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In the opinion of Garcia Calderón Ruíz, LLP, San Diego, California (“Bond Counsel”), based upon an analysis of existing statutes, regulations, 
rulings, and court decisions and assuming, among other things, the accuracy of certain representations and compliance with certain covenants, interest on the 
Notes is excludable from gross income for federal income tax purposes and is exempt from State of California personal income taxes.  In the opinion of Bond 
Counsel, interest on the Notes is not an item of tax preference for purposes of the alternative minimum tax imposed on individuals and corporations nor is such 
interest taken into account in determining adjusted current earnings for the purpose of computing the alternative minimum tax imposed on certain 
corporations.  Bond Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of 
interest on, the Notes.  See “TAX MATTERS” herein. 
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The Denair Unified School District (the “District”) 2009 Bond Anticipation Notes (the "Notes") are being issued pursuant to the provisions of 
Article 3 (commencing with Section 15150) of Chapter 1 of Part 10 of Division 1 of Title 1 of the Education Code of the State of California (the “Act”).  The 
Notes are obligations of the District payable from the proceeds of general obligation bonds to be issued by the District pursuant to a duly called election of the 
registered voters of the District held on November 6, 2007 at which more then 55% of the voters voting on the proposition voted to authorize the issuance and 
sale of $13,000,000 aggregate principal amount of general obligation bonds of the District (the “Authorization”).  In July 2008, the District issued its first 
series under the Authorization, entitled the “Denair Unified School District General Obligation Bonds, Election of 2007, Series 2008” (the “Series 2008 
Bonds”), in aggregate principal amount of $7,500,000.  Following the issuance of the Series 2008 Bonds, $5,500,000 aggregate principal amount of the 
District’s general obligation bonds remain authorized to be issued under the Authorization.  Proceeds of the Notes will be used to finance the construction and 
improvements to the school facilities for the District approved under the Authorization; and to pay costs of issuance of the Notes.   

The Notes will be issued in fully registered form without coupons.  The Notes will be registered in the name of Cede & Co., as nominee of The 
Depository Trust Company (“DTC”), New York, New York.  DTC will act as securities depository of the Notes.  Purchasers of the Notes will not receive 
certificates representing their ownership of the Notes.  See “THE NOTES – Book-Entry-Only System.”   

The Notes will be dated the date of delivery and will accrete interest from such date, compounded semiannually on May 1 and November 1 of each 
year, commencing on November 1, 2009 and will be payable only upon maturity.  The principal of and interest on each Note will be payable when due on 
behalf of the District by U.S. Bank National Association as paying agent (the “Paying Agent”), to DTC, which in turn will remit such principal and interest to 
its DTC participants, which in turn will remit such principal and interest to the Indirect Participants or the Beneficial Owners of the Notes, as described herein.  
See “THE NOTES” herein. 

MATURITY SCHEDULE 
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Maturity 
Value 

CUSIP† 
No. 

$2,859,979.90    4.700% $3,455,000 248217 DX6 

 

The Notes will not be subject to redemption prior to maturity. 
The Notes mature on May 1, 2012 (the “Maturity Date”), and may be paid from the proceeds of future general obligation bonds issued by the 

District under the Authorization or from other lawfully available moneys of the District.  Alternatively, the District may issue additional bond anticipation 
notes for the purpose of paying the principal of, and, if required, accrued interest on the Notes (the “Roll-Over Notes”) in the event that the general obligation 
bonds will not have been issued prior to the Maturity Date of the Notes or of such Roll-Over Notes as may have been issued.  $5,500,000 aggregate principal 
amount of the District’s general obligation bonds remain authorized to be issued under the Authorization.  See “SECURITY FOR AND SOURCES OF 
PAYMENT OF THE NOTES” herein. 

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY.  IT IS NOT INTENDED TO BE A 
SUMMARY OF THE SECURITY OR TERMS OF THE ISSUE.  INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN 
INFORMATION ESSENTIAL TO THE MAKING OF AN INFORMED INVESTMENT DECISION. 

The Notes are offered when, as and if issued, subject to the approval as to their legality by Garcia Calderón Ruíz, LLP, San Diego, California, Bond 
Counsel.  Garcia Calderón Ruíz, LLP has also served as disclosure counsel to the District with respect to this issue.  It is anticipated that the Notes in definitive 
form will be available for delivery to Cede & Co., as nominee of The Depository Trust Company, on or about May 12, 2009, in New York, New York. 

 

 
Dated:  April 30, 2009 
 
 
______________________________ 
†  CUSIP Copyright 2008, American Bankers Association.  CUSIP data herein is provided by Standard & Poor’s CUSIP Service Bureau, a 
division of The McGraw-Hill Companies, Inc. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



 

 
 

 

 

GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT 

Use of Official Statement.  This Official Statement is submitted in connection with the sale of the Notes 
referred to herein and may not be reproduced or used, in whole or in part, for any other purpose.  This Official 
Statement is not a contract between any bond owner and the District or the Underwriter. 

No Offering Except by This Official Statement.  No dealer, broker, salesperson or other person has been 
authorized by the District or the Underwriter to give any information or to make any representations other than 
those contained in this Official Statement and, if given or made, such other information or representation must not 
be relied upon as having been authorized by the District or the Underwriter. 

No Unlawful Offers or Solicitations.  This Official Statement does not constitute an offer to sell or the 
solicitation of an offer to buy nor may there be any sale of the Notes by a person in any jurisdiction in which it is 
unlawful for such person to make such an offer, solicitation or sale. 

Estimates and Projections.  When used in this Official Statement and in any continuing disclosure by the 
District, in any press release and in any oral statement made with the approval of an authorized officer of the 
District, the words or phrases “will likely result,” “are expected to,” “will continue,” “is anticipated,” “estimate,” 
“project,” “forecast,” “expect,” “intend” and similar expressions identify “forward looking statements” within the 
meaning of the Private Securities Litigation Reform Act of 1995.  Such statements are subject to risks and 
uncertainties that could cause actual results to differ materially from those contemplated in such forward-looking 
statements. Any forecast is subject to such uncertainties. Inevitably, some assumptions used to develop the 
forecasts will not be realized and unanticipated events and circumstances may occur.  Therefore, there are likely to 
be differences between forecasts and actual results, and those differences may be material. 

Information in Official Statement.  The information set forth in this Official Statement has been furnished 
by the District and other sources which are believed to be reliable, but it is not guaranteed as to accuracy or 
completeness. 

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

Document Summaries.  All summaries of the Resolution or other documents referred to in this Official 
Statement are made subject to the provisions of such documents and qualified in their entirety to reference to such 
documents, and do not purport to be complete statements of any or all of such provisions. 

No Securities Laws Registration.  The Notes have not been registered under the Securities Act of 1933, as 
amended, or the Securities Exchange Act of 1934, as amended, in reliance upon exceptions therein for the issuance 
and sale of municipal securities.  The Notes have not been registered or qualified under the securities laws of any 
state. 

Effective Date.  This Official Statement speaks only as of its date, and the information and expressions of 
opinion contained in this Official Statement are subject to change without notice.  Neither the delivery of this 
Official Statement nor any sale of the Notes will, under any circumstances, give rise to any implication that there 
has been no change in the affairs of the District, Stanislaus County, the other parties described in this Official 
Statement, or the condition of the property within the District since the date of this Official Statement. 
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$2,859,979.90 
DENAIR UNIFIED SCHOOL DISTRICT 

2009 BOND ANTICIPATION NOTES 
 

INTRODUCTION 

The purpose of this Official Statement, which includes the cover page and attached appendices, is 
to set forth certain information concerning the sale and delivery by the Denair Unified School District (the 
“District”) of the Notes captioned above (the “Notes”).  All capitalized terms used in this Official 
Statement, unless noted otherwise, have the meanings set forth in the Resolution (as defined below). 

This Introduction is not a summary of this Official Statement.  It is only a brief description of and 
guide to, and is qualified by, more complete and detailed information contained in the entire Official 
Statement, including the cover page and appendices hereto, and the documents summarized or described 
herein.  A full review should be made of the entire Official Statement.  The offering of the Notes to 
potential investors is made only by means of the entire Official Statement. 

The District 

The Denair Unified School District was established as a school district in 1942.  The District is 
located in the central portion of Stanislaus County and serves the community of Denair, a portion of the 
City of Turlock and unincorporated areas of Stanislaus County.  The District encompasses approximately 
56 square miles and currently operates one elementary school, one middle school, one high school, 2 
community day schools and 1 charter school.  The current student-teacher ratio in the District is 19:1 in 
grades K-3, 26:1 in grades 4-6, 25:1 in grades 7-8, and 21:1 in grades 9-12. See “THE DISTRICT” herein 
for additional information. 

Authority for Issuance 
  
 The Notes are being issued under the authority of Article 3, Chapter 1, Part 10, Division 1, Title 1 
(commencing with Section 15150) of the California Education Code, and pursuant to a resolution adopted 
by the Board of Trustees of the District on March 12, 2009 (the “Resolution”).   
 
Purpose of Issue 
 
 Proceeds of the Notes will be used to finance the construction and improvements to the school 
facilities for the District authorized in the bond proposition approved by more than 55% of the voters (the 
“Authorization”) at an election within the District on November 6, 2007 (the “Election”).  The Notes are 
issued in anticipation of the issuance of a future series of general obligation bonds under the 
Authorization. 
 
Security for the Notes 
 
 The Notes are general obligations of the District and are payable from proceeds of the future sale 
of general obligation bonds authorized at the Election, or of any renewal of notes (the “Roll-Over Notes”) 
or other funds of the District lawfully available for the repayment of the Notes and that are available for 
the payment thereof.  The District has $5,500,000 aggregate principal amount of general obligation bonds 
authorized but unissued under the Authorization.  Security for the Notes is described under “SECURITY 
FOR AND SOURCES OF PAYMENT OF THE NOTES.” 
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Continuing Disclosure 
 
 The District will covenant for the benefit of the holders and beneficial owners of the Notes to 
provide notices of the occurrence of certain enumerated events, if material.  The notices of material events 
will be filed by the District with the Municipal Securities Rulemaking Board and with the State 
Repository, if any.  The specific nature of the notices of material events is contained in “APPENDIX E – 
FORM OF CONTINUING DISCLOSURE CERTIFICATE.”  These covenants are being made in order 
to assist the Underwriter in complying with S.E.C. Rule 15c2-12(b)(5).  The District is now in 
compliance in all material respects with any previous undertakings with regard to said Rule. 
 

The District failed to comply with undertakings under S.E.C. Rule 15c2-12(b)(5) related to its 
general obligation bonds authorized in an amount not to exceed $8,200,000 in November 2001 by 
qualified voters within the District and certain certificates of participation delivered in 2004.  The District 
has implemented new procedures to assist with the preparation and filing of all annual reports under the 
previous undertakings as well as the Continuing Disclosure Certificate being executed connection with 
the Notes.  As of the date of this Official Statement, the District has filed all required materials and is now 
current on all filings required pursuant to its previous continuing disclosure undertakings. 
 
Other Information 
 
 Brief descriptions of the Notes, the security and sources of payment for the Notes and the District 
and its financial status follow.  Such descriptions do not purport to be comprehensive or definitive.  All 
references herein to various documents are qualified in their entirety by reference to the forms thereof, all 
of which are available for inspection at the office of the Superintendent of the District. 
 
 

THE NOTES 
 

Description of the Notes 
 
 The District will issue the Notes in the denomination of the initial aggregate principal amount of 
$2,859,979.90.  The Notes will be dated the date of delivery and accrete interest from such date, 
compounded semiannually on May 1 and November 1 of each year, commencing November 1, 2009, at 
the yield to maturity shown on cover page hereof.  Interest shall be computed on the basis of a 360-day 
year consisting of twelve 30-day months.  The Notes are payable only at maturity on May 1, 2012.   
 
 Interest due on each Note shall be payable to the person in whose name such Note is registered on 
the registration books of the District, maintained by U.S. Bank National Association (the “Paying 
Agent”), as of the close of business on the fifteenth day of the month preceding the maturity date (the 
“Record Date”), such interest to be paid by check mailed to such registered owner.  Both the principal of 
and interest payable at maturity on the Notes shall be payable in lawful money of the United States of 
America, only to the registered owners of the Notes upon surrender thereof at the office of the Paying 
Agent in San Francisco, California, upon the maturity thereof.  No interest shall be payable on any Note 
for any period after maturity during which the registered owner thereof fails to properly present such Note 
for payment. 
 
 The District will offer the Notes in registered form without coupons, registered in the name of 
Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”), with the 
maturity date and interest rate shown on the cover page of this Official Statement.  The Notes will not be 
subject to redemption prior to maturity.  As long as the Notes are held by DTC or a successor securities 
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depository, ownership of the Notes will be evidenced by book-entry as described below under “– Book-
Entry Only System.” 
 
 Principal of and interest on the Notes will be payable when due on behalf of the District by the 
Paying Agent, to DTC, which will in turn remit such principal and interest to its Participants, which will 
in return remit such principal and interest to the Indirect Participants or the Beneficial Owners of the 
Notes. 
 
Book-Entry-Only System 
 

The information concerning The Depository Trust Company (“DTC”), New York, New York, and 
DTC’s book-entry system has been obtained from DTC and the District takes no responsibility for the 
completeness or accuracy thereof.  The District cannot and does not give any assurances 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 Notes, (b) certificates representing ownership interest in 
or other confirmation or ownership interest in the Notes, or (c) redemption, tender or other notices sent 
to DTC or Cede & Co., its nominee, as the registered owner of the Notes, 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 below.  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. 

 
The Depository Trust Company, New York, New York, will act as securities depository for the 

Notes.  The Notes will be issued as fully-registered securities registered in the name of Cede & Co. 
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of 
DTC.  One fully-registered Note certificate will be issued for each maturity of each Note, in the aggregate 
principal amount of such maturity, and will be deposited with DTC.   

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New 
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a 
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York 
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 3.5 million 
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market 
instruments (from over 100 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 is the holding company 
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which 
are registered clearing agencies.  DTCC is owned by the users of its regulated subsidiaries.  Access to the 
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship 
with a Direct Participant, either directly or indirectly (“Indirect Participants”).  DTC has Standard & 
Poor’s highest rating: AAA.  The DTC Rules applicable to its Participants are on file with the Securities 
and Exchange Commission.  More information about DTC can be found at www.dtcc.com and 
www.dtc.org. 
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Purchases of the Notes under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Notes on DTC’s records.  The ownership interest of each actual 
purchaser of each Note (“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 
Notes 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 the Notes, except in the event that use of the book-entry system for the Notes is discontinued. 

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

Conveyance of notices and other communications by 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.   

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

Principal and interest payments on the Notes 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 each payment date in accordance with their respective holdings shown on 
DTC’s records.  Payments by Participants to Beneficial Owners will be governed by standing instructions 
and customary practices, as is the case with securities held for the accounts of customers in bearer form or 
registered in “street name,” and will be the responsibility of such Participant and not of 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 principal, redemption price (if any) and interest 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. 

DTC may discontinue providing its services as depository with respect to the Notes at any time 
by giving reasonable notice to the District or the Paying Agent.  Under such circumstances, in the event 
that a successor depository is not obtained, the Note certificates are required to be printed and delivered. 
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The District may decide to discontinue use of the system of book-entry transfers through DTC (or 
a successor securities depository).  In that event, Note certificates will be printed and delivered.  The 
information under this caption 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. 

Discontinuation of the Book-Entry System.  In the event that DTC determines not to continue to 
act as securities depository by giving notice to the District and the Paying Agent, and discharges its 
responsibilities with respect thereto under applicable law and there is not a successor securities 
depository, or the District determines that it is in the best interest of the Beneficial Owners of the Notes 
that they be able to obtain certificates, the Paying Agent will execute, transfer and exchange Notes as 
requested by DTC and will deliver new Notes in fully registered form in authorized denominations in the 
names of Beneficial Owners or DTC Participants. 

In the event the book-entry system is discontinued, the principal amount payable with respect to 
the Notes will be payable upon surrender thereof at the principal corporate trust office of the Paying 
Agent.  The interest on Notes will be payable by check mailed to the respective owners thereof at their 
addresses as they appear on the books maintained by the Paying Agent. 

NONE OF THE DISTRICT, THE COUNTY OR THE PAYING AGENT WILL HAVE ANY 
RESPONSIBILITY OR OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR 
BENEFICIAL OWNERS WITH RESPECT TO THE PAYMENTS OR THE PROVIDING OF NOTICE 
TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE 
SELECTION OF NOTES FOR REDEMPTION. 

None of the District, the County, the Paying Agent or the Underwriter can give any assurances 
that DTC, DTC Participants, Indirect Participants or others will distribute payments of principal of, 
premium, if any, and interest on the Notes paid to DTC or its nominee, as the registered Owner, or any 
redemption or other notice, to the Beneficial Owners or that they will do so on a timely basis or that DTC 
will serve and act in a manner described in this Official Statement. 
 

SECURITY FOR AND SOURCES OF PAYMENT OF THE NOTES 
 
Authority for Issuance 
 

The Notes are issued pursuant to Section 15150 of the California Education Code and pursuant to 
the Resolution. 
 
Sources of Payment 

 
The principal of and interest on the Notes are payable from the proceeds of the sale of general 

obligation bonds authorized under the Authorization, or of any issue of renewal notes (the “Roll-Over 
Notes”) or other funds of the District lawfully available for the repayment of the Notes and that are 
available for the payment thereof.   
 

The Authorization was approved by 62.95% of the voters in the District.  The District issued its 
first series under the Authorization, entitled the “Denair Unified School District, General Obligation 
Bonds, Election of 2007, Series 2008” (the “Series 2008 Bonds”) in the aggregate principal amount of 
$7,500,000 on July 1, 2008.  Following the issuance of the Series 2008 Bonds, $5,500,000 aggregate 
principal amount of general obligation bonds authorized under the Authorization remain to be issued. 
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Any Roll-Over Notes will be payable at a fixed time not more than five years from the date of the 
original issuance of the Notes.  In the event that a sale of general obligation bonds does not occur prior to 
maturity of the Notes, the District will issue Roll-Over Notes to pay the principal of and interest on the 
Notes.  The total principal amount of the Notes and any Roll-Over Notes may not exceed the remaining 
principal amount of general obligation bonds to be issued under the Authorization as of the date of 
issuance thereof and is subject to a maximum principal amount of $5,500,000, at any one time, under the 
Resolution.   
 
Application of Proceeds 
 

The net proceeds from the sale of the Notes will be deposited to the credit of the Denair Unified 
School District Building Fund held by the County and kept separate and distinct from all other District 
and County funds.  The net proceeds of the Notes will be used as specified in the bond measure approved 
by the voters at the Election, to build new classrooms and facilities and improve the overall quality of 
education throughout the District. 

 

THE DISTRICT 

General Information 

The Denair Unified School District was established as a school district in 1942.  The District is 
located in the central portion of Stanislaus County and serves the community of Denair, a portion of the 
City of Turlock and unincorporated areas of Stanislaus County.  The District encompasses approximately 
56 square miles and currently operates one elementary school, one middle school, one high school, 2 
community day schools and 1 charter school.  Average Daily Attendance in the District for the 2007-08 
school year is projected at 1,321 students.  The current student-teacher ratio in the District is 19:1 in 
grades K-3, 26:1 in grades 4-6, 25:1 in grades 7-8, and 21:1 in grades 9-12.  

The District Board of Trustees established a charter school in Fiscal Year 2000-01.  The Denair Charter 
Academy provides students with various educational options such as home-based learning, distance 
learning and other individualized programs.  
 
Administration 
 
Board of Trustees.  The District is governed by a five-member Board of Trustees, each member of which 
is elected to a four-year term.  Current members of the Board of Trustees, together with their office and 
the date their term expires, are listed below:  

Name Office 
Term Expires               
(December) 

Tim Ellis President 2011 
Carolyn Brown Clerk 2011 
Louisa Allen  Member 2009 
Norma Cordova Member 2009 
Kelley Day Member 2011 
 

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.   
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Edward E. Parraz, Superintendent.  Mr. Parraz is in his 8th year as Superintendent of the District.  
Prior to joining the District, he served the Visalia Unified School District for four years as Director of 
Middle School Education, Director of Student Services, Area Administrator 7 - 12/Adult, and as an 
Educational Consultant.  In total, he has spent 29 years in the field of education in California.  Mr. Parraz 
received his master’s degree in education from the University of San Francisco, a bachelor of science 
degree in poultry industry from California Polytechnic State University, San Luis Obispo, and a bachelor 
of science degree in agricultural education from California State University, Fresno. 

Judy Sylvester, Assistant Superintendent of Business Services.  Ms. Sylvester is in her 5th year as 
Assistant Superintendent of Business Services of the District.  She has spent over 19 years in the field of 
public school business.  Prior to joining the District, she served the Patterson Joint Unified School District 
as Accounting Technician for nearly seven years.  She also worked at St. Helena Unified School District 
in a similar capacity for over seven years.  Ms. Sylvester received her bachelor of science in elementary 
education degree in the Philippines, and an associate degree in Accounting from Napa Valley College.  
She completed the School Business Managers Academy offered by the Association of California School 
Administrators, as well as the School Business Management Program offered by the USA Foundation.  In 
March 2008, Ms. Sylvester completed the CBO Mentor Project and has applied to the state for Chief 
Business Official certification. 
 
Student Enrollment, ADA and Base Revenue Limit   
 

The following table sets forth the student enrollment in the District, Average Daily Attendance 
(“ADA”) and the Base Revenue Limit in the District for fiscal years 2004-05 through 2008-09 and 
projected for fiscal years 2009-10 and 2010-11.   

DENAIR UNIFIED SCHOOL DISTRICT 
Student Enrollment, Average Daily Attendance and Base Revenue Limit 

Fiscal Years 2004-05 through 2008-09 and projected for Fiscal Years 2009-10 and 2010-11 

Fiscal Year Student Enrollment* ADA Base Revenue Limit 

          2004-05  1,258 1,229 $5,286 
2005-06  1,286 1,239 5,482 
2006-07  1,331 1,293 5,922 
2007-08  1,364 1,321 6,174 
2008-09  1,336 1,314 6,503** 

    
 Projected* 

Student Enrollment Projected ADA 
Projected 

Base Revenue Limit 

2009-10 1,366 1,317 $6,812** 
2010-11 1,374 1,326 6,860 

  
*   Non-Charter Students only.  
** The deficit factor, 0.92156 for fiscal year 2008-09 and 0.86906 for fiscal year 2009-10, has not been applied. 
Source:  The District.   

 

Employee Relations  

In the fall of 1974, the State Legislature enacted a public school employee collective bargaining 
law known as the Rodda Act, which became effective in stages in 1976.  The law provides that employees 
are to be divided into appropriate bargaining units which are to be represented by an exclusive bargaining 
agent. 
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The teachers of the District (“certificated employees”) are represented by the California Teachers 
Association as their exclusive bargaining agent and are covered by a contract that expired June 30, 2008.  
A new contract has been negotiated but it has not yet been ratified by the certificated employees.  In fiscal 
year 2008-09, the District currently employs 100 certificated employees.  The non-teaching staff 
(“classified employees”) are represented by the California School Employees Association, as the 
exclusive bargaining agent, and are covered by a contract that will expire on June 30, 2010.  In fiscal year 
2008-09, the District currently employs 91 classified employees. 

DENAIR UNIFIED SCHOOL DISTRICT 
Certificated and Classified Employees 

Year 
Certificated 
Employees 

Classified 
Employees 

2004-05 82 65 
2005-06 92 72 
2006-07 93 86 
2007-08 97 86 
2008-09 100 91 

  
Source: The District. 

 
District Retirement Systems  

The District participates in the California State Teacher’s Retirement System (“STRS”).  This 
plan covers basically all full-time certificated and part-time contracted employees.  The District’s 
contribution to STRS for fiscal years 2007-08 was $568,538 and for fiscal year 2008-09 is budgeted at 
$582,319.   

The District also participates in the California Public Employees’ Retirement System (“PERS”).  
This plan covers all classified personnel who are employed four or more hours per day.  The District’s 
contribution to PERS for fiscal year 2007-08 was $170,477 and for fiscal year 2008-09 is budgeted at 
$182,724.  Both STRS and PERS are operated on a statewide basis. 

Post Employment Benefits  

The District provides post employment health care benefits, in accordance with District 
employment contracts, to all certificated employees who retire from the District prior to attaining age 65 
with at least ten years of service.  In fiscal year 2008-09, six employees meet those eligibility 
requirements.  The District contributes up to $5,000 per year until the age of 65 for the amount of 
premiums incurred by retirees.  Expenditures for post employment benefits are recognized on a pay-as-
you-go basis, as premiums are paid.  During fiscal year 2007-08, eight employees were eligible for the 
benefits with District expenditures of $36,767 for those retirees’ health care benefits. 

In July 2004, GASB issued GASBS No. 45, Accounting and Financial Reporting by Employers 
for Post employment Benefits Other Than Pensions.  This Statement will require local government 
employers who provide other post employment benefits (OPEB) as part of the total compensation offered 
to employees to recognize the expense and related liabilities (assets) in the government-wide financial 
statements of net assets and activities.   

Current financial reporting practices for OPEB generally are based on pay-as-you-go financing 
approaches.  They fail to measure or recognize the cost of OPEB during the periods when employees 
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render the services or to provide relevant information about OPEB obligations and the extent to which 
progress is being made in funding those obligations.   

This Statement generally provides for prospective implementation - that is, that employers set the 
beginning net OPEB obligation at zero as of the beginning of the initial year.  The District will be 
required to implement the provisions of this Statement for the fiscal year ended June 30, 2010.  The 
District is in the process of determining the impact the implementation of this Statement will have on the 
government-wide statement of net assets and activities.  The District completed its OPEB actuarial study 
in October 2008.   

TAXATION AND APPROPRIATIONS 

Property Tax Collection Procedures 

In California, property which is subject to ad valorem taxes is classified as “secured” or 
“unsecured.”  The “secured roll” is that part of the assessment roll containing (1) state-assessed public 
utilities’ property and (2) property the taxes on which are a lien on real property sufficient, in the opinion 
of the county assessor, to secure payment of the taxes.  A tax levied on unsecured property does not 
become a lien against such unsecured property, but may become a lien on certain other property owned by 
the taxpayer.  Every tax which becomes a lien on secured property has priority over all other liens arising 
pursuant to State law on such secured property, regardless of the time of the creation of the other liens.  
Secured and unsecured property are entered separately on the assessment roll maintained by the county 
assessor.  The method of collecting delinquent taxes is substantially different for the two classifications of 
property. 

Property taxes on the secured roll are due in two installments, on November 1 and February 1 of 
each fiscal year.  If unpaid, such taxes become delinquent after December 10 and April 10, respectively, 
and a 10% penalty attaches to any delinquent payment.  In addition property on the secured roll with 
respect to which taxes are delinquent is sent to collections on or about June 30 of the fiscal year.  Such 
property may thereafter be redeemed by payment of the delinquent taxes and a delinquency penalty, plus 
a redemption penalty of 1-1/2% per month to the time of redemption.  If taxes are unpaid for a period of 
five years or more, the property is deeded to the State and then is subject to sale by the county tax 
collector.  

Property taxes are levied for each fiscal year on taxable real and personal property situated in the 
taxing jurisdiction as of the preceding January 1, except that supplemental assessment and taxation of 
property occurs as of the occurrence of a change of ownership or completion of new construction, timely 
providing increased revenue to taxing jurisdictions to the extent that supplemental assessments of new 
construction or changes of ownership occur subsequent to the January 1 lien date. 

Property taxes on the unsecured roll are due on the lien date and become delinquent, if unpaid on 
the following August 31.  A ten percent (10%) penalty is also attached to delinquent taxes in respect of 
property on the unsecured roll, and further, an additional penalty of 1-1/2% per month accrues with 
respect to such taxes beginning the first day of the third month following the delinquency date.  The 
taxing authority has four ways of collecting unsecured personal property taxes: (1) a civil action against 
the taxpayer; (2) filing a certificate in the office of the county clerk specifying certain facts in order to 
obtain a judgment lien on certain property of the taxpayer; (3) filing a certificate of delinquency for 
record in the county recorder’s office, in order to obtain a lien on certain property of the taxpayer; and 
(4) seizure and sale of personal property, improvements or possessory interests belonging or assessed to 
the assessee.  The exclusive means of enforcing the payment of delinquent taxes in respect of property on 
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the secured roll is the sale of the property securing the taxes to the State for the amount of taxes which are 
delinquent. 

Unitary Taxation of Utility Property 

Historically, property of regulated public utilities has been assessed for local tax purposes by the 
State Board of Equalization on a geographical basis in basically the same manner as other taxable 
property in any taxing jurisdiction. 

In 1987, the State Legislature enacted Chapter 921 amending Section 98.9 and various other 
sections of the Revenue and Taxation Code.  The changes call for the establishment in each county of one 
county-wide tax rate area with the assessed value of all unitary and operating non-unitary utility property 
being assigned to this tax rate area. 

The result is a single assessed valuation figure for all utility property owned by each utility within 
the county without any breakdown for individual taxing jurisdictions.  All of this property is then 
subjected to a tax at a rate equal to the sum of the following two rates: (i) a rate determined by dividing 
the county’s total ad valorem tax levies for the secured roll for the prior year, exclusive of levies for debt 
service, by the county’s total ad valorem secured roll assessed value for the prior year, and (ii) a rate 
determined by dividing the county’s total ad valorem tax levies for the secured roll for the prior year for 
debt service only by the county’s total ad valorem secured roll assessed value for the prior year. 

The foregoing process results in the creation of two pools of money, pool 1 being available for 
general tax purposes and pool 2 for debt service purposes, each pool being then allocated to the various 
taxing jurisdictions in the county by a statutory formula for the county as a whole. 

Assessed Valuation  

The following table sets forth the assessed valuations for the District for fiscal years 2005-06 
through 2008-09. 

DENAIR UNIFIED SCHOOL DISTRICT 
Assessed Valuations 

Year Local Secured Utility Unsecured 
Total Before Rdv. 

Increment 

2005-06 $553,642,093 $533,325 $18,907,104 $573,082,522 
2006-07 699,494,939 525,774 27,381,302 727,402,015 
2007-08 841,001,016 168,814 23,790,133 864,959,963 
2008-09 795,250,979 403,269 24,457,917 820,112,165 

  
Source: California Municipal Statistics, Inc. 
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The following table sets forth the tax rates per $100 of assessed valuation within Tax Rate 
Area 56-001 for fiscal year 2008-09. 

DENAIR UNIFIED SCHOOL DISTRICT 
Typical Tax Rate per $100 of Assessed Valuation (TRA 56-001) 

General 1.000000 
Denair Unified School District .089553 
Yosemite Community College District   .014466 

Total 1.104019 
  
Source: California Municipal Statistics, Inc. 

 
The following table sets forth the assessed valuations by land use in the District as determined by 

secured assessed valuation in fiscal year 2008-09. 

DENAIR UNIFIED SCHOOL DISTRICT 
Assessed Valuation and Parcels by Land Use 

 2008-09 
Assessed Valuation(1) 

% of 
Total 

No. of 
Parcels 

% of 
Total 

Non-Residential:     
Agricultural $296,066,884 37.23% 579 18.55% 
Commercial 8,442,632 1.06 44 1.41 
Vacant Commercial 1,614,512 0.20 10 0.32 
Industrial 4,001,281 0.50 11 0.35 
Government/Social/Institutional          45,035     0.01      11     0.35 

Subtotal Non-Residential $310,170,344   39.00%    655   20.98% 
     
Residential:     

Single Family Residence $443,141,174 55.72% 1,927 61.72% 
2-3 Residential Units 3,842,004 0.48 26 0.83 
4+ Residential Units/Apartments 5,028,634 0.63 14 0.45 
Vacant Residential   33,068,823     4.16    500   16.02 

Subtotal Residential $485,080,635   61.00% 2,467   79.02% 
     
Total $795,250,979 100.00% 3,122 100.00% 

  
               (1)   Local Secured Assessed Valuation before the reduction of the redevelopment incremental valuation; excluding tax-     
               exempt property. 

Source: California Municipal Statistics Inc. 
 

Tax Levies and Delinquencies     

Beginning in 1978-79, Article XIIIA and its implementing legislation shifted the function of 
property taxation primarily to the counties, except for levies to support prior-voted debt, and prescribed 
how levies on county-wide property values are to be shared with local taxing entities within each county.  
The following table sets forth the tax levy and delinquency information for the entire County of 
Stanislaus.  The actual delinquency information for the District may differ from the County-wide 
experience set forth in the following table.   
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STANISLAUS COUNTY 
Secured Tax Charges and Delinquencies 

Fiscal Year 
Secured 

Tax Charge(1) 
Amt. Del. 
June 30 

% Del. 
June 30 

2003-04 $286,449,348 7,269,857 2.54% 
2004-05 316,400,352 6,847,627 2.16 
2005-06 376,561,640 11,671,503 3.10 
2006-07 437,629,068 26,374,570 6.03 
2007-08 506,644,920 46,880,351 9.25 

  
(1) Based on all property taxes collected by the County. 
Source: California Municipal Statistics, Inc. based upon information available from State 
Controller’s Office.  

 
Largest Taxpayers   

The largest assessed property taxpayers in the District for fiscal year 2008-09 are shown in the 
exhibit below. 

DENAIR UNIFIED SCHOOL DISTRICT 
2008-09 Largest Local Secured Taxpayers 

 

Property Owner 
Primary 
Land Use 

2008-09 
Assessed 

Valuation 
% of 

Total(1) 

1. Fresno Farming LLC Agricultural $  15,164,694 1.91% 
2. Valley Fresh Foods Inc. Agricultural 14,810,638 1.86 
3. JKB Homes Norcal Inc. Residential Development 11,171,489 1.40 
4. Foster Dairy Farms Agricultural 11,043,307 1.39 
5. J.C. Williams Company Residential Development 7,850,649 0.99 
6. Roy A. & Doris J. Johnson Agricultural 6,472,937 0.81 
7. Montpelier Orchards Agricultural 5,879,198 0.74 
8. Wendell J. Naraghi Agricultural 5,600,006 0.70 
9. Lakespring Farms Corp. Agricultural 5,233,311 0.66 
10. William Haringa Agricultural 5,137,721 0.65 
11. California Royale LLC Agricultural 4,724,652 0.59 
12. Margaret Naraghi-Quattrin Agricultural 4,463,990 0.56 
13. Montpelier Farming Corporation Agricultural 4,414,001 0.56 
14. Ray C. & Jeanette Veldhuis Agricultural 4,247,309 0.53 
15. Fairbanks Ranch I LLC Residential Development 4,032,570 0.51 
16. D&M AG Agricultural 3,967,394 0.50 
17. Jose L. & Barbara O. Garcia Agricultural 3,913,120 0.49 
18. Texas Municipal Plans Consortium LLC Agricultural 3,838,625 0.48 
19. Joseph B. & Belinda M. Silva Agricultural 3,499,851 0.44 
20. Campos Land Co. Agricultural     3,381,068   0.43 
 Total  $128,846,530 16.20% 

  
(1) 2008-09 Local Secured Assessed Valuation:  $795,250,979 
Source: California Municipal Statistics, Inc. 
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Statement of Direct and Overlapping Debt      

Set forth below is a statement of direct and overlapping debt (the “Debt Statement”) prepared by 
California Municipal Statistics, Inc., with information as of March 19, 2009.  The Debt Statement is 
included for general information purposes only.  The District has not reviewed the Debt Statement for 
completeness or accuracy and makes no representation in connection therewith. 

The Debt Statement generally are includes long-term obligations sold in the public credit markets 
by public agencies whose boundaries overlap the boundaries of the District in whole or in part.  Such 
long-term obligations generally are not payable from revenues of the District (except as indicated) nor are 
they necessarily obligations secured by land within the District.  In many cases, long-term obligations 
issued by a public agency are payable only from the general fund or other revenues of such public agency.  
Self-supporting revenue bonds, tax allocation bonds and non-bonded capital lease obligations are 
excluded from the Debt Statement. 

DENAIR UNIFIED SCHOOL DISTRICT 
Statement of Direct and Overlapping Debt 

 
2008-09 Assessed Valuation: $820,112,165 
Redevelopment Incremental Valuation:   26,373,889 
Adjusted Assessed Valuation: $793,738,276 
 
DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 3/19/09 
Yosemite Community College District 1.551% $  3,553,263 
Denair Unified School District 100. 15,363,069 (1) 
  TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT   $18,916,332  
 
OVERLAPPING GENERAL FUND DEBT: 
Stanislaus County Certificates of Participation 2.189% $2,081,848 
Stanislaus County Pension Obligations 2.189 1,052,252 
Stanislaus County Office of Education Certificates of Participation 2.189 111,748 
Denair Unified School District Certificates of Participation 100. 3,475,000 
  TOTAL OVERLAPPING GENERAL FUND DEBT   $6,720,848 
 
  COMBINED TOTAL DEBT  $25,637,180 (2) 
 
Ratios to 2008-09 Assessed Valuation: 
  Direct Debt  ($15,363,069) ............................................................1.87% 
  Total Direct and Overlapping Tax and Assessment Debt...............2.31% 
 
Ratios to Adjusted Assessed Valuation: 
  Combined Direct Debt  ($18,838,069) .........................................2.37% 
  Combined Total Debt......................................................................3.23% 
 
STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/08:  $0 
 
  
(1) Excludes bond anticipation notes to be sold. 
(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-bonded 

capital lease obligations. 
Source: California Municipal Statistics Inc. 
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STANISLAUS COUNTY INVESTMENT POOL 

Under the California Education Code, the District is required to deposit all monies received from 
any source into the County Treasury to be held on behalf of the District.  The County maintains a written 
policy (the “Investment Policy”) with respect to the investment of public funds which provides a means to 
implement the basic objectives of its investment program pursuant to California Code Section 53630.  
The objective of the Investment policy is to maintain safety of principal and the level of liquidity 
necessary to meet the needs of the County and agencies participating in the Treasury.  The County’s 
Investment Policy is reviewed and adopted by resolution by the County Board of Supervisors on an 
annual basis.  The most current Investment Policy was effective on March 16, 2009. 

County Treasury Pool.  The daily investment of Pool funds has been delegated to the Stanislaus 
County Treasurer/Tax Collector (“Treasurer”) pursuant to Government Code section 27000.1 and the 
Stanislaus County Board of Supervisors’ ordinance 2.30.010 (approved April 16, 1996).  According to the 
Investment Policy, the primary objective of the investment of short term operating funds is to maintain 
the principal of such funds (safety) in investment vehicles which are easily converted to cash (liquidity) 
while obtaining a competitive market rate of return (yield) for the risk taken at the time of investing.  

Safety of principal is of paramount importance.  Investments will only be made in securities, 
which have a very high probability of maintaining the principal invested.  Only highly rated or strongly 
collateralized investments will be made.  Diversification by type of investment, issuer and maturity to 
minimize the risk of loss of principal due to credit deterioration or interest rate volatility will be made.  
Sales of securities before maturity may be made if at a gain, to avoid an anticipated default of payment by 
the issuer of interest or principal or if such sale will allow investment in a higher yielding vehicle and any 
loss upon sale can be more than compensated by additional interest earnings within a six month period.  
Sale of securities also may be made for efficiency if due to the growth in the size of the portfolio any 
investment is less than one-fourth of one percent of the total portfolio.  

To achieve appropriate liquidity needs the Pool’s investments must be in maturity ranges which 
meet normal, anticipated disbursement requirements of all depositors as can be determined by historical 
disbursement patterns as well as communicated forecasts by depositors.  Unanticipated cash disbursement 
needs require that investments be easily convertible to cash by maintaining shorter maturities in highly 
traded securities.  

To achieve a competitive market rate of return or yield, individual investment decisions must be 
made on a competitive basis.  Due to the primary need of maintaining the purchasing power and cash 
availability of depositors’ funds, the portfolio’s yield will normally be lower than that of higher-risk, 
longer maturity investment pools.  An earnings rate goal for the fund will generally achieve a yield, which 
is 100 basis points higher than inflation.  
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The following table sets forth the investments held in the County Pool, as of February 28, 2009. 

STANISLAUS COUNTY 
Treasury Pool Portfolio Composition 

(as of February 28, 2009) 

Investments       Dollar Cost* Market Value* 
Ave. Days to 

Maturity 
YTM 

360 Equivalent 

Commercial Paper $  14,951,700     $14,910,150 141 0.69% 
Bankers Acceptances 54,704,144        54,982,240 16 1.63 
Managed Funds 40,000,000 40,120,536 1 2.51 
Agencies – Coupon  364,965,052 375,229,750 390 4.24 
Agencies – Discount  341,852,597      344,771,000 75 1.62 
Treasuries – Coupon   44,985,986 45,888,550 320 3.84 
Treasuries – Discount  88,605,769 89,743,050 195 1.63 
Medium Term Notes 59,053,699 59,547,150 742 2.53% 
Total Investments $1,009,118,947 $1,025,192,426 244 2.74% 
Cash/Bank Balances 69,364,935        69,364,935   
     
TOTAL $1,078,483,881 $1,094,557,361   

                                                                               
           * Rounded. 
           Source: Stanislaus County Treasurer. 

 
 

CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES 
AND APPROPRIATIONS 

 
Article XIIIA of the California Constitution 

Basic Property Tax Levy.  Article XIIIA limits the amount of any ad valorem tax on real property 
to one percent 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) 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. Article XIIIA 
defines full cash value to mean “the county assessor’s valuation of real property as shown on the 1975-76 
tax bill under full cash value, or thereafter, the appraised value of real property when purchased, newly 
constructed, or a change in ownership have occurred after the 1975 assessment.”  This full cash value 
may be increased at a rate not to exceed two percent per year to account for inflation. 

Article 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. 

Legislation Implementing Article XIIIA.  Legislation has been enacted and amended a number 
of times since 1978 to implement Article XIIIA. Under current law, local agencies are no longer 
permitted to levy directly any property tax (except to pay voter-approved indebtedness).  The 1% property 
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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. 

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. 

Constitutional Appropriations Limitation 

Article XIIIB (“Article XIIIB”) 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 such as the Lease Payments, (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 XIIIB 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 fifty percent 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 
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allocated to the State School Fund under Section 8.5 of Article XVI of the State Constitution.  See “- 
Proposition 98” and “- Proposition - 111” below. 

California Lottery 

In the November 1984 general election, the voters of the State approved a Constitutional 
Amendment establishing a California State Lottery (the “State Lottery”), the net revenues (revenues less 
expenses and prizes) of which shall be used to supplement other moneys allocated to public education.  
The legislation further requires that the funds shall be used for the education of pupils and students and 
cannot be used for the acquisition of real property, the construction of facilities or the financing of 
research. 

Allocation of State Lottery net revenues is based upon the average daily attendance or full-time 
equivalent students at each school and community college district; however, the exact allocation formula 
may vary from year to year.  At this time, the amount of additional revenues that may be generated by the 
State Lottery in any given year cannot be predicted. 

Propositions 46 and 39 

On June 3, 1986, California voters approved Proposition 46, which added an additional 
exemption to the 1% tax limitation imposed by Article XIIIA.  Under this amendment to Article XIIIA, 
local governments and school and community college districts may increase the property tax rate above 
1% for the period necessary to retire new, Bond Anticipation Notes, if two-thirds of those voting in a 
local election approve the issuance of such Notes and the money raised through the sale of the Notes is 
used exclusively to purchase or improve real property. 

On November 7, 2000, California voters approved Proposition 39, called the “Smaller Classes, Safer 
Schools and Financial Accountability Act” (the “Smaller Classes Act”) which amends Section 1 of 
Article XIIIA, Section 18 of Article XVI of the California Constitution and Section 47614 of the 
California Education Code and allows an alternative means of seeking voter approval for bonded 
indebtedness by 55 percent of the vote, rather than the two-thirds majority required under Section 18 of 
Article XVI of the 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 XIIID”), which contain a number of 
provisions affecting the ability of local agencies, including school districts, to levy and collect both 
existing and future taxes, assessments, fees and charges. 

According to the “Title and Summary” of Proposition 218 prepared by the California Attorney 
General, Proposition 218 limits “the authority of local governments to impose taxes and property-related 
assessments, fees and charges.”  Among other things, Article XIIIC establishes that every tax is either a 
“general tax” (imposed for general governmental purposes) or a “special tax” (imposed for specific 
purposes), prohibits special purpose government agencies such as school districts from levying general 
taxes, and prohibits any local agency from imposing, extending or increasing any special tax beyond its 
maximum authorized rate without a two-thirds percent vote; and also provides that the initiative power 
will not be limited in matters of reducing or repealing local taxes, assessments, fees and charges.  
Article XIIIC further provides that no tax may be assessed on property other than ad valorem property 
taxes imposed in accordance with Articles XIII and XIIIA of the California Constitution and special taxes 
approved by a two-thirds percent 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 
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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 Notes or the Prior Notes. 

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 November 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 Santa Barbara 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 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.  
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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 XIIIB 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 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 XIIIB 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 enrollment (the 
“second test”).  Under Proposition 111, schools will receive the greater of (1) the first test, (2) the second 
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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-third 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. 

Future Initiatives 

Article XIIIA, Article XIIIB, Article XIIIC and Article XIIID of the California Constitution and 
the Propositions discussed above 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. 

LEGAL OPINION  

The proceedings in connection with the issuance of the Notes are subject to the approval as to 
their legality of Garcia Calderón Ruíz, LLP, San Diego, California, Bond Counsel for the District.  A 
copy of the legal opinion will be printed on the Note.  Garcia Calderón Ruíz, LLP also served as 
Disclosure Counsel to the District.  The fees of Bond Counsel and Disclosure Counsel are contingent 
upon the issuance and delivery of the Notes. 

TAX MATTERS 

In the opinion of Garcia Calderón Ruíz, LLP, San Diego, California, Bond Counsel, based on an 
analysis of existing statutes, regulations, rulings and court decisions, and in reliance on certain 
certificates, opinions, and other things, interest on the Notes is excludable from gross income for federal 
income tax purposes and is exempt from State of California personal income taxes.  Bond Counsel is also 
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of the opinion that interest on the Notes is not an item of tax preference for purposes of the alternative 
minimum tax imposed on individuals and corporations nor is such interest taken into account in 
determining adjusted current earnings for the purpose of computing the alternative minimum tax imposed 
on certain corporations.  A copy of the proposed form of opinion of Bond Counsel is attached hereto as 
Appendix D. 

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

The Notes purchased, whether at original issuance or otherwise, for an amount greater than their 
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Notes”) will 
be treated as having amortizable bond premium.  No deduction is allowable for the amortizable bond 
premium for Notes, like the Premium Notes, the interest on which is excludable from gross income for 
federal income tax purposes.  However, a purchaser’s basis in a Premium Bond and, under Treasury 
Regulations, the amount of tax-exempt interest received will be reduced by the amount of amortizable 
bond premium properly allocable to such purchaser.  Beneficial Owners of Premium Notes should consult 
their own tax advisors with respect to the proper treatment of amortizable bond premium in their 
particular circumstances. 

The Internal Revenue Code of 1986, as amended (the “Code”) imposes various restrictions, 
conditions, and requirements relating to the exclusion from gross income for federal income tax purposes 
of interest on obligations such as the Notes.  The District has covenanted to comply with certain 
restrictions designed to assure that interest on the Notes will not be included in federal gross income.  
Failure to comply with these covenants may result in interest on the Notes being included in federal gross 
income, possibly from the date of issuance of the Notes.  The opinion of Bond Counsel assumes 
compliance with these covenants.  Bond Counsel has not undertaken to determine (or to inform any 
person) whether any actions taken (or not taken) or events occurring (or not occurring) after the date of 
issuance of the Notes may affect the tax status of interest on the Notes. 

Although Bond Counsel expects to render an opinion that interest on the Notes is excludable from 
gross income for federal income tax purposes and exempt from State of California personal income taxes, 
the ownership or disposition of, or the accrual or receipt of interest on, the Notes may otherwise affect a 
Beneficial Owner’s federal or state tax liability.  The nature and extent of these other tax consequences 
will depend upon the particular tax status of the Beneficial Owner or the Beneficial Owner’s other items 
of income or deduction.  Bond Counsel expresses no opinion regarding any such other tax consequences. 
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In addition, no assurance can be given that any future legislation, including amendments to the 
Code, if enacted into law, or changes in interpretation of the Code, will not cause interest on the Notes to 
be subject, directly or indirectly, to federal or state income taxation, or otherwise prevent beneficial 
owners of the Notes from realizing the full current benefit of the tax status of such interest.  Prospective 
purchasers of the Notes should consult their own tax advisers regarding any pending or proposed federal 
or state tax legislation.  Further, no assurance can be given that the introduction or enactment of any such 
future legislation, or any action of the Internal Revenue Service (“IRS”), including but not limited to 
regulation, ruling, or selection of the Notes for audit examination, or the course or result of any IRS 
examination of the Notes, or obligations that present similar tax issues, will not affect the market price or 
liquidity of the Notes. 

CERTAIN LEGAL MATTERS 

Absence of Material Litigation  

No litigation is pending or threatened concerning the validity of the Notes, and a certificate to that 
effect will be furnished to purchasers at the time of the original delivery of the Notes.  The District is not 
aware of any litigation pending or threatened that (i) questions the political existence of the District, 
(ii) contests the District’s ability to receive ad valorem taxes or to collect other revenues or (iii) contests 
the District’s ability to issue and retire the Notes. 

Qualified Tax Exempt Obligations 
 

The District has designated the Notes as “qualified tax-exempt obligations” within the meaning of 
Section 265(b)(3) of the Code.  In connection with such designation, the District has covenanted that (i) 
the Notes do not constitute private activity Notes as defined in Section 141 of the Tax Code, and (ii) not 
more than $30,000,000 aggregate principal amount of obligations the interest on which is excludable 
(under Section 103(a) of the Tax Code) from gross income for federal income taxes (excluding, however, 
private activity Notes, as defined in Section 141 of the Tax Code, other than qualified 501(c)(3) Notes as 
defined in Section 145 of the Tax Code), including the Notes, have been or shall be issued by or on behalf 
of the District, including all subordinate entities of the District, during the calendar year 2009. 
 
 

RATING 
 

Standard & Poor’s Ratings Services, a Division of The McGraw-Hill Companies, Inc. (“S&P”) 
has assigned a municipal bond rating of “SP-1” to the Notes.  Such rating reflects only the views of such 
organization and an explanation of the significance of such rating may be obtained from such rating 
agency.  There is no assurance that any credit rating given to the Notes will be maintained for any period 
of time or that the rating may not be lowered or withdrawn entirely by such rating agency if, in its 
judgment, circumstances so warrant.  Any such downward revision or withdrawal of such ratings may 
have an adverse effect on the market price of the Notes.   

UNDERWRITING 

 The Notes are being purchased by Kinsell, Newcomb & De Dios, Inc. (the “Underwriter”).  The 
Underwriter has agreed to purchase the Notes at a price of $2,859,979.90 (which is equal to the aggregate 
principal amount of the Notes of $2,859,979.90, plus original issue premium of $149,808.80, less original 
issue premium retained by the Underwriter in the total amount of $149,808.80 to pay the Underwriter’s 
discount of $22,573.42 and costs of issuance of $127,235.38). 
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The Underwriter may offer and sell Notes to certain dealers and others at prices lower than the 
offering prices stated on the cover page hereof.  The offering prices may be changed by the Underwriter. 

ADDITIONAL INFORMATION 

The discussions herein about the Bond Resolution and the Continuing Disclosure Certificate are 
brief outlines of certain provisions thereof. Such outlines do not purport to be complete and for full and 
complete statements of such provisions reference is made to such documents. Copies of these documents 
mentioned are available from the Underwriter and following delivery of the Notes will be on file at the 
offices of the Paying Agent in San Francisco, California. 

References are also made herein to certain documents and reports relating to the District; such 
references are brief summaries and do not purport to be complete or definitive. Copies of such documents 
are available upon written request to the District. 

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

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

 

       DENAIR UNIFIED SCHOOL DISTRICT 
 
 

By:  ______/s/ Edward E. Parraz_________ 
                                          Superintendent 
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APPENDIX A 

DISTRICT FINANCIAL INFORMATION 

Accounting Practices 
 
 The accounting practices of California school district, including 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.  Revenues are recognized in the period in which they become 
both measurable and available to finance expenditures of the current fiscal period.  Expenditures are 
recognized in the period in which the liability is incurred. 
 
 District accounting is organized on the basis of funds or account groups, each of which is 
considered to be a separate accounting entity.  The operations of each fund are accounted for with a 
separate set of self-balancing accounts comprising its assets, liabilities, fund balance (or retained 
earnings), revenues, and expenditures (or expenses).  The major fund classification is the general fund, 
which accounts for all financial resources not identified as requiring special fund placement.  The 
District’s fiscal year begins on July 1 and ends on June 30. 
 
Financial Statements 
 
 The following table summarizes the District’s Statement of General Fund Revenues, 
Expenditures and Changes in Fund Balance for the fiscal years 2005-06, 2006-07 and 2007-08.  Included 
as Appendix B hereto are the District’s 2007-08 Audited Financial Statements.  Those statements have 
been examined by Vavrinek, Trine, Day & Co., LLP, Certified Public Accountants, to the extent indicated 
in their report appearing in Appendix B.  See Appendix B for further detail on the District’s financial 
condition. 
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DENAIR UNIFIED SCHOOL DISTRICT 
General Fund Balances, Revenues, and Expenditures 

Fiscal Years 2005-06 through 2007-08 
 

 2005-06 
Audited Actual 

2006-07 
Audited Actual 

2007-08 
Audited Actual 

REVENUES    
Revenue Limit $  7,361,510 $  8,324,469 $8,319,652 
Federal Revenue 672,753 587,390 716,267 
Other State Revenue 1,468,181 2,162,066 2,190,926 
Other Local Revenue      677,431      752,801        805,873 

Total Revenues $10,179,875 $11,826,726 $12,032,718 
    
EXPENDITURES    
Current    

Instruction $  6,606,986 $  7,324,397 $8,096,022 
Instruction-related activities:    

Supervision of instruction 86,194 68,002 77,844 
Instructional library, media, and technology 230,061 242,218 253,014 
School site administration 793,959 803,141 916,911 

Pupil Services:    
Home-to-school transportation 158,990 156,681 322,122 
Food services 3,869 3,995 4,030 
All other pupil 224,748 232,042 335,073 

General administration:    
Data processing 14,693 13,626 14,404 
All other general administration 579,037 568,033 681,963 

Plant services 955,773 1,019,582 1,003,002 
Facility acquisition and construction -- -- -- 
Ancillary services 124,718 150,589 139,679 
Other Outgo 459,085 543,026 228,250 

Debt Service    
Principal 7,362 -- -- 
Interest and other             235               --                --  

Total Expenditures $10,245,710 $11,125,332 $12,072,314 
    
Excess (Deficiency) of Revenues over Expenditures (65,835) 701,394 (39,596) 
    
Other Financing Sources & Uses    

Operating Transfers In 63,356 87,586 11,012 
Operating Transfers Out     (128,308)     (113,557)      (72,574) 

Net Financing Sources       (64,952)       (25,971)      (61,562) 
    
Ending Balance $     589,002 $  1,264,425 $1,163,267 

   
Source:  The District’s audited financial statements for 2005-06, 2006-07 and 2007-08. 
 
 
Budget Process 
 
 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. 
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 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 8 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 superintendent, 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 State Superintendent of Public Instruction of all school districts whose budget has been 
disapproved. 
 
 For all dual budget option districts 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. 
 
 The District has never had an adopted budget disapproved by the county superintendent of 
schools, and has never received a “negative” or “qualified” certification of an Interim Financial Report 
pursuant to AB 1200.  
 
District’s Adopted Budget 
 
 The District is required to prepare three annual financial reports to be submitted to the State 
Department of Education and the Stanislaus County Superintendent of Schools.  The first report is the 
adopted budget (the “Budget”), which is a fiscal plan for the year and must be adopted before July 1.  In 
addition, the District is required to prepare a First Interim Report by December 15 and a Second Interim 
Report by March 15.  The interim reports include a certification by the President of the Board of whether 
the District is able to meet its financial obligations for the remainder of the fiscal year. The District 
adopted its 2008-09 budget on June 26, 2008. 
 
 The Second Interim Report of the District, filed with the State Department of Education on March 
17, 2009, indicates that based on current projections the District would be able to meet all of its financial 
obligations for the 2008-09 fiscal year and the subsequent two fiscal years. 
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 The following table sets forth the District’s 2008-09 Adopted General Fund Budget and its 
estimated actual General Fund revenues and expenditures for 2008-09 from the District’s Second Interim 
Report for 2008-09. 
 

DENAIR UNIFIED SCHOOL DISTRICT 
Adopted General Fund Budget and 

Estimated Actual General Fund Revenues and Expenditures 
for Fiscal Year 2008-09 

 
Adopted Budget 

2008-09 

Second Interim 
Report 
2008-09 

Revenues   
Revenue Limit Sources $8,294,944 $8,057,580 
Federal Revenue 703,536 908,729 
Other State Revenue 1,654,249 1,738,623 
Other Local Revenue 808,115 870,844 

Total Revenues $11,460,844 $11,575,776 
   
Expenditures   

Certificated Salaries $5,565,705 $5,603,411 
Classified Salaries 1,876,732 1,907,332 
Employee Benefits 1,843,220 1,870,288 
Books and Supplies 450,656 433,694 
Services and Other Operating Expenses 1,581,609 1,702,857 
Capital Outlay 6,000 6,000 
Other Outgo 232,262 202,004 
Transfers of Indirect / Direct Support Costs (45,881) (45,881) 

Total Expenditures $11,510,303 $11,679,705 
   
Excess (Deficiency) of Revenues Over Expenditures  (49,459) (103,929) 
   
Other Financing Sources/Uses   

Interfund Transfers   
Transfers In 10,500 50,247 
Transfers Out - 84,906 

Other Sources/Uses  - 
Sources - - 
Uses - - 

Contributions - - 
Total Other Financing Sources/Uses 10,500 (34,659) 
Net Inc/Dcr to Fund Balance (38,959) (138,588) 
Beginning Balance 1,163,266 1,163,266 
Ending Balance 1,124,307 1,024,678 
Components of Ending Fund Balance   
     Revolving Cash 3,900 3,900 
     Stores - - 
     Prepaid Expend. - - 
     Reserve for Economic Uncertainty 345,310 352,939 
     Other restricted 508,349 - 
     Undesignated 775,097 667,839 
Total $1,632,655 $1,024,678 

  
Source: The District’s adopted budget and the Second Interim Report for 2008-09. 
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Long-term Obligations 
 
 The following table sets forth the District’s outstanding long-term obligation at June 30, 2008.   
 

DENAIR UNIFIED SCHOOL DISTRICT 
Long-term Obligations 

 
Balance 

July 1, 2007 Additions Deductions 
Balance 

June 30, 2008 
Due in 

One Year 

General obligation bonds $  9,891,933 $263,942 $  85,000 $  10,070,875 $  115,000 
Premium on bond issue 184,849             -- 9,242 175,607 9,242 
Certificates of participation 3,780,000             -- 150,000 3,630,000 155,000 
Accumulated vacation - net 166,158 614               -- 166,772 -- 
Capital leases       70,862                 --     16,625          54,237     17,332 
Total $14,093,802 $264,556 $260,867 $14,097,491 $296,574 

  
Source:  The District’s audited financial statements for June 30, 2008. 
 

The general obligation bonds are paid by the Bond Interest and Redemption Fund through the 
collection of local property taxes.  The certificates of participation are paid from the COP Debt Service 
Fund.  The accumulated vacation is paid by the fund for which the employee worked.  The capital leases 
are paid from the Capital Facilities Fund. 

 
General Obligation Bonds.  On March 28, 2002, the District issued General Obligation Bonds 

(Election of 2001, Series A) (the “2002 Bonds”) in the initial principal amount of $5,161,002.  On May 
22, 2003, the District issued General Obligation Bonds (Election of 2001, Series B) (the “2003 Bonds”) in 
the initial principal amount of $3,037,067.  The 2002 Bonds and the 2003 Bonds were issued as current 
interest bonds and capital appreciation bonds.  Interest on the current interest bonds accrues from their 
dated date and is payable on February 1 and August 1 of each year.  The capital appreciation bonds are 
dated the date of delivery of the bonds and accrete interest from that date, compounded semiannually on 
February 1 and August 1 of each year.  As of June 30, 2008, the 2002 Bonds and the 2003 Bonds were 
outstanding in the aggregate principal amount of $10,070,875, including the accreted interest on capital 
appreciation bonds.   
 
 On July 1, 2008, the District issued General Obligation Bonds, Election of 2007, Series 2008 (the 
“2008 Bonds”) in the original principal amount of $7,500,000.  The 2008 Bonds were issued as current 
interest bonds and are payable as to interest on February 1 and August 1 of each year.  The 2008 Bonds 
are scheduled to mature August 1, 2032. 
 
General Fund Revenue Sources 
 
 The District’s general fund budget identifies four categories of revenues by source:  (1) “revenue 
limit” sources (primarily State funding and local property taxes), (2) federal revenues, (3) other State 
revenues (including lottery funds), and (4) other local revenues.  Each of these revenue sources is 
described below. 
 
 Revenue Limit Sources.  Since fiscal year 1973-74, California school districts have operated 
under general purpose revenue limits established by the State Legislature.  In general, the revenue limit 
for a district is calculated by multiplying (1) the average daily attendance (“ADA”) for the District by (2) 
a base revenue limit per unit of ADA.  The revenue limit calculations are adjusted annually in accordance 
with a number of factors designed primarily to provide cost of living increases and to equalize revenues 
among all California school districts of the same type (i.e., elementary, high school, or unified).  See 
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“THE DISTRICT - Student Enrollment, Average Daily Attendance and Base Revenue Limit” in the body 
of this Official Statement for the District’s ADA information.   
 
 Prior to the passage of Proposition 13, State aid to a school district was deducted from its revenue 
limit and the result was the maximum amount that could be raised from property taxes. See 
“CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND 
APPROPRIATIONS –Article XIIIA of the California Constitution — Proposition 13-Article XIIIA” 
below.  Proposition 13 limited all property taxes to 1% of assessed valuation.  Immediately thereafter, the 
Legislature devised a system whereby property taxes were distributed to local governments proportionate 
to their collections prior to Proposition 13.   
 
 The principal component of local revenues is the school district’s property tax revenues, i.e., the 
district’s share of the local one-percent property tax, received pursuant to Sections 75 and following and 
Sections 95 and following of the California Revenue and Taxation Code.  Education Code 
Section 42238(h) itemizes the local revenues that are counted towards the base revenue limit before 
calculating how much the State must provide in equalization aid.  The more local property taxes a district 
receives, the less State equalization aid it is entitled to; ultimately, a school district whose local property 
tax revenues exceed its base revenue limit is entitled to receive no State equalization aid, and receives 
only its special categorical aid and the “basic aid” of $120 per student per year guaranteed by Article IX, 
Section 6 of the Constitution.  Such districts are known colloquially as “basic aid districts”.  Districts that 
receive some equalization aid may be referred to as “revenue limit districts”.  The District is not a “basic 
aid district.” 
 
 In 2007-08, the District received $8,319,652 from revenue limit sources accounting for 
approximately 69.15% of the District’s General Fund revenues.  For 2008-09 the District has budgeted 
$8,057,580 of revenue limit source income, which is approximately 69.61% of the District’s budgeted 
General Fund revenues.  Because such a significant amount of the District General Fund revenues are 
received from the State, changes in the financial condition of the State could adversely affect the 
District’s ability to meet its financial obligations.  See “STATE FUNDING OF EDUCATION.” 
 
 Federal Revenues.  The federal government provides funding for several District programs, 
including special education programs, programs under the Educational Consolidation and Improvement 
Act, and specialized programs such as Drug Free Schools and the free and reduced price lunch program.  
The federal revenues, most of which are restricted, constituted approximately 6.09% of General Fund 
revenues in 2007-08, and are budgeted to equal 7.85% of such revenues is 2008-09. 
 
 Other State Revenues.  As discussed above, the District receives State apportionments 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, School-Based Coordination Program, dropout prevention, class size reduction, 
home-to-school transportation, instructional materials and mentor teachers.  These other State revenues 
constituted approximately 18.21% of General Fund revenues in 2007-08, and are budgeted to equal 
approximately 15.02% of such revenues in 2008-09. 
 
 Included within the other State revenues described above are funds received 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 
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financing of research.  Lottery revenues are budgeted to equal approximately 1.58% of the General Fund 
revenues in 2008-09. 
 
 Other Local Revenues.  In addition to property taxes, the District receives additional local 
revenues from items such as interest earnings and donations to schools.  These other local revenues are 
budgeted to less than 7.52% of the General Fund revenues in fiscal year 2008-09. 
 
Developer Fees 
 
 The District maintains a Capital Facilities Fund, separate and apart from the General Fund, to 
account for developer fees and mitigation revenues collected by the District.  The District’s developer 
fees and mitigation revenues may be utilized for any capital purpose related to growth.  Collection of such 
fees followed a formal declaration by the Board of Trustees which addressed the overcrowding of District 
schools as a result of new development.  These fees were changed on January 1, 1987, following 
enactment of California Government Code Section 65995 allowing collection of $1.50 per square foot of 
habitable space on domestic housing and $0.25 per square foot on commercial/industrial developments.  
These square-foot amounts are adjusted for inflation.  The current developer fee is $2.24 per square foot 
of habitable space on domestic housing developments and $0.36 per square foot on commercial/industrial 
developments.  As of June 30, 2008, a balance of $220,902 existed in the District’s Capital Facilities 
Fund. 
 

STATE FUNDING OF EDUCATION 
 
General 
 

Public school district revenues consist primarily of guaranteed State moneys, comprised primarily 
of sales and income taxes, ad valorem property taxes and funds received from the State and federal 
government in the form of categorical aid, which are amounts restricted to specific categories of use, 
under various ongoing programs.  All State Aid (as defined below) is subject to the appropriation of funds 
in the State’s annual budget.  Decreases in State revenues may affect appropriations made by the State 
Legislature to school districts. 

 
A small part of a school district’s budget is from local sources other than property taxes, such as 

interest income, donations, sales of property, and in some cases, developer fees and parcel taxes.  A large 
percentage of a school district’s budgeted revenues comes from categorical funds provided exclusively by 
the State and federal government.  These funds are to be used for specific programs and typically cannot 
be used for any other purpose.  The State lottery is another source of funding for school districts, 
providing approximately 1.7% of a school district’s general fund budget.  Every school district receives 
the same amount of lottery funds per pupil from the State.  The initiative authorizing the State lottery 
mandates the funds be used for instructional purposes and prohibits their use for land acquisition, 
construction or research and development.   

 
School districts in the State have historically received most of their revenues under a formula 

known as the “revenue limit.”  The revenue limit calculation formula was first instituted in Fiscal Year 
1973-74 to provide a mechanism to calculate the amount of general purpose revenue a school district is 
entitled to receive from State and local sources.  Each school district’s revenue limit, which is funded by 
State moneys and local property taxes, is allocated based on the ADA of each school district for either the 
current or preceding school year. Each school district receives a portion of the local property taxes that 
are collected within its district boundaries.  Generally, the State’s apportionment of revenue limit aid 
(“State Aid”) to a school district will amount to the difference between the school district’s revenue limit 
and the school district’s local property tax allocation.  ADA is reported by school districts each year in 
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April, July and December.  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 school 
districts in the State of similar type (i.e., unified school districts, high school districts or elementary 
school districts) and size (e.g., large or small). 

 
The State revenue limit is calculated three times a year for each school district.  The first 

calculation is performed for the First Principal Apportionment in February, the second calculation for the 
Second Principal Apportionment and the final calculation for the end of the fiscal year Annual Principal 
Apportionment (correction that is made in October of the next fiscal year).  Calculations are reviewed by 
the County Office of Education and submitted to the State Department of Education to review the 
calculations for accuracy, calculate the amount of State Aid owed to such school district and notify the 
State Controller of the amount, who then distributes the State Aid. 

 
The calculation of the amount of State Aid a school district is entitled to receive each year is a 

five-step process.  First, the prior year school district revenue limit per ADA is established, with 
recalculations as are necessary for adjustments for equalization or other factors.  Second, the adjusted 
prior year revenue limit per ADA is inflated according to formulas based on the implicit price deflator for 
government goods and services and the Statewide average revenue limit per ADA for school districts.  
During this phase, a deficit factor may be applied to the base revenue limit if so provided in the State 
Budget Act (when appropriation of funds in the State’s annual budget for revenue limits or for any 
categorical program is not sufficient to pay all claims for State Aid, a deficit factor is applied to reduce 
the allocation of State Aid to the amount appropriated).  Third, the current year’s revenue limit per ADA 
for each school district is multiplied by such school district’s ADA for the current or prior year.  For a 
school district with declining enrollment, the current year’s revenue limit per ADA is multiplied by the 
school district’s ADA for the prior year.  This has been the case for the District in recent years, thereby 
providing a cushion until the District’s cost structure adjusts to lower ADA.  Fourth, revenue limit add-
ons are calculated for each school district if such school district qualified for the add-ons.  Add-ons 
include the necessary small school district adjustments, meals for needy pupils and small school district 
transportation, and are added to the revenue limit for each qualifying school district.  Finally, local 
property tax revenues are deducted from the revenue limit to arrive at the amount of State Aid to which 
each school district is entitled for the current year. 

 
State Budget 
 
 As is true for all non-Basic Aid school districts in California, the District’s operating income 
consist primarily of two components: (1) State apportionments funded from the State’s general fund (the 
“State General Fund”), and (2) property tax revenue derived from the District’s share of the 1% local ad 
valorem property tax authorized by the State Constitution.  School districts also receive revenue from the 
State lottery and may be eligible for other special “categorical funding,” including State and federal 
funding for certain programs.  Decreases in State revenues, or in State legislative appropriations made to 
fund education, may significantly affect District operations.  As of the District’s Second Interim Budget 
report, revenue limit sources and other State revenues comprise approximately 84.63% of District 
revenues. 
 
 According to the State Constitution, the Governor of the State is required to propose a budget to 
the State Legislature no later than January 10 of each year, and a final budget must be adopted by a 2/3 
vote of each house of the Legislature no later than June 15, although this deadline is routinely breached.  
The budget becomes law upon the signature of the Governor, who retains veto power over specific items 
of expenditure. 
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 2008-09 State Budget.  On September 23, 2008, the Governor signed the 2008-09 State Budget 
into law (the “2008-09 Budget”).  The 2008-09 Budget attempted to resolve the $24.3 billion budget 
deficit identified in May (2008) Revision to the Governor’s Proposed Budget.  The 2008-09 Budget, as 
adopted, projected revenues of $103.027 billion in 2007-08 and $101.991 billion in 2008-09 (representing 
an increase of $1.837 billion in 2007-08 and a decrease of $996 million in 2008-09, compared with the 
May Revision), provided a modest reserve of $1.7 billion, but projected a deficit of $1.0 billion in 2009-
10. 
 
 Governor Schwarzenegger called a Special Session of the State Legislature on November 5, 2008 
in order to address the State’s estimated $11.2 billion budget shortfall for Fiscal Year 2008-09.  The 
Governor proposed tax increases totaling approximately $4.7 billion.  The Governor also proposed 
midyear spending reductions totaling $4.5 billion, including reductions to K-14 school and community 
college districts of $2.5 billion.  The Governor proposed eliminating the Fiscal Year 2008-09 K-12 
revenue limit COLA of 0.68% and reducing K-12 revenue limits by an additional $1.291 billion, which is 
approximately $300 per ADA.   
 
 On December 31, 2008, the Governor submitted his proposed 2009-10 State budget (the “2009-
10 Proposed Budget”) to the State Legislature.  The 2009-10 Proposed Budget assumed that, without 
corrective action, the State will face a deficit of $39.6 billion at the end of 2009-10.Consequently, the 
2009-10 Proposed Budget proposed $41.7 billion in budgetary solutions to close the gap and establish a 
$2.2 billion reserve, resulting from spending reductions, revenue increases, accounting changes and debt 
issuances.  Included in the proposals were (i) issuance of $4.7 billion in revenue anticipation warrants, (ii) 
lowering the value of the dependent credit for income tax returns, (iii) capturing savings in K-14 
education through spending reductions, accounting changes and cost deferrals, (iv) raising $5 billion in 
proceeds with the securitization of lottery revenues, (v) redirecting $500 million in revenues from 
Proposition 10 cigarette tax and Proposition 63 income tax surcharge, (vi) a temporary increase in the 
State sales tax rate of 1.5 cents per dollar, and (vii) an extension of the State sales and use tax to include 
additional services, as well as an increase of 5 cents on the alcohol excise tax.  Many of these proposals 
will require voter approval to be implemented. 
 

January 8, 2009.  The LAO released its report on the 2009-10 Proposed Budget. The LAO states 
that the 2009-10 Proposed Budget is generally reasonable but will likely be subject to risks associated 
with continued deterioration of the economy and additional costs that the State is likely to incur but are 
not included in the 2009-10 Proposed Budget.  In addition, the 2009-10 Proposed Budget relies heavily 
on State borrowing that is subject to voter approval, the favorable resolution of legal issues, and the 
State’s access to credit markets. 

 
February 19, 2009.  The California Legislature voted to approve a budget package (the “Budget 

Package”) addressing the State’s $42 billion deficit, which includes $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 includes revisions to the 2008-09 Budget and adoption of the 2009-10 Budget, covering 
a 17-month period ending July 1, 2010, addressing spending reductions, revenue increases, economic 
stimulus and increasing government efficiency.  Certain measures will require voter approval at a special 
State-wide election to be held on May 19, 2009.  Key provisions of the Budget Package are: 

 
• Education Spending Reductions:  Proposition 98-related reductions, consisting of 

approximately $7.4 billion in reductions in Proposition 98 funding in 2008-09 compared to 
the adopted 2008-09 Budget Act, through $2.4 billion in program reductions and savings and 
$5 billion in Proposition 98 funding deferrals and fund swaps.  The 2009-10 Budget provides 
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for $400 million in fund swaps and a total Proposition 98 funding of $55.3 billion, which is 
$400 million less than the total amount proposed in 2008-09. 
 

• Health and Human Services Reductions:  Approximately $1.6 billion in reductions by 
eliminating cost-of-living increases, cutting payments to certain centers serving the disabled, 
reducing monthly public assistance benefit payments, and delaying projects. 
 

• State Employee Payroll Reductions:  Approximately $1.4 billion in reductions by 
implementing furloughs, reductions in overtime, and elimination of some State paid holidays. 
 

• Sales Tax Increase:  A 1-cent increase in the State sales tax, generating approximately $5.9 
billion (2 years). 
 

• Vehicle License Fee Increase:  Increasing the fee from 0.65 percent to 1.15 percent (2 years).  
 

• State Personal Income Tax Increase:  Imposing a 0.25 percent surcharge on personal income 
tax and reducing the dependent tax credit (2 years). 
 

• State Lottery:  Provisions modernizing the State Lottery to generate approximately $5 billion 
in revenues in 2009-10. 
 

• Reducing State Categorical Funding for Education; Increasing Categorical Flexibility:  
Reductions in K-12 categorical programs estimated at approximately 15 percent.  However, to 
mitigate program reductions, the budget provides for categorical funding flexibility over 5 
years, allowing the transfer of funds from 40 categorical programs to the general fund, 
commencing in 2008-09.  In addition, categorical ending balances can be used for general 
purpose activities in the current and budget year with certain exclusions. 

 
February 20, 2009.  The Governor signed the Budget Package.  The Governor used his line item 
veto authority in an attempt to achieve $1 billion more in State General Fund savings in the 2009-
10 Budget.  This includes at least a 10 percent reduction in expenditures for certain State offices 
through furlough days, elimination of positions, overtime reform and reducing paid State 
holidays, replacing State General Fund appropriations with respect to higher education with 
federal funds, and finding savings through reforms and cost saving measures with the California 
Department of Corrections and Rehabilitation. 

 
 The District cannot predict what actions will be taken in future years by the State Legislature and 
the Governor to address State fiscal issues.  Actions taken may be adverse to the District.  State income 
tax and other receipts, as well as State expenditures, can fluctuate significantly from year to year, 
depending on economic conditions in the State and the nation.  Because funding for education is closely 
related to overall State income, funding levels can also vary significantly from year to year, even in the 
absence of significant education policy changes.  The District cannot predict how State income, State 
expenditures or State education funding will vary over the entire term to maturity of the Notes, and the 
District takes no responsibility for informing owners of the Notes as to any such fluctuations, except to 
the extent such information is disclosed pursuant to the District’s continuing disclosures undertaking.  
However, the Notes are payable from ad valorem taxes levied on taxable property within the District and 
not from the District’s operating funds. 
 
 Information about the State budget and State spending for education is regularly available at 
various State-maintained websites, including the website of the Department of Education, 
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www.cde.ca.gov.  Text of the budget may be found at the website of the Department of Finance, 
www.dof.ca.gov, under the heading “California Budget.”  An impartial analysis of the budget is posted by 
the Office of the Legislative Analyst at www.lao.ca.gov.  In addition, various State official statements, 
many of which contain a summary of the current and past State budgets and the impact of those budgets 
on school districts in the State, may be found at the website of the State Treasurer, www.treasurer.ca.gov.  
The information contained in these websites has not, however, been prepared or reviewed for use in this 
Official Statement by any party, is not incorporated by reference and should not be relied upon as being 
complete or accurate.  No attempt is being made in this Official Statement to present complete or accurate 
information concerning the State budget.   
 
 THE STATE HAS NOT ENTERED INTO ANY CONTRACTUAL COMMITMENT 
WITH THE DISTRICT, THE PAYING AGENT, THE UNDERWRITER OR THE OWNERS OF 
THE NOTES TO PROVIDE STATE BUDGET INFORMATION TO THE DISTRICT OR THE 
OWNERS OF THE NOTES.  ALTHOUGH THEY BELIEVE THE STATE SOURCES OF 
INFORMATION LISTED ABOVE ARE RELIABLE, NEITHER THE DISTRICT NOR THE 
UNDERWRITER ASSUMES ANY RESPONSIBILITY FOR THE ACCURACY OF THE STATE 
BUDGET INFORMATION SET FORTH OR REFERRED TO HEREIN OR INCORPORATED 
BY REFERENCE HEREIN. 
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APPENDIX B 

AUDITED FINANCIAL STATEMENTS OF THE DISTRICT 
FOR FISCAL YEAR ENDED JUNE 30, 2008 
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