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$11,998,973.65 
LIVE OAK SCHOOL DISTRICT 

CERTIFICATES OF PARTICIPATION 
(2009 Financing Project) 

(Bank Qualified) 
Evidencing the Fractionallnterests of the 
Owners Thereof in Lease Payments to be 

Made by the 
LIVE OAK SCHOOL DISTRICT 

Due: August 1, as shown on the inside cover Dlted: Date of Delivery 
I 
I This cover page of the Official Statement contains information for quick reference only. It is not a complete summary of the Certificates or the 

Lt}ase. Investors should read the entire Official Statement to obtain information essential to the making of an informed investment decision. See "RISK 
F.·1CTORS" herein for a discussion of special risk factors that should be considered. in addition to the other matters set forth herein, in evaluating the 
trivestment quality of the Certificates. 

J The ~iv~ Oak Sch?ol_ D_i,strict _Certificates of Pa:ti_c_ipation (2009_ Financing ~roj_cct) (the ··~ert_ificates'') are bei_n~- sold. o~ behalf _of ~he ~-ive Oak 
S<;hool D1stnct (the "'Distnct' ) to (1) finance the acquiSitiOn, construction. modernization and equ1ppmg of school facilities wnhm the D1stnct, (11) fund a 
re'serve fund, and (iii) pay the costs related to the execution and delivery of the Certificates. The Certificates are being executed and delivered pursuant 
tal a Trust Agreement, dated as of June I, 2009 (the '·Trust Agreement"), by and among U.S. Bank National Association, as trustee, the Live Oak School 
District Financing Corporation of California (thl! "Corporation") and the District. Pursuant to a Site Lease, dated as of June I, 2009, the District will lease 
th~ site and improvements known_as Shoreline Middle School (the '"Property'') to the Corporation, and will lease the Property back from the Corporation 
pt~rsuant to a Lease/Purchase Agreement. dated as of June I, 2009 (the '·Lease"), by and behveen the Corporation and the District. The Certificates 
e\hdence fractional interests in Lease Payments to be made by the District. as lessee under the Lease. for use and possession of the Property. The District 
h4s covenanted to budget and appropriate Lease Payments in each fiscal year in consideration of the use and occupancy of the Property from any source 
of legally available funds. and to take such action as may be necessary to include all Lease Payments in its annual budgets and to make the necessary 
ar nual appropriations therefor. See "SECURITY AND SOURCES OF PAYMENT OF THE CERTIFICATES- Lease Payments· herein. The District"s 
ol ligation to make Lease Payments is subject to abatement in the event of the taking of. damage to or loss of use and possession of the Propeny. 

The Certificates will be delivered as current interest certificates (the '"Current Interest Certificates"), and as capital appreciation certificates (the 
" apital Appreciation Certificates''). The Certificates will be delivered in book-entry form only, and will be initially delivered and registered in the name of 
C de & Co. as nominee of the Depository Trust Company. New York, New York (collectively referred to herein as ''DTC"). Purchasers of the Certificates 
(tl e '·Beneficial Q\\'ners") will not receive physical certificates representing their interest in the Certificates. The Current Interest Certificates will be 
d< ted the date of delivery and will bear interest payable from the date thereof on each February I and August I, commencing February I, 2010. The 
C pi tal Appreciation Certificates will be dated the date of delivery of the Certificates and will accrete interest from such date, compounded semiannually 
01 February I and August 1. commencing on August L 2009. The Certificates will be issued in denominations of $5,000 principal amount. in the case 
ol Current Interest Certificates. or $5,000 Maturity Value. in the case of Capital Appreciation Certificates, and any integral multiple thereof. Payments of 
principal and interest with respect to the Certificates will be paid by the Trustee to DTC for subsequent disbursement to DTC Participants who will remit 
Sl ch payments to the Beneficial Owners of the Certificates. See ''Appendix E- BOOK-ENTRY ONLY SYSTEM" attached hereto. 

The obligation of the District to make lease payments does not constitute an obligation of the District for which the District is obligated to levy 
01 pledge any form of taxation or for which the District has levied or pledged any form of taxation. Neither the Certificates nor the obligation of 
t~ e District to make Lease Payments constitutes a debt of the District, the State of California or any of its political subdivisions within the meaning 
ol any constitutional or statutory debt limitation or restriction. The obligation of the District to make Lease Payments is subject to the District's 
b1 neficial use and possession of the Property. 

The scheduled payment of principal (and, in the case of Capital Appreciation Certificates. the Accreted Value) and interest with respect to the Certificates 
when due wilt be guaranteed under a financial guaranty insurance policy to be issued concurrently with the delivery of the Certificates by ASSURED 
G UARANTY CORP. 

AsSURED 
GUARAl'.'TY. 

The Certificates are subject to extraordinary, optional and mandatory sinking fund prepayment prior to their stated maturity dates as further 
d: scribed. 

Maturity Schedule 
(see inside front cover) 

T_ 1e Certificates are offered when. as and if delivered and received by the Underwriter. subject to the approval as to legality by Stradling focca Carlson & 
Rauth a Professional Corporation. San Francisco. Califomia. as Special Counsel and Disclosure Counsel. It is anticipated that the Certificates in book
el try form wilt be available for delivery to The Depository Trust Company in New }Ork. New }Qrk on or about June 30, 2009. 

PiperJaffray® 
The date of this Ollicial Statement is June 17. 2009 



The inronnation contained herein has hccn obtained fl·om sources that arc believed to be reliable. 
No representation. warranty or guarantee. however, is made by the Underwriter as to the accuracy or 
completeness or any information in this Orficial Statement, including. without lin1itation, the intOnnation 
contained in the Appendices hereto, and nothing contained in this Official Statement is or shall he relied 
upon as a promise or representation by the Underwriter. 

No dealer. broker, salesperson or other person has been authorized by the District, the 
Corporation or the Underwriter to give any information or to make any representations, other than those 
contained in this Official Statement. and if given or made. such information or representation must not be 
relied upon as having been authorized by any of the foregoing. This Official Statement docs not 
constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the 
Certificates by any person in any jurisdiction in which it is unlawful for such person to make such offer. 
solicitation or sale. The information and expressions of opinion herein arc subject to change without 
notice. and neither the delivery of this Official Statement nor any sale of the Certificates shall under any 
circumstances create any implication that there has been no change in the atfairs of the District, the 
Corporation or other mallcrs described herein since the dale hereof. 

This Official Statement and the information contained herein arc subject to completion or 
amendment without notice. These securities may not he sold nor may an offer to buy he accepted prior to 
the lime the Official Statement is delivered in final lom1. Under no circumstances shall this Official 
Statement constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of 
these securities in any jurisdiction in which such oiler. solicitation or sale would be unlawful prior to 
registration or qualification under the securities lmvs of any such jurisdiction. 

When used in this Oflicial Statement and in any continuing disclosure by the District in any press 
release and in any oral statement ·made with the approval of an authorized officer of the District or any 
other entity described or referenced in this Official Statement, 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 Rctorm Acl of 1995. Such slalcmcnls arc subject to risks and uncertainties that 
could cause actual results to differ materially from those contemplated in such forward-looking 
statetncnts. 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 
arc likely to be ditTcrcnccs between forecasts and actual results. and those differences may be material. 

The Underwriter has provided the following sentence lor inclusion in this OITicial Statement: 

"The Underwriter has reviewed the information in this Official Statement in 
accordance with, and as· part of. its responsibilities to investors under the federal 
securities laws as applied to the facts and circumstances of this transaction, but 
the Underwriter docs not guarantee the accuracy or the completeness or such 
in fonnation .. , 

IN CONNECTION WITH THE OFFERING OF THE CERTIFICATES. THE UNDERWRITER 
MAY OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE 
MARKET PRICES OF THE CERTIFICATES AT LEVELS ABOVE THAT WHICH MIGHT 
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING. IF COMMENCED. MAY 
BE DISCONTINUED AT ANY TIME. 

Assured Guaranty makes no representation regarding the Certificates or the advisability of 
investing in the Certificates. In addition. Assured Guaranty has not independently verified, makes no 
representation regarding, and docs not accept any responsibility for the accuracy or completeness of this 
Official Statement or any intonnalion or disclosure colllaincd herein. or omil!cd hereti·om. other than with 
respect to the accuracy of the information regarding Assured Guaranty supplied by Assured Guaranty and 
presented under the heading ·'THE CERTIFICATES - Certificate Insurance'' and Appendix H -
"SPECIMEN FINANCIAL GUARANTY INSURANCE POLICY." 
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$11,998,973.65 
LIVE OAK SCHOOL J)ISTRICT 

CERTIFICATES OF PARTICIPATION 
(2009 Financing Project) 

(Bank Qualified) 

Evidencing the Fractional Interests of the 
Owners Thereof in Lease Payments to he 

Made hy the 
LIVE OAK SCHOOL J)JSTRICT 

INTRODUCTION 

This Introduction is not a summorv of' this Official Statement. It is only a hrief'descriptiou of' 
and guide to. and is qual{fied hy. more complete allll de1ailed inf(Jrmation comained in the entire 
Official Statement. including the cover page and appendices herelo. and the documents .... ·wmnarized 
or descrihed herein. Ajidl review should he made of' the entire Official Sraremmr. 

This Official Statement. which includes the cover page, Table of Contents and Appendices 
hereto. provides certain information concerning the sale and delivery of Live Oak School District 
Certificates of Participation (2009 Financing Project) (the ·'Ccrtiticatcs") in the aggregate principal 
amount of $11.998,973.65 evidencing the fractional interests of the registered owners thereof (the 
''Owners'') in Lease Payments (as hereinatier defined) to be made by the Live Oak School District 
(the "District") pursuant to a Lease/Purchase Ai,'I"Cemcnt. dated as of June I, 2009 (the "Lease"), by 
and between the Live Oak School District Financing Corporation of California. as lessor (the 
''Corporation"), and the District, as lessee, for the usc and possession of the site and improvements 
known as Shoreline lVI idd lc School (the "Property"). 

The District 

The Live Oak School District (the "District''), provides public, elementary school education 
within a live square mile area in Santa Cruz County (the "County"), including much of the City of 
Santa Cruz and unincorporated areas of the County. The District currently operates three clemcntmy 
schools, one middle school. an alternative education center, one charter school and one charter high 
school. Average daily attendance during the 2008-09 year is projected to be 1.824 students. The 
District has a 2008-09 assessed valuation of $2,875.675.309. Sec "LIVE OAK SCHOOL 
Dl STRICT" herein. 

TilC District is governed by a five-member Governing Board (the ''Board"), each member of 
which is elected to a four-year term. Elections lor positions to the Board arc held every two years, 
alternating between two and three available positions. The management and policies of the District 
arc administered by a Superintendent appointed by the Board who is responsible for day-to-day 
District operations as well as the supervision of the District's other personnel. Dr. David Paine is 
currently the District Superintendent. Sec "LIVE OAK SCHOOL DISTRICT' herein. 

Purpose of the Certificates 

TI1e proceeds of the Certificates, will be used to (i) finance the construction. modernization of 
school facilities within the District. (ii) fund a reserve fund, and (iii) pay the costs related to the 
execution and delivery of the Ccrtiticates, all as further described herein. Sec "ESTIMATED 
SOURCES AND USES OF PROCEEDS" herein. 



Security and Source of Payment of the Certificates. 

The Certificates arc being executed and delivered pursuant to a Trust Agreement (the ''Trust 
Agreement"'), dated as of June I. 2009. by and among the District, the Corporation and U.S. Bank 
National Association, as trustee (the "Trustee"). TI1e District is required under the Lease to pay 
Lease Payments for the usc and possession of the Property. as further described under the caption 
"THE PROPERTY" herein. The District is also required to pay any taxes and assessments. and is 
responsible for all maintenance and repair of the Propc11y. 

PursLmnt to an Assignment Agreement, dated as of June I. 2009 (the "Assignment 
Agreement"), by and between the Corporation and the Trustee. the Corporation will assign to the 
Trustee, for the benefit of the Owners. substantially all of its rights under the Lease and a Site Lease. 
dated as of June I. 2009 (the "Site Lease"). by and between the District and the Corporation. 
including its rights to receive and collect Lease Payments and prepayments lhnn the District under 
the Lease and rights as may be necessary to enforce payment of Lease Payments and prepayments. 
All rights assigned by the Corporation pursuant to the Assignment At,'feement shall be administered 
by the Trustee in accordance with the provisions of the Trust As~·ecment for the equal and 
proportionate benclit of all Owners. 

TI1c Certificates evidence fractional and undivided interests in the right to receive Lease 
Payments and prepayments thereof to be made by the District to the Corpomtion under the Lease. 
The Lease Payments arc desit,~1ed to pay.· when due, the principal and interest with respect to the 
Certificates. TI1e District has covenanted in the Lease that it will take such action as may be 
necessary to include the Lease Payments and other payments due under the Lease in its annual 
budgets and to make the necessary annual appropriations therefor. The District's obligation to make 
Lease Payments is subject to abatement in the event of the taking oC damage to or loss of usc and 
possession of the Property. Sec ''RISK FACTORS - Abatement" herein. The District has also 
pledged certain redevelopment revenues to the repayment of the Certificates. Sec "DISTRICT 
FINANCIAL MATTERS- Redevelopment Revenue" herein. 

The obligation of the District to make Lease l'ayments does not constitute an obligation 
of the District for which the District is obligated to levy or.pledge any form of taxation or for 
which the District has levied or pledged any form of taxation. Neither the Certificates nor the 
obligation of the District to make Lease Payments constitutes a debt of the District, the State of 
California or any of its political subdivisions within the meaning of any constitutional or 
statutory debt limitation or restriction. 

Description of the Certificates 

For a more complete description of the Certificates and the basic documentation pursuant to 
which they arc being sold and delivered, sec "THE CERTIFICATES" herein and Appendix A -
·'SUMMARY OF PRINCIPAL LEGAL DOCUMENTS" attached hereto. The summaries and 
descriptions in the Oflicial Statement of the Trust Agreement. the Lease. the Site Lease. the 
Assignment Agreement and other agreements relating to the Certificates arc qualilicd in their entirety 
by the form thereof and the information with respect thereto included in such documents. 

Current /merest Ccrtific{ltl!s and Capital Appreciation Certificates. The Certificates will be 
delivered as current interest certilicates (the ·'Current Interest Ce11ificatcs") and as capital 



appreciation certificates (the "Capital Appreciation Certificates"). The Current Interest Certificates 
will pay current interest and will mature on August I in the years indicated on the inside cover page 
hereof. The Capital Appreciation Certificates arc payable only at maturity and will not pay interest 
on a current basis. The maturity value of a Capital Appreciation Certificate is equal to its Accreted 
Value upon the maturity thereof (the "Maturity Value''). being composed of its initial principal 
amount (the "Denominational Amount") and the interest accreting thereon between the delivery date 
thereof and its maturity date 

Prepaymeut. The Certificates arc subject to extraordinmy, optional and mandatory sinking 
fund prepayment as further described herein. Sec "THE CERTIFICATES- Prepayment" herein. 

Registraliou, Tmusfers am/ Exchauges. ll1c Certificates will be cxcc\1ted and delivered as 
fully registered Certificates, registered in the name of Cede & Co. as nominee of The Depository 
Trust Company, New York. New York ("DTC"), and will be available to actual purchasers or the 
Ccrtilicatcs (the "Beneficial Owners") in the denominations set forth above. under the book-entry 
system maintained by DTC. only through brokers and dealers who arc or act through DTC 
Participants as describcJ·hcrein. Beneficial Owners will not be entitled to receive physical delivery 
of the Certificates. Sec Appendix E - "BOOK-ENTRY ONLY SYSTEM" attached hereto. In the 
event that the book-entry only system described below is no longer used with respect to the 
Certificates, the Certificates will be registered and transferred in accordance with the Trust 
Agreement. The Certificates arc being delivered in the minimum denominations of$5.000 principal 
amount or Maturity Value. as applicable. and any integral multiple thereof: 

Paymeuts. PrincipaL premium. if any. and interest due with respect to the Certificates arc 
payable by the Trustee to DTC. Disbursement of such payments to DTC Participants is the 
responsibility of DTC and disbursement of such payments to the Bcnclicial. Owners is the 
responsibility of DTC Participants. In the event that the book-entry only system is no longer used 
with respect to the Certificates, the Beneficial Owners will become the registered owners of the 
Certificates and will be paid principal and interest by the Trustee, all as described herein. Sec 
Appendix E- "BOOK-ENTRY ONLY SYSTEM'' attached hereto. 

Bank Qualified. ll1c District has designated the Certificates as "bank qualified'' under the 
provisions or Section 265(b)(3) of the Internal Revenue Code of' 1986. as amended. Sec "BANK 
QUALIFIED'' herein. 

Certificate Insurance 

The scheduled payment of principal (and, in the case of Capital Appreciation Certificates, the 
Accreted Value) and interest with respect to the Certificates when due will be guaranteed under a 
financial guaranty insurance policy to be issued concurrently with the delivery of the Certificates by 
ASSURED GUARANTY CORP. Sec "BANK QUALIFIED" herein. 

Continuing Disclosure . . 
The. District has covenanted for the benefit or the holders and beneficial owners or the 

Certificates to provide certain financial information and operating data relating to the District by not 
later than nine months following the end of the District's Fiscal Year (which would be April I 
following its Fiscal Y car ending sm June 30) (the ·• Annual Report"), commencing with the report for 
the Fiscal Year ending June 30. 2009. and to provide notices of the occurrence of certain enumerated 

· events. if material. These covenants have been made in order to assist the Underwriter in complying 
with Rule 15c2-12(b)(5) promulgated under the Securities Exchange Act of 1934. as amended. Sec 

J 



"CONTINUING DISCLOSURE" herein and Appendix D - ''FORM OF CONTINUING 
DISCLOSURE CERTIFICATE"' attached hereto. 

Professionals Involved in the Offering 

Stradling Yocca Carlson & Rauth. a Professional Corporation, San Francisco, California. is 
acting as Special and Disclosure Counsel to the District with respect to the Certificates. Stradling 
Yocca Carlson & Rauth, a Professional Corporation will receive compensation from the District 
contingent upon the sale and delivery of· the Certificates. California Financial Services, Santa Rosa. 
California, is acting as Financial Advisor to the District with respect to the Certificates. 

Certificate Owners' Risks 

Certain events could affect the ability of the District to make the Lease. Payments when due. 
Sec .. RISK FACTORS" herein, for a discussion of certain bctors that should be considered, m 
addition to other matters set forth herein. in evaluating an investment in the Certificates. 

Other Information 

This Official Statement speaks only as of its date. and the information contained herein is 
subject to change. 

Copies of the Lease. the Site Lease. the Trust Agreement. the Assi;,~1mcnt A;,~·ccment and the 
Continuing Disclosure Certificate arc available, upon request. and upon payment to the District of a 
charge lor copying. mailing and. handling. from the Superintendent. Live Oak School District. 984-1 
Bostwick Lane. Santa Cruz. California, 95062; telephone (831) 475-6333. 

This Official Statement contains brief descriptions of, among other things. the District. the 
Corporation. the Certificates. the Trust Agreement, the Lease. the Assignment A~o>rccnicnt. the Site 
Lease and certain other matters relating to the security for the Certificates. Such descriptions and 

· information do not purport to be comprehensive or definitive. All references herein to documents 
and a;,'feemcnts arc qualified in their entirety by reference to such documents. and agreements and 
references herein to the Certificates arc qualified in their entirety by reference to the form thereof 
included in the Trust A!,'feemcnt. Copies of such documents will be available for inspection at the 
principal ofllce of the Trustee aller delivery of the. Certificates. Capitalized terms used but not 
otherwise defined herein shall have the meanings assigned thereto in the Trust At,>rcemcnt or the 
Lease. 

1l1e sale and delivery of the Certificates to potential investors is made only by means of the 
Oflicia I Statement. 

THE I'RO.JECT 

1l1c proceeds of the Certificates will be used to finance the construction, modernization and 
upgrade of seve~! sci25JOI li1c~itics within the District. including but not limited to the tollowing: (i) 
repaving parking lots and playgrounds and paving lire bnes. (ii) repairing turf. irrigation channels 
and walking paths on sports fields, (iii) upgrading and modernizing District food kitchens, (iv) 
replacing aging portable classrooms, (v) constructing new classroom and administration buildings, 
(vi) installing cncr~o'Y-crlicicnt windows, (vii) installing lock-down door hardware and (viii) funding 
lead abatcn1cnt and repainting. 
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THE PROPERTY 

Shoreline Middle School ("'Shoreline'") 'is a comprehensive middle school for t,>rades 6 
through 8 located at X55 17th Avenue. Santa Cruz. Califomia. The site has an area of approximately 
nine acres and building space of 45.572 square feet. Shoreline includes two main buildings and four 
portable classrooms. The two story main building consists of the administrative ofliccs. staiTioungc. 
teacher workroom. Jive science labs. an industrial arts room. music room. library. media art room. 
computer lab. fine art room and 17 classrooms. The multiuse building consists of the ~o'Ym area with 
bleachers and stage. boys and girls locker rooms. weight room and food service area. Shoreline was 
originally constructed at a cost of $9.1 million and was completed in November 1998. A recent rc
rooJing project at the cost of $3.5 million was completed in April 2009. ll1c District estimates that 
the current insured value of the Shoreline is at least $14.820.000. excluding the value of the land 
constituting the site. Shoreline currently has an enrollment of637 students. 

TilE CERTIFICATES 

General 

ll1c Ccrtilicates will be executed in the aggregate principal amount of $1 1.998.973.65. ll1c 
· CertiJicates will be dated the date of delivery (the "'Date of Delivery""), and will be executed as 
registered Certificates. without coupons. in denominations of $5.000 principal amount or Maturity 
Value, as applicable. or any integral multiple thereof. 

Interest with respect to the Current Interest Certificates will be payable each February 1 and 
August I. commencing February I, 2010 (each. a ··ccrtiJlcate Payment Date""). at the rate per annum 
set forth on the inside cover page hercoC If a Current Interest CcrtiJicatc is executed: (i) as of a 
Certificate Payment Date. interest with respect thereto will be payable from the date thereto; (ii) after 
the close of business on the fifteenth day of the month preceding each Certificate Payment Date 
(whether or not a business day) (each, a ··Record Date'") and before the. following Certificate 
Payment Date. interest with respect thereto will be payable from such to! lowing Certi0eatc Payment 
Date; or (iii) prior to or on January 15, 20 I 0. interest with respect thereto will be payable from the 
Date of Delivery. 

ll1e Capital Appreciation Certificates arc payable only at maturity, and will not pay interest 
on a current basis. The Capital Apprec-iation Certificates accretc in value from the Date of Delivery at 
the accretion rates per annum set lorth on the inside cover page hereof. compounded semiannually on 
February I and August 1 of each year, commencing AUI,'USt I. 2009. Interest with respect to each 
Capital Appreciation Cc11i1icatc is represented by the amount each Capital Appreciation Ce11ificate 
aecrctes in value from its initial principal amount on the Date of Delivery (the "'Denominational 
Amount"") to the date tor which Accreted Value is calculated. The accreted value (the ""Accreted 
Value"") of a Capital Appreciation Certificate is calculated by discounting on a 30-day month, 360 
day year basis its Maturity Value on the basis ofthc Accretion Rate. 

Interest with respect to the CertiJleates will be computed on the basis of a 360-day year 
comprised of 12, 30-day months. Owners of Current Interest Certilicatcs in an ag),>regate principal 
amount of $1.000.000 or more may. by providing written request to the Trustee. receive interest with 
respect to the Certificates by wire transfer to a bank account within the United States that is on record 
with the Trustee as of the Record Date. 
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Titc Certificates evidence and represent fractional and undivided interests of the Owners 
thereof in the Lease Payments to he made by the District. To the extent Lease Payments arc abated 
or not made under the Lease, all Certificate Owners will receive a proportionate reduction iit their 
payments. I r the Lease is prepaid in part. for any reason. the Certificate Owner will be entitled only 
to the remaining Lease Payments. 

Principal and premium, if any. with respect to the Certificates will be payable upon surrender 
by the Owners thereof at the principal office of the Trustee. Interest with respect to the Certificates 
will be payable by check mailed by tirst class mail to the Owners of record at the address shown on 
the Certificate registration books maintained by the Trustee for such purpose. 

Certificate Insurance 

The j(JI/o11'ing inj(wmation has heen provided In· Insurer (defined herein) .fiw use in this 
Official S/atemelll. and neither the District nor the Underwrirer take any re.1ponsihility ji!r the 
accuracy or completene.\'S thcreqj: 

Titc following information is not complete and reference is made to APPENDIX H for a 
specimen of the financial guaranty insurance policy (the "'Policy") of Assured Guaranty Corp. 
("Assured Guaranty" or the"' Insurer"). 

Tile lmurance Policy. Assured Guaranty has made a commitment to issue the Policy 
relating to the Certificates, effective as of the date of issuance of such Certificates: Under the terms 
of the Policy. Assured Guaranty will unconditionally and irrevocably guarantee to pay that portion of 

·principal of and interest on the Certificates that becomes Due for Payment but shall be unpaid by 
reason of Nonpayment (the "Insured Payments"). Insured Payments shall not include any additional 
amounts owing by the District solely as a result of the failure by the Trustee to pay such amount 
when due and payable. including without limitation any such additional amounts as may be 
attributable to penalties or to interest accruing at a default rate, to amounts payable in respect of 
indemnification, or to any other additional amounts payable by the Trustee by reason of such failure. 
The Policy is non-cancelable for any reason, including without limitation the non-payment of 
prem1um. 

"Due for Payment" means. when referring to the principal of the Ce11ificatcs, the stated 
maturity date thereof, or the date on which such Certificates shall have been duly called for 
mandatory sinking fund redemption, and docs not refer to aity earlier date on which payment is dLJe 
by reason of a call for redemption (other than by mandatory sinking fund redemption), acceleration 
or other advancement of maturity (unless Assured Guaraniy in its sole discretion elects to make any 
principal payment, in whole or in part. on such earlier date) and, when referring to interest on such 
Certificates, means the stated dates for payment of interest. 

"Nonpayment" means the failure of the District to have provided sufficient funds to the 
Trustee for payment in full of all principal and interest Due for Payment on the Certificates. It is 
further understood that the term Nonpayment in respect of a Bond also includes any amount 
previously distributed to the Holder (as such term is clctincd in the Policy) of such Bond in respect of 
any Insured Payment by or on behalf of the District, which amount has been recovered trom such 
Holder pursuant to the United States Bankruptcy Code in accordance with a finaL nonappealable 
order of a court having competent jurisdiction that such payment constitutes an avoidable prciCrcncc 
with respect to such Holder. Nonpayment docs not include nonpayment of principal or interest 
caused by the H1ilurc of the Trustee to ray such amount when due and payable. 
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Assured Guaranty will pay each portion of an Insured Payment that is Due for Payment and 
unpaid by reason of Nonpayment. on the later to occur of (i) the date such principal or interest 
becomes Due for Payment, or (ii) the business day next following the day on which Assured 
Guaranty shall have received a completed notice of Nonpayment therefor in accordance with the 
terms of the Policy. 

Assured Guaranty shall be fully subrogated to the rights of the Holders of the Ccrtilieatcs to 
i·eeeivc payments in respect of the Insured Payments to the extent of any payment by Assured 
Guaranty under the Policy. 

The Policy is not covered by any insurance or guaranty fund established under New York. 
California, Connecticut or Florida insurance law. 

The lmurer. Assured Guaranty Corp. ("Assured Guaranty") is a Maryland-domiciled 
insurance company regulated by the Maryland Insurance Administration and licensed to conduct 
financial guaranty insurance business in all fifty states of the United States. the District of Columbia 
and Puerto Rico. Assured Guaranty commenced operations in 1988. Assured Guaranty is a wholly 
owned. indirect subsidiary of Assured Guaranty Ltd. ("AGL"), a Bermuda-based holding company 
whose shares arc publicly traded and arc listed on the New York Stock Exchange under the symbol 
''AGO." AGL. through its operating subsidiaries, provides credit enhancement products to the U.S. 
and global public finance, structured finance and mortgage markets. Neither AGL nor any of its 
shareholders is obligated to pay any debts of Assured Guaranty or any claims under any insurance 
policy issued by Assured Guaranty. 

Assured Guaranty is subject to insurance laws and regulations in Maryland and in New York 
(and in other jurisdictions in which it is licensed) that. among other things. (i) limit Assured 
Guaranty's business to tinancial h'Uaranty insurance and related lines; ( ii) prescribe minimum 
solvency requirements. including capital and surplus requirements, (iii) limit classes· and 
concentrations of investments, ( iv) regulate the amount of both the ag~o>rcgate and individual risks that 
may be insured, (v) limit the payment of dividends by Assured Guaranty. (vi) require the 
maintenance of contingency reserves, and (vii) govern changes in control and transactiqns among 
aftiliatcs. Certain state laws to which Assured Guaranty is subject also require the approval of policy 
rates and forms. 

Assured Guaranty's tinanciai·strcngth is rated "AAA'' (stable) by Standard & Poor's, a 
division of The McGraw- I-I ill Companies. Inc. ("S& P"), "Aa2" (on review for possible downgrade) 
by Moody's Investors Service, Inc. ("Moody's'') and "AA" (evolving) by Fitch, Inc. ("Fitch''). Each 
rating of Assured Guaranty should be evaluated inclcpcndcntly. An explanation of the sign ificancc of 
the above ratings may be obtained fr01i1 the applicable rating agency. The above- ratings arc not 
recommendations to buy, sell or hold any security, and such ratings arc subject to revision or 
withdrawal at any time by the rating agencies. Any downward revision or withdrawal of any of the 
above ratings tnay have an adverse cffCct on the market price of any security guaranteed by Assured 
Guaranty. Assured Guaranty docs not guaranty the market price of the securities it guarantees. nor 
docs it guaranty that the ratings on such securities will not be revised or withdrawn. 

Recent Development.\·. 

Ratinl!S. On May 20. 2009, Moody's issued a press release stating that it had placed the 
"Aa2" insurance financial strength rating of Assured Guaranty on review lor possible downgrade. 
Reference is made to the press release. a copy of which is available at www.moodvs.com, lor the 
complete text of Moody's comments. 
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In a press release dated May 4. 2009, Fitch announced that it had downt,>radcd the insurer 
financial strcn!,>th rating of Assured Guaranty to"' AA ·· from·· AAA ··and placed such rating on Rating 
Watch Evolving. Reference is made to the press release, a copy of which is available at 
www. fitchratings.com. for ti1c complete text of Fitch's comments. 

TI1crc can be no assurance as to the outcon1c of Moody's review or the timing of when such 
review may be completed, as to the further action that Fitch may take with respect to Assured 
Guaranty, or as to any action that S&P may take in the future with respect to Assured Guaranty's 
financial strength and financial enhancement ratings. 

for more information regarding Assured Guaranty's financial strcnt,>th ratings and the risks 
relating thereto. sec AGL 's Annual Report on Form I 0-K for the fiscal year ended December 31, 
2008, which was filed by AGL with the Securities and Exchange Commi.ssion ("'SEC') on February 
26, 2009. and AGL ·s Quarterly Report on Form I 0-Q f()r the quarterly period ended March 31. 2009, 
which was filed by AGL with the SEC on May II. 2009. 

AQrecmcnt to Purchase FSA. On November 14. 2008. AGL announced that it had entered 
into a definitive ab>reemcnt to purclwsc Financial Security Assurance Holdings Ltd. ("FSA"), the 
parent of financial guaranty insurance company Financial Security Assurance, Inc. For more 
_information regarding the proposed acquisition by AGL of FSA sec the Annual Report on Form I O
K tiled by AGL with the SEC on February 26,2009. 

Capitalization of Assured Gu11ran~r Corp. As of March 31. 2009. Assured Guaranty had 
total admitted assets of $1 ,921i,329,505 (unaudited). total liabilities of $1.570.615,119 (unaudited), 
total surplus of $355,714.38() (unaudited) and total statutory capital (surplus plus contingency 
reserves) of $1, I 09.71 7,908 (unaudited) determined in accordance with statutory accountit1g 
practices prescribed or permitted by insurance regulatory authorities. As of December 31, 2008. 
Assured Guaranty had total admitted assets of $1.749,484.210 (audited), total liabilities of 
$1.3 71.350.859 (audited), total surplus of $3 78, 133,351 (audited) and total statutory capital (surplus 
plus contingency reserves) of $1.090,288,113 (audited) determined in accordance with statutory 
accounting practices prescribed or permitted by insurance regulatory authorities. The Maryland 
Insurance Administration recognizes only statutory accounting practices for determining and 
reporting the financia I condition and results of operations of an insurance company. f~r determining 
its solvency under the Maryland Insurance Code, and tor determining whether its financial condition 
warrants the payment of a dividend to its stockholders. No consideration is given by the Maryland 
Insurance Administration to financial statements prepared in accordance with accounting principles 
generally accepted in the United States in making such determinations. 

Incorporation t!f Certain Documellls · by Reference. The portions of the following 
documents relating to Assured Guaranty arc hereby incorporated by reference into this Official 
Statement and shall be deemed to be a part hereof: 

• The Annual Report .on Form I 0-K of AGL for the fiscal year ended December 31, 
200X (which was tiled by 1\GL with the SEC on February 26, 2009); 

• The Quarterly Report on Fom1 I 0-Q for the quarterly period ended March 31, 2009 
(which was filed by AGL with the SEC on May II, 2009): and 

• The Current Reports on Fonn 8-K riled by AGL with the SEC, as they relate to 
Assured Guaranty. 
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All consolidated financial statements of Assured Guaranty and all other information relating 
to Assured Guaranty included in documents filed by AGL with the SEC pursuant til Section 13(a). 
13(c). 14 or 15(d) of the Securities Exchange Act of 1934. as amended. subsequent to the date of this 
Official Statement and prior to the termination of the offering of the Certificates shall be deemed to 
be incorporated by reference into this Officia I Statement and to be a part hereof trom the respective 
dates of llling such consolidated financial statements. 

Any statement contained in a document incorporated herein by reference or contained herein 
under the heading "'THE CERTIFICATES- Certificate Insurance- The Insurer'' shall be modified 
or superseded for purposes of this Official Statement to the extent that a statement contained herein 
or in any subsequently liled document which is incorporated by reference herein also modilles or 
supersedes such statement. Any statement so modified or superseded shall not be deemed, except as 
so modilicd or superseded. to constitute a part of this Ofllcial Statement. 

Copies of the consolidated financial statements of Assured Guamnty incorporated by 
reference herein and of the statutory financial statements filed by Assured Guaranty with. the 
Maryland Insurance Administration arc available upon request by contacting Assured Guaranty at 
1325 Avenue of the Americas. New York, New York 10019 or by calling Assured Guaranty at (212) 
974-0 I 00. In addition. the information regarding Assured Guaranty that is incorporated by reference 
in this Oflicial Statement that has been filed by AGL with the SEC is available to the public over the 
Internet at the SEC's web site at http://www.scc.gov and at AGL's web site at 
http://www.assuredguamnty.com. fl·om the SEC's Public Retercnce Room at 450 Fitih Street. N.W .. 
Room I 024, Washin~o>1otL D.C. 20549, and at the office of the New York Stock Exchange at 20 
Broad Street. New York, New York 10005. 

Assured Guaranty makes no representation regarding the Certillcatcs or the advisabi.lity of 
investing in the Certificates. In addition, Assured Guaranty has not independently verified, makes no 
representation regarding, and docs not accept any responsibility for the accuracy or completeness of 
this Official Statement or any information or disclosure contained herein, or omitted hcrctl·om, other 
than with respect to the accumcy of the information regarding Assured Guaranty supplied by Assured 
Guaranty and presented under the heading "THE CERTIFICATES- Certificate Insurance." 

Prepayment 

E~traortlinm:r Prepaymelll. The Certificates arc subject to prepayment prior to their 
respective maturity dates on any day, in whole or in part from Net Proceeds which the Trustee shall 
deposit in the Prepayment Fund or other moneys deposited with the Trustee as provided in the Lease 
at least 45 days prior to the date set for such extraordinary prepayment and credited towards the 
prepayment made by the District pursuant to the Lease, at a prepayment price equal to, in the case of 
Current Interest Ccrtilicatcs. the principal amount thereof: together with accrued interest to the date 
llxcd for prepayment without premium, and, in the case of Capital Appreciation Certificates. the 
Accreted Value evidenced thereby to the date set for prepayment, without premium. 

Optional Prepayment. The Current Interest Certilicatcs maturing on or after AUI,'ltSt I. 2020 
arc subject to optional prepayment prior to their stated maturities, in whole or in part on any day on 
or atier August I. 2019. from any lawfully available source in the event the District exercises its 
option under the Lease to prepay the principal component of the Lease Payments (in integral 
multiples of $5,000), at the principal amount thereof. plus accrued interest to the date fixed for 
prepayment, without premium. 
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In the event the District gives notice to the Trustee of its intention to exercise such option. but 
fails to deposit with the- Trustee on or prior to the prepayment date an amount equal to the 
prepayment price. the District will cont·inue to pay the Lease Payments as if no such notice had been 
gtvcn. 

ll1wulatm:r Siukiug Fuud Prepaymeut. The Current Interest Certificates maturing on 
August I, 2029 arc subject to mandatory sinking fund prepayment prior to maturity on August I of 
the years and in the aggregate principal amounts as set forth in the following table at a prepayment 
price equal to the principal evidenced thereby, plus accrued interest evidenced thereby to the date 
tlxed for prepayment. without premium. 

111 !V\aturity. 

Prepayment Date 
(Au oust I) 

2025 
2026 
2027 
2028 
2029111 

Total 

Principal Amount 

S350.000.00 
395.000.00 
445.000.00 
500,000.00 
555 000 ()() 

S2 245 000 00 

l11e Current Interest Certificates maturing on August I. 2034 are subject to mandatory 
sinkii1g fund prepayment prior to maturity on August I of the years and in the agt,'Tcgate principal 
amounts as set t(lfth in the following table at a prepayment price equal to the principal evidenced 
thereby, plus accrued interest evidenced thereby to the date fixed for prepayment, without premium. 

Prepayment Date 
(August I) 

2032 
2033 
2034111 

ltl 

Total 

Prim:ipal Amount 

S6XO.OOO.OO 
755.000.00 
X35.000.00 

$2 270 000.00 

http://S6SO.000.00
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TI1c Current Interest Cc11ilicatcs maturing on August I. 2039 arc subject to mandatory 
sinking fund prepayment prior to maturity on August I of the years and in the ag!,'Tegate principal 
amounts as set forth in the following table at a prepayment price equal to the principal evidenced 
thereby, plus accrued interest evidenced thereby to the date lixcd for prepayment. without premium. 

Prep~)'lncnt Date 
(Aueusl I) 

(IJ Final Maturity. 

2035 
2036 
2037 
203N 
2039'" 

Principal Amount 

$75.000.00 
%0.000.00 

1.055.000.00 
1.1:\5.000.00 
2.465.000.00 

S5 710 000.00 

The Capital Appreciation Certificates are not sub_ject to prepayment prior to th_eir 
stated maturity dates. 

Selection of' Certificates .fi1r Prepayment. Whenever less than all the Outstanding 
Certificates arc called for prepayment. the Trustee shall select Certitlcales for prepayment. trom the 
Outstanding Certiticatcs not previously called for prepayment. as directed by the District or. if the 
District docs not so direct, pro rata among maturities and by lot within each maturity so that 
following such prepayment remaining annual payments of principal and interest represented by the 
Certificates arc proportionate to the amounts of such payments initially established under the Trust 
Agreement. 

Prepayment Procedures 

When prepayment is authorized or required pursuant to Trust Agreement. the Trustee shall 
give notice of the prepayment of the Ccrtilicatcs. Such notice shall specify: (a) the prepayment date. 
(b) the prepayment price, (c) if less than all of the Outstanding Ccrtiticatcs arc to be prepaid, the 
Certificate numbers (and in the case of partial prepayment. the respective principal amounts), (d) the 
CUSIP mimbers of the Ccrtiticatcs to be prepaid. (c) the place or places where the prepayment will 
be made, (I) the original date of execution and delivery of the Ccrtitlcatcs, (g) the rate of interest 
payable with respect to each Certilicate being prepaid, and (h) any other descriptive information 
regarding the Certilicatcs needed to identify accurately the Ccrtilicates being prepaid. Such notice 
shall further state that on the spccilicd date there shall become due and payable upon each Cc1titicate 
to be prepaid, the portion of the principal amount of such Certilicate to be prepaid, together with 
interest accrued to said date, and tluit from and allcr such date, provided that moneys therefor have 
been deposited with the Trustee, interest with respect thereto shall cease to accrue and be payable. 

Notice of such prepayment shall be sent by lirst class mail or delivery service postage 
prepaid. or by tclccopy, or by such other acceptable means. to the municipal Securities Depositories 
(as defined in the Trust Agreement) on the date of mailing of notice to the Owners by first class mail 
and to the national Information Services (as dclincd in the Trust Agreement) that disseminate 
securities redemption notices. on the date notice is mailed to the Owners and by tirst class mail. 
postage prepaid, to the Corporation and the respective Owners of any Certilicatcs designated lor 
prepayment at their addresses appearing on the Certificate registration books. at least thirty (30) days. 
but not more than sixty (60) days. prior to the prepayment date. Neither failure to receive such notice 
nor any defect in any notice so mailed shall alkct the sufficiency of the proceedings tor the 
prepayment of such Ccrtiticatcs. 
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So long as DTC is the registered Owner of the Certificates, all such notices will be provided 
to DTC as the Owner, without respect to the beneficial ownership of the Certificates: Sec Appendix 
E- "BOOK-ENTRY ONLY SYSTEM" attached hereto. 

Notice having been given to the Owners of the Certificates as aforesaid, and the moneys for 
the prepayment (including the interest to the applicable date of prepayment). having been set aside in 
the Prepayment Fund. the Certificates shall become due and payable on said date of prepayment, and 
upon presentation and surrender thereof at the Principal Office, said Certificates shall be paid at the 
prepayment price with respect thereto, plus interest accrued and unpaid to said date of prepayment. 

If, on said date of prepayment. moneys llw the prepayment of all the Certificates to be 
prepaid. together with interest to said elate of prepayment, shall be held by the Trustee so as to be 
available therefor on such date of prepayment. and, if notice of prepayment thereof shall have been 
given as af()resaicl, then. lhlm and after said date of prepayment, interest with respect to the 
Certificates to be prepaid shall cease to accrue and become payable. All moneys held by or on behalf 
of the Trustee for the prepayment of Certificates shall be held in trust f(Jr the account of the Owners 
of the Certificates so to be prepaid, without liability lor interest thereon. 

Additional Certificates 

Under the terms of the Trust Agreement the District is authorized to sell Additional 
Certificates secured by Lease Payments tor usc and occupancy of the Property. Such Additional 
Certificates would be payable from legally available moneys of the District and be subject to 
appropriation. Sec Appendix A -"SUMMARY OF PRINCIPAL LEGAL DOCUMENTS -Trust 
Agreement" attached hereto. 

SEMI-ANNUAL CERTIFICATE PAYMENT SCHEDULE 

Lease Payments arc required to be made by the District under the Lease on or before 
January 15 and July 15 of each year for the usc and possession of the Property for the period 
commencing as of the Date of Delivery and terminating on August I, 2039. or· extended as provided 
in the Lease. The Lease requires that Lease Payments be deposited in the Lease Payment Fund 
maintained by the Trustee under the Trust Agreement (the "Lease Payment Fund"). On each 
Ccrtilicatc Payment Date. the Trustee will withdraw from the Lease Payment Fund the aggregate 
amount of such Lease Payments and will apply such amounts to make principal and interest 
payments represented by the Certificates when clue ('"Certificate Payments"). The following table 
summarizes the semi-annual Certificate Payments with respect to the Certificates. 
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Current lntcn.'sl Certificates 

Date 
February I .2010 

August 1. 20!0 

Fdmmy 1. 2011 

August I. 2011 

Febru:n-y 1. 2012 

August1.2012 

Fcbru:try I. 20 I J 

August 1.2013 

Fchru;~ry I. 201-J 

August 1. 2014 

Fcbruary I. 2015 

August I. 2015 

Fehn1<1ry I. 201 (l 

August1.201(, 

February I. 2017 

August1.2017 

FcbrtJ<try 1.2111~ 

August1.201~ 

February 1. 2019 

August I. 20 I 9 

Februmy I. 2020 

August I. 2020 

Febru:try I. 2021 

August 1.2021 

February I. 20n 

August I. 2022 

Febru<try 1. 20.23 

August 1. 2023 

Fcl:wumy I. 202.4 
August 1. 2024 

February I. 2025 

August 1. 2025 

February 1.202(, 

August I. 2026 

February I 2027 

August I. 2027 

February I. 202X 

August 1. 202X 

February 1. 2029 

August I. 2029 

February 1. 2030 
August I. 2030 

February 1. 2031 

August I. 203 I 
February I. 2032 

August 1. 2032 
Fehru:n-y I. 2033 

August I. 2033 

February 1. 2034 

August 1. 2034 

Febru:try I. 20J5 

1\ugust I. 20.3) 

February I. 203(t 

August I. 20J(t 

February I. 20J7 

August I. 2037 

Fcbruary I. 20:1:-1 

August I. 203X 

Fcbnmry I. 20Y> 

S21J.Illlll.OO 

40.000.00 

r1o.ooo.oo 

l\5.1100.00 

110.000.00 

135.000.00 

1 (15.000.00 

1lJ5.01JO.OO 

230.000.00 

270.000.00 

310.000.00 

350.000.00 

:195.000.00 

445.(100_00 

500Jl00.00 

555.000.00 

r,go.ooo.oo 

755.000.00 

K3S.OOO.OO 

75.000.00 

%0.(100.00 

1.055.000.00 

1.1 ss.ooo.oo 

August I. 2039 ""1.465.000.00 
TOT;\[. S II N..J"' 000 00 

lnterL"sl 

$393.(154.20 

3J5.~ I X.7S 

JJS.l\ 1 X.7S 

:135.H I X.75 

33S.H 1 X.7S 

335)\ll-1.75 

JJS.Xl X.75 

335}\1 l\.75 

335.Hl N.75 

335.XI l\.75 

335.493.75 

335.493.75 

334.7(,1-'.7." 

JJ4.7(1l\.75 

JJJ.5(1X.75 

.~33.5hl\.7S 

331.7(12.50 

331.7(12.50 

329.2l\7.SO 

J29.2l\7.50 

326.1(15.(13 

326.1(15.(13 

322.1..J3.7S 

322.1-L\.75 

3 1 7 .2fiX.75 

J 1 7 .26X.75 

3 11.37.".00 

311.375.00 

30--L2X7.5ll 

30-4.2X7.50 

2%.150.00 

2%.150.00 

2H6.525.00 

286525.00 

275.tl(J2.50 

275.662.50 

21l3.-t25Jl() 

21lJ.-t25.00 

249.675.00 

249.1l75.00 

2J4.412.50 

23-J.-tl 2.50 

234.412.50 

23--1-.412.:10 

234.412.50 

234.412.50 
214.43750 

2l..JAJ7.50 

192.259.Jl\ 

192.25~lJK 

167.731.25 

lll7.731.25 

165.52X.J3 

I 65.52X.J3 

IJ7.32l\.IJ 

137.32H.IJ 

10h.3J7.SO 

ll)(dJ7.50 

72_409.3:-1 

71 .-tOIJJH 
$16169679 "")"' 

C:mita1 AprreL"imion CL"nil'icat..:s 

S%J:29.20 

53.196.00 

Interest Paid 
at Maturitv 

596.XO--L00 

l\01.051.55 

Total 
Setni-Annual 

Pavmems 

S39J.h54.20 

~35.XJX.75 

J35 .. XIX.75 

335.HIX.75 

335.XIX.75 

335.K\~.75 

3J5.X I X. 75 

335.X I X. 75 

3JS.l\1~.7S 

355.l\IX.75 

:n5.493.75 

3 75.493.75 

334.76:-1.75 

J94.76N.75 

33J.56l\.75 

4 I X.%:-1.75 

331.7(12.50 

..J41.7(12.50 

J29.2l\7.50 

4(14.2H7.50 

32(1. [ (t5.{13 

4()1.165.63 

322.143.7." 

Sl7.143.7S 

Jl7.21ll\.75 

547.26X.75 

311.375.00 

5:-: I.J7S.OO 

304.2l\7.50 

(114.2l\7 .50 

2%.150.00 

(140.150.00 

2S(-i.525.00 

llX1.525.00 

275.(162.50 

720.(,62.50 

263.425.00 

763.425.00 

249.675.00 

X04.675.00 

23--L412.50 

X54.412.SO 

23--1-.412.50 

XX4.412.50 

234.412.50 

914.412.50 

214.437.50 

%9.437.50 

192.25'l.JX 

I .027.25lJ.3X 

1(17.731.25 

I.Ol\7.73 1.25 

I (15.52l\.1J 

.125.52X.l3 

137.32X.13 

1.192.32:-1.13 

I 0(1.337.50 

Total 
Annual 

Pavments 

ll71.637.50 

67\.637.50 

1171.637.50 

(19 [ .637.511 

710.9:-17.50 

729.537.50 

752.137.50 

773.525.00 

7113.575.00 

l\17.331.2(1 

X3iJ.2X7.50 

:-192.750.00 

91 S.575.00 

9..J2.300.1l0 

l)(il\.050.00 

9%.325.00 

I .02(1.!-~50.00 

1.054.350.00 

I.ORS.:'C5.00 

I UL:-125.00 

14H.K25.00 

I.IB3J.:.75.00 

1.21 11.511-'.7(\ 

1.255.402.50 

t .329.656.2(1 

1.261.337.50 1.3(,7.(175.00 

72.409JX 

2.537A09.3S 2.601J.R1X.7(t 
SW J'l) 6]l) 'l"'i $}!1 I '"H) 6]l) 'l"' 

For more complete information regardmg the District"s outstanding long-term debt sec 
"DISTRICT FINANCIAL MATTERS- District Debt Structure." 
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SECURITY AND SOURCES OF PAYMENT OF THE CERTIFICATES 

Neither the Certificates nor the obligation of the District to make Lease Payments 
constitutes an obligation of the District for which the District is obligated to levy or pledge, or 
for which the District has levied or pledged, any form of taxation. Neither the Certificates nor 
the obligation of the District to make Lease Payments constitutes a debt of the District, the 
State of Calililrnia or any of its political subdivisions within the meaning of an~· constitutional 
limitation or violates any statutory debt limitation. 

General 

Each Certificate represents a fractional interest in the Lease Payments and prepayments to be 
made by the District to the Tmstee under the Lease.· The District is obligated to pay Lease Payments 
from any source of legally available funds. and has covenanted in the Lease to include all Lease 
Payments coming due in its annual budgets and to make the necessary annual appropriations thercl(>r. 
l11c Corporation, pursuant to the Assignment Agreement. has assigned all of its rights under the 
Lease (excepting certain rights as specified therein). including the right to receive Lease Payments 
and prepayments, to the Trustee lor the bene lit of the Owners. By the lifteenth day of each January 
and July (if such day is not a Business Day, the next succeeding Business Day), the District must pay 
to the Trustee a Lease P[ryment (to the extent required under the Lease) which is equal to the amount 
necessary to pay the principaL if any, and interest due with respect to the Ccrti!icatcs on the next 
succeeding Certificate Payment Date. 

Under the Lease, the District agrees to pay certain taxes. assessments. utility charges, and 
insurance premiums charged with respect to the Property and the Certi!icatcs and fees and expenses 
of the Trustee. The District is responsible for repair and mai'ntcnance of the Property during the term 
of the Lease. The District may at its own expense in good faith contest such taxes. assessments and 
utility and other charges if certain requirements set lorth in the Lease arc satisfied, including 
obtaining an opinion of counsel that the Property will not be subjected to loss or I(Jr!citure. 

l11e District's obligation to make Lease Payments will be abated in the event oC and to the 
extent ot: substantial interference with usc and possession of the Property arising fr9m damage, 
destruction, or taking by eminent domain or condemnation of the Property. Abatement would not 
constitute a dctault under the Lease and the Trustee would i1ot be entitled in such event to pursue 
remedies against the District. Sec "RISK FACTORS- Abatement'' herein. 

Should the District dc!ault under the Lease, the Trustee, as assignee of the Corporation. may 
terminate the Lease and re-lease the Prope1ty or may retain the Lease and hold the District liable for . 
all Lease Payments thereunder on an annual basis. Under no circumstances will the Trustee have the 
right to accelerate Lease Payments. Sec '"RISK FACTORS- No Acceleration Upon Default" herein. 

Lease Payments 

Subject to the provisions of the Lease regarding abatement in the event of loss of usc and 
possession of any portio-n of the Property (sec "RISK FACTORS - Abatement" herein) and 
prepayment of Lease Payments (sec the provisions relating to prepayment under the caption "THE 
CERTIFICATES'' above). the District at,'fees to pay to the Corporation, its successors and assigns, as 
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· annual rental for the usc and possession of the Property, the Lease Payments to be due and payable 
on January 15 and July 15 of each year (each, a ''Lease Payment Date"). 

Any monies deposited in the Lease Payment Fund during the month preceding a Lease 
Payment Date (other than amounts resulting from the prepayment of the Lease Payments in part hut 
not in whole pursuant to the Lease and other amounts required for payment of past due principal or 
interest with respect to any Certificates not presented for payment) shall he credited to the payment 
of Lease Payments due and payable on such Lease Payment Date. 

The Trust Agreement requires that Lease Payments be deposited in the Lease Payment Fund 
maintained by the Trustee. Pursuant to the Trust A)o,'Tecmcnt, on February I and August I of each 
year, commencing August I, 2009, the Trustee will apply such amounts in the Lease Payment Fund 
as arc necessary to make interest and principal payments, respectively, with respect to the 
Certificates as the sa1\1c shall become due and payable, in the amoun\s specified in the Lease. 

Reserve Fund 

A debt service reserve fund (the "Reserve Fund") is established by the Trust Agreement in an 
amount equal to the least of (i) maximum aggregate annual Lease Payments payable under the Lease 
in any Certilicatc Year, (ii) 125% of the average annual agt,~·egate Lease Payments then payable 
under the Lease (calculated based on Certilicate Years), or (iii) .10% of the original face amount of 
the Certilieates and/or the Additional Certificates, as applicable (collectively, the "Reserve 
Requirement"). The full amount available in the Reserve Fund may be used by the Trustee in the 
event of abatement or failure by the District to make Lease Payments with respect to the Certificates. 
The Reserve Fund shall initially be funded from proceeds of the Certificates deposited therein. 
Subject to the requirements and restrictions contained in the Trust Agreement, the District may 
thcrcallcr substitute a line of credit letter of credit an insurance policy, surety bond or any other 
comparable credit facility (each, a ''Reserve Facility") or combination thereof~ which in the ag~o,>rcgate 
makes funds available in the Reserve Fund in an amount equal to the Reserve Fund Requirement; 
provided, however, the long-tcn11 unsecured debt or claim-paying ability, as the case may be, of the 
provider of any such Reserve Facility, must be rated in the highest category by Standard & Poor's, a 
Division of the McGraw-Hill Companies Inc. ("S&P") and/or Moody's Investors Service 
("Moody's"). 

The District is obligated to replenish the Reserve Fund up to the Reserve Requirement by 
paying reserve replenishment rent under the Lease ("Reserve Replenishment Rent'') in the event that 
amounts have been withdrawn from the Reserve Fund to pay principal of or interest with respect to 
the Certificates or there shall be a valuation deficiency in the Reserve Fund resulting from a decrease 
of I O'X, or more of the market value of the Permitted Investments in the Reserve Fund or the Lease 
Payment determined pursuant to the Trust Agreement. Reserve Replenishment Rent will be paid, 
however, only if (i) Lease Payments arc not in abatement (ii) an appmisal conducted by a ccrtilied 
appraiser demonstrates that the amount of such Lease Payments is less than the fair rental value of 
the Prope1ty, and (iii) the amount on deposit in the Reserve Fund is less than the Reserve 
Requirement or the amount on deposit in the Lease Payment Fund is less than the amount required 
to be on deposit therein corresponding to the cumulative gross Lease Payments. Sec Appendix A -
"SUMMARY OF PRINCIPAL LEGAL DOCUMENTS -The Lease - Lease Payments- Reserve 
Replenishment Rent'' attached hereto. To the extent that the conditions to payment of Reserve 

·Replenishment Rent arc satisfied under the Lease, the District will be obligated to pay Reserve 
Replenishment Rent to the Trustee regardless of whether or not the District is in default under the 
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Lease. Interest or income received by the Trustee on investment of monies in the Reserve Fund will 
be retained in the Reserve Fund so long as amounts on deposit in the Reserve Fund arc less than the 
Reserve Requirement. 

The Trustee shall. on or before January 15 and July 15 of each year, provide written notice to 
the District or any moneys which arc estimated to be on hand in the Reserve Fund (including 
investment earnings) in excess or the Reserve Requirement on the next succeeding February I or 
August I. as the case may be. and three Business Days immediately preceding any Lease Payment 
Date, the Trustee shalltransrer such excess moneys to the Project Fund to be applied lor the purposes 
specified in the Lease. and thereafter to the Lease Payment Fund to be applied to the Lease Payment 
then due from the District. 

Additional Payments 

In addition to the Lease Payments. the District shall also pay such Additional Payments as 
shall be required for the payment or all administrative costs of the Lessor relating to the Property or 
the Certificates. including without limitation. amounts due by the District to the Reserve Insurer. all 
expenses. compensation and indenmilication of the Trustee payable by the District under the Trust 
Agreement, taxes of any sort whatsoever payable by the Lessor as a result of its interest in the 
Property or undcrtak ing of the transact ions contemplated in the Lease or the Trust Agreement, fees of 
auditors. accountants, attorneys or engineers. any amounts due to the Insurer and all other necessary 
administrative costs of the Lessor or charges required to be paid by it in order to maintain its 
existence or to comply with the terms of the Certificates or of the Trust Agreement including 
premiums or insurance "maintained pursuant to the Lease to indemnify the Lessor and its employees, 
officers and directors, the Corporation and its agents. successors and assigns and the Trustee. 

Insurance 

Pursuant to the Lease. the District will obtain a CLTA leasehold title insurance policy on the 
Property in an amount equal to the ag);rcgatc principal component of Certificates Outstanding, The 
Lease ·also requires that the District maintain rental interruption insurance to insure against loss of 
Lease Payments trom the Property in an amount not less than the maximum remaining scheduled 
Lease Payments in any future twenty-four-month period. TI1e District is obligated to obtain a 
standard comprehensive general public liability aile! property damage insurance policy or policies and 
workers' compensation insurance. The District is also obligated to procure and maintain casualty 
insurance providing coverage against loss or damage to the Property. Sec Appendix A -
""SUMMARY OF PRINCIPAL LEGAL DOCUMENTS- The Lease" attached hereto. 

TI1c proceeds of any rental interruption insurance will be paid to the Trustee and deposited in 
(i) the Reserve Fund to make up any deficiency therein and (ii) in the Lease Payment Fund to be 
credited towards the payment of the Lease Payments in the order in which such Lease Payments 
become due and payable. The Lease requires the District to apply the Net Proceeds of any insurance 
award received by it either to replace or repair the Property "Or to prepay Ccrtilicates if certain 
ccrtitications with respect to the adequacy of the Net Proceeds to make repairs. and the timing 
thereof, cannot be made. The amount of Lease Payments will be abated and Lease Payments due 
under the Lease may be reduced during any period in which material damage or destruction to all or 
part of the Property substantially interferes with the District's usc and possession thereof. Sec "'RISK 
FACTORS- Abatement'' herein. 



ESTIMATED SOURCES AND USES OF PROCEEDS 

ll1c estimated sources and uses of proceeds to be received from the sale of the Certificates 
arc as follows: 

Sources 

Principal Amount 
Original Issue Discount 

Total 

Project Fund 
Lease Payment Fqnd 
Reserve Fund 
Costs of Delivcry"1 

Total 

$11.998.973.65 
(204 80) 

$11.99R 768.85 

$8.362.393.69 
1.878,095.13 
I, 199.897.3 7 

558.382.66 
S I 1.998. 768.R5 

!If ln<.:ludcs Underwriter's discount. cc11ificatc insurance premium. financial ndvisOI)' ICes. legal fees. printing fees and other 
lnisccllancous cosL'> ufissuam:c. 

SANTA CRUZ COUNTY INVESTMENT POOL 

ThejiJ!Imriug infiwmation has been prorided bv the Treasurer-Tux Collector olSon/a Cruz 
County (the ''Treasurer'). and neither the District nor the Underwriter toke any responsibilityj(w 
the accurac~v or completene.\·s therer!{ Further il?f'ormation may be ohtained.fi·om the Treasurer a/ 
H'll'll'. co.santo-cnc.ca.uslftc. 

State law requires that all moneys of the County, special districts, and school districts 
(including the District) be held by the Treasurer. All surplus funds of the county arc invested by the 
Treasurer. The County's General fund and such other funds arc maintained in the County Pooled 
Investment fund (the ''County Pool"). which is managed ·by the Treasurer. ll1e County Pool is 
governed by the County's Investment Policy for Pooled Investment Funds (the ''Investment Policy") 
as authorized by Sections 53601 et seq. and 53635 et seq. of the Government Code of the State which 
is presented to and approved annually by the Board of Supervisors. This policy defines invisible 
funds, authorized instruments, credit quality required. maximum maturities and concentrations and 
collateral requirements. and provides the approved credit standards, investment objectives and 
specific constraints of the portfolios managed. ll1c Investment Policy also authorizes the 
establishment and periodic review of Investment Guidelines which provide specific guidance to the 
port folio managers. These Investment Guidelines arc fully consistent with and subordinate to the 
Investment Policy. The following information was provided by the District and the Santa Cruz 
County Treasurer's of!ice. 

ll1e Santa Cruz County Treasurer-Tax Collector (the "Treasurer") is responsible lor the 
investment of all moneys deposited into the County treasury. In addition to the various funds of the 
County, many local agencies, such as cities and school districts within the Counly, deposit excess 
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funds with the Treasurer for investment in accordance with State law. Each depositor is assigned a 
distinct fund number within the County Treasury. Cash represented by the fund balances is 
commingled in a Pooled Cash Portfolio ("'Pool""): no funds arc segregated for separate investment. 
Investments arc placed in those securities authorized by California Government Code Section 53635, 
which inc luclcs obligations of the Unikd States Treasury. Agencies oft he Un itcd States Government, 
local and State bond issues. bankers acceptances, commercial paper of prime quality, cct1ificates of 
deposit (both collateralized and negotiable). repurchase and reverse repurchase agreements. medium 
term corporate notes. shares of beneficial interest in diversified management companies (mutual 
funds), and asset backed (including mortgage related) and pass-through securities. 

Each year, the Treasurer prepares an Annual Statement of Investment Policy (the 
"'Investment Policy'"). which provides a framework for the investment practices relating to the 
County treasury. As a matter of County practice, the Investment Policy is lilcd annually with the 
Board of Supcrvisoi·s. The ctment Investment Policy provides that the County's investment 
objectives arc ·'capital pt'eservation and liquidity. while seeking high current income consistent with 
capital preservation and liquidity.'" Current Investment Policy as well as State law prohibit purchase 
of any inverse lloated types of securities. 

The Investment Policy may he changed at any time at the sole discretion of the County 
(subject to the State law provisions relating to authorized investments). Therei(Jre, there can 
he no assurance that State law and/or the Investment Policy will not be amended in the future 
to allow tor investments which are currently not permitted under such State law or the 
Investment Policy, or that the objectives of the County with respect to investments will not 
change. 

l11c State legislature has enacted legislation which amended, among other things, the 
authorized investment language pertaining to investments that may be made with funds on deposit in 
a county treasury. This legislation. S.B. 866, restricts investments in repurchase and reverse 
repurchase agreements and prohibits investments in inverse floaters, range notes, interest only strips, 
or any security that could result· in zero interest accrual periods of held to maturity (provided, 
however, that any such securities presently owned by a treasury pool may be held to maturity). 
S.B. 866 became effective as of January I, 1996. The County has revised the County Investment 
Policy in accordance with S.B. 866 in order to comply with applicable law. 

S.B. 866 mandates the creation of an oversight committee comprised of three to eleven 
members. which shall be appointed lrom the following: the county treasurer, the county 
auditor/auditor controller or director of finance, a representative appointed by the county board of 
supervisors. up to five members of the public, and a special districts representative and a school 
districts rcprescnfative. The role of the oversight committee is to review and monitor an investment 
policy that is prepared by the county treasurer as described below. 

The State legislature has also enacted legislation requiring county treasurer-tax collectors to 
annually p·rcparc and submit to the State's Pooled Investment Board a written statement of 
investment policy and a quarterly report on investments in the county pooled investment portfolio. 
This legislation. S.B. 564, also requires county treasurer-tax collectors to prepare and submit to the 
county Board of Supervisors and the oversight committee established under S.B. 866 a statement of 
investment policy for approval at a public meeting. Any amendments to such investment policy must 

· also be considered by the county Board of Supervisors at a public meeting. In addition, the county 
treasurer-tax collectors arc required to tender a quarterly report to the chief executive officer, the 
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county auditor. controller. secretary or cotTcsponding officer of the local agency and the county 
Board of Supervisors describing, among other things. the types, maturities and market values of the 
various securities in the county pooled investment portl'olio and any noncompliance with governing 
law during such quarter. 

The State Legislature may from time to time consider various bills submitted for legislative 
enactment which would modify the currently authorized investments and place restrictions on the 
ability of municipalities to invest in various securities. Therefore, there can be no assurances that 
future investments in the Pool will not vary signiticantly from the investments described herein or as 
currently authorized by State law. 

Investments in the Pool arc marked-to-market monthly by the County's custodian bank. The 
market value of investments in the Pool (by investment type}as of the close of business on March 31. 
2009 is set forth in the chart below. Although. the market value or ccrtai1i types of investments is 
less that the County's net book value for those investments. the County docs not anticipate that it will 
realize any losses with respect to such investments since the County intends to hold such investments 
until their maturity. However. unexpected withdrawals t!·mn the Pool could force the sale of some 
investments prior to maturity which could result in realization or losses with respect to those 

·particular investments. Such unexpected withdrawals arc presently considered unlikely by the 
County, based on historical patterns relating to the Pool. 

The following tables rellcct various information with respect to the Santa Cruz County 
Investment Pool as of the close of business on March 31.2009. As described above. a wide range of 
investments arc authorized under State law. Thercli>re. there can be no assurances that future 
investments in the Pool will not vary sib~lificantly from the investments described below. In 
addition, the market value of the various investments in the Pool will fluctuate on a daily basis as a 
result of a multitude or lirctors. including generally prevailing interest rates. changes in credit quality 
of particular investments and other economic conditions. Therefore, there can be no assurance that 
the values of the various investments in the Pool will not vary signillcantly in the future lrom the 
values described below. 

Book %.of 
Security Tvpe Value· Yield P<tr Value Market Value Portli>lio 

U.S. Treasuries SI~I.X09.143.36 0.60 1% s 180.000.000.00 SIX 1.84 I .X50.00 29.17% 
U.S. Government Agencies 330.276.546.74 1.50 330.000.000.00 33 I .691.042.50 53.00· 
Medium Term Notes 60,069,513.X I 2.85 60.000.000.00 59.542,07 5.00 9.G4 
Bankot'Jhe West 15.015.982.55 0.70 I 5.0 15.9X2.55 I 5.0 I 5.982.55 2.41 
Money Markel Mutual Funds 16.000.000.00 0.74 16.000.000.00 16.000,000.00 2.57 
LA IF 20Jl43.154JP .L.2.l 20.043.154.02 20.043 154.02 'oo 

~ 

TOTAL 5623114.340.48 1.34%. 621.059.136.57 624.134.104.07 I OIJ.!lO'X. 

Source: COIIllZl' (!(.Yanlu Cm:: Trcus11rer-Tu.r Collector. 

As of March 31. 2009, 21.29% of the pool's investments had a maturity between 2 and 90 
days. 45.71'% between 91 days and I year. 27.07% between I year and 2 years, and the remaining 
5.94'X, would mature overnight. The weighted average maturity of the pool as of March 31. 2009 is 
242 days. 
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RISK FACTORS 

Tite following factors, together with all othcr.inlonnation provided in this Onicial Statement, 
should be considered by potential investors in evaluating the purchase of the Certificates. The 
discussion below docs i10t purport to be. nor should it be construed to be, complete nor a summary of 
all lttctors which may affect the llnancial condition of the District, the District's ability to make 
Lease Payments in the future, the clfcctivcncss of any remedies that the Trustee may have or the 
circumstances under which Lease Payments may be abated. 

No representation is made as to the future financial condition of the District. Payment of the 
Lease Payments is a general fund obligation of the District and the ability of the District to make 
Lease Payments may be adversely affected by its linancial condition as of any particular time. 

General Considerations - Security for the Certificates 

Titc obligation of the District to make the Lease Payments docs not const itutc a debt of the 
District or of the State or of any political subdivision thereof within the meaning of any constitutional 
or statutory debt limit or restriction, and docs not constitute an obligation for which the District or the 
State is obligated to levy or pledge any lonn of taxation or tor which the District or the State has 
levied or pledged any lorm of taxation. 

Although the Lease docs not create a pledge, lien or .encumbrance upon the ti.mds of the 
District, the District is obligated under the Lease to pay the Lease Paymenls and Additional 
Payments from any source of legally available funds and the District has covenanted in the Lease that 
it will take such action as may be necessary to include all Lease Payments and Additional Payments 
due under the Lease in its annual budgets and to make necessary annual appropriations for all such 
rental payments. The District is currently liable and may become liable on other obligations payable 
from general revenues, some of which may have a priority over the Lease Payments. 

TI1e District has the capacity to enter into other obligations which may constitute additional 
charges against its revenues. To the extent that additional obligations arc incurred by the District, the 
funds available to make Lease Payments may be decreased. In the event the District's revenue 
sources arc less than its total obligations. the District could choose to fund other activities before 
making Lease Payments and other payments due under the Lease. 

Constitutional and Statutory Provisions Affecting District Revenues aud Appropriations 

Article XIIIB of the State Constitution places certain limits on the appropriations the District 
ts permitted to make. See "CONSTITUTIONAL AND STATUTORY LIMITATIONS ON 
DISTRICT REVENUES AND APPROPRIATIONS'' herein. 

Abatement 

Titc obligation of the District under the Lease to pay Lease Payments is in consideration for 
the usc and possession of the Property. The obligation of the District to make Lease Payments (other 
than to the extent that funds to make Lease Payments arc available in the Lease Payment Fund and 
the Reserve Fund) may be abated in whole or in part if the District docs not have full usc and 
possession of the Property. 
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TI1c mnount of Lease Payments due under the ·Lease will be adjusted or abated during any 
period in which by reason of damage, destruction or taking by eminent domain or· condemnation, 
there is substantial interference with the usc and possession of any portion of the Property. During 
abatement, available moneys on deposit in the Res·erve Fund and the Lease Payment Fund. and other 
special.source' of money, including without limitation proceeds of rental interruption insurance, shall 
be applied to pay the Lease Payments. 

If d<unagc or destruction to the Property results in abatement or <Icljustmcnt of Lease 
Payments and the resulting Lease Payments. together with moneys in the Reserve Fund, Lease 
Payment Fund, or other special sources of money. including without limitation proceeds of rental 
interruption insurance, arc insttf'ficicnt to make all payments of principal and interest clue with respect 
to the Ceniticates during the period that the Propelly is being replaced. repaired or reconstructed, 
then such payments of principal and interest may not be made, and the only remedy available to the 
Trustee or Owners will be the proceeds from rental interruption insurance. Such msurance rs 
required to provide coverage of Lease Payments for up to two years during this period. 

Notwithstanding the foregoing provisions of the Lease and the Trust Agreement specifying 
the extent of abatement in the event of the District's tirilurc to have usc and possession of the 
Property. such provisions may be superseded by operation of law and, in such event. tile resulting 
Lease Payments of the District may not be sufficient to pay all of that portion of the remaining 
principal and interest with respect to the Certificates Outstanding. 

Absence of E~rthquake Insurance 

Much of California is seismically active, with numerous faults that could be earthquake 
sources. The District is not obligated under the Lease to procure and maintain. or cause to be 
procured and maintained, earthquake insurance on the Property being leased, and docs not anticipate 
doing so. Thus, if seismic activity caused significant damage to the Property. the value of such 
property could be adversely atlcctcd. The District is not able to predict whether or to what extent 
these results might occur. 

Other Limitations on Liability 

Although the District covenants to budget and appropriate annually to provide for Lease 
Payments, the District has not pledged its full faith and credit to such payment. In the event that the 
District's revenue sources arc less than its total obligations in any year. the District could choose to 
fund other District services before paying one or all of the annual Lease Payments. 

Except as expressly provided in the Trust Agreement. tile Corporation shall not have any 
obligation or liability to the Owners with respect to the payment when due of the Lease Payments by 
the District. or with respect to the peri(mnancc by the District of other agreements and covenants 
required to be performed by it contained in the Lease or the Trust Awccment, or with respect to the 
performance by the Trustee of any right or obligation required to be performed by it contained in the 
Trust Agreement. 

TI1e enforceability of the rights and remedies of the Owners of the Cellilicatcs. and the 
obligations incurred by tl)e District. may become subject to the lollowing: the Federal Bankruptcy 
Code and applicable bankruptcy. insolvency, reorganization, moratorium. or similar laws relating to 
or affecting the entorccmcnt of creditors' rights generally. now or hcrealicr in effect: usual equity 
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principles which may limit the specific. enforcement under state law of cc11ain remedies; the exercise 
by the United States of America of the powers delegated to it by the Constitution; and the reasonable 
and necessary exercise. in certain exceptional situations, of the police powers inherent in the 
sovereignty of the State of California and its governmental bodies in the interest of servicing a 
sib~1ificant and legitimate public purpose. Bankruptcy proeeedings. or the exercise of powers by the 
federal or state government, if initiated. could subject the Owners to judicial discretion and 
interpretation of their rights in bankruptcy or otherwise. and consequently may entail risks of de lay, 
limitation. or modification of their rights. 

No Acceleration Upon ()cfault 

In the event of a default by the District, the remedy of acceleration of the remaining Lease 
Payments is not available. TI1e District will only be liable for Lease Payments on an annual basis. 
and the Trustee would in the event of dcl'ault be required to seck a separate judgment each year for 
that ycar·s de"tultcd Lease Payments. Any such suit lor money damages would be subject to 
limitations on legal remedies against public agencies in California. 

Limited Recourse on ()efault 

The Lease and the Trust Agreement provide that the Trustee may take possession of the 
Property and re-lease it if there is a del~tult by the District and that, in the event such re-leasing 
occurs, the District would be liable for any resulting delicicncy in the Lease Payments. The Lease 
provides that the Trustee may have such rights of access to the Property as may be necessary to 
exercise any remedies. Portions of the Propetiy may not be easily recoverable, because they may be 
affixed to property not owned by the Corporation and. even if recovered, may be of little or no value 
to others. Furthermore, due to the essential nature of the Property in relation to the District, it is not 
certain whether a court would permit the exercise of the remedies of repossession and leasing with 
respect thereto. The Trustee is not empowered to sell the Property tor the benefit of the Owners. In 
the event of a delault, there is no available remedy of acceleration of the total Lease Payments due 
over the term of the Lease. The District will be liable for Lease Payments only on an amiual basis, 
and the Trustee would be required to seck a separdte judgment in each fiscal year for that fiscal 
year's rental payments. 

Alternatively, the Trustee may terminate the Lease with respect to the Property and proceed 
against the District to recover damages pursuai1t to the Lease. Any suit for money damages would be 
subject to limitations on legal remedies against school districts in California. including a limitation 
on enforcement of judgments against funds needed to serve the public wei !are and interest. 

Substitution of Property 

TI1c Lease provides that, upon the satisfaction of certain conditions specified therein, the 
District may substitute other public facilities or real property for all or any portion of the Property. 
The Lease requires that any property which will comprise the Property a tier such a substitution must 
have a useful life and "'ir rental value at least equal to the useful life and lair rental value of the 
Property at the time of substitution. Such a replacement could have an adverse impact on the 
security tor the Certificates. particularly if an event requiring abatement of Lease Payments and 
Additional Payments were to occur subsequent to such substitution. 



Property Values 

The District has cstim:ttcd the value of the real property constituting the Property. (Sec 
"THE PROPERTY'') herein. The estimate makes certain assumptions which could affect the 
estimate of property value. If any of these assumptions arc proven incorrect, there could be a 
negative impact on value. 

l11c estimates as to valttcs arc merely the opinions of the District as of the date the Property 
was last insured. The District has not sought the present opinion of any other appraiser. A different 
present opinion of such value might be rendered by an appraiser. 

The Icc estate will not be assigned to the Trustee but, rather. the rights of the Corporation 
under the Lease. which is for ;t limited term. will be assigned to the Trustee. (Sec Appendix A -
"SUMMARY OF PRINCIPAL LEGAL DOCUMENTS") attached hereto. Thus. the value of the 
real property constituting the Property and the buildings and improvements thereon arc ·not 
necessarily an accurate measure of the value of the interest in the Lease assigned to the Trustee. 

Loss of Tax Exemption 

As discussed under the heading "TAX MATTERS." certain acts or omissions of the District 
in violation of its covenants in the Trust Agreement and the Lease could result in the interest (and 
original issue discount) represented by the Certificates being includable in gross iticomc for purposes 
of fcdcml income taxation retroactive to the date of delivery of the Certificates. Should such an 
event of taxability occur, the Certificates would not be subject to a special prepayment and would 
remain Outstanding until maturity. 

THE CORPORATION 

l11c Live Oak School District Financing Corporation of California is a non-profit public 
benefit corporation organized and existing under the laws of the State of California. The Corporation 
has the authority to assist the District in financing the construction. modernization and upgrade of 
District sites and t>tcilities. The Corporation's principal place of business is located at 984-1 
Bostwick Lane. Santa Cruz. California. 

LIVE OAK SCHOOL DISTRICT 

Introduction 

The District provides public, elementary school education within a five square mile area in 
Santa Cruz County, including niuch of the City of Santa Cruz and unincorporated areas of the 
County. The District currently operates three elementary schools, one middle school. an alternative 
education center, one charter school and one charter high school. Average daily attendance during 
the 2008-09 year is projected to be 1.824 students. l11c District has a 2008-09 assessed valuation of 
$2,875.6 75.309. 

Unless otherwise indicated. the following linancial. statistical and dcmo6'Taphic data has been 
provided by the District. Additional inl(mnation concerning the district and copies of the most recent 



and subsequent audited financial reports of the District may be obtained by contacting: Live Oak 
School District, 984-l Bostwick Lane, Santa Cruz, California 95062, Attention·. Supct'inlcndcnt. 

Ad ministration 

The District is governed by a five-member Governing Board, each member of which is 
elected to a four-year tcrlll. Elections for positions to the Board arc held every two years. alternating 
between two and three available positions. Current members of the Board. together with their office 
and the date their term expires, arc listed below: 

Board tvlember 
Larry Perlin 
Bernard Brlc1Y1on\ 
Paul Franklin 
Mikt: Pisenti 
K.:1rcn Palmer 

GOVERNING IIOAIW 
Live Oak School District 

Office 
President 
Clerk 
Member 
Member 
Member 

Term Expires 
November 2012 
Novernber 20 I l 
November 20 I 0 
November 20 I 0 
November 20 I 0 

The Superintendent of the District is responsible for administering the alTa irs of the District 
in accordance with the policies of the Board. The District also employs a Chief Business Official. 

Briefbiographics follow: 

Dr. David Paine, Superimendent. Dr. Paine has served as Superintendent of the.District 
smce November of 2004. after serving the District for five years as Assistant Superintendent of 
Educational Services and f(>r eight years as an elementary school Principal. Before coming to the 
District. Dr. Paine spent eight years in the Santa Cruz City Schools District as an Assistant Principal 
and Teacher, and five yenrs at the University ofCnlifornia. Santa Cruz ("UC Santa Cruz") as a Child 
Development Center Teacher. Dr. Paine also has experience as an adjunct litculty member at UC 
Santa Cruz, the California State University at Monterey Bay. and .San Jose State University. Dr. 
Paine earned a Bachelor of Arts dc;,~·ec in Politics at UC Santa Cruz. a Master of Arts des~·cc in 
Education (Administration and Supervision) at San Jose State University, and a Doctorate dct,'TCC in. 
Educational Leadership Ji·om the University of LaVerne. 

Dr. Paine has elected to retire from the District eiTcctivc June 30. 2009. Tamra Taylor, 
Director of PI/TI Schools and Programs for the San Juan Unified School District. has appointed by 
the Board as Dr. Paine's successor. 

Patricia P. Demiug, Chic{ Busiuess Official. Ms. Deming has served as the Chief Business 
Official for the District since 2007. She was the Budget Analyst for \he District !i·om 2006 to 2007. 
Ms Deming has been etnployed with the District since 1995. working in scvcra I different capacities. 
Ms. Deming also worked in the Snnta Cruz County Auditor's Otlice for eight years and before that 
was employed in private business accounting. Ms. Deming has a degree in Psycholo;,'Y from the 
State University of New York at Brockport, and has continued her post-graduate education in 
accounting and school business. 
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Average Daily Attendance and Enrollment 

Tl1e total overage daily attendance ("A.D.A.") forthc 2008-09 academic year is projected to 
be 1824 students. On average throughout the District, the pupil to teacher ratio is approximately 22 
to I in grades K through 8. The District has fully implemented class size reduction in grades K-3. 

Tl1c following table rellccts the A.D.A and enrollment lor the District lor the last eight years: 

' 1' Projected_ 

AVERAGE DAILY ATTENDANCE AND ENROLLMENT 
Fiscal Years 211111-111 through 2008~19 

Fiscal Year 

2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
200(>-07 
2007-08 
2008-091 II 

Livt• Oak Schon( District 

Average Daily 
Attendance 

I ,987 
1.900 
l.XX6 
1.91 X 
I .XXS 
1.851 
1.837 
1.824 

Enrollment 

2.070 
1.969 
2.114 
2.000 
1.973 
I. 93 () 

1.933 
IJN8 

Source: !.in' Oak School !Jislricl. 

Labor Relations 

As of April20, 2009, the District employed 140 full-time equivalent certificated employees 
and 77 full-time cquiva lent classified cmp loyees. These employees. except management and some 
part-time employees. arc represented by two bargaining units as noted below: 

Labor Organization 

LABOH BARGAINING UNITS 
Live Oak School District 

Number of Employees 
ln Organization 

Live Oak Eleincntary Teacher's Assm:iation 
California School Employees Association 

121 
96 

s·ourc(': Lin! Oak .\'chotd District. 

District Retirement Systems 

Contract 
Expir:-~lion Date 

~unc 30. 2012 
June 30. 2009 

The District participMes in the State of California Teachers Retirement System ("STRS"). 
This plan covers all full-time and most part-time certi!icatcd employees. T11c District's contribution 
to STRS was $732.684 lor fiscal year 2006-07. $721 .652 for fiscal year 2007-08 and is projected to 
be $61 1.229 f(lr liscal year 2008-09. In order to receive STRS bene tits, an employee must be at least 
55 years old and have provided five years of service to California public schools. 

The District also participates in the State of California Public Employees Retirement System 
("PERS"). This plan covers all classified personnel who arc employed more than four hours per day. 
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The District's contribution to PERS was $173.778 for fiscal year 2006-07, $199,255 for fiscal year 
2007-0X and is projected to be $212,465 lor tlscal year 2008-09. In order to receive PERS benefits, 
an employee must be at least 50 years old and have provided live years of service to California 
public schools. 

The District is currently required by statute to contribute 8.25'X, or eligible salary 
expenditures to STRS, while participants contribute 8% of their respective salaries. STRS has a 
substantial statewide unfunded liability. Since this liability has not been broken down by each school 
district, it is impossible to determine the District's share. The District was required to contribute to 
PERS at an actuarially determined rate, which was 9.4'Vo of eligible salary expenditures lor fiscal 
year 2008-09, while participants contribute 7% of their respective salaries. 

Other Post-Employment Benefits 

The District provides medical, dental and vision insurance coverage (the ··rost-Employn\ent 
Benefits"), as prescribed in the various employee union contracts. to retirees meeting plan eligibility 
requirements. For all employees, the Post-Employment Benefits arc provided for a maximum period 
of live years. and in no instances past the age of 65. For ccrtillcated employees, the eligibility 
requirements arc at least 25 years or service to the District and a minimum age of 55. For such 
employees, the District contributes I 00% of the cost of insurance premiums. For classified and 
management employees, the minimum eligibility requirements arc at least 15 years of service to the 
District and a minimum of age 50 and 55 years. with respect to c'iassified and management 
employees, respectively. For classified and management employees. the District contributes 50% of 
the costs of insurance premiums. During the 2007-08 fiscal year. the District provided insurance 
premium benefits to 6 retired employees with total expenditures of $66.512. 

TI1c District has commissioned and received an actuarial study of liabilities with respect to 
the Post-Employment Benefits (the "Study") from Total Compensation Systems, Inc. The Study, 
dated as of April 4. 2008. determined that the District's actuarial accrued liability with respect to the 
Post-Employment Bcnctlts is $2,501.257, and that the present value of projected future benefits is 
$3,304.194. The Study also concluded that the annual required contribution ("ARC") li.x the year 
2007-08 is $196,071. The ARC is the annual amount that would be necessary to fund the Post
Employment Benefits in accordance with the Governmental Accounting Standards Board's 
Statements No. 43 and 45. 

The District has deposited approximately $500.000 ii1 an unrestricted, reserve tund to begin 
fi.mding its outstanding liabilities for the Post-Employment Bcncllts. 

Joint Powers Agreements 

TI1e District participates in joint ventures under joint powers at,'fccmcnts ("JPAs") with the 
Southern Peninsula Regional Property and Liability Insurance Group. Santa Cru:dSan Benito County 
Schools' Insurance Group and Santa Cruz County Schools' Health Insurance Group. The 
relationships between the District and the .JPAs arc such that the JP As arc not a component unit or 
the District tor linancial reporting purposes. 

TI1c .JPAs provide property and liability insurance coverage. health and wclfi1re benefits 
coverage, and workers compensation insurance coverage. The .JPAs arc governed by a board 
consisting of a representative from each member district. The governing board controls the 
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operations of its JP As independent of any influence by the member districts beyond their 
representation on the governing board. Each member district pays a premium eommensuratc with 
rhc level of coverage requested and shares surpluses and dcfrcits proportionately to its participation 
in the JPAs. 

DISTRICT FINANCIAL MATTERS 

District Financial Statements 

The audited financial statements of the District for Fiscal Year 2007-0S arc attached hereto as 
Appendix C - "2007-08 AUDIT REPORT OF LIVE OAK SCHOOL DISTRICT." The tinancial 
statements should be read in their entirety. The intormation set forth herein docs riot purport to be a 
summmy of the District's llnancial statements. 

Accounting Practices 

The accounting practices of the District conform to generally accepted accounting principles 
111 accordance with policies and procedures of the California School Accounting Manual. This 
manual. according to Section 410 I 0 of the California Education Code. is to be followed by all 
California school districts. TI1e Governmental Accounting S!<lndards Board ("GASB") has released 
Statement No. 34, which makes changes in the annual financial statements for all governmental 
agencies in the United States, especially in recording of fixed assets and their depreciation, and in the 
way the report itself is formatted. These requirements became ct1cctivc on June 15, 2002 tor the 
District, as well as tor any other governmental agency with annual revenues of between $10 million 
and S I 00 mill ion. 

TilC District's expenditures arc accrued at the end of the liscal year to reflect the receipt of 
goods and services in that year. Revenues generally arc recorded on a cash basis, except for items 
that arc susceptible to accrual (measurable and/or available to finance operations). Current taxes arc 
considered susceptible to accrual. Delinquent taxes not received after the tiscal year end arc not 
recorded ~ls revenue until received. Revenues from specific state and ted era lly funded projects ·arc 
recognized when qualified expenditures have been incurred. State block grant apportionments arc 
accrued to the extent that they arc measurable and predictable. The State Department of Education 
sends the District updated information ti·om time to time explaining the acceptable accounting 
treatment of revenue and expenditure categories. 

TI1c District's accounting is organized on the basis of fimd groups; with each ~o~·oup 

consisting of a separate set of self-balancing accounts containing assets, liabilities, fund balances. 
revenues <ind expenditures. The major fund classification is the General Fund which accounts for all 
tinancial resources not requiring a special type of fund. The fiscal year for the District begins on 
July I and ends on June 30. 



Comparative Financial State1nents 

TilC following table shows the District's Statement of General Fund Revenues, Expenditures 
and Changes in Fund Balance for Fiscal Years 2003-04through 2007-08. 

STATEMENTOFGENERALFUND 
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 

Fiscal Years 2003-04 Through 2007-08 
LiV(' Oak School District 

Audited Auditl'd Audited Auditl•d 

Actu:1ls Actuah Actuals Actuah 
20tiJ-O.f ~ 2005-06 l!ill!!:!!1. 

REVENUES 
Rcn-:nuc Limit Sl+LIITCS 59.223.42-1- S9.751.191 SIO.I02.5:'5 s 10.74~.94."1 
~cderal Sources I.:\ 1 0.2:\-1 1.]0-l-.055 1.-173.051 [.](13.326 
Other State SourLcc. 1.9(i5.-1-77 2.052.107 2.:\N:'.0?-:3 3.-HUJ04 
Other Local Sources l.•P2JG 1J 1.7.54.471 2.0-PJ94 1 JJ5(dJ2 I 

Total Rcn.'nllt:~ 1-L-122.014 14.:\(i 1.774 16.:50S.ON3 17 .44(159-1. 

EXPEI'IlliTUIU;:s 
Instruction 0.141.053 lJ.061.7'32 9.7.HUl31 1 0.1 YUi21 
lnstruetiun-Relntcd Sen·iecs: 

St1pcrvision ot"lnstruction X 353M) 7'2!.443 1.02(J.65X Xl5.932 
Instructional Library. i'vkdia and Tcchnnlogy 2XX.A97 322.640 3 1X.551 3 1lJ.XOO 
School Site Administration \ .02X.Ol \ 1.099.2'1\2 l.lf16.026 \.\99.604 

Pupil Services: 
l·lome-to-Scllool Transpor!ation 147.X33 \4).LJX(J 1.53.939 15-.J.. 735 
Food Services -11)3 150 
All Other P11pil Services 552.9SX S30,7(,7 'H'i2.965 -154.1 XX 

General Adlllinistration: 
Dal<l Processing 6.SXr1 1 0.3~9 13.4X5 (>.704 
All Other (iL'ncr:ll J\dministr:1lion %:\.945 942.154 165HX9 1.307.424 

Plant Services \.1 W1.:'X I 1.137.)111 1.2XX.l X9 1.37X.(N I 
An("i llary Services 2:14 .. ~22 4X.432 21 .522 39JJ29 

Fa("iliry Acquisiti~ln and Constwction 
Community Sen ices 4X.04X S0.()()9 SO.X94 27:1.375 
Other Outgo 
Debt Servin~ 

• Princip:1l 21.9.'\S 2(._i-.;(,5 

Interest 
Total r::xpcnditurcs 14.46XJ7X 14.0XXJl99 [ 5.--+06.250 [ 6.144.462 

EXCESS (DEFICIE;"/CY) ()F REVENUES OVER (46.3Ml 7T.l,Jl 75 1.10 1 .:s::n [ _ _l()~_l_l2 

(liN HER) EXPENHITURES 

OTHER FINANCING SOURCES (USES) 
lntcrfund Transf.:rs In 100.000 
lntcrfund Trans!"ers Out ( j(JI)j()_l) ( 132.371) \1 I 6Jl00) 
Other Uses (l90.R24) c 1()1_46X) ( 23 7 J)(J{l"! 

Total Other Financing Sources and Uses (360.127) (-0.:.1}\39) (237.006) ( r !OJKJOJ 

NET CHANGE IN FUND BALANCES (40(J.4lJ [) 33X.i'{l() 1\64.707 !.1Xh.l32 

Beginning Fund Balanccs •. July I 7 r:u:;xx 307.397 (,4(J.23J 1.511.000 
Priot· l'cl"ind Adjustment 

Ending Fund Bal am:cs, .June Jll s 101 vn 56-16 l) 1 51 ~II 000 Sl (,L)7 Ill 

Source Lil·(! Oak SchiHJ( /Jistricr. 
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Audited 
Acluals 
2007-08 

SI0,717332 
L105/d2 
3.365J.f(, 
1.877 .Q!(\ 

17JJ65.31(l 

1036.S.59(i 

721.440 
3XJ.627 

\.252.b41 

176.117 
370 

463.555 

2?U43 
1.252,705 
I A33.X20 

22.431 

56.739 
7.775 

16.167.959 

WJ7.357 

(SX.OOO) 

( 58 ,()()() ) 

X39.357 

~HJ7.132 
(46.3(,0) 

Sl41)0 )'H) 

http://l4.Kril.774


J)istrict Budget 

The District is required by provisions of the State Education Code to maintain a balanced 
budget each year, in which the sum of expenditures and the ending fund balance cannot exceed the 
sum of revenues and the carry-over fund balance from the previous year. The State Department of 
Education imposes a uniform budgeting and accounting format lor school districts. The budget 
process for school districts was substantially amended by Assembly Bill 1200 ("AB 1200"). which 
became State law on October 14. 1991. Portions of AB 1200 arc summarized below. 

School districts must adopt a budget on or before July I of each year. The budget must be 
submitted to the county superintendent within five days of adoption or by July I. whichever occurs 
first. A district may be on either a dual or single budget cycle. The dual budget option requires a 
revised ;md readopted budget by September I that is subject to State-mandated standards and criteria. 
The revised budget must reflect changes in projected income and expenses subsequent to .July I. The 
single budget is only readopted if it is disapproved by the cmuity otlicc of education, onrs needed. 
ll1c District is on a single budget cycle and adopts its budget on or before July I. 

For both dual and single budgets submitted on July I. the county superintendent will examine 
the adopted budge\ for compliance with the standards and criteria adopted by the State Board of 
Trustees and identify technical corrections necessary to bring the budget into compliance, will 
determine if the budget allows the district to meet its current obligations and will determine if the 
budget is consistent with a financial plan that will enable the district to meet its multi-year financial 
commitments. On or before August 15, the county superintendent will approve or disapprove the 
adopted budget for each school district. Budgets will be disapproved if they fail the above standards. 
The district board.must be notified by August 15 of the county superintendent's recommendations lor 
revision and reasons lor the recommendations. The county superintendent may assign a fiscal 
advisor or appoint a committee to examine and comment on the superintendent's recommendations. 
ll1e committee must report its findings no later than August 20. Any recommendations made by the 
county superintendent must be made available by the district lor public inspection. The law docs not 
provide for conditional approvals: budgets must be either approved or disapproved. No later than 
August 20, the county superintendent must notify the Superintendent of Public Instruction of all 
school districts whose budget has been disapproved. 

For all dual budget options and lor single and dual budget option districts whose budgets 
have been disapproved. the district must revise and readopt its budget by September 8, retlccting 
changes in projected income and expense since July· I. including responding \o the county 
superintendent's recommendations. The county superintendent must determine if the ·budget 
conforms with the standards and criteria applicable to final district budgets and not later than October 
8, wi II approve or disapprove the revised budgets. If the budget is disapproved. the county 
superintendent will call lor the formation of a budget review commi\\ee pursuant to Education Code 
Section 42127.1. Until a district's budget is approved. the district will operate on the lesser of its 
proposed budget for the current llscal year or the last budget adopted and reviewed for the prior fiscal 

year. 

Under the provisions of AB 1200, each school district is required to file interim certifications 
with the county office of education as to its ability to meet its financial obligations lor the remainder 
of the then-current fiscal year and, based on current f(Jrecasts. for the subsequent two fiscal years. 
ll1c county oftlce of education reviews the ccrtitication and issues either a positive. negative or 
qualified ccrtillcation. A positive certification is assigned to any school district thai will meet its 
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linancial obligations lor the current liscal year and subsequent two fiscal years. A negative 
certification is assib~1ed to any school district that will be unable to meet its financial obligations lor 
the remainder of the liscal year or subsequent two fiscal years. A qualified certification is assigned 
to any school district that may not meet its financial obligations for the current liscal year or 
subsequent two llscal years. 

To the best of its knowledge, the District has never had an adopted budget disapproved by the 
County Superintendent of Schools, and has never received a "qualified" or "negative" certilication of 
an Interim Financial Report pursuant to A.B. 1200. 

General Fund Budget 

The District's general fund budgets and audited aetuals l(>r the liscal years 2006-07 and 
2007-08, as well as the adopted budget and projected totals l(>r liseal year 200S-09, arc sci lorth in 
the tables below: 

COMPARISON OF GENERAL FUND BUDGETS A Nil AUiliTEil ACTUALS 
Fiscal Years 2006-07 through 2007-0H 

Lin• Oak School District 

RE\'E~UES 

R...-wmtl.! Limit Soum::; 
Federal Sources 
Otht:r Stall: Suurccs 
Other Lncal Sources 

Tutal Re\'(.'nues 

EXPENiliTUH.ES 
lnstrw.:tion 
lnslnu.:lion-Related Services: 

Supervision of lnstnu.:tion 
lns!ruclional Library. rvledi;t and Tcchmll(1gy 
Sch()(JI Sile Adminislratitln 

Pupil St:rviccs: 
J l111llc-ln-Schoul Tratlsportation 
Food Scrvin:s 
All Other Pupil Sel'\'icL:s 

General Adrninistrati1111: 
Data Pwccssing 
t\11 Other General Administralion 

Plant Services 
Ancill;try Scrvit.:cs 
Community Scn·kt..•s 
Other Outgo 

Total E:xpendilltn:s 

EXCESS (1JEI'ICIE~CY) 01' RE\'E~UES 0\'ER 
(U"'I>Eil) EWENt>ITURES 

OTIIEH. FI~ANCING SOUI~CES(USES) 

Hcginning Fund Bal:mcc~ •. Jul~· I 
Ending Fund Ba!am·c~ • .Jum· JO 

.-\do pled 
Budgl't 
2111111-07 

$10.900.673 
l.l'JI.95X 
2.552.220 
L619.'51 

16.2Cl4.102 

9.419.37(1 

)o;52.07J 
31-t.o:n 

l 129J99 

10.750 
1.530.(107 
1.154.(114 

20.500 
52.342 

.NX.IOO 
15.477.141 

7Xfi.961 

7X6.%1 

l..'ill.OOO 
'\! 1()7 lJ{JI 

,\uditcd 
Al'fuals 

~ 

S 10.7-D.9-D 
1.1(1JJ2(J 
3.4XJJ04 
2.056.021 

17 ...14(1.594 

I 0.139.622 

X 15.932 
3 l tJ.f.:OO 

.199Ji0-t 

154./YS 
! 50 

454.1XS 

(1.704 
!307 A2-l 
1.37~.991 

Jl).029 
54.()()){ 

273.::..7) 
16.144.-1(12 

1.302.132 

! II OJJOOJ 

J.IX(1.1.n 

1.511.000 
S' (1ll? I~') 

Ado pled 
Budget 
21107-0R 

510.065.757 
1.070X'i9 
2JJ27 ,093 
1.249.0'7 

15.013.936 

9.385.501 

733.491 
3Jl.I4X 

1.206.307 

15X.I43 

474.125 

14.400 
1.336.310 
1.325.569 

193.252 
5555K 
17 7-tf.: 

15.211.612 

402.324 

( 134240) 

2MUJR4 

2.650.772')) 
s, ~]:It:; ~.:;6 

Audited 
Actuals 
2007-HS 

$10.717.33.2 
1.105.612 
JJ65J46 
1.X77.026 

17.065.316 

1 0_16X5WJ 

721.4-1-0 
3X3.627 

1.252JHI 

17(J.II7 
370 

4(13.555 

2X.143 
1.252.705 
1.43:U·l20 

22.-131 
5(1.7 _)() 

7.775 
I (J.\ (J7.9SlJ 

l\n.357 

(5X.000) 

X.\9.357 

'.650.771' 1
' 

"~ :lqp ]1l) 

11
' Includes prior period adjustment '~creasing the beginning fund balant..T by $-l(J,3(J(). Sec DISTRICT FINANCIAL l'viATTERS- Comparali\c 

Financi:ll Statements''llercin . 
. Source: Un' Oak School Di.1'11'ict. 
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COMPARISON 01' GENER;\L FlJNI) BlJI)CET ANI) PRO.IECTEn ACT\JALS 
Fiscal Y car 20118-119 

Live Oak School r>ist rict 

REVENUES 

Revenue Limit Sources 
Federal Revenue 
Oth~..:-r State Revenue 
Other Locnl Rcvcnl!l.: 

Total Revenues 

EXPEI':I)ITURES 
Certificated Salaries 
Classified S~1bri..:s 
Employee Benefits 
Books & S upp l ics 
Services. Other Operating Expenses 
Capital Outlay 
Other Outgo 
Direct Support/Indirect Costs 

Total Expenditures 

Excess ( Dcfic icncy) of Revenues Over (Under) 
E.xpcnd itun:s 

OTHER FINAI':Cii':G SOURCES 
Operating TmnslCrs In 
Opcr~ting Transfers Out 

Total Other Financing Sources (Uses) 

Net Change in Fund Balance 

Fund l3alancc. July I 
Fund 13alancc. June 30 

'
1

' As of the Distriet"s second interim financial report. tbted April I. 2009. 
SIJ//r('('.' J.i\'(' (Jtik s,honl District. 

At! Valorem Property Taxation 

Adopted 
Budgl't 

20118-09 

SIO.MNJ\79 
1,122,0 74 
2.570.64X 
1.476.079 

15,X59,2XO 

7.X5X.929 
2.D4.165 
3.5()9. 750 
1.224.532 
22XI.236 

I L02X 
{250.o27) 

JX.629.01lJ 

(969,739) 

(633,524) 
(633.524) 

( 1,603,2(,3) 

3.490.129 
Sl gg() X66 

l)r-ojc..·ctcd 
Tot:.1ls 

2011M-U9(1 1 

510.346.155 
1,1)(>,444 

2.674,(127 
1.514. ') 7" 

15.650,X9X 

7.73LX66 
2.114.125 
3.S:kdl76 
L l.l U146 
2.137.45X 

16.253 
('50.6'7) 

16.416.197 

(765.299) 

!567.3Xll 
(5o7.3XI) 

( 1.332.6XO) 

3 490.129 
S2 157-149 

Taxes arc levied by the County for each fiscal year on taxable real and personal property 
which is situated in the Dis\rict as of the preceding January I. For assessment and collection 
purposes, properly is classified either as "secured" or "unsecured" and is listed accordingly on 
scpara\c pa11s of the assessment roiL The "secured roll" is that part of the assessment roll containing 
S\ate-assesscd public utilities property and real prope11y having a tax lien which is sufficient in the 
opinion of the County Assessor. to secure payment of the taxes. Other property is assessed on the 
"unsecured rolL" 

Property taxes on the secured roll arc due in two installments, on November I and February I 
of each fiscal year. If unpaid, such taxes become delinquent on December I 0 and April I 0, 
respectively. and a I 0'% pcnahy attaches to any delinquent payment. Property on the secured roll 
with respect to which taxes arc delinquenl becomes tax defaulted on or about June 30 of the fiscal 
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year. Such property may thereafter be redeemed by payment of a penalty of 1.5'% per month to the 
time of redemption, plus costs and a redemption fcc. If taxes arc unpaid lor a period of 11ve years or 
more. the property is subject to sale by the County Treasurer. 

Property taxes on the unsecured roll arc due as of the January I lien date and become 
delinquent. if unpaid. on August 31. A I O'X, penalty attaches to delinquent unsecured taxes. If 
unsecured taxes arc unpaid at 5:00 p.m. on October 31, an additional penalty of 1.5'% attaches to 
them on the tirst day of each month until paid. The taxing authority has lour ways of collecting 
delinquent unsecured personal property taxes: (I} bringing a civil action against the taxpayer: (2} 
filing a certificate in the of'licc of the county clerk specifying certain filets in order to obtain a lien on 
certain property of the taxpayer; (3) filing a certificate of delinquency for record in the county clerk 
and county recorder's of'licc in order to obtain a lien on certain property of the taxpayer; and (4) 
seizing and selling personal property, improvements. or possessory interests belonging or assessed to 
the assessee. 

State law exempts from taxation $7.000 of the lt11l cash value of an owner-occupied dwelling. 
but this exemption docs not result in any loss of revenue to local agencies. since the State reimburses 
local agencies lor the value of the exemptions. 

Assessed Valuations 

TI1c assessed valuation of property in the District is established by the County Assessor, 
except for public utility property which is assessed by the State Board of Equalization. Assessed 
valuations arc reported at I 00% of the "full value" of the property. as defined in Article X lilA of the 
California Constitution. For a discussion of how properties currently arc assessed, sec 
"CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES 
AND APPROPRIATIONS" herein. 

Certain classes of property, such as churches, colleges, not-for-pmfit hospitals, and charitable 
institutions. arc exempt from property taxation and do not appear on the tax rolls. 

Srmn·<'." 

TI1c following table represents the eight-year history of assessed valuations in the District: 

Fiscal Year 

2001-02· 
2001-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 

ASSESS Ell VALUATIONS 
Fiscal Yean; 2001-02 Through 200X-09 

Live Oak School l>ist riel 

Local Secured Utililv Unsecured 

S I .613.873,300 S316.S2g $73.262.135 
1.761.7R7 .048 314.182 73.733.559 
I .907 ,g46,260 381.660 73,903,646 
2.040.988,922 494.170 71.012.850 
2.226.537.929 487.608 70.246.405 
2.466.769.733 471.422 71.4 70.027 
2,679,544.477 396.581 72,833.172 
2.802.031.626 396.581 73.247.102 

Ca/ij(wnia Municijwl Swfi.l'lics. Inc. 

,, 
-'-

Tolal 

S I ,687.452.263 
I .835,834,789 
I ,982,13 I .566 
1,112.495.942 
2.297.271.942 
2,538.711.182 
2.752.774.230 
2.87 5 ,(,75 .309 
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Economic and other factors beyond the District's controL such as general market decline in 
land values. disruption in financial markets that may reduce availability of financing for purchasers 
of property. reclassification of property to a class exempt Ji·om taxation. whether by ownership or usc 
(such as exemptions for property owned by the State and local agencies and property used for 
qualified education. hospital, charitable or religious purposes), or the complete or partial destruction 
of the taxable property caused by a natural or manmade disaster. such as earthquake. Jlood or toxic 
contamination, could cause a reduction in the assessed value of taxable property within the District. 

The following table shows assessed valuations and parcels by land usc in the District lew 
tiscal year 2008-09. 

ASSESSED VALUATIONS AND PARCELS BY LAND USE 
Lin• Oak School District 

2008-09 
Assessed Valuation( 1 l 

Non-Residential: 
Commercial $244207.594 
Vacant Commen.:ial 5.856.829 
Industrial 55.62(,_669 
Rccreati<Jnal 5X0.906 
Cio vernmcnt/Sociai!I nst it uti on a I 2.415.369 
Miscellaneous 1.0 I 0 69X 

Subtotal Non-Residential S309.69X.065 

Residential:· 
Single Family Residence s 1.049.947.760 
Condominium/Townhouse 314.945.811 
Hotel/Motel 9,346.633 
Mobile Home 47,942.790 
Mobile Home Park 49.072.191 
2-4 Residential Units 259.753.413 
5+ Residential Units/ Apartments II X.832.504 
Vacant Rcsi(kntial 42.492 399 

Subtotal Residential 52.492.333.561 

Total $2.802.03 1.626 

II) Local sr..:curcd assessed valuntion; c.\cluding tax-cxcmpl properly. 
Source: Ca/!fhmia Municipal Statistics. Inc.. 
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%or 
Total 

8.71 1% 
0.21 
1.99 
0.02 
0.09 
0.04 

11.()5%) 

58.X~% 

11.24 
0.33 
1.71 
1.75 
9.27 
4.24 
1.52 

88.95%) 

I 00.00% 

No. or 
Parcels 

185 
16 
47 

6 
'? 
~-

_:U 
327 

. 4.188 
1.028 

8 
588 

24 
636 

91 
339 

6.902 

7.229 

1% of 
Total 

2.561Yo 
0.22 
0.65 
().OX 
0.44 
0.57 
4.521Vu 

57.93% 
14.22 
0.11 
X.13 
0.33 

. X.SO 
1.26 
4.69 

95 .48 1X) 

I 00.00'% 



Tax Rates, Levies, Collections and Delinquencies 

The County levies and collects all property taxes for property litlling within the County's 
taxing boundaries. The County utilizes the Teeter Plan for assessment levy and distribution. This 
method guarantees distribution of I 00'% of the assessments levied to the taxing entity. with the 
County retaining all penalties and interest. Sec "DISTRICT FINANCIAL MATTERS- Alternative 
Method of Tax Apportionment- ·Teeter Plan'" herein. 

The annual secured tax levies and delinquencies arc included for the District lor the fiscal 
years shown below. 

SECURED TAX CHARGES AND HELINQUENCIES 
Fiscal Years 2001-02 through. 2007-08 

200 1-02 
2002-03 
2003-04'"' 
2004-05 
2005-06 
2006-07 
2007-08 

Live (hk School District 

Secured 
Tax C barge( 11 

52.356.423 
2.422.573 

1.732,398 
1.751.962 
1.75X.279 
1.760,312 

Amt. Del. 
June ~0(21 

(II 1% General Fund appot1ionmcnt. Excludes redevelopment agency impot1nds. 

4% Del. 
June 30 

Cl Santa Cruz County utilize~ the Teeter Plan ti.1r assessment kvy and distribution. This method guarantees distribution of 100%, 
of the assessments levied to the taxing entity. with the County retaining all penalties and interest. Sec .. DISTRICT FINANCIAL 
MATTERS -Ailcnwtivc Method ofTax Apportionment- Teeter Plnn" herein. 
L'

1 Dnta fix fiscal year 2003-04 is not av;1ilah lc. 
Source: C(//fliwnht Municipal Statistics. Inc. 

Taxation of State-Assessed Utility Property 

A portion or property tax revenue of the District is derived from utility property subject to 
assessment by the State Board of Equalization ("SBE''). State-assessed property, or "unitary 
property." is property of a utility system with components located in many taxing jurisdictions that 
arc ass~ssed as part of a "going concern" rather than as individual pieces of real or personal property. 
The assessed value of unitary and certain other State-assessed property is allocated to the counties by 
the SBE. taxed at special county-wide rates, and the tax revenues distributed to taxing jurisdictions 
(including the District) according to statutory formulae generally based on the distribution of tax cs in 
the prior year. 

Recent changes in the California electric utility industry structure and in the way in which 
components of the industry arc regulated and owned. including the sale of electric generation assets 
to largely unrq;ulated. nonutility companies, may affect how utility assets arc assessed in the future, 
and which local agencies arc to receive the property taxes. The District arc unable to predict the 
impact of these changes on their ulility property tax revenues. or whether legislation or litigation may 
affect o\vncrship or utility assets or the State's methods of assessing utility property and the 
allocation of assessed value to local taxing agencies, including the District. 
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Because the District is not a basic aid district, taxes lost through any reduction in assessed 
valuation will be compensated by the State as equalization aid under the State's school financing 
lormula. Sec "DISTRICT FINANCIAL INFORMATION- Revenue Sources'' herein. 

Alternative Method of Tax Apportionment- "Teetet· I'! an" 

With respect to the collection of property taxes, Santa Cruz County has adopted the Teeter 
Plan. which is an alternate method authorized in Chapter 3. Part 8. Division I of the Revenue and 
Taxation Code of the State of Calilornia (comprising Sections 4701 through 4717, inclusive) (the 
"Law") lor distribution of ee11ain property tax and assessment levies on the secured roll. The Teeter 
Plan provides for a tax distribution procedure in which secured roll taxes and assessments arc 
distributed to participating County taxing agencies on the basis of the tax levy, rather than on the 
basis of actual tax collections. The County then receives all future delinquent tax payments. 
penalties and interest. and a complex tax redemption distribution system for all taxing agencies is 
avoided. In connection with its adoption of the Teeter Plan. the County advanced to the pat1icipating 
taxing agencies an amount equal to 95'~, of the total prior years delinquent secured property taxes 
and assessments (not including penalties and interest) and 100% of the current year's delinquent 
secured property taxes and assessments outstanding. 

Pursuant to the Law, the County is required to establish a tax loss reserve fund to cover losses 
which may occur as a result of sale of tax-defaulted property. Once the tax losses reserve fund 
reaches a level of three percent of the total of all taxes and assessments levied on the secured roll for 
that year. one percent of the total oLd I taxes and assessments levied on the secured roll lor that year. 
and any additional penalties and interest· normally credited to the tax losses reserve fund may be 
credited to the County General Fund. Upon adoption of a resolution by the Board of Supervisors of 
the County by September I of any fiscal year. the ten percent tax losses reserve fund threshold may 
be reduced to 25% of the total delinquent taxes and assessments for the previous year. The County 
did not elect to fund the tax losses reserve fund at a required threshold initially, thereby requiring 
penalties and interest to be credited Jirst to the tax losses reserve fund to meet its required threshold 
before allowing ~my additional penalties and interest to be credited to the County General Fund. The 
tax loss reserve fund is now fully funded and amounts in excess of \he required minimum may be 
transferred to the County General Fund in the future. · 

Once adopted by a county, the Teeter. Plan remains in cflcct unless the county orders its 
discontinuance or prior to the commencement of any subsequent liscal years the county receives a 
petition for its discontinuance adopted by resolution of two-thirds of the participating revenue 
districts in the county. Further, a county may by resolution adopted not later than July 15 of any 
subsequent fiscal year after a public hearing, discontinue the Teeter Plan as to any levying or 
assessment levying agency if the rate of secured tax delinquency in that agency in any year exceeds 
three percent of the total of all taxes and assessments levied on the secured rolls for the agency. 
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Largest Property Owners 

The l(111owing table shows the 20 largest property taxpayers in the District as determined by 
secured assessed valuation in liscal year 2008-09. 

LARGEST 200H-09 LOCAL SECURED PROPERTY TAXPAYERS 
Live Oak School District 

Pnlpcrtv Owner 
1. tv1act:rich P<"~rtnership LP 
o DB RE Calilcm1ia Residential 2 LLC 
3. Green Valley Corporation 
4. Swan Lake Condominium~ LLC 
5. Baskin Properties LLC 
6. Villa Santa Cruz Cooperative Inc. 
7. Bay Federal Credit Union 
X. KLA Capitola LLC 
9. ESS Prisa Ill Owner LLC 
I 0. Macy's West lne. 
I I. Ledyard Properties 
12. Eugene & Daymel G. Shklar 
\3. Michael Nathan Frumkin 
14. Elizabeth Oaks 
15. Seaside Apartments Associates 
16. Sears Roebuck & Company 
17. Sorrento Oaks Homeowners Association Inc. 
I X. San Cruz-Cal Associates LP 
19. Santa Cruz Freeholders 
20. Graneare LLC 

Primarv Land Use 
Shopping c~ntcr 

Apartments 
C<>mmen.:ial 

Residcntial Properties 
Shopping Ccnlcr 

Mobi lc home Park 
Financial Building 
Shopping Center 

\Vclreh<lUSC 
Shopping Center 

\Varehouse 
Residence 
Residence 

Apartments 
Apartments 

Shllpping Center 
Mobile home Park 

Convalescent Home 
Commerci~l 

Convalescent Home 

! 1 200H-09 local secured assessed valuatiun: S2.X02.03 L626. 
Source: Califomia Municipal Statistics. lnc. 

Revenue Sources 

2011N-U'i 

Assessed Valuation 
S65.X7g_ggg 

17.500.000 
15.938.030 
14.903.910 
14.834.()99 
12.MW.553 
12.646.344 
I O.lJ5U.322 
9.772.477 
R.835.2YO 
X.6X9.29R 
7.989/>(A 
7.905.000 
7.446.XOI 
7.281.246 
6.450.743 
6.404.407 
5.573.136 
5.567.758 
5 323 053 

S252.571.019 

'%or 
Total ( 11 

2.3s~x, 

0.62 
0.57 
0.53 
0.53 
0.45 
0.45 
0.3'! 
0.35 
0.32 
0.31 
0.29 
0.28 
0.27 
0.26 
0.23 
0.23 
0.20 
0.20 
0.19 
0.01 1% 

The District categorizes its general fund revenues into four sources: (I) revenue limit sources 
(consisting of a mix of State and local revenues). (2) federal revenues. (3) other State revenues and 
(4) other loc<li revenues. Each ofthcsc revenue sources is described below. 

Revenue Limit Sottrces. Since fiscal year 1973-74. California school districts have operated 
under general purpose revenue limits established by the State Legislature. In generaL revenue limits 
arc calculated lor each school district by multiplying the A.D.A. for such distriCt by a base revenue 
limit per unit of A.D.A. The revenue limit calculations arc adjusted annually in accordance with a 
number of factors designated primarily to provide cost of living increases and to equalize revenues . 
among all California school districts of the same type. 

Annual state apportionments of basic and equalization aid to school districts arc computed 
based on a revenue limited per unit of A.D. A. Prior to fiscal year 19n-99. daily attendance numbers 
included students who were absent ti·om school lor an excused absence, such as illness. EtTcctive in 
fiscal year !998-99, only actual attendance is counted in the calculation of A.D.A. 
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Titis change is essentially fiscally neutral for school districts which maintain the same 
excused absence rate. The rate per student was recalculated to provide the same total funding to 
school districts in the base year as would have been received under the old system. In the future, 
school districts which can improve their actual attendance rate will receive additional funding. 

The following table shows the A.D.A. lor the District lor the last seven years, and the 
District's dclicited revenue limit for such period. 

AVERAGE ))AlLY ATTEN))ANCE AN)) REVENUE LIMIT 
Fiscal Years 2001-02 tu 2007-Cil! 

Live Oak School District 

Fiscal Year 

200 1-<>2 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-DS 
2008-tW''' 

Average Daily 
Attendance 

1,987 
I .900 
I ,886 
1.91 X 
l.XX5 
I .851 
I .837 
I .824 

Note: All amounts are rounded to the nearest whole number. 

Annu~l Change 
inA.D.A. 

IX7) 
I 14) 
3.2 

(33) 
(34) 

I 14) 
( 13) 

Dcficited Revenue 
Limit Per AD.A111 

$4.421 
4.50 I 
4,501 
4.5X4 
4.X92 
5.293 
5.534 
5.849 

111 The State's practice nf deficit rcvcnm: limit funding. which reduced the amount of revenue limit funds received by school 
districts. was eliminated cffcctiw in fiscal year 2000~0 I. reinstated beginning in fiscal yc~1r 2003-04. and \:liminatcd again in 
fis\:al year 2006-07. 

CJ btimatcd as of Apri\20. 2009 
Srn1rcc: Li1·e Oak School DisFriCF. 

Funding of the District's revenue limits is provided by a mix of local property taxes and State 
apportionments of basic and equalization aid. Generally. the State apportionments will amount to the 
difference between the District's revenue limit and its local property tax revenues. 

Beginning in 19n-79, Proposition 13 and its implementing legislation provided lor each 
county to levy (except lor levies to support prior voter-approved indebtedness) and collect all 
property taxes, and prescribed how levies on county-wide property values arc to be shared with local 
taxing entities within each county. 

Revenue limit sources constituted approximately 67% of District general fund revenues in 
fiscal year 2006-07. approximately 62.8'X, of such revenues in fiscal year 2007-0k, and arc projected 
to constitute 66. I% of such revenues in fiscal year 200X-09. 

Federal Rel'enues. The federal government provides funding for several of the District's 
pr06'fams. including special education programs, programs under the No Child Lett Behind Act, and 
specialized programs such as Drug Free Schools. Innovative Strategies, and Vocational & Applied 
Technolob'Y- The federal revenues, most of which arc restricted, constituted approximately 7.3% of 
District general fund revenues in fiscal year 2006-07_ approximately 6.5% of such revenues in fiscal 
year 2007-0k, and arc projected to constitute 7.1% of such revenues in fiscal year 200X-09. 

Other State Rel'enues. As dis~usscd above. the District receives State apportionment or 
basic and equalization aid in an amount equal to the diiTcrence between the District's revenue limit 
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and property tax revenues. In addition to such apportionment revenue. the District receives 
substantial other State revenues. These other State revenues arc primarily restricted revenues 
funding items such as the Class Size Reduction Program and instructional materials, among others. 
Other State revenues constituted approximately 15. 7'% of District general fund revenues in fiscal year 
2006-07, approximately \9. 7'% of such revenues in fiscal year 2007-08. and arc projected to 
constitute I 7. I 'X, of such revenues in fiscal year 2008-09. 

Other Local Ret•enues. In addition to property taxes. the District receives additional local 
revenues from items such as leases and rentals, interest earnings, interagency services, and other 
local sources. Other local revenues constituted approximately I 0'% of District general fimd revenues 
in fiscal year 2006-07. approximately I I'% of such revenues in fiscal year 2007-08, and arc projected 
to constitute 9. 7'% of such revenues in fiscal year 2008-09. 

Parcel Tax Revenue 

The District receives revenues from a nine-year parcel tax approved by the voters of the 
District on November 4. 2008, which parcel tax expires in fiscal year 2017-2018. The $84 per parcel 
tax, adjusted annually by the consumer price index. is expected to provide between $400.000 and 
$500,000 of revenue to the District beginning in fiscal year 2009-10. 
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Redevelopment Revenue 

The District receives pass-through tax sharing revenue from the County or Santa Cruz 
Redevelopment Agency as part of the Live Oak/Soquel Community Improvement Project (the 
"Redevelopment Project"'). The Redevelopment Project includes an area of approximately 3,760 
acres in the County, and is comprised or a II unincorporated urbanized areas of the Live Oak and 
Soquel planning areas. Purstwnt to the Lease, the District has pledged these redevelopment revenues 
to the repayment or the principal and interest evidenced by the Certificates. The following table 
summarizes the revenues received by the District !rom tiscal year 2002-03 to 2008-09, as well as 
projections tor the future fiscal years indicated. 

COMBINED REDEVELOPMENT REVENUE 
Live Oak School District 

Fiscal Years 2002-03 to 2036-37 

Fisc~1l 

Ycnr Amou111 11 ) 
2002-0] $(10.191 

2003-04 125.31B 
2004-05 IX7.242 
2005-06 327.934 
2006-07 4mL59J 
2007-0s 565.57'8.. 
2005-09 M)0.6 12 
2009-10 6~5.630 

20 I 0- I I 779.942 
2011-12 576.141 
2012-13 974.264 
2013-14 1.074.34') 
2014-15 1.176A36 
2015-16 1.2SIJ.565 
2016-17 UXG.77r• 
2017-IX 1.495.112 
2015-19 1.(105.614 
2019-20 1.71X.326 
2020-21 I.X33.292 
2021-22 1.950.55S 
2022-23 2.070.169 
2023-24 2.192.173 
2024-25 2.31 ().() 1 (l 
2025-26 2.443.54X 
2026-27 2.573.019 
2027-28 2.705.050 
2028-29 2.S39.n1 
2029-30 2.977.177 
2030-31 3.117.320 
2031-32 3.260.266 
2032-33 ].406.072 
2033-34 3.55-L793 
2034-35 3.70(J.4~N 

2035-3(1 3J)61.219 
2036-37 4.019.04] 

11
' Fur fiscal ycar 200tJ-1 0 and onward. amoums arc projcc\l.:d and assume a ycarly assessed \'aluatinn 

gro\\th or2% withinlhe an.:aofth~.C RedcveloplllL'nt Prt~ject. 
Source: Un' Oak School /Jislricl 
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State Funding of Education 

The j(J/Iolving infrwmalion concerning !he S!Ctle 's bu(~gels has hceu obtainedfi'om puhliclv 
availahle infrmnalirm "'hich the District believes to be reliable: ho\\·cvcr. the District does uot 
guaranty the accurocy or completene .... ·.··• (~/this il?/ormation and has not independently verified such 
i 1 !f'orma t ion. 

2008-09 BIII(!Jel. The 2008-09 Budget Act (the "'2008-09 Budget") was signed by the 
Governor on September 23. 2008. On November I. 2008. the Legislative Analyst's Orticc released 
its report on the 2008-09 Budget and related legislation entitled "California Spending Plan 2008-09'' 
(the "LAO Report''). The following information regarding the 2008-09 Budget is adapted from the 
LAO Report. 

The 2008-09 Budget assumed the State ended the 2007-08 fiscal year with a general fund 
ending balance of $3.9 bi II ion. The 2008-09 Budget projected $10 I. 9 bill ion in budget-year 
revenues. a decrease of 0.5'X, from 2007-08, and authorized expenditures of $103.4 billion, an 
increase of 0.1% from 2007-08. Under the 2008-09 Budget. the State was projected to have a year
end reserve of $1.7 billion and spend $1.4 billion more than it was projected to receive. Based on the 
2008-09 Budget's policies. the State would once again face multi-billion dollar operating shortfalls in 
the coming years. This was because many of the solutions enacted in the 2008-09 Budget were of a 
one-lime nature. 

In order to address the State's operating shm1fall. the 2008-09 Budget included the following 
major solutions: · 

• Propositirw 98. The 2008-09 Budget provided for a 0.68 % cost-of-living ("COLA") 
adjustment for K-14 education programs-substantially below the 5.66"/., COLA that wouid 
have been otherwise required under State law. 

• Budgetmy Bormwing. TI1e 2008-09 Budget borrowed $648 million from various state 
special funds. These funds were not expected to be paid back until fiscal year 20 I 0-11 or later. 
This borrowing was in addition to the $750 million in special ti.md loans lfom prior fiscal years. 
ll1e State entered fiscal year 2008-09 with more than $18 billion in outstanding budgetary 
borrowing. which was projected to necessitate more than $2. billion in repayments during fiscal 
year 2008-09. 

• Budget Stabilization Account 1i'a11.1jcr. The Governor issued an executive order to suspend 
the annual transfer to the Budget Stabilization Account, fi·om which the State makes debt service 
payments on economy recovery bonds ("ERBs''). Consequently. a $1.5 billion supplemental 
debt service payment for outstanding ERBs was not expected be made. 

• Tax Related Changes. The 2008-09 Budget included a si1,~1ilicant number of' tax-related 
changes. which collectively wen; expected to yield a combined $8 billion in additional revenues. 
Significant changes included: ( i) suspending lor two years net operating loss deductions lor 
certain larger companies. (ii) restricting the usc of specific business-related tax credits tor larger 
companies. (iii) accelerating the timing of estimated tax payments and limited liability company 
Icc payments. (iv) altering the state's accounting practices to accrue ee11ain taxes earlier. and (v) 
increasing penalties lor corporations that underpay taxes. ll1e long-term impact of these 
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changes beyond fiscal year 200R-09 was projected to be much smaller, including reducing State 
General Fund revenues in 2009-10 below what they would otherwise have been. 

• TransporlathJ/1. 
reduce General Fund 
benefit for 2008-09. 

The budget used almost $1.7 billion in public transportation funds to 
expenditures. The budget plan assumed $800 million in General Fund 

• Social Services Savings. The 2008-09 Budget achieved ongoing savings or about 
$162 million hy deleting a California Work Opportunity and Responsibility to Kids 
("CaiWORKs'') COLA for one year. The 2008-09 Budget also achieved ongoing savings of 
approximately $276 million by deleting the State's Supplemental Security Income/State 
Supplementary Program COLA lor two years. 

• Governor's Vetoes. The Governor vetoed $510 million in General Fund expenditures fi·om 
the budget passed by the Legislature. The largest veto was to $191 million in funding for low
income seniors' tax relief pros>rams. The Governor also vetoed $22 million from the California 
Department of Corrections and Rehabilitation budget. 

The 2008-09 Budget included $58.1 billion in total ongoing Proposition 98 spending for 
school district and community college districts ("California Community Colleges"), including $41.9 
billion in State General Fund support. This rel'lcctcd an increase of $1.5 billion; or 2.7%, over the 
prior year. The bulk of this increase. approximately $1.1 billion. was covered by higher local 

·property tax revenues. with less than $400 million of the increase covered with General Fund monies. 
Of the total increase. K> 12 education funding grew to $51.6 billion. which was $1.3 billion. or 2.6%, 
over the previous year. 

Not reflected in this figure .. however. were several significant spending decisions that 
affected Proposition 98 funding in fiscal year 2007-0S. This included approximately $1 billion in 
one-time funds supporting ongoing K-14 programs and $200 million in one-time reductions. 
Because the majority of the $1.5 billion new Proposition 98 funding was used to backtill pro~o>rams 
funded by these one-time funds and reductions, the actual amount of Proposition 98 resources 
available to support new activities in fiscal year 2008-09 was $300 million, or 0.5'X,, over the prior 
year. 

TI1e substantial reliance on one-time and special fund monies discussed above complicated 
year-to-year spending comparisons for K;l2 education.· Based on the 2008-09 Budget, ongoing 
Proposition 98 K-12 spending was $8,726 per pupil in 2008-09, an increase of $262. or 3.1%, over 
the previous year. If the one-time and special fund monies were included, however. the year-to-year 
increase in per pupil Propos it ion 98 funding was $1 I I, or less than I%, over the previous year. 

TI1e 2008-09 Budget incorporated the following major changes in ongoing Proposition 98 
funding: 

• COLAs. For both K-12 education and the community colleges. the bulk of new spending 
($284 million) was to account for the 0.68% COLA. Of this amount, $240 million was lor 
scho<)i district revenue limit ltmding, $4 million was tor county ortlce of education revenue 
limit funding, and $40 million was lor community college apportionments. No COLA was 
provided for categorical programs. 
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• 'Grml'th. Whereas K-12 education achieved estimated savings of $\2R million from a 
projected decline in average daily attendance, the budget included $114 million to fund 2% 
enrollment b'fowth at Calii(Jrn ia Community Colleges. 

• Child Care. The 2008-09 Budget made an adjustment of $22 million to fund anticipated 
growth in both CaiWORKs and non-CaiWORKs child care. 

In addition to the S \.5 billion increase in ongoing Proposition 98 monies, tl1c 2008-09 Budget 
also provided slightly more than $100 mi Ilion in one-time K-12 funding lor emergency facility needs 
at low perlonning schools. The budget also provided $450 million in General Fund monies to 
support the second year oft he of the Quality Education Investment Act. Finally. funding for teachers 
retirement dropped considerably to a little more than S I billion. which was a reduction of $491 
million. or 32'Yo, from the previous year. 

Among the Governor's vctocs was $8.7 million in K-12 funding from various sources. Of 
this amount, the Governor vetoed $6 million in Proposition 98 funding to support state sanctions for 
low-pcrlorming schools, $904.000 in non-Proposition 98 funding to support the Advancement via 
Individual Determination program. S862JJOO in non-Proposition 98 funding to support child nutrition 
pro~,~·ams. and $295,000 in one-time Proposition 98 funding lor conducting reviews of school 
districts receiving emergency loans from the State. 

Additional information regarding the 2008-09 Budget is available \rom the Legislative 
Analyst's Office website at www.lao.ca.QoV and the Calilomia Department of Finance website at 
www.dof.ca.l!,OV. 

The 2009 Budget Act. On February 19. 2009. the Legislature passed a series of bills (the 
"'2009 Budget Act") designed as a comprehensive solution to the State's budget delle it, which had 
been projected to !,'TOW to approximately $41.6 billion between liscal years 2008-09 and 2009-10. 
On March 13. 2009. the Legislative Analyst's Office (the "LAO") released a report analyzing the 
provisions of the 2009 Budget Act (the "'2009 Budget Act Report"). The following information has 
been adapted from the 2009 Budget Act Report. 

According to the LAO. the 2009 Budget Act was a valid budget lor fiscal year 2009-10. 
adopted nearly five months ahead of the State constitutional budgetary deadline. The 2009 Budget 
Act. however, contained provisions that arc designed to achieve solutions in both fiscal years 2008-
09 and 2009-10. 

For fiscal year 2008-09. the 2009 Budget Act assumed year-end revenues of approximately 
$91.7 billion and expenditures of approximately $94.1 billion. The 2009 Budget Act also eliminated 
the $1.7 billion reserve projected by the 2008-09 Budget, projecting that the State will end fiscal year 
2008-09 with a $3.4 billion deficit. For tlscal year 2009-10, the 2009 Budget Act projected total 
revenues of $97.7 billion and authorized expenditures of $92.2 billion. allowing the Stale to build up 
a $2.1 billion reserve. Titc LAO generally concurcd with the 2009 Budget Act's lorecast for year
end 2008-09 revenues. For 2009-\0, however. the LAO projects year-end revenues that arc 
approximately $8 billion less than those assumed by the 2009 Budget Act reflecting recent negative 
dcvc\opmcnts in the State's economic condition. Consequently, the LAO projects that the State will 
end the 2009-10 fiscal year with a $6 billion de licit. lltc LAO notes the need for additional 
budgetary solutions in fiscal year 2009-10 beyond those contained in the 2009 Budget Act. 
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To address the projected $41.6 billion deficit, the 2009 Budget Act included $15.7 billion in 
expenditure reductions, $12.5 billion in revenue increases, and $5.4 billion in borrowings. 
Approximately $6 billion of theses solutions were to be subject to voter approval at a May 19. 2009 
state election. The propositions encompassing these solutions were subsequently rejected by the 
voters at the May 19, 2009 state election. The 2009 Budget Act also projected the receipt of 
approximately $8.5 billion in stimulus funds from the federal government as part of the American 
Recovery and Reinvestment Act of 2009 (' ARRA''). signed into law by the President of the United 
States on February 17, 2009. Of the solutions included in the 2009 Budget Act. approximately $2.8 
billion of expenditure reductions and tax increases can be "triggered off'-mcaning they will not go 
into effect-if the State receives at least $10 billion in combined federal funding pursuant to ARRA 
during fiscal years 2008-09 and 2009-10. 

The 2009 Budget Act includes the f(Jilowing major expenditure reductions: 

• No COLAs. $1.2 billion in combined spending-related savings for tiscal years 2008-
09 and 2009-10 by suspending COLAs f(Jr various prot,'fams, including Supplemental 
Security Income (""SSI"), State Supplementary Payment ("SSP"). Califomia Work 
Opportunities and Responsibilities to Kids ("Ca!WORKs") and Medi-Cal. as well as 
trial courts and the University of California and California State University systems. 

• Defennl Spending. The 2009 Budget Act also deferred approximately $500 million 
in costs for expenses the State will fi1ce in future years, including approximately $200 
million in tribal revenues to the General Fund that would otherwise have been used to 
pay off prior transponation loans. The 2009 Budget Act also deferred approximately 
$91 million in mandate reimbursements to local governments. 

• Health. $184 million in savings in fiscal year 2009-10 by eliminating certain 
optional Medi-Cal benefits and reducing reimbursements rates to public hospitals by 
IO'X .. This provision may be triggered off by the receipt ofsuffieicnt federal stimulus 
ltmds. The 2009 Budget Act also assumed $160 million in savings from reductions 
to reimbursement rates lor developmental health service providers. 

• Social Services. $74 million in savings in fiscal year. 2009-10 for In-Home 
Supportive Service ('"H·ISS'') expenditures Ji·mn the reduction of II-ISS provider 
wages, as well as $4 million in savings by eliminating state assistance wlth Medi-Cal 
co-payments for new ll·!SS participants. The 2009 Budget Act also achieved $147 
million in savings by reducing CidWORKs grants by 4% and $268 million in savings 
by reducing SSI/SSP grants by 2.3%. All of these Social Services reductions can be 
triggered off by the receipt of sufficient federal stimulus funds. 

• Transporwtion. $400 million in combined savings in f1scal years 2008-09 and 2009-
10 for transportation services expenditures by reducing state funding of the State 
Transit Assistance program in fiscal year 2008-09 and eliminating such funding in 
fiscal year 2009-10. 

• Emplovee Compensmion. $1.2 billion in combined savings for fiscal years 2008-09 
and 2009-10, realized primarily Ji·om the continued implementation of monthly one 
and two-day furloughs for state employees. 
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• Higher Education SaFings. $232 million in unallocated reductions for' higher 
education funding. as well as an additional $100 million unallocated reduction for 
lise a! year 2009-10 that may be triggered oiT by the receipt of sufficient federal 
stimulus funds. 

• Other Reductions. The 2009 Budget Act also included (i) a $171.4 million reduction 
in _judiciary expenditures in fiscal year 2009-10 that may be triggered otT by the 
receipt of surticicnt federal stimulus funds. and (ii) $580 million in unspecified 
correctional services reductions. 

The 2009 Budget Act reduced total Proposition 98 funding in fiscal year 2008-09 to $50.7 
billion, including $35 billion in General Fund support, and which is approximately $7.3 billion below 
the level set by the 2008-09 Budget. The bulk of this reduction-approximately $2.4 billion
represented cuts to K-14 pros,.ams. Major components of this reduction included (i) $287 million 
throu!.!h elimination of the COLA included as part of the 2008-09 budget. (ii) $944 million of K-12 - . 
and count orticc of education revenue limit payments and (iii) $944 million from K-12 categorical 
programs. The balance of the reductions in Proposition 98 funding were comprised of deferrals and 
funding swaps. The 2009 Budget Act deferred $3.2 billion in K-14 payments to June 2009; this 
deferral was composed of $2.3 billion from K-12 principal apportionment programs. $570 million 
from K-3 class size reduction, and $340 million fr01n California Community College 
apportionments. Finally, the 2009 Budget Act retired existing Proposition 98 settle-up obligations 
($1.1 billion) and used special funds to directly support the H01ile-to-School Transportation pros'fam 
($619 million). 

For liscal year 2009-10. the 2009 Budget Act provides for $54.9 billion in Proposition 98 
funding, including $39.5 billion in General Fund support, representing an increase of $4.2 billion 
trmn the level set for 2008-09. However, $4.6 billion of this funding will be used to backfill 
programs for one-time solutions enacted as part of the 2008-09 Budget. To accommodate this 
backfill. as well as fund $253 million in new !,'fOwth and baseline adjustments. the 2009 Budget Act 
maintains the pros'famJrwtic cuts set for 2008-09 and makes additiona I cuts of $702 million to K-12 
and child care programs. Specifically. these additional cuts reflect reductions of (i) $268 million to 
K-12 and county office of education revenue limit payments, (ii) $268 million to K-12 categorical 
programs, (iii) $53 million. to reimbursement rates and f~nnily tees for child care providers and (iv) 
$114 million through elimination of the High Priority Schools Grant Program. 

As mentioned above. the 2009 Budget Act assunied an additional S 12.5 billion in revenues, 
including $1.5 billion in fiscal year 2008-09 and $1 I billion in fiscal year 2009-10, thro.ugh the 
enactment of the following major revenue and borrowing solutions: 

• Sales Tax. $5.~ billion from a temporary one-cent increase in the state sales tax, 
including $1.2 billion of additional revenue for fiscal year 200g-09 and $4.6 billion of 
such revenues for fiscal year 2009-10. The increased tax becomes effective April I. 
2009 and is set to.lapse on July I, 20 II. · 

• Vehicle License Fees. $2 billion from a temporary increase in vehicle license fees. 
including $346 million in additional revenues lor fisc a I year 2008-09 and $1.7 billion 
of such revenues in fiscal year 2009-10. This increase is set to lapse on July I, 20 I I. 
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• Persmwl Income Tax .. $I .X billion from a temporary increase of 0. I 25% in each 
personal income tax rate. The 2009 Budget Act also provides for$ I .8 billion from an 
additional personal income tax increase of 0. I 25% that may be triggered ofr' if 
sufficient federal stimulus funds arc received. This tax increase is set to lapse atier 
tax year 20 I 0. 

• !{eduction of' Dependent Tux Credit. $I .4 billion from a temporary reduction in the 
value of dependent credit for income tax purposes. This reduction is set to lapse a tier 
tax year 20 I 0. 

• Bornlll'ing. ·n1e 2009 Budget Act also provides lor an additional $328 million in 
borrowing from various state special funds. 

Additional information regarding the 2009 Budget Act is available from the LAO's website: 
www.lao.ca.~ov. 

Governor's May Ret•isiouto the 2009 Bmlget Act, On May 14, 2009, the Governor released 
his May Revision to the 2009 Budget Act (the "May Revision"). On May 21, 2009, the Legislative 
Analysts Ollicc (the "LAO'') released its Overview of the May Revision. The following inl(mnation 
is adapted from the LAO's Overview of the May Revision. 

The May Revision estimates the gap between revenues and expenditures for f1scal year 200:>\-
09 and 2009-20 I 0 has !o,'fOWn to $2 I .3 bill ion as a result of negative revenue and expenditure trends, 
including, the voters' rejection on May 19, 2009 or $5.8 billion of budget-balancing measures 
included in Propositions I C, I D, and IE, lower revenue estimates tor 2008-09 and 2009- I 0 of $3.5 
billion and $9.0 billion respectively, an increase of $1. I billion of Proposition 98 spending 
requirements and $1.1 billion in additional program spending requirements, as well as other changes. 

To address the projected $21.3 billion dclicit and restore a $2 billion slate reserve balance in 
2009-20 I 0, the May Revision proposes $2 I billion of budget solutions, consisting of about $I 0 
billion of expenditure reductions, $7.5 billion of borrowing, and approximately $3.5 billion of 
revenue actions. 

l11e May Revision includes the following proposed major expenditure reductions: 

• Pmposilirm. 98 Reducliom. 1l1e May Revision proposes to reduce 2008-09 and 
2009- I 0 Proposition 98 spending lor K- I 2 schools and community colleges by more 
than $5 billion below that required by the 2009 Budget Act. 

• Medi-Cal Heductions. $1.1 billion of total reductions to Medi-Cal, including S750 
million of reductions that would likely require federal approval. 

• Uuit'ersitF SFstem Reductions. The May Revision proposes reducing General Fund 
support lor the University of California and California State University by a total of 
$I billion and replacing those funds with a like amount of federal stimulus funds. 
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"ll1e General Fund savings arc on·top of$510 million federal funds swap assumed in 
the 2008-09 Budget Act. Available federal stimulus fi.mds, however, will not be 
sufficient to fi.!lly oll>et the combined $1.5 billion cut, leaving approximately $230 
million net reduction. 

• In-Home Supportive Services. The May Revision includes several proposals which 
would result in a combined Cieneral Fund savings of about $500 million in 11-ISS. 
Specifically, the May Revision would limit the scope of services and copayments 
currently provided to the less disabled, reduce state participation in wages to the 
minimum wage, restrict prot,>ram eligibility to the more severely disabled, and 
enhance fraud prevention activities. 

• Reductions in General Fund Costs I"' Using "SiJillover" Revenues. $336 million 
savings to the General Fund by usmg spillover sales tax revenues in 2009-10 for 
transit bond debt service costs. 

• Prison Svslem Reductions. The May Revision includes proposals to begin approving 
applications for prison commutations submitted by undocumented immit,'fants. The 
administration's plan would result in their release from state prison and deportation 
by the United States government. In addition, the May Revision proposes changing 
sentencing options for specified crimes that may be treated either as felonies or 
misdemeanors, instead making these offenses punishable by jail and/or probation 
rather state pnson. The proposals would reduce corrections spending by $282 
million. 

• Suppleme/1/arv Securilv Income/State Supplemenlarp Pro~ory·wn (SSI/SSP) Gran/ 
Reductions, The May Revision proposal would reduce the maximum monthly t,>rants 
under SSI/SSP grant prot,'fams to the federal minimum amounts, etTectivc September 
2009. ll1is proposal would result in state savings of$249million in 2009-10. 

From levels assumed in February, the May Revision estimates that the Proposition 98 
minimum guarantee has l(tllen by $1.6 billion in 2008-09 and $3.8 billion in 2009-10. The bulk of 
the 2008-09 reduction is a $1.3 billi<in decrease in revenue limit funding, with an additional $287 
million reduction in 2009-10. For California Community Colleges, the May Revision reduces 
support for categorical prot,>rams by $85 million in 2008-09 and an additional $249 million in 2009-
10.- In addition. for 2009-10, the May Rcvisioi1 proposes to reduce enrollment t,>rowth ti-om 3%, to 
I 'X, for a combined savings of $127 million and lower the ti.mding rate for recreational courses for 
combined savings of $120 mill ion. 

One-third of the proposed_May Revision K-14 solutions is comprised of two additional 
deferrals. for California Community Colleges, $115 million in 200R-09 apportionment payments 
would be deferred until 2009-1 0, while S 1.7 bill ion in 2009-10 K-12 revenue limits payments would 
be deferred until 20 I 0-11. 

The May Revision also includes proposals designed to provided greater flexibility in dealing 
with budgetary reductions, For K-12 school districts, the May Revision proposes chant,~ng state law 
to provide school districts with the option of reducing instructional time the equivalent of up to 7.5 
days a year for the next three years. For California Community Colleges. the May Revision proposes 
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consolidating the existing 22 categorical pro~o>rams into a block !,>rant. This consolidation would 
allow California Community Colleges discretion to shin funding among existing categorical 
p1:ograms or away fron1 these prot,JTams to other pri01·it ics. 

As mentioned ;tbovc. the May Revision proposes $7.5 billion of additional borrowings: 

• Rl't'enlle Anriciparion Warrams. The May Revision proposes counting $5.5 billion of 
RAW proceeds in 2009-10 as a credit towards the 2009-10 budget. Under the May 
Revision, the state would have to repay the $5.5 billion of RAWs with interest by the 
end of fiscal year 20 I 0-11. 

• BorroH·ing Local Government Proper~r Taxes. $2 billion from borrowing property 
tax revenues received by cities, counties, and special districts. The May Revision 
proposes that the borrowing would be ins! ituted across the board. with each agency 
lending go;,, of its 2008-09 property tax revenues. Repayment would be required 
within three years with interest. The May Revision also proposes legislation to create 
an authority that would allow local agencies to borrow against future state payments 
collectively. rather than just individually. 

1l1c May Revision inc ludcs no proposed increases in existing tax rates; but docs propose the 
following revenue related items: 

• Increased Pasonal Income Tax Wirhlwlding. The May Revision would accelerate 
some personal income tax withholding payments from the 2010-11 fiscal year into 
2009-10 by increasing withholding schedules for taxpayers by I O'X.. The 
administration estimates the measure would result in $1.7 billion of increased 2009-
10 receipts. 

• Accelerared £srimared Pm·menr Receiprs. The May Revision proposes to require an 
increase in the amount of estimated payments due by individuals and corporations in 
June from 30% of estimated tax liability to 40%. The administration projects this 
would :Jccelcrate $610 million of payments from the 2010-11 liscal year into 2009-
10. 

• Proposed Parried Sale of" Srare Compensariun Insurance Fund (SC!F). The May 
Revision proposes that the state sell parts of SCJF"s business. The May Revision 
assumes that the portion sold could generate $1 billion of proceeds to help address 
the 2009-10 budget deficit. 

• Orher Proposals. The May Revision proposes various other revenue proposals, 
including an additional payment on all residential and commercial property insurance 
premiums to fund state and local lire and emergency response activities, higher fees 
lor employers to fund occupational safety and health and labor standards enforcement 
activities. and higher state fees at certain state parks. 

1l1e LAO considers the Governor's May Revision revenue l(1recast reasonable. however 
under the LAO's updated forecast, combined revenues in 2008-09 and 2009-20 I 0 arc approximately 
$3 billion lower than the Governor's. rcllecting a decline in jobs and personal income. The LAO 
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estimates that the structural deficit. will remain, with an imbalance between . revenues and 
expenditures of greater than $15 billion in fiscal year 20 I 0-11, with the annual shortbll increasing in 
the subsequent three t!scal years. Approximately $12 billion of the May Revision's proposed 
solutions arc one-time in nature. The LAO strongly recommends that the State Legislature reject the 
May Revision proposal to count $5.5 billion of borrowed RAW proceeds towards the 2009-10 
budget, noting it would simply defer $5.5 billion of the budget problem one year and would set a 
negative precedent for state tlnanccs in the future by rendering meaningless constitutional restrictions 
on state debt obligations and requirements lor a balanced budget. In addition. the LAO warns that 
certain of the measures proposed hy the May Revision arc risky and that the expected savings related 
to such measures may not materialize. 

Additional inlormation regarding the May Revision is available from the LAO's website: 
w\vw.lao.ca.uov. 

Future Actious, 1l1e District cannot predict what actions will be taken in the future by the 
State Legislature and the Governor to address changing State revenues and expenditures or the 
impact such actions will have on State. revenues available in the current or future years for education. 
The State budget will be affected by national and State economic conditions and other factors over 
which the Distric·t will have no control. Certain actions or results could produce a significant 
shortfall of revenue and cash, and could consequently impair the State's ability to fund schools. 
Continued State budget shortt~dls in future liscal years may also have an adverse financial impact on 
the financial condition of the District. 

District Debt Structure 

Long-Term Debt. A schedule of changes in long-term debt tor the fiscal year ended June 30, 
2008, is shown below: 

General Obligation Bonds 
Genera\ Obligation Bonds Pr~miu111 
Accumulated V::~cation- net 
QZAB Loan 

Totals 

Sou ret!: Lin• Ook School !Jistrid. 

SCHEUULE OF LONG-TERM ])EBT 
As of.lunc 30, 200H 

Live Oak School llistrict 

13alance 
Julv I 2007 

S20.54R.045 
235.557 

77.686 
I K25.203 

522 686 491 

4R 

Additions 

$51.941 

22.287 

54,228 

Babnce 
Deductions June 30. 200X 

5580,000 S20.019.9R6 
11.872 223,6gs 

99.973 
260,743 1.564.460 

S852 615 S21 908 I 04 
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Generttl Obligation Bonds. On April 14. 1992. the voters of the District approved the 
issuance of not-to-exceed $9,000,000 of general obligation bonds (the "'1992 Authorization"). On 
June 24. 1992. the District issued the llrst series of bonds under the 1992 Authorization in the 
aggregate principal amount of $2.000,000 (the "1992 Series A Bonds"). On June 9, 2003. the 
District issued the second and llnal series of bonds under the 1992 Authorization in the aggregate 
principal amount of $7,000,000 (the ''1992 Series B Bonds"). On February 26. 2003. the District 
issued $5.R95,000 of general obligation refunding bonds (the "'2003 Refunding Bonds"), the proceeds 
of which were used to refund a portion of the outstanding 1992 Series B Bonds. The remaining 1992 
Series 13 Bonds have since matured. 

On March 2, 2004. the voters of the District approved the issuance of not-to-exceed 
$14,500.000 of general obligation bonds (the "2004 Authorization"). On June 10.2004, the District 
issued the lirst series of bonds under the 2004 Authorization in the aggregate principal amount of 
$6.000.000 (the "2004 Series A Bonds"). On September 14, 2006, the District issued the second and 
lined series of bonds under the 2004 Authorization in the aggregate principal amouti of 
$8.499,974.50 (the ''2004 Series B Bonds''). 

The following table shown the annual debt service requirement on the District's outstanding 
general obligation bonds, and assuming no redemptions: 

Year Ending 1992 Series A 2003 Refun9ing 2004 Series A 2004 Series 13 
(Augu!'l I} Bonds Bonds Bonds Bonds Total 

2009 5172.945.00 5554.525.00 S3R8.662.50 5341 .03 1.26 51.457.163.76. 
2010 171.435.00 552.675.00 3RR.262.50 3 76.031.26 1.488.403. 76 
2011 174.615.00 559.512.50 392.637.50 396.031.26 I .522,796.26 
2012 177.115.00 554.425.00 391.562.50 41 1.031.26 1.534.133.76 
2013 178.990.00 557.025.00 3lJ5.262.50 441.031.26 I .572,308.76 
2014 I 80.240.00 55X.X25.00 393.512.50 4 71.031.26 1.603.608.76 
2015 180,790.00 564.825.00 391,537 50 491.031.26 1.628.183.76 
2016 180.710.00 564.825.00 394.337.50 516.031.21> I .655.903.76 
2017 573.375.00 39 1.687.50 591.031.26 I .556,093.76 
2018 393.812.50 616.031.26 I ,009.843.7o 
2019 390.487.50 649.631.26 I .040.118. 76 
2020 391 ,937.50 6X1.431.2Ci I ,073.3o8 76 
2021 392.937.50 71 1.431.26 1.104.368.76 
2022 392.962.50 744.631.26 I .i37.593.76 
2023 392.512.50 7XO.R31.26 1.173.343.7() 
2024 396.587.50 814.175.00 I ,210.762.50 
2025 394.950.00 R54.525 .00 1.249,475.00 
2026 397.710.00 RR7.112.50 1.2R4.X22.50 
2017 394.750.00 932.150.00 I .326,900.110 
2028 395.750.00 974.000.00 1.369.750.011 
2029 396,000.00 1.012.662.511 I .40R.662.50 
2030 395.500.00 I .1158.137.50 1.453.637.50 
2031 399.250.00 399.250.00 
2032 397.000.00 397.000.011 
2033 399.000.00 399.000.011 
Total S I A 16.840.00 55.040,012.50 S9.84X.61 0.00 £14.751.031.40 $31 JJ56.49BO 
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Qualified Zone Academy Bond. On January I, 200 I, the District entered into a site lease 
agreement with the Live Oak School District Financing Corporation in connection \Vith the issuance 
of a Qualified Zone Academy Bond in the principal amount of$3,128.918 (the "QZAB") pursuant to 
Section 1397E of the Internal Revenue Code. ·The purpose of the at,'!'ecment was to provide 
financing for the cost of purchasing equipment and capital improvements to certain District t[tcilities. 
Pursuant to the QZAB. the District is obligated to make annual payments of S260.743 until the 
QZAB matures in liscal year 2014-2015. 

Statemellf of Direct tmd Ot•erlapping Debt. Set forth below arc direct and overlapping debt 
reports regarding the District (each a "Debt Report") prepared by California Municipal Statistics, Inc. 
llll' debt issued as of June I, 2009. The Debt Reports arc included for general information purposes 
only. The District has not reviewed the Debt Reports lor completeness or accuracy and makes no 
representation in connection therewith. 

ll1c Debt Reports generally include long-term obligations sold in the public credit markets by 
public agencies whose boundaries overlap the boundary of the District in whole or in part. Such 
long-term obligations generally arc not payable lrom revenues of the District (except as indicated) 
nor arc they necessarily obligations secured by land within the District. In many cases, long-term 
obligations issued by a public agency arc payable only from the general fund or other revenues of 
such public agency. 

The contents of the Debt Reports arc as follows: (I) the first column indicates the public 
agencies which have outstanding debt as of the date of the Debt Report and whose territory overlaps 
the District; (2) the second column shows the respective percentage of the assessed valuation of tlic 
overlapping public agencies identified in column I which is represented by property located ·in the 
District: and (3) the third column is an apporllonment of the dollar amount of each· public agency's 
outstanding debt (which amount is not shown in the table) to property in the District, as dctcnnined 
by multiplying the total outstanding debt of each agency by the percentage of the District's assessed 
valuation represented in column 2. 
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STATEMENT OF DtrH:CT AND OVERLAPPING BONDED DEBT 
Live Oak School District 

200X-09 Assessed Valuation: 
Redevelopment lncrcmcntul Valuation: 
Adjusted Assessed Valuation: 

S2 ,S 75.6 7 5.309 
(2.25X.17R.949) 

Sol 7 A%.360 

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: 
Cabrillo Joint Community College District 
Santa Cruz City High School District. 
Liw Oak Schnolllistrict 
City of Santa Cruz 

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT 

DIRECT AND OVERLAPPING GENERAL FUND DEBT: 
Santa Cruz County Certificates of Participation 
Santa Cruz County Oftice of Educntion Certificates of Participation 
Cabrillo Joint Community C<)l\cge District Ccrtificutes of Participation 
Santa Cruz City Schools Certiticatcs of Participation 
Live Oak School District Certificates of P.articiJlatinn 
City ofCapitob Certificates of Participation and Pension Obligations 
City of Santa Cruz General Fund Obligations 
Molllerey Bay Unif1cd Air Pollution Authority 
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT 

Less: City of Santa Cruz self-supporting obligations 
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT 

GROSS COMB I NED TOTAL DEBT 
NET COMBINED TOTAL DEBT 

( 1) Excludes the Certificates described herein. 

~x~ Am;'!licable Debt 6/1/09 
2.173%, S3 .7 59.53 0 
5.936 5.208. I X9 

100.000 19.359.975 
0.348 19.524 

S2X.34721R 

2.llJR1% SL5(>3,261 
2.19X 255,07R 
2.173 52,X04 
5.936 291.45R 

I 00.000 5.053,717 
3.RlJ9 199,174 
0.34X 72JJ9X 
0.769 2 !,071 

$7.508.661 
20,689 

$7.487,972 

$35,855.879 
S35.X35.190 

(I ) 

(2) 

(2) Excludes tax and revenue anticipntion notes. enterprise revenue. mortgage revenue and tax allocation bonds and 
non-bonded capital lease obligations. 

Ratios to 200X-09 Assessed Valua1ion: 
Dirt•ct Debt ($19.359.975) ............................................................. 0.67'!1,, 
Total Direct and Overlapping Tax and Assessment Debt ............. 0.99% 

Ratios to Adjusted Assessed Valuation: 
Combined Direct Debt ($24.413.692) .......................................... 3.95% 
Gross Combincd Total Debt ...................................... 5.X I%, 
Net Combined Total Debt ................................. -........ : ........ 5.80%, 

STATE SCHOOL BUILD IN(; AID REPAYABLE AS OF 6/30/118: SO 

,)'ourcc: Cal!fiwniu Municipo/ Statislics. Inc. 
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CONSTITUTIONAL AND STATUTORY PROVISIONS 
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS 

Article XII lA ofthe Calil(lrnia Constitution 

Article XII lA of the State Constitution limits the amount of ad valorem taxes on real property 
to I'X. of "full cash value'' as determined by the county assessor. Article XIIIA defines "full cash 
value" to mean "the county assessor's valuation of real property as shown on the 1975-76 hill under 
'full cash value,' or thercatlcr, the appraised value of real property when purchased, newly 
constructed or a change in ownership has occurred alier the 1975 assessment," subject to exemptions 
in certain circumstances of propct1y transfer or reconstruction. The "full cash value" is subject to 
annual adjustment to rcllcct increases, not to exceed 2% lor any year. or decreases in the consumer 
price index or comparable local data, or to renect reductions in property value caused by damage, 
destruction or other lac tors. 

Article XIIIA has been amended to allow lor temporary reductions of assessed value in 
instances where the lair market value of real property litlls below the base year value. Proposition 
S-approved by the voters in November of 197K-providcs f(lf the enrollment of the lesser of the 
base year value or the market value of real property, taking into account reductions in value due to 
damage, destruction, depreciation, obsolescence, removal of property, or other factors causing a 
similar decline. In these instances, the market value is required to be reviewed· annually until the 
market value exceeds the base year value. Reductions in assessed value could result in a 
corresponding increase in the annual tax rate levied by the County to pay· debt service on the 
outstanding general obligation bonds of the District. Sec "DISTRICT FINANCIAL MATTERS -
Assessed Valuation'' 

Article XIIIA requires a vote of two-thirds of the qualified electorate of a city, county, 
special district or other public agency to impose special taxes, while totally precluding the imposition 
of any additional od valorem, sales or transaction tax on real property. Article XIII A exempts trom 
the I% ta·x limitation any taxes above that level required to pay debt service (i) on any indebtedness 
approved by the voters prior to .July I, I9n. or (ii) as the resul-t of an amendment approved by State 
voters on .July 3. 1986. on any bonded indebtedness approved by two-thirds of the votes cast by the 
voters for the acquisition or improvement of real property on or after July I, 1978. or.(iii) bonded 
indebtedness incurred by a school district or community college district lor the construction. 
reconstruction, rehabilitation or replacement of school facilities or the acquisition or lease of real 
property tor school facilities, approved by 55% or more of the votes cast of the proposition. but only 
if certain accountability measurers arc included in the proposition. In addition, Article XIIIA 
requires the approval of two-thirds of all members of the State Legislature (the "Legislature'') to 
change any state taxes for the purpose of increasing tax revenues. 

Legislation Implementing Article XII lA 

Legislation has been enacted and amended a number of times since 1978 to implement 
Article XlllA. Under current law. local agencies arc no longer permitted to levy directly any 
property tax (except to pay voter-approved indebtedness). The I 'X, property tax is automatically 
levied by the county and distributed according to a tormula among taxing agencies. The formula 
apportions the tax roughly in proportion to the relative shares of taxes levied prior to 1979. 
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That portion of annual property tax revenues generated by increases in assessed va1uations 
within eaCh tax (ate area within a county, subject to redevelopment agency, if any, claims on tax 
increment and subject to changes in organizations, if any, of aiTected jurisdictions, is allocated to 
each jurisdiction within the tax rate area in the same proportion that the total property tax revenue 
from the tax rate area for the prior year was allocated to such jurisdictions. 

Increases of assessed valuation resulting fi·om reappraisals of property due to new 
construction, change in ownership or ti·mn the annual adjustment not to exceed 2'X, arc allocated 
among the various jurisdictions in the "taxing area'' based upon their respective "situs." Any such 
allocation made to a local agency continues as part of its allocation in future years. 

Beginning in fiscal year 19H 1-82. assessors in California no longer record property values on 
tax rolls at the assessed value of 25% of market value which was expressed as $4 per $100 of 
assessed value. All taxable property is now shown at \00% of assessed value on the tax rolls. 
Consequently, the tax rate is expressed as $1 per S I 00 of taxable value. All taxable property value 
included in this Official Statement is shown at I 00% of taxable value (unless noted differently) and 
all tax rates reflect the S I per $100 of taxable value. 

Both the United States Supreme Court and the California State Supreme Court have upheld 
the general validity of Article X IliA. 

Proposition 39 

On November 7: 2000. California voters approved an amendment (commonly known as 
Proposition 39) to the California Constitution. This amendment (I) allows school facilities bond 
measures to be approved by 55% (rather than two-thirds) of the voters in local elections and permits 
property taxes to exceed the current _I o;;, limit in order to repay such bonds and (2) changes existing 
statutory law rcggrding charter school t:tcilitics. As adopted, the constitutional amendments may be 
changed only with another Statewide vote of the people. The statutory provisions could be changed 
by a majority vote of both houses of the Legislature and approval by the Governor, but only to 
li.trthcr the purposes of the proposition. The local school jurisdictions affected by this proposition arc 
K-12 school districts, including the District. community college districts, and county offices of 
education. As noted above, the California Constitution previously limited propet1y taxes to 1% of 
the value of property. Property taxes may only exceed this-limit to pay lor (I) any local government 
debts approved by the voters prior to July I, 1978 or (2) bonds to buy or improve real property that 
receive two-thirds voter approval after July I, 1978. 

The 55% vote requirement would apply only if the local bond measure presented to the 
voters includes: (I) a requirement that the bond. funds can be used only for construction. 
rehabilitation. equipping of school facilities, or the acquisition or lease of rca\ property for school 
facilities: (2) a specific list of school projects to be funded and ccrtitlcation that the school board has 
evaluated safety. class size reduction, and information tcchno\oh'Y needs in developing the list: and 
(3) a requirement that the school board conduct annual, independent financial and performance audits 
until all bond funds have been spent to ensure that the bond funds have heen used only lor the 
projects listed in the measure. Legislation approved in June 2000 places certain limitations on local 
school bonds to be approved by 55% of the voters. These provisions require that the tax rate levied 
as the result of any single election be no more than $60 (fix a unified school district), $30 (for a high 
school and elementary school district), or $25 (for a community college district), per S I 00,000 of 
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taxable prope11y value. These requirements arc not pm1 of this proposition and can be changed with 
a majority vote of both houses of the Legislature and approval by the Governor. 

Alternatively, charter schools arc independent public schools formed by teachers, parents, 
and other individuals and/or groups. The schools function under contracts or "charters"' with local 
school districts, county boards of education, or the State Board of Education. They arc exempt from 
most State laws and regulations affecting public schools. As of June 2000, there were 309 charter 
schools in California, servi1ig about 105,000 students (less than 2'Y,, of all K-12 students). The law 
permits an additional I 00 charter schools each year until 2003. at which time the charter school 
pro~o~·am will be reviewed by the Legislature. Under current law, school districts must allow charter 
schools to usc, at no charge, t;Jcilitics not currently used by the district for instructional or 
ad min istrativc purpoSes. 

Prop(>sition 39 requires that each local K-12 school district provide charter school lilcilities 
sufficient to accommodate the charter school's students. A K-12 school district, however. would not 
be required to spend its general discretionary revenues to provide these facilities for charter schools. 
Instead, the district could choose to usc these or other revenues- includinQ State and local bonds. 
Such facilities must.bc reasonably equivalent to the district schools that sue\; charter students would 
otherwise attend. Tile respective K-12 school district is permitted charge the charter school for its 
liJCilitics if district discretionary revenues arc used to fund the lacilities and a district may decline to 
provide lacilitics for a charter school with a current or projected enrollment of fewer than 80 
students. There arc presently no charter schools within the District. 

Article XIIIB ofthe California Constitution 

Article XI liB of the State Constitution, as subsequently amended by Propositions 98 and II I, 
respectively. limits the annual appropriations of the State and of any city, county, school district, 
authority or other political subdivision of the State to the level of appropriations of the particular 
governmental entity for the prior fiscal year, as adjusted for changes in the cost of living and in 
population and I(Jr transl'crs in the linancial responsibility I(Jr providing services and for certain 
declared emergencies. As amended, Article XI liB defines 

(a) "change in the cost of living" with respect to school districts to mean the percentage 
change in California per capita income lrom the preceding year, and 

(b) "change in population" with respect to a school district to mean the percentage 
change in the average daily attendance of the school district from the preceding fiscal 
year. 

For fiscal years beginning on or a tier July I, 1990, the appropriations limit of each entity of 
government shall be the appropriations limit for the 1986-~7 liscal year adjusted for the changes 
made from that liscal year pursuant to the provisions of Article XI liB, as amended. 

TI1c appropriations of an entity of local government subject to Article XIIIB limitations 
include the proceeds of taxes levied by or for that entity and the proceeds of certain state subventions 
to that entity. "Proceeds of taxes" include. but arc not limited to, all tax revenues and the proceeds to 
the entity from (a) regulatory licenses. user charges and user Ices (but only to the extent that these 
proceeds exceed the reasonable costs in providing the regulation. product or service). and (b) the 
investment of tax rcvcnul:s. 
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Appropriations subject to limitation do not include (a) refunds of taxes, (b) appropriations f(>r 
certain debt service, (c) appropriations required to comply with certain mandates of the courts or the 
federal government, (d) appropriations of certain special districts, (c) appropriations for all qualified 
capital outlay projects as defined by the legislature, (I) appropriations derived fl·om certain fuel and 
vehicle taxes and (g) appropriations derived trom certain taxes on tobacco products. 

Article XIIIB includes a requirement that all revenues received by an entity of government 
other than the State in a liscal year and in the fiscal year immediately following it in excess of the 
amount permitted to be appropriated during that fiscal year and the fiscal year immediately following 
it shall be returned by a revision of tax mtcs or fcc schedules within the next two subsequent fiscal 
years. 

Article XIIIB also includes a requirement that 50% of all revenues received by the State in a 
fiscal year and in the fiscal year immediately following it in excess of the amount permitted to be 
appropriated during that fiscal year and the fiscal year immediately following it shall be transferred 
and allocated to the State School Fund pursuant to Section 8.5 of Article XVI of the State 
Constitution. Sec "'Propositions 9R and I I I" below. 

Article XIIIC and Article XIIID of the California Constitution 

On November 5. 1996. the voters of the State of California approved Proposition 218, 
popularly known as the ·'Right to Vote on Taxes Act." Proposition 218 added to the California 
Constitution Articles XIIIC and XIIID, which contain a number of provisions affecting the ability of 
local agencies, including school districts, t,o levy and collect both existing and future taxes. 
assessments, fees and charges. 

According to the "Title and Summary" of Proposition 218 prepared by the California 
Attorney General, Proposition 218 limits "the authority of local governments to impose taxes and 
property-related assessments, fees and charges." Among other things, Article XIIIC establishes that 
every tax is either a "general tax" (imposed tor general governmental purposes) or a ·'special tax'' 
(imposed for specific purposes). prohibits special purpose government agencies such as school 
districts from levying general taxes, and prohibits anY local agency from imposing, extending or 
increasing any special tax beyond its maximum authorized rate without a two-thirds vote; and also 
provides that the initiative power will·not be limited in matters of reducing or repealing local taxes. 
assessments. Ices and charges. Article Xll!C further provides that no tax may be assessed on 
property other than adva/ore/11 propc11y taxes imposed in accordance with Articles XIII and XIII A of 
the. California Constitution and special taxes approved by a two-thirds vote under Article X lilA. 
Section 4. Article XI liD deals with assessments and property-related fees and charges. and explicitly 
provides that nothing in Article Xll!C or Xll!D will be construed to aftcct existing laws relating to 
the imposition of fees or charges as a condition of property development. 

The District docs not. impose any taxes. assessments, or property-related fees or charges 
which arc subject to the provisions of Proposition 218. It docs. however. receive a portion of the 
basic I 'Y,, ad valorClil property tax levied and collected by the County pursuant to Article XIII A of the 
California Constitution. The provisions of Proposition 218 may have an indirect effect on the 
District, such as by limiting or reducing the revenues otherwise available to other local governments 
whose boundaries encompass property located within the District thereby causing such local 
governments to reduce service levels and possibly adversely affecting the value of property. within 
the District. 
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Propositions 98 and Ill 

On November 8, 1988, voters approved Proposition 98, a combined initiative constitutional 
amendment and statute called the "Classroom Instructional Improvement and Accountability Act" 
(the "Accountability Act"). Certain provisions of the Accountability Act have, however, been 
modified by Proposition Ill, discussed below, the provisions of which became effective on July I, 
1990. The Accountability Act changes Stale funding of public education below the university level 
and the operation of the State's appropriations limit. The Accountability Act guarantees State 
funding for K-12 school districts and community college districts (hereinafter rclcrrcd to collectively 
as "K-14 school districts") at a level equal to the greater of (a) the same percentage of General Fund 
revenues as the percentage appropriated to such districts in 1986-87, and (b) the amount actually 
appropriated to such 'districts from the General Fund in the previous fiscal year. adjusted lor 
increases in enrollment and changes in the cost of living. The Accountability Act permits the 
Legislature to suspend this lormula lor a one-year period. 

Since the Accountability Act is unclear in some details. there can be no assurances that the 
Legislature or a court might not interpret the Accountability Act to require a different percentage of 
General Fund revenues to be allocated to K-14 school districts. or to apply the relevant percentage to 
the State's budgets in a different way than is proposed in the Governor's Budget. In any event, the 
Governor and other fiscal observers expect the Accountability Act to place increasing pressure on the 
State's budget over future years, potentially reducing resources available for other State programs, 
especially to the extent the Article XIIIB spending limit would restrain the State's ability to lund 

· such other programs by raising taxes. 

The Accountability Act also changes how tax revenues in excess of the State appropriations 
limit arc distributed. Any excess State tax revenues up to a specilied amount would, instead of being 
returned to taxpayers. be lranstcrred to K-14 school districts. Any such transfer to K-14 scho.ol 
districts would he excluded from the appropriations limit for K-14 school districts and the K-14 
school district appropriations limit for the next year would automatically be increased by the amount 
of such transfer. These additional moneys would enter the base funding calculation for K-14 school 
districts for subsequent years, creating further pressure on other portions of the State budget, 
particularly if revenues decline in a year following an Article XI liB surplus. The maximum amount 
of excess tax revenues which could be tmnsfcrrcd to K-14 school districts is 4'X. of the minimum 
State spending for education mandated by the Accountability Act. 

On June 5. 1990. the voters approved Proposition Ill (Senate Constitutional Amendment 
No. I) called the "Traftic Congestion Relief and Spending Limit Act of 1990" ("Propositioi1 Ill") 
which further modified Article XIIIB and Sections~ and 8.5 of Article XVI of the State Constitution 
with respect to appropriations limitations and school funding priority and allocation. 

The most significant provisions of Proposition Ill arc summarized as follows: 

a. Annual Adjustments to Spending Limit. The annual adjustments to the Article XIIIB 
spending limit were liberalized to be more closely linked to the rate of economic 
growth. Instead of being tied to the Consumer Price Index. the ·'change in the cost of 
living" is now measured by the change in California per capita personal income. The 

_ detinition of "change in population" specifics that a portion of the State's spending 
limit is to he adjusted to rcllcct changes in school attendance. 
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b. Treatment of Excess Tax Revenues. "Excess·· tax revenues with respect to 
Article XIIIB arc now determined based on a two-year cycle. so that the State can 
avoid having to return to taxpnycrs cxcL:ss tax revenues in one year if its 
appropriations in the next tiscal year arc under its limit. In add it ion, the 
Proposition 9R provision regarding excess tax revenues was modified. After any two
year period. if there arc excess State tax revenues, 50% of the excess arc to be 
transferred to K-14 school districts with the balance returned to taxpayers; under prior 
l<tW, I 00'% of excess Stale lax revenues went to K-14 school districts. but only up to a 
maximum of 4'X, of the schools' minimum funding level. Also. reversing prior law. 
any excess State tax revenues transferred to K-14 school districts arc not built into the 
school districts' base expenditures I(H· calculating their entitlement for State aid in the 
next year. and the State's appropriations limit is not to be increased by this amount. 

c. Exclusions lrom Spending Limit. Two exceptions were added to the calculation of 
appropriations which arc subject to the Article XIIIB spending limit. First, there arc 
excluded all appropriations lor "'qualitied capital outlay projects" as defined by the 
Legislature. Second. there arc excluded any increases in gasoline taxes above the 
!990 level (then nine cents per gallon). sales and usc taxes on such increment in 
gasoline taxes. and increases in receipts from vehicle weight fees above the levels in 
effect on .January I, 1990. These latter provisions were necessary to make effective 
the transportation funding package approved by the Legislature and the Governor. 
which expected to raise over $15 billion in additional taxes from 1990 through 2000 
to fund transportation programs. 

d. Recalculation of Appropriations Limit. The Article XIIIB appropriations limit tor 
each unit of government, including the State. is to be recalculated beginning in fiscal 
year 1990-91. It is based on the actual limit tor fiscal year 1986-R7. adjusted lorward 
to 1990-91 as if Proposition I I I had been in effect. 

c. School Fundin!! Guarantee. There is a complex adjustment in the formula ·enacted in 
Proposition 98 which guarantees K-14 school districts a certain amount of State 
general fund revenues. Under prior law. K-14 school districts were guaranteed the 
6>rcatcr of (I) 40.9% of State general fund revenues (the "first test") or (2) the amount 
appropriated in the prior year adjusted for changes in the cost of living (measured as 
in Article XIIIB by reference to per capita personal income) and enrollment (the 
··second test"). Under Proposition Ill, schools will receive the greater of (I) the Jirst 
test, (2) the second test. ·or (3) a third test. which will replace the second test in any 
year when growth in per capita State general fund revenues lfom the prior year is less 
than the annual 6'Towth in California per capital personal income. Under the third 
test. schools will receive the amount appropriated in the prior year adjusted for 
change in enrollment and per capita State general fund revenues. plus an additional 
small adjustment factor. If the third test is used in any year. the difference between· 
the third test and the second test will become a "credit" to schools which will be paid 
in future years when State general fund revenue growth exceeds personal income 
gi"O\Vth. 
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Proposition I A 

On November 2, 2004, California voters approved Proposition I A, which amends the State 
constitution to significantly reduce the State's authority over major local government revenue 
sources, Under Proposition I A, the State can not (i) reduce local sales tax rates or alter the method 
of allocating the revenue generated by such taxes, (ii) shiti property taxes from local govemments to 
schools or community colleges, (iii) change how property tax revenues arc shared among local 
governments without two-third approval of both houses of the State Legislature or (iv) decrease 
Vehicle License Fcc revenues without providing local governments with equal replacement funding, 
Beginning, in 2008-09, the State may shifi to schools and community colleges a limited amount of 
local government property tax revenue if certain conditions arc met, including: (i) a proclamation by 
the Governor that the shift is needed due to a severe financial hardship of the State, and (ii) approval 
of the shifi by the State Legislature with a two-thirds vote of both houses, Under such a shit\, the 
State must repay local govcmmcnts for their property tax losses, with interest, within three years, 
Proposition I A docs allow the State to approve voluntary exchanges or local sales tax and property 
tax revenues among local governments within a county, Proposition I A also amends the State 
Constitution to require the State to suspend eenain State laws creating mandates in any year that the 
State docs not fully reimburse local governments lor their costs to comply with the mandates, This 
provision docs not apply to mandates relating to schools or community colleges or to those mandates 
relating to employee rights, 

Future Initiatives 

Article XIIIA, Article XI JIB, Article XIIIC Article XI liD of the California Constitution and 
Propositions 98 and II I were each adopted as measures that qualilied tor the ballot pursuant to the 
State's initiative process, From time to time other initiative measures could be adopted further 
affecting District revenues or the District's ability to expend revenues, The, nature and impact of 
these measures cannot be anticipated by the District, 

TAX MAlTERS 

In the opinron of Stradling Yocca Carlson & Rauth, a Professional Corporation, San 
Francisco, California, Special Counsel, under existing statutes, regulations, rulings and judicial 
decisions, the portion of each Lease Payment constituting interest with respect to the Cer1ilicatcs is 
excluded from gross income lor federal income tax purposes, and is not an item of tax preference lor 
purposes of calculating the federal alternative minimum tax imposed on individuals and corporations, 
In the further opinion of Special CounseL the portion of each Lease Payment constituting interest 
with respect to the Certificates is exempt from State of California personal income tax, Special 
Counsel notes that, with respect to corporations, the portion of each Lease Payment constituting 
interest with respect to the Ccrtilicates is not included as an adjustment in the calculation of 
alternative minimum taxable income, 

The difference between the issue price or a Certificate (the first price at which a substantial 
amount of the Certificates of the same series and maturity is to be sold to the public) and the stated 
redemption price at maturity with respect to such Certificate constitutes original issue discount, 
Original issue discount accrues under a constant yield method, and original issue discount will accrue 
to a Certificate owner before receipt of cash attributable to such excludable income, The amount of 
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original issue discount deemed received hy the Certificate owner will increase the Cet1ificatc owner's 
basis in the applicable Certificate. The amount of original issue discount that accrues. to the owner of 
tlie Certificate is excluded from s~·oss income of such owner lor federal income tax purposes, is not 
an item of tax preference tor purposes of the fcder>li alternative minimum tax imposed on individuals 
and corporations, and is exempt lrom State of Calilornia personal income tax. 

Special Counsel's opinion as to the exclusion lrmn !,'fOss income of the portion of each Lease 
Payment constituting interest (and original issue discount) with respect to the Certilicatcs is based 
upon cer1ain representations of litcl and ccrtilications made by the District and others and is subject 
to the condition that the District complies with all requirements of the Internal Revenue Code of 
1986, as amended (the "'Code"), that must be sat is lied subsequent to the execution and delivery of the 
Certificates to assure that the portion of each Lease Payment constituting interest (and original issue 
discount) with respect to the Certificates will not become includable in gross income lor federal 
income tax purposes. Failure to comply with such requirements of the Code might cause the portion 
of each Lease Payment constituting interest (and original issue discount) with respect to the 
Ccrtilicates to be included in gross income for federal income tax purposes retroactive to the date of 
execution and delivery of the Cct1ificatcs. The District has covenanted to comply with all such 
rcq uircments. 

The Internal Revenue Service (the ""IRS") has initiated an expanded program lor the auditing 
of tax-exempt bond issues. including both random and targeted audits. It is possible that the 
Certitieatcs will be selected for audit by the IRS. It is also possible that the market value of the 
Certificates might be affected as a result of such an audit of the Certificates (or by an audit of similar 
certificates). 

Special Counsel's opinions may be affected by actions taken (or not· taken) or events 
occurring (or not occurring) after the elate hereof. Special Counsel has not undertaken to determine, 
or to inform any person, whether any such actions or events arc taken or do occur. The Trust 
Agreement and the Tax Certificate relating to the Certilicates permit certain actions to be taken or to 
be omitted if a favorable opinion of Special Counsel is provided with respect thereto. Special 
Counsel expresses no opinion as to the effect on the exclusion lrmn gross income of the portion of 
each Lease Payment constituting interest (and original issue discount) lor. lcdcral income tax 
purposes if any such action is taken or omitted based upon the advice of counsel other than Stradling 
Yocca Carlson & Rauth. 

Although Special Counsel has rendered an opinion that the portion of each Lease Payment 
constituting interest (and original issue discount) with respect to the Ccrtiiicates is excluded from 
gross income for federal income tax purposes provided that the District continues to comply with 
certain requirements of the Code. the ownership of the Certilicates and the accrual or receipt of 
interest (and original issue discount) with respect to the Certilicates may otherwise affect the lax 
liability of certain persons. Special Counsel expresses no opinion regarding any such tax 
consequences. Accordingly, bclore purchasing any of the Ccrtilicatcs, all potential purchasers 
should consult their tax advisors with respect to collatera I tax consequences relating to the 
Certificates. A copy of the proposed form of opinion of Special Counsel is attached hereto as 
Appendix B. 
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CERTAIN LEGAL MATTERS 

Stradling Yocca Carlson & Rauth, a Professional Corporation, San Francisco, California, 
Special Counsel, will render an opinion with respect to the Certificates substantially in the lcwm 
attached hereto as Appendix B. Copies or such approving opinion will be available at the time of 
delivery or the Ccrtilicatcs. The payment or fees of Special Counsel is contingent upon the closing 
of the Ce11ilicates transaction. 

Special Counsel's employment is limited to a review of the legal proceedings required lor the 
authorization of the Certilicates and to rendering the opinion referred to herein. Such opinion will 
not consider or extend to this Otlicial Statement, or any sections, documents, agreements, 
representations, offering circulars or other material of any kind concerning the Certificates. 

NEW REPORTING REQUIREMENTS 

On May 17, 2006, the President signed the Tax Increase Prevention and Reconciliation Act 
of 2005 ("TIPRA"). Under Section 6049 of the Internal Revenue Code of 1986, as amended by 
TIPRA, interest paid on tax-exempt obligations is subject to information reporting in a manner 
similar to interest paid on taxable obligations. The effective date for this provision is tor interest paid 
after December 31,2005, regardless of when the tax-exempt obligations were issued. The purpose of 
this change was to assist in relevant inlcxmation gathering for the IRS relating to other applicable tax 
provisions. TlPRA provides that backup withholding may apply to such interest payments made 
alier March 31, 2007 to any bondholder who fails to/lile an accurate Form W -'I or who meets certain 
other criteria. The inlormation reporting and backup withholding requirements of TIPRA do not 
affect the excludability of such interest from gross income for federal income tax purposes. 

FINANCIAL STATEMENTS 

TI1e financial statements, with supplemental information lor the year ended June 30, 2008, 
the independent auditor's report of the District, and the report dated December 15, 20CH> of Vavrinck, 
Trine. Day & Co., LLP (the "Auditor'_'), arc included in this Official Statement as Appendix C. In 
connection with the inclusion of the excerpts described above and the report oft he Auditor thereon in 
Appendix C to this Official Statement, the School District did not request the Auditor to, and the 
Auditor has not undertaken to, update its report or to take any action intended or likely to elicit 
information conccrnii1g the accuracy, completeness or fairness of the statements made in this Official 
Statement. and no opinion is expressed by the Auditor with respect to any event subsequent to the 
date of its report. 

CONTINUING DISCLOSURE 

The District has covenanted in a Continuing Disclosure Certilicate lor the benefit of the 
holders and beneficial owners of the Certilicates to provide certain linancial ·information and 
operating data relating to the District by not later than nine months following the end of the District's 
Fiscal Year (which would be April I f(JIIowing the District's fiscal year ending June 30) (the 
"Annual Report"), commencing with the report of Fiscal Year ending June 30. 2009, and to provide 
notices of the occurrence of certain enumerated events, if material. The Annual Report and notices of 
material events will be lilcd by the District with each Nationally Recognized Municipal Securities 
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Information Repository. The specific nature of the information to be contained in the Annual Report 
and the notice of material events is set forth in Appendix D - "FORM OF CONTINUING 
DISCLOSURE CERTIFICATE" hereto. These covenants have been made in order to assist the 
Underwriter in complying with Rule 15c2-12(b)(5) promulgated under the Securities Exchange Act 
of 1934. as amended. 

The District has. in the past. failed to file certain of its required annual reports in a timely 
manner as required by its prior continuing disclosure obligations. The District has since filed all such 
reports and is current with respect to all filings required under its continuing disclosure obligations. 

ABSENCE OF MATERIAL LITIGATION 

At the time of delivery of and payment for the Certificates. the District and the Corporation 
will each certify that there is no action. suit. litigation. inquiry or investigation before or by any court, 
governmental agency. public board or body served. or to the best knowledge of the District or the 
Corporation threatened. against the District or the Corporation in any material respect affecting the 
existence of the District or the Corporation or the titles of their officers to their respective ollices or 
seeking to prohibit, restrain or enjoin the sale, execution or delivery of the Certificates or the 
payment of Lease Payments or challenging. directly or indirectly. the validity or enforceability oft he 
proceedings to lease the Property back from the Corporation, the Trust Agreement. the Lease. the 
Assignment Agreement or the Site Lease. 

There is no action, suit. or proceeding known to be pending or threatened, to restrain or 
enjoin the execution or delivery of the Certificates, or in any way contesting or affecting the validity 
of the Cenilicates or any proceedings of the District taken with respect thereto. The District is not 
aware of any litigation, pending or threatened, questioning the political existence of the District. 

RATING 

The Certificates have been assib~1cd a rating of"AAA". by Standard & Poor's, a Division of 
the McGraw-Hill Companies ("S&P") based upon the issuance of the Policy by the Insurer. TI1e 
Certificates have also been assigned an underlying rating of"A+'' by S&P. The ratings reflect only 
the view of S&P, and any explanation of the significance or such ratings should be oh.lained from 
S&P at the following address: Standard & Poor's: Standard· & Poor's, 55 Water Street, New York. 
New York I 0041. There is no assurance that the ratings will be retained for any given period of time 
or that the same will not be revised downward or withdrawn entirely by the rating agencies iC in the 
judgment of the S&P, circumstances so warrant. The District undertakes no responsibility to oppose 
any such revision or withdrawal. 

BANK QUALIFIED 

TI1e District has dcsibq1ated the Certificates as "qualified tax-exempt obligations," thereby 
allowing certain linancial institutions that arc holders of such qualified tax-exempt obligations to 
deduct a p011ion of such institution's interest expense allocable to such qualified lax-exempt 
obligations. all as determined in accordance with Section 265(b)(3) of the Internal Revenue Code of 
1986. as amended. 
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UNDERWRITING 

The Certificates arc being purchased ·lor rcoflcring by Piper Jal'fi-ay & Co. (the 
"Underwriter"). The Underwriter has agreed to purchase the Certificates at the purchase price of 
$11.87R.779.11 (representing the ag~o~·cgatc principal amount of the Certificates of $11,998,973.65 
less an underwriter's discount of$119,989.74, and less $204.80 of net original issue discount). The 
Contract of Purchase relating to the Certificates provides that the Underwriter will purchase all of the 
Certificates. if any arc purchased. The obligation to make such purchase is subject to certain terms 
and conditions set forth in such Contract of Purchase. 

The Underwriter may olkr and sell the Certificates to dealers and others at a price lower than 
the olkring price stated on the cover page hereof. The offering price may be changed from time to 
time by the Underwriter. 

The Underwriter has ctllered into an agreement (the "'Distribution Agreement") with 
Advisors Asset Management. Inc. ("AAM") lor the distribution of certain municipal securities 
offerings. including the Certificates. allocated to the Underwriter at the 'origina I otTcring prices. 
Under the Distribution At,'fcemcnt. the Underwriter will share with AAM a portion of the fcc or 
commission. exclusive of management ICes. paid to the Underwriter. 

MISCELLANEOUS 

The references herein to the Lease. the Site Lease. the Trust Agreement. and the Assignment 
Agreement arc brief outlines of certain provisions thereof. Such outlines do not purport to be 
complete and for full and complete statements of such provisions re!Crence is made to said 
documents. Copies of the documents mentioned under this heading arc available fl1r inspection at the 
District and following de livcty of the Certificates will be on file at the Principal Office of the Trustee 
in St. Paul. Minnesota. 

Rclcrcnecs arc made herein to certain documents and reports which arc brief summaries 
thereof which do not purport to be complete or definitive. Reference is made to such documents and 
reports for full and complete statements of the content thereof. 

Any statement in this Official Statement involving matters of opinion, whether or not 
expressly so stated. arc intended as such and not as representations of !Ctcl. This Official Statement is 
not to be construed as a contract or agreement between the District and the purchasers or Owners of 
any of the Ccrt iticatcs. 

TI1c execution and delivery of this Official Statement has been duly authorized by the 
District. 

LIVE OAK SCHOOL DISTRICT 

By: _____ __,_,/ s"'·/"1''-"a t,r,ic,· i,a_,P~."D""'c"'m"'i"'tl6"--,------
Chicf Business Official 
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APPENDIX A 

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 

The following is a brief summary of certain vrovisions of the !ega I documents related to the 
Certificates which arc not described in the Official Statement to which this Appendix is attached. 
This summary is not intended to be definitive and is qualified in its entirety by reference to the Site 
Lease, the Lease, the Assignment Agreement and the Trust Agreement for the complete terms 
thereof. Copies of the Site Lease. the Lease, the Assignment Agreement and the Trust A6>reemcnt 
arc available upon request from the District. 

DF:FINITIONS 

ll1c following are summaries of definitions of certain terms used in this Summary of Principal Legal 
Documents. All capitalized terms not defined therein or elsewhere in the Official Statement have the meanings set 
tOrth in the Lense or the Trust Agreement. 

'"Accreted Interest" means. \Vith respect to the Capital Appreciation Certificates. the Accreted Value thereof 
minus the Denominational Amount thereof as of the d<lte of calcu !at ion. 

'"i\ccret\on Rate'" means that ra\e which. when appl\ed to the Denominational Arnount of any Capital 
Appreciation Certi!icate and compounded semiannually mi each February I and August I (commencing August I, 
2009). produces the Maturity Value on the maturity date. 

··Accreted Value" means with respect to the Capital Appreciation Certificates. as of the elate of calculation. 
the Denominational Amount thereof. plus Accreted Interest then:on to such date or calculation. compounded 
semiannually on each February I and August I (commencing on August I. 2009) at the stated Accretion Rate to 
maturity thereof. assuming in any such scmianmml period that such Accreted Value inc1:cases in equal daily amounts 
on the basis of a 360-day year of twelve 30-day months. 

"Additional Certificates" means certificates of participation authorized by a supplemental Trust Agreement 
that arc executed and delivered by the Trustee under and pursuant to the Trust Agreement. 

"Additional Pavmcnts" means all amounts payable by the District as Additional Payments as defined in the 
Lease. 

"Asbestos Containing Materials" m~ans materi~l in fl·ia ble form containing more than one percent ( 1%) of 
the asbcstiform varieties of (a) chrysotile (serpentine): (b) crocidulite (ricbeckite); (c) amosite (cummington
itegrincrite); (d) anthophyllite; (c) tremolite; and (l) actinolite. 

'"Assicnment Agreement·· means the A~signment Agreement related to the Certilicatcs. elated as oft he date 
thcrcoC by and between the Trustee and the Corporation. and any duly authorized and executed amendments thereto. 

"Beneficial Owner" will mean any person which (a) lms the power. directly or indirectly. to vote or consent 
with respect to. _or to dispose of ownership of. any Ccrtitlcates (including persons holding Certificates through 
IHlminccs, dcp<lsitorics or other intermediaries), or (b) is treated as the (Jwncr of any Certificates for !'ederal income 
tax purposes. 

"Business Dav" means any day other than (i) a Saturday or Sunday. or (ii) a day on which banking 
institutions in 1he State or New York or the State of CalifOrnia or the State in which the Principal Orfice of the 
Trustee is located are authorized or required by law or executive order to remain closed. 
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"Cnnitnl Appreciation Certificates" means the Certificates the interest component of which is compounded 
semiannually on each Certificate Payment Date to maturity as shO\VIl in the table of Accreted Value fOr such 
Certificates in the Contra<.:t of Purchase. 

··Certificate'' or "Certificates" means any certificate or certificates executed and delivered by the Trustee 
pursuant to the Trust Agreement. 

"Certificate of Completion'" means a certificate ofth~.: District Representative stating that all components of 
the Project have been completed or concluded in conformity with the requirements of the Lease. 

"Ccrtir1c1te Payment Date" menns. (i) with respect to Current Interest Certifkates. February l and August 
of each year commencing February I, 20 I 0 with respect to the interest payments evidenced by the Current Interest 

Cenilicatcs and August I of each year commcnci ng August I. 2014 with respect to the principal payments 
evidenced by the Current Interest Certificates and (ii) with respect to the Capital Appreciation Certilicate.s. the stated 
maturity dates thereoC as applik'able. 

"Certificate Year" will have the meaning assigned to such term in the Tax Certilicate. 

"Closing Date" means the date on which the Certificates. duly executed by the Trustcc. are delivered to the 
Original Purchaser thereof 

"Code" means the Intcmal Revenue Code of 1986. and the regulations issued thereunder. as the same may 
be amended from time to time. and any successor provisions of law. Reference to a particular section of the Code 
will be deemed to be a reference to any successor· to any such section. 

"Contract of Purchase" menns that certain Contract of Purchase dated as of June 17.2009 by and between 
the District and the Original Purchaser relating to the sale and delivery of the Certificates. 

"Continuing Disclosure Certificate" means that certain Continuing Disclosure Certificate dated as of the 
Closing Dah:, executed by the District ns it may be amended from time to time in accordance with the terms thereof. 

"Cornorntion" means the Live Oak School District Financing Corporation of California. a nonprofit public 
benefit corporation organized under the laws of the State, its successors and assigns. 

"Comoration Representative" means the President, Vice President. Secretary. Treasurer. Chiarpcrson and 
Chief Financial Officer of the Corporation, or any other person authorize'd to act on behalf of the Coqxmllion under 
or with respect to the Lease. 

"Current Interest Certificates" means the Certificates the interest on which is payable semi-annually on 
each Certificate Payment Date specified for each such Certificate. as designated and maturing in the years and in the 
amounts set J'orth in the Contract of Purch.asc. 

"Delivery Cost Requisition" means a written requisition substantially in the form in the Trust Agreement. 

"Dcliverv Costs" menns and further includes all items of expense directly or indirectly payable by or 
reimbursable to the District or the Corporation relating to financing the Project from the proceeds of the Certificates. 
including but not limited to costs provided in the Contract of Purchase with the Original Purchaser, the premium for 
any insumnce policies purchased to satisfy the Reserve Requirement. filing and recording costs. settlement costs. 
printing costs, \vord processing costs. reproduction and hinding costs. initial fees and charges of the Trustee. 
induding its lirst annual administration fc~.: and the fees of its counseL legal fees and charges, financing ;:md other 
professional consultant fees. costs of rating agencies and costs or providing inrormation to such rating agencies, any 
computer and other expenses ·incurred in connection with the Ccrti1icates. fees for execution. transj1ortation and 
safekeeping of the Ccrti ficates and charges and fees in connect ion with the foregoing. 
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.. Delivery Cost Requisition" means a \Vritten requisition substantially in the fom1 attf!ched to the Trust 
Agreement as Exhibit B-1. 

"11enominational Amount" jlleans. with respect to the Capital Appreciation Certificates. the initial principal 
amount thereof: and with respect to the Current Interest Certificates, the principal amount thereof. 

"Depository" means the sec1-1ritics depository acting as Depository pursuant to the Trust Agreement. 

"District" means the Live Oak School District. a school district organized and existing under the laws and 
Constitution of the State. and its successors and assigns. 

"District Rcnrcsentative" means the Superintendent and the Chief Business Onicial of th~: District or any 
other person authorized by the Superintendent of the District to act on behalf of the District \Vith respect to the Lease 
or the Trust Agreem~:nt. 

"DTC" means The Depository Trust Company. New York. New '{ ork. a limited purpose trust company 
organized under the hl\VS of the State or New York in its capacity as securities depository for the Certificates. 

''Environmental Re!!ulations" means all Laws and Regulations, nmv or thereafter in cfkct. with respect to 
Hazardous Materials. Including. without limitation. the Comprehensive Environmental Response. Compensation. 
and Liability Act. as amended (42 U.S.C. Section 960L ~ Sffi.) (together with the regulations promulgated 
thereunder. ""CERCLA"), the Resource Conservation and Recovery Act. as amended (42 U.S.C. Section 6901, £.! 
~.)(together with the regulations promulgated thereunder. ""RCRA"), the Emergency Planning and Community 
Right-to-Know Act. as amended (42 U.S.C. Section II 00 I . .£!. ~.) (tOgether with the regulations promulgated 
thereunder. ""Title III"). the Clean \Vater Act. as amended (33 U.S.C. Section 1321 . .£1 ~.)(together with the 
regulations promulgated thereunder, "'CWA"). the Clean Air Act. as amended (42 U.S.C. Section 7401. £.!. 1i£.9..) 
(together with the regulations promulgated thereunder. "CAA") and the Toxic SubstanCL'S Control Act, as amended 
(15 U.S.C. Section 2601 ~g_g.) (together with the regulations promulgated thereunder. ··rscA."). and any state or 
local similar laws and regulations and any so-called local. state or rederal "superfund'' or "superlicn" law. 

''Event of Dct~1ulf' means an event of default under the Lease: as defined therein. 

"Fiscal "'{ear"meaJlS the fiscal year of the District commencing July I and ending June 30oft he next year. 

"Government Obli!.!ations" means non-callable direct obligations of the United States of America. or. 
su~ject to the prior written consent of the Insurer. obligations the timely payment of principal of and interest on 
which is fully and unconditionally guaranteed by. the United States of America. or evidences of ownership of 
proportionate interests in future interest and principal payments on such obligations held by a bank or trust company 
as t..:ustodian, undt:r which the owner of the investment is n real party in interest and has the right to proceed directly 
and individually against the obligor and such underlying government obligations arc not available to any person 
claiming through the custodian or to whom the custodian may be obligated. 

"Independent Counsel"' means an attorney duly admitted to the practice of law before the highest cotu1 of 
the state in which si1ch attorney maiJltains an office and who is not an employee of the Corporation. the Trustee or 
the District. 

"Independent Insurance Consultant'" means a nationally recognized independent nctunry. insurance 
company or broker that has actuarial personnel experienced ·in the area of insurance for which the District is to be 
self-insured. as may from time to time be designated by the District. 

"Insurance Policv" or "Policv" means the municipal bond insurance policy issued by the lnsmer insuring 
the scheduled payment of principal and interest with respect to the Certificatt:s when due. 

"Insurer" means Assured Goaranty Corp., or any successor thereto or assignee thereof. 
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··Lease .. means the Lease/Purchase Agreement related to the Certificates. dated as of the date thereof: by 
and between the District and the Corporation. and any duly authorized and executed ::unendments thereto . 

.. Lease Pavment'· means any payment required to be pnid by the District to the Corporation pursuant to the 
Lease. 

"'Lease Pavment Date" means the Lease Payment Date dell ned in the Leas~: . 

.. Lease Pavment Fund" means the fund by that name established and held by the Trustee pursuant to the 
Trust AgrcCIHCI't 

"Lease Year" means the period extending from August I of each calendar year to July 31 of the subsequent 
calendar year provided that the first Lease Year will commence on the Closing Date a~d e~1~l on July 31. 2010. 

"Lessor" means the Live Oak School District Financing Corporation. of Calil(Jrnia. a nonprofit public 
benefit corporation organized under the laws of the State. its successors and assigns. 

"Letter of Representations" means the letter of the District delivered to and accepted by the Depository on 
or prior to delivery of the Certificates as book-entry certificates making· reference to the DTC Operational 
Arrangements. as it may he amended from time to time. setting fOrth the basis on which the Depository serves as 
depusitory for such book-entry certificates. as such letters were originally executed or as they may be supplemented 
or revised or replaced by letters from the District and the Trustee delivered to and accepted by the Depository. 

"f\·laturitv Value" means the Accreted Value of any Capital Appreciation Certificate on its Maturity Date. 

''Moody's" mean~ Moody's Investors Service a corporation duly org~mized and existing under and b_y 
virtue of the laws of Delaware, or any successor or assigns thereto . 

.. Net Proceeds" means any proceeds of any insurance. performance bonds or taking by eminent domain or 
condemnation paid with respect to the Property remaining after payment therefrom of any expenses (including 
attorneys' fees) incurred in the collection thereof. 

"Net Proceeds Fund" means the fund by that name established and held by the Trustee pursuant to the Trust 
Agree1nent. 

··Nominee" means the nominee of the Depository. which may be the Depository, as determined from time 
to time pursuant to the Trust Agr~emcnt. 

"'Opinion of Counsel" means a legal opinion issued by Special Counsel addressed to the District. the 
Corporation, the Trustee and the Insurer. 

"Original Pun.:haser" means Piper .!affray & Co .. as original purchaser of the Certificates on the Closing 
Date. 

.. Outstanding" when used as of nny particular time \vith respect to Certificates, means (subject to the 
provisions or the Trust Agreement) all Certilieatcs theretofore executed and ddivered by the Trustee under the Trust 
Agreement except: 

(I) Ccrtilicates theretofore cancelled by the Trustee or surrendered to the Trustee for cancellation; 

(2) Certificates fOr the payment or prepayment of which funds or Government Obligations. together 
with intcres! cnrned thereon, in the necessary amount will have theretofOre been deposited with the Trustee (whether 
upon or prior to the maturity or prepayment date of such Certificates), provided that. if such Certificates are to be 
prepaid prior to maturity. notice of such prepayment will have been given as provided in the Trust Agreement or 
provision satisfactory to the Trustee will have been made for the giving of such notice; and 
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(3) Certificates in lieu of or in exchange I(Jr which other Certificates will have been executed and 
delivered by the Trustee pursuant to the Trust Agreement. 

"Owner" or "Certitic<Jte Owner·· or ··owner of a Certificate". or any si1;1ilar term. when used with respect 
to a Certificate means the person in whose name such Certificate is registered on the registration books maintained 
by the Trustee. 

"Participants'" means those broker-dealers. banks and other financial institutions from time to tinll' for 
which the Depository holds book-cntry certillcates as securities depository. 

"Participatin!! Underwriter" h<Js the meaning ascribed thereto in the Continuing Disclosure Certificate. 

'"Permitted Encumbrances" means any of the following which at the time of investment arc legal 
investments under the laws of the State for the moneys proposed to be invested therein: 

(I) {a) C3sh (fully insured by the Federal Deposit Insurance Corporation). (b) Direct obligations 
(other th<Jn an obligation subject to v<Jriation i_n principal repayment) of the United States of America ("U.S. 
Treasury Obligations")_ (b) obligations fully and unconditionally guaranteed as to timely payment of principal and 
interest by the United States of America. (c) obligations fully and unconditionally guarantet£d as to timely payment 
of principal and interest by any agency or instrumentality of the United States of America when such obligations are 
backed by the full lltith and ~redit of the United States of America. or (d) evidences of ownership of prop011ionate 
interests in future interest ami principal payments on obligations described above he\d by a bank or trust company as 
custodi<Jn, under which the o\vner of the investment is the real party in interest and has the right to proceed directly 
and individually against the obligor and the underlying government obligations arc not av;liiable to any person 
claiming through the custodian or to whom the custodian may be Oblit!.ated. THE ABOVE REFERENCED 
013LIG';\TIONS MAY CONSTITUTE DEFEASANCE 013LIGATIONS ~ 

Any securit)'used for dekasance \Viii provide for the timely payment of princip<~l and interest and will not 
be callable or prepayablc pri~}r to maturity or earlier redemption of the rated debt (excluding securities that do not 
have a fixed par value and/or whose terms <.~o not promise a fixed dollar amount at maturity or call date). 

(2) Federal Hu~1sing Administration debentures. 

(3) ll1c listed obligations of government-sronsored agencies which arc not backed by the full Htith 
and credit of the U nitcd State:' of America: 

a) Fcder<JI l·llJme Lc>nn Mortgage Corporation (FHLMC) senior debt obligations and 
Participation certificates (excluding stripped mortgage scturities which are purchased at 
prices e:xcccding their principal amounts) 

b) Farm Credi1 System (formerly federnl Land Banks. Federal ln1ermediate Credit Banks 
and Banks for Cooperatives) consolidated system-wide bonds and notes 

c) Federal Home Loan Banks (FHL Banks) consolidated debt obligations 

d) Federal National Mortgage Associ:1tion (FNMA) senior debt obligations and mortg<~ge
ba.:ked securities (excluding stripped mortgage securities which arc purchased at prices 
cxi.:eeding their principal amounts) 

(4) Unsecured certificates of deposit. time deposits. demand deposits and bankers' acceptances 
(having maturities of not more than365 days) or any bank the short-term obligations of which are rated "A-1+" or 
better by S&P and '"Prime-!" by Moody's. 

(5) Deposits the aggregate amount or which are ttrlly insured by the federal Deposit Insurance 
Corporation. in banks which lwve capital and surplus of at least S 15 mi Ilion. 
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(6) Commercial paper (having original maturities of not more than 270 days) rated 
··A-I+"" by S&P and ··Prime- I'' by Mood)'s. 

(7) Money market i·unds rated "Aam" or "1\i\m-G" by S&P. or better and il' rated by Moody's rated 
··Aa2" or better. 

(8) '"State Obligations''. \vhich means: 

a) Direct general obligations of any state of I he U nitcd States or America or any subdivision 
or agency thereof to which is pledged the full f~1ith and credit of a state the ·unsecured 
general obligation debt or which is rated at least ·· A3" by Moody's and at least ··A-.. by 
S&P. or any obligation fully and unconditionally guaranteed by any state. subdivision or 
agency whose unsecured gcneml (>bligation debt is so rated. 

b) Direct general shorl-lenn obligations of any state agency or subdivision or agency thereof 
described in (a) above and rated .. A-1 +"by S&P and "MIG-I" by Moody's. 

c) Special Revenue Bonds las defined in the United States Bankruptcy Code) of nny state or 
state agency described in (b) above and rated "AA-" or better by S&P and "An3'' or 
better by Moody's. 

(9) Pre-reft.11ukd municipal obligations rnted '·AAA" by S&P and "Aaa'' by Moody's meeting the 
following requiren1ents: 

a) the municipal obligations are (I ) not. subject to redemption prior to maturity or (2) the 
Trustee for the municipal obligations has been given irrevoc<.~ble instructions concerning 
their call ami redemption and the District of the municipal obligation~ has covenanted not 
to redeem such municipal obligations other than as set forth in such instmctions: 

b) the municipal obligations are secured by cash or U.S. Treasury Obligations which may be 
applied only to payment of the principal .oC interest and premium on such municipal 
obligations; 

c) the principal of and interest on the U.S. Treasury Obligations (plus any cash in the 
escrow) has been verified by the report of independent certified public accountants to be 
sufficient to pay in full all principal of, interest. and premium. if any. due and to become 
due on the municipal obligations (""Verif'i<.:ation Report"); 

d) the cash or U.S. Treasury Obligations serving as security for the municipal obligations 
are held by an escrow agent or Trustee in trust for owners of the municipal obligations; 

e) no substitution of a U.S. Treasury Obligation shall be permitted except with another U.S. 
Treasury Obligation and upon delivery of a new Verification Report; and 

f) the cash or U.S. Treasury Obligations are not available to satisfy nny other claims. 
including those by or against the Trustee or escrow agent. 

(I 0) Repurchase agreements: with ( 1) any domestic bank. or domestic branch of a foreign bank. the 
long term debt of which is rated at least ··A-" by S&P and ''"A3" Moody's: or (2) any broker-dealer with .. retail 
customers" or a related affiliate thereof which broker-dealer has. or the parent company (which guarantees the 
provider) of which has. long-term debt rated atledsl ··A-" by S&P and '"A3'" by Moody's. which broker-dealer falls 
under the jurisdiction of the Securities Investors Protection Corporation: or (3) any other entity rated at least ""A-" by 
S&P and '"A3" Mood);S and acceptable to The Insurer (each an ""Eligible Provider"). provided that: 
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a) ( i) permitted collat_eml shall inc] ude U.S. Treasury Obligations. or senior _debt obi igat ions 
ur GNMJ\, FNMA or FI-ILMC (no collateralized mortgage obligations shall be permitted 
for these providers), and (ii) collateral levels must be at least 102(% of the tol<ll principal 
when the collateral type is U.S. Treasury Obligations. I 03(XJ of the total principal when 
the collateral 1)11C is GNtvtA's and 104%\ of the total principal when the collateral 1)11C is 
FNMA and FI-ILMC c·Eiigible Collateral"'): 

b) the Trustee or a third party acting solely as agent therefore or for the District (the 
"Custodian") has possession of the collateral or the collateral has been transferred to the 
Custodian in accordance with applicable state <Jnd federal laws (other than by means of 
entries on the transferor's books) and such colbteral will be murkcd to market: 

c) the collateral will be marked to market on a daily basis and the provider or Custodian 
shall send monthly reports to the T111stee. the District and The Insurer setting forth the 
type of collateral. the collateral p~.!rcentage required for that collateral type. the market 
value of the collatt:ral on the vnluation date and the name of the Custodian holding the 
collateral: 

d) the repurchase agreement (or guaranty. if applicable) may not be assigned or amended 
without the prior \·vritten consent of'll1e Insurer: 

c) the repurchase agreement will state and an opinion of counsel will be rendered at the time 
such collateral is delivered that the Custodian hns a perfected first priority security 
interest in the collateral. any substituted collater<Jl and all proceeds thereof: 

I) the repurchase agreement provides that if during its term the provider's rating by cit her 
Moody's or S&P is withdrawn or suspended or Htlls below '"A-" by S&P or "A3" by 
Moody's, as appropriate. the provider must. notifY the District. the Trustee and The 
Insurer within five ( 5) days of receipt or such notice. \Vi I hi n ten ( 1 0) days or receipt of 
such notice. the provider will either: (i) provide a written guarantee acceptable to The 
Insurer. (ii) post Eligible CollateraL or (iii) assign the agreement to an Eligible Provider. 
If the provider docs not perfOrm a remedy within ten (I 0) business days. the provider 
wilL <Jt the direction of the Trustee (who will give such direction if so dircqed by ll1e 
Insurer) repurchase all collateral and terminate the repurchase agreement..\vith no penalty 
or premium to the District or the Trustee. 

( 1 I ) Investment agreements: with a domestic or foreign bank or corporation the long-term debt of 
which. or. in the case of a guaranteed corporation the long-term debt. or, in the case of a mono line financial guaranty 
insurance company. claims paying ability, of the guarantor is rated at least "t\A-" by S&P and "A<J3"' by Moody's. 
and acceptable to The Insurer (each an"Eiigible Provider"); provided that: 

a) interest pay1nents are to be made to the Trustee at times and in ::nnounts as necessary to 
pay debt service (or. if the investment agreement is for th~: construction fUnd. 
constJ:uction draws) on the Bonds; 

b) the invcstLd funds are av:1ilable for withdrawal without penalty or premium. at any time 
upon not more than seven (7) days' prior notice: the District and the Trustee have agreed 
to give or cause to be given notice in accordance with the terms of the investment 
agreement so as hl receive funds thereunder \vith tHl penalty or premium paid: 

c) the provider will send monthly reports to the Trustee, the District ~md The Insurer setting 
fOrth the balance the District or Trustee has invested with the provider and the amounts 
and dates of interest accrut:d and paid by the provider: 
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d) the investment agreement will 'state tlmt is an unconditional and general obligation of the 
provider, and is not subordinated to any other obligation of. the provider thereof or. if the 
provider is a bank. the agreement or the opinion of counsel will state that the obligation 
of the provider to make payments thereumlcr ranks pari passu with the obligations of the 
provider to its other depositors and its other unsecured and unsubordinated creditors: 

e) the investment agreement (or guaranty. if applicable) may not be assigned or amended 
without the prior written consent oiTI1e Insurer: 

f) the District. the Trustee and The Insurer will receive an opinion of domestic counsel to 
the provider that such investment agreement is legaL valid. binding and enforceable 
against the provider in accordance with its terms: 

g) the District. the Trustee and The Insurer will receive an opinion of foreign counsel to the 
provider (if <lpplicablc) that (i) the invcs'tment agreement. hns been duly authorized. 
executed and delivered by the provider and constitutes the legal. valid and binding 
obligation of the provider. enforceable ag<Jinst tht: providt:r in accordance with its terms. 
(b) the choice of law of the state set forth in the investment agreelllent is valid under that 
cou_ntry's laws and a court in such country would uphold such choit:.:c of bw. and (c) any 
judgment rendered by a court in the United States wouiJ_ be recognized and enforceable 
in such counl!y: 

h) the investlllent agreement shall provide that if during its term: 

i) the provider's roting by. either S&P or Moodys fitlls below ''AA-'' or "Ao3". the 
provider shalL at its option, within ten (I 0) days of receipt of publication ofsut:.:h 
dmvngrade: either (i) provide a written guarantee acceptable to The Insurer. (ii) 
post Eligible Collateral with the District. the Trustee or a third party acting 
solely as agent therefore (the "'Custmlian") free and clear of any third party liens 
or claims. or (iii) assign the agreement to an Eligible Provider. or (iv) repay the 
principal of and acaued but unpnid interest on the investment: 

ii) the provider's rating by either S&P or Moody's is withdra\vn or suspended or 
f~1lls below ··A-" or .. A3", the provider must, at the direction of the District or 
the Trustee (who shall give s_uch direction ir so directed by the Insurer). within 
ten (I 0) days of receipt of such direction. repay the principal of and accrued but 
.unpaid interest on the investment. in either case with no penalty or premium to 
the District or Trustee. 

i) in the event the provider is required to colbtcralizc. permitted collateml shall indude 
U.S. Treasury Obligations. o~- senior debt obligations ofGNMA. FNMA or FHLMC (no 
collateralized mot1gage obligations shall be permitted for these providers) and collateral 
levels must be I 02<% of the total principnl when the collateral type is U.S. Treasury 
Obligations. 103(% of the total principnl when the collateral type is GNMA's and I04<Yt, 
of the total principal when the collateral type is FNMA and FHLMC ("Eligible 
Collateral"). In addition, the collateral shall be marked to market on a daily basis and the 
provider or Custodian shall send monthly reports to the Trustee. the District and The 
Insurer sCtting forth the type of collateraL the collnteral percentage required for that 
collateral type. the market value of the collateral on the valuation date and the name of 
the Custodian holding the collateral: 

j) the investment agreement shall state and an opinion of counsel shall be rendered. in the 
event collateral is required to be pledged by the provider under the terms of the 
investment agreement. at the time such collateral is delivered. that the Custodia!l has a 
perfected first priority security interest in the collateraL any substituted collateral and all 
proceeds thereof: 
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k) the investment agreement must provide that if during its term: (i) the provider shall 
deHmlt in its payment obligations. the provider's obligations under the investment 
agreement shall, at the direction of the District or the Trustee (who shall give such 
direction iC so directed by the Insurer), be accelerated and amounts invested am\ accn.H.:d 
but unpaid interest thereon shall be repaid to the District or Trustee. as appropriate. and 
(ii) the providei· shall become insolvent. not pay its debts as they become due. be declared 
or petition to be declared bankrupt, etc. ("event of insolvency"). the provider's obligations 
shall automatically be accelerated and amounts invested and accrued btll unpaid interest 
thereon shall be repaid to the District or Trustee, ~~s appropriate. 

(12) Investments authorized in Section 53601Cc). 53601(d) and 53601(c) of the California 
G1)vernment Code. 

"Prenavment" means any payment made by the District pursuant to the Lease as a prepayment of Lease 
Payments. 

··rrepnvmenl Fund" means the fund by thnt name established and held by the Trustee pursunnt to the Trust 
Agreement. 

'"Princip;.ll Office·· meuns the principal corporute trust office of the Trustee in Si. Paul. Minnesota. provided 
that for tr<.nisf'cr. exchange, registration. surrender and payment ofCertilicates, such term means the office or agency 
of th~: Trustee at which. at any particular time. its corporate trust agency business shall be conducted or such other 
address as the Trustee may inform the District. or the principal (>frice of any successor tn1stee pursuant thereto. 

""Project'' means the Project described in the Lease. and any and all suhstitu.tions thereto made as provided 
in the Lease. 

""Project Cost Requisition" means a written requisition substantially in the form in the Trust Agreeme.nt. 

"Project Costs" means. with respect to any item or portion of the Project, the contract price paid or to be 
paid therefor upon acquisition, construction. procurcinent or improvement thereof in accordance with a purchase 
order or contract therefor. Project Costs include. but are not limited to. the administrative. engineering. legal. 
financial and other costs incurred by the District and the Corporation in connection with the acquisition, 
construction, procurement. remodeling or improvement of the Project. all applicable sales taxes and other chafges 
resulting from such construction. procurement. remodeling or improvement of the Project and the costs associated 
with making rebate calcuhltions required by the Code. 

"Project Fund" means the fund by that name established and held by the Trustee pursuant to the Trust 
Agreement. 

"Pronert~" means the Property. as defined in the Lease. 

"Record Date" means the close of business on the fifteenth day of the month preceding each Certiticate 
Payment Date, whether or not such fifteenth day is a Business Day. 

"Reserve F:1cilitv" means any line of credit. letter of credit. insurance policy. surety bond or other credit 
source approved by the Insurer deposited with the Trustee in the Reserve Fund pursuant to the Trust Agreement. 

"Reserve Fund" means the fund by that name established and held by the Trustee pursuant to the Trust 
Agreement. 

·'Reserve Renlenishment Rent" means Reserve Replenishment Rent payable pursuant to the Lease. 

"Reserve Requirement" means. as of any calculation date. the lesser of (I) the maximum aggregate nnnual 
Lease Payments (in any Fiscal Year) then payable under the L~:ase. (2) 125(Yu of the average annual aggregate Lease 
Payments (in any Fiscal Year) then payable under the Lease, or (3) 10(% of the original f~ICC amount of the 
Certificates and/or the Additional Certificates, as applicable (less original issue discount if in excess of two percent 
(2%) of the stated prepayment amount at maturity) and/or the Additional Certificates. as applicable. 

A-9 



"Responsible Olllcer" means, wit!~ respect to the Trustee. the presid<..:nt. every vice president. every 
assistant vice president. every trust officer and every ofticer and assistant officer of the Trustee. other than those 
specifically ahove mentioned, to whom any corporate trust matter relating to the Trust Agreement is referred 
because of his or her knowledge of and l~nniliarity with. a particular subject. 

··s&P"means Standard & Poor's or any successors or ;:~ssigns thereto. 

··Site Lease" means the Site Lease related to the Certificates. dated the: date thereoC by and between the 
Corporation and the District. 

.. Special Counsel" means Stradling Yocca Carlson & Rauth. a Professional Cuqx)ration. or any other 
attorney or finn of attorneys of nationally recognized standing in matters pertaining to the tax-exempt status of 
interest on obligations issued by states and their political subdivisions and acceptable to the District. 

.. State"means the State of California. 

""Tax Certificate'" means the Tax Certificate of the District. dated as of the Closing Date. concerning 
matters pertaining to the usc and investment of proceeds of the Certificates executed and delivered to the District on 
the elate of execution and delivc:ry of the Cer~ilic.1ks, including any and all exhibits attached thereto. 

"Term·· means the time during which the Lease is in effect. as provided in the Lease . 

.. Trustee"' means U.S. Bank National Association. a national banking association duly organiZed and 
existing under the lav,rs of the United States. and any successor trustee. 

"'Trust A!.!reemcnt"' or ··Agreement" means the Trust Agreement. together with any amendments thereof or 
supplements-thereto permitted to be made thereunder. 

TilE LEASE AGREEMENT 

ACQUISITION, CONSTRUCTION AND INSTALLATION OF TilE I'IW.IECT 

Dt•posit of Certificate Proceeds. On the Closing Date. the Lessor has agreed to pay or cause to be paid to 
the District moneys to be deposited with the Trustee as provided in the Trust Agreement. 

Completion uf tht· Project. The District. as agent or the Lessor. will arrange l"or. supervise and provide 
for. or cause to be supervised and provided fOr. the construction and completion of the Project. The District will 
enter into one or more cOntracts or purchase orders providing for completion of the Project. 

Payment of Project and Delivery Costs. Payment of the Project Costs and Delivery Costs will be ri1adc 
from the moneys deposited with the Trustee in the Project Fund as provided in the Lease and the Trust Agreement. 
which will be disbursed in accordance and upon compliance with the Trust Agreement. 

Completion Certification. Upon completion of all portions oft he Project. satisll1ctory to the District. the 
Distrjct will deliver to the Trustee a Certificate of Completion with respect thereto. On the date of tiling the 
Certificate of Complt:tion. as indicated therein. all excess moneys remaining in the Project Fund will be transferred 
by the: Trustee in accordance with the Trust Agreement. 

Substitution of or Addition to the Project. The District will have the right to substitute alternate items 
for any portion oft he Project listed in the Lease or provide for additional components of the Project by pnwiding the 
Trustee with a written certilicate in the form contained in the Lease and so long as such substitution or addition dot:s 
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not cause. in and of itseiC the interest represented by the Certificate to be included 111 gross income for federal 
income tax purposes. 

ComplianCl' with law. 

(a) Public Bidding. The District will comply with all applicable provisions for hids and 
contracts prescribed by law. including. without limitation. the Public Contract Code. the Education Code, and the 
Government Code of the State. 

(b) \Vagl' Rates and \\'orking llours. The District will comply with all applic<lblc 
provisions relating to pn;vailing wage rates and working hours. as applicable. required by the Education Code of the 
State. 

(c) Fil'ld Act Compliance. If applicable. the District will acquire. constmct and install the 
Project in such manner as to comply with the Field Act. 

(d) Plans and Specifications. If applicable. the District will prepare and adopt plans <1nd 
specifications for the <u.:quisition. construction and installation of the Project or portions thereof pursuant to the 
Education Code oft he State. 

Further A.ssur:J nccs :.tnd Corrective Instruments. The Lessor <1nd the District agree that they will. from 
time to time. execute. acknowledge and deliver. or cause to be executed. acknowledged and delivered. such 
supplements thereto and such further instruments as may reasonably be required for coJTecting any inmlequate or 
incorrect description oft he Property thereby leased or intended so to be or for carrying out tlle.expressed intention of 
the Lease. 

AGREEMENT TO LEASE; TERM OF LEASE; LEASE PAYMENTS 

Lease. The Lessor has leased the Property to the District. and the District h<~s leased the Property fhun the 
Lessor. upon the terms and conditions set I(Jrth therein. The Lease will not operate as a merger or the District's 
leasehold estate in the Property pursuant to the Lease and its fcc estate in the Property and will not cause the 
extinguishment of the lea.schold interest granted to the Lessor under the Site Lease. 

Term. The Term of the Lease will commence on the date of execution thereof and will end on August I. 
2039. unless extended pursuant to the Lease. or unless terminated prior thereto upon the earliest of any or the 
fOllowing events: 

(a) llcfault and Termination. ;\ defnult by the District and the Lessor's election to terminate the 
Lease under the Lease: 

(b) P~tymcnt of All Lease PaymL·nts. The payment by the District of all Lease Payments required 
under the Lease and any Additional Payments required under the Lease: or 

(c) Prepayment. The deposit of llmds or Government Obligations with the Trustee in amounts 
sufficient to pay all Lease Payments as· the same will become due. as provided hy the Lease <:md as provided by the 
Trust Agreement: or 

(d) Purch~sc. Upon the exercise by the District of its option to purchast.: nil of the Lessor's interest in 
the Property as provided in the Lease; provided. however. that upon exercise by the District of its option to purchase 
the Lessor's interest in a port inn of the Property. as provided in the Lease. the Lease will be terminated only with 
respect to that portion of the Prope1iy. 
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Exh·nsion of Lease Term. If on August I. 2039. the· Certificates will not be fully paid. or if the Lease 
Payments thereunder will have been abated at any time and for any reason. then the Term will be extended until all 
Certificates will be (ully paid, except that the Term \viii in no event be extended beyond August I. 2049. 

Lease Payments. 

(a) Time and Amount. Subject to the provisions of the Lease regarding abatement in event of loss of 
use or any portion of the Property, option to purchase and prepayment of Lease Payments, the District has agreed to 
pay to the Lessor. its successors and assigns. as annual rental for the use and possession of the Property. the Lease 
Payments (denominated into components of principal and interest) in the amounts specified in the Lease. to be due 
and payabh: in arrears on the Jirteenth (15th) day of the month (or if such day is not 1.1 Business Day. the next 
SLH.:cccding L3usiness Day) immediately preceding the respective Certificate Payment Dates as specified in the Lease 
(the ··Lease PaJ'Inent Date") \Vhich are sufli<.:ient in both time and amount to pay when due the annual principal and 
semiannual interest rcpres~:nted by the-Certificates. 

In the event the District does not pay a Lease Payment due on the respective Lease Payment Date. the 
Trustee will provide prompt written notice to the District of such tf1ilure to pay: provided. however. that fililure to 
give such notice will not excuse any event of default under such the Lease. 

(b) Credits. Any amount held in the Lease Payment Fund on any Lease Payment Date (other than 
accrued and capitalized interest, \vhich will be credited in accordance with the Trust Agreement. and other than 
amounts resulting from the· prepayment of the Lease Payments in part but not in whole pursuant to the Lease and 
other amounts required for payment of pri~cipal with respect to ~my Certificates not presented for pa;1nent or 
interest) will be credited towards the Lease Payment then due and payable. No Lease Pay1ncnt need be made on any 
Lease Pnyment Date if the amounts then held in the Lease Payment Fund arc at least equal to the Lease Payment 
then required to be paid. 

(c) Rate on Overdue Payments. in the event the District should fail to \n~1ke any or the Leas\:: 
Payments required in the Trust A!:,l"feemcnt. the Lease Pnymcnt in default will continue as an obligation of the 
District until the amount in deHltllt will have been fully paid, and the District h::~s agreed to pay the same with 
interest thereon. to the extent permitted by law. from the date such ·amount was originally payable at the rate equal· to 
the original interest rate payable with respect to each Certificate then Outstanding. 

(d) Rescn·e Replenishment Rent. II'· 

(i) funds have been withdrav.m rrom the Reserve Fund in order to pay interest or 
principal represented by the Certificates or if there will be a deficiency ii1 the Reserve Fund resulting ti·om 
a decrease of I 0%) or more in the market value of the Permitted Investments in the Reserve Fund or the 
Lease Pa)111cn\ Fund determined as provided in the Trust Agreement. and 

(ii) Lease Payments arc not in abatement pursuant to the Lease. and 

(iii) the amount or such Le<1sc Payments is less than the fair rental value of the 
Property. according to an appraisal to be filed with the Trustee. and 

(iv) the amount on deposit in the Reserve Fund is less than the Reserve Requirement. 
or the amount on deposit in the Lease Payment Fund is less than the amount required to be on deposit 
therein corresponding to the ctunul<ltive gross Lease Payments, 

then the District will pay from its first legally available moneys after payment of Lease Payments. to the 
Trustee, Reserve Replenishment Rent in the amount oft he deficiency consistent with such fair rental v<~lue --
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(A) (I) over a period of not more than fniJr rnnnlhs. in four (4) 
substantially equal payments. in the event of a deficiency from a decrease in thl· market value of 
the Permitted Investments on deposit in the Reserve Fund or the Lease Payment Fund. or (2) over 
a period extending no btcr than the end or the then-current Lease Year. in substantially equ:ll 
monthly payments. in the event of a deficiency from a withdrawal of amounts from the Reserve 
Fund to pay principal and interest with re;;;pcct to the Certificates or to repay any required amounts 
drawn from any Reserve Facility. and 

(B) from the lirst moneys legally available therefor provided that such 
payment is consistent with the n1ir market rental wtluc of the Property. or 

(C) if such payments prescribed in clause (A) or (8) arc inconsistent with 
fair m;lrket rental value. in such maximum amounts as will be recommended by the appraisal 
referenced ahove consistent with fair rental value on each Lease PaymL·nt Date until the amount of 
such Reserve Replenishment Rent paid equals the amount of funds withdrawn from thl· Reserve 
Fund to pay interest or principal represented by the Ccrtdic;lles or the decrease in value of 
Penni tied Investments in the Reserve Fund or the Lease Payment Fund. 

1\n \\'ithholding. Notwithstanding any dispute betv,recn the Lessor and the District. including a dispute as 
to the lililure tlf any portion tlfthe Property in use by or possession of the Dis.trict to perform the task for which it is 
leased. the District will make all Lease Payments. Additi01lal Payments and Reserve Replenishment Rent pnyments 
when due and will not withhold any Lease Payments pending the final resolution of such dispute. 

Fair Rental V~lur. The Lease Payments will be paid by the District in consideration of the right of 
possession of. and the continued quiet use tmd enjoyment of: the Property during each such period for which said 
Lease Payments arc to be paid. The parties thereto helve agreed and determined that such total rental rcpn.:sents the 
fair rental value of the Property. In making such determination. cunsidcrntion has been given to the appraised value 
of the Property. other obligation of the parties under the Lease (including but not limited to costs of maintenance. 
taxes c1nd insurance), the uses and purposes which may he served by the Property and the benefits therefrom which 
will accrue to the Districl and the general public. and the transfer oft he Lessor's leasehold interest in the Property at 
the end of the Tem1. In the event that the District and the Trustee. as assignee oft he Lessor. agree subsequent to the 
date thereor that Lease Payments thereunder arc less than the l~tir rental value of thc.Property. the District and the 
Trustee may mutually agree that the District will increase the Lease Payments payable thereunder to retlect such fair 
rental value: provided, however. that the Tmstcc may conclusively rely UJXH1 an independent appraisal. 

Budget and Appropriation~ l)lcdgr of l~rdl'\'l'lopmcnt Revenue. 

(a) TI1e District has covenanted to take such :1ction as may be necessary to include all Lease 
Payments. Additional Payments and Reserve Replenishment Rent (to the extent the amounts of such Additional 
Payments and Reserve Replenishment Rent are known to the District at the time its annual budget is proposed). due 
thereunder in its annual budget and to make the necessary ;mnual appropriations therefor, and to nmintain such items 
to the extent unpaid iOr that Fiscal 'lear in its budget throughout such Fiscal Year. To the e:-.:tcnt the amount of such 
payments becomes known alter the adoption of the annual budget. such mnounts will be included and maintained in 
such budget as amended. During the TLT111, the District will furnish annually. on or before June 30 of each year. to 
the Trustee a ccrtillcate of the District Representative stating that all Le<tsc Payments. Additional Payments and 
Reserve Replenishment Rent due thereunder t(~r the applicable Fiscal Year have been included in its annual budget 
and the amount so included. The covenants on the part of the District therein contained will be deemed to be and 
will be construed to be dlliies imposed by lnw and it will be the ministerial duty of each and every public otlicial of 
the District to take such action and do such things as arc required by law in the performance of the official duty of 
such officials to enable tile District to carry out and perform the covenants and agreements in the Le;tsc agreed to be 
carried out and performed by the District. 

(b) As further security for the Lease Payn)cnts. pass-through redevelopment revcnuc collected by the 
11istrid pursuant to that certain Agreement Regarding Payment of School Pass-Throughs. by and between certain 
California schools district. the Districts and the Redevelopment Agency of the County of Santa Cruz have been 
pledged to the payment of the Least Payments. 
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Assignment of Lease r,ayml'nts. Certain of the Lessor's rights under the Lease, including the right to 
receive and enforce payment of the Lease Payments. Additional Payments. Prepayments and Reserve Replenishment 
Rent. to be made by the District thereunder. have been assigned to the Trustee. subject to certain exceptions, 
pursuant to the Assignment Agreement, to which assignment the District has consented. Tht: Lessor has directed the 
District. and the District has agreed. to pay to the Trustee at the Trustee's corporate trust orficc in St. Paul. 
tvtinnesota. or to the Trustee at such other place as the Trustee will direct in writing. all Lease Payments. or 
Prepayments thcrcorpayable by the District thereunder. The Lessor will not assign or pledge the Lease Payments or 
other amounts derived from the Property and from its other rights under the Lease except as provided under the 
ternls of the Lease. the Assignment Agreement and the Trust Agreement, or its duties and obligations except as 
provided under the Lease. 

Use and Possession. The total Lease Payments due in any Fiscal Year will be for the District's right to use 
and possession of the Property l'or such Fiscal Year. 

Abatement nf Lease Payments in En·nt of Loss of Usc. 

(a) Period. The obligation of the District to pay Lease Pnyments will be abated during any period in 
which by reason of damage. destmction or taking by eminent domain or condemnation with respect to any portion of 
the Property there is substantial interiCrencc with the District's right to use and possession of such portion of the 
Property. 

(b) Amount. The amount of such abatement will he determined by the District such that the resulting 
Lease Payments represent fllir consideration for the District's right to usc and possession of the portion of the 
Property not damaged. destroyed or taken. The District will calculate such abatement and will provide the Trustee 
with a ce1iificate settiJH!. forth such calculations and the basis therefor. Such abatement will commence with such 
damage, destruction o; taking and end with the substantial completion of the replacement or \~'ork or repair: 
provided. however. that during abatement, available moneys on deposit in the Reserve Fund and the Lease Payment 
Fund. and other special sot{rces of money. including without limitation proceeds of rental interruptio·n insurance, 
\Viii be applied to pay the Lease Payments. 

(c) Repair or Replacement. In the event of such abatement. the District will usc its best efforts to 
repair or replace the damaged or destroyed or taken portion of the Property. as the case may be. from Net Proceeds, 
subject to the requirements of the Lease. or special funds of the District or other moneys the application of which 
would, in the opinion or Special Counsel addressed to the Trustee. the ·District and the Lessor. not result in the 
obligations· of' the District thereunder constituting indebtedness of the District in contravention of the Constitution 
and laws of the State. 

Additional Payments. In addition to the Lease Pnyments. the District will also pay such amounts 
('"'Additional Payments") as will be required for the payment of all administrative costs of the Lessor felating to the 
Property or the Certiticates. including without limitation amounts all expenses. compensatio·n nnd indemnification of 
the Trustee payable hy the District under the Trust Agreement. amounts due by the District to the Insurer. all fees 
and expenses o\>..'ed to the Lessor under the Lease. taxes of any sort \Vhatsoever p<1yable by the Lessor as a result of 
its interest in the Property or undertaking of the transactions contemplated therein or in the Trust Agreement. fees of 
auditors. accountants. attorneys or engineers. anJ all other necessary administrative costs of the Lessor or charges 
required to be paid by it in order to maintain its existence or to comply with the terms of the Certificates or of the 
Trust Agreement including premiums <.~r insurance maintained pursuant to the Lease or to indemnitY the Lessor and 
its employees. ot1icers and directors. the Corporation and its agents. successors and assigns and the Trustee. 

Net-Net-Net Least. The Lease will be deemed and construed to be a ··net-net-net lease'' and the District 
has agreed that the Lease Payments will be an absolute net return to the Lessor. rree and clear of any expenses, 
charges or set-oils whatsoever, except as expressly provid~d therein. 
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INSURANCE 

Puhlic Liability and Propl·rt~· Damage. 

(a) Covcragc. The District will maintain or ~.:ause to be maintained, throughout the Term thereof: a 
standard comprehensive general public linbility and property damage insurance policy or policies in protection of 
tht: District. the Lessor and their onlccrs. agents and employt.:es. Said policy or policies will provide for 
indemnification of said parties against direct or contingent loss or liability for damages for bodily and personal 
injury, death or property damage occasioned by reason of the use or operation of any District property or portion 
thereof. 

(b) Limits. Said policy or .policies will provide coverage in the minimum liability limits of 
S 1.000.000 j()r personal injury or death or each person and SJJ){)(LOOO fin personal injury or deaths of two or more 
persons in each accident or event. and in a minimum amount of'$150.000 (subject to a deductible clause of not to 
exceed S50JJ00) for da,nage to property resulting from each accident or event. Such public liability and prorcrty 
damage insurance may. however. be in the form of a single limit policy covering all such risks in an amount equal to 
the liability limits set forth therein. 

(c) .Joint or Self-Insurance. Such liability insurance. including the deductible. may be maintained as 
part of or in conjunctiOn with any other insurance coverage carried by the District. and. subject to compliance with 
the Lease. may be maintained in the form of self-insurance by the District. 

(d) Payment of Net Pmcceds. The Net Proceeds of such liability insuram:e will be applied toward 
extinguishment of satisfaction of the liability with respect to which the insurance proceeds will have been paid. 

\Vorkcrs~ Compensation. The District will <.~lso m~intnin workers' compensation insurance issued by a 
responsible carrier authorized under the laws of the State to insure its employees against liability for compensation 
under the Workers' Compensation Insurance and Safety Act now in fOrce in the State. or any act hereafter enacted 
as an amendment or supplement thereto. 

Casualty and Theft lnsurdncc. 

(a) Casualty and Theft lnsumncc: Covcragt·. The District will procure and maintain. or cause to 
be procured and maintained. throughout the Term of the Lease. insurance against loss or damage to any portion of 
the Property caused by fire and lightning, with extended coverage and theft. vandalism and malicious mischief 
insurance, but excluding earthquake and flood insurance to the extent not commercially available at a reasonable 
cost to the District. Said extended covemge insurance will. as nearly as practicable. cover loss or damage by 
explosion. windstorrn. riot. aircraft. vehicle damage. smoke and such other haz;nds as arc normally covered by such 
insuranc~. 

(b) Amount. Such insurance \Viii be in an amount (except that such insurance may be subject to 
deductible clauses of not to exceedS 100.000 1iJr any one loss) not less than the greater or (i) replacl.!ment cost or the 
Property and (ii) the aggregate principal amount of the Certificates at the time Outstanding. 

(c) Joint or Self-Insurance. Such insurance may be maintained as part of or in conjunction with any 
other insurance carried or required to be carried by the District. and. subje.ct to compliance with the Lease. may be 
maintained in the form of self-insurance by the District. 

(d) Payment of Net Pmcccds. The Net Proceeds of such insurance will be paid to the Trustee and 
deposited in the Net Proceeds Fund and applied as provided in the Lease. 

Rental Interruption lnsunmcc. 

{a) Covcrdgc and Amount. The District will maintain or cause to be maintained rental income or 
use and occupancy insurance in an amount not less than the maximum remaining scheduled Lease Payments in any 
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future 24-month period, to insure against loss of rental income n·om the Property caus~d by perils covered by the 
insurance required to be maintained as provided in the Lease. Notwithstanding the foregoing. rental interruption 
insurance will not be provided in connection with earthquake or flood events unless commercially available at a 
reasonable cost in the judgment of the District. Such rental interruption insurance will name the Trustee and the 
Lessor as additionally secured parties. and may not be provided in the form of self-insurance. 

(b) .Joint Insurance. Such insurance m:1y be maintained as part of or in conjunction with any other 
rental income insurnnce carried by the District. 

(<.:) Payment of Net Proceeds. The Net Proceeds of such rental interruption insurance will be paid to 
the Trustee and deposited ( 1) in the Reserve Fund to make up any deficiencies therein, and (2) deposited in the 
Lease Payment Fund, to be credited towards the payment of the Lease Payments in the order in which such Lease 
Payments come due and payable. 

Title Insurance. The District will obtain and, throughout the Term of the Lease. maintain or cause to be 
maintained title insurance on the Property, in the form of anAL TA title policy in a form acceptable to the Insurer. in 
an amount equal to the aggregate principal amount of the Ccrtificate.s Outstanding. issued by a company of 
recognized standing, duly authorized to issue the same, payable to the Trustee for the benefit of the Owners, subject 
only to Permitted Encumbrances. Said policy or policies will insure (a) the fcc interest of the District in the 
Property. (b) the Lessor's ground leasehold estate in the Property under the Site Lease. and (c) the District's 
lcJschold estate thereunder in the Property, sul~ject only to Permitted Encumbrances. All Net Proceeds received 
under said policy or policies will be deposited with the Trustee and applied as provided in the Trust Agreement. So 
long as any of the Certificates remain Outstanding. each policy of the title insur:mce obtained pursuant thereto or 
required by the Least.! Agreement will provide that all proceeds thereunder \viii be payable to the Trustee tOr the 
benefit of the Certificate Owners. 

General InsuranCe Provisions. 

(a} Forni of Policies. All policies of insurance required to be procured and maintained pursuant to 
the Lease and any statements of self-insurance will be in a form certified by an insurance agent. broker or consultant 
to the District to comply with the provisions thereof. All such policies will provide that the District will give the 
Trustee and the Insurer thirty (30) days' notice of each expiration, any i ntcnded cancellation thereof or reduction of 
the coverage provided. thereby and, unless othenvise consented to by the Insurer, will be provided by carriers rated 
in the two highest rating categories without regard to modifiers by S&P or Moody's and at least "A" by AM. Best 
Company. Inc. Each policy of insurance required to be procured and maintained purswmt to the Lease regarding 
casualty and theft insurance. rental interruption insurance and title insurance will provide that the Trustee is an 
additional insured and all proceeds thereunder will be payable_to the Trustee for the benefit oft he Owners. 

(b) Pa~'ment uf Premiums. The District will pay or cause to be paid wlwn due the premiums for all 
insurance policies required by the Lease, and will promptly furnish or cause to be fi.1rnished to the Tmstee a 
certificate to such effect. as described in paragraph (d) below. 

(c) Protection of the Trustee. The Trustee will not be responsible for the sufficiency or adequacy of 
any insurance therein required and will be fully protected in accepting pnyment on account of such insurance or any 
adjustment compromise or sclllement of any loss agreed to b)t the District 

(d) Evidence of lnsumncc. The District will cause to be delivered to the Trustee and the Insurer 
Jnnually on or before August I a certificate stating that the insurance policies required hy the Lease are in full force 
and crrcct. 

(c) Self Insurance. The District may only elect to self insure pursuant to the Lease if and to the 
extent such self-insurance method or plan of protection will affOrd reasonable protection to the Lessor Jnd the 
Trustee. in light of all circumstances. giving consideration to cost. availability and similar plans or methods of 
protection adopted by other school districts in the State other than the District. Any self-insurance maintained by the 
District pursuant to the Lease will comply with the follmving terms: 
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(i) Th(.; self-insurance program will be approved in writing by an Independent 
Insurance Consultant: 

(ii) The sdf-insurancc program \viii int:lude an actuarially sound claims reserve 
rund out of which eat:h self-insured claim will be paid: the adequacy of such fund will be evaluated on an 
annual basis by an Independent lnsurant:c Consultant; and any defici~:ncies in any sdf-insured daims 
reserve fund will be remedied in at:cordance with the recommendation of such Independent lnsurant:c 
Consultant: 

(iii) The self-insured claims reserve fund will be held in a separate trust tlind by an 
independent trustee, which may be the Trustee: and 

(iv) In the event the self-insurance program will be discontinued. the actuarial 
soundness. of its claims reserve fund. as determined by an Independent lnsurant:e Consultant. will be 
maintained. 

Cooperation. The Lessor will cooperate fully with the District at the expense of the District in tiling any 
proof of loss with respet:t to any insurance policy inaintaincd pursuant tot he Lease and in the prosecution or defense 
of' any prospective or pending condemnation prot:ecding with respect to the Property or any portion thereof. 

DAMAGE. HESTRUCTION AND EMINENT DOMAIN: USE OF NET I'ROCEEDS 

Application of Net Proceeds. 

(a) Dl·posit in Net Procl•eds Fund. The District will remit promptly to the Trustee any Net Proceeds 
received by the District and the Trustee, pursuant to the Trust Agreement will deposit such Net Proceeds of 
insurance \vhich it receives in the Net Proceeds Fund as provided in the Lease t:asualty and thcti insurant:e and 
regarding title insurance promptly upon receipt thereof. The District and/or the Lessor \viii transfer to the Trustee 
any other Net Proceeds received by the District and/or Lessor in the event of any accident. destruction. theft ur 
taking by eminent domain or condemnation with respect to the Projct:L tOr deposit in the Net Proceeds Fund. 

(b) Disbursement for Replacl·mcnt or l~cpair of the Property. Upon receipt or the prior written 
consent of the Insurer. the ccrtifit:ation described in paragraph (i) below and the requisition described in paragraph 
(ii) below. the Trustee \\'ill disburse moneys in the Net Proceeds Fund to the person. firm or corporation named in 
the requisition as provided in the Trust. Agreement. 

(i) Certification. The District Repfescntativc must certify to the Lessor and the 
Trustee thnt: 

(ii) Sufficiency of Net Proceeds_ TI1e Net Proceeds Jvailable for such 11urpose. 
together with any other funds supplied by the District to the Trustee in a subaccount of the Net Proceeds 
Fund for such puqJose. ;lre expected to equal at least I 1()\% of the projected costs of replacement or repair 
(or such lesser percentage as may be approved by the Insurer) as demonstrated in an attached 
reconstruction budget. and 

(iii) Tin_tely Completion. In the event that damage, destruction or taking results or 
is expected to result in an abatement or Lease Payments. sut:h replacement or repaii- can be fully completed 
within a period not in excess of the period in which rental intcr111ption insurant:c prot:eeds. as described in 
the Lease together with other identilicd available moneys_ will be available to pay in full :.1ll Lease 
Payments coming due dl1ring such period as demonstrated in an attached reconstruction schedule. 

{iv) Requisition. The District Representative must state with respect to each 
JXlyrnent to be made (I) the requisition number. (2) the na111c and address of the person_ firm or corporation 
to whom payrnent is due. (3) the amount to be paid and (4) that each obligation mentioned therein has been 
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properly incurred. is a proper charge against the Net Proceeds Fund, has not been the basis of any previous 
withdrawal. and specirying in reasonable detail the nature of the obligation. Each such Rcqu isition signed 
by the District Representative will be sufficient evidence to the Trustee of the Hu.:ts stated therein and the 
Trustee will have no duty to confirm the accuracy of such n1cts. 

Any balance of the Net Proceeds remaining after such n:placcmcnt or repair has been completed and after 
rmymcnt or provision for payment of all Certificates <IS provided in the Trust Agreement will be paid to the District 
after payment of amounts due the Trustee pursuant to the Trust Agreement. 

(c) llishurscmcnt for Prepayment. If the District Representative notifies the Trustee in writing or 
the District's determination that thr.; certification provided in the Lease cannot be made or that replacement or repair 
Of any portion of the Property is not economically feasible orin the best interest of the District. then the Trustee will 
promptly transfer the Net' Proceeds to the Prepayment Fund as provided in the Trust Agreement ~111d apply them to 
prepayment of the Certillcates as provided in the Trust Agreement and prepayment of Lensc Payments as provided 
in the Lease: provided t~wt in the event of damage or destruction in whole of the Property nnd in the event such Net 
Proceeds. together with funds then on hahd in the Le:1sc Payment Fund and Reserve Fund are not sunicient to 
prep~1y all the Certillcates then Outstanding. then the District will not be permitted to certify that repair. replacement 
or improvement of all of the Property is not economically feasible or in the best interest of the District. In such 
event. the District \Viii proceed to repair, replace or improve the Property as descrihcd therein fl·om legally availahle 
funds in the then-current Fiscnl Year and \viii make the required notification to the Trustee pursuant to the Trust 
Agreement and the Trustee will disburse moneys in the Net Proceeds Fund to the person. linn. or corporation named 
in the Requisition as provided therein. 

COVENANTS WITH HESPECT TO TilE I'HOPEHTY 

Usc ufthc Propcrt~'· The District represents nnd warrants that it has an immediate need for. and expects to 
make immediate use o( all of the Property, which need is not temporary or expected to diminish in the forcseeabll: 
futurC. 

Interest in the Property and the Lease. 

(a) Lessor Holds Lcnschold Interest During Tcrnt. During the Term of the Lease: the Lessor does 
and will hold a leasehold interest in the Property pursuant to the Site Lease. The District will take any and all 
actions reasonably required. including but not limited to executing and filing any and all documents reasonably 
required, to maintain and evidence such title and interest at all times during the Term oft he Lease. 

(b) Titk· Transft·rrcd to District at End of Term. Upon expiration of the Term as provided in the 
Lease. all right. title and interest of the Lessor in and to all of the Property will be transferred to and vest in the 
District, without the necessity of any additional document oftrans!Cr. 

Option to Purchase. The District may exercise an option to purchase the Lessor's interest under the Site 
Lease and the Lease in the Property by depositing with the Trustee cash amVur Government Obligations as provided 
in the Tmst Agreement. In such event. all or a pm1ion of the obligations of the District under the Lease. and the 
security provided by the Lease for said obligations or said portion of the obligations. will cease and terminate as 
provided in the Lease. excepting in the case all of the Lessor's interest has been purchased. only the obligation oft he 
District to make. or cause to he made. such Lease Pnyments from such deposit. In the event Lease Payments and 
Additional P~tyments under the Lease have been paid in fulL on the date of said deposit. the Lessor's interest in the 
Property will revert and transfer to the District automatically and without further action by the District or the Lessor. 
and the Lessnr will execute and deliver such further instruments ~md take such further action as may reasonably be 
requested by the District for carrying out the reversion and transfer of the Lessor's interests in the Property. In the 
event Lease Payments under the Lease have been paid in part only. on the date of said deposit. the District will 
specify a discrete portion of the Lessor's interest in the Property for reversion and transfer to the District and the 
Lessor will execute and deliver such further instruments and take such further action as may reasonably be requested 
by the District lOr carrying out the reversion and transfer of such portion of the Lessor's interest in the Property: 
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provided. thJt such portion will revert and transfer to the 'District only if the reduction in the l~1ir rental value of the 
Property effected by such reversion and transfer at the time of such reversion and transfer is propo11ionately less 
than or equal to the: reduction in the maximum :mnuJI Lease Payments under the Lease effected by such purchase. 
Any such deposit will be deemed to be and will constitute a special fund for the payment of LcJse PJ)'Incnts 111 

accordance with the Lease. 

Quiet En.joymcnt. During the Term. the Lessor will provide the District with quiet usc and enjO)'Illent of 
the Property, and the District will during such Term peaceably and quietly have and hold and enjoy the Property, 
without suit. trouble or hindrance thu11 the Lessor. or any person or entity claiming under or through the Lessor 
except as expressly set fOrth in the Lease. The Lessor wilL at the request of the District. join in any leg:1l action in 
which the District asserts its right to such possession and t:njoyment to the extent the Lessor may Jawrully do so. 
Notwithstanding the foregoing, the Lessor will have the right to inspect the Property as provided in the Lease. 

Installation of District"s Personal Pmpcrty. The District may at any time and from time to time. in its 
sole discretion and at its own expense. install or permit to be instaiiCd other items of t?CJUipment or other personal 
property in or upon any portion of the Property. All such items will remain the sole personal property ol' the 
District. regardless of the manner in which the same may be affixed to such portion of the Property, in which neither 
the Lessor nor the Trustee \Vi\1 have any lnteres\. and may be rnodilled m removed by the Distrit:t at any time: 
provided that the District will. repair and reston: any and all damage to such portion or the Property resulting from 
the installation. modification or removal of any such items of cquipmcnl. Nothing in the Lease will prevent the 
District from purchasing it~ms to be installed pursuant to the Lease, provided that rio lien or security interest will 
attach to any part of the Property. 

Access to the Propcrt~'· The District has agreed that the Lessor, any Corporation Represenl<ltive .:md the 
Lessor's successors. assigns or designees will have the right at all reasonable times to t:nter upon the Property or any 
portion thereof to examine and inspect the Property. The District further has agreed that the Lessor_ any such 
Corporation Representative. <lnd the Lessor's successors. assigns or designees will have such rights of w.:t.:css to the 
~roperty as may be reasonably necessary to cause the proper maintenance of the Property in the event of n1ilure by 
the District to perform its obligntions thereunder. 

J\·laintenancc. UtilitiCs. Taxes and Assl·ssmcnts. 

(a) Maintcmtncc~ Repair and Replacement. Thruughout the Term of the Lease. as part of the 
consideration for the rental of the Property. all repair and maintenance of the Property will be the responsibility of 
the District. and the District will pay for or other.visc arrange for the payment of the cost of the repair and 
replacement of the Property resulting from ordinary wear and tet1r or want of care on the part of the District or any 
sublessee thereof. In exchange for the Lease Payments therein provided. the Lessor has ngreed to provide only the 
Property, as more specifically set f(Jrth in the Lease Agreement. The District waives the benefits of subparagraphs 1 

and 2 of Section 1932 of the Calil(wnia Civil Code. b~Jt such waiver will not limit nny of the rights of the District 
under the terms of the Lease. 

(b) Tax and Assessments~ Utility Charges. The District will also pay or cause tube paid all taxes 
and ~1ssessments. including but not limited to utility charges, of any type or nature charged to the Lessor or the 
District or levied. assess~d or charged against any portion of the Property or the respective interCsts or estates 
therein: provided that with respect to special assessments or other governmental charges that may lnwfully be paid in 
installments over a period ·of years. the District will be oblignted to pay only such installments as are required to be 
paid during the Term of the Lease as and ~vhcn the same become due. 

(c) Contests. The District may. upon notice to the Insurer. at its expense and in its name. in good 
t:1ith contest any such taxes. asscssrnents. utility and other charges and. in the event of any such contest. m<Jy permit 
the taxes. assessments or other charges so contested to remain unpaid during the period of such contest and any 
appeal therefrom: provided that prior to such nonpayment it will li1rnish the Insurer. the Lessor and the Trustee with 
the opinion of an Independent Counsel acceptable to the Insurer. the Lessor and the Trustee. to the effect that. by 
nonpayment of any such items. the interest of the Lessor in such portion of the Property will not be materially 
endangered and that the Property will not be subject to loss or forfeiture. Otherwise. the District \Viii promr~tly pay 
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such taxes. <Jssessmcnts or charges or make provisions for the payment thereof in form satisl~1ctory to the Lessor and 
the Insurer. The Lessor will cooperate fully in such conlt:st. upon the request and at the expense of the District. 

Modification of thl' Prnpl·rty. 

(a) Additions, Modifications and lmpmn·mcnts. The District will. at its own expense, have the 
right to make additions. modifications. ant.l improvements to any portion of the Property if sud1 improvements an~ 
necessary or bendicial for the use of such portion of the Property. All such additions. modifications and 
improvements will thereancr comprise pmt of the Property and be sul~ject to the provisions of the Lease. Such 
additions. modifications and improvements will not in any way damage any portion of the Property or cause it to be 
used for purposes other than those authorized under the provisions of State and federal law or in any way which 
would impair the State tax-exempt status or the exclusion from gross income for federal income tax purposes of the 
interest components of the Lease Payments: and the Property. upon completion of any additions. modifications and 
improvements made pursuant to the Lease. will be of a value which is not substantially less than the value of the 
Property immediate] y prior to the making or such additions. modi lications and improvements. 

(b) No Lil'ns. Except for Pcnnittcd Encumbrances. the District will not permit any mechanic's or 
other lien to be established or remain against the. Property for labor or materials furnished in connecti()ll with any 
additions. modifications or improvements made by the District pursuant to the Lease: provided that if any such lien 
is established and the District will first notify or cause to be notified the Lessor uf the District's intention to do so, 
tht: District may in good IJith contest any lien filed or established against the Property. and in such event may permit 
the items so contested to remain undischarged and unsatisfied during the period of such contest and any appeal 
therefrom and \viii provide the Lessor with full security against any loss or forfeiture which might arise from the 
nonpayment of any such item. in form satisfactory to the Trustee (as assignee of the Lessor). The Lessor will 
cooperate fully in any such contest. upon the request and at the expense of the District. 

(c) Rt•plact·mcnts. Redevelopment and Renovation. The District will. at its o\vn expense. have the 
right to make replncements (but only with the consent of the Insurer), redevelop or renovate of all or a portion of the 
Property if the following conditions precedent arc satisfied: 

(i) The District n:ceives an opinion ofSpccial Counsd. a copy of which the District 
will furnish to the Lessor and th~ Trustee. that (I) sw..:h replacement does "not adversely affect the federal 
income tax exclusion or the St~lle tax-exempt st::Jtus of the interest components of the Lease Payments, and 
(2) the Lease will remain the legaL valid, binding and enfOrceable obligation·ofthe District; 

(ii) In the event such replacement. redevelopment or renovation would result in the 
temporary abJtemcnt of Lease Payments as provided in the Lease. the District will have notilicd S&P and 
will deposit moneys with the· Trustee in advance for payment of' Lease Payments from special funds of the 
District or other moneys. the application of which would no~, in the opinion·ofSpecial Counsel (a cop~l.of 
\Vhich will have been delivered to the Insurer and the Trustee). result in such Lease Payments constituting 
indebtedness oft he District in contravention of the Constitution and laws oft he State: 

(iii) TI1e District will certify to the Insurer and the Trustee that it has sufficie.nt fUnds 
to complete such replacement. redevelopment or renovation: and 

(iv) In the case of replacement or redevelopment. the District. certifies to the Insurer 
and the Trustee that the annual f~1ir rental value of the replacements will be at least equal to the lesser of( I) 
the annual f~lir rental value of the Property immediately prior to such replacement or redevelopment. or (2) 
150(X) of the maximum annual.Lcase Payments under the Lease. 

Encumhrdnccs~ Altcrnativr Financing l\1cthods. 

(a) Ent·umhranccs. Except as provided in the Lease. the District will not. directly or indirectly. 
create. incur. assume or suffer to exist any mortgage. pledge. liens. charges. encumbrances or claims. as applicable. 
on or with resp~.:ct to the Property. other than Permitted Encumbrances and other than the n:spcctive rights of the 
Lessor and the District as therein provided. Except as expressly provided in the Lease. the District will promptly. at 
its own expense. take such action as may be necessary to duly discharge or remove any such mortgage. pledge. lien. 
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charge. encumbrancl.;' or claim, for which i.t is responslbk, if the same will arise n.t any time: provided that the 
District may contest such liens if it desires to do so. The District will reimburse the Lessor ror any expense incurred 
by it in order to discharge or remove any such mortgage, pledge. lien, chargt:. encumbrance or claim. Any sale, 
substitution, replacement. transfer. lease. assignment. mortgage. encumbrance (other than a Pt.:'rmittcd Encumbrance) 
with respect to the Property shall bt.:" subject to the prior written consent of the Insurer. 

(b) Altccnatin· Financing Methods. Notwithstanding the foregoing. the District may consent. create 
or suffer to create a11y mortgage, pledge. liens. clwrges. encumbrances or.claims upon the Property or any 
improvements thereto, provided that (I) any such mortgage. pledge, liens, charges. encumbrances or claims will nt 
any time while any of the Certificates remain Outstanding be and remain subordinate in all respects to the Site Lease 
and Lease and any security interest given to the Trustee f(H· the bene lit of the Owners and (2) the District \viii have 
lirst delivered to the Trustee an opinion or Special Counsel substantially to the effe(.:t that such mortgage. pledge. 
liens. charges. encumbrances or claims would not result in the inclusion or the interest portion of any Lease 
Payments in the gross income of the owners of the Ceniticatcs for purruses of federal income tax at ion or impair the 
State tax-exempt status of such payments. 

Lessor's llisdaimcr of Warr.tntics. HIE LESSOR HAS MADE NO WARRANTY OR 
REPRESENTATION. EITIIER EXPRESS OR IMPLIED. AS TO THE VALUE. DESIGN. CONDITION. 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OR FITNESS FOR THE USE 
CONTEMPLATED 13Y THE DISTRICT OF TilE PROPERTY. OR ANY PORTION THEREOF. THE 
DISTRICT ACKNOWLEDGES THAT THE LESSOR IS NOT A MANUFACTURER OF PORTIONS OF THE 
PROPERTY. AND THAT THE DISTRICT IS LEASING THE PROPERTI' AS IS. In no event will the Lessor be 
liahlc for incidental. indirect. speci a! or consequential damnges. in connection \Vith or arising out or the Le;1se. the 
Site Lease. the Assignment Agreement or the Trust Agreement for the existence. furnishing. functioning or 
District's usc and JX->Sscssion of the Property. 

Dis.trict's l~ight tn Enforce \Varrantil·s uf Vendors or Contr.tctors. The Lessor has irrevocably 
3.PP"-'inted the District its agent and attorney-in-fac~ during the Tenn of tbe Lease. so long as the District will not be 
in default thereunder. to assert from time to time whatever claims and rights. including without limitation. warranty 
claims. claims for indemnitication and claims ror breach of any representations. respecting the Property which the 
Lessor may have against any vendor or contractor. The District's sole remedy for the breach of any such warranty, 
indemnification or representation will be against the vendor or contractor with respect thereto, and not against the 
Lessor. nor will such matter have any effect whntsoever on the rights and obligations of the Lessor wi~h respect to 
the Lease. including the right to receive full and timely Lease Payments and all other payments due thereunder. The 
District will be entitled to retain any and all amounts recovered as a result of the assertion o!'any such clnims and 
rights. The Lessor will. upon the District's request and at the District's expense. do all things nnd take all such 
actions as the District mny request in connec!ion with the assertion of any such claims and rights. 

Suhstitution or Release of the Propt..•rty. The District will. with the consent of the Insurer. have the right 
to substimte alternate real property for any portion of the Property described in the Lease or to release a portion of 
the Property from the lien of the Lease by providing the Trustee with a supph:ment to the Lease substantial! yin the 
form thereto. All costs nnd expenses incurred in connection with such substitution or release will be borne by the 
District. Notwithstanding any substitution pursuant to the Lease, there will be no reduction in or abatement of the 
Lease Payments due from the District thereunder as a result of such substitution. No substitution or release will be 
permitted thereunder unless: 

(a) the Insurer will have consent in writing to such substitution or release; 

(b) the District finds thnt the substituted real pn)pcrty (i) has a E1ir rental value greater tlwn or equal to 
the IJir rental value of the Property to be released so .that the Lease Payments secured by the Property to be released 
being payable by the District pursuant to the Lease will not he reduced and (ii) has an equivalent or greater useful 
life us the Property to be released and that the useful life oft he substituted real property exceeds the remaining term 
oft he Lease Payments I hereunder: 

(c) the District obtains or causes to be obtained an ALTA title insurance policy \Vith endorsement so 
as to be payable to the Trustee for the benefit of the Owners. Sl1ch policy will comply with the Lease. will be in a 
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form satis!~1ctory to the Trustee and the Lessor. will be ·in the amount equal to the principal component of Lease 
Payments allributable to the substituted real property. and will insure the leasehold interest or the fee simple interest 
of the Lessor or the District, as applicable. to the substit~Jted real propc11y: 

(d) the District provides the Lessor and the Trustee with an opinion of Special Counsel that such 
substitution or release docs not cause, in and ofitselC the interest evidenced and represented by the CCrtificates to be 
included in gross income for federal income tax purposes: 

(c) the District will give, or cause to be given, any notice of the occurrence nf such substitution or 
release required to be given pursuant to the Continuing Disclosure Certificate: 

(f) upon the substitution of any real property ami improvements thereon for all or a rK)rtion of the 
Property then existing. the District. the Lessor and the Trustee \viii execute and the District will record with the 
office of the County Recorder. Santa Cruz County, California. any document necessary to reconvey to the District 
the portion of the Property being substituted and to include the sltbstituted real property and/or improvements 
thereon as all or a portion of the Property: 

(g) the District will certify to the Trustee that the substituted real property is or approximately the 
same degree of essentiality to t_he District as the portion oft he Property being replaced: and 

(h) if the District releases a portion of the Property. the District will certify that tht: remaining portion 
of the Property ha~ a sufficient fair rentnl value so that Lease Payments payable by the District pursuant to the Lease 
will not be reduced. 

Compliance n·ith Law, Regulations. Etc. 

(a) The District has. aller due ini.Juiry. no· knowledge and has not given or received· any \Vritten notiCe 
indicating that the Property or the past or present usc thereof or any practice. procedure or policy employed by it in 
the conduct or its business materially violates any applicable law, regulation~ code, order. fule, judgment or consent 
agreement. including. without limitation. those relating to zoning. building. use and occupancy. fire safety. health, 
sanitation. air pollution, ecological matters. environmental protection. hazardous or toxic materials, substances or 
wastes. conservation, parking, architectural barriers to the handicapped, or restrictive coveriants or other agreements 
atTecting title to the Property (collectively. ··Laws and Regulations''). Without limiting the generality of the 
foregoing. neither the District nor to the best of its knowledge, after due inquiry. any prior or present owner, tenant 
or subtenant of the Property has, other than :1s set forth in the Lease or as may have been remediated in accordance 
\Vith Laws and Regulations, (i) used. treated. stored. transported or disposed of any matcrinl amount of flmnmable 
explosives. polychlorinated biphenyl compounds. heavy metals. chlorinated solvents, cyanide, radon. petroleum 
products. asbestos or any Asbestos Containing Materials. methane. radioactive matefials. pollutants. hazardous 
materials. hazardous \Vastes. hazardous. toxic. or regulated substances or related materials. as defined in CERCLA. 
RCRA CWA. CAA. TSCA and Title IlL and the regulations promulgated pursuant thereto. Jnd in all other 
Environmental Regulations applicable to the District. .the Property or the business operations conducted by the 
District thereon (collectively, "Hazardous Materials") on. from or beneath the Property. (ii) pumped. spilled. leaked. 
disposed of. emptied. discharged or released (thereinafter collectively referred to as "Release") any material amount 
of Hazardous Materials on. from or beneath the Property. or (iii) stored any material amount of petroleum products 
at the Property in underground storage tanks. 

(b) Excluded from t!lc representations and \varranties in ·the Lease \Vith respect to Hazardous 
Materials are those Hazardous Materials in those amounts ordinarily found in the inventory of. or used in the 
maintenance of school and school related buildings. the use. treatment. storage, transportation and disposal of which 
has been and will be in compliance with nil Laws and Regulations. 

(c) No portion of the Property located in an area of high potential incidence of radon has an 
unventilated basement or subsurtl1ce portion which is occupied or used lOr any purpose other than the foundation or 
support oft he improvements to the Property. 
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Environmental Complh1ncc. 

(a) TI1e District will not use or permit the Property or any part thereof to be used to generate. 
manufacture. refine. treat. store. handle. transport or dispose oC transfer. produce or process Hazardous Mnterials, 
except. and only to the extent if necessary to maintain the improvements on the Property and then. only in 
compliance with all Environmental Regulations. and any state equivalent laws and regulations. nor will it permit. as 
a result of any intentional or unintentional act or omission on its part or by any tenant subtenant licensee. guest. 
invitee, contractor. employee and agent. the storage, transportation, disposal or use of Haz:mlous Matcri:ds or the 
Release or threat of Release of Hazardous MateriaLs on. from or beneath the Property or onto any other property 
excluding. however. those Hazardous Materials in those amounts ordinarily found in the inventory of a school 
district. the use. storage. treatment. transportation and disposal of which will be in compliance with all 
Environmental Regulations. Upon the occurrence of any Release or threat of Release of Hazardous Materials. the 
District will promptly commence and perform. or cause to be commenced and performed promptly. without cost to 
the Trustee. all investigatjons. studies, sampling and testing. and all remedial. removal and other actions necessary to 
clean up and remove all Hazardous Materials so rclcasccL on. from or beneath the Property or other property, in 
compliance with all Environmental Regulations. Notwit-hstanding anything to the contrary contained therein. 
underground storage tanks will only be permitted subject to compliance \Vith the LeaSe and only to the exient 
necessary to maintain the improv~ments on the Property. 

(b) The District will comply with. and will cause all tenants. subtenants. licensees. guests, invitees. 
contractors. employees and agents on the Propc1ty to comply with, all Environmental Regtdations. and will keep the 
Propl'rty free and clear of any liens imposed pursuant thereto; provided. however, th~1t notwithstanding that a portion 
of this covenant is limited to the District's use of its best efforts. the District will remain solely responsible for 
ensuring such compliance and such limilation will not diminish or affect in any way the _District's oblig:Jtions 
contained in the Lease as provided therein. Upon receipt of any notice from any person \vith regard to the Release 
of Hazardous Materials on. from or beneath the Property. the District will give prompt written noticf thereof to tl~e 
Trustee and the Insurer prior to the expiration of any period in which to respond to such notice under any 
Environmental Regulation. 

(c) Irrespective of whether any representation or warranty contained in the Trust Agreement is not 
true or correct. the District wilL to the extent permitted hy law. defend. indemnify and hold harmless. the Lessor. the 
Trustee, the Insurer, the Owners. their partners, depositors and C<lch of their respective employees. agents, oftkcrs, 
directors. trustees. successors and assihrns, from and against any claims. demands. pennlties. lines. attorneys' fees 
(including. without limitation. attorneys· fees incurred to enforce the indemnification contained in the LeJsC. 
consultants· fees. investigation and laboratory fees, liabilities, selllcments (five Business Days' prior notice of which 
the Trustee will have delivered to the Distril'l), court costs. damages, lo~'Scs, costs or expenses of whatever kind or 
nature, known or unknov·lll. contingent or otherwise. occurring in whole or in part. arising out of. or in any way 
related to, (i) the presence. disposal. release. threat of release. removal. discharge, storage or transportation of any 
Hazardous Materials on, from or beneath the Property, (ii) any personal injury (including wrongful dcGth) or 

property damage (real or personal) arising out of or related to such Hazardous Materials. (iii) any lawsuit brought or 
threatened. settlement reached (five Business D<~ys' prior notice of which the Corporntion. the Insurer. the Trustee, 
as appropriate. will have delivered to the District), or governmental order relating to Hazardous Materials on, from 
or beneath the Property, (iv) any violation of Environmental Regulations or the Lease by it or any of" its agents. 
tenants. employees, contractors. licensees. guests, subtenants or invitees. and (v) the imposition of any govt:rnmental 
lien for the recover)' of environmental cleanup .or removal costs. To the t:xtent that the District is strictly liable 
under any Environmental Regulation, its obligation to the 0\vners and th~.: other indemnitees under the foregoing 
indemnification will likewise be without regard to fault on its part with respect to the violation of any Environmental 
Reguhnion which results in liability to any indemnitee. The obligations and liabilities under the Lease will survive 
the payn1en1 anti satisfac\ion of all Certificates and. the rcsig,natinn or removal of the Trustee. 

(d) The District will conform to and carry out a reasonable program of maintenance and inspection of 
all underground storage tanks .. and will maintain. repair. and replace such tanks only in accordance with Laws and 
Regulations. including but not limill'd to Environmental Regulations. 

Condemnation of Property. The District has covenanted and agreed. to the extent it may lmvfully do so. 
that so long as any of the Certificates remain outstanding and unpaid. the District will not exercise the power of' 
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~:ondemnation with respe~:t to the Property. The Distri~:t has further covenanted and agreed, to the extent it mo.y 
lawfully do so, th~11 if tOr any reason the foregoing covenant is determined to be unenforce<~blc or if the District will 
E1il or refuse to abide by such covenant and condemns the Property. then the appraised vnlue of the Propcrtywillnut 
be less thnn the greater of: (i) if the Certilicntes arc. then subject to prepayment. the principal and interest 
components of th~.: Certificates outstanding through the date of their prepc1yment. or (ii) if the Certificates nre not 
then su~ject to prepayment. the amount necessary to detease the Certificates to the first avaibble prepayment date in 
accordance with the Trust Agreement. 

ASSIGNMENT. SUBLEASING AND AMENDMENT 

Assignment by the Lessor~ Suhstitut ion of the' Lessor. (a) Except as provided in the Lease. the Trust 
Agreement and the Assignment Agreement. the Lessor will not assign the Lease to any other person, linn or 
corporation so as to impair <lr violate the representations. covenants and warranties contained in the Lease. 

Assignml'nt and Subleasing hy the l>istrict. 

(a) Assignment. The Lease may be assigned by the District. with the written consent of the Insurer. 
so long as such assignment does not. in the opinion of Special CounseL adversely atTect· the State lax-exempt status 
or the exclusion from gross income f(lr t'ederal income tax purposes oft he interest component of the Lease Payments 
or affect the validity of the Lease. In the event that the Least: is assigned by the District. the obligation to make 
Lease Payments thereunder will remain the obligation of the District. 

(b) Sublease. 1l1e District may. with the consent of the Insurer. sublease all or any portion of the 
Property. with the consent of the Trustee (as assignee of the Lessor), subject to all oft he following conditions: 

(i) The Lease and the obligation of the District to make Lease Payments thereunder 
will remain obligations of the District; and 

(ii) The District will. within thirty (30) Jays after the delivery thereoC furnish or 
cause to be furnished to the Lessor. the Trustee, the Insurer and S&P a true and complete copy of such 
sublease: 

(iii) No sublease by the District will cause the Property to be used for a purpose 
other than a governmental or propri~:tary function authorized under the provisions of the laws of the State: 
and 

(iv) No sublease will cause the interest component or the Lease Payments due \vith 
respect to the Property to become includable in gross income for federal income tax purposes or subject to 
State personal income taxes. 

Amcmhncnts and Modifications. The Lease may be amended or <Jny of its terms modified with the 
written consent or the District. the Insurer and the Trustee (as assignee of the Lessor). in accordance with the Trust 
Agreement. 

EVENTS OF DEFAULT AND REMEDIES 

Events of Default Defined. The l'ollowing will be "events of default'" under the Lease and the terms 
"events of deHttdt"" and "def~ltllt" will mean, whenever they me used in the Lease. any one or more of the following 
events: 
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(a) Payment Dcf'ault. 

(i) Lease Payments. Failure by the District to pay any Lease Payment required to 
be paid thereunder by tlu: corresponding Lease Payment Date: and 

(ii) Rcs\:r\'t' Replenishment Rent. Failure by the District to tirncly pay any 
Reserve Rcpknishment Rt:nt. if and when required by the Lease. 

In determining whether a dci~Jtilt has oCcurred under paragraphs (i) and (ii) above. no effect will be given to 
pnyments made under the Insurance Policy. 

(b) Con·nant Default. Failure by the District to observe and perform any warranty, covenant. 
condition or ~1grcemcnt on its part to he observed or performed therein or otherwise with respect thereto or in the 
Trust Agreement or in the Site Lease. other than as referred to in clause (a) of the LeasC. fof a period of30 days after 
written notice specifying such bilure and requesting that it he remedied has been given to the District hy the Lessor. 
the Trustee. the Insurer or the Owners of not less than twenty percent (20%) in ;:1ggregatc principal amount of 
Certificates tbcn Outstanding; provided. however. if the fa\lure stated in.tbe notice Gmnot be corrected within the 
appticablc period. the Lessor. the lnsurer or stu.:h Owners. as the case may he. will not unreasonably withhold their 
consent to an extension of such time if corrective action is instituted by the District within the applicable period and 
diligently pursued until the default is corrected: except that such grace period will not exceed 60 days without the 
prior written consent of the Insurer. 

(c) Banl\.ruptcy or Insolvency. The tiling by the District of a case in bankruptcy. or the subjection of 
any right or interest of the District under the Lease to any execution. garnishment or attachment. or adjudication of 
the District as a bankrupt, or assignment by the District for the benefit of creditors. or the entry by the District into 
an agreement of composition with creditors. or the approval by a court of competent jurisdiction of a petition 
applicable to the District ·in any proceedings instituted under the provisions of the federal bankrurtcy code, as 
amended. or under any similar act which may hereafter be enacted. 

Remedies on Default. Whenever any event of default re!Crred to in the Lease will have happened and be 
continuing. it will be lawful for the Lessor to exercise any and all remedies available pursuant to law or gnmted 
pursuant to the Lease. including writes of mandamus. Notwithstanding anything therein or in the Trust Agreement 
to the contrnry. THERE WILL 13E NO RIGHT UNDER ANY CIRCUMSTANCES TO ACCELERATE THE 
LEASE PAYMENTS OR OTHERWISE DECLARE ANY LEASE PAYMENTS NOT THEN IN DEFAULT TO 
13E IM MEDIATELY DUE AND PAYABLE. After the occurrence of an event of default thereunder. the District 
will surrender possession of the Property to the Lessor. if requested to do so by the Lessor. the Insurer, the Trustee 
or the Owners. in accordance with the provisions of the Tn1s\ Agreement. So long as the Insurer is not in default of 
its payment obligations under the· Insurance Policy. the Insurer will control all remedies upon an Event of Def~wlt 
under the Trust Agreement or the Lease. The Owners" direction of remedies upon default are subject to the prior 
written consent of the Insurer. 

(a) No Tcrmimttion: Repossession and Re-Lense on Behalf of District. In the event the Lessor does 
nul elect to terminate the Lease in the manner thereinafter provided for in the Lease. the Lessor may, with the 
consent of the District. which consent the District has irrevl~cnbly given. repossess the Property and re-lease it l(lr 
the account of the District. in which event the District"s obligation will accrue from year to yenr in <.JCCordance with 
the Lease and the District will continue to receive the value of the usc of the Property from year to year in the form 
of credits ngainst its obligation to pay Le.asc Payments. The obliga~ions oft he District will remain the same ns prior 
to such default. to pay Lease Payments and Additional Payments \vhethcr the Lcssor r~:-cnters or not. The District 
has agreed to and will remain liable for the pnyment of all Lease Payments. Reserve Replenishment Rent and 
Additional Payments and the performance of all conditions contained therein and will reimburse the Lessor for any 
deficiency arising out of the re-leasing of the Property. or. in the event the Lessor is unable to re-lease the Property. 
then for the full amount of all Lease Payments. Resen'~: Replenishment Rent and Additional Payments to the end of" 
the Term of the Least:. but said Lease Payments. Reserve Replenishment Rent amJ Additional Payments and/or 
Jcticicncy will be payable only at the same time and in the same manner as provided above for the payment of 
Lease Payments. Reserve Replenisluncnt Rent and Additional Payments thereunder. notwithstanding such 
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repossession by the Lessor or any suit brought by the Lessor !'or the purpose of effCcting such repossession of the 
Property or the exercise of any other remedy by the Lessor. 

The District has irrevocably appointed the Lessor as the agent nnd attorney-in-fact of the District to 
repossess and re-lease the Property in the event of default by the District in the performance of any covenants 
contained therein to be performed by the District and to remove all personal property whatsoever situated upon the 
Property, to place such property in storage or other suitable place in Santa Cruz County, for the account of and at the 
expense oft he DistricL and the District has exempted ~mel agreed to save harmless the Lessor from any costs, loss or 
damage \Vhatsoever arising or occasioned by any such rcpossessio1i and re-leasing or the Property. The District lws 
waived any and all claims for damage caused or which may be caused by the Lessor in repossessing the Property as 
provided therein and all cltlims for danwges that may result from the destruction of or the injury to the Property and 
all claims for damages to or loss of any property belonging to the District that may be in or upon the Property. 

"Jl1c District has agreed tlwt the terms of the Lease constitute full and sutlicient notice of the right of the 
Lessor to re-lease the Property in the event of such repossession without effecting a surrender of the Lease, and 
further has agreed that no acts of the Lessor in effecting SlH .. d1 re-leasing will constitute a surrender or termination o( 
the Lease irrespective of the term for which such re-leasing is made or the terms and conditions of such re-lea~ing, 
or otherwise. but that, on the contrary, in the event of such default by the District the ri!.!ht to terminate the Lease 
will vest in the Lessor to be effected in the sole and exclusive manner pfovided for in subp;ragraph (b) below. 

The District \\'ill retain the portion of rental obtained hy the Trustee, as assignee of the Lessor, that is _in 
excess of the Lease Payments, Reserve Replenishment Rent and Additional Payments. the fees, expenses and costs 
of the Trustee of re-leasing the Property, and all amounts payable by the District under the Lease and the Trust 
Agreement. 

In the event that the liability of the District under the Lease is held to constitute indebtedness or liability _in 
any year exceeding in any year the income and revenue provided for such year, the Lessor, or the Trustee or the 
Owners. as assignees oft he Lessor. \viii not exercise the remedies provided in the Lease. 

(b) Termination: llcposscssion and Re-Lease. In the event of the termination oftlle Lease by the 
Lessor at its option and in the manner thereinafter provided on account of default by the District (and 
notwithstanding any repossession of the Property by the Lessor in any manner wlwtsoever or the re-leasing of the 
Property), the District nevertheless has agreed to pay to the Lessor all costs. losses or damages howsoever arising or 
occurring payable at the same time and in the same manner as is provided therein in the case of payment of Lease 
Pnyments, Reserve Replenishment Rent and Additional Payments. Any proceeds of the re-lease or other disposition 
of the Property by the Lessor will be deposited into the Lease Payment Fund and be applied in accordance with the 
provisions of the Trust Agreement. Any surplus received hy the Trustee, as assignee of the Lessor, from such re
leasing over t.otal Lease Payments. Reserve Replenishment Rent and Additional Payments that would have been due 
thereunder and the ICes, expenses and costs of the Trustee as assignee of the Lessor on r~.:-leasing thC Prope1iy will 
be remitted to the District. Neither notice to pay n:nt or to deliver up· possession of the Property given pursuant to 
law nor any proceeding taken by the Lessor to recover possession of the Property will of itself operate to terminate 
the Lease. and no termination of the Lease on account of default by the ·District will be or become effective by 
operation of law, or otherwise. unless and until the Lessor will have given written notice to the District of the 
election on the part of the Lessor to terminate the Lease. The District has covenanted and has agreed that no 
surrender of the Property for the remainder of the Tenn thereof or any termination of the Lease will be valid in any 
manner. or for any purpose whatsueve1~ unless st<Jted or accepted by the Lessor by such written notice. No such 
termination will be effected either by operation of law or act of the parties thereto, except only in the manner therein 
expressly pn)vidcd. 

Termination not a Remedy fnr Lessor's Default. The Lease may not be terminated by the District as a 
remedy for a default by the Corporation in the performnnce of its obligations under the Lease. 

No Remedy Exclusin·. No remedy conferred therein upon or reserved to the Lessor is intended to he 
exclusive and every such remedy will be cumulative and will be in addition to every other remedy given under the 
Lease or now or hereafter existing at law or in equity. No delay or omission to exercise any right or power accruing 
upon any default will impair any such right or power or will be construed to be a waiver thereof: but any such right 
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and power mny be exercised from time to time and as often as may he deemed expedient. In order to entitle the 
Lessor to exercise any renwdy reserved to it in the Lense it \viii not be necessary to give any notice. other than such 
notice as may be required in the Lease or by law. 

Agrct·mcnt to Pay Attorneys, Fct·s and Expenses. In the event either party to the Lease should detJult 
under any of the provisions thereof and thl.' nondet:n1lting party should employ attorneys or incur other expenses for 
the collection of moneys or the enforcement of performance or observance of any obligntion or.<lgrecment on the 
part of the dc!:Iulting party contained therein. the def~nllting party has agreed that it will pay on demand to the 
nondcfaulting party the reasonable fees of' such attorneys and such other expenses so incurred by the nondeLnllting 
party. 

No Additional \\"aivcr Implied by One \Vaiver. In the event any agreement contained in the Lease 
should be breached by ei1!1er party o.nd there~!lter waived by the other party. such waiver will be limited to the 
particular breach so waived and will not be deemed to waive any other breach thereunder. 

Application of the Proceeds from the Rt•-Leasc of tht• Property. All amounts received by the Lessor 
under the Lease wilL subject· to the Trust Agreement. be deposited by the Trustee in the Lease Payment Fund and 
credited towards the Lease Payments in order or Lease Payment Dates. 

Trustee and Owners to Excrcist' Rights. Such rights and remedies as nrc given to the Lessor under the 
Lease have been assigned by the Lessor to the Trustee under the Assignment Agreement. to which assignment the 
District has consented. Such rights and n:medies will be exercised by the Trustee. the Insurer and the Owners as 
provided in the Trust Agrct:mcnt. To the extent that the Lease confers upon or grants the Trustee any right. remedy 
or claim under or by rca~on of the Lease. the Trustee has been explicitly recognized as being a third-party 
benefici<-try thereunder and may enforce any such right remedy or claim conferred. given or granted then:under. 

MISCELLANEOUS 

Applicable Law. This Agreement \Viii be governed by and construed in accordance with the laws of the 
State. 

THE TRUST AGREEMENT 

Additional Certificates. Subsequent to thL' execution and delivery by the Trustee of the CertifiGlles. the 
Trustee wilL upon written request or requests of the District Represento.tive and of the Corporation Representative, 
execute and deliver from time to time one or more series of Additional Certificntes in such aggregate principal 
amount as may be set forth in such written request or requests. provided that there will have been compliance with 
all of the fOllowing conditions. which have been made conditions precedent to the prepnration. execution and 
delivery of such Additional Certificates: 

(a) Tiie parti(:S to the Trust Agreement will have exccuted a supplemental agreement setting forth the 
terms and provisions of such Additional Certific<ttes, including the establishment of such funds and accounts, 
separate and apart Jl·om the fi.mds and accounts established thereunder for the Certificates executed and delivered on 
the Closing Do.te, as will be necessary or ~1ppropriate, whicl~ supplemental agreement will require that prior to the 
delivery of such Additional Certificates the Reserve Requirement with respect to such Additional Certificates will be 
on deposit in the Reserve Fund established thereunder (_including amounts available under all Reserve Facilities) or 
in a reserve fund established under such· supplemental agreement: 

(b) The princiral and interest payable with respect to such Additional Certificates and any premium 
paynblc upon prepayment of such Addition:ll Certificates will be payable only on Certificate Payment Dntcs 

· applicable to the Certificntcs: 
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(c) The L~:ase will have been amended by til~: parties thereto if necessary to (i) incrcast: or aLtjust the 
Lease Payments due and payable on each Lease Payment Date to an amount sufficient to pay the principal, premium 
(if any) and interest payable with respect to all Outstanding Certificates. including all Additional Certificates as and 
when the same mature or become due ;mel payable (except to the extent such principal, premium and interest may be 
payablt.: out of moneys then in the Reserve Fund or otherwise on deposit with the Trustee in accordance with the 
Trust Agreement). (ii) if appropriate. alllcnd the ddlnition ~lf "Property" to include as part of the Property all or any 
portion of additions. betterments. extensions. improvements or replacements. or such other renl or personal property 
(whether or not lucat~:d upon the Property as such Property is constituted as oft he date of the Trust Agreement). to 
be financed. acquired or constructed by the preparation. execution and delivery of such Additional Certi1kates. and 
(iii) make such other revisions to the Lease as arc necessitated by the execution and delivery of such Additional 
Certificates (provided, however. that such other revisions will not prejudice the rights of the Owners of Outstanding 
Certificates as granted them under the terms oft he Trust Agreement): 

(d) There will have been delivered to the Trustee and the Insurer a cllunt"Crpart of the amendments 
required hy the Trust Agreement; 

(e) The Trustee will have received a certificate oft he Corp.oration Representative that there exists on 
the part of the Corporation no Event of Del~1ult (or any event which. once all notice or grace periods have passed. 
would constitute an Event of DeE1ult): 

(0 The Trustee will have received a certificate of the District Representative that (i) there exists on 
the part of the District no Event of DeEmlt (or any event which. once all notice or grace periods have passed. would 
constitute an Event of Default) and (ii) the Lease Payments as increased or adjusted do not exceed in any year the 
E1ir rental value oft he Property(as such term is dctlned in the amended Lease): 

(g) The Trustee will hnvc received an opinion or Special Counsel suhstnntially to the effect that {i) 
said supplemental agreemCnt and said amendments to the Lease comply in all respects with the requirements ofthC 
paragraphs under this caption. (ii) said supplemental agreement and said amendments to the Lease have been duly 
authorized. executed and delivered by each of the respective parties thereto (provided that said opinion. of Special 
Counsel. in rendering the opinions set forth in this clause (ii). \viii be entitled to rely upon one or more other 
opinions of counsel. including counsel to any of the respective parties to said supplemental agreement or said 
amendments to the LcJse), {iii) assuming that no Event of Default has occurred and is continuing. the Trust 
Agreeme1it. as amended by said supplemental agreement. and the Lease. as am:ncted by the respective amendments 
thereto. constitute the legal. valid and binding obligations of the respective parties thereto. enforceable against snid 
parties in accordance with their respective tenns (except to the extent that enforcement thereof may be limited by 
bankruptcy. insolvency, moratorium. debt adjustment or other laws affecting creditors' rights generally, and except 
to the extent that enforcement thereof may be limited by ·general principles of equity. regardless of whether 
enforcement is sought inn legal oi· equitable pro·ceeding) and (iv) the execution of such supplemental agreement and 
said amendments to the Lease. ~l!ld pcrttmnnnce by the parties th.ereundcr, \viii not result in the inclusion of the 
interest portion of any Lense Payments payable with respect to any Certificates. including Additional C~:11iflcates. 
theretofore prepared. executed and delivered. in the gross income of the Owners of the Certificates ltH purposes of 
federal income taxation: 

(h) The District will have provided S&P written notice oft he proposed execution and delivery of such 
Additional Certiticates at the addresses indicated in the Trust· Agreement. 

(i) There will have been delivered to the Trustee an endorsement to or rcissuancc of the title 
insurance policy delivered under the Lease providing that the insured a.mount is at least equal to the aggregate 
principal amount of all of the Certificates and Additionnl Certificates outstanding upon the execution and delivery of 
such Additional Certificates: 

(j) Upon the execution tmd delivery of such Additionnl Ccrtitlcntes. the amount on deposit in the 
Reserve Fund. together with amounts available under ~my Reserve Facility, will be equal to the Reserve 
Requirement. taking into account the execution of the Additional Certillcntes: and 

A-2X 



(k) Such other conditions will have been satisfied, and such other instruments \Viii lwve b~en duly 
executed and delivered to the Trustee (with a copy tu S&P). as the District or the Corporation will have reasonably 
requested. 

Upon delivery to the Trustee of the foregoing instruments, the Trustee will cause to be executed and 
delivered Additional Certificates representing the aggregate principal amount specified in such supplemental 
agreement, and such Additional CcJiilicatt:s wilt be equally and ratably secured with all Certificates. including any 
Additional Certificates. theretofore prepared. executed and delivered, all without preference, priority or distinction 
(other than with respect to maturity. payment. prepayment or sinking fund payment (if any)) of any one Certificate. 
including Additional Certificates, over ~my other; provided, h(nVever, that no provision nf the Trust Agreement will 
require the District \o consent to or otherwise permit the preparation, execution and delivery or Additional 
Certificates. it heing understood and agreed tlwt any such consent or oth~:r action of' the District to permit the 
preparation, execution and delivery or Additional Certificates. or Jack thereof. will be in the sole discretion of the 
District. 

I'RO.JECT FUND 

Establishment of Project fund. The Trustee will esta~lish a special rund designated as the "Live Oak 
School District 2009 Certificates of Participation Project Fund." referred to therein as the "Project Fund": will keep 
the Project Fund separate and apart from all other funds and moneys held by it: and will administer such fund as 
therein provided. The Project Fund will be held and npplicd by the Trustee in m:cordance with the Trust Agreement. 

Purpose. Moneys in the Project Fund will be expended for Projc.:ct Costs and Delivery Costs. 

I>cposit of Monc~·s: Payment of Pro.icct Costs and Delivery Costs. 

(a) Deposits. There will be credited to the Project Fund the following amounts: (I) the proceeds of 
sale of the Certificates required to be deposited therein pursuant to the Trust Agreement; (2) all investment earnings 
on moneys held in the various accounts of the Project Fund, which will remain in the account of the Project Ft1mi 
which generated such earnings until expended or applied to the prepayment of Certificates, as described in tht: Trust 
Agreement; and (3) any other deposits made to the Project Fund hy the District. 

(h) llisburscmcnts. The Trustee will disburse moneys in the Project Fund from time to time to pay 
Project Costs directly or to reimburse the District lOr payment of Project Costs, upon receipt (either by mail or by 
facsimile transmission) by the Trust~e uf a Project Cost Requisition signed by the District Representative. The 
Trustee will disburse moneys from tile Project Fund to JXlY Delivery Costs or to reimburse the District f'or payment 
of such Delivery Costs upon receipt by the Trustee of a Dcli\iery Cost Requisition signed by the Dist1:ict 
Representative. TIK· Trustee will be absolutely protected in making any such disbursements in reliance upon a 
Project Cost Requisition or Delivery Cost Requisition. as applicable, signed by the District Representative. Each 
such Project Cost or Delivery Cost Requisition signed by the District Representative will be sul1lcient cvitlence to 
the Trustee oft he !~lets stated therein and the Trustee will have no duty to confirm the accuracy or such facts. 

Transfn-s of Unexpt·ndcd Proceeds. Up(in the liling with the Trustee of the Certificate of Completion 
pursuant to the Lease. the Trustee will withdraw all remaining moneys in the Project Fund (other than any moneys 
retained therein to pay Project Costs not then due and payable and certified by the District Representative) and will 
transfer such moneys to the Lease Payment Fund to be applied to the payment of principal of and interest with 
respect to the Ccrtilicates as prescribed in the Trust Agreement. or at the written election orthe District. will transfer 
such moneys to the Prepayment Fund to be applied to the prepayment of Certificates as described in the Tmst 
Agreement or to the District for the purpose of lawf'ul expenditures of' the District. 
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LEASE PAYMENTS; LEASE PAYMENT FUND 

Sl·curity Provisions. 

(a) Assignm~nt of Rights in Lease and Sit(' Lease. The Corporation has. pursuant to the 
Assignment Agreement assigned and set over to the Trustee certain of its rights in the Lease and Site Lease. 
including but not limited to all of the Corporation's rights to receive and collect all of the Lease Payments. tlu: 
Pr~,;p~l)'IHents. Reserve Replenishment Rent and all other amounts required to be deposited in the Lease Payment 
Fund pursuant to the Lease or the Sill: Lease. All Lease Payments. Prcpnymcnts, Reserve Replenishment Rent and 
such other amounts to which the Corpurntionmay at any time be entitled (other than amounts due to the Corporation 
under the Lease) will be p<:~id dircc\ly to the Trustee, and all or th~ Letlse Payments, Prepayments and Rl.:"serve 
Replenishment Rent collected or received by the Corporation will be deemed to be held and to have been collected 
or received by the Corporation as the agent of the Trustee and if received by the Corporation at any time will be 
deposited hy the Corporation with the Trustee within five Business Days after the receipt thereof. and all such Lease 
Payments will be fortlnyith deposited by the Trustee upon the receipt thereof in the Lease Pa)'llle!ll Fund. all suth 
Prepayments \Viii be fOrthwith deposited by the Trustee upon the receipt thereof in the Prepayment Fund, and all 
such Reserve Replenishment· Rent will be forthwith deposited hy the Trustee upon the receipt thereof in the Reserve 
fund. 

(b) Sccu'rity lntL·rcst in Moneys and Funds. The Corporation and the District_ as their interests may 
appear. have granted to the Trustee li.Jr the benefit of the Owners and the Insurer a lien on and a security interest in 
all moneys in the funds held by the Trustee under the Trust Agreement (~:xcepting only the RcbJte Fund and any 
moneys to he deposited into the Rebate Fund), including without limit~tion, the Lease Payment Fund. the Reserve 
Fund (including payments of Reserve Replenishment Rent pursuant to the·Trust Agreement). the Prepayment Fund, 
the Project Fund and the Net Proceeds Fund. and all SlH.:h moneys will be held by the Trustee in trust and applied to 
the respective purposes specifu~d therein and in the Lease. 

(c) Pledge of L~asc Payments and Proceeds. The Lease Payments and any prOceeds from the re-
letting or any other disposition of the Property pursuant to the Lease (the "Lease Proceeds") have been irrevocably 
pledged to and will be used for the punctual payment or the interest and principal represented by the Certificates and 
the Lease Payments and Lease Proceeds will not be used for any other purpose while any of the Certificates remain 
Outstanding. This pledge will constitute a first lien on the Lease PayJilcnts and Lease Proceeds in accon.lancc with 
the terms thereof: subject to the Trust Agreement. 

Estalllishmcnt of Lc~1sc (>a:vment Fund. The Trustee will establish a special fund designated as the "Live 
Oak School District 2009 Certificates of Participation Lease Payment fund." All moneys from \Vhatcver source and 
at any time deposited by the Trustee in the Lease Payment Fund will be held by the Truste<: in trust for the benefit of 
the Owners of the Certificates. So long as any Certificates arc Outstanding, neither the District nor the Corporation 
will have any beneficial right or interest in the Lease Payment Fund or the moneys deposited therein, except only as 
provided in the Trust Agreement, and such moneys will be used and applied by the Trustee as thereinafter set forth. 

Deposits. There will be deposited in the Lease Payment Fund all Lease Payments and in the Prepayment 
Fund all Prepayments received by the Trustee. including any moneys received by the Trustee for deposit therein 
pursuant to the Trust Agreement and the Lease. and any other moneys required to be deposited therein pursuant to 
the Lease, including without limitntion the Lease (regarding proceeds of rental interruption insurance) or pursuant to 
the Trust Agreement. which moneys will be applied as a credit towards any.Leasc Payment then due. 

Application of Moneys. Except as provided in th·e Trust Agreement. all amounts in the Lease Payment 
Fund will be used and withdnl\VIl by the Trustee solely for the purpose of paying the principal and interest with 
respect to the Certificates as the snme will become due and payable, in accordance with the provisions of t.hc Trust 
Agreement. subject to the requirement that certain investment earnings may be transrcrrcd to the Rebate Fund. as 
provided in the Tmst Agreement. 

On each Certilicate Payment Date, the Trustee first will set aside an amount sufficient to pay the inten.:st 
evidenced by the Certificates becoming due and payable on such date. and mail such amount (or wire transiCr as 

A-30 



provided in the Tmst Agreement) to.the Owners; and second will set aside ;:m amount sufficient to pay the principal 
evidenced by the Certificates becoming due and payable on such Cer.tilicnte Payment Date. 

Surplus. Any funds remaining in the Lease Payment Fund after payment of all Certilicates Outstanding. 
including payn\ent of any applicable fees. expenses or other amounts owed to the Trustee pursuant tu the Trust 
Agreement. any amounts owed to th~ Insurer. and any other Additional Payments due under the Lease. or provision 
made therefor satisfactory to the Trt-Jstcc. and provision for nny amounts required to be transferred to the Rebate 
Fund pursuant to the Trust Agreement will be withdrawn by the Trustee and remitted to the District. 

RESERVE FlJND 

Estahlishment of Rl'Sl'r\'l' Fund. The Trustel' will t:stablish a special fund designated as the ··Live Oak 
School District 200':.1 Certificates of Pnrticipatiun Reserve fund." referred to therein as the "Reserve Fund." All 
moneys at any time on deposit in the Reserve Fund (including any ~urety bond herc~il-ter provided to satisfy the 
Reserve Requirement in whole or in part) will be held by thl: Trustee in trust hH· the benc!it of the Owm:rs of the 
Certificates. as a reserve for the pa)'lllCnt when dm: of all the Lease Payments to be paid pursuant to the Lease and of 
all payml:'nls on the Certi licatcs and ;:~pplied solely as provided therein. 

Funding. 

(a) Reserve Rct)Uirernent. On the Closing Date. there will be deposited in the Reserve Fund 
proceeds of the Certificates equal to the Reserve Requirement. The Reserve Requirement may thereafter be satisfied 
by the District crediting to the Resen'e Fund moneys or. with notice to S&P. a Reserve Facility or Facilities. or any 
combination thereof. whid1 in the aggregate make funds available in the Reserve Fund in an amount equal to the 
Reserve Requirement; provided. however. the long-term unsecured debt or claim-paying ability or financial 
strength. as the case may be. of tht: provider of any such Reserve Facility. must be rated in the highest rating 
category by S&P and Moody's. 

The term of any Reserve Facility will either be equal to the term or the Lease or a rollover of the Reserve 
Facility or other equivalent replacement will be required such that the aggregate term of all Reserve Facilities will 
equal the term of the Lease. 

(b) Rcsen·c Facility. Any amounts paid pursuant to any a Reserve Facility will be deposited in the 
Reserve Fund. The District may substitute moneys for all or ·part of thl' amount available to be drawn under a 
Reserve Facility so long as. at the time of such substitution. the amount on deposit in the Reserve Fund. together 
with the amount available under ail Reserve Facilities (taking into account any reduction in the amount available 
under such Reserve Facility to be made in Connection with said substitution) will be at least equal to the Reserve 
Requirement. The District will not substitute any Reserve Facility in lieu of all or any portion of moneys on deposit 
in the Reserve Fund without the prior written consent of the Insurer (so long as the Insurer is not in default in its 
pa)'lJlent obligations under the Insurance Policy). 

Amounts on deposit in the Reserve f-und which were not derived from payments under a Reserve Facility 
credited to the Reserve Fund to sntisfy a portion of the Reserve Requirement will be used nnd withdrawn by the 
Trustee prior to using ami withdrawing any amounts derived !'rom payments under a Reserve Facility. In order to 
accomplish such usc nnd withdrawal of. such amounts not derived from payments under a Reserve Fnci\ity. the 
Trustee will. as and to the extent necessary. liquidate any investments purchased with such amounts. 

(c) Delinquent tease Payments. If the sum of the amount on deposit in the Reserve Fund. plus the 
amount available under any Reserve Facilities. will be reduced below the Reserve Requirement. the first payments 
of Lease Payments thereafter payable by the District and not needed to pay interest and principal components of 
Lease Payments payable tn the Certificate Owners on the next Ccrtilicate Payment Date will be used to lirst. 
reimburse the provider of any Resl:'rve Facility for any repayment obligation owing thl:'rcto for any draw on such 
other Reserve Facility to the Rcscrvl.! Fund nnd sl:'cond. to increase the balance in tlu: Reserve Fund to an· amount 
which. when added to thl' amouJl\ nvailablc under any such Reservl: Facilities. is equal to the Reserve Rl:quiremcnt. 
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(d) Certain Net l)roceeds. Nt:t Proet:eds of rental interruption insurance \viii be deposited as 
providt:d in the Lease 1111d the Trust Agreement 

(e) Rest.·n·c Replenishment Rent. i\ny Reserve Replenishment Rent payable pursuant to the Lease 
will be deposited in thL· Reserve Fund. 

Tr.tnsfcrs of f.xccss. The Trustee wilL on or before January 15 and July 15 of each year. provide written 
notice to the District of any moneys \vhich an: estimated to be on hand in the Reserve Fund (including investment 
earnings) in excess of the Reserve Requirement on the next succeeding February I or August I, as the case may be. 
and three (3) Business Days immediately preceding any Lease Payment Date. the Trustee will transf'er such excess 
moneys to Lease Payment Fund to be applied to tj1e Lease Payment then due from the District. In the c\'ent of the 
partial Prepayment of Lease Payments the District may instruct the Trustee to reduce the amounts on deposit in the 
Reserve Fund to the Reserve Requirement as of such date and may dirl.!ct the Trustee to transfer excess amounts 
from the Reserve Fund fOr any lawful purpose. 

The transfers described above arc in each case subject to the r_cquirement that if the Ce11ificatc proceeds 
will have become su~ject to thc arbitrage rebate provisions or Section 14~(1) of the Code as described·in the Trust 
Agreement then certain investment earnings arc io be transferred to the Rebate Fund at the direction of the District 
~IS provided in tht: Trust Agreement. 

Application of Rl•sen·c Fund in E\'tnt of [}cficiency in lease Pa~·mcnt Fund. Whether or not Lease 
Payments are then in abatement. if three (3) Insurance Business Days immedintely preceding any Certificate 
Payment Date. the moneys available in the Lease Payment Fund do not equal the amount of the principal and 
interest with respect to the Certificates then coming due and payable. the Trustee first wi.ll apply the moneys 
available in the Reserve Fund to make delinquent Lease Pnyments on· behalf of the District by transferring the 
amount necessary for such purpose to the Lease Payment Fund. The Trustee will take whatever action is necessary 
to liquidate or draw upon investments of funds held in the Rcse1;ve Fund or draw upon the surety bond. insuran<.:c 
policy or letter of credit securing the Reserve Fund to make such funds available fOr application as provided 
thereunder on the Certificate Payment Date. 

Trustl'C tu Make All Lease P11yincnts. If on any Certifkate Payment Date the moneys on deposit in the 
Reserve Fund and the Lease Payment Fund (excluding amounts required for payment of principal or interest with 
respect to Ccrti!icates not presented for payment) are sufficient to pay all Outstanding Certificat_es, including all 
principal. interest and prepayment premiums (if any). the Trustee will. upon tht: written directiol1 of the Distrid 
Representative. transfer all amounts in the Reserve Fund to the Lease Paymenl Fund to be applied to the payment of 
the Lease Payments or Prepayments on behalf of the District and such moneys will be distributed to the Owners of 
Certificates in accordance with the Trust Agreement. Any amounts remaining in the Reserve Fund upon payment in 
full of all Outstanding Certificates and the Trustee's fees and expenses pursuant to the Trust Agreement. amounts 
c)\ved to the Insurer, and any other Additional Payments due under the Lease. or upon provision for such payments 
as provided in the Trust Agreement and provisions for any nmou!lts required to he transferred to the Rebate Fund 
pursuant to the Trust Agreement. will at the \\;ritten direction of the District. be withdrawn by the Trustee ~llld paid 
to the District. 

NET PROCEEDS FUND 

Establishment of Net Proceeds Fund: Deposits. The Trustee will (;!Stablish when required" special fund 
designated as the ··Live Oak School· District 2009 Certificates of Participation Net ProCeeds Fund." referred to 
therein as the "'Net Proceeds Fund." to be maintained and held in trust for the bcnc1it or the Owners. subject to 
disbursemcnl therefrom as provided therein. The Trustee will deposil Net Proceeds in the Net Proceeds Fund as 
provided in the Lease. 
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Disburst.·mcnts. 

ta) Casualty lnsurancf.'. The Trustee will disburse Net Proceeds fm replaccn1ent or repair or the 
Property as provided in the Lease. or transfer such proceeds to the Prepayment Fund uponnotilkation of the District 
Representative as provided in the Lease. Pending such applic;Hion, such Net ProcL"eds may be invested by the 
Trustee as directed by the District in Permitted Investments that mature not later than such times moneys arL' 
expected to be needed hl pay such costs of repair or replacement. After all of the Certificates have bl.!cn paid and the 
entire amount of principal and interest with respect to the Certilicatcs has been paid in fldL or provision madt: for 
payment satisn1ctory to the Trustee, including provision for all amounts n.:quired to be transkrred to the Rebate 
Fund pursuant to the Trust Agreement. the Trustt:c will pay any remaining moneys in the Net Proceeds Fund to thr.: 
District arter payment of any amounts due to the Trustee pursuant to the Trust Agreement an.d any other Additional 
Payments due under the Lease. 

(b) Title lnsur.tncr. Proceeds or nny policy of title insurance received by the Trustee with respect to 
the Property will be applied and disbursed by the Trustee upon the \Vritten Reqt1t:st oft he District as follows: 

(i) II' the District determines that the title defect giving rise to such proceeds has not 
subStantially interfered with its use and occupancy of the Property and will not result in an abatement or 
Lease Payments and Additional Payments payable by the District under the Lt:ase (such determination to be 
certified by the District in writing). such proceeds will. with the prior written consent of the Insurer (so 
long as the .Insurer is not in dcf~lUit of its payment obligntions under the Insurance Policy). be remitted to 
the District ami used fur any ]awful purpose thereof: or 

(ii) II' the District determines that the title defect giving rise to such proceeds has 
substantially interfered with its use and occupancy of the Property and will n:sult in an abatement of Lease 
Payments and Additional Payments pay;:~bfe by the District under the Lease. then the Trustee will. with the 
prior written consent oft he Insurer (so lung as the Insurer is not in default of its payment obligations under 
the Insurance Policy), immediately deposit such proceeds in the Prepayment Fund and such proceeds will 
be applied to the prepayment ofCl.!rtific:Jtes in the marmer provided in the Trust Agreement. 

Coopcr.ation. The Corporation and the Trustee will cooperate fully with the District at the expense of the 
District in filing any proof of loss with respect to any insurance policy maintained pursuant to the Lease and in the 
prosecution or defense of any prospective or pending condemnation proceeding with respect to the Property or any 
iteJll (ir portion there<1f: provided. however. lhc Trustee will not be obligated to take any action thereunder if it is not 
indemnified to its satisfaction from and against any liability or expense arising therefrom. 

MONEYS IN FUNDS; INVF:STMENT 

llcld in Trust. TI1e money..; and investments held by the Trustee under the Trust Agreement are 
irrevocably held in trust for the benefit oft he Owners and, in the case oft he Rebate Fund, for payment as required to 
the United States Treasury. and for the purposes therein specified. and such moneys, and ;my income or interest 
earned thereon. will be expended only as provided in the Trust Agreement and will not be subjl.!ct to levy or 
atwchment or lien by LH. for the benefit of any creditor of the Corporation, the Trustee or the District. or any of them. 

Investments Authorized. 

(a) By Trustee. Subject to the further provisions or the Trust Agreement moneys held by the Trustee 
thereunder will be invested and reinvested on maturity by the Trustee pursu~nt to the Trust Agreement. The Trustee 
will n.:port any such investments to the District on a monthly basis in its regu_lar st~tements. Such investments and 
reinvestments will be made giving fllll consideration for the time at \Vhich tlmds are required to be available based 
upon information supplied by the District as to. among other things. scheduled completion of the various 
components of the Pro,iect. 
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Investments purchased with funds on deposit in the Lease Payment Fund and Prepayment Fund will mature 
not later than the Certificate Payment D<He or prepayment date. as appropriate, immediately succeeding the 
investment. Investments purchased with funds on deposit in the Project Fund will mnture nut later than the dates 
upon which such runds \viii be needed to be expended for the payment or Project Costs. Notwithstanding anything 
to the contrary contained therein, investments purchased with funds on deposit in the Reserve Fund will have an 
average aggregute weighted term to maturity of not greater than l-ive y~ars. 

(b) Upon Direction of District. The District Representative witt direct by teletl1csimile such 
invcstmcnt·'in specific Permitted Investments not h.•ss than two Business Days prior to the date that such Permitted 
Investment is to take eff.:ct. confirmed by written order filed with the Trustee. In the event that the District 
Representative dues nut so direct the Trustee. the Trustee will invest in the Permitted Jnvestments described in 
paragraph (1.3)(5) the definition thereo!'containcd in the Trust Agreement. 

(c) l{egistration. Such investments. i!' registerable. \\;ill be registered in. the name of the Trustee l(">r 
the benefit oft he Owners and held by the Trustee or its nominee. 

(d) Trustee as Purchaser or Agent. The Trustee may purchase or sell to itself or any affiliate. as 
principal or agent. investments authorized by the Trust Agreement. The Trustee may act as purchaser or agent in the 
making or disposing of any investment. The Trustee or any or its affiliates may act ~IS a sponsor oC or as an advisor 

·to any provider oC Permitted Investments thereunder. The District acknowledges that to the extent regulations of 
the Comptroller of the Currency or other applicable regulatory entity grant the District the right to receive brokerage 
confirmations of security transactions as they o'-.:cur. the District specifically waives receipt or such confirmations to 
the e~tent pem1itted by law. The Trustee will furnish the District periodic cash transaction statements which include 
detail for all investment transactions made by the Trustee thereunder. 

(c) Trustee Standard of Care. Except as othenvisc provided in the Trust Agreement. the Trust'ee 
will not be responsible or liable for any loss suffered in connection with any investment of funds or sale of such 
investment made by it in accordance with the Trust Agreement or disposition made hy it in accordance with the 
Trust Agreement. 

Disposition nf Investments. Any income. prqtit or loss on the investment or mOneys held by the Trustee 
thereunder will be credited to the respective fund for which it is held. except as othcnvise provided therein. 

Accounting. The Trustee \Viii furnish to the District. not Jess than monthly. an accounting (which may be 
in the form of its regular statements) of all investments made by the Trustee and all funds and amounts held by the 
Trustee; provided. that the Tmstee-will not be obligated tu deliver an accounting l(>r any fund or account that (i) has 
a balance or zero and (ii) has not had any-activity since the last reporting date. The. Trustee will keep <tccurate 
records of all funds administered by it and ufall Certificates paid and discharged. 

Valuation ~md Di.\position of Investments. 

(a) Valuation. Su~ject to the provisions of the Trust Agreement, for the purpose of determining the 
amount in any fund. all Permitted Investments (except investment agreements) credited to such fund will be valued 
at the lower or the cost or the market price. exclusive of accrued interest. \Vith respect to all funds ·and accounts, 
investments will be valued by the Trustee (i) as frequently as will be deemed necessary by the Insurer but not less 
often than annually nor more otle1~ than ·monthly. and (ii) upon any draw upon the Reserve Fund. In making any 
such valuations. the Trustee may titilize. and conclusively rely upon such valuation services as may be available to 
the Trustee, including those within its regular accounting system. 

(b) Disposition. Subject to the provisions of the Trust Agreement. the Trustee will selL or present tt)r 
prepaymenl. any Permitted Investment so purchased by the Trustee whenever it will be necessary in order to provide 
moneys to meet any required payment. transfer. withdrawal or disbursement from the fund to which such Pem1itted 
Investment is credited. 
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Commingling of l\1ontys in Funds. The Trustee may. and upon the \vritten request "of the District 
Representative will. c~mmingle any of the funds held by it pursuant to the Tt:ust Agreement into n sepmate fund or 
funds for investment purposes only: provided. however. that all funds or accounts held hy the Tru~tec thereunder 
will be accounted for separntely notwithstanding such commingling by the Trustee. The District will ensure that any 
such commingling complies with Section 1.14X-4 of the Treasury Regulations. and will provide direction to the 
Trustee accordingly. 

Tax Covenants. 

(a) Gcncrdl. The District has covenanted with the holders of the Certificates that notwithstanding. 
:my other provisions or the Trust Agreement. it will not take any action. or f~til to take any action. if any such action 
or r;1ilure to take nction v,:ould adversely affect the exclusion from gross income of interest with respect to the 
Ccrtilicates under-Section 103 of the Code. The District will not. directly or indirectly. use or permit the use of 
proceeds of the Certificates <>r the Project. or any portion thereof. by any person other than a governmental unit (as 
such term is used in Section 141 or tlu: Code). in such manner or to such extent as would result in the loss of 
exclusion from gross inco111e for federal income tax purposes of interest with respect to the Certificates. 

(b) Use nf l'mcceds. The District will not take any action. or f~1il to take any action. if any such 
action or failure to take action \vould cause the Ct:rtificates to be "private activity bonds" within the meaning of 
Section 14\ oft he Code. and in flu1herance thereof. will nut rnake any use of the procet!ds or the Certitkates or the 
Project. or any portion thereof. or any other funds of the District. that would cuuse the Certificates to be ··private 
activity bonds'" within the meaning of Section 141 of the Code. To that end. so long as any Certificates nrc 

outstanding, the District. with respect to such proceeds and the Project and such other fimds. will comply with 
applicable requirements of the Code and all regulations of the United _States Depm1ment of the Treasury issued 
thereunder :1nd under Section 103 of the Internal Revenue Code of 1954. as amended (the "1954 Code"), to the 
extent such requirements arc, at the time. applicable and in effect. The District will establish reasonable procedures 
necessary to ensure continued compliance with Section 141 of the Code (or. if applicable. the 1954 Code) and the 
continued qualification oft he Certificates as ··governmental bonds." 

(c) Arbitmgc. The District will not. directly or indirectly. use or permit the use of any proceeds of 
any Certificates, or of the Project or other funds of the District. or take or omit to take any action. that would cause 
the Certificates to be "arbitrage bonds·· within the meaning of Section 14g of the Code. To that end. the District will 
.comply V·lith all requirements of Section 14R of the Code and all regulations of the United States Department of the 
Treasury issued thereunder to the extent such requirements are. at the time. in effect and applicable to the 
Certificates. 

(d) Federal Guar-<tntcc. The District will not make any use of the proceeds of the Certificates or any 
other funds of the District. or take or omit to take any other action. that would cause the Certificates to be ··federally 
guar~mtced"" within the meaning of Section 149(b) of the Code. · 

(e) Compliance with Tax Certificate. In furtherance of the foregoing tax covenants of the Trust 
Agreement. the District has covenanted that it will comply with the provisions of the Tax Cenitieatc. which is 
incorporated therein as if fi.J!ly set forth therein. These covenants will survive payment in full or defeasance oft he 
Certificates. 

TUE TRUSTEE 

Appointment of Trustee. 

(a) Appointrnent. U.S. Bank National Association. a national banking association organized under 
the laws of the United States. has been appointed Trustee by the Corporation and the District. 
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(b) Qualific~ttions. The Corporntion and the District agree thnt they will maintain a _Trustee lmving a 
principal office in N<..·w York. New York. San Francisco. California. or Los Angeles. California or Seattle. 
\Vashington capable of exercising trust p(l\vcrs in the StJte of California. with a combined capitnl (exclusive of 
borrowed copital) and a surplus or at lcost Seventy~Fivc Million Dollars (575,000,000), or be a member or a bank 
holding company system. \vhich will have a combined capital and surplus or at least SeVL'nty-Fivc Million Dollars 
(575.000.000). and subject to supervision or examination by federal or state authority. so long as any Certificates are 
Outst<Jnding. If such b<Jnk. national banking association or trust company publishes a report of condition at least 
annually pursuant to law or to the requirements of any supervising or examining <Juthority above referred to then for 
the purpose of the Trust Agreement the combined cnpitul and surplus of such hank. national banking assuci~tion or 
trust company will be deemed to be its combined capital and surplus as set forth in its most recent report of 
condition so published. 

(c) Re-moval. The Insurer, and so long as there is no Event of Def~ntlt, the District. may remove the 
Trustee initially appointed. and any successor thereto. and may appoint a successor or successors thereto. The 
Insun:r \Viii be provided notice of any n:moval of the Trustee hy the District. 

(d) Rcsign<1tion. The Trustee may resign upon prior written notice to the District. the Corporation 
and the Insurer: provided that such resignation will not take effect until the successor Trustee is appointed ns 
provided in the Trust Agreement. Upon receiving such notice of resignation. the District will promptly appoint a 
successor Trustee. In the event the District. does not name a successor Trustee within thirty (30) days of receipt of' 
notice of the Tmstee's resignation. then the Trustee may petition a court of suitable jurisdiction to seek the 
immediate appointment of n successor Trustee. 

(e) Successor. Any successor Trustee \Viii be a bank. national banking association or trust company 
meeting the qualifications as set forth in the Trust Agreement and acceptable to the Insurer. Any resignation or 
removal of the Trustee and appointment of a successor Trustee will become effective only upon acceptance of 
appointment_ by such successor Trustee. Upon such acceptance, the succ~ssor Trustee will mail notice thereof to the 
Owners at their respective addresses set forth on"the Certificate registration books maintained pursuant to the Trust 
Agreement. 

Merger or Coilsolidation. Any company or banking association intn which the Trustee may be merged or 
converted or with which it may be <..:onsolidated or any company resulting from any merger. conversion or 
consolidation to which it will be a party or any compnny to which the Trustee may sell or transfer all or ~ubstantially 
all of its corporate trust business. provided that such company will be eligible under the Trust Agreement. will be the 
successor to the Trustee without the execution or filing of any paper or further act. anything therein to the contrary 
notwithstanding. 

Protection ofthc Trustee. 

(a) Rt•liancc Upon PaJ)Crs or Documents. The Trustee '"'ill be protected and will incur no liability 
in acting or proceeding in good H1ith upon any resolution. notice, telegram, l~lcsimile transmission, electronic mail. 
request. consent_ direction. wn!ver. certificntc, statement. aftidJvit. voucher. bond. requisition or other paper or 
document which it will in good !~1ith believe to be genuine and to have been passed or signed hy the proper board or 
person or to have been prepared and furnished pursuant to any of the provisions of the Trust Agreement_ and the 
Trustee will be under no duty to make any investigation or inquiry as to any statements contained or matters referred 
to in any such instrument. but may. in the absence of bad faith on its part. accept and rely upon the same as 
conclusive evidence of the truth and accuracy of such statements. 

(b) Rcliann· Upon Opinions of Counsel. The Trustee may consult with counseL who may be 
counsel to the District. with regard t'o legal questions and the opinion or such counsel will be full and complete 
authorization and protection in respect of any action taken or suffered by it thereunder in good faith in accordance 
therewith. Before being required to take any action. the Trustee may require an opinion or Independent Counsel 
acceptable to the Trustee which opinion will he made available to the other parties thereto upon request, which 
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counsel may be counsel to any of the parties thereto, or a verified certificate of any party thereto. or both. concerning 
the proposed action. If it docs so in good f~1ith. Trustee will be absolutely protected in relying thereon. 

(c) Rt•liancc Upon l{cqucsfcd Ccriificatcs. \Vhenever in the administration of its duties under the 
Trust Agreement. the Trustee will deem it necessary or desirable that n matter be proved or established prior to 
taking m suffe-ring any action thereunder. such matter (unless other evidence in respect thereof be therein 
specifically prescribed). in the absence of bad fnith on its pml. will be deemed to be conclusively proved and 
established by the certificate or the Di~trict Representative or the Corporation Representative and such certiticah.: 
will be full warranty to the Trustee. in the absence of had faith on its part for any action taken or suffered under the 
provisions of the Trust Agreement upon the f~1ith thereof. but in its discretion the Trustee may. in lieu thereof. aci..:ept 
other evidence of such matter or may require such additional evidence as to it may seem reasonable. 

(d) Indemnity. Before taking any action under the Trust Agreement at the request or 
direction of the Owners or the Insurer. the Trustee may require that an indemnity bond satisfactory to the Trustee be 
furnished to the Trustee by the Owners or the Insurer for the reimbursement of' all expenses to which it may be put 
and to protect it against all liability. except liability which is adjudicated to have resulted from its own negligenc_e or 
wi\lful mist:om.h.1ct in connection \Vi\h any actio-n so taken~ provided, however, ~hat the Trustee will nn\ be cn\lt\ed \o 
indemnification or a bond. and the Trustee has agreed not to request or demand the same. as a condition to the 
Trustee-s honoring of (lpl ional or mandatory tenders, or the prepayment or acceleration. or Ccrti ficates or its making 
of payments ofprincipHI or interest \Vith respect to the Certificates, whether in connection with regularly scheduled 
Certi flcJtc Payment Dates or prepayments. 

Rights of the Trustee. 

(a) Ownership of Certificates. The Trustee may become the Owner with the same_rights it would 
have if it were not Trustee: may acquire and dispose of other bonds or evidence of indebtedness of the District \..Vi_th 
the same rights it would have if it were not the Trustee: and may act as a depository for and permit any of its otlicers 
or directors to act as a member oL nr in any other capacity with respect to, any comrnittee l'orrned tri protect the 
rights of Owners. whether or not such committee will represent the Owners of the majority in principal amount of 
the Certificates then Outstanding. 

(b) Attornc_ys. Agents. Receivers. The Trustee may execute any of the trusts or powers described in 
the Trust Agreement and perform the duties required of it thereunder by or through attorneys. agents, or receivers. 
will not be responsible for the actions or omissions of such attorneys. agents or receivers if appointed by it with 
reasonable ·care. and will be entitled to advice of counsel concerning all matters of trust and its duty thereunder: 
provided that the Trustee will not assign any or its trust responsibilities without the prior written consent of the. 
District. 

(c) Funds und Accounts. In addition to the funds and accounts established or rCquired to he 
established pursuant to the Trust Agreement the Trustee may estab~ish such additional funds and accounts as it 
deems necessary or appropriate to perfon~1 its duties thereunder. 

Standard of Can·. So long as there is no Event of Default. the Trustee will only pi..!rform those duties 
specifically set f{Hih therein and no implied duties, covenants or obligations will be read into the Trust Agreement. 
In the event of and during the continuance of an Event of Det~mlt, the Trustee will exercise such care in performing 
its duties thereunder as a prudent person would exercise in the conduct of his afl~tirs. The Trustee will not be liable 
in connection \\'ith the performance of its duties under the Trust Agreement except for its ownnegligcnce or willful 
1nisconduct. 

Compcnsatiofl of the Trustee. As an Additional Payment under the Lease, the District \\'ilt fron""l time to 
time on demand. pay to the Trustee reasonable compensation for its services. the services of any accountants, 
consultants. attorneys ttnd other experts ns may be engaged by the Trustee to provide servi<..:cs under the Trust 
Agreement pursuant to a written agreement between the District and the Trustee. and the reimbursement for all 
expenses incurred in and about the performance of its powers and duties tmdcr the Trust Agreement. The District's 
obligation thereunder \·Viii remain valid and binding notwithstanding maturity and payment of the Certificates or the 
resignation or removnl oft he Trustee. 
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Indemnification of Trustee. The District will, to the extent permitted by law. indemnify and save the 
Trustee and its officers. directors. agents. and employees harmless from ::111d against all claims, losses. costs. 
expenses. liability and damages. including legal fees and expenses. arising out of(i) the use.maintcmmcc. condition. 
construction or management of. or from any work or thing done on. the Property or the Project by the District, (ii) 
any breach or dennllt on the part of the District in the performance of any of its obligations under the Trust 
Agreement and any other agreement made and entered into for purposes of the Property or the Project. (iii) any act 
of negligtmcc of the Di:-;trict or of any of its agents. contractors. SL'rvants. employccs or licensees \Vith respect to the 
Property or the Project. (iv) any net of negligence of any assignee oC or purchascr from. the District or of any of its 
or their agents. contractors. servants, employees or licensees with respect to the Property or the Project. (v) the 
expenditure of Ddivery Costs, or (vi) the exercise :md perfonnance by the Trustee of its po\vers and duties 
thereunder or any relatc:d document. (vii) the sale of the Certificates and the carrying out of any of the transactions 
contemplated by the Certificates or the Trust Agreement or (viii) any untrue statement or alleged untrue statement of 
'any material l~1ct or omission or alleged omission to st~ltc a mutcrial fact necessary to make the statements made in 
light of the circumstances in which they were made. not misleading in any official statement or other disclosure 
document utilized in connection with the sale of the Certificates. The indemnification set forth in the Trust 
Agreement will extend to the Trustee's ofticcrs. agents. employees. successors and assigns. No indemnification will 
be made under the Trust Agreement or elsewhere in the Trust Agreement or other agreements for willful misconduct 
or negligence by the Trustee, its ollicerS. directors, agents. employees, successors m assigns. The District's 
obligations thereunder will remain valid and binding notwithstanding maturity and payment of the Certificates. or 
the resignation or removal of the Trustee. 

In at:cepting the trust created by the Trust Agreement_ the Trustee acts soldy as Trustee for the Owners and 
not in its individual capacity. and all persons. including. without limitntion, the Owners. Corporation and District. 
having any claim against the Trustee arising ti·01n the Trust Agreement \viii look only to the funds and accounts held 
hy the Trustee thereunder for payment. except as otherwise provided therein or where the Trustet: has breached its 
standard of care as described in the Trust Agreement. Under no circumstances \\'ill the Trustee be liable in its 
individt~al capacity for the obligations evidenced by·the Ccrtilkates. 

No provision of the Trust Agreement will require the Trustee to expend or risk its own funds or otherwise 
incur any financial liability in the performance uf it-s duties thereunder or in the exercise of any of its rights or 
powers. 

The Trustee will not be liable with respect to any action taken or omitted to be taken by it in good faith in 
accordance with the direction of the Owners of not less than a majority in aggregate ·principal amount of the. 
Certificates at the time Outstanding relating to the time. method :md place of conducting any proceeding lOr any 
remedy available to the Tmstee or in the exercise of any right thereunder. 

Every provision of the Trust Agreement, the Lease. the Site Lease and the Assignment Agreement relating 
to the conduct or liability of the Trustee will be subject to the provisions of thC Trust Agreement. including without 
limitation. the Trust Agreement. 

TI1e Trustee will have no responsibility with respect to any information, statement or recital in any official 
statement. offering memorandum or any other disclosure material prepared or distributed with respect to the 
Certificates. 

The Trustee \\'ill not to be deemed to have knowledge of any Event of DeEndt thereunder or under the 
Lease unless a Responsible Officer oft he Trustee has actual knowledge thereof at its Principal Office, 

1l1c Trustee \1as agreed to a~.:cept am\ act upon hKsimilc transmission Df written instructions and/or 
directions pursuant to the Trust Agreement provided. however. that: (a) subsequent to such facsimile transmission 
or \vrillcn instruct ions cmd/or direct ions the Trustee wi II forthwith receive the originally executed instructions and/or 
directions. (b) such originally executed instructions and/or Uirections will be signed by a person as may be 
designated and authorited to sign for the party signing such instructions and/or directions. and (c) the Trustee will 
have received a current incumbency certificate containing the specimen signature of such designated person. 
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1l1e Trustee will no\ be considered in breach of or in default in its obligalinns hereunder or progress in 
respect thereto in the event of enforced delay in the performance of such obligations due to unfOreseeable causes 
beyond its control and without its fault or negligence. including. but not limited to. Acts of God or of the public 
enemy or terrorists. acts of a government. acts or the other party. tires. tloods. epidemics. quarantine l"l'Strictions. 
strikes. freight embargoes. earthquakes. explosion. mob violence. riot. inability to procun: or general sabotage or 
rationing of \abor. cquip1r1cnt. facilities. sources of energy. n1ateria\ or supplies in the open market. htigatinn or 
arbitration involving <1 party or others relating to zoning or other governmental action or inaction pertaining to the 
Project. malicious mischieC condemnation. and unusually severe weather or delays of suppliers or subcontractors 
due to such causes or ;.my similar event and/or occurrences beyond the control oft he Trustee. 

TI1e Trustee may consult with counsel. who may be counsel of or to the Distrid. with regard to legal 
"questions. and the opinion of such counsel .will be tl11l and complete authorization and protection in respect of any 
action taken or suffered by it under the Trust Agreement in good H1ith and in accordance therewith. 

Trustee's Disclaimer of Warranties. THE TRUSTEE HAS MADE NO WARRANTY OR 
REPRESENTATION. EITHER EXPRESS OR IMPLIED, AS TO THE VALUE. DESIGN. CONDITION. 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OR FITNESS FOR THE USE 
CONTEMPLATED BY THE DISTRICT OF THE PROPERTY. OR ANY PORTION THEREOF. THE 
DISTRICT HAS ACKNOWLEDGED THAT THE TRUSTEE IS NOT A MANUFACTURER OF PORTIONS OF 
THE PROPERTY, AND THAT THE DISTRICT IS LEASING THE PROPERTY AS IS. In no event will the 
Trustee be liable for incidentaL indirect. special or consequential damages. in connection with or arising Olll of the 
Lease, the Site Lease, the Assignment Agreement or the Trust Agreement for the existence. furnishing. fllllctioning 
or District's use and possession of the Property or the Project. 

MOOJFICA TION OR AMENDMENT OF AGJ{EEMENTS 

Amendments Permitted. 

(a) \\'itll Consent. The Trust Agreement and the rights and obligations of the Owners. and the Lease 
and the rights and obligations of the parties thereto. may be modi lied or amended at any time. with notice to S&P. 
by a suppkmental agreement or amendment thereto which \vill become effective with the prior written consent the 
Insurer and the Ov.'nefS of a majority in aggregate principal amount of the Certificates then Outstanding. exclusive 
of Certificates disqualified as provided in the Trust Agreement. will have been tiled with the Trustee. No such 
modi tical ion or amendment wi 11: 

(i) extend or have the effect of extending the fixed maturity of any Certifieote or 
reducing the interest rate with respect thereto or extending the time of payment of interest, or reducing the 
amount of principal thereof or reducing any premium payable upon the prepayment I hereof. or diminish the 
security afforded by the Insurance Policy without the express consent of the Insurer and the Owner of such 
Cetiificate. or 

. (ii) reduce or have the effect of reducing the percentage of Certilicates required lor 
the affirmative vote or written consent to an mm:ndmcnt or modification of the Lease. or 

(iii) modify any of the rights or obligation's of the Trustee without its written assent 
thereto. or 

(iv) amend thc Trust Agreement without the prior written consent of the Owners of 
all Ccrtificah.:s then outstanding and the Insurer 

The Trustee will have the right to require such opinions of counsel as it deems necessary concerning (i) the 
lack of material adverse t:ITect of the amendment on O"•'ners and (ii) the ~uncndment \vill not affect the tax status of 
interest with respect 10 the Certificates. Any such .supplemental agreement or amendments thereto will become 
effective as provided in the Trust Agreement. 
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(b) \Vithout Consent. The Trust Agreement and the rights·and obligati.ons of the Owners. nnd the 
Lease and the rights and obligations of the parties thereto. may be modified or amended at any time by a 
supplemental agreement or amendments thereto. without the consent of any such Owners. but on! y (A) \Vith !Hlticc 
to S&P and with the prior written consent oft he Insurer. (B) to the extent permitted by law and (C) only: 

(i) to add to the covcnant 0 and agreements or the District and the Corporation 
thereunder. 

(ii) to cure. correct or supplement any ambiguous or defective provision contained 
therein or therein. 

(iii) in regilrd to matters arising thereunder or thereunder. as the pnrties thereto or 
thereto may deem necessary or desirable (which may be tx1sed upon opinions as provided in the Trust 
Agreement. will not adversely uffcct the interest of the Owners. · 

(iv) to substitute the Property. or a portion thereuL in accordance with the Lease. 

(v) to make such additions. deletions or modifications as may be necessary or 
appropriate to assure the exclusion fl·om gross income t()r federal income tax purposes of the interest 
component of Lease Payments and the interest payable with respect to the Certificates, 

(vi) to add to the rights or the Trustee. 

(vii) to maintain the rating or ratings assigned to the Certitic:Jtes. or 

(viii) to provide for the execution and delivery of Additional Certificates in 
accordance with the provisions of the Trust Agreement. 

No such moditicntion or amendment. however. will modiry <my of the rights or obligations of the Trustee 
without its written assent thereto. Any such supplemental agreement will become effective upon execution and 
delivery by the parties thereto or thereto as the case may be. The Trustee may rely on an opinion of counsel that 
cnch amendment is authorized or permitted pursuant to the Trust Agreement. 

The Insurer and S&P will be provided by the District with a full original transcript or all pmcecdings 
rdating to the amendment of or supplement to this Trust Agreement pursuant to the Trust Agreement. 

Pnln·durr for Amrndm.ent with \\'ritten Consent of thl' Owners. The Trust Agreement or the Le<Jse 
may he aml.!ndcd by supplemental agreeml.!nt as provid!.!d in the Trust Agreement in the event the consent of the 
0\vners is rl.!quired pursuant to the Trust Agreement. Such supplemental agreement. together with a rl.!yuest to the 
Owners for their consent thereto, will be mailed by the Trustel: to each Owner of a Certificate nt his address as set 
forth in the Certificate registration books maintained pursuant to the Trust Agreement. but H1ilure to receive copies 
of such supplemental agreement and request so mailed \viii not aflCct the validity of the supplemental agreement 
when assentl.!d to as in the Trust Agreement provided. 

Such supplemental agrl.!ement will no't become effective unless there will be filed with the Tmstee the 
written consent of the Owners of at least a majority in aggregnte principal amount or the Ccrtilicates then 
Outstanding (exclusive of Certilicates disqualified as provided in the Trust Agreement) and notices will have been 
mailed as thercinattc~ in the Trust Agreement provided. Any such consl.!nt will be binding upon the Owner of the 
Certificate giving such consent and on any subsequent Owner (whether or not such subsequent Qv.mer has notice 
thereof)' unless such consent is revoked in writing by the Owner gi,·ing such consent or a subsequent Owner by 
filing such revocation \Vith the Trustee prior to the date when till! notice thereinafter in the Trust Agrl.!emcnt 
provided for has been mailed. 

After the Owners of the required percentage of Certificates will have filed their consent to such 
supplemental agreement. the Trustee will mail a notice to the Owners ol"the Ce1iificates in the manner provided for 
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in the Trust Agreement for thL· mailing of such supplemental agreement, stating in substance that such supplemental 
agreement has been consented to by the Owners of the required J)ercentage of Certificates and will be effective as 
provided in the Trust Agreement (but !;Iilure to mail copies of said notice will not afkct the validity of such 
supplemental agreement or consents thereto). A record. consisting of the papers required by the Trust Agreement to 
be filed \Vith the Trustee, will be proof of' the matters therein stated until the contmry is proved. The Trustee may 
obtain and conclusively rely on an opinion of counsel with regard to such matters. 

Any ;:unendment under the Trust Agreement requiring the consent of the Owners will require the prior 
written consent of the Insurer (so long as the Insurer is not in default in its payment obligations under the Insurance 
Policy). The Insurer will be provided prior written notice of all proposed amendments sut~ject to its approval. All 
such Notices under the Trust Agreement will be sent to the addresses shown in the Trust Agreement. 

Disqualified Certificates. Certificates ov.med or held by or for the account of the District or the 
Coivoration or by any person directly or indirectly controlled or controlled by. or under direct or indirect common 
control with the District or the Corporation (except any Ccrtiiicates held in any pension or retirement fund) \Viii not 
be deemed Outstanding for the purpose of any vote. consent. waiv<;r or other action or any calculation of 
Outstanding Certificates provided for in the Trust Agreement, and will not be entitled to vote upon. consent to. or 
take any other ~1ction provided for in the Tn1si Agreement. Upon request of the Trustee. the District and the 
Corporation shall specify in a certificate to the Trustet· those Certificates disqualified pursuant to the terms of the 
Trust Agreement and the Trustee may conclusively rely on such certificate. 

TI1e District or the Trustee may adopt appropriatt: regulations to require each Owner. before his consent 
provided for in the Tmst Agreement will be deemed ellCctive. to reveal if the Certificates as to which such consent 
is given arc disqualified as provided in the Trust Agreement. 

Effect of Supplemental Agreement. From and after the time any supplcmt:ntal agreement becomes 
effective pursuant to the Trust Agreement or the Lease. as the case may be. will be deemed to be modified and 
amended in accordance therewith, the respective rights. duties and obligations of the parties thereto or thereto and all 
Owners of Certificates Outstanding. as the case may be. will thereafter be determined. exercised and enforced 
thereunder subject in all re<spects to snch rnodification and :.nllendrnen\, ;md all the terms <~nd conditions nf r.ny 
supplemental agreement will be deemed to be part of the terms and conditions of the Trust Agreement or the LeaSe. 
as the case may be. for any and all purposes. 

Endorsement or Replaccml·nt of Certificates Delivered After Amendml·nts. The Trustee may 
determine that Certiticatc.:s delivered after the effective date of any action taken as provided in the Trust Agreement 
will bear a notation. by endorsement. in form approved by the District, as to such action. In that case. upon demand 
or the Owner of any Outstanding Certificate at such effective date and presentation of his Certificate for such 
purpose at the Principal Office. a suitable notation will be made on. such Certificate. The District may determine 
that new Certificates. so modified as in the opinion of the District is necessary to conform to such Owner's action. 
will be prepared. executed and delivered. In that case. upon _demand of the Ov,'ner of any Certificate then 
Outstanding. such new Certificate will be exchanged in the Principal Office without cost to such Ov·.mer. lOr a 
Certificate oft he same character then Outstanding, upon surrender of such Certificate. 

Amendatory Endorsement of Certificates. Subject to the Tmst Agreement. the provisions of the Tmst 
Agreement will not prevent an Owner from ncccpting any amendment as to the particular Certificates held by him. 
provided that due notification thereof is made on such Certificates. 

Copies of Amcndml·nts Dl'livcrcd to S&J>. Copies of any modifu.:ations or ~11.nendments to the Trust 
Agreement. the Lease. the Site Lease or the Assignment Agreement will be delivered by the District to S&P at least 
l 0 da~ prior to the effective dale thereof 
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COVENANTS; NOTICES 

Compliance \\'ith and Enforcement uf the Lease. The District h<Js covenanted and agreed with the 
Owners and the Insurer to perform all obligations and duties imposed on it under the Lt.:ase. The Corporation has 
covenanted and agreed with the Owners to perform all obligations and duties imposed on it under the Lease. 

TI1c District will not do or penn it anything to be done, or omit or n:frain fi·om doing <lll)1hing. in any case 
where any such act done or permitted to be done. or any such omission of or reth1ining from action, would or might 
be a ground for cancellation or tennination of the Lease by the Corporation thereunder. The Corporation and the 
District. in\mediatdy uptm receiving or giving any notice. cormnunication mother document in any way relating lo 

or affecting their respective estates. or either of them. in the Property. which may or can in any manner affect such 
estate oft he District. will deliver the sam~:. or a copy thereof. to the Trustee. 

Pa~'mcnt of Taxes. The District \viii pay all taxes as provided in the Lease. 

Ohscrvancl' uf Laws and Regulations. The District will \\~ell and truly keep. observe and perform all 
valid a·nd lawful obligations·or regulations now or hereafter imposed on it hy contract. or prescribed by any law of 
the United States. or of th~: State, or by any ofticer. board or commission hJving jurisdiction or controL as a 
condition of the continued enjoyment of any and every right. privilege or franchise now owned or hereafter acquired 
by the District. including its right to exist <Jnd carry on business as a school district, to the end that such rights, 
privileges and franchises will be maintained and preserved. and will not become nbandoned. forfeited or in any 
manner impaired. 

Prosecution and Defense of Suits. The District will promptly; and also upon request of the Trustee, the 
Insurer or any Ov.mer. from time to time take such action as may be necessary or proper to remedy or cure any 
defect in or cloud upon the title to the Property, whether how existing or hereafter developing and will prosecute all 
such suits. actions and other proceedings as may be appropriate for such purpose and will indemnify and save the 
Trustee, the Insurer and every Owner harmless from all loss, cost, damage and expense incluc.ling attorneys· fet:s. 
which they or any of them may incur by reason of any such defect. cloud. suit. action or proceeding. 

llistrict Budgets. In accordance with the Lease. the Distric.t Representative will certify to the Trustee on 
or before June 30 of each year that the District has included all Lease Payments (other than Lease Payments of 
advance rental). Additional Payments and Reserve Replenishment Rent due under the Lease in the Fiscal Year 
covered by its annual budget and the amount so included. If the District fails top.::rtify that it hns included all such 
Lease Payments. Additional Payments and Reserve Replenishment Rent in such annual budget. the Trustee will 
promptly provide the District written notice specifying that the District has failed to observe and rerform its 
covenant and agreement in such the Trust Agreement and requesting that such l'nilure be remedied within 30 days. or 
such failure will constitute an Event of Default under the Lease. The Trustee will lOnv~1rd a copy of such notice to 
the Corporation. Upon receipt of such notice, the District will notify the Trustee of the proceedings proposed to be 
taken by the District. and will keep the Trustee advised of all proceedings thereafter taken by tht: District. 

Furthl·r Assurances. The Corporation and the District \viii make. execute and deliver any and all such 
further resolutions. instruments and assurances as may be reasonably necessary or rroper to can)' out the intention 
or to facilitate the perfornKHKC of the Trust Agreement. and for the better assuring and confirming unto the Owners 
and the Insurer the rights and benefits provided therein. 

Continuing Disclosure. The District has covenanted that it will comply with and carry out all of the 
provisions of the Continuing Disclosure Certilicate. Notwithstanding any other provision of the Trust Agreement. 
tl1ilure of the District to comply with the Continuing Disclosure Cc11ificate will not he considered 311 Event of 
Deillull or an event of default thereunder: however. any Owner or Beneficial Owner may take such actions as may 
be necessary and nppropriate. including seeking mandate or specific perfOrmance by court order. to cause the 
District to ~omply with its obligations under the Trust Agreement and the Continuing Disclosure Certificate. 
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EVENTS OF DEFAULT AND REMEDIES OF CERTIFICATE OWNERS 

Assignml·nt of Rights. The parties thereto acknowledge that pursuant to the Assignment Agreement the 
Corporation has transferred. assigned and set over to the Trustee for the benciit of the Owners. certain of the 
Corporation's rights under the Le~1sc and the Site Lease. 

Events of JJ<fault. 

(a) l~cmcdics. If an Event of Dehtult will happen. then. and in each and every such case during the 
continuance of such Event of Dcl~nilt. the Trustee may exercise any <1nd all remedies available pursuant to lmv or 
granted pursunnt to the Lease; provided. however. that notwithstanding anything therein or in the Lease to the 
contrarv. THERE WILL BE NO RIGHT UNDER ANY CIRCUMSTANCES TO ACCELERATE THE 
MATURITIES OF THE CERTIFICATES OR OTHERWISE TO DECLARE ANY LEASE PAYMENTS NOT 
THEN IN DEFAULT TO 13E IMMEDIATELY DUE AND PAY ABLE: provided llrrther that so long as the Insurer 
is not in dei~1Uit in its payment obligations under the Insurance Policy;_ the Insurer will control all remedies upon an 
Event of Defoult. 

(b) Actual Knowledge. The Trustcl' will not be deemed to have knowledge of <my E\•ent of Default 
unless and until a Responsible Officer will have actual knowledge thcrcoC or will have received written notice 
thereof at its Principal Oflicc. 

(c) Action on Default. If an Event of Dct~mlt (pursuant to the Lease) shall happen. then such EvciH 
or Default wilt constitute an Event of Def:1tllt under the Trust Agreement. The Trustee may give notice. as assignee 
of the. Corporation, of an Evem of Default under the Lease or hereunder to the District and \\'ill do so if directed to 
do so by the Insurer or the Owners of not less than n majority of the aggregate principal evidenced by Ccrtiticntes 
then Outstanding. ln each and every case during the continuance of an Event of Default. the Trustee (a) may, with 
the prior written consent of the Insurer. at the direction of the Ov .. 'ners of not less than a majority of the aggregate 
rrincipnl evidenced by Certificates then Outstanding, and (b) wilL after being indemnified to its satisfaction, at the 
direction of the Insurer. upon notice in writing tu the District and the Corporation, exercise any of the remedies 
granted to the Corporation under the Lease and, in addition, \vith the written consent or at the written direction ot: 
the Insurer. take whutever action at law or in equity may appear necessary or desirable to enforce its rights as 
assignee pursuant to the Assignment Agreement or to protect and enforce any of the rightS vested in the Trustee or 
the Owners by the Trust Agreement or by the Certificates, either at law or in equity or in bankruptcy or otherwise. 
whether for the specific enforcement of any covenant or agreement or for the enforcement of any other legal or 
equitable right including any one or more oft he remedies set for.th in the Trust Agreement. 

Application of Funds. All moneys received by the Trustee pursuant to any right given or action taken 
under the provisions of the Trust Agreement .or of the Lease, will be deposited into the Lease Payment Fund and be 
applied by the Trustee aftt:r payment of all amounts due and payable under the Trust Agrer.;ment and the Lease in the 
following order upon presentation of the several Certificates, and the stamping thereon of the p:1ymcnt if only 
partially paid, or upon the surrender thereof if fully paid.-

First~ Costs and F.xprnscs: to the payment of the costs. fees and expenses of the Trustee in 
declaring such Event of Dcf;nilt <~nd in performing its duties thereunder, including reasonable compensation 
to its or their agents, attorneys and counsel; 

Sccnnd. Interest:. to the payment to the persons entitled thcrcto of all installments of interest then 
due in the order of the maturity of such installment. and. if the amount available will not be suflicient to 
pay in full any installment or installments maturing on the same date, then to the payment thereof ratably 
according to the amounts due thereon, to the persons entitled thereto. without any discrimination or 
preference: 

Third. J'rincipal: to the payment to the persons entitled thereto of the unpaid principal with 
respect to any Ce11ilicates which will have become due, whether at maturity or hy call for prepa)'l~1cnt. in 
the order of their due d<1tes. with interest on the overdue princip<~l and interest at a rate equal to the rate paid 
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with respect to the Certificates and. if the amount available will not he sufficient to pay in full all the 
amounts due with respect to the Certificates on any date. together with such interest. then to the lXlyment 
thereof ratably. according to the amounts or principal due on such date to the persons entitled thereto, 
without any discrimination or preference; and 

Fourth, Amounts due tu the Insurer: to the extent not included in the clauses identified above, 
to the payment of all amounts then due to the Insurer. as certified in writing to the Trustee. 

Institution of Legal Proceedings. If one or more Ev~;nts of Dcl~1tllt shall happen and be continuing. the 
Trustee m<~y. with the prior written consent of the Insurer. and will upon the written direction of the Insurer or oft he 
Owners or a majority in principal amount of the Certificates then Outstanding (with the consent of the Insurer). and 
upon being indemnitied to its satisfl1ction therefor. will, proceed to protect or enforce its rights or the rights of th~; 
Owners by a suit in equity or nction at law. either for the specific performance of any covenant or agreement 
contained in the Trust Agreement or in the Lease. or in aid of the exe<..:ution of any power herein granted. or by 
mandamus or other appropriate proceeding for the enforct:ment of' any other legal or equitable remedy <IS the Trustee 
shall deem most effecttwl in support of any of its rights or duties hereum!c1:: provided that such wriuen request will 
not be otherwise than in accordance \vith provisions of law and the Trust Agreement and that the Trustee will h:1vc 
the right to decline to follow any such written request if' the Trustee will be advised by counsel that the action or 
proceeding so requested may not be taken lawfully or if the Trustee in good !~lith determines that the action or 
proceeding so requested would be UI1iustly prejudicial to the Certificate Owners not <-1 party to such written request 
or expose the Trustee to liability. 

Non \Va ivcr. Nothing in the Trust Agreement or in any other provision of the Trust Agreement or in the 
Certificates will affect or impair the obligation of the District which is absolute and unconditio-nal. to pay or prepay 
the Lease ~ayments as provided in the Lt:ase. So long as the Insurer i:-i not in default of its payment obligations 

· under the Insurance Policy. th~ Trustee will not waive any default or breach of duty or contract hereunder without 
the prior written consent of the Insurer. No delay or omission of the Trustee or of any Owner of any of the 
Certificates to exercise any right or power arising upon the happening of any Event of Det~Jtllt will impair any such 
right or power or will be construed to be a waiver of any such Event of Default or an acquiescence therein. and 
every power and remedy given by the Trust Agreement to the Tmstt:e. the Insurer or to the Owners may be 
exercised from time to time and as often as Will be deemed expedient by the Trustee. the Insurer or the 0\'·.'llers. 

Remedies Not Exclusive. No remedy therein conferred upon or reserved to the Trustee. the Insurer or to 
the Owners is intended to be exclusive of any other remedy. and every such remedy will b~; cumulative and will be 
in addition to every other remedy given thereunder or now or hereafter existing. at lnw or in equity or hy st<Jtutc or 
othcrwi"sc. 

Power of Trush.'l' to Control Pmcccdings. Subject to the Insurer's right· to control all remedies in the 
Event or Default. in the event that the Trustee. upon the happening of an Event of Dci:mlt, will have taken any 
action, by judicial proceedings or otherwise. pursuant to its duties_ thereunder. whether upon its 0\\'11 discretion. or 
upon the request of the Insurer or the Owners of a majority in principal <~mount of the Certificates then Out~tanding. 
it will have full power, in the exercise of its disc.:retion ror the best interest of the Owners of the Certi1icates. with 
respect to the continuance. discontinuance. withdrawal. compromise. settlement or other disposal of such action: 
provided. however, that the Trustee \viii not. unless there no longer continues an Event of Default, discontinue. 
withdraw, compromise or settle. or otherwise dispose of any litigation pending at law or in equity, if at the time 
there has been filed with it a written request signed by the Owners of at least a majority in principal amount of the 
Outstanding Certificates thereundn opposing such discontinuance. withdrawal. compromise. settlement or other 
disposal of such litigation. 

Limitation un Cc11ificatl' On•ncrs~ Right to Sue. No Owner of any Certificate executed thereunder will 
have the right to institute any suit. action or pro..::eeding at law or in equity, for any remedy under or upon the Trust 
Agreement. unless (a) suc.:h Owner will have previously given to the Trustee written notice of the occurrence or an 
Event of Del~tult under the Lease; (b) such Owner shall have obtained the Insurer's consent to such institution or 
appointment. (c) the Owners ora majority in aggregate principal amount of all the Certilicates then Outstanding will 
have made written request upon the Trustee to exercise the powers granted in the Trust Agreement or to institute 
such action. suit or proceeding in its own name: (d) said Owners will have tendered to the Trustee rcJsonablc 
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indemnity ugninst the costs. expense~ and li:-~~ilities to be incurred in compliance with such request.; (e) the Trustee 
will have refused or omitted to comply with such request for a period of60 days alter such written request will have 
been received by. and said tender of indemnity will have been made to. the Trustee: and (I) there will have been a 
default in the payment of such Ov.mcr's proportionate interest in the Lease Payments as the same become due. 

Such notification. request. tender of indemnity. refusal or omission. and default have been declared, 111 

every case. to be conditions precedent to the exercise by nny Owner of any remedy thereunder: it being understood 
and intended that no one or more Owners will have any right in any manner whntever hy his or their nction to 
enforce any right under the Trust Agreement. except in the manner therein provided and for the equal benefit of all 
Owners of the Outstanding Certificatt:s. 

The right of any Owner of any Certificate to receive payment of said Owner's proportionate interest. i~1 the 
L~.:ase Payments as the same become due. or to institut~.: suit tOr the enforcement of such payment. will not be 
impaired or affected \Vithout the consent of such Own~.:r. notwithstanding the foregoing provisions of the Trust 
Agreement or any other provision oft he Trust Agreement. 

Agreement tu Pa~' Attorm.·~·s" Fees and Expenses. In the event any party to the Trust Agreement should 
dct~mlt under any of the provisions thercnf and the nondefauhing pmty should employ attorneys or incur other 
expenses l(>r the collection of moneys or the enforcement or observance of any obi igation or agreemelll on the part 
of the dcbulting party contained therein. thC defaulting party has agreed that it will on demand therefor pay to the 
nondcfaulting party the reasonable fees of such attorneys and such other expenses so incurred by the nondefaulting 
party. 

MISCELLANEOUS 

llefcas~• nee. 

(a) 1\kthods. If and when any Outstanding Certificates will be paid and discharged in any one or 
more of the following ways -

(i) Payment or Prepayment: hy well ~nd truly paying or causing to be paid the 
principal. interest and prepayment premiums (if any) with respl!ct to such Certificates Outstanding. as and 
when the sanie become due ;:tnd payable: 

(ii) Cash: irprior to maturity and having given at least thirty (30) days prior written 
notice of prepayment by depositing with the Trustee. in trust. concurrent with the giving of such notice. an 
::unount of cash which (together with cash then on deposit in the Lease Payment Fund and the Reserve Fund 
together with the interest w accrue thereon, in the event of payment or provision for payment of all 
Outstanding Certificates) is sufficient to pny such Certificates Outstanding. including all principal and 
interest and premium. if any: or 

(iii) Government Obligations: by irrevocably depositing with the Trustee, in trust. 
Government Obligntiuns together with cash, if required. in such amount as wilL in the opinion of an 
independent certified public accountant. together \Vith imerest to accm~: thereon (and. in the event of 
payment or provision for Jxtymcnt of all Outstanding Certificates, moneys then on deposit in the Lease 
Payment Fund and the Reserve Fund together with the interest to accrue thereon). be fully sufficient to pay 
and discharge such Certific;_ltes {including· all principal and interest represented thereby and prepayment 
premiums if any) at or before their maturity date: 

and fill other amounts due thereunder have been paid in fulL including any amounts due or to become due 
to the Insurer. then. notwithstanding tllat any Certificates will not have been surrendered for payment. all obligations 
of the Corporation. the Trustee and the District with respect to such Certificates will cease and terminate. except 
only the oblig<llion of the Trustee to pay or cause to be paid. froi11 Lease Payments paid by or on behalf of the 
District n·om funds deposited pursuant to paragraphs (i) and (iii) of the Trust Agreement. to the Owners of the 
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Certificates not so surrendered and paid all sums due with respect thcrcto. and in the event of dt:posits pursuant to 
paragraphs (ii) and (iii) of the Trust Agreement, the Certificates will continue to represent direct and proportionate 
interests oft he Owners thereof in Lease Payments under the Lease. 

(b) Surplus MurH.'ys. Any funds held by the Trustee. at 1 he time of payment or provision for payment 
of all Outslanding Certilicates pursuant to the one of the procedures described in paragraphs (a)(i) through (a)(iii) of 
the Trust Agreement. which nrc not required for the payment to he matk to Owners. will be paid over to the District. 
alicr the payment of any amounts due to the Trustee pursuant to the Trust Agreement. any amounts due and owing 
to the Insurer. and any other Additional Payments due under the Lease. 

(c) Sun'iving Provisions. Notwithstanding the satisl~1ction and discharge thereof. the Trustee will 
retain such rights. powers and privileges thereunder as may he necl!ssary or c01wcnient for the payment of the 
principal. interest and prepayment premium. if any. on the Certificates and for the registration. transfer and 
exchange or the Cert i licates. 

(d) Opinions and Rrports. Prior to any defeasance becoming effective under th!.! TruSt Agreement. 
the District will cause to be delivered (_A) all amounts currently due to the Insurer under the Trust Agreement or 
under the Insurance Policy will have been paid in full. and (B) the District will have caused to be delivered (i) in the 
an executed copy of 1.1 report~ addressed to the Trustt.::e and the District. in form and substance acceptable to the 
Trustee. the Insurer and the District of a national! y recognized linn of certified publi~ accountants. verifying that the 

·Government Obligations and cash. if any. satisfy the requirements of the Trust Agreement. (ii) a copy of the escrow 
deposit agreement entered into in connection with such defeasance. which escrow deposit agreement will be in a 
form and substance acccptah\c to the Insurer. and (iii) a copy of an Opinion of Counsel. dated the date of such 
defeasance an~! addressed to the Trustee. the Insurer and the District. in form and substance acceptable to the 
Trustee. the Insurer ami the District. to the effect that such Certificates are no longer Outstanding under the Trust 
Agreement. 

The Insurer will be provided with final drafts of the documentation discussed in the above paragraph not 
less than live Business Days prior the funding oft he escrow. 

Non-J, rcsc ntmcnt of Certificates. In the event any Certi licate wi II not be presented for payment when the 
principal with respect thereto becomes due. either at maturity. or at the date ti xed for prep:.iyment thereof: if moneys 
sufficient to pay such Certificate will have been deposited in the Prepayment Fund or Lease Payment Fund, as 
applicable. all liability of the District to the Owner thereof for payment of such Certilicate will forthwith cease. 
terminate and be completely discharged. and thereupon it will. be the duty of the Trustee to hold such moneys, 
\Vithout liability for interest thereon. for the benefit oft he Owner of such Certificate who will thereafter be restricted 
exclusively to such moneys. !'or any claim of whatever nature on his or her part under the Trust Agreement or on. or 
with respect to. said Certilicatc. 

Any moneys so deposited with and held by the Trustee not so applied to the payment of interest or principal 
with respect to Certilicate.s within two (2) years aner the dale on which the same wiJI have become dllc will be paitl 
by the Trustee to the District. free from the trusts cref1ted by the Trust Agreement. In addition. Trustee will be 
indemnilied from and against any and all liabilities to third parties resulting from its actions under the Tmst 
Agreement. Thereafter. Owners will be entitled to look only to the District for payment. and then only to the extent 
oft he amount so repaid by. the Trustee. The District will not be liable for <my ititerest on the st1111s paid to it pursuant 
to the Trust Agreement and will not be regarded as a trustee or trustees of such money. 

Acquisition uf Cl·rtificatr's by District. All Certificates a(.;quired by the District. whether by purchase. gift 
or otherwise. will be surrendered by the District to the Trustee !'or cancellation. 

ll.ccords. The Trustee will keep complete and accurate records of all moneys received and disbursed by it 
under the Trust Agreement, which will he nvailable for inspection by the District. the Corporation. the Insurer and 
any Owner. or the agent of any of them, at nny time Juring regular business hours upon reasonable prior notice. 
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Governing Law. The Trust Agreement will be construt:d and governed in accordnncc with the laws or the 
Stntc. 

Binding Effect; Successors. The Trust Agreement will be binding upon and inure to the benefit of the 
pnrtics and their respective successors and assigns. \Vhehever in the Trust Agreement either the Corporation, the 
District. the Insurer or the Trustee is named or referred to, such reference will be deemed to include the successors 
or assigns thereof and ail the covenants und agreements in the Trust Agreement contained by or on behalf or the 
Corporation. the District, the Insurer or the Trustee will bind and inure to the benelit oft he respective successors and 
assigns thercofwhethcr so expressed or not. 

\Vain.·r of No lice. \Vhenever in the Trust Agreement the giving or notice by mail or otherwise is required. 
the giving ursuch notice may be wuived in writing by the person entitled to receive SLich notice nnd in any case the 
giving or receipt of such notice will not be a condition precedent to the validity or any action taken in reliance upon 
such waiver. 

Scparahilit~· ,of Invalid Provisions. In case any one or more of the provisions contained in the Trust 
Agreement or in the Certificates \viii for ~my reason be held to be invalid, illegal or unenforcenble in any respect. 
then such i nval idit y. i !legality or unenforccabi I it y wi II not affect any other provision of the Trust Agreement. and the 
Trust Agreement will be construed ns if such invalid or illegal or unenforceable provision had never been contained 
therein. The panies thereto have declared that they would have entered into the Trust Agrcernent and each and 
every other section. par;1graph. sentence. cluuse or phrase thereof and authorized the delivery or thl...' Ccrtilicates 
pursuant thereto irrespective of the bet that any one or more sections. paragraphs. sentences. clauses or phrases of 
the Trust Agreement may be held illegal. invalid or unenforceable. 

lntcn•stcd Partil·s. Nothing in the Trust Agreement cxpn.:ssed or implied is intended or will he construed 
to confer upon. or to give grant to any person or entity. other than the District. the Trustee. and the Owners of the 
Certilicates. any right. remedy or claim under or by reason of the Trust Agreement or any covenant. condition or 
stipulation thereof. and all covenants, stipulations. promises and agreements in the Trust Agreement contained by 
and on behalf of the District will be for the sole and exclusive benefit oft he District. the Corporation, the Trustee. 
and I he registered owner~ of the Certificates. 

Pmvisions Rchtting to Ct·rtificatc lnsun1ncc. Notwithstanding anything to the contrary set forth in the 
Trust Agreement. the following provisions re\ating to Certitkate lnsurance and the Insurer will govern: 

(a) Any notice that is required to be given to any Owners. Information Services, or Securities 
Depositories will be given to the Insurer. 

(b) Notwithstanding any other provision in the Trust Agreement. in detcrmin.ing whether the rights of 
the Owners will be adversely affected by an action taken pursuant to the ternis and provisions thereul: the Trustee 
will consider the effect or the Owners as if there wer'e no Insurance Policy. 

(c) The Insurer will be deemed to be the holder of all of the Certilicntcs for purposes or 

(i) exercising all remedies and directing the Trustee to take actions or for any other purposes 
following nn Event of Default (as defined in the Lease). and 

(ii) s•Tanting any consent. direction or approval or taking any action permilled by or required 
under the Trust Agreement. as the case may be. to be granted or taken by the holders of the Certificates. 

(d) Any provision in the Trust Agreement expressly recognizing or granting rights in and to the 
Insurer may not be amended in any manner that arrccts the rights or the Insurer without the prior \\Tittcn consent of 
the lnsurer. 

(e) \\~1cncver the ~.:onsent of the Owners is required pursuant to the provisions of the Trust 
Agreement. the Insurer's consent will also be required. 

(f) Any reorganization or liquidation plan with respect to the District must be acceptable to the 
Insurer. In the event or any reorganization or liquidation, the Insurer will have the right to vote on behalr or all 
Owners who hold Certilieates guaranteed by the Insurer (so long as the Insurer is not in dcnllllt of its obligations 
under the Policy). 
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(g) Payment Procedures Under the lnsurann· Policy. 

(i) At least two (2) Business Days prior to each payment date on the Obligations. the Trustee 
will determine whether there will be sufficient funds to pay all principal of and interest on the Obligations 
due on the related payment date and will immediately notify the Insurer or its designee on the same 
l3usiness Day by telephone or electronic maiL confirmed in writing by registered or certified maiL of the 
amount of any deficiency. Such notice will spccil)' the amount of the anticipated deficiency. the 
Certificates to which such deficiency is applicablt: and whdher SlH.:h Certificates will be deficient <IS to 
principal or interest or both. If the deficiency is made up in \\'hole or in part prior to or on the payment date. 
the Trustee will so notify the Insurer or its designee. 

' 
(ii) The Trustee will. ahcr giving notice to the Insurer as provided above. make available to 

the Insurer and. at the Insurer's direction. to any Fiscal Agent. the registration books of the District 
maintained by the Trustee and all records relating to the funds maintained under the Documentation. 

(iii) The Trustee will provide the Insurer and any Fiscal Agent with a list of registered ov.mers 
of Certificates entitled to receive principal or interest payments from the Insurer under the terms of the 
Policy. and will make arrangements with the Insurer. the Fiscal Agent or another designee of the Insurer to 
(i) mail checks or dratls to the registered owners of Ccrtific:1tes entitled to receive full or partial interest 
payments from the Insurer and (ii) pay principal upon Certificates surremlered to the Insurer. the Fiscal 
Agent or another designee of the Insurer by the registered owners of Certillcates entitled to receive full or 
partial principal payments from the Insurer. 

(iv) ll1e Trustee wilL at the time it provides notice to the Insurer of any deficiency pursuant 
to (i) above. notify registered owners of Certificates entitled to receivt.: the payment of principal or interest 
thereon from the Insurer (A) as to such deficiency and its enlitlemcnt to receive principal or interest, as 
applicable. (B) that the Insurer will remit to them all or a part of the interest payments due on the related 
payment date upon proof of its entitlement thereto and delivery to the lnsurcr or any Fiscal Agent, in form 
sati~f11ctory to the Insurer. of an appropriate assignment of the registered owner's right to payment, (C) that. 
if they are entitled to receive partial payment of principal from the Insurer. they must surrender the related 
Certificates for paYment lirst to the Trustee. which wi II note on such Certificates the portion of the principal 
paid by the Trustee and second to the Insurer or its designee. together with an appropriate assignment, in 
form satisfactory to the Insurer. to penni! ownership of such Certificates to be registered in the name of the 
Insurer. which will then pay the unpaid portion of principal. and (D) that. if they are entitled to receive full 
payment of principal lhllll the Insurer, they must surrender the related Certificates for payment to the 
Insurer or its designee, rather than the Trustee. together with the an appropriate assignmel1t. in form 
satisfactory to the Insurer. to permit mvnership of such Certilkatcs to be registered in the name of the 
Insurer. 

(v) In addition. if the Trustee has notice that any holder of the Certificates has been required 
to disgorge payments or principal or inten:st on the Certificates previously Due for Payment (as defined in 
the Insurance Policy) pursuant to a Jlnal non-appealable order by a court of competent jurisdiction that such 
payment constitutes an avoidable preference to such holder within the meaning of any applicable 
bankruptcy lawS. then the Trustee wjll notify the Insurer or its designee of such t;Jct by telephone or 
electronic notice. confirmed in writing by registered or certitled mal I. 

(vi) The Tmstee has been irrevocably designnted. appointed. directed and authorized to act as 
attorney-in-fact for hol(lcrs of the Certificates as follows: 

(A) If and to the extent there is a deficiency in amounts required to pay interest on 
the Certificates. the Trustee will (a) execute and deliver to the Insurer. in form sntisntctory to the 
Insurer. an instrument appointing the Insurer as agent for such holders in any legal proceeding 
related to the payment of such interest and an Jssignment to the Insurer of the claims for interest 
to which such deficiency relates and which are paid by the Insurer. (b) receive as designee of the 
respective holders (and notas Trustee) in accordance with the tenor of the Policy payment from 
the Insurer with respect to the claims for interest so assigned. and (c) disbmse the same to such 
respective holders: and 

(B) If and to the extent of a deficiency in ftmounts required to pay principal or the 
Certificates. the Trustee will (a) execute and deliver to the Insurer. in form satisfactory to the 
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Insurer, an instrument appointing the Insurer as agent for such holder in any legal proceeding 
related to the payment of such principal and an assignment to the Insurer of the Obligation 
surrendered to the Insurer in an amount equ<JI to the principal amount thereof as has not 
previously been paid or for which moneys are not held by the Trustee and ;1vailabk for such 
payment (but such assignment will be delivered only if payment from the Insurer is received). (b) 
receive as designee of the respective holders (and not as Trustee) in accordance with the tenor of 
the Policy payment theref()re from the Insurer, and (c) disburse the same to such holders. 

(vii) Payments with respect to claims !()r interest on and principal of Certificates disbursed by 
the Trustee from proceeds of the Policy will not be considered to discharge the obligation of the District 
with n:spect to such Certificates. and the Insurer will become the owner of such unpaid Oblig:1tion and 
clai1ns for the interest in accordance with the tenor t)f the assignment made to it under the provisions of this 
subsection or othet"\visc. 

(viii) Irrespective of whether any such assignment is executed and delivered. the District and 
the Trustee lwve agreed lOr the benefit of the Insurer that: 

(A) they recognize that t6 the extent the Insurer makes payments directly or 
indirectly (e.g., by paying through the Trustee). on account of principal of or interest on the 
Certilicates. the insurer will be subrogated to the rights of such holders to receive the amount of 
such principal and interest from the District. with interest thereon as provided and solely from the 
sources stated in this Agreement and the Certificates: and 

(B) they will accordingly pay to the Insurer the amount of such principal nnd 
interest. with interest thereon as provided in herein and the Certificates. but only from the sources 
and in the manner provided herein tOr the payment of principal of and interest on the Certificates 
to holders. and will otherwise treat the Insurer as the owner of such rights to the amount of such 
principal and interest. · 

TilE ASSIGNMENT AGREEMENT 

The Assignment Agreement provides for the transfer. assignment and setting over by the Corporation to the 
Trustee. for the benefit ufthe Owners of Certificates. all of the Corporation's rights under the Lease (excepting only 
the Corporation's rights to recover attorneys· fees and expenses in the event the Corporation is a non-defaulting 
party to n Lc<lse after a default). including, without limitation, ( l) the right to receive and collect all or the Lease 
Payments,. Additional Payments. Prepayments and Reserve Replenishment Rent from the District under the Lease; 
(2) the right to receive and collect any proceeds of any insurance !naintained pursuant to the Lease. or any 
condemnation award rendered with respect to the Prop~rty or any lease of the Property in the event of a de!:nJlt by 
the District under the Lease: (3) the right to take all actions and give all consents under the Lease: (4) the right to 
exercise such rights and remedies conferred on the Corporation under the Lease as may be necessary or convenient 
(a) to enforce payment of the Lease Payments. Additional Payments. Prepayments. Reserve Replenishment Rent, 
and any other amounts required to be deposited in the Lease Paym.cnt Fund. the Prepayment Fund. the Reserve 
Fund. the Net Proceeds Fund or any other fund established under the Tru~t Agreement. or (b) otherwise to protect 
the interests of the Corporation in the event of a default by the District under the Lease; and (5) the right of the 
Corporation to receive rentals in excess of Lease Payments as compensation for re-letting the Property upon events 
of default under the Lease. The Trustee accepts such assignment for the bene lit of the Owners of the Certificates. 
subject to the provisions oft he Trust Agreement. 

THE SITE LEASE 

Pursuant to the Site Le~se. the District. as lessor. leases to the Corporation. as lessee. right. title and interest 
in the Property. The term of the Site Lease will commence as of the date of the Lease to the Site Lease and will 
remain in effect until the expiration of the term of such Lease. The Property will be simultaneously leased back to 
the District under the Lease. and title will remain in the District. 
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APPENDIX B 

PROPOSED FORM OF OPINION OF SPECIAL COUNSEL 

Governing Board 
Live Oak School District 
Santa Cruz, California 

June 30. 2009 

$11,998,973.65 
CERTIFICATES OF I' ARTICIPA TION 

(2009 Financing Pro_ject) 
Evidencing the Fractional Interests ofthe 
Owners Thereof in Lease Payments to be 

Made. by the 
LIVE OAK SCHOOL DISTRICT 

Members of the Governing Board: 

We have examined a certiticd copy of the record of the proceedings relative to the execution 
and delivery of $11.998.973.65 principal amount of Certificates of Participation (2009 Financing 
Project). dated the D~tte of Delivery (the "Certificates"), evidencing the fi·actional interests of the 
registered owners thereof in the right to receive certain Lease Payments (as that term is de tined in the 
Trust Ab'TCement hereinafter mentioned) under and pursuant to that certain Lease/Purchase 
Agreement (the ''Lease"), dated as of June I, 2009, between the Live Oak School District (the 
"District") and the Live Oak School District Financing Corporation of California . a nonprofit 
corporation duly organized and existing under and by virtue of the laws of the State of California (the 
"Corporation"), all of which right to receive such Lease Payments has been assigned without 
recourse by the Corporation to U.S. Bank National Association, a national banking association duly 
organized and existing under the laws of the United States of America, as trustee (the "Trustee''), 
pursuant to the Trust Agreement, dated as of June l, 2009. by and among the District, the 
Corporation and the Trustee (the "Trust Agreement'.'), which Certificates have been executed by the 
Trustee pursuant to the terms of the Trusi Agreement. 

As to questions of fact material to our opinion, we have relied upon the certified proceedings 
and other certifications of public officials furnished to us withoLII undertaking to certify the same hy 
independent investigation. 

ln our opinion. such proceedings show lawful authority for the execution and delivery by the 
District of the Trust Agreement and the Lease under the laws of the State of California now in Ioree. 
and the Lease and the Trust Ab'Teemcnt have been duly authorized. executed and delivered by the 
District and, assuming due authorization. execution and delivery by the Trustee and the Corporation 
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Governing Board 
.June 30, 2009 
Page 2 

as appropriate. arc valid and binding obligations of the District, enforceable against the District in 
accordance witlrthcir respective terms. The Certificates. assuming due execution and delivety by the 
Trustee, arc entitled to the benefits of the Trust Agreement. The obligation of the District to make 
the Lease Payments under the Lease docs not constitute a debt of the District or the State of 
California, or of any political subdivision thereof. within the meaning of any constitutional debt limit 
or restriction, docs not violate any statutory debt limitation, and docs not constitute an obligation for 
which the District is obligated to levy or pledge any form of taxation or for which the District has 
levied or pledged any form of taxation. 

We arc further of the opinion that under existing statutes, regulations, rulings and judicial 
decisions, the portion of each Lease Payment constituting interest with respect to the Certificates is 
excluded from gross income for federal income tax purposes and is not an item of tax preference for 
purposes of calculating the federal alternative minimum tax imposed on individuals and corporations. 
It should be noted that, with respect to corporations. the portion of each Lease Payment constituting 
interest with respect to the Certificates is not included as an adjustment in the calculation of 
alternative minimum taxable income. 

We arc further of the opinion that the portion of each Lease Payment constituting interest 
(and original issue discount) with respect to the Certificates is exempt fi·om State of California 
personal income tax. 

We arc further of the opinion that the difference between the issue price of a Certificate (the 
first price at which a substantial amount of the Certificates of a maturity is to be sold to the public) 
and the stated redemption price at maturity with respect to such Certificates constitutes original issue 
discount. Original issue discount accrues under a constant yield method, and original issue discount 
will accrue to a Cenificatcowner before receipt of cash attributable to such excludable income. The 
amount of original issue discount deemed received by a Ccrti1icateowncr will increase the 
Ccrtificateowner's basis in the applicable Certificate. Original issue discount that accrues to the 
Cerlificatcowner is excluded Ji·01n the t,>ross income of such owner for federal income tax purposes, 
is not an item of tax preference for purposes of the federal alternative minimum tax imposed on 
individuals and corporations, and is exempt hom State of California personal income tax. 

The opinions expressed hct'cin may be affected by actions taken (or not taken) or events 
occurring (or not occurring) alier the date hereof. We have not undertaken to determine. or to inform 
any person, whether any such actions or events are taken or do occur. The Trust Agreement and the 
Tax Certificate permit certain actions to be taken or to be omitted if a favorable opinion of Special 
Counsel is provided with respect' thereto. No opinion is expressed herein as to the effect on the 
exclusion hom gross income of interest (and original issue discount) for federal income tax purposes 
with respect to any Certificate if any such action is taken or omitted based upon the advice of counsel 
other than ourselves. Other than expressly stated herein. we express no opinion regarding tax 
consequences with respect to the Ccrt ificates. 

n1e opinions expressed herein as to the exclusion from s~·oss income of the p01tion of each 
Lease Payment constituting interest (and original issue discount) with respect to the Certificates arc 
based upon ccttain representations of lc1ct and certifications made by the District and others and arc 
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subject to the condition that the District complies with all requirements of the Internal Revenue Code 
of 1986. as amended (the "Code .. ), that must be satislied subsequent to the execution and delivery of 
the Certificates to assure that such portion of each Lease Payment constituting interest (and original 
issue discount) with respect to the Certificates will not become includable in gross income for ICderal 
income tax purposes. Failure to comply with such requirements of the Ccide might cause the portion 
of each Lc~sc Payment constituting interest (and original issue discount) with respect to the 
Ccrtilicates to be included in gross income for federal income tax purposes retroactive to the date of 
execution and delivery of the Cc11ilicates. The District has covenanted to comply with all such 
requirements. 

With respect to the opin1ons expressed herein. the rights and obligations under the 
Certilicatcs, the Lease and the Trust At,'feemcnt arc subject to bankruptcy, insolvency, moratorium 
and other laws affecting the enforcement of creditors' rights, to the application of equitable principles 
if equitable remedies arc sought, to the exercise of judicial discretion in appropriate cases and to the 
limitations on legal remedies against public agencies in the State ofCalitornia. 

Respectfully submitted, 

STRADLING YOCCA CARLSON & RAUTH 
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Governing Board 
Live Oak School District 
Santa Cruz, California 

Vavrinek, Trine, Day & Co., LLP 
VALUE THE DIFFERENC 

Certified Public Accounta.nts 

INDEPEJ',;"DENT AUDITORS' REPORT 

We have audited the accompanying fmancial statements ofthe governmental activities, each major fund, and the 
aggregate remaining fund information of the Live Oak School District (the "District") as of and for the yeaT ended 
June 30, 2008, which collectively comprise the District's basic Jinancial statements as listed in the table of 
contents. These financial statements arc the responsibility of the District's management. Our responsibility is to 
express opinions on these financial sLatcmcnts based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United SLates of America; 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and Standards and Procedures for Audits of California K-12 Local 
Educational Agencies 2007-08 issued by the California Education Audit Appeals Panel as regulations. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
sLatements are free of material missLatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall rmancial 
statement presenLation. We believe that our audit provides a reasonable basis for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each major fund, and the aggregate remaining fund information 
of the Live Oak School District, as of June 30, 2008, and the respective changes in fmancial position, where 
applicable, thereof for the year then ended in conformity with accounting principles generally accepted in the 
United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated December 15, 2008, on 
our consideration of the District's internal control over financial reporting and on our tests of its compliance with 
certain provisions of Jaws, regulations, contracts, and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on the internal contro!'over financial repmting or on 
compliance. That report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be considered in conjunction with this report in considering the results of our audit. 
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The required supplementary information, such as management's discussion and analysis and budgetary 
comparison information, is not a required part of the basic financial statements, but is supplementary information 
required by the accounting principles generally accepted in the United States of America_ We have applied 
certain limited procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the required supplementary information. However, we did not audit the 
information and express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the District's basic financial statements. The supplementary information listed in the table of contents, 
including the schedule of expenditures of Federal awards which is required by U.S. Office of Management and 
Budget Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations, is presented for 
purposes of additional analysis and is not a required part of the basic financial statements. Such infom1ation has 
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, 
is fairly stated in all material respects in relation to the basic financial statements taken as a whole. 

The unaudited supplementary information listed in the table of contents, including the Combining Statements
Non-Major Governmental Funds and is presented for purposes of additional analysis and is not a required part of 
the basic fmancial statements. Such information has not been subjected to the auditing procedures applied in the 
audit of the basic financial statements and, accordingly, we express no opinion on it 

·J . j . ~ ' 'f v~, ~. d ~to.)~ 
Palo Alto, California 
December 15, 2008 
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LIVE OAK SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION ANDANALYSIS 
JUNE 30, 2008 

INTRODUCTION 

This management discussion and analysis of the Live Oak School District (District) financial performance 
provides an overview of the District's financial activities for the fiscal year ended June 30, 2008. It should be 
read in conjunction with the District's fmancial statements, which follow this section. 

The Management's Discussion and Analysis (MD&A) is an element of the new reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34, Basic Financial Statements- and 
Management's Discussion and Analysis-for State and Local Governments, issued June 1999; and GASB 
Statement No. 37, Basic Financial Statement- and Management Discussion and Analysis-for State and Local 
Governments: Omnibus, an amendment to GASB Statement No. 21 and No. 34, issued in June 2001. 

PROFILE OF THE DISTRICT 

The Live Oak School District (the District) was formed in 1872. The primary goal was and is to provide quality 
education to the residents of the greater Live Oak Area of Santa Cruz County. lbough the town's first students 
were few in number, they were the beginning of an uninterrupted tradition of high quality public education in our 
community. 

The District is comrrritted to perpetuating that excellence through careful plarming for future years, which is the 
cornerstone of district policy and practice. This philosophy is further articulated in the District's mission 
statement: Excellence is Achieved Through a Caring Partnership With Students, Parents, Community and Staff. 

The District is located in a suburban community in Santa Cruz County. The residents are primarily middle class 
and bring a wide variety of labor and professional skills to the county. An increasmg number of families have 
both parents working outside of the home and an increasing number of families have English as a second 
language. 

The District serves a population of about 2,000 students in three K-5 sites (Live Oak Elementary, Del Mar 
Elementary, and Green Acres Elementary), one 6-8 middle school (Shoreline Middle School), one charter high 
school (Cypress Charter High School), and an independent study program (Ocean Alternative). The District also 
runs a large preschool and after school program. The District also sponsors an independent charter school, (Tierra 
Pacifica Charter School). Over a third of the student population is of Hispanic origin. 

Several Live Oak schools have been cited as California Distinguished Schools and often receive other academic 
recognition awards. 

FINANCIAL IDGHLIGHTS 

o Total net assets were $14,344,477 at June 30, 2008. Total assets are $37,673,549 and liabilities are 
$23,420,336. 

o Total governmental funds combined revenues from all funds were $23,126,327, with expenditures of 
$28,057,827. This deficiency of$4,931,506 resulted in a net ending fund balance of$10,164,378. The 
major reason for the decrease in combined fund balance was largely due to capital facility improvements 
expenditures reducing the Building Fund balance. 
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LIVE OAK SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2008 

o The District made the sixth of twelve payments of$260, 743 on its Qualified Zone Academy Bond 
(QZAB). The purpose of the bond was to provide construction money to fund facility improvements. 

o The District's remaining long-term debt, including general obligation bonds of$20,019,986, reflects a 
decrease of $778,387 from the previous year. 

OVERViEW OF FINANCIAL STATEMENTS 

This annual report consists of three parts -management's discussion and analysis (this section), the basic 
financial statements, and required supplementary information. The three sections together provide a 
comprehensive overview of the District. The basic financial statements are comprised of two Jcinds of statements 
that present financial information from different perspectives: 

o Government-wide financial statements, which comprise the first two statements, provide both short
term and longcterm information about the District's overall financial position. 

o Fund financial statements focus on reporting the individual parts of the District operations in more 
detail. The fund financial statements comprise the remaining statements. 

• Governmental funds statements tell how general government services were financed in the short 
term as well as what remains for future spending. · 

• Fiduciary fnnd statements provide information about the financial relationships in which the District 
acts solely as a trustee or agent for the benefit of others, to whom the resources belong. 

The financial statements also include notes that explain some of the information in the statements and provide 
more detailed data. The basic financial statements are followed by a section of required supplementary 
information that further explains and supports the financial statements. 

Government-Wide Statements 

The government-wide statements report information about the District as a whole using accounting methods 
similar to those used by private-sector companies. The statement of net assets includes all of the-government's 
assets and liabilities. All of the current year's revenues and expenses are accounted for in the statement of 
activities regardless of when cash is received or paid. 

The two government-wide statements report the District's net assets and how they have changed. Net assets, the 
difference between the assets and liabilities, are one way to measure the District's financial health or position. 

o Over time, increases or decreases in the District's net assets are an indicator of whether its financial health 
is improving or deteriorating, respectively. 

o To assess the overall health of the District, one needs to consider additional nonfinancial factors such as 
changes in emollment, changes in the property tax base, and changes in program funding by the Federal 
and State governments, and condition of facilities. 

The government-wide financial statements of the District include government activities. Most of the District's 
basic services are included here, such as regular education, food service, maintenance and general administration. 
Revenue limit funding and federal and state grants finance most of these activities. 
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LIVE OAK SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
J1JNE 30, 2008 

Fund Financial Statements 

The fund fmancial statements provide more detailed information about the District's most significant funds-not 
the District as a whole. Funds are accounting devises that the District uses to keep track of specific sources of 
funding and spending for particular programs. Some funds are required to be established by state law and by bond 
covenants. The Board of Trustees establishes other funds to control and manage money for particular purposes or 
to show that the District is meeting legal responsibilities for using certain revenues. The District has two kinds of 
funds: 

o Governmental funds- Most of the District's basic services are included in governmental funds, which 
generally focus on ( 1) how cash and other financial assets that can readily be converted to cash flow in 
and out and (2) the balances left at year-end that are available for spending. Consequently, the 
governmental funds statements provide a detailed short-term view that helps you determine whether there 
are more or fewer financial resources that can be spent in the near future to finance the District's 
programs. Because this information does not encompass the additional long-term focus of the 
government-wide statements, we provide additional information at the bottom of the government funds 
statements that explain the relationship (or differences) between them. 

o Fiduciary funds- the District is the trustee, or fiduciary, for assets that belong to others; for the district, 
the student body activities fund is an agency fund. The District Is responsible for ensuring that assets 
reported in these funds are used only for their intended purposes and by those to whom the assets belong. 
All of the District's fiduciary activities are reported in a separate statement of fiduciary net assets. We 
exclude these activities from the government-wide fmancial statements because the-District cannot use 
the assets to finance its operations. 
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LIVE OAK SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2008 

FINANCIAL ANALYSIS OF THE ENTITY AS A WHOLE 

Net Assets 

The District's combined net assets were $14,344,477 at June 30,2008. See Table 1. 

Table 1 -Net Assets 

Governmental Activities 
2008 2007 

Assets 
Cash and Investments $ 9,041,192 $ 14,694,954 

Accounts Receivable 1,847,210 1,753,279 
Deferred Charges 322,623 340,609 
Other Current Assets - 2,619 
Capital Assets, Net of 

Accumulated Depreciation 26,553,788 20,455,917 

TOTAL ASSETS 37,764,813 37,247,378 

Liabilities 
Accounts Payable 561,113 963,534 
Interest Payable 788,208 511,436 
Deferred Revenue 162,911 391,440 
Long-Term Debt 21,908,104 22,686,491 

TOTAL LIABILITIES 23,420,336 24,552,901 

Net Assets 
Invested in Capital Assets, Net 

of Related Debt 5,311,235 4,786,864 
Restricted 5,960,123 5,677,467 
Unrestricted 3,073,119 2,230,146 

TOTAL NET ASSETS $ 14,344,477 $ 12,694,477 

General Budget Comparison Schedule 

Total 
Percentage 

Change 
2008-2007 

38.5% 
-5.4% 
5.3% 

100.0% 

-29.8% 
-1.4% 

-41.8% 
54.1% 

-58.4% 
-3.4% 
-4.6% 

11.0% 
5.0% 

37.8% 
13.0% 

The District's final budgeted total revenues increased $988,580 over the original budget. The major contributors 
were other state revenues and other local revenues. 

The final budget of all programs and services was $1 ,968,925 greater then estimated in the original budget. The 
District's expenses are predominately related to educating and caring for students (81% ). Administrative 
activities accounted for just 9% of total costs. The remaining expenses were for plant services (maintenance and 
operations), community services, ancillary services, and other outgo. 
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LIVE OAK SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2008 

Table 2 -,Original and Final General Fund Budget Changes 

Governmental Activities 

Revenues 
Revenue Limit Sources 
Federal Revenues 
State Revenues 
Local Revenues 

TOTAL REVENUES 

Expenditures · 
Instruction 
Instruction-Related Services 
Pupil Services 
General Administration 

· Plant Services 
· Ancillary Services 

Community Services 
Other Outgo 

TOTAL EXPENSES 

Excess (Deficiency) Before Transfers 

Other Uses 
INCREASE IN NET ASSETS 

Governmental Activities 

Table 3 presents the revenues of the District by source. 

Revenue Limit Sources 
Federal Sources 
Other State Sources 
Other Local Sources 
TOTAL 

7 

Original Final 

$ 10,665,757 $ 10,683,574 
1,070,859 1,300,574 
2,627,693 2,982,708 
1,249,627 1,635,660 

15,613,936 16,602,516 

9,385,501 10,805,981 
2,251,006 2,646,711 

632,268 652,106 
1,350,710 1,398,590 
1,325,569 1,579,625 

193,252 29,284 
55,558 57,212 
17,748 11,028 

15,211,612 17,180,537 

402,324 (578,021) 

{134,240) (58,000l 
$ 268,084 $ (636,021) 

Total Revenues 
2008 

$ 11,453,717 
1,502,540 
5,039,797 
5,130,273 

$ 23,126,327 

2007 
$ 11,251,443 

1,504,014 
4,888,528 
5,669,620 

$ 23,313,605 

Total 
Percentage 

Change 

-0.2% 
-17.7% 
-11.9% 
-23.6% 

-6.0% 

-13.1% 
-15.0% 

-3.0% 
-3.4% 

-16.1% 
559.9% 

-2.9% 
60.9% 

-11.5% 

-169.6% 

131.4% 
-142.2% 

Total 
Percentage 

Change 
1.8% 

-0.1% 
3.1% 

-9.5% 
-0.8% 



LIVE OAK SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2008 

Total revenues for the District reflect a net change of 0.8%. Revenue limit sources contributed an overall change 
with about a 1.8%. Federal revenue changes were due to the District receiving slightly less revenue allocations in 
the Title ill, Title V and Child Development programs. State revenue adjustments were due to the District not 
receiving mandated cost reimbursements in the current year. Local revenue decreased by 9.5%. The largest 
contributors to this decrease were the reduction in local contributions and interest revenue. 

The cost of all governmental activities this year was $21,476,327. 

Table 4 presents the cost of each of the District's functions as well as each function's net cost (total· cost less fees 
generated by the activities and intergovernmental aid). The net cost reflects what was funded by charges for 
services, operating grants.and capital grants and contributions. 

Table 4- Net Cost of Governmental Activities 

Total Cost of Services Net Cost of Services 
2008" 2007 2008 2007 

Instruction $ 12,475,569 $ 12,208,419 $ 9,246,171 $ 9,159,210 
Instruction-Related Service 3,056,194 2,974,089 1,865,818 1,667,696 
Pupil Services 1,239,548 1,143,125 384,396 341,108 
General Administration 1,497,677 1,434,204 1,289,691 1,274,714 
Plant Services 1,907,610 1,874,693 1,372,447 1,602,097 
Ancillary Services 25,743 40,251 24,583 21,248 
Community Services 57,652 112,483 57,652 112,483 
Interest on Long Term Debt 1,208,559 780,690 1,208,559 780,690 
Other 7,775 331,506 (17,995~ 241,608 
TOTAL $ 21,476,327 $ 20,899,460 $ 15,431,322 $ 15,200,854 

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS 

The District had an overall decrease in fund balance of$4,931,500, however the majority of that was in the 
Building Fund due to the use of previous years' bond proceeds to complete on-going construction, which was an 
overall deficit of$6,397,914. The General Fund had an increase to the fund balance of$839,357. The District's 
ability to manage costs while in declining enrollment allowed for the positive financial performance in the 
General Fund. 

General Fund Budgetary Highlights 

Over the course of the year, the District revises its annual budget to reflect unexpected changes in revenues and 
expenditures. The final amendment to the budget was approved in May 2008. A schedule of the District's 
original and final budget amounts compared with actual revenues and expenses is provided in the supplemental 
section of the audited financial report. 
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LIVE OAK SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2008 

CAPITAL ASSETS At'<'D DEBT ADMINISTRATION 

Capital Assets 

At June 30, 2008, the District had invested $26,553,788, net of accumulated depreciation, in a broad range of 
capital assets, including land, buildings and improvements, equipment and vehicles. See Table 5. More detailed 
information about the District's capital assets is presented in the notes to the financial statements. 

Table 5 - Capital Assets 

Total 
Percentage 

Governmental Activities Change 
2008 2007 2008-2007 

Land $ 4,846,212 $ 4,846,212 0.0% 
BUildings 23,865,250 16,676,809 43.1% 
Machinery and Equipment 219,415 220,135 -0.3% 
Work In Progress 1,304,227 1,869,337 -30.2% 
Total Capital Assets 30,235,104 23,612,493 28.0% 

Accumulated Depreciation {3,681,316) {3, 156,576) 16.6% 
NET CAPITAL ASSETS $ 26,553,788 $ 20,455,917 29.8% 

Long-Term Obligations 

At year end, the District bad $21,908,104 in debt, consisting of General Obligation Bond, QZAB, and other long
term debt, as shown in Table 6. More detailed information about the District's debt is presented in the notes to 
the financial statements. 

Table 6- Long-Term Obligations 

Total 
Percentage 

Governmental Activities Change 
2008 2007 2008-2007 

General Obligation Bonds $ 20,019,986 $ 20,548,045 -2.6% 
Bond Premium 223,685 235,557 -5.0% 
Compensated Absences 99,973 77,686 28.7% 
Other General Long-Term Debt 1,564,460 1,825,203 -14.3% 
TOTAL LONG-TERM DEBT $ 21,908,104 s 22,686,491 -3.4% 
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LIVE OAK SCHOOL DISTRICT 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2008 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

At the time these fmancial statements were prepared and audited, the District was aware of several circumstances 
that could affect its future fmancial health: 

D The uncertainty of federal and state funding can have a profound impact on the financial health of the 
District We are expecting reduced revenues in 2009-2010 and possible mid-year cuts in 2008-2009. 

D The continuing increases in premiums for health care insurance and worker's compensation could have a 
significant effect on the future financial health of the District. The 2008-2009 premiums for health 
insurance increased by 17% in the PPO plan and 6% in the HMO plan over the 2007-2008 premiums. 
Health care premiums are predicted to continue to increase into the foreseeable future. The worker's 
compensation rate remained stable. 

D The budget assumption~ used to prepare the budget for 2008-2009 included a 0% cost of living allowance 
(COLA), a growth factor of 0% and certificated salary step and column increase of 2%. The district is 
continuing to experience declining enrollment. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, parents, participants, investors and creditors 
with a general overview of the District's finances and to demonstrate the District's accountability for the money it 
receives. If you have questions about this report, or need additional financial information, contact the District 
Business Office, Live Oak School District, .984-1 Bostwick Lane, Santa Cruz, California, 95062. 
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LIVE OAK SCHOOL DISTRICT 

STATEMENT OF NET ASSETS 
JUNE 30, 2008 

Assets 

Deposits and investments 
Receivables 
Deferred charges 
Capital assets not being depreciated 
Capital assets being depreciated 
Less: Accumulated depreciation 

Total assets 

Liabilities 
Accounts payable 
Interest payable 
Deferred revenue 
Current portion of long-term obligations 
Noncurrent portion of long-term obligations 

Total liabilities 
Net Assets 

Invested in capital assets, net of related debt 
Restricted for: 

Debt service 
Capital projects 
Special revenue 
Legally restricted 

Unrestricted 
Total net assets 

The accompanying notes are an integral part of these financial statements. 
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Governmental 
Activities 

$ 9,041,192 
1,847,210 

322,623 
6,150,439 

24,084,665 
(3,681,316) 
37,764,813 

561,113 
788,208 
162,911 
967,588 

20,940,516 
23,420,336 

5,311,235 

611,562 
3,477,967 

889,784 
980,810 

3,073,119 
$ 14,344,477 



LIVE OAK SCHOOL DISTRICT 

STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2008 

Functions/Programs Expenses 

Governmental activities: 

Program Revenues 

Charges for Operating 

Services and 

Sales 

Grants and 

Contributions 

Instruction $ 12,475,569 $ 15,848 $ 3,213,550 $ 

Instruction related activities: 

Supervision of instruction 

Instructional librazy, media and technology 

School site administration 

Pupil services: 

Home-to-school transportation 

Food services 

AIJ other pupil services 

General administration: 

Data processing 

All other general administration 

Plant services 

·Ancillary services 

Community services 

Interest on long-term debt 

Other outgo 

Total governmental-type activities 

812,663 

394,119 

1,849,412 

181,177 

581,724 

476,647 

28,913 

1,468,764 

1,907,610 

25,743 

57,652 

I ,208,559 

7,775 

$ 21,476,327 $ 

3,249 

480 

1,824 

153,836 

(30) 

5,893 

14,608 

4,848 

200,556 . $ 

Genera] revenues and subventions: 

Property taxes, levied for general purposes 

· Property taxes, levied for debt service 

Taxes levied for other specific purposes 

507,956 

246,262 

430,605 

156,685 

385,509 

159,152 

202,093 

320,526 

1,160 

20,922 

5,644,420 

Federal and State aid not restricted to specific purposes 

l~teresl and investment earnings 

Miscellaneous 

Subtotal, general revenues 

Change in net assets 

Net assets - beginning 

Prior period adjustment 

Net assets - ending 

The accompanying notes are an integral part of these fmancial statements. 
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$ 

Net (Expenses) 

Revenues and 

Changes in 

Net Assets 

Governmental · 

Activities 

(9,246,171) 

(301,458) 

(147,377) 

(1,416,983) 

(24,492) 

(42,379) 

(317,525) 

(28,913) 

(l ,260,778) 

(1,572,476) 

(24,583) 

(57,652) 

(I ,208,559) 

17,995 

(15,631,351) 

2,132,053 

1,374,156 

683,741 

10,611,301 

363,220 

2,116,880 

17,281,351 

1,650,000 

12,740,837 

(46,360) 

14,344,477 



LIVE OAK SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
BALANCE SHEET 
JUNE 30, 2008 

Child Capital Non Major Total 

General Development Building Facilities Governmental Governmental 

Fund Fund Fund Fund Funds Funds 

ASSETS 

Deposits and investments $ 2,054,891 $ 225,396 $ 1,757,315 $ 1,137,538 $ 3,866,052 $ 9,041,192 

Receivables I ,503,991 169,103 174,116 1,847,210 

Due from other funds 204,281 2,600 900,000 1,106,881 

Total assets $ 3,763,163 $ 394,499 $ 1,759,915 $ 2,037,538 $ 4,040,168 $ 11,995,283 

LIABILITIES AND 

FUND BALANCES 

Liabilities: 

Accounts payable s 250,125 $ 10,182 $ 294,337 $ $ 6,469 $ 561,113 

Due to other funds 2,600 119,429 900,000 84,852 1,106,881 

Deferred revenue 20,309 140,781 1,821 162,911 

Totnlliabilitics 273,034 270,392 1,194,337 93,142 1,830,905 

Fund Balance.<;:: 

Reserved for: 

Legally restricted 936,485 31,796 968,281 

Other reservations 3,900 400 8,229 12,529 

Unreserved: 

Designated 659,790 36,951 696,741 

Undcsignated, reported in: 

General fund 1,889,954 1,889,954 

Special revenue funds 123,707 1,352,474 1,476,181 

Debt service funds 1,077,147 1,077,147 

Capital projects funds 565,578 2,037,538 1,440,429 4,043,545 

Total fund balance 3,490,129 124,107 565.578 2,037,538 3,947,026- 10,164,378 

Total Liabilities and 

Fund Balances $ 3,763,163 $ 394,499 $ 1,759,915 $ 2,037,538 $ 4,040,168 $ 1 1,995,283 

The accompanying notes arc an. integral part of these financial statements. 
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LIVE OAK SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET ASSETS 

JUNE 30, 2008 

Amounts Reported for Governmental Activities in the Statement of 
Net Assets are Different Because: 

Total Fund Balance- Governmental Funds 
Capital assets used in governmental activities are not financial resources and, 
therefore, are not reported as assets in governmental funds. 

The cost of capital assets is 
Accumulated depreciation is 

Expenditures relating to issuance of debt are expensed as paid in the 
governmental funds, but they are capitalized in the statement of net assets and 
amortized to operations in the statement of activities over the life of the 
related debt. 

In the governmental funds, interest on long-term debt is recognized in the 
period when it is paid. On the government-wide statements, interest on long
term debt is recognized as it accrues. 

Long-term liabilities, including bonds payable, are not due and payable in the 
current period and, therefore, are not reported as liabilities in the 
governmental funds. 

Long-term liabilities at year end consist of: 
Bonds payable and premium 
Compensated absences (vacations) 
QZAB loan 

Total Net Assets- Governmental Activities 

The accompanying notes are an integral part of these financial statements. 
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$30,235,104 
(3,681,316) 

(20,243,671) 
{99,973) 

$ 10,164,378 

26,553,788 

322,623 

(788,208) 

(1,564,460) (21,908,104) 
$ 14,344,477 



LIVE OAK SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
STATEMENT OF REVENUES, EXPENDITURES AND 
CHANGES IN FUND BALANCE 

FOR THE YEAR ENDED JUNE 30, 2008 

Child Capital Non major Total 

General Development Building Facilities Governmental Governmental 

Fund Fund Fund Fund Funds Funds 

REVENUES 

Revenue limit sources $ 10,717,332 $ $ $ $ 736,385 $ 11,453,717 

Federal sources 1,105,612 3,304 393,624 1,502,540 

Other state sources 3,365,346 1,466,688 207,763 5,039,797 

Other local sources 1,877,026 580,171 151,486 718,195 1,803,395 5,130,273 

Totnl Revenues 17,065,316 2,050,163 151,486 718,195 3,141,167 23,126,327 

EXPENDITURES 

Current 

Instruction 10,368,5% 1,264,891 520,463 12,153,950 

Instruction related activities: 

Supervision of instruction 721,440 69,497 790,937 

Instructional library, media and 

technology 383,627 383,627 

School site administration 1,252,641 421,152 125,116 1,798,909 

Pupil Services: 

Home~to school transportation 176,117 176,117 

Food services 370 565,494 565,864 

All other pupil services 463,555 403 463,958 

General administration: 

Data processing 28,143 28,143 

All other generdl administration 1.252,705 109,429 1,788 52,073 1,415,995 

Plant services 1,433,820 2!4,514 154,779 1,803,113 

Facility acquisition and construction 6,549,400 78,645 44,437 . 6,672,482 

Ancillary services 22,431 3,312 25,743 

Community services 56,739 56,739 

Other outgo 7,775 7,775 

Debt service 

Principal 840,743 840,743 

Interest and other 873,732 873,732 

Total Expenditures !6,167,959 2,079,483 6,549,400 80,433 3,180,552 28,057,827 

Excess (deficiency) of 

revenues over expenditures 897,357 (29,320) (6,397,914) 637,762 (39,385) (4,931,500) 

Other Financing Sources (Uses): 

Transfers in 58,000 58,000 

Transfers out (58,000) (58,000) 

Net Financing Sources (Uses) (58,000) 58,000 

NET CHANGE IN FUND BALANCES 839,357 (29,320) (6,397,914) 637,762 18,615 (4,931,500) 

Fund Balance- Beginning 2,697,132 153,427 7,163,521 1,399,776 3,928,41 I 15,342,267 

Prior Period Adju ... tment (46,360) (200,029) (246,389) 

Fund Balance- Ending $ 3,490,129 $ 124,107 s 565,578 $ 2,037,538 $ 3,947,026 $ 10,164,378 

The accompanying notes are an integral part of these financial statements. 
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LIVE OAKSCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT 
OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCES 
TO THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2008 

Amounts Reported for Governmental Activities in the Statement of 
Activities are Different Because: 

Total Net Chnge in Fund Balances- Governmental Funds 

Capital outlays to purchase or build capital assets are reported in governmental funds as 
expenditures, however, for governmental activities, those costs are shown in the statement of 
net assets and allocated over their estimated useful lives as annual depreciation expenses in 
the statements of activities. 

This is the amC>unt by which depreciation is exceeded by capital outlays in the period 
Depreciation expense 
Capital outlays 

Repayment of bond principal is an expenditure in the governmental funds, but it reduces 
long-term liabilities in the statement of net assets and does not affect the statement of 
activities. 

Amortization of bond premium is a revenue source in the statement of activities, but is not 
recognized in the governmental funds. 

Accretion of interest on capital appreciation bonds is recorded as an expense in the 
government-wide statement of activities, but is not recorded in the governmental funds 

Repayment of QZAB bond principal is an expenditure in the governmental funds, but it 

reduces long-term liabilities in the statement of net asset' and does not affect the statement of 
activities. 

Compensated absences are measured by amounts earned during the year in the statement of 
activities. In the governmental funds, these items are measured by the amounts actually paid. 
Vacation accruals exceeded amounts used during the year. 

Bond issuance costs are an expenditure in the governmental funds, but are recqrded as 
a prepaid expense and amortized to operations in the statement of activities. 

Interest on long-term debt in the statement of activities dillers from the amount reported in the 
· governmental funds because interest is recorded as an expenditure in the governmental funds 

when paid, and thus requires the use of current financial resources. In the statement of 
activities, however, interest expense is recognized as the interest accrues, regardless of when 
it is due. 

Change in Net Assets of Governmental Activities 

The accompanying notes are an -integral part of these fmancial statements. · 
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$ (524,740) 
6,622,611 

$ (4,931,500) 

6,097,871 

580,000 

11,872 

(51,941) 

260,743 

(22,287) 

(17,986) 

(276,772) 
$ 1,650,000 



LIVE OAK SCHOOL DISTRICT 

FIDUCIARY FUND 
STATEMENT OF NET ASSETS 
JUNE 30, 2008 

ASSETS 
Deposits and investments 

Total assets 

LIABILITIES 
Due to student groups 

Total liabilities 

The accompanying notes are an integral part of these financial statements. 
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$ 
$ 

$ 

$ 

Agency 
Fonds 

30,687 

30,687 

30,687 

30,687 



LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2008 

NOTE 1 - SUMMARY OF SIGNIF1CANT ACCOUNTING POLICIES 

Financial Reporting Entity 

The Live Oak School District was organized in 1872 under the laws ofthe State of California. The District 
operates under a locally-elected five-member Board form of government and provides educational services to 
grades !Gndergarten through eighth as mandated by the State and/or Federal agencies. The District operates three 
elementary schools, one middle school, one alternative education center, and a preschool child development 
program. 

A reporting entity is comprised of the primary government, component units, and other organizations that are 
included to ensure the fmancial statements are not misleading. The primary government of the District consists of 
all funds, departments, boards, and agencies that are not legally separate from the District. For the Live Oak 
School District, this includes general operations, food service, and student related activities of the District. 

Component Unit 

Component units are legally separate organizations for which the District is fmancially accountable. Component 
units may include organizations that are fiscally dependent on the District in that the District approves their 
budget, the issuance of their debt or the levying of their taxes. In addition, component units are other legally 
separate organizations fm: which the District is not fmancially accountable but the nature and significance of the 
organization's relationship with the District is such that exclusion would cause the District's financial statements 
to be misleading or incomplete. The District has no component units. 

Charter School 

The District has approved Charters for Cypress Charter School and Tierra Pacifica Charter School pursuant to 
Education Code 47605. The Cypress Charter School is operated by the District and its financial activities are 
presented in the Charter School Special Revenue Fund. The Tierra Pacifica Charter School.is independent of the 
District. The District receives revenue on behalf of the Tierra Pacifica Charter ScJJOol, which it passes on to the 
Charter. The Tierra Pacifica Charter School pays an administrative fee to the District for certain administrative 
services. The Tierra Pacifica Charter School financial activity is presented in a separate report provided by the 
Tierra Pacifica Charter School. 

JQint Power-s Agencies and Public Entity Risk Pools 

The District is associated with four group insurance risk pools and one joint powers authority. These 
organizations do not meet the criteria for inclusion as component units of the District. These organizations are: 

Santa Cruz County Schools' Health Insurance Group 
Santa CTU21San Benito County Schools· Insurance C':rroup 
Southern Peninsula Region Property and Liability Insurance Group 
Schools· Excess Liability Fund 
Northern Santa Cruz Special Education Local Plan Area 
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LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2008 

Basis of Presentation- Fund Accounting 

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and accounting 
entity with a self-balancing set of accounts, which are segregated for the purpose of carrying on specific activities 
or attaining certain objectives in accordance with special regulations, restrictions, or limitations. The District's 
funds are grouped into two broad fund categories: governmental and fiduciary. 

Governmental Funds 

Governmental funds are those through which most governmental functions typically are financed. Governmental 
fund reporting focuses on the sources, uses, and balances of current fmancial resources. Expendable assets are 
assigned to the various governmental funds according to the purposes for wlrich they may or must be used. 
Current liabilities arc assigned to the fund from which they will be paid. The difference between governmental 
fund assets and liabilities is reported as fund balance. 

Major Governmental Funds 

General Fund 

. The General Fund is the chief operating fund for all Districts. It is 'used to account for the ordinary operations 
of a District All transactions except those required or permitted by law to' be in another fund are accounted 
for in this fund. 

Child Development Fund 

The Child Development Fund is used to account separately for federal, State, and local revenues to operate 
child development programs and is to be used onlyfor expenditures for the operation of child development 
programs. 

Building Fund 

The Building Fund exists primarily to account separately for proceeds from the sale of bonds (Education 
Code Section 15146) and may not be used for any purposes other than those for which the bonds were issued. 

Capital Facilities Fund 

The Capital Facilities Fund is used primarily to account separately for monies received from fees levied on 
developers or other agencies as a condition of approving a development (Education Code sections 17620-
17626. Expenditures are restricted to the purposes specified in Government Code sections 65970-65981 or to 
the items specified in agreements with the developer (Government Code Section 66006). 
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LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
.JUNE 30, 2008 

Non-Major Governmental Funds 

Special Revenue Funds 

The Special Revenue Funds are established to account for the proceeds from specific revenue sources (other 
than trusts or for major capital projects) that are restricted to the financing of particular activities: 

Charter Schools Fund 

This fimd may be .used by authorizing Districts to account separately for the activities of District
operated charter schools that would otherwise be reported in the authorizing District's General Fund. 

Cafeteria Fund 

The Cafeteria Fund is used to account separately for federal, State, and local resources to operate the 
food service program (Education Code sections 38090-38093) and is used only for those expenditures 
authorized by the governing board as necessary for the operation of the District's food service program 
(Education Code sections 38091 and 38100). 

Deferred Maintenance Fund 
' 

The Deferred Maintenance Fund is used to account separately for state apportionments and the 
District's contributions for deferred maintenance purposes (Education Code sections 17582-
17587) and for items of maintenance approved by the State Allocation Board. 

Special Reserve Fund for Other Than Capital Outlay Projects 

The Special Reserve for Other Than Capital Outlay Projects is used primarily to provide for the 
accumulation of General Fund monies for general operating purposes other than for capital outlay 
(Education Code Section 42840). 

Capital Project Funds 

The Capital Project Funds are established to accouni for financial resources to be used for the acquisition or 
construction of major capital facilities. 

County School Facilities Fund 

The County School Facilities Fund is established pursuant to Education Code Section 17070.43 to 
'receive apportionffients from the 1998 State School Facilities Fund (Proposition lA), the 2002 State 
School Facilities Fund (Proposition 47), or the 2004 State School Facilities Fund (Proposition 55) 
authorized by the State Allocation Board for new school facility construction, modernization projects, 
and facility hardship grants, as provided in the Leroy F. Greene School Facilities Act of 1998 (Education 
Code Section 17070 et seq.). 
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LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2008 

Special Reserve Fund for Capital Outlay Projects 

The Special Reserve Fund for Capital Outlay Projects exists primarily to provide for the accumulation of 
General Fund monies for capital outlay purposes (Education Code Section 42840). 

MeUo Roos Fund 

The Mello Roos Fund is used to account for resources received for the funding of construction of all 
major governmental' general fixed assets. 

Debt Service Funds 

The Debt Service Funds are established to account for the accumulation of resources for and the payment of 
principal and interest on general long-term debt. 

Bond Interest and Redemption Fund 

The Bond Interest and Redemption Fund is used for the repayment of bonds issued for a District 
(Education Code sections 15125-15262). 

Fiduciary Funds 

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund category is split into 
four classifications: pension trust funds, investment trust funds, private-purpose trust funds, and agency funds. 

Trust funds are used to account for the assets held by the District under a trust agreement for individuals, private 
organizations, or other governments and are therefore not available to support the District's own programs. 'The 
District's has no trust funds. Agency funds are custodial in nature (assets equal liabilities) and do not involve 
measurement of results of operations: 'The District's agency fund accounts for student body activities (ASB). 

Basis of Accounting- Measurement Focus. 

Government-Wide Financial Statements 

The government-wide statements are prepared using the economic resources measurement focus and the accrual 
basis of accounting. 
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LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2008 

The government-wide statement of activities presents a comparison between expenses, both direct and indirect, 
and program revenues for each governmental function. Direct expenses are those that are specifically associated 
with a service, program, or department and are therefore clearly identifiable to a particular function. The District 
does not allocate indirect expenses to functions in the Statement of Activities except for depreciation. Program 
revenues include charges paid by the recipients of the goods or services offered by the programs and grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular program. 
Revenues that are not classified as program revenues are presented as general revenues. The comparison of 
program revenues and expenses identifies the extent to which each function is self-fmancing or draws from the 
general revenues of the District. Eliminations have been made to minimize the double counting of internal 
activities. 

Net assets should be reported as restricted when constraints placed on net asset use are either externally imposed 
by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other governments 
or imposed by Jaw through constitutional provisions or enabling legislation. The net assets restricted for other 
activities result from special revenue funds and the restrictions on their net asset use. 

Fund Financial Statements 

Fund financial statements report detailed information about the District. The focus of governmental fund 
fmancial statements is on major funds rather than reporting funds by type. Each major fund is presented in a 
separate column. Nonmajor funds are aggregated and presented in a single column. 

Governmental Funds 

All governmental funds are accounted for using a flow of current financial resources measurement focus and 
the modified accrual basis of accounting. With this measurement focus, only current assets and current 
liabilities generally are included on the balance sheet. The statement of revenues, expenditures, and changes 
in fund balance reports on the sources (revenues and other financing sources) and uses (expenditures and · 
other financing uses) of current fmancial resources. This approach differs from the manner in which the 
governmental activities ofthe government-wide statements are prepared. Governmental fund financial 
statements, therefore, include reconciliations with brief explanations to better identif'y the relationship 
between the government-wide fmancial statements, prepared using the economic resources measurement 
focus and the accrual basis of accounting, and the governmental funds financial statements, prepared using the 
flow of current fmancial resources measurement focus and the modified accrual basis of accounting. 

Fiduciary Fnuds 

Fiduciary funds arc accounted for using the flow·of economic resources measurement focus and the accrual 
basis of accounting. Fiduciary fund are excluded from the government-wide financial statements because 
they do not represent resources of the District. 
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LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2008 

Revenues- Exchange and Non-Exchange Transactions 

Revenue resulting from exchange transactions, in wlrich each party gives and receives essentially equal value, is 
recorded on the accrual basis when the exchange takes place. On a modified accrual basis, revenue is recorded in 
the fiscal year in which the resources are measurable and become available. Available means that the resources 
will be collected within the current fiscal year or are expected to be collected soon enough thereafter to be used to 
pay liabilities of the current fiscal year. For the District, available means expected to be received witlrin ninety · 
days. However, to achieve comparability of reporting among California districts and so as not to distort normal 
revenue patterns with respect to reimbursement grants and corrections to State-aid apportionments, the California 
Department of Education has defined available for districts as collectible within one year. The following revenue 
sources are considered to be both measurable an!l available at fiscal year-end: State apportionment, interest, 
certain grants and other local resources. 

Non-exchange transactions, in which the District receives value without directly giving equal value in return, 
include property taxes, certain grants, entitlements, and donations. Revenue from property taxes is recognized in 
the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and donations is 
recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements 
include time and purpose requirements. On a modified accrual basis, revenue from non-exchange transactions 
must also be available before it can be recognized. 

Deferred Revenue 

Deferred revenue arises when potential revenue does not meet either the "measurable" and "available" criteria for 
recognition in the current period or when resources are received by the District prior to the incurrence of 
qualifYing expenditures. In subsequent periods, when both revenue recognition criteria are met, or when the 
District has a legal claim to the resources, the liability for deferred revenue is removed from the combined balance 
sheet and revenue is recognized. 

Certain grants received before the eligibility requirements are met and are recorded as deferred revenue. On the 
goverrunental fund financial statements, receivables that will not be collected within the available period are also 
recorded as deferred revenue. 

Expenses/Expenditures 

On the accrual basis of accounting, expenses are recognized at the time they are incurred. The measurement focus 
of governmental fi.md accounting is on decreases in net financial resources (expenditures) rather than expenses. 
Expenditures are generally recognized in the accounting period in which the related fWld liability is incurred, if 
measurable. Principal and interest on general long-term obligations, which have not matured, are recognized 
when paid in the goverrunental funds. Allocations of costs, such as depreciation and amortization, are not 
recognized in the governmental funds. 

Deposits and Investments 

The District's deposits and investments include cash on hand, demand deposits, investments with the County 
Treasury and the U.S. Treasury Obligations. Investments with the County and the U.S. Treasury Obligations are 
reported at amortized cost which approximates fair market value. Fair values of the investments were provided by 
the governing agency. 
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Restricted Assets 

Restricted assets arise when restrictions on their use change the normal understanding of the availability of the 
asset. Such constraints are either imposed by creditors, contributors, grantors, or laws of other governments or 
imposed by enabling legislation. 

Prepaid Expenditures 

Prepaid expenditures (expenses) represent amounts paid in advance of receiving goods or services. The District 
has the option of reporting an expenditure in governmental funds for prepaid items either when purchased or 
during the benefiting period. The District has chosen to report the expenditures when paid. 

Stores Inventory 

Inventories consist of expendable food and supplies held for consumption and unused donated commodities. 
Inventories are stated at cost, on the first-in, first-out basis. 

Capital Assets and Depreciation 

The accounting and reporting treatment applied to the capital assets associated with a fund are determined by its 
measurement focus. Capital assets are long-lived assets of the District as a whole. The District maintains a 
capitalization threshold of$15,000. The District does not possess any infrastructure. Improvements are 
capitalized; the costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend an asset's life are not capitalized, but are expensed as incurred. 

When purchased, such assets are recorded as expenditures in the governmental funds. The valuation basis for 
general capital assets are historical cost, or where historical cost is not available, estimated historical cost based 
on replacement cost. Donated capital assets are capitalized at estimated fair market value on the date donated. 

Depreciation is computed using the straight-line method. Estimated useful lives of the various classes of 
depreciable capital assets are as follows: buildings and improvements, 20 to 50 years; equipment, 2 to 15 years. 

Interlund Balances 

On fund financial statements, receivables and payablesresulting from short-term interfund loans are classified as 
"interfund receivables/payables." These amounts are eliminated in the statement of net assets. 

Compensated Absences 

Accumulated unpaid vacation benefits are accrued as a liability as the benefits are earned. The entire 
compensated absence liability is reported on the government-wide statement of net assets. For governmental 
funds, no liability is recognized in any fund. The obligation is disclosed in the footnotes as a component oflong
terrn debt. 
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Sick leave is accumulated without limit for each employee at the rate of one day for each month worked. Leave 
with pay is provided when employees are absent for health reasons; however, the employees do not gain a vested 
right to accumulated sick leave. Employees are never paid for any sick leave balance at termination of 
employment or any other time. Therefore, the value of accumulated sick leave is not recognized as a liability in 
the District's financial statements. However, credit for unused sick leave is applicable to all classified school 
members who retire after January 1, 1999. At retirement, each member will receive .004 year of service credit for 
each day of unused sick leave. 

Accrued Liabilities and Long-Term Obligations 

All payables, accrued liabilities, and long-term obligations are reported in the government-wide financial 
statements. In general, governmental fund payables and accrued liabilities that, once incurred, arc paid in a timely 
manner and in full from current financial resources are reported as obligations of the funds. 

However, claims and judgments, compensated absences, special termination benefits, and contractually required 
pension contributions that will be paid from governmental funds are reported as a liability in the governmental 
fund fmancial statements only to the extent that they are due for payment during the current year. 

Deferred Issuance Costs, Premiums and Discounts 

In the government-wide financial statements, long-term debt obligations and other long-term obligations are 
reported as liabilities in the applicable governmental activities statement of net assets. Bond premiums and 
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds usiog the straight line 
method. 

Fund Balance Reserves and Designations 

The District reserves those portions of fund balance which are legally segregated for a specific future use or which 
do not represent available expendable resources and therefore are not available for appropriation or expenditure. 
Unreserved fund balance indicates that portion of fund balance which is available for appropriation in future 
periods. Fund balance reserves have been established for revolving cash accounts, stores inventories, and legally 
restricted grants and entitlements. 

Designations of fund balances consist of that portion of the fund balance that has been designated (set aside) by 
the govemiog board to provide for specific purposes or uses. 

Net Assets 

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of 
related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any 
borrowings used for the acquisition, construction or improvement of those assets. Net assets are reported as 
restricted when there are limitations imposed on their use either through the enabling legislation adopted by the 
District or through external restrictions imposed by creditors, grantors, or laws or regulations of other 
governments. The District applies restricted resources when an expense is incurred for purposes for which both 
restricted and unrestricted net assets are available. TI1e government-wide financial statements report $5,978,296 
of restricted net assets. ' 
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!nterfund Activity 

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures/ expenses in 
the purchaser funds. Flows of cash or goods from one fund to another without a requirement for repayment are 
reported as interfund transfers. lnterfund transfers are reported as other financing sources/uses in governmental 
funds. Repayments from funds responsible for particular expenditures/expenses to the funds that initially paid for 
them are not presented on the financial statements. Interfund transfers arc eliminated in the governmental 
activities column of the statement of activities. 

Estimates 

The preparation of the financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes. Actual results may differ from those estimates. 

Budgetary Data 

The budgetary process is prescribed by provisions of the California Education Code and requires the governing 
board to hold a public hearing and adopt an operating budget no later than July I of each year. The District 
governing board satisfied these requirements. The adopted budget is subject to amendment throughout the year to 
give consideration to unanticipated revenue and expenditures primarily resulting from events unknown at the time 
of budget adoption with the legal restriction that expenditures cannot exceed appropriations by major object 
account. 

The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when the 
original appropriations were adopted. The amounts reported as the final budgeted amounts in the budgetary 
statements reflect the amounts after all budget amendments have been accounted for. For purposes .of the budget, 
on behalf payments have not been included as revenues and expenditures as required under generally accepted 
accounting prinicpals. 

Property Tax 

Secured property taxes attach as an enforceable lien on property as of January I. Taxes are payable in two 
installments on November.! and February I and become delinquent on December 10 and April 10, respectively. 
Unsecured property taxes are: payable in one installment on or before August 31. The County of Santa Cruz bills 
and collects the taxes on behalf of the District. Local property tax revenues are recorded when received. 
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NOTE 2- :NEW ACCOUNTING PRONOUNCEMENTS 

In July 2004, GASB issued GASBS No. 45, Accounting and Financial Reporting by Employers for 
Postemployment Benefits Other Than Pensions. This Statement will require local governmental employers who 
provide other postemployment benefits (OPEB) as part of the total compensation offered to employees to 
recognize the expense and related liabilities (assets) in the government-wide financial statements of net assets and 
activities. This Statement establishes standards for the measurement, recognition, and display of OPEB 
expense/expenditures and related liabilities (assets), note disclosures, and, if applicable, required supplementary 
information (RSI) in the fmancial reports of State and local governmental employers. 

Current fmancial reporting practices for OPEB generally arc based on pay-as-you-go financing approaches. They 
fail to measure or recognize the cost of OPEB during the periods when employees render the services or to 
provide relevant information about OPEB obligations and the extent to which progress is being made in funding 
those obligations. 

This Statement generally provides for prospective implementation- that is, that employers set the beginning net 
OPEB obligation at zero as of the begiruting of the initial year. The District will be required to implement the 
provisions of this Statement for the fiscal year ended June 30, 2009. The District has not determined its effect on 
the financial statements. 

In June 2005, the GASB issued GASBS No. 47, Accounting for Termination Benefits. GASBS No. 47 addresses 
accounting for both voluntary and involuntary termination benefits. For termination benefits that affect an 
employer's obligation.s for defined benefit OPEB, the provisions of GASBS No. 47 should be applied 
simultaneously with the requirements ofGASBS No. 45. GASBS No. 45 is effective for the District for the fiscal 
year ending June 30, 2009. For all other termination benefits, including those that affect an employer's 
obligations for defined benefit pension benefits, GASBS No. 47 is effective for financial statements for periods 
beginning after June 15, 2005. Earlier application ofGASBS No. 47 is encouraged. The District has not 
determined its effect on the financial statements. 

In May 2007, GASB issued GASBS No. 50, Pension Disclosures-an amendment ofGASB Statements No. 25 
and No. 2 7. This Statement more closely aligns the financial reporting requirements for pensions with those for 
other postemployment benefits (OPEB) and, in doing so, enhances information disclosed in notes to financial 
statements or presented as required supplementary information (RSI) by pension plans and by employers that 
provide pension benefits. The reporting changes required by this Statement amend applicable note disclosure and 
RSI requirements of Statements No. 25, Financial Reporting for Defined Benefit Pension Plans and Note 
Disclosures for Defined Contribution Plans, and No. 27, Accounting for Pensions by State and Local 
Governmental Employers, to conform with requirements of Statements No. 43, Financiat"Reportingfor 
Postemployment Benefit Plans Other Than Pension Plans, ·and No. 45, Accounting and Financial Reporting by 
Employers for Postemployment Benefits Other Than Pensions. This Statement is effective for periods beginning 
after June 15, 2007, except for requirements related to the use of the entry age actuarial cost method for the 
purpose of reporting a surrogate funded status and funding progress of plans that use the aggregate actuarial cost 
method, which are effective for periods for which the financial statements and RSI contain information resulting 
from actuarial valuations as of June 15, 2007, or later. This pronouncement did not have an impact on the 
District's financial statements, since the pension plans are operated and reported for separately by the CalS1RS 
and CalPERS. 

27 



LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2008 

In June 2007, GASB issued GASBS No. 51, Accounting and Financial Reporting for Intangible Assets. Ibis 
Statement requires that all intangible assets not specifically excluded by its scope provisions be classified as 
capital assets. Accordingly, existing authoritative guidance related to the accounting and fmancial reporting for 
capital assets should be applied to these intangible assets, as applicable. lbis Statement also provides 
authoritative guidance that specifically addresses the nature of these intangible assets. Such guidance should be 
applied in addition to the existing authoritative guidance for capital assets. The requirements of this Statement are 
effective for financial statements for periods beginning after June 15,2009. The provisions of this Statement 
generally are required to be applied retroactively. For governments that were classified as phase 1 or phase 2 
governments for the purpose of implementing Statement No. 34, retroactive reporting is required for intangible 
assets acquired in fiscal years ending after June 30, 1980, except for those considered to have indefmite useful 
lives as of the effective date of this Statement and those that would be considered internally generated. The 
District has not determined its effect on the financial statements. 

In November 2007, GASB issued GASBS No. 52, Land and Other Real Estate Held as Investments by 
Endowments. This Statement establishes consistent standards for the reporting of land and other real estate held 
as investrnenU; by essentially similar entities. It requires endowments to report their land and other real estate 
investments at fair value. Governments also are required to report the changes in fair value as investment income 
and to disclose the methods and significant assumptions employed to determine fair value, and other information 
that they currently present for other investments reported at fair value. The guidance in this Statement is effective 
for fmancial statements for reporting periods beginning after June 15, 2008, with earlier application encouraged. 
The District has not determined its effect on the financial statements. 

In June 2008, GASB issued GASBS No. 53, Accounting and Financial Reporting for Derivative Instruments. 
lbis Statement is intended to improve how State and local governments report information about derivative 
instruments--financial arrangements used by governments to manage specific risks or make investments-in 
their financial statements. The Statement specifically requires governments to measure most derivative 
instruments at fair value in their financial statements that are prepared using the economic resources measurement 
focus and the accrual basis of accounting. The guidance in this Statement also addresses hedge accounting 
requirements and is effective for financial statements for reporting periods beginning after June 15, 2009, with 
earlier application encouraged. The District has not determined its effect on the financial statements. 
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NOTE 3 -DEPOSITS AND INVESTME!';'TS 

Summary of Deposits and Investments 

Deposits and investments as of June 30, 2008, are classified in the accompanying financial statements as follows: 

Go:vemmental activities 
Fiduciary funds 

Total Deposits and Investments 

Deposits and investments as of June 30, 2008, consist of the following: 

Cash on hand and in banks 
Cash in revolving 
Investments 

Total Deposits and Investments 

Policies and Practices 

s 9,041,192 
30,687 

$ 9,071,879 

$ 37,177 
4,700 

9,030,002 
$ 9,071,879 

The District is authorized under California Government Code to make direct investments in local agency bonds, 
notes, or warrants witlrin the State; U.S. Treasury instruments; registered State warrants or treasury notes; 
securities of the U.S. Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit 
placed with commercial banks and/or savings and loan companies; repurchase or reverse repurchase agreements; 
medium term corporate notes; shares ofbeneficial'interest issued by diversified management companies, 
certificates of participation, obligations with first priority security; and collateralized mortgage obligations. 

Investment in County Treasury 

The District is considered to be an involuntary participant in an external investment pool as the District is required 
to deposit all receipts and collections of monies with the County Treasurer (Education Code Section 41001). The 
fair value of the District's investment in the pool is not reported in the accounting fmancial statements as the 
balance available for withdrawal is based on the accounting records maintained by the County Treasurer, which is 
recorded on the amortized cost basis. 
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General Authorizations 

Limitations as they relate to interest rate risk. credit risk, and concentration of credit risk are indicated in the 
schedules below: 

Maximum Maximum Maximum 
Authorized Remaining Percentage Investment 

lnvestment TYPe Maturity of Portfolio In One Issuer 
Local Agency Bonds, Notes, Warrants 5 years None None 
Registered State Bonds, Notes, Warrants 5 years None None 
U.S. Treasury Obligations 5 years None None 
U.S Agency Securities 5 years None None 
Banker's Acceptance 180 days 40% 30% 
Commercial Paper 270 days 25% 10% 
Negotiable Certificates of Deposit 5 years 30% None 
Repurchase AgreemL-nts I year None None 
Reverse Repurchase Agreements 92 days 20% of base None 
Medium-Term Corporate Notes 5 years 30% None 
Mutual Funds N/A 20% 10% 
Money Market Mutual Funds N/A 20% 10% 
Mortgage Pass-Through Securities 5 years 20% None 
County Pooled lnvestment Funds N/A None None 
Local Agency Investment Fund (LAIF) N/A None None 
Joint Powers Authority Pools N/A None None 

Interest Rate Risk 

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an 
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to 
changes in market interest rates. The District manages its exposure to interest rate risk by depositing substantially 
all of its funds in the County Treasury pool. The District monitors the interest rate risk inherent in its portfolio by 
measuring the weighted average maturing of its protfolio. The fair value of the deposits with the County 
Treasurer at June 30, 2008, was $9,029,715 and the weighted average ofthe pool was .74 years. 

Credit ltisk 

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment. 
This is measured by the assignment of a rating by a nationally recognized statistical rating organization. The 
District's investment's in the county pool are not required to be rated, nor has it been rated as of June 30, 2008. 
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Custodial Credit Risk - Deposits 

Custodial risk is the risk that in the event of a bank failure, the District's deposits may not be returned to it. The 
District does not bave a policy for custodial credit risk for deposits. However, the California Government Code 
requires that a financial institution secure deposits made by state or local governmental units by pledging 
securities in an undivided collateral pool held by a depository regulated under state law (unless so waived by the 
governmental unit). The market value of the pledged securities in the collateral pool must equal at least 110% of 
the total amount deposited by the public agencies. California law also allows financial institutions to secure 
public deposits by pledging first trust deed mortgage notes having a value of 150% of the secured public deposits 
and letters of credit issued by the Federal Home Loan Bank of San Francisco having a value of 105% of the 
secured deposits. As of June 30, 2008, the District does not have any custodial credit risk. 

NOTE 4- RECEIVABLES 

Receivables at June 30, 2008, consisted of intergovernmental grants, entitlements and other local sources. All 
receivables are considered collectible in full. 

Child Nonmajor 
General Development Funds Total 

Federal Government 
Categorical aid $ 274,364 $ $ 73,051 $ 347,415 

State Government 
Apportionment 542,396 36,267 578,663 
Categorical aid 196,658 86,579 6,938 290,175 
Lottery 121,331 5,234 126,565 

Other Local Sources 369,242 82,524 52,626 504,392 
Total $ 1,503,991 $ 169,103 $ 174,116 $ 1,847,210 
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NOTE 5- CAPITAL ASSETS 

Capital asset activity for the fiscal year ended June 30, 2008, was as follows: 

Balance 
June 30, 2007 Additions 

Governmental Activities 
Capital Assets not being depreciated: 

Land $ 4,846,212 $ 

Construction in Progress 1,869,337 1,068,901 
Total Capital Assets not being depreciated 6,715,549 1,068,901 

Capital Assets being depreciated: 
. Buildings and hnprovemcnts 16,676,809 7,188,441 

Furniture and Equipment 220,135 
Total Capital Assets being depreciated 16,896,944 7,188,441 
Total Capital Assets 23,612,493 8,257,342 

Less Accumulated Depreciation: 
Buildings and hnprovements 3,038,006 500,304 
Furniture and Equipment 118,570 24,436 

Total Accumulated Depreciation 3,156,576 524,740 
Governmental Activities Capital 

Assets, Net $ 20,455,917 $ 7,732,602 

Balance 
Deductions June 30, 2008 

$ $ 4,846,212 
1,634,011 1,304,227 
1,634,01 L 6,!50,439 

23,865,250 
720 219,415 
720 24,084,665 

1,634,731 30,235,104 

3,538,310 
143,006 

3,681,316 

$1,634,731 $ 26,553,788 

Construction in progress as of June 30,2007, was restated due to a prior period adjustment of$200,029. 

Depreciation expense was charged as a direct expense to governmental functions as follows: 

Governmental Activities 
Instruction 
Supervision of instruction 
Instructional library, media, and technology 
School site administration 
Home-to-school transportation 
Food services 
Other pupil services 
All other general administration 
Data processing 
Plant services 

Total Depreciation Expenses All Activities 
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$ 

321,619 
21,632 
10,492 
49,201 

4,817 
15,477 
12,689 
38,728 

770 
49,315 

524,740 
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NOTE 6- INTERFUND TRANSACTIONS 

Jnterfund Receivables/Payables (Due Toillue From) 

Jnterfund receivable and payable balances at June 30, 2008, between major and nonmajor governmental funds are 
as follows: 

Due From 
Capital 

General Building Facilities Total 

General $ $ 2,600 $ $ 2,600 
0 

1-< Child Development 119,429 119,429 
"' Building 900,000 :;j 900,000 
0 

Nonmajor Governmental 84,852 84,852 
Total $ 204,281 $ 2,600 $ 900,000 $1,106,881 

Balances resulted from the time lag between the date that (1) interfund goods and services are provided or 
reimbursable expenditures occur, (2) transaction arc recorded in the accounting system, and (3) payments between 
funds are made. 

Operating Transfers 

Interfund transfers for the year ended June 30, 2008, consisted of the following: 

Transfer From 
General 

Transfer To 
Nonmajor 

Governmental 
$ 58,000 

Interfund transfers are used to (I) move revenues from the fund that statute or budget requires to collect them to 
the fund that statute or budget requires to expend them, (2) move receipts restricted to debt ser;vicc from the funds 
collecting the receipts to the debt service fund as debt service payments become due, and (3) use unrestricted 
revenue's collected in the General Fund to finance various programs accounted for in other funds in accordance 
with budgetary authorizations. In the year' ended June 30, 2008, the District transferred $58,000 from the General 
Fund to the Cafeteria Fund .. 
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NOTE7-ACCOUNTSPAYABLE 

Accounts payable at June 30, 2008, consisted of the following: 

Child Building 
General Development Fund 

Vendor payables $ 206,277 $ 1,979 $ 294,337 
Salaries and benefits 43,848 8,203 

Total $ 250,125 $ 10,182 $ 294,337 

NOTE 8- DEFERRED REVENUE 

Deferred revenue at June 30, 2008, consists of the following: 

Child 
General Development 

Federal financial assistance $ 12,246 $ 24,051 
Stale categorical aid 8,063 116,730 

Total $ 20,309 $ 140,781 

NOTE 9- LONG-TERM OBUGATIONS 

Summary 

Nonmajor 
Governmental 
$ 1,200 

5,269 
$ 6,469 

Nonm'\)or 
Governmental 
$ 

1,821 
$ 1,821 

The changes in the District's long-term obligations during the year consisted of the following: 

· Balance Balance 
July 1, 2007 Additions Deductions June 30, 2008 

General obligation bonds $20,548,045 $51,941 $ 580,000 $20,019,986 
General obligation bond premium 235,557 11,872 223,685 
Accumulated vacation - net 77,686 22,287 99,973 
QZAB loan 1,825,203 . 260,743 1,564,460 

$22,686,491 $74,228 $ 852,615 $ 21,908,104 

Total 
$ 503,793 

57,320 
$ 561,113 

Total 
$ 36,297 

126,614 
$ 162,911 

Due in 
One Year 

$ 595,000 
11,872 
99,973 

260,743 
$ 967,588 

Payments on the general obligation bonds are made by the Bond Interest and Redemption Fund which receives 
revenues from a separate property tax override. Thus, the debt service on the bonds does not draw from the 
general revenues or existing resources of the District. Payments on the QZAB loan are made by the County 
School Facilities Fund. To the extent that those two fimds do not have sufficient resources to pay the debt service 
as it comes due, future general revenues and/or other available resources from other funds may be required to 
satisfY those outstanding obligations. The accumulated vacation is paid for by the fimd for which the employee 
worked at time of payment. 
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Bonded Debt 

The outstanding general obligation bonded debt is as follows: 

Issue Maturity Interest Original 

Date Date Rate Issue 

1992 2017 6.10-6.30% $2,000,000 

2003 2018 2.50-4.25% 5,895,000 

2004 2034 1.50-4.75% 6,000,000 

2007 2030 3.75-4.25% 8,499,975 

Debt Service Requireme_nts to Maturity 

The bonds mature through 2034 as follows·: 

Fiscal Year 
2009 
2010 
2011 
2012 
2013 

2014-2018 
2019-2023 
2024-2028 
2029-2033 

2034 
Subtotal 

Accretion to date 
Total 

Qualified Zone Academy Bond 

Bonds 
Outstanding Issued/ 

Accreted 
$ 

July 1, 2007 
$ 1,275,000 

4,910,000 
5,850,000 
8,513,045 

$20,548,045 
51,941 

$51,941 

Principal 
$ 595,000 

620,000 
663,270 
712,916 
742,710 

4,406,078 
2,885,000 
4,515,000 
4,435,000 

380,000 

$ 

Redeemed 
$ 90,000 

370,000 
I 05,000 

15,000 
$580,000 

Interest to 
Maturity 

837,164 
825,134 
809,880 
791,423 
778,816 

3,371,049 
2,358,794 
1,531,710 

410,550 
19,000 

19,954,975 $ 11,733,520 
65,011 

$ 20,019,986 

Bonds 
Outstanding 

June 30, 2008 
$ 1,185,000 

4,540,000 
5,745,000 
8,549,986 

$20,019,986 

Total 
$ 1,432,164 

1,445,134 
1,473,150 
1,504,340 
1,521,526 
7,777,127 
5,243,794 
6,0~6,710 
4,845,550 

399,000 
$ 31,688,494 

In January 200 I, the District issued a Qualified Zone Academy Bond in the amount of$3,128,918. The loan is 
interest free and is payable in equal payments of$260,743 with the final payment due in 2015. 

Year 
Disbursed 

2001 

Interest 
Rate 
0% 

Original 
Issue 

$ 3,128,918 

35 

Balance 
July I, 2007 

$ 1,825,203 
Redeemed 

$ 260,743 

Outstanding 
June 30, 2008 
$ 1,564,460 
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Defeascd Certificates of Participation 

In prior years, the District defeased certificates of participation by creating a separate irrevocable trust fund. New 
debt was issued and a portion of the proceeds were used to purchase U.S. goverrunent securities and placed in a 
trust fund. The investments and fixed earnings from the investments are sufficient to fully service the defeased 
debt until the debt is called or matures. For financial reporting purposes, the debt has been considered defeased 
and therefore, removed as a liability from the District's long-term obligations. As of June 30, 2008, the amount of 
defeased debt outstanding but removed from the long-term obligations amounted lo $3,835,000 with funds 
available in the trust of $4,169,572. 

NOTE 10- FUND BALANCES 

Fund balances with reservations/designations are composed of the following elements: 

Child Capital Nonmajor 
General DeveloEment Building Facilities Governmental Total 

Reserved 
Revolving cash $ 3,900 s 400 s $ $ 400 $ 4,700 
Stores inventory 7,829 7,829 
Restricted programs 936,485 31,796 968,281 

Total Reserved 940,385 400 40,025 980,810 
Unreserved 

Designated 
Other designation 659,790 36,951 696,741 

Undesiguated 1,889,954 123,707 565,578 2,037,538 3,870,050 8,486,827 
Total Unreserved 2,549,744 123,707 565,578 2,037,538 3,907,001 9,183,568 

Total $ 3,490,129 $ 124,107 $ 565,578 $2,037,538 $ 3,947,026 $ 10,164,378 
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NOTE 11 -LEASE REVENUES 

The District has property held for lease. Lease agreements have been entered into with various lessees for terms 
that exceed one year. None of the agreements contain purchase options. All of the agreements contain a 
termination clause providing for cancellation after a specified number of days written notice to lessees, but is 
unlikely that the District will cancel any of the agreements prior to their expiration date. The future minimum 
lease payments expected to be received under these agreements are as follows: 

Year Ending 
. June 30, 

2009 
2010 
20ll 
2012 
2013 

Thereafter 
Total 

NOTE 12- POSTEMPLOYMENT BENEFITS 

$ 

$ 

Lease 
Revenue 

19,760 
20,436 
20,436 
27,716 
28,409 

388,211 
504,968 

The District provides postemployment health care benefits, in accordance with District employment contracts, to 
all employees who retire from the District on or after attaining age 55 with at least 15 years of service. Currently, 
I 0 employees meet those eligibility requirement•. The District contributes a maximum of $11 ,690 of the amount 
of premiums incurred by retirees and their dependents until age 65 or five years after retirement, whichever comes 
first Expenditures for postemployment benefits are recognized on a pay-as-you-go basis, as premiums are paid. 
During the year, expenditures of$121,447 were recognized for retirees' health care benefits. 

The approximate accumulated future liability of the District at June 30,2008, amounts to $155,919. This amount 
was calculated based upon the number of retirees receiving benefits multiplied by the yearly district payment per 
employee in effect at June 30, 2008, multiplied by the number of years of payments remaining. 

NOTE 13 -RISK MAl'iAGEMENT 

Property and Liabitity 

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors 
and omissions; injuries to employees and natural disasters. During fiscal year ending June 30, 2008, the District 
participated in the Southern Peninsula Region Property and Liability Insurance Group for property and liability 
insurance coverage. Settled claims have not exceeded this commercial coverage in any of the past three years. 
There has not been a significant reduction in coverage from the prior year. 
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LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2008 

Workers' Compensation 

For fiscal year 2008, the District participated in the Santa Cruz/San Benito County Schools' Insurance Group, an 
insurance purchasing pool. The intent of the Santa Cruz/San Benito County Schools' Insurance Group is to 
achieve the benefit of a reduced premium for the District by virtue of its grouping and representation with other 
participants in the Santa Cruz/San Benito County Schools' Insurance Group. The workers' compensation 
experience of the participating districts is calculated as one experience and a common premium rate is applied to 
all districts in the Santa Cruz/San Benito County Schools' Insurance Group. Each participant pays its workers' 
compensation premium based on its individual rate_ A participant will then either receive money from or be 
required to contribute to the "equity-pooling fund." This "equity pooling" arrangement insures that each 
participant shares equally in the overall performance of the Santa Cruz/San Benito County Schools' Insurance 
Group. Participation in the Santa Cruz/San Benito County Schools' Insurance Group is limited to districts that 
can meet the Santa CruziSan Benito County Schools' Insurance Group selection criteria. 

Coverage provided by Southern Peninsula Region Property and Liability Insurance Group, Schools' Excess 
Liability Fund and Santa CruzJSan Benito County Schools' Insurance Group for property and liability, excess 
liability and workers' compensation is as follows: 

Insurance Program I Company Name 

Southern Peninsula Region Property and Liability Insurance Group 
Southern Peninsula Region Property and Liability Insurance Group 
Schools' Excess Liability Fund 
Santa CTU7JSan Benito CoUnty Schools' Insurance Group 

Employee Medical Benefits 

Type of Coverage 

Liability 
Property Liability 
Excess Liability 

Worker's Compensation 

Limits 

$ 25,000,000 
$ 250,000,000 
$ 25,000,000 
$ I ;000,000. 

The District has contracted with the Santa Cruz County Schools' Health Insurance Group to provide employee 
medical and surgical benefits. Santa Cruz County Schools' Health Insurance C':rroup is a shared risk pool 
comprised of various school districts in Santa Cruz County. Rates are set through an annual calculation process. 
The District pays a monthly contribution, which is placed in a common fund from which claim payments are 
made for all participating Districts. Claims are paid for all participants regardless of claims flow. The Board of 
Directors has a right to return monies to a district subsequent to the settlement of all expenses and claims if a 
district withdraws from the pool. 

NOTE 14- EMPLOYEE RETIREMENT SYSTEMS 

Qualified employees are covered under multiple-ernployer contributory retirement plans maintained by agencies 
of the State of California. Certificated employees are members of the California State Teachers' Retirement 
System (CalSTRS) and classified employees are members of the California Public Employees' Retirement System 
(CalPERS). 
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LTVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
.JUNE 30, 2008 

CaiSTRS 

Plan Description 

The District contributes to the California State Teachers' Retirement System (CalSTRS); a cost-sharing multiple
employer public employee retirement system defined benefit pension plan administered by CalSTRS. The plan 
provides retirement and disability benefits and survivor benefits to beneficiaries. Benefit provisions are 
established by State statutes, as legislatively amended, within the State Teachers' Retirement Law. CalSTRS 
issues a separate comprehensive annual fmancial report that includes financial statements and required 
supplementary information. Copies of the CalSTRS annual financial report may be obtained from CalSTRS, 
7919 Folsom Blvd., Sacramento, CA 95826. 

Funding Policy 

Active plan members are required to contribute 8.0 percent of their salary and the District is required to contribute 
an actuarially determined rate. The actuarial methods and assumptions used for determining 'the rate are those 
adopted by CalSTRS Teachers' Retirement Board. The required employer contribution rate for fiscal year 2007-
2008 was 8.25 percent of annual payroll. The contribution requirements of the plan members are established by 
State statute. The District's contributions to CalSTRS for the fiscal years ending June 30, .2008, 2007, and 2006, 
were $721,652, $732,684, and $698,202, respectively, and cqual!OO percent of the required contributions for 
each year. 

CaiPERS 

Plan Description 

The District contributes to the School Employer Pool under the California Public Employees' Retirement System 
(CalPERS); a cost-sharing multiple-employer public employee retirement system defmed benefit pension plan 
administered by Ca!PERS. The plan provides retirement and disability benefits, annual cost-of-living 
adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established by State 
statutes, as legislatively amended, within the Public Employees' Retirement Laws. CalPERS issue a separate 
comprehensive annual financial report that includes financial statements and required supplementary information_ 
Cop;es ofthe CalPERS' annual financial report may be obtained from the CalPERS Executive Office, 400 P 
Street, Sacramento, CA 95811. 

Funding Policy 

Active plan members are required to contribute 7.0 percent of their salary and the District is required to contribute 
an actuarially determined rate. The actuarial methods and assumptions used for determining the rate are those 
adopted by the Ca!PERS Board of Administration. The required employer contribution rate for fiscal year 2007-
2008 was 9.306 percent of annual payroll. The contribution requirements of the plan members are established by 
State statute. The District's contributions to CalPERS for the fiscal years ending June 30, 2008, 2007, and 2006, 
were $199,255, $173,778, and $164,490, respectively, and equal 100 percent of the required contributions for 
each year. 
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LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2008 

Social Seen rity 

As established by Federal law, all public sector employees who are not members of their employer's existing 
retirement system (Ca!STRS or CalPERS) must be covered by Social Security or an alternate plan. The District 
has elected to use social security as their alternate plan. Both the District and the employee are required to 
contribute 7.65% each of the gross salary up to $97,500. 

On Behalf Payments 

The State of California makes contributions to CalSTR.S and Ca!PERS on behalf of the District. These payments 
consist of State General Fund contributions to CalSTR.S in the amount of $394,696 (4.517 percent of salaries 
subject to CaiSTRS). No contribution to CalPERS was required for the year ended June 30, 2008. Under 
accounting principles generally accepted in.the United States of America, these amounts arc to be reported as 
revenues and expenditures. Accordingly, these amounts have been recorded in these fmancial statements. On 
behalf payments have been excluded from the calculation of available reserves, and have not been included in the 
budget amounts reported in the General Fund Budgetary Schedule. 

NOTE 15 - COMMITMENTS AND CONTINGENCIES 

Grants 

The District received financial assistance from Federal and State agencies in the form of grants. The 
disbursement of funds received under these programs· generally requires compliance with terms and conditions 
specified in the grant agreements and are subject to audit by the grantor agencies. Any disallowed claims 
resulting from such audits could become a liability of the general fund or other applicable funds. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
fmancial position of the District at June 30, 2008. 

Litigation 

The District is involved in various litigation arising from the normal course ofbusiness. In the opinion of 
management and legal counsel, the disposition of all litigation pending is not expected to have a material adverse 
effect on the overall financial position of the District at June 30, 2008. 
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LIVE OAK SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2008 

Construction Commitments 

As of June 30, 2008, the Dis1rict had the following commitments with respect to the W1finished capital projects: 

CAPITAL PROJECT 
District-wide projects 
Kid Care and portable classrooms 
Live Oak Elementary site work 
Live Oak Elementary roofing 
Shoreline Middle roofing 
Tierra Pacifica Charter infrastructure 
District office parking lot and driveway 
Cypress Charter portables 

Total 

Remaining 
Construction 
Commitment 
$ 4,260 

1,310 
268,048 

3,756 
871,504 
315,534 
240,338 
134,675 

$ 1,839,425 

NOn: 16- PARTICIPATION IN PUBLIC ENTITY RISK POOLS AND JOINT POWER 
AUTHORITIES 

Expected 
Date of 

Completion 
06/01/09 
10/02/08 
06130109 
I 0/02/08 
06130109 
06/30/09 
06/30109 
06/30109 

The District is a member of the Santa Cruz Com1ty Schools' Health Insurance Group, the Santa Cruz/San Benito 
County Schools' Insurance Group, and the Southern Peninsula Region Property and Liability Insurance Group 
public entity risk pools and the North Santa Cruz County Special Education Local Plan Area joint powers 
authority (JPA). The District pays an annual premium to each entity for its health, workers' compensation, and 
property liability coverage. Payments for special education services are paid to the JP A. The relationships 
between the District, the pools, _and the JP A are such that they are not component units of the Dislrict for financial 
reporting purposes. 

These entities have budgeting and financial reporting requirements independent of member units and their 
financial statements are not presented in these financial statements; however, fund transactions between the 
entities and the Dislrict are included in these statements. Audited fmancial statements are available from the 
respective entities. 

During the year ended June 30, 2008, the Dislrict made payments of$2,229,459, $231,685 and $133,728 to the 
Santa Cruz County Schools' Health Insurance Group, the Santa Cruz/San Bernto County Schools' Insurance 
Group and the Southern Peninsula Region Prop.erty and Liability Insurance Group, respectively. 

NOTE 17- PRIOR PERIOD ADJUSTMENT 

In the government-wide statements the beginning balance of net assets as of July 1, 2007, has been reduced by 
$46,360 to reflect the impact of payables that should have been recorded as prior year expenses. In the 
governmental fund statements, the General Fm1d beginning fund balance was reduced by $46,360. The Building 
Fund beginning fund balance was reduced by $200,029, which did not affect the government-wide statements as 
these were capital expenditures. 
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LIVE OAK SCHOOL DISTRICT 

GENERAL FUND 
BUDGETARY COMPARISON SCHEDULE 
FOR THE YEAR ENDED JUNE 30, 2008 

Variances-
Favorable 

Budgeted Amounts (Unfavorable) 
(GAAP Basis) Actual Final 

Original Final (GAAP Basis) to Actual 
REVENlJES 
Revenue limit sources $10,665,757 $10,683,574 $ 10,717,33~ $ 33,758 
Federal sources 1,070,859 1,300,574 1,105,612 (194,962) 
Other state smrrces 2,627,693 2,982,708 3,365,346 382,638 
Other local sources 1,249,627 1,635,660 1,877,026 241,366 

Total Revenues' 15,613,936 16,602,516 17,065,316 462,800 
EXPENDITURES 
Current 

Instruction 9,385,501 10,805,981 10,368,596 437,385 
Instruction related activities: 

Supervision of instruction 733,491 971,482 721,440 250,042 
Instructional library, media, and technology 311,148 395,864 383,627 12,237 
School site administration 1,206,367 1,279,365 1,252,641 26,724 

l)upil services: 
Home-to-school transportation 158,143 180,344 176,117 4,227 
Food services 370 (370) 
All other pupil services 474,125 471,762 463,555 8,207 

General administration: 
Data processing 14,400 19,400 28,143 (8,743) 
All other general administration 1,336,310 1,379,190 1,252,705 126,485 

Plant services 1,325,569 1,579,625 1,433,820 145,805 
Ancillary services 193,252 29,284 . 22,431 6,853 
Community services 55,558 57,212 56,739 473 
Other outgo 17,748 11,028 7,775 3,253 

Total Expenditures' 15,211,612 17,180,537 16,167,959 1,012,578 
Excess (Deficiency) of Revenues Over Expenditures 402,324 (578,021). 897,357 1,475,378 
Other Financing Sources (Uses): 

Transfers out (134,240) (58,000) (58,000) 
NET CHANGE IN FUND BALANCES 268,084 (636,021) 839,357 1,475,378 
Fund Balance- Beginning"' 2,650,772 2,650,772 2,650,772 
Fund Balance- Ending $ 2,918,856 $ 2,014,751 $ 3,490,129 $ 1,475,378 

1 On behalf payments of$394,696 are included in the actual revenues and expenditures, but have not been included in the budget amounts. 
z Amount includes prior period adjustment. 
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LIVE OAK SCHOOL DISTRICT 

SPECIAL REVENUE MAJOR FUND- CHILD DEVELOPMENT 
BUDGETARY COMPARISON SCHEDULE 
FOR THE YEAR ENDED JUNE 30, 2008 

Budgeted Amounts 
(GAAP Basis) Actual 

Original Final ( GAAP Basis) 
REVENUES 
Federal sources $ $ 26,553 $ 3,304 
Other state sources 1,301,110 1,723,154 1,466,688 
Other local sources 583,135 637,722 580,171 

Total Revenues 1,884,245 2,387,429 2,050,163 
EXPENDITURES 
Current 

Instruction 1,200,758 1,445,024 1,264,891 
Instruction related activities: 

Supervision of instruction 114,229 109,032 69,497 
School site admiJristration 391,035 512,375 421,152 

General administration: 
All other general administration 104,663 138,735 109,429 

Plant services 67,636 279,647 214,514 
Total Expenditures 1,878,321 2,484,813 2,079,483 

NET CHANGE IN FUND BALANCES 5,924 (97,384) (29,320) 
Fund Balance -Beginning 153,427 153,427 153,427 
Fund Balance- Ending $ 159,351 $ 56,043 $ 124,107 
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Variances-
Favorable 

(Unfavorable) 
Final 

to Actual 

$ (23,249) 
(256,466) , 
(57,551) 

(337,266) 

180,133 

39,535 
91,223 

29,306 
65,133 

405,330 
68,064 

$ 68,064 
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LIVE OAK SCHOOL DISTRICT 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED JUNE 30, 2008 

Federal 

Federal Grantor/Pass-Through CFDA 

Program or Cluster Title Number 

U.S. DEPARTMENT OF EDUCATION 

Passed through California Department of Education (CDE): 

Title I, Part A., Basic Grants 84.010 

Title I, Part A, Non-Program Improvement LEAs 84.010 

Title I, Migrant Education . 84.011 

Title I, Even Start 84.213 

Title I, Part B, Even Start Migrant Education 84.214 

Title ll, California Math and Science 84.366 

Title II, Part A, Teacher Quality 84.367 

Title ll, Part D, Enhancing Education Through Technology 84.318 

Title ill, Limited English Proficiency 84.365 

Title ill, Immigrant Education Program 84.365 

Title IV, Part A, Drug-Free Schools 84.186 

Title V, Part A, Innovative Education Strategies 84.298A 

IDEA, Basic Local Assistance 84.027 

IDEA, Preschool Local 84.027A 

IDEA, Preschool Grants 84.173 

IDEA, Preschool StaffDevelopment 84.173A 

Advanced Placement Test Fee Program 84.330B 

Child Development: Quality Improvement 93.575 

Child Development: School-Age Child Care 93.575 

Medi-Cal Billing Option 93.778 

Subtotal 

U.S. DEPARTMENT OF AGRICULTURE 

Passed tluough California Department of Education 

Child Nutrition School Programs 10.553 

Fair Market Value of Commodities I 10.553 

Subtotal 

Total 

J Not included in financial statements 

See accompanying note to supplementary information. 
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Pass-Through 

Entity 

Identifying Federal 

Number Expenditures 

14329 $ 354,378 

14583 39,870 

13628 69,024 

13001 1,169 

14768 24,391 

14512 40,118 

14341 98,327 

14334 471 

10084 53,574 

14346 2,704 

14347 8,453 

13340 2,477 

13379 326,464 

13682 35,858 

13430 19,639 

13431 100 

14831 240 

13979 2;114 

13979 1,190 

00013 28,595 

1,109,156 

13390 393,384 

03396 6,473 

399,857 

$ 1,509,013 



LIVE OAK SCHOOL DISTRICT 

LOCAL EDUCATION AGENCY ORGANIZATION STRUCTURE 
JUNE 30, 2008 

ORGANIZATlON 

The I,-ive Oak School District was established in 1872 and consists of an area comprising approximately four 
square miles. The District operates three elementary schools, one middle school, one independent study school 
and one charter high school. There were no boundary changes during the year. 

GOVERNING BOARD 

MEMBER OFFICE TERM EXPIRES 

Larry Perlin President 2008 

Bernard Bricmont Clerk 2008 

Paul Franklin Member 2010 

Karen Palmer Member 2010 

Michael Pisenti Member 2010 

ADMTh'ISTRATION 

NAME TITLE 

Dr. David Paine Superintendent 

Laurie Bloom-Sweeney Assistant Superintendent, Educational Services 

Patricia Deming Chief Business Official 

See accompanying note to supplementary information. 
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LIVE OAK SCHOOL DISTRICT 

SCHEDULE OF AVERAGE DAILY ATTENDANCE 
FOR THE YEAR ENDED JUNE 30, 2008 

Grade Level 
Kindergarten 
First through third 
Fourth through sixth 
Seventh and eighth 
Special education 

Total 

Grade Level Classroom Based 
Ninth through twelth 

SUMMER SCHOOL 
Elementary 

See accompanying note to supplementary information. 

46 

Amended 
Second 
Period 
Report 

188 
585 
601 
403 

59 
1,836 

108 

Annual 
Report 

189 
585 
602 
404 

59 
1,839 

109 

Hours of 
Attendance 

II ,616 



LIVE OAK SCHOOL DISTRICT 

SCHEDULE OF INSTRUCTIONAL TIME 
FOR THE YEAR ENDED JUNE 30, 2008 

1982-83 1986-87 2007-2008 Number of Days 
Actual Minutes Actual Traditional Multitrack 

Grade Level Minutes Requirement Minutes Calendar Calendar Status 
Kindergarten 31,500 36,000 36,000 180 N/A In Compliance 
Grades I 42,000 50,400 50,400 180 NIA In Compliance 
Grades 2 42,000 50,400 50,400 180 N/A In Compliance 

Grades 3 42,000 50,400 50,400 180 N/A In Compliance 

Grades 4 53,025 54,000 54,000 180 N/A In Compliance 

Grades 5 53,025 54,000 54,000 180 N/A In Compliance 

Grad~s 6 53,025 54,000 54,132 180 N/A In Compliance 

Grades 7 53,025 54,000 54,132 180 N/A In Compliance 

Grades 8 · 53,025 54,000 54,132 180 N/A In Compliance 

Grades 9 64,800 64,800 180 N/A In Compliance 

Grades 10 64,800 64,800 180 N/A In Compliance 

Grades II 64,800 64,800 180 N/A In Compliance 
~· Grades 12 64,800 64,800 180 N/A In Compliance 

See accompanying note to supplementary information. 
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LIVE OAK SCHOOL DISTRICT 

RECONCILIATION OF ANNUAL FINANCIAL AND BUDGET REPORT WITH 
AUDITED FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2008 

Summarized below are the fund balance reconciliations between the Unaudited Actual Financial Report and the · 
audited fmancial statements. 

FUND BALANCE 
Balance, June 30, 2008, Unaudited Actuals 

Increase in: 
Acconnts Payable 

Balance, Jnne 30, 2008, 
Audited Financial Statements 

See accompanying note to supplementary information. 

Building · 

$ 820,162 

(254,584) 

$ 565,578 
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LIVE OAK SCHOOL DISTRICT 

SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2008 

(Budget) 

2009 1 2008 
GENERAL FUND 

Revenues $ 15,028,649 s 17,048,192 
Expenditures 15,046,843 16,150,835 
Other uses and transfers out 58,000 58,000 

Total Expenditures 
and Transfers Out 15,104,843 16,208,835 

INCREASE (DECREASE) 
IN FUND BALANCE $ (76,194) $ 839,357 

ENDING FUND BALANCE $ 3,413,935 $ 3,490,129 

AVAILABLE RESERVES 2 
$ 2,446,009 $ 2,466,942 

AVAILABLE RESERVES AS A 
PERCENT AGE OF TOTAL OUTGO 4 

16.19% 15.60% 

LONG-TERM DEBT $ 21,040,488 $ 21,908,104 

AVERAGE DAlLY 
ATTENDANCE AT P-2 3 

1,824 1,836 

2007 2006 

$ 17,431,191 $ 16,494,766 
16,175,419 15,392,933 

116,000 237,066 

16,291,419 15,629,999 

$ 1,139,772 $ 864,767 

$ 2,650,772 $ 1,5i 1,000 

$ 2,091,895 $ I ,476,976 

13.16% 9.69% 

$ 22,686,491 $ 14,826,342 

1,933 1,918 

The General Fund balance has increased by $1,979,129 over the past two years. The fiscal year 2008-2009 
budget projects a decrease of$76,194 (2.18%). For a district tlris size, the State recommends available reserves of 
at least 3 percent of total General Fund expenditures, transfers out, and other uses (total outgo). 

The District has incurred operating surpluses in each of the past three years and anticipates incurring an operating 
deficit during the 2008-2009 fiscal year. Total long-term obligations have increased by $7,081,761 over the past 
two years, due to the issuance of general obligation bonds. 

Average daily attendance has decreased by 82 over the past two years.· An additional decrease of 12 ADA is 
anticipated during fiscal year 2008-2009. 

1 Budget 2009 is included for analytical purposes only and has not been subjected tO audit. 

2 A vailablc reserves consist of all undesignated fund balances and all funds designated fo~ economic uncertainty contained within the 
General Fund and the Special Reserve Fund (other than capital outlay). 

3 Excludes Charter School 

4 On-behalf payments of$394,696, $400,932 and $382,083 have been excluded from total expenditures in arriving at the amount from 
which the available reserve percentage was calculated for the year ending June 30, 2008, 2007 and 2006 respectively. 

See accompanying note to supplementary information. 
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LIVE OAK SCHOOL DISTRICT 

EXCESS SICK LEAVE 
JUNE 30, 2008 

Section 19833.5 (a)(3) or (a)(3)(b) Disclosure 

Live Oak School District does not provide more than 12 sick leave days in a school year to any CalSTRS 
member. 

Sec accompanying note to supplementary information. 
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LIVE OAK SCHOOL DISTRICT 

SCHEDULE OF CHARTER SCHOOLS 
FOR THE YEAR ENDED JUNE 30, 2008 

Name of Charter School 
Cypress Charter 

Tierra Pacifica Charter 

See accompanying note to supplementary information. 
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LIVE OAK SCHOOL DISTRICT 

NOTE TO SUPPLEMENTARY INFORMATION 
JUNE 30, 2008 

NOTE 1 -PURPOSE OF SCHEDULES 

Schedule of Expenditures of Federal Awards 

The accompanying schedule of expenditures of Federal awards includes the Federal grant activity of the District 
and is presented on the modified accrual basis of accounting. The information in this schedule is presented in 
accordance with the requirements of the United States Office of Management and Budget Circular A-133, Audits 
of States, Local Governments, and Non-Profit Organizations. 

Local Education Agency Organization Structure 

This schedule provides information about the District's boWJdaries and school operated, members of the 
governing board, and members of the administration. 

Schedule of" Average Daily Attendance (ADA) 

Average daily attendance (ADA) is a measurement of the number of pupils attending classes of the District. The 
purpose of attendance accounting from a fiscal standpoint is to provide the basis on which apportionment's of 
State fWJds are made to school districts. This schedule provides information regarding the attendance of students 
at various grade levels and in different programs. 

Schedule oflnstructioual Time 

The District has received incentive funding for increasing instructional time as provided by the Incentives for 
Longer Instructional Day. This schedule presents information on the amoWJt of instructional time offered by the 
District and whether the District complied with the provisions of Education Code Sections 46200 through 46206. 

Districts must maintain their instructional minutes at either the 1982-83 actual minutes or the 1986-87 
requirement, whichever is greater, as required by Education Code Section 4620 I. 

Reconciliation of Annual Financial and Budget Report with Audited Financial Statements 

This schedule provides the information necessary to reconcile the fund balance of all fWJds reported on the 
Unaudited Actual Financial Report to the audited financial statements. 

Schedule of Financial Trends and Analysis 

'Irus schedule discloses the District's financial trends by displaying past years' data along with current year budget 
information. These fmancial trend disclosures are used to evaluate the District's ability to continue as a going 
concern for a reasonable period of time. 

Excess Sick Leave 

This schedule provides information required by the Audit Guide for California K-12 Local Educational Agencies 
for excess sick leave authorized or accrued for members ofthe California State Teachers Retirement System 
(CalSTRS). 
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LIVE OAK SCHOOL DISTRICT 

NOTE TO SUPPLEMENTARY INFORMATION- CONTINUED 
JUNE 30, 2008 

Schedule of Charter Schools 

This schedule lists all Charter Schools chartered by the School District and displays information for each Charter 
School on whether or not the Charter School is included in the School District audit. 
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SUPPLEMENTARY INFORMATION- UNAUDITED 



LIVE OAK SCHOOL DISTRICT 

NON-MAJOR GOVERNMENTAL FUNDS 
<::OMBININGBALANCE SHEET- UNAUDITED 
JUNE 30, 2008 

Deferred Special Reserve 

Charter Cafeteria Maintenance Non-Capital 

School Fond Fond Fund 

ASSETS 
Deposits and investments $ 448,028 $ 109,250 $ 218,385 $ 623,348 
Receivables 43,951 79,626 

Total assets $ 491,979 $ 188,876 $ 218,385 $ 623,348 

LIABILITIES AND 
FUND BALANCES 

Liabilities; 
Accounts payable $ 445 $ 6,020 $ $ 

Due to other funds 40,208 44,644 

Deferred revenue 1,821 
Total liabilities 42,474 50,664 

Fund Balances: 
Reserved for: 

Stores inventories 7,829 
Other reservations 32,196 

Unreserved: 
Designated 36,951 
Undesignated, reported in: 

Special revenue funds 380,358 130,383 218,385 623,348 
Debt service funds 
Capital projects funds 

Total fund balance 449,505 138,212 218,385 623,348 
Total Liabilities and 
Fund Balances $ 491,979 $ 188,876 $ 218,385 $ 623,348 

See accompanying note to supplementary information- unaudited. 
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County School Special Reserve 
Facilities Capital Outlay 

Fund Fnnd 

$ 2,793 $ 1,024,344 $ 

$ 2,793 $ 1,024,344 $ 

$ $ $ 

2,793 1,024,344 

2,793 1,024,344 

$ 2,793 $ 1,024,344 $ 

Bond Interest 
MeUoRoos and Redemption 

Fund Fund 

362,757 $ 1,077,147 

50,539 
413,296 $ 1,077,147 

4 s 

4 

I ,077,147 

413,292 

413,292 1,077,147 

$ 

$ 

$ 

Non Major 
Governmental 

Funds 

3,866,052 

174,116 
4,040,168 

6,469 

84,852 

1,821 

93,142 

7,829 

32,196 

36,951 

1,352,474 

1,077,147 

1,440,429 

3,947,026 

413,296 $ I ,077, 147 =$====4~,0,;,40;;,=16=8= 
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LIVE OAK SCHOOL DISTRICT 

NON-MAJOR GOVERNMENTAL FUNDS· 
COMBINING STATEMENT OF REVENUES, 
EXPENDITURES AND CHANGES IN FUND BALANCE -UNAUDITED 
FOR THE YEAR ENDED JUNE 30, 2008 

Deferred Special Reserve 
Charter Cafeteria Maintenance Non-Capital 

Fund Fund Fund Fund 
REVENlJES 
Revenue limit sources $ 736,385 $ $ $ 

Federal sources 240 393,384 

Other state sources 87,433 3:2,497 76,433 

Other local sources 25,608 177,176 9,134 25,417 

Total Revenues 849,666 603,057 85,567 . 25,417 

EXPENDITUIU:S 
Current 

Instruction 520,463 

Instruction related activities: 
School site administration 125,116 

Pupil Services: 
Food services 565,494 

All other pupil services 403 

General administration: 
All other general administration 33,722 18,351 

Plant services 20,680 48,449 74,765 

Facility acquisition and construction 
Ancillary services 3,312 

Debt service 
Principal 
Interest and other 

Total Expenditures 703,696 632,294 74,765 

Excess ( deficien~y) of 
revenue.s over expenditures 145,970 (29,237) 10,802 25,417 

Other Financing Sources (Uses): 
Transfers in 58,000 

NET CHANGE IN FUND BALANCES 145,970 28,763 10,802 25,417 

Fund Balance - Beginning 303,535 109,449 207,583 597,931 

Fund Balance - Ending $ 449,505 $ 138,212 $ 218,385 $ 623,348 ' 

See accompanying note to supplementary information- unaudited. 
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County School Special Reserve Bond Interest Nonmajor 
Facilities Capital Mello Roos and Redemption Governmental 

Fund Fund Fund Fund Funds 

$ $ $ $ $ 736,385 

393,624 

11,400 207,763 

114 48,800 132,661 1,384,485 1,803,395 

114 48,800 132,661 1,395,885 3,141,167 

520,463 

125,116 

565,494 

403 

52,073 

10,885 154,779 

44,437 44,437 

3,312 

260,743 580,000 840,743 

873,732 873,732 

260,743 55,322 1,453,732 3,180,552 

114 (211,943) 77,339 (57,847) (39,385) 

58,000 

114 (211,943) 77,339 (57,847) 18,615 

2,679 1,236,287 335,953 I, 134,994 3,928,411 

s 2,793 $ 1,024,344 $ 413,292 $ 1,077,147 $ 3,947,026 
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LIVE OAK SCHOOL DISTRICT 

NOTE TO SUPPLEMENTARY INFORMATION- UNAUDITED 
JUNE 30, 2008 

Non-major Governmental Funds- Combining Balance Sheet and Combining Statement of Revenues, 
EJtpenditures and Changes in Fund Balance 

The Non-major Governmental Funds Balance Sheet and Statement of Revenues, Expenditures and Changes in 
Fund Balance is included to provide information regarding the individual funds that have been included in the 
Non-Major Governmental Funds column on the Governmental Funds Balance Sheet and Statement of Revenues, 
Expenditures and Changes in Fund Balance. 
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INDEPENDENT AUDITORS' REPORTS 
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Vavrinek, Trine, Day & Co., LLP 
Certified Public Accountants 

VALUE THE DIFFERENC 

INDEPEI'i'DENT AUDITORS' REPORT ON INTER.l\'AL CONTROL OVER 
FINANCIAl~ REPORTJNG AND ON COMPLIANCE AND OTHER MA TIERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORJ'\1ED IN 
ACCORJ>ANCE WITH GOVERNM.t.JVTA UDITING STANDARDS 

Governing Board 
Live Oak School District 
Santa· cruz, California 

We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of Live Oak School District as of and for the year ended June 30, 2008, which 
collectively comprise Live Oak School District's basic financial statements and have issued our report thereon 
dated December 15, 2008. We conducted our audit in accordance with auditing standards generally accepted in 
the United States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered Live Oak School District's internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Live Oak School 
District's internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness 
of the Live Oak School District's internal control over financial reporting. 

A control deficiency exists when the design or operation of a control does not allow management or employees, in 
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A 
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the 
District's ability to initiate, authorize, record, process, or report fmancial data reliably in accordance with 
generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of 
the District's financial statements that is more than inconsequential will not be prevented or detected by the 
District's internal control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more 
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected 
by the District's internal control. 

Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over 
financial reporting that we consider to be material weaknesses, as defined above. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Live Oak School District's financial statements are fi-ee 
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant af,'feements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that arc required to be reported under 
Government Auditing Standards. 

This report is intended solely for the information and use of the governing board, management, the California 
Department of Education, the State Controller's Office, Federal awarding agencies, and pass-through entities, and 
is not intended to be and should not be used by anyone other than these specified parties. 

Y~,j~, ~j ~·t1JJJf 
Palo Alto, California 
December 15,2008 
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Vavrinek, Trine, Day & Co., LLP 
Certified Public Accountants 

VALUE TH~ DIFFERENC 

INDEPENJ>ENT AIDJITORS' IU:PORT ON COMPLIANCE WITH 
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL 
CONTROl" OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

Governing Board 
Live Oak School District 
Santa Cruz, California 

Compliance 

We have audited the compliance of Live Oak School Disuict with the types of compliance requirements described 
in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable 
to each of its major Federal programs for the year ended June 30, 2008. Live Oak School Disuict's major Federal 
programs are identified in the summary of auditors' results section of the accompanying schedule of findings and 
questioned costs. Compliance with the requirements of Jaws, regulations, contracts, and grants applicable to each 
of its major Federal programs is the responsibility of Live Oak School District's management. Our responsibility 
is to express an opinion on Live Oak School Disuict's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance 
requirements referred to above that could have a direct and material effect on a major Federal program occurred. 
An audit includes examining, on a test basis, evidence about Live Oak School District's compliance with those 
requirements and performing such other procedures as we considered necessary in the circumstances. We believe 
that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of 
Live Oak School Disuict's compliance with those requirements. 

In our opinion, Live Oak School District complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major Federal programs for the year ended June 30, 2008. 

59 

260 Sheridan Avenue, Suite 440 Palo Alto. CA 94306 Tel: 650.462.0400 Fax: 650.462.0500 www.vtdcpa.com 

FR!!S~O • LAGUNA HILLS • PALO ALTO • PLEASANTON • RANCHO CUCAMONGA 

http://www.vldcpa.com


Internal Control Ov~r Compliance 

The management of Live Oak School District is responsible for establishing and maintaining effective internal 
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to Federal 
programs. In planning and performing our audit, we considered Live Oak School District's internal control over 
compliance with the requirements that could have a direct and material effect on a major Federal program in order 
to determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do 
not express an opinion on the effectiveness of the Live Oak School District's internal control over compliance. 

A control deficiency in a district's internal control over compliance exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their assigned functions, to 
prevent or detect noncompliance with a type of compliance requirement of a Federal program on a timely basis. 

A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the 
District's ability to administer a Federal program such that there is more than a remote likelihood that 
noncompliance with a type of compliance requirement of a Federal program that is more than inconsequential will 
not be prevented or detected by the District's internal control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more 
than a remote likelihood that a material noncompliance with a type of compliance requirement of a Federal 
program will not be prevented or detected by the District's internal control. 

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph 
of this section and would not necessarily identify all deficiencies in internal control that might be significant 
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that 
we consider to be material weaknesses, as defined above. 

This report is intended solely for the information and use of the governing board, management, the California 
Department of Education, the State Controller's Office, Federal awarding agencies, and pass-through entities and 
is not intended to be and should not be used by anyone other than these specified parties . 

.... r . j . !J . f v~, ~, d: tb.J~ 
Palo Alto, California 
December 15, 2008 
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Vavrinek, Trine, Day & Co., LLP 
Certified Public Accountants 

VALUE THE DIFFERENC 

JNDEPENDENT AUDITORS' REPORT ON STATE COMPLIANCE 

Governing Board 
Live Oak School District 
Santa Cruz, California 

We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund infonnation of Live Oak School District as of and for the year ended June 30, 2008, and have 
issued our report thereon dated December 15,2008. We conducted our audit in accordance with auditing 
standards generally accepted in the United States of America; the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States; and the 
Standardv and Procedures for Audits of California K-12 Local Educat_ional Agencies 2007-08, issued by the 
California Edueatiorl Audit Appeals Panel as regulations. 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. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinions. 

Compliance with the requirements of laws, regulations, contracts, and grants listed below is the responsibility of 
Live Oak School District's management. In connection with the audit referred to above, we selected and tested 
transactions and records. to determine the Live Oak School District's compliance with the State laws and 
regulations applicable to the following items: 

Attendance Accounting: 
Attendance reporting 
Kindergarten continuance 
Independent study 
Continuation education 
Adult education 
Regional occupational centers and programs 

Instructional Time: 
School districts 
County offices of education 

Community day schools 
Morgan-Hart Class Size Reduction 
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Procedures in 
Audit Guide 

8 
3 

23 
10 
9 
6 

6 
3 
9 
7 
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Procedures 
Performed 

Yes 
Yes 
Yes 

Not Applicable 
Not Applicable 
Not Applicable 

Yes 
Not Applicable 
Not Applicable 
Not Applicable 
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Instructional Materials: 
.General requirements 
K-8 only 
9-12 only 

Ratios of Administrative Employees to Teachers 
Classroom Teacher Salaries 
Early retirement incentive 
Gann limit calculation 
School Construction Funds: 

· School District bonds 
State school facilities funds 

Excess sick leave 
Notice of right to elect California State Teachers Retirement 

System (CalSTRS) membership 
Proposition 20 Lottery Funds (Cardenas Textbook Act of 2000) 
State Lottery Funds (California State Lottery Act of 1984) 
California School Age Families Education (Cal-SAFE) Program 
School Accountability Report Card 
Mathematics and Reading Professional Development 
Class Size Reduction Program (including in Charter Schools): 

General requirements 
Option one classes 
Option two classes 
District or charter schools with only one school serving K-3 

After School Education and Safety Program 
General requirements 
After school 
Before school 

Charter Schools: 
Contemporaneous records of attendance 
Mode of instruction 
Non classroom-based instruction/independent study 
Determination of funding for non classroom-based instruction 
Annual instruction minutes classroom based 

Procedures in 
Audit Guide 

12 

4 
1 

3 

1 
2 

1 
2 
2 
3 
3 
4 

7 
3 
4 
4 

4 
4 
5 

15 
3 
3 

Procedures 
Performed 

Yes 
Yes 

Not Applicable 
Yes 
Yes 

Not Applicable 
Yes 

Yes 
Yes 
Yes 

Yes 
Yes 
Yes 

Not Applicable 
Yes 

Not Applicable 

Yes 
Yes 

Not Applicable 
Not Applicable 

Yes 
Yes 

Not Applicable 

Yes 
Yes 

Not Applicable 
Not Applicable 

Yes 

Based on our audit, we found that for the items tested, the Live Oak School District complied with the State laws 
and regulations referred to above. Our audit does not provide a legal determination on Live Oak School District's 
compliance with the State laws and regulations referred to above. 

This report is intended solely for the information and use of the governing board, management, the California 
Department of Education, the State Controller's Office, the California Department of Finance, Federal awarding 
agencies, and pass-through entities and is not intended to be and should riot be used by anyone other than these 

. specified parties. 

'{~,;}~, l)d. t;,}jjf 
Palo Alto, California 
December 15, 2008 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 



LIVE OAK SCHOOL DISTRICT 

SUMMARY OF AUDITORS' RESULTS 
FOR THE YEAR ENDED JUNE 30, 2008 

FINANCIAL STATEMENTS 
Type of auditors' report issued: 

Internal control over fmancial reporting: 

Material weaknesses identified? 

Significant deficiencies identified not considered to be material weaknesses? 

Noncompliance material to financial statements noted? 

FEDERAL AWARDS 
Internal control over major programs: 

Material weaknesses identified? 

Significant deficiencies identified not considered to be material weaknesses? 

Type of auditors' report issued on compliance for major programs: 
Any audit fmdings disclosed that are required to be reported in accordance with 
Circular A-133, Section .510(a) 

Identification of major programs: 

CFDA Numbers 

10.553 
Name of Federal Program or Cluster 
C..'hild Nutrition 

Dollar threshold used to distinguish between Type A and Type B programs: 
Auditee qualified as low-risk auditee? 

STATE AWARDS 
Internal control over State programs: 

Material weaknesses identified? 
Reporting conditions identified not considered to be material weaknesses? 

Type of auditors' report issued on compliance for State programs: 
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Unqualified 

No 

None reported 

No 

No 
None reported 

Unqualified 

No 

$ 300,000 

Yes 

No 
None reported 

Unqualified 



LIVE OAK SCHOOL DISTRICT 

FINANCIAL STATEMENT FINDINGS 
FOR THE YEAR ENDED JUNE 30, 2008 

None reported. 
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LIVE OAK SCHOOL DISTRICT 

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2008 

None reported. 
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LIVE OAK SCHOOL DISTRICT 

STATE AWARDS FI!\'DINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2008 

None reported. 
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LIVE OAK SCHOOL DISTRICT 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 
FOR THE YEAR ENDED JUNE 30, 2008 

Except as specified in previous sections of this report, summarized below is the current status of all audit fmdings 
reported in the prior year's schedule of financial statement findings. 

Financial Statement Findings 
None reported. 

Federal Award Findings 
None reported. 

State Award Findings 
None reported. 
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APPENDIX D 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

ll1is Continuing Disc losurc Certificate (the ·'Disclosure Ccrtillcate'') is executed and 
delivered by the Live Oak School District (the "'District'') in connection with the execution and 
delivery of its $11,998,973.65 Certificates of Participation (2009 Financing Project) (the 
"'Ccrtilicates"). The Certillcatcs arc being executed pursuant to a Trust Agreement, dated as of June 
I. 2009, by and among the District. U.S. Bank National Association. as trustee (the "'Trustee") and 
the Live Oak School District Financing Corporation of Calilornia (the "Corporation"). The District 
covenants as follows: 

SECTION I. Purpose of the Disclosure Cc11ilicatc. This Disclosure Certificate is being 
executed and delivered by the District lor the benefit of the Holders and Beneficial Owners of the 
Certificates and in order to assist the Participating Underwriter in· complying with the Rule. 

SECTION 2. Definitions. In addition to the dclinitions set forth in the Trust Agreement. 
which apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in 
this Section. the following capitalized terms shall have the I(JIIowing meanings: 

"'Annual Report" shall mean any Annual Report provided by the District pursuant to, and as 
described in, Sections 3 and 4 of this Disclosure Ccrtillcatc. 

"Bcncllcial Owner" shall mean any person which (a) has the power, directly or indirectly. to 
vote or consent with respect to. or to dispose of ownership of, any Certificates (including persons 
holding Certificates through nominees. depositories or other intermediaries). or (b) is treated as the 
owner of any Certificates tor federal income tax purposes. 

"Disclosure Representative" shall mean the Superintendent of the District. the Director of 
Business Services of the District. or their designee. or such other orticer or employee as the District 
shall designate in writing from time to time. 

''Dissemination Agent" shall mean the District, or any successor Dissemination Agent 
designated in writing by the District and which has filed with the District a written acceptance of 
such designation. 

"Implementation Date" shall mean July I, 2009, or any later date set by the Securities and 
Exchange Commission for implementation of continuing disclosure lilings with the Municipal 
Securities Rulcmaking Board. 

"Listed Events" shall mcm1 any of the events listed in Section 5(a) of this Disclosure 
Ccrtillcate. 

"Official Statement" shall mean the Official Statement relating to the Ccrtilicates. dated June 
17. 2009. 

''Pm1icipating Underwriter" shall mean Piper JaiTray & Co. or any of the original underwriter 
of the Certificates required to comply with the Rule in connection with offering of the Certificates. 
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"'Repository"' shall mean, prior to the Implementation Date, each nationally recognized 
municipal securities information repository and each state information depository (as those terms arc 
used in the Rule) and, after the Implementation Date, the Municipal Securities Rulcmaking Board. 
which can be found at http://cnuna.msrb.org/. or any other repository of disclosure information that 
may be designated by the Securities and Exchange Commission as such for purposes of the Rule in 
the future. 

"'Rule" shall mean 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" shall mean the State of California. 

SECTION 3. Provision of Annual Reports. 

(a) l11e District shall, or. upon delivery of the Annual Report to the Dissemination 
Agent. shall cause the Dissemination Agent to. not later than nine months after the end of the 
District's fiscal year (which would be April I lollowing the District's fiscal year ending on June 30), 
commencing with the report tor the fiscal year ending June 30, 2009, provide to each Repository and 
the Participating Underwriter an Annual Report which is consistent with the requirements of Section 
4 of this Disclosure Certificate. The Annual Report may be submitted as a single document or as 
separate documents comprising a package. and may cross-reference other infonnation as provided in 
Section 4 of this Disclosure Certificate; provided that the audited financial statenicnts of the District 
may be submitted separately from the balance of the Annual Report and later than the date required 
above for the filing of the Annual Report if they arc not available by that date. If' the. District's fisc.al 
year changes, it shall give notice of such change in the same manner as tor a Listed Event under 
Section 5( c). 

(b) Not later than fifteen ( 15) Business Days prior to said date. the District shall provide 
the Annual Report to the Dissemination Agent (if other than the District). If the District is unable to 
provide to the Repositories an Annual Rcp011 by the date required in subsection (a), the District shall 
send a notice to each Repository in substantially the form attached as Exhibit A. 

(c) l11c Dissemination Agent shall: 

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

(ii) (if the Dissemination Agent is other than the District). file a report with the District 
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 and Form of Annual Reports. (a) The District's Annual Report shall 
contain or include by reference the following: 

(i) The District's audited linancial statements. prepared in accordance with generally 
accepted auditing standards and Government Auditing Standards issued by the Comptroller General 
of the United States. If tlie District's audited financial statements arc not available by the time the 
Annual Report is required to be filed pursuant to Section 3(a). the Annual Rcp011 shall contain 
unaudited financial statements in a format similar to the financial statements contained in the final 
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Official Statement, and the audited linancial statements shall be lilcd in the same manner as the 
Annual Report when they become available. 

(ii) Material financial information and operating data with respect to the District of the 
type included in the Oflic ial Statement in the following categories (to the extent not included in the 
District's audited linancial statements): 

(I) State funding received by the District for the last completed liscal year: 

(2) average daily attendance of the District lor the last completed tiscal year; and 

(.1) summary financial information on revenues. expenditures and fund balances for the 
District's general fund for last completed liscal year and summary linancial information on any 
adopted budget lor the current liscal year. 

Any or all of the items listed above may be included by specilic reference to other 
documents. including oflic ial statements of debt issues of the District 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 tina! ofticial statement. it must be available li·om the Municipal 
Securities Rulcmaking Board. The District shall clearly identify each such other document so 
included by reference. 

(b) The Annual Rcpon shall be filed in an electronic fom1at accompanied by identifying 
information prescribed by the Municipal Securities Rulemaking Board 

SECTION 5. Reporting of Signific<Int Events. 

(a) Pursuant to the provisions of this Section 5.the District shall give. or cause to be 
gtven. notice of the occurrence of any of the following events with respect to the Certilicates. if 
material: 

(i) Principal and interest payment delinquencies. 

(ii) Non-payment related delaults. 

(iii) Modifications to rights ofCcrtilicatc holders. 

(iv) Optional. contingent or unscheduled certilicate calls. 

(v) Dcfeasances. 

(vi) Rating changes. 

(vii) Adverse tax opinions or events affecting the tax-exempt status of the Certificates. 

(viii) Unscheduled draws on the debt service reserves rellccting financial difficulties. 

(ix) Unscheduled draws on the credit enhancements reflecting linancial difficulties. 

(x) Substitution of the credit or liquidity providers or their lailure to perform. 

D-3 



(xi) Release. substitution or sale of property securing repayment of the Certificates. 

(b) Whenever the District obtains knowledge of the occurrence of a Listed Event, the 
District shall as soon as possible determine if such event would be material under applicable federal 
securities laws. 

(c) If the District determines that knowledge of the occurrence of a Listed Event would 
be material under applicable federal securities laws, the District shall promptly tile a notice of such 
occurrence with the Repositories. Notwithstanding the foregoing. notice of Listed Events described 
in subsections (a}(iv) and (v) need not be given under this subsection any earlier than the notice (if 
any) of the underlying event is given to Holders of affected Certificates pursuant to the Trust 
Agreement. 

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

SECTION 7. Dissemination Al.!:cnl. The District 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. wi1J1 or without appointing a successor Dissemination 
Agent. The Dissemination Agent shall not be responsible in any manner for the content of any notice 
or report prepared by the District pursuant to this Disclosure Certificate. The Dissemination Agent 
may resign by providing thirty days written notice to the District and the Trustee. The Dissemination 
Agent shall not be responsible for the content of any report or notice prepared by the District and 
shall have no duty to review any inl(mnation provided to it by the District. l11c Dissemination Agent 
shall have no duty to prepare any inlonnation report nor shall the 'Dissemination Agent be 
responsible for tiling any report not provided to it by the District in a timely manner and in a form 
suitable for filing. 

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure 
Certificate, the District may amend this Disclosure Certificate, and any provision of this Disclosure· 
Certificate may be waived, p.rovidcd that. in the opinion of nationally recognized bond counseL such 
amendment or waiver is permitted by the Rule; provided, the Dissemination Agent shall have first 
consented to any amendment that modilies or increases its duties or obligations hereunder. In the 
event of any amendment or waiver of a provision of this Disclosure Ccnificatc, the District shall 
describe such amendment in the next Annual Report. and shall include, as applicable, a narrative 
explanation of the reason lor the amendment or waiver and its impact on the type (or in the case of a 
change of accounting principles. on the p·resentation) of financial information or operating data being 
presented by the District. In addition. if the amendment relates to the accounting principles to be 
followed in preparing financial statements. (i) notice of such change shall be given in the same 
manner as for a Listed Event under Section 5(c}. and (ii) the Annual Report l(>r the year in which the 
change is made shall present a comparison (in· narrative torm and also, if feasible. in quantitative 
form) between the financial statements as prepared on the basis of the new accounting principles and 
those prepared on the basis of the former accounting principles. 

SECTION 9. Additional information. Nothin~ in this Disclosure Certificate shall be deemed 
to prevent the District from disseminating any other ~1formation, using the means of dissemination 
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set forth in this Disclosure Ccriificate or any other means of communication, or including any other 
inl(mnarion 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 District chooses to include any information in any 
Annual Report or notice of occurrence of a Listed Event in addition to that which is spccilically 
required by this Disclosure Ccrtilicatc, the District shall have no obligation under this Certificate to 
update such information or include it in any future Annua I Report or notice of occurrence of a Listed 
Event. 

SECTION \0. Dclitult. In the event of a lirilurc of the District to comply with any provision 
of this Disclosure Ccrtillcatc. any Holder or Beneficial Owner of the Certificates may take such 
actions <IS may be necessary and appropriate. including seeking mandate or spccilic performance by 
court order. to cause the District to comply with its obligations under this Disclosure Certilicalc. A 
delirult under this Disclosure Certificate shall not be deemed an Event of Defitult under the Trust 
Agreement. and the sole remedy under this Disclosure Certificate in the event of any lirilurc of the 
District to comply with this Disclosure Certificate shall be an action to compel performance. 

No Certificate holder or Bcncllcial Owner may institute such action, suit or proceeding to 
compel performance unless they shall have Erst delivered to the District satisfactory written evidence 
of their status as such. and a written notice of and request to cure such failure. and the District shall 
have refused to comply therewith within a reasonable time. 

SECTION I I. Duties. lnm1unitics and Liabilities of Dissemination Agent. The 
Dissemination Agent shall have only such duties as arc spceillcally set forth in this Disclosure 
Certificate. and the District ab'TCCS. to the extent permitted by Jaw, to indemnify and save the 
Dissemination Agent. its officers, directors. employees and agents. harmless against any loss, 
expense and liabilities which it may incur arising out of or in the exercise or performance of its 
powers and duties hereunder, including the costs and expenses (including attomcy's fees) of 
defending against any claim of liability, but excluding liabilities due to the Dissemination Agent's 
negligence or willful misconduct. The Dissemination Agent shall be paid compensation by the 
District for its services provided hereunder in accordance with its schedule of fees as amended from 
time to tome and all expenses. legal fees and advances made or incurred by the Dissemination Agent 
in the performance of its duties hereunder. In performing its duties hereunder, the Dissemination 
Agent shall not be deemed to be acting in any fiduciary capacity for the District, the Certificate 
holders, or any other party. The obligations ol' the District under this Section shall survive 
resignation or removal of the Dissemination Agent and payment of the Certitleatcs. 

TI1c Dissemination Agent may conclusively rely upon the Annual Report provided to it by 
the District as constituting the Annual Report required of the District in accordance with this 
Disclosure Ab'l'Ccmcnt and shall have no duty or obligation to review such Annual Report. The 
Dissemination Agent shall have no duty to prepare the Annual Report nor shall the Dissemination 
Agent be responsible for tiling any Annual Report not provided to it by the District in a timely 
manner ·in a lorm suitable for tiling with the Repositories. No provision of this Disclosure 
Ab'TCcmcnt shall require the Disscinination Agent to risk or advance or expend its own funds or incur 
any linancial liability. Any company succeeding to all or substantially all of the Dissemination 
Agent's corporate trust business shall be the successor to the Dissemination Agent hereunder without 
the execution or !I ling of any paper or any further act. 

SECTION 12. Notices. Any notices or communications to or among any of the parties to 
this Disclosure Agreement may be given as follows: · 
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To the District: Live Oak School District 
984-1 Bostwick Lane 
Santa Cruz, California 95062 
Attention: Superintendent 

To the Dissemination Agent: Live Oak School District 
9R4-I Bostwick Lane 
Santa Cruz, California 95062 
Attention: Superintendent 

SECTION 13. Beneliciarics. This Disclosure Certilicate solely to the benelit of the District. 
the Dissemination Agent, the Participating Underwriter and Holders and Henclicial Owners from 
time to time of the Certilicates, and shall create no rights in any other person or entity. 

SECTION 14. Signature. This Disclosure Certiticate has heen executed by the undersigned 
on the date hereof, and such signature binds the District to the undertaking herein provided. 

Dated: June 30, 2009 LIVE OAK SCHOOL DISTRICT 

By: 
Chief Business Oflic ial 
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EXI11BIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of District: Live Oak School District 

Name of Certificate Issue: $11.998.973.65 Live Oak School District 
Certificates of Participation (2009 Financing Project) 

Date of Delivery: June 30. 2009 

NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with 
respect to the above-named Certificates as required by the Continuing Disclosure Certificate 
executed by the District on the date or delivery or the Certificates. The District anticipates that the 
Annual Report will be tiled by _____ _ 

Dated: LIVE OAK SCHOOL DISTRICT 

By: [form onlv; no sicmaturc rcguircd·l 
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APPENDIX E 

BOOK-ENTRY ONLY SYSTEM 

General 

The h!lormation in this .\·cction concerning DTC and DTC 's hook-en!!)" .\ystem has been 
o/Jiaincdfi-om sources that/he District helievcs to he reliahle. hut/he District takes no re.\'jJ(IIl.l'ihiliiF 
for !he ocuwoc:F or completeJJe.~:~· lherer!/ The Dis/rid cannot and does not gh:e any assurances !hal 
DTC. DTC Participants or Indirect Porticipallls IFill distrilmte to the Beneficial 01\'ller.,· (a! 
pilvmenls of illlerest. principal or premium. if any. ll'ith rc.1pect to the Ccrtificoles. (h) certificates 
representing ownership intcre.w in or other cm!firmation or ownership interest in the Certfficates. or 
(c) redemptioll or other notices sent to DTC or Cede & Co .. its nominee. as the registered o\Filer (~( 

tlw Certificate.\', or that thev will so do n11 a time!F hasis or that DTC. DTC Participalll.\' or DTC 
Jndirec/ Porticipoms ll'ill act in the 1/Wllller described in this Official Stmemenl. The Clll'!'e/11 
"Rules .. applicable to DTC are 011_!ile ll'ith the Securities and Exchange Commission and the currelll 
"Procedures" of DTC to hefill/rnt'cd in dealing ll'ith DTC Participants ore 011/ilc with DTC. 

The Depository Trust Company ("DTC'), New York. NY, will act as securities depository 
for the Certificates. The Certificates will be issued as fully-registered securities registered in the 
name of Cede & Co. (DTC's partnership nominee) or such other name as may be requested by an 
authorized representative ofDTC. One fully-registered Certificate will be issued for each issue of the 
Ccrtilicatcs, each in the aggregate principal amount of such issue, and will be deposited with DTC. 
If. however, the ag6'1"egatc principal amount of any issue exceeds $500 million. one certificate will be 
issued with respect to each $500 million of principal amount, and an additional certificate will be 
issued with respect to any remaining principal amount of such issue. 

DTC. the world's largest securities dqX>sitmy, is a limitcd-pwvosc trust company organized 
under the New York Banking Law, a "banking organization" within the meaning of the New York 
B<mking Law, a member of the Federal Reserve System, a "clearing cmvoration" within the meaning 
of the New York Unit<.mn Commercial Code. and a "clearing agency" registered pursuant to the 
provisions of Section I 7A of the Securities Exchange Act of 1934. DTC holds and provides asset 
servicing for over 3.5 million issues of US. and non-U.S. equity issues. coqJomte and municipal debt 
issues. and money market instruments (li·otn over 100 countries) that DTC's pmticipants ("Direct 
Participants'') deposit with DTC. DTC alsn facilitates the IX>st -ti<rde scnlcment among Direct Panicipants 
of sales and other securities tmnsactions in deposited securities, through electronic computerized book
entry transtCrs and pledges between Direct Participants' accounts. TI1is eliminates the need for 
physical movement of securities ccrtilicatcs. Direct Participants include both U.S. and non -U.S. 
securities brokers and dealers. banks. trust companies. cleming corporations, and ccnain other 
ort,>anizations. DTC is a wholly-owned subsidiary ofTI1c Deposit01y Trust & Clearing Corporation 
(''DTCC"). DTCC is the holding company for DTC. National Securities Clearing CoqX>ration and 
Fixed Income Clearing Corporation. all of which arc registered clearing agencies. DTCC is owned by . 
the users of its ret,'lilatccl subsidiaries. Access to the DTC system is also available to others such as 
both U.S. and non-U.S. securities brokers and dealers, bal)ks. trust companies. and clearing corpomtions 
th::n 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. ll1c DTC Rules 
applicable to its PanicijJants arc on tile with the Securities and Exchange Commission. More 
information about DTC can be round at www.dtcc.com and www.dtc.on!. 
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Purchases of Certificates under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Certificates on DTC's records. The ownership 
interest of each actual purchaser of each Certificate ("Beneficial Owner") is in turn to be recorded on 
the Direct and Indirect Pm1icipants' records. Beneficial Owners will not receive written 
confirmation fi·om DTC ol' their purchase. Benclicial Owners arc, however, expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their 
holdings, lrom the Direct or Indirect Participant through which the Beneficial Owner entered into the 
transaction. Transfers of ownership interests in the Certificates arc to be accomplished by entries 
made on the books of Direct and Indirect Participants acting on behalf of Beneficia I Owners. 
Beneficial Owners will not receive certificates representing their ownership interests in Certificates, 
except in the cvcntthatusc of the book-entry system for the Ccrtilicates is discontinued. 

To facilitate subsequent transfers, all Certificates deposited by Direct Pat1icipants with DTC 
arc registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may he 
requested by an authorized representative of DTC. The deposit of Certificates with DTC and their 
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in 
beneficial ownership. DTC has no knowledge of the actual Bcnclicial Owners of the Certificates; 
DTC's records reflect only the identity of the Direct Participants to whose accounts such Certificates 
arc credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants 
wi II 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. 

Prepayment notices shall be sent to DTC. If less than all of the Certificates within an issue 
arc being prepaid, DTC's practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue to be prepaid. 

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

Payments of principal oC premium, if any and interest evidenced by the Certilicatcs 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 Pat1icipants' accounts upon DTC's receipt of tlmds and 
corresponding detail information from the District or Trustee, on payable date in accordance with 
their respective holdings shown on ·DTC's records. Payments by Participants to Bcnclicial Owners 
will be governed hy standing instructions and customary practices, as is the case with securities held 
for the accounts of customers in bearer lorm or registered in "street name," and will be the 
responsibility of such Participant and not ofDTC nor its nominee, the Trustee, or the District subject 
to any statutory or regulatory requirements as may be in effect from time to time. Payment of 
prepayment proceeds, distributions and any other payments to Cede & Co. (or such other nominee as 
may be requested by an authorized representative of DTC) is the responsibility of the District or 
Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC and 
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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 Certificates at 
any time by giving reasonable notice to the District or Trustee. Under such circumstances. in the 
event that a successor dcposit01y is not obtained, Certificate certificates arc required to he printed 
and delivered. 

The District mav decide to discontinue usc of the system of book-cnt1y transfers through 
DTC (or a successor securities depository). In that event, Certificate certificates will be printed and 
delivered. 

The information in this section concerning DTC and DTC's book-entry system has been 
obtained fi·om sources that the District believes to be reliable, but the District takes no responsibility 
for the accuracy thereof. 

Discontinuance of Book-Entry System 

DTC may discontinue providing its services with respect to the Certificates at any time by 
giving notice to the Trustee and discharging its responsibilities with respect thereto under applicable 
law or, the District may terminate its participation in the system of book-entry transfers through DTC 
or any other securities depository at any time. In the event that the book-entry system is 
discontinued, the Trustee will execute and make available for delivery. replacement Certificates in 
the form of registered Certificates. In addition, the following provisions would apply: the principal 
of and prepayment premium. if any, with respect to the Certificates will be payable at the principal 
corporate trust office of the Trustee, and interest with respect to the Certificates will be payable by 
check mailed on each Interest Payment Date to the registered Owners thereof as shown on the 
registration books of the Trustee as of the close of business on the Record Date immediately 
preceding the applicable Interest Payment Date: provided, however, that registered Owners of at least 
$1,000.000 aggregate principa I amount of Certificates may, at any time on or. prior to such Record 
Date, give the Trustee written instructions for payment of ~uch interest on the succeeding Interest 
Payment Date by wire transfer to the bank account number on file with the Trustee as of the Record 
Date before the applicable Interest Payment Date. Certificates will be transf'crablc and exchangeable 
on the terms and conditions provided in the Trust Agreement. 

Transfer Fees 

For every transfer and exchange of Certificates. Owners requesting such transfer or exchange 
may be charged a sum suflicicnt to cover any tax. governmental charge or transfer fees that may be 
imposed in relation thereto. which charge may include transfer fees imposed by the Trustee, DTC or 
the DTC Participant in connection with such transf'crs or exchanges. 
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APPENDIXF 

ECONOMY OF THE CITY AND COUNTY OF SANTA CRUZ 

Thej{J//owing economic datujiw the CitF o(Sun!a Cruz (the "Citv ")and San! a Cruz. Coumv 
(the "Cou11tv ") ore presentedjiw i11jiwmation purposes o11/v. The Certificates ore 110t a debt or 
ohligation olthe City or the Countv. 

General Information 

Santa Cruz County. Santa Cruz County is located along the central coast of California 
approximately 65 miles south of San Francisco. It covers 439 square miles, with two-thirds of the 
County being forest land owned by the United States Department of Agriculture. TI1c County's 
boundaries arc chielly natural ones-the Santa Cruz Mountains to the cast, the Pajaro River on the 
south, and to the west, Monterey Bay and the Pacific Ocean. The northern border with San Mateo 
County is mountainous and wooded. 

TI1e County, incorporated in 1850, was one of the original 27 counties of the State with the 
City of Santa Cruz as the County seaL The County has a general law form of government with a 
legislative body comprised of a Jive-member Board of Supervisors e Icc ted to four-year terms. 

There arc five major highways that connect Santa Cruz with surrounding counties: . Highway 
travels along the coast south from San Francisco to the City of Santa Cruz and on ·to Monterey. 

Highways 9 and 17 crosses the County from the City of Santa Cruz across the Santa Cruz mountait\s 
into Santa Clara County. Highway 15 I joins Watsonville to Santa Clara County and with San Benito 
County by Highway 129. Highways 17, 152 and 129 connect with US 101 which is a major north
south route. 

Major airports in the area include: San Jose Metropolitan Airport Monterey Airport, 
San Francisco Intemational Airport, which provide air cargo and passenger flight services, and 
Watsonville Municipal Airport which provides private and executive air transportation. 

The County is an impottant vacation and recreation area. Within its borders arc six state 
parks, including a number of beaches. The City, the largest city and county scat, features attractive 
beaches and a boardwalk. The mid-county section, which consists of the City of Capiiola and the 
unincorporated areas of Soquel and Aptos, provides numerous attractions for both tourist and local 
residents. including four major shopping centers and two State beaches. The southern part of the 
county, part of the Pajaro Valley, is a productive agricultural district. Industries like food canning 
and freezing, which arc closely tied to farming, arc located in or ncar Watsonville, the major 
community in the region. The activities which arc not directly based on a;,>riculture or tourism, such 
as electronic-related manufacturing, computer services. and educational services provided by a 
university, a community college, and a private college, arc scattered throughout the County. 

City of Santa Cruz. The City of Santa Cruz is located on the northern patt of Monterey 
Bay, approximately 74 miles south of the City of San Francisco and 30 miles from the City of San 
Jose. The City has an area of 12 square miles and in 2008 had a population of 5R, I 25 residents. 
Major industries of the area include a;,~·iculture, tourism, manufacturing, food processing and high 
tee h lirms. 
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The City was incorporated in 1866 as a town under the laws of the State of California. In 
1876 the City received its first charter as a city which was governed by a Mayor and a four-member 
council. In 1907 the citizens voted for a new charter designating the Mayor as chief executive and a 
seven-member City Council. Later charters gave· the Mayor and a four-member council executive 
and administrative powers. In 1948, the City adopted a new charter establishing a Council-Manager 
form of government with a Mayor, a council of six members which set policies for the City, and a 
City Manager as the chief administrator. 

Local bus transportation is provided by Santa Cruz Metropolitan Transit District with 
Greyhound and Peerless Bus lines providing long distance service to other areas. Southern Pacific 
Railroad and Amtrak provide commercial and passenger rail service with Southern Pacific 
Transportation Company providing freight service tor the coastal part of the County and the 
Watsonville area. Common and contract carriers also provide fi·eight transportation for the area. 

Population 

The population of the County has increased to 266,519 as of January I, 2008 according to the 
California Department of Finance estimates. This total represents an increase of approximately 
3.29% since 2002. The tollowing table shows population ti!,'lJres for the County and major cities 
within the County for years 2002 through 200S. 

COUNT\' OF SANTA CRUZ 
Population (Cities And Unincorporated Areas) 

2002-2008 

Area 2002111 2003 111 2004111 2005 111 200()111 2007111 200S{I 1 

Towl County 25K029 25K426 -25K9S5 259,933 2(1L294 203.499 1(16.5 19 
Tot;JJ Unincorpomtcd 134.2XI 134.019 13~33S 132.537 133.! 19 133.421 134.979 
Total Incorporated Areas 123.74X 124.407 125.f>47 l27.3lJ6 12X.I75 130.07X 131.540 

Capito !a IO,OS7 I O.OK2 10.1!09 9.912 9.904 9.935 I 0.0 I 5 
Santa Cruz 54.649 55347 56Jl37 56.3X7 56.709 57.423 5S.l25 
Scotts Valley 11.502 11.561 11.542 1 \,55 X l 1.559 1\.SKK 1\.697 
Wutsonvillc 47.510 47.417 4i-UJ59 49.539 50.003 5Ll32 51.703 

111 As of January \s 1
• 

2002-200~ with 2000 DRU Benchmark. 
.\ourcc.· .)"talc of'Calffhmhl. Dcportmc/11 (!/Finance. 
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Income 

Effective buying income as reported in the annual publication "Survey of Buying Power" 
published by Sales and Marketing Managcmclll, is defined as personal income less personal taxes 
and nontax payments. Personal income includes wages and salaries, other labor-related income, 
proprietor's income, rental income, dividends, personal interest income and transfer payments. 
Deductions arc then made for federaL state and local taxes, nontax payments (such as lines and 
penalties) and personal contributions for social insurance. 

The following tables shows the median household Effective Buying Income for the County, 
the State <llld the United States between calendar years 200 I and 2007. 

Year 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

COUNTY OF SANTA CRUZ 
Effective Buying Income 

Median Household 
2001-2007 

County of State of 
Santa Cruz California 

$53,459 S43.532 

47.947 42.484 

48.449 42.924 

49,653 43.915 

50,046 44,681 

50.564 46,275 

52.533 4X,203 

United States 

S38.3G5 

38,035 

38201 

39.324 

40,529 

41255 

41.792 

Source: 2001-2005 Soles & Alarkeling Mwwgemcllf Mogo:::ine "Swn~r r!f'Buying Poll'er 'mu/2006-2007Demogrophics USA. 

F-3 



Commercial Activity 

Consumer spending in the County during 2007 resulted in more than $3.1 billion in taxable 
sales: The following table provides taxable sales in the County and the City lor 2003 through 2007. 

COUNTY OF SANTA CRUZ 
Taxable Sales 

2003-2007 
(In Thousands) 

Tvuc of Rt.·taii'Businl'SS 2003 2004 2005 

Apparel Stores Group S7X.445 SX4.575 S91.3X2 
General Merchandise Group 35~.104 367.013 373.513 
Specialty Stores Group 2XL723 2X4.2R6 299321 
Food Stores Group 1 o7.712 171.185 179.01 X 
Fating and Drinking Group 290.708 305.517 312.015 
Household Group 100.921 110.896 1\5,93~ 
Building Material Group 254.935 206.0 I X 239.213 
Automotive Group 481.4XR 508.557 547.197 
Service Stations 
All Other Retail Stores Group 126.75? 132.6 I I 137.419 
Retail Stores Total S2.1411, ?XX S2 170 65R S2095011 

Business and Personal Services 132.689 139.227 138.80 I 
All Other Outlets 509.164 606 724 640 333 

Total All Outlets S2 7R2 641 so9J6o09 S3 074 145 

111 For year 2007. Specialty Stores Group is included in All Other Retail· Stores Group. 
121 For yc3rs 2003-2006 Service Stations were included in the Automotive Group. 
Source: "Ta.whlc Sales in Califhmio (Sales & Usc Tax)," Colifhrnia Boord o{t:lfi!Uii::otion. 

Tvnc of RC"tail Rusincss 

Apparel Stores Group 
General Merchandise Group 
Food Stores Group 
Eating and Drinking Group 
Household Group 
Building Material Group 
Automotive Group 
Service Stations 
All Other Retail Stores Group 
Retail Stores Total 

All Other Outlets 

Total All Outlets 

CITY OF SANTA CRUZ 
Taxahle Sales 

2003-2007 
(In Thousands) 

2003 2004 2005 

S23.311 527.714 S30J36 
I 04.726 115.019 123.020 
37.n8 38.207 43.043 

120.726 125.976 129.965 
24.9n 27JJ70 28.085 
55.359 43.339 42.611 

109.717 I 08.750 I Oo.078 
43.150 46Jg4 50.576 

116 110 117.021 1'1.359 
S6J5 365 Sli49,480 Sti74 873 

126 621 145.580 13fL961 

S761 9R6 s 795 060 S813 834 

~\'ourcc: Coli/iwnio Store Board o{t:iJI!a/i::.ation. 
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2006 2007 

591.393 595.845 
3RR.Oll 389.534 
311.X43 '" 
I R3.140 19R,039 

325.81 s JJR, 7 J R 
I 15.0'!7 116.7% 
242.889 234.426 
554,349 341.717 

252,183(.:!) 

146.023 418.285'" 
$2 35R 563 S? 385 543 

136.109 142.]96 
671 ?74 668 047 

S3 165 946 S3 195 7Xi\ 

200() 2007 

$30.669 S31.534 
133.497 136.6R I 

44,123 48,166 
136.51 I 143.831 
2R.530 33.396 
34.547 29.744 
99.183 95.951 
54.189 58.281 

177.253 113.437 
, S688 5QO S691021 

149 009 160 734 

S837 511 S851 755 

http://Merchandi.se
http://S2.9I6.609
http://S2.295.01
http://S3.074.I45


Major Employers 

ll1c following table sets forth the largest employers in the County as of .January 2009. 

COUNTY OF SANTA CRUZ 
Major Employe.rs 

Emplovcr 

5,000-9,999 Emplo.rccs: 
University of California at Santa Cruz 

I ,000-4.999 E:mph•)·ces: 
Dominican Hospital 
Santa Cruz Beach BoJrdwalk 
Santa Cruz Govemmental Center 
Sierra Club- Santa Cruz County 
\Vine and Roses Limousine Service 

500- 999 Employees: 
City of '0/atsonville 
Dutra Farms 
Larse Farms Inc, 
Monterey Mushrooms 
Plantronics Inc. 

· Santa Cruz Health Center 
Sea gate Technology LLC 
Sesnon House 
US Health & Human Service Department 
\Vatsonvil\c Conununity Hospital 
\Vest Marine Inc. 

250- 499 Employees: 
Aviza Technology Inc. 
Source Naturals Inc .. 
1lm.;shold Enterprises Ltd. 

P roduct/Scrvicc 

Education 

Health Care 
Hotel/Motel Management 
Government 
Environmental Conservatio11 
Limousine Service 

Municipal Government 
Wholesale Grocers 
FruitJVegetable Grower/Shippers 
Growers 
Manufacturers- Telephone and Telegraph Equipment 
Health Care 
Manufacturer- Computer Storage Devices 
Caterers 
Federal Government Health Ctm: Programs 
Health Care 
Internet and Catalog Shopping 

Manufacturers- Electronic Equipment and Supplies 
Manufacturer- Vitamin Products 
·wholesale Health Food Products 

*America's Labor Market Information System (ALMIS) Employer Databnsc. 2009 l't Edition .. 
Employer information provided by infO USA. 

Source: Cal(/ornia Employment LJc\·elopmenr Depal'lmcnt. 
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The following table sets forth the largest employers in the City as of June 2008. 

Emplovcr 

I ,000 - 4, 999 Emplo)·ccs: 
County of Santa Cruz 
City or Santa Cruz 

100- 499 Employees: 
Cost co 
Community Bridges 
Crow's Nest 
LightsurrTechnology Inc. 
Liv~ Oak School District 
Santa Cruz Biotechnology Incorporated 
Santa Cruz Sentind 
United Parcel Service 

CITY OF SANTA CRUZ 
Major Employers 

Product/St.•rvict.· 

Government 
Government 

Retail 
Health and !-Iuman S.:rvices 
Restaurant 
Data Processing/Preparation Service 
Education 
Research and Development 
Newspaper 
Delivery Service 

,)'ourcc: CiZl' (!f'Santa Cm:: Comprchcnsit'e /llllwal Financial Repol"l. June 30. :?008. 

Industry and Employment 

TI1e tables below show the labor force and the average annual wage and salary employers by 
industry in the County. 

Ci\'ilian Labor Force 
Employed 
Unemployed 
Unemployment Rate 

COUNTY OF SANTA CRUZ 
Labor Force, Employment and Unemployment 

2004-2008 

2004 2005 2006 

144,700 144.500 145.400 
134.500 135.400 137.200 

I 0.200 9.100 8.200 
7.0'X~ G.YYu 5.7%1 

Statewide Unemployment Rate 6.11% 5.4(% 4.9%, 

baw not seasonally adju:.tcd. 
S'o11n·e: Stolt' fJj.Col[fiwniu Emplf~J'men! DeJ'e/fJJnnent Departmcm. 
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2007 200l! 

146.200 148,400 
137.600 137.500 

R.600 10.~00 

5.9% 7.3 1% 
5.4(% 7.2% 



Total wage and sulury employment in the County increased by I ,400 posit ions, from I 00,500 
in 2004 to I 0 I ,900 in 2008. The largest industry in the County is the Services industry, accounting 
for 17.5% of total wage and salary employment. 

Farm 

COUNTY OF SANTA CRUZ 
Annual Average Industry Employment 

2004-2008 

2004 2005 2006 
7.500 7.800 7,400 

Nntural Resources. Mining & Construction 5.500 5.800 5.9.00 
MnnubctJtring 7.000 6.900 6.500 
Trade. Transpottation & Utilities I 8.200 18.300 18.700 
In !Om1:t t ioi1 l_g()O 1.600 1.400 
Financial Activities 3.700 3.700 3.800 
Professional & Busincs~ Services 9.()00 9.300 10.000 
Educational & Hcnlth Services 12.000 11.900 12.100 
Leisure & Hosritality 11.200 11.000 11.100 
Other Services 3.800 3.700 J.XOO 
Govcmmcnt 21 .000 21.300 21 .xoo 

Total Labor Force I 00 500 101 300 I 02 400 

2007 200R 
7.800 8.400 
5,400 4.700 
6.300 6.000 

19.100 18.000 
1.200 1.100 
3.700 3.500 

10.000 9.900 
12.400 12.500 
11.500 11.400 
3.900 4./00 

22.200 20.400 

103 400 I 0 I 900111 

"' Tht: 'Total Labor Force· cmploymclll is not directly comJXtr<lblc to the ··Emrloymcnt'" which is sh0\\11 under "L<lbor Force." Tot<1l Lahor 
Fr:m::o.:: ..;:,;tunatcs arc dcvclopo.::d hast.::d on dat:t coltcct<:d dircct!y tium cmr!<ty<:rs in the Curren! Empluym..:nt Sur\'ey ( CES) or ··establishm..:nl 
surn:y:· Total Labnr Force figures do not include the self-employed. unpaid family workt::rs and pnvate household employees. 

Note: Totals may not :1dd due to indcpl.'ndentmunding. 
Source.- Colijhmio l:"mjdoyii!CIIf !Je,·efotJiiiCIIf Dct)(Wimcnl: klonh 1008 Henchmw/, 

F-7 



Construction Activity 

Annual building permit valuation and the number of permits lor new dwelling units from 
2004 through 2008 tor the County and the City arc shown in the following tables. 

COUNTY OF SANTA CRUZ 
Building Permit Activity and Valuations 

2004-2008 
(Dollars in Thousands) 

Vah1ntions 
Residential 

Single Valuation 5172.604 $148.674 595,332 
Multiple Valuation 3,522 19.943 2.839 
Residential Alterations/Additions Valuation 3lJ.9 14 34502 39.470 
TOTAL RESIDENTIAL VALUATIONS 5216.040 5208.119 5137.641 

Nonresidential 
Commercial Valuation 56.211 517.420 522.41 I 
Industrial Valuation 0 0 0 
Other Valuation I 0.349 9.143 11,074 
N(mresidential Alten:ttions/ Additions Valuation 21 054 22 741 18.260 
TOTAL NONRESIDENTIAL V ALUAT\ONS 537.614 $49.304 £51.745 

TOT i\L BUILDING VALUATIONS $253,653 S257,423 s 189.386 

Units 
Single Units 739 669 411 
Multi-Dwelling Units 65 225 33 
TOTAL RESIDENTIAL UNITS 804 894 444 

Nutc: Total~ may not add due h1 independent rounding. 
Source. Consrmctirm f11dust!:1' Rcsmrch Boord 
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$64.553 $47.097 
56.488 7.177 
44.957 42.953 

s 165.998 S97.227 

528.839 Sl3.739 
600 500 

I 1,958 10.537 
21 156 41.428 

562,613 $66,204 

S228,612 5163.432 

236 191 
342 50 
57R 241 



CITY OF SANTA CRUZ 
Building Permit Activity and Valuations 

2004-2008 
(Dollars in Thousands) 

Valuations 
Residential 

Single Valuation $12,732 s 16,151 $24378 
Multiple Va\u~1tion 2A78 2,723 I .553 
Residential Alterations/Additions Valuation 9,008 9 512 12 021 
TOTAL RESIDENTIAL VALUATIONS 524,218 $2~385 S37,952 

Nonresidential 
Commercial Valuation $650 S2A07 s 13,942 
Industrial Valuation 0 0 (I 

Other Valuation 661 2,125 2,930 
Nmu·esidential Alterations/Additions Valuation 8348 4M2 9 920 
TOTAL NONRESIDENTIAL VALUATIONS $9,658 $9225 $26,791 

TOTAL BUILDING VALUATIONS $33,876 S3HIO $64,744 

Units 
Single Units 95 116 96 
Multi-Dwelling Units 53 30 ll 
TOTAL RESIDENTIAL UNITS 148 146 I 17 

Note: Totals may not :.~dd due to independent rounding. 
.Source: Consfi-IICfitJtl /mllts/1")' Rcsctll·ch B(Htrd. 
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Sl9,597 s 13,065 
50,388 4259 
14384 9,R03 

584369 $27,127 

SI6JI9 S9200 
(I 0 

4555 2A02 
6,634 24A93 

527509 $36,095 

Sll LR78 $03,222 

59 47 
287 30 
346 77 
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BOND ACCRETED VALUE TABLE 

Live Oak School Dislricl 
Cerlillcales of Pmiicipalion 

(2009 Financing Project) 

Serial Serial Serial 
Capital Capital Capital 

Apprecialion Appreciation Appreciation 
Certilicales Ce11i ticatcs Ce11iticatcs 
0~/01/2030 08/01/2031 08/0 I /2035 

Date 11.66%, 11.66'Y., 11.66% 

06/30/2009 458.30 409.20 260.05 
08/01/2009 462.80 413.20 262.60 
02/01/2010 489.75 437 30 277.90 
08/01/2010 5 I 8.30 462.80 294 10 
02/01/2011 548.55 489.75 31125 
08/0 I /20 I I 580.50 51 8.30 329.40 
02/01 /2012 614.35 548.55 348.60 
08/01/2012 650.20 580.50 368.90 
02/01/2013 688.10 614.35 390.45 
08/0 I /2013 728.20 650.20 413.20 
02/01/2014 770.65 688.10 437.30 
08/01/2014 815.60 72820 462.80 
02/01/2015 863.15 770.65 489.75 
08/01/2015 913.45 815 60 518.30 
02/01/2016 906.75 863.15 548.55 
08/01/2016 1,023 10 913.45 580.50 
02/01/2017 1,082.75 966.75 614.35 
08/01/2017 L\45 85 1,023.10 650.20 
02/0 I /2018 1.212.65 1,082.75 688.10 
08/0 I /2018 I ,283.35 L\45.85 728.20 
02/01/2019 I ,358.20 1,21265 770.65 
08/01/2019 1,437.35 1.283 35 815.60 
02/01/2020 1.521.15 I .358.20 863.15 
08/01/2020 I .609.85 1.437:35 913.45 
02/01/2021 1.703.70 1.521.15 966.75 
08/0 I /2021 1.803.05 I .609 ~5 1.023.10 
02/01/2022 1.908.15 1.703 70 1.082. 75 
0810 I /2022 2.019.40 1,803.05 1.145.85 
02/01/2023 2.137.15 1,908.15 1.212.65 
08/0 I /2023 2.261.75 2,019.40 I ,283 35 
02101/2024 2.393.60 2.137 15 I .358.20 
08/01/2024 2.53315 2.261.75 1,437.35 
02101/2025 2.680.85 2.393.60 !.521.!5 
08/0 I /2025 2.837.10 2.53315 I .609.85 
02/01/2026 3.002.55 2.680.85 1,703.70 
08/0 I /2026 3.177.60 2.837 10 I ,803.05 
02101/2027 3.362.85 3.002 55 1.908.15 
08/01/2027 3.558.90 3, 177.1i0 2.019.40 
02/01/2028 3.766.35 3.362.K5 2,137.15 



Date 

OS/0 1/2028 
02/01/2029 
08/01/2029 
02/01/2030 
08/01/2030 
02/01/2031 
08/01/2031 
02/01/2032 
08/01/2032 
02/01/2033 
08/01/2033 
02/01/2034 
08/01/2034 
02/01/2035 
08/01/2035 

BOND ACCRETED VALUE TABLE 

Live Oak School District 
Ce11iticates of Participation 

(2009 Financing Project) 

Serial 
Capital 

Appreciation 
Certi licates 
08/01/2030 

11.66'Y., 

3.985.95 
4.218.35 
4.464.25 
4.724.55 
5,000.00 

Serial 
Capital 

Apprccialion 
C:erti licates 
OX/0 1/2031 

11.66% 

3,558.90 
3.766.35 
3.9S5.95 
4.218.35 
4.464 25 
4.724.55 
5.000 00 

Scr\a\ 
Capital 

Appreciation 
C:crti licates 
08/01/2035 

11.66% 

2.261.75 
2,393 60 
2.533.15 
2.680.85 
2.837.10 
3.002 55 
3,17760 
3,362.::-;5 
3,558.90 
3.766.35 
3,n5.95 
4.218.35 
4,464.25 
4, 724.55 
5,000.00 
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f\SSURED 
GUARANTY' 

· f;NDURING FINANCIAL STRENGTH 

Financial Guaranty Insurance Policy 

Issuer: 

Obligations: 

· Assured Guaranty will make such Iasure 
applicable principal or interest becomes Due for aym t, 
Guaranty shall have RecE-ived a completed of 
does not in any instance conform to the te 

Policy No.: 

Premium: 

shall promptly give notice to the Trustee r the Payi A . nt. on ece t su nouce. the Trustee or the Paymg Agent may 
submit an amended Notice of Nonpa merl. Th Tr ee or t Pay g en i · urse the Insured Payments to the Holders only 
upon receipt by the Trustee or th a · g gen in form reas~bly tis eta to it of (i) evidence of the Holder's right to receive 
such payments, and (ii) eviden . inclu 'ng with t limit~n app ri instruments of assignment. that an of the Holder's 
rights to payment of such pri 1pal or i erest e f Paym)mr shall ere n vest in Assured Guaranty. Upon and to the extent of 
such disbursement Assure uar y sh e me e H lder'ut t Obligations. any appunenant coupon thereto and right to 
receipt of payment of R · · al ere o 1nter t t reon. d sha\1 be fully subrogated to all of the Holder's right. title and interest 
thereunder, includin ithout ~ion the righ o rec ·ve paymen~ in respect of the Obligations. Payment by Assured Guaranty to 
the Trustee or the ay1n:§A ent'K.lr· eben of the a~ discharge the ob!Jgation of Assured Guar3nty under this Policy to 
the extent of such ym t \\ 

1 on- nc~la le by ssured G ranty for any reason. The Premium on this Policy is not refundable for any 
reason. oes ot insur against s of y prepayment premium <?r other acceleration payment which at any time may 
becOme of ny ligation. otti han at the sole option of Assured Guaranty, nor against any risk other than 

Exce ent ·;;n,.~ odtfied by any endorsement hereto the fottowtng terms shalt have the meantngs speetfted 
for all purposes of thts Pol! · ~v~~aymentn means any amount previously d1stnbuted to a Holder m respect of any Insured 
Payment by or on h f the\ Issuer 1 wh!ch amount has been recovered from such Holder pursuant to the Unrted States 
Bankruptcy Code in ccordance 1with a final. nonappealable order of a court having competent jurisdiction that such payment 
constitutes an avoidab ef nee with respect to such Holder. "Business Day~ means any day other than (i) a Saturday or 
Sunday, (ii) any day on which the offices ot the Trustee. the Paying Agent or Assured Guaranty are closed, or (iii) any day on which 
banking institutions are authorized Of req1.1ired by taw, executive order Of governmental decree to be closed in the City of New York 
or in the State of Maryland. ~Due for Payment" means (i) when referring to the principal of an Obligation. the stated maturity date 
thereof. or the date on which such Obligation shall have been duly called for mandatory sinking fund redemption, and does not refer 
to any ear1ier date on which payment is oue by reason ot a call for redemption {other than by mandatory sinking fund redemption), 
acceleration or other advancement of maturity (unless Assured Guaranty in its sole discretion elects to make any principal payment, 
in whole or tn part, on such earlier date) and (ii) when referring to interest on an Obligation, the stated date for payment of such 
interest. "Holder" means. in respect of any Obligation, the person or entity who, at the time of Nonpayment, is entitled under the 
terms of such Obligation to payment of principal or interest thereunder, except that Holder shall not include the Issuer or any person 
or entity whose direct or indirect obligation constitutes the underlying security tor the Ob!igabons. ~InsUred Payments" means that 
portion of the principal ot and interest on the Obligations that shall become Due .tor Payment but shall be unpaid by reason of 
Nonpayment. Insured Payments shall not include any additional amounts owing by the Issuer solely as a result of the failure by the 
Trustee or the Paying Agent to pay such amount when due and payable, including without !imitation any such additional amounts as 
may be attribUtable to penalties or to interest accruing at a default rate. to amounts payable in respect of indemnification. or to any 
other additional amounts payable by the 1'rustee or the Paying Agent by reason of such failure. "Nonpayment" means, in respect of 
an Obligation, the failure of the Issuer to [lave provided sufficient funds to the Trustee or the Paying Agent for payment in full of aU 
principal and inlefest Due for Payment on such Obligation. It is further understood that the term "Nonpayment" in respect of an 
Obligation includes any Avoided Payment. ~Receipt~ or "Received~ means actual receipt or notice of or, if notice is given by 
overnight or other delivery service. or by certified or registered United States mail. by a delivery receipt signed by a person 
authorized to accept delivery on behalf of the person to whom the notice was given. Notices to Assured Guaranty may be mailed by 
registered mail or personally delivered or telecopied to it at 1325 Avenue of the Americas, New York, New York 10019. Telephone 
Number: {212) 974-0100, Facsimile Number: (212) 581-3268, Attention: Risk Management Department - Public Finance 
Surveillance. with a copy to the General Counsel, or to such other address as shall be specified by Assured Guaranty to the Trustee 
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or the Paying Agent in writing. A Notice of Nonpayment will be deemed to be Received by Assured Guaranty on a given Business 
Day if it is Received prior to 12:00 noon (New York City time) on such Business Day: otherwise it will be deemed Received on the 
next Business Day. ~Term~ means the period from and including the Effective Date until the earlier of (i) the maturity date for the 
Obligations, or (ii) the date on which the Issuer has made all payments required to be made on the Obligations. 

At any time during the Term of this Policy, Assured Guaranty may appoint a fiscal agent (the "Fiscal Agent") for purposes 
of this Policy by written notice to the Trustee or the Paying Agent, specifying the name and notice address of such Fiscal Agent. 
From and after the date of Receipt of such notice by the Trustee or the Paying_ Agent. copies of all notices d documents required 
to be delivered to• Assured Guaranty pursuant to this Policy shall be delivered simultaneously to the Fi I A ent and to Assured 
Guaranty'. All payments required to be made by Assured Guaranty under !his Policy may be made directly A ured Guaranty or 
by the Fiscal Agent on behalf of Assured Guaranty. The Fiscal Agent is the agent of Assur·ed Gu nty only, nd e Fiscal Agent 
shaH in no event be liable to the Trustee or the Paying Agent for ally acts of the Fiscal Agent or a failure A ure Guaranty to 
deposit. or cause to be deposited. sufficient funds to make payments due under this Policy. 

To the fu!!est extent permitted by applicable law, Assured Guaranty hereby w ves, in 
Holders only, all rights and defenses of any kind (including, without limitation. the defens of frau n the· 

(SEAL) 
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By: ___________ ~c-- ·-ccc--,--
(lnsert Authorized Signatory Name] 
(Insert Authorized Signatory Title] 

Signature attested to by: 

Counsel 



/ 

0 
I:ORADJ)JTI(l:\'Al. B<HlKS: EJ.AIIRA.Ct)~l tlR (~HR) 935-127~ 




