Tax Fee Revenues Other Fees &
Use Fuel Tax /1 Revenues Revenues (portion) Revenue
$.18 or $.26 per gallon (portion)

v

ARIZONA HIGHWAY USER REVENUE FUND
(HURF) /2,3

‘50.5% ¢ 3% ¢ 27.5% 19%

STATE HIGHWAY FUND Cities Cities
over and Counties
300,000 Towns

Notes:

/1 The use fuel tax rate of $.18 per gallon applies to vehicles under 26,001 pounds and other qualifyving vehicles. The use fuel tax rate for all
other vehicles is $.26 per gallon.

/2 The Legislature has authorized the annual transfer of $1 million to the Economic Strength Project Fund to be expended for highway projects
that provide economic benefits to the State or a local jurisdiction.

/3 The Legislature has authorized a distribution of $26.8 million in fiscal year 2002 to the Arizona Department of Public Safety for highway
patrol expenditures.
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Arizona Highway User Revenues

The following is a summary of the sources of revenue that are deposited to the Arizona Highway User
Revenue Fund under existing statutes. Recent legislative changes are discussed below. This summary does not
purport to be a complete description of each of these revenue sources and legislative changes and, accordingly, is
qualified by reference to the Arizona Revised Statutes regarding these sources of revenue. The Arizona Legislature
has altered and may in the future alter the statutes governing these revenue sources and their allocation. See
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2002A BONDS-Pledged Revenues™ herein.

Motor I'ehicle Fuel Tax Revenues. Motor vehicle fuel tax revenues consist of motor vehicle fuel (gasoline)
taxes and motor vehicle use fuel (primarily diesel) taxes. These are excise taxes imposed upon fuel used in the
propulsion of a motor vehicle on the public highways of the State. The motor vehicle fuel (gasoline) tax is currently
assessed at the rate of $.18 per gallon, and the use fuel (primarily diesel) tax is assessed at $.18 for vehicles under
26,001 pounds and other qualifying vehicles and $.26 per gallon for all other vehicles. The motor vehicle fuel tax is
collected by the Department from licensed suppliers for each gallon of gasoline possessed, used or consumed in the
State and the use fuel tax is collected by the Department from the supplier or paid by the user for the use of the
highways in this State and remitted to the Department.

The following is a summary of the gallons of motor vehicle fuels imported into and consumed in the State,
subject to the motor vehicle fuel tax (primarily gasoline fuel imported into the State) or motor vehicle use fuel tax
(primarily diesel fuel consumed in the State), for each of the last ten fiscal years ended June 30, 2001.

Motor Vehicle Fuels Imported or Consumed
Based on Revenue Gallonage

(000's Gallons)
Percentage

Change from
Fiscal Gasoline Fuel Diesel Fuel Previous
Xear Imported (Net) —Consumed _Total Year
2001 2,324,443 657,627 2,982,069 2.9%
2000 2,272,985 624,396 2,897,381 2.1
1999 2,208,129 630,057 2,838,186 7.5
1698 2,035,426 603,805 2,639,230 32
1697 2,021,962 535,821 2,557,783 2.8
1996 1,994,229 495,050 2,489,278 5.1
1995 1,901,663 466,043 2,367,706 1.3
1994 1,859,129 477,978 2,337,108 8.6
1993 1,751,264 400,045 2,151,309 4.7
1992 1,710,440 343,944 2,054,384 0.2

Note: Totals may not add due to rounding,.
Source: Arizona Department of Transportation, Office of Financial Planning,

Motor I'ehicle Registration Fee Revenues. Motor vehicles are required to be registered in the State on a
staggered monthly registration basis. The fee for passenger vehicles and non-commercial pickup trucks is $8 and for
motorcycles the fee is $9, of which $1 is paid to the motorcycle education fund. The fee for commercial motor
vehicles, including trucks, buses and taxis, is $12, plus a graduated registration fee based upon the declared gross
weight of the motor vehicle. Commercial motor vehicles that operate in several states may instead pay fees which
are prorated based on the ratio of operating mileage in the State to the total fleet operating mileage in all states.
Motor vehicle registration fees are deposited in the Arizona Highway User Revenue Fund.
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The following table sets forth the total number of motor vehicle registrations subject to renewal in the State by
type of vehicle for each of the last ten calendar years ended December 31, 2001,

Motor Vehicle Registrations

Buses

Calendar Passenger and
2001 3,739,081 456,188 3,568 397,157 78,978 4,674,972
2000 3,638,242 419,186 3,791 353,241 73,340 4,487,800
1999 3,496,182 375,650 3,678 313,695 67,023 4,256,228
1998 3,433,142 335,244 2,409 173,846 69,347 4,013,987
1997 3,043,605 289,256 2,529 169,102 57,780 3,562,272
1996 2,807,928 305,493 3,018 283,638 69,070 3,469,147
1995 2,583,632 293,792 2,040 316,608 69,650 3,265,722
1994 2,428,868 289,708 2,279 294,237 67,808 3,082,900
1993 2,510,578 328,074 2,603 291,720 71,560 3,204,535
1992 2,428,350 313,655 2,881 278,710 77,728 3,101,325

I/ Includes commercial and non-commercial.
Note: Totals may not add due to rounding,

Source: Arizona Department of Transportation, Office of Financial Planning.

Motor Vehicle License (In Lieu) Tax Revenues. The motor vehicle license (in lieu) taxes are based upon the
value of the vehicle (according to a statutory formula) and are collected with the vehicle registration fees. These
license taxes are distributed as follows: (i) 44.99% to the Arizona Highway User Revenue Fund, (ii) 24.59% to the
general fund of the county where the motor vehicle is registered, (iii) 24.59% to the cities and towns of the county
where the motor vehicle is registered, and (iv) 5.83% to the counties for the same use as Highway User Revenue
Fund purposes. The above distribution percentages are blended since the tax rates vary between new and renewal
vehicles. The small amount of Vehicle License Tax (VLT) that is collected from alternative fuel powered vehicles is
distributed primarily to the State General Fund to aid in school financial assistance. See “Recent Legislation” below.

Motor Carrier Fee Revenues. The motor carrier fee is imposed on commercial motor vehicles, whether
common, contract or private carriers, with a gross weight in excess of 12,000 pounds. The motor carrier fee increases
as the declared gross vehicle weight of the vehicle increases. All motor carrier fee revenues are deposited to the
Arizona Highway User Revenue Fund.

Motor Vehicle Operators' License Fees and Miscellaneous Fees and Revenues. The balance of the
Arizona Highway User Revenue Fund revenues include motor vehicle operators' license fees and miscellaneous fees
and revenues. The miscellaneous fees and revenues include certificates of title fees, oversize permit fees, inquiry
fees, investment income on moneys held in the Arizona Highway User Revenue Fund, certain fines, penalties and
other miscellaneous fees.

Recent Legislation

In 1998, legislation was enacted (SB 1007) which reduced the motor vehicle license (in lieu) tax rate by
approximately 16% and increased the depreciation rate used in calculating the tax to 16.25% from 15%. The
legislation provided that the reduction in motor vehicle license (in lieu) tax revenues would only impact the
distribution of such revenues to the State General Fund, with the remaining recipients (State Highway Fund,
counties, cities and towns) being held revenue neutral.
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In 2000, legislation was enacted (HB 2329) which reduced the motor vehicle license (in lieu) tax by
approximately 3% effective June 1, 2000 and provided for a further reduction on December 1, 2000 if certain
revenue levels were attained by the State General Fund in fiscal year 2000. The June 1, 2000 reduction impacted the
distribution of motor vehicle license (in lieu) tax revenues to the State General Fund and the State Highway Fund.
The legislation included a State General Fund appropriation to the State Highway Fund to hold it revenue neutral
from the June 1, 2000 tax reduction. All other recipients (counties, cities, towns, Local Transportation Assistance
Fund) were not impacted. Based on actual fiscal year 2000 State General Fund revenues, an additional tax rate
reduction of approximately 5% took effect on December 1, 2000 impacting the State Highway Fund and the Local
Transportation Assistance Fund. The legislation included language for a State General Fund appropriation to the
State Highway Fund and the Local Transportation Assistance Fund to hold them revenue neutral from the December
1, 2000 tax reduction for fiscal year 2001. All other recipients (counties, cities, and towns) were not impacted.

On December 14, 2000, the Governor signed into law SB 1004, which made substantial amendments to
legislation enacted in the previous regular legislative session providing tax rebates for purchasers of vehicles
equipped or converted to use alternate fuels. Under the amendments, the number of vehicles qualifying for tax
rebates was anticipated to be reduced substantially. The Department believes the impact of the program, as modified
by SB 1004, on revenue distributed to the State Highway Fund will be minimal.

In 2001, legislation was enacted (HB 2636) which increased the principal amount of highway revenue
bonds that may be outstanding at any one time (including Senior Bonds and Subordinated Bonds) from $800 million
to $1 billion. Other 2001 legislation enacted (SB 1243 and HB 2631) increased the distribution of moneys from the
Arizona Highway User Revenue Fund to the Arizona Department of Public Safety (DPS), primarily to hire additional
patrol personnel and purchase equipment. The total moneys to be distributed to DPS from the Arizona Highway
User Revenue Fund amount to $26.8 million in fiscal year 2002. Prior to passage of these legislative acts, the
amount to be distributed to DPS from the Arizona Highway User Revenue Fund in such fiscal year was $10 million.
As a result, the distribution of moneys to the State Highway Fund for use by the Department will be decreased by
50.5% of the increased funding to DPS from the Arizona Highway User Revenue Fund in fiscal year 2002.

Proposed Legislation

On February 11, 2002, the Governor convened a third special session of the 45th Legislature, to address
expected revenue shortfalls in the State’s budget for fiscal year 2002. Proposals have been submitted by the
Governor and by members of the State Senate and House of Representatives which would, if enacted, provide further
increases in distribution of moneys from the Arizona Highway User Revenue Fund to the DPS, totaling as much as
$32 million annually. It cannot be determined currently whether any of such proposals will be enacted and, if so, in
what form. The distribution of moneys to the State Highway Fund for use by the Department would be decreased by
an amount equal to 50.5% of any increases in funding for DPS from the Arizona Highway User Revenue Fund in
fiscal year 2002,

In the 2002 regular legislative session, which convened on January 21, 2002, two substantially similar bills
have been introduced (one in the State Senate and one in the House of Representatives), which, if enacted, would
increase the principal amount of highway revenue bonds (including Senior Bonds and Subordinated Bonds) that may
be outstanding at any one time from $1.0 billion to $1.3 billion. The Board and the Department support the
proposed increase. It cannot be determined currently whether either of such bills will be enacted and, if so, in what
form.

Funds and Accounts and Application of Pledged Revenues

The Senior Bond Resolution established for the payment of the principal of and interest on the Senior
Bonds: a Senior Bond Fund, containing a Principal Account, a Redemption Account and an Interest Account; a
Senior Bond Related Costs Fund; and a Senior Bond Reserve Fund. In order to facilitate the administration of the
deposit of Pledged Revenues into the funds relating to the Senior Bonds, the Subordinated Bonds and the Second
Subordinated Bonds, if any, the Bond Resolutions also established a Subordinated Bond Fund, a Subordinated Bond
Related Costs Fund, a Subordinated Bond Reserve Fund, and other similar funds for the Second Subordinated Bonds
(all of the above-referenced funds are collectively referred to herein as the “Bond Funds™).
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Upon the issuance of the Series 2002A Bonds, no amounts are required by the Bond Resolutions to be
deposited or maintained in any of the funds referenced above other than the Senior Bond Fund and the Subordinated
Bond Fund. Subsequent Bond Resolutions may require deposits to additional funds.

The Bond Resolutions require that all Pledged Revenues paid into the State Highway Fund shall be
accounted for by the Board and State Treasurer and held by the State Treasurer and deposited by the State Treasurer
into the Bond Funds in the following order and manner:

(H into the Interest Account in the Senior Bond Fund, on the first day of each month, an
amount which in the aggregate is not less than one-fifth (1/5) of the amount of the next semiannual interest
payment, net of any investment income deposited to such Account, coming due on the outstanding Senior
Bonds; and then

) into the Principal Account in the Senior Bond Fund, on the first day of each month, one-
eleventh (1/11) of the amount of the principal of the outstanding Senior Bonds coming due on the next
principal payment date (whether by stated maturity or mandatory sinking fund redemption), net of any
investment income deposited to such Account; and then

3) into the account in the Highway Bond Proceeds Fund for any outstanding Series of
Additional Senior Bonds at such times and in such amounts as may be specified by the provisions of any
subsequent Senior Bond Resolution, an amount equal to the unreimbursed amounts, if any, theretofore
expended from such account for payment of principal of and interest on any Senior Bonds; and then

4) into the Senior Bond Related Costs Fund, at such times and in such amounts, if any,
specified in any subsequent Senior Bond Resolution for payment of Bond Related Costs for any Additional
Senior Bonds; and then

%) into the Senior Bond Reserve Fund, at such times and in such amounts, if any, specified in
any subsequent Senior Bond Resolution for deposit therein; and then

6) into the Interest Account in the Subordinated Bond Fund, on or before the fifteenth day of
the month preceding an interest payment date on the Outstanding Subordinated Bonds, an amount equal to
the interest payment due on such interest payment date on the Qutstanding Subo