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As General Manager, it’s my pleasure to report on
the vital health of our organization as we focus on
investing in the Bay Area’s future. Fiscal Year
1999 was replete in accomplishments, foremost of
which was the adoption of BART’s Strategic Plan.
The framework for our future, the Strategic Plan is
the basis for everything we now do at BART.
As trends emerge, whether political, social or
economic, BART will apply strategies for
regional cooperation in providing safe, reliable
and customer-friendly transportation.

TueE GENERAL As you read through our Annual Report, you will

R find that our strong financial performance is the

MANAGER’S MESSAGE result of not just well-tuned fiscal decisions, but

the quality, team-oriented performance of the finest transit professionals in the
industry. The people of BART are essential to our organization’s success.

g o

BART began Fiscal Year 1999 by reporting one of the most FINANCIAL
significant year-end savings in our history. Through effective

management, budget efficiencies and excellent bond ratings, STRENGTH
BART saved $10.2 million against the Fiscal Year 1998 AND
operating budget. This is virtually unheard of in the transit

industry. The savings put us a year ahead in our Capital STABILITY
Improvement Program. Our bond ratings continue to excel.

The District’s property tax rate for the year decreased by 24 percent, down to 1.668
cents per $100 of assessed valuation from 2.2 cents. That raised $42 million to pay
down the general obligation bonds used to initially construct BART that were retired
in June 1999.

In June 1999, BART released our proposed Fiscal Year 2000 Short Range Transit Plan
and Capital Improvement Program, which together analyze our operating and capital
funding requirements and strategies through Fiscal Year 2010. The SRTP demon-
strates BART"s financial capacity to provide planned service for future ridership
growth, while the CIP describes how we plan to fund our extensions, renovation and
modernization programs.

We ended Fiscal Year 1999 by announcing that Congress had appropriated $65
million for our BART-SFO project for Fiscal Year 2000. This confidence in BART
demonstrated our commitment to investing in the Bay Area’s future.
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SFO For Fiscal Year 1999, Congress appropriated $40 million for our

BART-to-San Francisco International Airport Extensions Project. The

PROGRESS appropriation ranked BART-SFO among the top ten projects in the

nation. We augmented that with $198.5 million in a local agreement with our funding
partners to aid cash flow and stay on schedule.

In June 1999, BART awarded the San Bruno Station contract for $45.02 million to
Tutor-Saliba/Slattery. Situated next to Tanforan Park Shopping Center, the station will
be integrated into the center and feature a shared pedestrian plaza. This award brought
us to 95 percent of all construction contracted and under way. The last major contract
award for the South San Francisco Station remained for fall 1999.

On June 12, 1999, BART proudly announced completion of the first mile of construc-
tion in South San Francisco. The contractor had completed approximately 4,400 feet of
subway and 930 feet of trackway within the South San Francisco Station shell.
Excavation had begun for the San Bruno Station shell, and work on the SFO aerial
structure had also begun.

By the end of Fiscal Year 1999, BART had 65 percent of our RENOVATIONS
10-year, $1.1 billion Systemwide Renovation Program

under way. This is a significant investment into our future, PROGRESS
helping BART keep pace with increased demand for service while maintaining quality.
When completed, customers will witness a virtual transformation of the BART system.

Among projects completed or under way:

(I Renovated and returned to service the first eight cars of BART’s original
fleet of 439 cars.

[1Installed 19 new “transit duty” escalators in San Francisco stations.

[1Began a $22 million program to renovate 99 more escalators.

[]Installed new swing gates at 20 key stations to make entry easier for bicycles and
customers with mobility impairments.

LI Platform improvements at West Oakland, San Leandro, Hayward and
Walnut Creek stations.

1 Renovated eight stations, for a total of 16 stations now completed.

[ Completed intermodal improvements at the Richmond and El Cerrito Plaza
stations to make bus links more convenient for BART customers.

In addition, contracts were let to:
L1Overhaul 35 elevators in 20 key stations and 24 elevators in 14 non-key stations.
[ IModernize BART’s automatic fare collection system, including 182 ticket
vending machines, 106 addfare machines and 67 fare gates.
[/Renovate the Union City, El Cerrito Del Norte, Lafayette and Powell Street stations.
2
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SYSTEM AND SERVICE BART is developing a state-of-the-art train
IMPROVEMENTS control system that will allow trains to run faster

and closer together. The revolutionary
Advanced Automatic Train Control is the first of its kind in the world. It is based on
military technology that was used to locate and command troops during the Persian
Gulf War in 1991. AATC will go on BART tracks between the Bay Fair and Daly City
stations to improve service through the Transbay Tube.

One way BART is investing in the Bay Area’s future is through “livable community”
projects. Last year, we proceeded with our Intermodal Facility at the Fruitvale Station
as the first step in transforming the area into the new Fruitvale Transit Village. This
transit-oriented redevelopment project in Oakland’s Fruitvale District will include
child care and health care facilities, a senior center, library, housing, retail and office space.

BART, in partnership with Mission Housing Development Corporation and the
San Francisco Transportation Authority, received a Transportation for Livable
Communities Grant to begin implementation of a community-based plan for the 16th
Street Mission Station completed last year which will rebuild the Southwest Plaza in
order to improve public safety and activate the station plaza.

BART has also been working with Mission Economic Development Association,
another Mission District community-based partner, to formulate a similar plan for the
24th Street Mission Station.

The Capitol Corridor Intercity Rail Service CAPITOL CORRIDOR

was officially transferred on July 1, 1998, to
the Capitol Comidor Joint Powers Authority, 1NTERCITY RAIL SERVICE

with BART as the managing agency among the six transportation agencies included
in the JPA. With track improvements completed by Union Pacific, we increased rail
service between Sacramento and Oakland by adding fifth and sixth round-trip trains.

R ]

CUSTOMER Listening to our customers helps BART maintain

C INITIATIVES confidence in our service. We conducted Customer

ARE Focus sessions at BART stations with staff from

Transportation, Customer Service and BART Police, to hear customer input and answer

questions. We also held “town hall” Open Forum sessions in the communities where

BART operates to allow Board members to interact with residents and discuss issues
affecting those communities.
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{ Ticket Exchange windows were established at two major downtown stations to assist
customers with small, left-over BART tickets — the ones with five, ten or 25 cents on
them — which were combined and exchanged for a new ticket ranging from $3 to $20.
This customer convenience brings the exchange service location closer to our riders.

eSSy SO

COMMUNITY BART’s investment in the Bay Area is also demonstrated

through partnerships with community programs that

PARTNERSHIPS promote a sense of dignity and pride. In January 1999,

BART for the first time ran special “Freedom Trains” on the Dr. Martin Luther

King Jr. birthday holiday to bring passengers to a major celebration in San
Francisco. We also provided special BART tickets to rally attendees.

BART also participated in the “Share the Harvest” holiday food drive with four Bay
Area food banks, the Oakland A’s and Grocery Outlet, and with the U.S. Marines in
the annual “Toys for Tots” collection. BART also held our annual Cinco de Mayo
celebration on May 5, hosting this free event with Jocal dignitaries and schools to
celebrate Mexican heritage.

BART engages in several initiatives to ensure safety on the COMMITMENT
TO SAFETY

BART system, including an annual drill with public safety
agencies to hone our skills in emergency response.

We began an Ambassador and Youth Safety program with
the City of Hayward to provide a highly visible deterrent to
crime. The Hayward Police provide escorts for BART
customers from the Hayward Station to their vehicles in
the surrounding neighborhood. The program includes
a youth education component focusing on student safety
while using public transportation.

ON TRACK TO STRONG As we enter Fiscal Year 2000, BART enjoys
PERFORMANCE financial performance that balances fiscal

responsibility with sound investment strategies.
We look forward to continued prosperity by investing in the future of the Bay Area
through effective financial management, progressive transit projects, and continued
reliable service.
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Report of Independent Accountants

To the Board of Directors of San Francisco
Bay Area Rapid Transit District

In our opinion, the accompanying financial statements present fairly, in all material-respects, the
financial position of San Francisco Bay Area Rapid Transit District (the “District™) at June 30, 1999
and 1998, and the results of its operations, changes in fund equity and cash flows for the years then
ended in conformity with generally accepted accounting principles. These financial statements are the
responsibility of the District’s management; our responsibility 1s to express an opinion on these
financial statements based on our audits. We conducted our audits in accordance with generally
accepted auditing standards and Government 4uditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in-the financial statements,
assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion expressed above.

In accordance with Government Auditing Standards, we have also 1ssued reports dated October 8,
1999, on our consideration of the District’s internal control structure and on-its compliance with laws

and regu!fons.
/ ‘ .

/

LeA

October 8, 1999
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BALANCE SHEET STATEMENTS OF REVENUES AND EXPENSES
JunE 30, 1999 AND 1998 FOR THE YEARS ENDED JUNE 30, 1999 AnND 1998
(IN THOUSANDS) (IN THOUSANDS)
1999 1998 1999 1998
Assets
Cucrreltllt aszetszh ivalent: $ 51365 $ 95553 Operating revennes:
asi and cash equiva ents N »
Inyestments 2302 5350 Fares $ 173,484 $ 163,098

Other (including investment income and net change in fair value

Total cash, cash equivalents and investments (including restricted of investrents) 17,215 15,261
cash and investments of $6,002 in 1999 and $5,349 in 1998) 53,667 97,903
Deposits held by trustee - restricted 70,470 34,122 Total operating revenues 190,699 178,359
Capital grants recejvable - restricted 101,885 97,584
Other receivables 12,327 11,819 Operating expenses:
Materials and supplies 25,516 24,371 Transportation 86,872 86,696
Total current assefs 263,865 265,799 Maintenance 123,730 122,537
Police services 22,097 22,418
Restricted and designated cash and investments: Construction and engineering 15,275 12,771
g“’esggen,ts fotf eZ%Pital’n‘Iifbtt and other purposes 3%332 2???22 General and administrative 77,556 81,759
oard designated investments , , L. ..
Capital grants receivable - restricted 48,705 ) Depreciation and amortization 62,893 60,549
Facilities, property and equipment, net 3,606,616 3,243,653 .
Other receivables 33,122 36276 Total operating expenses 388,423 386,730
Total assets $ 4,291,015 § 3,825,230 Less capitalized costs (31,439) (29,969)
Liabilities and fund equity
Current liabilities: Net operating expenses 356,984 356,761
Current portion of long-term debt $ 13335 § 53,620
Accounts payable and other liabilities 106,934 90,195 Operating loss (166,285) (178,402)
Current portion of self-insurance liabilities 9,158 8,720
Deferred tevenue . o 6,612 3,768 Nonoperating income (expense):
Current portion of capital lease liability 3,154 3,154 Transactions and use tax (sales tax) 151,806 144,675
Total current liabilities 139,193 159,457 Property tax 53,449 59,934
Contracts payable - restricted assets 71,098 46,021 State financial assistance 192 1,075
Self-insurance liabilities 19,849 21,952 Local financial assistance 259 588
Commercial paper notes payable 100,000 - Other investment income 13,833 9,396
Long-term debt, net 508,236 516,528 Interest expense (23,507) (27,190)
Long-term portion of capital lease liability 33,122 36,276 Other expense, net (620) (754)
Total Habilities 871,498 780,234 .
Total nonoperating icome, net 195,412 187,724
Commitments and contingencies (Note 12)
Fund equity: Net income $ 29127 $ 9322
Contributed capital 2,365,542 2,048,132
Retained earnings 1,053,975 996,864
Total fund equity 3,419,517 3,044,996
Total liabilities and fund equity $ 4,291,015 $ 3,825,230

The accompanying notes ave an integral part of these financial statements.




STATEMENTS OF CHANGES IN FUND EQuiTy
FOR THE YEARS ENDED JUNE 30, 1999 aAND 1998

(IN THOUSANDS)

Balances, July 1, 1997 (restated)

Net income
Other additions (deductions):
Contributed capital
Depreciation of assets acquired with
contributed capital

Balances, June 30, 1998

Net income
Other additions (deductions):
Contributed capital
Depreciation of assets acquired with
contributed capital

Balances, June 30, 1999

The ggcompa?lyingszm‘esgfr:e an integral

part o)

Total
Contributed Retained Fund
Capital Earnings Equity
$ 1,920,048 $ 960,815 § 2,880,_863
- 9,322 9,322
154,811 - 154,811
(26,727) 26,727 -
2,048,132 996,864 3,044,996
- 29,127 29,127
345,394 - 345,394
(27,984) 27,984 -
$ 2,365,542 § 1,053,975 $ 3,419,517

f these financial statements.

=

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 1999 anD 1998
(IN THOUSANDS)

Cash flows from operating activities:
Operating loss
Less investment income included in operating revenue

Operating loss excluding investment income

Adjustments to reconcile operating loss to net cash used in operating
activities:
Depreciation and amortization of deferred charges
Net effect of changes in:
Receivables
Materials and supplies
Accounts payable and other liabilities
Self-insurance liabilities
Defeired revenue
Net cash used 1 operating activities

Cash flows from noncapital financing activities:
Transactions and use tax received
Property tax received
Fmancial.assistance received

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:
Transactions and use tax received
Property tax received
Interest paid on debt
Capital grants received
Principal paid on long-term debt
Proceeds from issuance of commercial paper notes
Proceeds from issuance of sales tax revenue bonds
Issuance costs for sales tax revenue-bonds
Expenditures for facilities, land, property and equipment
Other, net

Net cash provided by capital and related financing activities

Cash flows from investing activities:
Proceeds from sale and maturity of investments
Purchase of investments
Interest on investments

Net cash used in investing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents, begihning of year
Cash and cash equivalents, end of year

Noncash investing capital and financing activity:
Insubstance defeasance of debt

Déferred charges on early bonds retirefnent
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1999 1998
$ (166,285) $ (178,402)
(8,395) (9,956)
(174,680)  (188,358)
65,378 61,388
(53,515)  (12,777)
(1,145) (3,519)
16,739 10,954
(1,665) 6,423
2,844 (122)
(146,044)  (126,011)
109,565 117,129
14,438 13,358
451 1,663
124,454 132,150
42,41 27,546
39,011 46,576
(30,166)  (25,380)
345,394 154,811
(53,620)  (299,912)
100,000 -
- 348,510
- (4,824)
(392,186)  (200,077)
5 125

50,679 47,375
763,749 700,990
(859,254)  (766,332)
22,228 18,977
(73,277)  (46,365)
(44,188) 7,149
95,553 88,404

$ 51,365 $ 95553
$ _ - $ 155,115

$ -

S 7767
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1. SIGNIFICANT ACCOUNTING POLICIES

Description of reporting entity

The San Francisco Bay Area Rapid Transit District (the District) is a public agency created by the legis-
lature of the State of California m 1957 and regulated by the San Francisco Bay Area Rapid Transit
District Act, as amended, and subject to transit district law as codified in the California Public Utilities
Code. The disbursement of funds received by the District is controlled by statutes and by provisions of
various grant contracts entered into with federal, state and local agencies.

The District has defined its financial reporting entity in accordance with Government Accounting
Standards No. 14, which states that the financial reporting entity should consist of (a) the primary
government, (b) the organizations for which the primary government is financially accountable, and (c)
the other organizations for which the nature and significance of their relationship with the primary gov-
ernment are such that exclusion would cause the reporting entity’s financial statements to be misleading
or incomplete. Based on this definition, the financial statements of the District (the ptimary government)
include those of the Transit Financing Authority (the Authority), a component unit.

Basis of accounting and presentation
The accrual basis of accounting is used by the District. Under this method, revenues are recognized when
earned and expenses are recognized when they are incurred.

The financial statements of the District are presented as an enterprise fund and are accounted for in
separate fimds, principally the Operating Fund, Construction Fund and Debt Service Fund. Such funds
are combined for financial reporting purposes in order to present the financial position and results of
operations of the District as a whole.

Reclassifications
Certain reclassifications have been made to the prior year financial statements to conform to the current
year’s presentation. These reclassifications had no effect on previously reported fund equity.

Cash and cash equivalents

The District considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents. Deposits held by trustee and investments restricted for Board
designated purposes are treated as investments.

Investments
Tnvestments are stated at fair value. As a matter of policy, the District holds investments until their maturity.

Deposits held by trustee
Deposits held by trustee, consisting of cash and investments, are held by trustee banks in accordance
with the District’s various bond and note mdentures and for general debt service requirements.

Restricted and designated cash and investments

Certain cash and investments are classified as restricted and designated assets on the balance sheets
because their use is limited, either by certain bond covenants or by the Board of Directors’ designations.
The use of these finds is restricted for use in construction or for debt service payments.

Materials and sapplies

Materials and supplies consist primarily of replacement parts for the system and rail velucles. Materials
and supplies are stated at cost, which approximates market, using the average-cost method. Materials and
supplies are expensed as consumed.

Facilities, property and equipment

Facilities, property and equipment are stated at cost and depreciated usmg the straight-line method over
the estimated useful lives of the assets. Depreciation expense on assets acquired with capital grant funds
is transferred to contributed capital after being charged to operations.

Major improvements and betterments to existing facilities and equipment are capitalized. Costs for
maintenance and repairs which do not extend the useful life of the applicable assets are charged to
expense as incurred. Upon disposition, costs and accumulated depreciation are removed from the
accounts and resulting gains or losses are included in operations.

The District capitalizes certain interest income and expense related to tax-free borrowings. The net effect
of such interest capitalization was to increase expenditures for facilities, property and equipment by
$8,593,000 and $1,355,000 during the years ended June 30, 1999 and 1998, respectively, for the
difference between interest income and mterest expense from applicable borrowings.

Compensated absences
Compensated absences are accrued and reported as a liability in the period earned.

Fare operating revenue

Fare operating revenues are earned as passengers utilize the train service. Deferred revenue includes
unearned passenger revenue which is an estimate of passenger tickets purchased which have not yet
been used as well as unearned revenue related to license fees paid by telecommunication comparues for
the use of the District’s right-of-way for wireless accessibility to their customers.

Contributed capital

The District receives grants from the Federal Transit Admimstration (“FTA”) and other agencies of the
US. Department of Transportation, state, and local transportation funds for the acquisition of transit-
related equipment and improvements. Capital grants are recognized as donated capital to the extent that
costs under the grant have been incurred and recorded as assets. Capital grant funds earned, less amor-
tization equal to accumulated depreciation of the related assets, are included in contributed capital.

Transactions and use tax (sales tax) revenune

State of California legislation authorizes the District to impose a 1/2% transaction and use tax within
District boundaries which is collected and administered by the State Board of Equalization. Of amounts
available for distribution, 75% is paid directly to the District’s trustee for the purpose of paying bond
interest, principal and expenses. Monies not required for these purposes are transmitted to the District.
The remaining 25% is allocated by the Metropolitan Transportation Commission (“MTC”) to the
District, the City and County of San Francisco, and the Alameda-Contra Costa Transit District for
transit services. The District records the total transactions and use taxes earned (including amounts paid
to the trustee) as revenue.

Property taxes, collection and maximum rates

The State of California Constitution Article XIILA. provides that the general purpose maximum
property tax rate on any given property may not exceed 1% of 1its assessed value unless an additional
amount for general obligation debt has been approved by voters. Assessed value is calculated at 100%
of market value as defined by Article XIIT.A. and may be adjusted by no more than 2% per year unless
the property is sold or transferred. The State Legislature has determined the method of distribution of
recelpts from a 1% tax levy among the counties, cities, school districts and other districts, such as the
District.

The District receives property tax revenues to meet the debt service requirements of its General
Obligation Bonds. The District also receives an allocation of property tax revenues for transit operations.
San Francisco, Alameda and Contra Costa Counties assess properties and bill for, collect, and
distribute property taxes. Property taxes are recorded as revenue and receivables, net of estimated
uncollectibles, in the fiscal year of levy.
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Financial assistance grants
Financial assistance grants are accrued as other revenue in the period to which the grant applies.

Collective bargaining
Approximately 87% of the District’s employees are subject to collective bargaining, The current labor
contracts expire on June 30, 2001.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
Tequires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of thé financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

2. CASH AND INVESTMENTS

The District maintains a cash and investment pool that includes cash and investments available for
general use and restricted for Board-designated purposes.

Investments balance at June 30, 1997 and investment income for the year ended June 30, 1997 have been
restated to conform with the Governmental Accounting Standards Board No. 31 (GASB 31),
Accounting and Financial Reporting for Certain Investments and for the External Investment Pools,
which required mvestments to be recorded at far value with the difference between cost and fair value
recorded as an unrealized gain or loss. The effect of the restatement on the June 30, 1997 financial state-
ments was a $1,135,000 decrease in investment income and net change in fair value of investments and
a $664,000 increase i investments and retained earnings.

Deposits

The carrying amount of the District’s deposits with banks and cash on hand was $9,574,000 and
$6,866,000 at June 30, 1999 and 1998, respectively. The corresponding bank balance was $10,841,000
and $10,067,000 at June 30, 1999 and 1998, respectively. Of the bank balance, $500,000 and $300,000
for 1999 and 1998, respectively, was insured by federal depository msurance or collateralized by secu-
rities held by the District’s agent in the District’s name, and $10,341,000 (1998, $9,768,000) is required
by Section 53652 of the California Government Code to be collateralized 110% by the pledging finan-
cial institutions. Such collateral is not.required to be in the District’s name.

Investments

State of California statutes and District policy authorize the District to invest in obhigations of the U.S.
Treasury, its agencies and instrumentalities, bankers’ acceptances, repurchase and reverse repurchase
agreements, and the State Treasurer’s investment pool.

. @

The District’s investments are categorized below to give an mdication of the credit risk assumed by the
Dustrict at June 30, 1999. Category 1 mcludes investments that are insured or registered or for which
the securities are held by the District or its agent in the District’s name. Category 2 includes unmnsured
and unregistered investments for which the securities are held by the broker’s or dealer’s trust depart-
ment or agent in the District’s name. The District’s mvestment pools are reported at fair value. The net
increase in. the fair value of investments at June 30, 1999 was $490,000.

(in thousands)
1999 1998
Fair Fair
Category Value Category Value
2 1 2
Money market $ - % 9910 $ 9910 $ - $ 998 § 998
U.S Treasury bills - - - - 15,314 15,314
U.S. Treasury funds - 60,560 60,560 - 17,810 17,810
Federal agency
obligations 331,353 - 331,843 324,863 - 325,901
Repurchase agreements 33,810 - 33,810 26,061 - 26,061
Total $ 365,163 $ 70,470 436,123 $ 350,924 $ 34,122 386,084
Cash on hand 1,394 960
Time and demand deposats 3,286 (1,423)
Investment 1n California local
agency investment fund 15,000 15,000
Total $ 455,803 $ 400,621
Reported as:
Cash and cash equivalents $ 51,365 $ 95,553
Investments - current 2,302 2,350
Payroll and other habilities (representing
cash overdraft) (7,041) (10,906)
Deposits held by trustee-restricted-
current and long-term 70,470 34,122
Investments restricted for
capital purposes 327,563 268,350
Investments restricted for
Board designated purposes 11,144 11,152
Total $ 455,803 $ 400,621

The Board of Directors of the District have designated the following amounts, consisting of
investments, as a reserve of fund equity for the following purposes (in thousands):

1999 1998
Basic system completion $ 641 $ 659
‘System improvement 1,503 1,493
Self-insurance 9,000 9,000
Total $ 11,144 11,152
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3. FACILITIES, PROPERTY AND EQUIPMENT

Facilities, property and equipment at June 30, 1999 and 1998 are summarized as follows (in thousands):

Lives
(Years) 1999 1998

Land $ 242,186 $ 242,186
Improvements 80 1,849,781 1,813,305
System-wide operation and control 20 388,897 280,075
Revenue transit vehicles 30 586,946 559,691
Service and miscellaneous equipment 3-20 48,566 41,386
Capitalized construction and start-up costs 30 98,339 98,337
Repairable property items 30 22,562 23,371
Capital leases 30 53,366 53,366

3,290,643 3,111,717
Less accurmulated depreciation and amortization (944,187)  (884,522)

2,346,456 2,227,195
Construction-in-progress 1,260,160 1,016,458

Total $ 3,606,616 § 3,243,653

Total depreciation and amortization expense amouunted to $62,893,000 and $60,549,000 for the years
ended June 30, 1999 and 1998, respectively.

The District is currently involved in construction of Phase 1 of an extension project that will add 35
mles of track and 10 new stations to the system at a total cost of approxmmately $2,936,000,000. The
Dublin/Pleasanton, Pittsburg/Bay Point and Colma station extensions are open and in revenue service.
Completion of the San Francisco airport extension is anticipated by July 2002. The District anticipates
funding for Phase 1 will come from the federal government ($878,000,000), State of California
($633,000,000), San Mateo County ($473,000,000), Alameda and Contra Costa Counties
($321,000,000), bridge tolls ($144,000,000), San Francisco International Airport ($200,000,000), and
the District ($111,000,000), with the source for the remaining $176,000,000 of funding yet to be
identified.

The District has entered into contracts for the construction of various facilities and equipment totaling
approximately $980,047,000 at June 30, 1999.

4. Risk MANAGEMENT

The District is fully self-insured for workers’ compensation claims and partially self-insured for public
liability and property damage. The self-insured maximum for public liability and property damage
clams is $5,000,000 for any one occurrence. Claims in excess of self-insurance retentions are covered
up to an additional $195,000,000 by insurance policies.

The self-insurance programs are administered by independent claims adjustment firms. The liability is
based, in part, upon the independent adjustment firms’ estimate of reserves necessary for the settlement
of outstanding claims and related administrative costs, and includes clamns that have been meurred but
not yet reported. Such reserves are actuanially determined and subject to periodic adjustment as condi-
tions warrant.
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The estimated liability for insurance claims at June 30, 1999 is believed to be sufficient to cover any
costs arising out of claims filed or to be filed for accidents which occurred through that date.

Claim expenses and liabilities are reported when it is probable that a loss has occurred and the amount
of that loss can be reasonably estimated. These losses include an estimate of claims that have been
incurred but not yet reported.

At June 30, 1999, the amount of these liabilities was $29,007,000. This liability is the District’s best
estimate based on available information. Changes in the reported liability smce the beginmng of the
respective fiscal year are as follows (in thousands):

1999 1998
Liability at beginning of year $ 30,672 $ 24,249
Current year claims and changes in estimates 5,972 12,003
Payment of claims (7,637) (5,580)
Liability at end of year $ 29,007 $ 30,672

5. JOINT EXERCISE OF POWERS AGREEMENTS

Transit Financing Authority

The Joint Exercise of Powers Agreement (the “Agreement”), dated August 1, 1991, between the
District and MTC provided for the creation of the Transit Financing Authority (the “Authority”), a
public instrumentality of the State of California. The term of the Agreement is for ten years, unless
extended or earlier terminated. The Authority was formed for the purpose of providing financing and
contracting for public transit improvements, including the refinancing of prior indebtedness and
acquiring, selling and financing public capital improvements, working capital, labdlity and other
insurance needs, and for the specific purpose of assisting in financing the District’s East Bay and West
Bay extensions.

The governing board of the Authority consists of two members each from the District and MTC.
Neither the District nor MTC is responsible for any debt, liabilities and obligations of the Authority.
At the end of the term or upon the earlier termination of the Agreement, all assets of the Authority
shall be distributed to the two participants, and any surplus money on hand shall be returned to these
participants in proportion to their respective contributions to the Authority.

The District has not contributed any assets to the Authority since inception and has only a residual
equity interest as mentioned above. Because the District is not an investee in the Authority, the
equity method is not considered appropriate.

The Authority has undertaken a commercial paper program to fund a portion of the costs of acquir-
ing and constructing the District’s extension project to the San Francisco International Airport. Under
the program, in December 1998, the Authority 1ssued its Commercial Paper Notes, Series A, and
Commercial Paper Notes, Series B, in the aggregate amount of $100,000,000. As of June 30, 1999,
all notes issued remained outstanding.

At June 30, 1999, the Authority had assets consisting of unused cash proceeds m the amount of
$34,000,000 and advances to the SFO extension project in the amount of $66,000,000 for the
payment of project related costs. The Authonity’s liabilities consisted entirely of the $100,000,000 of
commercial paper notes payable.

Capitol Corridor Joint Powers Authority
The Joint Exercise of Powers Agreement (the “Agreement”) dated December 31, 1996, between the
District and five other transportation authorities in surrounding counties (“Agencies”) provided for




NOTES TO FINANCIAL STATEMENTS ¢« BART ANNUAL REPORT 1999

the creation of the Capitol Corridor Joint Powers Authority (the “Authority), a public instrumentality
of the State of California. The term of the Agreement is for three years, unless extended or termmated
earlier. The Authority was formed for the purpose of admmnistering and managing the operation of the
Capitol Corridor Rail Service as part of the California intercity passenger rail system. The District is the
managing agency of the Authority and m that capacity shall provide all necessary admmistrative
support to the Authority.

The governing board of the Authority consists of six members from the District and two members from
each of the five other Agencies. Neither the District nor the other Agencies are responsible for any debt,
liabilities and obligations of the Authority.

At the end of the term or upon the earlier termination of the Agreement, all assets of the Authority shall
be distributed to the six participants, and any surplus money on hand shall be returned to these partici-
pants in proportion to their respective contributions to the Authority.

The District has not contributed any assets to the Authority. Because the District is not an investee in the
Authority, the equity method is not considered appropriate.

On July 1, 1998, the District became the administrator of the Capitol Corridor Jomt Powers Authority.
The District incurred $737,000 of start-up expense from inception to June 30, 1998 and ml in fiscal year
ending June 30, 1999. During fiscal year 1999, the District was reimbursed in the amount of $185,000
relating to start-up expenses.

Technology Reinvestment Project

In 1994, the District and the joint venture of Hughes Transportation Control Systems, Inc. (“Hughes™),
and Morrison Knudsen Train Control, Inc. (“HMXK”) entered into a memorandum of understanding
(“MOU”) to form an alliance (“Alliance”) to develop a cost-effective, highly reliable and safe train
control system for passenger and freight-carrying trains. The project is funded under the Technology
Reinvestment Project managed by the Advanced Research Projects Agency (“ARPA”). The Federal
Transit Administration (“FTA”) has agreed to manage and oversee the project on behalf of ARPA. This
project has an initial term of 29 months.

During fiscal year 1998, the Alliance was reorganized. Hughes and HMK withdrew and were replaced
by Harmon Industries, Inc. (“Harmon™). In August 1998, a MOU was executed between the District and
Harmon which replaced the 1994 MOU between the District and the joint venture of Hughes and HMK.

Under the new Alliance, the project is governed by an executive committee which will consist of six
members: two appomted by the District, three appointed by Harmon, and one appomted by the FTA.
The executive committee will be chaired by the District’s general manager or designee.

The District’s participation in this project is in the form of in-kind contributions which consist primarily
of Tabor costs and direct costs that are partially reimbursable by the Alliance. As of June 30, 1999 and
1998, the District had provided the Alhance with approximately $12,758,000 in cumulative in-kind
contributions and had incurred approximately $13,090,000 and $5,576,000 of cumulative costs,
respectively, $948,000 of which were reimbursed by the Alliance.

Paratransit Consortium

In 1994, the District and the Alameda-Contra Costa Transit District (“AC Transit”) executed a Joint
Exercise of Powers Agreement establishing the East Bay Paratransit Consortium (the “Consortium”).
The purpose of the Consortium is to enable the District and AC Transtt to jomtly administer ADA para-
* transit services in the service area overlapped by the Dastrict and AC Transit. The Consortium receives
operating subsidies of State Transit Assistance funds administered by the MTC. The project receives
direction from the Service Review Committee, which consists of the general manager (or désignee)
from each member agency.
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For the year ended June 30, 1999, MTC established AC Transit as the lead agency responsible for
administering the ADA paratransit services. The lead agency 1s rotated annually.

The District recetved approximately $192,000 and $551,000 from MTC in fiscal year 1999 and 1998,
respectively.

6. LONG-TERM DEBT

Long-term debt at June 30, 1999 and 1998 is summanzed as follows (in thousands):

1999 1998
1962 General Obligations Bonds $ - $ 41,125
1990 Sales Tax Revenue Refunding Bonds - 76,034 81,755
1991 Sales Tax Revenue Bonds 11,435 13,205
1995 Sales Tax Revenue Bonds 102,550 105,620
1998 Sales Tax Revenue Bonds 348,510 - 348,510
538,529 590,215
Less:
Unamortized bond discount and issuance costs (12,297) (12,921)
Deferred charges on insubstance defeasance (4,661) (7,146)
Current portion (13,335) (53,620)
Long-term portion of bonds 508,236 516,528
Commercial paper notes payable 100,000 -
Net long-term portion of debt 3 608,236 $ 516,528

Bond and note discount and issuance costs are amortized over the life of the related debt.

1962 General Obligation Bonds

In 1962, voters of the member counties of the District authorized a bonded indebtedness totaling
$792,000,000 of General Obligation Bonds maturing through 1999, with interest rates ranging from
1.5% to 6%. Payment of both principal and interest is provided by the levy of District-wide property
taxes. In June of 1999, the outstanding balance was paid in full.

1990 Sales Tax Revenue Refunding Bonds (the 1990 Bonds)

In July 1990, the District issued sales tax refunding bonds totaling $158,478,000. The 1990 Bonds are
special obligations of the District payable from and collateralized by a pledge of the sales tax revenues.
At June 30, 1999, the 1990 Bonds consist of $45,755,000 of current interest serial bonds due from 1999
to 2011 with interest rates ranging from 6.6% to 6.75% and $30,279,000 of capital appreciation serial
bonds ($16,828,000 origmal amount) with yields of 6.65% to 6.75% due from 2002 to 2005. Interest
on the capital appreciation bonds is payable at maturity. For financial reporting purposes, accrued
interest is added to the principal balance.

1991 Sales Tax Revenue Bonds (the 1991 Bonds)

The 1991 Bonds were issued in August 1991 in the amount of $56,010,000 and are special obligations
of the District, payable from and collateralized by a pledge of sales tax revenues. At June 30, 1999, the
1991 Bonds consist of $8,760,000 of serial bonds due from 1998 to 2002 with interest rates ranging
from 6.0% to 6.3% and of $2,675,000 of term bonds due in 2003 with an interest rate of 6.4%.
Additionally, the 1991 Bonds. maturing after June 30, 2001 are redeemable, & the opﬁon of the District,

- atpiicestanging from 100% to 102%.
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1995 Sales Tax Revenue Bonds (the 1995 Bonds)

In June 1995, the District issued sales tax revenue bonds totaling $135,000,000 to provide funds for
certain capital improvements including rehabilitation of District vehicles and facilities and energy
conservation measures. The bonds are special obligations of the District, payable from and collateral-
ized by a pledge of sales tax revenues. At June 30, 1999, the 1995 Bonds consist of $52,275,000 seral
bonds due from 1999 to 2011 with interest rates ranging from 4.6% to 5.7% and $50,275,000 of term
bonds due from 2012 to 2020 with an interest rate of 5.5%. The District is required to make sinking
find payments on the term bonds beginning on July 1,2012. In addition, the 1995 Bonds maturing after
TJune 30, 2006 will be redeemable after July 1, 2005 at the option of the District at prices ranging from
100% to 101%.

1998 Sales Tax Revenue Bonds (the 1998 Bonds)

In March 1998, the District issued sales tax revenue bonds totaling $348,510,000 to provide funds for
certain capital improvements, including rehabilitation of the District’s vehicles and facilities to repay
obligation of approximately $49,645,000 related to a lease of certain telecommunications equipment,
and to refund certain ouistanding bonds with principal amounts of $155,115,000 to achieve debt serv-
ice savings. The bonds are special obligations of the District payable from and collateralized by a pledge
of sales tax revenues. At June 30, 1999, the 1998 Bonds consist of $156,140,000 serial bonds due from
2000 to 2018 with interest rates ranging from 3.65% to 5.25% and $79,105,000 of the term bond due
Tuly 1, 2023 with interest rate of 4.75% and $113,265,000 of term bond due July 1, 2028 with interest
rate of 5%. The District is required to make sinking find payments on the term bond due July 1, 2023
beginning on July 1, 2019 and on the term bond due July 1, 2028 beginning on July 1, 2024. In addi-
tion, the 1998 bonds maturing after June 30, 2009 may be redeemed prior to their respective maturities
after June 30, 2008 and at the option of the District at prices ranging from 100% to 101%.

Defeased Bonds

No bonds were defeased during fiscal year 1999. In March 1998, the District defeased several bonds
by placng part of the proceeds of the 1998 Sales Tax Revenue Bonds in an irrevocable trust to provide
for firture debt service payments on these bonds. The advance refunding met the requirement of an
insubstance debt defeasance, and the term bonds were removed from the District’s long-term debt.
Accordingly, the Trust account assets and Liabilities for the defeased bonds are not included m the
District’s fmancial statements. As a result of the advance refunding, the District reduced its total debt
service requirement by $16,644,000 which resulted in an economic gain (the difference between the
present value of the debt service payments on the old and new debt) of $10,721,000. As of June 30,
1998, the amount of defeased debt outstanding and removed from the long-term debt was as follows (in
thousands):

1998
Defeasance
1990 Sales Tax Revenue Refunding Bonds $ 56,215
1991 Sales Tax Revenue Bonds 37,200
1993 Sales Tax Revenue Notes 38,085
1995 Sales Tax Revenue Bonds 23,615
Total defeased $ 155,115

The District deferred interest expenses of $7,767,000 related to the defeasance of certain bonds. These
deferred charges are recorded as a reduction of the new 1998 bonds and are amortized over the life of
the defeased bonds. Amortization expense on these deferred charges was $2,485,000 and $621,000 for
1999 and 1998, respectively.

Arbitrage Bonds

The District is subject to certain bond covenants, including the rules set forth by IRS code section 148a
which requires that interest earned on the proceeds of & bond issuance does not exceed the interest
expense related to those bonds, which qualifies those bonds as arbitrage bonds. Any excess interest
income is subject to a 100% tax and is payable to the federal government. As of June 30, 1999, the
District had an arbitrage lhability related to the 1998 Bonds in the amount of $475,000, payable no later
than May 12, 2003.

Commercial Paper Notes

In December 1998, the Board amended the District’s existing commercial paper program such that total
issuance under this program may not exceed $300,000,000 and any proceeds from the offerings were
to be used for the specific purpose of funding a portion of the costs of acquiring and constructing the
District’s extension project to the San Francisco International Airport. Under this program, the District
is able to issue commercial paper notes at prevailing interest rates for periods of maturity not to exceed
270 days.

To provide liquidity for the program, the District maintains three lines of credit facilities with
commercial banks, totaling $309,000,000. Drawing under these agreements is restricted to payment of
maturing commercial paper notes and related interest. There were no borrowings oufstanding under
these agreements as of June 30, 1999.

At June 30, 1999, $100,000,000 in commercial paper notes was outstanding, with terms of 12 to 148
days and interest rates ranging from 2.60% to 4.15%. Matured notes will be refinanced via the subse-
quent sale of additional notes until final redemption is due upon receipt of the last $100,000,000 of
federal funding grant monies related to the SFO extension, which is expected to be no earlier than the
year 2004. Unused proceeds as of June 30, 1999 totaled $34,000,000.

Debt Repayments
The following is a schedule of long-term debt principal payments required as of June 30, 1999
(in thousands):

Commercial
Paper
1990 1991 1995 1998 Notes Total

Year ending June 30:
2000 $ 8195 $ 1935 § 3205 $ - $ - $ 13,335
2001 8,785 2,090 3,355 820 15,050
2002 8,274 2,270 3,510 845 14,899
2003 7,783 2,465 3,680 880 14,308
2004 7,323 2,675 3,860 915 14,773
Thereafter 35,674 - 84,940 345,050 100,000 565,664
$ 76,034 $ 11435 $ 102,550 $ 348,510 $ 100,000 638,529

Less:

Unamortized bond discount and issuance cost 12,297
Unamortized deferred charges on insubstance defeasance 4,661
Current portion 13,335
Net long-term portion $ 608,236
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7. FEDERAL GRANTS

The U.S. Department of Transportation provides financial assistance to the District for capital projects,
planning and technical assistance. Grants which were active during the year ended June 30, 1999 arer
summarized as follows (in thousands):

San Francisco
Airport Other
Extension Capital
Project Projects
Total approved project costs $ 1,054,000 3§ 434,215
Total approved federal funds $ 113,726 $ 337,984
Less cumulative amounts earned 227,431 248,689
Remaining amount available under federal grants $ (113,705) $ 89,295

The San Francisco Airport Extension Project is covered by a Federal Full Funding Grant Agreement
which authorizes the District to incur costs or expend local funds prior to an award of Federal funding
assistance without prejudice to possible future Federal participation.

8. LOCAL AND STATE FINANCIAL ASSISTANCE

The District receives local operating and capital assistance from Transportation Development Act Funds
(“TDA>). For the years ended June 30, 1999 and 1998, TDA assistance was $259,000 and $588,000,
respectively, all of which was used for operating assistance. These funds are received from the counties
of Alameda and Contra Costa to meet, in part, the District’s operating requirements based on annual
claims filed by the District and approved by MTC.

The District receives state operating and capital assistance from State Transit Assistance Funds (“STA”).
For the years ended June 30, 1999 and 1998, STA assistance was $192,000 and $1,075,000, respectively,
all of which was used for operating assistance. These funds are allocated by MTC based on the ratio of
the District’s transit operation revenue and local support to the revenue and local support of all state
transit agencies.

9. EMPLOYEES’ RETIREMENT PLAN

Plan Description

All permanent employees are eligible to participate in the Public Employees’ Retirement Fund (Fund)
of the State of California’s Public Employees’ Retirement System under the Miscellaneous Plan and the
Safety Plan of the San Francisco Bay Area Rapid Transit. The Fund is an agent multiple-employer
defined-benefit retirement plan that acts as a common investment and administrative agent for 1,386
local and state governmental agencies within the State of California. The Fund provides retirement, dis-
ability, and death benefits based on the employee’s years of service, age and compensation. Employees
vest after five years of service and may receive retirement benefits at age 50. These benefit provisions
and all other requirements are established by State statute and District ordinance.
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All investments are reported at fair value. The fair value of investments i securities is generally based
on published market prices and quotations from major investment firms. Many factors are considered
in arriving at fair value. In general, however, corporate bonds are valued based on yields currently avail-
able on comparable securities of issuers with similar credit ratings. Investments in certain restricted
common stocks are valued at the quoted market price of the issuer’s unrestricted common stock less an
appropriate discount. Investments held in internal investment pools have been reported at farr value.

Mortgages are valued on the basis of their future principal and interest payments discounted at
prevailing interest rates for similar instruments. The fair value of real estate investments, principally
rental property subject to long-term net leases, are estimated based on independent appraisals. Short-
teim investments are reported at fair value, when available, or at cost plus accrued interest, which
approximates market value when market values are not available. For investments where no readily
ascertainable market value exists, management i consultation with its investment advisors has deter-
mined the fair values for the individual investments.

Each plan 1ssues a publicly available financial report that includes financial statements and required
supplementary mformation for that plan. Those reports may be obtained by writing or calling the Plan:
California PERS, PO. Box 942709, Sacramento, CA 94229-2709, (916) 326-3420.

Funding Policy

The Plan’s funding policy provides for periodic District contributions at actuarially-determined amounts
sufficient to accumulate the necessary assets to pay benefits when due as specified by ordinance. The
individual entry age normal method is used to determme the normal cost, and beginning on July 1, 1997,
the unfunded actuarial accrued surplus or liability (past service liability) 1s amortized as a level per-
centage of future covered payroll over 13 and 2 years for the Miscellaneous Plan and the Safety Plan,
respectively. District contributions for the year ended June 30, 1999 to cover normal cost and to
amortize the unfunded actuarial accrued surplus approximated 5.495% and 5.341% of covered payroll
for the Miscellaneous Plan and the Safety Plan, respectively.

The District was not required to make a contribution to the Fund for covered employees for the year
ended June 30, 1999 due to a surplus of the District’s portion of the Fund’s net assets over the District’s
pension benefit obligation caused by a change in 1988 in the actuarial valuation method and an actual
rate of return on investment assets that exceeded the assumed rate.

The District’s covered payroll for employees participating in the Fund for the years ended June 30, 1999
and 1998 was $168,902,000 and $164,342,000, respectively. The District’s 1999 and 1998 payroll for
all employees was $190,699,000 and $188,024,000, respectively. The District, due to a Collective
Bargaining Agreement, also has a legal obligation to contribute an additional 9% for public safety
personnel and 7% for miscellaneous covered employees. Employees have no obligation to. contribute to
the Fund.

Since the District had made the actuarially-determmed required contributions smce 1988, the pension
Hability or asset was zero at June 30, 1999, m accordance with GASB 27, Accounting for Pensions by
State and Local Governmental Employers.
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Funding Status and Annual Pension Cost
Three-Year Trend Information for the Fund (in thousands):

Fiscal Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC) Contributed Obligation
Miscellaneous Plan: June 30, 1997 $ - - 3 -
June 30,1998 $§ 9,150 100% $ -
June30,1999 $ 8,799 100% $ -
Safety Plan: June 30, 1997 § - - $ -
June 30, 1998 $ 364 100% $ -
Jupe 30, 1999 $ 497 100% $ -

The required contribution was determined as part of an actuarial valuation performed as of June 30,
1997, the latest available for the Fund. The significant actuarial assumptions used in the 1997 valuation
to compute the pension benefit obligation were an assumed rate of return on investment assets of 8.25%,
annual payroll increases of 3.50% attributable to inflation, 0.25% attributable to real salary increases,
and merit increases that vary by length of service, and no postretirement benefit increases.

The funding status applicable to the District’s employee group at June 30, 1997 (the latest available for
the Fund) is summarized as follows:

Funded Status of the Miscellaneous Plan (in thousands):

Entry Age Unfunded
Normal Actuarial  Liability Amnval UAALasa
Valuation Accrued Value (Excess Funded  Covered Percentage
Date Liability of Assets Assets) Status Payroll of Payroll
6/30/95 $ 402,750 §$ 414,307 $ (11,557) 1029% $ 129,565 (8.920)%
6/30/96 $ 475493 § 486,061 $ (10,568) 1022% $ 126,198 (8.3749)%
6/30/97 $ 493,403 $ 607,355 $ (113,952) 123.1% $ 149,540 (76.201)%
Funded Status of the Safety Plan (in thousands):
Entry Age Unfunded
Normal Actuarial _ Liability Amnual  UAALasa
Valuation Accrued Value (Excess Funded  Covered Percentage
Date Liability of Assets Assets) Status Payroll of Payroll
6/30/95 $ 34,044 $ 34224 § (180) 100.5% $ 8452 2.1300%
6/30/96 $§ 40,255 $ 40,120 $ 135 99.7% $ 9,027 1.500%
6/30/97 $ 42,060 $ 51,721 § (9,652) 1229% $ 9,999  (96.536)%
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Postretirement Health Care Cost

In addition to the retirement benefits described above, as specified in the District’s ordinance, the
District provides postretirement health care benefits assistance to all employees who retire directly
from the District or to their surviving spouse. Substantially all of the District’s employees may become
eligible for those benefits if they reach age 50 with 5 years of service with the District. Currently, 418
retirees are provided this benefit. The District reimbursed up to $57,000 per month for health insur-
ance premiums paid by the retiree or surviving spouse durmg fiscal year 1999. These benefits are fully
fimded by the District and accounted for on a pay-as-you-go basis through payments to the Plan. Cash
reimbursements of these benefits totaled $570,000 in 1999.

10. DEFERRED COMPENSATION PLAN

The District offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code (“IRC”) Section 457. The deferred compensation plan, available to all officers and
employees, permits them to defer receipt of a portion of their salary until future years. The deferred
compensation is not available to employees until retirement, termination, or certain other covered
events.

On January 1, 1997, the District amended the Plan to conform to the Federal Small Business Protection
Act of 1996 (“SBPA”). The amendment provided for the creation of a trust for the deferred compen-
sation plan and all income attributable to those amounts. The funds are not subject to the claims of the
District’s general creditors. The Plan is no longer considered part of the District’s assets.

The plan administrator has invested the deferred amounts in numerous participant-directed uninsured
investments. Total employee contributions for this plan for the years ended June 30, 1999 and 1998
were $13,416,000 and $12,350,000, respectively. The Deferred Compensation Plan assets at June 30,
1999 and 1998 (excluded from the accompanying financial statements) were $227,485,000 and
$201,653,000, respectively.

11. MONEY PURCHASE PENSION PLAN

All District employees participate in the Money Purchase Pension Plan, which is a supplemental
retirement program. In January 1981, the District’s employees elected to withdraw from the Federal
Social Security System (“FICA”) and estabhished the Money Purchase Pension Plan. The District
contributes, on a pay-as-you-go basis, an amount equal to 6.65% of covered employee’s annual com-
pensation (up to $29,700 after deducting the first $133 paid during each month) up to a maximum
annual contribution of $1,868. Non-represented employees receive an additional 1.627% of annual
regular earnings up to $160,000. Each employee’s account is available for distribution upon such
employee’s termination.

The Dastrict’s total expense and funded contribution for this plan for the year ended June 30, 1999 and
1998 were $6,685,000 and $6,659,000, respectively. Money Purchase Pension Plan assets at June 30,
1999 and 1998 (excluded from the accompanying financial statements) were $213,289,000 and
$197,559,000, respectively. At June 30, 1999, there were approximately 282 participants currently
receiving benefits under this plan.

12. COMMITMENTS AND CONTINGENCIES

Litigation

The District is involved in various lawsuits, claims and disputes, which for the most part are normal to
the District’s operations. It is the opinion of the District’s management that the costs that might be
incurred in the disposition of these matters, 1f any, would not matenially affect the District’s financial
position or results of operations.
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Lease commitments
The District leases certain facilities under operating leases with original terms ranging from two to five
years with options to renew.
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Future minimum rental payments under noncancelable operating leases with initial or remaming lease
terms of over one year at June 30, 1999 are as follows (in thousands):

Operating

Leases

2000 $ 2,525
2001 2,501
2002 2,361
2003 2,219
2004 355
Total minimum payments $ 9,961

Rent expense under all operating leases was $2,390,000 and $2,291,000 for the years ended June 30,
1999 and 1998, respectively.

Sale/Leaseback

On March 30, 1995, the District entered into an agreement with a Swedish corporation to sell 25 newly
manufactured C-2 rail cars for $50,383,000 and simultaneously entered into an agreement to lease them
back. The lease agreement was effective on the closing date of September 15, 1995, and continues
through January 15, 2011.

The Dastrict recognized a gain on the sale of approximately $2,000,000 which is equal to the amount of
cash received on the sale. The gain was deferred and is being amortized over 30 years. In addition, the
District recorded a recewvable of $48,368,000 and a capital lease obligation of the same amount. The
receivable and the hability will be reduced by a corresponding amount over the term of the lease. Other
than the cash recewved upon the sale, no cash will be exchanged between the parties m settlement of the
recetvable and liability.

$7,246,000 and $5,467,000 as of June 30, 1999 and 1998, respectively.

13. SUBSEQUENT EVENT

In February and March of 1999, the District, San Mateo County Transit District (“SamTrans”) and the
Metropolitan Transportation Commussion (“MTC”) entered into a Memorandum of Understanding
(“MOU”) which provided $198,500,000 in additional funds to the San Francisco Awrport Extension
Project (“Project”). The additional funding consists of $50,000,000 from the District and $72,000,000
from SamTrans allocated to project costs. MTC provided a total of $76,500,000, with $16,500,000 allo-
cated to project costs and $60,000,000 constituting an advance for project cash flow requirements. The
terms and conditions of the MOU dictate a repayment method for each revenue source. The $60,000,000
cash flow advance from MTC is to be repaid from the final $60,000,000 of Federal funding allocated to
the Project. The $138,500,000 contribution for project costs will be repaid proportionately to the District,
SamTrans and MTC from the future net operating surplus generated by the San Francisco Airport
Extension.

"The:additional funds wereTeceived on.September 1, 1999.
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333 Market Street
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Facsimile  (415) 957 3394
(415) 957 3372

Report of Independent Accountants on Required Supplementary Information

To the Board of Directors of
San Francisco Bay Area Rapid Transit District:

Our report on the audits of the financial statements of San Francisco Bay Area Rapid Transit District
(the “District™) as of June 30, 1999 and 1998 and for the years then ended is presented in the first
section of this document. Our audits were conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The Year 2000 supplementary information on the
following page is not a required part of the basic financial statements but is supplementary information
required by the Governmental Accounting Standards Board (GASB), and we did not audit and do not
express an opinion on such information. Further, we were unable to apply to the information certain
procedures prescribed by professional standards because the disclosure criteria specified by GASB
Technical Bulletin 98-1, as amended, are not sufficiently specific and, therefore, preclude the
prescribed procedures from providing meaningful results. In additton, we do not provide assurance
that the District 1s or will become Year 2000 compliant, that the District’s Year 2000 remediation
efforts will be successful in whole or in part, or that parties with which the District does business are or
will become Year 2000 compliant.

P

October 8, 1999
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Individuals and organizations are faced with a possible negative situation occurring on January 1, 2000
as the calendars of computers and microprocessors change from the year 1999 to 2000 and certain other
dates (“Y2K). This event has the potential to affect any computer system, includng computer
hardware that is microprocessor based (embedded software), softiware and databases.

The District’s Y2K program focused on the following:

1. Awareness stage - During the awareness phase, a list of all computer applications, equipment,
facilities and systems were compiled. The list was used to identify all areas that could be susceptible
to'Y2K issues. The District cited 232 mdices for tracking throughout the Y2K project

2. Assessment stage - At this stage all systems were reviewed for renovation and/or replacement.
Massion critical systems were given the priority. The District completed this stage during 1998.

3. Remediation stage - This stage involved actual correction of problems identified during earlier
stages, whether replacement, renovation, rewriting, upgrading or elimination.

4. Validation/testing stage - This stage involved the validation and testing of changes made for each
remediated system prior to placing them into production.

The District has considered the primary financial risks relating to its Y2K solution program associated
with the continued operation of its operating and business systems. Additionally, continuous efforts
have been made to confirm that all suppliers and vendors to the District are Y2K compliant. This
process has mvolved sending out letters to all vendors and suppliers currently doing business with the
District requesting 2 Y2K Statement of Compliance. Letters were first sent out m December 1998 with
subsequent notices sent every 90 days to non-responsive parties. Further, the District has worked close-
ly with its financial institutions to ensure the integrity of the transfer of financial data, including banks
for direct deposits, the retirement systems, investment services and deferred compensation.

The District’s remediation schedule for the 232 inventoried indices calls for 100% compliance or
readiness by December 31, 1999. As of June 30, 1999, the Dastrict had achieved 76% compliance per
the schedule.

As of June 30, 1999, the District developed and submitted Business Continuity/Contingency Plans
(“BCCP”) to both the Federal Transit Administration (“FTA”) and the Califorma Public Utilities
Commission (“CPUC”). The BCCP is principally comprised of the Emergency Preparedness Plan
(“EPP”), the Disaster Recovery Plan (“DRP”) and the departmental backup plan. The EPP includes
procedures in place and the activation of the emergency operations center in order to address potential
disasters which may occur. The DRP defines specific actions required during potential disasters and
determines what resources are needed to run the critical applications and technology support functions
of the District. The departmental backup plans address functional procedures to be applied in the
unlikely event of busmess interruption as a result of Y2K. Many of the components associated with the
above three plans have been subject to testmg on an ongoing basis; however, the BCCP will continue
to evolve as the year progresses and as additional information is ganed.

As of June 30, 1999, the District had spent approximately $5,000,000 that can be directly attributable
to Y2K compliance efforts. Through December 31, 1999, the District expects to spend an additional
$1,600,000. These cost estimates for the Y2K remediation program are management’s best estimate of
future events, resource availability, third party modification plans and other factors. These estimates
may change and actual results of related remediation efforts will not be fully determinable until the year
2000 and thereafter. Management cannot assure that the District will be Y2K ready; however, manage-
ment believes that the District will not incur significant business interruptions that would have a
material effect on the District’s financial position or results of operations.




] SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT

Sources and Uses of Operating Funds FY 1999

(Dollars in Thousands)

Sourceslof{Eunds}

Passenger Fares Transactions & Property Tax Other

Use Sales Tax
$173,484  49.98% $109,565 31.56% $14,438 4.16% $49,654 14.30%

Investment income and

other operating revenues
$17,764 5.12%
Construction Funds
(Capitalized Costs)

$31,439 905%
Regional Financial Assistance
Local

$259 007%

State

$192 0.06%

Total

$451 0.13%

UseslofjEunds]
S3a7M44]
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Maintenance Transportation General Police Services Other

Administration
$123,730 35.64%  $86,872 25.02% $77,556 22.34%  $22,097 6.37% $36,886 10.63%

Capital Designation

$21,500 620%
Construction & Engineering
$15,275 4.40%

Increase in Retained Earnings
$111 0.03%

17




Sources and Uses of Capital Funds FY 1999

(Dollars in Thousands)

Total $416398  100%
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Federal State District
$176,789  42.46% $97,658 23.45% $79,016  18.98% $62935  15.11%
Expenditures - ‘
Total $#163%8  100%
! |
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Construction Equipment Studies & Other
$345,938 83.08% $68,072 16.35% $2,388 0.57%
Line Train Control
$313,229 75 23% $4,044 097%
: Communications
ggg,tf;(‘)wme 699% 8116 195%
L Transit Vehicles
Suppott Facilities $47,625 11 44%
$3,589 0.86% Automatic Fare Collections
$4,090 098%
Management Information
Systems
$432 010%
Other Equipment
$3,765 091%
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San Francisco Bay Area Rapid Board of Directors — Fiscal Year 1999

Transit District (BART) :
. o Dan Richard Thomas M. Blalock
Headquarters in Oakland, California President—0Onnda  Vice-President—Fremont
800 Madison Street
PO. Box 12688 MEMBERS OF THE BOARD BOARD-APPOINTED OFFICERS
Oakland, CA 94604-2688 Dan Richard
{510} 464-6000 Ist District— Orinda EZ(;]”;?;/ %/121172?;,9'
. . - Joel Keller

gstablll_shed[ in 1957Abyhthe Cgllforr;la Ind District—Antioch Sherwood Wakeman,

tate Legislature. Authorized to plan, General Counsal
finance, construct, and operate rapid ?,%,’;'tf}fﬂ’gg,?;’,‘gﬁ
fransit system. Scott Schroeder,

) Etﬁﬁil?,,ﬁ’tv_a{,gk’,i'n'ﬁn Controller/Treasurer

Governed by the Board of Directors _
elected for four-year terms by voters Et/%ezgtxf\;li _ngsf Phillip 0. Ormsbee,
in nine election districts within the District Secretary

Thomas M. Blalock
6th District—Fremont

Wiilie B. Kennedy

7th District—San Francisco

James Fang
8th District—San Francisco

counties of Alameda, Contra Costa
and San Francisco.

The annual report is published by
the District pursuant to Section 28770,
Public Utilities Code of the State of

California. Tom Radulovich

9th District—San Francisco
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‘Rhea Sn Edward E. Snell Marvin E Snow Lawrence A Snyder Alberto A. Soares Shanon A. Sonnier Betty Soo Hoo Steven P. Sorensen Mauro Soto, Jr John A Souza Maria T Souza Thomas J Souza Lorell J Sowel! Mildred L Sowell Paul E. Sowell, Jr Mark J Spellman Norman Spencer Patricia D. Spencer Troy A Spencer
Stephen A Sperry Olivia R Spicer Thomas R Spiekerman Linda E Spragens Brian R. Spring Kathryn E Springer Robert D St Clair Diana E Staats Michael W. Stagg RobertF Stagner Patricia L Stallings John H Stamas Howard M Standish Willlam G Stanley Jon 6 Starn Estelle Starr Lonnie A. Staton Sean N Steele Mary J Steeves
Clinton T. Stein Lawrence € Sten Thomas J Stemnbrenner Fred L Stephens Susan J Stephenson Larry A. Sterling Shon € Sterling Shan L Stern James J Stevens Daniel'S Stevenson Peter J Stevenson Dante L. StewartRay C Stewart William 6, Stmerman Richard A Stinglly Mitch B. Stogner Lisa D Stokes Tera L. Stokes-Hankns Ill
Helen E Stone David P Stoner Clinton 6 Story Samuel D Story Mark J Stowers Daniel K Strance Warren A Strang Janet L. Strange Richard D Streeter David R Strohl Robert M Strangman Frances M Stroud Christine Stuart Jimmie M Stuart Jimmy Stuart Kenneth L. Stuart Therasa J_Stuart Janice M Studges RickR Sudman
Gary Sue Jack Sue Elizabeth 0 Suesue Lawrence Sugimoto Beverly A Sullivan Dennis B Sullivan Steven L. Sultan Jake'Sun Mark Sun Sabrina Sun Brent L. Surfield Wiliam C Sutherland Tai Suwan Gregory A Suzukawa Kenneth B Swan Lynnette R, Swan Dale B Swanson Dan E Swanson Gary L. Sweet Phillp C Sweet
Matthew R Swiss Gary W. Switzer Laszlo Szamosi Karen Szeto Jocelyn P Tabiolo L. Dianna Tabor Hamed Tafaghodi Arnulfo C Taganap Safiyya Taha-Shaheed Verna L. Tait Antonio W. Tam Lawrence C Tam Arturo | Tamayo Pedro J Tamayo Ruben S Tan Victor Tang Patrick 0 Tanjoco Calvin G Tanner Michael S Tanner
Max L Tanzo, Jr Charles H Tarski Wayne J Tarvin George F Tatarka, Jr. Sharon L. Tatham Brenton C Taw Chnstopher S Taylor Dwayne D. TaylorErrol F Taylor Harold E. Taylor Lois J. Taylor Martha C, Taylor Richard L. Taylor Ronald L. Taylor Sabrina R Taylor John O Teal Teddy M. Teanc Bryan W Tedford Victorio | Tegto, Jr
Christie A. Teixeira Bnan Y Tekawa Mana F Tellez Oscar D. Teran Patricia L. Terry Eugene M Texeira Madan J Thapa Willlam L Theile Berard H. Thiele, Jr Balvir Thind Nancy L. Thinnes Beth A. Thomas Diarie L Thomas Jacqueline C Thomas James R, Thomas John L. Thomas John H Thomas Leonard H Thomas Madeline Thomas
William M Thomas Austin H. Thomas 1|l George W Thomas, Jr. Raymond G. Themas, Jr Clem R Thompson Dale B Thompson Enic S. Thompson Joyce M Thompson Frankiin S Thorne Aminta E_Thornton Ann-L. Thornton Gary L. Thornton Mary J Thoraton Sp R Thorpe IIl Michael J Thrower Michae! Thurgood
Tony M Thurston Arthur R Tice, Jr. Catherine Tietz Forrest A Tietz Kenneth D. Tiger Richard Ting Brian E. Tinsley Donna M Titus Rose M Tobin Robert G Todd Peter C Todebush Jordan Tolchin Yolanda D Tollver Calvin P Tom Donna Y Tom Susie F Tom Walter Tom Carol § Tomasa Lelibeth T, Tomlloso Lynette S Toney Milton S, Tong
Terrence S Tong Teofilo H Tongohan Abby S Tonkonow Alan E. Tooiney Michael Tormey Angel F Torres Angel S Torres Delfin A Torres Edward T, Torres Elizabeth R Torres Erlinda T Torres Mark A. Torres Rafael Torres Andrew L. Torrez Joseph M, Tornist James J Tousey Rodenck V. Townes Howard G Toy ‘Patrick P Tran
Thomas M Tran Donald L Trevethan Beth L Tnpp Joi A Tripp Raymond R. Trupllo Gynthia A, Trusty Chung C Tsai Raymond J Tsang Stanley Tsang Deborah Tse Howard B Tse-Katy C Tseng Juanita F. Tuazon BrianJ Tuck Elorse M Tucker John B Tunney David L Tupper Bruce G Turner Judi E Turner Mae Turner Michael H Turner
Elmer L Turner, Jr Stephen C Twigg Charles'P Tyler James E. Tyler Peter M Tyndall Corene Tyson Ava G U'ren Cinla N Ubaldo Canstance N Ubochi Robert S Umbreit Sharon H. Umene Robert. P Urakawa Ronald R Urbano Renatg M Uychoco Steven H, Uyeda Lizzie B. Uzoigwe Victario C. Valdez Frederico J. Valdivia Ruben R. Valentin
Francisco Valenzuela Phiip M Valenzuela Philip V Valenzuela Wilfreda | Valle Dwayne D Valrey John P Van Artsdalen |l Steven E Van Den Broeke ScottJ Van Dussen James R Van Epps Chnstopher A Van Fossen Joan F. Van Homn Sue L. Van Norsdall Lon Van Westrop Duane C Vander Veen David B Vang Joagquin J Vargas
Kenneth A Vargas Pauling B Vargas Frank L. Vascohcellos Gary D Vasconcellos Priscilla M V: los Antonto . Vasquez Linda M Vasquez Michael A Vasquez Francis J Vassallo Ronald C Vaughn Louis Vega Manuel Vega Melissa D Vega Yolanda Vega Deborah L Veiga Charles A, Veydovsky Joseph A. Vela Joseph R Vela
Ricardo L. Velasco Maria E. Velasquez Rene E Velasquez Romeo V. Vergara Nicolaas J. Verhoek Robert W, Versher John R Vickland Samuel J Vida Joseph L. Viera Linda M Vierra Mike A Vigil Mary L. Vigi-Contreras Adniana Vila Lisa K. Villalobos Robert R. Viltalobos Berta A Villalva Ernesto A. Villalva Manuel Q. Villanueva
Janie S Villela Paul A Vincent Mary E Vinella Beverly J Vining Zelma D. Vining Voltaire V. Vivero Ench W Vagel Ronald Von Krusze Boris Vozila Daniela V Vozila Milton E. Waalkens Cecelia C Wade Rhys C Wade Roy H Wadley Tony C Wai Sherwood G Wakeman Carol A. Walb David A Walchak Margaret M Walchak
Alonzo. Walker Anthony L. Walker Carl W Walker Charles A Walker Don J, Walker Dorothy M Walker James L, Walker Willam T Watker Glenn E. Walker, Jr Anita Wallace David A Wallace Felicia D Wallace Cassaundra D Waller Bruce J. Walling Elleen C Walsh Frank R Waish-Loamie War Simon H, Wan Yos-Wanaraksa

+ James Y Wang Alonzo J Ward Anthony D Ward Kenneth D Ward La Toya C. Ward Lydia:R Ward Shirley Warner Andrea C Warren Earline Warren Jerry D. Warren Melanie C Warren Michael E Warren Rube Warren David A Warwick Marjorie-.C Washington Cassandra L. Wassersleben Kenneth L Watkins

Davin E. Watson Louis Watson Richard E Watson, Jr Wayne L. Watt Peggy B. Watts Donna J Weaver Mark D Weaver John M Weber Thomas J Weeks Luice Wei Kenneth § Wedl Alan E Weinberg Pamela L. Weinberg Aaron § Weinstein Nathan C Weissich John D Welch Albert J, Welchert Donald E Weldon
Kendell D Welker Donald R Wells James W Wells Mana A Wells William G. Welsh Timothy L Weltz David Wen Joseph A Wensler Richard C. Wenzel Keith A Werho Sherry L West Yvonne R. Westbrook Jack C. Westlie Jacob A, Westlie Robert W Westman Hardy Westmore, Jr Samuel H, Whang Sandy S, Whang Alice M Wheeler
Armond S Wheeler Anthony L. White Kimberly M. White Kirk J White Leonard White Mania  White Michael M White Ronnie E White Tina M. White Trevor J White Vicki J Wiite Charles L White, Jr John A White, Jr J D. Whitelow Harold M Whitney Randall A Whitsitt Lon D Wicklff Reginald G Wickliff
Richard J. Wieczorek Carlos D Wilkerson Dennis L. Wilkerson. Gregory G. Witkie Donna L. Willkinson Andrew W, Williams Arlana M. Williams Barry E Williams Benny D Wilhams Bobby J Williams Bruce M Wilhams Darlene L, Wilkams David R Williams Elaine S Williams Ernest K. Williams Janice C, Willams
Jon8 Williams Keecha Wilhams Lance Williams Larry L. Willhams Larry E Williams Lewis A Williams Patricia K Williams Ronald Williams Sadie G. Williams Stephen M Wiiliams Suzanne L Williams Theresa Willams Thomas M Wiliams Vivian L Williams Wendy K Willams Benjamin V Williams, Jr. Coyle B Williams, Jr
Vicki L. Wills Deborah D Wilson Frederick W Wilson Jeff W. Wilson Yvonne | Wilson.Larry J Wiman Raul A Winder Sharon A Windsor Harold L. Wingo James L. Wiscarson Howard A, Wise Michael J. Wist SusarK. Wisti Renee D. Witherspoon Bruce A Wobig Willlam R Wolfenden Charles J Wolosz Gary E Won Alice Wong
Clifford Wong Elaine Y Wong Ernest F Wong Eugene M. Wong Gregory K Wong Jackie K Worig Jane M Wong John G, Wong Joseph S. Wong Lily S Wong Pauline Wong Randy Y Wong Shew P. Wong Shirley L. Wong Thomas G Wang Victor K. Wong Vivien N Wong:Wah € Wong Wayne T, Wong Wilbur T. Wong Wiliiam B Wong
Anna M. Wong-Newlon Denms C, Woo Donny Woo Jeanette S Woo Mike M Woo Ronald K Woo Ruby L. Woo.Sum-Hou Waoo Vivian C, Woo Warren K Woo Garolina G Woad Anthony J Woodard Linda.C Woodard-Adams Jessie J Woodland Jeariette Woods William T, Woods Howard E Worrell Merlin Wright Victoria V. Wright
John § Wrobleski Ching-Chi Wu Jin Hong Xiao Jia-Wei Xu Robert J. Yacovetti Benedicto R Yambao, Jr Enk S. Yan'Paul K. Yan Thomas H Yang Edward C Yared George C. Yared Joe! T Yared Gloria J Yasitis Norman G Yates Stephen Yau Daniel B, Yee Edward K Yee Jack M. Yee Larry F Yea Nora$ Yee Wayne Yee
Linda T Yee-Sugaya John € Yen Juhie A, Yim Allen S Young Christine L. Young Christopher S Young Christopher C Young Daryl A Young Francis Young Henry J Young Joel M Young Rocky L Young Sandra E Young Sylvia D. Young Willie Young Annette L Young-Taw Kenneth R Younger Scott W. Younger Joanne C Yount
YukW YuOI S Yuen Any S YuErynJ Yula Noelto | Yumul YouK Yup'Bonifacio C Yuson Nassib T. Yusuf Steptien R. Zakersks Alfredo G Zamora Shafram Zarrabi John K Zee David R Zehnder Lawrence W Zeigler Teresa M Zenad Daniel Zendejas Zaohong Zheng Kanita A Zmmerman Priscilla C Zocehi Julius S, Zuehike, Jr

BART Employees as of June 30, 1999




12/98 1K

800 Madison Sireet
P.0. Box 12688
Oakland, California 94604-2688
(510} 464-6000

Q’}Prmted on Recycled Paper



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24

