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nor the Underwriter assumes any responsibility for the accuracy of these CUSIP data.
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

Use of Official Statement.  This Official Statement is submitted in connection with the sale of
the Series A Bonds referred to herein and may not be reproduced or used, in whole or in part, for
any other purpose.  This Official Statement is not to be construed as a contract with the purchasers
of the Series A Bonds.  

Estimates and Forecasts.  When used in this Official Statement and in any continuing
disclosure by the City, in any press release and in any oral statement made with the approval of an
authorized officer of the City, the words or phrases “will likely result,” “are expected to”, “will continue”,
“is anticipated”, “estimate”, “project,” “forecast”, “expect”, “intend” and similar expressions identify
“forward looking statements” within the meaning of the Private Securities Litigation Reform Act of
1995.  Such statements are subject to risks and uncertainties that could cause actual results to differ
materially from those contemplated in such forward-looking statements.  Any forecast is subject to
such uncertainties.  Inevitably, some assumptions used to develop the forecasts will not be realized
and unanticipated events and circumstances may occur.  Therefore, there are likely to be differences
between forecasts and actual results, and those differences may be material. The information and
expressions of opinion herein are subject to change without notice, and neither the delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, give rise to any
implication that there has been no change in the affairs of the City since the date hereof.

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

Limited Scope of Information.  The City has obtained certain information set forth herein
from sources which are believed to be reliable, but such information is neither guaranteed as to
accuracy or completeness, nor to be construed as a representation of such by the City.  The
information and expressions of opinions herein are subject to change without notice and neither
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances,
create any implication that there has been no change in the affairs of the City since the date hereof.
All summaries of or references to the documents referred to in this Official Statement are made
subject to the provisions of such documents and do not purport to be complete statements of any or
all of such provisions.  All capitalized terms used herein, unless noted otherwise, have the meanings
given in the Indenture.

Stabilization of Prices.  In connection with this offering, the Underwriter may overallot or
effect transactions which stabilize or maintain the market price of the Series A Bonds at a level above
that which might otherwise prevail in the open market.  Such stabilizing, if commenced, may be
discontinued at any time.  The Underwriter may offer and sell the Series A Bonds to certain dealers
and others at prices lower than the public offering prices set forth on the cover page hereof and said
public offering prices may be changed from time to time by the Underwriter.

THE SERIES A BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED, IN RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION
REQUIREMENTS CONTAINED IN SUCH ACT.  THE SERIES A BONDS HAVE NOT BEEN
REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.
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__________________________________

OFFICIAL STATEMENT
__________________________________

$9,700,000
CITY OF MOUNTAIN VIEW
 Water Revenue Bonds

(Graham Reservoir Project)
2004 Series A

INTRODUCTION

This introduction is not a summary of this Official Statement.  It is only a brief
description of and guide to, and is qualified by, more complete and detailed information
contained in the entire Official Statement, including the cover page and appendices hereto, and
the documents summarized or described herein.  A full review should be made of the entire
Official Statement.  The offering of the Series A Bonds to potential investors is made only by
means of the entire Official Statement.

Authority for Issuance.  The City of Mountain View (the “City”) is issuing the bonds
captioned above (the “Series A Bonds”) under (a) the City charter (the “City Charter”) and the
bond procedures adopted by the City, (b) a resolution adopted by the City Council of the City on
August 17, 2004 (the “Resolution”), and an Indenture of Trust (the “Indenture”), dated as of
September 1, 2004, between the City and U.S. Bank National Association, as trustee (the
“Trustee”).

Form of Bonds.  The Series A Bonds will be dated their date of delivery and will be
issued in fully registered form, without coupons, in the minimum denominations of $5,000 or any
integral multiple thereof.  See “THE SERIES A BONDS – General Provisions.”  When delivered, the
Series A Bonds will be registered in the name of The Depository Trust Company, New York,
New York (“DTC”), or its nominee.  DTC will act as securities depository for the Series A Bonds.
Individual purchases of Bonds will be made in book-entry form only in the principal amount of
$5,000 each or any integral multiple thereof.  Purchasers of the Series A Bonds will not receive
certificates representing the Series A Bonds purchased.  See “THE SERIES A BONDS - Book-
Entry Only System” and “APPENDIX F – DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

Purpose of the Series A Bonds.  The Series A Bonds are being issued to provide
funds to (i) acquire and construct a new reservoir to be known as the Graham Reservoir and
related improvements for the City’s municipal water enterprise (the “Water System”), (ii) provide
a reserve account for the Series A Bonds, and (iii) pay the costs of issuing the Series A Bonds.
See "FINANCING PLAN."
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Pledge of Water System Revenues.  The Series A Bonds and any Parity Bonds issued
under the Indenture (collectively, the “Bonds”) are payable from and secured by a (i) first pledge
of and lien on “Net Revenues” received from the operation of the Water System.  “Net Revenues”
are generally defined as “Gross Revenues” received from the Water System, less “Maintenance
and Operation Costs” of the Water System.  “SECURITY FOR THE SERIES A BONDS – Pledge of
Net Revenues.”

Rate Covenant. The City will make the following covenants in the Indenture with respect
to Charges for the Water System:

Sum Sufficient.  The City will fix, prescribe, revise and collect Charges during
each Fiscal Year which (together with transfers to the Revenue Fund from the Rate
Stabilization Account, and other funds accumulated from Gross Revenues and which are
lawfully available to the City for payment of any of the following amounts during such
Fiscal Year) are at least sufficient, after making allowances for contingencies and error
in the estimates, to pay the following amounts in the following order:

(a) all Maintenance and Operation Costs estimated by the City to become
due and payable in such Fiscal Year;

(b) the Debt Service on the Outstanding Bonds and Governmental Loans
(if any) becoming due and payable during such Fiscal Year, including the
Redemption Price of Term Bonds subject to Sinking Fund Installment redemption
during such Fiscal Year, if any;

(c) all other payments required for compliance with the Indenture and the
instruments under which any Parity Bonds are issued; and

(d) all payments required to meet any other obligations of the City which
are charges, liens, encumbrances upon or payable from the Gross Revenues or
the Net Revenues.

Coverage Test.  The City will fix, prescribe, revise and collect Charges during
each Fiscal Year that are sufficient to yield Net Revenues at least equal to 125% of the
Debt Service on the Outstanding Bonds and Governmental Loans (if any) becoming due
and payable during such Fiscal Year.

See “SECURITY FOR THE SERIES A BONDS - Rate Covenant.”

Issuance of Additional Parity Obligations.  The City may issue or incur additional
obligations and bonds on a parity with or subordinate to the Series A Bonds, provided that the
conditions set forth in the Indenture are met.  See “SECURITY FOR THE SERIES A BONDS – Parity
Obligations,” “– Governmental Loans” and “– Subordinate Obligations.”

Reserve Account.  A Reserve Account will be established and available if there are
insufficient amounts in the Debt Service Fund to make payment on the Series A Bonds.  Upon
delivery of the Series A Bonds, the City will meet the “Reserve Requirement” (described herein)
by depositing a portion of the proceeds of the Series A Bonds with the Trustee.  See "SECURITY
FOR THE SERIES A BONDS – Reserve Account."

Bond Insurance and Reserve Surety.  Concurrently with issuance of the Series A
Bonds, MBIA Insurance Corporation (“MBIA” or the " Insurer"), will issue its municipal bond
insurance policy for the Series A Bonds, and  its debt service reserve fund surety to satisfy the
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Reserve Requirement.  See "MUNICIPAL BOND INSURANCE AND RESERVE SURETY" and
"APPENDIX H – Specimen Municipal Bond Insurance Policy and Reserve Surety."

Redemption.  The Series A Bonds are subject to optional redemption and special
mandatory redemption prior to their stated maturity dates.  See “THE SERIES A BONDS –
Redemption.”

Risks of Investment.  The Series A Bonds are repayable only from certain money
available to the City from the Water System.  For a discussion of some of the risks associated
with the purchase of the Series A Bonds, see “BOND OWNERS’ RISKS.”

Neither the Series A Bonds nor the obligation of the City to pay principal of or
interest thereon constitutes a debt of the City, the State of California or any of its
political subdivisions within the meaning of any constitutional limitation on
indebtedness, or a pledge of the full faith and credit of the City.  The Series A Bonds
are secured solely by the pledge of Net Revenues of the City and certain funds held
under the Indenture.
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FINANCING PLAN

The Project

General.  The City intends to use the proceeds of the Series A Bonds to finance the
cost of the “Project,” which is defined as the construction of the Graham Reservoir and related
improvements for the Water System.  (Under the Indenture, the City has the option of applying the
proceeds of the Series A Bonds to any other capital project integral to the Water System.)

Graham Reservoir.  The Graham Reservoir is designed as an 8 million gallon reservoir
to be located under a newly reconstructed Graham Middle School playfield under a lease and
related agreements with the Mountain View-Whisman School District.  The project includes the
construction of the Graham Reservoir and related improvements (such as a pump station, off-
site piping, yard piping and appurtenances, athletic fields and landscaping, and restroom and
storage improvements).

Construction of the Graham Reservoir project began in June 2004.  The Graham
Reservoir is scheduled to be complete in October 2005, and the related athletic fields and
landscaping are scheduled to be complete in March 2006.

The construction cost for the Graham Reservoir project was originally anticipated to
equal approximately $12.1 million.  Based on construction bids received on September 16, 2004,
the cost of the project is currently anticipated to equal approximately $16 million.  The City intends
to solicit new bids for the project in October 2004, but the City anticipates that it will be able to
pay any project costs in excess of the original estimates through available funds of the Water
Fund.   

The City anticipates that the total cost of the Graham Reservoir project will be funded
through a combination of the proceeds of the Series A Bonds deposited in the Project Fund, a
contribution from the Mountain View-Whisman School District, a contribution from the Shoreline
Regional Park Community Fund (because the Graham Reservoir is anticipated to serve the future
water needs of the North Bayshore Area of the Mountain View Shoreline Regional Park
Community), and available funds of the Water Fund as needed.  

See “THE WATER SYSTEM – Capital Improvement Program” for a further discussion of
the Graham Reservoir project and other current and future planned maintenance and capital
improvement projects.
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Estimated Sources and Uses of Funds

The estimated sources and uses of funds relating to the Series A Bonds are as follows:

Sources:
Principal Amount of Series A Bonds $9,700,000.00
Plus Original Issue Premium 7,751.80
Less Underwriter's Discount     (81,919.41)
     TOTAL SOURCES $9,625,832.39

Uses:
Deposit to Project Fund [1] $9,420,000.00
Deposit to Costs of Issuance Fund [2]    205,832.39
     TOTAL USES $9,625,832.39

                                                               
[1] Represents funds to be used to finance a portion of the costs of the

Project.  See “– The Project” above.
[2] Represents funds to be used to pay Costs of Issuance, which include legal

fees, financial advisor’s fee, reserve fund surety bond premium, printing
costs, rating agency fees and other miscellaneous expenses.  The
municipal bond insurance policy premium will be paid directly by the
Underwriter.
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DEBT SERVICE SCHEDULE

Annual debt service on the Series A Bonds is presented below.

Bond Year
Ending
June 1 Principal Interest

Total
Annual

Debt Service
2005 $365,000 $262,334.72 $627,334.72
2006  250,000 379,300.00 629,300.00
2007 255,000 371,800.00 626,800.00
2008 265,000 364,150.00 629,150.00
2009 270,000 356,200.00 626,200.00
2010 280,000 348,100.00 628,100.00
2011 290,000 339,000.00 629,000.00
2012 300,000 328,850.00 628,850.00
2013  310,000 316,850.00 626,850.00
2014 325,000 304,450.00 629,450.00
2015 335,000 291,450.00 626,450.00
2016  350,000 278,050.00 628,050.00
2017  365,000 264,050.00 629,050.00
2018  380,000 249,450.00 629,450.00
2019  390,000 234,250.00 624,250.00
2020  410,000 218,650.00 628,650.00
2021  425,000 202,250.00 627,250.00
2022  440,000 184,400.00 624,400.00
2023  460,000 165,700.00 625,700.00
2024  480,000 145,575.00 625,575.00
2025  505,000 123,975.00 628,975.00
2026  525,000 101,250.00 626,250.00
2027  550,000  77,625.00 627,625.00
2028  575,000  52,875.00 627,875.00
2029     600,000       27,000.00       627,000.00

Total: $9,700,000 $5,987,584.72 $15,687,584.72
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THE SERIES A BONDS

Authority for Issuance

The City is a charter city authorized to issue bonds under the powers of cities with
respect to municipal affairs in accordance with Section 5 of Article XI of the California
Constitution, and under Section 200 of the City Charter.  The City is issuing the Series A Bonds
under the City Charter and the bond procedures adopted by the City, the Resolution, and the
Indenture.  Under the Resolution, the City authorized the issuance of the Series A Bonds in a
principal amount not to exceed $11,000,000.

General Provisions

Bond Terms.  The Series A Bonds will be dated their date of delivery and issued in fully
registered form without coupons in denominations of $5,000 or any integral multiple of $5,000, so
long as no Series A Bond has more than one maturity date.  The Series A Bonds will mature in
the amounts and on the dates, and bear interest at the rates per annum, set forth on the cover
page of this Official Statement.  

Payments of Principal and Interest.  Interest on the Series A Bonds will be payable
on December 1 and June 1 in each year, beginning June 1, 2005 (each an "Interest Payment
Date") to the person whose name appears on the Bond Registration Books as the Owner thereof
as of the Record Date immediately preceding each such Interest Payment Date.  Interest will be
paid by check or draft of the Trustee mailed to the Owner or, at the option of any Owner of at
least $1,000,000 aggregate principal amount of the Series A Bonds, by wire transfer, at the
address of such Owner as it appears on the Bond Registration Books.  While the Series A
Bonds are subject to the book-entry system, the principal, interest and any prepayment premium
with respect to a Series A Bond will be paid by the Trustee to DTC for subsequent disbursement
to beneficial owners of the Series A Bonds.    

Principal of and premium (if any) on any Series A Bond will be paid upon presentation and
surrender thereof at the Principal Corporate Trust Office of the Trustee.  Both the principal of and
interest and premium (if any) on the Series A Bonds will be payable in lawful money of the United
States of America.

Calculation of Interest.  The Series A Bonds will bear interest from the Interest
Payment Date next preceding the date of authentication thereof, unless the date of authentication
is an Interest Payment Date, in which event such interest is payable from such date of
authentication, and unless said date of authentication is prior to May 15, 2005, in which event
such interest is payable from the Closing Date; provided, however, that if, as of the date of
authentication of any Series A Bond, interest thereon is in default, such Series A Bond will bear
interest from the date to which interest has previously been paid or made available for payment
thereon in full.

Redemption

Optional Redemption.  The Series A Bonds maturing on or before June 1, 2014, are
not subject to optional redemption prior to maturity.  The Series A Bonds maturing on or after
June 1, 2015 are subject to redemption prior to maturity, at the option of the City, as a whole or in
part, from any source of available funds, in an order to be determined by the City, on any date on
or after June 1, 2014, at a Redemption Price equal to the principal amount of the Series A Bonds
to be redeemed, plus accrued interest to the date of redemption, without premium.  
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Special Mandatory Redemption From Insurance or Condemnation Proceeds.
The Series A Bonds are also subject to redemption as a whole or in part on any date, in any
manner selected by the City and by lot within a maturity, to the extent of the Net Proceeds of
hazard insurance not used to repair or rebuild the Water System or the Net Proceeds of
condemnation awards received with respect to the Water System to be used for such purpose
under the Indenture, at a Redemption Price equal to the principal amount of the Series A Bonds
plus interest accrued to the date fixed for redemption, without premium.

Notice of Redemption. Unless waived by any Owner of Series A Bonds to be
redeemed, official notice of any redemption of Series A Bonds will be given, at the expense of
the City, by the Trustee by mailing a copy of an official redemption notice by first class mail at
least 30 days, and not more than 60 days, prior to the date fixed for redemption to the Owner of
the Series A Bond or Series A Bonds to be redeemed at the address shown on the Bond
Registration Books or at such other address as is furnished in writing by such Owner to the
Trustee; provided, that neither the failure to receive such notice nor any immaterial defect in any
notice will affect the sufficiency of the proceedings for the redemption of the Series A Bonds.

Effect of Redemption.  If notice of redemption is given as required by the Indenture, the
Series A Bonds or portions of Series A Bonds so to be redeemed will, on the redemption date,
become due and payable at the Redemption Price therein specified, and from and after such date
(unless the City defaults in the payment of the Redemption Price) such Series A Bonds or
portions of Series A Bonds will cease to have interest accrue thereon.  Upon surrender of such
Series A Bonds for redemption in accordance with the redemption notice, such Series A Bonds
will be paid by the Trustee at the Redemption Price.  Installments of interest due on or prior to the
redemption date will be payable as provided in the Indenture for payment of interest. Upon
surrender for any partial redemption of any Series A Bond, there will be prepared for the Owner
a new Series A Bond or Series A Bonds of the same maturity in the amount of the unpaid
principal.

Neither the failure of any Series A Bond Owner to receive any notice so mailed nor any
defect therein will affect the sufficiency of the proceedings for redemption of any Series A
Bonds nor the cessation of accrual of interest thereon.

Selection of Series A Bonds for Redemption.  Whenever any Series A Bonds are to
be selected for redemption, the Trustee will determine, by lot, the amount in each maturity and the
numbers of the Series A Bonds to be redeemed, and will notify the City thereof.  

Book-Entry Only System

The Series A Bonds will be issued as fully registered bonds in book-entry only form,
registered in the name of Cede & Co. as nominee of DTC, and will be available to ultimate
purchasers in the denomination of $5,000 or any integral multiple of $5,000, under the book-entry
system maintained by DTC.  While the Series A Bonds are subject to the book-entry system, the
principal, interest and any prepayment premium with respect to a Series A Bond will be paid by
the Trustee to DTC, which in turn is obligated to remit such payment to its DTC Participants for
subsequent disbursement to Beneficial Owners of the Series A Bonds.  Purchasers of the
Series A Bonds will not receive certificates representing their interests therein, which will be
held at DTC.  

See “APPENDIX F – DTC AND THE BOOK-ENTRY ONLY SYSTEM” for further information
regarding DTC and the book-entry system.  
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SECURITY FOR THE SERIES A BONDS

The general fund of the City is not liable and neither the credit nor the taxing power of
the City is pledged for the payment of the principal or Redemption Price of and interest on the
Series A Bonds.  The Owner of the Series A Bonds may not compel the exercise of the taxing
power by the City or the forfeiture of its property.  The principal of and interest on the Series A
Bonds are not a debt of the City, nor a legal or equitable pledge, charge, lien or encumbrance,
upon any of its property, or upon any of its income, receipts, or revenues except the Net
Revenues of the Water System.

This section provides summaries of the security for the Series A Bonds and certain
provisions of the Indenture.  See “APPENDIX A – Summary of the Indenture” for a more
complete summary of the Indenture.  Capitalized terms used but not defined in this section
have the meanings given in APPENDIX A.  

Pledge of Net Revenues

First and Exclusive Lien on Net Revenues.  Under the Indenture, the City transfers,
places a charge upon, assigns and sets over to the Trustee, for the benefit of the Owners, that
portion of the Net Revenues which is necessary to pay the principal or Redemption Price of and
interest on the Bonds in any Fiscal Year, together with all moneys on deposit in the Debt Service
Fund, and that portion of the Net Revenues is irrevocably pledged to the punctual payment of the
principal or Redemption Price of and interest on the Bonds.  

Such portion of the Net Revenues may not be used for any other purpose during each
Fiscal Year, except that out of Net Revenues there may be apportioned and paid such sums for
such purposes, as are expressly permitted by the Indenture, including Parity Bonds.  (See
“SECURITY FOR THE SERIES A BONDS – Parity Obligations.”)

This pledge constitutes a first, direct and exclusive charge and lien on the Net Revenues
for the payment of the principal or Redemption Price of and interest on the Bonds in accordance
with the terms thereof.  

Net Revenues.  The Indenture defines “Net Revenues,” for any period of computation, as
the amount of the Gross Revenues received from the Water System during such period, less the
amount of Maintenance and Operation Costs of the Water System becoming payable during such
period.

“Gross Revenues” are defined in the Indenture as, for any period of computation, all
gross charges received for, and all other gross income and revenues derived by the City from,
the ownership or operation of the Water System or otherwise arising from the Water System
during such period, including but not limited to (a) all Charges received by the City, (b) all
receipts, income or realized gain derived from the investment of funds held by the City or the
Trustee under the Indenture, and receipts from the Rate Stabilization Account (c) all moneys
received by the City from other public entities whose inhabitants are served under contracts
with the City and (d) moneys deposited in the Debt Service Fund or other fund to secure the
Bonds or to provide for the payment of the principal of or interest on the Bonds.

“Maintenance and Operation Costs” are defined in the Indenture as the reasonable and
necessary costs of maintaining and operating the Water System, calculated on sound accounting
principles, including (among other things) the cost of purchased water, the reasonable expenses
of management, personnel, services, equipment, repair and other expenses necessary to
maintain and preserve the Water System in good repair and working order, and reasonable
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amounts for administration, overhead, insurance, taxes (if any) and other similar costs, but
excluding in all cases depreciation and obsolescence charges or reserves therefor and
amortization of intangibles or other bookkeeping entries of a similar nature.

Limited Obligation of the City

The Net Revenues constitute a trust fund for the security and payment of the principal or
Redemption Price of and interest on the Series A Bonds.  The general fund of the City is not
liable, and the credit or taxing power of the City is not pledged, for the payment of the principal or
Redemption Price of and interest on the Series A Bonds.  The Owner of the Series A Bonds may
not compel the exercise of the taxing power by the City or the forfeiture of its property.  

The principal or Redemption Price of and interest on the Series A Bonds are not a debt of
the City, nor a legal or equitable pledge, charge, lien or encumbrance, upon any of its property, or
upon any of its income, receipts, or revenues, except the Net Revenues of the Water System.

Allocation of Gross Revenues

Deposit Into Revenue Fund.  The City will covenant and agree in the Indenture that all
Gross Revenues, when and as received, will be received and held by the City in trust under the
Indenture and will be deposited by the City in the Revenue Fund (which has previously been
created and now exists in the City Treasury as the Water Fund) and will be accounted for
through and held in trust in the Revenue Fund.  

All such Gross Revenues will be transferred, disbursed, allocated and applied solely to
the uses and purposes set forth in the Indenture, and will be accounted for separately and apart
from all other money, funds, accounts or other resources of the City.

Allocation. All Gross Revenues will be held in trust by the City in the Revenue Fund and
will be applied, transferred, used and withdrawn only for the purposes authorized in the
Indenture, as set forth below, and in the following order of priority:

(i) Maintenance and Operation Costs.  The City will first pay from the moneys in
the Revenue Fund the Maintenance and Operation Costs as they become due and
payable.

(ii) Debt Service Fund.  On or before the 5th Business Day of the month
preceding each Interest Payment Date and Principal Payment Date, the City will transfer
from the Revenue Fund to the Trustee for deposit in the Debt Service Fund the following
amounts:

(i) an amount equal to the aggregate amount of interest to become due and
payable on all Outstanding Bonds (including any Parity Bonds) bearing interest at
a Fixed Interest Rate, and an amount equal to interest due on any Parity Bonds
bearing interest at a Variable Rate (if any) on the next occurring Interest Payment
Date, plus

(ii) an amount equal to the aggregate amount of Principal Installments
becoming due and payable on all Outstanding Serial Bonds on the next
succeeding Principal Payment Date, plus

(iii) an amount equal to the aggregate amount of the Sinking Fund
Installments payable on the next succeeding Principal Payment Date, if any, plus
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(iv) an amount equal to the aggregate amount of Governmental Loan
Payments becoming due and payable under any Governmental Loans.  

All interest earnings and profits or losses on the investment of amounts in the
Debt Service Fund will be deposited in or charged to the Debt Service Fund and applied to
the purposes thereof.  No transfer and deposit need be made into the Debt Service Fund
if the amount contained therein, taking into account investment earnings and profits, is at
least equal to the Principal Installments due on all Outstanding Serial Bonds or such
Principal Installments and interest to become due on the next Interest Payment Date or
Principal Payment Date upon all Outstanding Bonds.

(iii) 2004 Series A Sinking Fund Account. On or before the  5th Business Day of
the month preceding each Principal Payment Date, and after any moneys in the 2004
Series A Sinking Fund Account have been applied, the City will transfer from the
Revenue Fund to the Trustee for deposit in the 2004 Series A Sinking Fund Account an
amount equal to the aggregate amount of the Sinking Fund Installments payable on the
next occurring Principal Payment Date, if any.

(iv) Reserve Account.  After making the payments, allocations and transfers
described in subsections (i), (ii), and (iii) above, if the balance in the Reserve Account is
less than the Reserve Requirement, the deficiency will be restored by transfers from the
first funds that become available in the Revenue Fund to the Trustee for deposit in the
Reserve Account, such transfers to be made no later than the times provided in the
section of the Indenture concerning valuation of investments.

All interest earnings and profits on the investment of amounts in the Reserve
Account will, prior to the date of transfer of all amounts from the Project Fund, be
transferred to the Project Fund and after the date of such transfer, to the Debt Service
Fund.  Such transfers will be made upon receipt of interest and profits but at least
annually.  Any investment losses will be charged to the Reserve Account.

(v) Surplus.  As long as all of the foregoing payments, allocations and transfers
are made at the times an in the manner set forth above in subsection (i) through (iv),
moneys remaining in the Revenue Fund may at any time be treated as surplus and applied
as provided in the Indenture.

Debt Service Fund

Establishment.  The Indenture provides that the Trustee will establish and maintain a
Debt Service Fund, within which the Trustee will establish and maintain a Redemption Account
and a Reserve Account.  

Application. The Trustee will apply the funds in the Debt Service Fund as follows:

(a) Interest.  The Trustee will withdraw from the Debt Service Fund, prior to each
Interest Payment Date, an amount equal to the Interest Requirement payable on such
Interest Payment Date, and apply that amount to the payment of interest on the Bonds
when due as specified in the Indenture.

(b) Principal. The Trustee will withdraw from the Debt Service Fund, prior to each
Principal Payment Date, an amount equal to the principal amount of the Outstanding Serial
Bonds, if any, maturing on that Principal Payment Date, and apply that amount to the
payment of the principal of Bonds when due as specified in the Indenture.
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(c) Governmental Loans.  The Trustee will withdraw from the Debt Service Fund,
prior to each Governmental Loan Payment Date (if any), an amount equal to the
Governmental Loan Payment then coming due, if any, and cause the same to be applied
to pay the Governmental Loan Payment then due.

All withdrawals and transfers under the provisions of subsection (a), (b) and (c) above
will be made not earlier than one day prior to the Interest Payment Date or Principal Payment Date
to which they relate, and the amount so withdrawn or transferred will, for the purposes of the
Indenture, be deemed to remain in and be part of the appropriate Account until such Interest
Payment Date or Principal Payment Date.

Rate Stabilization Account

Establishment and Deposits.  The Indenture provides that the City will establish, hold
and maintain a Rate Stabilization Account within the Water Fund.  

From time to time the City may deposit in the Rate Stabilization Account from surplus Net
Revenues such amounts as the City may determine, provided that deposits for each Fiscal Year
may be made at any time during such Fiscal Year and until (but not after) 120 days following the
end of such Fiscal Year.  

Application.  The City may withdraw amounts from the Rate Stabilization Account (i) for
inclusion in Gross Revenues for any Fiscal Year at any time during such Fiscal Year or (ii) for
any of the other purposes set forth in the Indenture for the use of surplus funds.

All interest or other earnings on deposits in the Rate Stabilization Account will be
accounted for as Gross Revenues in the Revenue Fund.  

Limitation on Deposits.  Notwithstanding the foregoing, no deposit of surplus Net
Revenues in the Rate Stabilization Account may be made to the extent such Net Revenues were
included in an Independent Financial Advisor's report submitted in connection with satisfying the
test for issuing Parity Bonds contained in the Indenture, and the withdrawal of Net Revenues for
purposes of such deposit would cause noncompliance with the test for issuing Parity Bonds
contained in the Indenture.

Reserve Account

Reserve Requirement. On the Closing Date the Trustee will deposit into the Reserve
Account the reserve fund surety bond, which the Insurer has agreed to issue in an amount
equal to the “Reserve Requirement,” which is defined as an amount equal to “Maximum Annual
Debt Service” (as defined in the Indenture), or such lower amount as may be required by the Tax
Code.

An amount equal to the Reserve Requirement must be maintained in the Reserve Account
at all times; any deficiency therein will be replenished from available Net Revenues.  The Reserve
Requirement may be increased by any Supplemental Indenture establishing any Parity Bonds.  

Use of the Reserve Account.  If at any time there are not sufficient amounts in the Debt
Service Fund or any Sinking Fund Account therein to make payment of Principal Installments or
Redemption Price of or interest on the Bonds, the Trustee will withdraw from the Reserve
Account and pay into the appropriate account the amount of the deficiency.  

Transfers of Excess Amounts.  Any amounts in the Reserve Account in excess of the
Reserve Requirement (whether derived from interest or gain on investments or otherwise) will,
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on June 2 of each year prior to the transfer of all amounts from the Project Fund under the
Indenture, be transferred to the Project Fund, and thereafter, on June 2 of each year, to the Debt
Service Fund.

Use of Letter of Credit or Surety Bond. In lieu of making the Reserve Requirement
deposit required under the Indenture, or in replacement of moneys then on deposit in the Reserve
Account (which will be transferred by the Trustee to the City), the City may deliver to the Trustee
a “Reserve Account Surety” (defined in the Indenture as a letter of credit or surety bond issued
in an amount equal to all or part of the Reserve Requirement, and acceptable to the Insurer) in an
amount, together with moneys and Federal Securities then on deposit in the Reserve Account,
equal to the Reserve Requirement, all on the terms and conditions set forth in the Indenture.

If a drawing is made on the Reserve Account Surety, the City will make such payments
as may be required by the terms of the Reserve Account Surety so that the Reserve Account
Surety will be reinstated in the amount of such drawing within one year of the date of such
drawing.

Cash on deposit in the Reserve Account must be used (or Permitted Investments
purchased with such cash must be liquidated and the proceeds applied as required) prior to any
drawing on any Reserve Account Surety.  If and to the extent that more than one Reserve
Account Surety is deposited in the Reserve Account, drawings thereunder and repayments of
costs associated therewith will be made on a pro rata basis, calculated by reference to the
maximum amounts available thereunder.

See “MUNICIPAL BOND INSURANCE AND RESERVE SURETY.”

Rate Covenant

The City will make the following covenants in the Indenture with respect to Charges for
the Water System:

Sum Sufficient.  The City will fix, prescribe, revise and collect Charges during each
Fiscal Year which (together with transfers to the Revenue Fund from the Rate Stabilization
Account, and other funds accumulated from Gross Revenues and which are lawfully available
to the City for payment of any of the following amounts during such Fiscal Year) are at least
sufficient, after making allowances for contingencies and error in the estimates, to pay the
following amounts in the following order:

(a) all Maintenance and Operation Costs estimated by the City to become due and
payable in such Fiscal Year;

(b) the Debt Service on the Outstanding Bonds and Governmental Loans (if any)
becoming due and payable during such Fiscal Year, including the Redemption Price of
Term Bonds (if any) subject to Sinking Fund Installment redemption during such Fiscal
Year;

(c) all other payments required for compliance with the Indenture and the
instruments under which any Parity Bonds are issued; and

(d) all payments required to meet any other obligations of the City which are
charges, liens, encumbrances upon or payable from the Gross Revenues or the Net
Revenues.
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Coverage Test.  The City will fix, prescribe, revise and collect Charges during each
Fiscal Year that are sufficient to yield Net Revenues at least equal to 125% of the Debt Service
on the Outstanding Bonds and Governmental Loans (if any) becoming due and payable during
such Fiscal Year.

Parity Obligations

Parity Bonds.  Under the Indenture the City may, by Supplemental Indenture, issue or
incur other loans, advances or indebtedness payable from Net Revenues on a parity with the
Series A Bonds to provide financing for the Water System (and related operational expenses) in
such principal amount as may be determined by the City.  

The City may issue or incur any Parity Bonds subject to the conditions set forth in the
Indenture, which include (among others) the following:

Coverage Tests. The Net Revenues, calculated on sound accounting principles,
and excluding any balances in any fund (other than the Rate Stabilization Account) at the
beginning of the period of computation, as shown by the books of the City for the latest
Fiscal Year or any more recent 12-month period selected by the City ending not more
than 60 days prior to the adoption of the Supplemental Indenture under which such Parity
Bonds are issued, as shown by the books of the City, plus, at the option of the City, any
or all of the items described in subsections (i) and (ii) below, must at least equal 125% of
Maximum Annual Debt Service.

Maximum Annual Debt Service is calculated on all Bonds to be Outstanding
immediately subsequent to the issuance of such Parity Bonds.  

The items that may be added to such Net Revenues for the purpose of issuing or
incurring Parity Bonds are the following:

(i) Allowance for Additions or Improvements.  An allowance for Net Revenues
from any additions to or improvements or extensions of the Water System to be made
with the proceeds of such Parity Bonds, and also for Net Revenues from any such
additions, improvements or extensions which have been made from moneys from any
source but in any case which, during all or any part of such Fiscal Year or such 12-
month period, were not in service, all in an amount equal to 90% of the estimated
additional average annual Net Revenues to be derived from such additions, improvements
and extensions for the first 36-month period in which each addition, improvement or
extension is respectively to be in operation, all as shown in the written report of an
Independent Financial Advisor engaged by the City.

(ii) Allowance for Increases in Charges.  An allowance for earnings arising from
any increase in the Charges that has become effective prior to the incurring of such
additional indebtedness but which, during all or any part of such Fiscal Year or such 12-
month period, was not in effect, in an amount equal to the amount by which the Net
Revenues would have been increased if such increase in Charges had been in effect
during the whole of such Fiscal Year or such 12-month period, all as shown in the
written report of an Independent Financial Advisor engaged by the City.

Governmental Loans.  The City may borrow money from the State, the United States of
America or any federal agency (collectively, a Governmental Agency”) and incur Governmental
Loans to finance improvements to the Water System.  The Indenture defines “Governmental
Loan” as a loan made by a Governmental Agency to the City which is secured by a pledge of Net
Revenues and incurred by the City to finance improvements to the Water System.
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A Governmental Loan may be treated as a Parity Bond for purposes of the Indenture, so
long as the City complies with the conditions for issuing Parity Bonds contained in the Indenture
(other than the requirements regarding interest and principal payment dates and the requirement
that the Reserve Fund deposit be increased) before incurring the Governmental Loan.

The lender of any Governmental Loan will not be entitled to be paid from monies then on
hand in the Reserve Account if the Net Revenues are ever insufficient to make a timely payment
on the Governmental Loans.  

The City may not make a payment on a Governmental Loan (except as expressly
described in the next sentence) to the extent it would have the effect of causing the City to fail to
make a timely payment on the Bonds.  If the Net Revenues are ever insufficient to pay the full
amount of payments on the Bonds then Outstanding and such Governmental Loans, the City will
make payments on the Outstanding Bonds and such Governmental Loans on a pro rata basis.

No Senior Liens Permitted

The City will covenant in the Indenture that no additional bonds or other obligations will be
issued or incurred having any priority in payment of principal or interest out of the Net Revenues
over the Bonds.  Nothing in the Indenture prohibits or impairs the authority of the City to issue
bonds or other obligations secured by a lien on Net Revenues which is subordinate to the lien
established hereunder, upon such terms and in such principal amounts as the City may
determine.

Subordinate Obligations

Nothing in the Indenture prohibits or impairs the authority of the City to issue bonds or
other obligations secured by a lien on Net Revenues which is subordinate to the lien established
under the Indenture, upon such terms and in such principal amounts as the City may determine.

Eminent Domain Proceeds

The City will covenant in the Indenture that any Net Proceeds received as awards as a
result of the taking of all or any part of the Water System by the lawful exercise of eminent
domain, if and to the extent that such right can be exercised against such property of the City,
will either be used for the acquisition or construction of improvements and extensions of the
Water System, or will be deposited with the Trustee in the Redemption Account and will be used
to pay or redeem the Outstanding Bonds on a pro rata basis.

Casualty Insurance

Covenant to Maintain.  The City will covenant in the Indenture that it will at all times
maintain with responsible insurers all such insurance on the Water System as is customarily
maintained with respect to works and properties of like character against accident to, loss of or
damage to such works or properties.  

Any such insurance will be in the form of policies or contracts for insurance with
insurers of good standing and will be payable to the City, or may be in the form of self-insurance
by the City.

Insurance Proceeds.  If any useful part of the Water System is damaged or destroyed,
the City agrees to restore such part to use (to the extent that such repair or rebuilding is
determined by the City to be useful or of continuing value to the Water System).  The Net
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Proceeds of insurance against accident to or destruction of the physical Water System will be
used for repairing or rebuilding the damaged or destroyed portions of the Water System (to the
extent that such repair or rebuilding is determined by the City to be useful or of continuing value
to the Water System), and to the extent not so applied, will be applied to the redemption of the
Outstanding Bonds issued on a pro rata basis, and for such purpose will be paid into the
Redemption Account.
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MUNICIPAL BOND INSURANCE AND RESERVE SURETY

The following information has been furnished by MBIA Insurance Corporation ("MBIA" or
the “Insurer”) for use in this Official Statement.  No representation is made by the City or the
Financial Advisor as to the accuracy or completeness of this information, or the absence of
material adverse changes therein at any time subsequent to the date hereof.  Reference is
made to APPENDIX H for a specimen of the Insurer's municipal bond insurance policy and
reserve fund surety bond.

The MBIA Insurance Corporation Insurance Policy

MBIA's policy unconditionally and irrevocably guarantees the full and complete payment
required to be made by or on behalf of the Issuer to the Trustee or its successor of an amount
equal to (i) the principal of (either at the stated maturity or by an advancement of maturity
pursuant to a mandatory sinking fund payment) and interest on, the Series A Bonds as such
payments shall become due but shall not be so paid (except that in the event of any acceleration
of the due date of such principal by reason of mandatory or optional redemption or acceleration
resulting from default or otherwise, other than any advancement of maturity pursuant to a
mandatory sinking fund payment, the payments guaranteed by MBIA's policy shall be made in
such amounts and at such times as such payments of principal would have been due had there
not been any such acceleration); and (ii) the reimbursement of any such payment which is
subsequently recovered from any owner of the Series A Bonds pursuant to a final judgment by
a court of competent jurisdiction that such payment constitutes an avoidable preference to such
owner within the meaning of any applicable bankruptcy law (a "Preference").

MBIA's policy does not insure against loss of any prepayment premium which may at any
time be payable with respect to any Bonds.  MBIA's policy does not, under any circumstance,
insure against loss relating to:  (i) optional or mandatory redemptions (other than mandatory
sinking fund redemptions); (ii) any payments to be made on an accelerated basis; (iii) payments
of the purchase price of Bonds upon tender by an owner thereof; or (iv) any Preference relating
to (i) through (iii) above.  MBIA's policy also does not insure against nonpayment of principal of or
interest on the Series A Bonds resulting from the insolvency, negligence or any other act or
omission of the Trustee or any other paying agent for the Series A Bonds.

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in
writing by registered or certified mail, or upon receipt of written notice by registered or certified
mail, by MBIA from the Trustee or any owner of a Bond the payment of an insured amount for
which is then due, that such required payment has not been made, MBIA on the due date of such
payment or within one business day after receipt of notice of such nonpayment, whichever is
later, will make a deposit of funds, in an account with U.S. Bank Trust National Association, in
New York, New York, or its successor, sufficient for the payment of any such insured amounts
which are then due.  Upon presentment and surrender of such Bonds or presentment of such
other proof of ownership of the Series A Bonds, together with any appropriate instruments of
assignment to evidence the assignment of the insured amounts due on the Series A Bonds as
are paid by MBIA, and appropriate instruments to effect the appointment of MBIA as agent for
such owners of the Series A Bonds in any legal proceeding related to payment of insured
amounts on the Series A Bonds, such instruments being in a form satisfactory to U.S. Bank Trust
National Association, U.S. Bank Trust National Association shall disburse to such owners or the
Trustee payment of the insured amounts due on such Bonds, less any amount held by the
Trustee for the payment of such insured amounts and legally available therefor.
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MBIA

MBIA Insurance Corporation (“MBIA”) is the principal operating subsidiary of MBIA Inc., a
New York Stock Exchange listed company (the “Company”).  The Company is not obligated to
pay the debts of or claims against MBIA.  MBIA is domiciled in the State of New York and
licensed to do business in and subject to regulation under the laws of all 50 states, the District of
Columbia, the Commonwealth of Puerto Rico, the Commonwealth of the Northern Mariana Islands,
the Virgin Islands of the United States and the Territory of Guam.  MBIA has three branches, one
in the Republic of France, one in the Republic of Singapore and one in the Kingdom of Spain.
New York has laws prescribing minimum capital requirements, limiting classes and
concentrations of investments and requiring the approval of policy rates and forms.  State laws
also regulate the amount of both the aggregate and individual risks that may be insured, the
payment of dividends by MBIA, changes in control and transactions among affiliates.
Additionally, MBIA is required to maintain contingency reserves on its liabilities in certain amounts
and for certain periods of time.

MBIA does not accept any responsibility for the accuracy or completeness of this Official
Statement or any information or disclosure contained herein, or omitted herefrom, other than with
respect to the accuracy of the information regarding the policy and MBIA set forth under this
heading “MUNICIPAL BOND INSURANCE AND RESERVE SURETY.”  Additionally, MBIA makes no
representation regarding the Series A Bonds or the advisability of investing in the Series A
Bonds.

MBIA Information

The following documents filed by the Company with the Securities and Exchange
Commission (the “SEC”) are incorporated herein by reference:

(1) The Company’s Annual Report on Form 10-K for the year ended December 31,
2003; and

(2) The Company’s Quarterly Report on Form 10-Q for the quarter ended June 30,
2004.

Any documents filed by the Company pursuant to Sections 13(a), 13(c), 14 or 15(d) of
the Exchange Act of 1934, as amended, after the date of this Official Statement and prior to the
termination of the offering of the Series A Bonds offered hereby shall be deemed to be
incorporated by reference in this Official Statement and to be a part hereof.  Any statement
contained in a document incorporated or deemed to be incorporated by reference herein, or
contained in this Official Statement, shall be deemed to be modified or superseded for purposes
of this Official Statement to the extent that a statement contained herein or in any other
subsequently filed document which also is or is deemed to be incorporated by reference herein
modifies or supersedes such statement.  Any such statement so modified or superseded shall
not be deemed, except as so modified or superseded, to constitute a part of this Official
Statement.

The Company files annual, quarterly and special reports, information statements and
other information with the SEC under File No. 1-9583.  Copies of the SEC filings (including (1) the
Company’s Annual Report on Form 10-K for the year ended December 31, 2003, and (2) the
Company’s Quarterly Reports on Form 10-Q for the quarters ended March 31, 2004 and June 30,
2004) are available (i) over the Internet at the SEC’s web site at http://www.sec.gov; (ii) at the
SEC’s public reference room in Washington D.C.; (iii) over the Internet at the Company’s web site
at http://www.mbia.com; and  (iv) at no cost, upon request to MBIA Insurance Corporation, 113
King Street, Armonk, New York  10504.  The telephone number of MBIA is (914) 273-4545.
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As of December 31, 2003, MBIA had admitted assets of $9.9 billion (audited), total
liabilities of $6.2 billion (audited), and total capital and surplus of $3.7 billion (audited) determined
in accordance with statutory accounting practices prescribed or permitted by insurance
regulatory authorities.  As of June 30, 2004 MBIA had admitted assets of $10.5 billion
(unaudited), total liabilities of $6.7 billion (unaudited), and total capital and surplus of $3.8 billion
(unaudited) determined in accordance with statutory accounting practices prescribed or
permitted by insurance regulatory authorities.

Financial Strength Ratings of MBIA

Moody's Investors Service, Inc. rates the financial strength of MBIA “Aaa.”

Standard & Poor's, a division of The McGraw-Hill Companies, Inc. rates the financial
strength of MBIA “AAA.”

Fitch Ratings rates the financial strength of MBIA “AAA.”

Each rating of MBIA should be evaluated independently.  The ratings reflect the
respective rating agency's current assessment of the creditworthiness of MBIA and its ability to
pay claims on its policies of insurance.  Any further explanation as to the significance of the
above ratings may be obtained only from the applicable rating agency.

The above ratings are not recommendations to buy, sell or hold the Series A Bonds, and
such ratings may be subject to revision or withdrawal at any time by the rating agencies.  Any
downward revision or withdrawal of any of the above ratings may have an adverse effect on
the market price of the Series A Bonds.  MBIA does not guaranty the market price of the Series A
Bonds, nor does it guaranty that the ratings on the Series A Bonds will not be revised or
withdrawn.

In the event the Insurer were to become insolvent, any claims arising under a policy of
financial guaranty insurance are excluded from coverage by the California Insurance Guaranty
Association, established pursuant to Article 14.2 (commencing with Section 1063) of Chapter 1
of Part 2 of Division 1 of the California Insurance Code.

Debt Service Reserve Fund Surety Bond

Application has been made to the Insurer for a commitment to issue a surety bond (the
"Debt Service Reserve Fund Surety Bond").  The Debt Service Reserve Fund Surety Bond will
provide that upon notice from the Trustee to the Insurer to the effect that insufficient amounts are
on deposit in the Debt Service Fund to pay the principal of (at maturity or pursuant to mandatory
redemption requirements) and interest on the Series A Bonds, the Insurer will promptly deposit
with the Trustee an amount sufficient to pay the principal of and interest on the Series A Bonds
or the available amount of the Debt Service Reserve Fund Surety Bond, whichever is less.  Upon
the later of: (i) three (3) days after receipt by the Insurer of a Demand for Payment in the form
attached to the Debt Service Reserve Fund Surety Bond, duly executed by the Trustee; or (ii) the
payment date of the Series A Bonds as specified in the Demand for Payment presented by the
Trustee to the Insurer, the Insurer will make a deposit of funds in an account with U.S. Bank
Trust National Association, in New York, New York, or its successor, sufficient for the payment
to the Trustee, of amounts which are then due to the Trustee (as specified in the Demand for
Payment) subject to the Surety Bond Coverage.

The available amount of the Debt Service Reserve Fund Surety Bond is the initial face
amount of the Debt Service Reserve Fund Surety Bond less the amount of any previous deposits
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by the Insurer with the Trustee which have not been reimbursed by the City.  The City and the
Insurer have entered into a Financial Guaranty Agreement dated September 29, 2004 (the
"Agreement").  Pursuant to the Agreement, the City is required to reimburse the Insurer, within
one year of any deposit, the amount of such deposit made by the Insurer with the Trustee under
the Debt Service Reserve Fund Surety Bond.  Such reimbursement shall be made only after all
required payments of Maintenance and Operation Costs and deposits to the Debt Service Fund
have been made.

Under the terms of the Agreement, the Trustee is required to reimburse the Insurer, with
interest, until the face amount of the Debt Service Reserve Fund Surety Bond is reinstated.  No
optional redemption of Obligations may be made until the Insurer's Debt Service Reserve Fund
Surety Bond is reinstated.  The Debt Service Reserve Fund Surety Bond will be held by the
Trustee in the Reserve Account and is provided as an alternative to the City depositing funds
equal to the Reserve Requirement for outstanding Bonds.  The Debt Service Reserve Fund
Surety Bond will be issued in the face amount equal to the Reserve Requirement for the Series A
Bonds and the premium therefor will be fully paid by the City at the time of delivery of the Bonds.



21

THE WATER SYSTEM

Background

The Water System is owned by the City and operated as a separate City enterprise.  The
City’s current water supply consists primarily of purchased water from the Hetch Hetchy system
owned and operated by the San Francisco Public Utilities Commission’s water department (“San
Francisco Water”).  The City purchases additional water from the Santa Clara Valley Water
District (“Santa Clara Valley Water”), and pumps groundwater from six City-owned wells.  The
Water System delivers water to residential, commercial and industrial customers within the City.

Management

General.  The Water System is owned and operated by the City through its Public Works
department, which is under the direction of Cathy Lazarus, the Public Works Director.   

Water System Staff.

John Welbourn.  John Welbourn, Environmental Engineering Manager, is responsible for
operation of the city's water system in addition to other municipal operation and maintenance
functions.  Mr. Welbourn is a registered Civil Engineer in California and Arizona and holds
degrees in Civil Engineering and Business Administration. He has worked in municipal
government for over 32 years: 11 years as Deputy City Engineer for Flagstaff, Arizona, twelve
years as Assistant Public Works Director in Lompoc, California and nine years with the City of
Mountain View.

Dave Serge.  Day-to-day water system operations as well as the wastewater system
and street maintenance are the responsibility of Dave Serge, Utilities Services Manger.  Mr.
Serge has been in his current position for over five years.  Before coming to Mountain View, Mr.
Serge worked for the Buellton Community Services District for eight years as Utilities
Superintendent and for the City of Solvang for 11 years as Public Works Director.  Mr. Serge is
highly certificated by the State of California in water operations as a Water Treatment Operator
Grade III, Interim Water Distribution Operator Grade XV, Grade I Mechanical Technician and Grade
I Lab Technician.  Under Mr. Serge's leadership all of the City's water operators are certificated
by the State of California.

Alison Turner.  Alison Turner, Senior Civil Engineer, also supports Mr. Serge in day-to-
day operations.  Ms. Turner, a registered engineer, has worked for the City for 19 years with
over 14 years of water utility system experience.  She holds State of California certifications as
a Water Treatment Plant Operator Grade 2 and an Interim Grade 4 Water Distribution Operator.

Service Area

The City is the primary provider of water service within the corporate limits of the City.
The Water System’s service area encompasses approximately 12 square miles and currently
serves approximately 16,400 residential, industrial and commercial customers.  The City provides
water service to approximately 96% of the water customers in the City limits (with the remaining
customers (approximately 4%) served by the California Water Service Company, a private
company).

The Water System’s service area is substantially built out, with a relatively stable
customer base (see “– Customer Base” below), and no significant growth is currently
anticipated during the foreseeable future.
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For certain background and demographic information regarding the City, see “APPENDIX D
– GENERAL INFORMATION REGARDING THE CITY OF MOUNTAIN VIEW.”

Water Storage and Distribution System

The Water System’s storage and distribution system currently consists of two reservoirs,
and approximately 184 miles of distribution lines supplying water to three pressure zones.
Presently, the City does not mix the source waters in the pressure zones because San
Francisco Water and Santa Clara Valley Water use different disinfection methods.

Capacity and Customer Demand

The Water System’s average day demand is 12.3 million gallons and the maximum day
demand is 23 million gallons.  The Water System’s current storage of 6.7 million gallons is located
at the Whisman Reservoir and the Miramonte Reservoir.  Current storage at these two reservoirs
constitutes approximately 30% of maximum day demand or 50% of average day demand.
Currently, the maximum daily supply capacity is 30.8 million gallons.

The Graham Reservoir is designed to increase the City’s water storage capacity by 8
million gallons, and the planned expansion of the Miramonte Reservoir is designed to increase the
City’s water storage capacity by 2.3 million gallons, which would bring the City’s total storage
capacity to approximately 17 million gallons, or 74% of maximum day demand (or 138% of
average day demand) (based on current water demand).  (See “– Capital Improvement Program”
for a description of the Graham Reservoir and Miramonte Reservoir projects.)

See “APPENDIX G – Review of Capital Infrastructure” for a further discussion of present
and projected water demand.

Sources of Water Supply

The City’s current water supply comes from three sources: purchased water from the
Hetch Hetchy system (owned by San Francisco Water) and Santa Clara Valley Water, and from
groundwater wells.  During Fiscal Year 2003-04, these three sources were responsible for the
following shares of the Water System’s supply:

San Francisco Water 88.4%
Santa Clara Valley Water 9.6
Groundwater 2.0

These sources of supply are further described below.

Hetch Hetchy System.  

Background. San Francisco Water’s supply originates in the Hetch Hetchy reservoir and
surrounding watershed located in and around Yosemite National Park.  Water flows by gravity
across the California central valley, where it is blended with water from local reservoirs, and is
then pumped across the Hayward Fault and through the Irvington Tunnel, where  San Francisco
Water’s pipelines Number 3 and 4 carry water around and below the southern end of San
Francisco Bay and feed the City’s 6 connections to the San Francisco Water system.  The
resulting blend of water represents approximately 85% Hetch Hetchy water and 15% local
reservoir water.
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Water Supply Agreements.  The City has entered into two contractual arrangements with
San Francisco Water, both of which expire in June 2009: (i) a “Master Water Sales Contract,”
which the City co-signed in 1984 with 28 other suburban water purchasers, and (ii) an
“Individual Contract,” which went into effect in 1984.  The City plans to participate in the
renegotiation and extension of the Master Water Sales Contract, and to renegotiate or extend the
Individual Contract, prior to the expiration of each Contract in 2009.

Water Entitlement.  The Master Water Sales Contract guarantees a maximum supply of
184 million gallons per day collectively to all of the suburban purchasers.  Under the Individual
Contract, San Francisco Water is required to deliver, and the City is required to pay for, a
minimum of 9.4 million gallons per day (or  approximately 4,586,955 CCF1 per year).  The City’s
guaranteed water entitlement is 13.46 million gallons per day (or approximately 6,568,048 CCF
per year), and if additional water is available to the wholesale water purchasers within the 184
million gallon per day limit, the City’s average annual water usage may increase, but in any case
the City’s average annual usage may not exceed 24.0 million gallons per day (or approximately
11,711,230 CCF per year).  (This maximum usage amount for all suburban purchasers may be
increased if the 184 million gallon per day capacity of the San Francisco Water system is
increased.)  

In Fiscal Year 2003-04, San Francisco Water delivered an average of approximately
10.97 million gallons per day to the City (or approximately 14,671 CCF per day).

Permitted Reductions in Water Supply.  The Master Water Sales Contract provides that
the amount of water made available to the suburban purchasers is subject to reductions due to
water shortage, drought, earthquakes, other acts of God, or rehabilitation or malfunctioning of
San Francisco Water’s water delivery system.  In the event of shortages, water will be allocated
among the suburban purchasers either (i) in accordance with a water conservation plan
developed and approved by San Francisco Water and the suburban purchasers, or (ii) pro rata
among the suburban purchasers based on the amount of water delivered to each suburban
purchaser in the prior calendar year.

San Francisco Water Capital Improvement Plan and Long-Range Financial Plan. San
Francisco Water has adopted and begun to implement a long-range financial plan and capital
improvement plan to identify capital improvement needs and priorities for its water enterprise,
which are intended to replace old systems or upgrade systems to improve reliability and meet
future customer needs.  The capital improvement plan encompasses 77 water infrastructure
projects divided into two programs, the local water system projects (which are designed to
benefit the water system within the city of San Francisco) and the regional water system
projects (which are designed to benefit the larger infrastructure carrying water from Hetch
Hetchy to both San Francisco and the suburban purchasers, including the City).

The long-range financial plan recommends that capital improvement projects be funded
from the issuance of revenue bonds by San Francisco.  The total estimated cost of the regional
water system component of the San Francisco Water capital improvement plan is approximately
$2.38 billion (in 2003 dollars), all of which is currently anticipated to be paid with revenue bonds.
Under the Master Water Sales Contract, the costs of capital improvements to the regional water
system will be allocated to each suburban water purchaser based its annual proportional usage
of water.

Further information regarding the San Francisco Water capital improvement plan and long-
range financial plan, including periodic updates and status reports, is available at
www.sfwater.org.  

                                                
1  One CCF means one hundred cubic feet, or 748 gallons.
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San Francisco Water has not finalized its financing plans for these future projects, or the
time frame from issuing the voter-approved bonds.  Therefore, it is not possible to predict what
share of these infrastructure costs will be borne by the City and the 28 other suburban
purchasers.  However, the City anticipates that its cost of acquiring water from San Francisco
Water will increase in the future as San Francisco Water continues to implement its capital
improvement plan.  

Santa Clara Valley Water.  

Background.  Santa Clara Valley Water supplies the City with imported water from the
federal Central Valley Project (representing approximately 60% of its supply) and California’s
State Water Project (representing approximately 40% of its supply), which transport water from
the San Francisco Bay Delta through canals to users in the Central Valley and other areas,
including the City.  San Francisco Bay Delta water is blended with local reservoir water and
delivered and treated at the Rinconada Treatment Plant located in San Jose.  Under its water
supply contracts, Santa Clara Valley Water is entitled to approximately 100,000 acre-feet of
water per year from the State Water Project, and 152,500 acre-feet per year from the federal
Central Valley Project.  

Water Supply Agreement.  The City purchases water from Santa Clara Valley Water
through a water supply contract that expires in 2054 (or until the repayment of all loans and
bonds used to construct water treatment and distribution facilities for the Santa Clara Valley
Water system, if longer).  Under the water supply contract, every three years the City submits a
proposed three-year water delivery schedule to Santa Clara Valley Water.  The requested
amount for each year of the proposed water delivery schedule may not be less than 95% of the
maximum annual water deliveries under the prior water delivery schedule.  Santa Clara Valley
Water will review and approve the proposed water delivery schedule or make any reductions
that are consistent with Santa Clara Valley Water’s ability to deliver water to the City and to other
entities contracting for water deliveries with Santa Clara Valley Water.

Water Entitlement.  Under the Santa Clara Valley Water supply contract, the City is
entitled to the amount of water set forth on the delivery schedule agreed to by the City and Santa
Clara Valley Water each year.  During any month, Santa Clara Valley Water will delivery to the
City on demand at least 15% of the total amount of water the District previously agreed to deliver
to the City under the approved delivery schedule.

Under the current delivery schedule, the City’s Fiscal Year 2003-04 entitlement was
1,300 acre-feet (or 566,280 CCF).  In Fiscal Year 2003-04, Santa Clara Valley Water delivered
approximately  584,070 CCF to the City, the equivalent of 1.20 million gallons per day (or
approximately 1,600 CCF per day).  The City’s Fiscal Year 2004-05 entitlement is 1,310 acre-feet
(or 570,636 CCF).

Permitted Reductions in Water Supply.  The Santa Clara Valley Water supply contract
provides that the amount of water made available to the City and other water contractors may be
reduced in any year in which a water shortage occurs by reason of drought or other temporary
cause in the supply of water available for delivery to all users.  If such a reduction is necessary,
Santa Clara Valley Water will reduce deliveries of treated water to the City and the other Santa
Clara Valley Water contractors in an amount that bears the same proportion to the total amount of
such reduction that the amount included in such treated water user’s approved delivery
schedule (under the water supply contract) bears to the total of the amount included in the
approved delivery schedule of the City and all other Santa Clara Valley Water contractors for
that fiscal year, all as determined by Santa Clara Valley Water.  However, Santa Clara Valley
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Water may apportion water on some other basis if required to meet minimum demands for
domestic supply, fire protection, or sanitation during the year.

Groundwater. The Water System currently pumps groundwater from six operating
wells located within City limits.  In Fiscal Year 2003-04, the estimated actual combined water
production from the wells was 244,862 gallons per day (or approximately 327 CCF per day).
The maximum capacity of the wells is 6.7 million gallons per day.

Anticipated Future Water Sources.  The City is currently developing a plan with
neighboring communities to use recycled wastewater from a joint water treatment plant as a
potential source of non-potable water for landscape and irrigation uses.

Historical Water Production, Deliveries and Cost

Historical Water Production.  The table below sets forth a five-year history of water
production by source measured in CCF, which also represents deliveries to customers.

Table 1
WATER SUPPLY BY SOURCE AND DELIVERIES

(in CCF)

Source 1999-00 2000-01 2001-02 2002-03 2003-04
% Share
2003-04

San Francisco Water 4,973,180 5,496,540 5,351,367 5,203,808 5,354,953 88.4%
Santa Clara Valley Water 573,685 571,002 552,341 565,409  584,070 9.6
Ground Water   727,666   121,580    79,715    48,657   119,476    2.0

Total Deliveries 6,274,531 6,189,122 5,983,423 5,817,874 6,058,499 100.0%
                                    
Source: City of Mountain View.
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Historical Water Cost Increases.  The table below sets forth a history of wholesale
water cost increases under the San Francisco Water contract and the Santa Clara Valley Water
contract since Fiscal Year 1992-93.  See Table 7 below for a history of the City’s water rate
increases since Fiscal Year 1992-93.

Table 2
HISTORICAL WHOLESALE WATER COST INCREASES

Fiscal Year
San Francisco

Water
Santa Clara
Valley Water

1992-93 19.2% 0.0%
1993-94 (33.3) (6.6)
1994-95 19.0 0.0
1995-96 0.0 0.0
1996-97 0.0 0.0
1997-98 0.0 0.0
1998-99 (13.0) 6.5
1999-00 36.7 7.6
2000-01 4.9 7.0
2001-02 2.3 7.9
2002-03 0.0 2.4
2003-04 25.0 9.5
2004-05 2.7 7.6

                                                         
Source: City of Mountain View.

Anticipated Future Water Cost Increases.  The City anticipates that its cost of
acquiring water from San Francisco Water will increase in the future as San Francisco Water
continues to implement its capital improvement plan.  See “- Sources of Water Supply - Hetch
Hetchy System.”

Water Quality and Environmental Issues

The City is not aware of any environmental issues affecting the Water System or the
quality of its purchased water or groundwater under current regulatory rules.  The City annually
tests over 1,500 water samples to monitor water distributed to customers.  The City’s water
distribution system currently meets or exceeds all federal and state drinking water regulations.

San Francisco Water supplies water to the City from the Hetch Hetchy reservoir (which
does not require filtration under current regulatory standards) and from its storage reservoirs,
which require treatment with chloramine.  Santa Clara Valley Water also treats its water before
transmission to the City’s Water System.  The City does not treat its groundwater, which it pumps
from an aquifer lying approximately 1,500 feet below the ground, and which is unaffected by
surface contaminants.

Capital Improvement Program

Capital Improvement Program.  The City’s Capital Improvement Program consists of a
5-year plan that is updated annually.  The process begins in November/December each year,
when City departments are requested to review their capital improvement needs and submit their
requests to the Public Works Department by January.  The Public Works Department is
responsible for reviewing, evaluating and compiling the information.  The City Manager assesses
the capital projects, which are presented to the City Council at a study session in March.  The
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Proposed Capital Improvement Plan is adopted by City Council generally in May, with the funding
of the first year of capital improvement projects adopted with the annual fiscal year budget prior
to the beginning of the fiscal year (July 1).

Review of Capital Infrastructure.  At the request of the City, Infrastructure
Engineering Corporation of Oceanside, California, has prepared a study entitled “Review of
Capital Infrastructure” dated August 11, 2004, which describes, among other matters, the Water
System, existing sources of supply and current water demand, and the City’s Capital
Improvement Program and ongoing repair and replacement program.  A copy of this study is
attached as APPENDIX G to this Official Statement.

Current Capital Improvement Projects.  Two major capital improvement projects
commenced during the 2003-04 Fiscal Year include the following:

• The Graham Reservoir project, which is being partially financed with the
proceeds of the Series A Bonds (see “FINANCING PLAN – The Project”).

• A 2.3 million gallon expansion of the existing Miramonte Reservoir.   

See “APPENDIX G – Review of Capital Infrastructure.”

Projected Capital Improvement Expenditures.  Many improvements to the water
system are anticipated over the next few years, including installation of new wells and
reservoirs, as well as treatment, disinfection and fluoridation of source water.  The table below
projects the capital improvements that will be funded by the City over the next five years, based
on the City’s current capital improvement plan adopted in May 2004.  See “APPENDIX G – Review
of Capital Infrastructure.”

Table 3
CAPITAL IMPROVEMENT PROGRAM SUMMARY

2004-05 through 2008-09
($000s)

2004-05 2005-06 2006-07 2007-08 2008-09 Total

Annual Infrastructure Maintenance
Water System Improvements $284 $284 $284 $284 $284 $1,420
Developer Reimbursements [1] 26 26 26 26 26 130
Information Services Projects  38  87 100  100 100   425

Subtotal: 348 397 410 410 410 1,975
Capital Improvements

Misc. Water Main/Service Line Replacements 1,318 1,383 1,754 1,084 1,084 6,623
Well No. 23 Construction [2] 1,270 -0- -0- -0- -0- 1,270
Security Upgrades 125 -0- -0- -0- -0- 125
Whisman Reservoir Seismic Upgrades     -0-     -0-   300     -0-     -0-    300

Subtotal: 2,713 1,383 2,054 1,084 1,084   8,318

Total $3,061 $1,780 $2,464 $1,494 $1,494 $10,293

                                         
[1] Represents reimbursement to developers for publicly owned portions of water utility improvements in

construction projects.
[2] This well will be located on the site of the Graham Reservoir, and will be financed with available Water

System funds.  
Source: City of Mountain View.
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Repairs and Replacements.  The City carries out maintenance, repairs and upgrades
to the Water System according to five-year repair and replacement schedules that are
incorporated into the City’s Capital Improvement program.  See “APPENDIX G – Review of Capital
Infrastructure” for a further discussion of the City’s repair and replacement program.

Customer Base

Water Accounts.  The table below sets forth a five-year summary of the number of
water accounts for the Water System by customer type.  Over 85% of the City’s water accounts
represent residential customers.

Table 4
NUMBER OF WATER ACCOUNTS BY USER TYPE

Fiscal Years 1999-00 through 2003-04

User Type 1999-00 2000-01 2001-02 2002-03 2003-04
Single Family Residential 11,282 11,403 11,467 11,585 11,603
Multifamily Residential 2,321 2,314 2,363 2,354 2,355
Hotel, Motel, Mobile Home 33 34 36 36 36
Commercial 1,151 1,147 1,148 1,132 1,134
Industrial 418 424 422 413 415
Irrigation 792 813 768 805 799
Construction      78      64      56      32      40

Total 16,075 16,199 16,260 16,357 16,382
                            
Source: City of Mountain View.

The following table shows water revenue and consumption by type of customer for
active water accounts during Fiscal Year 2003-04.  Approximately 53% of the Water System’s
annual revenues are represented by residential customers.

Table 5
SUMMARY OF WATER ACCOUNTS BY USER TYPE

Fiscal Year 2003-04

User Type Revenue
Revenue

as % of Total
Consumption

(CCF)
Consumption
as % of Total

Single Family Residential $3,877,114 26.3% 1,497,935 26.0%
Multifamily Residential 4,144,506 28.1 1,579,518 27.4
Hotel, Motel, Mobile Home 393,145 2.7 139,446 2.4
Commercial 2,015,041 13.6 720,363 12.5
Industrial 794,731 5.4 258,432 4.5
Irrigation [1] 3,511,468 23.8 1,564,191 27.2
Buildings Under Construction       10,703    0.1       1,779    0.0

Total $14,746,708 100.0%  5,761,664  100.0%
                              
[1] Represents landscape and golf course irrigation.
Source: City of Mountain View.
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Largest Users.  The following table shows the top ten water users in the City based on
usage and charges during the prior Fiscal Year.  For Fiscal Year 2003-04, the top ten customers
accounted for $1,955,274 in revenues, or approximately 13.3% based on total revenues of
$14,746,708.

Table 6
TOP TEN CUSTOMERS BY

WATER VOLUME SOLD (CCF)
2003-04

Account Name Land Use

Total
Usage
(CCF)

% of
Total [1]

City of Mountain View Local Government/Municipality 446,027 7.7%
El Camino Hospital Hospital 96,635 1.7
Alza Corporation Commercial Complex 63,025 1.1
American Estates Apartment Complex (544 units) 53,837 0.9
Shoreline Amphitheatre Outdoor Amphitheatre 36,460 0.6
Mountain View-Whisman School Dist. Elementary Schools 25,402 0.4
Legacy Partners Commercial Commercial Complex 20,663 0.4
Grubb & Ellis/Microsoft Commercial Complex 20,634 0.4
Sun Microsystems Commercial Complex 19,835 0.4
Birch Creek Apartments Apartment Complex (184 units)   16,320  0.3

Subtotal Top Ten: 798,838 13.9%
                           
[1] Based on total usage of 5,761,664 CCF.
Source: City of Mountain View.

Water Rates and Charges

Water Revenue Components.  The City sets five categories of water charges: (a)
water rates determined by the amount of water consumed by the customer (which represents
the largest share of Water System revenues), (b) fixed monthly water meter charges, which are
determined by meter size, (c) fixed monthly charges for backflow prevention devices, which are
determined by size of the device, (d) fixed monthly charges for fireline standby service and
maintenance, and (e) fire service charges for water consumed during a fire.  Water charges are
structured based on incremental use to encourage conservation.

Water Rate Setting.  The major factors that inf luence rate setting for the Water Fund
are: (1) the cost of w holesale w ater; (2) w ater consumption level; (3) annual operating costs;
and (4) the level of capital improvements.  

The cost of w ater purchases from San Francisco Water and other w ater sources
(approximately 51% of ongoing expenditures) has been subject to major f luctuations over the
past 10 years and has caused the City's retail w ater rates to vary, as show n in Table 7 below .

Recent Water Rate Increases.  Effective July 1, 2004, an average rate increase of
5.0% w as implemented for Fiscal Year 2004-05.  This rate increase w as implemented primarily to
offset an increase in w holesale w ater costs of 2.7% from San Francisco Water.  Annual capital
projects of $2.2 million are included in the annual rate calculation for Fiscal Year 2004-05.
Although the 2.7% w holesale w ater cost increase from San Francisco Water w as low er than
anticipated due to a one-time arbitration settlement w ith the SFPUC, a 5.0% City w ater rate
increase w as recommended because revenues for the current f iscal year are planned to
provide funding for increased operating costs and for operating costs associated w ith the
Graham Reservoir.
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Projected Water Rate Increases.  San Francisco Water and Santa Clara Valley Water
have projected Fiscal Year 2005-06 increases of 12.4% and 8.0%, respectively, in their
w holesale w ater charges to their contractors.  The City currently anticipates that it will increase
water rates 6.0% in 2005-06 in response to increases in its water costs, but the actual
magnitude of the City’s future rate increases will depend on the actual increases in wholesale
water costs imposed by San Francisco Water and Santa Clara Valley Water.  See “WATER
SYSTEM FINANCIAL INFORMATION – Projected Debt Service Coverage.”  

History of Water Rate Increases.  The table below is a history of water rate increases
since Fiscal Year 1992-93.

Table 7
WATER RATE INCREASES

Fiscal Year
Water Rate

Increase
1992-93 5.0%
1993-94 (15.0)
1994-95 12.0
1995-96 3.0
1996-97 5.0
1997-98 2.0
1998-99 3.0
1999-00 14.0
2000-01 3.0
2001-02 3.0
2002-03 3.0
2003-04 6.0
2004-05 5.0

                                                         
Source: City of Mountain View.
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Current Water Rate Structure.  The following table sets forth the Water System rates
for the current Fiscal Year.

Table 8
WATER RATE STRUCTURE

2004-05

Meter
Size

Monthly Units
Consumed [1]

Price
Per
CCF

5/8"& 3/4" 0-3 $1.22
3-10 2.49
10-25 2.49
20+ 4.97

5/8" & 3/4" [2] 0-6 1.22
6-20 2.49
20-40 2.49
40+ 4.97

1" & 1-1/2" 0-3 2.49
3-20 2.49

20-200 2.69
200+ 4.97

2", 3" & 4" [3] 0-3 2.49
3-20 2.49

20-200 2.49
200-500 2.49
500-2000 2.69

2000+ 4.97
6", 8", 9" & 10" 0-3 2.49

3-20 2.49
20-200 2.49

200-4000 2.49
4000-10000 2.69

10000+ 4.97
Hydrant Meter Rate 6.51

                                                            
[1] One Unit equals 1 CCF, or 748 gallons.
[2] Represents apartment buildings with 2-4 dwellings on a single meter.
[3] Generally represents Industrial with higher water usage.
Source: City of Mountain View.



32

Comparative Water Charges.  The table below is a summary of water rate
comparisons between the City and surrounding communities for a typical single family dwelling,
based on rates as of June 30, 2002.

Table 9
COMPARATIVE WATER RATES FOR CONSUMPTION

(Monthly Charges)

City Water Provider
Service
Charge

Commodity
Charge [1] Total

Cupertino San Jose Water Co. $9.18 $25.61 $34.79
Los Altos Cal Water 8.72 24.29 33.01
Mountain View Mountain View 3.60 29.22 32.82
Palo Alto Palo Alto 5.00 40.45 45.45
Sunnyvale Sunnyvale 2.93 20.52 23.45
                                   
[1] Based on monthly usage of 15 CCF.
Source: City of Mountain View.

Connection Fees

The City charges connection fees for new residential, commercial, industrial and
agricultural construction and development.  Connection fees currently represent less than 1% of
annual revenues of the Water System.  Because the Water System’s service area is
substantially built out, the City does not anticipate that connection fees will be a significant
source of revenues in the future.
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WATER SYSTEM FINANCIAL INFORMATION

Budgetary Process

The budget process begins in November of each year, when all City departments begin
preparation of their budget proposals for the upcoming fiscal year.  Departments submit budget
requests to the Budget Review Team (consisting of the Assistant City Manager and the Finance
and Administrative Services Director) in late December.  The Budget Review Team reviews
these requests and submits recommendations to the City Manager.

The City Manager assesses the Budget Review Team's recommendations, meets with
department heads for further discussion and typically submits recommendations to the City
Council in the form of the Narrative Budget Report in May.  The City Council is then able to review
and discuss the recommendations and consider the budget prior to the presentation of the
Proposed Budget.

The Proposed Budget is presented to the City Council in early June and considered at
public bearings. The City's annual budget must be. adopted prior to the beginning of each fiscal
year (July 1).  

Billing and Collection Procedures

The City bills for water, sewer and garbage collection services provided to residential
and commercial customers throughout the City on a single statement.  The City is divided into
eight geographic residential customer cycle zones that are billed on a bimonthly basis.  An
additional cycle zone represents commercial customer accounts throughout the City that are
billed on a monthly basis.  

The City’s water meters are read on a bi-monthly schedule.  The meter readings are
transmitted to the Finance Department on a daily basis.  Approximately 1 week after receiving all
the meter readings for a particular billing cycle, utility bills are calculated, printed and mailed out
by the City’s Finance Department.  Approximately 20% of the City’s utility customers pay their bills
using an auto-debit program.  These utility payments are received 10 days after the original bill
date.  All bills are due and payable upon receipt but are not considered delinquent until 30 days
after billing.

If a customer’s account becomes delinquent the customer is given two late payment due
notices.  The first on the 30th day after the billing date and the second on the 45th day.  If a
payment has not been received within the given time frame a final 24-hour notice for payment is
generated.  If payment is still not received the customer’s water service is discontinued.  

The City’s annual write off percentage over the last 4 years averaged 0.22%.  The City
sends uncollected accounts to a collection agency.  Approximately 5% to 10% of these
accounts are recovered.

Financial Statements

Attached as APPENDIX B are the audited financial statements of the City, including
audited financial statements of the Water System (the “Financial Statements”) for Fiscal Year
2002-03, prepared by the City and audited by Maze & Associates, Walnut Creek, California (the
“Auditor”).
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The Financial Statements should be read in their entirety.  The City has not requested nor
did the City obtain permission from the Auditor to include the audited financial statements as an
appendix to this Official Statement.  Accordingly, the Auditor has not performed any post-audit
review of the financial condition or operations of the City or the Water System.  In addition, the
Auditor has not reviewed this Official Statement.

The City currently anticipates that its financial statements for the fiscal year ended June
30, 2004 will be available by December 31, 2004.  The City will file the Fiscal Year 2003-04
financial statements as part of its first annual report due on January 31, 2005, under the
Continuing Disclosure Certificate.  See " CONTINUING DISCLOSURE" and “APPENDIX C – FORM
OF CONTINUING DISCLOSURE CERTIFICATE."

Accounting Basis

The Financial Statements report “proprietary funds” (including the Water System funds)
using the economic resources measurement focus and the full accrual basis of accounting.
Revenues are recorded when earned and expenses are recorded at the time liabilities are
incurred, regardless of when the related cash flows take place.

See “APPENDIX B” for a more complete summary of the City’s accounting policies.

No Outstanding Water System Obligations

The City does not currently have any debt payable from Gross Revenues of the Water
System.

Historical Revenues and Expenses

A three-year summary of revenues and expenditures for the City's Water Utility Fund
(which accounts for the Water System) is presented in the table below, based on audited
financial results for Fiscal Years 2001-02 and 2002-03, and preliminary unaudited financial
results for Fiscal Year 2003-04, all prepared in accordance with generally accepted accounting
principles.  



35

Table 10
WATER FUND

SUMMARY OF REVENUES AND EXPENSES
($000’s)

Audited
2001-02

Audited
2002-03

Unaudited
2003-04

OPERATING REVENUES
Charges for sales and services $13,260 $13,286 $15,015
Other     419     421     411
Total operating revenues 13,679 13,707 15,426

OPERATING EXPENSES
Salaries and related expenses 3,202 3,104 3,089
Cost of sales and services 5,473 5,463 6,822
General and administrative 2,522 2,635 3,233
Depreciation     618     752     786
Total operating expenses 11,815 11,954 13,930

Operating income (loss) 1,864 1,753 1,496

NON-OPERATING REVENUE (EXPENSES)
Interest income 297 341 17
Net nonoperating revenues 297 341 17

Income (loss) before transfers 2,161 2,094 1,513

TRANSFERS
Contributions -0- 275 75
Transfers in

Interest 1,089 866 800
Other 773 435 434

Transfers (out)  (303) (658)  (161)
Net transfers 1,559 918 1,148

Change in net assets 3,720 3,012 2,661

Beginning net assets 44,827 48,547 51,559
Ending net assets $48,547 $51,559 $54,220

                                                     
Source: City of Mountain View.
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Projected Debt Service Coverage

Pro Forma Cash Flow.  The table below presents a summary of projected Water
System revenues expenditures and coverage ratios for the current fiscal year and the next two
fiscal years, together with a restatement of 2003-04 unaudited financial results in the same
format as the pro forma projections, all in conformance with the terms and definitions of the
Indenture.  The assumptions underlying these projections are described below.

Table 11
PRO FORMA CASH FLOW

Fiscal Year 2003-04 (Unaudited Actual)
Fiscal Year 2004-05 through 2006-07 (Projected)

($ 000’s)

2003-04 2004-05 2005-06 2006-07
Gross Revenues:

Charges for services $15,015 $14,918 $15,813 $16,287
Interest earnings 817 909 1,023 1,277
Other    920    523    487    489
Total operating revenues 16,752 16,350 17,323 18,053

Maintenance and Operations:
Operating expenses 6,483 6,813 7,238 7,482
Cost of Water  6,822  6,849  7,642  7,950
Total operating expenditures 13,305 13,662 14,880 15,432

Net Revenues Pledged $3,447 $2,688 $2,443 $2,621

Series A Bonds Debt Service N/A 627 629 627

Projected Debt Service Coverage Ratio N/A 428% 388% 418%

Revenues Available for Other Enterprise
Purposes $3,447 $2,061 $1,814 $1,994
                           
Source: City of Mountain View.

Assumptions.  In preparing the projections set forth above the City assumed annual
increases in water rates, wholesale water costs for purchasing water from San Francisco
Water and Santa Clara Valley Water, investment earnings, inflationary costs, and health benefit
costs.
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BOND OWNERS’ RISKS

The following describes certain special considerations and risk factors affecting the
payment of and security for the Series A Bonds. The following discussion is not meant to be an
exhaustive list of the risks associated with the purchase of any Series A Bonds and does not
necessarily reflect the relative importance of the various risks. Potential investors in the Series
A Bonds are advised to consider the following special factors along with all other information in
this Official Statement in evaluating the Series A Bonds. There can be no assurance that other
considerations will not materialize in the future.

Net Revenues; Rate Covenant

Net Revenues are dependent upon the demand for water sales, which can be affected
by population factors, more stringent drinking water regulations.  There can be no assurance
that water service demand will be consistent with the levels contemplated in this Official
Statement.  A decrease in the demand for water could require an increase in rates or charges in
order to comply with the rate covenant contained in the Indenture.  The City’s ability to meet its
rate covenant is dependent upon its capacity to increase rates without driving down demand to
a level insufficient to meet debt service on the Series A Bonds and any future Parity Bonds.

City Expenses

There can be no assurance that expenses of the City will be consistent with the levels
contemplated in this Official Statement.  Changes in technology, changes in quality standards,
increases in the cost of operation or other expenses could require substantial increases in rates
or charges in order to comply with the rate covenant in the Indenture.  Such rate increases could
drive down demand for water and related services or otherwise increase the possibility of
nonpayment of the Bonds.

Limitations on Remedies Available to Bond owners

The ability of the City to comply with its covenants under the Indenture and to generate
Net Revenues sufficient to pay principal of and interest on the Bonds may be adversely affected
by actions and events outside of the control of the City, and may be adversely affected by
actions taken (or not taken) by voters, property owners, taxpayers or payers of assessments,
fees and charges.  See “Proposition 218” below.  Furthermore, any remedies available to the
owners of the Bonds upon the occurrence of an event of default under the Indenture are in
many respects dependent upon judicial actions, which are often subject to discretion and delay
and could prove both expensive and time consuming to obtain.

In addition to the limitations on Bondholder remedies contained in the Indenture, the rights
and obligations under the Bonds and the Indenture may be subject to the following: the United
States Bankruptcy Code and applicable bankruptcy, insolvency, reorganization, moratorium, or
similar laws relating to or affecting the enforcement of creditors’ rights generally, now or
hereafter in effect; usual equity principles which may limit the specific enforcement under State
law of certain remedies; the exercise by the United States of America of the powers delegated
to it by the Federal Constitution; and the reasonable and necessary exercise, in certain
exceptional situations, of the police power inherent in the sovereignty of the State of California
and its governmental bodies in the interest of serving a significant and legitimate public purpose.
Bankruptcy proceedings, or the exercise of powers by the federal or state government, if
initiated, could subject the Owners of the Bonds to judicial discretion and interpretation of their
rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation or
modification of their rights.
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Seismic Considerations

The City is located in a seismically active area of California.  If there were to be an
occurrence of severe seismic activity in the area of the City, there could be an interruption in the
service provided by the Water System, resulting in a temporary reduction in the amount of Net
Revenues available to pay debt service when due on the Bonds.

Loss of Tax-Exemption

As discussed under the caption “TAX MATTERS,” interest on the Series A Bonds could
become includable in gross income for purposes of federal income taxation retroactive to the
date the Series A Bonds were issued, as a result of future acts or omissions of the City in
violation of its covenants in the Indenture.  Should such an event of taxability occur, the Series A
Bonds are not subject to special redemption and will remain Outstanding until maturity or until
redeemed under other provisions set forth in the Indenture.

Proposition 218

Restrictions on Property-Related Fees or Charges. On November 5, 1996, the
voters of the State approved Proposition 218, the so-called "Right to Vote on Taxes Act."
Proposition 218 adds Articles XIIIC and XIIID to the State Constitution, which affect the ability of
local governments to levy and collect both existing and future taxes, assessments, fees and
charges.  Proposition 218, which generally became effective on November 6, 1996, changed,
among other things, the procedure for the imposition of any new or increased "fee" or "charge,"
which is defined as "any levy other than an ad valorem tax, a special tax or an assessment,
imposed by a local government upon a parcel or upon a person as an incident of property
ownership, including user fees or charges for a property related service" (and referred to herein
as a “property-related fee or charge”).

Specifically, Article XIIID requires that, before any property-related fee or charge may be
imposed or increased, written notice must be given to the record owner of each parcel of land
affected by such fee or charge. The City must then hold a hearing upon the proposed imposition
or increase, and, if written protests against the proposal are presented by a majority of the
owners of the identified parcels, the City may not impose or increase the property-related fee or
charge.

Further, revenues derived from a property-related fee or charge may not exceed the
funds required to provide the "property-related service" and may not be used for any purpose
other than that for which the fee or charge was imposed.  Further, the amount of a property-
related fee or charge may not exceed the proportional cost of the service attributable to the
parcel and no property-related fee or charge may be imposed for a service unless that service is
actually used by, or is immediately available to, the owner of the property in question.

Water Service Charges are not Incidents of Property Ownership.  The City has
concluded that Proposition 218 does not apply to its existing system of water service charges
because the service charges are not imposed upon a parcel of land as an “incident of
ownership,” but instead are a commodity-based charge based upon the user's consumption of a
measurable commodity.  Accordingly, the City has not followed the procedures described in the
previous paragraphs when increasing its water rates and charges.  

The California Attorney General has similarly concluded that a water rate based upon the
level of consumption is not governed by Proposition 218 (see 97 Cal. Op. Atty. Gen. No. 302 (July
14, 1997)).
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Recent Court Decisions.  In January 2004, the California Court of Appeal, Fourth
Appellate District, considered whether a voter initiative can be used to reduce the rates and
charges fixed by a public water agency in a case captioned Bighorn-Desert View Water Agency
v. Beringson (114 Cal.App.4th 1213, (2004)).  The Court of Appeal concluded that Proposition
218 does not apply to the rates, fees, and charges fixed by Bighorn for water services because
Proposition 218 was intended to place limits only on property-related levies.  The Court noted that
Bighorn’s water rates and charges were usage-based and were not “an incident of property
ownership” or fees for “a property-related service,” as defined in Article XIIID.

However, the California Supreme Court subsequently rendered a decision in Richmond v.
Shasta Community Services District (32 Cal.4th 409 (2004)) that addressed the applicability of
the notice, hearing and protest provisions of Article XIIID to certain water service related
charges.  In this case, the Court indicated in dicta (that is, language not necessary for the
outcome of the case) that a fee for ongoing water service through an existing connection could,
under certain circumstances, constitute a “property-related fee and charge,” with the result that
a local government imposing such a fee and charge would be required to comply with the notice,
hearing and protest requirements of Article XIIID.  

In late April 2004 the Supreme Court vacated the decision of the Fourth Appellate District
in the Bighorn case and directed reconsideration in light of the Richmond case.  No assurance
can be given as to the outcome of the Bighorn case on reconsideration.

Future Interpretation of Proposition 218.  The provisions of Proposition 218 have
not been fully interpreted by the courts.  The City is unable to predict how Article XIIIC and Article
XIIID will be interpreted by the courts and what, if any, further implementing legislation will be
enacted, and there can be no assurance that Article XIIIC and Article XIIID will not be interpreted
to limit the ability of the City to impose, levy, charge and collect increased fees and charges for
the Water System in the future.  

Environmental Regulation

The kind and degree of water treatment is regulated, to a large extent, by the federal
government and the State of California.  Treatment standards set forth in federal and state law
control the operations of the Water System and  mandate its use of technology.  In the event that
the federal government, acting through the Environmental Protection Agency, or the State of
California, acting through the Department of Health Services, or additional federal or state
legislation, should impose stricter water quality standards upon the Water System (either on
purchased water or on groundwater), the City’s expenses could increase accordingly and rates
and charges would have to be increased to offset those expenses.  

It is not possible to predict the direction which federal or state regulation will take with
respect to drinking water quality standards, although it is likely that both will impose more
stringent standards with attendant higher costs.
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Secondary Market for Bonds

There can be no guarantee that there will be a secondary market for the Series A Bonds
or, if a secondary market exists, that any Series A Bonds can be sold for any particular price.
Occasionally, because of general market conditions or because of adverse history or economic
prospects connected with a particular issue, secondary marketing practices in connection with a
particular issue are suspended or terminated.  Additionally, prices of issues for which a market
is being made will depend upon then-prevailing circumstances.  Such prices could be
substantially different from the original purchase price.

Future Parity Obligations

As described in “SECURITY FOR THE SERIES A BONDS – Parity Obligations” above, the
Indenture permits the City to issue Parity Bonds, its obligations under which would be payable on
a parity with the payment of debt service of the Series A Bonds.  In the event of a decline in Net
Revenues available to pay debt service on the Series A Bonds, the existence of Parity Bonds
could adversely affect the City’s ability to pay debt service on the Series A Bonds.  

TAX MATTERS

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California,
Bond Counsel, subject, however to the qualifications set forth below, under existing law, the
interest on the Series A Bonds is excluded from gross income for federal income tax purposes
and such interest is not an item of tax preference for purposes of the federal alternative minimum
tax imposed on individuals and corporations, provided, however, that, for the purpose of
computing the alternative minimum tax imposed on corporations (as defined for federal income
tax purposes), such interest is taken into account in determining certain income and earnings.

The opinions set forth in the preceding paragraph are subject to the condition that the City
comply with all requirements of the Internal Revenue Code of 1986 (the "Code") that must be
satisfied subsequent to the issuance of the Series A Bonds in order that such interest be, or
continue to be, excluded from gross income for federal income tax purposes.  The City has
covenanted to comply with each such requirement.  Failure to comply with certain of such
requirements may cause the inclusion of such interest in gross income for federal income tax
purposes to be retroactive to the date of issuance of the Series A Bonds.

If the initial offering price to the public (excluding bond houses and brokers) at which a
Series A Bond is sold is less than the amount payable at maturity thereof, then such difference
constitutes "original issue discount" for purposes of federal income taxes and State of California
personal income taxes. If the initial offering price to the public (excluding bond houses and
brokers) at which each Series A Bond is sold is greater than the amount payable at maturity
thereof, then such difference constitutes "original issue premium" for purposes of federal income
taxes and State of California personal income taxes. Deminimis original issue discount is
disregarded.

Under the Code, original issue discount is treated as interest excluded from federal gross
income and exempt from State of California personal income taxes to the extent properly
allocable to each owner thereof subject to the limitations described in the first paragraph of this
section.  The original issue discount accrues over the term to maturity of the Series A Bond on
the basis of a constant interest rate compounded on each interest or principal payment date
(with straightline interpolations between compounding dates).  The amount of original issue
discount accruing during each period is added to the adjusted basis of such Series A Bonds to
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determine taxable gain upon disposition (including sale, redemption, or payment on maturity) of
such Series A Bond.  The Code contains certain provisions relating to the accrual of original
issue discount in the case of purchasers of the Series A Bonds who purchase the Series A
Bonds after the initial offering of a substantial amount of such maturity.  Owners of such Series
A Bonds should consult their own tax advisors with respect to the tax consequences of
ownership of Series A Bonds with original issue discount, including the treatment of purchasers
who do not purchase in the original offering, the allowance of a deduction for any loss on a sale
or other disposition, and the treatment of accrued original issue discount on such Series A
Bonds under federal individual and corporate alternative minimum taxes.

Under the Code, original issue premium is amortized on an annual basis over the term of
the Series A Bond (said term being the shorter of the Series A Bond's maturity date or its call
date).  The amount of original issue premium amortized each year reduces the adjusted basis of
the owner of the Series A Bond for purposes of determining taxable gain or loss upon
disposition.  The amount of original issue premium on a Series A Bond is amortized each year
over the term to maturity of the Series A Bond on the basis of a constant interest rate
compounded on each interest or principal payment date (with straightline interpolations between
compounding dates).  Amortized Series A Bond premium is not deductible for federal income tax
purposes.  Owners of Premium Series A Bonds, including purchasers who do not purchase in
the original offering, should consult their own tax advisors with respect to State of California
personal income tax and federal income tax consequences of owning such Series A Bonds.

In the further opinion of Bond Counsel, interest on the Series A Bonds is exempt from
California personal income taxes.

Owners of the Series A Bonds should also be aware that the ownership or disposition
of, or the accrual or receipt of interest on, the Series A Bonds may have federal or state tax
consequences other than as described above.  Bond Counsel expresses no opinion regarding
any federal or state tax consequences arising with respect to the Series A Bonds other than as
expressly described above.

CERTAIN LEGAL MATTERS

Jones Hall, A Professional Law Corporation, Bond Counsel, will render an opinion with
respect to the validity of the Series A Bonds, the form of which opinion is set forth in Appendix
E.  Certain legal matters will also be passed upon for the City by Jones Hall, as Disclosure
Counsel.  Certain legal matters will be passed upon for the  City by the City Attorney.  

LITIGATION

To the best knowledge of the City, there is no action, suit, proceeding or investigation at
law or in equity before or by any court or governmental agency or body pending or threatened
against the City to restrain or enjoin the authorization, execution or delivery of the Series A
Bonds, or the pledge of the Net Revenues or the collection of the payments to be made pursuant
to the Indenture, or in any way contesting or affecting validity of the Series A Bonds, the
Indenture or the agreement for the sale of the Series A Bonds, or in any way contesting or
affecting the transactions described in this Official Statement.
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RATINGS

It is anticipated that Standard & Poor's Rating Services (“S&P”) will assign its municipal
bond rating of “AAA” to the Series A Bonds, and that Moody's Investors Service (“Moody's”) will
assign its municipal bond rating of “Aaa” to the Series A Bonds, in each case with the
understanding that the Insurer will issue its municipal bond insurance policy with respect to the
Series A Bonds at closing.  In addition, S&P has assigned the Series A Bonds an underlying
municipal bond rating of “AA.”

These ratings reflect only the views of such rating agencies and any desired explanation
of the significance of such rating should be obtained from the respective rating agency.
Generally, a rating agency bases its rating on the information and materials furnished to it and on
investigations, studies and assumptions of its own.  There is no assurance that these ratings will
continue for any given period of time or that these ratings will not be revised downward or
withdrawn entirely by the respective rating agency, if in the judgment of such rating agency,
circumstances so warrant.  Any such downward revision or withdrawal of any rating obtained
may have an adverse effect on the market price of the Series A Bonds.  

The City has undertaken no responsibility either to bring to the attention of the owners of
the Series A Bonds any proposed change in or withdrawal of a rating or to oppose any such
proposed revision or withdrawal.  Any such downward change in or withdrawal of a rating
might have an adverse effect on the market price or marketability of the Series A Bonds.

CONTINUING DISCLOSURE

The City will covenant for the benefit of owners of the Series A Bonds to provide certain
financial information and operating data relating to the City and the Water System by not later
than seven months after the end of the City’s fiscal year (which is currently June 30),
commencing January 31, 2005 with the report for the 2003-04 fiscal year (the “Annual Report”)
and to provide notices of the occurrence of certain enumerated events, if material.  

The Annual Report will be filed by the City, as Dissemination Agent, with each Nationally
Recognized Municipal Securities Information Repository.  The notices of material events will be
filed by the City with the Municipal Securities Rulemaking Board.  

These covenants have been made in order to assist the Underwriters in complying with
Securities Exchange Commission Rule 15c2-12(b)(5) (the “Rule”).  The specific nature of the
information to be contained in the Annual Report or the notices of material events by the City is
set forth in “APPENDIX C — FORM OF CONTINUING DISCLOSURE CERTIFICATE.”  

The City has not previously defaulted on any obligation to provide an annual report in
accordance with the Rule with respect to any bond issue of the City.
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UNDERWRITING

Under the terms of a competitive bid held on September 14, 2004, Stone & Youngberg
LLC (the “Underwriter”) has agreed to purchase the Series A Bonds at a price of $9,625,832.39
(which is equal to the aggregate principal amount of the Series A Bonds, plus an original issue
premium of $7,751.80, less an Underwriter’s discount of $81,919.41).  The Underwriter will
purchase all of the Series A Bonds if any are purchased, the obligation to make such purchase
being subject to certain terms and conditions set forth in the Official Notice of Sale, including the
approval of certain legal matters by counsel and certain other conditions.

The Underwriter intends to offer the Series A Bonds to the public at the offering prices
set forth on the inside cover page of this Official Statement.  The Underwriter may offer and sell
to certain dealers and others at a price lower than the offering prices stated on the cover page
hereof.  The offering price may be changed from time to time by the Underwriter.

PROFESSIONAL SERVICES

In connection with the issuance of the Series A Bonds, fees payable to the following
professionals involved in the offering are contingent upon the issuance and delivery of the
Series A Bonds: Jones Hall, A Professional Law Corporation, as Bond Counsel and Disclosure
Counsel; Stone & Youngberg LLC, as financial advisor to the City; and U.S. Bank National
Association, as Trustee.

EXECUTION

The execution of this Official Statement and its delivery have been authorized by the City
Council of the City.

CITY OF MOUNTAIN VIEW

By :               /s/ Robert F. Locke                     
Robert F. Locke,

Finance and Administrative Services
Director



(THIS PAGE INTENTIONALLY LEFT BLANK)



A-1

APPENDIX A

SUMMARY OF THE INDENTURE

The following statements are brief summaries of certain provisions of the Indenture.
This summary does not purport to be complete, and reference is made to the Indenture for a full
and complete statement of such provisions.

Certain Definitions:

“Authorized Investments” means any securities in which the City may legally invest
funds subject to its control, pursuant to Article 1, commencing with Section 53600, of Chapter 4
of Part 1 of Division 2 of Title 5 of the Government Code of the State, as now or hereafter
amended.

“Average Annual Debt Service” means the total aggregate Debt Service for the entire
period during which the Bonds are Outstanding, divided by the number of Fiscal Years or
portions thereof during which the Bonds are Outstanding.

“Bond Law” means the bond issuance and sale procedures adopted pursuant to Section
1 of Resolution No. 16914, as in effect on the Closing Date, or as amended from time to time.

“Bond Registration Books” means the books maintained by the Trustee pursuant to the
Indenture for the registration and transfer of ownership of the Bonds.

“Bonds” means, collectively, the Series A Bonds and any Parity Bonds issued and at
any time Outstanding hereunder and under a Supplemental Indenture.

“Bond Year” means the twelve-month period beginning on the anniversary of the Closing
Date in each year and ending on the day prior to the anniversary date of the Closing Date in the
following year except that (i) the first Bond Year shall begin on the Closing Date, and (ii) the
last Bond Year may end on a prior redemption date.

“Business Day” means any day other than a Saturday, Sunday or a day on which the
Trustee is authorized by law to remain closed.

“Certificate of the City” means a certificate in writing signed by the City Manager or
Finance and Administrative Services Director of the City, or by any other officer of the City
duly authorized by the Council for that purpose.

“Charges” means fees, tolls, rates and rentals prescribed by the Council for the services
and facilities of the Enterprise furnished by the City, and includes water service charges,
connection fees and any other capacity, demand or facility fees and charges.

 “City Representative” means the Mayor, City Manager or Finance and Administrative
Services Director of the City, or any other officer of the City duly authorized by the Council to
be a City Representative.

“Closing Date” means the date upon which there is an exchange of any Series of Bonds
for the proceeds representing the purchase of such Series by the Original Purchaser thereof.
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“Continuing Disclosure Certificate” means that certain Continuing Disclosure Certificate
executed by the City and dated the date of original execution and delivery of the Series A
Bonds, as originally executed and as it may be amended from time to time in accordance with
the terms thereof.

“Costs of Issuance” means all expenses incurred in connection with the authorization,
issuance, sale and delivery of the Bonds, including but not limited to compensation, fees and
expenses of the City and the Trustee and their respective counsel, compensation to any
financial consultants and underwriters, legal fees and expenses, municipal bond insurance
premiums, filing and recording costs, rating agency fees, costs of preparation and reproduction
of documents and costs of printing.

“Costs of Issuance Fund” means the fund of that name created and held by the Trustee
pursuant to the Indenture.

“Credit Facility” means a line of credit, insurance policy, guarantee, or other financial
instrument or agreement which provides credit and/or liquidity support for any Series of
Bonds.

“Credit Provider” means the bank, insurance company or other financial institution
issuing or providing a Credit Facility.

“Credit Facility Supported Bonds” means Bonds, the principal of and interest on which
are supported or secured by a Credit Facility.

“Debt Service” means, during any period of computation, the amount obtained
for such period by totaling the following amounts:

(a) The principal amount of all Outstanding Serial Bonds payable by their
terms in such period;

(b) The principal amount of all Outstanding Term Bonds scheduled to be
paid or redeemed by operation of mandatory Sinking Fund Installments in such
period;

(c)  The interest which would be due during such period on the aggregate
principal amount of Bonds which would be Outstanding in such period if the
Bonds are paid or redeemed as scheduled; and

(d)  Loan payments to be made to a Governmental Agency under a
Governmental Loan.

For purposes of this definition, it shall be assumed that any Parity Bonds which
bear a Variable Rate bear interest at a fixed rate, calculated as follows:

(i)  If the Parity Bonds are issued on a tax-exempt basis, the interest rate
on such Parity Bonds shall be deemed to be equal to the greater of:  (A) the most
recently published Bond Buyer 25 Bond Revenue Index (or comparable index if
no longer published); or (B) the average variable rate of interest borne by such
Parity Bonds during the preceding 36 months;

(ii)  If the Parity Bonds are issued on a taxable basis, the interest rate on
such Parity Bonds shall be deemed to be the greater of:  (A) the rate of interest
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borne by U.S Treasury Bonds of a 30-year maturity, as published in a financial
publication or electronically disseminated as of the date of calculation, plus 75
basis points; or (B) the average of the actual interest rate borne by such Parity
Bonds over a 36-month period occurring immediately prior to the date of
calculation;

(iii)  If an interest rate “cap” (or similar instrument) has been purchased
for such Parity Bonds, neither of the formulas set in (i) or (ii) above shall produce
an interest rate in excess of said cap for the period that such interest rate cap is
in effect; and

(iv)  If the City has entered into a “Swap” agreement meeting the
requirements of the Indenture (a “Swap Agreement”), the interest rate borne by
the Bonds during the term of such Swap Agreement shall be considered to be the
interest rate payable by the City under such Swap Agreement (as to those Parity
Bonds equal in principal amount to the notional amount of such Swap
Agreement).

“Debt Service Fund” means the fund by that name established and held by the Trustee
pursuant to the Indenture.

“Enterprise” means the existing water system of the City, comprising all facilities for
obtaining, conserving, treating, distributing, storing and supplying water for domestic use,
irrigation, sanitation, industrial use, fire protection, recreation, or any other public or private
uses.

“Event of Default” means any of the events described in Section 8.01 of the Indenture.

“Federal Securities” means any of the following which at the time of investment are legal
investments under the laws of the State for the moneys proposed to be invested therein:

(a) direct general obligations of the United States of America (including obligations
issued or held in book entry form on the books of the Department of the Treasury of the United
States of America); and

(b) obligations of any department, agency or instrumentality of the United States of
America the timely payment of principal of and interest on which are unconditionally and fully
guaranteed by the United States of America.

“Fiscal Year” means the period commencing on July 1 of each year and terminating on
the next succeeding June 30.

“Fixed Interest Rate” means an interest rate or rates borne by any Series of Bonds, which
fixed rates are known at the time of closing of such Series of Bonds.

“Governmental Agency“ means the State, and the United States of America, acting
through any of its agencies, to the extent that the State or such agency has loaned money to the
City for the Enterprise.

“Governmental Loan” means a loan made by a Governmental Agency to the City which
is secured by a pledge of Net Revenues and incurred by the City to finance improvements to the
Enterprise pursuant to Section 3.07 of the Indenture.
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“Governmental Loan Payment” means payments due from the City to a Governmental
Agency to repay a Governmental Loan.

“Governmental Loan Payment Date” means the date on which any Governmental Loan
Payment is due to a Governmental Agency to repay a Governmental Loan.

“Gross Revenues” means, for any period of computation, all gross charges received for,
and all other gross income and revenues derived by the City from, the ownership or operation of
the Enterprise or otherwise arising from the Enterprise during such period, including but not
limited to (a) all Charges received by the City, (b) all receipts, income or realized gain derived
from the investment of funds held by the City or the Trustee under the Indenture, and receipts
from the Rate Stabilization Account (c) all moneys received by the City from other public
entities whose inhabitants are served pursuant to contracts with the City and (d) moneys
deposited in the Debt Service Fund or other fund to secure the Bonds or to provide for the
payment of the principal of or interest on the Bonds.

“Indenture” means the Indenture of Trust, as originally executed or as it may from time
to time be supplemented, modified or amended by any Supplemental Indenture pursuant to the
provisions hereof.

“Independent Certified Public Accountant” means any certified public accountant or
firm of such accountants appointed and paid by the City, and who, or each of whom --

(a) is in fact independent and not under domination of the City;

(b) does not have any substantial identity of interest, direct or indirect, with the City;
and

(c) is not and no member of which is connected with the City as an officer or employee
of the City, but who may be regularly retained to make annual or other audits of the books of or
reports to the City.

“Independent Financial Advisor” means any consultant with an established reputation
in the field of municipal finance or firm of such consultants appointed and paid by the City,
and who, or each of whom --

(a) is in fact independent and not under domination of the City;

(b) does not have any substantial identity of interest, direct or indirect, with the City;
and

(c) is not and no member of which is connected with the City as an officer or employee
of the City, but who may be regularly retained to make annual or other audits of the books of or
reports to the City.

“Information Services” means in accordance with then current guidelines of the Securities
and Exchange Commission, such services providing information with respect to called bonds.

“Insurer” means MBIA Insurance Company, the insurer of the Series A Bonds, and its
successors.

“Interest Payment Date” means, with respect to the Series A Bonds, December 1 and
June 1 in each year, beginning June 1, 2005, and with respect to any Parity Bonds, any date on
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which interest is due and payable thereon, and continuing so long as any Bonds or Parity Bonds
remain Outstanding.

“Interest Requirement” means, as of any particular date of calculation, the amount equal
to any unpaid interest then due and payable, plus an amount which will on the next succeeding
Interest Payment Date be equal to the interest to become due and payable on the Bonds on such
next succeeding Interest Payment Date.

“Maintenance and Operation Costs” means the reasonable and necessary costs of
maintaining and operating the Enterprise, calculated on sound accounting principles, including
(among other things) the cost of purchased water, the reasonable expenses of management,
personnel, services, equipment, repair and other expenses necessary to maintain and preserve
the Enterprise in good repair and working order, and reasonable amounts for administration,
overhead, insurance, taxes (if any) and other similar costs, but excluding in all cases
depreciation and obsolescence charges or reserves therefor and amortization of intangibles or
other bookkeeping entries of a similar nature.

“Maximum Annual Debt Service” means, as of the date of calculation, the maximum
amount of Debt Service for the current or any future Fiscal Year.

“Municipal Bond Insurance Policy” means the municipal bond insurance policy issued
by the Insurer simultaneously with the delivery of the Series A Bonds, insuring the payment of
the principal of and interest on the Series A Bonds in accordance with the terms thereof.

“Net Revenues” means, for any period of computation, the amount of the Gross
Revenues received during such period, less the amount of Maintenance and Operation Costs
becoming payable during such period.

“Original Purchaser” means the first purchaser of any Series of Bonds from the City.

“Outstanding”, when used as of any particular time with reference to Bonds, means
(subject to the provisions of Section 7.03 of the Indenture) all Bonds therefore executed, issued
and delivered by the City under the Indenture except  --

(a) Bonds therefore cancelled by the Trustee or surrendered to the Trustee for
cancellation;

(b) Bonds paid or deemed to have been paid within the meaning of Section 9.03 of the
Indenture; and

(c) Bonds in lieu of or in substitution for which other Bonds shall have been executed,
issued and delivered by the City pursuant to the Indenture or any Supplemental Indenture.

“Owner” or “Bond Owner” or “Bondowner”, when used with respect to any Bond,
means the person in whose name the ownership of such Bond shall be registered on the Bond
Registration Books.

“Parity Bonds” means all bonds, notes or other obligations of the City payable from and
secured by a pledge of and lien upon any of the Net Revenues issued or incurred on a parity
with the Series A Bonds pursuant to Section 3.06 or 3.07 of the Indenture.

“Participating Underwriter” has the meaning ascribed thereto in the Continuing
Disclosure Certificate.
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“Permitted Investments” means:

(a) Federal Securities;

(b) obligations of any of the following federal agencies which obligations
represent full faith and credit of the United States of America, including: (i) Export-
Import Bank; (ii) Farm Credit System Financial Assistance Corporation, (iii) Farmers
Home Administration; (iv) General Services Administration; (v) U.S. Maritime
Administration; (vi) Small Business Administration; (vii) Government National
Mortgage Association (GNMA); (viii) U.S. Department of Housing & Urban
Development (PHA’s); (ix) Federal Housing Administration and (x) Federal Financing
Bank;

(c) senior debt obligations rated “Aaa” by Moody’s and “AAA” by S&P issued
by the Federal National Mortgage Association or the Federal Home Loan Mortgage
Corporation, senior debt obligations of other government-sponsored agencies approved
by the Insurer, obligations of the Resolution Funding Corporation (RFFCORP) and senior
debt obligations of other government sponsored agencies;

(d) U.S. dollar denominated deposit accounts, federal funds and banker’s
acceptances with domestic commercial banks (including the Trustee and its affiliates)
which have a rating on their short term certificates of deposit on the date of purchase of
“P-1” by Moody’s and “A-1” or “A-1+” by S&P and maturing no more than 360 days
after the date of purchase, provided that ratings on holding companies are not
considered as the rating of the bank;

(e) commercial paper which is rated at the time of purchase in the single highest
classification, “P-1” by Moody’s and “A-1+” by S&P, and which matures not more than
270 days after the date of purchase;

(f) investments in a money market fund rated “AAAm” or “AAAm-G” or better
by S&P, including any such money market fund from which the Trustee or its affiliates
receive fees for services to such fund;

(g) pre-refunded municipal obligations defined as follows: Any bonds or
other obligations of any state of the United States of America or of any agency,
instrumentality or local governmental unit of any such state which are not
callable at the option of the obligor prior to maturity or as to which irrevocable
instructions have been given by the obligor to call on the date specified in the
notice; and (i) which are rated, based upon an irrevocable escrow account or
fund (the “escrow”), in the highest rating category of Moody’s and S&P or any
successors thereto; or (ii)(A) which are fully secured as to principal and interest
and redemption premium, if any, by an escrow consisting only of cash or
obligations described in paragraph (a) above, which escrow may be applied only
to the payment of such principal of and interest and redemption premium, if
any, on such bonds or other obligations on the maturity date or dates thereof or
the specified redemption date or dates pursuant to such irrevocable instructions,
as appropriate, and (B) which escrow is sufficient, as verified by a nationally
recognized independent certified public accountant, to pay principal of and
interest and redemption premium, if any, on the bonds or other obligations
described in this paragraph on the maturity date or dates thereof or on the
redemption date or dates specified in the irrevocable instructions referred to
above, as appropriate;
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(h)  general obligations of States with a rating of at least "A2/A" or higher
by both Moody’s and S&P;

(i) investment agreements approved by the Insurer;

(j) other forms of investments (including repurchase agreements) approved in
writing by the Insurer; and

(k)  the Local Agency Investment Fund maintained by the State.

“Principal Installment” means with respect to any particular Principal Installment Date,
an amount equal to the sum of (i) the aggregate principal amount of Outstanding Serial Bonds
payable on such Principal Installment Date as determined by the applicable Supplemental
Indenture (but not including Sinking Fund Installments) and (ii) the aggregate of Sinking Fund
Installments with respect to all Outstanding Term Bonds payable on such Principal Installment
Date as determined by the applicable Supplemental Indenture.

 “Project” means, the Graham Reservoir, which is designed as an 8 million gallon
reservoir to be located under a newly reconstructed Graham Middle School playfield under a
lease and related agreements with the Mountain View-Whisman School District.  The reservoir
and related improvements (such as a pump station, off-site piping, yard piping and
appurtenances, sports fields and landscaping, and restroom and storage improvements) are
anticipated to be funded through a combination of the proceeds of the Bonds deposited in the
Project Fund, a contribution from the Mountain View-Whisman School District, and a
contribution from the Shoreline Regional Park Community Fund (because the Graham Reservoir
is anticipated to serve the future water needs of the North Bayshore Area of the Mountain View
Shoreline Regional Park Community), or any other capital project integral to the Enterprise.

“Project Costs” means all costs of payment of, or reimbursement for, acquisition,
construction, installation and equipping of the Project, including but not limited to, architect
and engineering fees, appraisal costs, inspection costs, performance bond premiums, permit
fees.

“Project Fund” means the fund by that name established and held by the Trustee
pursuant to Section 3.05 of the Indenture.

“Rate Stabilization Account” means the Fund by that name established and held by the
City pursuant to Section 4.09 of the Indenture.

“Rating Agency” means, as of any date, each of the following rating agencies which then
maintains a rating on any of the Bonds: (a) Moody's Investors Service, Inc., its successors and
assigns; and (b) Standard & Poor's Corporation, its successors and assigns.

“Record Date” means, with respect to the Series A Bonds, the fifteenth (15th) calendar
day of the month immediately preceding an Interest Payment Date or, with respect to any
Parity Bonds, any other date established in the applicable Supplemental Indenture.

“Redemption Price” means, with respect to any Bond, the principal amount thereof,
plus the applicable premium, if any, payable upon redemption thereof pursuant to the
Indenture and the Supplemental Indenture pursuant to which the same was issued.

“Request of the City” means a request in writing signed by the City Manager or Finance
Director of the City, or by any other officer of the City duly authorized by the Council for that
purpose.
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“Reserve Account” means the Account by that name established and held by the Trustee
pursuant to Section 4.03 of the Indenture.

“Reserve Account Surety“ means, for the Series A Bonds, the Series A Bonds Reserve
Account Surety, and for any other Series, a letter of credit or surety bond issued in an amount
equal to all or part of the Reserve Requirement for such Series, and acceptable to the financial
institution insuring such Series.

“Reserve Requirement” means an amount equal to Maximum Annual Debt Service, or
such lower amount as may be required by the Tax Code.

“Revenue Fund” means the Water Fund heretofore established and held by the City.

“Serial Bonds” means all Bonds other than Term Bonds.

“Series” when used with respect to less than all of the Bonds, means and refers to all of
the Bonds delivered on original issuance in a simultaneous transaction, regardless of variations
in maturity, interest rate or other provisions, and any Bond thereafter delivered in lieu of or
substitution for any of such Bonds pursuant to the Indenture.

“Series A Bonds” means the City of Mountain View Water Revenue Bonds (Graham
Reservoir Project) 2004 Series A, issued and at any time Outstanding hereunder.

“Series A Bonds Reserve Account Surety” means the reserve account surety bond issued
by the Insurer in an amount equal to the Reserve Requirement for the Series A Bonds.

“Sinking Fund Installment” means, with respect to any particular date, the amount of
money required by or pursuant to the Indenture or a Supplemental Indenture to be paid by the
City on such date toward the retirement of any particular Term Bonds prior to their respective
stated maturities.

“Supplemental Indenture” means any indenture, agreement, resolution or other
instrument hereafter duly adopted or executed by the City in accordance with the provisions of
the Indenture.

“Tax Code” means the Internal Revenue Code of 1986, as amended.  Any reference to a
provision of the Tax Code shall include the applicable Tax Regulations with respect to such
provision.

“Tax Regulations” means temporary and permanent regulations promulgated under the
Tax Code.

 “Trust Office” means the principal corporate trust office of the Trustee in St. Paul,
Minnesota, or at such other or additional offices as may be specified to the City by the Trustee
in writing.

“Trustee” means U.S. Bank National Association, appointed by the City to act as
trustee hereunder pursuant to the Indenture, and its assigns or any other corporation or
association which may at any time be substituted in its place, as provided in the Indenture.

“Variable Rate” means a rate of interest to be borne by a Series of Bonds where the
interest rate or rates for the full term of such Series of Bonds is or are not known at the closing
of such Series of Bonds.
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“Variable Rate Bonds” means any Series of Bonds that bear interest at a Variable Rate
in accordance with the terms of the applicable Supplemental Indenture.

Funds and Accounts

The Indenture establishes the following funds and accounts:

1. The Reserve Account (within the Debt Service Fund). The Series A Bonds Reserve
Account Surety will be deposited into the Reserve Account on the Closing Date.  The Series A
Bonds Reserve Account Surety cannot be cancelled by the Insurer for any reason so long as any
Bonds are Outstanding. Any draw on the Series A Bonds Reserve Account Surety shall be
repaid from the first available Net Revenues.

2. The Revenue Fund. All Gross Revenues are deposited into the Revenue Fund. The
moneys in the Revenue Fund shall be used to pay the Maintenance and Operation Costs, to
make transfers to the Debt Service Fund and the Rate Stabilization Account; and thereafter to
serve any lawful purpose of the Enterprise.

3. Debt Service Fund. Moneys deposited in the Debt Service Fund shall be used to
make, when due, the payments of the principal of and interest on the Bonds and the State
Loans, including sinking fund payments on term Bonds to be deposited in the Sinking Fund
Account created within the Debt Service Fund.

4. Redemption Account (within the Debt Service Fund). Moneys in the Redemption
Account shall be used to redeem any outstanding Bonds called for redemption subject to the
term and conditions of the Indenture.

Reserve Account

In lieu of making the Reserve Requirement deposit or in replacement of moneys then on
deposit in the Reserve Account, the City will deliver to the Trustee on the Closing Date the
Series A Bonds Reserve Account Surety, in an amount equal to the Reserve Requirement.

All amounts in the Reserve Account resulting from a draw on the Series A Bonds Reserve
Account Surety shall be used and withdrawn by the Trustee solely for the purpose of making up
any deficiency in the Debt Service Fund or the Sinking Fund Account.

Rate Stabilization Account

The City shall maintain and hold a separate fund to be known as the "Rate Stabilization
Account." From time to time the City may deposit in the Rate Stabilization Account from Gross
Revenues remaining, after making the allocation provided in the section entitled "Security for the
Bonds" under the caption "Application of Revenues," such amounts as the City shall determine,
provided that deposits with respect to any Fiscal Year may be made at any time during such
Fiscal Year and until (but not after) the end of the following Fiscal Year.  The City may
withdraw amounts from the Rate Stabilization Account (i) for inclusion in Gross Revenues for
any Fiscal Year, such withdrawals to be made at any time during such Fiscal Year and until (but
not after) the end of the following Fiscal Year, or (ii) for any of the other purposes set forth in
the Indenture, at any time.  All  interest or other earnings upon deposits in the Rate Stabilization
Account may be withdrawn  therefrom and  accounted for as Gross Revenues.
Notwithstanding the foregoing, no deposit of Gross Revenues to the Rate Stabilization Account
may be made to the extent such Gross Revenues  were included in an independent financial
advisor's report submitted in accordance with the Indenture and withdrawal of the Gross
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Revenues to be deposited in the Rate Stabilization Account from the Gross Revenues employed
in rendering said independent financial   advisor's report  would  cause  noncompliance with
provisions of the Indenture.

Transfer and Exchange of Bonds

Any Bond may, in accordance with its terms, be transferred upon the Bond Registration
Books, by the person in whose name it is registered, in person or by his duly authorized
attorney, upon surrender of such Bond for cancellation, accompanied by delivery of a written
instrument of transfer in a form approved by the Trustee, duly executed. Whenever any Bond
shall be surrendered for transfer, the City shall execute and the Trustee shall thereupon
authenticate and deliver to the transferee a new Bond or Bonds of like tenor, maturity and
aggregate principal amount.

Bonds may be exchanged at the corporate trust office of the Trustee for Bonds of the
same tenor and maturity and of other authorized denominations.  No Bonds the notice of
redemption of which has been mailed shall be subject to such exchange.

Lost and Mutilated Bonds

If any Bond shall become mutilated, the City, at the expense of the Owner of said Bond,
shall execute, and the Trustee shall thereupon authenticate and deliver, a new Bond of like
maturity and principal amount in exchange and substitution for the Bond so mutilated, but only
upon surrender to the Trustee of the Bond so mutilated. Every mutilated Bond so surrendered
to the Trustee shall be cancelled by it and delivered to, or upon the order of, the City. If any
Bond issued hereunder shall be lost, destroyed or stolen, evidence of such loss, destruction or
theft may be submitted to the City and the Trustee and, if such evidence be satisfactory to them
and indemnity satisfactory to them shall be given, the City, at the expense of the Bond Owner,
shall execute, and the Trustee shall thereupon authenticate and deliver, a new Bond of like
maturity and principal amount in lieu of and in substitution for the Bond so lost, destroyed or
stolen (or if any such Bond shall have matured or shall have been cancelled for redemption,
instead of issuing a substitute Bond the Trustee may pay the same without surrender thereof
upon receipt of indemnity satisfactory to the Trustee).

Investment and Security of Funds

All moneys held by the City or the Trustee in the funds established pursuant to the
Indenture are required to be invested as provided for in the Indenture. Authorized Investments
shall be valued by the Trustee as frequently as deemed necessary by the Insurer, but not less
often than annually, at the market value thereof, exclusive of accrued interest.

The Indenture obligates the City to calculate and rebate certain excess investment
earnings to the federal government, in compliance with Section 148 of the Internal Revenue Code
of 1986.

Insurance

The City covenants that it shall at all times maintain with responsible insurers all such
insurance on the Enterprise as is customarily maintained with respect to works and properties
of like character against accident to, loss of or damage to such works or properties. If any useful
part of the Enterprise shall be damaged or destroyed, such part shall be restored to use. The net
proceeds of insurance shall be used for repairing or rebuilding the damaged or destroyed
Enterprise, and to the extent not so applied, shall be applied to the redemption of the
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outstanding Bonds on a pro rata basis, and for such purpose, paid into the Redemption
Account.

Any such insurance shall be in the form of policies or contracts for insurance with
insurers of good standing and shall be payable to the City or the Trustee, or may be in the form
of self-insurance by the City. The City shall establish such fund or funds or reserves as are
necessary to provide for its share of any such self-insurance. The City shall file or cause to be
filed with the Trustee, annually within one hundred twenty (120) days after the close of each
Fiscal Year, a Certificate of the City (a) setting forth a description in reasonable detail of the
insurance then in effect, including any self-insurance fund, maintained pursuant to the
requirements of this paragraph, and (b) stating that the City is then in compliance with the
requirements of this paragraph, and (c) stating whether during the preceding Fiscal Year any
loss has been incurred with respect to the Enterprise and, if so, the amount of net proceeds of
insurance, including the net proceeds of any self-insurance fund, covering such loss and
specifying the reasonable and necessary costs of repair, reconstruction or replacement thereof.
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Against Sale, Eminent Domain

Except as provided in the Indenture, the City covenants that the property, facilities and
improvements of the Enterprise shall not be mortgaged or otherwise encumbered, sold, leased,
pledged, any charge placed thereon, or disposed of as a whole or substantially as a whole
unless: (a) the City shall cause to be filed with the Trustee written evidence from the rating
agency that such sale or other disposition will not cause a reduction or withdrawal of the rating
then assigned to the Bonds by the rating agency; (b) such sale or other disposition shall be so
arranged as to provide for a continuance of payments into the Revenue Fund sufficient in
amount to permit payment therefrom of the principal of and interest on and premiums, if any,
due upon the call and redemption thereof, of the outstanding Bonds, and also to provide for
such payments into the funds as are required under the terms of the Indenture and any
Supplemental Indenture; and (c) the City shall have filed with the Trustee an opinion of a
nationally-recognized bond counsel to the effect that such sale or other disposition will not
adversely affect the exemption from federal income taxation of interest on the Bonds. The City
further covenants that the Net Revenues or any other funds pledged or otherwise made
available to secure payment of the principal of and interest on the  outstanding  Bonds  shall
not  be  mortgaged,  encumbered,  sold,  leased, pledged, any charge placed thereon, or
disposed of or used except as authorized by the terms of the Indenture. The City further
covenants that it will not enter into any agreement which impairs the operation of the Enterprise
or any part of it necessary to secure adequate Net Revenues to pay the principal of and interest
of the Bonds or which otherwise would impair the rights of the Bond owners with respect to the
Net Revenues. If any substantial part of the Enterprise is sold the net proceeds thereof shall
either be used for the acquisition and/or construction of improvements and extensions of the
Enterprise or shall  be deposited with the Trustee in the Redemption Account and shall be used
to redeem the outstanding Bonds on a pro rata basis.

The City covenants that any net proceeds received as awards as a result of the taking of
all or any part of the Enterprise by the lawful exercise of eminent domain, if and to the extent
that such right can be exercised against such property of the City, shall either be used for the
acquisition and/or construction of improvements and extensions of the Enterprise or shall be
deposited with the Trustee in the Redemption Account and shall be used to pay or redeem the
outstanding Bonds on a pro rata basis.

Other Covenants by the City

For the protection and security of the Bonds, the City makes the following additional
covenants with the Bondowners in the Indenture:

1. It will commence the acquisition, construction and completion of the Graham
Reservoir Project and continue the same with all practical dispatch and in a sound and
economical manner.

2. It will operate the Enterprise in an efficient and economical manner and it will
operate, maintain, preserve and keep the Enterprise and every part thereof in good repair,
working order and condition.

3. It will pay and cause to be paid punctually the principal and the interest on the
Bonds on the date or dates and at the place or places and in the manner mentioned in the
Bonds and in accordance with the Indenture.

4. It will pay and discharge any and all lawful claims for labor, materials and
supplies which, if unpaid, might by law become a lien or charge upon the Net Revenues of the
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Enterprise and which might impair the security of the Bonds. The City shall also pay from the
Net Revenues all taxes and assessments or other governmental charges lawfully levied or
assessed upon the Enterprise.

5. It will keep proper books of record and accounts of the Enterprise, separate from
all other records and accounts, in which complete and correct entries shall be made of all
transactions relating to the Enterprise. Said books shall, upon reasonable request, be subject to
the inspection of the owners of not less than ten percent (10%) of the outstanding Bonds or their
representatives authorized in writing.

6. It will cause the books and accounts of the Enterprise to be audited annually by
an independent accountant and will make available for inspection by the Bond owners at the
principal trust office of the Trustee, upon reasonable request, a copy of the report of such
independent accountant.

7. It will cause to be prepared annually, not more than one hundred eighty (180)
days after the close of each Fiscal Year a summary statement showing the amount of Gross
Revenues and the amount of all other funds collected which are required to be pledged or
otherwise made available as security for payment of principal of and interest on the Bonds, the
disbursements from the Gross Revenues and other funds in reasonable detail, and a general
statement of the financial and physical condition of the Enterprise. The City shall furnish a
copy of the statement to the Trustee, and upon written request, to any Bond owner.

Modification and Amendment of the Indenture

The City may, without the consent of the Bondowners, adopt at any time a
Supplemental Indenture for any one or more of the following purposes; provided, however, that
no such modification shall (a) extend the maturity of the Bonds or reduce the interest rate on
any Bond, (b) reduce the percentage of Bonds required for written consent of the owner of such
Bond or (c) without written consent modify any rights of the Trustee:

1. to add additional covenants and agreements of the City to further secure the
payment of the Bonds, provided they are not contrary to or inconsistent with covenants and
agreements of the City contained in the Indenture and do not adversely effect the interest of the
Bondowners;

2. to surrender any right, power or privilege reserved to or conferred on the City by
the Indenture;

3. to provide for the issuance of Parity Bonds.

Supplemental Indentures with Bondowners' Consent

The Indenture may be modified at any time by a supplemental indenture with the prior
written consent, or the prior consent of the owners of a majority of the aggregate principal
amount of the Bonds then outstanding. No such modification or amendment will permit a
change in the terms of redemption or maturity of the principal of any outstanding Bond or of
any installment of interest thereon or a reduction in the principal amount or the redemption
price thereof or in the rate of interest thereon without the consent of the owner of such Bond, or
will reduce the percentage of Bonds the consent of the owners of which is required to effect any
such modification or amendment.
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No amendment, modification or waiver of any provision of the Indenture or the Bonds
may be made which relates to the acceleration of the payment of the principal of or interest on
the Bonds before the stated maturity thereof.

Events of Default

The Indenture defines each of the following as an event of default:

1. default in the due and punctual payment of the principal of any Bond when and
as the same becomes due and payable, whether at maturity, by proceedings for redemption, by
declaration, or otherwise, and such default has continued for a period of thirty days; or

2. default in the due and punctual payment of interest on any Bond when and as
such interest installment becomes due and payable, and such default has continued for a period
of thirty days; or

3. default in the observation of any covenants, agreements or conditions on the part
of the City contained in the Indenture or in the Bonds, and such default has continued for a
period of thirty days after the City is given notice in writing of such default by the Trustee; or

4. if the City files a petition or answer seeking reorganization or arrangement under
the federal bankruptcy laws or other applicable laws or statutes of the United States of
America, or if a court of competent jurisdiction approves a petition, filed with or without the
consent of the City, seeking reorganization under the federal bankruptcy laws or any other
applicable laws or statutes of the United States of America, or if, under the federal bankruptcy
laws or the provisions of any other law for the relief or aid of debtors, any court of competent
jurisdiction assumes custody or control of the City or of the whole or any substantial part of its
property.

Upon the occurrence and during the continuance of any event of default, the Trustee
may, and upon written notice from the owners of a majority in aggregate principal amount of
the Bonds at the time outstanding shall, declare the principal of all of the Bonds then
outstanding, and the interest accrued thereon, to be due and payable immediately, and upon
any such declaration the same shall become and shall be immediately due and payable,
anything in the Indenture or in the Bonds contained to the contrary notwithstanding.

Acceleration

In an event of default as described above, all amounts received by the Trustee pursuant
to any right given or action taken by the Trustee under the provisions of the Indenture shall be
applied by the Trustee in the following order upon presentation of the several Bonds, and the
stamping thereon of the amount of the payment if only partially paid, or upon the surrender
thereof if fully paid -

First, to the payment of the costs and expenses of the Trustee and of Bond owners in
declaring such event of default, including reasonable compensation to their agents, attorneys
and counsel, and to the payment of the costs and expenses of the Trustee, if any, in carrying out
the provisions of the Article VIII, including reasonable compensation to its agents, attorneys and
counsel; and

Second, to the payment of the whole amount then owing and unpaid upon the Bonds for
interest and principal, with interest on such overdue amounts to the extent permitted by law at
the net effective rate of interest then borne by the outstanding Bonds, and in case such moneys
shall be insufficient to pay in full the whole amount so owing and unpaid upon the Bonds, then
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to the payment of such interest, principal and interest on overdue amounts without preference
or priority among such interest, principal and interest on overdue amounts ratably to the
aggregate of such interest, principal and interest on overdue amounts.

Remedies

The Bondowners are entitled to exercise the remedies set forth in the Indenture, at law or
in equity, to enforce the payment of the principal of and premium, if any, and interest on the
Bonds and to enforce any rights of the Trustee under or with respect to the Indenture.

Defeasance

If the City shall pay and discharge any or all of the Outstanding Bonds in any one or
more of the following ways:

(a) by well and truly paying or causing to be paid the principal of and interest and
premium (if any) on such Bonds, as and when the same become due and payable;

(b) by depositing with the Trustee, in trust, at or before maturity, money which,
together with the available amounts then on deposit in the funds and accounts established
pursuant to the Indenture, is fully sufficient  to  pay  such Bonds, including all  principal,
interest  and redemption premiums; or

(c) by depositing with the Trustee, in trust, Federal Securities in such amount as the
Trustee shall determine will, together with the interest to accrue thereon and available moneys
then on deposit in the funds and accounts established pursuant to the Indenture, be fully
sufficient to pay and discharge the indebtedness on such Bonds (including all principal, interest
and redemption premiums) at or before their respective maturity dates;

and if such Bonds are to be redeemed prior to the maturity thereof notice of such
redemption shall have been mailed or provision satisfactory to the Trustee shall have been
made for the mailing of such notice, then, at the election of the City, and notwithstanding that
any of such Bonds shall not have been surrendered for payment, the pledge of the Net Revenues
and other funds provided for in the Indenture with respect to such Bonds, and all other
pecuniary obligations of the City under the Indenture with respect to all such Bonds, shall cease
and terminate, except only the obligation of the City to pay or cause to be paid to the owners of
such Bonds not so surrendered and paid  all sums  due thereon  from  amounts  set aside for
such  purpose as aforesaid, and all expenses and costs of the Trustee.  Notice of such election
shall be filed with the Trustee.

Any funds thereafter held by the Trustee, which are not required for said purposes, shall
be paid over to the City.
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AUDITED FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDING JUNE 30, 2003



(THIS PAGE INTENTIONALLY LEFT BLANK)





(THIS PAGE INTENTIONALLY LEFT BLANK)































19



























































































(THIS PAGE INTENTIONALLY LEFT BLANK)



C-1

APPENDIX C

FORM OF CONTINUING DISCLOSURE CERTIFICATE

CONTINUING DISCLOSURE CERTIFICATE

CITY OF MOUNTAIN VIEW
Water Revenue Bonds

(Graham Reservoir Project)
2004 Series A

This CONTINUING DISCLOSURE CERTIFICATE (the “Disclosure Certificate”) is executed
and delivered by the CITY OF MOUNTAIN VIEW (the “City”) in connection with the execution and
delivery of the bonds captioned above (the “Bonds”).  The Bonds are being executed and
delivered under an Indenture of Trust, dated as of September 1, 2004 (the "Indenture") by and
between the City and U.S. Bank National Association, as trustee for the Bonds (the "Trustee").
The City covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the City for the benefit of the holders and beneficial owners of the
Bonds and in order to assist the Participating Underwriter in complying with Securities and
Exchange Commission Rule 15c2-12(b)(5).

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which apply
to any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section
2, the following capitalized terms have the following meanings:

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

“Dissemination Agent” means the City or any entity selected and retained by the City as
Dissemination Agent, and which has filed with the City and the Trustee a written acceptance of
such designation.  The initial Dissemination Agent is the City.

“Listed Events” means any of the events listed in Section 5(a) of this Disclosure
Certificate.

“National Repository” means any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule.  Information on the National Repositories as of a particular
date is available from the Securities and Exchange Commission on the Internet at www.sec.gov.  

“Official Statement” means the Official Statement relating to the Bonds.

“Participating Underwriter” means Stone & Youngberg LLC, the original underwriter of
the Bonds required to comply with the Rule in connection with offering of the Bonds.

“Report Date” means seven months after the end of the City’s fiscal year, (currently
January 31 of each year based on the City’s June 30 fiscal year end).

“Repository” means each National Repository and each State Repository.
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“Rule” means Rule 15c2-12(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 Repository” means any public or private repository or entity designated by the
State of California as a state repository for the purpose of the Rule and recognized as such by
the Securities and Exchange Commission.  As of the date of this Disclosure Certificate, there is
no State Repository.

Section 3. Provision of Annual Reports.

(a) The City shall, or shall cause the Dissemination Agent to, not later than the Report
Date, beginning on January 31, 2005, provide to each Repository an Annual Report that is
consistent with the requirements of Section 4 of this Disclosure Certificate, with a copy to the
Trustee.  Not later than 15 business days before the Report Date, the City shall provide the
Annual Report to the Dissemination Agent (if other than the City).  The Annual Report may be
submitted as a single document or as separate documents comprising a package, and may
include by reference other information as provided in Section 4 of this Disclosure Certificate.
The audited financial statements of the City may be submitted separately from the balance of the
Annual Report, and later than the Report Date, if not available by the Report Date.  If the City’s
fiscal year changes, it shall give notice of such change in the same manner as for a Listed Event
under Section 5(c).  The City shall provide a written certification with each Annual Report
furnished to the Dissemination Agent and the Trustee to the effect that such Annual Report
constitutes the Annual Report required to be furnished by the City under this Disclosure
Certificate.

(b) If the City is unable to provide to the Repositories an Annual Report by the Report
Date, the City shall, by written direction, cause the Dissemination Agent to provide to each
Repository and to the Municipal Securities Rulemaking Board and each State Repository (with a
copy to the Trustee and the Bond Insurer) a notice, in substantially the form attached as Exhibit
A.

(c) The Dissemination Agent shall:

(i) determine each year prior to the Report Date the name and address of each
National Repository and each State Repository, if any; and

(ii) if the Dissemination Agent is other than the City, file a report with the City
certifying that the Annual Report has been provided pursuant to this Disclosure
Certificate, stating the date it was provided and listing all the Repositories to which it was
provided.

Section 4. Content of Annual Reports. The City’s Annual Report shall contain or
incorporate by reference the following:

(a) Audited Financial Statements of the City, which shall include financial statements of
the City’s municipal water system (the “Water System”) prepared in accordance with Generally
Accepted Accounting Principles as promulgated to apply to governmental entities from time to
time by the Governmental Accounting Standards Board.  If the City’s audited financial statements
are not available by the Report Date, 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.



C-3

(b) Unless otherwise provided in the audited financial statements filed on or prior to the
Report Date, financial information and operating data with respect to the City and the Water
System for the preceding fiscal year, in the form of updates to the following tables contained in
the Official Statement:

(i) Table 2, entitled “Historical Wholesale Water Cost Increases.”

(ii) Table 5, entitled “Summary of Water Accounts by User Type.”

(iii) Table 6, entitled “Top Ten Customers by Water Volume Sold.”

(iv) Table 7, entitled “Water Rate Increases.”

(v) A summary of the debt service coverage ratio for the Bonds consisting of a
statement of Gross Revenues, Maintenance and Operation Costs and resulting Net
Revenues, debt service on the Bonds and any Parity Bonds, and the resulting debt
service coverage ratio.

(c) Any or all of the items listed in subsections (a) and (b) above may be included by
specific reference to other documents, including official statements of debt issues of the City or
related public entities, which have been submitted to each of the Repositories or the Securities
and Exchange Commission.  If the document included by reference is a final official statement, it
must be available from the Municipal Securities Rulemaking Board.  The City shall clearly identify
each such other document so included by reference.

(d) In addition to any of the information expressly required to be provided under this
Disclosure Certificate, the City shall provide such further material information, if any, as may be
necessary to make the specifically required statements, in the light of the circumstances under
which they are made, not misleading.

Section 5. Reporting of Significant Events.

(a) The City shall give, or cause to be given, notice of the occurrence of any of the
following events with respect to the Bonds, if material:

(i) Principal and interest payment delinquencies.

(ii) Non-payment related defaults.

(iii) Unscheduled draws on debt service reserves reflecting financial
difficulties.

(iv) Unscheduled draws on credit enhancements reflecting financial
difficulties.

(v) Substitution of credit or liquidity providers, or their failure to perform.

(vi) Adverse tax opinions or events affecting the tax-exempt status of the
security.

(vii) Modifications to rights of Bond holders.

(viii) Contingent or unscheduled redemption of Bonds.

(ix) Defeasances.

(x) Release, substitution, or sale of property securing repayment of the
securities.

(xi) Rating changes.
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(b) Whenever the City obtains knowledge of the occurrence of a Listed Event, the City
shall as soon as possible determine if such event would be material under applicable Federal
securities law.

(c) If the City determines that knowledge of the occurrence of a Listed Event would be
material under applicable Federal securities law, the City shall, by written direction, cause the
Dissemination Agent to promptly file a notice of such occurrence with the Municipal Securities
Rulemaking Board and each State Repository with a copy to the Trustee, together with written
direction to the Trustee whether or not to notify the Bond holders of the filing of such notice.  In
the absence of any such direction, the Trustee shall not send such notice to the Bond holders.
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(viii) and (ix)
need not be given under this subsection any earlier than the notice (if any) of the underlying
event is given to holders of affected Bonds pursuant to the Indenture.

Section 6. Termination of Reporting Obligation. The City’s obligations under this Disclosure
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of
the Bonds.  If such termination occurs prior to the final maturity of the Bonds, the City shall give
notice of such termination in the same manner as for a Listed Event under Section 5(c).

Section 7. Dissemination Agent. The City may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge any such Dissemination Agent, with or without appointing a successor
Dissemination Agent.  Any Dissemination Agent may resign by providing 30 days’ written notice
to the City and the Trustee.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the City may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), 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 Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion
of nationally recognized bond counsel, have complied with the requirements of the Rule at the
time of the primary offering of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds in
the manner provided in the Indenture for amendments to the Indenture with the consent of
holders, or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair the
interests of the holders or beneficial owners of the Bonds.

If the annual financial information or operating data to be provided in the Annual Report is
amended pursuant to the provisions of this Section, the first annual financial information filed
pursuant to this Disclosure Certificate containing the amended operating data or financial
information shall explain, in narrative form, the reasons for the amendment and the impact of the
change in the type of operating data or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be
followed in preparing financial statements, the annual financial information for the year in which
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the change is made shall present a comparison between the financial statements or information
prepared on the basis of the new accounting principles and those prepared on the basis of the
former accounting principles.  The comparison shall include a qualitative discussion of the
differences in the accounting principles and the impact of the change in the accounting principles
on the presentation of the financial information, in order to provide information to investors to
enable them to evaluate the ability of the City to meet its obligations.  To the extent reasonably
feasible, the comparison shall be quantitative.  A notice of the change in the accounting
principles shall be sent to the Repositories in the same manner as for a Listed Event under
Section 5(c).

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the City from disseminating any other information, using the means of dissemination set
forth in this Disclosure Certificate 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 this Disclosure Certificate.  If the City 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 this Disclosure Certificate, the City shall have no obligation under this
Disclosure Certificate to update such information or include it in any future Annual Report or
notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the City to comply with any provision of
this Disclosure Certificate the Trustee, at the written direction of any Participating Underwriter or
the holders of at least 25% aggregate principal amount of Outstanding Bonds, shall, but only to
the extent moneys or other indemnity, satisfactory to the Trustee, has been furnished to the
Trustee to hold it harmless from any loss, costs, liability or expense, including fees and
expenses of its attorneys and any additional fees of the Trustee or any holder or beneficial
owner of the Bonds may take such actions as may be necessary and appropriate, including
seeking mandate or specific performance by court order, to cause the City to comply with its
obligations under this Disclosure Certificate.  A default under this Disclosure Certificate shall not
be deemed an Event of Default under the Indenture, and the sole remedy under this Disclosure
Certificate in the event of any failure of the City to comply with this Disclosure Certificate shall be
an action to compel performance.

Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent and the Trustee shall have only such duties as are specifically set forth in this Disclosure
Certificate, and the City agrees to indemnify and save the Dissemination Agent and the Trustee,
their officers, directors, employees and agents, harmless against any loss, expense and
liabilities which they may incur arising out of or in the exercise or performance of its powers and
duties hereunder, including the costs and expenses (including attorneys fees) of defending
against any claim of liability, but excluding liabilities due to the Dissemination Agent’s or the
Trustee’s respective negligence or willful misconduct.  The Dissemination Agent shall be paid
compensation by the City 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 Dissemination Agent
and the Trustee shall have no duty or obligation to review any information provided to it by the
City and shall not be deemed to be acting in any fiduciary capacity for the City, the Bond holders
or any other party.  The obligations of the City under this Section shall survive resignation or
removal of the Dissemination Agent, but shall terminate upon the termination of the City’s
obligations under this Certificate pursuant to Section 6 of this Certificate.
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Section 12.  Notices.  Any notice or communications to be among any of the parties to this
Disclosure Certificate may be given as follows:

To the City: City of Mountain View, California
500 Castro Street
Mountain View, California  94039-7540
Attention: Finance and Administrative Services
Director

To the Dissemination Agent: City of Mountain View, California
500 Castro Street
Mountain View, California  94039-7540
Attention: Finance and Administrative Services
Director

To the Trustee: U.S. Bank National Association
One California Street, Suite 2550
San Francisco, California  94111
Attention: Corporate Trust Department
Fax: (415) 273-4590

Any person may, by written notice to the other persons listed above, designate a different
address or telephone number(s) to which subsequent notices or communications should be
sent.

Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
City, the Trustee, the Dissemination Agent, the Participating Underwriter and holders and
beneficial owners from time to time of the Bonds, and shall create no rights in any other person
or entity.

Section 14. Counterparts.  This Disclosure Certificate may be executed in several
counterparts, each of which shall be regarded as an original, and all of which shall constitute
one and the same instrument.

Date: September 29, 2004

CITY OF MOUNTAIN VIEW

By                                                                    
Finance and Administrative Services

Director
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EXHIBIT A

NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: City of Mountain View

Name of Issue: $9,700,000 City of Mountain View Water Revenue Bonds (Graham
Reservoir Project) 2004 Series A

Date of Issuance: September 29, 2004

NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with respect
to the above-named Bonds as required by the Continuing Disclosure Certificate dated as of
September 29, 2004, executed by the City of Mountain View.  The City anticipates that the
Annual Report will be filed by ________________.

Dated:                          

CITY OF MOUNTAIN VIEW

By:                                                       

Title:                                                     

cc: Trustee
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APPENDIX D

GENERAL INFORMATION REGARDING THE CITY OF MOUNTAIN VIEW

The information in this section of the Official Statement is presented as general
background data.  The Bonds are payable solely from the revenues of the City's Water Fund
and other sources as described in the Official Statement.  The taxing power of the City, the
State of California, or any political subdivision thereof is not pledged to the payment of the
Bonds.

Introduction

The City of Mountain View (the “City”), which occupies about 12 square miles, is located
approximately 36 miles southeast of the City of San Francisco and 15 miles northwest of the City
of San Jose. The climate is mild, with averages temperatures during the summer months in the
mid-seventies and during the winter months in the high fifties.

Government

The City was incorporated as a general law city in 1902 and became a chartered city in
1952. The City is governed by a seven-member elected City Council and is administered under
the Council-Manager form of government. Members of the of the City Council serve terms of four
years.  Each year, the Mayor is elected by the seven councilmembers.

The City provides a number of municipal services, including administration, police, fire,
library, recreation, public works such as water distribution, storm drainage and maintenance.

Population

The following chart indicates the change in population of the City, the County of Santa
Clara (the “County”) and the State of California during the past five calendar years.  

CITY OF MOUNTAIN VIEW
2000 through 2004 Population Estimates

Calendar
Year

City of
Mountain View

County of
Santa Clara

State of
California

2000 71,369 1,698,800 33,753,000
2001 71,242 1,697,800 34,385,000
2002 71,610 1,719,600 35,037,000
2003 71,600 1,719,500 35,612,000
2004 71,600 1,731,400 36,144,000

Source:  State of California, Department of Finance, as of January 1.



D-2

Industry and Employment

The City is included in the San Jose Metropolitan Statistical Area (MSA), which is
comprised of Santa Clara County. The unemployment rate in Santa Clara County was 6.2 percent
in June 2004, up from a revised 6.0 percent in May 2004, but below the year-ago estimate of 8.7
percent.  This compares with an unadjusted unemployment rate of 6.3 percent for California and
5.8 percent for the nation during the same period.  

The County civilian labor force figures are shown in the following table.  These figures
are County-wide and may not necessarily accurately reflect employment trends in the City.

SAN JOSE METROPOLITAN STATISTICAL AREA
Annual Average Labor Force and Industry Employment

1999 2000 2001 2002 2003
Civilian Labor Force (1) 956,100 1,000,600 997,900 943,600 895,100

Employment 927,100 980,800 952,400 863,800 821,600

Unemployment 29,000 19,800 45,500 79,800 73,500

Civilian Unemployment Rate 3.0% 2.0% 4.6% 8.5% 8.2%

Wage and Salary Employment: (2)

Agriculture 5,300 5,000 4,600 4,500 4,200

Natural Resources and Mining 200 200 200 200 200

Construction 44,600 47,400 47,800 42,300 38,800

Manufacturing 234,900 251,700 240,600 201,200 177,000

Wholesale Trade 42,300 42,200 40,700 35,700 33,500

Retail Trade 86,600 90,600 88,200 83,600 81,000

Transportation, Warehousing and
Utilities

17,300 17,500 16,300 15,000 14,200

Information 32,500 42,700 41,900 34,200 31,000

Finance and Insurance 18,900 18,800 19,600 19,800 19,800

Real Estate and Rental and
Leasing

15,300 15,200 15,600 15,100 15,000

Professional and Business Services 207,100 225,800 210,000 173,200 164,300

Educational and Health Services 85,500 85,200 89,800 91,100 92,700

Leisure and Hospitality 68,600 71,400 72,000 67,400 67,500

Other Services 26,100 26,700 26,300 25,900 24,700

Federal Government 11,400 11,700 10,400 10,300 10,100

State Government 7,600 7,700 7,800 8,100 7,900

Local Government 72,400 75,200 76,500 79,600 76,800

Total All Industries 976,600 1,035,000 1,008,100 907,300 858,400

                                   
(1) Labor force data is by place of residence; includes self-employed individuals, unpaid family workers,

household domestic workers, and workers on strike.
(2) Industry employment is by place of work; excludes self-employed individuals, unpaid family workers,

household domestic workers, and workers on strike.
Source: State of California Employment Development Department.
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The major employers within the Mountain View area and the number of persons
employed by each company are shown below.

Major Employers
(in alphabetical order)

Fiscal Year 2002-03

Company Type of Business
Acuson Company Diagnostic Imaging Systems
El Camino Hospital Health Services
General Dynamics Electronics Systems Electronics
Google Software
Intuit Corporation Financial Software
Johnson & Johnson Alza Corporation Pharmaceutical
KPMG Consulting & Tax Services
Microsoft Corporation Software
Silicon Graphics, Inc. Graphic Workstations
Synopsis, Inc. Chip Development Software and Services
Veritas Software Global Corporation Computer Software

                                               
Source:  City of Mountain View.

Commercial Activity

Total taxable transactions reported in the City during the first two quarters of calendar
year 2003 amounted to $536,603,000, a 16.9% decrease over the total taxable transactions of
$645,736,000 that were reported during the first two quarters of calendar year 2002. A
summary of historic taxable sales within the City is shown in the following table.

CITY OF MOUNTAIN VIEW
Taxable Retail Sales

Number of Permits and Valuation of Taxable Transactions
(Dollars in Thousands)

Retail Stores Total All Outlets

Number
of Permits

Taxable
Transactions

Number
of Permits

Taxable
Transactions

1998 790 $  786,659 2,670 $1,691,209
1999 894 863,201 2,610 1,768,767
2000 942 1,006,374 2,484 2,347,397
2001 922 889,671 2,371 1,742,754
2002 993 823,978 2,401 1,290,964

                                   
Source: State Board of Equalization.
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Median Effective Buying Income

“Effective Buying Income” is defined as personal income less personal tax and nontax
payments, a number often referred to as “disposable” or “after-tax” income.  Personal income is
the aggregate of wages and salaries, other labor-related income (such as employer
contributions to private pension funds), proprietor's income, rental income (which includes
imputed rental income of owner-occupants of non-farm dwellings), dividends paid by
corporations, interest income from all sources, and transfer payments (such as pensions and
welfare assistance).  Deducted from this total are personal taxes (federal, state and local),
nontax payments (fines, fees, penalties, etc.) and personal contributions to social insurance.
According to U.S. government definitions, the resultant figure is commonly known as “disposable
personal income.”

EFFECTIVE BUYING INCOME
As of January 1, 1998 through 2002

Year        Area

Total Effective
Buying Income
(000’s Omitted)

Median Household
Effective Buying

Income

1998 City of Mountain View $     1,783,168 $49,185
Santa Clara County 36,500,763 54,407
California 524,439,600 36,483
United States 4,399,998,410 34,618

1999 City of Mountain View $     1,956,338 $51,586
Santa Clara County 39,640,732 57,144
California 551,999,317 37,091
United States 4,621,491,730 35,377

2000 City of Mountain View $     2,106,666 $54,628
Santa Clara County 42,267,784 61,122
California 590,376,663 39,492
United States 4,877,786,658 37,233

2001 City of Mountain View $     2,350,553 $62,433
Santa Clara County 47,134,074 67,504
California 650,521,407 43,532
United States 5,303,481,498 38,365

2002 City of Mountain View $      2,328,610 $59,372
Santa Clara County 46,138,910 62,725
California 647,879,427 42,484
United States 5,340,682,818 38,035

                                    
Source:  Sales & Marketing Management Survey of Buying Power.
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Building Permit Activity

The following table shows the number and value of building permits issued in the City
during calendar years 1999 through 2003.

City of Mountain View
Building Permit Valuation

For Calendar Years 1999 through 2003
(Dollars in Thousands)

1999 2000 2001 2002 2003
Permit Valuation
New Single-family $19,612.7 $23,280.2 $22,655.3 $6,447.3 $14,160.2
New Multi-family 16,166.8 0.0 30,912.3 0.0 378.3
Res. Alterations/Additions 13,886.8 15,370.7   8,742.2   8,803.2 13,885.8

Total Residential 49,666.3 38,650.9 62,309.7 15,250.5 28,424.3

New Commercial 32,556.4 69,819.8 50,000.6 10,623.5 2,536.0
New Industrial 0.0 0.0 0.0 0.0 0.0
New Other 5,028.2 584.6 722.6 966.7 3,380.4
Comm’l Alterations/Additions 154,119.3 155,337.1   57,814.7 47,583.2 73,151.8

Total Nonresidential 191,703.9 225,741.5 108,537.9 59,173.4 79,068.2
New Dwelling Units
Single Family 119 120 118 30 90
Multiple Family 188    0 231   0   2
     TOTAL 307 120 349 30 92

                           
Source:  Construction Industry Research Board, Building Permit Summary.

Utilities

Water and sewer services are provided by the City. Sewage treatment is provided by a
joint treatment facility. Natural gas and electricity are supplied by Pacific Gas & Electric and
telephone services are supplied by Pacific Bell and other providers.

Transportation

The City is connected by U.S. 101 to San Francisco to the north and San Jose to the
south. Interstate 280, which runs parallel to U.S. 101 is within a few miles of the City boundary.
State Routes 82, 237 and 85 provide interconnections between Interstate 280 and U.S. 101. The
Peninsula Corridor Joint Powers Board provides commuter rail service and Southern Pacific
Transportation Company provides freight transport through the City, along the peninsula. Air
transport is available from San Francisco International Airport (25 miles to the north) or San Jose
Airport (15 miles to the south). Bus services are provided by Greyhound and the Santa Clara
Valley Transportation Authority. Deep water port facilities are available at the Port of Redwood
City, 10 miles north or at the San Francisco and Oakland ports.
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APPENDIX E

PROPOSED FORM OF BOND COUNSEL OPINION

[LETTERHEAD OF JONES HALL]

September 29, 2004

City Council of the
 City of Mountain View
500 Castro Street
Mountain View, California  94041

OPINION : $9,700,000 City of Mountain View Water Revenue Bonds (Graham
Reservoir Project), 2004 Series A

Members of the Council:

We have acted as bond counsel in connection with the issuance by the City of Mountain
View, California (the “City”), of $9,700,000 City of Mountain View Water Revenue Bonds
(Graham Reservoir Project), Series 2004 A, dated September 29, 2004 (the “Bonds”), pursuant
to the provisions of the Charter of the City, Resolution No. 16914, adopted by the City Council
of the City on August 17, 2004, and an Indenture of Trust, dated as of September 1, 2004 (the
“Indenture”), by and between the City and U.S. Bank National Association, as trustee (the
“Trustee”). We have examined the law and such certified proceedings and other papers as we
deem necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon representations of
the City contained in the Indenture and in the certified proceedings and certifications of public
officials and others furnished to us, without undertaking to verify such facts by independent
investigation.

Based upon the foregoing, we are of the opinion, under existing law, that:

1. The Bonds constitute valid and binding special obligations of the City, payable



City of Mountain View
September 29, 2004
Page 2                          

solely from the Net Revenues (as defined in the Indenture) and other amounts held by the
Trustee, as provided in the Indenture.

2. The Indenture has been duly authorized, executed and delivered by the City, and
is valid, binding and enforceable against the City in accordance with its terms.  The Indenture
creates a valid pledge, to secure the payment of the principal of and interest on the Bonds, of
the Net Revenues and any other amounts (including proceeds of the sale of the Bonds) held by
the Trustee in any fund or account established pursuant to the Indenture, subject to the
provisions of the Indenture permitting the application thereof for the purposes and on the terms
and conditions set forth therein.

3. The interest on the Bonds is excluded from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the federal alternative minimum
tax imposed on individuals and corporations; it should be noted, however, that for the purpose
of computing the alternative minimum tax imposed on corporations (as defined for federal
income tax purposes), such interest is taken into account in determining certain income and
earnings.  The opinions set forth in the preceding sentences are subject to the condition that the
City comply with all requirements of the Internal Revenue Code of 1986 (the “Code”), that must
be satisfied subsequent to the delivery of the Bonds in order that such interest be, or continue to
be, excluded from gross income for federal income tax purposes. The City has covenanted to
comply with each such requirement. Failure to comply with certain of such requirements may
cause the inclusion of interest on the Bonds in gross income for federal income tax purposes to
be retroactive to the date of issuance of the Bonds. We express no opinion regarding other
federal tax consequences arising with respect to the Bonds.

4. The interest on the Bonds is exempt from personal income taxation imposed by
the State of California.

The rights of the owners of the Bonds and the enforceability of the Bonds and the
Indenture may be subject to bankruptcy, insolvency, reorganization, moratorium and other
similar laws affecting creditors’ rights heretofore or hereafter enacted and may also be subject to
the exercise of judicial discretion in appropriate cases.

Respectfully submitted,

A Professional Law Corporation



APPENDIX F

DTC AND THE BOOK-ENTRY ONLY SYSTEM

The following description of the Depository Trust Company (“DTC”), the procedures and
record keeping with respect to beneficial ownership interests in the Bonds, payment of
principal, interest and other payments on the Bonds to DTC Participants or Beneficial Owners,
confirmation and transfer of beneficial ownership interest in the Bonds and other related
transactions by and between DTC, the DTC Participants and the Beneficial Owners is based
solely on information provided by DTC.  Accordingly, no representations can be made
concerning these matters and neither the DTC Participants nor the Beneficial Owners should
rely on the foregoing information with respect to such matters, but should instead confirm the
same with DTC or the DTC Participants, as the case may be.  Neither the issuer of the Bonds
(the “Issuer”) nor the trustee or fiscal agent appointed with respect to the Bonds (the “Trustee”)
take any responsibility for the information contained in this Appendix.

No assurances can be given 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 Bonds, (b) certificates representing ownership interest in or other confirmation or
ownership interest in the Bonds, or (c) redemption or other notices sent to DTC or Cede & Co.,
its nominee, as the registered owner of the Bonds, 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.

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

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 million issues of U.S. and non-U.S. equity issues, corporate
and municipal debt issues, and money market instruments from over 85 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, Government Securities Clearing Corporation, MBS Clearing Corporation, and
Emerging Markets Clearing Corporation, (respectively, "NSCC", "GSCC", "MBSCC", 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
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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.

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

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

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

Redemption notices will be sent to DTC.  If less than all of the Bonds within an issue are
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to the Bonds 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 Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).



F-3

Payments of principal of, premium, if any, and interest evidenced by the Bonds will be
made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC.  DTC’s practice is to credit Direct Participants’ accounts upon DTC’s
receipt of funds and corresponding detail information from the Issuer 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 Issuer or the Trustee, 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 Bonds to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the Issuer 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.

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

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

Discontinuance of DTC Services.  In the event that (a) DTC determines not to continue
to act as securities depository for the Bonds, or (b) the Issuer determines that DTC will no longer
so act and delivers a written certificate to the Trustee to that effect, then the Issuer will
discontinue the Book-Entry Only System with DTC for the Bonds.  If the Issuer determines to
replace DTC with another qualified securities depository, the Issuer will prepare or direct the
preparation of a new single separate, fully registered Bond for each maturity of the Bonds
registered in the name of such successor or substitute securities depository as are not
inconsistent with the terms of the indenture or fiscal agent agreement executed in connection
with the Bonds.  If the Issuer fails to identify another qualified securities depository to replace the
incumbent securities depository for the Bonds, then the Bonds will no longer be restricted to
being registered in the Bond registration books in the name of the incumbent securities
depository or its nominee, but will be registered in whatever name or names the incumbent
securities depository or its nominee transferring or exchanging the Bonds designates.

If the Book-Entry Only System is discontinued, the following provisions would also apply:
(i) the Bonds will be made available in physical form, (ii) principal of, and redemption premiums, if
any, on, the Bonds will be payable upon surrender thereof at the corporate trust office of the
Trustee, (iii) interest on the Bonds will be payable by check mailed by first-class mail or, upon the
written request of any Owner of $1,000,000 or more in aggregate principal amount of Bonds
received by the Trustee on or prior to the 15th day of the calendar month immediately preceding
the interest payment date, by wire transfer in immediately available funds to an account with a
financial institution within the continental United States of America designated by such Owner,
and (iv) the Bonds will be transferable and exchangeable as provided in the indenture or fiscal
agent agreement executed in connection with the Bonds.
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APPENDIX G

REVIEW OF CAPITAL INFRASTRUCTURE
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APPENDIX H

SPECIMEN MUNICIPAL BOND INSURANCE POLICY
AND RESERVE SURETY
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FINANCIAL GUARANTY INSURANCE POLICY

MBIA Insurance Corporation
Armonk, New York 10504

Policy No. [NUMBER]

MBIA Insurance Corporation (the "Insurer"), in consideration of the payment of the premium and subject to the terms of this policy, hereby
unconditionally and irrevocably guarantees to any owner, as hereinafter defined, of the following described obligations, the full and complete payment
required to be made by or on behalf of the Issuer to [PAYING AGENT/TRUSTEE] or its successor (the "Paying Agent") of an amount equal to (i) the
principal of (either at the stated maturity or by any advancement of maturity pursuant to a mandatory sinking fund payment) and interest on, the
Obligations (as that term is defined below) as such payments shall become due but shall not be so paid (except that in the event of any acceleration of the
due date of such principal by reason of mandatory or optional redemption or acceleration resulting from default or otherwise, other than any advancement
of maturity pursuant to a mandatory sinking fund payment, the payments guaranteed hereby shall be made in such amounts and at such times as such
payments of principal would have been due had there not been any such acceleration);  and (ii) the reimbursement of a such payment which is
subsequently recovered from any owner pursuant to a final judgment by a court of competent jurisdiction that such payment constitutes an avoidable
preference to such owner within the meaning of any applicable bankruptcy law.  The amounts referred to in clauses (i) and (ii) of the preceding sentence
shall be referred to herein collectively as the "Insured Amounts."  "Obligations" shall mean:

[PAR]
[LEGAL NAME OF ISSUE]

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by registered or certified mail, or upon receipt of written
notice by registered or certified mail, by the Insurer from the Paying Agent or any owner of an Obligation the payment of an Insured Amount for which
is then due, that such required payment has not been made, the Insurer on the due date of such payment or within one business day after receipt of notice
of such nonpayment, whichever is later, will make a deposit of funds, in an account with State Street Bank and Trust Company, N.A., in New York,
New York, or its successor, sufficient for the payment of any such Insured Amounts which are then due.  Upon presentment and surrender of such
Obligations or presentment of such other proof of ownership of the Obligations, together with any appropriate instruments of assignment to evidence the
assignment of the Insured Amounts due on the Obligations as are paid by the Insurer, and appropriate instruments to effect the appointment of the
Insurer as agent for such owners of the Obligations in any legal proceeding related to payment of Insured Amounts on the Obligations, such instruments
being in a form satisfactory to State Street Bank and Trust Company, N.A., State Street Bank and Trust Company, N.A. shall disburse to such owners,
or the Paying Agent payment of the Insured Amounts due on such Obligations, less any amount held by the Paying Agent for the payment of such
Insured Amounts and legally available therefor.  This policy does not insure against loss of any prepayment premium which may at any time be payable
with respect to any Obligation.

As used herein, the term "owner" shall mean the registered owner of any Obligation as indicated in the books maintained by the Paying Agent, the
Issuer, or any designee of the Issuer for such purpose.  The term owner shall not include the Issuer or any party whose agreement with the Issuer
constitutes the underlying security for the Obligations.

Any service of process on the Insurer may be made to the Insurer at its offices located at 113 King Street, Armonk, New York 10504 and such service of
process shall be valid and binding.

This policy is non-cancellable for any reason.  The premium on this policy is not refundable for any reason including the payment prior to maturity of
the Obligations.

In the event the Insurer were to become insolvent, any claims arising under a policy of financial guaranty insurance are excluded from coverage by the
California Insurance Guaranty Association, established pursuant to Article 14.2 (commencing with Section 1063) of Chapter 1 of Part 2 of Division 1 of
the California Insurance Code.

IN WITNESS WHEREOF, the Insurer has caused this policy to be executed in facsimile on its behalf by its duly authorized officers, this [DAY] day of
[MONTH, YEAR].

MBIA Insurance Corporation

                                                                                                    
President

Attest:                                                                                                     
Assistant Secretary

STD-R-CA-6
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DEBT SERVICE RESERVE
SURETY BOND

MBIA Insurance Corporation
Armonk, New York 10504

Surety Bond No. XXXXXX

MBIA Insurance Corporation (the "Insurer"), in consideration of the payment of the premium and subject to
the terms of this Surety Bond, hereby unconditionally and irrevocably guarantees the full and complete payments
that are to be applied to payment of principal of and interest on the Obligations (as hereinafter defined) and that are
required to be made by or on behalf of [NAME OF ISSUER] (the "Issuer") under the [TITLE OF THE
DOCUMENT] (the "Document") to [NAME OF PAYING AGENT], (the "Paying Agent"), as such payments are
due but shall not be so paid, in connection with the issuance by the Issuer of [TITLE OF THE OBLIGATIONS]
(the "Obligations"), [IF PARITY " together with any bonds issued on a parity therewith,”], provided, that the
amount available hereunder for payment pursuant to any one Demand for Payment (as hereinafter defined) shall not
exceed [a: FIXED COVERAGE [Dollar Amount of Coverage] or the [Debt Service Reserve Fund Requirement] (as
defined in the Document) for the Obligations, whichever is less (the "Surety Bond Limit"); provided, further, that
the amount available at any particular time to be paid to the Paying Agent under the terms hereof (the "Surety Bond
Coverage") shall be reduced and may be reinstated from time to time as set forth herein.] or [b: VARIABLE
COVERAGE the annual amount set forth for the applicable bond year on Exhibit A attached hereto (the "Surety
Bond Limit"); provided, further, that the amount available at any particular time to be paid to the Paying Agent
under the terms hereof (the "Surety Bond Coverage") shall be reduced and may be reinstated from time to time as
set forth herein.]

1. As used herein, the term "Owner" shall mean the registered owner of any Obligation as indicated in the
books maintained by the applicable paying agent, the Issuer or any designee of the Issuer for such purpose.  The
term "Owner" shall not include the Issuer or any person or entity whose obligation or obligations by agreement
constitute the underlying security or source of payment for the Obligations.

2. Upon the later of: (i) three (3) days after receipt by the Insurer of a demand for payment in the form
attached hereto as Attachment 1 (the "Demand for Payment"), duly executed by the Paying Agent; or (ii) the
payment date of the Obligations as specified in the Demand for Payment presented by the Paying Agent to the
Insurer, the Insurer will make a deposit of funds in an account with U.S. Bank Trust National Association, in New
York, New York, or its successor, sufficient for the payment to the Paying Agent, of amounts that are then due to
the Paying Agent (as specified in the Demand for Payment) subject to the Surety Bond Coverage.

3. Demand for Payment hereunder may be made by prepaid telecopy, telex, TWX or telegram of the
executed Demand for Payment c/o the Insurer.  If a Demand for Payment made hereunder does not, in any instance,
conform to the terms and conditions of this Surety Bond, the Insurer shall give notice to the Paying Agent, as
promptly as reasonably practicable, that such Demand for Payment was not effected in accordance with the terms
and conditions of this Surety Bond and briefly state the reason(s) therefor.  Upon being notified that such Demand
for Payment was not effected in accordance with this Surety Bond, the Paying Agent may attempt to correct any
such nonconforming Demand for Payment if, and to the extent that, the Paying Agent is entitled and able to do so.

4. The amount payable by the Insurer under this Surety Bond pursuant to a particular Demand for Payment
shall be limited to the Surety Bond Coverage.  The Surety Bond Coverage shall be reduced automatically to the
extent of each payment made by the Insurer hereunder and will be reinstated to the extent of each reimbursement of
the Insurer pursuant to the provisions of Article II of the Financial Guaranty Agreement dated the date hereof
between the Insurer and the [ISSUER OR OBLIGOR] (the "Financial Guaranty Agreement"); provided, [ANNUAL
PREMIUM OPTION: that no premium is due and unpaid on this Surety Bond and] that in no event shall such
reinstatement exceed the Surety Bond Limit.  The Insurer will notify the Paying Agent, in writing within five (5)
days of such reimbursement, that the Surety Bond Coverage has been reinstated to the extent of such
reimbursement pursuant to the Financial Guaranty Agreement and such reinstatement shall be effective as of the
date the Insurer gives such notice.  The notice to the Paying Agent will be substantially in the form attached hereto
as Attachment 2.



5. Any service of process on the Insurer or notice to the Insurer may be made to the Insurer at its offices
located at 113 King Street, Armonk, New York 10504 and such service of process shall be valid and binding.

6. The term of this Surety Bond shall expire [ANNUAL PREMIUM OPTION: ,unless cancelled pursuant to
paragraph 9 hereof,] on the earlier of (i) [MATURITY DATE] (the maturity date of the Obligations being currently
issued), or (ii) the date on which the Issuer has made all payments required to be made on the Obligations pursuant
to the Document.

7. The premium payable on this Surety Bond is not refundable for any reason, including the payment prior
to maturity of the Obligations.

8. [OPTIONAL FIRST SENTENCE: This Surety Bond shall be governed by and interpreted under the laws
of the State of (STATE)].  Any suit hereunder in connection with any payment may be brought only by the Paying
Agent within [1 or 3 years] after (i) a Demand for Payment, with respect to such payment, is made pursuant to the
terms of this Surety Bond and the Insurer has failed to make such payment, or (ii) payment would otherwise have
been due hereunder but for the failure on the part of the Paying Agent to deliver to the Insurer a Demand for
Payment pursuant to the terms of this Surety Bond, whichever is earlier.

[NOS. 9 and 11 are OPTIONAL]

9. Subject to the terms of the Document, the Issuer shall have the right, upon 30 days prior written notice to
the Insurer and the Paying Agent, to terminate this Surety Bond.  In the event of a failure by the Issuer to pay the
premium due on this Surety Bond pursuant to the terms of the Financial Guaranty Agreement, the Insurer shall have
the right upon [No. of days] days prior written notice to the Issuer and the Paying Agent to cancel this Surety Bond.
No Demand for Payment shall be made subsequent to such notice of cancellation unless payments are due but shall
not have been so paid in connection with the Obligations.

10. There shall be no acceleration payment due under this Policy unless such acceleration is at the sole option
of the Insurer.

11. This policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of the
New York Insurance Law.

In witness whereof, the Insurer has caused this Surety Bond to be executed in facsimile on its behalf by its duly
authorized officers, this [DATE] day of [MONTH,YEAR]

MBIA INSURANCE CORPORATION

________________________________
President

________________________________
Assistant Secretary

SB-DSRF-9[STATE CODE]
4/95



EXHIBIT A

Surety Bond No. XXXXXX

Bond Year          Maximum Annual Debt Service    

199   to 199  $            

199   to 199  $            

199   to 199  $            



Attachment 1

Surety Bond No.      XXXXXX     

DEMAND FOR PAYMENT

________, 19__

MBIA Insurance Corporation
113 King Street
Armonk, New York  10504

Attention:  President

Reference is made to the Surety Bond No.      XXXXXX      (the "Surety Bond") issued by the MBIA Insurance
Corporation (the "Insurer").  The terms which are capitalized herein and not otherwise defined have the meanings
specified in the Surety Bond unless the context otherwise requires.

The Paying Agent hereby certifies that:

(a) In accordance with the prov isions of the Document (attached hereto as Exhibit A), payment is due to the
Owners of the Obligations on                       (the "Due Date") in an amount equal to $                    (the "Amount Due").

(b)  The [Debt Service Reserve Fund Requirement] for the Obligations is $__________.

(c)  The amounts legally available to the Paying Agent on the Due Date will be $                less than the Amount
Due (the "Deficiency").

(d) The Paying Agent has not heretofore made demand under the Surety Bond for the Amount Due or any
portion thereof.

The Paying Agent hereby requests that payment of the Deficiency (subject to the Surety Bond Coverage)
be made by the Insurer under the Surety Bond and directs that payment under the Surety Bond be made to the
following account by bank wire transfer of federal or other immediately available funds in accordance with the
terms of the Surety Bond: _______________________________________________________

 [Paying Agent's Account]

[PAYING AGENT]

By  ___________________________

Its  ___________________________



Attachment 2
Surety Bond No.

XXXXXX

NOTICE OF REINSTATEMENT

________, 19__

[Paying Agent]

[Address]

Reference is made to the Surety Bond No. XXXXXX (the "Surety Bond") issued by the MBIA Insurance
Corporation (the "Insurer").  The terms which are capitalized herein and not otherwise defined have the meanings
specified in the Surety Bond unless the context otherwise requires.

The Insurer hereby delivers notice that it is in receipt of payment from the Obligor pursuant to Article II
of the Financial Guaranty Agreement and as of the date hereof the Surety Bond Coverage is $               .

MBIA Insurance Corporation

                                                     
President

Attest:                                                      
Assistant Secretary
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