








THE LEASE AGREEMENT
Term of Lease Agreement

The Term of the Lease Agreement will commence on January 8, 2008, and will terminate on
August 1, 2017, unless such term is extended or sooner terminated as hereinafter provided.

If on August 1, 2017, the principal components and the interest components of the Lease
Payments will not have been paid, or provision therefor made, for any reason, including, without
limitation, because the rental payable under the Lease Agreement will have been abated at any time and
for any reason, then the Term hereof will be extended until 10 days after all the principal components and
the interest components of the Lease Payments will have been paid, or provision therefor made and no
Certificates remain Outstanding, except that the Term of the Lease Agreement will in no event be
extended beyond August 1, 2027. If prior to August 1, 2027, the principal components and the interest
components of the Lease Payments will have been paid, or provision therefor made in accordance with
the Trust Agreement and no Certificates evidencing interests in the Lease Payments remain Outstanding,
the Term of the Lease Agreement will end.

Possession and Enjoyment

During the Term of the Lease Agreement, the Corporation will provide the District with quiet use
and enjoyment of the Property, and the District will, during such Term, peaceably and quietly have and
hold and enjoy the Property, without suit, trouble or hindrance from the Corporation, except as expressly
set forth in the Lease Agreement. The Corporation will, at the request of the District and at the District’s
cost, join in any legal action in which the District asserts its right to such possession and enjoyment to the
extent the Corporation may lawfully do so. Notwithstanding the foregoing, the Corporation will have the
right to inspect the Property as provided in the Lease Agreement.

Title to the Property

During the Term of the Lease Agreement, title to the Property and any and all additions,
replacements or modifications thereto will be retained by the Corporation.

In consideration of the District paying all Lease Payments during the Term of the Lease
Agreement, or upon deposit of the security deposit or through prepayment as provided in the Lease
Agreement, all right, title and interest of the Corporation in and to the Property will be transferred to and
vest in the District. Additionally, if necessary, the Corporation will authorize, execute and deliver to the
District a bill of sale in order to release any and all interests of the Corporation in and to the Property, if
any, created under the provisions of the Purchase and Sale Agreement, the Lease Agreement and the Trust
Agreement and any other documents required to terminate the Lease Agreement and consummate such
transfer of title.

Abatement of Rental in the Event of Failure To Have Use and Possession of the Property

The Lease Payments will be abated in whole or in part during any period during which by reason
of damage or destruction there is substantial interference with the use and possession of the Property, or
any portion thereof, by the District. The extent of such abatement will be in proportion to the portions of
the Property damaged or destroyed, which will be communicated to the Trustee and the Corporation by a
Certificate of an Authorized Representative of the District. The District and the Corporation agree that
the amounts of the Lease Payments under such circumstances of damage or destruction will not be less
than the amounts of the unpaid Lease Payments as are then set forth in the Lease Agreement, unless such
unpaid amounts are determined to be greater than the fair rental value of the portions of the Property not
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damaged or destroyed (giving due consideration to the factors identified in the Lease Agreement), based
upon the opinion of an appraiser with expertise in valuing such properties or other appropriate method of
valuation, in which event the Lease Payments will be abated such that they represent said fair rental
value. Such abatement will not result so long as moneys in the Lease Payment Fund and the Reserve
Fund and Net Proceeds of insurance and rental interruption insurance are sufficient to make Lease
Payments when and as due, it being hereby declared that such moneys and Net Proceeds constitute special
funds to be delivered to the Trustee for the payment of Lease Payments. Such abatement or adjustment, if
any, will continue for the period commencing with such damage or destruction and ending with the
substantial completion of the work of repair or reconstruction, if any. The District will promptly notify
the Trustee in writing of the date of such destruction and the date of such substantial completion. In the
event of any such damage or destruction, the Lease Agreement will continue in full force and effect and
the District waives any right to terminate the Lease Agreement by virtue of any such damage and
destruction.

Additional Rental

The District will pay to the Corporation as Additional Rental under the Lease Agreement such
amounts in each year as will be required by the Corporation for the payment in full of all costs and
expenses incurred by the Corporation in connection with the execution, performance or enforcement of
the Lease Agreement or any assignment of the Lease Agreement, of the Trust Agreement, of the
ownership of the Property, and the lease of the Property to the District, including but not limited to
payment of all fees, costs and expenses and all administrative costs of the Corporation and insurance
premiums in connection with the Property, the Lease Agreement, the Assignment Agreement and the
Trust Agreement and all taxes, assessments and governmental charges of any nature whatsoever hereafter
levied or imposed by any governmental authority against the Property or the rentals and the other
payments required to be made by the District under the Lease Agreement. Such Additional Rental will be
billed to the District by the Corporation from time to time, together with a statement certifying that the
amount so billed has been paid by the Corporation for one or more of the items above described, or that
such amount is then payable by the Corporation for one or more of such items, and all amounts so billed
will be due and payable by the District to or upon the order of the Corporation within thirty days after
receipt of the bill by the District. The District consents to and agrees to pay, as Additional Rental,
directly to the Trustee, within thirty days of a receipt of a bill therefor, the fees and expenses of the
Trustee payable under the Trust Agreement.

Reserve Fund

In further consideration for the agreements and covenants of the District in the Lease Agreement,
the Corporation and the District agree that from the proceeds of the sale of the Certificates an amount
equal to the Reserve Fund Requirement will be deposited by the Trustee in the Reserve Fund, to be held
by the Trustee for and on behalf of the registered owners of the Certificates and the District. The District
and the Corporation agree that, if ever the Reserve Fund is drawn upon, the first Lease Payments
thereafter payable and not needed to pay principal and interest evidenced and represented by the
Certificates then due and payable will be used to restore the Reserve Fund to an amount equal to the
Reserve Fund Requirement. Except as otherwise provided in the Tax Certificate, all money on deposit in
the Reserve Fund in excess of the Reserve Fund Requirement on each Due Date will be transferred on
such dates to the Lease Payment Fund and applied to the payment due on such date. The District, to the
extent permitted by law, pledges and grants a lien on and a security interest in the Reserve Fund to the
Corporation in order to secure the District’s obligation to pay the Lease Payments scheduled to be paid
under the Lease Agreement. Except for such withdrawals, the District agrees to apply the money on
deposit in the Reserve Fund solely for the payment of Lease Payments due and payable by the District
under the Lease Agreement, if and when such Lease Payments will be abated in accordance with the
Lease Agreement or if and when other money of the District is not available to make such Lease
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Payments. At the termination of the Lease Agreement, and on the first date upon which all Certificates
are no longer Outstanding or if the District will have provided a Reserve Fund Replacement as provided
in the Trust Agreement, any balance of money remaining in the Reserve Fund will be released from the
foregoing pledge, lien and security interest and will be transferred to such other fund or account of the
District (including the Rebate Fund established pursuant to the Trust Agreement) or will be otherwise
used by the District for any lawful purpose as the District may direct.

Maintenance and Taxes

Throughout the Term of the Lease Agreement, as part of the consideration for the rental of the
Property, all improvement, repair and maintenance of the Property will be the responsibility of the
District, and the District will pay for or otherwise arrange for the payment of the cost of the repair and
replacement of the Property resulting from ordinary wear and tear or want of care on the part of the
District thereof. The District will comply with manufacturer or vendor requirements with respect to
proper maintenance of the Property, if any. In exchange for the Lease Payments provided in the Lease
Agreement, the Corporation agrees to provide only the Property to the District, as more specifically set
forth in the Lease Agreement. The District waives the benefits of subsections 1 and 2 of Section 1932 of
the California Civil Code, but such waiver will not limit any of the rights of the District under the terms
of the Lease Agreement.

The District will also pay or cause to be paid to the Corporation all taxes and assessments of any
type or nature charged to the Corporation or affecting the Property or the respective interests or estates
therein, including, but not limited to, any sales tax, or affecting the amount available to the Corporation
from Lease Payments received under the Lease Agreement for the retirement of the Certificates
(including taxes or assessments assessed or levied by any governmental agency or district having power
to levy taxes or assessments); provided, that with respect to governmental charges that may lawfully be
paid in installments over a period of years, the District will be obligated to pay only such installments as
are required to be paid during the Term of the Lease Agreement as and when the same will become due.

The District, at the District’s expense and in its name, may in good faith contest and diligently
pursue to conclusion any such taxes and other charges and, in the event of any such contest, may permit
the taxes or other charges so contested to remain unpaid during the period of such contest and any appeal
therefrom unless the Corporation will notify the District that, in the Opinion of Counsel, by nonpayment
of any such items, the interest of the Corporation in the Property will be materially endangered or the
Property or any part thereof will be subject to loss or forfeiture, in which event the District will promptly
pay such taxes or charges or provide the Corporation with full security against any loss which may result
from nonpayment, in form satisfactory to the Corporation.

Modification of Property

The District will, at its own expense, have the right to make modifications the Property. All such
modifications will thereafter comprise part of the Property and be subject to the provisions of the Lease
Agreement. Such modifications will not in any way damage the Property, substantially alter its nature or
cause it to be used for purposes other than those authorized under the provisions of state and federal law;
and the Property, upon completion of any modifications made pursuant to the Lease Agreement, will be
of a value which is equal to or greater than the value of the Property immediately prior to the making of
such additions or modifications. The District will not permit any lien to be established or remain against
the Property in connection with any modifications, repairs, renewals or replacements made by the District
pursuant to the Lease Agreement; provided that if any such lien is established and the District will first
notify the Corporation of the District’s intention to do so, the District may, in good faith, contest and
diligently pursue to conclusion any lien filed or established against the Property and in such event may
permit the items so contested to remain undischarged and unsatisfied during the period of such contest
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and any appeal therefrom, and will, at the time of commencement of such contest, provide the
Corporation with full security against any loss or forfeiture which might arise from the nonpayment of
any such item, in a form satisfactory to the Corporation. The Corporation will cooperate fully in any such
contest, upon the request and at the expense of the District.

Comprehensive General Liability Insurance

The District will maintain or cause to be maintained, throughout the Term of the Lease
Agreement, a standard comprehensive general liability insurance policy or policies in protection of the
Corporation and the District and their members, officers, agents and employees. Said policy or policies
will provide for indemnification of said parties against direct or contingent loss or liability for damages
for bodily and personal injury, death or property damage occasioned by reason of the acquisition or
operation of the Property. Said policy or policies will provide coverage in the minimum liability limits of
$1,000,000 for personal injury or death of each person and $2,000,000 for personal injury or deaths of
two or more persons in each accident or event and $500,000 for damage to property resulting from each
accident or event (subject to a deductible clause of not to exceed $100,000). Such comprehensive general
liability insurance may, however, be in the form of a single limit policy in the amount of $2,000,000
covering all such risks. Such liability insurance may be maintained as part of or in conjunction with any
other liability insurance coverage carried or required to be carried by the District and may be carried in
the form of self insurance of the District in accordance with the provisions of the Lease Agreement.

Automotive Liability Insurance

The District will procure, or cause to be procured, and maintain throughout the Term of the Lease
Agreement automotive liability insurance against loss of or damage to any part of the Property normally
covered by such insurance. Such insurance will be in amounts as are commercially reasonable for
operators of mass transit vehicles. Such insurance may be maintained as part of or in conjunction with
any other coverage insurance carried or required to be carried by the District, and may be carried in the
form of self-insurance of the District in accordance with the provisions of the Lease Agreement.

Rental Interruption Insurance

The District will procure and maintain throughout the Term of the Lease Agreement rental
interruption insurance to cover loss, total or partial, of the use of any part of the Property as the result of
any of the hazards covered in the insurance required by the Lease Agreement, in an amount sufficient to
pay the maximum annual amount of Lease Payments due under the Lease Agreement for a period of two
Fiscal Years. The Net Proceeds of such insurance will be paid to the Trustee for deposit in the Lease
Payment Fund, and will be credited towards the payment of the Lease Payments in the order in which
such Lease Payments come due and payable.

Form of Policies; Self Insurance

The Trustee and the Corporation will have no responsibility to evaluate independently the
adequacy of any insurance coverage. All required insurance policies held pursuant to the Lease
Agreement will be provided by a commercial insurer rated “A” by Best or be in the two highest rating
categories of S&P and Moody’s. The District will pay or cause to be paid when due the premiums for all
insurance policies required by the Lease Agreement. All such policies will provide that the Trustee, the
District and the Corporation will be named insured and the Trustee will be named as loss payee
thereunder, and the Trustee will be given 30 days’ written notice of each expiration, any intended
cancellation thereof or reduction of the coverage provided thereby. The Trustee will be fully protected in
accepting payment on account of such insurance or any adjustment, compromise or settlement of any loss
agreed to in good faith by the Trustee. The District will cause to be delivered to the Trustee on the
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Closing Date, and on each December 1 occurring thereafter, a Certificate of an Authorized Representative
of the District stating that all insurance coverage required by the Lease Agreement is in full force and
effect.

Notwithstanding the above provisions, as an alternative to providing the insurance required under
the captions “—Comprehensive General Liability Insurance” and “—Automotive Liability Insurance”
above, the District may provide a self-insurance method or plan of protection, which such self-insurance
maintained by the District will comply with the following terms:

(a) the self-insurance program will be approved by an Insurance Consultant;

(b) the self-insurance program will include an actuarially sound claims reserve fund
out of which each self-insured claim will be paid, the adequacy of each such fund will be
evaluated on an annual basis by the Insurance Consultant, and any deficiencies in any self-
insurance claims fund will be remedied in accordance with the recommendation of the Insurance
Consultant;

(©) in the event the self-insurance program will be discontinued, the actuarial
soundness of its claim reserve fund, as determined by the Insurance Consultant, will be
maintained; and

(d) on an annual basis the District will provide a certified actuarial statement
attesting to the sufficiency of the self-insurance program’s assets.

Liens

The District will not, directly or indirectly, create, incur, assume or suffer to exist any pledge,
lien, charge, encumbrance or claim on or with respect to the Property, other than the respective rights of
the Corporation and the District as provided in the Lease Agreement and Permitted Encumbrances.
Except as expressly provided in the Lease Agreement, the District will promptly, at its own expense, take
such action as may be necessary to duly discharge or remove any such pledge, lien, charge, encumbrance
or claim for which it is responsible, if the same will arise at any time. The District will reimburse the
Corporation and the Trustee for any expense incurred by them in order to discharge or remove any such
pledge, lien, charge, encumbrance or claim.

Option to Purchase

The District will have the option to purchase the Corporation’s interest in any part of the Property
upon payment of an option price in an amount sufficient to provide funds to pay the aggregate amount for
the entire remaining Term of the Lease Agreement of the part of the total rent under the Lease Agreement
attributable to such part of the Property (determined by reference to the proportion which the acquisition
price of such part of the Property bears to the acquisition price of the entire Property) consisting of
principal, in integral multiples of $5,000, and interest on, and any applicable prepayment premium, if any,
of, such principal to the applicable prepayment date. Prior to exercising any such option to purchase a
portion of the Property, an Authorized Representative of the District will deliver a Certificate,
accompanied by a written appraisal, from a qualified appraiser, who may but need not be an employee of
the District, (a) evidencing that the annual fair rental value of the remainder of the Property will be at
least equal to 100% of the maximum amount of the Lease Payments becoming due in the then current
Fiscal Year or in any subsequent Fiscal Year; and (b) stating that the useful economic life of the
remainder of the Property is at least equal to the remaining Term of the Lease Agreement. Any such
payment will be made to the Trustee and will be applied by the Trustee to pay the interest and principal
evidenced and represented by the Certificates. Upon the making of such payment to the Trustee, the
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interest and principal components of each Annual Lease Payment thereafter payable under the Lease
Agreement will be reduced by the amount thereof attributable to such part of the Property and theretofore
paid pursuant to the Lease Agreement provided, however, that (i) in no event will the Lease Payments be
reduced below the amount required to pay the principal and interest evidenced and represented by any
Outstanding Certificates; (ii) certain provision of the Lease Agreement will not thereafter be applicable to
such part of the Property; (iii) the insurance required by the Lease Agreement, need not be maintained as
to such part of the Property; and (iv) title to such part of the Property will vest in the District and the term
of the Lease Agreement will end as to such portion of the Property. The District will prepare or cause to
be prepared a revised Lease Payment schedule reflecting such purchase.

Substitution of Property

The District and the Corporation may, at any time and from time to time during the Term of the
Agreement, substitute other personal property for the Property for purposes of the Lease Agreement, but
only after the District will have filed with the Corporation and the Trustee, with copies to each rating
agency then providing a rating for the Certificates, all of the following:

(a) executed copies of the Lease Agreement or amendments thereto containing the
description of the substituted Property, including the legal description of the substituted Property
as modified if necessary;

(b) a Certificate of the District, with copies of the Lease Agreement and the
Assignment Agreement, if needed, or amendments thereto containing the description of the
substituted Property, stating that such documents have been duly recorded in the official records
of the County Recorder of the County of Alameda;

(©) A Certificate of the District, accompanied by a fair market appraisal, from a
qualified appraiser, who may but need not be an employee of the District, (a) evidencing that the
annual fair rental value of the substituted Property which will constitute the Property after such
substitution will be at least equal to 100% of the maximum amount of the Lease Payments
becoming due in the then current fiscal year or in any subsequent fiscal year; and (b) stating that
the useful economic life of the substituted Property is at least equal to the remaining Term of the
Lease Agreement;

(d) with respect to the substituted Property, insurance naming the Trustee, the
District and the Corporation as the insured and insuring, the fee or leasehold estate of the
Corporation in such substituted Property subject only to such exceptions as do not substantially
interfere with the District’s right to use and occupy such substituted Property and as will not
result in an abatement of Lease Payments payable by the District under the Lease Agreement;

(e) the Certificate of the District stating that the substituted Property is ready for
immediate use and occupancy by the District and is essential to the ongoing purposes of the
District;

() evidence that such substitution will not cause the rating on the Certificates to be
reduced or withdrawn;

(2) an Opinion of Counsel stating that such amendment or modification (a) is
authorized or permitted by the laws of the State and the Trust Agreement; (b) will, upon the
execution and delivery thereof, be valid and binding upon the District in accordance with its
terms; and (c) will not cause the interest component of the Lease Payments to be included in
gross income for federal income tax purposes; and
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(h) written confirmation satisfactory to the Trustee that the indemnification provided
in the Trust Agreement applies to the substituted Property.

Upon such substitution, the Property released herefrom will be conveyed to the District and the
Corporation will execute all documents, including a bill of sale, necessary or appropriate to convey or
reconvey or release such Property to the District, free of all restrictions and encumbrances imposed or
created by the Lease Agreement, the Purchase and Sale Agreement or the Trust Agreement.

Insurance Proceeds

All policies of insurance required by the Lease Agreement will provide that all proceeds
thereunder will be payable to the Trustee and all policies of insurance required by the Lease Agreement
will provide that all proceeds thereunder will be payable to the Trustee, in each case, for the benefit of the
Certificate Owners pursuant to a lender’s loss payable endorsement substantially in accordance with the
form approved by the Board of Fire Underwriters of the Pacific and the California Bankers Association.
The District will pay or cause to be paid when due the premiums for all insurance policies set forth in the
Lease Agreement. All Net Proceeds of insurance received in respect of destruction of or damage to any
portion of the Property by any casualty or event will be paid to the Trustee for application in accordance
with the provisions of the Trust Agreement. All Net Proceeds of insurance and proceeds of the insurance
maintained pursuant to the Lease Agreement received in respect of a loss of the use and occupancy of the
Property will be deposited with the Trustee in the Lease Payment Fund and applied to the Lease Payments
under the Lease Agreement. The District, to the extent permitted by law, pledges and grants a lien on and
a security interest in all insurance proceeds received under the Lease Agreement to the Corporation in
order to secure the District’s obligation under the Lease agreement. The Trustee will not be responsible
for the sufficiency or form of any insurance in the Lease agreement required and will be fully protected in
accepting payment on account of such insurance of any adjustment, compromise or settlement or any loss
agreed to by the Trustee.

Assignment and Subleasing by the District

The Lease Agreement may not be assigned by the District. The Lease Agreement may be
subleased by the District; provided, that any sublease will be subject to all of the following conditions:

(a) The Lease Agreement and the obligation of the District to make Lease Payments
under the Lease Agreement will remain obligations of the District.

(b) The sublessee will assume the obligations of the District under the Lease
Agreement to the extent of the interest subleased.

(©) The District will, within 30 days after the delivery thereof, furnish or cause to be
furnished to the Corporation and the Trustee a true and complete copy of such sublease and an
opinion of an attorney regarding the enforceability of such sublease.

(d) No such sublease by the District will cause the Property to be used for a purpose
other than a governmental or proprietary function authorized under the provisions of the
Constitution and laws of the State of California.

(e) The District will have delivered to the Trustee an Opinion of Counsel to the
effect that such sublease will not cause the interest component of the Lease Payments due with
respect to the Property to become subject to federal income taxes or State of California income
taxes.
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Defaults and Remedies

(a) Except as otherwise provided in the Lease Agreement, if the District will fail to
pay any rental payable under the Lease Agreement when the same becomes due and payable, time
being expressly declared to be of the essence of the Lease Agreement, or the District will fail to
keep, observe or perform any other term, covenant or condition contained in the Lease Agreement
to be kept, observed or performed by the District for a period of 30 days after notice of the same
has been given to the District by the Corporation or the Trustee or for such additional time as is
reasonably required, in the sole discretion of the Trustee, to correct the same, or upon the
happening of any of the events specified in subsection (b) described below (any such case above
being an “Event of Default”), the District will be deemed to be in default under the Lease
Agreement and it will be lawful for the Corporation to exercise any and all remedies available
pursuant to law or granted pursuant to the Lease Agreement. Upon any such default, the
Corporation, in addition to all other rights and remedies it may have at law, will have the option
to do any of the following:

6)] To terminate the Lease Agreement in the manner provided on account of
default by the District, notwithstanding any repossession or reletting of the Property as
provided for in subparagraph (ii) below, and to repossess the Property and remove all
persons in possession thereof and all personal property whatsoever situated on the
Property and place such personal property in storage in any warechouse or other suitable
place located within the District. In the event of such termination, the District agrees to
surrender immediately possession of the Property, without let or hindrance, and to pay
the Corporation all damages recoverable at law that the Corporation may incur by reason
of default by the District, including, without limitation, any costs, loss or damage
whatsoever arising out of, in connection with, or incident to any such repossession of the
Property and removal and storage of such property by the Corporation or its duly
authorized agents in accordance with the provisions contained in the Lease Agreement.
Neither notice to pay rent or to deliver up possession of the Property given pursuant to
law nor any repossession by the Corporation nor any proceeding in unlawful detainer, or
otherwise, brought by the Corporation for the purpose of effecting such repossession of
the Property nor the appointment of a receiver upon initiative of the Corporation to
protect the Corporation’s interest under the Lease Agreement will of itself operate to
terminate the Lease Agreement, and no termination of the Lease Agreement on account
of default by the District will be or become effective by operation of law or acts of the
parties hereto, or otherwise, unless and until the Corporation will have given written
notice to the District of the election on the part of the Corporation to terminate the Lease
Agreement. The District covenants and agrees that no surrender of the Property or of the
remainder of the Term of the Lease Agreement or any termination of the Lease
Agreement will be valid in any manner or for any purpose whatsoever unless stated or
accepted by the Corporation by such written notice.

(i1) Without terminating the Lease Agreement, (A) to collect each
installment of rent as it becomes due and enforce any other terms or provision under the
Lease Agreement to be kept or performed by the District, regardless of whether or not the
District has abandoned the Property; or (B) to exercise any and all rights of repossession
upon the Property. In the event the Corporation does not elect to terminate the Lease
Agreement in the manner provided for in subparagraph (i) above, the District will remain
liable and agrees to keep or perform all covenants and conditions contained in the Lease
Agreement to be kept or performed by the District and, if the Property is not relet, to pay
the full amount of the rent to the end of the Term of the Lease Agreement or, in the event
that the Property is relet, to pay any deficiency in rent that results therefrom; and further
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agrees to pay said rent and/or rent deficiency punctually at the same time and in the same
manner as hereinabove provided for the payment of rent under the Lease Agreement
(without acceleration), notwithstanding the fact that the Corporation may have received
in previous years or may receive thereafter in subsequent years rental in excess of the
rental specified in the Lease Agreement, and notwithstanding any repossession by the
Corporation or suit in unlawful detainer, or otherwise, brought by the Corporation for the
purpose of effecting such repossession of the Property. Should the Corporation elect to
possess or repossess as provided in the Lease Agreement, the District irrevocably
appoints the Corporation as the agent and attorney in fact of the District to relet the
Property, or any part thereof, from time to time, either in the Corporation’s name or
otherwise, upon such terms and conditions and for such use and period as the Corporation
may deem advisable, and to remove all persons in possession thereof and all personal
property whatsoever situated upon the Property and to place such personal property in
storage in any warehouse or other suitable place located in the District, for the account of
and at the expense of the District, and the District exempts and agrees to save harmless
the Corporation from any costs, loss or damage whatsoever arising out of, in connection
with, or incident to any such repossession and reletting of the Property and removal and
storage of such property by the Corporation or its duly authorized agents in accordance
with the provisions contained in the Lease Agreement. The District agrees that the terms
of the Lease Agreement constitute full and sufficient notice of the right of the
Corporation to relet the Property and to do all other acts to maintain or preserve the
Property as the Corporation deems necessary or desirable in the event of such
repossession without effecting a surrender of the Lease Agreement, and further agrees
that no acts of the Corporation in effecting such reletting will constitute a surrender or
termination of the Lease Agreement irrespective of the use or the term for which such
reletting is made or the terms and conditions of such reletting, or otherwise, but that, on
the contrary, in the event of such default by the District the right to terminate the Lease
Agreement will vest in the Corporation to be effected in the sole and exclusive manner
provided for in subparagraph (i) above. The District further waives the right to any rental
obtained by the Corporation in excess of the rental specified in the Lease Agreement and
conveys and releases such excess to the Corporation as compensation to the Corporation
for its services in reletting the Property or any part thereof. The District further agrees to
pay the Corporation the cost of any alterations or additions to the Property necessary to
place the Property in condition for reletting immediately upon notice to the District of the
completion and installation of such additions or alterations.

The District waives any and all claims for damages caused or which may be caused by
the Corporation in taking possession of the Property as provided in the Lease Agreement and all
claims for damages that may result from the destruction of or injury to the Property and all claims
for damages to or loss of any property belonging to the District, or any other person, that may be
in or upon the Property.

(b) If (i) the District’s interest in the Lease Agreement or any part thercof be
assigned or transferred, either voluntarily or by operation of law or otherwise, without the written
consent of the Corporation, as hereinafter provided for; or (ii) the District will file any petition or
institute any proceeding under any act or acts, state or federal, dealing with or relating to the
subject or subjects of bankruptcy or insolvency, or under any amendment of such act or acts,
either as a bankrupt or as an insolvent, or as a debtor, or in any similar capacity, wherein or
whereby the District asks or seeks or prays to be adjudicated a bankrupt, or is to be discharged
from any or all of the District’s debts or obligations, or offers to the District’s creditors to effect a
composition or extension of time to pay the District’s debts or asks, seeks or prays for
reorganization or to effect a plan of reorganization, or for a readjustment of the District’s debts, or
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for any other similar relief, or if any such petition or any such proceedings of the same or similar
kind or character be filed or be instituted or taken against the District, or if a receiver of the
business or of the property or assets of the District will be appointed by any court, except a
receiver appointed at the instance or request of the Corporation, or if the District will make a
general or any assignment for the benefit of the District’s creditors; or if (iii) the District will
abandon or vacate the Property, then the District will be deemed to be in default under the Lease
Agreement.

(©) The Corporation will in no event be in default in the performance of any of its
obligations under the Lease Agreement or imposed by any statute or rule of law unless and until
the Corporation will have failed to perform such obligations within 30 days or such additional
time as is reasonably required to correct any such default after notice by the District to the
Corporation properly specifying wherein the Corporation has failed to perform any such
obligation. In the event of default by the Corporation, the District will be entitled to pursue any
remedy provided by law.

(d) In addition to the other remedies set forth in the Lease Agreement, upon the
occurrence of an Event of Default as defined in the Lease Agreement, the Corporation will be
entitled to proceed to protect and enforce the rights vested in the Corporation by the Lease
Agreement by such appropriate judicial proceeding as the Corporation will deem most effectual,
either by suit in equity or by action at law, whether for the specific performance of any covenant
or agreement contained in the Lease Agreement or to enforce any other legal or equitable right
vested in the Corporation by the Lease Agreement or by law. The provisions of the Lease
Agreement and the duties of the District and of its board of directors, officers or employees will
be enforceable by the Corporation by mandamus or other appropriate suit, action or proceeding in
any court of competent jurisdiction. Without limiting the generality of the foregoing, the
Corporation will have the right to bring the following actions:

) Accounting. By action or suit in equity to require the District and its
board of supervisors, officers and employees and its assigns to account as the trustee of
an express trust.

(i1) Injunction. By action or suit in equity to enjoin any acts or things which
may be unlawful or in violation of the rights of the Corporation.

(iii)  Mandamus. By mandamus or other suit, action or proceeding at law or
in equity to enforce the Corporation’s rights against the District (and its board of
supervisors, officers and employees) and to compel the District to perform and carry out
its duties and obligations under the law and its covenants and agreements with the
District as provided in the Lease Agreement.

Each and all of the remedies given to the Corporation under the Lease Agreement or by
any law now or hereafter enacted are cumulative and the single or partial exercise of any right,
power or privilege under the Lease Agreement will not impair the right of the Corporation to
other or further exercise thereof or the exercise of any or all other rights, powers or privileges.
The term “relet” or “reletting” as used in the Lease Agreement will include, but not be limited to,
reletting by means of the operation by the Corporation of the Property. If any statute or rule of
law validly will limit the remedies given to the Corporation under the Lease Agreement, the
Corporation nevertheless will be entitled to whatever remedies are allowable under any statute or
rule of law.
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In the event the Corporation will prevail in any action brought to enforce any of the terms
and provisions of the Lease Agreement, the District agrees to pay a reasonable amount as and for
attorney’s fees incurred by the Corporation in attempting to enforce any of the remedies available
to the Corporation under the Lease Agreement, whether or not a lawsuit has been filed and
whether or not any lawsuit culminates in a judgment.

(e) It is the intention of the parties that the Lease Agreement be assigned by the
Corporation to the Trustee pursuant to the Assignment Agreement and that the Trustee, upon
default by the District, as assignee of the Corporation, will exercise the remedies, provide the
notices and approvals and succeed to the rights of the Corporation under the Lease Agreement as
Trustee for the Certificate Owners.

€3} Notwithstanding anything in the Lease Agreement or in the Trust Agreement to
the contrary, there will be no right under any circumstances to accelerate the Lease Payments or
otherwise declare any Lease Payments not then in default to be immediately due and payable.

(2) Anything in the Lease Agreement to the contrary notwithstanding, upon the
occurrence and continuance of an Event of Default as defined in the Lease Agreement, the
District will be entitled to control and direct the enforcement of all rights and remedies granted to
the Owners or the Trustee for the benefit of the Owners under the Lease Agreement.

Net-net-net Lease

It is the purpose and intent of the Corporation and the District that Rental Payments under the
Lease Agreement will be absolutely net to the Corporation so that the Lease Agreement is a “net net net
lease” and will yield to the Corporation the Lease Payments and Additional Rental, free of any charges,
assessments or impositions of any kind charged, assessed or imposed on or against the Property, and
without counterclaim, deduction, defense, deferment or setoff by the District, except as specifically
otherwise provided in the Lease Agreement. The Corporation will not be expected or required to pay any
such charge, assessment or imposition, or be under any obligation or liability under the Lease Agreement
except as expressly set forth in the Lease Agreement, and all costs, expenses and obligations of any kind
relating to the maintenance and operation of the Property which may arise or become due during the Term
of the Lease Agreement will be paid by the District.
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APPENDIX B

AUDITED FINANCIAL STATEMENTS OF THE DISTRICT FOR THE
FISCAL YEAR ENDED JUNE 30, 2007
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APPENDIX C
ECONOMY OF THE COUNTIES
General

Alameda County and Contra Costa County (together, the “Counties”) are approximately equal in
size and comprise approximately 1,467 square miles of the nearly 7,000 square miles of land in the San
Francisco Bay Area (the “Bay Area”). The Counties border the east side of the San Francisco Bay across
from the City of San Francisco, and stretch eastward up to 40 miles beyond the series of hills between the
San Francisco Bay and the Central Valley (the Sacramento and San Joaquin Valleys) of California.
Capitalized terms used herein and not otherwise defined in this Appendix C shall have the meanings set
forth in the front portion of this Official Statement.

Sales taxes levied in the Counties are a source of District revenues. Sales tax revenues depend on
economic activity and trends as well as the demographic characteristics of the Counties. To provide a
basis for assessing likely future sales tax revenues in the District, historical trends are summarized below
and forecasts are presented for the population and employment of the Counties.

Historical Population and Employment Trends
Table C-1 shows historical population for cities within the Counties for the years between 2003

through 2007. Population in the Counties increased approximately 35.8% between 2003 and 2007, for an
average annual growth rate of approximately 1.8% over that time period.

(Remainder of this Page Intentionally Left Blank)
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Table C-1
HISTORICAL POPULATION
ALAMEDA AND CONTRA COSTA COUNTIES
(AS OF JANUARY 1)

2003 2004 2005 2006 2007
Alameda County
Alameda 73,340 74,444 74,433 74,551 75,254
Albany 16,743 16,708 16,677 16,680 16,764
Berkeley 104,296 104,193 104,136 150,382 106,347
Dublin 36,216 38,263 39,781 41,891 43,630
Emeryville 7,520 7,661 8,229 8,538 9,163
Fremont 209,502 208,896 209,603 210,150 211,662
Hayward 144,347 144,508 145,446 146,391 147,845
Livermore 77,832 78,503 80,398 81,442 82,845
Newark 43,843 43,715 43,533 43,486 43,693
Oakland 409,901 410,841 410,277 411,334 415,492
Piedmont 11,098 11,056 11,011 10,998 11,055
Pleasanton 66,856 67,092 67,379 67,873 68,755
San Leandro 81,157 81,418 81,116 81,071 81,466
Union City 70,155 70,128 70,402 71,151 72,297
Balance of County 138,689 138.951 138.835 139,043 139.880
ALAMEDA COUNTY TOTAL 1,491,495 1,496,377 1,501,256 1,509,981 1,526,148
Contra Costa County
Antioch 99,244 100,892 100,714 100,163 100,150
Brentwood 34,125 38,442 42,108 45,974 48,907
Clayton 10,976 11,024 10,947 10,841 10,781
Concord 124,683 125,204 125,025 123,969 123,519
Danville 43,192 43,372 43,131 42,719 42,601
El Cerrito 23,518 23,468 23,328 23,289 23,194
Hercules 20,478 21,770 23,282 23,647 23,975
Lafayette 24,389 24,371 24,236 24,003 23,953
Martinez 36,872 36,910 36,698 36,306 36,179
Moraga 16,505 16,487 16,387 16,223 16,165
Oakley 27,733 28,455 29,068 29,485 31,906
Orinda 17,822 17,813 17,738 17,557 17,517
Pinole 19,521 19,600 19,541 19,315 19,234
Pittsburg 61,036 61,665 62,398 62,492 63,004
Pleasant Hill 33,659 33,718 33,528 33,203 33,117
Richmond 101,332 101,960 102,677 102,676 103,828
San Pablo 30,786 31,124 31,241 30,977 30,965
San Ramon 47,035 48,755 50,855 56,505 58,035
Walnut Creek 65,962 66,333 66,283 65,603 65,384
Balance of County 157,213 157,636 161,199 165,785 169,927
CONTRA COSTA COUNTY TOTAL 996,081 1,008,999 1,020,384 1,030,732 1,042,341
TOTAL COUNTIES 2,487,576 2,505,376 2,521,640 2,540,713 2,568,489
PERCENT CHANGE — 0.72% 0.65% 0.76% 1.09%

1 Preliminary.
Source: California Department of Finance.
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Table C-2 shows historical nonagricultural employment for the Counties by industry sector in
calendar year 2006. As shown in Table C-2, the economy of the Counties is well diversified, with
emphasis on manufacturing, retail trade and services.

Table C-2
NONAGRICULTURAL EMPLOYMENT BY INDUSTRY SECTOR
ALAMEDA AND CONTRA COSTA COUNTIES COMPARED TO THE STATE
(CALENDAR YEAR 2006)"

Alameda County Contra Costa County Total Counties State

Number Percent Number Percent Number Percent Percent
Natural Resources, Mining and Construction 44,100 6.3% 30,500 8.8% 74,600 7.1% 6.4%
Manufacturing.........cceeveveerevereerieerirereneenenns 76,300 10.9 20,600 5.9 96,900 9.3 10.0
Trade, Transportation and Public Utilities...... 135,000 19.3 60,400 17.3 195,400 18.7 19.1
Information ............ccoveeeeeiiieeiiceeeeeeee 16,500 2.4 13,300 3.8 29,800 2.8 3.1
Financial ACtiViti€s, .......ccceeeevveeeeieeeeecireeenns 36,400 5.2 32,600 94 69,000 6.6 6.2
Professional and Business Services................ 103,700 14.9 51,300 14.7 155,000 14.8 14.8
Educational and Health Services ................... 78,500 11.2 43,400 12.5 121,900 11.7 10.7
Leisure and Hospitality............cccoeeeveeierreennen. 53,200 7.6 32,500 9.3 85,700 8.2 10.1
Other SErviCes......oouviiiiieiieeecieeeceeere e 23,900 34 12,000 34 35,900 34 34
GOVEINMENt ......ovviiiiiiiieeiiie e 130,300 18.7 51,800 14.9 182,100 17.4 16.2
Total nonagricultural employment(z) .............. 697,800 100.0% 348,400 100.0% 1,046,200 100.0%  100.0%

(1) Most recent data available.
(2) Figures may not add due to independent rounding.
Source: California Employment Development Department.

Alameda County. Alameda County has a diverse economic base and a large number of new jobs
have been and are expected to be created by firms classified in the services industry. Many of these jobs
will be highly skilled professional, technical, and managerial positions. The two largest employment
sectors are trade transportation and public utilities and government, which account for approximately
38.0% of total employment. The services sector averaging 312,100 jobs in 2006, comprised
approximately 44.7% of total employment, is the largest employment sector. Major employers in
Alameda County include Kaiser Permanente, United States Postal Service, University of California at
Berkeley, Alameda County, Lawrence Livermore National Laboratory, and Lawrence Berkeley National
Laboratory, as shown in Table C-3.

Contra Costa County. Contra Costa County, predominantly a low-density residential area,
accounts for approximately 40.6% percent of the population and approximately 33.3% of the
nonagricultural employment of the Counties. The two largest employment sectors are trade,
transportation and public utilities and government which account for approximately 32.2% of total
employment. The services sector averaging 185,100 jobs in 2006, comprised approximately 53.1% of
total employment, is the largest employment sector.. Major employers in Contra Costa County include
Contra Costa County, Pacific Gas & Electric Company, Pacific Bell and John Muir/Mt. Diablo Health
System, as shown in Table C-3.
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The County is located in the region east of the San Francisco Bay known as the “East Bay,”

which also includes the County of Alameda.

employers headquartered or located in the County and their employment levels.

Table C-3

MAJOR EMPLOYERS IN THE EAST BAY

WITH EMPLOYEES IN THE COUNTY

Primary Location

1

The following Table C-3 provides a listing of major

Firm in County Product or Service Employment
SBC Communications Inc. San Ramon Telecommunications 10,600
U.S. Postal Service Countywide Postal Services 10,000
Chevron/Corp.?) Countywide Energy, Oil & Gas 3,000
County of Contra Costa® Martinez County Government 8,381
Safeway Countywide Supermarkets 7,922
Bank of America Countywide Banking 7,081
Bio-Rad Laboratories Inc. Hercules Biotech tests 5,200
John Muir/Mt. Diablo Health System ® Walnut Creek Health Care 4,900
Kaiser Permanente Medical Center ® Walnut Creek, Martinez  Health Care 4,730
Lucky Stores Countywide Supermarkets 4,631
Wells Fargo & Co. Countywide Banking 4,000
AT&T Countywide Telecommunications 4,000
Mt. Diablo Unified School District ® Concord K-12 Education 3,385
West Contra Costa Unified School District Richmond K-12 Education 3,360
Coopervision/Ocular Sciences Inc. Concord Contact lenses 3,144
Pacific Gas & Electric Countywide Gas & Electric Service 3,000
Longs Drug Stores ? Walnut Creek Retail Drug Stores 2,900
San Ramon Valley Unified School District Danville K-12 Education 2,280
Contra Costa Newspapers Walnut Creek Newspaper Publishing 1,417
Round Table Franchise Corp. Countywide Pizza Restaurants 1,230
Tosco Martinez Oil Refinery 1,200
Hill Physicians Med. Group Countywide Health Care 1,050
USS Posco Industries Pittsburg Steel Manufacturing 1,000
Shell Martinez Refining Co. (Equilon) Martinez Oil Refinery 930

(1) Sources: East Bay Business Times, Book of Lists, 2007 and San Francisco Business Times, Book of Lists, 2007. Data is for

the reported entity’s latest fiscal year.
(2) Headquartered in the County.

Personal Income

The United State Department of Commerce, Bureau of Economic Analysis (the “BEA”) produces
economic accounts statistics that enable government and business decision-makers, researchers, and the
public to follow and understand the performance of the national economy.

The BEA defines “personal income” as income received by persons from all sources, including
income received from participation in production as well as from government and business transfer
payments. Personal income represents the sum of compensation of employees (received), supplements to
wages and salaries, proprietors’ income with inventory valuation adjustment and capital consumption
adjustment (CCAdj), rental income of persons with CCAdj, personal income receipts on assets, and
personal current transfer receipts, less contributions for government social insurance. Per capita personal
income is calculated as the personal income divided by the resident population based upon the Census
Bureau’s annual midyear population estimates.
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Table C-4 below presents the latest available personal income and per capita personal for the
Counties, the State and the nation for the calendar years 2001 through 2005.

Table C-4
ALAMEDA COUNTY AND CONTRA COSTA COUNTY
PERSONAL INCOME
CALENDAR YEARS 2001 THROUGH 2005

Per Capita
Personal Income Personal Income

Year and Area (millions of dollars) (dollars)
2005"

Alameda County $62,332 $42,956

Contra Costa County 49,475 48,618

State 1,332,919 36,936

United States 10,220,942 34,495
2004

Alameda County $59.180 $40,737

Contra Costa County 47,336 46,995

State 1,262,306 35,380

United States 9,716,351 33,050
2003

Alameda County $56,424 $38,666

Contra Costa County 44,177 44213

State 1,184,265 33,469

United States 9,150,320 31,484
2002

Alameda County $55,317 $37,731

Contra Costa County 43,305 43,786

State 1,147,716 32,769

United States 8,872,871 30,810
2001

Alameda County $56,122 $38,135

Contra Costa County 43,472 44,490

State 1,135,304 32,859

United States 8,716,992 30,472

T Most recent annual data available.

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table C-5 shows the total dollar volume of sales and other taxable transactions (which correlate
with sales tax receipts) in the Counties for Fiscal Years ended June 30, 1990 through 2005.

Table C-5
HISTORICAL TAXABLE TRANSACTIONS
ALAMEDA AND CONTRA COSTA COUNTIES
1990-2005" FISCAL YEARS ENDED JUNE 30

(IN THOUSANDS)
Percent

Fiscal Alameda Contra Costa Increase /
Year County County Total Counties (Decrease)
1990 13,105,872 7,223,356 20,329,228 -
1991 12,826,643 7,378,243 20,204,886 (0.6%)
1992 13,277,866 7,583,172 20,861,038 3.2
1993 13,403,253 7,435,385 20,839,638 0.1)
1994 13,414,411 7,476,420 20,890,831 0.2
1995 15,476,364 8,339,755 23,816,119 4.0
1996 17,087,375 8,575,704 25,663,079 7.8
1997 18,505,619 9,227,418 27,733,037 8.1
1998 19,221,688 10,093,690 29,315,378 5.7
1999 20,672,287 11,114,476 31,786,763 8.4
2000 23,763,516 12,330,560 36,094,076 3.6
2001 22,758,085 12,256,721 35,014,806 3.1)
2002 21,624,629 12,159,424 33,784,053 (3.6)
2003 21,375,029 12,223,295 33,598,314 (0.6)
2004 22,996,365 12,990,538 35,986,903 7.1
2005° 24,242 981 13,480,075 37,723,056 4.8

T Most recent data available.

Source: California State Board of Equalization, annual reports 1990-2005.
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Table C-6 shows taxable transactions by type of business for the Counties for the calendar year
ended December 31, 2005, the most recent annual data available.

ALAMEDA AND CONTRA COSTA COUNTIES

Table C-6
TAXABLE TRANSACTIONS BY TYPE OF BUSINESS

FOR CALENDAR YEAR ENDED DECEMBER 31, 2005

Type of Business

Retail Sales
Women’s apparel
Men’s apparel

Family apparel

Shoes

Apparel stores group

General merchandise
Drug stores
General merchandise group

Gifts, art goods, & novelties
Sporting goods

Florists

Photo equipment & supplies
Musical instruments
Stationery and books

Jewelry

Office, store & school supplies
Other specialties

Specialty stores group

Stores selling all types of liquor
All other food stores
Food stores group

Eating places: no alcohol sold
Eating places: beer and wine
Eating places: all types of liquor
Eating and drinking group

Household and home furnishings
Household appliance dealers
Household group

Combined Total

($ IN THOUSANDS)
Alameda Contra Costa
County County Total
$151,845 $124,956 $276,801
32,114 26,977 59,091
341,214 226,948 568,162
100,811 72,520 173,331
625,984 451,401 1,077,385
1,798,740 1,633,282 3,432,022
288,361 207,472 495,833
2,087,101 1,840,754 3,927,855
67,051 52,192 119,243
166,212 121,321 287,533
43,486 31,740 75,226
17,511 10,375 27,886
76,292 57,127 133,419
226,096 89,510 315,606
76,373 85,976 162,349
946,968 371,126 1,318,094
858,006 519,646 1.377.652
2,477,995 1,339,013 3,817,008
533,981 457,768 991,749
210,358 149.400 359,758
744,339 607,168 1,351,507
768,954 444,466 1,213,420
506,234 307,084 813,318
434,680 297,574 732,254
1,709,868 1,049,124 2,758,992
631,668 342,182 973,850
211,919 141,795 353,714
843,587 483,977 1,327,564

(continued on next page)
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Percentage
of Total"

0.73%
0.16
1.51
0.46
2.86

9.10
1.31
10.41

0.32
0.76
0.20
0.07
0.35
0.84
0.43
3.49
3.65

10.12

2.63
9.54
3.58

3.22
2.16
1.94
7.31

2.58
0.94
3.52



Combined Total

Alameda Contra Costa Percentage
Type of Business County County Total of Total®”
Lumber and building materials $1,145,787 $753,141 $1,898,928 5.03%
Hardware Stores 167,151 108,967 276,118 0.73
Plumbing and electrical supplies 219,461 195,018 414,479 1.09
Paint, glass and wallpaper 48,812 35,345 84,157 0.22
Building material group 1,581,211 1,092,471 2,673,682 7.09
New motor vehicle dealers 2,597,685 1,602,494 4,200,179 11.13
Used motor vehicle dealers 178,607 113,179 291,786 0.77
Automotive supplies and parts 211,503 142,245 353,748 0.94
Service stations 1,518,337 1,043,848 2,562,185 6.79
Automotive group 4,506,132 2,901,766 7,407,898 19.64
Packaged liquor stores 140,606 78,796 219,402 0.58
Second-hand merchandise 19,405 9,746 29,151 0.08
Farm implement dealers 219,268 @ 219,268 0.58
Farm and garden supply stores 65,090 101,818 166,908 0.44
Fuel and ice dealers 5,483 8,142 13,625 0.04
Mobile homes, trailers, and campers 40,977 25,845 66,822 0.17
Boat, motorcycle, and plane dealers 161.436 82.063 243.499 0.65
All other retail stores group 652,265 306,410 958,675 2.54
Retail stores total 15,228,482 10,072,084 25,300,566 67.07
Business and personal services 1,061,582 524,750 1,586,332 421
All other outlets 7.952.917 2,883,241 10,836,158 28.73
Total all outlets $24,242,981 $13,480,075 $37,723,056 100.00%

T  Most recent annual data available.

(1) Numbers may not add due to independent rounding.

(2) Sales omitted because their publication would result in the disclosure of confidential information. The amount is included in

the class-of business group to which they belong when possible.
Source: California State Board of Equalization, 2005 Annual Report.
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Table C-7 shows a comparison of total taxable transactions among several large northern and
southern California counties (including the Counties) and Statewide over the calendar years 2001 through

2005.

The Counties
Alameda
Contra Costa

Total Counties

Other Northern Counties
Sacramento
San Francisco
San Mateo
Santa Clara

Southern Counties
Los Angeles
Orange
Riverside
San Bernardino
San Diego
Ventura

Statewide

Table C-7
COMPARISON OF TAXABLE TRANSACTIONS TREND
FOR MAJOR CALIFORNIA COUNTIES

2001-2005°
($ IN THOUSANDS)

2001 2002 2003 2004 2005"
$22,758,085 $21,264,629 $21,375,029 $22,996,365 $24,242 981
12,256,721 12,159.424 12,223,295 12,990,538 13,480,075
35,014,806 33,424,053 33,598,324 35,986,903 37,723,056
17,221,801 17,577,559 18,506,466 20,216,922 21,266,500
12,455,236 11,589,440 11,496,746 12,207,507 13,025,974
12,859,589 11,614,809 11,358,439 11,808,074 12,451,350
32,133,247 27,453,942 27,062,663 28,491,576 30,193,802
107,426,692 108,753,064 113,685,422 122,533,104 130,722,373
44,595,314 44,869,156 47,517,066 51,681,059 55,063,246
18,231,555 19,498,994 21,709,135 25,237,148 28,256,491
19,684,143 20,849,502 22,599,947 26,206,167 29,744,868
37,699,333 38,595,547 40,863,978 44,470,338 46,679,471
9,532,990 9,803,513 10,382,440 11,176,821 11,909,068
441,517,560 440,950,094 460,296,468 500,076,783 536,904,428

1 Most recent annual data available.

Source: California State Board of Equalization.
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Annual

Growth

(2001-05)
%

0.6%
1.8

5.1
(1.3)
2.2)
3.7)

4.2
4.4
10.8
9.6
52
5.6
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Construction Activity

Table C-8 sets forth information regarding building permits and valuations for calendar years
2002 through 2006.

Table C-8
BUILDING PERMITS AND VALUATIONS
CALENDAR YEARS 2002-2006
($ IN THOUSANDS)

Alameda County

Valuation ($ in thousands) Number of New Dwelling Units
Calendar Single Multiple

Year Residential"” Nonresidential® Total Family Family Total
2002 $1,086,263 $770,269 $1,856,531 2,306 1,266 3,572
2003 1,259,877 608,282 1,868,159 2,087 2,433 4,520
2004 1,533,319 705,736 2,239,055 2,269 3,422 5,691
2005 1,294,365 773,740 2,168,105 1,518 2,898 4,416
2006 1,529,481 816,194 2,345,675 1,681 4,035 5,716

Contra Costa County

Valuation ($ in thousands) Number of New Dwelling Units
Calendar Single Multiple

Year Residential'” Nonresidential® Total Family Family Total
2002 $1,492,963 $375,165 $1,868,128 5,076 729 5,805
2003 1,684,237 412,118 2,096,355 4,965 1,930 6,895
2004 1,470,014 375,184 1,845,197 4,222 1,261 5,483
2005 1,925,421 392,870 2,318,291 5,452 860 6,312
2006 1,451,818 412,500 1,864,318 3,310 1,178 4,488

(1) Includes building permit valuations for new single- and multi- family housing units, and residential alterations and additions.
(2) Includes building permit valuations for private new Commercial, industrial and other non-residential buildings, and alterations
and additions to existing private non-residential structures.
(3) Most recent annual data available.
Source: Construction Industry Research Board, Building Permit Summary for California Cities and Counties, Data for Calendar
Years 2002 through 2006.
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APPENDIX D

PROPOSED FORM OF SPECIAL COUNSEL OPINION

January 8, 2008

Alameda-Contra Costa Transit District
Oakland, California

$13,500,000
Alameda-Contra Costa Transit District
Certificates of Participation
(FHR Computer System Financing)
Series 2007

Ladies and Gentlemen:

We have acted as Special Counsel in connection with the execution and delivery of the captioned
Alameda-Contra Costa Transit District Certificates of Participation (FHR Computer System Financing)
Series 2007 (the “Certificates”). The Certificates are authorized pursuant to the Trust Agreement, dated
as of December 1, 2007 (the “Trust Agreement”), by and among The Bank of New York Trust Company,
N.A., as trustee (the “Trustee”), the AC Transit Financing Corporation (the “Corporation”) and the
Alameda-Contra Costa Transit District (the “District”). Pursuant to the Assignment Agreement, dated as
of December 1, 2007 (the “Assignment Agreement”), by and between the Corporation and the Trustee,
the Corporation has assigned all of its rights, title and interest in, to and under the Lease Agreement, dated
as of December 1, 2007 (the “Lease Agreement”), between the Corporation, as lessor, and the District, as
lessee (other than the rights, title and interest of the Corporation with respect to certain payments or
reimbursements for its costs, fees and expenses as provided the Lease Agreement), to the Trustee for the
benefit of the registered owners of the Certificates. The Certificates evidence proportionate individual
interests of the registered owners thereof in the right to receive lease payments (the “Lease Payments™),
payable by the District under the Lease Agreement, which payments include portions designated and paid
as interest and principal, as provided in the Lease Agreement. Capitalized terms used but not defined
herein have the meanings assigned to them in the Trust Agreement.

We have examined the Constitution and the laws of the State of California; the Internal Revenue
Code of 1986, as amended (the “Code”), and the regulations, rulings and judicial decisions relevant to the
opinions set forth in paragraphs 5 and 6 below; and such certified proceedings, certificates, documents,
opinions and other papers as we deem necessary to render this opinion. As to questions of fact material to
our opinion, we have relied upon the certified proceedings and other certificates of public officials and
others furnished to us without undertaking to verify the same by independent investigation. We have
assumed the due authorization, execution and delivery of the Certificates by the Trustee.
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that:

Based upon the foregoing, we are of the opinion, as of the date hereof and under existing law,

1. The District is a duly created and validly existing political subdivision of the
State of California with the power to enter into the Lease Agreement and the Trust Agreement
and perform the agreements on its part contained therein.

2. The Lease Agreement has been duly authorized, executed and delivered by the
District and, assuming due authorization, execution and delivery thereof by the Corporation,
constitutes the valid and binding obligation of the District, enforceable against the District in
accordance with its terms.

3. The Trust Agreement has been duly authorized, executed and delivered by the
District and, assuming due authorization, execution and delivery thereof by the Corporation and
the Trustee, constitutes the valid and binding obligation of the District, enforceable against the
District in accordance with its terms.

4, Subject to the terms and provisions of the Lease Agreement, the Lease Payments
of the District under the Lease Agreement are payable from general funds of the District lawfully
available therefor. By virtue of the Trust Agreement, the owners of the Certificates are entitled
to receive their proportionate share of the Lease Payments in accordance with the terms and
provisions of the Trust Agreement.

5. Under existing laws, regulations, rulings and judicial decisions, the portion of the
Lease Payments paid by the District which is designated and paid as interest (including original
issue discount treated as interest, if any), as provided in the Lease Agreement, and received by
the registered owners of the Certificates, is excluded from gross income for federal income tax
purposes and is not a specific preference item for purposes of the federal alternative minimum tax
imposed on individuals and corporations, however, the portion of the Lease Payments designated
and paid as interest is included in the federal alternative minimum taxable income of certain
corporations which must be increased by 75% of the excess of the adjusted current earnings of
such corporations over the alternative minimum taxable income (determined without regard to
such adjustment and prior to reductions for certain net operating losses) of such corporations.
The opinions set forth in this paragraph assume the compliance by the District with certain
requirements of the Code that must be met subsequent to the execution and delivery of the
Certificates. The District has covenanted in the Lease Agreement and the Tax Compliance
Certificate executed and delivered in connection with the execution and delivery of the
Certificates to comply with certain restrictions, conditions and requirements designed to assure
that the interest portion of the Lease Payments received by the Owners of the Certificates will not
become includible in gross income. Failure to comply with such requirements could cause such
interest to be includable in gross income for federal income tax purposes, retroactive to the date
of execution and delivery of the Certificates. Although we are of the opinion that a portion of the
Lease Payments paid by the District which is designated and paid as interest and received by the
registered owners of the Certificates is excluded from gross income for federal income tax
purposes, the accrual or receipt of interest on the Certificates may otherwise affect the federal
income tax liability of the recipient. The extent of these other tax consequences will depend
upon the recipient’s particular tax status or other items of income or deduction. We express no
opinion regarding such consequences. Further, we express no opinion regarding other federal tax
consequences arising with respect to the Certificates, and we express no opinion as to the effect
of any termination of the District’s obligations under the Lease Agreement, under certain
circumstances as provided in the Lease Agreement, upon the treatment for federal income tax
purposes of any moneys received under the Lease Agreement subsequent to such termination.
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6. The portion of the Lease Payments paid by the District which is designated and
paid as interest, as provided in the Lease Agreement, and received by the registered owners of the
Certificates, is exempt from personal income taxation imposed by the State of California. We
express no opinion as to the effect of any termination of the District’s obligations under the Lease
Agreement, under certain circumstances as provided in the Lease Agreement, upon the treatment
for State of California personal income tax purposes of any moneys received under the Lease
Agreement subsequent to such termination.

The rights of the registered owners of the Certificates and the enforceability of the Certificates,
the Trust Agreement, the Assignment Agreement and the Lease Agreement may be subject to bankruptcy,
insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or
hereafter enacted to the extent constitutionally applicable, to the exercise of judicial discretion in
appropriate cases and to the exercise by the State of California and its governmental bodies of the police
power inherent in the sovereignty of the State of California and to the exercise by the United States of
America of the powers delegated to it by the Constitution of the United States of America.

This opinion is limited to the matters specifically set forth above and we offer no other opinion or
advice as to any other aspect of the transaction generally described herein. In particular, but without
limitation, we offer no opinion or advice as to the enforceability of the Trust Agreement, the Lease
Agreement and the Assignment Agreement against the Trustee or the Corporation; with respect to the
Certificates; legal title to the leased property; the creditworthiness or financial condition of the District; or
the accuracy or completeness of the statements made in connection with the offer and sale of the
Certificates.

This opinion is based solely on the Constitution and laws of the State of California, the provisions
of the Code and the regulations, rulings and judicial decisions relevant to the opinions set forth in
paragraphs 5 and 6 above, the other items described in the second paragraph hereof and the assumptions
set forth herein; and we have no obligation to update or supplement this opinion based on or with respect
to changes in any of such items or based on or with respect to other events or circumstances that occur
after the date hereof.

Very truly yours,
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APPENDIX E

DTC AND THE BOOK-ENTRY ONLY SYSTEM

The information in this Appendix G concerning The Depository Trust Company, New York, New
York (“DTC”) and DTC’s book-entry system has been obtained from DTC and neither the District or the
Corporation take any responsibility for the completeness or accuracy thereof. The District and the
Corporation cannot and do not give any assurances that DTC, DTC Participants or Indirect Participants
will distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any, with
respect to the Certificates, (b) certificates representing ownership interest in or other confirmation or
ownership interest in the Certificates, or (c) prepayment or other notices sent to DTC or Cede & Co., its
nominee, as the registered owner of the Certificates, or that they will so do on a timely basis, or that
DTC, DTC Participants or DTC Indirect Participants will act in the manner described in this Appendix.
The current “Rules” applicable to DTC are on file with the Securities and Exchange Commission and the
current “Procedures” of DTC to be followed in dealing with DTC Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
Certificates. The Certificates will be issued as fully-registered securities registered in the name of Cede
& Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully-registered security certificate will be issued for each maturity of the
Certificates, each in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2.2 million
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market
instruments from over 100 countries that DTC’s participants (“Direct Participants™) deposit with DTC.
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a
number of Direct Participants of DTC and Members of the National Securities Clearing Corporation,
Fixed Income Clearing Corporation, and Emerging Markets Clearing Corporation, (respectively,
“NSCC,” “FICC” and “EMCC,” also subsidiaries of DTCC), as well as by the New York Stock
Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities Dealers,
Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a
custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants™). DTC
has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on file with
the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com
and www.dtc.org; no information contained in such websites are incorporated into this Official Statement.

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

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

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

Prepayment notices shall be sent to DTC. The conveyance of notices and other communications
by DTC to DTC Participants, by DTC Participants to Indirect Participants and by DTC Participants and
Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject to any
statutory or regulatory requirements as may be in effect from time to time. Any failure of DTC to advise
any DTC Participant, or of any DTC Participant or Indirect Participant to notify a Beneficial Owner, of
any such notice and its content or effect will not affect the validity of the Certificates called for
prepayment or of any other action premised on such notice. Prepayment of portions of the Certificates by
the Corporation will reduce the outstanding principal amount of Certificates held by DTC. In such event,
DTC will implement, through its book-entry system, a prepayment by lot of interests in the Certificates
held for the account of DTC Participants in accordance with its own rules or other agreements with DTC
Participants and then DTC Participants and Indirect Participants will implement a prepayment of the
Certificates for the Beneficial Owners. Any such selection of Certificates to be redeemed will not be
governed by the Trust Agreement and will not be conducted by the Corporation, the District or the
Trustee.

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

Payments of principal premium, if any, and interest evidenced by the Certificates will be made to

Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
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information from the District or the Trustee, on payable date in accordance with their respective holdings
shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in
bearer form or registered in “street name,” and will be the responsibility of such Participant and not of
DTC (nor its nominee), the Trustee or the District, subject to any statutory or regulatory requirements as
may be in effect from time to time. Payment of principal of, premium, if any, and interest evidenced by
the Certificates to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the District or the Trustee, disbursement of such payments
to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

NONE OF DISTRICT, THE CORPORATION OR THE TRUSTEE WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR
BENEFICIAL OWNERS WITH RESPECT TO THE PAYMENTS OR THE PROVIDING OF NOTICE
TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE
SELECTION OF CERTIFICATES FOR PREPAYMENT.

None of the District, the Corporation or the Trustee can give any assurances that DTC, DTC
Participants, Indirect Participants or others will distribute payments of principal of, premium, if any, and
interest on the Certificates paid to DTC or its nominee, as the registered Owner, or any prepayment or
other notice, to the Beneficial Owners or that they will do so on a timely basis or that DTC will serve and
act in a manner described in this Official Statement.

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

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

In the event that the book-entry system is discontinued as described above, the requirements of
the Trust Agreement will apply. The foregoing information concerning DTC concerning and DTC’s
book-entry system has been provided by DTC, and neither the Redevelopment Agency nor the Trustee
take any responsibility for the accuracy thereof.

The District, the Corporation and the Trustee cannot and do not give any assurances that DTC,
the Participants or others will distribute payments of principal, interest or premium, if any, evidenced by
the Certificates paid to DTC or its nominee as the registered owner, or will distribute any prepayment
notices or other notices, to the Beneficial Owners, or that they will do so on a timely basis or will serve
and act in the manner described in this Official Statement. None of the District, the Corporation or the
Trustee are responsible or liable for the failure of DTC or any Participant to make any payment or give
any notice to a Beneficial Owner with respect to the Certificates or an error or delay relating thereto.
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APPENDIX F
SUMMARY OF CONTINUING DISCLOSURE AGREEMENT

The following is a summary of certain provisions of the Continuing Disclosure Agreement to be
executed and delivered by the District and the Trustee in connection with the issuance of the Certificates
(the “Disclosure Agreement”). This summary is not to be considered as a full statement of the Disclosure
Agreement and reference is made thereto for the full details of the terms thereof.

Purpose of the Disclosure Agreement.

The Disclosure Agreement is executed for the benefit of the Owners and Beneficial Owners of
the Certificates and in order to assist the Participating Underwriter in complying with SEC Rule
15¢2-12(b)(5).

Definitions

In addition to the definitions set forth in the Trust Agreement, which apply to any capitalized
term used in the Disclosure Agreement, unless otherwise defined below, the following capitalized terms
shall have the following meanings:

“Annual Report” means any Annual Report provided by the District pursuant to, and as described
in, Sections 3 and 4 of the Disclosure Agreement.

“Beneficial Owner” means any person which has the power, directly or indirectly, to make
investment decisions concerning ownership of any Certificates (including persons holding Certificates
through nominees, depositories or other intermediaries).

“Central Post Office” shall mean the Disclosure USA website maintained by the Municipal
Advisory Council of Texas or any successor thereto, or any other organization or method approved by the
staff or members of the Securities and Exchange Commission as an intermediary through which issuers
may, in compliance with the Rule, make filings required by this Continuing Disclosure Certificate.

“Dissemination Agent” means The Bank of New York Trust Company, N.A., acting in its
capacity as Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing

by the District.

“Owners” means any person listed on the registration books of the District as the registered
owner of any Certificates.

“Listed Events” means any of the events listed in Section 5(a) of the Disclosure Agreement.
“National Repository” means any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. A list of the current National Repositories approved by the S.E.C. may

be found at the S.E.C. website: http://www.sec.gov/info/municipal/nrmsir.htm.

“Official Statement” means the official statement relating to the Certificates, dated
December 19, 2007.

“Participating Underwriter” means any of the original underwriters of the Certificates required to
comply with the Rule in connection with the offering of the Certificates.

F-1



“Repository” means each National Repository and the State Repository.
“Rule” means Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.

“State” means the State of California.

“State Repository” means any public or private repository or entity within the State created for
the purpose of receiving information of the nature of the Annual Reports or reports of material events
required by the Disclosure Agreement and recognized as such by the Securities and Exchange
Commission. As of the date of the Official Statement, there is no State Repository.

“Tax-exempt” means, with respect to interest on any obligations of the state or local government,
including the Certificates, that such interest is excluded from gross income for federal income tax
purposes, but such interest may be includable as an item of tax preference or otherwise includable directly
or indirectly for purposes of calculating other tax liabilities, including any alternative minimum tax or
environmental tax under the Code then in effect.

Provision of Annual Reports

The District on behalf of the Corporation shall, or cause the Dissemination Agent to, not later than
210 days after the end of the District’s fiscal year (which currently ends June 30), commencing with the
report for the 2007-08 Fiscal Year, provide an Annual Report consistent with the requirements of the
Disclosure Agreement (an “Annual Report”) to the Repository; provided that the audited financial
statements of the District may be submitted separately from the balance of the Annual Report and later
than the date required above for the filing of the Annual Report if they are not available by that date. The
District shall make a copy of any Annual Report available to any person who requests a copy at a cost not
exceeding the reasonable cost of duplication and delivery.

If by ten Business Days prior to the date specified above for providing the Annual Report to the
Repository, the Trustee has not received a copy of the Annual Report, the Trustee shall contact the
District and the Dissemination Agent to determine if the District is in compliance with above paragraph.

If the Trustee is unable to verify that an Annual Report has been provided to the Repository by
the date specified in the first paragraph, the Trustee shall instead file a notice, in the form attached to the
Disclosure Agreement, with the Repository stating that the Annual Report has not been timely filed and,
if known, stating the date by which the District expects to file the Annual Report. Giving of a notice
under this paragraph shall not excuse failure to file the Annual Report pursuant to the first paragraph of
this section.

If the Dissemination Agent is not the District, the Dissemination Agent shall:

1. Determine each year prior to the date for filing the Annual Report the name and address
of the Repositories then certified by the Securities and Exchange Commission;

2. File a report with the District and (if the Dissemination Agent is not the Trustee) the
Trustee certifying that the Annual Report has been filed pursuant to the Disclosure Agreement, and listing
all the Repositories with which it was filed and the dates of the filings; and

3. Take any other actions mutually agreed to between the Dissemination Agent and the
District.
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Notwithstanding any other provision of this Continuing Disclosure Agreement, the District and
the Dissemination Agent reserve the right to make any of the aforementioned filings through the Central
Post Office.

Content of Annual Reports

The Annual Report shall contain or include by reference the following for the most recently ended
fiscal year:

1. The audited General Purpose Financial Statements of the District for the Fiscal Year
ended on the previous June 30, prepared in accordance with generally accepted accounting principles
promulgated to apply to government entities from time to time by the Governmental Accounting
Standards Board. If the audited financial statements of the District are not available by the time the
Annual Report is required to be filed pursuant to the Disclosure Agreement, the Annual Report shall
contain unaudited financial statements in a format similar to the financial statements contained in the final
Official Statement, and the audited financial statements shall be filed in the same manner as the Annual
Report when they become available.

2. Updates to the information on the following tables in the Official Statement:

Table 3—Ridership, Farebox Revenues and Operating Ratios;
Table 4-FTA Operating Subsidies;

Table 5-TDA Funds;

Table 6—STA and Proposition 1B Funds;

Table 7-A.B. 1107 Sales Tax Receipts;

Table 8—Measure B and Measure C Funds; and

Table 10-Total Assessed Valuation and Total District Collections.

The Annual Report may consist of one of more documents. Any or all of the items listed above
may be included in the Annual Report by reference to other documents which have been filed by the
District with each of the Repositories, including any final official statement (in which case such final
official statement must also be available from the Municipal Securities Rulemaking Board). The District
shall clearly identify in the Annual Report each such document so included by reference.

Reporting of Significant Events
Pursuant to the provisions of the Disclosure Agreement, the District, on behalf of the

Corporation, shall give, or cause to be given, notice of the occurrence of any of the following events with
respect to the Certificates (each, a “Listed Event”), if material:

1. Delinquency in payment when due of any principal of or interest with respect to the
Certificates.
2. The occurrence of any event of default under and as defined in the Trust Agreement other

than as described in the above paragraph.

3. The withdrawal of funds on deposit in the Reserve Fund due to financial difficulties of
the District.
4. Receipt of an opinion of nationally recognized bond counsel to the effect that interest

with respect to the Certificates is not Tax-exempt; or
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5. Any other adverse event affecting the Tax-exempt status of the Certificates, including but
not limited to:

(a) The commencement of any audit, investigation or other challenge of the Tax-
exempt status of the Certificates by the Internal Revenue Service or in any administrative or
judicial proceeding;

(b) The issuance of any regulation, decision or other official pronouncement by the
Internal Revenue Service or other official tax authority or by any court adversely affecting the
Tax-exempt status of the Certificates, certificates of participation or bonds of the same type as the
Certificates or financing structures of the same type as financed by the Certificates; provided,
however, that no notice need be given pursuant to the Disclosure Agreement of any change in law
or regulations that is applicable to certificates of participation, bonds or notes generally.

6. Amendment of the Trust Agreement or the Disclosure Agreement modifying the rights of
the Owners of the Certificates.

7. Giving of a notice of optional or unscheduled redemption of any Certificates.
8. Defeasance of the Certificates, or any portion thereof.
9. Any change in any rating on the Certificates from a nationally-recognized securities

rating agency.
10. Any unscheduled draw on any municipal bond insurance policy.

11. Any change in the provider of any municipal bond insurance policy or any failure by the
provider of such policy in the performance thereof.

12. Any event which causes the Project not to be available for beneficial use or occupancy by
the District.

Whenever the District obtains knowledge of the occurrence of a Listed Event, the District shall
determine if such event would constitute material information to the Owners of the Certificates. If the
District determines that knowledge of such event would be material to the Owners of the Certificates the
District shall as timely file a notice of such occurrence with the Municipal Securities Rulemaking Board
and each Repository.

Termination of Reporting Obligation

The obligations of the District under the Disclosure Agreement shall terminate upon maturity,
legal defeasance, prior redemption or acceleration of all of the outstanding Certificates. If such
termination occurs prior to the final maturity of the Certificates, the District shall give notice of such
termination in the same manner as for a Listed Event .

Dissemination Agent

The District may, from time to time, appoint or engage a Dissemination Agent to assist it in
carrying out its obligations under the Disclosure Agreement, and may discharge any such Dissemination
Agent, with or without appointing a successor Dissemination Agent. The Dissemination Agent shall not
be responsible in any manner for the content of any notice or report prepared by the District pursuant to
the Disclosure Agreement. If at any time there is not any other designated Dissemination Agent, the
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District shall be the Dissemination Agent. The initial Dissemination Agent shall be The Bank of New
York Trust Company, N.A.

The Dissemination Agent may resign by providing thirty days written notice to the District and
the Trustee. The Dissemination Agent shall not be responsible for the content of any report or notice
prepared by the District. The Dissemination Agent shall be paid compensation by the District for its
services provided hereunder in accordance with its schedule of fees as amended from time to time and all
expenses, legal fees and advances made or incurred by the Dissemination Agent in the performance of its
duties hereunder. The District agrees to indemnify and hold the Dissemination Agent and the Trustee,
their agents, officers, directors and employees harmless from and against any losses, costs, expenses,
liabilities, suits, or claims related to or arising from the execution and performance of this Agreement by
the Dissemination Agent and the Trustee, provided the Dissemination Agent and the Trustee shall not be
indemnified to the extent of its respective gross negligence or willful misconduct. The Dissemination
Agent and the Trustee shall have no duty or obligation to review any information provided to them
hereunder and shall not be deemed to be acting in any fiduciary capacity for the District, the
Certificateholders, or any other party. Neither the Trustee or the Dissemination Agent shall have any
liability to the Certificateholders or any other party for any monetary damages or financial liability of any
kind whatsoever related to or arising from this Agreement. The Dissemination Agent shall have only
such duties as specifically provided herein, and no implied duties or obligations shall be read into this
Agreement against the Dissemination Agent.

Amendment; Waiver

Notwithstanding any other provision of the Disclosure Agreement, the District may amend the
Disclosure Agreement, and any provision of the Disclosure Agreement may be waived, provided that the
following conditions are satisfied (provided, neither the Trustee or the Dissemination Agent shall be
obligated by any such amendment that modifies or increases its duties or obligations hereunder without its
written consent thereto):

1. If the amendment or waiver relates to the provisions of described in the first paragraph
under “Provision of Annual Disclosure Reports,” under “Content of Annual Disclosure Reports” or
described in the first paragraph under “Reporting of Significant Events,” it may only be made in connection
with a change in circumstances that arises from a change in legal requirements, change in law, or change
in the identity, nature or status of an obligated person with respect to the Certificates, or the type of
business conducted;

2. The undertaking, as amended or taking into account such waiver, would, in the opinion of
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the
original issuance of the Certificates, after taking into account any amendments or interpretations of the
Rule, as well as any change in circumstances; and

3. The amendment or waiver either (a) is approved by the Owners of the Certificates in the
same manner as provided in the Trust Agreement for amendments to the Trust Agreement with the
consent of Owners, or (b) does not, in the opinion of nationally recognized bond counsel, materially
impair the interests of the Owners or Beneficial Owners of the Certificates.

In the event of any amendment or waiver of a provision of the Disclosure Agreement, the District
shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a
change of accounting principles, on the presentation) of financial information or operating data being
presented by the District. In addition, if the amendment relates to the accounting principles to be
followed in preparing financial statements, (a) notice of such change shall be given in the same manner as
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for a Listed Event, and (b) the Annual Report for the year in which the change is made should present a
comparison (in narrative form and also, if feasible, in quantitative form) between the financial statements
as prepared on the basis of the new accounting principles and those prepared on the basis of the former
accounting principles.

Default

In the event of a failure of the District to comply with any provision of the Disclosure Agreement,
any Holder or Beneficial Owner of the Certificates may take such actions as may be necessary and
appropriate, including seeking mandate or specific performance by court order, to cause the District to
comply with its obligations. A default under the Disclosure Agreement shall not be deemed a default
under the Certificates, and the sole remedy in the event of any failure to comply shall be an action to
compel performance.

Additional Information

Nothing in the Disclosure Agreement shall be deemed to prevent the District from disseminating
any other information, using the means of dissemination set forth in the Disclosure Agreement or any
other means of communication, or including any other information in any Annual Report or notice of
occurrence of a Listed Event, in addition to that which is required by the Disclosure Agreement. If the
District chooses to include any information in any Annual Report or notice of occurrence of a Listed
Event in addition to that which is specifically required by the Disclosure Agreement, the District shall
have no obligation under the Disclosure Agreement to update such information or include it in any future
Annual Report or notice of occurrence of a Listed Event.

Beneficiaries

The Disclosure Agreement inures solely to the benefit of the Owners and Beneficial Owners from
time to time of the Certificates, and creates no rights in any other person or entity (except the right of any
Certificate Owner or Beneficial owner to enforce the provisions of the Disclosure Agreement on behalf
the Certificate Owner). The Disclosure Agreement is not intended to create any monetary rights on
behalf of any person based upon the Rule.

Partial Invalidity

If any one or more of the agreements or covenants or portions thereof required hereby to be
performed by or on the part of the District shall be contrary to law, then such agreement or agreements,
such covenant or covenants or such portions thereof shall be null and void and shall be deemed separable
from the remaining agreements and covenants or portions thereof and will in no way affect the validity
hereof, and the Owners of the Certificates will retain all the benefits afforded to them hereunder. The
District hereby declares that he would have executed and delivered the Disclosure Agreement and each
and every other article, section, paragraph, subdivision, sentence, clause and phrase hereof irrespective of
the fact that any one or more articles, sections, paragraphs, subdivisions, sentences, clauses or phrases
hereof or the application thereof to any person or circumstances may be held to be unconstitutional,
unenforceable or invalid.

Governing Law; Venue
The laws of the State of California govern the Disclosure Agreement, the interpretation thereof
and any right liability arising thereunder. The Disclosure Agreement will be enforceable in the State and

any action arising out of the Disclosure Agreement shall be filed with and maintained in Alameda
County, California; provided that the District may waive the requirement of venue.
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