


Oxnard Union High School District
Governing Board

2007-2008 OBSERVATIONS AND RECOMMENDATIONS

INTERNAL CONTROL
Associated Student Body Accounts

Channel Island High School

Observation

In reviewing the financial statements for the student body accounts, we noted that a club account had a negative
balance. Since the student body accounts represent individual portions of the cash and asset pool, by some having
negative balances, they have in actuality spent the available funds of other accounts. A key control in any internal
control system is the control of expenditures by ensuring the expenditure is allowable and that the account
requesting the expenditure has the funds to cover it. This control feature has not been sufficiently followed.
Recommendation

The site bookkeeper has a fiduciary responsibility to all student body organizations to act in each group's best
interest. By allowing certain clubs to spend in excess of their available reserves, the bookkeeper is not meeting
this responsibility to the other clubs and organizations. Requests for disbursements from student groups should be
reviewed for appropriateness and also to ensure that funds are available in the group's account.

Current Status

Implemented

Observation

In reviewing the monthly bank account reconciliations and the financial statements, we noted that the savings and
certificate of deposit bank accounts do not equal the balances reflected on the financial statements. The purpose
of performing the monthly reconciliation is to ensure that no errors have occurred in the bank" posting of
transactions and that the account activity is accurately reported in the student body's financial statements.
Recommendation

Site personnel should ensure that the bank account balances are reconciled to the financial statements monthly.
Any unidentified activity should be investigated and adjustments made accordingly.

Current Status

Implemented
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Oxnard Union High School District
Governing Board

Frontier High School

Observation

In reviewing the monthly bank account reconciliations and the financial statements, we noted that the checking
account balance does not equal the balance reflected on the financial statements. The purpose of performing the
monthly reconciliation is to ensure that no errors have occurred in the bank's posting of transactions and that the
account activity is accurately reported in the student body's financial statements.

Recommendation

Site personnel should ensure that the bank account balances are reconciled to the financial statements monthly.
Any unidentified activity should be investigated and adjustments made accordingly.

Current Status

Implemented

Hueneme High School

Observation

In reviewing the monthly bank account reconciliations and the financial statements, we noted that the balance for
the savings account does not equal the balance reflected on the financial statements. The purpose of performing
the monthly reconciliation is to ensure that no errors have occurred in the bank's posting of transactions and that
the account activity is accurately reported in the student body's financial statements.

Recommendation

Site personnel should ensure that the bank account balances are reconciled to the financial statements monthly.
Any unidentified activity should be investigated and adjustments made accordingly.

Current Status

Implemented

Oxnard High School

Observation

In reviewing the financial statements for the student body accounts, we noted that two club accounts had negative
balances. Since the student body accounts represent individual portions of the cash and asset pool, by some
having negative balances, they have in actuality spent the available funds of other accounts. A key control in any
internal control system is the control of expenditures by ensuring the expenditure is allowable and that the account
requesting the expenditure has the funds to cover it. This control feature has not been sufficiently followed.
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Oxnard Union High School District

Governing Board

Recommendation

The site bookkeeper has a fiduciary responsibility to all student body organizations to act in each group's best
interest. By allowing certain clubs to spend in excess of their available reserves, the bookkeeper is not meeting
this responsibility to the other clubs and organizations. Requests for disbursements from student groups should be
reviewed for appropriateness and also to ensure that funds are available in the group's account.

Current Status

Implemented

Observation

In reviewing the monthly bank account reconciliations and the financial statements, we noted that the balances for
two of the bank accounts do not equal the balances reflected on the financial statements. It appears that interest
earnings for these savings accounts have not been posted to the financial statements for several months.

Recommendation

Site personnel should ensure that the bank account balances are reconciled to the financial statements monthly.
Any unidentified activity should be investigated and adjustments made accordingly.

Current Status

Implemented

Pacifica High School

Observation

In reviewing the financial statements for the student body accounts, we noted that two club accounts had negative
balances. Since the student body accounts represent individual portions of the cash and asset pool, by some
having negative balances, they have in actuality spent the available funds of other accounts. A key control in any
internal control system is the control of expenditures by ensuring the expenditure is allowable and that the account
requesting the expenditure has the funds to cover it. This control feature has not been sufficiently followed.

Recommendation

The site bookkeeper has a fiduciary responsibility to all student body organizations to act in each group's best
interest. By allowing certain clubs to spend in excess of their available reserves, the bookkeeper is not meeting
this responsibility to the other clubs and organizations. Requests for disbursements from student groups should be
reviewed for appropriateness and also to ensure that funds are available in the group’s account.

Current Status

Implemented
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Oxnard Union High School District
Governing Board

Rio Mesa High School

Observation

In reviewing the financial statements for the student body accounts, we noted that seven club accounts had
negative balances totaling nearly $12,000. Since the student body accounts represent individual portions of the
cash and asset pool, by some having negative balances, they have in actuality spent the available funds of other
accounts. A key control in any internal control system is the control of expenditures by ensuring the expenditure
is allowable and that the account requesting the expenditure has the funds to cover it. This control feature has not
been sufficiently followed.

Recommendation

The site bookkeeper has a fiduciary responsibility to all student body organizations to act in each group's best
interest. By allowing certain clubs to spend in excess of their available reserves, the bookkeeper is not meeting
this responsibility to the other clubs and organizations. Requests for disbursements from student groups should be
reviewed for appropriateness and also to ensure that funds are available in the group's account.

Current Status

Not implemented, see current year management comment.

We will review the status of the current year comments during our next audit engagement.

. _— ! Ca_ L(-F
\/aMN“'L; L‘*"’:D"?A !
Rancho Cucamonga, California
July 14, 2010
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APPENDIX B
GENERAL AND FINANCIAL INFORMATION ABOUT THE DISTRICT

The information in this and other sections concerning the District's operations and
operating budget is provided as supplementary information only, and it should not be inferred
from the inclusion of this information in this Official Statement that the principal of or interest on
the Series A Bonds is payable from the General Fund of the District. The Series A Bonds are
payable from the proceeds of an ad valorem tax required to be levied by the County in an
amount sufficient for the payment thereof. See "THE SERIES A BONDS —Security for the
Series A Bonds" in the front half of the Official Statement.

General Information

The Oxnard Union High School District is located in the southeastern portion of Ventura
County. The District covers 300 square miles and includes the cities of Oxnard, Port Hueneme
and Camarillo, as well as Navy Base Ventura County. The District currently operates six
comprehensive high schools and one continuation high school. Average daily attendance in the
District for the 2009-10 school year was approximately 15,023 students.

Administration

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

Name Position Term Expires
Robert Q. Valles President November 2010
Socorro Lopez Hanson Vice President November 2010
Ken Benefield Clerk November 2010
Richard Jaquez Member November 2012
Steve Stocks Member November 2012

Superintendent and Administrative Personnel. The Superintendent of the District,
appointed by the Board, is responsible for management of the day-to-day operations and
supervises the work of other District administrators. Dr. Bob Carter is the District
Superintendent. Randy Winton is the Assistant Superintendent, Business Services.
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Recent Enroliment Trends
The following table shows enrollment history for the District for the last five fiscal years.
ANNUAL ENROLLMENT

Fiscal Years 2005-06 through 2009-10
Oxnard Union High School District

School Year Enrollment
2005-06 16,138
2006-07 16,321
2007-08 16,868
2008-09 16,885
2009-10(1) 16,301

(1) Projected by the District.
Source: California Department of Education, Educational Demographics Unit, except 2009-10 data.

Employee Relations

For the 2009-10 fiscal year, the District employed approximately 785 full-time-equivalent
certificated employees (teaching staff), and 480 full-time-equivalent classified (non-teaching),
management and supervisory employees. The District has two recognized bargaining units
which represents its employees. The Oxnard Federation of Teachers (“OFT”) represents
certificated employees. Its contract with the District expired on June 30, 2010 but is in the
process of being renegotiated. OFT also represents classified personnel, and that contract with
the District expires on September 30, 2011. The California School Employees Association
represents the campus supervisor unit. Its contract with the District expires November 14, 2012.

District Retirement Systems

Qualified employees are covered under multiple-employer defined benefit pension plans
maintained by agencies of the State of California. Certificated employees are members of the
State Teachers' Retirement System (“STRS”) and classified employees are members of the
Public Employees' Retirement System (“PERS”).

All full-time certificated employees participate in STRS, a cost-sharing, multiple-
employer contributory public employee retirement system. The plan provides retirement and
disability benefits and survivor benefits to beneficiaries. Benefit provisions are established by
State statutes, as legislatively amended, within the State Teacher’s Retirement Law. Active plan
members are required to contribute 8.0% of their salary and the District is required to contribute
an actuarially determined rate. The required employer contribution rate for fiscal year 2008-09
was 8.25% of annual payroll.

The District’s contribution to STRS for fiscal year 2008-09 was $5,537,185 and for fiscal
year 2009-10 was $5,236,365 (estimate).

All full-time and some part-time classified employees participate in PERS, an agent
multiple-employer contributory public employee retirement system that acts as a common
investment and administrative agent for participating public entities within the State of California.
The District is part of a "cost-sharing" pool within PERS. Active plan members are required to
contribute 7.0% of their salary and the District is required to contribute an actuarially determined
rate, which was 9.428% of covered payroll in 2008-09. One actuarial valuation is performed for



those employers participating in the pool, and the same contribution rate applies to each
participant.

The District’s contribution to PERS for fiscal year 2008-09 was $1,899,487and was
$1,674,727 (estimate) for fiscal year 2009-10.

Other Post-Employment Retirement Benefits

The Plan Generally. The Oxnard Union High School District Retiree Health Benefits
Plan (the “Plan”) is a single-employer defined benefit healthcare plan administered by the
District. The Plan provides medical and dental insurance benefits to eligible retirees and their
spouses. Membership of the Plan as of the 2008-09 fiscal year consists of 491 retirees and
beneficiaries currently receiving benefits and 848 active plan members.

Contribution Information. The contribution requirements of Plan members and the
District are established and may be amended by the District and employee bargaining units.
The required contribution is based on projected pay-as-you-go financing requirements. For
fiscal year 2008-2009, the District contributed $5,411,719 to the Plan, of which $5,050,930 was
used for current premiums.

Annual OPEB Cost and Net OPEB Obligation. The District's annual other
postemployment benefit (“OPEB”) cost is calculated based on the annual required contribution
of the employer (“ARC”), an amount actuarially determined in accordance with the parameters
of Government Accounting Standards Board Statement No. 45 (“GASB 45”). GASB 45 requires
local government employers who provide OPEB as part of the compensation offered to
employees to recognize he expense and related liabilities and assets in their financial
statements. The District implemented GABS 45 for fiscal year ending June 30, 2009.

The ARC represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and amortize any unfunded actuarial accrued liabilities (“UAAL”)
over a period not to exceed thirty years. The following table shows the components of the
District's annual OPEB cost for the year, the amount actually contributed to the plan (which was
29.2% of ARC), and changes in the District's net OPEB obligation to the Plan:

Annual required contribution $ 18,509,000
Contributions made (5,411,719)
Increase in net OPEB obligation 13,097,281
Net OPEB obligation, beginning of year -
Net OPEB obligation, end of year $ 13,097,281

OPEB Funded Status and Funding Progress. Actuarial valuations of an ongoing plan
involve estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions 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 subject to continual revision as actual results are compared with past expectations and new
estimates are made about the future. The schedule of funding progress, presented as required
supplementary information in the District's 2008-09 Audited Financial Statement attached hereto
(see page 55 therein), presents multiyear trend information about whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits. However, since fiscal year 2008-09 was the first year of implementing GASB 45, only
the 2008-09 information is presented. Such information shows that as of the June 30, 2008



actuarial valuation, the actuarial value of assets was $32,621,000, and Actuarial Accrued
Liability of $209,375,000, and a UAAL of $176,754,000, resulting in a funded ratio of assets to
UAAL of 15.6%

Actuarial Methods and Assumptions. As described in the District’'s 2008-09 Audited
Financial Statements (Note 10), the actuarial methods and assumptions used include
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued
liabilities and the actuarial value of assets, consistent with the long-term perspective of the
calculations.

In the July 1, 2008, actuarial valuation, the entry age normal method was used. The
actuarial assumptions included a six percent investment rate of return. Healthcare cost trend
rates were assumed at 9.5 percent for the 2009-2010 year reflecting a decrease from the levels
of increases in recent years to a level of 5 percent annually after 10 years. The remaining
amortization period at July 1, 2008, was 30 years. The actuarial value of assets was determined
to be $32,621,000 in this actuarial valuation. The allocation of OPEB cost is based on years of
service.



DISTRICT FINANCIAL INFORMATION

The information in this and other sections concerning the District's operations and
operating budget is provided as supplementary information only, and it should not be inferred
from the inclusion of this information in this Official Statement that the principal of or interest on
the Bonds is payable from the General Fund of the District. The Bonds are payable from the
proceeds of an ad valorem tax required to be levied by the County in an amount sufficient for
the payment thereof.

Accounting Practices

The accounting practices of the District conform to generally accepted accounting
principles in accordance with policies and procedures of the California School Accounting
Manual. This manual, according to Section 41010 of the California Education Code, is to be
followed by all California school districts.

District accounting is organized on the basis of funds, with each group consisting of a
separate accounting entity. The major fund classification is the general fund which accounts for
all financial resources not requiring a special fund placement. The District's fiscal year begins
on July 1 and ends on June 30. For more information on the District’'s basis of accounting and
fund accounting, see “APPENDIX A — Audited Financial Statements of the District for the Year
ending June 30, 2009 — Note 1 - Summary of Significant Accounting Policies” herein.

The Governmental Accounting Standards Board (“GASB”) Statement No. 34 “Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments” was adopted on June 30, 1999. Statement No. 34 provides guidelines to
auditors, state and local governments and special purpose governments such as school districts
and public utilities, on new requirements for financial reporting for all governmental agencies in
the United States. The District implemented Statement No. 34 for the fiscal year 2003-04
audited financial statement.

Financial Statements

General. The District's general fund finances the legally authorized activities of the
District for which restricted funds are not provided. General fund revenues are derived from
such sources as State school fund apportionments, taxes, use of money and property, and aid
from other governmental agencies. The District's June 30, 2009 Audited Financial Statements
were prepared by Vavrinek, Trine, Day & Co., LLP, Rancho Cucamonga California (the
“‘Auditor”). Audited financial statements for the District for the fiscal year ended June 30, 2009,
and prior fiscal years are on file with the District and available for public inspection at the Office
of the Superintendent of the District, 309 South K Street, Oxnard, California 93030, Phone:
(805) 385-2529. See Appendix A hereto for the June 30, 2009 Audited Financial Statements.
Copies of such financial statements will be mailed to prospective investors and their
representatives upon written request to the District.

The District has not requested nor did the District obtain permission from the Auditor to
include the audited financial statements as an appendix to this Official Statement. Accordingly,
the Auditor has not performed any post-audit review of the financial condition or operations of
the District.

General Fund Revenues, Expenditures and Changes in Fund Balance. The
following table shows the audited general fund income and expense statements for the District



for the fiscal years 2006-07, 2007-08, and 2008-09, and estimated actuals for 2009-10 and

budgeted figures for 2010-11.

OXNARD UNION HIGH SCHOOL DISTRICT

General Fund Revenues, Expenditures and Changes in Fund Balance

Fiscal Years 2006-07, 2007-08, and 2008-09 (Audited);

Fiscal Year 2009-10 (Estimated Actual) and 2010-11 (Budgeted)

Revenues

Revenue Limit
Federal Revenue
Other State Revenue
Other Local Revenue
Total Revenue

Expenditures
Instruction

Instruction related activities
Pupil services

General administration

Plant services

Facility acquisition, construction
Ancillary services

Community services

Other outgo

Debt service

Total Expenditures

Other Financing Sources (Uses)

Beginning Balance
Increase (decrease) in fund balance

Ending Balance

2009-10

2006-07 2007-08 2008-09 Estimated 2010-11

Audited Audited Audited Actual Budget
$98,038,957 $102,710,911  $100,188,968 $ 88,235,836 $86,549,449
8,141,996 7,369,676 14,996,522 13,809,492 9,264,139
19,014,179 19,411,905 14,788,035 14,435,605 14,995,030
10,945,764 10,233,280 11,222,072 8,977,011 9,147,736
136,140,896 139,725,772 141,195,597 125,457,944 119,956,354
80,884,692 86,165,059 86,744,909 68,596,595 76,669,059
14,333,482 15,231,623 14,910,795 15,863,985 14,114,245
11,605,850 11,555,065 11,997,659 11,898,957 10,923,833
6,428,734 7,006,151 7,581,196 3,978,323 7,104,158
12,808,267 13,607,204 13,438,405 15,353,127 15,627,914
181,466 329,122 96,341 0 0
1,875,621 2,073,919 2,099,010 1,752,096 1,832,059
237,248 243,846 157,840 166,817 130,275
278,435 569,811 601,902 591,207 1,055,245
66,012 66,186 66,273 0 0
128,699,807 136,847,986 137,694,329 118,201,107 127,456,788
(660,496) (858,965) (202,636) (3,311,460) (4,928,585)
15,735,072 22,515,665 24,534,486 29,959,301* 33,904,671
6,780,593 2,018,821 3,298,632 3,945,377 (12,429,019)
$22,515,665 $24,534,486 $27,833,118 $33,904,671 $21,475,652

*Beginning balance for 2009-10 is based on 2008-09 Unaudited figures.

Source: The District.
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District Budget

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

School districts must adopt a budget on or before July 1 of each year. The budget must
be submitted to the county superintendent within five days of adoption or by July 1, whichever
occurs first. A district may be on either a dual or single budget cycle. The dual budget option
requires a revised and readopted budget by September 1 that is subject to State-mandated
standards and criteria. The revised budget must reflect changes in projected income and
expenses subsequent to July 1. The single budget is only readopted if it is disapproved by the
county office of education, or as needed. The District is on a single budget cycle and adopts its
budget on or before July 1.

For both dual and single budgets submitted on July 1, the county superintendent will
examine the adopted budget for compliance with the standards and criteria adopted by the
State Board of Education and identify technical corrections necessary to bring the budget into
compliance, will determine if the budget allows the district to meet its current obligations and will
determine if the budget is consistent with a financial plan that will enable the district to meet its
multi-year financial commitments. On or before August 15, the county superintendent will
approve or disapprove the adopted budget for each school district. Budgets will be disapproved
if they fail the above standards. The district board must be notified by August 15 of the county
superintendent's recommendations for revision and reasons for the recommendations. The
county superintendent may assign a fiscal advisor or appoint a committee to examine and
comment on the superintendent's recommendations. The committee must report its findings no
later than August 20. Any recommendations made by the county superintendent must be made
available by the district for public inspection. The law does not provide for conditional
approvals; budgets must be either approved or disapproved. No later than August 20, the
county superintendent must notify the Superintendent of Public Instruction of all school districts
whose budget has been disapproved.

For all dual budget options and for single and dual budget option districts whose budgets
have been disapproved, the district must revise and readopt its budget by September 8,
reflecting changes in projected income and expense since July 1, including responding to the
county superintendent's recommendations. The county superintendent must determine if the
budget conforms with the standards and criteria applicable to final district budgets and not later
than October 8, will approve or disapprove the revised budgets. If the budget is disapproved,
the county superintendent will call for the formation of a budget review committee pursuant to
Education Code Section 42127.1. Until a district's budget is approved, the district will operate
on the lesser of its proposed budget for the current fiscal year or the last budget adopted and
reviewed for the prior fiscal year.

Under the provisions of AB 1200, each school district is required to file interim
certifications with the county office of education as to its ability to meet its financial obligations
for the remainder of the then-current fiscal year and, based on current forecasts, for the
subsequent two fiscal years. The county office of education reviews the certification and issues
either a positive, negative or qualified certification. A positive certification is assigned to any



school district that will meet its financial obligations for the current fiscal year and subsequent
two fiscal years. A negative certification is assigned to any school district that will be unable to
meet its financial obligations for the remainder of the fiscal year or subsequent fiscal year. A
qualified certification is assigned to any school district that may not meet its financial obligations
for the current fiscal year or subsequent two fiscal years.

County Certification of Budgets and Interim Reports. During the past ten years, the
District has not had an adopted budget disapproved by the county superintendent of schools,
and has not received a “qualified” or a “negative” certification of an Interim Financial Report
pursuant to AB 1200. See “-Financial Statements” above for general fund budgeted figures for
2010-11.

State Funding of Education and Revenue Limitations

Annual State apportionments of basic and equalization aid to school districts for general
purposes are computed up to a revenue limit per unit of average daily attendance (“A.D.A.”).
Such apportionments will, generally speaking, amount to the difference between the District's
revenue limit and the District's local property tax allocation. Revenue limit calculations are
adjusted annually in accordance with a number of factors designed primarily to provide cost of
living increases and to equalize revenues among California school districts.

In the event that a school district's property tax revenue exceeds its calculated revenue
limit entittement, that school district retains all of its property tax revenue, and State
apportionments to that district are limited to the minimum “basic aid” amount of $120 per A.D.A.
set forth in the Constitution. Currently the State allocates basic aid funding to categorical
entittlements that would have been received in any event. Such districts are commonly known
as “Basic Aid Districts.” The District is not a Basic Aid district.

A schedule of the District's A.D.A. and base revenue limit during the past six years, as
well as a projection for 2010-11, is shown below.

OXNARD UNION HIGH SCHOOL DISTRICT
Average Daily Attendance and Revenue Limit
Fiscal Years 2004-05 through 2010-11

Base Revenue Limit

per Unit of Average Average Daily Total
Fiscal Year Daily Attendance Attendance Revenue Limit
2004-05 $5,630.86 14,495 $ 81,617,063
2005-06 5,043.68 14,521 86,308,177
2006-07 6,405.82 14,843 95,081,586
2007-08 6,695.62 15,118 101,224,383
2008-09 7,074.82 15,117 98,560,892
2009-10 7,374.82 15,023 90,456,064 @
2010-11 @ 7,345.82 14,888 89,290,702 @

(1) Total Revenue Limit includes 7.844% state deficit.
(2) Total Revenue Limit includes 18.355% state deficits.
(3) Projection.

Source: Oxnard Union High School District.

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



Revenue Sources
The District categorizes its general fund revenues into four sources:

OXNARD UNION HIGH SCHOOL DISTRICT
District Revenue Sources

Percentage of Total District General Fund Revenues

Revenue Source 2007-08 2008-09 2009-10™ 2010-11%®
Revenue limit sources ® 73.5% 71.4% 70.3% 72.1%
Federal revenues 53 10.6 11.0 7.7
Other State revenues 13.9 9.8 11.5 12.5
Other local revenues 7.3 8.0 71 7.6

(1) Unaudited.
(2) Budgeted.
Source: Oxnard Union High School District.

Revenue Limit Sources. Since fiscal year 1973-74, California school districts have
operated under general purpose revenue limits established by the State Legislature. In general,
revenue limits are calculated for each school district by multiplying (1) the average daily
attendance for such district by (2) a base revenue limit per unit of A.D.A. The revenue limit
calculations are adjusted annually in accordance with a number of factors designated primarily
to provide cost of living increases and to equalize revenues among all California school districts
of the same type.

Funding of the District's revenue limit is provided by a mix of (1) local property taxes and
(2) State apportionments of basic and equalization aid. Generally, the State apportionments will
amount to the difference between the District's revenue limit and its local property tax revenues.

Beginning in 1978-79, Proposition 13 and its implementing legislation provided for each
county to levy and collect all property taxes, and prescribed how levies on county-wide property
values are to be shared with local taxing entities within each county.

Federal Revenues. The federal government provides funding for several District
programs, including special education programs, programs under No Child Left Behind, the
Individuals With Disabilities Education Act, and specialized programs such as Drug Free
Schools.

Other State Revenues. As discussed above, the District receives State apportionment
of basic and equalization aid in an amount equal to the difference between the District's revenue
limit and its property tax revenues. In addition to such apportionment revenue, the District
receives substantial other State revenues.

These other State revenues are primarily restricted revenues funding items such as the
Special Education Master Plan, home-to-school transportation, Economic Impact Aid, and
mandated cost reimbursements.

The District receives State aid from the California State Lottery (the "Lottery"), which was
established by a constitutional amendment approved in the November 1984 general election.
Lottery revenues must be used for the education of students and cannot be used for non-
instructional purposes such as real property acquisition, facility construction, or the financing of
research. Moreover, State Proposition 20 approved in March 2000 requires that 50% of the
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increase in lottery revenues over 1997-98 levels must be restricted to use on instructional
materials. Lottery revenues generally comprise approximately 2% of general fund revenues.

Other Local Revenues. In addition to property taxes, the District receives additional
local revenues from items such as interest earnings and other local sources.

Long-Term Debt

The District has never defaulted on the payment of principal or interest on any of its
long-term indebtedness.

The following table summarizes the District’s outstanding long-term debt:

Balance, Due in
June 30, 2009 One Year

General obligation bonds (see below) $45,995,212 $1,430,000
Bond Anticipation Notes'" 11,857,957 -
Certificates of Participation 4,225,000 310,000
Municipal Leases 6,540,000 410,000
Municipal Lease discount (24,400) -
Accumulated Vacation — net 1,401,521 -
Supplemental Early Retirement 32,000 32,000
Net OPEB Obligation 13,097,281 -
Total $83,124,571 $2,182,000

(1) To be paid with the proceeds of the Bonds on September 1, 2010.

See “APPENDIX A - Audited Financial Statements of the District — Note 8 - Long-Term
Debt Obligations” for summaries and expected debt service requirements of the above-listed
long-term debt. See also “DEBT SERVICE SCHEDULES” and “THE DISTRICT -
Postemployment Benefits”.

General Obligation Bonds. The District has three series of general obligation refunding
bonds outstanding which are secured by ad valorem taxes in the same manner as the Series A
Bonds. The following table summarizes the outstanding general obligation bond debt.

Final Bonds outstanding
Issue Date Maturity Date June 30, 2009
April 1999 August 1, 2027 $ 7,905,212
May 2001 August 1, 2030 26,120,000
May 2003 August 1, 2027 11,970,000
Total $ 45,995,212

Municipal Leases. The District has entered into capital leases to finance the purchase
of a school bus, six portable classrooms and a restroom. All of these lease agreements provide
for title to pass to the District upon expiration of the lease periods. Future minimum lease
payments are as follows:
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OXNARD UNION HIGH SCHOOL DISTRICT
Outstanding Capital Lease Obligations

Fiscal Year Ending Principal Interest Total
2010 $ 410,000 $261,119 $671,119
2011 435,000 246,019 681,019
2012 450,000 229,906 679,906
2013 470,000 213,019 683,019
2014 490,000 195,129 685,129
2015-2019 1,125,000 831,155 1,956,155
2020-2024 1,410,000 581,072 1,991,072
2025-2029 1,750,000 243,000 1,993,000
Total $6,540,000 $2,800,419 $9,340,419

Source: Oxnard Union High School District.
Grants; Investigation Regarding Child Nutrition Program

The District receives financial assistance from Federal and State agencies in the form of
grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and are subject to audit
by the grantor agencies. Any disallowed claims resulting from such audits could become a
liability of the District's General Fund or other applicable funds.

The District has received information that reimbursement claims filed by the District for
the child nutrition program during fiscal years 2004-05 through 2007-08 may have overstated or
misclassified meals served in prior years. The California Department of Education, Nutrition
Services Division, is conducting an investigation of the matter. In addition, the District has
engaged the service of a certified fraud examiner in an attempt to determine whether or not
misstatements occurred in connection with the reimbursement claims. Estimates have been
used to derive free and reduced meal counts for Federal and State reporting purposes at some
or all of six comprehensive high schools at the District. The California Department of Education
(“CDE”) and the U.S. Department of Agriculture (“USDA”) require positive verification of every
meal claimed for reimbursement. A separate audit of the free and reduced meal counts for
fiscal years 2005-2006 through 2008-2009 is underway and the District has obtained a
preliminary estimate prepared by an independent accounting firm of overstated
reimbursements. The preliminary review has estimated disallowed revenues and estimates
have been provided to the CDE and the USDA for review and assisting in final calculation of
funds which may need to be returned. As of July 14, 2010, a repayment amount and scheduled
terms have not been determined.

Effect of State Budget on Revenues

Public school districts in California are dependent on revenues from the State for a large
portion of their operating budgets. California school districts generally receive the majority of
their operating revenues from various State sources. The primary source of funding for school
districts is the revenue limit, which is a combination of State funds and local property taxes (see
“—State Funding of Education and Revenue Limitations” above). State funds typically make up
the majority of a district’s revenue limit. School districts also receive substantial funding from
the State for various categorical programs.

The availability of State funds for public education is a function of constitutional
provisions affecting school district revenues and expenditures (see “CONSTITUTIONAL AND



STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS”), the condition of the State
economy (which affects total revenue available to the State general fund), and the annual State
budget process.

State Funding of Education and Recent State Budgets

General. The State requires that from all State revenues there first shall be set apart
the moneys to be applied for support of the public school system and public institutions of higher
education. Public school districts in California are dependent on revenues from the State for a
large portion of their operating budgets. California school districts receive an average of about
55% of their operating revenues from various State sources. The primary source of funding for
school districts is the revenue limit, which is a combination of State funds and local property
taxes (see “— State Funding of Education and Revenue Limitations” above). State funds
typically make up the majority of a district's revenue limit. School districts also receive
substantial funding from the State for various categorical programs.

The availability of State funds for public education is a function of constitutional
provisions affecting school district revenues and expenditures (see “CONSTITUTIONAL AND
STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND APPROPRIATIONS”),
the condition of the State economy (which affects total revenue available to the State general
fund), and the annual State budget process. Decreases in State revenues may significantly
affect appropriations made by the legislature to school districts.

The following information concerning the State’s budgets for the current and most recent
preceding years has been compiled from publicly-available information provided by the State.
Neither the District nor the County is responsible for the information relating to the State’s
budgets provided in this section. Further information is available from the Public Finance
Division of the State Treasurer’s Office.

The Budget Process. The State’s fiscal year begins on July 1 and ends on June 30.
The annual budget is proposed by the Governor by January 10 of each year for the next fiscal
year (the “Governor’s Budget’). Under State law, the annual proposed Governor's Budget
cannot provide for projected expenditures in excess of projected revenues and balances
available from prior fiscal years. Following the submission of the Governor's Budget, the
Legislature takes up the proposal.

Under the State Constitution, money may be drawn from the State Treasury only through
an appropriation made by law. The primary source of the annual expenditure authorizations is
the Budget Act as approved by the Legislature and signed by the Governor. The Budget Act
must be approved by a two-thirds majority vote of each House of the Legislature. The Governor
may reduce or eliminate specific line items in the Budget Act or any other appropriations bill
without vetoing the entire bill. Such individual line-item vetoes are subject to override by a two-
thirds vote of each House of the Legislature.

Appropriations also may be included in legislation other than the Budget Act. Bills
containing appropriations (except for K-14 education) must be approved by a two-thirds vote in
each House of the Legislature and be signed by the Governor. Bills containing K-14 education
appropriations only require a simple majority vote. Continuing appropriations, available without
regard to fiscal year, may also be provided by statute or the State Constitution.

Funds necessary to meet an appropriation need not be in the State Treasury at the time
such appropriation is enacted; revenues may be appropriated in anticipation of their receipt.

B-12



Recent State Budgets. Certain information about the State budgeting process and the
State Budget is available through several State of California sources. A convenient source of
information is the State’s website, where recent official statements for State bonds are posted.
The references to internet websites shown below are shown for reference and convenience
only, the information contained within the websites may not be current and has not been
reviewed by the District and is not incorporated in this Official Statement by reference.

« The California State Treasurer Internet home page at
www.treasurer.ca.gov, under the heading “Bond Information”, posts various State
of California Official Statements, many of which contain a summary of the current
State Budget, past State Budgets, and the impact of those budgets on school
districts in the State.

« The California State Treasurer's Office Internet home page at
www.treasurer.ca.gov, under the heading “Financial Information”, posts the
State’s audited financial statements. In addition, the Financial Information
section includes the State’s Rule 15¢2-12 filings for State bond issues. The
Financial Information section also includes the Overview of the State Economy
and Government, State Finances, State Indebtedness, Litigation from the State’s
most current Official Statement, which discusses the State budget and its impact
on school districts.

« The California Department of Finance’s Internet home page at
www.dof.ca.gov, under the heading “California Budget”, includes the text of
proposed and adopted State Budgets.

* The State Legislative Analyst's Office (the “LAO”) prepares analyses of
the proposed and adopted State budgets. The analyses are accessible on the
Legislative Analyst’s Internet home page at www.lao.ca.gov under the heading
“Subject Area — Budget (State)”.

Tax Shifts and Triple Flip. Assembly Bill No. 1755 (“AB 1755"), introduced March 10,
2003 and substantially amended June 23, 2003, requires the shifting of property taxes between
redevelopment agencies and schools. On July 29, 2003, the Assembly amended Senate Bill No.
1045 to incorporate all of the provisions of AB 1755, except that the Assembly reduced the
amount of the required ERAF shift to $135 million. Legislation commonly referred to as the
"Triple Flip," was approved by the voters on March 2, 2004, as part of a bond initiative formally
known as the "California Economic Recovery Act." This act authorized the issuance of $15
billion in bonds to finance the 2002-03 and 2003-04 State budget deficits, which are payable
from a fund established by the redirection of tax revenues through the "Triple Flip." Under the
"Triple Flip", one-quarter of local governments' 1% share of the sales tax imposed on taxable
transactions within their jurisdiction are redirected to the State. In an effort to eliminate the
adverse impact of the sales tax revenue redirection on local government, the legislation
redirects property taxes in the ERAF to local government. Because the ERAF monies were
previously earmarked for schools, the legislation provides for schools to receive other state
general fund revenues. It is expected that the swap of sales taxes for property taxes would
terminate once the deficit financing bonds were repaid, which is currently expected to occur in
approximately 9 to 13 years.

2009-10 Adopted State Budget. The following is a summary of legislative actions
taken with respect to the 2009-10 Budget.
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January 9, 2009. The Governor submitted his proposed 2009-10 Budget (the “2009-10
Proposed Budget’) to the State Legislature. The 2009-10 Proposed Budget assumed that,
without corrective action, the State would face a deficit of $39.6 billion at the end of 2009-10.
The 2009-10 Proposed Budget proposed $41.7 billion in budgetary solutions to close the gap
and establish a $2.2 billion reserve, including: the issuance of $4.7 billion in revenue anticipation
warrants, capturing savings in K-14 education through spending reductions, accounting
changes and cost deferrals and raising $5 billion in proceeds with the securitization of lottery
revenues. Many of the Governor’s proposals required voter approval to be implemented.

February 19, 2009. The California Legislature voted to approve a budget package (the
“Budget Package”) addressing the State’s $42 billion deficit, which included $15 billion in State
spending reductions, $12.8 billion in temporary tax increases (including an increase in the
vehicle license fee and an increase in State sales and income taxes), $11.4 billion in borrowing
and a $1 billion reserve. The Budget Package included revisions to the 2008-09 Budget and
adoption of the 2009-10 Budget, covering a 17-month period ending July 1, 2010 (the “budget
year”), addressing spending reductions, revenue increases, economic stimulus and increasing
governmental efficiency. Several key propositions in the Budget Package required voter
approval at a special election, but were ultimately rejected by the voters.

February 13, 2009. The U.S. House of Representatives and the Senate approved the
American Recovery and Reinvestment Act, committing a total of $787 billion nationwide. A
report issued by the LAO entitled “Federal Economic Stimulus Package: Fiscal Effect on
California” estimated that the State will receive over $31 billion in aid and billions more in
competitive grants, about $8 billion of which would be available in 2008-09 and 2009-10.

February 20, 2009. The Governor signed the Budget Package. The Governor used his
line item veto power in an attempt to achieve $1 billion more in savings, including replacing
general fund appropriations for higher education with federal funds, and reforms and cost-
saving measures for state prisons.

May 14, 2009 Budget Revision. Under California law, in May of each year the Governor
issues a revised budget with changes he or she can support, based on the debate, analysis and
changes in the economic forecasts. On May 14, 2009, the Governor released the May Revision,
which included two alternative proposals to revise the State budget to address the State’s
increasing deficit, based on the success or failure of the statewide ballot measures on the May
19, 2009 special election ballot.

Because the voters of the State rejected the three propositions on the special election
ballot intended to help balance the State’s budget, the May Revision estimated a budget
shortfall of $21 billion in 2009-10, meaning that the Legislature and the Governor would need to
agree to billions of dollars in additional spending cuts, tax increases or other budgetary solutions
to bring the budget back into balance.

Governor Declares Fiscal Emergency; State Begins Issuing 10U’s; Budget Compromise
Announced. The Governor announced on July 1 that the budget deficit had grown by $2 billion
to $26.3 billion due to the failure of State lawmakers to adopt immediate education cuts and
money-shifting plans by the June 30 fiscal year end. He declared a fiscal emergency and
ordered a special session of the Legislature to solve the State’s deficit, ordered State
employees to take three unpaid furlough days every month and proposed closing the additional
$2 billion shortfall largely by cutting school spending even further. To address the State’s cash
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crisis, on July 2 the State began issuing registered warrants, or IOU’s, to several classes of
creditors, including certain local governments.

2009-10 State Budget Amendments. On July 24, 2009, the California Legislature

approved amendments to the 2009-10 Budget involving 30 separate pieces of legislation to
close the $26.3 billion shortfall in the State’s 2009-10 Budget. The Governor signed the budget
plan on July 28. Total general fund spending in 2009-10 will be more than $84 billion, down from
nearly $91.7 billion in 2008-09 and nearly $103 billion in 2007-08. The budget amendments
combine deep spending cuts, borrowing from local governments and accounting maneuvers.

The $15.3 billion in additional spending cuts include:
$6.1 billion from the K-14 education budget.
$2.8 billion from the California State University and University of California systems.

$1.3 billion in savings by furloughing nearly 200,000 state workers three days out of
each month.

Approximately $3.2 billion from health and human services, including $1.3 billion in cuts
to Medicaid.

The approved amendments include borrowing from local governments and various

accounting maneuvers to generate additional revenues in the 2009-10:

$2 billion borrowed from county property tax collections under provisions of Proposition
1A approved by the voters in 2004, but the State must repay counties with interest within
three years.

$1.7 billion shift from redevelopment agencies into State funds in exchange for
extending the number of years the agencies could collect tax increment.

$1 billion in revenues to be generated by selling a portion of the State Compensation
Insurance Fund's workers compensation insurance portfolio.

$1.2 billion in savings from a one-time deferment of state worker paychecks for one day,
moving them into the next fiscal year.

$1.7 billion in revenues by requiring taxpayers who make quarterly estimated payments
to pay more in the first six months. This will result in lower revenues in the first half of the
next fiscal year.

$600 million in revenues by increasing income tax withholdings from paychecks. This
allows the State to grab more tax revenue earlier but will result in lower revenue later
due to higher tax refunds or less taxes owed.

The accounting shifts rely on the assumption that an economic recovery will be well

underway in the next fiscal year and many economists believe that they will result in a huge
budget shortfall next year. Additionally, borrowing revenues from local governments is likely to
result in litigation.

The approved budget amendments discarded plans to take $1 billion in gasoline tax
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revenues from local governments and failed to approve $100 million in revenue from oil leases
to be sold in the Santa Barbara Channel. Instead, the Legislature intended that the $1.1 billion
difference was to be made up from the general fund reserve. The Governor, however, exercised
his line-item veto power to make nearly $500 million in additional cuts to social services, state
prisons and higher education, and providing for a general fund reserve of $500 million.

K-14 Spending Cuts. Total Proposition 98 funding is reduced by $2.1 billion in 2008-09
and $4.5 billion in 2009-10 compared to the levels appropriated in the February Budget
Package. However, Proposition 98 general fund savings are $5.3 billion in 2009-10 because of
the property tax shift of $850 million from redevelopment agencies to schools.

Additional detail with respect to the effect of the budget amendments relating to K-14
education follows:

- A $1.6 billion “recapture” of 2008-09 categorical funding for schools that had been
appropriated but not actually sent to districts and county offices. This was seen as the
only way to reduce funding for the fiscal year ending 2008-09, thereby lowering the base
for 2009-10. To equalize the impact among all districts, the categorical cuts will be
restored in 2009-10 and an equal amount of approximately $250 per ADA will be
reduced from revenue limits statewide.

- $2.4 billion from 2009-10 general-purpose spending for local educational agencies
resulting in cuts of approximately $390 per ADA.

- $1.7 billion of 2009-10 payments that will be deferred from April and May into August of
fiscal year 2010-11.

Additional changes include provisions to permit school districts to reduce the number of
school days by five days to 175 days through 2012-13 and lowering the reserve requirement for
economic uncertainty to one-third of the usual requirement.

Redevelopment Agencies. The approved budget amendments include taking $2.05
billion in redevelopment funds ($1.7 billion in 2009-10 and $350 million in 2010-11), to be
deposited in county “Supplemental” Educational Revenue Augmentation Funds (“SERAF”) in
order to meet the State’s Proposition 98 obligations to schools. The structure for taking
redevelopment revenue is similar to last year's budget trailer bill, AB 1389, which attempted to
take $350 million. The Department of Finance will determine each agency’s SERAF payment by
November 15 of each year, calculated based on half of each agency’s net tax increment (net of
pass-throughs) and half on gross tax income. Payments are due by May 10 of the applicable
year and agencies that do not make their payment by this date must increase their housing set
aside to 25% for the remainder of the redevelopment project area’s life. The increased housing
set-aside lasts until the required payments have been made and means that an agency could
not adopt a new redevelopment plan, amend an existing plan to add territory, issue bonds,
further encumber funds or expend any moneys derived from any source except to pay pre-
existing indebtedness, contractual obligations and 75% of the amount expended on agency
administration for the preceding fiscal year.

The California Redevelopment Association (“CRA”) filed a lawsuit to challenge the
State’s taking redevelopment funds approved in the budget amendments. The CRA was
successful in overturning the ERAF shift authorized by AB 1389 last year. On May 4, 2010, the
Superior Court ruled that the 2009 SERAF Legislation is constitutional. However, the CRA has
announced that it will appeal the judgment of the Superior Court and that it will seek a



temporary stay of the judgment from the California Court of Appeal pending the appeal.

2010-11 State Budget. Set forth below is a summary of information available with
respect to the 2010-11 State Budget.

November 18, 2009 - LAO Report on Fiscal Year 20010-11. On November 18, 2009, the
LAO released a report entitled “The 2010-11 Budget: California's Fiscal Outlook,” in which it
forecast that the State will need to address a general fund budget problem of $20.7 billion
between now and the time the Legislature enacts a fiscal year 2010-11 State budget plan. The
budget problem consists of a $6.3 billion projected deficit for fiscal year 2009-10 and a $14.4
billion gap between projected revenues and spending in fiscal year 2010-11.

January 8, 2010 — 2010-11 Proposed Budget Submitted by Governor to Legislature.
The Governor submitted his 2010-11 Budget to the State Legislature. The 2010-11 Proposed
Budget acknowledges a projected budget gap of $19.9 billion, comprised of a 2009-10 shortfall
of $6.6 billion, a 2010-11 budget year shortfall of $12.3 billion and a modest reserve of $1
billion. The Governor proposes a combination of spending reductions, alternative funding, fund
shifts and additional federal funds to close the $19.9 billion budget gap. Approximately 40% of
the solutions rely on the federal government for funding or flexibility, another 40% rely on
reductions in State spending, and the remaining 20% consists of various fund shifts.

With respect to K-12 funding, the 2010-11 Budget proposes full funding of the
Proposition 98 minimum guarantee, but a reduction of approximately 10% in funding for
administration and other non-instruction related spending. The Budget includes various flexible
spending propositions, including those with respect to teacher seniority, substitute costs, staffing
notification requirements, and reduced school year. Non-Proposition 98 programs funded with
State general fund monies are reduced by $2 million, or 0.2%.

January 12, 2010 — LAO Report: Overview of the Governor's Budget. On January 12,
2010, the LAO commented on the 2010-11 Proposed Budget, stating that the Governor's
estimate of a $18.9 billion budget problem is reasonable but is $3.1 billion smaller shortfall than
the LAO estimates and may be exacerbated by various lawsuits. The LAO also noted that the
Governor’'s plan relies heavily on federal relief, which the state is unlikely to receive in the
amounts requested. The Legislature needs to assume that the federal relief will total billions
less than the Governor budgets for and will need to make difficult decisions regarding both
revenues and spending and needs to make many key decisions by the end of March in order to
implement them for the next fiscal year.

February 25, 2010 — LAO Report. The LAO released a report commenting on the 2010-
11 Proposed Budget's Proposition 98 and K-12 Education proposals. The LAO report states
that the Governor’s Proposed Budget would result in reductions in Proposition 98 funding levels
from what is currently required by approximately $2.2 billion in 2009-10 and approximately $3.2
billion in 2010-11. K-12 revenue limit funding would be cut by $1.5 billion and virtually all
education mandates would be suspended in 2010-11. These reductions are based in part on
his interpretation of “minimum guarantee” as described under “Proposition 98 Funding” above.
According to the LAO report, the 2010-11 Proposed Budget takes steps in the right direction by
reducing costs, providing flexibility and seeking federal funding, but it also misses opportunities
for meaningful reform and is based on several assumptions that, if they do not come to pass,
would render the plan unworkable.

May 12, 2010 — Governor Submits May Revise to 2010-11 Budget. The Governor
submitted a revised 2010-11 Budget which calls for $12.4 billion in spending cuts to help bridge




a $20 billion deficit over the next fiscal year. The Governor's May 2010 Budget Revision
estimates a general fund budget gap of $19.1 billion, $7.7 billion for the 2009-10 fiscal year,
$10.2 billion for the 2010-11 fiscal year, and a modest reserve of $1.2 billion. The May Revision
proposes $12.4 billion in spending reductions and alternative funding solutions, representing
two-thirds of the solutions, borrowing and fund shifts totaling approximately 10% of the solutions
and approximately 5% of the package relies on new revenues. Major spending reduction
proposals include reductions of $4.3 billion of Proposition 98 spending, including the elimination
of need-based, subsidized childcare, reductions of $2.1 billion by reducing state employees pay
and staffing and shifting pension costs to employees, and the elimination of the CalWORKs
program, which provides cash grants and welfare-to-work services, representing $1.2 billion in
savings.

LAO Report. On May 18, 2010, the LAO published its comments on the May Revision
stating that the Governor’s estimate of the budget shortfall is reasonable. However, the LAO
Report advises the Legislature to reject the Governor's most drastic spending cuts, particularly
the elimination of CalWORKs and child care funding, instituting instead the LAO’s alternative
spending reduction proposals, and adopting selective revenue increases from fee increases and
other non-tax revenues and targeted tax increases. Additionally, the LAO Report urges the
Legislature to suspend Proposition 98 if the minimum guarantee is above the level that the state
can afford. The LAO predicts that even if the Legislature approves all of the painful cuts and
realizes the savings assumed by the Governor's May Revision, a multibillion-dollar operating
deficit between $4 billion and $7 billion is likely to persist in future years.

July 1, 2010: 2010-11 Fiscal Year Begins. The June 15, 2010 deadline for the State
legislature to pass the State Budget bill has passed and the 2010-11 Budget Act, which must be
approved by a two-thirds majority vote of each House of the Legislature, has not yet been
approved. The District cannot predict when the 2010-11 State Budget will be approved or what
impact it might have on the District’s finances.

Information about State budgets is regularly available at various State-maintained
websites. See: www.dof.ca.gov, under the heading “California Budget”. Additionally, an
impartial analysis of the budget is posted by the Office of the Legislative Analyst at
www.lao.ca.gov. The information referred to is prepared by the respective State agency
maintaining each website and not by the District, and the District takes no responsibility for the
continued accuracy of the internet addresses or for the accuracy, completeness or timeliness of
information posted there, and such information is not incorporated in this Official Statement by
these references.

Uncertainty Regarding Future State Budgets. The District cannot predict what
actions will be taken in future years by the State Legislature and the Governor to address the
State’s current or future budget deficits. Future State budgets will be affected by national and
state economic conditions and other factors over which the District has no control. The District
cannot predict what impact any future budget proposals will have on the financial condition of
the District. To the extent that the State budget process results in reduced revenues to the
District, the District will be required to make adjustments to its budgets.

The State has not entered into any contractual commitment with the District, the County,
or the Owners of the Bonds to provide State budget information to the District or the owners of
the Bonds. Although they believe the State sources of information listed above are reliable, the
District does not assume any responsibility for the accuracy of the State Budget information set
forth or referred to in this Official Statement or incorporated herein.
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2010 Legal Challenge to State Funding of Education

The application of Proposition 98 and other statutory regulations has become
increasingly difficult to predict accurately in recent years. For a discussion of how the provisions
of Proposition 98 have been applied to school funding see “DISTRICT FINANCIAL
INFORMATION - State Funding of Education and Recent State Budgets.”

On May 20, 2010, a plaintiff class of numerous current California public school students
and the Alameda Unified, Alpine Union, Del Norte County Unified, Folsom Cordova Unified,
Hemet Unified, Porterville Unified, Riverside Unified, San Francisco Unified, and Santa Ana
Unified School Districts, together with the California Congress of Parents, Teachers & Students,
the Association of California School Administrators and the California School Boards
Association filed suit in Alameda County Superior Court challenging the system of financing for
public schools in California as unconstitutional. In Maya Robles-Wong, et al. v. State of
California, plaintiffs seek declaratory and injunctive relief, including a permanent injunction
compelling the State to abandon the existing system of public school finance. The District
cannot predict the outcome of the Robles-Wong litigation, however, if successful, the lawsuit
could result in a change in how school finance is implemented in the State of California.

CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT
REVENUES AND APPROPRIATIONS

Principal of and interest on the Bonds are payable from the proceeds of an ad valorem
tax levied by the County for the payment thereof. Articles XIIIA, XIIB, XIlIC, and XIIID of the
State Constitution, Propositions 62, 98, 111, 187 and 218, and certain other provisions of law
discussed below, are included in this section to describe the potential effect of these
Constitutional and statutory measures on the ability of the District to levy taxes and spend tax
proceeds for operating and other purposes, and it should not be inferred from the inclusion of
such materials that these laws impose any limitation on the ability of the District to levy taxes for
payment of the Bonds. The tax levied by the County for payment of the Bonds was approved by
the District's voters in compliance with Article XIIIA and all applicable laws.

Article XIIIA of the California Constitution

Basic Property Tax Levy. On June 6, 1978, California voters approved Proposition 13
("Proposition 13"), which added Article XIIIA to the State Constitution ("Article XIIIA"). Article
XA limits the amount of any ad valorem tax on real property to 1% of the full cash value
thereof, except that additional ad valorem taxes may be levied to pay debt service on (i)
indebtedness approved by the voters prior to July 1, 1978, (ii) (as a result of an amendment to
Article XIIIA approved by State voters on June 3, 1986) on bonded indebtedness for the
acquisition or improvement of real property which has been approved on or after July 1, 1978 by
two-thirds of the voters on such indebtedness, and (iii) bonded indebtedness incurred by a
school district or community college district for the construction, reconstruction, rehabilitation or
replacement of school facilities or the acquisition or lease of real property for school facilities,
approved by 55% of the voters of the district, but only if certain accountability measures are
included in the proposition. As described under “THE BONDS — Authority for Issuance”, the
District received authorization by a requisite 55% of voters to issue the Bonds and has stated
that it will comply with all applicable accountability measures required by law. Article XIIIA
defines full cash value to mean "the county assessor’s valuation of real property as shown on
the 1975-76 tax bill under full cash value, or thereafter, the appraised value of real property
when purchased, newly constructed, or a change in ownership have occurred after the 1975
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assessment". This full cash value may be increased at a rate not to exceed 2% per year to
account for inflation.

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

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

Legislation Implementing Article XIlIA. Legislation has been enacted and amended a
number of times since 1978 to implement Article XIIIA. Under current law, local agencies are no
longer permitted to levy directly any property tax (except to pay voter-approved indebtedness).
The 1% property tax is automatically levied by the county and distributed according to a formula
among taxing agencies. The formula apportions the tax roughly in proportion to the relative
shares of taxes levied prior to 1979.

Increases of assessed valuation resulting from reappraisals of property due to new
construction, change in ownership or from the annual adjustment not to exceed 2% are
allocated among the various jurisdictions in the “taxing area” based upon their respective “situs.”
Any such allocation made to a local agency continues as part of its allocation in future years.

Inflationary Adjustment of Assessed Valuation. As described above, the assessed
value of a property may be increased at a rate not to exceed 2% per year to account for
inflation. On December 27, 2001, the Orange County Superior Court, in County of Orange v.
Orange County Assessment Appeals Board No. 3, held that where a home’s taxable value did
not increase for two years, due to a flat real estate market, the Orange County assessor violated
the 2% inflation adjustment provision of Article XIlIIA, when the assessor tried to "recapture” the
tax value of the property by increasing its assessed value by 4% in a single year. The
assessors in most California counties, including the County, use a similar methodology in
raising the taxable values of property beyond 2% in a single year. The State Board of
Equalization has approved this methodology for increasing assessed values. On appeal, the
Appellate Court held that the trial court erred in ruling that assessments are always limited to no
more than 2% of the previous year’s assessment. On May 10, 2004 a petition for review was
filed with the California Supreme Court. The petition has been denied by the California
Supreme Court. As a result of this litigation, the “recapture” provision described above may
continue to employed in determining the full cash value of property for property tax purposes.

Unitary Property

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

Article XIIIB (“Article XIlIB”) of the State Constitution, as subsequently amended by
Propositions 98 and 111, respectively, limits the annual appropriations of the State and of any
city, county, school district, authority or other political subdivision of the State to the level of
appropriations of the particular governmental entity for the prior fiscal year, as adjusted for
changes in the cost of living and in population and for transfers in the financial responsibility for
providing services and for certain declared emergencies. For fiscal years beginning on or after
July 1, 1990, the appropriations limit of each entity of government shall be the appropriations
limit for the 1986-87 fiscal year adjusted for the changes made from that fiscal year under the
provisions of Article XIIIB, as amended.

The appropriations of an entity of local government subject to Article XIIIB limitations
include the proceeds of taxes levied by or for that entity and the proceeds of certain state
subventions to that entity. “Proceeds of taxes” include, but are not limited to, all tax revenues
and the proceeds to the entity from (a) regulatory licenses, user charges and user fees (but only
to the extent that these proceeds exceed the reasonable costs in providing the regulation,
product or service), and (b) the investment of tax revenues.

Appropriations subject to limitation do not include (a) refunds of taxes, (b) appropriations
for debt service, (c) appropriations required to comply with certain mandates of the courts or the
federal government, (d) appropriations of certain special districts, (e) appropriations for all
qualified capital outlay projects as defined by the legislature, (f) appropriations derived from
certain fuel and vehicle taxes and (g) appropriations derived from certain taxes on tobacco
products.

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

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

Article XIIIC and Article XIIID of the California Constitution

On November 5, 1996, the voters of the State of California approved Proposition 218,
popularly known as the “Right to Vote on Taxes Act.” Proposition 218 added to the California
Constitution Articles XIIIC and XIIID (respectively, “Article XIIIC” and “Article XIlID”), which
contain a number of provisions affecting the ability of local agencies, including school districts,
to levy and collect both existing and future taxes, assessments, fees and charges.

According to the “Title and Summary” of Proposition 218 prepared by the California
Attorney General, Proposition 218 limits “the authority of local governments to impose taxes and
property-related assessments, fees and charges.” Among other things, Article XIIIC establishes
that every tax is either a “general tax” (imposed for general governmental purposes) or a
“special tax” (imposed for specific purposes), prohibits special purpose government agencies
such as school districts from levying general taxes, and prohibits any local agency from
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imposing, extending or increasing any special tax beyond its maximum authorized rate without a
two-thirds vote; and also provides that the initiative power will not be limited in matters of
reducing or repealing local taxes, assessments, fees and charges. Article XIIIC further provides
that no tax may be assessed on property other than ad valorem property taxes imposed in
accordance with Articles XlII and XIIIA of the California Constitution and special taxes approved
by a two-thirds vote under Article XIIIA, Section 4. Article XIIID deals with assessments and
property-related fees and charges, and explicitly provides that nothing in Article XIIIC or XIIID
will be construed to affect existing laws relating to the imposition of fees or charges as a
condition of property development.

Proposition 218 does not affect the ad valorem property taxes to be levied by the County
to pay debt service on the Bonds.

Proposition 62

A statutory initiative (“Proposition 62”) was adopted by the voters at the November 4,
1986, general election which (a) requires that any new or higher taxes for general governmental
purposes imposed by local governmental entities such as the District be approved by a two-
thirds vote of the governmental entity’s legislative body and by a majority vote of the voters of
the governmental entity voting in an election on the tax, (b)requires that any special tax
(defined as taxes levied for other than general governmental purposes) imposed by a local
governmental entity be approved by a two-thirds vote of the voters of the governmental entity
voting in an election on the tax, (c) restricts the use of revenues from a special tax to the
purposes or for the service for which the special tax was imposed, (d) prohibits the imposition of
ad valorem taxes on real property by local governmental entities except as permitted by
Article XIIIA, (e) prohibits the imposition of transaction taxes and sales taxes on the sale of real
property by local governmental entities, and (f) requires that any tax imposed by a local
governmental entity on or after August 1, 1985, be ratified by a majority vote of the voters voting
in an election on the tax within two years of the adoption of the initiative or be terminated by
November 15, 1988.

California appellate court cases have overturned the provisions of Proposition 62
pertaining to the imposition of taxes for general government purposes. However, the California
Supreme Court upheld Proposition 62 in its decision on August 28, 1995, in Fresno County
Transportation Authority v. Guardino.  This decision reaffirmed the constitutionality of
Proposition 62. Certain matters regarding Proposition 62 were not addressed in the Supreme
Court’s decision, such as what remedies exist for taxpayers subject to a tax not in compliance
with Proposition 62, and whether the decision applies to charter cities. The District has not
experienced any substantive adverse financial impact as a result of the passage of this initiative.

Proposition 98

On November 8, 1988, California voters approved Proposition 98, a combined initiative
constitutional amendment and statute called the “Classroom Instructional Improvement and
Accountability Act” (the “Accountability Act’). Certain provisions of the Accountability Act
have, however, been modified by Proposition 111, discussed below, the provisions of which
became effective on July 1, 1990. The Accountability Act changes State funding of public
education below the university level and the operation of the State’s appropriations limit. The
Accountability Act guarantees State funding for K-12 school districts and community college
districts (hereinafter referred to collectively as “K-14 school districts”) at a level equal to the
greater of (a) the same percentage of general fund revenues as the percentage appropriated to
such districts in 1986-87, and (b) the amount actually appropriated to such districts from the
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general fund in the previous fiscal year, adjusted for increases in enrollment and changes in the
cost of living. The Accountability Act permits the Legislature to suspend this formula for a one-
year period.

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

Proposition 111

On June 5, 1990, the voters approved Proposition 111 (Senate Constitutional
Amendment No. 1) called the “Traffic Congestion Relief and Spending Limit Act of 1990”
(“Proposition 111”) which further modified Article XIlIB and Sections 8 and 8.5 of Article XVI of
the State Constitution with respect to appropriations limitations and school funding priority and
allocation.

The most significant provisions of Proposition 111 are summarized as follows:

Annual Adjustments to Spending Limit. The annual adjustments to the Article XIIIB
spending limit were liberalized to be more closely linked to the rate of economic growth. Instead
of being tied to the Consumer Price Index, the “change in the cost of living” is now measured by
the change in California per capita personal income. The definition of “change in population”
specifies that a portion of the State’s spending limit is to be adjusted to reflect changes in school
attendance.

Treatment of Excess Tax Revenues. “Excess” tax revenues with respect to Article
XIIIB are now determined based on a two-year cycle, so that the State can avoid having to
return to taxpayers excess tax revenues in one year if its appropriations in the next fiscal year
are under its limit. In addition, the Proposition 98 provision regarding excess tax revenues was
modified. After any two-year period, if there are excess State tax revenues, 50% of the excess
are to be transferred to K-14 school districts with the balance returned to taxpayers; under prior
law, 100% of excess State tax revenues went to K-14 school districts, but only up to a maximum
of 4% of the schools’ minimum funding level. Also, reversing prior law, any excess State tax
revenues transferred to K-14 school districts are not built into the school districts’ base
expenditures for calculating their entitlement for State aid in the next year, and the State’s
appropriations limit is not to be increased by this amount.

Exclusions from Spending Limit. Two exceptions were added to the calculation of
appropriations which are subject to the Article XIIIB spending limit. First, there are excluded all
appropriations for “qualified capital outlay projects” as defined by the Legislature. Second, there
are excluded any increases in gasoline taxes above the 1990 level (then nine cents per gallon),
sales and use taxes on such increment in gasoline taxes, and increases in receipts from vehicle
weight fees above the levels in effect on January 1, 1990. These latter provisions were
necessary to make effective the transportation funding package approved by the Legislature
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and the Governor, which expected to raise over $15 billion in additional taxes from 1990 through
2000 to fund transportation programs.

Recalculation of Appropriations Limit. The Article XIlIB appropriations limit for each
unit of government, including the State, is to be recalculated beginning in fiscal year 1990-91. It
is based on the actual limit for fiscal year 1986-87, adjusted forward to 1990-91 as if
Proposition 111 had been in effect.

School Funding Guarantee. There is a complex adjustment in the formula enacted in
Proposition 98 which guarantees K-14 school districts a certain amount of State general fund
revenues. Under prior law, K-14 school districts were guaranteed the greater of (1) 40.9% of
State general fund revenues (the “first test”) or (2) the amount appropriated in the prior year
adjusted for changes in the cost of living (measured as in Article XIIIB by reference to per capita
personal income) and enroliment (the “second test”). Under Proposition 111, schools will
receive the greater of (1) the first test, (2) the second test, or (3) a third test, which will replace
the second test in any year when growth in per capita State general fund revenues from the
prior year is less than the annual growth in California per capita personal income. Under the
third test, schools will receive the amount appropriated in the prior year adjusted for change in
enrollment and per capita State general fund revenues, plus an additional small adjustment
factor. If the third test is used in any year, the difference between the third test and the second
test will become a “credit” to schools which will be paid in future years when State general fund
revenue growth exceeds personal income growth.

Proposition 1A

On November 2, 2004, California voters approved Proposition 1A, which amends the
State constitution to significantly reduce the State's authority over major local government
revenue sources. Under Proposition 1A, the State can not (i) reduce local sales tax rates or
alter the method of allocating the revenue generated by such taxes, (ii) shift property taxes from
local governments to schools or community colleges, (iii) change how property tax revenues are
shared among local governments without two-thirds approval of both houses of the State
Legislature or (iv) decrease Vehicle License Fee revenues without providing local governments
with equal replacement funding. Beginning, in 2008-09, the State may shift to schools and
community colleges a limited amount of local government property tax revenue if certain
conditions are met, including: (i) a proclamation by the Governor that the shift is needed due to
a severe financial hardship of the State, and (ii) approval of the shift by the State Legislature
with a two-thirds vote of both houses. Under such a shift, the State must repay local
governments for their property tax losses, with interest, within three years. Proposition 1A does
allow the State to approve voluntary exchanges of local sales tax and property tax revenues
among local governments within a county. Proposition 1A also amends the State Constitution
to require the State to suspend certain State laws creating mandates in any year that the State
does not fully reimburse local governments for their costs to comply with the mandates. This
provision does not apply to mandates relating to schools or community colleges or to those
mandates relating to employee rights.

Application of Constitutional and Statutory Provisions; Recent Lawsuit
The application of Proposition 98 and other statutory regulations has become
increasingly difficult to predict accurately in recent years. For a discussion of how the provisions

of Proposition 98 have been applied to school funding see “DISTRICT FINANCIAL
INFORMATION - State Funding of Education and Recent State Budgets.”
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On May 20, 2010, a plaintiff class of numerous current California public school students
and the Alameda Unified, Alpine Union, Del Norte County Unified, Folsom Cordova Unified,
Hemet Unified, Porterville Unified, Riverside Unified, San Francisco Unified, and Santa Ana
Unified School Districts, together with the California Congress of Parents, Teachers & Students,
the Association of California School Administrators and the California School Boards
Association filed suit in Alameda County Superior Court challenging the system of financing for
public schools in California as unconstitutional. In Maya Robles-Wong, et al. v. State of
California, plaintiffs seek declaratory and injunctive relief, including a permanent injunction
compelling the State to abandon the existing system of public school finance that is
intentionally, rationally and demonstrably aligned with the State’s prescribed educational
program and provides equal access and an equal educational opportunity to all school-aged
children in the State. The District cannot predict the outcome of the Robles-Wong litigation.

Future Initiatives

Article XIIIA, Article XIlIB, Article XIIIC and Article XIIID of the California Constitution and
Propositions 98 and 111 were each adopted as measures that qualified for the ballot under the
State’s initiative process. From time to time other initiative measures could be adopted further
affecting District revenues or the District’s ability to expend revenues. The nature and impact of
these measures cannot be anticipated by the District.

B-25



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX C

GENERAL INFORMATION ABOUT THE CITY OF OXNARD
AND VENTURA COUNTY

The Series A Bonds are not a debt of the City of Oxnard (the “City”) or the County of
Ventura (the “County”). The County, including its Board of Supervisors, officers, officials,
agents and other employees, are required, only to the extent required by law, to: (i) levy and
collect ad valorem taxes for payment of the Series A Bonds in accordance with the law; and (ii)
transmit the proceeds of such taxes to the paying agent for the payment of the principal of and
interest on the Series A Bonds at the time such payment is due.

Population

The table below shows population estimates for the City, County of Ventura and the
State of California for the last five years.

CITY OF OXNARD, COUNTY OF VENTURA
AND STATE OF CALIFORNIA
Population Estimates

Calendar City of County of State of
Year Oxnard Ventura California
2006 189,846 817,315 37,195,240
2007 192,440 823,129 37,559,440
2008 193,892 827,267 37,883,992
2009 196,885 835,298 38,255,508
2010 200,004 844,713 38,648,090

Source: State Department of Finance estimates.



Employment and Industry

The following table shows civilian labor force and wage and salary employment data for
the Oxnard-Thousand Oaks-Ventura Metropolitan Statistical Area, which is coterminous with
Ventura County and, therefore, includes the City of Oxnard, for the past five calendar years.
These figures are area-wide statistics and may not necessarily accurately reflect employment
trends in the City.

OXNARD-THOUSAND OAKS-VENTURA METROPOLITAN STATISTICAL AREA
Civilian Labor Force, Employment and Unemployment
(Annual Averages)

2005 2006 2007 2008 2009

Civilian Labor Force 413,900 416,800 422,000 425,600 431,400
Employment 391,600 396,800 403,800 404,900 404,400
Unemployment 22,200 19,900 18,100 20,700 26,900
Unemployment Rate 5.4% 4.8% 4.3% 4.9% 6.2%
Wage and Salary Employment:

Agriculture 20,700 22,500 22,900 24,000 25,100
Mining and Logging 700 800 1,100 1,100 1,200
Construction 16,900 18,800 20,500 18,800 16,700
Manufacturing 38,300 37,700 38,400 38,000 35,900
Wholesale Trade 12,200 12,500 12,600 13,000 12,800
Retail Trade 35,300 36,500 37,600 37,600 37,300
Trans., Warehousing and Utilities 5,700 5,800 6,100 6,100 6,000
Information 6,800 6,200 6,000 5,800 5,600
Finance and Insurance 19,800 20,000 19,600 17,900 16,400
Real Estate and Rental and Leasing 4,400 4,400 4,500 4,800 4,700
Professional and Business Services 37,300 38,300 39,300 38,300 38,300
Educational and Health Services 27,500 28,300 28,900 30,500 31,800
Leisure and Hospitality 28,500 29,200 30,500 32,000 31,500
Other Services 10,300 10,400 10,200 9,900 10,000
Federal Government 7,700 7,400 7,500 7,300 7,300
State Government 2,200 2,300 2,400 2,600 2,700
Local Government 32,500 32,400 32,700 33,200 33,100
Total, All Industries © 306,900 313,700 320,700 320,800 316,400

(1) Labor force data is by place of residence; includes self-employed individuals, unpaid family workers,
household domestic workers, and workers on strike.
(2) Industry employment is by place of work; excludes self-employed individuals, unpaid family workers,
household domestic workers, and workers on strike.
(3) Totals may not add due to rounding.

Source: State of California Employment Development Department.
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Major Employers

The following table lists the major employers within the County.

Employer Name
Amgen Inc

Anthem Blue Cross

Baxter Healthcare

Boskovich Farms Inc.

Calif. State- Channel Island
Camarillo Lodge Loyal Order
Coleman Welding

Community Memorial Hospital
Farmers Insurance Group Of Co
Haas Automation

Harbor Freight Tools

Harbor Freight Tools ISA Inc.
JNB Industries LLC

Los Robles Hospital & Med Ctr
Moorpark College

Nancy Reagan Breast Center
Naval Air Warfare Ctr Weapons
Naval Construction Battalion
Sheriff's Department- Jails

Simi Valley Hospital

St John's Regional Medical Ctr

St. John’s Regional Medical Center

Ventura County Superintendent
Zebra Technologies Corp

COUNTY OF VENTURA
Major Employers
As of January 2010
Listed Alphabetically

Location
Thousand Oaks
Westlake Village
Westlake Village
Oxnard
Camairillo
Camairillo
Ventura
Ventura
Simi Valley
Oxnard
Camarillo
Camarillo
Oxnard
Thousand Oaks
Moorpark
Simi Valley
Point Mugu Nawc
Port Hueneme
Ventura
Simi Valley
Oxnard
Oxnard
Ventura
Camairillo

Industry
Biotechnology Products and Services

Health Management

Medical Groups

Fruits & Vegetable Growers and Shippers
School

Fraternal Organization

Welding

Hospitals

Insurance

Machinery Manufacturer

Tools-New & Used

Bolts, Nut, Screws, Rivets, Washers
Street Cleaning

Hospitals

Schools-Universities & Colleges Academic
Mammograph

Federal Government-National Security
Federal Government-National Security
Sheriff

Hospitals

Hospitals

Hospitals

Schools

Manufacturers

Source: California Employment Development Department, extracted from The America's Labor Market Information
System (ALMIS) Employer Database.

Effective Buying Income

"Effective Buying Income" is defined as personal income less personal tax and nontax
payments, a number often referred to as "disposable" or "after-tax" income. Personal income is
the aggregate of wages and salaries, other labor-related income (such as employer
contributions to private pension funds), proprietor's income, rental income (which includes
imputed rental income of owner-occupants of non-farm dwellings), dividends paid by
corporations, interest income from all sources, and transfer payments (such as pensions and
welfare assistance). Deducted from this total are personal taxes (federal, state and local),
nontax payments (fines, fees, penalties, etc.) and personal contributions to social insurance.
According to U.S. government definitions, the resultant figure is commonly known as
"disposable personal income."
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The following table summarizes the total effective buying income for the City, the County,
the State and the United States for the period 2005 through 2009.

COUNTY OF VENTURA
Effective Buying Income
As of January 1, 2005 through 2009

Total Effective
Buying Income

Median Household
Effective Buying

Year Area (000's Omitted) Income
2005 City of Oxnard $ 2,463,567 $44,773
Ventura County 17,665,402 54,108
California 720,798,106 44,681
United States 5,894,663,750 40,529
2006 City of Oxnard $ 2,608,190 $46,985
Ventura County 18,619,655 56,424
California 764,120,963 46,275
United States 6,107,092,244 41,255
2007 City of Oxnard $ 2,883,675 $49,464
Ventura County 20,238,013 59,954
California 814,894,438 48,203
United States 6,300,794,040 41,792
2008 City of Oxnard $ 2,801,315 $49,112
Ventura County 19,931,933 59,275
California 832,531,446 48,952
United States 6,443,994,426 42,303
2009 City of Oxnard $2,944,858 $50,253
Ventura County 20,448,570 62,193
California 844,823,319 49,736
United States 6,571,536,768 43,252

Source: Source: The Nielsen Company (US), Inc.
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Commercial Activity

During the first two quarters of calendar year 2009, total taxable transactions in the City
were reported to be $890,811,000, a 19.4% decrease over the total taxable transactions of
$1,104,791,000 that were reported in the City during the first two quarters of calendar year
2008. A summary of historic taxable sales within the City during the past five years is shown in
the following table. Annual figures are not yet available for 2009.

CITY OF OXNARD
Taxable Retail Sales
Number of Permits and Valuation of
Taxable Transactions (shown in thousands of dollars)

Retail Stores Total All Outlets

Number Taxable Number Taxable

of Permits Transactions of Permits Transactions
2004 1,485 $1,822,135 3,866 $2,172,606
2005 1,464 1,893,914 3,834 2,299,725
2006 1,465 1,893,276 3,777 2,389,587
2007 1,492 1,809,324 3,759 2,317,108
2008 1,518 1,648,461 3,772 2,165,477

Source: California State Board of Equalization, Taxable Sales in California (Sales & Use Tax).

During the first two quarters of calendar year 2009, total taxable transactions in the
County of Ventura were reported to be $4,725,658,000, a 16.5% increase over the total taxable
transactions of $5,661,000,000 that were reported in the County during the first two quarters of
calendar year 2008. A summary of historic taxable sales within the County during the past five
years is shown in the following table. Annual figures are not yet available for 2009.

COUNTY OF VENTURA
Taxable Retail Sales
Number of Permits and Valuation of Taxable Transactions
(Dollars in Thousands)

Retail Stores Total All Outlets
Number Taxable Number Taxable
of Permits Transactions of Permits Transactions
2004 8,036 $8,316,604 23,797 $11,176,821
2005 8,273 8,781,725 24,228 11,909,068
2006 8,469 8,901,901 24,093 12,316,912
2007 8,623 8,822,848 23,953 12,230,207
2008 8,902 8,075,751 23,940 11,322,410

Source: California State Board of Equalization, Taxable Sales in California (Sales & Use Tax).
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Construction Activity

The following table shows a five-year summary of the valuation of building permits

issued in the City.

Permit Valuation

New Single-family

New Multi-family

Res. Alterations/Additions
Total Residential

New Commercial

New Industrial

New Other

Com. Alterations/Additions
Total Nonresidential

New Dwelling Units

Single Family

Multiple Family
TOTAL

CITY OF OXNARD
Building Permit Valuation
(Valuation in Thousands of Dollars)

2005 2006 2007 2008 2009
$100,087.3 $122,164.9 $31,267.4 $15,904.7 $19,531.8
56,187.0 78,763.3 72,815.2 41,659.8 22,507.6
33,259.2 24,517.9 20,176.0 9.817.1 6,678.2
189,533.5 225,356.2 124,258.6 67,381.6 48,717.7
14,467.0 27,872.9 16,007.6 51,200.5 17,230.1
15,850.5 3,446.8 10,802.6 6,526.9 0.0
19,416.9 8,330.3 14,173.6 6,898.9 706.7
22,684.2 19,427.8 12,384.0 20,235.2 15,574.6
72,418.6 59,077.8 53,367.8 84,861.5 33,511.3
488 447 117 53 81
409 426 634 290 123
897 873 751 343 204

Source: Construction Industry Research Board, Building Permit Summary.

The following table shows a five-year summary of the valuation of building permits

issued in the County.

Permit Valuation

New Single-family

New Multi-family

Res. Alterations/Additions
Total Residential

New Commercial

New Industrial

New Other

Com. Alterations/Additions
Total Nonresidential

New Dwelling Units

Single Family

Multiple Family
TOTAL

COUNTY OF VENTURA
Building Permit Valuation
(Valuation in Thousands of Dollars)

2005 2006 2007 2008 2009
$816,280.9 $490,209.4 $218,176.6 $119,157.3 $81,959.7
232,904.1 143,184.6 145,424.2 82,542.3 32,433.1
136.680.2 122,632.7 100,261.4 79,040.2 60,450.2
1,185,865.2  756,026.7 463,862.2 280,739.8 174,843.0
127,994.5 133,318.0 143,630.7 120,076.7 30,640.9
22,548.9 21,429.8 29,407.8 16,258.5 16,561.1
99,325.9 60,671.5 48,598.8 49,012.6 31,878.8
121,638.3 110,182.8 124,144.5 159,278.0 74,224.4
$371,507.6  $325,602.1 $345,781.9 344,625.9 153,305.2
2,593 1,560 736 354 231
1,923 901 1,111 488 173
4,516 2,461 1,847 842 404

Source: Construction Industry Research Board, Building Permit Summary.
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APPENDIX D

FORM OF OPINION OF BOND COUNSEL

August 11, 2010

Board of Trustees

Oxnard Union High School District
309 South K Street

Oxnard, California 93030

OPINION: $ Oxnard Union High School District
(Ventura County, California)
General Obligation Bonds, 2004 Election, Series A

Members of the Board of Trustees:

We have acted as bond counsel to the Oxnard Union High School District (the “District”)
in connection with the issuance by the District of its Oxnard Union High School District (Ventura
County, California) General Obligation Bonds, 2004 Election, Series A in the aggregate principal
amount of $ (the “Bonds”), under Article 4.5 of Chapter 3 of Part 1 of Division 2 of
Title 5 of the California Government Code, commencing with Section 53506 of said Code (the
“Bond Law”) and under a resolution of the Board of Trustees of the District adopted on July 14,
2010 (the “Bond Resolution”). We have examined the law and such certified proceedings and
other papers as we have deemed necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon representations of
the Board contained in the Bond Resolution and in the certified proceedings and certifications of
public officials and others furnished to us without undertaking to verify the same by independent
investigation.

Based upon the foregoing, we are of the opinion, under existing law, as follows:

1. The District is duly established and validly existing as a high school district with the
power to issue the Bonds and to perform its obligations under the Bond Resolution.

2. The Bond Resolution has been duly adopted by the Board of Trustees of the District
and constitutes the valid and binding obligation of the District enforceable against the District in
accordance with its terms.

3. The Bonds have been duly issued and sold by the District and are valid and binding
general obligations of the District, and the County of Santa Clara is obligated to levy ad valorem
taxes for the payment of the Bonds and the interest thereon upon all property within the District
subject to taxation by the District, without limitation as to rate or amount.
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4. Interest on the Bonds is excluded from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the federal alternative minimum
tax imposed on individuals and corporations. The opinions set forth in the preceding sentence
are subject to the condition that the District comply with all requirements of the Internal Revenue
Code of 1986, as amended, that must be satisfied subsequent to the issuance of the Bonds in
order that interest thereon be, or continue to be, excluded from gross income for federal income
tax purposes. The District has covenanted to comply with each such requirement. Failure to
comply with certain of such requirements may cause the inclusion of interest on the Bonds in
gross income for federal income tax purposes to be retroactive to the date of issuance of the
Bonds. We express no opinion regarding other federal tax consequences arising with respect to
the Bonds.

5. The interest on the Bonds is exempt from personal income taxation imposed by the
State of California.

The rights of the owners of the Bonds and the enforceability of the Bonds and the
Resolution may be subject to bankruptcy, insolvency, reorganization, moratorium and other

similar laws affecting creditors' rights heretofore or hereafter enacted and may also be subject
to the exercise of judicial discretion in appropriate cases.

Respectfully submitted,

A Professional Law Corporation



APPENDIX E

FORM OF CONTINUING DISCLOSURE CERTIFICATE

$_

OXNARD UNION HIGH SCHOOL DISTRICT
(Ventura County, California)
General Obligation Bonds, 2008 Election
Series A

CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and
delivered by the Oxnard Union High School District (the “District”) in connection with the
issuance of $ aggregate principal amount of Oxnard Union High School District
School District (Ventura County, California) General Obligation Bonds, 2008 Election Series A
(the “Bonds”). The Bonds are being issued under a Resolution adopted by the Board of
Trustees of the District on July 14, 2010 (the “Bond Resolution”). The District covenants and
agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the District for the benefit of the holders and beneficial owners of the
Bonds and in order to assist the Participating Underwriters in complying with S.E.C. Rule 15¢2-
12(b)(5).

Section 2. Definitions. In addition to the definitions set forth in the Bond Resolution,
which apply to any capitalized term used in this Disclosure Certificate unless otherwise defined
in this Section, the following capitalized terms have the following meanings:

“Annual Report’” means any Annual Report provided by the District under and as
described in Sections 3 and 4.

“Annual Report Date” means the date that is nine months after the end of the District’s
fiscal year (currently March 31 based on the District’s fiscal year end of June 30).

“‘Dissemination Agent’ means the District or any successor Dissemination Agent
designated in writing by the District and which has filed with the District a written acceptance of
such designation.

“Listed Events” means any of the events listed in Section 5(a).

“MSRB” means the Municipal Securities Rulemaking Board, which has been designated
by the Securities and Exchange Commission as the sole repository of disclosure information for
purposes of the Rule.

“Participating Underwriter” means any of the original underwriters of the Bonds required
to comply with the Rule in connection with offering of the Bonds.

“Rule” means Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.
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Section 3. Provision of Annual Reports.

(a) The District shall, or shall cause the Dissemination Agent to provide, not later than
nine months after the end of the District's fiscal year (which currently would be March 31),
commencing no later than March 31, 2011 with the report for the 2009-10 Fiscal Year, provide
to the MSRB, in an electronic format as prescribed by the MSRB, an Annual Report that is
consistent with the requirements of Section 4 of this Disclosure Certificate. Not later than 15
Business Days prior to the Annual Report Date, the District shall provide the Annual Report to
the Dissemination Agent (if other than the District). If by 15 Business Days prior to the Annual
Report Date the Dissemination Agent (if other than the District) has not received a copy of the
Annual Report, the Dissemination Agent shall contact the District to determine if the District is in
compliance with the previous sentence. The Annual Report may be submitted as a single
document or as separate documents comprising a package, and may include by reference other
information as provided in Section 4 of this Disclosure Certificate; provided that the audited
financial statements of the District may be submitted separately from the balance of the Annual
Report, and later than the Annual Report Date, if not available by that date. If the District’s fiscal
year changes, it shall give notice of such change in the same manner as for a Listed Event
under Section 5(c). The District shall provide a written certification with each Annual Report
furnished to the Dissemination Agent to the effect that such Annual Report constitutes the
Annual Report required to be furnished by the District hereunder.

(b) If the District does not provide (or cause the Dissemination Agent to provide) an
Annual Report by the Annual Report Date, the District shall provide (or cause the Dissemination
Agent to provide) to the MSRB, in an electronic format as prescribed by the MSRB, a notice in
substantially the form attached as Exhibit A.

(c) With respect to the Annual Report, the Dissemination Agent shall:

(i) determine each year prior to the Annual Report Date the then-applicable rules
and electronic format prescribed by the MSRB for the filing of annual continuing disclosure
reports; and

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

Section 4. Content of Annual Reports. The Annual Report shall contain or incorporate
by reference the following:

(a) Audited financial statements prepared in accordance with generally accepted
accounting principles as promulgated to apply to governmental entities from time to time by the
Governmental Accounting Standards Board. If the District’'s audited financial statements are not
available by the Annual Report Date, the Annual Report shall contain unaudited financial
statements in a format similar to the financial statements contained in the final Official
Statement, and the audited financial statements shall be filed in the same manner as the Annual
Report when they become available.

(b) Unless otherwise provided in the audited financial statements filed on or before the
Annual Report Date, financial information and operating data with respect to the District for the
preceding fiscal year, substantially similar to that provided in the corresponding tables in the
Official Statement:



(i) the average daily attendance in District schools on an aggregate basis for the
preceding fiscal year;

(i) pension plan contributions made by the District for the preceding fiscal year;

(iii) aggregate principal amount of short-term borrowings, lease obligations and other
long-term borrowings of the District as of the end of the preceding fiscal year;

(iv) description of amount of general fund revenues and expenditures which have
been budgeted for the current fiscal year, together with audited actual budget figures for the
preceding fiscal year;

(v) the District’s total revenue limit for the preceding fiscal year;

(vi) prior fiscal year total secured property tax levy and collections, showing current
collections as a percent of the total levy; and

(vii)  current fiscal year assessed valuation of taxable properties in the District.

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

(d) Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the District or related public entities,
which are available to the public on the MSRB’s Internet web site or filed with the Securities and
Exchange Commission.

Section 5. Reporting of Significant Events.

(a) The District shall give, or cause to be given, notice of the occurrence of any of the
following events with respect to the Bonds, if material:
(1) Principal and interest payment delinquencies.
(2) Non-payment related defaults.

(3) Unscheduled draws on debt service reserves reflecting financial
difficulties.

(4) Unscheduled draws on credit enhancements reflecting financial
difficulties.

(5) Substitution of credit or liquidity providers, or their failure to perform.

(6) Adverse tax opinions or events affecting the tax-exempt status of
the security.

) Modifications to rights of security holders.
) Contingent or unscheduled bond calls.

9) Defeasances.
0

10) Release, substitution, or sale of property securing repayment of the
securities.



(11) Rating changes.

(b) Whenever the District obtains knowledge of the occurrence of a Listed Event, the
District shall as soon as possible determine if such event would be material under applicable
Federal securities law.

(c) If the District determines that knowledge of the occurrence of a Listed Event would
be material under applicable Federal securities law, the District shall, or shall cause the
Dissemination Agent (if not the District) to, promptly file a notice of such occurrence with the
MSRB, in an electronic format as prescribed by the MSRB. Notwithstanding the foregoing,
notice of Listed Events described in subsections (a)(8) and (9) above 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. However, any notice of the occurrence of a Listed Event that is filed before July
1, 2009, shall be filed with each nationally recognized municipal securities information repository
and state repository designated as such by the Securities and Exchange Commission for
purposes of the Rule, and otherwise in accordance with then-applicable procedures prescribed
under the Rule.

Section 6. Identifying Information for Filings with the MSRB. All documents provided to
the MSRB under the Disclosure Certificate shall be accompanied by identifying information as
prescribed by the MSRB.

Section 7. Termination of Reporting Obligation. The District's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in
full of all of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the
District shall give notice of such termination in the same manner as for a Listed Event under
Section 5(c).

Section 8. Dissemination Agent. The District may, from time to time, appoint or engage
a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge any such Agent, with or without appointing a successor Dissemination
Agent.

Section 9. Amendment; Waiver. Notwithstanding any other provision hereof, the District
may amend this Disclosure Certificate, and any provision of this Disclosure Certificate may be
waived, provided that the following conditions are satisfied:

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

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

(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds
in the manner provided in the Bond Resolution for amendments to the Bond Resolution with the
consent of holders, or (i) does not, in the opinion of nationally recognized bond counsel,
materially impair the interests of the holders or beneficial owners of the Bonds.



If the annual financial information or operating data to be provided in the Annual Report
is amended under the provisions hereof, the first annual financial information filed pursuant
hereto containing the amended operating data or financial information shall explain, in narrative
form, the reasons for the amendment and the impact of the change in the type of operating data
or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be
followed in preparing financial statements, the annual financial information for the year in which
the change is made shall present a comparison between the financial statements or information
prepared on the basis of the new accounting principles and those prepared on the basis of the
former accounting principles. The comparison shall include a qualitative discussion of the
differences in the accounting principles and the impact of the change in the accounting
principles on the presentation of the financial information, in order to provide information to
investors to enable them to evaluate the ability of the District to meet its obligations. To the
extent reasonably feasible, the comparison shall be quantitative. A notice of the change in the
accounting principles shall be filed in the same manner as for a Listed Event under Section 5(c).

Section 9. Additional Information. Nothing in this Disclosure Certificate prevents the
District from disseminating any other information, using the means of dissemination set forth in
this Disclosure Certificate or any other means of communication, or including any other
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that
which is required by this Disclosure Certificate. If the District chooses to include any information
in any Annual Report or notice of occurrence of a Listed Event in addition to that which is
specifically required by this Disclosure Certificate, the District shall have no obligation under this
Disclosure Certificate to update such information or include it in any future Annual Report or
notice of occurrence of a Listed Event.

Section 10. Default. If the District fails to comply with any provision of this Disclosure
Certificate, any holder or beneficial owner of the Bonds may take such actions as may be
necessary and appropriate, including seeking mandate or specific performance by court order,
to cause the District to comply with its obligations under this Disclosure Certificate. A default
under this Disclosure Certificate shall not be deemed an Event of Default under the Bond
Resolution, and the sole remedy under this Disclosure Certificate in the event of any failure of
the District to comply with this Disclosure Certificate shall be an action to compel performance.

Section 11.  Duties, Immunities and Liabilities of Dissemination Agent. The
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure
Certificate, and the District agrees to indemnify and save the Dissemination Agent, its officers,
directors, employees and agents, harmless against any loss, expense and liabilities which it
may incur arising out of or in the exercise or performance of its powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim of
liability, but excluding liabilities due to the Dissemination Agent's negligence or willful
misconduct. The obligations of the District under this Section shall survive resignation or
removal of the Dissemination Agent and payment of the Bonds.




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

Date:

, 2010

OXNARD UNION HIGH SCHOOL
DISTRICT

By:

Assistant Superintendent,
Business Services



EXHIBIT A

NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Obligor: Oxnard Union High School District

Name of Bond Issue: $ aggregate principal amount of Oxnard Union High
School District (Ventura County, California) General Obligation
Bonds, 2004 Election, Series A

Date of Issuance: , 2010

NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with
respect to the above-named Bonds as required by Section 15 of the resolution adopted by the
Board of Trustees of the District authorizing the issuance of the Bonds. The District anticipates
that the Annual Report will be filed by

Dated:

OXNARD UNION HIGH SCHOOL
DISTRICT

By:

Authorized Officer
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APPENDIX F
BOOK-ENTRY ONLY SYSTEM

The following description of the Depository Trust Company (“DTC”), the procedures and
record keeping with respect to beneficial ownership interests in the Series A Bonds, payment of
principal, interest and other payments on the Series A Bonds to DTC Participants or Beneficial
Owners, confirmation and transfer of beneficial ownership interest in the Series A Bonds and
other related transactions by and between DTC, the DTC Participants and the Beneficial
Owners is based solely on information provided by DTC. Accordingly, no representations can
be made concerning these matters and neither the DTC Participants nor the Beneficial Owners
should rely on the foregoing information with respect to such matters, but should instead confirm
the same with DTC or the DTC Participants, as the case may be.

Neither the District nor the Paying Agent take any responsibility for the information
contained in this Section.

No assurances can be given that DTC, DTC Participants or Indirect Participants will
distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any, with
respect to the Series A Bonds, (b) Series A Bonds representing ownership interest in or other
confirmation or ownership interest in the Series A Bonds, or (c) redemption or other notices sent
to DTC or Cede & Co., its nominee, as the registered owner of the Series A Bonds, or that they
will so do on a timely basis, or that DTC, DTC Participants or DTC Indirect Participants will act
in the manner described in this Appendix. The current "Rules" applicable to DTC are on file with
the Securities and Exchange Commission and the current "Procedures” of DTC to be followed
in dealing with DTC Participants are on file with DTC.

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities
depository for the securities (the “Bonds”). The Bonds will be issued as fully-registered bonds
registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may
be requested by an authorized representative of DTC. One fully-registered certificate will be
issued for the Bonds, in the aggregate principal amount of such issue, and will be deposited
with DTC. If, however, the aggregate principal amount of any issue exceeds $500 million, one
Bond will be issued with respect to each $500 million of principal amount and an additional
Bond will be issued with respect to any remaining principal amount of such issue.

2. DTC, the world’s largest depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds
and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity, corporate
and municipal debt issues, and money market instrument from over 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-entry transfers and pledges between Direct
Participants’ accounts. This eliminates the need for physical movement of securities certificates.
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned
by a number of Direct Participants of DTC and Members of the National Securities Clearing



Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing Corporation
(NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the New York Stock
Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-
U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that
clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information about DTC can be found at www.dtcc.com and www.dtc.org.

3. Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership interests in Bonds,
except in the event that use of the book-entry system for the Bonds is discontinued.

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

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

6. Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue
are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.

7. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with
respect to the Bonds unless authorized by a Direct Participant in accordance with DTC’s
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to The District as soon
as possible after the record date. The Omnibus Proxy assigns Cede & Co.'s consenting or



voting rights to those Direct Participants to whose accounts the Bonds are credited on the
record date (identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and interest payments on the Bonds will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of
DTC. DTC’s practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and
corresponding detail information from The District or the Paying Agent on payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the
case with securities held for the accounts of customers in bearer form or registered in “street
name,” and will be the responsibility of such Participant and not of DTC nor its nominee, the
Paying Agent, or The District, subject 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 by an authorized representative of
DTC) is the responsibility of The District or the Paying Agent, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

9. A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered,
through its Participant, to the Paying Agent, and shall effect delivery of such Bonds by causing
the Direct Participant to transfer the Participant’s interest in the Bonds, on DTC’s records, to the
Paying Agent. The requirement for physical delivery of Bonds in connection with an optional
tender or a mandatory purchase will be deemed satisfied when the ownership rights in the
Securities are transferred by Direct Participants on DTC’s records and followed by a book-entry
credit of tendered Bonds to the Paying Agent’'s DTC account.

10. DTC may discontinue providing its services as securities depository with respect to
the Bonds at any time by giving reasonable notice to The District or the Paying Agent. Under
such circumstances, in the event that a successor securities depository is not obtained, security
Bonds are required to be printed and delivered.

11. 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 Bonds will be printed
and delivered to DTC.

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





