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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 herein 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.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be any
sale of the Certificates by a person in any jurisdiction in which it is unlawful for such person to make such an offer,
solicitation or sale.

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

The information set forth herein has been obtained from official sources that are believed to be reliable. The
information and expression of opinions herein are subject to change without notice, and neither delivery of this Official
Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has been no
change in the affairs of the District since the date hereof. This Official Statement is submitted in connection with the
sale of the Certificates referred to herein and may not be reproduced or used, in whole or in part, for any other purpose,
unless authorized in writing by the District.

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.

IN CONNECTION WITH THIS INITIAL OFFERING, THE UNDERWRITER MAY OVERALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE CERTIFICATES
OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. THE
UNDERWRITER MAY OFFER AND SELL THE CERTIFICATES TO CERTAIN DEALERS AND BANKS AT
PRICES LOWER THAN THE PUBLIC OFFERING PRICE STATED ON THE COVER PAGE HEREOF AND SAID
PUBLIC OFFERING PRICE MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITER.

Assured Guaranty Municipal Corp. (formerly known as Financial Security Assurance Inc.) (“AGM” or the
“Insurer”) makes no representation regarding the Certificates or the advisability of investing in the Certificates. In
addition, the Insurer has not independently verified, makes no representation regarding, and does not accept any
responsibility for the accuracy or completeness of this Official Statement or any information or disclosure contained
herein, or omitted herefrom, other than with respect to the accuracy of the information regarding the Insurer supplied by
the Insurer and presented under the heading “CERTIFICATE INSURANCE” and “APPENDIX H - SPECIMEN
MUNICIPAL BOND INSURANCE POLICY.”

Certain statements included or incorporated by reference in this Official Statement constitute “forward-looking
statements” within the meaning of the United States Private Securities Litigation Reform Act of 1995, Section 21E of
the United States Securities Exchange Act of 1934, as amended (the “Exchange Act™), and Section 27A of the United
States Securities Act of 1933, as amended (the “Securities Act”). Such statements are generally identifiable by the
terminology used such as “plan,” “expect,” “estimate,” “budget” or other similar words. THE ACHIEVEMENT OF
CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH FORWARD-LOOKING
STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER FACTORS
WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE
MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS
EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS. THE DISTRICT DOES NOT
PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING STATEMENTS IF OR
WHEN ITS EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH
STATEMENTS ARE BASED OCCUR.
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OFFICIAL STATEMENT-

$11,000,000 ,
SALINAS CITY ELEMENTARY SCHOOL DISTRICT
- (Monterey County, California)
TAXABLE CERTIFICATES OF PARTICIPATION
2010 SERIES A
o ‘ (DIRECT SUBSIDY QUALIFIED SCHOOL
o CONSTRUCTION BONDS)

" INTRODUCTION

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, the inside cover, 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
Certificates to potential investors is made only by means of the entire Official Statement.

This Official Statement, which includes the cover, inside cover and appendices hereto, is provided to
furnish information in connection with the sale of Taxable Certificates of Participation, 2010 Series A
(Direct Subsidy Qualified School Construction Bonds) (the “Certificates™) of the Salinas City Elementary
School District (the “District”), in the aggregate principal amount of $11,000,000. The execution and
delivery of the Certificates was authorized by a resolution adopted on June 14, 2010 (the “District
Resolution™), by the Board of Trustees (the “Board of Trustees”) of the District. The Certificates manifest
undivided ownership interests in that certain Lease Agreement, dated as of July 1, 2010 (the “Lease™),
between the Salinas City Elementary School District Finance Corporation (the “Corporation”), as Lessor, and
the District, as Lessee. The Lease will be designated by the District as a “qualified school construction
bond” pursuant to section 54F of the Internal Revenue Code of 1986 (the “Code”). The District has received
from the California Department of Education an allocation pursuant to section 54F(d) of the Code of a
portion of the national limitation on the amount of bonds designated as qualified school construction bonds
in an amount in excess of the aggregate of the Principal Components of Lease Payments (described below).
The District has also designated the Lease a “specified tax credit bond™ under section 6431(f) of the Code,
making the District eligible for payments of direct subsidy payments from the federal government. See
“SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES —Direct Subsidy Payments”
herein.

The District

The District, a political subdivision of the State of California, provides public education to an
estimated enrollment of approximately 8,000 students residing in the western region of the County of
Monterey (the “County”). The District is located east of the City of Monterey. The District serves grades K-
6 and currently operates thirteen elementary schools. See APPENDIX A — “FINANCIAL AND
ECONOMIC INFORMATION FOR THE DISTRICT.”

The District is governed by a five-member Board of Trustees nominated by geographic sub-districts
and elected by voters throughout the entire District to serve alternating four-year terms. Dr. Donna Alonzo
Vaughan serves as Superintendent to the District. ~See APPENDIX A - “FINANCIAL AND
DEMOGRAPHIC INFORMATION RELATING TO THE DISTRICT.”



Purpose of the Certificates

The District intends to use the proceeds from the sale of the Certificates to finance the acquisition,
construction, rehabilitation or repair of public school facilities, in compliance with the American Recovery
and Reinvestment Tax Act of 2009, as amended by the Hiring Incentives to Restore Employment Act of
2010 (collectively, the “Recovery Act”). The Certificates are executed and delivered pursuant to certain
provisions of the California Education Code, the Recovery Act and other applicable law and pursuant to the
Trust Agreement, dated as of July 1, 2010 (the “Trust Agreement”), by and among the District, the
Corporation and the Trustee (defined below). See “THE CERTIFICATES — Authority for Issuance” herein.

Security and Sources of Payment for the Certificates

The distributions of principal, interest and prepayment price, if any (except with respect to
extraordinary mandatory. prepayment from unexpended proceeds of the Certificates), in respect of the
Certificates will be made from lease payments (the “Lease Payments™) under the Lease; each such Lease
Payment comprises an Interest Component and a Principal Component as specifically set forth in the Lease.
The Lease Payments are payable from the general fund of the District, and other legally available sources.
. See “SECURITY AND SOURCE OF PAYMENT FOR THE CERTIFICATES” herein. Additionally, the
District will irrevocably elect to have the provisions of section 6431(f) of the Code apply to the Lease, with
the consequence that contemporaneous with each date on which a Lease Payment becomes due and payable
by the District (a “Payment Date”) it will receive from the United States Department of the Treasury (the
“Treasury”) a payment (a “Direct Subsidy” payment) equal to the lesser of (a) the Interest Component of that
Lease Payment, or (b) the Interest Component of that Lease Payment that would be payable on such. date
were such amount computed under the Lease at the tax credit rate.announced by Treasury on the date of sale
of the Certificates. All of each Direct Subsidy payment received by the District (or by the Trustee on behalf
of the District) is irrevocably pledged under the Trust Agreement by the District to the punctual payment of
the corresponding Interest Component. Under the Trust Agreement, the Trustee agrees on behalf of the
District to (i) file (or cause to be filed) claims to receive the Direct Subsidy with the Federal government on a
timely basis, and (ii) promptly deposit any Direct Subsidy into the Direct Subsidy Subaccount established
and held under the Trust Agreement.

The obligation of the District to make Lease Payments is not a general obligation of the District and
~ the District’s obligation to make Lease Payments does not constitute an obligation for which the District is
obligated to levy or pledge any form of taxation. Neither the Certificates nor the obligation of the District to
make Lease Payments constitutes a debt of the District, the Corporation, the County, the State of California
or any of its political subdivisions within the meamng of any Constitutional or statutory debt limitation or
restriction. .

Certificate Insurance

Concurrently with the delivery of the Certificates, Assured Guaranty Municipal Corp. (formerly
known as Financial Security Assurance Inc.) (“AGM” or the “Insurer”) will issue its Municipal Bond
Insurance Policy for the Certificates (the “Policy”). The Policy guarantees the scheduled payment of
principal and interest with respect to the Certificates when due as set forth in the form of the Policy included

as an exhibit to this Official Statement. See “CERTIFICATE INSURANCE” and “APPENDIX H — SPECIMEN
MUNICIPAL BOND INSURANCE POLICY.”



Description of the Certificates

General. The Certificates will be prepared in the form of fully registered certificates in
denominations of $5,000 and any . integral multiple thereof (and “Authorized Denomination”). The
Certificates will be dated as of the date of initial delivery thereof and will mature on October 1 in each year
as set forth on the inside cover page hereof. Interest evidenced by the Certificates will be payable
semiannually on April 1 and October 1 of each year, commencing on October 1, 2010. The final maturity of
the Certificates is July 1, 2027. The Certificates initially will be delivered only in book-entry form and will
be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New
York (“DTC”), which will act as securities depository for the Certificates. Owners of Certificates will not
receive physical certificates representing their ownership interests in the Certificates purchased. See
APPENDIX E — “BOOK-ENTRY ONLY SYSTEM.”

The Certificates evidence direct, fractional undivided interests in the principal component (“Principal
Component”) and the interest component (the “Interest Component”) in the Lease Payments. The Interest
Component shall be payable from the Interest Payment Date immediately preceding the date of execution
thereof, unless (i) it is executed as of an Interest Payment Date, in which event, the Interest Component shall
be payable from the date of execution thereof;, (ii) it is executed after a Record Date and before the following
Interest Payment Date, in which event the Interest Component shall be payable from such following Interest
Payment Date; or (iii) it is executed on or before June 15, 2010, in which event the Interest Component shall
be payable from the Closing Date.

Prepayment. The Certificates are subject to optional, extraordinary mandatory prepayment and
extraordinary optional prepayment prior to their stated maturity date under certain circumstances, all as
described under “THE CERTIFICATES - Prepayment” herein.

Tax Matters

The Certificates are offered when, as and if issued, subject to approval as to their validity by Special
Counsel. In the opinion of Fulbright & Jaworski L.L.P., Special Counsel to the District, based upon an
analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, the
accuracy of certain representations and compliance with certain covenants, interest with respect to the
Certificates is exempt from personal income taxes of the State of California. A complete copy of the
proposed form of opinion of Special Counsel is set forth in APPENDIX C hereto. See “GENERAL TAX
MATTERS?” herein.

Certain Investor Considerations Regarding Certificates

The Certificates are a new product which derives from the recent passage of the Recovery Act, and
there may be no secondary market for the Certificates. There can be no assurance that a secondary market
will develop, or if a secondary market does develop, that it will provide Owners with liquidity or continue for
the full term of the Certificates. The Underwriter is under no obligation to make a secondary market for the
Certificates.

Continuing Disclosure

The District has agreed for the benefit of the Owners of the Certificates to provide certain financial
information and operating data relating to the District and to provide notices of the occurrence of certain
materia] events. The District has never failed to comply in all material respects with any previous continuing
disclosure undertaking pursuant to the Rule to provide annual reports or notices of material events. See
APPENDIX G - “FORM OF CONTINUING DISCLOSURE AGREEMENT.”



Professionals Involved in the Offering

Fulbright & Jaworski L.L.P., Los Angeles, California, is serving as Special Counsel and Disclosure
Counsel to the District with respect to the Certificates. Dr. William D. Barr, LLC, Salinas, California, is
acting as Financial Advisor to the District. The Bank of New York Mellon Trust Company, N.A., will act as
the Trustee, and authentication agent with respect to the Certificates. Special Counsel, Financial Advisor and
Disclosure Counsel will receive compensation contingent upon the sale and delivery of the Certificates.

Further Information

Copies of the Study (defined herein) and other documents referred to herein and information
concerning the Certificates are available from the Salinas City Elementary School District, 840 South Main
Street, Salinas, California 93901, Attention: Assistant Superintendent of Business Services. The District may
impose a charge for copying, handling and mailing such requested documents.

PLAN OF FINANCE

The Project

The District intends to use the proceeds from the sale of the Certificates to finance the acquisition,
construction, rehabilitation or repair of certain public school facilities located within the jurisdiction of the
District which will include the construction of multi-purpose buildings. Each multi-purpose building will be
approximately 9500 square feet in size and may include a main gymnasium with basketball and volleyball
courts and a performance platform for instructional space, restrooms, a kitchen and food storage area and
other storage or vestibule rooms.

Because the Lease is designated as a qualified school construction bond under section 54F of the
Code, the proceeds of sale of the Certificates (and earnings on the investment or reinvestment of such
amounts) may be applied only for qualified expenditures under the Recovery Act, and to payment of costs of -
issuance (not in excess of 2% of the issue price) of the Certificates. Internal Revenue Service Notice 2009-
35, released April 3, 2009, which specified the allocations for qualified school construction bonds
(“Qualified School Construction Bonds™), also provides that proceeds of obligations such as the Certificates
may be expended for “costs of acquisition of equipment to be used in such portion or portions of the public
school facility that is being constructed, rehabilitated or repaired” with the proceeds of the related Qualified
School Construction Bonds. The District expects to expend the proceeds of the sale of the Certificates for
Qualified Purposes within three years following their date of delivery, and that a binding commitment with a
third party to spend at least 10 percent of such available project proceeds will be incurred within the six
month period beginning on the date of the execution and delivery of the Certificates.

The District has covenanted to provide notice of its final expenditure of the proceeds of the
Certificates from the Project Fund as a Notice of Material Event under its Continuing Disclosure Agreement.
See APPENDIX G — “FORM OF CONTINUING DISCLOSURE AGREEMENT.”

Plan of Prepayment of Certificates

The District expects to issue its third series of general obligation bonds (the “Series C Bonds™),
authorized pursuant to an election held within the District on June 3, 2008, of which $55,000,000 remain to
be issued, on or before the first principal payment on the Certificates becomes due (October 1, 2023). A
portion of or all of the Series C Bonds are expected to be used to prepay all of the then outstanding
Certificates. As part of the prepayment plan for the Certificates, the District expects to refund its
$21,565,000 General Obligation Bonds, 2008 Election, Series A, issued on October 7, 2008, with a portion



of the proceeds of the Series C Bonds. In developing this plan of prepayment, the District consulted Empire
Economics, Inc., which prepared a “Forecast of Assessed Values Study,” dated January 4, 2010 (the
~ “Study”), for the District. Based on this Study and the District’s consultations with Joseph T. Janczyk, Ph.D.
of Empire Economics, Inc., the District believes that sufficient assessed value will exist for the District to
exercise its option to prepay the Certificates in full from the proceeds of the Series C Bonds. If sufficient
assessed value does not exist, the District may elect to prepay the Certificates with the proceeds of other
certificates of participation or issue other obligations for such purpose.

Leased Property

The District plans to lease certain real property, including land and improvements, from the
Corporation (the “Leased Property”). The Leased Property is more particularly described in Exhibit A to the
Lease and currently consists of those parcels of real property commonly known as the Boronda Meadows,
Laurel Wood and University Park schools. The District estimates that the value of the Leased Property is in
excess of $40,000,000. The District has determined that the Lease Payments will comprise fair rental value
for the Leased Property. A CLTA policy of title insurance respecting the Leased Property will be delivered
on the date of delivery of the Certificates. The District has covenanted in the Lease to provide maintenance
and insurance on the Leased Property throughout the term of the Lease, including rental interruption
insurance in an amount not less than the maximum remaining Scheduled Lease Payments in any twenty four-
month period. See APPENDIX B — “SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL
LEGAL DOCUMENTS - Lease Agreement.”

Substitution, Addition and Release

The Lease provides that, with the prior written consent of the Insurer, upon compliance with certain
conditions specified therein, the District may release from the Lease any portion of the Leased Property or
. substitute alternate real property for all or any portion of the Leased Property if the substituted or remaining
real property has an annual fair rental value at least equal to the value of the substituted property released,
and has a useful life equal to or greater than the useful life of the Leased Property, as constituted prior to
such substitution or release. See APPENDIX B - “SUMMARY OF CERTAIN PROVISIONS OF THE
PRINCIPAL LEGAL DOCUMENTS — Lease Agreement — Substitution of Property; Release of Leased
Property.”

THE CERTIFICATES
Authority for Issuance

The Certificates are executed and delivered pursuant to a resolution adopted by the Board of Trustees
of the District on June 14, 2010, the provisions of the Education Code and other applicable law, and pursuant
to the Trust Agreement and the Lease and the Certificates are further authorized by and executed and
delivered as Qualified School Construction Bonds under section 54F of the Code. The Bank of New York
Mellon Trust Company, N.A., will act as trustee and authentication agent for the Certificates. An issuer of
qualified school construction bonds must receive an allocation of the national qualified school construction
bond limitation for the calendar year. The total amount of qualified school construction bonds authorized
nationally in calendar year 2009 is limited by the Code to $11 billion, which amount is allocated by statute
among the States; the California Department of Education (the “CDE”) has further allocated a portion of
such limit to the District (the “Allocation”) in the amount of $25,000,000. The CDE subsequently granted
the District an extension, so that its qualified school construction bonds could be issued no later than March
31, 2010 (the “Extension™). Subsequently, the California Legislature, with the passage of Senate Bill 205 -
(“S.B. 205™), ratified and approved the CDE’s allocation process and granted those California school districts
that received an Extension, an additional 120 days from the date S.B. 205 was signed into law. S.B. 205 was



signed into law on March 26, 2010 and the District must issue its qualified school construction bonds by July
23, 2010. The District has designated the Lease as a qualified school construction bond under the Code and
the aggregate of the Principal Components of the Lease Payments (which is equal to the aggregate stated
initial principal amounts of the Certificates) will be deducted from the Allocation.

Pursuant to the portions of the Recovery Act adopted in 2010, the District will make in the Trust
Agreement an irrevocable election pursuant to section 6431(£)(3)(B) of the Code to receive a direct subsidy
(the “Direct Subsidy”) from the federal government in respect of the Interest Component of each Lease
Payment substantially contemporaneous with that Lease Payment becoming payable. Upon an Event of Loss
of Status (as defined below), the District would no longer be entitled to receive the Direct Subsidy and would
thereafter be required to pay the gross amount of each Interest Component of a Lease Payment from amounts
available in its general fund.

General

The Certificates will be dated as of the date of initial delivery thereof and will mature on October 1
in each year as set forth on the inside cover page hereof. Interest evidenced by the Certificates will be
payable semiannually on April 1 and October 1 of each year, commencing on October 1, 2010. The
Certificates will be initially registered in the name of Cede & Co., as nominee of DTC. DTC will act as
securities depository of the Certificates. The principal of the Certificates is payable in lawful money of the
United States of America. Principal is payable when due upon surrender of the Certificates at the office of
the Trustee. Principal and Interest Components with respect to the Certificates will be paid to Cede & Co.,
or such other nominee of DTC (as defined herein) who will credit Direct Participants’ (as defined herein)
accounts upon receipt of funds. Disbursement of such payments to beneficial owners of the Certificates will
be the responsibility of Direct and Indirect Participants (as defined herein). For information about the
securities depository and DTC’s book-entry system, see APPENDIXE - “BOOK-ENTRY ONLY
SYSTEM.”

Certain Definitions

The term “Event of Loss of Status” means (a) any act or any failure to act on the part of the District,
which act or failure to act causes the Lease to lose its status, or fail to qualify, as a Qualified School
Construction Bonds, including, but not limited to, a breach of a covenant or agreement of the District
contained herein or in the Lease, the Tax Certificate, the Trust Agreement or the Certificates or (b) the
making by the District of any representation contained herein, in the Lease, the Tax Certificate, the Trust
Agreement or the Certificates, which representation was untrue when made and the untruth of which
representation causes the Lease to lose its status, or fail to qualify, as a Qualified School Construction Bonds
under the Code.

The term “Comparable Treasury Issue” means the U.S. Treasury security or securities selected by
the Designated Investment Banker which has an actual or interpolated maturity comparable to the remaining
average life, as of the prepayment date, of the Certificates to be redeemed, and that would be utilized in
accordance with customary financial practice in pricing new issues of debt securities of comparable maturity
to the remaining average life, as of the prepayment date, of the Certificates to be redeemed.

The term “Comparable Treasury Price” means (a) if the Designated Investment Banker receives at
least four Reference Treasury Dealer Quotations, the average of such quotations for the date on which such
Certificates are to be redeemed, after excluding the highest and the lowest Reference Treasury Dealer
Quotations, or (b) if the Designated Investment Banker obtains fewer than four Reference Treasury Dealer
Quotations, the average of all such quotations.




The term “Date of Loss of Status” means the date specified-in a Determination of Loss of Status as
the date from and after which the Lease lost its status, or failed to qualify, as a Qualified School Construction
Bonds as a result of an Event of Loss of Status, which date could be as early as the date of issuance of the
Certificates.

~~ The term “Designated Investment Banker” means one of the Reference Treasury Dealers designated
by the District. :

The term “Determination of Loss of Status” means (a) a final determination by the Service (after the
District has exhausted all administrative appeal remedies) that an Event of Loss of Status has occurred and
specifying the Date of Loss of Qualified School Construction Bond Status, or (b) a non-appealable holding
by a court of competent jurisdiction holding that an Event of Loss of Status has occurred specifying the Date
of Loss of Qualified School Construction Bond Status.

] ~ The term “Extraordinary Event” means (a) a final determination by the Internal Revenue Service
(“IRS”) (after the District has exhausted all administrative appeal remedies) determining that an Event of
Loss of Status has occurred and specifying the Date of Loss of Qualified School Construction Bond Status;
(b) a non-appealable holding by a court of competent junsdiction holding that an Event of Loss of Status has
occurred and specifying the Date of Loss of Qualified School Construction Bond Status; (c) the occurrence
of a material adverse change under section 54F or section 6431 of the Code; (d) the publication by the IRS or
the United States Treasury of any guidance with respect to such provisions of the Code; or (e) any other
determination by the IRS or the United States Treasury, which determination is not the result of a failure of
the District to satisfy certain requirements of the Trust Agreement, if as a result of an event as described in
(c), (d), or (e) of this sentence, the Direct Subsidy payments expected to be received with respect to the
Certificates are eliminated or reduced, as reasonably determined by the Superintendent of the District or his
designee, which determination shall be conclusive.

The term “Interest Component” means the portion of the Lease Payments designated as interest with
respect to the Certificates, which shall be determined by the rate of interest applicable to the respective
Certificates. ‘

The term “Interest Payment Date” means each April 1 and October 1, commencing October 1, 2010,
or if any such day is not a Business Day, the next succeeding Business Day.

The term “Reference Treasury Dealer” means the original underwriter of the Certificates, their
successors and other firms, as specified by the District from time to time, that are primary U.S. government
securities dealers in the City of New York, New York; provided, however, that if any such firm ceases to be
such a primary treasury dealer, the District will substitute another primary treasury dealer for such firm.

The term “Reference Treasury Dealer Quotations” means with respect to each Reference Treasury
Dealer, the average, as determined by the Designated Investment Banker, of the bid and asked prices for the
Comparable Treasury Issue (expressed in each case as a percentage of its principal amount), quoted in
writing to the Designated Investment Banker by such Reference Treasury Dealer at 3:30 p.m., New York
City time, on the. third business day preceding the date on which the Certificates are to be redeemed.

The term “Treasury Rate” means, for the purpose of determining the Make-Whole Redemption
Price, with respect to any prepayment date for a particular Certificate, the yield to maturity as of such
prepayment date of United States Treasury securities with a constant maturity (as compiled and published in
the most recent Federal Reserve Statistical Release H.15 (519) (the “Statistical Release™) that has become
publicly available at least two Business Days prior to the prepayment date (excluding inflation-indexed
securities) (or, if the Statistical Release is no longer published, any publicly available source of similar



market data) most nearly equal to the period from the prepayment date to the maturit}" date of the Certificates
to be prepaid; provided, however that if the period from the prepayment date to the maturity date is less than

one year, the weekly average yield on actually traded United States Treasury securities adjusted to a constant
maturity of one year shall be used.

Prepayment

Optional Prepayment. The Certificates are subject to optional prepayment prior to their stated
maturity on any date on or after October 1, 2020, in whole or in part, from any lawfully available moneys of
the District, at a prepayment price of par, plus accrued interest to the date fixed for prepayment.

Extraordinary Mandatory Prepayment from Unexpended Available Project Proceeds. The
Certificates are subject to extraordinary mandatory prepayment, in whole or in part, on October 1, 2013, in
- Authorized Denominations, at a prepayment price equal to the stated principal amount of the Certificates
called for prepayment, in an amount equal to the unexpended proceeds of the sale of the Certificates (and of
* investment or reinvestment of such proceeds) (the “available project proceeds™ of the Lease) then held by the
Trustee, but only to the extent that the District fails to expend all of the available project proceeds for
Qualified Purposes (as defined in the Lease) within three years of issuance thereof and no extension of the
period for expenditure has been granted by the Service.

Extraordinary Optional Prepayment. Upon the occurrence of an Extraordinary Event, the
Certificates are subject to prepayment, at the option of the District, prior to their maturity date, in whole or in
part, on the date designated by the District, which date shall be a date prior to October 1, 2020, at the Make-
Whole Prepayment Price.

The “Make-Whole Prepayment Price” means the amount equal to the greater of the following:

1. the initial offering price of the Certificates set forth on the inside cover page hereof (but not
less than 100% of the principal amount of the Certificates to be prepaid); or .

2. the sum of the present value of the remaining scheduled payments of principal and interest
with respect to the Certificates to be prepaid to the maturity date of such Certificates, not including any
portion of those payments of interest accrued and unpaid as of the date on which the Certificates are to be
prepaid, discounted to the date on which the Certificates are to be prepaid on a semiannual basis, assuming a
360-day year containing twelve 30-day months, at the Treasury Rate, plus 100 basis points, plus in each case
accrued interest on the Certificates to be prepaid to the prepayment date.



Mandatory Sinking Fund Prepayment. The Certificates maturing on July 1, 2027, shall be subject
to mandatory sinking fund prepayment prior to maturity at the prepayment price equal to the stated principal
amount of the Certificates to be prepaid, plus accrued interest with respect thereto to the prepayment date, on
October 1 of each year, commencing October 1, 2023, in the amounts and on the prepayment dates set forth
in the following table: '

Prepayment Date
(October 1)V

Stated Principal Amount

2023 ' $2,200,000
2024 - ' 2,200,000
- 2025 2,200,000
2026 2,200,000
2027® 2,200,000

) Final Maturity is July 1,2027.
Partial Prepayment

The Trustee will effect each mandatory prepayment of the Certificates by prepaying pro rata from-
each person who is the Owner of a Certificate to be prepaid on a prepayment date, an amount of such
Certificates determined by multiplying the stated principal amount of the Certificates to be prepaid on said
prepayment date. The Trustee will apply, to the extent possible, any remaining amount of proceeds to prepay
such Certificates in Authorized Denominations and will select, by lot, the Certificates to be prepaid from all
such Owners, which selection shall be conclusive. ’

Selection of Certificates for Prepayment

All or a portion of any Certificate may be prepaid, but only in a Principal Component equal to the
appropriate Authorized Denomination. Except as otherwise provided in the Trust Agreement, whenever
provision is-made in the Trust Agreement for the prepayment of Certificates and fewer than all OQutstanding
Certificates are called for prepayment, the Trustee shall select Certificates for prepayment from the
Outstanding Certificates not previously called for prepayment by lot, in any manner which the Trustee shall
in its sole discretion deem appropriate and fair. The Trustee shall promptly notify the District and the Lessor
in writing of the Certificates so selected for prepayment.

Notwithstanding anything in the Trust Agreement to the contrary, so long as the Insurance Policy is
- in effect and the Insurer is not in default thereunder, upon the occurrence of a prepayment in part, the
selection of Certificates to be prepaid shall be subject to the approval of the Insurer. The exercise of any
provision of the Trust Agreement which permits the purchase of Certificates in lieu of prepayment shall
require the prior written approval of the Insurer if any Certificates so purchased are not cancelled upon
purchase.

Notice of Prepayment

Notice of prepayment of the Certificates will be mailed postage prepaid not less than thirty (30) nor
more than sixty (60) days prior to the prepayment date (i) by first class mail to the respective Owners of
Certificates at the addresses appearing on the registration books of the Trustee, and (ii) as may be further
required in accordance with the Continuing Disclosure Agreement. See APPENDIX G — “FORM OF
CONTINUING DISCLOSURE AGREEMENT” herein.



Each notice of prepayment shall be dated and shall state: (i) the prepayment date, (ii) the prepayment
price, (i1i) if less than all Outstanding Certificates are to be prepaid, the identification (and, in the case of
partial prepayment, the respective Principal Components) of the Certificates to be prepaid, (iv) that on the
prepayment date, the prepayment price will become due and payable with respect to each such Certificate or
portion thereof called for prepayment, and that interest with respect thereto shall cease to accrue from and -
after said date, (v) the place where such Certificates are to be surrendered for payment of the prepayment
price and (vi) whether the District has deposited, or caused the deposit of, an amount of money sufficient to
pay the prepayment price of all the Certificates or portions of Certificates which are to be prepaid on such
date and, if not, that such notice of prepayment is revocable.

The actual receipt by any Owner of any Certificate of notice of such prepayment will not be a
condition precedent to prepayment, and failure to receive such notice, or any defect in the notice given, will
not affect the validity of the proceedings for the prepayment of such Certificates.

When notice of prepayment has been given, substantially as described above, and when the amount
necessary for the payment of Principal Component, Interest Component and Prepayment Premium, if any, is
set aside for such purpose, the Certificates designated for prepayment will become due and payable on the
date fixed for prepayment thereof, and upon presentation and surrender of said Certificates at the place
specified in the notice of prepayment, such Certificates will be prepaid and paid at the prepayment price
thereof out of the money provided therefor, and from and after the date on which prepaid, interest with
respect to such Certificates or portions of Certificates shall cease to be payable.

Rescission of Notice of Prepayment

Upon notice from the District that the District has cured the conditions that caused the Certificates to
be subject to extraordinary mandatory prepayment, the District may rescind any such prepayment and notice
thereof on any date prior to the date fixed for prepayment by causing written notice of the rescission to be
given to the Owners of the Certificates so called for prepayment. Notice of rescission will be given in the
same manner in which notice of prepayment was originally given.

Defeasance
. The Trust Agreement provides for the defeasance of the Certificates upon satisfaction of certain
terms. See “APPENDIX B—SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL

DOCUMENTS — TRUST AGREEMENT - Defeasance”; see also “GENERAL TAX MATTERS” for
discussion of certain federal income tax consequences of such defeasance. = . :

10



ESTIMATED SOURCES AND USES OF FUNDS

The net proceeds of the Certificates are expected to be applied as follows:

Estimated Sources and Uses of Funds

Sources of Funds

Principal Amount $11,000,000

Original Issue Discount (2,081,640)

District Contribution 288.069
Total Sources 9,206,429

Uses of Funds

Deposit to Project Fund 8,739,993

Costs of Delivery ¥ 466,436
Total Uses $9,206,429

" Costs of Delivery include Underwriter’s discount, bond insurance premium, surety bond premium, Special Counsel and
Disclosure Counsel fees, rating agency fees, Financial Advisor and Trustee fees, printing fees, and other issuance expenses.

SECURITY AND SOURCES OF PAYMENT
FOR THE CERTIFICATES

General

To provide sufficient funds for repayment of the Certificates, the District will execute and deliver the
Certificates in the form of certificates of participation, with each Certificate evidencing proportionate
interests of the registered owners thereof (the “Owners”) in the Lease Payments to be made by the District
pursuant to the Lease Agreement for the use and occupancy of certain real property of the District (see
“PLAN OF FINANCE - Leased Property” herein). The District is required under the Lease to pay Lease
Payments for the use and possession of the Leased Property and to pay any taxes and assessments and the
cost of maintenance and repair of the Leased Property. See APPENDIX B — “SUMMARY OF CERTAIN
PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS ~ THE LEASE.”

The District will treat the execution and delivery of the Lease, and the securitization of the Lease
through the issuance of the Certificates, for federal and state personal income tax purposes as the incurrence
of a debt, having a principal amortization and bearing interest corresponding to the Principal Components
and Interest Components of the Lease Payments, respectively. The District will elect to have the provisions
of section 6431 of the Code apply to the Lease, with the consequence that contemporaneous with each date
on which a Lease Payment becomes due and payable by the District it will receive from the United States
Department of the Treasury (the “Treasury”) a Direct Subsidy payment equal to the lesser of (a) the Interest
Component of that Lease Payment, or (b) the Interest Component of that Lease Payment that would be
payable on such date were such amount computed under the Lease at the tax credit rate announced by
Treasury on the date of sale of the Certificates. Each Direct Subsidy payment received by the District (or by
the Trustee on behalf of the District) is irrevocably pledged under the Trust Agreement by the District to the
punctual payment of and is a credit against the Lease Payments; however, the District is obligated to make
each Lease Payment as and when the same becomes due and payable, whether or not the Direct Subsidy
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payments are received from the Treasury. Under the Trust Agreement, the Trustee agrees on behalf of the’
District to (i) file (or cause to be filed) claims to receive the Direct Subsidy with the Federal government on a
timely basis, and (ii) promptly deposit any Direct Subsidy into the Direct Subsidy Subaccount established
and held under the Trust Agreement. The Direct Subsidy Subaccount is designated as a “special fund” for
purposes of the Trust Agreement and State Law. See APPENDIX B - “SUMMARY OF CERTAIN
PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS.” ‘

The Leased Property consists of certain real property owned by the District and used to support its
public education activities. The District intends to apply the net proceeds of the sale of the Certificates to (i)
finance the acquisition, construction, rehabilitation or repair of certain capital facilities of the District, (ii)
purchase a surety bond for deposit into the Reserve Fund and (iii) pay costs of delivery of the Certificates.
Capitalized terms used, but not otherwise defined, herein shall have the meanings assigned thereto in
APPENDIXB - “SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL
DOCUMENTS - DEFINITIONS.”

Pursuant to an Assignment Agreement, dated as of July 1, 2010 (the “Assignment Agreement”), by
and between the Corporation and the Trustee, the Corporation will assign to the Trustee, for the benefit of the
Owners of the Certificates, substantially all of its rights under the Lease, including its rights (i) to receive and
collect certain payments received pursuant to the Lease, including the Lease Payments, (ii) to receive and
collect the proceeds of any insurance maintained under the Lease, or any condemnation award rendered with
respect to the Leased Property, and (iii) to exercise such rights and remedies conferred on the Corporation
pursuant to the Lease as may be necessary or convenient to enforce payment of the Lease Payments and any
other amounts required to be deposited in the funds and accounts established under the Trust Agreement, or
otherwise to protect the interests of the Owners of the Certificates in the event of a default by the District
under the Lease. All rights assigned by the Corporation pursuant to the Assignment Agreement shall be
administered by the Trustee in accordance with the provisions of the Trust Agreement for the equal and
proportionate benefit of all Owners.

The Lease Payments are designed, in both time and amount, to pay, when due, amounts equal to the
principal and interest with respect to the Certificates as and when the same become distributable. ~The
District has covenanted under the Lease to make Lease Payments and Additional Payments (as defined
below) for the use of the Leased Property and to take such action each year as may be necessary to include
all Lease Payments and Additional Payments in its annual budgets (but, with respect to Additional Payments,
only to the extent the amounts of such Additional Payments are known to the District at the time its annual
budget is proposed) and to appropriate annually an amount necessary to make such Lease Payments and
Additional Payments. See “PLAN OF FINANCE - Leased Property” for a description of the real property
and improvements thereon that is the subject matter of the Lease.

The amounts payable to the Trustee are to be used to make the payments of principal and interest
with respect to the Certificates. Under California law, even though the Lease becomes effective as of the
date the Certificates are executed and delivered, the obligation of the District to make Lease Payments (other
than to the extent that funds to make Lease Payments are available in the Lease Payment Fund or the Reserve
Fund) must be abated in whole or in part if the District does not have substantial use and possession of the
Leased Property. See “RISK FACTORS — Abatement” herein.

The obligation of the District to make Lease Payments is not a general obligation of the District and
the District’s obligation to make Lease Payments does not constitute an obligation for which the District is
obligated to levy or pledge any form of taxation. Neither the Certificates nor the obligation of the District to
make Lease Payments constitutes a debt of the District, the Corporation, the County of Monterey (the
“County”), the State of California or any of its political subdivisions within the meaning of any
Constitutional or statutory debt limitation or restriction.
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