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The Tomrance Unified School District {County of Los Angeles, California) General Obligation Bonds, Election of 2008 (Mcasurc Y), Scrics 2009B-1 (the
“Mcasure Y Seties 2009B-1 Bonds™), the Torrance Unified School Distriet (County of Los Angeles, California) General Obligation Bonds, Election of 2008
(Mcasurc Y), Series 2009B-2 (Build America Bonds-Federally Taxable) (the “Series 2009B-2 Bonds™), and the Torrance Unified School District (County of Los
Angeles, California) General Obligation Bonds, Eicction of 2008 (Mcasure Z), Scrics 2009B-1 (the “Mcasure Z Scrics 2009B-1 Bonds™ and together wilh the
Mcasure Y Series 2009B-1 Bonds, the “Series 2009B-1 Bonds,” which together with the Scrics 2009B-2 Bonds are colleclively referred 1o herein as the “Bonds™)
arc issucd by the County of Los Angeles, California (the “County™) on behalf of the Torrance Unificd School District (the “District”™) (i) to finance specific
conslruction, repair and improvement projects approved by the volters of the District, (ii) io pay capitalized interest on the Bonds, and (i) to pay costs of issuance
of the Bonds. The Bonds are being issued under the laws of the State of California (the “State™) and pursuant to reselutions of the Board of Education of the
District and the Board of Supervisors of the County.

The Bonds are payable from ad valorem taxes to be levied within the District pursuant 10 the California Constitution and other state law. The Board of
Supervisors of the County is cmpowered and is obligated 1o levy ad valerem taxes upen all property subjeet 1o taxation by the District, without limitation as to rate
of amount (except as 1o certain personal property which is taxable at limited rates), for the payment of principal and maturity value of and interest on the Bonds, ali
as more fully described hercin. Sce “SECURITY AND SOURCE OF PAYMENT FOR THE BONDS™ herein.

The Bonds will be issued as current interest bonds (the “Current Inicrest Bonds™) and capital appreciation bonds (the “Capital Appreciation Bends™) as sci
torth on the inside front cover hercof and as more fully described herein.  Interest on the Current interest Bonds is payable on each February 1 and August | 1o
maturity, commencing February 1, 2010, Principal of the Current Interest Bonds is payable on August | in cach of the years and in the amounts sct forth on the
inside front cover hercof. The Bonds issued as Capital Appreciation Bonds will not pay interest on a current, periodic basis but will accrete in value to their
maturity value payable only at maturity on August | in cach of the years and in the ameunts sct forth en the inside front cover hereofl  Interest on the Capital
Appreciation Bonds will be cempounded on cach February 1 and Avgust | to maturity, commencing February L, 2010,

The Series 2609B-2 Bonds will be issued as Current Interest Bonds designated as “Build America Bonds™ under the provisions of the American Recovery and
Reinvestment Act of 2009, the intercst on which is not cxcluded from gross income for purposes of federal income taxation. See “TAX MATTERS - Scrics
2009B-2 Bonds Tax Matters.” The District expects to reccive a cash subsidy payment from the Untied States Treasury equal 10 35% of the interest payable on the
Serics 20098-2 Bonds. Sce “THE BONDS — Designation of Series 2009B-2 Bonds as Build America Bonds.”

Each series of the Bonds will be issued in book-entry form only, in denominations of $5,000 principal ameunt or maturity value, as applicsble, or integral
muliiples thereof, and will be initially issued and registered in the name of Cede & Co., as nominee for The Depository Trust Company, New York, New York
(*DTC™"). DTC will act as sceuritics depository for ¢ach series of the Bonds. Individual purchases of the Bonds will be made in book-entry form only. Purchascrs
will not reccive physical delivery of the Bonds purchased by them. Secc “THE BONDS — Form and Registration™ herein.  Payments of the principal and maturity
value of and interest on the Bonds will be made by U.S. Bank Mational Association, as agent for the Treasurer and Tax Cofiector of the County, the paying agent,
registrar and transfer agent with respect to the Bonds, to DTC fer subscquent disbursement through DTC Participants to the beneficial owners of the Bends. Sec
“THIE: BONDS - Payment of Principal and Interest™ herein.

The Bonds are subject 10 oplional and mandatory sinking fund redemption prior to maturity as described herein. See “THE BONDS — Redemption of Serics
20098-1 Bonds,” “— Redemption of Series 2009B-2 Bonds" and “— Redemption Procedures”™ herein.

Each seriex of the Bonds will be offered when, ay and if issued by the District and received by the Underwriter, subject to the approval of legality by Orrick,
Herrington & Surcliffe LLP, Bond Counsel w0 the Diswrict. Ceriain legal matters will be passed wpon for the District by Orrick, Herrington & Sutcliffe LLP, ax
Disclosure Coungsel to the District. It is anticipaied that each series of the Bonds, in definitive form, will be available for defivery through the facilities of DTC in
New York, New York, on or about Ocrober 29, 20100

George K. Baum & Company

Dated: October 15, 2009
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MATURITY SCHEDULE
BASE CUSIP!: §91381

$23,604,106
MEASURE Y SERIES 2009B-1 BONDS

$19,020,000 Current Interest Bonds

Maturity Principal Interest CUSIP
(August 1) Amount Rate Yield Number'
2014 $ 650,000 3.000%  2.500% D77
2015 900,000 4.000 2.950 Cs2
2016 1,500,000 5.000 3.230 C60
2017 1,600,000 5.000 3.450 C78
2018 3,070,000 5.000 1.630 C86
2019 1,500,000 4.250 3.750 C94
2019 1,500,000 5.000 3.750 D69
2020 4,000,000 5.250 3.880" D28
2021 4,300,000 5.250 3.9801 D36

VYicld to par call on August 1, 2019,

$4,584,106 Capital Appreciation Bonds

Maturity  Initial Principal ~ Accretion  Reoffering Maturity CuUsIp

(August 1) Amount Rate Yietd Value Number'
2022 $1,253,286 11.785% 6.130% § 5,400,000 D44
2023 1,862,820 11.785 4.200 9,000,000 D51
2026 1,468,000 11.785 6.380 10,000,000 DB3

$31,000,000

MEASURE Y SERIES 2009B-2 BONDS

531,000,000 7.100% Term Current Interest Bonds due August 1, 2034 - Yield 7.100% CUSIP Number' — G66

P . . Lo - . ' s . P .

Copyright 2009, American Bankers Association. CUSIP datu herein is provided by Standard & Poor's, CUSIP Sevvice Bureau, a division of
The MoGraw-Hill Companies, fne. CUSIP numbers are provided for convenience of reference only. Neither the District nov the Undervriter
takes any responsibility for the aceuracy of such CUSIP numbers.
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MATURITY SCHEDULE
ot (continued) -
518,920,282

MEASURE Z SERIES 2009B-1 BONDS

$3,375,000 Current Interest Bonds

Maturity Principal Interest custp
{August 1) Amount Rate Yield Number’
2014 $ 300,000 3.000% 2.500% Eg4
2015 400,000 3.500 2.980 E27
2016 675,000 3.750 3.260 E35
2017 1,000,000 4.000 3.500 E43
2018 1,000,000 4.000 3.680 E50

$15,545,282 Capital Appreciation Bonds

Maturity  Initial Principal ~ Accretion  Reoffering Maturity CUSIP

(August 1) Amouni Rate Yicld Value Number’
2019 $1,050,192 5.600%  5.600% $1,800,000 E68
2020 1,068,960 9.828 5.800 3,000,000 E76

$13.426,130 Denominational Amount 6.600% Capital Appreciation Term Bonds
$67,000,000 Maturity Value Due August 1, 2034 — Yield 6.600% CUSIP Number' — G58



This Official Statement does not constitute an offering of any security other than the original
offering of the Bonds by the District. No dealer, broker, salesperson or other person has been authorized
by the District to give any information or to make any rcpresentations other than as contained in this
Official Statement, and if given or made, such other information or representation not so authorized
should not be relied upon as having been given or authorized by the District.

The Bonds are exempted from registration under the Securities Act of 1933, as amended,
pursuant to Section 3{a)2 thereof. This Official Statement does not constitute an offer to sell or a
solicitation of an offer to buy Bonds in any stale in which such offer or solicitation is not authorized or in
which the person making such offer or solicitation is not qualified to do so, or to any person to whom it is
unlawful to make such offer or solicitation.

The information set forth herein other than that furnished by the District, although obtained from
sources which are believed to be reliable, is not guaranteed as to accuracy or completeness, and is not to
be construcd as a represcatation by the District. The information and expressions of opinions herein are
subject to change without notice and neithier 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 since the date hereof. This Official Statement is submitted in connection with the
sale of the Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other
purpose.

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 securitics laws as applied to the facts and
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of
such information.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE
BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, I[F COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
THE UNDERWRITER MAY OFFER AND SELL THE BONDS TO CERTAIN SECURITIES -
DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AT PRICES LOWER THAN
THE PUBLIC OFFERING PRICES STATED ON THE INSIDE FRONT COVER PAGE HEREOQOF
AND SAID PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE
UNDERWRITER.
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INTRODUCTION
General

This Official Statement, which includes the cover page and appendices hereto, is provided to
furnish information in connection with the sale of (i) $23,604,106 aggregate principal amount of Torrance
Unified School District (County of Los Angeles, California) General Obligation Bonds, Election of 2008
(Measure Y), Scries 2009B-1 (the “Measure Y Serics 2009B-1 Bonds™), (ii) $31,000,000 aggregate
principal amount of Torrance Unified School District (County of Los Angeles, California) General
Obligation Bonds, Election of 2008 (Measure Y), Series 2009B-2 (Build America Bonds—Federally
Taxable) (the “Series 2009B-2 Bonds™), and (i11) $18,920,282 aggregate principal amount of Torrance
Unified School District (County of Los Angeles, California) General Obligation Bonds, Election of 2008
(Measure Z), Series 2009B-1 (the *Mcasure Z Serics 2009B-1 Bonds™ and together with the Measure Y
Series 2009B-1 Bonds, the “Series 2009B-1 Bonds,” which together with the Seriecs 2009B-2 Bonds arc
collectively referred to herein as the “Bonds™), consisting of current interest bonds (the “Current Interest
Bonds”) and capital appreciation bonds (the “Capital Appreciation Bonds”), as indicated on the inside
front cover hercof, to be offered by the Torrance Unified School District (the “District™).

This Official Statement speaks only as of its date, and the information contained herein is subject
to change. The District has no obligation to update the information in this Official Statement, except as
required by the Continuing Disclosure Certificates to be executed by the District. See “OTHER LEGAL
MATTERS - Continuing Disclosure.”

The purpose of this Official Statement is to supply information to prospective buyers of the
Bonds. Quotations from and summarics and cxplanations of the Bonds, the resolutions of the Board of
Education of the District and the Board of Supervisors of the County of Los Angeles (the “County”)
providing for the issuance of each series of the Bonds, and the constitutional provisions, statutes and other
documents described herein, do not purport to be complete, and rcference is hereby made to said
documents, constitutional provisions and statutes for the complete provisions thercof.

Any statements in this Official Statement {nvolving 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
Bonds.

Copics of documents referred to herein and information concerning the Bonds are available from
the District by contacting: Torrance Unified School District, 2335 Plaza Del Amo, Torrance, California
90501, Attention: Superintendent. The District may impose a charge for copying, handling and mailing
such requested documents.



The Distirict

The District was established in 1947 and is located in the western side of Los Angeles County,
boarded by the Palos Verdes Peninsula on the south, the Cities of Redondo Beach and Gardena on the
north, the City of Carson on the east and the Pacific Occan on the west. The District encompasses within
its boundaries all of the City of Torrance. The District’s jurisdiction includes approximately 21 square
miles. The District currently operates 17 elementary schools, 8 middle schools, 5 high schools, one of
which is a continuation school, and 3 adult schools. The District estimates that total current enrollment is
approximately 24,600 students. The District operates under the jurisdiction of the Los Angeles County
Superintendent of Schools.  For additional information about the District, see Appendix A:
“INFORMATION RELATING TO THE DISTRICT’S OPERATIONS AND BUDGET.”

THE BONDS
Authority for [ssuance; Purpose

Each series of the Bonds is issued under the provisions of Chapters 1 and 1.5 of Part 10 of
Division | of Title 1 of the California Education Code and Article XIIIA of the California Constitution
and pursuant to a separate resolution adopted by the Board of Supervisors of the County on September
29, 2009 (the resolution for the applicable series to be referred to herein as the “County Resolution™),
pursuant to the request of the District made by a separate resolution adopted by the Board of Education of
the District on September 8, 2009 (the resolution of the applicable scries to be referred to herein as the
“District Resolution™).

At an election held on November 4, 2008, the District received authorization (i) under Measure
Y, to issue bonds of the District in an aggregate principal amount not to exceed $265,000,000 to finance
critical core facility improvements (the “Measure Y 2008 Authorization”), and (ii) under Measure Z, to
issue bonds of the District in an aggregate principal amount not to exceed $90,000,000 to finance
selectred additional facility improvements (the “Measure Z 2008 Authorization” and together with the
Measure Y 2008 Authorization, the “Authorizations”). Each Measure required approval by at least 55%
of the votes cast by eligible voters within the District. Measure Y received an approval vote of
approximately 74.13% and Measure Z received an approval vote of approximately 71.23%. On February
5, 2009, the District issued the first series of the authorized bonds under the Measure Y 2008
Authorization in the aggregate principal amount of $58,000,000 and under the Measure Z 2008
Authorization in the aggregate principal amount of $36,000,000. The Bonds represent the sccond and, in
casc of the Megasure Y 2008 Authorization, third series of the authorized bonds to be issued under the
Authorizations and will be issued to finance authorized projects.

Form and Registration

Each series of the Bonds will be issucd in fully registered form only, without coupons, in
denominations of $5,000 principal amount or Maturity Value, as applicable, or integral multiples thercof.
Each series of the Bonds will initially be registered in the name of Cede & Co., as nominee of The
Depository Trust Company (“DTC”), New York, New York. DTC will act as security depository of the
Bonds. Purchases of Bonds under the DTC book-entry system must be made by or through a DTC
participant, and ownership interests in Bonds will be recorded as entries on the books of said participants.
Except in the event that use of this book-entry system is discontinued for the Bonds, beneficial owners
will not receive physical certificates representing their ownership interests. See Appendix G: “BOOK-
ENTRY ONLY SYSTEM.”



Payment of Principal and Interest

The Bonds will be issued as Current Interest Bonds and Capital Appreciation Bonds as sct forth
on the inside front cover hereof.

Interest; Current Interest Bonds, The Bonds issued as Current Interest Bonds will be dated as of
their date of delivery, and bear interest at the rates set forth on the inside front cover page of this Official
Statement, payable on February 1 and August | of each year (each, an “Interest Date”), commencing on
February 1, 2010, computed using a year of 360 days, comprising twelve 30-day months. Current Interest
Bonds authenticated and registered on any date prior to the close of business on January 15, 2010, shall
bear interest from their dated of date. Current Interest Bonds authenticated during the period between the
15th day of the calendar month immediately preceding an Interest Date (the “Record Date™) and the close
of business on that Intcrest Date shall bear interest from that Interest Date. Any other Current Interest
Bond shall bear interest from the Interest Date immediately preceding the date of its authentication. [f, at
the time of authentication of any Current Interest Bond, interest is then in default on outstanding Bonds,
such Bond shall bear interest from the Interest Date to which interest has previously been paid or made
available for payment thereon.

Interest; Capital Appreciation Bonds, The Bonds issued as Capital Appreciation Bonds will be
dated as of their date of delivery. The Capital Appreciation Bonds will not bear interest on a periodic
basis; instead, each Capital Appreciation Bond will increase in value by the accumulation of eamed
interest from its initial principal amount on the date of issuance (as stated on the inside front cover page
of this Official Statement) to its maturity value on the date of maturity (“Maturity Value™), as stated on
the inside front cover page of this Official Statement. Interest commences to accrue on the date of
delivery, and is compounded on cach Interest Date, commencing February 1, 2010,

The rate of interest at which a Capital Appreciation Bond’s Maturity Valuc is discounted to its
initial principal amount is known as the “Accretion Rate,” and is stated on the inside front cover hercof,
For any Capital Appreciation Bond, the value of principal plus accrued interest on any given Interest Date
prior to maturity may be calculated by discounting the Maturity Value of the Capital Appreciation Bond
from its maturity date to that Interest Date at a discount rate equal to the Accretion Rate, assuming a year
of 360 days comprising twelve 30-day months. The imputed value on any other date may be calculated
on the basis of a straight-line interpolation between the values calculated for the Interest Dates
immediately preceding and following the date in question.

The Underwriter has prepared the Table of Accreted Values shown in Appendix H hercto, in
order to provide the value per $5,000 of Maturity Value for each Capital Appreciation Bond on each
Interest Date prior to maturity. Sce “TAX MATTERS™ hercin for Bond Counsel’s discussion of the
federal tax treatment of accrued interest on the Capital Appreciation Bonds.

Payment of Bonds. The principal and Maturity Value of the Bonds is payable in lawful money of
the United States of America upon the surrender thereof at the principal corporate trust office of the
paying agent at the maturity thereof or upon redemption prior to maturity.

Interest on the Current Interest Bonds is payable in lawful money of the United States of America
by check mailed on cach Interest Date (if a business day, or on the next business day if the Interest Date
does not fall on a business day) to the registered owner thereof (the “Owner™) at such Owner’s address as
it appears on the bond registration books kept by the paying agent or at such address as the Owner may
have filed with the paying agent for that purpose, except that the payment shall be made by wire transfer
of immediately available funds to any Owner of at least $1,000,000 of outstanding Current Interest Bonds
who shall have requested in writing such method of payment of interest prior to the close of business on a



Record Date. So long as the Bonds are held by Cede & Co., as nominec of DTC, payment shall be made
by wire transfer. See Appendix G: “BOOK-ENTRY ONLY SYSTEM.”

Designation of Series 2009B-2 Bonds as Build America Bonds

The Series 2009B-2 Bonds will be issued as Current Interest Bonds and will be designated as
“Build America Bonds” for purposes of the American Recovery and Reinvestment Act of 2009, signed
into law on February 17, 2009 (the “Recovery Act”). The District expects to reccive a cash subsidy
payment (the “Subsidy™) from the United States Treasury (the “Treasury™) pursuant to the Recovery Act
cqual to 35% of the interest payable on the Series 2009B-2 Bonds on or about each Interest Date for the
Series 2009B-2 Bonds. The Subsidy does not constitute a full faith and credit guarantee of the United
States with respect to the Series 2009B-2 Bonds, but is required to be paid by the Treasury under the
Recovery Act. Any Subsidy payments received by the District are required to be deposited into the
interest and sinking fund of the District within the County treasury (thc “Interest and Sinking Fund™).
The County is obligated to make all payments of principal and interest on the Series 2009B-2 Bonds
whcther or not such Subsidy payments arc received pursuant to the Recovery Act and deposited in the
Interest and Sinking Fund. See “SECURITY AND SOURCE OF PAYMENT FOR THE BONDS -
General” herein. The District makes no assurances about future legislative or policy changes or the
netting of other tax liabilities against the Subsidy by the Treasury which may affect the amount or receipt
of Subsidy payments.

Redemption of Series 2009B-1 Bonds

Optional Redemption. The Measure Y Serics 2009B-1 Bonds issued as Current Interest Bonds
maturing on or before August 1, 2019, are not subject to optional redemption prior to their respective
stated maturity dates. The Measurc Y Series 2009B-1 Bonds issued as Current Interest Bonds maturing
on and after August 1, 2020, are subject to redemption prior to their respective stated maturity dates, at
the option of the District, from any source of available funds, as a whole or in part on any date on or afier
August 1, 2019, at a redemption price equal to the principal amount of the Current Interest Bonds called
for redemption, together with interest accrued thereon to the date of redemption, without premium.

The Measure Z Series 20098-1 Bonds issucd as Current Interest Bonds are not subject to optional
redemption prior to their respective stated maturity dates.

The Capital Appreciation Bonds are not subject to optional redemption prior to their respective
stated maturity dates.

Mandatory Sinking Fund Redemption. The $13,426,130 term Measure Z Series 2009B-1 Bonds
issued as Capital Appreciation Bonds maturing on August 1, 2034, are also subject to mandatory sinking
fund redemption on August 1 in each of the years and in the respective principal amounts as set forth in
the following schedule, at a redemption price equal to 100% of the principal amount thereof to be
redeemed (without premium), together with interest accrued thereon to the date fixed for redemption:



Mandatory Sinking Fund

Redemption Date Principal Amount

(August 1) to be Redeemed
2024 $ 768,495.65
2025 540,051.05
2026 9635,879.80
2027 1,736,379.35
2028 1,716,340.35
2029 1,691,291.60
2030 1,117,174.25
2031 1,168,273.70
2032 1,089,119.65
2033 1,112,164.50
2034 1,520,960.10

T Maturity.
Redemption of Series 2009B-2 Bonds

Optional Redemption. The Series 2009B-2 Bonds are subject to redemption prior to their
respective stated maturity dates, at the option of the District, from any source of available funds, as a
whole or in part on any date on or after August 1, 2019, at a redemption price equal to the principal
amount of the Series 2009B-2 Bonds called for redemption, together with interest accrued thereon to the
date of redemption, without premium,

Mandatory Sinking Fund Redemption. The $31,000,000 term Series 2009B-2 Bonds maturing
on August 1, 2034, are subject to mandatory sinking fund redemption on August | in each of the years
and in the respective principal amounts as set forth in the following schedule, at a redemption price equal
to 100% of the principal amount thereof to be redeemed (without premium), together with interest
accrued thereon to the date fixed for redemption:

Mandatory Sinking Fund

Redemption Date Principal Amount
{August 1) to be Redeemed

2031 $ 5,000,000

2032 5,000,000

2033 10,000,000

2034F 11,000,000

TMaturity.

The principal amount to be redeemed in each ycar shown above will be reduced proportionately,
in integral multiples of $5,000, by any portion of such term Series 2009B-2 Bonds optionally redeemed
prior to the mandatory sinking fund redemption date.

Redemption Procedures

Selection of Bonds for Redemption. 1f less than all of thc Bonds of a series are called for
redemption, Bonds of such series shall be redeemcd in inverse order of maturities or as otherwise directed



by the District.  Whenever less than all of the outstanding Bonds of any one maturity of a series are
designated for redemption, the paying agent shall select the outstanding Bonds of such maturity and series
to be redeemed by lot in any manner deemed fair by the paying agent. For purposes of such selection,
each Bond shall be deemed to consist of individual Bonds of $5,000 denominations each, which may be
separately redeemed.

Notice of Redemption. Notice of redemption of any Bond will be given by the paying agent not
less than 30 nor more than 60 days prior to the redemption date (i) by first class mail to the County and
the respective Owners thereof at the addresses appearing on the bond registration books, and (ii} as may
be further required in accordance with the applicable Continuing Disclosure Certificate. See Appendix D:
“FORMS OF CONTINUING DISCLOSURE CERTIFICATES.”

Each notice of redemption will contain the following information: (i) the date of such notice; (i)
the name of the Bonds and the date of issue of the Bonds; (iii) the redemption date; (iv) the redemption
price; (v) the dates of maturity of the Bonds to be redeemed; (vi}) (if less than all of the then-outstanding
Bonds of a series are to be called for redemption) the distinctive serial numbers of the Bonds of each
maturity of such series to be redeemed; {vii) (in the case of Bonds of a series redeemed in part only) the
respective portions of the principal amount of the Bonds of each maturity of such series to be redeemed;
(viii) the CUSIP number, if any, of ¢ach maturity of Bonds to be redeemed; (ix) a statement that such
Bonds must be surrendered by the Owners at the principal corporate trust office of the paying agent or
such other location as such paying agent may specify; and (x) notice that further interest on such Bonds
will not accrue after the designated redemption date. The actual receipt by the Owner of any Bond of
notice of redemption shall not be a condition precedent to redemption, and failure to receive such notice,
or any defect in the notice given, shall not affect the validity of the proceedings for the redemption of
such Bonds or the cessation of interest on the date fixed for redemption.

Effect of Notice of Redemption. When notice of redemption has been given substantiaily as
described above and when the redemption price of the Bonds called for redemption is set aside, the Bonds
designated for redemption shall become due and payable on the specified redemption date and interest
shall cease to accrue thereon as of the redemption date, and upon presentation and surrender of such
Bonds at the place specified in the notice of redemption, such Bonds shall be redeemed and paid at the
redemption price thereof out of the money provided therefor. The Owners of such Bonds so called for
redemption after such redemption date shall look for the payment of such Bonds and the redemption
premium thereon, if any, only to moneys on deposit for the purpose in the Interest and Sinking Fund or
the trust fund established for such purpose. All Bonds redeemed shall be cancelled forthwith by the
paying agent and shall not be reissued.

Right fo Rescind Notice. The District may rescind any optional redemption and notice thereof for
any reason on any date prior to the date fixed for redemption by causing written notice of the rescission to
be given to the owners of the Bonds so called for redemption. Any optional redemption and notice
thereof shall be rescinded if for any reason on the date fixed for redemption moneys are not available in
the Interest and Sinking Fund of the District or otherwise held in trust for such purpose in an amount
sufficient to pay in full on said date the principal of, intcrest, and any premium due on the Bonds called
for redemption. Notice of rescission of redemption shall be given in the same manner in which notice of
redemption was originally given. The actual receipt by the owner of any Bend of notice of such
rescission shall not be a condition precedent to rescission, and failure to receive such notice or any defect
in such notice shall not affect the validity of the rescission.



Defeasance of Bonds

The District may pay and discharge any or all of any series of the Bonds by depositing in trust
with the paying agent or an escrow agent at or before maturity, money or non-callable direct obligations
of the United States of America or other non-callable obligations the payment of the principal of and
interest on which is guaranteed by a pledge of the full faith and credit of the United States of America, in
an amount which will, together with the interest to accrue thercon and available moneys then on deposit
in the Interest and Sinking Fund of the District, be fully sufficient to pay and discharge the indebtedness
on such Bonds (including all principal, interest and redemption premiums) at or before their respective
maturity dates.

Unclaimed Moneys

Any money held in any fund or by the paying agent in trust for the payment of the principal of,
redemption premium, if any, or interest on any series of the Bonds and remaining unclaimed for two years
after the principal of all of such series of Bonds has become due and payable (whether by maturity or
upon prior redemption) shall be transferred to the Interest and Sinking Fund of the District for payment of
any outstanding bonds of the District payable from said fund; or, if no such bonds of the District are at
such time outstanding, said moneys shall be transferred to the general fund of the District as provided and
permitted by law.

Application and Investment of Bond Proceeds

General. The proceeds from the sale of the Bonds, to the extent of the principal amount thereof,
will be deposited in the County treasury to the credit of the building fund of the District (the *Building
Fund™) and shall be accounted for together with the proceeds of other bonds of the District separately
from all other District and County funds. Such proceeds shall be applied solely for the purposes for
which the Bonds were authorized. Any premium or accrued interest received by the District will be
deposited in the Interest and Sinking Fund of the District in the County treasury. Interest and carnings on
each fund will accrue to that fund.

All funds held by the Treasurer and Tax Collector of the County (the “County Treasurer”) in the
Building Fund are expected to be invested on behalf of the District by the County Treasurer in such
investments as are authorized by Section 53601 and following of the California Government Code,
consistent with the investment policy of the County. See Appendix E: “SUMMARY OF COUNTY OF
LOS ANGELES INVESTMENT POLICIES AND PRACTICES AND DESCRIPTION OF
INVESTMENT POOL.” See also Appendix F: “COUNTY INVESTMENT POLICY.” The District may
dircet that certain investments in the Building Fund be deposited with a state or national bank or trust
company located within the State or with the Federal Reserve Bank of San Francisco or any branch
thereof within the State, or with any Federal Reserve bank or with any state or national bank located in
any city designated as a reserve city by the Board of Governors of the Federal Reserve System in
accordance with Sections 41015 and 41016 of the California Education Code.



Estimated Sources and Uses of Funds

The proceeds of the Measure Y Series 2009B-1 Bonds and the Serics 2009B-2 Bonds
(collectively, the “Measure Y Series 2009B Bonds”) are expected to be applied as follows:

TORRANCE UNIFIED SCHOOL DISTRICT
(County of Los Angeles, California)
General Obligation Bonds,

Election of 2008 (Measure Y), Series 2009B-1
and
General Obligation Bonds,

Election of 2008 {Measure Y), Series 2009B-2
{Build America Bonds—Federally Taxable)

Estimated Sources and Uses of Funds

Measure Y Mecasure Y
Sources of Funds; Series 2009B-1 Series 2009B-2 Total

Par Amount of Measure Y Series 2009B Bonds  § 23,604,106.00  $31,000,000.00  $ 54,604,106.00

Original Issue Premium 7,088,633.70 - 7,088,633.70
Total Sources $30,692,739.70  $31,000,000.00 $61,692,739.70

Uses of Funds:
Deposit to Building Fund $23,604,106.00  $31,000,000.00 § 54,604,106.00
Costs of Issuance'" : 715,661.42 - 715,661.42
Deposit (o Interest and Sinking Fund® 6,372,972.28 y 6,372,972.28
Total Uses $30,692,739.70  $31,000000.00 S 61,692,739.70

i Includes undenwriter’s discount, bond counsel fees, disclosure counsel fees, rating agency fees, paying agent fees, printing

fees and other miscellaneous expenses.
Consists of any premium received by the District.



The proceeds of the Measure Z Series 2009B-1 Bonds are expected to be applied as follows:

TORRANCE UNIFIED SCHOOL DISTRICT
{County of Los Angeles, California)
General Obligation Bonds,

Election of 2008 (Measure Z), Series 2009B-1

Estimated Sources and Uses of Funds

Measure Z

Sources of Funds: Series 2009B-1
Par Amount of Measure Z Series 2009B-1 Bonds $18.920.282.00
Original Issue Premium 647,868.75
Total Sources $19,568,150.75

Uses of Funds:
Deposit to Building Fund $18,920,282.00
Costs of [ssuance! 302,710.35
Deposit to Interest and Sinking Fund® 345,158.40
Total Uses $19,568,150.75

i Includes underwriter’s discount, bond counsel fees. disclosure counsel fees, rating agency fees, paying agent fees, printing
fees and other miscellanecus expenses.
i Consists of any premium received by the District.

Debt Service

Debt service on each series of the Bonds, assuming no early redemptions, is as shown in the
following tables.



TORRANCE UNIFIED SCHOOL DISTRICT
(County of Los Angeles, California)
General Obligation Bonds, Election of 2008 (Measure Y), Series 2009B-1
and
General Obligation Bonds, Election of 2008 (Measure Y), Series 2009B-2
(Build America Bonds—Federally Taxable)

DEBT SERVICE
Measure Y Serics 2009B-1 Bonds Measure Y Series 2009B-2 Bonds
Current Interest Bonds Capital Appreciation Bonds Current Interest Bonds
Period Ending Interest Paid at Total Debt
August 1, Principal Interest Principal Maturity Principal Interest Service
2010 b - $ 709,088.89 S - - 5 - $1,662,977.78  § 2,372066.67
201 - 938,500.00 - - - 2,201,000.00 3,139,500.00
2012 - 938,500.00 - - - 2,201,000.00 3,139,500.00
2013 - 938.500.00 - - - 2,201,000.00 3,139,500.00
2014 650,000.00 938,500.00 - - - 2,201,000.00 3,789,500.00
2015 900,000.00 919,000.00 - - - 2,201,000.00 4,020,000.00
2016 1,500,000.00 883,000.00 - - - 2,201,000.00 4,584,000.00
2017 1,600,000.00 808,000.00 - - - 2,201,000.00 4,609,000.00
2018 3,070,000.00 728,000.00 - - - 2,201,000.00 5,999,000.00
2019 3,000,000.00 574,500.00 - - - 2,201,000.00 3,775,500.00
2020 4,000,000.00 435,750.00 - - - 2,201,000.00 6,636,750.00
2020 4,300,000.00 225,750.00 - - - 2,201,000,00 6,726,750.00
2022 - - 1,253,286.00 4,146,714.00 - 2,201,000.00 7,601,000.00
2023 - - 1.862,5820.00 7,137,180.00 - 2,201,000.00 11,201,000.00
2024 - - - - - 2,201,000.00 2,201,000.00
2025 - - - - - 2,201,000.00 2,201,000.00
2026 - - 1,468,000.00 8,532,000.00 - 2,201,000.00 . 12,201,000.00
2027 - - - - - 2,201,000.00 2,201,000.00
2038 . . . . . 2,201 ,000.00 2.201,000.00
2029 - - - - - 2,201,000.00 2,201,000.00
2030 - - - - - - 2,201,000.00 2,201,000.00
2031 - - - - 5,000,000.00 2,201,000.00 7,201,600.00
2032 - - - - 5.,000,000.00 1,846,000.00 6,846.,000.00
2033 - - - - 10,000,000.00 1,491,000.00 {1,491,000.00
2034 - - - - 11,000,000.00 781,000.00 11,781,000.00

$19,020,000.00 $9,037,088.89 $4,584,106.00 $19,815,894.00  $31,000,000.00  $52,001,977.78  §135,459,066.67
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TORRANCE UNIFIED SCHOOL DISTRICT

(County of Los Angeles, California)

General Obligation Bonds, Election of 2008 (Measure Z), Series 2009B-1

DEBT SERVICE

Measurc Z Scries 2009B-1 Bonds

Current Interest Bonds

Capital Appreciation Bonds

Period Ending Interest Paid at Total Debt
August |, Principal Interest Principal Maturity Service

2010 5 - 3 96,947.22 - 3 - $ 96,947.22
2011 - 128,312.50 - - 128,312.50
2012 - 128,312.50 - - 128,312.50
2013 - 128,312.50 - - 128,312.50
2014 300,000.00 128,312.50 - - 428,312.50
2015 400,000.00 119,312.50 - - 519,312.50
2016 675,000.00 105,312.30 - - 780,312.50
2017 1,000,000.00 80,000.00 - - 1,080,000.00
2018 1,000,000.00 40,000.00 - - 1,040,000.00
2019 - - 1,050,192.00 749,808.00 1,800,000.00
2020 - - 1,068,960.00 1,931,040.00 3,000,000.00
2021 - - - - -
2022 - - - - -
2023 - - - - -
2024 - . 768,495.65 1,234,861.52 2,003,357.17
2025 - - 540,051.05 962,234.48 1,502,285.53
2026 - - 965,879 80 1,901,211.03 2,867,090.83
2027 - - 1,736,379.35 3,763,633.18 5,500,012.53
2028 - . 1,716,340.35 4,084,930.97 5,801,271.32
2029 - - 1,691,291.60 4,408,836.50 - 6,100,128.10
2030 - - 1,117,174.25 3,182,564.59  4.299.738.84
2031 - - 1,168,273.70 3,629,794.97 4,798,068.67
2032 - - 1,089,119.65 3,683,954.18 4,773,073.83
2033 - - 1,112,164.50 4,088,900.54 5,201,065.04
2034 - - 1,520,960.10 6,069,039.90 7,590,000.00
: $3,375,000.00 $954,822.22 $15,545,282.00 $39,690,809.86  $59,565,914.08

Qutstanding Bonds

In addition to each series of the Bonds, the District has outstanding four additional series of
bonds, each of which is secured by ad valorem taxes upon all property subject to taxation by the District.
The District received authorization at an election held on November 3, 1998, by a two-thirds majority of
the votes cast by eligible voters within the District to issue up to $42,500,000 of bonds (the 1998
Authorization™). On March 2, 1999, the District issued $30,000,000 aggregate principal amount of bonds
as the first series under the 1998 Authorization (the “Series 1999 Bonds™). On August 9, 2001, the
District issued $12,499,152.30 aggregate principal amount of bonds as the second series under the 1998
Authorization (the “Series 2001 Bonds™). As discussed above, on February 5, 2009, the County, at the
request of the District, issued $58,000,000 of bonds (the “Measure Y Serics 2009 Bonds™) as the
District’s first series under the District’s Measure Y 2008 Authorization and $36,000,000 of bonds (the

11



“Measure Z Series 2009 Bonds™) as the District’s first series under the District’s Measure Z 2008

Authorization.

Aggregate Debt Service

Debt service on all of the District’s outstanding bonds, including each series of the Bonds,

assuming no early redemptions, is as shown in the following table.

Period Measure Y Measure Z Measure Y Measure Z
Ending Series 1999 Series 2001 Series 2009 Series 2009 Series 2009B Series 2009B-1 Total Annual
August 1, Bonds Bonds Bonds Bonds Bonds Bonds Debt Service
2010 ¥ 4,186,462.50 S 239,250.00 § 6,748,537.50 $2,193,750.00 $2,372,066.67 $ 96,947.22 $ 15,837,013.89
2011 4,357,650.00 283,312.50 R,543,662.50 3,055,750.00 3,139,500.00 128,312.50 19,508,187.50
2012 - 4,850,000.00 8,855,262.50 3,207,750.00 3,139,500.00 128,312.50 20,180,825.00
2013 - 5,100,000.00 6.473,637.50 3.151,750.00 3,139,500.00 128.312.50 17,933,200.00
2014 - 5,350,000.00 5.447,137.50 2,995,750.00 3,789,500.00 428,312.50 18,010,700.00
2015 - 5,520,000.00 4,640,762.50 3,043,750.00 4,0206,000.00 519,312.50 17.743,825.00
2016 - - 3,750,762.50 2,887,750.00 4,584,000.00 780,312.50 12,002,825.00
2017 - - 3,534,262.50 2,210,750.00 4,609,000.00, 1,080,000.00 11,434,012.50
2018 - - 2,787,062.50 2,508,750.00 5,999,000.00 1,040,000.00 12,334 812.50
2019 - - 3,106,062.50 2.456,250.00 5,775,500.00 1.300,000.00 i3,137,812.50
2020 - - 1,237,875.00 1,403,750.00 6,636,750.00 3,000,000.00 12,278.375.00
2021 - - 1,237,875.00 4,903,750.00 6,726,750.00 - 12.868,375.00
2022 - - 6,237,875.00 4,715,625.00 7,601,000.00 - 18,554,500.00
2023 - - 3,269,125.00 4,777,500.00 11,201,000.00 . 19,247.625.00
2024 - - 2,845,500.00 3,075,937.50 2,201,000.00 2,003,357.17 10,125,794.67
2025 - - 3,738,000.00 3,705,000.00 2,201,000.00 1,502,285.53 11,146,285.53
2026 - 573,000.00 540,000.00 12,201,000.00 2,867,090.83 16,181,090.83
2027 - - 573,000.00 540,000.00 2,201,000.00 5,500,012.53 8,814.012.53
2028 . - 573,000.00 540,000.00 2,201,000.00 5,801,271.32 9,115,271.32
2029 - - 573,000.00 540,000.00 2,201,000.00 6,100,128.10 9,414,128.10
2030 - - 2,823,000.00 2.640.000.00 2,201,000.00 4,299,738.84 11,963,738.84
2031 - - 2,738,000.00 2,414,000.00 7,201,000.00 4,798,068.67 17,151,068.67
2032 - - 2,700,000.00 2,694,000.00 6,846,000.00 4,773,073.83 17,013,073.83
2033 - - 2,756,000.00 2,650,000.00 11,491,000.00 3.201,065.04 22,098,065.04
2034 - - - 11,781,000.00 7,590,000.00 19,371,000.00
Total: 5 8,544,112.50 $21.342,562.50  §85,762,400.00 $62,851,562.50  $135,459,066.67  $59,565,914.08 $373,525,618.25
SECURITY AND SOURCE OF PAYMENT FOR THE BONDS
General

In order to provide sufficient funds for repayment of principal and interest when due on each
serics of the Bonds, the Board of Supervisors of the County is empowered and is obligated to levy ad
valorem taxes upon all property subject to taxation by the District, without limitation as to rate or amount
(except as to certain personal property which is taxable at limited rates). Such taxes are in addition to
other taxes levied upon property within the District. When collected, the tax revenues will be deposited
by the County in the Interest and Sinking Fund of the District, which is required to be maintained by the
County and to be used solely for the payment of bonds of the District.

Property Taxation System

Property tax revenues result from the application of the appropriate tax rate to the total assessed
value of taxable property in the District. School districts receive property taxes for payment of voter-
approved bonds as well as for general operating purposes.



Local property taxation is the responsibility of various county officers. School districts whose
boundaries extend into more than one county are trcated for property tax purposes as separate
Jjurisdictions in each county in which they are located. For each school district located in a county, the
county assessor computes the value of locally assessed taxable property. Based on the assessed value of
property and the scheduled debt service on outstanding bonds in each year, the county auditor-controtler
computes the rate of tax necessary to pay such debt service, and presents the tax rolls (including rates of
tax for all taxing jurisdictions in the county) to the county board of supervisors for approval. The county
treasurer-tax collector prepares and mails tax bilis to taxpayers and coilects the taxes. In addition, the
treasurer-tax collector, as ex officio treasurer of each school district located in the county, holds school
district funds, including taxes collected for payment of school bonds, and is charged with payment of
principal and interest on the bonds when duc.

Assessed Valuation of Property Within the District

Taxable property located in the District has a 2009-10 assessed value of $23,923,479.961. All
property (real, personal and intangible) is taxable unless an exemption is granted by the California
Constitution or United States law. Under the State Constitution, exempt classes of property include
household and personal effects, intangible personal property (such as bank accounts, stocks and bonds),
business inventories, and property used for religious, hospital, scientific and charitable purposes. The
State Legislature may create additional exemptions for personal property, but not for real property. Most
taxable property is assessed by the assessor of the county in which the property is located. Some special
classes of property are assessed by the State Board of Equalization, as described below under the heading,
State-Assessed Property,

Taxes are levied for each fiscal year on taxable real and personal property assessed as of the
preceding January 1, at which time the lien attaches. The assessed value is required to be adjusted during
the course of the year when property changes ownership or new construction is completed. State law also
affords an appeal procedure to taxpayers who disagree with the assessed value of any property. When
necessitated by changes in assessed value during the course of a year, a supplemental assessment is
prepared so that taxes can be levied on the new assessed value before the next regular assessment roll is
completed.

State-Assessed Property, Under the Constitution, the State Board of Equalization assesses
property of State-regulated transportation and communications utilities, including railways, telephone and
telegraph companies, and companies transmitting or selling gas or electricity. The Board of Equalization
also is required to assess pipelines, flumes, canals and aqueducts lying within two or more counties. The
value of property asscssed by the Board of Equalization is allocated by a formula to local jurisdictions in
the county, including school districts, and taxed by the local county tax officials in the same manner as for
locally assessed property. Taxes on privately owned railway cars, however, are levied and collected
directly by the Board of Equalization. Property used in the generation of electricity by a company that
does not also transmit or sell that electricity is taxed locally instead of by the Board of Equalization.
Thus, the reorganization of regulated utilities and the transfer of electricity-generating property to non-
utility companies, as often occurred under electric power deregulation in California, affects how those
assets are assessed, and which local agencies benefit from the property taxes derived. In general, the
transfer of State-assessed property located in the District to non-utility companies will incrcase the
assessed value of property in the District, since the property’s value will no longer be divided among all
taxing jurisdictions in the County. The transfer of property located and taxed in the District to a State-
assessed utility will have the opposite effect: generally reducing the assessed value in the District, as the
valuc is shared among the other jurisdictions in the County. The District is unable to predict future
transfers of Srate-assessed property in the District and the County, the impact of such transfers on its
utility property tax revenues, or whether future legislation or litigation may affect ownership of utility
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assets, the State’s methods of assessing utility property, or the method by which tax revenues of utility
property is allocated to local taxing agencies, including the District.

Locally taxed 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 property and property (real or personal) for which there is a lien on real property sufficient,
in the opinion of the county assessor, to secure payment of the taxes. All other property is “unsecured,”
and is assessed on the “unsecured roll,” Secured property assessed by the State Board of Equalization is
commonly identified for taxation purposes as “utility” property.

Under California law, a city or county can create a redevelopment agency in territory within one
or more school districts. Upon formation of a “project area” of a redevelopment agency, most property
tax revenues attributable to the growth in assessed value of taxable property within the project area
(known as “tax increment”) belong to the redevelopment agency, causing a loss of tax revenues to other
local taxing agencies, including school districts, from that time forward. However, taxes collected for
payment of debt service on school bonds are not affected or diverted by the operation of a redevelopment
agency project area. Morcover, some school districts have negotiated “pass-through agreements” with
their local redevelopment agencies, entitling the district to receive a portion of the tax increment revenue
that would otherwise belong to the redevelopment agency (provided such revenue is not pledged and
needed to pay debt service on redevelopment agency tax-increment bonds). In some cases the pass-
through is mandated by statute.

Shown in the following table is the assessed valuation of the various classes of property in the
District in recent years.

TORRANCE UNIFIED SCHOOL DISTRICT
(County of Los Angeles, California) .
Assessed Valuations
Fiscal Years 2004-05 through 2009-10

Total Before Total After
Redevelopment Redevelopment
Fiscal Year Local Secured Utility Unseccured Increment Increment!!

2004-05 $16,693,573,048 $8.415,698 $1,017,171,831 $17,719,160,577 $17,185,548,779
2005-06 18,002,372,561 6,263,751 995,514,858 19,004,151,170 18,437,630,068
2006-07 19,678,773,171 5,418,076 1,006,025 ,079 20,690,216,326 20,076,363,334
2007-08 21,129,393,163 2,270,103 1,030,564,377 22.162,227.643 21,486,648,809
2008-09 22,288,792,301 2,270,103 1,009,308 827 23,360,371,231 22,483,783,836
2009-10 22,789.435,493 13,723,743 1,120,320,723 23,923,479,961 23,017,225,819

"' Special (voter-approved) ad valorem property taxes collected for payment of debt service on school district bonds are based on assessed
valuation before reduction for redevelopment increment and such special ad valorem property taxes are not affected or diverted by the
operation of a redevelopment agency project area.

Source: California Municipal Statistics, Inc.

Assessments may be adjusted during the course of the year when real property changes ownership
or new construction is completed. Assessments may also be appealed by taxpayers seeking a reduction as
a result of economic and other factors beyond the District’s control, such as a general market decline in
land values, reclassification of property to a class exempt from taxation, whether by ownership or use
(such as exemptions for property owned by State and local agencies and property used for qualified
educational, hospital, charitable or religious purposes), or the complete or partial destruction of taxable
property caused by natural or manmade disaster, such as earthquake, flood, fire, toxic dumping, etc.
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When necessitated by changes in assessed value in the course of a year, taxes are pro-rated for each
portion of the tax year.

Bonding Capacity. As a unified school district, the District may issue bonds in an amount up to
2.5% of the assessed valuation of taxable property within its boundaries. The District’s gross bonding
capacity (also commonly referred to as the “bonding limit” or “debt limit”) is approximately $598.08
million and i#ts net bonding capacity is approximately $484.0 million (taking into account current
outstanding debt before issuance of the Bonds). Refunding bonds may be issued without regard to this
limitation; however, once issued, the outstanding principal of any refunding bonds is included when
calculating the District’s bonding capacity.

Assessed Valuation by Land Use. The following table gives a distribution of taxable property
located in the District on the 2009-10 tax roll by principal purpose for which the land is used, and the
assessed valuation and number of parcels for each use.

TORRANCE UNIFIED SCHOOL DISTRICT
(County of Los Angeles, California)
Assessed Valuation and Parcels by Land Use

2009-10 % of No. of % of
Non-Residential: Assessed Valuation'" Total Parcels Total
Commercial $4,332,018,763 19.01% 1,480 3.63%
Vacant Commercial 64,466,177 0.28 104 0.26
Industrial 2,031,340,193 891 686 1.68
Vacant Industrial 110,625,791 0.49 68 0.17
Recreational 29,367,343 0.13 21 0.05
Government/Social/Institutional 116,831,066 0.51 113 0.28
Possessory/Mineral Rights/Unknown 1,781.178.512 _1.82 483 1.18
Subtotal Non-Residential 3 8,465,827.885 37.15% 2,955 7.25%
Residential:
Single Family Residence $ 10,091,834,654 44.28% 28,971 71.08%
Condominium/Townhousc 2,381,265,179 10.45 6,564 16.10
Mobile Home Park 30,299,148 0.13 15 0.04
2-4 Residential Units 592,324,626 2.60 1,411 346
5+ Residential Units/Apartments 1,204,660,803 5.29 654 1.60
Vacant Residential 23223198 _0.10 191 0647
Subtotai Residential % 14,323,607,608 62.85% 37,806 92.75%
TOTAL $22,789,435,493 100.00% 40,761 100.00%

M Local Secured Assessed Valuation, excluding tax-exempt property.
Source: California Municipal Statistics, Inc.



Assessed Valuation of Single-Family Homes. The foliowing table shows the assessed valuation
of single-family homes in the District for fiscal year 2009-10.

TORRANCE UNIFIED SCHOOL DISTRICT
{County of Los Angeles, California)
Assessed Valuation of Single Family Homes

Per Parcel 2009-10 Assessed Valuation of Single Family Homes

2009-10 Asscssed Average Asscssed Median Assessed
No. of Parcels Valuation Valuation VYaluation
Single Family Residential 28,971 $10,091,834,654 $348,343 $318,204
2009-10 No. of Cumulative Cumulative %
Asscssed Valuation Parcelst® % of Total % of Total Total Valuation % of Total of Total
$0 - §24,999 74 0.255% 0.255% $ 222,291 0.002% 0.002%

$25,000 - 549,999 89 0.367 (0.563 3,713,738 0.037 0.039

$50,000 - §74,999 1,116 31.852 4415 74,291,015 0.736 0.775

$75,000 - $99,999 3,413 11.781 16.196 296,154,069 2,935 3.710
$100,000 - $124,999 2,156 7.442 23.637 240,745,214 2.336 6.095
$125,000 - $149,999 1,342 4.632 28.270 183,021,796 1.814 7.909
$150,000 - $174,999 T 2.661 30.931 125,026,913 1.239 9.148
$175,000 - $199,999 693 2.392 33.323 130,221,958 1.290 10,438
$200,000 - $224,999 875 3.020 36,343 186,086,639 1.844 12.282
$225,000 - $249,999 980 3.383 39.726 232,299,977 2.302 14.584
$250,000 - $274,995 1,078 3.721 43 447 283,022,308 2.804 17.388
$275,000 - $299,999 1,078 3.721 47.168 309,680,128 3.069 20.457
$300,000 - $324,999 1,090 3,762 50.930 340,339,968 3.372 23.829
$325,000 - $349,999 1,138 3.928 54.858 384,168,182 3.807 27.636
$350,000 - $374,999 1,092 1.769 58.628 395,852,061 31,922 31.559
$375,000 - $399,999 1,077 3718 62.345 417,699,216 4.139 35.698
$£400,000 - $424,999 1,105 31814 66.159 455,673,084 4.515 40.213
$425,000 - $449,099 1,046 3611 69.770 457,373,573 4,532 44 745
$450,000 - $474.999 963 3324 73.094 444 886,567 4,408 49153
$475,000 - $499.999 864 2.982 76.076 420,659,676 4,168 53.322
£500,000 and greater 6931 23.924 100.000 4.710.696,281 46.678 1082.000

Total 28,971 100.00% $10,091,834,654 100.00%

" Improved single family residential parcels. Excludes condominiums and parcels with multiple family units.
Source: California Municipal Statistics, Inc.

Largest Taxpayers in District. The twenty taxpayers with the greatest combined ownership of
taxable property in the District on the 2009-10 tax roll, and the assessed valuation of all property owned
by those taxpayers in all taxing jurisdictions within the District, are shown below.
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TORRANCE UNIFIED SCHOOL DISTRICT
{County of Los Angeles, California)
Largest 2009-10 Local Secured Taxpayers

Primary 2000-10 Percent of
Property Owner'" Land Use Asscsscd Value Total?
1. Del Amo Fashion Center Operaling Co. LLC Shopping Center $ 513,639,579 2.25%
2. Toyota Motor Sales USA Inc. Office Building 477,137,128 2.09
3. American Honda Motor Co. Inc. Office Building 387,285,080 1.70
4. Mohbil Oi] Corp. Industrial 262,531,040 115
5. Allied Signal Ine. Industrial 102,159,133 0.45
6. CTC Group Inc, Hotel 63,149 474 0.28
7. Diamondrock Torrance Owner LLC Hotel 62.919,615 0.28
8. Ball Metal Beverage Container Co. RP Industrial 61,809,442 0.27
9. Sunrider Corp. Office Building 61,216,728 0.27
10.  Rreef America REIT Il Corp. GG2 Industrial 60,343,199 0.26
1. Del Amo Financial Center LP Coimmerctal 60,208,921 0.26
12, Alcoa Global Fasteners Inc. Industrial 55,909,613 .26
13, MSK Fairfield Milano LLC Apartments 58,527,871 0.26
14.  Sears Roebuck and Co. Shopping Center 34,531,847 0.24
15, Prologis MacQuaric US LLC Industrial 53,579,096 0.24
16.  Dominguez Investment Company LLC Office Building 53,550,000 0.23
17.  TIC RI Torrance 22 LLC Hotel 52,040,400 0.23
18.  Suncal Torrance Properties LLC Shopping Center 51,496,110 0.23
19.  Torrance Health Association Inc. Industrial 51,141,39G 0.22
20, Del Amo Associates LLC Shopping Center 51,063,704 0.22

$2,508,239 370 11.40%
" Excludes taxpayers with values derived from mineral rights and/or possessory interest.
@ 2009-10 Local Secured Assessed Valuation: $22,789,435493,
Source: California Municipal Statistics, Inc.

Tax Rates

The State Constitution permits the levy of an ad valorem tax on taxable property not to exceed
1% of the full cash value of the property, and State law requires the full 1% tax to be levied. The levy of
special ad valorem property taxes in excess of the 1% levy is permitted as necessary to provide for debt
service payments on school bonds and other voter-approved indebtedness.

The rate of tax necessary to pay fixed debt service on the Bonds in a given year depends on the
assessed value of taxable property in that year. (The rate of tax imposed on unsecured property for
repayment of the Bonds is based on the prior year’s secured property tax rate.) Economic and other
factors beyond the District’s control, such as a general market decline in land values, reclassification of
property to a class exempt from taxation, whether by ownership or use (such as exemptions for property
owned by State and local agencies and property used for qualified educational, hospitai, charitable or
religious purposes), or the complete or partial destruction of taxable property caused by natural or
manmade disaster, such as earthquake, flood, fire, toxic dumping, etc., could cause a reduction in the
assessed value of taxable property within the District and necessitate a corresponding increase in the
annual tax rate to be levied to pay the principal of and interest on the Bonds. Issuance of additional
authorized bonds in the future might also cause the tax rate to increase.

Typical Tax Rate Area. The following table shows ad valorem property tax rates for the last
several years in a typical Tax Rate Area of the District (TRA 9340) over the five year period from 2004-
05 through 2008-09. This Tax Ratc Arca compriscs approximately 78.14% (based on 2008-09 assessed
valuation) of the total assessed value of the District,

17



TORRANCE UNIFIED SCHOOL DISTRICT
(County of Los Angeles, California)
Typical Total Tax Rates per $100 of Assessed Valuation (TRA 9340)
Fiscal Years 2004-2005 Through 2008-09

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

1% General Fund Levy 1.000000%  1.000000%  1.000000%  1.000000%  1.000000%
Los Angeles County 000923 000795 000663 - -
El Camino Community College District 016558 018381 017326 016467 017026
Torrance Unified School District 016912 018848 017992 016953 017312
Los Angeles County Flood Control District 000245 000049 000052 - -
Metropolitan Water District 003800 005200 004700 004500 004300
Total 1.040438%  1.043273%,  1.040733%  1.037920%  1.038638%

Source: California Municipal Statistics, Inc.

In accordance with the law which permitted the Bonds to be approved by a 55% popular vote,
bonds approved by the District’s voters at the November 4, 2008 election may not be issued unless the
District projects that repayment of all outstanding bonds approved at the election will require a tax rate no
greater than $60.00 per $100,000 of assessed value. Based on the assessed value of taxable property in
the District at the time of issuance of the Bonds, the District projects that the maximum tax rate required
to repay the Bonds and all other outstanding bonds approved at the November 4, 2008 election will be
within that legal limit. The tax rate test applies only when new bonds are issued, and is not a legal
limitation upon the authority of the County Board of Supervisors to levy taxes at such rate as may be
necessary to pay debt service on the Bonds in each year.

Tax Charges and Delinquencies

A school district’s share of the 1% countywide tax is based on the actual allocation of property
tax revenues to each taxing jurisdiction in the county in Fiscal Year 1978-79, as adjusted according to a
complicated statutory scheme enacted since that time. Revenues derived from special ad valorem taxes
for voter-approved indebtedness, including the Bonds, are reserved to the taxing jurisdiction that
approved and issued the debt, and may only be used to repay that debt.

The County Treasurer prepares the property tax bills. Property taxes on the regular secured
assessment roll are due in two equal installments: the first installment is due on November 1, and
becomes delinquent after December 10. The second installment is due on February 1 and becomes
delinquent after April 10. If taxes are not paid by the delinquent date, a 10% penalty attaches and a $10
cost is added to unpaid second installments. 1f taxes remain unpaid by June 30, the tax is deemed to be in
default, and a $15 state redemption fee applies. Interest then begins to accrue at the rate of 1.5% per
month. The property owner has the right to redeem the property by paying the taxes, accrued penalties,
and costs within five years of the date the property went into default. If the property is not redeemed
within five years, it IS subject to sale at a public auction by the county treasurer.

Property taxes on the unsecured roll are due in one payment on the lien date, January 1, and
become delinquent after August 31. A 10% penalty attaches to delinguent taxcs on property on the
unsecured roll, and an additional penalty of 1.5% per month begins to accrue on November 1. To collect
unpaid taxes, the County Treasurer may obtain a judgment lien upon and cause the sale of all property
owned by the taxpayer in the county, and may seize and sell personal property, improvements and
possessory interests of the taxpayer. The County Treasurer may also bring a civil suit against the
taxpayer for payment.
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The date on which taxes on supplemental assessments are due depends on when the supplemental
tax bill is mailed.

The following table shows real property tax charges and delinquencies in the District for the
fiscal years 2003-04 through 2007-08.

TORRANCE UNIFIED SCHOOL DISTRICT
(County of Los Angeles, California)
Secured Tax Charges and Delinquencies
Fiscal Years 2003-04 through 2007-08

Secured Amount Delinquent Percent Delinquent
Fiscal Year Tax Charge'" as of June 30 June 30
2003-04 $ 31,548,467 88 § 692,436.97 2.19%
2004-05 33,397.857.40 785,468.28 2.35
2005-06 35,960,639.86 927,679.60 2.58
2006-07 38,863,769.91 1,466,891 44 397
2007-08 42,258,254.38 2,113,033.16 5.00

1% General Fund apportionment. Excludes redevelopment agency trpounds.
Source: California Municipal Statistics, Inc.

Direct and Overlapping Debt. Set forth below is a schedule of direct and overlapping debt
prepared by California Municipal Statistics Inc. and effective October 1, 2009 for debt issued as of
September 10, 2009. The table is included for general information purposes only. The District has not
reviewed this table for completeness or accuracy and makes no representations in connection therewith.
The first column tn the table names each public agency which has outstanding debt as of the date of the
schedule and whose territory overlaps the District in whole or in part. Column 2 shows the percentage of
each overlapping agency’s assessed value located within the boundaries of the District. This percentage,
multiplied by the total outstanding debt of each overlapping agency (which is not shown in the table)
produces the amount shown in column 3, which is the apportionment of cach overlapping agency’s
outstanding debt to taxable property in the District.

The table generally includes long-term obligations sold in the public credit markets by the public
agencies listed. Such long-term obligations generally are not payable from revenues of the District
(except as indicated) nor are they necessarily obligations secured by land within the District. In many
cases, long-term obligations issued by a public ageney are payable only from the general fund or other
revenues of such public agency.



TORRANCE UNIFIED SCHOOL DISTRICT
(County of Los Angeles, California)
Statement Of Direct And Overlapping Bonded Debt
As of September 10, 2009

2009-10 Assessed Valuation: $23,923,479,961

Redevelopment Incremental Valuation: 906,254,142

Adjusted Assessed Valuation: $23,017,225819

DIREGT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable’ Debt 10/1/09

Los Angeles County Flood Control District 2.421% $ 2,050,708

Metropolitan Water District 1.220 3,579,785

El Camiino Community College District 30.353 53,191,794

Torrance Unified School District 100.000 114,079,152

Los Angeles County Regional Park and Open Space Assessment District 2.408 5.361,653
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT § 178,263,092

OVERLAPPING GENERAL FUND DEBT:

Las Angeles County General Fund Obligations 2.408% £ 21,562,902
Los Angeles County Pension Obligations 2.408 5,675,436
Los Angeles County Superintendent of Schools Certificates of Participation 2.408 317,506
Torrance Unified School District Qualified Zone Academy Bonds 100.000 2,320,000
City of Torrance Certificates of Participation 09.900 45779,175
Los Angeles County Sanitation District No. 5 Authority 28.649 16,303,912
Los Angeles County Sanitation South Bay Cities Authority 4,725 458,143
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT $92,417,074
Less: Terrance Unified School District Qualified Zone Academy Bonds
supported by Investment Fund 951,908
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT $ 98,180,642
GROSS COMBINED TOTAL DEBT $270,680,166%
NET COMBINED TOTAL DEBT $269,728,258

" Based on 2008-09 ratios.

? Excludes Bonds to be sold.

' Excludes tax and revenue anticipation notes, enlerprise revenue, mortgage revenue and tax allocation bonds and non-bonded capital lease
Obfigalf()ns_

Ratios to 2009-10 Assessed Valuation:
Direct Debt ($114,079,152) oot 0.48%
Total Direct and Overlapping Tax and Assessment Debt ... 0.75%

Ratios to Adjusted Assessed Valuation;

Gross Combined Direct Debt ($116,399,152). ccoocevvreeen . 0.51%
Net Combined Direct Debt ($1 15,447,224 ). 0.50%
Gross Combined Total Debt ... 1.18%
Net Combined Total Debt...oovoreioieeeeeeeeeeeee e, 1.17%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/09: 50

Source: California Municipal Statistics, Inc.

TAX MATTERS
Series 2009B-1 Bonds Tax Matters
In the opinion of Orrick, Herrington & Sutcliffe LLP, bond counsel to the District (“Bond

Counsel™), based upon an analysis of existing laws, regulations, rulings, and court decisions, and
assuming, among other matters, the accuracy of certain representations and compliance with certain
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covenants, interest on the Series 2009B-1 Bonds is excluded from gross income for federal income tax
purposes under Section 103 of the Internal Revenue Cade of 1986 (the “Code™) and is exempt from State
of California personal income taxes. Bond Counsel is of the further opinion that interest on the Series
2009B-1 Bonds is not a specific preference item for purposes of the federal individual or corporate
alternative minimum taxes, nor is such interest included in adjusted current earnings when calculating
corporate alternative minimum taxable income. A complete copy of the proposed form of opinion of
Bond Counsel is set forth in Appendix C: “PROPOSED FORMS OF OPINIONS OF BOND
COUNSEL” hereto.

To the extent the issue price of the Series 2009B-1 Bonds of any given maturity date is less than
the amount to be paid at maturity of such Serics 2009B-1 Bonds (excluding amounts stated to be interest
and payable at least annually over the term of such Series 2009B-1 Bonds), the difterence constitutes
“original issue discount,” the accrual of which, to the extent properly allocable to cach beneficial owner
thereof, is treated as interest on the Series 2009B-1 Bonds which is excluded from gross income for
federal income tax purposes and State of California personal income taxes. For this purpose, the issue
price of a particular maturity of the Series 2009B-1 Bonds is the first price at which a substantial amount
of such maturity of the Series 2009B-1 Bonds 1s sold to the public (excluding bond houses, brokers, or
similar persons or organizations acting in the capacity of underwriters, placement agents or wholesalers).
The original issue discount with respect to any maturity of the Series 2009B-] Bonds accrues daily over
the term to maturity of such Series 2009B-1 Bonds on the basis of a constant interest rate compounded
semiannually (with straight-line interpolations between compounding dates). The accruing original issue
discount is added to the adjusted basis of such Series 2009B-1 Bonds to determine taxable gain or loss
upon disposition (including sale, redemption, or payment on maturity) of such Series 2009B-1 Bonds.
Beneficial owners of the Series 2009B-1 Bonds should consuit their own tax advisors with respect to the
tax consequences of ownership of Series 2009B-1 Bonds with original issue discount, including the
treatment of beneficial owners who do not purchase such Series 2009B-1 Bonds in the original offering to
the public at the first price at which a substantial amount of such Series 2009B-1 Bonds is sold to the
public.

Series 2009B-1 Bonds purchased, whether at original issuance or otherwise, for an amount higher
than their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium
Bonds™) will be treated as having amortizable bond premium. No deduction is allowable for the
amortizable bond premium in the case of bonds, like the Premium Bonds, the interest on which is
excluded from gross income for federal income tax purposes. However, the amount of tax-exempt
interest received, and a beneficial owner’s basis in a Premium Bond, will be reduced by the amount of
amortizable bond premium properly allocable to such beneficial owner. Beneficial owners of Premium
Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond
premium in their particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Series 2009B-1
Bonds. The District has made certain representations and covenanted to comply with certain restrictions,
conditions and requirements designed to ensure that interest on the Series 2009B-1 Bonds will not be
included in federal gross income. Inaccuracy of these representations or failure to comply with these
covenants may result in interest on the Series 2009B-1 Bonds being included in gross income for federal
income tax purposes, possibly from the date of original issuance of the Series 2009B-1 Bonds. The
opinion of Bond Counsel assumes the accuracy of these representations and compliance with these
covenants. Bond Counsel has not undertaken to determine (or to inform any person) whether any actions
taken (or not taken), or events occurring (or not occurring), or any other matters coming to Bond
Counsel’s attention after the date of issuance of the Series 2009B-1 Bonds may adversely affect the value
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of, or the tax status of interest on, the Series 2009B-1 Bonds. Accordingly, the opinion is not intended to,
and may not, be relied upon in connection with any such actions, events or matters.

Although Bond Counsel is of the opinion that interest on the Series 2009B-1 Bonds is excluded
from gross income for federal income tax purposes and is exempt from State of Calilornia personal
income taxes, the ownership or disposition of, or the accrual or receipt of interest on, the Series 2009B-1
Bonds may otherwise affect a beneficial owner’s federal, state or local tax liability. The nature and extent
of these other tax consequences depends upon the particular tax status of the beneficial owner or the
beneficial owner’s other items of income or deduction. Bond Counse!l expresses no opinion regarding any
such other tax consequences.

Future legislative proposals, if enacted into law, or clarification of the Code, or court decisions,
may cause interest on the Series 2009B-1 Bonds to be subject, directly or indirectly, to federal income
taxation or to be subject to or exempted from statc income faxation, or otherwise prevent beneficial
owners from realizing the full current benefit of the tax status of such interest. The introduction or
enactment of any such future legislative proposals, or clarification of the Code or court decisions may
also affect the market price for, or marketability of, the Series 2009B-1 Bonds. Prospective purchasers of
the Series 2009B-1 Bonds should consult their own tax advisors regarding any pending or proposed
federal or state tax legislation, regulations or litigation, as to which Bond Counsel expresses no opinion.

The opinion of Bond Counscl is based on current legal authority, covers certain matters not
directly addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatinent
of the Series 2009B-1 Bonds for federal income tax purposes. It is not binding on the Internal Revenue
Service (“IRS”) or the courts. Furthermore, Bond Counsel cannot give and has not given any opinion or
assurance about the future activities of the District, or about the effect of future changes in the Code, the
applicable regulations, the interpretation thereof or the enforcement thereof by the IRS. The District has
covenanied, however, to comply with the requirements of the Code.

Bond Counsel’s engagement with respect to the Series 2009B-1 Bonds ends with the issuance of
the Series 2009B-1 Bonds, and, unless separately cngaged, Bond Counsel is not obligated to defend the
District or the beneficial owners regarding the tax exempt status of the Series 2009B-1 Bonds in the event
of an audit examination by the IRS. Under current procedures, parties other than the District and its
appointed counsel, including the beneficial owners, would have little, if any, right to participate in the
audit examination process. Moreover, because achieving judicial review in connection with an audit
cxamination of tax-exempt bonds is difficult, obtaining an independent review of IRS positions with
which the District legitimately disagrees may not be practicable. Any action of the IRS, including but not
limited to selection of the Series 2009B-1 Bonds for audit, or the course or result of such audit, or an
audit of bonds presenting similar tax issues, may affect the market price for, or the marketability of, the
Series 2009B-1 Bonds, and may cause the District or the beneficial owners to incur significant expense.

Series 2009B-2 Bonds Tax Matters

[n the opinion of Bond Counsel, based upon an analysis of existing laws, regulations, rulings and
court decisions and assuming compliance with certain covenants, interest on the Series 20098-2 Bonds is
exempt from State of California personal income taxes. Interest on the Series 2009B-2 Bonds is not
cxcluded from gross income for federal income tax purposes under Section 103 of the Code. Bond
Counsel cxpresses no opinion regarding any other tax consequences related to the ownership or
disposition of, or accrual or receipt of interest on, the Series 2009B-2 Bonds. The proposed form of
opinion of Bond Counsel is contained in Appendix C: “PROPOSED FORMS OF OPINIONS OF BOND
COUNSEL” hereto,
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The following discussion summarizes certain U.S. federal tax considerations generally applicable
to holders of the Series 2009B-2 Bonds that acquire their Serics 2009B-2 Bonds in the initial offering.
The discussion below is based upon laws, regulations, rulings, and decisions in effect and available on the
date hereof, all of which are subjcct to change, possibly with retroactive effect. Prospective investors
should note that no rulings have been or are expected to be sought from the iRS with respect to any of the
U.S. federal income tax consequences discussed below, and no assurance can be given that the IRS will
not take contrary positions. Further, the following discussion does not deal with all U.S. federal income
tax consequences applicable to any given investor, nor does it address the U.S. federal income tax
considerations applicable to categories of investors some of which may be subject to special taxing rules
(regardless of whether or not such persons constitute U.S. Holders), such as certain U.S. expatriates,
banks, REITs, RICs, insurance companies, tax-exempt organizations, dealers or traders in securities or
currencies, partnerships, S corporations, estates and trusts, investors that hold their Series 2009B-2 Bonds
as part of a hedge, straddle or an integrated or conversion transaction, or investors whose “functional
currency” is not the US, dollar. Furthermore, it does not address (1) alternative minimum tax
consequences or (ii} the indirect effects on persons who hold equity interests in a holder. In addition, this
summary generally is limited to investors that acquire their Series 2009B-2 Bonds pursuant to this
offering for the issue price that is applicable to such Series 2009B-2 Bonds (i.¢., the price at which a
substantial amount of the Series 2009B-2 Bonds are sold to the public) and who will hold their Series
2009B-2 Bonds as “capital assets” within the meaning of Section 1221 of the Code.

As used herein, “U.S. Holder” means a beneficial owner of a Series 2009B-2 Bond that for U.S.
federal income tax purposes is an individual citizen or resident of the United States, a corporation or other
entity taxable as a corporation created or organized in or under the laws of the United States or any state
thereof (inciuding the District of Columbia), an estate the income of which is subject to U.S. federal
income taxation regardless of its source or a trust where a court within the United States is able to
exercise primary supervision over the administration of the trust and one or more United States persons
(as defined in the Code) have the authority to control all substantial decisions of the trust (or a trust that
has made a valid election under U.S. Treasury Regulations to be treated as a domestic trust). As used
herein, “Non-U.S. Holder” generally means a beneficial owner of a Series 2009B-2 Bond (other than a
partnership) that is not a U.S. Holder. 1f a partnership holds Series 2009B-2 Bonds, the tax treatment of
such partnership or a partner in such partnership generally will depend upon the status of the partner and
upon the activitics of the partnership. Partnerships holding Series 2009B-2 Bonds, and partners in such
partnerships, should consult their own tax advisors regarding the tax consequences of an investment in the
Series 2009B-2 Bonds (including their status as U.S. Holders or Non-U.S. Holders).

For U.S. Holders.

The Series 2009B-2 Bonds are not expected to be treated as issued with original issue discount
(“OID™} for U.S. federal income tax purposes because the stated redemption price at maturity of the
Series 2009B-2 Bonds is not expected to exceed their issue price, or because any such excess is expected
to only be a de minimis amount (as determined for tax purposes).

Prospective investors that are not individuals or regular C corporations who are U.S. persons
purchasing the Series 2009B-2 Bonds for investment should consult their own tax advisors as to any tax
consequences to them from the purchase, ownership and disposition of the Series 2009B-2 Bonds.

Disposition of the Series 2009B-2 Bonds. Unless a nonrecognition provision of the Code applies,
the sale, exchange, redemption, defeasance, retirement (including pursuant to an offer by the District) or
other disposition of a Series 2009B-2 Bond, will be a taxable event for U.S. federal income tax purposes.
In such event, in general, a U.S. Holder of a Series 2009B-2 Bond will recognize gain or loss equal to the
difference between (i) the amount of cash plus the fair market value of property recetved (except to the
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extent attributable to accrued but unpaid interest on the Series 2009B-2 Bond which will be taxed in the
manner described above)} and (ii) the U.S. Holder’s adjusted tax basis in the Series 2009B-2 Bond
(generally, the purchase price paid by the U.S. Holder for the Series 2009B-2 Bond, decreased by any
amortized premium). Any such gain or loss generally will be capital gain or loss,

In the case of a non-corporate U.S. Holder of the Series 2009B-2 Bonds, the maximum marginal
U.S. federal income tax rate applicable to any such gain will be lower than the maximum marginal U.S.
federal income tax rate applicable to ordinary incorne if such 1.8, holder’s holding period for the Series
2009B-2 Bonds exceeds one year. The deductibility of capital losses is subject to limitations.

For Non-U.S. Holders.

Interest. Subject to the discussion below under the heading “Information Reporting and Backup
Withholding,” payments of principal of, and interest on, any Series 2009B-2 Bond to a Non-U.S. Holder,
other than (1) a controlled foreign corporation, as such term is defined in the Code, which is related to the
District through stock owncrship and (2) a bank which acquires such Series 2009B-2 Bond m
consideration of an extension of credit made pursuant to a loan agreement entered into in the ordinary
course of business, will not be subject to any U.S. withholding tax provided that the beneficial owner of
the Series 2009B-2 Bond provides a certification completed in compliance with applicable statutory and
regulatory requirements, which requirements are discussed below under the heading “Information
Reporting and Backup Withholding,” or an exemption is otherwise established.

Disposition of the Series 2009B-2 Bonds. Subject to the discussion below under the heading
“Information Reporting and Backup Withholding,” any gain realized by a Non-U.S. Holder upon the sale,
exchange, redemption, retirement (including pursuant to an offer by the District) or other disposition of a
Series 2009B-2 Bond generally will not be subject to 1S, federal income tax, unless (i) such gain is
effectively connected with the conduct by such Non-U.S. Holder of a trade or business within the United
States; or (i1) in the case of any gain realized by an individual Non-U.S. Holder, such holder is present in
the United States for 183 days or more in the taxable year of such sale, exchange, redemption, retirement
(including pursuant to an offer by the District) or other disposition and certain other conditions are met.

U.S. Federal Estate Tax. A Series 2009B-2 Bond that is held by an individual who at the time of
death is not a citizen or resident of the United States will not be subject to U.S. federal estate tax as a
result of such individual’s death, provided that at the time of such individual’s death, payments of interest
with respect to such Series 2009B-2 Bond would not have been effectively connected with the conduct by
such individual of a trade or business within the United States.

Information Reporting and Backup Withholding. U.S. information reporting and “backup
withholding” requirements apply to certain payments of principal of, and interest on the Series 2009B-2
Bonds, and to proceeds of the sale, exchange, redemption, retirement (including pursuant to an offer by
the District) or other disposition of a Series 2009B-2 Bond, to certain non-corporate holders of Series
2009B-2 Bonds that are United States persons. Under current U.S. Treasury Regulations, payments of
principal and interest on any Series 2009B-2 Bonds to a holder that is not a United States person will not
be subject to any backup withholding tax requirements if the beneficial owner of the Series 2009B-2
Bond or a financial institution holding the Series 2009B-2 Bond on behalf of the beneficial owner in the
ordinary course of its trade or business provides an appropriate certification to the payor and the payor
does not have actual knowledge that the certification is false. If a beneficial owner provides the
certification, the certification must give the name and address of such owner, state that such owner is not
a United States person, or, in the case of an individual, that such owner is neither a citizen nor a resident
of the United States, and the owner must sign the certificate under penalties of perjury. If a financial
institution, other than a financial institution that is a qualified intermediary, provides the certification, the
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certification must state that the financial institution has received from the beneficial owner the
certification set forth in the preceding sentence, set forth the information contained in such certification,
and include a copy of such certification, and an authorized representative of the financial institution must
sign the certificate under penalties of perjury. A financial institution generally will not be required to
furnish to the I1RS the names of the beneficial owners of the Serics 2009B-2 Bonds that are not United
States persons and copies of such owners’ certifications where the financial institution is a qualified
intermediary that has entered into a withholding agreement with the IRS pursuant to applicable U.S.
Treasury Regulations.

In the casc of payments to a foreign partnership, foreign simple trust or forcign grantor trust,
other than payments to a foreign partnership, foreign simple trust or foreign grantor trust that qualifies as
a withholding foreign partnership or a withholding foreign trust within the meaning of applicable U.S.
Treasury Regulations and payments to a foreign partnership, foreign simple trust or foreign grantor trust
that are effectively connected with the conduct of a trade or business within the United States, the partners
of the foreign partnership, the beneficiarics of the foreign simple trust or the persons treated as the owners
of the foreign grantor trust, as the casc may be, will be required to provide the certification discussed
above in order to establish an exemption from withholding and backup withholding tax requircments,
The current backup withholding tax rate is 28% (subject to future adjustment).

In addition, if the forcign office of a foreign “broker,” as defined in applicable U.S. Treasury
Regulations, pays the proceeds of the sale of a Bond to the seller of the Series 2009B-2 Bond, backup
withholding and information reporting requirements will not apply to such payment provided that such
broker derives less than 50% of its gross income for certain specified periods from the conduct of a trade
or business within the United States, 1s not a controlled foreign corporation, as such term is defined in the
Code, and is not a foreign partnership (1) one or more of the partners of which, at any time during its tax
year, are U.S. persons (as defined in U.S. Treasury Regulations Section 1.1441-1(¢c)(2)) who, in the
aggregate hold more than 50% of the income or capital interest in the partnership or (2) which, at any
time during its tax year, is engaged in the conduct of a trade or business within the United States.
Moreover, the payment by a forcign office of other brokers of the proceeds of the sale of a Serics 2009B-
2 Bond, will not be subjcct to backup withholding unless the payer has actual knowledge that the payee is
a U.S. person. Principal and interest so paid by the U.S. office of a custodian, nominece or agent, or the
payment by the U.S. office of a broker of the proceeds of a sale of a Series 2009B-2 Bond, is subject to
backup withholding requirements unless the bencficial owner provides the nominee, custodian, agent or
broker with an appropriate certification as to its non-U.S. status under penalties of perjury or otherwise
¢stablishes an exemption.

Circular 230,

Under 31 C.F.R. part 10, the regulations governing practice before the IRS (Circular 230), the
District and its fax advisors are (or may be) required to inform prospective investors that:

i any advice contained herein is not intended or written to be used, and cannot be used, by
any taxpayer for the purpose of avoiding penalties that may be imposed on the taxpayer;

ii. any such advice is written to support the promotion or marketing of thc Bonds and the
transactions described herein; and

iil. each taxpayer should seek advice based on the taxpayer’s particular circumstances from
an independent tax advisor.
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OTHER LEGAL MATTERS
Legal Opinion

The validity of each series of the Bonds and certain other legal matiers are subject to the
approving opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsei to the District. Bond Counsel
expects to deliver an opinion with respect to each series of the Bonds at the time of issuance of such series
substantially in the forms sct forth in Appendix C hereto. Bond Counsel, as such, undertakes no
responsibility for the accuracy, completeness or [airness of this Official Statement.

Legality for Investment in California

Under provisions of the California Financial Code, the Bonds are legal investments for
commercial banks in California to the extent that the Bonds, in the informed opinion of the bank, are
prudent for the investinent of funds of depositors, and, under provisions of the Government Code of the
State, are eligible securities for deposit of public moneys in the State,

Continuing Disclosure

The District has covenanted for the benefit of the holders and beneficial owners of each series of
the Bonds to provide certain financial information and operating data relating to the District (the “Annual
Report”) by not later than eight months following the end of the District’s fiscal year (currently ending
June 30), commencing with the report for the 2008-09 Fiscal Year (which is due no later than March 1,
2010) and to provide notices of the occurrence of certain enumerated events, if material. The Annual
Report will be filed by the District with the Municipal Securitics Rulemaking Board through its
Electronic Municipal Market Access system or such other electronic system designated by the Municipal
Securities Rulemaking Board (the “EMMA System”). The notices of material events will be filed by the
District with the Municipal Securities Rulemaking Board through the EMMA System. The specific
nature of the information to be contained in the Annual Report or the notices of material cvents is
surnmarized in Appendix D: “FORMS OF CONTINUING DISCLOSURE CERTIFICATES.” These
covenants have been made in order to assist the Underwriter in complying with Securities and Exchange
Commission Rule 15¢2-12(b)(5) (the “Rule”). The District has never failed to comply in all material
respects with any previous undertakings with regard to the Rule to provide annual reports or notices of
material events,

No Litigation

No litigation is pending or threatened conceming or contesting the validity of the Bonds or the
District’s ability to receive ad valorem taxes and to collect other revenues, or contesting the District’s
ability to issue and retire the Bonds. The District is not aware of any litigation pending or threatencd
questioning the political existence of the District or contesting the title to their offices of District officers
who will execute the Bonds or District or County officials who will sign certifications relating to the
Bonds, or the powers of those offices. A certificate (or certificates) to that effect will be furnished to the
Underwriter at the time of the original delivery of the Bonds.

The District is routinely subject to lawsuits and claims. In the opinion of the District, the

aggregate amount of the uninsured liabilities of the District under these lawsuits and ctaims will not
materially affect the financial position or operations of the District.
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MISCELLANEOUS
Ratings

Moody’s Investors Service (“Moody’s”) and Standard & Poor’s Rating Services {“Standard &
Poor’s™) have assigned their respective ratings of “Aa3” and “AA-" to each series of the Bonds. Rating
agencies generally base their ratings on their own investigations, studies and assumptions. The ratings
reflect only the view of the rating agency furnishing the same, and any explanation of the significance of
such ratings shouid be obtained onily from the rating agency providing the same. Such ratings are not a
recommendation to buy, sell or hold the Bonds There is no assurance that any ratings will continue for
any given period of time or that they will not be revised downward or withdrawn entirely by the rating
agency providing the same, if, in the judgment of such rating agency, circumstances so warrant. Any
such downward revision or withdrawal of a rating may have an adverse effect on the market price of the
Bonds. The Underwriter and the District have not undertaken any responsibility after the offering of the
Bonds to assure the maintenance of the ratings or to oppose any such revision or withdrawal.

Professionals Involved in the Offering

Orrick, Herrington & Sutcliffe LLP is acting as Bond Counsel and as Disclosure Counsel with
respect to each series of the Bonds, and will receive compensation from the District contingent upon the
sale and delivery of each series of the Bonds.

Underwriting

The Measure Y Series 2009B Bonds are being purchased for reoffering to the public by George
K. Baum & Co. (the “Underwriter”) pursuant to the terms of a bond purchase contract executed on
October 15, 2009, by and among the District, the County and the Underwriter (the “Measure Y Purchase
Contract™). The Underwriter has agreed to purchase the Mcasure Y Series 20098 Bonds at a price of
$60,977,078.28 (consisting of the aggregate principal amount thereof, $54,604,106.00, plus net original
issue premium of $7,088,633.70, less underwriter’s discount of $600,645.17, and less costs of issuance
the Underwriter has agreed to pay on behalf of the District in the amount of $115,106.25). The Mcasure
Y Purchase Contract provides that the Underwriter will purchase all of the Measure Y Series 2009B
Bonds, subject to certain terms and conditions set forth in the Measure Y Purchase Contract, including the
approval of certain legal matters by counsel.

The Measure Z Series 2009B-1 Bonds arc being purchased for reoffering to the public by the
Underwriter pursuant to the terms of a bond purchase contract executed on October 15, 2009, by and
among the District, the County and the Underwriter (the *Measure Z Purchase Contract™). The
Underwriter has agreed to purchase the Measure Z Series 2009B-1 Bonds at a price of $19,265,440.40
{consisting of the aggregate principal amount thereof, $18,920,282.00, plus net original issuc premium of
$647,868.75, less underwriter’s discount of $208,123.10, and less costs of issuance the Underwriter has
agreed to pay on behalf of the District in the amount of $94,587.25). The Measure Z Purchase Contract
provides that the Underwriter will purchase all of the Measure Z Series 2009B-1 Bonds, subject to certain
terms and conditions set forth in the Measure Z Purchase Contract, including the approval of certain legal
matters by counscl.

The Underwriter may offer and scll the Bonds to certain dealers and others at prices lower than

the public offering prices shown on the inside front cover page of this Official Statement. The offering
prices may be changed from time to time by the Underwriter.
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The District has duly authorized the delivery of this Official Statement.

TORRANCE UNIFIED SCHOOL DISTRICT

By: /s/ George Mannon, Ed.D.

Superintendent
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APPENDIX A
INFORMATION RELATING TO THE DISTRICT’S OPERATIONS AND BUDGET

The information in this appendix concerning the operations of the Torrance Unified School
District (the “District™), the District’s finances, and State of California (the “State™) funding of
education, is provided as supplementary information only, and it should not be inferred from the
inclusion of this information in this Official Statement that the principal of or interest on the Bonds is
payable from the general fund of the District or from State revenues. The Bonds are payable from the
proceeds of an ad valorem tax approved by the voters of the District pursuant to all applicable laws and
Constitutional requirements, and required to be levied by the County on property within the District in an
amount stfficient for the timely payment of principal and interest on each series of the Bonds. See
“SECURITY AND SOURCE OF PAYMENT FOR THE BONDS" in the fromt portion of this Official
Statement.

THE DISTRICT
Intreduction

The District was established in 1947 and is located in the western side of Los Angeles County,
boarded by the Palos Verdes Peninsula on the south, the Cities of Redondo Beach and Gardena on the
north, the City of Carson on the east and the Pacific Ocean on the west. The District encompasses within
its boundarics all of the City of Torrance. The District’s jurisdiction includes approximately 21 squarc
miles. The District currently operates 17 elementary schools, 8 middle schools, 5 high schools, one of
which 1s a continuation school, and 3 adult schools. The District cstimates that total current enrollment is
approximately 24,600 students.

Board of Education

The governing board of the District is the Board of Education of the Torrance Unified School
District (the “Board™). The Board consists of five members who are elected at large to overlapping four-
year terms at elections held every two years. If a vacancy arises during any term, the vacancy is filled by
an appointiment by the majority vote of the remaining board members and if there is no majority by a
special election. Each December, the Board elects a President and a Clerk to serve one-year terms. The
name, office and the month and year of the expiration of the term of each member of the Board is
described bclow.

TORRANCE UNIFIED SCHOOL DISTRICT
(County of Los Angeles, California)

Board of Education

Name Office Term Expires
Albert Y. Muratsuchi, Esq. President December 2009
Mark Steffen Vice President December 2009
Don Lee Clerk December 2011
Michael P. Ernst, Ph.D. Member December 2009
Terry Ragins Member December 2011
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Superintendent and Administrative Personnel

The Superintendent of the District is appointed by the Board and reports to the Board. The
Superintendent is responsible for management of the District’s day-to-day operations and supervises the
work of other key District administrators. Information concerning the Superintendent and certain other
key administrative personnel is set forth below.

George Mannon, Ed.D., Superintendent. The Board appointed Dr. Mannon as Superintendent
cftective September 15, 2005. Dr. Mannon came to the District from Glendora Unified School District
where he served as superintendent since July, 2000. Previously, he was the superintendent of the Tustin
Unified School District from 1996 to 2000 and the superintendent of the Carlsbad Unified Schoel District
from 1993 to 1996.

Dr. Mannon has worked in public education since 1973 when he was a social studies teacher at
Charleston high School in West Virginia. He went on to serve as a high schoo! assistant principal at
Charleston High School and as principal of Woodrow Wilson Junior High School, also in Charleston. He
then served as an execute director for the Kanawha County. Schools in West Virginia from 1984 to 1987.
From 1987 to 1993, Dr. Mannon worked for the Phoenix Union High School District as a high school
principal, assistant superintendent for Employee Relations and deputy supcrintendent.

Dr. Mannon received a bachelor’s degree in social studics from the University of Tennessee, a
master’s degree in history from Marshall University in West Virginia, and a doctorate in education
administration from Arizona State University.

Dr. Mannon has been involved in community affairs through membership in various education
and service organizations. He has been an active member of Rotary International for 18 years and was
president of the Tustin Rotary Club from 1999-2000. He is currently a member of the Torrance Del Amo
Rotary Club. Dr. Mannon is a member of the Torrance Young Men’s Christian Association {YMCA)
Board of Managers, and on the Board of Dircctors of the Torrance Cultural Arts Foundation and the
Torrance Area Chamber of Commerce. :

Donald Stabler, Ed.D., Deputy Superintendent, Administrative Services. Dr. Stabler began his
carcer as an elementary teacher, moving on as an elementary principal, county schools business
consultant, assistant superintendent/associate superintendent business services to his current position as
deputy superintendent of administrative services where he is responsible for all non-educational functions
of the district. He has received a bachelor’s degree and master’s degree in elementary education and a
doctorate in education in Educational Administration along with the School Business Certifications from
the University of Southern California and the California Association of School Business Officials.

Judy Chai — Fiscal Services Officer. The Board appointed Ms. Chai as Fiscal Services Officer
cffective July 1, 2003. Ms. Chai comes to the District from the Palos Verdes Peninsula Unified School
District where she served as Fiscal Services Director and Senior Fiscal Director since February of 2000.

Previously, she worked as the Fiscal Services Director and Controller for Rowland Unified School
District from 1996 to 2000.

Ms. Chai worked in public accounting from 1988 to 1996 when she was a Certified Public
Accountant at Deloitte & Touche, LLP. She received a bachclor’s degree in Business Administration
from National Taiwan University, and a master’s degree in Professional Accounting from the University
of Texas at Austin.
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DISTRICT FINANCIAL MATTERS
State Funding of Education; State Budget Process

General. As is true for all school districts in California, the District’s operating incoine consists
primarily of two components: a State portion funded from the State’s general fund and a local portion
derived from the District’s share of the countywide property tax. In addition, school districts may be
cligible for other special categorical funding from State and federal government programs. The District
receives approximately 65% of its general fund revenues from State funds, budgeted at approximately
$120 million in fiscal year 2009-10. As a result, decreases in State revenues, or in State legislative
appropriations madc to fund education, may significantly affect District operations.

Under Proposition 98, a constitutional and statutory amendment adopted by the State’s voters in
1988 and amended by Proposition 111 in 1990 (now found at Article XVI, Sections 8 and 8.5 of the
Constitution}, a minimum level of funding is guaranteed to school districts, community college districts,
and other State agencies that provide direct clementary and secondary instructional programs. Recent
years have seen frequent disruptions in State personal income taxes, salcs and use taxes, and corporatc
taxes, making it increasingly difficult for the State to meet its Proposition 98 funding mandate, which
normally commands about 45% of all State general fund revenues, while providing for other fixed State
costs and priority programs and services. Because education funding constitutes such a large part of the
State’s general fund expenditures, it is generally at the center of annual budget negotiations and
adjustments.

Adoption of Annual State Budger. According to the State Constitution, the Governor must
propose a budget to the State Legislature no later than January 10 of each year, and a final budget must be
adopted by a two-thirds vote of each house of the Legislature no later than June 15, although this deadline
is routinely breached. The budget becomes law upon the signature of the Governor, who may veto
specific items of expenditurc. School district budgets must generally be adopted by July 1, and revised by
the school board within 45 days after the Governor signs the budget act to reflect any changes in budgeted
revenues and expenditures made nccessary by the adopted State budget. The Governor signed the
amended 2009-10 Budget Act on July 29, 2009.

When the State budget is not adopted on time, basic appropriations and the categorical funding
portion of each school district’s State funding are affected differently. Under the rule of White v. Davis
(also referred to as Jarvis v. Connell), a State Court of Appeal decision reached in 2002, there is no
constitutional mandate for appropriations to school districts without an adopted budget or emergency
appropriation, and funds for State programs cannot be disbursed by the State Controller until that time,
unless the expenditure is (i) authorized by a continuing appropriation found in statute, (ii) mandated by
the Constitution (such as appropriations for salaries of elected state officers), or (iii) mandated by federal
law (such as payments to State workers at no more than minimum wage). The State Controlier has
consistently stated that basic State funding for schools is continuously appropriated by statute, but that
special and categorical funds may not be appropriated without an adopted budget. Should the Legislaturc
fail to pass a budget or emcrgency appropriation before the start of any fiscal year, the District might
experience delays in receiving certain expected revenues. The District is authorized to borrow temporary
funds to cover its annual cash flow deficits, and as a result of the White decision, the District might find it
necessary to increase the size or frequency of its cash flow borrowings, or to borrow earlier in the fiscal
year. The District does not expect the White decision to have any long-term effect on its operating
budgets.

Aggregate State Education Funding. The Proposition 98 guaranteed amount for education is
based on prior-ycar funding, as adjusted through various formulas and tests that take into account State
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proceeds of taxes, local property tax proceeds, school enrollment, per-capita personal income, and other
factors. The State’s share of the guaranteed amount is based on State general fund tax proceeds and is not
based on the general fund in total or on the State budget. The local share of the guarantced amount is
funded from local property taxes. The total guaranteed amount varies from year to year and throughout
the stages of any given fiscal year’s budget, from the Governor’s initial budget proposal to actual
expenditures to post-year-end revisions, as better information regarding the various factors becomes
available. Over the long run, the guaranteed amount will increase as enrollment and per capita personal
income grow.

If, at year-end, the guaranteed amount is calculated to be higher than the amount actually
appropriated in that year, the difference becomes an additional education funding obligation, referred to
as “settle-up.” If the amount appropriated is higher than the guaranteed amount in any year, that higher
funding level permanently increases the base guaranteed amount in future years. The Proposition 98
guaranteed amount is reduced in years when general fund revenue growth lags personal income growth,
and may be suspended for one year at a time by enactment of an urgency statute. In either case, in
subsequent years when State general fund revenucs grow faster than personal income (or sooner, as the
Legislature may determine), the funding level must be restored to the guaranteed amount, the obligation
to do so being referred to as “maintenance factor.”

In recent years, the State’s response to fiscal difficulties has had a significant impact on
Proposition 98 funding and settle-up treatment. The State has sought to avoid or delay paying settle-up
amounts when funding has lagged the guarantced amount. In response, teachers’ unions, the State
Superintendent and others sued the State or Governor in 1993, 2005 and 2009 to force them to fund
schools in the full amount required. The settlement of the 1995 and 2005 lawsuits has so far resulted in
over $4 billion in accrued State settie up obligations. However, legislation enacted to pay down the
obligations through additional education funding over time, including the Quality Education Investment
Act of 2006 (QEIA), have also become part of annual budget negotiations, resulting in repeated
adjustments and deferrals of the settle up amounts. The State has also sought to preserve general fund
cash while avoiding increcases in the base guarantecd amount through various mechanisms: by treating
any excess appropriations as advances against subscquent years’ Proposition 98 minimum funding levels
rather than current year increases; by temporarily deferring apportionments of Proposition 98 funds one
fiscal year to the next, by permanently deferring the year end apportionment from June 30 to July 2; by
suspending Proposition 98, as the State did in 2004-05; and by proposing to amend the Constitution’s
definition of the guaranteed amount and settle-up requirement under certain circumstances.

2009-10 State Budget. On September 24, 2008, the Governor signed the State budget for fiscal
year 2008-09, the latest budget approval in State history. It is widely acknowledged that even by the time
of its passage, the budget’s revenue estimates were already too optimistic, in light of continuing weak
performance in the California economy and unprecedented adverse developments in the global and
national financial markets, particularly after September 15, 2008. The Governor declared a fiscal
emergency in December 2008, and called three concurrent special legislative scssions in order to address
the budget deficit then estimated to be $42 billion. In the face of growingly negative estimates of State
tax receipts during fiscal year 2008-09, the Governor signed the State’s fiscal year 2009-10 Budget Act
on February 20, 2009 (the carliest date on record), essentially as a revised two year budget settlement for
fiscal years 2008-09 and 2009-10. However, after the failure in May 2009 of six revenue and spending
propositions on the statewide ballot, the passage of which were assumed in the budget bill, work began
again on a fiscal year 2009-10 budget plan. On July 24, 2009, the Legislature approved a new budget
package, which the Governor signed on July 28, 2009. For an accurate view of current Proposition 98
funding, one must treat these three recent budgets as a whole, and consider also the significant
adjustments that have been left to future budget years.
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The amended 2009-10 State Budget consisted of some 30 separate bills; subsequent legisiation
may affect final budget totals. Indeed, if the economy worsens, the assumptions in even the amended
2009-10 State Budget may prove unsustainable, and further cuts and revisions may be nceded. Until
audited fiscal year-cnd 2008-09 State revenues are known, the State cannot determine the final fiscal year
2008-09 Proposition 98 funding requirement. The following information relating to the funding of
elementary and secondary cducation is adapted from the budget summaries prepared by Legislative
Analyst’s Office, the Governor’s office and other sources. '

The amended 2009-10 Statc Budget achieves balance through spending cuts, additional revenue
generation, borrowing from local governments and others, revenue shifts from redevelopment agencies,
and other accounting changes; all of these tcchniques are also present in the adopted Proposition 98
funding plan. Fiscal year 2008-09 Proposition 98 funding for K-12 schools is reduced to $43.1 billion ($9
billion less than the level assumed in the adopted 2008-09 State Budget, and $1.6 billion less than the
February 2009 amended amount); fiscal year 2009-10 funding is established at $44.6 billion ($3.7 billion
less than the February 2009 adopted amount). Over $10.1 billion in mandated Proposition 98 funding is
deferred to future years: the so-called “maintenance factor.” Of budgeted Proposition 98 funding, $1.7
billion is shifted to schoo! districts from property taxes and other moneys belonging to redevelopment
agencies. Funding is also delayed in several ways: 32 billion is deferred from the first months of fiscal
year 2009-10 to December 2009 and January 2010, while $1.8 billion will not be paid until August 2010-
11. Mandated settle-up payments of $450 million for prior years under the Quality Education Investment
Act are also deferred, effectively to fiscal year 2014-15. Cost of living adjustments of over 18% are
deferred, creating a future obligation of over $6.5 billion. Catcgorical funding of $1.6 billion intended for
fiscal year 2008-09 that had not been funded by June 30, 2009, is treated as fiscal year 2009-10
categorical funding, but an cqual amount of minimum guarantee funding is eliminated. For those districts
that would otherwise receive no Proposition 98 minimum guarantee funding from the State, categorical
funding is reduced by $80 million. In addition, the Governor vetoed $3.9 million of approved spending
for special education transportation costs.

State savings is also achicved by lifting various mandates and restrictions on local school
districts: full flexibility is allowed to spend funding for 42 categorical programs as districts wish through
2012-13; the penalties associated with class-size reduction in grades K-3 are largely reduced, and the
minimum days of instruction are reduced from 180 to 175, through reduced or suspended financial
penalties on districts that do not meet existing requirements; districts are excused from buying new
approved instructional materials; proceeds of surplus land sales otherwise restricted to capital
improvements are permitted to be used for general fund expenditures through 2011; the general fund
reserve requirement is reduced to one-third of the otherwise applicable percentage (3% of expenditures
for a district with average daily attendance of up to 30,000), provided this is restored by 2011-12; the
routine maintenance reserve requirement of 3% of general fund expenditures is suspended; and school
districts that project they will not meet financial guidelines due to loss of federal stimulus funding in
fiscal years 2011-12 and 2012-13 will not have their budgets negatively rated as a result.

The District cannot predict how State income or State education funding will vary over the term
to maturity of the Bonds, and the District takes no responsibility for informing owners of the Bonds as to
actions the State Legislature or Governor may take affecting the current year’s budget after its adoption.
Information about the State budget and State spending for education is regularly available at various
State-maintained websites. Text of proposed and adopted budgets may be found at the website of the
Department of Finance, www.dof.ca.gov, under the heading “California Budget.” An impartial analysis
of the budget is posted by the Office of the Legislative Analyst at www.lao.ca.gov. In addition, various
State of California official statements, many of which contain a summary of the current and past State
budgets and the impact of those budgets on school districts in the State, may be found at the website of
the State Treasurcr, www.treasurer.ca.gov. The information referred to is prepared by the respective
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State agency maintaining each website and not by the District, and the District can take no responsibility
for the continued accuracy of these internet addresses or for the accuracy, completeness or timeliness of
information posted there, and such information is not incaorporated herein by these references.

Proposition 14. Beginning in 1992-93, the State has satisfied a portion of its Proposition 98
obligations by shifting part of the property tax revenues otherwise belonging to cities, counties, special
districts, and redevelopment agencies, to school and college districts through a local Educational Revenue
Augmentation Fund (ERAF) in each county. Local agencics, objecting to invasions of their local
revenues by the State, sponsored a statewide ballot initiative intended to eliminate the practice. In
response, the Legislature proposed an amendment to the State Constitution, which the State’s voters
approved as Proposition 1A at the November 2004 clection.

Proposition 1A is intended to, among other things, stabilize local government revenue sources by
restricting the State’s control over local property taxes. Proposition 1A allows the State to divert up to
8% of local property tax revenues for State purposes (including, but not limited to, funding K-12
education) only if: (i) the Governor declares such action to be nccessary due to a State fiscal emergency;
(11) two-thirds of both houses of the Legislature approve the action; (iii) the amount diverted is required
by statute to be repaid within three years; (iv) the State does not owe any repayment to local agencies for
past property tax or Vehicle License Fee diversions to local agencies; and (v) such property tax diversions
do not occur in more than two of any ten consecutive fiscal years. Because ERAF shifts will be capped
and limited in frequency, school and college districts that reccive Proposition 98 funding from the State
will be more directly dependent upon the State’s general fund.

The amended 2009-10 State Budget includes a Proposition 1A diversion of $1.935 billion in local
property tax revenucs from cities, counties, and special districts to the State to offset State general fund
spending for education and other programs. Such diverted revenues must be repaid, with interest, no later
than June 30, 2013. The amended 2009-10 State Budget diverts another $1.7 billion in local property tax
revenues from local redevelopment agencies, but this is not covered by Proposition 1A, and may be
subject to lawsuits by such affected local agencies.

Future Budgets and Budgetary Actions. 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 or the impact such actions will have on State revenues available in the current or future
years for education. The State budget will be affccted by national and State economic conditions and
other factors over which the District will have no control. Certain actions could result in a significant
shortfall of revenue and cash, and could impair the State’s ability to fund schools during fiscal year 2009-
10 and in future fiscal years. Continued State budget shortfalls in fiscal year 2009-10 and future fiscal
years could have a material adverse financial impact on the District.

Allocation of State Funding to School Districts. Under Education Code Scction 42238 and
following, each school district is determined to have a target funding level: a “base revenue limit” per
student multiplied by the district’s student enrollment measured in units of average daily attendance
(“A.D.A.”). The base revenue limit is calculated from the district’s prior-year funding level, as adjusted
for a number of factors, such as inflation, special or increased instructional needs and costs, employee
retirement costs, especially low enrollment, increased pupil transportation costs, ctc. Generally, the
amount of State funding allocated to each school district is the amount needed to reach that district’s base
revenue limit after taking into account certain other revenues, in particular, locally gencrated property
taxes. This is referred to as State “equalization aid.” To the extent local tax revenues increase due to
growth in local property assessed valuation, the ‘additional revenue is offset by a decline in the State’s
contribution,
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Enrollment can fluctuate due to factors such as population growth or decline, competition from
private, parochial, and public charter schools, inter-district transfers in or out, and other causes. Losses in
enrollment will cause a school district to lose operating revenues, without necessarily permitiing the
district to make adjustments in fixed operating costs.

The following table sets forth (1) the District’s actual A.D.A., enroliment and base revenue limit
per unit of A.D.A. for fiscal years 2004-05 through 2008-09, and (i1) the District’s projected A.D.A,,
enrollment and base revenue limit per unit of A.D.A. for fiscal year 2009-10, for kindergarten through
grade 12 (“K-12"), including special education,

Torrance Unified School District

Average Daily Attendance, Enrolilment And Base Revenue Limit
Fiscal Years 2004-05 Through 2009-10

Base Revenue Limit

Average Daily Per Unit of Average Datly
Fiscal Yecar Attendance Enroliment Attendance
2004-05 24,704 25,447 $4,92247
2005-06 24,657 25,428 5,133.47
2006-07 24,674 25,288 5,535.33
2007-08 24,083 25013 5,787.33
2008-09"" 24,024 24,308 6,116.33
2009-10% 23,828 24,600 6,377.33

" The District had a 7.844% base reveaue limit deficit in fiscal year 2008-09, resulting in a funded base revenue limit of $5,636.57.

@1 Figures are projections. The Distriet also expects a 18.355% base revenue limit deficit and a 4.25% cost of living adjustment in fiscal
year 2009-10, which results in net funding of a negative 7.64% and a funded base revenue fimit of $5,206.77.

Source: The District.

In its 2009-10 revised budget, the District projects that it will receive approximately $119.9
million in aggregatc revenue limit income in fiscal year 2009-10, or approximately 65.3% of its general
fund revenucs. State funds for special programs are budgeted to be $16 million for 2009-10. The District
also expects to receive a small portion of its budget from State lottery funds, which may not be used for
non-instructional purposes, such as the acquisition of real property, the construction of facilities, or the
financing of research. School districts receive lottery funds proportional to their total A.D.A. The
District’s State lottery revenue 1s currently budgeted at 3,754,000 for fiscal year 2009-10.

Local Sources of Education Funding

The 'principal component of local revenues is a school district’s property tax revenues, i.e., each
district’s share of the local one-percent property tax, received pursuant to Sections 75 and following and
Sections 95 and following of the California Revenue and Taxation Code. Education Code Section
42238(h) itemizes the local revenues that are counted towards the base revenue limit before calculating
how much the State must provide in State aid. The more local property taxes a district receives, the less
State aid it is entitled to; ultimately, a school district whose local property tax revenues exceed its base
revenue limit is entitled to receive no State aid, and receives only its special categorical aid which is
deemed to include the “basic aid” of $120 per student per year guaranteed by Article IX, Section 6 of the
Constitution. Such districts are known as “basic aid districts.” Districts that receive some State aid are
commonly referred to as “revenue limit districts.”

The District is not a “basic aid district.” Local property tax revenues account for approximately

37% of the District’s aggregate revenue limit income, and are budgeted to be $44 million, or 24% of total
general fund revenue in fiscal year 2009-10. For a discussion of legal limitations on the ability of the
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District to raise revenues through local property taxes, see “CONSTITUTIONAL AND STATUTORY
LIMITATIONS ON TAXES AND APPROPRIATIONS” below.

Developer Fees

The District collects developer fees to finance essential school facilities within the District. The
following table of developer fee revenucs reflects the collection of fees from fiscal years 2005-06 through
fiscal ycar 2009-10.

TORRANCE UNIFIED SCHOOL DISTRICT
Developer Fees
Fiscal Years 2005-06 through 2009-10

Year Total Revenues
2005-06 $1,546,171
2006-07 2,005,830
2007-08 763,120
200809 301,128
2009-10" 200,000

¥ Projected.
Source: The District.

Significant Accounting Policies and Audited Financial Reports

The State Department of Education imposes by law uniform financial reporting and budgeting
requirements for K through 12 school districts. Financial transactions are accounted for in accordance
with the Department of Education’s California School Accounting Manual. This manual, according to
Section 41010 of the Education Code, is to be followed by all California school districts, including the
District. Significant accounting policies followed by the District are explained in Note 1 to the District’s
audited financial statements for the fiscal year ended June 30, 2008, which are included as Appendix B.

Independently audited financial reports are prepared annually in conformity with generally
accepted accounting principles for educational institutions. The annual audit report is generally available
about six months after the June 30 close of each fiscal year. The following table contains data abstracted
from financial statements prepared by the District’s independent auditor, Moss, Levy & Hartzheim,
Beverly Hills, California, California for fiscal years 2004-05 through 2007-08. Moss, Levy & Hartzheim
has not been requested to consent to the use or to the inclusion of its report in this Official Statement, and
it has neither audited nor reviewed this Official Statement. The District is required by law to adopt its
audited financial statements after a public meeting to be conducted no later than January 31 following the
close of each fiscal year.
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TORRANCE UNIFIED SCHOOL DISTRICT
: (County of Los Angeles, California)
Statement of General Fund Revenues, Expenditures and Changes in Fund Balance
Fiscal Years 2003-2004 through 2007-08

2003-04 2004-05 2005-06 2006-07 2007-08
Actuals Actuals Acluals Actuals Actuals
REVENUES
Revenue Limit Sources:
State apportionments $ 62,675.008 § 79,793,655 $ 88,694,201 $ 96,706,025 $ 101,583,766
Local sources 52,974,257 41,535,203 39,833,222 41,903,790 41,987.099
Federal 8,595,604 8,297,346 8,295,924 8,412,662 8,465,227
Other state 33,440,364 35,128,008 37,721,344 47,906,458 45 493,037
Other locai 4,046,195 3,910,540 5,026,114 6,888,963 5,679,260
Total revenues 161,731,428 168,664,952 179,570,805 201,817,898 203,208,389
EXPENDITURES
Certificated salaries 83,673,541 80,763,177 82,503,967 89,731,226 93,109,511
Classified salarics 25,975,910 25,892,522 26,328,710 29,404,200 31,166,642
Employee benctits 28,040,195 33,398,549 33,878,223 34,778,417 33,710,663
Books and supplies 5,507,322 5,617,280 4,510,243 7,207.484 9,062,947
Contracted services and other 14,816,451 15,036,990 16,603,421 18,861,633 20,250,857
operating cxpenses
Capital outlay 199,743 222,085 981,816 5,882,357 6,246,281
(ther outgo 7.084,117 6,686,196 7459471 7,840,159 9,095217
Direct Support/lndirect Costs (791,743) - - - -
Debt Service:
Principal - 196,442 246,607 313,387 103,390
Interest and fiscal charges - 22.570 20,81 17,602 9,394
Total expenditures 164,505,536 167,835,811 172,533,329 194,336,465 204,754,902
Excess (Deficiency) of Revenues (2,774,108) 829,141 7,037,476 7,781,433 (1,546,513)
Over (Under) Expenditures
OTHER FINANCING SOURCES
(USES):
Proceeds from long term debt - - 2,320,000 18,559 -
Transfers in - 1,032,000 500,000 406,253 1,900,000
Transfers out - (1,048,000) (1,114,497) (1,151,614) (1,192,167)
Total Cther Financing Sources (Uses) - {16,000) 1,705,503 (726,802) 707,833
Net Change in Fund Balances (2,774,108) 813,141 8,742 979 7,054,631 (838,680}
Fund Balances, July 1 6,667,091 1,366,228 2,179,369 10,922,348 17,976,979
Prior period adjustment (2,526,755) - - - -
Fund Balances, June 30 $ 1,366,228 $2,179,369 §$10,922,348 $ 17,976,979 $ 17,138,299

Source: District Audited Financial Reports for Fiscal Years 2003-04 through 2007-08.
District Budget Process and County Review

State law requires scheol districts to maintain a balanced budget in each fiscal year. The State
Department of Education imposes a uniform budgeting and accounting format for school districts.

Under current law, a school district governing board must adopt and file with the county

superintendent of schools a tentative budget by July 1 in each fiscal ycar. The District is under the
jurisdiction of the Los Angeles County Superintendent of Schools.
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The County Superintendent must review and approve or disapprove the budget no later than
August 15. The County Superintendent is required to 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 with the established standards. If the budget is
disapproved, it is returned to the District with recommendations for revision. The District is then required
to revise the budget, hold a public hearing thereon, adopt the revised budget, and file it with the County
Superintendent no later than September 8. Pursuant to State law, the County Superintendent has available
various remedies by which to impose and enforce a budget that complies with Statc criteria, depending on
the circumstances, if a budget is disapproved. After approval of an adopted budget, the school district’s
administration may submit budget revisions for governing board approval.

Subsequent to approval, the County Superintendent will monitor each district under its
jurisdiction throughout the fiscal year pursuant to its adopted budget to determine on an ongoing basis if
the district can meet its current or subsequent year financial obligations. If the County Superintendent
determines that a district cannot meet its current or subsequent year obligations, the County
Superintendent will notify the district’s governing board of the determination and may then do cither or
both of the following: (a) assign a fiscal advisor to enable the district to meet those obligations, or (b) if a
study and recommendations are made and a district fails to take appropriate action to meet its financial
obligations, the County Superintendent will so notify the State Superintendent of Public Instruction, and
then may do any or all of the following for the remainder of the fiscal year: (i) request additional
information regarding the district’s budget and operations; (ii) develop and impose, after also consulting
with the district’s governing board, revisions to the budget that will enable the district to meet its financial
obligations; and (ii1) stay or rescind any action inconsistent with such revisions. However, the County
Superintendent may not abrogate any provision of a collective bargaining agrecment that was entered into
prior to the date upon which the County Superintendent assumed authority.

A State law adopted in 1991 (known as “A.B. 1200”) imposed additional financial reporting
requirements on school districts, and established guidelines for emergency State aid apportionments.
Under the provisions of A.B. 1200, each school district is required to file interim certifications with the
County Superintendent (on December 15, for the period ended October 31, and by mid-March for the
period ended January 31) 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
Superintendent reviews the certification and issues either a positive, negative or qualified certification. A
positive certification is assigned to any school district that will meet its financial obligations for the
current fiscal year and subsequent two fiscal years. A negative certification is assigned to any school
district that is deemed 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. A school district that
receives a qualified or negative certification may not issue tax and revenue anticipation notes or
certificates of participation without approval by the County Superintendent. The District has not had any
qualified certification since Fiscal Year 2004-05.

The following table summarizes the District’s adopted General Fund Budgets for fiscal years
2007-08, 2008-09 and 2009-10, and unaudited actuals for fiscal years 2007-08 and 2008-09.
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TORRANCE UNIFIED SCHOOL DISTRICT
General Fund Budgets for Fiscal Years 2007-08, 2008-09 and 2009-10 and

Unaudited Actuals for Fiscal Years 2007-08 and 20038-09

REVENUES
Revenue Limit Sources
Federal Revenue
Other State Revenue
Other Local Revenue

TOTAL REVENUES

EXPENDITURES
Certificated Salaries
Classified Salarics
Employee Benefits
Books and Supplics
Services, Other Operating
Expenditures
Capital Outlay
Other Quigo (excluding Transfers of
Indirect/Direct Supporting Costs)
Transfers of Indirect/Dircct Support
Costs
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES
BEFORE OTHER FINANCING
SOURCES AND USES

OTHER FINANCING SOURCES/USES
Interfund Transfers
Transfer In
Transfers Out
Other Sources/Uses
Sources
Uses
Contributions
TOTAL, OTHER SOURCES (USES)

NET INCREASE (DECREASE) IN
FUND BALANCE

BEGINNING FUND BALANCE, July 1

ENDING BALANCE, June 30

2007-08 2007-08 2008-09 2008-09 2009-10
Ortginal Adopted Unaudited Originat Adopted Unaudited Revised Adopted
Budget Actuals Budget Actuals Budget?
$143,383.768.00  $143,570,865.62 $141,215,61800  $1360,669,939.97  $119.921,712.00

7,825,000.00 8,465,226.98 7,568,000.00 18,414,196.02 15.471.000,00
43,460,000.00 45,493,036.77 43,103.000.60 40,860.859.67 44,275,618.00
3,876,000.00 5.674,378.80'" 4.072,000.00 4,782,350.27 3,790,000.00
198,544,768.00 203,203,508, (77" 195,958,618.00 200,727,345.93 183,458,330.00

92,189,000.00 93,109,510.35 90,884,000.00 89,021,097.93 87.185,300.00
30,010,000.00 31,166,642.32 30,471,000.00 29,731,028.88 31,158,595.00
35,299,000.00 35,710,663.29 36,247,000.00 34,230.823.97 34,275,170.00
5,581,000.00 9,062,947.19 6,671,000.00 5,274.211.11 7,516,000.00
18,358,000.00 20,250.857.05 20,734,000.00 19,800,638.90 20,496,000.00
4,448,000.00 6,240,280.97 835,916.00 856,642.42 -
9.699,000.00 9,949,601.08 9,154,000.00 8,395,345.09 8,429,000.00
(760,000.00) (746,541.58) (712,605.00) (690,876.63) (350,455.00)
194,864,000.00 204,750,020.677 194,284.311,00 186,618911.67 188,709,610.00
3,680,768.00 (1,546,512.50) 1,674,307.00 i4,108,434.26 (5,251,280.00)
1,900,000.00 1,900,000,00 200,000.00 1,819,785.00 200,0060.00
1,550,000.00 1,192,166.96 1.100,000.00 - -
- - - 114,808.29 -
350,000.00 707,833.04 (900.000.00) 1,934,593.29 200,000.00
4,030.768.00 (838,679.46) 774,307.00 16,043,027.55 (5,051,280.00)

16,014.667.02

17,976,979.01

17,138,299.55

17,138,299.55

33,181,327.10

$20,045,435.02

$17,138,299.55

$17.912,606.55

$33,181,327.10

$ 28,130,047, 10"

U The figures differ from the Dissrict’s Audited Financial Report for fiscal year 2007-08 due to a eapital Icase payment made directly from a high scheol
booster club. The amount is not inctuded in the Unaudited Actuais since the District did not pay it. It is treated as a donation to the District and an
expense of the District in the Distriet’s audited financial statements, therefore, increasing the revenue and expenscs by the same amount without

impacting the ending balance.

The District's original adopted budget has been revised to reflect the amended 2009-10 State Budget enacted into law on July 28, 2009, The Distnct

cannet make any predictions regarding any future budget legislation or its effect on school linance. Further adjustments 1o the District’s 2009-10
budget muy be necessary to the extent additional revisiosn to the amended 2009-10 State Budget are enacted into law, See “-State Funding of
Education; State Budget Process — 2009-010 State Budget”™ above.

3

The District’s revised 2009-10 budget provides a posilive ending general fund balance for fiscal year 2009-10 and the District currently projects that

reserves designated for economic uncentainiies wiil meet minimum State requirements and that the District will maintain a positive ending general fund
balance in fiscal year 2010-11. However, the District projects that as much as $9 million of ongoing cuis may be necessary to maintain projected
reserves designated for cconomic uncertainties at minimum State requirements and to provide a positive ending general fund balance in fiscal year
2011-12. The District’s staff is currently formulating a plan to reduce expenditures in erder 10 meet the State minimum reserve requirement in fiscal
year 2011-12. Failure to take corrective actions to meet the State minimum reserve requirement in fiscal year 2011-12 could jeopardize the District's
current positive certification status under AB. 1200 when the Disteict is required to file its first interim report in December 2009.
Source: District Adopted General Fund Budgets for fiscal years 2007-08, 2008-09 and 2009-10; unaudited actuals for fiscal year s 2007-08 and 2008-09.
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District Debt Structure

Long-Term Debt Summary. A schedule of changes in the District’s long-term obligations for the
year ended June 30, 2008 consisted of the following:

Balance Prior Period - Balance Due Within
July §, 2007 Additions Deletions Adjustment July 1, 2008 One Year
Compensaied absences $ 2,239,669 $ 15,482 b $ - $ 2,255,151 $ 60,000
Bonds payable'" 29,804,152 - 2,520,000 - 26,884,152 03,230,000
Unmatured interest payable 3,468,556 700,531 - - 4,169,087 -
Capital appregiation bonds
Capital [eascs 265,856 - 49,216 - 216,640 51,595
Loans payable 327,519 - 47,845 - 279.674 . 49,099
Supplemental employee 1,757,512 4,967,690 945,871 5,779,331 -
retirement plan (SERP)
Other Postcmployment 10,237,496 2,086,252 1,885,111 {10,237,496) 201,141 1,805,180
benefits (OPEB)
Claims payable 6,505,000 - - . 6,505,000 -
SCROC settlement payable 178,313 - 59,437 118,876 59,437
QZAB 2,320,000 - - - 2,320,000 -
Totals 357,104,073 $7,769,955 $5.907,480 $(10,237,496)  $48,729,052 £5,255,311

" Excludes general obligation bonds of the District issued on February S, 2009, in the aggregate principal amount of $94,000,000 and the
Bonds 1o be issued.

General Obligation Bonds. The District received authorization at an election held on November
3, 1998, by a two-thirds majority of the votes cast by eligible voters within the District to issue up to
$42,500,000 of gencral obligation bonds (the “1998 Authorization™). On March 2, 1999, the District
issued $30,000,000 aggregate principal amount of general obligation bonds as the first scries under the
1998 Authorization {the “Series 1999 Bonds™). On August 9, 2001, the District issued $12,499,152.30
aggregate principal amount of general obligation bonds as the second series under the 1998 Authorization
(the “Series 2001 Bonds™).

The outstanding general obligation debt of the District as of June 30, 2008, was as follows:

Redeemed
Amount of Qutstanding Issued Current  Current Fiscal Outstanding
Date of Issue  Maturity Date  Original Issue July 1, 2007 Fiscal Year Year June 30, 2008
March 2, 1999 2011 $30,000,000 $17,480,600 $ $2,845,000 $14,635,000
August 9, 2001 2015 12,499,152 12,324,152 - 75,000 12,249,152
$42,499,152 $29.804,152 b - $2,920.000  $26,884,152

0" Excludes general obligation boads of the District issued on February 5, 2009, in the aggregate principal amount of $94,000,000 and
the Bonds to be issued.

At an election held on November 4, 2008, the District received authorization (i) under Measure
Y, to issue bonds of the District in an aggregate principal amount not to ¢xceed $265,000,000 to finance
critical core facility improvements (the “Measure Y 2008 Authorization™), and (ii) under Measure Z, to
issue bonds of the District in an aggregate principal amount not to exceed $90,000,000 to finance
selectred additional facility improvements (the “Measurc Z 2008 Authorization” and together with the
Measure Y 2008 Authorization, the “Authorizations”). Each Measure required approval by at least 55%
of the votes cast by eligible voters within the District. Measure Y received an approval vote of
approximately 74.13% and Measure Z received an approval vote of approximately 71.23%. On Fcbruary



5, 2009, the District issued the first serics of the authorized bonds under the Measure Y 2008
Authorization in the aggregate principal amount of $58,000,000 and under the Measure Z 2008
Authorization in the aggregate principal amount of $36,000,000.

See also “THE BONDS—Aggregate Debt Service” in the front portion of this Official Statement
for the annual debt service requirements for all of the District’s outstanding gencral obligation bonds.

Capital Leases. The District is leasing equipment under agreements, which provides for title to
pass upon expiration of the lease period. Future minimum lease payments are as follows:

Fiscal Ycar Ending Lease

June 30, Payments

2010 $ 87,264

2011 87,264

2012 82,383

2013 26,100

2014 8,700

291,711
Less amount representing interest (25,512)

Present value of net minimum lease

payn]en[s $266. l 99

Loans Payable. In June 2002, the District received a $471,000 loan from the State of Califormia
Energy Commission to improve facilities. Interest rate on the loan is 3% and the District is obligated to
make semi-annual payments of $24,233 beginning December 22, 2002. Balance of the loan at June 30,
2009, is $181,397. Future loan payments arc as follows:

Fiscal Year Ended

June 30 Principal Interest Total
2010 $ 43,346 $ 5,120 $ 48,466
2011 44 655 3,811 48,466
2012 46,000 2,466 48,466
2013 47,396 1,070 48,466
Totals $181,397 $12,467 $193,864

The District also entered into a loan agreement with California Department of Education in an
amount of $70,253. The purpose of the loan 1s to improve a child care facility for the child care

development program. The loan is payable over ten installment payments with zero percent interest. As
of June 30, 2009, the loan balance was $49,178.

Fiscal Ycar Ended

Junc 30 Principat
2010 $7,025
2011 7,025
2012 7,025
2013 7,025
2014 7,025

2015-2016 14,053

Totals T 549178

Claims Payable. Third party administration provides data on estimated claim liabilities (paid and
rescrves). As of June 30, 2009, the cstimated outstanding liability was $6,505,000 for workers’
compensation. Such amounts were calculated based upon an outside actuarial valuation as of June, 2005



and have been accrued in the accompanying government-wide financial statements. The District’s
liability for claims payable is based on claims reserves established by the claims administrators and
actuarial studics. The claims liability includes an allowance for incurred, but not reported losses.

Southern California Regional Occupational Center (SCROC) Settlement Payable. During
Fiscal Year 2006-07, the District had entered into a settlement agreement with SCROC to repay special
educalion funds which the District owed since fiscal year 2003. The settlement agreement will be paid
over four years with an annual payment of $59,437. As of June 30, 2009, the balance was $59,437.

Qualified Zone Academy Bonds (QZAB). The District issued an interest free Qualified Zone
Academy Bond (“QZAB”) in September, 2005 in the amount of $2,320,000 for the purpose of acquiring
equipment and making improvements to various school sites. The QZAB will mature in September,
2021. The terms of the QZAB arc such that the District makes annual deposits into a sinking fund held
by U.S. Bank National Association, as trustee, commencing September, 2006. The deposits and the
carnings thereon are held by the trustee as collateral until the payment of the debt on the maturity date.
The funds on deposit with the trustce are invested such that the deposits and interest eamed is projected to
be sufficient to repay the debt in full upon maturity. The amount on deposit in the sinking fund is
reported as a restricted investment on the government-wide statement of net asscts. During the fiscal
year, $120,429 was deposited into the sinking fund and as of June 30, 2009 the balance in the sinking
fund was $374,106.

Employment

As of June 30, 2009, the District employed 1,300 certificated professionals and approximatcly
972 classified full time equivalent ecmployces. For the year ended June 30, 2009, the total certificated and
classified payrolls were $91,890,224 (unaudited) and $34,514,017 (unaudited), respectively.

District employees are represented by employee bargaining units as follows:

Number of
Employces
Represented Current Contract
Name of Bargaining Unit (Full time cquivalent) Expiration Date
Torrance Teachers Association 1,229 June 30, 2009
California School Employces Association,
Torrance Chapler 845 349 June 30, 2009
School Employeces [nternational Union Local 99 239 June 30, 2011
California School Employees Association, 185 June 30, 2009 "

Torrance Chapter 19

D The District is curmently negotiating a new contract and expects to, but cannot guarantee that it will, reach a
satisfactory agreement with this bargaining unit.
Source: The District.

Retirement Benefits

The District participates in retirement plans with the State Teachers’ Retirement System
(*CalSTRS”), which covers all full-time certificated District employees, and the State Public Employees”
Retirement System (“CalPERS”), which covers certain classified employees. Classified school personnel
who are employed four or more hours per day may participate in CaiPERS.

District’s Contributions to CalSTRS, Coniributions to CalSTRS are fixed in statute. Tcachers
contribute 8% of salary to CalSTRS, while school districts contribute 8.25%. In addition to the teacher



and school contributions, the State contributes 4.517% of teacher payroll to CalSTRS (calculated on
payroll data from two fiscal years ago). Unlike typical defined benefit programs, however, neither the
CalSTRS employer nor the State contribution rate varies annually to make up funding shortfalls or assess
credits for actuarial surpluses. The State does pay a surcharge when the teacher and school district
contributions are not sufficient to fully fund the basic defined benefit pension {generally consisting of 2%
of salary for cach year of service at age 60 referred to herein as “pre-enhancement benefits”) within a 30-
year period. However, this surcharge does not apply to systemwide unfunded liability resulting from
recent benefit enhancements.

Because of the downturn in the stock market, an actuarial valuation as of June 30, 2003 showed a
$118 milijon shortfall in the baseline benefits—one-tenth of 1% of accrued liability. Consequently, the
surcharge kicked in for the first time in the fiscal year 2004-05 at 0.524% for three quarterly payments,
which amounted to an additional $92 million from the State’s general fund in fiscal year 2004-05.
However, in addition to the smalil shortfall in pre-enhancement benefits (triggering the surcharge), the
June 30, 2003, valuation also showed a substantial $23 billion unfunded liability for the entirc system,
including enhanced benefits. As indicated above, there is no required contribution from teachers, school
districts or the State to fund this unfunded liability.

As of June 30, 2007, an actuarial valuation for the entire system, including enhanced benefits,
showed an estimated unfunded actuarial liability of $20.7 billion. Futurc estimates of the actuariai
unfunded liability may change due to market performance, legislative actions and other experience that
may differ from the actuarial assumptions.

CalSTRS has developed options to address the shortfall but most would require legislative action.
In addition, in the Governor’s 2005-06 Proposcd State Budget and the 2005-06 May Revise of the 2005-
06 Proposed Budget, the Governor proposed increasing the fixed contribution rate from 8.25% to 10.25%
for school districts. Subsequently, the final 2005-06 State Budget was adopted with a contribution rate of
8.25%. In addition to the proposal by the Governor to increase the fixed contribution rate for school
districts, other proposals have been suggested that would modify the District’s obligation to make
contributions to CalSTRS to ciosely parallel the full cost of the retirement benefits provided by CalSTRS,
which proposals would include components for unfunded liability. 1If these proposals were adopted, the
District’s annual obligations to CalSTRS would likely increase substantially,

The District’s employer contributions to CalSTRS for fiscal years 2006-07, 2007-08 and 2008-09
were $7,562,161, $7,857,198 and 37,475,826 (unaudited), respectively, and were equal to 100 percent of
the required contributions for each year. The District projects that its employer contributions to CalSTRS
for fiscal year 2009-10 will be approximately $7,062,000.

CalPERS. All qualifying classified employees of K through 12 school districts in the State arc
members in CalPERS, and all of such districts participatc in the same plan. As such, all such districts
share the same contribution rate in each year. However, unlike school districts’ participating in CalSTRS,
the school districts’ contributions to CalPERS fluctuate cach year and include a normal cost component
and a component equal to an amortized amount of the unfunded liability.

According to the CalPERS State and Schools Actuarial Valuation as of June 30, 2007, the
CalPERS Plan for Schools had a funded ratio of 107.8% on a market value of assets basis. It is expected
that the funded ratio will be less as of June 30, 2008, as the rate of return on assets in fiscal year 2007-08
was 2.4%. On October 22, 2008, CalPERS announced that employer rates for fiscal year 2008-09 would
be unaffected by the market losses experienced in October 2008. CalPERS indicated that rates were butlt
using investment returns from earlier periods, and the effect of the current market downturn in October
2008 will be unknown until investment returns are determined for the fiscal year ending June 30, 2009.
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The District’s employer contributions to CalPERS for fiscal years 2006-07, 2007-08 and 2008-09
were $2,577,065, $2,765,309 and $2,827,743 (unaudited), respectively, and were equal to 100 percent of
the required contributions for each year. The District projects that its employer contributions to CalPERS
for fiscal year 2009-10 wil! be approximately $2,902,000.

The District is unable to predict what the amount of State pension liabilitics will be in the future,
or the amount of the contributions which the District may be required to make. CalSTRS and CalPERS
are more fully described in Appendix B: “FINANCIAL STATEMENTS OF THE DISTRICT FOR THE
FISCAL YEAR ENDED JUNE 30, 2008, Notc 19.

Other Post Employment Benefits (OPEBs)

Other Post Eniployment Benefit Plans. In addition to the retirement plan benefits with CalSTRS
and CalPERS, the District provides ceértain other post employment benefits (“OPEBs”), in accordance
with District employment contracts, to all employees who retire from the District that meet the specific
criteria for the various plans. Currently the District has seven different plans. However, only two plans
allow new retirees to participate. Descriptions of the plans are as follows:

1. Certificated 1997 — 1987: Minimum of 10 years of service with the District, must be age
55 or older up to age 61. The District will provide the retiree an annual contribution of the same annual
amount given to active certificated bargaining members, towards the costs of their medical and dental
premiums for the lifetime of the retirce. The 2007-08 annual contributions were $5,200, and, as of Junc
30, 2008, there were 128 retirees enrolled in this plan.

2, Certificated 1986 — 1987: Minimum of 15 years of service with the District, must be age
55 or older up to age 59. The District will provide the retiree an annual contribution of the lowest cost of
a dental and medical plan for the lifetime of the retiree. The 2007-08 annual contributions were $5,200,
and, as of June 30, 2008, there were 25 retirees cnroiled in this plan.

3. Certificated/Classified 1998 — 1999 Minimum of 10 years of service with the District,
and must be age 55 or older. The District will provide the retiree an annual contribution of $3,000
towards the cost of their medical premium up to age 65. As of June 30, 2008, the District had 2 retirces
enrolled in this plan.

4. Group 5 -- Certificated 1990 — 1993: Minimum of 10 years of service with the District,
and must be age 55 or older. The District will provide the retiree an annual contribution of $3,000
towards the cost of their medical premium for the lifctime of the rctiree. As of June 30, 2008, the District
had 107 retirees enrolled in this plan. '

5. Group 5 — Certificated 1996 — 1997: Minimum of 10 years of service with the District,
and must be age 55 or older. The District will provide the retiree an annual contribution of $3,000
towards the cost of their medical premium up to age 75. As of June 30, 2008, the District had 22 retirces
enrolled in this plan.

6. Certificated/Classificd Medical Retirement Plan October 2000: Minimum of 10 years of
service with the District, and must be age 55 or older. The District will provide the retiree an annual
contribution of $3,000 (increases 2% cach year from 2000) towards the costs of their medical premium up
to a maximum of 5 years, or age 65, whichever comes first, but no less than 2 years, The 2007-08 annual
contribution i1s $3,360. As of June 30, 2008, the District had 119 retirees enrolled in this plan.
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7. Certificated/Classified Regular Retiree — Any benefit eligible employee who is eligible
for retitement under CalPERS or CalSTRS, and has 5 years of service with the District may continue their
health insurance through the District providing the retirec pays the full cost of the medical premiums. As
of June 30, 2008, the District had 477 retirces enrolled in this plan,

The District does not contribute towards the cost of dental and vision benefits for retirees. The
ability to obtain coverage at an active employee rate constitutes a significant economic benefit to the
retirees, called on “implicit subsidy” under Governmental Accounting Standards Board (“GASB”)
Statement Number 45 (“GASB 457). The inclusion of the retirees increase the District’s overall health
insurance rates; it is, in part, the purpose of the GASB 45 actuarial valuation (discussed below) to
determine the amount of the subsidy.

GASB 45. GASB 45 requires accrual accounting for the expensing of other post-employment
benefits (“OPEBs”) much like municipalities are required to account for pension benefits. The expensc is
generally accrued over the working career of employees, rather than on a pay-as-you-go basis, which has
been the practice for most municipalities and public sector organizations. OPEBs generally include post-
cmployment health bencfits (medical, dental, vision, prescription drug and mental health), life insurance,
disability benefits and long term care benefits. The District implemented GASB 45 in Fiscal Year 2007-
08. Howecver, the District has determined that it will continue to address its OPEB liability on a pay-as-
you-go basis. See “~District Funding Policy” below.

District Funding Policy. The contribution requirement of plan members and the District are
cstablished under a funding policy approved by the District’s Board of Education, and may be amended
by the District from time to time. The District’s current funding policy is to contribute an amount
sufficient to pay the current year’s retiree claim costs and plan expenses. For Fiscal Year 2008-09, the
District contributed $1,693,427 (unaudited) to the plan, including current claim costs and plan expenses.
The District has not established an irrevocable trust to prefund its OPEB liability, and no prefunding of
benefits has been made by the District. '

Actuarial Valuation. Total Compensation Systems, Inc., Agoura Hills, California, has prepared
two actuarial valuations covering all of the District’s retiree health insurance benefits and reports that, as
of July I, 2007, the District had an accrued unfunded liability of $18,566,089. As of July 1, 2007, a
change to an accrual funding method in accordance with GASB 45 would have required an annual
required contribution for the fiscal year beginning of such date of $2,086,252. However, as indicated
above, the District currently intends to continue on a pay-as-you-go basis and not to pre-fund its OPEB
obligations.

These benefits are described in Note 11 to the District’s financial statements attached hereto
APPENDIX B: “FINANCIAL STATEMENTS OF THE DISTRICT FOR THE FISCAL YEAR ENDED
JUNE 30, 2008.”

Capital Financing Plan

The District has adopted a capital facilities financing plan to modernize, renovate and, in certain
cases, rebuild existing facilities over the next 9 years. The total capitai facilities costs are expected to
exceed $365 million. These costs are expected to be funded from a variety of sources, including $355
million in general obligation bonds authorized in November, 2008, more than $12 million in State
modernization funds to be requested by the District under the state building program, developer fees and
deferred maintenance funds. Statc modernization funds depend upon the sale of general obligation bonds
by the State, and no assurance can be given that the full amount requested by the District will be funded.
The State currently has no bond funds available to fund the District’s modemization applications and the



funding of the District’s applications is dependent upon future State bond authorizations being approved
by the voters. The plan is to renovate the District’s 30 schools, two of its adult education facilitics and
certain support facilities.

Insurance, Risk Pooling and Joint Powers Agreements and Joint Ventures

The District participates in two joint ventures under joint powers agreements: CSAC Excess
Insurance Authority and School Excess Liability Fund (SELF).

CSAC Excess Insarance Authority. CSAC Excess [nsurance Authority is a joint powers agency
that provides excess liability and property damage coverage for various cities, counties and school
districts.

School Excess Liability Fund (SELF). SELF provides excess liability and property damage
coverage for various school districts throughout Southern California. SELF is governed by an elected
baard who represents the member districts,

CONSTITUTIONAL AND STATUTORY PROVISIONS
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS

Limitations on Revenues

On Junc 6, 1978, California voters approved Proposition 13 (“Proposition 13”), which added
Article XIIIA to the State Constitution (*Article XII{A™). Article X{IIA 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 (i) indebtedness approved by the voters prior to July 1, 1978, (ii)
bonded indebtedness for the acquisition or improvement of real property which has been approved on or
after July 1, 1978 by two-thirds of the voters on such indebtedness, and i) bonded indebtedness incurred
by a school district or community college district for the construction, reconstruction, rehabilitation or
replacement of school facilities or the acquisition or lease of real property for school facilities, approved
by 55% of the voters of the district, but only if certain accountability measures are included in the
proposition.  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 XIITA 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.

County of Orange v. Orange County Assessment Appeals Board No. 3. Section 51 of the
Revenue and Taxation Code permits county assessors who have reduced the assessed valuation of a
property as a result of natural disasters, economic downturns or other factors, to subsequently “recapture”
such value (up to the pre-decline value of the property) at an annual rate higher than 2%, depending on
the assessor’s measure of the restoration of value of the damaged property. The constitutionality of this
procedure was challenged in a lawsuit brought in 2001 in the Orange County Superior Court, and in
similar lawsuits brought in other countics, on the basis that the decrease in assessed value creates a new
“base year value” for purposes of Proposition 13 and that subsequent increases in the assessed value of a
property by more than 2% in a single year violate Article XilIA. On appeal, the California Court of

A-18



Appeal upheld the recapture practice in 2004, and the State Supreme Court declined to review the ruling,
leaving the recapture law in place.

Legislation Implementing Article XIII4. Legislation has been enacted and amended a number
of times since 1978 to implement Article XITIA. 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 100% 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 1, 1979, or bonded indebtedness subsequently approved by the
voters. In general terms, 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 entitics’ revenues in any year exceed the
amounts permitted to be spent, the excess would have to be returned by revising tax rates or fee schedules
over the subscquent two years.

The District’s budgeted appropriations from “proceeds of taxes” (sometimes referred to as the
“Gann limit”) for the 2008-09 fiscal year are equal to the allowable limit of $140,658,528, and estimates
an appropriations limit for 2009-10 of $139,450,111. Any proceeds of taxes received by the District in
excess of the allowable limit are absorbed into the State’s allowable limit.

Article XITIIC 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, asscssments, 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 XIIC
further provides that no tax may be assessed on property other than ad valorem propetty 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 XITID 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. Tt 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,

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; (¢) 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 Transportation Authority v.
Guardino. This decision reaffirmed the constitutionality of Proposition 62. Certain matters regarding
Proposition 62 were not addresscd 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.

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 changed 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 through 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 revenucs as the
percentage appropriated to such districts in 1986-87, which percentage is equal to 40.9%, or (b) the
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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
cvent, 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 Statc 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 cnter
the base funding calculation for K-14 districts for subsequent years, creating further pressure on other
portions of the State budget, particularly if revenucs 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 (1) 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 100% 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 “qualificd 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, bascd on the actual limit for fiscal ycar 1986-87, adjusted forward to
1990-91 as if Senate Constitutional Amendment 1 had been in effect; and (5) adjusted the Proposition 98
formula 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 XIIIB by reference to per capita personal income) and enrollment (the
“second test™). Under Proposition 111, school districts would reccive 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 ycar was less than the annual growth in State per capita
personal income. Under the 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

A-21



second test would become a “credit” to be paid in future years when general fund revenuc 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 provisions of Proposition 98
have been applied to school funding see “DISTRICT HISTORY, OPERATION AND FINANCIAL
[INFORMATION — State Funding of Education; State Budget Process.”

Future Initiatives
Article XILLA, Article XIIIB, Article XIIIC, Article XIIID, as well as Propositions 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.
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TORRANCE UNIFIED SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDED JUNE 30, 2008

MISSION OF THE SCHOOL. DISTRICT

The mission of the Distriet is to ensure that cach and every student is prepared to succeed in Hfe.
‘Ihis is accomplished in an environment of trust and respect that fosters positive aniudes toward
self, others, work, and responsible citizenship. We are dedicated 1w moximizing individuat
poteniial apd developing lielonyg leamers who will be contributing members in a global society.

ENROLLMENT

The District primarily earns incame through entellment converted 10 Average Daily Atieniance
(ADA). Enroltment is simply the total number of swwlents errolled in Disirict schools; ADA is
the Average Daily Atendance of those corolled students.  Average Daily Attendance
computations are important because they are used as the basis for most of the District’s General
Fund revenue. In the District, the ADA figure geneaally amounts w approximately 97% of the
avernge eorollment.  The fellowing illustrates the District enrollment and Avernge Daily
Anendance (ADA} change over the prior and curren year.

i ENROLLMENT
]
[ Ervaiment |

NUMBER OF PUPILS

CAPITAL ASSETS

tn the fiscal year 2001-2002, the District was required to implement GASS 34, which requires the
inclusion of capital assets and related depreciation, The extent of not including these items would
materially misstute the financial statements, resuiting in an adverse gpinion from the indepeadent
audit fizm, Capital Assets ase recorded with a histotical cost, net of accumulated depreciation, of
$112,149.531.

KESERVE
The purpose of a financial reserve is not simphy for annual unforescen emergencies; mere

imporani, a heakhy reserve serves as financial “ballast™ in # difficuit year. Financial reserves
enzble the District to deficit finance over a shont period of time, mitigating the impact of peripdic

TORRANCE UNIFIED SCHOGL DISTRICT
MANAGEMENT'S DISCUSSTON AND ANALYSIS
FISCAL YEAR ENDED JUNE 30, 2008

State income shortfails upon the instructional programs, The staie required minimum reserve for
cconomic uncertainsy for a district of our size is 3%. ideatly, the ending bafance should remain
relatively constant in propotiion 10 total budget o provide a safeguard for cconomic difficulties.
The chart below shows the District’s General Fund ending balances for the period 2005/2006
through 2007/2608. Tn 2007-2008, the restricted portion of these funds was approximately 2%,

! 20,000,000 - 73‘7!:%.;7.&1"7.@"{6,979%%
| 15,000,000 e
10,000,000 -
5,000,000 |32
o :ﬁ-a:f-: I
; 20052006 ! 2006/2007 5 2007/2008 |
——Series1] 10,522,348 I 17876979 |  17.138299

REPORTING THE SCHOOL DISTRICT AS A WHOLE
The Statement of Net Assets and the Statement of Activitics

One of the mass important questions about the District ix “the District as & whole better off or
worse off’ financially as a result of the years activiiies™ The Statement of Net Assets und the
Statement of Activities, which appear fimst in the Districvs financial siatements, repont
information on the Diswrict as @ whole and hs activities in 3 way that belps you answer the
question. We prepared these statements 1o include all asseis and Eabilitics using the acerual basis
of acoounting that is similar 10 the accounting principals vsed by most private sector conyRnies,
‘This accrual hasts of accounting takes into consideration all of the current year's revenues and
expenses regardless of when cash is received or paid. Both statemenis report the District’s net
assers, the difference between asscts and lisbilities as reported in the Statement of Net Assets, as
one way 1o measure the Disrier's financial health, or financial position, Over time, the increases
or decreases in the Diswicr's net assets, as reported in the Statement of Activities, are onc
indicater of whether its financial healih is improving or detedorating. The refatienship between
revenues and expeases andicates the Districr's aperating results. However, the Distriet’s goal is 1o
provide services 10 our studenls, ngt to generale profis as commercial entities,  One must
consisler many ether non-financial factors, such as the quality of the education provided and the
safety of the schools to 2ssess the overall healih of the district. The Disiricrs net assels were
100,982,412 at June 30, 2008, Of this amount, $86,458,210 represents invesunents in capital
nss<ts, net of redated debt,



TORRANCE UNIFIED SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FiSCAL YEAR ENDED JUNE 30, 2008

NET ASSET at June 30, 2003
Busingss-
Governmental | Type
Activitias Activities Total

Current Assels $69,807,6200 {511,2030 $69,796,32§]
Noncurrerd Assets S112,074,7811  S74.7500 $412,149.535

Total Assets 5181,882,4100  $63.447] 5181,945 B57]
Current Liabilities $37.426,472] 583,232 $37,489,704
Naccurrens Liablities 543471741 43473740

Total Liabities $60.600,213] $53.232f 580.963,445
el Assets

invested in Capitat Assets - Nat of Debt $86.283, $74,7500 586,458,210

Restricted for ather Special Purposes 58,469,8 $8,459,684

Unrastricted $8.120,051] (574,535 $6,054,51
[TOTAL NET ASSETS $ 100,882, 167] 52158 $100,982.4%

CHANGE 1N NET ASSET
Business-
Governmental]  Type
Activilies Activities Total
Frogram Revenua $85,790,903 555,?90,90-3‘
IGeneral Revenues $170,632,352F S577.6500 $171,210,00
Tolal Revenues $226.423.255) $577.650] $227,000,905

nstruction $130.855.880% $139,855,884
Instruction Relaled and Pupit Suppont Services] 536,772,924 $36,772,924
General Administration 510,926,962 510,926,982
fOiher $34,524,285 $603,295] $35,127.581

Total Expenses $222,060,051] $603206] 5022683347
CHANGE IN NET ASSETS 54,343 2041 (525,848 34,317,558

REFPORTING THE SCHOOL DISTRICT'S MOST SIGNIFICANT FUNDS
Fund-Rased Financial Statements

The Districis fund-based financial statements provide detailed information abowt the Dinrict’s

maost significant funds. Some funds are required w be established by State law and bond -

covenants, However, the Disirict establishes many other fuads as needed to control and manage
morncy for spectfic purpases such as self-insurance fund, The major governmental fund of the
District is the General Fund,

TORRANCE UNIFIED SCHOGL IMSTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDED JUNE 30, 2008

Govermmental Fundg

The major fund, like most funds of the District, is o Govemmental Fund, Governmental fund:
reporting focuses on how morcy flows inta and out of the funds and the balances that remain at
the end of the year, The governmental fund statements provide a detailed shortvicrm view of the
District's gperations and services. Governmental fund information helps to determine the kevel of
fimmcial resources nvailable in the near future to finanee the Distriet’s programs.

Proprictary Funds

Proprictary Funds use fuil accruat basis of accounting. The District has a Sebf-Insurance Fuad,
which includes Health/Welfare, snd PropertyfLiability, The Distriet afso started an Enterprise
Fund in 2004-2005 10 account for fec-based preschool program.

Fiducingy Funds

The District is the trusiee, or Nduciary. for its student activity funds, Ali of the District's
fiduciary activities are rcported in separate siatements, We exclude these activities ltom the
District's other financial statements because the Districl cannot use these assets 1o finance its
operation. 1he District is nesponsible for ensuring that the assets repoded in these funds ure used
tor their intended pumoses.



TORRANCE UNIFIED SCHOOL DISTRICT

TORRANCE UNIFIED SCHOOL DISTRICT

STATEMENT OF ACTMITIES

For the Fiscal Year Ended June 30, 2008

STATEMENT OF NET ASSETS
June 3G, 2003
Govemmental Business-type

Assets Activities Activities Totals
Cash in county treasury $ 000 S 78234 § 37,079,354
Cash on hand and in banks 1,018,228 1,018,236
Revohving cash fung 50,000 56,000
Cash with fiscal agents 826,101 826151
investments 5,006,450 5,006,450
Actounts receivable 21,696,962 443 21,687,405
Intemal batances 90,000 {99,000}
inventaries, at cost 483223 481,223
Deferred charges. net of accumuiated amorzz ation 38,281 38281
Otner assets 3.597.186 3.597.188
Land 1,708,018 1711019
Construction in progress 13,462,879 13,462 879
Builgings and improvemems 154 818,510 154,816,510
Eguipment 7,153423 £0.000 7,233.423
Less: accumulated depreciation (84.869.050) {5,250 (54,874.300)
Total Asseis 1581.882.410 63,447 181,945 857
tiabilities
Actourts payabie 26,451,644 63,232 26,544,876
{ntermst payable 326.308 326,308
Deferred revenue 363,209 36531208
Hote payadle 5.000.000 5,000,000
Long-term liabdities;

Due within one year 5255311 5,255,311

Due in mere than one year 43473741 43,470 747
Total Liabitines 80,900.253 63.232 80.983.445
Nel Assols
Invested in copital assets, net of celated depy 86,383,460 74,750 86,658,210
Restricled fos;

Capital projects 1,263,659 1,263,659

Educational programs 7,208,027 7,208,027
Unresitcted §.129.051 {74,535 6054 516
Tota! net easels 3 100582197 ¢ 215§ 100982442

See notes 1o basic financial statements

Governmeantat Anthalies:
Instruction
nstruction-related sarvices:
Instructionat supervision and
administration
Instructional Yarary, media, and
technology
Sched site administation
Pupd services!
Hame-ig-schopl transpadtation
Faoa services
All other pupi services
General administration,
Centratized data processing
All gther general sdminisiraton
Plant services
Ancilary services
Inteses! on lor}-term debl
Qther ouige
Unaflocated depreciation

Total governmentat aciraties

Buslness-type activities
Prescroot

Total business-type activilies

Tolat government

See noles o basic financial statements

Program Revenues

Operating Capitat
Charges for Grants and Granis and
Expenses Services o ions Contnbutions
§ 133855880 % A02.462 % 13065554 §
5,130,798 3038311
831,633 72,778
12,834,087 124,291 1,503,780
4,404 022 2,537 2,554,081
5.902,692 1812727
1.669,992 12,358 1,573,597
1,507,085
9,419 877 26596 1,077,889
16,498,169 60,704 2,115,341
2328714 128,240
1505680
10,069,807 7.419,957
4,123,915
222,080,051 £528.048 85,161,855
£03.296
603,296
$ 2228837 0§ 829048 $ 55161855 § -

General revenues!

Taxes and supvenbans:
Taxps levied for generai purposes
Taxes levied for debt service
Tax levied for other specific purposes

Federal and state aid not restricted to specific

purposes

Interest and investment sarnings

Miscefianeous
Tatal general revenues

Change in net assets

Kat asseis beginning of fiscal year

Priar pedod adiusiment

Net assets beginning of fiscal year, restated

Met assels eng of fiscal

year



Net {Expense) Revenue
and Chanaes in Nei Assets

TORRANCE UNIFIED SCHOOL DISTRICT
GOVERNMENTAL FUNDS

Govemmental Businass-type

Actvities Activities Totat
$ (105447864} § - § (105,487.864)
{2,092,687) {2,092 68T
{859,855) (658855
{11,206.18) {11.206,318)
{1,847.404) (1,847,404)
{4,288,365) (4,289,365}
(5,084,037 16,084,037}
(1.507,085) {1,507,085)
(8,316,092} 18,316,062}
{14,321,524) (14,321,524}
[2,198,474) (2,198,474}
{1.505,680) (1,505,680}
(2.549,850) (2.649.850)
(4.323.91%) (4.123.915)
(166,289, 14B) {166.289.548)
(603 296) (503.296)
1603.296) {503,285)
{165,289,148) {603,296) {166,6892.444)
41,147,749 41,147,749
agonr 3.920.217
B.761 8,761
115,380,765 115,380,765
1,848,072 1716 1,819,788
B.355,788 575,934 8,932.722
§70 632,252 571,650 17+.210.002
4.343.204 (25.646) 4317558
86,132,400 25,864 86,358,261
+0.306 593 10,308,59)
96,638,693 25.861 96,664,854
$ 100982487 S 215 § 100,882,412

BALANCE SHEET
June 30, 2008
Other Toat
Genesal Governmental Govemmental
Fund Funds Funds
Assets
Cash in county treasury % 15834840 § 12,912,808 28,747 449
Cash on hand and in banks 1,018,226 1,018,238
Cash in revolving fund 40,000 10,000 50,000
Cash with fiscat agents 5600 8,591 526,191
Investments 5,006,450 5,006,450
Accounts receivable 18,447,089 3,239,784 21,586,883
Due from other funds 1,280,000 376.866 1,666,866
Inventory, at cost 418 048 67,175 483,22}
Other assely 3.597. 186 3.587,185
Total assels S 45448023 § 17.634 461 63,082,424
tiabilities and Fund Balances
Liabikbes:
Accounts payable % 22584151 8 2.25%,300 24,943 441
Due to other tunds 376,856 1,200,000 1,576,686
Note payable 5,000,000 5,000,000
Deferred tevenue 248,717 114,452 363,208
Total Eabiblies 28.309.724 3.573.782 31,881,516
Fund batances:
Reserved fund balances:
Reserved for revolving fund 40,080 10,060 50400
Reserved for inventory 416 048 67.17% 483223
Reserved for legaly restncted balancas 7,206,027 7,206,027
Oesignated tund balances:
Oesignated lor economic uncenainties 8,508,003 2,022,160 10,530,163
Other designations 968,22 8.0686,197 8,035.018
Undesignatad 3.854.537 3,894,537
Total fund balances 17,138 299 14,060.669 31,158 988
Total abdiies and fund balances § 45448023 & 17,634,461 63.082,484

See notes 10 basic financiat siatements



TORRANCE UNIFIED SCHOOL DISTRICT

RECOMNCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

Jutie 30, 2008

Totad fund balances - governmental funds S 31,188,988

in governmental funds, onfy cwrent assels are reporled. In the statement 62 nor assels,
all assets are reported, including captal assets ang accumulated detecintion

Capital assets a\ nigtorical cost $ 176,843,831
Accumulated defireciation (64.868,050)
Net 112,074,781

In governmenta! funds, debt issue COsis are recognized as expendiures in the penod
they arg incurred, In the government-wide Slalements, depl issue COSIS are
amoriizen over the fife of (he debl, Unamornized debl issue costs intiuted
on the statement of net assets arg: 38.28

In governmentat funds, interest on long-term debl is not recognized urdl ihe peroc in
which & matures and is paid. In govermment-wide sialement of activiies, it is
recognized in the period that 1t i incurred. {326,208)

Long-tetm habiliies: In governmental funds, oaly current flatulities are reponted.
in the siatement of net assets, ab Eabiities, including long-term lipkelties, are
reportad. Long-lemn Faohities refating 10 goverrenental activities consist of:

Compensated absences $ {2.255,351)
General obligation bonds payable {31,083,239)
Capital leases (216,640}
Loan payable (279,674}
Supplomental empicyee relrement plan {5.779,331}
Other postempioyment benetit {201,141
Claims payabla {6.307,000)
SCROC setllement payable (118,876}
QZAB 12,320,000}
Totat (48,531,852}

Entermat service fund is used 1o conduct certain activiies 1oc which costs are charged
1o other funds on 8 lult cosirecovery basis, Because intemat service tund i
prosumed o operats for (he benedt of governmental activilies, asseis ond liabilnies
of internal service fund are reporied with governmental activities ini the statement of

net asseis. (Included $198.000 claims payable) 6.527.527
Tetal net assats, governmeninl actwilies $ 100.982.197

Sae noles o basic inanciat s1atements

TORRANCE UNIFIED SCHOGL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2008

Other Tatal
Govermnmental Gavermmental
General Fund Funds Funds
Revenuos:
Revenue Limit Sourges;
Slate apportonments 5 101,583,766 § - $ 101,583,786
tocat sources 41,987,058 41,887,099
Federa) B,465,227 2,075,201 10,540,428
Qther state 45,493 037 10,483,509 55,078,546
Crher Yocal 5,679,260 10,556,156 16,335.416
Total revenyes 203,208,289 23,214 866 226,423,255
Expenditures:
Cenicated salanes 93,109,511 3,683,199 96,792,710
Classified salaries 31,186,642 4,732,783 35,889,425
Empioyee benefits 35,710,663 2,584,169 38,204 832
Bogks and supplies 9,062 927 3,091,528 12,154 475
Coniragiad services and other
operaling expenses 20,250,857 2278741 22,530,558
Capital outlay 6,246,281 996,286 7,242,567
Cther oulgo 9,085.217 746,541 9,841,758
Debt service
Principal 103,350 2,873,108 3,076,488
Interest and fiscal charges 9,354 851,588 860,882
Total expenditures 204 754,902 21.638.943 226,693,845
Excess of mvenues over (under)
expenditures _{1,546,51Y) 1,275,923 {270.590) .
Otheyr Financing Sources (Usesi:
Transfers in 1,900,000 1,192,167 3,062,167
Transiers oul 1,192,167} (1.600,000) {3.082.167)
Total other linanging sources (uses) 707.833 {707,833}
Net change in fund balances {838,680) 568,090 (270.596)
Fund balances, July 1, 2007 17,876,979 13,492 578 31,465 558
Fund balances, June 30, 2608 $ 174382935 5§ 14060665 % 34,158,958

Sae nates 1o basiz financial staterments



TORRANCE UNIFIED SCHOOL DISTRICT

RECONCILIATION OF TrE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TQ THE
STATEMENT QF ACTIVITIES

For the Fiscal Year Ended June 30, 2008

TORRANCE UNIFIED SCHOOL DISTRICT
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

June 30, 2008

Total net change in fund batantes - governmental funds s

Capital outiays are reported in governmenlat lunds as expendiures. However, in the stalement
of activities, the cost of those assets is allocated over iheir estimated useful lives as
depreciation gxpense. This is the amount by which additions (o capal outiay of
$7,829,181 exceeds deprecialion expense (84,123,815} in the peripd,

th governmental funds, repayments of long-iarm debd are reporied as expenditures. Inthe
govemnmenl-wide staiements, repayments of long-term debt are reported as reduclions of
Hatilizes.

In the governmenl-wide statements, sxpenses must be acorued in connection with any liabslity

incwrred during the period that are nod expecled to ba liquidated with curent financial resources,

for example settlement payabla, This year, expenses incurred for stach odligation was!

In govemmenial funds, debi isse costs are recognized as expend.iures in the period they are
incurred. In the government-wida slatements, issue COSLS aré amorizad gver the life of the
debt, This represents the net amount of amontization aver issue costs.

In govemmaenta! funds, interest on long.term debl is recognized in the period that il becomes
due. In e gavernmeni-eiaa siatement ol activiiies, it is recognlred in tho perica that it is
incured. Unmatuiad interest owing at tne end of the period, less matured interest paid
diring the period but owing from the prior period was:

In the stalement of acivilics, compensated absences are measured Dy the amounis eamed
during the fiscal year. In governmenial junc's, however, expenciiures for thass rems are
measyured by the amoun! of financial sesources used (essentially the amounts paid), The
ditferenca between compensated absences paid and compensaied absentes earned was!

nthe t of actvites, p ployment benalils are measured by the amounis eamed
during the fiscal yoar. In govornmental funds, howaver, expendiures for these iterns are
measured by the amount o financial resources used (essentially the amounts paid). This
liscat year, the amounis eamned excerd benetis used was:

Internal service fund is used to conduct cerfain activities for whieh costs are charged to other
tunds on a full cosi-recovery basis. Because the internal service fund is presumed o
benefit governmental actmlies, intemnal service aclivilies are reported as governmentat in
the sialement of activibies. The netincrease or decrease in the intemal service fund was:

Changos in net assets of governmental aclivties H

See notes 1o basic financial stataments

{270,530}
3.805,265
Asseis:
Current assels:
1.078,488 Cash in county reasury
Accounts receivable
Tolal current assess
HNon-cument assels:
Capital assets, net
Less: accumuiated depreciation
{2,908)
Total nen-current assets
Total assets
(0417501 Liabilitios
Current hiabikties:
Acoounis payabtle
Due 10 other funds
Claims payadle
115.482)
Total current liabilities
Naot assets
Irvesied in capital assets, net of related debt
{4,222,880) uUnrestnicted
Total nat assets
2615170
4,343,204

See notes o basic financial stalements

Enterprize Governmeniat
Fund Activities
Totrance Inteznal
Community Service Fund
Preschool Self-Hnsurance
Fung Fund
s 78254 § 8,253,651
443 10.079
78,697 8,263,738
80,000
{5,250)
74,750
153,447 8,263,730
63,232 1,538.203
90,000
198,000
153,232 1,735,203
74,750
(74,535} 6.327 527
3 215 6,527,527




TORRANCE UNIFIED SCHOOL DISTRICT

STATEMENT CF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

PROPRIETARY FUNDS
For Fiscal Year Ended June 37, 2008

Openting Revenues:
Other focat revenue

Total revenues
Operating Expenses:
Certtcaied salaries
Classilied salanies
Empkyyee benelits
Books and supplies
Conuacted services and other operating expenses
Depreciation
Total expenses
Operating incoms {ioss)

Non-QOperating Revenucs (Expenses):
interest income

Total non-opesating revenies (expenses)
Change in net assets

Net assets, July ¥, 2007

Prior pericd adjustmeant

Net assets, July 1, 2007, resiated

Net assets, June 30, 2008

See notes to basic financial slatements

TORRANCE UNIFIED SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For Fiscal Year Ended June 30, 2008

Enferprise Governmental
Furd Activities
Torrance intemal
Commuruty Service Fund
Preschool Sel-Insurance
Fund Fund
§ 575934 § 22848479
575.834 22.848.478
32,3685
395,979 153,087
148,139 52,526
4,275 2.504
25.038 20,172,263
1.500
§03.255 20.380.080
27.362) 2.468.089
1,716 147 671
1,748 147,071
{25,646} 2.63517¢
25,861 3,843,260
69,097
25.861 3,912.387
$ 215§ g527.527

Enterpris2  Governmental
Fund Activities
Totrance Internal
Community Service Fund
Preschoot Self-Insurance
Fund Fung
Cash flows kom operating activities:
Cash received from customers $ 575934 % -
Cash recefved from ingurance premiums 22,848,479
Cash paid for sataries and benefis (515.733) (205,613}
Cash paid far books and supplies (4,275} {2.504)
Cash paid far contracled services and other
operating expenses (38,150) (19,945,027}
Cash received trom other funds 10,000
Cash paid to other funds {8.000.000)
Net cash provided {used) by operating activibes 271,776 {9.304 665}
Cash flaws lrom invesling activibes:
interest receivad 1,845 384,225
Net increase (decrease) in cash and cash equivalenss 28721 (4,820,24G)
Cash and tash equivalents at July 1, 2007 48,533 13,174.0%%
Cash and cash equivatents at June 30, 2008 $§ 78254 §  8,253551
Reconcifiation of Operating Income (Loss) to Het Cash
Provided {Used) by Qperating Actiities
Operating income {loss} S {27.362) § 2468099
Adjustrments to recencile operating income to
net cash provided [used)
Deprecinton ,500
Increase [deczgase) in operatng labiites:
Acoounts payable 43,638 227,238
Due to cthér funds 10,000 (8000000
Net cash provided {used) by operating activilies S 27,776 5 {5.304,665)

See notes to basic hinancial statements



TORRANCE UNIFIED SCHOOL DISTRICT TORRANCE UNIFIED SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET ASSETS STATEMENT OF CHANGES IN FIDUCIARY OF NET ASSETS
FIDUCIARY FUNDS FIDUCIARY FUNDS
June 30, 2008 For the Fiscal Year Ended June 30, 2008
Pension Pension
TFrust Trusi
Furd Agency Funds Fund
Retirge Wairant Retiree
Benefits Pass-Through  Student Body Benafits
Fund Fund Funds Totals Fund
Assets Additions:
Cash in county treasury § . § 557458 & - $ 557458 Invesiment income s .
Cash on hand and In banks 1,932,789 1.832,769 -
Accounts receivable 241,225 241,225 Total additions
Other current assets 54,499 54,499
Deductions:
Tolal assals 758,683 1.687 266 2,785,954
Services and gparaling grpenses
Total dedutlions
Liabiflties
Chango in Nat Assats
Accounts payable 798 683 795,683
Due to studens: groups 1.967.268 1.987.268 Mat assets Juty 1, 2007 69,057
Prior period adjustment (68.897)
Totat liabifities 798.683 1,587,268 2,785.951 Net assets July 1, 2007, restated
Net Assets Net assets June 30, 2008 13 -
HeM in trus! for pension benefd —————
Total net assels $ - $ - 3 - $ -
See noles 1o basic financial statements See nolas 1o basic finangial statements



TORRANCE UNIFIED SCHOOL DISTRICT

KNOTES TO BASIC FiNANCIAL STATEMENTS
Juns 30,2008

NOTE 1 - SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES

A

Ay ting P

Tre District atcounts fr s fnandal transactions in accordance with policies ahd procedures pf the Depanment of
Egucalion’s Cahlomia School Accounting Memual. The accounung polities of the Districl conform 1o accounting
prnciples generally accepied in the Urited Stales of Amarica as prosciibed by the G rentat Actouniing 5

Boars (GASH} and the American Insutute of Cerlified Public Accountaits,

Bepoing Enuty

The reporting erity i5 the Tortance Uniled Schodl Diswict. There are no companent urils inctuded in this repar which
moal the repdrung entty definition emeria of GASH Statement No 14, The Financial Reporting Enbly, 8% amended by
GASH Statemen! No. 39,

Bosis of Preseniafion

It : - it & .
G vidy Fi i Stal Us:

The povernmenl-wide financiol stalements (i.o.. the sintement of net asests snd the statement of actwitios) report
Information on sl of he nonfichiciary eiaalies ©f the Distriet. Infernal Servico Fund actity is shinated 1o pvoid doubling
revenues and expenses.

Tho governmeani-wide s1016Menis are prepdrod Using the 6CONOIEG [EIOUICES Measwement fcus. Goveinmen-wide
statements d.ffef from the manner in which governmental tund knancial stalements aro prepared. Govemmentat fund
financial statemnemts, therelore, inCluge ar o, with brie! expk o better kontfy the relabonship between
the governmani-wide staiements 2md the siatements far tha govecnmental funds.

The govemment-wide siatemert of actvities presents g comparisen between direct sxpensas and program sevences for
each function of program of the District’s govemmental activities. Dirocl expenses are those that are specfically
azsoCigied with & service, program, of depariment and arm (hersfore deasty idéridiatie I 8 partiouar funcion. The
Drstrict does nol afiocate indirect expenses 10 functions in the statement of acivites. Program 1evenues incluos charges
pait by the recipients of goods o Sarvices offered by a program, as well as grams and contnibulions that are sasiscied o
ngeling he operatisnal e caplil requirements of # parbeytar program, Raventses, which are not classfed ks program
fgvenugs, are presenten as general revernuss of ine Cistrict, with cenain exceptions. Tha comparison of direct expenses
wilh pfogram revenues identifies the exient 1o whith pach govemmenlal function is self-financing of drws from [he
gonsral rovenues of the District,

Fund Fingncinl Statoments:

Furd ﬁnanc'ial slatgments report détzded information about the District. The focus of governmental fund financial
slatéments is on major funas m_mer than reporuing funds by type. Each major governmental tund is presented 1 o
sepafate column, and all nonmajor funds are aggtegated into one column. Ficucary funds are reported by tund fype.

The acepunting and financial teatmen: appled 10 a fund is celermined by its measwrement locus. Alf govemmental
funds are accounted for uaing a fow of curiont fnancial ressurces measurement facus. YWilh this measusement [ceua,
only cunent 2ss4ts and current kabidies Bre generatly included on the balance sheed. The Statermam of Revenues,
Expenciures, and Changes in Fund Balances {of thesy funds presen! increases {i 8., revenues and other fnangng
souites) and decreases (i e., capernditures and other financing uses) i net curren] assets.

All proprietary fund types are accounied 1or 00 a fiow of BCOROMIC rASOLICES MERsWrEmen! focus, WAH s

measirement 100us, 8 assots ang = Hablyos associmed with ine operation of thase funds are Included on the

propnetary tund’s Stajement of Net Assats. The Staloment of Revenues, Expenses, and Changes in Met Assets fot

proprietary funds present increases [Le., sevenues} and decrease {i.e. expenses}in Iha net Lotal assels. The statement

:::‘ c::; fgws provices informaten 200wl fow e District fnancas and meets tie cash Myw needs of o propasiary
5.

Proprielary funds distinguish op j‘ G T and #xp ferm operating dems . Operling revenues and sapanses
genecally resull from proving senvices and producing and debivering goods in Connection wih a proprietary fund's
PANCIp2] ONQOING opeTalioNS.

Operating expanses for the internat senvice fund inciuse the costs of insurance premiums and daims ralsted to seffs
insuronce,

Fidutiary funds are reporied using the economic resSoices measurement locus.

TORRANCE UNIFIED SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
duns 30, 2008

HOTE 1. SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES {Continued}

o.

tin

Basis of pccounting refers 10 when rovenues and expenditres 8re recognizad in the accounts and raported in tha
financial siatements, Govermment-wide financisl statements are prepared using the accrual basis ¢ accounting.
Lovemnmental funds use e nodified acerial basis of accounting. Fidudiary funds use the accnual basts of accounting.

Revetves - exchange 8nd non-exchangs ransactions:

Revenue resuiting from exchangs ronsactions, in which each parly gwes and receives essentaly equat vatue, is
recorded undey the accrual basis wherl the exchange takes place, On the modifisd accrual basis, revenue i recarded in
the fscal year in which tho resources are measursbie and bacome avoilable. “Avaitable” means ihe 1esautces will he
collectod within the curtent fiscafl year or are expeciad (0 be coffeiod s6on enough thergafiar 10 be used ko pay liphiities
of the current fiscal yead, For the District, "Available’ means collectible within the current period of wathin a year ifter
fiscal year end.

Non-exchange transactions, in which the District receives value without dizectly giving agual valug in retum, inciude
property taxes, giants, and entitiements. Undar the accrudl basis, revenus fom property taxes i3 rocognized in the fiscat
year for wivich the (axes ane lovied, Revenue frovn grants and anldloments is racogaized ia the Iscal yegr in which 2
eligitility requirements have been satisfied. Eligiblty requiremants include tming requiremeits, which specity the fiscal
yeas when he resourcas are 1o be used of the fiscal year when use is first permilted, maiching requirements, in which
e District mist provide ksl resourtds Lo be used (o 3 3pocit PUMPEsS; and exponditurng feguirements, in which the
resources are provided to the District on o reimbursement basis. Under the modifiod actrual basis, revenuo Hom non-
exthunge ransactions must atso be available belore il €an be recognized,

Deteriod ravenuo;

Deletred revenus orises when assels a6 feceivod befora rovenue recognion cnteria have been salisfieg, Grants and
enudements meeived bafore eligibdity sequirements mat are recorded as daferad tovenue, On the govermmaental fund
financial stalements, recsivables 8350CIa10d with nen-exchange transactions thal wilk not be collected within the
availability period have aiso been recorded as delemed revenue.

Erpenises/axpenchiues;

On tho acerial bosis of acoounting, expenses are mconied st 1he lime a linbllty is incurred. On the modifed acchunt
posis of accountng, sxpendiuras 0re Qensyaily iecognized i the accounling penod in which tha retated fund katity is
MEtITEG, 28 under the accrual basis of 2¢counting,  However, undir the moadifed pcenal basis of seoounting, debt
servicn expendiuras, as well as expendilure related 10 compansated sbsences and claims and judgments are reconded
only when payment is due. Allocations of cost, such as depreciabon and amortizalion, ate not fecognired in the
governmental funds,

when beth restriciod and untesiicted resOurces ara available Jor use, 135 the Disirict's patcy to use resiicled resources.
firs\. then unfesticied resourcas as they are needed.

Nt

Tha accounts of the Distric! are organized on the bosis of funds, each of which is considersd o be o separate Bocouniing
entity, The opernlions of each fund are dctounted for with a separate el of soil.balancing accounts thal COMpAise us
assels, liobistes, fund equity of retaied sarnings, revenues, and xpendiiures o dxpenses, 8 appropgnate. Distnc:
1esqurces are alocated 10 8nd accounted far in individual funds based upon the purpose for which they are 1o be spent
and tha means by wikch spending activities gra controlled. The Districi's accounts sre organized ints imajor, nonmajor,
prophiotary, snd fiduciary funds as follows:

Major Govemmenial Fund:

The Genaral Fund is the getesal aperating fund of the Distict. 1t is used 1o accoun! for aft Rnancial resourges except
thase required to be accounted fof in another fund.,
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TORRANCE UNIFIED SCHOOL DISTRICT i

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES (Confirusd)
E. nt: NG
Nonmajor Gavemmental Funds:

Speclat Revenue Funds are used to account for the proceeds of spatific revenue sowces that aie legally restricted to
expenditures for spectic purposes, The Distict maintaing four nonmajor special Jevenus tunds:

1. The Adull Education Fund is used {0 acoount for resouices commutied to adult sducation prdgrams
maintained by the District.

2. The Child Developmant Fund is used (o account 1o resources commitied (o child devaiopment
programs maiatained by the District.

3. The Caloteria Fund is used 10 account for revenues recaived ond cxpend mada to the
District’s cafaterias.

4, The Detersed Maintenanca Fund is uses for the purpose of major repair of replatement of the Disieict s
progierty.

Dobt Service Funds are used 1o account for the accumutation of resources for, and the payment of, long-term dabt
printipal. intores], and related costs. The Distict maintains one nonmajos debt servite fund:

The Bond Inferest and Redemption Fund is used 1o accolnt far penarat obdigaton bond interes! b radermnption
of bond principal.

Capital Projects Funds are used {o accoun! for the acquisition andfor construclion of govemmental capial assets. Tho
Dugtrict maintains two nonmajor capilal projects funds

1. The Builing Fund s used to accoun! for the acquisition of major capital {aciilies ang tuddings,

2. The Capitol Fachtes Fund Is used o account 1or resourcas mr.civud 1rom gevelopers impact fees
o Undor The provision the Callomia Ervirgreneriot Quality Act {CEQAY.

Proprintary Funds:

Major Proprietary Fund

Enterprise Fund is eslatiished 1o occount 1or upcfalion's that are financed and operated in a mannar simdar to private
business enierprises, wharcas the inlent is that the costs of pioving yenvices on a conlinuing basis be financed or
recovered primatily thiough user charges. Tha District maintains one major enterprise fund.

The Torrance Community Preschool Fund accounts for he betor and sier school chidcare propram funded by
parenl lees,

The Intsmal Service Fund is used 1o sccount for services rendersd on 8 Cosireimbursement basis within the Distrier.
The District maintains one inlemal service fund:

The Sell-insurance Fund, which is used to provide medical benefils 1o (ls emplayees.

2

TORRANCE UNIFIED SCHOOL DISTRICT
NOTES YO BASIC FINANCIAL STATEMENTS
June 30 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fiduciary Funds:

Agency funds are used 1o occount for assets of olhers for which the Disirict acts as an agenl The Disiict maintains
faur #gency lunds for the student body actaunts. The funds are used 10 sccount for the raisng and expendng of menay
Io promate the general wellars, morale, and aducational expetience of the student body, The Disiriel also maintsing ane
agency fund for the watrant pass-through fund. The wanan! pass-through fund is used to bold dedicated funds jar
payrodl and related expanses.

t tary A q
Annuat butyets aze adopled on a basis consisteat with accpunting principles geneently acceptad in the Urited States o
Amarica for ll gavermmantal furds. By State taw, tha Distict's governing board misst adopt 8 final budget no Later than
July 1. A pubic hearing must be conducied 10 receive comments prior (o adoption. The Distriet's gaveming board
satished these requirements.

These budgets 8i6 revised by tho Districi's governing board and Distrel Superintandent dunng the fiscal year to give
consigetation 10 unanbcipated incoma and expendilures.

Formal budgetary integration was employed as @ management control davica during ihe fiscal year for afl budgeted

funds. The Oitic employs butdge! controt by mingr object 8Ad by Individual appropriation Expenditutes
cannct legally excoed apprapriations by major object account.

Engumbrances

Encumbrance accounting is used in all udigeiod funds 0 portions of B appropriations jor whach

commitments haove besn made, Encumbrances are secorded for purchose orders, contracts, and othar commuitments
when thay mie witten, Encumbrances ate kquidaled whan the COMYMNMENts are paid, All encumbiances aro iquidated
at Jure 30.

2 { Co.

For the purposes of Lhe stalernent of cash flaws, the enterprise lund considers all highly kqued investments wih a maturity
of three monthis of less whin purchased, to be cash equivalents.

A b Ema
1. Dejiguits pod Jnvestmants

Cash balances heid in banks #nd ifs revolving funds are insured wp to $100,000 by tho Federal Deposiory
Inaurance Coeporation, All cash held by the financial instiutions is fully insured or coflateradeed,

In accordance with Education Code Sectian 41001, the Disinct maintaing substanyally afl of sts cashinthe Los
Angetes Counly Treasury. The County pools Ihasg funds with thase of other districts in she County and ivasis
the cash. These pooled funds are carred at far value. Inferest samed is depositied quariery intn participating
lunds. Any investment kossas are proporionatoly shared by all funds in the poot,

Tha County is autharized to deposit cash and inves? sxcess funds by Califonia Govemment Code Section
53648 et. sen.. The funds maintained by the County 018 sither satued by federal depoutory inturance or are
<oliaternlizad.

Information regarding the amount of dollars invested in derfuatives with the Los Angeles County Trozsury was
no! available.
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TORRANCE UNIFIED SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGKRIFICANT ACCOUNTING POLICIES (Continued)

2

Recefvabies ong Pavables

Transactions between funds thst are representative of lendingAxeTawing arrangements outstanding at the and
of the fiscal yeasr are referred to as interfund receivables/payables.

Inventories ang Prepaid ligems

Inventory is r dod using the purch hod in that the cost is recorded as an expanditure at the tme
individual iventory siams ara purchased. inventory is vaiued a1 tha lgwer of cost (first-in, fust o1) or markel
and consists of expendabie supples held for P ey wre eq.naﬂyomz by a fwnd
batance reserve. which indicates that ibese nrenoi ralabi for appit

though they are a componem of pat Currens assats,

The Gistrict has she opbon of reporting an expenditure in govarnmental funds for prepaid items oither whéen
purchazed of durieg ho benshitny perind. The Disirict has chesen 10 report the expenditure during the period
benefiiod.

Copital Agaels

Capilal assets are lhose puichased of acquited with criginal cosis of 35,000 of mory ard Ay repaited st
historical cost or estimated historical cost. Contributed Bssets a1 reported at faif vatue as of the date received.
Addgions, improvemnents, and other capital cutiays thal significantly exiend lhe uschd kfe of an assat are
copdalized. The costs ¢f normal mainlensnce and repairs that do not add to the vaiue of the capital assets or

mzterinky extend the copital assel's kvas ars not capralized, bul are expensed a3 incurred, Depreciabon on ak
capital pasels is computad using the straighiine basis gver the lollowing estimated usehl lives,

Assel Class Exampies Estmated Usetul
Lile n Yaars
Land MIA
Sitg improvements. Paving, floppales, retaining walls, 20
sidewalks, fencing, outdoer bghting
Sghoot budidings 50
Portable ciassrooms 25
HVAC systems Heating, d , and air cor g 20
Systems
Raofing 0
Inesior consirueion 25
Carpet replacement 7
Electnical/plurnbing an
Sprnklar/ite system Firg 8uppiession system 25
Outdocr equipment Piayground, radio tawers, huet tanks, 20
Pumps
Machinery and toals | Shop and maintenance equipment, took 15
Kitehen equipment Appliances 15
Lusiodial ogquip Floor scrubbers vaCuums, olhier 5
Science and engineering Lub squipment, soicnific apparatus 0
Furniture anc accessodles Classioom and other fumiture 20
Business machinas Fax, duplicating And printing eguipment 10
| Copiers 5
Communication eguipment Maobile, portabla radios, non- 10
compiterized
Computer hardware PCs, priniers, network hardwbie 5
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TORRANCE UNIFIED SCHOOQOL DISTRICT
MOTES TO BASIC FINANGIAL STATEMENTS

522,30, 2008

NOTE 1 - SUMMARY QF SIGKIFICANT ACCOUNTING POLICIES (Continued}

Liabiliti i in
ilal As: in
Assel Class Examples Estimated Usatul
Life in Years
Commter soltwarg mnmc!.ona! pthes shosl.term 5 lo 18
Computer goftwars gng-term 10 50 20
Audio visuat equipment Projecicers, carneras {5t and digdal) i
Athlelic etquipmesnt Gymnaslics, lootball, weight machines, 10
wrosting mats
Fusicaf mstruments Pignas, stnngs, brass, percussion [Ii]
Library books Collactiony Sto?
Licensed vehicles Buses, other on-road vehicles 8
Conimciors equipment Major off-road vehices, front-and 10
loagders. 1arga Uaciors, mobile air
esE0r
| Grounds equipment Mawets, tractors, atischments 15

Deferred Revenve

Cash Is received tor tederal and state special projects and popramS am focognized 43 revenue to the extent
that quabfied expenditures hove been incurad, Deferred rpvenya is recorded to the axient cash taceived on
specific projecis and programs. exteed quatified expenddires.

Compenseled Abterces

A5l vacalion pay plus related payroll taxes is accrued when incurTed in the government-wide financial
statemants. A liabilily for these amounts is reported in the govermment lunds only If they have Matured, for
example, 08 a resuit of empigyee resignalions and feirements,

Accumuiated ermployee sick icave benefis are not recognized as hiabdisas of the District. Ihcm:mn
10 feCord sick Lekva 5 BN DPArRting expanse in (he period taken since suth benefits do ot vas! e i poyment
probable; howover, umssed sich loave is added to the crediable service pariod ler ealgutation of ratwemant
penefits wher the employes revres,

Long-Tevr Qubnations

In the government-wide fnascial stolements. long-term dedt and other long-term obligalians afe Feportad as
tiabiltes In the Slaterment of Net Assers. Bond issuance costs are reporied as prepaid expenses ok amorkzed
over the wrm of (he related debt.

In the fund financial statements, governmental funds recognize issuande costs duking Lhe curtent period.
Eund Balance Reserves and Deslgnations

Reservations of the ending fund balancs indicate the portions af fund balaace not appioptiable for expendiure
ot amounts legady scgregated for a specific future Use. T?\u Rcscrvc for Revalving Fund and Reserve lor
Inventory, reflect the port: of the fund bal tund cash and slores imieniory,
respeciivety, These amounts ara na! avaidable for eppropnauon end expandilure al the balance sheet dale,

Dasignations af the eading fund balance indicate temative plans for financial rescurce vtiizatien in 3 hetore
period.
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TORRANCE UNIFIED SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
Jupe 30,2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PQLICIES (Contlnued)

Asgets, Liabliies, apd Eguity (Continued)
§. nug Lim: Tax

The District's cevenua kmi s received from a combinalion of local proparty asos, slate apponionments, and
olher locat sources,

The County is nesponsioia for gss 0 mg, and apportioning propery taxes. Taxes are kevied for each
fiscal year ontaxable real and personal property in the county. The levy is based on the assessed valuns of the
preceding January 1, which is also ihe kien date. Property taxes on Ihe secured rofl arg dwe o0 Novermber 1 and
FeSruary 1. and laxes become delnquent aties December 10 and April 10, respectively, Property laxes ¢n the
wnsntuigd ol are dug on the fien date (January1), and become delinquont if unpaid by August 31,

Secured property lases drg recorded 03 ievenue when apportioned, in tha fiscal yonr of th lovy, The County
2pportions Secured propery Lax Jevenue in accordance witk the alernate method of ditinbution preacribed by
Section 4705 of the Calilornia Ravenue and Taxation Cooo. This akamate method provides for craditing each
applicable lung with its 10ta) seturad taxgs upsn completion of the socured lax ralt - approximately Ociober 1 of
eqth fiscal year,

Tna Counly Auditor repons the amount of the Distict’s alocated propery tax reverue 16 the Callomnia
Depantment of Education. Properily lnxes are tacorded as local revenue imii soarces by the Distict

The Cetifornia Depariment of Edutation reduces the Disbict's enttiement by the District's kel Property tax
revenue. Tha balance is paid from the Stata General Fung, and is kngem a3 the Stale Apportianment,

The Distnct's Base Revenue Limid is tha amount o general purpose tax revenue, pof average daily stiendance
(ADA), that the Drstrict is enitied to by kaw. This amount is muttipked by the second period ADA 10 derive the
District’s toral entitlement.

Estimales

The preparation of financial statermvents in conformity wih Hng princ g Ity d in the United States
of Americs, 98 presazited by the GASE and the American Instiule of Corfied Pubbc Accountants, requasres management
to make estimales pnd a35MpLOnY that alfect (e of ssols and liabiies and cisch of contngent
nsselz ard lobilities at the dale of the financial stalements znd the reponed smounts of reverues and
sxpenditiyesicapenses duting the teporting period  Actual resnits could dilfer rom hose sstimates.

bgw Accouniing Pronoyncementy
Governmentat Aggounting Standards Board Statermant No a5

For the fiscal yeae gndec June 30, 2008, the Distict eaty implemeniad Gow t Accounting Stang Board
(GASB} Staterment No. 45, “Accouniing and Financial Reporung by Empioyees for Postemplayment Benofits Other than
P ". This § is effeclive for periods beginning after December 15, 2007 fof 8 Phasa 2 govemmean {1999
total revenzes iaas tne $100 mdkon and more than $19 milkor}. This Staoment establivhes standards for necaunting
and financial repening for state and focat govenment ermoloyees that offer Cther Postemployment Benefts” (OPEE) and
1equites BLCUS! basis medsurement sad recogriton af OPED tapenses and labilses that wil resut in recognition of
expenses aver periods that appraximate employoes’ years of service. The ratirees’ aciive participation n the beaithcare
ptan of the District establishes an “implicil rate subsidy”, See note *1 for more details of the District's Plan and he eftect
on the financial statements.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continusd)

K.

N 't
mantal & . rg Sty 4

For thy fiscal year ended Juns 30, 2008, ine District implemented Governmental Accounting Stangards Board (GASB)
Shateeven, Mo, 48, "Salkes aad Pledyes of Pacoiehies ord Fule Perennts 3od W00 Erkiy Tiomgiess of Sasets aib
Future Revenves.” The Statement is effective for periods beginning after December 15, 2006. This Statement
establishes actounting and financial reporing standards 101 ransactions it which A goverwnent facemves, of is enttied
1o, resources in exchangs fof futire cash fiows generated by coltecung speaic1ecevables or speciic Ature rovenues. 1t
alo contnins provisions that apply (0 cedain situatons in which 2 governMen] does not reCehen resources but,
nevertheloss, pledgas o commats luture cosh flows ganerated by collecimg specific futury revenues., In adgdition, this
Siatement esiablishes accounsng and financipl reporting standards that apply 10 aff intra-enlity transters of assats end
future revenues. implernentation of GASE Staternent No, 48 awd not have an impact on the Oisirict's basic finaneial
statements tor the fiscal year ended June 30, 2008.

Governmental Aceoyniing Stangdargy Board Siatemeant N, 50

Foxu the fiscot year anded June 30, 2004, the Distoct implemented GASS Siaternem Mo. 50, “Pension Disctosures - an
Amengment of GASS Slatements No. 25 and No, 27.° The Statemenl is effective tor periods beginning after June 15,
2007. This Statemen! establishes and modifias requirements refatod 10 financial reporting by pension plans and by
employers tha! provida defined benefit end defined contrbuton pensions. Impl ion o! GASHE & No, 50
¢id not have an impac! on the District's basic financial statements for the fiscal yeal ended June 30, 2008,

NOTE 2 - CASH AND INVESTMENTS

The District's ¢ash and investiments at June 30, 2008, consisted of the following:

Coash i banks £ 3.001,005
Cash and investments with the county lreasury 37,636,812
Cash and imvestnents wath fiscal agent 5832841

Total cash and investments 5.48.470.458

Cash and inveaiments are presented on the accompanying basic financial slatements, as lollows:

Cash in county treasury, sintement of

net assets $ 37,078,15s
Cash on hond and in banks, statement of net assets 1.018,236
Cash in revolving fund, statement of net assets 50.000
Cash with fiscal pgents, siatement of net nssels 826,191
invpsiments 5,008, 450
Cash on hand and in banks, siatement of fduciary net assets 1,832,769
Cash in county Zeasury, statement of pel fiduciary nel axsols 557,458
Total cash and invesiments $.46.470,458
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TORRANCE UNIFIED SCHOQOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
Jups 30 2008

HOTE 2. CASH AND [NVESFRENTS (Continued)]
A § i

In accordance with Education Coda Secbon 41001, the Distict maintains substantially all of its ¢ash in the Los Angetes County
Treasury ps part of Iha common invesirmant pool {537,638.812 as of June 38, 2008), The faif value of this pood as of thal date, as
provided by the plan sponsor, was 337,638,812, The District is considarad & ba an inveluniary participanl i the external pook,
Interest ix deposited in the patnicipating funds. The County is restricted by Government Code Section 53635, pursuant to Section
53601 to imvest in Sme depasils, U.S. govemment secunties, state regisierad wamanis, nates or bonds, State Treaswrer's
investment pool, bankers’ acceplances, commercial paper. negoliable ceflificales of deposi, and repurchase Of reverse
repurthase agreements

Cashon Hapd, in Banks, end in Revelving Fund
Cash batance on hark! and in banks (52,851,005 a3 of June 30, 2008) and in the revolving kund {550,000} aze insured up 1o

$100.000 by the Federal D ¥ e Corporation. AR cash held by the financial instiution is fufly insured or
colixteralized,
The District's investment policy only authorizes i in the local gon it investment pool adminisisied by the County of

Los Angeles. Tha District’s investment pokcy does not conlain any speciiic provisions intended to Himit the Disirict's oxposure o
imarest eote isk, Credit risk, and concentration of credi risk.

tnvestments Aviherized by Debi Agieoments
Invesiment of note 2nd dabl proceeds held by rustoas are governed by tha provisions of the deb! agreomerms, rather than the
genern] proviskons of the Califormia Governmant Coda or the Distriet’s investment policy. Tha table bolow identifies the investment

types that ar0 autharired lor investmarts held by fiscal agents, The table atso idenlfies cortan provisions of (hetu debl
agreements that addross intures! rate fisk, credit risk_ and concenteation of credi risk

Maxirmum Maximum
Authorized Maxienum Percentage Investment
inewstmgnt Type ~Matupty | _ASgwed in One lisyer
Guaranteed Irvesiment Cantrag) Nik None hone
Haney Market Funds NIA None Hona

IL N nt (

Intarest rate risk is the rigk that changes in market interest rales v pdversely offect the fair value of an mvesiment. Generally, the
wonger the matulity of an veatment 1he greater the sansitivty of its (ol vBlue 1t changes in markel interest rates. One of the
ways that the Distnct manages its expasur 10 imrest (e risk is by purchasizg a combination of shorter term and longer larm
invesiments and by iming cash flows from matwives 80 that @ porkion of the portlolio is maturing or coming cose 1o maturity
avenly aver lime s nocassary 10 provide the cash flow and liquidity needed for oparations.

Intormation about the sansitivity of the fair values of 1he Districl’s invasimends {inchuding investments held by fiscai agents) o
marke] intarest rate fluctuations is provided by tha following table that 8hows the distnbiution of the District's investments by
matuty;
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NOTE 2« CASH AND INVESTMENTS (Cantinuad]

3 Remaining Matuniy {in Monthg)
Carrying 12 Months 1324 2580 Nora than
3 —Drkess

Invegiment Type —Moaths.  ...Monts.. .SMenibs
Loz Angetes County
tnvesiment Poal $ 37636812 $37635812 § - s - s -

Held by fiscal agent:
Guaranteed Invostrnent

Contraci 5,008.450 5.008.450
Meoney Markel
Funds — 826197 835,191
Total 5..-13.469.453 SA42450453 % - 5, - - H
isciosures Rulabing 1o Caedi B

Generafly, credil nsh is the risk that an issuer of 0 invastment will not {ulfil its obiigauon to the holder of the invesiment, Thisis
medsured by the assignment of raling by a ngtionally récognized stalisical rating organization, Pr d below is the minimum
raling required by {where applicable) the Cahfornia Government Code, the Cistnel's investment poticy, or debl egreements, and
the actuat rating as of fiscal year end for each investment type.

Mirienan Exempt
Carmying Legal Frowm Rati ipeal

Ipveyiment Fype LAmount  Retng  Disdloswe  _AMN_ 0 AA  NodRalew
Los Angeles County

tavesiment ool $37.6536,812 MiA - - - J - . SI7THHER
Held by fiscal agent:

Guaranieed Invastment ’

Comiragt 5.006.450 NIA 5.008 450

Monay Markel

Funds 826,191 NiA 828,18

Toud FAAHG,452 | NI (V) R WS, . 1 LY

s M} 1 i &

The investment poiicy of the District containg no fimitations on (e aMount that can be invgsted i any one issver deyond that
stipuiated by the Calformis Government Code. Invesiments in any ane issuer {other than .S, Treasury securilies, matual lungs,
and external invesiment pocls) 1hat represent 5% of mare of 1atal District's investmeants is as follows:

legyer tment T Beponed Amgunt
Cuigroup Financial Product Inc  Guaranteed ivestmarst Contract 4 £.006.450
ial Credy Risk

Custodial credut risk for deppsiy is the risk that, in the event of iha failure of a depository financial insttution, 8 govemnment wi nai
be able 19 recover ifs depasits or wilf nal be atle {0 recovar colfateral sécuritios (hal dre in the possession of an autside party. The
Caliotnia Government Code and 1he Disiict's invesimant palicy do nat contain legal or policy requirements Lhat wald hmd the
exposure to cusiodial credit rish Tor depasits, other than the follawing provision tor depasits: The Catfomia Govemment Code
fequires that a financial insytulion secure deposils made by State or local governmental urits by pledging Secunties in an
undidded cottateral pook held by @ depasitery regulated under state Liw (unloss 3o waived by the governmental uag), The fair
value of the plecged secunties in ihe collateral pool must equal al least 110% of tha lofal amount deposited by the pubkc
ogencies. Caliornia law also allows financiol instiutions 1o secufe the Districl's deposits by pladging first rust deea mongaye
netes having & value of 150% of Lhe secured pubkc depasis.
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NOTE 2 - CASH ANDINVESTMENTS {Centinued}
Guslodial Credit Rigk [Conlinued)
Az of June 30, 2008, none of the Districls ceposits with fnanclal institutions In excass of the Federal Depositony Insurance

Corparaton it were held in uroliateralized atcounts. As of Jure 30, 2008, the Disurict's investnients in the foliowing types
worg hefd by the same broker.Oealel (counierpany) thal was used by the Cisiric! 10 buy secimties:

Investment Typs Bepotied Amayry
Guaranioed Irvestment Contrac: § 5,008,450

The custodial credit risk for inveStmanis is the risk that, in the event of the faiture of the counlerparty {e.g., brokerdeales) 1o a
transaction, p government will not be able to rectver the valye of its investment or collateral secunitios that ara in the possession of
another party, The Cakifornia Govesnment Code and the Disingt's investment policy do aot cuntoin leghl of policy requirements
181 would Lt the exposure to custodial cred.t rish for investments, With respact (o investments, custodial cretid fisk generally
applics only to CHeC! invesiments in markelable secuntes. Custodial credst sk dogs ot apply 1o 8 I0Cal government s indiect
invesiment in sacunties through the Use of mutual lunds ar govemmant investment poots (such a% Los Angeies County Investment
Pool),

HOTE 3 - EXCESS OF EXPENDITURES OVER APPROPRIATIONS

The Dislrict's experditures excecded appiopriations in indridud! fuhds as follows;

Excess
Fund Expangilures
Major Fund:
General Fung:
Other outgo § 243930
Dubt Servica:
Principal 3 62350
interest gad fiscai charges $ 1,354
Noamajor Funas:
Chitd Dovelapmant Frind.
Debt Service:
Principat $ 7,025
Catoteria Fund:
Employes berefits L F2.040
Contratied services find other aperaling
expendiuies H 193657
Capital outlay H 74 879
ebt Senvice:
Principat S 48,683
interest H 10,200
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NOTE 4 - RECEIVABLES

Receivatiies al June 35, 2008, consist of the fottowing

Other Torance Sett
Genarat Govemmental  Preschoo! Insutance  Fidudary
—Fyngs Fund Fund Funds
Federal Government.
Fedaeral programs $ 1978518 $ 422041 § . 5 . Y .
State Government:
Apportionment 9,221,271
Categodical aid programs 3.1750.952 2,841,984
Lotery 1,407,918
Local Socwces:
Fees
Interest 308 687 124077 A4 10,07%
HKascellaneous 2350351 _ 1%1¢82 241228

$.J8.440009 53,219,783, S, 443 5..40.029 S5.241225

NOTE § - INTERFUND TRANSACTIONS

Infertund iransactions ace reported as eithar loans, services provided, tezmbursumt:n!s of {ransfers, 1.00ns yre reported By
interfund recelvables end payables, as appropriple, and are subject [o e upan consol v Servicos proviced, deemoa
10 be atmarke! of near markel rales, are eated as and expend a8, Reimd aoour wh

IS 3 £otY, ChAIGes ine approprinte benafiung fund, and rodutes a3 related GBSt a3 o reimbirsement. AR other mler‘und
transactons are ironfed as wansfers. Transfers among governmentat funds are netied ns part of the raconcliaton 1o the
povernmeant-wide financiafl stalements.

Fr Yo Qther Funds
Indivigapl lund recaivable and payabie balances 81 June 30, 2008, are as fxlows:

Iitexfund fesmefund
Fyng Recerables

Major Fund:

Genearal Fund $ 3,200,000 s 376,888
Major Enterprise Fund

Tortange Communily Preschoul 30000
Nenmajor Govemmental Funds:

Calgteria Fund 378,866

Chid Development Fund 209,000

Touls 5..1.566.850 $... 1560808

In! Tra

tnierund tansters consist of vonsters fom lunds receiving rovenue $o funas throLgh which the resources are 2 be expanded,
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NOTE 5 - INTERFUND TRANSACTIONS {Continued)

frariund ransfers for the 2007-2008 fiscal year, are as foliows!

Fung Jranstess n Iransters Ouf
Majet Fund:
General Furd S 1900800 3 1192157
Nonmajor Funds?
Chaid Development Fund 47,187
De'erred Mamnmtenance Fung 1,145,000
Capial Facilties Fung 1500000
Totals S 092,167 3206
ROTE € — CAPITAL ASSETS AND DEPRECIATION
Capital assets activity dor the Niscal yeae ended June 30, 2008, is shown below.
Batance 8alance
hy 12007 _Addtons  Dedycoons
Govemnmental Activities
Cupital assats, not being depraciated!
Land $ 1,713,019 § - H - $ LTNI;8
Conatrucsion in progross ILI200 2792313 25,483,643 12,462,879
Total capital assels, not being depreciated 32845 228 79231 254083 643 AERERY 7Y
Capual assets bring depeatinted.
Buildings and improvements 129.152 867 25,480,643 154,616,510
Equipment 7016555 $38, 868 1153423
Tolal capetal assets beng depreciated 13689432 25800518 161769933
Less actumulatod deprediation for:
Buildings and improvements 55.145,617 A.794 203 58,939 820
Equipmens 5090518 3aeTte L d.820030
Tolal accumutated depreciation 60,745,130 _ 4123915 £4.809 050
Totat capial Bssets being depreciated, net _ 75424 287 21, 476,590 ___ 96900881

Governmenial activitias, capital assets, net $108,269,515 §29,208.908 25403843  §112.074,78)

Ba'ance Balanca
July L2007 _Adddions _Dedyciions  June 30,2008
Business-lyps Activilies
Capiak assets being dopreciated:

Buildings art improvements § B0OOO § s 3 . § 80000
Total captal assets being depreciatad $0.000 30000
l.ess accumutated deprecialion for:

Buiidings and improvements A.750 1500 2450
Fatal accumuizied depreciation A1 156G — R0
Total caplal assets being depreciatng, net ___ 76250 11500 74,756
Business-type activities, capital assots. net §_. 76,250 S (L5001 & ; 5. 14,750
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NOTE & ~ CAPITAL ASSETS AND DEPRECIATION (Continuad}

Depreciation expense was charged as follows:
Govemnmental Activitics:

Unaliocated 4123915
Total deprectation axpense §.4.323,815
Husiness-tzpe Activities
Preschool 5§ L300
Tolal depreciation expense $ end. 500
HOTE 7 - BONDED DEBT
Tha oulstaeds i abligation banded dedt of the Tomance Unified Sehoot District 8t June 30, 2008, is:
B g
Dat Amount of Issued Radeemed .
oar ° Hatunly Grignat Outstanding Cutrent {:u:rpm Cintstand pg
Jssys . Lfate _ lssue . Ry J.2007  FlsealYem: | Fisent Year  Juog0 2008
2014 $ 30000000 5 17480000 5 - 3 2845000 $ 14,635000
% 2015 12,499,152 12,334,152 15.000 12,249,382

542499152 529808357 Semiom 202000 S.2680ALR

The aanual requirements to amortize general obligation bands payadle outstanding as of June 30, 2008, are #3 fofiows:

Fisgat Yo
Ending
June 30, Principal Injorest Total
2009 s 3,230,000 H 708,300 3 3.936.300
050 3,575,000 540,088 4,115,088
o0 3.975,000 35838 4,343,338
012 4,355,000 1.768.880 5623880
2043 2.588.202 1.125.898 3724104
2014.20186 9.150.850 6,819,050 15,970,000

§ 20883152 $ 10828554 §  37.712.708

NOTE B - CAPITAL LEASES PAYABLE

The Qistid) is leasing equipment under agreements, which provices lor tile 1 pass upon expitation af the laase patice. Fulute
minimum isase paymonts are 8% follows:

Frscat Yoaf Encing Laasu

2ura B0 — Paymens

2009 $ £1,164

00 61,164

201 £1,184

2 56.282

239715
Lass amount tepresenting inberes!t 123.335)

Prasent vakie of nat Mitwmum
lease payments S 216840
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NOTE 9 < LOAN PAYABLE
Ene:gy Commission Loan
In June 2042, the Districl received a $471,000 luan from the $late of Califoria Energy Commission 1o improva facilies. Interest

rate on the loan is 3% and the District 15 10 make semi-ahnuaf paymaents of $24.232 beginning Datember 22, 2002, Balanca ol the
0an ol June 30, 2008, is $223.471. Future loan paymenis are as foliows:

Fiscal
ot E fn Principal _lntotosl — o
2009 5 42074 S ] $ 484865
2000 43,248 5120 48,468
2011 43 855 EXN 48 486
012 25,000 2,486 48 486
2013 47,306 1070 58,485
Totals $u 2234101 518859 5242330

Callornia Department of Education Lean

‘The Distict enteigd ino a loan agreement with Calioinia Dopartment of Egutabon in an amount of $13,25), The purpose of the
loan is to improve a chitd care facikity for the child development program. The loan is payable gver ten instalimen: payments with
Zoro porcent interest, As of June 30, 2008, ihe Joan balance was $56 203,

Fiscat
Year Endod June 30 —Eringigal,
7009 $ 7,025
Pl T.025
2011 ¥.025
2012 1025
202 T.025
20142038 21078
Totals $ e 25,203

NOTE 10 « SUPPLEMENTAL EMPLOYEE RETIREMENT PLAN {SERP)

1he Disiricd approved (he implementaton of a Suppfoments Emplayea Retrgment Plan {SERP). The SERP will generato 2 fiscal
savings based on the salary dierentidl of the relaing employes and a new hira. A 1otal of 137 ratirees 100k advantags of the
SERP program, For fecal yeor ended June 38, 2008, SERFP paymments were made of $545.871 and a (clal 6! §5,775,231 will be
requiced (o be fundad over the next frive fisca! years. This amount has been reflactad as part of the District 4 long-term debt
obhgatons.

NOTE 11 - QTHER POSTEMPLOYMENT BENEFITS (OPEB)

The District's henlth care plan (Plantis 3 single-employer defined benefi; healthcare plan, The District provides post employment
health care benefits (o all employaees who relre from the Disuict shat meal (he specific cnteria for the various plans, Currently the
District has 7 different retitement plans, however, erly 2 plans aliow new retrees to panicipate. Descnptions of the plans are as
foliows;

I, Corfcaied 1077 - 1687; Mnimum af 10 years of sanice with FUISD, mustbe age 59 or older up 1o sge B1. The District
will provige the retren an annual conttibution of the same annual amount given 10 aclive cerlificoted bargaining
members, (owards the cost of their mecical ang denal premiums for the hfelime ol the retiree. The 200772008 annuat
contributions are $5,200, ana hos 128 relrees enyotied in this plan.
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NOTE 11 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) (Continued)
Ptan Deseription (Continued)

2, Cerihcated 1986 - 1987 Minlmum of 15 years of senvice with TUSD, must be age 55 orolder up 1o age 59, The District
will provide the rotiree an annuai contnbytion of the iowes: cost of 3 denial and medical plan for the Lfoume of the retrea,
The 2007/2008 annual contnbutions e 55 200, and has 25 ratrees garolled in this plan.

3. Cenificated/Classified 1995 — 1989 Minimum of {0 years of service with TUSD. ang must be age 55 or cider. The
District will prowade the retires an aanua! contnbution of $3,00C lowards the cost of thel medical premiuim up 1o age 85,
The District has 2 retiress enrsdled in this plan.

4, Group 5 — Certficated 1990 = 1893: Munimum of 10 years of servica with TUSD. and mus! be age 55 or older. The
District will provids the retree an annual contridution of 53 000 thwards the cost ¢! their medical premium lor the itgume
of the retrge. The District has 197 rebrees enrolied in tnis plan,

5. Group 5 = Certificated 1996 — 1907, Minimum of 10 years of senvive with TUSD. and must be aga 55 ¢ aider, The
Districs wilt provide the relree an annual buticn of $3,000 4 U5 the cost of thelr medical prermium up to #go 75
Tne District has 22 retrees enrodled in this plan,

6, Cedificated/Classificy Medical Reul 1t Pian October 20007 Minimum of 10 years of serviee with TUST, and musi be
nge 55 o vides. The Drsinict wil provida the retden an annwal contnbution of $3,000 fincreases 2% each year from 2000
towards the cos! af their megical prerdum wp to 8 meximum of 5 years, or age 65, whichever comes firsi, but na less.
than 2 years, The 2007/2008 annual contribubion is $3,360. The Distict has 118 retirees enratied in this plan.

7. Cemtshicated/Classified Reguiar Rolires ~ Aty benefil eligibte employee who s eligible for raurament under CatPERS or
CalSTRS, and has 5 yeors of sanice with the District may continue their health insurance through the Distric providing
the rolres pays [he full cost of the medical premiums, The Drstrict has 477 celirees enrplied in this plan.

Also, the District dous not contpdute towaids the cost of dental and vislon bencfils for retirges. The abikty 10 oblain coverage at an
attive employee rale constitutes o significant econemic beneds o the fetiress, catled an “plitt subsidy” under Governmmenta!
Accounting Standards Board Statement No, 45 (GASB 45), The inclusion of the telitees incraase the District's overall health
nsurpece rales; 11 is, in pan, the purpose of this valuation 1o d ine the of the subsidy,

Tho Plan dees nol issus o sepatate fnancial eponl,
Funding Poboy

The contritubon reguirement of plan members and the District are established under 8 lunding policy approved by the District's
Bourd, ardd may bo amenged by tha Distiict from lime to ime. The Disteict's funding policy is 1o contnbute an amount sufficient to
pay the current ypars retites gaim costs and plan expenses. For fiscal year 2008, the Districh contributed $1.885,111 to the plan,
incluging current claim costs gad plan expenses, and no piefund benefits had been made.

Aprual OPEB and et OPES Qukgation
The Distuct's annual olher postemployment bonelt {OPERB) cosi {expense}is calcutated based on the anrmial roguired contribution
of the employer (ARC}, and amount agtuarially determinad in accordance with the par cfGASB S 45, The ARC

represents a Jeval of funcing that, if paid on an ongoing baais, is projécted 1o cover normal coal each yoar and amortize any
unfunded aciuarinl babinies {or funding axcess) over a period nat 10 exceed ity years, The joliowing Labla shows the
camponents of the Bisinet's annaal OFEB cos: for the year, the amount actually contnbuted to the plan, 8nd changes in the
District's net OPEB obligation,

Annual required contribution § 2,088,252
Annua? DPER cost {expense) 2,085,252
Coninbutions made [1.885.111)
Deacrease in net OPEB obligation 201,141
Net OPEB obligation - beginning of fiscal year
Net OPEB obligaton {astels) - end of tscal year 5 201144
34
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HOTE 11 -~ OTHER POSTEMPLOYMENT BENEFITS (OPER} {Continued}

The District's annual OPER cost, the percenzage of anmra) QPEB opst contnbuted (o the plan, and the net OPEB cblgation
for 2008 was as lollows;

Fiscal Annissl DPEB
Year Annual Cost QOPER
Ended OPER Cuost Cantabtban Dbligation
63072008 S 2085252 90 38% $ 20381
£ Lt} g Py 3.

As of July 1, 2007, the mos{ recent actugrial valyation dafe, the plan was zerg parcent fuatded. The agtwarial accnied Xabily for
tanafits was §18,560.089. and th actuarial value of assets was 30, resulling in an unfunded actuatial accrued katilty (UAAL) of
§18.566,089,

Aciuasial vituations of #n ongoing plar invobre eslisates ¢f the value of ropanied amounts and assumplioas haut the probability
of teeutranca of gvents (af into the future. Examples inchude assumplons abolt futuro empioyment, monalily, and (e heatthcare
cos! trend. Atpounts datermined regarding the funded stalus of the plan and the annurak teguired contributons of the empliyer are
suhjoct 10 continual revision as aciual resulis aro compared with past expoctations and now estanales bie made about the futuro,

ugrial Mo 13

Projegtions af benetds fos financigt reporting purposes are based on the substantive plan {the plan a3 understood by the employer
and the plan members) and include De types of benelils prowvided at the ima af 2ach volualion and the hesloncal patiem of shanng
©f benafil costs between (e employer and plan members to that point, The adtuerial methods and assumpbns used include
1echniques [hal aze gasignad 1o reduce the effects of shortaarm volatiity in actoarial accrued habdites and the actuarial value of
assals, consistam with the long.1erm perapective of the calculations.

In the July 1, 2007, aclatial valualion, e ently age nOfMat cost meathod was vsed. The aciuadal assumplions included a 5.0
percent ifvestment rate of retuen, which is the axpeciad long-term investment returna on plan pasals expected 16 be held by the
plan, an inflation e of 3% per yaat, payroll increase 3% par year, and an annual healthcare cost trend rate of 4%. The actusnial
vohue of aszets is not applicable (no assets a3 of the intial valuation date). The LAAL 75 being emortized as algvel dollar amount
over 30 yéars. The remaining amorlization period at July &, 2007 was thirly years

NOTE 12 -~ CLAIMS PAYABLE

Third party adminisiralion provides dalis on estimated daim liabihties (paid and reserves). As of June 30, 2008, the estmated
awtstanding liability was $6,505,000 for weikers’ compensation, Such amountswuw colculated hased upon an outside aciuarial
vaksation as of June, 2005 and have been accrued in the p W-wide statements. The Distnct's
habity tor thaims payable is based on Cla:ms resefves estoblished by mc r.lmms administrators and actuanial shodes, The clams.
Eabiily inchxdes an aflowance for incurrad, but not reponed losass.

NOTE 13 - SOUTHERN CALIFORNA REGIONAL OCCUPATIONAL CENTER {SCROCTT SETTLEMENT PAYABLE

Dunng fiscal year 2007, the District had enleredinio 3 setlement agreement with SCROC to repay special educabon furkls which
the District owed since fiscal year 2003, The selffemenl ppreement will be paic over lour years with an annual payment of
$59.437. As of June 3D, 2008, the batance wos $118,876.

NOTE 14 ~ QUALIFIED ZONE ACADEMY BONDS (QZAR)

The District oblained an interest tree Quakfing Zone Academy Bond (QZAB) in September, 2005 in the amount of $2,320,000 for
1he purpose of ACQUINng equipment and making impeovemnenis to vorious 8choot sitas. The QZAS will mature in September, 2021,
The terms of the agreement are such 1hat the Distict depasiis $124,372 annually inlo 8 Sinking fund heid with U 5, Bank, (the
Ciustodian}, commencing Sepiember, 2006, The deposd 8hd interes! mamed will be held by the Cusiodian as coltateral untl the

payment ol the debl on the maiunty date, Fna funds on deposil with she Cusiogian will be investad such thal the oniginal deposd
and interes eamed s proyeded lobe su‘ﬁqem o repay the uem in full upon maluaty. The amount &N deposil in the sinking fund
i reported as a restrict 0 She g ide statement of nel assets. During the fiscal year, 5128051 was
depotited into a sinking fams and the balam:a as of June 30, 2003 was $247.205.
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NOTE 14 - QUALIFIED ZONE ACADEMY BONDS (QZAB) (Continued)
Firture payment is a3 folloe

Fiscal
Year Ended Juna 30 -Pnnclpat

2009 5
2010
2011
2012
2012
2014-2018
19.2022 L 2320,000

Totals $.2,320,000
NOTE 15— TAX AND REVENUE ANTICIPATION NOTES

The Distncl issyed $5,060 000 of Tax and Revenue Anticipation Notes on July 8, 2007, at a gpremiym of $24.350, The notos wil
mature on July 1. 2008, and Yalg 53949 pertent interest. The notes wete 30id by the Distnct tg supplement its cash flows.

As the nates were sull outsianding a1 June 30, 2008, they have been stk as 2 babilly on the balance sheet,

NOTE 16 ~ LONG-TERM DEBT = SCHEDULE OF CHANGES

Priot
Balance Perod Balance Due wiihin
Joky 1, 2007 Fgtgont Daletons At Judy 1. 2008 Dre Yaar
Compensated absencas $ 22396689 § 15482 5§ - 3 - § w515 3 60 600
Bonds payadle 79.80¢,152 2.920.000 26834 157 1230600
tinmatured wieceyl payabie
Capitat apprecustion bonds 3,458 536 00,504 4 165 087
Capdal wases 265848 49218 216840 54,595
Loars paysole 377519 47,845 279874 509
< f exoployee ¢
plan {SERP} 4781512 4,967,630 P45.871 5,779,331
{rher posiempioymant
penafls (OPER) 10,237 456 2088232 1685111 {18,237 4p8) 201,561 1,805 120
Ctaama payalie 6,505,000 £.505.000
SCROC settlement payable 178,313 59,437 118,878 59,437
Q7ZAB 2.320.000 2.320.000

Toaly § STI040M) 0§ 7789958 § 58907480 0§ (10237494 § 487205z § §255311
e

NOTE 17 - COMMITMENTS AND CONTINGENCIES

State and Federal Allgwancos, Awards, and Grants
The District has received state and faderal tunds for speaiic purposes thal Bre subject 1o review end audil by the gramor agencies.

Athough such audia couid generate expenfiluce disaliowances under terms of the grants, « |3 befieved that any required
reembiursersents wilk not be malefial,

Litrgalipn

Accorging 1o the Disthict's statl and attormey, no contingent labilities are oulstanding, and no lawsuits are peading of any real
frtancinl Consequence,
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NOTE 18 - SUBSEQIUENT EVENTS

The District ratired $5.000,000 of Tax and Revenue Anticipation Notes on July 1, 2008, These notes were issued on july 8, 2007,
The Drsirict issued 54,805,000 of Tax 2nd Revenue Anlicipation Notes on July 1, 2008, at an wmieres! raie of 3 00 percent,

On November 4, 2008 the citizens elected o spprave the issuznce of $265 malhon Measure Y and $65 milion Measure Z genoral
obhgation bonds 1o renovate the school faciies.

NOQTE 19 - EMPLOYEE RETIREMENT 5YSTEMS
State Twachers” Retirgment System (STRS)
Pian Description

The Torrance Unifien Schoo! Distiel contnbutes {0 the Siaie Teachers' Retrernent System (STRS). a cost-sharing mutliple.
employer pubkic employee retirement systemdefned benefil pensien plan administered by STRS, The Plan provide s retirement,
disabelly, and suivivor benefits to benaficianes, Benefit provisions gre established by State stalstes, as legislatively amended,
within the Siate Teachcts Rewemcm Lew, STRS issucs o separaie comprehensive annual financal report thal includes nanciat

s ong d supy tary informatich. Copres of the STRE annual fnancial repon may be ottained om the STRS,
857 Folsom Bou‘evard Sacramento, Califomia 93826,
Eunding Pty

Active plan members are required 1o coninbule 8.0% of their satary and the Tomance Unifed School District is roquired 10
conititute an acluariafy delermined rate. Yhe acluarial methods and assumplions used lor determining the rate ate thosy
adopted by the STRS Teachers’ Ratirernent 8oard. The required employer contribubon raie for kscal year 20072008 was 5.25%
of ennual payroll. The contnbulion requi 15 of the plan % are i by State statute, The Torrance Unified
School Distritt's contributions to STRS for the fiscal years ended June 30, 2008, 2007, and 2006, were $7.857.168, §7.562,161,
and $7.250,569, respectively, and equal 100% of the 1equired contnbations for each fiscat year,

Catlornia Public Employocs’ Retirement System {CalPERS)

Pian Destopton
The Torancs Unified Senool Distric! contnbutes 10 the School Employm Poot under ihe Cabfomia Public Employees” Retirement
System (ColPERS}, a cost-sharing multph f pLplic r 1 sysiem defined henefit pension plan

administered by CHiPERS, The Plan provides rcnmmenl and d:samf.ly benehils, nnnual cosl-olliving adjuatments, and death
benztis to plan members and beneficinties. Benalil provisions nre established by stale siatules, 85 legisiatively amendad, within
he Public Employees’ Retirement Lew, CalPERS issues a separate comprahensive anoual inandal report that includes financial
slatementy and required supplementary infgrmation. Copies of the CalPERS' annual finandal report may be obtained from he
CalPERS Executve QOlfice, 400 P Streel, Sacramento, Calllornia B5814.

Funding Policy

Active plan members are jequired o conlributa 7.0% of their salary and the Torrance Unutied Schood District is required to
contribute an actuariplly determined rale. Tha acluarial mathods pnd assumphions used for determining the rate are those
adopted by the C2FERS Board of Aomimsiration. The required employer coribution rate for the fiscat year 2007-2008, was
4.308% of annuat payroll, The contnbulian requirements of g plan memdars fre eslabiished by State statute. The Tomance
Unified Sthool District's contribations o CatPERS 10r the fiscal years ended June X, 2008, 2007, and 2008, weee 52,765,300
$2,577.085, and $2.204 270, and equal 100% of the 1equited contibutions for each fiscal year,

ROTE 20 = NET ASSETS

The governmeni-wide, proprietary funds, and duddary funds fnancial staiemertls utilize 8 net assels presentation. Nelassels are
categorized a3 invesled copdal assets {nel of related debt), restricted, and unresiricied.

fmvesiod i Capial Assels, Net of Relaled Debt — This calegory groups all capial assets, inctuding infrastructuee, into one
component of nel assets. Accumulated depracialion and the outstanding batances of debt thal are aitributablo to the acquistion,
CONSILCHoN, Oor improvement of these assels reduce the talance in this calegory.

Resincted Not Assets — This category presents exiernal resiictions imposed by creditars, grantors, contribulors, of laws of
regutauons of oiner governments and restrictions imposed by law through constilutional provisions or enabimg legisiaton,

Unrestncted Nel Assels ~ This category regresents net assels of the Disiricn, ot 1esiricied %07 @y project or othes purpole,
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NOTE 21 - PRIOR PERIOD ADJUSTMENT

Priot paricd sdpsiments in the amount of 510,306,592 were recoided in the govermmeni-wide financizl slalements were 2s
1ollgws:

Undgerstalement ol casn in county beasury in the amounts of 588,984 ana accounts receivable i the amount 6 5113 were due to
Disifict recocd thess assets as & relrse banel: luno (hdutiary fund) in the past and should bo recorded as salf-nsuranca fung
{internal service fung).

Oversiatement of othar pestemplayment bonefit (OPEB} cost in the amount of $10,237.496 was due (o implementation o! GASB
Stalement Ne. 45 in the current fisCal year, The District is required 1o répert tie annual requited cantribution as a kabitly instead
of the unfundad aciudnial linbiny,

Prior period sdisiments in the amount of $59,097 were recorded in the ficutiary fund statements were as f0llows:
Orveratamant of cash in ceunty treasury in the amounls of 558,984 and accounts recaivable in lhe amoun! of 3113 were due lo

Disirict record these assels ax a retiree benefit lund {Fduciary hund) in the past and shou'd be rocorded as sellinsorance fund
(fmternnl service fund),



TORRANCE UNIFIED SCHOOGL QISTRICY
BUDGETARY COMPARISON SGHEDULE
GENERAL FUND

For e Fiscal Yeas Ended June 30, 2008

Vanance

with
Final Bugge!
Bungeied Amounzs Posgive
Orxpnat Fiaat Actual {Negatve)
Revenues:
Revenos Limd Sourtes:
State apponionments 5 0361098 3 103728202 $ 101583766  $ {2,164,436)
Local sy 39,768,670 38,794,670 41,687,095 2,192,429
Feceral 7.825,000 1,648,000 B 465277 £19.227
REQUIRED SUPPLEMENTARY INFORMATION Gier siats 43260000 44.504.000 45,493,007 959,087
Other local 3.875.000 5.372.324 5.679.260 3065.936
Total sevenuns 468,544,768 201,285,198 203.208, 389 5843193
Expendilures:
Certficated salaries 2,185,000 93,190,511 03,109,511
Ciassihed salanes 30,010,000 31,186 843 31,168,642 1
Employee banelts 35,255,000 35.710.664 35710683 1
Books and supphes 5,581,000 9,052.048 9.062,947 1
Coniracied services pnd other
OPETALnG Expecses 18,258,000 20,250,858 20,250,857 1
Capital outioy 4,448,000 8245 281 5,245,281
Cther outgo 8,850,000 8.85:,287 8,085,217 {243,930
Debt service’
Principat 41 000 41,000 103,33 {62,390}
Iaterest and Escal charges 8.000 8.000 5,394 {1,304}
Teral axpenddures 184 884000 204,447,182 204,754 K2 {307,710}
Extess of evenuls Over {unger)
axpendgluces 3 880 788 12.131.596) £4.546.513) 1635483
Qthor Financkng Sourcas {Uses):
Transtess in 1,800,000 1,500,000 1,900,000
Trans!ers ot (1,550,000} (1, 455.000) {1,192.18% 302,833
Total athar financing sourcey (uses) 350.000 405 000 707.83% 302833
Not change in hund balance 4030768 {2.778,998) (838,680 1,938,316
Fund balance, July 1, 2007 17976978 17.976.979 17.978.97¢
Fund halance. June 30, 2008 22007747 3 15199983 8 17138209 § 1838318
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TORRANCE UNIFIED SCHOOL DISTRICT

COMBINING BALANCE SMEET

NONMAJOR SPECIAL REVENUE FUNDS

June 30, 2008

Assets

Cash in county reasury
Cash on hand and in banks
Cash in revelving fund
Cash with fiszal ogent
Accounts recoivabie

Due from cther funcs
Inventory, at cost

Tota! assels

Liabillties and Fund Batances

Liabittias:
Arcounts payable
Due 1o olher tunds
Deferred revenue

Total izbiklies

Fund balances;
Roserved fund balances:
Reserved lor revobang fund
Reserved for inventory
Designated fund balances:
Designated {or economic uncenainies
Cther designations

Total fund balances

Total liabitities and fund palances

Adult Child Delered
£ducaton Development Cateteria Maimenance
Fund Fund Fung Fund

§ 748918 5 123,969 s - § 4454022
1018238
12,000
8,591
1,238,214 1,442,805 254,815 42,980
376,868
§7.475

$ 1,998,132 § 1558774 $ 1826687 3 &437.01

$ 427872 % 237,526 $ 1,312,388 1 13,852

1,200.000
114,482
427.872 1,552,018 1,312,368 13,852
10,000
67,175
1,560,260 14,755 247,144
4,483,159
1.570,260 14756 - §14,319 4,483,159

$ 15981432 § 1.566.774 5 1825687 S5 4457011
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§

Totals

5,327,809
1,018,238
10,000
9,591
3.078.827
376,856

67,175

9,888,504
C————

1,991,618
1,200,000
114,462

3.306.110

10.900
67,175

2,622,460

4483.159
8.582.494

9.888.504
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TORRANCE UNIFIED SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
NONMAJOR SPECIAL REVENUE FUNDS

For the Fiscal Year Ended June 30, 2008

Revenues:
Federal
Ozher state
Oiher 1ocal

Tata! rzvenues

Expenditures:
Certficaled salaries
Classifed salaries
Employes benelils
Books ana supplies
Contracted services angd cther

opetating expenses
Capitai outlay
Other outge
Debt service:

Principat

fricerasy

Total expenditres

Excess of revenues aver {under)
axpand. iuras

Other Flnanting Sources (Usash:
Translers in

Tolal oiher financing sources {uses}
Net ¢hiange in lund balances
Fund balances, July 1, 2007

Fund bafances, June 30, 408

Adult Chuld Defersed
Education Davelopmeant Catetena Maintenanca
Fundg Fund Fund Fund
§ 432925 § 5,588 § 1586640 -
7.076,123 2,184,791 126,535 1,064,880
676.795 §2,453 4.710.653 144,075
B235.843 2,252 830 8,424,178 1,208,955
32N 560,428
1,425,182 622 875 2.158,584
1,233,488 L3672 746,540
263,678 83,242 2,728,707 2,914
1,279,217 34,586 296,667 126,381
159,860 21,368 140,878 362,888
313,154 158,236 275,154
7.025 46,083
10,220
7.757.255 2,323,933 6,402,291 492 163
478 408 {731.103) 28 887 716,752
47.167 1,145.000
47 167 1,145,000
478488 (23,538) 21,887 1,861,702
1.091.772 39,892 492,432 2,821,367
$ 1570260 & 14 756 $ 514,319 4 483,158
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Tolals

§ 2075201
10,452,329

5594276

18,124,808

3,683,188
4,506,621
2,509.698
3,078,540

1,736,851
650,984
745,541

§3,108
10.200

16.975.742

1,145 004

£.192.187

1,192,167

23362

4.244.263

$ 6582494
S———

TORRANCE UNIFIED SCHOOL DISTRICT

COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES !N FUMND BALANCES

NONMAJOR SPECIAL REVENUE FUNDS
BUDGET AND ACTUAL
Far the Fiscal Year Ended June 30, 2008

Revenues:
Fegeral
Qiher siate
Other local

Total revenues

Expenditures:
Certdicated salaries
Classitied satanes
Employea banglds
Books ang supplies
Contracted services and other operaling expenses.
Capitsf outlay
Othe: ouigo
Debt service:

Principal
interest

Totak experdiuras
Excess of tevenues aver {under) expenditures

Other Financing Sources (Uses):
Transters in

Total ather linancing sources {uses)
HNet change in fund batances
Fund balances, July 1, 2007

Fund balapces, June 30, 2008

Adult Education Fund

Vanancs
Final Posiiiva
Budget Actual {Negative}
s 474 000 H 482,923 s 8,925
€.805.000 7.078,123 271,123
834.000 676.795 {157.205)
8,113,000 8,235,843 122,843
3,305,000 322 182,229
1,517,000 1,425,182 61,818
1,264,000 1233485 §0,514
283,000 283676 19,324
1,278,217 1,278,257
256,783 116,865 136,814
333,000 313,154 19,848
8,268,000 7,757,355 910.645
{155.000) 478,488 633,488
{155,000) 478,428 633,488
1.091,772 1,091,772
3 936,772 $ 1,570,260 3 £33.488
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TCRRANCE UNIFIED SCHOOL DISTRICT
NONMAJOR SPECIAL REVENUE FUNDS

COMBINING SCHEQULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL (Continued)
For the Fisgal Year Ended June 30, 2008

Chid Develapmiers: Fund

Caleteria Fund

Vanance Variance
Finat Positive Flnal Positive
Budcet Attuat {Negauve} Budget Acisal {Negauve}
- 5,585 1 5568 & 1554207 1.586.680 $ 32,483
2,125,000 2,184,791 {208) 101.800 125,535 24,935
62.453 82,453 4 870,208 4,710,953 {159,255}
2,185.000 2.252.83¢ &7.830 6,528.015 6,424,178 {101,837}
583,000 580,428 22572
1,840,000 922,975 §17,425 2,159,827 2,158,584 41,263
530,172 530,172 654,060 746,040 (92.040)
137,847 83,243 54 804 3236102 2,728,707 507,296
41512 34,586 7.028 103,000 296.667 {192.667)
27,369 27,388 1 66,000 740,879 {74,879}
175,000 158,235 16,764 342,000 275151 66,649
7.025 {7.025) 46,083 {46.083)
10,200 {10,200}
2,535,000 2.223,933 211,067 6.600.930 6,402,294 198,638
{350,000} (71,103} 278.897 {74.615) 21,887 94,802
350,000 47167 {302,833}
350,000 47167 (3028331
{23,936) {23,936) {74.315) 21.887 96,802
38,692 38,692 492,432 492 432
36692 14,756 3 (23.936) ¢§ 417,517 5%4,319 - 96.89_.2_
{Continued)

45

Ravenues:
Federal
Other stats
Other kocal

Totai revenues

Expendituyres;
Certficatad sataries
Clasailied sataries
Empleyes benefits
Books and supplies
Conuacled services and giher pperating expenses
Capital outlay
Other outgo
Debt service:

Principal
Interost

Total expendituzes
Excess of 1avenues gves {undes] expendiures

Other Flnancing Sources {UIses}.
Transiers in

Tota! other lnancing soutces [uses)
Net change in fund balances
Furd palances, July §, 2007

Furd balances, June 30, 2008

Delerred Maintanancs Fund

Varanco
Final Pogitive
Budget Actual {Negative)
s - - .
1,065,000 1,064,880 (+20)
150,000 144 075 {45.825)
1,255 000 1,208,855 (46,045)
2914 2914
126,381 126,35t
370,705 362,868 7.837
5060.000 492,163 7.837
755,000 716,792 {38.208)
1.145.000 1,145.000
1, 145.000 1.145.000
1,850,000 1,861,792 (38.208)
2621367 2,621.367
$ 45210367 4,483,159 {38,208)
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TORRANCE UNIFIED SCHOOL DISTRICT
BALANCE SHEET

NONMAJOR DEBT SERVICE FUND

June 30, 2008

Totals

Vanance

Final Posilive
Budge! Actual (Negauva)
§ 2620207 5 207520 5 48,834
10,158 600 10,452,329 205729
5.884.208 5594276 {299.632)
18.079.015 18,125,806 42,791
3,888,000 1.683,199 204,804
4,756,627 4,506,621 250,206
2,478,172 2,509,498 {31,528}
3,659,864 3,078,540 581,324
1,550.210 1,738,851 {188.,641)
720,857 £50.584 60,873
850,000 746,541 103,459
53,108 (53,108)
0,200 (10.200)

17,903,930 16,875,742 528,188
175.085 1,146,064 B70 979
1,405,000 1,162,167 (302,833)
1,405,000 1,502,167 (302,833)
1,670,085 2,338,231 668,148
4,244 283 4,244 383

5 5914 348 §  6,5802.494 S 668,545
47

Assots
Cashin ¢county veasury

Total assets

Liabilities and Fund Balance

Liabalities:
Accounts payabla

Total liabilties

Fund balance:
Undesignated

Total lund balance

Total iabliies and fund balance

48

Bond
Inerest and
Redemption

Fund

3 Ema N7

$ 13,804,537

\

3,804,637

3,894.537

§ 3894337



TORRANCE UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
NONMAJOR DEBT SERVICE FUND

For the Fiscal Year Ended June 30, 2008

Bond
interest and
Aacemption
Fund
Revenues:
Cther stale b3 21,180
Olner local 3.989.655
Total revenues 4,030,835
Expenditures:
Debt service:
Principal 2,920,000
Interes: ant fiscal charges 841,358
ol expenddures 3.761.388
Net change in fund balance 269,447
Fund batance, July 1, 2007 3,625,060
Fund batance, Juns 30, 2008 $  3.894 537
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TORRANCE UNIFIED SCHOOL DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

NONMAJOR DEBT SERVICE FUND
For the Fiscal Year Ended June 30, 2008

Revanues:
Other state
Other loca)
Tatal revenues
Expenditures:
Deb! service:
Principal
Interest and fiscal charges
Tetal expenditures
Net change in furd balance
Fund balance, July 1, 2007

Fund batance, June 30, 2008

Bond Interest and Redemption Fund

Vanance
Finat Positive
Budget Actual {Negative)

- $ 31,180 31,180
3.757.867 3,999,855 241,788
3,757.367 4,030,835 272,968
2,920,000 2,920,000

841,368 841,388

3,761,388 3,761,388
{3.523) 260,447 2¥2,968

3.626.090 3,625,090
3621569 $ 3894537 272 968
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TORRANCE UNIFIED SCHOOL DISTRICT
BALANCE SHEET

NONMAJOR CAPITAL PROJECTS FUNDS
June 30, 2008

Assely

Cash in county treasury
Accounts receivable

Total assels

Liagititlas ana Fund Balances

Liabibties:
Accounts payable

Total kabilities
Fung talances:
Deslignated fund balances:
Other designations

‘Tolal fund balances

Total liabilities end tund balances

Capital

Buiding Facllities
Fund Fung Totais
3 3588038 - 192,265 $  3650,362
37,870 122,087 160.957
$  13.626.068 $ 225252 $ 2851320
5 224 455 $ 43,183 ] 267,682
224.499 43,183 267.682
3,401,569 182 069 3,583,838
3.401,569 182,069 3581638
$ 3626068 3 225 252 $ 3851320
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TORRANCE UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

NONMAJOR CAPITAL PROJECTS FUNDS
For the Fiscat Year Ended June 10, 2008

Revenues:
QOther local

Tetat tevenues
Expendltures;
Classified salaries
Employne benefits
Books ang supplies
Coniracted services and gther
operaung expentes
Gapital outtay
Total expendituzes
Excess of rgvenues over (under} erpenddures

Other Financing Sources (Uses).
Transfers out

Taotal other financing sources {uses)
Net change in fund balances
Fund baiances, July &, 2007

Fung batances. June 0, 2008

Capial
Building Faciltles
Fund Fund Totals
5 208.030 S 853.195 §  1.062.225
209.030 853,195 1,082,225
226,162 228,162
74,471 76,471
1,595 11,393 12,988
404,543 138,347 542 850
325,452 18,850 345,302
731,590 470,223 1.261.813
(577.5601 282,872 (239,588
{3.900.000} {1.900.000}
{1,$00.000) {1.500,000}
{522,560) (1,517.028) {2.039.588)
3.824.129 1.695.057 5623226
$ 3,401,569 3 182,068  § 3.563.438
§3

TORRANCE UNIFIED SCHOOL. DISTRICT.

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

BUDGET AND ACTIJAL
NDNMAJOR CAPITAL PROJECTS FUNDS
For lhe Fiscal Year Ended June 30, 2008

Building Fund
Vanance
Final Positive
Budge! Aciat {Negauve}
Revenues:
Owher [ocal $ 210.00¢ $ 265.030 $ {970}
Tout revenues 210,000 204,030 {376}
Expenditures:
Classiied salaries
Employee banefits
Books ang supplies 1,595 1.585
Contracied services and oiher operaling expenses 429,405 404,543 24,862
Capunat outlay 832,128 325,452 506.678
Total expentitures 1,263,128 731,590 531.538
Excess of revenues over (undert
expendhiiires §1.053.|25) !5?2,560! 530 568
Other Flnzneing Sources (Uses):
Translers out
Tomwat other finanging sources (usos)
Nat change in fund balances (1.053.128) {522,560) 530,583
Fundg balances, July 1, 2007 3,924,129 1824129
Fund batances, fune 30, 2008 S 280,001 S  3.401,589 S 530.563

£4



Capial Fadiives Fung Tolals
Variance Variance
Final Posilive Firal Positive
Budget Actual (Negative) Budget Actuaf [Negative)
760,000 b 853.185 S 83,195 $  1.000.000 $ 1062.225 5 62,225
780,000 853,195 £3,195 1.900.000 1.062.225 §2.225
226,162 226,182 226,162 226,562
74,474 74,471 74,471 74471
11,394 11,363 1 12,989 12,988 1
138,348 138,347 1 SBT.753 $42.890 24,861
82,625 i9.850 42775 834,753 345,302 549,451
§13.000 470,223 43717 1.376.128 1,201,813 574,355
277.000 382,972 105,872 {778.128) (139.585_’1_ 5356.540
{1.900.C0%) {1.900.000) {1,900,00G) 1,500,000}
{1.900.000) (1.900.000) (1.980,000) {1,900,000)
(1.822.000) (1,517,028} 105,672 (2,678,128} {2,039,588) £38,540
1,699,097 1,609,067 5,623,228 5,623,226
78.097 ¥ 182,069 ] 105.972 4 2.947.088 3 3583638 £ 636,540
RrLa
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TORRANCE UNIFIED SCHOOL DASTRICT TORRANCE UNIFIED ECHOOL DISTRICT

ORGANIZATION SCHEDULE OF AVERAGE DAILY ATTENDANCE
duns 35, 2008 } r "
Amended
The Torranco Undiey Schook Distnct (the Distnet) was estabiished in $847. The District is cutrently operaiing 17 elementary Sevand Amended
schools, B middie schocts, and % high schoats, 1 of which és a contnuation schoal, 1 children’s center, 2nd 4 adul coucation Penod Annual
schools, over an area of approximately 20 square miles witlvn ine City of Torrance. Repor _Repest
Elementary.
804 F TR Kingergarien 1,540.26 £,543 08
Grades one through hree 4678.72 458185
Grages tour through six 517234 51271
Name Qtticg Iom Expirey Grages seven and eight 373308 373269
Speciat education . 224 G4 22771
Or. Michpel Emst Prasident Huvember 2009 Home and hosmial 710 8.02
Commumty day schoo! 14,43 1696
Wi, Albest Muratsuchi Vice President November 2009 Extended year — 188 1883
M, Marh Steten Clerk November 2009 Elementary lotals 1533970 1535106
Mrs. Terry Ragins Membuey Kovambar 2011 Seeondary.
Regular class 8.,143.45 8.107.38
Mr. Don Lee Membet November 2011 Continuaton education 154,88 148.79
Special egucation I27.04 332.62
Home end hospdat 4978 57,32
Cammunity day schoot 2285 23.36
Extenged year 40,91 47.20
Reginnal occupation centers 172675 17343
ACVINISTRATION Clazses for adulis _2Jg0.41 2.629.22
Dr. Getrge Munnon Secondary 10tls A2.6870.33 1308032
Supenntendent
ADA wials 2800953 QW420,37
Dr. Laurie Love
Chinl Academic Officer Hours of
upplgmenial insinichional Houry Al
Or. Tirn Stowa Supol ury Altendance
Serwor Diroctor- Secondary Schools Elemantary 176.567
Gy, £ Don Kim Secondary £96.754
Serioe Diteciee- Etamentary Schools
Dr. bario Liborau
Senior Dicector ~ Human Resources Average doily attendance is 3 measgremend of the cumber of pupils atteeviing classes of the District, The purpose of attandance.
accounting from a Gscal standpoin! is lo provide ihe basis on which apporionments of State funds are made to sChoof dséricts.
Dr. Denald Stabler This schedule provicas information regarding e atlendance of students at various grade lavels and in different programs.

Ceputy Supernlenden — Administatve Senices

Ma_ judy Chat
Fiscal Services Qtficer



TORRANCE UNIFIED SCHOOL QISTRICT TORRANCE UNIFIED SCHOOL DISTRICT

SCHEDULE OF INSTRUCTIONAL TIME SCHEDULE OF EXCESS SICK LEAVE
For the Fiarst Yeae Endad fioe 30 2008 gt A .
Tomance Unified School Distncl does not provide more than 12 sick leave days in a school year o any {superintendent, other high
Number of level administrater, leacnes) Cal$TRS member,
1982.83 1986.87 2007-08 Days
Actuat Minutes Aziual Tradional

Grade Level Minutes Regquirement Minutes Catendar Status

iindergarten 31,500 36.000 40,500 180 in compliance

Grade 1 41,780 50,400 52,902 L8O In compliance

Grade 2 41,790 50,400 52,902 ta0 In compliance

Grade 1 41,790 5,400 52,902 180 In compliance

Geada 4 51.480 54,000 54,513 +80 in compliance

Grade 5 51,480 54,000 54,513 180 In compliance

Grade § 51.480 54.000 59,375 180 In compliance

Grade 7 51,480 54,000 £9,375 180 In compliance

Grade 8 51,480 54,000 59,375 180 In compliance

Grade § 54,863 64 200 66,00% 180 in compliance

Grade 10 54,660 €4,800 66,095 180 in compliance

Grage 1 54,960 64,800 86,095 180 In compliance

Grade 12 54,960 64,800 66,095 180 in compliance

Digtricts mus mainiain thair insructional sinutes at esther the 1982-87 aciual innutes &1 the 1986-87 minutes requirement,
whichever is greater by Education Code Secuon 48201,

The Distric! has received incentive fundng foe incraating instructonal Lime as provided by the Intentive tor Langer nstuctional

Day. This sctwedule presents information on the amount of instruction tme offered by the Desirict And whethar the Distric comphed
with the provisions of Education Code Soctions 46201 through 46208,

£8 &9



TCRRANCE UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS
£

‘ k|
{Budgey)

Genera! Fung 209 . 2008 2007 2006
Revenues and other

financial sources $.183.923564 £205.108,332 §202.262710  £182.390.805

Expendiuies 193,882,385 204,754,902 194,036,465 172,533,329

Cther uses and transfers

out ¥, 100,000 1192167 1,151 4,114,497
Total oulgo 105082 365 205,047 069 195.188.079 AI3.047 676
Change in fund balance {1.158.831] ___{B3B650) 7054631 §.742 979
Encing fund batance 5.15.919.468 5.12.133,298, $.41.976.919 5,105722.348
Avalable reserves 5...8.198.080 §,.,.8.508,002 $.5.862592  5..3378825
Designated for ecanomic

unceriainties S B 108,080 $.8.508,003 15,882,502 $.=5.206.925
Undesignated fund balance 1) - s " |- T — 3 —i——
Avadablo reserves a3 o

percentage of total oulgo 4 2% 4.0% 0% 3%
Tetallong-1eem debt 3 53.569.397 $ 48,729 052 $ 57.104 073 5 60,688 531
Average daly attendance

atP.2 23.850 24,083 24874 24554

This sehedule ciscioses the Distic!'s finandial trands by displaying past fiscal years” data along with current fiscal year budges
information. Thess financiat rend distiosures B9 used 16 svaluate e Disticl's allity 10 CONUNGG 35 8 GoING CONCEM Ky a
reasonable period of yme.

The Getieral Fund fund batance hos inaeated by 36,215,851 over the past twe fiscal years. The fiscal year 2008-09 budget
projecis 0 cecreasa of $1.158,831, For o District this size, the Slate 10commends available resorve of a1 kedst 3% of (olal general
fund expenasures, ransters oul, and others uses {total gigo).

The Disirict has incured an operating surplus in o of the past three fiscal years, and antitipates a defied guring the 2008.0%
fiscal year. Talal kong-ieem cebt has uacreased by $11,558.520 over the past two fiscal years, The dectease in long-lorm debt
was prmaNly due 1 ik of GASB Statemert! Mo, 45. Pleasa reler 1o Noto 11 and 23 fof Junther informnation,

Avarage daly pllendance has decreased by 571 aver the past two iscal yeors. Andecrease in 223 ADA is anticipated during the
fiscal yaor 2008-09,

TORRANCE UNIFIED SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Year Enced June 30, 2008

Federal Graator/Pass Through
GrantorProgram or Clusier Twe

Federal Programs!
U.S Department of Educabion

Passed through the Catfornia Depariment of Edueaton (CDE):

HCLB Title |, Pt A - Basic Gran!s Low Income
#nd Negiected

RCLH T:2e |, Paa G, Advanced Placement (AP} Test Fon
Resmoyrsement Program

NCLB - Tile Ik, Part A Teachar Cualty

NCLB - Twe 0, Pan D, Exhancing Ecucaton Thiough
Technoiogy

NCLE - Tege M) Imasgrant Edueaton Program

NCLS - Faig It Lavuied English Proticancy {LEP)
Student Program

NCLE - Tite 3V Part A Sate & Drug Free Scheols

NCLB - Toie V Par A Innovatve Educalion Suategies

Spaciz! B¢ IDEA - Basic Local Assisiance EnLiemnent
Pan @

Speciat Eg' IDEA - Proschool Local Entement, Pan B

Spedal £4. IDEA - Preschool Grant, Part 8

Special £d. IDEA - Preschool Staf! Devetopment Grants
Pan8

Vocatonal B Apphed Technology Secondary €

Adyit Basie Ecucation 8 ESL

Adutt Education” Fanuly Literacy

Adift Educavon: Adut Secondary Educaton

Aduz Educaton: English Literacy & Civics Educaton

ROTC Reimbursement

Carol Wiy Program {Direct Program)

Workatilty If, Transtion Porpership

Taal U §. Depantmen) of Education

U 5. Pepartmen af Heatth ang Human Services:
Passed hiaugh Los Angetes County O'fce of Education (LACOEY

MedrCal Agminisiraive Admies
Medi-Cat Biling Opton
Chiki Development. Qualty Impravement
Chid Devesspmnnt intanyToddige
Total U 5. Deparment of Health ang Human Services

U 5. Depansient of Agricutture Califomia Depariment.
Passed thicugh of Ecucatan (COE}:

Natonai Schoot Lunch

Basic School Break!ast Progiam

Especially Need Schook Breakfast
Total U.S Department of Aghcudivre

Total Bxpendiutes of Fedetal Avards

The gocempanying notes are an integrat pan of this schedule,

&1

Federai
Cataleg
{CFDA)

Number

84 00

84.330
B4 387

64,318
84 365

64 255
84,188
64 2684

B84 027
B4 (27
84173

84173
B4 048
84 0024
84 D02ZA
&4 0024
84.0024
54 000
84 215F
B4.158

93 000
93778
83575
3 575

10.55%
10553
10 563

federal
Ex JLres

$ 17824801

13.018
483 468

15,809
5974

277.251
100,066
13,063

3.557.8541
430,135
228.599

1,533
106,006
271,132

17975
21,934

425832
286,693
3464
2.122

717.911

1,279,787
53,965
252,934

1,588 830
5 10.5:0476
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TORRANCE UNIFIED SCHOOL DISTRICT
NOTE TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Fpf the Fiecal Yepr Ended June M) 2008

NOTE 1 - BASIS OF PRESENTATION

The accompanying schadute of expenditures of tederal awards includes the federal grant acthaty of Torrance Unifed Schoo!
Disinicl and i1 presented on the modiied accrual basis of accounting, The infermation in this schedule is presented in accordancs
wilh the requirements of OMB Clecular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Thevetore,
tome amounts presenrted in this seheduie may dffer from amounts presented in, or used in ihe preparation of, the basic fmancial
slatemants.

€3



TORARANCE UNIFIED SCHOOL. DISTRICT
RECONCILIATION OF UNAUDITED ACTUAL REPORT wWiTH
AUDITED FINANCIAL STATEMENTS

June 30, 2008

June 38, 2008 Unaudled Actual Report
Furg Balances

June 30, 2608 Acgued Financial Statements Fund Balances

June 30, 2008 Unaudiled Actual Report
Fund Balances

(Crverstalement) Understatermens of cash in county lreasury
(Overstatement) Understxiement of agcounts receivatle
Undersiaternent of accumulated depreciauion

June 30, 2008 Audied Financial Staiements Fung Balances

Adun
General Eduycation
Fund Fund

$ 171382088 5 1.570.260

5 17138299 3 1.570.260

Tortance

Community Set-insurance

Preschool Fynd Fund
5 1718 5 6,296,113
230,523
691

{1.560)

) 215 § 8,527527

This sthecule proviges the infatmation necessary 1o reconcile the fund balances of all funds and the tolal
Habifiies of the fong-term liatililies as reporied on ihe unaudied aclual to the autites tinancial

siaiements,

Bond
Interest
Chiid Deterred Capital angd
Development Cafeteria Maintenance Building Faciliies Radamption
Fund Fund Fund Funt Fund Fung
S 1475 0§ 514319 0§ 4483159 S 3401530 0§ 982060 $  3.894.837
5 1475 0§ 514319 0§ 4.4B3,159 0§ 3401569 § 182,069 5 3894537
Reliree
Benclits Long-Term
Fund Debt
231214 June 3D, 2008 Unaudsed Actuat Report
Total Liabitties $ 58,765,407
{230.523)
(691) Overstatement of ather postemployement benafit 10.036,355)

June 30, 2008 Audited Financiat $tatemenis Long-Term Dent
Teuat Liabititics

65
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MOSS, LEVY & HARTZHEIM LLP

CERTIFIED PUBLIC ACCOUNTANTS

FARTMENY, 107 WILSHIRE SLVD, ST 40
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AUDITOR'S REFORT ON STATE COMPLIANCE

Board of Educaton
Torzance Unified School Bistricr
Torrance, Calfornia

Wt have audeed the financial slatemants of the governmental activitios, business-type astvities, each major fund, ang the
aggregate temdining fund infanmation of the Tomance Unified Schoo! Chstrict as of and R3¢ the fscat yaar onded June 30, 2008,
which collociriely comprise the Torrance Unified School Distiict's basic financial statements and nave issued our rapor thereon
dated Janpary 5§, 2009, Cur audi was osaducted i aoo0(ance with aud.ing standards generally actepted in tha Ureted Sisles of
Amenca; the standards for Bnanclal and compliance audils contsined i G Auditing Standards, issoed by the
Complioller General of the United Siates; and the Educalion Audil Appeals Panefs Standords and Procodures for Audits of
Caklomia K-12 Local Educational Agencies. Thosg slandards fequire shat we plan and pedform the audst 1o Obtain reasonable
assurance abow whether the Enandal satements are e of materipl massiatemant, An audd! ingludes examining, on 2 test basis,
evidente supporing ihe amounts and disct in the fi ial slat ts. An audit also intludes assessing the accounting
prnciples used and significant esti made oy thanags , as wel as evaluayng the overafll financial siatement presentston.
We believe 1hat our audd provides a tepsonable basis lor our opinign,

The Dislicl's management is responsible for the Distier's campliance wiih iawa and reguistions. I connection wali tha suds
reforted 1o above, we selatied and testad UBnaachions and reconds to determing the Disinct's compliance vath the State drws and
regutatl.ons applicablg to the following kems:

Procedures in Panels

Descripion Aty Gide Procecures Perfarmed
Agendanco Reporung 8 Yes-
Kindergarien Conlnuance 3 Yey
Independent Sy 23 Yes
Coniinuaten Educalon 10 Yes
Adull Educaton 9 Yus
Regional Occupational Centers ank Programs [ Mot applicable
tnstrucponal Tune.

Schodd distngis 4 Yes

County othces ol caucation 3 Hat applicable
Communty Day Schools ] No {See Next Page)
Morgan-Han Class Size Reducbon Program 1 Yes
Instruconal Maienats-

General tequrements 12 Yes

K-8 1 Yes

H17 i Yes
Ratios of Agmirgsiratnee Empioyees 1o Teachers 1 Yot
Classroom Teacher Salaries 1 Yes
Earty Retirement inCentive 4 Kot apphcable
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Procedures in Panel's

Descnplion Auhs Guide Procagures Performed
Gann Limit Catautauon 1 Yes
School Construction Funds:
Scnool Distnct Bonds 3 Yas
State Faohbes Funds 1 Yas
Excess Sich Leave 2or3 Yes
Nobce of Rignt To Elect Cakfomia State Tescners Reuremeny
System (CalSTRS) Membership 1 Yas
Propositon 20 L ouery Fungs {Targenas Taxtbook Act of 2000) 2 Yes
State Lanery Funds (Catfornia State Lotiery A of 1984) 2 Yes
Cabforia School Age Famdies Educaton {Cai-SAFE) Progam 3 Nt apphcable
School Accountabiity Report Carg 3 Yes
Hznematcs and Readng Professional Development 4 Not apphkeable
Ciass Size Redootion (indiudsg i charter sehotis),
General requirements 7 Yeas
Opion Ore 3 Yes
Opon Two 4 Nt applicabie
Destricts o1 eharter schoals with only one schotd serving K-2 L] oy applicatie
After Schaof Education ang Salety Programy
Generat roqorements 4 Nzt applicable
Anter school 4 ot appicable
Belore schook 5 Not appheabie
Contemporanecus Records of Aligrdance, for chaner schools 4 Hot applicatie
Maode of Inmainuchon, for chaner schools 1 No; applicable
Nonciaasmem-Based Instrucuonindepentent Study,
for charier $ENOO!S 15 Not applicable
Detormination of Funcing far Nonclassroom.-Based Instrucson,
for chartey sehools 3 Not apphcabie
Annual tnstrpcuonad Mimtes - Classroom Based,
100 chorter schodls 3 Nt poplicable

Wa did rot perform testing for community day school because the community day school ADA was under the levelwhich requires

lesiing.

Based on aur audi, we lund that, fof the sema testad, the Torance Unified Schodl District complied with the Slate faws and
reguiations referred (0 aDave except @ Cescnbed in the Findings and Recommendations Secton of this seport. Futther, based on
ocur examinution, (or the tems not lesied, nothing came to cur attention o indkaty that the Torance Unifieg Schoot Dhisirnct had not

complied with Lhe State laws and fogulplions,

The Disiict's response (0 the findings idennfied in our audit is describeq in iNe BCCOMPorTyIng schedule of firndmgs and questioned

costs. We did not audit the Dislrict's response and, accordingly, wo €xpress no opinion on it.

Tris report is nlunded soicy for the information and use of iho board of educaton, management, State Conlrolier's Offico,
adrminisiraive sesvices departmant, and Depatiment of Education, ond s nol intended to be and shauid nol b¢ used by anyone

aiher than these specified padies.

Hrue, Ko v bl e

1MOSS, LEVY & HARTZHEIM, LLP
Baverty Hiéls, Caklornia
January 5, 2009
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AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TG EACH MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-132

Board of Educalion
Torrance Unfied Schoo! Distric
Tottance, Caldornia

Comphance

Ve have dudded the sompliance of tha Torance Unified Sahool Distries with the types of compliance requitements describad in
the U.§ Offico of Aanagement and Budge! {OKB) Cucutar A- 133 Compliance Supplernen! thal ae applicabie to cach of its major
federal programs {oc the fiscat year ended June 30, 2008. Torrance Undfied School District's major ledera! programs ane ident.fed
inthe summary of audierns’ resulls section af the astompanying schedule of dud:1 kndings and o cosis. Compk with
e roguirernents of faws, reguinbons, contracts, ang nrinsd apphcabla ta each ot 4s majer fegoral programs is the responsiilty of
the Torrance Unsf ed Schoot Districr's mansg 1t. Our responsibilily is {o express an opinion on the Torronce Unifieg School
District's compliance based on our audi.

We conductod cur audit of complance in accordance with awd ting standards genorally acceptedin the bnded States of Amernica;
the standaeds apphcable to inanciat audits contained in Govermhen! Audting Stondards. 3suea by the Camptroller Generat of the
Uniied Stotes; ant OMB Circular A«133, Audits of States. Locar Gavemments, and Nan-Profit Grganizations, Thode standards
and OMB Cucular A-133 u!quuulhai we plan and perform the audit t obizn CAsONADI ALSIANCS Shoul wirtihal noncarpliance

wiih e types of complianes 1 10 above that could hove a duect and material effect on B major federal
program ozcured. Anaudl mducea ¢xamming, On 8 1est basis, evidenca about the Torrance Unbad School Distnct's complance
wath those cequirements and p ing SuCh other pr th as we considered necessary in the circurnstances, We behove

that our 2udd provides a reagonsdle basis tor aur opsnion, Our audit dogs not provide legat daterminalien on the Tomance Unified
School Bistrict's comphance with those raquiremenis,

I ur cesnion, the Distet compled, in all material regpects, with tha requirements refemed 10 dbove that are ppphcabie 1o each of
s major tedernl programs los the fiscal year ended June 3G, 2008,

nivrnal Gontref Qver Compliance

The management ol the Dislrict i responsible for establishing and malntaining clfective inlernal contrel over compliance with
requremants of laws, regulations, coniracts, and Grants appficabte to federal programs, [ planning and performing our Budit, we
considerod the Disict's intemal control aver complance with requirements 1hal could have a direct anc material effect on a major
tageral program in osger to . g our aud.ting p d for the purpose of exprassing our opireon on compkance, but not lor
the purposy of exessing an cpinion on the affectivensess of intemnat controt over compliance, Actordingly, we do not express on
cpinion on (he efectivencss of District's intesnal control over compliance.
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A control teficiency in on entty’s internal tomtist ovtr compliance exists when ihe design or oparation of o contro! does not allow
managemeni of employeas, in the normal course of perfarming ther assigred functionsy, ta pravent or Gewet nonCompliance with o
type ol compliance requirement of a tederal progeem on a timely basis. A sigmficant geficiency is a conirol cefidency, o
combinauon of contrel dehiciencies, that adversely affects the entty’s abifity to adminisier a federal program such that therg is
more than & remole thehinood that noncompliance with a type of compliance requirerment of a federal progrom that is more Lhan
incunsequential wilf nol e prevented o Gotecied by the entiy’s inenal contret,

A matenal weakness is a siprificant daf:ciency, or combination of sigriGcant deficiencies that results in more than a temole
drelihood that mazenial noncompliance with a type of compliance requirement of  Jedetal program will noL be prevented or
detecied by the enily's mternat contrel,

Ot consideration of internat ¢anirel over compliance was lor the Smited purpose described in the first paragraph of (his section
and would not necessarily kientdy il deSciendies inintemal control 1hat might be signidicant deficiencies or material weaknaoises,

We didd nol identdy any deficiences in intemal control over v mat we lcer o be ial weaknesses, as defined
abaee,
This report is intended solely for the infermation and use of e board of edutation, gement, State G 7§ Qtice,

odminisirative services depariment, Departmen: of Educalion, ledaral awsrding agencies, and pass-through enttes. and is not
intended 1o be and hould not be used by onyons other than these speclied parlies.

W, Kews ¥ haly e

MOSS, LEVY & HARTZHEIM, 1LP
Bevedty Hills, Cakfomia
January 5, 2009
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TORRANCE UNIFIED SCHOOI. DISTRICT
SCHEDULE QF AUDIT FINDINGS AND QUESTIONED COSTS
ne 30 2008

Section | = Summary of Auditor’s Results
Financial Stalements

Type of aud-or's report issued Ungual feg
inteenat contrl gver financiat reporting.!
Materal weaknussies) Wenttfed? Yes
Signdcan] dafsency(ics) identfied not considared
to be materizl weaknesses? X Yes

Noncomplance matedial 10 financial siatements noted? Yos

Nona reported
HNo

Flr

FINDINGS AND RECOMMENDATIONS SECTION Fedesal Awmnda
Internal conlrol over major peograms:
Materal weaknessies) identified? Yes
Sigrificant deficiency(ies) idenufied not considercd

X Ho
{7 ba maleral weaknossos? Yes b Nene reported

Type of audilor's reposl issued on compliance for
major programs: Unauatified

Any audtt findings disclosed that are 1equired (o be

reported in accordance with Crcular A-133,

Sectior 510 {a) Yes X Ho
tdentficabon of major programs

CEDA Numbar (s} Nama ol Federal rogrm or Cluster
840024 Adutl Edygat

B4 D27 e A

$4,367 Tethg 4 — | Suaky
X%z 0 Heti-Cal Adminisiraive AGtivilips

Doltar teeshold used 19 distinguish patween Type A
and Type B programs, $316.212

Audites qualhed as low-rlsh aodee: Yes X Ho

State Awards

internal corirod over stads programs:
Katenial weakness(es) Wenydied? Yes X Ha
Signiftam deficiency(ies) identfied not considered
10 be matenal weaknesses? X Yes None reporied

Type ¢! Budido:'s report iSsued on compl:ance for
siata programs: Guakfied
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TORRANCE UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
l'lﬁ: 'IQ 2m§

Section HI = Fedoral award findings and questioned costs

There were no !ederal award findngs.

%

TORRANCE UNIFIED SCHOQL DISTRICT
SCHEOULE OF AUDIT FINDINGS AND QUESTIONED COSTS
g 30 2008

Section IV - Staty award fingings and questioned costs

FINDING 2008-6
Attendance
10000
Finding:
Duting out roview ol inlarnal control procedures, we noted that al Fern Elementary S¢hoot, Lincoin Elemaniary Sehool, Magions
Mugdie School, and Calle Mayor Middle Schoal, the hers wete not g the students’ artendance ©n a limely Gasis.

Recommendation:
We recommend that District requice all of its Schools to implement adequate attendance procedures so thal aftendance is
socorded property and [nmely,

Questioned Costs:
Hol Applicatdn « This is py Iniermat control finding

District's Responso:

Procedures are in place ot the abovo s:ies 1o Bmely tocord student attendance ir . Tnat ftures Include use of daly
Colfection Stotus repat and tmety Iollow up with teachers from site adminisirators and/or sttendance clark, The Omstrict wil
continue its eiens o provide sUpport and ining to all sites tegarding #lt¢ndance protadures.

FINCING 2008-7

Anengance
10000

Findlng:

We also noted that a1 Shory High School the atfenxdanca cifice is not property filing out ihe absence shps which are the souite
documents necded 10 suppor ihe ablences, Besause of this, we ¢annot detenmineg i the students are acually absent for on entve
iy or atsent for one of more pefi

In addition, we noted that al Madrona Midgie School and at Csle Mayer Middle Schodl, e absence notesie-admils stated thal
the respective students were absent, bul becouse not ol of the jeachers matked the students a3 absent {attendance o Laken each
period), the students wese claimed as being present.

fn DOt siuanons, adustments wers dong subseguently to pur firkfing 10 correct the discrepancies.

Recommendation: .

We recommend that isteet require afl of ds Schools 16 impfemen! adequate Blleacance procedines 30 that atendance is
recordied properly .

Cunstioned Conts:
Hot Apphenble — This is an internal control finding.

District's Response:
The above sies have worked wiah the Sistrict 1 have the issue corected. in addition, the sitos have laken sleps such as siall

developmen! on appropnate attendancs procedure with siaff, use ¢f phone log fo record dale and pariods ¢f absence.
strengthening review PIocess, and re-instrucing students with 1he proper fe-admit prolocol.

%



TORRANCE UNIFIED SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR FISCAL YEAR AUDHT FINDINGS
Juna 30 2008

Sectlon Il - Finanelal Statement Findings

FINDING 2007-1

invantory
20000

Finding:
During our 1eview of inveniory, we notad that the inventory reported in the food service fund tid nol agree with the inveniory that
was staled on the inventory report. The vadancs between the two documents was 512,541,

Recommaendation:
We tecommend that the approprisie empioyes determing whal the true ending batance of the inventory is at June 30, 2007and
make the appropnale adjusimenls 1o tha jood sesvice fund.

Current Status:

implemonted.
FiNDING 2007-2
Human Respurces System
30400
Finding:

DQuring our payrodl test, wo noted that there wars 1-0 forns that wera sither net completad o nol abtaincdietdined .

Recommendation:

The Cistrict should impiement procedures to ensuse that completed 1-9 forms are retaingd along with sufficdent supporting
veal.cation dotuments, such a3 a Copy of & ariver's icense, a social securily card, andfor an Ln-erpired employment authorizatien
dotument i§sued by he INS, cic.

Current Staius:
Nol Implemented — See Finding 2008-1.

FINDING 2007.3

F£ood Services Account
30000

Finding:

During owr review of the cafeterin acoount's bank reconcilialion, we noted that (he adjusied bank slalemen) balance did not
reconcde to the adjus!ed ledger balance by $4,300, We aiso noled that the bank reconcilation was not signed by the praparer of
the reviewer {authorized supernvisor).

Recommendation:

Wae racommaend that (ha preparer 0etRomine whin makes ofy (NG varinnte betwaen the bank stplement and the tedge: in arder o
delermine ihe coired balance of the cafeteria account, Upon completion of all bank reconGikations, the preparer of the bank
reconcliations should sign all bank reconcilizions tha he/she prepares and 80 suthonzed employee should review and approve
ihe bank esconcifiptions

Cusrent Starus;
Mot Implemented ~ See Fiading 2008-2,

mn

TORRANCE UNIFIED SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR FISCAL YEAR AUDIT FINDINGS
Jupe 30_209K

Sectign Il + Financial Statement Findings (Continued)

FINDING 20074

Assochated Student Body
30000

Finding:
Druring our disbussements test ot West Hign School, wa ngied that the Sehool placed a “PAIDT s18mp on the dribursement vouches
tequest leems, bul a "PAID” stamp was net placed on the actual mveices and recespls,

Recommendation: A
We recommend thet all inveices and receipts be stamped ‘Pald” in order to avoid duplicale poyment.

Current Status:
Implemented.
FINDING 2007-5
& iated Student B
30000
Finding:

Ducing our disbursemants test al West High Schood, we noted thit 3 out of 24 purchase ordars g not have the apprepeate
infermation present on them. The description of the putehases ang the approval signatures were not present on the purchase
arders,

Recommendation:
We recommend that purchase orders be completed and property authorized

Current Status!
Implemonted.
FINDING 20076
Associated §ludent Body
Jooco
Finding:

During our disbursements 1os! al West High School, we noted tha! 2 out of 24 invoices kxcked the approptate appeoval signatures.

Recommendation; . ) .
We recommend thal al purchases b reviewed amd approved by appropriole personnel (o avoid unoutherized transactions,

Current Status:
implemented.
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TORRANCE UNIFIED SCHOOL DISTRICT TORRANCE UNIFIED SCHOQL DISTRICT

SUMMARY SCHEOULE OF PRIOR FISCAL YEAR ALDIT FINDINGS SUMMARY SCHEDULE OF PRIOR FISCAL YEAR AUDIT FINDINGS
Jupa 30 2008 Jane 30, 2008
Section |} - Financial Statement Findings {Continued) Section Ml - Federal award findings 2nd questioned costs
FINQING 2007-7 There was no fegeral award finging.
Associated Student Bogd:
30060
#inding:

During our cash receipts {e3l 31 VWest High School, we noted thal 2 out of 21 cash receipts were not supported with a count sheet
1hat should be filed Guil and tumed in by each respacuve club, We alse acied that ior 1 out o 21 cash receipls, there was a
vatiance between the count sheet (ot was submuitted by the club, the count sheet that was prepared by the Assodated Siudent
Bady {ASB) office, and the amounl thal was depesded into the Dank account. Addtonally, 2 out of 21 coun! sheets that were
prepared by clubs were not signed by the respective clud adwsct,

Recommendation:

We r thate P counl sheet accompeany all money that is submitted to the ASH olfice. ) any vaniances are
noted between the money that is submatted and (he count sheet thal is plepared by the respectve clubs, the ASH office should
mquire with the respective chib

Current Status:

wnplamented
FiNDING 2007-8
Associated n
30000
Finding:

Buring our review of cash raceipling procedures al West High Schoot, we noted that a tog o! the sale o1 ASE stickars i not being
kept. Theig are indivigual receipts for each sale, but these receipts are not humbered. ¥YWe atso noted It the szlos that are
snade from the ASB nHice ara ol reconcied on 8 regular basis,

Recommendation:
We recommend Lhnt tha ASS office keep a log of all sales of ASH slickars. We 0lsa recommenda that all sales be reconcled on 3
regilar basis Lo prevent the possility ol 8 vadance existing betwoen the cash sollscied and the sales thal are made.

Current Status:
tmplarnanied
FINDING 2007-2
Ansorciatod Studee Body
3000
Finding: .
Dunng our examination of ASE minutes at YWes! High School, we noted thal the minutes wele nof signed by the appropriate
personnal,
Recommendaticn:

The schoot should implement procedures 10 ensure thai menuies are signed by aporopriate personnel.

Curront Status:
impiermanted
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TORRANCE UNIFIED SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR FISCAL YEAR AUDIT FINDINGS
Jype 30 2008

Section IV - State award findings and quostioned gosis

FINDING 2007-10

Alttendance
10000

Finding:
During our review of internal control procedures, we notad that at South High School and Calle Mayor Mxddle Schodi, tho teachers
ware not recording the ' sttendance on 4 imety hasis,

Adddionalty, we poted that a1 Edisen Elernemiary Sthoot, the anenoance Ued 0oes not logk gt the days that are marked with
asterisks (which nots Lhat attencance has not boen taken 191 the day) when rgviewing the mont-end repors.

Recommendation;
We recommend that Distric: requiry all of ts Schools to impl adequaie e procedures 50 (hal altendanc 13
tecofded ploperty and umely.

Questioned Costs:
Not Applicabie — This is an internal control finging

Current Status:
Hot Implementad ~ See Fincing 2008-8.

FINDING 200711

40000

Finding: ]
During our exam‘naton of Kindergarten sptention fowus al Victor Elementary School, we noted that two hindcrgmcn ratention
agteements did nat hava the anniversary cates becauss the School did not use 1he standard kndergarten eetenticn forms.

Recommendation: . )
We recommend [hat the Disirict faquire alf elementary schools ta us the slandard kindergarien relention pgrecments o sach
child thot repeats kindergoren.

Questioned Costs:
$10.77545

Current Status:!
Impiemenied
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APPENDIX C

PROPOSED FORMS OF OPINIONS OF BOND COUNSEL

Upon the delivery of the Bonds, Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the
District, proposes to render its final approving opinions with respect to the Bonds in substantially the
Jollowing forms:

[Date of Delivery]

Torrance Unified School District
Torrance, California

Torrance Unifted School District
General Obligation Bonds, Elcction of 2008 (Measure Y), Serics 2009B-1

and

Torrance Unified School District
General Obligation Bonds, Election of 2008 (Mcasure Y), Series 2009B8-2
(Build America Bonds — Federally Taxable)
(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel to the Torrance Unified School District (the “District’™) in
connection with the issuance by the County of Los Angeles (the “County™), on behalf of the District,
which is located in the County, of $23,604,106 aggregate initial principal amount of bonds designated as
“Torrance Unified School District General Obligation Bonds, Election of 2008 (Measure Y), Series
2009B-17 (the “Mcasure Y Seriecs 2009B-1 Bonds™), and $31,000,000 aggregate principal amount of
bonds designated as “Torrance Unified School District General Obligation Bonds, Election of 2008
(Measure Y), Serics 2009B-2 (Build Amernica Bonds ~ Federally Taxable)” (the “Measure Y Series
2009B-2 Bonds” and together with the Measure Y Serics 2009B-1 Bonds, the “Measure Y Series 20098
Bonds™), representing part of an issue in the aggregate principal amount of $265,000,000 authorized at an
election held in the District on November 4, 2008. The Measure Y Series 2009B Bonds are issued under
and pursuant to a resolution of the Board of Supervisors of the County adopted on September 29, 2009
(the “County Resolution™), at the request of the District pursuant to a resolution of the Board of Education
of the District adopted on Scptember 8, 2009 (the “District Resolution™). The Measure Y Scries 2009B-1
Bonds consist of $19,020,000 aggregate principal amount of current intcrest bonds and $4,584,106
aggregate initial principal amount of capital appreciation bonds. The Measure Y Series 2009B-2 Bonds
consist of $31,000,000 aggregate principal amount of current interest bonds.

In such connection, we have reviewed the District Resolution, the County Resolution, the Tax
Certificate of the District, dated the date hereof, relating to the Measure Y Series 20098 Bonds (the “Tax
Certificate™), an opinion of counsel to the County, certificates of the District, the County and others, and
such other documents, opinions and matters to the extent we deemed necessary to render the opinions sct
forth herein.
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The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may
be affected by actions taken or omitted or events occurring after the date hercof. We have not undertaken
to determine, or to inform any person, whether any such actions are taken or omitted or events do occur or
any other matters come to our attention after the date hereof. Accordingly, this opinion s not intended to,
and may not, be rclied upon in connection with any such actions, events or matters. Our engagement with
respect to the Measure Y Series 2009B Bonds has concluded with their issuance, and we disclaim any
obligation to update this letter. We have assumed the genuinencss of all documents and signatures
presented to us (whether as originals or as copics) and the due and legal execution and delivery thereof
by, and validity against, any partics other than the District and the County. We have assumed, without
undertaking to verify, the accuracy of the factual matters represented, warranted or certified in the
documents referred to in the second paragraph hereof. Furthermore, we have assumed compliance with
all covenants and agreements contained in the District Resolution, the County Resolution and the Tax
Certificate, including (without limitation) covenants and agrcements compliance with which is necessary
to ensure that futurc actions, omissions or events will not cause interest on the Measure Y Series 2009B-1
Bonds to be included in gross income for federal income tax purposes. We call attention to the fact that
the rights and obligations under the Measure Y Series 2009B Bonds, the District Resolution, the County
Resolution and the Tax Certificate and their enforceability may be subject to bankruptcy, insolvency,
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting
creditors’ rights, to the application of equitable principles, to the exercise of judicial discretion in
appropriate cases and to the limitations on legal remedies against school districts or counties in the State
of California, We express no opinion with respect to any indemnification, contribution, penalty, choice of
law, choice of forum, choice of venue, waiver or sevcrability provisions contained in the documents
mentioned in the preceding sentence. We also express no opinion regarding the accreted value table or
calculation set forth or referred to in any of the Measure Y Series 2009B-1 Bonds. Finally, we undertake
no responsibility for the accuracy, completeness or fairness of the Official Statement, dated Qctober 15,
2009, relating to the Measure Y Series 2009B Bonds, or other offering materials relating to the Measure
Y Series 2009B Bonds, and express no opinion with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we arc of the
following opinions:

l. The Measure Y Series 2009B Bonds constitute valid and binding obligations of the
District,

2. The District Resolution has been duly and legally adopted and constitutes a valid and
binding obligation of the District.

3. The County Resolution has been duly and legally adopted and constitutes a valid and
binding obligation of the County.

4, The Board of Supervisors of the County has power and is obligated to levy ad valorem
taxes without limitation as to rate or amount upon all property within the District’s boundaries subject to
taxation by the District (except certain personal property which is taxable at limitcd rates) for the payment
of the Measure Y Series 2009B Bonds and the interest thereon.

5. Interest on the Measure Y Series 2009B-1 Bonds is excluded from gross income for
federal income tax purposes under Section 103 of the Internal Revenue Code of 1986. Interest on the
Measure Y Series 2009B-1 Bonds is not a specific preference item for purposes of the federal individual
or corporate alternative minimum taxes, nor is it included in adjusted current carnings in calculating
corporate alternative minimum taxable income. Interest on the Measure Y Series 2009B Bonds is exempt



from State of California personal income taxes. We express no opinion regarding any other tax
consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the
Measure Y Series 2009B Bonds.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP
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[Date of Delivery]

Torrance Unified School District
Torrance, California

Torrance Unified School District
General Obligation Bonds, Election of 2008 (Mcasure 7). Series 2009B-1
(Final Opinion)

Ladics and Gentlemen:

We have acted as bond counsel to the Torrance Unified School District (the “District”) in
connection with the issuance by the County of Los Angeles (the “County”), on behalf of the District,
which is located in the County, of $18,920,282 aggregate initial principal amount of bonds designated as
“Torrance Unified School District General Obligation Bonds, Election of 2008 (Measure Z), Scries
2009B-1" (the “Measure Z Serics 2009B-1 Bonds”), representing part of an issue in the aggregate
principal amount of $90,000,000, authorized at an election held in the District on November 4, 2008. The
Measure Z Series 2009B-1 Bonds are issued under and pursuant to a resolution of the Board of
Supervisors of the County adopted on September 29, 2009 (the “County Resolution™), at the request of
the District pursuant to a resolution of the Board of Education of the District adopted on September 8,
2009 (the “District Resolution™). The Measure Z Series 2009B-1 Bonds consist of $3,375,000 aggregate
principal amount of current intercst bonds and $15,545,282 aggregate initial principal amount of capital
appreciation bonds.

In such connection, we have reviewed the District Resolution, the County Resolution, the Tax
Certificate of the District, dated the date hereof, relating to the Mcasure Z Series 2009B-1 Bonds (the
“Tax Certificate™), an opinion of counsel to the County, certificates of the District, the County and others,

and such other documents, opinions and matters to the extent we deemed necessary to render the opinions
sct forth herein.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may
be affected by actions taken or omitted or events occurring after the date hercof. We have not undertaken
to determine, or to inform any person, whether any such actions are taken or omitted or events do occur or
any other matters come to our attention after the date hereof. Accordingly, this opinion is not intended to,
and may not, be relied upon in connection with any such actions, events or matters. Our engagement with
respect to the Measure Z Series 2009B-1 Bonds has concluded with their issuance, and we disclaim any
obligation to update this letter. We have assumed the genuineness of all documents and signatures
presented to us (whether as originals or as copies) and the due and legal exccution and delivery thereof
by, and validity against, any parties other than the District and the County. We have assumed, without
undertaking to verify, the accuracy of the factual matters represented, warranted or certified in the
documents referred to in the second paragraph hereof. Furthermore, we have assumed compliance with
all covenants and agreements contained in the District Resolution, the County Resolution and the Tax
Certificate, including (without limitation) covenants and agreements compliance with which is necessary
to ensure that future actions, omissions or events will not causc interest on the Measure Z Series 2009B-1
Bonds to be included in gross income for federal income tax purposes. We call attention to the fact that
the rights and obligations under the Measure Z Series 2009B-1 Bonds, the District Resolution, the County
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Resolution and the Tax Certificate and their enforceability may be subject to bankruptcy, insolvency,
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting
creditors’ rights, to the application of equitable principles, to the exercise of judicial discretion in
appropriate cascs and to the limitations on legal remedies against school districts or counties in the State
of California. We express no opinion with respect to any indemnification, contribution, penalty, choice of
law, choice of forum, choice of venue, waiver or scverability provisions contained in the documents
mentioned in the preceding sentence. We also express no opinion regarding the accreted value table or
calculation set forth or referred to in any of the Measure Z Series 2009B-1 Bonds. Finally, we undertake
no responsibility for the accuracy, completeness or fairness of the Official Statement, dated October 15,
2009, relating to the Mcasure Z Series 2009B-1 Bonds, or other offering materials relating to the Measure
Z Series 2009B-1 Bonds, and express no opinicn with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the
following opintons:

1. The Measure Z Series 2009B-1 Bonds constitute valid and binding obligations of the
District.

2. The District Resolution has been duly and legally adopted and constitutes a valid and
binding obligation of the District.

3. The County Resolution has been duly and legally adopted and constitutes a valid and
binding obligation of the County.

4, The Board of Supervisors of the County has power and is obligated to levy ad valorem
taxes without limitation as to rate or amount upon all property within the District’s boundarics subject to
taxation by the District (except certain personal property which is taxable at limited rates) for the payment
of the Measure Z Serics 2009B-1 Bonds and the interest thereon.

5. Interest on the Measure Z Series 2009B-1 Bonds is excluded from gross income for
federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and 1s exempt from
State of California personal income laxes. Interest on the Measurc Z Series 2009B-1 Bonds is not a
specific preference item for purposes of the federal individual or corporate alternative minimum taxes,
nor is it included in adjusted current earnings in calculating corporate alternative minimum taxable
income. We express no opinion regarding any other tax consequences related to the ownership or
disposition of, or the accrual or receipt of interest on, the Measure Z Scries 2009B-1 Bonds.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP
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APPENDIX D

FORMS OF CONTINUING DISCLOSURE CERTIFICATES

CONTINUING DISCLOSURE CERTIFICATE

THIS CONTINUING DISCLOSURE CERTIFICATE (this “Disclosure Certificate™) is
executed and delivered by the Torrance Unified School District (the “District”) in connection with the
issuance of $23,604,106 aggregate initial principal amount of Torrance Unified School District General
Obligation Bonds, Election of 2008 (Measure Y), Series 2009B-1 (the “Series 2009B-1 Bonds™), and
$31,000,000 aggregate principal amount of Torrance Unified School District General Obligation Bonds,
Election of 2008 (Measurc Y), Series 2009B-2 (Build America Bonds — Federally Taxable) (the “Series
2009B-2 Bonds™ and together with the Series 2009B-1 Bonds, the “Bonds™). The Bonds are being issued
pursuant to a resolution (the “County Resolution”) adopted by the Board of Supervisors of the County of
Los Angeles (the “County”) on September 29, 2009, at the request of the Board of Education of the
District by its resolution (the “District Resolution”) adopted on September 8, 2009. The District
covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
exccuted and delivered by the District for the benefit of the Holders and Beneficial Owners of the Bonds
and in order to assist the Participating Underwriters in complying with Securities and Exchange

Commission Rule 15¢2-12(b)(5).

Section 2. Definitions. In addition to the definitions set forth in the County Resolution, 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” shall mean 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 has or shares the power, directly or indirectly,
to make investment decisions concerning ownership of any Bonds (including persons holding Bonds
through nominees, depositorics or other intermediaries).

“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.

“Holder” shall mean the person in whose name any Bond shall be registered.
“Listed Events” shall mean any of the events listed in Section 5(a) hereof.

“MSRB” shall mean the Municipal Securities Rulemaking Board or any other entity designated
or authorized by the Securities and Exchange Commission to receive reports pursuant to the Rule. Until
otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB
are 1o be made through the Electronic Municipal Market Access (EMMA) website of the MSRB,
currently located at http://emma.msrb.org.

“Official Statement” shall mean the Official Statement, dated October 15, 2009 (including all
exhibits or appendices thereto), relating to the offer and sale of Bonds.
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“Participating Underwriter” shall mcan any of the original underwriters of the Bonds required to
comply with the Rule in connection with offering of the Bonds.

“Rule” shall mean Rule 15¢2-12(bX35) adopted by the Seccurities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

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 due
date shall be March | of each year, so long as the fiscal year ends on June 30), commencing with the
report for the 2008-2009 Fiscal Year (which is duc not later than March 1, 2010), provide to the MSRB
an Annual Report which is consistent with the requirements of Section 4 hereof. The Annual Report must
be submitted in electronic format, accompanied by such identifying information as is prescribed by the
MSRB, and may cross-reference other information as provided in Section 4 hercof;, provided, however,
that the audited financial statements of the District may be submitted separately from the balance of the
Annual Report and later than the date required above for the filing of the Annual Report if they are not
available by that date. If the District’s fiscal year changes, it shall give notice of such change in the same
manner as for a Listed Event under Section 5(c) hereof. The Annual Report shall be submitted on a
standard form in use by industry participants or other appropriate form and shall identify the Bonds by
name and CUSIP number.

(b) Not later than 15 Business Days prior to the date specified in subsection (a), the District
shall provide the Annual Report to the Dissemination Agent (if other than the District). If the District is
unablc to provide to the MSRB an Annual Report by the date required in subsection (a), the District shall
send a notice to the MSRB, in substantially the form attached as Exhibit A.

(©) The Dissemination Agent shall:

(i) (if the Disscmination Agent is other than the District), provide any
Annual Report received by it to the MSRB as provided herein; and

(1) (if the Dissemination Agent is other than the District), file a report with
the District certifying that the Annual Report has been provided to the MSRB pursuant to
this Disclosure Certificate, stating the date it was provided.

Section 4, Content of Annual Reports. The District’s Annual Report shall contain or include
by reference the following:

(a) Audited financial statements of the District for the preceding fiscal year, prepared in
accordance with the laws of the State of California and including all statements and information
prescribed for inclusion thercin by the Controller of the State of California. If the District’s audited
financial statcments are not available by the time the Annual Report is required to be provided to the
MSRB pursuant to Section 3(a) hercof, the Annual Report shall contain unaudited financial statements in
a format similar to the financial statements contained in the final Official Statement, and the audited
financial statements shall be provided to the MSRB in the same manner as the Annual Report when they
become available.

(b) To the extent not included in the audited financial statements of the District, the Annual
Report shall also include the foilowing:

(1) The adopted budget of the District for the then current fiscal year.



(i)  The District’s average daily attendance.
(iii)  The District’s outstanding debt.

(iv) Information regarding total assessed valuation of taxable properties
within the District, if and to the extent provided to the District by the County.

(v) Information regarding total secured tax charges and delinquencics on
taxable properties within the District, if and to the extent provided to the District by the
County.

(c) In addition to any of the information expressly required to be provided under
subsections (a) and (b), the District shall provide such further information, if any, as may be necessary to
make the specifically required statements, in light of the circumstances under which they are made, not
misleading.

Any or all of the items listed above may be set forth in one or a set of documents or 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 made available to the public on the MSRB’s website.
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, the
District shall promptly give, or cause to be given, notice of the occurrence of any of the following events
with respect to the Bonds, if material:

(i) principal and interest payment delinquencies;
(i) non-payment related defaults;

(ili)  unscheduled draws on the debt service reserves reflecting financial
difficulties;

(iv) unscheduled draws on the credit enhancements reflecting financial
difficulties;

v) substitution of the credit or liquidity providers or their failure to perform;

(vi) adverse tax opinions or events affecting the tax-exempt status of the
Series 2009B-1 Bonds;

(vii)  modifications to rights of Holders;
(viii)  optional, contingent or unscheduled bond calls;
(ix) defeasances;

(x) release, substitution or sale of property securing repayment of the Bonds;
and

(xi) rating changes.
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(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 sccurities
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 MSRRB in electronic format, accompanied by such identifying information as is
prescribed by the MSRB. Notwithstanding the foregoing, notice of Listed Events described in
paragraphs (viii) and (ix) of subsection (a) nced not be given under this subsection any carlier than the
notice (if any) of the underlying cvent is given to Holders of affected Bonds pursuant to the County
Resolution.

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 Bonds. If such termination occurs prior to the final maturity of the Bonds, the District shall give
notice of such termination in the same manner as for a Listed Event under Section 5(c) hereof.

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 Dissemination Agent, with or without appointing a successor Dissemination Agent.
The Dissemination Agent shail not be responsible in any manner for the content of any notice or report
prepared by the District pursuant to this Disclosure Certificate. The initial Dissemination Agent shall be
the District.

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

(a) if the amendment or waiver relates to the provisions of Section 3(a), Section 4, or
Section 5(a), it may only be made in connection with a change in circumstances that arises from a
change in legal requircments, change in law, or change in the identity, nature or status of an
obligated person with respect to the Bonds, or the type of business conducted,

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

(c) the proposed amendment or waiver either (i) is approved by the Holders in the
same manner as provided in the County Resolution for amendments to the County Resolution
with the consent of Holders, or (ii) does not, in the opinion of nationally recognized bond
counsel, materially impair the interests of the Holders or Beneficial Owners of the Bonds.

In the event of any amendment or waiver of a provision of this Disclosurc Certificate, the District
shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative
explanation of the rcason for the amendment or waiver and its impact on the type (or in the case of a
change of accounting principles, on the presentation) of financial information or operating data being
presented by the District. In addition, if the amendment relates to the accounting principles to be followed
in preparing financial statements, (i) notice of such change shall be given in the same manner as for a
Listcd Event under Section 5(c) hereof, and (ii) the Annual Report for the year in which the change is
made should present a comparison (in narrative form and aiso, if feasible, in quantitative form) between
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the financial statements as prepared on the basis of the new accounting principles and those prepared on
the basis of the former accounting principles.

Section 9. Additional Information. 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 Annual Report or 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 Annual Report or notice of occurrence of a Listed Event.

Section 10. DPefault. In the event of a failure of the District to comply with any provision of
this Disclosure Certificate, any Holder or Beneficial Owner of the Bonds may take such actions as may be
necessary and appropriate, including seeking mandate or specific performance by court order, to causc 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 County Resolution, 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.

Section 11. 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 (if the
Dissemination Agent is other than the District), the District agrees 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 attorneys 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 Bonds.

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
District, the Dissemination Agent, the Participating Underwriter and Holders and Beneficial Owners from
time to time of the Bonds, and shall create no rights in any other person or entity.

Dated: October 29, 2009

TORRANCE UNIFIED SCHOOL
DISTRICT

By:
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"EXHIBIT A
NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD

Name of Issuer: TORRANCE UNIFIED SCHOOL DISTRICT

Name of Issue; Torrance Unified School District General Obligation Bonds, Election of
2008 (Measure Y), Scries 2009B-1 and Torrance Unified School District
General Obligation Bonds, Election of 2008 (Measure Y), Series 2009B-2
(Build America Bonds — Federally Taxable)

Date of [ssuance: October 29, 2009

NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with respect to the

above-named Bonds as required by Section 4 of the Continuing Disclosure Certificate of the District,

dated October 29, 2009. [The District anticipates that the Annual Report will be filed by
y

Dated:

TORRANCE UNIFIED SCHOOL
DISTRICT



CONTINUING DISCLOSURE CERTIFICATE

THIS CONTINUING DISCLOSURE CERTIFICATE (this “Disclosure Certificate™} is
executed and delivered by the Torrance Unified School District (the “District”™) in connection with the
issuance of §18,920,282 aggregate initial principal amount of Torrance Unified School District General
Obligation Bonds, Election of 2008 {Mecasure Z), Series 2009B-1 (the “Bonds™). The Bonds arc being
issued pursuant to a resolution (the “County Resolution”) adopted by the Board of Supervisors of the
County of Los Angeles (the “County™) on September 29, 2009, at the request of the Board of Education
of the District by its resolution (the “District Resolution”) adopted on September 8, 2009. The District
covenants and agrees as follows:

Section 13. 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 Bonds
and in order to assist the Participating Underwriters in complying with Securities and Exchange
Commission Rule 15¢2-12(b)(5). '

Section 14. Definitions. In addition to the definitions sct forth in the County Resolution,
which apply to any capitalized term uscd in this Disclosure Certificate unless otherwise defined in this
Section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean 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 has or shares the power, directly or indirectly,
to make investment decisions concerning ownership of any Bonds (including persons holding Bonds
through nominees, depositories or other intermediaries).

“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.

“Holder” shall mean the person in whose name any Bond shall be registered.
“Listed Events” shall mean any of the events listed in Section 5(a) hereof.

“MSRB” shall mean the Municipal Securities Rulemaking Board or any other entity designated
or authorized by the Securities and Exchange Commission to receive reports pursuant to the Rule. Until
otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB
are to be made through the Electronic Municipal Market Access (EMMA) website of the MSRB,
currently located at http://emma.msrb.org.

“Official Statement™ shall mean the Official Statement, dated October 15, 2009 (including all
exhibits or appendices thereto), relating to the offer and sale of Bonds.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds rcquired to
comply with the Rule in connection with offering of the Bonds.

“Rule” shall mean Rule 15¢2-12(b){(5) adopted by the Securities and Exchange Commission
under the Sccuritics Exchange Act of 1934, as the same may be amended from time to time.

Section 15. Provision of Annual Reports. (a) The District shall, or shall cause the
Dissemination Agent to, not later than cight months after the end of the District’s fiscal year (which due
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date shall be March | of each year, so long as the fiscal ycar ends on June 30), commencing with the
report for the 2008-2009 Fiscal Year (which is due not later than March 1, 2010), provide to the MSRB
an Annual Report which is consistent with the requirements of Section 4 hereof. The Annual Report must
be submitted in electronic format, accompanied by such identifying information as is prescribed by the
MSRB, and may cross-reference other information as provided in Section 4 hereof, provided, however,
that the audited financial statements of the District may be submitted separately from the balance of the
Annual Report and later than the date required above for the filing of the Annual Report if they are not
available by that date. If the District’s fiscal ycar changes, it shall give notice of such change in the same
manner as for a Listed Event under Section 5(c) hereof. The Annual Report shall be submitted on a
standard form in use by industry participants or other appropriate form and shall identify the Bonds by
name and CUSIP number.

(b) Not later than 15 Busincss Days prior to the date specified in subsection (a), the District
shall provide the Annual Report to the Dissemination Agent (if other than the District). If the District is
unable to provide to the MSRB an Annual Report by the date required in subsection (a), the District shall
send a notice to the MSRB, in substantially the form attached as Exhibit A.

(©) The Dissemination Agent shall:

(i) (if the Disscmination Agent is other than the District), provide any
Annual Report received by it to the MSRB as provided herein; and

(i) (if the Dissemination Agent is othcr than the District), file a report with
the District certifying that the Annual Report has been provided to the MSRB pursuant to
this Disclosure Certificate, stating the date it was provided.

Section 16. Content of Annual Reports. The District’s Annual Report shall contain or include
by reference the following:

(a) Audited financial statements of the District for the preceding fiscal year, prepared in
accordance with the laws of the Statc of California and including all statements and information
prescribed for inclusion therein by the Controller of the State of California. If the District’s audited
financial statements are not available by the time the Annual Report is required to be provided to the
MSRB pursuant to Section 3(a) hereof, the Annual Report shall contain unaudited financial statements in
a format similar to the financial statemenis contained in the final Official Statement, and the audited
financial statements shall be provided to the MSRB in the same manner as the Annual Report when they
become available.

(b) To the extent not included in the audited financial statements of the District, the Annual
Report shall also include the following:

(i) The adopted budget of the District for the then current fiscal year.
(ii) The District’s average daily attendance.
(i1} The District’s outstanding debt.

(iv) Information regarding total assessed valuation of taxable propertics
within the District, if and to the extent provided to the District by the County.
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(v) Information regarding total secured tax charges and delinquencics on
taxable properties within the District, if and to the extent provided to the District by the
County.

(c) In addition to any of the information expressly required to be provided under
subscctions (a) and (b), the District shall provide such further information, if any, as may be necessary to
make the specifically required statements, in light of the circumstances under which they are made, not
misleading.

Any or all of the items listed above may be set forth in one or a set of documents or 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 made available to the public on the MSRB’s website.
The District shall ¢learly identify cach such other document so included by reference.

Section 17. Reporting of Significant Events. (a) Pursuant to the provisions of this Section,
the District shall promptly give, or cause to be given, notice of the occurrence of any of the following
events with respect to the Bonds, if material:

(i) principal and interest payment delinquencies;
(i1) non-payment rclated defaults;

(iii) unscheduled draws on the debt service reserves reflecting financial
difficulties;

(iv) unscheduled draws on the credit enhancements reflecting financial
difficulties;

) substitution of the credit or liquidity providers or their failure to perform,

(vi) adversc tax opinions or events affecting the tax-exempt status of the

Bonds;
(vil))  modifications to rights of Holders;
(viii)  optional, contingent or unscheduled bond calls;
(ix) defeasances;
(x) release, substitution or sale of property securing repayment of the Bonds;
and
(xi) rating changes.
(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 MSRB in clectronic format, accompanied by such identifying information as is
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prescribed by the MSRB. Notwithstanding the foregoing, notice of Listed Events described in
paragraphs (viii) and (ix) of subsection (a) necd not be given under this subsection any earlier than the
notice (if any) of the underlying event is given to Holders of affected Bonds pursuant to the County
Resolution.

Section 18. 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 Bonds. If such termination occurs prior to the final maturity of the Bonds, the District shall give
notice of such termination in the same manner as for a Listed Event under Section 5(c) hereof,

Section 19. 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 Dissemination Agent, with or without appointing a successor Dissemination Agent.
The Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the District pursuant to this Disclosure Certificate, The initial Dissemination Agent shall be
the District.

Section 20. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the District may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Section 3(a), Scction 4, or
Section 5(a), it may only be made in connection with a change in circumstances that arises from a
change in legal requirements, change in law, or change in the identity, nature or status of an
obligated person with respect to the Bonds, or the type of business conducted;

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

(c) the proposed amendment or waiver either (i) is approved by the Holders in the
samc manner as provided in the County Resolution for amendments to the County Resolution
with the consent of Holders, or (ii) does not, in the opinion of nationally recognized bond
counsel, materially impair the interests of the Holders or Beneficial Owners of the Bonds.

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the District
shall describc such amendment in the next Annual Report, and shall include, as applicable, a narrative
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a
change of accounting principles, on the presentation) of financial information or operating data being
presented by the District, In addition, if the amendment relates to the accounting principles to be followed
in preparing financial statements, (i) notice of such change shall be given in the same manner as for a
Listed Event under Section 5(c) hereof, and (ii) the Annual Report for the year in which the change is
made should present a comparison (in narrative form and also, if feasible, in quantitative form) between
the financial statements as prepared on the basis of the new accounting principles and those prepared on
the basis of the former accounting principles.

Section 21. 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
n 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
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Disclosure Certificate. If the District chooses to include any information in any Annual Report or notice
of occurrence of a Listed Event in addition to that which is 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 Annual Report or notice of occurrence of a Listed Event.

Section 22. Default. In the event of a failure of the District to comply with any provision of
this Disclosure Certificate, any Holder or Beneficial Owner of the Bonds may take such actions as may be
necessary and appropriate, including seeking mandate or specific performance by court order, to causc 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 County Resolution, and the sole remedy
under this Disclosure Certificate in the event of any failure of the District to comply with this Disclosure
Certificate shail be an action to compel performance.

Section 23. Duties, Immunities and Liabilitics of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and (if the
Disscmination Agent is other than the District), the District agrees 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 attorneys fees) of defending against any claim of
liability, but excluding liabilities duc 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 Bonds.

Section 24. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
District, the Dissemination Agent, the Participating Underwriter and Holders and Beneficial Owners from
time to time of the Bonds, and shall create no rights in any other person or entity.

Dated: Qctober 29, 2009
TORRANCE UNIFIED SCHOOL
DISTRICT

By:
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EXHIBIT A

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD
OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: TORRANCE UNIFIED SCHOQL DISTRICT

Name of Issue: Torrance Unified School District General Obligation Bonds, Election of
2008 (Measure Z), Series 2009B-1

Date of Issuance: October 29, 2009
NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with respect to the

above-named Bonds as required by Section 4 of the Continuing Disclosure Certificate of the District,
dated October 29, 2009. [The District anticipates that the Annual Report will be filed by

Dated:

TORRANCE UNIFIED SCHOOL
DISTRICT



APPENDIX E

SUMMARY OF COUNTY OF LOS ANGELES
POOLED SURPLUS INVESTMENTS

The Treasurer and Tax Collector (the “Treasurer”) of Los Angeles County has the delegated
authority to invest funds on deposit in the County Treasury (the “Treasury Pool”). As of August 31, 2009,
investments in the Treasury Pool were held for local agencies including school districts, community
college districts, special districts and discretionary depositors such as cities and independent districts in
the following amounts:

Invested Funds

Local Agency {in billions)
County of Los Angeles and Special Districts § 7.020
Schools and Community Colleges 10.390
Independent Public Agencies 2.244
Total £ 19.654

Of these entities, the involuntary participants accounted for approximately 88.58%, and all
discretionary participants accounted for 11.42% of the total treasury pool.

Decisions on the investment of funds in the Treasury Pool are made by the County Investment
Officer in accordance with established policy, with certain transactions requiring the Trecasurer’s prior
approval. In Los Angeles County, investment decisions are governed by Chapter 4 {(commencing with
Section 53600) of Part 1 of Division 2 of Title 5 of the California Government Code, which governs legal
investments by local agencies in the State of California, and by a more restrictive Investment Policy
developed by the Treasurer and adopted by the Los Angeles County Board of Supervisors on an annual
basis. The Investment Policy adopted on March 31, 2009, reaffirmed the following criteria and order of
priority for selecting investments:

1. Safety of Principal
2. Liquidity
3. Return on Investment

The Treasurer prepares a monthiy Report of Investments (the “Invesiment Report™) summarizing
the status of the Treasury Pool, including the current market value of all investments. This report is
submitted monthly to the Board of Supervisors. According to the Investment Report dated September 25,
2009, the August 31, 2009 book value of the Treasury Pool was approximately $19.654 billion and the
corresponding market value was approximately $19.766 billion,

An internal controls system for monitoring cash accounting and investment practices is in place.
The Treasurer’s Compliance Auditor, who operales independently from the Investment Officer,
reconciles cash and investments to fund balances daily. The Compliance Auditor’s staff also review each
investment trade for accuracy and compliance with the Board adopted Investment Policy. The County
Auditor-Controller’s Office performs similar cash and investment reconciliation on a quarterly basis and
regularly reviews investment transactions for conformance with the approved policies. Additionally, the
County’s outside independent auditor annually accounts for all investments.

The following table identifics the types of securities held by the Pool as of August 31, 2009.
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Type of Investment % of Pool

U.S. Government and Agency Obligations 46.28
Certificates of Deposit 16.41
Commercial Paper 32.76
Bankers Acceplances 0.00
Municipal Obligations 0.20
Corporate Notes & Deposit Notes 433
Asset Backed Instruments 0.00
Repurchase Agrecments 0.00
Other 0.02

The Treasury Pool is highly liquid. As of August 3[, 2009 approximately 49.17% of the
investments mature within 60 days, with an average of 530.66 days to maturity for the entire portfolio.
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COUNTY INVESTMENT POLICY



COUNTY OF LOS ANGELES
TREASURER AND TAX COLLECTOR

500 WEST TEMPLE STREET
437 KENNETH HAHN HALL OF ADMINISTRATION

MARK J. SALADINO LOS ANGELES, CALIFORNIA 90012
TREASURER AND TAX GOLLECTOR TELEPHONE
(213) 974—21Q1
March 31, 2009 A DO PTE D TELECOPIER
BOARD OF SUPERVISORS 2~ 626-1812
The Honorable Board of Supervisors COUNTY OF LOS ANGELES
County of Los Angeles
383 Kenneth Hahn Hall of Administration #25 MAR 31 2009

500 West Temple Street

N

Los Angeles, CA 90012 . ‘

os Angele 9 % j [;
SACH! A. HAMAI

Dear Supervisors: EXECUTIVE OFFICER

DEPARTMENT OF TREASURER AND TAX COLLECTOR
DELEGATION OF AUTHORITY TO INVEST AND
ANNUAL ADOPTION OF THE TREASURER AND TAX COLLECTOR
INVESTMENT POLICY
(ALL DISTRICTS) (3-VOTES)

IT IS RECOMMENDED THAT YOUR BOARD:

1. Delegate the authority to invest and reinvest County funds and funds of other
depositors in the County Treasury, to the Treasurer.

2. Adopt the attached Treasurer and Tax Collector Investment Policy (Investment
Policy).

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

The requested actions are required by the California Government Code (Government
Code) to permit the Treasurer to invest County funds and funds of other depositors in the
County Treasury pursuant to the Investment Policy. Government Code Section 53646
permits your Board to approve annually the Investment Policy.

We have revised the Investment Policy approved by your Board on March 11, 2008 as
follows:

On November 12, 2008, your Board approved the Treasurer’'s recommendation to disband
the Treasury Oversight Committee due to its limited functions and the removal of any
statutory requirement to have such a committee. Therefore, we have removed references
to the Treasury Oversight Committee.

We have made some minor revisions to reflect changes to governing statutes or
regulations.



The Honorable Board of Supervisors
March 31, 2009
Page 2

IMPLEMENTATION OF STRATEGIC PLAN GOALS

This Investment Policy is in accordance with the Countywide Strategic Plan Goal #4: Fiscal
Responsibility in investing County funds and funds of other depositors in the County
Treasury.

FISCAL IMPACT/FINANCIN

There is no fiscal impact from this action.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

Government Code Section 27000.1 provides that your Board may annually delegate the
authority to invest and reinvest funds of the County and funds of other depositors in the
County Treasury to the Treasurer.

Government Code Section 53646 permits the Treasurer to render annually to your Board a
statement of Investment Policy, to be reviewed and approved at a public meeting. This
Code Section also requires that any change in the Investment Policy also be submitted to
your Board for review and approval at a public hearing.

IMPACT ON CURRENT SERVICES

There is no impact on current services.

CONCLUSION

Upon approval, please return the adopted, stamped Board Letter to my office for further
processing.

Respectfully submitted,

MARK J. SALADINO
Treasurer and Tax Collector

MJS:JK:tf

Attachments

c: Chief Executive Officer
County Counsel
Auditor-Controller



COUNTY OF LOS ANGELES
TREASURER AND TAX COLLECTOR
INVESTMENT POLICY

Authority to Invest

Pursuant to Government Code Section 27000.1 and Los Angeles County Code 2.52.025, the
Los Angeles County Board of Supervisors has delegated to the Treasurer the authority to invest
and reinvest the funds of the County and the funds of the depositors in the County Treasury.

Fundamental Investment Policy

The Treasurer, a trustee, is inherently a fiduciary and subject to the prudent investor standard.
Accordingly, when investing, reinvesting, purchasing, acquiring, exchanging, selling, and
managing investments, the investment decisions SHALL be made with the care, skill, prudence,
and diigence under the circumstances then prevailing, that a prudent person acting in a like
capacity and famitiarity would use with like aims.

All investments SHALL be governed by the Government Code and comply with the specific
limitations set forth within this Investment Policy. Periodically, it may be necessary and prudent to
make investment decisions beyond the limitations set forth in the Investment Policy that are
otherwise permissible by California Government Code. in these special circumstances, ONLY the
Treasurer is permitted to give written approval to operate outside the limitations set forth within
this Investment Policy.

Pooled Surplus Investment Portfolio

The Treasurer SHALL establish and maintain a Pooled Surplus Investment (PS!) portfolio. The
PS! portfolio SHALL be used to provide safe, liquid investment opportunities for pooled sumlus
funds deposited into the County Treasury.

The investment policies of the PS! portfolio SHALL be directed by and based on three prioritized
objectives. The primary objective SHALL be to ensure the safety of principal. The secondary
objective SHALL be to meet the liquidity needs of the PSI participants, which might be reasonably
anticipated. The third objective SHALL be to achieve a return on funds invested, without undue
compromise of the first two objectives.

PSI revenue/loss distribution SHALL be shared on a pro-rata basis with the PSI participants. PSI
revenuefloss distribution will be performed monthly, net of administrative costs authorized by
Government Code Section 27013 which includes employee salaries and benefits and services
and supplies, for investing, depositing or handling funds, and the distribution of interest income,
based on the PSI| participants’ average daily fund balance as recorded on the Auditor-Controller's
accounting records. Administrative costs SHALL be deducted from the monthly PSI revenue/loss
distribution on the basis of one-twelfth of the budgeted costs and adjusted to actual costs.

Investments purchased with the intent to be held to maturity SHALL be accounted for in the
Non-Trading partition of the PSI portfolio. Investments purchased with the intent to be sold prior
to maturity SHALL be accounted for in the Trading partition of the PSI portfolio. The investments



County of Los Angeles
Treasurer and Tax Collector
Investment Policy

Page 2

in the Trading partition SHALL NOT exceed $150 million without specific written approval of the
Treasurer.

In the event that a decision is made to transfer a given security from one partition to another, it
MAY be transferred at cost, however, the difference between the market value, exclusive of
interest, at the time of transfer and the purchase price, exclusive of interest, SHALL be computed
and disclosed as unrealized profit or loss.

All PSI investments SHALL be categorized according to the period of time from settlement date to
maturity date as follows:

- SHORT-TERM investments are for periods of up to ONE YEAR.

- INTERMEDIATE-TERM investments are for periods of ONE YEAR to
THREE YEARS.

- MEDIUM-TERM investments are for periods of over THREE YEARS to
FIVE YEARS.

- LONG-TERM investments are for periods of over FIVE YEARS.

PSi investments SHALL be limited to the short-term category except that the investment Office of
the Treasurer's Office MAY make PSI investments in accordance with the fimitations imposed in
Attachments |, 1i, and |l (all of which are attached hereto and incorporated by this reference.)

The weighted average maturity target of the PSIi portfolio is 1.5 years. For purposes of maturity
classification, the maturity date shall be the nominal maturity date or the unconditional put option
date, if one exists.

The total PS| portfolic investments with maturities in excess of one year SHALL NOT exceed 75%
of the last three years' average minimum total cash and investments, after adjustments, as
indicated in Aftachment |1.

Liquidity of PS] Investments

Short-term liquidity SHALL further be maintained and adjusted monthly so that sufficient
anticipated cash is available to fully meet unanticipated withdrawals of discretionary deposits,
adjusted for longer-term commitments, within ninety days.

Such liquidity SHALL be monitored where, at the beginning of each month, the par value for
maturities in the next ninety days plus projected PSI deposits for ninety days, divided by the
projected PSi withdrawals for ninety days plus discretionary PSI deposits is equal to or greater
than one.
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The liquidation of investments is not required solely because the discretionary liquidity withdrawal
ratio is less than one; however, investments SHALL be limited to a maximum maturity of thirty
days until such time as the discretionary hquidity withdrawal ratio is equal to or greater than one.

The sale of any PSI instrument purchased in accordance with established policies is not required
solely because an institution's credit rating is lowered after the purchase of the instrument.

Specific Purpose Investment Portfolio

The Treasurer SHALL maintain a Specific Purpose Investment (SPI) portfolio to manage specific
investment objectives of the SPI participants. Specific investments may be made with the
approval of the requesting entity's governing body and the approval of the Treasurer.
Revenuefloss distribution of the SPI portfolio SHALL be credited to the specific entity for which the
investment was made. The Treasurer reserves the right to establish and charge the requesting
entity fees for maintaining the entity's SPI portfolio.

Investments SHALL be limited to the short-term category, as defined above in the previous
section for PS! investments, except when requested by a depositing entity and with the approval
of the Treasurer, a lenger term investment MAY be specifically made and held in the SPI portfolio.

The sale of any SP! instrument purchased in accordance with established policies is not required
solely because an institution's credit rating is lowered after the purchase of the instrument.

Execution, Delivery, and Monitoring of iInvestments

The Treasurer SHALL designate, in writing, personnel authorized to execute investment
transactions.

All transactions SHALL be executed on a delivery versus payment basis.

The Treasurer or financial advisor, consultant or manager acting on behalf of the Treasurer, in
purchasing or obtaining any securities in a negotiable, bearer, registered, or nonregistered format,
requires delivery of the securities to the Treasurer or designated custodial institution, by book
entry, physical delivery, or by third party custodial agreement.

All investment transactions made by the Investment Office SHALL be reviewed by the Internal
Controls Office to assure compliance with this Investment Policy.

Reporting Requirements

The Treasurer SHALL provide the Board of Supervisors with a monthly report consisting of, but
not limited to, the following:

= All investments detailing each by type, issuer, date of maturity, par value, historical cost,
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market value and the source of the market valuation.
=  Month-end bank balances for accounts under the control of the Treasurer.

= A description of funds, investments, or programs that are under the management of
contracted parties, including lending programs for the Treasurer.

» A description of all investment exceptions, if any, to the Investment Policy.

« A statement denoting the ability of the PSI portfolio to meet the anticipated cash
requirements for the participants for the next six months.

In accordance with Government Code Section 53646(1), the Treasurer SHALL provide the
Treasurer's Investment Policy to the California Debt and Investment Advisory Commission no
later than 60 days after the second quarter of each calendar year and subsequent amendments
thereto no later than 60 days after the approval of any such amendments.

Discretionary Treasury Deposits and Withdrawal of Funds

At the sole direction of the Treasurer, PSI| deposits may be accepted from local agencies not
required to deposit their funds with the Los Angeles County Treasurer, pursuant to Government
Code Section 53684.

At the time such deposits are made, the Treasurer may require the depositing entity to provide
annual cash flow projections or an anticipated withdrawal schedule for deposits in excess
of $1 million, Such projections may be adjusted periodically as prescribed by the Treasurer but in
no event less than semi-annually.

In accordance with Government Code Section 27136, all requests for withdrawal of such funds,
for the purpose of investing or depositing these funds elsewhere SHALL be evaluated, prior to
approving or disapproving the request, to ensure that the proposed withdrawal will not adversely
affect the principal deposits of the other PS! participants.

If it is determined that the proposed withdrawal will negatively impact the principal deposits of the
other PSI participants, the Treasurer may delay such withdrawals until the impact can be
mitigated.

Broker/Dealer Section

Broker/Dealer SHALL be limited to primary government dealers as designated by the Federal
Reserve Bank or institutions meeting one of the following:

A, Broker/Dealer with minimum capitalization of $500 million and who meets all five
of the below listed criteria;
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1. Be licensed by the State as a Broker/Dealer, as defined in Section 25004 of
the Corporations Code or a member of a Federally regulated securities
exchange and,

Be a member of the National Association of securities Dealers and:;

Be registered with the Securities and Exchange Commission and;

Have been in operation for more than five years; and

Have a minimum annual trading volume of $100 billion in money market
instruments or $500 biltion in U.S. Treasuries and Agencies.

OhwnN

B. Emerging firms with office(s) in California licensed by the State as a
Broker/Dealer, as defined in Section 25004 of the Corporations Code or a
member of a Federally regulated exchange with a minimum capitalization of
$200,000 to a maximum capitalization of $5 million and have met the quality
criteria of the Treasurer.

Commercial Paper and Negotiable Certificates of Deposit may be purchased directly from
issuers approved by the Treasurer.

An approved Treasurer Broker/Dealer list SHALL be maintained. Firms SHALL be removed
from the approved Broker/Dealer list and trading suspended with firms failing to accurately and
timely provide the following information:

A Confirmation of daily trade transactions and all open trades in effect at
month-end.

B. Responses to auditor requests for confirmation of investment transactions.

C. Responses to the Internal Controls Office requests for needed information.

Honoraria, Gifts, and Gratuities Limitations

The Treasurer, Chief Deputy Treasurer and Tax Collector and designated Treasurer and Tax
Collector employees SHALL be governed by the provision of the State's Political Reform Act, the
Los Angeles County Code relating to Lobbyists, and the Los Angeles County Code relating to
postgovernment employment of County officials.

Investment Limitations

The Investment Office SHALL NOT invest in inverse floating rate notes, range notes, or interest
only strips that are derived from a pool of mortgages.

The Investment Office SHALL NQOT invest in any security that could result in zero interest if held to
maturity.
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For investment transactions in the PSI portfolio, the investment Office SHALL obtain approval of

the Treasurer before recognizing any loss exceeding $100,000 per transaction, calculated using
amortized cost.

Proceeds from the sale of notes or funds set aside for the repayment of notes SHALL NOT be
invested for a term that exceeds the term of the notes.

Permitted Investments

Permitted Investments SHALL be limited to the following:

A. Obligations of the United States Government, its agencies and instrumentalities.

1.

2.

3.

4.

Maximum maturity: None.
Maximum total par value: None.
Maximum par value per issuer. None.

Federal agencies: Additional limits in Section G apply if investments are
Floating Rate Instruments.

B. Municipal Obligations from the approved list of municipalities (Attachment Ili)

1.

2.

Maximum maturity: As limited in Attachment ll.

Maximum total par value: 10% of the PSI portfolio.

C. Asset-Backed Securities

1.

2.

Maximum maturity: Five years.
Maximum total par value: 20% of the PSI portfolio.

Maximum par value per issuer: Per limits outlined in Attachment | for issuer's
current credit rating.

All Asset-Backed securities must be rated at least AA and the issuer's corporate
debt rating must be at least A.
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D. Bankers’ Acceptance Domestic and Foreign

1.

Maximum maturity: 180 days and limits outlined in Attachment | for issuer's current
credit rating.

Maximum total par value: 40% of the PS! portfolio.

Maximum par value per issuer. Per limits outlined in Attachment | for the issuer's
current credit rating.

The aggregate total of Bankers' Acceptances and Negotiable Certificates of
Deposits SHALL NOT exceed:

a) The total shareholders’ equity of depository bank.

b) The total net worth of depository bank,

E. Negotiable Certificates of Deposit (CD)

1.

Maximum maturity: Three years and limits outlined in Attachment | for issuer's
current credit rating.

Maximum total par value: Aggregate total of Domestic and Euro CD's are limited
to 30% of the PSI portfolio.

Maximum par value per issuer: Per limits outlined in Attachment | for the issuer's
current credit rating.

Must be issued by:

a) National or State-chartered bank, or

b) State-licensed branch of a foreign bank.
Euro CD's:

a) Maximum maturity: One year and limits outlined in Attachment | for issuer's
current credit rating.

b} Maximum total par value: 10% of the PSi portfolio.

¢) Maximum par value per issuer: Per limits outlined in Attachment | for issuer's
current credit rating.
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d)} Limited to London branch of National or State-chartered banks.

The aggregate total of Bankers Acceptances and Negotiable Certificates of
Deposits SHALL NOT exceed:

a) The total shareholders' equity of depository bank.

b) The total net worth of the depository bank.

F. Corporate and Depository Notes

1.

5.

Maximum maturity: Three years and limits outlined in Attachment | for the issuer's
current credit rating.

Maximum total par value: 30% of the PSI portfolio.

Maximum par value per issuer: Per limits outlined in Attachment | for the issuer's
current credit rating.

Notes MUST be issued by:
a) Corporations organized and operating within the United States.

b) Depository institutions licensed by the United States or any State and
operating within the United States. '

Additional limits in Section G apply if note is a Floating Rate Note Instrument.

G. Floating Rate Notes

Floating Rate Notes included in this category are defined as any instrument that has a
coupon or interest rate that is adjusted periodically due to changes in a base or
benchmark rate.

1.

Maximum maturity. Seven years, provided that Board of Supervisors' authorization
to exceed maturities in excess of five years is in effect, of which a maximum of
$100 million par value may be greater than five years to maturity.

Maximum total par value: 10% of the PSi portfolio.

Maximum par value per issuer, Per limits outlined in Attachment | for the issuer's
current credit rating.

Benchmarks SHALL be limited to commercially available 1J.S. Dollar denominated
indexes.
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5. The Investment Office SHALL obtain the prospectus or the issuer term sheet prior

to purchase for all Floating Rate Notes and SHALL include the following on the
trade ticket:

a) Specific basis for the benchmark rate.
b) Specific computation for the benchmark rate.
¢) Specific reset period.

d) Notation of any put or call provisions.

H. Commercial Paper

1.

Maximum maturity: 270 days and limits outlined in Attachment 1 for the issuer's
current credit rating.

Maximum total par value; 40% of the PSI portfolio.

Maximum par value per issuer: The lesser of 10% of the PSI portfolio or the limits
outlined in Attachment | for the issuer's current credit rating.

Credit; Issuing Corporation - Commercial paper of “prime” quality of the highest
ranking or of the highest letter and number rating as provided for by a nationally
recognized statistical-rating organization (NRSRQ). The entity that issues the
commercial paper shall meet all of the following conditions in either paragraph (a)
or paragraph (b):
(@) The entity meets the following criteria:

1) s organized and aperating in the United States as a general corporation.

2) Has total assets in excess of $500MM.

3) Has debt other than commercial paper, if any, that is rated “A” or higher by
NRSRO.

(b) The entity meets the following criteria:

1) Is organized in the United States as a Limited Liability Company or Special
Purpose Corporation.

2) Has program-wide credit enhancements including, but not limited to,
over collateralization, letters of credit, or surety bond.
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3) Has commercial paper that is rated “A-1"or higher, or the equivalent, by
a NRSRO.

. Shares of Beneficial Interest

1.

Money Market Fund (MMF) - Shares of beneficial interest issued by diversified
management companies known as money market mutual funds, registered with
the Securities and Exchange Commission in accordance with Section 270.2a-7
of Title 17 of the Code of Federal Regulation. The company SHALL have met
either of the following criteria:

a) Attained the highest possible rating by not less than two NRSRO.

b) Retained an investment adviser registered or exempt from registration with
the Securities and Exchange Commission with not less than five years
experience investing in the securities and obligations authorized in
Government Code Section 53601 and with assets under management in
excess of five hundred million dollars {$500,000,000).

Maximum total par value: 15% of the PSI portfolio. However, no more than 10%
of the PSI may be invested in any one fund.

State of California's Local Agency Investment Fund (LAIF) pursuant to
Government Code Section 16429.1.

Trust Investments — Shares of beneficial interest issued by a joint powers
authority organized pursuant to Section 6509.7 that invests in securities and
obligations authorized in Section 53601 (a) to {0) of the Government Code. To be
eligible, the joint powers authority issuing the shares shall have retained an
investment adviser that meets all of the following criteria:

a) The adviser is registered or exempt from registration with the Securities and
Exchange Commission.

b) The adviser has not less than five years of experience investing in the
securities and obligations authorized in Section 53601 (a) to (0) of the
Government Code.

¢} The adviser has assets under management in excess of five hundred million
dollars ($500,000,000).

J. Repurchase Agreement

1.

Maximum maturity; 30 days.
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Maximum total par vatue: $1.0 billion.
Maximum par value per dealer: $500 million.

Agreements must be in accordance with approved written master repurchase
agreement.

Agreements must be fully secured by obligations of the United States Government,
its agencies and instrumentalities. The market value of these obligations that
underiay a repurchase agreement shall be valued at 102% or greater of the funds
borrowed against those securities and the value shall be adjusted no less than
monthly. 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% no
later than the next business day. If a repurchase agreement matures the next
business day after purchase, the repurchase agreement is not out of compliance
with this collateralization requirement if the value of the coliateral falls below the
102% requirement at the close of business on settlement date.

Reverse Repurchase Agreement

1.

2.

Maximum term: One year.

Maximum total par value: $500 million.

Maximum par value per broker: $250 million.

Dealers limited to those primary dealers or those nationally or State chartered
banks that have a significant banking relationship with the County as defined in

Government Code Section 53601(i}(4)(B} approved specifically by the Treasurer.

Agreements SHALL only be made for the purpose of enhancing investment
revenue.

Agreements must be in accordance with approved written master repurchase
agreement.

Securities eligible to be sold with a simultaneous agreement to repurchase SHALL
be limited to obligations of the United States Government and its agencies and
instrumentalities.

The security to be sold on reverse repurchase agreement SHALL have been
owned and fully paid for by the Treasurer for a minimum of 30 days prior to sale.
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9. The proceeds of the reverse repurchase agreement SHALL be invested in
authorized instruments with a maturity less than 92 days unless the agreement
includes a codicil guaranteeing a minimum earning or spread to maturity.

10. The proceeds of the reverse repurchase agreement SHALL be invested in
instruments with maturities occurring at or before the maturity of the reverse
repurchase agreement.

11. In no instance SHALL the investment from the proceeds of a reverse repurchase
agreement be sold as part of a subsequent reverse repurchase agreement.

Forwards, Futures and Options

Forward contracts are customized contracts traded in the Over The Counter Market
where the holder of the contract is OBLIGATED to buy or sell a specific amount of an
underlying asset at a specific price on a specific future date.

Future contracts are standardized contracts traded on recognized exchanges where
the holder of the contract is OBLIGATED to buy or sell a specific amount of an
underlying asset at a specific price on a specific future date.

Option contracts are those traded in either the Over The Counter Market or recognized
exchanges where the purchaser has the RIGHT but not the obligation to buy or sell a
specific amount of an underlying asset at a specific price within a specific time period.

1. Maximum maturity: 90 days.

2. Maximum aggregate par value: $100 million.

~ 3. Maximum par vaiue per counterparty: $50 million. Counterparties for Forward and

Option Contracts limited to those on the approved Treasurer and Tax Collector list
and must be rated A or better from at least one nationally recognized rating
agency.

4. The underlying securittes SHALL be an obligation of the United States
Government and its agencies and instrumentalities.

5. Premiums paid to an option seller SHALL be recognized as an option loss at the
time the premium is paid and SHALL not exceed $100,000 for each occurrence or
exceed a total of $250,000 in any one quarter. Premiums received from an option
purchase SHALL be recognized as an option gain at the time the premium is
received.

6. Complex or hybrid forwards, futures or options defined as agreements combining
two or more categories are prohibited unless specific written approval of the
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Treasurer is obtained PRIOR to entering into the agreement.

7. Open forward, future, and option contracts SHALL be marked to market weekly
and a report SHALL be prepared by the Internal Controis Office.

8. In conjunction with the sale of bonds, the Treasurer MAY authorize exceptions to
maturity and par value limits for forwards, futures and options.

M. Interest Rate Swaps

Interest Rate Swaps SHALL be used only in conjunction with the sale of bonds
approved by the Board of Supervisors. In accordance with Government Code Section
53534, these agreements SHALL be made only if all bonds are rated in one of the
three highest rating categories by two nationally recognized rating agencies and only
upon receipt, from any rating agency rating the bonds, of written evidence that the
agreement will not adversely affect the rating.

Further, the counterparty to such an agreement SHALL be rated A or better from at
least one nationally recognized rating agency selected by the Treasurer, or the
counterparty SHALL provide an imrevocable letter of credit from an institution rated A or
better from at least one nationally recognized rating agency acceptable to the
Treasurer.

Securities Lending Agreement

Securities lending agreements are agreements under which the Treasurer agrees to
transfer securities to a borrower who, in tum agrees to provide collateral to the
Treasurer. During the term of the agreement, both the securities and the collateral are
heid by a third party. At the conclusion of the agreement, the securities are transferred
back to the Treasurer in return for the collateral.

1.  Maximum term: 180 days.

2. Maximum par value: Maximum par value is limited to a combined total of reverse
repurchase agreements and loaned securities of 20% of the base value of the
portfolio.

3. Dealers limited to those primary dealers or those nationally or State chartered
banks that have a significant banking refationship with the County as defined in
Government Code Section 53601(i)(4)(B) approved specifically by the Treasurer.

4. Agreements SHALL only be made for the purpose of enhancing investment
revenue.

5. Securities eligible to be sold with a simultaneous agreement to repurchase SHALL
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be limited to obligations of the United States Government and its agencies and
instrumentalities.

6. The security to be sold on reverse repurchase agreement SHALL have been
owned and fully paid for by the Treasurer for a minimum of 30 days prior to sale.

7. The proceeds of the reverse repurchase agreement SHALL be invested in
authorized instruments with a maturity less than 92 days unless the agreement
includes a codicil guaranteeing a minimum earning or spread to maturity.

8. In no instance SHALL the investment from the proceeds of a reverse repurchase
agreement be sold as part of a subsequent reverse repurchase agreement.

0. Investment of Bond Proceeds

Funds from bond proceeds may be invested in accordance with Govermnment Code
Section 53601(m), which permits investment according to the statutory provisions
governing the issuance of those bonds, or in lieu of any statutory provisions to the
contrary, in accordance with the approved financing documents for the issuance.
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MINIMUM CREDIT RATING
DOMESTIC ISSUERS

Bankers' Certificates | Corporate Notes, Asset Limit Commercial Paper Limit
Acceptance | of Deposit Backed Securities
(ASB) and Floating
Rate Notes (FRN)
Maximum Maximum | Corporate: 3 years Maximum maturity
maturity maturity ASB: 5 years 270 days
180 days 3 years FRN: 5 years (1)
Moody's Moody’s S&P Moody's S&P Moody's
P-1/Aaa P-1/Aaa A-1/AAA P-1/Aaa $500MM maximum, of A-1/AAA | P-1/Aaa $750MM maximum, of which
which $300MM may be over $450MM may be over 180
180 days. days.
P-1/Aa P-1/Aa A-1/AA P-1/Aa $375MM maximum, of A-UAA P-1/Aa $575MM maximum, of which
which $175MM may be over $250MM may be over 180
180 days. days.
P-11A P-1A A-1/A P-1/A $250MM maximum, of A-1/A P-1/A $375MM maximum, of which
which $125MM may be over $175MM may be over 90 days
90 days to a maximum of to a maximum of 180 days.
180 days.

(1) Seven years, if Board of Supervisors’ authorization to exceed maturities in excess of five years is in effect, of which a maximum of $100 milion par
value may be greater than five years to maturity.
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MINIMUM CREDIT RATING
FOREIGN ISSUERS

Bankers’ Commercial Certificates of Corporate Notes, Asset Limit
Acceptance Paper Deposit Backed Securities (ASB)
and Floating Rate Notes
(FRN)
Maximum maturity | Maximum maturity | Maximum maturity | Corporate: 3 years
180 days 270 days 3 years ASB: 5 years
FRN: § years (1)
IBCA | Moody’s S&P Moody's | IBCA | Moody's S&P Moody’s
2-A P-1/Aaa | A-1/AAA | P-1/Aaa | 2-A P-t/Aaa [ A-1/AAA | P-1/Aaa $425MM maximum, of which $175MM may be

over 180 days

2-A/B 2-A/B $375MM maximum, of which $175MM may be
over 180 days

2-B P-1/Aa A-1/AA | P-1/Aa | 2-B P-1/Aa | A-1/AA P-1/Aa $300MM maximum, of which $150MM may be
over 180 days

| 2-B/C 2-BIC $175MM maximum, of which $75MM may be
over 180 days '

P-1/A A-1/A P-1/A P-1/A A-1/A P-1/A $175MM maximum, of which $75MM may be
over 90 days to a maximum of 180 days

(1) Seven years, if Board of Supervisors’ authorization to exceed maturities in excess of five years is in effect, of which a maximum of $100 million
par value may be greater than five years to maturity.
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INTERMEDIATE-TERM, MEDIUM-TERM AND LONG-TERM HOLDINGS

'LIMITATION CALCULATION FOR

{Actual $)
2008 2007 2006
Minimum  invested balance and $18,170,362,473 $17,468,093,816 $15,304,590,837
available cash
Less,
*» Los Angeles County TRANS (500,000,000} (500,000,000} {500,000,000)

{required to be Short-Term)

s Discretionary deposits

(2,310,142,058)

(1,693,222,739)

(1,396,930,533)

Minimum available balance $15,360,220,415 $15,274,871,077 $13,407 660,404
Average minimum available balance $14,680,917,299
Multipiied by the percent available for investment over one year 75%

Equals the available balance for investment over one year

$11,010,687,974

intermediate-Tem (from one to three years) $3,670,229,325
* One-third of the available balance for investment
Medium-Term and Long-Term (greater than three years) $7,340,458,649

» Two-thirds of available balance for investment (1)

{1) Any unused portion of the Medium-Term and Long-Term available balance may be used for Intermediate-Tenm investments.
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1.

APPROVED LIST OF MUNICIPAL OBLIGATIONS

Any obligation issued or caused to be issued by the County of Los Angeles on its
behalf or on behalf of other Los Angeles County affiliates. If on behalf of other
Los Angeles County affiliates, the affiliate must have a minimum rating of A3
(Moody's) or A- (Standard and Poor’s or Fitch). The maximum maturity is limited to 30

years.

Any short-term obligation issued by the State of California or a California local agency
with a Moody’s rating of MIG-1 or A. Maximum maturity limited to five years.



APPENDIX G
BOOK-ENTRY ONLY SYSTEM

The information in this appendix has been provided by DTC for use in securities offering
documents, and the District takes no responsibility for the accuracy or completeness thereof. The District
cannot and does not give any assurances that DTC, DTC Participants or Indirect Participants will
distribute the Beneficial Owners either (a} payments of interest, principal or premium, if any, with respect
to the Bonds or (b} certificates representing ownership inferest in or other confirmation of ownership
interest in the Bonds, or that they will so do on a timely basis or that DTC, DTC Direct Participants or
DTC Indirect Participants will act in the manner described in this Official Statement.

1. The Depository Trust Company (“DTC”), New York, New York, will act as securities
depository for the Bonds (the “Sccurities”). The Securities 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 Sccurity certificate will be issued
for cach maturity of the Securities, in the aggregate principal amount of such issue, and will be deposited
with DTC. If, however, the aggregate principal amount of any issue exceeds $500 million, one certificate
will be issued with respect to each $500 million of principal amount, and an additional certificate will be
issued with respect to any remaining principal amount of such issuc.

2. DTC, the world’s largest securitics depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the meaning of the New
York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides assct
servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt
issues, and money market instruments (from over 100 countrics) that DTC’s participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants
of sales and other securities transactions in deposited securities, through electronic computerized book-
entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical
movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a
wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the
holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated
subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its
Participants are on file with the Securitics and Exchange Commission. More information about DTC can
be found at www.dtce.com and www.dtc.org.

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

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

5. Conveyance of notices and other communications by DTC to Direct Participants, by
Dircct Participants to Indirect Participants, and by Direct Participants and Indircct 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. Bencficial Owners of Securitics may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the
Securities, such as redemptions, tenders, defaults, and proposed amendments to the Security documents.
For example, Beneficial Owners of Sccuritics may wish to ascertain that the nominee holding the
Securities 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.

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

7. Neither DTC nor Cede & Co. {nor any other DTC nominee) will consent or vote with
respect to the Securities unless authorized by a Direct Participant in accordance with DTC's MMI
Procedures. Under its usual procedures, DTC mails an Omnibus 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 the Securities are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

&, Redemption proceeds, distributions, and dividend payments on the Securities will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding
detail information from the District or Agent, on payable date in accordance with their respective holdings
shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in
bearer form or registered in “street name,” and will be the responsibility of such Participant and not of
DTC, Agent or the District, subject to any statutory or regulatory requirements as may be in effect from
time 1o time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of
the District or Agent, 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 Dircet
and Indirect Participants.



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

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

I1. The information in this section concerning DTC 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.
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APPENDIX H

TABLES OF ACCRETED VALUES



Torrance Unified School District
Los Angeles County, California
2008 GO Bonds, Series 2009B Measure Y B-1
Table of Accreted Values

Settlement
Maturity Date
Maturity Amount
Accretion Rate
Original $Price
Original Principal

10/29/2009
8/1/2022
$5,400,000
11.785%
23.209%
$1,253,286.00

Period Total Accreied Value  Accreted
Ending Accreted Vaiue per $5,000 Price
10/29/2009  $1,253,286.00 $1,160.45 23.209
21112010 1,290,503.43 1,194.91 23.898
8/1/2010 1,366,546.92 1,265.32 25.306
21172011 1,447,071.30 1,339.88 26.798
8/1/2011 1,632,340.62 1,418.83 28.377
21112012 1,622,634.47 1,502.44 30.049
8/1/2012 1,718,248.93 1,590.97 31.819
2172013 1,819,497 .51 1,684.72 33.694
8/1/2013 1,826,712.21 1,783.99 35.680
21112014 2,040,244 .58 1.889.12 37.782
8/1/2014 2,160,466.90 2,000.43 40.009
2/1/2015  2,287.773.37 2,118.31 42.366
8/1/2015 2,422 581.44 2,243.43 44.863
21112016 2,565,333.13 2,375.31 47 .506
8/1/2016 2,716,496.52 2,515.27 50.305
21112017 2.876,567.28 2,663.49 53.270
8/1/2017 3,046,070.29 2.820.44 56.409
2/1/2018 3,225,561.34 2,986.63 59.733
8/1/2018 3,415,628.97 3,162.62 63.252
2/1/12019 3,616,896.43 3,348.98 66.980
8/1/2019 3,830,023.66 3,546.32 70.926
2112020 4,055,709.50 3,755.29 75.106
8/1/2020 4,294,693.99 3,976.57 79.531
21112021 4,547,760.74 4,210.89 84.218
8/1/2021 4,815,739.56 4,458.02 89.180
21172022 5,099,509.16 472177 94.435
8/1/2022 5,400,000.00 5,000.00 100.000
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Torrance Unified School District
Los Angeles County, California
2008 GO Bonds, Series 2009B Measure Y B-1
Table of Accreted Values -

Settlement
Maturity Date
Maturity Amount
Accretion Rate
Original $Price
Original Principal

10/29/2009
8/1/2023
$9,000,000
11.785%
20.698%
$1,862,820.00

Period Total Accreted Value  Accreted
Ending Accreted Value per $5,000 Price
10/29/2008  $1,862,820.00 $1,034.90 20.698
2/1/2010 1,918,137.85 1,065.63 21.313
8/1/2010 2,031,164.51 1,128.42 22 .568
2/1/2011 2,150,851.30 1,194.92 23.898
8/1/2011 2,277.590.65 1,265.33 25.307
212012 2,411,798.14 1,339.89 26.798
8/1/2012 2,553,813.83 1,418.84 28.377
211712013 2,704,403.72 1,502.45 30.049
8/1/12013 2,863,761.26 1,590.98 31.820
2/1/2014 3,032,508.98 1,684.73 33.695
B8/1/2014 3,211,200.18 1,784.00 35.880
2/112015 3,400,420.81 1,889.12 37.782
8/1/2015 3,600,791.30 2,000.44 40.009
21112016 3,812,968.65 2,118.32 42 366
8/1/2016 4,037 648.61 2,243.14. 44.863
21172017 4,275,567.87 2,375.32 47 506
8/1/2017 4,527,506.58 2,515.28 50.306
2/1/2018 4,794,290.82 2.663.493 53.270
8/1/2018 5,076,795.38 2,820.44 56.409
2/1/2019 5,375,946.58 2,986.64 59.733
8/1/2019 5,692,725.33 3,162.63 63.253
21112020 6,028,170.32 3,348.98 66.980
8/1/2020 6,383,381.49 3,546.32 70.926
21112021 6,759,523.54 3,755.29 75.106
8/1/2021 7,157,829.84 3,976.57 79.531
2/1/2022 7,579,606.41 4,210.89 84.218
B/1/2022 8,026,236.26 4,459.02 89,180
2/1/2023 8,499,183.86 4,721.77 94.435
8/1/2023 4,000,000.00 5,000.00 100.000
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Torrance Unified School District
Los Angeles County, California
2008 GO Bonds, Series 2009B Measure Y B-1
Table of Accreted Values

Settlement
Maturity Date
Maturity Amount
Accretion Rate
Original $Price
Qriginal Principal

10/29/2009
8/1/2026
$10,000,000
11.785%
14.680%
$1,468,000.00

Period Total Accreted Value  Accreted
Ending Accreted Value per $5,000 Price
10/29/2009  $1,468,000.00 $734.00 14,680
2112010 1,5611,593.04 755.80 15.116
8/1/2010 1,600,666.08 800.33 16.007
21112011 1,694 986 89 847.49 16.950
81172011 1,794,865.65 897.43 17.949
21112012 1,900,629.86 950.31 19.006
8/1/2012 2,012,626.33 1,006.31 20.126
2/1/2013 2,131,222.30 1,065.61 21.312
8/1/2013 2,256,806.65 1,128.40 22.568
21712014 2,389,791.19 1,194,980 23.898
81172014 2,530,611.96 1,265.31 25.306
21172015 2,679,730.74 1,339.87 26.797
8112015 2,837,636.49 1,418.82 28.376
2/1/2016 3,004,846.99 1,502.42 30.048
8172016 3,181,910.53 1,590.96 31.819
21112017 3,369,407.72 1,684.70 33.694
8/172017 3,567,953.35 1,783.98 35.680
2112018 3,778,198.49 1,889.10 37.782
8/1/2018 4,000,832.52 2,000.42 40.008
2/1/2019 4,236,585.48 2,118.29 42.366
8/1/2019 4,486,230.41 2,243.12 44 862
21112020 4,750,585.91 2,375.29 47.506
8/1/2020 5,030,518.82 2,515.26 50.305
20112021 5,326,947.05 2,663.47 53.269
8112021 5,640,842 61 2,82042 56.408
21112022 5,973,234.76 2,986.62 59.732
8/1/2022 6,325,213.45 3,162.61 63.252
2{1/2023 6,697,932.82 3,348.97 66.979
8/1/2023 7,092,615.05 3,546.31 70.926
21112024 7,510,554.31 3,755.28 75.106
8/1/2024 7,953,121.05 3,976.56 79.531
2172025 8,421,766.47 4,210.88 84218
87172025 8,918,027.28 4,459.01 89.180
21112026 9,443,530.74 4,721.77 94.435
8/1/2026  10,000,000.00 5,000.00 100.000
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Torrance Unified School District
Los Angeles County, California
2008 GO Bonds, Series 20098 Measure Z B-1
Table of Accreted Values

Settlement
Maturity Date
Maturity Amount
Accrelion Rate
Qriginal $Price
Criginal Principal

10/29/2009
8/1/2019
$1,800,000
5.600%
58.344%
$1,050,192.00

Period Total Accreted Value  Accreted
Ending Accreted Value per $5,000 Price
10/29/2008  $1,050,182.00 $2.817.20 58.344
21112010 1,065,120.26 2,958.67 59.173
8/1/2010 1,094,944 25 3,041.51 60.830
21112011 1,125,603.33 3,126.68 62.534
8/1/2011 1,157,120.88 3.214.22 64.284
212012 1,189,520.93 3.304.22 66.084
81172012 1,222,828.21 3,396.75 67.935
2112013 1,257,068.12 3,491.86 69.837
8/1/2013 1,292,266.76 3,589.63 71.793
2{1/2014 1,328,450.98 3,690.14 73.803
8/1/2014 1,365,648.38 3,793.47 75.869
21112015 1,403,887.33 3,899.69 77.994
8/1/2015 1,443,197.00 4,008.88 80.178
2{112016 1,483,607.36 4,121.13 82423
8/1/2016 1,525,149.23 4,236.53 84.731
21172017 1,567,854.29 4.355.15 87.103
8/1/2017 1,611,755.13 447710 89.542
212018 1,656,885.21 4,602.46 92.049
8/1/2018 1,703,278.97 4,731.33 94,627
2/1/12019 1,750,971.77 4,863.81 97.276
8/1/12019 1,800,000.00 5,000.00 100.000
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Torrance Unified School District
Los Angeles County, California
2008 GO Bonds, Series 20098 Measure Z B-1
Table of Accreted Values

Settlement 10/29/2009

Maturity Date 8/1/2020

Maturity Amount $3,000,000

Accretion Rate 9.828%

Original $Price 35.632%

Original Principal $1,068,960.00

Period Total Accreted Value  Accreted
Ending Accreted Value per $5,000 Price

10/29/2009  $1,068,960.00 $1,781.60 35.832
2112010 1,095,493.69 1,825.82 36.516
8/1/2010 1,149,327.38 1,915.55 38.311
2/1/2011 1,205,806.52 2,009.68 40.194
8/1/2011 1,265,061.11 2,108.44 42159
211/2012 1,327,227 .52 2,212.05 44.241
8i1/2012 1,392,448.86 2,320.75 46.415
2112013 1,460,875.24 2,434.79 48.696
8/1/2013 1,632,664.17 2,554.44 51.089
2/112014 1,607,980.88 2,679.97 53.599
8/1/2014 1,686,998.73 2.811.66 56.233
21112015 1,769,899.59 2,940.83 58.997
8/1/2015 1.856,874.30 3,094.79 61.896
21142016 1,948,123.03 3,246.87 64.937
8/1/2016 2,043,855.81 3,406.43 68.129
21112017 2,144,293.01 3,573.82 71.476
8/1/2017 2,249,665.79 3,749.44 74.989
2/1/2018 2,360,216.70 3,933.69 78.674
8/1/2018 2,476,200.20 4127.00 82.540
21172019 2,597,883.25 4,329.81 86.596
8/1/2019 2,725,545.93 4,542.58 90.852
2/1/2020 2,859,482.08 4,765.80 95.316
8/1/2020 3,000,000.00 5,000.00 100.000
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Torrance Unified School District
Los Angeles County, California
2008 GO Bonds, Series 20098 Measure Z B-1
Table of Accreted Values

Settlement
Maturity Date
Maturity Amount
Accretion Rate
Original $Price
Original Principal

10/29/2009
8/1/2034
$67,000,000
6.600%
20.039%
$13,426,130.00

Period Total Accreted Value Accreted
Ending Accreted Value pet $5,000 Price
10/29/2009  $13,426,130.00 $1.001.95 20.039
21112010 13.650,787.09 1,018.72 20.374
8/1/2010 14,101,263.96 1,052.33 21.047
212011 14,566,606.60 1,087.06 21.741
8/1/2011 15,047,305.58 1,122.93 22.459
2172012 15,543,867.65 1,159.89 23.200
8/1/2012 16,056,816.31 1,198.27 23.965
21112013 16,586,692.30 1,.237.81 24.756
8/1/2013 17,134,054.24 1.278.66 25573
211/2014 17,699,479.16 1,320.86 26.417
8/1/2014 18,283,563.13 1,364.45 27.289
21112015 18,886,921.92 1,409.47 28.189
8/1/2015 19,510,191.58 1,455.98 29.120
2/11/2016 20,154,029.19 1.504.03 30.081
8/1/2016 20,819,113.48 1,553.67 31.073
21112017 21,506,145.59 1,604.94 32.099
8/1/2017 22.215,849.81 1,657.20 33.158
2/112018 22,948,974.32 1,712.61 34.252
8/1/2018 23,706,291.98 1,765.13 35.383
21172019 24,488,601.17 1,827.51 36.550
8/1/2019 25,296,726.62 1,887.82 37.756
2/1/2020 26,131,520.27 1,850.11 39.002
8/1/2020 26,993,862.15 2,014.47 40.289
2/172021 27,884,661.38 2,080.94 41.619
8/1/2021 28,804,857.04 2,149.62 42992
2/1/2022 29,755,419.22 2,220.55 44.411
8/1/2022 30,737,350.01 2,293.83 45.877
21172023 31,751,684.58 2,369.53 47.391
8/1/2023 32,799,492 .26 2,447.72 48.954
211/2024 33.881,877.66 2.528.50 50.570
8/1/2024 34,999,981 .85 2,611.94 652.239
21172025 36,154,983.56 2,698.13 53.963
8/1/2025 37,348,100.39 2,787.17 55.743
21172026 38,580,590.16 2,879.15 57.583
8/1/2026 39,853,752.18 2,974.16 59.483
2142027 41,168,928.62 3.072.31 61.446
8112027 42,527,505.97 3,173.69 683.474
2/1/2028 43,930,916.47 3,278.43 65.569
8/1/2028 45,380,639.60 3,386.61 67.732
2/1/2029 46,878,203.69 3,498.37 69.967
8/1/2029 48,425,187 .50 3,613.82 72.276
2/1/2030 50,023,221.87 3,733.08 74.662
8/1/2030 51,673,991.48 3,856.27 77.125
21172031 53,379,236.60 3,983.53 79.671
8/1/2031 55,140,754.92 4,114.98 82.300
21112032 56,960,403.46 4,250.78 85.016
8/1/12032 58,840,100.52 4,391.05 87.821
2/1/2033 60,781,827.71 4,535.96 90.719
8/1/2033 62,787,632.02 4,685.64 93.713
2112034 64,859,628.01 4,840.27 96.805
8/1/2034 €7,000,000.00 5,000.00 100.000
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