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This Official Statement does not constitute an offering of any security other than the original offering 
ct the Refunding 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 representations 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 Refunding Bonds are exemrx from registration under the Securities Act of 1933, as amended, 
pursuant to Section 3(a)2 thereof. This Official Statement does net constitute an offerto sell or a solicitation of 
an ctferto buy Refunding Bonds in any state in which such offer or solicitation is net authorized or in which the 
person making such offer or solicitation is not qualifiedtodoso, ortoany person to whom it is unlawful to make 
such ctfer or solicitation. 

The i nfonnati on set forth herein ether than that furnished by the District, although obtained from sources 
which are believed to be reliable, is net guaranteed as to accuracy or completeness, and is not to be construed as 
a representation by the District. The inf onnati on and expressions of opinions herein are subject to change without 
notice and neither delivery of this Official Statement nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the District since the date 
herect. This Official Statement is submitted in connection with the sale of the Refunding Bonds referred to 
herein and may not be reproduced or used, in whole or in part, for any other purpose. 

The Underwriters have pravided the follCM1ing sentence for inclusion in this Official Statement: The 
U nderwriters have revi e.ved the information in this Official Statement in accordance with, and as a part ct, their 
responsibilities to investors under the federal securities laws as applied to the facts and circumstances ct this 
transaction, but the U nderwriters do net guarantee the accuracy or completeness of such inf onnati on. 

Certain statements included or incorporated by reference in this Official Statement constitute "forward
looki ng statements." Such statements are generally identifiable by the terminology used, such as "plan," 
"expect," "estimate," "budget'' or other similar words. The achievement of certain results or other expectations 
contained in such f orwarcH ooki ng statements involve knCM1n and unknCM1n risks, uncertainties and ether factors 
which may cause actual results, performance or achievements described to be materially different from any 
future results, performance or achievements expressed or implied by such forward-loolking statements. The 
District does not plan to issue any updates or revisions to those forward-looking statements if or when their 
expectati ans, or events, conditions or ci rcurnstances on which such statements are based, occur. 

The District maintains a website. HCM1ever, the infonnation presented there is net part of this Official 
Statement and should net be relied upon in making an investment decision with respect to the Refunding Bonds. 

In connection with this offering, the Underwriters may averallot or effect transactions which 
stabilize or maintain the market prices of the Refunding Bands at levels abave those that might otherwise 
prevail in the open market. Such stabilizing, if commenced, may be discontinued at any time. The 
Underwriters may offer and sell the Refunding Bonds to certain securities dealers and dealer banks and 
banks acting as agent at prices ICM1er than the public offering prices stated on the inside front caver page 
herect and said public offering prices may be changed from time to ti me by the Underwriters. 



$80,564,666.30 
NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 

(ORANGE COUNTY, CALIFORNIA) 
GENERAL OBLI CATI ON REFUNDING BONDS, SERI ES 2017 

INTRODUCTION 

This introduction is not a sumrary of this Official Statement. It is only a brief description of and 
guide to, and is qualified Or, nnre corrplete and detailed inforrration contained in the entire Official 
Statement, including the cOJer i:age and appendices hereto, and the documents sumrari :zed or described 
herein. A ful I re.1i ew should be rrade of the entire Official Statement. The offering of the Refunding Bonds 
to potential investors is rrade only 0y means of the entire Official Statement. 

General 

This Official Statement, which includes the cOJer i:age and appendices hereto, is provided to 
furnish information in connection with the sale of $80,564,666.30 aggregate initial princii:al arrount of 
Newport-Mesa Unified School District (Orange County, California) General Obligation Refunding Bonds, 
Series 2017 (the "Refunding Bonds"), consisting of $17,580,000 aggregate principal arrount of current 
interest bonds (the "Current Interest Bonds") and $62,984,666.30 aggregate initial princii:al arrount of 
capital appreciation bonds (the "Capital Appreciation Bonds"), all as indicated on the inside front cOJer 
hereof, to be offered b,t the Newport-Mesa Unified School District (the" District''). 

This Official Statement speaks only as of its date, and the inforrration contained herein is sul::iject 
to change. The District has no obligation to update the inforrration in this Official Statement, except as 
required b,t the Continuing Disclosure Certificate to be executed 0y the District. See "OTHER LEGAL 
MATTE RS - Continuing Di sci osure." 

The purpose of this Official Statement is to suppiy information to prospective buyers of the 
Refunding Bands. Quotati ans from and sumrrari es and expl anati ans of the Refunding Bands, the resolution 
of the Board of Education of the District pro.!iding for the issuance of the Refunding Bonds, and the 
consti tuti anal provi si ans, statutes and other documents described herei n, do not purport to be comp! ete, and 
reference is hereb{ rrade to said documents, consti tuti anal provi si ans and statutes for the comp! ete 
pro.!i si ons thereof. 

Any statements in this Official Statement involving matters of opinion, whether or not expressly 
so stated, are intended as such and not as representations of fact. This Official Statement is not to be 
construed as a contract or agreement between the District and the purchasers or cwners of any of the 
Refunding Bonds. 

Copies of documents referred to herein and information concerning the Refunding Bonds are 
avai I able from the District 0y contacting: Newport-Mesa U ni fi ed School District, 2985 Bear Street, Costa 
Mesa, California 92626, Attention: Chief Financial Officer. The District may impose a charge for CCJP{ing, 
handl i ng and mai Ii ng such requested documents. 

The District 

The District began operations in 1966. The District serves the cities of Newport Beach and Costa 
Mesa and aqjacent unincorporated areas of the western portion of the County of Orange, California (the 
"County"), and encompasses an area of approxirrately 59 square miles. The District currently operates 



several preschools, 22 elementary schools, two intermediate schools, two middle;high schools, two high 
schools, and three alternative education centers. Total fi seal year 2016-17 enrol I ment is approximately 
21, 585 students. 

The District is go.1erned 0y a seven--rrerrber Board of Education (the" Board of Education"), each 
merrber of which is elected to a four-year term Elections for positions to the Board of Education are held 
every two years, alternating between three and four available positions. The management and policies of 
the District are administered 0y a Superintendent appointed 0y the Board of Education who is responsible 
for day to day District operations as well as the supervisiai of the District's other key personnel. Dr. 
Frederick Navarro is the District Superintendent and has served in this position since August 2012. 

For additional information about the District, see APPENDIX A - "INFORMATION RELATING 
TO THE DISTRICT'S OPERATIONS AND BUDGET" and APPENDIX B - "FINANCIAL 
STATEMENTS OF THE DISTRICT FOR THE FISCAL YEAR ENDED JUNE 30, 2016." 

THE REFUNDING BONDS 

Authority for Issuance; Plan of Finance 

The Refunding Bonds are issued 0y the District pursuanttothe Constitution and laws of the State, 
including Articles 9 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the GOJernment Code and 
other applicable prOJisions of law, and pursuant to a resolution adopted 0y the Board of Education of the 
District onJ uly 5, 2017, pro.!iding for the issuance of the Refunding Bonds (the" Resolution"). Proceeds 
from the Refunding Bonds will be used (i) to refund, on an ad.lance basis, a portion of the outstanding 
Ne.vport-Mesa Unified School District General Obligation Bonds, Election of 2005, Series 2011 (the 
"Series 2011 Bonds"), (ii) to refund, on an ad.lance basis, all of the outstanding Ne.vport-Mesa Unified 
School District General Obligation Refunding Bonds, Election of 2000, Series 2012 (the "Series 2012 
Bonds"), and (iii) to pay costs of issuance of the Refunding Bonds. See "-Plan of Finance" and 
"-Estimated Sources and Uses of Funds" below. 

Form and Registration 

The Refunding Bonds will be issued in fully registered form only, without coupons, in 
denominations of $5,000 principal amount or maturity value, as applicable, or integral multiples thereof. 
The Refunding Bonds will initially be registered in the name of Cede & Co., as noninee of The Depository 
Trust Company ("DTC"), Ne.v York, Ne.v York. DTC will act as securities depository of the Refunding 
Bonds. Purchases of Refunding Bonds under the DTC book-€ntry system must be made 0y or through a 
DTC participant, and cwnership interests in Refunding Bonds will be recorded as entries on the books of 
said participants. Except in the event that use of this book-€ntry system is discontinued forthe Refunding 
Bonds, beneficial cwners ("Beneficial owners") will not receive physical certificates representing their 
ownership interests. See APPENDIX H - "BOOK-ENTRY ONLY SYSTEM." 

Payment of Principal and Interest 

The Refunding Bonds will be issued as Current Interest Bonds and Capital Appreciation Bonds, all 
as set forth on the inside front cOJer page hereof. 

Interest; Current Interest Bonds. The Refunding Bonds issued as Current Interest Bonds will be 
dated as of their date of delivery, and bear interest atthe rates set forth on the inside front cOJer page of this 
Official Statement, payable on February 1 and August 1 of each year (each, an "Interest Date"), 
commencing on February 1, 2018, computed on the basis of a 360-day year consisting of twelve 30-day 
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rronths. Each Current Interest Bond shall bear interest from the Interest Date next preceding the date of 
authentication thereof, unless it is authenticated after the close of business on the 15th day of the calendar 
rronth i mrnedi ately preceding an I nterest Date ( the " Record Date'') and on or prior to the succeeding I nterest 
Date, in which event it shall bear interest from such Interest Date, or unless it is authenticated on or before 
the Record Date preceding the first Interest Date, in which event it shall bear interest from its dated date; 
prOJided, hcwever, that if, at the time of authentication of any Current Interest Bond, interest is in default 
on any outstanding Current I nterest Bands, such Current I nterest Bond shal I bear interest from the I nterest 
Date to which interest has previously been paid or made available for payment on the outstanding Current 
I nterest Bands. 

Interest; Capital Appreciation Bonds. The Refunding 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 current, 
periodic basis; instead, each Capital A ppreci ati on Bond wi 11 accrete in value dai ly OJ er the term to its 
maturity (on the basis of a 360-day year of twelve 3o-day rronths), from its initial principal amount on the 
date of issuance thereof to its stated maturity value at maturity thereof ("Maturity Value"), as stated on the 
inside front cOJer page of this Official Statement, on the basis of a constant interest rate compounded 
semiannually on each Interest Date (with strai ght--1 i ne interpolations between Interest Dates), commencing 
on February 1, 2018. 

Accreted Values. The rate of interest at which a Capital Appreciation Bond's Maturity Value is 
discounted to its initial principal amount is kncwn as the "Accretion Rate," and is stated on the inside front 
cOJer hereof. For any Capital Appreciation Bond, the value of principal plus accrued interest on any given 
Interest Date prior to maturity may be calculated b,t discounting the Maturity Value of the Capital 
A ppreci ati on Bond from its maturity date to that I nterest Date at a discount rate equal to the Accretion Rate, 
assuming a year of 360 days comprising twelve 3o-day months. The imputed value on any other date may 
be calculated on the basis of a strai ght--1 i ne interpolation between the values calculated for the I nterest Dates 
immediately precedi ng and fol I cwi ng the date i n question. 

The Underwriters have prepared the Table of Accreted Values shewn in Appendix I hereto with 
respect to the Capital Appreciation Bonds, in order to prOJide the value per $5,000 of Maturity Value for 
each Capital Appreciation Bond on each Interest Date prior to maturity. 

Payment of Refunding Bonds. The principal or maturity value of the Refunding Bonds is payable 
in I awful rroney of the U ni ted States of America upon the surrenderthereof atthe pri nci pal corporate trust 
office of The Bank of Ne.v York Mellon Trust Company, N.A., as paying agent (the "Paying Agent") at 
the maturity thereof or upon rederrption prior to maturity. 

Interest ai the Current Interest Bonds is payable in lawful rroney of the United States of America 
b,t check mailed on each 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 cwner thereof (the "owner") at such owner's address as 
it appears on the bond registration books kept b,t 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 b,t wire transfer 
of immediately available funds to any owner of at least $1,000,000 of outstanding Current Interest Bonds 
who shal I have requested i n wri ti ng such method of payment of i nterest prior to the close of business on a 
Record Date. So long as the Refunding Bonds are held b,t Cede & Co., as noninee of DTC, payment shall 
be made by wire transfer. See APPENDIX H - "BOOK-ENTRY ONLY SYSTEM." 

Redemption 

Optional Redemption of Refunding Bonds. The Refunding Bonds issued as Current Interest Bonds 
maturing on or before August 1, 2027, are not sul::ijecttooptional redemption prior to their respective stated 
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rrnturity dates. The Refunding Bonds issued as Current Interest Bonds n-aturing on August 1, 2028, are 
sul::iject to redemption prior to their respective stated rrnturity 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, 2027, at a rederrption price 
equal to the principc1.I amount of the Current Interest Bonds called for rederrption, together with interest 
accrued thereon to the date of redemption, without preni um 

The Refunding Bonds issued as Capital Appreciation Bonds are sul::ijectto redemption priortotheir 
respective stated rrnturity dates, atthe option of the District, from any source of available funds, as a whole 
or in part on any date on or after August 1, 2027, at a redemption price equal to the principc1.I amount of the 
Capital A ppreci ati on Bands cal I ed for redemption pl us accreted i nterest thereon to the date of rederrpti on, 
without preni um. 

Selection of Refunding Bonds for Redemption. If less than all of the Refunding Bonds are called 
for redemption, such Refunding Bonds shall be redeemed in inverse order of n-aturities or as otherwise 
directed 0y the District. Whenever less than all of the outstanding Refunding Bonds of any one rrnturity 
are designated for rederrption, the Paying Agent shall select the outstanding Refunding Bonds of such 
rrnturity to be redeemed 0y lot. For purposes of such selection, each Refunding Bond shall be deemed to 
consist of individual Refunding Bonds of denoninations of $5,000 principal amount or n-aturity value, as 
applicable, each, which may be separately redeemed. 

Notice of Redemption. Notice of redemption of any Refunding Bond will be given 0y the Paying 
Agent not less than 30 nor more than 60 days prior to the redemption date (i) 0y first class n-ail 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 Continuing Di sci osure Certificate with respect to the 
Refunding Bonds. See APPENDIX E - "FORM OF CONTINUING DISCLOSURE CERTIFICATE." 

Each noticeofredemptionwill containthefollcwinginforrrntion: (i) the date of such notice; (ii) the 
name of the Refunding Bonds and the date of issue of the Refunding Bonds; (iii) the redemption date; (iv) 
the redemption price; (v) the dates of rrnturity or rrnturities of Refunding Bonds tobe redeemed; (vi) if less 
than all of the Refunding Bonds of any rrnturity are to be redeemed, the distinctive numbers of the 
Refunding Bonds of each n-aturity to be redeemed; (vii) in the case of Refunding Bonds redeemed in part 
only, the respective portions of the principal amount of the Refunding Bonds of each n-aturity to be 
redeemed; (viii) the CUSIP number, if any, of each n-aturity of Refunding Bonds to be redeemed; (ix) a 
statement that such Refunding Bands must be surrendered 0y the owners at the pri nci pc1.I corporate trust 
office of the Paying Agent or at such other place or places designated 0y the Paying Agent, or at such other 
place or places designated 0y the Paying Agent; (x) notice that further interest on such Refunding Bonds 
will not accrue afterthe designated redemption date; and (xi) in the case of a conditional notice, that such 
notice is con di ti oned upon certai n ci rcumstances and the n-anner of resci ndi ng such condi ti anal notice. 
Neither the failure to receive the notice of redemption, nor any defect in such notice shall affect the 
sufficiency of the proceedi ngs for the redemption of the Refunding Bands cal I ed for rederrpti on or the 
cessation of interest on the date fixed for rederrption. 

Effect of Notice of Redemption. When notice of rederrption has been given substantially as 
described abo.ie and when the redemption price of the Refunding Bonds called for rederrption is set aside, 
the Refunding Bonds designated for rederrption shall become due and pc1.yable on the specified redemption 
date and i nterest shal I cease to accrue thereon as of the redemption date, and upon presentation and 
surrender of such Refunding Bonds at the place specified in the notice of rederrption, such Refunding 
Bands shal I be redeemed and paid at the redemption price thereof out of the money prOJi ded therefor. The 
OWners of such Refunding Bands so cal I ed for rederrpti on after such rederrpti on date shal I I oak for the 
payment of such Refunding Bands and the redemption premium thereon, if any, only to moneys on deposit 
for the purpose in the interest and sinking fund of the District within the County treasury (the" Interest and 
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Sinking Fund') or the trust fund established for such purpose. All Refunding Bonds redeerred shall be 
cancelled fortfwith 0y the Paying Agent and shall not be reissued. 

Rightto Rescind Notice. The District rray rescind any optional redemption and notice thereof for 
any reason on any date prior to the date fixed for rederrption 0y causing written notice of the rescission to 
be given to the cwners of the Refunding Bonds so called for redemption. Any optional rederrption and 
notice thereof shal I be rescinded if for any reason on the date fixed for redemption moneys are not avai I able 
in the Interest and Sinking Fund of the District or otherwise held in trust for such purpose in an amount 
sufficient to l'.0-Y in ful I on said date the principal of, interest, and any preni um due on the Refunding Bands 
called for redemption. Notice of rescission of rederrption shall be given in the sarre rranner in which notice 
of redemption was originally given. The actual receipt 0y the cwner of any Refunding Bond 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 shal I not affect the validity of the rescission. 

Defeasance of Refunding Bonds 

The District rray l'.0-Y and discharge any or all of the Refunding Bonds 0y depositing in trust with 
the Paying Agent or an escrcw agent at or before rraturity, money and;br non-callable direct obligations of 
the United States of Arrerica (including zero interest bearing State and Local GOJernrrent Series) or other 
non-callable obligations the pc1yrrent of the princii:al of and interest on which is guaranteed 0y a pledge of 
the full faith and credit of the United States of Arrerica, in an amountwhichwill, together with the interest 
to accrue thereon and avai I able monies then on deposit i n the related i nterest and si nki ng fund of the District, 
be fully sufficient to l'.0-Y and discharge the indebtedness on such Refunding Bonds (including all princii:al, 
interest and rederrpti on preni urns) at or before their respective rraturity dates. 

Unclaimed Moneys 

Any money held in any fund created pursuant to the Resolution, or 0y the Paying Agent or an 
escrcw agent in trust, for the payrrent of the principal of, redemption premium, if any, or interest on the 
Refunding Bands and rerrai ni ng unclaimed for two years afterthe principal of al I of such Refunding Bands 
has become due and pc1yable (whether 0y maturity or upon prior redemption) shall be transferred to any 
interest and sinking fund of the District for pc1yrrent of any outstanding bonds of the District pc1yable from 
the fund; or, if no such bonds of the District are at such tirre outstanding, the monies shall be transferred to 
the general fund of the District as provided and pernitted 0y law. 

Plan of Finance 

The proceeds of the Refunding Bonds will be issued (i) to refund, on an advance basis, a portion 
of the District's outstanding Series 2011 Bonds, rraturing on August 1 in the years 2041 and 2046 (the 
"Prior Series 2011 Bonds"), (ii) to refund, on an advance basis, all of the District's outstanding Series 2012 
Bonds, rraturing on August 1 in the years 2026, 2027 and 2028 (the Series 2012 Bonds together with the 
Prior Series 2011 Bonds, the "Prior Bonds"), and (iii) to l'.0-Y certain costs of issuance of the Refunding 
Bonds. 

The District and The Bank of Ne.v Yark Mellon Trust Comi:any, N.A., as escrcw bank (the 
"Escrcw Bank'') will enter into the Escrcw Agreerrent, dated as of August 1, 2017 (the "Escrcw 
Agreerrent''), with respect to the Prior Bands being refunded, pursuantto which the District wi 11 deposit a 
portion of the proceeds from the sale of the Refunding Bonds into a special fund to be held 0y the Escrcw 
Bank. The amounts deposited with the Escrcw Bank with respect to the Prior Bonds, which will be held 
pursuant to the Escrcw Agreerrent, will be used to purchase non-callable direct obligations of the United 
States of Arrerica (including zero interest bearing State and Local GOJernrrent Series) or other non-callable 
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obligations the i:avment of the principal of and interest on which is guaranteed b,t a pledge of the full faith 
and credit of the United States of America, the principll of and interest on which (together with any 
uninvested arrount) will be sufficientto enable the Escrcw Bank(i) to redeem the Prior Series 2011 Bonds 
on August 1, 2021 at a rederrption price equal to the accreted value of the Prior Series 2011 Bonds and (ii) 
to l'.0-Y, when due, the interest on the Series 2012 Bonds to and includingAugust 1, 2022 and to redeem the 
Series 2012 Bonds on August 1, 2022 at a rederrption price equal to 10036 of the princii:al amount of the 
Series 2012 Bonds without prenium. See" ESCROW VERI Fl CATION" herein. Arrounts on deposit with 
the Escrcw Bank pursuanttothe Escrcw Agreement are not available to i:av debt service on the Refunding 
Bonds. 

Maturity 
Date 

8/1 /2041 
8/1 /2046 

Maturity 
Date 

8/1 /2026 
8/1 /2027 
8/1 /2028 

SERIES2011 BONDSTOBE REFUNDED 

Original 
Principal Accretion Rate 

$14,784,370.75 7.1636 
17,923,838.10 7.31 

Redemption Date 

8/1 /2021 
8/1 /2021 

Accreted Value 
at Rederrption 

$30, 187,582.00 
37, 139,766.30 

SE RI ES 2012 BONDS TO BE REFUNDED 

Original R ederrpti on 
Principal Interest Rate Redemption Date Price 

$3,760,000 5.0036 8/1 /2022 10036 
6,970,000 5.00 8/1 /2022 100 
8,465,000 5.00 8/1 /2022 100 

cus1pt 
Nurrlier 

652113 WP2 
652113WQO 

cus1pt 
Nurrlier 

652113WV9 
652113WW7 
652113WX5 

t CUSIP numbers are provided for co1111enierr::e of reference only. None of the District, the Urderwriters or their agents or counsel assumes 
resp::insi bility for the a:::curacy of such CUSIP numbers. 
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UNREFUNDED SERI ES 2011 BONDS 

Series 2011 Capital Appreciation Bonds 

Maturity Original cus1pt 
Date Principal Accretion Rate Yield Nurrlier 

8/1 /2018 $58,693.95 12.0036 3.57% 652113 VU2 
8/1 /2019 79,324.75 12.00 4.01 652113 vvo 
8/1 /2020 232,456.50 12.00 4.34 652113 VW8 
8/1 /2021 506,731.35 9.14 4.62 652113 VX6 
8/1 /2023 107,584.00 5.17 5.17 652113 VZl 
8/1 /2024 202,708.10 5.43 5.43 652113WA5 
8/1 /2025 293,897.50 5.69 5.69 652113WB3 
8/1 /2026 262,413.75 5.92 5.92 652113WC1 
8/1 /2027 438,314.30 5.98 5.98 652113WD9 
8/1 /2028 331,760.50 6.07 6.07 652113WE7 
8/1 /2029 2,079,975.15 6.16 6.16 652113WF4 
8/1 /2030 2,046,670.50 6.25 6.25 652113WG2 
8/1 /2031 2,009,003.40 6.34 6.34 652113WHO 
8/1 /2032 6,314, 150.25 6.43 6.43 652113 WJ 6 
8/1 /2033 6, 164, 984. 40 6.52 6.52 652113WK3 
8/1 /2034 6,033,871.10 6.59 6.59 652113 WL 1 
8/1 /2035 5,937,795.00 6.63 6.63 652113WM9 
8/1 /2036 5,824,336.00 6.68 6.68 652113WN7 
8/1 /2037 5,750,377.50 6.70 6.70 652113WR8 
8/1 /2038 5,688,447.10 6.71 6.71 652113WT4 

Series 2011 Convertible Capital Appreciation Bonds 

Value at 
Maturity Original Accretion Conversion Conversion cus1pt 

Date Principal Rate Yield Date Date Nurrlier 

8/1 /2042 $11,928,966.50 6.3036 6.3036 8/1 /2021 $22,385,000.00 652113WS6 

Other Bond Issuances of the District. In August 2017, the District anticipates issuing 
approximately $30,000,000 of its General Obligation Bonds, Election of 2005, Series 2017 (the "Series 
2017 Bonds'') in orderto(i) finance prqjects authorized b,t voters atthe election on No.,,errber 8, 2005 and 
(ii) pay costs of issuance with respect to the Series 2017 Bonds. The final annunt andtimingofthe issuance 
of the Series 2017 Bonds will depend on, among otherthings, market conditions and prqject tining. 

t CUSIP numbers are provided for co1111enience of refererr::e only. None of the Di strict, the U rderwriters or their agents or counsel assumes 
resp::insi bility for the a:::curacy of such CUSIP numbers. 
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Estimated Sources and Uses of Funds 

The proceeds of the Refunding Bonds are expected to be applied as folio.vs: 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

General Obligation Refunding Bonds, Series 2017 

Estimated Sources and Uses of Funds 

Sources of Funds: 

Aggregate Initial Principc1.I Amount of Refunding Bonds 
Pl us Original Issue Preni um 

Total Sources of Funds 
Uses of Funds: 

Escrcw Fund 
Costs of I ssuancel 11 
Underwriters' Discount 

Total Uses of Funds 

$80,564,666.30 
4,639,500.95 

$85,204, 176.25 

$84,796,491.65 
206,272.93 
201,411.67 

$85,204, 176.25 

(ll lrr::ILdes legal fees, ratitl'J agency fees, municipal advisory fees, printitl'J fees, verification agent fees ard other 
miscellaneous expenses. 
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Debt Service 

Debt service on the Refunding Bonds, assuming no early rederrptions, is as shewn in the follcwing 
table. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

General Obligation Refunding Bonds, Series 2017 

Current I nterest Bonds Capital Appreciation Bonds 

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

2018 $ 857,025.00 $ 857,025.00 
2019 879,000.00 879,000.00 
2020 879,000.00 879,000.00 
2021 879,000.00 879,000.00 
2022 879,000.00 879,000.00 
2023 879,000.00 879,000.00 
2024 879,000.00 879,000.00 
2025 879,000.00 879,000.00 
2026 $ 3,445,00000 879,000.00 4,324,000.00 
2027 6,385,00000 706,750.00 7,091,750.00 
2028 7, 750,000 00 387,500.00 8, 137,500.00 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 $ 8,600,787.30 $ l l,454,212.70 20,055,000.00 
2040 8, 707,688. 15 12,537,31 l.85 21,245,000.00 
2041 8, 789, 777.85 13, 715,222. 15 22, 505,000.00 
2042 4,264, 145.20 7, 145,854.80 ll,410,000.00 
2043 9, 322, 735.40 16,692,264.60 26,015,000.00 
2044 9,448, 175.00 18,051,825.00 27, 500,000.00 
2045 9,571,685.80 19,493,314.20 29,065,000.00 
2046 4,279,671.60 9,280,328.40 13, 560,000.00 
Total: $17,580,00000 $8,983,275.00 $62, 984,666. 30 $ l 08, 370, 333. 70 $197,918,275.00 
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Outstanding Bonds 

In addition to the Refunding Bonds (and not accounting for the planned refunding of the Prior 
Bands with proceeds of the R efundi ng Bands), the District has outstandi ng four addi ti anal series of general 
obligation bonds, each of which is secured b,t advaloremtaxes upon all property sul::ijecttotaxation b,t the 
District on a parity with the Refunding Bonds. 

At a special election held onJ une 6, 2000, the District received authorization under Measure A to 
issue bonds of the District in an aggregate principal amount not to exceed $110,000,000 to improve health 
and safety conditions in neighborhood schools b,t rehabilitating aging school facilities, replacing 
deteriorated roofs and plurrbing, upgrading electrical service to safely accommodate technology, 
renOJati ng inadequate cl assroorns, science I abs, and restrooms, and upgrading fire al arms. The rreasure 
required apprOJal b,t at least two-thirds of the votes cast be eligible voters within the District (the" 2000 
A uthori zati on") and received an affi rmative vote of approxi mately 72.1 % of the votes cast b,t el i gi bl e voters 
within the District. On December 4, 2001, the County, on behalf of the District, issued the District's General 
Obligation Bonds, Election of 2000, Series 2001 (the "Series 2001 Bonds") in the aggregate principal 
amount of $40,000,000. The Series 2001 Bonds were issued as the first series of bonds to be issued under 
the 2000Authorization. On NOJember 20, 2003, the County, on behalf of the District, issued the District's 
General Obligation Bonds, Election of 2000, Series 2003 (the "Series 2003 Bonds") in the aggregate 
principal amount of $70,000,000 and were issued as the second and final series of bonds to be issued under 
the 2000 A uthori zati on. 

On NOJember 30, 2010, the District issued its General Obligation Refunding Bonds, Election of 
2000, Series 2010 (the "Series 2010 Refunding Bonds") in the aggregate principal amount of $68,660,000 
to refund on an ad.lance basis all of the then outstanding Series 2001 Bonds and a portion of the outstanding 
Series 2003 Bonds. On May 9, 2012, the District issued the Series 2012 Bonds in the aggregate principal 
amount of $19,495,000 to refund on a current basis the District's then outstanding Series 2003 Bonds 
maturi ng on August 1 of each of the years 2026 through 2028, incl usive. 

At an election held on NOJember 8, 2005, the District received authorization under Measure F to 
issue bonds of the District in an aggregate principal amount nottoexceed $282,000,000tofinance specific 
construction and modernization prqjects apprOJed b,t eligible voters within the District. The rreasure 
required approval b,t at least 55% of the votes cast b,t eligible voters within the District (the "2005 
Authorization"). On January 4, 2007, the County, at the request of the District, issued $70,443,480.25 
aggregate initial principal amount of the District's General Obligation Bonds, Election of 2005, Series 2007 
(the "Series 2007 Bonds") as the District's first series of bonds issued under the 2005 Authorization. On 
June 8, 2011, the District issued $95,000,670.45 aggregate initial principal amount of the Series 2011 Bonds 
as the second series of bonds to be issued under the 2005 Authorization. In August 2017, the District 
anticipates issuing approximately $30,000,000 of its Series 2017 Bonds as the third series of bonds to be 
issued underthe 2005Authorization. See" - Plan of Finance- Other Bond Issuances of the District" herein 
for more information on the District's plan of finance. 

A summary of the District's general obligation bonded debt is set forth on the follcwing page. 

10 



Aggregate Debt Service 

The follCM!ing table sets forth the annual aggregate debt service requirements of all outstanding 
bonds of the District (including the Refunding Bonds), assuning such general obligation bonds are not 
optionally redeemed prior to the respective stated date of rraturity. 

Year 
Ending 

(August l), 

2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 
2041 
2042 
2043 
2044 
2045 
2046 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

General Obligation Bonds - Aggregate Debt Service111 

Series 2010 
Series 2007 Refunding Series 2011 Series 2012 Refunding 

Bonds Bonds Bonds<2
> Bordsrn Bonds 

$ 4,553,400.00 $ 6,334,450.00 $959,75000 
4.009200.00 6,539,800.00 $ 135,000.00 $ 857,025.00 
4,410,000.00 6, 734,600.00 205,000.00 879,000.00 
4,430,000.00 6,951,000.00 675,000.00 879,000.00 
4,440,000.00 7. l 09. 500.00 1,255,000.00 879,000.00 
4,835,000.00 7,350,500.00 1,410,255.00 879,000.00 
5,295,000.00 7,522.250.00 1,610,255.00 879,000.00 
5,795,000.00 7,695. 750.00 1,820,255.00 879,000.00 
6,335,000.00 7,849. 750.00 2.060.255.00 879,000.00 
6,925,000.00 3,549,000.00 2,045,255.00 4,324,000.00 
7.990000.00 2,545,255.00 7,091. 750.00 
8, 16(),000.00 2,335,255.00 8, 13 7. 500. 00 

13,915,000.00 7,665,255.00 
14,750,000.00 8,060,255.00 
15,635,000.00 8,475,255.00 

25,485,255.00 
26,940,255.00 
28,475,255.00 
30,095,255.00 
31,810,255.00 
33,625,255.00 
35,540,255.00 

1,410,255.00 20,055,000.00 
1,410,255.00 21.245,000.00 
1,410,255.00 22,505,000.00 

23. 795,255.00 11,410,000.00 
26,015,000.00 
27. 500,000.00 
29,065,000.00 
13,560,000.00 

$lll ,477,600.00 $67,636,600.00 $28(),295,355.00 $959,75000 $197,918,275.00 

--------------------

Total 

$ 11,847,600.00 
11,541.025.00 
12.228,600.00 
12.935,000.00 
13,683,500.00 
14,474.755.00 
15,306,505.00 
16.190,005.00 
17.124,005.00 
16,843,255.00 
17,627,005.00 
18,632,755.00 
21,580,255.00 
22.810,255.00 
24.110,255.00 
25,485,255.00 
26,940,255.00 
28,475,255.00 
30,095,255.00 
31,810,255.00 
33,625,255.00 
35,540,255.00 
21,465,255.00 
22.655,255.00 
23,915,255.00 
35,205,255.00 
26,015,000.00 
27,500,000.00 
29,065,000.00 
13,560,000.00 

$658,287,580.00 

(ll Does net reflect the Di strict' s antici pited issuan:::e of the Series 2017 Bends in AUJust 2017. See" - Plan of Finan:::e - Other Bord Issuances 
of the District'' herein. 
(21 Reflects the refunditl'J of the Prior Series 2011 Bards from proceeds of the Refurdi tl'J Bards. 
(3l Reflects the refurdi tl'J of the Series 2012 Bards from proceeds of the Refurditl'J Bards. 
Source: Fieldman, Rolapp & Associates, Inc. 
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SECURITY AND SOURCE OF PAYMENT FOR THE REFUNDING BONDS 

General 

In order to prOJi de sufficient funds for repayment of pri nci pl! and interest when due on the 
Refunding Bands, the Board of Supervisors of the County is errpcwered and is obi i gated to I e.;y ad val orem 
taxes upon all property sul::ijecttotaxation b,t the District, without limitation as to rate or amount (except as 
to certain personal property which is taxable at linited rates). Such taxes are in addition to other taxes levied 
upon property within the District. When collected, the tax revenues will be deposited b,t the County in the 
Interest and Sinking Fund of the District, which is required to be maintained b,t the County and to be used 
solely forthe payment of l:onds of the District. 

The Refunding Bonds are payable fromadvaloremtaxes to be levied within the District pursuant 
to the California Constitution and other State law, and are not a debt or obligation of the County. No fund 
of the County is pledged or obligated to repayment of the Refunding Bonds. 

Statutory Lien onTaxes(SenateBill 222) 

Pursuant to Section 53515 of the California GOJernment Code (which became effective onJ anuary 
1, 2016), all general obligation l:onds issued b,t local agencies, including refunding l:onds, will be secured 
b,t a statutory lien on all revenues received pursuant to the le.;y and collection of the tax. Section 53515 
prOJides thatthe lien will automatically arise, without the need for any action or authorization b,t the local 
agency or its gOJerning l:oard, and will be valid and binding from the time the l:onds are executed and 
del ivered. Section 53 51 5 further prOJi des that the revenues received pursuantto the I e.;y and col I ecti on of 
the tax will be immediately sul::iject to the lien, and the lien will immediately attach to the revenues and be 
effective, binding and enforceable against the local agency, its successor, transferees and creditors, and all 
others asserti ng rights therei n, irrespective of whetherthose parties have notice of the I i en and with out the 
need for physical delivery, recordation, filing or further act. 

Pledge of Tax Revenues 

The District has pledged all revenues from the property taxes collected from the le.;y b,t the Board 
of Supervisors of the County for the payment of all l:onds, including the Refunding Bonds (collectively, 
the "Bonds"), of the District heretofore or hereafter issued pursuant to voter-approved measures of the 
District and amounts on deposit in the Interest and Sinking Fund of the District to the payment of the 
principal or redemption price of and interest on the Bonds. The Resolution provides that the property taxes 
and amounts held in the Interest and Sinking Fund of the District shall be immediately sul::ijecttothis pledge, 
and the pledge shall constitute a lien and security interest which shall immediately attach to the property 
taxes and amounts held in the Interest and Sinking Fund of the District to secure the payment of the Bonds 
and shall be effective, binding, and enforceable against the District, its successors, creditors and all others 
irrespective of whether those parties have notice of the pl edge and without the need of any physical del ivery, 
recordation, filing, or further act. The Resolution prOJides that this pledge constitutes an agreement 
between the District and the cwners of Bands to provide security for the Bands in addition to any statutory 
Ii en that may exist, and the Bands secured b,t the pl edge are or were issued to fi nance ( or refinance) one or 
more of the prqjects specified in the applicablevoter--apprOJed measure. 

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 l:onds as wel I as for general operating purposes. 
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Local property taxation is the responsibility of various county officers. For each school district 
I ocated i n a county, the county assessor corrputes the value of I ocal ly assessed taxable property. Based on 
the assessed val ue of property and the scheduled debt service on outstandi ng bonds in each year, the county 
auditor-controller 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 col I ector prepares and mai Is tax bi 11 s to taxpayers and col I ects the taxes. 
In addition, the county treasurer-tax col I ector, the superintendent of schools of which has j urisdi cti on OJer 
the school district, 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 due, as ex-officio treasurer of the 
school district. 

Assessed Valuation of Property Within the District 

Taxable property located in the District has a fiscal year 2016-17 assessed value of 
$62,496,448,716. All property (real, personal and intangible) is taxable unless an exemption is granted b,t 
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), busi ness inventories, and property used for rel i gi ous, 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 b,t the assessor of the county in which the property is located. Some 
special classes of property are assessed b,t the State Board of Equalization, as described belON. 

Taxes are levied for each fiscal year on taxable real and personal property assessed as of the 
precedingJ anuary 1, at which time the lien attaches. The assessed value is required to be aqjusted during 
the course of the year when property changes o,vnership 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 b,t changes in assessed value duri ng the course of a year, a suppi emental assessment is prepared 
so that taxes can be levied on the mw assessed value before the next regular assessment roll is completed. 
See" - Appeals of Assessed Valuation; Blanket Reductions of Assessed Values" belON. 

U nderthe State Constitution, the State Board of Equalization assesses property of State--regul ated 
transportation and communications utilities, including railways, telephone and telegraph companies, and 
companies transnitting 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 assessed 
b,t the Board of Equalization is al located b,t a formula to local jurisdictions in the county, including school 
districts, and taxed b,t the local county tax officials in the same manner as for locally assessed property. 
Taxes on privately o,vned rai I way cars, ho,vever, are I evi ed and col I ected directly b,t the Board of 
Equalization. Property used in the generation of electricity b,t a company that does not alsotransnit or sell 
that electricity is taxed locally instead of b{the Board of Equalization. Thus, the reorganization of regulated 
uti Ii ti es and the transfer of el ectri city-generating property to non-uti I ity companies, as often occurred under 
electric po,ver deregulation i n California, affects ho,v those assets are assessed, and which I ocal agencies 
benefit from the property taxes derived. In general, the transfer of State-assessed property I ocated in the 
District to non-utility companies will increase 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 I ocated and taxed i n the District to a State-assessed uti I ity wi 11 have the opposite effect: general ly 
reducing the assessed value in the District, as the value is sharedamongtheotherjurisdictions in the County. 
The District is unable to predict future transfers of State-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 o,vnership of utility assets, the State's methods of assessing utility property, or the method b,t 
which tax revenues of utility property is allocated to local taxing agencies, including the District. 
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Locally taxed property is classified either as "secured' or "unsecured," and is listed accordingly on 
sei:arate i:arts of the assessment rol I. The "secured rol I" 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 rol I." Secured property assessed b,t the State Board of Equalization is commonly 
identified for taxation purposes as" utility" property. 

The fol I cwi ng table sets forth the assessed valuation of the various cl asses of property i n the 
District's boundaries from fi seal year 2002--03 through 2016-17. 

Fiscal Year 

2002-03 
2003-04 
200!-05 
2005--06 
2005-07 
2007-03 
2000-09 
2009-10 
2010-ll 
201 l-12 
2012-13 
2013-14 
2014-15 
2015-16 
2016-17 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Local Secured 

$27,996,342,894 
30, 384,040, 50 l 
32, 757,666, 787 
36,260,030, 799 
40,063,220,951 
43,513,841,553 
45, 546, 130,684 
46,007,362,776 
45,994, 176,823 
46, 780, 797,090 
48, 130,076,373 
50,776,237,313 
53,638,300, 14 l 
56,948,824,304 
60,448,209,235 

Assessed Valuations 
Fiscal Years 2002--03 through 2016-17 

Utility 

$16,534, 150 
16,534,525 

57,080 
56,827 
56,202 
53,310 

699,230 
699,230 
699,230 
699,230 

53,310 
53,310 
53,310 
53,310 
53,310 

Unsecured 

$1,870,796, 173 
l,993,353, 134 
l,823,904,932 
l ,810,054, 743 
2, 182,400,902 
2,231,282, 135 
2, 175,632,947 
2,243,799,956 
2,308,000,338 
2, 166, 748, 135 
2, 129,786,347 
2,018,986,776 
2,227,558,627 
2,082,454, 166 
2,048, 186, 171 

Total 

$29,883,673,217 
32,393,928, 160 
34,581,628,799 
38,070, 142,369 
42,245,678,055 
45, 745, 176,998 
47, 722,462,861 
48,251,861,962 
48,302,884,391 
48, 948,244,455 
50,259,916,030 
52, 795,277,399 
55,865,912,078 
59,031,331,780 
62,496,448,716 

Annual Percent 
Change 

8.58% 
8.40 
6.75 

10.09 
10.97 
8.28 
4.32 
l. ll 
O. ll 
l.34 
2.68 
5.04 
5.82 
5.67 
5.87 

Source: California Municipal Statistics, Irr:., annual percent change provided l:ryStifel, Nicolaus& Company, lrr::orporated. 

Assessments may be acjj usted during the course of the year when real property changes cwnershi p 
or new construction is completed. Assessments may also be appealed b,t taxpayers seeking a reduction as 
a result of economic and other factors beyond the District's control, such as a general market decline in 
property values, reclassification of property to a class exempt from taxation, whether b,t cwnership or use 
(such as exemptions for property cwned b,t State and local agencies and property used for qualified 
educational, hospital, charitable or religious purposes), or the complete or i:artial destruction of taxable 
property caused b,t natural or manmade disaster, such as earthquake, drought, flood, fire, toxic dumping, 
etc. When necessitated b,t changes in assessed value in the course of a year, taxes are pro-rated for each 
portion of the tax year. See also" -Appeals of Assessed Valuation; Blanket Reductions of Assessed Values" 
belcw. 

Appeals of Assessed Valuation; Blanket Reductions of Assessed Values. There are two basic types 
of property tax assessment appeals provided for under State law. The first type of appeal, commonly 
referred to as a base year assessment appeal, involves a dispute on the valuation assigned b,t the assessor 
immediately subsequent to an instance of a change in cwnershi p or cornpl eti on of new construction. I f the 
base year val ue assigned b,t the assessor is reduced, the val uati on of the property cannot i ncrease i n 
subsequent years more than 2% annually unless and until another change in cwnership and/or additional 
new construction or reconstruction activity occurs. 
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The second type of appeal, comnonly referred to as a Proposition 8 appeal (which Proposition 8 
was apprOJed b,t the voters in 1978), can result if factors occur causing a decline in the rrarketvalue of the 
property to a I eve I bel ON the property' s then current taxable val ue (escalated base year val ue). Pursuant to 
State law, a property cwner rray apply for a Proposition 8 reduction of the property tax assessrrent for such 
cwner's property b,t filing a written application, in the form prescribed b,t the State Board of Equalization, 
with the appropriate county board of equalization or assessrrent appeals board. A property cwner desiring 
a Proposition 8 reduction of the assessed value of such cwner's property in any one year must submit an 
application to the county assessrrent appeals board (the "Appeals Board'). Follcwing a review of the 
application b,t the county assessor' s office, the county assessor rray offer to the property cwner the 
opportunity to sti pul ate to a reduced assessrrent, or may confi rm the assessrrent. I f no sti pul ati on is agreed 
to, and the applicant elects to pursue the appeal, the rratter is brought before the Appeals Board(or, in sorre 
cases, a heari ng exani ner) for a heari ng and decision. The Appeals B oard general ly is required to deterni ne 
the outcome of appeals within two years of each appeal's filing date. Any reduction in the assessrrent 
ultimately granted applies only to the year for which application is rrade and during which the written 
application is filed. The assessed value increases to its pre-reduction level (such pre,eduction level 
escalated to the inflation rate of no more than 2%) follcwing the year for which the reduction application 
is filed. Hcwever, the county assessor has the pcwer to grant a reduction not only for the year for which 
application was originally made, but also for the then current year and any intervening years as well. In 
practice, such a reduced assessrrent may and often does rerrai n in effect beyond the year i n which it is 
granted. 

In addition, Article XI I IA of the State Constitution prOJides that the full cash value base of real 
property used in deterni ni ng taxable val ue rray be acjj usted from year to year to reflect the i nfl ati onary 
rate, not to exceed a 2% increase for any given year, or rray be reduced to reflect a reduction in the consurrer 
price index or comparable local data This rreasure is computed on a calendar year basis. According to 
representatives of the County assessor's office, the County has in the past, pursuanttoArticleX I I IA of the 
State Constitution, ordered blanket reducti ans of assessed property values and corresponding property tax 
bills on single family residential properties when the value of the property has declined belcw the current 
assessed value as calculated b,t the County. 

No assurance can be given that property tax appeals and/or blanket reducti ans of assessed property 
values will not significantly reduce the assessed valuation of property within the District in the future. 

See APPENDIX A- "INFORMATION RELATING TO THE DISTRICT'S OPERATIONS AND 
BUDGET - CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT 
REVENUES AND APPROPRIATIONS - Limitations on Revenues" for a discussion of other limitations 
on the valuation of real property with respect to ad valor em taxes. 

Bonding Capacity. As a unified school district, the District rray issue bonds in an amount up to 
2.5036 of the assessed valuation of taxable property within its boundaries. The District's fiscal year 2016-
17 gross bonding capacity (also commonly referred to as the "bonding limit" or "debt limit") is 
approximately $1.562 billion and its net bonding capacity is approximately $1.344 billion (taking into 
account current outstanding debt before issuance of the Refunding Bonds and the Series 2017 Bonds and 
not accounting for the refunding of the Prior Bonds). Refunding bonds rray be issued without regard to this 
Ii ni tati on; hew ever, once issued, the outstanding pri nci pal of any refunding bonds is i ncl uded when 
calculating the District's bonding capacity. 
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Assessed Valuation b,t Jurisdiction. The follONing table describes a distribution of taxable real 
property located in the District b,t jurisdiction. 

Jurisdiction: 

City of Costa Mesa 
City of Newport Beach 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

2016-17 Assessed Valuation by Jurisdiction 

Assessed 
Assessed Valuation % of Valuation 

in District District of Jurisdiction 

$16,587,953,297 26.54% $17,513, 150,535 
45,747,220,618 73.20 50,341,686,565 

Unincorporated Orange County 161,274,801 0.26 26, 380, 369, 799 
Total District $62,496,448, 716 100.006 

% of 
Jurisdiction 
in District 

94.72% 
9Q87% 

Q61% 

Orange County $62,496,448, 716 100.006 $525,037,541,960 l l.90% 
--------------------
Source: California Municipal Statistics, Irr:. 

Assessed Valuation b,t Land Use. The fdlONing table sets forth a distribution of taxable property 
located in the District on the fiscal year 2016-17 tax rol I b,t pri nci pc1.I purpose for which the land is used, 
and the assessed valuation and number of pc1.rcel s for each use. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

2016-17 Assessed Valuation and Parcels by Land Use 

2016-17 No.of 
Assessed % of No. of % of Taxable % of 

Val uati on"> Total Parcels Total Parcels Total 
Non-Residential: 

Agricultural /Rural $ 77,967,691 Q 13% 127 Ql5% 122 0.15% 
Corrrnercial 7, 686, 960,086 12.72 2,717 127 2,697 3.29 
Industrial 994,516,923 l.65 778 Q94 778 0.95 
Governrrent}fxerrpt 0 QOO l,032 l.24 0 0.00 
Miscellaneous 9,604,595 Q02 40 QOS 40 0.05 

Subtotal Non-Re~dential $8, 769,049,295 14.51% 4,694 5.65% 3,637 4.44% 

Re~ denti al : 
Single Farrily Residence $40,067,501,474 66.28% 39,332 47.33% 39,332 48.006 
Condorri ni um/f ownhouse 5, 191,713,035 &59 9,609 l l.56 9,609 l l.73 
Mobile Harre 31,495,083 QOS l,001 l.20 l,001 l.22 
Ti rreshare Properties 250,4 l 0,428 Q4l 22,742 27.37 22,742 27.76 
2+Residential Units/Apartments 5,951,654,499 9.85 5,217 6.28 5, 163 6.30 

Subtotal Residential $51,492, 774,519 85.18% 77,901 93.75% 77,847 95.01% 

Vacant Parcels $186,385,421 Q31% 501 Q60% 453 0.55% 

TOTAL $60,448,209,235 100.006 83,096 100006 81,937 100.006 
--------------------
(ll Local secured assessed valuation, exc:ILdi tl'J tax-exempt property. 
Source: California Municipal Statistics, Inc. 
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Assessed Valuation of Si ngl e--f ami ly H omes. The fol I cwi ng table sets forth the assessed val uati on 
of si ngl e-fami ly homes in the District's boundaries for fi seal year 2016-17. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

2016-17 Per Parcel Assessed Valuation of Single Family Homes 

Nurrber of 2016-17 Average Median 
Parce11" Assessed Valuation Assessed Valuation Assessed Valuation 

Single Farrily Residential 39,332 $40,067,501,474 $1,018,700 $609,479 

2016-17 No.of Currulative Currulative % 
Assessed Valuation Parcel sen % of Total % of Total Total Valuation % of Total of Total 

$0-$99,999 2,932 7.454% 7.454% $211,977,820 Q529% Q529% 
$100,000-$199,999 3,509 &921 16.376 510,250,357 l.273 l.803 
$200,000-$299,999 3,473 &830 25.206 871,539,816 2.175 1978 
$300,000 - $399, 999 3,467 &815 34.021 l,208,714,311 1017 6.994 
$400,000 -$499,999 3, 112 7.912 4 l.933 l,397,466,843 1488 lQ482 
$500,000 - $599, 999 2,901 7.376 49.308 l,597,262,769 1986 14.469 
$600,000-$699,999 2,697 6.857 56. 165 l,750,564,681 4.369 1&838 
$700,000-$799,999 2, 117 5.382 61.548 l,580,426,543 1944 22.782 
$800,000-$899,999 l,613 4.101 65.649 l, 368, 67.2, 760 1416 26.298 
$900,000-$999,999 l,389 1531 69.180 l,319,793,739 1294 29.492 

$1,000,000-$1,099,999 l,081 2.748 71.929 l, 132, 663, 776 2.827 32.319 
$1, 100,000-$1, 199,999 904 2.298 74.227 l, 040, 752, 959 2.597 34.916 
$1,200,000-$1,299,999 868 2.207 76.434 l,084,436,943 2.707 37.6.23 
$1,300,000-$1,399,999 701 l.782 7&216 945,709,619 2.360 39.983 
$1,400,000-$1,499,999 678 l. 7.24 79.940 980,915,358 2.448 42.431 
$1,500,000-$1,599,999 620 l.576 81.516 960,333,576 2.397 44.828 
$1,600,000-$1,699,999 569 l.447 82.963 938,591, 134 2.343 47.171 
$1,700,000-$1,799,999 527 l.340 84.303 922,345,649 2.302 49.473 
$1,800,000-$1,899,999 516 l.312 85.615 954, 744,26.2 2.383 51.855 
$1,900,000-$1,999,999 471 l.197 86.812 917, 367, 77.3 2.290 54.145 
$2,000,000 and greater 5, 187 11188 100000 18, 37.2,970, 786 45.855 100.000 

Total 39,332 10000% $40,067,501,474 100000% 
--------------------
(ll Improved sitl'Jle family residential parcels. Excludes cordominiums ard parcels with multiple family units. 
Source: California Municipal Statistics, Irr:. 
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Largest Taxpc1.yers in District. The follcwing table sets forth the 20 taxpc1.yers with the greatest 
combined cwnershipof taxable property in the District on the fiscal year 2016-17 tax roll, and the assessed 
valuation of all property cwned b,t those taxpayers in all taxingjurisdictions within the District. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Largest 2016-17 Local Secured Taxpayers 

Prirrary 2016-17 
Property Owner Land Use Assessed Valuation 

l. The Irvine Corrpany Comrercial $1,616,012,944 
2. South Coast Plaza Comrercial 362,471,097 
3. PH Finance LLC Comrercial 286,473, 762 
4. PR II ;MCC South Coast Property Owner LLC Comrercial 233,000,000 
5. Block 500 Newport Center Drive LLC Comrercial 203,034, 528 
6. United Dorrinion Realty LP Apartments 194,669,466 
7. Marjack LLC Irvine Corrpany LLC Apartments 153,657, 985 
8. Newport Bluffs LLC Apartments 150,350, 196 
9. lnterinsurance Exchange of the Automobile 

Club of Southern California Comrercial 130,381, 181 
lQ UDR Newport Beach North LP Apartments 129, 962, 688 
l l. Casden Lakes LP Apartments 126, 946, 89 l 
12. Balboa Bay Club Ventures LLC Comrercial 126,036,927 
l1 Coronado South Apartments LP Apartments 124,735,592 
14. Soco Retail Fee Owner LLC Industrial 120,000,000 
15. C.J. Segerstrorn & Sons Apartments 118,295,833 
16. J KS-CM FV LLC Apartments 113,427,480 
17. Bay Island Club Re~dential 98,886, 193 
l& lOOBayviewLLC Comrercial 97,035,506 
19. Newport Healthcare Center LLC Comrercial 95, 155,348 
2Q HHR Newport Beach LLC Comrercial 90,892,812 

$4,571,426,429 
--------------------
(ll 2016-17 local secured assessed valuation: $60,448,209,235 
Source: California Municipal Statistics, Irr:. 

Percent of 

T otaJ"' 
2.6)% 
0.60 
0.47 
0.39 
0.34 
0.32 
0.25 
0.25 

0.22 
0.21 
0.21 
0.21 
0.21 
0.20 
0.20 
0.19 
0.16 
0.16 
0.16 
0.15 
7.58% 

The more property (b,t assessed value) cwned b,t a single taxpayer, the more tax collections are 
exposed to weakness, if any, i n such taxpayer's fi nanci al situation and abi Ii ty or wi 11 i ngness to P3-Y property 
taxes in a timely rranner. Furthermore, assessments rray be appealed b,t taxpc1.yers seeking a reduction as a 
result of economic and other factors beyond the District's control. See "-Appeals of Assessed Valuation; 
Blanket Reductions of Assessed Values" above. 

Tax Rates 

The State Constitution pernits the levy of an advaloremtax on taxable property nottoexceed 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 pernitted as necessary to prOJide for debt service 
P3-Yments on school bonds and other voter-approved indebtedness. 

The rate of tax necessary to P3-Y fixed debt service on the Refunding Bands 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 Refunding Bonds is based on the prior year's secured property tax rate.) Econonic and 
other factors beyond the District's control, such as a general rrarket decl i ne i n I and val ues, reel assi fi cation 
of property to a class exempt from taxation, whether b,t cwnershipor use (such as exerrptions for property 
cwned b,t State and local agencies and property used for qualified educational, hospital, charitable or 
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rel i gi ous purposes), or the complete or pmi al destruction of taxable property caused b,t natural or manrrade 
disaster, such as earthquake, flood, fire, toxic durrping, 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 principll of and interest on the Refunding Bonds. Issuance of additional authorized bonds 
in the future night al so cause the tax rate to increase. 

Typical Tax Rate Area. The follCM!ing table sets forth ad valorem property tax rates for the last 
five fiscal years in a typical Tax Rate Area of the District (TRA 7--001). This Tax Rate Area comprises 
approximately 29.6836 of the tctal fiscal year 2016-17 assessed value of the District. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Typical Total Tax Rates per $100of Assessed Valuation (TRA 7--001) 
Fiscal Years 2012-13 through 2016-17 

General 
Coast Cormunity College District 
Newport-Mesa Unified School District 
Metropolitan Water Di strict 

Total All Property 

Source: California Municipal Statistics, Irr:. 

Tax Charges and Delinquencies 

2012-13 

$1.00000 
0.01881 
0.01890 
0.00350 

$1.04121 

2013-14 2014-15 2015-16 

$1.00000 $1.00000 $1.00000 
Q02899 Q03015 Q03092 
Q01860 Q01768 QQ2125 
Q00350 Q00350 Q00350 

$1.05109 $1.05133 $1.05567 

2016-17 

$1.00000 
Q03ll6 
Q01490 
Q00350 

$1.04956 

A school dstrict's share of the 1% countywide tax is based on the actual allocation of property tax 
revenues to each taxing j uri sdi cti on in the county in fi seal year 1978-19, as acjj usted according to a 
complicated statutory process enacted si nee that ti me. Revenues derived from special ad val or em taxes for 
voter-apprOJed i ndebtedness, i ncl udi ng the Refunding Bands, are reserved to the taxi ng j uri sdi cti on that 
approved and issued the debt, and rray only be used to repay that debt. 

The County Treasurer prepares the property tax bills. Property taxes on the regular secured 
assessment rol I are due in two equal i nstal I ments: the fi rst i nstal I ment is due on N OJeniber 1, and becomes 
delinquent after December 10. The second i nstal I ment is due on February 1 and becomes delinquent after 
April 10. If taxes are not paid b,t the delinquent date, a 1036 penalty attaches and a $23 cost is added to 
unpaid second installments. lftaxes rerrain unpaid b,t June 30, the tax is deemed to be in default, and a $15 
state rederrption fee applies. Interest then begins to accrue at the rate of 1.5% per month. The property 
cwner has the right to redeem the property b,t paying the taxes, accrued penalties, and costs within five 
years of the date the property went i nto default. If the property is not redeemed wi thi n five years, it is sul::ij ect 
to sale at a public auction b,t the County Treasurer. 

Property taxes on the unsecured roll are due in one payment on the lien date,J anuary 1, and become 
delinquent after August 31. A 1036 penalty attaches to delinquent taxes 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 rray obtai n a j udgment Ii en upon and cause the sale of al I property cwned b,t the taxpayer 
in the County, and rray seize and sell personal property, irrprOJements and possessory interests of the 
taxpayer. The County Treasurer rray also bring a civi I suit agai nstthe taxpayer for payment. 

The date on which taxes on supplemental assessments are due depends on when the supplemental 
tax bill is rrailed. 
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The fol I cwi ng table sets forth real property tax charges and corresponding delinquencies with 
respect to the property I ocated in the District for fi seal years 2011-12 through 2015-16. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Secured Tax Charges and Delinquencies 
Fiscal Years 2011-12 through 2015-16 

201 l-12 
2012-13 
2013-14 
2014-15 
2015-16 

201 l-12 
2012-13 
2013-14 
2014-15 
2015-16 

Secured Tax 
Charge"' 

$8,662,217.42 
9,361,698.24 
9,921,668.72 
9, 987, 783.25 

12,941,30645 

Secured Tax 
Charge'' 

$171, 744, 345.08 
176,571,475.90 
186,068,954.26 
196,850,812.39 
209, 119,749.14 

(ll District's general obligation bard debt service le.;y. 
(2l 1% General Furd app::11tionment. 
Source: California Municipal Statistics, Irr:. 

AllDunt Delinquent 
June 30 

$134,474.40 
102, 168.37 
98,615.68 
96,430.30 

349,995.26 

AllDunt Delinquent 
June 30 

$2,318, llQ64 
l, 706,407.05 
l ,402,676.88 
l,367,490.16 
l,417,283.22 

% Delinquent 
June 30 

l.55% 
l.09 
Q99 
Q97 
2.70 

% Delinquent 
June 30 

l.35% 
Q97 
Q75 
Q69 
Q68 

Teeter Plan. The County has adopted the Alternative Method of Distribution of Tax Levies and 
Collections and of Tax Sale Proceeds (the "Teeter Plan"), as provided for in Section 4701 and follcwing of 
the California Revenue and Taxation Code. Underthe Teeter Plan, each participating local agency levying 
property taxes in the County, including the District, receives the full arnount of uncollected taxes credited 
to its fund (including delinquenttaxes, if any), in the sarne rranner as if the full arnount due frorntaxpayers 
had been collected. In return, the County receives and retains delinquent payrrents, penalties and interest 
as collected, that would have been due the local agency. The County applies the Teeter Plan to taxes levied 
for repayrrent of school district general obi i gati on bonds. 

The Teeter Plan is to rerrain in effect unless the County Board of Supervisors orders its 
discontinuance or unless, prior to the cornrrencerrent of any fiscal year of the County (which comnences 
on July 1), the Board of Supervisors receives a petition for its discontinuance frorn two-thirds of the 
participating revenue districts in the County. The Board of Supervisors rray also, after holding a public 
hearing on the rratter, discontinue the Teeter Plan with respect to any tax levying agency or assessrrent 
levying agency in the County if the rate of secured tax delinquency in that agency in any year exceeds 3% 
of the total of al I taxes and assessrrents I evi ed on the secured rol I in that agency. 

Direct and Overlapping Debt 

Set forth belcw is a schedule of direct and OJerlapping debt prepared b,t California Municipal 
Statistics Inc. effective May 19, 2017 for debt outstanding as of June 1, 2017. The table is included for 
general inforrration purposes only. The District has not reviewed this table for cornpieteness or accuracy 
and rrakes no representations in connection there.vith. The first colurnn in the table narres each public 
agency which has outstanding debt as of the date of the schedule and whose territory OJerlaps the District 
in whole or in part. Colurnn two sets forth the percentage of each OJerlapping agency's assessed value 
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located within the boundaries of the District. This percentage, multiplied 0y the total outstanding debt of 
each OJerlapping agency (which is not shewn in the table) produces the amount set forth in column three, 
which is the apportionment of each OJerl appi ng agency's outstanding debt to taxable property i n the 
District. 

The schedule generally includes long-term obligations sold in the public credit markets 0y public 
agencies whose boundaries OJerl ap the boundaries of the District. Such I ong-term obi i gati ons generally are 
not payable from revenues of the District (except as indicated) nor are they necessarily obligations secured 
0y land within the District. In many cases, long-term obligations issued 0y a public agency are payable only 
from the general fund or other revenues of such public agency. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Statement of Direct and Overlapping Bonded Debt 

May 19, 2017 

2016-17 Assessed Valuation: $62,496,448,716 

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: 

Metropolitan Water Di strict 
Coast Cormunity College District 
Newport Mesa Unified School District 
Newport Mesa Unified School DistrictCormunity Facilities District No. 90-l 
I rvi ne Ranch Water Di strict I mproverrent Districts 
Bonita Canyon Cormunity Facilities District No. 98-l 
City Cormunity Facilities Districts 
City of Newport Beach 1915 Act Bonds 
County 1915 Act Bonds 

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT 

OVERLAPPING GENERAL FUND DEBT: 
Orange County General Fund Obligations 
Orange County Pension Obligations 
Orange County Board of Education Certificates of Participation 
Coast Cormunity College District General Fund Obligations 
City of Costa Mesa General Fund Obi igations 
City of Newport Beach Certificates of Participation 

TOTAL OVERLAPPING GENERAL FUND DEBT 

OVERLAPPING TAX INCREMENT DEBT (Successor Agencies): 

COMBINED TOTAL DEBT 

Ratios to 2016-17 Assessed Valuation: 
Direct Debt ($217,659, 150) ........................................................ 0.35% 
Total Direct and Overlapping Tax and Assessm,nt Debt ........... 0. 98% 
Corruined Total Debt ................................................................. l.27!6 

Ratio to Redevelopm,nt I ncrem,ntal Valuation ($1. 76 l, 721.262): 
Total Overlapping Tax Increment Debt ...................................... 0.68% 

% Applicable 

2.418% 
47.209 

100.000 
100.000 
Various 
100.000 
100.000 
100.000 
100.000 

l l.903% 
l l.903 
l l.903 
47.209 
94.717 
90.873 

(ll ExclLdes the Refunditl'J Bends ard the Series 2017 Bards; excl Ldes accreted value; inclLdes the Prior Bards. 

Debt 6/l /17 

$ l,811,203 
238,804, 132 
217,659, 15()'.ll 

5,785,000 
49,706,427 
31,675,000 

l,280,000 
7,476,808 

47,417,639 
$601,615,359 

$ 8,941,057 
50,711,248 

l,718,793 
l,704,245 

19,568,532 
l 00, 500, 994 

$183, 144,869 

$11,545,765 

$796, 305, 993w 

(2l E xcl Ldes tax ard revenue antici pa.ti on notes, enterprise revenue, ITTJrtgage revenue ard tax al location OOnds ard non--OOnded capital lease 
obi i gati ans. 
Source: California Municipal Statistics, Irr:. 
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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 assuning, 
among other matters, the accuracy of certain representations and corrpl i ance with certain covenants, interest 
on the Refunding Bonds is excluded from gross incorre for federal income tax purposes under Section 103 
of the Internal Revenue Code of 1986 (the" Code'') and is exernpt from State of California personal i ncorre 
taxes. Bond Counsel is of the further opinion that interest on the Refunding Bonds is not a specific 
preference itern for purposes of the federal individual or corporate alternative rninirnurn taxes, although 
Bond Counsel observes that such interest is included in acjjusted current earnings when calculating 
corporate alternative rni ni rnurn taxable i ncome. A complete COP{ of the proposed forrn of opinion of Bond 
Counsel is set forth i n Appendix D hereto. 

To the extent the issue price of any maturity of the Refunding Bonds is less than the arnountto be 
paid at maturity of such Refunding Bonds (excluding amounts stated to be interest and payable at least 
annually over the terrn of such Refunding Bonds), the difference constitutes "original issue discount," the 
accrual of which, to the extent properly al I ocabl e to each B enefi ci al OWnerthereof, is treated as i nterest on 
the Refunding Bonds which is excluded frorn gross income for federal incorre tax purposes and State of 
California personal incorretaxes. For this purpose, the issue price of a particular maturity of the Refunding 
Bonds is the first price at which a substantial arnount of such rraturity of the Refunding Bonds is sold to 
the public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of 
underwriters, pl acerrent agents or wholesalers) . The ori gi nal issue discount with respect to any rraturi ty of 
the Refunding Bonds accrues daily over the terrn to maturity of such Refunding Bonds on the basis of a 
constant interest rate compounded seniannually (with straight-line interpolations between compounding 
dates). The accruing original issue discount is added to the acjjusted basis of such Refunding Bonds to 
deternine taxable gain or loss upon disposition (including sale, redemption, or payrrent on rraturity) of 
such Refunding Bonds. Beneficial owners of the Refunding Bonds should consult their cwn tax acwisors 
with respect to the tax consequences of cwnership of Refunding Bonds with original issue discount, 
including the treatrrent of Beneficial owners who do not purchase such Refunding Bonds in the original 
offering to the public at the first price at which a substantial arnount of such Refunding Bonds is sold to the 
public. 

Refunding Bonds purchased, whether at original issuance or otherwise, for an arnount higherthan 
their principal arnount payable at rraturity (or, in sorre cases, at their earlier call date) (" Preni urn Bonds") 
wi 11 be treated as havi ng arnorti zabl e bond preni um No deduction is al I cwabl e for the arnorti zabl e bond 
preni urn in the case of obi i gati ons, Ii ke the Prerni urn Bands, the interest on which is excluded frorn gross 
income for federal incorre tax purposes. Hcwever, the arnount of tax-exernpt interest received, and a 
Beneficial owner's basis in a Preniurn Bond, will be reduced b,t the arnount of armrtizable bond preniurn 
properly allocable to such Beneficial owner. Beneficial owners of Preniurn Bonds should consult their 
cwn tax acwisors with respect to the proper treatrrent of arnortizable bond preniurn in their particular 
ci rcurnstances. 

The Code i rnposes various restrictions, conditions and requi rerrents rel ati ng to the excl usi on from 
gross income for federal incorre tax purposes of interest on obligations such as the Refunding Bonds. The 
District has rrade certai n representations and covenanted to corrply with certai n restrictions, conditions and 
requirerrents designed to ensure that interest on the Refunding Bonds will not be included in federal gross 
income. Inaccuracy of these representations or fai I ure to comply with these covenants rray result in interest 
on the Refunding Bands being included in gross income for federal i ncorre tax purposes, possibly from the 
date of original issuance of the Refunding Bonds. The opinion of Bond Counsel assurres the accuracy of 
these representations and cornpl i ance with these cOJenants. Bond Counsel has not undertaken to deterni ne 
( or to i nforrn any person) whether any actions taken ( or not taken) , or events occurri ng ( or not occurri ng), 
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or any other rraners coming to B ond Counsel's anenti on after the date of issuance of the Refunding Bands 
rray adversely affect the value of, or the tax status of interest on, the Refunding Bonds. Accordingly, the 
opinion of Bond Counsel is not intended to, and rray not, be relied upon in connection with any such 
actions, events or rraners. 

Although Bond Counsel is of the opinion that interest on the Refunding Bonds is excluded from 
gross income for federal i ncon-e tax purposes and is exempt from State of California personal income taxes, 
the cwnership or disposition of, or the accrual or receipt of amounts treated as interest on, the Refunding 
Bonds rray otherwise affect a Beneficial owner's federal, state or local tax liability. The nature and extent 
of these ct her tax consequences depends upon the particular tax status of the B enefi ci al owner or the 
B enefi ci al owner's other i terns of i ncon-e or deduction. B ond Counsel expresses no opi ni on regarding any 
such other tax consequences. 

Current and future legislative proposals, if enacted into law, clarification of the Code or court 
decisions rray cause interest on the Refunding Bonds to be sul::iject, directly or indirectly, in whole or in 
part, to federal income taxation or to be sul::iject to or exempted from state income taxation, or otherwise 
prevent Beneficial owners from realizing the full current benefit of the tax status of such interest. The 
introduction or enactn-ent of any such I egi sl ative proposals or cl ari fi cation of the Code or court decisions 
rray also affect, perhaps significantly, the rrarket price for, or rrarketability of, the Refunding Bonds. 
Prospective purchasers of the Refunding Bonds should consult their cwn tax acwisors regarding the 
potential impact of any pending or proposed federal or state tax legislation, regulations or litigation, as to 
which Bond Counsel is expected to express no opinion. 

The opinion of Bond Counsel is based on current legal authority, cOJers certain rraners not directly 
addressed b,t such authorities, and represents Bond Counsel's j udgn-ent as to the proper treatn-ent of the 
Refunding Bands for federal income tax purposes. It is not binding on the Internal Revenue Service(" I RS") 
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 interpretatiai thereof or the enforcen-ent thereof b,t the I RS. The District has cOJenanted, hcwever, to 
comply with the requi ren-ents of the Code. 

Bond Counsel's engagen-ent with respect to the Refunding Bonds ends with the issuance of the 
Refunding Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the District or 
the Beneficial owners regarding the tax-exempt status of the Refunding Bonds in the event of an audit 
examination b,t the I RS. U nder current procedures, parties otherthan the District and its appoi nted counsel, 
including the Beneficial owners, would have little, if any, right to participate in the audit exanination 
process. MoreOJer, because achieving judicial revie.v in connection with an audit examination of tax
exempt bonds is difficult, obtaining an independent revie.v of IRS positions with which the District 
legitimately disagrees, rray not be practicable. Any action of the I RS, including but not linited to selection 
of the Refunding Bonds for audit, or the course or result of such audit, or an audit of bonds presenting 
sinilar tax issues rray affect the rrarket price for, or the rrarketability of, the Refunding Bonds, and rray 
cause the District orthe Beneficial owners to incur significant expense. 
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OTHER LEGAL MATTERS 

Legal Opinion 

The validity of the Refunding Bonds and certain other legal rraners are sul::iject to the approving 
opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the District. Bond Counsel expects to 
deliver an opinion with respect to the Refunding Bonds atthe time of issuance substantially in the form set 
forth in Appendix D hereto. Bond Counsel, as such, undertakes no responsibility for the accuracy, 
completeness or fairness of this Official Statement. Certain legal rranerswill be passed upon for the District 
b,t Orrick, Herrington & Sutcliffe LLP, as Disclosure Counsel to the District, and for the Underwriters b,t 
Kutak Rock LLP, Denver, Colorado. 

Legality for Investment in California 

Underthe prOJisions of the California Financial Code, the Refunding Bonds are a legal investment 
for commercial banks in California to the extent that the Refunding Bonds, in the informed opinion of the 
bank, are prudent for the investment of funds of depositors, and, under prOJisions of the California 
GOJernment Code, the Refunding Bonds are eligible securities for deposit of public moneys in the State. 

Continuing Disclosure 

The District has cOJenanted forthe benefit of the holders and Beneficial owners of the Refunding 
Bonds to pro.!ide, or to cause to be pro.!ided, to the Municipal Securities Rulerraking Board through its 
Electronic Municipal Market Access system or such other electronic system designated b,t the Municipal 
Securities Rulerraking Board (the "EMMA System'') certain annual financial inforrration and operating 
data relating to the District (the "Annual Report") b,t not later than nine months follcwing the end of the 
District's fiscal year (currently endingJ une 30), commencing with the report for the 2016-17 fiscal year 
(which is due no I aterthan A pri I 1, 2018) and notice of the occurrence of certai n enumerated events (" Notice 
Events") in a timely manner not in excess often business days afterthe occurrence of such a Notice Event. 
The specific nature of the i nforrrati on to be contained i n the Annual Report and the notices of Notice Events 
is set forth in APPENDIX E - "FORM OF CONTINUING DISCLOSURE CERTIFICATE." These 
cOJenants have been made in order to assist the Underwriters in complying with Rule 15c2-12(b)(5) (the 
"Rule") of the Securities and Exchange Comnission (the "SEC"). 

In the past five years, the District failedtotimely file notice of a rating change and in one instance 
the District failed to associate an underlying rating change notice with all of the CUSI P numbers for the 
District's outstanding general obligation bonds. 

Applied Best Practices, LLC currently serves as the District's dissenination agent for each of its 
continuing disclosure undertakings pursuanttothe Rule. 

Litigation 

No I i ti gati on is pendi ng or threatened concerni ng or contesti ng the validity of the R efundi ng Bands 
or the District's ability to receive advaloremtaxes andtocollect other revenues, orcontestingthe District's 
ability to issue and retire the Refunding Bonds. The District is not aware of any litigation pending or 
threatened questioning the political existence of the District or contesting the title to their offices of District 
officers who will execute the Refunding Bonds or District officials who will sign certifications relating to 
the Refunding Bonds, or the pcwers of those offices. A certificate (or certificates) to that effect will be 
furnished to the Underwriters at the ti me of the original delivery of the Refunding Bands. 
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The District is occasionally suqject to lawsuits and claims. In the opinion of the District, the 
aggregate arrount of the uninsured liabilities of the District under these I.M'suits and claims will not 
rrnteri ally affect the financial position or operati ans of the District. 

ESCROW VERIFICATION 

The arithrretical accuracy of certain corrputations included in the schedules prOJided b,t the 
U nderwri ters rel ati ng to the corrputati on of prqj ected receipts of pri nci pal and interest on the defeasance 
securities, and the prqj ected payrrents of pri nci pal , rederrpti on preni um, if any, and i nterest to reti re the 
Prior Bonds to be refunded will be verified b,t Causey, Demgen & Moore P.C., Denver, Colorado (the 
"Verification Agent"). Such corrputations will be based solely on assumptions and information suppiied 
b,t the District and the Underwriters. The Verification Agent will restrict its procedures to verifying the 
ari thrreti cal accuracy of certain computati ans and wi 11 not make any study to eval uate the assumpti ans and 
information on which the computations are based, and will express no opinion on the data used, the 
reasonableness of the assumptions or the achi evabi Ii ty of the prqj ected outcorre. 

MISCELLANEOUS 

Ratings 

Moody's Investors Service and S& P GI obal Ratings have assigned their respective ratings of" Aaa'' 
and "AA+' to the Refunding Bonds. Rating agencies generally base their ratings on their cwn 
i nvesti gati ons, studies and assurrpti ans as wel I as i nformati on and rrnteri al s furnished to them (which may 
include inforrrntion and materials from the District, which are not included in this Official Staterrent). The 
ratings reflect only the view of the rating agency furnishing the same, and any explanation of the 
significance of such rati ngs should be obtained only from the rating agency prOJi di ng the sarre. Such rati ngs 
are not a recomrrendation to buy, sell or hold the Refunding Bonds. There is no assurance that any rating 
will continue for any given period of tirre or that it will not be revised dcwnward or withdrawn entirely b,t 
the rati ng agency providing the sarre, if, in the j udgrrent of such rating agency, ci rcumstances so warrant. 
Any such dcwnward revision or withdr.M'al of a rating may have an adverse effect on the market price of 
the Refunding Bonds. Neitherthe Underwriters nor the District has undertaken any responsibility afterthe 
offering of the Refunding Bonds to assure the maintenance of the ratings orto oppose any such revision or 
withdrawal. 

Professionals Involved in the Offering 

Orrick, Herrington & Sutcliffe LLP is acting as Bond Counsel and Disclosure Counsel with respect 
to the Refunding Bonds, and will receive compensation from the District contingent upon the sale and 
delivery of the Refunding Bonds. Fieldman, Rolapp& Associates, Inc. is acting as the District's Municipal 
Acwisorwith respect to the Refunding Bonds. Payrrent of the fees and expenses of the Municipal Acwisor 
is also contingent upon the sale and delivery of the Refunding Bonds. 

Underwriting 

The Refunding Bonds are being purchased for reoffering to the public b,t Stifel, Nicolaus & 
Company, Incorporated, on its cwn behalf and as representative of Raymond James & Associates, Inc. 
(collectively, the "Underwriters"), pursuant to the terms of a bond purchase agreerrent executed onJ uly 
13, 2017, b,t and between the Underwriters and the District (the" PurchaseAgreerrent"). The Underwriters 
have agreed to purchase the Refunding Bonds at a price of $85,002,764.58 (representing the aggregate 
initial principal amount of the Refunding Bonds, plus an original issue preniumof $4,639,509.95, and less 
an Underwriters' discount of $201,411.67). The Purchase Agreerrent prOJides that the Underwriters wi II 
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purchase all of the Refunding Bonds, sul::iject to certain terms and conditions set forth in the Purchase 
Agreement, incl udi ng the approval of certai n I egal n-atters b,t counsel . 

The Underwriters may offer and sell the Refunding Bonds to certain dealers and others at prices 
I ewer than the public offering prices shewn on the inside front cOJer i:age of this Official Statement. The 
offering prices n-ay be changed from ti me to ti me b,t the Underwriters. 

[Ren-ainder of Page Left Blank] 
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ADDITIONAL INFORMATION 

The purpose of this Official Staterrent is to supply inforrration to purchasers of the Refunding 
Bonds. Quotations from and sumrraries and explanations of the Refunding Bonds and of the statutes and 
docurrents contai ned herein do not purport to be comp! ete, and reference is made to such docurrents and 
statutes for ful I and cornpl ete staterrents of their prOJi si ons. 

Any staterrents in this Official Staterrent involving matters of opinion, whether or not expressly 
so stated, are intended as such and not as representations of fact. This Official Staterrent is not to be 
construed as a contract or agreerrent between the District and the purchasers or owners of any of the 
Refunding Bonds. 

The District has duly authorized the delivery of this Official Staterrent. 
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APPENDIX A 

INFORMATION RELATING TO THE DISTRICT'S OPERATIONS AND BUDGET 

The inforrration in this appendix concerning the operations of the Ne\\,1]0rt-Mesa Unified School 
District (the" District"), the District's finances, and State of California (the" State") funding of education, 
is prOJided as supplementary inforrration only, and it should not be inferred from the inclusion of this 
inforrration in this Official Statement that the principal (or, in the case of Capital Appreciation Bonds, 
accreted value) of or interest on the Refunding Bonds is payable from the general fund of the District or 
from State revenues. The Refunding Bonds are payable from the proceeds of an ad valorem tax approved 
b,t the voters of the District pursuant to all applicable law; and State Constitutional requirements, and 
required to be levied b,t the County of Orange on property within the District in an amount sufficient for 
the timely payrrent of principal (or, in the case of Capital Appreciation Bonds, accreted value) of and 
interest on the Refunding Bonds. See" SECURllY AND SOURCE OF PAYMENT FOR THE REFUNDING 
BONDS" in the front portion of the Official Statement. 

THE DISTRICT 

Introduction 

The District began operations in 1966. The District serves the cities of Ne.vport Beach and Costa 
Mesa and aqjacent unincorporated areas of the western portion of the County of Orange, California (the 
"County"), and encompasses an area of approxirrately 59 square miles. The District currently operates 
several preschools, 22 elementary schools, two intermediate schools, two middle;high schools, two high 
schools, and three alternative education centers. Total fi seal year 2016-17 enrol I ment is approxi rrately 
21, 585 students. 

Board of Education 

The District is gOJerned b,t a seven--rrember Board of Education (the" Board of Education"), each 
member of which is elected to a four-year term Elections for positions to the Board of Education are held 
every two years, alternating between three and four available positions. Currently, Board of Education 
members are elected through an at-large voting system in which each Board of Education member is 
required to reside in one of the trustee areas. Due to the extensive population grONth on the east side of the 
District, the Board of Education is wcrking tcward balancing trustee areas to each have proportionate 
population. Atthe February 28, 2017 Board of Education meeting, the Board of Educationvotedtoconduct 
publ i c heari ngs to obtai n publ i c i nput regardi ng the reaqj ustment of the trustee area boundaries. The B oard 
of Education also voted on a resolution to ITTOJe to a voting b,t trustee area, beginning with the NOJember 
2018 election. The discussions regardi ng trustee area boundaries are ongoi ng, and changes to trustee areas 
would not impact the school boundary rrap. 

On July 5, 2017, the Board of Education voted to subnit to the electors of the District at the 
regularly scheduled election on NOJember 6, 2018 a proposal to limit members of the Board of Education 
to three consecutive four-year terms with the option to return to the Board of Education after a break in 
service. 

The management and policies of the District are adninistered b,t a Superintendent appointed b,t 
the Board of Education who is responsible for day to day District operations as well as the supervision of 
the District's other key personnel. 
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NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Narre 

Karen Y elsey 
Vicki Snell 

Charlene M etO{er 
Dana Black 

Walt Davenport 
Martha Fluor 
Judy Franco 

Board of Education 

Office 

President 
Vice President 

Clerk 
Member 
Member 
Member 
Member 

Superintendent and Business Services Personnel 

Term Expires 

NOJember 2018 
NOJember 2020 
NOJember 2018 
NOJember 2020 
NOJember 2018 
NOJember 2020 
NOJember 2018 

The Superintendent of the District is appointed 0y the Board of Education and reports to the Board 
of Education. The Superintendent is responsible for managerrent of the District's day-to-day operations 
and supervises the work of other key District adninistrators. Information concerning the Superintendent 
and Chief Financial Officer is set forth belcw. 

Dr. Frederick Navarro, Superintendent. A lifelong educator, Dr. Fred Navarro started his career 
as a teacher in the Long Beach Unified School District. He was appointed to serve as superintendent of 
Ne.vport-Mesa Unified School District on August 1, 2012. Dr. Navarro has a wide range of experience 
having served in several positions during his career from activities director, to assistant director of human 
resources, niddle and high school principal, assistant superintendent of education, and superintendent of 
the Lennox School District in Los Angeles County. He earned his teaching credential at California State 
University Doninguez Hills and has twoacwanced degrees from the University of California, Los Angeles. 

J efferyS. Trader, Executive Director, Chief Financial Officer. Mr. Trader is in his 2<Jhyearwith 
the District. Additionally, his career includes experience in the petroleum, retail and telecommunications 
industries. Mr. Trader currently serves on the Board of the Southern Orange County Property and Liability 
Joint Pcwers Authority. Mr. Trader earned an undergraduate degree from Brigham Young University, a 
graduate degree from Pepperdine University, and is a Certified Chief Business Official 0y the California 
Association of School Business Officials. 

DISTRICT FINANCIAL MATTERS 

State Funding of Education; State Budget Process 

General. As is true for all school districts in California, the District's operating incorre consists 
primarily of two components: a State portion funded from the State's general fund in accordance with the 
Local Control Funding Formula (see"- Allocation of State Funding to School Districts; Local Control 
Funding Formula'' herein) and a local portion derived from the District's share of the 1% local advalorem 
tax authorized by the State Constitution (see"- Local Sources of Education Funding" herein). In addition, 
school districts may be eligible for other special categorical funding from State and federal governrrent 
programs. The District has budgeted to receive approximately 10.46% of its general fund revenues from 
State funds (not including the local portion derived from the District's share of the local ad valoremtax), 
budgeted at approximately $30.77 nillion in fiscal year 2017-18. Such amount includes both the State 
funding provided under the LCFF as well as other State revenues (see "-Allocation of State Funding to 
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School Districts; Local Control Funding Formula - Attendance and LCFF" and "-Other District Revenues 
- Other State Revenues" belew). The District is a cormunity funded district, which rreans that it receives 
a minimal amount of general financial support from the State and the District is funded primarily b,t I ocal 
property tax collections, which derive from the 1% countywide property tax levy required b,t statute. 
Hewever, decreases or deferrals in State revenues, or in State legislative appropriations made to fund 
education, may affect the District's revenues and operations. 

Under Proposition 98, a constitutional and statutory arrendrrent adopted b,t the State's voters in 
1988 and arrended b,t Proposition 111 in 1990 (new 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 prOJide direct elerrentary and secondary instructional programs. Recent years 
have seen frequent disruptions in State personal income taxes, sales and use taxes, and corporate 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 prOJiding 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 atthe center of annual budget negotiations and acjjustrrents. 

In connection with the State Budget Act for fiscal year 2013-14, the State and local education 
agencies therei n i mpl errented a ne.v funding for mu I a for school fi nance system cal I ed the Local Control 
Funding Formula(the" Local Control Funding Formula'' or" LCFF"). Funding from the LCFF replaced the 
revenue Ii nit funding system and most categorical programs. See" -Allocation of State Funding to School 
Districts; Local Control Funding Formula'' herein for more information. 

State Budget Process. According to the State Constitution, the GOJernor must propose a budgetto 
the State Legislature no later thanJ anuary 1 Oof each year, and a final budget must be adopted no laterthan 
June 15. The budget requires a simple majority vote of each house of the State Legislature for passage. The 
budget becomes law upon the signature of the GOJernor, who may veto specific items of expenditure. A 
two-thirds vote of the State Legislature is required to OJerride any veto b,t the Governor. School district 
budgets must generally be adopted b,t J uly 1, and revised b,t the school board within 45 days after the 
G OJernor signs the budget act to reflect any changes i n budgeted revenues and expenditures made necessary 
b,t the adopted State budget. The Governor signed the fiscal year 2017-18 State budget onJ une 27, 2017. 

When the State budget is not adopted on tirre, 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 
consti tuti anal mandate for appropriations to school districts with out an adopted budget or errergency 
appropriation, and funds for State programs cannot be disbursed b,t the State Controller until that tirre, 
unless the expenditure is (i) authorized b,t a continuing appropriation found in statute, (ii) mandated b,t the 
State Cons ti tuti on ( such as appropriations for salaries of elected State officers), or ( i ii) mandated b,t federal 
law (such as payrrents to State workers at no more than minimum wage). The State Controller has 
consistently stated that basic State funding for schools is continuously appropriated b,t statute, but that 
special and categorical funds may not be appropriated without an adopted budget. Should the State 
Legislature fail to pass a budget or errergency appropriation before the start of any fiscal year, the District 
night experience delays in receiving certain expected revenues. The District is authorized to borrew 
temporary funds to cOJer its annual cash flew deficits, and as a result of the White v. Davis decision, the 
District might find it necessary to increase the size or frequency of its cash flew borrONings, or to borrew 
earlier in the fiscal year. The District does not expect the White v. Davis decision to have any long-term 
effect on its operati ng budgets. 

Aggregate State Education Funding. The Proposition 98guaranteedamountforeducation is based 
on prior-year funding, as acjj usted through various formulas and tests that take into account State proceeds 
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of taxes, I ocal property tax proceeds, school enrol I ment, per--capi ta personal income, and other factors. The 
State's share of the guaranteed arrount 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 guaranteed amount is funded from local 
property taxes. The total guaranteed arrount varies from year to year and throughout the stages of any given 
fi seal year's budget, from the G OJernor' s i ni ti al budget proposal to actual expenditures to post -year -€nd 
revisions, as better i nforrrati on regardi ng the various factors becomes avai I able. over the I ong run, the 
guaranteed amount will increase as enrollment and per capita personal income grew. 

If, at year-€nd, the guaranteed arrount is calculated to be higher than the amount actually 
appropriated in that year, the difference becomes an additi anal education funding obi i gation, referred to as 
"settle-up." If the arnount appropriated is hi gherthan the guaranteed arnount in any year, that higher funding 
level perrranently increases the base guaranteed arrount in future years. The Proposition 98 guaranteed 
amount is reduced in years when general fund revenue grONth I ags personal income grONth, and rray be 
suspended for one year at a ti me b,t enactment of an urgency statute. In either case, in subsequent years 
when State general fund revenues grew faster than personal income (or sooner, as the Legislature rray 
deternine), the funding level rnust be restored to the guaranteed arrount, the obligation to do so being 
referred to as " rnai ntenance factor." 

Although the California Constitution requires the State to approve a balanced State Budget Act 
each fiscal year, the State's response to fiscal difficulties in some years has had a significant irnpact upon 
the Proposition 98 ninirnurn guarantee and the treatment of settle-up payments with respect to years in 
which the Proposition 98 rni ni rnurn guarantee was suspended. The State has soughtto avoid or delay paying 
settle-up arrounts when funding has I agged the guaranteed arnount. In response, teachers' unions, the State 
Superintendent and others sued the State or GOJernor in 1995, 2005, 2009 and 2011 to force thern to fund 
schools in the full arnount required. The settlement of the 1995 and 2005 I.M'suits has so far resulted in OJer 
$4 billion in accrued State settle-up obligations. Hewever, legislation enacted to pay dONn the obligations 
through additional education funding OJer time, including the Quality Education Investment Act of 2006, 
have al so become part of annual budget negotiations, resulting in repeated acjj ustments and deferrals of the 
sett I e-up arrounts. 

The State has also sought to preserve general fund cash while avoiding increases in the base 
guaranteed annunt through various mechani srns: b,t treating any excess appropriations as advances against 
subsequent years' Proposition 98 ni ni rnurn funding I evel s ratherthan current year increases; b,t ternporari ly 
deferring apportionments of Proposition 98 funds from one fi seal year to the next; b,t perrranently deferring 
apportionments of Proposition 98 funds from one fiscal yeartothe next; b,t suspending Proposition 98, as 
the State did in fiscal year 2004-05, fiscal year 2010-11, fiscal year 2011-12 and fiscal year 2012-13; and 
b,t proposing to arnend the State Constitution's definition of the guaranteed amount and settle-up 
requirement under certain ci rcurnstances. 

The District cannot predict hew State income or State education funding will vary OJertheterrnto 
rraturity of the Refunding Bonds, and the District takes no responsibility for inforning ewners of the 
Refunding Bonds as to actions the State Legislature or GOJernor rray take affecting the current year's 
budget after its adoption. I nforrration about the State budget and State spending for education is regularly 
available at various State--rraintainedwebsites. Text of proposed and adopted budgets rray be found at the 
website of the Department of Finance, www.dof.ca.gOJ, under the heading "California Budget." An 
impartial analysis of the budget is posted b,t the Office of the Legislative Analyst at www.lao.ca.gov. In 
addition, various State of California official statements, rrany of which contain a surnrrary of the current 
and past State budgets and the irnpact of those budgets on school districts in the State, rray be found at the 
website of the State Treasurer, www.treasurer.ca.gOJ. The inforrration referred to is prepared b,t the 
respective State agency rraintaining each website and not b,t the District, and the District can take no 
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responsibility for the continued accuracy of these internet addresses or for the accuracy, corrpleteness or 
ti rrel i ness of information posted there, and such i nforrrati on is not incorporated herein b,t these references. 

2017-18 State Budget. The GOJernor signed the fiscal year 2017-18 State Budget (the" 2017-18 
State Budget") on June 27, 2017. The 2017-18State Budget sets forth a balanced budget for fiscal year 
2017-18 that prqjects approxirrately $127.88 billion in revenues, and $72.47 billion in non-Proposition 98 
expenditures and $52.63 billion in Proposition 98expenditures. The 2017-18 State Budget includes a $1.4 
billion reserve in the Special Fund for Econonic Uncertainties and adds $1.8 billion to the Proposition 2 
Budget Stabilization Account, bringing the balance to $8.5 billion in 2017-18, which is 66% of the 
constitutional target. The 2017-18 State Budget uses dedicated proceeds from Proposition 2 to l'.0-Y dcwn 
nearly $1.8 billion in i:ast budgetary borrcwing and State errployee pension liabilities. The 2017-18 State 
Budget also includes a $6 billion supplerrental pc1yrrent to CalPERS (as defined herein) through a loan 
from the Surplus Money lnvestrrent Fund that the GOJernor expects will reduce unfunded liabilities and 
stabilize state contribution rates. The State's General Fund share of the rei:ayrrent will come from 
Proposition 2' s revenues dedicated to reducing debts and I ong-term I i abi Ii ti es. 

Certain budgeted acjjustrrents for K-12 education set forth in the 2017-18State Budget include the 
follcwing: 

Local Control Funding Formula. The 2017-18State Budget includes an increase of almost 
$1.4 billion in Proposition 98general funds tocontinuethe State's transition to LCFF. The 
LCFF comnits most new funding to school districts serving English language learners, 
students from lcw--incorre families, and youth in foster care. The GOJernor expects this 
increase wi 11 bring the forrnul a to approxi rrately 97 percent of ful I i mpl errentati on. 

One--Tirre Discretionary Grants. The 2017-18 State Budget includes an increase of $877 
nillion in Proposition 98 general fund to provide school districts, county offices of 
education, and charter schools with discretionary resources to support critical i nvestrrents 
at the local level. These funds can be used for activities such as deferred rraintenance, 
professi anal devel oprrent, i nducti on for begi nni ng teachers, i nstructi anal materials, 
technology, and the implerrentation of mw educational standards. Funds received b,t K-
12 I ocal educati anal agencies wi 11 first satisfy any outstandi ng cl ai ms for rei mburserrent 
of State--rrandated local program costs for any fiscal year, but the 2017-18 State Budget 
authorizes the gOJerni ng boards of school districts to expend these one-ti rre funds for any 
purpose. 

After School and Education Safety ("ASES") Program The 2017-18State Budget includes 
an increase of $50 million in Proposition 98 general funds to increase prOJider 
reimburserrent rates for the AS ES program, bringing the total spending to $600 nil lion of 
Proposition 98 general funds. 

Teacher Workforce. The 2017-18 State Budget includes a cornbi ned increase of $41.3 
nil lion one-tirre ($30 nil lion one-tirre in Proposition 98 general fund and $11.3 nillion 
in one-tirre federal Title II funds) to fund several programs airred at recruiting and 
developing addi ti anal teachers and school I eaders, with particular emphasis on key 
shortage areas such as special education, rrath, science, and bilingual education. Specific 
i nvestrrents i ncl ude: 

o California Educator Developrrent Program. The 2017-18 State Budget includes 
an increase of $11.3 nillion in one-tirre federal Title II funds for a one-tirre 
competitive grant program designed to assist I ocal educati anal agencies in 
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attracting and supporting the preparation and continued learning of teachers, 
principc1.ls, and other school leaders in high-need sul::ijects and schools. 

o Classified School Emplcyees Credentialing Program The 2017-18 State Budget 
includes an increase of $25 nillion in one-time Proposition 98 general funds, 
available for five years, to support a second cohort of the California Classified 
School E mpl O{ees Credentialing Program established in the State's 2016 Budget 
Act. The program will provide grants toK-12 local educational agencies to support 
recruitment of non-certificated school empl O{ees to pc1.rti ci pc1.te in a teacher 
preparation program and become certificated cl ass room teachers in California 
publ i c schools. 

o Bilingual Professional DeveloprrentProgram The2017-18StateBudgetincludes 
an increase of $5 nillion one-time Proposition 98 general funds for one-time 
competitive grants to support professional development for teachers and 
paraprofessionals seeking to prOJide instruction in bilingual and multilingual 
settings. 

County Office of Education Accountability Assistance. The 2017-18 State Budget 
includes an increase of $7 nil lion in Proposition 98 general funds on an ongoing basis to 
support county office Local Control and Accountability Plan review and technical 
assistance workload. Specifically, this funding will be distributed proportionally to 24 
county offices currently funded at their LCFF target level on a per district basis with no 
county receiving less than $80,000. The 2017-18 State Budget directs the State to aqjust 
such amounts b,t the cost of living annually commencing with fiscal year 2018-19. The 
2017-18 State Budget also requires county superintendents of schools to prepare a 
summary of hew the county office of education will support school districts and schools 
within the county, and work with the California Collaborative for Education Excellence, 
the California Depc1.rtment of Education and other county offices of education. 

K-12 Mandate Block Grant. The 2017-18State Budget includes an increase of $3.5 million 
in Proposition 98 general funds, which is the result of a cost-of-living aqjustment for the 
block grant. The 2017-18 State Budget also adds two additional mandated programs to the 
block grant for 2017-18, the California Assessment of Student Performance and Progress 
program and the T raining for School E mpl O{ee Mandated Reporters program 

California Equity Performance and lrrprOJement Program. The 2017-18 State Budget 
includes an increase of $2. 5 ni 11 ion in one-ti me Proposition 98 general funds to support 
and bui Id capc1.ci ty within I ocal educati anal agencies and the State Depc1.rtment of Education 
to promote equity in California public schools. The 2017-18 State Budget directs the 
Superintendent of Public Instruction to apportion the funds to at least two designated lead 
agencies, which shal I be county offices of education. 

Refugee Student Support. The 2017-18 State Budget appropriates $10 nil lion for fiscal 
year 2017-18 from the State's General Fund to the California Depc1.rtment of Social 
Services in orderto prOJide additional services for refugee pupils b,t allocating funding to 
school districts impc1.cted b,t significant numbers of refugee pupils and other eligible 
populations served b,t the federal Office of Refugee Resettlement based on the eligibility 
criteria and allocation methodology set forth for the federal Refugee School Impact 
program. The 2017-18 State Budget directs the State to appropriate an equal amount for 
grants in fiscal years 2017-18, 2018-19, and 2019-20. 
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K-12 School Facilities Program Accountability. The 2017-18 State Budget requires that 
prqjects funded underthe Office of Public School Construction's School Facility Program 
be sul::iject to expenditure audits in the annual K-12 audit guide. Accordingly, any local 
educati anal agency that receives specified funds relating to school faci I ity prqj ects wi 11 be 
required to annually report a detailed list of all expenditures of State funds, including 
interest, and of the I ocal educati anal agency's mate hi ng funds for cornpl eted prqj ects unti I 
al I State funds, including interest, al I of the I ocal educational agency's matching funds, and 
savings achieved, including interest, are expended in accordance with State law. To help 
facilitate compliance with this requirement, the 2017-18 State Budget authorizes 
participclting local educational agencies to rei:av any audit findings with local funds. 

District of Choice Program Extension. If a school district is designated as a District of 
Choice it must agree to accept interested students regardless of their academe abilities or 
personal characteristics. In addition, interested students generally do not need to seek 
pernission from their home districts to attend a District of Choice. The 2017-18 State 
Budget extends the district of choice program, due to sunset in 2018, 0y six years and adds 
various oversight and accountability requirements for participating districts. 

The complete 2017-1 8 State B udget is avai I abi e from the Cal if orni a Department of Fi nance website 
at www.dof.ca.gOJ. The District can take no responsibility for the continued accuracy of this internet 
address or for the accuracy, completeness or timeliness of information posted therein, and such information 
is not i ncorporated herein 0y such reference. 

Future Budgets and Budgetary Actions. The District cannot predict what future actions will be 
taken 0y the State L egi sl ature and the Governor to address changi ng State revenues and expenditures or the 
impact such actions will have on State revenues available in the current or future years for education. The 
State budget will be affected 0y national and State econonic conditions and other factors beyond the 
District's ability to predict or 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 2017-18 and in future fiscal 
years. Certain factors, like an economic recession, could result in State budget shortfalls in any fiscal year 
and could have a material adverse financial impact on the District. As the Refunding Bonds are payable 
from ad valorem property taxes, the State budget is not expected to have an impact on the payment of the 
Refunding Bonds. 

Prohibitions on Diverting Local Revenues for State Purposes. Beginning in 1992--93, the State 
satisfied a portion of its Proposition 98 obligations 0y shifting part of the property tax revenues otherwise 
belonging to cities, counties, special districts, and redevelopment agencies, to school and community 
college districts through a local Educational Revenue Augmentation Fund(" ERAF") in each county. Local 
agencies, ol::ijecting to invasions of their local revenues 0y the State, sponsored a statewide ballot initiative 
intended to eliminate the practice. In response, the State Legislature proposed an amendment to the State 
Constitution, which the State's voters approved as Proposition lA at the NOJember 2004 election. That 
measure was generally superseded 0y the passage of a new initiative constitutional amendment at the 
NOJember 2010election, kncwn as "Proposition 22." 

The effect of Proposition 22 is to prohibitthe State, even during a period of severe fiscal hardship, 
from delaying the distribution of tax revenues for transportation, redevelopment, or local government 
prqjects and services. It prevents the State from redirecting redevelopment agency property tax increment 
to any other local government, including school districts, or from temporarily shifting property taxes from 
cities, counties and special districts to schools, as in the ERAF program This is intended to, among other 
things, stabilize local government revenue sources 0y restricting the State's control OJer local property 
taxes. One effect of this amendment wi 11 be to deprive the State of fuel tax revenues to i:av debt service on 
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rrost State bonds for transportation prqjects, reducing the annunt of State general fund resources available 
for other purposes, i ncl udi ng education. 

Prior to the passage of Proposition 22, the State invoked Proposition lA to divert $1.935 billion in 
I ocal 1:rnperty tax revenues i n 2009-1 O from cities, counties, and special districts to the State to offset State 
general fund spending for education and other programs, and included another diversion in the adopted 
2009-10 State budget of $1.7 billion in local property tax revenues from local redevelopment agencies, 
which local redevelopment agencies have new been dissolved (see "CONSTITUTIONAL AND 
STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND APPROPRIATIONS -
Assembly Bill No. 26 & California Redevelopment Association v. Matosantos" herein). Redevelopment 
agencies had sued the State OJer this latter diversion. Hcwever, the lawsuit was decided against the 
California Redevelopment Association on May 1, 2010. Because Proposition 22 reduces the State's 
authority to use or shift certain revenue sources, fees and taxes for State general fund purposes, the State 
will have to take other actions to balance its budget in some years-such as reducing State spending or 
increasing State taxes, and school and community college districts that receive Proposition 98 or other 
funding from the State wi 11 be nnre directly dependent upon the State's general fund. 

Allocation of State Funding to School Districts; Local Control Funding Formula. Prior to the 
implementation of the Local Control Funding Formula in fiscal year 2013-14, under California Education 
Code Section 42238 and follcwing, each school district was deternined to have a target funding level: a 
"base revenue Ii mit" per student multi pl i eel b,t the district's student enrol I ment measured in units of average 
daily attendance. The base revenue Ii nit was calculated from the district's prior-year funding level, as 
aqjusted for a number of factors, such as inflation, special or increased instructional needs and costs, 
employee retirement costs, especially lcw enrollment, increased pupil transportation costs, etc. Generally, 
the annunt of State funding allocated to each school district was the annunt needed to reach that district's 
base revenue Ii nit after taking into account certain other revenues, in particular, locally generated property 
taxes. This is referred to as State" equalization aid." To the extent local tax revenues increased due to grONth 
in local property assessed valuation, the additional revenue was offset b,t a decline in the State's 
contribution; ultimately, a school district whose I ocal property tax revenues exceeded its base revenue I i mit 
was entitled to receive no State equalization aid, and received only its special categorical aid, which is 
deemed to include the" basic aid' of $120 per student per year guaranteed b,t Article IX, Section 6 of the 
Constitution. Such districts were kncwn as" basic aid districts," which are new referred to as "community 
funded districts." School districts that received some equalization aid were comnnnly referred to as 
"revenue Ii nit districts," which are new referred to as "LCFF districts." The District is a community funded 
district. As such, the District receives a minimal amount of general financial support from the State, and 
local property tax collections are the primary funding source for the District. 

Beginning in fiscal year 2013-14, the LCFF replaced the revenue limit funding system and rrost 
categorical programs, and distributes combined resources to school districts through a base grant ("Base 
Grant'') per unit of average daily attendance ("A.DA.") with additional supplemental funding (the 
"Supplemental Grant'') al I ocated to I ocal educati anal agencies based on their proportion of English 
language learners, students from lcw--income families and foster youth. The LCFF has an eight year 
i mpl ementati on program to incrementally close the gap between actual funding and the target I evel of 
funding, as described belcw. The LCFF includes the follcwing components: 

• A Base Grant for each local education agency ("LEA"). The Base Grants are based on four 
uniform, grade-span base rates. For fiscal year 2016-17, the LCFF prOJided to school 
districts and charter schools: (a) a Target Base Grant for each LEA equivalent to $7,820 
per A.DA. for kindergarten through grade 3; (b) a Target Base Grant for each LEA 
equivalent to $7, 189 per A.D.A. for grades 4 through 6; (c) a Target Base Grant for each 
LEA equivalent to $7,403 per A.D.A. for grades 7 and 8; (cl) a Target Base Grant for each 
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LEA equivalent to $8,801 per A.D.A. for grades 9 through 12. Hcwever, the amount of 
actual funding al I ocated to the Base Grant, Suppl errental Grants and Concentration Grants 
will be sul::iject to the discretion of the State. This amount includes an acjjustrrent of 10.4% 
to the Base Grantto support lcwering class sizes in grades K-3, and an acjjustrrent of 2.6% 
to reflect the cost of operati ng career technical education programs in grades 9-12. 

• A 2<J36 Supplerrental Grant for the unduplicated number of English language learners, 
students from I cw--i ncorre fani I i es and foster youth to reflect i ncreased costs associated 
with educating those students. 

• An additional Concentration Grant of up to 5(1)6 of a LEA's Base Grant, based on the 
number of E ngl i sh I anguage I earners, students from I cw--i ncorre fani Ii es and foster youth 
served b,t the LEA that comprise more than 55% of enrollrrent. 

• An Economic R ecOJery Target ( the " ER T") that is i ntended to ensure that al most every 
LEA receives at leasttheir pre,ecession funding level (i.e., the fiscal year 2007-08 revenue 
Ii nit per unit of A.DA.), acjjusted for inflation, at full implerrentation of the LCFF. Upon 
full implerrentation, LEAs would receive the greater of the Base Grant or the ERT. 

Under LCFF, for community funded districts, local property tax revenues would be used to offset 
up to the entire al I ocati ai underthe new formula. H cw ever, community funded districts would continue to 
receive the sarre level of State aid as allocated in fiscal year 2012-13. 

Local Control Accountability Plans. A feature of the LCFF is a system of support and intervention 
for I ocal educati anal agencies. School districts, county offices of education and charter schools are required 
to develop, implerrent and annually update a three-year local control and accountability plan ("LCAP"). 
Each LCAP must be developed with input from teachers, parents and the community, and should describe 
local goals as they pertain to eight areas identified as state priorities, including student achieverrent, parent 
engagerrent and school climate, as wel I as detai I a course of action to attain those goals. M oreOJer, the 
LCAPs must be designed to align with the district's budgetto ensure adequate funding is allocated forthe 
planned actions. 

Each school district must subnit its L CAP annually on or beforeJ uly 1 for appro.!al b,t its county 
superintendent. The county superintendent then has until August 15 to seek clarification regarding the 
contents of the LCAP, and the school district must respond in writing. The county superintendent can 
subni t recomrrendati ons for amen di ng the L CAP, and such recomrrendati ons must be considered, but are 
not mandatory. A school district' s L CAP must be apprOJed b,t its county superi ntendent b,t October 8 of 
each year if such superintendent finds (i) the LCAP adheres to the State template, and (ii) the district's 
budgeted expenditures are sufficientto implerrentthe strategies outlined in the LCAP. 

Performance evaluations are to be conducted to assess progress tcward goals and guide future 
actions. County superintendents are expected to revie.v and provide support to the school districts under 
their jurisdiction, while the State Superintendent of Public Instruction performs a corresponding role for 
county offices of education. The California Collaborative for Education Excellence (the "Collaborative''), 
a newiy established body of educational specialists, was created to adJise and assist local education 
agencies in achieving the goals identified in their LCAPs. For local education agencies that continue to 
struggle i n rreeti ng their goals, and when the Col I aborative i ndi cat es that additi anal intervention is needed, 
the State Superintendent of Public Instruction would have authority to make changes to a local education 
agency's LCAP. 
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Attendance and Base Revenue Limit. The follcwing table sets forth the District's actual A.D.A., 
enrollment and base revenue linit per unit of A.D.A. for fiscal years 2011-12 and 2012-13 for grades 
kindergarten through grade 12, including special education. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Average Daily Attendance, Enrollment and Funded Base Revenue Limit 
Fiscal Years 2011-12 and 2012-13 

Fiscal Year 

2011-12131 
2012-13141 

--------------------

Average Daily 
Attendancel11 

20,871 
21,025 

Enrol I mentl21 

21,803 
21,850 

(l) A.DA. for the second periOO of atterdance, typically in mid-April of each sch:x:il year. 

Base Ra-enue Limit 
Per Unit of Average 

Daily Attendance 

$6,399.90 
6,542.90 

(2l Reflects enrollment as of O:::tober rep::irt submitted to the California Basic Edu:::ational Data System ("CB EDS") in 
each sch:Jol year. 

(3l The District had a 20.602% base re.;enue limit deficit fa:::tor ard a 2.24% cost of livitl'J cdjustment in fiscal year 
2011-12, which resulted in a furded base revenue limit of $6,542.SO. 

(4l The District had a 22.2T2% base revenue limit deficit factor and a 3.243% cost of livitl'J cdjustment in fiscal year 
2012-13, which resulted in a furded base revenue limit of $6, 187.54. 

Source: N61Vp::11t---fv1esa Unified School Di strict. 
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Attendance and LCF F. The follcwing table sets forth the District's actual and budgeted A.D.A., 
enrol I rrent (including percentage of students who are English I anguage I earners, frorn I cw--i ncorre farni Ii es 
and/or foster youth (collectively," EL/LI Students'')), and targeted Base Grant per unit of A.DA. for fiscal 
years 2013-14 through 2016-17. The A.D.A. and enrollrrent numbers reflected in the follcwing table 
include special education. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Average Daily Attendance, E nrollrnent and Targeted Base Grant 
Fiscal Years 2013-14 through 2016-17 

A.D.A.;Base Grant Enrol I ment<'' 

U ndupl icated 
Percentage of 

Fi seal Tctal Total EL;LI 
Year K-3 4-6 7-8 9-12 A.D.A. Enrollment Students 

2013-14 A.D.A.10 6.483.71 4.881.05 3.126.05 6.661.39 21.152.20 22.018 4&17% 

Targeted Base Grant<'' $6.952 $7.056 $7.266 $8,419 

2014-15 A.D.A.<n 6.479.19 4.879.67 3.130.84 6.664.07 21.153.77 21.905 47.99Yo 
Targeted Base Grant<>l31 $7.011 $7.116 $7.328 $8,491 

A.D.A.<n 6.323.07 4.785.52 3.185.56 6.692.63 20.986.78 21.736 47.95% 
2015-16 

Targeted Base Grant<><41 $7.083 $7.189 $7.403 $8,578 

2016-17 A.D.A.<n 6.124.88 4.814.57 3.202.69 6.617.71 20.759.85 21.585 47.25% 

Targeted Base Grant<><s1 $7.083 $7.189 $7.403 $8,578 

--------------------
(ll A.D.A. for the second pericxl of atterdan::::e, typically in mid-Apri I of each school year. 
(21 Su:::h am::iunts represent the targeted am::iunt of Base Grant per Lllit of A.D.A., ard do mt inclLde any supplemental ard corr::entration grants 

un:ler the LCFF. Su:::h am::iunts were mt expected to be fully furded in fiscal years 2013-14, 2014-15, 2015-16 ard 2016-17. 
(3l Targeted fiscal year 2014-15 BaseGrantaJTDurts reflect a0.85% cost--of--livitl'J adjustment from targeted fiscal year 2013-14 Base Grant am::iunts. 
(4l Targeted fiscal year 2015-16 BaseGrantaJTDurts reflect a 1.02% cost--of--livitl'J adjustment from targeted fiscal year 2014-15 Base Grant am::iunts. 
(sl Targeted fiscal year 2016-17 BaseGrantam::iurt reflectsa0.CX)% cost--of--livitl'J adjustment from targeted fiscal year 2015-16 Base Grant am::iunts. 
(5l Reflects enrollment as of O:::tober rep::irt submitted to the California Department of Education thrcugh CB EDS for the 2013-14 ard 2014-15 

sch:x:il years ard CAL PADS for the 2015-16 school year. For purposes of calculati tl'J Supplemental ard Corr::entration Grants, a sch:x:il di strict' s 
fiscal year 2013-14 percentage of urdupl icated E Lfl_l StLdents will be expressed solely asa percentage of its fi seal year 2013-14 total enrollment. 
For fiscal year 2014-15, the percentage of urduplicated EL/1-1 StLdents enrollment wi II be based on the two-year average of E L/l I StLdents 
enrollment in fiscal years 2013-14 ard 2014-15. B eginri tl'J in fiscal year 2015-16, a sch:x:il district's percentage of urduplicated E Lfl_l StLdents 
wil I be based on a rollitl'J average of su:::h sch:x:il district's E Lfl_l StLdents enrollment for the then-current fi seal year ard the t\.,\,Q immediately 
precedi tl'J fi seal years. 

Source: Nevvport---fv1esa Unified School Di strict. 

The District received approxirrately $244.79 nillion (estirrated) in aggregate revenues reported 
under LCFF sources in fiscal year 2016-17, and has budgeted to receive approximately $258.52 million in 
aggregate revenues under the LCFF in fiscal year 2017-18 (or approximately 87.93% of its general fund 
revenues in fiscal year 2017-18). Such arnount includes the supplerrental grants budgeted to be 
approximately $15.50 nillion in fiscal year 2017-18. The District does not expect to receive any 
concentration grants in fiscal year 2017-18. See" - Local Sources of Education Funding" below for a 
discussion of the District's primary revenue source. 
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Local Sources of Education Funding 

The principal corrponent of local revenues is a school district's property tax revenues, i.e., each 
district's share of the local 1% property tax, received pursuant to Sections 75 and follONing and Sections 
95 and follONing of the California Revenue and Taxation Code. California Education Code Section 
42238(h) itemizes the local revenues that are counted tONards the arnount allocated under the LCFF (and 
forrrerly, the base revenue Ii nit) before calculating hON rnuch the State rnust provide in State aid. The 
rnore local property taxes a district receives, the less State aid it is entitled to receive. Prior to the 
i rrpl errentati on of the LC FF, a school district whose I ocal property tax revenues exceeded its base revenue 
Ii nit was entitled to receive no State aid, and received only its special categorical aid which is deerned to 
include the" basic aid' of $120 per student per year guaranteed b,t Article IX, Section 6 of the Constitution. 
Such districts were knONn as "basic aid districts," which are nON referred to as "cornrnunity funded 
districts." School districts that received some State equalization aid were cornrnonly referred to as" revenue 
Ii nit districts." The District was a basic aid district and is nON referred to as a cornrnunity funded district. 

Underthe LCFF, local property tax revenues are used to offset up to the entire State aid collection 
underthe mw formula; hONever, cornrnunity funded districts would continue to receive, at a rni ni rnurn, the 
sarre level of State aid as allotted in fiscal year 2012-13. See "-Allocation of State Funding to School 
Districts; Local Control Funding F orrnula" herein for rnore inforrrntion aboutthe LCFF. 

Local property tax revenues account for approxi rrately 95.44% of the District's aggregate revenues 
reported under LCFF sources and are budgeted to be approxirrately $246.73 nil lion, or 83.92% of total 
general fund revenues in fiscal year 2017-18. 

For inforrrntion about the property taxation systern in California and the District's property tax 
base, see the sections titled- "Property Taxation System." -"Assessed Valuation of Property within the 
District," and -''Tax Charges and Delinquencies" under the caption "SECURITY AND SOURCE OF 
PAYMENT FOR THE REFUNDING BONDS." 

For a discussion of legal limitations on the ability of the District to raise revenues through local 
property taxes, see "CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT 
REVENUESANDAPPROPRIATIONS" belON. 

Effect of Changes in E nrollrrent. Changes in local property tax income and A.DA. affect LCFF 
districts and cornrnunity funded districts differently. 

In an LCFF district, increasing enrollrrent increases the total arnount distributed under the LCFF 
and thus generally increases a district's entitlerrent to State equalization aid, while increases in property 
taxes do nothing to increase district revenues, but only offsetthe State funding requi rerrent of equalization 
aid. Operati ng costs increase disproportionately sl ONiy to enrol I rrent grONth; and only at the poi nt where 
additional teachers and classroornfacil ities are needed. Deel iningenroll rrent has the reverse effect on L CFF 
districts, generally resulting in a loss of State equalization aid, while operating costs decrease slONly and 
only when, fcr exarrple, the district decides to lay off teachers or close schools. 

In cornrnunity funded districts, such as the District, the opposite is generally true: increasing 
enrollrrent increases the arrount to which the district would be entitled were it an LCFF district, but since 
all LCFF income (and rnore) is already generated b,t local property taxes, there is no increase in State 
income. M eanwhi I e, as mw students i rnpose i ncreased operati ng costs, property tax income is stretched 
further. Declining enrollrrent does not reduce property tax incorre, and has a negligible irrpact on State 
aid, but eventually reduces operating costs, and thus can be financially beneficial to a cornrnunity funded 
district. 
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Other District Revenues 

Federal Revenues. The federal go.1ernment prOJides funding for several District programs, 
incl udi ng special education programs. Federal revenues, rrost of which are restricted, cornpri se 
approxi rnately 3.66% ( or approxi rrately $10. 75 ni 11 ion) of the District's general fund budgeted revenues 
for fiscal year 2017-18. 

Other State Revenues. In addition to State apportionments for Proposition 98 funding through the 
Local Control Funding F orrnul a, the District receives other State revenues, consisting pri rrari ly of restricted 
revenues designed to implement State rrandated programs. Beginning in fiscal year 2013-14, categorical 
spending restrictions associated with a rnaj ority of State rrandated programs were el i ni nated, and funding 
for these programs was folded into LCFF. Categorical funding for certain programs was excluded frorn 
L CF F, and school districts wi 11 continue to receive restricted State revenues to fund these programs. Other 
State revenues comprise approxirrately 6.45% (or approxirrately $18.97 nil lion) of the District's general 
fund budgeted revenues for fiscal year 2017-18. 

A significant portion of such other State revenues are amounts the District expects to receive frorn 
State lottery funds, a portion of which rray 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 is prqjected at 
approximately $3,921,735 for fiscal year 2017-18. 

Other Local Revenues. In addition to ad valorern property taxes, the District receives additional 
local revenues frorn sources, such as interest income, leases and rentals, educational foundations, donations 
and sales of property. Other local revenues comprise approxirrately 1.96% (or approxirrately $5.76 
nil lion) of the District's general fund budgeted revenues for fiscal year 2017-18. 

Charter Schools 

Charter schools are largely independent schools operating as part of the public school systern 
created pursuant to Part 26.8 (beginning with Section 47600) of Division 4 of Title 2 of the California 
Education Code (the "Charter School Law''). A charter school is usually created or organized 0y a group 
of teachers, parents and cornrnunity I eaders, or a cornrnunity--based organization, and rray be apprOJed b,t 
an existing local public school district, a county board of education or the State Board of Education. A 
charter school is generally exempt frorn the I aws governi ng school districts, except where specifically noted 
in the law. The Charter School Law ackncwledges that arnong its intended purposes are to (a) pro.!ide 
parents and students with expanded choices in the types of educational opportunities that are available 
within the public school systern, (b) hold schools accountable for rreeting measurable pupil outcomes and 
pro.!i de schools a way to shift frorn a rul e--based to a perforrrance--based systern of accountabi Ii ty, and ( c) 
pro.!ide cornpetitionwithin the public school systerntostirnulate imprOJements in all public schools. 

A school district has certain fiscal oversight and other responsibilities with respect to both 
dependent and independent charter schools. Hcwever, independent charter schools that receive their 
funding directly frorn the State are generally not included in a school district's financial reports and audited 
financial statements and function Ii ke independent agencies, i ncl udi ng having control OJ er their staffing 
and budgets, which are received directly frorn the State. Dependent charter schools receive their funding 
frorn the school district and would general ly be incl uded in the school district's fi nanci al reports and audited 
financial statements. 

There are currently no District-authorized charter schools operating within the District. The 
District cannot prOJide any assurances whether additional charter schools will be established within the 
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territory of the District, or as to the impc1.ct these or other charter school developrrents rray have on the 
District's finances in future years. 

Significant Accounting Policies and Audited Financial Reports 

The State Depc1.rtment of Education imposes b,t I iM' uni form financial reporting and budgeting 
requirements for K -12 districts. Fi nanci al transactions are accounted for i n accordance with the Department 
of Education's California School Accounting Manual. This manual, according to Section 41010 of the 
Education Code, is to be follcwed b,t all California school districts, including the District. Significant 
accounting policies follcwed b,t the District are explained in Note 1 to the District's audited financial 
statements for the fiscal year endedJ une 30, 2016, which are included as Appendix B. 

Independently audited financial reports are prepc1.red annually in confornity with generally 
accepted accounting principles for educational institutions. The annual audit report is generally available 
about six months after theJ une 30 close of each fiscal year. The follcwing tables contain data abstracted 
from financial statements prepared b,t the District's auditor, Vavrinek, Trine, Day & Co., LLP, Rancho 
Cucamonga, California, for fiscal years 2011-12 through 2015-16. 

Vavrinek, Trine, Day & Co., LLP has not been requested to consent to the use or to the inclusion 
of its reports in this Official Statement, and it has not audited or reviewed this Official Statement. The 
District is required b,t law to adopt its audited financial statements after a public meeting to be conducted 
no laterthanJ anuary 31 follcwing the close of each fiscal year. 

The fol I cwi ng table sets forth the statement of revenues, expenditures and changes in fund balances 
for the District's general fund for the fi seal years 2011-12 through 201 5-16. 
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NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Statement of General Fund Revenues, Expenditures and Changes in Fund Balance 
Fiscal Years 2011-12 through 2015-16 

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year 
201 l-12 2012-13 2013-14 2014-15 2015-16 

REVENUES 
LCFF /Revenue lirrit source1" $176, 848, 388 $205,91 l, 700 $206, 138, 782 $216,985,641 $233,297,819 
Federal sources 15,884,960 12,612,045 8,492,049 10,247,699 10,862,454 
Other State sources 28,446,698 31,593,284 29,256,493 25,572,991 39, 116, 114 
Other local sources 12,030,227 10,858, 788 10, 121,593 l l,535,679 12,069,461 

Total Revenues 233,210,273 260,975,817 254,008,917 264,342,010 295,345,848 

EXPENDITURES 
Current 

I nstruc::tion 138, 595, 636 138,832, 159 140,267,959 148,393,921 157, 172, 176 
I nstruc::tion--related activities: 

Supervision of instruction 7,899,996 7,903,832 10, 104, 177 12, 131,777 13,762,531 
Instructional library, rrediaand 

technology 2, 728,800 2,624,720 2,624,087 3,022,719 3,096, 162 
School site administration 17,348,068 17,378,638 17,061,277 17,640,029 18,428,521 

Pupil services: 
Home-to-school transportation 6,633,627 6, 136,472 6, 141,687 6,281,688 6,243,844 
Food services 120,954 134,564 122,572 117,405 109,254 
All other pupil services 10,885,530 ll,556,767 l l,561,546 l l,749,730 12,789,901 

Administration: 
Data prcx:essi ng 3,991, 103 4,605,054 5,409,970 6,468,246 7,386,520 
All other administration 8,232,534 8,085,547 7,771,532 8, 797,603 7,579,361 

Plant services 26,243,681 25,509,537 27, 112,203 29,288,550 30, 148,620 
Facility acquisition and construction 574,736 103,585 633,694 275,556 817,868 
Ancillary services 3,011,626 2,946,664 3,004,824 3, l3l,560 3,467,559 
Other outgo 3, 703,906 2,846,060 2,804,322 2,991,369 3,333,221 

Debt service 
Principal 420,295 361,644 375,074 396,869 424,700 
I nterest and other 67,877 52,977 39,547 25,616 ll, 171 

Total Expenditures 230,458, 369 229,078,220 235,034,471 250, 712,638 264, 771,409 

Excess (Deficiency) of Revenues Over 
Expenditures 2,751,904 31,897,597 18,974,446 13,629,372 30,574,439 

Other Financing Sources (Uses) 
Transfers I n 463,017 22, 179 67,812 ll l 
Transfers out.<2l (2,864, 796) (22,563,023) (12,698,221) (18,761,558) (22, 160,557) 
Other Sources 178,879 

Net Financing Sources (Uses) (2,401, 779) (22,563,023) (12,676,042) (18,514,867) (22, 160,446) 

NET CHANGE IN FUND 
BALANCES 350, 125 9,334,574 6,298,404 (4,885,495) 8,413,993 

Fund Balances- Beginning 48, 734,849 49,084,974 58,419,548 64,717,952 59,832,457 

Fund Balances-Ending $49,084, 974 $58,419,548 $64, 717, 952 $59,832,457 $68,246,450 

--------------------
rn The L CFF \ivaS implemented beginnitl'J in fi seal year 2013-14. See" -Allocation of State F urditl'J to Sch:x:il Districts: Local Control Furditl'J 

F orrrula" herein for more i nformaticn alxiut the LCFF. 
(,) Transfers out irr::ILde certain one-time transfers to furds su:::h as the adult edu:::aticn furd as well as amual transfers to flllds inclLditl'J the 

nutrition services furd ard edu:::ation protecticn a:::count. The Di strict transfers furds to its revocable OPE B trust ard Special Reserve Fund for 
Capital OLtlay Projects deperditl'J on the availability of funds each fiscal year. 

Source: N6iVp::irt---fv1esa Unified School District Audited Finan::::ial Rep::irts for fiscal years 2011-12 thrcugh 2015-16. 
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The follcwing table shews the general fund balance sheet of the District for fiscal years 2011-12 
through 2015-16. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Summary of General Fund Balance Sheet 
Fiscal Years 2011-12 through 2015-16 

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year 
201 l-12 2012-13 2013-14 2014-15 2015-16 

ASSETS 
DefX)Sits and investrrents $50,511,625 $64,045, 908 $76,001,748 $78,633, 175 $93,400,917 
Receivables 12,402,925 14,992,620 17,690,529 8, 718, 149 9,839,306 
Due From Other Funds l,067,723 l,320,571 l,261,222 l,486,531 l,055,509 
Prepaid Expenditures 30,572 46, 114 20,849 27,927 45,539 
Stores inventories 123, 191 176,574 163,590 157,666 156,288 

Total Assets $64, 136,036 $80,581,787 $95,217,938 $89,023,448 $104,497,559 

LIABILITIES AND FUND 
BALANCES 

Liabilities: 
Accounts payable $12,466,635 $11,958,284 $19,568,578 $11,724,849 $14,224,495 
Due to other funds l,885,654 9,528,220 10,445,493 16,954,581 20,820,830 
Deferred revenue 698,773 675,735 485,915 511,561 l,205,784 

Total Liabilities 15,051,062 22, 162,239 30,499,986 29, 190,991 36,251, 109 

Fund Balances: 
Nonspendable 303,763 372,688 334,439 335,593 351,827 
Restricted 3, 164,432 4,724,903 8, 103,043 3,517,858 5,330,062 
Corrrritted 15,898,697 
Assigned 21,665,338 45, 194,256 46,780,470 25,753,304 50,964,561 
Unassigned 8,052,744 8, 126, 701 9,500,000 30,225,702 l l,600,000 

Total Fund Balances 49,084,974 58,419,548 64,717,952 59,832,457 68,246,450 

Total Liabilities and Fund Balances $64, 136,036 $80,581,787 $95,217,938 $89,023,448 $104,497,559 

--------------------
Source: N6iVp::irt---fv1esa Unified Sch:x:il District ALdited Finan:::ial RE'f)orts for fiscal years 2011-12 throUJh 2015-16. 

District Budget Process and County Revie.v 

State I.Ml requires school 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 I.Ml, a school district go.1erning board must adopt and file with the county 
superintendent of schools a tentative budget b,t July 1 in each fiscal year. The District is under the 
j uri sdi cti on of the County of Orange S uperi ntendent of Schools. 

The county superintendent must review and apprOJe, conditionally apprOJe or disapprOJe the 
budget no later than August 15. The county superintendent is required to exanine the adopted l:udget for 
compliance with the standards and criteria adopted b,t the State Board of Education and identify technical 
corrections necessary to bring the budget into compl i ance with the establ i shed standards. I f the budget is 
disapprOJed, it is returned to the District with recommendations for revision. The District is then required 
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to revise the budget, hold a publ i c heari ng thereon, adopt the revised budget, and fi I e it with the county 
superintendent no later than September 8. Pursuant to State law, the county superintendent has available 
various remedies b,t which to impose and enforce a budget that complies with State criteria, depending on 
the circumstances, if a budget is di sapprOJed. After apprOJal of an adopted budget, the school district's 
admi ni strati on may subni t budget revisions for governi ng board approval . 

Subsequent to approval, the county superintendent will monitor each district under its jurisdiction 
throughout the fi seal year pursuantto its adopted budgetto deterni ne on an ongoi ng basis if the district can 
meet its current or subsequent year financial obligations. If the county superintendent deternines that a 
district cannot meet its current or the subsequent year's obligations, the county superintendent will notify 
the district's governing board of the determination and may then do either or both of the follcwing: (a) 
assign a fi seal ad.ii sor to enable the district to n-eet those obi i gati ons, or ( b) if a study and recomn-endati ons 
are made and a district fails to take appropriate action to n-eet its financial obligations, the county 
superintendent will so notify the State Superintendent of Public Instruction, and then may do any or all of 
the fol I cwi ng for the remainder of the fi seal year: ( i) request addi ti anal i nformati on regardi ng the district's 
budget and operations; (ii) develop and impose, after also consulting with the district's governing board, 
revisions to the budgetthatwill enable the district to meet its financial obligations; and (iii) stay or rescind 
any action incaisistent with such revisions. Hcwever, the county superintendent may not abrogate any 
prOJi sion of a col I ective bargaining agreen-entthat was entered into prior to the date upon which the county 
superintendent assun-ed authority. 

A State law adopted in 1991 (kncwn as "A.B. 1200'') imposed additional financial reporting 
requi ren-ents on school districts, and established guidelines for en-ergency State aid apporti onn-ents. 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 Octolber 31, and b,t nid--March for the period ended 
January 31) as to its ability to n-eet its financial obi igations for the remainder of the then-current fiscal year 
and, based on current forecasts, for the subsequent fiscal year. The county superintendent revie.vs 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 fi seal years. A negative certification is assigned to any school district that is deemed unable 
to n-eet its financial obi igations for the remainder of the fiscal year orthe 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 apprOJal b,t the 
county superintendent in that fiscal year or in the next succeeding year. In the last five years, the District 
has not received a negative or qualified certification for an interim financial report. 

For school districts under fi seal di stress, the county superi ntendent of schools is authorized to talke 
a number of actions to ensure that the school district meets its financial obligations, including budget 
revisions. H cw ever, the county superi ntendent is not authorized to apprOJe any diversion of revenue from 
ad valorem taxes levied to pay debt service on district general obligation bonds. A school district that 
becomes insolvent may, upon the approval of a fiscal plan b,t the county superintendent of schools, receive 
an en-ergency appropriation from the State, the acceptance of which constitutes an agreen-ent to subni t to 
managen-ent of the school district b,t a S uperi ntendent appoi nted adni ni strator. 

In the event the State elects to provide an en-ergency appropriation to a school district, such 
appropriation may be accomplished through the issuance of "State School Fund Apportionn-ent Lease 
Revenue Bonds" to be issued b,t the California Infrastructure and Economic Developn-ent Bank, on behalf 
of the school district. State law provides that so long as such bonds are outstanding, the recipient school 
district (via its State-appointed administrator) cannot file for bankruptcy. 
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The follcwing table sets forth the District's adopted general fund budgets for fiscal years 2014-15 
through 2017-18, unaudited actuals for fiscal years 2014-15 through 2015-16 and estimated actuals for 
fiscal year 2016-17. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

General Fund Budgets for Fiscal Years 2014-15 through 2017-18, Unaudited Actuals for Fiscal 
Years 2014-15 through 2015-16 and Estimated Actuals for Fiscal Year 2016-17 

2014-15 2015-16 2016-17 
2014-15 Unau:lited 2015-16 Unaudited 2016-17 Estimated 2017-18 

Original BudJEt Actuals(ll Original BudJEt ActuaJs(ll Original B Ldge: ActuaJs(2l Original Budge: 

REVENUES 
LCFF Sources 

State Aid $ 11,432.381.00 $ 11.857.053.99 $ 11, 926,838.00 $ 11,818,946.00 $ 11,926,838.00 $ 11, 789,01 5.00 $ 11,791,938.00 
Local Portion 202,626,347.00 205, 128,587.02 216,003,862.00 221,478,872.31 230,354, 179.00 233,005,495.00 246,728, 182.00 

Tctal LCFF Srurces 214,058,728.00 216,985,641.01 227,930,700.00 233,297,818.31 242,281,017.00 244,794,510.00 258,520, 120.00 

FedEral RevEnue 10, 137, 111.00 10,247,700.11 11,883,476.00 10,862,454.40 12,961,011.00 12,787,920.00 10,753, 158.00 
OthEr State R evE11ue 17,427, 583.00 19,679,031.43 17,617,853.00 31,955,490.28 23,776,727.00 24,629,551.00 18,974,707.00 
OthEf Local ReJE11Ue 7,907,6"f3.00 11,428,895.36 4, 952, 112.00 11,793,730.76 6,048, 178.00 9, 975,085.00 5,756,755.00 

TOTAL REVENUES 249,531,078.00 258,341,267.91 262,384, 141.00 287,909,493.75 285,066,933.00 292, 187,066.00 294,004,740.00 

EXPENDITURES 
Certificated Salaries 114,697, 166.00 112,294,332.05 118,894,363.00 117,647, 785.07 124,928,949.00 122,487,422.00 126,783,302.00 
Classified Salaries 46, 171, 170.00 46,533,026.33 47,977,570.00 48, 124,782.63 48,283,099.00 48,509, 116.00 48,909,515.00 
Errployee BEnefits 54,694,025.00 51, 144,446.66 58,450,369.00 54,777,"f32.67 67,682,521.00 66,246,670.00 71,580, 142.00 
B OO<s a.rd S ur:pl i es 11,062,216.00 10,784,435.16 11,628,404.00 10,641,309.39 12,594,079.00 13,430,095.00 16,086, 119.00 
Sevices, OthEr Or:erati rg Exp::nses 19,465,742.00 19,720,607.13 20,864,692.00 21,085,205.34 21,281,495.00 24,406,582.00 22,921,850.00 
Capital Outlay 1,340,898.00 1,360,449.57 1,650,278.00 2,068,878.01 2,049, 528.00 2,873,400.00 2,031, 112.00 
OthEf Outgo ( e,..:cl u:li ng Di rect 

Sur:µrtftndirect Costs) 3,025,685.00 3,405, 989.41 3, 593,294.00 3,747,841.19 3,802, l "fo.00 3,547,358.00 3,652, l "fo.00 
T ransfErs ci Direct S upr:ottft rdi rect 

Costs (653,274.00) (603,487.03) (716,821.00) (482,580.96) (788,379.00) (630, 120.00) (679,655.00) 

TOTAL EXPENDITURES 249,803,628.00 244,639,799.28 262,342, 149.00 257,610,783.34 279,833,448.00 280,870,523.00 291,284, 541.00 

EXCESS (DEFICIENCY) OF 
REVENUES OVER 
EXPENDITURES (272,550.00) 13,701,468.63 41,992.00 30,298, 710.41 5,233,485.00 11,316,543.00 2,720, l 99.00 

OTHER Fl NANCI NG SOURCES 
(USES) 

I ntEr-furd T ransfErs In 13,557,690.81 631.42 85,403.00 
I ntEr-furd T ransfErs Out ( 10,249,876.00) (25,045, 101.32) (5,580,589.00) (24,795, 129.44) (10,618,324.00) ( 16, 155,897.00) (9, 144,377.00) 
Other Srurces (Uses) 
Contributions 

TOTAL,OTHER FINANCING 
SOURCES (USES) ( 10,249,876.00) (11,487,410.51) (5,580,589.00) (24,794,498.02) (10,618,324.00) ( 16,070,494.00) (9, 144,377.00) 

NET INCREASE (DECREASE) IN 
FUND BALANCE ( 10,522,426.00) 2,214,058.12 (5,538,597.00) 5,504,212.39 ( 5,384,839.00) (4,753,951.00) (6,424, 178.00) 

BEGINNING BALANCE, 
asci July l 26,090,345.00 32,393,945.91 28,403,948.00 34,608,004.03 34,585,812.00 40, 112,216.00 35,358,265.00 

Audit Adj ustmEnts 
As ci J uly l - Audited 26,090,345.00 32,393,945.91 28,403,948.00 34,608,004.03 34,585,812.00 40, 112,216.00 35,358,265.00 

OthEf RestatE111E11ts 

Adjusted bEginning Balance 26,090,345.00 32,393,945.91 28,403,948.00 34,608,004.03 34,585,812.00 40, 112,216.00 35,358,265.00 

ENDING BALANCE $15,"f37,919.00 $34,608,004.03 $22,865,351.00 $40, 112,216.42 $29,200,973.00 $35,358,265.00 $28,934,087.00 

Unrestricted Balance $14,859,495.00 $30,559,805.32 $22,865,351.00 $34,771,462.14 $28,518, 165.00 $33,980,950.00 $27,5"f3,m.oo 
Restricted Balance $708,424.00 $4,048, 198.71 $5,340, 754.28 $682,808.00 $1,377,31 5.00 $1,377,315.00 

--------------------
rn For fiscal years 2014-15 ard 2015-16, the unaLdited actuals differ from the District's aLdited finan::::ial rep::11ts because the una.Ldited actuals do mt 
irr::ILde the activity of the Special Reserve Furd for Other Than Capital Outlay Projects and the Special Reserve Fund for Postemployment Benefits with the 
a:::tivity of the general furd as required lJ,,i GASB Statement No. 54. 
(,) Figures are projections. 
Source Ne.Np'.Jrt---fv1esa Unified Sch:x:il District adopted general furd bLdgets for fiscal years 2014-15 throUJh 2017-18; una.Ldited actuals for fiscal years 
2014-15 throUJh 2015-16; ard estimated actuals for fiscal year 2016-17. 
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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 endedJ une 30, 2016, consisted of the follcwing: 

B alanc:e, 
Long-Term Debt July l, 2015 

General Obligation Bond1" $279, 179,969 
P rerri um on i ssuanc::e 8,929,878 
Capital leases 574,464 

Corrpensated absences 4, 129,899 
Other posterrployment benefits 

(OPEB) 34,501,904 
California energy corrrrission loan l,883,599 
Estimated insurance claims 10,407, 148 

$339,606,861 

--------------------

Additions Deductions 

$11,342,492 $6,385,000 
717,396 
424,700 

389,841 

7,395,595 2,788,847 
l, 116,401 
2,681,503 2,488,800 

$22, 925,832 $12,804,743 

Balance, 
June 30, 2016 

$284, 137,46 l 
8,212,482 

149,764 
4,519,740 

39, 108,652 
3,000,000 

10,599,851 

$349, 727, 950 

Due in 
OneY ear 

$7,200,000 

21,250 

428,571 
2,488,800 

$10, 138,621 

(ll Dees not irr::ILde the Series 2017 Bards, the Refurding Bards or the refurding of the Series 2011 Bards maturitl'J on AUJust l in the years 2041 ard 
2046 ard the refunditl'J of the Series 2012 Bards maturitl'J on AUJust l in the years 2026 through 2028, irr::lusive. 
Source: N6iVp::11t---fv1esa Unified Sch:x:il District ALdited Fi nan:::ial Rep::irt for fiscal year 2015-16. 

General Obligation Bonds. Prior to the issuance of the Series 2017 Bonds and the Refunding 
Bonds, the District has outstanding four additional series of general obligation bonds, each of which is 
secured 0y advaloremtaxes le.1ied upon all property sul::iject to taxation 0y the District on a parity with the 
Refunding Bonds. 

See ''THE REFUNDING BONDS - Outstanding Bonds" and" -Aggregate Debt Service'' in the 
front portion of the Official Statement with respect to the Refunding Bonds for more information about 
such outstanding bonds. 

Capital Leases. The District has entered into agreements to I ease various faci I iti es and equipment. 
Such agreements are, in substance, purchase (capital leases) and are reported as capital lease obligations. 
The District's liability on lease agreements with options to purchase is summarized belcw: 

Balance, J uly 1 , 201 5 
Paynnents 

Balance, J une 30, 2016 

Equipnnent 

$585,633 
(435,869) 
$149,764 

The capital leases have ninirnum lease payments as folio.vs: 

Year Ending 
June 30, 

2017 
2018 
2019 
2020 
2021 

Thereafter 
Total 

Less: Arrount Representing Interest 
Present Value of M ininum Lease Paynnents 

Lease 
Payment 

$ 21,250 
21,250 
21,248 
20,816 
20,383 
44,814 

$149,761 

$149,761 

Source: Di strict' sALdited Financial Rep::irt for fiscal year 2015-16. 
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Compensated Absences. The long-term portion of accurrulated unpc1.id errplO{ee vacation for the 
District atJ une 30, 2016, amounted to $4,519,740. 

California Energy Commission Loan. The District entered into an agreement with the California 
Energy Commission ("CEC") during fiscal year 2014-15 to obtain a rrnxirrum loan of $3,000,000. The 
proceeds from the I oan were used for the District's solar shade structure prqj ect and the agreement stipulated 
that the CEC would reirrburse the District up to the rrnxirrum agreed-upon loan amount. The loan was 
offered with a 036 interest rate, and the District began repc1.yment in fiscal year 2016-17. The District will 
be making a total of 14 semi-annual installment payments in the amount of $214,286 until the obligation is 
fully pc1.id. The District has made two sepc1.rate draw--dcwn requests to the CEC. Proceeds from the first 
draw-dcwn request in the amount of $1,883,599were received during fiscal year 2014-15. Proceeds from 
the second draw-dcwn request in the amount of $1, 116,401 were received during fi seal year 2015-16. As 
ofJ une 30, 2016, the District had an outstanding CEC loan balance of $3,000,000. 

Estimated Insurance Claims - Workers' Compensation. Liabilities for claims for all injury and 
compensation cases are established b,t the District's independent administrator. These liabilities are based 
upon estimates which are reviewed periodically for adequacy, acjj usted if needed and terni nated upon the 
closing of each claim. Ending liabilities balances of $10,599,851 were discounted at a rate of 0.6% and 
were accepted as estimated b,t the District's administrator. 

Community Facilities District (CF D) Special Tax Bonds. The bonds issued b,t certain comrrunity 
facilities districts(" CFDs") established b,t the District (the" CFD Bonds") are not obi igations of the District. 
The CFD Bonds, the interest thereon, and any preniums on the redemption of any of the CFD Bonds are 
not an indebtedness of the District, the State of California, or any of its political subdivisions. Neither the 
faith and credit nor the general taxing pcwer of the CFD, the District, the County, the State of California, 
or any political subdivision thereof is pledged to the pc1.yment of the CFD Bonds, which are payable from 
the proceeds of an annual special tax levied on and collected from property within the respective CFDs 
according to the rate and method of apportionment deterni ned b,t a forrrul a apprOJed b,t the qualified 
electors of the CFDs and b,t the Board of Education of the District. The CFD Bonds are secured only b,t a 
first pledge of all revenues derived from the net special taxes and the moneys deposited in certain funds 
held under their respective fiscal agent agreements. 

For more information al:out outstanding CFD Bonds, see Note 10 to the District's financial 
statements attached hereto as APPENDIX B - "FINANCIAL STATEMENTS OF THE DISTRICT FOR 
THE FISCAL YEAR ENDE DJ UNE 30, 2016." 

Lease Revenues. Lease agreements have been entered into with various leases for terms that 
exceed one year. None of the agreements contain purchase options. All of the agreements contain a 
termination clause providing for cancellation after a specified number of days written notice to lessees, but 
is unlikely that the District will cancel any of the agreements prior to their expiration date. The future 
nini rrum lease pc1.yments expected to be received under these agreements are as fol lo.vs: 

Year Ending 
June 30, 

2017 
2018 
2019 
2020 
2021 

2022-2024 
Total 

Lease Revenue 

$469,062 
90,321 
86,775 
86,775 
16,560 
50,738 

$800,231 

Source: Di strict' sALdited Financial Rep::irt for fiscal year 2015-16. 
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During fiscal year 2015-16, a total of $464,636 in lease revenues was received 0y the District. 

Other Post-Emplo,,ment Benefits (OPEBs). In addition to the retirement plan benefits with 
Cal5TR5, Cal PERS and PARS (described belew), the District prOJides certain posHetirement healthcare 
benefits, in accordance with District employment contracts. Employees who retire from the District may be 
eligible for post-employment medical, dental, vision and life insurance benefits. Those eligible include 
retirees from active service that are 55 years old with 1 Oyears of consecutive service. The District provides 
cOJerage at nocosttothe retiree until he or she reaches age 65. At age 65, the retiree can continue cOJerage 
but must pay the premium cost. Dependent coverage is avai I able but the retiree must pay the premium cost 
for any such dependent. The District blends its rates for active and retirees, which means that the prenium 
cost for the reti ree population is I ewer than the actual cost of prOJi di ng the benefit. A 11 reti rees are el i gi bl e 
for $10,000 of life insurance until age 65. All benefits cease at age 65. As of June 30, 2016, participants in 
the plan consist of 252 retirees and their beneficiaries currently receiving benefits and 2,191 active 
employees eligible forthese benefits in the future. 

GAS B 4 5 requires accrual accounting for the expensing of other post-employment benefits 
("OPEBs") much like municipalities are required to account for pension benefits. The expense is generally 
accrued OJer 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
employment health benefits (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. 

The contribution requirement of plan members and the District are established under a funding 
policy apprOJed 0y the District's Board of Education, and may be amended 0y the District from time to 
time. The District has established a revocable trust to fund its OPEB obligations and currently has 
approximately $16.17 million set aside in such fund. The District contributions to the revocable trust for 
these benefits for fiscal years 2013-14, 2014-15 and 2015-16 were $2,000,000, $2,000,000 and $0, 
respectively. These contributions were in addition to the pay-as-you-go amounts for fiscal years 2013-14, 
2014-15 and 2015-16 of approximately $2,007,822, $1,697,428 and $2,045,890, respectively. None of the 
amounts set aside in the District's revocable trust are counted as plan assets for purposes of GASB 45, 
which requi res an i rrevocabl e contribution to a trust or equivalent arrangement protected from creditors and 
dedicated solely to prOJiding benefits to retirees and beneficiaries. 

Grant Thornton LLP, Chicago, Illinois, has prepared an actuarial report as ofJ uly 1, 2015, relying 
on the actuarial valuation report as of July 1, 2014, and reports that, as of July 1, 2015, the District had an 
actuarial accrued liability of $57,617,539 million-all of which was unfunded. A discount rate of 5% was 
applied. For more information regarding the actuarial valuation, see Note 13 to the District's financial 
statements attached hereto as APPENDIX B - "FINANCIAL STATEMENTS OF THE DISTRICT FOR 
THE FISCAL YEAR ENDE DJ UNE 30, 2016." 

Tax and Revenue Anticipation Notes. The most recent fiscal year in which the District issued tax 
and revenue anticipation notes ("TRANS") was fiscal year 2009-10. The District does not expect to issue 
TRANS or borrew funds to supplement the District's cash flew in fiscal year 2017-18. The District may 
issue TRANS or borrew funds in future fiscal years as and if necessary to supplement cash flew. 

Employment 

As of June 2017, the District employed 3,137 employees, consisting of 1,847 non-management 
certificated employees, 73 certificated management employees, 1, 164 classified non-management 
employees, and 53 classified management employees. For the year ended June 30, 2017, the total 
certificated and classified payrolls were $122.49 nillion (estimated) and $48.51 nillion (estimated), 
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respectively. For fiscal year 2017-18, the total certificated and classified payrolls are budgeted to be 
approximately $126.78 nillion and $48.91 nillion, respectively. These errplO{ees, except rranagerrent 
and sorre i:art-tirre errplO(ees, are represented b,t the bargaining units as noted belcw: 

Name of Bargaining Unit 
Newport-Mesa Federation of Teachers 
California School Errpl0yeesAssociationChapter No. 

18 (Classified errployees) 

Nurrlier of 
FTEs 

Represented 
1,112.40 

908.44 

Current Contract 
Expiration Date 
June 30, 201 ?(11 
June 30, 2019 

(ll Contra:::t negotiations are Otl'Joing. During negotiations, the District and the bargai nitl'J unit are operatitl'J un:ler 
the expired contract. 
Source: N61Vp::11t---fv1esa Unified Sch:x:il District. 

Retirement Benefits 

The District plrticipates in retirerrent plans with CalSTRS, which cOJers all full-tirre certificated 
District errplO{ees, and the State Public E rrplO(ees' Retirerrent System(" Cal PERS"), which cOJers certain 
classified errpl O{ees. CI assi fi ed school personnel who are errpl O{ed four or more hours per day rray 
plrticipate in Cal PERS. 

CalSTRS. Contributions to CalSTRS are fixed in statute. For fiscal year 2013-14, covered 
emplO{ees contributed 8.0036 of salary to CalSTRS, while school districts contributed 8.25%. In addition 
to the teacher and school contributions, the State contributed 4.517% of teacher pc1yroll to CalSTRS 
(calculated on payroll data from two fiscal years ago). Prior to Fiscal Year 2014-15 and unlike typical 
defined benefit programs such as those adninistered b,t Cal PERS, neitherthe CalSTRS errplO(er northe 
State contribution rate varied annually to rrake up funding shortfal Is or assess credits for actuarial surpluses. 
The State does pay a surcharge when the rrember and school district contributions are not suffi ci entto fully 
fund the basic defined benefit pension (generally consisting of 2% of salary for each year of service at age 
60 referred to herein as" pre-enhancerrent benefits") within a 30-year period. Hcwever, this surcharge does 
not apply to systemwi de unfunded Ii abi Ii ty resul ti ng from recent benefit enhancerrents. 

As i:art of the 2014-15 State Budget, the GOJernor signed Assembly Bill 1469which irrplerrented 
a ne.v funding strategy for CalSTRS and increased the errplO(er contribution rate in fiscal year 2014-15 
from 8.25% to 8.8836 of cOJered pc1yroll. Such rate increased b,t 1.85% beginning in fiscal year 2015-16 
until the errplO(er contribution rate is 19.1036 of cOJered payroll as further described belcw. AB 1469 
increased rrember contributions, which were previously set at 8.0036 of i:av, to 10.25% of l'.0-Y for rrembers 
hired on or before December 31, 2012 and 9.205% of pay for rrembers hi red on or after January 1, 2013 
effectiveJ uly 1, 2016. The State's total contribution also increased from approxirrately 3% in fiscal year 
2013-14 to 6.3036 of pc1yrol I in fiscal year 2016-17, pl us the continued payrrent of 2. 5% of pc1yrol I annual 
for a supplerrental inflation protection program for a total of 8.8036. In addition, AB 1469 provides the 
State Teachers Retirerrent Board with authority to modify the percentages pc1id b,t errplO(ers and 
emplO{ees for fiscal year 2021-22 and each fiscal year thereafter to elininate the CalSTRS unfunded 
liability b,t June 30, 2046. The State Teachers Retirerrent Board would also have authority to reduce 
emplO{er and State contributions if they are no longer necessary. 

On February 1, 2017, the State Teachers' Retirerrent Board voted to adopt revised actuarial 
assumptions reflecting rrembers' increasing life expectancies and current econonic trends. The revised 
assumptions include a decrease from 7.5036 to a 7.25% investrrent rate of return for the June 30, 2016 
actuarial valuation, a decrease from 7.25% to a 7.0036 investrrent rate of return for theJ une 30, 2017 
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actuarial valuation, a decrease from 3.75% to a 3.5036 prqjected wage grcwth, and a decrease from 3.0036 
to a 2.75% price inflation factor. 

AsofJ une 30, 2016, an actuarial valuation (the" 2016 Cal5TR5 Actuarial Valuation") for the entire 
Cal5TR5 defined benefit program shewed an estimated unfunded actuarial liability of $96.7 billion, an 
increase of approximately $20.5 nil lion fromtheJ une 30, 201 Svaluation. The funded ratios of the actuarial 
value of valuation assets OJerthe actuarial accrued liabilities as of June 30, 2016,J une 30, 2015 andJ une 
30, 2014, based on the actuarial assumptions, were approximately 63.7%, 68.5% and 68.5%, respectively. 
Future estimates of the actuarial unfunded liability may change due to market performance, legislative 
acti ans and other experience that may differ from the actuarial assumpti ans. The fol I cwi ng are certain of 
the actuarial assumptions set forth in the 2016 Cal5TR5 Actuarial Valuation: measurement of accruing 
costs b,t the "Entry Age Normal Actuarial Cost Method," a 7.25% investment rate of return fcr 
measurements as of June 30, 2016 and an assumed 7.0036 investment rate of return for measurements 
subsequenttoJ une 30, 2016, 3.0036 interest on member accounts, prqj ected 3.5036 wage grcwth, prqj ected 
2.75% inflation and demographic assumptions relating to mortality rates, length of service, rates of 
disability, rates of withdrawal, probability of refund, and merit salary increases. The 2016 Cal5TR5 
Actuarial Valuation also assumes that all members hired on or after January 1, 2013 are sul::iject to the 
provisions of PEPRA (as defined herein). See "-Governor's Pension Reform" below for a discussion of the 
pension reform measure signed b,t the GOJernor in August 2012 expected to help reduce future pension 
obiigations of public emplO(ers with respect to errplO{ees hired on or after January 1, 2013. Future 
estimates of the actuarial unfunded liability may change due to market performance, legislative actions, 
changes in actuarial assumptions and other experiences that may differ from the actuarial assumptions. 

As indicated above, there was no requi red contri buti on from teachers, schools districts orthe State 
to fund the unfunded actuarial liability for the Cal5TR5 defined benefit program and only the State 
I egi sl ature can change contri buti on rates. The 2016 Cal STRS Actuarial Valuation stated that the aggregate 
contribution rate as of June 30, 2017, inclusive of an equivalent rate contribution of 10.21936 from 
members, 8. 00036 from empl O{ers rel ati ng to the base rate, 0. 25036 from empl O{ers based on the sick I eave 
rate, 10.096% from emplO{ers based on the supplemental rate, 1.881% from the State based on the base 
rate and 4.021% from the State based on the supplemental rate is equivalentto 34.467%. 

Pursuant to Assembly Bill 1469, school district's contribution rates will increase in accordance 
with the follcwing schedule: 

Effective Date 
U uly 1) 

2014 
2015 
2016 
2017 
2018 
2019 
2020 

Source: Assembly Bill 1469. 
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School District 
Contribution Rate 

8.8836 
10.73 
12.58 
14.43 
16.28 
18.13 
19.10 



The follcwing table sets forth the District's total errployer contributions to CalSTRS for fiscal 
years 2013-14 through 2016-17 and the budgeted contribution for fiscal year 2017-18. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Contributions to CalSTRS for Fiscal Years 2013-14 through 2017-18 

Fiscal Year 
2013-14 
2014-15 
2015-16 
2016-1 ?(l) 

2017-181~ 

Contribution 

$ 8,290,214 
10,219,067 
12,529,372 
15, 194,076 
16,576,739 

(ll Figure is a projection based on estimated actuals for fi seal year 2016-17. 
(21 Original B Ldget for fiscal year 2017-18. 
Source: N6iVp::irt---fv1esa.Unified Sch:x:il District. 

The District's total errployer contributions to CalSTRS for fiscal years 2013-14 through 2016-17 
were equal to 1 0036 of the requi red contri buti ans for each year. W i th the i rrpl errentati on of AB 1469, the 
District anticipc1.tes that its contributions to CalSTRS will increase in future fiscal years as corrpared to 
prior fi seal years. 

The District, nonetheless, is unable to predict all factors or any changes in law that could affect its 
required contri buti ans to Cal STRS in future fiscal years. 

Cal STRS produces a comprehensive annual financial report and actuarial valuations which include 
financial staterrents and required supplerrentary inforrration. Copies of the CalSTRS comprehensive 
annual fi nanci al report and actuarial val uati ans rray be obtai ned from Cal STRS. The i nforrrati on presented 
in these reports is not incorporated b,t reference in this Official Staterrent. 

Cal PE RS. All qualifying classified employees of K-12 districts in the State are rrembers in 
Cal PERS, and all of such districts pc1.rticipc1.te in the sarre plan. As such, all such districts share the sarre 
contribution rate in each year. Hcwever, unlike school districts' pc1.rticipc1.ting in CalSTRS, the school 
districts' contributions to CalPERS fluctuate each year and include a norrral cost component and a 
component equal toan amortized amount of the unfunded liability. Accordingly, the District cannot provide 
any assurances that the District's required contributions to Cal PERS in future years will not significantly 
vary from any current prqjected levels of contributions to Cal PERS. 

The Cal PERS Finance and Adninistration Comnittee has reported that the Cal PERS Schools 
Actuarial Valuation as ofJ une 30, 2016, which is expected to be released in late 2017, will indicate that the 
funded ratio as of June 30, 2016 is approxirrately 71.936 on a rrarket value of assets basis. According to 
the Cal PERS Schools Actuarial Valuation as of June 30, 2015, the Cal PERS Schools plan had a funded 
ratio of 77.'JYo on a rrarket value of assets basis. The funded ratio, on a market value basis, as of June 30, 
2014, J une 30, 2013, J une 30, 2012, J une 30, 2011 andJ une 30, 201 O was 86.6% , 80. 'JYo , 75. 'JYo , 78.7% 
and 69.'JYo. In April 2013, the CalPERS Board of Adninistration apprOJed changes to the CalPERS 
amortization and smoothi ng pol icy i ntended to reduce vol ati Ii ty i n errpl ayer contri buti on rates. B egi nni ng 
with theJ une 30, 2013 actuarial valuation, Cal PERS employed a new amortization and smoothing policy 
that will pay for all gains and losses OJer a fixed 3G-year period with the increases or decreases in the rate 
spread di rectly OJ er a 5-year period ( as compc1.red to the current pol icy of spreading i nvestrrent returns over 
a 1 5-year period with experience gai ns and I asses paid for over a rol Ii ng 3G-year period). Such changes, the 
irrplerrentation of which were delayed until fiscal year 2015-16 for the State, schools and all public 
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agencies, have i ncreased contri buti on rates in the near term but are expected to I ewer contribution rates i n 
the longterm. In NOJember 2015, the CalPER5 Board of Adninistration apprOJed a proposal pursuant to 
which the discount rate would be reduced 0y a minimum of 0.05 percentage points to a rrnxirnum of 0.25 
percentage points in years when investment returns outperform the then-current discount rate of 7. 5% 0y at 
least four percentage points. In December 2016, the Cal PERS Board of Administration voted to lcwerthe 
discount rate from 7.5% to 7.375% for fiscal year 2017-18, 7.25% for fiscal year 2018-19, and 7.0036 
beginning fiscal year 2019-20. The ne.v discount rates will take effect beginningJ uly 1, 2017 for the State 
and July 1, 2018 for school districts. The change in the assumed rate of return is expected to result in 
increases in the District's normal costs and unfunded actuarial liabilities. 

In February 2014, the CalPERS Board of Adninistration adopted actuarial demographic 
assumptions that take into account public errplO{ees living longer. Such assumptions are expected to 
increase costs for the State and public agency errplO{ers (including school districts), which costs will be 
amortized OJ er 20 years and phased in OJer three years beginning in fi seal year 2014-1 5 for the State and 
amortized OJer 20years and phased in OJer five years beginning in fiscal year 2016-17 for the errplO{ers. 
Cal PERS applied the assumptions beginning with theJ une 30, 2015 valuation for the schools pool, which 
was used to establish errplO{er contribution rates for fiscal year 2016-17. Cal PERS estimates that the new 
demographic assumptions could cost public agency emplO(ers up to 9% of payroll for safety errplO{ees 
and up to 5% of payrol I for ni scel I aneous empl O{ees at the end of the five year phase i n period. To the 
extent, hcwever, that future experiences differ from Cal PE RS' current assumpti ans, the required empl O{er 
contributions may vary. In April 2016, Cal PERS approved an increase to the contribution rate for school 
districts from 11.847% during fiscal year 2015-16 to 13.88836 during fiscal year 2016-17. In Apri I 2017, 
Cal PERS adopted an emplO(er contribution rate of 15.531% for the schools pool and a member contribution 
rate of 6.5% for school emplO(ees sul::iject to PEPRA for the period of July 1, 2017 toJ une 30, 2018. 

The follcwing table sets forth the District's total emplO(er contributions to Cal PERS for fiscal 
years 2013-14 through 2016-17 and the budgeted contribution for fiscal year 2017-18. 

NEWPORT -MESA UNI Fl ED SCHOOL DISTRICT 
(Orange County, California) 

Contributions to Cal PE RS for Fiscal Years 2013-14 through 2017-18 

Fiscal Year 
2013-14 
2014-15 
2015-16 
2016-1 ?(l) 

2017-181~ 

Contribution 

$4,747,390 
5,326,466 
5,569,004 
6, 109,241 
6,438,833 

(ll Figure is a projection based on estimated actuals for fi seal year 2016-17. 
(21 Original B Ldget for fiscal year 2017-18. 
Source: N6iVp::irt---fv1esa.Unified Sch:x:il District. 

The District's total errplO{er contributions to Cal PERS for fiscal years 2013-14 through 2016-17 
were equal to 10036 of the required contributions for each year. With the change in actuarial assumptions 
described abOJe, the District anticipates that its contri buti ans to Cal PE RS wi 11 increase in future fi seal years 
as the increased costs are phased in. The implementation of PEPRA (see "-Governor's Pension Reform" 
belcw), hcwever, is expected to help reduce certain future pension obligations of public emplO(ers with 
respecttoerrplO{ees hired on or after January 1, 2013. The District cannot predict the impact these changes 
wi 11 have on its contri buti ans to Cal PE RS in future years. 
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Cal PERS produces a comprehensive annual financial report and actuarial valuations that include 
financial statements and required supplementary inforrration. Copies of the Cal PERS comprehensive 
annual financial report and actuarial valuations rray be obtained from CalPERS Financial Services 
Division. The inforrration presented in these reports is not incorporated b,t reference in this Official 
Statement. 

PARS. The District also contributes to the Public Agency Retirement System (PARS), which is a 
defined contribution plan. A defined contribution plan prOJides pension benefits in return for services 
rendered, prOJides an individual account for each participant, and specifies hew contributions to the 
individual's account are to be determined instead of specifying the amount of benefits the individual is to 
receive. Under a defined contribution plan, the benefits a participant will receive depend solely on the 
amount contributed to the participant's account, the returns earned on investments of those contri buti ans, 
and forfeitures of other participants' benefits that may be al I ocated to such participant's account. 

As estabi i shed b,t federal I aw, al I public sector ernpl oyees who are not members of their employer's 
existing retirement system ( Cal STRS or Cal PE RS) must be covered b,t social security or an alternative 
plan. The District has elected to use PARS as its alternative plan. Contributions made b,t the District and 
an employee vest immediately. The District contributes 1.5% of an employee's gross earnings. An 
employee is required to contribute 6.036 of his or her gross earnings to the pension plan. During the fiscal 
year ended June 30, 2016, the District's required and actual contributions amounted to $71,062, which 
represents 1.5% of its current year covered payroll. 

The District is unable to predict what the amount of State pension liabilities will be in the future, 
or the amount of the contributions which the District rray be required to rrake. Cal PERS, CalSTRS and 
PARS are more fully described APPENDIX B - "FINANCIAL STATEMENTS OF THE DISTRICT 
FOR THE FISCAL YEAR ENDE DJ UNE 30, 2016," Note 15. 

GOJernor's Pension Reform. On August 28, 2012, GOJernor Brcwn and the State Legislature 
reached agreement on a mw law that reforms pensions for State and local government employees. AB 340, 
which was signed into law on September 12, 2012, established the California Public Employees' Pension 
ReformAct of 2012 (" PEPRA") which governs pensions for public employers and public pension plans on 
and after January 1, 2013. For new employees, PEPRA, among other things, caps pensionable salaries at 
the Social Security contribution and wage base, which is $110,100 for 2012, or 12036 of that amount for 
employees not covered b,t Social Security, increases the retirement age b,t two years or more for all new 
public employees while aqjusting the retirement formulas, requires state employees to pay at least half of 
their pension costs, and also requires the calculation of benefits on regular, recurring pay to stop income 
spiking. For all employees, changes required b,t PEPRA include the prohibition of retroactive pension 
increases, pension holidays and purchases of service credit. PEPRA applies to all State and local public 
retirement systems, including county and district retirement systems. PEPRA only exempts the University 
of California system and charter cities and counties whose pension plans are not governed b,t State law. 
Although the District anticipates that PEPRA would not increase the District's future pension obligations, 
the District is unable to deternine the extent of any impact PEPRA would have on the District's pension 
obligations at this time. Additionally, the District cannot predict if PEPRA will be challenged in court and, 
if so, whether any challenge would be successful. 

The District is unable to predict what the amount of State pension liabilities will be in the future, 
or the amount of the contributions which the District rray be required to make. CalSTRS and Cal PERS are 
more fully described in Note 11 to the District's financial statements attached hereto as APPENDIX B -
"FINANCIAL STATEMENTS OF THE DISTRICT FOR THE FISCAL YEAR ENDE DJ UNE 30, 2016." 
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GASB 67 and 68. lnJ une 2012, the GOJernrrental Accounting Standards Board approved a pc1.ir of 
related staterrents, Staterrent N urnber 67, Financial Reporting for Pension Pl ans(" Staterrent N urnber 67'), 
which addresses fi nanci al reporti ng for pension pl ans, and Staterrent N urnber 68, A ccounti ng and Fi nanci al 
R eporti ng for Pensions (" Staterrent N urnber 68''), which establishes new accounti ng and fi nanci al reporting 
requi rerrents for governrrents that pro.!i de their errplO(ees with pensions. The guidance contained in these 
staterrents will change hew governrrents calculate and report the costs and obligations associated with 
pensions. Staterrent Nurnber 67 replaces the current requirerrents of Staterrent Nurnber 25, Financial 
R eporti ng for Defined B enefi t Pension Pl ans and Note Di sci osures for Defined Contri buti on Pl ans, for rnost 
public ernplO{ee pension plans, and Staterrent Nurnber 27 replaces the current requirerrents of Staterrent 
Nurnber 27, Accounting for Pensions b,t State and Local Governrrental ErnplO{ers, for rnost governrrent 
ernplO{ers. The new staterrents also replace the requirerrents of Staterrent Nurnber 50, Pension 
Disclosures, for those governrrents and pension plans. Certain of the major changes include: (i) the 
inclusion of unfunded pension liabilities on the governrrent's balance sheet (such unfunded liabilities are 
currently typical ly i ncl uded as notes to the governrrent' s fi nanci al staterrents) ; (ii) ful I pension costs would 
be shewn as expenses regardless of actual contribution levels; (iii) I ewer actuarial discount rates would be 
required to be used for rnost plans for certain purposes of the financial staterrents, resulting in increased 
liabilities and pension expenses; and (iv) shorter amortization periods for unfunded liabilities would be 
required to be used for certai n purposes of the fi nanci al staterrents, which generally would i ncrease pension 
expenses. Staterrent N urnber 67 becarre effective beginning in fi seal year 2013-14, and Staterrent N urnber 
68 becarre effective beginning in fiscal year 2014-15. 

Insurance, Risk Pooling andJ oint PewersAgreernents andJ oint Ventures 

The District participates in the Alliance of Schools for Cooperative Insurance Program (ASCI P) 
Joint Pewers Authority public entity risk pool, the Bonita Canyon Public Facilities Financing Authority 
(BCPFFA), the Coastline Regional Occupc1.tion Program (CROP), and the Southern Orange County 
Property ;liability Joint Pewers Authority (SOCPLJ PA) risk pool for property and liability cOJerage. The 
District i:avs an annual preniurn to SOCPLJ PA for its property liability coverage. Payrrents for funds 
received frorn the State on behalf of CROP are passed through to CROP. The relationships between the 
District, the pool and the J PAs are such that they are not component units of the District for financial 
reporting purposes. 

These entities have budgeting and financial reporting requi rerrents independent of rrernber uni ts 
and their financial staterrents are not presented in financial staterrents of the District; hewever, fund 
transactions between the entities and the District are included in the District's financial staterrents. Audited 
financial staterrents are generally available frornthe respective entities. 

During the year endedJ une 30, 2016, the District rnade payrrents of $1,231,419 and $1,598,247 to 
ASCI P and CROP, respectively, for services rendered. See Note 17 to the District's financial staterrents 
attached hereto as APPENDIX B- "FINANCIAL STATEMENTS OF THE DISTRICT FOR THE 
FISCAL YEAR ENDEDJUNE 30, 2016" forrnoreinforrnation. 
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CONSTITUTIONAL AND STATUTORY PROVISIONS 
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS 

Limitations on Revenues 

On June 6, 1978, California voters approved Proposition 13 ("Proposition 13"), which added 
ArticleX I IIA to the State Constitution ("ArticleX I I IA"). ArticleX I I IA Ii nits the amount of any advalorem 
tax on real property to 1% of the full cash value thereof, except that additional ad valoremtaxes may be 
levied to pay debt service on (i) indebtedness approved 0y the voters prior to July 1, 1978, (ii) bonded 
indebtedness for the acquisition or imprOJement of real property which has been apprOJed on or after July 
1, 1978 0y two-thi rds of the voters on such indebtedness, and (ii i) bonded i ndebtedness i ncurred 0y a school 
district or community col I ege district for the construction, reconstruction, rehabi I itati on or replacement of 
school facilities or the acquisition or lease of real property for school facilities, approved 0y 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 shewn on the 
1975-76 tax bill under full cash value, or thereafter, the appraised value of real property when purchased, 
mwly constructed, or a change in ewnershi p have occurred afterthe 1975 assessment." This ful I cash value 
may be increased at a rate not to exceed 2% per year to account for inflation. 

ArticleX I I IA has subsequently been amended to pernit reduction of the "full cash value" base in 
the event of decl i ni ng property val ues caused 0y damage, destruction or other factors, to provide that there 
would be no i ncrease in the " ful I cash val ue'' base in the event of reconstruction of property damaged or 
destrO{ed i n a disaster and in other ni nor or technical ways. 

County of Orange v. Orange County Assessment Appeals Board No. 3. Section 51 of the Revenue 
and Taxation Code perni ts county assessors who have reduced the assessed valuation of a property as a 
result of natural disasters, econoni c dewnturns 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 sinilar lawsuits 
brought i n other counties, on the basis that the decrease in assessed val ue creates a new " base year val ue'' 
for purposes of Proposition 13 and that subsequent increases in the assessed value of a property 0y more 
than 2% in a single year violate Article XIIIA. On appeal, the California Court of Appeal upheld the 
recapture practice in 2004, and the State Supreme Court declined to review the ruling, I eavi ng the recapture 
law in place. 

Legislation I mplementingArticleXI I IA. Legislation has been enacted and amended a number of 
times since 1978 to implement ArticleX I I IA. Under current law, local agencies are no longer permitted to 
levy directly any property tax (except to pay voter--apprOJed indebtedness). The 1% property tax is 
automatically levied 0y 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 mw construction, 
change i n ewnershi p or from the 2% annual aqj ustment are al I ocated among the various j uri sdi cti ons i n the 
"taxing area'' based upon their respective "situs." Any such allocation made to a local agency continues as 
part of its al I ocati on i n future years. 

B egi nni ng in the 1981--82 fi seal year, assessors in the State no I anger 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 new shewn at full market value on the tax rolls. Consequently, the tax rate is expressed 
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as $1 per $100 of taxable value. All taxable property value included in this Official Statement is shewn at 
10036 of rrarketvalue (unless ncted differently) and all tax rates reflect the $1 per $100 of taxable value. 

Article X 111 B of the California Constitution 

An i niti ative to amend the State Constitution enti ti eel " L imitation of G OJernment A ppropri ati ons" 
was apprOJed on September 6, 1979, thereby adding Article XIIIB to the State Constitution ("Article 
X 111 B"). Under Article X 11 IB state and local governmental entities have an annual "appropriations Ii nit'' 
and are not permitted to spend certain moneys which are called "appropriations sul::iject to linitation" 
( consisting of tax revenues, state sul:wenti ons and certai n other funds) in an amount higher than the 
"appropriations Ii nit." ArticleX 111 B does not affect the appropriation of moneys which are excluded from 
the definition of "appropriations sul::iject to linitation," including debt service on indebtedness existing or 
authorized as of January 1, 1979, or bonded indebtedness subsequently apprOJed by the voters. In general 
terms, the "appropriations Ii nit'' is to be based on certain 1978-79 expenditures, and is to be acjjusted 
annually to reflect changes in consumer prices, populations, and services provided by these entities. Among 
other prOJisions of Article X 111 B, if these entities' revenues in any year exceed the amounts permitted to 
be spent, the excess would have to be returned by revi si ng tax rates or fee schedules over the subsequent 
two years. Any proceeds of taxes received by the District in excess of the allcwable limit are albsorbed into 
the State's allcwable limit. 

Article X 111 C and ArticleX 111 D of the California Constitution 

On NOJember 5, 1996, the voters of the State of California apprOJed Proposition 218, popularly 
kncwn as the "Rightto Vote on Taxes Act." Proposition 218 added to the California Constitution Articles 
XI I IC andX 111 D ("ArticleX I I IC" and"ArticleX 111 D," respectively), which contain a number of provisions 
affecti ng the abi Ii ty of I ocal agencies, i ncl udi ng school districts, to I evy and col I ect both exi sti ng and future 
taxes, assessments, fees and charges. 

According to the ''Title and Sumrrary" of Proposition 218 prepared by the California Attorney 
General, Proposition 218 limits "the authority of local governments to irrpose taxes and property,elated 
assessments, fees and charges." Among other thi ngs, Article X 111 C establishes that every tax is either a 
"general tax'' (irrposed for general governmental purposes) or a "special tax'' (irrposed for specific 
purposes), prohibits special purpose government agencies such as school districts from levying general 
taxes, and prohi bi ts any I ocal agency from i rrposi ng, ext en di ng or i ncreasi ng any special tax beyond its 
maximum authorized rate without a two-thirds vote; and also prOJides thatthe initiative pcwerwill not be 
linited in matters of reducing or repealing local taxes, assessments, fees and charges. ArticleX I I IC further 
pro.!i des that no tax rray be assessed on property other than ad val orem property taxes imposed in 
accordance with Articles X 111 and XI I IA of the California Constitution and special taxes apprOJed by a 
two-thirds vote under Article XI I IA, Section 4. ArticleX 111 D deals with assessments and property,elated 
fees and charges, and expl i ci tly pro.!i des that not hi ng in Article X 111 C or X 111 D wi 11 be construed to affect 
existing laws relating to the irrposition of fees or charges as a condition of property development. 

The District does not i rrpose any taxes, assessments, or property,elated fees or charges which are 
sul::ijecttothe prOJisions of Proposition 218. It does, hcwever, receive a portion of the basic 1% advalorem 
property tax levied and collected by the County pursuant to Article XI I IA of the California Constitution. 
The prOJisions of Proposition 218 rray have an indirect effect on the District, such as by limiting or 
reducing the revenues otherwise available to other local governments whose boundaries encorrµiss 
property located within the District thereby causing such local governments to reduce service levels and 
possibly acwersely affecting the value of property within the District. 
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Statutory Limitations 

On NOJerrber 4, 1986, State voters apprOJed Proposition 62, an initiative statute limiting the 
irrposition of new or highertaxes b,t local agencies. The statute (a) requires new or higher general taxes to 
be apprOJed b,t two-thirds of the local agency's governing body and a majority of its voters; (b) requires 
the i ncl usi on of specific i nformati on in al I I ocal ordi nances or resol uti ons proposing new or higher general 
or special taxes; (c) penalizes local agencies that fail to comply with the foregoing; and (cl) required local 
agencies to stop collecting any new or higher general tax adopted after July 31, 1985, unless a majority of 
the voters apprOJed the tax b,t N overrber 1, 1988. 

Appellate court decisions follCM!ing the apprOJal of Proposition 62 determined that certain 
prOJisions of Proposition 62 were unconstitutional. Hcwever, the California Supreme Court upheld 
Proposition 62 in its decision on Septerrber 28, 1995 in Santa Clara CountyTransportationAuthorityv. 
Guardino. This decision reaffirmed the constitutionality of Proposition 62. Certain matters regarding 
Proposition 62 were not addressed in the Supreme Court's decision, such as whether the decision applies 
retroactively, what remedies exist fortaxi:avers sul::iject to a tax not in corrpl i ance with Proposition 62, and 
whether the decision appl i es to charter cities. 

Proposition 98 and Proposition 111 

On NOJember 8, 1988, voters appro.!ed Proposition 98, a combined initiative constitutional 
amendment and statute called the "Classroom Instructional lmprOJement and Accountability Act'' (the 
"Accountability Act"). The Accountability Act changed State funding of public education belcw the 
university I eve I, and the operation of the State' s A ppropri ati ons Li nit. The A ccountabi I ity A ct guarantees 
State funding for K-12 districts and community college districts (collectively, "K-14 districts") at a level 
equal to the greater of ( a) the same percentage of general fund revenues as the percentage appropriated to 
such districts in 1986-S7, which percentage is equal to 40.936, or (b) the amount actually appropriated to 
such districts from the general fund in the previous fiscal year, acjjusted for grcwth in enrollment and 
inflation. 

Since the Accountability Act is unclear in some details, there can be no assurance that the 
L egi sl ature or a court night not i nterpretthe A ccountabi Ii ty A ct to require a different percentage of general 
fund revenues to be al I ocated to K -14 districts than the 40.936 , or to apply the relevant percentage to the 
State's budgets in a different way than is proposed in the Governor's Budget. In any event, the GOJernor 
and other fi seal observers expect the A ccountabi Ii ty A ct to pl ace i ncreasi ng pressure on the State's budget 
OJ er future years, potential ly reducing resources avai I able for other State programs, especial ly to the extent 
the Article X 111 B spending Ii nit would restrain the State's ability to fund such other programs b,t raising 
taxes. 

The Accountability Act also changes hew tax revenues in excess of the State Appropriations Li nit 
are distributed. Any excess State tax revenues upto a specified amount would, instead of being returned to 
taxpayers, be transferred to K -14 districts. Such transfer would be excluded from the A ppropri ati ons L i mit 
for K-14 districts and the K-14 districts Appropriations Li nits for the next year would automatically be 
increased b,t the amount of such transfer. These additional moneys would enterthe base funding calculation 
for K-14 districts for subsequent years, creating further pressure on other portions of the State budget, 
particularly if revenues decline in a year follcwing an Article XIIIB surplus. The maximum amount of 
excess tax revenues which could be transferred to schools is 4% of the ni ni mum State spending for 
education mandated b,t the Accountability Act, as described above. 

OnJ une 5, 1990, California voters approved Proposition 111 (Senate Constitutional Amendment 
1), which further modified the Constitution to alterthe spending Ii nit and education funding prOJisions of 
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Proposition 98. Most significantly, Proposition 111 (1) Ii beralized the annual acjj ustments to the spending 
Ii nit 0y measuring the "change in the cost of living'' 0y the change in State per capita personal income 
rather than the Consumer Price Index, and specified that a portion of the State's spending Ii nit would be 
acjj usted to reflect changes in school attendance; ( 2) prOJi ded that 5036 of the "excess" tax revenues, 
deternined based on a two-year cycle, would be transferred to K-14 districts with the balance returned to 
taxpayers (rather than the previous 10036 but only up to a cap of 4% of the districts' ninirnurn funding 
level), and that any such transfer to K-14 districts would not be built into the school districts' base 
expenditures for calculating their entitlement for State aid in the follcwingyear and would not increase the 
State's appropriations Ii nit; (3) excluded frornthe calculation of appropriations that are sul::ijecttothe Ii nit 
appropri ati ans for certain "qual i fi ed capital out I ay prqj ects" and certai n i ncreases i n gasol i ne taxes, sales 
and use taxes, and receipts frorn vehicle weight fees; (4) prOJided that the Appropriations Li nit for each 
unit of gOJernment, including the State, would be recalculated beginning in the 1990-91 fiscal year, based 
on the actual lirnit for fiscal year 1986-S7, acjjusted forward to 1990-91 as if Senate Constitutional 
Amendment 1 had been in effect; and (5) acjjustedthe Proposition 98forrnula that guarantees K-14districts 
a certain arnount of general fund revenues, as described bel cw. 

Under prior law, K-14 districts were guaranteed the greater of (a) 40.936 of general fund revenues 
(the "first test'') or (b) the arnount appropriated in the prior year aqjusted for changes in the cost of living 
(measured as in Article XIIIB 0y reference to per capita personal income) and enrollment (the "second 
test"). Under Proposition 111, school districts would receive the greater of (a) the first test, (b) the second 
test or ( c) a third test, which would replace the second test in any year when grONth in per capita general 
fund revenues frorn the prior year was I ess than the annual grONth in State per capita personal income. 
U nder the thi rd test, school districts would receive the arnount appropriated i n the prior year acjj usted for 
change in enrollment and per capita general fund revenues, plus an additional sn-all acjjustment factor. If 
the third test were used in any year, the difference between the third test and the second test would become 
a" credit" to be paid in future years when general fund revenue grONth exceeds personal income grONth. 

Assembly Bill No. 26& California Redevelopment Association v. Matosantos 

On February 1, 2012, pursuant to the California Supreme Court's decision in California 
Redevelopment Association v. Matosantos, Asserrbly Bill No. 26 (First Extraordinary Session) ("AB lX 
2o') dissolved al I redevelopment agencies i n existence and designated " successor agencies" and "OJersi ght 
boards" to satisfy "enforceable obligations" of the former redevelopment agencies and administer 
dissolution and wind dcwn of the former redevelopment agencies. With linited exceptions, all assets, 
properties, contracts, leases, records, buildings and equipment, including cash and cash equivalents of a 
former redevelopment agency were transferred to the control of its successor agency and, uni ess otherwise 
required pursuant to the terms of an enforceable obi i gati on, di stri buted to various related taxing agencies 
pursuantto AB 1 X 26. 

It is possi bl e that there wi 11 be addi ti anal I egi sl ati on proposed and/or enacted to clarify various 
inconsistencies contained in AB lX 26 and there n-ay be additional legislation proposed and/or enacted in 
the future aff ecti ng the current scheme of di ssol uti on and wi ndi ng up of redevelopment agencies currently 
contemplated 0y AB lX 26. For example, AB 1484was signed 0ythe GOJernoronJ une 27, 2012, to clarify 
and amend certain aspects of AB lX 26. AB 1484, arnong other things, attempts to clarify the role and 
requirements of successor agencies, prOJi des successor agencies with rnore control OJer agency bond 
proceeds and properties previously cwned 0y redevelopment agencies and adds other new and rnodi fi ed 
requirements and deadlines. AB 1484 also prOJides for a "tax claw back'' prOJision, wherein the State is 
authorized to withhold sales and use tax revenue allocations to local successor agencies to offset payment 
of property taxes cwed and not paid 0y such local successor agencies to other local taxing agencies. This 
"tax cl aw back'' provision has been chal I enged i n court 0y certai n cities and successor agencies. The District 
cannot predict the outcome of such litigation and what effect, if any, it will have on the District. 

A-31 



Additionally, no assurances can be given as to the effect of any such future proposed and/or enacted 
legislation on the District. 

Proposition 30 and Proposition 55 

On NOJember 6, 2012, voters apprOJed Proposition 30, also referred to as the Temporary Taxes to 
Fund Education, Guaranteed Local Public Safety Funding, Initiative Constitutional Amendment. 
Proposition 30 temporarily (a) increased the personal i ncorre tax on certain of the State's income taxpc1.yers 
b,t one to three percent for a period of seven years beginning with the 2012 tax year and ending with the 
2019 tax year, and ( b) increased the sales and use tax b,t one-quarter percent for a period of four years 
beginning on January 1, 2013 and ending with the 2016 tax year. The revenues generated from such tax 
increases are included in the calculation of the Proposition 98 ninirnum funding guarantee (see "
Proposition 98 and Proposition 111" abOJe). The revenues generated from such temporary tax increases 
are deposited into a State account created pursuant to Proposition 30 (the Education Protection Account), 
and PE36 of the amounts therein are al I ocated to school districts and 11 % of the amounts therei n are 
allocated to community college districts. 

The Proposition 30 sales and use tax increases expired at the end of the 2016 tax year. Under 
Proposition 30, the personal incorre tax increases were set to expire at the end of the 2018 tax year. 
Hcwever, the official results of the state.vi de general election on NOJeniber 8, 2016 reflect that 63.3% of 
voters in the State voted in favor of the California Tax Extension to Fund Education and Healthcare 
I ni ti ative (" Proposition 5 5"), which extends b,t twelve years the temporary personal i ncorre tax increases 
on incomes OJer $250,000 that was first enacted b,t Proposition 30. Revenues from the tax increase wil I 
be allocated to school districts and community colleges in the State. 

Applications of Constitutional and Statutory Provisions 

The application of Proposition 98 and other statutory regul ati ans has become i ncreasi ngly difficult 
to predict accurately in recent years. For a discussion of hew the prOJisions of Proposition 98 have been 
applied to school funding see "DISTRICT FINANCIAL MATTERS - State Funding of Education; State 
B udget Process." 

Proposition 2 

General. Proposition 2, which included certain constitutional amendments to the Rainy Day Fund 
and, upon its apprOJal, triggered the i rnplementati on of certain prOJi sions which could Ii mitthe amount of 
reserves that may be maintained b,t a school district, was apprOJed b,t the voters in the November 2014 
election. 

Rainy Day Fund. The Proposition 2 constitutional amendments related to the Rainy Day Fund (i) 
require deposits into the Rainy Day Fund whenever capital gains revenues rise to more than 836 of general 
fund tax revenues; (ii) setthe maximum size of the Rainy Day Fund at 1036 of general fund revenues; (iii) 
for the next 15 years, require half of each year's deposit to be used for supplemental pc1.yments to P3-Y dONn 
the budgetary debts or cther long-term liabilities and, thereafter, require at least half of each year's deposit 
to be saved and the remainder used for supplemental debt pc1.yments or savings; (iv) all cw the withdrawal 
of funds only for a disaster or if spending remains at or belcw the highest level of spending from the past 
three years; (v) require the State to prOJide a rnultiyear budget forecast; and (vi) create a Proposition 98 
reserve (the" Public School System Stabilization Account") to set aside funds in good years to nininize 
future cuts and smooth school spending. The State may deposit amounts into such account only after it has 
paid al I amounts cwi ng to school districts relating to the Proposition 98 maintenance factor for fi seal years 
prior to fiscal year 2014-15. The State, in addition, may not transfer funds to the Public School System 
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Stabilization Account unless the State is in a Test 1 year under Proposition 98 or in any year in which a 
mai ntenance factor is created. 

SB 858. SenateBill 858("SB 858'') becameeffectiveuponthepissageofProposition2. SB 858 
includes provisions which could linitthe amount of reserves that rray be maintained b,t a school district in 
certain circumstances. Under SB 858, in any fiscal year imrrediately follcwing a fiscal year in which the 
State has rrade a transfer into the Public School System Stabilization Account, any adopted or revised 
budget b,t a school district would need to contai n a corrbi ned unassigned and assigned endi ng fund balance 
that (a) for school districts with an A.D.A. of less than 400,000, is not more than two tirres the amount of 
the reserve for economic uncertainties rrandated b,t the Education Code, or (b) for school districts with an 
A.D.A. that is more than 400,000, is not more than three tirres the amount of the reserve for economic 
uncertainties rrandated b,t the Education Code. In certain cases, the county superintendent of schools rray 
grant a school district a waiver from this limitation on reserves for up to two consecutive years within a 
three-year period if there are certai n extraordinary fi seal ci rcumstances. 

The District, which has an A.D.A. of less than 400,000, is required to maintain a reserve for 
econonic uncertainty in an amount equal to 3% of its general fund expenditures and other financing uses. 
The Refunding Bonds are payable from ad valoremtaxes to be levied within the District pursuant to the 
California Constitution and other State law. Accordingly, the District does not expect SB 858 toacwersely 
affect its ability to pay the principal of and interest on the Refunding Bonds as and when due. 

Future Initiatives 

ArticleXIIIA, ArticleXIIIB, ArticleXIIIC, Article XII ID, as well as Propositions 2, 30, 55, 62, 
98, 111 and 218, were each adopted as rreasures that qualified for the ballot pursuanttothe State's initiative 
process. From tirre to tirre other initiative measures could be adopted, further affecting District revenues 
or the District's ability to expend revenues. 
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FINANCIAL SECTION 



Vavrinek, Trine, Day & Co., LLP 
Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT 

GOJerning Board 
Ne.vport--Mesa Unified School District 
Costa Mesa, California 

Report on the Financial Statements 

We have audited the accorrpanyi ng financial statements of the gOJernmental activities, each rnaj or fund, and the 
aggregate remaining fund information of the Ne.vport-Mesa Unified School District (the District) as of and for the 
year endedJ une 30, 2016, and the related notes to the financial statements, which collectively corrprise the 
District's basic financial statements as I isted in the table of contents. 

Management's Responsi bi I ity for the Financial Statements 

Management is responsi bl e for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and rnai ntenance of internal control relevantto the preparation and fair presentation of financial 
statements that are free frorn material rni sstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to fi nanci al audits contained i n G o.ternrnent Audi ti ng Standards, issued b,I the Cornptrol I er General of 
the United States; and the 2015-2016 Guide for Annual Audits of K-12 Local Education Agencies and State 
Cornpliance Reporting, issued b,I the California Education Audit Appeals Panel as regulations. Those standards 
require that we plan and perform the auditto obtain reasonable assurance about whetherthe financial statements 
are free frorn material rni sstaternent. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessrnent of the 
risks of material nisstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the District's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the District's internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting esti mates made b,I management, as wel I as eval uati ng the OJeral I 
presentation of the financial statements. 

We believe thatthe audit evidence we have obtained is sufficient and appropriate to prOJide a basis for our audit 
opinions. 
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Opinion 

In our opinion, the financial statements referred to alx:we present fairly, in all material respects, the respective 
financial position of the gcwernmental activities, each rnaj or fund, and the aggregate rernai ni ng fund information 
of the Ne.vport--Mesa Unified School District, as of June 30, 2016, and the respective changes in financial 
position and, where applicable, cash flo.vs thereof for the yearthen ended in accordance with accounting 
principles generally accepted in the United States of America. 

Other M aners 

Required Supplementary I nforrnation 

Accounting principles generally accepted in the United States of America require thatthe management's 
discussion and analysis on pages 5 through 16, budgetary corrparison schedule, schedule of other 
posternpl oyment benefits fundi ng progress, schedule of the District's proportionate share of net pension I i abi Ii ty, 
and the schedule of District contributions on pages 75 through 78, be presented to supplementthe basic financial 
statements. Such i nforrnati on, al though not a part of the basic financial statements, is required b,I the 
G 0,/ernmental Accounting Standards B oard who considers it to be an essential part of fi nanci al reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. We have 
appl i eel certain Ii ni ted procedures to the requi red supplementary i nforrnati on in accordance with audi ti ng 
standards generally accepted in the United States of America, which consisted of inquiries of management about 
the methods of prepari ng the information and comparing the i nforrnati on for consist ency with rnanagement's 
responses to our inquiries, the basic financial statements, and other kno.vledgewe obtained during our audit of the 
basic financial statements. We do not express an opinion or pro.tide any assurance on the information because the 
linited procedures do not prO,!ide us with sufficient e.tidence to express an opinion or pr0,1ide any assurance. 

Other I nforrnati on 

Our audit was conducted for the purpose of forrni ng opinions on the financial statements that col I ectively 
comprise the Ne.vport-Mesa Unified School District's basic financial statements. The accompanying 
supplementary inforrnation such as the combining and individual non-major fund financial statements and 
Schedule of Expenditures of Federal Awards, as required b{Title 2 U.S. Code of Federal Regulations (CFR) Part 
200, UniforrnAdninistrative Requirements, Cost Principles, and Audit Requirements for Federal Awards and the 
other supplementary inforrnation as listed on the table of contents are presented for purposes of additional 
analysis and are not a required part of the basic financial statements. 

The accornpanyi ng supplementary i nforrnati on is the responsi bi Ii ty of management and was derived frorn and 
rel ates directly to the underlying accounting and other records used to prepare the basic financial statements. 
Such inforrnation has been suqjected to the auditing procedures applied in the audit of the basic financial 
statements and certain additional procedures, including corrparing and reconciling such information directly to 
the underlying accounting and other records used to prepare the basic financial statements or to the basic financial 
statements them,elves, and other additional procedures in accordance with auditing standards generally accepted 
in the United States of America. In our opinion, the Schedule of Expenditures of Federal Awards and 
accompanying supplementary information is fairly stated, in all rnaterial respects, in relation to the basic financial 
statements as a whole. 
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Other Reporting Required by Gc:wernmentAuditing Standards 

I n accordance with Gc:wernment Auditing Standards, we have also issued our report dated Decerrber 6, 2016, on 
our consideration of the Newport-Mesa Unified School District's internal control ewer financial reporting and on 
our tests of its cornpl i ance with certai n pro.ti si ons of I aws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of ourtesti ng of internal control ewer financial 
reporting and compliance and the results of thattesting, and not to pro.tide an opinion on internal control ewer 
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Gc:wernmentAuditing Standards in considering Newport-Mesa Unified School District's internal control ewer 
financial reporti ng and cornpl i ance. 

/. / -Z-· b,! ~ c:, t:.if v~, -, ~, .,., 
Rancho Cucamonga, California 
December 6, 2016 
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NEWPORT-MESA Unified School District 

2985 Bear Street• Costa Mesa• California 92626 • (714) 424-5000 
BOARD OF EDUCATION 

Dana Black• Walt Davenport• Martha Fluor 
Judy Franco • Charlene Meto,ter • Vicki Snell• Karen Yelsey 

Frederick Navarro, E d.D., Superintendent 

This section of Ne.vport-Mesa Unified School District's (the District) annual financial report presents our 
discussion and analysis of the District's financial performance during the fiscal year that ended onJ une 30, 2016. 
Please read it in conjunction with the District's financial statements, which imnediately follo.v this section. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

The Financial Statements 

The financial statements presented herein include all of the activities of the District and its component units using 
the integrated approach as prescribed b,I Go.ternmental Accounting Standards Board (GASB) Statement No. 34. 

The Go.ternment-Wide Financial Statements present the financial picture of the District from the econonic 
resources measurement focus using the accrual basis of accounting. These statements include al I assets of the 
District (including capital assets), as well as all liabilities (including long-term obligations). Additionally, certain 
eliminations have occurred as prescribed b,I the statement in regards to interfund activity, payables, and 
receivables. 

The G o.ternmental-Type Activities are prepared using the economic resources measurement focus and the accrual 
basis of accounting. 

The Fund Financial Statements include statements for each of the three categories of activities: gOJernmental, 
proprietary, and fiduciary. 

The Go.ternmental Funds are prepared using the current financial resources measurement focus and modified 
accrual basis of accounti ng. 

The Proprietary Fund is prepared using the economic resources measurement focus and the accrual basis of 
accounting. 

The Fiduciary Activities are prepared using the economic resources measurement focus and the accrual basis 
of accounting. 

Reconciliation of the Fund Financial Statements to the Go.ternment-Wide Financial Statements is pro.tided to 
explain the differences created b,I the integrated approach. 

5 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

REPORTING THE DISTRICT ASA WHOLE 

The Statement of Net Position and the Statement of Activities 

The Statement of Net Position and the Statement of Activities report information about the District as a whole and 
about its activities. These statements include all assets and liabilities of the District using the accrual basis of 
accounting, which is sinilartothe accounting used by most private-sector companies. All of the current year's 
revenues and expenses are taken into account regardless of when cash is received or paid. 

These two statements report the District's net p:isition and changes in them. Net p:isition is the difference 
between assets and deferred outfl ONS of resources, and Ii abi Ii ti es and deferred i nfl ONS of resources, which is one 
way to measure the District's financial health, or financial p:isition. overtime, increases or decreases in the 
District's net p:isition will serve as a useful indicator ofwhetherthe financial p:isition of the District is impr0.ting 
or deteriorating. Other factors to consider are changes in the District's property tax base and the condition of the 
District's facilities. 

The relationship between revenues and expenses is the District's operating results. Si nee the Boards 
responsibility is to pro.tide services to our students and not to generate profit as commercial entities do, one must 
consider other factors when evaluating the 0.terall health of the District. The quality of the education and the 
safety of our schools will likely be an important component in this evaluation. 

All of the District's services are reported in g0.ternmental activities. This includes the education of kindergarten 
through grade twelve students, adult education students, the operation of child development activities, and the on
going effort to i mprcwe and maintain bui I dings and sites. Property taxes, State i ncorne taxes, user fees, interest 
income, Federal, State and local grants, as well as general obligation bonds, finance these activities. 

REPORTING THE DISTRICT'S MOST SIGNIFICANT FUNDS 

Fund Financial Statements 

The fund financial statements pr0.ti de detai I ed information albout the most significant funds - not the District as 
a whole. Some funds are required to be established by State law and by bond c0.tenants. HONever, management 
establishes many other funds to help it control and manage money for particular purp:ises or to shONthat it is 
meeting legal responsibilities for using certain taxes, grants, and other money that it receives from the U.S. 
Department of Education and the California Department of Education. 

G0.ternmental funds-Most of the District's basic services are reported in g0.ternmental funds, which focus on 
hON money flONs into and out of those funds and the balances left at year-end that are available for spending. 
These funds are reported using an accounting method called modified accrual accounting, which measures cash 
and al I other financial assets that can readily be converted to cash. The g0.ternmental fund statements pro.ti de a 
detai I ed short-term vi e.v of the District's general g0.ternment operations and the basic services it pr0.ti des. 
G0.ternmental fund information helps deterninewhetherthere are more or fe.ver financial resources that can be 
spent in the near future to finance the District's programs. The differences ofresults in the g0.ternmental fund 
financial statements to those in the g0.ternment-wide financial statements are explained in a reconciliation 
fol I ONi ng each g0.ternmental fund financial statement. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

Proprietary Funds-When the District charges users for the services it pr0.tides, whetherto outside custorrers or 
to other departrrents wi thi n the District, these services are generally reported in proprietary funds. Proprietary 
funds are reported in the sarreway that all activities are reported in the Staterrent of Net Position and the 
Staterrent of Revenues, Expenses, and Changes in Fund Net Position. We use internal service funds (the other 
component of proprietary funds) to report activities that pr0.tide supplies and services for the District's other 
programs and activities, such as the District's Self-Insurance Fund. The internal service funds are reported with 
g0.ternrrental activities in the g0.ternrrent-wide financial staterrents. 

THE DISTRICT ASA TRUSTEE 

Reporting the District's Fiduciary Responsibilities 

The District is the trustee, or fiduciary, for funds held on behalf of others, like our funds for associated student 
body activities and scholarships. The District's fiduciary activities are reported in the Staterrent of Net Position. 
These activities are excluded frorn the District's other financial staterrents because the District cannot use these 
assets to finance its operations. The District is responsible for ensuring the assets reported in these funds are used 
for their intended purposes. 

FINANCIAL HIGHLIGHTS 

Major financial highlights forthe 2015-2016year include adapting to the nurrerous changes imposed with the 
adoption of the Property Tax -Local Control Funding Formula (LCFF). 

The Property Tax -LCFF was developed in an attempt to simplify hON State funding is pr0.tided to local 
educati anal agencies. Revenue Ii nits and most State categorical programs were eliminated. Districts nON receive 
funding based on the demographic profile of the students they serve and gain greater flexibility to use these funds 
to imprcwe student outcomes. Funding targets are created that consist of grade span-specific base grants plus 
suppl errental and concentration grants that reflect student demographic factors. Districts must nON draft a 
priority setting docurrent called the Local Control Accountability Plan, or LCAP, which lays out the main 
oqjectives for rreeting the learning requirerrents of high need students. The LCAP becomes a second staterrent 
of Board B udget priori ti es and must be adopted along with the budget. 

The Property Tax -LCFF has significantly different meaning for Ne.vport-Mesa as a district wholly reliant on its 
ONn property tax fl ON rather than on state funds. We come under the sarre strictures as al I other school districts, 
but the State pr0.tides very little of the annual revenue frorn State sources. State support for programs in a locally 
funded school district such as Ne.vport-Mesa Unified School District, has been frozen at the discounted ION-point 
of 2012-2013. Nonetheless, as the laws pertaining to Property Tax -LCFF apply to all school districts, the State 
will continue to dictate hON monies are spent, even though the State no longer pr0.tides the funding. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

The District has focused on differentiated gm.ls and rrethods that address areas of proficiency that are germane to 
both lo.v--achieving and other subgroups. To maximize scarce resources in delivering services to all students, the 
District has chosen a strategy of utilizing econonies of scale. Corrbinedwith assertive identification of those 
students who are falling behind, the specific skills they are not mastering, and intervention programs based on 
individual student needs, this strategy ensures an undiluted effort in addressing the needs of target populations. 

The District has continued substantially upgrading its facilities and infrastructure which is funded b,I Measure F 
General Obligation bonds. Measure F pro.tides for the levy of a special tax to support $282 million in general 
obligation bonds to increase access to educational opportunities for all students, pro.tide facilities to rreet current 
State educati anal requi rerrents and i mprcwe student safety b,I compl eti ng specific prqj ects throughout the District. 

I n 201 5-2016, two restricted programs had expenditures that significantly exceeded thei r revenue: Special 
Education and Transportation (Special Education Transportation and Horne-to-School Transportation). The term 
used when restricted program expenditures exceed the agency apprcwed revenue is "E ncroachrrent". When 
encroachrrent occurs, funds must be "contributed" from unrestricted funds to offsetthe restricted program deficit. 

Most school agencies throughout Orange County have been between 40 to 70 percent greater expenses than 
revenue (encroachrrent) for Special Education and Transportation. In 2015-2016, District Special Education 
encroachrrent on the General Fund was $31.4 million and Transportation encroachrrent on the General Fund was 
$3.1 nillion. 

Correcting the shortfalls in funding for Special Education and Transportation require additional State aid. Atthe 
present tirre, inadequate resources to rreet legal mandates leaves the District in the position of driM'ing money 
from al I other parts of the budget to pay for Special Education and Transportation. 

Overall, the District has been able to maintain its level of significant programs and services. This is a direct result 
of the Board of Education's fiscal prudence and foresight. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

THE DISTRICT ASA WHOLE 

Net Position 

The District's net position was ($65.6) million for the fiscal year endedJ une 30, 2016. Of this amount, 
($207.5) million was unrestricted (deficit). Restricted net position is reported separately to sho.v legal constraints 
from debt co.tenants, grantors, constitutional prc:wisi ans, and enabling I egi slati on that Ii mit the School Board's 
ability to use that net position for day-to-day operations. Our analysis belo.v, in summary form, focuses on the 
net position (Table 1 -Net Position) and change in net position (Table 2-Changes in Net Position) of the 
District's gcwernmental activities. 

ASSETS 
Current and other assets 
Capital assets 

Total Assets 

Table 1 -Net Position 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred charge on refunding 
Deferred outflo.vs of resource related to pensions 

Total Outflo.v of Resources 

LIABILITIES 
Current liabilities 
Long-term obi i gati ons 
Aggregate net pension liability 

Total Liabilities 

DEFERRED INFLOWS OF RESOURCES 
Deferred i nfl o.vs of resource related to pensions 

NET POSITION 
Net investment in capital assets 
Restricted 
Unrestricted (Deficit) 

Total Net Position 

G avernmental Activities 
as Restated 

2016 2015 

$ 178, 136,093 
344, 779, 120 
522,915,213 

3,663,947 
51,734, 157 
55,398, 104 

23,229,040 
349,727,950 
224,316,235 
597,273,225 

46,625,925 

119,420,590 
22,506,748 

(207,513, 171) 
$ (65,585,833) 

$ 165,876,466 
332,463,832 
498,340,298 

4,013,814 
15,545,533 
19,559,347 

17,673,344 
339,606,ffil 
181,587, 148 
538,867,353 

51,985,403 

104,308,ffil 
15,876,465 

( 193, 138,437) 
$ (72,953,111) 

The ($207.5) nil lion in unrestricted (deficit) of gcwernmental activities represents the accumulated results of all 
past years' operations. Unrestricted net position -the part of net position that can be used to finance day-to-day 
operations without constraints establ i shed b,I debt co.tenants, enabl i ng I egi sl ati on, or other I egal requi rements -
increased 7.5 percent from ($193.1) million in 2015. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

Changes in Net Position 

The results of this year's operations for the District as a whole are reported in the Statement of Activities on 
page 18. Table 2 takes the information from the statement and rearranges it slightly so you can see ourtotal 
revenues for the year. 

Table 2-Changes in Net Position 

Revenues 
Program revenues: 

Charges for services 
Operating grants and contri buti ons 
Capital grants and contri buti ans 

General revenues: 
Federal and State aid not restricted 
Property taxes 
Other general revenues 

Total Revenues 

Expenses 
I nstructi on,el ated 
Student support services 
A dni ni strati on 
Mai ntenance and operati ans 
Other 

Total Expenses 
Change in Net Position 

Governmental Activities 

Governmental Activities 
2016 2015 

$ 1,978,854 $ 2,061,062 

$ 

49,294,209 

27,412,600 
234,925,225 
16,869,480 

330,480,368 

205,633,4 54 
29,028,811 
15,856,679 
29,794,792 
42,799,354 

323, 113,090 
7,367,278 $ 

47,995,899 
11 

16,641,280 
215,945,600 

7,262,887 
289,906,739 

186,830, 516 
27,815,852 
16,379,039 
30,692,686 
39,642,371 

301,360,464 
(11,453,725) 

As reported in the Statement of Activities on page 18, the cost of all of our gcwernmental activities this year was 
$323.1 million. Hcwever, $51.3 million of that balance was financed from the District's program revenues. 

This represents the total cost I ess: 

1) The costs paid b,I those who benefited from the programs $2.0 nil lion; and 

2) By other governments and organi zati ans who subsidized certain programs with grants and contri buti ans 
($49.3 million). Of the $330.5 million, local taxpayers paid $234.9 million. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

In Table 3 -Net Cost of Gc:wernrrental Activities, we have presented the cost and net cost of each of the District's 
rnaj or functions - instruction; i nstructi on related activities (incl udi ng supervision of i nstructi on; i nstructi anal 
Ii brary, rnedia, and technology; and school site adni nistration); pupil services (including horre-to--school 
transportation; food services; and all other pupil services); general administration (including data processing; and 
al I other general adni ni strati on); pl ant services; anci 11 ary services; enterprise services; interest on I ong-terrn 
obligations; other; and depreciation (unallocated). As discussed alx:we, net cost shews the financial burden that 
was placed on the District's taxpayers b,I each of these functions. Pro.tiding this information allcws our citizens 
to considerthe cost of each function in comparison to the benefits they believe are pro.tided b,I that function. 

Table 3-Net Cost ofGc:wernrnental Activities 

2016 2015 
Total Cost Net Cost* Total Cost Net Cost* 
of Services of Services of Services of Services 

I nstructi on $ 168,251,902 $ 1 39, 72 4, 8CXi $ 152,878,995 $ 122,242,483 
I nstruction,elated activities: 

Supervision of instruction 14,569,928 10,850,231 12,476,036 8,712,326 
I nstructi anal I i brary, rnedi a, 
and technology 3,256,089 2,871,107 3,147,046 2,759,700 

School site adninistration 19,555,535 18,745,632 18,328,439 17,550,510 
Pupi I Services: 

H orre-to--school transportation 6,399,371 6,367,463 6,539,521 6,507,568 
Food services 9,121,244 814,012 9,306,935 1, 139,331 
Other pupi I services 13,508, 196 10,839,884 11,969,396 8,816,598 

General A dni ni strati on: 
Data processing 7,493,690 7,493,690 6,639,518 6,639,518 
A 11 other general adni ni strati on 8,362,989 6,478,770 9,739,521 7,638,987 

Plant services 29,794,792 29,769,379 30,692,686 30,650,534 
A nci 11 ary services 3,591,256 3,347,489 3,189,801 2,601,833 
E nterpri se services 3,231 3,231 5,555 5,555 
I nterest on I ong-terrn obi i gati ons 15,021,752 15,021,752 14,610,663 14,610,663 
Other 3,362,883 (1,307,651) 2,991,369 2,582,903 
Depreciation ( unal I ocated) 20,820,232 20,820,232 18,844,983 18,844,983 

Total $ 323, 113,090 $ 271,840,027 $ 301,360,464 $ 251,303,492 

* Net of charges for services and sales, and operati ng and capital grants. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

THE DISTRICT'S FUNDS 

As the District completed this year, our gc:wemmental funds reported a corrbined fund balance of $145.9 million, 
which is an increase of $6.4 million from last year (Table 4-Gc:wemmental District Funds). 

Table4-Gc:wernmental District Funds 

Balances and Activity 
July 1, 2015 Revenues Expenditures June 30, 2016 

General Fund $ 59,832,457 $ 295,345,959 $ 286,931,966 $ 68,246,450 
Special Reserve Fund for 
Capital Outlay Prqjects 54,816,799 24,769,921 28,048,920 51,537,800 

Adult Education Fund 25, 188 347,643 349,589 23,242 
Child Development Fund 205,165 2,459,169 2,560,364 103,970 
Cafeteria Fund 151,246 9,848,015 9,205,109 794,152 
Deferred Maintenance Fund 111 111 
Measure A and F Building Funds 10,463,305 37,689 3,302,076 7, 198,918 
Capital Facilities Fund 5,375,625 1,800,299 225,988 6,949,936 
Bond Interest and Redemption Fund 8,543,557 12,964,090 10,510,429 10,997,218 

Total $ 139,41 3, 342 $ 347,572,896 $ 341,134,552 $ 145,851,686 

The rnain reason for the increase;tlecrease in the corrbined fund balance is activity within the General Fund. The 
net increase of the General Fund totals $8.4 million. This increase was partially offset b,I decrease of $3.3 million 
in the Special Reserve Fund for Capital Outlay Prqjects and $3.3 million in the Measure A & F Building Funds. 

General Fund Budgetary Highlights 

Over the course of the year, the District revises its budget as it attempts to deal with unexpected changes in 
revenues and expenditures. The final amendment to the budget was adopted onJ une 28, 2016. (A schedule 
sho.vi ng the District's original and final budget amounts compared with amounts actually paid and received is 
pro.tided in our annual report on page 75.) The District experienced a total fund balance increase of $9.9 million 
between its original and final budgets. This increase can be attributed to LCFF and local revenues that were much 
rnore than expected. Drivers of the variances include the fol lo.vi ng: 

• The District enjO{s strong community financial support which accumulates c:werthe course of the year 
resulting in large revenue budget variances between original and final budgets. 

• Budgeted expenditures reflect a spend-every-dollar assumption which does not occur on an actual basis 
resulting in favorable expenditure budget variances. 

• Substantial property tax revenue was realized throughout the year which was undeterni nabl e at the ti me 
the budget was publ i shed. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

AtJ une 30, 2016, the District had $344.8 ml lion in a broad range of capital assets, including land, buildings, and 
furniture and equiprrent based on historical value. This amount represents a net increase (including additions, 
deductions, and depreciation) of $12.3 million, or 3.7 percent, frorn last year. 

Several major changes in 2015-2016 relate to prqjects for Measure F. This includes an increase of $47.6 million 
for land and construction in process. This year's changes include several Measure F related prqjects, vehicles, 
cafeteria equi prrent, and cl assroorn equi prrent such as computers. 

Land and construction i n process 
Land i rnproverrents 
B ui I dings and i rnprwerrents 
Portable classrooms and structures 
Equiprrent 

Total 

Table 5 -Capital Assets 

Governmental Activities 
2016 2015 

$ 53,467,398 
26,608,640 

248,317,533 
6,902,827 
9,482,722 

$ 344, 779, 120 

$ 53,130,984 
24,617,433 

237,453,361 
7,536,588 
9,725,466 

$ 332,463,832 

This year's additions (sho.vn belo.v as the net of deletions, transfers frornwork in progress, and 
accumulated depreciation aqjustrrents) include: 

2016 2015 
Land and construction i n process $ 336,414 $ ( 47,257,820) 
Land i rnproverrents 1,991,207 2,321,780 
B ui I dings and i rnprwerrents 10,864, 172 53,962,373 
Portable classrooms and structures (633,761) (646,323) 
Furniture and equiprrent 26,437 410,678 
Vehicles (269,181) (193,948) 

Total $ 12,315,288 $ 8,596,740 

Several capital prqjects are planned for the 2016-2017year. Additional detail regarding capital assets is provided 
i n Note 5 to the fi nanci al staterrents. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

Long-Term Obligations 

Atthe end of this year, the District had $349.7 million in outstanding debt versus $339.6 million last year, an 
increase of 3.0 percent. The increase can be attributed to increases in p:istemployment benefits and general 
obligation bonds. The District's outstanding debt at year-end consisted of: 

Table 6-0utstanding Debt at Year-£ nd 

General obi i gati on bonds (financed with property taxes) 
Capitalized lease obligations 
Postemployment benefits 
Other 

Total 

Governmental Activities 
2016 2015 

$ 292,349,943 
149,764 

39,108,652 
18, 119,591 

$ 349,727,950 

$ 288,100,847 
574,464 

34,501,904 
16,420,646 

$ 339,606,861 

The Moody Corporation studied the District's finances in December of 2015 and assigned its highest rating, "Aaa'' 
to the District. TheAaa rating reflects the District's exceptionally strong tax base, its prudent fiscal policy, and 
reserve levels. The State lirrits the amount of general obligation debt that districts can issue to five percent of the 
assessed val ue of al I taxable property wit hi n the District's boundaries. The District's outstanding general 
obligation debt of $288.1 million is significantly belo.v this statutorily-imposed lirrit. 

Other obi i gati ans i ncl ude compensated absences payable and esti mated i nsurance cl ai ms. We present more 
detailed information regarding our long-term liabilities in Note 9 of the financial statements. 

Net Pension Liability (NPL) 

At year-end, the District had a net pension liability of $224,316,235 as a result of GASB Statement No. 68, 
Accounting and Financial Reporting for Pensions. 

SIGNIFICANT ACCOMPLISHMENTS OF FISCAL YEAR 2015-2016ARE NOTED BELOW: 

Follo.ving the guidelines provided in the District's strategic plan, District staff has made significant achievements 
in 2015-2016. Just a fe.v of those achievements are listed belo.v: 

• The U.S. Ne.vs and World Report's 2016 Best High Schools awarded Coronadel Mar with a gold medal 
and Early College earned a silver medal. This poll took into consideration various components such as 
Graduation Rates, College Acceptance Rates, and Test Scores. 

• Twelve Elementary Schools in the District were recognized as 2016 California Gold Ribbon Schools. 

Due to the financial prudence and foresight of the District's Board of Education, the District has been able to 
maintain its level of significant programs and services and still remain on a sound financial footing. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

In considering the District Budget forthe 2016-2017year, the District Board and managerrent used the follcwing 
criteria: 

The key assurrptions in our revenue forecast are the follcwing: 

• Basic Aid District: The District's assessed valuation has grcwn on average c:werthe past five years at a 
rate of 4.11 percent per year which is higher than the rate of grcwth for the combined elerrents of student 
grcwth and cost of living acjjustrrents through State funding. Because assessed valuation is the basis of 
the computation of tax revenue, the reported grcwth in assessed valuation will be someNhat indicative of 
the grcwth in property tax revenue. Consistent with the District's expectations for grcwth in assessed 
valuation, the District's tax prqjection grcwth for 2016-2017 is 4.04 percent, exclusive of 
redevelopment/residual property tax. The final tax revenues for 2016-2017will not be available until 
N c:wentier 2017. 

• Under Property Tax -LCFF, basic aid districts will receive rrinirrum State funding of no less than the 
amount received in 2012-2013. The hold harmess amount is calculated based on the categorical 
allocation net of 8.92 percent fair share reduction. The 2016-2017 rrinirrum guarantee for Ne.vport-Mesa 
Unified School District is $7,643,294. 

• Education Protection Account Funding 

• Lottery Funding 

• Other Local Funding inclusive of the follcwing: 

• Various Donati ans 

• Community Redeveloprrent 

• Interest 

• Leases 

• Fees 

Expenditures are based on the fol lo.vi ng forecasts: 

• Salaries and benefits inclusive of higher Health & Welfare pension benefit rates consistent with stated 
District or 3'd party requi rerrents. 

• School Site Resource funding consistent with established per student rates. 

• Prqjected operations expenditures inclusive of the follcwing: 

• Utilities 

• Supplies and Contract Services 

• Debt Service 

15 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

MANANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2016 

Grades kindergarten through third 
Grades fourthrough six 
Grades se..ren through twelve 

Staffing Ratio 
29.0:1 
29.0:1 
30.5:1 

E nrol I rrent 
5,965 
4,375 
9,382 

For no.v, we can say that we have been prepared. As a result, we continue to be "Solvent and Mewing Forward". 
As with each year's Budget, this Budget has been prepared based on the best information and anticipation the 
District staff can pro.tide. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to pro.ti de our citizens, taxpayers, students, i nvestors and creditors with a general 
cwervie.v of the District's finances and to sho.vthe District's accountability for the rmney it receives. If you have 
questions about this report or need any additional financial information, contact the Deputy Superintendent and 
Chief Business Official at 2985 Bear Street, B uildingA, Costa Mesa, California 92626-4300. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

STATEMENT OF NET POSITION 
JUNE 30, 2016 

ASSETS 
Deposits and investments 
Receivables 
Prepaid expenses 
Stores inventories 
Capital Assets 

Land and work in progress 
Other capital assets 
Less: accumulated depreciation 

Total Capital Assets 
Total Assets 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred charge on refunding 
Deferred outflo..vs of resources related to pensions 

Total Deferred Outflows of Resources 

LIABILITIES 
Accounts payable 
Accrued interest payable 
Unearned revenue 
Long-Term Obi i gati ons 

Current portion of I ong-term obi i gati ons other than pensions 
Noncurrent portion of long-term obligations other than pensions 

Aggregate net pension liability 
Total Long-Term Obligations 
Total Liabilities 

DEFERRED INFLOWS OF RESOURCES 
Deferred i nfl o..vs of resources related to pensions 

NET POSITION 
Net investment in capital assets 
Restricted for: 

Debt service 
Capital prqj ects 
E ducati anal programs 
Other activities 

Unrestricted (Deficit) 
Total Net Position 

The accompanying notes are an integral part of these financial statements. 
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Gavernmental 
Activities 

$ 165,244,042 
12,566,118 

45,539 
280,394 

53,467,398 
502,480,027 

(211, 168,305) 
344,779, 120 
522,915,213 

3,663,947 
51,734, 157 
55,398, 104 

20,241,984 
1,672, 125 
1,314,931 

10, 138,621 
339, 589,329 
224,316,235 
574,044, 185 
597,273,225 

46,625,925 

119,420,590 

9,325,093 
6,949,936 
5,330,062 

901,657 
(207,513, 171) 

$ (65,585,833) 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Net (Expenses) 

Revenues and 

Changes in 

Program R eve nu es Net Position 

Charges for Operating 

Services and Grants and Governmental 

Fu nctions;P rograms Expenses Sales Contributions Activities 

Governmental Activities: 

I nstruction $ 168,251,902 $ 24,687 $ 28,502,409 $ ( 139,724,806) 

Instruction-related activities: 

Supervision of instruction 14,569,928 3,178 3,716,519 ( 10,850,23 l) 

Instructional library, media, 
and technology 3,256,089 348 384,634 (2,871, 107) 

School site administration 19,555,535 943 808,960 (18,745,632) 

Pupil services: 

Home-to-5chool transportation 6,399,371 31,908 (6,367,463) 

Food services 9, 121,244 l,828,609 6,478,623 (814,012) 

All other pupil services 13,508, 196 2,337 2,665,975 ( 10,839,884) 

Administration: 

Data processing 7,493,690 (7,493,690) 

All other administration 8,362,989 68,357 l,815,862 (6,478,770) 

PI ant services 29,794,792 86 25,327 (29,769,379) 

Ancillary services 3,591,256 2,698 241,069 (3,347,489) 

Enterprise services 3,231 (3,231) 

Interest on long-term obligations 15,021,752 (15,021,752) 

Other outgo 3,362,883 47,611 4,622,923 l ,307,651 
Depreciation (unallocated) 1 20,820,232 (20,820,232) 

Total Governmental Activities $ 323, 113,090 $ l,978,854 $ 49,294,209 (271,840,027) 

General revenues and subventions: 
Property taxes, levied for general purposes 221,478,872 

Property taxes, levied for debt service 12,930, 104 

Taxes levied for other specific purposes 516,249 
Federal and State aid not restricted to 
specific purposes 27,412,600 

I nterest and investment earnings l,071,628 

Miscellaneous 15,797,852 

Subtotal, General Revenues 279,207,305 

Change in Net Position 7,367,278 
Net Position -Beginning (72,953, l l l) 
Net Position-Ending $ (65,585,833) 

1 This arrount excludes any depreciation that is included in the direct expenses of the various programs. 

The accorrpanying notes are an integral part of these financial statements. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
BALANCE SHEET 
JUNE 30, 2016 

Special Reserve 
Fund for Non Major Total 

General Capital Outlay Gwernmental Gwernmental 
Fund (01) Prqj ects ( 40) Funds Funds 

ASSETS 
Deposits and i nvestments $ 93,400,917 $ 34,383,673 $ 26,627,515 $ 154,412, 105 
Receivables 9,839,306 107,759 2,612,440 12,559,505 
Due from other funds 1,055,509 20,773,330 47,500 21,876,339 
Prepaid expenditures 45,539 45,539 
Stores inventories 156,288 124,106 280,394 

Total Assets $ 104,497,559 $ 55,264,762 $ 29,411,561 $ 189, 173,882 

LIABILITIES AND FUND BALANCES 
Liabilities: 

Accounts payable $ 14,224,495 $ 3,726,962 $ 2,181,168 $ 20,132,625 
Due to other funds 20,820,830 1,053,810 21,874,640 
Unearned revenue 1,205,784 109, 147 1,314,931 

Total Liabilities 36,251,109 3,726,962 3,344, 125 43,322,196 
Fund Balances: 

N onspendabl e 351,827 124,106 475,933 
Restricted 5,330,062 35,786 25,920,088 31,285,936 
Assigned 50,964,561 51,502,014 23,242 102,489,817 
Unassigned 11,600,000 11,600,000 

Total Fund Balances 68,246,450 51,537,800 26,067,436 145,851,686 
Total Liabilities and 
Fund Balances $ 104,497,559 $ 55,264,762 $ 29,411,561 $ 189, 173,882 

The accompanying notes are an integral part of these financial statements. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET POSITION 

JUNE 30, 2016 

Total Fund Balance-Governmental Funds $ 145,851,686 
Amounts Reported for Governmental Activities in the 
Statement of Net Position are Different Because: 

Capital assets used in governrrental activities are not financial resources 
and, therefore, are not reported as assets in governrrental funds. 

The cost of capital assets is the follONing: 
Accumulated depreciation is the follONing: 

Net Capital Assets 

Expenditures relating to issuance and refunding of debt were recognized 
on the modified accrual basis. Under the accrual basis, these 
expenditures are capitalized and wi 11 be amortized as an adj ustrrent 
to i nterest expense. 

Expenditures relating to contri buti ans made to pension pl ans were 
recognized on the modified accrual basis, but are not recognized on the 
accrual basis. 

In governrrental funds, unmatured interest on I ong-term obi i gations is 
recognized in the period when it is due. On the governrrent-wide 
financial staterrents, unmatured interest on long-term obligations is 
recognized when it is incurred. 

The net effect of proportionate share of net pension liability as of the 
rreasurerrent date is not recognized as an expenditures under the 
modified accrual basis, but is recognized on the accrual basis over the 
expected remaining service life of rrembers receiving pension benefits 

An Internal Service Fund is used by the District's managerrent to charge 
the costs of the workers' compensation insurance program to the 
individual funds. The assets and liabilities of the Internal Service Fund 
are included with governrrental activities. Internal Service Fund net 
assets are as fol I ONs: 

The difference between prqjected and actual earnings on pension plan 
investrrents are not recognized on the modified accrual basis, but are 
recognized on the accrual basis as an adjustrrent to pension expense. 

The differences between expected and actual experience in the 
rreasurerrent of the total pension liability are not recognized on the 
modified accrual basis, but are recognized on the accrual basis over the 
expected average remaining service life of rrembers receiving pension 
benefits. 

The changes of assurrptions is not recognized as an expenditure under the 
modified accrual basis, but is recognized on the accrual basis over the 
expected average remaining service life of rrembers receiving pension 
benefits. 

The accorrpanying notes are an integral part of these financial statements. 
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$ 555,947,425 
(211, 168,305) 

344,779, 120 

3,663,947 

17,865,237 

(1,672,125) 

5,696,691 

127,641 

(15,450, 129) 

681,394 

(3,684,961) 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET POSITION (CONTINUED) 

JUNE 30, 2016 

Net pension liability is not due and payable in the current period, and 
is not reported as a Ii abi I i ty in the funds. 
Long-term obi i gati ons, incl udi ng bonds payable, are not due and payable 
in the current period and, therefore, are not reported as liabilities in the 
funds. 
Long-term obi i gati ans at year -€nd consist of the fol Io.vi ng: 

General obi i gati on bonds 
Unamortized premium on issuance 
Capital I eases 
Compensated absences (vacations) 
Other posterrpl O{ment benefits ( OPE B) 
California energy commission loan 
In addition, the District has issued "capital appreciation" bonds. The 
accretion of interest on those bonds to date is the fol Io.vi ng. 

Total Long-Term Obi i gati ans 
Total Net Position -Gwernmental Activities 

The accompanying notes are an integral part of these financial statements. 
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$ 224,859, 149 
8,212,482 

149,764 
4,519,740 

39,108,652 
3,000,000 

59,278,312 

$ (224,316,235) 

(339,128,099) 
$ (65,585,833) 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

GOVERNMENTAL FUNDS 
STATEMENT OF REVENUES, EXPENDITURES.AND 
CHANGES IN FUND BALANCES 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Special Reserve 
Fund for Non-Major Total 

General Capital Outlay Governmental Governmental 
Fund (01) Projects (40) Funds Funds 

REVENUES 
Local Control Funding Fornula $ 233,297,819 $ $ $ 233,297,819 
Federal sources 10,862,454 6,160,564 17,023,018 
Otl-Er State sources 39, 116, 114 2,329,436 3, 125,742 44,571,292 
Otl-Er local sources 12,069,461 550,754 16,783,483 29,403,698 

Total Revenues 295,345,848 2,880,190 26,069,789 324,295,827 
EXPENDITURES 
Current 

Instruction 157, 172, 176 2,201,072 159,373,248 
Instruction-related activities: 

Supervision of instruction 13,762,531 268,778 14,031,309 
Instructional library, media, 
and technology 3,096, 162 3,096, 162 
School site adninistration 18,428,521 258, 110 18,686,631 

Pupil services: 
Horne-to-,;chool transportation 6,243,844 6,243,844 
Food services 109,254 8,874,271 8,983,525 
All otl-Er pupil services 12,789,901 2,516 12,792,417 

Adninistration: 
Data processing 7,386,520 7,386,520 
All otl-Er adninistration 7,579,361 501,650 8,081,011 

Plant services 30,148,620 7,810 224,772 30,381,202 
Facility acquisition and construction 817,868 28,011,448 3,308, 153 32, 137,469 
Ancillary services 3,467,559 3,467,559 
Otl-Er outgo 3,333,221 29,662 3,362,883 

Delx service 
Principal 424,700 6,385,000 6,809,700 
I nterest and otl-Er 11,171 4, 129,233 4, 140,404 

Total Expenditures 264, 771 , 409 28,048,920 26, 153,555 318,973,884 
Excess (Deficiency) of Revenues 
Over Expenditures 30,574,439 (25,168,730) (83,766) 5,321,943 
Other FinancingSources(Uses) 

Transfers in 111 20,773,330 1,387,227 22,160,668 
Otl-Er sources -energy loan l, 116,401 l, 116,401 
Transfers out (22, 160,557) ( 111) (22, 160,668) 

Net Financing 
Sources (Uses) (22, 160,446) 21,889,731 1,387, 116 l, 116,401 

NET CHANGE IN FUND BALANCES 8,413,993 (3,278,999) 1,303,350 6,438,344 
Fund Balances-Beginning 59,832,457 54,816,799 24,764,086 139,413,342 
Fund Balances-Ending $ 68,246,450 $ 51,537,800 $ 26,067,436 $ 145,851,686 

The accorrpanying notes are an integral part of these financial statements. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENUES, EXPENDITURES.AND CHANGES IN FUND BALANCES 
TO THE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Total Net Change in Fund Balances -Gwernmental Funds 
Amounts Reported for Governmental Activities in the 
Statement of Activities are Different Because: 
Lapnai ouu ays LO purcnase or uu11 u capnai asseLS are reporLeu in 

governmental funds as expenditures; ho.vever, for governmental 
activities, those costs are shewn in the Statement of Net Position and 
allocated wertheir estimated useful lives as annual depreciation 
expenses in the Statement of Activities. 

This is the amount 0y which capital outlays exceeds depreciation in the period. 
Capital outlays 
Depreciation expense 

Net Expense Aqj ustment 
Loss on disposal of capital assets is reported in the government-wide 
Statement of Net Position, but is not recorded in the governmental funds. 
Proceeds received from a multi-year loan is a revenue in the governmental 
funds, but it increases long-term liabilities in the Statement of Net Position 
and does not affect the Statement of Activities. This year the District 
received $1, 116,401 in proceeds from the California Energy Comnission's 
energy I oan. 
I n the Statement of A ctivi ti es, certain operati ng expenses -compensated 
absences (vacations) are measured 0y the amounts earned during the 
year. In the governmental funds, ho.vever, expenditures for these items 
are measured 0y the amount of financial resources used (essentially, the 
amounts actually paid). This year, vacation earned was more than the 
amounts used 0y $389, 841 . 
In the governmental funds, pension costs are based on empl O{er 
contributions made to pension plans during the year. Ho.vever, in the 
Statement of Activities, pension expense is the net effect of all changes 
in the deferred outfio.vs, deferred inflo.vs and net pension liability during 
the year. 
Contributions for postemplO{ment benefits are recorded as an expense in 
the governmental funds when paid. H o.vever, the difference between the 
annual OPEB expense and the actual contribution made, if less, is 
recorded in the government-wide statements as an expense. The actual 
amount of the contribution was less than the annual OPEB expense. 

The accompanying notes are an integral part of these financial statements. 
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$ 33,292,019 
(20,820,232) 

$ 6,438,344 

12,471,787 

(156,499) 

(1,116,401) 

(389,841) 

(1, 180,985) 

(4,606,748) 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

RECONCILIATION OF THE GOVERNMENTAL FUNDS CHANGES IN FUND 
BALANCES TO THE STATEMENT OF ACTIVITIES, (CONTINUED) 

JUNE 30, 2016 

Underthe mxlified accrual basis of accounting used in the governrrental 
funds, expenditures are not recognized for transactions that are norrral ly 
pc1i d with expendable avai I able fi nanci al resources. I n the S taterrent of 
Activities, ho.vever, which is presented on the accrual basis, expenses and 
Ii abi Ii ti es are reported regardless of when fi nanci al resources are avai I able. 
This aqjustrrent combines the net changes of the follo.ving balances: 

Amortization of prerniurn on issuance on general obligations bonds $ 
Amortization of deferred arnount on refunding of general obligation bonds 

R epayrrent of general obi i gati on bond pri nci i:al is an expenditure in the 
governrrental funds, but it reduces the long-terrn obi i gati ons in the 

717,396 
(349,867) 

$ 367,529 

Staterrent of Net Position and does not affect the Staterrent of Activities. 6,385,000 
Repayrrent of capital lease princii:al is an expenditure in the governrrental 
funds, but it reduces the long-terrn obligations in the Staterrent of Net 
Position and does not affect the Staterrent of Activities. 424,700 
Interest on long-terrn obligations in the Staterrent of Activities differs 
frorn the arnount reported in the governrrental funds because interest is 
recorded as an expenditure in the funds when it is due, and thus 
requires the use of current financial resources. In the Staterrent of 
Activities, ho.vever, interest expense is recognized as the interest 
accrues, regardless of when it is due. The additional interest reported 
in the Staterrent of Activities is the net result of two factors. First, 
accrued interest on I ong-terrn obi i gati ons decreased b,t $93,615 and 
second, $11,342,492 of accumulated interest was accreted on the 
District's "capital appreciation" general obligation bonds. (11,248,877) 

An Internal Service Fund is used b,t the District's rranagerrentto charge 
the costs of the workers' corrpensation insurance prograrntothe 
individual funds. The net revenue of the Internal Service Fund is 
reported with governrrental activities. (20,731) 

Change in Net Position ofGwernrnental Activities $ 7,367,278 

The accompanying notes are an integral i:art of these financial staterrents. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

PROPRIETARY FUNDS 
STATEMENT OF NET POSITION 
JUNE 30, 2016 

ASSETS 
Current Assets 

Deposits and i nvestments 
Receivables 

Total Current Assets 

LIABILITIES 
Current Liabilities 

Accounts pc1yabl e 
Due to other funds 
Current portion of cl ai ms I i abi Ii ty 

Total Current Liabilities 
Noncurrent Liabilities 

Noncurrent portion of claims liability 
Total Liabilities 

NET POSITION 
Restricted 

The accorrpanying notes are an integral i:art of these financial statements. 
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Governmental 

Activities -

Internal 
Service Fund 

$ 10,831,937 
6,613 

10,838,550 

109,359 
1,699 

2,681,503 
2,792,561 

7,918,348 
$ 10,710,909 

$ 127,641 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

PROPRIETARY FUNDS 
STATEMENT OF REVENUES, EXPENSES.AND CHANGES IN 
FUND NET POSITION 
FOR THE YEAR ENDE DJ UNE 30, 2016 

OPERATING REVENUES 
Local and i nterrredi ate sources 

OPERATING EXPENSES 
Payrol I costs 
Professional and contract services 
Other operating cost 

Total Operating Expenses 
Operating Loss 

NONOPERATING REVENUES 
I nterest i ncorre 

Change in Net Position 
Total Net Position -Beginning 
Total Net Position -Ending 

The accorrpanying notes are an integral part of these financial staterrents. 
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Governmental 
Activities-

$ 

$ 

I nternal 
Service Fund 

3,156,237 

115,313 
2,824,893 

292,078 
3,232,284 

(76,047) 

55,316 

(20,731) 
148,372 
127,641 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

PROPRIETARY FUNDS 
STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

CASH FLOWS FROM OPERA Tl NG ACTIVITIES 
Cash received from assessments made to other funds 
Cash payments to other suppliers of goods or services 
Cash payments to errployees for services 
Other operating cash i:avments 

Net Cash Prwided b,t Operating Activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
I nterest on investments 

Net Increase in Cash and Cash Equivalents 
Cash and Cash Equivalents -Beginning 
Cash and Cash Equivalents-Ending 

RECONCILIATION OF OPERA Tl NG LOSS TO NET CASH 
PROVIDED BY OPERA Tl NG ACTIVITIES 

Operating I oss 
Changes in assets and liabilities: 

Receivables 
Due from other fund 
Accrued liabilities 
Due to other fund 
Claims liability 

NET CASH PROVIDED BY OPERA Tl NG ACTIVITIES 

The accorrpanying notes are an integral i:art of these financial statements. 
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Gwernmental 
Activities -

Internal 
Service Fund 

$ 3,442,263 
(2,558,957) 

(115,313) 
(292,078) 
475,915 

55,316 

531,231 
10,300,706 

$ 10,831,937 

$ 

$ 

(76,047) 

(2,796) 
289,261 

73,233 
(439) 

192,703 
475,915 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

Fl DUCIARY FUNDS 
STATEMENT OF NET POSITION 
JUNE 30, 2016 

ASSETS 
Deposits and i nvestments 
Receivables 
Stores inventories 

Total Assets 

LIABILITIES 
Accounts pc1yabl e 
Due to student groups 
Due to bond holders 

Total Liabilities 

The accorrpanying notes are an integral i:art of these financial statements. 

27 

Agency 
Funds 

$ 2,812,698 
8,734 

37,931 
$ 2,859,363 

$ 118,552 
840,102 

1,900,709 
$ 2,859,363 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2016 

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Financial Reporting Entity 

The Ne.vport--Mesa Unified School District (the District) was unified in 1966 underthe laws of the State of 
California The District operates under a locally-elected seven-member Board form of gcwernment and pr0.tides 
educational services to grades kindergarten -twelve as mandated b,I the State and Federal agencies. The District 
operates 22 elementary schools, two middle schools, two 7-12 grade schools, two comprehensive high schools, one 
early college high school, one adult education center, and two alternative education centers for a total of 
32 schools. 

A reporting entity is comprised of the primary g0.ternment, component units, and other organizations that are 
included to ensure the financial statements are not misleading. The primary g0.ternment of the District consists of 
all funds, departments, ooards, and agencies that are not legally separate from the District. For Ne.vport-Mesa 
Unified School District, this includes general operations, food service, and student related activities of the District. 

Component Units 

Component units are legally separate organizations for which the District is financially accountable. Component 
units may include organizations that are fiscally dependent on the District in that the District appr0.tes their budget, 
the issuance of their debt or the levying of their taxes. For financial reporting purposes, the component units have 
a financial and operati anal relationship which meets the reporting entity definition criteria of the G0.ternmental 
Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting Entity, and thus are included in 
the financial statements of the District. The component units, although legally separate entities, are reported in the 
financial statements as if they were part of the District's operations because the gcwerning ooard of the component 
units is essentially the same as the gcwerning ooard of the District and because their purpose is to finance the 
construction of facilities to be used for the benefit of the District. 

The Ne.vport--Mesa Unified School District Community Facilities District (the CFD) and the Ne.vport-Mesa 
Unified School District Public Financing Authority (the Financing Authority), have financial and operational 
relationships with the Ne.vport-Mesa Unified School District which meetthe reporting entity definition criteria of 
the GASB Statement No. 14, The Financial Reporting Entity, for inclusion of the CFD and the Financing 
Authority as component units of Ne.vport-Mesa Unified School District. The CFD's financial activity is presented 
in the Agency Fund. Debt instruments issued b,I the CFD do not represent liabilities of Ne.vport-Mesa Unified 
School District and are not included in the District-wide financial statements. While the Financing Authority still 
exists, there were no reportable activities associated with the Financing Authority during the current year. 

Joint Venture 

The Bonita Canyon Public Facilities Financing Authority (Authority) is ajointventure formed b,I the City of 
Ne.vport Beach, the Irvine Unified School District, and the Ne.vport-Mesa Unified School District. The 
Authority's Board is comprised of two members appointed b,I each of the member agencies. The Authority created 
Community Facilities District 98-1 to finance public facilities that will benefitthe properties within their 
boundaries. The District does not include the Authority as a component unit, as the District is not financially 
accountable fortheAuthority's activities and the Authority is not fiscally dependent on the District. Complete 
separate financial statements can be obtained at the Ne.vport-Mesa Unified School District, 2985 Bear Street, 
Costa Mesa, California. 
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Basis of Presentation -Fund Accounting 

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and accounting 
entity with a sel f--balanci ng set of accounts, which are segregated for the purp:ise of carrying on specific activities 
or attaining certain oqjectives in accordance with special regulations, restrictions, or limitations. The District's 
funds are grouped into three broad fund categories: gcwernmental, proprietary, and fiduciary. 

Gcwernmental Funds Gc:wernmental funds are those through which most gcwernmental functions typically are 
financed. Gc:wernmental fund reporting focuses on the sources, uses, and balances of current financial resources. 
Expendable assets are assigned to the various gcwernmental funds according to the purp:ises for which they may 
or must be used. Current liabilities are assigned to the fund from which they will be paid. The difference 
between gcwernmental fund assets and liabilities is reported as fund balance. The follcwing are the District's 
gcwernmental funds: 

Maj or G c:wernmental Funds 

General Fund The General Fund is the chief operating fund for all districts. It is used to account for the ordinary 
operations of the District. All transactions except those accounted for in another fund are accounted for in this 
fund. 

Two funds currently defined as special revenue funds in the California State Accounting Manual (CSAM) do not 
meet the GASB Statement No. 54special revenue fund definition. Specifically, Fund 17, Special Reserve Fund 
for Other Than Capital Outlay Prqjects, and Fund 20, Special Reserve Fund for PostempiO{ment Benefits, are not 
substantially comp:ised of restricted or committed revenue sources. W hi I e these funds are authorized b,I statute 
and will remain open for internal reporting purp:ises, these funds function effectively as extensions of the General 
Fund, and accordingly have been combined with the General Fund for presentation in these audited financial 
statements. 

As a result, the General Fund reflects an increase in fund balance of $28, 134,235 as of June 30, 2016. 

Special Reserve Fund for Capital Outlay Prqjects The Special Reserve Fund for Capital Outlay Prqjects exists 
primarily to pro.tide for the accumulation of General Fund monies for capital outlay purp:ises (Education Code 
Section 42840). 

Non-Maj or G c:wernmental Funds 

Special Revenue Funds The Special Revenue funds are established to account for the proceeds from specific 
revenue sources ( otherthan trusts, major capital prqj ects, or debt service) that are restricted or committed to the 
financing of particular activities and that comp:ise a substantial portion of the i nfl o.vs of the fund. Addi ti anal 
resources that are restricted, comrritted, or assigned to the purp:ise of the fund may also be reported in the fund. 

Adult Education Fund The Adult Education Fund is used to account separately for Federal, State, and 
local revenues for adult education programs and is to be expended for adult education purp:ises only. 

Child Development Fund The Child Development Fund is used to account separately for Federal, State, 
and local revenues to operate child development programs and is to be used only for expenditures for the 
operation of child development programs. 
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Cafeteria Fund The Cafeteria Fund is used to account separately for Federal, State, and local resources to 
operate the food service program (Education Code Sections 38090-38093) and is used only for those 
expenditures authorized b,I the gcwerni ng ooard as necessary for the operation of the District's food service 
program (Education Code Sections 38091 and 38100). 

Deferred Maintenance Fund The Deferred Maintenance Fund is used to account separately for 
State apportionments and the District's contributions for deferred maintenance purp:ises (Education 
Code Sections 17582-17587) and for items of maintenance appr0.ted b,I the State Allocation Board. 

Capital Prqject Funds The Capital Prqject funds are used to account for financial resources that are restricted, 
committed, or assigned to the acquisition or construction of major capital facilities and other capital assets (other 
than those fi nanced b,I proprietary funds and trust funds). 

M easureA, F Building Fund The Measure A, F Building Fund exists primarily to account separately for 
proceeds from sale of bonds and the acquisition of major gcwernmental capital facilities and buildings. 

Capital Facilities Fund The Capital Facilities Fund is used primarily to account separately for monies 
received from fees levied on developers or other agencies as a condition of appr0.ting a development 
(Education Code Sections 1 7620-17626). Expenditures are restricted to the purp:ises specified i n G 0.ternment 
Code Sections 65970-65981 ortothe items specified in agreements with the developer (G0.ternment Code 
Section 66006). 

Debt Service Funds The Debt Service funds are used to account forthe accumulation ofrestricted, committed, 
or assigned resources for and the payment of principal and interest on general long-term obligations. 

Bond Interest and Redemption Fund The Bond Interest and Redemption Fund is used for the repayment of 
bonds issued for a District (Education Code Sections 15125-15262). 

Proprietary Funds Proprietary funds are used to account for activities that are more business-like than 
g0.ternment--like in nature. Business-type activities include those for which a fee is charged to external users or to 
other organizational units of the local education agency, normally on a full cosHec0.tery basis. Proprietary funds 
are generally intended to be self-supporting and are classified as enterprise or internal service. The District has 
the fol Io.vi ng proprietary funds: 

Internal Service Fund Internal Service Fund may be used to account for goods or services pr0.tided to other 
funds of the District on a cosHei mbursement basis. The Di strict operates a sel f--i nsured workers' 
compensation program that is accounted for in an Internal Service Fund. 

Fiduciary Funds Fiduciary funds are used to account for assets held in trustee or agent capacity for others that 
cannot be used to support the District's o.vn programs. The fiduciary fund category is split into four 
classifications: pension trust funds, investment trust funds, private--purp:ise trust funds, and agency funds. The 
key distinction between trust and agency funds is that trust funds are suqject to a trust agreement that affects the 
degree of management involvement and the length of time that the resources are held. 
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Trust funds are used to account for the assets held b,I the District under a trust agreerrent for individuals, private 
organizations, or other gcwernrrents and are therefore not available to support the District's o.vn programs. The 
District does not have any trust funds. Agency funds are custodial in nature (assets equal liabilities) and do not 
involve rreasurerrent ofresults of operations. Such funds have no equity accounts si nee al I assets are due to 
individuals or entities at sorre future tirre. The District's agency funds account for student body activities (ASB) 
and recei pt of special tax assessrrents used to pay pri nci pal and interest on non-obi i gatory bonds. 

Basis of Accounting-M easurernent Focus 

Go.ternrnent-W ide Financial Statements The gcwernrrent-wide financial staterrents are prepared using the 
economic resources rreasurerrent focus and the accrual basis of accounting. This is the same approach used in 
the preparation of the proprietary fund financial staterrents, but differs frorn the manner in which gc:wernrrental 
fund fi nanci al staterrents are prepared. 

The gcwernrrent-wide financial staterrent of activities presents a comparison between direct expenses and 
program revenues for each gcwernrrental program, and excludes fiduciary activity. Direct expenses are those that 
are speci fi cal ly associated with a service, program, or departrrent and are therefore cl early i denti fi able to a 
particular function. The District does not allocate indirect expenses to functions in the Staterrent of Activities. 
Program revenues include charges paid b,I the recipients of the goods or services offered b,I the programs and 
grants and contri buti ons that are restricted to rreeti ng the operati anal or capital requi rerrents of a particular 
program. Revenues that are not classified as program revenues are presented as general revenues. The 
comparison of program revenues and expenses identifies the extent to which each program or business segrrent is 
self-financing or draws frornthe general revenues of the District. Elininations have been made to nininize the 
double counti ng of internal activities. 

Net position should be reported as restricted when constraints placed on net position use are either externally 
imposed b,I creditors (such as through debt co.tenants), grantors, contributors, or laws or regulations of other 
gcwernrrents or i rnposed b,11 aw through consti tuti anal pro.ti si ons or enabl i ng I egi sl ati on. The net position 
restricted for other activities result frorn special revenue funds and the restrictions on their use. 

Fund Fi nanci al Statements Fund financial staterrents report detai I ed i nforrnati on about the District. The focus 
of gcwernrrental fund financial staterrents is on rnaj or funds rather than reporting funds b,I type. Each rnaj or fund 
is presented in a separate column. Non-major gcwernrrental funds are aggregated and presented in a single 
column. 

Go.ternrnental Funds All gc:wernrrental funds are accounted for using a flo.v of current financial resources 
rreasurerrent focus and the rnodi fi ed accrual basis of accounting. With this rreasurerrent focus, only current 
assets and current liabilities generally are included on the balance sheet. The staterrent of revenues, 
expenditures, and changes in fund balances reports on the sources (revenues and other financing sources) and 
uses (expenditures and other financing uses) of current financial resources. This approach differs frorn the 
manner in which the gc:wernrrental activities of the gc:wernrrent-wi de financial staterrents are prepared. 
G c:wernrrental fund financial staterrents therefore include reconci I i ati on with brief explanations to better 
identify the relationship between the gc:wernrrent-wide financial staterrents and the staterrents for the 
gc:wernrrental funds on a rnodi fi ed accrual basis of accounting and the current fi nanci al resources 
rreasurerrent focus. U nderthis basis, revenues are recognized in the accounting period in which they become 
rreasurable and availabie. Expenditures are recognized in the accounting period in which the fund liability is 
i ncurred, if rreasurabl e. 
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Proprietary Funds Proprietary funds are accounted for using the flo.v of economic resources measurement 
focus and the accrual basis of accounting. All assets and all liabilities associated with the operation of this 
fund are included in the statement of net position. The statement of changes in fund net position presents 
increases (revenues) and decreases ( expenses) in net total assets. The statement of cash fl o.vs pro.ti des 
information about ho.v the District finances and meets the cash flo.v needs of its proprietary fund. 

Fiduciary Funds Fiduciary funds are accounted for using the flo.v of econonic resources measurement 
focus and the accrual basis of accounting. Fiduciary funds are excl uded from the gcwernment -wide financial 
statements because they do not represent resources of the District. 

Revenues -Exchange and Non-Exchange Transactions Revenue resulting from exchange transactions, in 
which each party gives and receives essentially equal value is recorded on the accrual basis when the exchange 
takes place. On a modified accrual basis, revenue is recorded in the fiscal year in which the resources are 
measurable and become available. Available means that the resources will be collected within the current fiscal 
year or are expected to be collected soon enough thereafterto be used to pay I iabil ities of the current fiscal year. 
Generally, available is defined as collectible within 90 days. Ho.vever, to achieve comparability of reporting 
among Cal i forni a districts and so as notto di start normal revenue patterns, with specific respect to reimbursement 
grants and corrections to State-aid apportionments, the California Department of Education has defi ned avai I able 
for districts as collectible within one year. The follo.ving revenue sources are considered to be both measurable 
and available at fiscal year-end: State apportionments, interest, certain grants, and other local sources. 

Non-exchange transactions, in which the District receives value without directly giving equal value in return, 
include property taxes, certain grants, entitlements, and donations. Revenue from property taxes is recognized in 
the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and donations is 
recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements 
include time and purpose requirements. On a modified accrual basis, revenue from non-exchange transactions 
must also be available before it can be recognized. 

Unearned Revenue Unearned revenue arises when potential revenue does not meet both the "measurable" and 
"available" criteria for recognition in the current period or when resources are received b,I the District priortothe 
i ncurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or 
when the District has a legal claim to the resources, the liability for unearned revenue is remcwed from the balance 
sheet and revenue is recognized. 

Certain grants received before the el i gi bi I ity requirements are met are recorded as unearned revenue. On the 
gcwernmental fund financial statements, receivables that will not be collected within the available period are also 
recorded as unearned revenue. 

E xpenses;E xpenditures On the accrual basis of accounting, expenses are recognized atthe ti me they are 
incurred. The measurement focus of gcwernmental fund accounting is on decreases in net financial resources 
(expenditures) ratherthan expenses. Expenditures are generally recognized in the accounting period in which the 
related fund liability is incurred, if measurable, and typically paid within 90 days. Principal and interest on 
general I ong-term obi i gations, which has not matured, are recognized when paid in the gcwernmental funds as 
expenditures. Allocations of costs, such as depreciation and amortization, are not recognized in the gc:wernmental 
funds but are recognized i n the entity-wide statements. 
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Cash and Cash Equivalents 

The District's cash and cash equivalents are considered to be cash on hand, demand dep:isits, and short-term 
investments with original maturities of three months or less from the date of acquisition. Cash equivalents also 
include cash with county treasury balances for purp:ises of the statement of cash fl ONS. 

I nvestments 

Investments held atJ une 30, 2016, with original maturities greaterthan one year are stated at fair value. Fair 
value is estimated based on quoted market prices at year-end. All investments not required to be reported at fair 
value are stated at cost or amortized cost. Fair values of investments in county and State investment pools are 
deterni ned b,I the program sponsor. 

Prepaid Expenditures 

Prepaid expenditures (expenses) represent amounts paid in ad.tance of receiving goods or services. The District 
has the option of reporting an expenditure in g0.ternmental funds for prepaid items either when purchased or 
during the benefiting period. The District has chosen to report the expenditures when paid. 

Stores Inventories 

Inventories consist of expendable food and supplies held for consumption. Inventories are stated at cost, on the 
first-in, first-out basis. The costs of inventory items are recorded as expenditures in the g0.ternmental-type funds 
when used. 

Capital Assets and Depreciation 

The accounting and reporting treatment applied to the capital assets associated with a fund are determined b,I its 
measurement focus. General capital assets are long-lived assets of the District. The District maintains a 
capitalization threshold of $5,000. The District does not p:issess any infrastructure. I mprcwements are 
capitalized; the costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend an asset's life are not capitalized, but are expensed as incurred. 

When purchased, such assets are recorded as expenditures in the g0.ternmental funds and capitalized in the 
g0.ternment-wide statement of net p:isition. The valuation basis for general capital assets are historical cost, or 
where historical cost is not available, estimated historical cost based on replacement cost. Donated capital assets 
are capitalized at estimated fair market value on the date donated. 

Depreciation of capital assets is computed and recorded b,I the straight-line method. Estimated useful lives of the 
various classes of depreciable capital assets are as follONs: buildings, 50years; portable classrooms and 
structures, 25 years; equi prnent, five to 1 5 years; vehicles, 15 years. 

I nterfund Balances 

On fund fi nanci al statements, receivables and payables resul ti ng from short -term i nterfund I oans are classified as 
"interfund receivables;payables". These amounts are eliminated in the g0.ternmental activities column of the 
statement of net p:isition. 
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Compensated Absences 

Compensated absences are accrued as a liability as the benefits are earned. The entire compensated absence 
liability is reported on the gcwernrrent-wide staterrent of net position. For gcwernrrental funds, the current 
portion of unpaid compensated absences is the amount that is normally expected to be paid using expendable 
available financial resources. These amounts are recorded in the accounts payable in the fund from which the 
employees who have accumulated leave are paid. 

Sick leave is accumulated without Ii nit for each employee atthe rate of one day for each rnonth worked. Leave 
with pay is prc:widedwhen employees are absent for health reasons; ho.vever, the employees do not gain a vested 
right to accumulated sick leave. Employees are never paid for any sick leave balance at termination of 
ernployrrent or any othertirre. Therefore, the value of accumulated sick leave is not recognized as a liability in 
the District's financial staterrents. Ho.vever, credit for unused sick leave is applicable to all classified school 
rrembers who retire after January 1, 1999. At retirerrent, each rrernberwill receive .004year of service credit for 
each day of unused sick leave. Credit for unused sick leave is applicable to all certificated employees and is 
deternined b,I dividing the number of unused sick days b,I the number of base service days required to complete 
the last school year, if employed full-tirre. 

Accrued Liabilities and Long-Terrn Obligations 

All payabies, accrued liabilities, and long-terrn obligations are reported in the gcwernrrent-wide fund financial 
staterrents. In general, gcwernrrental fund payables and accrued liabilities that, once incurred, are paid in a tirrely 
manner and in full frorn current financial resources are reported as obligations of the funds. 

Ho.vever, claims andjudgrrents, compensated absences, special termination benefits, and contractually required 
pension contributions that will be paid from gcwernrrental funds are reported as a liability in the fund financial 
staterrents only to the extentthat they are due for payrrent during the current year. Bands, capital leases, and 
I ong-terrn I oans are recognized as I i abi Ii ti es in the gc:wernrrental fund financial staterrents when due. 

Debt Issuance Costs, Prerniurns, and Discounts 

In the gcwernrrent-wide financial staterrents and in the proprietary fund type financial staterrents, long-terrn 
obligations are reported as liabilities in the applicable gcwernrrental activities or proprietary fund Staterrent of 
Net Position. Debt premiums and discounts, as well as issuance costs, related to prepaid insurance costs are 
amortized c:werthe I ife of the bonds using the straight-Ii ne rrethod. 

In the fund financial staterrents, gcwernrrental funds recognize bond prerni urns and discounts as other financing 
sources and uses, respectively, and bond issuance costs and costs of refunding as debt service expenditures. 
Issuance costs, and costs of refunding, whether or not withheld from the actual debt proceeds received, are 
reported as debt service expenditures. 
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Deferred Outflo.vs~ nflo.vs of Resources 

In addition to assets, the Staterrent of Net Position also reports deferred outflo.vs of resources. This separate 
financial staterrent elerrent represents a consumption of net position that applies to a future period and so will not 
be recognized as an expense or expenditure unti I then. The District reports deferred outflo.vs of resources forthe 
unamortized loss on the refunding of general obligation bonds and for pension related activities. 

In addition to liabilities, the Staterrent of Net Position reports a separate section for deferred inflo.vs of resources. 
This separate financial staterrent elerrent represents an acquisition of net position that applies to a future period 
and so will not be recognized as revenue until then. The District reports deferred inflo.vs of resources for pension 
related activities. 

Pensions 

For purposes of measuri ng the net pension I i abi Ii ty and deferred outfl o.vsfi nfl o.vs of resources related to pensions, 
and pension expense, information about the fiduciary net position of the California State Teachers R eti rerrent 
System (CalSTRS) and the California Public EmplO{ees' Retirerrent System (Cal PERS) plan for schools (Plans) 
and additions to;tleductions from the Plans' fiduciary net position have been determined on the sarre basis as they 
are reported b,I CalSTRS and Cal PERS. For this purpose, benefit payrrents (including refunds of errplO(ee 
contri buti ons) are recognized when due and payable in accordance with the benefi tterms. Member contributions 
are recognized in the period in which they are earned. I nvestrrents are reported at fair value. 

Fund Balances -Gcwernmental Funds 

As of June 30, 2016, fund balances of the gcwernrrental funds are classified as folio.vs: 

Nonspendable -amounts that cannot be spent either because they are in nonspendable form or because they are 
legally or contractually required to be maintained intact. 

Restricted -amounts that can be spent only for specific purposes because of constitutional prc:wisions or enabling 
I egi sl ati on or because of constrai nts that are external ly i mposed b,I creditors, grant ors, contri but ors, or the I ;ms or 
regulations of other gcwernrrents. 

Assigned -amounts that do not meet the criteria to be classified as restricted or comnitted but that are intended to 
be used for specific purposes. Underthe District's adopted policy, only the gcwerning board or chief business 
officer ;assistant superintendent of busi ness services may assign amounts for specific purposes. 

Unassigned -all other spendable amounts. 

Spending Order Policy 

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available, 
the District considers restricted funds to have been spent first. When an expenditure is incurred for which 
committed, assigned, or unassigned fund balances are available, the District considers amounts to have been spent 
first out of committed funds, then assigned funds, and finally unassigned funds, as needed, uni ess the gcwerni ng 
board has pro.tided otherwise in its commi trrent or assi gnrrent actions. 
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Net Position 

Net position represents the difference between assets and liabilities. Net position net of investment in capital 
assets consists of capital assets, net of accumulated depreciation, reduced b,I the outstanding balances of any 
borrcwings used for the acquisition, construction, or imprc:wement of those assets. Net position is reported as 
restricted when there are limitations imposed on their use eitherthrough the enabling legislation adopted b,I the 
District or through external restrictions imposed b,I creditors, grantors, or laws or regulations of other 
gcwernments. The District first applies restricted resources when an expense is incurred for purposes for which 
borh restricted and unrestricted net position is available. The gcwernment-wide financial statements reports 
$22,SCX'i,748 of restricted net position, which is restricted b,I enabling legislation. 

I nterfund Activity 

Exchange transactions between funds are reported as revenues in the sel I er funds and as expenditures;expenses in 
the purchaser funds. Flews of cash or goods from one fund to another without a requirement for repayment are 
reported as i nterfund transfers. I nterfund transfers are reported as other financing sources;\Jses in gcwernmental 
funds. Repayments from funds responsible for particular expenditures/expenses to the funds that initially paid for 
them are not presented on the financial statements. I nterfund transfers are el i ni nated in the gc:wernmental 
activities column of the Statement of Activities. 

Estimates 

The preparation of the financial statements i n conformity with accounting pri nci pl es general ly accepted in the 
United States of America requires management to make estimates and assumpti ans that affect the amounts 
reported i n the financial statements and accompanying notes. Actual results may differ from those estimates. 

Budgetary Data 

The budgetary process is prescribed b,I prcwisions of the California Education Code and requires the gcwerning 
board to hold a public hearing and adopt an operating budget no laterthanJ uly 1 of each year. The District 
gcwerni ng board satisfied these requirements. The adopted budget is suqject to amendmentthroughout the yearto 
give consideration to unanticipated revenue and expenditures primarily resulting from events unkncwn at the ti me 
of budget adoption with the legal restriction that expenditures cannot exceed appropriations b,I major oqject 
account. 

The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when the 
original appropriations were adopted. The amounts reported as the fi nal budgeted amounts i n the budgetary 
statements reflect the amounts after al I budget amendments have been accounted for. For budget purposes, on 
behalf payments have not been included as revenue and expenditures as required under generally accepted 
accounting pri nci pl es. 
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Property Tax 

Secured property taxes attach as an enforceable I i en on property as of M arch 1. Taxes are payable i n two 
installments on Nc:werrber 1 and February 1 and become delinquent on Decerrber lOandApril 10, respectively. 
Unsecured property taxes are payable in one installment on or before August 31 and become delinquent after 
Nc:werrber 1. The County of Orange bills and collects the taxes on behalf of the District. Local property tax 
revenues are recorded when received. 

Change in Accounting Principles 

In February 2015, the GASB issued Statement No. 72, Fair Value Measurement and Application. This Statement 
addresses accounting and financial reporting issues related to fair value measurements. The definition of fair 
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants atthe measurement date. This Statement pro.tides guidance for deternining a fair 
value measurement for financial reporting purposes. This Statement also pro.tides guidance for applying fair 
val ue to certai n i nvestments and di sci osures related to al I fai r val ue measurements. 

The District has implemented the prc:wisions of this Statement as of June 30, 2016. 

I nJ une 2015, the GASB issued Statement No. 73, Accounting and Financial Reporting for Pensions and Related 
Assets That Are Not \\Athi n the Scope of GASB Statement No. 68, and Amendments to Certain Prc:wisions of GASB 
Statements No. 67 and No. 68. The oqj ective of this Statement is to i mprc:we the usefulness of information about 
pensions included in the general purpose external financial reports of state and local gcwernments for making 
decisi ans and assessing accountabi I ity. This Statement results from a comprehensive revi e.v of the effectiveness 
of exi sti ng standards of accounti ng and financial reporti ng for al I postempl O{ment benefits with regard to 
pro.tiding decision-useful information, supporting assessments of accountability and inter-period equity, and 
creating additional transparency. 

This Statement establishes requirements for defined benefit pensions that are not within the scope of Statement 
No. 68, Accounting and Financial Reporting for Pensions, as well as for the assets accumulated for purposes of 
pro.ti di ng those pensi ans. I n addition, it establ i shes requirements for defined contribution pensions that are not 
within the scope of Statement No. 68. It also amends certain prc:wisions of Statement No. 67, Financial Reporting 
for Pension Plans, and Statement No. 68 for pension plans and pensions that are within their respective scopes. 

The prc:wisions in this Statement effective as of June 30, 2016, include the prc:wisions for assets accumulated for 
purposes of pro.tiding pensions through defined benefit plans and the amended prc:wisions of Statements No. 67 
and No. 68. The District has implemented these prc:wisions as of June 30, 2016. The prc:wisions in this Statement 
related to defined benefit pensions that are not within the scope of Statement No. 68are effective for periods 
beginning after J une 15, 2016. 
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I nJ une 2015, the GASB issued Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles 
for State and Local Gc:wernments. The oqjective of this Statement is to identify-in the context of the current 
gcwernmental financial reporting environment-the hierarchy of generally accepted accounting principles 
(GAAP). The "GAAP hierarchy" consists of the sources of accounting principles used to prepare financial 
statements of state and local gcwernmental entities in conformity with GAAP and the framework for selecting 
those pri nci pies. This Statement reduces the GAAP hierarchy to two categories of authoritative GAAP and 
addresses the use of authoritative and non-authoritative I iterature in the event that the accounting treatment for a 
transaction or other event is not specified within a source of authoritative GAAP. 

This Statement supersedes Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for 
State and Local Gc:wernments. 

The District has implemented the prc:wisions of this Statement as of June 30, 2016. 

In December 2015, the GASB issued Statement No. 79, Certain External Investment Pools and Pool Participants. 
This Statement addresses accounting and financial reporting for certain external investment pools and pool 
participants. Specifically, it establishes criteria for an external investment pool to qualify for making the election 
to measure all of its investments at amortized cost for financial reporting purposes. An external investment pool 
qualifies for that reporting if it meets al I of the applicable criteria established in this Statement. The specific 
criteria address (1) hew the external investment pool transacts with participants; (2) requirements for portfolio 
maturity, quality, diversification, and liquidity; and (3) calculation and requirements of a shadcw price. 
Significant noncompliance pre.tents the external investment pool from measuring all of its investments at 
amortized cost for financial reporti ng purposes. Professi anal judgment is required to deterni ne if instances of 
noncompliance with the criteria established by this Statement during the reporting period, individually or in the 
aggregate, were significant. 

If an external investment pool does not meet the criteria established by this Statement, that pool should apply the 
prc:wisions in paragraph 16 of Statement No. 31, Accounting and Financial Reporting for Certain Investments and 
for External Investment Pools, as amended. If an external investment pool meets the criteria in this Statement and 
measures all of its investments at amortized cost, the pool's participants also should measure their investments in 
that external investment pool at amortized cost for financial reporting purposes. If an external investment pool 
does not meetthe criteria in this Statement, the pool's participants should measure their investments in that pool at 
fair value, as pro.tided in paragraph 11 of Statement No. 31, as amended. 

This Statement establishes additional note disclosure requirements for qualifying external investment pools that 
measure all of their investments at amortized cost for financial reporting purposes and for gcwernments that 
participate in those pools. Those disclosures for l:x:Jth the qualifying external investment pools and their 
participants include information about any linitations or restrictions on participantwithdr.M'als. 

The District has implemented the prc:wisions of this Statement as of June 30, 2016. 
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Ne.v Accounting Pronouncements 

I nJ une 2015, the GASB issued Statement No. 74, Financial Reporting for Posterrployment Benefit Plans Other 
Than Pension Plans. The oqjective of this Statement is to irrprc:we the usefulness of information about 
p:istemployment benefits otherthan pensions (other postemployment benefits or OPEB) included in the general 
purp:ise external financial reports of state and local gc:wernmental OPEB plans for making decisions and assessing 
accountabi I ity. This Statement results from a comprehensive re..rie.v of the effectiveness of existing standards of 
accounting and financial reporting for all p:istemployment benefits (pensions and OPEB) with regard to pro.tiding 
decision-useful information, supporting assessments of accountabi I ity and i nter--period equity, and creating 
additional transparency. 

This Statement replaces Statements No. 43, Financial Reporting for Postemployment Benefit Plans Other Than 
Pension Plans, as amended, and No. 57, OPEB Measurements b,I Agent Employers and Agent Multiple---Errployer 
Plans. It also includes requirements for defined contribution OPEB plans that replace the requirements for those 
OPEB plans in Statement No. 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures 
for Defined Contribution Plans, as amended, Statement No. 43, and Statement No. 50, Pension Disclosures. 

The requirements of this Statement are effective for financial statements for periods beginning after 
June 15, 2016. Early implementation is encouraged. 

I nJ une 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pension. The primary oqjective of this Statement is to imprcwe accounting and financial 
reporting b,I state and local gcwernments for p:istemployment benefits other than pensions (other p:istemployment 
benefits or OPEB). It also imprcwes information pro.tided b,I state and local gcwernmental employers about 
financial support for OPEB that is pro.tided b,I other entities. This Statement results from a comprehensive 
re.ti e.v of the effectiveness of exi sti ng standards of accounti ng and financial reporti ng for al I p:istempl oyment 
benefits ( pensi ans and OPE B) with regard to pro.ti di ng deci si on-useful i nformati on, supporti ng assessments of 
accountability and inter-period equity, and creating additional transparency. 

This Statement replaces the requirements of Statements No. 45, Accounting and Financial Reporting b,I 
Employers for Postemployment Benefits Other Than Pensions, as amended, and No. 57, OPEB Measurements b,I 
Agent Employers and Agent Multiple-Employer Plans, for OPEB. Statement No. 74, Financial Reporting for 
Postempl oyment Benefit PI ans Other Than Pension PI ans, establishes ne.v accounting and fi nanci al reporting 
requirements for OPEB plans. 

The requirements of this Statement are effective for financial statements for periods beginning after 
June 15, 2017. Early implementation is encouraged. 

In August 2015, the GASB issued Statement No. 77, Tax Abatement Disclosures. This Statement requires 
gcwernments that enter i nto tax abatement agreements to di sci ose the fol I a.vi ng i nformati on about the agreements: 

• Brief descriptive information, such as the tax being abated, the authority under which tax abatements are 
pro.tided, el i gi bi Ii ty criteria, the mechanism b,I which taxes are abated, pro.ti si ans for recapturing abated 
taxes, and the types of commitments made b,I tax abatement recipients 

• The gross dol I ar amount of taxes abated duri ng the period 
• Commitments made b,I a gcwernment, other than to abate taxes, as part of a tax abatement agreement 
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The requirements of this Statement are effective for financial statements for periods beginning after 
December 15, 2015. Early irrplementation is encouraged. 

In December 2015, the GASB issued Statement No. 78, Pensions Pro.tided Through Certain Multiple---Errployer 
Defined Benefit Pension Plans. The oqjective of this Statement is to address a practice issue regarding the scope 
and applicability of Statement No. 68, Accounting and Financial Reporting for Pensions. This issue is associated 
with pensions pro.tided through certain multi pl e--empl oyer defined benefit pension pl ans and to state or I ocal 
gcwernmental errployers whose employees are pro.tided with such pensions. 

Prior to the issuance of this Statement, the requi rements of Statement No. 68 appl i ed to the fi nanci al statements of 
all state and local gc:wernmental errployers whose employees are prcwidedwith pensions through pension plans 
that are adni ni stered through trusts that meetthe criteria in paragraph 4 of that Statement. 

This Statement amends the scope and applicability of Statement No. 68to exclude pensions pro.tided to 
employees of state or I ocal gcwernmental errpl ayers through a cost--shari ng multi pl e--errpl ayer defi ned benefit 
pension plan that (1) is not a state or local gcwernmental pension plan, (2) is used to pro.tide defined benefit 
pensions both to errployees of state or local gcwernmental errployers and to errployees of employers that are not 
state or local gcwernmental employers, and (3) has no predoninant state or local gcwernmental employer (either 
individually or collectively with other state or local gcwernmental employers that pro.tide pensions through the 
pension plan). This Statement establishes requirements for recognition and measurement of pension expense, 
expenditures, and Ii abi I iti es; note di sci osures; and required supplementary i nformati on for pensions that have the 
characteristics described abcwe. 

The requirements of this Statement are effective for reporting periods beginning after December 15, 2015. Early 
i mpl ementati on is encouraged. 

I nJ anuary 2016, the GASB issued Statement No. 80, Blending Requirements for Certain Corrponent Units -
amendment of GASB Statement No. 14. The oqjective of this Statement is to i rrprc:we financial reporting b,I 
cl ari fyi ng the financial statement presentation requirements for certain component units. This Statement amends 
the blending requirements established in paragraph 53 of Statement No. 14, The Financial Reporting Entity, as 
amended. The additi anal criterion requires blending of a corrponent unit incorporated as a not-for-profit 
corporation in which the primary gcwernment is the sole corporate member. The additional criterion does not 
apply to component units included in the financial reporting entity pursuantto the prc:wisi ons of Statement 
No. 39, Detemi ni ng Whether Certain Organizations Are Component Units. 

The requirements of this Statement are effective for reporting periods beginning after June 15, 2016. Early 
i mpl ementati on is encouraged. 

In March 2016, the GASB issued Statement No. 81, Irrevocable Split-Interest Agreements. The oqjective of this 
Statement is to imprcwe accounting and financial reporting for irrevocable split-interest agreements b,I pro.tiding 
recognition and measurement guidance for situations in which a gcwernment is a beneficiary of the agreement. 
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This Staterrent requires that a gcwemrrentthat receives resources pursuantto an irrevocable split-interest 
agreerrent recognize assets, Ii abi Ii ti es, and deferred i nfl CM/5 of resources atthe inception of the agreerrent. 
Furthermore, this Staterrent requires that a gcwemrrent recognize assets representing its beneficial interests in 
irrevocable split-interest agreerrents that are administered b,I a third party, if the gcwemrrent controls the present 
service capacity of the beneficial interests. This Staterrent requires that a gcwemrrent recognize revenue when 
the resources becorre appl i cable to the reporting period. 

The requirerrents of this Staterrent are effective for financial staterrents for periods beginning after 
December 15, 2016, and should be applied retroactively. Early implerrentation is encouraged. 

In March 2016, the GASB issued Staterrent No. 82, Pension Issues -An Arrendrrent of GASB Staterrents No. 67, 
No. 68, and No. 73. The oqjective of this Staterrent is to address certain issues that have been raised with respect 
to Staterrents No. 67, Financial Reporting for Pension Plans, No. 68, Accounting and Financial Reporting for 
Pensions, and No. 73, Accounting and Fi nanci al Reporti ng for Pensions and Related Assets That Are Not \IA thin 
the Scope of GASB Staterrent No. 68, and Arrendrrents to Certain Pr0.tisions of GASB Staterrents No. 67 and 
No. 68. Specifically, this Staterrent addresses issues regarding (1) the presentation of payroll-related rreasures in 
required suppl errentary inf orrnati on, ( 2) the selection of assumptions and the treatrrent of deviations frorn the 
guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the classification of 
payrrents rnade b,I empl ayers to satisfy ernpl O{ee (plan rrember) contri buti on requi rerrents. 

The requirerrents of this Staterrent are effective for reporting periods beginning after June 15, 2016, except for 
the requirerrents of this Staterrent forthe selection of assumptions in a circumstance in which an ernplO(er's 
pension liability is rreasured as of a date otherthan the ernplO(er's rnost recent fiscal year-end. In that 
circumstance, the requi rerrents forthe selection of assumptions are effective for that employer in the first 
reporting period in which the rreasurerrent date of the pension liability is on or after June 15, 2017. Early 
i mpl errentati on is encouraged. 
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NOTE 2-DEPOSITSAND INVESTMENTS 

Summary of Deposits and Investments 

Deposits and investments as of June 30, 2016, are classified in the accompanying financial statements as folio.vs: 

Governmental activities 
Fiduciary funds 

Total Deposits and Investments 

Deposits and investments as of J une 30, 2016, consist of the fol Io.vi ng: 

Cash on hand and in banks 
Cash in revolving 
I nvestments 

Total Deposits and Investments 

Policies and Practices 

$ 165,244,042 
2,812,698 

$ 168,056,740 

$ 3,591,382 
150,000 

164,315,358 
$ 168,056,740 

The District is authorized under California Government Code to make direct investments in local agency bonds, 
notes, or warrants wi thi n the State; U .S. Treasury i nstruments; registered State warrants ortreasury notes; 
securities of the U.S. Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit 
placed with commercial banks and/or savings and loan companies; repurchase or reverse repurchase agreements; 
medi um term corporate notes; shares of beneficial interest issued by diversified management companies, 
certificates of participation, obligations with first priority security; and collateralized mortgage obligations. 

Investment in County Treasury 

The District is considered to be an involuntary participant in an external investment pool as the District is required 
to deposit all receipts and collections of monies with their County Treasurer (Education Code Section 41001). 
The fair value of the District's investment in the pool is reported in the accounting financial statements at amounts 
based upon the District's pro--rata share of the fair value provided by the County Treasurer for the entire portfolio 
(in relation to the amortized cost of that portfolio). The balance available for withdrawal is based on the 
accounting records maintained by the County Treasurer, which is recorded on the amortized cost basis. 
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General Authorizations 

Li ni tati ons as they rel ate to i nterest rate risk, credit risk, and concentration of credit risk are i ndi cated in the 
schedules bel cw: 

Maximum Maximum Maximum 
Authorized Remaining Percentage Investment 

I nvestment Type Maturity of Portfolio I n One I ssuer 
Local Agency Bands, N ates, Warr ants Syears None None 
Registered State Bonds, Notes, Warrants Syears None None 
U .S. Treasury Obi i gati ons Syears None None 
U.S. Agency Securities Syears None None 
Banker's Acceptance 180days 40)6 30)6 

Commercial Paper 270days 25% 10)6 

Negotiable Certificates of Deposit Syears 30)6 None 
Repurchase Agreements 1 year None None 
Reverse Repurchase Agreements 92 days 20)6 of base None 
Medium-Term Corporate Notes Syears 30)6 None 
M utual Funds N/A 20)6 10)6 

Money Market Mutual Funds N/A 20)6 10)6 

Mortgage Pass-Through Securities Syears 20)6 None 
County Pooled Investment Funds N/A None None 
Local Agency Investment Fund (LAI F) N/A None None 
Joint Pcwers Authority Pools N/A None None 

Interest Rate Risk 

Interest rate risk is the risk that changes in market interest rates will ad.tersely affect the fair value of an 
investment. Generally, the I ongerthe maturity of an investment, the greaterthe sensitivity of its fair value to 
changes in market interest rates. The District manages its exposure to interest rate risk b,I investing in the Orange 
County and Los Angeles County Investment Pools and short-term money market funds. 
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Specific Identification 

Information about the sensitivity of the fair values of the District's investments to market interest rate fluctuation 
is pr0.tided b,I the follcwing schedule that shews the distribution of the District's investment b,I maturity: 

I nvestment Type 
Orange County Educational Investment Pool 
Los Angeles County Investment Pool 
Federated Treasury Obligations Fund 

Total 

Credit Risk 

Reported 
Arrount 

$154,129,192 
1,731,042 
8,455, 124 

$ 164,315,358 

Average Maturity 
in Days 

339 
608 
42 

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment. 
This is measured b,I the assignment of a rating b,I a nationally recognized statistical rating organization. The 
District's investments in the Federated Treasury Obligations Fund are rated AAA b,I Standard and Poor's. The 
District's investment in the Orange County Educational Investment Pool and Los Angeles County Investment 
Pool are not required to be rated, nor have they been rated. 

Custodial Credit Risk-Deposits 

This is the risk that in the event of a bank failure, the District's deposits may not be returned to it. The District 
does have a policy for custodial credit risk for deposits. The District's policy states that monies received and 
deposited with a financial institution shall be in accounts that are fully c0.tered b,I Federal insurance. In addition, 
the California G0.ternment Code requires that a financial institution secure deposits made b,I state or local 
g0.ternmental units b,I pledging securities in an undivided collateral pool held b,I a depository regulated under 
state law (unless so waived b,I the g0.ternmental unit). The market value of the pledged securities in the collateral 
pool rnust equal at least 110 percent of the total amount deposited b,I the public agency. California law also 
allcws financial institutions to secure public deposits b,I pledging first trust deed mortgage notes having a value of 
150 percent of the secured public deposits and letters of credit issued b,I the Federal Home Loan Bank of San 
Francisco having a value of 105 percent of the secured deposits. As of June 30, 2016, the District's bank balance 
of $3, 183,286 was exposed to custodial credit risk because it was uninsured, but col lateral ized with securities held 
b,I the pledging of financial institution's trust department or agent, but not in the name of the District. 
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NOTE 3-FAIR VALUE MEASUREMENTS 

The District categ:iri zes the fair value measurerrents of its i nvestrrents based on the hierarchy established b,I 
generally accepted accounting principles. The fair value hierarchy, which has three levels, is based on the 
valuation inputs used to rreasure an asset's fair value. The follcwing pr0.tides a summary of the hierarchy used to 
rreasure fair value: 

Level 1 -Quoted prices in active markets for identical assets that the District has the abi I ity to access at the 
rreasurerrent date. Level 1 assets may include debt and equity securities that are traded in an active exchange 
market and that are highly Ii quid and are actively traded in cw er-the-counter markets. 

Level 2 -Observable inputs other than Level 1 prices such as quoted prices for si rri lar assets in active 
markets, quoted prices for identical or similar assets in markets that are not active, or other inputs that are 
olbservable, such as interest rates and curves olbservable at commonly quoted intervals, implied volatilities, 
and credit spreads. For financial reporting purposes, if an asset has a specified term, a Level 2 input is 
required to be olbservabl e for substantially the ful I term of the asset. 

Level 3 -Unolbservable inputs should be developed using the best information available underthe 
circumstances, which might include the District's cwn data. The District should acjjust that data if reasonably 
avai I able i nformati on i ndi cat es that other market parti ci pants would use different data or certain 
circumstances specific to the District are not avai I able to other market participants. 

Uncategorized -I nvestrrents in the Orange and Los Angeles County Treasury I nvestrrent Pools are not measured 
using the input levels abOJe because the District's transactions are based on a stable net asset value per share. All 
contributions and rederrptions are transacted at $1.00 net asset value per share. 

The District's fai rval ue rreasurerrents are as fol lo.vs atJ une 30, 2016: 

I nvestrrent Type 
Federated Treasury Obi i gati ons Fund 
Orange County E ducati anal I nvestrrent 
Pool 
Los Angeles County I nvestrrent Pool 

Total 

Reported 
Amount 

$ 8,455,124 

154,129,192 
1,731,042 

$ 164,315,358 

Fair Value 
M easurerrents 

Using 
Level 2 
Inputs 

$ 8,455,124 

$ 8,455,124 

All assets have been valued using a market approach, with quoted market prices. 

45 

U ncategori zed 
$ 

154,129,192 
1,731,042 

$ 155,860,234 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2016 

NOTE 4-RECEIVABLES 

Receivables atJ une 30, 2016, consisted of intergcwernrnental grants, entitlernents, interest, and other local 
sources. All receivables are considered collectible in full. 

Special Reserve Non-Major Internal Total 
General Fund for Capital Gcwernrnental Service Gcwernrnental Fiduciary 

Fund Outlay Prqjects Funds Fund Activities Funds 
Federal Gcwernrnent 

Categorical aid $ 4,957,332 $ - $ 1, 168,394 $ - $ 6, 125,726 $ 
State Gcwernrnent 

Categorical aid 961,148 751,377 1,712,525 
Lottery 2,408,364 2,408,364 

Local G cwernrnent 
Interest 70,035 22,739 5,652 6,613 105,039 
Due from local L EAs 766 766 

Due from City of 
Ca;taMesa 7,219 508,432 515,651 
Due from Coastline R OP 300,302 300,302 

Due from the City of 
Newport Beach 784 40,020 165,387 206, 191 

Other Local Sources 1, 133,356 45,00) 13, 198 1,191,554 8,734 
Total $ 9,839,31), $ 107,759 $ 2,612,440 $ 6,613 $12,566,118 $ 8,734 
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NOTE 5-CAPITAL ASSETS 

Capital asset activity for the fi seal year endedJ une 30, 2016, was as fol I o,vs: 

Balance Balance 
July 1, 2015 Additions Deductions J une 30, 2016 

G wernmental Activities 
Capital Assets Not Being Depreciated 

Land $ 21,548,963 $ $ $ 21,548,963 
Construction in process 31,582,021 32,009,058 31,672,644 31,918,435 

Total Capital Assets Not 
Being Depreciated 53,130,984 32,009,058 31,672,644 53,467,398 

Capital Assets Being Depreciated 
Land improvements 34,211,116 3,819,400 38,030,516 
Buildings and improvements 391,738,476 27,715,585 419,454,061 
Portable cl assroorns and structures 17,601,242 17,601,242 
Furniture and equi prnent 15,240,687 1,005,704 392,183 15,854,208 
Vehicles 11,271,203 414,916 146,119 11,540,000 

Total Capital Assets 
Being Depreciated 470,062,724 32,955,605 538,302 502,480,027 

Less Accumulated Depreciation 
Land improvements 9,593,683 1,828, 193 11,421,876 
Buildings and improvements 154,285, 115 16,851,413 1 71, 136, 528 
Portable cl assroorns and structures 10,064,654 633,761 10,698,415 
Furniture and equi prnent 10,270,221 864,002 276,918 10,857,305 
Vehicles 6,516,203 642,863 104,885 7,054, 181 

Total Accumulated 
Depreciation 190,729,876 20,820,232 381,803 211, 168,305 

Gwernmental Activities 
Capital Assets, Net $ 332,463,832 $ 44, 144,431 $ 31,829, 143 $ 344, 779, 120 

Depreciation expense was charged to gOJernmental functi ans as unal I ocated. 
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NOTE 6-INTERFUNDTRANSACTIONS 

I nterfund Receivables;Payables (Due To;Due From) 

I nterfund receivable and payable balances atJ une 30, 2016, between major and non--maj or gcwernrrental funds 
are as folio.vs: 

Due From 
Non-Major 

General Governrrental Internal 
Due To Fund Funds Service Total 

General Fund $ $ 1,053,810 $ 1,699 $ 1,055,500 

Special Reserve Fund for Capital 
Outlay Prqjects 20,773,330 20,773,330 
Non-Major Gwernrrental Funds 47,500 47,500 

Total $ 20,820,830 $ 1,053,810 $ 1,699 $ 21,876,339 

A balance of $305,530 due to the General Fund frornthe Cafeteria Non-Major Gwernrrental Fund resulted 
frorn rei rnburserrent of various operati ng costs, i ncl udi ng i ndi rect costs. 

A balance of $644,424 due to the General Fund frornthe Child Development Non-Major Gwernrrental Fund 
resulted from rei rnburserrent of various operati ng costs, incl udi ng i ndi rect costs. 

A balance of $103,856 due to the General Fund frornthe Adult Education Non-Major Gwernrrental Fund 
resulted from rei rnburserrent of various operati ng costs, incl udi ng i ndi rect costs. 

A balance of $20,773,330 due to the Special Reserve Fund for Capital Outlay Prqjects from the General 
Fund resulted frorn a transfer of one-ti rre redevel oprrent funds set aside for future capital outlay prqj ects. 

All remaining balance resulted for the tirre lag between the date that (1) interfund goods and services are prwide 
or reimbursable expenditures occur, (2) transactions are recorded in the accounting systern, and (3) payrrents 
between funds are rnade. 
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Operating Transfers 

I nterfund transfers for the year endedJ une 30, 2016, consisted of the fol Io.vi ng: 

Trans fer From 
Non-Major 

General Governmental 
Transfer To Fund Funds 

General Fund $ $ 

Special Reserve Fund for Capital 
Outlay Prqjects 20,773,330 
Non-Major Gwernmental Funds 1,387,227 

Total $ 22,160,557 $ 

The General Fund transferred to the Special Reserve Fund for Capital Outlay Prqjects for 
on-going and future capital outlay prqjects. 

The General Fund transferred to the Adult Education N on-M aj or G wernmental Fund 
for operati ng contri buti ans. 

The General Fund transferred to the Cafeteria Non-Maj or Governmental Fund for 
operating contri buti ans. 

The Def erred Maintenance N on-M aj or G wernmental Fund transferred to the General 
Fund to close out the fund. 

Total 
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Total 
$ 111 

20,773,330 
1,387,227 

$ 22,160,668 

$ 20,773,330 

42,818 

1,344,409 

111 
$ 22, 160,668 
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NOTE 7-ACCOUNTSPAYABLE 

Accounts payable atJ une 30, 2016, consisted of the follo.ving: 

S~cial Reserve Non-Major 
General Fund for Capital Gcwernrrental 

Fund Outlay Prcj ects Funds 
Salaries and benefits $ 9,713,650 $ $ 690,578 

Materials and suppies 899,062 201,892 
Services and 
other o~rati ng 3,531,813 6,010 48,928 
Construction 291 3,717,796 1,087,233 
Other vendor pay al) es 79,679 3, 156 152,537 

Total $14,224,495 $ 3,726,962 $ 2,181,168 

NOTE 8-UNEARNED REVENUE 

Unearned revenue atJ une 30, 2016, consists of the follo.ving: 

General 
Fund 

State categorical aid $ 1,018,225 
Other I ocal programs 187,559 

Total $ 1,205,784 
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Internal Total 
Service Gcwernrrental Fiduciary 
Fund Activities Funds 

$ 8,199 $ 10,412,427 $ 

1, 100,954 

12,918 3,599,669 
4,805,320 

88,242 323,614 118,552 
$ 100,359 $ 20,241,984 $ 118,552 

Non-Major Total 
Gwernrrental Gwernrrental 

Funds Activities 
$ $ 1,018,225 

100, 147 296,706 
$ 100, 147 $ 1,314,931 
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NOTE 9-LONG-TERM OBLIGATIONS 

Summary 

The changes in the District's long-term obi i gati ans during the year consisted of the fol lo.vi ng: 

General obi i gati on bonds 
Preni um on issuance 

Capital I eases 
Corrpensated absences 

Other posterrpl O{ment 
benefits ( OPE B) 

California energy 
cornnission loan 
Estimated insurance claims 

Balance 
July 1, 2015 

$ 279, 179,969 
8,929,878 

574,464 
4,129,899 

34,501,904 

1,883,599 
10,407,148 

$ 339,606,861 

Additions 
$ 11,342,492 

389,841 

7,395,595 

1,116,401 
2,681,503 

$ 22,925,832 

Deductions 
$ 6,385,000 

717,396 
424,700 

2,788,847 

2,488,800 
$ 12,804,743 

Balance 
J une 30, 2016 
$ 284, 137,461 

8,212,482 
149,764 

4,519,740 

39,108,652 

3,000,000 
10,599,851 

$ 349,727,950 

Due in 
One Year 

$ 7,200,000 

21,250 

428,571 
2,488,800 

$ 10, 138,621 

Payments on the general obligation bonds are paid by the Bond Interest and Redemption Fund. Capital lease 
payments are made by the fund utilizing the equipment and modulars. The compensated absences will be paid by 
the fund for which the emplO{eeworked. Other posterrplO{ment benefits will be paid by the General Fund. The 
Internal Service Fund will pay the estimated insurance claims liabilities. California energy commission loan will 
be paid by the Special Reserve Fund for Capital Outlay Prqjects. 

The outstandi ng general obi i gati on bonded debt is as fol Io.vs: 

Bonds Bonds 
Issue Maturity Interest Original Outstanding Outstanding 
Date Date Rate Issue July 1, 2015 Accreted Redeemed June 30, 2016 

1 /l /07 8/l /31 3.3-4.5% $ 70,443,480 $ 77,144,137 $ 2,826,557 $ 3,145,000 $ 76,825,694 
11;9/10 8/l /26 2.0-5.036 68,660,000 59,610,000 3,240,000 56,370,000 
6/8/11 8/l /46 3.6-1.3% 95,000,670 123,230,832 8,515,935 131,746,767 
4/10/12 8/l /28 2.0-5.036 19,495,000 19,195,000 19,195,000 

$ 279, 179,969 $ 11,342,492 $ 6,385,000 $ 284, 137,461 
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2005 General Obligation Bonds, Series 2007 

I nJ anuary 2007, the District issued $70,443,480of the Newport-Mesa Unified School District, 2005 General 
Obligation Bonds, Series 2007. The bonds issued included $27,900,000 of current interest bonds and 
$42,543,480 of capital appreciation bonds, with the capital appreciation bonds accreti ng to $102,915,000. The 
bonds have a final maturity to occur on August 1, 2031, with interest yields of 3.3 to 4.5 percent. The District 
received net proceeds of $70,470,304 (including a prenium of $658,043 and after payment of $631,219 for 
issuance costs). Proceeds from the sale of the bonds were used to finance specific construction and renc:wation 
prqjects apprcwed b,I the voters and to pay costs of issuance on the bonds. AtJ une 30, 2016, the principal balance 
outstanding was $76,825,694. Unamortized premium on issuance atJ une 30, 2016 was $407,984. 

2000General Obligation Refunding Bonds, Series 2010 

In Nc:wember 2010, the Newport-Mesa Unified School District issued 2010 Refunding Bonds in the amount of 
$68,660,000. The bonds have a final maturity date of August 1, 2026, with interest rates ranging of 2.0 to 
5.0 percent. Proceeds from the sale of the bonds were used to pro.tide for the full refunding of the Series 2001 
Bonds and a partial refunding of the Series 2003 Bonds. As of June 30, 2016, the principal balance of 
$56,370,000 remained outstanding. Unamortized preni um on issuance and deferred amount on refunding were 
$4, 782, 116 and $3,280, 106, respectively. 

2005 General Obligation Bonds, Series 2011 

I nJ une 2011, the District issued $95,000,670 of the Newport-Mesa Unified School District, 2005 General 
Obligation Bonds, Series 2011. The bonds issued included $11,928,966 of convertible bonds and $83,071,704 of 
capital appreciation bonds. The bonds have final maturity dates through August 1, 2046, with interest yields of 
3.6 to 7.3 percent. The conversion value for the convertible bonds is $22,385,000 and total accretion on the 
capital appreciation bonds is $537, 190,398. The District received net proceeds of $95,000,670 (including a 
prenium of $621,238 and after payment of $621,238 for issuance costs). Proceeds from the sale of the bonds will 
be used to finance specific construction and renc:wation prqjects apprc:wed b,I the voters and to pay costs of 
issuance on the bonds. AtJ une 30, 2016, the principal balance outstanding was $131,746,767. Unamortized 
preni um atJ une 30, 2016 was $531,009. 

2000 Refunding General Obligation Bonds, Series 2012 

On April 10, 2012, the Newport-Mesa Unified School District issued 2012 Refunding General Obligation Bonds 
in the amount of $19,495,000. The refunding bonds were issued as current interest bonds. The bonds were issued 
at an aggregate price of $22,648,995 (representing the principal amount of $19,495,000 and premium of 
$3,368,618, less cost of issuance of $214,623). The bonds have a final maturity which occurs on August 1, 2028 
with interest rates of 2.0to 5.0 percent. Proceeds from the sale of the bonds were used to pro.tide refunding of 
$22, 130,000 in current i nterest bonds associated with the District's 2000 General Obi i gati on Bands, Seri es 2003 
that was issued in the amount of $70,000,000. The refunding resulted in a cumulative cash flo.v saving of 
$4,217,467 ewer the I ife of the new debt and an economic gain of $2,886,425 based on the difference between the 
present value of the existing debt service requirements and the new debt service requirements discounted at 
3.0 percent. As of June 30, 2016, the principal balance outstanding was $19, 195,000, and unamortized premium 
on issuance and deferred amount on refunding were $2,491,373 and $383,841, respectively. 
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The general obligation bonds mature through 2047 as folio.vs: 

Principal 
I ncl udi ng Accreted Accreted 

Fiscal Year Interest to Date Interest 
2017 $ 7,200,000 $ 
2018 8, 115,000 
2019 8, 190,112 
2020 8,526,515 62,941 
2021 9, 151,373 963,627 

2022-2026 69,125,616 14,189,384 
2027-2031 59,541,637 30,373,363 
2032-2036 44,521,644 83,533,356 
2037-2041 37,756,131 133,444,589 
2042-2046 29,203,549 1 80, 796, 128 

2047 2,805,884 21,634,116 
Total $ 284, 137,461 $ 464,997,504 

Capital Leases 

Current 
Interest Total 

$ 3,872,850 $ 11,072,850 
3,578, 175 11,693,175 
3,251,550 11,441,662 
2,990,050 11,579,506 
2,795,000 12,910,000 

16,177,398 99,492,398 
8,810,650 98,725,650 
7,051,275 135, 106,275 
7,051,275 178,251,995 
2,115,383 212, 115,060 

24,440,000 
$ 57,693,606 $ 806,828,571 

The District has entered into agreements to lease various facilities and equipment. Such agreements are, in 
substance, purchases (capital leases) and are reported as capital lease obligations. The District's liability on lease 
agreements with options to purchase is summarized belo.v: 

Equipment 
Balance,J uly 1, 2015 $ 585,633 
Payments (435,869) 
Balance, J une 30, 2016 $ 149,764 
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The capital leases have ninirrum lease payments as folio.vs: 

Year Ending 
June 30, 

2017 

2018 

2019 

2020 

2021 

Thereafter 
Total 

Less: Amount Representing Interest 
Present Value of Mini rrum Lease Payments 

Compensated Absences 

Lease 
Payment 

$ 21,250 

21,250 

21,248 

20,816 

20,383 

44,814 

149,761 

$ 149,761 

The long-term portion of accurrulated unpaid employee vacation for the District atJ une 30, 2016, amounted to 
$4,519,740. 

Other Postemployment Benefits (OPEB) Obligation 

The District's annual required contribution for the year endedJ une 30, 2016, was $7,860,808, and contributions 
made by the District during the year were $2,788,847. Interest on the net OPEB obligation and aqjustments to the 
annual required contribution were $1,725,095 and $(2, 190,308), respectively, which resulted in an increase to the 
net OPEB obligation of $4,606,748. As of June 30, 2016, the net OPEB obligation was $39, 108,652. See 
Note 12 for additional information regarding the OPEB obligation and the postemployment benefits plan. 

California Energy Commission Loan 

The District entered into a loan agreement with the California Energy Commission (CEC) during the 2014-2015 
fiscal yearto obtain a maxirrum loan of $3,000,000. The proceeds from the loan were used for the District's solar 
shade structure prqject and the agreement stipulated that the CEC would reimburse the District up to the 
maxi rrum agreed-upon I oan amount. The I oan was offered with a zero percent interest rate and the District wi 11 
commence repayment beginning the 2016-2017 fiscal year. The District will be making a total of 14 seni--annual 
installment payments in the amount of $214,286 until the obligation is fully paid. The District has made 2 
separate draw--dcwn requests to the CEC. Proceeds from the first draw--dONn request in the amount of $1,883,599 
were received during the 2014-2015 fi seal year. Proceeds from the second draw--dONn request in the amount of 
$1, 116,401 were received during the 2015-2016 fiscal year. As of June 30, 2016, the District had an outstanding 
CE C loan balance of $3,000,000. 
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Estimated Insurance Claims-Workers' Compensation 

Liabilities for claims for all injury and compensation cases are established b,I the District's independent 
adrrinistrator. These liabilities are based upon estimates, which are re..rie.ved periodically for adequacy, acjjusted 
if needed, andterrrinated upon the closing of each claim. Ending liabilities balances of $10,599,851 were 
discounted at a rate of 0.6 percent and were accepted as estimated b,I the District's administrator. 

NOTE 10-NON-OBLIGATORY DEBT 

These bonds are authorized pursuanttothe Mello-Roos Community Facilities Act of 1982 as arrended, and are 
payable from special taxes le.tied on property within the Community Facilities Districts according to a 
rrethock:Jlogy appr0.ted b,I the voters within the District. Neitherthe faith and credit, nortaxing po.ver of the 
School District is pledged to the payrrent of the bonds. Reserves have been estabiished from the bond proceeds 
to rreet delinquencies should they occur. If delinquencies occur beyond the amounts held in those reserves, the 
School District has no duty to pay the delinquency out of any available funds of the School District. The School 
District acts solely as an agent forthose paying taxes levied and the bondholders. The Community Facilities 
District Bonds currently active include the Community Facilities District No. 90-1, Special Tax Bonds, 
Seri es 2012. 

During the current year, a total of $158 in dividends and interests were earned from investrrents held with a 
trustee. Additionally, a total of $1,332,673 in special tax assessrrent re..renues was received in connection with 
paying the annual debt service obligation and other adrrinistrative costs. As of June 30, 2016, the Community 
Facilities District No. 90-1, Special Tax Bonds, Series 2012 had an outstanding balance of $6,815,000. 

The Special Tax Bonds mature through 2022 as folio.vs: 

Fiscal Year Principal 
2017 $ 1,030,000 
2018 1,070,000 
2019 1,110,000 
2020 1,160,000 
2021 1,205,000 
2022 1,240,000 
Total $ 6,815,000 
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Current 
Interest 

$ 239,950 
197,950 
154,350 
108,950 
67,675 
24,800 

$ 793,675 

Total 
$ 1,269,950 

1,267,950 
1,264,350 
1,268,950 
1,272,675 
1,264,800 

$ 7,608,675 
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NOTE 11-FUNDBALANCES 

Fund balances are corrposed of the follo.ving elerrents: 

Special Reserve 
Fund for Non-Major 

General Capital Outlay G wernrrental 
Fund Prqjects Funds Total 

Nonspendable 
R a,olvi ng cash $ 150,000 $ $ $ 150,000 
Stores inventories 156,288 124,106 280,394 
Prepc1.id expenditures 45,539 45,539 

Total N onspendabl e 351,827 124,106 475,933 

Restricted 
Legal ly restricted programs 5,330,062 35,786 774,016 6,139,864 
Capital prqj eds 14,148,854 14,148,854 
Debt services 10,997,218 10,997,218 

Total Restricted 5,330,062 35,786 25,920,088 31,285,936 

Assigned 
Adult education 23,242 23,242 
Retiree benefits 15,933,469 15,933,469 
Capital prqj eds 51,502,014 51,502,014 
Stabi I i zati on 21, 170,953 21, 170,953 
Other 13,860,139 13,860,139 

Total Assigned 50,964,561 51,502,014 23,242 102,489,817 

Unassigned 
Reserve for econorni c uncertai nti es 11,600,000 11,600,000 

Total $ 68,246,450 $ 51,537,800 $ 26,067,436 $ 145,851,686 
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NOTE 12-LEASE REVENUES 

Lease agreements have been entered into with various lessees for terms that exceed one year. None of the 
agreements contain purchase options. All of the agreements contain a ternination clause pro.tiding for 
cancellation after a specified number of days written notice to lessees, but is unlikely that the District will cancel 
any of the agreements prior to their expiration date. The future minimum lease payments expected to be received 
under these agreements are as fol I ows: 

Year Ending 
June 30, 

2017 
2018 
2019 
2020 
2021 

2022-2024 
Total 

Lease 
Ra,enue 

$ 469,CX,2 
90,321 
'i'J5, 775 
'i'J5, 775 
16,560 
50,738 

$ 800,231 

During the 2015-2016 fiscal year, a total of $464,636 in lease ra,enues was received by the District. 

NOTE 13-POSTEMPLOYMENT HEAL TH CARE PLAN AND OTHER POSTEMPLOYMENT 
BENEFITS (OPEB) OBLIGATION 

Plan Description 

The Plan pro.tides medical and dental insurance benefits to eligible retirees and their spouses in accordance with 
bargaining unit agreements. Participants in the Plan consist of 252 retirees and their beneficiaries currently 
receiving benefits, 27 terminated Plan members entitled to but not yet receiving benefits, and 2, 191 active 
employees eligible forthese benefits in the future. 

Contribution Information 

The contribution requirements of Plan members and the District are established and may be amended by the 
District and the Ne.vport--Mesa Federation of Teachers (NMFT) and the local California Service Employees 
A ssoci ati on ( CS EA). The requi red contri buti on is based on prqj ected pay-as-you-go fi nanci ng requi rements, with 
an additi anal amount to prefund benefits as deterni ned annually as appro.ted by the gcwerni ng board. For fi seal 
year 2015-2016, the District contributed $2,788,847 to the plan, of which $2,045,890was for current pay--as-you
go preniums, and $742,957was a contribution for the implicit rate subsidy portion of the obligation. Plan 
members receiving benefits contributed $2,527,487. 
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Annual OPE B Cost and Net OPE B Obligation 

The District's annual OPEB cost (expense) is calculated based on the annual required contribution of the emplO{er 
(ARC), an amount actuarially deterni ned in accordance with the parameters of GASB Statement No. 45. The 
ARC represents a level of funding that, if paid on an ongoing basis, is prqjected to ccwer normal cost each year 
and amortize any unfunded actuarial accrued liabilities (UAAL) (or funding excess) ewer a period not to exceed 
30years. The follo.ving table sho.vs the corrponents of the District's annual OPEB cost for the year, the amount 
actually contributed to the plan, and changes in the District's net OPEB obligation to the Plan: 

Annual required contribution 
Interest on net OPE B obi i gati on 
Adj ustmentto annual requi red contribution 
Annual OPEB cost (expense) 
Contributions made 
Increase in netOPEB obligation 
Net OPEB obligation, beginning of year 
Net OPEB obligation, end of year 

Trend Information 

$ 7,860,808 
1,725,095 

( 2, 190,308) 
7,395,595 

(2,788,847) 
4,6CX>,748 

34,501,904 
$ 39, 108,652 

Trend information forthe annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and the 
net OPEB obligation was as folio.vs: 

Year Ended Annual Actual Percentage Net OPEB 
June 30, OPEB Cost Contribution Contributed Obligation 

2014 $ 6,253,891 $ 2,777,521 44.41% $ 29,731,679 
2015 7,084,068 2,313,843 32.66% 34,501,904 
2016 7,395,595 2,788,847 37.71% 39,108,652 
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Funded Status and Funding Progress 

A schedule of funding progress as of the most recent actuarial valuation is as fol I o,vs: 

Actuarial 
Accrued 
Liability Unfunded 

Actuarial Actuarial (AAL) - AAL Funded 
Valuation Value of U nprqj ected (UAAL) Ratio Covered 

Date Assets (a) Unit Credit (b) (b-a) (a /b) Payroll (c) 
July 1, 2014 $ $ 57,617, 539 $ 57,617,539 0)6 $157,207, 146 

UAAL asa 
Percentage of 

Cwered 
Payroll 

([b-a] I c) 
37% 

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assurrptions about 
the probability of occurrence of events far into the future. Examples include assurrptions about future 
employment, investment returns, mortality, and the healthcare cost trend. Amounts determined regarding the 
funded status of the Plan and the annual required contributions of the employer are suqject to continual revision as 
actual results are compared with past expectations and mw estimates are made about the future. The schedule of 
funding progress, presented as requi red supplementary information fol I o,vi ng the notes to the financial statements, 
presents mul tiyeartrend information about whetherthe actuarial val ue of pl an assets is i ncreasi ng or decreasing 
wertime relative to the actuarial accrued liabilities for benefits. 

Actuarial Met hods and Assumptions 

Prqjections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood 
b,I the employer and the plan members) and include the types of benefits prwided at the time of each valuation 
and the historical pattern of sharing of benefit costs between the employer and plan members to that point. The 
actuarial methods and assumptions used include techniques that are designed to reduce the effects of short -term 
vol ati I ity in actuarial accrued I i abi Ii ti es and the actuarial val ue of assets, consistent with the I ong-term perspective 
of the cal cul ati ons. 

In theJ uly 1, 2014, actuarial valuation, the unit credit method was used. The actuarial assumptions included a 
five percent investment rate of return (net of administrative expenses), based on the plan being funded in an 
irrevocable employee benefittrust invested in a combined equity and fixed income portfolio. Healthcare cost 
trend rates ranged from an initial eight percentto an ultimate rate of five percent. The costtrend rate used for the 
Dental and Vision programs was five percent. The UAAL is being amortized at a level dollar method. The 
remaining amortization period atJ une 30, 2016, was 21 years. The actuarial value of assets was not deternined 
in this actuarial valuation since there were no assets. 

59 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2016 

NOTE 14-RISK MANAGEMENT 

Description 

The District's risk management activities are recorded in the General Fund. EmplO{ee life, health, and disability 
programs are adninistered b,I the General Fund through the purchase of commercial insurance. The District 
participates in the Alliance of Schools for Cooperative Insurance Program (ASCI P) Joint Po.vers Authority public 
entity risk pool forthe property and liability cc:werage. Referto Note 16 for additional information regarding the 
J PAs. The Workers' Compensation Program, for which the District retains risk of loss, is adninistered b,I the 
Internal Service Fund. Excess workers' compensation cc:werage is obtained through the purchase of commercial 
insurance. 

For insured programs, there have been no significant reductions in insurance cc:werage. Settlement amounts have 
not exceeded insurance cc:werage for the current year or the three prior years. 

Claims Liabilities 

The District records an estimated liability for indemnity torts and other claims againstthe District. Claims 
liabilities are based on estimates of the ultimate cost of reported claims (including future claim aqjustment 
expenses) and an esti mate for claims i ncurred, but not reported based on historical experience. 

Unpaid Claims Liabilities 

The District establishes a liability for both reported and unreported events, which includes estimates of both future 
payments of I asses and related claim acjj ustment expenses. The fol Io.vi ng represent the changes in approximate 
aggregate liabilities forthe District fromJ uly 1, 2014 toJ une 30, 2016: 

Liability Balance,J une 30, 2014 
CI aims and changes in esti mates 
Claims payments 

Liability Balance,J une 30, 2015 
CI aims and changes in esti mates 
Claims payments 

Liability Balance,J une 30, 2016 

Assets available to pay claims atJ une 30, 2016 
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Workers' 
Compensation 
$ 10,407,148 

2,442,195 
(2,442, 195) 
10,407,148 
2,681,503 

(2,488,800) 
$ 10,599,851 

$ 10,838,550 
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NOTE 15-EMPLOYEE RETIREMENT SYSTEMS 

Qualified employees are cc:wered under multiple-employer defined benefit pension plans maintained b,I agencies 
of the State of California. Academic employees are members of the California State Teachers' Retirement System 
(CalSTRS) and classified employees are members of the California Public Employees' Retirement System 
(CalPERS). 

Forthe fiscal year encledJ une 30, 2016, the District reported net pension liabilities, deferred outflo.vs of 
resources, deferred inflo.vs of resources, and pension expense for each of the abcwe plans as folio.vs: 

Collective Collective Collective Collective 
Net Pension Deferred Outflo.vs Deferred I nfl o.vs Pension 

Pension Plan Liability of Resources of Resources Expense 
CalSTRS $ 164,342,374 $ 31,387,165 $ 29,091,412 $ 14,386,296 
Cal PERS 59,973,861 20,346,992 17,534,513 5,073,902 

Total $ 224,316,235 $ 51,734,157 $ 46,625,925 $ 19,460,198 

The details of each plan are as fol lo.vs: 

California State Teachers' Retirement System (CalSTRS) 

Plan Description 

The District contributes to the State Teachers Retirement Pl an ( STR P) administered b,I the Cal i forni a State 
Teachers' Retirement System (CalSTRS). STRP is a cost-sharing multiple-employer public employee retirement 
system defined benefit pension plan. Benefit prc:wisions are established b,I State statutes, as legislatively 
amended, within the State Teachers' Retirement Law. 

A full description of the pension plan regarding benefit prcwisions, assumptions (for funding, but not accounting 
purposes), and membership information is listed in theJ une 30, 2014, annual actuarial valuation report, Defined 
Benefit Program Actuarial Valuation. This report and CalSTRS audited financial information are publically 
available reports that can be found on the CalSTRS website under Publications at: hnp:/MM,W.calstrs.com/member
publ i cati ans. 

Benefits Pro.tided 

The STRP pro.tides retirement, disability and survivor benefits to beneficiaries. Benefits are based on members' 
final compensation, age, and years of service credit. Members hired on or before December 31, 2012, with five 
years of credited service are eligible for the normal retirement benefit at age 60. Members hired on or after 
January 1, 2013, with five years of credited service are eligible for the normal retirement benefit at age 62. The 
normal retirement benefit is equal to 2.0 percent of final compensation for each year of credited service. 
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The STRP is comprised of four program,: Defined Benefit Program, Defined Benefit Supplement Program, Cash 
Balance Benefit Program, and Replacement Benefits Program The STRP holds assets for the exclusive purpose 
of pro.tiding benefits to merrbers and beneficiaries of these program,. CalSTRS also uses plan assets to defray 
reasonable expenses of administering the STRP. Although CalSTRS is the administrator of the STRP, the state is 
the sponsor of the STRP and obligor of the trust. In addition, the state is both an employer and nonernployer 
contributing entity to the STRP. 

The District contributes exclusively to the STRP Defined Benefit Program, thus disclosures are not included for 
the other pl ans. 

The STRP prc:wisions and benefits in effect atJ une 30, 2016, are summarized as folio.vs: 

Hire date 
Benefit formula 
Benefit vesting schedule 
Benefit payments 
Retirement age 
Monthly benefits as a percentage of eligible compensation 
R equi red employee contri buti on rate 
R equi red empl ayer contribution rate 
Required State contribution rate 

C ontr i buti ons 

STRP Defined Benefit Program 
On or before On or after 

Decerrber 31, 2012 January 1, 2013 
2% at 60 2% at 62 

5 years of service 
Monthly for life 

60 
2.0)6 -2.4% 

9.20)6 

10.73% 
7.12589% 

5 years of service 
Monthly for life 

62 
2.0)6 -2.4% 

8.56% 
10.73% 

7.12589% 

Required member, District, and State of California contributions rates are set by the California Legislature and 
Gc:wernor and detailed in Teachers' Retirement Law. The contributions rates are expressed as a level percentage 
of payroll using the entry age normal actuarial method. In accordance with AB 1469, employer contributions into 
the CalSTRS will be increasing to a total of 19.1 percent of applicable member earnings phased cwer a seven year 
period. The contribution rates for each plan for the year endedJ une 30, 2016, are presented abcwe and the 
District's total contributions were $12,296,233. 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2016 

Pension Liabilities, Pension Expense, and Deferred Outflo.vs of Resources and Deferred I nflo.vs of 
Resources Related to Pensions 

AtJ une 30, 2016, the District reported a liability for its proportionate share of the net pension liability that 
reflected a reduction for State pension support pr0.tided to the District. The amount recognized by the District as 
its proportionate share of the net pension liability, the related state support and the total portion of the net pension 
liability that was associated with the District were as folio.vs: 

Total Net Pension Liability, Including State Share: 

District's proportionate share of net pension liability 

State's proportionate share of the net pension liability associated with 
the District 

Total 

$ 164,342,374 

86,918,999 
$ 251,261,373 

The net pension liability was measured as of June 30, 2015. The District's proportion of the net pension liability 
was based on a prqjection of the District's long-term share of contributions to the pension plan relative to the 
prqjected contributions of all participating school districts and the State, actuarially deternined. The District's 
proportionate share for the measurement periodJ une 30, 2015 andJ une 30, 2014, respectively, was 
0.2441 percent and 0.2343 percent, resulting in a net i ncrease;tlecrease in the proportionate share of 0.0098 
percent. 

Fortheyear endedJ une 30, 2016, the District recognized pension expense of $14,386,296. In addition, the 
District recognized pension expense and revenue of $6,732,853 for support pro.tided by the State. AtJ une 
30, 2016, the District reported deferred outflo.vs of resources and deferred inflo.vs of resources related to 
pensi ans from the fol Io.vi ng sources: 

Pension contri buti ans subsequent to measurement date 
Net change i n proportionate share of net pension I i abi Ii ty 
Difference between prqj ected and actual earnings 
on pension pl an i nvestments 
Differences between expected and actual experience in 
the measurement of the total pension Ii abi I ity 

Total 
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$ 

$ 

Deferred 
Outflo.vs of 
Resources 

12,296,233 
6,142,294 

12,948,638 

31,387,165 

$ 

$ 

Deferred 
lnflo.vs of 
Resources 

26,345,212 

2,746,200 
29,091,412 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2016 

The deferred outflo.vs of resources related to pensions resulting from District contributions subsequent to the 
measurement date wi 11 be recognized as a reduction of the net pension Ii abi I ity in the subsequent fi seal year. The 
def erred outfl o.vs;( i nfl o.vs) ofresources related to the difference between prqj ected and actual earnings on 
pension plan investments will be amortized ewer a closed five-year period and will be recognized in pension 
expense as fol Io.vs: 

Deferred 
Year Ended Outflo.vs;(I nflo.vs) 

June 30, of Resources 
2017 $ (5,544,578) 

2018 (5,544,578) 

2019 (5,544,578) 

2020 3,237,160 
Total $ (13,396,574) 

The deferred outflo.vs;(inflo.vs) of resources related to the net change in proportionate share of net pension 
Ii abi Ii ty and differences between expected and actual experience i n the measurement of the total pension Ii abi I ity 
will be amortized c:werthe Expected Average Remaining Service Life (EARSL) of all members that are pro.tided 
benefits (active, inactive, and retirees) as of the beginning of the measurement period. The EARSL forthe 
2014-2015 measurement period is ?years and will be recognized in pension expense as fol lo.vs: 

Deferred 
Year Ended Outflo.vs;(I nflo.vs) 

June 30, of Resources 
2017 $ 566,016 

2018 566,016 

2019 566,015 

2020 566,016 

2021 566,016 

Thereafter 566,015 
Total $ 3,396,094 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2016 

Actuarial Methods and Assumptions 

Total pension Ii abi Ii ty for STR P was deterrri ned by applying update procedures to a financial reporting actuarial 
valuation as of June 30, 2014, and rolling forward the total pension liability toJ une 30, 2015. The financial 
reporting actuarial valuation as of June 30, 2014, used the follo.ving methods and assumptions, applied to all prior 
peri ads i ncl uded in the measurement: 

Valuation date 

Measurement date 
Experience study 

Actuarial cost method 
Discount rate 
Investment rate of return 

Consumer price inflation 
WagegrONth 

J une 30, 2014 

J une 30, 201 5 
July 1, 2oa=; throughJ une 30, 201 O 

Entry age normal 
7.6036 
7.6036 
3.0036 
3.75% 

CalSTRS uses custom mortality tables to best fit the patterns of mortality among its members. These custom 
tables are based on RP2000 series tallies acjjusted to fit CalSTRS experience. 

The long-term expected rate of return on pension plan investments was determined using a building-block method 
in which best estimate ranges of expected future real rates of return ( expected returns, net of pension pl an 
investment expense and inflation) are developed for each major asset class. The best estimate ranges were 
developed using capital market assumptions from Cal STRS general investment consultant. Based on the model 
for Cal ST RS consulting actuary's investment practice, a best estimate range was deterrri ned by assurri ng the 
portfolio is re-balanced annually and that the annual returns are log normally distributed and independent from 
year to yearto develop expected percenti I es for the long-term distribution of annualized returns. The assumed 
asset al location is based on Teachers' Retirement Board of the California State Teachers' Retirement System 
(board) policy for target asset allocation in effect on February 2, 2012, the date the current experience study was 
apprc:wed by the board. Best estimates of 1 G-year geometric real rates of return and the assumed asset al location 
for each major asset class used as inputto develop the actuarial investment rate of return are summarized in the 
fol Io.vi ng tabi e: 

Long-Term 
Assumed Asset Expected Real 

Asset Class Allocation Rate of Return 
Global equity 47% 4.50)6 

Private equity 12% 6.20)6 

Real estate 15% 4.35% 
Inflation sensitive 5% 3.20)6 

Fixed income 20)6 0.20)6 

CashAiquidity 1% 0.0036 
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Discount Rate 

The discount rate used to measure the total pension liability was 7.60 percent. The prqjection of cash flews used 
to determine the discount rate assumed the contributions from plan members and emplO{ers will be made at 
statutory contribution rates. Prqj ected i nfl cws from investment earni ngs were calculated using the I ong-term 
assumed investment rate of return (7.60 percent) and assuni ng that contributions, benefit payments and 
adni nistrative expense occurred midyear. Based on these assumptions, the STRP's fiduciary net position was 
prqj ected to be available to make al I prqjected future benefit payments to current pl an members. Therefore, the 
long-term assumed investment rate of return was applied to all periods of prqjected benefit payments to deternine 
total pension I i abi Ii ty. 

The follcwing presents the District's proportionate share of the net pension liability calculated using the current 
discount rate as well as whatthe net pension liability would be if it were calculated using a discount rate that is 
one percent I ewer or higher than the current rate: 

Discount rate 
1% decrease (6.60)6) 
Current discount rate (7.60)6) 
1% increase (8.60)6) 

California Public Employees Retirement System (Cal PE RS) 

Plan Description 

Net Pension 
Liability 

$ 248,144,193 
164,342,374 
94,696,300 

Qualified employees are eligible to participate in the School EmplO{er Pool (SEP) underthe California Public 
EmplO{ees' Retirement System (Cal PERS), a cost-sharing rnultiple--emplO{er public emplO{ee retirement system 
defined benefit pension plan administered b,I Cal PERS. Benefit prcwisions are established b,I State statutes, as 
legislatively amended, within the Public EmplO{ees' Retirement LiM'. 

A full description of the pension plan regarding benefit prcwisions, assumptions (for funding, but not accounting 
purposes), and membership information is listed in theJ une 30, 2014 annual actuarial valuation report, Schools 
Pool Actuarial Valuation, 2014. This report and Cal PERS audited financial information are publically available 
reports that can be found on the Cal PERS website under Forms and Publications at: 
https: //vlM,w.cal pers.ca.gc:w /page/forms--publ i cations. 
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NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2016 

Benefits Pr0.tided 

Cal PERS pr0.tides service retirement and disability benefits, annual cost of living acjjustments, and death benefits 
to plan members, who must be public employees and beneficiaries. Benefits are based on years of service credit, 
a benefit factor, and the member's final compensation. Members hired on or before December 31, 2012, with five 
years of total service are eligible to retire at age 50with statutorily reduced benefits. Members hired on or after 
January 1, 2013, with five years of total service are eligible to retire at age 52 with statutorily reduced benefits. 
All members are eligible for non-duty disability benefits after five years of service. The Basic Death Benefit is 
paid to any member's beneficiary if the member dies while actively employed. An employee's eligible survivor 
may receive the 1957 Survivor Benefit if the member dies while actively employed, is at least age 50 (or 52 for 
members hi red on or after January 1, 2013), and has at least five years of credited service. The cost of I ivi ng 
acjjustments for each plan are applied as specified b,I the Public Employees' Retirement Law. 

The Cal PERS pr0.tisions and benefits in effect atJ une 30, 2016, are summarized as folio.vs: 

Hire date 
Benefit formula 
Benefit vesting schedule 
Benefit payments 
Retirement age 
Monthly benefits as a percentage of eligible compensation 
R equi red employee contri buti on rate 
R equi red empl ayer contribution rate 

Contributions 

School Employer Pool (Cal PERS) 

On or before 
December 31, 2012 

2% at 55 
5 Years of Service 
Monthly for Life 

55 
1.1% -2.5% 

7.000% 
11.847% 

On or after 
1-:l an-13 
2% at62 

5 Years of Service 
Monthly for Life 

62 
1.0)6 -2.5% 

6.000% 
11.847% 

Section 20814(c) of the California Public Employees' Retirement Law requires thatthe employer contribution 
rates for all public employers are determined on an annual basis b,I the actuary and shall be effective on theJ uly 1 
follo.ving notice of a change in the rate. Total plan contributions are calculated through the Cal PERS annual 
actuarial valuation process. The actuarially determined rate is the estimated amount necessary to finance the costs 
of benefits earned b,I employees during the year, with an additional amount to finance any unfunded accrued 
liability. The District is required to contribute the difference between the actuarially deternined rate and the 
contribution rate of employees. The contributions rates are expressed as percentage of annual payroll. The 
contribution rates for each plan for the year endedJ une 30, 2016, are presented abOJe and the total District 
contributions were $5, 569,004. 
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Pension Liabilities, Pension Expense, and Deferred Outflo.vs of Resources and Deferred I nflo.vs of 
Resources Related to Pensions 

As of June 30, 2016, the District reported net pension liabilities for its proportionate share of the Cal PERS net 
pension liability totaling $59,973,861. The net pension liability was measured as of June 30, 2015. The District's 
proportion of the net pension liability was based on a prqjection of the District's long-term share of contributions 
to the pension plan relative to the prqjected contributions of al I participating school districts, actuarially 
deternined. The District's proportionate share for the measurement periodJ une 30, 2015 andJ une 30, 2014, 
respectively, was 0.4069 percent and 0.3936 percent, resulting in a net decrease in the proportionate share of 
0.0133 percent. 

For the year endedJ une 30, 2016, the District recognized pension expense of $5,073,902. AtJ une 30, 2016, the 
District reported deferred outflo.vs of resources and deferred inflo.vs of resources related to pensions from the 
fol Io.vi ng sources: 

Pension contri buti ans subsequent to measurement date 
Net change i n proportion ate share of net pension Ii abi Ii ty 

Difference between prqj ected and actual earnings 
on pension pl an i nvestments 

Differences between expected and actual experience in 
the measurement of the total pension liability 
Changes of assumpti ans 

Total 

$ 

$ 

Deferred 
Outflo.vsof 
Resources 

5,569,004 
1,500,325 

9,850,069 

3,427,594 

20,346,992 

$ 

$ 

Deferred 
Outflo.vsof 
Resources 

1,945,928 

11,903,624 

3,684,961 

17,534,513 

The deferred outflo.vs of resources related to pensions resulting from District contributions subsequent to the 
measurement date wi 11 be recognized as a reduction of the net pension Ii abi I ity in the subsequent fi seal year. The 
def erred outfl o.vs;( i nfl o.vs) ofresources related to the difference between prqj ected and actual earnings on 
pension plan investments will be amortized ewer a closed five-year period and will be recognized in pension 
expense as fol Io.vs: 

Deferred 
Year Ended Outflo.vs;(I nflo.vs) 

June 30, of Resources 
2017 $ (1,505,358) 

2018 (1,505,358) 

2019 (1,505,358) 

2020 2,462,519 
Total $ (2,053,555) 
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The deferred outflo.vs;(inflo.vs) of resources related to the net change in proportionate share of net pension 
liability, changes of assumptions, and differences between expected and actual experience in the measurement of 
the total pension liability will be amortized c:werthe Expected Average Remaining Service Life (EARSL) of all 
members that are pro.tided benefits (active, inactive, and retirees) as of the beginning of the measurement period. 
The EARSL forthe 2014-2015 measurement period is 3.9years and will be recognized in pension expense as 
folio.vs: 

Year Ended 
June 30, 

2017 
2018 
2019 
Total 

Actuarial Methods and Assumptions 

Deferred 
Outflo.vs;(I nflo.vs) 

of Resources 
$ (544,357) 

(544,357) 
385,744 

$ (702,970) 

Total pension liability forthe SEP was deterrrined b,I applying update procedures to a financial reporting 
actuarial valuation as of June 30, 2014, and rolling forward the total pension liability toJ une 30, 2015. The 
financial reporting actuarial valuation as of June 30, 2014, used the follo.ving methods and assumptions, applied 
to al I prior peri ads i ncl uded in the measurement: 

Valuation date 
Measurement date 

Experience study 
Actuarial cost method 

Discount rate 
Investment rate of return 

Consumer price inflation 
WagegrONth 

June 30, 2014 
June 30, 2015 

July 1, 1997 throughJ une 30, 2011 
Entry age normal 

7.65% 
7.65% 
2.75% 
Vari es b,I entry age and service 

Mortality assumptions are based on mortality rates resulting from the most recent Cal PE RS experience study 
adopted b,I the Cal PERS Board. For purposes of the post,etirement mortality rates, those revised rates include 
five years of prqjected ongoing mortality imprc:wement using Scale AA published b,I the Society of Actuaries. 
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In deterrrining the long-term expected rate of return, Cal PERS took into account both short-term and long-term 
market return expectations as well as the expected pension fund cash flo.vs. Using historical returns of all the 
funds' asset classes, expected compound returns were calculated ewer the short-term (first ten years) and the long
term (11--60years) using a building-block approach. Using the expected norrinal returns for both short-term and 
long-term, the present value of benefits was calculated for each fund. The expected rate of return was set b,I 
calculating the single equivalent expected return that arrived atthe same present value of benefits for cash flo.vs 
as the one calculated using both short-term and long-term returns. The expected rate of return was then set 
equivalenttothe single equivalent rate calculated abo.te and rounded dONn to the nearest one quarter of one 
percent. The target asset al I ocati on and best estimates of arithmetic real rates of return for each major asset cl ass 
are summarized in the follo.ving table: 

Long-Term 
Assumed Asset Expected Real 

Asset Class Allocation Rate of Return 
Global equity 51% 5.25% 
GI obal fixed i ncorne 1936 0.9936 
Private equity 10% 6.83% 
Real estate 10% 4.50% 
Inflation sensitive 6% 0.45% 
I nfrastructure and Forestland 2% 4.50% 
Liquidity 2% --0.55% 

Discount Rate 

The discount rate used to measure the total pension liability was 7.65 percent. The prqjection of cash flo.vs used 
to determine the discount rate assumed the contributions from plan members and emplO{ers will be made at 
statutory contribution rates. Based on these assurrptions, the School ErrplO(er Pool fiduciary net position was 
prqj ected to be available to make al I prqjected future benefit payments to current pl an members. Therefore, the 
long-term assumed investment rate of return was applied to all periods of prqjected benefit payments to deterrrine 
total pension I i abi Ii ty. 

The follo.ving presents the District's proportionate share of the net pension liability calculated using the current 
discount rate as well as whatthe net pension liability would be if it were calculated using a discount rate that is 
one percent lo.ver or higher than the current rate: 

Discount rate 
1% decrease (6.65%) 
Current discount rate (7.65%) 
1% increase (8.65%) 
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NOTES TO FINANCIAL STATEMENTS 
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Alternative Retirement Program 

As established b,I Federal liM', all public sector errployees who are not members of their errployer's existing 
retirement system (CalSTRS or Cal PERS) must be cc:wered b,I Social Security or an alternative plan. The District 
has elected to use the Public Agency Retirement System (PARS) as its alternative plan. Contributions made b,I 
the District and an errployeevest immediately. The District contributes 1.5 percent of an errployee's gross 
earnings. An errployee is required to contribute 6.0 percent of his or her gross earnings to the pension plan. 

During the year, the District's required and actual contributions amounted to $71,062, which represents 
1.5 percent of its current year cc:wered payrol I. 

On Behalf Payments 

The State of California makes contributions to CalSTRS on behalf of the District. These payments consist of 
State General Fund contributions to CalSTRS in the amount of $7, 160,624 (7.12589 percent of annual payroll). 
Contributions are no longer appropriated in the annual Budget Act forthe legislatively mandated benefits to 
Cal PERS. Therefore, there is no on behalf contribution rate for Cal PERS. Under accounting principles generally 
accepted in the United States of America, these amounts are to be reported as revenues and expenditures. 
Accardi ngly, these amounts have been recorded in these financial statements. On behalf payments have been 
excluded from the calculation of available reserves, and have not been included in the budgeted amounts reported 
in the General Fund-Budgetary Comparison Schedule. 

NOTE 16-COM M ITM E NTS AND CONTI NGE NCI ES 

Grants 

The District received financial assistance from Federal and State agencies in the form of grants. The 
disbursement of funds received under these programs generally requires compliance with terms and conditions 
specified i n the grant agreements and are suqj ect to audit b,I the grant or agencies. Any di sal I o.ved cl ai ms 
resulting from such audits could become a liability of the General Fund or other applicable funds. Ho.vever, in 
the opinion of management, any such disallo.ved claims will not have a material adverse effect on the c:werall 
financial position of the District atJ une 30, 2016. 

Litigation 

The District is involved in various litigations arising from the normal course of business. In the opinion of 
management and legal counsel, the disposition of all litigation pending is not expected to have a material ad.terse 
effect on the c:werall financial position of the District atJ une 30, 2016. 
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Construction Commitments 

As of June 30, 2016, the District had the follcwing commitments with respect to the unfinished capital prqjects: 

Rerraining Estirrated 
Construction Corrpletion 

CAPITAL PROJECTS Commitment Date 
Paularino Fire Alarm Upgrade $ 1,700 October 1, 2016 
CDM Baseball Backstop 600,000 Nwerrber 1, 2017 
CDM Pool, Wall and City Approach 15,000 October 1 5, 2016 
CDM Attendance Office 5,000 Nwerrber 1, 2016 
CDM Sports Field 10,800,000 Ser,terrber 6, 2018 
CMHS Weight Lighting and Storage 25,000 Nwerrber 1, 2016 
CMHS Sports Facilities 543,000 Decerrber 1, 2016 
NHHS Stadium 8,900,000 J une 30, 2017 
NHHS Monument Sign 50,000 J une 30, 2017 
Early Col I ege;M esa Verde M oderni zati on 900,000 August 10, 2017 
Banning Ranch 50,000 February 1, 2017 
Anderson Office and Fencing 200,000 Ser,terrber 6, 2017 
E astbl uff A dni n and Fencing 105,000 January 1, 2017 
Adams and Sonora HVAC 840,000 Decerrber 1, 2016 
Solar -Path of Travel 90,000 Decerrber 1, 2016 
Estancia Solar Area Landscaping 60,000 January 1, 2017 
Estancia CI ass room Wal I E ncl osures 1,250,000 Ser,terrber 6, 2017 
Estancia Netting 90,000 Nwerrber 1, 2016 
Best Center 25,000 Decerrber 1, 2016 
CMHS Prqject Lead the Way 495,000 Ser,terrber 6, 2017 
Estancia Prqj ect Lead the Way 400,000 J une 30, 2017 

$ 25,444,700 
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NOTE 17-PARTICI PATION IN PUBLIC ENTITY RISK POOLS,J 01 NT POWER AUTHOR I Tl ES, 
AND OTHER RELATED PARTY TRANSACTIONS 

The District is a merrber of the Alliance of Schools for Cooperative Insurance Program (ASCI P) Joint Po.vers 
Authority public entity risk pool, the Bonita Canyon Public Facilities FinancingAuthority (BCPFFA), and 
Coastline Regional Occupation Program (CROP) Joint Po.ver Authority's U PAs). The District pays an annual 
prerri um to SOCPLJ PA for its property I iabi lity cc:werage. Payments for funds received from the State on behalf 
of CROP are passed through to CROP. The relationships between the District, the pool, and theJ PAs are such 
that they are not corrponent units of the District for financial reporting purposes. 

These entities have budgeting and financial reporting requirements independent of merrber units and their 
financial statements are not presented i n these fi nanci al statements; ho.vever, fund transactions between the 
entities and the District are included in these statements. Audited financial statements are generally available 
from the respective entities. 

During the year endedJ une 30, 2016, the District made payments of $1,231,419 and $1,598,247 toASCI P and 
CROP, respectively, for services received. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

GENERAL FUND 
BUDGETARY COMPARISON SCHEDULE 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Variances-
Positive 

(Negative) 
Budgeted Amounts Actual Final 

Original Final (GAAP Basis) to Actual 
REVENUES 
Local Control Funding Formula $227,930,700 $ 231,940,162 $ 233,297,819 $ 1,357,657 
Federal sources 12,610,847 13,421,292 10,862,454 (2,558,838) 
Other State sources 31,033,724 31,587,302 39, 116, 114 7,528,812 
Other local sources 6,412,255 10,229,224 12,069,461 1,840,237 

Total Revenues 1 277,987,526 287, 177,980 295,345,848 8,167,868 
EXPENDITURES 
Current 

Certificated salaries 118,475,953 118,516,010 117,647, 785 868,225 
CI assi fi ed salaries 48,361,215 48,425,717 48, 124,783 300,934 
E rrpl O{ee benefits 57,898,058 59,459,752 61,938, 187 (2,478,435) 
B oaks and supplies 15,385,523 14,006,416 10,641,309 3,365,107 
Services and operating expenditures 22,608,009 23,152,693 21,085,205 2,067,488 
Capital outlay 1,802,639 2,337,460 2,068,878 268,582 
Other outgo 2,412,560 2,230,397 2,829,391 (598,994) 

Debt service -principal 403,452 403,452 424,700 (21,248) 
Debt service -i nterest 11,169 11,169 11,171 (2) 

Total Expenditures 1 267,358,578 268,543,066 264, 771,409 3,771,657 
Excess of Revenues 
Over Expenditures 10,628,948 18,634,914 30,574,439 11,939,525 
Other Financing Sources (Uses) 

Transfers in 631 111 (520) 
Transfers out ( 20, 582, 790) (18,657,735) ( 22, 160, 557) (3,502,822) 

Net Financing Sources 
(Uses) ( 20, 582, 790) ( 18,657, 104) ( 22, 160,446) (3,503,342) 

NET CHANGE IN FUND BALANCES (9,953,842) (22, 190) 8,413,993 8,436,183 
Fund Balances -Beginning 59,832,457 59,832,457 59,832,457 
Fund Balances-Ending $ 49,878,61 5 $ 59,810,267 $ 68,246,450 $ 8,436,183 

1 On behalf payrrents of $7, 160,624 are included in the actual revenues and expenditures, but have not been included in the budgeted 
arrounts. In addition, due to the consolidation of Fund 17, Special Reserve Fund for Other Than Capital Ou~ay Projects, and Fund 20, 
Special Reserve Fund for Posterrplc:,yrrent Benefits for reporting purposes into the General Fund, additional revenues and expenditures 
pertaining to these other funds are i nc:1 uded in the Actual (GAAP Basis) revenues and expenditure~ however are not i nc:1 uded in the 
original and final General Fund budgets. 

See accompanying note to required supplementary information. 
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SCHEDULE OF OTHER POSTEMPLOYMENT BENEFITS (OPEB) 
FUNDING PROGRESS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Actuarial 
Accrued 
Liability Unfunded 

Actuarial Actuarial (AAL) - AAL Funded 
Valuation Value of U nprqj ected (UAAL) Ratio Cwered 

Date Assets (a) Unit Credit (b) (b-a) (a I b) Payroll (c) 
July 1, 2010 $ - $ 47,340,056 $ 47,340,056 0)6 $ 143,882,589 
July 1, 2012 50,476,920 50,476,920 0)6 147,241,703 
July 1, 2014 57,617,539 57,617,539 0)6 157,207, 146 

See accorrpanying note to required supplementary information. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

SCHEDULE OF THE DISTRICT'S PROPORTIONATE SHARE OF THE NET 
PENSION LIABILITY 
FOR THE YEAR ENDE DJ UNE 30, 2016 

2016 2015 
CalSTRS 

District's proportion of the net pension liability 0.2441% 0.2343% 

District's proportionate share of the net pension liability $ 164,342,374 $ 136,898,547 

State's proportionate share of the net pension liability 
associated with the District 86,918,999 82,665,253 

Total $ 251,261,373 $ 219,563,800 

District's cwered-ernployee payroll $ 115,079, 583 $ 103,627,675 

District's proportionate share of the net pension liability 
as a percentage of its cwered-errployee payroll 142.81% 132.11% 

liability 74% 77% 

Cal PERS 

District's proportion of the net pension liability 0.406936 0.3936% 

District's proportionate share of the net pension liability $ 59,973,861 $ 44,688,601 

District's cwered-ernployee payroll $ 45,254,596 $ 40,062,362 

District's proportionate share of the net pension liability 
as a percentage of its cwered-errployee payroll 132.53% 111.55% 

liability 7936 83% 

Note: In the future, as data becorre available, ten years of inforrration will be presented. 

See accompanying note to required supplerrentary inforrration. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

SCHEDULE OF DISTRICT CONTRIBUTIONS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

CalSTRS 

Contractually required contribution 

Contri buti ans in relation to the contractually required contribution 

Contribution deficiency ( excess) 

District's cwered-errployee payroll 

Contributions as a percentage of cwered -errployee pc1yrol I 

Cal PERS 

Contractually required contribution 

Contri buti ans in relation to the contractually required contribution 

Contribution deficiency ( excess) 

District's cwered-errployee payroll 

Contributions as a percentage of cwered -errployee pc1yrol I 

2016 2015 

$ 12,296,233 $ 10,219,067 

12,296,233 10,219,067 

$ 114,596,766 $ 115,079,583 

1 0.73% 8. 81% 
-----

$ 5,569,004 $ 5,326,466 

5,569,004 5,326,466 

$ $ 

$ 47,007,715 $ 45,254,596 

11.85% 11.77% 

Note: In the future, as data becorre available, ten years of inforrration will be presented. 

See accornpc1nying note to required supplerrentary inforrration. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

NOTE TO REQUIRED SUPPLEMENTARY INFORMATION 
JUNE 30, 2016 

NOTE 1-PURPOSE OF SCHEDULES 

Budgetary Comparison Schedule 

This schedule presents information for the original and final budgets and actual results of operations, as well as 
the variances from the final budget to actual results of operations. 

Schedule of Other Postemployment Benefits (OPE B) Funding Progress 

This schedule is intended to sho.v trends about the funding progress of the District's actuarially deterni ned 
liability for postemployment benefits otherthan pensions. 

Schedule of the District's Proportionate Share of the Net Pension Liability 

This schedule presents information on the District's proportionate share of the net pension liability (NPL), the 
plans' fiduciary net position and, when applicable, the State's proportionate share of the NPL associated with the 
District. In the future, as data becomes available, ten years of information will be presented. 

Schedule of District Contributions 

This schedule presents information on the District's required contribution, the amounts actually contributed, and 
any excess or deficiency related to the required contribution. In the future, as data becomes available, ten years of 
i nformati on wi 11 be presented. 

Changes in Benefit Terms 

There were no changes in benefitterm, since the previous valuation for either CalSTRS or Cal PE RS. 

Changes in Assumptions 

The CalSTRS plan rate of investment return assumption was not changed from the previous valuation. The 
Cal PERS plan rate of investment return assurrption was changed from 7.50 percent to 7.65 percent since the 
previous valuation. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Federal G rantor ;Pass-Through CFDA 

G rantor ;Program or CI uster Title Nurrlier 

U.S. DEPARTMENT OF EDUCATION 
Passed through California Department of Education (CDE): 

No Child Left Behind Act (NCLB) 

Title I Grants to Local Educational Agencies: 
Title I, Part A -Basic Grants Lew-Income and Neglected 84.010 
Title I, Part A -Program I rrprCNement LEA Corrective Action 
Minor Perforrrance Problems 84.010 

Subtotal -Title I Grants to Local 
Educational Agencies 

Title 11, Part A -I rrprCNing Teacher Quality Local Grants 84.367 

Title 111 Lirrited English Proficient Student Program 84.365 
Carl D. Perkins Vocational Education Act of 1998: 

Vocational and Applied Tech Secondary II C, Section 131 84.048 

Adult Education and Farrily Literacy Act 
Adult Education -Basic Grants to States 

Adult Basic Education and ESL 84.002A 

Adult Basic Education Secondary Education 84.002 
Subtotal -Adult Education -Basic Grants to States 

Individuals with Disabilities Education Act: 
Special Education (I DEA) Cluster: 

Basic Local Assistance Entitlement, Part B, Section 611 84.027 

Local Assistance, Part B, Private School lSPs 84.027 

Preschool Local Entitlement, Part B, Section 611 84.027A 
Preschool Grants, Part B, Section 619 84.173 

Preschool Staff Da<elopment, Part B, Section 619 84.173A 

Mental Health Allocation Plan, Part B, Section 611 84.027 
Subtotal-Special Education(IDEA) Cluster 

Early Intervention Grants, PartC 84.181 

Passed through Department of R ehabi I itati on 
Workability II, Transition Partnership 84.126 

Total-U.S. Department of Education 

See accorrpanyi ng note to suppl errentary information. 
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Pass-Through 

Entity 

Identifying Federal 

Nurrlier Expenditures 

14329 $ 4,152,842 

14957 9,545 

4,162,387 

14341 565, 197 

14346 345,201 

14894 164,072 

14508 450 

13978 41 
491 

13379 3,602,975 

10115 165,709 

13682 191,371 
13430 60,261 

13431 1, 101 

14468 241,501 
4,262,918 

23761 53,202 

10006 316,867 

9,870,335 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS, (CONTINUED) 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Pass-Through 

Entity 

Federal G rantor ;Pass-Through CFDA Identifying 

G rantor ;Program or CI uster Title Nurrlier Nurrlier 

U.S. DEPARTMENT OF AGRICULTURE 
Passed through CDE: 

Chi Id Nutrition CI uster: 
National School Lunch 10.555 13396 

Basic B reakfast 10.553 13390 

Especially Needy Breakfast 10.553 13390 

Meal Supplements 10.556 13392 

Commodities 10.555 N /,'\ 
Subtotal -Child Nutrition Cluster 

Fresh Fruit and Vegetable Program 10.582 14968 

Passed through Orange County Department of Education ( OC DE): 

California Nutrition Network for Healthy, Active Fam lies 10.000 N/A 
Total -U.S. Department of Agriculture 

U.S. DEPARTMENT OF HEAL TH AND HUMAN SERVICES 

Passed through California Department of Education: 
Medi-Cal BillingOption 93.778 10013 

Passed through OCDE: 

Medi-Cal AdrrinistrativeActivities 93.778 10060 

Total U.S. Department of Health and Hurran Services 
Total Federal Programs 

See accorrpanyi ng note to suppl errentary information. 
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Federal 

Expenditures 

$ 4,079,123 

24,821 

1,331,497 

177,260 

547,372 

6, 160,073 

112,234 

8,283 

6,280,590 

707,886 

382,709 

1,090,595 

$ 17,241,520 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

LOCAL EDUCATION AGENCY ORGANIZATION STRUCTURE 
JUNE 30, 2016 

ORGANIZATION 

The Ne.vport--Mesa Unified School District was established in 1966 and ccwers l:x:Jth the Ne.vport and Costa Mesa 
areas of Orange County. The District operates 22 elementary schools, two middle schools, two 7-12 grade 
schools, two corrprehensive high schools, one early college high school, two alternative education schools 
including l:x:Jth continuation and independent study, and one adult education school. There were no boundary 
changes during the year. 

GOVERNING BOARD 

MEMBER 

Ms. Dana Black 

Ms. Karen Y elsey 

Mr. Vicki Snell 

Ms. Martha Fluor 

Ms. Charlene MetO{er 

Ms. Judy Franco 

Ms. Walt Davenport 

ADMINISTRATION 

Dr. Frederick Navarro 

Mr. Paul H. Reed 

Mr. Russell Lee-Sung 

Ms. SaraJocham 

OFFICE TERM EX Pl RES 

President 2016 

Vice President 2018 

Clerk 2016 

Member 2016 

Member 2018 

Member 2018 

Member 2018 

Superintendent 

Deputy Superintendent and Chief Business Official 

Associate Superintendent, Elementary Education and 
Chief Academic Officer 

Assistant Superintendent, Student Support 
Services;SELPA 

See accompanying note to supplementary information. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

SCHEDULE OF AVERAGE DAILY ATTENDANCE 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Regular ADA 
Transitional kindergarten through third 
Fourth through sixth 
Seventh and eighth 
Ninth through twelfth 

Total Regular ADA 

ExtendedY ear Special Education 
Transitional kindergarten through third 
Fourth through sixth 
Seventh and eighth 
Ni nth through twelfth 

Total ExtendedYearSpecial Education 

Special Education, Nonpublic, Nonsectarian Schools 
T ransi ti anal kindergarten through thi rd 
Fourth through sixth 
Seventh and eighth 
Ni nth through twelfth 

Total Special Education, Nonpublic, 
Nonsectarian Schools 

Extended Special Education, Nonpublic, Nonsectarian Schools 
T ransi ti anal kindergarten through thi rd 
Fourth through sixth 
Seventh and eighth 
Ni nth through twelfth 

Total Extended Special Education, Nonpublic, 
Nonsectarian Schools 

Total ADA 

See accorrpanyi ng note to suppl errentary information. 
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Fi nal Report 
Second Period Annual 

Report Report 

6,099.92 

4,791.26 

3, 184.31 

6,588.56 

20,664.05 

20.65 

4.61 

2.32 

4.07 

31.65 

0.83 

0.91 

2.23 

9.89 

13.86 

0.12 

0.22 

0.17 

0.71 

1.22 
20,710.78 

6,104.48 

4,791.56 

3, 179.57 

6,544.00 

20,619.61 

20.65 

4.61 

2.32 

4.07 

31.65 

0.92 

1.22 

1.91 

10.10 

14.15 

0.12 

0.22 

0.17 

0.71 

1.22 
20,666.63 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

SCHEDULE OF INSTRUCTIONAL TIME 
FOR THE YEAR ENDE DJ UNE 30, 2016 

1986-S7 2015-16 Nurrber of Days 
Minutes Actual Traditional Multitrack 

Grade La,el Requirerrent Minutes Calendar Calendar Status 
Ki ndergarten 36,000 43,200 180 N/A Complied 
Grades 1 -3 50,400 

Grade 1 52,040 180 N/A Complied 
Grade 2 52,040 180 N/A Complied 
Grade 3 52,040 180 N/A Complied 

Grades 4-6 54,000 
Grade 4 55,075 180 N/A Complied 
Grade 5 55,075 180 N/A Complied 
Grade 6 55,075 180 N/A Complied 

Grades 7-8 54,000 
Grade 7 60,480 180 N/A Complied 
Grade 8 60,480 180 N/A Complied 

Grades9-12 64,800 
Grade 9 65,341 180 N/A Complied 
Grade 10 65,341 180 N/A Complied 
Grade 11 65,341 180 N/A Complied 
Grade 12 65,341 180 N/A Complied 

See accorrpanyi ng note to suppl errentary information. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

RECONCILIATION OF ANNUAL FINANCIAL AND BUDGET REPORT WITH 
AUDITED FINANCIAL STATEMENTS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

There were no acjj ustrrents to the U naudi ted Actual Financial Report, which required reconci Ii ati on to the audited 
financial staterrents atJ une 30, 2016. 

See accorrpanyi ng note to suppl errentary information. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

(Budget) 
2017 1 2016 

GENERAL FUND 4 

Revenues $ 285,281,202 $ 295,070, 118 

Other sources and transfers in 631 

Total Revenues and 
Other Sources 285,281,202 295,070,749 

Expenditures 280,632,633 264,775,409 
Other uses and transfers out 9,646,319 24,795,129 

Total Expenditures 
and Other Uses 290,278,952 289, 570, 538 

INCREASE (DECREASE) 
IN FUND BALANCE $ (4,997,750) $ 5,500,211 

ENDING FUND BALANCE $ 35,110,465 $ 40, 108,215 

AVAILABLE RESERVES 2 
$ 11,600,000 $ 11,600,000 

AVAILABLE RESERVES ASA 

PERCENTAGE OF TOTAL OUTG0 3 4.0)6 4.1% 

LONG-TERM OBLIGATIONS N/A $ 349,727,950 

AVERAGE DAILY 

ATTENDANCE AT P-2 4 20,690 20,711 

2015 2014 

$ 264,235,230 $ 253,851,514 

13,557,690 22,179 

277,792,920 253,873,693 
250,533,759 235,034,471 
25,045,102 18,981,765 

275, 578,861 254,016,236 

$ 2,214,059 $ (142,543) 

$ 34,608,004 $ 32,393,945 

$ 30,225,702 $ 9,500,000 

11.2% 3.8% 

$ 339,606,861 $ 328,493,874 

20,948 21,071 

The General Fund balance has increased b,I $7,714,270 c:werthe past two years. The fiscal year 2016-2017 budget 
prqjects a decrease of $4,997,750 (12.5 percent). For a district this size, the State recommends available reserves 
of at least three percent of total General Fund expenditures, transfers out, and other uses (total outgo). 

The District has incurred operating surpluses in two of the pastthree years but anticipates incurring an operating 
deficit during the 2016-2017 fiscal year. Total long-term obligations have increased b,I $21,234,076 c:werthe past 
two years. 

Average daily attendance has decreased b,I 360 c:werthe past two years. Additional decline of 21 ADA is 
anticipated during fiscal year 2016-2017. 

1 Budget 2017 is included for analytical purposes only and has not been subjected to audit 
2 Available reserves consist of all unassigned fund balances including all arriounts reserved for economic uncertainties contained with the 

General Fund and the Special Reserve Fund for Other Than Capital Ou~ay Projects 
3 On behalf paym,nts of $7, 160,624, $5,893,960, and $5,614,232 have been excluded from the calculation of available reserves 

for the fiscal years endingJ une 30, 2016, 2015, and 2014. 
4 General Fund amounts do not include activity related to the consolidation of the Special Reserve Fund for Other than Capital O~ay 

Projects, and the Special Reserve Fund for Posterrployment Benefits as required by GASB Statem,nt No. 54. 

See accompanying note to supplementary information. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

NON-MAJOR GOVERNMENTAL FUNDS 
COMBINING BALANCE SHEET 
JUNE 30, 2016 

Adult Child Deferred 
Education Development Cafeteria Maintenance 
Fund(ll) Fund(12) Fund (13) Fund (14) 

ASSETS 
Deposits and investments $ 200,695 $ 253,938 $ 529,946 $ 
Receivables 130 664,159 1,269,314 
Due from other funds 3,006 44,494 
Stores inventories 124,106 

Total Assets $ 200,825 $ 921,103 $ 1,967,860 $ 

LIABILITIES AND FUND BALANCES 
Liabilities: 

Accounts pc1yabl e $ 82,727 $ 172,709 $ 759,031 $ 
Due to other funds 103,856 644,424 305,530 
Unearned revenue 100, 147 

Total Liabilities 186,583 817,133 1,173,708 
Fund Balances: 

N onspendabl e 124,106 
Restricted 103,970 670,046 
Assigned 23,242 

Total Fund Balances 23,242 103,970 794,152 
Total Liabilities and 
Fund Balances $ 200,825 $ 921,103 $ 1,967,860 $ 

See accomi:anyi ng note to supplementary information. 
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Measure A, F Capital Bond Interest Total Non-Major 
Building Facilities and Redemption Governmental 
Fund(21) Fund (25) Fund (51) Funds 

$ 8,360,454 $6,276,264 $ 10,997,218 $ 26,627,515 
1,124 677,713 2,612,440 

47,500 
124,106 

$ 8,361,578 $6,953,977 $ 10,997,218 $ 29,411,561 

$ 1,162,660 $ 4,041 $ $ 2, 181, 168 
1,053,810 

109,147 
1,162,660 4,041 3,344, 125 

124,106 
7,198,918 6,949,936 10,997,218 25,920,088 

23,242 
7,198,918 6,949,936 10,997,218 26,067,436 

$ 8,361,578 $6,953,977 $ 10,997,218 $ 29,411,561 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

NON-MAJOR GOVERNMENTAL FUNDS 
COMBINING STATEMENT OF REVENUES, EXPENDITURES, 
AND CHANGES IN FUND BALANCES 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Adult Child Deferred 
Education Development Cafeteria Maintenance 
Fund (11) Fund(12) Fund (13) Fund (14) 

REVENUES 
Federal sources $ 491 $ - $ 6,160,073 $ 
Other State sources 297,900 2,346,205 441,196 
Other I ocal sources 6,434 112,964 1,902,337 111 

Total Revenues 304,825 2,459,169 8,503,606 111 

EXPENDITURES 
Current 

I nstructi on 182,763 2,018,309 
I nstruction,elated activities: 

S upervi si on of i nstructi on 40,027 228,751 
School site administration 117,027 141,083 

Pupil services: 
Food services 8,874,271 
All other pupil services 2,516 

Adm ni strati on: 
A 11 other adm ni strati on 151,743 330,838 

Plant services 9,772 17,962 
Facility acquisition and 
construction 

Debt service 
Principal 
I nterest and other 

Total Expenditures 349,589 2,560,364 9,205,109 
Excess (Deficiency) of Revenues 
Over Expenditures (44,764) (101,195) (701,503) 111 
Other Financing Sources (Uses) 

Transfers in 42,818 1,344,409 
Transfers out (111) 

Net Financing 
Sources (Uses) 42,818 1,344,409 (111) 

NET CHANGE IN FUND BALANCES (1,946) (101,195) 642,906 
Fund Balances-Beginning 25,188 205,165 151,246 
Fund Balances-Ending $ 23,242 $ 103,970 $ 794,152 $ 

See accompanying note to suppi ementary information. 
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Measure A, F 
Building 
Fund (21) 

Capital 
Facilities 
Fund(25) 

Bond Interest 
and Redemption 

Fund (51) 

Total Non-Major 
Gwernmental 

Funds 

$ - $ - $ - $ 
40,441 

12,923,649 

6,160,564 
3, 125,742 

16,783,483 37,689 1,800,299 ---~-
37,689 1,800,299 ---~- 12,964,cro 26,CX,9,789 

2,201,072 

268,778 
258,110 

8,874,271 
2,516 

19,CX,9 501,650 
197,038 224,772 

3,302,076 6,077 3,308,153 

6,385,000 6,385,000 
3,804 4,125,429 4,129,233 

3,302,076 225,988 10,510,429 26,153,555 

( 3, 264, 387) 1,574,311 2,453,661 (83,766) 

1,387,227 
(111) 

1,387,116 

( 3, 264, 387) 1,574,311 2,453,661 1,303,350 
10,463,305 5,375,625 8,543,557 24,764,086 

$ 7, 198,918 $ 6,949,936 $ 10,997,218 $ 26,CX,7,436 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

GENERAL FUND SELECTED FINANCIAL INFORMATION 
THREE-YEAR SUMMARY OF REVENUES, EXPENDITURES.AND 
CHANGES IN FUND BALANCES 
FOR THE YEAR ENDE DJ UNE 30, 2016 

(A mounts in thousands) Actual Results for the Years 
2015--2016 2014--2015 2013--2014 

Percent Percent Percent 
of of of 

Amount Ra<enue Amount Ra<enue Amount Revenue 

REVENUES 1 

Federal revenue $ 10,862 3.7 $ 10,248 3.9 $ 8,492 3.4 

State and local ra<enue included in 
Local Control Funding Formula 233,298 79.1 216,985 82.1 206,139 81.2 

Other State revenue 39,116 13.2 25,574 9.7 29,256 11.5 

Other local ra<enue 11,795 4.0 11,429 4.3 9,964 3.9 
Total Ra<enues 295,071 100.0 264,236 100.0 253,851 100.0 

EXPENDITURES 1 

Salaries and Benefits 
Certificated salaries 117,648 39.9 112,294 42.5 104,907 41.3 
Classified salaries 48, 125 16.3 46,533 17.6 42,673 16.8 

E rrpl 0yee benefits 61,939 21.0 57,039 21.6 54,827 21.6 

Total Salaries 
and B enefits 227,712 77.2 215,866 81.7 202,407 79.7 

B oaks and supplies 10,641 3.6 10,784 4.1 9,240 3.6 

Contracts and operating expenses 21,085 7.1 19,721 7.5 19,313 7.6 
Capital outlay 2,069 0.7 1,539 0.6 1,434 0.6 

Other outgo 3,269 1.1 2,803 1.1 2,640 1.0 
Total Expenditures 264,776 89.7 250,713 95.0 235,034 92.5 

EXCESS OF REVENUES OVER 
(UNDER) EXPENDITURES 30,295 10.1 13,523 5.0 18,817 7.5 

OTHER FINANCING SOURCES (USES) 

Operating transfers in and other sources 0.0 13,737 5.2 22 0.0 
Operating transfers out and other uses (24,795) (8.4) (25,045) (9.5) ( 18,982) (7.5) 

Total Other Financing 
Sources (Uses) (24,795) (8.4) (11,308) (4.3) ( 18,960) (7.5) 

INCREASE (DECREASE) 
IN FUND BALANCES 5,500 1.7 2,215 0.7 (143) 0.0 

FUND BALANCES, BEGINNING 34,608 32,393 32,536 
FUND BALANCES, ENDING $ 40,108 $ 34,608 $ 32,393 

ENDING FUND BALANCES TO 
TOTAL REVENUES 13.6 13.1 12.8 

1 General Fund rurounts do not include activity related to the consolidation of the Special Reserve Fund for Other Than Capital Outlay 
Projects, and the Special Reserve Fund for Postemployrnent Benefits as required by GASB Statement No. 54. 

See accorrpanyi ng note to suppl errentary information. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

CAFETERIA FUND SELECTED FINANCIAL INFORMATION 
THREE-YEAR SUMMARY OF REVENUES, EXPENDITURES.AND 
CHANGES IN FUND BALANCES 
FOR THE YEAR ENDE DJ UNE 30, 2016 

( Doi lar amounts in thousands) Actual Results forthe Y ears 
2015--2016 2014--2015 2013--2014 

Percent 
ct 

Percent 
of 

Percent 
ct 

Amount Ra,enue Amount Ra,enue Amount Ra,enue 
REVENUES 

Federal -NSLP 
State meal program 
Food sales 
Other 

Total Ra,enues 

EXPENDITURES 
Salaries and emplo,ee benefits 
Food 
Supplies 
Other 

Total Expenditures 
EXCESS OF REVENUES OVER 
(UNDER) EXPENDITURES 

$ 6,160 
441 

1,897 
6 

8,504 

4,913 
3,728 

95 
469 

9,205 

(701) 

OTHER FINANCING SOURCES (USES) 
Operating transfers in and cther source 1,344 

---'----
INCREASE (DECREASE) 
IN FUND BALANCES 

FUND BALANCES, BEGINNING 
FUND BALANCES, ENDING 

ENDING FUND BALANCES 
TO TOTAL REVENUES 

$ 

643 

1 51 
794 

72.4 $ 6, 185 
5.2 480 

22.3 1,816 
0.1 

100.0 8,481 

57.8 
43.8 

1. 1 
5.5 

10&2 

(8.2) 

9.3 

$ 

4,918 
3,854 

82 
597 

9,451 

(970) 

904 

(66) 

217 
1 51 

72.9 $ 
5.7 

21.4 
0.0 

100.0 

58.0 
45.4 

1.0 
7.0 

111.4 

( 11.4) 

1.8 

$ 

6,369 
460 

1,848 
7 

8,684 

4,614 
3,905 

246 
585 

9,350 

(666) 

500 

(166) 

383 
217 

* * * * * * * * * * * * * * * * * * * * * * 
TYPE 'A' LUNCH;BREAKFAST PARTICIPATION 

73.3 
5.3 

21.3 
0.1 

100.0 

53.1 
45.0 

2.8 
6.7 

107.6 

(7.6) 

2.5 

2015-2016 2014--2015 2013-2014 

TYPE 'A'LUNCHES 
Paid 
Reduced price 
Free 

Total Lunches 

BREAKFAST 
Paid 
Reduced price 
Free 

Total B reakfast 

Amount 

446,421 
168,063 

1,096,302 
1,710,786 

103,538 
70,166 

608,711 
782,415 

See accorrpanyi ng note to suppl errentary information. 

Percent A mount 

26.1 427,068 
9.8 172,792 

64.1 1,146,415 
100.0 1,746,275 

13.2 95,624 
9.0 71,212 

77.8 642,060 
1 00.0 808,896 

91 

Percent A mount 

24.5 388,037 
9.9 148, 183 

65.6 1,224,511 
100.0 1,760,731 

11.8 91,756 
8.8 57,515 

79.4 738,058 
100.0 887,329 

Percent 

22.1 
&4 

69.5 
100.0 

10.3 
6.5 

83.2 
100.0 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

NOTE TO SUPPLEMENTARY INFORMATION 
JUNE 30, 2016 

NOTE 1-PURPOSE OF SCHEDULES 

Schedule of Expenditures of Federal Awards 

The accorrpanying Schedule of Expenditures of Federal Awards includes the Federal grant activity of the District 
and is presented on the modified accrual basis of accounting. The information in this schedule is presented in 
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, U niformAdninistrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uni form Gui dance). Therefore, 
some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, the 
financial statements. The District has not elected to use the ten percent de mini mis cost rate as cc:wered in 
Section 200.414 I ndi rect ( F & A) costs of the U ni form Gui dance. 

The fol lo.vi ng schedule pro.tides reconciliation between revenues reported on the Statement of Revenues, 
Expenditures, and Changes in Fund Balances, and the related expenditures reported on the Schedule of 
Expenditures of Federal Awards. The reconciling amounts consist of Medi-Cal B ii ling Options funds that in the 
previous period were recorded as revenues but were unspent. These unspent balances have been expended in the 
current period. 

Description 

Total Federal Revenues from the Statement of Revenues, 
Expenditures, and Changes in Fund Balances: 

Medi-Cal Billing Option 
Total Schedule of Expenditures of Federal Awards 

Local Education Agency Organization Structure 

CFDA 
Number 

93.778 

Amount 

$ 17,023,018 
218,502 

$ 17,241,520 

This schedule pro.ti des information about the District's boundaries and schools operated, members of the 
gc:werning ooard, and members of the administration. 

Schedule of Average Daily Attendance (ADA) 

Average daily attendance (ADA) is a measurement of the number of pupils attending classes of the District. The 
purpose of attendance accounting from a fiscal standpoint is to pro.tide the basis on which apportionments of 
State funds are made to school districts. This schedule pro.ti des i nformati on regardi ng the attendance of students 
at various grade levels and in different programs. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

NOTE TO SUPPLEMENTARY INFORMATION 
JUNE 30, 2016 

Schedule of Instructional Ti me 

The District has received incentive funding for increasing instructional ti me as pro.tided b,I the Incentives for 
Longer Instructional Day. The District exceeded its target funding. This schedule presents information on the 
amount of instructional time offered b,I the District andwhetherthe District complied with the prc:wisions of 
Education Code Sections 46200through 462CX'i. 

Districts must maintain their instructional ninutes at 1986-S7 requirements, as required b,I Education Code 
Section 46201. 

Reconciliation of Annual Financial and Budget Report with Audited Financial Statements 

This schedule pro.tides the information necessary to reconcile the fund balance of all funds reported on the 
U naudited Actual Financial Report to the audited financial statements. 

Schedule of Financial Trends and Analysis 

This schedule discloses the District's financial trends b,I displaying past years' data along with current year budget 
information. These financial trend disclosures are used to evaluate the District's ability to continue as a going 
concern for a reasonable period of ti me. 

Non-Maj or G c:wernmental Funds -Balance Sheet and Statement of Revenues, Expenditures, and Changes 
in Fund Balances 

The Non-Major Gc:wernmental Funds Combining Balance Sheet and Combining Statement of Revenues, 
Expenditures, and Changes in Fund Balances are included to pro.tide information regarding the individual funds 
that have been included in the Non-Major Go.ternmental Funds column on the Gc:wernmental Funds Balance 
Sheet and Statement of Revenues, Expenditures, and Changes in Fund Balances. 

General Fund Selected Financial Information 

This schedule pro.tides a comparison of revenues and expenditures as a percentage of total revenue for the 
General Fund forthe pastthreeyears. 

Cafeteria Fund Selected Financial Information 

This schedule pro.tides a comparison of revenues and expenditures as a percentage of total revenue for the 
Cafeteria Fund for the past three years. 
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Vavrinek, Trine, Day & Co., LLP 
Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER 
Fl NANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF Fl NANCI AL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

GOJerning Board 
Ne.vport--Mesa Unified School District 
Costa Mesa, California 

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in GOJernment Auditing Standards issued b,I the 
Comptroller General of the United States, the financial statements of the gOJernmental activities, each major fund, 
and the aggregate remaining fund information of Ne.vport-Mesa Unified School District (the District) as of and 
for the year endedJ une 30, 2016, and the related notes to the financial statements, which collectively corrprise 
Ne.vport--Mesa Unified School District's basic financial statements, and have issued our report thereon dated 
December 6, 2016. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Ne.vport-Mesa Unified School 
District's i nternal control OJ er financial reporti ng (internal control) to determine the audit procedures that are 
appropriate in the circum,tances for the purpose of expressing our opinions on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of Ne.vport-M esa Unified School District's internal 
control. Accordingly, we do not express an opinion on the effectiveness of Ne.vport-Mesa Unified School 
District's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allo.v management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
nisstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material nisstatement of the District's financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention b,I those charged with gOJernance. 

Our consideration of internal control was for the I i mi ted purpose descri bed in the fi rst paragraph of this section 
and was not designed to identify al I defi ci enci es i n internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. Ho.vever, material weaknesses may exist that have not been 
identified. 
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Campi iance and Other Matters 

As part of obtaining reasonable assurance about whether Ne.vport--Mesa Unified School District's financial 
staterrents are free from material mi sstaterrent, we perforrred tests of its compliance with certai n prC1Ji si ons of 
I aws, regulations, contracts, and grant agreerrents, noncornpl i ance with which could have a direct and material 
effect on the determination of financial staterrent amounts. H cw ever, pro.tiding an opi ni on on compl i ance with 
those prC1Jisions was not an oqjective of our audit, and accordingly, we do not express such an opinion. The 
results of ourtests disclosed no instances of noncompliance or other matters that are required to be reported under 
GC1Jernrrent Auditing Standards. 

We noted certain matters that we reported to managerrent of Ne.vport--Mesa Unified School District in a separate 
I etter dated December 6, 2016. 

Purpose of This Report 

The purpose of this report is solely to describe the scope of ourtesting of internal control and compliance and the 
results of that testing, and notto prC1Jide an opinion on the effectiveness of the District's internal control or on 
compl i ance. This report is an i ntegral part of an audit perforrred in accordance with G C1Jernrrent Auditing 
Standards i n considering the District's i nternal control and compl i ance. Accordingly, this communication is not 
suitable for any other purpose. 

/ 

,/'·/~- :u~~t.L/ v~, ~, ", ·/ 
Rancho Cucamonga, California 
December 6, 2016 
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Vavrinek, Trine, Day & Co., LLP 
Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR 
EACH MAJOR PROGRAM ANDON INTERNAL CONTROL 

OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

G OJerni ng Board 
Ne.vport--Mesa Unified School District 
Costa Mesa, California 

Report on Compliance for Each Major Federal Program 

We have audited Ne.vport-Mesa Unified School District's (the District) compliance with the types of compliance 
requirements described in the OMB Compliance Supplernentthat could have a direct and material effect on each 
of Ne.vport--Mesa Unified School District's major Federal programs for the year endedJ une 30, 2016. Ne.vport
Mesa Unified School District's major Federal programs are identified in the surnrnary of auditor's results section 
of the accornpanyi ng schedule of findings and questioned costs. 

Management's Responsibility 

M anagernent is responsible for cornpl i ance with the federal statutes, regul ati ans, and the terms and condi ti ans of 
its Federal awards applicable to its Federal programs. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance for each of Ne.vport-Mesa Unified School District's 
major Federal programs based on our audit of the types of compliance requi rernents referred to abOJe. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in the United States 
of A rneri ca; the standards appl i cable to financial audits contai ned i n G OJernrnent Auditing Standards, issued by 
the Comptroller General of the United States; and the audit requirernents of Title 2 U.S. Code of Federal 
Regulations Part 200, UniformAdninistrative Requirernents, Cost Principles, and Audit Requirernents for 
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and 
perform the audit to obtai n reasonable assurance about whether noncornpl i ance with the types of compliance 
requirements referred to abOJe that could have a direct and material effect on a major Federal program occurred. 
An audit includes examining, on a test basis, evidence about Ne.vport--Mesa Unified School District's compliance 
with those requirements and performing such other procedures as we considered necessary in the circumstances. 

We believe that our audit pro.tides a reasonable basis for our opinion on compliance for each major Federal 
program. Ho.vever, our audit does not prOJide a legal determination of Ne.vport--Mesa Unified School District's 
cornpl i ance. 
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Opinion on Each Major Federal Program 

In our opinion, Newport-Mesa Unified School District complied, in all material respects, with the types of 
compliance requirements referred to alx:we that could have a direct and material effect on each of its major 
Federal programs for the year endedJ une 30, 2016. 

Report on Internal Control Over Compliance 

Management of Ne.vport--Mesa Unified School District is responsible for establishing and maintaining effective 
internal control ewer compliance with the types of compliance requirements referred to alx:we. In planning and 
performing our audit of compliance, we considered Newport-Mesa Unified School District's internal control o.ter 
compliance with the types of requirements that could have a direct and material effect on each major Federal 
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each major Federal program and to test and report on internal control 
ewer compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on 
the effectiveness of internal control ewer compliance. Accordingly, we do not express an opinion on the 
effectiveness of Ne.vport-Mesa Unified School District's internal control ewer compliance. 

A deficiency in internal control ewer compliance exists when the design or operation of a control ewer compliance 
does not allo,v management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, noncompliance with a type of compliance requirement of a Federal program on a 
timely basis. A material weakness in internal control ewer compliance is a deficiency, or combination of 
deficiencies, in internal control ewer compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a Federal program will not be prevented, or detected and 
corrected, on a timely basis. A significant deficiency in internal control o.ter cCJ111)1 iance is a deficiency, or a 
combination of deficiencies, in internal control ewer compliance with a type of compliance requirement of a 
Federal program that is less severe than a material weakness in internal control ewer compliance, yet important 
enough to merit attention b,I those charged with gcwernance. 

Our consideration of internal control ewer compliance was for the linited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control ewer compliance that night be 
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control ewer 
compliance that we consider to be material weaknesses. Ho,vever, material weaknesses may exist that have not 
been identified. 

The purpose of this report on internal control ewer compliance is solely to describe the scope of ourtesting of 
internal control ewer compliance and the results ofthattesting based on the requirements of the Uniform 
Guidance. Accordingly, this report is not suitable for any other purpose. 

/ 

,/'·/~- :u~~t.L/ v~, ~, ", ·/ 
Rancho Cucamonga, California 
December 6, 2016 
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Vavrinek, Trine, Day & Co., LLP 
Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT ON STATE COMPLIANCE 

G OJerni ng Board 
Ne.vport--Mesa Unified School District 
Costa Mesa, California 

Report on State Campi iance 

We have audited Ne.vport-Mesa Unified School District's (the District) compliance with the types of compliance 
requirements as identified in the 2015-2016 Guide for Annual Audits of K-12 Local Education Agencies and State 
Compliance Reporting that could have a direct and material effect on each of the Ne.vport-Mesa Unified School 
District's State gOJernment programs as noted belo.v for the year endedJ une 30, 2016. 

Management's Responsibility 

M anagement is responsi bl e for cornpl i ance with the requirements of State I aws, regul ati ans, and the term, and 
conditions of its State awards applicable to its State program,. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance of each of the Ne.vport-Mesa Unified School District's 
State program, based on our audit of the types of cornpl i ance requirements referred to abo.te. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America; the standards 
applicable to fi nanci al audits contained i n G o.ternrnent Auditing Standards, issued b,I the Cornptrol I er General of 
the United States; and the 2015-2016 Guide for Annual Audits of K-12 Local Education Agencies and State 
Campi iance Reporting. These standards require that we plan and perform the audit to obtain reasonable assurance 
about whether noncornpl i ance with the cornpl i ance requirements referred to abo.te that could have a rnateri al 
effect on the applicable gOJernment program, noted belo.v. An audit includes exanining, on a test basis, 
evidence about Ne.vport-Mesa Unified School District's compliance with those requirernents and perforning such 
other procedures as we considered necessary in the circum,tances. We believe that our audit prOJides a 
reasonable basis for our opini=. Our audit does not prOJide a legal determination of Ne.vport--Mesa Unified 
School District's cornpl i ance with those requirements. 

Basis for Qualified Opinion on Middle or Early College High Schools 

As described in the accompanying schedule of findings and questioned costs, Ne.vport-Mesa Unified School 
District did not comply with requirements regarding the Middle or Early College High Schools as described in the 
accompanying Schedule of Findings and Questioned Costs as item 2016-001. Campi iance with such 
requirements is necessary, in our opinion, for Ne.vport--Mesa Unified School District to comply with the 
requirements applicable to that program 
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Qualified Opinion on the Middle or Early College High Schools 

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, Newport
Mesa Unified School District complied, in all material respects, with the types of compliance requirements 
referred to alx:we for the year endedJ une 30, 2016. 

Unmodified Opinion on Each of the Other Programs 

In our opinion, Newport-Mesa Unified School District complied, in all material respects, with the compliance 
requirements referred to alx:we that are applicable to the gcwemment programs noted belcw that were audited for 
the year endedJ une 30, 2016, except as described in the Schedule of State Awards Findings and Questioned Costs 
section of the accornpanyi ng Schedule of Findings and Questioned Costs. 

In connection with the audit referred to allx:we, we selected and tested transactions and records to determine the 
Newport-Mesa Unified School District's cornpliancewith the State laws and regulations applicable to the 
follo.ving items: 

LOCAL EDUCATION AGE NCI ES OTHER THAN CHARTER SCHOOLS: 
Attendance 
Teacher Certification and Misassignments 
K i ndergarten Conti nuance 
Independent Study 
Conti nuati on Education 
Instructional Time 
I nstructi anal Materials 
Ratios of Administrative ErnplO{ees to Teachers 
Classroom Teacher Salaries 
Early Retirement Incentive 
Gann Limit Calculation 
School Accountability Report Card 
Juvenile Court Schools 
Middle or Early College High Schools 
K -3 Grade Span A cjj ustment 
Transportation Mai ntenance of Effort 
SCHOOL DISTRICTS,COUNTY OFFICES OF EDUCATION.AND 
CHARTER SCHOOLS: 

Educator Effectiveness 
California Clean Energy J obs A ct 
After School Education and Safety Program 

General Requirements 
After School 
Before School 

Proper Expenditure of Education Protection Account Funds 
Unduplicated Local Control Funding Formula Pupil Counts 
Local Control Accountability Plan 
Independent Study -Course Based 
I mmuni zati ons 
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Procedures 
Performed 

Yes 
Yes 
Yes 

No, see belo.v 
Yes, see belo.v 

Yes 
Yes 
Yes 
Yes 

No, see belo.v 
Yes 
Yes 

No, see belo.v 
Yes 
Yes 
Yes 

Yes 
Yes 
Yes 
Yes 
Yes 

No, see belo.v 
Yes 
Yes 
Yes 

No, see belo.v 
Yes, see belo.v 



CHARTER SCHOOLS: 
Contemporaneous Records of Attendance 
Mode of I nstructi on 
Non CI assroom-B ased I nstructi on~ ndependent Study for Chart er Schools 
Determination of Funding for Non Classroom-Based Instruction 
Annual Instruction Minutes Classroom-Based 
Charter School F aci I ity Grant Program 

Procedures 
Performed 

No, see belo.v 
No, see belo.v 
No, see belo.v 
No, see belo.v 
No, see belo.v 
No, see belo.v 

We did not perform testing for Independent Study because the ADA was belo.v the required threshold for testing. 

The District does not offer a Work Experience Program; therefore, we did not perform procedures related to the 
Work Experience Program within the Continuation Education Attendance Program 

The District did not offer an Early Retirement Incentive Program during the current year; therefore, we did not 
perform procedures related to the Early Retirement Incentive Program 

The District does not have any Juvenile Court Schools; therefore, we did not perform any procedures related to 
Juvenile Court Schools. 

The District does not offer a Before School Education and Safety Program; therefore, we did not perform any 
procedures related to the Before School Education and Safety Program. 

The District does not offer an Independent Study-Course Based Program; therefore, we did not perform any 
procedures related to the I ndependent Study-Course Based Program. 

The District did not have any schools listed on the immunization assessment reports; therefore, we did not 
perform any related procedures. 

The District does not have any Charter Schools; therefore, we did not perform any procedures for Charter School 
Programs. 

/ ,/'·/~- :u~ v~, ~, ", 
Rancho Cucamonga, California 
December 6, 2016 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

SUMMARY OF AUDITOR'S RESULTS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

FINANCIAL STATEMENTS 
Type of auditor's report issued: 
I nternal control wer fi nanci al reporti ng: 

Material weakness i denti fi eel? 
Significant deficiency identified? 

N oncorrpl i ance rrateri al to financial statements noted? 

FEDERAL AWARDS 
I nternal control wer major Federal programs: 

Material weakness i denti fi eel? 
Significant deficiency identified? 

Type of auditor's report issued on corrpliance for major Federal programs: 

Any audit findings disclosed that are required to be reported in accordance 
with Section 200.516(a) of the Uniform Guidance? 

I denti fi cation of major Federal programs: 

CFDA Numbers 

84.027, 84.027A, 84.173 
and 84.173A 

Name of Federal Program or Cluster 

Special Education (IDEA) Cluster 

Doi I ar threshold used to di sti ngui sh between Type A and Type B programs: 

Auditee qualified as lo.v,iskauditee? 

STATE AWARDS 
Type of auditor's report issued on corrpliance for State programs: 

Unmodified for all programs except for the follo.ving 

Name of Program 

Middle or Early College High Schools 
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Unmodified 

No 
None reported 

No 

No 
None reported 

Unmodified 

No 

$ 750,000 

Yes 

Unmodified 



NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

FINANCIAL STATEMENT FINDINGS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

None reported. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

None reported. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

STATE AWARDS FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

The fol Io.vi ng fi ndi ngs represent instances of noncornpl i ance and;br questioned costs rel ati ng to State program 
laws and regulations. The findings have been coded as folio.vs: 

2016--001 4(XX)() 

Five Digit Code 
40<XX) 

Criteria or Specific Requirements 

AB 3627 Finding Type 
State Campi iance 

In accordance to California Education Code Section 46146.5(b), a day of attendance for a 
pupil enrolled in an early college high school or niddle college high school, who is a special 
part-time student enrolled in a community college under Article 1 (commencing with Section 
48800) of Chapter 5 of Part 27, andwhowill receive academe credit upon satisfactory 
completion of enrolled courses, is 180 ninutes of attendance. 

Condition 

From the District's early college high school, 57 out of 266 students enrolled did not meet 
the 180 minutes of attendance as required b,I California Education Code Section 46146.5(b). 

Questioned Costs 

There were no questioned costs associated with the con di ti on identified. The District's 
attendance reports were c:werstated b,l 55.58ADA and 56.03 ADA for Period 2 and Annual 
attendance reports, respectively, as a result of the condition identified. Ho.vever, the District 
took immediate corrective actions and made amendments to the District's attendance reports 
remitted to the State. The District is a basic aid District and as a result, there was no impact on 
current year's revenues. 

Context 

Based on the initial sample of 25 students selected from the District's early college high school, 
we identified 8 students that did not meet the requi red 1 80 ni nut es of attendance per day. 
Subsequently, we performed additi anal procedures i ncl udi ng i nqui ry with the site adni ni strator 
and revi e.vi ng additi anal supporting documents, including a comprehensive Ii sting of cl asses 
enrolled for each of the students and ninutes offered b,I the high school. Our additional 
procedures performed resulted in 57 out of 266 students enrol led in the District's early col I ege 
high school did not meet the 180 ninutes of attendance. 

Effect 

As a result of the condition identified, the District was not in compliance with California 
Education Code Section 46146.5(b). 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

STATE AWARDS FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

Cause 

It appears thatthe condition identified has materialized potentially as a result of the District not 
ensuring that each student enrol I ed is sufficient scheduled forthe mi ni mum requi red ni nut es 
mandated b,I the State. 

Recommendation 

The District should errphasi ze the importance of students needi ng to meetthe ni ni mum 
required ninutes per day. The District should revie.v students' schedules to ensure that each 
student is schedule for a mini mum of 180 ni nut es per day and enrol I ed in col I ege courses 
concurrently. 

Corrective Action Plan 

Due to the nature of the Early College High School Initiative, students are enrolled 
simultaneously in high school and college courses. Students that enroll in summer programs 
are left with fe.v high school course offerings b,I the time of their senior year. These students 
have a greater percentage of college courses as they ad.tance and risk meeting the required 180 
ninutes of high school attendance per day. Early College High School will work to balance 
the course offerings between high school and college so that students meet the academic 
standards set forth in the California Education Code. 
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NEWPORT-MESA UNIFIED SCHOOL DISTRICT 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 
FOR THE YEAR ENDE DJ UNE 30, 2016 

There were no audit findings reported in the prior year's schedule of findings and questioned costs. 
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Vavrinek, Trine, Day & Co., LLP 
Certified Public Accountants 

Go.terning Board 
Ne.vport--Mesa Unified School District 
Costa Mesa, California 

In planning and performing our audit of the financial staterrents of Ne.vport-Mesa Unified School District, for the 
year endedJ une 30, 2016, we considered its internal control structure in order to deternine our auditing 
procedures for the purpose of expressing our opinion on the financial staterrents and not to pro.ti de assurance on 
the i nternal control structure. 

Ho.ve..rer, during our audit we noted matters that are opportunities for strengthening internal controls and 
operating efficiency. The follo.ving items represent conditions noted b,I our auditthatwe consider important 
enough to bring to your attention. This letter does not affect our report dated December 6, 2016 on the 
gcwernrrent-wide financial staterrents of the District. 

ASSOC I ATE D STU DE NT BODY 

Ensign I nterrredi ate School 

Observations 

1. During our revie.v of theASB procedures ewer cash receipts, we noted that not all sample deposits 
re..rie.vedwere deposited in a tirrely manner. Delay in deposit ranged from 12 to 16 days from the 
docurrented date of initial cash receipts. 

2. Cash Disburserrents are not always preapprc:wed b,I theASB. Specifically, four of the 15 sample 
di sburserrents revi e.ved were not apprc:wed prior to the transactions taking pl ace. 

R ecomrrendati ons 

1. At a minimum, deposits should be made weekly to nininize the amount of cash held atthe site. During 
weeks of high cash activity there may be a need to make more than one deposit. The District should 
establish guidelines forthis procedure including the maximum cash on hand that should be maintained at 
the site. The ultimate responsibility, ho.vever, will reside with the site oookkeeperto make the deposits 
tirrely. 

2. The site should ensure all cash disburserrents are being preapprcwed b,I theASB prior to the purchasing 
of the goods or services. The ASB policy should be communicated to club ad.tisors regarding the 
disburserrent process. Preapprc:wal fromtheASB is necessary for all cash disburserrents to ensure that 
goods and services being purchased are allo.vable and necessary for the student body. Additionally, the 
process allo.vs theASB to deternine if sufficient funds are available prior to purchases being made. 
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Go.terning Board 
Ne.vport--Mesa Unified School District 

District Response 

1. The District agrees with the recommendation. District policy dictates that deposits are to be rnade at least 
once a week or when receipts reach $300. In this instance, deposits that were selected were around the 
holidays and days that the ASB Accounting Assistant was out sick so there was an added delay. Deposits 
are picked up b,I a District Courier and taken to the safe in the Warehouse to be collected b,I the armored 
car. If the deposit arrives afterthe scheduled pick up, the deposit rnay take longerthan 10 days to reach 
the bank, but it is in a secure safe. TheASB Accounting Technicians have been reninded to be aware of 
the pick-up schedule and try to rnake their deposits before the safe is emptied. 

2. The District agrees with the recommendation. Two of the transactions noted alx:we were pre--apprc:wed 
and the check requisitions were signed inJ une, but theASB failed to include thern in their minutes. The 
AS B Accounting T echni ci an wi 11 rerni nd the students to incl ude al I business transacti ans and apprcwal s in 
their minutes. The other two instances were fishing trips that were booked inJ une 2015, for the fall of 
2015, to reserve the ti me slat. The paperwork was apprc:wed in October before any payment was rnade, 
ho.veverthe documentation was dated inJ une 2015. 

Estancia High School 

Observations 

1. During our revie.v of theASB procedures ewer cash receipts, we noted that not all sarnpie deposits 
re..rie.vedwere deposited in a timely manner. Delay in deposit ranged frorn 13 to 16 days frornthe 
documented date of initial cash receipts. 

2. Cash Disbursements are not always preapprc:wed b,I theASB. Specifically, one of the 15 sample 
disbursements revi e.ved were not apprc:wed prior to the transacti ans taking pl ace. 

R ecornmendati ans 

1. At a rninirnurn, deposits should be rnadeweekly to nininize the amount of cash held atthe site. During 
weeks of high cash activity there rnay be a need to rnake rnore than one deposit. The District should 
establish guidelines forthis procedure including the rnaxirnurn cash on hand that should be maintained at 
the site. The ultimate responsibility, ho.vever, will reside with the site bookkeeperto rnake the deposits 
timely. 

2. The site should ensure all cash disbursements are being preapprcwed b,I theASB prior to the purchasing 
of the goods or services. The ASB policy should be cornrnunicated to club ad.tisors regarding the 
disbursement process. Preapprc:wal frorntheASB is necessary for all cash disbursements to ensure that 
goods and services being purchased are allo.vable and necessary for the student body. Additionally, the 
process allo.vs theASB to deternine if sufficient funds are available prior to purchases being rnade. 
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District Response 

1. The District agrees with the recommendation. District policy dictates that deposits are to be rnade at least 
once a week or when receipts reach $300. The deposits are then scanned and dropped in a safe at the 
school site. The armored car corrpany picks up these deposits once a week, so it is possible for an iternto 
be receipted at the start of the week and be deposited in the safe just afterthe pick-up. This is especially 
true if the scheduled pick up is during a holiday when the site is closed. In those cases, the deposit rnay 
take longerthan 10 days to reach the bank, but it is in a secure safe. The ASB Accounting Technicians 
have been reminded to be aware of the pick-up schedule and try to rnake deposits before the safe is 
ernpti ed for the week. 

2. The District agrees with the recommendation, but disagrees with the observation. The one sample noted 
was actually apprcwed before it was paid. The invoice was forthe prorn location deposit. TheASB prorn 
cornrnineevie.ved the location inJ uly, but the actual contract was not signed until August b,I the District. 
The school did not assume any financial obi i gati on unti I the company received the signed contract and 
deposit in August. The payment was not rnade until the ASB apprc:wed the expense. 

Corona Del Mar High School 

Observations 

The fol Io.vi ng observati ans were rnade i n connection with the AS B year-end financial statement: 

1. The ASB ended the 2015-2016 fiscal year, with a deficit balance in its checking account. Specifically, we 
noted that the reconciled ending balance of theASB check account was $26,278. This appears to indicate 
thattheASB is not properly monitoring its budget and engaging in disbursements without making sure 
sufficient funds are available. 

2. The ASB financial statement reported an account called "Webstore Clear for Rerninance". The account 
serves as an i nterrnedi ary hol di ng account for the AS B credit card transacti ans processed through the 
internet. As of June 30, 2016, theASB reported a deficit balance of $162, 100.44 and also appears that the 
account has been i rnproperly reconci I ed. 

3. The ASB appears to have incurred an cwerall operating deficit for the past two years. overall cash 
position declined frorn $579,532 frornthe beginning of 2013-2014 to $82,883 at the end of 2015-2016. 
The ASB incurred approximately $250,000 in net operating deficit in for each of the past two fiscal years. 
It appears that theASB will be in an c:werall deficit position and potentially become insolvent if theASB 
does not correct its operati ng trend. 

4. The ASB financial statements indicate that numerous transfers were rnade during the year to correct 
rnul ti pl e trust accounts that would have been in deficit posi ti ans withouttransfer. 
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R ecornmendati on 

We encourage the District to explore and exanine the detailed underlying reasons that resulted in the observations 
rnade. TheASB accounting records suggestthattheASB is engaged in poor accounting practices and rnay also 
indicate the potential for lack of kno.vledge cwerthe accounting system used b,I theASB. During the 
exani nation of the site's ASB records, we encourage the District to carefully revi e.v the reason behind the deficit 
ending cash balance. Additionally, the District should revie.v the detailed transactions posted totheASB 
"W ebstore Cl ear for R eni ttance" accountto deterrni ne if the activities are reasonable. Lastly, the A SB should 
emphasize on efforts to raise additional funds or cut back costs in orderto avoid ending the 2016-2017 in an 
c:werall deficit position. 

District Response 

While the District agrees that these accounts should be rnore closely monitored, we feel that these observations 
ni srepresentthe financial position at Corona del M ar. 

1. The deficit noted in the checking account was caused when the Active Network failed to issue payment of 
$153,611 to the school for items sold on the webstore in a timely fashion. Active Network was notified in 
early May, but the check didn't clear until after a large check was renitted to the District for exams fees. 
In the future, theASB AccountingTechnicianwill rnake sure to check the account balance before issuing 
checks. Our ne.v bank has pro.tided better online banking which will rnake it easierto monitor on a 
regular basis. 

2. The District agrees with the recornmendati on. There was a BI ueB ear software probl ern that would 
occasi anally cause the i rnports to be assigned to the web sales account instead of the regular checking 
account. The ASB Accounting Technician atterrpted to fix it b,I reversing out the incorrect entry and re
i rnporti ng itto the correct account. The technician thoughtthat it was fixed because the checki ng account 
was in balance, but the reversal caused problems in thewebstore clearing account. The support staff at 
B lueBear explained thatthe problem has been fixed in recent updates. The District has since performed a 
software update and the probl ern should not occur again. 

3. As noted in itern number one, a large deposit frornwebstore sales failed to clear before the end of June. 
By only looking at the cash position, it would appearthat the school had cwerspent. A rnore fair 
representation of spending would be to I ook at the total assets. At the begi nni ng of 2013-2014, total 
assets were $558,786. The money market account totaled $403,467, a result of rnany years of prudent 
savings for future needs. The school was told that the balance was too high and they were instructed to 
start spending the funds so that the students who earned the money could reap the benefits. The students 
took that as an opportunity to i rnprc:we their campus. They apprcwed the purchase of a bab,I grand piano 
for the ne.v theater, ne.v uniforms for the sports teams, specialty gyrn floors, speaker systems, a ne.v 
technology roorn, and rnany other items that would enhance their educational experience. This was all 
planned spending. Atthe end of 2015-2016, the total assets were $236,494. TheASB at Corona del Mar 
was never in any danger of becorni ng insolvent. 

4. The ASB Accounting Technician will work with theAcwisors to rnake sure they are aware of the balances 
in specific club accounts before cornrnitti ng to expenditures. 
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Ne.vport Harbor High School 

Observation 

The ASB financial statement reported an account called "Webstore Clearing Bank". The account serves as an 
intermediary hol di ng account for the AS B credit card transactions processed through the i nternet. As of 
June 30, 2016, theASB reported a deficit balance and also appears thatthe account has been improperly 
reconciled. Specifically, the account began the 2015-2016 fiscal year with a deficit balance of $5,589.34 and 
ended the year with a deficit balance of $22,623.34. 

R ecornmendati on 

The District should exarni ne the detai I ed transactions posted to this accountto deterni ne if activities posted to this 
account are reasonable. Addi ti anal ly, the District should consider pro.tiding sufficient I eve I of trai ni ng to the 
site's ASB oookkeeper so that future errors of this nature are prevented. 

District Response 

The District agrees with the recommendation. There was a BlueBear software problernthatwould occasionally 
cause the imports to be assigned to the web sales account instead of the regular checking account. TheASB 
A ccounti ng T echni ci an attempted to fix it b,I re..rersi ng out the incorrect entry and re-i rnporti ng i tto the correct 
account. The technician thought that it was fixed because the checking account was in balance, but the reversal 
caused problems in thewebstore clearing account. The support staff at B lueBear explained that the problem has 
been fixed in recent updates. The accounts have been corrected and the school no I anger sho.vs a negative 
balance. The District has si nee performed a software update and the probl ern should not occur again. 

We will re..rie.v the status of the current year comments during our next audit engagement. 
/ 

,/'·/~- :u~~t.L/ v~, ~, ", ·/ 
Rancho Cucamonga, California 
December 6, 2016 
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APPENDIX C 

GENERAL ECONOMIC DATA REGARDING THE CITY OF NEWPORT BEACH, THE CITY 
OF COSTA MESA AND THE COUNTY OF ORANGE 

THE FOLLOWING DATA HAS BEEN PROVIDED AS GENERAL BACKGROUND 
INFORMATION ONLY. NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE 
NEWPORT-MESA UNIFIED SCHOOL DISTRICT OR THE STATE OF CALIFORNIA, OR ANY 
POLITICAL SUBDIVISION THEREOF, INCLUDING THE COUNTY IS PLEDGED TO THE 
PAYMENT OF THE REFUNDING BONDS. SEE "SECURITY AND SOURCE OF PAYMENT FOR 
THE REFUNDING BONDS." 

ALTHOUGH REASONABLE EFFORTS HAVE BEEN MADE TO INCLUDE UP-TO-DATE 
INFORMATION HEREIN, MUCH OF THE INFORMATION IS NOT CURRENT. IT SHOULD NOT 
BE ASSUMED THAT THE TRENDS INDICATED BY THE FOLLOWING DATA WOULD 
CONTINUE BEYOND THE SPECIFIC PERIODS REFLECTED HEREIN. 

Populatiou 

The following table provides a historical summary of population from 2010 to 2017 in the City of 
Newport Beach ("Newport Beach"), City of Costa Mesa ("Costa Mesa"), and Orange County (the 
"County"). 

CITY OF NEWPORT BEACH - CITY OF COSTA MESA- ORANGE COUNTY 
POPULATION GROWTH COMPARISON 

City of 
Newport City of Costa Orange 

Year Beach Mesa County 

2010 85,186 109,960 3,010,232 
2011 85,378 110,253 3,035,167 
2012 85,412 111,347 3,069,454 
2013 85,137 112,299 3,102,606 
2014 85,110 112,516 3,127,083 
2015 85,026 113,874 3,152,376 
2016 85,045 114,102 3,172,152 
2017 84,915 114,044 3,194,024 

Source: California Department of Finance, Demographic Research Unit. 
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Employment 

The California Employment Development Department compiles monthly data on the status of 
employment for the County labor market ( employment figures for Newport Beach and Costa Mesa are not 
reported separately). The following table summarizes employment in the County over the past six years. 

ORANGE COUNTY METROPOLITAN STATISTICAL AREA 
Estimated Num her of Wage and Salary Workers by Industry 

ANNUAL AVERAGE 
2011 through 2016 

Industry 2011 2012 2013 2014 2015 2016 

Total Farm 3,200 2,800 2,900 2,800 2,400 2,800 
Mining and Logging 600 600 600 700 600 500 
Construction 70,300 72,900 78,400 83,100 91,700 96,900 
Manufacturing: 

Nondurable Goods 43,500 43,900 43,000 42,000 41,800 41,300 
Durable Goods 110,800 114,400 115,100 115,500 115,200 115,100 

Trade, Transportation and 
Utilities: 

Wholesale Trade 77,300 77,200 79,400 80,900 80,800 80,800 
Retail Trade 142,600 144,000 145,500 148,500 151,500 152,200 
Transportation, 

27,500 28,000 27,500 26,500 26,900 27,600 
Warehousing & Utilities 

Information 23,800 24,300 25,000 24,500 25,500 26,000 
Financial Activities 104,800 108,300 113,100 113,600 116,100 117,400 
Professional and Business 

247,700 260,600 267,300 276,600 286,600 296,200 
Services 
Educational and Health 

172,000 177,000 186,000 190,800 198,800 203,700 
Services 
Leisure & Hospitality 174,000 180,600 187,800 194,500 203,800 211,800 
Other Services 43,200 44,600 45,600 47,300 48,900 50,300 
Government 149,300 147,900 148,700 152,200 156,400 160,100 
Total CJ> 1,390,700 1,427,100 1,465,700 1,499,300 1,546,900 1,582,600 

Cl) Columns may not sum to totals due to independent rounding. 
Source: California Employment Development Department, Labor Market Information Division. 
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The following table summarizes the labor force, employment and unemployment figures over the 
period from 2011 through 2016 for Newport Beach, Costa Mesa, the County, and the State. 

LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT 
Yearly Average for Years 2011 through 2016 

(Amounts in OOO's) 

Civilian Labor Unemployment 
Year and Area Force Employment Unemployment Rate 

2011 
City of Newport Beach 43,600 40,300 3,3000 7.5% 
City of Costa Mesa 63,400 57,600 5,800 9.2 
Orange County 1,546,400 1,406,400 140,000 9.1 
California 18,415,100 16,258,100 2,157,000 11.7 

2012 
City of Newport Beach 44,100 41,200 2,900 6.5% 
City of Costa Mesa 64,000 58,900 5,100 8.0 
Orange County 1,562,100 1,439,300 122,900 7.9 
California 18,523,800 16,602,700 1,921,100 10.4 

2013 
City of Newport Beach 44,300 41,900 2,400 5.4% 
City of Costa Mesa 64,100 59,800 4,300 6.7 
Orange County 1,565,300 1,462,400 102,900 6.6 
California 18,624,300 16,958,700 1,665,600 8.9 

2014 
City of Newport Beach 44,600 42,600 2,000 4.5% 
City of Costa Mesa 64,400 60,800 3,600 5.6 
Orange County 1,572,000 1,485,700 86,200 5.5 
California 18,755,000 17,348,600 1,406,400 7.5 

2015 
City of Newport Beach 45,200 43,500 1,700 3.7% 
City of Costa Mesa 65,100 62,100 2,900 4.5 
Orange County 1,588,700 1,518,000 70,700 4.4 
California 18,893,200 17,723,300 1,169,900 6.2 

2016 
City of Newport Beach 45,600 44,100 1,500 3.3% 
City of Costa Mesa 65,600 62,900 2,700 4.1 
Orange County 1,602,400 1,538,000 64,300 4.0 
California 19,102,700 18,065,000 1,037,700 5.4 

Source: California Employment Development Department. 
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Industry 

Some of the largest employers in Newport Beach, Costa Mesa and the County are shown below: 

PRINCIPAL EMPLOYERSC'l 
IN THE CITY OF NEWPORT BEACH 

Company 

Hoag Memorial Hospital 
Pacific Life Insurance 
PIMCO Advisors 
Glidewell Dental 
Newport-Mesa Unified School District 
Jazz Semi-Conductor 
Resort at Pelican Hill 
City of Newport Beach 
Balboa Bay Club and Resort 
Fletcher Jones Motor Cars Inc. 
The Island Hotel 
Marriott-Newport Beach 

Number of 
Employees 

4,800 
1,274 
1,072 
1,043 

988 
822 
756 
730 
650 
490 
450 
290 

Cl) Figures reflect number of employees of employer at the time the information was collected. 
Source: City of Newport Beach Comprehensive Annual Financial Report for Fiscal Year Ended Jlllle 30, 2016. 

LARGEST EMPLOYERS 
CITY OF COSTA MESA 

Firm Product/Service 

EPL Intermediate Restaurants 
Experian Information Solution Information Services 
Coast Community College District 
Foundation Higher Education 
Automobile Club of Southern California Automotive/Insurance 
Orange Coast Community College Higher Education 
California State Hospital-Fairview 
Develop. Center Hospital 
Westar Capital Associates II, LLC Private Equity 
Deloitte Consulting LLP Consulting 
Dynamic Cooking Systems, Inc. Retail 
Filenet Corporation Data Management 

Source: City of Costa Mesa, Comprehensive Annual Financial Report, June 2016. 
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3,998 
3,700 

2,900 

2,516 
1,900 

1,500 

1,184 
800 
700 
600 



Firm 

Walt Disney Co. 
University of California, Irvine 
County of Orange 
St. Joseph Health System 
Kaiser Permanente 
Boeing 
Wal-Mart 
Memorial Care Health System 
Bank of America Corporation 
Target Corporation 

LARGEST EMPLOYERS 
COUNTY OF ORANGE 

Product/Service 

Entertainment 
Higher Education 

Govermnent 
Health Care 

Medical 
Aerospace 

Retail 
Hospital 
Banking 

Retail 

Employment 

27,000 
22,385 
18,190 
12,227 
7,000 
6,890 
6,000 
5,650 
5,500 
5,400 

Source: County of Orange, Comprehensive Annual Financial Report, Jlllle 2016. Based on 2015 data. 
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Personal Income 

Residents of Newport Beach and Costa Mesa have a per capita income level above the levels of the 
County, the State and the nation as a whole. The following table summarizes the total effective buying 
income for the County, the State and the nation over the period 2011 through 2016: 

Year and Area 

2011 
Orange County 
California 
United States 

2012 
Orange County 
California 
United States 

2013 
Orange County 
California 
United States 

2014 
Orange County 
California 
United States 

2015 
Orange County 
California 
United States 

2016 
Orange County 
California 
United States 

Cl) Data not available. 

PERSONAL INCOME 
For the Years 2011 through 2016 

Total Effective Buying Income 
(OOO's Omitted) 

$ 157,031,273 
1,727,433,579 

13,233,436,000 

$ 169,583,534 
1,838,567,162 

13,904,485,000 

$ 166,369,802 
1,861,956,514 

14,068,960,000 

$ 174,451,316 
1,977,923,740 

14,801,624,000 

$ 183,052,341 
2,103,669,473 

15,463,981,000 

_(1) 

$ 2,197,492,012 
16,017,781,445 

Source: U.S. Department of Commerce, Bureau of Economic Analysis. 
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Median Household Effective 
Buying Income 

$51,383 
45,820 
42,453 

$54,893 
48,312 
44,267 

$53,321 
48,471 
44,462 

$55,470 
50,988 
46,414 

$57,749 
53,741 
48,112 

_(1) 

_(1) 

_(1) 



Commercial Activity 

Retail trade comprises an important part of the Newport Beach economy. Retail centers include 
Fashion Island, a premier open-air regional shopping center, Balboa Island, Lido Marina Village and 
Cannery Village. Additional retail centers are available at South Coast Plaza, located in Costa Mesa, the 
Spectrum, located in Irvine, and Laguna Hills Mall, in Laguna Hills. 

Taxable Transactions 

The following tables show the annual volume of permits and taxable transactions within Newport 
Beach, Costa Mesa and the County from 2010 through 2015. 

CITY OF NEWPORT BEACH 
Taxable Sales 

Year 

2010 
2011 
2012 
2013 
2014 
2015 

($000's) 

Number of 
Permits 

4,030 
4,056 
3,853 
3,926 
4,031 
4,541 

Taxable 
Transactions 

$2,211,287 
2,390,352 
2,566,623 
2,695,874 
2,943,344 
3,034,392 

Source: California State Board of Equalization. 

CITY OF COSTA MESA 
Taxable Sales 

($000's) 

Number of Taxable 
Year Permits Transactions 

2010 9,761 $3,506,318 
2011 9,811 3,773,536 
2012 9,849 4,058,400 
2013 10,068 4,291,314 
2014 10,536 4,538,729 
2015 12,266 4,765,158 

Source: California State Board of Equalization. 
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COUNTY OF ORANGE 
Taxable Sales 

($000's) 

Number of Taxable 
Year Permits Trausactious 

2010 92,047 $47,667,179 
2011 92,207 51,731,139 
2012 93,183 55,230,612 
2013 94,862 57,591,217 
2014 97,943 60,097,128 
2015 110,717 61,358,087 

Source: California State Board of Equalization. 

Buildiug Permit Activity 

The following tables show building permit activity within Newport Beach, Costa Mesa and the 
County from 2012 through 2016: 

BUILDING PERMIT ACTIVITY 
City of Newport Beach 

2012 to 2016 

2012 2013 2014 2015 2016 

Valuation ($000): 

Residential $121,715 $167,022 $352,701 $187,237 $244,519 

Non-residential 190,234 130,149 197,287 113,206 77,345 

Total $311,949 $297,172 $549,988 $300,443 $321,864 

Residential Units: 

Single family 76 99 120 138 153 

Multiple family 26 63 543 42 54 

Total 102 162 663 180 207 

Source: Construction Industry Research Board. 
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BillLDING PERMIT ACTIVITY 
City of Costa Mesa 

2012 to 2016 

2012 2013 2014 2015 2016 

Valuation ($000): 

Residential $45,448 $50,840 $49,153 $55,868 $106,312 

Non-residential 95,224 45,124 59,137 52,562 81,715 

Total $140,672 $95,964 $108,291 $108,430 $188,027 

Residential Units: 

Single family 36 69 151 195 221 

Multiple family 215 127 33 6 494 

Total 251 196 184 201 715 

Source: Construction Industry Research Board. 

BUILDING PERMIT ACTIVITY 
Couuty of Orauge 

2012 to 2016 

2012 2013 2014 2015 2016 

Valuation ($000): 

Residential $1,554,904 $2,596,543 $2,633,471 $2,826,883 $3,151,640 

Non-residential 1,271,035 1,578,467 2,000,168 2,203,105 2,495,387 

Total $2,825,939 $4,175,009 $4,633,639 $5,029,988 $5,647,327 

Residential Units: 

Single family 2,438 3,889 3,646 3,667 4,226 

Multiple family 3,725 6,564 6,990 7,230 7,908 

Total 6,163 10,453 10,636 10,897 12,134 

Source: Construction Industry Research Board. 
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APPENDIX D 

PROPOSED FORM OF OPINION OF BOND COUNSEL 

Upon issuance and delivery of the Refunding Bonds, Orrick, Herrington & Sutcliffe LLP, Bond 
Counsel to the District, proposes to render its final apprOJing opinion with respect to the Refunding 
Bonds in substantially the fol I OM ng form 

[Date of Delivery] 

Newport-Mesa Unified School District 
Costa Mesa, California 

Ladies and Gentlemen: 

Newport-Mesa Unified School District 
(Orange County, California) 

General Obligation Refunding Bonds, Series 2017 
(Final Opinion) 

We have acted as bond counsel to the Newport-Mesa Unified School District (the "District"), 
which is located in the County of Orange (the "County"), in connection with the issuance b,t the District 
of $80,564,666.30 aggregate initial principal arnount of Newport-Mesa Unified School District (Orange 
County, California) General Obligation Refunding Bonds, Series 2017 (the" Refunding Bonds"), pursuant 
to a resolution of the Board of Education of the District adopted on July 5, 2017 (the "Resolution"). 
Capitalized undefi ned terrns used herei n have the meani ngs ascribed thereto in the R esol uti on. 

In such connection, we have reviewed the Resolution, the Tax Certificate of the District, dated the 
date hereof (the ''Tax Certificate"), certificates of the District, the County and others, and such other 
documents and rratters to the extent we deemed necessary to renderthe opi ni ons set forth herein. 

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and 
court decisions and cOJer certain rratters not directly addressed b,t such authorities. Such opinions rray be 
affected b,t actions taken or onitted or events occurring after the date hereof. We have not undertaken to 
deterni ne, or to i nforrn any person, whether any such actions are taken or omitted or events do occur or 
any other rratters come to our attention after the date hereof. Accordingly, this letter speaks only as of its 
date and is not intended to, and rray not, be relied upon or other\\Ase used in connection with any such 
actions, events or rratters. Our engagement with respect to the Refunding 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 
execution and delivery thereof b{, and validity against, any parties other than the District. We have 
assumed, without undertaking to verify, the accuracy of the factual rratters 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 Resolution and the Tax Certificate, 
incl udi ng, without I i ni tati on, covenants and agreements cornpl i ance with which is necessary to ensure 
that future actions, onissions or events will not cause interest on the Refunding Bonds to be included in 
gross i ncorne for federal i ncorne tax purposes. We cal I attention to the fact that the rights and obi i gati ons 
under the Refunding Bonds, the Resolution and the Tax Certificate and their enforceability rray be 
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sul::iject to bankruptcy, insolvency, receivership, 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 !irritations on legal 
remedies against school districts or counties in the State of California. We express no opinion with 
respect to any i ndernni fi cation, contri buti on, Ii qui dated damages, penalty ( i ncl udi ng any remedy deemed 
to constitute a penalty), right of set-off, arbitration, judicial reference, choice of law, choice of forum, 
choice of venue, non-€Xclusivity of remedies, waiver or severability prOJisions contained in the foregoing 
documents, nor do we express any opinion with respect to the state or quality of title to or interest in any 
of the assets descri bed in or as sul::ij ect to the Ii en of the R esol uti on, or the accuracy or sufficiency of the 
descri pti on contained therein of, or the remedies avai I able to enforce Ii ens on, any such assets. We al so 
express no opinion regarding the accreted value table or calculation set forth or referred to in any of the 
Series 2017 Bonds or the Resolution. Our services did not include financial or other non-legal advice. 
Finally, we undertake no responsibility for the accuracy, completeness or fairness of the Official 
Statement, datedJ uly 13, 2017, or cther offering material relating to the Refunding Bonds and express no 
opinion with respect thereto. 

Based on and sul::iject to the foregoing and in reliance thereon, as of the date hereof, we are of the 
follcwing opinions: 

1. The Refunding Bonds constitute valid and binding obligations of the District. 

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

3. The Board of Supervisors of the County has pcwer and is obligated to levy ad valorem 
taxes without limitation as to rate or amount upon all property within the District's boundaries sul::iject to 
taxation b,t the District (except certain personal property which is taxable at lirrited rates) for the payment 
of the Refunding B ands and the i nterest thereon. 

4. I nterest on the Refunding Bands is excl uded from gross income for federal i ncorne tax 
purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California 
personal income taxes. Interest on the Refunding Bonds is not a specific preference item for purposes of 
the federal individual or corporate alternative rri ni mum taxes, although we observe that it is included in 
aqjusted current earnings when calculating corporate alternative rrinirnum taxable income. We express 
no opinion regarding other tax consequences related to the cwnershi p or disposition of, or the amount, 
accrual or receipt of interest on, the Refunding Bonds. 

Faithful ly yours, 

ORRICK, HERRINGTON & SUTCLIFFE LLP 
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APPENDIX E 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

THIS CONTINUING DISCLOSURE CERTIFICATE (this "Disclosure Certificate") is 
executed and delivered b,t the Newport-Mesa Unified School District (the "District'') in connection with 
the issuance of $80,564,666.30aggregate initial principli arrount of Newport-Mesa Unified School District 
(Orange County, California), General Obligation Refunding Bonds, Series 2017(the" Bonds"). The Bonds 
are being issued pursuantto a resolution adopted b,t the Board of Education of the District onJ uly 5, 2017 
(the "Resolution"). The District covenants and agrees as folio.vs: 

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed 
and delivered b,t the District for the benefit of the Holders and Beneficial owners of the Bonds and in order 
to assistthe Participating Underwriter in corrplyingwith Securities and Exchange Cornnission Rule 15c2-
12(b)(5). 

Section 2. Definitions. In addition to the definitions set forth in the Resolution, which apply to 
any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the 
fol Io.vi ng capitalized terms shal I have the fol Io.vi ng meanings: 

"Annual Report" shall mean any Annual Report prOJided b,t the District pursuant to, and as 
described in, Sections 3 and 4 hereof. 

"Beneficial owner" shall mean any person which has or shares the po.ver, directly or indirectly, to 
make i nvestment deci si ans concerning o.vnershi p of any B ands ( i ncl udi ng persons hol di ng Bands through 
noni nees, depositories or other i ntermedi ari es). 

"Dissemination Agent" shall mean Applied Best Practices, LLC, or any successor Dissenination 
Agent designated in writing b,t the District and which has filed with the District a written acceptance of 
such designation. 

" Holder" shal I mean the person in whose name any B and shal I be registered. 

" L i steel Events" shal I mean any of the events I i sted in Section 5( a) or ( b) hereof. 

"MSRB" shall mean the Municipli Securities Rulemaking Board or any other entity designated or 
authorized b,t the Securities and Exchange Comnission to receive reports pursuant to the Rule. Until 
otherwise designated b,t the MSRB or the Securities and Exchange Commission, filings with the MSRB 
are to be made through the Electronic Municipal Market Access (EM MA) website of the MSRB, currently 
located at http: /Jemma.msrb.org. 

"Official Statement" shall mean the Official Statement, datedJ uly 13, 2017 (including all exhibits 
or appendices thereto), relating to the offer and sale of Bands. 

"Participating Underwriter" shall mean 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 15c2-12(b)(5) adopted b,t the Securities and Exchange Cornnission under 
the Securities Exchange Act of 1934, as the same may be amended from time to time. 
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Section 3. PrOJision of Annual Reports. (a) The District shall, or shall cause the Dissemination 
Agentto, not laterthan nine months afterthe end of the District's fiscal year (which due date shall be April 
1 of each year, so long as the fiscal year ends onJ une 30), comnenci ng with the report for the 2016-2017 
Fiscal Year (which is due not later than April 1, 2018), provide to the MSRB an Annual Report which is 
consistent with the requirements of Section 4 hereof. The Annual Report must be subnitted in electronic 
format, accorrpanied 0y such identifying information as is prescribed 0y the MSRB, and may cross
reference other information as prOJi ded in Section 4 hereof; prOJi ded, h0Ne.1er, that the audited financial 
statements of the District may be submitted separately from the balance of the Annual Report and I aterthan 
the date requi red abo.ie for the fi Ii ng of the Annual Report if they are not avai I able 0y that date. I f the 
District's fiscal year changes, it shall give notice of such change in the same manner as for a Listed Event 
under Section S(e) hereof. The Annual Report shall be submitted on a standard form in use 0y industry 
participants or other appropriate form and shall identify the Bonds 0y name and CUSI P number. 

(b) Not later than 15 business days prior to the date specified in subsection (a), the District 
shall prOJide the Annual Report to the Dissenination Agent (if other than the District). If the District is 
unable to prOJide to the MSRB an Annual Report 0y the date required in subsection (a), the District shall 
send a notice in a timely mannertothe MSRB, in substantially the form attached as Exhibit A. 

(c) The DisseninationAgent shall: 

(i) (if the DisseninationAgent is otherthanthe District), prOJide any Annual 
Report received 0y it to the MSRB as prOJided herein; and 

(ii) (if the Dissenination Agent is other than the District), file a report with 
the District certifying that the Annual Report has been prOJided to the MSRB pursuantto 
this Di sci osure Certificate, stati ng the date it was prOJi ded to the MS RB . 

Section 4. Content of Annual Reports. TheDistrict'sAnnual Reportshall containorinclude0y 
reference the fol I ONi ng: 

(a) Audited financial statements of the District for the preceding fiscal year, prepared in 
accordance with the I aws of the State of Cal i forni a and i ncl udi ng al I statements and information prescri bed 
for inclusion therein 0y the Controller of the State of California. If the District's audited financial 
statements are not available 0ythetimetheAnnual 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 sinilar 
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 follONing: 

(i) The adopted budget of the District for the then-current fi seal year. 

(ii) Assessed val ue of taxable property in the District for the then-current fi seal 
year as shONn on the most recent equalized assessment role. 

(iii) If the County of Orange (the "County") no longer includes the tax levy for 
payment of the Bonds in its Teeter Plan, the property tax le.1ies, collections, and 
delinquencies for the District for the most recently completed fiscal year. 
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(iv) Top twenty property cwners in the District for the then-current fiscal year, 
as measured b,t secured assessed valuation, the amount of their respective taxable value, 
and their percentage of total secured assessed value, if provided b,t the County. 

(c) In addition to any of the inforrration expressly required to be provided under 
subsections (a) and (b) hereof, the District shall prOJide such further inforrration, if any, as rray be 
necessary to rrake the specifically required staterrents, in light of the circumstances under which they are 
rrade, not ni sl eadi ng. 

Any or all of the items listed above rray be set forth in one or a set of docurrents or rray be included 
b,t specific reference to other docurrents, i ncl udi ng official staterrents of debt issues of the District or 
related public entities, which have been rrade available to the public on the MSRB 's website. The District 
shall clearly identify each such other docurrent so included b,t reference. 

Section 5. Reporting of Significant Events. (a) The District shall give, or cause to be given, 
notice of the occurrence of any of the follcwing events with respect to the Bonds in a tirrely rranner not 
I ater than ten busi ness days after the occurrence of the event: 

(i) 

(ii) 
difficulties; 

(iii) 
difficulties; 

(iv) 

pri nci pal and interest payrrent deli nquenci es; 

unscheduled draws on debt service reserves reflecting financial 

unscheduled cir.M's on credit enhancerrents reflecting financial 

substitution of the credit or Ii qui dity providers or their fai I ure to perform; 

(v) adJerse tax opinions or issuance b,t the Internal Revenue Service of 
proposed or final deternination oftaxability or of a Notice of Proposed Issue (IRS Forrn 
5701 TEB); 

(vi) tender offers; 

(vii) defeasances; 

(viii) rating changes; or 

(ix) bankruptcy, insolvency, receivership or sinilar event of the obligated 
person. 

For the purposes of the event identified in subparagraph (ix), the event is consideredtooccurwhen 
any of the follcwing occur: the appointrrent of a receiver, fiscal agent or similar officer for an obligated 
person in a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal 
law in which a court or governrrental authority has assurredjurisdiction OJer substantially all of the assets 
or business of the obi i gated person, or if such j uri sdi cti on has been assurred b,t I eavi ng the existing 
gOJernrrental body and officials or officers i n possession but sul::ij ect to the supervision and orders of a 
court or governrrental authority, or the entry of an order confi rni ng a pl an of reorganization, arrangerrent 
or I i qui dati on b,t a court or governrrental authority having supervision or j uri sdi cti on OJ er substantial ly al I 
of the assets or busi ness of the obi i gated person. 
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(b) The District shal I give, or cause to be given, notice of the occurrence of any of the fol I cwi ng 
events with respect to the Bonds, if rraterial, in a timely rranner not later than ten business days after the 
occurrence of the event: 

(i) unless described in paragraph S(a)(v) hereof, other rraterial notices or 
deterninations b,t the Internal Revenue Service with respect to the tax status of the Bonds 
or other rrateri al events affecti ng the tax status of the B ands; 

(ii) modifications to rights of Bond Holders; 

(iii) optional, unscheduled or contingent Bond calls; 

( iv) rel ease, substitution, or sale of property securing repc1.yment of the B ands; 

(v) non---p3.yment related defaults; 

(vi) the consurnrration of a merger, consolidation, or acquisition involving an 
obi i gated person or the sale of al I or substantial ly al I of the assets of the obi i gated person, 
other than in the ordinary course of business, the entry into a definitive agreement to 
undertake such an action or the ternination of a definitive agreement relating to any such 
actions, other than pursuant to its terms; or 

(vii) appointment of a successor or additional pc1.ying agent or the change of 
name of a pc1.yi ng agent. 

(c) The District shall give, or cause to be given, in a timely rranner, notice of a failure to 
pro.!ide the annual financial inforrration on or before the date specified in Section 4 hereof, as provided in 
Section 4( b) hereof. 

(cl) Wheneverthe District obtains kncwledge of the occurrence of a Listed Event described in 
Section S(b) hereof, the District shall deternine if such event would be rraterial under applicable federal 
securities laws. 

(e) If the District learns of the occurrence of a Listed Event described in Section S(a) hereof, 
or deternines that kncwledge of a Listed Event described in Section S(b) hereof would be rraterial under 
applicable federal securities laws, the District shall within ten business days of occurrence file a notice of 
such occurrence with the MSRB in electronic forrrat, accorrpanied b,t such identifying inforrration as is 
prescri bed b,t the MS RB . Notwithstandi ng the f oregoi ng, notice of the L i sted Event descri bed i n subsection 
(b)(iii) need not be given under this subsection any earlier than the notice (if any) of the underlying event 
is given to Holders of affected Bonds pursuanttothe Resolution. 

Section 6. Termination of Reporting Obligation. The District's obligations under this 
Disclosure Certificate shall terninate upon the legal defeasance, prior redemption or payment in full of all 
of the Bonds. If such termination occurs prior to the final rraturity of the Bonds, the District shall give 
notice of such termination in the same rranner as for a Listed Event under Section S(e) hereof. 

Section 7. Dissemination Agent. The District rnay, frorn time to time, appoint or engage a 
Dissenination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and rnay 
discharge any such DisserninationAgent, with or without appointing a successor DisseninationAgent. The 
Di sseni nation A gent shal I not be responsi bl e i n any rranner for the content of any notice or report prepc1.red 
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b,t the District pursuant to this Disclosure Certificate. The initial Dissenination Agent shall be Applied 
Best Practices, LLC. 

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

(a) if the amendment or waiver relates to the prOJisions of Section 3(a) hereof, 
Section 4 hereof, or Section S(a) or (b) hereof, 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 undertaking, as amended or taking into account such waiver, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at 
the ti me of the original issuance of the B ands, after taking i nto account any amendments or 
interpretations of the Rule, as wel I as any change in ci rcumstances; and 

(c) the proposed amendment or waiver either (i) is apprOJed b,t the Holders in the 
same manner as p-OJided in the Resolution for amendments to the Resolution with the consent of 
Holders, or (ii) does not, in the opinion of nationally recognized bond counsel, materially inµiir 
the i nterests of the Holders or B enefi ci al owners of the B ands. 

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the District 
shal I descri be such amendment i n the next Annual Report, and shal I incl ude, as appl i cable, a narrative 
explanation of the reason for the amendment or waiver and its i nµict on the type ( or in the case of a change 
of accounting principles, on the presentation) of financial information or operating data being presented b,t 
the District. I n addition, if the amendment rel ates to the accounti ng pri nci pl es to be fol I o.ved in prepari ng 
financial statements, (i) notice of such change shall be given in the same manner as for a Listed Event under 
Section S(e) 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 pri nci pl es and those prepared on the basis of the former 
accounting pri nci pl es. 

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 dissenination 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 b,t 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 bf 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. 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, incl udi ng seeki ng mandate or specific performance b,t court order, to cause the 
District to comply with its obi i gati ons underthi s Di sci osure Certificate; prOJi ded, that any such action may 
be instituted only in Superior Court of the State of California in and for the County of Orange or in U.S. 
District Court in or nearest to the County of Orange. A default under this Disclosure Certificate shall not 
be deemed an event of default under the Resolution, and the sole remedy under this Disclosure Certificate 
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in the a,ent 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 
DisseninationAgent is otherthan the District), the District agrees to indemnify and save the Dissemination 
A gent, its officers, di rectors, errpl oyees and agents, harmless against any I oss, expense and Ii abi I iti es which 
it may incur arising out of or in the exercise or performance of its pcwers and duties hereunder, including 
the costs and expenses ( i ncl udi ng attorneys fees) of defendi ng agai nst any cl ai m of I i abi Ii ty, but excl udi ng 
liabilities due to the Dissemination Agent's negligence or willful misconduct. The obiigations of the 
District underthis Section shal I survive resignation or rerroval of the Di sseni nation 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: August 10, 2017 

ACCEPTED AND AGREED TO: 

APPLIED BEST PRACTICES, LLC, as 
Dissemination Agent 

Authorized Signatory 
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EXHIBIT A 

NOTICE TO THE MUNICIPAL SECURITIES RULEMAKING BOARD 
OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: 

Name of Issue: 

Date of Issuance: 

NEWPORT -MESA UNIFI ED SCHOOL DISTRICT 

Ne.vport-Mesa Unified School District (Orange County, California), 
General Obligation Refunding Bonds, Series 2017 

August 10, 2017 

NOTICE IS HEREBY GIVEN that the District has not prOJided an Annual Report with respect to the 
above--narred Bands as requi red b,t Section 4 of the Conti nui ng Di sci osure Certificate of the District, dated 
August 10, 2017. [The District anticipc1.tes thattheAnnual Report will be filed b,t _____________ .] 

Dated: ______________ _ 
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APPENDIX F 

ORANGE COUNTY EDUCATIONAL INVESTMENT POOL DISCLOSURE 

The County Board of Supervisors (the "Board") approved the current County lnvestrrent Policy 
Staterrent (the "lnvestrrent Policy") on NOJerrber 22, 2016 (see APPENDIX G - ORANGE COUNTY 
INVESTMENT POLICY STATEMENT" or ocgOJ.corn/ocinvestments). (This reference is for 
convenience of reference only and not considered to be incorporated as i:art of this Official Staterrent.) The 
I nvestrrent Pol icy appl i es to al I funds managed b,t the County Treasurer as delegated b,t the Board i ncl udi ng 
the Orange County I nvestrrent Pool, the Orange County E ducati anal I nvestrrent Pool, the John Wayne 
Airport lnvestrrent Fund and various other small non-Pooled investrrent funds. The primary goal is to 
invest public funds in a manner which will provide the rrnxirnum security of principal invested with 
secondary emphasis on providing adequate Ii qui dity to Pool Parti ci i:ants and I astly to achieve a market rate 
of return wi thi n the pararreters of prudent risk managerrent whi I e conforming to al I applicable statutes and 
resolutions governing the investrrent of public funds. The main investing ol::ijectives, in order of priority 
are: Safety, Liquidity and Yield. 

OVersi ght of the i nvestrrents is conducted i n several ways. Fi rst, the Board establ i shed the County 
Treasury oversight Committee (the "Committee") on Decerrber 19, 1995, pursuant to California 
GOJernrrent Code Section 27130 et. seq. The Cornnittee's primary responsibilities are as folio.vs: to 
review and monitor the annual i nvestrrent pol icy; cause an annual au ditto be conducted to deterni ne if the 
County Treasurer is in compliance with California Governrrent Code Sections 27130 to 27137, and to 
investigate any and all irregularities in the treasury operation that are reported. The County Treasurer 
noninates the public rrerrbers and the Board confirms the rrembers of the Committee, which is comprised 
of the County Executive Officer, the County Auditor-Controller, the County Superintendent of Schools, 
and four public rrerrbers. Next, the Auditor-Controller's Internal Audit Division audits the portfolio on a 
quarterly and annual basis pursuant to California Governrrent Code Sections 26920 and 26922. Finally, 
an annual compliance audit is also conducted as required b,t California GOJernrrent Code Sections 27134. 
All investrrent audit reports and the monthly Treasurer's lnvestrrent Report are available on-line at 
ocgOJ.corn/ocinvestments. (This reference is for convenience of reference only and not considered to be 
incorporated as i:art of this Official Staterrent.) 

The District's funds held b,t the County Treasurer are invested in the Orange County Educational 
lnvestrrent Pool (the "Pool") which pools all of the District's funds. As of May 31, 2017, the balance in 
the District's funds was $171,443,529.12 or 3.6936 of the Pool. The pool is invested 93% in securities rated 
in the two highest rating categories. As of May 31, 2017, the Pool has a weighted average maturity of 341 
days and the year-to-date net yield is 0.8036. 

The follo.ving represents the composition of the Pool as of May 31, 2017: 

Market Value 

Type of I nvestrrent (In thousands) % of Pool 

U.S. Governrrent Agencies $ 2,835,679 6 l.23"/o 
U.S. Treasuries 918,314 19.83"/o 
Local Agency I nvestrrent Fund 358,213 7.73"/o 
Medium-Term Notes 201,981 4.36Yo 
Money Market Funds 197,823 4.27'/o 
Municipal Debt 101,504 2.19'/o 
Certificates of Deposit 18,215 0.39'/o 

Total $ 4,631,729 100.00'/o 
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Neitherthe District nor the Underwriters has rrade an independent investigation of the investments 
in the Pools and has rrade no assessment of the current County Investment Policy. The value of the various 
investments in the Pools will fluctuate on a daily basis as a result of a multitude of factors, including 
generally pra,ai Ii ng interest rates and other econoni c conditions. Addi ti anally, the County Treasurer, after 
a ra,iew b,t the Committee and apprOJal b,t the Board rray change the County Investment Policy at any 
time. Therefore, there can be no assurance that the values of the various investments in the Pools will not 
vary significantly from the values described therein. 
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PURPOSE 

ORANGE COUNTY TREASURER 
INVESTMENT POLICY STATEMENT 

This policy is intended to pravide the structure for the prudent investment of the cash balances 
entrusted to the Orange County Treasurer (the "Treasurer") and outline the policies to assist in 
maxi mi zing the efficiency of the Treasurer's cash management system while meeting the daily cash 
fl avv demands of the County, the School Districts, Community Col I eges, voluntary participants and 
other County,elated agency funds. The Treasurer's Investment Policy Statement is approved 
annually O\f the County Board of Supervisors as required O\f California Gavernment Code Section 
53646 (a) (1) and reviewed annually O\f the Treasury Oversight Committee, pursuant to the 
requirements of California Gavernment Code Section 27133. (All references are to the California 
G cwernment Code uni ess ctherwi se stated.) 

I. POLICY STATEMENT 

The investment practices and policies of the Treasurer are based on compliance with State law 
and prudent money management. The primary goal is to invest public funds in a manner that 
will prcwide the maximum security of principal invested with secondary emphasis on praviding 
adequate liquidity to pool participants and lastly to achieve a market rate of return within the 
parameters of prudent risk management whi I e conforming to al I applicable statutes and 
resolutions gcwerni ng the investment of public funds. 

The Orange County Investment Fund (the "OCIF"), which includes all cash balances entrusted 
to the Treasurer as noted abcwe, is designed to meet bcth the investment and cash requirements 
of our participants. If separate funds are established, the Treasurer shal I determine on a cash 
fl avv basis what percent of avai I able cash wi 11 be invested in each fund. 

II. SCOPE 

The scope of this Investment Policy Statement applies to al I financial assets as indicated in 11. 1 
belavv. 

1. FUNDS 
The Treasurer is responsible for investing the unexpended cash of the OC I F, defined as al I 
monies under the investment authority of the Treasurer, including funds, and subsets of 
funds, for the Orange County Department of Education: and excluding the County 
employee's pension and medical trust funds which are invested separately by Orange 
County Employees Retirement System (OCERS), and those funds that are invested 
separately O\f the County Treasurer under bond indenture agreements. The County Funds are 
accounted for in the County's CAFR and include: 

• G cwernmental Funds, including the General Fund 
• Enterprise Funds 
• Fi duci ary F unds 
• Any other funds or new funds created O\f the County, unless specifically exempted 
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a) Pooled Funds: 
It is the Treasurer's policy to pool certain funds for investment purposes to provide 
effi ci enci es and ecmomi es of seal e. I nvesti ng through pooled funds wi 11 pravi de for greater 
use of funds by allcwing for more efficient cash flcws, a reduction in transactim costs, and 
imprCNed access to the market. In additim to allcwing for me pool for all participants, 
OCI F may also be split into different pools to meetthe specific needs of participants such as 
short-term pools and lmger-term pools. Each pool estal:lished will be reviewed separately 
for purposes of determining compliance with the Investment Policy Statement. These pools 
are based on the investment requirements detailed in Gavernment Code Sections 53600 et 
seq. and 53630 et seq. 

i. If a I anger-term pool such as an extended fund is established by the 
Treasurer, it will be utilized for investment requirements generally longer 
than one year. It will be invested primarily in high grade securities. 

i i . I f a short -term pool i s establ i shed, it can be establ i shed as a si ngl e pool or as 
separate pools depending m the needs of the pool participants. These pools 
will be utilized for shorter-term investment requirements and prCNiding 
liquidity for immediate cash needs. They will be invested primarily in cash
equivalent securities to fulfi II the primary goals of safety and liquidity. 

b) Specific Investment Accounts: 
From time to time, the Treasurer may be authorized by a participant's governing board to 
invest cther specific investments or to manage bond proceeds issued by the County, a local 
school district, vduntary participant, or other local agency. This may include deposits that 
are set aside for future needs of a long-term nature and may be appropriately invested in 
lmger-term securities as allcwed by GCNernment Code. Participating agencies will sign a 
written agreement ackncwledging that there may be risk to principal should they desire to 
redeem funds early, thereby forcing an early sale of securities rather than hdding 
investments to maturity. 

No investment will be made in any security with a remaining maturity in excess of five 
years at the time of purchase, unless the Board of Supervisors has granted express authority 
to make such an investment specifically or as part of an investment program, which may 
include investing through pooled funds. Board of Supervisor's approval must occur at least 
three months prior to the investment or investment programs being effective. Strategies for 
such deposits may include matching maturities with long-term liabilities. 

Ill. PRUDENCE 

Government Code Sections 27000.3 and Section 53600.3 provides that the "prudent investor" 
standard is to be used by the Treasurer as a fiduciary of public funds. This standard pravides 
that when investing, reinvesting, purchasing, acquiring, exchanging, sel Ii ng, or managing public 
funds, the Treasurer shall act with care, skill, prudence, and diligence under the circumstances 
then prevailing, specifically including, but not limited to, the general economic conditims and 
the anticipated needs of the County and other depositors that a prudent person acting in a Ii ke 
capacity and familiarity with those matters would use in the cmduct of funds of a like character 
and with Ii ke aims, to safeguard the principal and maintain the Ii qui di ty needs of the County and 
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the other depositors. Within the Ii mi tati on of this section and considering individual investments 
as part of an averall investment strategy, investments may be acquired as authorized by law. 

The Treasurer and those delegated staff shall act in accordance with written procedures and the 
Investment Policy Statement, exercise due diligence, report in a timely fashion and implement 
appropriate controls to rri ti gate adverse developments. 

IV.DELEGATION OF AUTHORITY 

Annually, the County Board of Supervisors delegates to the Treasurerthe authority to invest and 
reinvest the funds of the County and other depositors as specified in Gavernment Code Sections 
27CXX).1, 53607 and 53608. Such delegation is conditioned upon the Treasurer submitting any 
and all investment policies and annendments thereto to the Board for revievv and appraval. The 
Treasurer may further delegate investment authority to such persons within the Treasurer's 
Department as deemed appropriate. 

V. OBJECTIVES 

Criteria for selecting investments and the absolute order of priority are: 

1. SAFETY 
Safety of principal is the foremost objective of the investment program. Investments shal I be 
undertaken in a manner that seeks to ensure the preservation of capital in the cweral I 
portfolio. 

The Treasurer shall seek to preserve principal and minimize capital losses by mitigating 
credit risk and market risk as follcws: 

a) Credit Risk: Defined as an issuer's ability and willingness to repay interest and 
principal. Credit risk shall be mitigated by diversifying the fund among issues and 
issuers so that the fai I ure of any one issue or issuer would nct result in a significant I oss 
of i nconne or pri nci pal to parti ci pants. 

b) Market Risk: Defined as the risk of market value fluctuations due to changes in the 
general level of interest rates. Because longer-term securities generally have greater 
market risk than shorter-term securities, market risk will be mitigated by establishing a 
maximum weighted average maturity or duration for the portfdio. Occasional market 
losses on individual securities are inevitable with active portfdio management and must 
be considered within the context of the averall investment return. 

2. LIQUIDITY 
Liquidity refers to the recurring maturity of a portion of the investment portfolio, as wel I as 
the ability to sell an investment at any given moment with a minimal chance of principal 
loss. A portion of OCIF, which may be in a separate pool, will maintain liquidity for the 
purpose of meeting al I operating requirements and reasonably anticipated cash flew needs. 
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3. YIELD 
Yield refers to the objective of attaining a market rate of return commensurate with the risk 
p-ofi I e and cash fl avv characteri sti cs of the patfol i o throughout budgetary and economi c 
cycles. Although the Treasurer may employ certain indices to gauge the funds' rate of 
return, such indices shal I be used solely for comparative purposes and do not constitute a 
warranty or guarantee of actual fund performance. 

4. MARK-TO-MARKET 
Investment pools, as described in Section 11, 1 (a) of this Investment Pd icy Statement, are 
marked to market. To the extent reasonably possible and consistent with the Treasurer's 
trust and fiduciary duty, any funds in a short-terrn [XJOI will attempt to stablize at a $1.00 
net asset value (NAV). If the ratio of the market value of the short-terrn [XJOI divided O\f the 
book value of the short-terrn pool is less than $.995 or greaterthan $1.005, holdings rnay be 
sold as necessary to rnai ntai n the ratio between $. 995 and $1. 005. 

The Treasurer will act on a "best efforts" basis to stabilize any short-terrn [XX)ls within the 
$.995 to $1.005 range. Havvever, the $1.00 NAV is not guaranteed or insured O\f the 
Treasurer for any pool, including any longer-term [XJOI, nor are the [XX)ls registered with the 
Securities Exchange Cornrnission (SEC). 

VI .AUTHORIZED INVESTMENTS 

The County is authorized O\f Gavernment Code Section 53600 et seq. to invest in specific types 
of securities. Investments not specifically listed belavv are p-ohibited. Consistent with the 
requirements of I aw and this Investment Pd icy Statement, the Treasurer rnay fl ace orders for 
the execution of transactions with or through such broker/dealers, banks or counterparties as 
rnay be selected frorn time to time at his/her discretion. All securities rnust be U.S. ddlar 
denominated. To the extent consistent with the objectives stated abave, the investment 
restrictions outlined belavv, and the investment limitations specified in Sections VII and VIII, 
the [XJOI s rnay invest in the fol I avvi ng areas. 

1. U.S. TREASURY SECURITIES 
United States Treasury bills, nctes, bonds, or certificates of indebtedness, for which the full 
faith and credit of the United States are fl edged for the payment of principal and interest. 
There is no Ii rnit on the percentage of a pool that can be invested in this category. 

2. U.S.GOVERNMENT AGENCY SECURITIES 
Obligations, participations, or other instruments of, or issued 0\/, a federal agency or a 
United States gcwernment-sponsored enterprise (GSE). There is no lirnit on the percentage 
of a pool that can be invested in this category, but each issuer is limited to 50'/o of any 
individual pool's total assets except that GSE issuers rated AA- or higher with final 
rnaturities of 30 days or less are excluded frorn the calculation of the 33% lirnit. 

3. COMMERCIAL PAPER 
Eligible commercial pa.per shall be of "prime" quality of the highest ranking or of the 
highest letter and number rating as p-avided O\f a Nationally Recognized Statistical Rating 
Organization (NRSRO), shall nct exceed 270 days maturity, and shall nct exceed 40'/o of a 
[XJOI. The entity that issues the commercial pa.per shall meet all of the follcwing conditions 
in either paragraph (a) or paragraph (b): 
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a) Has total assets in excess of five hundred million dollars ($500,CXX),CXX)), is organized 
and operating within the United 5 tates as a general corporation, and has debt other than 
commercial paper, if any, that is rated "A" or higher by a NRSRO. 

b) Is organized in the United States as a special purpose corporation, trust, or limited 
liability company, has program-wide credit enhancements including, but not lirrited to 
cwercollateralization, letters of credit or a surety bond, has commercial paper that is rated 
A-1 or higher, orthe equivalent, O,' a NRSRO. 

S pl it rati ngs (i.e. A 2 f 1 ) are nct al I avved, and two N RS RO rati ngs are requi red. No more 
than 5% of the tctal assets of any individual pool may be invested in any one issuer's 
commercial paper. 

4. NEGOTIABLE CERTIFICATES OF DEPOSIT 
Negotial:le certificates of deposit issued O,' a nationally or state-chartered bank, savings 
association, or, federal association (as defined O,' Section 5102 of the California Financial 
Code) a state-Ii censed branch of a foreign bank. I ssui ng banks must be rated O,' at I east two 
NRSROs, have a short-term rating of nct less than A 1 /Pl and a long-term rating of nct less 
than an "A" from a NRSRO, if any. No more than 30% of any individual pool's total assets 
may be invested in negctial:le certificates of deposit and maximum remaining maturity 
cannot exceed three years. 

5. REPURCHASE AGREEMENTS 
Investments in repurchase agreements for the purpose of this I nvestment Policy Statement 
means a purchase of securities O,' the Treasurer pursuant to an agreement b,' which the seller 
will repurchase the securities on or before a specified date and for a specified amount and 
wi 11 del iverthe underlying securities to the Treasurer O,' book entry, physical delivery, or O,' 
third party custodial agreement. The term of a repurchase agreement shal I not exceed one 
year. The term "securities," for the purpose of repurchase agreements, means securities of 
the same issuer, description, issue date, and maturity. 

To participate in repurchase agreements, a master repurchase agreement must be completed 
and signed O,' al I parties involved. The Treasurer wi 11 maintain a signed copy of the 
agreement. Repurchase agreements are required to be cd lateralized O,' securities or cash. 

a) Cdlateralization: 
In order to anticipate market changes and pravi de a I evel of security for al I repurchase 
agreement transactions, the market value of securities that underlie a repurchase 
agreement shal I be valued at 102"/o or greater of the funds borrcwed against those 
securities and the value shall be adjusted no less frequently than weekly. Since the 
market value of the underlying securities is suqject to daily market fluctuations, the 
investments in repurchase agreements shal I be in compliance if the value of the 
underlying securities is brought back up to 102"/o no laterthan the next business day. 

Collateral will be limited to cash, and U.S. Treasury and U.S. Gavernment Agency 
securities. For compliance purposes, U.S. Treasury andpr U.S. Gavernment Agency 
collateral are exempt from the issuer Ii mits as stated in Section VI 11.2. Collateral will be 
held b,' an independent third party with whom the Treasurer has a current custodial 
agreement. A clearly marked evidence of avvnership (safekeeping/custody receip:) must 
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be supplied to the Treasurer and retained. No collateral substitutions may be made 
without prior appraval of the Treasurer. 

Investments in repurchase agreements are limited to no more than 20'/o of any individual 
pool's total assets. Agreements are subject to Gavernment Code Section 53601 and must 
campy with the delivery requirements and the maturity pravi si on from Section 53601. 

6. BANKERS' ACCEPTANCES 
Bankers' acceptances, also known as time drafts (bills of exchange), are drawn on and 
accepted by a commercial bank. Purchases of bankers' acceptances shall not exceed 180 
days maturity. Issuing banks must be rated O\f at least two of the NRSROs and have a short
term rating of at least A 1 f 1 and a long-term rating of not less than "A" from a NRSRO, if 
any. Bankers' acceptances are limited to no more than 40% of any individual pool's total 
assets. 

7. MONEY MARKET MUTUAL FUNDS 
Shares of beneficial interest issued O\f diversified management companies that are money 
market mutual funds registered with the Securities and Exchange Commission under the 
Investment Company Act of 1940 (15 U.S.C. Sec. SOa-1 et seq.), which only invest in direct 
obligations in U.S. Treasury alls, nctes, and bonds, U.S. Gavernment Agencies, Municipal 
Debt, and repurchase agreements with a weighted average maturity of 60 days or less. 
Money Market Mutual Funds that do nct maintain a constant Net Asset Value (NAV) are 
prohi b ted. Money market mutual funds are not required to conform to the restrictions 
detailed in this Investment Policy Statement, but are limited to no more than 20'/o of any 
individual pool's total assets. The Treasurer shall be required to investigate money market 
mutual funds prior to investing and perform a periodic revievv, but at least annually 
thereafter while the funds are invested in the money market mutual fund. At a minimum, 
apprCNed money market mutual funds shal I have met either of the follavving criteria: 

a) Attained the highest ranking or the highest I etter and numerical rating prCNi ded O\f no I ess 
than two NRSROs. 

b) Retained an investment advisor registered or exem[X from registration with the Securities 
and Exchange Commission with nct less than five years experience managing money 
market mutual funds with assets under management in excess of $500,000,000. 

8. STATE POOL - LOCAL AGENCY INVESTMENT FUND 
The Treasurer may invest in the Local Agency Investment Fund (LAIF) established O\f the 
State Treasurer under GCNernment Code Section 16429.1. LAIF has no final stated maturity 
and will be reported as a one-day maturity. Investments in LAIF shall not exceed $50 million 
per pool. 

9. MUNICIPAL DEBT 
Such instruments are defined as being issued O\f a I ocal or state agency, including: 

a) Bonds payable solely out of the revenues from a revenue-producing property avvned, 
control I ed, or operated O\f the I ocal agency or O\f a department, board, agency or 
authority of the I ocal agency. 
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b) Registered state warrants IT treasury notes or bonds, including bonds payable solely out 
of the revenues from a revenue---p-oduci ng property cwned, control I ed, or operated by the 
state or by a department, board, agency, IT authority of a state. 

c) Bonds, nctes, warrants, or cther evidences of indebtedness of any local agency within a 
state, including bonds payable solely out of the revenues from a revenue---p-oduci ng 
property cwned, controlled, IT operated by the local agency, or by a department, board, 
agency, or authITi ty of the I ocal agency. 

Issuing municipalities must have a short-term rating of not less than A 1 fl and a long-term 
rating of not less than an "A" from the NRSROs, and two NRSRO ratings of "A" or better 
are required unless they have a single NRSRO rating of AA-/AA3 or better. Municipal debt 
issued by the County of Orange, California is exempt from this credit rating requirement. 

10. MEDIUM-TERM NOTES 
Medium-term notes are defined as all corporate and depository institution debt securities 
with a maxi mum remaining maturity of nct more than 397 days for any short-term pools and 
three years for any cther pools such as a I anger-term pool. Medi um-term notes must be 
issued by corporations organized and operating within the United States or by depository 
institutions licensed by the United States or any state and operating within the United States. 
Nctes eligible fIT investment shall be rated not less than "A" or its equivalent from at least 
two NRSROs and if remaining maturity is longer than 397 days, it shall be rated by at least 
two NRSROs and have obtained no less than an "AA" rating by both. Investments in 
medium-term nctes are Ii mited to no more than 3CP/o of any individual pool's total assets. 

11. INVESTMENT POOLS 
Shares of beneficial interest issued by a jdnt pavvers authITity organized pursuant to 
G cwernment Code Section 6509. 7 that invests in the securities and obi i gati ons as authITi zed 
under 53601 (a) to (o), inclusive, and that comply with the investment restrictions of 
Gcwernment Code Sections 53600through 53610 and Section 53630. The Treasurer shall be 
required to investigate al I I ocal government investment pools prior to investing and perfITm 
a quarterly review thereafter while the funds are invested in the pool. The analysis shall 
include, but is not limited to, the fdlcwing characteristics of a pool;fund as part of its 
investigation and quarterly review: 

• Eligible securities 
• Maximum maturity 
• RE PO col I ateral taunter-party 
• Size of the pool ;fund 
• Limits on withdrctvVal ft:leposit 
• Expense ratio 

Investments in this investment type are limited to no mcre than 2CP/o of any individual pool's 
tctal assets. No mcre than 1 CP/o of an individual pool shal I be invested in a single investment 
pool. 
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12. SUPRANATIONAL SECURITIES 
Supranational securities are defined as United States ddlar denominated senior unsecured 
unsubordinated obligations issued or unconditionally guaranteed by the International Bank 
for Reconstruction and, Development, I nternati anal Finance Corporation, or Inter-American 
Development Bank, with a maximum remaining maturity five years or less, and eligible for 
purchase and sale within the United States. Supranational securities eligible for investment 
shall be rated "AA" or better from at least two N RSROs. Investments in supranationals shal I 
not exceed 30 percent of any individual pool's total assets. 

VII. INVESTMENT RESTRICTIONS 

1. CREDIT RATINGS 
Credit ratings will be applied at the time of purchase of a security. A subsequent davvngrade 
in a security's credit rating will not constitute a violation of the Investment Policy 
Statement. Securities which are davvngraded belavv the minimum accep:able rating levels 
must be reviewed for possille sale within a reasonable amount of time. Municipal debt 
issued by the County of Orange, California is exemp: from the credit rating requirements 
listed belavv. U.S. GOJernment obligations (as defined in Section VI (1) and VI (2)) are 
exemp: from the credit rating requirements listed belcw. The credit ratings referred to in this 
policy must be assigned by one of the fdlavving Nationally Recognized Statistical Rating 
Organizations (NRSRO): Standard & Poor's Corporation "S&P," Moody's Investors 
Service, Inc. "Moody's", and Fitch Ratings "Fitch." 

a) Short-term delX ratings- (two of the fd lavving and not less than the follavving) 
"A-1" or "SP-1" Standard & Poor's Corporation (S&P) 
"P-1" or "MIG 1/VMIG l" Moody's Investors Service, Inc. (Moody's) 
"Fl" Fitch Ratings (Fitch) 
Split ratings are nct allavved, i.e. A-1 f-1 /f2 or similar. An issuer of short-term delX 
must have no less than an "A" rating on long-term delX, if any. 

Long-term debt ratings- Investments purchased for short-term pools or with remaining 
maturities of 397 days or less-shall be rated by at least two NRSROs and have obtained 
no less than an "A" rating by any. Investments purchased for pools with remaining 
maturities longer than 397 days, shall be rated by at least two NRSROs and have 
obtained no less than an "AA" rating by any. If an issuer of long-term debt has a short
term rating, then it may not be less than A-lpP-1 or P-lJMIGl or Fl and should be 
rated by two NRSROs. 

b) Repurchase Agreement counterparties shall have a minimum short-term rating, or 
counterparty rating, of no less than A-1 or equivalent by two NRSROs and have capital 
of not less than $500 million. 

c) Any issuer that has been placed on "Credit Watch-Negative" by a NRSRO will be 
paced on hold and current holdings reviewed for possible sale within a reasonable 
period of time unless the fdlavving criteria are met and are also appraved in writing by 
the Treasurer prior to purchase: 
The issuer has: 
(a) an A-1 +or F 1 +short-term rating; or 
(b) at I east an AA or Aa2 I ong-term rating. 
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d) If any issuer is placed on "Credit Watch-Negative" by a NRSRO, all related entities, 
including parent and subsidiaries, will also be paced m hdd and subject to the ai::xNe 
requi rerrents. 

VI 11. DIVER SI Fl CATION AND MATURITY RESTRICTIONS 

It is the policy of the T reasurerto diversify the pod ed funds. I nvestrrents are diversified 
to nininize the risk of loss resulting in averconcentration of assets in a specific maturity, 
specific issuer, or a specific class of securities. Diversification strategies shall be 
established lJy the Treasurer and periodically reviewed. 

l.AUTHORIZED INVESTMENTS AND ISSUER CONCENTRATION 
Only debt issued by firms listed on the Office of the Treasurer's Approved Issuer List 
rrn.y be purchased. The follavving diversification Ii mits wil I also be applied atthe ti rre of 
purchase of a security. 

Type of Cal Gov Code% Orange County Cal Gov Code Orange County Orange County 
Investment of Funds IPS Maximum Final IPS Maximum IPS Maximum 

Permitted Maturity Final Maturity Final Maturity 
(All Pooled (Short-Term 
Funds Except Fund) 
Short-Term 
Funds) 

U.S. Treasury 100% 100% 5 Years 5 Years 397 Days 
Securities 
U.S. Government 100% 100% Total, no 5 Years 5 Years 397 Days 
Agency Securities more than 50% 
(GS Es) 1n one issuer 

excluding 
securities with 
final maturities 
of30 days or 
less 

Municipal Debt 100% 30% Total, no 5 Years 5 Years 397 Days 
more than 5% in 
one issuer 
except 10% -
County of 
Orange 

Medium-Term 30% 30% Total, no 5 Years 3 Years 397 Days 
Notes more than 5% in 

one issuer 
Bankers 40%. 30% ala 40% Total, no 180 Days 180 Days 180 Days 
Acceptances single issuer more than 5% in 

one issuer 
Commercial 40%. 10% ala 40% Total, no 270 Days 270 Days 270 Days 
Paper 

single issuer 
more than 5% in 
one issuer 

Negotiable 30% 30% Total, no 5 Years 3 Years 397 Days 
Certificates of more than 5% in 
Deposits one issuer 
State of California $ 50 million per $50 million per N/A N/A N/A 
Local Agency account pool 
Investment Fund 
Repurchase 100% 20% Total, no l Year l Year l Year 
Agreements more than l 0% 

1n one issuer 
Money Market 20% 20% Total N/A N/A N/A 
Mutual Funds 
Investment Pools 100% 20% Total, no N/A N/A N/A 

more than l 0% 
in one pool 

S upranationals 30% 30% Total, no 5 Years 5 Years 397 Days 
more than 5% in 
one issuer 
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2. MATURITY 
a) The weighted average maturity (WAM) of any short-term pool, m a dollar

wei ghted basis, shal I not exceed 60 days. 

b) The maximum maturity of any investment purchased will be five years with the 
excep:im of investments and investment pools authorized by the Board of 
Supervisors to be invested in longerthan five year maturities. 

If short -term and I mg-term pools are used, the fd I avvi ng restri cti ms wi 11 apply: 

Short-term pool 
L mg-term pod 

13 months (397) 
5 years 

c) For purposes of calculating a final maturity date, the earlier of either the final 
maturity date, pre-refunded date, or mandatory put to tender op:i m date that wi 11 
be used. 

d) For purposes of calculating the weighted average maturity of the portfdio, the 
maturity of a variable-rate security will be considered its next interest rate reset 
date, if there i s a reasmabl e expectation that the security wi 11 mai ntai n an 
approximate value of par upon each adjustment of the security's interest rate at any 
time until final maturity. 

3. DURATION 
a) All pools, excep: short-term pools, shall have an effective duration not to exceed a 

I eadi ng 1-3 year i ndex +2 5°/o . 

IX.PROHIBITED TRANSACTIONS 

At the time of purchase, all permitted investments shall conform in all respects with this 
Investment Pd icy Statement and with applicable prcwisims of the Gavernment Code, as 
may be amended from time to time. No investment prohibted by Gavernment Code shall be 
permitted herei n. 

Any investment transactims, credit risk criterion, percentage limitations, or market 
valuation that are not in compiance with this Investment Policy Statement and cannct be 
corrected without penalty at ti me of purchase must be documented and appraved by the 
Treasurer in writing as som as possible. Thereafter, action shal I be taken by the Treasurerto 
correct such matter as soon as practical . I f a percentage restriction i s adhered to at the ti me 
of purchase, a I ater increase or decrease in percentage resulting from a change in values or 
assets will not constitute a vidation of that restriction. 

1. The follcwi ng transactions are prohibited: 
a) Borrowing for investment purposes ("Leverage"). 

b) Reverse Repurchase Agreements, as defined by Gavernment Code Section 53601U) 
(3) and U) ( 4) or ctherwi se. 

c) Structured Notes ( e.g. inverse floaters, I everaged floaters, structured certificates of 
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deposit, equity-linked securities, event-linked securities). This includes all floating-
rate, adjustable-rate IT variable-rate securities in which a change in interest rates or 
other variables that can reasonably be foreseen to occur during their term would result 
in their market value nct returning to par at the ti me of each interest rate adjustment. 

Simple "floating rate notes," whose periodic coupon adjustment is based on a short
term (one-year or less) rate index (such as Treasury bills, federal funds, prime rate, IT 
LIBOR) and which have a reasonable expectation of maintaining a value of par at 
each interest rate adjustment through final maturity, are exem[X from this definition. 
Additionally, U.S. Treasury and Agency zero coupon bonds, U.S. Treasury and 
Agency strips, Resolution Funding CITporation (REF CORP) strips, or other callable 
securities which otherwise meet the quality, maturity, and percent Ii mitations assigned 
to their respective security category, are exempt from this section. 

d) Structured Investment Vehicles (SIV). 

e) Derivatives ( e.g. options, futures, swaps, swap options, spreads, straddles, caps, fl ocrs, 
collars). 

f) Money Market Mutual Funds that do not maintain a constant Net Asset Value (NAV). 

X. ETHICSANDCONFLICTOF INTEREST 

The Treasurer and all persons invdved in the investment process shall refrain from personal 
business activity, which could create a conflict with proper execution of the investment 
program, or which could impair the ability to execute impartial investment decisions. The 
Treasurer and al I treasury and investment personnel shal I di sci ose to the Treasury Oversight 
Committee any material financial interests in financial institutions, broker dealers, and 
vendors ("outside entities") that conduct business with the County of Orange and shall 
disclose any material financial investment positions in such outside entities. 

1. STATEMENT OF ECONOMIC INTEREST FORM 700 
The Treasurer, Auditor-Controller, members of the Treasury Oversight Committee, and 
all designated empoyees must annually file a FITm 700 (Statement of Economic 
Interests) in accordance with the County's Conflict-of-Interest Code. 

2. COUNTY'SGIFTBANORDINANCE-SEC.1-3-22THE CODIFIED 
ORDINANCES,ORANGE COUNTY,CALIF. 
The County's Gift Ban Ordinance prohibits the receipt of specified gifts to the Treasurer, 
Auditor-Controller, and "designated employees" from business entities and individuals 
that "do business with the County" as that termed in defined in the Ordinance. Under the 
Ordinance, the term "designated employee" includes every employee of the County who 
is designated in the County's Conflict-of-Interest Code to file a Form 700 and every 
member of a board or commission under the jurisdiction of the Board of Supervisors 
required to file such a form. For purposes of the Treasurer's Office, "designated 
employees" include: the Chief Assistant Treasurer-Tax Cd I ectIT, the Assistant Treasurer
Tax Collectors, all investment staff, all financialit:redit analysts, all cash managers, and 
all accounting and compliance staff. The Treasurer will review this list of "designated 
employees" periodically and submit any proposed changes to the Board of Supervisors 
for appraval. 
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XI. AUTHOR I ZED BROKER DEALERS AND Fl NANCI AL INSTITUTIONS 

The Treasurer will maintain a list of lxoker/dealers and financial institutions authorized to 
pravide investment and/or depositay services and products. Any permitted investment, not 
purchased directly from an approved issuer, shall be purchased either from a "primary" or 
regional securities lxokerft:lealer qualifying under SEC Rule 15c3-l(uniform net capital rule) 
and licensed by the state as a lxokerft:lealer as defined in Section 25004 of the Corporations 
Code or a "well capitalized" national bank or Federal savings association as defined in Title 
12 of the Code of Federal Regulations (CFR) Part 6.4 or a savings association or Federal 
association as defined by Section 5102 of the California Financial Code. Braker ft:lealers must 
campy with the political contribution limitations contained in Rule G-37 of the Municipal 
Securities Rulemaking Board. Section 27133(c) of the Gavernment Code prohibits the 
selection of any broker, lxokerage, dealer, or securities firm that has made a contribution to 
the Treasurer, any member of the Board of Supervisors, or any candidate for those offices, 
within any consecutive 48 month period. A detai I ed questionnaire is required to be completed 
by lxokerft:lealers and financial institutions seeking to prcwide investment services. The 
Treasurer shall conduct an annual review of each broker/dealer's and financial institution's 
financial condition and registrations to determine whether it should remain on the appraved 
list for investment andpr depository services and require annual audited financial statements 
to be on fi I e for each firm. The Treasurer shal I, at I east every two years, review al I new 
brokerft:lealers and financial institutions submitting a questionnaire to determine if they 
should be added to the appraved list. The Treasurer shall annually send a copy of the current 
Investment Policy Statement to all broker/dealers and financial institutions appraved to 
pravide investment services to the County, and they shall notify the Treasurer in writing of 
recei fl: and that they have read it. 

XII. PERFORMANCE EVALUATION 

The Treasurer shall submit monthly, quarterly, and annual reports (in compliance with 
Gavernment Code Sections 53607, 53646, and 27134) to the Treasury Oversight Committee, 
the pool participants, the County Executive Officer, the Director of Auditor--Contrdler 
Internal Audit, the Auditor--Contrdler, and the Board of Supervisors. These reports shall 
contain sufficient information to permit an informed outside reader to evaluate the 
performance of the investment program and shall be in compiance with Gavernment Code. 
In accordance with GASB Statements 31 and 40, the Treasurer shall prcwide financial 
information on investments for the County's Comprehensive Annual Financial Report. 

XIII. SAFEKEEPING 

All security transactions, including cdlateral for repurchase agreements, entered into by the 
Treasurer shall be conducted on a delivery-versus-payment (DVP) basis. All investments 
shall have the County of Orange and either the OCIF or the specific pod name as its 
registered cwner except for municipal delX issued by the County of Orange and privately 
placed with the County Treasurer in which case the investments shall have the Orange 
County Treasurer on behalf of the OCI F as its registered cwner. 

All securities shall be held by a third party custodian designated by the Treasurer (this does 
not apply to money market funds or investment pools). The third party custodian shall be 
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required to issue a safekeeping statement to the Treasurer Ii sting the specific instrument, rate, 
maturity, and other pertinent information. 

XIV. MAINTAINING THE PUBLIC TRUST 

A 11 participants in the investment process shal I act as custodians of the public trust. The 
averal I program shal I be designed and managed with a degree of professi anal ism that is 
worthy of the public trust. 

XV. INTERNAL CONTROLS 

The Treasurer shall establish a system of written internal contrds, which will be revievved 
annually with the County's independent (external) auditor. The contrds shall be designed to 
prevent loss of public funds due to fraud, employee error, and misrepresentation by third 
parties, unanticipated market changes, or imprudent actions by empoyees of the Treasurer's 
Office. The Treasurer shall evaluate audit reports in a timely manner with the Treasury 
Oversight Committee. The quarterly audit reports of the Treasury shall be pravided as 
required by GOJernment Code Sections 26920 through 26922. Daily compliance of the 
investment portfolio shall be performed by the Department's AccountingiCompliance Unit. 
Compliance will be determined on a fair market value basis. Cash held atthe bank will not be 
included in the pod balance. All agreements, statements, and trade packets will be subject to 
revievv annually by auditors in conjunction with their audit. 

1. INVESTMENT PROCEDURES 
The Treasurer shall develop and maintain written administrative procedures for the 
operation of the investment program that are consistent with this investment pd icy. 
Procedures will include reference to safekeeping, Master Repurchase Agreements, wire 
transfer agreements, col I ateral and depository agreements, banking service contracts, and 
cther investment and banking related activities. Such procedures shall include explicit 
delegation of authority to personnel responsible for investment transactions. 

No investment personnel may engage in an investment transaction except as pr0.tided 
under terms of this policy and the procedures established by the County Treasurer. The 
Treasurer shal I be responsible for al I transactions undertalken and shal I establish a system 
of controls to regulate the activities of all Treasury and Investment personnel. 

XVI. EARNINGS AND COSTS APPORTIONMENT 

The Treasurer deternines the interest earnings for the respective pools on an accrual basis. 
Accrual basis interest earnings and Treasury administrative fees (see belcw) are allocated to 
each individual pool participant based upon their average daily balance on deposit with the 
Treasurer. The actual cash distribution is generally paid in the months follcwing. 

As authorized by GOJernment Code Section 27013, the Treasurer will charge all pod 
participants for administrative and averhead costs. Costs include, but are not limited to, 
portfolio management, bank and custodial fees, software maintenance fees, and other indirect 
costs incurred from handling or managing funds. In addition, the costs of compiancewith the 
Treasury Oversight pravisions of GOJernment Code Sections 27130 through 27137 shall be 
included as administrative costs. The Treasurer shall annually prepare a proposed budget 
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revenue estiITTlte, prcwiding a detailed itemization of all estiITTlted costs which comprise the 
administrative fee charged in accordance with Gavernment Code Section 27013. The 
Treasurer will be required to annually reconcile the estiITTlted charges and actual costs 
incurred and adjust participant accounts accordingly. 

I nvestment earnings and the al:Jave esti ITTlted fee charge wi 11 be al I ocated to the pool 
participants on at I east a quarterly basis. As of the first working day of the fol I avvi ng period, 
the pool participants' account wi 11 reflect the gross investment earnings and the estimated 
monthly administrative and cwerhead costs. The Treasurer's monthly report will state the 
current esti ITTlted fees charged to participants. 

XVII. VOLUNTARY PARTICIPANTS 

Should a local agency within Orange County, or aJ oint Pavvers Agency U PA) consisting of 
at least one public agency from within Orange County, not required O\f California law to 
deposit monies with the Treasurer desire entry into the Treasurer's Investment Pool, the 
agency shall comply with the requirements of Gavernment Code Section 53684 and pravide 
to the Treasurer a resolution adopted O\f its gaverning board stating that excess funds are 
availal:le for the purpose of investment. The resolution shall specify that the local agency 
authorizes the investment of excess funds pursuant to Section 53684, those persons 
authorized at the agency to coordinate the transactions, the agency's willingness to be bound 
O\f the withdrawal pravisions of Gcwernment Code Section 27136, and the agency's 
understanding that administrative charges will be deducted O\f the Treasurer as permitted O\f 
Sections 53684(b) and 27013. The Treasurer shall approve or disapprove such agency's 
request in writing. Upon the Treasurer's approval of voluntary participants to join the pool, 
the Treasurer will nctify the Board of Supervisors within 5 days. 

Monies deposited O)l local agencies approved for entry into the Treasurer's Investment Pool 
will be invested in the OCIF and shall be invested O\f the Treasurer in accordance with this 
Investment Policy Statement, as amended from time to time. The local agency's authorized 
representative will execute an agreement with the Treasurer. This agreement specifies the 
contractual terms and conditions O\f which the Treasurer will manage and invest local 
agency's excess funds which have been deposited for investment with the Treasurer. 

XVI 11. WITHDRAWAL 

Withdrawal of participant funds for the purpose of investing or depositing these funds outside 
the County treasury shall require prior written appraval from the Treasurer or designee. The 
Treasurer shall thereafter review the withdrawal request consistent with hisfr]er trust and 
fiduciary duties. Prior to appravi ng or di sappravi ng the withdrawal request, the Treasurer or 
designee shall make a finding of the effect on the stablity and predictablity of the 
investments and on the interests of the cther depositors in the County treasury. (Gcwernment 
Code Sections 27000.3, 27133(h), 27136 and 53684(c)) 

XIX. PERFORMANCE STANDARDS 

The investment portfolio shall be designed with the objective of obtaining a market rate of 
return throughout budgetary and economic cycles, commensurate with the investment risk 
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constraints and the cash fl cw needs, but focusing on, in order of importance, preservation of 
captal, liquidity, and yield. 

The Treasurer's investment strategy is to actively manage the portfdios to create less risk 
than a benchmark comparable index and to use economies of scale to invest and administer 
the program at a reasonable cost. Given this strategy, the basis used by the Treasurer to 
deterrri ne whether market yields are being achieved shal I be the indices most comparable to 
the fund, such as money rate data published in Barron's, The Wall StreetJ ournal, Bloomberg, 
or other bond fund indices. The standards enumerated herein do not constitute a guarantee of 
the fund's performance. 

XX. INVESTMENT POLICY STATEMENT REVIEW 

This Investment Policy Statement shall be reviewed on an annual basis by the Treasury 
Oversight Committee prior to being presented to for revievv and apprCNal by, the Board of 
Supervisors in an open session. 

XXI. FINANCIAL REPORTING 

The monthly Treasurer's Investment Report and all compliance Audit Reports shall be 
pravided to the Orange County Board of Supervisors, the County Executive Officer, the 
Chief Financial Officer, the Director of Auditor-Controller Internal Audit, the Auditor
Controll er, the Treasury Oversight Cammi ttee, the presiding judge of the Superior Court, the 
director or director executive officer and Treasurer or cther official responsible for the funds 
of any Local Agency who has investments in the OCIF as allcwed by GCNernment Code 
Sections 53607, 53646, and 53686. 

All reports filed by the Treasurer in accordance with GCNernment Code Section 53646 shall, 
among other matters, state compliance of the portfolio with the Investment Pd icy Statement, 
or the manner in which the portfolio is not in compliance. A statement wi 11 al so be fi I ed by 
the Treasurer in accordance with Gavernment Code 53646(b) dencting the ability of each 
pod to meet its expenditure requirements for the next six months or pravide an explanation 
of why sufficient money may not be avai I able. 

XXII. LEGISLATIVE CHANGES 

Any State of California law that further restricts allcwable maturities, investment type, 
percentage al I ocati ons, or any other pravi si on of this Investment Policy Statement wi 11, upon 
effectiveness, be incorporated into this Investment Pd icy Statement and supersede any and 
al I previous applicable I anguage. 

XXIII. DISASTER RECOVERY PROGRAM 

The Treasurer's Disaster Plan includes critical phone numbers and addresses of key treasury 
and investment personnel as well as currently appraved bankers and broker/dealers. Three 
cop es of the Disaster Pl an for home, office, and car have been distributed to key treasury and 
investment personnel. The pan pravides for an offsite location to be communicated at the 
time of readiness if our offices are uninhabitable. 
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I n the event the Treasurer or authorized staff is unable to invest the portfd i o, the Treasurer 
has an agreement with the custodian for a daily sweep of all uninvested cash with the custody 
bank into a money market mutual fund. Until normal operations of the Treasurer's office 
have been restored, the I i mi tati ons on the size of an i ndi vi dual i ssuer and the percentage 
restrictions by investment type would be al I cwed to exceed those appraved in this Investment 
Policy Statement and would be required to be reported to the Board of Supervisors and pod 
participants in a timely manner. 
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INVESTMENT POLICY STATEMENT 
GLOSSARY 

This Glossary is for general reference purposes only and does nct constitute an exhaustive or 
exclusive list of terms and definitions applicable to this Investment Policy Statement. The 
definitions included herein do not modify any of the terms of this Investment Pd icy Statement or 
applicable I ctvV. 

ACCRUED INTEREST: The amount of interest that is earned but unpaid since the last interest 
payment date. 

ADJUSTABLE RATE NOTE: (SeeFlrn.tingRateNote) 

AGENCY SE CURI Tl ES: (See U.S. GavernmentAgency Securities) 

AMORTIZATION: The systematic reduction of the amount cwed on a delX issue through 
periodic payments of principal. 

AVE RAGE LI FE: The average length of time that an issue of serial bonds andprterm bonds with 
a mandatory sinking fund feature is expected to be outstanding. 

ASKED PRICE: The price at which securities are offered from a seller. 

ASSET BACKED SE CURI Tl ES (ABS): (See Receivable-Backed Securities) 

BANKERS' ACCEPTANCE (BA): Negotiable money market instruments issued primarily to 
finance international trade. These are time drafts in which a bank "accepts" as its financial 
responsibility to pay the principal at maturity even if the importer does not. In essence, these are 
bank obi i gati ons col I ateral i zed O\f goods being shipped between an exporter and an importer. 

BASIS POI NT: When a yield is expressed as 7.32Yo, the digits to the right of the decimal point are 
kncwn as basis points. One basis point equals 1 /100 of one percent. Basis points are used more 
often to describe changes in yields on bonds, notes and other fixed-income securities. 

BID PRICE: The price at which a buyer offers to buy a security. 

BOOK ENTRY: The system, maintained O\f the Federal Reserve, O\f which most money market 
securities are "delivered" to an investor's custodian bank. The Federal Reserve maintains a 
computerized record of the cwnershi p of these securities, and records any changes in cwnershi p 
corresponding to payments made ewer the Federal Reserve wire (delivery versus payment). The 
cwners of these securities do not receive physical certificates. 

BOOK VALUE: The original cost of the investment, pus accrued interest and annortization of any 
premium or discount. 

BR OK ER: A broker brings buyers and sellers together and is compensated for hisfr]er service. 

CALLABLE BONDS: Bonds that may be redeemed O\f the issuing company priorto the maturity 
date. 
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CALL PRICE: The price at which an issuer may redeem a lx:Jnd prior to maturity. The price is 
usually at a slight premium to the bond's original issue price to compensate the holder for loss of 
income and cwnershi p. 

CALL RI SK: The risk to a lx:Jndholder that a lx:Jnd may be redeemed prior to maturity. 

CAPITAL GAi N JI_ OSS: The profit or loss realized from the sale of a captal asset. 

CE RTI Fl CATE OF DEPOSIT (CD or NCO): A deposit of funds at a bank for a specified period 
of time that earns interest at a specified rate. Commonly known as "CDs" or "negotiable CDs." 

COL LATERAL: Securities or cash pledged by a lx:Jrrcwer to secure repayment of a loan or 
repurchase agreement. Also, securities pledged by a financial institution to secure deposits of public 
moneys. 

COMMERCIAL PAPER (CP): Short-term unsecured promissory notes issued by corporations 
for maturities of 100 days or less. 

CONSUMER RECEIVABLE-BACKED BONDS: (See Receivable-Backed Securities) 

CONVEXITY: A measure of a bond's price sensitivity to changing interest rates. A high 
convexity indicates greater sensitivity of a bond's price to interest rate changes. 

CREDIT OUTLOOK: (See Rating Outlook) 

CREDIT QUALITY: The measurement of the financial strength of a lx:Jnd issuer. This 
measurement helps an investor to understand an issuer's ability to make timely interest payments 
and repay the loan principal upon maturity. Generally, the higherthe credit quality of a bond issuer, 
the lcwer the interest rate paid by the issuer because the risk of default is lcwer. Credit quality 
ratings are pravi ded by nati anally recognized statistical rating organizations. 

CREDIT RI SK: The risk to an investor that an issuerwill default in the payment of interest and/or 
principal on a security. 

CREDIT WATCH: indicates that a company's credit is under review and credit ratings are subject 
to change. 

+(positive) 
- (negative) 
Evdving/Neutral 

Credit i s under review for possi bl e upgrade. 
Credit is under review for possible dcwngrade. 
Credit is under review, direction uncertain. 

COUPON: The rate at which a lx:Jnd pays interest. 

CURRENT YIELD: The annual income from an investment divided by the current market value. 
Si nee the mathematical cal cul ati on relies on the current market value rather than the investor's cost, 
current yield is unrelated to the actual return the investor will earn if the security is held to maturity. 

CUSTODIAN: A bank or other financial institution that keeps custody of stock certificates and 
other assets. 
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DE AL E R : A deal er, as O[l)Osed to a lxoker, acts as a principal in al I transactions, buying and 
sel Ii ng for his cwn account. 

DEL I VE RY VERSUS PAYMENT (DVP): Delivery of securities with a simultaneous exchange 
of money for the securities. 

DE RI VATI VE: A security whose interest rate of principal annount may vary and are determined 
by a market index or a combination of market indexes. 

DISCOUNT: The difference between the par value of a bond and the cost of the bond, when the 
cost is bel cw par. Sonne short -term securities, such as Treasury bi 11 s and bankers accep:ances, are 
kncwn as discount securities. They sell at a discount from par, and return the par value to the 
investor at maturity without additional interest. Other securities, which have fixed coupons, trade at 
a discount when the coupon rate is I ewer than the current market rate for securities of that maturity 
andftx quality. 

DI VE RSI Fl CATI ON: An investment principe designed to spread the risk in a portfolio by 
dividing i nvestnnents annong different sectors, industries and companies. 

DOLLAR-WEIGHTED AVERAGE MATURITY: A calculation that expresses the "average 
maturity" of an investment portfolio using each investment's maturity weighted by the size of that 
i nvestnnent. 

DOMINION BOND RATING SERVICE, LTD: (see Nationally Recognized Statistical Rating 
Organization) 

DURA Tl ON: A measure of the timing of the cash flavvs, such as the interest payments and the 
principal repayment, to be received from a given fixed-i nconne security. This calculation is based on 
three variables: term to maturity, coupon rate and yield to maturity. The duration of a security is a 
useful indicator of its price volatility for given changes in interest rates. 

FE DE RAL FUN OS RATE: Interest rate charged by banks with excess reserves at a Federal 
Reserve district bank to banks needing cwerni ght I oans to meet reserve requi rennents. A target rate is 
set by the F OM C. 

FEDERAL OPEN MARKET COMMITTEE (FOMC): This committee sets Federal Reserve 
guidelines regarding purchases and sales of government securities in the open market as a means of 
influencing the volume of bank credit and money. 

FEDERAL RESERVE SYSTEM: A U.S. centralized banking system, which has supervisory 
pavvers aver the 12 Federal Reserve banks and about 6,CXX) member banks. 

Fl TCH, I NC: (see Nationally Recognized Statistical Rating Organization) 

F IXE D--l NCOM E SE CURI Tl ES: Securities that return a fixed income ewer a specified period. 

FLOATING RATE NOTE: A debt security whose interest rate is reset periodically (monthly, 
quarterly, annually) and is based on a market index (e.g. Treasury b lls, LI BOR, etc.). 
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INTEREST: The arrount earned while cwning a debt security, generally calculated as a 
percentage of the principal amount. 

INTERNAL CONTORLS: An internal control structure designed to ensure that the assets of the 
entity are protected frorn loss, theft, or misuse. The internal control structure is designed to pravide 
reasonable assurance that these objectives are rnet. The concept of reasonable assurance recognizes 
that 1) the cost of a control should not exceed the ~nefits likely to~ derived and 2) the valuation 
of costs and ~nefi ts requi res esti mates and j udgrnents by rnanagernent. 

INVESTMENT COMPANY ACT OF 1940: Federal legislation which sets the standards by 
which i nvestrnent cornpani es, such as mutual funds, are regulated in the areas of aclverti sing, 
prornction, performance reporting requirements, and securities valuations. 

LI QUI DI TY: The speed and ease with which an investment can~ converted to cash. 

LOCAL AGENCY: County, city, city and county, includingacharteredcityorcounty, school 
district, cornrnuni ty col I ege district, public district, county board of education, county 
superintendent of schools, or any public or rnuni ci pal corporation. 

MARK-TO-MARK ET: The market valuation for every security in a portfolio used in determining 
Net Asset Value (NAV). 

MARKET RI SK: The risk that changes in OJerall market conditions or interest rate rnay adversely 
affect current market prices. 

MARK ET VALUE: The price at which a security is trading and could presurnaby ~ purchased 
or sold. 

MASTER REPURCHASE AGREEMENT: A written contract ~tween the parties of a 
repurchase agreement establishing each party's rights in all current and future transactions unti I 
terrni nati on of the contract by either party. 

MATURI TY : The date upon which the principal or stated value of an i nvestrnent ~cornes due 
and payable. 

MEDIUM TERM NOTES (MTN): DelX securities issued by a corporation or depository 
institution with a maturity ranging from nine months to five years. The term "medium-term note" 
refers to the tirne it talkes for an obligation to mature, and includes cther corporate debt securities 
originally issued for maturities longer than five years, but which have navv fallen within the five
year maturity range. MTNs issued by banks are also called "bank notes." 

MONEY MARKET: The market in which short-terrn debt instruments (Treasury alls, discount 
notes, cornrnercial paper, bankers accep:ances, etc.) are issued and traded. 

MONEY MARKET MUTUAL FUNDS: An investment company that pools rnoney frorn 
investors and invest in a variety of short -terrn rnoney market i nstrurnents. 

MOODY'S INVESTORS SERVICE, INC: (See Nationally Recognized Rating Services) 

Page22 of 26 



MUNI Cl PAL DE BT: Bonds, notes and cther securities issued by a state, municipality or county. 

NATIONALLY RECOGNIZED STATISTICAL RATING ORGANIZATION (NRSRO): 
Firms that review the creditworthiness of the issuers of delX securities, and exp-ess their opinion in 
the form of letter ratings (e.g. AAA, AA, A, BBB, etc). The p-imary rating agencies are the 
following: Standard & Poor's Corporation; Moody's Investor Services, Inc.; Fitch, Inc.; and 
Dominion Bond Rating Service, Ltd. 

NEGOTIABLE CD: (SeeCertificatesofDeposit) 

NET ASSET VALUE (NAV): A per-share valuation of a mutual fund based on tctal assets minus 
tctal I i ab I i ti es. 

NON-CALLABLE: Bond that cannct be called atthe option of the issuer. 

OFFER PRICE: Thepriceaskedbyasellerofsecurities. 

PAR or PAR VALUE: The amount of principal that must be paid at maturity. Also referred to as 
the face amount of a bond, normally qucted in $1,CXX) increments per bond. 

PHYSICAL DELIVERY: The delivery of an investment to a custodian bank in the form of a 
physical certificate and/or supporting documents evidencing the investment ( as opposed to "book 
entry" delivery). 

PORTFOLIO: A group of securities held by an individual or institutional investor. 

PR E M I U M : The difference between the par value of a bond and the market value of the bond, 
when the market value is abave par. 

PR I CE RI SK : The risk thatthe price of a lx:Jnd sold p-i or to maturity wi 11 be I ess than the price at 
which the bond was originally purchased. 

PRIMARY DEALER: One of 21 banks and securities lxokerages authorized to bJy and sell 
gcwernment securities in direct dealings with the Federal Reserve Bank of New York in its 
execution of Federal Open Market Operations. 

PRIME RATE: The base rate that banks use in pricing commercial loans to their best and most 
creditworthy customers. 

PR I NCI PAL: The face value or par value of an investment. 

PROSPECTUS: A legal document that must be prcwided to any prospective purchaser of a new 
securities offering registered with the SEC. This can include information of the issuer, the issuer's 
business, the proposed use of proceeds, the experience of the issuer's management, and certain 
certi fi eel fi nanci al statements. 

RATING OUTLOOK: The potential direction of the credit rating assigned by a NRSRO for a 
specific company. 
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RE I NVE STM ENT RI SK: The risk that coupm payments (or cther payments received) cannot~ 
reinvested at the same rate as the initial investment. 

R ECE I VABL E-BACKE D SE CURI Tl ES: Securities collateralized with consumer receivables, 
such as automobile loans, credit card receivables, or home equity loans, which are cwned by the 
issuer, but placed with a trustee forthe ~nefit of the investor. 

RECEIVABLE PASS-THROUGH CERTIFICATE: A debt obligation that is backed by a 
portfolio of receivables, normally issued by a bank or financial institution. The interest and 
principal of the oll i gati on is paid out of the cash fl cw generated by the receivables portfolio. 

REFUNDED BOND: A bond secured by an escrcw fund that is sufficient to pay off the entire 
issue of bonds at the next call date (pre-funded) or maturity (escrcwed to maturity). 

REGISTERED STATE WARRANT: A short-term obligation of a state gavernmental body 
issued in anti ci pati on of revenue. 

RE PURCHASE AGREEMENT (RE PO): The purchase of securities, on a temporary basis, with 
the seller's simultaneous agreement to repurchase the securities back at a later date at a specified 
price that includes interest for the buyer's holding period. 

RULE 2a-7 OF THE INVESTMENT COMPANY ACT: Applies to all money market mutual 
funds and mandates such funds to maintain certain standards, including a 13-month maturity Ii mit 
and a 60-oay average maturity on investments, to help maintain a constant net asset value of one 
dollar ($1.00). 

RULE G-37 OF THE MUNICIPAL SECURITIES RULEMAKING BOARD: Federal 
regulations to sever any connection ~tween the malking of political contributions and the awarding 
of municipal securities business. 

SAFE KEE Pl NG: Storage and protection of a customer's financial assets, valuables, or 
documents, pravided as a service by an institution serving as Agent or Custodian and, where control 
is delegated by the customer. 

SECURITIES & EXCHANGE COMMISSION (SEC): The federal agency respmsible for 
supervising and regulating the securities industry. 

SI N K I NG F UN D: Money accumulated on a regular basis in a separate custodial account that is 
used to redeem debt securities or preferred stock issues. 

STANDARD & POOR' S CORPORA Tl ON: (See Nationally Recognized Rating Services) 

STRUCTURED INVESTMENT VEHICLE (SIV): A pool ofinvestmentassetsthatattem[l:sto 
profit from credit spreads ~een short-term debt and long-term structured finance products such 
as asset-backed securities (ABS). Funding for SIVs comes from the issuance of commercial paper 
that is continuously renewed or rd led ewer; the proceeds are then invested in longer maturity assets 
that have less liquidity but pay higher yields. SIVs often employ great amounts of leverage to 
generate returns. 

Page24of 26 



SUPRANATIONAL: An entity that is formed O\f two or more central gOJernments with the 
purpose of pronnoti ng econorni c devel opnnent for the member countries. E xarnpl es include the 
I nternati anal Bank for Reconstruction and Development, I nternati anal Finance Corporation, and the 
I nter-A meri can Development Bank. 

THIRD-PARTY CUSTODIAL AGREEMENT: (See Custodian) 

TOTAL RETURN: The surn of all investment income pus changes in the capital value of the 
portfolio. For mutual funds, return on an investment is composed of share price appreciation fl us 
any realized dividends or capital gains. This is calculated O\f talking the follavving components 
during a certain ti me period. 

(Price appreciation) +(Dividends paid) +(Captal gains) = Tctal Return 

TRADE DATE: The date and time corresponding to an investor's commitment to buy or sell a 
security. 

U.S. GOVERNMENT AGENCY SECURITIES: DelX securities issued 0\1 U.S. Gavernment 
sponsored enterprises and federally related institutions. These gOJernrnent agencies include: Federal 
Horne Loan Banks (FHLB), Federal Home Loan Mortgage Corporation (FHLMC or Freddie Mac), 
Federal National Mortgage Association (FNMA or Fannie Mae), Federal Farrn Credit Banks 
(FFCB), Resolution Trust Corporation (RTC), and Tennessee Valley Authority (TVA). 

U.S. TREASURY SECURITIES: Securities issued 0\1 the U.S. Treasury and backed 0\1 the full 
faith and credit of the United States. Treasuries are considered to have no credit risk, and are the 
benchmark for interest rates on all cther securities in the U.S. and averseas. The Treasury issues 
both discounted securities and fixed coupon notes and bonds. 

Treasury bills: non-interest-bearing discount securities with maturities under one year 
issued O\f the U.S. Treasury to finance the national debt. 

Treasury notes: interest-bearing obligations of the U.S. Treasury with maturities ranging 
frorn two to ten years frorn date of issue. 

Treasury bonds: interest-bearing obligations issued O\f the U.S. Treasury with maturities 
that range frorn ten to thirty years frorn date of issue. 

UNIFORM NET CAPITAL RULE: SEC Rule 15C3-1 outlining captal requirements for 
broker /dealers. 

VARIABLE RATE NOTE: (SeeFloatingRateNcte) 

VOL A Tl LI TY: A degree of fluctuation in the price and valuation of securities. 

WEIGHTED AVERAGE MATURITY (WAM): The average maturity of all the securities that 
comprise a portfolio. According to SEC rule 2a-7, the WAM for SEC registered money market 
mutual funds may nct exceed 60 days and no one security may have a maturity that exceeds 397 
days. 
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WHEN ISSUED (WI): A cmditional transaction in which an authorized new security has not 
been issued. All "when issued" transactions are settled when the actual security is issued. 

YIELD: The annual rate of return on a debt investment computed as though held to maturity 
expressed as a percentage. 

Y I E L D TO CAL L (YT C): The rate of return an investor earns frorn a bond assurni ng the lx:Jnd is 
redeemed (called) priorto its nominal maturity date. 

Y I E L D TO MATURI TY (YT M ) : The rate of return earned on an investment cmsi deri ng al I cash 
fl cws and ti rni ng factors: interest earnings, discounts, and prerni urns ai::xNe par. 

ZERO-COUPON BONDSil).S. TREASURY STRIPS: A bond which represents cwnership of a 
single coupon or principal payment due ma U.S. Treasury bond. Zeros or strips mature at face 
value at a specified date in the future and rnake no payments until that date. They always sell at a 
discount frorn face value. 
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APPENDIX H 

BOOK-ENTRY ONLY SYSTEM 

The inforrration in this appendix has been prOJided b,t DTC for use in securities offering 
documents, and the District takes no responsibility for the accuracy or corrpleteness thereof. The District 
cannot and does not give any assurances that DTC, DTC Participmts or Indirect Participants will 
distribute the Beneficial OMlers either (a) payments of interest, principal or preniurn if any, with respect 
to the Refunding Bonds or (b) certificates representing OM1ership interest in or other confirrration of 
OM1ership interest in the Refunding Bonds, or that they will so do on a timely basis or that DTC, DTC 
Direct Participants or DTC Indirect Participants wi 11 act in the rranner described in this Official Statement. 

1. The Depository Trust Company ("DTC"), Ne.v York, New York, will act as securities 
depository for the Refunding Bonds (the "Securities"). The Securities will be issued as fully,egistered 
securities registered in the name of Cede & Co. (DTC's partnership noninee) or such other name as rray 
be requested b,t an authorized representative of DTC. One ful ly,egi stered Security certificate wi 11 be issued 
for each maturity of the Securities, in the aggregate principal amount of such issue, and will be deposited 
with DTC. If, hcwever, the aggregate principal amount of any issue exceeds $500 million, one certificate 
will be issued with respect to each $500 nil lion of principal amount, and an additional certificate will be 
issued with respect to any rerraining principal amount of such issue. 

2. DTC, the world's largest securities depository, is a linited--purpose trust company 
organized under the Ne.v 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 N e.v Y ork U ni form Commercial Code, and a " cl eari ng agency" registered pursuantto the provi si ans 
of Section 17A of the Securities Exchange Act of 1934. DTC holds and prOJides asset servicing for over 
3.5 nillion issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money 
market instruments ( from OJer 100 countries) that DTC' s participants ("Direct Participants") deposit with 
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-€ntry transfers and pledges 
between Direct Participants' accounts. This elininates the need for physical ITTOJement 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--o.vned 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 cwned b,t 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 rraintain a custodial relationship with a Direct 
Participant, either directly or indirectly ("Indirect Participants"). DTC has a Standard & Poor's rating of 
AA+. The DTC Rules applicable to its Participants are on file with the Securities and Exchange 
Comnission. More inforrration about DTC can be found atwww.dtcc.com. 

3. Purchases of Securities under the DTC system must be rrade b,t or through Direct 
Participants, which wi 11 receive a credit for the Securities on DTC' s records. The cwnershi pi nterest of each 
actual purchaser of each Security (" B enefi ci al owner") is in turn to be recorded on the Direct and Indirect 
Parti ci pants' records. B enefi ci al owners wi 11 not receive written confi rrrati on from DT C of thei r purchase. 
Beneficial owners are, hcwever, expected to receive written confirrrations prOJiding details of the 
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participantthrough 
which the Beneficial owner entered into the transaction. Transfers of cwnership interests in the Securities 
are to be accomplished b,t entries made on the books of Direct and Indirect Participants acting on behalf of 
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B enefi ci al owners. B enefi ci al owners wi 11 not receive certificates representi ng thei r cwnershi p i nterests i n 
Securities, except i n the eventthat use of the book-entry system for the Securities is discontinued. 

4. To facilitate subsequent transfers, all Securities deposited b,t Direct Participants with DTC 
are registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be 
requested b,t an authorized representative of DTC. The deposit of Securities with DTC and their registration 
in the name of Cede & Co. or such other DTC noninee do not effect any change in beneficial cwnership. 
DTC has no kncwledge 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 Direct and Indirect Participants will remain responsible for keeping account of 
their hol di ngs on behalf of thei r customers. 

5. Conveyance of notices and other comrnunicati ons b,t DTC to Direct Participants, b,t Direct 
Participants to Indirect Participants, and b,t Direct Participants and Indirect Participants to Beneficial 
OWners wi 11 be go.1erned b,t arrangements among them, suqj ect to any statutory or regulatory requirements 
as may be in effect from ti me to ti me. B enefi ci al owners of Securities 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 Securities may wish to ascertain that the nominee holding the Securities for their 
benefit has agreed to obtai n and transni t notices to B enefi ci al owners. I n the alternative, B enefi ci al owners 
may wish to provide their names and addresses to the registrar and request that copies of notices be prOJi ded 
directly to them. 

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue 
are being redeemed, DTC's practice is to determine b,t 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 b,t 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 
afterthe 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 Omni bus Proxy). 

8. Redemption proceeds, di stri buti ons, and dividend payments on the Securities wi 11 be made 
to Cede & Co., or such other noni nee as may be requested b,t 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 the Paying Agent, on payable date in accordance with their respective 
holdings shewn on DTC's records. Payments b,t Participants to Beneficial owners will be go.1erned b,t 
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, the Paying Agent or the District, sul::iject to any statutory or regulatory requirements as 
may be in effect from time to time. Payment of redemption proceeds, distributions and dividend payments 
to Cede & Co. (or such other nominee as may be requested b,t an authorized representative of DTC) is the 
responsi bi I ity of the District or the Payi ngAgent, disbursement of such payments to Direct Participants wi 11 
be the responsibility of DTC, and disbursement of such payments to the Beneficial owners will be the 
responsibility of Direct and Indirect Participants. 

9. DTC may discontinue providing its services as depository with respect to the Securities at 
any time b,t giving reasonable notice to the District orthe Paying Agent. Under such circumstances, in the 
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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. 

11. The information in this section concerning DTC and DTC's book-entry system has been 
obtai ned from sources thatthe District believes to be reliable, but the District takes no responsi bi I ity forthe 
accuracy thereof. 
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APPENDIX I 

TABLE OF ACCRETED VALUES 
OF CAPITAL APPRECIATION BONDS 

Capital Capital Capital Capital Capital Capital Capital Capital 
Appreciation Appreciation Appreciation Appreciation Appreciation Appreciation Appreciation Appreciation 

Bards Bards Bards Bards Bards Bonds Bards Bards 
08!)1;2039 08!)1;2040 08!)1 ;2041 08!)1;2042 08!)1;2043 08!)1;2044 08!)1;2045 08!)1;2046 

Date 3.89,?6 3.92% 3.%% 3.98% 3.99,?6 4% 4.01% 4.02% 

8M;2017 2, 144.30 2,049.35 1,952.85 1,868.60 1,791.80 1,717.85 1,646.60 1,578.05 
2~;2018 2, 183.90 2,087.50 1,989.55 1,903.90 1,825.75 1,750.45 1,677.95 1,608.15 
8~;2018 2,226.35 2, 128.40 2,028.95 1,941.80 1,862.15 1,785.50 1,711.60 1,640.45 
2~;2019 2,269.65 2, 170.10 2,069.15 1,980.40 1,899.30 1,821.20 1,745.95 1,673.45 
8~;2019 2,313.80 2,212.65 2,110.10 2,019.85 1,937.20 1,857.60 1,780.95 1,707.10 
2~;2020 2,358.80 2,256.00 2,151.90 2,060.05 1,975.85 1,894.75 1,816.65 1,741.40 
8~;2020 2,404.70 2,300.25 2,194.50 2,101.00 2,015.30 1,932.65 1,853.05 1,776.40 
2~;2021 2,451.45 2,345.30 2,237.95 2,142.85 2,055.50 1,971.30 1,890.20 1,812.10 
8~;2021 2,499.15 2,391.30 2,282.25 2,185.50 2,096.50 2,010.75 1,928.10 1,848.55 
2~;2022 2,547.75 2,438.15 2,327.45 2,228.95 2,138.30 2,050.95 1,966.80 1,885.70 
8~;2022 2,597.30 2,485.95 2,373.55 2,273.35 2,181.00 2,092.00 2,006.20 1,923.60 
2~;2023 2,647.85 2,534.65 2,420.55 2,318.55 2,224.50 2, 133.80 2,046.45 1,962.25 
8~;2023 2,699.35 2,584.35 2,468.45 2,364.70 2,268.85 2, 176.50 2,087.45 2,001.70 
2~;2024 2,751.85 2,635.00 2,517.35 2,411.75 2,314.15 2,220.05 2,129.35 2,041.95 
8~;2024 2,805.35 2,686.65 2,567.20 2,459.75 2,360.30 2,264.45 2,172.00 2,082.95 
2~;2025 2,859.90 2,739.30 2,618.00 2,508.70 2,407.40 2,309.70 2,215.55 2, 124.85 
8~;2025 2,915.55 2,793.00 2,669.85 2,558.65 2,455.40 2,355.90 2,260.00 2, 167.55 
2~;2026 2,972.25 2,847.75 2,722.70 2,609.55 2,504.40 2,403.05 2,305.30 2,211.10 
8~;2026 3,030.05 2,903.55 2,776.60 2,661.50 2,554.35 2,451.10 2,351.55 2,255.55 
2~;2027 3,089.00 2,960.45 2,831.60 2,714.45 2,605.35 2,500.10 2,398.70 2,300.90 
8~;2027 3, 149.10 3,018.50 2,887.65 2,768.45 2,657.30 2,550.10 2,446.75 2,347.15 
2~;2028 3,210.35 3,077.65 2,944.85 2,823.55 2,710.30 2,601.10 2,495.85 2,394.35 
8~;2028 3,272.80 3, 138.00 3,003.15 2,879.75 2,764.40 2,653.15 2,545.85 2,442.45 
2~;2029 3,336.45 3, 199.50 3,062.60 2,937.05 2,819.55 2,706.20 2,596.90 2,491.55 
8~;2029 3,401.35 3,262.20 3,123.25 2,995.50 2,875.80 2,760.35 2,649.00 2,541.65 
2~;2030 3,467.50 3,326.15 3,185.10 3,055.10 2,933.15 2,815.55 2,702.10 2,592.70 
8~;2030 3,534.90 3,391.35 3,248.15 3,115.90 2,991.70 2,871.85 2,756.25 2,644.85 
2~;2031 3,603.70 3,457.80 3,312.45 3,177.90 3,051.35 2,929.30 2,811.55 2,698.00 
8~;2031 3,673.75 3,525.60 3,378.05 3,241.15 3,112.25 2,987.85 2,867.90 2,752.20 
2~;2032 3,745.25 3,594.70 3,444.95 3,305.65 3,174.35 3,047.65 2,925.40 2,807.55 
8~;2032 3,818.05 3,665.15 3,513.15 3,371.45 3,237.65 3, 108.60 2,984.05 2,864.00 
2~;2033 3,892.35 3,736.95 3,582.70 3,438.55 3,302.25 3, 170.75 3,043.90 2,921.55 
8~;2033 3,968.05 3,810.20 3,653.65 3,506.95 3,368.15 3,234.15 3,104.95 2,980.25 
2~;2034 4,045.20 3,884.90 3,726.00 3,576.75 3,435.35 3,298.85 3,167.20 3,040.15 
8~;2034 4,123.90 3,961.05 3,799.75 3,647.90 3,503.85 3,364.85 3,230.70 3,101.30 
2~;2035 4,204.10 4,038.70 3,875.00 3,720.50 3,573.75 3,432.15 3,295.45 3, 163.60 
8~;2035 4,285.90 4, 117.85 3,951.75 3,794.55 3,645.05 3,500.75 3,361.55 3,227.20 
2~;2036 4,369.25 4, 198.55 4,029.95 3,870.05 3,717.80 3,570.80 3,428.95 3,292.05 
8~;2036 4,454.20 4,280.85 4,109.75 3,947.10 3,791.95 3,642.20 3,497.70 3,358.25 
2~;2037 4,540.85 4,364.75 4,191.15 4,025.65 3,867.60 3,715.05 3,567.80 3,425.75 
8~;2037 4,629.20 4,450.30 4,274.15 4,105.75 3,944.75 3,789.35 3,639.35 3,494.60 
2~;2038 4,719.20 4,537.50 4,358.75 4,187.45 4,023.45 3,865.15 3,712.30 3,564.85 
8~;2038 4,811.00 4,626.45 4,445.05 4,270.80 4,103.75 3,942.45 3,786.75 3,636.50 
2~;2039 4,904.60 4,717.15 4,533.05 4,355.75 4,185.60 4,021.30 3,862.70 3,709.60 
8~;2039 5,000.00 4,809.60 4,622.85 4,442.45 4,269.10 4,101.70 3,940.10 3,784.15 
2~;2040 4,903.85 4,714.35 4,530.85 4,354.25 4, 183.75 4,019.10 3,860.20 
8~;2040 5,000.00 4,807.70 4,621.00 4,441.15 4,267.45 4,099.70 3,937.80 
2~;2041 4,902.90 4,712.95 4,529.75 4,352.80 4,181.90 4,016.95 
8~;2041 5,000.00 4,806.75 4,620.10 4,439.85 4,265.75 4,097.70 
2~;2042 4,902.40 4,712.30 4,528.65 4,351.30 4, 180.05 
8~;2042 5,000.00 4,806.30 4,619.20 4,438.55 4,264.10 
2~;2043 4,902.20 4,711.60 4,527.50 4,349.80 
8~;2043 5,000.00 4,805.80 4,618.30 4,437.20 
2~;2044 4,901.95 4,710.90 4,526.40 
8~;2044 5,000.00 4,805.35 4,617.40 
2~;2045 4,901.70 4,710.20 
8~;2045 5,000.00 4,804.90 
2~;2046 4,901.45 
8~;2046 5,000.00 
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