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$34,375,000 
SANT A CLARA COUNTY TRANSIT DISTRICT 

Sales Tax Revenue Bonds 
1991 Series A 

Dated: August 1, 1991 Due: June 1, as shown below 

The 1991 Series A Bonds are being issued by the Santa Clara County Transit District (the "District") to acquire, 
renovate and equip administration buildings, to provide for a debt service reserve and to pay certain costs of issuance. 

The 1991 Series A Bonds are being issued as fully registered bonds without coupons in the denominations of $5,000 
or any integral multiple thereof. The 1991 Series A Bonds will be registered in the name of CEDE & Co., as holder of the 
1991 Series A Bonds and nominee for The Depository Trust Company ("OTC"), New York, New Ybrk. Purchasers will 
not receive certificates representing their interest in the 1991 Series A Bonds purchased. Interest on the 1991 Series A 
Bonds is payable on each June 1 and December 1, commencing December 1, 1991. The principal or redemption price of 
and interest on the Bonds is payable by wire transfer to OTC which, in turn, will remit such principal, redemption price 
or interest to the OTC Participants for subsequent disbursement to the Beneficial Owners of the 1991 Series A Bonds, as 
more fully discussed herein. The 1991 Series A Bonds will mature on June 1 in the years and amounts and bear interest 
at the annual rates set forth below: 

Maturity 
(June 1) 
---

1994 
1995 
1996 
1997 

MATURITY SCHEDULE 

$2,930,000 SERIAL BONDS 
Interest Price/ Maturity 

Amount Rate Yield (June 1) Amount --
$220,000 5.40% 5.40% 1998 $380,000 
250,000 5.50 5.50 1999 430,000 
300,000 5.75 5.75 2000 480,000 
335,000 5.90 5.90 2001 535,000 

$9,570,000 6.75% Term Bonds Due June 1, 2011-Price 98.912% 
$3,155,000 6.50% Term Bonds Due June 1, 2013-Price 96.059% 

$18,720,000 6.25% Term Bonds Due June 1, 2021-Price 92.000% 

(Plus Accrued Interest) 

Interest 
Rate 

6.00% 
6.10 
6.20 
6.30 

The 1991 Series A Bonds are subject to redemption prior to maturity, as more fully described herein. 

Price/ 
Yield 
--

6.00% 
6.10 
6.20 
6.30 

The 1991 Series A Bonds are special obligations of the District payable from and secured solely by a pledge of the 
Revenues (which is defined herein and which principally includes the receipts from the imposition in Santa Clara County 
of a one-half percent retail transactions and use tax, less certain administrative fees paid to the State Board of 
Equalization), as described herein. 

Neither the faith and credit nor the taxing power of the Santa Clara County Transit District, Santa Clara County, 
the State of California or any political subdivision or public agency thereof, other than the District to the extent of the 
pledge of the sales tax revenues, is pledged to the payment of the principal of, redemption premium, if any, or interest on 
the 1991 Series A Bonds. 

In the opinion of Orrick, Herrington & Sutcliffe, San Francisco, California, Bond Counsel, based on existing laws, 
regulations, rulings and court decisions and assuming, among other matters, compliance with certain covenants, interest 
on the 1991 Series A Bonds is excluded from gross income for federal income tax purposes under Section 103 of the 
Internal Revenue Code of 1986, and is exempt from State of California personal income taxes. In the opinion of Bond 
Counsel, interest on the 1991 Series A Bonds is not a specific preference item for purposes of federal individual or 
corporate alternative minimum taxes, although Bond Counsel observes that it is included in adjusted current earnings 
when calculating corporate alternative minimum taxable income. Bond Counsel expresses no opinion regarding other tax 
consequences relating to the accrual or receipt of interest on, or the ownership or disposition of, the 1991 Series A Bonds. 
See "TAX EXEMPTION" herein. 

The 1991 Series A Bonds are offered when, as and if issued and received by the Underwriters subject to the approval of 
validity by Orrick, Herrington & Sutcliffe, San Francisco, California, Bond Counsel, and certain other conditions. 

Certain legal matters will be passed on for the Underwriters by Kutak Rock & Campbell, Denver, Colorado. 
Certain legal matters will be passed on for the District by its General Counsel. It is anticipated that 

the 1991 Series A Bonds will be available for delivery to DTC on or about September JO, 1991. 

Smith Barney, Harris Upham & Co. Grigsby Brandford Powell Inc. 
Incorporated 

Dated: August 28, 1991. 





No dealer, salesman or any other person has been authorized by the Santa 
Clara County Transit District or the Underwriters to give any infocmation or 
to make any statements oc repcesentations, other than those contained in this 
Official Statement, and, if given or made, such other information, statements 
or representations must not be relied upon as having been authorized. The 
infocmation set forth herein has been obtained from the Santa Clara County 
Tcansit Distdct and other sources which are believed to be reliable, but it 
is not guaranteed as to accuracy or completeness, and it is not to be 
constcued as a representation by the Underwriters. :'he information in this 
Official Statement is subject to change, and neither the deli very of this 
Official Statement nor any sale made after any jeli•,1ery shall, '...lnder any 
circumstances, create any implication that there has been no change since the 
date of this Official Statement. This Official Statement ::.oes not constitute 
an offer:- to sell or solicitation of an offer to buy any of the l99I Ser'ies 'A 
Bonds in any jurisdiction in which such offer Or' solicitation is not 
authorized, or in which any pe?:'son making such offer oc solicitation is not 
qualified to do so, or to any person to whom it is unlawful to make such offer 
or solicitation in such jurisdiction. 

This Cff icial Statement is not to be construed as a contract with the 
purchasers of the 1991 Series A Bonds. Statements contained in this Official 
Statement ·,rhich involve- e-s-timates, forecasts or matters of opinion, whether or 
not sxpressly so described herein, are intended solely as such and are not to 
be construed as cepcesentations of fact. 

THE ?RICES AT WHICH THE BONDS ARE OFFERED TO THE PUBLIC BY THE 
UNDERWRITERS (AND THE YIELDS RESULTING THEREFROM) M.AY VARY FROM THE INITIAL 
PUBLIC OFFERING PRICES OR YIELDS APPEARING ON THE COVER PAGE HEREOF. IN 
ADDITION, THE UNDERWRITERS 'ff.AY ALLOW CONCESSIONS OR DISCOUNTS FROM SUCH 
INITIAL PUBLIC OFFERING PRICES TO DEALERS AND OTHERS. IN CONNECTION WITH THE 
OFFERING OF THE 1991 SERIES A BONDS, THE UNDERWRITERS MAY EFFECT TRN--J'SACTIONS 
THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 1991 SERIES A BONDS AT A 
L::NEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH 
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT .� TIME. 

IN MN<ING AN INVESTMENT DECISION UNESTORS MUST RELY ON THEIR OWN 
EXAMINATION OF THE DISTRICT AND THE TERMS OF THE OFFERING, INCLUDING THE 
MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED 3Y ANY 
FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, 
THE FOREGOING AUTHORITIES HA.VE NOT CONFIRMED THE ACCURACY OR !)ETERMINED THE 
ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL 
OFFENSE. 
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OFFICIAL STATEMENT 

$34,375, 000 
SANTA CLARA COUNTY TRANSIT DISTRICT 

(Cal ifomia) 
SALES T� REVENUE BONDS 

1991 SERIES A 

INTRODUCTION 

This Official Statement, which includes the cover page and the appendices 
hereto, sets forth certain information in connection with the offering of 
$34, 375, 000 principal amount of Sales Tax Revenue Bonds, 1991 Series A ( the 
"U91 Series A Bonds") to be issued by the Santa Clara County :'ransit District 
( the "District"). The 1991 Series A Bonds are special obi igat ions of the 
District payable from and secured by the Revenues ,_inder an Indenture and a 
First Supplemental Indenture, each dated as of August l, 1991 as supplemented 
and amended from time to time ( the "Indenture'') between t!."le District and 
Security Pacific National Bank, as trustee (the "':'rustee"), i:1cluding a 9ledge 
of the Sales :'ax Revenues, which are moneys collected as a ::-esul t ,:)f the 
imposition of the Sales Tax (as defined and described under "SECURITY AND 
SOURCES OF i?AYMENT FOR THE 1991 SERIES A BONDS--The Sales Tax"), less an 
administrative fee paid to the California State Board of Equalization :n 
connection with the collection and disbursement of the Sales :'ax. Capitalized 
terms not defined herein are defined in "'APPENDIX C--Definitions of Certain 
Terms" hereto. 

The 1991 Series A Bonds are being issued by the District under and 
pursuant to Sections 100000 et �·, of the California Public Utilities Code 
{the ''Act"), the Indenture and the First Supplemental Indenture (the "First 
Supplemental Indenture") dated as of August l, 1991 by and between <:he 
District and the Trustee. 

The District has previously issued and there is currently outstanding 
$29, 660, 000 in aggregate principal amount of its Adjustable Rate Equipment 
Trust Certificates, Series 1985 A {the "Certificates") which were issued 
pursuant to an Equipment Trust Indenture, dated as of June 1, 1984, by and 
between the District and the Trustee (as supplemented and amended, the 
"Certificate Indenture''). The Certificates are payable from and secured 
equally by a pledge of the Saues Tax Revenues. 

After the issuance of the 1991 Series A Bonds, the total principal amount 
of Bonds and Certificates which will be outstanding under the Indenture and 
Certificate Indenture and secured by and payable from the Revenues, including 
Sales Tax Revenues, will be $64,035,000. 

In addition to the 1991 Series A Bonds and the Certificates, additional 
Parity Debt may hereafter be issued under and secured by the Indenture and 
Certificate Indenture and paid from the Revenues. See "SUMMARY OF CERTAIN 
PROVISION OF TH& INDENTURE--Additional Indebtedness'' here-in. 



NEITHER THE FA.ITH AND CREDIT NOR THE TAXING POWER OF THE DISTRICT, THE 
COUNTY OF SA.NTA. Cr.A.RA, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION OR 
PUBLIC AGENCY THEREOF, OTHER THAN THE DISTRICT TO THE EXTENT OF THE PLEDGE OF 
THE SA.LES TAX REVENUES , IS PLEDGED ro THE PAYMENT OF THE 199 1 SERIES A BONDS. 

The descriptions and surrunaries of various documents hereinafter set forth 
do not purport to be comprehensive or definitive, and refere!'lce is  made to 
each document for the complete details of all terms and conditions. All 
statements herein are qualified in  their entirety by reference to each 
document. See Appendix C for definitions of certain words and terms used 
herein. All capitalized terms used in this Official Statement and not 
otherwise defined herein have the same meanings as in the Indenture . 

THE PROJECT 

The 1991 Series .� Bonds ar:-e being issued in the aggregate t)r  incipal 
amount of $34 , 3 75 , 000 in order:- to finance a por:-tion of the Project �onsisting 
of the acquisition, :-enovac. ion and equipping of administration buildings for: 
the District . 

The Project consists of 1 7. 4 7 acr:-es of land and contains 2 1 7 ,  000  squar:e 
feet of office/industr:-ial buildings. :'he Distr ict plans to make a9proximately 
$8 , 000 , 000  of imprnvements to the buildings , including conversion of existing 
manufacturing , research and development, labor:-atory and war:-ehouse areas to 
office use and to acquire communication equipment and workstations . 

The District purchased the land and buildings in April 1991 . The 
$21 . 6  million purchase pr:ice was paid out of available funds in the District ' s  
Capital Reserve Fund. A portion of the 1991  Ser:-ies A Bonds proceeds will be 
used to r:eimbur:-se the District ' s  Capital Reserve Fund . The Distr:-ict will take 
possession of the facility by stages. Spectra-Physics , the former owner, will 
lease a portion of the property from the Distdct for:- a minimum of 12  months 
(to March 3 1 , 1992 ) or a maximum of 1 5  months ( to June 30 , 1992 ) .  

Additionally , an existing tenant , Rofin-Sinar , Inc . ,  has a lease which will 
expire on December 20, 1994 . However, this lease can be extended for up to an 
additional five years. 

OUTSTANDING PARITY INDEBTEDNESS OF THE DISTRICT 

The District has issued under the Certificate Indenture and ther:-e is 
currently outstanding $29 , 660 , 000  in aggregate principal amount of 
Certificates. The Certificates ar:-e limited obligations of the District , 
issued on a parity basis with the 1991  Series A Bonds and , ther:-efoi:-e, are 
payable from and secured by a pledge of the Sales Tax Revenues. The 
Certificates are additionally secured by a letter of ere di t issued by The 
Sumitomo 3ank, Limited, San Francisco Agency. The r:-epayment obligations to 
the bank are also on a parity with the 1991  Series A Bonds. The Distric� may, 
at its option, pi:-epay all or:- a portion of the principal amount of the 
Certificates outs�anding at any time . 
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SECURITY AND SOURCES OF PAYMENT FOR THE 1991 SERIES A BONDS 

Special Obl igat ions 

The 1991  Series A Bonds a re special  obligations of the D istrict  and are 
payabl e  as to both princ i pa l  and interest , and any premium upon redemption 
the reof , exclus ively  from the Revenues ,  whi ch princ i pa l ly incl ude Sa l es :'ax 
Revenues pledged under the Indenture . NEI THER THE FAITH AND CREDIT NOR THE 
TAXING POWER OF THE DISTRICT , SANTA CLARA COUNTY , THE STATE OF CALI FORNIA OR 
ANY POLITICAL SUBDIVISION OR PUBLIC AGENCY THEREOF , JTHER THAN THE DISTRICT TO 
THE EXTENT OF THE PLEDGED REVENUES ,  I S  PLEDGED TO THE PAYMENT OF THE PRINCIPAL 
OF , REDEMPTION PREMIUM , I? Alfi , OR INTEREST ON , THE 1 9 9 1  SERIES A BONDS . 

Al l Sa l e s  Tax Revenue s He i nevocably  pl edged by the Dist rict to secure 
the punctua l  payment .:,f the pr inc ipal or purchase price  of , premium , if any , 
and interest  on the 199 1 Se r i e s  A Bonds and any Par ity Debt in accordance w ith 
the i r  t e r:ns , and the Sa l e s  :'ax :(e•:enues sha l l  not be  used for any other 
purpose ,,h i l e  e1ny of t:ie 3onds or Parity Debt remain  outstanding except as 
permitted by the Ce rt i f icate Indenture and the provi s ions of the Indenture 
permitt ing the appl i cat ion thereof for the purposes  and on the terms and 
conditions s e t  forth the::-e i n .  Addi tional ly ,  there a re pl edged to s ecure the 
payment of the pr inc i pal  of and redemption premium ,  if any , and int e rest  on 
the 1991  Se r ies  A Bonds i n  accordance with thei r  terms all  amounts ( inc luding 
proceeds of the 1 99 1  Series  A Bonds ) hel d  by the Trustee  unde r the Indenture 
( except for amounts he ld  in the Rebate Fund ) , subj ect only to the p rov i s ions 
of the Indenture permitting the app l i cat ion thereof for the purposes  and on 
the terms and conditions set forth the re i n .  

The pledge o f  Sal e s  Tax Revenues sha l l  consti tute a f i rst l i en on a 
co-egua l bas i s  with the Ce rt i f i cates and such p ledge on the Sales  Tax Revenues 
and the p le dge on the amounts in such funds sha l l  be val i d  and binding from 
and afte r de l ive ry by the Trustee  of  the 1 99 1  Series  A Bonds or Parity Debt , 
without any physi cal  de l ivery the reof or  furthe r act .  

The Sa l es Tax Revenues pl edged to the payment of 1 9 9 1  Series  A Bonds and 
Parity Debt .sha l l  be app l ied  without prior i ty or distinction of one ove r the 
other and the Sales  Tax Revenues sha l l  cons t itute a t rust fund for the 
security and payment of the 1991  Series  A Bonds and Par ity Debt . Out of 
Revenues :here  shall be appli e d  all surns requi red for the payment of the 
principa l  of ( including any premium thereon ) and int e rest  on the 1991  Series  A 
Bonds and a l l  Parity Debt , together with any s inking fund payments of 1 99 1  
Ser ies A Bonds and Parity Debt and rese rve fund requirements  w1 th  respect 
thereto . A l l  remaining Revenues ,  after making the foregoing a l l ocat ion , shal l 
be avai lab l e  to the Dist rict  for a l l lawful D istrict  purposes . The p ledge of 
Sales  Tax Revenues sha l l  be i rrevocable  unti l  a l l  the Bonds i ssued unde� the 
Indenture , inc luding t.he 1991  Ser i es A Bonds , and a l l  Par ity Debt are no 
longer Jutstanding . 
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The Sal e s  Tax Revenues sha l l  be rece ived and he l d  in  t rust by the T rustee  
for  the bene f i t  of  the Owne rs of the  1 9 9 1  Se r i es A Bonds and the  Parity Debt 
and sha l l  be di sbursed , a l located and app l i ed so l e ly for the uses and purposes 
described be low unde r " SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE--Funds 
and Accounts ;  Allocat ion of Revenues . "  As long as any Bonds . inc l uding the 
1 9 9 1  S e r i e s  A Bonds , are  Jutstanding or- any Parity Debt rema ins unpaid , the 
D i st rict ha s ass igned and sha l l  cause Sa l e s Tax Revenues to be t ransmi tted by 
the State Boa rd of Equa l i zat i on di rec ::. l y to the Truste e . The Trustee sha l l  
forthwi th deposit  i n  a t rust fund . des ignat ed a s  the " Sa l es Tax Revenue Fund , ' ' 
whi ch fund the Trus tee .:;ha l  1 des i gna te  and maintain , a l  1 Sa les  Tax Revenues , 
when and as rece ived by the Trust e e . Inves tment income on amounts held by the 
Trustee  ( othe r than amounts he ld  in the Rebate Fund or  for whi ch pa rt i cula r  
instructions { such a s  with respect t o  a Proj ect  Fund ) are provided i n  a 
Suppl emental Indenture )  sha l l  a l so be depos i t ed in  the Revenue Fund . 

AS furthe r secu r i ty for its obl igat ions to pay the- princ ipal of and 
int e rest on the 1991  Se r i e s  A Bonds , the Distr ict , J.nder  the :ndenture , has 
g rant ed to the T rustee  a security int e re s t  in the fol lowing : { i )  the  proce eds 
of the 1 9 9 1  S e r ies A Bonds , and { i i }  a l l  moneys and s ecuri ties  he l d  unde r �he 
Indenture ( othe r than the funds in the Rebate Fund ) ,  i ncluding a l l  investment 
income the reon , subj ect only to the provi s ions of the Indenture p e rm i t t i ng the 
appl i cation the reof for the purposes and on the terms and cond i t i ons set forth 
in the Indenture . 

The Sales Tax 

AS security for its obl igations to pay the princ ipa l  of and interest  on 
the 1991  S e r i e s  'A Bonds , the D i s t r ict  has 2ledged to the Trus t e e  the Sa les  
Tax . The Sa les  Tax is a reta i l transact ions and use tax of 1/2 of 1% of the 
gross rec e i pts of reta i lers  from the sa l e  of a l l  tang i b l e  persona l prope rty 
sold at r e ta i l  in  Santa Clara County and a use tax at the same rat e  upon the 
storage , use or other consumpt ion in Santa Clara County of such prope rty 
purchased  from any reta i l e r  for storage , use or  oth e r  consumpt ion in Santa 
Clara , subj ect to c e rtain l imited exceptions . Revenues from the Sa les  Tax 
pledged to secure the 1 9 9 1  S e ries  A Bonds are ref e rred to her e i n  as ' ' Sa l e s  Tax 
Revenues . "  For a description of the Sal es Tax , including recent amendments 
regarding the Sa l es Tax , and a summa ry of the Sa les  Tax Revenues reported by 
the Distr i ct for the last nine fi scal years ending June 30 , 1 9 9 0  and the 
amount expected to be reported in  the Fiscal Year ending June- 3 0 , 1 9 9 1. s-ee 
"THE DISTRICT--Di str i c t  Ope rat i ng Revenues --Sal e s  Tax " herei n . 

Bond Re s e rve Fur1d 

The D i s t r i ct wi l l  caus e to be depos ited into the Bond Re s e rve F-:..md 
establ ished unde r the Indenture an amount equa l to the Bond Res e rve 
Requi rement . Moneys in the Bond �ese rve ?und wi 1 1  be us ed and wi thdrawn by 
the Trus t e e  sol e ly for the purpose  of mak.rng '..l.P any def ic1 ency :n  the Int e rest  
Fund or  the Princ i pal Fund , o r  for  the payment or  redempt ion of the l991  
Series  A Bor:ds and othe r 3onds : s s ued pursuant to  the Indenture . See  " SUMMARY 
OF CERTAIN P.ROVISIONS ·:::.F T.HE INDENTTJRE--.?.unding and Applicat ion of Bond 
Reserve Fund . " 

-4-



DESCRIPTION OF THE 199T SERIES A BONDS 

General 

The 1991  Series A Bonds are  be ing i ssued in the aggregat e  principal 
amount of $34 , 375 , 000  in order to finance a port ion of the Pro j ect  cons ist ing 
of the acqui s i tion ,  renovation and equipping of adminis t ration bui l dings for 
the District . :'he Dist r i ct purchased  the land and bui ldings in  Apri l 1 99 1 . 
The $2 1 .  6 mi l l ion purchase  price was paid out of ava i lab l e  funds in the 
District · s Capital Reserve F'und . A port ion of the 1991  Ser i e s  A Bonds 
proceeds wi l l  be used to reimburse  the D i st rict ' s  Capita l  Rese rve Fund . See  
"THE PROJECT . "  

The 1991  Series A Bonds wi l l  be dated August l ,  199 1 . The 1991  Se r i es A 
Bonds wi l l  bear int e rest  at the rates , and wi l l  mature , sub j ect ':o 9rior  
redempti on as descr ibed be low ,  in  the amounts and on the dat � s  s et forth on 
the cover page of this Official  Statement . Interest  on the 1 9 9 1  Series  A 
Bonds sha l l  be payabl e  on Decembe r  l ,  1991  and semiannua l l y  the reafter on 
June 1 and December 1 of each yea r . Interest on the 1991  Series A Sonds sha l l  
b e  comput ed on the basi s  of a 3 60-day year of twelve 3 0-day months . The 1991  
Series A Bonds wi l l  be i ssued as  ful ly  registered bonds without coupons and 
wil l  ini t i a l l y  be reg i s t e red in  the name of CEDE & Co . , as reg i s t e red owne r 
and nominee of The Deposi tory T rust  Company { "DTC" ) ,  as  s ecur it  i e a  depository 
for the 1991  Series  A Bonds . ?urchases  of the 1991 S-erie s  A Bonds are ':O be 
made in book-entry only  form in the princ ipal amount of $5 , 000  or  any integral 
mul t ipl e the reof . 

The principal  and premi um ,  i f  any , of the 1991  Series  A Bonds are  payabl e  
when due upon presentation the t"eof a t  the cocporate t rust offic e  of Security 
Pacific  Nationa l Bank , the Trustee  for the 1991 Ser ies  A Bonds . Interest  on 
the 1991  Series  A Bonds w i l l  be payable  by wi re t ransfer  on the inte rest 
payment dates to CEDE & Co . Payments to the owners of the 1991  S e r i es A Bonds 
are to be made as describe d  below under "Book-Entry Only System . " 

Book-Entry Only System 

DTC wi l l  act as securit ies  depo s itory for the 1991  Series  A Bonds . The 
1991 S e r i es A Bonds wi l l  be i ssued initially in the_ form of one ful ly 
registered bond for each maturity date  as  set forth on the cove r hereof , in 
the aggregate principal amount of the 1991 Series  A Bonds , and wi l l  be 
registered in the name of CEDE & Co . ,  as nominee of DTC . 

OTC is  a l imited-purj;)os e  trust company organized under the laws of the 
State of New York , a member of the Fede ral Reserve System , and a " c l ea ring 
agency 1 1 registered pursuant to the 9rovi sions of Sact ion 1 TA of the Secur i t i e s  
Exchange .?I.ct o f  1934 , a s  amended .  JTC was c ::-eated t o  hold  s ecuri t i_es of its  
participants ( the " DTC Part i c i pants " )  and to fac i l itate  the c l earance a:id 
settlement of securi ties  : ransact i ons among DTC Part ic ipants in such 
s ecurities  through e l ect ronic  book-ent ry changes in accounts of the JTC 
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Participants , thereby eliminating the need of physical movement of securities 
certificates . DTC Participants include securities brokers and dealers , banks , 
trust companies , clearing corporations and certain other organizations sc.,1e of 
whom ( and/or their representatives) own DTC . Access to the DTC system is also 
available to others such as banks , brokers , dealers and trust companies �hat 
clear through or maintain a custodial relationship with a DTC Participant, 
either directly or indirectly . 

Ownership interests in the 1 9 9 1  Series A Bonds may be purchased by or 
through DTC Participants. Such DTC Participants and the persons for whom they 
acquire interests in  the 1 9-9 1  S-eries A Bonds a-s nominees will not receive 
certificated Bonds, but each DTC Participant will receive a credit balance in 
the records of DTC in the amount of the DTC Participant ' s  interest in the 1 9 9 1  

Series A Bonds , which will b e  confirmed to such DTC Participant in  accordance 
with DTC ' s standard procedures . Each such person for whom a DTC Participant 
acquires an interest in the l. 9 9 1  Series 'A Bonds, as nominee, :nay desire to 
make arrangements with such DTC Participant to receive a credit balance in the 
records of such DTC Participant and may desire to make arrangements with such 
DTC Participant to have a.i.l notices of redemption or other communications to 
DTC which may affect such persons forwarded in writing by such DTC Participant 
and to have notification made of all interest payments . NEITHER THE DISTRICT 
NOR THE TRUSTEE WILL HAVE . .\NY RESPONSIBILITY OR OBLIGATION !O SUCH DTC 
PARTICIPANTS OR THE PERSONS FOR WHICH THEY ACT AS NOMINEES #ITH RESPECT TO THE 
1 9 9 1  SERIES A BONDS. In  this Official Statement, the term ' 'Benef i c ial Owner "  
shall mean the person for which the DTC Participant acquires an interest in 
the 1 9 9 1  Series A Bonds. 

So long as CEDE & Co. is the registered owner of the 199 1 Series A Bonds 
as nominee of DTC , references herein to the Bondowners or Owners of the 1 9 9 1  

Series A Bonds shall mean CEDE & Co . ,  as aforesai d ,  and shall not mean the 
Beneficial Owners of the 1 9 9 1  Series 'A Bonds. 

DTC will receive payments from the Trustee to be remitted to the DTC 
Participants who will in turn remit such payments to the Beneficial Owners. 
The ownership interest of such Beneficial Owner in the 1 9 9 1  Series A Bonds 
will be recorded on the records of the DTC Participants whose ownership 
interest will in turn be recorded on a computerized book-entry system operated 
by DTC . When notices are given, they shall be sent by the Trustee to DTC only . 

Transfers of ownership interests in the 1 9 9 1  Series 'A Bonds will be 
accomplished by book entries made by DTC and, in turn, by the OTC Participants 
who act on behalf of the Beneficial Owners . Beneficial Owners will not 
receive certi ficates representing their ownership interests in the 1 9 9 1  Series 
A Bonds, except as specifically provided in  the Indenture. :or every transfer 
or exchange of the 199 1 Series A Bonds, or interest therein, the Beneficial 
Owner !:lay be charged a sum sufficient to cover any tax , fee or other 
governmental charge that may be imposed relating thereto. 

DTC may determine to discontinue providing its services with respect to 
the 1 9 9 1  Series A Bonds and discharging its responsibil i ties w:th respect 
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thereto under applicable law. Under such circumstances ( if  there is  not a 
successor securities depository ) ,  the 1991  Series A Bonds will be delivered as 
described in the Indenture. 

If  the District determines that it i s  in the best interest of the 
District to remove DTC or its successor from its function as depository and 
delivers a written certificate to the Trustee to  that effect, the Trustee 
shall notify DTC , and direct that DTC notify the DTC Participants, of the 
availability of certificates. In such event, the Trustee shall issue, 
transfer and exchange certificates as requested by DTC and any other l 99 1  
Series A Bondowners in appropriate amounts. 

Redemotion of 1991  Series A Bonds 

Optional Redemotion. �he 1991  Series A Bonds maturing on or before 
June l ,  2000 shall not be sub ject to redemption prior to their respecti ve 
stated maturities. The 199 1  Series .?:.. Bonds :naturing on or after June L 
2001  and on or prior to June L 2013 , shall be subject to redemption pnor 
to their respective stated maturities, at the option of the District, from any 
source of available funds , as a whole or in part on any date ( by such 
maturities as :nay be specified by the District and by lot within a maturity ) ,  
on or after December l ,  2000  at the :all owing redemption prices { computed 
upon the principal amount of 1 9 9 1  Series A Bonds called for redemption ) ,  plus 
accrued interest to the date fixed for redemption : 

Redemption Period Redempt ion 
( Both Dates Inclusive ) Price 

December l, 2000 through November 30 , 2001  102%  
December l ,  2001  through November 3 0 ,  2002  1 0 1  
December , 2002 and thereafter 100 � ,  

The 1991  Series A Bonds maturing on June l, 2 0 2 1  shall be subject to 
redemption prior to the stated maturity thereof, at the option of the 
District, from any source of available funds, as a whole or in part on any 
date on or after December l ,  2000 , at the principal amount called for 
redemption, plus accrued interest to the date fixed for redemption, without 
premium. 

Mandatory Redemption. 1 9 9 1  Series A Bonds maturing on June l ,  2 0 1 1 , 
shall also be subject to redemption prior to their stated maturity , in part, 
by lot, from mandatory s inking account payments required by the Indenture on 
any June 1 on or after June 1, 2002 , at the principal amount �hereof 9lus 
accrued interest thereon to the date fixed for redemption, without premium in 
the years and amounts set forth below on the following page : 
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Mandatory 
Sinking Account 
Payment Dates 

(June 1 )  

2 002 
2003  
2004  
2005  
2 0 06 
2007  
2008 
2009 
2 0 1 0  
2 0 1 1  

Mandatory 
Sinking Account 

Payments 

$ 595 , 00 0  
660 , 000  
730 , 0 00  
810 , 000  
890 , 00 0  
975 , 000  

l ,  070 , 000 
1 , 170 , 000  
l ,  2 8 0 , 0 00  

1 ,  390 , 0 00  

1991  Series 'A Bonds maturing on  June l ,  2 0 13 , shall also be  subject to 
redemption prior to their stated matur ity ,  in part , by lot , from mandatory 
sinking account payments required by the Indenture on any June : on or 3£ter 
June l, 2 0 1 2 , at the principal amount thereof plus accrued interest thereon to 
the date fixed for redemption , without premium in the years and amounts set 
forth below : 

Mandatory 
Sinking Account 
Payment Dates 

(June 1 )  

2 0 1 2  
2 0 13 

Mandatory 
Sinking Account 

Payments 

$ 1, 5 15 , 00 0  
l ,  640 , 0 00  

1991  Series A Bonds maturing on June 1 ,  2 02 1 , shall also be  subj ect to 
redemption prior to their stated maturity, in part, by lot , from mandatory 
sinking account payments required by the Indenture on any June 1 on or after 
June l, 2 0 14 ,  at the principal amount thereof plus accrued interest thereon to 
the date fixed for redemption, without premiurn, in the years and amounts set 
forth below : 

Mandatory 
Sinking Account 
Payment Dates 

(June 1) 

2014  
2 0 1 5  
2 0 1 6  

2 0 1 7  
2 0 1 8  
2 0 19 
2 020  
2 0 2 1  
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Mandatory 
Sinking Account 

Payments 

$1 , 780 , 000  
1 , 92 0 , 000  
2 , 070 , 000  

2 , 2 30 , 00 0  
2 , 395 , 00 0  
2 , 580 , 0 00  
2 , 770 , 00 0  

2 , 9 75 , 0 00  



Selection of Bonds for Redempt ion . Whenever prov i s ion i s  made in the 
Indenture for the redempt ion of less than al l of the 1991  S e ries  A Bonds of 
any maturity ( and interest  rate ) thereof the Trustee sha l l  se lect the 1 99 1  
Ser ies  A Bonds to  be  redeemed ,  from a l l  1 99 1  Ser ies  A Bonds of  the respec tive 
maturity ( and interest  rat e ) not previous ly ca l led  for redempt ion , in minimum 
denominations of $5 , 000 , by lot in  any manner which the T rustee in its  sole 
discretion shal l deem appropriate  and fai r .  The T rustee sha l l  promptly not ify 
the District in writ ing of the 1991  Series A Bonds so se l ected for redemption . 

The District sha l l  not i fy the T rustee at l east  forty-fi ve ( 45 )  days prior 
to the redempt ion of 1991  Seri es A Bonds . Not ice  of i::-edempt ion sha l l be 
mai led by the Trustee , not l e s s  than thi rty ( 3 0 ) nor more than s ixty ( 6 0 )  
days prior to the redemption date , ( i )  to the respect ive Owners o f  any 1 99 1  
Ser ies  A Bonds des ignated for  redemption at  the i r  addresses appearing on the 
bond registration books of the T rustee by f i rst c lass mai l  ( i i )  to the 
Securit ies  Depos itories by reg i stered or cert i f i ed mail, return receipt 
requested , or by some other conf i rmable de live ry method , and ( i i i ) to t ,m or 
more Information Services by first :::lass ma i l .  The Trus t e e  sha l l  :na i l  an 
additional copy of such notice  of redemption to any Bondowne r ·,1ho has not 
surrende red such Owne r ' s  Bonds ca l l ed for redemption w i thi n  60  days afte r  the 
redemption date . 

Partial Redemot i on of Bonds . Upon surrender of any 1991  Series A Bond 
redeemed in ?art onl y ,  the D i s trict  shal l execute and the T rustee sha l l  
authent icate and de l ;ve r to the Owner  thereof , at the expense o f  the Dist rict , 
a new 1991  Series A Bond of author ized denomina t i ons , and of the same maturity 
and inte rest :::-ate , equal in  aggregate princ ipa l amount to the unredeemed 
port ion of the 1991 Se ries  A Bond surrende red . 

Effect of Redemption .  Notice o f  redempt ion having been duly  given , and 
moneys for payment of the Redemption Price of , togethe r with inte rest accrued 
to the redemption dat e  on , the 1 991  Series  A Bonds ( or port ions thereof } so 
cal led for redempt ion be i ng he l d  by the Trustee , on the redemption date  
designated in such notice , the 1991  Series  A Bonds ( or port ions the reof) so  
cal l ed for redemption sha l l  become due and payabl e  at the Redempt.:..on Price 
specified in such noti ce together with interest accrued the reon to the date 
fixed for redemp::ion .  interest  on the 1991 Ser ies  A Bonds so cal l ed for 
redemption sha l l  cease to accrue , said 1991 Series A Bonds ( or port ions 
thereof ) sha l l  cease to be ent i t led to any benefi t  or  s ecuri ty under the 
Indenture , and the Owners of sa i d  1991  Series  A Bonds sha l l  have no r ights i n  
respect thereof except t o  receive payment of sa i d  Redempt ion Pr ice and accrued 
i nterest to �he redemption date . 

Limitat ions on the Issuance of 
Obl igations Payable  f rom Revenues 

The District may not , so long as any of the Bonds are  Outstanding , i ssue 
any obl igat ions er secur i t i e s , howsoever denominated , payab l e  i n  whole  or in  
part from Sales Tax Revenue s , except the fol lowing : 
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Issuance of Additional Seri�s of Bonds or Certificates . The District may 
by Supplemental Indenture establish one or more Series of Bonds payable from 
Revenues and secured by the pledge made under the Indenture equally and 
ratably with Bonds previously issue-d , but only upon compliance with the teems 
of the Certificate Indenture ( as l ong as any Certificates are outstanding) and 
only upon comp liance by the District with the provisions of the Indenture, 
certain of which are described below: 

(a) No Event of Default shall have occurred and then be continuing. 

(b) The Supplemental Indenture providing for the issuance of such 
Series shall require that the balance in the Bond Reserve Fund , forthwith 
upon the receipt of the proceeds of the sale of Bonds of such Series, be 
increased, if necessary , to an amount at least equal to the Bond Reserve 
Requirement .,,ith respect to all Bonds to be considered Jutstanding upon 
the issuance of Bonds of such Series. Said deposit may be made from the 
proceeds of the sale of Bonds of such Series or from other funds of the 
District or from both such sources or in the form of a letter of �redit 
or surety bond or insurance policy as described under " SUMMARY CF CERTAIN 
PROVISIONS JF THE INDENTURE--Funding and Application of Bond Reserve 
Fund . " 

( c) The District shall have placed on file  with the Trustee ':he 
report of the Jistrict , certifying that the lesser of { i) the amounts of 
Sales :'ax Revenues for a period of twelve ( 12) consecutive months during 
the eighteen ( 18) months irrunediately preceding the date on which such 
Bonds wil l become outstanding, or ( ii) the estimated Sales Tax Re�1enues 
for_ the Fiscal Year in which the Bonds are to be issued, will equal at 
least two times Maximum Annual Debt Service for all Series of Bonds and 
Parity Debt :hen Outstanding and the additional Series of Bonds then 
proposed to be i ssued . 

In the event additional r-evenues are included within the definition of 
"Revenues" by a Supplemental Indenture , such additional revenues shal 1 be 
included in the calculations in subsection ( c) above as if such additional 
revenues had always been included in Revenues . Nothing in the Indenture shall 
prevent or be construed to prevent the Supplemental Indenture providing for 
the issuance of an additional Series of Bonds from pledging or otherwise 
providing, in addition to the security given or intended to be given by the 
Indenture, additional security for the benefit of such additional Set:'ies of 
Bonds or any portion thereof. 

Issuance of Refunding Bonds. Refunding Bonds may be autho1-i zed and 
issued by the District without compliance with the provisions of the Indenture 
described above ,.mder ''Issuance- of Additional Series of Bonds" and other terms 
of the Indenture ; provided that Maximwn .:\nnual Debt Service on all Bonds and 
Par i ty Debt Outstanding fo l lowing the issuance of such Refunding Bonds is less 
than or equal :o Maximum .i\nnual Debt Service on all Bonds and Parity Debt 
Outstanding prior to the issuance of such Refunding Bonds and , provided 
further that , as :ong as Certificates are outstanding, the provisions of �he 
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Cert i f i cate Indenture with respect to the i s suance of addit ional Sales  Tax 
Debt are sat i sf i ed .  

I ssuance of  Parity Debt . The D i str ict  may i s sue Par i ty Debt 2ayabl e on a 
parity w1  th the Bonds and whi ch wi l l  have , when i s sued ,  an equal l i en and 
cha rge upon the Sa les  Tax Revenues ,  provided that the conditions s e t  forth in 
the Indenture to the i ssuance of such Pa r ity Debt are sat i s f i ed , including the 
coverage test  descr ibed i n  ( c )  above . 

Subordinated Obl igations 

The D i s t r ict may i ssue obl igat ions whi ch are j unior  and subordinate  to 
the payment of  the princ i pa l , premium , interest  and rese ::-ve fund req'..li rements 
for the Bonds , including ':he 1 9 9 1  Ser i es A Bonds , and a l l  Pa r i t �/ Jebt and 
whi ch subordi nated obl igations are  payabl e  as to princ i pa l , ;,remium ,  interest  
and res e rve fund requirements ,  if  any ,  only out. of  Sa l e s  Tax Revenues after  
1:he pr ior  ;>ayment of  a l l  amounts  then requi red to .be paid  '.lnde r :he  I ndenture 
from Revenues for principa l , premium , .:.nt e re s t  and reser?e fund :-equ1 r ements 
for the Bonds , including the 1 9 9 1  S e r i e s  A Bonds , and a l l  Parity Debt , as  the 
same �ecome due and payable ; provided that whi l e  the Ce rt i f icates  are 
outstand i ng ,  the p rovi s ions of the Ce rt i f icate  Indenture for :he i s s uance of 
Sa les !ax Debt are  satisf ied . 

DEBT SERVICE REQUIREMEN:.'3 

The fol l owing tabl es show the debt s e rvice requi reme� :s  on the 1 9 9 1  
S e r i e s  A Bonds and the Cert i f icate s . 

- 1 1 -
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Santa Clara County Transit District 
Debt Service Schedule 

Combined 
1991 Total 

Series A Debt 
June 1 Bonds Certificates ( 1 )  Service 

1991  
1992 l ,  830 , 158 2 , 0 76 , 2 00 3 , 9 06 , 3 58  
1993  2 ,  196 , 190  2 , 076 , 200  4 , 272 , 3 90 
1994 2 , 416 , 190 2 , 076 , 200  4 , 492 , 390 
1995 2 , 434 , 3 10  2 , 07 6 , 200  4 , 5 1 0 , 5 10  
1996 2 , 470 , 560 2 , 076 , 20 0  4 , 546 , 760 
1997 2 , 488 , 3 10 2 , 076 , 200  4 , 564 , 5 10  
1998 2 , 5 13 , 545 2 , 076 , 2 00  4 , 539 , 745 
1999  2 , 540 , 745 2 , 0 76 , 2 00  4 , 616 , 945 
2000  2 , : 64 , 5 15 2 , 0 76 . 2 00  4 , 640 , 715  
2001  2 , 589 , 755  2 , 076 , 2 00  4 , 665 , 955  
2 0 02 2 , 6 16 , 050 2 , 0 7 6 , 2 00  4 , 6 92 , 250 
2003  2 , 640 , 888  2 , 07 6 , 200  4 , 7 17 , 088  
2004 2 , 666 , 3 38 2 . 0 76 , 2 00  4 , 742 , 5 38 
2005  2 , 697 , 063 2 , 076 , 200  4 , 773 , 2 63 
2006  2 ,  722 , 388  2 , 0 76 , 2 00  4 , 798 , 5 88  
2007  2 , 747 , 3 13 2 , 53 6 , 2 0 0  5 , 283 , 513  
2008  2 ,  776 , 500  -± , 744 , 00 0  7 , 520 , 500 
2009 2 , 804 , 275  4 , 755 , 00 0  7 , 55 9 , 2 75 
2 0 1 0  2 , 83 5 , 300  4 , 7 52 , 00 0  7 , 58 7 , 300 
2 0 1 1  2 , 858 , 900 4 , 835 , 000  7 , 6 93 , 900  
2 0 1 2  2 , 890 , 075  4 , 997 , 000  7 , 88 7 , 075  
2013  2 , 9 1 6 , 600 4 ,  931 , 000 7 , 847 , 600  
2014 2 , 950 . 0 00 5 , 151, 000  3 , 101, 000 
2 0 1 5  2 , 9 78 , 750  5 , 136 , 000  8 , 1 14 , 7 5 0  
2 0 1 6  3 , 008 , 750 3 , 008 , 750 
2017  3 , 039 , 375 3 , 0 39 , 3 7 5  
2018  3 , 065 , 000  3 , 065 , 000  
2 019 3 , 100 , 3 13 3 , 100 , 3 13  
2 020  3 , 129 , 063  3 , 129 , 063 
202 1 3 , 160 , 938  3 , 160 , 938  

( 1 )  The interest �ate applicable to, and therefore the debt service 
requirements on, the Certificates is variab le. The debt service requirement 
figures in this column are based on an assumed interest rate of 7% payable on 
the Certificates. The maximum legal ly permi tted :-ate of interest payable on 
the Certificates is 15% . No assurance , estimate or forecast can be made with 
respect to the �ate of i nterest :hat may or will be payable on the 
Certificates during the terms of the Certificates . 
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SOURCES AND USES OF FUNDS 

The proceeds from the sale  of the 1991  Series A Bonds { exclus i ve of 
accrued int e rest ) wi l l  be appl i ed as  fo llows : 

General 

Sources of Funds : 
Principa l  Amount of 
1 991  Series  A Bonds 

Use s  of Funds : 
Proj ect Fund 
Bond Res erve Fund 
Underwriter ' s  Discount 
Origina l  I ssue Di scount 

Costs  of I s suance 

THE DISTRICT 

$ 3 4 , 3 7 5 , 0 00  
$34 , 3 75 , 000 

2 9 , 1 1 7 , 476  
3 , 1 60 , 9 3 7  

249 , 2 19 
1 ,  7 2 6 , 060  

l.2 L 308 
$ 34 , 3 75 , 000  

Upon determining that it  was necessary that  a trans it  di str ict be 
estab l i shed in Santa Clara County ( the "County" } in order to meet the pub l i c  
t rans i t  needs o f  the County , :he State  legis lature establ i shed the D ist r ict in 
1969 by the Santa Clara County T rans it District A.ct { the "Act " ) .  The vote rs 
of the County approved the estab l ishment of the D istr ict in  June 1 972 . !he 
Dist rict commenced opera t i ng a pub l ic t ransportation system in Santa :1ara 
County in January .:. 9 73 . !he County comp dses 15 c i t i es and has a total 
populat ion of approximately l, 500 , 000 persons . The District  serves the County 
by operating 80  bus routes  w i thin a s e rvice  area of approximately  3 2 6  square 
mi les . The Di strict a l so operates a recently completed 2 1-mi le , 3 3-stat ion 
l ight rai l  sys tem . Thi s l ight rai l  system connects South County res idents 
with downtown and North County areas , whe re major  worksites  are located . S ee  
"THE DISTRICT TRANSIT SYSTEM . ' ' 

Administ ration 

The gove rrunent of the D istrict  i s  vested in the Boa rd of Supe rvisors of 
the County of Santa Clara which a l so serves as  the D ist rict ' s  gove rning 
board . The governing board i s  composed of five members  { the ' ' Supe rv i sors " }  
each representing a different supervi sorial district  wi thin the D i s trict . The 
boundaries  of the supervisorial  di str icts have been set on the bas i s  of , as  
nearly as  practicable , equal populat ion and , among othe r things , community of 
interest  of the populat ion w i thin the supervi sor ial  dis t r ict s . The voters of 
each supervisorial  dist r ict e l ect one Supervi sor to a four-yea r  term .  

The present :nembe rs  of the Ji strict ' s Board , the expirat ion of each 
membe r ' s  t erm and the numbe r- of 1·ea rs each member has s er•,ed on the Boa rd are 
as fol lows : 
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Name 

Rod Diridon, Chairperson 
Dianne McKenna , Chairperson, 

pro tern 
Ron Gonzales 
Michael M. Honda 
Zoe Lofgren 

Term Exoires 

1/1/1995 

1/1/ 1995 
1/1 1 1993 
1/1/1995 
1/1/1993 

Years as 
Member 

13  

7 
2 

1 

9 

The- Boar-d is  advised on matters of District policy by a 29-memb-e-r 
Advisory Commission composed of a member of the city council of each of the 
fifteen cities within the District , seven members representing persons with 
special needs for transit services , such as the elderly or handicapped , and 
three members having expertise in transit matters. 

The county e:;:ecutive of the County is the Executive Officer of the 
District, and the Assistant �xecutive Officer of the District is the Director 
of the Santa Clara :ounty Transportation Agency ( the " Transpo rtat i on 
Agency" ) .  The Transportation Agency is a part of the government of the ,::::aunty 
and has overal l responsibil ity for the management and operations of public 
transportation within the County, and for roads and airports under :he 
jurisdiction of the County . The Transportation A.gency administers the 
District; however the Distr i ct is a separate legal entity from both the 
Transportation Agency and the County . 

The District ' s  Administrative Staff consists of the following : 

SALLY R. REED - Execut i •Je Officer of the District and County Executi'le of 
Santa Clara County since 198 1 . From 197 1-1981 , Deputy City Manager in the 
Budget Department and officer for intergovernmental affairs for the City of 
San Jose . Formerly Economist with U . S. Department of Conunerce in Washington , 
D . C. Bachelor of Arts from the University of Missouri. 

LAWRENCE R. REUTER - Assistant Executive Officer of the District and 
Director of Santa Clara County Transportation Agency since November : 990. 
Bachelor of Science in Engineering from Florida Technological University , 
Master of Science in Engineering from the University of Central Florida . 
Responsible for the operations of the County ' s  bus and rail system , roads and 
airports. Held various key positions with the New York City Transit Authority 
for nine years, culminating in the Senior Vice President of Operations 
position . During a period of 13  years , he held ?arious engineering and 
management positions with Auto Train, a private passenger rail road corporation 
for 13 years culminating in the Vice President of Operations �osition . 

GERALD A .  ROSEI\JQUIST - Deputy Director, Fiscal Resources since 1984. 
Bachelor of Arts :n Business Administration from Universi ty of Washington , 
CertiLed Public Accountant . Formerly Assistant Controlle::- for Santa : lara 
County and Chief .�ccountant of King County , Washington. �ember of the 
Municipal Finance Officer: · s .�ssociation. 
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MICHAEL D. Rl>.NCER Manager for Budget , Operations Analysis and 
Purchasing for the District and the County Transportation Agency since June 
1987. Bachelor of Arts in Economics ,  Masters in City Planning from the 
University of California , Berkeley, Masters in Public Administration from the 
University of Southern California. Formerly Capital Projects Manager in  the 
Santa Clara County Off ice of the County Executive and Chief of Staff of a 
Santa Clara County supervisorial district. 

AM'l E. KUNG - Finance Manager and Deputy County Controller for the 
District and the Santa Clara County Transportation Agency since August l 990. 
Bachelor of Science in Economics and Business Administration from the 
University of California, Davis. Formerly a senior accountant for the Santa 
Clara County Finance Department and a budget analyst for the California State 
Finance Department. 

WILLIAM L. ?ARSONS - ?inance Director/T reasurer of Santa Clara County, 
the District and the Santa Clara County Transportation Agency since .January 
1985, after being Controller of the same since 1 982. Bachelor of Science in  
Accounting from the University of California ,  Los .A;ngeles . Formerl v 
Comptroller of King County, Washington and Auditor/Controller of Santa Barbara 
County , California. Certified Public Accountant. Member of Municipal Finance 
Officers Association and California Association of Auditor/Controllers. 

Employees 

The District presently employs approximately 1 , 632 nonadministrative 
persons { including mechanics, bus and light rail operators) represented by the 
Amalgamated Transit Union Di vision 2 65. The District ' s  existing contract with 
this union will expire on February 24, 1993. All supervisory and 
administrative personnel are Santa Clara County employees. County employees 
are represented by eight labor unions and six associations, the largest being 
Service Employees International Union { Local 715}, which represents­
approximately 46% of all County employees. Currently 96% of al l County 
employees are covered by negotiated agreements. The District has never 
experienced any major work stoppages or job actions . 

The District Transit System 

Bus Transit Service. The District presently operates a bus system with 
routes serving an area of approximately 326 square :niles all within Santa 
Clara County , a county of 1, 300 square miles with a ?Opulation of 
approximately 1 . 5  million. Approximately 30% of this population resides 
within a quarter of a mile of all of the transportation routes maintained by 
the District. The area served by the District includes San jose--one of �he 
fastest growing cities in the United States--and other urbanized portions of 
central and northern Santa Clara County ( " Silicon Val ley"). 

As of June i. 991, the District maintained an active fleet of 5 1 2  buses to 
service its system of roughly 80 local and express routes covering 4, 2 50  
miles, which system includes coordinated service with five regional carriers : 
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Alameda Contra-Costa Transit (AC Transit ) ,  Bay Area Rapid Transit ( BART) , San 
Mateo County Transit (SamTrans ) ,  Santa Cruz County Transit and CalTrain . The 
average daily ridership was, as of June 1991, over 143 , 000 . 

Light Rail Transit Service . The District currently operates and 
maintains a 21-mile, $550 million light rail system that connects south 
San Jose residents with downtown San Jose , North San Jose and Santa Clara 
worksites . Ridership increased from less than 1 ,  000 riders per day when the 
initial system opened in December 1987, to approximately 6 ,  JOO riders per day 
when the District ' s  Transit Mal l opened in 1988. Ridership increased to over 
ll,000 daily passengers when the line was extended to San Jose ' s  Willow Glen 
area in .�ugust 1990. In April 1991, the entire 21-mile line opened for 
service, and ridership has reached a high of 23,187 daily riders . 

Rail operati ons employ 192 employees and maintain a fleet of 50 light 
rail vehicles .  As of April 1991, the system began servicing a total of 33  

stations , which are fully integrated with the bus system and provide free 
parking for over 6, 300 cars at : 1  park-and-ride lots. 

Other Transit Services .  The District provides funding, coordinates 
feeder service, and assists in the improvement of CalTrain commuter services . 
These services are directly managed by the California DeFartrnent of 
Transportation. Santa Clara County residents account for about 38% of the 
total ( 2 1, 2 00 )  rail passengers daily .  

The District 's  transportation system includes service available on 
request to passengers in inaccessible areas { Dial-A-Ride ) and , in con junction 
with the California Department of Transportation, a ridesharing program 
providing commuters with car pool information. The District also operates 
programs to provide public transportation for the elderly and the handicapped . 

Financial Results 

The following table shows the District ' s  income statemer.ts for the four 
fiscal years 1987 through 1990 . 
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OPERATING REVENUES : 

Pas senge r fare s , t i cket sal es 
and other ope ra t i ng reven ues  

OPEQATING EXPENSES : 

T ransporta t i on 
Veh i c l e  ma i n tenance  
Nonveh i c l e  ma i n tenance 
General and admi n i s t ra t i ve 
Deore c i a- t 1 on and  amort i z a t i o n  

T o ta i  apera t i ng expenses  

OPERATING LOS S  

S tatements o f  Revenues  a n d  Expen ses  
For the ve3 r Ended June 30 . 

(:5000 ' s  J 

$ 1 0 ,  1 30 $ 1 1 , 390 $ 1 3 . 0 7 4  

5 1 . 355 
24 . 924 
3 . 2.60 

20 . 3 38 
3 22] 

'. 08.090 

( 97 I 968) 

57 , 432 
2 5 , 993 
4 , 469  

2 1  . 088 

1 0 . 490 
; 1 9 472 

( 1 08 082) 

5 7 . 727 
2 7 , 398 

5 , 476 
2 3 , 345 
1 l . 629 

1 25 575 

( 1 1 2 .50 1 )  

NON-OPERA T I NG REVENUES , EX PENSE S ) : 

S tate fund i ng 
Federal f u nd i n g 
Sal es Tax Revenues 
I n terest and  other reven ues  
Cal T rai n oassenger  s uos i d y 
In terest  and o t her  exoenses 

To tal  nonoperat i ng 
revenues ( expense s ) 

NET INCOME 

35 , 09 1  
S . 989 

7 1  . 42 1  
24 . 289 
1 3 , 335 ) 
1 8.878 ) 

1 1 5 .577  

$ 'l 609 

33 . 974  
6 , 76 1  

73 . 776 
26 . 588 
( 3 , 257 ) 

7 .834 )  

1 35 009 

Management ' s  Discussion of Fi nancial Results 

38 . 609 
6 , 739 

8 3 , 429 
1 6 . 545 
( 3 , 099 ) 

5. 1 47 )  

1 37 .076 

S 24 515 

$ 1 4 , 653  

62 . 0 34 
3 1  . 383 
S . 529 

24 . 504 
1 2 262 

1 35 .  7 1 2 

1 1 21.059) 

43 . 2 3 1  
6 . 3 1 3  

90 , 3 1 9  
1 3 , 957 
{ 4 , 28 2 )  
5 1 1 90 }  

1 44 . 848 

s n 159 

The District ' s  emphasis during its first 15  years of operation has been 
on the growth and development of an integrated, multi-modal system capable of 
serving a large metropolitan area . The bus fleet has grown to 512 revenue 
vehicles and now runs about 22 mi llion vehicle miles per year on a widespread 
network of local and express routes . A 2 1-mile light rail line stretches from 
the residential neighborhoods of South San Jose to the industrial areas of the 
Silicon Valley. 

The Di stdct has al so establ ished cooperative ;?rograms with se•,eral 
adjoining properti es to ensure that intercoum;y passenge-rs- can easily transfer 
from one system to another . These cooperative arrangements encompass SamTrans 
and CalTrain in  San Mateo County , 3ART and A-C Transit in Alameda County , and 
also Santa Cruz County Transit . This systemwide expansion has :-esulted rn 
steady passenger growth ,  now running at about 45 mi llion ?:" iders i?er :/ear and 
increasing about 4% annually . 
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In  recent years , the Dist rict  has sought to stabi l i ze current ope rat i ons 
and to furthe r strengthen i ts aggress ive cost conta inment program so as to 
provi de a strong financ i a l  base for :he next round of expans i on around the 
turn of the century . Unproduct ive routes and modes of s e rvice w i l l  be t r immed 
back or re-al located . ."A. l imi ted exper iment in contracting out service i s  
expected  t o  yi eld informat ion on l ong-tem opportun i t i es for cost savings . 
Budgets  in a l  1 categori e s  have ;:ieen t r  .:.mmed back through attr i t i on of •,acant 
and unneeded 2os i t i ons and :.:hrough efforts a imed at minimizing exposure :o a 
var i et y  of  ri sks ( e . g . , improvements 1 n  safety t ra ining ,  reduc t i on in 
worke rs ' compensation c l a ims , �anagement of health .:.nsurance costs , � :c . ) .  
Improved inventory cont rol has reduced  the carrying cos ts of i?arts , whi le  t:he 
District  s imul taneous ly  pursues tl:e 9urchase of more fue l -eff i c i ent vehi c les . 
The purchase  of the adminis t ntion complex  at  3333  �fo rth Fi rst St reet :. s  part 
of thi s  effort , as a way of :educing 3pace :.-ental  costs  whi l e  offer ing a 
greatly  improved ·,1orking env1 ron.ment . 

Given inc reas ing concerns over traffic  congest ion , c l ean a i r  and ene rgy 
conse rvation , the J i str ict  be l i eves it i s  capab l e , w i th a minimum of 
incrementa l ope rat i ng cost and with no increase in ove rhead , of continuing the 
steady ri dership growth of recent years . 

Financ ia l  Pro � ect i ons 

The tab l e  be low sets  forth a f ive-year forecasted debt s e rvice cove rage 
for the 1 9 9 1  Series  A Bonds and the Certi f icates , bas ed on District  est i mates  
of Sa l es Tax Revenues :n i t s  "F inanc i a l  Forecast--1991/92 --2 000 " .  

Forecast of Sa l e s  !ax Revenues and Debt Servic e  Coverage 

;:,ercentage Debt Debt Servi c e  Comb i ned C u rren t  ::-orecas t 
F i s ca l  Year •orecas t I n c rease Serv i c e  o n  1 99 1  Debt Debt Deb t 

E n d i ng Sal es Tax F rom Pr i o r  on Se r i e s A Serv i ce Serv i ce Serv i ce 

Jyne ,o 1<even!.!e J'...ti.r: -er t i f i !:s1te� 1 1 ) � ill C'Qvera.ge 2} Qver2ae 

1 992 $ 94 . 496 . 00 0  5 .  7 %  $4 , 449 .  , 00 0  $ 1  , 830 , 1 58 $6 , 279 , 1 58 $ 1 4 . 238 $ i 5 . 049 
1 993  .19 , 882 , 000 5 .  7 4 , 449 , 00 0  2 ,  1 96 ,  1 90 6 , 645 , 1 90 1 3 . 453 ' 5 . 0 3 1  
1 994 1 0 5 .  575 . 000 5 .  7 J , 449 , 000 2 .  4 1 6 , 1 90 6 . 865 , 1 90 ' 3 . 022 ' 5 . 2 78 
1 995 '. 1 1  , 593 I 000 5 . 7  J , 449 , 000 2 , 434 , 3 1 0  6 , 883 , 3 1 0  : 2 . 988 ' S  . 2 1 2  
1 996 1 1 7 ,  9 54 , 000 5 .  7 J , 149 , 0 00 2 , 470 , 560 6 , 9 1 9 , 560 : 2 . 92 0  1 7 . 046 

( 1 )  A s s umes that  the Cert i f i cates  � , 1 ;  cea r t h e i r max i mum i n teres t rate  c f  1 5% .  No  assu ran ce , es t j ma te o r 
forecas t can be  made w i th  re s oe c t  � o  the  rate o f  i n teres t that may o r  wi l l  be oayab l e on  t he  C e rt i f i c a te s  
d u r i ng t he  terms of  t he  Cer t i f i c ates . 
( 2 1  Based upon e s t i mated Sa : es -ax �evenues  • o r  the : 2  mon ths  end i ng : u n e  30 , 1 99 1 , i n  the amount  o f  
$89 , '100 , 00 0 . 
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District Operating Revenues 

The District derives its revenues principal ly from funds provided 
pursuant to the California Transportation Development Act of 1971, as amended 
(the "TDA Act") and through the Urban Mass Transportation Administ ration 
( ' 'UMTA '' ) pursuant to the Urban Mass Transpor-tation Act of 1964, as amended 
( the "UMTA Act' ') , both described he-rein . passenger fares and tba Sales Tax 
levied by the iJistrict . As described under "SECURITY AND SOURCES OF i?.�YMENT 
FOR THE l 9 9 1  SERIES .� 3CNDS, " Sales Tax Revenues are pledged to pay the ::. 9 9 1  

Set" ies A 3onds. The other sources of revenues described below , a l  though !'.Ot 

pledged to the payment of the 1 9 9 1  Ser-ies A Bonds , are lawfully available to 
pay the principal of and interest on the 1991 Series A Bonds except to the 
extent such �oneys represent grants for restricted purposes. 

( a )  Sales Tax . In  1976 , the voters of the County author i zed 
enactment by ::he ;) � s trict of an ot'dinance imposing the Sales Tax--a ::. 1 2%  
sales and ·.ise -:ax :n  trans-a-ct ions in the County . The C:alifo rnia State 
Board of Equalization .:ol lects this tax for the District and, pursuant to 
an agreement between :he District and the 3oard of Equalization, a£ter 
deducting the cost of administering the Sales Tax , monthly remits :ax 
r:evenue to the Trustee . : Jring the f.:..rst two months of each of the 
District ' s  fiscal quar-ters, the Soard of Equalization remits to the 
Trustee an amount equal to the Board of Equal i zation ; s estimate of the 
amount of Sales Tax Revenue owed the District. Juring the thir-d month of 
each of the District ' s  fiscal quart e r ,  :he Boar-d of Equalization adj usts 
the payment to the Trustee to reflect the quarte dy reconc il iat ion of 
Sales Tax Revenue collections during the previously completed f iscal 
quarter. :'he Sales Tax is the District · s single largest source of 
revenue . 

After application for payment of the 1991 Series A Bonds and 
Certificates . Sales Tax Revenues are budgeted to pay operating expense-s 
and to pay capital expenditures where State or federal capital assistance 
pt'ograms requit'e that the recipient of assistance contribute locally 
derived revenue . 

The following table shows Sales Tax Revenues reported by the 
District during the nine fiscal years ended June 30, 1990 , as well as the 
amount expected to be reported in  the Fiscal Year ending June 30 , 1991 
and the percentage of increase or decrease f t"om Fiscal 'fear to Fiscal 
Year. 
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Fiscal Year  
Ended June 30 

1 982  
1983  
1984 
1985  
1986  
1 987  
1988 
1989  
1990  
199 1 

The ca lc'..llated average 
10-year �eriod is !"' c:, o .... 

0 .. _, /0 I 

*Est imated by the Distr.:c: ; 

Source :  the D i str ict. 

Total .�ount % Change 

50 , 199 , 0 00 13 . 0% 
53 , 86 7 , 7 0 1  7 . 3  
62 , 787 , 00 0  1 6 . 5  
7 1 , 2 1 1 , 1 3 5  13 . 4  
6 6 , 5 95 , 794  ( 6 . 5 )  
68 , 025 , 0 00 2 . 1 
7 8 , 776 , 038  1 5 . 8  
83 , 42 8 , 8 66 5 . 9  
90 , 8 1 8 , 836  8 . 9  
8 9 , 400 , 000* ( 1 .  6 }  

annual compound growth rate  for the fi scal 

The fol lowing tab l e  shows est imates  of Sales  Tax Revenues expected 
to be rece ived by the D i s trict  for fi scal 7ears ended June 30 , 1 9 92 
through June 30 , l 996  as proj ected by the Di strict in its "Financial 
Forecast--199 1/92--2  000 " . 

Fiscal  Year 
Ended  June 30  

1 992  
1 993  
1 9 94 
1995  
1 996  

*Es timated  by  the D i s tr ict . 

Est imated Sa les  
Tax Revenues*  

$ 94 , 496 , 000  
99 , 882 , 00 0  

105 , 575 , 00 0  
1 1 1 , 59 3 , 000 
1 1 7 , 954 , 0 0 0  

% Change 

5 . 7% 
5 . 7  
5 . 7  
5 . 7  
5 . 7  

Recent Jeveloomer:.t.3 l\ff  ectinq Sale s  Tax Revenue£ . In A�rospace 
C:oro . v. State Board of Eaua l i zation ,  a State court o f  appeal granted a 
claim f i l ed by Ae rospace  Corporation { ' 'Ae rospace" ) for a refund of sales  
and use taxes erroneous ly  (;Ol l ected by  the Board of Equalization ove r a 
per iod of several years on supp l i es and mat e rials which Ae rospace 
obtained to perform a contract with the fede ral  gove rnment . The court of 
appeal found that the regulation under which the 3oa rd of Equal i zat i on 
had made the assessments was arbi t ra ry and i ncons istent w i ch the 
governing statute . 
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The Board of Equa l i zat ion had a lso s imi larly app l i ed the inva l id 
regulat ion to other federal contractors in the State . S ince the 
Aerospace Corp . dec i s ion , the Board of Equa l i zat ion has rece ived 
approximately  240 c l a ims for refunds of improperly  col lected sales  and 
use taxes . 

A portion of the s e  improperly  col lected sal e s  and use taxes  was 
t rans f e rred by the Board of Equa l i zation to the D i s t r ict . The D i s t rict  
bel i eves that  the amount of any ove rpayment rece ived by  the D i s trict  from 
the Board of Equa l i zat ion with respect to improperly col lected sa les  and 
use taxes  wi l l  be recove red by the Board of Equa l i zation from the 
Dist rict through future r educt ions in distributions to the D i strict of 
the Sales Tax . The D i s t r i c t  understands that  ':he Boa rd of Equa l i zation 
must  audit  each c l a im for refund as it  is  submitted . .:i.ccordingly , i t  is  
uncertain over what per iod of t ime thi s reduction wi l l  occur or when it  
wi l l  commence . According to prel iminary e s t imates of the Board of 
Equa l ization ,  the amount that  could be recove red statewide f r-om di s t :cicts  
such as the District i s  approximately  $61. 6 mi l l ion ,  includi ng inte!."est . 
It  cannot f?resently  be ascertained  what percentage of  this amount i s  
attributable  to the J i s trict , but a prel imir.ary estimat e  i s  �hat 
repayment w i l l  cost $5-7  mi l l ion over a three- to four-year period .  

The District  be l i eves this loss  wi l l  be more than compensated  for by 
a recent expans ion of the taxabl e  bas e . As a result  of development of 
the State Budget ,  the l egis lature adopted l egis lat ion expanding the 
t ransact ions and the items subj ect  to the statewide s a l e s  tax . The 
statewide sales tax bas e  was expanded , effect i ve Jul y 15 , 1 9 9 1 , :o 
include s eve!."al addi t iona l i t ems , such as  candy , newspapers , per iodi�al s ,  
and j e t  fue l . Thi s  expans ion of the tax base  .:. s  expected to i nc rease  
Sal es Tax Revenues by  2-3% ( $ 1 . 9-$2 . 8  mi l l ion in F iscal  Year 1 9 9 2 ) and is  
expected  to hel p  offset  some of the dec l ines in Sa l e s  Tax Revenues  d�e to  
the recess ion .  I t  i s  ant icipated that this increas-e wi ll remain in 
effect fo r the remainde !." of the t e rm of the Sa les  Tax . �s a resu l t , this 
inc rease i s  expected to provide long-te rm growth . 

( b )  Federal and State Aid .  Al l appl ications to the federal or  
state government for any grants must f i rst  be  submitted for approva l to  
the Metropo l i tan Transportation ::::ommiss ion ( "MTC" ) .  MTC i s  a loca l 
planning agency existing under T i t l e  7 . 1  of the Gove rnment Code of 
Cal ifornia to provide comprehens ive regional transportat ion p lanning for 
the region comprised of t he City and County of San Franci sco and the 
Counti es of Alameda , Contra Costa , Marin , Napa , San Mateo , Santa Clara , 
Solano and Sonoma . 

MTC annua l ly prepares  a Regi onal Trans i t  Cap i  ta.l  Program in  which 
regional priorities  are  estab l i shed for the a l l ocation of federa l , state 
and regional funds <: o  t rans i t  capital  improvement pro j ect s . Only  those 
app l ications for fede ral or state  aid which in  the judgment of  MTC are 
compatible  wi t.h i t s  program are for-warded to the respective go,J'e rnmental  
agency .  
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State Aid - TDA Act. The State subsidy consists in part of an 
allocation of sales tax revenue under the TDA Act , whereby 1 /4 of 1% of 
the State ' s  current 7Y...% sales tax is made available for publ ic 
transportation operating and capital expenses in the county in which the 
sales tax is collected ( the "TDA Funds") .  The TDA Funds are the 
District ' s  second largest source of revenue and are distinct from 
revenues derived from the Sales Tax . 

TDA Funds are apportioned , allocated and paid by MTC. In accordance 
with procedures and eligibi 1 i ty requirements set forth in the TDA Act , 
the District submits a request for TDA Funds to MTC on each April 1 for 
the next fiscal year. If MTC approves the request, MTC then directs the 
Controller of the County to release the TDA Funds to the District . �nder 
TDA regulations, :-1TC allocates approximately 10% of taxes collected to 
fund :onununity transit 3ervice programs, facilities for the use of 
pedestrians and bicycles and the transportation planning and programming 
process. The remaining 90% is allocated to operators who provide 2ublic 
transportation services in the County . The District is t:he only public 
transit service provider in  the County and therefore receives all of the 
90% tax allocation . 

TDA Funds for operat ing ass istance are returned to the county of 
origin and are available to the District in an amount equal to 50% of the 
District ' s  operating budget after deduction of federal grants, provided 
that certain :JA Act criteria are met. 

The District has been in compliance with TDA Act eligibility 
requirements and has received TDA Funds in each year since the District 
began operations in 1 973 . TDA Funds are received in substantially equal 
quarterly installments. The following table shows the total amount of 
TDA Funds for operations available from annual sales tax collections in 
Santa Clara County during the five fiscal years ended June 3 0 , 199 1 . 

Fiscal Year 
Ended June 30 

1987 
1988 
1989 
1990  
1991  

TDA Funds for Operations 
Distributed to the District 

$34 , 886 , 2 86  
34 , 312 , 6 62  
3 8 , 352 , 2 0 9  
42 , 8 14 , 5 16 
44 , 462 , 704  

State Aid - State Transit Assistance Program . Pursuant to the State 
Transit Assistance Program ( the " STA"), a portion of gasoline sales tax 
revenues is appropriated by the State Legislature to the State 
Transportation Planning and Development .Z,,,ccount ( the " STA Funds " ) for 
certain transit and energy-related purposes. These STA Funds are 
allocated throughout the State on the basis of population and operating 
revenues . 
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The District  has been receiving STA Funds s ince F i s ca l  Year 
1979-80 . STA Funds are c la imed on the bas is  o f  actua l  cash expendi tures , 
norma l ly on a quarter ly bas i s .  The District did not claim any STA Funds 
in the Fiscal Year ending June 30 , 1991 . The amount of $1 . 5 mi l l ion 
al located for that F i scal Year has been :rol le d  forward to the fol lowing 
Fiscal  Year . The total  ava i lab le  STA Funds al located for the D i s t r ict  in  
the F iscal  Year ending June 30 , 1992 , inc l uding the rol le d  forward 
amount , are  S3 . 4  mi l l ion . The fol lowing table reflects STA Funds 
received by the District  in the f ive fi scal years ended June 30 , 1 990 . 

Fi scal Year 
Ended June 30  

:986  
1 987  
1. 988  
1.989  
1990  

STA Funds 
Rec eived 

$ 1 , 41 4 , 2 2 8  
61 . 676  
41 . 584 

1 6 9 , 2 89 
276 . 168  

Federal Aid - TJMTA Grants . Funds for the federal urban �ass  
t ransportat ion program are  avai labl e from the Urban Mass T ransportation 
Authority ( "UMTA 11

) to qual ified t rans it  authorities  pursuant to 
procedures set forth by L'MTA . 

The Urban Mass Transportat ion Act ( the "UMTA .a.ct '' ) ,  which c reated 
UMTA , was enacted  for the purpose , among othe rs , of providing substanti a l  
federal ass istance t o  enable  mass t ranspoctat ion systems t o  cont inue to 
provide vital service . The pr inc ipal  source of funding unde r the UMTA 
Act is  found in Sect ion 9 the re in .  

Federal grants are authorized by Sect ion 9 ( formerly  Sect ion 5 ) ,  
based on a fo rmula  block grant which takes into account popu lat ion and 
population dens ity,  revenue vehic l e  mi les and rai l -route mi l es . 

Grants under Section 9 can fund up to 80% of the 
e l igible pro j ects and can pcovide operating ass istance for 
the net proj ect  cos t , although the remaining 2 0% and 50% , 
must be provided by non-federal funds . 

net cost of 
up to 5 0% of 
respective l y ,  

The process  of obtaining Section 9 cap i ta l  and ope rating a s s is tance 
TJMTA grants ( "UMTA Grants" ) is  initiated by a recip ient des ignated by the 
State governor , respons i b l e  loca l off icials , and pub l i c ly owned operators 
of mass  transpoctat ion s e rvices . �1TC , as the des i gnated cec i pient i n  the 
County ,  prepares and submits a regional program of proj ects to UMTA for  
approval . .?..ddi tional l y ,  the D i st rict must f i l e  an app l i cat ion with the 
UMTA regional office  to be e l igible  for an UMTA Grant . The app l i cat ion ,  
when submitted , :uay be approved by the UMTA regional off ice after  :JMTA 
funds for the fede ral f i scal year have been apport ioned . Prior  to such 
appcoval '.JMTA :-r.ay :-equest  addi t ional information from the D istr ict  
pertaining to  the Distr:ct ' s  appl i cation .  If  the appl icat ion i s  approved 
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by the UMTA regional office, it must, in addition, be reviewed and 
approved by the UMTA office ""n Washington , and only after such approval 
may a gr-ant contract be released. 

The following table shows 1:.;'MTA Grants received in the five fiscal 
years ended June 30, 1991  and budgeted by the District to meet operating 
expenses : 

Fiscal Year 
Ended June 30 

1 9 8 7  
1 9 8 8  
1989  
1990  
1 9 9 1  

UMTA Grants 
Received 

$6 , 82 8 , 28 7  
6 , 2 52 , 965  
6 , 66 7 , 739  
6 , 1 5 7 , 852 
6 ,  0 9 1 , 124 

In addition, the District has received, during the period described 
above, UMTA grants under Section 3 and Section 9 and its predecessor :or 
capital expenditures . 

All UMTA payments are subject to budgetary authority of the United 
States Congress or of any official ,  elected or otherwise, or agency with 
legal or actual control over the disbursement of government funds. 

(c) District Ridership and Passenger Fare Revenues. The table 
below shows the District ' s  ridership and amount of passenger fare 
revenues received by the Dist rict for the past seven fiscal years. 
Beginning in the Fiscal Year ended June 3 0 ,  1989 , the District began 
receiving revenues ::rorn advertisements placed on the District · s 
vehicles. These advertising revenues, which equalled an annual amount of 
approximately $925 , 000 , are included in the figures shown in the table 
below : 

Fiscal Year Passengers Fare Revenues Percentage 
Ended June 30 ( O OOs ) Received Change 

1985 35 , 828  $10 , 3 6 0 , 86 5  9 . 1% 

1986  34 , 9 71  1 0 , 354 , 782 ( 0 .  1 )  
1987  34 , 157  10 , 12 9 , 780 ( 2 . 2 )  
1 988  35 , 5 80  l l, 389 , 968 12 . 4 
1989  39 , 1 43 1 3 , 0 7 4 , 3 42 14 . 8  

1990 4 1 , 199  1 4 , 652 , 700 12 . 1  

1991  45 , 6 53  1 6 , 6 6 9 , 000  1 3 . 8  

The calculated average annual compound growth rate for the fiscal 
seven-year period i s  3 . 25% .  

New fare rates were adopted by the Transit District Soard on July 30, 
1991, tc take effect September 30, 1991 . It is est imated that these new i:ates 
will add appcoximate ly  $4 . 9 million in fare revenues in the f i ::-st full year 
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after the i r  effectiveness . The re can be no assurance , howeve r ,  as to the 
effect of the fare rate increase on the Dis trict ' s  revenues . 

( d }  Othe r Revenue . In addit ion to interest earnings on operat ing 
funds , other  State and fe de ra l  ass is tance is received f rom t ime t o  t ime 
that may be used to pay ope rat ing expenses . 

District Expendi tures 

Ope rating Expenditures . The District ' s  greatest ope rat ing e xpenses are 
labor and employee benef its , whi ch comprise approximate ly $ 1 0 0 . 7  mi l l ion ( 74% } 
of the District ' s  budgeted ope rat ing expendi tures for Fiscal Year 'i.990-9 1 . 
The $ 1 0 0 . 7 mi l l ion labor and emp loyee bene fi t  cost is the total budgeted 
amount =or mechanics , !:>us and :i. i ght rai l operators , supe rvisory and 
administ rative personne l of the Dis trict . As i de f rom labor costs , fue l , 
lubricants , vehicle  parts and service costs account for almost al l of the 
District ' s  remaining ope rat:.ng expenses . Costs on fue l , lubri cants , ': i res , 
tubes and othe r vehic le parts totaled approximate ly $13 . 3  mi l l ion and account 
for about 10% of the District · s budgeted ope rat ing expendi tures for Fis cal  
Year 1990-9 1 .  Costs on maintenance , 9rof ess ional , technical , security and 
othe r services totaled approximate l y  $l4  mi l l ion and account for anothe r 10% . 

The fol lowing table sets forth the amount of costs incurre d  on labo r 
{ inc luding employee bene f its ) ,  fue l , lubri cants , vehicle ?arts ( inc luding 
t i res and tubes ) and services dur ing the past f ive fiscal  years ending 
June 30 , 1990 . 

{ In OOOs ) 
Ma intenance 

Fiscal Year Fue l and and Othe r 
Ended June 30 Labor Costs Lubricants Vehicle  Parts Se rvi ces 

1986  $T0 , 616 $4 , 22 3  $ 7, 0 9-2 $ 9 , 666 
1987  76 , 716  3 , 144 7 , 995 8 , 654  
1988 80 , 6 71  3 , 9 1 6  7 , 686 10 , 475  
1989  86 , 5 1 3  3 , 446 6 , 862 1 0 , 2 76 
1990  92  , 583 4 , 0 56  10 , 284 9 , 79 8  

Ins urance . The Dist rict is se lf-insured for most insurab le risks . The 
Dist r i ct part icipates in an insurance pool toge ther with othe r Santa Clara 
County agenc ies . The District cont r ibutes annual ly to the County wide 
sel f-insurance pool . On gene ral and automob i le l iabi l i t ies , actua r i a l  studies 
have determined that the current funding leve l of the s e l f - i nsurance ;,ool 
would be able to pay for a claim up to $10 , 000 , 000  at an 35% conf idence 
leve l . On prope rty damage c �aims , the Dist r i c t  pays the f i rs t  S2 50 , 0 0 0  and 
$100 , 000  for each col l is ion inc i dent of l ight rai l and histodcal  t rol ley 
vehi cles , respect i ve l y .  On othe r prope rty damage c la ims , ,::: laims are pai d on 
an a l l -risk form , except earthquake , by insurance pol ic ies up to  the actual 
cash value on juses and replacement costs on othe r  prope rt ies with deductible 
amounts ?aid foi:- from the se l f-insurance pool . The District  i s  self-ins ured 
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for workers ' compensat ion c la ims of bus drivers and mechanics  empl oyed by the 
District . The District maintains a separate fund to account for contribut ions 
received from the Di strict · s operating fund based on esti :nated c l a im 
liabilities and actual c laim payments .  

The D ist rict i s  current ly a defendant in 18  l egal act ions invo 1 'ling 5 1  
plaint iffs in whi ch the plaintiffs have a l l eged violat ions by the District  of 
var ious l aws ;;irohibi  t i ng racial , e thnic  and/or sexual nar rassment or 
discrimina t ion in employment . :::: t  is not FOSS ible at thi s t. .:.me to est ima :e 
with conf idence the total amount of damages and othe r cos ts that the D i s t r i c t  
may incur a s  a result of these l egal actions . The Distr i ct am: i c ipa tes , 
however ,  that any such costs incurred as a result  of such act i ons wilT be paid  
f rom the D ist rict ' s  s e l f-insurance fund . 

Capital !<eser·,e Fund 

The D i str ict e stabl i shed a capital  reserve fund { the 1 1 1.:api  ta l  Rese r•,e 
Fund" ) by resolution oi the Board of Supervi sors on Februa ry 23 , 1 9 82 . The 
following moneys are requ i red to be depos ited in the Cap ital  Rese r•,e ?und : 
( i )  the proceeds of grants �nde r UMTA Sect ion 3 ,  ( i i )  State t rans i t  ass i s tance 
moneys , ( i i i ) grants by the State made pursuant to S . B . 620  { Chapter 16 1 ,  
Statutes 1 9 7 9 ) ,  ( iv )  that portion of the proceeds of the Sales  Tax requi red to 
be set as ide as matching funds :or state and fede ral subs idies , and ( v )  a l l  
interest earned on and prope dy a l locabl e  to any of the moneys des e r  ibed in 
{ i ) ,  ( i i ) ,  ( i i i )  and ( iv ) . 

Moneys in the Cap i tal  Reserve Fund may be used sole ly { i )  to pay the cost 
of cap i tal  improveme:1ts to the trans it systems of the Dist r i ct and { i i )  to 
make loans to the Enterprise  { Operating )  Fund from t ime to t ime as  funds are 
requi red for unant i c i pated current ope rat ing expenses  of the D ist r i ct . 

In the event or  to the extent that the revenues pledged to pay the 1991  
S e ries  A Bonds and other outstanding obl igat ions of  the D istr ict  are not 
rece ived by the District , the District may borrow from the Cap ital  Rese r·:e 
Fund to pay the princ ipal of and interest  the reon and is obl igated  to repay 
the Capital  Reserve Fund for such borrowings . Moneys on depo s i t  in the 
Capital Reserve Fund are  cons idered part of the moneys lawful ly  ava i l abl e to 
pay the princ ipal or redemption price  of and the interest on the Ce rt i f i cates  
and 1991  Series  A Bonds . However ,  the District is not prohibi ted from 
pledging , e ncumbering or spending such moneys and there can be no assurance 
that  such moneys woul d  be ava i lable ,  i f  needed , to pay the 1991  S e r i es A Bonds . 

As of June 30 , 1 9 9 1 , there was $84 , 92 3 , 2 65  rema ining on depo s i t  in the 
Capita l  Res e rve Fund after $2 1 . 6  mi l l ion was pai d  from that fund in Apr i l  1 9 9 1  
for the ini t ia l  acqui s i tion o f  the D i strict ' s  admini stration bui l dings . 
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D i s t rict Caoital Program 

The District has commit ted a capital  program in the amount of 
$233 mi l l ion over a nine-year  pe riod from Fi scal Year 1992 through Fi sca l Yea r 
2 000 . Of this tota l  amount , the D i s t r ict  ant ic ipates  $95 mi l l ion to be funded 
by fede ral and state  sources . 

Fina,1c ing sources for the port ion of tr . .=- cap ita l  p ro j ect  costs  to be 
funded loca l ly are antic ipated to be coming from the balance avai lab l e  in the 
Di strict ' s  Capita l  Re ser-ve Fund , and the pro J ected operat ing margin over the 
next nine years . The balance ava i lable in the Capital Rese rve Fund for 
capital  project  financ ing 1 s  net of an annual restricted  amount set as ide 
equa l i ng 15% of the D i s t r ict ' s  tota l annual operat i ng c::ost s .  :'he 1 5% annua l 
restr ict ed reserve , establ i shed by the Jist rict , i s  s et  as i de to cover 
eme rgenc i es and other e :-cpendi tures not ant ic ipated in the Jist r ict ' s annual 
ope rating budget . The amount of the D i strict ' s  annual res t r i cted reserve for 
the Fi scal Year ending June 30 , 1992 is $24 mi l l ion . 

The fol lowing tab l e  d i sp l ays expenditure amounts for 
capital  proj ects and the i r  corresponding funding sources in 
annual amounts over- the next f ive- f i sca l years . 
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Expendi t ures : 
Bus Rep1 acemer:t 
Tasman Cor r i dor Pro jec t  
Ca l  T ra i n 
Fac i l i t y Mod i f i ca t i o n s  

and Eou , oment  
Tran s i t S tud i e s 

Total Expend i t u res 

Fundi ng Sources : 
Bus Repl ac emen t 

Fed e ra l  
Loca1 

Tasman C o r r i do r P roj e c t  
Federa l 
State 
Local 

Cal T ra i  n 
Local  

Faci l i ty Mod i f i cat i on s  
and Equi pmen t  
local 

T ran s i t  S t u d i es 
Federa l  
Loca l  

Total  F u nd i ng Sources  

, Tota1  federal ) 
Tota l  S tate ) 

• Tota l  Loca l ) 

$27 . 470 
1 7 , 030 
4 , 20 7  

1 1 .  3 7 7  
_ill 

60 . 7 1 2  

1 5 . 5 1 6  
: l .  954 

1 l .  5 00  
2 , 000 
3 . 530 

1 1  . 37 7  

4 1  
� 

60 , 7 1 2  

2 7 . 0 5 7  
2 . 000  

' 2 1 . 655  

D i s t r i c t  Comm i t t ed Cao i t a l  P rogram 
N i ne-Year Per i od FY 1 992 to FY 2000 

( $000 s )  

$ 1 5 , 00 0  
-0-
-0-

3 . 50 0  
__dil 

1 8 .  )20 

9 . 00 0  
6 , 00 0  

-0-
-0-
-0-

-0-

3 . 500 

4 1 
_ill 

1 8 , 920 

9 , 04 1  
-0-

9 , 879  

$ 1 5 , 800 
-0-
-0-

3 , 660 
� 

1 9 . 580 

7 . 350 
8 , 450 

-0-
-0-
-0-

-0-

3 , 66 0  

1 9 . 580 

7 , 39 1  
-0-

1 2 .  1 89 

$1 6 , 60D 
-0-
-0-

3 . 820 
_iW 

20 . 840 

9 . 00 0  
7 , 600 

-0-
-0-
-0-

-0-

3 , 820 

4 1  

_ill 

20 . 840 

1 . 04 1  
-0-

1 1  , 799 

$ 1 4 , 60 0  
-0-
-0-

3 . 980 

1 8 , 700 

9 . 000  
5 , 60 0  

-0-
-0-
-0-

-0-

3 , 980 

4 1  
--1!1 

.:l , 04 1  
-0-

9 . 659  

1 997 
t o  

5 75 , ; oo 
-0-
-0-

: 7 .  7 50 

....:.....uau 

93 . -:no 

3 1 . 470 
'13 . 630 

-0-
-0-
-0-

-0-

1 7 , 7 50  

1 64 

)3 . 930 

.3 1 .  6 34 
-:J-

62 . 296 

Bus Replacement . To sustain the e x i sting l evel of service and ,:o avo i d  
the oroblems o f  a n  aging bus f l eet , the District is  corrunitted t o  spend 
$89 mi l l ion to .replace 2 3 8  ::iuse s  in the next f ive years , and $164 mi :i. l ion to 
replace a tot a l  of 4 78  buses  ove r the next nine yea.rs . 
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$ 1 64 , 570  
: 7 . 0 30 

..1 ,  � 07  

Jc! , J87 
- ..,88 

232 . 582 

:3 1 . 336  
33 . 234 

'. 1 . 500 
:. . ,) O O  
: . 5 30 

'1 , 20 7  

'14 , 087 

?69  
Z 4 1 9  

232 , 682 

) 3 . 205 
2 . JOO 
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Tasman Corridor Project. The District has committed to spend $17  million 
for this prnj ect out of the $464 million total proj ect cost estimate. The 
District ' s  additional commitment on this project depends on the availability 
of federal, state and local funding sources currently being sought by the 
District to finance this proj ect. The District ' s  funding plan for this 
proj ect is 50% federal, 25% state and 2 5% local shares. 

This proj ect is an expans ion of the District ' s  light rail transit s ervice 
program. This project would extend the existing light rail line an additional 
14 miles and include up to 18 additional stations. The extension line would 
run from the northeast part of San Jose east of Interstate 6 80, continue west  
through Milpitas, northern San Jose and Santa Clara and then extend to  the 
Mountain View central business district and CalTrain stat ion. 

CalTrain. The District has corrunitted $4. 2 million in l ocal f-: .. mds to 
purchase trackage rights extending CalTrain !"ail service from Tarnien Station 
in San Jose 28 miles south :o Gilroy . 

The Gilroy-CalTrain extension pro j ect will be funded mostly by local 
sources and the proj ect is expected to be completed in 1993 . In the Fiscal 
Year ending June 3D , 1991,  the District appropriate-ct $31  milli on t-oward the 
planned activities under this pro j ect ir:cluding improvements on station 
platforms at various south county locati ons, park-and-r ide lots at each 
station location , track and signal improvements as necessary and overnight 
storage facilities for trains at the Gilroy depot. 

Facility Modifications and Equipment . The program committed by the 
District includes amounts to be spent on bus stop and pavement improvements, 
development and improvement of high activity multiple route interface and 
transfer facilities , underground storage tank replacement and other proj ects 
under the District ' s  hazardous waste management program , as well as other 
miscellaneous facility modifications and support equipment . 

Transit Studies. The District has also committed amounts for feasibility 
studies  of several long-range transit corridors. 

In addition to projects already corrunitted, the District has also 
identified other projects totaling $653 million for the next nine-year 
:c,eriod. These projects have been identified as hig_h priorit i e s  in  
transportation plans but have not yet received funding commi trnents. These 
proj ects are : a 100-bus fleet  expansion ; ,:ontinuing development of the Tasman 
Corridor projects ; and partial funding for the development of two other 
t ransit corridors. :'he District will not cornmi t to any of these proj ects 
unless funding sources are identi fied. Their availability is  anticipated to 
finance not only the capital costs , including the local matching requirement, 
but also any operating ,::ost increases  resulting from these  capi tal proj ects 
once they are in place. 

In planning for the D i s trict ' s  capital program and determining the level 
of funding requirements :or the next five to nine yea.::-s , the District has 

-29-



establ i shed in  1984 a comprehens ive transportation plan for the County ca l l ed 
the Transpo rtat ion Plan T200 0 . The Fina l  T2000 Plan was adopted  by the T2000 
Steer ing Committee  and the County Transit  Board of Supe r·,i sors  in  May 1987 . 

The T2000 Plan provides the pol icy framework in the form of goa l s , obj ec t ives  
and imp rovement priorities  which have been us ed as a bas i s  for many of the 
trans it  capital  proj ects and programs . The Dist r ict plans to update  :he T 2000  
Plan pe riodica l l y .  The fi rst T2000 Plan update ,  ca l l ed the Santa C lara County 
Transportation P lan T2010 , wi 1 1  be completed by the end of thi s year . The 
ma in obj ect ive of the T2010 ?lan i s  to update  the T2000 Plan w i th new or 
modified  information , proj ect descr ipt ions , cost est imates  and priori t i es . 

Hazardous Mater ia l  
Managemer.t Program 

In Jul y  199 1 , the Dist rict and the County District  .b.ttorney ' s  .Jf f i c e  
reached an  agreement on a j udgment against the Dist rict  for  violati on of 
Ca l i focnia ' s  underground storage tank and hazardous waste  laws at d iffe rent 
bus yards . The j udgment inc luded $2 mi l l ion in pena l t i es and spec1 f : ed 
corrective measures to be taken .  The $2 mi l lion pena l ty fees  wi l l  be appl i ed 
di rect ly to envi ronmental 2ro j ects  beneficial  to Santa Clara County .  

:: n  order t o  undertake :J:e necessary corrective measures t o  bring the 
Dist rict  ir. compl iance with r:egulations as rapidly as pos s ibl e , :he T rans i t  
Boa rd o f  Supe rvi sors , :hrough a dec larat ion o f  a state o f  eme rgency , approved 
an appropriation of $9 mi l l ion to acce l erate  the District · s unde rground ':ank 
replacement schedul e and hazardous ·,.;aste  management program at  different bus 
yards . :he program inc ludes the replaceme�t of underground storage tanks and 
remediation at s ites  affected by haza rdous materials  such as  removal of  so i l  
from affected a reas and the insta l lat ion of new monitoring syst ems and s torage 
tanks . In addit ion to this $9 mi l l i on ,  the D i strict has al ready spent near l y  
$ 6  mi l l ion on hazardous mater ia :  �anageme�t program pro j ects . 

The Dh;;tri-ct- has- forrm:rct a: co111ITiitte-e- c-ompuscrd- or Di strict- staff amt 
out s ide consultants to deve lop , implement and complete  a fast-track compl iance  
program . 

Significant Accounting and 
Budgetary Pol ici es  

The Dist r ict i s  cons idered an  enterp r i s e  fund and fo l lows the accrua l 
bas i s  of accounting .  The D istr ict  has retained the f i rm of De loitte  & Touche 
to audit its records for the last  s i x  fi sca l  years . 

The Distr i ct · s budget i s  prepared annua l l y  prior to the commencement of 
i t s  Fiscal  Year ( July 1-June 3 0 ) .  Sa les Tax and TDA Funds are  budgeted on the 
bas i s  of hi storical  col l ect i ons and factored against inf lation and other 
growth barometers . Pass enger  fa res are budgeted on the bas i s  of ride rship 
t rends as proj ected to be affected '.:iy antic ipated fare and route changes and 
certain other :actors . Federal , state and reg iona l funding source s  a re 
budgeted in  accordance with a l locat ions and commitments .  
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Revenues and e xpenditures are monitored continual ly by an automated  
comprehens ive financial  �anagement system cal led Standard Accounting and 
Reporting System ( " STARS " ) ,  ins ta l led  in the County in July 1986 . In 
addition ,  the D i s trict  �aintains additiona l mechanized reporting systems , 
which provide up-to-date data for the District  to meet a vari ety of management 
needs and report i ng requi .rements . 

The District is able to adjust i ts  transit 
expenditures when necessary , if revenue rece ipts 
indicate imbalance s  from budgeted l eve l s . 

operati ons and 
and col lect ion 

SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE 

reduce 
t rends 

The Indenture :::ontains various prov i s i ons and covenants ,  some of whi ch 
are summa r i zed  be low .  :,mereve r par ti cula r  provis ions of the Indenture are 
ref erred to , such prnvis ions , together with related prov i s ions , a re 
incorporated by refe rence as  part of the statements made and are qua l i f i ed in 
the i r  em: i rety by such references . Referenc e  is made to the Indenture for a 
ful l  and comp:ete  s ta tement of 1 c s  p rovi s i ons . 

Addi t iona l Indebted�ess 

The D istrict  wi l l  not , so long as any of the Bonds a re Outstanding , i ssue 
any obl igations or s ecuri t i es .· howsoever denominated,  payab le  in who l e  or in 
part from Sa les  :ax Revenues except Parity Jebt , Subordinated Obl igat ions or 
Refundi ng Obl igations . See "DESCRIPTION OF THE 1991  SERIES A 
BONDS--Limitations on the I s suance of Obl igations Payabl e  From Revenues . "  

Funds and Accounts ;  
Al location of Revenues 

So long as any Bonds are 0utstanding ,  the T rustee sha l l  set as i de in each 
month fol lowing receipt of the Sal e s  Tax Revenues the moneys in the Revenue 
Fund in the following respective funds_ ( each of whi ch the Trustee sha l l  
establi sh ,  maintain and hold i n  trust for the benefi t  o f  the Owners o f  the 
Bonds in accordance with the provisions of the Indenture ) in the fol lowing 
amounts , in the fol l owing order of prior i t y ,  the requi rements of eac:i such 
fund ( including the making up of any def i c i enci e s  in  any such fund resul ting 
from lack of Revenues sufficient to make any ear l i e r  requi red depos it ) at the 
time of depo s i t  to be sat i sf ied  before any deposit is made to any fund 
.subsequent in priority; provided that on a par ity with such depos1 t s  the 
T rustee  may set  as ide or t ransfer  amounts with respect to the om:standing 
Cert i f i cates and other outstanding Parity Debt as  provided in the Cert i f icate 
Indenture and the procEedings for  such Parity Debt del ive red to the T rustee 
( which sha l l  be proport ionate  in the event such amounts a re insuff i c i ent to 
provide for al l  deposits ;;-equi red as of any date to be made wi th respect to 
the Bonds and such Parity Oebt ) : 

_I_n_t_e_r_e_s_t�_F_u_n_d . :ornmenc ing 
as i de in the Int e rest Fund as  

in Septembe r ,  199 1 , the Trustee shal  1 set  
soon as ;;:irac t i cable in each month an amount 
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equal to { a )  one-sixth of the aggregate  half-year ly  amount of interest  
becoming due and payable on  the Outstanding Current Interest  Bonds ( except for 
Bonds const ituting Variab l e  Rat e  Indebtedness } during the next ensuing s i x  
months ( exc l uding any inte rest  : o r  whi ch the re are moneys depos i t ed i n  the 
Interest Fund f rom the proceeds of any Se r i e s  of Bonds o r  other sout'ce and 
res e rved as cap i ta l i z ed int e r e s :  to 9ay such interest dur ing said  next  ensuing 
s i x  months ) ,  unt i l  the requi s ite  ha lf -yearly  amount of int e rest  on a l l  such 
Outstanding Current Interest  Bonds ( except :or Bonds ::::onst i  tut i ng Va r iab l e  
Rat e  Indebtednes s ) is  on jepos it in such :und ; provi ded t:1at from the date  of 
de l ive ry of a Series  of Current Int e rest  Bonds unt i l  the f i rst int e rest  
payment dat e  w i th respect to  such Series  the amounts so pa i d  wi th  respect to 
such Ser ies  sha l l  be suffi c i ent on a monthly  pro rata bas is to pay the 
aggregate  amount of interes t  jecoming due and payabl e  on sa id  inte rest ?ayment 
date wi th respect to such S e r i es , plus ( b }  the aggregate amount of :nter e st ,  
ca l culated at a rat e  of twelve percent ( 12 % )  per annum i f  the actual  rate of 
i nt e rest is not known , to accrue during that month on t:1e Out s tanding Var iable  
Rate  Indebtednes s  ( provide d ,  however ,  that the amount of  such de9os 1t  into the 
Int e rest Fund for any month may be �educed by the amount by whi ch the depos i t  
i n  the prior month exceeded the actual amount of interest acc rued jur i ng that 
month on sa id  Outstanding Variab l e  Rat e  :ndebtedness and furthe r � rovided that 
the amount of such  deposi t  into the Int e rest  ?und fo r any month shal l be 
i nc reased by the amount by whi ch the depos i t  in the prior month was l e s s  than 
the actua l amount of int e rest  accruing during that month on sa id Outstanding 
Variab l e  Rate Indebt edness } . No depos i t  need be made .:.nto the Interes t  ?und 
i f  :he amount :ontained the rein  i s  at l east  equal to the i nt e rest  :o become 
due and payabl e  0n the intere s t  i?ayment dates  fa l l ing wi thin the next s i x  
months upon a l l  o f  the Bonds i s sued then Outs tanding , and o n  June l. o f  each 
year any exce s s  amounts in the Inte rest: Fund not needed to pay inte re s t  on 
such dat e  ( and not he ld to pay inter-est on Bonds having int e re s t  payment date s  
othe r than June l and Decembe r l }  sha l l  b e  t ransfe rred t o  the D i s t r i c t  ( but 
excluding , in  each case , any �oneys on deposit  in the Inte rest  Fund from the 
proceeds of any Ser-ies  of Bonds or other source and res e rved as cap i tal i z ed 
interest  to pay interest  on any future interest  paymen: dates  fol lowing such 
interest payment da tes ) .  

Princ ioa l Fund : S inkino Accounts .  The Trustee s ha l l  depos i t  in the 
Principa l  Fund as soon as practi cabl e in each month an amount equal to at 
l east  { a )  one-s i xth of the aggregat e  semiannual amount of Bond '.Jbl igat i on 
becoming due and payabl e  on the ,Jutstanding Serial  Bonds of al l Ser ies  having 
semiannual maturity dates w i thin the ne-xt s i x  months , plus (h )  one-twelfth of 
the aggregate yearly  amount of 3ond Obl igat ion becoming due and payab l e  on the 
Ou�standing S e r ial  Bonds of a l l  Ser i e s  having annual matur i ty dates  wi thin the 
next  :we lve months , plus ( c )  one-s i xth  of the aggregat e  of the Mandatory 
S inking Account Payments to be pa id  dur ing the next s ix-month period into the 
respect i  •:e S inking Accounts for the Term 3onds of al l S er i e s  for whi ch S i nking 
Accounts have been created and for which semiannua l mandatory redempt ion i s  
requ i red from said  S inking Accounts ,  plus  ( d )  one-twe l fth o f  the aggregate of 
the Mandatory Sinking Account Payments to be paid dur ing the next twe lve-month 
per iod into the respect ive S inki ng Accounts for the T e rm Bonds of a l l  Se r i es 
for whi ch S inking Accounts sha l l  have been created and for which annua l 
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mandatory redemption is required from such Sinking Accounts ; provided that if 
the District certifies to the Trustee that any pdncipal payments are expected 
to be refunded on or prioc to theic respective ::iue date s  or paid f rom amounts 
on deposit in the Bond Rese rve F'...lnd that would be in excess of the Bond 
Reserve Requirement upon such payment , no amounts need be set aside towa:::-ds 
such principal to be so refunded or paid . All of the afot"esaid Mandatory 
Sinking Account Payments shall be made without priority of any payment :nto 
any one such Sinking Account over any other such pa:r.nent . In the event that 
the Revenues shall not be sufficient to make the required depos its so that 
moneys in the Principal Fund on any principal or mandatot"y redemption date are 
equal to the amount of Bond Obligation to become due and payable on the 
Outstanding Serial Bonds of all Series plus the Bond Ob ligation amount of and 
redemption premium on the Out standing Term Bonds required to be redeemed or 
paid at �aturity on such jate , then such moneys shall  be applied on a 
Proportionate Basis and :n such proportion as said Serial Bonds and said Term 
Bonds shall bear to each other , after first deducting for such 9urposes  f rom 
said Te t"m Bonds any of said  Term Bonds required to be redeemed annual ly as 
shal l have been r-edeemed or  purchased during the preceding twelve-month per iod 
and any of said  Term Bonds requ i red to be redeemed semiannually as shall '.'lave 
been redeemed or purchas ed dur ing t:.he si:-=-month period ending on such date or 
the i:nrnediately ?receding s i x  month period. In the event that the Revenue s  
shal l not b e  sufficient to  pay i�  full all Mandatory Sinking Account Payments 
required to be [?aid at any one time into al l such Sinking Accounts, then 
payments into al l such Sinking Accounts shall be made on a Proportionate 
Basis, in such proportion t.hat the respective Mandatory Sinking P..c:::ount 
Payments required to be made into each Sinking Account during the then current 
twelve-month period bear to the aggregate of all of the Mandatory Sinking 
Account Payments required to be made into all such Sinking Accounts during 
such twe lve-month period . 

No deposit need be made into the Principal Fund so long as there shall be 
in such fund ( i )  moneys sufficient to pay the Bond Obligation of a l l  Serial  
Bonds then Outstanding and maturing by their terms within the next twelve 
months plus ( ii )  the aggregate of all Mandatory Sinking Account Payments 
required to be made in such 12 -month period , but l ess any amounts deposited 
into the Principal Fund during such twelve month period and theretofore paid 
from the Principal Fund to cedeem or purchase Term Bonds during such 12 -month 
period ; provided that i f  the District certifies to the Trustee that any 
principal payments are expected  to be refunded on or prior to their respect ive 
due dates or paid from amounts on deposit in the Bond Reserve Fund that would  
be in excess of  the Bond Reserve Requirement upon such payment , no amounts 
need be on deposit with respect to such principal payments. At the beginning 
of each Fiscal Year and in any event not lat e r  than August 1 of each year . the 
Trustee shall request from che District a Certificate of the District s etting 
forth the principal payments for which depos ics  will not be necessary pursuant 
to che preceding sentence and the reason therefor. On June l of each 7ear any 
excess amounts in the Principal Fund not needed to pay principal on such date 
( and not held to pay principal on Bonds having principal payment dates othe t" 
than June 1) shall be transferred to the District . 
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Bond Reserve Fund . The T rust e e  sha l l  depos i t  as soon as  pos s i b l e  in each 
month in the Bond Rese rve Fund , except as otherwis e  pe rmi tted  by the 
Indenture , upon the occurrence of any def i c i ency ':he r e i n ,  one -twe lfth  ( 1 / 1 2 ) 
of the aggregate amount of each unrepl eni shed prior  wi thdrawa l from the Bond 
Reserve Fund and the ful l  amount of any def i c i ency due to any requi red 
valuations of the investment s in  the Bond Reserve Fund unt i 1 the balance .:.n 
the Bond Reserve Fund is at l east  equa l to the Bond Re3 erve Requi rement . 

Any Re•,enues remaining i n  the Revenue Fund aft e r  the forego ing : rans f e rs 
described above unde r " Inte r e s t  Fund , "  " Pr inc ipa l  Fund ; S inking Accounts " and 
" Bond Res er?e Fund , "  except as othe rw i s e  provided in a Suppl ementa l  Indent 1.1re , 
sha l l  be t ransfe rred on the same Bus i nEss  :Jay to the .'.J i s t r i c t . The D i s t r ict 
may use and apply the Revenues ilhen i:-ece i  ved by it  for any lawful purpose of 
the D i str ic t . inc luding the redempt i on of 3onds upon the te rms and condi t ions 
set  for-th in the Supp l emental  Indenture relat i ng to such Bonds and the 
purchase  of Bonds as and when and at such p r ices  as  i t  may de t e rmine . 

If  f ive days prior to any pr inc ipa l ;iayment jat e , 1::t e rest ;::;a-:ment ::iate 
or mandatory redempt ion iat e  the amounts on depos it  in  the :nt er e s t  Fund ar:d 
Pr inc ipal  Fund , :.ncluding the S inki ng Account s the re i n , w :.  th respect :o the 
payment s to be made on s uch upcoming date  aft e r  any t ransfer  f rom the 3ond 
Rese rve ?und are insuffic i ent to make such paTT\ents ,  the Trustee  3ha l l  
irrunediate l y  not ify the D i st net , in  writ i ng ,  o f  such def i c i ency and :i i rect  
that the  D istr ict  t i:-ansf e r  the  amount of such def i c i ency to the T rust e e  .:;n or 
prior to such payment .::.ate . :he D i s t r ict  covenants and aqrees  :.n the 
Indenture to trans fe r to the Trust e e  � rorn any Revenues in i t s  pos s e s s i on the 
amount of such defi c i ency on or p r ior  to the pr inc i pa l , int e rest  or �andatory 
redemption date  :-efe renced  in  such not i c e . 

Appl icat ion of Interest  Fund 

Al l amounts in the Int er e st  Fund sha l l  be used and wi thdrawn by the 
Trustee  solely for the purpose  of paying int e re s t  on the Bonds as it sha l l  
become due and payabl e  ( inc luding acc rued interest on any Bonds purchased  or 
redeemed pr ior to matur i ty pursuant to the Indenture ) and making paym.a::.ts on 
int e rest rate swap agree8ent s , as p rovided in the Indenture . 

Appl ication of Princ ipa l Fund 

Al l amounts in the Princ ipa l  Fund sha l l  be use d  and withdrawn by the 
Trustee  so l e ly for the purpose s  of payi ng the Bond Obl igation of the Bonds 
when due and payable , except that a l l  amounts in the S inki ng Accounts  sha l l  be 
used  and wi thdrawn by 1:he Trustee  sol e l y  to purchas e  or r.-ede em o r  pay at 
maturity  Term Bonds , as provide d  in  the Indenture . 

The Trustee  sha l l  establ ish and :na intain wi thin the Pr inc i pal ?und a 
s eparate  account for the :'e rm Bonds of each Ser i e s  and ma tur ity . :Jn or before 
the Bus iness Jay prior to any date  u.pon ilhi ch a �andatory S inking Acc:ount 
Payment i s  due , the Trustee  sha l l  t ransfer  the amount of such �andatoi:-y 
Sinking Account Payment ( be ing the p r inc i pa l  :he r eof , in  :he case  of :ur rent 

-34-



Interest  Bonds , and the i\cc reted Va lue , in the cas e  of Capital  Apprec iation 
Bonds } f rom the Pr inc ipal  Fund to the app l i cabl e  S inking Account . With 
respect to each Si-:-1king Account , on each Mandatory S i nking Account Payment 
date estab l i shed for such S inki ng Account , the T rust e e  sha l l  apply the 
Mandatory Sinking Account Payment requi red on that dat e  to the redemption of 
Term Bonds of such Series  and maturity for which such S inking Account was 
establ i shed , in the manne r prnvided in the Su9p l emental  Indenture ;;,ursuant t o  
which such Series  o f  Bonds was c reated ;  provided that , a t  any t ime p r i o l"  to 
giving such notice of  such redemp t ion ,  the Trustee  sha l l ,  upon rece ipt of a 
Reques t  of the District , app ly moneys in such S inki ng Account to the pur�hase  
of  Term Bonds of  such Ser i e s  and maturity at publ ic o r  pt"iva t e  sal e , a s  and 
when and at such pr ice s  ( inc luding brokerage and othe r charge s , but exc l uding 
accrued ir:teres t ,  whi ch i s  ;.,ayabl e f rom the Interest Fund ) as  i s  di rected by 
the D i s t r.:.ct , except that  t:1e purchase  ;;,rice { exc luding acc rued intere s t , .:.n 
the case of Current ::nter-est  Bonds ) sha l l  not exceed the pr-inc ipa l  3.mount or­
Accreted Value <:he reof . I f , dut"ing the 12-month 2e r iod ( or  s i x-month ;:ienod 
with respect to Bonds having semi-annual Mandatory S i nking 1\ccount ?aymer.ts }  
immediately preceding said Mandatory S inking Account Payrn�nt dat e , the Tr-ustee  
has purchased :erm Bonds of  such Ser ies  and matur ity w i th moneys in  such 
Sinking .;ccount , or , duri ng said per iod and prior to giving said  not ice  of 
redemption ,  the Distr i ct has depos i te d  Term Bonds of such Ser i e s  and ma turity  
w i th the  Trustee , or  Term Bonds of such Ser i es and matur i ty were  at  any t ime 
purchased or redeemed by the Trustee  from the �edempt ion Fund and a l locable  to 
sa i d  Mandatory Sinking Account Payment , such Te rm Bonds so pur-chased  or 
depos ited or redeemed sha l l  be app l i ed ,  to the ext ent of the ful l princ i pal 
amount thereof , to :::-educe said Mandatory Sinking .:\ccount Payment . Al 1 Term 
Bonds purchased o:::- depos i ted pur-suant to thi s subsection sha l l  b e  cance l l ed by 
the Trustee and de st royed by the T rustee and a c e rt i f icate of dest ruct i on 
sha l l  be del iver-ed to the J i s t r ict by the Truste e .  J>.ny amounts rema ini ng 1 n  a 
S inking Account when a l l  of the Term Bonds for which  such account was 
establ i shed are no longer Outstanding 3ha l l  be withdrawn by the T rustee  and 
t ransferred to the Distr ict to be used for any lawful purpose . Al l Te rm Bonds 
purchased :rom a Sinking Account or depos ited by the D i s t r ict  with the Trustee 
in  a twel ve-month per iod ending May 3 1  {or in a s i x-month per i od ending �ay 31 
o r  November 30 with respect: to Bonds having semi-annual �andatory S inki ng 
Account Payments }  and prior  to the giving of not i c e  by the T rustee  for 
redemption from Mandatory S inking Account Payments for such pe r i od sha l l  be 
a l located f i rst  to the next succeeding Mandatory S i nking .:\ccount Payment for 
such Ser i e s  and rnaturi ty of Term Bonds , :i.f  any , occurr i ng on the next June 1 
o r  Dec ember  1, then as a c redi t against such future Mandatory S i nking .a.ccount 
Payments for such Ser ies  and maturi ty of Te rm Bonds as may be spec i f i ed in a 
Reques t  of the D i strict . Al l T e rm Bonds redeemed ':;;y the Trus t e e  f rom the 
Redemption Fund sha l l  be  c redited to such future · Mandatoi::-y Sinking Account 
Payment s for- such Se ries  and matur ity of Term Bonds as may be spec if ied  in a 
Reques t  of the Distr ict . 

Funding and Appl i ca t i on of .Bond Res e ::-?e :\.:.nd 

In l i eu of making the Bond r(ese r·1e Requirement depo s i t  des c r ibed above 
under " Addit ional Indebtedne s s ' ' and "Funds and Accounts ;  .:; 1 1ocat ion of  
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Revenues , "  or in replacement of moneys then on deposi t  in the Bond Reserve 
Fund { which sha l l  be transferred by the Trustee to the Distr i ct } ,  the D istr ict  
may de l iver to the  T rustee  an  irrevocable l et t e r  of  credit  is sued ty  a 
f inancial  instituti on having unsecured de-bt obl igations rated in on� of the 
two highest Rat ing Categories  of Moody ' s  and Standard & Poo r ' s and rated not 
less  than the rating on the Bonds { exc luding any rating attr ibutable to a 
letter of credit , insurance pol icy or othe r cred i t  enhancement secur ing the 
Bonds ) ,  in an amount , '.:ogether with moneys , Investment Securit ies  or surety 
bonds or insurance pol ic i es ( as descr ibed in the fol lowing paragraph ) on 
depos i t  in the Bond Reserve Fund , equal to the Bond Reserve Requi rement . Such 
letter of credi t sha l l have an origina l  term of no l ess  than three ( 3 )  years 
or , i f  less , the maturity of the Series  of Bonds in connect ion with whi ch such 
l etter  of credi t was obtained and such letter of c redi t sha l l  provide by i t s  
terms that i t  may b e  drawn upon as provided in  this secl: ion . .Z>.t 2. east one 
year prior ':o ':he stated expi ration of such letter  of credi t , the D i st r ict 
sha l l  e i the r ( i )  ae .l. l ve r  a replacement letter of credi t ,  ( i i )  de l ive r an 
extens ion of the letter  of credit for at least an addit ional year  or . if l ess , 
the maturi ty of the Series of Bonds in connection with which such l etter  of 
c redit was obtained , or ( i i i }  de l i �,e r to the Trustee a surety bond or an 
insurance pol icy sat i sfying the requi rements descr ibed in the fol lowing 
paragraph . Upon del ive ry of such replaceme:1t l e tter of c redi t ,  extended 
l etter of credi t , or surety bond or insurance poucy , the Trustee  sha l l  
de l iver the then-effect i ·:e : etter  of credit to o r  upon the orde r of the 
District . If the D i s tr i ct sha l l fai 1 to depo s i t  a replacement l etter  of 
credit , extended letter  of credit or surety bond or  insurance pol icy with the 
T rustee , the Distt"ict shall immediate ly comme:xe to make monthly deposits  wi th 
the Trustee so that an amount equa l to the Bond Reserve Requ i rement wi l l  be on 
depos i t  in the Bond Reser·Je Fund no later than the stated expi rat ion date of 
the letter  of c redi t . If an amount equal to the Bond Res e rve Requi rement as 
of the date fol lowing the exp i rat ion of the letter of credit  i s  not on depos it  
in the Bond Reserve Fund one week  prior to the stated expi rat ion date  of the 
letter of credit ( exc l uding from such determination the letter  of credi t ) , the 
Trustee shall  draw on the letter  of credit to fund the def i c i ency resul ting 
the refrom in the Bond Res erve Fund . 

In l i eu of making the Bond Reserve Requi rement depos i t  in compl iance with 
the provisions of the Indenb.:re descr ibed above under "Addi t i onal 
Indebtedness"  and ' 'Funds and Accounts ;  Al locat ion of Revenues , "  or in 
replacement of moneys then on deposi t  in the Bond Reserve Fund ( which sha l l  be 
transfe rred by the T rustee to the District ) ,  the D istrict  may de l iver to the 
Trustee a surety bond or an insurance pol icy securing an amount , togethe r with 
moneys , !nves tment Secur i t i es or  letters of credit on depos i t  in the Bond 
Reserve F1 

• .md , equal to the Bond Reserve Requi rement . Such surety bond o r  
insurance pol icy sha l l  b e  i s sued by an insurance company whose  unsecured debt 
obl igat ions (or for whi ch obl i gations secured by such insurance ::ompany ' s 
insurance pol icies ) a re rated in  one of the two highest Rating Categories  of 
Moody ' s  and Standard & Poor ' s  and rated not less  than the rat ing on the Bonds 
{ excluding any rat ing a�t r ibutab le  :o a :etter of c redi t , insurance ?Ol icy or 
other credit enhancement 2ecur1ng the Bonds } .  Such surety bond or insurar.ce 
pol icy sha l l  have a t e rm of no less  than the maturity of the Se r ies of Bonds 
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in  connection wi th whi ch such surety bond or insurance pol icy was obtained . 
In  the event that such surety bond or  insurance pol icy for any reason lapses  
or  expi res , the D i s trict  sha l l  immediately  implement ( i }  or ( i i i )  of  the 
preceding paragraph or make the requi red deposits  to the Bond Res e rve Fund . 

Al l amounts in the Bond Reser·,e F;.md ( inc l uding a l l  amounts which may be 
obta ined from letters of cred i t  and surety bonds and insurance poli c i es on 
depos it in the Bond Res e rve Fund ) sha l l  be used and w ithdi:-awn by the Trustee , 
as hereinafte i:- de scribed , so l e l y  for the purpose of making up any def i c i ency 
in  the Interest Fund or the Princ ipa l  Fund , or  ( togethe r with any othe r �oneys 
ava i lable therefor ) for the pa-yment or redempt ion of a i l  Bonds then 
Outstanding ,  or for the pa:nnent of the fina l  pri nc ipa l and i nte rest payment of 
a Series of Bonds i f , fol lowing such payment , c.he amounts in the Bond Rese r·1e 
Fund ( including ::i.e amounts 'tThich may be obtained from l etters  of credit and 
surety bonds and insurance ;io l ic i es on depos i t  the rein } ·r1i l l  equal the Bond 
Res e rve R.equi rement . The :' ::-ustee  shall .  on a pro rata bas i s  ;i ith eespect to 
the port ion of the Bond Res e rve ?und he ld in cash or Investment Secur ities  and 
amounts :1e ld  in the foem of : etters of credit and amounts he ld  in the form of 
surety bonds and insurance  2oi ic i es ( calculated by refeeence to the max imum 
amounts of such l etters of c redit  and surety bonds and insurance pol ic i e s  and 
the amount of the ini t ia l  depos i t  of such cash and Investment Securit i es } ,  
draw under each letter  of c redit  or  surety bond or i nsurance pol i cy i ssued 
with respect to the Bond Rese :r·,e Fund , in a t ime ly manner and pursuant to the 
te rms of such l ette r of c redit  O t"  surety bond or insueance pol icy to the 
extent necessar:/ in oeder to obta in sufficient funds on the date  such funds 
are needed to pay the Bond Obl igat ion of , Mandatoey S inking Account ?ayments 
w i th respect :o , and int e rest on the Bonds when due . To the extent provi ded 
in a letter of credit , insurance pol icy or surety bond or in  the Suppl ementa l  
Indenture pursuant t o  which a Se r i es  of Bonds i s  i ssue d ,  such insteument oe 
portion of the Bond Res e rve F:.md may be avai lab l e  to pay only  the Seei es  of 
Bonds foe whi ch i t  was obtained or to whi ch it  ee lates . In such event , a l l  
othe r amounts o e  instruments on deposit  i n  the Bond Reserve Fund shal l  not be 
avai lable  for payments with respect to such Seri es of Bonds , but sha l l  be 
appl ied by the T rustee to payments with respect to a l l  or s uch other Series  of 
Bonds not so sec�red . The Bond Res e rve Fund , in such an instance , sha l l  be  
composed of  segregated accounts which sha l l s eparately secure a Ser ies  or  
S e r i es of Bonds . ::::n the event that the Teustee has notice  that any payment of 
principal  of or int e rest  on a Bond has been recovered f eom a Bondowne r  
pursuant t o  the Uni t ed States Bankruptcy Code b y  a t rustee in  bankruptcy in  
accordance with the f ina l , nonappealable  order of  a court having competent 
j ur isdiction ,  the Trustee . ;?ursuant to and provided  that the terms of the 
letter  of credit or surety bond or bond insurance pol icy , i f  any . securing the 
Bonds so provide , sha l l  so not ify the Distri ct thereof and draw on such letter  
of  credit or  surety bond or po l icy to  �he iesser  of  the extent required or  the 
max imum amount of such :ettee  of credit or  surety bond or pol icy in cede r to 
pay to such Bondowne rs <:he princ i pal  of and interest  so recovered . Any 
amounts in the Bond Reser·:e ?und 1n excess  of the Bond Res erve �equi rement 
sha l l  be t:::-ans f e rred by the Trustee  to :he J istnct  on ,June l and Decemb e r  J. 
of each year ; provided that such  amoun':s shal l be transfe rred only from the 
portion of the 3ond Res e rve ?und he ld  in  the foem of cash oe Invest:nent 
Securi ties . 
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Appl i cation of Redempti on Fund 

The Trustee sha l l  e stab l i s h ,  maintain and hold  in t rust a spec ial  fund 
des ignated as the ' 'Redempt ion Fund . " Al l moneys depos ited  by the D istrict  
with the Trustee  for the purpos e  of  optiona l l y redeeming Bonds of  any Ser i e s  
sha l l , unless  othe rwise  d irected by the D i s t r i ct , b e  depos ited i n  the 
Redemption Fund . Al l amounts depos i ted in the Redemp t i on Fund sha l l  be used 
and wi thdrawn by the T rustee  sol e ly for the purpose  of redeeming Bonds of such 
Series , in the manner ,  at  the t imes and upon the terms and condi t ions 
spec if ied in the Supplemental Indenture pursuant to whi ch such Series  of Bonds 
was created;  provided that , at any t ime prior  to giving such not ice  of 
redemption ,  the T rustee sha l l ,  upon rece ipt of a Request of the D istr ict , 
app ly such amounts to the purchase of Bonds of such Ser ies  at pub l i c  o r  
private sal e , a s  and when and a t  such pri ces < inc l uding brokerage and othe r 
charges ,  out exc luding ,  .:.n the ::ase of :::::ui:-rent I nt e rest:  Sends , accrue d  
interes t , whi ch is  payab l e  from the Interest Account ) as i s  di rected :i y  the 
District , except that the purchase  price ( exc lus ive of such acc rued int e rest ) 
may not exceed the �edempti on Pr ice  or Accreted Value then app l i cable  to such 
Bonds . Al l Term Bonds purchased  or redeemed f rom the Redempt ion Fund sha l l  be 
a l located to Mandatory Sinking Account Payments app l i cable  to such Series  and 
maturity of Term Bonds as may be specified in a Request of the District . 

Application of Proceec.s of 1991  Series  A Bonds 

The proceeds of the sa l e  of the 199 1 S ·� :::-i es  'A Bonds sha l l  be depos ited 
with the T rustee and shal l  be he ld  in t rust and s e t  aside by the T rustee  as 
fol lows : 

( a )  The Trustee sha l l  depos it  in  the Interest  Fund the amount of 
such proceeds represent i ng int e resti accrued on the 199 1 Se ries  A Bonds to 
the date of delive ry thereof . 

( b }  The T rustee sha l l  depos it in the Bond Res e rve Fund an amou:.1t 
equa l to the Bond Rese rve Requi rement . 

( c )  The rema ining proceeds from the sale  of the 199 1 Series  A Bonds 
sha l l  be transfe rred by the Trustee to the D i s t rict  for depos i t  into the 
Project Fund e stabl i shed unde r the Indent ure . 

Establ ishment �nd 'Appl i cat ion of Project  Fund 

�he District  sha l l  estab l i sh ,  ma intai n  and hold in t rust a sepa rate  fund 
des ignated as the " Proj ec t  Fund . " The moneys in the P roj ect  Fund sha l l  be used 
and withdrawn by the D i str ict  to pay -che costs  of the Proj ect , inc luding 
re imburs ing i�se l f  for funds advanced for the ini t i a l  purchase  of the 
D i st rict ' s  adminis t ration bui l di ngs and the Costs  of Issuance of the ::. 9 9 1  
Series  A Bonds . Al l inves tment earnings on funds he l d  in  the Proj ect Fund 
sha l l  be depos ited  in the Pro j ect  Fund unless  d i rected by the Dist rict  to be 
depos i ted in the Rebate Fund . 
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When the District det e rmines that the j?ortions of the Proj ect to be  
financed with the proceeds of the 199 1 Series  A Bonds has been comp leted , a 
Cert ificate of the D i s t rict sha l l be  de l ivered to the Trustee  by the Distric t  
stating ( i )  the fact and dat e  of such completion,  ( i i )  that a l l  of the costs 
thereof have been det e rmined and paid  { or that a l l  of such costs have been 
paid less speci f i ed clai ms which are subj ect to dispute and for which a 
retention in the P roj ect Fund w i l l  be maintained by the District in the ful l 
amount of such cla ims unt i 1 such dispute 1s  resolved ) and ( i i i ) that the 
Trustee :s  to depos it , upon rece ipt : r:-om the D i st!"ict , the remaining ba lance 
in the Proj ect Fund , l ess  the amount of any such retention , to the Redemption 
Fund and apply  such funds to the purchase  or redempt i on of matur ities  of 199 1  
Series  A Bonds des ignated by the iJist:rict . Upon the receipt of such 
Cert ificate and funds , the T rustee sha l l  depos i t  the amount received f rom the 
D i st rict , be ing the amount: remaining in the Pro j ect Fund l e s s  the amount of 
any ;uch retenti on , to the Redemption Fund to be used for the purchase or 
redempt ion of 1 9 9 1  Se r ies  A Bonds as soon as pract i cabl e  in accordance ;;i th 
the foregoing C e rt i f i cate and t�e terms and condit ions of the Indenture .  

Investment of �onevs in  Funds and Accounts .  

Al l moneys in  any of the funds and accounts r:e ld  by the Tr:-ustee  and 
estab l ished pursuant to the Indenture sha l  1 be invested , as dii:ected by the 
District , so l e l y  in Investment Securities . .�1 1  Investment Securities  sha l l  
be , a s  directed by the Dist r ict i n  writ ing o r  by t e lephone , prompt l y  ,:onf i rmed 
in  writing ,  be acqui red sub j ect to the l imitations desc r i bed ::ie low under 
"Covenants of the D istr ict--Tax Covenants , "  the l imitations as  to maturi t i e s  
hereinafter i n  thi s section described and such add i t iona l l imi tat ions or 
requi rements cons istent with the foregoing as  may be e s tab l i shed by Request  of 
the District . If and to the extent the Trustee does not rece ive investment 
instruct ions from the D istr ict  with respect to the moneys in the funds and 
accounts he ld by the ,., rustee pursuant to the Indenture , such moneys sha l l  be 
invested in Investment Securit ies  described in c lause ( x i i )  of the def init ion 
thereof and the T rustee  shal 1 :hereupon reques t  inves tment inst ructions from 
the District for such moneys . 

Moneys in the Bond Res e rve Fund sha l l  be  i nvested in Investment 
Securities  ava i l ab l e  on demand or matur ing within  f ive yea rs of the date  of 
such investme�t . Moneys in the remaining funds and accounts sha l l  be invested  
in Investment Secur i t i es maturing or  avai labl e on  demand not later  than the 
date on which it is est imated that such moneys wi l l  be  requi red by the T rustee . 

Investment Securi ti e s  purchased with moneys on depos it in  the ?r i nc i pal 
Fund , Interest  Fund and Bond Reser·Je Fund , to the extent such Investment 
Securities  are requi red by the definit ion �hereof to ba rated� sha l l  b� rated 
not less than the rati ng on the Bonds ( excluding any rat ing of the Bonds 
attributable  to a l etter  of credit ,  insurance pol icy or other c redi t 
enhancement secur ing the Bonds ) .  

Unl ess otherwise  provided in a Suppleme�tal  Indenture , al l int e rest , 
prof i ts and othe r income rece ived  from the inve stment of moneys in any fund or 
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account , other than the Rebate Fund, sha l l  be t rans fe rred to the Revenue Fund 
when received .  A l l  int erest , profits  and other income rece i ved f rom the 
investment of moneys in the Rebate Fund sha l l  :- e  depos i t ed in the Rebate Fund , 
except as des c r ibed below under ' 'Covenants of the D istrict--Tax Covenants . ' ' 
Notwithstanding anything to the contrary contained i n  this pa ragraph , an 
amount of inte rest recei ved with respect  to any Investment Security equal to 
the amount of acc rued interest , i f  any , pa id  as  pa rt of  the purcha s e  pr ice  of 
such Investment Security sha l l  be c redited to the fund or account from whi ch 
such accrued interest  was pai d .  

Al l Investment Securi t i e s  c redit ed to the Bond Res e r·ve Fund sha l l  be 
va lued as of May 31 and November  30 of each yea r  ( or the next succeeding 
Bus iness Day i f  such day is  not a Bus iness  Day )  at  the i r  fai r  ma rket ·:alue 
determined to the extent practical by reference to the c los ing bid  pr ice  
the reof publ ished in The Wal l  Street Journal o r  any other financ ial  
publ icat ion or  quotat�on s e rvice sel ected by  the  Trustee  in i t s  sole  
discretion .  

The �rustee  may comming l e  any o f  the funds or  accounts estab l i shed 
pursuant to the Indenture into a s eparate  fund or funds fo r inves tmer.t 
purposes only ,  provided  that a l l  funds or accounts held by the Trustee  sha l l  
be accounted for sepa rate ly  as requi red by the Indenture and , provi ded  
furthe r ,  that such comming l i ng sha l l  not be  al lowed to  the extent the D i s t ri ct 
so inst ructs the Trustee , to accommodate  rebate  calculat ions . The Trustee  �ay 
act as princ ipa l  or agent i n  the making or dispos ing of any investmen-.: and , 
with the prior written cons ent of the D i st r ict may impose its  customary cha rge 
the refor . The T rustee  may se 11 at the best pr i c e  obtai nabl e ,  or  present for  
redempt ion , any Investment Securiti e s  so  purcha sed  whenever it  shall be 
necessary to provide mone7s to  meet any requ i red payment , t ransfe r ,  wi thdrawa l 
or  disbursement from the fund or account to which such Investment Secur ity i s  
c redited , and the T rustee sha l l  not be l iabl e  o r  respons ib l e  for any loss  
resulting from such investment . 

The Distr ict  may and the Trustee  sha l l , upon the Reques t  of the Di str ict , 
enter  into a financial  futures or f inanc ia l  opt ion contract with an ent i ty the 
debt secur i t i e s  of whi ch a r e  rat ed in the highes t  sho rt -t e rm or one of the two 
highest long-te rm Rating Cat egories by Moody ' s  and Standard & Poor ' s .  

The D i str ict  may nd the T rustee  shal 1 ,  upon the Reques t  of the D i st r ict , 
and provided that the Trustee  i s  supp l i ed with an Opinion of Bond Counsel  to 
the effect that  such act i on is permi tted under the laws of the State  of 
Cal ifornia , ent e r  1 nto an int e rest rate  swap agreement corresponding t o  the 
interest :at e or rates  payabl e  on a Series  of Bonds or any port ion the reof and 
the amounts :-ece ived  by the Ji s trict or the T rust e e , if any , pursuant to such 
a swap agreement �ay be app l i ed to the depos i t s  requi red under the :ndenture ;  
in which case , the entity with which r.:he D i str i ct or the Trustee  rr.ay contract 
for an interest  rat e  swap i s  l imi ted to ent i t i e s  the debt s ecurit i es of whi ch 
are rated in the highest shori::-term or:- one of the two highest 2.ong-ter:n debt 
Rat ing Categor i e s  by Moody ' s  and Standa rd & Poor ' s .  If  the Di s t r i c t  so 
des ignates , amounts payabl e  ·,..mde r the i nte rest  rate swap agreement sl":.a l l  ;:,e 
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secured by Revenues and other assets pledged under the Indenture to the Bonds 
on a parity basis therewith and, in such event, the District shall pay to the 
Trustee for deposit in the Interest Fund , at the times and in the manner 
provided by the Indenture , as described above under ' 'Funds and ,\ccounts ; 
Allocation of Revenues , ' ' the amounts to be paid under such interest rate swa.-p 
agreement, as if such amounts were additional interest due on the Bonds to 
which such interest =ate swap agreement relates, and the Trustee shall pay to 
the other party to the intere_st ::-ate swap agreement, to the extent required 
thereunder, amounts deposited in the Interest Fund for the payment of interest 
on the Bonds with respect to which such agreement was entered into. 

The Trustee shall keep pi:-oper books of record and accounts -:::ontaining 
complete and correct en:ries of all  transactions made by it relating to the 
receipt , investment , ::iisbursement, allocation and application of the :noneys 
related to the Bonds, including moneys de::-i ved fr:-om, pledged to , or to be  used 
to make payments on the Bonds . Such reco::-ds shall specify the account or fund 
to which each investment ( or portion thereof ) held by the Trustee .:.. s  to !:)e 
allocated and shall set fot"th , in the case of each investment security , ( a }  
its purchase price . ( b )  identifying information, including par amount , coupon 
rate, and payment dates, ( c } the amount t"eceived at maturity or its sale 
price , as the case may be, incl uding accrued interest, ( d )  the amounts and 
dates of any payments made with respect thereto ,  and (e ) the dates of 
acquisition �nd disposition or maturity . 

The Trustee shall also provide to the District , in accordance ·,1i th a 
Request of the D istrict, with respect to each Investment Security such 
doctunentation as is reasonably available to the Trustee and i s  required by the 
Code or other applicable law to be obtained by the District as evidence to  
establish that each investment had been acquired and disposed of  on an 
established market in an arm ' s-length transaction at a price equal to its fait"  
market value and with no  amounts having been paid to  t"educe the yield on the 
investments ,  or shall be United States Treasury Obligations-State and Local 
Government Series as set forth 1n the Tax Certificate. 

Covenants of the 9 istrict 

The District covenants in the Inderrt·J.re, among other things, that; 

(i } Punctual Pavment. The D istrict will  punctual ly pay or- cause to 
be paid the principal or Redemption Price of and interest on a l l  the 
Bonds, in strict conforrni ty with the terms of the Bonds and of the 
Indenture, according to the true intent and meaning thereof , and sha ll  
punctual ly pay or causa to be paid all Mandatory Sinking Account 
Payments , but in each case only out. of Revenues as provided in  the 
Indenture. 

(ii ) Extension of Pavment of Bonds . The District will not directly 
or indirectly extend or assent to the extension of  the maturit1 of  any of 
the Bonds or the time of payment of any Bonds or:- c�aims for interest by 
the purchase or funding of such Bonds or claims for interest or by any 
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other arrangement and in cas e  the maturity of any of the Bonds or the 
t ime of payment of any such c la ims for int e re st shal l  be extende d ,  such 
Bonds or c laims for intet'est sha l l  not be ent i t led ,  in cas e  of any 
defaul t unde r the Indenture , to the benefits  of the Indenture , except 
subj ect to the prior payment in ful l of the pr inc ipal of a l l  of the Bonds 
then Outstanding and of all  c la ims for int erest  thereon which  sha l l  not 
have been so extended .  Nothing desc ribed herein sha l l  be deemed to : imit  
the right of the D i str ict to  is sue bonds for the purpose of  refunding any 
Outstanding Bonds , and such i s suance sha l l  not be deemed to const i tute an 
extens ion of matur i ty of Bonds . 

( i i i }  
o i:- plead 
advantage 
in force 
Indenture 
or  laws 
law .  

Waiver o f  Acts . The D i str ict wi l l  not at any time ins ist  �pon 
in any manner whatsoeve r ,  or c la im or take the benef i t  oi:­

of , any stay or  extens ion of  law now or at  any t ime '."lereafter  
that may affect the covenants and agreements :ontained  in  :he 
oi:- in the Bonds , and a l l  benefit  or  advantage of any such law 

is expi:-es s ly  waived by the D i strict  to the extent p_e rmi tted by 

( iv )  Further As surances . The D i str ict  wi l l  make , execut e and 
de l ive r any and a l l  such inst ruments and ass urances as may be reasonably  
necessary or  ? roper to carry out the intention oi:- to  fac i l i tate :he 
pe rfo r:manc e of the Indenture and foi:- the bett e r  assurir.} and conf i rming 
unto the Owne rs of the Bonds of the r ights and benef its  prov ided  in 1:he 
Indenture . 

( v )  Against 2nc�J.rnbranses . :'he District wi l l  not c r:eate any pl edge , 
l i en or  cha rge upon any of the Sa les  :ax Revenues having priori ty over or  
having par ity with  the  l i en of the  Bonds except only as permitted in  the 
Indenture . 

( vi ) Accounting Recor:�s and Financ ial  Statements . The D i s t r i ct wi l l  
at a l l  t imes keep , o r  cause to be kept , proper books of recoi:-d and 
account , pi:-epared  i n  accordance with genera l l y  accepted account ing 
pr inc iples , in  which complete and accurate ent r i es shall be made of a l l  
transact i ons relat ing t o  the Revenues .  Such books o f  record and account 
sha l l  be  ava i lable  for inspect ion by the Trustee  at reasonable  hour:s and 
under reasonab l e  c 1 rc:.unstances . 

The D i s t ri ct  wi l l  furnish  the Trustee , within one hundred e ighty 
( 1 80 ) days aft e r  the end of each F i scal  Year ,  the financia l  s tatements of 
the D i strict  r:elat ing to the Revenues for such Fiscal  Yea i:- ,  togethe r w i th 
the report  and opinion of an independent c e rt ified pub l i c  accountar:t 
s tat ing that the financial  statements have been ;;repared in  accor:dance 
with gene ral ly accept ed account ing pi:- 1nci ples  and that such accountant ' s  
e xaminat ion of the financial  statements was pe rformed in accordance w i th 
gene ra l l y  accepted audit ing standards and a Cert i ficate of the chi ef 
financial  off icer  of t.he District stat ing that  no event which const i tutes 
an Event of Default or which wi th the g iving of notice  or the 9assage  of 
t ime o r  both woul d :::onst i  tut e an E·,1ent of :Jefaul t has occurred  ar.d is 
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continuing as of the end of such Fiscal Year , or specifying the nature of 
such event and the actions taken and proposed to be taken by the District 
to cure such default. Thereafter , a copy of such financial statements 
wil l be furnished to any owner of Bonds upon written request to the 
District. 

(vii ) Col lection of Sales Tax Revenues. The District covenants and 
agrees that it has duly l evied a t ransactions and use tax i:1  accordance 
with the Act, pursuant to and in accordance with the Ord�nance , duly 
passed and adopted by the District. Said Ordinance has :1.ot and will not 
be amended , modified or altered so long as any of the Bonds are 
Outstanding in any manner which would reduce the amount of or timing of 
receipt of Sales Tax Revenues , and the District wil l continue to levy and 
col lect such transactions and use taxes to the ful l amount ;;>ermi tted by 
law .  The D istrict further ::ovenants that it :1as entered into an 
agreement with the State Board of Equalization under and pursuant to 
which the State Board of Equalization wil l process and supervise 
collection of said transactions and use :axes and wil l  transmit Sales Tax 
Revenues directly to the Trustee. Sa id agreement wil l  be continued in 
effect s o  long as any of the Bonds are Jut standing and shal l :1.ot be 
amended, modified or altered without the writr.en consent of :he Trustee 
so long as any of the 3onds are Outstanding. The Jistrict wil l  -::-eceive 
and hold in trust for ( and remit immediately to ) the Trustee any Sales 
Tax Revenues paid to the District by the State Board of Equal i zation. 

Sales Tax Revenues received by the Trustee shal l be transmitted to 
the District as described above '..lnder "Funds and Accounts ; Al location of 
Revenues '' ; provided that , juring the continuance of an Event of Default, 
any Sales Tax Revenues r�ceived by the Trustee shal l  be applied first to 
the pa:nnent of the costs and expenses of the Trustee in declaring such 
Event of Defaul t  and 9ursuing remedies , including reasonable compensation 
of its agents , attorneys and counsel, which costs and expenses sha l l  be 
paid from the Revenue Fund , and second, to deposit into the Interest Eund 
and Principal Fund and to the payment of Parity Debt as more ful ly set 
forth in the Indenture and as described under "Events of Default . " 

The D istrict covenants and agr':!es to separately account for al l 
Revenues and to provide to the Trustee access to such accounting records 
at reasonable hours and under reasonable circumstances. 

The District covenants that so long as the Bonds are Outstanding, it 
will not, to the best of its ability , suffer or permit any change , 
modification or alteration to be made to the Act which would material ly 
and adversely affect the rights of Bondholders. 

Rebate Fund. The Trustee shall establish and maintain a fund separate 
from any other fund established and maintained under the Indenture designated 
as the R�bate Fund. Within the Rebate F'..lnd, the Trustee shal l maintain such 
accounts as sha l l  be necessary 1n order to comply with the terms and 
requirements of the Tax Certificate. s�bject to the transfer provisions 
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described below , all money at any time deposited in  the Rebate Fund shall be 
held by the Trustee for the account of the District in trust , to  the extent 
required to satisfy the Rebate Requirement (as defined in the Tax 
Certificate ) ,  for payment to the federal government of the United States of 
Allledca, and neither the Trustee :1or the Owner of any Bonds shall have any 
rights in or claim to such money. All amounts deposited into or on deposit in 
the Rebate Fund shall be governed jy the Indenture and by the Tax 
Certificate. The District covenants to comply  with the directions contained 
in the Tax Certificate and the Trustee covenants to comply with all written 
instructions of the District delivered to the Trustee pursuant to the Tax 
Certificate ( which instructions shall state the actual amounts to be deposited 
in or withdrawn from the Rebate Fund and shall not require the T :ustee to make 
any calculations with respect thereto ) .  The Trustee shall be deemed 
conclusively to have complied with the provis ions of the Indenture described 
in this paragraph if it follows such i:1structions of the Jistrict , and t:ie 
Trustee shall have no liability or responsibil ity to enforce comp l iance by the 
District with the terms of the Tax Certificate nor to make �amputations ::.n 
connection therewith. 

The Trustee shall invest all amounts held in the Rebate Fund , pursuant to  
written instructions of the District , in Investment Securities, subject to tl:e 
restrictions sat forth in the Tax Certificate. 

Upon receipt of the instruct ions of the District ,  the Trustee sha l l remit 
part or al 1 of the balances in the Rebate :und to the ferJeral government of 
the United States of America , as directed. In addition , if such instruct i ons 
so direct, the Trustee will depos it moneys into or transfer moneys out of the 
Rebate Fund f rom or into such accounts or funds as directed. Any funds 
remaining in the Rebate ?und after redemption and payment of all of the Bonds 
and payment and satisfact ion of any Rebate Requirement , shall be withdrawn and 
remitted to  the D istrict in accordar.ce with a Request of the District . 

Notwithstanding any other provision of the Indenture, including in 
particular the def easance prov is ions thereof, the obligati on to  remit the 
Rebate Requireme-nt to the federal governrne-nt of the United States of America 
and to comply with all other requirements of this section and the Tax 
Certificate shall survive the defeasance or payment in full of the Bonds. 

The District shall retain all records with respect to the calculat ions 
and instructions described herein for at least s i x  years after the date on 
which the last oi the principal of and interest on the Bonds has been paid , 
whether upon maturity or prior redemption thereof. 

Tax Covenar.ts . The District covenants that it will not take any action, 
or fail to take any action , if any such act ion or failure to take act ion would 
adversely affect r.he exclusion from gross income of the interest on the Bonds 
under Sect ion 103 of the Code : provided that , prior to the i ssuance of any 
Series of Bonds , the District may e:-:dude the application of these covenants 
and the covenants described above 'J.nder ' 'Rebate ?und" to such Ser i es of 
Bonds . Without limiting the general ity  of the foregoing, the Dist ::- ;.. ct shal 1 
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comply with a l l  requi rements and covenants contained  in the Tax Cet't i f  icate-. 
In the event that at any t ime the D ist rict  is of the op inion that i t  is  
neces sary to  restrict  or l imit  the yi e ld  on the inves tment of any moneys held 
by the T rustee under the Indenture , the D i s trict  sha l l  so inst ruct the Trus tee  
in writing ,  and the Trustee  sha l l  take such action as  may be necessary in 
accordance with such instructions . 

Notwithstanding any provis ion of the I ndenture des c ribed in this  
subsection and above unde r ' ' Rebate  Fund , ' ' i f  the District  sha l l  rec e i ve an 
Opinion of Bond Counse l  to the effect that  any act i on requi red as desc r ibed 
here in and therein is no long e r  requi red , or to the effect that  some further 
act ion i s  requi red , to mai ntain  the exc lus ion from gross income of the 
interest on the Bonds pursuant to Sect ion l 0 3  of the Code , the D i s t r ict  and 
the Trustee :nay rely conc lus ive ly on such opinion in complying wit:h the 
provis ions hereof , and the covenant s he reunde r sha l l  be deemed to be modi f i ed 
to that extent . 

Modi ficat ion o r  Amendment :;f the Indentut:'e 

Amendments Requi r ing the Consent of Bondowne rs . The Indenture and t:-1e 
rights and obl igations of the D i st rict , the Owners  of the Bonds and the 
Trustee may be modified or amended f rom t ime to t ime and at  any t ime !::y a 
Supplemental :ndenture , whi ch the D is trict  and the T rust e e  may ent e r  i nto with 
the wri tten consent of the Owners of a ma Jority in aggregate  amount of Bond 
Obl igation of the Bonds ( or , if such Supp l emental Indenture i s  onl y  appl icab l e  
to a Series of Bonds , such S e r i e s  o f  Bonds } �hen Outs tanding sha l l  have been 
f i l ed with the Trus t e e ; ?rovide d  that if  such modif icat ion or  amendrne:;t wi l l , 
by its  terms , not take effect so long as  any Bonds of any particular  matur i ty 
remain Outstanding , the consent of the Owner s  of such Bonds sha l l  not be 
requi red and such Bonds shal l not be deemed to be Out standing for the purpose  
of any ca lculat ion of Bonds Outstandi ng for  purposes  o£ this sect ion . 

The Indenture and the dghts and obl igations of the Dist rict and of the 
Owners of the Bonds and of the Trustee may also  be modified or amended at any 
time by a Suppl emental Indenture entered into by the District  and the T rustee  
whi ch sha l l  become binding when the written consents of  each  p rovider of a 
l etter  of credit or  a pol i cy of bond insurance for the Bonds shall have been 
fi l ed with the Trustee , provided that at  such t ime the payment of a l l  the 
princ ipal  of and i nterest on all  Outstanding Bonds sha l l  be insured by a 
pol i cy or pol i c ies of munic ipal bond insurance or payabl e  unde r a l etter  of 
c redit  the provider of which sha l l  be a f inancia l  ins t itution or assoc iat ion 
having unsecured debt obl iga t i ons rated , or insur ing or secur ing other debt 
obl igations rated on the bas i s  of such i nsurance or  l etters  of c redi t , in one 
of the two iighes t  Rating Categorie s  of Moody ' s  and Standard & Poor ' s . 

�Io such mod i fi cat i on or amendment sha l l  ( a ) extend the fi xed maturi ty of 
any Bond , or reduce the amount of pr inc ipa l  the reof , or  ext:end t.he t ime of 
payment or reduce the amount of any Mandatory Sinking Account Payment 9rovided 
for t.he payment of any Bond , or r educ e the rat e  of interest the reon , or  extend 
the c ime of payment of ::.nterest  thereon , or  reduce any pre:nLL-n pa1·ab le  �pon 
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the redemption the reof , without the consent of the Own e r  of each Bond so  
affected , or ( b )  reduce the aforesaid pe rcentage of Bond Ob l igat i on the 
cons ent of the Owners of which is requi red to effect any such mod i f i cat i on or  
amendment , o r  pe rmi t the creat ion of any l i en on the Revenues and othe r ass e t s  
pledged ' . .mder  the Indenture prior  to  o r  on a pari ty w i th the l i en created by 
the Indenture , or deprive the Owne rs of the Bonds of the 1 i en c reat e d  by the 
Indenture on such Revenues and othe r ass ets { in each cas e , except as e xp re s s l y  
p rovided i n  the Indenture ) ,  wi thout the consent o f  the Owne rs o f  al l o f  the 
Bonds then Outstanding . I t  shal l not be necessary for the cons ent of the 
Bondho lde rs to approve the part icular form of any Supp lemental Indenture , but 
it shal l be suff ici ent if  such cons ent shal l approve the subs tanc e the reof . 
Prompt ly aft e r  the execut ion and de l ive ry by the Trus tee  and the D i s t r ict  of 
any Supplemental Indenture as desc r ibed he rein , the Trus tee  shal l ma.1 1  a 
not ice , setting forth in gene ral t e rms :he substance cf such Supp l emental 
Indenture to the Owne rs of :he Bonds at the addres s e s  s hown on the 
regi s t rat ion books of the T rustee . Any fai lure - o  g i ve such not i c e , or any 
defect t!"le re in , shal l not , howeve r ,  in  any way impai r or affect  the 'lal i d i t y 
of any such Suppl emental Indenture . 

Amendment s Not Recrui ring the Cons ent o f  Bondowne rs . :'he I ndenture  and 
the right:s and obl igat ions of the D i s t rict , of the Trus t e e  and of the Owners  
of the  Bonds may also be  mod i f i e d  or  amended from t ime to  t ime and at  any t ime 
by a Supplemental Indenture , wh i ch the Di s t r ict  may adopt wi thout the cons ent 
of any Bondhol ders but onl y  to the extent pe rmitted by law and only for any 
one o r  more  of the following purpos es : 

( 1 )  
Indentuc-e 
pledge or 
thereof ) ,  
confe rred 

to add to the covenants and agreements of the D i s t d c t  in  the 
other co·.;enants and agreements the reafte r to be obs e rved , to 

ass ign addit ional s ecur i ty for the Bonds { or any port i on 
or to surrendei:: any right o r  power the rein res erved to or 

upon the D i s t r i c t ; 

( 2 ) to make such p rovi s ions for the purpos e  
ambigui ty, incons istency o r  omiss ion , o r  o f  cur ing o r  
defective provi s ion , contained in the I ndenture ; 

of cur ing 
correct i ng 

any 
any 

( 3 )  to modify , amend o r  suppl ement the Indenture in such manner  as  
to  pe rmi t the qual i f i cation hereof unde r the Trust Indenture Act of  1939 , 
as amended ,  or any s imi lar federal statute hereaft e r  i n  effect , and to 
add such  othe r terms , condit i ons and provisions as may be pe rmitted  by 
said act or s imi lar fede ral statut e , and which s ha l l not mat e rial l y  and 
adverse l y  affect the interests  of the Owne rs of the Bonds ; 

( 4 )  to make modif icat ions or  adj us tments nece s sary , approp r i ate or 
des irabl e  to provide for the issuance of Variab l e  Rate Indebtedness , 
Capital Appreciat ion Bonds or Parity Debt wi th such i nt e r e s t  rate , 
payment , maturity and othe r t e rms as the D i s t: r i c t  �.ay deem de s i rab l e ; 
subj ect to the provi s i ons of the Indenture des = ribed above �nder  
"l>.ddi tional Indebtedne s s ; " 
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( 5 )  to p rovide for the issuance of Bonds i n  book-entry form or 
bearer  form , p rovi de d  that no such provis ion sha l l  mater ia l l y  and 
adverse ly  affect the int e rests  of the Owners of the Bonds ; 

{ 6 )  to make modif i cations or adj us tments necessa ry ,  app ropriate  or 
des i rab le  �o accorrunodat e  credit enhanc ements inc luding l etters  of credit  
and surety bonds and i nsurance pol ic i es de l i ve red  with respect to the 
Bond Res e r·,e Fund;  

( 7 }  if  the D i str ict  agrees in  a Supp lement a l  Indenture to mai ntain 
the exc lus ion of interest  on a Ser i e s  of Bonds from gross income for 
purposes  of federal :ncome taxation ,  �o make such provis ions as are 
nece ssary o r  appropriate  to ensure such exc lus ion ;  

( 8 )  t o  provi de for the .:. s suance o f  a n  add i t ional S e r i e s  of Bonds 
pursuant to p rovis ions of the Indent ure des cr ibed above 1.mde r "Addit iona l 
Indebtedness ; ' '  and 

( 9 )  for: any othe r purpose that does :iot mat e r i a l ly and adversel.y  
affect :he  interests  of  the Owners of  the Bonds . 

Effect of Supplemental  Indenture . From and after  the t irne any 
Supplemental :ndenture becomes  effective , the Indenture sha l l  be deemed to be 
modi fied and amended in accordance therew ith , and the respective r ights , 
duties  and obl igations '..lnde r the Indenture of the D i str ict , the Trustee  and 
a l l  Owne rs of Bonds Outstanding sha l l  the reafter  be determined,  exerc i sed  and 
enforced subj ect  in a l l  r:espects to such modif ication and amendment , and a l l  
the terms and cond i t ions o f  any such Supp lementa l  Indenture sha l l  be  deemed to 
be part of the t erms and cond i t ions of the Indenture for any and al l purposes . 

Defeasance of 1 9 9 1  Ser ies  A Bonds 

Discha r:ge of Indenture . Bonds of any Series or a port ion thereof , 
inc luding the 1 99 1  Series  A Bonds , may be pa i d  by the D i st r ict in any of the 
fol lowing ways : 

( a )  by paying o r  caus ing to be pa i d  the Bond Obl igat ion of and 
inte rest  on such Outstanding Bonds , as and when the same become jue and 
payabl e ;  

( b }  by depos i ting with the Trustee , an e sc row agent or;  othe r 
fiduc ia ry ,  in trus t ,  at or before maturi ty , money or secur i t i e s  in the 
necessary amount { as discussed be low under "Depos i t  of .:1oney or 
Secur i t i es " }  to pay or: r:edeem such Outstandi ng Bonds ; or 

( c )  by de l ive r ing to if� Trustee , for cance l :at ion by i t ,  such 
Outstanding 3onds . 

I f  the D i str: ict  sha l l  pay al l Ser i e s  for which any Bonds ar:e  
Outstandi ng and a l so pay or  cause to be pai d  a l l  other sums payab l e  u...,der 
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the Indenture by the D i s t ri ct , then and in  that cas e , at  the e l ect ion of 
the Dist rict  ( evidenced by a Ce rt i f icate  of the D i s t r ict , f i l ed with the 
Trustee , s igni fying the i nt ent ion of the D i st rict to di scha rge a l l  such 
indebtedness  and the Indenture ) ,  and notwithstandi ng that any Bonds sha l l  
not have been surrende red for payment , the Indenture and the pledge of 
Revenues and other assets made unde r :he Indenture and al 1 covenant s ,  
agreements and othe r obl igations oi the D i s t r i ct under the Indenture 
shal 1 cease , t e rminate , become -;oid  and be comp l e t e ly ::i ischa cged and 
sat i sf i ed . :::n such e ven: , upon Request of the D i s t rict , the Trustee 
sha l l  cause an account ing for such pe r iod or  pe r iods as may be reque st ed 
by the D i st ri ct  to be prepa red and f i l ed  wi th the Dist rict  and sha l l  
execute and de l ive r  to the D i str ict  a l l  such inst n.unent s a s  may be 
necessary or des i rable  to evidenc e  such di scha rge and sat i sfact i on , and 
the Trus t e e  sha l l  pay ove r ,  transfe r , a s s ign or ::J.e l iver to :he J i st r ict  
all  moneys or s ecur i t i e s  or other prope rty he l d  by i t  pursuant to  the 
Indenture whi ch , as  evidenced by a ve r i f i ca t i on report , :.ipon which :he 
Trustee :nay :::oncl us 1  ve l y  rely , from a f i rm of cen: i f  i ed ?Ub l i c  
accountants , o r  othe r :;..ndependent :::onsult ing f i rm ,  a re not requi ced :or 
the ;;·ayment or redempt ion of Bonds not the retofore surrende red  :or such 
payment or redemption .  

Discharge of L i abi l i t? _ on Bonds . Upon the depos i t  with the Tc:.isteB , 
escrow agent or other f i duc iary ,  in  trust , at  or before matur ity ,  of money or 
secur i t i e s  in the necessa ry amount { as di scus sed below under "Depos i t  of Money 
or Securi t i e s ' ' ) to pay o r  redeem any Outstanding Bond ( whether upon or  pr ior 
to its  matur i ty or the rede:npt ion date of such Bond ) , provided tha t , i f  such 
Bond is to be redeemed p r ior to matur i ty ,  not i ce  of such redempt ion sha l l  have 
been given as  provided in the Indenture or provis i on satisfactory to the 
Trustee sha l l  have been �ade for the giving of such not ic e , then a l l  l iabi l i ty 
of the District  in respect of such Bond sha l l  ceas e ,  term i nate and be 
completely discharged , provided that the Owne r the reof sha l l  thereaft e r  be 
entit led to the payment of the princ ipa l of and premium ,  if any , and int e rest  
on the Bonds , and the D i s tr i ct sha l l  rema in  l iabl e  for such payment , but onl y  
out of such money o r  secur it i e s  depos i ted with the T rustee  as aforesa id  for 
thei r payment , subj ect , however ,  to the provi s ions of the Indenture �egarding 
any principa l , Redempti on Price  of or int e rest on the Bonds that remain  
uncla imed for a period of  two years aft e r:- the p rinc i pal  of a l l  the  Bonds has 
become due and payabl e ,  and th8 continuing dut i e s  of the Trust e e  1.mde r the 
Indenture .  

The Dist rict  may a t  any time surrende r to the T rustee  for canc e l la t ion by 
i t  any Bonds previous ly i s sued and del i ve red , which the D istr ict  :nay have 
acqui red in any manner whatsoeve r ,  and such Bonds , upon such sur:-rende r and 
cance l lation ,  sha l l be deemed to be pa i d  and re t i red .  

Deposit  of  Money o r  Secur i t i es . Wheneve r i n  the Indenture i t  i s  provided 
or permitted there je depos i t ed with or he l d  in t rust  money or securi t i es in 
the necessary amount to pay or redeem any Bonds , the money or secu r:- 1 t i e s  so to 
be depos ited or  he ld may inc lude money or  secur i t i e s he l d  by the T ruste e  in  
the funds and accounts establ i shed pursuant to the Indenture and sta l l  be : 
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( a) lawful money of the United States of America in an amount equal 
to the principal amount of such Bonds and all unpaid interest thereon to 
maturity, except that , in the case of Bonds which are to be redeemed 
prior to maturity and in respect of which notice of such redemption shall 
have been given as provided in the Indenture or provision satisfactory to 
the Trustee shall have been made for the giving of such not i ce, the 
amount to be deposited or held shall be the principal amount or 
Redemption Pri ce of such Bonds and all  unpaid interest thereon :o the 
redemption date ; or 

(b ) Investment Securities described in clauses ( i ) ,  ( ii )  or (vi) of 
the def in it ion thereof the principal of and interest on which when due 
wil l ,  in the opinion of an :ndependent certified 9ublic accountant 
del ivered to the Trustee (upon which opinion the Trustee may conclusively 
rely ) ,  provide money sufficient to 9ay the principal or Redemption ?rice 
of and all �npaid interest to maturity, or to the redemption date , as the 
case may be, on the Bonds to be paid or !.""edeemed, as such principal or 
Redemption Price and interest become due, provided that , in the ::::ase of 
Bonds which ai::-e to be redeemed prior to the maturity thereof, notice of 
such redemption shall have been given as provided in the Indenture or 
provision satisfactoi::-y to the Trustee shall have been made for: the giving 
of such notice ;  provided, in each case, that the Trustee shall have been 
i ri::-evocabl y instructed { by the terms of the Indenture or by Request of 
the District) to apply such money to the payment of such principal or 
Redemption ?i::-ice and interest with respect to such Bonds. 

Transfer and Exchange of 
1991 Series A Bonds 

Use of Deoosi torv. So long as the 1 9 9 1  Series A Bonds are registered in 
book-entry form. Beneficial Owners will not i::-eceive certificates representing 
their ownership interests in the 1991 Series A Bonds . Transfers of ownership 
interests in , and exchanges of, the l99 1  Series A Bonds will be accomplished 
by book entries made by DTC and, in turn, by the DTC Participants acting on 
behalf of the Beneficial Owners. In the event that DTC determines to 
discontinue providing its services as depository or is removed as depository 
by the District (and there is no successor depository) , the District shal l 
issue , and the Trustee shall authenti cate and deliver, 1991 Series A Bonds to 
the DTC Participants for further deli very to the Benefi cial Owners. 
Thei::-eafter, the Trustee shall maintain a register of the Owners of the :. 9 9 1  

Series A Bonds, and transfers and exchanges of  1991 Series A Bonds shall be 
effected as described in this section . 

Transfer of 1991 Series A Bonds. Any 1 9 9 1  Series A Bond may, in 
accordance with its terms, be transferred , upon the register required to be 
kept by the Trustee , by the person in whose name it is i::-egistered, in person 
or by his duly authorized attorney, upon surrender of such 1991 Se-ries A Bond 
for cancellation, accompanied by del ivery of a written instrument of transfer, 
duly executed in a form approved by the Trustee . 
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Whenever any 1 99 1  Series  A Bond or 1 9 9 1  Series  A Bonds sha l l  be 
surrendered for t rans£ e r ,  the D i s trict  sha l l  execute and the Trustee  shal 1 
authenti cate and del iver a new 1 9 9 1  Ser ies A Bond or 199 1 S e r i e s  A Bonds , of 
the same tenor , matur i ty and interest  rate and for a l ike aggregate  princ ipa l 
amount ; provided that no registrat ion or transfe r may occur during the per iod 
estab l i shed jy the Trustee for s e l ection of 1991  Series  A Bonds for 
redemption , or  of any : 99 1  Ser i e s  A Bond or port ion of a 1 991  S e r i e s  A Bond so 
se l ected for redempt ion .  The Trustee  sha l l  requi re the Bondho lde r  reques t i ng 
such t �ansfer  to pay any tax or other  governmental charge requi red to be pa id  
with respect to  such transfer .  

Exchange of 1 9 9 1  Ser ies  A Bonds . 1 9 9 1  Ser i es A Bonds may be exchanged at 
the Corporate  Trust Off ice of the Trustee  for a l ike aggregate  :n inc i 9a l  
amount of 1 9 9 1  Ser ies  A Bonds of other authorized denomi nat ions of the same 
series , matur ity and interest rate ; provi ded tha t  no exchange �ay occur during 
the per iod estab l ished by the Trustee  for se lection of 1991  Ser i e s  A Bonds for 
redemption ,  or of  any 1 99 1  Series  A Bond or port i on of a 1991  S e r i e s  A Bond so 
sel ected for redempt ion . The Trustee  sha l l  require  the Bondholder  reques t i ng 
such exchange to pay any tax or  oth-a r governmenta l charg-e requi red ::o be ;;,a id 
wi th respect to such exchange . 

Events of Default  and Remedies  of Bondholders 

Events of Default . Each of the fol lowing events cons ti tut es  an Event of 
Default unde r the :ndenture : 

( a )  default in the due and punctua l  payment of the pr:- inc ipa l  or 
Redemption Price of any Bond when and as the same sha l l  become due and 
payable , whethe r at maturity as there i n  expressed ,  by proc e edings for 
redemption , by declarat ion or otherwise , or  default in the redempLon 
from any Sinking Account of any Bonds in the amounts and at the t imes 
provided therefor ; 

( b }  default  in the due and punctua l payment of any insta l lment of 
int erest  on any Bond when and as such int e rest instal lment sha l l  become 
due and payabl e ;  

( c )  if  the District sha l l  fai l  t o  obse rve or  perform any covenant , 
condit ion , agreement or prov i s ion in  the Indenture on i ts  part  to be 
obs e rved or performed , other than as referred to in subsect ion ( a )  or  ( b )  
above , for a per iod of s i xty  { 60 )  days aft e r  written not ice , spec i fying 
such fa i lure  and requesting that i t  be remedie d ,  has been given to the 
D istr ict  by the Trustee ; except tha t , if such fai lure can be  remedi ed but 
not within such s i xty ( 60 }  day per iod and i f  the District  has taken a l l 
act i on reasonably poss ible  to remedy such fai lure within such s i xty ( 60 )  
day period ,  such fai lure sha l l  not becom� an Event of Default  for so l ong 
as the D i st r ict sha l l  di l igent ly proceed to remedy the same in  accordance 
with and subj ect  to any di rect ions or l imitat ions of t ime estab l i shed by 
the T ruste e ; 
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( d )  i f  any default sha l l  ex ist  under any agreement gove rni '.1g any 
Parity Debt and such default sha l  1 cont inue beyond the grace pe r i od , i f  
any , provided f o r  with respect t o  such defaul t ;  

( e )  i f  the Distr ict fi les  a pet it ion i n  voluntary bankruptcy , for 
the compos i t ion of i ts  affa i r's  or  for its  corporate reorgani zat ion under 
any state or  :ederal bankruptcy or insolvency law ,  or makes an ass ignment 
for the benef i t  of credi tors , or  admi ts in wri ting to its  insol vency or  
inab i l ity to pay debts as  they mature , or  consents in  writ ing to the 
appoi ntment of a t rustee o r  rece i ve r  for itse l f ;  

( f )  i f  a court o f  competent j urisdict ion sha l l  enter  an o rde r ,  
j udgment o r  dec ree dec laring the District insolvent , o r  adj udging it  
bankrupt , or appoint ing a : rustee  or  rece iver  of the D i s trict , or  
approving a petit ion f i l ed aga inst the Di strict seeking reorgani zation of  
the Dist rict  under any app l i cabl e  law or  statute of  the Uni ted States of 
.AJnerica or  any state t.::e reof , and such orde r ,  judgment or  dec ree  sha l l  
not be vacated or set a s i de o r  stayed within 60 days f rom the date  o f  the 
ent ry thereof ; 

( g )  i f ,  under the prov i s ions of any othe r law for the re l i ef or  a i d  
o f  debtors , any .::ourt o f  competent jur isdiction sha l l  a s sume custody o r  
cont rol of the Dist r ict o r  o f  the Revenue s , and such custody or  control 
sha l l  not be terminated within 60 days from the date  of assumpt i on of 
such custody or  control ; or 

{ h )  if  the Legis lature of the State sha l l  repeal or amend a l l  or 
any port i on of the provis i ons of the Act relating to �he reta i l 
t ransactions and use tax , being Sect ions 100250 to 1 002 56 , inclus ive , of 
the Pub l i c  Ut i l i t ies  Code unl e s s  the D istrict  has det e rmined tha t  said 
repeal or ame:-:dmer.t doe s  not materially  and adversely affect the r ights 
of Bondholders . 

Remedies ; Acce l e ration ;  Riohts of Bondho lders . Except a s  di scussed be:ow 
in this sect i on ,  in each and every case during t�e cont inuance of an Event of 
Default ,  the Trustee  or the- hol de-rs- of not leas than a- majoritY- in aggregate  
principa l  amount of  the Bonds at the t ime outstanding sha l l  be ent i t l ed , upon 
not ice in writing to the District , to declare  the princ ipa l  of a l l  of the 
Bonds then outstanding ,  and the interest  accrued thereon , to be due and 
payabl e  immediate l y ,  and upon any such dec larat ion the same sha l l  become and 
sha l l  be immediate ly due and payab l e , anything in the Indenture other than a s  
di scussed in this sect ion or  in  the Bonds contained to the contrary 
notwi thstanding . 

These provis ions , however ,  a re subj ect to the condition that i f ,  at  any 
t ime aft e r  the pr inc 1 9al  of the Bonds sha l l  have been so dec lared due and 
payabl e  because of an Event of Defaul t ,  the District sha l l  pay t.o o r  sha l l  
deposi t  with the Trustee a s um  suffi c ient to pay a l l  princ ipa l  on such Bonds 
matured prior to such dec la rat ion and al l matured insta-1 lrnents of inte rest { if  
any ) upon a l l  the Bonds , and the reasonable expense s  of the  Trustee , and any 
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and a l l  othe r defaults known to the Trustee shal l have been cured to the 
sati sfaction of the Trustee , or provision deemed by the Trustee to be adequate 
sha l l  have been made therefor , then ,  the holde rs of not l es s  than a ma j o r i ty 
in aggregate p rinc i pal  amount of the Bonds at the time outstanding , by wri tten 
not ice  to the District and to the Trustee , may ,  on beha l f  of the holders  of 
a l l  the Bonds , resc ind and annul such dec l a rat ion and its  consequences ; but no 
such resc i s s ion and annulment sha ll extend to or shalt  affect any subsequent 
default , or sha l l  impai r  or exhaust any right or power consequent thereon . 

The s e  provis ions are sub j ect  to the further condit ion that they are  only  
effect ive , and the remedy of  acce l e rat ion of  the Bonds is  only avai labl e , 
during a per iod when Par ity Debt is outstanding ,  which Parity Debt , pursuant 
to the terms thereof , is subject to acceleration and payment ?rior to matut'i ty . 

Appl icat ion of Revenues and Other Funds After  Defaul t .  I f  an Event O"f 
Default  sha l l  occur and be cont inuing , the District sha l l  immediately  transfer  
to  the Trustee a l l  Revenues :ie ld  by  it  and the Trustee  sha l l  a pply  al l 
Revenues and any other :unds then he l d  or thereafter  rece ived  by the : rustee 
under any of the provis ions of the Indenture { except as othe rwise  provi jed :n 
the Indenture ) as fol lows and in the fol lowi ng orde r :  

( 1 )  T o  the payment o f  any expens es  necessary i n  the op inion o f  the 
Trustee to protect the interests  of the Owne rs of the Bonds and Pan ty 
Debt , inc l uding the cos ts and expenses  of the Trustee  and the Bondho lde rs 
in dec l a r ing such Even 1: of Defaul t , and payment of reasonable  fees  and 
expens es of the Trustee  ( inc l uding reasonabl e  fees and di sbursement s of 
its  counsel  and othe r agents ) incurred in and about the perfo::-mance of 
i ts power s  and dut ies  unde r the Indenture ; 

( 2 )  To the payment of the whol e  amount of Bond Ob l igation then due 
on the Bonds and Parity Debt ( upon presentation of the Bonds and Pa nty 
Debt to be pa id ,  and stamp i ng thereon of the payment if  only part i a l ly  
paid , o r  surrender thereof i f  ful ly pai d }  subj ect to  the provis ions of 
the Indenture with interest on such Bond Obl igation ,  at the rate or rates 
of  inte rest  borne by the respective Bonds and Par i ty Debt , to the payment 
to the persons entitled thereto of a l l ins tal lments of interest then due 
and the unpa id  princ ipal o r  Redempti on Price  of any Bonds and Par i t y  Debt 
whi ch sha l l  have become due , whether at maturi ty by acc e l e ration o r  by 
cal 1 for redemption , in the order of the i r  due dates , w1 th i nt e rest  on 
the overdue Bond Obl igat ion and Par i ty Debt at the rate borne by the 
respective Bonds and Par i t y  Debt , and , if the amount ava i lable sha l l  not 
be suffi c ient to pay in ful l a l l  the Bonds and Par i ty Debt due on any 
date , together with such int e rest , then to the payment the reof ratab l y ,  
according to the amounts o f  p r i nc ipa l  o r  .i\ccreted Value due on such date 
to the persons ent i t l ed the re to , w i thout any discr :minat ion or  preference . 

Trustee  to Represent Bondholde r s . 
( and the success ive respect ive Owners of 
same , sha l l be conc l us ive ly deemed to 
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t rustee and t rue and lawful attorney-in-fact of the Owner s  of the Bonds for 
the purpose  of exerc i s ing and prosecuting on the i r  behalf such rights and 
remedie s  a s  may be ava i lable to such Owne rs unde r the provis ions of the Bonds , 
the Indenture , the Act and app l i cable p rovi s ions of any othe r law .  Upon the 
occurrenc e and continuance of an Event of Default or othe r occas ion giving 
r i s e  to a r ight in the Trus t e e  to  repres ent the Bondholders , the Trustee  in 
its  discret ion may ,  and upon the wri t t en reques t  of the Owne rs of not less  
than twenty-five pe rcent ( 25 % )  in aggregate  amount of Bond Ob l igat ion of the 
Bonds then Outstanding , and upon being indemnified to i t s  sat isfact ion 
the ref or , shal l ,  proceed t o  protect or  enforce i ts i:-ights o r  the rights of 
such Owners by such appropriate  action ,  sui t ,  mandamus or othe r proceedings as 
it sha l l  deem most effect ,.1a l to protect and enforce any such i:-ight , at law or 
in equ i ty , e i the r for the spec i f i c  pe rformance of any covenant or agreement 
contained in the Indenture , o r  in a id  of the execut ion of any power 9ranted in 
the Indenture , or for the enforcement of any other appropriate  l egal or  
equitable  e ight or r-emedy ·:es t ed in :he Trustee or in such Owners  und� r  the 
Indenture , the Act or any othe r law ;  and upon ins t itut ing such proc eeding ,  the 
T rustee sha l l  be ent it l ed , as a matter of r- ight , to the appointment of a 
rece ive r- of the Revenues and other assets  [? l edged :.mde r  the Indenture , pending 
such proc e edings . Al l r ights of act ion unde r the Indenture or  the Bonds or 
otherwise  may be prosecut ed and enforced  by the Trustee  wi thout the posses s ion 
of any of the Bonds o r  the production the reof in any proceeding re lat ing 
thereto , and any such sui t , action o r  proc eeding ins t ituted by the T rustee  
shal l  be  brought in the name of the T rustee  for  the bene f i t  and protect ion of 
a l l  the Owner s  of such Bonds , sub j ect to the provis ions of the Indenture . 

Bondholders ' Di rection of ?roceedinqs . Anything in the Indenture :o the 
contrary notwi thstanding , the Cwners  of a maj ority in aggregate amount of Bond 
Obligation of the Bonds- then Outstanding shall have the e ight , by an 
inst rument or concurrent ins t ruments in wr i t ing exe cuted and del i ve red to the 
T rustee and upon furnishing the T rustee  with indemnificat ion sat i sfactory to 
i t , to di rect the method of conducting a l l  remedial  p roceeding s  taken by the 
T rustee  under the Indenture , provided that s uch di rect ion sha l l  not be 
otherwise than in accordance .,,,_ th law and the prov i s ions of the Indenture- , 
that the Trustee  may take any o t�e r act i on deemed p rope r  by the T rustee  which 
is not incons istent with such d i r.-ect ion , and that the T rustee  sha l l  have the 
right to dec l ine to fol low any such di rection which in the opinion of the 
Trustee woul d  be unj ustly pre J udic1al  to Bondholde rs or holders of Par i ty Debt 
not part i es to such di rection .  

Limitat ion on Bondholders ' R ight to Sue . No Owne r of any Bond shal l �ave 
the right to institute any suit , action o r  proceeding at law o r  in equity , for 
the protection or enforcement of  any right or remedy under the Indenture , the 
Act or any other app l i cabl e  :aw with respect to such Bond , unl ess  ( l )  such 
Owne r shal l have g iven to the Trustee  wri tten notice  of the occurrence of an 
Event of Default ;  ( 2 )  the Owners  of not l es s  than twenty-f ive percent ( 2 5% ) in 
aggregat e  amount of Bond Obl igat ion of the Bonds then Outstanding sha l l  have 
made written request upon the T rustee to exercise  the �owe rs granted �nder �he 
Indenture or  to ins t i tute such sui t , act ion or proceeding in i t s  own name ; ( 3 )  
s uch Owne !."' or sa id Owne rs  sha l l  have t endered to the Trust e e  L"'easonable  
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indemnity aga inst the costs , expenses and l iabi l i t i e s  to be incurred in  
compl iance with such reque s t ; ( 4 )  the T rustee shal l have refus ed o r  omitted to  
comply with such request for a per iod of  s i xty ( 6 0 } days aft e r  such wri tten 
request  shal l  have been rece i ved by , and said tende r of i ndemn i ty sha l l  have 
been made to , the Trus t e e ; and ( 5 }  the Trustee sha l l  not have received 
cont rary directions from the Owne rs of an aggregate amount of Bond Obl igation 
of the Bonds then Outstandi ng in excess of the aggregate  amount of Bond 
Obl igation of Bonds owned by the Owners making such request . .  

Such not ification ,  request , tender of indemnity and refusal  or  omi s s ion 
are conditions precedent to the e:< e rc i se by any Owner of Bonds of any remedy 
unde r the Indenture or unde r law ;  i t  be ing understood and intended that no one 
or more Owners of Bonds sha l l  have any right in any manner ·,.,rhateve r !)y hi s or 
the i r  action to affect , disturb or prejudice the secur .:. ty of the Indenture or 
the rights of any other Owners of Bonds , or to enforce any e i ght unde r the 
Indenturg , the Act or other app l i cabl e  law with respect to the Bonds , except 
in the manner provided in the Indenture , and that a l l  proceedings at :aw or in 
equity to enforce any such ::-ight sha l l  be inst i tuted ,  had and maintained in 
the manner there in provided and for the benefit and protection of all Owners 
of the Outs tanding Bonds , subj ect  to the provis ions of the Indentuce . 

Termination of Proceedings . In case any proceedi ngs taken by the Trustee  
or any one or  more Bondholde rs on account of  any Event of Default sha l l  have 
been discontinued or abandoned for any ceason or sha l l  have been dete rmined 
adverse :y to the Trustee or  the Bondholde:-s , then i n  eve ry such case the 
District , the Trustee and ':he Bondho lde rs , subj ect to any de t e rmina t i on i n  
such proceedings , sha l l  be :-estored t o  the i r  forme r pos i t ions and rights 
hereunde r ,  seve ral ly  and resl_)ect i ve l y ,  and a l l  r ights , remedies , powe rs and 
dut ies of :he District , the T::-us tee  and the Bondholde rs sha l l  cont inue as 
though no such proceedings had been taken . 

Remedies Not Exc lus ive . No remedy herein confe rred upon o r  res e rved to 
the Trustee or to the Owne rs of the Bonds i s  intended  to be exclus ive of any 
other remedy or remedi e s , and each and every such remedy , to  the extent 
permitted by law, sha l l  be cumulat ive and in addit ion to any other remedy 
given under the Indenture or now or  he reafter  exis t i ng at law or  in equity or 
othe rwi se . 

No Waiver  of Default . No delay or omi ss ion of the Trustee  or of any 
Owner of the Bonds to exerc i s e  any right or power ar is i ng upon the occurrence 
of any default shal l  impai r  any such right or powe r or  shal l be  construed to 
be a waive r of any such default or an acquiescence the re i n ;  and eve ry power 
and remedy given by the Indenture to the Trustee or to the Owners  of  the Bonds 
may be exercised f rom t ime to t ime and as often as may be deemed expedient . 
No waiver of any Event of Defaul t under the Indenture by the T rustee or the 
Bondholde rs shal l  extend to or affect any subsequent Event of Default o r  
impai r  any r ights or remedies  :::onsequent thereto . 

No waive r of any E?ent of Default  ·..1nder  the Indent'-lre , whethe r by the 
T rustee or by the Bondholde i::-s , sha l l  extend to or sha l l  affect any subs equent 
Event of Default or sha l l  impai r  any rights or remedi es  cons aq�ent the reon .  

-54-



LITIGATION 

There i s  not now pending any l i t igat ion restraining or  enJ o r ning the 
issuance or delive ry of the 1991  Series  A Bonds or  questioning or  affecting 
the val idity of the 1 99 1  Series  A Bonds or the proc e edings and autho r ity under  
which they are  to  be  issue d .  Ne i the r the creat i on , organizat ion o r  existence 
of the District , nor the t i t l e  of the present membe rs of the D i s tr i c t  to the i r  
respective offices i s  being contested . 

TAX EXEMP'I' ION 

In the opinion of Orri ck , He rrington & Sutcl i ffe , San Franci sco , 
Cal ifo rnia , Bond Couns el ,  based on exist ing laws , regulations , rul ings and 
court dec isions and assuming ,  among other matters , comp i iance with  certain 
covenants ,  the interest pai d  by the District on the 1 9 9 1  Se r i es A Bonds is  
�xcluded from gross income for fede ra l  income tax purposes '.lnder  Sect ion 1 03  
of  the Code and is  exempt from State of  Cal i fornia personal income taxes . 

The Code imposes 'lar ious restrict ions , condit i ons and requ i rements 
relat ing to the exclus i on from gross income for federal  income tax p�rposes of 
i nterest on obl igat ions such as the 1991  Series  A Bonds . The District has 
covenanted to comply with certai n  restrict ions des igned to assure that the 
interest paid by the Dist r ict on the 1 99 1  Seri es  A Bonds wi l l  not be included 
in  fede ral qross income . �a i lure to comply with thes e  covenants may result in  
interes:: on the 1 99 1  Ser ies  .'A. Bonds being inc luded in  federa l gross income , 
possibly from the date of issuance of the 1991  Ser ies  A Bonds . The op inion of 
Bond Counse l  assumes :ompl i ance with these covenants .  Bond Couns e l  has- not 
unde rtaken to determine ( or to inform any person ) whethe r any act i ons taken 
( or not taken ) or events occurring (or  not occurring )  after the date of the 
is suance of the 199 1 Series  A Bonds may affect the tax status of interest on 
the 1 99 1  S e ries A Bonds . 

Bond Counse l  is further of the opinion that i nt e rest on the 1 991  Series A 
Bonds i s  not a specific  p reference i tem for purposes  of the federal individual 
or  corporate alternative minimum taxes . Howeve r ,  Bond Counse l  observes that 
i nterest on the 1991  S er ies  A Bonds is included in adj usted current earnings 
for purposes of calculating corporate a lte rnat ive minimum taxabl e  i ncome . 

Certain  requirements and procedures conta ined or refe rred to in the 
Indenture and other re levant documents may be changed and certa in actions may 
be taken , unde r the c i rcumstances  and sub j ect to the terms and conditions set  
forth in such documents , upon the advice  or with the approving opinion of 
nationa l ly r-ecognized bond counse l .  Bond Counse l  expresses  no opinion as to 
any 1 99 1  Ser ies A Bond o r  the inte rest thereon if  any such change occurs or  
act ion i s  taken upon the advice or approval of  Bond Counse l  othe r than Orrick , 
Herrington & Sutcl iffe . 

Although Bond Counse l  has rendered an opinion that int e r e s t  on the 1 9 9 1  
S e r i e s  A Bonds i s  excluded from gross i�come for federa l income t ax purposes  
and exempt from State  of  Cal iforn i a  pe rsona l income taxes , <:he  owne rship or  
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disposit ion of , or the acc rual o r  receipt of inte res t  on , the 1 9 9 1  Se ries  A 
Bonds may othe rwi se affect the Owne r ' s  tax l iabi l i ty . The nature and extent 
of these othe r tax consequences wi l l  depend upon the Owne r ' s  part i cular tax 
status and the Owne r ' s  othe r i terns of income or deduct ion . Bond Counse l  
expresses no opinion regarding any such othe r  tax consequences .  

LEGAL MATTERS 

Orrick , He rrington & Sutc l i ffe , San Franc isco , Cal ifo rn i a ,  Bond Counse l ,  
w i l l  rende r an opinion with respect to the ?al idity of the 1 9 9 1  Se ries A 
Bonds . The proposed :orm of such approving opinion is  attached he re to as 
APPENDIX D .  Bond Counse l has not been requested to e*amine · o::- review and has · 
not examined or revi ewed the accuracy or suffi c iency of thi s Off ici al  
Statement re lat ing to  the 1991  Series  A Bonds , or any proceedings , reports , 
corre spondence , financial statement s  or  other documents containing financ ial 
or other informat ion re lated to  the District whi ch have been or may be 
furnished or disc losed to purchasers  of the 1 9 9 1  Se ries A Bonds ; and Bond 
Counse l  exp res ses no op inion with respect to such f i nanc ial or oche r  
informat ion o r  the accuracy o r  suffic iency thereof . ,::::e rtain legal matters  
wi l l  be pas sed upon :for  the Unde rwriters by the i r  couns e l , Kutak Rock & 
Campbe l l , Jenve r ,  1:ol orado . :e rtain legal matters w i l l  be pas sed upon for the 
Di st rict by the ge :  � ral counsel for the District .  

THE RATINGS 

The 1991  Series A Bonds have been rated "M" by Standard & Poo r ' s and 
"Al " by Moody ' s . These rat ings reflect only the views of the rat ing 
agenc ies , and do not const i tute a reconunendat ion to buy , se l l  or  hol d  
securi t ies . The D i s t rict  has furnished t o  the rat ing agenc ies  certain 
informat ion respecting the 1 9 9 1  Se ries A Bonds , the D i s t ri ct and the Project . 
Gene ral ly , rat ing agenc ies  base the i r  rat ings on such i nformat ion and 
mate rials and the i r  own inve s t i gat ions , studies and assumpt i ons . The rat ings 
are subject to revis i on or withdrawal at any time by the rat ing agencies , and 
there i s  no assurance that the rat ings wi l l  cont inue for any pe r i od of time or 
that they wi l l  not be lowe red o r  withdrawn . Any reduction o r  wi thdrawal of 
the rat ings may have an adve rse effect on the market price of the Bonds . 

UNDERWR!TING 

The 1991  Se r ies A Bonds are being purchased by Smi th Barney,  Har r i s  
Upham & Co . Incorporated and Grigsby B randford Powe l l  Inc . ( the 
"Underwriters " ) .  The Unde rwri te rs have agreed to purchase the 1 9 9 1  Se ries A 
Bonds at a price of $32 , 399 , 72 1 . 10 ,  plus acc rued interest . The Purchase 
Cont rac t  re lat ing to the : 9 9 1  Se r ie s  A Bonds provide s  that the Unde rwrite r s  
wi l l  purchase all  o f  t he ::_ 9 9 1  Se t"ies A Bonds i f  any are purchased ,  :.he 
obl igat ion to �ake such purchase be ing sub ject to ce rtain terms and conditions 
sec forth in said Purchase Cont rac t , the app roval of ce rtai n l egal matters  by 
counse l and certain other condi t i ons . 
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The Underwriters may offer and sell 1991 Series A Bonds to certain 
dealers and others at prices lower than the offering prices stated on the 
cover page hereof. The off er ing prices may be changed from time to time by 
the Underwriters. 

MISCELLANEOUS 

The references herein to the ?>.ct , the Indenture and the Purchase Contract 
are brief outlines of certain provisions thereof . Such outlines do not 
purport to be complete and for full and complete statements of such provisi ons 
reference is made to said documents or the Act , as the case may be . Copies of 
the documents mentioned under this heading are available for inspection at the 
District and following deliver.-y of the 1991  Series A Bonds will be on file at 
the offices of the Trustee in Los Angeles , 8alifornia. 

References are rr:ade herei n  +.:o certain documents and reports which are 
bdef summar-ies :hereof which do not purport to be 
Reference is made to such documents and reports 
statements of the content thereof . 

complete or defini t i ve. 
for full and complete 

Any statement :n this Official Statement involving matters of opinion, 
whether or not expressly so stated , are intended as such and not as 
representations of fac t .  :'his 1)fficial Statement i s  not to be construed as a 
contract or agreeme�t �etween the District and the purchasers or Owners of any 
of the 1 9 9 1  Series A Bonds. 

The execution and deli very of this Official Statement has been duly 
authorized by the District. 

SANTA CLARA COUNTY TRANSIT DISTRICT 

By /s/ Gerald A .  Rosenquist 
Deputy Director, Fiscal Resources 
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APPENDIX A 

Audited Financial Statements of the 
Santa Clara County Transit District 

for the Years Ending June 30, 1990 and 1989 
and 

Unaudited Financial Statements of the Santa Clara 
County Transit District for the Period July l ,  1990 

to January 6, 1991 
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Deloitte & 
Touche 

60 South Market S treet, Su ite 800 Telex : 333864 TACO SJ 
San Jose. CA 951 13- 2303 Telecopier : (408)  998-3083 
Telephone : (4081 998- 71 1 1  

INDEPENDENT AUDITORS ' REPORT 

The Honorabl e  Board of Supervisors , 
Santa Clara County Transit District : 

We have audited the accompanying component unit financial 
statements of the Santa Clara County Transit District (the 
District) , a component unit of the County of Santa Clara , 
as of and for the years ended June 3 0 ,  1990 and l.989 , 
listed in the foregoing table of contents . These financial 
statements are the responsibility of the District ' s  
management . Our responsibility is to express an opinion on 
these financial statements based on our audits . 

We conducted our audits in accordance with generally 
accepted auditing standards . Those standards require that 
we plan and perform the audits to obtain reasonable 
assurance about whether the component unit financial 
statements are free of material misstatement . An audit 
includes examining , on a test basis , evidence supporting 
the amounts and disclosures in the component unit financial 
statements .  An audit also includes assessing the 
accounting principles used and significant estimates made 
by management , as well as evaluating the overall  component 
unit financial statement presentation .  We believe that our 
audits provide a reasonabl e  basis for our opinion . 

In our opinion , such component unit financial statements 
present fairly , in all material respects , the financial 
position of the District at June 3 0 ,  1990 and 1989 and the 
results of its operations and the changes in financial 
position for the years then ended in conformity with 
generally accepted accounting principles . 

October 12 , 1990 
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SANTA CLARA COUNTY TRANSIT DISTRICT 

BALANCE SHEETS . JUNE 30 . 1990 AND 1989 

ASSETS 

CURRENT ASSETS : 
Cash and investments : 

Unrestricted 
Restricted 

Receivables 
Spare parts and supplies 
Prepaid and other current assets 
Total current assets 

DEFERRED BONO ISSUANCE COSTS 
(net of amortization of $265 , 000 
and $237 , 000 , respectively ) 

RESTRICTED CASH. AND INVESTMENTS 

INVESTMENT IN JOINT VENTURE 

LAND, BUILDINGS AND EQUIPMENT - NET 

TOTAL 

LIABILITIES AND DISTRICT EOUITY 

CURRENT LIABILITIES : 
Accounts payable 
Accrued expenses 
Due to other County funds - net 
Due to other governmental agencies 

Total current l iabilities 

NONCORRENT ACCRUED EXPENSES 

LONG-TERM DEBT 

COMMITMENTS 

DISTRICT EQUITY : 
Contributed capital 
Retained earnings : 

Reserved 
Unreserved 

Total District equity 

TOTAL 

See notes to financial statements . 
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$121 , 082 , 285  
31 , 57 1 , 2 35  
13 , 9 13 , 089  
8 , 375 , 255  
4 , 104 . 854 

$ 64 , 709 , 37 3  
9 , 604 , 288 

13 , 489 , 233  
9 , 396 , 296 
4 . 328 . 939 

179 , 046 , 7 18 io1, s2a, 129 

7 18 , 437 747, 112 

l.1 , 591, 477 77 , 422 , 301 

687 , 3 81  566 , 720 

619 . 859 . 215 555 . 060 . 980 

$8 11 . 9 03 . 228 $735 . 325 . 242 

$ 1 1 , 743 , 806  $ 10 , 888 , 609 
1 1 , 509 , 510 13 , 3 23 , 039  
2 , 448 , 138  2 , 3 01 , 972 

804 .958 1 . 040 . 111 

26 ,506 . 412 27 . 553 . 731 

15 . 816 . 679 9 . 469 . 191 

29 , 660 , 000 29 , 660 . 000 

372 , 901 , 659 3 3 0 , 127 , 23 2  

67 , 994 , 568 80, 702 , 333  
299, 023 ,910 257 ,812 . 755 

739 . 920 . 137 668 . 642 . 320 

$811 .903 . 228 $735 . 325 . 242 



SANTA CLARA COUNTY TRANSIT DISTRICT 

STATEMENTS OF REVENUES AND EXPENSES 
FOR THE YEARS ENDED JUNE 3 0 . 1990 AND 1989 

OPERATING REVENUES : 
Passenger fares , ticket sales 

and other operating revenues 

OPERATING EXPENSES : 
Transportation 
Vehicle maintenance 
Nonvehicle maintenance 
General and administrative 
Operating expenses excluding 

depreciation and amortization 
Depreciation and amortization 

Total operating expenses 

OPERATING EXPENSES IN EXCESS 
OF OPERATING REVENUES 

NONOPERATING REVENUES (EXPENSES ) :  
state assistance 
Federal grants 
Sales tax revenues 
Interest income 
Other revenues 
Interest expense 
CalTrain passenger subsidy 
Other expenses 

Total nonoperating revenues - net 

EXCESS OF REVENUES OVER EXPENSES 

See notes to financial statements . 
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$ 14 . 652 . 7 00 S 13 . 074 . 342 

62 , 034 , 2 2 5  
3 1 , 3 82 , 6 75 

5 , 529 , 505 
24 . 503 .982 

123 , 45 0 , 387  
12 ,261 , 724 

13 5 . 712 , 111 

(121.  059 I 411) 

4 3 , 2 3 0 , 78 0  
6 , 3 13 , 04 4  

9 0 , 8 18 , 8 3 6  
13 , 257 , 824  

698 , 969 
( 1 , 6 54 , 775 ) 
( 4 , 2 8 1 , 554 ) 
(3 . 535 . 211 ) 

144 . 847 . 913 

57 , 727 , 181  
2 7 , 3 9 8 , 013 

5 , 47 5 , 97 1 
23 . 344 . 965 

113 , 9 4 6 , 130  
11 . 628 . 884 

125 . 575 . 014 

(112 , 500 . 672 ) 

3 8 , 609 , 4 10  
6 , 73 9 , 18 2  

83 , 4 2 8 , 866 
12 , 73 5 , 2 2 0  

3 , 809 , 687 

( 2 , 04 1 ,  3 4 5 ) 
( 3 , 098 , 8 14 ) 
( 3 . 105 . 995 ) 

137 . 076. 211 

$ 23 . 78 8 . 502  $ 24 . 575 . 5 3 9 



SANTA CLARA COUNTY TRANSIT DISTRICT 

STATEMENTS OF DISTRICT EQUITY 
FOR THE YEARS ENDED JUNE 30 .  1990 AND 1989 

CONTRIBUTED • • • • •  RETAINED EARNINGS • • • •  
CAPITAL RESERVED UNRESERVED 

BALANCES , JULY 1 ,  1988 $309 , 575 , 192  $ 8 3 , 680 , 054 $225 , 051 , 589 

Excess of revenues 
over expenses 2-4 , 575 , 539  

Capital grants 25 , 759 , 946  
Depreciation on assets 

acquired through 
capital grants ( 4 , 480 , 253 ) 4 , 480 , 253 

Decrease in reserved 
retained earnings ( 2 , 97 7 , 7 21 )  2 , 97 7 , 72 1  

Disposal of assets 
acquired through 
capital grants (727 . 653 ) 727 , 653 

BAIANCES , JUNE 30 , 1989 33 0 , 127 , 2 32  8 0 , 7 02 , 3 33  257 , 812 , 755 

Excess of revenues 
over expenses 2 3 , 78 8 , 502 

Capital grants 4 7 , 489 , 3 15 
Depreciation on assets 

acquired through 
capital grants ( 4 , 7 14 , 88 8 )  4 , 7 14 , 888 

Decrease in reserved 
retained earnings (12 . 707 , 765) 12 . 707 . 765 

BALANCES , JVNE 30 ,  1990 i�7� . 901 , 659 i 67 . 294 , 568 ii29 1 0i3 , 9 10 

See notes to financial statements . 
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SANTA CLARA COUNTY TRANSIT DISTRICT 

STATEMENTS OF CHANGES IN FINANCIAL POSITION 
FOR THE YEARS ENDED JUNE 30 . 1990 AND 1989 

UNRESTRICTED CASH AND INVESTMENTS 
PROVIDED BY (USED FOR) : 

OPERATIONS : 
Excess of revenues over expenses 
Items not affecting working capital : 

Depreciation and amortization 
Loss on disposal of fixed assets 
Amortization of deferred bond 

issuance costs 
Earnings from j oint venture 

Working capital provided by operations 
Effect of working capital items on 

unrestricted cash and investments : 
( Increase) decrease in : 

cash and investments - restricted 
Receivables 
Spare parts and supplies 
Prepaid and other current assets 

Increase (decrease) in : 
Notes payable 
Accounts payable 
Accrued expenses 
Due to other County funds - net 
Due to other governmental agencies 

Total unrestricted cash and 
investments provided by operations 

FINANCING ACTIVITIES : 
Capital grants and contributions 
Restricted cash and investments -

decrease 
Noncurrent accrued expenses - increase 
Payments of long-term debt 

Total unrestricted cash and investments 
provided by financing activities 
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$ 23 , 788 , 5 02 

12 , 261 , 724 

2 8 , 67 5  
(46 . 082) 

3 6 , 03 2 , 8 19 

( 2 1 , 966 , 947 ) 
( 423 , 8 56 )  

1 , 021 , 041  
224 , 08 5  

855 , 197 
( 1 , 8 13 , 52 9 )  

146 , 166 
(235 . 153 )  

13 . 839 . 823 

47 , 489 , 3 15 

65 , 830 , 824 
6 , 347 , 488 

119 . 667 . 627 

$ 24 , 575 , 539 

11 , 628 , 884 
966 , 015 

2 8 , 674 
(30 . 976) 

3 7 , 168 , 136 

3 , 994 , 077 
7 , 7 10 , 739 

( 3 , 3 88 , 979) 
( J , 488 , 397 )  

( 7 , 000 , 000)  
932 , 510 

( 957 , 095 ) 
( 611 , 69 7 )  

(1 . 241.547 ) 

33 . 117 . 747 

2 5 , 759 , 946  

37 , 73 1 , 264 
1 , 8 5 0 , 668 

(5 . 700 . 000 )  

59 « 641. 878 

( Continued) 



SANTA CLARA COUNTY TRANSIT DISTRICT 

STATEMENTS OF CHANGES IN FINANCIAL POSITION 
FOR THE YEARS ENDED JUNE 30 . 1990 AND 1989 (Concluded) 

INVESTING ACTIVITIES : 
Purchase of land , buildings and 

equipment 
Investment in j oint venture 

Total unrestricted cash and investments 
used for investing activities 

INCREASE IN UNRESTRICTED CASH 
AND INVESTMENTS 

UNRESTRICTED CASH AND INVESTMENTS : 
Beginning of year 

End of year 

See notes to financial statements . 
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( 77 , 059 , 9 59 ) ( 73 , 095 , 278 )  
(74 . 579 )  (51 . 799 ) 

(77 , 134 , 538 ) (73 . 147 . 077 ) 

5 6 , 372 , 9 12 19 , 6 12 , 548  

64 . 709 . 373 45 . 096 . 825 

$121 . 082 . 2 85 s 64 . 7 09 . 37 3  



SANTA CLARA COUNTY TRANSIT DISTRICT 

NOTES To FINANCIAL STATEMENTS 

l .  ORGANIZATION 

Santa Clara County Transit District (the District) was 
established in 1972 following an affirmative vote of the 
electorate . The District has the responsibility to 
develop ,  maintain and operate a public mass transit system 
for the benefit of the residents of the County of Santa 
Clara (the County) , Cal ifornia (the State ) . The District 
is governed by the County ' s  Board of Supervisors under 
provisions of the Santa Clara County Transit District Act . 
Accordingly, the District is an integral part of the county 
and is included as a component unit along with all other 
component units in the general purpose financial statements 
of the County . 

2 .  SIGNIFICANT ACCOUNTING POLICIES 

Description of the reporting entity - The financial 
statements include the financial activities of the District 
and the former Guadalupe Corridor Joint Powers Fund (the 
Fund) , whose operations were interrelated . The Guadalupe 
Corridor Joint Powers Fund was established t� oversee the 
construction of a light-rail transit system in the 
Guadalupa Corridor . The Fund ' s  j oint powers agreement 
expired on December 3 1 ,  1988 . Although the Fund was 
terminated , future results of the Guadalupe Corridor 
construction will continue to be presented as part of the 
District ' s  financial statements . 

The financial statements do not include the Santa Clara 
County District Amalgamated Transit Union Pension Plan (the 
Plan) , which is a potential component unit of the 
District . The Plan is excluded because of the prevailing 
industry practice of not including a pension pla-n in an  
enterprise- fund ' •  financia--1 s-ta-tements .  Re-levant f inanci-a-1 
information of the Plan is disclosed in Note 10 . 

Basis of accounting refers to when revenues and expenses 
are recognized in the accounts and reported in the 
financial statements and relates to the timing of the 
measurements made regardless of the method of measurement . 

The accompanying financial statements are prepared using 
the accrual basis of accounting, under which revenues are 
recorded when earned and expenses are recorded when 
incurred . 
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Deferred bond issuance costs are amortized on a straight­
line basis over the term of the related debt . 

Spare parts and supplies are stated at average cost . 

Land . buildings and equipment are stated at cost . 
Depreciation is computed using the straight-line method 
over estimated useful lives of 5 to 50 years as follows : 

Structures and improvements 
Buses and cars 
Light-rail structures and l ight-rail vehicles 
Other operating equipment 
Leasehold improvements 

15 - 50 years 
7 - 15 years 

2 5  - 3 0  years 
5 - 15 years 

lease term 

Assets acquired with capital grant funds a-re included in 
land , buildings and equipment . Depreciation on such assets 
is included in the statements of revenues and expenses . 

Vested compensated absences for vacation and sick leave 
benefits that have been earned but are not anticipated to 
be claimed and disbursed during the next fiscal year are 
accrued and recorded as noncurrent accrued expenses . 

Federal . state and local grant funds are accounted for in 
accordance with the purpose for which the funds are 
intended . 

Approved- grants for the- acquisition- of land , bui ld-ings- and 
equipment are recorded as contributed capital when the 
related expenditures are incurred . Depreciation on assets 
acquired with capital grant funds is transferred from 
retained earnings to contributed capital ; disposals of such 
assets are recorded as reductions in contributed capital . 

Approved grants for operating assistance are recorded as 
nonoperating revenues in the fiscal year in which the 
grants are applicable and the related grant conditions are 
met . 

Investments are stated at amortized cost , which 
approximates current (market) value . 

Pension costs are accrued as determined based on actuarial 
studies using the entry aga n�rmal cost method. 

self-insurance - The District is fully self-insured tor 
liability and workers ' compensation claims . Estimated 
losses on claims other than workers ' compensation claims 
are charged to expense in the period the loss is 
determinable and are paid to the Santa Clara County 
Insurance Internal Service Fund . Estimated losses on 
claims for workers ' compensation are charged to expense in 
the period the loss is determinable and are accrued as a 
liabil ity . 
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Reclassifications - certain reclassifications have been 
made to the 1989 financial statements to conform to the 
1990 presentation . 

3 • CASH AND INVESTMENTS 

The District deposits cash with the county Treasurer in a 
commingled account with cash from various other 
governmental entities within the County for investment 
purposes . The commingled cash is principally deposited in 
time deposits and invested in bankers ' acceptances , 
negotiable certificates of deposit and various U . S .  
Government Agency and commercial notes . Interest earned 
from such time deposits and investments is allocated 
quarterly to the District funds based on its average daily 
cash balances . 

The County ' s  (and therefore the District 's )  investment 
pol icies are governed by state statutes . In addition , the 
County (which includes the District) has an investment 
committee which prescribes written investment policies 
regarding the types of investments which may be made and 
that limit amounts which may be invested in any one 
financial institution or amounts which may be invested in 
long-term instruments . During the year ended June 3 0 ,  
1990 ,  such committee ' s  permissible investments included 
obligations of the U . S .  Treasury , U . S .  Government Agencies 
and certain time deposits , certificates of deposit , 
bankers ' acceptances , commercial paper, repurchase and 
reverse repurchase agreements .  Investments in commercial 
paper must be rated A-1 by Standard & Poor ' s  Corporation or 
P-1 by Moody ' s  Commercial Paper Record . Negotiable 
certificates of deposit are restricted to those rated B or 
better by the Keefe , Bruyette and Wood , Inc . rating service . 

Time deposits are collateralized as required by state lav 
(Government Code Section 53652 ) with assets held in a 
common pool with other governmental agencies . State law 
requires the market value of the common pool of collateral 
be equal to or greater than 1101 of all public deposits 
with the pledging financial institution if government 
securities are used , or 1501 if mortgages are used , as 
collateral . The collateral is not held by , or held in the 
name of the County or the District . 

At June 3 0 ,  199 0 ,  all of the County' s  investments , other 
than time deposits , are insured or registered , or the 
related securities are held by the County or its agent in 
the County' s  name , and thus are credit risk Category 1 
investments . 
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The District complied with the provisions of these statutes 
pertaining to the types of investments held, institutions in 
which deposits were made and security requirements . The 
District will continue to monitor compl iance with applicable 
statutes pertaining to public deposits and investments . 

The ATU Deferred Compensation Plan assets are invested solely 
at the discretion of participating employees . Such 
investments are not subject to statutes relating to County 
investments . 

Cash and investments at June 3 0  consist of ( at amortized 
cost , which approximates market) : 

Time deposits , speci fically 
for the District 

Money market funds , specifically 
for the District 

cash and investments commingled 
in County Treasury 

Deferred Compensation Plan 
Total cash and investments 
Cash and investments : 

Unrestricted 
Restricted for payment of 

certain current liabilities 
Restricted cash and investments : 

With fiscal agent 
Other 

Total cash and investments 

CURRENT: 
Guadalupe Corridor 

capital Proj ect 
Workers ' compensation 
Payroll related 
Total current 
NONCORRENT: 
Workers ' compensation reserve 
Debt retirement reserve 
Deferred compensation 
Guadalupe Corridor Capital 

Project 
Light-rail and other equipment 

acquisition 
Other 
Total noncurrent 
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$ 2 , 952 , 071 

3 11 , 975 

159 , 02 2 , 393  
1.958 . 558 

$164 . 244 . 997 

$12 1 , 082 , 285 

3 1 , 57 1 , 2 35  

5 , 22 2 , 603 
6 . 368 . 874 

$164 . 244 . 997 

$27 , 83 7 , 507 

1 , 655 , 895 
2 . 077 . 833 

§31 . 571 . 235 

$ 6 , 12 9 , 226-
2 , 966 , 000 
1 , 958 , 558 

537 . 693 

s11 . s21 . 411 

$ 12 , 569 , 000 

7 , 2 24 , 22g  

13 0 , 899 , 42 1  
1. 043 . 313 

$151 . 735 . 962 

$ 64 , 709 , 37 3 

9 , 604 , 288 

2 0 , 8 3 9 , 100 
56 . 583 . 201 

$151 . 735 . 9 62 

$ 7 , 24 3 , 578 
2 . 360. 710 

s 9 . 604 . 288 

$ 2 , 966 , 000 
1 , 04 3 , 3 13 

56 , 266 , 778 

16 , 827 , 22 9  
318 .981 

$77 . 422 . 301 



Restricted cash and investments at June 3 0  represent monies 
restricted for ( 1 ) the payment of current and noncurrent 
liabilities , ( 2 )  legally required reserve amount for the 
retirement of debt issued , and ( 3 )  other reserves . 

4 • RECEIVABLES 

Receivables at June 30  consist of the following : 

Federal government 
State government 
Interest 
Sales tax 
Other 

Total 

5 .  INVESTMENT IN JOINT VENTURE 

$ 3 , 151 , 8 68 
487 , 005 

3 , 003 , 28 0  
6 , 604 , 800 

666 . 136 

$13 . 913 . 08 9  

$ 2 3 0 , 425  
1 , 452 , 7 3 0  
3 , 056 , 189 
5 , 8 10 , 978 
2 . 938 . 911 

$13 . 4 89 . 2 33 

During the year ended June 3 0 ,  1988 , the District entered 
into a j oint venture with other County funds to create a 
motor pool for use by the investing funds . Such investment 
is accounted for using the equity method . 

The j oint venture includes investments from the District and 
other County funds in the form of cash and vehicles . The 
activities of the joint venture include rental of vehicles to 
the participating funds , as well as service , maintenance and 
replacement of the vehicles . The joint venture is managed by 
District management , and at June 3 0 ,  1990 the District ' s  
share of the total invest1nent in the j oint venture was 371 . 

Condensed financial information of the j oint venture as of 
and for the year ended June 3 0  is as follows : 

Total assets 
Total l iabilities 
Total equity investment 
Total revenues 
Tota1 expenses 
Excess of revenues over expenses 

$ 1 , 9 14 , 000 
50 , 000 

1 , 8 64 , 000 
973 , 000 
849,000 
124 , 000 

$ 1 , 643 , 000 
5 3 , 000 

1 , 590 , 000 
875 , 000 
788 , 000 

87 , 000 



6 .  LANO, BUILDINGS ANO EQUIPMENT 

Land, buildings and equipment at June 3 0  consist of the 
following : 

Land 
Structures and improvements 
Buses , cars and light-rail 

vehicles 
Light-rail structures 
Other operating equipment 
Leasehold improvements 
Capital proj ects-in-process 

Total 
Accumulated depreciation 

and amortization 

Land , buildings and 
equipment - net 

lll2 
$ 8 6 , 805 , 382  

75 , 02 9 , 652 

147 , 387 , 8 19 

234 , 275 , 9 60 
27 , 054 , 510 

4 , 4 32 , 607 
116 . 480 . 315 

69 1 , 466 , 245  

(71. 607 « 030 ) 

§61 9 , 859 . 212 

lili 

$ 82 , 9 24 , 516 
7 1 , 594 , 678 

146 , 92 0 , 961  
234 , 275 , 960 

24 , 3 20 , 642 
3 , 949 , 2 63  

50 ,420 .265 

614 , 4 06 , 285  

(59 . 345 . 305) 

S�55 . Q60 , 980 

Capital proj ects-in-progress at June 3 0 ,  19 9 0 consists of 
the following ( in thousands ) :  

Guadalupe 
Corridor 
Light-Rail 

Multimodal 
Terminal 

Cal Train-Gilroy 
Extension 

San Jose Transit 
Mall ( SJTM) 

Facilities 
Modifications 

Others 

Total 

current 
Proj ect 

Cost 
Estimates 

$163 , 045 

14 , 543  

6 , 3 00 

3 , 478 

2 1 , 4 2 1  
7 , 134 

$215 . 921 

Expended 
to 

June 3 0 ,  
1990 

$ 98 , 651  

12 , 4 16 

764  

2 , 672  
1 ,977 

$116 . 480 

Committed 
at 

June 3 0 ,  
1990 

$64 , 3 94 

2 , 127 

5 , 536  

J , 478  

18 , 749 

5 . 156 

s22 , ii9 

Planned 
Comple­

tion 
pate 

199 1 

1992 

1993 

199 1 

Various 
Various 

District management anticipates receiving federal and state 
matching funds total ing approximately $64 , 353 , 000 . The 
District has a locally funded commitment of approximately 
$35 , 087 , 000 at June 3 0 ,  19 90 .  
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Additionally , under the Agreement with the City of San 
Jose , ownership of the SJTM will be shared 891 by the 
District and 111 by the City of San Jose . At June 3 0 ,  
1990 , the City o f  San Jose had contributed $4 , 965 , 000 of 
the $3 9 , 38 2 , 000 expended to that date for the SJTM 
proj ect . Upon completion of the SJTM project , the cost 
attributable to the ownership by the City of San Jose will 
be removed from capital projacts-in-process and transferred 
to the City of San Jose and the contributed capital account 
will be reduced accordingly.  

The City of San Jose also contributes funds for certain 
Guadalupe Corridor light-rail proj ect right-of-way 
acquisitions . The District accounts for these 
contributions as a reduction in the purchased asset as the 
City of San Jose retains title for its portion of the 
acquisition . 

7 .  LONG-TERM DEBT 

Long-term debt at June 30  consists of :  

Series 1985A Equipment Trust 
Certificates , adjustable rate 
of interest ( 5 . 41  at June 3 0 ,  
1990) , due June 1 ,  2 015 $29 . 660 . 000 $29 . 660 . 000 

The Series 1985A Equipment Trust Certificates (the 
Certificates) were issued to finance the retirement of the 
Series 1984A Equipmen� Trust� certificates whi�ch had� been� 
issued to finance the acquisition of light-rail vehicles 
for the Guadalupe Corridor light-rail proj ect . Proceeds 
from the sale of the 1985A Certificates were $52 , 155 , 000 , 
net of issuance costs of $705 , 000 . As of June 3 0 ,  1990 , 
the District had repaid $2 3 , 200 , 000 on the Certificates . 
The interest on the 1985A Certificates is adjusted daily by 
the Trustee . 

The Certificates are limited general obligations of the 
District and are secured by the light-rail vehicles 
purchased with the proceeds of the Certificates . As 
additional security for these obligations , the District has 
pledged 901 of sales tax revenues for its years ended 
June 3 0 ,  1985 through 1990 and 1001 of sales tax revenues 
for all subsequent years . 

Long-term debt of $29 , 660 , 000 matures beginning in 2 007 . 
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8 • RETAINED EARNINGS 

The Board has reserved retained earnings of $67 , 9 94 , 568 at 
June 3 0 ,  19 9 0 ( 19 89 , $80 , 702 , 3 3 3 )  for the locally funded 
share of capital asset acquisitions . 

9 .  FEDERAL, STATE AND LOCAL ASSISTANCE 

The District is dependent upon the receipt of funds from 
several sources to meet its operating , maintenance , capital 
and future debt service requirements . The receipt of such 
revenues is controlled by federal , state and local laws , 
the provisions of various grant contracts and regulatory 
approvals  and , in some instances , is  dependent on the 
availability of grant funds and the availability of local 
matching funds . A summary of the various governmental 
funding sources is as follows : 

Federal grants - Federal grants are approved principally by 
Urban Mass Transportation Administration (UMTA) . Federal 
grants for the year ended June 3 0  are summarized as follows : 

Operating assistance grants : 
UMTA Section 9 
Federal Aid Urban (FAU) 
Federal Technical studies 
UMTA Section 3 
Managerial Technical Grant 

Total 

Capital grants : 
UMTA Section 3 
UMTA Section 9 

Total 

Total federal grants 

$ 6 , 157 , 85 2  
8 7 , 4 97 
54 , 804 

4 3 8  
12 . 453 

6 . 313 .044 

3 8 , 3 0 6 , 460  
1 , 322 , 893 

39 . 629 . 353 

$45 . 9 4 2 . 397 

$ 6 , 667 , 73 9 

7 , 062 
64 , 38 1  

6 . 739 , 182 

19 , 94 9 , 74 6  
1 , 300 .899 

21 , 250. 645 

$27 . 989 . 827 

UMTA reserves the right to audit expenditures financed by 
its grants to determine if such expenditures comply with 
conditions of the grants . The District' s  management 
believes the results of such audits will not have a 
material adverse effect on the District ' s  financial 
position . UMTA retains its interest in assets acquired 
under federal grants should the assets be disposed of prior 
to the end of their economic lives or not be used for mass 
transit . 
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state grants and subsidies - state grants and subsidies for 
the years ended June JO a-re summarized as �ollows : 

Operating assistance : 
Transportation Development Act 
State Transit Assistance 
Other 

Total 

Capital assistance : 
State Transit Assistance 
State Highway Account 
Other 

Total 

Total state grants and subsidies 

� 

$42 , 814 , 516 
276 , 168 
140 . 096 

43 . 230. 780 

115 , 005  
5 , 43 9 , 807 

372 . 000 

5 . 926 . 812 

§�2 I .:F di9i 

ll.ll. 

$38 , 352 , 209 
169 , 289 
87 .912 

38 , 609 . 410 

209 , 883  
4 , 03 9 , 923  

4 , 249 .806 

§42 , 859 , il6 

Transportation Development Act funds represent tha 
District ' s  share of the . 2 51 sales tax collected for each 
taxable sales dollar spent in the County . 

Sales tax revenues , $90 , 818 , 836  and $83 , 428 , 8 66 in 1:990 and 
1989 , respectively , represent amounts received from the 
California state Board of Equalization which , under a sales 
tax measure , collects for the District . SI for each taxable 
sales dollar spent in the County . These amounts are 
available to fund both operations and capital expenditures 
except as described in Note 7 .  

Local grants - Capital assistance received f�om the City of 
San Jose for the years ended June J O ,  1990 and 1989 was 
$44 , 270 (excluding a prior year adjustment of $114 , 622 ) and 
$259 , 495 , respectively. Capital assistance received from 
the City of Santa Clara in 1990 was $2 , 003 , 502 and none was 
received in 1989 . 

The Santa Clara County Local Transportation Fund allocation 
to the Santa Clara County PCC staff of $56 , 515  and $20 , 000 
for the years ended June J O ,  1990 and 198 9 ,  respectively, 
has been included in other nonoperating revenues . 
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10 . EMPLOYEE BENEFIT PLANS 

PENSION PLANS : 

The following information regarding the Santa Clara County 
District Amalgamated Transit Union Pension Plan (the Plan) 
and the Public Employees ' Retirement Fund (the Fund) is 
disclosed in accordance with the requirements of Statement 
No . 5 of the Governmental Accounting Standards Board , 
Disclosure of Pension Information by Public Employee 
Retirement systems and state and Local Governmental 
Employers , (GASB No . 5 ) .  

THE PLAN 

Substantially all Amalgamated Transit Union (the Union or 
ATU) employees are covered by the Plan . The Plan is a 
single-employer defined benefit pension plan . The Plan 
provides retirement , disability and death benefits based on 
the employees ' years of service , age and final 
compensation . Elpployees vest after ten years of service 
and are eligible to receive retirement benefits at age 65 . 
Employees may also be eligible to receive retirement 
benefits at age 55 after fifteen years of service . These 
benefit provisions and all other requirements are 
established by state statute and various employee 
agreements . 

The District , based on a valuation by the Plan ' s  actuaries , 
contributed 5 . 821 and 6 . 32 1  of payroll for covered 
employees during the years ended June 3 0 ,  1990  and 1989 , 
respectively . The District ' s  total covered Union payrol l  
for the years ended June 3 0 ,  1990 and 1989  was $55 , 486 , 000 
and $52 , 58 7 , 000 , respectively . 

Funding status and progress 

The "pension benefit obligation" is a standardized 
disclosure measure that results from applying actuarial 
assumptions to estimate the present value of pension 
benefits , adj usted for the effects of proj ected salary 
increases and step rate benefits , to be payable in the 
future as a result of employee service to date . The 
measure is intended to help users assess the funding status 
of the Plan to which contributions are made on a going­
concern basis , assess progress made in accumulating 
sufficient assets to pay benefits when due and make 
comparisons among employers . The measure is the actuarial 
present value of credited proj ected benefits and is  
independent of  the funding method used . 
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The pension benefit obl igation of the Plan was computed as 
part of an actuarial valuation performed as of January 1 ,  
1990 . The significant actuarial assumptions used in the 
1990 valuation to compute the pension benefit obl igation 
were an average rate of return on investment assets of 81 , 
average wage increases of 41  attributable to inflation and 
real salary increases and 21  attributable to merit or 
seniority and no postretirement benefit increases . There 
were no changes in actuarial assumptions . 

The funding status appl icable to the Plan at January 1 ,  
1990 (the latest available for the Plan) follows : 

Pension benefit obligation : 

Retirees and beneficiaries currently 
receiving benefits and terminated 
employees not yet receiving benefits 

current employees : 
Employer financed , vested 
Employer financed , nonvested 

Total pension benefit obligation 

Net assets available for plan benefits , 
at amortized cost (total current 
market value , $54 , 22 0 , 000) 

Net assets in excess of pension 
benefit obligation 

$10 , 075 , 000 

2 3 , 280 , 000 
10 . 895 . 000 

44 , 250 , 000 

52 . 142 . 000 

s 7 . 892 . 000 

Actuarially determined contributions required and 
contributions made 

The funding policy of the Plan provides for actuarially 
determined periodic contributions by the District at rates 
such that sufficient assets will be available to pay Plan 
benefits when due . The District ' s  contributions to the 
Plan for the years ended June JO ,  199-0 and 1989 were made 
in accordance with the actuarially determined requirements 
computed as of January 1 ,  1989 and 1988 , respectively . The 
total pension expense and funded contributions for the 
years ended June 3 0 ,  1990 and 1989 were $3 , 229 , 000 and 
$3 , 3 2 3 , 000 , respectively , which consisted of the District ' s  
employer contributions of $3 , 179 , 000 and $ 3 , 013 , 000 normal 
cost ( 5 . 73 1  and 5 . 73 1  of current covered payroll ) and 
$50 , 000 and $310 , 000 amortization of the unfunded actuarial 
liability ( . 091  and 0 . 591 of current covered payroll ) , 
respectively. The unfunded actuarial liability at 
January 1 ,  1990 was $3 , 543 , 000 . 
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The Plan uses the level percentage of payroll  modification 
of the Entry Age Normal Cost Method to determine the 
contribution rate for normal cost and to amortize any 
unfunded actuarial liabil ities . Unfunded actuarial 
liabilities are amortized through June J O ,  2 014 . 

Significant actuarial assumptions used in the 1989 and 1988 
valuations to compute the actuarially determined 
contribution requirement are the same as those used to 
compute the pens ion benefit obligation as described above . 

Historical trend information 

Trend information gives an indication of the progress made 
in accumulating sufficient assets to pay benefits- when due . 

Trend information for the years ended June J O ,  199 0 ,  1989 
and 1988 (us ing the latest available actuarial valuations 
as of January 1 ,  1990 , 1989 and 1988 , respectively) follows : 

Net assets available for 
benefits , at amortized cost 

Pension benefit obl igation 

Net assets available for benefits 
as a percentage of pension 
benefit obl igation 

Net assets in excess of pension 
benefit obligation 

Unfunded actuarial liabil ity 

Annual covered payroll  ( for the 
year ended June 30 )  

Net assets in excess of  pension 
benefit obl igation as a 
percentage of annual 
covered payroll  

Contributions ( for the year 
ended June 3 0 )  made in accordance 
with actuarially determined 
requirements as a percentage 
of annual covered payroll  
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l.ilQ. 
( OOO ' s ) 

lili 
( OOO ' s )  

llll 
( OOO ' s ) 

$52 , 142 $�4 , 845 $35 , 701 

$44 , 250 $3 5 , 740 $32 , 071 

1181 1251 1111 

$ 7 , 892  $ 9 , 105 $ 3 , 630  

$ 3 , 543  $ 535  $ 3 , 594 

$55 , 4 86  $52 , 587 $50 , 930 

14 . 21 17 . 31 7 . 11 

5 . 821  6 . 321  5 . 691 



THE FUND 

All eligible County nonunion employees within the District 
participate in the Fund of the State of Cal ifornia ' s  Public 
Employees Retirement System (PERS) . The Fund is an agent 
multiple-employer defined benefit retirement plan that acts 
as a common investment and administrative agent for various 
local and state governmental agencies within the State of 
California . The Fund provides retirement , disability and 
death benefits based on the employees ' years of service, 
age and final compensation . Employees vest after five 
years of service and may receive retirement benefits at age 
so . The County contracts with PERS for these benefits and 
the District participates with the County on a cost-sharing 
basis . These benefit provisions and all other requirements 
are established by state statute and county resolutions . 

The District , based on a valuation by the Fund ' s  actuaries , 
contributed 12 . 3 1 and 12 . 11 of payroll for covered 
employees to the Fund for the years ended June 3 0 ,  1990 and 
19 89 , respectively . The District ' s  contribution , in 
accordance with various employee agreements , includes the 
employees '  required 71 of payroll contribution . The 
District ' s  total covered payroll , applicable to county 
employees , for the years ended June 30 ,  1-990  and 1-9 8-9 waa 
$14 , 3 2 5 , 000 and $ 13 , 3 15 , 000 , respectively . Employees have 
no additional obligation to contribute to the Fund . The 
District ' s  contributions for 1990 represented 3 . 01 ( 1 98 9 , 
3 . 11 )  of the County ' s  total contributions to the Fund . 

Funding status and progress 

The pension benefit obligation (as defined under the Plan , 
above ) of the Fund was computed as part of an actuarial 
valuation performed as of June 3 0 ,  1989 . The significant 
actuarial assumptions used in the 1989 valuation to compute 
the pension benefit obligation were an assumed rate of 
return on investment assets of a . SI ,  annual payroll  
increases of  S . 51 attributable to inflation and real salary 
increases and 1 . 51 attributable to merit or seniority and 
no_ postretirement benefit increases .  There were no changes 
from the prior year in actuarial assumptions or benefit 
changes in the pension benefit obligation . 

The funding status applicable to all County employees at 
June 3 0 ,  1989 follows : 
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Pension benefit obl igation : 
Retirees and beneficiaries currently 

receiving benefits and terminated 
employees not yet receiving benefits 

current employees : 
Accumulated employee contributions 

and allocated investment earnings 
Employer-financed , vested 
Employer-financed , nonvested 

Total pension benefit obligation 

Net assets available for benefits , at 
cost (total current market value , 
$1 , 197 , 023 , 000 ) 

Net assets in excess of pension benefit 
obligation 

$ 3 3 2 , 086 , 000  

s 

2 6 0 , 970 , 000 
3 4 6 , 481 , 000 
19 . 589 . 000 

959 , 12 6 , 000  

1. 021 . 350 . 000 

62 . 224 , 000 

Actuarially determined contribut ions required and 
contributions made 

The funding pol icy of the Fund provides for actuarial ly 
determined periodic contributions by the County , which 
includes the District , at rates such that sufficient assets 
will be available to pay Fund benefits when due . The 
District ' s  contributions to the Fund for the years ended 
June 3 0 ,  1990 and 1989 were made in accordance with the 
actuarially determined requirements computed as of 
June 3 0 ,  1989 and 1988 , respectively . The District ' s  total 
pension expense and funded contributions for the years 
ended June 3 0 ,  19 90  and 1989 were $1 , 756 , 000 and $1 , 607 , 000  
respectively , which consisted of (a )  $972 , 000  and $89 0 , 000 
of the employees '  total required contribution paid by the 
District (net 6 . 8 1 and 6 . 7 % of current covered payroll )  and 
the District ' s  employer contributions of (b)  $7 8 4 , 000  and 
$7 17 , 000 normal cost ( 5 . 4 1 and 5 . 4 1 of current covered 
payroll ) . 

The Fund uses the level percentage of payroll modification 
of the Entry Age Normal Actuarial Cost Method to determine 
the contribution rate for normal cost and to amortize any 
unfunded actuarial liabilities . Unfunded actuarial 
liabilities are amortized through June 3 0 ,  2 011 . 

Significant actuarial assumptions used in the 198 9  and 1988 
valuations to compute the actuarially determined 
contribution requirements are the same as those used to 
compute the pension benefit obligation as described above . 

A-2 1 



Historical trend information 

Trend information gives an indication of the progress made 
in accumulating sufficient assets to pay benefits when 
due . Systemwide trend information may be found in the 
Cal ifornia PERS Annual Reports . 

For the County' s  share of the Fund , trend information for 
the years ended June 3 0 ,  1990 , 1989 and 1988 (using the 
latest available actuarial valuations as of June 3 0 ,  1989 , 
1988 and 1987 , respectively) follows : 

Net assets available for 
benefits , at cost 

Pension benefit obligation 

Net assets available for 
benefits as a percentage 
of pension benefit 
obligation 

Net assets in excess of 
pension benefit obl igation 

Annual covered payroll 

Net assets in excess of 
pension benefit obligation 
as a percentage of annual 
covered payroll 

contributions made in 
accordance with actuarially 
determined requirements as 
a percentage of annuai 
covered payroll 

OTHER POSTEMPI.DYMENT BENEFITS : 

DEFERRED COMPENSATION PLAN 

.li.22 
( OOO ' s ) 

$1 , 02 1 , 350 

$ 959 , 126  

1061 

$ 62 , 224  

$424 , 011 

14 . 71 

13 . 91 

lili 
( OOO ' s )  

ll.ll 
( OOO ' s ) 

$894 , 580  $781 , 138 

$855 , 511 $778 , 3 02 

1051 1001 

$ 39 , 069 $ 2 , 836  

$377 , 096 $3 4 1 , 968 

10 . 41 . st 

13 . 81 15 . 51 

The District offers its ATU employees a deferred 
compensation plan (Deferred Plan) created in accordance 
with Section 457 of the Internal Revenue Code . The 
Deferred Plan permits the employees to defer a portion of  
their salary until future years . The deferred compensation 
is not available to the employees until termination, 
retirement , death or emergency . 
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Beginning in 199 0 ,  the District included the assets of the 
Deferred Plan in the accompanying balance sheet under 
noncurrent assets and noncurrent accrued expenses . 

At June J O ,  1990 and 1989 , $1 , 959 , 000  and $ 1 , 04 3 , 000 had 
been deferred under the Deferred Plan . All amounts of 
compensation deferred under the Deferred Plan are invested 
in money market , mutual ,  growth or fixed income funds , and 
all related earnings thereon are solely the property of the 
District until paid or made available to the employee or 
other beneficiary,  subj ect only to the claims of general 
creditors . Participants ' rights under the Deferred Plan 
are equal to those of general creditors of the District in 
an amount equal to the fair market value of the deferred 
account for each participant . To date , the Deferred Plan 
assets have only been used to pay deferred compensation 
amounts to employees . In the opinion of District 
management it is unlikely that deferred compensation assets 
will be used to satisfy the claims of general creditors in 
the future . 

All nonunion employees are covered under the County ' s  
Deferred Compensation Plan which is included in the 
County ' s  balance sheet under the same classification . 

SPOUSAL MEDICAL TRUST 

Beginning in 199 0 , the District included the net assets 
available for ATU Spousal Medical Trust ( the Trust} , a 
medical insurance benefit for the pensioners ' spouses , as a 
noncurrent asset and liability on the District ' s  financial 
statements . In prior years , the Trust had been included in 
the Santa Clara county District ATU Pension Plan ' s  
financial statements .  Pursuant to a collective bargaining 
agreement , the District is required to contribute to the 
Trust $0 . 05 ,  increasing to $0 . 10  beginning March 5 ,  1990 , 
per hour worked by Union employees . Such contributions for 
the year ended June 3 0 ,  199 0 and 1989 were SlS-9 , 000 and 
$ 14 1 , 0 00 , respectively . 

The District ' s  1989 financial statements have been restated 
to conform to the 1990 presentation . The addition of the 
Deferred Plan and the Trust did not materially change the 
financial statements of the District . 
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ATU RETIREE HEALTH CARE PROGRAM 

The District provides an ATU Retiree Health Care Program 
(the Program) , a postemployment benefit ,  in  accordance with 
the agreement between the District and the ATU , to all ATU 
employees who retire from the District on or after 
attaining the age of 55 with at least 15 years of service . 
As of June 3 0 ,  1990 , 12 6 retirees meet the eligibility 
requirements . The District pays medical and l ife insurance 
premiums for its retirees . Expenditures for the Program 
are recognized as retirees report claims . Expenditures of 
approximately $194 , 000 were incurred for the year ended 
June 3 0 ,  1990 .  

The District is  required to include the balance sheet 
effect of the ATU Retiree Health care Program in its 
financial statements beginning with fiscal 1995 . 

11 . COMMITMENTS 

The District leases its office facilities from the County 
under a year-to-year lease agreement and leases various 
other properties for use as transfer facilities , parking 
lots , information centers and warehouses under lease 
agreements which expire at various dates through 2 013 . 
These agreements are recorded as operating leases . Rent 
expense was approximately $1 , 4 14 , 000 and $ 1 , 244 , 000 in 1990 
and 1989 , respectively . 

Minimum future annual rental payments under these lease 
agreements are as follows : 

1991 
1992 
1993 
1994 
1995 
Thereafter 

Total 
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$1 , 200 , 000 
1 , 008 , 000 

874 , 000 
838 , 000 
101 , 000 

2 .986 ,000 

§7 . 007 . 000 



Unaudited Financial Statements of the 
Santa Clara County Transit District 
Balance Sheet as of January 6, 1991 

Current Assets 

·:::ash and Investments 
Unrestricted 
Restricted 

Receivables 
Due from Other Government Agency 
Spare Parts and Supplies 
Prepaid and Other Current Assets 

Total Current Assets 

Deferred Bond Issuance Costs (Net ) 

Restricted Cash and Investment 

Investment in Joint Venture 

Land, Bui ldings and Equipment ( Net ) 

TOTAL ASSETS 

Assets 

$100,003 . 895 
1 6, 148, 996 
3 , 201 . 410 

2 1 , 78 5 , 173 
8, 893, 604 
5 , 618, 814 

155, 651 , 892 

704, 101 

13 , 274 , 027 

687, 382 

6 59 , 091, 65 1  

$829 .409 , 052 

Liabilities and District Equity 

Current Liabilities 
Accounts Payable 
Accrued Expenses 

Total Current Liabilities 

Non-Current Accrued Expenses 

Long-Term Debt 

District Equity: 
Contributed Capital 

Retained Earnings : 
Reserved 
Unreserved 

Total District Equity 

TOTAL LIABILITIES AND DISTRICT EQUITY 
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$ 3 , 5 80,283 
9 , 2 59 , 300 

12 , 839, 583 

17 , 340, 440 

29, 660, 000 

391 , 3 09 ,961 

57 ,994, 568 
3 10 , 264 ,499 

769 , 569, 028 

$829 ,409, 052 



Unaudited  Financial Statements of the 
Santa Clara County Transit  District 
Statement of Revenues and Expenses 

for the Period 
July l ,  1 9 90  to January 6 ,  1991 

OPERATING REVENUES : 
Passenger fares , ticket sal es and 

other operating revenues 

OPERATING EXPENSES : 
Transportation 
Vehicle  maintenance 
Non-vehicle  maintenance 
General and administrative 

Ope rating expenses excluding 
depreciation and amortization 

Depreciation and amortization 

Total operating expenses 

OPERATING EXPENSES IN EXCESS OF 
OPERATING REVENUES 

NON-OPERATING REVENUES/ ( expens es ) : 
State Ass istance 
Federal grants 
Sales tax revenues 
Interest income 
Other revenues 
Interest expens e  
CalTrain passenger subsidy 
Other expense s  

Total non-operating revenues { net ) 

EXCESS OF REVENUES OVER EXPENSES 
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$ 8 , 102 . 2 17 

34 , 140 , 034  
15 , 938 , 7 96  
3 , 2 8 1 , 1 78  

12 , 813 , 22 6  

66 , 173 , 234  

6 , 467 , 02 6  

72 , 640 , 26 0  

( 64 , 53 8 , 043 ) 

22 , 893 , 878  
3 , 2 2 1 , 5 1 6  

45 , 057 , 58 1  
5 , 866 , 325  

6 03 ,255  
608 , 683 ) 

2 , 326 , 653 ) 
6 , 214 , 453 } 

68 , 492 , 766  

$ 3,  954 , 723 



APPENDIX B 

LOCAL ECONOMIC AND OTHER INFOR..l\1ATION 

General 

Santa Clara County l i es immediat e l y  south of the San Franc i sco Bay and is 
the fourth mos t  populous county in Califo rnia . The County encompas s e s  an area 
of approximately  1 , 300  square  mi l e s . One thi rd of the total  acreage is 
re lat ively  f lat with few topographic  barri ers . The •,a l l ey f loo r , whi ch 
extends outward from the 3ay in a southeasterly  di rection , i s  shaped tiy :he 
Santa Cruz Mountains on the west and the Diab lo Range on the Eas t . Two 
dist inct ?al leys are formed where the hi l l s  narrow a t  the town of Coyote ,  
located in the center of :he County . This natural divis ion defines  the two 
a reas itnown l oca l ly as Nor�h County and South County . 

South County has retained :he agr i cultural base  which once exi sted 
throughout the area . North County is  dens e l y  populated , extens ively  urbanized 
and heavi ly :ndustria l i z e d .  North County contains 1 3  c i t i e s , each one 
adjacent :o anocher .  South County has two c i t i es , sepa rated by roughly  2. 0  
mi l es . The uppermost  western port ion of �Io rth County , w ith  i t s  concentrat ion 
of high-technology , e l ect ronics -oriented industry ,  i s  often ref e rred to as 
" S i l icon Va l l ey . " It  derives :hi s name f rom the base  material  used to 
manufacture semiconductors , whi ch were f i rs t  deve loped there . Large emp loye rs 
i nclude =.ockheed  �i s s i l es  & Space Co . ,  �ewlett-Packard ,  IBM ,  Nat i onal 
Semiconductor and Varian Assoc i ates . 

As ide f rom a sma l l  portion of the lower end of San Franc isco Bay , the 
County contains no major  bodies  of wate r ,  although seve ral  rese rvo i rs and 
lakes are scatte red throughout the a rea . Mt . Hamilton , located  di rect ly east  
of San jose , i s  the highest  point in  the County , with an  e levation of 4 ,  2 13  
feet . The County has a mild  c l imate , w ith  mean temperatures for January and 
July  of 49 degrees and 68 degrees , respect ive l y ,  and ave rage annua l rainfal l 
of 13  inche s . 

Ne ighbodng counti es inc .:..ude San Mat eo on the northwest , Santa Cruz on 
the southwest , San Benito on the South , Merced and Stanis laus on the east , and 
Alameda on the northeast . �he C ity of San Jose , the County ' s  pr imary c i ty ,  i s  
50  mi l e s  south o f  San Francisco and 4 2  mi les south o f  Oakland . 

County Government 

Santa Clara County was incorporated in 1850 as one of the o r iginal 27  
count ies  of  the State . I t  ope rates ·J.nde r a home rule chart e r , adopted by 
County •,ote rs in 1950  and amended in 1976 . The legis lative body i s  a 
f ive-membe r  Board of Supe rvi sors e l ected for staggered four-year t e rm s  by �he 
D istrict . Other e lected off i c i a l s  incl ude :he Assessor , Dis trict  Attorney,  
and She riff . Al l elected off ic ia ls  s e rve four-year terms . The  County 
Execut ive , who is appointed by :he Boa rd of Supervisors , administers  :he dai ly 
affa i rs of the County and ca t:' r i e s  out Board pol icies . Department heads are 
appo inted by the County Execut ive . 
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The County provides certain  s e rvices  on a countywide bas i s  and addit i onal 
s e rvices to unincorpo rated areas . County services  inc lude l aw and j us t ice , 
detention , soc ia l , health ,  hospital , f i re protect ion , roads , transpo rtat i on ,  
parks and recreation ,  e l ect i ons and records , communicat i on , plann i ng ,  zoning , 
treasury and tax co l l ect ion . 

Transportat i on 

The City of San Jos e  i s  at the j unct ion of Int e rstate  Highways 2 8 0 , 6 80 , 
and 880  and U . S .  Highway l O l . U . S .  1 0 1  and I nterstate 2 8 0  se rve Santa ,:lara 
County from the north , providing a 1 ink with San Franc i sco . Int erstates  680-

and 880  connect the County w i th the Eas t  3ay . Connec t i ng these  �a in  highways 
are H ighways 8 2 , 85 and 2 37 . va rious County roads . and a we l l -deve l oped s ystem 
of expressways . In �arch 1984 , .:::ounty voters approved a ha lf-cent sa .:.es  :.ax 
increase to bui ld or complete  three ma jor  highway pro J e cts . The tax began on 
Apr i l : ,  1 985  and wi l l  last ten years . Jver $1  bi l l ion wi l l  ba gene rated tcr 
upgrade Highway 2 3 7 , widen Highway 1 0 1 , and extend Highway 35 in the County ' s  
western port ion .  Const ruction of the pro j ects i s  current ly unde rway and i s  
be ing implemented through a cooperat i ve effort between the Santa C lara County 
Traffic  Authority and CalTrai n .  

The Dist r i ct provides 8US s e rvice  throughout the County , inc luding 
connect ions to the San Franc i sco Bay Area Rapi d  Trans i t  Sys tem and to CalTrain  
services . Boarding r i de rshi p  tota l l ed 4 1 . 65  mi l l ion passengers for  the  year 
ended June 199 1 , a 7 . 6% i nc rease  f rom r i �e rship of 38 . 7  mi l l i on in 1990 and a 
265% increas e  from r idership of 1 5 . 7  mi l l ion in 1980 . Cons truc t i on was 
completed i n  Apri l 1 9 9 1  on the $550 mi l l ion Guada lupe  2ort i.on of the l ight 
rai l proj ect travers ing the County . The 2 1-mi le  system has 3 3  pas senge r stops 
f rom the res ident ial  and indust ri a l  areas  of south San Jos e  through downtown 
San Jose to the northe rn i ndust r ia l  areas of Santa Clara County . In the 
F i scal Year ended Cune 30 , 19 91 , the :J i st r ict ' s  l ight rai l  s e rvice  ca r r i ed 
4 . 0  mi l l ion passenge rs . 

Other ra i l  servic e  i s  provided by Southern Pac i f i c  and Ca lTra in ,  which 
features a commuter ra i l  s e rvice  between the greater  San Jos e  area and San 
Franc i sco .  Other t rans i t  operators  in the County include Greyhound Bus L iners 
and Peer ! e s s  Stages , both of  whi ch off e r  pas senger  and parce l  s e rvice w1 th 
ove rni ght de l iver 1 e s  to al l maj o r  c i t i es i n  Cal ifornia . 

Southe rn Pacific  and West e rn Pac i f ic provi de fre ight s e rvice  to the east 
sho re of San Franc isco Bay . Within  San Jose ,  the re  are  cent ra l switching 
yards with ramps for p iggyback loading and c ranes  for handl ing of 
containe r i zed fre ight . F re i ght t ransportat ion s e rvice  is a l so p rovided by 
approximate ly 65 inte rstate  t rucking fi rms and more than 400 l ocal  and 
regional cont ract carr i e rs . 

Jeepwater  transpor1:at 1on i s  ava i lab l e  at the Port of Redwood '.:ity , s ome 
25 mi l es north of San Jose . ?orts at San F ranc isco and Cakland are  equipped 
to handle a l l types cf coasi:al  =.nd ove rseas cargo . Al l three ports are 
conveniently  access ible  by f reeway from San ;os e .  
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San Jose International Airport is one of the three major airports in the 
San Francisco Bay .�rea. The airport serves the most heavily traveled air 
corridor in the world , the Southern California/Bay Area corridor. The airport 
is served by 13 carrier's with 400 daily flights and in 1990 handled 7 . 1  
million passengers, a 6% increase over 1989. The airport compl eted a number 
of capital expansion projects in February 1990, including the first new 
terminal ( Terminal A )  in  twenty-five years, a customs facility , a parking 
garage containing 1 , 800 spaces , new parking lots and several new roads. 
Airport officials are currently developing a Master Plan to address County a i l"  
travel needs over the next twenty years. 

County :residents and visitors alike also util i ze San Francisco 
International Airport ( 40 miles northwest of San Jose ) and Metropolitan 
Oakland International Airport ( 30 miles north of San Jose } .  General aviation 
and charter services are available at San .;ose ' s  i:<ed-Hi l lview Airport , the 
South County Airport at San Martin and the County Airport at ?alo Alto. 

Population 

When 'liewed over the past 50 years, the County · s population growt;1 
pattern has exhibited three decades of very r-obust growth followed by two 
decades of healthy, yet more sustainable ;rowth rates . 

According to U . S. Census figures , the number of County residents grew by 
66% between 1940 and 1950, with most of the increase concent rated in  ':he 
unincorporated  areas and in the largest cities of San Jose, Palo Al to and 
Santa Clara. In the next decadej from 1950 to 1960 . population growth 
exploded by 121%, with every major city as well as the unincorporated areas 
posting huge increases ; the County also recorded the incorporation of four new 
cities during the 1950 ' s ,  raising the total number of c ities to its current 
level of 15. 

Population growth subsided during the 1960 ' s, although the 66% growth 
rate was ove r four times the 15 . 4% statewide increase. The populat ion of 
Santa Jose doubled for the second decade in a row , while the c i t i es of 
Mountain View . Santa Clara , and Sunnyvale added at l east 2 3 ,  000  t:'esidents 
each. The unincorporated area of the County posted its first decline in the 
1960 ' s ,  setting the stage foe further" drops in  each of subsequent ':.hree 
decades. 

County population growth fell to 2 1 . 5% during the l 9 70 ' s, thereby falling 
below the statewide rate (25 .  7% ) for- the first t ime in  recent hi stocy . San 
Jose continued to add more residents ( 1 8 3, 621 ) than any other city ,  while  two 
of the larger c: ities ( Palo Al to and Santa Clara ) recorded small  9opulation 
declines and residents :n the unincorporated at:'eas fel l by 2 5 , 160.  The slower 
growth of the 1970 ' s  refl ected a slowing urbanization, due in par:-t to policies 
adopted by the County to preserve agricultural a reas. The same f3ctor 
influenced further s :owing of County growth in the 1980 ' s and .::.s expect ed to 
have simi lar  effect in the l990 ' s .  
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The latest data from the U.S. Census indicate that the County ' s  
population reached 1, 497 , 5 77  in 1990 , representing a 15 . 6% increase from the 
population base in 1980. Over the same period , statewide population grew more 
rapidly at a rate of 21. 5% .  San Jose ' s  population of 782 , 248 resulted in its 
becoming the largest city in the Bay Area, surpassing San Francisco. 
Double-digit growth rates were achieved in Campbell ,  Cupertino , Gilroy , 
Milpitas , Morgan Hi 11 , Mountain View, San Jose and Sunnyvale.  ?opulation 
declines were reported for Monte Sereno, Saratoga and the unincorporated 3._ceas 
of the County. The remaining cities had low, but positive , growth rates. 

Of the County ' s  1 5  citias , approximately one-half of the residents live 
in San Jose . Other ma j or cities in the County include Sunnyval e, Santa Clara , 
Mountain View and Palo Al to , all of which are located northwest of San Jose 
and are in the area popularly referred to as "Silicon Valley" due to the .large 
concentrations of electronics, research and manufacturing firms. 

The table below provides an historical summary of population trends i n  
Santa Clara County and its incorporated cit ies. The proportion of residents  
currently living in  cities i s  9 3% ;  it had been as low as 65% in  :he 1940 ' s. 
The increasing maturation of the County ' s  employment and economic sectors over 
the past 40 years has r:-es"Jl t:ed in the incorporation of new cities , as well  as 
the expansion of c ity boundaries , resulting in a declining fraction ( 7%) of 
residents living in unincorporated areas. 

Campbel l 
Cupert i no 
G i  1 roy 
Los Al tos 
Los Al tos H i l l s  
Los Gatos 
Mi l p i tas 
Mon te  S e reno 
Mo rgan Hi 1 1  
Moun ta i n V i ew 
Pal o Al to 
San Jose  
Santa C l ara 
Sara toga 
S u n nyval e 
Un i nco rporated 

Tota l  

Ca l i fo rn i a  

4 . 337 

3 , 6 1 5  

3 , 597 

l , 01 4  
3 , 946 

1 6 ,  774 

68 , 45 7  
6 , 65 0  

4 . 373 
62 '86 

' 74 . 949 

6 , 90 7 , 38 7  

TABLE B-1 

County of Santa Clara 
Population{ l) 

9 .  720  
2 . 4 38 
4 , 95 1  

4 , 907 

1 . 62 7  
6 , 563  

25 , 475 
]5 . 280 
' 1 .  702 
1 .  329 
9 . 829 

1 1 7 .  1 76 
2'::;Q . 547 

1 0 . 586 . 223  

1 1  , 863 
3 , 664 
7 . 348 

1 9 . 696  
3 , 4 1 2  
9 , 0 36  
5 . 572 
1 .  506 
3 .  1 5 1  

30 . 889 
52 . 287 

204 . '. 96 
58 . 880 
1 11 . 86 1 
: 2 . 398 

1 62 . 056 
642 , 3 1 5  

1 5 , 7 1 7  , .:. A  

24 . 73 1  
1 8 , 2 1 6  
1 2 , 66 5  
24 , 872 
6 , 86 2  

23 , 46 6  
27 , 1 49 
3 .  0 74  
6 . 48 5  

54 . 20 6  
55 . 999 

445 , 7 7 9  
87 . 7 1 7  
2 7 . D9 
] 5 . 40 8  

1 52 1 8 1 
'. .  066 . 009 

• 8 ,  1 36 ,  045 

( 1 ) Tota l s may not eau a l  s ums due t o  i ndependen t  rou nd i ng .  
Sou rce : Un i ted States  Cen sus  ( 1 940- 1 990 ) 
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27 , 06 7  
25 , 7 7 0  
2 1  . 64 1  
25 , 769 

7 , 42 1  
26 , 598 
37 , 820 
3 . 434 

1 7 . 060 
58 . 65 5  
5 5 , 225  

636 . 55 0  
8 7 . 7 46 
29 , 26 1  

; 0 6 , 6 1 8  
1 28,29 1 

1 . 295 , 0 7 1 

23 , 668 . 562 

36 . 0 48 
40 , 263 
3 1 . 487 
26 . 303  

7 , 5 1 4  
2 7  I 357 
so . 686 
3 , 287 

d . 928 
6 7 . 460 
55 . )00 

732 . 248 
B . 6 1 3  
28 . 06 1  

1 1 7 .  229 
" 06 1 93 

l . '197 . 5 7 7  

2 '] , 7 6 0 , 0 2 1  



According to the Association of Bay Area Governments ' ( ' 'ABAG" ) 
" Projections ' 90, " Santa Clara County wil l  grow to 1, 614 , 550 people  by the 
year 2000 which is a 116 , 973 person increase f rorn the 1990 census figure. 
From 1985 to 1995, the annual population growth in the County is projected by 
ABAG to average 1. 03% . Therefore , population is expected to continue to grow 
in the corning decade at a more moderate rate than in the most recent decades. 
Table B-2 , ''Santa Clara County Population Projection 1980-2005 , "  indicates 
estimates of future population growth for Santa Clara County to the year 2 005 . 

1980 
1985 
1990 
1995 
2000 
2005 

TABLE B-2 

SANTA CLARA COUNTY POPULATION PROJECTION 
1980-2005 

Total 
Population 

1, 295 , 073 
1, 384 , 550 
1 , 463 , 600 
1 ,  539 , 950 
1 ,  6 14 ,  5 50 
l , 65 8 , 100 

Percentage 
Growth Over 

Prior Five Years 

6 . 46% 
5 . 40 
4. 96 
4. 62 
2. 63 

Cumulative 
Average Annual 

Growth Rate 
( 1985 Base ) 

1. 08% 
0 . 99 
0. 92 
0. 53 

Source : Associat ion of Bay Area Goverrunents { Projections ' 90 :  1980 , 1985 , 
1990 , 1995, 2000 , 2005 ) .  

Employment 

Santa Clara County , which included approximately 833 , 400 wage and salary 
jobs in 1989 . has the largest employment base of any county in northern 
California. Three maj or industry sectors comprise 72% of the County ' s  
employment : manufacturing (32. 3% } , services ( 25. 7% ) and retail trade ( 14% ) . 

Various types o: manufacturing firms are located in  Santa Clara County. 
Durable goods manufacturing accounts for almost 90% of manufacturing 
employment . The electrical equipment and suppl ies industry its elf accounts 
for approximately 40% of al l County manufacturing J obs. Other major 
components of durabl e  goods manufactur ing are electronic components and 
accessories; off ice computing and accounting machinery ; instruments , guided 
missiles and space vehicles and communications equipment .  

In the nondurable goods manufactur ing sector, goods processing and the 
printing and publ i shing industries are the leading employers . 

The services sector has been the fastest  growing industry , particularly 
in the areas of business and medical services which support electronics 
manufacturing and health care. 
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Table- 3-3 summa ri zes employment by industry of workers  � n  the County 
since 1 986 and inc ludes a s igni f icant numbe r of res idents of ne ighboring 
count ies who commute to work in Santa Clara Count y .  The figures presented a re 
annua l averages that are estimated by the Ca l ifornia Employment Deve lopment 
Department . 

A.gri culture 
Mining 
Const ruction 
Manufacturing 
Durable Goods 
Nondurab le Goods 
Trans portation and 
Trade 
Wholesale 
Retai l  
Finance , ::nsurance 
Se rvi ces 
Gove rnment 

Tota l ( l )  

TABLE B-3 

County of Santa Clara 
Wage and Salary Emp loyment by Industry 

{ In Thousands ) 

198 6  1 9 8 7  1988 

3 . 5  4 . 7 4 . 8  
0 . 2  0 . 2  0 . 1  

30 . 7  3 2 . 0  3 3 . 5  

2 3 5 . 0  2 3 5 . 1  246 . 2  
2 5 . 8  2 5 . 8  2 7 . 0  

Pub l ic Uti l ities 2 1 .  5 2 1 . 5  2 1 . 6 

40 . 3  42 . 7  47 . 9  
1 1 8 . 9 1 0 8 . 4  1 12 . 9  

and Real  Es tate 33 . 1  3 4 . 7  32 . 6  
185 . 2  1 96 . 5  2 10 . 4  

84 . 2  8 6 . 5 86 . 5  
7 7 8 . 4  788 . 2  823 . 3  

( 1 )  "Total "  may not add due to independent rounding .  

Source : Cal i fornia State Depa rt.:nent of Employment Deve lopment . 

1989 1990 

4 . 7  4 . 7 
0 . 2  0 . 2  

3 3 . 4  3 4 . 2  

2 4 1 . 9 2 3 6 . 3  
2 7 . 9  2 8  . 2  
2 1 . 8 22 . 8  

5 3 . 8  5 4 . 3  
1 1 6 . 5 1 1 5 . 7 

32 . 4  22 . 7  
2 1 4 . 1 2 2 0 . 5  

86 . 8  89 . 6  
8 3 3 . 4  8 3 9 . 2  

A highly ski l led work force character i zes the Santa Clara Count y l abo r 
ma rket , a s ituation that :-ias trans lated into lower unemployment rates in the 
County when compared to the statewide average unemployment rate . As shown 
below in Table B-4 , the County ' s  est imated 1990  ave rage annua l unemployment 
rate ( 4 .  0% ) was we l 1 below the ave rage for the ent i re State { 5 .  6% ) for the 
fifth consecut ive yea r .  
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Labor force 
Employment 
Unemployment 
Unemployment Rate 
State Unemployment 

TABLE B-4 

County of Santa Clara 
Estimated Average Annual Employment and 

Unemployment of Resident Labor Force 
1986 Through 1990 

1986 1987 1 988 

797 , 100 805 , 600 836 , 400 
750 , 900 769 ,100 803, 400 
46, 200 36 , 500 33 , 000 

5. 8% 4.5% 4 . 0% 
Rate 6.7% 5. 7% 5. 3% 

1989 1990* 

846 , 800 813 , 600 
814 ,500 780 , 700 

32 , 300 32 ,900 
3. 8% 4. 0% 
5. 1% 5 . 6% 

*Due to a change in benchmarking methods , the data for 1990 are not strictly 
comparable to 1988 and 1989 . 

Source : California State Department of Employment Development. 

As shown in Table B-5, however , job growth rates in the County have 
trailed those in  the rest of the State in each of the past five years. 

State of California 
Santa Clara County 

TABLE B-5 

SANTA CLARA COUNTY 
WAGE AND SALARY EMPLOYMENT GROWTH 

{Percent Change ) 

1985 

3. 8 
6. 9 

1986 

2. 5 
-1. 2 

1987 

3. 7 
2 . 8  

1988 

3.9 
3. 7 

1989 

3 . 8  
l .  6 

1990 

2 . 2  
0. 35 

1985-90 
Average 

3. 3 
2. 4-

Source : California State Commission on Finance ,  ' 'Annual Long-Term General Fund 
Forecast. '' 

Growth Potential . Total employment in Santa Clara County, as forecasted 
by the Employment Development Department { "EDD") , is expected to increase at a 
moderate rate of approximately 3. 7% pet" year from May 1987  to May 1992 {see 
Table B-6 , "Santa  Clara County Wage and Salary Employment by Industt"y") . The 
EDD projects that total May I992 employment in the County- should_ increase by 
more than 144 , 900 jobs from the May :.. 987 estimate to 92 8 . 400. Services will 
be the fastes� growing industry divis ion and there will be moderate but steady 
growth in e lectronic manufacturing. 
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In the longer term , total employment in Santa Clara County is projected 
to increase by 344 , 940 by the year 2 005, according to the Association of Bay 
Area Government ' s  estimates contained in "Projections ' 90" (see Table B-7 , 
"Santa Clara County Projected Employment Growth 1990-2000" ) .  This represents­
a total employment increase of 4:J% or 2. 2% per year during the 1935:...2005 
period . 
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TABLE B-6 

SANTA CLARA COUNTY 
WAGE AND SALARY EMPLOYMENT BY INDUSTRY 

1987  ANNUAL AVERAGE AND PROJECTED 1993 EMPLOYMENT 

Nonagri cultural employment 
Mining 
Const ruction 
Manufacturing 

Nondurable  goods 
Food and kindred ?roducts  
Print ing and pub l ishing 
Chemica l s  and a l l i ed products 
Cthe r nondu rables  

Durab le goods 
Fabr icated meta ls  
Electronics Group 

Computers  
Electrica l and e l ectroni c  

equipment 
Inst ruments 

Transportat ion equipment 
Other durables  

Transportat ion and publ i c  ut i l i t i es 
T ransportat ion 

Communications and uti l i t i e s  
Who le sa l e  t rade 
Reta i l  t rade 

Department stores 
Food stores 
Restaurants and bars  
Othe r retai l  stores 

F inance . insurance and real estate  
Finance 
Insurance 
Real Estate and other 

Services 
Hote l s  and mote l s  
Bus ines s  s e rvic es 
Auto and misce l laneous repa i r  
Heal th services  
Engine e ring & managemer.t surv. 
Other services  

Gove rnment 
Federal gove rnment 
State and local government 

1988  

8 1 8 , 000  
2 0 0  

32 , 800  
266 , 300  
2 8 , 0 00  

7 , 400  
8 , 80 0  
6 ,  4-0 0  
5 , 6 00  

238 , 800  
7 , 000  

1 85 . 8 0 0  
53 , 300  

8 8 , 00 0  
44 , 5 00  
32 , 100  
13 , 900  
2 1 , 800  
1 1 , 900  
10 , 000  
5 1 , 300  

1 1 5 , 700  
19 , 700  
1 5 , 00 0  
41 , 0 0 

<; 0 , 0 0 0  
32 , 000  
14 , 000  
7 , 3 00  

1 0 , 7 00  
2 1 1 , 1 0 0  

7 , 40 0  
57 , 400  

9 , 600  
3 8 . 6 00  
3 5 , 600  
62 , 5 00  
86 , 400  
1 3 , 40 0  
7 3, JOO  

1993 

8 84 , 600 
200  

35 , 500  
272 , 000 
2.8 , 600  

6 , 2 00 
9 . 8 00 
6 , 700 
5 , 900 

243 , 400 
6 , 300  

1 90 , 700  
5 7 , 000  

8 8 , 000  
45 , 700  
3 1 ,  900  
14 , 500 
2 3 , 300 
13 , 500  
9 , 800  

60 , 900  
125 , 300  
2 0 , 600  
1 6 , 400 
45 , 000  
43 , 300  
32 , 500  
14 , 300  
7 , 700  

1 0 , 500 
241 , 000  

8 , 500  
8 7 , 200  
10 , 500 
44 , 400 
40 , 400 
70 , 000  
93 , 900  
13 , 900 
8 0 , 000  

Percent 
Change 

8 . 1% 
0 . 0  
8 . 2  
1 .  9% 
2 . 1  

-16 . 2  
1 4 . 0 

4 . 7  
5 . 4  
l .  9 

- 10 . 0  
2 . 6 
6 . 9  

0 . 0  
2 . 7  

-0 . 6  
4 . 3  
6 . 9  

13 . 4  
-2 . 0  
18 . 7  

8 . 3  
4 . 6  
9 . 3  
9 . 8  
8 . 3  
1 . 6  
2 . 1  
5 . 5  

-1 . 9 
1 4 . 2  
1 4 . 9 
1 7 . l 

9 . 4 
1 5 . 0  
13 . 5  
12 . 0 

8 . 7  
9 . 7  
9 . 6  

Sourc e : Cal i fomia Employment Jevelopment :Jepartment , "Annual Planning 
I nformation , San Jose :1etropo l i tan Stati st i ca l  Area , "  June 1 9 89 . 
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1990  
:_995  
2005  

TABLE B-7 

SANTA CLARA COUNTY 
PROJECTED EMPLOYMENT GROWTH 

1990-2000  

Total 
Employment 

831 , 7 10  
980 , 550  

L 145 , 950  

Percentage 
Growth Over 

Period 

1 1 . 2 1% 

16 . 36% 

Cumulative 
Average Annual 

Growth Rate 
( 1 985 Base ) 

2 . 24% 

1 . 68% 

Source :  Association of Bay Area Governments (Proj ections ' 90 :  1980 , 1 985 , 

1990 , 1995 , 2 000 , 2005 ) . 

Major Emoloyers 

Light i ndustrial activity centering on high-technology , el ectronics and 
aerospace accounts for a significant portion of Santa Clara County ' s  
private-sector workforce . Maj or private- and public-sector employers are 
listed in Tab le  B-3 below . 

TABLE B-8 

County of Santa Clara 
Major Employers 

Ernplove!" 

Lockheed 
Santa Clara County 
Hewlett-Packard 
IBM Corp. 
Stanford University 
U . S. Navy 
Sun Microsystems Inc . 
Apple Computer Inc . 
�at. Semiconductor 
City of San Jose 

Source : San Jose 9usiness Journal , October 1990 . 
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No . of Employees 

2 7 , 7 12 
1 6 , 345 
16 , 000 
14 , 699  
14 , 679  
7 , 300 
6 , 700  
6 , 500  
5, 500 
5 , 048 



In 1990 , the U . S .  Defense Department proposed closing many of its­
mi l itary instal lations . Defense Secretary Cheney announced on Apri l 1 3 , 1991  
that Moffett Field  Naval Air  Station in  Mountain  View wi l l  be  c losed . subj ect 
to f inal approval by an ove rsight commi ttee that i s  currentl y  reviewing the 
l ist  of recorrunended bas e  c l osures . The closut"e , if imp l emented ,  would be 
phased in over seve ral years and would commence no ear l i e r  than 1992 . 

Moffett Field currently  employs 5 , 725 mi l itary and 5 , 103 civi l ian 
personnel .  P ri'late est imates of the net effect on County employment if 
Moffett Field  is  closed range from a loss of 8 ,  000 j obs to a gain  of 5 ,  0 0 0  
j obs . Those who foresee : ob losses  attribute the decl ine to the e l imina t i on 
of Moffett Field ' s  c'..l.rrent employees  as wel l  to the negat i ve impact on two 
f i nns ( Lockheed �is s i les  & S9ace Co . and Nl-.SA ' s Ame s  Res ea rch Center } that 
ut i l ize  the a irf i e l d  for t ranspo rt and research purposes . Those  who fo t"esee 
j ob gai ns c ite the bene f i t s  that wi l l  accrue due to private deve lopment of 
such a pt" ime location .  

Indust rv 

Manufacturing . Santa Clara County i s  the manufacturing cent e r- of 
northe t"n Cal ifornia and one of the most  important manufacturing cente rs in the 
Uni ted States . The value of product s  produced local l y  exceeds $30 bi l l ion ?er 
yeat" ,  and is greater  than the output of many indivi dual states . The 
e l ectronics and defense and aerospace equipment account for most  of the 
County ' s  manufacturing activity .  Electroni c  equipment inc l udes a wide and 
comp l ex array of products such as computers . microprocessors and cont rol l e rs , 
integrated c i rcuits , componen�s ,, and medical and e l ectr ical instruments . 
Defens e and aerospace equipment inc ludes pcoducts such as mi l itary vehi c l e s , 
sate l l i t es and rocket motors . 

The el ectronics industry in the County exper- ienced a s lump i n  the mid 
1980 ' s ,  but the fortunes of the indust ry have steadi ly improved since 1987 . 
The demand for semiconductors has increased s ignificantly and employment is  on 
the r ise . The prima ry reasons for renewed electronics job growth have been a 
success ful  wave of product i nnovat ion in compute rs and the dec l ine in the 
va lue of the dol lar . In addition ,  demand has inc reased for engineering 
worksta t i ons , spec i a l i zed  microprocessors , semiconductors , and medica l and 
e l ectrical  instruments .  

Defense Related Indust rv .  Santa Clara County has his tor ica l ly benefit ted  
from heavy national defense spending . According to the Cal ifornia State 
Commission of Finance , the County received more prime defense contract dol lars  
per- cap ita than any othe r- county in  Cal ifornia between 1985  to 1988 , and 
ranked second in total prime defense contract dol l a i:-s . In  1988 , Santa Clar-a 
County received a total of $4 . 3  bi l l ion in pr-ime defense contract awa rds . 

As for the out look for upcoming defense cont ract awards , recent events in 
the Middle East have encouraged speculation :hat the reduct ions in defense 
spending proposed in 1990 by Defens e  Secretar-y Cheney wi l l  be modified . 
However ,  with the fede ral b'..ldget def i c i t  expected to hit  a record $270  bi l l ion 
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in 1991, there appears to be little choice for the military except to reduce 
its budget. The California Commission on State Finance estimates that the 
decline in defense spending will cause statewide defense employment to fall by 
5 . 5% in 1991. This decline follows on the heels of a 4 . 8% drop in 1990 when 
Lockheed announced the closure of its Burbank facility and McDonnell Douglas 
announced 10, 000 layoffs in southern California . Most of the 2 2 ,100 jobs lost 
in 1990 were concentrated in firms located in southecn California ; it is 
expected that 1991 losses will again be ociented toward that region of the 
State. 

Reductions in defense outlays in 1991 are likely to affect a number of 
both large and small military hardware progcams. Some important programs may 
continue to ceceive cesearch and development funding while pcoduction 
schedules are deferred. Other programs that alceady have enteced or are about 
to enter the production phase may find the number of items pcoduced 
significantly scaled back . Problem programs include the A-12 Navy Attack 
Aircraft ( McDonnell-Douglas and General Dynamics ) ,  the B-2 Stealth 3omber 
(Northrop ),  the C-17 Trans poet ( McDonnell-Douglas ) and the Advanced Medium 
Air-to-Air Missile (Hughes ) .  

Manufacturers of ordnance and general troop supplies are expected to fare 
better- in 1991 than initially anticipated as a result of the deployment of 
troops and equipment to the Middle East. After 1991, however , prospects will 
be dominated by Pentagon plans for a smaller , more f lexible, and more rapidly 
deployable military. Defense electronics -::ompanies in particular should be 
the principal beneficiaries of the 'new military , "  since high-technology ,gear 
is seen as the key to rapid deployment forces and since the Gulf crisis has 
highlighted the advantages of sophisticated imagecy, radar communications and 
avionics. Such a developme::t would likely benefit production and employment 
in the County, given the County ' s  hea•:y emphasis on electronics research and 
manufacturing. 

Agriculture 

Despite increasing urbanization, agriculture remains an important 
contributor to the County ' s  economy. In 1989, the value of agricultural 
production totaled $146, 671 ,750 , a 3% increase from the 1988 figure. Roughly 
one-third of agricultura: production consists of vegetable crops, one-third is 
comprised of nursery crops, with the remainder including fruit, nut and berry 
crops, l ivestock and field crops . The following table summarizes the County ' s  
agricultural activity from 1986 through 1990 and illustrates that while the 
composition of production value has shifted toward vegetables, the overall 
value of output has remained in the range of $140�147 million. 
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F ru i t ,  Nut and Berry 
C rops$ $ 1 3 , 3 1 2 , 00 0  

Vegetabl e C rops 56 , 5 1 6 , 00 0  
l i vestock . Poul  t ry 
and Dai ry 
P roducts  1 5 , 840 , 1 0 0 

F i e l d  Crops  and 
Api ary 8 , 940 . 523  

Nu rsery S toc k , Cut  
n owe rs and  Seed 43 347 .000 

Tota l  $ 1 3 7 , 955 . 623 

' la t es t  f i gu res ava i l abl e .  

County of Santa Clara 
Agricultural Production 

1985 through 1989 

$ 1 8 , 062 , 500  $ 1 5 , 340 , 690 
5 2 , 202 , 00 0  52 , 2 76 , 000  

1 3 ,  1 64 ,  700 1 5 , 506 , 880 

8 . 384 . 705  9 . 2 1 8 .  1 75 

�6 346 ,560 .:::o 1 33 ,275 

$ 1 42 . 660 . 465 $ 1 42 , 47 5 , 020 

Sou rce : County Agri c u l tura l  Departmen t .  

Commercial Activity 

$ 1 8 , 424 . 0 0 0  $ 1 2. .  9 71. 000  
53 , 328 . 00 0  56 , 060 , 0 0 0  

1 5 , 685 . 080 1 2 . 046 . 200 

1 0 . 933 . 20 0  1 2 . 438 , 50 0  

J8. 30 l . 470 48. 22 1 . 525 

$ 1 46 , 67 1 , 7 5 0  $ 1 4 1  , 73 7 , 22 5  

Retail trade comprises a large segment of the County ' s  economy , �mploying 
115, 700 people in 1990. During the 1980 ' s, the sector recorded strong annual 
increases in retail sales activity as population growth and rising incomes 
st imulated consumer spending. As measured by the •,alue of taxable 
transactions , retail activity expanded by 86% to $10.3 billion between 1 980 
and 1989 , an average annual gain of nearly 10% . During the 1980 ' s, the number 
of shopping centers located in the County grew to 160 . 

Inclusion of sales activity at business and personal service outlets and 
commercial enterprises results in total taxable transactions of $17 . 3  billion 
in 1989, an increase of 102% since 1980 . As a fraction of total California 
sales activity, the County ' s  share of transactions has averaged 6. 4% and 1 ts 
share of sales tax permits has averaged 5.3% over the past five years. 

As indicated in Table- B-9 below , the latest avai lable data indicate that 
$13 billion of transactions were posted in the first three quarters of 1990. 
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Apparel S t o res 
General Me rchand i se S t ores  
Spec i al t y S t o res 
Food S t ores 
Pac kage L i quo r Stores 
Ea t i ng and Dr i n k i ng Pl aces 
Home F u rn 1 sn i ngs  and Appl i ances 
Su i i d i ng Mater ia 1 s and Farm 

:mo l emen tat i o n s  
Serv i ce S ta t i ons 
Automo b i l e ,  Boat . �ot o rc yc l e 

and P l ane Dea l e rs and Parts 
O u t l ets  

Other  Reta i l  
Total  Reta i l Out l ets  

Bus i ness and  Personal  Serv i c e s  
A l l Other Out l ets  

$ 276 . 9 
966 . 5  
698 . 0  
4 1 6 .  0 
1 20 . 2  
654 . 9  
:o9 . o  

324 .  1 

69 7 .  9 

9 1 2 . 2  
85 . 0  

$5 , ..!60 . 7  

268 . 2  
2 863 .8  

Total Al l O u t l ets  $8 , 592 . 7  

TABLE  B-9 

Coun t y  o f  San t a  Cl ara 
Taxab l e Transac t i o n s  

1 980- 1 990 
( I n  M i l l i ons }  

J.2a.6 l2fil 

$ 388 . 6  $ 429 . 6  
1 , 472 . 4  1 , 683 . 0 
1 ,  1 97 .  5 1 , 398 . 9  

636 . 2  580 . 8  
1 02 . 9  1 25 . 5  

1 . 0 0 7  . 2  1 , D87 . 7 
5 1 5 . 3  533 . 1 

6 1 0 . 2  634 . 7 
558 . 7  624 . 9-

1 , 842 . 4 l ,  744 .  1 
85 . 7 23 . 4 

$ 8 , 4 1 0 . 0 $ 8 , 9 3 5 . 9  

5 74 . 6  626 . 9  
4 924 . 9 5 .369 . 4  

$ 1 3 , 9 1 6 . 5  $ 1 4 , 932 . 3  

Note : Total s may n o t  add due  to i ndependent  roun d i n g .  
Source : S tate Board o f  Equal i z a t i on .  

Construction Activity 

l2aa .l.9fil � 

$ 448 . 3  $ 502 . 8  $ 548 . 9  
1 . 804 . 8  l ,  929 . 2 1 , 9 54 . 4  
l .  557 . 4  1 ,  65 1 .  5 '. .  7 25 . 5 

5 7 7 . 9 6 1 0 . 9  1) ' 4 . 9  
1 1 9 . 8  ' 1 4 .  3 1 1 4 .  5 

1 ,  1 74.4  : , 233  , 9  1 , 297  . 4  
580 . 9  620 . 8  624 . 2  

707 . 0  820 . 0  333 . 3  
648 . 8  6 7 7 . 9 766 . 1 

l , 864 . 9 1 ,  9 1 0 .  5 '. . 842 . 2  
n.2 64 .  l 67 . 3 

$ 9 , 578 . 1 $ 1 0 , 1 65 . 9  $ 1 0 .  388 . 7  

698 . 8  750 . 6  326 . 1 
5 744 . 0 6 427 . 3  6 700 . 0  

$ 1 6 , 020 . 9  $ 1 7 , 343 . 8  $ 1 7 , 9 1 4 . 4  

The value of building permits issued by the County totaled $1.36 billion 
in 1990, a 6. 2% decline from activity in 1989. As shown in Table B-10 below, 
the residential sector accounted for nearly 30% of the decline, with the 
remaining 70% of the drop attributable to declines in public sector and 
commerc ial activity and al terations/expansions to existing nonresidential 
structures. 



Despite the s lowdown in  othe r  components of the nonres ident ial sector , 
pe rmi t  valuat ion inc reased i n  the indus t rial subsector to its highest  leve l in  
three years . The commerc i a l  subsector stab i l i zed around the $160  mi l l ion 
level , fol lowing several years in the early and rnid-1 9 8 0 ' s when the County 
expe rienced subs tant i al expans ion of corrune rc i a l  act i vi ty .  

Though the res ident ial  sector s l ippe d modestly in  1 9 9 0 , its valuat ion of 
$659 . 2  mi l l ion remained marginal ly above the $654  mi l l i on ave rage for the pas t 
s i x  years . The sector was supported by a subs tant ial 34% gai n  i n  mul t i -fami ly 
pe rmi ts to the i r  highest leve l  s i nce 1987 . S ingle-fami ly  pe rmits , on the 
other hand , dec l ined below the 2 ,  000  mark to  the i r  l owest leve l  s ince 1982 . 
Reflect ing the g reate r share of lowe r-p r- i ced  mu l t i -fam i l y  units re lat i ve to 
s ingle-fami ly '..lni ts , average val uat ion dec l i ned by almos t $6 , 000  in 1 990 to 
$135 , 3 32 . Despi te the year-ove r-year dec l ine ,  the leve l of ave rage valuat ion 
in 1990 was 80% higher than ir. 1985 . 

Wi thin the County , a major redeve lopment program has been unde rway i n  San 
Jose for several years . 3oth pub l i c  and pri vate sources have part icipated i n  
projects that :nc l ude comme rc i a l , �ote l ,  res i dent ial and off ice cons t ruct i on .  
Major components that have been comp leted inc lude the 1 . 5  mi l l ion square -foot 
Park Center ?laza off ice comp lex a:1d the 5 8 1 -room Fai rmont Hotel with the 
nearby 75-shop pavi l ion retai l complex . In addi t i on ,  cons t ruct i on is 
cont inuing on the Juadalupe-Auze rais Redeve lopment Project  that inc ludes a 
completed convention cente r as wel l  as planned hote ls , 600 , 000 square-foot 
towe rs ,  a museum and a rive r  park . Fina l l y ,  a S35 mi l l i on pedest rian-oriented 
Downtown Tt:'ans 1 t  Mal l  was recent ly comp leted as part of the Countywi de l i ght 
rai l trans i t  project . 
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TABLE B- 1 0  

County  o f  San ta  Ci a ra 
Bu i l d i ng Permi t Va l uat i ons  

' 985 Through 1 990 

l2a5 .L9M. 1..2.81 .l.28.a 128.2 mo. 
Val uat i on ( $ mi  1 1  i on s } : 

Res i den t i al ( new} $ 71 2 .  1 $ 657 . 1 � 604 . 3  $ 6 1 5 . 5  $ 689 . 5  $ 6 59 . 2  ... 
Non res i den t i a l  

Comme rc i al 3 7 9 . 9  304 . 7 242 . 4 1 5 1 . 2 1 63 . 5  1 58 . 2  
Indus t r i a l  232 . 2  1 22 . 2  1 36 . 3  94 . 9  1 26 . 4  1 '3 3 .  7 
Other/Al terat i on s  $ 442 . 6 $ 109 .8 $ 505 . 8  $ 598 . 7  $ 47 1 . 2  $ .l09 . 8 

Total $ 766 B $ -193 ·.) $ 488 B $ 460 3 $ 45Q 7 $ '60 9 

New Dwel l i ng Un i ts : 
S i ngl e Fam i  l ;  1 . 827  "3 , 244 3 . 0 7 1  3 . 69 1  2 . 5 7 1  : . 76 2  
Mu l t i p l e  fam i l y  c; ,64 1  cl 973 J c:3 1 2 794 2 3 12  :: 1 09 

Total � � � � � � 

Average Val uat i o n :  
Dwel l i ng Un i t  $7 5 . 2 1 1 $79 , 968 $80 . 552  $94 , 9 1 1 $ 1 4 1 , 2 1 3  $ 1 3 5 . 3 32 

Note : Total s may n o t  add due to  i nd eoendent round i ng .  
Source : "Cal i fo rn i a Co nstru c t i on T rends . "  Sec u r i ty  Pac i f i c  Nat i o na l  Ban k ; 1 989-90 , 
Economi c S c i ences Corpora t i on .  

Educat ion 

Publ ic  e ducat ion is pi:-ovided by twenty-two e l ernentai:-y ,  s i x  high schoo l ,  
s i x  unified and foui:- corrununi ty col l ege dis t ri cts . Enrol lment in  pub l ic K-12 
schools tota led 2 2 6 , 700 in  1990 , with students a ttending 283 elementary 
schools and 53  high schools . The four comrnuni ty col l ege dis t ricts operate. 
seven pub l i c -suppoi:-ted two-year  co l l eges that had a combined  enrol lment of 
96 ,2 00 in 1990 . The latest ava i l a b l e  recoi:-ds indicate that the County 
budgeted $1 . 146  bi l l ion foi:- the K-14 pub l i c  educat ion sys t em dur ing the 
1989-1990 school year . 

App rox ima t e l y  300  p ri vate  and paroch ial  K-1 2  schools ope rate :n the 
County .  In add i t i on ,  three ma j or p i:-i vate unive t" s it i es res ide i n  the County : 
San Jose State Unive rsi ty ( 1 7 , 550  fi l l -time and 12 , 780  part-t ime students ) ,  
Santa Clara Unive rs i ty ( 5 , 0 80  ful l -time and 2 , 6 10  pa t"t-time students } ,  and 
Stanford Uni ve rs i ty ( 12 , 1 0 0  ful l -t ime and 1 , 30 0  part- t ime students ) .  
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Ut i l i t i e s  

Natuca i gas and e l ectr ic ity i s  p rovided  through mos t  o f  the County !:ly 
Pac i f ic Gas and El ect ric  Company . :he Cit i e s  of Santa Clara and Pa lo  Alto own 
and ope rate  separate munic ipa l  <: l e c t. r i c  ut i l i t i e s . Santa Clara Val l ey \7a t e r  
:Jist nct  ;;;rovides wat e r  s e rvice 1:0  mos t  o f  t h e  County .  Much of San Jos e  : s  
served !:: y  .San Jo ··. = r,1at e r'  Company . !'he San Jos e-Santa Clara Po l lut i on Control 
? lant ': !:"eats was tewate r from e 1�ht c i t i e s  i n  the County . Loca l  t e l ephone 
service  i s  �rovided by ?ac iflc 3� 1 1 .  

'.,7at e �_Su=>ol �1 Deve : oc,me.::ts .  Along with  most  .regions in Cal if-o r-ni a , the  
County is  current l y  facing i ts f i fth consecut i ve year of drought condi t ions . 
:'he wat e .::- ief i c i t  that has accwnulated s ince l.987  has forced both state a.nd 
f ede::-a l agenc ies  :o curta1  l wat e r  de l i  ven e s  to Ca l i forn1a commun i t i e s  3nd 
:arms . 

:n :=-ebrua ry 4 ,  1 99 1 ,  :he State :,7at e r  ? rej e c t  ( SWP ) cut of-f a l l  ·-,at e r  
de l i veries  : o  farme::-s in  an att empt to ?res e rve one mi l l ion ac re-fe e t  2 f  wa t e r  
:or: l 9 92 ; ::;ove rnor ?ete  i-J i l son announced ::m :.!arch 7 that an e s t .:.mated  '7 8) , C OO  
acre-:eet  of  ·,1at er  that :f lows i :::11::0 SWP reservo i rs af: e r  heavy 3torms in  e a r l y  
'.-�arch ·,rou.: d  a l so b e  he ld in  rese r•:e  for; l 992 . In addit ion ,  s t a t e  off i c i a l s  
are e :,:pected to eas e  ::-est r i.ct ions on wat e r  t ransfers  : o  shift wat e r  f r'om 
::-elat i ,7e ly  wet ::-egions :o dry ones thi s yea r . The Santa Clara Va l l ey ··,at e r­
D i st !:" i ct ( SCVT1'iD ) ant i c i pates  that SWP de l ive r i e s  t o  the County w i l l  be  reduced 
by 8 5); i.n 1 9 91 , resul :ing in supp l ie s  of only 14 , 0 0 0  ac::-e-feet . 

On February 14 , 1 99 1 , the U . S .  Bureau of Reclamat ion announced 75% 
cutbacks .:.n  wate r  .je l ive r i e s  f rom i t s  l a rge dams on the Sac rame nto Ri 'le ::- ,  a 
water source :hat norma l l y  supp l i e s  :me -fourth of :.he state ' s  wat e r  needs and 
typica l ly :;iro11ides l52 , JOO  acI."e-f e e t  to SCVWD . Yiost  of the County rece ives  
one-thi rd of  i ts wat e r  f rom the  federa l  government . The exce pt .i ons i:::c 1 '..1de 
:os A l tos Hi l l s , Pa l o  Alto and �i lp itas , whi ch fac e  cutbacks of the i r."  own as  
part of  the San Franci sco Hetch-Hetchy sys t em .  

As o f  �ay 15 , 1 991  scvr,..;'J ' s  res e n·oi rs s tood at  30%  of capa c i ty ver sus a 
r.orma2.-to-da t e  capac i ty of 3 G % ;  :noreove r ,  :nos t  of the water  in the r e s e r ·Joi rs  
is  impori:.ed water . r<a infal l tot a l s  through May l5 stood at 72% of r:orma l 
leve l s . 

Due to the state  and fede ral  cutbacks as  we l l  as  to subnorma l :-a i:1fa l l ,  
:he Santa :::lar-a Val l ey Wat e r  D i s t r i c t  extended into -:he cur I."ent :;e a r  i t s  
successfu l l y  implemented 1990  pol i cy of t a rge t i ng a 20% reduct ion f rom 
-;re-drui.;.ght :.isage . :n .?\p_r i L  D9 L .SCVWD imposed 25% rnandatoI."y ·:::utbacks , 
.:s :ng : ;; 3 7  : eve l s  a s  a bas i s . :'he usage restr i ct ions adopted  cy SCVWD are 
3d:nrn.:. s t e red by the i:idividual c i t i e s  .:.n the County and jy the 12 :na J or 
re :a 1 l e:- s  :hat supply  t:he Coum::( s l . 4  mi l l ion cus tomers . 

Jwing to the SCVWD ' s 2 uccessful  ::onse r?at ion and rat.:.on ing 20 1 1 :y �s  ·,-1e l l  
as ': :i  ir:creased l e•,e l s  of ::.mported '..lat e r  3.nd 1roundwat e r  ;?1.unping , ::-,o 
z ign: f icant i isruptions to �anufactur ing ,  agr i culture  and r es ident i a l  act i v i ty 
:�.ave :_7<2t .:;c,::�rred .  :-roweve :- ,  ::1e :: 1 s t r 1 ct i s  :.mab l e  to :;,rec i s� l :_., :'!et e rmine :he 
;;oten c .:. a .l  ::npac-;: .:n any .:eepe:1 1 ::-,g -:Ji t :-:e j:rcught on :l:e ::ounty ' s ecor..om:c  
act ivi ty 3.nd , hence , on  Ji s t r i c: t  :· -e •,enues .  
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APPENDIX C 

DEFINITIONS OF CERTAIN TERMS 

"Accreted Va lue " means , with respect to any Capita l  Apprec iat ion Bond , 
the princ ipa l  amount thereof plus the interest  accrued the reon , compounded at 
the approximate interest rate  thereon on each date s-pec i f  i ed therein . The 
Acc reted Val ue at any date sha l l  be the amounts set forth in the Acc reted 
Value Tabl e  as of such date , i f  such date  i s  a compounding date , and i f  not , 
as of the irranediately preceding compounding date . 

"Accreted Va lue Table"  means the table  denominated as such which appears 
as an exhibit  to a Suppl emental  Indenture provi ding for a Series of Capita l  
Appreciation Bonds i ssued pursuant to such Suppl emental :�denture . 

"l>.ct" means +:he Santa Clara County Trans it  District  .:\c t. ,  Part 12 of 
Divis ion 10  ( Sect ion 100000 et s eq . ) of the Cal ifornia Pub l i c  Ut i l i t i e s  Code 
and Chapte r  6 of Part 1 of Di v is ion 2 of T i t l e  5 ( Section 54300 et §_§g . ) of 
the Cal ifornia Gove rr.ment ::::ode as referenced in said Santa Clara County 
Trans it District  Act . 

"Annua l Debt Service"  means for any Eiscal Year the aggregate amount of 
princ ipa l  and interest on al l Bonds and Par ity Debt becoming due and payabre 
during such Fi sca l Year calculated us ing the princ iples  and assumptions set 
forth under the def inition of 8ebt Service . 

"Board'' means the Board of Supe rvisors of the District . 

"Bond Obl igat ion" means , as of any i;i ven date of ca l culat ion ,  { l )  with 
respect to any Outstanding Current Interest Bond , the princ ipa l  amount of  such 
Bond , and ( 2 ) with respect to any Outstanding Capital Apprec iat ion Bond , the 
Acc re ted Value the reof. 

"Bond Reserve Fund" means the fund by that name establ i shed pursuant to 
the Indenture . 

" Bond Rese rve Requiremer.': " means , as  of any date of ca l culation ,  ( a )  w ith 
respect to any Series of Bonds bearing only  a f ixed rate of int e rest , an 
amount not l ess  than the l esser  of ( i }  10% of the aggregate or igina l  pr inc ipa l 
amount of such Series ( less  any origina l  i ssue discount ) ,  or  { i i ) 1 25% of 
average Annual Debt Service for such Series  or { i i i )  100% of Maximum Annual 
Debt Service for such Series , and { b )  with respect to any Series  of  Bonds 
whi ch may bear a ,,ariable  rate  of interes t ,  the amount set fot"th in the 
Supplemental Indenture authorizing such Series . 

"Bonds " :neans the Santa Clara County Trans i t  District  Sa les Tax Revenue 
Bonds authorized by , and at any t ime Outstanding pursuant to , the Indenture . 

"Bus iness Day" means any day othe r +::1an ( l )  a Saturday , Sunday , or  a day 
on which banking institut ions in  the State or the .State of New York are 
autho rized or obl igated by law or executi. ve o::-de r to be c losed ,  and ( 2 )  for 
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purposes of payments and othe r  act i ons re lat ing to Bonds secured by a lette r  
of credit ,  a day upon whi ch c omme rc ial banks in the c i ty in whi ch i s  located 
the off i ce of the i ssuing bank at whi ch demands for payment unde r the letter 
of credit a re to be presented a re autho r i zed or  obl igated by law or  execut ive 
orde r  to be c l osed and ( 3 )  a day on which the New York Stock Exchange is  
c l osed .  

"Cap ital Appreciat ion Bonds " means the Bonds of any Series des ignated as 
Capital Appreciation Bonds in  the Supp lemental Indent ure i?roviding for the 
i s suance of such Series and on whi ch i nterest is  compounded and pa id  at 
maturity o r  on prior redemp t i on .  

"Cert i fi cate , ' ' " Statement , "  " Request , ' ' "Requi s i t i on" and "0rde r "  of the 
District  mean , respect i ve l y ,  a written ce rt ificate , statement , request , 
requisit ion or  order signed in  the name of the D i s t r i c t  by its  Execut.i ve 
Officer or  i ts 7reasure r and Cont rol ler  or  any othe r  pe rson authorized by the 
Executive Off i cer  to execute such inst ruments . Any such inst rument and 
support ing op inions or representa t i ons , if any , may ,  but need not , be combi ned 
in a s i ng le i nst rument ·,1 ::. th any othe r inst rument , opinion or representat ion , 
and the two or more so combined sha l l  be read and cons t r"J.ed as a si ng le 
inst rument . I f  and to the extent requi red by the Indenture , each such 
i nstrument sha l l  inc lude the statement s provi ded for in the I ndenture . 

"Ce rt i f i cate Indenture " means the Equ ipment Trust Indenture , dated as of 
June 1 ,  1 984 , between the :' rustee and the District , as from t ime to t ime 
supplemented and amended i n  accordance wi th the te rms the reof . 

"Ce rt i f i cate s "  means the Santa Clara County Trans it  Distr ict Equi pment 
T rust Ce rti f i cates i ssued and out standing pursuant to the Ce rt i f i catB 
Indenture . 

"Code " means the Inte rna l Revenue Code of 1986 , and the regula t ions 
appl i cable  the reto or issued the reunde r . 

"Corporate Trust Off ice " or " corporate t rust off ice '' means the corporate 
t rust off i ce of the T rustee at 33 New Montgome ry S t reet , San Franc i sco , 
Cal i fornia 94105 , Attent ion : Corporate Trust Divi s i on o r  such othe r or 
additional off i ces  as may be des i gnated by the Trustee inc l uding for purposes 
of payment , t ransfer  or exchange of Bonds . 

"Costs of Issuance " means a l l  items of expense di rectly  or indirectly  
payable by or re imbursable to  the D i s t ri ct and re lated to  the authori zat ion ,  
execut ion ,  sa le  and del i  ve ry of the Bonds , including but not l irni ted to 
advert i s i ng and print ing cos ts , costs  of prepa rat i on and reproduct i on of 
documents ,  f i l ing and recording fees , t rave l expenses and costs  relat ing to 
rating agency mee t i ngs and othe r mee t i ngs concerning the Bonds , ini t ial fees 
and charges of the T rustee , legal fees  and charges , fees and disbursements of 
consul tan ts and professiona l s , f i nanc ial  advisor fees and expenses , rat ing 
agency fees , fees and charge s  for prepa rat ion , executi on ,  transportat ion and 
safekeeping of  Bonds , surety ,  insurance and credit enhancement costs , and any 
othe r  cost , cha rge or fee in  connection wi th the de l ive ry of Bonds . 
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' 'Current Interest Bonds " means the Bonds of any Series  des i gnated as  
Current Interest Bonds in  the Supplemental Indenture- providing for the 
i ssuance of such Series of Bonds and whi ch pay interest at l east s emiannua l l y  
t o  the Owne rs thereof excl uding the f i rs t  payment of interest  thereon . 

"Debt Service , "  when used w i th r-espect to any Sal e s  Tax Debt , means , as 
of any dat e  of calculat ion �nd with respect to any f iscal  pe riod , the sum of 
( 1 )  the interest fal l ing due on such Sal es Tax Debt during such f iscal  period 
( except to the extent that such interest  i s  payabl e  from the proceeds of such 
Sales Tax Debt set aside for such pur-pos e ) ,  and { 2 )  the princ i pa l  or mandatory 
sinking account or instal lment purchase price or lease rental  or s imilar  
payments or depos its requi red wi th respect to  such Sal e s  Tax Debt dur ing such 
f i scal per iod ; computed on :he asswnpt ion that no por-t ion of such Sa les  '!'ax 
Debt sha l l  cease to be outstanding during such fisca l pe riod except by reason 
of the app l i cat ion of such scheduled payments ;  provided ,  howeve r ,  :.hat for 
purposes of such computat ion : 

( a )  if Sa les :'ax Debt 1 s  ( i )  secured by an i rrevocab l e  l etter of 
credit  or : rrevocabl e  l ine of credit i ssued by a financial  inst it"Jtion 
having a comb ined  capital and surplus of at l east  $ 1 0 0 , QOO , 000  and whose  
unsecured securi t ies  are rated in one of  the two highest  �at 1 ng 
Categot"ies  '::Jy Standard & Poor ' s and Moody ' s ,  or ( i i )  insured by an 
insurance ?Ol i cy i s sued by an insurance company rated at l east  A by 
Alfred M .  Best Company in Best ' s  Insurance Reports  and in one of the two 
highest  Rating Categories  by Standard & Poors and Moody ' s ,  then princ ipa l  
o r  mandatory s inking fund o r  instal lment purchase  ;, r i c e  o r  l ease ::-ental 
or s imi lar payments or deposits  with respect to such Sa les  Tax Debt 
nomina l ly due in the last F isca l  Year in which such Sa l es Tax Debt 
matures may , at the opt ion of the Di strict , be treated as if they we re 
due as spec ified in any loan agreement issued in connection with such 
letter of ere di t ,  l ine of c �edi t or insurance pol i cy or pursuant to the 
repayment ?revis ions of such letter  of credi t , l ine of credit  o r  
insurance pol i cy { o r ,  i f  such loan agreement or repayment provi sions 
provide for repayment m,e r  less  than 10 years and the District certifies  
that i t  intends to  refinance such Sales  Tax Debt prior  to  maturity , as if  
they were amortized over a 10-yea r  period with substantial ly  leve l debt 
servic e )  and interest  on such Sa l e s  Tax Debt after such period sha l l  be 
assumed to be payabl e  pursuant to the terms of such loan agreement or 
repayment provis ions ; 

( b )  if  interest on Sa l es Tax Debt i s  payable  pursuant to a variable 
interest ::-ate formula , the interest rate on such Sal es Tax Debt for 
f i scal periods when the actual  interest rat e  cannot yet be  det e rmined 
sha l l  be asswned to be  equal to the the maximum interest  rate pe rmitted 
by the  agreement · . .mder · .. ;hich such Sales  Tax Debt was i ssued o r  incurred ;  
and 

( c )  if int8 rest i s  capital i zed  with respect to Sa les  Tax Jebt , Jebt 
Service  on such Sa les  Tax :Jebt sha l l  be inc luded in computat ions of 
Maximwn Annual Debt Se rvice  only  in proport ion to the amount of interest 
payable in such f iscal pe r iod from sources  other than amounts :apita l i zed  
to pay such int e rest . 
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"Di strict"  means the Santa Clara County Trans it  D i strict , a pub l i c  ent ity 
of  the State of Cal i fornia , duly  organi zed and exi sting under the Act . 

"Event of Default"  means any of the events spe c i fi ed in the Indenture , 
certain of which are discus sed herein unde r " SUMMARY OF CERTAIN PROVISIONS OF 
THE INDENTURE--Events of Default and Remedi es of Bondholders . "  

''Fiscal Year"  means the period beginning on July 1 of each year and 
ending on the next succeeding June 30 , or any other 1 2-month period hereafter  
selected and des ignated as  the official  f i scal year period of  the Dist rict  
which des ignation shal l  be provided to the Trustee in  a ce rt i ficate of  the 
District . 

" Indenture" means the indenture , dated as  of August 1 ,  199 1 ,  by and 
between the Trustee and the Dist rict , as origina l l y  executed or as i t  may from 
time �o t ime be suppl emented or amended by any Supplemental Indenture 
de l ivered pursuant to �he provis ions thereof . 

"Information Services " means Financial  Informat ion , Inc . · s ' 'Da i ly Ca l l ed 
Bond Service , ' ' 30  Montgome ry Street , 10th Floo r. Jersey :ity ,  New Jersey 
07302 , Attention :  Edi tor ; Kenny Information Services ' "Ca l led Bond Service , "  
65 Broadway , 16th Floor , New York , New York 1 0004 ; Moody ' s  ' 'Munic ipa l  and 
Government , "  99 Church Street , 8th Floo r , New York , New York 1000 7 , 
Attention : Municipal  News Reports ; and S&P ' s "Ca l l ed Bond Record , ' ' 2 5 
Broadway , 3rd Floor ,  New York , New York 1 0004 ; or , in accordance with 
then-current guide l ines  of the Securities  and Exchange Commission , such other 
addresses and/or such other services providing information with respect to 
cal led  bonds , or  no such services , as the Distr ict may de signate in a Request 
of the District del ivered to the Trustee . 

" Inte rest Fund" means the fund by that name establ ished pursuant to the 
Indenture . 

" Investment Secur i t i e s "  means the fol lowing : 

( i )  any bonds or other obl igat ions which as  to principa l  and 
interest const itute di rect obl igations of , o r  are uncondi t i ona l ly 
guaranteed by , the United States  of America , inc luding obl igat i ons of any 
of the federal agenci es and federa l ly sponsored ent ities  set  forth in 
clause ( i i i ) be low to the extent unconditiona l ly guaranteed by the Uni ted 
States of America ; 

( i i )  any cert i f icates , recei pts , securities  or other obl igations 
evidencing ownership of , or the right to receive , a speci f i ed port ion of 
one or more  intet"est  payments or princ ipa l  payments , or any combina t i on 
thereof , to be made on any bond , note or other obl igation described above 
in clause { i ) ;  

( i i i )  obl igations of the Federal :Jat iona l Mortgage .\ssoc iation , the 
Government Nat i onal Mortgage Assoc iat.:.on , Fede ral Home I..oan Banks , 
Farmers Horne Adrninis t :::-ation and ?edera. l :forne :..oan Mortgage Corporation ;  
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{ iv )  hous ing authority bonds issued by public  agenc i e s  or 
municipa l i t ies  and ful ly secured as  to the payment of both princ ipal and 
interest by a pledge of annua l cont ributions under an annua l 
contributions contract or contracts  wi th the United States of Arner i ca ; or 
proj ect notes  i s sued by public  agenc ies  or municipa l i t i es and full y 
secured as to the payment of both pr incipal  and interest by a requ i s ition 
or payment agreement with the United States of Ame rica ; 

( v )  obl igations of any stat e , territory or commonwealth of the 
United States of Amer i ca or any pol i t ical subdivis ion thereof or any 
agency or department of the foregoing ; provided that at  the t ime of the i r  
purchase  such obl igations 3re rated i n  e i ther of the two highest Rat ing 
Categories  by Moody ' s  and Standard & Poor ' s ; 

{vi ) any bonds or other obl igations of any state of the Uni ted 
States of Amer i ca or any ;iol it ical subdivis ion the reo-f ( a )  which are not 
cal lable prior to maturity or as t o  which i rrevocable instruct ions have 
been given to the t rustee of such bonds or other obligations by the 
obl i ger to qi ve due not ice of r-edemption and to cal l such bonds for 
redempt ion on the date or dates  spec i f i ed in such instruct ions . ( b ) whi ch 
are s ecured as to princ ipal and interest  and redempt ion premium . i f  any , 
by a fund cons i s t ing only of cash or  bonds or other obl igations of  :he 
character  described above in c lause { i )  or  ( i i )  which fund may be appl ied 
only to the payment of such princ ipal of and interest and redemption 
premium, i f  any , on such bonds or other obl igat ions on the int e rest  
payment dates and the maturity dat e  or  dates thereof or the spe c i f i ed 
redemption date  or dates pursuant to such irrevocabl e  instructions , as 
appropriate , { c }  as to which the princ ipal of and interest on the bonds 
and obl igations of the character described above in clause ( i )  or ( i i }  
which have been deposi ted in such fund along with any cash on depos i t  in 
such fund are sufficient to pay the princiga l  of and interest  and 
redemption premi um ,  if any , on the bonds or other obl igations described 
in thi s  c lause { vi )  on the interest  payment dates  and the maturity dat e  
o r  dates  thereof o r  on the redempt ion date or dates  specif i ed i n  the 
irrevocabl e  instructions referred to in subclause ( a )  of this clause 
{ vi ) ,  as appropriate , and { d )  which have been rated in one of the two 
highest long-te rm Rating Categories  by Moody ' s  and Standard & Poor ' s ;  

( vi i ) bonds , notes , debentures or other evidences of indebtedness 
i ssued or  guaranteed by any corporation which are , at the t ime of 
purchase , rated by Moody ' s  and Standard & Poor ' s  in thei r respec t ive­
highest short-te rm Rating Category , or , if the term of such indebtedness  
is  longer ':han three ( 3 )  1ears . rated by Moody ' s  and Standard & Poo r ' s in  
one of  the i r  respective cwo highest  long-te rm Rating Categories , :or 
comparable  types of debt obl igations ; 

( vi i i )  demand or time depos its  or certificates of depos i t , whether 
negotiable  or nonnegotiab l e , i ssued by any bank or t rus t company 
organized under the laws of any state  of the United States of Amer i ca or 
any national banking association ( including the Trustee } or by a 
state-l icensed branch of any foreign jank , provided ::1at such 
cert i ficates of depos it  sha l l  be purchased di rect ly from such a bank , 
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t rust company o r  national !:)anking assoc iat ion and sha l l  be e i ther ( 1 )  
continuous ly and ful ly insured by the Federal Depos i t  Insurance 
Corporat ion , or  ( 2 ) continuous ly and ful ly secured by such secur i t i e s  and 
obl igations as are  des cribed above in clauses { i )  through { v } , inc lus ive , 
whi ch sha l l  have a market value ( exclus ive of accrued int eres t } at a l l  
t imes a t  least equal to the princ ipal  amount of such c e rt i f i cates o f  
deposi t  and sha l l b e  lodged with the T rustee , a s  custodian , b y  the bank , 
t rust company or nat ional banking association issuing such c e rt if i cates  
of deposit , and the bank , t rust company or nat ional banking assoc iation 
i ssuing each such certificate of depos it  requi red to be so s ecured sha l l  
furnish the Trustee  with an undertaking sat i s factory to i t  that the 
aggregate market •1a lue of a l l  such obl igations securing each such 
cert i f icate of deposit  wi l l  at a l l  t imes be an amount equa l to the 
principal amount of each such cert i f icate of deposit  and the Trus1:ee 
sha l l  be  ent i t l ed to rely on each such undertaking ; 

{ ix )  taxab l e  comme rc i a l  9ape r ,  other than that issued by bank 
hol ding companies , or tax-exempt comme rc ial  paper  in each case rated in  
the highest Rating Category by  :1oody ' s  and Standard & Poor 1 s ;  

( x )  variab l e  rate obl igat ions requi red to be redeemed or purchased  
by  the obl iger  o r  its  agent or des ignee upon demand of  the holder  thereof 
s ecured as  to such redemption or  purchase requi rement by a l iquidi ty  
agreement with a corporation and as to  the payment of  inte rest and 
principal  either upon maturi ty or redemption { other than upon demand by 
the holder the reof ) thereof by an uncondi t ional  credit faci l ity of a 
corporation, provided that the variable  rate  obl igations themse lves are 
rated in the highest Rating Cat egory for its  short-term rat ing , if  any , 
and in e i ther of the two highes t  Rating Categor ies for its  long-te rm 
rating , i f  any , by Moody ' s  and Standard & Poor ' s ,  and that the 
corporat ions providing the l iquidity agreement and credit faci l ity have , 
at the date of acqui sit ion of the variab l e  rate obl igation by the 
T rustee , an outstanding issue of unsecured , uninsured and unguaranteed  
debt obl igations .rated in  e ither of  the two highest long-te rm Rating 
Categories  by Moody ' s  and Standard  & Poor ' s ; 

{ x i ) any repurchase agreement with any bank or t rust company 
organized unde r the laws of any state of the Uni ted States o r  any 
nationa l banking assoc iation ( including the Trus tee ) having a minimum 
permanent capital  of  one hundred mi l l ion dol lars {$100 , 00 0 , 000 ) or  
gove.rnrnent bond deal e r  reporting to , trading with , and recognized  as a 
primary deal e r  by the Federal Reserve Bank of New York, which agreement 
is secured by any one or more of the securit i es and obl igat i ons described 
in  clauses  ( i ) , { i i ) , ( i i i ) or  { iv )  above , which sha i l  have a market 
value ( exclus ive of accrued interest and val ued at least :nonthly )  at 
l east equal to the princ ipal amount of such investment and sha l l  be 
lodged with the Trustee  or other fiduciary , as custodian for the Trustee , 
by the bank , t rust company , nat ional banking association or  bond dea l e r  
executing such repurchase agreement , and the ent ity execut ing each such 
repurchase  agreement required to be so s ecured sha l l  furnish the Trustee  
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with an undertaking satisfactory to it that the aggregate market value of 
all such obligations securing each such repurchase agreement ( as ·,alued 
at least monthly )  will be an amount equal to the principal amount of each 
such repurchase agreement and the Trustee shall be entitled to rely on 
each such undertaking ; 

(xii ) any cash sweep or sirni lar account arrangement of or available 
to the Trustee , the investments of which are 1 imi ted to investments 
described in c lauses ( i } ,  ( ii } ,  ( iii ) , ( iv } , ( v }  and ( xi )  of this  
definition of Investment Securities and any money market f�nd , the entire 
investments of which are limited to investments described in clauses ( i ) , 
(ii ) , (iii ) , ( iv ) , ( v ) and ( xi )  of this definition of Investment 
Securities : provided that as used in  this clause ( xii ) and c lause ( x iii } 
investments will be deemed to satisfy the requirements of cl ause ( x i ) if 
�hey meet the requi rements set forth in :lause ( xi )  ending with the words 
"clauses ( i ) , ( ii ) , ( iii ) or (iv )  above '' and without !:'egard to the 
remainder of such clause ( xi } ;  

( xiii) any investment agreement with a financial institu�ion or 
insurance :ompany Nhich has at the iate of execution :hereof an 
outstanding issue of unsecured, uninsured and unguaranteed debt 
obligations or a claims paying ability rated in either of the two highest 
long-term Rating Categories by Moody ' s  and Standard & Poor ' s ;  

{ xiv) shares of benefic ial interest in diversified management 
companies investing exclus ivel y in securities and obligations descr.1.bed 
in clauses (i ) through ( xiii ) of this definition of Investment Securiti es 
and which companies have the highest rating by Moody ' s  and Standard & 
Poor ' s ;  and 

( xv) shares in a California common law trust established pursuant to 
Title 1 ,  Division 7 ,  Chapter 5 of the Goverrunent Code of the State of 
California which invests exclusively in investments permitted by Section 
53635 of Title 5 ,  Division 2 ,  Chapter 4 of the Government Code of the 
State of California , as it  may be amended ; 

( xvi ) Bankers ' Acceptances issued by domestic or foreign banks , which 
are eligible for purchase by the Federal Reserve System , :he short-term 
paper of which is rated in the highest Rating Category by Moody ' s  and 
Standard & Poor ' s, which purchases may not exceed 270  days maturity or 40 
percent of the District ' s  surplus money ; 

( xvii ) the commingled investment fund of the County of Santa Clara , 
California, which is administered in accordance with the investment 
policy of said County as established by :he Director of Finance thereof, 
as permitted by Section 53601  of the- Government Code of the State , cop ies 
of which policy are ava.dable upon written request to said Director of 
Finance ; and 

( xviii } any investment approved by the Board for which :::onf i rmation is  
received from each .::-ating agency ':li.en rating any 0 £  the Bonds that such 
investment will not advers e:y affect such agency ' s  .::-ating on such Bonds. 
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1 1Mandatory Sinking Account Pay:nent " means , with respect to Bonds of any 
Series and maturity ,  the amount requi red by the Indenture to be deposi ted by 
the District in a S i nking Account for the payment of Term Bonds of such Se ries 
and maturity.  

"Maximum Annua l Debt Servic e "  sha l l  mean the greatest amount of Debt 
Service becoming due and payabl e on a l l  Bonds and Parity Debt in the F i scal 
Year in  whi ch the cal culat ion i s  made or any subsequent F iscal  Yea r ;  provided , 
however , that for the purposes of computing Maximum .b,nnual C 3bt S e r-vice : 

( a )  princ ipal and int erest  payments on Bonds and Par i ty Debt sha l l  
b e  exc l uded to the extent such payments are to be pa id from amounts  on 
deposit with the Trustee or  other f iduc iary in  escrow spec if ica l ly 
therefor and to the extent that such interest payments are to be pai d  
from the proceeds of Bonds or  Par i ty Debt he ld b y  the ·:- ::-ustee  or  othe r 
fiduciary as  capital ized int e rest spec i f i ca l l y  to pay such interes t  by 
the Trustee or other f i duc iary ;  

( b )  if  any interest rate swap agreement i s  in  effect w i th respect 
to , and is payable  on a par i t y  w1th , the Bonds or Parity Debt to whi ch i t  
re lates , no amounts payab l e  unde r s�ch interest rate swap  agreement sha l l  
b e  inc luded in  the calculat i on of Maximum Annua l Debt Service  unl e s s  �he 
sum of ( i )  int e rest :)avable  on such Bonds or Parity Debt , ;:2lus ( i i )  
amounts payable by the D i s t r i ct unde r such interest  rate  swap agreement , 
l ess  ( i i i ) amounts recei  ·-.1abl e  by the Dist rict under such interest rate 
swap agreement are great er  than the int e rest  payable  on the Bonds or 
Par i ty Debt to whi ch it  re lat e s , then , in such instanc e ,  the amount of 
such payments to be made that exceed the int e rest to be pai d  on the Bonds 
or Parity Debt sha l l  be inc l uded in such cal culat i on .  For such purposes , 
the variable  amount under  any such interest rate swap agreeme�t sha l l  be 
determined as described in the definit i on of Debt Service or , if no 
maximum rate i s  spec i f i ed ,  at the rate of fifteen pe rcent ( 1 5% ) per 
annum; and 

( c )  if any Bonds or Par i ty Debt features an opt ion . on the pa rt of 
the owners thereof or an obl igation under the terms of such Bonds or 
Parity Debt , to tende r a l l  or a port ion of such debt to the District , the 
Trustee or other fiduciary or agent and requ i re that such debt or porti on 
thereof be  purchased if  p rope r:ly presented,  then for purposes  of 
determining the amounts of princ ipa l  and interest  due in  any F i scal Year 
on such debt , the opt ions or 00l igat ions of the owners of such debt to 
tender the same for purchase or payment prior to thei r  stated matur i ty or 
:naturities  sha l l  be treated as a princ i pa l  maturity occurring on the 
first date  on which owners of such debt may or are re qui red to tender 
such debt except that any such opt ion or  obl igation to tende r debt sha l l  
b e  ignored and not treated as  a principa l  maturity ,  if  ( l ) such debt i s  
rated in  one of the two highes t  long-te rm Rating Cat egori es  by Moody ' s  
and by Standa rd & Poor ' s  or such debt is  rated in the highest  short-term , 
note  or comrne rc :al  pape r �a t i ng Cat egories  by Moody ' s  and by Standard & 
Poor ' s and ( 2 }  funds for the purchase price  of such debt a re to  be 
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provided by a l etter of c t"edi t , l ine of c redit or s tandby bond purchas e 
agre ement and the obl igat ion of the Dis trict  with respect to the provide r 
of such letter  of credi t , l ine of c redi t or s tandby bond purchas e 
agreement , othe r than its obl igat ions on such debt , sha l l  be subord i nated  
to the obl igat ion of the Dis t rict on the debt or , i f  not subo i:-dinate , 
sha l l  be incurred ( assuming such immediate tender ) unde r the condi t i ons 
and meet ing the tests for the issuance of Parity Debt set forth he re i n .  

' 'Moody ' s "  means Moody ' s  Inves tors S e rvice , a corporation duly  organiz ed 
and ex is t i ng under and by virtue of  the laws of  the State  of Delaware , and its  
successors and ass igns , except that i f  such corporat ion sha l l  be dissolved or 
l iquidated or sha l l  no longe r perform the functions of a secur i t i e s  rat i ng 
agenc y ,  then the t e t"m "Moody ' s "  sha l l  be deemed to refe r to any othe r 
nati onal ly recogni zed secur i t i es rat i ng agency se lected  by the District . 

"Opinion of 3ond Couns e l "  means a written opinion of a law f i rm of 
nationa l standing in  the f i e l d  of publ i c  f i nance s e l ected by the Dis t ri c t  and 
not obj ected to by the Trustee . 

"Outs tandi ng , "  when used as of any pa rt i cular -:ime with refe i:-enc e  :o 
Bonds , means ( subj ect to the provis ions of the Indenture relating :o the 
disqua l i f icat ion of cei:-tain Bonds in determining the aggregate ? r i nc ipa l 
amount of Bonds Cutstanding )  a l l  Bonds theretofore , or thereupon be ing ,  
authent icated and del ivered by the T rustee  under the Indentui:-e except ( l )  
Bonds the retofore cancel l ed by the Trustee  or surrende red to the T rus t e e  for 
cancel l at ion ; { 2 }  Bonds with respect to which a l l  l iabi l ity of the District  
sha l l  have been  discharged in  acco rdance with the defeasance provis ions of  the 
Indenture ; and ( 3 }  Bonds for the t rans f e r  or exchange of or in 1 i eu of or in 
subs ti tut ion for which other Bonds shall  have been authe nt icate-d and de l i  'lered 
by the Trustee  pursuant to the Indenture . 

' 'Owne r "  or "Bondholder"  or "Bondowne r , "  wheneve r used  he rein  with respect 
to a Bond , means the pe rson in  whose name such Bond is reg is t e re d .  

' 'Parity ::Jebt " means the Cert i f icates and any i ndebt edr:.ess , insta l lment 
sal e  obl igat ion ,  lease obl igat i on or other obl igation of the Dist r i ct for 
borrowed money or i nte rest rate swap agreement having an equa l l i en and cha rge 
upon the Revenues and therefore payabl e  on a parity witlr the Bonds ( whethe r or 
not any Bonds are Outstanding ) .  

' 'Person" means a corpo rat ion ,  f i rm ,  assoc iat ion , pa rtne rship , t rus t , or  
othe r l egal ent i ty or  group of ent i t i es ,  includ ing a gove rnmental ent i t y  or  
any agency or gol i tical subdivis i on thereof . 

'' Princ i pa l  Fund" means -:he fund by that name establ ished pursuant to the 
Indentui:-e . 

' ' Proj ect" means ':he acquis i t ion , cons t ruc t ion , imp rovement or equipp i ng 
of any or al l rea l and pe rsonal prope rty , equipment , rights or interests to  be 
owned ,  he ld  or used for t rans it purpos es , inc l uding , but not l imited  to , 
rights-of-way , rai l  l ines , ;)US l ines , stat ions , platforms , swi t ches , ya rds , 
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t e rminals , parking lots and any and all facil itie_s_ nec_e_s_sary or convenient for_ 
t rans it  s ervice within or partly  without the District , and the payment of a l l  
costs inc idental to o r  connected with the accomp l i shment o f  3uch purpose 
including , without l irni tat ion , engineering ,  inspect ion , lega l , fiscal  agents , 
financial consultant and othe r fees , bond and othe r ::-es e rve funds , working 
capital , bond interest est imated to accrue during const ruct ion and fo r a 
period �ot to exceed one year thereafte r  and expenses fo r a l l  p roc e edings for 
the authorizat ion , issuance and sal e  of Bonds . 

"Pro j ect Fund" means the fund of that name estab l i shed by the Indenture 
to hold the proceeds of a S e r i es of Bonds or a portion thereof ? r i or to 
expendi ture on the Pro j ect . 

"Proportionate Basi s , · • when :.is ed ·,ri th respect to the redemption of Bonds , 
means that the amoum: of :2onds of each matur ity to be ::-ede emed sha l l  be 
determined as �early as pract icabl e by mul t iplying the total amount of funds 
avai lable  fot" r:-edemption by the r:-at io which the amount cf Bond Obl igat ion of 
Bonds of such maturity bears to the amount of a l l  Bond Obl i gation of Bonds to 
be redeeme d ,  ;i rovided :hat i f  the amount avai lable  for redemption of .3onds of 
any maturity is insuffici ent to redeem a mul t iple  of $5 , 000  p r- inc i pal  amount 
or  Accreted Value payabl e  at maturi ty ,  such amount sha l l  be appl i ed to the 
redempt ion of the highest  poss ib l e  integral mul tiple  ( i f any ) of $5 , 000  
princ ipal amount or  Accreted Value payabl e  at  maturity . For purposes  0£ the 
foregoing , Term Bonds shall  be deemed to mature in the years and in the 
amounts of the Mandatory Sinking Account Payments , and Capital  Apprec iat ion 
Bonds :1nd Current Interest  Bonds :natur i ng or subj ect to Mandatory S i nking 
Account Payments in the same year sha l l  be treated as  s eparate maturit ies . 
When :.ised with respect to the payment or purchase of Bonds , "Proport ionate 
Bas i s "  sha l l  have the same meaning set forth above except that " pay" or 
"purchase "  sha l l  be subst i tuted for " rede em" or " re demption' '  and " pa id" or 
" purchased" sha l l  be subst ituted for ' ' redeemed . "  

' 'Rating Cat egory"  means ( i )  w ith respect to any long-te rm rat ing 
category , a l l  ratings des ignated by a particular l etter'  or  comb i na t i on of 
l etters , without regard to any nume r ical modifie r ,  plus or  minus s ign or  other 
modi f i e r  and ( i i )  with respect to any sho rt-term o r  commerci a l  pap e r  rating 
category , a l l  ratings des ignated by a particular l etter  or combination of 
l etters and taking into account any numerical :nodif i e r ,  but not any plus or  
minus s ign or  other modi f ie r .  

"Rebate- Fund" means that fund establ ished under the Indenture . 

" Rebate Requi rement" means the Rebate Requi rement define d  in the Tax 
Cert i f icate . 

' 'Redemption Fund" means the fund by that name estab l i shed put"suant to the 
Indenture . 

"Redemption Price " :neans , with respect to any Bond ( o r  port ion the reof ) 
the principal amount of such Bond (or pot'tion thereof ) plus the app l icable 
premium ,  i f  any , payabl e  upon redempt ion thereof pursuant to the provisions of 
such Bond and the Indenture . 
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"Revenue Fund" means the Sa les Tax Revenue Fund estab l i shed pursuant to 
the Indenture . 

"Revenue s "  means during any fi scal pe riod the sum of the fol l owing 
amount s  for such fiscal  pe r i od :  

{ l )  a l l  Sales Tax Revenues ; and 

( 2 )  al l othe r funds lega l ly ava i lable to the D i s t ri ct for pa yment 
of debt service on the Bonds and Parity Debt . 

" Sales Tax Debt ' '  means a l l  outstanding bonds , notes and othe r  obl igat ions 
secured in whole or in pa rt  by Sales  Tax Revenue s . 

" Sales  Tax Revenues "  means for Fi sca l Yea rs 1 9 90 - 1 9 9 1  and the reafte r ,  
100% of the amounts col le cted by the S tate Board  of Equa l i za t i on and 
d i s t ributed to the D i s t r i c t  pursuant to Section 100250  e t � ·  of the Act . 

' 'Securi t ies  Depos i to r ie s "  means the foll owing : The Depository Trust 
Company , 7 11 Stewart Avenue , Ga rden City , '.'Jew York 1 1530 , Fax- ( 51 6 ) 2 2 7 -4039 
or 4 190 ; Midwes t  Securi t ies  T rust Company , Cap ital  Structures -Ca ll 
Not i f icat ion ,  440 South LaSa l le Stree t , Chicago , I l l ino i s  6060 5 , Fax- ( 3 1 2 ) 
663-2343 ; Phi lade lphia Depos itory Trust Company , Reorgani zation Divi s ion , 1900  
Market Street , Phi l ade lphia , Pennsylvania 1 9 10 3 , At tention : Bond Department, 
Dex-(  2 15 )  496-5058 ; or , in accordance ·,.;i th then-current gui delines 0£ the 
Securi t ies and Exchange Corruni s s ion , such othe r  addresses  and/or such othe r 
securities  depos i to r ies , o r  no such depos itories , as the D i s t r i c t  may 
des ignate in a Request of the Di strict  de l i ve red to the Trustee . 

' ' Se rial  Bonds " means Bonds , :naturing in spe c i fie d  ye ars , for which no 
Manda tory Sinking Account Paymer.ts are provide d .  

'' Se ries , "  whene·Je r used he rein w i th respect  t o  Bonds , means a l l  o f  the 
Bonds des igna ted as be ing of the same series , authenti cated and de l ive red in  a 
s imul taneous t ransact i on , regardless of variat ions in maturity,  inte res t  rat e , 
redempt ion and othe r prov i s ions , and any Bonds the reafte r authent icated and 
de l ivered upon transfe r or exchange or in l ieu of or in subst itut ion for { but 
not to refund ) such Bonds as he re in p rovided . 

"S inking Accounts '' means the accounts in the Princ ipa l Fund so des i gnated 
and estab l i shed pursuant to the Indenture for the payment of Te rm Bonds . 

" Standa rd & Poor ' s"  means Standard & ?oor ' s Corporat ion ,  a corporat ion 
duly organized and exist i ng unde r and by 'l i rtue of the laws of the State of 
New York,  and i t s  successors and ass igns , except that if  such corpo rat ion 
sha l l  be dissolved  or l iqu i dated or sha l l  no longer pe rform the funct i ons of a 
securit ies rat i ng agency,  t hen  the term " Standa rd & Poo r ' s "  sha l l  be deemed to 
refe r to  any othe r nat iona l ly recogn ized secur i t i e s  rat ing ag-ency se lecte-d by 
the District . 
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"State " means the State of Ca l i fornia . 

"Supplemental Indenture " means any indenture he reafte r dul y  executed and 
del i ve red , suppl ement ing ,  modifying or amendi ng the Indenture , but onl y if and 
to the extent that such Supplementa l I ndenture is spe c i f ica i l y  authorized 
unde r the Indenture . 

"Tax Ce rt i f i cate" means the Tax Ce rt i f i cate de l i vered by the Dist r i ct at 
the time of the issuance and de li very of any Se ries of Bonds , as the same may 
be amended or supplemented in accordance wi th i ts te rms . 

"Te-rm Bonds " means Bonds payab le at or before thei r specified matut-i ty 
date or dates f rom Manda tory S inking Account Payments es tabl ished for tha t  
purpose and calculated t o  ret i re 3uch Bonds on o r  before the i r  spe c i fied 
matur i ty date or dates . 

"Tr'...ls tee " means Security Pac i f i c  Nat i ona l 3ank , a nat i onal banking 
associ at ion , organi zed and e x ist i ng :.mde r :he laws of the United States , or  
i ts successo r ,  as  T rustee as  provided i�  � he Indenture . 

"Va riable Rate Indebte dness " means any indebtedness the inte rest rate on 
whi ch is not f i xed at the t ime of incurrence of such indebtedness ,  and has not 
at some subsequent date been f l xed , at a s i ng le n•.unerica l  rate for the ent i re 
term of the indebtedness . 
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APPENDIX D 

Propos ed Form of  Bond Counse l  Opinion 

[ Clos ing Date ] 

Santa Clara County Transit District  
1555  Berge r Drive 
San Jos e , Ca l ifornia 9 5 1 12 

Santa Clara County Trans it  J i s trict  
Sales  Tax Revenue Bonds , ::. 9 9 1  Series  .� 

( Fi na l  Opinion ) 

Ladies and Gentlemen : 

We have acted as !Jond counse l  in  connection with the i ssuance by the 
Santa Cara County Trans it Di s tr ict  ( the ' ' Issue r " ) of $34 , 3 7 5 , 000 aggregat e  
principal  amount of Santa ·:l a ra County Trans i t  D i s trict Sal es Tax Revenue 
Bonds , 1991  Series A ( the "Bonds " ) , i s sued pursuant to the provis ions of 
Chapter  7 of Part l2 of Divis ion 10 of the Pub l ic Ut i l i t ies Code of the State 
of California { the "Act " ) and an i ndenture , dated as of Augus t  l ,  199 1 , and a 
first suppl emental indenture , dated  as of August l ,  1 9 9 1  ( co l lective l y , the 
' ' Indenture" } , between the I ssue r a::;.d Secur ity  Pac i f i c  Nat ional Bank , as 
trustee { the "Trustee " ) .  Capita l i z ed terms not othe rwise  defined here in  sha l l  
have the meanings ascribed thereto in the Indenture . 

In such connect ion , we have reviewed the Indenture , the Tax Ce rt ificate , 
dated the date hereof { the ' ' Tax Cert i f i cate" ) ,  cert i f i cates  of the I s sue r ,  the 
Trustee , and others , opinions of counse l  to the I s sue r and the Trustee  and 
such other doctunents , opinions and matters to the extent we deemed necessary 
to rende r the opinions s e t  forth herein .  

Certain  agreements , requi rements and p rocedures conta ined o r  referred to 
in the Indenture , the Tax Cert i f i cate  and other re levant documents may be 
changed and certain act i ons ( including , without l imitati on ,  def easance of the 
Bonds } may be taken or omitted unde r- the ci rcumstance s  and subj ect to the 
terms and conditions set:  forth in such documents .  No opinion is expressed 
herein as to any Bond or the i nt e rest  thereon if any such change occurs or 
action i s  taken or omitted upon the advice or approval of counse l  other than 
ourselves . 

The opinions expressed he rein  are based on an analys i s  of exist ing laws , 
regulat ions , rul ings and court dec i s ions and cover ce rtain  matters not 
di rectly addressed by such author i  t ::. es . Such opinions may be affected by 
actions taken or omi tted or events occurring afte r  the date hereof . We have 
not unde rtaken to det e rmine , or to inform any pe rson , whether any sue�  act i ons 
or events are taken oi:  do occur , and we disclaim an1· obl igation to update this 
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opinion . We have assumed the genuineness of a l l  documents and s ignature s  
presented t o  us . W e  have not undertaken t o  ver i fy independently ,  and have_ 
assume d ,  the accuracy of  the factua l matters represented ,  warranted or  
cert i f i ed in the documents refe rred to  in the second pa ragraph he reof . 
Furthermore , we have assumed compl iance with al 1 covenants and agreements 
contained in the Indenture and the Tax Cert i f i cat e , inc luding ( wi thout 
l irni tat ion )  covenants and agreement s coi.pl iance with which i s  necessary to 
assure that future actions , omi s s ions or events wi l l  not cause int e rest  on the 
Bonds to be included in gross income for fede ral income :ax purposes . �e ca l l  
attention to the fact that the r ights  and ob l igat ions unde r the Bonds , the 
Indenture and the Tax Cert if icate are sub j ect to bankruptcy , insolvency , 
reorganizat ion , arrangement , fraudul ent conveyance ,  morator ium and other :aws 
relat ing to or affect i ng creditors ' r ights , to the app l i cation of equitab � e  
princ i � les , to the exerc i s e  of judicial  discret ion i n  appropriate  cases and to 
the l imi tations on i egal remedies  against  pub l i c  ent i t i e s  in the State of 
Cal ifornia . we express no opinion with respect to any indemnif icat ion , 
contribut ion or choice or law provisions contained in the foregoing 
documents .  Fina l l y ,  we undertake no respons i b i l ity  for :he accuracy , 
completeness  or fai rness  of t:he · Off ic ia l  Statement oc ethe r offe ring materral  
re lat i ng to the Bonds and express  no  opinion wi th respect the reto . 

Bas ed on and sub j ect  to the foregoing ,  and in re l iance the reon , as of the 
dat e  hereof , we are of the fol lowing opinions : 

1 .  The Bonds cons t i tute the val i d  and b inding l imited  obl igations of 
the Issue r payabl e  from and secured by a pledge of Revenue s . 

2 .  The Indenture has been dul y  author i zed ,  executed and de l ive red by , 
and consti tutes the val i d  and b inding obl igation of , the I s sue r .  

3 .  Interest on the Bonds i s  excluded from g ross income for fede ral 
income tax purposes �nder s ect ion 103 of the Internal Revenue Code of 1986 and 
is exempt from Cal ifornia persona l  income taxe s . Int e re s t  on the Bonds i s  not 
a spec ific  preference item for purpos e s  of the federal  indiv idua l or corporate 
a lternative minimum taxes , a l  though we obs erve that int e rest  on the Bonds i s  
included in adjusted  current earnings in ca l culat ing corporate  a lternat ive 
minimum taxable  income . We express  no opinion regarding othe r tax 
consequences related to the owne rship or di spos i t ion of , or the accrual o r  
rece ipt o f  int erest on , the Bonds . 

Fai thful l y  yours , 

ORRICK , HERRINGTON 5, SUTCLIFFE 

per 
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