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December I. 2002. The Cenificates will be delivered a.~ fully registered certificate.~. without coupons, and when delivered will be registered in the name of 
The Depository Trust Company ("DTC"), New York, New York, or its nominee. DTC will act a.~ securities depository for the Cenificates. Ownership 
interesL~ in the Certificates may be purcha.,;ed in book-entry form only and in authorized denominations, as described in this Official Statement. 
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PLEDGED ANY FORM OF TAXATION. NEITHER THE CERTIFICATES NOR THE OBLIGATION OF THE DISTRICT TO MAKE LEASE 
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Maturity 
(December I) 

2003 
2004 
2005 
2006 
2007 
2008 
2009 

MATURITY SCHEDULE 
$12,130,000 Serial Certificates 

Base CUSIP 139702 

Principal Interest Maturity Principal Interest 
Amount Jute Yidd CU SIP {December I) Amount Rate Yield 

$ 695,000 2.100% 2.200% AG9 2010 $ 955,000 4.250% 4.450% 
720,000 2.700 2.800 AH7 2011 1,010,000 4.400 4.570 
750,000 3.125 3.300 AJ3 2012 1,060,000 4.500 4.670 
785,000 3.500 3.600 AKO 2013 1,125,000 4.500 4.750 
820,000 3.750 3.850 AL8 2014 I, 185,000 4.750 4.880 
860,000 4.000 4.100 AM6 2015 1,255 ,000 4.750 4.970 
910.000 4.125 4.300 AN4 

$11,125,000 5.125% Term Certificates Due December 1, 2022, Price 97.203 CUSIP 139702AV6 
$8,695,000 5.250% Term Certificates Due December 1, 2026, Price 97.963 CUSIP 139702AW4 

CUSIP 

AP9 
AQ7 
AR5 
AS3 
AT! 
AU8 

The Cenificates are offered when, as and if delivered and received by the Underwriter, subject to the approval as to legality by Stradling Yocca Carlson 
& Rauth, a Professional Corporation, Newpon Beach, California. Special Counsel. Certain legal maners will be passed upon for the District and for the 
Corporation by Stradling Yocai Carlson & Rauth, a Professional Corporation. Newpon Beach. California. It is anticipated that the Cenifiaites in definitive 
fonn will be available for delivery to The Depository Trust Company in New York, New York on or about Apnl 17, 2002. 

UBS PaineWebber 
Dated: April 4, 2002. 



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

This Official Statement is not to be construed as a contract with the purchasers of the Certificates. 
Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion, 
whether or not expressly so described herein, are intended solely as such and are not to be construed as 
representations of fact. 

The Underwriter has provided the following sentence for inclusion in this Official Statement: 

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

The information and expression of opinion herein are subject to change without notice and neither 
delivery of this Official Statement nor any sale made hereunder shall. under any circumstances, create any 
implication that there has been no change in the affairs of the District or any other parties described herein 
since the date hereof. This Official Statement is being submitted in connection with the sale of the Certificates 
referred to herein and may not be reproduced or used, in whole or in part, for any other purpose, unless 
authorized in writing by the District. All summaries of documents and laws are made subject to the provisions 
thereof and do not purport to be complete statements of any or all such provisions. 

Other than with respect to information concerning Financial Security Assurance Inc. (the "Insurer") 
contained under the caption "CERTIFICATE INSURANCE" and Appendix G - "SPECIMEN MUNICIPAL 
BOND INSURANCE POLICY" herein, none of the information in this Official Statement has been supplied 
or verified by the Insurer and the Insurer makes no representation or warranty, express or implied, as to (i) the 
accuracy or completeness of such information; (ii) the validity of the Certificates; or (iii) the tax exempt status 
of the interest with respect to the Certificates. 

WITH RESPECT TO THIS OFFERING, THE UNDERWRITER MAY ALLOT OR EFFECT 
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 
CERTIFICATES AT A LEVEL ABOVE TBA T WHICH MIGHT OTHERWISE PREVAIL IN THE 
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY 
TIME. THE UNDERWRITER MAY OFFER AND SELL THE CERTIFICATES DESCRIBED 
HEREIN TO CERTAIN DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AND 
OTHERS AT PRICES LOWER THAN THE PUBLIC OFFERING PRICES ST A TED IN THIS 
OFFICIAL ST A TEMENT AND SAID PUBLIC OFFERING PRICES MAY BE CHANGED FROM 
TIME TO TIME BY THE UNDERWRITER. 

THE CERTIFICATES HA VE NOT BEEN REGISTERED UNDER THE SECURITIES ACT 
OF 1933, AS AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT 
AND HA VE NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF 
ANY STATE. 
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$31,950,000 
CERTIFICATES OF PARTICIPA TIO:"J 

SERIES 2002 
(EDUCATION AND SUPPORT FACILITIES) 

Evidencing the Fractional Interests of the 
Owners Thereof In Lease Payments 

to be Made by the 
CAPISTRA"40 UNIFIED SCHOOL DISTRICT 

INTRODUCTIO:\ 

This Official Statement, which includes the cover page. Table of Contents and Appendices. provides 
certain information concerning the sale and delivery of Capistrano Unified School District's Certificates of 
Participation. Series 2002 ( the .. Certificates"), in the aggregate pnnc1pal amount of $31,950,000 evidencing the 
fractional interests of the registered owners thereof (the "Owners'') an Lease Payments (as hereinafter defined) 
to be made by the Capistrano Unified School District (the "D1stnct") pursuant to the Lease/Purchase 
Agreement. dated as of April 1. 2002 (the "Lease"), by and between the Capistrano Unified School District 
School Facilities Corporation. as lessor (the "Corporation"). and the District, as lessee, for the use and 
possession of the Property (as hereinafter defined). 

This introduction 1s not a summary of the Official Statement. It is only a brief description of and 
guide to. and is qualified by. more complete and detailed information contained in the entire Official 
Statement. 

The District 

The District. a political subdivision of the State of California (the "State"), was established in 1964. 
At an election held in September. 1964, voters within the Capistrano Union High School District voted to 
reorganize and create the Capistrano Unified School District to provide educational instruction for grades K 
through 12. The unified district's first school year of operation was 1964-65. The District presently serves 
approximately 46.560 students at 53 school sites. 

The District's boundaries include approximately 200 square miles in southern Orange County, 
California. The District is located approximately 77 miles north of the City of San Diego and 60 miles south 
of the City of Los Angeles. District facilities consist of 34 elementary schools, 8 middle schools, 5 high 
schools. one continuation high school, one alternative school and four child care development facilities. The 
District had a total K-12 enrollment of 44,942 in 2000-01. For more complete information concerning the 
District, including certain financial information, see .. DISTRICT HISTORY. OPERATION AND 
FINANCIAL INFORMATION" herein. 

Excerpts from the District's audited financial report for the fiscal year ended June 30, 2001 are 
attached hereto as Appendix D. The audited financial statements included as Appendix D, including the 
footnotes thereto, should be reviewed in their entirety. The Auditor has not consented to the inclusion of its 
report as Appendix D and has not undertaken to update its report or to take any action intended or likely to 
elicit infonnation concerning 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 its report dated 
November 2, 2001. 

Purpose of the Certificates 

The proceeds of the Certificates. net of Underwriter's discount. original issue discount, if any, and 
other delivery costs, will be used to construct certain public school improvements, including a swimming pool, 



classrooms and ancillary support facilities as more fully described below (collectively, the "Project"), to fund a 
debt service reserve, to fund capitalized interest with respect to the Certificates and to pay certain costs 
associated with the foregoing. See "ESTIMATED SOURCES AND USES OF PROCEEDS" herein. 

The Project 

The Project is expected to include the acquisition of a site for, and construction of a portion of. a new 
school administrative facility, the construction of a 50 meter swimming pool at the Capistrano Valley High 
School and the construction of major additions to the Newhart Middle School, provided the Project may 
include other authorized District improvements. The construction of all elements of the Project is expected to 
be completed in late 2004. The Project is expected to be funded with proceeds of the Certificates and with 
other District moneys currently set aside for such purpose and expected to become available prior to 
completion of construction of the Project. 

The Property 

The District is required under the Lease to pay Lease Payments for the use and possession of the 
District's (i) Las Flores School ("Las Flores School"), located at 25862 Antonio Parkway in the planned 
community of Rancho Santa Margarita. a permanent K-8 school facility which can accommodate 
approximately 2,400 students, together with the site therefor, and (ii) the District's Capistrano Valley High 
School ("Capistrano Valley High School''), located at 2630 I Via Escolar Mission Viejo, California a 
permanent 9-12 school facility which can accommodate approximately 3,000 students, together with the site 
therefor (Las Flores School and Capistrano Valley High School comprising, collectively, the "Property"). The 
District is also required to pay any taxes and assessments and the cost of maintenance and repair of the 
Property. 

The Las Flores School was constructed in 1998 and includes 12 portable buildings. The Las Flores 
School buildings (including portables) total approximately 92,500 square feet. The total area of the Las Flores 
School site is approximately 20 net developable acres. The Capistrano Valley High School was constructed in 
1977 and includes 416 portable buildings. The Capistrano Valley High School buildings (including portables) 
total approximately 228.768 square feet. The total area of the Capistrano Valley High School site is 
approximately 40 net developable acres. 

Security and Source of Payment of the Certificates 

The Certificates are being executed and delivered pursuant to Trust Agreement, dated as of April I, 
2002 (the "Trust Agreement"), by and among the District, the Corporation and U.S. Bank, N.A., as trustee (the 
"Trustee"), to finance the Project (as more fully described above). The Certificates evidence fractional and 
undivided interests in the right to receive Lease Payments and prepayments thereof to be made with respect to 
the Property by the District to the Corporation under the Lease. 

The Lease Payments are designed to pay, when due, the principal and interest with respect to the 
Certificates. The 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 of, damage to or loss of use and possession of the Property. See "RISK 
FACTORS - Abatement" herein. 

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 or pledge any form of taxation or for which the 
District bas 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 Redevelopment Agencies, the 
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State of California or any of its political subdivisions within the meaning of any constitutional or 
statutory debt limitation or restriction. 

Pursuant to an Assignment Agreement, dated as of April I. 2002 (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 the Site and Facilities Lease, dated as of April 1, 
2002, by and between the District and the Corporation (the "Site Lease"). including its rights to receive and 
collect Lease Payments and prepayments from 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 Agreement shall be administered by the Trustee in accordance with the provisions of the Trust 
Agreement for the equal and proportionate benefit of all Owners. 

Description of the Certificates 

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

Prepayment. The Certificates are subject to (i) mandatory sinking fund prepayment. and (ii) optional 
prepayment from legally available funds, expected to consist primarily of funds passed through to the District 
from each of the Community Redevelopment Agency of the City of Mission Viejo (the "MVCRA") and the 
City of San Juan Capistrano Community Redevelopment Agency (the "SJCRDA") (each, a "Redevelopment 
Agency" and, collectively, the "Redevelopment Agencies") pursuant to those certain Tax Sharing Agreements 
described under the heading 'THE CERTIFICATES - Prepayment - Optional Prepayment from Available 
Funds" herein, but which may include, without limitation, refunding obligation proceeds, Net Proceeds (as 
defined in "APPENDIX A - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS"), unexpended 
Certificate proceeds and other legally available moneys. See "THE CERTIFICATES - Prepayment" herein. 

Amounts received by the District from the Redevelopment Agencies are not pledged to the payment or 
prepayment of the Certificates and the District is not obligated to apply such amounts to the payment or 
prepayment of any Lease Payments or to other payments with respect to the Certificates. 

Denominations. The Certificates are being delivered in the minimum denominations of $5,000 or any 
integral multiple thereof. 

Registration, Transfers and Exchanges. The Certificates will be executed 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 of the Certificates (the "Beneficial 
Owners") in the denominations set forth above, under the book-entry system maintained by DTC, only through 
brokers and dealers who are or act through DTC Participants as described herein. Beneficial Owners will not 
be entitled to receive physical delivery of the Certificates. See "THE CERTIFICATES - Book-Entry Only 
System" herein. 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. 
See "THE CERTIFICATES - Book-Entry Only System - Discontinuance of DTC Service" herein. 

Payments. Principal of, premium, if any, and interest due with respect to the Certificates is payable 
by the Trustee to OTC. Disbursement of such payments to DTC Participants is the responsibility of OTC and 
disbursement of such payments to the Beneficial Owners is the responsibility of OTC Participants. In the 
event that the book-entry-only system is no longer used with respect to the Certificates, the Beneficial Owners 
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will become the registered owners of the Certificates and will be paid principal and interest by the Trustee, all 
as described herein. See "THE CERTIFICATES - Book-Entry Only System" herein. 

Certificate Insurance. Concurrently with the execution and delivery of the Certificates, the District 
has arranged for Financial Security Assurance Inc., a New York stock insurance company (the "Insurer''), to 
deliver to the Trustee a municipal bond insurance policy (the "Insurance Policy"). The Insurance Policy will 
guarantee the scheduled payment when due of the principal and interest evidenced by the Certificates. See 
"CERTIFICATE INSURANCE" herein. 

Continuing Disclosure. The District has covenanted for the benefit of the holders and beneficial 
owners of the Certificates to provide annual financial information and 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 l 5c2- l 2(b )(5) promulgated under the Securities Exchange Act of I 934. See 
"CONTINUING DISCLOSURE" herein and "APPENDIX E - FORM OF CONTINUING DISCLOSURE 
CERTIFICATE" attached hereto. The District has never failed to comply in all material respects with any 
previous undertakings with regard to said Rule to provide annual reports or notices of material events. 

Professionals Involved in the Offering 

U.S. Banlc, N.A., Los Angeles, California, will act as Trustee with respect to the Certificates. The 
Certificates will be delivered subject to the approval as to their legality by Stradling Y occa Carlson & Rauth, a 
Professional Corporation, Newport Beach, California, Special Counsel. The Certificates will be underwritten 
by UBS Paine Webber (the "Underwriter") and certain legal matters will be passed upon for the Trustee by its 
counsel. The District's financial report for the fiscal year ended June 30, 200 I, excerpts of which are included 
as Appendix D hereto, has been audited by Boceta, Macon, Workman & Associates, Certified Public 
Accountants, San Bernardino, California. 

Certificate Owners' Risks 

Certain events could affect the ability of the District to make the Lease Payments when due. See 
"RISK FACTORS" for a discussion of certain factors that should be considered, in 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 Tax-Sharing Agreements and the 
Assignment Agreement are available, upon request, and upon payment to the District of a charge for copying, 
mailing and handling, from the Associate Superintendent., Facilities Planning of the District at 32972 Calle 
Perfecto, San Juan Capistrano, California 92675. 

This introduction is not a summary of the Official Statement. It is only a brief description of and 
guide to, and is qualified by, more complete and detailed information contained in the entire Official 
Statement. 

This Official Statement contains brief descriptions of, among other things, the District, the 
Corporation, the Certificates, the Trust Agreement, the Lease, the Assignment Agreement, the Site Lease, the 
Tax-Sharing Agreements 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 agreements are qualified in their entirety by reference to such documents, and agreements and 
references herein to the Certificates are qualified in their entirety by reference to the form thereof included in 
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the Trust Agreement. Copies of such docwnents will be available for inspection at the principal office of the 
Trustee after delivery of the Certificates. Capitalized terms used but not otherwise defined herein shall have 
the meanings assigned thereto in the Trust Agreement. 

The sale and delivery of the certificate to potential investors is made only by means of the entire 
Official Statement. 

THE CERTIFICATES 

General 

The Certificates will be executed in the aggregate principal amount of $31,950,000. The Certificates 
will be dated as of the date the Certificates are delivered by the Trustee to the initial purchaser thereof (the 
"Date of Delivery"), and will be executed as registered Certificates without coupons in denominations of 
$5,000 each. or any integral multiple thereof. Interest with respect to the Certificates will be payable on each 
December I and June I, commencing December I, 2002 ( each a "Certificate Payment Date"), at the rates per 
annum set forth on the cover page of this Official Statement. The Certificates will mature on December I in 
the designated years and in the principal amounts as set forth on the cover of this Official Statement. 

If a Certificate is executed: (i) as of a Certificate Payment Date. interest will be payable from such 
Certificate Payment Date; (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 will be payable from such following Certificate Payment Date; or (iii) prior 
to the close of business on November 15, 2002, interest will be payable from the Date of Delivery. Interest 
with respect to the Certificates will be computed on the basis of a 360-day year comprised of twelve 30-day 
months. Owners of Certificates in an aggregate principal amount of $1,000,000 or more may, by providing 
written instructions to the Trustee, receive interest with respect to the Certificates by wire transfer to an 
account within the United States. 

The Certificates evidence and represent fractional and undivided interests of the Owners thereof in the 
Lease Payments to be made by the District. To the extent Lease Payments are abated or not made under the 
Lease and the Trustee has no other amounts available under the Trust Agreement to credit toward the Lease 
Payments, all Certificate Owners will receive a proportionate reduction in their payments. If the Lease is 
prepaid in part. for any reason, the Certificate Owners 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 first class mail to the Owners of record at the address shown on the Certificate registration 
books maintained by the Trustee for such purpose, or at the option of an owner of $1,000,000 or more of 
aggregate principal amount of the Certificates by wire transfer to an account in the United States. 

Prepayment 

Optional Prepayment from Available Funds. The Certificates are subject to prepayment, without 
premium. prior to their respective maturity dates on any Certificate Payment Date, in whole or in part, selected 
among maturities as determined by the District in its sole discretion and by lot within a maturity in the event 
the Trustee receives $5.000 or more of funds detennined by the District to be available to pay a part or all of 
the outstanding principal of the Certificates (the "Excess Available Funds") in any Fiscal Year, at par, plus 
accrued interest to the date fixed for prepayment. Excess Available Funds may include, without limitation, 
MVCRA and SJCRDA revenues, Net Proceeds, proceeds of refunding obligations, unexpended Certificate 
proceeds and any other legally available moneys. 
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No assurance can be given that the District of the Trustee will receive any Excess Available Funds; 
however, the District currently projects that certain Excess Available Funds will be generated pursuant to those 
certain Tax Sharing Agreements comprised of (i) the Tax Sharing Agreement by and between the MVCRA 
and the District dated December 14, 1992, as modified by the First Implementation Agreement to Tax Sharing 
Agreement by and between MVCRA and the District and dated as of November 16, 1998. and (ii) the Second 
Amended and Restated Agreement for Cooperation by and between the SJCRDA. the City of San Juan 
Capistrano and the District dated May 19. 1997 (each a .. Tax Sharing Agreement" and. collectively. the "Tax 
Sharing Agreements"). The Tax Sharing Agreements. together with certain Reserve Fund invesnnent 
earnings, and other anticipated revenues, are projected lo generate Excess Available Funds in the approximate 
amounts set forth in the table below. The District estimates that such Excess Available Funds will be applied 
to prepay Certificates on the approximate dates set forth in the table below. 

Projected Prepayment Date 
(December I) 

2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 

Projected Prepayment 
Amount 

$ 255.853 
353.228 
363,616 
483,275 
365.510 
474,886 
665,545 
712,968 
794,384 
717,702 
864,077 

1,039,623 
965,829 

l,103,901 
1,090.372 
1,324,935 
l.612,287 
2.451.411 

413.737 
975,387 

Notwithstanding the foregoing prepayment projections, various factors may reduce or increase annual 
Excess Available Funds, including amounts received by the District from the Redevelopment Agencies. 
Amounts passed through to the District under the SJCRDA Tax Sharing Agreement are subordinate to all 
existing or future indebtedness of the SJCRDA; therefore, the SJCRDA may not provide projected payments to 
the District in the event it issues additional indebtedness. Additionally, amounts received from the SJCRDA 
and MVCRA may be applied to prepay only that portion of Certificates which corresponds to the portion of 
Certificate proceeds expended for improvements located in the City of San Juan Capistrano and the City of 
Mission Viejo. respectively. See also. "RISK FACTORS - Pending Challenge to Property Tax Assessment 
Procedures" herein for a discussion of potential reductions in assessed values which could result in reductions 
in the District's current Excess Revenue projections. In addition to MVCRA and SJCRDA revenues. Excess 
Available Funds may be derived from any legally available funds of the District. Although the District 
anticipates that certain Excess Available Funds will be available to the Trustee which will result in a 
prepayment of some or all of the Certificates, the District is not obligated to apply amounts received by 
it under the Tax Sharing Agreements or from any other available sources to the payment or prepayment 
of Lease Payments or Certificates. 

Mandatory Sinking Fund Prepayment. The Certificates maturing on December 1, 2022 are subject 
to mandatory prepayment in part, by lot prior to their stated maturity date, on December 1, 2016 and on each 
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December I thereafter to maturity, without premium, in an amount equal to the Principal Component thereof, 
together with the Interest Component due with respect thereto to the date fixed for prepayment, as follows: 

Certificates Maturing on December I 2022 

Date 
<December 1} 

2016 
2017 
2018 
2019 
2020 
2021 
2022 (maturity) 

Amount 

$1.325,000 
1.405.000 
1.490.000 
1.580,000 
1,675,000 
1,770,000 
1.880.000 

The Certificates maturing on December l, 2026 are subJect to mandatory prepayment in part, by lot 
prior to their stated maturity date, on December I, 2023 and on each December I thereafter to maturity. 
without premium. m an amount equal to the Principal Component thereof. together with the Interest 
Component due with respecl thereto to the date fixed for prepayment. as follows: 

Certificates Maturing on December I. 2026 

Date 
<December I} 

2023 
2024 
2025 
2026 (maturity) 

Amount 

$1,990.000 
2.110,000 
2.230.000 
2,365,000 

To the extenl that a partial optional prepayment of the Certificates maturing on December l, 2022 or 
December I. 2026 occurs under the Trust Agreement, each of the remaining prepayment amounts listed above 
relating to such matunty of Cenificates shall be reduced pro rata. in multiples of $5,000. 

Prepayment Procedures 

Notice of prepayment shall be mailed by first-class mail. postage prepaid, not less than 30 nor more 
than 60 days before the prepayment date, to the Corporation and to the respective Owners of any Certificates 
designated for prepayment at their addresses appearing on the Cenificate registration books, and shall be sent 
by registered or othern:ise secured mail or delivery service, postage prepaid, to all Municipal Securities 
Depositories (as defined m the Trust Agreement) and to at least one National Information Service (as defined 
in the Trust Agreement) which the District shall designate to the Trustee. but neither failure to receive such 
notice nor any defect in any notice so mailed shall affect the sufficiency of the proceedings for the prepayment 
of such Certificates. Such notice shall specify: (a) that the Cendicates or a designated portion thereof are to 
be prepaid, (b) the numbers and series of the Certificates together with the CUSIP numbers to be prepaid 
(unless all Certificates of a maturity are being prepaid), (c) the date of notice and the prepayment date, (d) the 
place or places where the prepayment will be made, and (e) the following descriptive information regarding 
the Certificates: date, interest rates and stated maturity dates. Such notice shall further state that on the 
specified date there shall become due and payable upon each Certificate to be prepaid, the portion of the 
principal amount of such Certificate to be prepaid, together with interest accrued to said date, and prepayment 
premium, if any, and that from and after such date, provided that moneys therefor have been deposited with the 
Trustee, interest with respect thereto shall cease to accrue and be payable. 
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So long as The Depository Trust Company ("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. See "THE CERTIFICATES - Book-Entry Only System" herein. 

Whenever less than all the Outstanding Certificates are called for prepayment, the Trustee shall select 
Certificates for prepayment, from the Outstanding Certificates not previously called for prepayment, 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 are proportionate to the amounts of such 
payments initially established under the Trust Agreement. 

Payment of Prepaid Certificates. Notice having been given in the manner described above, the 
Certificates or portions thereof so called for prepayment will become due and payable on the prepayment date 
so designated at the prepayment price for such Certificate, and, upon presentation and surrender thereof at the 
office specified in such notice. the prepayment price of such Certificate to be prepaid will be paid as specified 
in such notice as provided in the Trust Agreement. If, on the prepayment date, moneys for the prepayment of 
all the Certificates or portions thereof to be prepaid together with interest to the prepayment date shall be held 
by the Trustee so as to be available therefor on said date and if notice of prepayment shall have been given as 
aforesaid. then, from and after the prepayment date, the interest due with respect to such Certificates or 
portions thereof so called for prepayment will cease to accrue and become payable. 

Book-Entry Only System 

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

DTC, the world's largest depository, is a limited-purpose trust company organized under the New 
York Banking Law, a "banking organization" within the meaning of the New York Banking Law, a member of 
the Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform 
Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17 A of the 
Securities Exchange Act of 1934. DIC holds and provides asset servicing for over 2 million issues of U.S. 
and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 
85 countries that DTC's participants ("Direct Participants") deposit with OTC. OTC also facilitates the post
trade settlement among Direct Participants of sales and other securities transactions in deposited securities, 
through electronic computerized book-entry transfers and pledges between Direct Participants' accounts. This 
eliminates the need for physical movement of securities certificates. Direct Participants include both U.S. and 
non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other 
organizations. DIC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation 
("DTCC"). DTCC, in turn, is owned by a number of Direct Participants of DTC and Members of the National 
Securities Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and 
Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries of DTCC), as 
well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National 
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as both U.S. 
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear 
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect 
Participants"). DTC has Standard & Poor's highest rating: AAA. The DIC Rules applicable to its 
Participants are on file with the Securities and Exchange Commission. 

Purchases of Certificates under the DIC 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 
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Participants' records. Beneficial Owners will not receive written confirmation from DTC of their purchase. 
Beneficial Owners are, however, expected to receive written confirmations providing details of the transaction, 
as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the 
Beneficial Owner entered into the transaction. Transfers of ownership interests in the Certificates are to be 
accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial 
Owners. Beneficial Owners will not receive certificates representing their ownership interests in Certificates, 
except in the event that use of the book-entry system for the Certificates is discontinued. 

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

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

Prepayment notices shall be sent to DTC. If less than all of the Certificates within a maturity are 
being prepaid, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in 
such maturity to be prepaid. 

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

Prepayment proceeds, distributions, and dividend payments on the Certificates will be made to 
Cede & Co., or such other nominee as may be requested by an authorized representative of OTC. DTC's 
practice is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail 
information from the District or the Trustee, on payment date in accordance with their respective holdings 
shown on DTC's records. Payments by Participants to Beneficial Owners will be governed by standing 
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer 
form or registered in "street name," and will be the responsibility of such Participant and not of OTC 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 dividend payments to Cede & Co. (or 
such other nominee as may be requested by an authorized representative of OTC) is the responsibility of the 
Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC, and 
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 
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DIC may discontinue providing its services as depository with respect to the Certificates at any time 
by giving reasonable notice to the District or the Trustee. Under such circumstances, in the event that a 
successor depository is not obtained. physical Certificates are required to be printed and delivered. 

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

The information in this section concerning OTC and DTC's book-entry system has been obtained 
from sources that the District believes to be reliable, but the District takes no responsibility for the accuracy 
thereof. 

Discontinuance of DTC Service. In the event that (a) DTC determines not to continue to act as 
securities depository for the Certificates or (b) the District determines to remove DIC from its functions as a 
depository, DTC's role as securities depository for the Certificates and use of the Book-Entry system will be 
discontinued. If the District fails to select a qualified securities depository to replace DTC. the District will 
cause the Trustee to execute and deliver new Certificates in fully registered form in such denominations 
numbered in the manner determined by the Trustee and registered in the names of such persons as are 
requested by the Beneficial Owners thereof. Upon such registration, such persons in whose names the 
Certificates are registered will become the registered Owners of the Certificates for all purposes. 

The following provisions regarding the exchange and transfer of the Certificates apply only during 
any period in which the Certificates are not subject to DTC's Book-Entry system. While the Certificates are 
subject DTC's Book-Entry system, their exchange and transfer will be effected through DTC and the 
Participants and will be subject to the procedures, rules and requirements established by OTC. 

All Certificates are transferable by the Owner thereof, in person or by his attorney duly authorized in 
writing, at the principal corporate trust office of the Trustee on the registration books maintained by the 
Trustee pursuant to the provisions of the Trust Agreement, upon surrender of such Certificates for cancellation 
accompanied by delivery of a duly executed written instrument of transfer in a form approved by the Trustee. 
The Trustee may treat the Owner of any Certificate as the absolute owner of such Certificate for all purposes, 
whether or not the principal or interest evidenced by such Certificate is overdue, and the Trustee will not be 
affected by any knowledge or notice to the contrary; and payment of the interest and principal evidenced by 
such Certificate will be made only to such Owner, which payments will be valid and effectual to satisfy and 
discharge the liability evidenced by such Certificate to the extent of the sum or sums so paid. 

Whenever any Certificate or Certificates shall be surrendered for transfer, the Trustee will execute and 
deliver a new Certificate or Certificates evidencing principal in the same aggregate amount and having the 
same stated principal payment date. The Trustee will require the payment by any Owner requesting such 
transfer of any tax or other governmental charge required to be paid with respect to such transfer. 

Certificates may be exchanged at the principal corporate trust office of the Trustee for Certificates 
evidencing principal in a like aggregate amount having the same stated Principal Payment Date in such 
Authorized Denominations as the Owner may request. The Trustee will require the payment by the Owner 
requesting such exchange of any tax or other governmental charge required to be paid with respect to such 
exchange. 

The Trustee will not be required to transfer or exchange any Certificate during the period commencing 
five days before the date of selection of the Certificates for prepayment and ending on the date of mailing 
notice of such prepayment. nor will the Trustee be required to transfer or exchange any Certificate or portion 
thereof selected for prepayment from and after the date of mailing the notice of prepayment thereof. 
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LEASE PAYMENT SCHEDULE 

Lease Payments are required to be made by the District under the Lease in the semi-annual amounts 
specified in the following table, to be due and payable on the fifteenth day of the month ( or if such day is not a 
Business Day, the next succeeding Business Day) immediately preceding the respective Certificate Payment 
Dates, for the use and possession of the Property. See "APPENDIX A - SUMMARY OF PRlNCIPAL 
LEGAL DOCUMENTS - The Lease" herein. 
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The following table summarizes the semiannual Lease Payment requirements of the District under the 
Lease: 

LEASE PAYMENT SCHEDULE 

Lease Payment Dates Principal Interest Semiannual Lease Pa:x:ments 

November 15. 2002 s s 941.752.78 $ 941,752.78 
May 15. 2003 756.765.63 756.765.63 
November 15, 2003 695.000 756.765.63 1.451.765.63 
May 15, 2004 749.468.13 749.468.13 
November 15. 2004 720.000 749.468.13 1.469.468.13 
May 15. 2005 739.74813 739.748.13 
November 15, 2005 750.000 739.748.13 1.489,748.13 
May 15.2006 728.029.38 728.029.38 
November 15. 2006 785,000 728.029.38 1.513.029.38 
May 15, 2007 714.291.88 714.291.88 
November 15, 2007 820,000 714.291.88 1.534,291.88 
May 15, 2008 698,916.88 698,916.88 
November 15, 2008 860,000 698.916.88 1.558.916.88 
May 15, 2009 681.71688 681,716.88 
November 15. 2009 910.000 681.71688 1.591,716.88 
May 15. 2010 662,94813 662,948.13 
November 15, 2010 955,000 662.948.13 l.617.948.13 
May 15, 2011 642.654.38 642,654.38 
November 15, 2011 1,010,000 642.654.38 1,652,654.38 
May 15, 2012 620.434.38 620,434.38 
November 15. 2012 1,060,000 620.434 38 1,680,434.38 
May IS, 2013 596.584.38 596,584.38 
November 15, 2013 1,125,000 596,584.38 l,721,584.38 
May IS. 2014 571.271.88 571,271.88 
November 15, 2014 1,185,000 571.271.88 l,756.271.88 
May 15. 2015 543.128 13 543.128. l 3 
November 15. 2015 1.255,000 543.128.13 l,798,128.13 
May 15, 2016 513.321.88 513.321.88 
November 15, 2016 1,325,000 513.321.88 l .838,321.88 
May 15, 2017 479,368.76 479.368.76 
November 15, 2017 l,405,000 479.368.76 1,884,368. 76 
May 15, 2018 443.365.63 443,365.63 
November 15. 2018 l.490.000 443.365.63 1.933,365.63 
May 15. 2019 405.184.38 405,184.38 
November 15. 2019 1.580,000 405.184.38 l.985.184.38 
May 15, 2020 364.696.88 364,696.88 
November 15, 2020 1.675.000 364,696.88 2.039,696.88 
May 15, 2021 321.775.00 321,775.00 
November 15, 2021 1,770,000 321.775.00 2.091,775.00 
May 15, 2022 276,418.75 276,418.75 
November 15, 2022 l,880,000 276.418.75 2,156,418.75 
May 15, 2023 228,243.75 228,243.75 
November 15, 2023 l,990.000 228.243.75 2.218,243. 75 
May 15, 2024 176.006.25 176,006.25 
November 15, 2024 2.110,000 176,006.25 2,286,006.25 
May 15, 2025 120,618. 75 120,618.75 
November 15, 2025 2,230,000 120,618.75 2,350,618.75 
May 15, 2026 62.081.25 62,081.25 
November 15, 2026 2,365,000 62,081.25 2.42 7,081.25 

TOTALS $ 3) 950,000 $25 135 831 72 $57.085.831 72 
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SECURITY A."JD SOURCES OF PAYME:'iT OF THE CERTIFICATES 

Neither the Certificates nor the obllgadon of the District to make Lease Payments constitutes an 
obligation of the District for which the District is obligated to le,1· or pledge, or for which the District 
bas levied or pledged, any form of taiation. Neither the Certificates nor the obligation of the District to 
make Lease Payments constitutes a debt of the District. the Redevelopment Agencies, the State of 
California 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 Trustee 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 appropriatrons therefor. The 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 for the benefit of the 
Owners. By the fifteenth day of the month prior to each Certificate Payment Date (or if such day is not a 
Business Day. the next succeeding Business Day), the District must pay to the Trustee a Lease Payment (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 Certificates on such 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 Certificates and fees and expenses of the Trustee. The 
District is responsible for repair and maintenance 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 forth in the Lease are satisfied, including obtaining an opinion of counsel that the Property 
will not be subjected to loss or forfeiture. 

Under the terms of the Lease. the District may substitute other property for the Property or any portion 
thereof. provided that certain conditions set forth in the Lease are met. See "THE PROPERTY - Substitution 
or Release" and "APPENDIX A - SUMMARY OF PRJNCIPAL LEGAL DOCUMENTS -- The Lease -
Removal or Subst1tu11on of Property" herein. 

Abatement 

The D1stnct's obligation to make Lease Payments will be abated proportionately in the event of, and 
to the extent of, substantial interference with use and possession of the Property arising from damage, 
destruction, defects in title. or taking by eminent domain or condemnation of the Property. The amount of 
such abatement will be agreed upon by the District and the Corporation; provided. however. that annual Lease 
Payments due for any Lease Year may not exceed the annual fair rental value of that portion of the Property 
available for use and occupancy by the District during such Lease Year. Such abatement will continue for the 
period commencing with the date of interference resulting from such damage, destruction, condemnation or 
title defect and, with respect to damage or destruction of the Property, ending with the substantial completion 
of the work of repair or replacement of the Property, or the portion thereof so damaged or destroyed, and the 
term of the Lease will be extended as provided in the Lease, except that the term will in no event be extended 
beyond the maximum Lease Term; provided, however, that dunng abatement, to the extent that moneys are 
available for the payment of Lease Payments in any of the funds and accounts established under the Trust 
Agreement, Lease Payments will not be abated as provided above but, instead, will be payable by the District 
as a special obligation payable solely from said funds and accounts. 

The Trustee cannot terminate the Lease in the event of substantial interference of the type described 
above which results in an abatement. Abatement of Lease Payments is not an event of default under the Lease 
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and does not permit the Trustee to take any action or avail itself of any remedy against the District. For a 
description of abatement resulting from condemnation of all or part of the Property, see "APPENDIX A -
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The Lease Agreement - Rental Abatement" and 
"RISK FACTORS-Abatement" herein. 

Action on Default 

Should the District default under the Lease, the Trustee, as assignee of the Corporation under the 
Assignment Agreement, may terminate the Lease and recover certain damages from the District, or may retain 
the Lease and hold the District liable for all Lease Payments thereunder on an annual basis. Lease Payments 
may not be accelerated upon a default under the Lease. See "RISK FACTORS - No Acceleration Upon 
Default" and "- Limited Resources in Default" herein. 

The Lease provides that, so long as the Insurer is not in default under the Insurance Policy, no remedy 
will be exercised without the prior written consent of the Insurer and the Insurer will have the right to direct 
the exercise of any remedy under the Lease upon an event of default. 

For a description of the events of default and permitted remedies of the Trustee (as assignee of the 
Corporation) contained in the Lease and the Trust Agreement, see "APPENDIX A - SUMMARY OF 
PRINCIPAL LEGAL DOCUMENTS - The Lease Agreement- Defaults and Remedies" herein. 

Lease Payments 

Subject to the provisions of the Lease regarding abatement in the event of loss of use and possession 
of any portion of the Property (see "RISK FACTORS - Abatement" herein) and prepayment of Lease 
Payments (see the provisions relating to prepayment under the caption "THE CERTIFICATES" above), the 
District agrees to pay to the Corporation, its successors and assigns, as annual rental for the use and possession 
of the Property, the Lease Payments to be due and payable on November 15 and May 15 of each year, 
commencing November 15, 2002 (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 but 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 be credited towards Lease Payments otherwise 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 Agreement., on December 1 and June l of each year, 
commencing December 1, 2002, the Trustee will apply such amounts in the Lease Payment Fund as are 
necessary to make interest and principal payments, respectively, with respect to the Certificates as the same 
shall become due and payable, in the amounts specified in the Lease. 

Reserve Fund 

A Reserve Fund is established by the Trust Agreement in an amount as of the Closing Date equal to 
the lesser of (i) maximum aggregate annual Lease Payments payable under the Lease in any Certificate Year, 
( ii) 125% of the average annual aggregate Lease Payments payable under the Lease ( calculated based on 
Certificate Years), or (iii) 10% of the initial principal amount of the Certificates (less original issue discount if 
in excess of 2% of the stated principal amount at maturity) (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 when due. 
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The Reserve Fund will be initially funded by a deposit of a portion of the proceeds derived from the 
execution and sale of the Certificates in an amount equal to the Reserve Requirement. Under the Trust 
Agreement and subject to the terms and conditions set forth therein. the District may substitute a line of credit, 
letter of credit, surety bond or municipal bond insurance reserve policy (a "Credit Facility") for all or a portion 
of the cash on deposit in the Reserve Fund, so long as, at the time of such substitution, the amount on deposit 
in the Reserve Fund, together with the amount available under all Credit Facilities. is at least equal to the 
Reserve Requirement. Such Credit Facility will permit the Trustee to make a claim thereunder under the 
circumstances and for the purposes for which the Trustee would otherwise withdraw cash from the Reserve 
Fund. 

Amounts in the Reserve Fund (including any amounts able to be drawn under any Credit Facility that 
may hereafter be substituted for cash) are to be used only to make payment when due of the interest and 
principal evidenced by the Certificates to the extent that amounts on deposit in the Interest Account and 
Principal Account are insufficient therefor. In addition, cash on deposit in the Reserve Fund may be 
withdrawn and applied by the Trustee to the final payment of the principal and interest evidenced by the 
Certificates. 

The District is obliged to replenish the Reserve Fund up to the Reserve Requirement by paying 
reserve replenishment rent under the Lease ("Reserve Rent") in the event that amounts have been withdrawn 
from the Reserve Fund to pay principal or interest with respect to the Certificates or there shall be a valuation 
deficiency in the Reserve Fund resulting from a decrease of 10% or more of the market value of the Permitted 
Investments therein. Reserve Replenishment Rent will be paid. however, only if Lease Payments are not in 
abatement and an appraisal conducted by a certified appraiser demonstrates that the amount of such Lease 
Payments, when added to the amount of such deficiency, is less than the fair rental value of the Property. See 
"APPENDIX A - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The Lease -- Lease Payments -
Reserve Replenishment Rent" herein. 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 are 
less than the Reserve Requirement. In the event that amounts on deposit in the Reserve Fund exceed the 
Reserve Requirement, subject to the requirement of transfers to the Rebate Fund, such excess shall be 
transferred to the Lease Payment Fund on November 15 and May 15 of each year. 

Additional Payments 

The District shall pay such amounts ("Additional Payments") as shall be required for the payment of 
all administrative costs of the Corporation relating to the Property or the Certificates, including, without 
limitation. all expenses, assessments, compensation and indemnification of the Trustee payable by the District 
under the Trust Agreement, taxes of any sort whatsoever payable by the Corporation as a result of its 
ownership of the Property or undertaking of the transactions contemplated in the Lease or in the Trust 
Agreement, fees of auditors, accountants, attorneys or engineers, and all other necessary administrative costs 
of the Corporation 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 on insurance required to be 
maintained by the Lease or to indemnify the Corporation and its officers, directors, employees and assigns. 

Insurance 

Pursuant to the Lease, the District will obtain a CL TA leasehold title insurance policy on the Property 
in an amount equal to the aggregate principal component of unpaid Lease Payments. The Lease also requires 
that the District maintain rental income or use and occupancy insurance to insure against loss of Lease 
Payments from the Property caused by fire, lightening, vandalism. malicious mischief, explosion, windstorm, 
riot, aircraft, vehicle damage, smoke and such other hazards normally covered by casualty insurance in an 
amount not less than the maximum remaining scheduled Lease Payments in any future two-year period, unless 
such insurance is not commercially available. The District is obligated to obtain a standard comprehensive 
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general public liability and property damage insurance policy or policies and workers' compensation 
insurance. See "APPENDIX A- SUMMARY OF PRINCIPAL LEGAL DOCUMENTS-The Lease" herein. 

The proceeds of any rental interruption or use and occupancy insurance will be paid to the Trustee and 
deposited (i) in 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 any Net Proceeds (which include condemnation awards 
and insurance awards other than from rental interruption insurance) either to replace or repair the Property or 
to prepay Certificates if certain certifications 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 or any title defect substantially interferes with the District's use and possession thereof. See 
"RISK FACTORS - Abatement" herein. 

CERTIFICATE INSURANCE 

Certificate Insurance Policy 

Concurrently with the issuance of the Certificates, Financial Security Assurance Inc. (the "Insurer") 
will issue its Municipal Bond Insurance Policy for the Certificates (the "Policy"). The Policy guarantees the 
scheduled payment of principal of and interest with respect to the Certificates when due as set forth in the form 
of the Policy included as Appendix G to this Official Statement. 

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

Financial Security Assurance Inc. 

The Insurer is a New York domiciled insurance company and a wholly owned subsidiary of Financial 
Security Assurance Holdings Ltd. ("Holdings"). Holdings is an indirect subsidiary of Dexia. S.A., a publicly 
held Belgian corporation. Dexia, S.A., through its bank subsidiaries, is primarily engaged in the business of 
public finance in France, Belgium and other European countries. No shareholder of Holdings or the Insurer is 
liable for the obligations of the Insurer. 

At December 31, 200 I, the Insurer's total policyholders' surplus and contingency reserves were 
approximately $1,593,569,000 and its total unearned premium reserve was approximately $810,898,000 in 
accordance with statutory accounting principles. At December 31, 2001. the Insurer's total shareholders' 
equity was approximately $1,698,672,000 and its total net unearned premium reserve was approximately 
$669,534,000 in accordance with generally accepted accounting principles. 

The financial statements included as exhibits to the annual and quarterly reports filed by Holdings 
with the Securities and Exchange Commission are hereby incorporated herein by reference. Also incorporated 
herein by reference are any such financial statements so filed from the date of this Official Statement until the 
termination of the offering of the Certificates. Copies of materials incorporated by reference will be provided 
upon request to Financial Security Assurance Inc.: 350 Park Avenue, New York, New York 10022, Attention: 
Communications Department (telephone (212) 826-0100). 

The Policy does not protect investors against changes in market value of the Certificates, which 
market value may be impaired as a result of changes in prevailing interest rates, changes in applicable ratings 
or other causes. The Insurer makes no representation regarding the Certificates or the advisability of investing 
in the Certificates. The Insurer makes no representation regarding the Official Statement, nor has it 
participated in the preparation thereof, except that the Insurer has provided to the District the information 
presented under this caption for inclusion in the Official Statement. 
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Disclaimer 

The information relating to the Insurer and the Policy contained above has been furnished by the 
Insurer. No representation is made by the District or the Underwriter as to the accuracy, completeness or 
adequacy of such infonnation or as to the absence of material adverse changes in the condition of the Insurer 
subsequent to the date of this Official Statement. See "APPENDIX G - SPECIMEN INSURANCE 
POLICY" attached hereto. 

THE PROJECT 

The proceeds from the sale of the Certificates, other than amounts applied to pay costs of issuance and 
to fund capitalized interest will be deposited in the Project Fund established under the Trust Agreement to be 
applied to certain capital school improvements and ancillary support improvements to serve in part as the 
District administration center, collectively referred to as the "Project." The District currently owns space for 
the District administrative center which it intends to lease out after completion and occupation of the new 
ancillary support facility. 

THE PROPERTY 

The Property consists of, and the District is required under the Lease to pay Lease Payments for the 
use and possession of, the District's (i) Las Flores School, located at 25862 Antonio Parkway in the planned 
community of Rancho Santa Margarita, a permanent K-8 school facility which can accommodate 
approximately 2,400 students. together with the site therefor, and (ii) the District's Capistrano Valley High 
School, located at 2630 I Via Escolar Mission Viejo. California a permanent 9-12 school facility which can 
accommodate approximately 3.000 students. together with the site therefor. The District is also required to pay 
any taxes and assessments and the cost of maintenance and repair of the Property. 

The Las Flores School was constructed in 1998 and includes 12 portable buildings. The Las Flores 
School buildings (including portables) total approximately 92.500 square feet. The total area of the Las Flores 
School site is approximately 20 net developable acres. The Capistrano Valley High School was constructed in 
1977 and includes 416 portable buildings. The Capistrano Valley High School buildings (including portables) 
total approximately 228,768 square feet. The total area of the Capistrano Valley High School site is 
approximately 40 net developable acres. 

Substitution or Release 

The Lease provides that, upon prior written consent of the Insurer and compliance with the other 
conditions specified therein, the District may release from the Lease any portion of the Property or substitute 
alternate real property for all or any portion of the Property if the substituted or remaining real property has an 
annual fair rental value greater than or equal to the maximum amount of annual Lease Payments payable by 
the District pursuant to the Lease, and has a useful life equal to or greater than the useful life of the Property, 
as constituted prior to such substitution or release. See "APPENDIX A - SUMMARY OF PRINCIPAL 
LEGAL DOCUMENTS - The Lease Agreement - Substitution or Release of the Property" herein. 

17 



ESTIMATED SOURCES AND USES OF PROCEEDS 

The estimated sources and uses of proceeds to be received from the sale of the Certificates and other 
available moneys are as follows: 

ill 

12) 

Sources 
Certificate Proceeds 
Less Original Issued Discount 

Total 

Uses 
Deposit to Project Fund 
Deposit to Lease Payment Fund<ll 
Deposit to Reserve Fund 
Delivery Costs( 1

l 

Total 

$ 31,950,000.00 
(626,954.70) 

$31.323.045.30 

$27,261,133.34 
902,346.92 

2.489.162.50 
670,402.54 

$31,323,045.30 

Amount represents capitalized interest on the Certificates through December I. 2002. 
Includes legal fees. printing. Underwriter's discount. municipal bond insurance premium and rating agency fees and 
expenses. Trustee fees and expenses and other miscellaneous dell very costs. 

RISK FACTORS 

The following factors, together with all other information provided in this Official Statement, should 
be considered by potential investors in evaluating the purchase of the Certificates. The discussion below does 
not purport to be, nor should it be construed to be, complete nor a summary of all factors which may affect the 
financial condition of the District, the District's ability to make Lease Payments in the future, the effectiveness 
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 financial condition as of any particular time. 

General Considerations - Security for the Certificates 

The obligation of the District to make the Lease Payments does not constitute a debt of the District or 
of the State or of any political subdivision thereof. including the Redevelopment Agencies, within the meaning 
of any constitutional or statutory debt limit or restriction. and does not constitute an obligation for which the 
District or the State is obligated to levy or pledge any form of taxation or for which the District or the State has 
levied or pledged any form of taxation. 

Although the Lease does not create a pledge, lien or encumbrance upon the funds of the District, the 
District is obligated under the Lease to pay the Lease Payments and Additional Payments from any source of 
legally available funds and the District has covenanted in the Lease that it will take such actions 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, without the consent of the owners of the Certificates, become liable on other obligations payable from 
general revenues, some of which may have a priority over the Lease Payments. 

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

Article XIII of the State Constitution places certain limits on the revenues that the District may raise 
and on the appropriations the District is permitted to make. See "CONSTITUTIONAL AND STATUTORY 
LIMITATIONS ONT AXES AND APPROPRIATIONS" herein. 

Abatement 

The obligauon of the District under the Lease to pay Lease Payments is in consideration for the use 
and possession of the Property. The obligation of the Distnct to make Lease Payments ( other than to the 
extent that funds to make Lease Payments are available in the Lease Payment Fund and the Reserve Fund) will 
be abated with respect to any item or portion of the Property dunng any period in which by reason of damage, 
destruction or taking by eminent domain or condemnation there is substantial interference with the District's 
right to the use and possession of such item or portion of the Property. 

The amount of abatement shall be detennined by the District such that the resulting Lease Payments 
represent full fair rental value for the use and possession of the item or portion of the Property not damaged, 
destroyed or taken. In the event that Lease Payments are abated during any period in which by reason of 
damage. destruction. eminent domain, material title defect or otherwise there is substantial interference with 
the use and occupancy of the Property or any portion thereof by the District, by law the District will not be 
able to utilize any of its general funds, including any amounts paid to the District by either Redevelopment 
Agency, for payment of Lease Payments. However, the Trustee is to apply any amounts held in the Lease 
Payment Fund and the Reserve Fund to pay Lease Payments following such event of abatement, including any 
proceeds of rental interruption insurance paid to it. 

If damage or destruction to the Property results in abatement of Lease Payments and the resulting 
Lease Payments, together with moneys in the Lease Payment Fund and the Reserve Fund, are insufficient to 
make all payments of principal and interest due with respect to the Certificates during the period that the 
Property 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 insurance will 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 failure to have use and possession of the Property, such provisions 
may be superseded by operation of law and, in such event, the resulting Lease Payments of the District may 
not be sufficient to pay all of that portion of the remaining pnnc1pal and interest with respect to the 
Certificates Outstandmg. 

Absence of Earthquake or Flood Insurance 

Much of California is seismically active, with numerous faults that could cause earthquakes. 
Although there are no known active faults on or near the Property, earthquakes could occur from unknown 
faults or known faults which are distant from the Property. The District is not obligated under the Lease to 
procure and maintain, or cause to be procured and maintained, earthquake or flood insurance on the Property. 
Thus, if seismic activity caused significant damage to the Property, the value of such property could be 
adversely affected and an abatement of Lease Payments could occur. The rental interruption insurance being 
provided by the District will not cover losses due to earthquake or flood. 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 payments. In the event that the District's revenue 
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sources are 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, the 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 performance by the District of other agreements and covenants required to be performed by it 
contained in the Lease or the Trust Agreement, 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. 

The enforceability of the rights and remedies of the Owners of the Certificates, and the obligations 
incurred by the District, may become subject to the following the Federal Bankruptcy Code and applicable 
bankruptcy, insolvency. reorganization, moratorium, or similar laws relating to or affecting the enforcement of 
creditors' rights generally, now or hereafter in effect; usual equity principles which may limit the specific 
enforcement under state law of certain remedies; the exercise by the United States of America of the powers 
delegated to it by the 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 significant and legitimate public purpose. Bankruptcy proceedings, 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 delay, limitation, 
or modification of their rights. 

No Acceleration Upon Default 

In the event of a default by the District, the remedy of acceleration of the remaining Lease Payments is 
not available. The District will only be liable for Lease payments on an annual basis, and the Trustee would in 
the event of default be required to seek a separate judgment each year for that year's defaulted Lease 
Payments. Any such suit for money damages would be subject to limitations on legal remedies against public 
agencies in California. 

Limited Recourse on Default 

The Lease and the Trust Agreement provide that the Trustee may take possession of the Property and 
re-lease it if there is a default by the District and that, in the event such re-leasing occurs, the District would be 
liable for any resulting deficiency 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 Property 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 for the 
benefit of the Owners. In the event of a default, 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 annual 
basis, and the Trustee would be required to seek a separate 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 pursuant 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 welfare and interest. 

Substitution of Property 

The Lease provides that, upon the satisfaction of the other conditions specified therein, the District 
may substitute other public facilities or real property for all or any portion of the Property. The Lease requires 
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that any project which will comprise the Property after such a substitution must have the same degree of 
essentiality as the Property for which it is substituted and a useful life and fair rental value at least equal to the 
useful life and fair rental value of the Property at the time of substitution. Such a replacement could have an 
adverse impact on the security for the Certificates, particularly if an event requiring abatement of Lease 
Payments and Additional Payments were to occur subsequent to such substitution. 

Loss of Tax Exemption 

As discussed under the heading "TAX MA TIERS", certain acts or omissions of the District in 
violation of its covenants in the Trust Agreement and the Lease could result in the interest represented by the 
Certificates being includable in gross income for purposes of federal 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 or until prepaid under the extraordinary 
prepayment provisions contained in the Trust Agreement. 

No Liability of Corporation to the Owners 

Except as expressly provided in the Trust Agreement, the Corporation will not have any obligation or 
liability to the Owners of the Certificates with respect to the payment when due of the Lease Payments by the 
District, or with respect to the performance by the District of other agreements and covenants required to be 
performed by it contained in the Lease or the Trust Agreement, 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. 

Pending Challenge to Property Tax Assessment Procedures 

The Orange County Superior Court has recently invalidated the method used by the Orange County 
Assessor to implement the provisions of Article XIIIA (which are described under the caption 
"CONSTITUTIONAL AND ST A TUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS -
ARTICLE XIIIA" herein) allowing the full cash value of properties to be increased at a rate not to exceed 2% 
per year to account for inflation. The practice of the Orange County Assessor was to permit increases above 
the 2% limit in any year, to the extent permitted by property value, to offset any increases which were less than 
the 2% limit in prior years. On November 2. 2001. in County of Orange v. Orange County Assessment 
Appeals Board No. 3, this practice was held to be contrary to Article XIIIA by the Orange County Superior 
Court, effectively prohibiting increases above the 2% limit in any year. Such ruling applies to the particular 
assessment involved in this case; however, if the Court's reasoning is applied generally. it could have the effect 
of reducing the amount of property tax revenues currently allocated to communities, including the District, the 
MVCRA and the SJCRDA. In addition to reductions in property taxes, the District could experience the 
combined effects of reduced State revenues (see "ST ATE OF CALIFORNIA FISCAL ISSUES" below) and 
increased energy costs (see "California Energy Markets" below) which, taken together, could result in reduced 
State and Redevelopment Agency revenues to the District, potentially during the same periods of time. 

The Orange County Auditor-Controller has undertaken to assess the extent to which this ruling, if 
applied to all impacted properties in the County, would adversely affect various local agency funds, including 
the District's General Fund. The Auditor-Controller published a letter dated January 15, 2002 which roughly 
projects a potential one time refund liability of the District's General Fund of $15.559.248, not including 
interest, and an ongoing reduction to annual property tax revenues of $7,936,065. These projected impacts 
could be significantly higher if the Assessor is required to reduce the base value of each affected property to its 
lowest assessed value, rather than to the 1997-98 value currently utilized in the Auditor-Controller's 
calculations. Notwithstanding the foregoing, the State is obligated, pursuant to Proposition 98, to apportion 
aid to school districts which, generally speaking, amounts to the difference between the district's revenue limit 
and the district's local property tax revenues. See "DISTRICT FINANCIAL MA TIERS - Revenue Sources 
- State Funding of Education" and "CONSTITUTIONAL AND STATUTORY LIMITS ON 
APPROPRIATIONS - Proposition 98 and Proposition 111" herein. The District expects that any reduction 
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in property tax revenues allocated to the District would be offset by increased State apportionments pursuant to 
Proposition 98, such that no adverse impact would result to the District's General Fund. If, however, the 
Orange County Superior Court's view is adopted State-wide. it may impair the ability of the State to fully fund 
it's Proposition 98 obligations. See also .. STA TE OF CALIFORNIA FISCAL ISSUES" herein. 

The District has also projected, based on the Orange County Auditor-Controller's estimates, that a 
county-wide application of the current Superior Court ruling could result in a reduction of anticipated MVCRA 
and SJCRDA payments to the District over the period from 2002-03 through 2025-26, of approximately 
$2.186,550, collectively. As discussed above under the caption "THE CERTIFICATES - Prepayment -
Optional Prepayment from Available Funds," amounts received by the District from the Redevelopment 
Agencies are not pledged to the payment or prepayment of Lease Payments or the Certificates, but may be 
applied by the District to prepay Lease Payments and therefore, all or a portion of the Certificates. 

California Energy Markets 

General. In mid-2000, wholesale electricity prices in California began to rise, swiftly and 
dramatically. Retail electricity rates permitted to be charged by California's investor-owned utilities had 
previously been frozen by California law. The resulting shortfall between revenues and costs adversely 
affected the creditworthiness of the investor-owned utilities and their ability to purchase electricity. 

In January 200 I, the Governor of California determined that the electricity available from California's 
utilities was insufficient to prevent widespread and prolonged disruption of electric service in California and 
proclaimed a state of emergency to exist in California under the California Emergency Services Act. The 
Governor directed the Department of Water Resources of the State ("DWR") to enter into contracts and 
arrangements for the purchase and sale of electric power as necessary to assist in mitigating the effects of the 
emergency (the "Power Supply Program"). The Governor's proclamation under the California Emergency 
Services Act was followed by the enactment of legislation (Chapters 4 and 9, First Extraordinary Session of 
2001, hereafter referred to as the "Power Supply Act") authorizing the Power Supply Program and related 
orders of the California Public Utilities Commission ("CPUC"). 

DWR began selling electricity to approximately 10 million retail end-use customers in California (the 
"Customers") in January 2001. The Customers are also served by three investor-owned utilities, Pacific Gas 
and Electric Company, Southern California Edison Company and San Diego Gas & Electric Company 
(collectively called the "IOUs"). DWR purchases power from wholesale suppliers under long-term contracts 
and in short-term and spot market transactions. DWR electricity is delivered to the Customers through the 
transmission and distribution systems of the IOUs and payments from the Customers are collected for DWR by 
the IOUs pursuant to servicing arrangements ordered by the CPUC. 

Financing the Power Supply Program. DWR has announced plans to issue approximately $12.5 
billion aggregate principal amount of revenue bonds in a series of bond sales to finance and refinance the 
Power Supply Program. The bonds will be limited obligations of DWR payable solely from revenues and 
other funds held under the revenue bond trust indenture after provision is made for the payment of power 
purchase costs and other operating expenses of the Power Supply Program. Revenues will consist primarily of 
payments to DWR by Customers for electricity. For a number of reasons, including the September 11, 2001 
terrorist anacks, the CPUC has delayed taking action on several orders necessary to permit the sale of the 
DWR revenue bonds, and at the date of this Official Statement a definite schedule for such action by the 
CPUC cannot be stated. The State Treasurer has announced that he will not announce a proposed schedule for 
sale of the DWR revenue bonds until after all the necessary CPUC actions have been taken. Even when such a 
schedule is announced, the ultimate timing of the DWR bond sales will be dependent upon a number of 
factors, including potential legal challenges or other impediments to the sales. 

Prospects. Since January 2001, the Governor and Legislature have implemented a number of steps 
through new laws and Executive Orders to respond to the energy problems in the State. These steps include 
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expediting power plant construction and other means of increasing electricity supplies, implementing vigorous 
energy conservation programs, and entering into long-tenn power supply and natural gas supply contracts to 
reduce reliance on spot markets. 

The District is unable to predict or to accurately analyze many of the risks and ramifications of the 
current energy situation and of the actions that may be taken by the State, other government agencies, private 
utility companies, taxpayers, or the County Treasurer-Tax Collector in response. The District has no reason to 
believe that the effect, if any, of such actions will have a material adverse impact on the timely payment of 
Lease Payments. See also "DISTRICT FINANCIAL MA TIERS - State Funding of Education - Economic 
Uncertainty" herein. 

ST A TE OF CALIFORNIA FISCAL ISSUES 

The following information concerning the State of California's budgets has been obtained from 
public(v available information which the Distn'ct believes to be reliable; however, the District takes no 
responsibility as to the accuracy or completeness thereof and has nor independently verified such information. 

Effect of State Budget on District Revenues 

Public school districts in California are dependent on revenues from the State for a large portion of 
their operating budgets. The primary source of funding for school districts is the revenue limit, which is a 
combination of State funds and local property taxes. See "DISTRICT FINANCIAL MA TIERS - Revenue 
Limit Sources" herein. State funds typically make up the majority of a district's revenue limit. School districts 
also receive substantial funding from the State for various categorical programs. Revenues received by the 
District from all State sources accounted for approximately 40% of the District's total general fund revenues in 
fiscal year 2000-0 I. 

The availability of State funds for public education is a function of constitutional provisions affecting 
school district revenues and expenditures, the condition of the State economy (which affects total revenue 
available to the State general fund), and the annual State budget process. See "ST A TE CONSTITUTIONAL 
AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS" herein. 

Revenue limit calculations are adjusted annually in accordance with a number of factors designed 
primarily to provide cost of living increases and to equalize revenues among all of the same type of school 
districts in the State (e.g., elementary, unified or high school). The District's revenue limit per unit of average 
daily attendance was $4,434 in fiscal year 2000-01. The District budget is based on the assumption that its 
revenue limit per unit of average daily attendance for fiscal year 2001-02 will be $4,617. 

State law also provides for State support of specific school-related categorical programs including 
summer school. adult education, deferred maintenance of facilities. pupil transportation, portable classrooms 
and other capital outlays, and various categorical aides. 

Economic Conditions in California 

In the early 1990s, an economic recession and a State budget imbalance resulted in K-12 school 
districts receiving no increase in per-student funding from the State. Per-student spending was essentially 
frozen during this period, with no cost-of-living adjustments. In recent years increasing State revenues have 
improved the funding for K-12 school districts. The economy in the State now has slowed and the State is 
experiencing budget shortfalls. Reduced State revenues and budget shortfalls could have an adverse financial 
impact on the District. See "Recent Developments" and "Future Budgets" below. 

Recent Developments. A slowing economy, a declining stock market and the tragic events of 
September 11, 200 I have negatively affected the revenue outlook for the State. In October, 200 I, in response 
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to the weak revenue results, the Governor announced a hiring freeze for most State positions and directed State 
agencies to make cuts in operating expenses totaling at least $L50 million in 2001-02 expenditures. The 
Governor also asked agencies to prepare for cuts of up to 15 percent in expenditures in the 2002-03 fiscal year 
budget. 

In further response to the revenue shortfalls. on November 14, 200 I the Governor issued a letter to all 
State departments and agencies instituting immediate action to further reduce expenditures in the 2001-02 
fiscal year. The Governor called for a special session of the Legislature to convene in January. 2002 to 
consider almost $2.25 billion in spending cuts for the current fiscal year. Pending action by the Legislature to 
cut expenditures, the Governor directed agencies to immediately freeze spending on a specified list of 
programs and projects totaling almost $2.25 billion (including the actions he directed in October). These 
program cuts and reversions cover almost all areas of State spending, including State operations. aid to local 
government and capital outlay. The Governor stated that he had excluded from spending cuts expenditures 
which could provide short-term stimulus to the State's economy. Approximately $843 million of the 
recommended cuts for fiscal year 2001-02 relate to K-12 education. 

On November 14. 200 I. the State Legislative Analyst released a report containing budget estimates 
for the period 2001-02 through 2006-07. Included in this report was an estimate that, due to the economic 
slowdown and a projected severe drop in capital gains and stock option activity, State general fund revenues 
for the 2001-02 fiscal year would be approximately $68.3 billion. or about $6.8 billion lower than the estimate 
on which the 2001-02 State Budget was based. 

On January I 0, 2002, the Governor released his proposed budget for fiscal year 2002-03 (the 
"Proposed Budget"). In announcing the Proposed Budget. the Governor stated that the sharpness of the 
decline in State revenues was beyond previous projections and will result in a depletion of the State's Reserve 
for Economic Uncertainties and a $3 billion shortfall in the current fiscal year of 2001-02. The current year 
shortfall, combined with a reduced revenue estimate for fiscal year 2002-03 and the need for a reserve, means 
that the State must close a funding gap exceeding $12 billion for fiscal year 2002-03. The Proposed Budget is 
based on an assumption of a mid-year recovery for the California economy. The Proposed Budget states that, 
if the economic recovery is delayed, thereby protracting the projected rebound in State revenues, additional 
measures will be needed to ensure that the State budget for fiscal year 2002-03 remains balanced. 

The Proposed Budget includes spending reductions and other strategies to provide relief to the State's 
general fund of $12.5 billion. These strategies include borrowing against the State's tobacco settlement 
money, delaying contributions to the State retirement funds and borrowing from various special funds. The 
State Legislative Analyst has advised the Legislature that the Proposed Budget is overly optimistic and defers 
expenses to future fiscal years. She projects that the deficit for fiscal year 2002-03 is approximately $17 
billion, not the $12.5 billion estimated in the Proposed Budget and projects that the Proposed Budget would 
result in a $4 billion operating deficit in fiscal year 2003-04. 

As a result of these recent developments in the State economy and the State's finances, the State's 
credit rating has been assigned a negative outlook by the three major rating agencies. 

Impact of Current and Future Budgets on District. The District estimates that the Governor's 
recommended expenditure reductions for the current fiscal year, if adopted, will reduce District revenues by 
approximately $6 million. To the extent that the District is unable to reduce its expenditures, it will pay for 
such expenditures from its undesignated reserves held in its General Fund and Health Benefits Fund. The 
Proposed Budget does not restore most of the reductions being recommended by the Governor in the current 
fiscal year. As a result, the District expects that the $6 million reduction will be carried forward into fiscal 
year 2002-03, and the District will need to adjust its fiscal year 2002-03 budget accordingly. The 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. The Proposed Budget for fiscal year 2002-03 and future State 
budgets will be affected by national and state economic conditions and other factors over which the District 
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will have no control. To the extent that the State budget process results in reduced revenues to the District, the 
District will be required to make adjustments to its budget. 

THE CORPOR.\ TION 

The Corporation is the Capistrano Unified School District School Facilities Corporation. a nonprofit 
public benefit corporation incorporated in 1997 and existing under the laws of the State, and entitled. by virtue 
of its Articles of Incorporation and Bylaws, to provide financial assistance to the District by financing the 
design, development. acquisition. and construction of Distnct capital improvements. The Corporation is not 
capitalized and has no assets. The Corporation was formed at the request of the District solely for the purpose 
of providing financial assistance to the District by acquiring. constructing and developing certain facilities for 
the use and benefit of the public. The Corporation has no liability to the owners of the Certificates. 

DISTRICT HISTORY, OPERATION Al\D FINANCIAL INFORMATION 

General Information Concerning the District 

The District was established in 1964 and provides elementary and secondary education in the southern 
region of the County. With a current total enrollment of 46,614 students. the District furnishes public 
education to approximately 9.6°10 of all students enrolled in public schools within the County of Orange. The 
District's boundanes contain an area of approximately 200 square miles. The District is located approximately 
77 miles north of the City of San Diego and 60 miles south of the City of Los Angeles. The District is 
traversed north/south by Interstate 5 and by the San Joaquin Hills Transportation Corridor Toll Road (State 
Highway 73 ). 

Management of the District 

The District is governed by a seven-member Board of Trustees (the "Board"), which governs all 
activities related to public elementary and secondary education within the jurisdiction of the District. The 
Board receives funding from local, State and federal government sources and must comply with the 
concomitant requirements of these funding source entities. Each Board member is elected by the public for a 
four-year term of office and elections for the Board are held every two years. The Board has the decision 
making authority. the power to designate management, the responsibility to significantly influence operations 
and is accountable for all fiscal maners relating to the District. The current members of the Board and 
positions held are set forth on the inside cover page of this Official Statement. 

The Superintendent of the District is appointed by the Board and reports to the Board. The 
Superintendent ts responsible for managing the District's day-to-day operations and supervising the work of 
other key District administrators. 

Schools and Enrollment 

Student enrollment of a public school district in California determines to a large extent what the 
school district will receive for funding programs, facilities and staff needs. The District is projecting student 
enrollment to continue increasing over the foreseeable future due to the residential and commercial 
development which is occurring within and around its boundaries. 

The District's educational program is conducted in 34 elementary schools, 8 middle schools and 
5 high schools. The District also maintains one continuation high school. one alternative school and four child 
care development facilities for District students. 

Average daily attendance is a measurement of the number of pupils anending classes of the District. 
The purpose of attendance accounting from a fiscal standpoint is to provide the basis on which apportionments 
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of state funds are made to school districts. The District's Annual Reports of average daily attendance, as 
computed by the prescribed State formula. are set forth below. 

(I) Projected. 

Source: The District. 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
A VE RAGE DAILY A TIENDANCE 

FISCAL YEARS 1995-96 THROUGH 2002-03 

Fiscal Year 

1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-oi< 1

) 

Total Average Daily 
Attendance 

34,830 
37,024 
38,842 
40,239 
41,752 
43,424 
44,041 

The District projects future growth to average 3% in each year until fiscal year 2025. 

Labor Relations 

In the fall of 1974, the California State Legislature enacted a public school employee collective 
bargaining law which subsequently became known as the Rodda Act. The legislation became effective in 
stages between January 1, 1976 and October 1, 1976. The Rodda Act provides that employees of public 
school districts of the State are to be divided into appropriate bargaining units which then are to be represented 
by an exclusive bargaining agent. 

The District has three recognized bargaining units which represent its non-management employees. 
The Capistrano Unified Education Association is the exclusive bargaining unit for District non-management, 
certificated personnel. The District has two additional bargaining units, the California School Employees 
Association and Teamsters Local #952, representing the remainder of the District's non-management, non
certificated employees, such as custodial, clerical, transportation and instructional aide personnel. 

As of October 200 I, the District employed 2,361 full-time equivalent certificated employees and 942 
full-time equivalent classified employees. These employees, except management and some part-time 
employees, are represented as noted below: 
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CAPISTRANO UNIFIED SCHOOL DISTRICT 
DISTRICT EMPLOYEES 

Labor Organization 

Capistrano Unified Education Association 
Teamsters Local #952 
California Schools Employee Association 

Number of Employees 
In Bargaining Unit 

2,285 
171 

1,625 

Contract Expiration Date 

June 30, 200i I l 
June 30. 2001' 21 

June 30, 2001' 21 

111 The District and CUEA are currently discussing re-opener items for the 2002-03 contract year. 
1' 1 Negotiations with the CSEA and the Teamsters are scheduled to begm m the near future. Prior contract provisions will 

remain in place until a new contract is executed. 

Source: The District. 

Retirement Programs 

All full-time employees of the District are eligible to participate under defined benefit retirement plans 
maintained by agencies of the State. Certificated employees are eligible to participate in the cost-sharing 
multiple-employer State Teachers' Retirement System ("STRS"). The District's contribution to STRS was 
$9,663,683 for fiscal year 1999-2000, $11.202,440 for fiscal year 2000-01 and is estimated to be $12,562,636 
for fiscal year 2001-02. 

Classified employees are eligible to participate in the agent multiple-employer Public Employees' 
Retirement Fund of the Public Employees' Retirement System ("PERS"), which acts as a common investment 
and administrative agent for participating public entities within the State. This plan covers all classified 
personnel who are employed more than four hours per day. The District was not obligated to contribute to 
PERS for fiscal years 1999-2000 or 2000-01 and will not be obligated to contribute for fiscal year 2001-02. 

SIRS operates under the State of California Education Code sections commonly known as the State 
Teachers' Retirement Law. Membership is mandatory for all certificated employees of California public 
schools meeting the eligibility requirements. STRS provides retirement, disability and death benefits based on 
an employee's years of service, age and final compensation. Employees vest after five years of service and 
may receive retirement benefits at age fifty-five. 

All full-time classified employees of the District participate in PERS, which provides retirement, 
disability and death benefits based on an employee's years of service. age and final compensation. Employees 
vest after five years of service and may receive retirement benefits at age fifty. These benefit provisions and 
all other requirements are established by State statute and District resolution. 
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The following table sets forth the number of persons employed by the District in all categories over 
the last three years. 

Fiscal Year 

1998-99 
1999-00 
2000-01 

Source: The District. 

Insurance 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
DISTRICT EMPLOYEES 

(Full Time) 
Fiscal Years 1998-99 through 2000-2001 

Certified 
Teaching 

2,055 
2,147 
2,232 

Management 
Staff 

201 
207 
221 

Classified 

1.594 
1,674 
1,844 

Total 
Personnel 

3,850 
4,028 
4,297 

The District is insured for certain purposes as described below through Fireman's Fund Insurance 
Company and Schools Excess Liability Fund. a joint powers authority formed by a number of school districts 
statewide (the "JPA"). The JPA is a separate unit from the District for financial reporting purposes. 

The District provides its own property insurance for the first $100,000 of loss per claim and liability 
insurance for the first $200,000 of loss per claim. Fireman's Fund insures coverage above these limits up to 
$1 million. Claims administration is done by Carl Warren & Co. Excess coverage is provided by the JPA. 
The District provided health insurance coverage through HealthNet through December 31, 2001 and will 
provide coverage through Blue Cross and Cigna Dental Care effective January I, 2002 for all qualified 
employees. 

Hazel Rigg Risk Management Services, Inc. provides the ongoing daily administration of the 
District's workers compensation insurance program. The District is self-insured for the first $225,000 of loss 
per claim. Excess coverage is provided by Republic Western Insurance Company. 

Based upon prior claims experience, yearly claims audits and other reviews of ongoing claims, the 
District believes it is adequately insured and has set aside adequate reserves for its self-insured retentions in 
light of its historical claims history. 

DISTRICT FINANCIAL MA TIERS 

The following is a description of the District's budget procedure, its major revenues and expenditures, 
its actual and projected cash flow statements, and certain other financial information. 

Accounting Practices. The accounting practices of the District conform to the accounting principles 
established under the contemporary California School Accounting Manual, which must be used by all 
California school districts pursuant to Section 41010 of the State of California Education Code. District 
accounting is organized on the basis of fund groups, with each group consisting of a separate set of self
balancing accounts containing assets, liabilities, fund balances, revenues and expenditures. The major fund 
classification is the General Fund, which accounts for all financial resources not requiring a special type of 
fund. The District fiscal year begins on July 1 and ends on June 30. 

The General Fund, special revenue and debt service funds are maintained and reported on the 
modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues are recorded 
when received in cash or when measurable and available to finance operations during the year. Expenditures 
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are recorded on an accrual basis except for interest on long-term debt, which is recognized when it becomes 
payable. Revenue from local taxes is recognized in the financial statements when collected by the 
Treasurerrrax Collector of the County. Delinquent taxes that are not received until after the fiscal year-end are 
not recorded as revenue until received. but are offset by the State revenue limit. Revenue from the State 
representing apportionments is recognized when apportioned to the District by the County. Revenues from 
other specific State and or federally funded projects are recognized when qualified expenditures have been 
incurred. The State of California Department of Education sends the District updated information from time to 
time explaining the acceptable accounting treatment of revenue and expenditure categories. 

The independent auditor for the District is Boceta, Macon. Workman & Associates, Certified Public 
Accountants, San Bernardino, California. Selected information concerning the audited financial statements of 
the District as of and for the year ending June 30, 2001 is attached hereto in APPENDIX D. 

Revenue Limitations. California school districts receive a significant portion of their funding from 
State appropriations. As a result, decreases in State revenues may affect appropriations made by the California 
Legislature to school districts. 

Annual State apportionments of basic and equalization aid to school districts for general purposes are 
computed up to a revenue limit per unit of average daily attendance. Such apportionments will, generally 
speaking, amount to the difference between the District's revenue limit and the District's local property tax 
allocation. This legislation mandates annual general purpose tax rates to be applied to a district's assessed 
valuation be derived from a formula which takes into account a number of factors including adjustments for 
inflation, limited mandatory contributions to the Teachers' Retirement System, basic State aid, State 
equalization aid, changes in average daily attendance and prior years' tax collections. Revenue limit 
calculations are adjusted annually in accordance with a number of factors designed primarily to provide cost of 
living increases and to equalize revenues among all districts of the same type (i.e. unified school districts). 
California school districts have operated under general purpose property tax revenue limitations since Fiscal 
Year 1973-74. The District's base revenue limit per unit of average daily attendance was established at $4,608 
for the Fiscal Year 2001-02. 

Financial Statements and District Budgets. Figures presented in summarized form herein have 
been gathered from the District's general purpose financial statements. Portions of the audited financial 
statements of the District for the Fiscal Year ending June 30. 2001. have been included in the appendix to this 
Official Statement (see "APPENDIX D" herein). Audited general purpose financial statements for prior fiscal 
years are on file with the District and available for public inspection during normal business hours. Copies of 
general purpose financial statements relating to any year are available to prospective investors and or their 
representatives upon request by contacting the District through the Office of the Associate Superintendent, 
Facilities Planning, Capistrano Unified School District, 32972 Calle Perfecto, San Juan Capistrano, California 
92675, telephone number (714) 489-7264. 

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 for 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 are summarized below. 

School districts must adopt a budget on or before July l of each year. The budget must be submitted 
to the county superintendent within five days of adoption or by July 1, whichever occurs first. A district may 
be on either a dual or single budget cycle. The dual budget option requires a revised and 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 1. The single budget is only readopted if it is 
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disapproved by the county office of education, or as needed. The 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 budget for compliance with the standards and criteria adopted by the State Board of Education 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 for revision and reasons for the recommendations. The county 
superintendent may assign a fiscal advisor or appoint a committee to examine and comment on the 
superintendent's recommendations. The comminee must report its findings no later than August 20. Any 
recommendations made by the county superintendent must be made available by the district for public 
inspection. The law does not provide for conditional approvals; budgets must be either approved or 
disapproved. No later than September 22, the county superintendent must notify the Superintendent of Public 
Instruction of all school districts whose budgets have been disapproved. 

For all dual budget options and for single and dual budget option districts whose budgets have been 
disapproved. the district must revise and readopt its budget by September 8, reflecting changes in projected 
income and expense since July 1. including responding to 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, will approve or disapprove the revised budgets. If the budget is 
disapproved. the county superintendent will call for the formation of a budget review committee 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 fiscal 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 for the remainder of the then-current 
fiscal year and, based on current forecasts, for the subsequent fiscal year. The county office of education 
reviews the certification and issues either a positive, negative or qualified certification. A positive certification 
is assigned to any school district that will meets its financial obligations for the current fiscal year and 
subsequent two fiscal years. A negative certification is assigned to any school district that will be unable to 
meet its financial obligations for the remainder of the fiscal year or subsequent fiscal year. A qualified 
certification is assigned to any school district that may not meet its financial obligations for the current fiscal 
year or two subsequent fiscal years. 

During the 1994-95 fiscal year. due to the filing of bankruptcy by the County of Orange, all school 
districts in the County were required to file "qualified" second interim financial reports. Prior to the end of the 
1994-95 fiscal year, the "qualified" certification for the District was changed to "positive" and this certification 
was approved by the Orange County Department of Education and the State of California. Other than the 
foregoing, the District has never filed a Negative or Qualified Certification. The District submitted a Positive 
Certification in its Second Interim Report filing for Fiscal Year 2000-0 I and in its First Interim Report filing 
for Fiscal Year 2001-02, in each case certifying its ability to meet its financial obligations for the remainder of 
the applicable Fiscal Year. 

Comparative Financial Statements. The following table shows the District's Statement of 
Revenues, Expenditures and Changes in Fund Balance for the 1998-99, 1999-2000 and 2000-2001 fiscal years: 
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CAPISTRANO UNIFIED SCHOOL DISTRICT 
STATEMENT OF REVENUES, EXPENDITURES A~D CHANGES IN 

GENERAL FUND BALA,CES 
1998-99 through 2000-01 

Audited Fiscal Year Audited Fiscal Year Audited Fiscal Year 
1998-99 1999-00 2000-01 

REVENUES 
Revenue L1m1t Sources 

State Apportionments s 41_08'.68~ s 42.628.451 s 54,859.275 
Local Sources 107.182.647 122,654,573 134.741,185 
Revenue L1m11 Transfe~ , ,2~ 178 J 946 157 4 590 700 

Total Revenue L1m11 Sources 157. N8.5CJ7 169.229.181 s 194.191,160 

Federal Revenues 5.629,948 7,472,910 8,185,679 
Other State Revenues 37.700.865 40,931.761 54,491,511 
Other Local Revenues 21 779 p2 25127381 26 840 184 

TOTAL RE\'ENl.JES s 222.908.89~ s 242,761,233 s 283,708,634 

EXPENDITURES 
Cemficated Salaries s 111.890.911 s 123.242.619 $ 143,323,911 
Classified Salanes 33.649.205 3 7, 124.460 43,518.128 
Employee Benefits 31.622.574 34,632.857 43.240,848 
Books and Supplies 9,552.546 I 0.567.980 13,011,282 
Services and Other Operating 1:.xpen!>es 15.971.128 16,447,858 18.462,044 
Capital Outlay 7.294.941 6.382.417 8.196.276 
Other Transfers 7.681.253 8.871.662 5,765,564 
Debt Service 0 0 

TOTAL EXPENDITURES s 217 .662.5 58 237.269,853 s 275,518.053 

EXCESS (DEFICIENCY) OF REVENUES OVER 
EXPENDITURES s 5.246.334 s 5,491,380 $ 8, 190,581 

OTHER FINANCING SOL:RCES (USESt 
Operating Tran~f= In 0 64,629 $ 25, 130 
School Fac1h11es Apportionment 0 0 0 
Proceeds from Sale of Bond.., 0 0 0 
Proceeds from Capital Leases 0 0 0 
Counry School Building A,d 0 0 0 
Debt Service 0 0 0 
Operaung Transfe~ Out s i 1 '-~~ '15~ I (J 459 000) $ (2 882 123) 

Total Other Financing Sour-ca (l.Jseli) s ( I .5"8.95~ I (3.394.371) $ (2.856,993) 

Excess ( Detic,ency) of Revenues o,er hpc:nd1tures and Other 
Sources (Uses) s 3.687 . .132 2.097,009 $ 5.333,588 

FUND BALANCES AT BEGl!'li!'lil!'IIG OF YEAR $ 9 ~74 711 13 ~{12 09J $ 15 2~9 102 

FUND BALANCES AT END OF YEAR s 13,562.093 l 5.659.102 $ 20,992,690 

Source: District. 

District Budget. The District is required by provisions of the California Education Code to maintain 
a balanced budget each year, in which the sum of expenditures plus the ending fund balance cannot exceed 
revenue plus the carry-over fund balance from the previous year. The California State Department of 
Education imposes a uniform budgeting format for school districts operating within the State. 

In accordance with current law, the District's Board of Trustees approves a final budget by July I. 
After approval of the final budget_ the District's administration submits budget revisions for the approval of 
the Board of Trustees as required by law. The following table sets forth the actual General Fund totals 
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(audited) for the fiscal year ending June 30, 2001, the adopted General Fund Budget for the fiscal year ending 
June 30, 2002 and the District's Second Interim Report for fiscal year 2001-2002. 

CAPISTRANO UNIFIED SCHOOL DISTRICT SUMMARY 
OF THE 2000-01 ACTUAL GENERAL FUND BALANCES 

AS OF JUNE 30, 2001 AND THE 2001-02 ADOPTED 
BUDGETFORTHEGENERALFUND 

2~1 Audited 2001-02 Adopted 2001-02 Second Interim 

~ ~ ~ 
REVENUES 

Revenue Limil Sources 
State Appor11onments s 54,859.275 s 57.125.249 $ 55,427,557 
Local Sources 134,741.285 145,707,645 150.148,525 
Revenue Limtt Transfers 4 5~700 4 91 I 934 4 817,~86 
Total Revenue Limit Sources s 194.191,260 $ 207,744.828 $ 210,393,968 

Federal Revenues s 8,185,679 $ 7,926.617 $ 10.569,970 
Other State Revenues 54.491.511 40,315.647 47.066,393 
Other Local Revenues Zfi~I~ 2a~{! IJ9 28 529 017 

TOTAL REVENUES s 283. 708,634 s 2$4,083,231 $ 296,559,348 

EXPEN D[TURES 
Cer1i ficated Salaries s 143.323,911 s 155.240,446 s 156,889,650 
Classified Salaries 43,518.128 46,809,165 49,957,374 
Employee Benefits 43.240,848 46,630.450 47.943.720 
Books and Supplies 13,011,282 22.190.055 25,836,640 
Services. Other Operating Expenses 18,462.044 18,887.!07 20.082,190 
Capital Outlay 8,196,276 4,101,345 3,321.307 
Olher Transfers 5,765,564 5,003,864 
Debt Service 0 0 

TOT AL EXPENDITURES s 275.518,053 s 298.623.240 $ 309,034,745 

EXCESS (DEFICIENCY) OF REVENUES s 8,190,581 $ (14,540,009) s ( 12.475,397) 
OVER EXPENDITURES 

OTHER FINANCING SOURCES/USES 
Operating Transfers In s 25,130 $ 1.116,350 $ l, 116,350 
School Facilities Appor11onment 0 0 0 
Proceeds from Sale of Bonds 0 0 0 
Proceeds from Capital Leases 0 0 0 
County School Building Aid 0 0 0 
Debt Service 0 0 0 
Operating Transfers Out £2 882 123) (I 050 000) n 662.903) 

Total Other Financing Sources (Uses) s (2,856.993) $ 66,350 $ (546,553) 

Excess (Deficiency) of Revenues over s 5,333.588 $ (14,473,659) $ (13,021,950) 
Expenditures and Other Sources (Us.es) 

Fund Balances at Beginning of Year s 15,659,102 s 20,992,690 s 20,992,690 

Fund Balances at End of Year s 20,992,690 s 6,519,031 s 7,970,741 

Source: The District. 

Orange County Investment Pool. Under California law, the District's funds are deposited with the 
Treasurer-Tax Collector (the "Treasurer'') of Orange County and invested in the Orange County Educational 
Investment Pool, which together with the Orange County Commingled Investment Pool comprises the Money 
Market Investment Pools (the "Treasury Pool"). Information has been obtained from the Treasurer regarding 
the Treasury Pool and attached hereto as Appendix F. The District has not independently verified the 
information received from the Treasurer and makes no representation as to the accuracy of such information. 
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Revenue Sources. The District categorizes its revenues into four sources: ( l) revenue limit sources 
(consisting of a mix of State and local revenues), (2) federal revenues, (3) other State revenues and (4) other 
local revenues. Each of these revenue sources is described below. 

Revenue Limit Sources. Since fiscal year 1973-74, California school districts have operated under 
general purpose revenue limits established by the State Legislature. In general. revenue limits are calculated 
for each school district by multiplying (I) the average daily attendance for such district by (2) a base revenue 
limit per unit of ADA. The revenue limit calculations are 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. 

In 2000-01. the District received $194, l 91.260 from revenue limit sources, accounting for 
approximately 68.4% of the District's General Fund revenues. For 2001-02, the District budgeted 
$210,393,968 of revenue limit source income, which is approximately 73.1 % of the District's budgeted 
General Fund revenues. 

Funding of the District's revenue limit is accomplished by a mix of (I) local property taxes and 
(2) State apportionments of basic and equalization aid. Generally, the State apportionments amount to the 
difference between the District's revenue limit and its local property tax revenues. 

State Funding of Education. The State Constitution requires that from all State revenues there shall 
first be set apart the moneys to be applied by the State for support of the public school system and public 
institutions of higher education. As discussed below, most school districts in the State receive a significant 
portion of their funding from State appropriations. 

Annual State apportionments of basic and equalization aid to school districts for general purposes are 
computed up to a revenue limit per unit of average daily attendance ("A.D.A."). Such apportionments will, 
generally speaking, amount to the difference between the district's revenue limit and the district's local 
property tax allocation. During fiscal year 2000-01, the District's general fund revenues, consisted of 12% 
from local and federal sources and 88% from all State sources. 

Revenue limit calculations are adjusted annually in accordance with a number of factors designed 
primarily to provide cost of living increases and to equalize revenues among all of the same type of school 
districts in the State (e.g., unified or union). The District's revenue limit per unit of AD.A. was $4,434.18 in 
fiscal year 2000-01. The District estimates that its revenue limit per unit of A.D.A. for fiscal year 2001-02 will 
be $4,617 .19. See "ST ATE OF CALIFORNIA FISCAL ISSUES" herein for discussion of State funding 
generally, various challenges currently impacting or projected to impact the State budget, and certain related 
risks to the District's General Fund. See also "RISK FACTORS - Pending Challenges to Property Tax 
Assessment Procedures", and - California Energy Markets" herein for discussions of additional risks which 
could adversely impact the District's General Fund and amounts currently projected to be paid to the District 
by the Redevelopment Agencies. 

2001-02 State Budget. The 2001-2002 State Budget was signed into law by the Governor on July 26, 
200 I. It states that it reflects a softening of California's economy and slowing tax revenues and contains an 
overall year-to-year General Fund expenditure decrease of 1.7%, but makes new investments in public 
education. Significant features of the 2001-02 State Budget for K-12 school districts include: 

• Proposition 98 Guarantee: Total spending of $45.4 billion, an increase of $2.5 billion (5.9%) 
over the current fiscal year. Spending per K-12 pupil is increased by $334 from $6,678 in 
2000-01 to $7,002 in 2001-02, an increase of over 4.9%. 

• Immediate Interventioru'Underperforrning Schools Program (Il!USP): $161 million to 
provide planning grants and to increase implementation of grants from $168 to $200 per pupil 
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to schools that participate in the II/USP to improve the academic achievement of the schools' 
pupils. 

• High Priority Students Block Grant: $200 million to complement the II/USP. Block grants 
will be awarded to provide up to $400 per pupil to improve student achievement in low
performing schools. Although this grant will be available to all schools in the bottom five 
deciles of the Academic Performance Index, priority will be given to the lowest scoring 
schools that apply or are already participating in the II/USP. 

• School Energy Cost Assistance: $250 million for allocation to school districts, county offices 
of education and charter schools on a per-pupil basis for school energy costs and energy 
conservation measures. 

• Special Education: $97.9 million, of which half will be used to provide a permanent increase 
to the base funding level for the special education program. The other half will be used to 
provide equalization funding for special education. 

Revision to 2001-02 State Budget. A revision to the 2001-02 was signed into law by the Governor on 
February 2, 2002 reducing the State's General Fund expenditures in 2001-02 by $2.2 billion which includes a 
$857 million reduction in K-12 Education funding. 

Proposed 2002-03 State Budget. Significant features of the fiscal year 2002-03 Proposed Budget for 
K-12 school districts include the following: 

• Total Spending: The Proposed Budget recommends total expenditures per K-12 education of 
$53.9 billion, resulting in estimated total per-pupil expenditures from all sources of$9,236 in 
fiscal year 2002-03, up from $9,145 in fiscal year 2001-02. The Proposed Budget includes a 
cost of living adjustment of2.15%. 

• Proposition 98: The total 2002-03 Proposition 98 funding level is proposed at $46.0 billion, 
an increase of $ I billion, or 1.8%, over the revised 2001-02 funding level. The Proposed 
Budget funds Proposition 98 at the Test 2 level. This level of funding supports K-12 
Proposition 98 per-pupil expenditures of $7,058 in 2002-03, up from $5,756 in 1998-99, 
$6,311 in 1999-00, $6,681 in 2000-0 I and $6,922 in 2001-02. 

Impact of Cu"ent and Future Budgets on District. The District estimates that the Governor's 
recommended expenditure reductions for the current fiscal year, if adopted, will reduce District revenues by 
approximately $6 million To the extent that the District is unable to reduce its expenditures, it will pay for 
such expenditures from its undesignated reserves held in its General Fund and Health Benefits Fund. The 
Proposed Budget does not restore most of the reductions being recommended by the Governor in the current 
fiscal year. As a result, the District expects that the $6 million reduction will be carried forward into fiscal 
year 2002-03, and the District will need to adjust its fiscal year 2002-03 budget accordingly. The 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. The Proposed Budget for fiscal year 2002-03 and future State 
budgets will be affected by national and state economic conditions and other factors over which the District 
will have no control. To the extent that the State budget process results in reduced revenues to the District, the 
District will be required to make adjustments to its budget. 

Impact of State Borrowing for Energy Costs. In 2000 and 2001, the State experienced economic 
impacts as a result of shortages in available electricity supplies during peak periods and increases in the cost of 
electricity and natural gas. The State, which is the source of the majority of District revenues, has expended $6 
billion of State funds to purchase electricity. The cost of these purchases could ultimately result in the State 
having less funds available to fund local school districts, including the District. Since early 2001, the State has 
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been attempting to sell approximately $13 billion in bonds to recoup the costs related to the State's purchases 
of power. The Proposed Budget assumes that the State General Fund will be reimbursed by June 30, 2002 for 
the $6 billion spent on energy purchases to date. In the event that the bonds are not sold, the projected shortfall 
of $12.5 billion in the Proposed Budget could increase to more than $18 billion, and additional steps would 
need to be taken to balance the 2002-03 State budget. As a result of the impact of the energy situation in the 
State, the State's credit rating was downgraded in 2001 by S&P to "A+." No assurance can be given as to 
what the ultimate impact will be of the energy situation in California on the District's finances. 

California Teachers' Association v. Gould. During several years in the early 1990s, the State 
realized less tax receipts than it had previously budgeted, so that in each of those years public education 
received more in funding than its minimum entitlement under Proposition 98. (See "CONSTITUTIONAL AND 
STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND APPROPRIATIONS - Proposition 98.) The State 
legislature characterized the overfunded amounts as "loans" to be repaid from the Proposition 98 entitlement in 
future years. The aggregate amount of these loans is approximately $1.76 billion. The validity of the loan 
characterization and repayment mechanism were challenged by the California Teachers' Association ("CT A"), 
which sought to void the obligation to repay the loan amounts. 

On April 26, 1994, a Sacramento County superior court entered a judgment that K-14 districts are not 
obligated to repay the inter-year loans. The decision was appealed by the State, and pending such appeal the 
CT A and the State reached a settlement which became final on April 12, 1996. Pursuant to the settlement 
agreement, no new inter-year loans will be created; the existing loans are required to be repaid over an eight
year period, with K-14 schools contributing $825 million from funds allocated to education under Proposition 
98, and the State contributing the balance of $938 million. The schools' contribution of $825 million will be 
counted toward the Proposition 98 guarantee in future years. 

The District cannot predict the effect that the general economic conditions within the State and the 
State's continuing budgetary problems may have in the future on the District's budgets or operations. 

For more information on State Funding of public education, see "ST ATE OF CALIFORNIA FISCAL 
ISSUES'' and "CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS - Proposition 98 and 111." 

Class Size Reduction Kindergarten - University Public Education Facilities Bond Act of 1998 

The Class Size Reduction Kindergarten - University Public Education Facilities Bond Act of 1998 
appeared on the November 1998 ballot as Proposition 1 A and was approved by the California voters. This 
measure authorizes $9.2 billion in general obligation bonds for construction at schools and higher educational 
campuses. It includes $6. 7 billion to finance acquisition of land, new construction, renovation and Class Size 
Reduction Program costs for public schools from Kindergarten through high school (K-12) and $2.5 billion to 
finance new construction, renovation and the purchase of equipment and California's public colleges and 
universities. 

Of the $6.7 billion for K-12 school facilities, Proposition IA authorizes: at least $2.9 billion to buy 
land and construct new school buildings (districts would be required to pay 50 percent of eligible project costs 
with local revenues); at least $2.1 billion for reconstruction and modernization of existing buildings (districts 
would be required to pay 20 percent of eligible project costs with local revenues); up to $700 million for Class 
Size Reduction Program facilities costs; up to$ I billion for projects where the State determines that a district 
is either unable to provide sufficient local matching funds or will incur excessive school construction costs. 

Of the $2.5 billion for public colleges and universities, $165 million would be allocated specifically 
for new campuses of the University of California and new campuses, campuses with enrollments of less than 
5,000 full-time equivalent students, and off-campus centers at the California State University and the 
California Community Colleges. 
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State Lottery 

In the November 1984 general election, the voters of the State approved a constitutional amendment 
establishing a State lottery (the "State Lottery"), the net revenues of which are used to supplement money 
allocated to public education. This amendment prohibited the use of funds derived from the State Lottery for 
non-instructional purposes, such as the acquisition of real property. the construction of facilities or the 
financing of research. State Lottery net revenues (gross revenues less prizes and administration expenses) are 
allocated by computing an amount per A.D.A. or full time equivalent ('"F.T.E."). This figure is derived by 
dividing the total net revenues figures by the total A.D.A. for grades K-12 and community colleges, and by the 
total F.T.E. for the University of California system and the California State University and College system. 
Each entity receives an amount equal to its total A.D.A. or F.T.E., as applicable, multiplied by the per A.D.A. 
or F.T.E. figure. The District received $6,407,793 as its 2000-01 State Lottery allocation and expects to 
receive $5,992,750 as its 2001-02 allocation. 

Ad Valorem Proper!)· Taxation 

Beginning in 1978-79, Proposition 13 and its implementing legislation permitted each county to levy 
and collect all property taxes (except for levies to support prior voter-approved indebtedness). and prescribed 
how levies on county-wide property values were to be shared with local taxing entities within each county. 

Taxes are levied by the County for each fiscal year on taxable real and personal property situated in 
the County as of the preceding January I. For assessment and collection pUIJ)oses, property is classified either 
as "secured" or "unsecured" and is listed accordingly on separate parts of the assessment roll. The "secured 
roll" is that part of the assessment roll containing State-assessed public utilities property and property the taxes 
on which a lien on real property 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 are due in two installments. on November I and February I of each 
fiscal year. If unpaid, such taxes become delinquent on December IO and April l 0, respectively, and a 10% 
penalty attaches to any delinquent payment. Property on the secured roll with respect to which taxes are 
delinquent becomes tax defaulted on or about June 30 of the fiscal 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 
fee. If taxes are unpaid for a period of five years or more. the property is deeded to the State and then is 
subject to sale by the County Tax Collector. 

Property taxes on the unsecured roll are due as of the January I lien date and become delinquent, if 
unpaid, on August 31. A I 0% penalty attaches to delinquent unsecured taxes. If unsecured taxes are unpaid at 
5 p.m. on October 31, an additional penalty of 1.5% attaches to them on the first day of each month until paid. 
The taxing authority has four ways of collecting delinquent unsecured personal property taxes: (l) bringing a 
civil action against the taxpayer; (2) filing a certificate in the office of the County Clerk specifying certain 
facts 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 office 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. 

The District's 2000-01 share of the secured and unsecured property tax revenue in the County as 
established by the County, equaled $134,741,285 and is estimated to equal $145,707,645 in 2001-02. See, 
however, "RISK FACTORS - Pending Challenge to Property Tax Assessment Procedures" herein for a 
discussion of litigation which could potentially impact the District's share of property tax revenue in future 
years. 
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The information provided in the tables below have been provided in part by California Municipal 
Statistics, Inc. The District has not independently verified this information and does not guarantee its 
accuracy. 

The following table shows a history of assessed valuations (less homeowner exemptions) and property 
tax levies. for the District since fiscal year 1997-98. 

1997-98 
1998-99 
1999-00 
2000-01 
2001-02 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
Assessed Valuations 

Local Secured 

S 22, 775, I 7:!,381 
25,046,964.266 
28.53 7,846,445 
32.012.033.657 
35,689. 723 .483 

Fiscal Years 1997-98 through 2001-02 

.!..1.!ilin:'. 

S 10,645. 798 
11,682.867 
12.402.244 
12,107,214 
12,293,531 

Unsecured 

S 811.707,074 
805. 762. 700 
899,940,688 

1.063.415.742 
1.127.320.058 

Source: California Municipal Sunstics. Inc 

Tax Levies, Collections and Delinquencies 

Total Before Rdv. 
Increment 

$ 23.597,525.253 
25.864,409,833 
29.450, 189,377 
33.087,556.613 
36.829,33 7 .072 

A ten percent penalty attaches to any delinquent payment for secured roll taxes. In addition, property 
on the secured roll with respect to which taxes are delinquent becomes tax-defaulted. Such property may 
thereafter be redeemed by payment of the delinquent taxes and the delinquency penalty, plus a redemption 
penalty (i.e .. interest) to the time of redemption. If taxes are unpaid for a period of five years or more, the 
property is subject to auction sale by the County Tax Collector. 

In the case of unsecured property taxes, a I 0% penalty attaches to delinquent taxes on property on the 
unsecured roll, and an additional penalty of 1.5% per month begins to accrue beginning December I of the 
fiscal year. and a lien is recorded against the assessee. The taxing authority has four ways of collecting 
unsecured personal property taxes: (I) a civil action against the taxpayer; (2) filing a certificate in the office of 
the County Clerk specifying certain facts in order to obtain a Judgment lien on specific property of the 
taxpayer; (3) filing a certificate of delinquency for record in the County Recorder's office in order to obtain a 
lien on specified property of the taxpayer: and (4) seizure and sale of personal property. improvements or 
possessory interests belonging or assessed to the assessee. 

Each County levies (except for levies to support prior voter-approved indebtedness) and collects all 
property taxes for property falling within that county's taxing boundaries. 
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The following table shows secured tax collection history for the outstanding general obligation bonds 
of the District for fiscal years 1995-96 through 2000-0 I. 

Fiscal Year 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00()) 
2000-01 <4 ) 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
Secured Tax Charges and Delinquencies 

Secured 
Tax Charge< 11 

$ 664.523.06 
113.378.86 
250.537.05 

23,239.82 

2, 172,535.55 

Amt. Del. 
June 3012 ! 

$ 16,829.81 
2,398.83 
3,897.85 

384.54 

7,441.02 

% Del. 
June 30 

2.53% 
2.12 
1.56 
1.65 

0.34 

111 Secured tax history for the outstanding general obligation bonds of the school di strict through Fiscal Year 1998-1999. 
121 Amount delinquent as of June 30 of the fiscal year such taxes were levied. 
131 No district-wide general obligation bond tax levy. 
<
41 No district-wide general obligation bond tax levy. Secured tax charge and amount delinquent reflect Fiscal Year 2000-01 

levy for bonds of Capistrano's SFID No. I. 
Source: County of Orange. 

There are a total of 828 tax rate areas in the District. The following table sets forth the total ad 
valorem tax rates levied by all taxing entities in a typical Tax Rate Area (TRA) within the District from fiscal 
year 1997-98 to fiscal year 2001-02. 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
Summary of Ad Valorem Tax Rates 

Typical Total Tax Rates (TRA 27-006) 

1997-98 1998-99 1999-00 
General l.00000 1.00000 1.00000 
Capistrano Unified School District .00108 .00009 
Capistrano Unified School Facilities District No. I 
Metropolitan Water District .00890 .00890 .00890 

Total All Property 1.00998 1.00899 1.00890 

Santa Margarita Water District, I.D. No. I .27028 .27028 .25000 
Total Land 0.27028 0.27028 0.25000 

Source: California Municipal Statistics, Inc. 

2000-01 2001-02 
1.00000 1.00000 

.00860 .00834 

.00880 .00770 
1.01740 1.01604 

.15500 .14100 
1.5500 1.4100 

In addition to the ad valorem tax rates referred to above, additional taxes, assessments, fees and 
charges are levied against property within the District. See "Statement of Direct and Overlapping Bonded 
Debt" below. In particular, approximately 11 percent of the real property in the District is subject to the levy 
of Mello-Roos special taxes secured by such real property. 
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The following table sets forth the 20 largest locally secured taxpayers within the District and their 
respective 2001-02 assessed valuations. 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
Largest 2001-02 Local Secured Property Taxpayers 

Property Owner Prima[!'. Land Use 

I. CPH Resorts I LLC Resort & Golf & Residential 
2. SHC Laguna Niguel Commercial 
3. Mission Viejo Associates Commercial 
4. Mission Hospital Regional Medical Center Hospital 
5. Innsbruck LLC Apartments 
6. OTR Apartments 
7. Northwestern Mutual Life Insurance Co. Apartments 
8. Wilmington Trust Company Commercial 
9. Stonebridge Investors Ltd. Apartments 
10. Barcelona LLC Apartments 
I I. Nichols Institute Miscellaneous 
12. CF Aliso Creek LLC Aparonents 
13. Toll Land XX Ltd. Residential Properties 
14. Seacrest Apartments Ltd. Apartments 
15. Connecticut General Life Insurance Company Commercial 
16. Monarch Bay Two Apartments 
17. San Juan Partnership Commercial 
18. Aliso-Holly Oaks Partners LP Apartments 
19. Seaside Meadows Partners Apartments 
20. DMB Ladera LLC Residential Properties 

tll 2001-02 Local Secured Assessed Valuation: $35,689,723,483. 

Source: California Municipal Statistics, Inc. 
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2001-02 
Assessed Valuation 

$ 270.313.555 
189.468.262 
134,047,355 
129,284,938 
128,821,671 
98,462,994 
91,878,643 
84,274,059 
80,500.000 
77.143.971 
58.940.090 
52.861.499 
50.754.932 
49.755.000 
49.687.173 
46,516,972 
43,124,962 
38,868,161 
37,083.225 
34 230,552 

S 1,746,018.014 

%of 
Total \Ii 

0.76% 
0.53 
0.38 
0.36 
0.36 
0.28 
0.26 
0.24 
0.23 
0.22 
0.17 
0.15 
0.14 
0.14 
0.14 
0.13 
0.12 
0.11 
0.10 
QJn 
4.890/c, 



The table below describes the District's land use in fiscal year 2001-02 as measured by assessed 
valuation and land use type. The District is substantially residential in nature with approximately 95.78% of 
the parcels designated for residential use representing approximately 88.42% of the assessed value in the 
District. 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
2001-02 Assessed Valuation and Parcels by Land Use 

% of Total 
2001-02 Assessed 

Assessed Valuation(!) Valuation No. of Parcels 
Non-Residential: 

Agricultural $ 327,895,012 0.92% 948 
Commercial 3,012,596,481 8.44 2,402 
Vacant Commercial 102,369,846 0.29 111 
Industrial 598,036,499 1.68 501 
Vacant Industrial 28,961,552 0.08 502 
Recreational 39,820,156 0.11 55 

18,314,562 0.05 149 
Government/Social/Institutional 

Vacant Other 3,025,610 0.01 19 
Miscellaneous 850,153 0.00 798 
Subtotal Non-Residential $4,131,869,871 11.58% 5,485 

Residential: 
Single Family Residence $23,369,018,60 l 65.48% 69,890 
Condominiumff ownhouse 5,202,016,029 14.58 26,896 
Mobile Home Related 21,056,039 0.06 27 
Multi-Family Residential 1,779,509,865 4.99 2828 
Residential Timeshare 83,951,133 0.24 15,725 
Vacant Residential 1.102,301,945 3.09 9,008 

Subtotal Residential $31,557 ,853,612 88.42% 124,374 

Total $35,689,723,483 100.00% 129,859 

11
) Local Secured Assessed Valuation: excluding tax-exempt property. 

Source: California Municipal Statistics. Inc. 

% of Total 
Parcel 

0.73% 
1.85 
0.09 
0.39 
0.39 
0.04 
0.11 

0.01 
0.61 
4.22% 

53.82% 
20.71 

0.02 
2.18 

12.11 
6.94 

95.78% 

100.00% 

Teeter Plan. The Board of Supervisors of the County has adopted the Alternative Method of 
Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the "Teeter Plan"), as provided for in 
Section 4701 et seq. of the California Revenue and Taxation Code, to accomplish a simplification of the tax
levying and tax apportioning process and an increased flexibility in the use of available cash resources. This 
alternative method is used for distribution of the ad vaiorem revenues. 

Pursuant to the Teeter Plan, each entity levying property taxes in the County may draw on the amount 
of uncollected taxes and assessments credited to its fund, in the same manner as if the amount credited had 
been collected. Under the Teeter Plan, the County establishes a tax losses reserve fund and a tax resources 
account. 

The County is responsible for determining the amount of the ad valorem tax levy upon each parcel in 
the District, which is entered onto the secured real property tax roll. Upon completion of the secured real 
property tax roll, the County auditor determines the total amount of taxes and assessments actually extended 
on the roll for each fund's credit. Such monies may thereafter be drawn against by the taxing agency in the 
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same manner as if the amount credited had been collected. The County determines which monies in the 
County treasury (including those credited to the tax losses reserve fund) shall be available to be drawn on to 
the extent of the amount of uncollected taxes credited to each fund for which a levy has been included. When 
amounts are received on the secured tax roll for the current year, or for redemption of tax-defaulted property, 
Teeter Plan monies are distributed to the apportioned tax resources accounts. The tax losses reserve fund is 
used exclusively to cover losses occurring in the amount of tax liens as a result of sales of tax-defaulted 
property. Monies in this fund are derived from several sources. While amounts collected as costs are 
distributed to the County's general fund, delinquent penalty collections are distributed to the tax losses reserve 
fund. 

When tax-defaulted property is sold, the taxes and assessments which constitute the amount required 
to redeem the property are prorated between apportioned (Teeter) levies and unapportioned (or non-Teeter) 
levies. When the tax-defaulted property is sold, the taxes and assessments which constitute the amounts 
required to redeem the property are prorated between apportioned (Teeter) levies and unapportioned (non
Teeter) levies. The pro rata share for apportioned levies is prorated between tax levies and assessment levies 
and then distributed to the applicable funds. 

If the tax losses reserve fund exceeds 50% of the total delinquent taxes and assessments for the 
previous year, the amounts coming in after it reaches 50% are credited to the County's general fund. 

The Teeter Plan will remain in effect unless the Board of Supervisors orders its discontinuance or 
unless, prior to the commencement of any fiscal year of the County ( which commences July l ), the Board of 
Supervisors shall receive a petition for its discontinuance joined in by resolutions adopted by two-thirds of the 
participating revenue districts in the County, in which event the Board of Supervisors will order 
discontinuance of the Teeter Plan effective at the commencement of the subsequent fiscal year. 

The Board of Supervisors may, by resolution adopted not later than July 15 of the fiscal year for which 
it is to apply after holding a public hearing on the matter, discontinue the procedures under the Teeter Plan 
with respect to any tax levying agency or assessment levying agency in the County if the rate of secure 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 that agency. 

In the event that the Teeter Plan were terminated. the amount of the levy of ad valorem property taxes 
in the District would depend upon the collections of the ad valorem property taxes and delinquency rates 
experienced with respect to the parcels within the District. 

So long as the Teeter Plan remains in effect. the District's receipt of revenues with respect to the levy 
of ad valorem property taxes will not be dependent upon actual collections of the ad valorem property taxes by 
the County. However, under the statute creating the Teeter Plan, the Board of Supervisors could terminate the 
Teeter Plan as to the District if the delinquency rate for all ad va/orem property taxes levied within the District 
in any year exceeds three percent. 

Federal Revenues. The federal government provides funding for several programs, including special 
education programs, programs under the Educational Consolidation and Improvement Act, and specialized 
programs such as Drug Free Schools, Education for Economic Security, and Refugee Children. The federal 
revenues, most of which are restricted, comprised approximately 2.9% of General Fund revenues in 2000-01 
and are budgeted to equal approximately 2.8% of such revenues in 2001-02. 

Other State Revenues. As discussed above, the District receives State.apportionment of basic and 
equalization aid in an amount equal to the difference between the District's revenue limit and its property tax 
revenues. In addition to such apportionment revenue, the District receives substantial other State revenues. In 
2000-01, other State revenues of $54,491,511 accounted for approximately 19.2% of General Fund total 
revenues and in 2001-02 are budgeted to equal $40,315,647, totaling 14.2% of total General Fund revenues. 
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These other State revenues are primarily restricted revenues funding items such as the Local Master 
Plan, home to school transportation, instructional materials and mentor teachers, but also include unrestricted 
amounts for class-size reduction and State Lonery revenues. 

Other Local Revenues. In addition to property taxes. the District receives additional local revenues 
from leases, rentals, interest. fees, local grants and tuition. Other local revenues also include State Special 
Education Funding ad.ministered through the SELPA. These other local revenues amounted to approximately 
9.4% of the General Fund total revenues in 2000-01 and are budgeted to be 9.9% of General Fund revenues in 
2001-02. In addition to the foregoing local revenues. the District expects to receive tax increment revenues 
from the San Juan Capistrano and Mission Viejo Redevelopment Agencies. 

Short Term Borrowings 

The District has in the past relied on the issuance of short-term tax and revenue anticipation notes. 
Proceeds from the issuance of notes by the District during previous fiscal years have been used to reduce 
interfund dependency and to provide the District with greater overall efficiency in the management of its 
funds. The District's most recent issuance of short-term, one-year tax and revenue anticipation notes were 
issued in July, 2001. in the approximate amount of $16,700.000. Those notes were rated "A-l/P-l!F-1" by 
Moody's lnvescors Service. S&P and Fitch. The District has never defaulted on any of its short-term 
borrowings. 

Long-Term Debt 

A schedule of long-term debt for the year ended June 30, 2001 is shown below. 

Capital Lease Obligations 
Compens.ated Absences (Net) 
General Obligation Bonds 
Mello-Roos Bonds and Note Payable 
Certificates of Participation 
Totals 

<II Paid off August 2001. 
Source: 2000-01 audited Financial Statements of the District. 

Statement of Direct and Overlapping Bonded Debt 

Balance 
(June 30. 2001) 

$ 6,304,684 
2.754,694 

47.399,930 
224,835.625 

3.295 ooo(II 

$ 284,589,933 

The following table represents the total assessed valuation and the direct and overlapping "bonded" 
debt of the District as of February I, 2002, according to California Municipal Statistics, Inc. The District has 
not reviewed this table and there can be no assurance as to the accuracy of the following table, and inquiries 
concerning the scope and methodology of procedures carried out to compile the infonnation presented should 
be directed to California Municipal Statistics, Inc. 
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CAPISTRANO UNIFIED SCHOOL DISTRICT 
Total Assessed Valuation and the 

2001-02 Assessed Valuation· 
Redevelopment Incremental Valuation 
Adjusted Assessed Valuation. 

Direct and Overlapping Bonded Debt 
as of February I, 2002 

S36,829.J37,072 
827 520,224 

S36.001.816.848 

DIRECT AND OVERLAPPING BX A"-ID ASSESSMENT DEBT: 
Orange County Teeter Plan Obligations 
Metropolitan Water D1s:tnct 
Capistrano Unllkd School District School Facllltks lmpro'Vtmtnl Dlstrlct 
Santa Marganta Water D1stnct lmpro,emenl D1stncts 
Moulton-Niguel Water D1stnct lmpro,·cment Districts 
Orange County WatcNort.s D1str1ct 1'0 4 
South Coast Counl) Water D1s1nc1 
City of Laguna Beach 
City of San Juan Captstr.ano 
Other Water D1stncl5 
Orange Count) Community fac1li11es Districts 
Capistrano Unified School 01smc1 Commun11y Fac1htics D1Stricts 
Cities and Special D1st11c1 Communir~ Fac1ht1es D1stncts 
1915 Act Bonds 
TOTAL GROSS DIRECT ASD OVERLAPPING TAX AND ASSESSME1'T DERT 

DIRECT AND OVERL\PPINQ GESER:',L FUNDOBUGATlON DEBT 
Orange Count) General Fund Obligations 
Orange County Pension Obhgauons 
Orange Count} Transit Authonl) 
Municipal Water D1stnct of Orange County Water Faciliues Corporauon 
South Orange County Communit} College D1stnct Certificates of Pan1c1pat1on 
Capistrano Unilkd School Dlstrk1 Gtneral Fund Obllgadons 
City of M1ss1on V1eJo Cenificates of Pa.rtic1pa11on 
Other City General Fund Obhgat10ns 
Moulton-N1gucl Water 01stnct Cen1 ficates of Par11c1pa11on 
Dana Point Sann:al) D1stnct Cen1ficates of Part1cipat10n 
Capistrano Bay Park and Rcneat,on D1~tnct Cenificates of Panicipation 
Orange County Fire Authont) General Fund Obilgauons 

TOTAL GROSS DIRECT A1'D OHR LAPPING GENERAL FUND OBLIGA TIO', D~ BT 
Less: Orange Count) Transit D1m1ct Au1honty (80",i, self-supponing! 

MW DOC Water Fac1l111es Corporation ( 100% self-supponmg) 
City of M1s.s1on V1eJO self-~upponmg obligations 

TOT AL NET DIRECT AND OVERLAPPING GENERAL FUND OBLIGATION DEBT 

GROSS COMBl1',I.D TOTAL DEBT 
NET COMBINED TOTAL DEBT 

Ratios 10 200)-0Z As;;oscd \'aluauoo 

Direct Dtbt (547,.399,930) ·····································--······-------·-····--· .. ··0.13°10 
Total Direct and O,·erlapp1ng T8' and As=ment Debt ........................... ~ 60" • 

Ratios 10 Adiusted Assessed Valuation 
Combined Dlrecl Dtbt (S57,45-4.930J ................ -·-·····---·-·-·-·················0.16°1, 
Gross Combined Total Debt ................... 3 48° • 
Net Combined Total Debi . .. . .................... ... 3 41 ° • 

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/JOIOI: SO 

11
> Excludes Certificates. 

0 2 Atitil 1!;aQle 
16.069% 
3404 

100.000 
15.590-100.000 
28.241-100.000 

]00.000 
69.285 

0.008 
]00.000 
Various 
Vanous 

100 000 
Vanous 

100.000 

16.069% 
16.069 
16.069 
17.231 
40.091 

100.000 
58.139 
Vanous 
72.208 

100000 
100.000 
32.911 

(&bt 201 IQ;1 
$ 20.122.4-05 

17.955,419 
47.399,930 

131.776,514 
60.845.567 

45.000 
5.269, 124 

1,030 
15.210,000 

10,590 
319.256,380 
214.445.000 

85.866.290 
38 060 000 

$956.263.249 

$163.815.260 
21.630,881 

1.270.254 
9.252.185 

17.992,841 
I0,055,000 ( 11 

25.350,581 
3,443.968 

27.009.571 
1.850.000 
4.115.000 
9 234 827 

$295.020.368 
1.016.204 
9.252, 185 

13 4~2 4J4 
$271.299,545 

$ l .251.283,617 ,:, 
$1.227 .562. 794 

121 Excludes tax and revenue anticipation notes, revenue, mortgage revenue and tax allocation bonds and non-bonded capital 
lease obligations. 

Source: California Municipal Statistics. Inc. 
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CONSTITUTIONAL AND STATUTORY LIMITATIONS 
ON TAXES AND APPROPRIATIONS 

Article XIIIA of the California Constitution 

On June 6, 1978, California voters approved Proposition 13 ("Proposition 13"), which added Article 
XIIIA to the State Constitution ("Article XIIIA"). Article XIIIA limits the amount of any ad valorem tax on 
real property to 1 % of the full cash value thereof, except that additional ad valorem taxes may be levied to pay 
debt service on indebtedness approved by the voters prior to July 1, 1978 and (as a result of an amendment to 
Article XIIIA approved by State voters on June 3, 1986) on bonded indebtedness for the acquisition or 
improvement of real property which has been approved on or after July I, 1978 by two-third of the voters on 
such indebtedness. Article XIIIA defines full cash value to mean "the county assessor's valuation of real 
property as shown on the 1975-76 tax bill under full cash value, or thereafter, the appraised value of real 
property when purchased, newly constructed, or a change in ownership have occurred after the 1975 
assessment." This full cash value may be increased at a rate not to exceed two percent per year to account for 
inflation. 

Article XlllA has subsequently been amended to permit reduction of the "full cash value" base in the 
event of declining property values caused by damage, destruction or other factors, to provide that there would 
be no increase in the "full cash value" base in the event of reconstruction of property damaged or destroyed in 
a disaster and in other minor or technical ways. 

Legislation Implementing Article XIIIA. Legislation has been enacted and amended a number of 
times since 1978 to implement Article XIIIA. Under current law, local agencies are no longer permitted to 
levy directly any property tax (except to pay voter-approved indebtedness). The one percent property tax is 
automatically levied by the county and distributed according to a formula among taxing agencies. The formula 
apportions the tax roughly in proportion to the relative shares of taxes levied prior to 1989. 

Increases of assessed valuation resulting from reappraisals of property due to new construction, 
change in ownership or from the two percent annual adjustment are 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 the 1981-82 fiscal year, assessors in the State no longer record property values on tax 
rolls at the assessed value of 25% of market value which was expressed as $4 per $100 assessed value. All 
taxable property is now shown at full market value on the tax rolls. Consequently, the tax rate is expressed as 
$1 per $100 of taxable value. All taxable property value included in this Official Statement is shown at I 00% 
of market value (unless noted differently) and all tax rates reflect the $1 per $100 of taxable value. 

Article XIIIB of the California Constitution 

An initiative to amend the State Constitution entitled "Limitation of Government Appropriations" was 
approved on September 6, 1979, thereby adding Article XIIIB to the State Constitution ("Article XIIIB"). 
Under Article XIIIB state and local governmental entities have an annual "appropriations limit" and are not 
permitted to spend certain moneys which are called "appropriations subject to limitation" (consisting of tax 
revenues, state subventions and certain other funds) in an amount higher than the "appropriations limit." 
Article XIIIB does not affect the appropriation of moneys which are excluded from the definition of 
"appropriations subject to limitation," including debt service on indebtedness existing or authorized as of 
January l, 1979, or bonded indebtedness subsequently approved by the voters. In general tenns, the 
appropriations limit" is to be based on certain 1978-79 expenditures, and is to be adjusted annually to reflect 
changes in consumer prices, populations, and services provided by these entities. Among other provisions of 
Article XIIIB, if these entities' revenues in any year exceed the amounts pennitted to be spent, the excess 
would have to be returned by revising tax rates or fee schedules over the subsequent two years. 
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The District's budgeted appropriations from "proceeds of taxes" for the 2000-01 fiscal year are equal 
to the allowable limit of $58,143,278. Any proceeds of taxes received by the District in excess of the 
allowable limit are absorbed into the State's allowable limit. The Base Rental Payments are not subject to the 
appropriations limit of Article XIIIB. 

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, to 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 for 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, fees and charges. Article XIIIC further provides that 
no tax may be assessed on property other than ad valorem property taxes imposed in accordance with Articles 
XIII and XIIIA of the California Constitution and special taxes approved by a two-thirds vote under Article 
XIIIA, Section 4. Article XIIID deals with assessments and property-related fees and charges, and explicitly 
provides that nothing in Article XIIIC or XIUD will be construed to affect existing laws relating to the 
imposition of fees or charges as a condition of property development. 

The District does not impose any taxes, assessments, or property-related fees or charges which are 
subject to the provisions of Proposition 218. It does, however, receive a portion of the basic one percent ad 
valorem property tax levied and collected by the County pursuant to Article XIIIA 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. 

Unitary Property 

Some amount of property tax revenue of the District is derived from utility property which is 
considered part of a utility system with components located in many taxing jurisdictions ("unitary property"). 
Under the State Constitution, such property is assessed by the State Board of Equalization ("SBE") as part of a 
"going concern" rather than as individual pieces of real or personal property. State-assessed unitary and 
certain other property is allocated to the counties by SBE, taxed at special county-wide rates, and the tax 
revenues distributed to taxing jurisdictions (including the District) according to statutory fonnula generally 
based on the distribution of taxes in the prior year. 

The California electric utility industry has been undergoing significant changes in its structure and in 
the way in which components of the industry are regulated and owned. Sale of electric generation assets to 
largely unregulated, nonutility companies may affect how those assets are assessed and which local agencies 
are to receive the property taxes. The District is unable to predict the impact of these changes on its utility 
property tax revenues, or whether legislation may be proposed or adopted in response to industry restructuring, 
or whether any future litigation may affect ownership of utility assets or the State's methods of assessing 
utility property and the allocation of assessed value to local taxing agencies. including the District. Because 
the District is not a basic aid district, taxes lost through any reduction in assessed valuation will be 
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compensated by the State as equalization aid under the State's school financing formula. See "DISTRICT 
HISTORY, OPERATION AND FINANCIAL INFORMATION" herein. 

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 percent (rather than two-thirds) of the voters in local elections and permits property taxes to exceed the 
current l percent limit in order to repay the bonds and (2) changes existing statutory law regarding charter 
school facilities. 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 further the purposes of the proposition. The local school 
jurisdictions affected by this proposition are K-12 school districts, including the District, community college 
districts, and county offices of education. As noted above, the California Constitution previously limited 
property taxes to I percent of the value of property. Property taxes may only exceed this limit to pay for ( l) 
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 l, 1978. 

The 55 percent vote requirement would apply only if the local bond measure presented to the voters 
includes: ( 1) a requirement that the bond funds can be used only for construction, rehabilitation, equipping of 
school facilities, or the acquisition or lease of real property for school facilities; (2) a specific list of school 
projects to be funded and certification that the school board has evaluated safety, class size reduction, and 
information technology 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 been used only for the projects listed in the measure. Legislation approved in June 2000 
places certain limitations on local school bonds to be approved by 55 percent of the voters. These provisions 
require that the tax rate levied as the result of any single election be no more than $60 (for a unified school 
district), $30 (for a school district), or $25 (for a community college district), per $100,000 of taxable property 
value. These requirements are not part of this proposition and can be changed with a majority vote of both 
houses of the Legislature and approval by the Governor. 

California public school facilities are the responsibility of over 1,000 school districts and county 
offices of education. Over the years, the State has provided a significant portion of the funding for these 
facilities through the State schools facilities program. Most recently, this program was funded with $6.7 billion 
in State general obligation bonds approved by the voters in November 1998. Under this program, the State 
generally pays 50 percent of the cost of new school facilities; 80 percent of the cost of modernizing existing 
facilities; and 100 percent of the cost of either new facilities or modernization in "hardship cases." In addition 
to State bonds, funding for school facilities has been provided from a variety of other sources, including: 
school district general obligation bonds; special local bonds (known as "Mello-Roos" bonds); and fees that 
school districts charge builders on new residential, commercial, and industrial construction. 

Alternatively, charter schools are 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 are exempt from most State laws and 
regulations affecting public schools. As of June 2000, there were 309 charter schools in California, serving 
about l 05,000 students (less than 2 percent of all K-12 students). The law permits an additional 100 charter 
schools each year until 2003, at which time the charter school program will be reviewed by the Legislature. 
Under current law, school districts must allow charter schools to use, at no charge, facilities not currently used 
by the district for instructional or administrative purposes. 

Proposition 39 requires that each local K-12 school district provide charter school facilities 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 
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choose to use these or other revenues, including State and local bonds. Such facilities must be reasonably 
equivalent to the district schools that such charter students would otherwise attend. The respective K-12 
school district is permitted charge the charter school for its facilities if district discretionary revenues are used 
to fund the facilities and a district may decline to provide facilities for a charter school with a current or 
projected enrollment of fewer than 80 students. There are presently no charter schools within the District. 

Statutory Limitations 

On November 4, 1986, State voters approved Proposition 62, an initiative statute limiting the 
imposition of new or higher taxes by local agencies. The statute (a) requires new or higher general taxes to be 
approved by two-thirds of the local agency's governing body and a majority of its voters; (b) requires the 
inclusion of specific information in all local ordinances or resolutions proposing new or higher general or 
special taxes; (c) penalizes local agencies that fail to comply with the foregoing; and (d) required local 
agencies to stop collecting any new or higher general tax adopted after July 31, 1985, unless a majority of the 
voters approved the tax by November 1, 1988. 

Appellate court decisions following the approval of Proposition 62 determined that certain provisions 
of Proposition 62 were unconstitutional. However, the California Supreme Court upheld Proposition 62 in its 
decision on September 28, 1995 in Santa Clara County Transponation Authority v. Guardino. This decision 
reaffirmed the constitutionality of Proposition 62. Certain matters regarding Proposition 62 were not 
addressed in the Supreme Court's decision, such as whether the decision applies retroactively, what remedies 
exist for taxpayers subject to a tax not in compliance with Proposition 62, and whether the decision applies to 
charter cities. The District has not experienced any substantive adverse financial impact as a result of the 
passage of this initiative. 

Article XIIIC and XIIID or 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, to 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 for 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, fees and charges. Article XIIIC further provides that 
no tax may be assessed on property other than ad valorem property taxes imposed in accordance with Articles 
XIII and XIIIA of the California Constitution and special taxes approved by a two-thirds vote under Article 
XIIIA, Section 4. Article XIIID deals with assessments and property-related fees and charges, and explicitly 
provides that nothing in Article XIIIC or XIIID will be construed to affect existing laws relating to the 
imposition of fees or charges as a condition of property development. 

The District does not impose any taxes, assessments, or property-related fees or charges which are 
subject to the provisions of Proposition 218. It does, however, receive a portion of the basic one percent ad 
valorem property tax levied and collected by the County pursuant to Article XIIIA 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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Proposition 98 and Proposition 111 

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''). The Accountability Act changes State 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 (collectively ... K-14 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, which percentage is equal to 40.9 %, or (b) the amount actually appropriated to such districts from 
the General Fund in the previous fiscal year, adjusted for growth in enrollment and inflation. 

Since the Accountability Act is unclear in some details, there can be no assurance 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 districts than the 40.9% percentage, 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 fund such other programs by raising taxes. 

The Accountability Act also changes how tax revenues in excess of the State Appropriations Limit are 
distributed. Any excess State tax revenues up to a specified amount would, instead of being returned to 
taxpayers, be transferred to K-14 districts. Such transfer would be excluded from the Appropriations Limit for 
K-14 districts and the K-14 school Appropriations Limits 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 
districts for subsequent years, creating further pressure on other portions of the State budget, particularly if 
revenues decline in a year following an Article XIIIB surplus. The maximum amount of excess tax revenues 
which could be transferred to schools is four percent of the minimum State spending for education mandated 
by the Accountability Act, as described above. 

On June 5, 1990, California voters approved Proposition 111 (Senate Constitutional Amendment 1), 
which further modified the Constitution to alter the spending limit and education funding provisions of 
Proposition 98. Most significantly. Proposition 111 (I) liberalized the annual adjustments to the spending 
limit by measuring the "change in the cost of living" by the change in State per capita personal income rather 
than the Consumer Price Index, and specified that a portion of the State's spending limit would be adjusted to 
reflect changes in school attendance; (2) provided that 50% of the ''excess" tax revenues. determined based on 
a two-year cycle, would be transferred to K-14 school districts with the balance returned to taxpayers (rather 
than the previous I 00% but only up to a cap of four percent of the districts· minimum funding level), and that 
any such transfer to K-14 school districts would not be built into the school districts' base expenditures for 
calculating their entitlement for State aid in the following year and would not increase the State's 
appropriations limit; (3) excluded from the calculation of appropriations that are subject to the limit 
appropriations for certain "qualified capital outlay projects" and certain increases in gasoline taxes, sales and 
use taxes, and receipts from vehicle weight fees; (4) provided that the Appropriations Limit for each unit of 
government.. including the State, would be recalculated beginning in the 1990-91 fiscal year, based on the 
actual limit for fiscal year 1986-87, adjusted forward to 1990-91 as if SCA I had been in effect; and (5) 
adjusted the Proposition 98 fonnula that guarantees K-14 school districts a certain amount of General Fund 
revenues, as described below. 

Under prior law, K-14 school districts were guaranteed the greater of (a) 40.9% of General Fund 
revenues (the "first test") or (b) the amount appropriated in the prior year adjusted for changes in the cost of 
living (measured as in Article XIIlB by reference to per capita personal income) and enrollment (the "second 
test"). Under Proposition 111, school districts would receive the greater of (a) the first test. (b) the second test 
or (c) a third test. which would replace the second test in any year when growth in per capita General Fund 
revenues from the prior year was less than the annual growth in State per capita personal income. Under the 
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third test. school districts would receive the amount appropriated in the prior year adjusted for change in 
enrollment and per capita General Fund revenues. plus an additional small adjustment factor. If the third test 
were used in any year. the difference between the third test and the second test would become a "credit" to be 
paid in future years when General Fund revenue growth exceeds personal income growth. 

Applications of Constitutional and Statutory Provisions 

The application of Proposition 98 and other statutory regulations has become increasingly difficult to 
predict accurately in recent years. For a discussion of how the prov1smns of Proposition 98 have been applied 
to school funding see "DISTRICT HISTORY, OPERATION AND FINANCIAL INFORMATION - State 
Fwiding of Education - The Budget Act and Proposition 98." 

Future Initiatives 

Article XIIIA, Article XlllB, Article )ClllC, Article XIIID and Propositions 62, 98 and 111 were each 
adopted as measures that qualified for 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. 

TAXMATIERS 

In the opinion of Stradling Yocca Carlson & Rauth. a Professional Corporation. Newport Beach, 
California. Special Counsel. under existing statutes. regulations. rulings and judicial decisions, interest (and 
original issue discount) with respect to the Certificates is excluded from gross income for federal income tax 
purposes, and is not an item of ta.'IC preference for purposes of calculating the federal alternative minimum tax 
imposed on individuals and corporations. In the further opinion of Special Counsel, interest (and original issue 
discount) with respect to the Ceniflcates is exempt from State of California personal income tax. Special 
Counsel notes that with respect to corporations, the portion of each interest (and original issue discount) with 
respect to the Certificates may be included as an adjustment in the calculation of alternative minimum taxable 
income which may affect the alternative minimum tax liability of such corporations. 

The difference between the issue price of 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 the owner of the Certificate before 
receipt of cash attributable to such excludable income. The amount of original issue discount deemed received 
by the owner of a Certificate will increase the owner's basis m the Certificate. In the opinion of Special 
Counsel original issue discount that accrues to the owner of a Certificate is excluded from the gross income of 
such owner for federal income tax purposes, is not an item of taY. preference for purposes of the federal 
alternative minimum ta.'IC imposed on individuals and corporations, and is exempt from State of California 
personal income tax. 

Special Counsel's opinion as to the exclusion from gross income of the interest (and original issue 
discount) with respect to the Certificates is based upon certain representations of fact and certifications 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 satisfied subsequent to the execution 
and delivery of the Certificates to assure that interest (and original issue discount) with respect to the 
Certificates will not become includable in gross income for federal income tax purposes. Failure to comply 
with such requirements of the Code might cause interest (and original issue discount) with respect to the 
Certificates to be included in gross income for federal income tax purposes retroactive to the date of execution 
and delivery of the Certificates. The District has covenanted to comply with all such requirements. 
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The amount by which a Certificate Owner's original basis for determining loss on sale or exchange in 
the applicable Certificate (generally, the purchase price) exceeds the amount payable on maturity (or on an 
earlier call date) constitutes amortizable Certificate premium, which must be amortized under Section 171 of 
the Code; such amortizable Certificate premium reduces the Certificate Owner's basis in the applicable 
Certificate (and the amount of tax-exempt interest received), and is not deductible for federal income tax 
purposes. The basis reduction as a result of the amortization of Certificate premium may result in a Certificate 
Owner realizing a taxable gain when a Certificate is sold by the Owner for an amount equal to or Jess (under 
certain circumstances) than the original cost of the Certificate to the Owner. Purchasers of the Certificates 
should consult their own tax advisors as to the treatment, computation and collateral consequences of 
amortizable Certificate premium. 

Although Special Counsel has rendered an opinion that interest (and original issue discount) with 
respect to the Certificates 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 Certificates and the 
accrual or receipt of interest (and original issue discount) with respect to the Certificates may otherwise affect 
the tax liability of certain persons. Special Counsel expresses no opinion regarding any such tax 
consequences. Accordingly, before purchasing any of the Certificates, all potential purchasers should consult 
their tax advisors with respect to collateral tax consequences with respect to the Certificates. 

CERTAIN LEGAL MA TIERS 

Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Special 
Counsel, will render an opinion with respect to the Certificates substantially in the form attached hereto as 
Appendix C. Copies of such approving opinion will be available at the time of delivery of the Certificates. 
Certain legal matters will be passed upon for the District and the Corporation by Stradling Yocca Carlson & 

Rauth, a Professional Corporation, Newport Beach, California. The payment of fees of all counsel, except 
counsel for the District., is contingent upon the closing of the Certificates transaction. 

Special Counsel's employment is limited to a review of the legal proceedings required for the 
authorization of the Certificates and to rendering the opinion referred to herein. Such opinion will not consider 
or extend to this Official Statement, or any sections, documents, agreements, representations, offering circulars 
or other material of any kind concerning the Certificates. Special Counsel takes no responsibility for the 
accuracy, completeness or fairness of this Official Statement. 

CONTINUING DISCLOSURE 

The District has covenanted in a Continuing Disclosure Certificate for the benefit of the holders and 
beneficial owners of the Certificates to provide certain annual financial information (the .. Annual Report") and 
notices of the occurrence of certain enumerated events, if material. The Annual Report and notices of material 
events will be filed by the District with each Nationally Recognized Municipal Securities 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 E- FORM OF CONTINUING DISCLOSURE CERTIFICATE" 
hereto. These covenants have been made in order to assist the Underwriter in complying with 
Rule l 5c2- l 2(b)(5) promulgated under the Securities Exchange Act of 1934. 

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 offices 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 
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indirectly, the validity or enforceability of the proceedings to lease the Property back from the Corporation, the 
Trust Agreement., the Lease, the Assignment Agreement or the Site Lease. 

The District does have claims pending against it. The aggregate amount of the uninsured liabilities of 
the District which may result from all claims will not, in the opinion of the District, materially affect the 
District's finances or impair its ability to make Lease Payments under the Lease. 

RATING 

The Certificates have been rated "AAA" by Standard & Poor's Ratings Services ("S&P") and "AAA" 
by Fitch. Inc. ("Fitch"), based on the issuance of a policy of municipal bond insurance by Financial Security 
Assurance Inc., a New York stock insurance company. See "CERTIFICATE INSURANCE" herein. Such 
ratings reflect only the views of S&P and Fitch and any explanation of the significance of such ratings must be 
obtained from S&P or Fitch, as applicable. There is no assurance that such ratings will continue for any given 
period of time, or that either rating will not be revised downward or withdrawn entirely by S&P or Fitch if in 
the judgment of S&P or Fitch, respectively, circumstances so warrant. An explanation of the significance of 
such ratings may be obtained from S&P at 25 Broadway, 21st Floor, New York, New York 10004, 
(212) 208-8000 and from Fitch at One State Street Plaza, New York, New York 10004, (212) 908-0800. Any 
such downward revision or withdrawal of either such rating may have an adverse affect on the market price of 
the Certificates. 

UNDERWRITIJ\i"G 

The Certificates are being purchased for reoffering by the Underwriter. The Underwriter has agreed 
to purchase the Certificates at the purchase price of $31,051,470.30 (representing the aggregate principal 
amount of the Certificates of $31,950,000.00, less original issue discount of $626,954. 70, and less an 
Underwriter's discount of $271,575.00). The Purchase Contract relating to the Certificates provides that the 
Underwriter will purchase all of the Certificates, if any are purchased. The obligation to make such purchase 
is subject to certain terms and conditions set forth in such Purchase Contract. 

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

The references herein to the Lease, the Site Lease, the Trust Agreement and the Assignment 
Agreement are brief outlines of certain provisions thereof. Such outlines do not purport to be complete and for 
full and complete statements of such provisions reference is made to said documents. Copies of the documents 
mentioned under this heading are available for inspection at the District and following delivery of the 
Certificates will be on file at the Principal Office of the Trustee in Los Angeles, California. 

References are made herein to certain documents and reports which are 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, are intended as such and not as representations of fact. 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 Certificates. 

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

CAPISTRANO UNIFIED SCHOOL DISTRICT 

By: \s\ Dr. James A. Fleming 
Superintendent 
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APPENDIX A 

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 

The following is a brief summary of certain provisions of the legal documents related to the 
Certificates which are 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 Lease, the Trust 
Agreement, the Assignment Agreement. and the Site Lease for the complete terms thereof. Copies of the 
Lease. the Trust Agreement. the Assigrunent Agreement, and the Site Lease are available upon request from 
the District. 

DEFINITIONS 

The following are summaries of definitions of certain terms used in this Summary of Principal Legal 
Documents. All capitalized terms not defined herein or elsewhere in the Official Statement have the meanings 
set forth in the Lease or the Trust Agreement. 

"Additional Payments" means such amounts as will be required for the payment of all administrative 
costs of the Corporation relating to the Property or the Certificates, including without limitation all expenses, 
assessments, compensation and indemnification of the Trustee payable by the District under the Trust 
Agreement, taxes of any sort whatsoever payable by the Corporation as a result of its ownership of the 
Property or undertaking of the transactions contemplated in the Lease or the Trust Agreement, fees of auditors, 
accountants, attorneys or engineers, and all other necessary administrative costs of the Corporation 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 on insurance or to indemnify the Corporation and its employees, 
officers and directors and assigns. 

"Business Day" means any day other than (i) a Saturday or Sunday, or (ii) a day on which the Fiscal 
Agent or banking institutions in New York, New York. Los Angeles, California or the State of California are 
authorized or required by law or executive order to remain closed. 

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

"Code" means the Internal 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. 

"Corporation Representative" means the President. Executive Director, Vice President. Assistant 
Executive Director, Secretary, or Treasurer of the Corporation. or any other person authorized to act on behalf 
of the Corporation under or with respect to the Lease. 

"Delivery Costs" means and further includes all items of expense directly or indirectly payable by or 
reimbursable to the District or the Corporation relating to the financing of the Property 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 insurance policies purchased to satisfy the Reserve Requirement, filing and 
recording costs, settlement costs, printing costs, word processing costs, reproduction and binding costs, initial 
fees and charges of the Trustee and the Escrow Agent, including its first annual administration fee and the fees 
of the Trustee and Escrow Agent counsel, legal fees and charges, financing and other professional consultant 
fees, costs of rating agencies and costs of providing information to such rating agencies, any computer and 
other expenses incurred in connection with the Certificates, fees for execution, transportation and safekeeping 
of the Certificates and charges and fees in connection with the foregoing. 
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"District Representative" means the Superintendent of the District or any other person authorized by 
the Board of Trustees to act on behalfof the District with respect to the Lease or the Trust Agreement. 

"Event of Default" means an event of default under the Lease. (See "THE LEASE AGREEMENT -
Events of Default" herein). 

"Federal Securities" means: 

Direct obligations (other than an obligation subJect to variation in principal repayment) of the United 
States of America ("United States 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 
W1conditionally guaranteed 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 faith and credit of the United States 
of America, or ( d) evidences of ownership of proportionate interests in future interest and principal payments 
on obligations described above held by a bank or trust company as custodian, under which the o"wner 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 are not available to any person claiming through the custodian or to 
whom the custodian may be obligated. 

"Fiscal Year" means the fiscal year of the District commencing July I and ending June 30 of each 
year. 

"Insurer" means Financial Security Assurance Inc. and any successor thereto. 

"Insurance Policy" means the municipal bond insurance policy issued by the Insurer concurrently with 
the execution and delivery of the Certificates. 

"Lease Payment" means any payment required to be paid by the District to the Corporation pursuant 
to the Lease and which is sufficient in both time and amount to pay when due the annual principal and interest 
represented by the Certificates. 

"Lease Payment Date" means the fifteenth day of the month (or, if such day is not a Business Day, the 
next succeeding Business Day) immediately preceding the respective Certificate Payment Date. 

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

"Lease Year" means the period extending from July 16 of each calendar year to July 15 of the 
subsequent calendar year. 

"Net Proceeds" means any proceeds of any insurance, not including rental interruption 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 Agreement. 

"Outstanding," when used as of any particular time with respect to the Certificates, means (subject to 
the provisions of the Trust Agreement) all Certificates theretofore executed and delivered by the Trustee under 
the Trust Agreement except: 

1. Certificates theretofore cancelled by the Trustee or surrendered to the Trustee for 
cance Ila ti on; 
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2. Certificates for the payment or prepayment of which funds or Government 
Obligations, together with interest earned 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 Cenificates 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 

3. Certificates in lieu of or in exchange for which other Certificates will have been 
executed and delivered by the Trustee pursuant to the Trust Agreement. 

"Owner" or "Certificate Owner" or "Owner of a Certificate." or any similar 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. 

"Perm1ned Investments" means: 

I. Direct obligations (other than an obltgauon subject to vanat10n in principal 
repaymenn of the United States of America ("United States Treasury Obligations"), (b) obligations 
fully and uncond1t1onally guaranteed as to timely payment of pnncipal and interest by the United 
States of Amenca. (c) obligations fully and uncond11ionally guaranteed as to timely payment of 
principal and interest by any agency or instrumental11y of the Cnited States of America when such 
obltgauons are backed by the full faith and credit of the United States of America, or (d) evidences of 
ownership of proportionate interests in future interest and pnnc1pal payments on obligations described 
above held by a bank or trust company as custodian. under which the owner of the investment is the 
real party m interest and has the right to proceed directly and individually against the obligor and the 
underlying government obligations are not available to any person claiming through the custodian or 
to whom the custodian may be obligated. 

2. Federal Housing Administration debentures. 

3. The listed obligations of government-sponsored agencies which are not backed by 
the full faith and credit of the United States of America 

Federal Home Loan Mortgage Corporation ( FHLMC I 
Part1c1pauon certificates (excluded are stnpped mortgage securities which are purchased at 
pnces exceeding their principal amounts) - Senior Debt obhgations 
Fann Credit Banks (fonnerly: Federal Land Banks, Federal Intermediate Credit Banks and 
Banks for Cooperatives) Consolidated system-wide bonds and notes 
Federal Home Loan Bartks (FHL Banks) Consolidated debt obligations 
Federal National Mortgage Association (FNMA) Senior debt obligations Mortgage-backed 
secunt1es texcluded are stripped mortgage secunues which are purchased at prices exceeding 
their principal amounts) 
Student Loan Marketing Association (SLMA) Senior debt obligations (excluded are securities 
that do not have a fixed par value and/or whose tenns do not promise a fixed dollar amount at 
maturity or call date) 
Financing Corporation (FICO) Debt obligations 
Resolution Funding Corporation (REFCORPJ Debt obligations 

4. Unsecured certificates of deposit. time deposits, and bankers' acceptances (having 
maturities of not more than 30 days) of any bartk the short-term obligations of which are rated 'A· I' or 
better by S&P. 
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5. Deposits the aggregate amount of which are fully insured by the Federal Deposit 
Insurance Corporation (FDIC), in banks which have capital and surplus of at least $5 million. 

6. Commercial paper (having original maturities of not more than 270 days) rated 'A-
l+' by S&P and 'Prime- I' by Fitch. 

7. Money market funds rated 'AAm' or 'AArn-G' by S&P, or better. 

8. "State Obligations", which means: 

(a) Direct general obligations of any state of the United States of America or 
any subdivision or agency thereof to which is pledged the full faith and credit of a state the 
unsecured general obligation debt of which is rated 'A3' by Moody's and 'A' by S&P, or 
better, or any obligation fully and unconditionally guaranteed by any state, subdivision or 
agency whose unsecured general obligation debt is so rated. 

(b) Direct general short-term 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 (as defined in the United States Bankruptcy Code) 
of any state, state agency or subdivision described in (A) above and rated 'AA' or better by 
S&P and 'Aa' or better by Moody's. 

9. Pre-refunded municipal obligations rated "AAA" by S & P and "Aaa" by Moody's 
meeting the following requirements: 

(a) the municipal obligations are ( l) not subject to redemption prior to maturity 
or (2) the trustee for the municipal obligations has been given irrevocable instructions 
concerning their call and redemption and the issuer of the municipal obligations has 
covenanted not to redeem such municipal obligations other than as set forth in such 
instructions; 

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

(c) the principal of and interest on the United States 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 ("Verification"); 

(d) the cash or United States 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 United States Treasury Obligation shall be permitted 
except with another United States Treasury Obligation and upon delivery of a new 
Verification; and 

(f) the cash or United States Treasury Obligations are not available to satisfy 
any other claims, including those by or against the trustee or escrow agent. 
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I 0. Repurchase agreements: 

With (I) 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 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-tenn debt rated at least "A" by S&P and Moody's. which broker-dealer 
falls under the jurisdiction of the Securities Investors Protection Corporation; or (3) any other entity 
rated "A" or better by S&P and Moody's and acceptable to the Insurer, provided that: 

(a) The market value of the collateral is maintained at levels and upon such 
conditions as would be acceptable to S & P and Moody's to maintain an "A" rating in an "A" 
rated structured financing (with a market value approach); 

(b) The Trustee or a third party acting solely as agent therefor or for the District 
(the "Holder of the Collateral") has possession of the collateral or the collateral has been 
transferred to the Holder of the Collateral in accordance with applicable state and federal laws 
(other than by means of entries on the transferor's books); 

( c) The repurchase agreement shall state and an opinion of counsel shall be 
rendered at the time such collateral is delivered that the Holder of the Collateral has a 
perfected first priority security interest in the collateral, any substituted collateral and all 
proceeds thereof (in the case of bearer securities, this means the Holder of the Collateral is in 
possession); 

(d) All other requirements of S&P in respect of repurchase agreements shall be 
met. 

( e) The repurchase agreement shall provide that if during its tenn the provider's 
rating by either Moody's or S&P is withdrawn or suspended or falls below "A-" by S&P or 
"A3" by Moody's, as appropriate, the provider must. at the direction of the District or the 
Trustee (who shall give such direction if so directed by the Insurer), within IO days of receipt 
of such direction, repurchase all collateral and tenninate the agreement, with no penalty or 
premium to the District or Trustee. 

Notwithstanding the above, i( a repurchase agreement has a term of 270 days or less (with no 
evergreen provision), collateral levels need not be as specified in (A) above, so long as such collateral 
levels are 103% or bener and the provider is rated at least "A" by S&P and Moody's, respectively. 

11. Investment agreements with a domestic or foreign bank or corporation (other than a 
life or property casualty insurance company) the long-term debt of which, or, in the case of a 
guaranteed corporation the long-term debt, or. in the case of a monoline financial guaranty insurance 
company, claims paying ability, of the guarantor is rated at least "AA" by S&P and "Aa" by Moody's; 
provided that, by the terms of the investment agreement: 

(a) interest payments are to be made to the Trustee at times and in amounts as 
necessary to pay debt service (or, if the investment agreement is for the construction fund, 
construction draws) on the Bonds; 

(b) the invested funds are available for withdrawal without penalty or premium, 
at any time upon not more than seven days' prior notice; the District and the Trustee hereby 
agree to give or cause to be given notice in accordance with the terms of the investment 
agreement so as to receive funds thereunder with no penalty or premium paid; 



(c) the investment agreement shall state that is the unconditional and general 
obligation of, 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 shall state that the obligation of 
the provider to make payments thereunder ranks pari passu with the obligations of the 
provider to its other depositors and its other unsecured and unsubordinated creditors; 

(d) the District or the Trustee receives the opinion of domestic counsel (which 
opinion shall be addressed to the District and the Insurer) that such investment agreement is 
legal, valid, binding and enforceable upon the provider in accordance with its terms and of 
foreign counsel (if applicable) in form and substance acceptable, and addressed to, the 
Insurer; 

( e) the investment agreement shall provide that if during its term 

i) the provider's rating by either S&P or Moody's falls below "AA-" or 
"Aa3", respectively, the provider shall, at its option, within IO days of receipt of 
publication of such downgrade, either (i) collateralize the investment agreement by 
delivering or transferring in accordance with applicable state and federal laws (other 
than by means of entries on the provider's books) to the District, the Trustee or a 
third party acting solely as agent therefor (the "Holder of the Collateral") collateral 
free and clear of any third-party liens or claims the market value of which collateral 
is maintained at levels and upon such conditions as would be acceptable to S & P and 
Moody's to maintain an "A" rating in an "A" rated structured financing (with a 
market value approach); or (ii) repay the principal of and accrued but unpaid interest 
on the investment, and 

ii) the provider's rating by either S&P or Moody's is withdrawn or 
suspended or falls below "A-" or "A3", respectively, the provider must, at the 
direction of the District or the Trustee (who shall give such direction if so directed by 
the Insurer), within IO 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, and 

(f) 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 Holder of the 
Collateral has a perfected first priority security interest in the collateral, any substituted 
collateral and all proceeds thereof (in the case of bearer securities, this means the Holder of 
the Collateral is in possession); 

(g) the investment agreement must provide that if during its term 

i) the provider shall default 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 if so directed by the Insurer), be 
accelerated and amounts invested and accrued but unpaid interest thereon shall be 
repaid to the District or Trustee, as appropriate, and 

ii) the provider 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 but unpaid interest thereon shall be repaid to the 
District or Trustee, as appropriate. 
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"Prepayment" means any payment made by the District pursuant to the Lease as a prepayment of 
Lease Payments. 

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

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

··Property" means the Property described in the Lease. 

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

"Reserve Replenishment Rent" means Reserve Replenishment Rent payable pursuant to the Lease. 
(See "THE LEASE AGREEMENT - Reserve Replenishment Rent"). 

"Reserve Requirement" means, as of the Delivery Date, the lesser of ( 1) the maximum aggregate 
annual Lease Payments then payable under the Lease, (2) 125% of the average annual aggregate Lease 
Payments then payable under the Lease, and (3) 10% of the initial principal amount of the Certificates (less 
original issue discount if in excess of 2% of the stated redemption amount at maturity). 

"S&P" means Standard & Poor's Ratings Services or any successors or assigns thereto. 

"Special Counsel" means Stradling Y occa Carlson & Rauth or any other attorney or firm 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. 

"Tenn" means the time during which the Lease is in effect, as provided in the Lease. (See "THE 
LEASE AGREEMENT - Term of the Lease" herein.) 

"Trustee" means U.S. Bank, N.A .• a national banking association duly organized and existing under 
the laws of the United State of America, and any successor trustee. 

THE LEASE AGREEMENT 

Lease; Interests in the Property 

Pursuant to the terms of the Lease, the Corporation agrees to lease the Property to the District and the 
District agrees to lease the Property from the Corporation. During the Term of the Lease, the Corporation will 
hold a leasehold interest in the Property. Upon the expiration of the Term of the Lease, the leasehold interest 
of the Corporation in the Property and all right, title and interest of the Corporation in and to the Property will 
transfer to and vest in the District. 

Term of the Lease 

The Term of the Lease will commence as of the date of its execution and ends on the date which is ten 
( l 0) years after the final maturity date of the Certificates, unless extended pursuant to the Lease, or terminated 
prior thereto upon the earliest of any of the following events: (a) a default by the District and the 
Corporation's election to terminate the Lease; or (b) the payment by the District of all Lease Payments and any 
Additional Payments required by the Lease. 
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Lease Payments 

The District agrees to pay to the Corporation, its successors and assigns. as annual rental for the use 
and possession of the Property. Lease Payments in such semiannual amounts as are sufficient in both time and 
amount to pay when due the principal and interest represented by the Certificates. Lease Payments will be due 
and payable on the fifteenth day of the month (or if such date is not a Business Day. the next succeeding 
Business Day) immediately preceding the respective Certificate Payment Date. Certain amounts held in the 
Lease Payment Fund on any Lease Payment Date are credited towards the Lease Payment then due and 
payable. The District must make all Lease Payments. Additional Payments and Reserve Replenishment Rent 
payments when due notwithstanding any dispute between the Corporation and the District, including a dispute 
as to the failure of any portion of the Property to perform the task for which it is leased, and may not withhold 
any Lease Payment pending the final resolution of such dispute. Any Lease Payment in default continues as 
an obligation of the District until fully paid. with interest 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. The Corporation and the District have agreed and determined that the total rental 
under the Lease represents the fair rental value of the Property. The District covenants to take such action as 
may be necessary to include and maintain all Lease Payments, Additional Payments and Reserve 
Replenishment Rent in its annual budgets (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) and to provide the 
Trustee annually with a certificate to this effect. Pursuant to the Assignment Agreement. the Corporation has 
assigned its right to receive and to collect Lease Payments. Reserve Replenishment Rent, certain Additional 
Payments and Prepayments to the Trustee in trust for the benefit of the Owners of the Certificates. (See "THE 
ASSIGNMENT AGREEMENT' herein.) 

Reserve Replenishment Rent 

The District has agreed to pay to the Trustee from its first legally available moneys, after payment of 
the Lease Payments, Reserve Replenishment Rent to replace amounts withdrawn from the Reserve Fund in 
order to pay interest or principal represented by the Certificates to the Reserve Fund or amounts necessary to 
restore a deficiency in the Reserve Fund resulting from a decrease of I 0% or more in the market value of the 
Permitted Investments in the Reserve Fund; provided, however, that such obligation to pay will only occur if 
the Lease Payments are not in abatement and the amount in the Reserve Fund is less than the Reserve 
Requirement. 

The District's obligation to fund Reserve Replenishment Rent is subject to the District's right to pay 
such Reserve Replenishment Rent over a period of not more than four months, in four substantially equal 
payments. in the event that such deficiency results from a decrease in the market value of the Permitted 
Investments on deposit in the Reserve Fund, and over a period extending no later than the end of the then
current Lease Year, in substantially equal monthly payments, in the event that such deficiency results from a 
withdrawal from the Reserve Fund to pay principal or interest with respect to the Certificates; provided that if 
such payments prescribed in the Lease are inconsistent with fair market rental value, in such maximum 
amounts as will be recommended by the appraisal referenced in the Lease consistent with fair market rental 
value on the Lease Payment Date until the amount on deposit in the Reserve Fund equals the Reserve 
Requirement. 

Abatement of Lease Payments in Event of Loss of Use 

Lease Payments will be paid in consideration of the right of possession and the continued quiet use 
and enjoyment of the Property during each period for which such Lease Payments are to be paid. The 
obligation of the District to pay Lease Payments will be abated during any period in which, by reason of 
damage, destruction or taking by eminent domain or condemnation with respect to any portion of the Property, 
there is substantial interference with the District's right to the use and possession of such portion of the 
Property by the District. The amount of such abatement shall be determined by the District such that the 
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resulting Lease Payments represent fair consideration for the use and possession of the portion of the Property 
not damaged, destroyed, or taken. Such abatement will commence with such damage, destruction or taking 
and end with the substantial completion of the replacement or work or repair; provided. however, that during 
abatement, available moneys on deposit in the Reserve Fund and the Lease Payment Fund. as well as other 
special sources of money. including the proceeds of rental interruption insurance, will be applied to pay the 
Lease Payments. 

Maintenance, Utilities, Taxes and Assessments 

The District is responsible for all repair and maintenance of the Property throughout the Term of the 
Lease. The District must pay for or otheiwise arrange for the payment of the cost of the repair and 
replacement of any portion of the Property resulting from ordinary wear and tear or want of care on the part of 
the District or any sublessee thereof. The District will also pay all taxes and assessments, including but not 
limited to utility charges, charged to the Corporation or the District or levied, assessed or charged against any 
portion of the Property or the respective interests or estates therein. The District is obligated to pay special 
assessments or governmental charges only to the extent they are required to be paid during the Term of the 
Lease. 

Liens 

Except for Permitted 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 connection with any additions, 
modifications or improvements made by the District; provided that if any such lien is established and the 
District must first notify or cause to be notified the Corporation of the District's intention to do so, the District 
may in good faith 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 must provide the Corporation with full security against any loss or forfeiture which might arise 
from the nonpayment of any such item. 

Disclaimers 

The Corporation makes 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. 

Insurance 

The District must maintain or cause to be maintained the following insurance: 

Public LiabilitJ and Propert)' Damage. The District must maintain or caused to be maintained, 
throughout the Term of the Lease, a standard comprehensive general public liability and property damage 
insurance policy or policies in protection of the District. its officers, agents and employees. Said policy or 
policies must 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 the Property. Said policy or policies will provide coverage in the minimum liability limits of $1,000,000 for 
personal injury or death of each person and $3,000,000 for 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 
$50,000) for damage to property resulting from each accident or event. Such public liability and property 
damage insurance may, however, be in the form of a single limit policy covering all such risks in an amount 
equal to $15,000,000. 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 may be maintained in the form of 
self-insurance by the District. 
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Workers' Compensation. The District must maintain workers' compensation insurance issued by a 
responsible carrier authorized under the laws of the State of California 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 subsequently enacted as an amendment or supplement thereto or in lieu thereof (with provision for self
insurance of$100,000). 

Casualty. The District must maintain, throughout the Term of the Lease, insurance against loss or 
damage to any item or portion of the Property caused by fire or lightning, with extended coverage and theft, 
vandalism and malicious mischief insurance. Such extended coverage insurance must, as nearly as practicable, 
cover loss or damage by explosion. windstorm, riot, aircraft, vehicle damage, smoke and such other hazards 
normally covered by such insurance. Such insurance will be maintained in an amount ( except that such 
insurance may be subject to deductible clauses of not to exceed $100,000 for any one loss) in an amount not 
less than the aggregate principal amount of Certificates at the time Outstanding. 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 may be maintained in the form of self-insurance by the District. 

Rental Interruption. The District must maintain rental income or use and occupancy insurance in an 
amount not less than the maximum remaining scheduled Lease Payments in any future 24-month period, to 
insure against loss of Lease Payments from the Property caused by perils covered by the casualty insurance 
described above. Such insurance may be maintained as part of or in conjunction with any other rental income 
insurance carried by the District. 

Title Insurance. The District must obtain and, throughout the Term of the Lease, maintain or cause 
to be maintained CL TA title insurance on the Site in an amount equal to the aggregate principal amount of the 
Certificates Outstanding, issued by a company of recognized standing, duly authorized to issue the same, 
subject only to Permitted Encumbrances. 

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 of the Lease. All such policies shall provide that the District shall give 
the Trustee 30 days' notice of each expiration, any intended cancellation thereof or reduction of the coverage 
provided thereby and shall be provided by carriers rated at least "A" by S&P and at least "A" by A.M. Best 
Company, Inc. Each policy of casualty and theft insurance, rental intenuption insurance and title insurance 
will provide that all proceeds under the Lease will be payable to the Trustee for the benefit of the Owners. 

Substitution or Release of the Property 

The District shall have the right to substitute alternate real property for any portion of the Property or 
to release a portion of the Property from the lien of the Lease by providing the Trustee with a supplement to 
the Lease substantially in the form attached to the Lease. All costs and expenses incurred in connection with 
such substitution or release shall be borne by the District. Notwithstanding any such substitution, there shall 
be no reduction in or abatement of the Lease Payments due from the District as a result of such substitution. 
No substitution shall be permitted unless (I) the District provides prior written notice thereof to each rating 
agency then rating the Certificates; (2) an independent MAI or equivalent certified real estate appraiser 
selected by the District finds (and delivers a certificate to the District and Trustee setting forth its findings) that 
the substituted real property (i) has a fair rental value greater than or equal to the annual Lease Payments being 
payable by the District pursuant to the Lease and (ii) has an equivalent or greater useful life as the Property 
then existing; ( 3) the District obtains or causes to be obtained a title insurance policy with endorsement so as to 
be payable to the Trustee for the benefit of the Owners (such policy shall comply with the Lease, shall be in 
form satisfactory to the Trustee and the Corporation, shall be in the amount equal to the principal component 
of Lease Payments attributable to the substituted real property, and shall insure the leasehold interest or the fee 
simple interest of the Corporation or the District, as applicable, to the substituted real property); (4) the District 
provides the Corporation and the Trustee with an opinion of Special Counsel that such substitution does not 



cause, in and of itself, the interest evidenced and represented by the Certificates to be included in gross income 
for federal income tax purposes; (5) the District shall give, or cause to be given, any notice of the occurrence 
of such substitution required to be given pursuant to the Continuing Disclosure Certificate; (6) upon the 
substitution of any real property and improvements thereon for all or a portion of the Property then existing, 
the District, the Corporation and the Trustee shall execute and the District shall record with the office of the 
County Recorder, Orange County, California, any document necessary to reconvey to the District the portion 
of the Property being substituted and to include the substituted real property and/or improvements thereon as 
all or a portion of the Property; and (7) the District shall certify to the Trustee that the substituted real property 
is of approximately the same degree of essentiality to the District as the portion of the Property being replaced. 

Assignment and Subleasing of Lease 

The Lease may be assigned by the District so long as such assignment does not, in the opinion of 
Special Counsel, adversely affect the State tax-exempt status or exclusion from gross income for federal 
income tax purposes of the interest component of the Lease Payments or affect the validity of the Lease, and 
the Corporation has certified to the Trustee that such assignment will not impair or violate the representations, 
covenants and warranties of the Lessor contained in the Lease. The District may sublease all or any portion of 
the Property, with the consent of the Trustee (as assignee of the Corporation), subject to all of the following 
conditions: ( 1) the Lease and the obligation of the District to make Lease Payments under the Lease will 
remain obligations of the District; (2) the District will, within 30 days after the delivery thereof, furnish or 
cause to be furnished to the Corporation, the Trustee and S&P, a true and complete copy of such sublease; 
(3) no sublease by the District will cause the Property to be used for a purpose other than governmental or 
proprietary functions authorized under the provisions of the laws of the State; and ( 4) no sublease will cause 
the interest component of the Lease Payments due with respect to the Property to become includable in gross 
income for federal income tax purposes or subject to State personal income taxes. 

Events of Default and Remedies 

Events of Default Defined. The following constitute "events of default" under the Lease ( each, an 
"Event of Default") and the terms "events of default" and "default" will mean, whenever they are used in the 
Lease, any one or more of the following events: 

(a) Failure by the District to pay any Lease Payment required to be paid under the Lease 
by the next succeeding Certificate Payment Date following each corresponding Lease Payment Date, 
and failure by the District to timely pay any Reserve Replenishment Rent, if and when required. 

(b) Failure by the District to observe and perform any warranty, covenant, condition or 
agreement contained in the Lease or in the Trust Agreement or in the Site Lease, other than the default 
described in (i) above, for a period of 30 days after written notice specifying such failure and 
requesting that it be remedied has been given to the District by the Corporation, the Trustee, the 
Owners of not less than 20% in aggregate principal amount of the Certificates then Outstanding, 
provided, however, that if the failure stated in the notice cannot be corrected within the applicable 
period, the Corporation or such Certificate Owners. as the case may be, will not unreasonably 
withhold its 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. 

(c) Filing 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 bankruptcy code, as amended, or under any similar act which may hereafter be enacted. 
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Remedies. Whenever any Event of Default described above shall have happened and be continuing, 
the Corporation may exercise any and all remedies available pursuant to law or granted pursuant to the Lease 
as described below. The Corporation has no right under any circumstances. however, to accelerate the Lease 
Payments or otherwise declare any Lease Payments not then in default to be immediately due and payable. 

After the occurrence of an event of default under the Lease, the District will surrender possession of 
the Property to the Lessor, if requested to do so by the Lessor. the Trustee or the O\vners. in accordance with 
the provisions of the Trust Agreement. 

(a) No Termination: Repossession and Re-Lease on Behalf of District. In the event 
the Lessor does not elect to terminate the Lease m the manner hereinafter provided for in 
subparagraph (b). the Lessor may, with the consent of the District. which consent is by the 
Lease irrevocably given. repossess the Property and re-lease it for the account of the District. 
in which event the District's obligation will accrue from year to year in accordance with the 
Lease and the District will continue to receive the value of the use of the Property from year 
to year in the form of credits against its obligation to pay Lease Payments. The obligations of 
the District will remain the same as prior to such default. to pay Lease Payments and 
Additional Payments whether the Lessor re-enters or not. The District agrees to and will 
remain liable for the payment of all Lease Payments. Reserve Replenishment Rent and 
Additional Payments and the perfonnance of all conditions contained herein 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, Reserve Replenishment Rent and Additional Payments to the end of the Term of 
the Lease, but said Lease Payments, Reserve Replenishment Rent and Additional Payments 
and/or deficiency will be payable only at the same time and in the same manner as provided 
above for the payment of Lease Payments, Reserve Replenishment Rent and Additional 
Payments hereunder, notwithstanding such repossession by the Lessor or any suit brought by 
the Lessor for the purpose of effecting such repossession of the Property or the exercise of 
any other remedy by the Lessor. 

The District by the Lease irrevocably appoints the Lessor as the agent and anorney-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 herein 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 the County of Orange, 
for the account of and at the expense of the District. and the District by the Lease exempts and agrees to save 
harmless the Lessor from any costs. loss or damage whatsoever arising or occasioned by any such repossession 
and re-leasing of the Property. The District by the Lease waives any and all claims for damage caused or 
which may be caused by the Lessor in repossessing the Property as provided herein and all claims for damages 
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. 

The District agrees that the terms of the Lease constitute full and sufficient 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 agrees that no acts of the Lessor in effecting such re-leasing will constitute a surrender or termination 
of the Lease irrespective of the term for which such re-leasing is made or the terms and conditions of such re
leasing, or otherwise, but that, on the contrary, in the event of such default by the District the right to terminate 
the Lease will vest in the Lessor to be effected in the sole and exclusive manner provided for in subparagraph 
(b) below. 

The District will retain the portion of rental obtained by 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. 
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In the event that the liability of the District under this subsection (a) 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 of the Lessor, will not exercise the remedies provided in this subsection 
(a). 

(b) Termination: Repossession and Re-Lease. In the event of the termination of the 
Lease by the Lessor at its option and in the manner heremafter provided on account of default 
by the District (and notwithstanding any repossession of the Property by the Lessor in any 
manner whatsoever or the re-leasing of the Property J. the D1s01ct nevertheless agrees 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 herein in the case of payment of Lease Payments. 
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 Section 5.04 of the Trust Agreement. Any 
surplus received by the Trustee, as assignee of the Lessor. from such re-leasing over total 
Lease Payments. Reserve Replenishment Rent and Additional Payments that would have been 
due hereunder and the fees, expenses and costs of the Trustee as assignee of the Lessor on re
leasing the Property will be remitted to the District. Neither notice to pay rent 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 
terrnmation of the Lease on account of default by the D1stnct 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 termmate the Lease. The District 
covenants and agrees that no surrender of the Property for the remainder of the Term hereof 
or any termination of the Lease will be valid in any manner or for any purpose whatsoever 
unless stated 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 hereto, except only in the manner 
herein expressly provided. 

(c) Opinion of Special Counsel. The re-leasing of the Property as provided herein 
will be subject to the opinion of Special Counsel that such re-leasing will not cause the 
interest component of the Lease Payments to be subJect to State personal income tax or 
adversely affect the exclusion from gross income for federal mcome tax purposes. 

The Corporation's rights and remedies are assigned to the Trustee and are exercisable by the Trustee 
and the Owners of the Certificates as provided in the Trust Agreement. (See "THE ASSIGNMENT 
AGREEMENT' herem.) 

THE TRUST AGREEMENT 

The Trustee 

Indemnificadon. The District will, to the extent permitted by law. indemnify and save the Trustee 
and its officers, directors. agents and employees harmless from and against all claims, losses, costs, expenses, 
liability and damages, including legal fees and expenses. arising out of (i) the use, maintenance, condition or 
management of. or from any work or thing done on, the Property by the District, (ii) any breach or default 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, (iii) any act of negligence of the District or of 
any of its agents, contractors. servants, employees or licensees with respect to the Property, (iv) any act of 
negligence of any assignee of. or purchaser from. the District or of any of its or their agents, contractors, 
servants, employees or licensees with respect to the Property. (v) the authorization of payment oflmprovement 
Costs and Delivery Costs, (vi) the actions of any other party. including but not limited to the ownership, 
operation or use of the Property by the District.. (vii) the exercise and performance by the Trustee of its powers 
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and duties under the Trust Agreement or any related document, (viii) the sale of the Certificates and the 
carrying out of any of the transactions contemplated by the Certificates or the Trust Agreement or (ix) any 
untrue statement or alleged untrue statement of any material fact or omission or alleged omission to state a 
material 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 officers, agents, 
employees, successors and assigns. No indemnification will be made under the Trust Agreement or other 
agreements for willful misconduct or negligence by the Trustee, its officers, agents, employees, successors or 
assigns. The District's obligations under the Trust Agreement will remain valid and binding notwithstanding 
maturity and payment of the Certificates, or the resignation or removal of the Trustee. 

Removal. So long as there is no Event of Default or the District may remove the Trustee initially 
appointed, and any successor thereto, and may appoint a successor or successors thereto. 

Resignation. The Trustee may, upon prior written notice to the District and the Corporation, resign; 
provided that such resignation will not take effect until the successor Trustee is appointed. 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 30 days of receipt of notice of the Trustee's resignation, then the Trustee 
may petition a court of suitable jurisdiction to seek the immediate appointment of a successor Trustee. 

Successor. Any successor Trustee will be a bank or trust company meeting the qualifications as set 
forth in the Trust Agreement. Any resignation or removal of the Trustee and appointment of a successor 
Trustee will become effective upon acceptance of appointment by the successor Trustee. Upon such 
acceptance, the successor Trustee will mail notice thereof to the Owners at their respective addresses set forth 
on the Certificate registration books. 

Funds 

The Trust Agreement creates (I) a Project Fund, (2) a Prepayment Fund, (3) a Lease Payment Fund, 
(4) a Reserve Fund, (5) a Net Proceeds Fund and (6) a Rebate Fund, to be held in trust by the Trustee. 

Project Fund. Certain proceeds of sale of the Certificates and all investment earnings on moneys 
held in the Project Fund will be credited to the Project Fund. 

The Trustee will disburse moneys from the Project Fund to pay Improvement Costs and Delivery 
Costs or to reimburse the District for payment of such Delivery Costs upon receipt by the Trustee of a 
requisition signed by the District Representative. 

Prepayment Fund. Moneys to be used for prepayment of the Certificates will be deposited into the 
Prepayment Fund and used solely for the purpose of prepaying the Certificates in advance of their maturity on 
the dates designated for prepayment and upon presentation and surrender of such Certificates to the Trustee. 
Any funds remaining in the Prepayment Fund after prepayment and payment of all Certificates Outstanding, 
including accrued interest and payment of any applicable fees and expenses to the Trustee and any other 
Additional Payments payable under the Lease, or provision made thereof satisfactory to the Trustee and 
provision for any amounts required to be transferred to the Rebate Fund, will be withdrawn by the Trustee and 
remitted to the District. 

Lease Payment Fund. Lease Payments, unexpended Certificate proceeds, amounts representing 
capitalized interest, proceeds of rental interruption insurance, and any other moneys required to be deposited 
therein pursuant to the Lease or the Trust Agreement will be deposited in or credited to the Lease Payment 
Fund. 
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Subject to required transfers to pay rebate and to prepay Certificates from Excess Available Funds, 
amounts in the Lease Payment Fund must be used solely for the purpose of paying the principal and interest 
with respect to the Certificates as the same become due and payable in the following order of priority. On each 
Certificate Payment Date, the Trustee, first. will set aside an amount sufficient to pay the interest evidenced by 
the Certificates becoming payable on such date, and mail or wire transfer, under certain circumstances, such 
amount to the Owners; and, second, will set aside an amount sufficient to pay the principal evidenced by the 
Certificates becoming due and payable on such Certificate Payment Date. 

On each November 15 and May 15, the Trustee shall determine the amount of Excess Available Funds 
on deposit in the Lease Payment Fund and shall transfer such amounts, if any. to the Prepayment Fund. 

Any funds remaining in the Lease Payment Fund after payment of all Certificates Outstanding, 
including accrued interest and payment of any applicable fees to the Trustee pursuant to the Trust Agreement 
and any other Additional Payments due under the Lease, or provision made therefor satisfactory to the Trustee, 
and provision for any 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 Fund. For a description of the Reserve Fund, see "SECURITY AND SOURCES OF 
PAYMENT OF THE CERTIFICATES - Reserve Fund" in the Official Statement. 

Net Proceeds Fund. Any Net Proceeds received by the District in the event of any accident, 
destruction, theft or taking by eminent domain or condemnation with respect to the Property must be 
transferred to the Trustee and deposited by the Trustee in the Net Proceeds Fund to the Property. 

The Trustee will disburse Net Proceeds for replacement or repair of the Property as provided in the 
Lease, or transfer such proceeds to the Prepayment Fund upon notification of the District Representative as 
provided in the Lease. After all of the Certificates have been paid and the entire amount of principal and 
interest with respect to the Certificates has been paid in full, or provision made for payment satisfactory to the 
Trustee, including provision for all amounts required to be transferred to the Rebate Fund pursuant to the Trust 
Agreement, the Trustee will pay any remaining moneys in the Net Proceeds Fund to the District after payment 
of any amounts due to the Trustee pursuant to the Trust Agreement and any other Additional Payments due 
under the Lease. 

Rebate Fund. All amounts at any time on deposit in the Rebate Fund will be held by the Trustee in 
trust, to the extent required to satisfy the requirement to make rebate payments to the United States (the 
"Rebate Requirement") pursuant to Section 148 of the Code and the Treasury Regulations. Such amounts will 
be free and clear of any lien under the Trust Agreement and will be governed by the provisions of the Trust 
Agreement relating to the Rebate Fund and tax covenants and by the Tax Certificate executed by the District. 

Any funds remaining in the Rebate Fund after prepayment of all of the Certificates and any amounts 
including accrued interest and payment of any applicable fees to the Trustee, will be withdrawn by the Trustee 
and remitted to the District. 

Moneys in Funds; Investment 

Held in Trust. The moneys and investments held by the Trustee under the Trust Agreement are 
irrevocably held in trust for the benefit of the Owners and, in the case of the Rebate Fund, for payment as 
required to the United States Treasury, and for the purposes specified in the Trust Agreement, and such 
moneys, and any income or interest earned thereon, will be expended only as provided in the Trust Agreement, 
and will not be subject to levy or attachment or lien by or for the benefit of any creditor of the Corporation, the 
Trustee or the District, or any of them. 
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Investment. Moneys held by the Trustee under the Trust Agreement will be invested and reinvested 
on maturity by the Trustee pursuant to the Trust Agreement. The Trustee will report any such investments to 
the District on a monthly basis in its regular statements. Investments purchased with funds on deposit in the 
Lease Payment Fund and Prepayment Fund shall mature not later than the Certificate Payment Date or 
prepayment date, as appropriate, immediately succeeding the investment. Investments purchased with funds 
on deposit in the Project Fund shall mature not later than the dates upon which such funds shall be needed to 
be expended for the payment of Improvement Costs and Delivery Costs. Notwithstanding anything to the 
contrary contained in the Trust Agreement., investments purchased with funds on deposit in the Reserve Fund 
shall have an average aggregate weighted term to maturity of not greater than five years. 

Amendments Permitted 

With 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 modified or amended at any time, with notice to S&P, 
by a supplemental agreement or amendment thereto which will become effective when the written consents of 
Owners of a majority in aggregate principal amount of the Certificates then Outstanding, exclusive of 
Certificates disqualified as provided below, will be filed with the Trustee. No such modification or 
amendment will ( l) extend or have the effect of extending the fixed maturity of any Certificate or reducing the 
interest rate with respect thereto or extending the time of payment of interest or principal. or reducing the 
amount of principal thereof or reducing any premium payable upon the prepayment thereof, without the 
express consent of the Owner of such Certificate, or (2) reduce or have the effect of reducing the percentage of 
Certificates required for the affirmative vote or written consent to an amendment or modification of the Lease, 
or (3) modify any of the rights or obligations of the Trustee without its written assent thereto, or (4) amend the 
Section of the Trust Agreement pertaining to amendments without the prior written consent of the Owners of 
all Certificates then Outstanding. The Trustee will have the right to require such opinions of counsel as it 
deems necessary concerning (i) the lack of material adverse effect of the amendment on Owners and (ii) the 
amendment will not affect the tax status of interest on the Certificates. Any such supplemental agreement or 
amendment will become effective as provided in the Trust Agreement. 

Without 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 modified or amended at any time by a 
supplemental agreement or amendments thereto, with notice to S&P, without the consent of any such Owners, 
but only to the extent permitted by law and only: ( 1) to cure, correct or supplement any ambiguous or 
defective provision contained in the Trust Agreement or in the Lease or Site Lease which shall adversely affect 
the interests of the owners, or (2) in regard to matters arising under the Trust Agreement., the Lease or the Site 
Lease, as the parties thereto may deem necessary or desirable and which, in the opinion of the Lessor (which 
may be based upon opinions of counsel, shall not adversely affect the interest of the Owners, or ( 3) with regard 
to the Site Lease, the Trustee may consent to a partial release or a substitution of the site thereunder if there has 
been a partial prepayment of the Lease Payments pursuant to the Lease in accordance with the Lease, ( 4) to 
make such additions, deletions or modifications as may be necessary or appropriate to assure the exclusion 
from gross income for federal income tax purposes of the interest component of Lease Payments and the 
interest payable with respect to the Certificates, (5) to add to the rights of the Trustee, and (6) to maintain the 
rating or ratings assigned to the Certificates. 

No such modification or amendment, however, will modify any 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. 

Tax Covenants 

The District and the Corporation covenant with the holders of the Certificates that, notwithstanding 
any other provisions of the Trust Agreement, they will not take any action, or fail to take any action, if any 
such action or failure to take action would adversely affect the exclusion from gross income of interest on the 
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Certificates under Section 103 of the Code. The District and the Corporation will not, directly or indirectly, 
use or permit the use of proceeds of the Certificates, the Property, the Project, or any portion thereof, by any 
person other than a governmental unit (as such tennis used in Section 141 of the Code), in such manner or to 
such extent as would result in the loss of exclusion from gross income for federal income tax purposes of 
interest with respect to the Certificates. 

The District and the Corporation will not take any action, or fail to take any action, if any such action 
or failure to take action would cause the Certificates to be '"private activity bonds" within the meaning of 
Section 141 of the Code, and in furtherance thereof. will not make any use of the proceeds of the Certificates 
or the Property, or the Project, or any portion thereof, or any other funds of the District, that would cause the 
Certificates to be "private activity bonds" within the meaning of Section 141 of the Code. The District will 
establish reasonable procedures necessary to ensure continued compliance with Section 141 of the Code and 
the continued qualification of the Certificates as .. governmental bonds." 

The District and the Corporation will not, directly or indirectly, use or permit the use of any proceeds 
of any Certificates, or of the Property, 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 148 of the 
Code. To that end, the District and the Corporation will comply with all requirements of Section 148 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. 

Limitation of Liability 

Limited Liability of the District. Except for the payment of Lease Payments, Additional Payments, 
Reserve Replenishment Rent and Prepayments when due in accordance with the Lease and the performance of 
the other covenants and agreements of the Disuict contained in the Trust Agreement and in the Lease, the 
District will have no obligation or liability to any of the other parties or to the Owners with respect to the Trust 
Agreement or the terms, execution, delivery or transfer of the Certificates, or the distribution of Lease 
Payments to the Owners by the Trustee. 

No Liability of the District or Corporation for Trustee Performance. Except as expressly 
provided in the Trust Agreement, neither the Disuict nor the Corporation will have any obligation or liability 
to any other parties or to the Owners with respect to the performance by the Trustee of any duty imposed upon 
it under the Trust Agreement. 

Limited Liability of Trustee. The Trustee will have no obligation or responsibility for providing 
information to the Owners concerning the investment character of the Certificates. 

The Trustee makes no representations as to the validity or sufficiency of the Certificates, will incur no 
responsibility in respect thereof, other than in connection with the duties or obligations in the Trust Agreement 
or in the Certificates assigned to or imposed upon it. The Trustee will not be responsible for the sufficiency or 
enforceability of the Lease, Site Lease or Assignment Agreement. The Trustee will not be liable for the 
sufficiency or collection of any Lease Payments or other moneys required to be paid to it under the Lease 
(except as provided in the Trust Agreement), its right to receive moneys pursuant to said Lease, or the value of 
or title to the Property. 

The Trustee will have no obligation or liability to any of the other parties or the Owners with respect 
to the Trust Agreement or failure or refusal of any other party to perform any covenant or agreement made by 
any of them under the Trust Agreement or the Lease, but will be responsible solely for the performance of the 
duties and obligations expressly imposed upon it under the Trust Agreement. 
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The recitals of facts. covenants and agreements in the Trust Agreement and in the Certificates 
contained will be taken as statements, covenants and agreements of the District or the Corporation (as the case 
may be), and the Trustee assumes no responsibility for the correctness of the same. 

Events of DefauJt and Remedies 

Rights and Remedies Upon Default. If an Event of Default shall happen. then. and in each and 
every such case during the continuance of such Event of Default. the Trustee may exercise any and all 
remedies available pursuant to law or granted pursuant to the Lease; provided. however. that notwithstanding 
anything in the Trust Agreement or in the Lease to the contrary. THERE WILL BE NO RIGHT UNDER ANY 
CIR CUM STANCES TO ACCELERATE THE MATURJTIES OF THE CERTIFICATES OR OTHERWISE 
TO DECLARE ANY LEASE PAYMENTS NOT THEN IN DEFAULT TO BE IMMEDIATELY DUE AND 
PAYABLE. 

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 after payment of all amounts due and payable under the Trust Agreement 
and the Lease in the following order upon presentation of the several Certificates. and the stamping thereon of 
the payment if only partially paid, or upon the surrender thereof if fully paid: 

First, Costs and Expenses: to the payment of the costs, fees and expenses of the Trustee and 
then of the Owners in declaring such Event of Default and in performing its duties under the Trust 
Agreement. including reasonable compensation to its or their agents, attorneys and counsel; 

Second, Interest: to the payment to the persons entitled thereto of all installments of interest 
then due in the order of the maturity of such installment, and, if the amount available will not be 
sufficient 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, Principal: to the payment to the persons entitled thereto of the unpaid principal with 
respect to any Certificates which will have become due, whether at maturity or by call for prepayment, 
in the order of their due dates. with interest on the overdue principal and interest at a rate equal to the 
rate paid with respect to the Certificates and. if the amount available will not be sufficient to pay in 
full all the amounts due with respect to the Certificates on any date, together with such interest. then to 
the payment thereof ratably. according to the amounts of principal due on such date to the persons 
entitled thereto. without any discrimination or preference. 

Defeasance 

If and when any Outstanding Certificates will be paid and discharged in any one or more of the 
following ways: 

( l) Payment or Prepayment: by well and truly paying or causing to be paid the principal 
of and interest and prepayment premiums (if any) with respect to such Certificates Outstanding, as and 
when the same become due and payable and all Additional Payments have been made; 

(2) Cash: if prior 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 amount of cash which (together with cash then on deposit in the Lease Payment Fund and 
the Reserve Fund together with the interest to accrue thereon, in the event of payment or provision for 
payment of all Outstanding Certificates) is sufficient to pay such Certificates Outstanding, including 
all principal and interest and premium, if any and all Additional Payments have been made; or 
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(3) Government Obligations: by irrevocably depositing with the Trustee, in trust, 
Government Obligations together with cash, if required. in such amount as will, in the opinion of an 
independent certified public accountant, together with interest to accrue thereon (and, in the event of 
payment or provision for payment 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 Certificates (including all principal and interest represented thereby and 
prepayment premiums if any) at or before their matunty date and all Additional Payments; 

then, notwithstanding that 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 obligation of the Trustee to pay or cause to be paid. from Lease Payments paid by or on behalf of the 
District from funds deposited pursuant to paragraphs (2) and (3) above. to the Owners of the Certificates not so 
surrendered and paid all sums due with respect thereto, and in the event of deposits pursuant to paragraphs (2) 
and (3) above, the Certificates will continue to represent direct and proportionate interests of the Owners 
thereof in the Lease Payments under the Lease. 

Prior to any defeasance becoming effective under the Trust Agreement. the District shall cause to be 
delivered (i) an executed copy of a report. addressed to the Trustee and the District. in form and substance 
acceptable to the Trustee and the District. of a nationally recognized firm of certified public accountants, 
verifying that the Government Obligations and cash, if any. satisfy the requirements described above, (ii) a 
copy of the escrow deposit agreement entered into in connectton with such defeasance, and (iii) a copy of an 
Opinion of Counsel. dated the date of such defeasance and addressed to the Trustee, the District, in form and 
substance acceptable to the Trustee and the District. to the effect that such Certificates are no longer 
Outstanding under the Trust Agreement. 

Any funds held by the Trustee at the time of payment or provision for payment of all Outstanding 
Certificates pursuant to one of the procedures described above. which are not required for the payment to be 
made to Owners, will be paid over to the District. after the payment of any amounts due to the Trustee 
pursuant to the Trust Agreement, including amounts due and owing the Trustee and any other Additional 
Payments due under the Lease. 

Insurance Provisions 

Rights or Insurer. 

So long as the Insurer is not in default in its payment obligations under the Insurance Policy, the 
Insurer shall at all times be deemed the sole and exclusive Owner of the Outstanding Certificates for the 
purposes of all approvals. consents. waivers, institution of any action. and the direction of all remedies, 
including but not limited to approval of or consent to any amendment of or supplement to the Trust Agreement 
which requires the consent or approval of the Owners of a majonty of the aggregate principal evidenced by the 
Certificates then Outstanding pursuant to the Trust Agreement. 

To the extent that the Insurer makes payment of any interest or principal evidenced by a Certificate, it 
shall become the Owner of such portion of such Certificate and the nght to receive payment of such interest or 
principal and shall be fully subrogated to all of the Owner's rights thereunder in accordance with the terms of 
the Insurance Policy to the extent of such payment. including the Owner's rights to payment thereof. To 
evidence such subrogation (i) in the case of subrogation as to claims for past due interest. the Trustee shall note 
the Insurer's rights as subrogee on the registration books maintained by the Trustee upon receipt of proof from 
the Insurer as to payment of such interest to the Owner of the Certificate evidencing such interest, and (ii) in 
the case of subrogation as to claims for a past due principal, the Trustee shall note the Insurer's rights as 
subrogee on the registration books maintained by the Trustee upon surrender of the Certificate evidencing such 
principal by the Owner thereof to the Trustee. 
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In the event that the interest or principal evidenced by a Certificate shall be paid by the Insurer 
pursuant to the terms of the Insurance Policy, (i) such Certificate shall continue to be "outstanding" under the 
Trust Agreement, (ii) the pledge of the amounts on deposit in the funds and accounts established under the 
Trust Agreement and all covenants, agreements and other obligations of the District thereunder and under the 
Lease shall continue to exist, (iii) the Insurer shall be fully subrogated to all of the rights of such Owner, and 
(iv) neither the Trust Agreement nor the Lease shall be discharged unless and until all amounts due to the 
Insurer have been paid in full. 

If, as a result of the District's non-payment, when due, of all or a portion of a Lease Payment (other 
than a non- payment caused by an abatement of Lease Payments pursuant to the Lease), the Insurer has paid 
said Lease Payment on behalf of the District pursuant to the Insurance Policy, the first of Lease Payments 
thereafter received from the District under the Lease shall be paid to the Insurer, as the Owner of the 
Certificates ( or portions thereof) evidencing such delinquent Lease Payment in repayment of such payment by 
the Insurer until such payment is paid in full. If, as a result of the District's non- payment of all or a portion of 
a Lease Payment (which non- payment is caused by an abatement of Lease Payments pursuant to the Lease), 
the Insurer has paid said Lease Payment on behalf of the District pursuant to the Insurance Policy, the Insurer, 
as the Owner of the Certificates ( or portions thereof) representing such abated Lease Payment, shall be entitled 
to receive, during the extension of the tenn of the Lease provided for in the Lease, any amounts paid in respect 
of such abated and unpaid Lease Payment pursuant to the Lease. Any such payment by the District shall be 
applied first to the interest component of such delinquent Lease Payment due the Insurer and second to the 
principal component of such delinquent Lease Payment due the Insurer. 

If an event of default (within the meaning of the Lease) shall have occurred and be continuing, the 
Insurer may, regardless of whether a claim has been made under the Insurance Policy, at any time and at its 
sole option, pay to the Owners all or any portion of the interest or principal evidenced by the Certificates (at a 
price equal to I 00% of the principal evidenced by the Certificates so purchased) prior to the stated Payment 
Dates thereof; provided, however, that such payment by the Insurer shall not accelerate the District's 
obligation to make Lease Payments under the Lease. The Trustee shall accept such payments on behalf of the 
Owners and the Insurer's obligations under the Insurance Policy shall be discharged to the extent of such 
payments. 

The Insurer shall be notified (i) by the District in advance of the execution of any amendment of or 
supplement to this Trust Agreement and of any amendment to the Lease or the Site Lease in the event consent 
of the Owners is not required for such amendment or supplement, (ii) by the Trustee within two Insurance 
Business Days of the Trustee's having knowledge of the occurrence of any event of default (within the 
meaning of the Lease), and (iii) by the Trustee of any prepayment of Certificates (including the principal 
evidenced by, and the CUSIP nwnbers of, such Certificates to be prepaid) at the same time that the Owners of 
the Certificates to be prepaid are notified. In addition, all notices, reports, certificates and opinions (i) to be 
delivered to or by the Trustee or to the Owners or available at the request of the Owners pursuant to this Trust 
Agreement, or (ii) to be delivered by the District pursuant to the Lease or the Assignment Agreement shall also 
be delivered to the Insurer. 

The Trustee shall also notify the Insurer (i) immediately, upon the withdrawal of amounts on deposit 
in the Reserve Fund, other than amounts comprising investment earnings thereon which may be withdrawn in 
accordance with the terms of the Trust Agreement, upon a claim being made under any Reserve Facility or 
upon the detennination that a deficiency in the Reserve Fund exists as a result of fluctuations in the market 
value of investments held therein, and (ii) immediately upon the resignation or removal of the Trustee, or the 
appointment of a successor Trustee. 

Payments Under the Insurance Policy. 

If, on the third Insurance Business Day prior to a Payment Date, mandatory sinking account payment 
date or Certificate Payment Date, the Trustee detennines that there will be insufficient funds in the funds and 
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accounts established hereunder available to pay the interest or principal evidenced by the Certificates on such 
Payment Date, mandatory sinking account payment date or Certificate Payment Date, the Trustee shall give 
notice to the Insurer and to the Insurer's Fiscal Agent (if any) by telephone or telecopy of the amount of such 
deficiency by 12:00 (noon) on such Insurance Business Day. If. on the second Insurance Business Day prior to 
such Payment Date, mandatory sinking account payment date or Interest Payment Date, there continues to be 
a deficiency in the amount available to pay the interest or principal evidenced by the Certificates due on such 
Payment Date, mandatory sinking account payment date or Certificate Payment Date, the Trustee shall make a 
claim under the Insurance Policy and give notice to the Insurer and the Insurer's Fiscal Agent (if any) by 
telephone of the amount of such deficiency, and the allocation of such deficiency among the amount required 
to pay the interest or principal evidenced by the Certificates, confirmed in writing to the Insurer and the 
Insurer's Fiscal Agent (if any) by 12:00 (noon) on such second Insurance Business Day. 

The Trustee shall establish and maintain a separate special purpose trust account for the benefit of 
Owners of the Certificates known as the Policy Payments Account over which the Trustee shall have exclusive 
control and sole right of withdrawal. The Trustee shall deposit any amount paid under the Insurance Policy in 
the Policy Payments Account and distribute such amount only for purposes of making the payments for which 
a claim was made. Such amounts shall be received by the Trustee in trust for the Owners. Such amounts shall 
be disbursed by the Trustee to Owners in the same manner as payments of interest and principal evidenced by 
the Certificates are to be made under the provisions hereof. It shall not be necessary for such payments to be 
made by checks or wire transfers separate from the check or wire transfer used to make payments of interest 
and principal with other funds available to make such payments. However. the amount of any payments of 
interest and principal evidenced by the Certificates to be paid from the Policy Payments Account shall be noted 
as provided in this Section. Funds held in the Policy Payments Account shall not be invested by the Trustee. 

In the event the Certificates are subject to mandatory sinking account payment, upon receipt of the 
moneys due, affected Certificate Owners shall surrender their Certificates to the Trustee who shall authenticate 
and deliver to each such Owner a new Certificate or Certificates evidencing principal in an aggregate amount 
equal to the unprepaid portion of the Certificate surrendered, and upon the stated Payment Date or 
advancement thereof and receipt of the moneys due, Certificate Owners shall surrender their Certificates for 
cancellation. The Trustee shall designate any portion of principal evidenced by Certificates paid by the Insurer, 
whether by virtue of mandatory sinking account payment, the stated Payment Date or the Insurer's election to 
pay said amounts prior to the stated Payment Date, on its books as a reduction in the principal evidenced by 
Certificates registered to the then current Owners, whether OTC or its nominee or otherwise. and shall issue a 
replacement Certificate to the Insurer, registered in the name of Financial Security Assurance Inc., evidencing 
principal in an amount equal to the principal so paid (without regard to Authorized Denominations); provided, 
however, that the Trustee's failure to so designate any payment or issue any replacement Certificate shall have 
no effect on the amount of principal or interest evidenced by any Certificate payable by the District or on the 
subrogation rights of the Insurer. 

Any funds received by the Trustee as a result of any claim under the Insurance Policy shall be applied 
by the Trustee, together with the funds, if any, to be withdrawn from the Interest Fund, Principal Fund and 
Reserve Fund, directly to the payment in full of the interest and principal evidenced by the Certificates then 
due (including Certificates held for the Trustee's own account). Funds received by the Trustee as a result of 
any claim under the Insurance Policy shall be deposited by the Trustee in the Policy Payments Account and 
used solely for payment to the Owners of Certificates and may not be applied to satisfy any costs. expenses or 
liabilities of the Trustee. Any funds remaining in the Policy Payments Account following a Payment Date, 
mandatory sinking account payment date or Certificate Payment Date shall promptly be remitted to the Insurer, 
except for funds held for the payment of principal or interest evidenced by Certificates for which the stated 
Payment Date or date of prepayment has occurred but which have not been surrendered for payment. 

The Trustee shall keep a complete and accurate record of all funds deposited by the Insurer into the 
Policy Payments Account and the allocation of such funds to payment of interest and principal evidenced by 
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any Certificate. The Insurer shall have the right to inspect such records at reasonable times upon one Business 
Day's prior notice to the Trustee. 

Subject to and conditioned upon payment of any interest or principal evidenced by the Certificates by 
or on behalf of the Insurer, each Owner, by its purchase of Certificates, hereby assigns to the Insurer, but only 
to the extent of all payments made by the Insurer, all rights to the payment of interest or principal evidenced by 
the Certificates, including, without limitation, any amounts due to the Owners in respect of securities law 
violations arising from the offer and sale of the Certificates. which are then due for payment. The Insurer may 
exercise any option, vote. right. power or the like with respect to Certificates to the extent it has made a 
payment of principal evidenced by Certificates pursuant to the Insurance Policy. The foregoing assignment is 
in addition to, and not in limitation of, rights of subrogation otherwise available to the Insurer in respect of 
such payments. The Trustee shall take such action and deliver such instruments as may be reasonably 
requested or required by the Insurer to effectuate the purpose or provisions of this subsection. 

The Insurer shall have the right to advance any payment required to be made by the District in order to 
prevent an event of default under this Trust Agreement and the Trustee shall be required to accept such 
advance. The District shall, upon demand, reimburse the Insurer for any such advance. 

The rights granted under this Trust Agreement. the Lease or the Site Lease to the Insurer to request, 
consent to or direct any action are rights granted to the Insurer in consideration of its issuance of the Insurance 
Policy. Any exercise by the Insurer of such rights is merely an exercise of the Insurer's contractual rights and 
shall not be construed or deemed to be taken for the benefit of or on behalf of the Owners, nor does such action 
evidence any position of the Insurer. positive or negative, as to whether Owner consent is required in addition 
to consent of the Insurer. 

The Insurer shall be entitled to pay principal or interest evidenced by the Certificates that shall 
become Due for Payment but shall be unpaid by reason of Nonpayment by the District (as such terms are 
defined in the Insurance Policy) thereof in accordance with the Trust Agreement, whether or not the Insurer 
has received a Notice (as defined in the Insurance Policy) of Nonpayment or a claim upon the Insurance 
Policy. 

THE ASSIGNMENT AGREEMENT 

The Assignment Agreement provides for the transfer, assignment and setting over by the Corporation 
to the Trustee, for the benefit of the 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 a Lease after a default), including, without limitation, (I) the right to receive and 
collect all of 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 maintained 
pursuant to the Lease, or any condemnation award rendered with respect to the Property or any lease of the 
Property in the event of a default 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 Payment Fund. the Prepayment Fund, the Reserve Fund, the Net Proceeds Fund or any other fund 
established under the Trust 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 benefit of the Owners of the Certificates, subject to the provisions of 
the Trust Agreement. 
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THE SITE LEASE 

Pursuant to the Site Lease. the District. as lessor. leases to the Corporation. as lessee. all of its right. 
title and interest in the Property. The term of the Site Lease will commence as of the date of the Lease and 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 fee title will remain in the District. 
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APPENDIX B 

THE ECONOMY OF THE DISTRICT 

The Certificates are not obligations of the Cities of Aliso Viejo ("Aliso Viejo "), Dana Point ("Dana 
Point''), Laguna Beach ("Laguna Beach''), Laguna Hills ("Laguna Hills"). Laguna Niguel ("Laguna 
Niguel"), Mission Viejo ("Mission Viejo"), Rancho Santa Margarita ("Rancho Santa Margarita"), San 
Clemente ("San Clemente") or San Juan Capistrano ("San Juan Capistrano") or the Coun(v of Orange (the 
"County") and do not represent a lien or charge against any fands or property of Aliso Viejo. Dana Point, 
Laguna Niguel. Mission Viejo. Rancho Santa Margarita. San Clemente. San Juan Capistrano or the County. 
The following information is proi·ided only to give prospectii·e im·estors an overview of the general economic 
condition of the Capistrano Unified School District (the "District") and tht' County. 

General 

The District is located in the southern part of the County. 50 miles south of downtown Los Angles and 
23 miles south of Santa Ana. The School District is 60 miles south of Los Angeles International Airport and 
21 miles south of the Orange County Airport. The Distnct encompasses all of San Juan Capistrano, San 
Clemente. Dana Point: nearly all of Laguna Niguel; a large portion of Mission Viejo; a portion of the City of 
Rancho Santa Margarita, small portions of the cities of Laguna Beach and Laguna Hills; and adjacent 
unincorporated areas of southern Orange County. 

Population 

The table below shows the recent population of the cities which represent the largest portion of 
territory in the School District. The population of San Clemente in 200 I was 52,500, approximately l. 7% of 
the population of the County. San Clemente's population increased by 25% between 1991 to 2001. The 
population of Dana Point in 2001 was 35,800, approximately 1.2% of the population of the County. Dana 
Point's population increased by 10% between 1991 to 200 I. The population of San Juan Capistrano in 2001 
was 34,600 approximately I. I% of the population of the County. San Juan Capistrano's population increased 
by 29% between 1991 to 2001. The population of Laguna Niguel m 2001 was 63,200, approximately 2.1% of 
the population of the County. The population of Laguna Niguel's population increased by 32% from 1991 to 
2001. The population of Mission Viejo in 2001 was 96,600. approximately 3.3% of the population of the 
County. Mission Yiejo's population increased by 31.6% between 1991 to 2001. 

B-1 



POPULATION GROWTH, 1990-2000 
Cities within the Capistrano Unified School District 

City of City of City of San Juan City of City of 
Year San Clemente Dana Point Capistrano Laguna Niguel Mission Viejo 

1991 42,000 32.400 26,700 47,850 73,400 
1992 42,850 32,900 27,250 50,100 74,800 
1993 43,800 33,650 27,650 52.500 83,400 
1994 44,550 34.450 28,000 53,900 85,200 
1995 45,950 35,700 28,650 54,800 88,300 
1996 46,750 36,100 29.000 55.700 90,100 
1997 47,650 36,850 29,850 56,700 92,600 
1998 48,450 37,050 31.200 58,100 95,100 
1999 49,500 37,500 32,250 59,500 96,800 
2000 50,100 35,200 34,100 61,900 93,100 
2001 52,500 35,800 34,600 63,200 96,600 

Note: Years 1991 through 1999 population estimates were calculated with 1990 U.S. Census data and Years 2000 and 2001 
population estimates were calculated with 2000 U.S. Census data. 

Source: California State Department of Finance, Historical City/County Population Estimates 1991-2000. with 1990 Census 
Counts and E-1 City County Population and Housing Estimates. 2000 and 2001. 

The table below shows the population of the County from 1991 to 2001. The population of the 
County in 2000 was 2,925,700. The County's population increased by 19.7% between 1991-2001, 
representing an average compound growth rate of 2.05%. 

POPULATION GROWTH 
1990-2000 

Orange County 

County of Orange 
Annual 

Year Population % Change 

1991 2,443,500 1.4% 
1992 2,488,500 1.8% 
1993 2,533,100 1.7% 
1994 2,569,000 1.4% 
1995 2,597,200 1.1% 
1996 2,632,300 1.4% 
1997 2,677.300 1.7% 
1998 2,734,500 2.1% 
1999 2,788,800 2.0% 
2000 2,867,700 2.8% 
2001 2,925,700 2.0% 

Note: Years 1991 through 1999 population estimates were calculated with 1990 U.S. Census data and Years 2000 and 2001 
population estimates were calculated with 2000 U.S. Census data. 

Source: California State Department of Finance, Historical City/County Population Estimates 1991-2000, with 1990 Census 
Counts and E-1 City County Population and Housing Estimates, 2000 and 200/. 
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Employment 

The following table summarizes wage and salary employment in the County from 1996 to 2000. The 
total wage and salary employment in the County increased by 17.4% between 1996 and 2000. Services, 
manufacturing, and retail trade are the largest employment sectors in the County. 

Orange County Primary PMSA 
Annual Average Industry Employment11) 

Industry 1996 1997 1998 1999 2000 

Agriculture 6,700 6.900 6,600 7.000 7,900 
Mining 900 900 900 700 600 
Construction 52,500 58,100 65,500 73,800 79,700 
Manufacturing 211.200 222.400 231,700 229.400 231,000 
Transportation & Public Utilities 42,800 44.400 46,300 48,600 51,600 
Wholesale Trade 89,600 93.800 98.300 99,900 101,000 
Retail Trade 209, l 00 216.000 224,200 231,600 238.800 
Finance, Insurance & Real Estate 86.900 92,900 100,400 I 04.200 105.200 
Services 361,700 372,700 395,600 415,900 436,300 
Government 129,700 132 700 136 400 141 10 146,600 

Total. All Industries 1,191,100 1,240,800 1.305,800 1,352,100 1.398,600 

The "Total, All Industries" data is not directly comparable to the employment data found herein. Note: 
(ll Employment is reported by place of work: it does not include persons involved in labor-management disputes. Figures 

are rounded to the nearest hundred. Columns may not add to totals due to rounding. 

Source: State of California. Employment Development Department, Orange PMSA Annual Average Labor Force and Industry 
Employment, March 2000 Benchmark. 

The following table summarizes civilian labor force, employment, and unemployment in the Dana 
Point, Laguna Niguel. Mission Viejo. San Clemente, San Juan Capistrano, the County, the State and the United 
States of America from 1996 to 2000. 
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1996 

1997 

1998 

1999 

2000 

ii) 

12) 

(3) 

(4) 

(5) 

CIVILIAN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT 
Cities of Dana Point, Laguna Niguel, Mission Viejo, San Clemente and San Juan Capistrano, County of 

Orange, State of California and United States of America 
Annual Averages, 1996-2000 

Civilian Labor Civilian Civilian Civilian Unemployment 
Year and Area Force Employment«n Unemploymentt2l Rate13) 

Dana Point 18,750 18.140 610 3.3% 
Laguna Niguel 26,160 25.530 630 2.4% 
Mission Viejo 40,140 39,150 990 2.5% 
San Clemente 22,720 22,()()() 720 3.2% 
San Juan Capistrano 13,660 13,230 430 3.1% 
Orange County 1.340.200 1,285,200 55,000 4.1% 
California 15.511.600 14,391,500 1,120,100 7.2% 
United States 133,943,000 126, 700,()()() 7,236,()()() 5.4% 

Dana Point 19.410 18,910 500 2.6% 
Laguna Niguel 27,140 26,620 520 1.9% 
Mission Viejo 41,640 40,820 820 2.0% 
San Clemente 23,50 22,930 590 2.5% 
San Juan Capistrano 14,150 13.800 350 2.5% 
Orange County ),385,000 1,339,900 45,200 3.2% 
California 15,947,300 14,942.500 1,004,700 6.3% 
United Statesl'l 136.297,000 129,558.000 6.739,000 4.9% 

Dana Point 20,130 19,670 460 2.3% 
Laguna Niguel 28.170 27,690 480 1.7% 
Mission Viejo 43.210 42,460 750 1.7% 
San Clemente 24.390 23,850 540 2.2% 
San Juan Capistrano 14,670 14,350 320 2.2% 
Orange County 1.435,100 1,393,700 41,400 2.9% 
California 16,336.500 15,367,500 969,000 5.9% 
United Statesl4 l 137,637.400 131,463,000 6.210,000 4.5% 

Dana Point 20,650 20,220 430 2.1% 
Laguna Niguel 28,920 28.470 450 1.6% 
Mission Viejo 44,360 43,650 710 1.6% 
San Clemente 25.030 24,520 510 2.0"/o 
San Juan Capistrano 15,050 14,750 300 2.0"/o 
Orange County 1.471.700 1,432. 700 39,400 2.5% 
California 16.596,500 15,731, 700 864,800 5.2% 
United States14 , 139,368,000 135,208,000 5,655,000 4.2% 

Dana Point 21.240 20,810 430 2.0% 
Laguna Niguel 29,740 29.300 440 1.5% 
Mission Viejo 45,610 44,920 690 1.5% 

San Clemente 25,740 25,240 500 2.0"/o 
San Juan Capistrano 15,480 15.180 300 1.9% 

Orange County 1,513,000 1,474,600 38,400 2.5% 

California 17.090.800 16,245,600 845,200 4.9% 
United States(Sl 140,863,000 135,208,000 5,655,000 4.0"/o 

Includes persons involved in labor-management trade disputes. 
Includes all persons without jobs who are actively seeking work. 
The unemployment rate is computed from unrounded data; therefore. it may differ from rates computed from rounded figures in this 
table. 
Not strictly comparable with data for prior years. 
Beginning in January 2000. data are not strictly comparable with data for 1999 and earlier years because of the revisions in the 
population controls used in the household survey. 

Source: California Employment Development Department, based on March 2000 benchmark and U.S. Department of Labor. Bureau of 
Labor Statistics. 
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Major Employers 

The largest private sector employers as of December 3, 200 I in the vicinity of the County are as 
follows: 

LARGEST PRIVATE SECTOR EMPLOYERS!1
> 

County of Orange 

Name Type of Business or Entity 

Walt Disney Co. entertainment 
University of California, Irvine higher education and health 

care 
Boeing Co. aerospace and communications 
Albertson's Inc. grocery retailer 
St. Joseph Health System health care 
Tenet Healthcare Corp. health care 
SBC Communications Inc. telecommunications 
Target Corp. retailer 
Bank of America Corp. banking 
The Kroger Co. grocery retailer 
Marriott International Inc. hotels. resorts and senior 

living communities 
Home Depot Inc. retailer 
PacificCare Health Systems Inc. health care 
Flour Corp. engineering and construction 
Memorial Health Services health care 
Edison International utilities and investments 
California State University, Fullerton higher education 
Ingram Micro Inc. distributor 
Hoag Memorial Hospital Presbyterian hospital and health care 
Kaiser Pennanente health care 
Safeway Inc. grocery retailer 
St. John Knits International Inc. apparel 
Automobile Club of Southern California information systems. insurance 

and automotive assistance 
Wal-Mart Stores Inc. retailer 
Cedar Fair LP entertainment 

Number Employed 

21,275 
14,981 

11,179 
9,500 
9,435 
8,389 
7,100 
4,878 
4,813 
4,684 
4,574 

4,485 
4,387 
4,083 
3,718 
3,701 
3,600 
3,500 
3,350 
3,319 
3,089 
3,038 
3,035 

3,000 
2,950 

<
1 

• Excludes public sector employment such as the federal government, the County. local cities, school districts and water 
districts and other governmental agencies. 

Source: Orange County Business Journal - 2002 Book of Lists. 
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Construction Activity 

The following table shows a five-year history of construction act1v1ty in Orange County. The 
valuation of construction activity in the County has risen steadily since 1996. 

BUILDING PERMIT ACTl\1TY 
County of Orange 

1996--2000 

1996 1997 1998 1999 2000< 1
) 

Valuation ($000): 
Residential $1,528.837 $2.007,083 $1.864.087 $2,262.491 $2.218.781 

Non-residential 760.810 1.079.688 1.529.693 1,614.428 1.754.413 
Total All Building121 $2,289,647 $3,086,771 $3.393,781 $3,876,919 $3.973, 194 

Dwelling Units: 
Single family 7,070 8,219 7.366 7,686 6,832 

Multiple family 3.137 4,032 2,735 4,662 5,640 

Total 10,207 12.251 IO.IOI 12.348 12.472 

11
) Data for missing months are estimated. 

12
) "Total all Building" is the sum of Residential and Nonresidential Building Permit Valuations. Individual totals may not add 

to sum because of independent rounding. 
Source: Construction Industry Research Board. 

The following table sets forth the level of construction activity in cities within the School District as 
measured by building permit valuations. The valuation of construction activity in the cities has fluctuated 
between 1996 and 2000. 

Year 

1996 
1997 
1998 
1999 
2000 

BUILDING PERMIT ACTl\1TY 
Cities within Capistrano Unified School District 

1996--2000 
(In thousands) 

Total Residential and Nonresidential Building Permit Valuations 

City of City of City of City of 
San Clemente Dana Point San Juan Capistrano Laguna Niguel 

S 49,808 s 19,953 $ 60.179 $ 40,571 
49,635 16,122 110.914 83.451 
79,272 17,924 60.189 48.307 

166,922 81,018 44,798 64.823 
319,127 112.417 44.488 51.455 

Source: Construction Industry Research Board and the City of Mission VicJo. 
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The following table sets forth the level of construction activity in cities within the School District as 
measured by residential units. 

Year 

1996 
1997 
1998 
1999 
2000 

BUILDING PERMIT ACTIVITI' 
Cities within Capistrano Unified School District 

1996-2000 

Number of New Single and Multi-Famil)' Dwelling Units 

City of City of City of City of 
San Clemente Dana Point San Juan Capistrano Laguna Niguel 

142 51 301 230 
125 44 313 357 
203 32 127 167 
491 182 56 214 

1.01 I 116 47 110 

Source: Construction Indus") Research Board. and the City of Mission V1eJO 

City of 
Mission Viejo 

696 
894 
456 
934 
416 

The following table represents the median and average values for new homes sold in the County for 
the last five years: 

Median Values 
Median Price 
Living Area per 
Square Feet 
Price per 
Square Feet 

Average Values 
Average Price 
Living Area per 
Square Feet 
Price per 
Square Feet 

(IJ Not adjusted for inflation. 

1996 

$238,000 
2,020 

$117.82 

$271.300 
2.175 

$124.74 

Source: Construction Industry Research Board. 

Effective Bu:ying Income 

NEW HOMES SOLDn 1 

County of Orange 

1997 

$249,700 
2,070 

$120.63 

$301.800 
2,275 

$132.66 

1998 

$335.600 
2.470 

$135.87 

$376.100 
2.535 

$148.36 

1999 

$347,300 
2,285 

$151.99 

$410,500 
2,415 

$169.98 

2000 

$396,600 
2,345 

$16.13 

$455,450 
2,495 

$182.53 

"Effective Buying Income" is defined as personal income less personal tax and nontax payments, a 
number often referred to as "disposable" or "after-tax" income. Personal income is the aggregate of wages and 
salaries, other than labor-related income (such as employer contributions to private pension funds), proprietor's 
income, rental income (which includes imputed rental income of owner-occupants of non-farm dwellings), 
dividends paid by corporations. interest income from all sources and transfer payments (such as pensions and 
welfare assistance). Deducted from this total are personal taxes (federal. state and local, nontax payments, 
fines, fees, penalties, etc.) and personal contributions to social insurance. According to U.S. government 
definitions, the resultant figure is commonly known as "disposable personal income." 
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The following table summarizes the Total Effective Buying Income for three largest cities in the 
District: Laguna Niguel, Mission Viejo and San Clemente and along with the County and the State for the 
period 1996 through 2000. 

TOT AL EFFECTIVE BUYING INCOME 
Laguna Niguel, Mission Viejo, San Clemente, Orange County and California 

Effective Buying Income0
> 

Per Capita Median Household Percent of 
Total Effective Effective Buying Effective Buying Households over 

Buying lncome(Z> Income Income $50.000 

1996 
Laguna Niguel $ 1.517.077 $ 23,816 $ 54,857 56.2% 
Mission Viejo 2.062,791 20,323 54,774 57.5 
San Clemente 978,764 20,139 43,317 41.3 
Orange County 44,978,643 16,937 42,747 40.0 
California 492,5 16, 991 15,068 35,216 31.7 

1997 
Laguna Niguel $ 1,332,500 $ 24,907 $ 57,332 58.6% 
Mission Viejo 1,893,025 21.222 57,279 60.5 
San Clemente 984,745 21.042 45,153 43.8 
Orange County 48,027, 189 17,767 42,715 40.3 
California 524,439,600 15.797 36,483 33.5 

1998 
Laguna Niguel $ 1,429,549 $ 25,573 $ 58,658 13.9% 
Mission Viejo 1,989,675 21,817 58,168 61.7 
San Clemente 1,055,154 21.622 46,020 44.9 
Orange County 50,605,637 18,290 45,176 43.4 
California 551,999,317 16,299 37,091 34.6 

1999 
Laguna Niguel $ 1.815,148 $ 30,661 $ 65,645 67.2% 
Mission Viejo 2,344,167 24,266 62,967 66.3 
San Clemente 1,191,745 23,646 5),685 52.4 
Orange County 55,179,528 19,614 48,773 48.7 
California 590,3 76,663 17,245 39,492 38.3 

2000 
Laguna Niguel $ 2.006,181 $ 34, l 77 71,443 72.1% 
Mission Viejo 2,750,646 27,644 72,426 74.0 
San Clemente 1.303,000 25,700 59,384 59.7 
Orange County 62.330,828 21.650 58,262 55.1 
California 652.190,282 19,081 44,464 44.3 

(!) Not comparable with prior years. Effective Buying Income is now based on money income (which does not take into 

12) 
account sale of propeny, taxes and social security paid. receipt offood stamps, etc.) versus personal income. 
Dollars in thousands. 

Source: "Survey of Buying Power," Sales & Marketing Management Magazine, dated 1997, 1998, 1999, 2000 and 2001. 
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Taxable Sales 

Taxable sales in the County are shown below. Taxable sales in the County increased by 26.8% 
between 1996 and 2000. The largest taxable sales sectors in the County are other retail stores. auto dealers and 
supplies, and general merchandise. 

Apparel 
General Merchandise 
Drug Stores 
Specialty Stores 
Food Stores 
Packaged Liquor 
Eating and Drinking Places 
Home Furnishings & Appliances 
Building Materials and Farm Implements 
Automotive 
Other Retail Stores 
Total Retail Stores 

All Other Outlets 

Total All Outlets 

TAXABLE SALES 
Orange County 

1996-2000 
(In Thousands) 

Taxable Sales (~000) 

1996 1997 1998 

$ 1,284,769 s 1,346,631 s 1.361,4 70 
2.835,227 2.994,257 3,650.906 

391,198 407,701 
4.122.837 

1.237,789 1.322,157 1,359.193 
146,706 145,285 

2,616,560 2,790,135 2.990,871 
1,070,614 1,081,546 1.206.212 
1.303,862 1.494,617 1.581.890 
4.758,176 5.183.112 5.532,584 
3 80~ 89Q 4 217,882 650 144 

19,450,797 20.983,323 22.456, I 07 

13,082,409 13,938,034 12.314,001 

$ 32,533,206 S 34,921,357 $ 37,108,350 

1999 2000 

s 1.211.410 s 1.364.366 
4.067,855 4.334,887 

4,609,085 5,119.964 
1.436,680 1.509.744 

2.482.892 3.535.316 
1.358.467 1,486.155 
1.842.935 1,538,714 
6,324,273 7,378,529 

690 742 742314 
24,788,574 27,484,989 

13,136,053 13,852,012 

S 40,366,090 S 44,462,460 

Note: Changes in the format between 1996 and 1997: Drug stores have been merged with general merchandise stores and 
packaged liquor stores and service stations have been merged with other retail stores. There have been a number of 
cities and counties for which sales figures for drug stores and packaged liquor stores could not be shown in the past, 
since their publication would resulted in disclosing confidential information. The recent trend towards mergers of drug 
stores chains is likely to make the disclosure problem even more pronounced. The number of packaged liquor stores 
and their share of total alcoholic beverage sales has been declining for quite some time, making data for this type of 
business less meaningful than in the past. 

Source: California Board of Equalization. 
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The following table shows total taxable sales in the five cities within the vicinity of the School District 
over a five-year period from 1996 to 2000. Taxable sales in each city have increased over the five-year period. 

TOT ALT AXABLE SALES 
Cities within Capistrano Unified School District 

1996-2000 
(in thousands) 

City of City of City of City of City of 
Year San Clemente Dana Point San Juan Capistrano Laguna Niguel Mission Viejo 

1995 $ 256,976 $ 195,271 $ 286,037 $ 368.954 $ 751.051 
1996 276,503 215,513 318,946 412,385 801,497 
1997 291,514 235,748 364,317 445.527 853.283 
1998 307,536 256,932 434,206 502,995 908,679 
1999 355,020 285,984 506,742 603,807 1,012,282 
2000 398, 783 310,077 548,009 672,566 1,183,745 

Source: California Board of Equalization. 
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APPENDIX C 

PROPOSED FORM OF OPINION OF SPECIAL COUNSEL 

Board of Trustees 
Capistrano Unified School District 
San Juan Capistrano, California 

Board of Directors 

____ ,2002 

Capistrano Unified School District School Facilities Corporation 
San Juan Capistrano, California 

$31,950,000 
CAPISTRANO UNIFIED SCHOOL DISTRICT 

Certificates of Participation 
Series 2002 

Honorable Members of the Board of Trustees: 

We have examined a certified copy of the record of the proceedings relative to the execution and 
delivery of $31,950,000 aggregate principal amount of the Capistrano Unified School District, Certificates of 
Participation, Series 2002 (the "Certificates") dated as of the date of delivery of the Certificates to the initial 
purchaser thereof. evidencing the interests of the registered owners thereof in the right to receive certain Lease 
Payments (as that term is defined in the Trust Agreement hereinafter mentioned) under and pursuant to that 
certain Lease/Purchase Agreement dated as of April I, 2002 (the "Lease"), by and between the Capistrano 
Unified School District (the "District") and the Capistrano Unified School District School Facilities 
Corporation, a nonprofit public benefit 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, N.A., as trustee (the "Trustee"), pursuant to the 
Trust Agreement dated as of April l, 2002 (the "Trust Agreement"), by and among the District. the 
Corporation and the Trustee. which Certificates have been executed by the Trustee pursuant to the terms of the 
Trust Agreement. Capitalized terms used herein and not defined shall have the meanings given to them in the 
Trust 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 without undertaking to certify the same by independent 
investigation. 

Based upon the foregoing and in reliance thereon. we are of the opinion that: 

I. 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 force, and the Lease and the 
Trust Agreement have been duly authorized, executed and delivered by the District and, assuming due 
authorization, execution and delivery by the Trustee and the Corporation as appropriate, are valid and binding 
obligations of the District, enforceable against the District in accordance with their respective terms. The 
Certificates, assuming due execution and delivery by the Trustee, are entitled to the benefits of the Trust 
Agreement. The obligation of the District to make the Lease Payments under the Lease does 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, does not violate any statutory debt limitation, and does 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. 
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2. Under existing statutes, regulations, rulings and judicial decisions, 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; 
however, it should be noted that, with respect to corporations, interest with respect to the Certificates may be 
included as an adjustment in the calculation of alternative minimum taxable income, which may affect the 
alternative minimum tax liability of corporations. 

3. Interest with respect to the Certificates is exempt from State of California personal income 
tax. 

4. The amount by which a Certificate Owner's onginal basis for determining loss on sale or 
exchange in the applicable Certificate (generally, the purchase pnce) exceeds the amount payable on maturity 
(or on an earlier call date) constitutes amortizable Certificate premium. which must be amortized under 
Section 171 of the Code; such arnortizable Certificate premium reduces the Certificate Owner's basis in the 
applicable Certificate (and the amount of tax-exempt interest received), and is not deductible for federal 
income tax purposes. The basis reduction as a result of the amortization of Certificate premium may result in a 
Certificate Owner realizing a taxable gain when a Certificate is sold by the owner for an amount equal to or 
less (under certain circumstances) than the original cost of the Certificate to the owner. Purchasers of the 
Certificates should consult their own tax advisors as to the treatment. computation and collateral consequences 
of amortizable Certificate premium. 

The opinions expressed herein may be affected by actions taken (or not taken) or events occurring (or 
not occurring) after 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 exclusion from gross income of interest 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 Certificates. 

The opinions expressed herein as to the exclusion from gross income of interest with respect to the 
Certificates are based upon certain representations of fact and certifications made by the District and others 
and are 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 satisfied subsequent to the execution and delivery of the 
Certificates to assure that such interest with respect to the Certificates will not become includable in gross 
income for federal income tax purposes. 

Failure to comply with such requirements of the Code might cause interest with respect to the 
Certificates to be included in gross income for federal income tax purposes retroactive to the date of execution 
and delivery of the Certificates. The District has covenanted to comply with all such requirements. 

We have not made or undertaken to make an investigation of the state of title to any of the real 
property described in the Lease or the Site Lease or of the accuracy or sufficiency of the description of such 
property contained therein, and we express no opinion with respect to such matters. 

With respect to the opinions expressed herein, the rights and obligations under the Certificates, the 
Lease and the Trust Agreement are subject to bankruptcy, insolvency. fraudulent conveyance or transfer, 
moratorium and other laws affecting the enforcement of creditors' rights, to the application of equitable 
principles if equitable remedies are sought, to the exercise of judicial discretion in appropriate cases and to the 
limitations on legal remedies against public agencies in the State of California. 

Respectfully submitted, 

C-2 



APPENDIX D 

EXCERPTS FROM JUNE 30, 2001 AUDIT REPORT OF DISTRICT 

D-1 



CAf'ISIRt\NO UNHD SCHOOL DISTRICT 

ORANGE COUNTY 
SAN JUAN CAPISTRANO. CALIFORNIA 

ANNUAL RNANCIAL STATEMENTS 
WITH REPORT OF INDEPENDENT 
CERTIFIED PUBUC ACCOUNT ANT 

JUNE 30, 2001 

·: BOCETA, MACON, WORKMAN & AsSOCIATES 

CElmflED PUBUC ACCOlJNL\1oll5 



CAP1STRANO UNIRED SCHOOL DlsmcT 
TA,Bl,E Of CONTENTS 

JUNE 30. 200 I 

INTRODUCTORY SECTION 

TABLE OF CONTENTS 

OBJECTIVES OF THE ANNUAL AUDIT 

FINANCIAL SECTION 

INDEPENDENT AUDITOR'S REPORT ON ANANOAL 
ST A TEMENTS AND SUPPLEMENT ARY SCHEDULE OF 
EXPENDITURES OF FEDERAL AWARDS 

COMBINED FINANOAL ST A TEMENTS 

Combined Balance Sheet· All Fund Types 
and Account Group 

Combined Statement of Revenues, Expenditures 
and Changes in Fund Balances · All Governmental 
Fund Types and Fiduciary Fund Types 

Combined Statement of Revenues, Expenditures 
and Changes in Fund Balances· Budget and 
Actual · All Governmental Fund Types 

Combined Statement of Revenues. Expenses and Changes in 
Retained Earnings · Proprietary Fund Types · 
Internal Service Funds 

Combined Statement of Cash Flows· Proprietary Fund 
Types • Internal Service Funds 

NOTES TO FINANOAL ST A TEMENTS 

COMBINING FINANOAl ST A TEMENTS 

Special Revenue Funds 
Combining Balance Sheet 
Combining Statement of Revenues. Expenditures and 

Changes in Fund Balances 
Combining Statement of Revenues, Expenditures and 

Changes in Fund Balances · Budget and Actual 

iv 

Exhibit A 3 

Exhibit B 5 

Exhibit C 7 

Exhibit D 11 

Exhibit E 12 

14 

Statement I 41 

Statement J 4J 

Statement 3 44 



CAPtSTRANO UNIAED SCHOOL DtSTRICT 
TABLE Of CONTENTS 

JUNE 30. 200 I 

ANANOAL SECTION (CONTINUED) 

COMBINING RNANOAL STATEMENTS 

Capital Proiects Funds 
Combining Balance Sheet 
Combining Statement of Revenues, Expenditures 

and Changes in Ftm Balances 
Combining Statement of Revenues. Expenditures 

and Changes in Fund Balances· Budget and Actual 

Internal Seyiq Funds 
Combining Balance Sheet · Proprietary Fund Type 
Combining Statement of Revenues, Expenses 

and Changes in Retained Earnings· Proprietary Fund Type 
Combining Statement of Cash Flows · Proprietary Fund Type 

Trust and AiffiCY Funds 
Combining Balance Sheet· Trust and Agency Funds 
Combining Statement of Revenues, Expenditures and 

Changes in Fund Balances · Expendable Trust Funds 
Combining Balance Sheet· Student Body Funds 
Combining Statement of Revenues, Expenditures and 

Changes in Fund Balances· Student Body Funds 
Combining Balance Sheet · Student Body Funds · 

High Schools 
Combining Statement of Revenues. Expenditures and 

Changes in Fund Balances· Student Body Funds· 
High Schools 

Combining Balance Sheet· Student Body Funds· 
Middle Schools 

Combining Statement of Revenues, Expenditures and 
Changes in Fund Balances · Student Body Funds · 
Middle Schools 

Combining Balance Sheet • Student Body Funds · 
Elementary Schools 

Combining Statement of Revenues, Expenditures and 
Changes in Fund Balances · Student Body Funds · 
Elernentary Schools 

ii 

Statement 4 48 

Statement 5 50 

Statement 6 52 

Statement 1 57 

Statement S 58 
Statement 9 59 

Statement I O 61 

Statement I I 62 
Statement I 2 63 

Statement I 3 64 

Statement I 4 65 

Statement i S 66 

Statement 16 67 

Statement I 7 69 

Statement I 8 70 

Statement 19 71 



CAPISTRANO UNIFIED SCHOOL DISTRICT 
TABLE OF CONTENTS 

JUNE 30. 2001 

SUPPLEMENT ARY INFORMATION SECTION 

SUPPLEMENT ARY SCHEDULES 
Board of Trustees and Organization 
Schedule of Average Daily Attendance 
Schedule of Instructional Time 
Schedule of Financial Trends and Analysis 
Schedule of Expenditures of Federal Awards 
Reconciliation of AMual Financial and Budget Report 

(J.200) with Audited Financial Statements 

NOTES TO SUPPLEMENTARY INFORMATION 

AUDITOR'S REPORT ON COMPLIANCE ANO ON INTERNAL 
CONTROL OVER FINANOAL REPORTING BASED ON AN AUDIT 
OF FINANOAL ST A TEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING ST ANO ARDS 

AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL 
CONTROL OVER COMPLIANCE IN ACCOROANCT 
WITH OMB CIRCULAR A· I 3 3 

AUDITOR'S REPORT ON ST A TE COMPLIANCE 

FINDINGS AND RECOMMEND,\ TIONS SECTION 

SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS 

ST A TUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS 

MANAGEMENT LETTER 

iii 

Schedule I 7J 
Schedule 2 73 
Schedule 3 74 
Schedule 4 75 
Schedule S 76 

Schedule 6 78 

79 

80 

81 

84 

86 

91 

92 



CAPISTRANO UNIRED SCHOOL DfSTRJCT 
OBJECTIVES Of THE ANNUAL AUDIT 

JUNE 30. lOO I 

The audit had the following objectives: 

• To determine whether the financial statements of the District present fairly its financial position and the 
results of its financial operations in accordance with accounting principles generally accepted in the 
United States of America: 

• To assess the adequacy of the District's internal accounting control structure and procedures for 
financial accounting and reporting purposes and for compliance with certain rules and regulations 
related to Federal financial assistance programs; 

• To determine whether Federal and State financial reports are presented fairty and in accordance with 
the terms of the applicable agreements: 

• To determine whether the District has complied with laws and regulations that would have a material 
effect on the financial statements and on each major Federal financial assistance program: 

• To determine whether the District has met the specified State compliance iuues: and 

• To make recommendations related to any deficiencies or conditions noted in the course of the audit. 

The annual audit is ruu designed to: 

• Detect small scattered instances of theft. embezzlement. or other dishonest acts; 

• Provide infonnation on whether the District is operating with economy, efficiency or effectiveness; or 

• Evaluate the results of the programs run by the District. 
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INDEPENDENT AUDITOR'S REPORT ON FINANOAL ST A TEMENTS 
AND SUPPLEMENTARY SCHEDULE OF 
EXPENDITURES OF FEDERAL AWARDS 

Board of Trustees 
Capistrano Unified School District 
San Juan Capistrano. California 

We have audited the combined and combtnins financial statements of the Capistrano Unified 
Schoot District (the District) as of and for the year ended June 30. 200 I. as listed in the Table 
of Contents. These financial statements are the responsibility of the District's management. 
Our responsibility is to express an opinion on these financial statemenu based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards appricable to financial audiu contained in 
Govrrnment Auditine Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statemenu are free of material misstatement. An audit indudes 
examinins, on a test basis, evidence supporting the amounu 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 re.asonabfe basis for our opinion. 

The combined fmancial statements referred to above do not include the general fixed asseu 
account group. which should be included in order to conform with accounting principles 
generally accepted in the United States of America. The amount that should be recorded in the 
general fixed assets account group is not known. 

In our opinion. except for the effect on the financial statements of the omission described in the 
preceding paragraph, the combined financial statements referred to above present fairly. in all 
material respects. the financial position of the Capistrano Unified School District as of 
June 30, 200 I, and the results of its operations and the cash flows of its proprietary fund 
types for the year then ended in conformity with accounting principles generally accepted in 
the United States of America. Also, in our opinion. the combining financial statemenu referred 
to above present fairly, in all material respects. the financial position of each individual fund of 
the Capistrano Unified School District as of June 30. :200 I , and the results of operations of 
such funds for the year then ended in conformity with accounting principles generally accepted 
in the United States of America. 



In accordance with Government Auditine Standards. we have also issued our report dated 
November 2. 200 I on our consideration of Capistrano Unified School District's internal control over 
financial reporting and our tests of its compliance with certain provisions of laws. regulations. contracts 
and grants. That report is an integral pan of an audit perfonned in accordance with Government 
Auditine Standards and should be read in conjunction with this report in considering the results of our 
audit. 

Our audit was performed for the purpost of forming an opinion on the combined and combining 
financial statements of Capistrano Unified School District. taken as a whole. The accompanying 
supplementary financial and statistical information listed in the Table of Contents, inc!LJding the 
Schedule of Expenditures of Federal Awards. is presented for purposes of additional analysis as required 
by U.S. Office of Management and Budget Qrcular A-133. Audits of States, Local Governments, and 
Non-Profit Orianizations and Standards and Procedures for Audits of California K-1 2 local 
Educational Aeencies, prescribed by the State Controller. and is not a required part of the combined 
and combining financial statements. Such information has been subjected to the auditing procedures 
applied in the audit of the combined and combining financial statements and. in our opinion. is fairly 
stated, in all material respects. in relation to the combined and combining financial statements taken as 
a whole. 

November 2. 2001 
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Operating Revenues 

CAPISTRANO UNIAED SCHOOL DISTRICT 
COMBINED STATEMENT Of REVENUES. EXPENSES AND 

CHANGES IN RETAINED EARNINGS 
PROPRIETARY FUND TYPES 

FOR THE FISCAL YEAR ENDED JUNE 30. 200 I 

Self -Insurance Premiums 
All Other Fees and Contracts 

Total Operating Revenues 

Operating Expenses 
Classified Salaries 
Employee Benefits 
Books and Supplies 
Contracted Services and Other Operating Expen$es 

Total Operating Expenses 

Operating Loss 

Non-Operating Revenues 
Interest Income 

Net Income 

Retained Earnings · July I , 20CX1 

Retained Earnings · June 30. 200 I 

EXHIBIT D 

INTERNAL 
SERVI a 
FUNDS 

S 26.147.420 

s 

57.123 

26.204543 

257.563 
92.268 
17.374 

26.231,868 

26.599.07 3 

(394.530) 

721.429 

326.899 

12.182.517 

12.509.416 

The Notes to Financial Statements are an integral part of this statement. 

II 



CAPISTRANO UNIFIED SCHOOL DISTRJCT 
COMBINED ST I\ TEMENT OF CASH FLOWS 

PROPRIETARY FUND TYPES 
FOR THE ASCAL YEAR ENDED JUNE 30. 200 I 

Cash Flows from Operating Activities 
Cash Received from Premiums 
Cash Rectivtd from Other Fees and Contracts 
Cash Paid tor Salaries 
Cash Paid for Benefits 
Cash Paid for Boob and Supplies 
Cash Paid for Claims 
Cash Paid for Other O~ting Expenses 

Net Cash Used by O~ting l\ctivities 

Cash Rows from Investing Activities 
Interest Income 

Net Decrease in Cash 

Cash · July I . lCXX) 

Cash · June 30. lOO I 

s 

s 

EXHIBIT E 
Page I of 1 

INTERNAL 
SERVICE 
FUNDS 

:26.654,900 
57.631 

(257.011) 
( I 08.345) 

(17.090) 
(26.767 .935) 

(7 16.395) 

(I, I 54,:245) 

747.557 

(406.688) 

16. 176.393 

15.769.705 

The Notes to Financial Statements are an integral part of this statement. 
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CAPISTRANO UNIAEO SCHOOL DISTRICT 
COMBINED ST A TEMENT OF CASH FLOWS 

PROPRIETARY FUND TYPES 
FOR THE ASCAL YEAR ENDED JUNE 30. 200 I 

Reconciliation of Operating loss to Net Cash Used by Opmting Activities 

Operating Loss 

Adjustments to Reconcile Operating Income to Net 
Cash Used by Operating Activities 

Increase in Accounts Receivable 
Decrease in Due from Other Funds 
Decrease in Accounts Payable 
Decrease in Due to Other Funds 
Decrease in Reserve for Open Claims 

Total Adjustments 

Net Cash Used by Operating Activities 

s 

EXHIBIT E 
Page 2 of 2 

INTERNAL 
SERVICE 
FUNDS 

(394.530) 

(9,722) 
517.743 

(181.754) 
(17.567) 

( 1.068.415) 

(759.715) 

S ( 1.154.245) 

The Notes to Financial Statements are an integral part of this statement. 
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CAPISTRANO UNIAED SCHOOL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30. 200 I 

I . SUMMARY OF SIGNIFICANT ACCOUNTING POLIOES 

The accounting policies of the Capistrano Unified School District conform to accounting principles 
generally accepted in the United States of America as applicable to governments and to general 
practices within ulifomia school districts. The District accounts for its financial transactions in 
accordance with the policies and procedures of the Department of Education's Cajjfomia School 
Accountini Manual. The accounting policies of the District conform to accounting principles generally 
accepted in the United States of America as prescribed by the Governmental Accounting Standards 
Board and by the American Institute of Certified Public Accountants, except that a complete historical 
record of all fixed a5Set5 has not been maintained. The following is a summary of the significant 
accounting policies: 

A. Fund Accountin~ 

The accounts of the District are organized on the basis of funds or account groups. each of 
which is considered to be a separate accounting entity. The operations of each fund are 
accounted for with a separate set of self-balancing accounts that comprise its assets. liabilities, 
fund balance or retained earnings, revenues and expenditures or expenses, as appropriate. 
District resources are allocated to and accounted for in individual funds based upon the 
purpose for which they are to be spent and the means by which spending activities are 
controlled. The District accounts are organized into four broad categories which in aggregate 
include six fund types and one account group as follows: 

Governmental Funds: 

General Fund is the general operating fund of the District. It is used to account for all financial 
resources except those required to be accoumed for in another fund. 

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are 
legally restricted to expenditures for specific purposes. The District maintains five special 
revenue funds. 

• Adult Education Fund is used to account for resources committed to adult education 
programs maintained by the District. 

• Caf etena Account is used to account for revenues received and expenditures made to 
operate the District's food service operations. 

• Child Development Fund is used to account for resources committed to child development 
programs maintained by the District. 

• Deferred Maintenance Fund is used for the purJ>05e of major repair or replacement of 
District property. 

14 



CAPISTRANO UNIAED SOtOOL DISTRICT 
NOTES TO ANANQAL STATEMENTS 

JUNE 30. 200 I 

• Charter Schools Fund is used to separatety report the activities of the Joumey Charter 
School not included in the General Fund. 

Debt Ser:vice Funds are used to account for the acrumulation of resources for. and the payment 
of general long-term debt principal. interest and related cosu. The District maintains one debt 
service fund. The Bond Interest and Redemption Fund is used to account for the accumulation 
of resources for, and the repayment of District bonds. interest and related costs. 

Capital Projttts Funds are used to account for the acquisition and/ or construction of all major 
governmental general fixed assets. The District maintains seven capital projects funds. 

• Building Fund is used to account for the acquisition and renovation of 5Chool facilities and 
buildings from the sale of bond proceeds. The District maintains two of these funds. 

• Special Reserve Fund is used to account for revenues received and expenditures made in 
comection with Oass Size Reduction Facilities and redevelopment funds. 

• State School Building Lease-Purchase Fund is used to account for the acquisition and 
construction of school sites and related equipment from State apportionments. 

• Capital Facilities Fund is used to account for resources received from developer fees. 

• County School Facilities Fund is used to account for Proposition I A funds. 

• Community FaciHties Districts (CFDs) are used to finance the purchase. construction. 
expansion or rehabilitation of certain real and other tangible properties. There are seven 
CFDs included in the financial statements. 

Proprietary Funds: 

Internal Service Funds are used to accou.nt for services rendered on a cost-reimbursement basis 
within the District. The Dittrkt maintains three internal service funds. 

• Health and Benefits Fund is used to provide medical benefits to its employees. 

• Property and Liability Fund is used to provide liability insurance on the District's property 
and equipment. 

• Workers' Compensation Fund is used to provide workers' compensation benefits to its 
employees. 

15 



Fiduciary Funds: 

CAPISTRANO UNIFIED SOiOOL DISTRJCT 
NOTES TO RNANCIAL STATEMENTS 

JUNE 30. lOO I 

Expendable Trust Funds are used to account for assets held by the District as tl'\JStee. The 
District maintains the Retiree Benefits Fund. which is used to provide medical benefits to retired 
District employees. The District also maintains an expendable trust fund for each school that 
operates an associated student body. 

Aeenc:v Funds are used to account for assets of othm for which the District acts as an agent. 
The District maintains one agency fund. The Deferred Compensation Fund was established for 
the purpose of deferring a portion of employee salaries until future years. 

Account Group: 

The accounting and reporting treatment applied to the long-term liabilities associated with a 
fund is determined by its measurement focus. All governmental fUlds and expendable trust 
funds are accounted for on a spenaing, or •financial flow.· measurement focus. This means 
that only a.irrent assets and a.irrent liabilities are generally induded on their balance sheet. 
Their reported fund balance is considered a measure of •available spendable resources.• Thus. 
the long-term liabilities associated with governmental funds and expendable trust funds are 
accounted for in the account group of the District. 

General Lone-Term Debt Account Group accounts for long-term liabilities expected to be 
financed from governmental funds. 

8. Reportin~ Entities 

The Capistrano Unified School District (the District) and the Capistrano Unified School District 
Community Facilities District (CFO) Nos. 8 7 ·I, 88-1. 90-1. 90-::2. 9::2-1. 94-1, and 98-::2 have 
a financial and operational relationship which meets the reporting entity definition criteria of 
the GASB Statement No. 14, The Financial Reportjn~ Entity, for inclusion of the CFDs as a 
component unit of the District. Accordingly. the financial activities of the CFDs have been 
included in the financial statements of the District. 

The following are those aspects of th.e relationship between the District and the Cf Ds which 
satisfy GASS Statement No. 14 criteria. 

16 



Accountability: 

CAPISTRANO UNIAED SCHOOL DISTIOCT 
NOTES TO RNANCIAL STATEMENTS 

JUNE 30. JOO I 

I. The CFDs' legislative body is composed of the members of the District's Board of 
Trustees. 

J. The District is abie to impose its will upon the CFDs. based on the following: 

• All major financing arrangements. contracts and other transactions of the CFDs 
must have the consent of the District. 

• The District exercises Si8Jlificant influence over operations of the CFDs. The 
facilities to be financed by the CFDs are determined by the District and all 
facilities financed by the CFDs will be owned and operated by the District. 

3. The CFDs provide specific fmancial benefits or imposes specific financial burdens on 
the District based on the following: 

• The sole revenue sources of the CFDs are the special taxes levied on properties 
located in the Project area. The rate of special taxes to be levied and collected are 
determined by the Board of Trustees of the District. 

Scope of Public Service 

The CFOs were created for the sole purpose of financing the purchase. construction. expansion 
or rehabilitation of certain real and other tangible property with an estimated useful life of five 
years or longer. including elementary and secondary school sites and structures. and other 
governmental facilities which the District is authorized by law to contract. own or operate in 
order to meet increased demands placed upon the District as a result of developments or 
rehabilitation occurring within the areas covered by CFD Nos. 8 7 -1. 8 8-1. 90-1. 90-J. 9:2-1. 
94-1 and 98-2. 

Financial Presentation 

For financial presentation purposes. the CFDs' financial activity has been blended or combined 
with the financial data of the District. The financial statements present the CFDs' financial 
activity within the Community Facilities District Capital Projects Funds. Bonded debt issued by 
the CfDs is included in the General Long· Term Debt Account Group. 
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CAPISTRANO UNIFIED SCHOOL DISTRJCT 
NOTES TO RNANC)AL STATEMENTS 

JUNE 30. 2001 

C. Basis of Accountini 

Basis of accounting ref en to when revenues and expe,ditures. or expenses. are recognized in 
the accounts and reported in the financial statements. Basis of accounting relates to the timing 
of measurement made. regardless of the measurement focus applied. 

Gowmmental funds are generally accounted for using the modified accrual basis of 
ao:ounting. Their revenues are recognized in the accounting period in which they become 
both measurable and available to finance expenditures of the current fiscal period. 
·Measurable· means the amount of the transaction can be determined and "available" means 
collectible within the OJrrent period or soon enough there.after to pay liabilities of the current 
period. Expenditures are recognized in the accounting period in which the liability is incurred 
(when goods are received or services rendered), except for unmatured interest on general long· 
term debt which is recognized when d~. 

Proprietary funds are accounted for on the flow of economic resources measurement focus and 
use the accrual basis of accounting. Under this method. revenues are recorded when earned 
and expenses are recorded at the time liabilities are incurred. The District applies all applicable 
Financial Accounting Standards Board (FASS) pronounctments in accounting and reporting for 
its proprietary operations. 

Expendable trust fund assets and liabilities are accounted for on the modified accrual basis. 

D. BodfflS and Budgetary Accountini 

AMual budgeu are adopted on a basis consistent with generally accepted accounting 
principles for all government funds. By State law. the District's Governing Board must adopt a 
final bud~ no later than July I . A public hearing must be conducted to receive comments 
prior to adoption. The District's Governing Board satisfied these requirements. 

These budgets are revised by the District's Board of Trustees and District Superintendent 
during the year to give consideration to unanticipated income and expenditures. The final 
rftised budgd that is presented in the financial statements consists of the original Board 
approved documents plus all revisions through June 30. 200 I. 

Fonnal budgetary integration was employed as a management control device during the year 
for all budgeted funds. The District employs budget control by minor object and by individual 
appropriation accounts. Expenditures cannot legally exceed appropriations by major object 
account. 
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CAPISTRANO UNIAW SCHOOL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, JOO I 

E. Aa;ountins Estimates 

The presentation of financial statements in confonnity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabmties and disclosure of 
contingent mets and liabilities at the date ot the financial statements and the reported 
amounts of revenues and ecpenditures (ecpenses) during the reporting period. Actual results 
could differ from those estimates. 

F. Encumbrances 

Encumbrance accountilg is used in aH budgeted funds to reserve portions of applicable 
appropriations for which convnitments have been made. Encumbrances are recorded for 
purchase orders. contracts, and other commitments when they are written. Encumbrances are 
liquidated when the commitments are paid. An outstanding encumbrances were liquidated at 
June 30. 

G. Inventories 

Inventories are valued on the weighted average method. Inventory in the General Fund and 
Cafeteria Account consists mainly of expendable supplies held for consumption. The cost is 
recorded as an expenditure at the time individual inventory items are requisitioned. Reported 
inventories are equally offset by a fll1d balance reserve which indicates that these amounts are 
not •available for appropriation and ecpenditure• even though they are a component of net 
current assets. 

H. Deferred Revenue 

Cash received for federal and state pro;«ts and programs is recognized as revenue to the 
extent that qualified expenditures have been incurred. Deferred revenue is recorded to the 
extent cash received on specific projects and programs exceeds qualified expenditures. 

I. Compensated Absences 

Accumulated unpaid employee vacation benefits are recognized as liabilities of the District. 
The liability is recognized in the General Long-Term Debt Account Group. 

Accumulated sick leave benefits are not recognized as riabilities of the District. The District's 
p<Hicy is to record sick leave as an operating expense in the period taken since such benefits do 
not vest nor is payment probable: however. unused sick leave is added to the creditable service 
period for calculation of retirement beneftts when the employee retires. 
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CAP1STRANO UNIAED SCHOOL DfSTRICT 
NOTES TQ FINANQAL STATEMENTS 

JUNE 30. 200 I 

J. Fund Balance Reserves and Paiinatjons 

Reservations of the ending fund balance indicate the portions of fund balance not appropriable 
for ecpenditure or amounts legally segregated for a specific future use. These amounts are not 
available for appropriation and expenditure at the balance sheet date. 

Designations of the ending fund balance indicate tentative plans for financial resource 
utilization in a future period. 

K. Lone-Tenn ObliHtions 

The District reports long-term debt of sovemmental funds at face value in the general long
term debt account group. Long-term debt and other obligations financed by proprietary funds 
are reported as liabilities in the appropriate funds. 

l. Prgpety Tax 

Secured property taxes attach as an enforceable lien on property as of March I . Taxes are 
payable in two installments on November 15 and March 15. Unsecured property taxes are 
payable in one installment on or before August 3 I . The County of Orange bills and collects 
the taxes for the District. Tax revenues are recosnized by the District when received. 

M. Total Columns oo Combined Statemans 

Total columns on the combined statements are captioned "Memorandum Only" to indicate that 
they are presented only to facilitate financial analysis. Data in these columns do not present 
financial position, results of operations or changes in financial position in confonnity with 
generally accepted accounting principles. Neither is such data comparable to a consolidation. 
lnterfund eliminations have not been made in the aggregation of this data. 
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CAPISTRANO UNIFIED SCHOOL DISTRICT 
NOTES TO FINANQAL STATEMENTS 

JUNE 30. 200 I 

1. DEPOSITS AND INVESTMENTS 

Cash at June 30, 200 I . consisted of the following: 

Pooled funds: 
Cash in County Treasury 

Deposits: 
Cash on Hand and in Banks 
Cash in Revolving Funds 
Cash with Fisal Agent 

S 131.765.918 

2.337.328 
465.596 

72 

In accordance with Education Code Section 4 I 00 I , the District maintains substantially all of its cash in 
the Orange County Treasury as part of the common investment pool (Sl.256. 765.956 as of 
June 30. 200 I). The County pools these funds with those of other districts in the County and invests 
the cash. These pooled funds are carried at cost which approximates market value. Interest earned is 
deposited quarterly into participating funds. Any investment losses are proportionately shared by all 
funds in the pool. 

The fair market value of this pool as of June 30. 200 I, as provided by the pool sponsor. was 
S::2,260,454,967. The County is registered by Government Code Section 53635 punuant to Section 
5360 I to invest in time deposits. U.S. govenwnent securities. state regi$1ered warrants, notes or bonds. 
State Treasurer's investment pool. bankers' acceptances, commercial paper, negotiable certificates of 
deposit, and repurchase or reverse repurchase agreements. 

Cash balances held in banks and in revolving funds are insured up to S I 00,000 by the Federal 
Depository Insurance Corporation (FOlq. All cash held by the financial institutions is fully insured or 
c:ollateralized. 

The County is authorized to deposit cash and invest excess funds by California Government Code 
Section 53648 et seq. The funds maintained by the County are either secured by federal depository 
insurance or are c:ollateralized. 
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CAPISTRANO UNIAED SCHOOL DISTRICT 
NOTES TO ANANCIAL STATEMENTS 

JUNE 30. :200 I 

3. EXCESS OF EXPENDITURES OVER APPROPRIATIONS 

As of June 30. 200 I. expenditures exceeded appropriations in individual funds as follows: 

General Fund: 
Other Transfers 

Cafeteria Account: 
Classified Salaries 
Employee Benefits 
Books and Supplies 

Fund 

Services and Other Operating Expenditures 
Othtt Transfers 

Charter Schools Fund: 
Certificated Salaries 

s 

Excess 
Expenditures 

165.633 

141.164 
67.053 

265.360 
105,029 

18.547 

7.156 

Because the Cafeteria is an account and not a fund in the County Treasury, the budget is not revised at 
year end. 
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4. ACCQWIS BECll~AIILE 

CAPISlRANO UNIFIED SCHOOL DISTRICT 
NOIES IQ FINANCIAL STATEMENTS 

JUNE 30, JOOI 

Accounts r«fiv.ablt at June 30. lOO I, for lhf rMjor fund lypn comill of lht lollowin9: 

SPECIAL DEBJ CAPITAL 
Gfl'«RAL REVEi-iI SERVICE f'ttOJEClS 

FUND RH)S RNlS RN)S 

Ftdmll Soum1 
Caltpicll Aid Preer- ' l.10l.3U ' 151.001 s s 
Child Nutrillon Pqr.am 434,IJL 

Tcufedfral l,tol,Jll 59l,11l 

Sc.It Source 
Rtwft,e lhnll Source 41.lOJ lff.130 

Caltpicll Aid Proer- 7.404.549 37.161 

Chlld Nulri1lon Proeram 36.0S5 -~--~ 

lot.al Statt 7.445.758 l40,746 

Loe.al Scum 
Loral Gc,vm,m,enta 437.480 1.811 1,190,128 

lncffl91 77l.l38 32,)30 1.4U 1.954.403 

Olh« l.515_.798 7U!.!_ l.OS6,50l 

fotal local J,7l5.518 107,4U 1.433 5,901,0B 

1 otal Rtatvabla s ll,973.654 s 941,051 I 7.433 s 5,901,033 

l4 

INlERNAl TRUSl AKJ 
SERVICE AGINCY 
RN)S RNlS IOIAL 

s s I 1.960.313 
OU71 

l.3t5,l54 

lOI.OJ7 
l,44l,410 

J&.055 ------· ----

7,818,501 

l,319.4>6 
51.917 ll,909 l,141.140 

106,585 I J,lll 4,788,091 

ill,Sll 38.HO 9.9J6.651 

__J _ _ill_.S I 2 I 38,HO s J0,018,413 



'j tmRfUND JRANSACJIQNS 

A IDl,mut Lr.ivllllalrelllla UM l11l!M fcllllll 

CAf'ISlAANO UNflED SCHOOi. DISTRICT 
NOUS JO FINANCIAL SJAJIMENTS 

AJN( )0. }001 

lrdwidual tund lnlniund m:m,Mr ,nd paylblt bal..-cn 11 bw JO. JOO I. 1r, 11 lollows: 

""'"" AiMI 
DUE FIIOM fund fund 

Gmfr,lfund s s 11.IU 
A.dull fund II.HI 
(11'1C"N Attounl I ,41 l.l<H 
Chllcl ~ futld IJUS4 
Orlnm! M.11111_, fund 1.761 
upll~ F.-1n Fund HJ 
Ulllllly School f,1ellilln Fund 
Ht•h Ind~' F..id I.HJ 
f>fopmy lftd lWllllly Jund tJI 
Worbi.' (Offll)CIUIIOn Flllld 111 
lt#lltH llffltftll flftl 

T OIIII s 1,6)1,IJ 3 I 11.Ul 

OUl TO 
Huhll lftd Property 11111 

llffwf'llt lllblllly 

DUE FROM fund fund 

Gentt~Fund I 641,Bl s 150.000 
Awl! fu,wl l.SJJ 
C1tdnll Accounc 
Child Orvtlopmml Fund S.901 
O.lttrtd Mailllerunct fund l.H9 
C•illl f KIMlln fund 166 
Coun1y School f1tilllln Fund 
tw.ll1h and Bnwlllt fund 
Proptrt y .anJ lllllillty fund 1,16~ 
Wo,kn' Compn1111ion fund 1 )I 

RttlrH Bnwf'll1 Fund 3Ul1 

luc1k s 69l.l 94 s 150.000 

lS 

DU( TO 
~ Dtftntd Spc-(111 

~ ~-, .__ 
fund fund fund 

• ll.H4 s 1.500.000 

591 

65.955 

I 17,IJI s I .!I00.000 s 6USS 

Vioitim' RttirH 
(-,,,..ilon llmdl, 

fund Fund louh 

s Ile.ISi s 500.000 I ).~).4SJ 
l.lOl IS.HJ 

1.4 U.}04 
I.Ill 145.511 

H6 4.160 
111 1.146 

65.0S 
IH 1.411 
1}9 l.JH 

I.Ht 
J 1,SH 

s 110.HI s 500.000 s S,Ul,4JJ 
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6. fUMJ EQUllI 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
NQill JO FINANCIAL STAIEMltiIS 

JUNE 30. 200 I 

(ndin11 kind tqUky In lht lndivlclMI lund lypn 11 c°"'f'C*'d of lhl lollOIMl!f tltnvn11: 

s,mAl. DUf 
GIN(l>,I IIVINUI SflVICf 

IUNO fUNOS flJND 

lkwrvr4 fun4 l•lancn 
Rrotrvtd lof lnolvlna fun4 ' 115.000 ' 10.598 I s 
•• ., ..... ,d , ... St .... HI.OS 101.114 
R,wrwd ,.., Pi.paid hptn4il .. 11 141.ltS 
lr1•Ny Rntrklrd 11.bnc, 1.110,104 

lolll it.wn.'4 hind a.t.ncn __ t.t4t,41L llf,410 

Dn1tna1Nlllllldlli.11en 
Dni,-NI I• lcon.-lc UMtttainllft t.JJ0.111 1.111.090 
01hff Dnlan.cl- 4.JlUH 4,los.sos 

lolol Oni1n•ttd fund l•IMKn 14,04J,)OI 5.111-.St, 

Und<t11n•ltd I und 11.l>Nfl 1,111,IIJ 

Rnrrvrd l,i,irw,1 ( •mini• 
R,wn,td lor lnolvlnl fund 

o,.,,n.1,d R,uin<d E,minft 
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1. BONDED DEBT 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
NOTES JO FINANCIAL STATEMENTS 

JUNE 30, JOO I 

Tht ou1111ndi119 llffltral obli91tlo11 bonded dtbl of the Dhtrid 111 Junr 30. lOO I 11 the followi111: 

Yc111of Rate of Amoumof Ou1111ndln1 1.-d Matured 

Datt of Bond MAturitL._ '""""' Orij!llll lnuc June 30. ]000 Ourin1 Year 0...rin& Ytar 

l/17/00 JOO] . .JOJ4 S.00-6.l5% s 17.400.000 s 17.400,000 s s 
l/28/01 )00.J.]0]5 4 .00· 5. I 0% ]9.999,930 ]9,999.930 

'°'"' s 17,399,930 s 11.400,000_ J 19.999,930 s 

Tht arnill mpl'ffllffll to -,tizc lfflCl'II oblit"llon bondl payAlllt. outllandint II June 30, JOO I, Is M followa: 

Year Endii, June JO Princlfal lnlfftll Tot•I 

100.l s s l.75],480 s I .75].110 

2003 160.000 l,917.HI .l.077.331 
}004 1.305.000 l,7l7.l79 3,03l,l79 

JOOS 1.435,000 1.669.616 3.104.616 

1006 1555.000 1.606.754 3.161.754 

Thtrcaflrr 4],944,930 35.160.975 78.105.905 -
To11h s 41.399.930 s 43.834.435 s 91.)34,365 

JI 

Oullt 1nclin9 
Junf 30, JOO I 

s 17,400,000 
]9.999,930 

s 11,399,930 



8. 

9. 

CAPISTRANO UNIRED SCHOOL DISTRICT 
NOTES TO ANANCIAL STATEMENTS 

JUNE 30. 200 I 

COMPENSATED ABSENCES 

The total accumulated unpaid employee compensated absences as of June 30. 100 I . amounted to 
S 2. 7 54, 694. Of this amount. SO has been recorded as a current liability in the General Fund and 
Sl. 7 54 .694 is included in the General Long-Term Debt Account Group. which represents a change in 
presentation from previous years. 

CAPITAL LEASE AGREEMENTS 

The District has entered into long-term lease-purchases agreements for computers. copiers. portable 
classrooms and buildings with future minimum lease payments as follows: 

0,ild Capital 
General Development Facitities 

Year Ending June 30 Fund Fund Fund Total 

2002 s 321.335 s 66.342 s 862.242 s 1.149.919 
2003 197.501 34.241 862.242 1.093.984 
2004 131.630 862.242 993.872 
2005 131,631 862.242 993.873 
2006 136.732 862.242 998.974 
Thereafter 126.529 2.120.396 2.246.925 

Total 1.045.358 100.583 6.431.606 7,577.547 

less: Amount 
Representing Interest ( 168.117) (6.209) ( 1.098.53 7) (1.272.863) 

Present Value of 
Net Minimum 
lease Payments s 877 .241 s 94,374 s 5.333.069 s 6,304.684 

The District will receve no sublease rental revenues nor pay any contingent rentals for the leased 
equipment and facilities. 
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CAPISTRANO UNIAED SCHOOL DISTRICT 
NOTES TO ANANOAL STATEMENTS 

JUNE 30. 2001 

I 0. CERTIFICATES OF PARTIOPATIQN 

On February l, I 998. the District issued Certificates of Participation Series 1997 in the amount of 
S I I .005 .000 to provide turds to construct a portion of the Tesoro High School. Interest rates range from 
4.00% to 4.50%. The redemption schedule is as follow,: 

Year Ending June 30 Principal Interest Total 

2002 s 3.295.000 S 86.680 S 3.381.680 
======= 

11. OTHER LONG-TERM DEBT - NOTE PAYABLE 

On March I. JOO I • CFO 87 · I purchased rt.al property pursuant to the terms of a note payable. whereby 
the CFO promises to pay to the order of Shea Homes limited Partnership the principal sum of $6.500.000 
with interest. Quarterly payments of $250,0C() plus imerest (Wells Fargo Reference rate estimated to be 
6.50%) will be made over a term of five years with any unpaid principal included in the final payment at the 
end of five years. The future note payments are summarized as follows: 

Year Ending June 30 Prindpal Interest Total 

2002 s 601.345 s 398.655 s 1,000.000 
2003 641.396 358.604 1.000.000 
2004 684.114 315.886 1.000.000 
1005 729.677 J70.323 1.000.000 
2006 3.699.093 J06.515 3.905.608 

Totals s 6.355.625 s 1.549.983 s 7.905,608 

12. OTHER LONG-TERM DEBT - QiARTER SCHOOL LOAN 

Journey Charter School obtained a non-interest bearing loan in the amount of SJS0.000 from the California 
Department of Education to rover start-up expenses. provided for by Education Code Section 41365. The 
loan is payable over five years in equal installmfflts of S50.000 which will be in the form of offsets to 
apportionment payments. At June 30, JOO I , the outstanding balance of the Charter School loan was 
$250.000. 
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I 3. OTHER LONG-TERM DEBT 

CAPISTRANO UNIAED SCHOOL DISTRICT 
NOTES TO ANANQAL STATEMENTS 

JUNE 30. 200 I 

The outstanding debt incurred through bonds issued in connection with the Community Facilities Districts at 
June 30 . .200 I is: 

CfD Amount of Ouuundine Issued During Rtdttmed Outstanding 
Number Original lssut Jwy I • 2000 the Year During the Year June 30. 200 I 

88-1 s 12.755.000 s If ,795,000 s s 390.000 s 11.405.000 
87-1 I 1996A 64.265.000 60.865.000 1.430.000 59,435.000 
87-1 /19968 17.285.000 13.265.000 1.270.000 11.995.000 
92-1/1998 31,360.000 31.070.000 755.000 30.315.000 
98-2/ 1999 105.330.000 105.330.000 105.330.000 

Total s 230.995.000 s 222.325.000 s s 3.845.000 s 218.480.000 

In September 1989. Community Fadnties District 88-1 issued Series 1989 Special Ta'X Bonds in the 
aggregate amount of S 12.500.000. These bonds were subsequently refunded by the issuance of the Series 
1996 Special Tax Refunding Bonds, issued in 1996 in the aggregate principal amount of SI l.755.000. 

In August 1996. Community Facilities District 87 · I issued Series A (First lien Bonds) and Series B (Second 
Lien Bonds) in the aggregate principal amount of $64,265.000 and S 17 .285.000. respectively. These 
bonds were issued to finance the purchase of Series I 996A and 19968 Special Tax Refunding Bonds in the 
aggregate principal amount of $42,640.000 and 538.910.000. respectively. The proceeds from the 
Special Tax Refunding Bonds were used to advance refund and def ease the outstanding Series I 990 and 
Series 1989 Special Tax Bonds in the amooot of $34.910.000 and 540.790.000. respectively. 

In July. 1998. Community Facilities District 92-1 issued Series 1998 Special Tax Bonds in the amount of 
531.360.000. The purpose of the bonded indebtedness is to refund the outstanding CFD 92· I Series 1993 
and Series 199 7 Special Tax Bonds and to finance a portion of the cost of the project. 

In April, 1999. Community Facilities District 98-J issued Series 1999 Special Tax Bonds in the amount of 
SI 05.330.000. The Bonds were issued to provide funds to finance a portion of the costs for the 
construction. purchase. modification. expansion, improvement or rehabilitation of school facilities. 

The annual requirements to amortize the bonds issued in connection with the Community Facilities Districts. 
outstanding as of June 30, lOO I , are as follows: 
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A. CFD 88-1 

Year Ending June 30 

2002 
2003 
2004 
2005 
2006 
Thereafttt 

Totals 

B. CFO 8 7 -1 / I 996A Series 

Year Ending June 30 

2002 
2003 
2004 
2005 
2006 
Thereafter 

Totals 

CAPISTRANO UNIAED SCHOOL DISTRICT 
NOTES TO FINANQAL STATEMENTS 

JUNE 30, 2001 

Principal Interest 

s 430.000 s 657.130 
475.000 635.840 
520.000 611.700 
570.000 584.710 
620.000 554.650 

8.790.000 2.828.110 

11.405.000 5.872.140 

Principal Interest 

s 1,590.000 s 3.292.135 
1.760.000 3.215.880 
1.940.000 3.117.200 
l.160.000 2.994.JOO 
2.395.000 2.857 .550 

49,590.000 20.302.310 

59.435.000 35.779.J75 

32 

Totals 

s 1.087.130 
1.110.840 
1.131.700 
1.154.710 
1.174,650 

11.618.110 

17.277. 140 

Totals 

s 4.882.135 
4,975.880 
5.057.200 
5,154.200 
5.252.550 

69.892.310 

95.J 14.::175 



c. CFO 8 7 -I / 19968 Series 

Year Endins June 30 

2002 
2003 
l004 
l005 
l006 
Thereafter 

Totals 

D. CFD 92-1 I 1998 Series 

Year Ending June 30 

200l 
2003 
2004 
2005 
2006 
Thereafter 

Totals 

CAPISTRANO UNIAED SOiOOL DISTRICT 
NOTES TO FINANQAL 5T A TEMENTS 

JUNE 30. lOO I 

Principal Interest 

s l,lJ0.000 s 573.811 
1.US.000 518.881 
1.140.000 464.551 
1.090.000 410.771 
1.040.000 358.066 
6.310.000 1.l65.0ll 

I 1.995.000 3.591.1 Ol 

Principal Interest 

s 785.000 s 1.412.67 5 
820.000 1.380.575 
850.000 1,34 7 .175 
885.000 1.312.475 
9lO.CXlO 1.275.915 

26.055.CX)O 13.:205.087 

30.315.000 l 9.933.90l 

33 

Totals 

s 1.803.811 
1.703,88 I 
1.604.551 
1.500,771 
1,398.066 
7.575.022 

15.586.102 

Totals 

s 2.197.675 
2.l00.575 
2.197.175 
2.197.475 
2.195.915 

39.260.087 

50.248.902 



E. 

14. 

CFD 98-l/ 1999 Series 

Year Ending June 30 

200:2 
2003 
2004 
2005 
2006 
Thereafter 

Totals 

Grand Total 

LONG-TERM DEBT 

CAPISTRANO UNIAED SCHOOL DISTRICT 
NOTES TO ANANQAL STATEMENTS 

JUNE 30. 200 I 

Principal Interest 

s s 5.978.132 
50.CX)O 5.976.983 
85.CX)O 5.973.835 

115.000 5.969.077 
155.000 5.962.559 

104.925.CX)O 98.456.590 

I 05.330.000 128.317,176 

s 218.480.CX)O s 193.493.595 

Totals 

s 5.978.131 
6.0:26.983 
6.058.835 
6.084.077 
6.117.559 

203.381.590 

233.647.176 

s 41 1.97 3.595 

A schedule of changes in long-term debt for the fiscal year ended June 30. 200 I , is shown below: 

Balance. Balance. 
July I. 2000 Additions Deductions June 30. 200 I 

General Obligation Bonds s 17.400.000 s 29.999.930 s s 47,399.930 
Compensated Absences 1.450.:273 1.304.421 :2.754.694 
Capital lease Agreements 6.253.798 996.242 945.356 6,304.684 
Certificates of Participation 6.285.000 2.990.000 3.:295.000 
Other General Long· Term Debt 6.355.625 6,355,625 
Charter School loan 250.000 250.000 
Community Facifities Districts lll.325.000 3.845.000 218.480.000 

Totals s 253,714,07 I s 38.906.218 s 7.780.356 s 284.839.933 
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CAPISTRANO UNIAED SOtOOL DISTRICT 
NOTES TO FINANQAL ST A. TEMENTS 

JUNE 30. lOO I 

15. DEFERRED COMPENSATION PLAN 

The District offers its miployees a deferred compensation plan created in accordance with Internal 
Revenue Code Section 4 5 7. The plan, available to all District employees. permits them to defer a 
portion of their salary until future years. The deferred compensation is not available to employees until 
termination. retirement. death or unforeseeable emergency. 

All amounts of compensation defmed under the plan, all property and rights purchased with those 
amounts. and all income attributable to those amounts. property or rights are solely the property and 
rights of the District until paid or made available to the employee or o~ beneficiary. subject only to 
the claims of the District's general creditors. Participants' rights under the plan are equal to those of 
general creditors of the District in an amount equal to the fair market value of the deferred account for 
each participant. 

The funds are currently on deposit in financial institutions with separate accounts estabfished for each 
participating employee. The District's deferred compensation plan is currently accounted for as an 
agency fund. 

Other current assets and other liabilities in the Deferred C.ompensation Fund in the amount of 
S 1.996.448 represent the funds on deposit for the deferred compensation plan. 

16. JOINT POWERS AGREEMENTS 

The District has entered into joint powers agreements (JPA.s) with other governmental units. as allowed 
by the California Government Code. These JP As have budgeting and financial reporting requirements 
independent of member units, whose financial statements are not presented in these financial 
statements; however. fund transactions between the entities and Capistrano Unified School District are 
included in these statements. Summarized below is certain information on these entities: 

School Excess liability Fund lSELF} 

Purpose: 

Participants: 

Gqyemine Board: 

To provide liability insurance coverage in excess of S 1.000,(X)O (up 
To 525.000.000). 

Other school districts in California. 

One designee for each district votes for I 6 member Board of 
Oirecton. 
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CAPISTRANO UNIRED SOtOOL DISTRJCT 
NOTES TO FINANQAL STATEMENTS 

JUNE 30. 200 I 

To provide vocational education classes. 

Participants: Capistrano and Laguna Beach Unified School Districts. 

Govcmine Board: Two board members from ead, district serve on the Board. 

The following is a summary of the Capistrano-Laguna Bead, Regional Occupational Program audited 
financial statement information as of June 30, 200 I : 

Total Assets 
Total liabilities 

fund Balance 

Total Revenues and Other Sources 
Total Expe,ditures 

Net Increase in fund Balance 

36 

s 

s 

s 

1.65 7 .451 
62:2.360 

1.035.091 

3.:234.640 
2.834,079 

400,561 



I 7. RISK MANAGEMENT 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
NOTES TO ANANCIAL STA TEi\1ENTS 

JUNE 30. JOO I 

The District is exposed to various risks of loss related to toru; theft of, damage to. and destruction of 
assets: errors and omissions: injuries to employees; and natural disasters. During the fiscal year ended 
June 30. JOO I . the District operated these Self Insurance Funds (Internal Service Funds) to account for 
and finance its uninsured risks of loss. Under this program. the Internal Service Funds provide coverage 
up to a maximum of $250.000 for each workers' compensation daim. The District participates in 
JPAs to provide excess insurance coverase above the self-insured retention tevd. Settled daims have 
not exceeded the coverage provided by the JPAs. 

Funding of the Internal Service Fund is based on estimates of the amounts needed to pay prior and 
current year daims. The claims' liabilities of $3,958.::298 in the Workers' Compensation Fund and 
S902. 779 in the Property and Liability Fund reported in the Fund at June 30. 2001 are based on the 
requirements of Governmental AccountinS Standards Board Statement No. IO. which requires that a 
liability for daims be reported if information prior to the issuance of the financial statements and the 
amount of the loss can be reasonably estimated. The District may purchase annuity contracts from 
commercial insurers to satisfy certain liabilities under workers' compensation daims: accordingly. no 
liability is then reported for those claims. During 1996/97. the District became fully insured for 
Health and Welfare benefits and changed administrators from Mutual of Omaha to Health Net. 
Accordingly. no reserve for open daims has been provided for in the financial statements. 

At June 30. 200 I • the District had no need to exercise this option: therefore. there are no covered 
liabilities outstanding. Changes in the Fund's claims liability amount in fiscal year 200 I were: 

Claims and 
Liability at Changes in Oaim Liability at 

July I. 2000 Estimates Payment$ June 30. 200 I 

Workers' Compensation s 4.942.190 s 3.472.260 s 4.456.152 s 3.958.298 
Property and Liability 987.302 268.765 353.288 902.779 

Total s 5.929.492 s 3.741.025 s 4.809.440 s 4.861,077 
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CAPISTRANO UNIAED SCHOOL DISTRJCT 
NOTES TO ANANCIAL STATEMENTS 

JUNE 30. 200 I 

18. TAX AND REVENUE ANTIQPATION NOIB (TRAN) 

On July 3, 2000. the District issued Tax and Revenue Anticipation Notes in the amount of 
S I I . I 00.000 with an interest rate of 5 .00%. maturing on July 3, 200 I • as pan of the South Coast 
Local Education Agencies Pooled Tax and Revenue Anticipation Note Program. Each school district has 
pledged as security for the repayment of the principal of and interest on its respective school district 
note and has authorized the county. through the Treasurer. to set aside in its respective School District 
Repayment Account payments as follows: 

Percent 

40% 
30% 
30% 

Amount 

S 4,440.000 
3.330.000 
3.330.000 

100 % S 11.100.000 

Date 

January. 2001 
April. 2001 
May. 2001 

The Notes were extinguished in accordance with the aforemeitioned provisions as required. 

19. COMMITMENTS AND CONTINGENOES 

A. Federal and State Allowances, Awards and Grants 

The District has received Federal and State funds for specific purposes that are subject to 
review and audit by the granter agencies. Although such audits could generate expenditure 
disallowances under the terms of the grants. it is believed that any required reimbursement will 
not be material. 

The District Is :. defendant in several pending liability lawsuits. The outcome of the various 
litigations is unknown at the present time. 
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CAPISTRANO UNIAED SCHOOL DISTRJCT 
NOTES TO FINANCIAL ST A. TEMENTS 

JUNE 30. 2001 

20. EMPLOYEE RETIREMENT SYSTEMS 

Qualified employees are covered under multiple-employer defined benefit pension plans maintained by 
agencies of the State of California. Certificated employees are members of the California State 
Teachers' Retirement System (CalSTRS) and dassified employees are members of the California Public 
Employees' Retirement System (CalPERS). 

Plan Description 

The District contributes to the California State Teachers' Retirement System (CalSTRS). a cost-sharing 
multiple-employer public employee retirement system dtfined benefit pension plan administered by 
CalSTRS. The plan provides retirement. disability. and wrvivor benefits to beneficiaries. Benefit 
provisions are estabfished by state statutes. as legislatively amended. within the State Teachers' 
Retirement law. CalSTRS issues a separate comprehensive annual financial repon that indudes 
financial statements and required supplementary information. Copies of the CalSTRS annual financial 
report may be obtained from the CalSTRS, 7667 Folsom Boulevard, Sacramento. California 95826. 

The District contributes to the School Employe- Pool under the California Public Employees' Retirement 
System (CalPERS). a cost-sharing multiple-employer public empk,yee retirement system defined benefit 
pension plan administered by CalPERS. 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 staMes. as legislatively amended. within the Public Employees' Retirement law. 
CalPERS issues a separate comprehensive annual financial report that includes financial statements and 
required supplementary information. Copies of the CalPERS annual financial report may be obtained 
from the CalPERS Executive Office. 400 P Street. Sacramento. California 95814. 

Fundini Policy 

Active plan members are required to contribute 8.0% of their salary to CalSTRS 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 CalSTRS Teachers' Retirement Board. The required 
employer contributions rate for fiscal year 2000-0 I was 8 J 5% of annual payroll. The comribution 
requirements of the plan memben are established by state statute. The District's contributions to 
CalSTRS for the fiscal year ending June 30. 200 I. :2000. and 1999 were SI 1.20.2.440. 
S9.663.683. and 58,764.4 77 respectively. and equal I 00% of the required contributions for each 
year. 
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CAPISTRANO UNIAED SOfOOL DISTRICT 
NOTES TO FINANOAL STATEMENTS 

JUNE 30. JOO I 

Active plan members are required to contribute to CalPERS 7 .0% of their salary. and the District is 
required to contribute an actuarially determined rate. The actuarial methods and assumptions used for 
detennining the rate are those adopted by the CalPERS Board of Administration. The required 
employer contribution rate for fiscal yar 2000-0 I was 0% of annual payroll. The contribution 
requiremenu of the plan members are established by state statute. The District's contributions to 
CalPERS for the fiscal year ending J1.11e 30. JOOI, :2000. and 1999 were SO. $0, and SO. 
respectively. and equal I 00% of the required contributions for each year. 

:2 I . DEVELOPER FEE AGREEMENT 

The District has entered into an "Interim Fee Agreement" with 5 a 5 Construction whidi establishes a 
credit bank for permiu issued in the County Village area. The credits issued will be applied to the land 
acquisition of the County Village School site. Should this agreement be abandoned. the credit bank 
would be converted into actual fees. As of June 30. JOO I. the credit bank totaled 52.034.187. 

22. SUBSEQUENT EVENT 

The District issued S 16,640.000 of Tax and Revenue Anticipation Notes dated July :2. JOO I. The 
notes mature on June 28. 2002 and bear an interest rate of 3.25%. The notes were sold to 
supplement cash flow. 
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Olhtr Looi Rtwnutt 
food~tS•ltl S.514.061 Blt.061 
lnttrnt H.690 69.45) 31.371 IJHU 15.16} 361.951 
Adull ldu.'atlon Fm IJl.190 lll.190 

lm..-•trncv itrw,,un l.100 J.100 
All Olhtr loc•I Rnffltln 41.019 445.091 Ill.JO) 1.SS4 I.OUtJ 

ClwrlfJ School .......... ht LIN of''°""'" hk )60,415 160.41 S 

lot•I Ollwr loc..i ltnmuta Hl.909 6,091,611 ffl.l14 11l.6U l1J.1JI ___ J,m.w, 

T oc al lltwntn J,lll.H_I MQl,6~L ___ l.S~.601 1,J ... ISl Slt,491 IJ.m.t16 

lht Notn 10 fln,ndal S111mwnt1 •tt '" lnl11r.al part of thla 11,1,_ 

4J 



SIAUMfNI} 
Pas, loll 

CAPISTRANO UMFIID SCHOOi. OISTIIICJ 
C:QMl!lttNG SMUMltH Qf l!lllUIJlS l1'elWIHl!l5 AW otANC.£5 IN ILU2 ~ 

SllC:IAI. llllUIJE EU~ 
FOR THE USCAL YlAR (N0£0 JUNE )0. 1001 

OILO ()(fERRlO CHARllR 
ADULT CAfEllltlA OIVHOf'MlNI MAIN Tl NANCE SCHOOI.S 
FUND ACCOUNT FUND FUND FUND IOJAI.S 

EXPENDITURES 
Cfttlfioll'd Sa!Mlft • 1.10.90} • s HUH • s 14).158 I l.ll 1.)91 
Ci.lfttd HUrln J8S.SS4 ),181.686 105.411 151.0H ff.>J6 4,490.0U 
lmploYff RMtflll l 15.090 915.40 46s.91J 51.ll I 51.UO 1.165.)58 
8oou and Suprlln 114.047 J.611.0~ JOI .451 14.079 4.0lUIJ 
Strtkn and Olhn ()ptf lllllic l ...,_i;t.- 14.1148 JH,16' 155.801 1,.101 155.518 JU.H4 
C.pllll Outlly H.99i H8.960 f6.45J 1,45),041 JUJI 1.141,JU 

OlhN "-'"' 7J,5SJ Jl3,H7 I JI.JS) S JU HJ.415 

Toi,1 bpmollwn l.OJJ 116 8,751,670 l,JH.Jtl 1.Ht,750 500,UJ ____ _!hlH,515 

ucm (()(fl(IENCY) Of REVEM.llS 
OVIII (Xl'f.NJllURlS _____ IU,SQJ_ (JS0.0111 !119,llg (JH,IHI ---· 18.884 _J~H,5311 

Qltll fNANCNi DIIW IWl51 
OpNlllnf ,,....,,,. "' 1.500.000 1.500.000 
Al Olhn Sciurtn 150.000 >50.000 
()ptf.tlllls , ,_.,,. °"' UJ.JSOI ()),150! 
Ot411~ 186.HJt 181.JOl 

l aul Od•ff f 1Nncln1 S.-cn ~ 1euo1 1,500.000 }}8.lSO ___ _____U~9.tol 

EXCESS (D(flCIENCYJ Of REVENUES 
OVER EXPENOIIURIS AND 
OHH SOURCES ll,ISES) IU.SOl ()50.0111 (l48.I JJ) l.lOO.IOl JOl.1114 1.090.JH 

(UNO 8AlANCU . JUL y I . lOOO l,S,10 JJUU 484,451 l.1105,403 4.901 .8J 7 

f~ · AN JO. 1001 • 911.60 • JIJ.818 • lll.JH • 4,105,§05 • J0),914 I S,Hl,005 

ltw Noln r., flnln<i,1 Su1mwn11 .,, 111 lnlt1r,I part ol 1t,i, .. .-~, 
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SIAIEMlNl J 
r.,, 1014 

CAPISJRANO UNIFIED SCHOOi. DISIIOCT 
!:QMIIINING HAUMll'H Qf l!mrtuu mnt121IIJl!U A~ ,HANG~i tiilmlilWAN:ClS 

l!:U~ I Mll2 ACIUAI 
U1Cl6l Kl lt'.lNLlf EUM05 

FOR Tltl fl5CAL YEAR INDED JUNI JO. JOOI 

AOOLI JUNO CAHl(RIA. ACCOUNl CHILO OIVUOf'MINl JUNO 
VARWKE VAIWd V.i.RIANCl 

FAVORA8U fAVORAIU fAVORAN( 
IIUOG(I ACTUAL 1.!.!!fAV.I BUDGET ACfUAl ~fAVI llJOGEf ACIUAl !!!!!AV I 

fXPENOII\Jltf!i 
Cmilic,t,d S•larift s l,l09.IU I 1.147,90) • IUH • I I s I ,IIJ.llJ I 911.JJJ I 194.910 
Cbtoifl,dS•t,riN J11.10) HU54 6.041 J.Ol05ll J.111.616 1141.1641 nuu 105.411 41.196 
(mploytt Bttwlitt llO.SJI ll S.010 5.451 901.415 1175,411 (81.0SJI SJ 1.1 H 415.111 65.141 
look, ....i Supplin 5lS.769 114.CHI 411.lll J.01.690 J,817,050 (l65,J60I 170.J II 107,451 46),1511 

S.rvkn lftCI Olhtr 
~r•ln1 bprndllu"' 19.115 14.641 5.0311 )69.140 Jl4.llt (105.0lt) U4,75l 155.901 69,15) 

Capl1.olOu1l,y 54.115 31 .994 II.HI 300,000 JJUIO IJ,040 114.~ H.OJ 91.041 
Ollwrlr...im 90)41 JJ,SSJ 17 7 .. )04,190 UJ.Ul 111,5411 Ul.l55 IH.l5J ) 

Total(.nclil- _ J,M_l_._tJI ~,OJJ.111 U4.~J •.U4.SSJ l,JSUJO (5)4.1 IJ) J.111.114 J,JH.Jll 11'.SU 

HCISS CD(flCllNCY) Of ltVINUfS 
OVEl l)(l'fNDllUllS _ ~110.0111 ---~-•n.sol IIJ,SIO so.10 uso.0111 (400,IICJI jlJl,lSII 1111,110 (40,5JJ) 

QIID (INANClr:li 5'! ICli &liUI 0pn., .... , ............ 
.\II Othtr §Guru, 
0pn .. 1n, " ......... Ou1 
IM,1 Snvicr fl0.000) (6UOI u.,s11 

T col Othtr fln•n<lnl 5.iurcn (Uon) 110.QQQJ (H,JUl (J,1571 

()((£SS (O(flCllNCYI Of REVENUES 
OVlR lXPlNOITURlS ANO 
OTHlR SOOlClS (USES) I fl0,071) IIJ.SOl s 19),580 I 50.HJ IH0.0171 I 1400.HOJ I (101.151) (Hf.IHI -• - __ J_JHIB 

fl.fNl2 RAlANCf$ ·JULY I. 1000 791,10 1JJ.IU 464,451 

fllND RALANCU · JUNI JO. 1001 s 911.M5 I JIJ,116 • JIUJS 

Tht Notn lo flnancl•I St•lflllfllll •rt m 1ntr1nl p•rt ol lhll ll•Umml 

4S 
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CAPISJRANO UNlflED SCHOOL OISJIUCJ 
CQM~tiG mm1nn Q£ Rl~lHUlS £111'.lHmIUl!U AHQ !;HANGE~ ti E!Hl IIALAHCU 

1!1JDGlI AH~ ArnlAl 
il'll:W l!f.YINUE fUtj12S 

f()lt THE FISCAl YlAJt ENDED JUNf JO. )00 I 

DUlRREOW._!HlNA~<;_E fl.IN!) CHAltfll sotOOI.S fUHO 
VAAIANCE vAiiANcf 

FAVORAlllf f.t.VOltABU 
IIJDGIJ .t.CJUAl !.!!!' .t.V I BUDGll ACTUAL ~FAV.1 

txrttl>IIU8fS 
(,nlfltattd S•l1rift s s s s I 35.000 • 10.ISt • 17.1 s,, 
ca-irwd S1lar1N 151.901 ISi.Oii 1)0 I IJ.500 H.Ht 14.JH 
(n,ployn 11cnrr.1, Sl,115 51.l II 564 17.176 51,IJO 16.156 
Boal,., 11td SuppllN IUOO 14.01' 4.SJI 

Sffllkn 111d Olh•r 
0,.r•l"I E"Pffld!IIINI 104,IJI ll.40l 115.7)4 117.740 ISUll )J.184 

c.1ca10..1i.r 1.511.Ht l,4SJ.049 lll.llS 10.900 Jl.UI Jl,97) 
Ollwr ,,....,m 511ff 5.HJ , .. 

Totalh,....._ UOJ,HI J,!fl.150 115.ttJ Slt,JIJ 500,IJ1 11.415 

1xass (DlflCIHCY} Of ltlVlNl.ffS 
OVH IXP'lND11Ullf5 ~-!l,lJl,1131 ____ JU9.HI) ~ __ lll,7H IU,5011 11.114 110.111 

OIHE& lltMKHi SCI ICIS tuSIS) 
o,.r .. inc Tr...frn In 1.500.000 1.500.000 
Al Othtr Seu-en JS0.000 150.000 

~r1tln1 Tr~nd•n Oul ps.ooot (JJ.150) Cl.lSO) 
Dtbl S.rvic• 

Total Ottwr fln.nclnc Sourcn CUtnJ 1,)2().00Q 1.500.000 ~----- llS.000 1JI JSO jl.HOI 

lXCESS (OlflCIENCYJ Of llVfNUlS 
OVUt ui,NOIJURES ANO 
O ltifR SOURCES (USES) • J7U11 l.lOO.IOJ • 9>1,715 • ltl,4H JOU14 • 111.411 

ELlfQ WAN<;ES · JULY 1.1000 l.90S.40J 

fUNO IALAHCES · JUNl 10. JOO I s 4.105.505 _!__ _ JOJ.914. 

T~ Noln lo f !Mnclll SIMffllffllt It~ "' 1nt•1r1I pan ol thlt II ollffllffll 

4) 

' 

' 

SIAUMENI J r.,, 4 014 

TOf Al S jMlMOIANDUM ~l YJ 
VAAIANC( 

fAVClll.t.ll l 
BUDGlf ACJUAL !!!IAV I 

J.SJUH ' l.l11.l91 ' Ht.097 
4.411.941 4.490.0IJ 171.IJS) 
1.11&.lJO 1.11!..JSt )0.114 
U!e.ll5 4.0JUJJ tlJ.10 

1.565.444 111.194 r 11.050 
J,191.959 1.141.114 JU.615 

HUil SU.415 fltll 

17,151,515 15,JlJ.515, ~--1.tU_A)O()_ 

u,nuu, 1511.Ufl . ___ J_ff,144 

1.500,000 1.500.000 
150,000 JS0.000 
(]5.000) (H.150) CI.JSOI 
170.0001 (6'1101 jJ.6511 

1.655.000 1.,s,,eo, ··~ 
Jff,Jl1 1.090.JSI ' 194.0SI 

4,901.IJJ 

.!_____l, HJ ,005 



Sll\lfMfNI 4 
r~,, I .JI l 

CI\PISTRANJ UNIFIED SCOOOl DIS TRICf 
COMIIIHING WA~l Hf I 
CMII~l f!Qll(U fUta 

JUN{ JO. JOO I 

STl\ll COONIY 
(I\Pll,\l SO«:>OI. SHCll\l SC.._'Ol COMMUNIIY 

lllllOING llllllOING f l\ClllllfS lll.lllOING RlSfM IAClllflfS fl\ClllllfS 
fUNOll fUNDll FUND FUND HIND fUNO DISIRICI 11-1 

t.mll 
uth llld lnvftllllfflll 

Cat111n c-y ,~-,, • 10.llt.lH • JO.U4,JO • 14.ULlm • J.441.lJJ • 1.IN,045 • 1.IJ9.Jlt 
Uthlftlbnli 
(,th with FIKII Alffll I 
lnvntllWIICI )4.t54,00 

Ac:counu ltttffi•lt 
loc,I SouKft Jt.705 IIUH l.Otl.l 14 JO.HS JJ.11 J JJ.54S U4.1JO 

Ot. frona O.hn F undl 65,,05, 

fOIAl "55El5 • 10.)61.1)1 • J0,450.171 • 16,414.ott .....!_____!,_461 .66) • J.lt).61) • 1.111,114 • H.JOI.JII 

L.161111115 Alll llltl2161611:U 
llllollllln 

Alca.11Pa,IIM I tll.)IJ • I.lit • 51.101 • JJ.SU • JIUJO • ).141.JOt • Jtl.901 

Ow to Ollwr '"'* .... 6505 

, ..... lWilllln tJJ.lU UH I01141 JJ ,.. lU,110 J,]IJ.()64 )91.901 

fund e.ilflCN 

0,twr O!tllftallonl 9.HUSS J0.446,IIOI IUSJ,941 J.04,071 J.OJO.JO u~.110 
~fd H,9091110 

Ta1,lfund~n 9_,34U55_ JQ.446.901 IU5U4l J,04,071 7.010.JO _______ !!~WQ lUQUto 

TOTAl llAIILITIES MO 
flJND BALANCES ' 10.lllUJI .. s J0.450.117 • 11,414.0 .. • J.461 .66) • 1.ltUIJ • 1. IIJ,114 -· H.JOl.711 

Th, Noln to ll!Uncut SUtffllffltt .,, M lnlrtfll plrt ofthlt 1c.ttfflffll 

•• 



SfAHMlNf 4 
rJ1,1o11 

CAPISJAANO UNIFIED SCHOOi.. DSTRICT 
'QMl!ltltii IA&Atl;l 5tlll 
l:APIIM, PROJECU (Ut,ES 

JUNE JO. lOOI 

COMMUNITY COMMUNITY COMMUMJY COM\4UMTY COMMUNIJY COMMI.NTY 
FAOllflt:S fACN.llllS fAOUTIES FAClllU fAClllllS FACIUIIS 

DISTRICT H-1 DIS JRtC T 90-1 DISTIIICJ 90-l OISJRICJ tl I DISJIIICf 111-1 DISIRICJ H-> TOJAI.S 

MSill 
CHI .met lnw.c-• 

C:- In Cooney r,,....,., • 1 • • • • 1 JUSS.10) 
CMhlnS.nl 5UIII 104.141 JJ I.Ht SJS,664 
c-,, Mlh ft,,cal Alffll J J I 4 54 JJ 
In--• 1.1114.454 I J.Ol>.1119 114.Sll IJ.IJUSI 7 l.7JJ.)4} IJUll.tol 

Acroun11 Rttffl,~ 

loc1I Sciurcn )J,695 45.SJl 14,Jlt ... J.IU.7tJ UOl,OJJ 
OwfrmiOIIINflllld& es ISS 

TOJAL ASS(JS • 1,1111,ISl • IJ.ll7.J9l_ - ·- __ lll.)_11__ __ L - IUIJ.0)0 • J7),5SJ ~.,,e.o .. • )OUJUJJ 

UYB.1116 M12 ILR 11A1ANCl5 
l ....... ln 

AccOlft1P1ylMt • SJ.Ill • UJJ.111 • l.}!U • 48.UO • • 410,,0J • J.IJUl1 
Dllt lo Olliff ,_. '1101 

JOlallliMlln ___ SJ.Ill l.UU7CI UH 48,UO 410.90} _J,19_5_,HI 

flllkl llllancn 
Oihn Dnlcn,ilonl 11.HUJS 
~ ..... td 1.948.0H 10,599.S 16 161.110 I J111k111 IO Jll.UJ 14.UUIJ 116,JI I .OOJ 

lout Fuftd IIM,ncN 1.946.0H _ I_O,Sft_SLII_ 117,llO I J.166.110 l1 J.55J __ 1_4.US.IIJ 1,1.,1,.u, 

lOJAl llAMLITIES AND 
flM> BAI.ANC:U • 1.991.!Sl • Ll.llUtl_ • l61.J1J • IUIJ.OJO _S __ J1J.HJ • 74,IN,011 L 105,IJSAlJ 

Tlw Notn 10 finMilul S11lffllffll1 •rt .. ifllrer•I pa11 of 1hlt 11a1"""'1 

49 



SUllMlNI S 
P .. , I ol J 

CAPISTRANO UNIFIED SCHOCll OISTRICI 
CQMlllt:llii 11!1 Atl!;;l 5lllU 
CA~IALel!QICISfUflt)S 

JUN( JO. JOO I 

SIATE COllNIY 
CAJ'II Al SCtlOOL SPfCIAl SClll"'tOI. CQMMUtflY 

llllllOING IIULOING fACIUIU -DING RISlRVl JACILIIIIS JACllllllS 
fUNDll HIND J1 FUND FUND FI.N) FUND DISlltlCI 11-1 

l!MWll 
Ollw, Sl•r l!r<fflllft 

Scflool f 1Cllllln Af,po,l lomwnl j_ ___ _!___ --· - --- ___ ·_ --'--- ,~1.>00 • • 11.80.11 J 

Ollw, l DC al llnfflllft 
~urtd Roll 14,JI0.6H 

""""' 1nn• 4~UJJ IJ0.01 (JU.IHI ouos SS4.tol I.JI Ult 
Mlll111~/0...tlopfr F- 4.IU.401 
Al Ollwr loul !Ir<..- 181 

T oul lorll lt-.n IJJ.Hi 4Sl.l1J s.Hi.lis jH3.IHJ 4H.i0s m.toi -·n.HrtTJ 

Toul~ 7H.J18 HI.IJJ s.so.,,s 1Jt.!!J4 4JJ.toS u.>00.e11 IUll.tlS 

UPltQJU11E5 
ClnolflNls..tlN 11.SH IH.Jt1 
hiployttllmrtl• IMO ,e.s11 
....... Slwln IJJ 

Strwn _, °'"" o,«•11111.,_.._ ll.101 11.195 710.415 II.He ,.114 10.115 lSUll 
,,,,. •• O.Cby SIJJt.114 ·~J,909 IJ.800.IOI 1101.11• 14.HU8J J.111:Bi 

to1.i ropm,11- s,u,.eu IIHS ITS.104 ,u,,.m i,Ot,Hi IUo.m J.41J > 
EllCESS (OHKIENCY) Of ltEVENJlS 

OV( R EXPl NOi TURES (4.704.JJ8J Hl.91' J,SH,111 (IJ.IJJ,S411 (t.OlMHI (l ,(M ... ~,, ___ IJJll,lH 

C!Itll! (INANCH:i SOUKU O..ISUI °"" ....... Tr....,.,, ... }1.380 Hl.lH 
Procttd. Inn S1k o( llondl J9.fft.9JO 
0prr.11 .. , ,,_Im Oul (JU'°! 
D,1,1 Sc-MU , .. lll4ll jl 1.HU!!J 

1o1.i Ollwf flnMk"lnt Sourrn (Uw'II lt.HUJO 1140,HlJ ih,lli p 1,)60) IIJ.HU@. 

oass (OHKl(NCY) OF RIVENUES 
O\llR EXPOOTURE5 ANO Of HER 
SOURCES (USESI (4,704,Hfil 10.446.908 J.71'.009 (ll.lH.HI) (10,410) l).06J.ll8) ff,Jlt.lJ1) 

JUND RAUNCES · AJLY 1. lOOO 14.0S0,991 IUU.9JJ 18.]971619 J ,I JJ.161 1.011.1}8 JUlt.011 

f11MHl,•,1M:lUS · JJNE JO. l'OOI s __ 9.J46.6SS s J0,446.!IOI ' 16.1SU4l s J.414.01, • J ,OJO,J4 J ' •• ,~.110 ' l!_.909,IIO 

llw Noln to fln111Cl1I SIMffllffll• •rr III lnlr•11l p111 o41hll t1altmml 

50 



SIAllMINf 5 r• J o11 
CAPISlRANO lNfllD SCliOOl DISTRICT 

CQMIINNG RALANCE SHEET 
CAfHAI PIIQJJCJ5 fUNQS 

JUN( JO. 1001 

COMMUNIY COMMUNJY COMMUNIJY COMMUNfY COMMUNllY COMMUNIY 
FAClllTIES FACILITIES FACILll•S FACIUIIES FAClllllfS FACILIIIES 

DISTRKI U I OISJRICJ 80-1 OISlltlCT IQ.l DISTRICT fl.I OISTltlCT 94-1 OISIRICT H-l IOIAlS 
RMWU -

Olhn S1•1t Rtvmlft 
SchoolfKililinAppoltlonmrnl I S -· -- '------ S I I ll.S91.91J 

Ollwr lonl Rnt-nuN 
S«urtdltol 1.J50.H9 J.604.llJ JD.570 l,J10,Jlt 115.590 l.606.JJJ lU90.4t1 
lntnnt H.146 1lt.ll7 11.0JO 614.604 61t 4.5lt,4U 10.UI.SOII 
M1tJc,1llonlOtvclopff Fttt 4.7 IJ.407 
All Olhtt loc,11 Rna111t 194 tSS 

Ta1,1lloc,1I~ l,Hl,119 UJJ,5!0 3101600 l.954.IJO 171,IH 7,IJf.)05 J95U.JJI 

focal it-nun 1.H1.U9 _4.JJJ,UQ_ JI0,600 USUJO 111.IH 1.IJ6.l05 __ 5_l.llO~JII 

JJPENQ UBS 
C~Sal.ariN 1!11.HJ 
ltnployttltMIII JI.HI 
loob ...i Supplln • Jl 
s-tfn,ndOllwr()pttM ... hpmcll11m IJJ.111 (19) llt.170 114.441 4.557 IJJ.151 I.SIJ.11f 
C..,tOutlay fJ.JIJ 4,01.037 417,JU 1411113 11.401,141 IU51.tH 

T111alhpcndllwct 196.5()4 - -- 4.457.011 m ... ,, lll,604 4.5!U 1Uh.90S ~---!UQf.646 

UIClSS (OEFICIENCY) Of REVENUES 
OVEIUXPENOIIURES 1,150.1!5 _ _1ill,52fl (IN,5951 Ull.ll6 111.1141 fll.Jlt.100! ___ ill.011,JJSI 

QTHER FINANCING 50URCf$ ftJSESI 
Op«Mlnl Tr-Ins In toJ.41J 
Pro«r.t1dr(lffl 5.,1, of llcnd& lt.tff.t JO 
0ptt•1nslr-'r11CM lll.Je(Jt °"" Snvlcf (1,065,600! (UH.IOI) U.111.4151 15,111,IUI UJ.Jlt,9111 

ToulOlhnFlrundn1Soun:n(U1N) __ ll,()65.~ 1).131.I_C)ft (l.ltt.4751 (5,911,IUI ~-~J,S5l.1Jt 
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STATEMENT 7 
CAPISTRANO UNIAED SCHOOL DISTRICT 

,~elNffi &ALAN!:f SH~ET 
PROPRJET ARY BJNQ TYPE 
INTERNAi, SfRVIQ; FUNQS 

JUNE 30. 200 I 

HEALTH PROPERTY 
AND AND WORKERS' 

BENEATS LIABILITY COMPENSATION 
RJND FUND FUND TOTALS 

ASSETS 
Cash 

Cash in County Treasury s 5.938.656 s 2.410.230 s 7, 140.819 s 15,489.705 
Cash in Revolving Fund 30.000 250.000 280.000 

Accounts Receivable 
Local Sources 127.050 4.518 26.944 158.512 

Due from Other Funds 692.194 750.000 130.848 1.573.042 

TOT AL ASSETS $ 6.757.900 s 3.194.748 s 7.548.611 s 17.501.259 

LIABILITIES AND FUNQ EQUITY 
Liabilities 

Accounts Payable s 22.516 s 28.679 s 74.437 $ 125.632 
Reserve for Open Oaims 902.779 3.958.298 4.861.077 
Due to Other Funds 1.471 2.224 1,439 5.134 

Total Liabilities 23.987 933.682 4.034.174 4.991.843 

Fund Equity 
Retained Earnings 

Reserved for Revolving Fund 30.00J 250.000 280.00J 
Other Designations 6.733.913 2.231.066 3.264.437 12.229.416 

Total Fund Equity 6.733,913 2.261.066 3.514,437 ll,509.416 

TOT Al LIABILITIES ANO 
FUND EQUITY s 6.757.900 s 3.194,748 s 7.548.611 s 17.501.259 

The Notes to financial Statements are an inttgral part of this stattment. 
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STATEMENTS 
CAPISTRANO UNIRED SCHOOL DISTRICT 

,~B!NING ST ATfMENT QF REVfNUf~. E~P~g~ AN~ 
CHANGES IN RET AJNED EARNIN~S 

PROPRJET ARY FUND TYPE 
INTERNAL SERVICE FUNDS 

JUNE 30. 200 I 

HEALTH PROPERTY 
AND AND WORKERS' 

BEN EATS LIABILITY COMPENSATION 
FUND FUND FUND TOTALS 

Operating Revenues 
In-District Premiums s 21.866.884 s 750.CXX> s 3.530.536 s 26.147.410 
All Other Fees and Contracts 5.660 51.463 57.1.23 

Total Operating Revenues 21.872.544 801.463 3.530.536 16.204.543 

Operating Expenses 
Oassified Salaries 111.353 82.507 63,703 257.563 
Employee Benefits 40.914 29.985 ll.369 92.168 
Books and Supplies 5,174 4.255 7,945 17.374 
Services and Other 

Operating Expenses 20.657.451 995.180 4.579.237 26.231.868 
Total Operating Expenses 20.814.892 1.111.927 4,672.254 16.599.07 3 

Operating Income (Loss) 1.057.652 (310.464) ( I. I 4 I. 7 I 8} (394.530) 

Non-Operating Revenues 
Other Local Revenues 157.769 139.595 414.065 711.429 

Net Income (loss) I .l 15.421 ( 170.869) (7 17 .653) 326.899 

Retained Eamine, · July I . 2000 5.518.492 2.431.935 4.232.090 12.182.517 

Retained Eamini5 • June 30, 200 I s 6.733.913 s 2.261.066 s 3.514.437 s 12.509.416 

The Notes to Financial Statements arr an inttgral part of this stattmfflt. 
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STATEMENT 9 
Page I of 2 

CAPISTRANO UNIAED SCHOOL DlST~CT 
'QM131N~ ST~ TEMOO: QF ™H FLQ~S 

PROPRJEIAKl: FUNQ TYPE 
INTER~L SE~I~ BJNDS 

.AJNE 30. lOOI 

HEALTH PROPERTY 
ANO AND WORKERS' 

BEN Ems LIABILITY COMPENSATION 
R.JNO FUND R.JND TOTALS 

Cash Flows from O~rating Activities 
Cash R«rived from Prtmiums s J l.7Sl.066 s 1.350.000 s 3.Sll,834. s 26.654.900 
Cash Received from Other Fees 

and Contracts S.660 51.971 57.631 
Cash Paid for Salaries (111,363) (82,094) (63.554) (257 .011) 
Cash Paid for Benrfits (57.183) (29.851) (21.311) ( I 08.345) 
Cash Paid for Books and Supplies (5,ll8) (4.255) (7,707) (17.090) 
Cash Paid for Oaims (l0.643.5l6) (455,000) (5.669.409) (26.767.935) 
Cash Paid for Other 

Operating Expenses (2.2l2) (641.949) (72.224) (7 16.395) 

Net Cash Provided (Used) by 
Operating Activities 968.304 188,822 (l.311.371) (1.154.245) 

Cash Flows from Investing Activities 
lntrmt Income 156.100 146.327 445.130 747.557 

Net lncrea~ (Dttrtase) in Cash 1,124.404 335.149 ( 1.866.24 I) (406.688) 

~ · July I. 200::, 4.814.252 l.105.081 9.257.060 16.176.393 

~ · June 30. 200 I s 5.938.656 s l.440.l30 s 7,390.S 19 s 15.769.705 

Thr Notes to Financial Swrmrnu arc an integral pan of this statrmrnt. 
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CAPtSTiANO UNIAED SCHOOL DISTRICT 
l:QM~IN~ ilATfM~T Qf ,ASH FLQWS 

PRQfRIE!ARY tYNQ TYPE 
INTERNAL SIRV!Q: EU~l2S 

JUNE 30. 200 I 

Reconciliation of O~ratine Income floss} to N<t Cash Provided fUstdl by Opfrating Activities 

HEALTH PROPERTY 
AND AND WORKERS' 

BENEflTS LIABILITY COMPENSATION 
FUND FUND FUND 

Operating lncorM (Loss) s 1.057.652 s (310.464) s (1.14 U 18) 

Adjustfflfflts to Reconcile Operating Income {loss) to 
Net Cash Provided (Used) by Operating Activities: 

(Increase) Decrease in Accounu Receivable (10.263) 508 33 
(Increase) Decrtase in Due From Other Funds (74.555) 600.000 (7. 702) 
Increase (Ottreast) in Accounu Payable 12.367 (16.336) (177.785) 
Increase (Decrast) in Due to Other Funds (16.897) (363) (307) 
Increase (Decrtase) in 

Raerves for Optn Claims (84.523) (983.892) 

Total Adjustments (89.348) 499.286 (1.169.653) 

Net Cash Provided (Used) by 
Operating Activities s 968.304 s 188.822 s (J.311.371! 

T~ Notes to Financial Statements are an integral part of this statement. 
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STATEMENT 9 
Page J of:'.! 

TOTALS 

s (394.530) 

(9.711) 
517.743 

(181.754) 
( 17 .567) 

{ 1.068.41 S) 

(759.715) 

s p. I 54.245) 



ASSETS 
Cash 

Cash in County Treasury 
Cash on Hand and in Banks 

Accounts Receivable 
local Sources 

Due from Other Funds 
Other Current Assets 

TOT Al ASSETS 

LIABILITIES A.ND FUND BALAN'ES 
Liabilities 

Accounts Payable 
Due to Student Groups 
Due to Other Funds 
Other liabilities 

Total Liabilities 

Fund Balances 
Other Designations 
Undesignated 

Total Fund Balances 

TOT AL LIABILITIES AND 
FUND BALANCES 

CAPISTRANO UNIAEO SCHOOL DtSTRJCT 
COMBINING BALANCE SHEET 
TRUST AND AGENCY FUNDS 

JUNE 30. 200 I 

DEFERRED 
COMPENSATION RETIREE 

FUND BENEFTTS 

s s 5.998.058 

::22.909 
500.CXX, 

1.996.448 

s 1.996.448 s 6.520.967 

s s 3.326 

37 .527 
1.996.448 

1.996.448 40.853 

6.480.114 

6.480.114 

s 1.996.448 s 6.520.967 

STUDENT 
BODY 

FUNDS 

s 
1.343.820 

13.821 

s 1.35 7 .641 

s 190,445 
957 .929 

1.148.374 

209.267 

209.267 

s 1.357,641 

The Notes to Financial Statements are an integral part of this statement. 
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ST A. TEMENT I O 

TOTA.LS 

s 5.998.058 
1.343.820 

36.730 
500.CXX, 

1.996.448 

s 9.875.056 

s 193,771 
957.929 

37 ,527 
1.996.448 

3.185,675 

6.480.114 
209.267 

6.689.381 

s 9.875.056 



CAPISTRANO UNIFIED SCHOOL DISTRICT 
COMBINING STATEMENT OF REVENUES, EXPENDITURES 

AND OiANGES IN FUND BALANCES 
EXPENDABLE TRUST FUNDS 

FOR THE ASCAL YEAR ENDED JUNE 30. 2001 

RETIREE STUDENT 
BENEFITS BODY 

FUND FUNDS 
REVENUES 

Other Local Revenues 
Interest s 363.424 s 
In-District Premiums 155.717 
All Other local Rev~ 2.057 .431 

Total Revenues 519.141 2.057 .431 

EXPENDITURES 
Services and Other Operating Expenditures 506.445 2.109.884 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES 12.696 (52.453) 

OTHER FINANQN~ SOURCES {USES) 
Operating Transfers In 500.000 

EXCESS (DEFIOENCY) OF REVENUES 
OVER EXPENDITURES AND 
OTHER SOURCES (USES) 512.696 (52.453) 

FUND BALANCES · JULY I . 1000 5.967.418 .261.720 

FUND BALANCES · JUNE 30. 200 I s 6.480.114 s 209.267 

The Note to Financial Statements are an integral part of this statement. 

ST A TEMENT I I 

TOTALS 

s 363.424 
155.717 

2.057 .431 
2.576.571 

.2.616.329 

(39.757) 

500.000 

460.243 

6 . .2.29.138 

s 6.689.381 



ASSETS 
Petty Cash 
Cash in Checking 
Cash in Savings 
Accounts Receivable 

Local Sources 

TOTAL ASSETS 

LIABILITIES AND FUND BALAN,ES 
Liabilities 

Accounts Payable 
Due to Student Groups 

CAPISTRANO UNIAED SOiOOL DISTRICT 
COMBINING BALANCE SHEET 

STUDENT BODY FUNDS 
JUNE 30. 200 I 

HIGH MIDDLE 
SCHOOLS SCHOOLS 

s 600 s 264.249 
771.345 
30:2.358 

13.821 

s 1.088.124 s 264.249 

s 165.849 s 24.596 

Beginning Balance. July I , 2000 771.798 81.872 
Receipts and Incoming Transfers 3.447 .853 316.:249 
Disbursements and Outgoing 

Transfers 3.355.969 303.874 
Ending Balance. June 30. 2001 863.682 94.247 

Total Liabilities 1.029.531 118.843 

Fund Balances 
Undesignated 58.593 145.406 

TOTAL LIABILITIES AND 
FUND BALANCES s 1.088.124 s 264.249 

ELEMENTARY 
SCHOOLS 

s 5.268 

s 5.268 

s 

5.::268 

s 5.268 

The Notes to Financial Statements are an integral part of this statement. 
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ST A TEMENT 12 

TOTALS 

s 270.117 
771.345 
302.358 

13.821 

s 1.357 .641 

s 190.445 

853.670 
3.764. IOJ 

3.659.843 
957 .929 

1.148.374 

209.267 

s 1,357 .641 



ST A TEMENT I 3 
CAP1STRANO UNIRED SCHOOL DISTRJCT 

CQMBININ~ ilAilMENT OF REVENUES, EXPENDIT!JRES ANQ 
CHAN~ES IN FUND BALANCES 

ilUQfNT BQ~Y FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30. lOO l 

HIGH MIDDLE ELEMENTARY 
SCHOOLS SCHOOLS SCHOOLS TOTALS 

REVENUES 
Athletics s 193,593 s s s 193.593 
ASB Dances 194.591 (41) 194.550 
Activities 3.556 17.063 995 31.614 
Student Body Cards l57 .l64 l57.l64 
Magazine Sales 951.499 951.499 
Yearbook 61.670 61.670 
Interest 38.31 J 6.494 44.806 
Fundraisers ll.4J9 l::2.4::29 
Other 131.689 168.317 300.006 

Total Revenues 841.434 l.ll5.00J 995 2.057.431 

EXPENDITURES 
Athletics 314.989 324.989 
ASB Dances 175.981 44.019 220.011 
Activities 57.352 60.261 3.324 120.937 
Magazine Sales 661.090 661.090 
Yearbook 57.870 57.S70 
Educational Class/Gifts 15.143 49.366 64.509 
Assemblies and Awards JI, I ::27 l5.4l4 46.551 
Fund raisers 3.000 3.000 
Other ::266.S 13 344.114 610.927 

Total Expenditures 864,406 1.l4l. I 54 3.324 l.109.884 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES (2l.97l) {:27.15l) (l.319) (51.453) 

FUND BALANCES · JULY I . 1000 81.565 172.558 7.597 l61.7l0 

FUND BA!,.AN,ES· JUNE 30. lOO I $ 58.593 s 145.406 s 5.168 s l09.l67 

The Notes to Financial Statemenu are an integral part of this statement. 
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SIAllMlNJ 14 
CAPISTRANO UNIFIED SCHOOL OISJRICl 

!::QMR:I~ IALMKl itlfl 
~IW.f~I IOQ)'. FUNDS 

HIGH SCHOOLS 
JUN£ 30. JOO I 

ALISO CAPISTRANO DANA SAN SERRA 
NIGUEL VAL LEV .. u CLEMENTE HIGH 

HIGH HIGH ~ t-lGH SCHOOi. 
SCHOOL SCUOOl SCHOOi. SCHOOi. CONTNJAIK>N 101 ALS 

MSf.ll 
P,uyCash s $ 600 s s s s 600 
Cash In Chn:klnt 165,501 119.584 l91.94J Ill.HI J.449 111.3-45 

Cash In Sao.in11 15.000 77,HI l00,000 30),351 
Account• R,crivabl, 

local Soun:11 13.8]1 IJ.lll 

TOJAl ASSETS t 165,508 $ 16Uts s 319.lOI s Jll.911 s J,449 I I.OH.ll4 

IIASIIIIS AW BIND &Al.W::ES 
llabllltlft 

Account, Payablt s 75.0ll s 5,667 s 18,911 s 66,llJ i s 16U49 
Dur 10 S1udtn1 GrOUpl 

Btelnnlne 13,lancf, July I, JOO() 61.035 145.:;36 170,601 ll7.6l8 7 71.791 
Rn:ripu and lncOffllng T raMltn 141.685 687.349 1.445.llS 516.534 J.-147,15) 

Obbur#flltnll and Out,olns Tr.1nalrr1 j7l6.501 j616.675J p,4l3.451J !519,3~ 1uss.9&91 
Endinl lblancr. Junt 30. lOOI 90,177 198,llO l9l.435 184.160 l6Ull 

T ocal llabllltin 165,105 lOl.171 311.416 351.0H 1,0]9,SJI 

Fund Bal.lncff 
Unclnlptt'd 30J (U.1~ 51,785 30,949 l.449 51.593 

IOTAL llABllTIES AND FUND BALANCES $ 165.508 s 161.985 s 369,lOI 
-·~--- --1!!_.9~1 

s l.449 s I.Oii, I l4 

TM NotN lo financial Stalrmmu arr an inlttral pan ol 1hi1 1111,mrnl. 
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STAIEMENJ 16 

Pa1t I of l 
CAPISTRANO UNIFIED SCHOOi. DISTRICT 

~ 
SIUQHH BODY EUWS 

MIDDLE SCHOOLS 
..U..E 30. lOOI 

AllSO DON.JUAN BERNICE MARCO lAS 
VIK) AVllA AYlR FOIISTER HORES 

MIOOLE MI001.f r.tOOlE MDOU MIOOI..E 
SCtlOOI. SCHOOL SCHOOL SCHOOl SCHOOt 

ASSill 
u,h In Ch«ldn11 I H.847 s 31.00l I U,459 s 30.Sll I 35.591 

TOTAL ASSETS s lJ,147 s 31.00l I 38,459 s 30,Sll I JS.598 

LIABILIIIIS AW ElHJ aALANCtS 
liabilltin 

Attcu11, Pay.-. s 5.000 I 17,089 s I • l.507 
Dur 10 Sludnll Group. 

llftimna 11,bncr, July I. lOOO UJJJ 11,191 7.664 

Rrttlp11 Mid lncomi"f T randm 46.534 40,511 ll.521 Jl.l30 
Oiarwmrnu and Oul,oln1 T nmlrn S0.695 l9.l85 ll.Jll 35,455 
E11din11 &lancr. Juirw JO, 1001 9.171 11.JH 17,095 4,09 

l otal liat.ililin 14.171 ll.lll 17,095 6.946 

F uod 8al1nCn 
Undni~1rd 9.6111 l.610 l 1,364 JO.SU ll.6Sl 

TOTAL LIABlllTIES ANO FUND BALANCES s l.U47 s 31.001 I 38.459 • J0,518 ' 35,591 

l~ Noln to Financial Stattmtnts a"' an intr9nl part of thit llatrmmt. 
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STAHMl:NT 16 

Pa~ loll 
CAPISTRANO UNIFlfO SCHOOL DISTRICT 

COM!lfjNG ~lANCE HU 
UUDEtH eoor fUN>S 

MIQQLE KOOQL.$ 
JUNE 30. lOOI 

FRED NIGUEL 
NEWHART HILLS SOORECllfFS 

MIDDLE MIDDLE MIDDLE 
SCHOOL SCt-OOL SCHOOi. IOTALS 

MSW 
ush in Chttldna s l9.756 I 39,155 s 35,904_ s l64,l49 

IOTALASSEIS s l9.156 s 39.155 s !5,904 I l64.l49 

LIMIILIIIS ~ EI.Hl RALANCES 
llabililin 

Account• Payablt $ _! ___ ~ s $ )4.596 

Our lo Sludele Groups 
Beginning U.lancr. July I , 1000 I J.111 5,991 l059 II.Ill 
R«dpu and lncomine T ranslfl1 IJ0,944 14.019 34,41 I 316,149 

Disbuntmml1 and Oulaoi"tl 1 randrrs I lti.518 16,464 ll.130 301.814 
Endine S.lancr, .lunt 30, 1001 11.141 3.6ll 30,540 94,)47 

Total Llabililin 18.147 3,6ll 30,540 118.843 

Fund Balancn 
Undnl,na1,d 11,6()9_ !t~ll 5.364 145,406 

TOTAL LIABILIIIES AND FUI'() BA.LANCES s ]9,756 -•-~- 39.1 SS • - ____n,904 I 164.]49 

Tht No1n 10 f1n.1nrial Slat~nwnts arr an intt9ral part of this 11a1mwn1. 
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S11.HMlNT I J 
C1.PISTR1.NO UNIFIED SCHOOL OISIRICT 

C~ltfilSIAllMEHI Of. BfY.EM.lfS £Xl'f.H121IIJl!lS AHl2 CHANGES lll llllt! IIAI AHCEi 
SIUDltH 8001 U..tiDS 

till2QLl KHOOt.i 
JOit THC FISCAL YfAR ENDIO JUNE JO. lOO I 

ALISO DON JUAN BERNICE MARCO LAS FRlD NIGUll 
V1UO AVIU AYlR FOltS1H llOltES NlWH1.lT HlllS SHOIIICllffS 

MIOOlE MIDOL( MDOU MIDDLE MIODU MIDDLE Ml>DU MIOOU 
SCHOOL SCHOOL SCHOOL SCHOOL SCHOOi. SCHOOL SOIOOL SCHOOt. T01ALS 

m'1Ml1U 
DMl<ft • ' 95 ' I HS I 919 I Hl I 1u111 I I , .. , 
AdiYllln _, Awri 1111 uoo 19.191 HO I.let ).090 H.OU 
M .. uiM H.t65 ll.110 9J.9H 119.ltl IJO,SJI 161,00 111.)9) I ll.1]4 951.499 

'WH~ l l.104 JUH 6t.el0 

lnll'fnl 1.491 I.J11 151 580 IJI 1.419 6.494 

Otlwrt 1,001 11461 JU34 7J,15S JJ.fSI 1.I09 10111 1.199 IH JI! 

, ... ,...,_ tf.4_1Q_ __ Jll,440 ll4.!_64_ 114.115 1n.oso 116.1111 111.140 l_l!,41J l.l 15.00) 

IXPEHDIIUBI$ 
o ... ee UIJ J,419 uos ).101 10.015 lH 10.1 ll 1.IJI 44.0)9 

Mtlvilln ••••• 190 SIJ ll.111 Ill.HO l.0111 1.050 I0.)61 

Ml,ulM SUll 41.199 61,14) JU55 9),405 111.001 llUll 11.IH Hl.090 
Yurt.ool ll,4H JI.Ill 51.110 

lduc•t1..,.i Clftl/Gil11 1.106 JS9 I.JI! 11.119 10.951 5.114 49.J61 

AtMlllblic'I ....t '-••rdo 4,411 J.116 4.441 uu ),410 J.591 1.544 JS.04 

Oilwrt 50.164 II.ISi 44.111 IJ l.1 l4 H.HI JJ.JIO JI.HO lJ,64S J44,114 

Tac..t (,q,tndilurn 1_1_4,lll 16.160 ll 1.JSI ___1!1,586 I lil_._J_ll_ 154.0Jt Hl.Q!.6 ll5.9!9 1.Hl.1~4 

UCESS (OOICllNCYI OF REVENUES 
OVlR lXP(NOIJURES (ll.156) 1.610 J,501 (lJ.6911 16.H, 1l.9U (IJ.1161 (1.4911 (11.1 Sll 

f UNP Ul ANClS · All Y I, JOO> ll.9Jl 11.ISI S4.119 I).) 14 l'l.lBI U.109 ll.HI 111 SSI 

flliD BAHNCES · AJNE JO. 100 I _! __ 11,611 I }.HO I 1 I.J64 I JO.SH I lUSl ' 11.609 I IS.SH I 5 .••• ' 145.406 

Tht Notn to f in.1ncial S1a1rmrn11 arr an intr11ral pan of lhi1 atattmrnt. 
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ASSETS 
Cash in Banks 

CAPISTRANO UNIAED SCHOOL DISTRICT 

COMBINING BALANCT SHEET 
STUDENT BODY FUNDS 
ELEMENTARY $0::f00LS 

JUNE 30. 2001 

BARCELONA 
HILLS SANJUAN 

ELEMENTARY ELEMENTARY 

s 5.213 s 55 

LIABILITIES ANQ FUND BALANCES 
Liabilities s s 

Fund Balances 5.213 55 

TOTAL UABILmES AND 
FUND BALANCES s 5.213 s 55 

STATEMENT J 8 

TOTALS 

s 5.268 

s 

5.268 

s 5.268 

The Notes to Financial Statements are an integral pan of this statement. 

70 



REVENUES 
Activities 

EXPENDITURES 
Activities 

CAPISTRANO UNIRED SOfOOL DISTRICT 
COMBINING STATEMENT OF REVENUES. EXPENDITURES 

AND Q:IANGES IN FUND BALANCES 
STUDENT BODY FUNDS 
ELEMENTARY SCHOOLS 

FOR THE ASCAl YEAR ENDED JUNE 30. 200 I 

BARCELONA 
HLLS SAN JUAN 

ELEMENTARY ELEMENTARY 

s 9:26 s 69 

1.355 1.969 

EXCESS (DEAOENCY) OF REVENUES 
OVER EXPENDITURES (4:29) (1.900) 

FUND BALANCES · JULY I • 2000 5.642 1.955 

FUND BALANCES · JUNE 30. 100 I s 5.:213 s 55 

The Notes to Financial Statements are an integral part of this statement. 
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STATEMENT 19 

TOTALS 

s 995 

3.324 

(2.329) 

7.597 

s 5.:268 
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MEMBER 

Crysta I Kochendorfer 
Shelia J. Henness 
John J. Casabianca 
Sheila J. Benecke 
Marlene M. Draper 
Mike Darnold 
Dr. Duane E. Stiff 

Or. James A. Fleming 
Margaret LaRoe 
Carleen Wing Chandler 
Austin Buffum 

CAPISTRANO UNIAED SCHOOL DISTRICT 
BOARD OF TRUffiES AND QRGANlZA TION 

JUNE 30. 200 I 

BOARD OF TRUSTEES 

OFFla 

President 
Va President 
Clerk 
Member 
Member 
Member 
Member 

DISTRICT ADMINISTRATORS 

Superintendent 

SCHEDULE I 

TERM EXPIRES 

November 2002 
November 2002 
November 2002 
November 2004 
November 2004 
November 2004 
November 2004 

Deputy Superintendent. Plaming i Accountability 
Deputy Superintendmt. Business 
Deputy Superintendent. Education 

ORGANIZATION 

The Capistrano Unified School District came into existence in 1965 as a result of the unification of the fonner 
Capistrano Union High School District with its fonner component elementary school districts: namely 
Capistrano. San Oemente and San Juan. The District cun'ffltly encompasses an area of approximately 195 
square miles in Orangt County. serving the communities of Aliso Viejo. Coto de Caza. Dana Point. Laguna 
Niguel. Las Flores. Mission Viejo. Rancho Santa Margarita. San Clemente and San Juan Capistrano. 

For the fiscal year ended June 30. 200 I • the District maintained twenty-nine elementary schools. seven middle 
schools. four senior high schools. one adult school and one continuation high school. 



Elementary 
Kindergarten 
First through Third 
Fourth through Eighth 
Special Education 
Opportunity 
Home and Hospital 
Extended Year 

Total 

Secondary 
Regular Classes 
Special Education 
Continuation Education 
Home and Hospital 
Extended Year 

Total 

Classes for Adults 
Concurrently Enrolled 

CAPISTRANO UNIAED SCHOOL DISTRICT 
SCHEDULE Of A\/ERAGE DAILY ATTENDANCE 
FOR THE FISCAL YEAR ENDED JUNE 30. 200 I 

Second 
Period 
Report 

3.205 
10.994 
16.935 

598 
5 
5 

47 
31. 7 89 

10.633 
292 
121 

6 
15 

11.067 

37 
Not Concurrently Enrolled 536 
Students 21 or Older 54 

Total 627 

Regional Occupation Program 764 

Grand Total 44.247 

Supplemental Instruction Hours 
Elementary 345.97 3 
Secondary 321.952 

Total 667 .925 

See accompanying Notes to Supplementary Information. 
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SCHEDULE l 

Amended 
Annual 
Report 

3.21::2 
11.019 
16.938 

600 
8 
7 

47 
31.831 

10.543 
290 
121 

7 
15 

10.976 

49 
592 

64 
705 

847 

44,359 

380.327 
311,95:2 

702.279 



SCHEDULE 3 
CAPISTRANO UNIFIED SCHOOL DISTRJCT 

SCHEDULE QF INSTRUCTIONAL TIME 
FOR THE FISCAL YEAR ENDED JUNE 30. 200 I 

1986-87 198:2-83 2000-01 
MINUTES ACTUAL ACTUAL 

GRADE LEVEL REQUIREMENT MINUTES MINUTES STATUS 

Kindergarten 36.000 3 I .500 36.000 In Compliance 

Grades I through 3 50.400 45.340 50.625 In Compliance 

Grades 4 through 6 54.000 53.356 54.414 In Compliance 

Grades 7 and 8 54.000 53.245 59.250 In Compliance 

Grades 9 through I 2 64,800 58.998 65.161 In Compliance 

See accompanying Notes to Supplementary Information. 

74 



SCHEDULE 4 
CAPISTRANO UNIAED SCHOOL DISTRICT 

SOIE~LE QF EINA~QAL TRENDS AN[2 ANAL:r'.SIS 
FOR THE ASCAL YEAR ENDED JUNE 30. 200 I 

(BUDGET) 
General Fund 2002 • 2001 2000 1999 

Revenues and Other Financial 
Sources S 285.199.581 S 283.733.764 S 242.825.862 s 222.908.892 

Expenditures 298,623.240 275.518.053 237,269.853 217 .662.558 
Other Uses and Transfers Out 1.050.000 2.882.123 3.459.000 1.558.952 

Total Outgo 299.673.240 278.400.176 240.7:28.853 219.221.510 

Change in Fund Balance S (14.473.659) s 5.333.588 s l.097.009 s 3 .687.3 82 

Ending Fund Balance s 6.519.031 s 20.992.690 s 15.659.102 s 13.562.093 

Available Reserves s 7.229.918 s 9.720.61 S s 7.270,488 s 8.200.996 

Designated for Economic 
Uncertainties s 7.229.918 s 9.720.618 s 7 .270.488 s 8.200.996 

Undesignated Fund Balance s s s s 

Available Reserves as a 
Percentage of Total Outgo 2.41 % 3.49 % 3.02 % 3.74 % 

Total long-Tenn Debt s •• S 284.839.933 s 253.714.071 s 243.975.555 

Average Daily Attendance at P·l 44.630 43.620 42.386 41.01 S 

Although the General Fund balance has increased by 57 .430,597 over the past two years. the fiscal year 
2001-02 budget proiects a decrease of S 14,4 7 3,659. For a district this size, the State recommends available 
reserves of at least 2% of total General Fund expenditures, transfers out. and other uses. Capistrano Unified 
School District has met the State's minimum requirements. 

Average daily attendance has increased by 2.602 ADA. over the past two years. An increase of 1.0 IO ADA is 
anticipated during fiscal year2001-02. 

Based on July I budget. 
• • Not detennined. 

See accompanying Notes to Supplementary Information. 
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CAPISTRANO UNIAED SOiOOL DISTRICT 
K8Et2UL£ QF E~PENOOU!!fS Qf FIDE~L A~~~ 

FOR THE RSCA.L YEAR ENDED JUNE 30. 200 I 

PASS-THROUGH 
FEDERAL ENTm' 

CATALOG INOENTIFYlNG 
PROGRAM NAME NUMBER NUMBER 

GENERAL RJNQ 
U.S. Departmrnt of Education: 
Direct: 

Indian Education 84.0oOA 
Tide VII. Bilingual Education. T riingual Program 84.:2900 
Foreign Language Assisunce Program 84.:2938 
Title VIL Bilingual Education 84.290U 
Title VII. Bilingual Education. Project SAllS 84.:2885 
Title VIL Bilin,ual Education. Project 5T ARS 84.2885 
Title VIL BilinllJal Education. Project SUCCESS 84.:290U 

Passed through the ulifomia Oepartmmt ol 
Education (COE): - ESEA Tide I 84.010 03064 

ESEA Title YI 84 . .l98 03340 ,,. Pl94-14 :2, Education for the Handicapped 
Local Assistanct 84.027 03379 
Pmonnel Development 84.027 03613 
FedttalPr~ 84.027 03430 
Program Specialist 84.027 03.379 
Preschool Local Entitltmmt 84.173 03682 
Project Worl<ablilty 84.0.J7 03705 

Title II (Eisenhower) 84.281 03207 
Title IV (Drug Fm Schools) 84.186 03453 
VA TEA. Title D. Part C 84.048 03577 
~rgency Immigrant Education Program 84.162 03159 
~~~ School Rdorm Dffl'ionstratio 84.33lA 03966 
Fedtral Cass Siu Reduction 84.298 03073 
Charur Schools Grant: 84.282 03150 
Mediul 84.unlwwn NoPCA 

Total Department of Education 

Passed through tht California Department of 
Rehabilitation: 

TransitionPartnenhipProgram 84.128 NoPCA 

,,. Major Program 

See acc~ying Notes to Supplementary Information. 
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SCHEDULE 5 
Page I of :2 

PROGRAM 
EXPENDITURES 

s 6:2.783 
:231.000 

70.258 
45.997 

I 7 3 • .J09 
162.27 3 
242.157 

1.334.600 
132.198 

2.763.763 
11.552 

209,638 
75.000 

139.421 
174.155 
135.970 
200.307 
117,959 
285.488 
170.005 
597 .354 

17,500 
62.714 

7,415.301 

153.894 



CAf>ISTAANO UNIRED SCHOOL DISTRICT 
SCHEDULE OF EXPENDITURES Of FEDERAL A WARD$ 

FOR THE FISCAL YEAR ENDED JUNE 30. 2001 

PROGRAM NAME 

U.S. Department of Labor. 
Passed through Orange County: 

W1A Youth Program 
JTPA • SY£TP 

T oral Department of Labor 

Frderal Emergency Manasemmt Agency: 
Passed through California Office ot Emer~ncy 
Services: 

FEMA • Hazard Mitigation 

Total General Fund 

ADULT FUND 
U.S. Department of Education: 
Passed through COE: 

Adult Basic Education Basic 

CAFfTERIA ACCOUNT 
U.S. Department of Agriculture: 
Passed through COE: 

• National School Lunch 
• Esp«ially Nttdy Breakfast 
• Basic Breakfast 

Total Department of ,l.griculturt 

CHARTER SCHOOLS FUND 
U.S. Department of Education: 
Passed through COE: 

Charter Schools Grants 

Grand Total 

• Major Program 

FEDERAL 
CATALOG 
NUMBER 

17.:250 
17.:250 

83.548 

84.002 

10.555 
10.553 
10.553 

84.282 

PASS-THROUGH 
ENTITY 

INDENTIFYING 
NUMBER 

23422 
0342::l 

NoPCA 

03974.03977.03978 

03523.03524 
03526 
03525 

13150 

Stt accompanying Notes to Supplemtntary Information. 
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SCHEDULE 5 
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PROGRAM 
EXPENDITURES 

17 3.621 
329.548 

503.169 

13.315 

8.185.679 

158.001 ------

1.939.282 
179.786 
62.669 

2.181.737 

97 .275 

S I 0.622.692 



SCHEDULE 6 

CAPISTRANO UNIAED SCHOOL DISTRICT 
RECONOllA TION OF ANNUAL ANANCIAL AND BUDGET REPORT (THE FORM) 

WITH AUDITED FINANQAL STATEMENTS 
FOR FISCAL YEAR ENDED JUNE 30. 200 I 

June 30, 2001 Annual Financial and Budffl 
Rg,ort [~ Forml Total Liabilities 

Adjustm(nts and R«tassifications 

I~ {D«reast) in T oul Uabilities: 
Other GmffaJ long T mn Dd,t Understatement (Note Payabl,J 
Other Genera.I Lone Tenn Debt:· Charter Schoof loan 
Other General Long Tenn Df.bt Undentatement (CFO Debt) 

June 30. 2 00 I A.udited Rnancial Statement, 
General Long· Term Dd>t T otaf Liabilities 

See accompanying Notes to Supplementary lnfonnation. 
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s 

s 

GENERAL 
LONG-TERM 

DEBT 
ACCOUNT 

GROUP 

59.754.308 

6,355.625 
250.000 

218.480.000 

284.839.933 



CAPISTRANO UNIFIED SCHOOL DISTRICT 
NOTES TO SUPPLEMENT .A.RY INFORMATION 

JUNE 30. 200 I 

I . PURPOSE OF SCHEDULES 

A. Averaif Daily Attendance 

Average daily attendance is a measurement of the number of pupils attending dasses of the 
District. The purpose of attendance accounting from a fiscal standpoint is to provide the basis 
on which apportionments of State funds are made to school entities. This schedule provides 
infonnation regarding the attendance of students at various grade levels and in different 
programs. 

B. Sdledule of Instructional 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 amount of 
instructional time offered by the District and whether the District complied with the provisions 
of Education Code Sections 46201 through 46206. 

C. Schedule of Financial Trends and Analysis 

This schedule discloses the Distrid's financial trends by displaying past years' data along with 
current year budget infonnation. These financial trend disclosures are used to evaluate the 
District's ability to continue as a going concern for a reasonable period of time. 

D. Schedule of Expenditures of federal Awards 

Basis of Presentation 

The accompanying schedule of expenditures of federal awards includes the federal grant 
activity of Capistrano Unified School O.strict and is presented on the modified accrual basis of 
accounting. The infonnation in this schedule is presented in accordance with the requirements 
of OMB GrOJlar A· 133. audits of States. Local Governments, and Non-Profit Organizations. 
Therefore. some amounts presented in this schedule may differ from amounts presented in, or 
used in the preparation of. the combined and combining financial statements. 

E. fkconciliation of Annual Financial and Budeet Rtl)ort with Audited 
financial Statements 

This schedule provides the information necessary to reconcile the fund balances of all funds and 
the total liabilities balance of the general long-term debt account group as reported on the 
Form to the audited financial statements. 
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BOCETA, MACON, 'WORK1viAN & AsSOCIATES 
Cll.TIFl!O l'UBUC ACCOt,'lo(]"ANTS 

AUOOOR°S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL 
OVER ANANClAl REPORTING BASED ON AN AUDtT OF 

ANANOAL ST A TEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Trustees 
Capistrano Unified School District 
San Juan Capistrano. California 

We have audited the combined and combining financial statements of the Capistrano 
Unified School District (the District) as of and for the year ended June 30. 200 I . and 
have issued our report thereon dated November 2. 2001. In our report. our opinion 
was qualified becaust the combined financial statements do not include the general 
fixed assets account group, which should be included in order to conform with 
accounting principles senerally accepted in the United States of America. Except as 
discussed in the previous sentence. we conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the 
standards appHcable to financial audiu contained in Government Auditini Standards. 
issued by the Comptroller General of the United States. 

Compliance 
As pan of obtaining reasonable a5Sllrance about whether Capistrano Unified School 
District's combined and combining financial statements are free of material 
misstatement. we perfonned tests of its compliance with certain provisions of laws. 
regulatiom. contracts and grants. 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 ob;ective of our 
audit. and accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of noncompliance that are required to be reported under 
Government Auditine Standards. 

so 

http://www.bmwcpa.com


Internal Control Over Financial Reportina 
In planning and perfonning our audit. we considered Capistrano Unified School District's internal 
control over financial reporting in order to determine our auditing procedures for the purpose of 
expressing our opinion on the combined and combining financial statements and not to provide 
assurance on the internal control over financial reporting. However. we noted certain matters involving 
the internal control over financial reporting and its operation that we conslder to be reportable 
conditions. Reponable conditions involve matters coming to our attention relating to significant 
deficiencies in the design or operation of the internal control over financial reporting that. in our 
judgment. could adversely affect the District's ability to record. process. summarize. and report 
financial data consistent with the assertions of management in the financial statements. Reportable 
conditions are described in the Findings and Recommendations section of this report. 

A material weakness is a condition in which the design or operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that misstatements in amounts that 
would be material in relation to the financial statements being audited may occur and not be detected 
within a timely period by employees in the normal coune of performing their assigned functions. Our 
consideration of the internal control over financial reporting would not necessarily disclose all matters 
in the internal control that might be reportable conditions and. accordingly. would not necessarily 
disclose all reportab'e conditions that are also considered to be material weaknesses. However. we 
believe that none of the reportable conditions described above is a material weakness. We also noted 
other matters involving internal control over financial reporting, which we have reported to 
management of Capistrano Unified School District in a separate letter dated November 2. 200 I. This 
reference is not intended to preclude the auditor from including other matters in the separate letter to 
management. Furthermore. the reference to management is intended to be consistent with paragraph 
5.28 of Government Auditini Standards which indicates that communication to •top" management 
should be referred to. 

This report is intended solely for the information and use of the Board of Trustees. management, the 
California Department of Education. the State Controller's Office. and 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. 

November ::2. 200 I 
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BOCETA, MACON, W"ORK?vfAN & AsSOCIATES 
CU.TIFU.O PUWC ACCOUNT ANTI 

AUDITOR'S REPORT ON COMPLIANa WITH REQUIREMENTS APPLICABLE TO EACH 
MAJOR PROGRAM AND INTERNAL CONTROL 

OVER COMpt.lANCE IN ACCORDANCE WITH OMB ORCULAR A· 13 3 

Board of Trustees 
Capistrano Unified School District 
San Juan Capistrano. California 

Compliance 
We have audited the compriance of Capistrano Unified School District (the District) with the 
type5 of compliance requirements described in the U.S. Office of Manaeement and Budeet 
fQMB} Qrrular A-13 3 Compfiaoce Supplement that are applicable to each of its major federal 
programs for the year ended Jooe 30, 200 I. The District's major federal programs are 
identified in the summary of auditor's results section of the accompanying schedule of findings 
and questioned costs. Compliance with the requirements of laws. regulations. contracts and 
grants applicable to each of its major federal programs is the responsibility of the District's 
management. Our responsibmty is to express an opinion on Capistrano Unified School 
District'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 .A.uditine Standards, issued by the Comptroller General of the United States; 
and OMB Ciradar A-133. Audits of States, Local Governments, and Non-Profit Oraanizations. 
Those standards and OMB GrOJlar A- I 3 3 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 the District's 
compliance with those requirements and perfonning 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 legal determination on the District's compliance with 
those requirements. 

In our opinion. Capistrano Unified 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. 200 I . 

http://www.bmwcra.com


Internal Control Oyer Com~liance 
The management of Capistrano Unified School District is responsible for establishing and maintaining effective 
internal control over compliance with requirements of laws. regulations. contracts and grants applicable to 
federal programs. In planning and performing our audit. we considered the District's internal control over 
compliance with requirements that could have a dirm and material effect on a major federal program in order 
to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and 
report on internal control over compliance in accordance with OMS Circular A-133. 

Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be material weaknesses. A material weakness is a condition in which the design or 
operation of one or more of the internal control components does not reduce to a relatively low level the risk 
that noncompliance with applicable requirements of laws. regulations. contracts and grants that would be 
material in relation to a major federal program being audited may occur and not be detected within a timely 
period by employees in the nonnal course of performing their assigned functions. We noted no matters 
involving the internal control over compliance and its operation that we consider to be material weaknesses. 

This report is intended solely for the information and use of the Board of Trustees. management. the California 
Department of Education. the State Controller's Office. and 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. 

November 2. 200 I 
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AUDITOR'S REPQRT ON STATE COMPLIANCE 

Board of T rustttS 
Capistrano Unified School Oimic:t 
San Juan Capistrano. California 

We have audited the combined and combining financial statements of the Capistrano Unified 
School District (the District) as of and for the yt.1r ended June 30, 200 I , and have issued our 
report thereon dated November l. 2001. In our report. our opinion was qualified because the 
combined financial statements do not indude the general fixed assets account group, which 
should be included in order to confonn with accounting principles generally accepted in the 
United States of America. Our auatt was made in accordance with auditing standards 
Sffierally accepted in the United States of America: the standards for financial and compliance 
audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States: and the State Controller's Standards and Pnxedures for Audits of California K-
11 logl Educational Agmdcs. Those standards require that we plan and perfonn 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 significam estimates made by management. as well as evaluating the 
overall financial statement presentation. We befieve that our audit provides a reasonable basis 
for our opinion. 

The District's management is responsible for the District's compliance with laws and 
regulations. In connection with the audit referred to above. we selected and tested transactions 
and records to determine the District's compliance with the State laws and regulations 
applicable to the following: 

Attendance Accounting: 
Attendance Reporting 
Staff Development Days 
Kindergarten Enrollment 
Independent Study 
Continuation Education 
Adult Education 
Regiona I Occupational Center /Program 
County Office of Education Program 

84 

Procedures in 
Controller's 
Audit Guide 

3 
3 
4 
13 
1:2 
8 
5 
9 

Procedures 
Performed 

Yes 
Yes 
Yes 
Yes 
Yes 
Yes 

No (see below) 
Not Applicable 

http://www.bmwcpa.com


Incentives for longer Instructional Day: 
School Districts 
County Offices of Education 

Gann Limit CalQJfation 
Early Retirement Incentive Program 
Community Day Schools 
Class Size Reduction: 

Option One Oasses 
Option Two Classes 
Option One and Two Oasses 

State Instructional Materials Fund 
Schiff-Bustamante Standards-Based Instructional Materials 
Digital High School Education Technology Grant Program 
California Public Schools Library Act of 1998 

Procedures in 
Controller's Audit 

Guide 

3 
3 
2 
5 
s 

11 
10 
16 
8 
4 
5 
4 

Procedures 
Perfonned 

Yes 
Not Applicable 

Yes 
No (see below) 
No {see below) 

Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 

We did not test compftance for Regional Occupational Center/Program (ROC/P) because these steps are more 
appropriately performed by the auditors of the JPA where the ADA is calQJlated. We did not test compliance 
for Early Retirement Incentive Program because the District did not participate in the program. We did not test 
compliance for Community Day Schools because the A.DA reported by the District was below the level required 
for testing. 

Based on our audit, we found that, for the items tested. the Capistrano Unified School District complied with the 
State laws and regulations referred to above. except as desaibed in the Schedule of Audit Findings and 
Ouestioned Costs. Further. based on our examination, for items not tested. nothing came to our attention to 
indicate that the Capistrano Unified School District had not complied with the State laws and regulations. 

This report is intended solely for the information and use of the Board of Trustees. management. State 
Controller's Office. Department of Finance. Depanment of Education. and pass-through entities. and is not 
intended to be and should not be used by anyone other than these specified parties. 

November 2. 200 I 
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CAPISTRANO UNIAED SCHOOL DISTRICT 
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30. 200 I 

Section I - Summary of Auditor's Results 

Financial Statements 

Type of auditor's report issued: 

Internal control over financial reportins: 
Material weakness(es) identified? 
Reportins condition(s) identified not 

considered to be material weaknesses? 

Noncompliance material to financial statements noted? 

Federal A.wards 

Internal control over major programs: 
Material weakness(es) identified? 
Reporting condition(s) identified not 

considered to be material weaknesses? 

Type of auditor's report issued on compliance for 
major programs: 

Any audit findings disclosed that are required to be 
reported in accordance with Grcular A· I 3 3 . 
Section .5 I O{a)? 

Identification of major prosrarns: 

CFOA Numl;,erls) 

10.555 
84.027 
84.010 

86 

Qualified 

___ Yes X No 

-~X __ Yes ___ None reported 

___ Yes X No 

___ Yes X No 

___ Yes __ X_None reported 

Unqualified 

___ Yes X No 

Name of Federal Proaram or Cluster 

National School Lunch 
Special Education PL94· I 4l 
ESEA Title I 



CAPISTRANO UNIAED SCHOOL DISTRICT 
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30. 100 I 

Federal Awards lcont l 

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 weakness(es) identified? 
Reporting condition{s) identified not 

considered to be material weaknesses? 

Type of auditor's report issued on compliance for 
state programs: 

87 

S _ ___.3"200~,00QCX%,__ 

___ Yes X No 

___ Yes X No 

X Yes ___ None reponed 

Qualified 



CAPISTRANO UNIFIED SOIOOL DfSTRJCT 
SCHEDULE OF AUDIT ANDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30.1001 

Section II - Financial Statement Findings 

ANDING 1001-01 
t\83 617 Code 3000J 

Associated Student Body 
t\ljso Nieuef Hiih School 

A. Subreceipts are not issued by the Baseball Trust Account when money is received by the trust. Receipts 
are only issued at the time the money is submitted to the ASB bookkeeper to be deposited. 

B. Several expenditures were noted where shoes and jackets purchased for the assistant coaches were paid 
for by the Baseball T ru5t. Also. it appeared that some personal expenditures were purchased by the 
Baseball Trust for the coach that were not reimbursed. 

C. We noted expenditures for sprinkler repair and a lawnmower paid by the Baseball Trust account that 
could have been paid for by the District. 

D. It was noted that the approved amounts on open purchase orders were exceeded. 

E. Some items purchased were delivered to the Baseball coach's residence or to an address other than the 
school site. 

F. It was noted that invoice documentation for a reimbursement and for cash advances were weak. 
Original receipts were not submitted. but rather, handwritten wmemos" on restaurant letterhead. one 
ticket stub with the number of tickets purchased handwritten on it. and a credit card receipt showing 
only the total amount charged (no detailed breakdown was shown) were received. 

G. A golf tournament was approved as a fundraiser by the A.SB. It was accounted for by a parent and not 
the ASB and only the net proceeds of 510.551 were deposited into the Baseball Trust account. 

SS 



CAPISTRANO UNIFIED SCHOOL DISTRICT 
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30. 200 I 

RECOMMENDATION 

A. Subreceipts should be issued by the adwor whenever money is received. A copy of the subreceipts should 
accompany the ~ when submitted to the ASB bookkeeper for deposit. The sum of the subreceipts 
should agree to the total arnolMlt on the AS8 "master receipt· 

B. Personal items should not be purchased for coaches by the Baseball Trust account. Expenditures made for 
personal items should be rmnburst.d timely and noted as reimbursements when deposited into the trust 
account. 

C. Routine maintenance expenditures should be processed first as District workorders. If the District will not 
do the WOrK. then the Baseball Trust can justify charging the work to the ASS. 

D. When ecpe,ditures charged against open purchase orders appear to near the approved amount. a new 
ope, purchase order should be approved. 

E. Goods purchased by the ASB should never be delivered to a personal address. To ensure that goods 
purchased by the ASB and trust accounts are vafid and properly received. all deliveries should be made to 
the schoof site or the District Office when the site is dosed. 

F. Only original invoices should be submitted as documentation for reimbursements and cash advances. 
Restaurant receipts detailing what was pun:hased. aD purchased ticket stubs. and detailed receipts should 
be submitted to the ASB. Furthfflnore, the District should review their policies on allowable expenditures 
to determine if the meals and trips comply with board policy. 

G. Fundraisers held for the Baseball Trust account should be accounted for by the ASB so that all expenditures 
move through the proper approval procedures and are recorded in the account. A.II deposits should be 
made into the ASS bank account. 

PISTRICJ RESPONSE 

When the above ASB audit find"mgs were bought to the attention of the District. District staff met with the 
Principal. Activities Director and Activities Account Clerk at Aliso Niguef High School to discuss these findings. At 
the beginning of the current school year. the activities director and principal met with coaches and activities 
advisors to review with them appropriate receipt and expenditure procedures. District staff has held several 
meetings with the school site staff to review and improve imemal control procedures at the high school. In addition. 
District staff has met with all high school activities directors and all high schools activities account clerks to review 
procedures at all high schools. 

Additionally, District staff has worked with the middle school activities advisors and office managers to review 
appropriate internal control procedures at the middle schools. 

Section Ill - Federal Award Finamgs and Questioned Costs 

None reported. 
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CAPISTRANO UNJAEO SCHOOL DISTRJCT 
SCHEDULE OF AUDIT ANDtNGS AND OUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30. 200 I 

Section N - State Award Findings and Ouestioned Costs 

BNPfNG 2000-02 
AB3627 Code 40000 
Qag Size Reduction 

Specific Requirements: Class sizes reported on the Form J-7CSR are determined by computing the average 
enrollment in each class. To compute the dass size to be reported. the daily counts or active enrollment are 
added and the sum is divided by the number of days from the fint day of class through April 15. 

Condition: Average class sizes reported on the Form J-7CSR were computed using month end enrollment counts 
for the school months included in the Second Period. 

Ouestioned Costs: Not Applicable 

Context: Not Applicable 

Effect: The District cannot retrieve the average daily counts from the computerized attendance system. The 
historical enrollment data is not intact in the computerized system. Accordinely, the effect on funding is 
unknown. 

Cause: The District was unaware of the chanp in reporting requirements until filing of the Fonn J. 7 CSR at 
which time it was too late to correct the computerized attendance system so that averages could be calculated. 

Recommendation: The District was advised to and has changed its procedures for transferring students from one 
classroom to another which preserves the integrity of the enrollment data. This change now allows for the 
capturing and reporting of daily averaees as required. We further recommend that the District contact the 
California Department of Education so that a determination can be obtained from the CDE as to whether the use 
of month end averages can be utilized for the year under audit or if the District should undenake the enonnous 
task of recreating the enrollment data manually, withstanding the fact that the District and the auditors believe 
that any resultant change would yield immaterial results. 

District Response: When the class size reduction program was initiated in the 1996-97 school year. the State 
provided the option of allowing districts to use a monthly enrollment count for averaging classes or a daily 
enrollment count. CUSO chose the monthly enrollment count since this was a count that was already used by 
the district for other enrollment tracking purposes. The state changed the procedure from allowing monthly 
counts to requiring daily counts and District staff was unaware of this change until the State J. 7 CSR forms were 
received in April JOO I. With the school year nearly complete. District staff was unable to retrieve daily 
enrollment counts from the computerized anendance system for 2000-0 I. Effective with the new school year, 
District staff met with school site staff to in-service then on new procedures for transferring students from one 
classroom to another that preserves the integrity of the data when taking a daily enrollment count. For the 
2001-02 school year CUSD is using the daily count methodology. 
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November 2. 200 I 

Board of Trustees 
Capistrano Unified School District 
San Juan Capistrano. California 

In planning and perfonning our audit of the combined and combining financial statements of 
Capistrano Unified School District. for the year ended June 30. 200 I . we considered its 
internal control structure in order to determine our auditing procedures for the purpose of 
expressing our opinion on the combined and combining financial statements and not to provide 
assurance on the internal control structure. 

However, during our audit~ noted several matters that are opportunities for strengthening 
internal controls and operating efficiency. The following items represent non-material 
conditions noted by the audit that ~ consider important enough to bring to your attention. 
We previousJy reported on the District's internal control structure in our report dated 
November 2. 200 I . This letter does not affect our report dated November 2. 200 I . on the 
combined and combining financial statements of Capistrano Unified School District. 

Cash Receipts · 30()00 
Delays up to sixteen days were noted between the date of receipt of funds at Capistrano Valley 
High School and the date of receipt at the District Office. Furthermore, it was noted that the 
receipts were not deposited into the cash clearing account until twenty-two days after receipt 
at the District. Money receipted at the sites should be forwarded to the District timely. at least 
once a week. Once received at the District, funds should be deposited into the cash clearing 
account timely. 

Worker's Compensation Fund - Rcvolvine Fund · 30000 
It was noted that stale-dated checks datins back to November I , I 99 7 remained in the bank 
reconciliation as outstanding at June 30, 200 I . Stale-dated checks should be written off at 
least once a year. 

Associated Student Body· Aliso Vieio Middle School· 30000 
It was noted that checks were made out to cash. To strengthen controls over the disbursement 
of cash, checks should be made payable to a specific vendor and not to cash. 
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Associated Student Body· Bernier Ave: Middle School· 30000 
It was noted that a check was processed without one of the authorizing signatures. To strengthen controls over 
cash. all checks should be approved and signed by both required signatories prior to being refeased for payment. 

Associated Student Body · Don Juan Avila Middle School • 30000 
A. Two of thirteen disbursements tested had invoias dated prior to the purchase order. Furthennore. one 

of the thirteen had a note from the teacher in lieu of the invoice. To ensure that only allowable 
purchases are made. expenditures should only be made after proper approval and original invoices are 
obtained. 

B. The student body only uses tickets created by the ASB. The tickets are not pre-numbered and tickets 
logs are not maintained. To strengthen internal controls, pre-printed pre-numbered tickets should be 
used. Ticket loss should also be maintained to strengthen the physical controls over the tickets. 

Associated Student Body· Marc;o Forster Middle Sc:hoof. 30000 
Of sixteen disbursements tested. the following instances were noted: 

A. Seve:n disbursements tested lacked at least one approval signature. 

B. Three disbursements tested did not list a specific purchase amount on the purchase order. 

C. One purchase order was made out to multiple wndon. 

To ensure that only allowable purchases are made. e,q,end'rtures should only be made after proper approvals are 
obtained. When using open purchase orders, a "not to exceed" amount should be specified and procedures to 
track expenses should be established. Also, purchase orders should be issued to individual vendon. 

Associated Student Body · Naman Middle School · 30000 
One of fifteen disbursements tested lacked one of the required approval signatures on the purdtase order. To 
strengthen internal controls over disbursements, all approvals need to be completed before expenditures are 
made. 

Associated Student Body· Shorediffs Middle Sd,qol - 30000 
A. Pre-numbered receipts are not issued for all cash collected. To strengthen internal controls over cash 

and ensure that all cash is deposited intact and timely. pre-numbered receipts should be issued by the 
bookkeeper whenever money is received. 

B. It was noted that two of fifteen disbursements tested had invoices dated prior to obtaining proper 
approval. To ascertain that only allowable purchases are made. expenditures should be made after 
proper approvals and authorizations are obtained. 
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Associated Student Body · Aliso Niiuel HiilJ Schoof • 30000 
A. Of twenty-five disbursements tested. one had a purchase order approved after the invoice date. one lacked 

receiving documentation. and one had a purchase order made out to multiple vendon. To strengthen 
controls over cash. purchase orders should be made out to an individual vendor and be gentrated prior to 
the purchase or order of goods and services. Also. when goods or services are received. receiving 
documentation should be created and maintained by the ASS. 

B. It was noted that a check was processed without the appropriate signatures. Checks should be approved 
and signed by both required signatories before it is released for payment. 

C. It was noted that one tidcet summary was mathematically incorrect. Ticktt summary forms should be 
checked for accuracy when recording the amount of tickets used and the amount of dollars received. 

Associated Student Body · Capistrano Valley Hiib School · 30000 
One of twenty-five disbursements tested lacked an invoice. Disbursements should not be made until an original 
invoice is received. 

Associated Student Body · Dana Hills Hieh Schoof · 30000 
One ticket log tested was not completed with the ending ticket number after a sporting event. Ticket logs 
should~ completed after evtty event that uses tkkm to ensurt that all ticktts are accounted for. 

We will review the status of these comments during our next audit engagement. We have discussed these 
comments and suggestions with various District personnel. and we will be pleased to discuss them in further 
detail at your convenience. to perform any additional study of these matters. or to assist you in implementing 
the recommendations. 

Boceta. Macon. Workman i Associates 
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APPENDIX E 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate (the "Disclosure Certificate") is executed and delivered by the 
Capistrano Unified School District (the "District"). The Certificates (defined below) will be executed and 
delivered pursuant to a Trust Agreement. dated as of April 1. 2002 (the "Trust Agreement"). by and among the 
District. U.S. Bank, N.A. (the "Trustee") and the Capistrano Unified School District School Facilities 
Corporation. The District covenants and agrees as follows: 

SECTION I. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and 
delivered by the District for 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 definitions 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 following meanings: 

''Annual Report" means any Annual Report provided by the District pursuant to, and as described in, 
Sections 3 and 4 hereof. 

"Beneficial 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 for 
federal income tax purposes. 

"Certificates" shall mean, the $31,950,000 Certificates of Participation, Series 2002 of the District. 

"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. 

"Listed Events" shall mean any of the events listed in Section S(a) of this Disclosure Certificate. 

"National Repository" shall mean any Nationally Recogmzed Municipal Securities Information 
Repository for purposes of the Rule. The National Repositones currently approved by the Securities and 
Exchange Commission arc set forth in Exhibit 8. 

"Official Statement" shall mean the Official Statement relating to the Certificates, dated April 4, 2002. 

"Participating Underwriter" shall mean the original underwnter of the Certificates required to comply 
with the Rule in connection with offering of the Certificates. 

"Repository" shall mean each National Repository and each State Repository. 

"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. 

"State Repository" shall mean any public or private repository or entity designated by the State as a 
state repository for the purpose of the Rule and recognized as such by the Securities and Exchange 
Commission. As of the date of this Certificate, there is no State Repository. 
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SECTION 3. Provision of Annual Reports. (a) The District shall, or shall cause the Dissemination 
Agent to, not later than eight months after the end of the District's fiscal year (which currently would be 
March 1), conunencing with the report for the 2002-03 Fiscal Year. provide to each Repository an Annual 
Report which is consistent with the requirements of Section 4 hereof. The Annual Report may be submitted as 
a single document or as separate documents comprising a package. and may include by reference other 
information as provided in Section 4 hereof; provided that the audited financial statements of the District may 
be submitted separately from the balance of the Annual Report, and later than the date required above for the 
filing of the Annual Report if not available by that date. If the District's fiscal year changes, it shall give notice 
of such change in the same manner as for a Listed Event under subsection ( c) of Section 5 hereof. 

(b) If the Annual Report has not been provided to Repositories by the date required in 
subsection (a) of this Section, the District shall send a notice to the Municipal Securities Rulemaking Board 
and each State Repository, if any, in substantially the form attached as Exhibit A. 

(c) The 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 each State Repository, if any; and 

(ii) if the Dissemination Agent is not 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 of Annual Reports. The District's Annual Report shall contain or 
incorporate by reference the following: 

(a) Audited financial statements prepared in accordance with generally accepted 
accounting principles as promulgated to apply to governmental entities from time to time by the Governmental 
Accounting Standards Board. If the District's audited financial statements are not available by the time the 
Annual Report is required to be filed pursuant to subsection (a) of Section 3 hereof, the Annual Report shall 
contain unaudited financial statements in a format similar to the financial statements contained in the Official 
Statement, and the audited financial statements shall be filed in the same manner as the Annual Report when 
they become available. 

(b) The following information: 

(i) The District's Average Daily Attendance and base revenue limit for the last 
completed fiscal year. 

(ii) The District's audited Statement of Income, Expenditures and Changes in 
Fund Balance for the General Fund, for the last completed fiscal year. 

(iii) The District's adopted budget for the current fiscal year, together with any 
amendments thereto, including the First Interim Report. 

(iv) A description of any outstanding borrowings and long-term obligations not 
included in the audited financial statements listed in (ii) above including: 

( l) general obligation bonds, certificates of participation, capital leases 
and operating leases; and 
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(2) a description of any obligations of the type referred to in ( l) above 
that the District reasonably expects to issue. enter into or incur within the 60 day 
period following the date of filing of the Annual Report. 

(c) In addition to any of the information expressly required to be provided under 
subsections (a) and (b) of this Section, the District shall provide such further information. if any. as may be 
necessary to make the specifically required statements, in the light of the circumstances under which they are 
made, not misleading. 

Any or all of the items listed above may be included by specific reference to other documents, 
including official 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 final official statement, it must be available from the Municipal Securities Rulemaking Board. 
The District shall clearly identify each such other document so included by reference. 

SECTION 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the District shall give, or cause to be 
given, notice of the occurrence of any of the following events with respect to the Certificates, if material: 

(i) Principal and interest payment delinquencies. 

(ii) Non-payment related defaults. 

(iii) Modifications to rights of Certificateholders. 

(iv) Optional, contingent or unscheduled bond calls. 

( v) Defeasances. 

(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 reflecting financial 
difficulties. 

(ix) Unscheduled draws on the credit enhancements reflecting financial 
difficulties. 

(x) Substitution of the credit or liquidity providers or their failure to perform. 

(xi) Release, substitution or sale of property securing repayment of the 
Certi f'icates. 

(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 file a notice of such occurrence 
with the Repositories. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(iv) 
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and (v) need not be given under this subsection any earlier than the notice (if any) of the underlying event is 
given to Owners of affected Certificates pursuant to the Trust Agreement. 

SECTION 6. Termination of Reporting Obligation. 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 Agent. 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 Agent, with or without appointing a successor Dissemination Agent. The Dissemination 
Agent shall not be responsible in any manner for the content of any notice or report prepared by the District 
pursuant to this Disclosure Certificate. 

SECTION 8. Amendment: Waiver. Notwithstanding any other prov1s10n of this Disclosure 
Certificate, the District may amend this Disclosure Certificate, and any provision of this Disclosure Certificate 
may be waived, provided that, in the opinion of nationally recognized bond counsel, such amendment or 
waiver is permitted by the Rule. In the event of any amendment or waiver of a provision of this Disclosure 
Certificate, the District shall describe such amendment in the same manner as for a Listed Event under 
Section 5(c). 

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to 
prevent the District from disseminating any other information, using the means of dissemination set forth in 
this Disclosure Certificate or any other means of communication, or including any other information in any 
Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Certificate. If the District chooses to include any information in any notice of occurrence of a 
Listed Event in addition to that which is specifically required by this Disclosure Certificate, the District shall 
have no obligation under this Certificate to update such information or include it in any future notice of 
occurrence of a Listed Event. 

SECTION I 0. Default. In the event of a failure of the District to comply with any provision of this 
Disclosure Certificate, any Owner or Beneficial Owner of the Certificates may take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to cause the 
District to comply with its obligations under this Disclosure Certificate. A default under this Disclosure 
Certificate shall not be deemed an Event of Default under the Trust Agreement, and the sole remedy under this 
Disclosure Certificate in the event of any failure of the District to comply with this Disclosure Certificate shall 
be an action to compel performance. 

No Certificate Owner or Beneficial Owner may institute such action, suit or proceeding to compel 
performance unless they shall have first 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, Immunities and Liabilities of Dissemination Agent. The Dissemination Agent 
shall have only such duties as are specifically set forth in this Disclosure Certificate, and the District agrees, to 
the extent permitted by law, 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 
attorney's fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination 
Agent's negligence or willful misconduct. The obligations of the District under this Section shall survive 
resignation or removal of the Dissemination Agent and payment of the Certificates. 
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SECTION 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the 
District, the Dissemination Agent, the Participating Underwriter and Owners and Beneficial Owners from time 
to time of the Certificates, and shall create no rights in any other person or entity. 

Dated: April 17, 2002 

CAPISTRANO UNIFIED SCHOOL DISTRICT 

Superintendent 
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Name o flssuer: 

Name oflssue: 

Date of Issuance: 

EXHIBIT A 

NOTICE TO MUNICIPAL SECURITIES RULEMAKING 
BOARD OF FAILURE TO FILE ANNUAL REPORT 

Capistrano Unified School District 

Capistrano Unified School District Certificates of Participation, Series 2002 

April 17. 2002 

NOTICE IS HEREBY GIVEN that the Capistrano Unified School District (the "District") has 
not provided an Annual Report with respect to the above-named Certificates as required by the Continuing 
Disclosure Certificate relating to the Certificates. [The District anticipates that the Annual Report will be filed 
by .] 

Dated: 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
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APPENDIX F 

INFORMATION ON THE ORANGE COU~TY TREASURER'S POOL 0 

• Only excerpts from the Treasury Management Repon for the Month and Quarter Ended December 31. 2001 are included in 
this Appendix F. 
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ORANGE COUNTY TREASURER 
INVESTMENT POLICY STATEMENT 

INTRODUCTION 
The Orange County Treasurer's Investment Policy Statement is being filed with the County Board of 
Supervisors as required by California Government Code Section 53646 (a) (1) and the Treasury 
Oversight Committee, pursuant to the requirements of California Government Code Section 27133. 
This Investment Policy Statement represents the Investment Funds ("the Funds''), the Money Market 
Fund and the Extended Fund, managed by the Orange County Treasurer's office. 

The Funds are comprised of the following separate Pools which are each invested in accordance with 
this Investment Policy Statement: 

1. The Orange County Investment Pool 
2. The Orange County Educational Investment Pool 
3. John Wayne Airport Investment Pool 

I. POLICY STATEMENT 

It is the policy of the Orange County Treasurer (the "Treasurer") to invest public funds in a 
manner which will provide the maximum security of principal invested with secondary emphasis 
on achieving the highest yield while meeting the daily cash flow needs of the pool participants 
and conforming to all applicable State statutes and County resolutions governing the investment 
of public funds. 

The Orange County Investment Funds are designed to meet both the investment and cash 
requirements of our participants. The Treasurer shall determine on a cash flow basis what 
percent of available cash will be invested in both Funds. 

The Money Market Fund is invested in cash-equivalent securities, therefore providing liquidity 
for immediate cash needs. 

The Extended Fund is for cash requirements past one year. This Fund will be invested in high 
grade securities for yield enhancement. 

The Treasurer's investment holdings may include "specific investments" that were made upon 
the authorization of a participant's governing board or for bond proceeds as permitted in a 
bond's official documents. Specific investments may fall outside the parameters of this 
Investment Policy Statement. 

II. OBJECTIVES 

The primary objectives, in priority order, of the Treasurer's investment activities shall be: 
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1. SAFETY OF PRINCIPAL 
Safety of principal is the foremost objective of the Treasurer. Investments shall be 
undertaken in a manner that seeks to ensure the preservation of capital in the overall 
portfolio. To obtain this goal, diversification is required in the portfolio's composition. 

2. LIQUIDITY 
The Money Market Fund will be substantially liquid for the purpose of meeting all operating 
requirements which might be reasonably anticipated. "Liquidity" refers to the recurring 
maturity of a portion of the investment portfolio, as well as, the ability to sell an investment 
at any given moment with a minimal chance oflosing some portion of principal or interest. 

3. YIELD 
The Funds are designed with the objective of attaining a competitive rate of return 
throughout budgetary and economic cycles, which is commensurate with the Funds' 
investment risk constraints and the cash flow characteristics of each portfolio. 

Although the Treasury may employ certain indexes with respect to the Funds• intention of 
earning a competitive rate of return, such index(es) shall be used solely for comparative 
purposes and do not constitute a warranty or guarantee of actual Fund performance. 

4. MARK-TO-MARKET 
To the extent reasonably possible and consistent with the Treasurer's trust and fiduciary 
duty, the Money Market Fund will attempt to stabilize at a $1 net asset value (NA V). If the 
ratio of the market value of the Money Market Fund divided by the book value of the Money 
Market Fund is less than $.995 or greater than $1.005, holdings may be sold as necessary to 
maintain the ratio between $.995 and $1.005. 

The Treasurer will act on a "best efforts" basis to stabilize the Money Market Fund within 
the $.995 to $1.005 range, however, the $1 Net Asset Value is not guaranteed or insured by 
the Treasurer. 

III.SCOPE 

By County Resolution #00-457, effective December 19, 2000, the County Board of Supervisors 
has delegated to the Treasurer authority to invest and reinvest the funds of the County and other 
depositors as specified in California Government Code Sections 27000.1, 53607 and 53608. 
Such delegation is conditioned upon the Treasurer submitting any and all investment policies 
and amendments thereto to the Board for review and approval. The Board of Supervisors will be 
informed of any changes made to authorized individuals and provided with their qualifications.:. 
Resolution #00-457 is effective for one year, unless earlier revoked. 

When investing, reinvesting, purchasing. acquiring, exchanging, selling, or managing public 
funds, the County Treasurer shall act with care, skill, prudence, and diligence under the 
circumstances then prevailing, specifically including, but not limited to, the general economic 
conditions and the anticipated needs of the County and other depositors that a prudent person 
acting in a like capacity and familiarity with those matters would use in the conduct of funds of a 
like character and with like aims, to safeguard the principal and maintain the liquidity needs of 
the County and the other depositors. 

The standard of prudence to be used by County investment officers shall be the "prudent 
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investor" standard and shall be applied in the context of managing an overall portfolio. 
Investment officers shall act in accordance with written procedures and investment policy and 
exercise due diligence and shall report in a timely fashion and exercise appropriate action to 
control adverse developments. 

IV. AUTHORIZED INVESTMENTS 

Consistent with the requirements of law and this Investment Policy, the Treasurer may place 
orders for the execution of transactions with or through such brokers, dealers, banks and 
repurchase agreement counter parties as may be selected from time to time in his/her discretion. 

To the extent consistent with the objectives stated above and investment restrictions outlined 
below, the assets in the Funds may be invested in the following areas: 

1. U. S. TREASURY SECURITIES 
United States Treasury bills, notes, bonds, or certificates of indebtedness, for which the full 
faith and credit of the United States are pledged for the payment of principal and interest. 

2. U. S. GOVERNMENT AGENCY SECURITIES 
Obligations, participations, or other instruments of, or issued by, a federal agency or a 
United States government-sponsored enterprise. 

3. COMMERCIAL PAPER 
Commercial paper of "prime" quality of the highest ranking or of the highest letter and 
numerical rating (A-l /P-1/F-l) as provided for by at ]east two of the following nationally 
recognized rating agencies: Standard& Poor's Corporation(Standard& Poor's); or Moody's 
Investors Service, Inc. (Moody's) or Fitch IBCA Inc. (Fitch). Eligible paper is further 
limited to issuing corporations that are organized and operating in the United States and, 
have total assets in excess of$500,000,000 and have long tenn debt ratings, if any, of"A" or 
better from Standard & Poor's or Moody's or Fitch. In addition, no more than 40% of the 
Funds may be invested in commercial paper. Purchases of eligible commercial paper may 
not exceed 270 days maturity nor represent more than 10% of the outstanding paper of the 
issuing corporation. 

4. NEGOTIABLE CERTIFICATES OF DEPOSIT 
Negotiable certificates of deposit issued by a U.S. national or state-chartered bank or state or 
federal association ( as defined by Section 5102 of the California Financial Code) or by a 
state-licensed branch of a foreign bank (provided such foreign bank is one of the 75 largest 
foreign banks in terms of total net capital assets). Issuers of certificates of deposit must be 
rated by at least two of the following nationally recognized rating agencies, and must not be 
rated below the following minimum ratings: "A-1" by Standard & Poor's, "P-l" by 
Moody's, "F-1" by Fitch and an individual bank rating of "B/C" by Fitch (formerly 
Thompson BankWatch). 

5. REPURCHASE AGREEMENTS 
Investments in repurchase agreements for the purpose of this policy (as defined by sections 
53601(1) of the California Government Code) means a purchase of securities by the 
Treasurer pursuant to an agreement by which the seller will repurchase the securities on or 
before a specified date and for a specified amount and will deliver the underlying securities 
to the Treasurer by book entry, physical delivery, or by third party custodial agreement. The 
term of repurchase agreements shall be for 90 days or less. The term "securities" for 
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purposes of repurchase agreements shall mean securities authorized by California 
Government Code Section 53601. 

At a minimum, the collateral for repurchase agreements must be valued at 102% (market 
value of principal and accrued interest) of the cost, and shall be adjusted no less frequently 
than weekly. For compliance purposes, the investment restrictions from Section V.4. herein 
consider U. S. Treasury and/or agency collateral exempt from issuer limits. Repurchase 
agreements collateralized by all other authorized securities will be subject to the 5% 
maximum using the seller (broker/dealer) as the issuer. 

A Public Securities Association (PSA) Master Repurchase Agreement is required to be on 
file with the Treasurer. The PSA Master Repurchase Agreement must be approved for each 
broker/dealer by the Treasurer before engaging in any repurchase agreement transactions. 

6. BANKERS ACCEPTANCES 
Primarily used to finance international trade, bankers acceptances are time drafts (bills of 
exchange) drawn on and accepted by a commercial bank. Purchases of bankers acceptances 
shall not exceed 180 days maturity nor40% of the market value of the Funds. Issuing banks 
must be rated by at least two of the following nationally recognized rating agencies, and 
must not be rated below the following minimum short-term ratings: "A-1" by Standard & 
Poor's, "P-1" by Moody's, "F-l" by Fitch and an individual bank rating of"B/C" by Fitch 
(formerly Thompson BankWatch). 

7. MONEY .MARKET MUTUAL FUNDS 
Shares of beneficial interest issued by diversified management companies that invest in the 
securities and obligations authorized by California Government Code 
Sections 5360l(k) and/or are money market funds registered with the Securities and 
Exchange Commission under the Investment Company Act of 1940 (15 U.S.C. Sec. 80a-1, et 
seq.) and shall have met either of the following criteria: 

a. Attained the highest ranking or the highest letter and numerical rating provided by not 
less than two nationally recognized rating services. 

b. Retained an investment adviserregistered or exempt from registration with the Securities 
and Exchange Commission with not less than five years experience investing in the 
securities and obligations authorized by California Government Code Sections 5360 I 
subdivisions (a) to G) and (m) to (n) and with assets under management in excess of 
$500,000,000. 

No more than 20% of the Funds' market value will be invested in money market funds 
and no more than 10% of the Funds will be invested in any one mutual fund. Money 
market mutual funds that meet all other investment criteria, and which invest in eligible 
"floating rate notes" (See Section V., Paragraph 3.) are an eligible investment. Money 
market mutual funds that invest in prohibited floating-rate or variable-rate securities are 
ineligible for investment. 

8. STATE OF CALIFORNIA OR MUNICIPAL DEBT 
Such bonds are defined as being issued by a local California agency, including: 

a. Bonds payable solely out of the revenues from a revenue-producing property owned, 
controlled, or operated by the local agency or by a department, board, agency or 
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authority of the local agency. 

b. Registered state warrants ortreasmy notes or bonds of the State of California, including 
bonds payable solely out of the revenues from a revenue-producing property owned, 
controlled, or operated by the state or by a department, board, agency, or authority of the 
state. 

c. Bonds, notes, warrants, or other evidences of indebtedness of any local agency within 
this state, including bonds payable solely out of the revenues from a revenue-producing 
property owned, controlled, or operated by the local agency, or by a department, board, 
agency, or authority of the local agency. 

No more than 10% of the Funds' market value will be invested in state and local agency 
issues. All municipal debt purchases shall be rated ''A" or its equivalent or better by a 
nationally recognized rating service. 

9. RECEIVABLE-BACKED SECURITIES 
Consumer receivable pass-through certificate or consumer receivable-backed bond with a 
maximum of 90 days maturity. Securities eligible for investment shall have a credit rating of 
.. AA" or better and its issuer shall have a credit rating of "A" or higher for the issuer's debt 
by at least two nationally recognized rating services. No more than 10% of the Funds' 
market value may be invested in consumer receivable pass-through certificates and consumer 
receivable-backed bonds. 

10. MEDIUM-TERM NOTES 
Medium-term notes, defmed as all corporate and depository institution debt securities with a 
maximum remaining maturity of thirteen months for the Money Market Fund and three years 
for the Extended Fund. Medium-term notes must be issued by corporations organized and 
operating within the United States or by depository institutions licensed by the United States 
or any state and operating within the United States. Eligible notes shall be rated "A" or 
better by at least two of the following nationally recognized rating agencies: Standard and 
Poor's, or Moody's, or Fitch. Only medium-term notes with a AAA by two of the above 
credit rating agencies may have a maturity greater than 397 days. Furthermore, if the 
medium-term note issuer has any short-term rating, it may not be less than the following: 
"A-1" by Standard & Poor's, "P-1" by Moody's or "F-1" by Fitch. Purchases ofmedium
term notes may not exceed 30 percent of the Funds' market value. 

V. INVESTMENT RESTRICTIONS AND PROHIBITED TRANSACTIONS 

The following types of transactions are restricted or prohibited: 

1. Borrowing for investment purposes ("Leverage") is prohibited. 

2. Reverse Repurchase Agreements, as defined by California Government Code Sections 
53601(1) or otherwise are prohibited. 

3. Instruments known as "Structured Notes" ( e.g. inverse floaters, leveraged floaters, structured 
certificates of deposit, equity-linked securities) and "Derivatives" (e.g. options, futures, 
swaps, caps, floors, collars) are prohibited. For the purpose of identifying ineligible 
securities, the definition of prohibited "Structured Notes" and "Derivatives" includes all 
floating-rate, adjustable-rate or variable-rate securities in 
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which a change in interest rates or other variables that can reasonably be foreseen 
to occur during their tenn would result in their market value not returning to par at the time of 
each interest rate adjustment. 

Simple "floating rate notes," whose periodic coupon adjustment is based on a short-tenn 
(one-year or less) rate index (such as Treasury bills, federal funds, prime rate or LIBOR) and 
which have a reasonable expectation of maintaining a value of par at each interest rate 
adjustment through final maturity, are considered an eligible investment. Eligible ''floating 
rate notes" (U.S. Government Agencies, Certificates of Deposit, Medium-Term Notes, etc.), 
must meet all quality, maturity and percent limitations assigned to their respective security 
category. 

Callable securities, which otherwise meet the quality, maturity and percent limitations 
assigned to their respective security category, are considered to be an acceptable investment. 
U.S. Treasury and Agency zero coupon bonds, U.S. Treasury and Agency strips and 
Resolution Funding Corporation (REFCORP) strips are considered to be an acceptable 
investment. No investment prohibited by California Government Code Sections 53601.6 
shall be permitted herein. 

4. No more than 5% of the total market value of the Funds may be invested in securities of any 
one issuer with the exception of obligations of the U.S. Treasury, federal agencies, and U.S. 
government-sponsored enterprises. No more than 10% may be invested in one Money 
Market Mutual Fund. 

5. The average maturity of the Funds, on a dollar-weighted basis, will be as follows: 

Money Market Fund 
Extended Fund 

not to exceed 90 days 
18 months 

6. The maximum maturity of any portfolio instrument purchased by the Funds will be: 

Money Market Fund 
Extended Fund 

13 months (396/397 days) 
3 years 

The maturity of a variable-rate security may be considered to be its next interest rate reset 
date, if there is a reasonable expectation that the security will maintain an approximate value 
of par upon each adjustment of the security's interest rate at any time until final maturity. 

7. All investments will be U.S. dollar denominated. 

8. Any investment transactions, credit risk criterion, or market valuation which are not 
In compliance with this Investment Policy must be documented and approved by the 

Treasurer in writing. Thereafter, action shall be taken by the Treasurer to correct such matter 
as soon as practical. 

9. At the time of purchase, all permitted investments shall conform in all respects with this 
Investment Policy Statement and with California Government Code Sections 53601, 53601.1, 
53601.2, 53601.6, 53631.5, and 53635 as such may be amended from time to time. If a 
percentage restriction is adhered to at the time of purchase, a later increase or decrease in 
percentage resulting from a change in values or assets will not constitute a violation of that 
restriction. Furthermore, if a credit rating standard is adhered to at the time of purchase, a 
later downgrade in credit rating will not constitute a violation of that standard. Securities 
which are downgraded below the minimum acceptable rating levels must be reviewed for 
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possible sale within a reasonable amount of time. 

10. Securities which are currently under "Credit Watch-Negative" by any of the three nationally 
recognized rating agencies are not eligible securities under this policy. 

11. No security at the time of purchase may be rated below the minimum required under this 
policy. 

VI. DIVERSIFICATION AND MATURITY RESTRICTIONS 

It is the policy of the Treasurer to diversify the Funds' portfolios. Investments are diversified 
to minimize the risk of loss resulting in over concentration of assets in a specific maturity, 
specific issuer, or specific class of securities. Diversification strategies shall be established 
and periodically reviewed. At a minimum, diversification standards by security type for each 
Fund shall comply with the following: 

1. U.S. Treasuries and securities having principal and/or 
interest guaranteed by the U.S. Government... ................................... 100% 

2. U.S. Government agencies, and 
government sponsored enterprises ..................................................... 100% 

3. Commercial Paper.. ......................................................... no more than 40% 

4. Negotiable Certificates of Deposit... ................................ no more than 30% 

5. Repurchase Agreements ................................................. no more than 50% 

6. Bankers' Acceptances ..................................................... no more than 40% 

7. Money Market Funds ........................................................ no more than 20% 

8. State and Local Agency Obligations ................................ no more than 10% 

9. Receivable-Backed Securities ......................................... no more than 10% 

10. Medium-Term Notes ....................................................... no more than 30% 

The Treasurer shall also be required to diversify maturities and to the extent possible, match 
investments with anticipated cash flow requirements. Matching maturities with cash flow dates 
will reduce the need to sell securities prior to maturity, thus reducing market risk. 

VII. ETHICS AND CONFLICT OF INTEREST 

The Treasurer and all investment personnel shall refrain from personal business activity 
which could create a conflict with proper execution of the investment program, or which 
could impair the ability to execute impartial investment decisions. The Treasurer and all 
investment personnel shall disclose to the Treasury Oversight Committee any material 
financial interests in financial institutions which conduct business with the County of Orange 
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and shall disclose any material financial investment positions which could be related in a 
conflicting manner to the performance of the County of Orange's investment portfolio. 

On May I 0, 1993, the Orange County Board of Supervisors passed the "Orange County Gift 
Ban Ordinance" (see Exhibit B attached). This ordinance prohibits the receipt of specified 
gifts to "designated employees" including members of the Treasury Oversight Committee. 
The County Treasurer, Assistant Treasurer, Investment Officer, Assistant Investment Officer 
and Treasury Oversight Committee members shall complete on an annual basis, State of 
California Form 700, Statement of Economic Interests Disclosure. In addition, each member 
mentioned above is subject to the State Gift Ban restrictions. Should any conflicts be 
disclosed, the Treasurer will resolve such matters as soon as practical. 

VIII.AUTHORIZED FINANCIAL DEALERS AND QUALIFIED INSTITUTIONS 

A list of broker/dealers (Qualified Institutions) authorized to provide investment services to 
the Treasurer shall be maintained. Any permitted in vestment, not purchased directly from the 
issuer, shall be purchased either from a "primary" or regional broker/dealer qualifying under 
SEC Rule 15c3-l(uniform net capital rule) or a "well capitalized" financial institution, as 
defined in Title 12 of the Code of Federal Regulations (CFR) Part 6.4. A detailed 
questionnaire is required to be completed by securities dealers and financial institutions 
wishing to be approved (see attached Exhibit A). 

Once approved, Qualified Institutions are required to provide the Treasurer a current audited 
financial statement and MSRB Rule G-37 filing or a signed statement of explanation why this 
filing is not available/applicable. California Government Code Section 27133 ( c) prohibits the 
approval of any firm that has, within any consecutive 48-month period from January l, 1996, 
made a political contribution to the Treasurer or to any member of the Board of Supervisors 
of the County or to any candidate for these offices in an amount exceeding the limitations 
contained in Rule G-37 of the Municipal Securities Rulemaking Board. The Treasurer shall 
make a best effort to conduct an annual review of each Qualified Institution's financial 
condition and registrations to determine whether it should remain on the approved list. 

Public deposits shall be made in qualified public depositories as established by California 
Government Code. In addition, qualified public depositories shall meet certain other criteria 
as determined by the Treasurer. 

IX. PERFORMANCE EVALUATION 

The Treasurer shall submit monthly, quarterly and annual reports (in compliance with 
Government Code Sections 53607, 53646, and 2 7134) to the Treasury Oversight Committee, 
the Pool participants, the Chief Executive Officer, the Internal Audit Director, the Auditor
Controller and the Board of Supervisors. These reports shall contain sufficient information to 
permit an informed outside reader to evaluate the performance of the investment program and 
shall be in compliance with Government Code. In accordance with GASB Statements 3 and 
31, the Treasurer shall provide financial information on the treasury for the County's 
Comprehensive Annual Financial Report. 

9 



X. SAFEKEEPING 

All security transactions, including collateral for repurchase agreements, entered into by the 
Treasurer shall be conducted on a delivery-versus-payment (DVP) basis. 

All securities shall be held by a third party custodian designated by the Treasurer and 
approved by the Treasury Oversight Committee. The third party custodian shall be required to 
issue a safekeeping statement to the Treasurer listing the specific instrument, rate, maturity 
and other pertinent information. 

XI. COLLATERALIZATION 

Repurchase agreements are required to be collateralized by securities authorized under 
California Government Code Section 5360 I. In order to anticipate market changes and 
provide a level of security for all repurchase agreement transactions, the collateralization 
level will be a minimum of l 02% of market value of the principal and accrued interest and 
shall be adjusted no less frequently than weekly. Since the market value of the underlying 
securities is subject to daily market fluctuations, the investments in repurchase agreements 
shall be in compliance if the value of the underlying securities is brought back up to 102 
percent no later than the next business day. 

Collateral will be held by an independent third party with whom the Treasurer bas a current 
custodial agreement. A clearly marked evidence of ownership (safekeeping/custody receipt) 
must be supplied to the Treasurer and retained. The Treasurer retains the right to substitute or 
grant substitutions of collateral. 

XII. MAINTAINING THE PUBLIC TRUST 

All participants in the investment process shall act as custodians of the public trust. The 
overall program shall be designed and managed with a degree of professionalism that is 
worthy of the public trust. 

XIII.INTERNAL CONTROLS 

The Treasurer shall establish a system of Mitten internal controls, which will be reviewed 
annually with the County's independent (external) auditor. The controls shall be designed to 
prevent loss of public funds due to fraud, employee error, and misrepresentation by third 
parties, unanticipated market changes or imprudent actions by employees of the Treasurer's 
Office. The Treasurer shall evaluate any audit reports in a timely manner with the Treasury 
Oversight Committee. The quarterly audit reports of the Treasury shall be provided as 
required by California Government Code Section 26920-26923. Daily compliance of the 
investment portfolio shall be performed by the Treasurer's Compliance Division. 

The Treasurer shall develop and maintain written administrative procedures for the operation 
of the investment program which are consistent with this investment policy. Procedures will 
include reference to safekeeping, Public Securities Association Master Repurchase 
Agreements, wire transfer agreements, collateral and depository agreements, banking service 
contracts, and other investment and banking related activities. Such procedures shall include 
explicit delegation of authority to personnel responsible for investment transactions. 
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The Treasurer shall designate a staff person as a liaison/deputy in the event circumstances 
require timely action and the County Treasurer is not present. No investment personnel may 
engage in an investment transaction except as provided under terms of this policy and the 
procedures established by the County Treasurer. The Treasurer shall be responsible for all 
transactions undertaken and shall establish a system of controls to regulate the activities of 
Treasury personnel. Investments will be approved by the Treasurer, Assistant Treasurer, or 
the Compliance Manager by the close of business the follo>wing working day. 

XIV. COMPENSATION AGREEMENT 

As authorized by California Government Code Section 27013, the Treasurer will charge all 
pool participants for administrative and overhead costs. Costs include, but are not limited to, 
portfolio management, bank and custodial fees, software maintenance fees, and other indirect 
costs incurred from handling or managing funds. In addition, the costs of compliance with 
the Treasury Oversight provisions of Government Code §27130-27137 shall be included as 
administrative costs. The Treasurer shall annually prepare a proposed budget revenue 
estimate, providing a detailed itemization of all estimated costs which comprise the 
administrative fee charged in accordance with California Government Code Section 27013. 
The administrative fee will be subject to change; the administrative and overhead fees will be 
reviewed by the Treasury Oversight Committee on an annual basis. 

Investment earnings and the above fee charge will be allocated to the pool participants on a 
monthly basis. As of the first working day of the next month, the pool participants' account 
will reflect the gross investment earnings and the monthly administrative and overhead costs. 

NOTE: The current administrative fee range is estimated to be between ten and twenty basis 
points. Please consult the monthly Summary of Apportionment Yields for the most recent 
charge. 

XV. VOLUNTARY PARTICIPANTS 

Should a local agency within Orange County not required by California law to deposit monies 
with the Treasurer desire entry into the Treasurer's Investment Pool, the agency shall comply 
with the requirements of Section 53684 of the California Government Code and provide to the 
Treasurer a resolution adopted by its governing board stating that excess funds are available 
for the purpose of investment. The resolution shall specify that the local agency authorizes 
the investment of excess funds pursuant to Section 53684, those persons authorized at the 
agency to coordinate the transactions, the agency's willingness to be boillld by the withdrawal 
provisions of California Government Code Section 27136, and the agency's understanding 
that administrative charges will be deducted by the Treasurer as permitted by Sections 
53684(b) and 27013. Subject to the approval/disapproval of the County Board of 
Supervisors, the Treasurer shall approve or disapprove such agency's request in writing. 

Monies deposited by local agencies approved for entry into the Treasurer's Investment Pool 
will be invested in the Money Market Fund. To participate in the Extended Fund, the local 
agency must sign a waiver indicating their understanding of the possible NA V risk involved. 
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XVI.WITHDRAW AL 

Withdrawal of participant funds for the purpose of investing or depositing these funds outside 
the County treasury shall require prior written approval from the Treasurer. The Treasurer 
shall thereafter review the withdrawal request consistent with his/her trust and fiduciary 
duties. Prior to approving or disapproving the withdrawal request. the Treasurer shall make a 
finding of the effect on the stability and predictability of the investments and on the interests 
of the other depositors in the County treasury. (California Government Code Sections 
27000.3, 27133(h), 27136, 53684(c)) 

xvn. PERFORMANCESTANDARDS 

The investment portfolio shall be designed with the objective of obtaining a rate of return 
throughout budgetary and economic cycles, commensurate with the investment risk 
constraints and the cash flow needs. 

The Treasurer's investment strategy is active. Given this strategy, the basis used by the 
Treasurer to determine whether market yields are being achieved shall be the indices most 
comparable to the Fund, such as money rate data published in Barron's, The Wall Street 
Journal, Bloomberg, etc. 

The standards enumerated herein do not constitute a guarantee of the Fund's performance. 

XVIII. INVESTMENT POLICY REVIEW 

The Treasurer's investment policy shall be presented to and annually reviewed and approved 
by the Board of Supervisors in an open session. The Board of Supervisors also review and 
approve any changes to the investment policy. The policy shall also be reviewed on an 
annual basis by the Treasury Oversight Committee. 

XIX. FINANCIAL REPORTING 

The monthly Treasurer's Management Report and any Audit Report shall be provided to the 
Orange County Board of Supervisors, Chief Executive Officer, Chief Financial Officer, 
Internal Audit Director, Auditor~Controller, Treasury Oversight Committee and the director 
or executive officer of any local agency who has investments in the County's Investment 
Funds as required by California Government Code Sections 53646 and 53686. 

All reports filed by the Treasurer in accordance with California Government Code Section 
53646 shall, among other matters, state compliance of the portfolio with the Investment 
Policy Statement, or the manner in which the portfolio is not in compliance. A statement will 
also be filed by the Treasurer in accordance with California Government Code 53646 (b) 
denoting the ability of each pool to meet its expenditure requirements for the next six months 
or provide an explanation of why sufficient money may not be available. 

XX. LEGISLATIVE CHANGES 

Any State of California legislative action that further restricts allowable maturities, 
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investment type or percentage allocations, will, upon effectiveness, be incorporated into the 
Orange County Treasurer's Investment Policy Statement and supersede any and all previous 
applicable language. 

XXI. DISASTER RECOVERY PROGRAM 

The County of Orange Treasurer-Tax Collector's Disaster Plan includes critical phone 
numbers and addresses of key personnel, as well as, active bankers and broker/dealers. Three 
copies of the Disaster Plan for home, office and car have been distributed to department 
officers including the Investment Officer. The plan provides for an offsite location to be 
communicated at the time of readiness if our offices are uninhabitable. 

In the event the Investment Officer is unable to invest the portfolio, the Bank of New York 
Cash Reserve Account will automatically sweep all uninvested cash with the custody bank 
into an interest-bearing account. Until normal operations of the Treasurer's office have been 
restored, the limitations on the size of an Individual issuer and the percentage restrictions by 
investment type would be allowed to exceed those approved in this Investment Policy 
Statement. 

As a precautionary measure, the Investment Officer carries a cellular phone and laptop 
personal computer (PC) with him or her at all times. The PC has the necessary software to 
allow the Investment Officer access to important investment reports and statistics. These 
tools will assist with investing the portfolio away from the office without significant 
disruption. In addition. the Investment Officer transports current cash and investment reports 
to and from work daily to facilitate offsite trading. 
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