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NEW ISSUE RATING
DTC BOOK-ENTRY ONLY See “RATING” herein
CUSIP* NO. 93741 IHE9 S&P Rating: “SP-14"

In the opinion of Quint & Thimmig LLP, San Francisco, California, Bond Counsel, subject, however, 1o certain qualifications
described in this Official Statement, under existing law, interest on the Notes (i) is excludable from gross income of the owners thereof
Jor federal income tax purposes, (ii} is not included as an item of tax preference in computing the federal alternative minimum tax for
individuals and corporations, and (iif) is not taken into account in computing adjusted current earnings, which is used as an adjustment
in determining the federal alternative minimum tax for certain corporations. In addition, in the opinion of Bond Counsel. interest on the
Notes is exempt from personal income taxation imposed by the Staie of California. The Notes are “qualified tax-exempt obligations™
under section 265(b)(3) of the Internal Revenue Code of 1986, as amended. See “TAX MATTERS™ herein.
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Dated: Date of Delivery Due: June 30,2010

The Washington Unified School District (Yolo County, California) 2009 Tax and Revenue Anticipation Notes (the "Notes”) are
being issued 1o finance seasonal cash flow requirements of the Washington Unified School District (the “District™ ) during the fiscal year
ending June 30, 2010 (the “Fiscal Year"). The Notes will be initially issued in book-entry form only through the book-entry system of
The Depository Trust Company, New York, New York (“DTC"). See “THE NOTES—DTC Book-eniry Only"” herein.

The Notes, in accordance with California law, represent the general obligation of the District, but are payable solely from
taxes, income, revenue, cash receipts, and other moneyvs received by or accruing to the General Fund of the District during the Fiscal
Year and legally available for the puyment of the Notes. The Notes are equally and ratably secured by a pledge of an amount equal to
the aggregate principal amount of the Notes, together with an amount sufficient 10 pay the interest thereon, from the Unrestricted
Revenues (defined herein} to be received by the District in the months during the Fiscal Year as described herein (the “Pledged
Revenues”). The Notes, 10 the extent no! paid from Pledged Revenues, are puvable only from any other axes, income, revenues, cash
receipts and monevs of the District lawfully available therefore.

The Notes are legal investments for commercial banks in California and are eligible 10 secure deposits of public moneys in
California.

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. IT IS NOT INTENDED TQ BE A
SUMMARY OF ALL FACTORS RELEVANT TO AN INVESTMENT IN THE NOTES. INVESTORS SHOULD READ THE ENTIRE OFFICIAL
STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN INFORMED INVESTMENT DECISION.

The coupon interest rate and the reoffering vield for the Notes are set forth below. Principal of and interest on the Notes will
be paid at marurity by wire transfer to DTC, which in turn is required 1o remit such principal and interest to the DTC Participants for
subsequent disbursement 10 the Beneficial Owners of the Notes. The Notes are not subject to redempiion prior to maturity.

MATURITY SCHEDULE
AMOQUNT MATURITY COUPON INTEREST RATE REQFFERING YIELD
$2.725.000 June 30,2010 1.250% 1.000%

The Notes are being purchased for re-offering by TD Securities (USA) LLC as underwriter of the Notes (the “Underwriter”).
The Notes will be offered when, as and if executed and delivered and received by the Underwriter, subjeci 1o the approval as 1o their
legality by Quint & Thimmig LLP, San Francisco, California, Bond Counsel. It is anticipated that the Notes, in definitive form, will be
available for delivery through the facilities of DTC in New York, New York on or about November 24, 2009.

This Official Statement is Dated November 10, 2009

+ Copyright 2009, American Bankers Association. CUSIP data herein is provided by Standard and Poor’s CUSIP Service Bureau, a division of The
McGraw-Hill Companies, Inc., and is included for convenience of reference only. The District, the County, and the Underwriter make no representation
as 10 the accuracy or completeness of such information.
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NO DEALER, BROKER, SALESPERSON OR OTHER PERSON HAS BEEN AUTHORIZED BY THE DISTRICT TO GIVE ANY
INFORMATION OR TO MAKE ANY REPRESENTATIONS, OTHER THAN THOSE CONTAINED HEREIN, AND [F GIVEN OR MADE, SUCH
OTHER INFORMATION OR REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED BY THE DISTRICT.
THIS OFFICIAL STATEMENT DOES NOT CONSTITUTE AN OFFER TO SELL NOR THE SOLICITATION OF AN OFFER TO BUY NOR
SHALL THERE BE ANY SALE OF THE NOTES BY A PERSON IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL FOR SUCH PERSON
TO MAKE AN OFFER, SOLICITATION OR SALE.

THIS OFFICIAL STATEMENT IS NOT TO BE CONSTRUED AS A CONTRACT WITH THE PURCHASERS OF THE NOTES.
STATEMENTS CONTAINED IN THIS OFFICIAL STATEMENT WHICH INVOLVE ESTIMATES., PROJECTIONS, FORECASTS OR
MATTERS OF OPINION, WHETHER OR NOT EXPRESSLY SO DESCRIBED HEREIN, ARE INTENDED SOLELY AS SUCH AND ARE NOT
TO BE CONSTRUED AS REPRESENTATIONS OF FACT.

THE INFORMATION SET FORTH HEREIN HAS BEEN OBTAINED FROM SOURCES WHICH ARE BELIEVED TO BE
RELIABLE, BUT NO INFORMATION IS GUARANTEED AS TO ACCURACY OR COMPLETENESS, AND ANY INFORMATION
CONTAINED IN THIS OFFICIAL STATEMENT IS NOT TO BE CONSTRUED AS A REPRESENTATION BY THE UNDERWRITER. THE
INFORMATION AND EXPRESSIONS OF OPINION 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 WITH RESPECT TO THE SALE OF THE NOTES REFERRED TQ HEREIN AND
MAY NOT BE REPRODUCED OR USED, IN WHOLE OR IN PART, FOR ANY OTHER PURPOSE, UNLESS AUTHORIZED IN WRITING BY
THE DISTRICT. ALL SUMMARIES OF THE DOCUMENTS AND LAWS ARE MADE SUBJECT TO THE PROVISIONS THEREQF AND DO
NOT PURPORT TO BE COMPLETE STATEMENTS OF ANY OR ALL SUCH PROVISIONS.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE DISTRICT AND
THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN
APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION,
NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS OFFICIAL STATEMENT.,

IN CONNECTION WITH THE OFFERING, THE UNDERWRITER MAY OVER-ALLOT OR EFFECT TRANSACTIONS THAT
STABILIZE OR MAINTAIN THE MARKET PRICE OF THE NOTES 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 NOTES TO CERTAIN DEALERS, INSTITUTIONAL INVESTORS, BANKS OR OTHERS AT
PRICES LOWER OR HIGHER THAN THE PUBLIC OFFERING PRICES STATED ON THE COVER PAGE HEREOF AND SAID PUBLIC
OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITER.
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OFFICIAL STATEMENT

$2.,725,000

WASHINGTON UNIFIED SCHOOL DISTRICT
(YOLO COUNTY, CALIFORNIA)
2009 TAX AND REVENUE ANTICIPATION NOTES

INTRODUCTORY STATEMENT

The purpose of this Official Statement, which includes the cover page and attached appendices. is 1o provide certain information
concerning the sale and delivery of the Washington Unified Scheol District (Yolo County, California) 2009 Tax and Revenue
Anticipation Notes (the “Notes” ) issued in the aggregate principal amount of $2,725,000.

This INTRODUCTORY STATEMENT is not a summary of this Officiul Statement. It is only a brief description of and guide 10
and is qualified by mare complete and detailed information contained in the eniire Official Statement, which includes the cover
puge and appendices hereto, and the documents summarized or described herein. A Jull review should be made of the entire
Official Statement. The offering of the Notes to potential investors is made only by means of this entire Official Statement.

General

This Official Statement has been prepared under the direction of the Washington Unified School District (the “District™) in order
to furnish information with respect to the sale and delivery of the Notes. At the request of the District. the Notes have been
authorized pursuant to a resolution (the *Resolution™) of the Board of Supervisors (the “County Board™} of the County of Yolo
{the “County™) adopted on October 27, 2009, on the behalf of the District.

The Notes will be issued in full conformity with the Constitution and laws of the State of California (the “Staie™). including
Article 7.6, Chapter 4. Part |, Division 2. Title 5 (commencing with Section 53850) of the State Government Code (the “Law™),
and under such statute the Notes represents the general obligation of the District, but are payable solely from taxes, income.
revenue, cash receipts and other monceys of the District attributable to the fiscal year commencing on July 1, 2009, and ending on
June 30, 2010 (the “Fiscal Year™). and legally available thercfor.

The proceeds of the Notes will be used for current General Fund expenditures of the District, including but not limited to current
cxpenses, capital expenditures and the discharge of other obligations or indebtedness of the District. The Notes are not subject to
redemption prior to their stated maturity date.

Professionals Involved

Government Financial Strategies inc., Sacramento, California has acted as financial advisor with respect to the sale and delivery

of the Notes. See "FINANCIAL ADVISOR" herein. All proceedings in connection with the issuance of the Notes are subject to
the approving legal opinion of Quint & Thimmig LLP. Bond Counsel, San Francisco, California,



Other Information

This Official Statement may be considered current only as of the dated date affixed to the cover page hereto, and the informatio
contained herein is subject to change. Bricf descriptions of the Notes. the sccurity for the Notes and the District arc included i
this Official Statement together with summaries of certain provisions of the Resolution. Such descriptions do not purport to t
comprehensive or definitive.  All references made herein to the authorizing Resolution adopted by the County Board on Octob
27, 2009, arc qualified in their entirety by reference 1o such document, and references herein to the Notes are qualified in the
entircty by reference to the form thereof delivered to the purchaser.

Information concerning this Official Statement. the Notes, the District or any other information relating to the sale and delivery «
the Notes, including the Resolution and audited financial statements of the District, are available for public inspection and may t
obtained by contacting the District at the address and telephone number set forth on page “iii” of this Official Statement, or b
contacting the District’s financial advisor. Government Financial Strategies inc.. 1228 N Street. Suite 13, Sacramento, Californi
95814-5609. telcphone (916) 444-5100. facsimile telephone (916) 444-5109.

THE NOTES

Authority for Issuance

The Notes are issued under the authority of the Law and pursuant to the Resolution.

Purpose of Issuc

Issuance of the Notes will provide moncys to meet the District’s General Fund cxpenditures during the Fiscal Year, including b
not limited to current expenses, capital expenditures and the discharge of other obligations or indebtedness of the District.

Borrowing is necessary during the Fiscal Year because the District's General Fund expenditures are expected to occur in relativel
level amounts throughout a given fiscal ycar while receipts are expected to follow an uneven pattern, primarily as a result of a
uncven pattern of State and federal apportionments and sccured property tax installment payments. Receipts from these thre
sources account for a significant portion of the District's total annual revenues. As a result, the District's General Fund cas
balance is projected to be sufficiently diminished during a portion of the Fiscal Year to require the issuance of the Notes, Tt
Notes arc intended to minimize the likelihood of a cash deficit position occurring within the General Fund during the Fiscal Year

Bank Qualified Obligations

The Notes are designated as “qualificd tax-cxempt obligations™ within the meaning of Scction 265(b)(3) of the Internal Revent
Codc of 1986, as amended, as modificd by the terms of the American Recovery and Reinvestment Act of 2009 ("ARRA™).

e —

sCription 9 otcs

The Notes are being issued as fully registered Notes, without coupons. and when delivered will be registered in the name of Cec
& Co.. as nominec of The Depository Trust Company. New York, New York (“DTC™). DTC will act as securitics depository fq
the Notes, Individual purchases of the Notes will be made in book-entry form only and only in authorized denominations «
$1.000 principal amount or any integral multiple thercof. So long as Cede & Co. is the registered owner of the Notes, princips
premium, if any. and interest on the Notes will be payable to Cede & Co., as nomince for DTC, which is obligated to remit suc
amounts to the Direct or Indirect Participants, as hereinafter defined. for subsequent disbursement to the Beneficial Owners.
hercinafter defined, of the Notes. Sec “THE NOTES — DTC Book-Entry Only™ herein,

The Notes will be dated November 24, 2009, and will mature on June 30, 2010. Principal of and the final interest payment on tt
Notes will be paid. at maturity, at the rate of interest statcd on the cover page hercof. Interest on the Noles is computed on tt
basis of a 360-day ycar consisting of twelve 30-day months. The Notes will not be subject to redemption prior to their staie
maturity date.
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DTC Book-Entry Only

The foltowing informeation concerning DTC and DTC's book-eniry-only system has been obtained from DTC. The District wakes
no responsibilivy for the accuracy or compleieness thereof. There can be no assurance that DTC will abide by its procedures or
that such procedures will not be changed from time to time.

The following description includes the procedures and record-keeping with respeci to beneficial ownership interest in each Note,
pavment of principal and imerest. other pavments with respect 1o each Note 1o Direct Participants or Beneficial Owners,
confirmation and transfer of beneficial ownership imerests in swch Nowes with other relared ransaciions by and beiween DTC.
the Participams, and the Beneficial Owners. However, DTC, the Participanis, and the Beneficial Owners should not rely on the
Jollowing with respect to such matters, but should instead confirm the same with DTC or the Direct Participants, as the case may

be.

DTC will act as sccurities depository for the Notes (in this Scction, the “Sccurities™}, The Sccurities 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 Sceurity certificate will be issued for the Securities. in the aggregate
principal amount of such issue. and will be deposited with DTC.

DTC. the world’s lurgest 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. 2 mcmber 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 Sccurities Exchange Act of 1934, DTC holds and provides asset servicing for over 3.5 million
issucs of U.S. and non-U.S. equity. corporate and municipal debt issues, and moncy market instrument {from over 100 countries)
that DTC’s participants (“Direct Participants™) deposit with DTC, DTC also facilitates the post-trade settlement among Direct
Panticipants of sales and other securitics transactions in deposited sccurities. through clectronic computerized book-eniry transfers
and pledges between Direct Participants™ accounts. This eliminates the neced for physical movement of securities certificates.
Dircct Panicipants include both U S, and non-U.S. sceurities brokers and dealers, banks. rust companics, clearing corporations.,
and certain other organizations. DTC is a whally-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC™).
DTCC is the holding company for DTC. National Securitics Clearing Corporation and Fixed Income Clearing Corporation. all of
which are registered cleaning agencies. DTCC is owned by the users of its regulated subsidianies. Access to the DTC system is
also available to others such as both U.S. and non-U.S. sccuritics brokers and dealers, banks, trust companics, and c¢learing
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 1o its Panticipants are on file with the
Securities and Exchange Commission. More information about DTC can be found at www dice.com and www.dtc.org.

Purchases of Sccurities under the DTC system must be made by or through Direct Participants. which will receive a credit for the
Sccurities on DTC’s records. The ownership interest of each actual purchaser of each Sccurity ("Bencficial Owner™} is in tum 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 Direet 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 Benceficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in Securitics, except in the event that use of the book-cntry system for the Securities is discontinued.

To facilitate subscequent transfers. all Securities deposited by Direct Participants with DTC are registered in the name of DTC's
partnership nominee, Cede & Co.. or such other name as may be requested by an authorized representative of DTC. The deposit
of Securitics 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 Bencficial Owners.
The Dircct 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 Dircet Participants, by Direct Panticipants to Indirect Participants.
and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject
to any statutory or regulatory requirements as may be in effect from time to time. Beneficial Owners of Sccurities may wish to
take certain steps to augment transmission to them of notices of significant events with respect to the Notes, such as redemptions.,
tenders, defaults, and proposed amendments to the security documents. For example. Beneficial Owners of Notes may wish to
ascertain that the nomince holding the Notes for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In
the altemnative. Beneficial Owners may wish to provide their names and addresses to the Paying Agent and request that copies of
the notices be provided directly to them.
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Redemption notices shall be sent to DTC. If less than all of the Sccuritics within an issue are being redeemed, DTC's practice |
to determine by lot the amount of the interest of cach Direct Participant in such issuc to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent ur vole with respect to the Sceurities unless authorize
by a Dircct Participant in accordance with DTC s MMI Procedures. Under its usual procedures, DTC mails an Omnibus Proxy 1
Issuer is soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to thos
Direct Participants to whose accounts Sccuritics are credited on the record date (identified in a listing attached 1o the QOmnib
Proxy).

Redemption proceeds. distributions, and dividend payments on the Securities will be made to Cede & Co.. or such other noming
as may be requested by an authorized representative of DTC. DTC's practice is to credit Direct Participants™ accounts upo
DTC’s receipt of tunds and correspanding detail information from the Issuer or Agent. on payable date in accordance with the
respective holdings shown on DTC's records.  Payments by Participants to Beneficial Owners will be governed by standin
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registerc
in “street name.” and will be the responsibility of such Participant and not of DTC, Agent. or Issuer. subject to any statutory ¢
regulatory requirements as may be in cffect from time to time. Payment of redemption proceeds. distributions. and dividen
payments to Cede & Co. (or such other nominece as may be requested by an authorized represemtative of DTC) is th
responsibility of the Issuer or Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC. an
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Panticipants.,

DTC may discontinue providing its services as depository with respect to the Sceurities at any time by giving reasonable notice t
the Issucr or Agent. Under such circumstances, in the cvent that a successor depository is not obtained. Security certificates w
required to be printed and delivered.

The Issucr may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securitic
depository). In that event, certificated securities representing the Notes will be printed and defivered.

Sccurity for the Notes and Available Sources of Repayment

The Notes and the interest thercon are a general obligation of the District, but are payable solely from taxes, income, revenue:
cash reecipts and other moneys received by the District during the Fiscal Year and legally available for the payment of currei
cxpenses and other obligations of the District (the “Unrestricted Revenues™). Centain Unrestricted Revenues to be received by th
District have been specifically pledged. as hereinafter described, to the total repayment of the Notes and the interest thercon.

As sccurity for the timely payment of the Notes and the interest thereon . i Resolution requires the County, on the behalf of tt
District. to transfer the Pledged Revenues, as defined below, during k. months such moneys are received., 1o a special Note
repayment fund designated the “Washington Unified School District (Yolo County. California) 2009 Tax and Revenu
Anticipation Notes Repayment Fund” (the “"Repayment Fund™). The County has commitied to deposit in the Repayment Fund (
an amount cqual to 30% of the aggregate principal amount of the Notes from the Unrestricted Revenues to be received by th
District in January 2010. {ii) an amount equal to 40% of the aggregate principal amount of the Notes from the Unrestricte
Revenues to be received by the District in April 2010, (iii) and an amount cqual to 30% of the aggregate principal amount of tk
Notes. togciher with an amount sufficient to pay the interest thereon. from the Unrestricted Revenues to be received by
District in May 2010. together. if necessary, with an amount sufficient (net of anticipated carnings on the moneys in the District
Repayment Fund} to satisfy and 10 make up any deficiency thercin. The amounts pledged by the County for deposit into th
Repayment Fund from the Unrestricted Revenues are referred to as “Pledged Revenues™. The principal of the Notes and tt
interest thercon will constitute a first lien and charge against, and will be payable from. the District’s Pledged Revenues.

In the cvent that there are insufficient unrestricted moneys reccived by the District to permit the deposit in the Repayment Fund «
the full amount of the Pledged Revenues to be deposited in any month on the last business day of such month, then the amount «
any deficiency shall be satisfied and made up from any Unrestricted Revenues of the District.

On the maturity date of the Notes, the County Auditor-Controller and Treasurer-Tax Collector (the “Treasurer™), acting as payir
agent on the Notes, will apply monceys in the Repayment Fund te pay the principal of and the interest on the Notes, as require
Until the Notes and all interest thercon are paid or until provision has been made for the payment of the Notes at maturity wil
interest to maturity ., the moneys in the Repayment Fund will be applied only for the purpose for which such Repayment Fund h:
been created. although they may be invested in legal investments, as permitted by the Government Code of the State, subject |
the limitations contained in the Resolution. See “THE NOTES — Investment of Operating Funds, Note Proceeds, and Repayme:
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Funds™ herein.  Any moneys in the District’s Repayment Fund afier puyment of all amounts due. or after provision for such
payment has been made, will be transferred to the General Fund of the District.

The table below provides details as o the projected sources and amounts of Unrestricted Revenues projected to be received in the
Fiscal Year available for Note repayment.

2009-10 Projected Unrestricted Revenues
Washington Unified School District

Revenue Limit — State Funding $18.969.501
Revenue Limit — Local Property Taxces 8.037.857
Federal Revenue 555519
Other Stute Revenue 5582086
Other Local Revenue 499473
Note Proceeds 2727790
Total Unrestricted Revenues $36.972.226

The District maintains certain segregated and special purpose funds outside of the General Fund. These other District funds are
not pledged to the payment of the Notes and are gencrally restricted in purpose. However. the District could borrow, for General
Fund purposcs. up to 75% of the balance in these funds on a temporary basis, if needed and to the extent monies are available
therein. Amounts borrowed by the General Fund must be repaid cither in the fiscal year borrowed or in the following fiscal year
if the funds are borrowed within 120 days of the end of the fiscal ycar.

The District is projecting cash balances in other District funds. in aggregatce, as sct forth below.

Other Funds Cash Balances
Washington Unified School District

Audited Unaudited Projected

Balance as of Balancc as of Balance as of

Fund June 30, 2008 June 30, 2009 Junc 30, 2010

Child Development Fund $720.258 $379.607 $379.607
Deferred Maintenance Fund 1.094.047 1.641 481 1.477.000
Capital Facilities Fund 14513318 11416413 10.900.000
County School Facilities Fund 20,714,727 20,845 677 13.342.000
Total $37.042.350 $34.283.178 $26.098.607

The funds and cash balances identified above do not contain proceeds from District generat obligation boad issuances.

The opinion of Bond Counsel with respect to the Notes, attached hereto as "APPENDIX C”, is qualified by reference to
bankruptcy. insolvency and other laws relating o or affecting creditors’ rights. Bankruptcy of the County or the District could
affect the sccurity of the owners of Notes, the ability of an owner to be paid in a timely manner, or both. I the County were to
file for bankruptcy. the District may be unable to order payment of the Notes from moncys held by the County in the fund set
aside for such payment. If the District were to file for bankruptcy, the Treasurer may be enjoined from applying set-aside funds
to payment of the Notes, or from setting aside any further moneys of the District for such payment.



Investment of Opcrating Funds, Note Procecds, and Repavment Funds

State law cstablishes that the treasurer of cach county is ex officio treasurer of all school districts within the county. Althoug
separately accounted for, substantially all District funds are held and invested on a pooled basis with other funds held by th
Treasurer in the County Pooled Investment Fund (the “County Pool”). This pooled investment fund consists primarily «
operating funds of the County and local agencies (including other school districts. community colleges and special districts) ne
otherwise invested at the direction of a County Pool participant.

The proceeds reccived from the sale of the Notes will be deposited in a fund to be held on behalf of the District by the Treasur
separate and distinet from all other County and District funds and accounts designated the “Washington Unificd School Distris
(Yolo County, California) 2009 Tax and Revenue Anticipation Notes Proceeds Fund™ (the “*Proceeds Fund™).

The Resolution stipulates that moneys held in the Proceeds Fund and Repayment Fund shall be invested by the Treasurer in an
onc or more investments generally permitted to school districts under the laws of the State, consistent with the investment polic
of the County and the Resolution (the “Proceeds Fund Permitted Investments™). Specifically. authorized investments include: (;
the County Pool: (b} at the request of the District. in specific investments permitied under section 533601 of the Californi
Government Code: and (¢) in the sole discretion of the District. (i) the Local Agency Investment Fund maintained by th
Treasurer of the State: and (ii) investment agreements with financial institutions with senior unsecured credit ratings in onc of th
two highest rating categories (without regard to any refinement or gradation of such rating category by a plus or minus or
numeral) from one or more nationally recognized statistical rating organization then rating the Notes.

urces and Uses of Funds
The sources and vses of funds in connection with the sale and delivery of the Notes are projected as sct forth in the exhibit below
Sources and Uses of Funds

Washington Unified School District
2009 Tax and Revenue Anticipation Notes

SOURCES OF FUNDS
Par Amount of Notes $2.725.000.00
Original Issuc Premium 4060.25
TOTAL SOURCES OF FUNDS $ 2.729.060.25
USES OF FUNDS
Procecds Fund $2727.790.40
Underwriter's Discount 1.269.85
TOTAL USES OF FUNDS $2.729060.25




YOLO COUNTY INVESTMENT FUND

This section provides a general description of the Cownty's invesmment policy, current portfolio holdings. and valuation
procedures. The information has been approved by the County Jor inclusion in this Official Swemens. The District makes no
representation as to the accuracy or completeness of such information. Furiher information mav be obtained by comacting the
County of Yolo, Office of the Auditor-Coniroller and Treasurer-Tax Collector, 625 Caurt Street, Room 102, Woodland, CA
95693, Telephone (530) 666-8625.

Most of the District’s funds are held and invested in the County Pool. Funds held by the County in the County Pool arc invested
in accordance with the County's investment policy. as authorized by section 53601 of the Stute Government Code. This pooled
investment fund consists primarily of operating funds of the County and local agencies. including other school distriets. cities and
special districts. State law requires that all moneys of the County. school districts, and centain special districts be held by the
Treasurer.

The County's investment policy is reviewed by the County Board annually. A County Treasury Oversight Committee (which
includes. among others. a representative of the Yolo County School Superintendent and a representative of the area school
districts) monitors the performance of the County Pool quarterly. The policy statement sets forth the County’s investment
objectives, which are. in priority order, safety of principal. liquidity, and return on investment. See “APPENDIX D™ for a copy of
the County's investment policy. as approved by the County Board.

The portfolio structure of the County Pool as of August 31, 2009 is set forth on the following table:

Yolo County Pooled Investment Fund
As of August 31, 2009

Sccurity Type Market Value

Securities Held by PFM Asset Management LLC
Treasury Pool

Corporate Note $18.933.469

Corporate Note — FDIC Insured 23267017

Federal Agency Bond/Note 64.143 888

Federal Agency MBS 863041

US Treasury Bond/Note 7.268.033

Accrued Interest 586.324

Tatal Treasury Pool 5115061772
Landfill Closurc Trust Fund

US Treasury Bond/Notc $4.173.752

Federal Agency Bond/Note 8.619.794

Accrued Interest 132,109

Total Landfil! Closure Trust Fund $12.925655

Total Sccuritics Held by PFM $127987.427

California Assct Management Program $75237.498

Local Agency Investment Fund (LA!F) 48.141.975

Checking Account 9.297.642

State of California Registered Warrants 1050247

Total Pooled Portfolio $261.754.790

Source: Yolo County Auditor-Controller and Treasurer-Tax Collector's Office.



WASHINGTON UNIFIED SCHOOL DISTRICT

General Information

The District is 2 unified school district providing clementary and secondary education for grades kindergarten through twelve
approximately 7.100 students. The District was formed in 1957, and its territory encompasses a 23-sguare-mile arca of caster
Yolo County. The District operates eight elementary schools. one charter school. one adult education school. one comprehensiv
high school. one alternative high school and one independent study school. The District employs approximately 420 certificaic
and 310 classified staff.

The Board of Education and Key Administrative Personnel

The Board of Education of the District (the “District Board™) governs all activitics related to public education within th
jurisdiction of the District. The District receives funding from local, State and federal government sources, and the District Boar
must cnsure compliance with the concomitunt requirements of these funding source entities. The District Board consists of fiv
members. Each District Board member is clected by the public for a four-year term of office and clections for the District Boat
arc held every two years. The District Board has the decision-making authority and is accountable for all fiscal matters relating t
the District. The Superintendent of the District is appointed by the District Board and reports to the District Board. Th
Superintendent is responsible for managing the District's day-to-day operations and supervising the work of other key Distriv
administrators. The current members of the District Board and key administrative personnel of the District are set forth on pag
“iii"” of this Official Statement.

District Board Member Information
Washington Unified School District

ame Title Term Expires
May Leland President December 2012
Dave Westin Vice President December 2012
Teresa Blackmer Member December 2012
Matt Stegman Member December 2010
Sandra Vargas Member December 2010

verage Dai ance

Student enrollment of a public school district in the State determines to a large cxtent what the school district will receive in tenr
of funding for program. facilitics and staff needs. Average daily attendance (“ADA™) is a measurement of the enrollment of th
District. The purpose of attendance accounting from a fiscal standpoint is to provide the basis on which apportionments of stal
funds are made to school districts. Sce “STATE FUNDING OF PUBLIC EDUCATION"™ herein.

Set forth in the exhibit below is the District’s Period 2 ADA for grades kindergarten through twelve (excluding count
supplement, adult education and charter school ADA).

Average Daily Attendance
Washington Unified School District
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2006-07 2007 2008-09 2009-10*

E

P-2 ADA 6.629 6.699 6,699 6.711 6.711

* Budgeted



Teacher-to-Pupil Ratios

Set forth below are the tcacher-to-pupil ratios for the District for fiscal year 2007-08.

Teacher-to-Pupil Ratios
Washington Unified School District

Elementary School 195:1
Middle School 2211
High School 22.7:1
Altlernative 229:1
Continuation 164:1
Total 205:1

Source: Education Data Parinership

hanter Schools

There is currently one charter school operating within the District, West Sacramento Early College Prep Charter School. currently
serving grades six through nine. Eprollment at West Sacramento Early College Prep Charter School is approximately 220
students.

To the extent charter schools draw students from District schools and reduce District enrollment, charter schools can adverscly
affect District revenues. The District is required to accommodate charter school studens originating in the District in facilities
comparable to those provided to regular District students. Pursuant to Proposition 39, school districts are required to provide
facilitics comparable to those provided to regular District students for charter schools having a projected average daily attendance
of at least 80 or more students from that district.

Employee Relations

State law provides that emptoyees of public school districts of the State are to be divided into appropriate bargaining units which
then are to be represented by an exclusive bargaining agent.

The District has two recognized bargaining agents for its employces: Washington Teachers Association. which represents all non-
management certificated staff, and the California School Employces Association, which represents non-management classificd
employcces.

Set forth in the following table are the District’s bargaining units, number of employees by full-time equivalents (“FTEs™) based
on reported figures in the District’s Fiscal Year budget. and contract status.

Bargaining Units, Number of Employees, and Contract Status
Washington Unified School District

UNITS # OF FTE TATUS
Washington Teachers Association 381 In negotiations for the Fiscal Year
California School Employees Association 304 In ncgotiations for the Fiscal Ycar




The District also cmploys 37 FTEs management and confidential employces that are not represented by a bargaining unit.

Pcnsion Plans

All full-time employees of the District are cligible to participate under defined benefit retirement plans maintained by agencies
the State. Certificated employces are eligible to participate in the cost-sharing multiple-employer State Teachers™ Retireme
System (“STRS"). Classificd employces are eligible to panticipate in the multiple-employer Public Employecs® Retirement Fur
of the Public Employces’ Rctirement System (“PERS”). which acts as a common investment and administrative agent fi
participating public entities within the State.

STRS operates under the State Education Code sections commonly known as the State Teachers” Retirement Law. Membersh
is mandatory for all certificated employces of public schools within the Statc meeting the cligibility requirements. STRS providi
retirement. disability and death bencefits based on an employee’s years of service, age and final compensation. Employees ve
after five years of service and may receive retirement benefits ar age fifty-five,

All full-time classificd employces of the District panicipate in PERS. which provides retirement, disability and death benefi
based on an employee’s years of service. age and final compensation. Employees vest after five years of service and may reccit
rctirement bencfits at age fifty. These benefit provisions and all other requirements are established by State statute and Distri
resolution.  For a more complete description of the District’s pension plan and annual contribution reguircments, s
“APPENDIX A" attached hereto.

Other Post-Emplovment Benefits

In Junc 2004, the Governmental Accounting Standards Board (“GASB™) pronounced Statement No. 45, Accounting and Financi
Reperting by Employers for Post Employment Benefits Other Than Pensions. The pronouncement requires public agenc
cmployers providing healthcare benefits to retirees to recognize and account for the costs for providing these benefits on :
accrual basis and provide footnote disclosure on the progress toward funding the benefits. GASB Statement No. 45 (“GASB 45
provides that agencies should establish a reserve fund and annuafly transfer sufficient funds to this reserve in order to pay fi
retiree other post-cmployment benefits (“OPEB™), for the period of time agreed in union contracts. GASB 45 was effective fi
the District beginning fiscal year 2008-09,

The District provides post-cmplayment health care benefits to all employees who retire from the District on or after attaining ay
55 and meeting negotiated contract requircments. Eligible retirecs receive District paid benefits until the retirec reaches age 6
On June 30, 2008, 58 retirees met these eligibility requirements. Expenditures for post-retirement healthcare benefits a
recognized as the premiums are paid and resulted in approximately $368.202 of expense for the year ended June 30, 2008.

The District has completed an actuarial study identifying the District’'s OPEB liability. The study determined the District’s OPE
unfunded actuarial accrued liability ("UAAL'™) as of April 1. 2009 to bc 33885814, and the annval required contributic
("ARC™) to be $660.623. The District has not cstablished a reserve to fund its UAAL. The District has budgeted $330,025
expenditures for post-retirement healthcare benefits for the Fiscal Year.

DISTRICT FINANCIAL INFORMATION

Accounting Practices

The accounting practices of the District conform to generally accepted accounting principles in accordance with policies m
procedures of the California School Accounting Manual, which must be used by all school districts within the State pursuant
Section 41010 of the State Education Code. The District’s basic financial statements consist of government-wide statements at
fund-based financial statements. Government-wide statements, consisting of a statement of net assets and a statcment .
activities, report all the assets, liabilities, revenuc and expenses of the District and are accounted for using the economic resoure
measurement focus and accrual basis of accounting. The fund-based financial statements consist of a series of statements th
provide information about the District’s major and non-major funds. Governmental funds, including the District’s General Fun
special revenues funds, capital project funds and debt service funds, arc accounted for using the modified accrual basis |
accounting. Under the modified accrual basis of accounting. revenues are recognized in the accounting period in which the
become measurable and available, while expenditures are recognized in the period in which the liability is incurred. if measurabl
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Proprictary funds and fiduciary funds arc #ccounted for using the cconomic resources measurement focus and accrual basis of
accounting. Scc “NOTE 1" in "APPENDIX A™ herein for a further discussion of applicable accounting policies.

The District’s independent auditor for the fiscal year ended June 30, 2008 is Perry Smith LLP Accountants, Sacramento.
California. The financial statements of the District as of and for the fiscal year ended June 30. 2008, arc sct forth in "APPENDIX
A™ attached hereto. The auditor has not performed any subsequent cvents review or other procedures refative to these audited
financial statements since the date of its Ictter.

Budget and Financial Reporting Process

The District’s General Fund finances the legally authorized activitics of the District for which restricted funds are not provided.
General Fund revenues are derived from such sources as federal and State school apportionments. taxes. use of moncy and
property. and aid from other governmental agencics,

The District is required by provisions of the State Education Code to maintain a balanced budget cach year. where the sum of
cxpenditures plus the ending fund balance cannot exceed revenues plus the carry-over fund balance from the previous year. The
State Department of Education imposes a uniform budgeting format for school districts.

The fiscal year for all school districts is July | to June 30. The State budget is an extremely important input in the school district
budget preparation process. as school districts depend on State funding for a significant portion of their revenue. There is o very
close timing in the summer between final approval of the State budget. school finance Iegislation, and the adoption of school
district budgets. In some years, the State budget is not approved by the July 1* deadline, which forces school districts to begin the
ncw fiscal year with only estimates of the amount of money they will actually receive.

The District budgeting process involves continuous planning and evaluation. Within the deadlines. school districts work out their
own schedules for considering whether or not to hire or replace siaff, negotiating contracts with all employees. reviewing
programs. and assessing the nced to repair existing or acquire new facilities. Decisions depend on the critical estimates of
cnrollment. fixed costs. commitments in contracts with cmployces as well as best guesses about how much money will be
available for clementary and sccondary education.

The timing of some decisions is forced by Iegal deadlines. For example, preliminary layoff notices to tcachers must be delivered
in March. with final notices in May. This necessitates projecting enrollments and determining staffing needs long before a school
district will know either its final financial positions for the current ycear or its income for the next onc.

The governing board must submit a budget to the County Superintendent by July 1, and a publicized opportunity for public
participation in the budget process is required by law. There are two options for budget adoption. School districts may adopt
their budgets by July 1 and then revise and readopt them by September | after a public hearing.  Alternatively. school districts
may decide. by the previous October 31, to hold public hearings before adopting their budgets by July 1. School districts
choosing this latter option revise their revenues and expenditures after the State budget act is adopted without a second public
hearing. Legislation requires criteria and standards for stringent review of school districts' finances. focusing primarily on
predictions of average daily attendance, aperating deficit, and reserves. All school districts must perform a criteria and standards
review before budget adoption. In addition, those school districts on the alternative schedule for adoption must repeat the criteria
and standards review before their revision only if their July | budget was disapproved. The legislation also dictates when and
how outside committees. or an appointed paying agent in emergency situations, must work with school districts. This oversight is
part of an cffort to reduce the number of districts in financial trouble and to increase the responsible use of tax dollars.

The county superintendents monitor all school districts' budgets. ongoing financial obligations and multi-year contracts. They
have specific powers for recommending actions to revise budgets. They are not, however. authorized to abrogate existing
collective bargaining agreements. School districts must review their financial position for the periods ending October 31 and
January 31 in order to certify their abilities to meet commitments through the rest of the school year.

Each school district is required by the State Education Code 1o file these two interim reports each year by not later than December
15 and March 15. Each interim repon shows fiscal year to date financial operations and the current budget, with any budget
amendments made in light of operations and conditions to that point. The county office of cducation must then, within 30 days,
cvaluate the interim reponts and forward their comments to the State Department of Education and the State Controller's Office.
Included in the report is a certification by the president of the governing board of each school district that classifies the District
according to its ability to meet its financial obligations. The certifications are grouped into three categorics: positive certification,
which designates that the District will be able to meet its financial obligations for the remainder of the fiscal year and the
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following two years: a qualificd centification, which means that the District may not be able to meet its financial obligations fc
the remainder of the fiscal year and following two years i certain events occur; and a negative certification, which signifies th
the District will not be able to meet its financial obligations for the remainder of the fiscal year or of the following year.
centification by the governing board may be overridden by the county superintendent. [f either the first or second interim repornt
not positive, the county superintiendent may require the district to provide a third interim report by Junc 1 covering the peric
ending April 30. 1f not required. a third interim report is gencrally not prepared (though may be at the clection of the district
The same calendar applies to the budgets of county offices of education, except that their budgets and reports go to the Sta
Superintendent of Public Instruction for review,

The District received positive certifications on all interim reports during fiscal years 2004-05 through 2008-09.

Temporary Inter-fund Borrowing

The State of California Education Code authorizes school districts to temporarily transfer up to 75% of the cash from a specifi
purpose fund to any other district fund by district board action, provided that the transferred cash is repaid to the original fun
within the same fiscal year. or, if transferred within the final 120 days of the fiscal year. by the following fiscal ycar. Howeve
depending upon circumstances, other State or federal Jaw, grant or contractual restrictions may further restrict or prevent suc
temporary cash transfers.

Borrowi m Oth cncics

The Statc Constitution and the State of California Education Code allow borrowing from County-held funds of other agencics b
school districts up until the last Monday in April of each fiscal year in amounts that do not exceed 85% of revenues accrued. Th
District does not gencrally use such borrowing to cover temporary cash shortfalls in the General Fund and does not expect 10 uz
such borrowing to cover temporary cash shortfalls in the Fiscal Year.

Financial Statements

Figures presented in summarized form herein have been gathered from the District’s financial statements. The audited financi
statements of the District for the fiscal year ending June 30, 2008, have been included in this Official Statement.  Sc
“APPENDIX C herein. Audited financial statements for all prior fiscal years are on filc with the District and available for publi
inspection during normal business hours. Copics of financial statements relating to any ycar are available 10 prospective investol
and or their representatives upoen request by contacting the District at the address and telephone number set forth on page “iii™ ¢
this Official Statement. or by contacting the District’s financial advisor, Government Financial Strategies inc.. 1228 N Stree
Suite 13, Sacramento, California, 95814-5609, Tel. (916) 444-5100.

[ The remainder of this page intentionally left blank|
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The following table scts forth certain General Fund information for the District.

General Fund Activity for the Fiscal Years Indicated

Washington Unified School District

2005-06 2006-07 2007-08 2008-09 2009-10
BEGINNING BALANCE $4.623831 $3.821.777 $7921.733 $9.787.376 $12447 618
REVENUES
Revenue Limit Sources
Revenue Limit — State Apportionment 26637812 29.889.157 29 966,655 28.729.199 28995895
Revenue Limit - Local Sources 9.202 428 8917.544 10,002,133 9073671 8.935.263
Total Revenue Limit Sources $35.840.240 $38.806.701 $39.968.788 $37.R02.871 $3793L.158
Federal Revenue 6355358 $5530.126 4647169 7153809 $4.617.829
Other State Revenuces 7831693 10,560 378 10,253,752 9.684 344 BU54.735
Other Local Revenues 2667539 2779704 3.892.223 3.554 590 2752402
TOTAL REVENUES $52.694 830 $57.676 969 $58.761 932 $58.195614 $54.256.124
EXPENDITURES
Centificated Salaries $25.305.887 $25949 685 $25.923.697 $25337514 $26.038019
Classificd Salaries 8.854 995 9039779 9.561 976 Y434 207 9540476
Employee Benefits 9695410 9436437 10.088 959 10,308,151 10,655 8635
Books and Supplics 2.920.704 2.672.868 390t 563 2877633 2651076
Services & Operating Exp. 5.258.500 5515851 6489711 7020737 6.274.757
Capital Outlay 258.786 578,129 731269 173310 58.000
Qther Outgo 837 386 6005 887 39637 58500 (713.969)
Debt Service 183.301 251.687 251 687 - --
TOTAL EXPENDITURES $53.314.969 $54.054 323 $56.988 499 $55.210061 $55.144.224
FINANCING SOURCES (USES) (3181 915) $477310 $92210 (3325311 ($325.000)
NET INCREASE (DECREASE) (802.054) $4.099 956 $1.865.643 $2.660.242 ($1.213.100)
ENDING BALANCE $3.821.777 $7.921.733 $9.787 376 $12447 618 $11.234518

Revenues

The District categorizes its General Fund revenucs into four primary sources: revenue limit sources, federal revenues. other state
revenues and other local revenues.

Revenue Limit Sources. Since fiscal year 1973-74, school districts have operated under general purpose revenue limits
cstablished by the State Legislature. In gencral, the state revenue limit for a school district is calculated by multiplying a “basc
revenue limit™ per student by the school district’s student enrollment measured in ADA (sce “WASHINGTON UNIFIED
SCHOOL DISTRICT—Average Daily Anendance™ for the District’s historical and projected ADA). The revenuc limit
calculations are adjusted annually in accordance with a number of factors designated primarily to provide cost of living increases
and to equalize revenues among all school districts of the same type within the State.

Revenue limit sources account for approximately 65.0% of total General Fund revenues in fisca) year 2008-09, and are budgeted
to be approximately 69.9% of General Fund revenues in the Fiscal Year. Funding of the District’s revenue limit is accomplished
by a mix of a) local taxes (composed predominantly of property taxes, and including miscellaneous taxes and community
redevelopment funds, if any) and b) State apportionments of basic and equalization aid. Local taxes accounted for approximatcly
24.1% of revenue limit sources in fiscal year 2008-09, and are budgeted to account for approximately 23.6% of revenue limit
sources revenue in 2009-10.
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Federal Revenues. The federal government provides funding for several District programs. These federal revenues, most «
which are restricted. were 12.3% of General Fund revenues in fiscal year 2008-09. and arc budgeted 10 be 8.5% of General Fur
revenues in the Fiscal Year. Federal revenucs include the revenues received pursuant to the American Recovery ar
Reinvestment Act signed into federal law on February 17.2009.

Ciher State Revenues. In addition to apportionment revenues, the State provides funding for several District programs. The:
other State revenues. most of which are restricted, were 16.6% of General Fund revenues in fiscal year 2008-09, and are budgetc
to be 16.5% of General Fund revenues in the Fiscal Year. Included in other State revenues are proceeds reccived from the Sta
from the State Lottery.

Other Local Revenues. In addition 1o property taxes, the District receives additionai local revenues.  Revenues from other loc
sources were 6.19% of General Fund revenues in fiscal year 2008-09. and are budgeted to be 5.1% of General Fund revenues in tt
Fiscal Ycar. The largest component of other local revenues is the transfer of appontionment from the Yolo County Speci
Education Local Plan Arca.

Expenditures

The largest components of a school district’s general fund expenditures are certificated and classified salarics and employ¢
benefits. Changes in salary and benefit expenditures from year to year are generally based on changes in staffing level
ncgotiated salary increases, and the overall cost of ecmployce benefits. Even with no negotiated salary increases or changes i
staffing levels. normal “step and column™ advancements on the salary scale result in increased salary expenditures.

The District has budgcted a staffing decrease of cight FTEs from fiscal ycar 2008-09 to 2009-10, with no salary increases (otht
than normal “step and column™ incrcases) budgeted. Employee salaries and benefits accounted for approximately 81.7% of t
District’s General Fund expenditures in fiscal year 2008-09. and are budgeted to be 83.8% of gencral fund expenditures in tt
Fiscal Year.

Shont T wings

The District has not issued short-term tax and revenuc anticipation notes payable from the General Fund in the previous ten year
The District has ncver defaulted on any of its short-term borrowings.

Capitalized and Bonded Lease Obligation

The District’s has made use of various capital lease arrangements in the past under agreements that provide for title of items an
cquipment being leased to pass to the lessee district upon expiration of the lease period. Under each such agreement, the Distrii
Board has promised to annually appropriate the amounts necessary to make all future lease payments from available revenue
All leasc and capitalized lease obligations of the District as of June 30. 2008, are set forth in “APPENDIX A" attached hereto,

The District has onc series of centificates of participation outstanding, as shown in the following table.

Certificates of Participation
Washington Unified School District

Oustanding as of Debt Service in
Daic Issued Einal Matugjty Amount Issued Jupe 30, 2009 Fiscal Year 2009-10
June 28, 2007 August 1, 2037 $70.645 000 $70.645.000 $3.491 038
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Long Term Borrowings

In a general clection held on November 2. 1999 (the 1999 Election™), voters within the District authorized the issvance of not 10
exceed $17.540.000 of genceral obligation bonds. Bonds from the 1999 Election were issued in two scrics. $10.070.000 in May
2001, and $7.469422 in March 2007. In a general election held on March 2. 2004 (the 2004 Election™). voters within the
District authorized the issuance of not to exceed $52.000.000 of general obligation bonds. Bonds from the 2004 Election were
issued in two scrics, $39.999 040 in August 2004, and $12.000.434 in November 2006.

The following 1able seis forth the District’s general obligation bond issuances,

General Obligation Bonds
Washington Unified School District

Outstanding as of Debt Service in
Authorization Dute Issued Final Maturity Amount Issued Scptember 30, 2009 Fiscal Year 2009-10
1999 Election May 2001 August |, 2025 $10.070.000 $9.220.000 $699.013
1999 Election March 2007 August |, 2031 $7.469.422 $7.459422 $179.118
2004 Election August 2004 August 1.2029 $39.999.040 $36.959.040' $1.893.000
2004 Elcction November 2006 August 1,2031 $12.000434 $11.840.434' $365475

Note 1: Includes initial principal amount for outstanding capital appreciation bonds.

All outstanding bonds and long-term [iabilities of the District as of June 30, 2008, are sct forth *“APPENDIX A" attached hercto.
The District has never defauited on any of its long-term bonded indebtedness.

Monthly Cash Flow

The District has prepared for use in this Official Statement the following cash flow statements that show unaudited actual cash
receipts and disbursements for fiscal ycar 2008-09, and projected cash receipts and disbursements for the Fiscal Year. Becauvse
the District’s Special Reserve Fund for Other Than Capital Outlay serves to hold a portion of the District’s reserve for economic
uncertaintics. the following cash flows are combined General Fund and Special Reserve Fund for Other Than Capital Outlay.

The District’s cash flows reflect the enactment of 2009-10 State Budget Revision (defined herein. see “STATE FUNDING OF
PUBLIC EDUCATION-The 2009-10 Statc Budget™). Under the 2009-10 State Budget Revision, the monthly payment schedule
for K-12 apportionment funding and catcgorical funding from the State was modified to distribute five percent of 1otat payments
in each of July and August and nine percent in cach of the remaining months, with certain paymem deferrals enacted. With the
additional deferrals incorporated into the 2009-10 State Budget Revision, total deferrals of State K-12 revenue limit payments in
fiscal year 2009-10 arc approximately $8.6 billion. These deferrals include:

$1.0 billion from July 2009 0 December 2009,

$1.5 billion from August 2009 to October 2009,

$1.0 billion from November 2009 to January 2010.

$2.0 billion from February 2010 to July 2010.

$679 miilion from April 2010 to August 2010.

$1.0 billion from May 2010 1o August 2010.

$1 .4 billion from june 2010 to July 2010.

The 2009-10 Statc Budget Revision provides increased flexibility with respect to funding allocated to certain categorical
programs through fiscal ycar 2012-13. Pursuant to this provision. school districts will be ablc to shift furds to meet higher
priority needs. In addition. the District’s cash flows reflect the actual and anticipated receipt of federal funds authorized pursuant
to the American Reinvesiment and Recovery Act of 2009.

The District’s projected cash flow statements reflect the District’s current estimate of its cash flows. but the District expects the
actual cash flows for the Fiscal Ycar to be adjusted duc to actions taken by the State and federal government and actual cash
positions during the Fiscal Year subsequent to the date hereof. The District updates its cash flow projections when it submits to
the Yolo County Superintendent of Schools its first interim and second interim firancial reports no later than December 15, 2009,
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and March 15, 2014), respectively. Caopics of the District’s first and second interim reports for the Fiscal Year will be availuble
prospective investors and or their representatives upon request by contacting the District or the District’s financial advisor at tf
addresses and telephone numbers set forth on page “iii” of this Official Statement.

Sct forth on the following pages arc the Districts unaudited actual cash receipts and disbursements tor fiscal year 2008-09. ar
projected cash receipts and disbursements for the Fiscal Year.

[ The remainder of this page intentionally left blank )
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WASHINGTON UNIFIED SCHOOL DISTRICT
ACTUAL MONTHLY CASH FLOW OF THE GENERAL FUND
FISCAL YEAR 2008-09

JUL ALG SEP OCT NOV DEC JAN FEB MAR APR MAY JUN TOTAL
BEGINNING CASH* S$10.349 999 $6.994 321 $2.062913 $7436.189 $5.468.668 4088969 $5.430 860 $9.018,768 ST 120683 §5.210,321 3954009 SLI6213 S10. 319999
RECEIPTS
Revenue Limit Sources
Property Tax $0 S0 S0 S0 L4t $101 329 $1995.2% (56342301 S1I5330 $5.393.509 15439.291) SE2I18 SRS230%%
State Aid 276,659 $3.688,7%4 HAN26923 $1.369.077 $2202716 $2.202.715 $1.676.62) $2.224 574 $1,678,132 S2008233 S1999479 S2R4461  S2X6IRHTY
Other $16.722 S24059 {§$17.49%) $53311 S1.547 $5934 SI15840 523471 1336 347 {$6.278) (S2601) S32508 S110.870
Federal Revenues 521752 $1.586 $136987 51342 SI15M $1.306.543 51029012 (512244 S519.637 S54K27 $125389 $33928 $37538%10
Chher State Revenues s2a92 $274.413 $257379 $966.562 $755.281 S1.516.99 $582 381 $16) 837 S298.303 S1544.6R4 $513.604 371622 87184344
Other Local Revenues $1.778 338449 S163.264 STHLSTH $169.141 172449 376777 SHN728 20,412 S22k S1ME2aT S192.150 S1AIS Y
Interfund Trunders In 50 S0 0 b4 S0 50 b1 Sy S0 S0 S0 ) Sy
All Other Financing Sources S S 50 0 L1 $0 N L1 0 Sir 0 S S
Prior Year Receipts 3915 040 $812.582 SSASTT 5238552 541401 $121.982 $3M2034 SIS0 $3508) 524977 12046 5122008 SIRNS TN
Kote Proceeds and Interest Eamings S0 S 50 bui) 1] s 30 S0 S0 S0 S0 Sl S0
TOTAL RECLIPTS $1.264,193 S4X19873 $5.127637 SIATSSI8 $3.201.277 S5.627 848 S9017984 $1.2353W S2.810.6m1 SHARG, 112 260971 SIS I8G  SI9.A12024
DISBURSEMENTS
Certificaled Salaries 424060 $2.173.3017 $2.13h 2 32204815 $21.295 427 $2.221 693 52300602 $22376438 S22 904 $1.2749.473 S22XIN2R 2462915 S2533T 814
Classified Salaries S0 STTR97 ST 762 S8OEN1A $859.267 $787.203 $790.708 812147 §79% 454 SKIINTS S790.| 37 3962541 SQ431. 07
Employee Benefits 450911 S6R0 666 $836.002 $802.254 $740220 S845.718 SRIR.651 $841.471 $A5D S48 $838.20% $K19.405 SEITS 6 S10308,152
Supplies $267,345 $556,190 $316.275 $819.673 $230.698 S169.842 $180.452 ($413.545) $97.467 SY2 A2 ($24.721) SBIS81 SIRTTA
Senices $413094 $302.383 $417427 $466. 586 §126,288 5546219 $604 856 $743.262 $591970 S0 34 SRR1.797 Sl d10 $TN0.736
Capital Oullay $0 $11,152 LUIERED) $15423 S0 b S0 $0 S0 st Siy 13596 S173310
Other Outga $68.386 0 S40L126 (3519 S0 0 S106.506 (561 K56) 0 {83340 U 361030 $58.50%
teter(und Transfers Ou 0 0 w S0 S n $328311 50 b S $0 $0 32531
AH Other Financing Uses 0 $0 S0 S0 0 $0 S0 50 h2)) S0 S0 30 S0
Prior Year Disbursements $254190 $169 476 $101588 5153994 $129076 {$284.715) $302.99%0 576423 S133683 (SBSSI1) $135.182 (54,196)73) (S772R10)
Note Pledge 50 $0 30 S0 S0 0 S0 S0 Sir S0 S0 S0 S0
TOTAL DISBURSEMENTS $461981 $4.771 281 £4,754 361 $5.343.009 $4.580.976 $4285 957 $5.410076 54,121 494 HTI020 $4322.04 $4 R34 828 S2975.336 354701559
NET CHANGE CASH (83355678) SHR 592 $373.276 {81 967 521) 1$1.379,699) S1331.891 $3.607 908 (51 896 085) {$1.93236) S4,143. 748 {S2. 193 855) (S1.930,150F  (S5.119.92%5)
ENDING CASH $6.994.32) $TH62H3 $7436.189 55,468,668 S4.N88.909 PRERE S9.038.768 $7.142,683 520321 U354 069 S7.1600 204 S5 230004 ASRRLIT N

* Inclhudes balance in special reserve for non-capitat outlay fund

200809 NOTE REPAYMENT FUND

Beginning Balance S0 S 0 S0 0 S 0 S 0 S 0 S ET
Receipis ] 4] 0 0 0 ] U] [H 0 i v i) w0
Disbursements 0 a 4] 1] [ n 0 0 { 1] 0 [1] 84

Enuling Balance S0 $0 50 b7 h213 S0 p1] M S S0 b 71] St bl
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COUNTY ECONOMIC PROFILE

The information in this section concerning the Couniv's economy is provided as supplementary information only. The District
cncompasses ondy a portion of the County.

General Information

The County is one of 58 counties in California and was ong of the original 27 counties created when California became a state in
1850,

Agriculture is the County's primary industry. The castern two-thirds of the County consists of ncarly level alluvial fans. flat
plains, and basins. while the western third is largely composed of rolling terraces and steep vplands used for dry-farmed grain and
range. The clevation ranges from slightly below sea fevel near the Sacramento River around Clarksburg to 3,000 feet along the
ridge of the western mountains. The County’s proximity to Sacramento International Airport as well as two major interstates
places it within a major transportation hub of the state.

According 1o the U.S. Burcau of Economic Analysis, in 2007, the County had per capita personal income of $34.610, which
places it 25" in the State. 83% of the State average. The U.S. Census Burcau identifics 2007 median household income in the
County to be $55.988. 93% of the Statc average. Based on data from the MDA DataQuick Information Systems. the median
resale value of single family residences and condos as well as new homes in the County was approximately $230.000 in
September 2009, down approximatcly 10% from $255,000 in Scptember 2008.

Population

Since 2005. the population of the County has grown at a rate of approximatcty 0.4% annually. The following displays population
data for the previous five years as of January 1" for the County and select cities within the County.

Historical Population Estimates
Yolo County and Selected Cities

2005 2006 2007 2008 2009
Davis 64 553 64 830 65.230 65.568 66,005
West Sacramento 40.303 43353 45,140 46 885 47782
Wiaters 6999 6.897 6919 7025 7.052
Woodland 53.528 53.179 54312 55.657 56.399
Balance of County 22.824 22813 23.263 23,191 23471
TOTAL 188.207 191,072 194,864 198.326 200,709

Source: California Department of Finance

IThe remainder of this page intentionally left blank.]
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County Uncmployment

The following table contains a historical summary of the County's annual uncmployment dala, scasonally unadjusted.

Historical Unemployment Data

Yolo County
2004 2005 2006 2007 2008
Labor Force 92.676 93.362 95,133 96.688 99 500
Number of Employed 87.031 88.144 90.193 91014 92200
Number of Unemployed 5645 5218 4940 5674 7.300
Unemployment Rate 6.1% 3.0% 5.2% 59% 74%
Source: Employment Development Department.
Major Employers
The following table provides a listing of major employers in the County.
Major Employers
Yolo County
Employer Name Location Industry
Bel Air Markets Brederick Grocers — Retail
C & S Wholcsale Grocers Inc. West Sacramento Grocers — Wholcsale
Cache Creek Casino Resort Brooks Casinos
Coventry Workers Comp. Svc. West Sacramento Insurance

Dennis Blazona Construction
MTS Inc.

Nor-Ca! Beverage Co
Nor-Cal Beverage Co Inc.
Pacific Coast Producers
Procurement Office

Raley’s

Raley's Inc.

Roadway Express Inc.

Sutter Davis Hospital

Target Distribution Center
Tony's Fine Foods Inc,
University of California
Veterinary Medical Teaching
Walgreens

Woodland Health Center
Woodland Healthcare
Woodland Healthcare
Xyratex International Inc.
Yolo County

West Sacramento
West Sacramento
West Sacramento
West Sacramento
Woodland
Broderick
Broderick
Broderick

West Sacramento
Davis

Woodiand
Broderick

Davis

Davis

Woodland
Woodland
Woodland
Woodland
Broderick
Woadland

Construction companics

Records, tapes & ¢.d.’s — Retail
Vending machines - Manufacturers
Beverages — Wholesale

Canned specialties — Manufacturers
State government — General offices
Grocers - Retail

Business management consultants
Trucking — Motor freight

Hospitals

Distribution centers - Wholesale
Food brokers — Wholesale

Schools — Universitics & colleges
Animal hospitals

Pharmacies

Physicians & surgeons

Hospitals

Clinics

Machinery — Specially built
County government

Source: Catifornia Employment Development Department, America’s Labor Market Information System Employer Databas

2009 2™ Edition.
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Taxable Sales

The foltowing table summarizes historical taxable retail sales in the County.

Taxable Retail Sales

Yolo County
2004 2005 2006 2007 2008
Sules Tax Permits 3981 4021 4,059 4084 4,138
Taxable Sales (000°s) 2.810.318 3093540 3,189,863 3.259.843 2.520.162

Note: 2008 figures are through Q3: Source: California State Board of Equalization

TAXATION AND APPROPRIATIOGNS

Ad Valorem Property Taxation

The District utilizes the services of the County for the assessment and collection of taxes for District purposes. except for public
utitity property that is asscssed by the State Board of Equalization.

The State Constitution and scctions of various State statutes provide exemptions from ad valorem property taxation for certain
classes of property such as churches, colleges. nonprofit hospitals. charitable institutions and for severely handicapped
individuals. The State Constitution exempts from ad vaforem property taxation $7 000 of full value of owner occupicd dwellings.
and requires the Legislature to reimburse cach local government for revenuc lost as a result of the exemption.

A portion of property tax revenuc of the District is derived from utility property subject to assessment by the State Board of
Equalization (“SBE™). Statc-assessed property. or “unitary property.” is property of a utility system with components located in
many laxing jurisdictions assessed as part of a “going concern™ rather than as individual parcels of real or personal property.
Unilary and certain other state-assessed property is allocated to the countics by the SBE, taxed at special county-wide rates. and
the tax revenues distributed to taxing jurisdictions (including the District) according to statutory formulac generally based on the
distribution of 1axes in the prior year.

Recent changes in the State electric utility industry and in the way in which components of the industry are regulated and owned.
including the sale of clectric gencration asscts to largely unreguiated. non-utility companies. may affect how utility assets arc
assessed in the future. and which local agencics are to receive the property taxes. The District is unable to predict the impact of
these changes on its utility property tax revenues. or whether future legislation or litigation may affect ownership of utility assets
or the State’s methods of assessing utility property and allocating tax revenues to local taxing agencies. including the District,

Because the District is not a “basic aid” district, any taxes lost duc to a reduction in. or transfer to another jurisdiction of. utility
property assessed valuation will be compensated by the State as cqualization aid under the State’s school financing formula, Sce
“STATE FUNDING OF PUBLIC EDUCATION —Sources of Revenue for Public Education™ herein.

Alterpative Method of Tax Apportionment

In fiscal year 1950-51. the County Board approved implementation of the Alternative Method of Distribution of Tax Levics and
Collections and of Tax Sale Proceeds (the "Tecter Plan™), pursuant to sections 4701 through 4717 of the State’s Revenee &
Taxation Code. This action of the County Board came pursuant to the endorsement of the Tecter Plan by the taxing districts of
the County. Under the Teeter Plan. cach participating local agency levying secured property taxes. including school districts.
receives from its county the amount of uncollected taxes credited to its fund. in the same manner as if the amount credited had
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been collected. In retumn, the county receives and retains delinquent payments, penalties and interest as collected that would ha
been due to the agency.

The Treasurer's cash position is protected by a special fund. known as the “Tax Loss Reserve Fund.” which accumulates mone:
from interest and penalty collections. Amounts in the tax toss reserve fund above o statutorily defined threshold may be credit
to the County’s gencral fund. Amounts in the tax loss reserve fund may only be used to cover the losses that may occur in Ul
amount of tax liens as a result of special sales of tax-defaulied property.

A county clecting to utilize the Tecter Plan may clect to discontinuce its usc for any tax levying agency if the rate of secored &
delinquencies in any fiscal year exceeds 3% of the total of all taxes levied on the secured roll of that agency. The county board
supervisors may also order discontinuance of the Tecter Plan. In addition, if prior to the commencement of any fiscal year (I
county board receives a petition for discontinuance joined in by resolutions adopied by at least two-thirds of the participatis
revenue districts in the county. the county board is to order discontinuance of the Tecter Plan effective at the commencement
the subsequent fiscal year. If the Tecter Plan is discontinued, only those sccured property taxes actually collected would |
allocated to political subdivisions. including the District; however. the District would realize the benefit of interest and penalti
collected from delinquent taxpayers. pursuant 1o law.

The Teeter Plan applics to the 1% general purposc property tax levy., Whether or not the Teeter Plan is also applicd to other t
levies for local agencies. such as the tax level for general obligation bonds of a local agency. varigs by county. The County do
apply the Tecter Plan to secured tax levy collections for bonds.

Historical Assessed Valuation

Shown in the following table is the asscssed valuation in the District in recent years.

Historical Total Secured and Unsecured Assessed Valuation
Washington Unified School District

Total
Fiscal Total Sccured Unsecured Total Annual
Ycar Assessed Value  Asscssed Value  Assessed Value Change

2004 - 05 $3.054,126 985 $316507.839  $3.370.634.824
2005 - 06 $3.671510.336 $345342560 $4.016.852.896 19.2%
2006 - 07 34654 810690 $390.849.741  $5.045.660.431 25.6%

2007 - 08 $5214.868.320 $423528.597 35638.396917 11.7%
2008 - 09 $5.365.182,166 $428.038.889  $5.793.221 055 2.7%
2009 - 10 $5.063,945,698 $499842.448  $5.563.788.146 (4.0%)

Source: Office of the Yolo County Treasurer-Tax Collector.
Largest Taxpayers
The 20 largest taxpayers in the District own property that comprises 17.2% of the total assessed valuation of secured property

the District. These taxpayers, ranked by aggregate assessed value of taxable property, as shown on the 2009-10 secured tax ro
and the amount of each owner’s assessed valuation for all taxing jurisdictions within the District. arc shown below.

[The remainder of this page intentionally lcft blank])
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Largest Taxpayers
Washington Unified School District

2009-10 % of

Property Owner Primary Land Use Assessed Valuation  Total (1)

| MSHCLLC Office Building $111.287.357 2.20%
2 Harsch Investment Propertics Office Building 105989419 209
3 Farmers Rice Co-Op [ndustrial 60.632.597 1.20
4 JB Management LP Industrial 58.741.037 1.16
5 Sacramento Foodco Investment LLC Industrial 58 484 082 .16
6 lkea California LLC Industrial 53.659.236 | 06
7 River City Land Holding Co. LLC Stadium 44 818.455 0.89
g Affymetrix Inc. Industrial 44 780820 0.88
9 Frunk C. & Joannc M. Ramos & Ramos Family Trust Industrial 39.667.539 078
10 Monticello at Southport Associates LLC Apartments 35.000.000 0.69
11 RMC Pacific Materials, Inc. Industrial 32.366,258 0.64
12 Wal-Mart Storces Inc. Commercial 30.308.595 0.60
13 A&A Ready Mixed Concrete Inc. Industrial 28.420.786 0.56
14  Agrium US Inc. Industrial 25,798.234 0.51
15 Thomas ). Manz Industrial 25.125.785 0.50
16 Capitol Place Apartment Associales Apartments 25099 805 0.50
17 Stoneridge Westbridge Shopping Center LLC Shopping Center 24 598.633 049
18 Pananoni Development Co, Industrial 21,541.0067 043
19 Tony Ingogliz Salami & Cheesc Industrial 21.391.184 042
20 Home Depot USA Inc. Commercial 21.183.802 042

$868 894,691 17.16%

(1) 2009-10 Local Sccured Assessed Valuation: $5,062.113 475

Source: California Municipal Statistics. Inc.

STATE FUNDING OF PUBLIC EDUCATION

Revenue for Public Education

Sources of Revenue. The State’s K-12 education system is supported primarily from State revenucs, mostly sales and income
taxes. The availability of State funds for public education is a function of constitutional provisions affecting school district
revenues and expenditures (sce "CONSTITUTIONAL & STATUTORY PROVISIONS AFFECTING SCHOOL DISTRICT
REVENUES & EXPENDITURES). As a result. changes in State revenucs may affect appropriations made by the State to school
districts. State revenue sources for school districts are supplemented with local property taxes, federal aid, local miscellancous
funds, and the State Lottery.

In recent years., approximately 58% of all funds for K-12 public education came from the State budget. which is required to be
proposed by the Govemor by January 10 and adopted by Junc 15 of cach year (although the State often is late adopting the
budget). Approximately 21% of funding for K-12 cducation comes from local property taxes. The State Constitution limits
property taxes to one percent of the valuc of property: property taxes may only exceed this limit to repay voter approved debt.

Statewide, approximately 3% of school districts’ revenues come from the federal government, and about 6% come from local
miscellaneous sources. The latter category includes items such as food sales. money for debt repayment, interest on reserves and,
in some cases. more significant sources such as developer fees and parcel taxes, Developer fees are fecs that school districts can
levy on new residential or commercial development within their boundarics to finance the construction or renovation of school
facilitics. Many school districts also seck grants or contributions. sometimes channeled through private foundations ¢stablished 10
solicit donations from local familics and businesses. School districts that still have unused school buildings or sites can lcasc or
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sell them for miscellancous income as well. A significant number of school districts have secured the required two-thir
approval from local voters to levy special taxes on parcels or residences and/or have won voter approval, with cither a two-thin
vote or a 55% majority. to scll general obligation bonds or to establish special taxing districts for the construction of schools. Ut
of such taxes is restricted by law,

The final revenue source for school districts is the State Lottery. Approved by voters in late 1984, the lottery generates about |
of total school revenues. Every three months the Lottery Commission calculates 34% of lottery proceeds for all public educatic
institutions, the minimum according to the lottery law. Every K-14 school district receives the same amount of lotiery funds p
pupil from the State, which may be spent for any instructional purpose. excluding capital projects.

No other source of general purpose revenue is currently permitied for schools, Proposition 13 climinated the possibility of raisii
additional ad valerem property taxes for general school support. and the cournts have declared that fees may not be charged f
school-related activitics other than for busing services.

The State Revenue Limit, The State Revenue Limit was first instituted in 1973-74 to provide a mechanism to calculate the amou
of peneral purposc revenue a school district, community college district or county board of education is entitled to receive fro
State and local sources. Each school district has its own target amount of funding from State funds and local property taxes p
average daily attendance, ADA is the average number of pupils atiending school over the year. This target is known as revent
limit, and the funding from this calculation forms the bulk of all school districts’ income. The State Legislature usually gran
annual cost-of-living adjustments (COLAs) to rcvenue limits, The exact amount depends on whether the school district is :
clementary. high school or a unified school district.

Apportionments for revenue limits are calculated three times a year for each school district, community college district ar
county board of cducation. The first calculation is performed for the February 20th First Principal Apportionment (based «
Period | ADA determined in December), the second calculation for the Junc 25th Second Principal Apportionment (based «
Period 2 ADA determined in April), and the final calculation for the end of the year Annual Apportionment (also based on Peric
2 ADA). Calculations are reviewed by the county and submitted to the State Department of Education with respect to scho
districts and to the Chancellor of the California Community Colleges with respect to community college districts, whic
respectively, reviews the calculations for accuracy, calculates the amount of state aid owed to such school district or communi
college district, as the case may be. and notifics the Statc Controller of the amount. who then distributes the state aid.

School districts that receive their revenue limit income entirely from property taxes are called “basic aid™ school districts, The
school districts are permitted to keep all their property tax mency (even if it exceeds their revenue limit). As guaranteed in 1l
State Constitution, the Statc must apportion $120 per pupil to all school districts. However, the catcgorical aid (see below) th
basic aid school districts receive counts toward this requirement. The District is not a basic aid district.

General Purpose. The largest part of each school district's revenue funds general operating expenses associated with providii
cducation. including salaries. benefits, supplies. textbooks and regular maintenance. As previously mentioned. the Revenue Lin
governs the amount cach school district receives. Each school district also receives some State and federal money for speci
programs, special costs. or categories of children with particular educational needs, called “categorical aid.”

Cuategorical Aid. This special support goes into a school district's General Fund, but its expenditure is restricted to the purpose f
which it is granted. About seventy-five percent (75%) of the total money generated for education is for gencral purposes. m
about twenty-five percent (25%) is for categorical aid. The complex allocation system is adjusted somewhat by the Sta
Legislature almost every ycar, with unpredictable effects on individual school districts.

There are a number of major federal and State catcgorical aid programs. Some allocations come automatically to schoo] districi
while others require an application. Some programs are based on the characteristics of the children or familics in a particul
school district, such as gificd and talented, non-English speaking. migrant, low income or handicapped students. Other prograr
are for specific activities or cxpenses, such as transportation, textbooks or childcarc. Each ycar a large amount of aid is allocat
directly to the Statc Teachers' Retirement System (STRS) fund. For the past several years, supplemental grants have be
directed to cqualizing school districts’ income from revenue limits plus specific categoricals. Most of the federal funds flo
through the State Department of Education, which retains a certain pereentage for administration.

In terms of dollars and the number of children served, the largest categorical aid program is Special Education for il
Handicapped. According to court decisions and federal and State law. school districts are responsible for the appropria
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cducation of cach handicapped child from age 3 10 21 who lives within their boundaries. The allocations do not cover the cost of
cducating them. School districts are required 1o contribute a certain amount of general purpase funds for Special Education, and
many spend much more. This is known as “encroachment.”

School Facilities. Growing cnrollments and/or aging facilitics require school districts to build or make major renovations to
school buildings. The income from developer fees on residential or commercial property is insufficient to fund all facilities costs.
Voter approved general obligation bond moneys may only be used for purchase or improvement of real property, while Mello-
Roos taxes can be used for this as well as for ongoing maintenance or purchase of needed equipment. A majority of voters has
regubarly approved state bond measures for the construction or reconstruction of schools,

The 2009-10 Statc Budget

The information in this section has been compiled from publicly available information through the California Depariment of
Finance and the Legistative Analyvsts' Office. The District. the Cowiy and the Underwriter do not assume any responsibitity for
the accuracy of such informarion as set forth or incorporated by reference herein, although they believe thar the information
provided by the above-lisied sources is reliable.

The Budger Package. On November 5, 2008, a special session of the State Legislature was called to deal with a budget deficit
that had arisen since the 2008-09 budget was adopted. principally as a result of o shortfall in revenues. This special session
cxtended through February 19. 2009, at which time the Legislature voited to approve a budget package (the “Budger Package™)
addressing the State’s multi-ycar $42 billion deficit, which included $15 billion in State spending reductions, $12.8 billion in
temporary tax increascs (including an increase in the vehicle license fee and an increase in State sales and income taxes). $11.4
billion in borrowing and a $1 billion reserve. The Budget Package included revisions to the 2008-09 budget and adoption of the
2009-10 budget. covering a 17-month period ending July 1. 2010, addressing spending reductions. revenue increases, economic
stimulus and increasing povernmental efficiency. Certain measures required voter approval at a special statewide election held on
May 19, 2009. The Governor signed the Budget Package on February 20, 2009,

Key provisions of the Budget Package included approximately $7.4 billion in reductions in Proposition 98 funding in fiscal year
2008-09 achicved through $2.4 billion in program reductions and 35 billion in Proposition 98 funding deferrals and fund swaps
{sec "CONSTITUTIONAL & STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES & EXPENDITURES -
Expenditures and Appropriations™ for information on Proposition 98 funding). The Budget Package provided for total
Proposition 98 funding of $54.9 billion in fiscal ycar 2009-10. To mitigate education program reductions, the Budget Package
provided for categorical funding flexibility over 5 years, aliowing the transfer of funds from 40 categorical programs to the
general fund, commencing in 2008-09. In addition, categorical ending balances could be used for general purpose activitics in
fiscal year 2008-09 and 2009-10 with certain exclusions.

The May Proposaf. On May 14, 2009, the Governor relcased a proposed revision (o the Budget Package (the “May Proposal™).
(Typically. the May Proposal proposcs changes to the budget proposed by the Governor in Janoary: however. with the Budget
Package signed in February 2009 including a budget for fiscal year 2009-10, the May Proposal proposed changes to the
previously enacted Budget Package). The May Proposal identified a $21 billion projected budget shortfall arising since the
Budget Package was enacted. The $21 billion shortfall was duc to 1) updated estimates reducing expected revenues in fiscal
years 2008-09 and 2009-10 by $12.5 billion, 2} the rejection by voters of the propositions on the May 19, 2009 ballot resulting in
a $5.8 billion shortfall, and 3) $3.1 billion of other changes including lower property taxes leading to increased Proposition 98
funding requirements. To address the shortfall, the Governor proposed $21 billion of solutions, including $10 billion of spending
reductions, $7.5 billion of borrowing. and $3.5 billion of revenue actions. Significant spending reductions included., among other
itemns, reducing fiscal years 2008-09 and 2009-10 Proposition 98 funding by $5 billion.

The Budget Revision. On July 1. 2009, the Statc cntered the 2009-10 fiscal ycar without significant revisions to the Budget
Package. In response. the Governor declared a fiscal emergency and calied a special session of the State Legislature in order to
address the projected 2009-10 budget deficit. Additionally, the State began 1o issue warrants in licu of cash payments to certain
vendors. Although the State Constitution requires the public school system receive the first distribution of moneys from all State
revenues, there can be no assurance that the State’s financial difficulties will not resolt in payment delays 1o K-14 education
agencics.

Gn July 28, 2009. the Governor signed the 2009-10 budget revision bill package (the “Budget Revision™) into law. The Budget
Revision incorporated $23.7 billion in budget solutions. including K-14 spending reductions of $6.5 billion, health spending
reductions of $2.3 billion. higher cducation spending reductions of $2.0 billion, local government and employee compensation
reductions of $1.8 billion each, other spending reductions of $3.6 billion, increased revenues of $3.5 billion, and additional
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borrowing of $2.2 billion. Fiscal year 2009-10 State general fund expenditures in the Budget Revision are $84.6 billion. furth
reduced from the proposed May Proposal figure of $91.0 billion, with an ending reserve of approximately $500 million.

Proposition 98 sets the minimum funding levels for K-12 and community college education based on a complex set of formul
using a multitude of factors, including the prior year level of funding. State general fund revenucs, per capita personal incom
and school attendance growth or decline (sce "CONSTITUTIONAL & STATUTORY PROVISIONS AFFECTING REVENUE
& EXPENDITURES™ herein). When General Fund revenues drop, the Proposition 98 minimum guarantee often falls in tandet
This is the case in fiscal years 2008-09 and 2009- 10— with the drop in estimated State general fund revenues resulting in notab
drops in the minimum guarantee.

An overview of the State’s Proposition 98 funding under the Budget Revision appears in the following wble.

Proposition 98 Funding under the Budget Revision

200708 e 2008-09 <eeeeee e 2009-10  --m-mee-

Budgel May Budget Budget May Budget

Actual Package Proposal Revision Package Proposal Revision
(Millions) (Millions) (Mitlions) (Millions) (Millions) (Millions) (Millions)
K-12 Education $50.304 $44 660 $43.250 $43 062 $48.315 344515 $44.63
Community Colleges 6.112 5972 5.734 5934 6482 5.784 5.66
Other Agencies 21 106 106 106 107 107 1l
Total $56.538 $50.738 $49 091 $49,102 $54 904 $50.407 35041
General Fund $41978 $35.036 $33.691 $34 052 $39.461 $3597] $3503
Local Property Taxes $14.560 $15.703 $15.400 $15.050 $15442 515442 $1538

Source: The California Legislative Analysts® Office

Provisions impacting education in the Budget Revision include:

*  Reductions to Proposition 98 spending by $6.1 billion over the two-year period relative to the Budget Package, includit
$5.3 billion in K-12 education and 3850 million in community college reductions.

*  Suspension of a statutorily required $450 million State gencral fund paymenmt for the Quality Education Investment A
("QEIA™) program. Instcad. the Budget Revision provides ongoing Proposition 98 funding for QEIA in 2009-10 and the progra
is extended an additional year, to 2014-15. Schoo! districts that receive QEIA funding will receive a comparable reduction to the
revenue limits payments, but are eligible 1o apply for additional federal Title I funds in 2009-10.

*«  Reductions to 2008-09 Proposition 98 spending by reverting $1.6 billion in K-12 categorical funds that had not be
distributed to school districts at the close of the 2008-09 fisca! year. These funds are subscquently provided to school districts
2009-10.

*  Reductions to K-12 revenue limits by $4 billion to achieve 2009-10 savings. The reductions include a $1.6 billion reductic
to offsct the restoration of categorical funds reverted in 2008-09.

* Reductions in penalties associated with K-3 class size reduction, allowing school districts to retain up to 70 percent
funding if pupil-to-tcacher ratios increase to more than 25 to 1.

*  Authorization of a reduction in the school year from 180 days to 175 days.

» A four-year suspension of the requirement for school districts to purchase instructional materials within 24 months
adoption of thosc materials by the State Board of Education.

»  Additional deferrals of $1.7 billion in K-12 revenuc limit payments and $115 million in community college apportionme
payments from fiscal year 2009-10 into fiscal year 2010-11. In addition, the payment schedule for K-12 apportionment fundii
and categorical funding was revised to distribute five percent of total payments in cach of July and August and ninc percent
each of the remaining months, allowing for a more even distribution of funding to schools and more predictable outflows from t
state General Fund.

With the additional deferrals incorporated into the Budget Revision. total deferrals of K-12 revenue limit payments in fiscal ye
2009- 10 arc approximatcly $8.6 billion. These deferrals include:

+  $1.0 billion from July 2009 to Dccember 2009.

s  $1.5 billion from Auvgust 2009 o October 2009.

* %10 billion from November 2009 to January 2010.

¢ $2.0 billion from February 2010 to July 2010.
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e %679 million from Aprit 2010 to August 2010.
* %10 billion from May 2010 to August 2010
*  $1.4 billion from June 2010 10 July 2010,

Somcewhat offsetting the reductions in the State budget is the impact of the American Recovery and Reinvestment Act signed into
federal law on February 17, 2009, A report issued by the LAO entitled “Federal Economic Stimulus Package: Fiscal Effect on
California™ estimates that the State will receive over 331 billion in aid and billions more in competitive grants. The LAO
estimates that about $29.8 billion of these tunds will be available in 2008-09 and 2009-10 1o relicve the State’s budgetary
problems. Of this amount. cducation-related programs will receive nearly $8 billion.

The full text of the Budget Revision and other information concerning the 2009-10 State budget may be found at the State
Department of Finance website. www dobca.poy .

Future Budgels

The District cannot predict what actions will be taken in the future by the State Legislature and the Governor to address changing
State revenues and expenditures or the impact such actions will have on State revenues available in the current or future years for
cducation. The State budget will be affected by national and State economic conditions and other factors over which the District
will have no control, Certain actions could result in a significant shortfall of revenue and cash, and could impair the State's ability
to fund schools as budgeted. Continued State budget shortfalls in future fiscal years could have an adverse financial impact on
the District.

For more information on the State Budget. please refer to the State Department of Finance's website at www .dof.ca.vov and to
the Legislative Analyst’s Office’s website at www lao cayov,

CONSTITUTIONAL & STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES & EXPENDITURES

Article XHIA. In an election held on Junc 6. 1978, the voters of the State approved an initiative amendment to the State
Constitution. The amendment added Article XIMIA to the State Constitution, commonly known as Proposition 13, which limits
the taxing powers of State public agencies. Except as described in the following paragraph, Article XIIIA provides that the
maximum ad valorem 1ax on real property cannot exceed one percent of the “full cash value™ which is defined as 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 has occurred after the 1975 assessment.” subject to
exceptions for certain circumstances of transfer or reconstruction. The “full cash value™ is subject to annual adjustments to reflect
increases not to exceed two percent per year, or decreases in the consumer price index or comparable local data. or to reflect
reduction in property value caused by damage, destruction or other factors.

Anticle XIIIA requires a vote of two-thirds of the qualified clectorate to impose special taxes. and cxcept as described in the
following sentence, prohibits the imposition of any additional ad valorem. sales or transaction tax on real property. As amended
by Proposition 46, on June 3. 1986, Article XIIIA cxempts from the one percent tax limitation ad valorem taxes required to pay
debt service on indebtedness approved by the voters prior to July 1. 1978, or on bondced indebtedness approved by two-thirds of
those voting thereon, after July 1, 1978, the proceeds of which are applied to the acquisition or improvement of real property.

Proposition 39: On November 7, 2000. voters within the State approved an amendment (commonly known as Proposition 39) to
the State Constitution. This amendment (1) allows school facilitics bond measures to be approved by 55 percent (rather than two-
thirds) of the voters in local clections and permils property taxes to exceed the current 1 percent limit in order to repay the bonds.
and (2) changes existing statutory law regarding charter school facilities.  The local school jurisdictions affected by this
proposition arc K- 12 school districts, including the District, community college districts, and county offices of education. The 55
percent vote requirement wouid apply only if the local bond measure presented to the voters includes: (1) a requirement that the
bond funds can be used only for construction. rchabilitation, equipping of school facilitics, or the acquisition or lease of real
property for school facilitics: (2} a specific list of school projects to be funded and certification that the school board has
cvaluated safety, class size reduction, and information technology needs in developing the list; and (3) a requirement that the
school board conduct annual. independent financial and performance audits until all bond funds have been spent to ensure that the
bond funds have been used only for the projects listed in the measure.
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Legistation approved in June 2000 places certain fimitations on local school bonds to be approved by 55 percent of the vota
These provisions require that the tax rate levied as the result of any single election be no more than $60 (for a unified sche
district). $30 (for a high school or clementary school district). or $25 (for 4 community college district). per $100.000 of taxab
property value. The Governor can change these limitations with a majority vote of both houses of the Legistature and approv:
unlike constitutional amendments. which may be changed only with another statewide vote of the people. The stutuatory provisio:
could be changed by a majority vote of both houses of the Legislature and approval by the Governor. but only to further tl
purposces of the proposition,

Finally. Article XIIIA reguires the approval of two-thirds of all members of the State Legislature to change any State laws for (f
purpose of increasing fax revenues.

Article XHIB. In a special clection held on November 6. 1979, the volers of the State approved an initiative constitution
amendment. This amendment added Article XIIB to the State Constitution. Article XHIB limits the annuval appropriations of 1l
State and of any city. county, school district. special district, authority or other political subdivision of the State to the level .
appropriations for the prior fiscal year, as adjusted for changes in the cost of living. population and services rendered by tl
government centity. The “basc ycar™ for cstablishing such appropriation limit is the 1978-79 fiscal ycar and the limit is to |
adjusted annually to reflect changes in population, consumer prices and certain increases in the cost of services provided by the
public agencies.

Appropriations subject to Anticle X1IIB include generally the proceeds of taxes levied by the State or by any other entity of loc
government. exclusive of certain State subventions, refunds or taxes. benefit payments from retirement, uncmployment insuran:
and disability insurance funds but excludes taxes to pay voter approved bonds. “Proceeds of taxes™ include, but arc not limited t
all tax revenues and the procceds to an entity of government from (1) regulatory licenses, user charges, and user fecs (but only
the extent such proceeds cxceed the cost of providing the service or regulation), and (2) the investment of tax revenues. Artic
XM1B includes a requircment that if an entity's revenues in any year exceed the amounts permitted to be spent. the excess wou
have to be returned by revising tax rates or fee schedules over the subsequent two years. State law provides that in the eveni
school district’s appropriations will exceed its limit, the district may assume from the State a portion of the State's appropriatio
limit.

Proposition 98/111: On November 8, 1988, voters of the State approved Proposition 98. a combined initiative constitution
amendment and statute calied the “Classroom instructional Improvement and Accountability Act”. Proposition 98 changed Stz
funding of public education below the university level and the operation of the State’s appropriations limit, primarily |
puarantecing K-14 schools a minimum share of General Fund revenucs. Under Proposition 98 (as modificd by Proposition |1
which was enacted on June 5, 1990, hereinafter defined as “Proposition 98/111™), K-14 schools are guarantced the greater of (
the percentage of General Fund revenues appropriated for school districts in Fiscal Ycar 1986-87 (“Test 1™): (b) the amount
State and loca) proceeds of taxes appropriated to K-14 schools in the prior year. adjusted for changes in the cost of livi
(measured as in Article XIII B by reference to State per capita personal income) and enrollment (*Test 27); or (¢) a third te
which would replace Test 2 in any year in which the percentage growth in State per capita personal income is greater than
pereentage growth on per capita General Fund revenues plus onc-half of one percent (“Test 3™).

Under Test 3, schools would reccive the amount of State and local procceds of taxes appropriated to K-14 schools in the pri
year adjusted for changces in enrollment and per capita General Fund revenucs, plus an additional small adjustment factor. If Te
3 is used in any ycar. the difference between Test 3 and Test 2 would become a “credit” to schools which would be the basis
payments in future years when per capite General Fund revenue growth cxceeds per capita personal income growth. Legislatic
adopted prior to the end of the 1988-89 Fiscal Ycar. implementing Proposition 98. determined the K-14 schools' fundis
guarantec under Test 1 to be 40.3% of the General Fund tax revenues, based on 1986-87 appropriations. However, th
percentage has been adjusted 10 34% to account for a subsequent redirection of local property taxes, since such redirectic
directly affects the share of General Fund revenues to schools.

Proposition 98/111 permits the Legislature by two-thirds vote of both houses, with the Governor's concurrence. to suspend the |
14 schools' minimum funding formula for a one-ycar period. This guarantee was suspended in 2004-05, initially with d
agreement of the Education Coalition (an alliance of major education interest groups). and effectively reduced the amount schoc
reccived by $2 billion. The Legislature ratified the suspension in Senate Bill 110]1. However. the Education Coalition agreed
the suspension under the terms that Proposition 98 funding would be reduced for only one year. the year of the State budget cris
by a maximum of $2 billion; and if the situation were to improve, funding would be restored. But when the State’s finances d
improve. funding was not restored to the same level it at which it would have been, had the suspension not occurre
Subscquently. the State Superintendent of Public Instruction Jack O’Connell filed a lawsuit jointly with the California Teache
Association against Governor Amold Schwarzenegger over this loss in Proposition 98 funding. On May 10, 2006. the two sid
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reached an agreement whereby. in effect. the State would repay all losses incurred due to the suspension, with payments to be
madc annually through 2013-14.

Since Proposition 98/111 is unclear in some details. there can be no assurance that the Legislature or a court might not interpret it
1o require a different percentage of General Fund revenues 1o be allocated to K-14 districts or to apply the relevant pereentage to
the State's budget in a different way. Proposition 98/1 11 may place increasing pressure on the State’s budget in future ycars,
potentially reducing resources available for other State programs. especially to the extent that the Article XIIB spending limit
would restrain the State's ability to fund these other programs by raising taxes.

Proposition 98/11t also changes how tax revenucs in cxcess of the State’s appropriations limit are distributed. Any excess State
tax revenues up to a specificd amount would. instead of being returned to taxpaycers. be trunsferred to K-14 districts.  Such
transfer would be excluded from the appropriations limits for K-14 districts and the K-14 schools™ appropriations limits for the
next year would sutomatically be increased by the amount of such transfer.  These additional moneys would enter the base
funding calculation for K-14 districts for subscquent 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 cxcess tax revenues which
could be transferred to schools is four percent of the minimum State spending for cducation mandated by Proposition 98/111, as
described above.

Proposition TA. On November 2. 2004. California voters approved Proposition 1A amending the State Constitution to
significantly reducc the State’s authority over major local government revenue sources. Under Proposition 1A, the Statc may not
reduce any local sales tax rates or aller the method of allocation, shift property taxes from local governments 1o schools or
community colleges. make changes in how property taxes revenues are shared among local governments without two-thirds
approval of both house of the State Legislature, and decrease vehicle license fees without providing local governments with equal
replacement funding.

Under Proposition A, beginning in fiscal yecar 2008-09, the State may divert no more than eight percent of local property tax
revenues for State purposes (includimg but not limited to funding K-12 education} only if: (i) the Governor declares such action 1o
be necessary due to a State fiscal emergency, (ii) two-thirds approval of both houscs of the State Legislature. (iii) the amount
diverted is required to be repaid within three years, and (iv) certain other conditions are met.

Article XINC and Article XHID. On November 5. 1996, the voters of the State approved Proposition 218, the so-called “Right 10
Votc on Taxes Act.” Proposition 218 added Articles XHIC and XIIID to the State Constitution. which contain a number of
provisions affecting the ability of local agencics, including school districts, to levy and collect both existing and future taxes,
assessments, fees and charges. Among other things. Article XIUC establishes that cvery tax is either a “general tax™ (imposed for
general governmental purposes) or a “special tax™ (imposed for specific purposes): prohibits special purpose government agencics
such as school districts from levying general taxes except as allowed by Anticle XIHA; and prohibits any local agency from
imposing, cxtending or increasing any special tax beyond its maximum authorized rate without a two-thirds vote. Article XHID
also provides that no tax may be assessed on property other than ad velorem property taxes imposed in accordance with Articles
XIII1 and XIIIA of the State Constitution and special taxes approved by a two-thirds vote under Article XIHA, Scction 4.

Article XIIC also provides that the initiative power shall not be limited in matters of reducing or repealing local taxes,
assessments, fees and charges. The State Constitution and the laws of the State impose a duty on the county trcasurcr/tax
collector (of each county) to levy a property tax sufficient to pay debt service on general obligation bonds coming due in each
year. Legislation adopted in 1997 provides that Article X1IIC will not be construed to mean that any Owner or Beneficial Owner
of a municipal sccurity assumes the risk of or consents to any initiative measurc. which would constitute an impairment of
contractual rights under the contracts clausc of the U.S. Constitution.

Article XIIID deals with assessments and property-related fecs and charges.  Article XIID explicitly provides that nothing in
Anticle XIIIC or XIIID shall be construed 10 affect existing laws relating to the imposition of fees or charges as a condition of
property development: however it is not clear whether the initiative power is therefore unavailable to repeal or reduce developer
and mitigation fees imposcd by school districts.

The interpretation and application of Proposition 218 will ultimately be determined by the courts with respect to a number of the
matters discusscd above. and it is not possible at this time to predict with certainty the outcome of such determination.

Possible Future Actions. Article XIHA. Article XIIIB and Propositions 39, 46, 98. 111 and 218 and 1A were cach adopted as

measures that qualified for the ballot pursuant to the State's initistive process. From time to time other initiative measures could
be adopted, further affecting K- 14 scheol districts' revenues or such districts’ ability to expend revenues. There is no assurance
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that the State clectorate or Legislature will not at some future time approve additional limitations which could reduce property |
other tax revenues and adversely affect the revenues of school districts or require additional expenditures.

TAX MATTERS

Federal tax law contains a number of requirements and restrictions which apply to the Notes. including investment restriction
periodic payments of arbitrage profits to the United States. requirements regarding ihe proper use of bond procecds and tl
facilities financed therewith, and certain other matters. The District has covenanted to comply with all requirements that must |
satisfied in order for the interest on the Notes 1o be excludable from gross income for federal income tax purposes. Fatlure
comply with certain of such covenants could causce interest on the Notes to become includable in gross income for federal incon
tax purposes retroactively to the date of issuance of the Notes.

Subject to the District’s compliance with the above-referenced covenants, under present law. in the opinion of Quint & Thimm
LLP. San Francisco, California. Bond Counscl, interest on the Notes (i) is excludable from the gross income of the owners there
for federal income tax purposces, (ii) is not included as an item of tax preference in computing the federal alternative minimum 1
for individuals and corporations. and (iii) is not taken into account in computing “adjusted current earnings™ as described beloy
The Internal Revenue Code of 1986, as amended (the “Code™). includes provisions for an alternative minimum tax (“AMT"} fi
corporations in addition to the corporate regular tax in certain cases. The AMT for a corporation, if any, depends upon ti
corporation’s alternative minimum taxable income (*AMTI"™), which is the corporations™ taxable income with certain adjustment
One of the adjustment items uscd in computing the AMTI of a corporation (with certain exceptions) is an amount equal to 75%
the cxcess of such corporation’s “adjusted current earnings™ over an amount equal to its AMTI (before such adjustment itcm ar
the alternative lax net operating loss deduction). “Adjusted current eamings™ would generally include certain tax-exempt intere:
but not interest on the Notes.,

Subject to the compliance by the District with certain covenants. in the opinion of Bond Counsel. the Notes are “qualified ta
exempt obligations”™ under the small issuer exception provided under section 265(b)(3) of the Code, which affords banks ar
certain other financial institutions more favorable treatment of their deduction for interest cxpense than would otherwise |
allowed under section 265(b)(2) of the Code.

In rendering its opinions, Bond Counscl will rely upon centifications of the District with respect to certain material facts within i
knowledge. Bond Counsel’s opinion represents its legal judgment based upon its review of the law and the facts that it deer
relevant to render such opinion and is not a guarantee of a result.

Qwnership of the Notes may result in collateral federal income tax consequences to certain taxpayers. including. witho
limitation, corporations subject 1o the branch profits tax. financial institutions, ceriain insurance companies, cerlain
corporations, individual recipicnts of Social Security or Railroad Retirement benefits and taxpayers who may be decmed to ha
incurred (or continued) indebtedness to purchase or carry tax-exempt obligations. Prospective purchasers of the Notes shou
consult their tax advisors as to applicability of any such collateral conscquences.

The issue price (the “Issue Price™) for cach maturity of the Notces is the price at which a substantial amount of such maturity of tl
Notes is first sold to the public. The Issue Price of a maturity of the Notes may be different from the price set forth, or the pris
corresponding to the yield set forth, on the cover page hercof.

Owners of Notes who dispose of Notes prior to the stated maturity (whether by sale, redemption or otherwise). purchase Notes
the initial public offering, but at a price different from the Issue Price, or purchase Notes subsequent to the initial public offerin
should consult their own tax advisors.

If a Note is purchased at any time for a price that is less than the Note's stated redemption price at maturity (the “Reduced Issi
Price™). the purchaser will be trcated as having purchased a Note with market discount subject to the market discount rules of tt
Code (unless a statutory de minimis rule applies). Accrued market discount is trcated as taxable ordinary income and
recognized when a Note is disposed of (to the extent such accrucd discount does not exceed gain realized) or, at the purchaser
clection. as it accrues. Such treatment would apply to any purchascr who purchases a Note for a price that is less than its Revisc
Issuc Pricc. The applicability of the market discount rules may adversely affect the liquidity or secondary market price of suc
Note. Purchasers should consult their own tax advisors regarding the potential implications of market discount with respect to th
Notes.
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An investor may purchase a Note at a price in excess of its stated principal amount. Such excess is characterized for federal
income 1&x purposcs as “bond premiom” and must be amortized by an investor on i constant yield basis over the remaining term
of the Note in a manncr that takes into account potential call dates and call prices. An investor cannot deduct amortized bond
premium relating to a tax-cxempt bond. The amortized bond premium is treated as a reduction in the tax-exempt interest received.
As bond premium is amortized. it reduces the investor's basis in the Note. Investors who purchase a Note at a premium should
consult their own tax advisors regarding the amortization of bond premium and its eftect on the Note's basis for purposes of
computing gain or loss in connection with the sale. exchange. redemption or carly retirement of the Notc.,

There arc or may be pending in the Congress of the United States fegislative proposals. including some that carry retroactive
cffective dates, that. if enacted. could alter or amend the federal tax matters referred 1o above or affect the market value of the
Notes. It cannot be predicted whether or in what form any such proposal might be enacted or whether. if enacted. it would apply
to bonds issued prior to cnactment. Prospective purchasers of the Notes should consult their own tax advisors regarding any
pending or proposed federal tax legislation. Bond Counsel expresses no opinion regarding any pending or proposed federal tax
legislation.

The Internal Revenue Service (the “Service™) has an ongoing program of auditing tax-cxempt obligations to determine whether.
in the view of the Scrvice. interest on such tax-exempt obligations is includable in the gross income of the owners thercol for
tederal income tax purposes. 1 cannot be predicied whether or not the Service will commence an audit of the Notes. If an audit is
commenced. under current procedures the Service may treat the District as a taxpayer and the Notcholders may have no right 1o
participate in such procedure. The commencement of an audit could adversely affect the market value and liquidity of the Notes
ontil the audit is concluded, regardless of the ultimate outcome.

Payments of intercst on. and procecds of the sale, redemption or maturity of, tax-cxempt obligations, including the Notes, are in
cenain cases required to be reported to the Service. Additionally, backup withholding may apply to any such payments to any
Note owner who fails to provide an accurate Form W-9 Request for Taxpayer Identification Number and Certification, or a
substantially identical form., or to any Notc owner who is notified by the Service of a failure to report any interest or dividends
required 10 be shown on federal income tax returns. The reporting and backup withholding requirements do not affect the
excludability of such interest from gross income for federal tax purposes.

In the further opinion of Bond Counsel, interest on the Notes is exempt from California personal income taxes.

Ownership of the Notes may resuli in other state and local tax consequences to certain taxpayers. Bond Counsel expresses no
opinton rcgarding any such collateral consequences arising with respect to the Notes. Prospective purchasers of the Notes should
consult their tax advisors regarding the applicability of any such state and local taxcs,

The complete text of the final opinion that Bond Counsel cxpects to deliver upon the issvance of the Notes is set forth in

“APPENDIX C — FORM OF OPINION OF BOND COUNSEL."

LEGAL MATTERS

The validity of the Notes and certain other legal matters are subject in each casc to the approving opinion of Quint & Thimmig
LLP, Bond Counsel. A completc copy of the proposed form of Bond Counsel opinion is set forth in “APPENDIX C — FORM
OF OPINION OF BOND COUNSEL" to this Officiat Statement. Bond Counsel undentakes no responsibility for the accuracy,
completeness or fairness of this Official Statement.

Absence of Litigation

No litigation is pending with service of process having been accomplished. or to the knowledge of the District. threatened against
the District concerning the validity of the Note. and a Certificate of the District to that effect will be fumished to the initial
purchaser or purchasers at the time of the original delivery of the Notes. The District is not aware of any litigation pending or
threatened against the District questioning its political existence. contesting its ability to receive or accrue for the General Fund
1axes, income, revenues, cash receipts and other moneys. or contesting its ability to issuc and retire the Notes.



Legality for Investment

Under provisions of the State Financial Code. the Notes is a legal investment for commercial banks in the State to the extent th
such Notes. in the informed opinion of such bank. is prudent for the investment of funds of its depositors, and the Notes a
cligible to sccure deposits of public moncys in the State under provisions of the State Government Code.

RATING

Standard & Poor's (A Division of the McGraw-Hill Companies. Inc.) has assigned the Notes the rating affixed to and made a p:
of the cover page hereof. The District furnished Standard & Poor’s certain information and materials concerning the Notes a
the District. Gencerally, Standard & Poor’s bases its rating on such information and materials and also on such investigatior
studies and assumptions that it may undertake independently. There is no assurance that either such rating will continuc for w
given period of time or that it may not be suspended. lowered or withdrawn cntircly by Standard & Poor's if, in its judgme:
circumstances so warrant, Any soch downward change in or withdrawal of the rating may have an adverse material effect on tl
sccondary market price of the Notes. Any explanation of the significance of the rating may be obtained only from Standard
Poor’s. Public Finance Department. 55 Water Street. 38" Floor. New York. New York 10041, telephone (212) 438-2400,

FINANCIAL ADVISOR

Government Financial Strategies inc.. has been employed by the District to perform financial advisory services in relation to tl
sale and delivery of the Notes. Government Financial Stratcgics inc.. in its capacity as financial advisor, has read and participat
in drafting certain portions of this Official Statement. Government Financial Strategies inc. has not, however, independent
verified nor confirmed all of the information contained within this Official Statement. Government Financial Strategies inc. w
not participate in the underwriting of the Notes. Fees charged by Government Financial Strategics inc. are not contingent up.
the sale of the Notes.

INDEPENDENT AUDITORS

The basic financial statements of the District as of Junc 30, 2008 and for the fiscal year then ending, have been audited by Per
Smith LLP Accountants, Sacramento, California. The financial statements of the District as of and for the fiscal ycar ending Ju
30. 2008. arc sct forth in “"APPENDIX A" attached hereto. Complete copics of all past and current financial statcments may |
obtained from the District. Sce “"DISTRICT FINANCIAL INFORMATION™ hercin.

UNDERWRITING AND INITIAL OFFERING PRICE

The Notes were sold to TD Securities (USA) LLC (the “Undcrwriter™) pursuant te a note purchase agreement by and among t
District, the County, and the Underwriter, for $2,727,790 .40, equal 1o the principal amount of the Notes. plus an original iss
premium of $4,060.25, less an underwriter’s discount of $1.269.85, at a true interest cost (T1C) to the District of 1.07765%.

The Underwriter has certified to the District and to Bond Counsel the initial price at which the Notes have been reoffered to |
general public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of underwriters
wholesalers). The reoffering price or corresponding yield to maturity is as set forth on the cover page hereof. The initial offeri
price stated on the cover page to this Official Statement may be changed from time to time by the Underwriter. The Underwrit
may offer and scll the Notes to certain dealers (including dealers depositing Notes into investment trusts). dealer banks. ban
acting as agents and others at prices lower than said public offering prices,
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CONTINUING DISCLOSURE

The District has covenanted for the benefit of the owners of the Notes to give notice of the occurrence of certain enumerated
cvents. if material.  Sec "APPENDIX B—FORM OF CONTINUING DISCLOSURE CERTIFICATE™ herein,  Notices of
material events will be filed by the District with the Municipal Sceurities Rulemaking Board through its Electronic Municipal
Markct Access systern and with the State information repository. if any. This covenant of the District has been madc to assist the
Underwriter of the Notes in complying with S.E.C. Rule 15¢2-12(b)(5). The District has never failed to comply in all material
respects with regard to said Rule to provide annual reports or notices of material cvents.

ADDITIONAL INFORMATION

Additional information concerning the District. the Notes or any other matters concerning the sale and delivery of the Notes may
be obtained from the District by contacting the District at the address and telephone number set forth on page “iii™ of this Official
Statement. or by contacting the Distriet’s financial advisor, Government Financial Strategies inc., 1228 N Strect. Suite (3.
Sacramento, California 95814-5609. telephone (916) 444-5100, fucsimile telephone (916) 444-5109.

All of the preceding summarics of the Resolution. other applicable legislation. agreements and other documents arc made subject
to the provisions of such documents respectively, and do not purport to be complete statements of any or all of such provisions.
Reference is hereby made to documents on file with the District for further information in connection with the District and the
Notes. Further, this Official Statement does not constitute a contract with the purchasers of cither Note. and any statements made
in this Official Statement involving matters of opinion or of estimates. whether or not so expressly stated, arc set forth as such and
not as representations of fact, and no representation is made that any of the estimates will be realized.

The executton and delivery of this Official Statement by the District has been duly authorized by the District Board, and this
Official Statement may be signed in counterpart.

WASHINGTON UNIFIED SCHOOL DISTRICT

By: {s/ Scott Lantsberger
Assistant Superintendent of Business Services
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APPENDIX A

THE FINANCIAL STATEMENTS OF THE DISTRICT AS OF AND FOR THE YEAR ENDING JUNE 30, 2008
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PERRY-SMITH Ltp

ACCOUNTANTS 400 Capitol Mall, Suite 1200
Sacramento, CA 95814

www.perry-smith.com

916.441.1000

INDEPENDENT AUDITOR'S REPORT

Governing Board
Washington Unified School District
West Sacramento, California

We have audited the accompanying financial statements of the governmental activities, each
major fund and the aggregate remaining fund information of Washington Unified School District, as of
and for the year ended June 30, 2008, which collectively comprise Washington Unified School District's
basic financial statements as listed in the Table of Contents. These financial statements are the
responsibility of the District's management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit alsc includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overail
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund and the aggregate
remaining fund information of Washington Unified School District as of June 30, 2008, and the
respective changes in financial position for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our repert dated
December 11, 2008 on our consideration of Washington Unified School District's internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

Management's Discussion and Analysis is not a required part of the financial statements, but is
supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

SACRAMENTO A SAN FRANCISCO A ROSEVILLE
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ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT
{Continued)

Our audit was conducted for the purposes of forming an opinion on the financial statements that
collectively comprise Washington Unified School Districts basic financial statements. The
accompanying financial and statistical information listed in the Table of Contents, including the
Schedule of Expenditure of Federal Awards, which is required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, is
presented for purposes of additional analysis and is not a required part of the basic financial
statements of Washington Unified School District. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in
all material respects, in relation to the basic financial statements taken as a whole.

@_n’ 9 Seaiie WKL

Sacramento, California
December 11, 2008



MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of Washington Unified School District’s annual financial report presents management's discussion
and analysis of the District’s financial performance during the fiscal year ended June 30, 2008. Please read it in
conjunction with the District’s financial statements, which immediately follows this section.

INTRODUCTION

Washington Unified School District is located in the City of West Sacramento. The city covers a 23 square mile
area in eastern Yolo County along the west bank of the Sacramento River, opposite the City of Sacramento. The
District serves an ethnically diverse and growing population of more than 7,100 students. The District is in the
process of converting from a K-6 elementary model to K-8 elementary schools. This is the second year of a two
year process. Currently the District has four K-7 which will become K-8 in 2008-09, three K-6, two of which are
combining to one K-8, a continuation high school, an independent study program and an adult education program.
We believe in our motto: Together, we can make a difference.

FINANCIAL HIGHLIGHTS

o At the Adopted Budget the Unrestricted General Fund had a projected surplus of $257,007, with the
Restricted General Fund at “break-even.” The Unrestricted General Fund ended the year with a surplus of
1,662,064, which is approximately $1.4M better than anticipated, This is due to a number of factors. The
District takes a very conservative approach when projecting revenues. Approximately $360K is due to
enrollment growth. Increases to other miscellaneous revenue include $350K of interest over estimates,
$195K due from a charter school for District services, $265K in sewer connection fee rebates, and $140K
reimbursement from the California Department of Education for Teachers on Loan. The Restricted
General Fund ended the year with a surplus exceeding $203,579.

e Capital outlay expenditures exceeded $76,000,000. This was due primarily to continued construction
costs for the new high school site, and the K-8 conversion projects. These projects are being funded with
Developer Fees, State Funding and Centificates of Participation.

o Unrestricted Ending Fund Balance equaled $6.346M. Designations of Unrestricted Ending Balances
totaled nearly $§4.9 M which included the 3% Reserve for Economic Uncertainties as well as carryovers of
site allocations, Lottery, vacation liabilities, and K-8 conversion supplies. This leaves an undesignated
balance in excess of $1.4M

¢ All funds ended with positive fund balances.

* An independent charter school opened within the District’s boundaries in 2007-08. The school started
with approximately 100 students, and anticipates adding 60 students per year until it has grades 6 through
12, with 60 students per grade level. In 2007-08 with the charter taking 100 District students the District
still had net enrollment growth of approximately 60 students. In 2008-09 the District has experienced
similar net growth.

¢ Both the Country and the State are in historic economic and financial crisis. The District is well prepared
to handle this crisis. Over the past two years the District has built additional reserves well beyond the
legal minimums. Additionally management has been proactive in working with a community based
budget committee on this crisis. Prior to the 2009-10 budget development, the committee will present
recommendations for budget reductions to the Board. This is not to minimize the crisis sitvation. The
Board will have some very difficult budget decisions to make.



OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts: (1) management’s discussion and analysis (this section), (2) the basic
financial statements, and (3) required supplementary information. The basic financial statements include two
kinds of statements that present different views of the District:
o The first two statements are district-wide financial statements that provide both short-term and long-term
information about the District’s overall financial status.
¢ The remaining statements are fund financial statements that focus on individual parts of the District,
reporting the District’s operations in more detail than the district-wide statements.
¢ The governmenial funds statements tell how basic services like regular and special education are financed
in the short term as well as what remains for future spending.
o Proprietary funds statements offer short- and long-term financial information about the activities the
District operates like businesses.
»  Fiduciary funds statements provide information about the financial relationships in which the District acts
solely as a trustee or agent for the benefit of others to whom the resources belong.

REPORTING THE DISTRICT AS A WHOLE

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

These two statements report the District's net assets and changes in them. Net assets are the difference between
assets and liabilities, one way to measure the District's financial heaith, or financial position. Over time,
increases or decreases in the District's net assets are one indicator of whether its financial health is improving or
deteriorating.

The relationship between revenues and expenses is the District's operating results. Since it is the responsibility of
the Board to provide services to our students and not to generate profit as commercial entities do, one must
consider other factors when evaluating the overall health of the District. The quality of the education and the
safety of our schools will likely be important components in this evaluation.

In the Statement of Net Assets and the Sratement of Activities, District activities are separated as follows:

o Governmental activities - Most of the District's services are reported in this category. This includes the
education of kindergarten through grade twelve students, aduit education students, the operation of child
development activities, and the on-going effort to improve and maintain buildings and sites. Property
taxes, State income taxes, user fees, interest income, Federal, State and local grants, as well as general
obligation bonds, finance these activities.

REPORTING THE DISTRICT'S MOST SIGNIFICANT FUNDS

The Fund Financial Statements provide detailed information about the most significant funds - not the District as
a whole. Some funds are required to be established by State law and some by bond covenants. However,
management establishes many other funds to help it control and manage money for particular purposes or to show
that it is meeting legal responsibilities for using certain taxes, grants, and other money that it receives from the
U.S. Department of Education.



Governmental funds - Most of the District's basic services are reported in governmental funds, which focus on
how money flows into and out of those funds and the balances remaining at year-end that are available for
spending. These funds are reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can readily be converted to cash. The govemmental fund
statements provide a detailed shori-term view of the District's general government operations and the basic
services it provides. Governmental fund information helps determine whether there are more or fewer financial
resources that can be spent in the near future to finance the District's programs. The differences of results in the
governmental fund financial statements to those in the government-wide financial statements are explained in a
reconciliation following each governmental fund financial staternent.

Proprietary funds - When the District charges users for the services it provides, whether to outside customers or
to other departments within the District, these services are generally reported in proprietary funds. Proprietary
funds are reported in the same way that all activities are reported in the Statement of Net Assets and the Statement
of Revenues, Expenses and Changes in Fund Net Assets. We use intemnal service funds to report activities that
provide supplies and services for the District's other programs and activities - such as the District's Self-Insurance
Fund. The intemnal service funds are reported with governmental activities in the govemment-wide financial
statements.

THE DISTRICT AS TRUSTEE

The District is the trustee, or fiduciary, for funds held on behalf of others, like our funds for associated student
body activities and foundation private-purpose trust funds. The District’s fiduciary activities are reported in
separate Statements of Fiduciary Net Assets. We exclude these activities from the District's other financial
statements because the District cannot use these assets to finance its operations. The District is responsible for
ensuring that the assets reported in these funds are used for their intended purposes.

THE DISTRICT AS A WHOLE
Net Assets

The District's net assets were $108.6 million for the fiscal year ended June 30, 2008. Of this amount, $3.7 million
was unrestricted. Restricted net assets are reported separately to show legal constraints from debt covenants,
grantors, constitutional provisions, and enabling legislation that limit the School Board's ability to use those net
assets for day-to-day operations. Table 1 below focuses on the net assets of the District’s governmental activities,
and Table 2 focuses on the change in net assets of the District's governmental activities.

Table ]
(Amounts in millions) 2008 2007 2006
Governmental  Governmental Governmental
Activities Activities Activities
Current and other assets 56.3 107.2 61.5
Capital assets 207.5 132.8 75.3
Total Assets 263.8 240.0 136.8
Current liabilities 15.1 6.1 4.7
Long-term liabilities 140.1 139.8 49.0
Total Liabilities 155.2 145.9 53.7
Net assets
Invested in capital assets,
net of related debt B5.8 53.7 30.7
Restricted 19.0 38.5 50.5
Unrestricted 3.8 1.9 1.9
Total Net Assets 108.6 94.1 83.1




Changes in Net Assets

The results of this year's operations for the District as a whole are reported in the Statement of Activities. Table 2
takes the information from the Statement, rounds off the numbers, and rearranges them slightly so you can see
total revenues for the year.

Table 2
{Amounts in millions} 2008 2007 2006
Governmental Governmental  Governmental
Activities Activities Activities
Revenues
Program revenues:
Charges for services ) 0.9 0.8
Operating grants and contributions 19.6 18.5 17.0
Capital grants and contributions 14.1 0 0
General revenues:
State revenue limit sources 339 339 30.0
Property taxes 14.5 13.9 13.6
Other general revenues 2.6 7.0 6.0
Total Revenues 854 74.2 67.0
Expenses
Instruction and instruction-related activities 422 40.1 38.2
Student support services 7.1 7.1 7.0
Administration 5.0 3.8 i3
Plant services 9.1 8.0 8.0
Other 7.5 4.2 3.0
Total Expenses 70.9 63.2 61.4
Change in Net Assets 14.5 11.0 5.6

Governmental Activities

As reported in the Statement of Activities, the cost of all our governmental activities this year was $70.9 million.
However, the amount that our taxpayers ultimately financed for these activities through local taxes was only
$14.5 million because the cost was paid by those who benefited from the programs (3 .7 mitlion) or by other
governments and organizations who subsidized certain programs with grants and contributions ($19.6 million).
We paid for the remaining "public benefit" portion of our governmental activities with $36.5 million in State
funds and with other revenues, like interest and general entitlements.



In Table 3, we have presented the cost of each of the District's five largest functions: Instruction and instruction-
related activities, Pupi! services, General administration, Plant services, and Other, as well as each program's ner
cost (total cost less revenues generated by the activities). As discussed above, net cost shows the financial burden
that was placed on the District's taxpayers by each of these functions. Providing this information allows our
citizens to consider the cost of each function in comparison to the benefits they believe are provided by that
function.

Table 3
{(Amounts in millions) 2008 2007 2006
Total Net Total Net Total Net
Costof Sves.  Costof Sves.  Cost of Sves,
Instruction and instruction-related activities 42.2 153  40.1 269 401 28.2
Pupil services 7.1 28 7.1 2.5 7.0 3.0
General administration 50 42 38 3.1 33 2.8
Plant services 9.1 7.6 8.0 7.5 8.0 1.5
Other 7.5 6.6 42 3.8 3.0 2.6
Totals 709 365 632 438 614 44.1
THE DISTRICT'S FUNDS

The financial performance of the District as a whole is reflected in its governmental funds. The Fund Balances
shown on the Governmental Funds Balance Sheet are largely cash and cash equivalents, and do not show Capital
Facilities Assets.

General Fund is the District’s principal operating fund. The fund balance in the General Fund increased from
$7.9 million to $9.8 million, an increase of $1.9M.

Building Funds and Capital Facilities Fund expenditures exceeded $70.6 million this year. This consisted of
continued building costs for the new high school and Stonegate Elementary School, as well as facilities
conversion cost for the K-8 elementary schools discussed above. Accordingly this drew down the various
building funds' balances by like amount.

The District's Other Non-Major Governmental Funds remained stable from the prior year.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year the District revised the annual operating budget several time in attempts to deal with
unexpected changes in revenues and expenditures. While the District's General Fund adopted budget was

anticipated to ‘break even’ with revenues equaling expenditures, the actual result showed revenues exceeding
expenditures by $1.8M. This was due to unanticipated, generally one-time revenues over estimated revenues,



Capital Assets

At June 30, 2008, the District had $207.5 million in a broad range of capital assets, including land, buildings,
vehicles, and furniture and equipment. This amount represents a net increase {(including additions, deductions and
depreciation) of $74.7 over prior year, primarily the result of continued site expense costs for the new high school,
the completion of Stonegate Elementary School, and the K-8 facilities conversion projects.

Table 4
(Amounts in millions) 2008 2007 2006
Governmental Governmental Govemmental
Activities Activities Activities
Land and construction in progress 140.5 862 31.0
Buildings and improvements 64.5 42.1 43.0
Equipment 2.5 1.5 1.3
Totals 207.5 132.8 70.8

We present more detailed information about our capital assets in Note 4 to the basic financial statements.

Long-term Liabilities

No new liabilities were issued for the 2007-2008 year. However the balance of the 1999 General Obligation
Bonds issued in 2006-07 were accretion bonds. The accreted interest liability increase along with an increase in
compensated absences liability, off set by principal payments on other debt issues netted to an increase in Long-

term Liabilities of $0.3M.

Table §
(Amounts in millions) 2008 2007 2006
Governmental  Governmental Governmental
Activities Activities Activities
General obligation bonds 70.2 693 49.0
Certificates of participation 70.6 71.0 5
Compensated absences 2 0.1 0.1
Capital leases 4 N .8
Totals 141.4 141.1 50.4

We present more detailed information regarding our long-term liabilities in Note 5 of the basic financial

statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

As discussed earlier, the Country and State are in the midst of one of the worst economic and financial crises in
history. At the time of this writing (fiscal 2008-09) the State Legislature is in Special Session to make mid-year
corrections, which will undoubtedly result in mid-year cuts for 2008-09, and more cuts in 2009-10. In the midst
of this situation and controversy in the State Capital it is impossible to develop reasonable budget assumptions.
By January 10, 2009 the Governor must submit his 2009-10 budget proposal to the Legislature. This will give
school districts some guidance for future budget assumptions. It is also anticipated the Legislature wiil act on

mid-year cuts by then.



Also as stated earlier, the District has good reserves, and is being pro-active in developing options for budget
reductions for the District’s Board of Education to consider. These will be very difficult decisions required to
keep the District fiscally solvent. Undoubtedly these decisions will negatively impact the District’s ability to
carryout its core mission of educating children. However, the Dislrict becoming insolvent would have the worst
possible impact on that core mission. To the Board’s credit it has made those kind of difficult decisions in the
past. Management believes the Board will make the difficult but appropriate decisions in the future.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, students, and investors and creditors with a
general overview of the District's finances and to demonstrate the District's accountability for the money it
received. If you have questions about this report or need any additional financial information, contact the
Business Office, Washington Unified School District, 930 Westacre Road, West Sacramento, California 95691 or
call 916-375-7600.



BASIC FINANCIAL STATEMENTS



WASHINGTON UNIFIED SCHOOL DISTRICT

STATEMENT OF NET ASSETS

ASSETS

Cash and investments (Note 2)

Accounts receivable

Prepaid expenses

Stores inventory

Capital assets, net of accumulated
depreciation {Note 4)

Total assets
LIABILITIES
Accounts payable
Deferred revenue
Long-term liabilities (Note 5):
Due within one year
Due after one year
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Restricted (Note 6)
Unrestricted

Total net assets

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

June 30, 2008

10

Governmental

Activities

$ 51,231,471
5,024,644

1,710

81,823

207,525,746
263,865,394

12,769,595
1,059,461

1,226,943
140,144,780

155,200,779

85,832,396
19,083,061
3,749 158

$ 108,664,615



Governmental activities (Note 4):
Instruction
Instruction-related services:
Supervision of instruction
tnstructional library, media and
technology
School site administration
Pupil services:
Home-to-school transportation
Food services
All other pupit services
General administration:
Data processing
All other general administration
Plant services
Ancillary services
Interest on long-term liabilities
Other outgo

Total governmental activities

WASHINGTOR UNIFIED SCHOOQL DISTRICT

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2008

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

1

Net (Expense)
Revenues and
Changes In
Program Revenues Net Assets
Charges Operating Capital
for Grants and Grants and Governmental
Expenses Services Contributions Contributions Activities
$ 35,537,370 § 25519 § 10,729603 $ 14,074,550 & (10,707,698
2,188,605 3,215 1,520,921 (664,469
453,639 18,283 (435,356
3,979,050 6,430 455,971 (3,516,649
1,944,412 423,208 (1,521,204
3,044,919 649,274 2,315,539 (80,106
2,152,059 ag7 1,000,599 (1,151,063
1,091,654 (1,091,654
3,806,575 32,019 742,059 (3,132,497
9,133,038 3.577 1,566,952 (7,562,499
314,117 5,103 (309,014
7,068,895 (7,068,895
85717 838,299 742 582
5 70910050 §$ 720431 § 15616547 § 14,074 550 498 522
General revenues:
Taxes and subventions:
Taxes levied for general purposes 10,000,908
Taxes levied for debt service 3,285,245
Taxes levied for other specific purposes 1,245,229
Federal and state gid not restricted to specific purposes 33,914,309
Interest and investment eamings 720,600
Miscellaneous 1,879,277
Total general revenues 51,045 568
Change in nel assets 14,547,046
Net assets, July 1, 2007 94 117.569
Net assets, June 30, 2008 $ 108664615


http://f36.496.522

ASSETS

Cash and investments:
Cash in County Treasury
Cash on hand and in banks
Cash in revolving fund
Cash with Fiscal Agent

Accounts receivable

Due from other funds

Prepaid expenses

Stores inventory

Total assets

LIABILITIES AND
FUND BALANCES
Liabilities:
Accounts payable

Deferred revenue
Due to other funds

Total liabilities
Fund balances

Total liabilities and fund
balances

WASHINGTON UNIFIED SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2008
County Total

Capital School All Govern-

General Facilities Facilities Non-Major mental

Fund Fund Fund Funds Funds
$ 10,043 471 $ 4,733,040 $ 10977956 $ 5,930,971 §$ 31,685438
3,527 3.527
25,000 457 25,457
9,780,278 9,736,771 19,517,049
3,701,223 45,804 216,120 1,061,407 5,024 644
86,235 4,799,886 5,173,569 35,496 10,085,186
950 760 1,710
35,451 46,372 81,823
$ 13,602.330 $ 19350858 §$ 26104416 § 7078230 §$ 66434834
$ 2900960 $ 2335568 $ 4931494 $§ 226889 $ 10,394,911
1,005,792 53,869 1,059,461
198,202 5.358.919 4,436 439 101,626 10,095 186
4,104,954 7,694,487 9,367,933 382,184 21,549,558
9787 376 11,665.371 16,736,483 6,696,046 44 885276
$ 13,892,330 §$ 19.3590.858 § 26104416 $ 7078230 $ 66434834

The accompanying notes are an integral
part of these financial statements.
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WASHINGTON UNIFIED SCHOOL DISTRICT

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

June 30, 2008

Total fund balances - Governmental Funds $ 44,885,276

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used for governmental activities are not
financial resources and, therefore, are not reported as
assets in governmental funds. The cost of the assets
is $225,549,210 and the accumulated depreciation is
$18,023,464 (Note 4). 207 525,746

Long-term liabilities are not due and payable in the
current period and, therefore, are not reported as
liabilities in the funds. Long-term liabifities at
June 30, 2008 consisted of (Note §):

General Obligation Bonds $ (67,128,899)
Accreted interest {3,049,983)
Centificates of Participation (70,645,000)
Capitalized lease obligations (386,517)
Compensated absences —(161.324)

(141,371,723)
Unmatured interest is not recognized until it is due and,
therefore, is not accrued as a payable in governmental
funds. 374

Total net assets - governmental activities § 108664615

The accompanying notes are an integral
part of these financial statements.
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WASHINGTON UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGE IN FUND BALANCES

Revenues:
Revenue limil sources:
State apporionment
Local sources

Total revenue limit

Federal sources
Other state sources
Other local sources

Total revenues

Expenditures:
Certificated salaries
Classified salaries
Employee benefits
Books and supplies
Contract services and operating
expenditures

Capital outlay

Other outgo

Debt service:
Principal retirement
Interest

Total expenditures
Excess (deficiancy) of
revenues over (under)
expenditures
Other financing sources (uses):
Operating transfers in
Operating transfers out

Total other financing sources
{uses)

Net change in fund balances
Fund balances, July 1, 2007

Fund balances, June 30, 2008

GOVERNMENTAL FUNDS

For the Year Ended June 30, 2008

County Total
Capital School All Govern-
Generat Facilities Facilities Non-Major mental
Fund Fund Fund Funds Funds

$ 29,966,655 $ 572,488 § 30,539,143
10,002,133 10,002,133
39,968,788 572 488 40,541,276
4,647,169 2,259,117 6,906,286
10,253,752 $ 11,686,178 1,534,250 23,474,180
3,892,223 $ 3090701 3,146,398 4,406,029 14,535,352
58,761,932 3,090,701 14,832 577 8,771,884 85,457,094
25,923,697 734,772 26,658,469
8,561,976 110,263 34,188 1,507,237 11,213,664
10,088,959 34,530 4,810 763,937 10,892,236
3,901,563 24,974 59,935 1,587,346 5,573,818
6,489,711 527,449 15,377 266,548 7,299,083
731,269 10,600 76,074,031 22,133 76,838,033
39,837 39,637
227472 428,905 520,000 1,177,377
24215 2075503 2,167,901 4,267 619
56,988 499 3213224 76,1 3 7,569.872 143959936
1,773,433 (122,523) _{61.355,764) 1,202,012 58 502,842
226,577 11,486,501 55,775,168 134,393 67,622,639
(134 367} (7.158.078) {60,330,168) _ (67,622 613)
2,210 4328423 _ 55775168 60,195,775 26
1,865,643 4,205,900 (5,580,598) (58,993,763) (58,502,816)
7,921,733 7,459,471 22,317,079 65689809 103,388 092

$ 0787376 §$ 11665371 § 16736483 § 6696046 $ 44885276

The accompanying notes are an integral
part of these financial statements.
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WASHINGTON UNIFIED SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS -
TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2008
Net change in fund batances - Tota! Governmental Funds $ (68,502,818)

Amounts reported for governmental activities in the statement
of activities are different because:

Acquisition of capital assets is an expenditure in the
governmental funds, but increases capital assets in
the statement of nel assets (Note 4). 3 76,838,034

Depreciation of capital assets is an expense that is not
recorded in the governmental funds (Note 4). {2,104,882)

Repayment of principal on long-term liabilities is an expend-
iture in the govermmental funds, but decreases the long-
term liabilities in the statement of net assets (Note 5). 1,177,377

Unmatured interest on long-term liabilities is not recorded in
the govemmental funds until it becomes due, but increases
the liabilities in the statement of net assets. {1,432,017)

Accreted interest on long-term liabilities is recorded as a long-
term liability in the govemment-wide financial statements, but
is not in the governmental funds (Note 5). (1,369,258)

Activities of the internal service fund are reported with
governmental activities. (26)

In the statement of activities, expenses related to compen-
sated absences are measured by the amounts eamed
during the year. In the govermmental funds, expenditures
are measured by the amount of financial resources used

(Note 5). — (39,366) ___73.040.862
Change in net assets of governmental activities 3 14 547,046

The accompanying notes are an integral
part of these financial statements.
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WASHINGTON UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGE IN FUND BALANCE - BUDGET (NON-GAAP) AND ACTUAL

MAJOR FUND - GENERAL FUND

For the Year Ended June 30, 2008

Revenues:
Revenue limit sources:
State apportionment
Local sources

Total revenue limit

Federal sources
Other state sources
Other local sources

Total revenues

Expenditures:
Certificated salaries
Classified salaries
Employee benefits
Books and supplies
Contract services and operating

expenditures
Capital outlay
Other outgo

Debt service:
Principal retirement
interest

Total expenditures

Excess of revenues over
expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out
Proceeds from the issuance of
long-term liabilities
Total other financing sources (uses)
Net change in fund balance
Fund balance, July 1, 2007

Fund balance, June 30, 2008

Budget Variance
Favorable
Original Final Actual {Unfavorable)

$ 31051868 $ 29966655 % 20,966,655

8,074,835 10,002,133 10,002,133
39,126,703 39,968,788 39,968 788
4,851,900 4,647,169 4,647,169
9,621,975 10,253,752 10,263,752
2,488 985 3,892.223 3,802,223

55,986,543 58,761,932 58,761,932

25,587,272 25,923,697 25,923,697

9,382,878 9,561,976 9,561,976
10,121,461 10,088,959 10,088,959
4,136,983 3,901,563 3,901,663
5,607,593 6,489,711 6,489,711
482,618 731,269 731,269
195,266 39,637 39,637
236,867 227,472 227,472
26,994 24215 24215
55 777,930 56,988 499 56,988,499
211,613 1,773.433 1773433
212,158 226,577 226,577
(272,000} (134,367) (134,367)
105.236
45,394 92.210 92,210
257,007 1,865,643 1,865,643
7.921.73 7.921.733 7,921,733

$ 8178740 $§ 9787376 $ 9787376 B -

The accompanying notes are an integral

part of these financial statements.
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WASHINGTON UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGE IN
FUND NET ASSETS - PROPRIETARY FUND

SELF-INSURANCE FUND

For the year Ended June 30, 2008

Non-operating expenses:

Transfers to other funds $ {26)
Change in net assets (26)
Total net assets, July 1, 2007 - _26
Total net assets, June 30, 2008 sy -

The accompanying notes are an integral
part of these financial statemetns.
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WASHINGTON UNIFIED SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET ASSETS

ASSETS

Cash and investments (Note 2):

Cash in County Treasury
Cash on hand and in banks
Investments
Accounts receivable
Total assets
LIABILITIES

Accounts payable
Due to student groups

Total liabilities
NET ASSETS

Restricted (Note 6)

TRUST AND AGENCY FUNDS

June 30, 2008

Foundation
Trust Student

Fund Body Total
3 5,753 3 5,753
$ 222,144 222,144
40,000 40,000
32 32
45 785 222 144 267.929
1,600 1,600
222 144 222,144
1,600 222 144 223744
$ 44185 3 - $ 44 185

18

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



WASHINGTON UNIFIED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN
NET ASSETS - FIDUCIARY FUNDS

TRUST FUND

For the Year Ended June 30, 2008

Additions:
Other local sources % 1,845

Deductions:
Services and operating expenses

1,600

Change in net assets 245

Net assets, July 1, 2007

43,940

Net assets, June 30, 2008 $ 44,185

The accompanying notes are an integral
part of these financial statemetns.
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WASHINGTON UNIFIED SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Washington Unified School District (the “District") accounts for its financial transactions
in accordance with the policies and procedures of the California Department of
Education's California School Accounting Manual. The accounting policies of the
District conform to accounting principles generally accepted in the United States of
America as prescribed by the Governmental Accounting Standards Board and the
American institute of Certified Public Accountants. The following is a summary of the
more significant policies:

Reporting Entit

The Governing Board is the level of government which has governance responsibiiities
over all activities related to public school education in the District. The Board is not
included in any other governmental "reporting entity” as defined by the Governmental
Accounting Standards Board since Board members have decision-making authority, the
power to designate management, the responsibility to significantly influence operations
and primary accountability for fiscal matters.

Basis of Presentation - Financial Statements

In June 1999, the Governmental Accounting Standards Board (GASB) unanimously
approved Statement No. 34, Basic Financial Statements - and Management's
Discussion and Analysis - for State and Local Governments.

The basic financial statements include a Management's Discussion and Analysis
(MD & A) section providing an analysis of the District's overall financial position and
results of operations, financial statements prepared using full accrual accounting for all
of the District's activities, including infrastructure, and a change in the fund financial
statements to focus on the major funds.

Basis of Presentation - Government-Wide Financial Statements

The Statement of Net Assets and the Statement of Activities display information about
the reporting government as a whole. Fiduciary funds are not included in the
government-wide financial statements. Fiduciary funds are reported only in the
Statement of Fiduciary Net Assets and the Statement of Revenues, Expenses and
Change in Net Assets at the fund financial statement level.

The Statement of Net Assets and the Statement of Activities are prepared using the
economic resources measurement focus and the accrual basis of accounting.
Revenues, expenses, gains, losses, assets and liabilities resulting from exchange and
exchange-like transactions are recognized when the exchange takes place. Revenues,
expenses, gains, losses, assets and liabilities resulting from nonexchange transactions
are recognized in accordance with the requirements of GASB Statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions.

Program revenues. Program revenues included in the Statement of Activities derive
directly from the program itself or from parties outside the District's taxpayers or
citizenry, as a whole; program revenues reduce the cost of the function to be financed
from the District's general revenues.
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WASHINGTON UNIFIED SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation - Government-Wide Financial Statements (Continued)

Allocation of indirect expenses: The District reports all direct expenses by function in

the Statement of Activities. Direct expenses are those that are clearly identifiable with a

function. Depreciation expense is specifically identified by function and is included in

the direct expense of each function. Interest on general long-term liabilities is

;onsidered an indirect expense and is reported separately on the Statement of
ctivities.

Basis of Presentation - Fund Accounting

The accounts of the District are 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 that comprise its
assets, liabilities, fund equity, revenues, and expenditures or expenses, as appropriate.
District resources are allocated to and accounted for in individual funds based upon the
purpose for which they are to be spent and the means by which spending activities are
controlled. The District's accounts are organized into three broad categories which, in
aggregate, include seven fund types as follows:

A - Governmental Fund Types

1 - General Fund:

The Genera! Fund is the general operating fund of the District and
accounts for all revenues and expenditures of the District, not
encompassed within other funds. All general tax revenues and other
receipts that are not allocated by law or contractual agreement to some
other fund are accounted for in this fund. General operating expenditures
and the capital improvement costs that are not paid through other funds
are paid from the General Fund.

2 - Special Revenue Funds:

The Special Revenue Funds are used to account for the proceeds of
specific revenue sources that are legally restricted to expenditures for
specified purposes. This classification includes the Adult Education, Child
Development, Cafeteria, Deferred Maintenance and Special Reserve
Funds.

3 - Capital Projects Funds:
The Capital Projects Funds are used to account for resources used for
the acquisition or construction of major capital facilities and equipment.

This classification includes the Capital Facilities, County Schoo! Facilities,
and Building Funds.
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WASHINGTON UNIFIED SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation - Fund Accounting {Continued)

A - Governmenta! Fund Types (Continued)
4 - Debt Service Fund:

The Debt Service Fund is used to account for the accumulation of
resources for, and the payment of, general long-term debt principal,
interest, and related costs. This classification includes the Bond Interest
and Redemption Fund.

B - Proprietary Fund Type

1 - Internal Service Fund:

The Internal Service Fund is used to account for services rendered on a
cost-reimbursement basis within the District. The District maintains one
Internal Service Fund, the Self-Insurance Fund, which is used to provide
insurance related services.

C - Fiduciary Fund Types
1 - Trust Funds:

The Trust Funds are used to account for assets held by the District as
trustee. This classification consists of the Scholarship Trust Fund.

2 - Agency Funds:

Agency Funds are used to account for assets of others for which the
District has an agency relationship with the activity of the fund. This
classification consists of the Student Body Fund.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the basic financial statements. Basis of
accounting relates to the timing of the measurement made, regardless of the
measurement focus applied.

Accrual
Governmental activities in the government-wide financial statements and the fiduciary

fund financial statements are presented on the accrual basis of accounting. Revenues
are recognized when earmned and expenses are recognized when incurred.
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WASHINGTON UNIFIED SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Modified Accrual

The governmental funds financial statements are presented on the modified accrual
basis of accounting. Under the modified accrual basis of accounting, revenues are
recorded when susceptible to accrual; i.e., both measurable and available. "Available”
means collectible within the current period or within 60 days after year end.
Expenditures are generally recognized under the modified accrual basis of accounting
when the related liability is incurred. The exception to this general rule is that principal
and interest on general obligation long-term liabilities, if any, is recognized when due.

Budgets and Budgetary Accounting

By state law, the Board of Education must adopt a final budget by July 1. A public
hearing is conducted to receive comments prior to adoption. The Governing Board
complied with these requirements.

The District employs budgetary control by major object code and by individual
appropriation accounts. Expenditures cannot legally exceed appropriations by major
object code. The budgets are revised during the year by the Goveming Board to
provide for unanticipated revenues and expenditures, and to provide for revised
priorities. The originally adopted and final revised budgets for the General Fund are
presented in the basic financial statements.

Capital Assets

Capital assets purchased or acquired, with an original cost of $5,000 or more, are
recorded at historical cost or estimated historical cost. Contributed assets are reported
at fair market value as of the date received. Additions, improvements and other capital
outlay that significantly extend the useful life of an asset are capitalized. Other costs
incurred for repairs and maintenance are expensed as incurred. Capital assets are
depreciated using the straight-line method over 2 - 50 years depending on asset types.

Compensated Absences

Compensated absences benefits in the amount of $161,324 are recorded as a liability of
the District. The liability is for the earned but unused benefits.

Accumulated Sick Leave

Accumulated sick leave benefits are not recognized as liabilities of the District. The
District's policy is to record sick leave as a operating expenditure or expense in the
period taken since such benefits do not vest nor is payment probable; however, unused
sick leave is added to the creditable service period for calcuiation of retirement benefits
for all STRS employees and certain PERS employees, when the employee retires.
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NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Restricted Net Assets

Restrictions of the ending net assets indicate the portions of net assets not appropriable
for expenditure or amounts legally segregated for a specific future use. The restrictions
for revolving cash, prepaid expenses and stores inventory reflect the portion of net
assets represented by revolving fund cash, prepaid expenses and stores inventory,
respectively. These amounts are not available for appropriation and expenditure at the
balance sheet date. The restriction for unspent categorical program revenues
represents the portion of net assets restricted to specific program expenditures. The
restrictions for special revenues and capital projects represent the portion of net assets
restricted for special purposes and capital outlay, respectively. The restriction for debt
service represents the portion of net assets available for the retirement of long-term
liabilities. The restriction for scholarships represents the portion of trust fund net assets
available for scholarships.

Deferred Revenue

Revenue from federal, state, and local special projects and programs is recognized
when qualified expenditures have been incurred. Funds received but not earned are
recorded as deferred revenue until earned.

Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions. These estimates and assumptions affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenditures
during the reporting period. Accordingly, actual results may differ from those estimates.

Property Taxes

Secured property taxes are attached as an enforceable lien on property as of
January 1. Taxes are due in two installments on or before December 10 and April 10.
Unsecured property taxes are due in one installment on or before August 31. The
County of Yolo bills and collects taxes for the District. Tax revenues are recognized by
the District when received.

Encumbrances
Encumbrance accounting is used in all budgeted funds to reserve portions of applicable
appropriations for which commitments have been made. Encumbrances are recorded

for purchase orders, contracts, and other commitments when they are written.
Encumbrances are liquidated when the commitments are paid.
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NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Eliminations and Reclassifications

in the process of aggregating data for the Statement of Net Assets and the Statement of
Activities, some amounts reported as interfund activity and balances in the funds were
eliminated or reclassified. Interfund receivables and payabfes were eliminated to
minimize the "grossing up" effect on assets and liabilities within the governmental
activities column,

CASH AND INVESTMENTS
Governmental Fiduciary
Activities Activities
Pooled Funds;
Cash in County Treasury $ 31,685438 % 5,753
Deposits:
Cash on hand and in banks 3,527 222,144
Cash in revolving fund 25,457
Investments:
Cash with Fiscal Agent 19,517,049
Local Agency Investment Fund 40,000
Total cash and investments 51.231.47 267,897

Pooled Funds

In accordance with Education Code Section 41001, the District maintains substantially
all of its cash in the Yolo County Treasury. The County pools these funds with those of
school districts in the County and invests the cash. These pooled funds are carried at
cost which approximates fair value. Interest earmed is deposited monthly into
participating funds. Any investment losses are proportionately shared by all funds in the
pool.

Because the District's deposits are maintained in a recognized pooled investment fund
under the care of a third party and the District's share of the Treasurer's Pooled
Investment Fund does not consist of specific, identifiable investment securities owned
by the District, no disclosure of the individual deposits and investments or related
custodial credit risk classifications is required.

In accordance with applicable state laws, the Yolo County Treasurer may invest in
derivative securities. However, at June 30, 2008 the Yolo County Treasurer has
represented that the Treasurer's pooled investment fund contained no derivatives or
other investments with similar risk profiles.
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NOTES TO BASIC FINANCIAL STATEMENTS
{Continued)

CASH AND INVESTMENTS (Continued)

Deposits - Custodial Credit Risk

Cash balances held in banks and in revolving funds are insured up to $100,000 by the
Federal Depository Insurance Corporation (FDIC). At June 30, 2008, the carrying
amount of the District's accounts was $251,128 and the bank balances were $245,862.
Of the bank balances, $103,527 was insured by the FDIC and $142,335 was uninsured,
but collateralized.

Cash with Fiscal Agent

Cash with Fiscal Agent represents amounts held in the District's name by third party
custodians. The amounts held in the Building and Capital Facilities Funds are related to
long-term liabilities.

Local Agency Investment Fund

Washington Unified School District places certain funds with the State of California's
Local Agency Investment Fund (LAIF). The District is a voluntary participant in LAIF,
which is regulated by California Government Code Section 16429 under the oversight of
the Treasurer of the State of California and the Pooled Money Investment Board. The
State Treasurer's Office pools these funds with those of other governmental agencies in
the state and invests the cash. The fair value of the District's investment in the pool is
reported in the accompanying financial statements based upon the District's pro-rata
share of the fair value provided by LAIF for the entire LAIF portfolio (in relation to the
amortized cost of that portfolio). The monies held in the pooled investments funds are
not subject to categorization by risk category. The balance available for withdrawal is
based on the accounting records maintained by LAIF, which are recorded on an
amortized cost basis. Funds are accessible and transferable to the master account
within twenty-four hours notice. Included in LAIF's investment portfolio are collateralized
mortgage obligations, mortgage-backed securities, other asset-backed securities, and
floating rate securities issued by federal agencies, government-sponsored enterprises
and corporations. LAIF is administered by the State Treasurer. LAIF investments are
audited annually by the Pooled Money Investment Board and the State Controller's
Office. Copies of this audit may be obtained from the State Treasurer's Office: 915
Capitol Mall; Sacramento, California 95814, The Pooled Money Investment Board has
established policies, goals, and objectives to make certain that their goal of safety,
liquidity and yield are not jeopardized.

Interest Rate Risk

The District does not place limits on future maturities and maximum allowance terms. At
June 30, 2008, the District had no significant interest rate risk related to cash and
investments held.

Credit Risk

The District has a formal investment policy that limits its investment choices as specified
in Government code 16430, 53601-53609, 53635 and Education Code 41015.
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WASHINGTON UNIFIED SCHOOL DISTRICT
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CASH AND INVESTMENTS (Continued)

Concentration of Credit Risk

The District does not place limits on the amount it may invest in any one issuer. At
June 30, 2008, the District had no concentration of credit risk.

INTERFUND TRANSACTIONS

Interfund Activity

Transactions between funds of the District are recorded as interfund transfers. The
unpaid balances at year end, as a result of such transactions, are shown as due to and
due from other funds.

Interfund Receivables/Payables

Iindividual fund interfund receivable and payable balances at June 30, 2008 were as
follows:

Interfund interfund
Fund Receivables Payables
Major Funds:
General $ 86,235 % 198,202
Capital Facilities 4,799,886 5,358,919
County School Facilities 5,173,569 4,436,439
Non-Major Funds:
Adult Education 35,496 14,157
Child Development 28,865
Cafeteria 35,818
Deferred Maintenance 7,395
Building 15,391
Totals 10,095,186 $_._10.095.186

Interfund Transfers

Interfund transfers consist of operating transfers from funds receiving revenue to funds
through which the resources are to be expended.

Interfund transfers for the 2007-2008 fiscal year were as follows:

Transfer from the General Fund to the Adult Education Fund to

cover the deficit balance. $ 35,496
Transfer from the General Fund to the Deferred Maintenance
Fund for the required state match. 98,871
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WASHINGTON UNIFIED SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

INTERFUND TRANSACTIONS (Continued})

Interfund Transfers (Continued)

Transfer from the Capital Facilities Fund to the County School
Facilities Fund for Stonegate Elementary School construction

projects. $ 2,000,000
Transfer from the Capital Facilities Fund to the County School

Facilities Fund for K-8 Conversion construction projects. 5,158,078
Transfer from the Self Insurance Fund to the Special Reserve

Fund to close fund. 26
Transfer from the Adult Education Fund to the General Fund for

indirect support costs. 14,157
Transfer from the Child Development Fund to the General

Fund for indirect support costs. 72,324
Transfer from the Cafeteria Fund to the General Fund for

indirect support costs. 140,086
Transfer from the Building Fund to the Capital Facilities Fund

for future 2007 COPS debt service payments. . 11,486,501
Transfer from the Building Fund to the County School Facilities

Fund for high school construction projects. 48617090

$ 67622639

CAPITAL ASSETS

A schedule of changes in capital assets for the year ended June 30, 2008 is shown
below:

Balance Transfers Transfers Balance
July 1, and and June 30,
2007 Additions Deductions 2008
Land $ 28158,589 $ 997,170 $ 29,155,758
improvement of sites 2,913,431 7,030,325 9,943,756
Buildings 52,982,882 17,157,449 70,140,331
Equipment 3,974,875 1,348,855 § 356,586 4,967,144
Work-in-process 61,037 985 74 466 859 24162624 _ 111,342,220
Totals, at cost 149.067.762 _ 101,000,658 24519210 _ 225549210
Less accumulated depreciation;
Improvement of sites (1,627,685) (218,512) {1,846,197)
Buildings (12,217,088) (1,484,574) (13,701,662)
Equipment {2,430,395) {401,796) (356,586) {2,475 605)
Total accumulated
depreciation {16,275,168) {2,104 882) (356,586) _ {18.023.464)
Capital assets, net $132.792,594 $ 98895776 % 24162624 $207525746
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WASHINGTON UNIFIED SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

4, CAPITAL ASSETS (Continued)

Depreciation expense was charged to governmental activities as follows:

Instruction $ 6,838
Home to school transportation 189,017
Food services 9,668
All other pupil services 17,824
All other general administration 945
Data processing 95,968
Plant services 1,784,622

Total depreciation expense $ 2104882

5. LONG-TERM LIABILITIES

General Obligation Bonds

On May 1, 2001, the District issued 1999 General Obligation Bonds, Series "A" totating
$10,070,000. Repayment of the Bonds is made from the special parcel tax revenues
levied in connection with this bond issue. The Bonds bear interest rates from 3.6% to
5.625% and are scheduled to mature through 2026.

Year Ending
June 30, Principal Interest Total
2009 $ 170,000 $ 511,662 $ 681,662
2010 195,000 504,013 699,013
2011 225,000 495,237 720,237
2012 255,000 485,113 740,113
2013 290,000 472,362 762,362
2014-2018 2,075,000 2,103,813 4,178,813
2019-2023 3,430,000 1,418,093 4,848,093
2024-2026 — 2955000 327707 __3.282.707

$ 95985000 18.0 $ 15913.000
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LONG-TERM LIABILITIES (Continued)

General Obligation Bonds (Continued)

On August 1, 2004, the District issued 2004 General Obligation Bonds, Series "A"
totaling $39,999,040. Repayment of the Bonds is made from the special parcel tax
revenues levied in connection with this bond issue. The Current Interest and Capital
Appreciation Bonds bear interest rates from 2.0% to 5.73% and are scheduled to
mature through 2030.

Year Ending
June 30, Principal Interest Total
2009 3 490,000 1,292,700 1,782,700
2010 615,000 1,278,000 1,893,000
2011 750,000 1,258,013 2,008,013
2012 895,000 1,231,762 2,126,762
2013 1,055,000 1,200,438 2,255,438
2014-2018 8,220,000 5,249,262 13,469,262
2019-2023 15,485,000 2,545,638 18,030,638
2024-2028 7,589,582 16,535,418 24,125,000
2029-2030 2964458 _ 8840542 11,805,000

$ 38064040 $ 38431773 § 77495813

On February 23, 2007, the District issued 1999 General Obligation Bonds, Series "B"
totaling $7,469,422. Repayment of the Bonds is made from ad valorem property taxes
levied and collected by Yolo County. The Current Interest and Capital Appreciation
Bonds bear interest rates from 4.0% to 7.51% and are scheduled to mature through
2032.

Year Ending
June 30, Principal Interest Total

2009 169,118 169,118
2010 $ 10,000 169,118 179,118
2011 30,000 168,718 198,718
2012 55,000 167,518 222,518
2013 75,000 165,319 240,319
2014-2018 855,000 756,995 1,611,995
2019-2023 1,950,000 506,395 2,456,395
2024-2028 2,587,642 2,034,083 4,621,725
2029-2032 1,906,780 4,323 220 6,230,000
$ 7469422 3 8460484 3 159290906
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LONG-TERM LIABILITIES (Continued)

General Obligation Bonds (Continued)

On November 1, 2006, the District issued 2004 General Obligation Bonds, Series "B"
totaling $12,000,437. Repayment of the Bonds is made from ad valorem property taxes
levied and collected by Yolo County. The Current Interest and Capital Appreciation
Bonds bear interest rates from 4.0% to 5.4% and are scheduled to mature through
2032.

Year Ending
June 30, Principal Interest Total
2009 3 205475 § 205,475
2010 $ 160,000 205,475 365,475
2011 185,000 199,075 384,075
2012 215,000 191,675 406,675
2013 250,000 183,075 433,075
2014-2018 1,855,000 734,775 2,589,775
2019-2023 2,814,625 651,881 3,466,506
2024-2028 1,978,414 2,655,580 4,635,004
2029-2032 4,541,398 10,138,604 14,680.002

$ 12000437 §$ 15165625 §$ 27.166.062

Certificates of Participation

In June 2007, the District issued certificates of paricipation in the amount of
$70,645,000 with an interest rate of 4.75 percent.

The certificates mature through 2038 as follows:

Year Ending
June 30, Principal Interest Total

2009 3,491,038 3,491,038
2010 3,481,037 3,491,037
2011 $ 1,265,000 3,464,156 4,729,156
2012 1,320,000 3,409,225 4,729,225
2013 1,370,000 3,352,063 4,722,063
2014-2018 7,795,000 15,808,032 23,603,032
2019-2023 9,825,000 13,714,313 23,539,313
2024-2028 12,540,000 10,931,435 23,471,435
2029-2033 16,015,000 7,371,080 23,386,080
2034-2038 20.515.000 2.7 89 23,249 059

$ 70645000 § 67766438 $ 138411438
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LONG-TERM LIABILITIES (Continued)

Capitalized Lease Obligations

The District leases modular computer lab buildings and equipment under agreements
which provide for title to pass upon expiration of the lease period.

Future yearly payments on capitalized lease obligations are as follows:

Year Ending
June 30 _
2008 $ 251,687
2010 91,096
2011 70,025
412,808
Less amount representing interest (26,291)
Net present value of minimum
payments 3 386 517

Schedule of Changes in Long-Term Liabilities

A schedule of changes in long-term liabilities for the year ended June 30, 2008 is shown
below:

Balance Balance Amounts
July 1, June 30, Due Within
2007 Additiong Deductions 2008 One Year
General Obligation Bonds $ 67.648,899 $ 520,000 § 67,128,899 § 830,000
Accreted interest 1,680,725 § 1,369,258 3,049,983
Certificates of Participation 71,015,000 370,000 70,645,000
Capitalized lease obligations 673,894 287,377 386,517 235,619
Compensated absences 101,958 161,324 101,958 161,324 161,324
Totals 141,120,476 1,530,582 1,279,335 141,371,723 1,226.94

Payments on the General Obligation Bonds are made from the Bond Interest and
Redemption Fund. Payments on the Certificates of Participation are made from the
Capital Facilities Fund. Payments on the capitalized lease obligations are made from
the General Fund and the Capital Facilities Fund. Payments on the compensated
absences are made from the Fund for which the related employee worked.
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RESTRICTED NET ASSETS

Restricted net assets consisted of the following at June 30, 2008:

Governmental

Activities
Revolving cash $ 25,457
Prepaid expenses 1,710
Stores inventory 81,823
Unspent categorical program revenues 3,440,809
Special revenues 2,010,524
Capital projects 8,884,045
Debt service 4,638,693
$ 19,083,061

Fiduciary

Activities
Scholarships $ 44,185

EMPLOYEE RETIREMENT SYSTEMS

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

Plan Description and Provisions

California Public Employees' Retirement System (CalPERS)
Plan Description

The District contributes to the School Employer Pool under the California Public
Employees' Retirement System (CalPERS), a cost-sharing multiple-employer public
employee retirement system defined benefit pension plan administered by CalPERS.
The plan provides retirement and disability benefits, annual cost-of-living adjustments,
and death benefits to plan members and beneficiaries. Benefit provisions are
established by state statutes, as legislatively amended, within the Public Employees'
Retirement Law. CalPERS issues a separate comprehensive annual financial report
that includes financial statements and required supplementary information. Copies of
the CalPERS annual financial report may be obtained from the CalPERS Executive
Office, 400 P Street, Sacramento, California 95814.
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EMPLOYEE RETIREMENT SYSTEMS (Continued)

Plan Description and Provisions (Continued)

California Public Employees' Retirement System (CalPERS) (Continued)
Funding Policy

Active plan members are required to contribute 7% of their salary and the District is
required to contribute an actuarially determined rate. The actuarial methods and
assumptions used for determining the rate are those adopted by the CalPERS Board of
Administration. The required employer contribution rate for fiscal year 2007-2008 was
9.306% of annual payroll. The contribution requirements of the plan members are
established by state statute. The District's contributions to CalPERS for the fiscal years
ending June 30, 2006, 2007 and 2008 were $822,153, $865,505 and $936,780,
respectively, and equal 100% of the required contributions for each year.

State Teachers' Retirement System (STRS)
Plan Description

The District contributes to the State Teachers' Retirement System (STRS), a cost-
sharing multiple-employer public employee retirement system defined benefit pension
plan administered by STRS. The plan provides retirement, disability and survivor
benefits to beneficiaries. Benefit provisions are established by state statutes, as
legislatively amended, within the State Teachers' Retirement Law. STRS issues a
separate comprehensive annual financial report that includes financial statements and
required supplementary information. Copies of the STRS annual financial report may be
obtained from the STRS Executive Office, 7667 Folsom Boulevard, Sacramento,
California 95826.

Funding Policy

Active plan members are required to contribute 8% of their salary. The required
employer contribution rate for fiscal year 2007-2008 was 8.25% of annual payroll. The
contribution requirements of the plan members are established by state statute. The
District's contributions to STRS for the fiscal years ending June 30, 2006, 2007 and
2008 were $2,013,741, $2,117,585 and $2,124,017, respectively, and equal 100% of
the required contributions for each year.

POST-EMPLOYMENT BENEFITS

In addition to the pension benefits described in Note 7, the District provides post-
employment health care benefits (medical, dental and vision) to all employees who retire
from the District on or after attaining age 55 and meeting negotiated contract
requirements. Employees who are eligible receive District paid benefits until the
employee reaches age 65. On June 30, 2008, 58 retirees met these eligibility
requirements, The District has not determined the future cost of the benefits.
Expenditures for post-employment benefits are recognized on a pay-as-you-go basis, as
retirees report claims. During the year, expenditures of $368,202 were recognized for
post retirement heaith care.
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JOINT POWERS AGREEMENTS

North Valley Schools Insurance Group

The District is a member with other school districts of a Joint Powers Authority, North
Valley Schools Insurance Group (NVSIG), for the operation of a common risk
management and insurance program for workers' compensation coverage. The
following is @ summary of financial information for NVSIG at June 30, 2007 (the latest
information available):

Total assets $ 4,447,359
Total liabilities $ 3,523,734
Total net assets $ 923,625
Total revenue $ 15584,113
Total expenses $ 15,122,287

School Project for Utility Rate Reduction

The District is also a member of a Joint Powers Authority, School Project for Utility Rate
Reduction {SPURR), for the direct purchase of gas, electricity and other utility services.
SPURR also provides advisory services relative to utilities.

The following is a summary of the financia! information for School Project for Utility Rate
Reduction at June 30, 2007 (the latest information available):

Total assets $ 17,176,168
Total tiabilities $ 14,094,145
Net assets $ 3,082,024
Total revenues $ 44,681,843
Total expenses $ 44537439

Schools Excess Liability Fund

The District is also a member with other school districts of a Joint Powers Authority,
School Excess Liability Fund (SELF), for the purpose of providing excess insurance
coverage. The following is a summary of the financial information for SELF at
June 30, 2008 (in thousands):

Total assets $ 238,680
Total liabilities $ 189,962
Total net assets $ 48,718
Total revenues $ 41,599
Total expenses 3 22,991
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JOINT POWERS AGREEMENTS (Continued)

Northern California Regional Liability Excess Fund

The District is also a member with other school districts of a Joint Powers Authority,
Northern California Regional Liability Excess Fund (NCRLF), for the purpose of
providing excess insurance coverage. The following is a summary of the financial
information for NCRLF at June 30, 2008:

Total assets $ 47,279,966
Total liabilities $ 35,209,485
Total net assets $ 12,070,481
Total revenues $ 40,376,865
Total expenses $ 38,450,808

The Protected Insurance Program For Schools

The District is also a member with other school districts of a Joint Powers Authority,
Protected Insurance Program for Schools (PIPS), for the purpose of providing an
alternative for workers' compensation coverage normally provided utilizing traditional
self-insurance. The following is a summary of the financial information for PIPS at
June 30, 2007 (the latest information available):

Total assets $ 76,862,028
Total liabilities $ 55617284
Total net assets $ 21,244,744
Total revenues $ 48,979,901
Total expenses $ 33,691,917

The relationship between Washington Unified School District and the Joint Powers
Authorities is such that the Joint Powers Authorities are not a component unit of the
District for financial reporting purposes.

COMMITMENTS AND CONTINGENCIES

The District is subject to legal proceedings and claims which arise in the ordinary course
of business. In the opinion of management, the amount of uitimate liability with respect
to these actions will not materially affect the financial position or results of operations of
the District.

The District has received federal and state funds for specific purposes that are subject
to review and audit by the grantor agencies. Although such audits could result in
expenditure disallowances under terms of the grants, it is management's opinion that
any required reimbursements or future revenue offsets subsequently determined will not
have a material effect on the District's financial position.
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ASSETS

Cash in County Treasury
Cash on hand and in banks
Cash in revolving fund
Accounts receivable

Due from other funds
Stores inventory

Total assets

LIABILITIES AND
FUND BALANCES
Liabilities:
Accounis payable

Deferred revenue
Cue to other funds

Total liabilities

Fund balances

Total liabilities and fund balances

WASHINGTON UNIFIED SCHOOL DISTRICT

COMBINING BALANCE SHEET
ALL NON-MAJOR FUNDS

June 30, 2008

Bond
Adult Child Deferred Special Interest and
Education Development Cafeteria Maintenance Reserve Building Redemption
Fund Fund Fund Fund Fund Fund Fund Total

$ (55010) 3 720258 $ (78B875) $ 1,094047 $ 306528 $ 15330 $ 4638693 $§ 5,930971
3,627 3,527
457 457
72,869 73,881 906,594 6,253 1,749 61 1,061,407
35,496 35,496
46,372 46,372
3 53355 $ 794139 § 168075 5 1100300 $ 308277 % 15391 §$ 4638693 3 7.078230
$ 5164 $ 185723 § 9,005 % 16,997 $ 226,889
53,669 53,669
14,157 28,865 35818 7,385 $ 15,391 101,626
19,321 224,588 98,492 24,392 15,391 382,184
34,034 569,551 69,583 1,075,908 308,277 $ 4638693 _ 6696046
$__ 53305 § 794139 $ 168075 $ 1100300 §$ 308277 $ __ 15301 § 4638603 § 7076230
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WASHINGTON UNIFIED SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN FUND BALANCES
ALL NON-MAJOR FUNDS

For the Year Ended June 30, 2008

Band
Adult Child Deferred Special Interest and
Education Development Cafeteria Maintenance Reserve Building Redemption
Fund Fund Fund Fund Fund Fund Fund Total
Revenues:
Revenue timit sources:

State apportionment $ 203,770 $ 368,718 $ 572488
Federal sources 22 500 8007 $ 2228610 2,259117
Other slate sources 118,418 951,960 174072 $ 260,876 $ 28,924 1,634,250
Other local sources 141,721 698,580 41250 §$ 15407 % 88,984 3,420,087 4,406 029

Total revenues 344,688 1470406 __ 3,101,262 302,126 15,407 88,984 3,449,011 8,771,884
Expenditures:
Certificated salaries 179,643 555,129 734772
Classified salaries 42 827 379,481 1,084,929 1,507,237
Employee benefits 58,820 313,292 391,825 763,937
Books and supplies 30,2588 97,397 1,459,661 1,587,348
Contract services and operating

expenditures 23,203 70,038 99,681 43,370 30,254 265,546
Capital outlay 14,550 7,583 22,133
Debt service:

Principal retirement 520,000 520,000

Interest __2,167.901 __ 2,167,901

Total expenditures 334,781 1,429,887 3,043,679 43,370 30254 __ 2,687,801 __ 7569872
Excess of revenues over expenditures 9,807 40519 ____ 57583 258,756 15,407 58,730 761.110 1,202,012
Other financing sources (uses):
Operating transfers in 35,496 08,871 26 134,383
Operating transfers out {14,157) {72,.324) (140,096) 60103591 _ .. 60,330,168
Tota! other financing sources (uses) 21,339 (72.324) ___ (140.096) 68,871 26 _{60.103.591 60,195,775
Change in fund balances (deficit) 31,248 (31,805) (82,513) 357,627 15,433  (60,044,861) 761,110  (58,993,763)
Fund balances, July 1, 2007 2,788 601,356 152,096 718,281 292 844 60044861 _ 3877583 _ 65689809
Fund balances. June 30, 2008 § 34034 569551 $_.69.583 $ 1075908 $ 308277 § . § 4633693 3 6696048

The accompanying notes are an integral
part of these financial statements.
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WASHINGTON UNIFIED SCHOOL DISTRICT

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

AGENCY FUNDS

For the Year Ended June 30, 2008

Balance Balance
July 1, June 30,
2007 Additions Deductions 2008

Alyce Norman Elementary School
Assets:

Cash on hand and in banks 3 2326 % 10347 3 7420 $ 5253
Liabilities:

Due to student groups $ 2326 § 10347 7420 % 5253
Elkhorn Village Elementary Schoot
Assets;

Cash on hand and in banks $ 493 $ 1093 & 781 § 795
Liabilities:

Due to student groups 3 493 3 1003 $_ 791§ 795
Evergreen Elementary School
Assets:

Cash on hand and in banks $ 229§ - 3, 228 % -
Liabilities:

Due to student groups g 228 $ - $ 229 3 -
Westfield Elementary School
Assets:

Cash on hand and in banks $ 302 % 1670 $ 1698 $ 274
Liabilities: .

Due to student groups $ 302 § 1670 $ 1698 274
Westmore Qaks Elementary School
Assets;

Cash on hand and in banks 3 23446 $ 50962 % 49750 $ 33,658
Liabilities:

Due to student groups $ 23446 $ £0962 § 49750 § 33,658

(Continued)
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WASHINGTON UNIFIED SCHOOL DISTRICT
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS

{Continued)
For the Year Ended June 30, 2008

Balance Balance
July 1, June 30,
2007 Additions Deductions 2008

Southport Elementary School
Assets:

Cash on hand and in banks 3 3328 3 10,110 § 4687 $ 8,751
Liabilities:

Due to student groups $ 3328 $ 10,110 3 4687 % 8,751
Golden State Middle School
Assets:

Cash on hand and in banks $ 25283 $ 59910 § 77386 $ 7,807
Liabilities:

Due to student groups 3 25,283 % 59910 § 77386 3 7.807
River City High School
Assets:

Cash on hand and in banks $ .. 124057 $ 310887 $ 2889018 3 146,026
Liabilities:

Due to student groups S 124057 % 310887 $ 288918 % 146,026
Yolo High School
Assets:

Cash on hand and in banks $ 12.589 § 3547 $ 4145 % 11,991
Liabilities:

Due to student groups $ 12,589 $ 3547 $ 4145 § 11,991
Bryte Elementary Schoo!
Assets:

Cash on hand and in banks $ 569 % 452 3 851 § 171
Liabilities:

Due to student groups § 560 % A3 § 851 $ 171

{Continued)
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WASHINGTON UNIFIED SCHOOL DISTRICT
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS

(Continued)
For the Year Ended June 30, 2008

Balance Balance
July 1, June 30,
2007 Additions Deductions 2008
Bridgevﬁay Island Elementary School
Assets:
Cash on hand and in banks $ 5708 % 12340 $ 10630 § 7418
Liabilities:
Due to student groups 3 5708 §_ 12,340 § 10630 $ 7,418

Total Student Body

Assets:
Cash on hand and in banks $ 198,330 3 470319 § 446,505 3, 222 144

Liabilities:
Due to student groups 3 198,330 % 470,319 3 446505 $ 222 144

The accompanying notes are an integral
part of these financial statements.
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WASHINGTON UNIFIED SCHOOL DISTRICT
ORGANIZATION
June 30, 2008
Washington Unified School District was established on July 1, 1957 and comprises an
area of approximately 23 square miles located in Yolo County. The District operates eight
elementary schools, one middle school, one high school, a continuation high scheol, an

independent study program and an adult education program. There were no changes in the
boundaries of the District during the current year.

GOVERNING BOARD

Name Office Term Expires _
Barry Kalar President 2008
Mary Leland Vice President 2008
Matt Stegman Member 2010
Sandra Vargas Member 2010
Dave Westin Member 2008
ADMINISTRATION

Steven Lawrence, Ph.D,
Superintendent

Myles Billheimer
Assistant Superintendent
Business Services

Don Beno
Assistant Superintendent
Human Resources

Sue Brothers

Assistant Superintendent
Educational Services
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WASHINGTON UNIFIED SCHOOL DISTRICT

SCHEDULE OF AVERAGE DAILY ATTENDANCE

Elementary:
Kindergarten
First through Third
Fourth through Sixth
Seventh and Eighth
Opportunity Schools
Home and Hospital
Special Education

Total Elementary

Secondary:
Regular Classes
Continuation Education
- Opportunity Schools
Home and Hospital
Special Education
Classes for Adults

Total Secondary

Not Concurrently Enrolled:
Classes for Adults

Supplemental Hours:
Elementary
High school

See accompanying notes to
supplementary information.
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For the Year Ended June 30, 2008

Second
Period Annual
Report Report
544 546
1,661 1,663
1,638 1,641
1006 1,001
15 16
3 4
97 94
4,964 4.965
1,526 1,498
110 107
21 22
2 2
76 71
g6 113
1,831 1,813
17 17
6812 6,795
Hours of
Attendance
80,249
27 855
108,104




Grade Level

Kindergarten
Grade 1
Grade 2
Grade 3
Grade 4
Grade 5
Grade 6
Grade 7
Grade 8
Grade 9
Grade 10
Grade 11

Grade 12

WASHINGTON UNIFIED SCHOOL DISTRICT

SCHEDULE OF INSTRUCTIONAL TIME

For the Year Ended June 30, 2008

1986-87
Minutes 1982-82 2007-08
Require- Actual Actual
ment Minutes Minutes
36,000 31,680 36,000
50,400 47,520 50,520
50,400 47,520 50,620
50,400 47,520 50,520
54,000 52,800 54,140
54,000 52,800 54,140
54,000 52,800 54 140
54,000 52,800 54,140
54,000 52,800 54,140
64,800 57,200 66,713
64,800 57,200 66,713
64,800 57,200 66,713
64,800 57,200 66,713

See accompanying notes to
supplementary information.
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Number
of Days
Traditional

Calendar

180
180
180
180
180
180
180
180
180
180
180
180

180

Status
In Compliance
In Compliance
In Compliance
In Compliance
In Compliance
in Compliance
In Compliance
in Compliance
In Compliance
In Compliance
In Compliance
in Compliance

In Compliance



Federal
Catalog

Number

WASHINGTON UNIFIED SCHOOL DISTRICT

SCHEDULE OF EXPENDITURE OF FEDERAL AWARDS

For the Year Ended June 30, 2008

Federal Grantor/Pass-Through
Grantor/Program or Cluster Title

Pass-Through

U.S. Department of Education

84.027
84.173
84.027A
84.173

84.010
84.010
84.010

84.357
84.048
84.323

84,367
B4.318
84.318

84.186
84.298A
84.365
84.060
84.215L

84.002
84.002A
84.002A

Special Education Cluster:
Special Ed PL94-142
PPPIP - Federal
PPPIP - Local
PPPIP - Staff Development

Subtotal Special Education Cluster

Title | Cluster:
NCLB: Title | - Basic Grants
NCLB: Title | - School Assistance and Intervention
NCLB: Title I, Part A - Non-Program Improvement
LEAs with Program Improvement Schools

Subtotal Title | Cluster

NCLB: Title |, Part B - Reading First
Vocational Education and applied technology
Special Ed: State Improvement Grant,
Improving Special Ed Systems, Part D
NCLB: Title H, Part A - Improving Teacher Quality
NCLB: Title il, Part D - Education Technology
NCLB: Title Il, Part D - Enhancing Education Though
Technology
NCLB: Title IV - Safe & Drug-free Schools
NCLB: Title VI - Innovative Strategies
NCLB: Title IIl - Limited English Proficiency
Indian Education
Smaller Learning Communities
Adult Education:
Family Literacy
Adult Basic Education & ESL
Adult Education English Literacy and Civics

Total U.8. Department of Education

U.S. Department of Health and Human Services

83.575
83.778
93.778

10.555

Child Development - Quality Improvement
Medi-Cal Billing Option
Medi-Cal Administration

Total U.S. Department of Health and Human Services

U.S. Department of Agriculture

National School Lunch Program

Total Federal Programs

See accompanying notes to
supplementary information.
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Entity Federal

Identifying Expend-

Number itures
13379 $ 1,085,169
13430 35,415
13682 80,020
13431 366
1,200,970
14329 2,025,188
14581 6,121
14880 90000
2,121,309
14328 258,061
13924 75,353
13804 2,399
14341 476,225
14334 10,063
14368 37,766
14347 67,529
14354 21,819
10084 177,176
10011 38,759
- 29,403
13977 3,750
14508 3,750
14109 15.000
4 322
14130 8,007
10013 77,550
- 52,797
138,354
13386 2.228.610
3 __6.006,286



WASHINGTON UNIFIED SCHOOL DISTRICT

RECONCILIATION OF UNAUDITED ACTUAL FINANCIAL REPORT
WITH AUDITED FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

There were no audit adjustment proposed to any funds of the District.

See accompanying notes to
supplementary information.
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WASHINGTON UNIFIED SCHOOL DISTRICT

SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS

General Fund

Revenues and other financing
sources

Expenditures
Other uses and transfers out

Total outgo

Change in fund balance
Ending fund balance
Available reserves

Designated for economic
uncertainties

Undesignated fund balances

Available reserves as percentages
of total outgo

All Funds
Total long-term liabilities

Average daily attendance at P-2,
excluding Adult

For the Year Ended June 30, 2008

(Budget)
2009 2008 2007 2006
§ 56105573 § 58988500 § 58154279 § 52,913.543
54,734,841 56,988,499 54,054,323 53,314,969
286,000 134,367 400,628
55,020,841 57,122,866 54,054,323 53,715,597
$ 1084732 § 1865643 § 4099056 §  (802,054)
$ 10872108 $ 9787376 $ 7921733 $ 3821777
$ 3702108 § 4833465 § 3500393 § 1,608,084
$§ 3285893 §$ 3413780 $ 1620910 § 1,608,084
$ 416215 § 1419685 § 1888483 §$ .
6.7% 8.4% 6.5 3.0%
$ 140144780 § 141371723 § 141120476 §$ 50.433.101
8,699 8,699 6,699 6,630

The General Fund fund balance has increased by $5,163,545 over the past three years, The District projects an
increase of $1,084,732 for the fiscal year ending June 30, 2009. For a district this size, the state requires available
reserves of at least three percent of total Genera! Fund expenditures, transfers out, and other uses. The District has

met this requirement.

The District has incurred operating surplus in two of the past three years, and anticipates an operating surplus durning

the 2008-2008 fiscal year.

Total long-term liabilities have increased by $90,938,622 over the past two years.

Average daily attendance has remained unchanged over the past two years. ADA is budgeted to remain the same

for fiscal year 2008-2008.

See accompanying notes to
supplementary information.

47



WASHINGTON UNIFIED SCHOOL DISTRICT
SCHEDULE OF CHARTER SCHOOLS
For the Year Ended June 30, 2008

Included in District
Financial Statements, or

Charter Schools Chartered by District Separate Report
West Sacramento Early College Prep Charter School Separate Report

See accompanying notes to
supplementary information.
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WASHINGTON UNIFIED SCHOOL DISTRICT
SCHEDULE OF EXCESS SICK LEAVE
For the Year Ended June 30, 2008

Contract or .
Bargaining Aqreement Title of Employee

There are currently no contracts that allow for
excess sick leave.

See accompanying notes to
supplementary information.
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WASHINGTON UNIFIED SCHOOL DISTRICT
NOTES TO SUPPLEMENTARY INFORMATION

PURPOSE OF SCHEDULES

A

Schedule of Average Daily Attendance

Average daily attendance is a measurement of the number of pupils attending
classes of the District. The purpose of attendance accounting from a fiscal
standpoint is to provide the basis on which apportionments of state funds are
made to school districts. This schedule provides information regarding the
attendance of students at various grade levels and in different programs.

Schedule of Instructional Time

The District has received incentive funding for increasing instructional time as
provided by the Incentives for Longer Instructional Day. This schedule
presents information on the amount of instructional time offered by the District,
and whether the District complied with the provisions of Education Code
Sections 46201 through 462086.

Schedule of Expenditure of Federal Awards

OMB Circular A-133 requires a disclosure of the financial activities of all
federally funded programs. This schedule was prepared to comply with A-133
requirements, and is presented on the modified accrual basis of accounting.

Reconciliation of Unaudited Actual Report with Audited Financial Statements

This schedule provides the information necessary to reconcile the Unaudited
Actual Financial Report to the audited financial statements.

Schedule of Financial Trends and Analysis

This schedule provides trend information on fund balances, revenues,
expenditures and average daily attendance, as required by the State
Controller's Office.

Schedule of Charter Schools

This schedule provides information for the California Department of Education
to monitor financial reporting by Charter Schools.

Schedule of Excess Sick Leave

This schedule provides information to the Califomia State Teachers' Retirement
System to monitor the granting of excess sick leave by school districts.
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WASHINGTON UNIFIED SCHOOL DISTRICT

NOTES TO SUPPLEMENTARY INFORMATION
(Continued)

EARLY RETIREMENT INCENTIVE PROGRAM
Education Code Section 14503 requires certain disclosure in the financial statements of
districts which adopt Early Retirement incentive Programs pursuant to Education Code

Sections 22714 and 44929, For the fiscal year ended June 30, 2008, the District did not
offer an Early Retirement Incentive Program.
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INDEPENDENT AUDITOR'S REPORT
ON COMPLIANCE WITH STATE L AWS AND REGULATIONS

Governing Board
Washington Unified School District
West Sacramento, California

We have audited the compliance of Washington Unified School District with the types of
compliance requirements described in the State of California's Standards and Procedures for
Audits of California K-12 Local Educational Agencies (the "Audit Guide") to the state laws and
regulations listed below for the year ended June 30, 2008. Compliance with the requirements
of state laws and regulations is the responsibility of Washington Unified School District's
management. Qur responsibility is to express an opinion on Washington Unified School
District's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
the State of California's Standards and Procedures for Audits of California K-12 Local
Educational Agencies. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the state laws and regulations listed
below occurred. An audit includes examining, on a test basis, evidence about Washington
Unified School District's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination
of Washington Unified School District's compliance with those requirements.

Audit Guide Procedures

Description Procedures Performed
Reguiar and Special Day Classes 8 Yes
Kindergarten Continuance 3 Yes
Independent Study 23 ' Yes
Continuation Education 10 Yes
Adult Education 9 Yes
Regional Occupational Center and Programs 6 No {see below)
Instructional Time:

School Districts 6 Yes

County Offices of Education 3 No (see below)
Community Day Schools 9 No (see below)
Morgan Hart Class Size Reduction 7 Yes
Instructional Materials:

General requirements 12 Yes

Grades K-8 1 Yes

Grades 9-12 1 Yes
Ratio of Administrative Employees to Teachers 1 Yes
Classroom Teacher Salaries 1 Yes
Early Retirement Incentive Program 4 No (see below)
Gann Limit Calculation 1 Yes
Schoo! Construction Funds:

School District Bonds 3 No (see beiow)

State School Facilities Funds 1 Yes
Excess Sick Leave 2 Yes
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INDEPENDENT AUDITOR'S REPORT
ON COMPLIANCE WITH STATE LAWS AND REGULATIONS

(Continued)
Audit Guide Procedures

Description Procedures Performed
Notification of Right to Elect California State Teachers

Retirement System (CalSTRS) Membership 1 Yes
Proposition 20 Lottery Funds 2 Yes
State Lottery Funds 2 Yes
California School Age Families Education {Cal-SAFE) Program 3 Yes
School Accountability Report Card 3 No (see below)
Mathematics and Reading Professional Development 4 Yes -
Class Size Reduction Program:

General requirements 7 Yes

Option one ctasses 3 Yes

Option two classes 4 No (see below)

Districts with only one school serving K-3 4 No (see below)

After Schoot Education and Safety Program:

General requirements 4 Yes

After school 4 Yes

Before school 5 No (see below)
Contemporaneous Records of Attendance,

for charter schools 1 No {see below)
Mode of instruction, for charter schools 1 No (see below)
Nonclassroom-Based Instruction/Independent Study,

for charter schools 15 No (see below)
Determination of Funding for Nonclassroom-Based

Instruction, for charter schools 3 No (see below)
Annual Instructional Minutes - Classroom-Based,

for charter schools 3 No (see below)

The District's does note operate a ROC/P Program or Community Day School;
therefore, we did not perform any procedures retated to ROC/P or Community Day School.

The School District is not a County Office of Education; therefore, we did not perform
any procedures related to County Office Instructional Time Incentives.

The District does not offer an Early Retirement Incentive Program pursuant to Education
Code Sections 22714 or 44829, therefore, we did not perform steps a through d.

The District did not make any expenditures of General Obligation Bond funds in the
current year, therefore we did not perform steps a(1) through a(3)

The 2007-2008 School Accountability Report Cards specified by Education Code
Section 33126 are not required to be completed, nor were they completed, prior to the
completion of our audit procedures for the year ended June 30, 2008. Accordingly, we could
not perform the portions of the audit steps (a), (b) and (c} of Section 19837 of the 2007-2008
Audit Guide relating to the comparison of tested data from the 2007-2008 fiscal year to the
2007-2008 School Accountability Report Cards.

The District does not participate in Option Two of the Class Size Reduction Program;
therefore, we did not perform any procedures related toe Class Size Reduction - Option Two.
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INDEPENDENT AUDITOR'S REPORT
ON COMPLIANCE WITH STATE L AWS AND REGULATIONS
(Continued)

The District does not have only one school serving grades K through 3; therefore, we
did not perform any procedures relating to Class Size Reduction Program - Districts with only
one school serving grades K through 3.

The District does not operate a before schoo! program; therefore, we did not perform
procedures b(2) through b(4) under the After School Education and Safety Program.

The District does not have any Charter Schoois that are not separately reported;
therefore, we did not perform any of the testing required by Article 4 of the Audit Guide.

In our opinion, Washington Unified School District complied with the state laws and
regulations referred to above for the year ended June 30, 2008, except as described in the
Schedule of Audit Findings and Questioned Costs section of this report. Further, based on our
examination, for items not tested, nothing came to our attention to indicate that Washington
Unified School District had not complied with the state laws and regulations.

This report is intended solely for the information of the Govermning Board, management,
the State Controller's Office, the California Department of Education and the California
Department of Finance, and is not intended to be and should not be used by anyone other than
these specified parties. However, this report is a matter of public record and its distribution is
not limited.

E,Ngfsm'-’ﬂh s

Sacramento, California
December 11, 2008



INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

Governing Board
Washington Unified School District
West Sacramento, California

We have audited the financial statements of Washington Unified School District as of
and for the year ended June 30, 2008, and have issued our report thereon dated December 11,
2008. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Washington Unified School
District's internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of Washington Unified School
District's internal control over financial reporting. Accordingly, we do not express an opinion of
the effectiveness of Washington Unified School District's internal control over financial
reporting.

A control deficiency exists when the design or operation of a control does not allow
management or empioyees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the District's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the District's financial statements that is more than inconsequential will not be
prevented or detected by the District's internal control.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of the
financial statements will not be prevented or detected by the District's internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS
(Continued)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Washington Unified Schoo!
District's financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

This report is intended sofely for the information of the Govemning Board, management,
the California Department of Education, the California State Controller's Office and federal
awarding agencies and pass-through entities, and is not intended to be and should not be used
by anyone other than these specified parties. However, this report is a matter of public record
and its distribution is not limited.

Peﬂj-mef’ﬂ'\ Uj

Sacramento, California
December 11, 2008
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Governing Board
Washington Unified School District
West Sacramento, California

Compliance

We have audited the compliance of Washington Unified School District with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplemment that are applicable to each of its major federal
programs for the year ended June 30, 2008. Washington Unified School District's major federal
programs are identified in the summary of auditor's results section of the accompanying
Schedule of Audit Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts and grant agreements applicable to each of its major federal programs is
the responsibility of Washington Unified School District's management. Our responsibility is to
express an opinion on Washington Unified School District's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Washington Unified
School District's compliance with those requirements and performing such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. OQur audit does not provide a legal determination on
Washington Unified Schoo! District's compliance with those requirements.

In our opinion, Washington Unified School District complied, in all material respects, with
the requirements referred to above that are applicable to each of its major federal programs for
the year ended June 30, 2008.

Internal Control Over Compliance

The management of Washington Unified School District is responsible for establishing
and maintaining effective internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal programs. In planning and performing
our audit, we considered Washington Unified School District's internal control over compliance
with requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on
compliance but, not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of
Washington Unified School District's internal control over compliance.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133
(Continued})

tnternal Control Over Compliance (Continued)

A control deficiency in the District's internal control over compliance exists when the
design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the District's
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the District's internal control.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that material noncompliance with a
type of compliance requirement of a federal program will not be prevented or detected by the
District's internal control.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above,

This report is intended solely for the information of the Governing Board, management,
the California Department of Education, the California State Controller's Office and federal
awarding agencies and pass-through entities, and is not intended to be and should not be used
by anyone other than these specified parties. However, this report is a matter of public record
and its distribution is not limited.

Puf\y’s en i A0

Sacramento, Califomia
December 11, 2008
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FINDINGS AND RECOMMENDATIONS



WASHINGTON UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2008
SECTION [ - SUMMARY OF AUDITOR'S RESULTS

FINANCIAL STATEMENTS
Type of auditor's report issued: Ungualified
Internal control over financial reporting:
Material weakness(es) identified? : Yes X No
Significant deficiency(ies} identified not considered
to be material weakness{es)? Yes X ___ None reported
Noncompliance material to financial statements
noted? Yes X__ No
FEDERAL AWARDS
Internal controi over major programs:
Material weakness(es) identified? Yes X No
Significant deficiency(ies) identified not considered
to be material weakness(es)? Yes X___ None reported

Type of auditor's report issued on compliance for
major programs: Unqualified

Any audit findings disclosed that are required to be
reported in accordance with Circular A-133,
Section .510(a)? Yes X _ No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
10.555 National Schoel Lunch Program

Dollar threshold used to distinguish between Type A

and Type B programs: 3 300,000
Auditee qualified as low-risk auditee? X  Yes No
STATE AWARDS
internal control over state programs:;
Material weakness(es) identified? Yes X __No
Significant deficiency(ies) identified not considered
to be material weaknesses? Yes X___ None reported

Type of auditor's report issued on compliance for
state programs: Qualified
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WASHINGTON UNIFIED SCHOCL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
(Continued)

Year Ended June 30, 2008

SECTION Ii - FINANCIAL STATEMENT FINDINGS

INTERNAL CONTROL - CAPITAL ASSETS (30000)

Criteria

Best practices for internal controls and District policies and procedures.
Condition

Science materials and supplies purchased during the start-up of Stonegate Elementary
were improperly capitalized as fixed assets during the year ended June 30, 2008.

Effect
Overstatement of fixed assets.
Cause

Clerical error.

Fiscal Impact

The extrapolated error of these improperly capitalized expenditures is an overstatement
of fixed assets in the amount of $53,353.

Recommendation

Management should implement policies and procedures to ensure that only
expenditures in accordance with the District's capitalization policy are being capitalized
to fixed assets. Further, management should review items capitalized in large projects
to ensure that inventory and supplies are not included in the capitalized project total.

Corrective Action Pian

Management will review the improperly capitalized expenditure for verification of the
overstated fixed asset amount of $53,353. We will check that the expenditure is below
the District capitalization threshold and will revise the District's fixed assets schedules to
reflect the correct capitalization amounts. As a precautionary measure, we will revisit
the District capitalization policy and conduct a review of capitalized items for several of

the large facilities projects in the District. We will check to make sure that inventory and
supplies are not included in capitalized project totals.

INTERNAL CONTROL - ASSOCIATED STUDENT BODY (30000)
Criteria
Internal Controls - Safeguarding of Assets
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WASHINGTON UNIFIED SCHOOL DISTRICT

SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
{Continued)
Year Ended June 30, 2008

SECTION i - FINANCIAL STATEMENT FINDINGS
(Continued)

INTERNAL CONTROL - ASSOCIATED STUDENT BODY (30000) (Continued)
Condition

At Westmore Elementary School, there was no documented approval of expenditures.
At Golden State Elementary School, there was no documented approval of activities.

Effect
There exists the risk that ASB funds could potentially be misappropriated.

Cause

The appropriate internal contro! procedures were not followed.

Fiscal Impact
Not applicabie.

Recommendation

Management should ensure that all expenditures at sites have an expenditure approval
form and must be approved by a higher authority at the site. In addition, management
should ensure that all activities be approved by the student council and principal at the
site. Furthermore the site must maintain records of approval.

orrective Action Plan

Westmore Oaks Elementary finding of no approval documentation on expenditure items
will be discussed with the site principal. At this time there is no site ASB advisor. The
District office will provide training and assistance to the site administrators and future
advisors to ensure correct policies and procedures as related to student council
expenditures are being followed. The District office will make site administrators aware
of ongoing outside workshops and trainings and will encourage ASB advisors and
administrators to attend.

Golden State Middle School closed its doors on June 4, 2008, the last instructional day
of the 2007/08 school year. Golden State ASB checking account activity ended at that
time also. Since that date the final checking account reconciliation was done. The
balance of all remaining funds in the checking account were transferred to Riverbank
Elementary School, the new elementary schocl that occupies the site of the old Golden
State Middle School campus. Riverbank Elementary is still in the process of forming an
associated student body with an ASB advisor and student representatives. They will be
opening a checking account shortly, and at that time the remaining funds from the
Golden State Middle School ASB checking account will be transferred to the Riverbank
Elementary ASB checking account.
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WASHINGTON UNIFIED SCHOOL DISTRICT

SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
(Continued)
Year Ended June 30, 2008

SECTION Il - FINANCIAL STATEMENT FINDINGS
{Continued)

INTERNAL CONTROL - ASSOCIATED STUDENT BODY (30000) (Continued)

Corrective Action Plan (Continued)

The District office will provide training to the ASB advisors and site administrators at
Rvierbank Elementary to ensure that they have correct policies and procedures to
follow. The District office will also make site administrators aware of ongoing outside
workshops and trainings and will encourage site advisors and administrators to attend.

The District office will continue to monitor ASB activities of all school sites and verify that
all activities are approved by the student council advisors and site administrators. We
will verify that sites maintain records of approval and that all receipts and expenditures
are approved by a site ASB advisor or site administrator. The District office will continue
to provide assistance as needed by site advisors and administrators, and we will make
ourselves available to assist site personnel with any ASB questions or concerns they
may have.
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WASHINGTON UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
(Continued)

Year Ended June 30, 2008

SECTION 1l - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No matters were reported.
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WASHINGTON UNIFIED SCHOOL DISTRICT
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
(Continued)

Year Ended June 30, 2008

SECTION IV - STATE AWARD FINDINGS AND QUESTIONED COSTS

ATTENDANCE - ANNUAL REPORT OF ATTENDANCE (10000}

Criteria

Attendance Accounting and Reporting in California Public Schools, Title 5, CCR,
Sections 401 and 421 (b), and Education Code Section 44809 — Each LEA must
develop and maintain accurate and adequate records to support the attendance
reported to the State.

Condition

Line item A-10 on the Annual Report of Attendance did not agree to supporting
documentation. The Annual reported 7.87 ADA for elementary and 5.49 for high school,
while it should have reported 8.58 and 5.98, respectively.

Effect

Understatement of ADA.

Cause

The misstatement is the result of a clerical error.

Fiscal {mpact

None.

Recommendation

The District should revise and resubmit the Annual Reports of Attendance, reflecting this
misreporting of the above ADA.

Corrective Action Plan

The District will revise and re-submit the Annual Report of Attendance to reflect the
additional ADA.
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WASHINGTON UNIFIED SCHOOL DISTRICT

STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS

Year Ended June 30, 2008

District Explanation

Finding/Recommendation Current Status If Not Implemented
2007-1 Implemented.
There is no proof of review of the Cash in
County Treasury Report.
Management should formally approve the
Cash in County Treasury Report after
review.
2007-2 Partially implemented. See current year finding
#2,

At Evergreen Elementary School:

Receipt books are not used.

A log is not maintained of receipt
books issued to each specific student
organization.

Deposit slips are not performed by the
person responsible for ASB, but
rather cash receipts are delivered to
the District office for deposit.

No documentation is retained to
indicate that invoices have been
approved by the  appropriate
individuals.

Received items are not checked in by
anyone to ensure all items ordered
were in fact received.

The ASB account is combined with
the school checking account.
Statements of financial activity are not
prepared.

Monthly bank reconciliations are not
signed or initialed by the reviewer or
the preparer.

At Westfield Elementary School:

Receipt books are not used.

A log is not maintained of receipt
books issued to each specific student
organization.

Receipts are not issued to teachers
when the cash is tumed in to the
Principal.

Deposit slips are not maintained,
showing a detail of each bank deposit.
No documentation is retained to
indicate that invoices have been
approved by the  appropriate
individuals.
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WASHINGTON UNIFIED SCHOOL DISTRICT

STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS

{Continued)

Year Ended June 30, 2008

Finding/Recommendation

Current Status

District Explanation
If Not Implemented

2007-2 (Continued)

At Westfield Elementary  School:

{Continued)

» Received items are not checked in by
anyone to ensure all items ordered
were in fact received.

« A defail of the ASB account is not
prepared, showing the balance and
activity of each grade level.

+ Statements of financial activity are not
prepared.

« Monthly bank reconciliations are not
being performed.

Receipt books should be issued to each
specific student organization and a log of
receipt books issued should be
maintained. The log should include the
starting and ending receipt numbers for
the period that each student group was in
possession of the receipt book. A receipt
should be issued by the ASB advisor or
Principal at the time money is tumed in for
deposit. If cash is turned in for deposit,
this receipt should be initialed by both the
ASB advisor and the club representative
or individual turning it in for deposit, as
evidence that the cash was counted in
dual custody. Deposit slips should be
performed by an appropriate individual
involved with the ASB (i.e. advisor,
principal, etc.).

All student organizations should have
separate bank accounts established
independent of the school checking
account. Statement of financial activity
should be prepared and reviewed on a
monthly  basis. Additionally, bank
reconciliations should be performed
monthly and reviewed. Both the preparer
and reviewer should initial or sign the
reconciliation as evidence of segregation
of duties.

66



WASHINGTON UNIFIED SCHOOL DISTRICT

STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS

{Continued)

Year Ended June 30, 2008

Finding/fRecommendation

Current Status

District Explanation
if Not Implemented

2007-2 (Continued)

Approved invoices should be propetly
documented with the date and names and
position of the individuals who approved
the invoice. Any items ordered from a
vendor should be checked in as received
on the invoice and the individual
responsible for checking in items should
sign the invoice.

2007-3

At River City High School, one of three
selected teachers was instructing, without
proper authorization, a class in which
more than 20 percent of pupils were
limited-English-proficient pupils.

At Golden State Middle School, one of
three selected teachers was instructing,
without proper authorization, a class in
which more than 20 percent of pupils were
limited-English-proficient pupils.

The District should monitor each teacher's
authorization(s} for their ability to teach
limited-English-proficient  pupils  under
state requirements.

20074

One student enrolled for a second year in
Kindergarten did not have the proper
State approved Kindergarten continuance
form.

The District should revise and re-submit
the Period Two and Annual Reports of
Aftendance.

2007-5

The District held its public hearing on
October 26, 2006, which is nine weeks
after the District's first day of School which
was August 23, 2006.

We recommend the District hold this
meeting within the allotted time stated by
the State Department of Education.

Implemented.

Implemented.
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WASHINGTON UNIFIED SCHOOL DISTRICT

STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS

{Continued)

Year Ended June 30, 2008

Finding/Recommendation

Current Status

District Explanation
if Not implemented

2007-6

The Average Class Size Report provided
as supporting documentation did not
agree to the Form J-7 CSR. The Form J-
7 CSR included pupils that were in the 4th
grade as a part of the 3/4 combination
class. At Alyce Norman Elementary
School, five pupils in the 4th grade were
included and at Evergreen Elementary
School, eleven pupils in the fourth grade
were included.

The District should submit a revised Form
J-7 CSR to remove the sixteen 4th grade
pupils, thus, reducing the Class Size
Reduction Program funding by $16,384,
In addition, a detailed review should be
performed by an individual other than the
preparer {0 ensure that the correct
number of pupils are claimed.

2007-7

The annual attendance report (Form C)
for the Cal-SAFE program did not
reconcile to supparting documentation.

The District should review Cal-SAFE
forms prior to submission in order to
ensureé accuracy and completeness.
Additionally, the District should revise and
re-submit the Cal-SAFE reporting form.

Implemented.

Implemented.
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APPENDIX B

FORM OF CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by
the WASHINGTON UNIFIED SCHOOL DISTRICT (the “District”) in connection with the issuance by the
Board of Supervisors of Yolo County (the “Board”} in the name of the District of $2,725,000 Washington
Unified Scheol District (Yolo County, California) 2009 Tax and Revenue Anticipation Notes (the “Notes”).
The Notes are being issued pursuant to a resolution adopted by the Board of Education of the District on
October 8, 2009, and a resolution adopted by the Board on October 27, 2009 (coliectively, the
“Resolution”). The District covenants and agrees as follows:

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

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

“Bencficial Owner” shall mean any person which (a) has the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of, any Notes (including persons holding Notes
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any Notes for
federal income tax purposes.

“Dissemination Agent” shall mean the District or any successor Dissemination Agent designated in
writing by the District and which has filed with the District a written acceptance of such designation. In
the absence of such a designation, the District shall act as the Dissemination Agent.

“EMMA” or “Electronic Municipal Market Access” means the centralized on-line repository system
located at www.emma.msrb.org for documents filed with the MSRB pursuant to the Rule, such as official
statements and disclosure information relating to municipal bonds, notes and other securities as issued
by state and local governments.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“MS5RB” means the Municipal Securities Rulemaking Board, which has been designated by the
Securities and Exchange Commission as the sole repository of disclosure information for purposes of the
Rule, or any other repository of disclosure information which may be designated by the Securities and
Exchange Commission as such for purposes of the Rule in the future.

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

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Authority under
the Securities Exchange Act of 1934, as the same may be amended from time to time.
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Section 3. Reporting of Significant Events.

(a) Listed Events. Pursuant to the provisions of this Section 5, the District shall give, or cause to be
given, notice of the occurrence of any of the following events with respect to the Notes, if material:

(i)  Principal and interest payment delinquencies.
(i)  Non-payment related defaults.
(iii)  Unscheduled draws on debt service reserves reflecting financial difficulties.
(iv) Unscheduled draws on credit enhancements reflecting financial difficulties.
(v)  Substitution of credit or liquidity providers, or their failure to perform.
(vi)  Adverse tax opinions or events affecting the tax-exempt status of the security.
(vii)  Modifications to rights of security holders.
{viii)  Contingent or unscheduled bond calls.
(ix) Defeasances.
(x)  Release, substitution, or salc of property securing repayment of the securities.
{xi)  Rating changes.

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

(c) Notice to Dissemination Agent. If the District has determined that knowledge of the occurrence
of a Listed Event would be material under applicable federal securities laws, the District shall promptly
notify the Dissemination Agent (if other than the District} in writing. Such notice shall instruct the
Dissemination Agent to report the occurrence pursuant to subsection (d).

(d) Notice of Listed Events. The District shall file, or cause the Dissemination Agent to file, a notice
of the occurrence of a Listed Event, if material, with EMMA, in a readable PDF or other electronic format
as prescribed by EMMA, with a copy to the Participating Underwriter. Notwithstanding the foregoing,
notice of Listed Events described in subsections (a)(viii) and (ix) (defeasances} need not be given under
this subsection any earlier than the notice (if any) of the underlying event is given to Noteholders of
affected Notes.

Section 4. ldentifying Information for Filings with EMMA. All documents provided to EMMA

under this Disclosure Certificate shall be accompanied by identifying information as prescribed by the
MSRB.

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

Section 6. Dissemination Agent.

{a) Appointment of Dissemination Agent. The District may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may
discharge any such agent, with or without appointing a successor Dissemination Agent. If the
Dissemination Agent is not the District, the Dissemination Agent shall not be responsible in any manner
for the content of any notice or report prepared by the District pursuant to this Disclosure Certificate. The
initial Dissemination Agent shall be the District.

(b) Compensation of Dissemination Agent. The Dissemination Agent shall be paid compensation by
the District for its services provided hereunder in accordance with its schedule of fees as agreed to
between the Dissemination Agent and the District from time to time and all expenses, legal fees and
advances made or incurred by the Dissemination Agent in the performance of its duties hereunder. The
Dissemination Agent shall not be deemed to be acting in any fiduciary capacity for the District, Holders
or Beneficial Owners, or any other party. The Dissemination Agent may rely and shall be protected in
acting or refraining from acting upon any direction from the District or an opinion of nationally

Appendix B
Page 2



recognized bond counsel. The Dissemination Agent may at any time resign by giving written notice of
such resignation to the District.

Section 7. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the District may amend this Disclosure Certificate (and the Dissemination Agent shall agree to
any amendment so requested by the District that does not impose any greater duties or risk of liability on
the Dissemination Agent), and any provision of this Disclosure Certificate may be waived, provided that
the following conditions are satisfied:

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

(b) Compliance as of Issue Date. The undertaking, as amended or taking into account such waiver,
would, in the opinion of a nationally recognized bond counsel, have complied with the requirements of
the Rule at the time of the original issuance of the Notes, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

() Consent of Holders; Non-impairment Opinion. The amendment or waiver either (i) is approved by
the Noteholders in the same manner as provided in the Indenture for amendments to the Indenture with
the consent of Noteholders, or (ii) does not, in the opinion of nationally recognized bond counsel,
materially impair the interests of the Noteholders or Beneficial Owners.

Section 8. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the District from disseminating any other information, using the means of dissemination set forth
in this Disclosure Certificate or any other means of communication, or including any other information in
any notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure
Certificate. If the District chooses to include any information in any notice of occurrence of a Listed Event
in addition to that which is specifically required by this Disclosure Certificate, the District shall have no
obligation under this Disclosure Certificate to update such information or include it in any future notice
of occurrence of a Listed Event.

Section 9. Default. In the event of a failure of the District to comply with any provision of this
Disclosure Certificate, any Noteholder or Beneficial Owner may take such actions as may be necessary
and appropriate, including seeking mandate or specific performance by court order, to cause the District
to comply with its obligations under this Disclosure Certificate. The sole remedy under this Disclosure
Certificate in the event of any failure of the District to comply with this Disclosure Certificate shall be an
action to compel performance.

Section 10. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination Agent
shall have only such duties as are specifically set forth in this Disclosure Certificate, and the District
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents,
harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or
performance of its powers and duties hereunder, including the costs and expenses (including attorneys
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s
negligence or willful misconduct. The obligations of the District under this Section shall survive
resignation or removal of the Dissemination Agent and payment of the Notes.

Section 11. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the District,
the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time
to time of the Notes, and shall create no rights in any other person or entity.

Date: [Closing Date]
WASHINGTON UNIFIED SCHOOL DISTRICT

By

Authorized Officer

Appendix B
Page 3



APPENDIX C

FORM OF OPINION OF BOND COUNSEL



APPENDIX C

FORM OF FINAL OPINION OF BOND COUNSEL

[Letterhead of Quint & Thimmig LLP]

[Closing Date]

Board of Education

Washington Unified School District
930 Westacre Road

West Sacramento, California 95691

OPINION:  $2,725,000 Washington Unified School District (Yelo County, California) 2009 Tax and
Revenue Anticipation Notes

Members of the Board of Education:

We have acted as bond counsel to the Washington Unified School District (the “District”) in
connection with the issuance by the Board of Supervisors of Yolo County (the “Board”) of $2,725,000
principal amount of Washington Unified School District (Yolo County, California) 2009 Tax and Revenue
Antidpation Notes, dated November 24, 2009 (the “Notes"), pursuant to Artide 7.6 {(commencing with
section 53850), Chapter 4, Part 1, Division 2, Title 5 of the California Government Code, a resolution adopted
by the Board of Education of the District on October 8, 2009 (the “District Resolution”), and a resolution
adopted by the Board on October 27, 2009 {the “Board Resolution” and, collectively, the “Resolutions”). We
have examined the law and such certified proceedings and other papers as we deemed necessary to render
this opinion.

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

Based upon our examination, we are of the opinion, as of the date hereof, that:

1. The District is duly created and validly existing as a school district with the power to perform its
obligations under the District Resolution, to cause the Board to issue the Notes in its name and to perform its
obligations under the Board Resolution and the Notes.

2. The District Resolution has been duly adopted by the District. The Board Resolution has been
duly adopted by the Board and creates a valid first lien on the funds pledged under the Board Resolution
for the security of the Notes.

3. The Notes have been duly authorized, issued and delivered by the Board and are valid and
binding general obligations of the District enforceable in accordance with their terms.

4. Subject to the District’s compliance with certain covenants, interest on the Notes (i) is excludable
from gross income of the owners thereof for federal income tax purposes, (ii) is not included as an item of tax
preference in computing the alternative minimum tax for individuals and corporations under the Internal
Revenue Code of 1986, as amended (the “Code”), and (iii) interest on the Notes is not taken into account in
computing adjusted current earnings, which is used as an adjustment in determining the federal alternative
minimum tax for certain corporations. Failure to comply with certain of such covenants could cause interest
on the Notes to be indudable in gross income for federal income tax purposes retroactively to the date of
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issuance of the Notes. It is also our opinion that the Notes are “qualified tax exempt obligations” under
section 265(b)(3) of the Code.

5.Interest on the Notes is exempt from personal income taxation imposed by the State of California.

Ownership of the Notes may result in other tax consequences to certain taxpayers, and we express
noopinion regarding any such collateral consequences arising with respect to the Notes.

The rights of the owners of the Notes and the enforceability of the Notes and the Resolution may be
subject to bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’
rights heretofore or hereafter enacted and also may be subject to the exercise of judicial discretion in
accordance with general principles of equity.

In rendering this opinion, we have relied upon certifications of the District and others with respect
to certain material facts. Our opinion represents our legal judgment based upon such review of the law and
the facts that we deem relevant to render our opinion and is not a guarantee of a result. This opinion is given
as of the date hereof and we assume no obligation to revise or supplement this opinion to reflect any facts or
circumstances that may hereafter come to our attention or any changes in law that may hereafter occur.

Respectfully submitted,
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COUNTY OF YOLO

INVESTMENT POLICY
2009
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Proposed by:
Auditor-Controller Treasurer-Tax Collector

Reviewed by:

County Treasury Oversight Committee
November 5, 2008

Approved by:

Board of Supervisors
November 18, 2008



V.

County of Yolo
Investment Policy
2009

Introduction

This document is known as the annual investment policy and represents the policies of
the board of supcrvisors of the County of Yolo related to the investment of funds under
the control of the county trcasury.

This policy is prepared annually by the county treasurer in accordance with the California
Government Code and prudent asset management principles. Pursuant to Government
Codc scctions 27133 and 53646 this policy has been reviewed by the County Treasury
Oversight Committec and approved by the Board of Supervisors at a public mecting.

Scope

This policy applics to the investment activitics of the County and those investment
activitics performed by County personnel and officials for any local agency, public
agency, public entity or public official that has funds on decposit in the county treasury.
The terms "County” and "county treasury pool” arc used interchangeably and include all
such funds so invested. The investment of bond procceds will be governed by the
provisions of rclevant bond documents.

Standard of Care

Investments shall be made with judgment and care, under circumstances then prevailing,
which persons of prudence, discretion, and intelligence excrcise in the management of
their own affairs, not for speculation, but for investment, considering the probable safety
of their capital as well as the probable income to be derived.

The standard of prudence to be used by investment officials shall be the "prudent person”
standard and shall be applied in the context of managing an overall portfolio. Investment
officers acting in accordance with written procedurcs and the investment policy and
exercising due diligence shall be relicved of personal responsibility for an individual
sceurity's credit risk or market price changes, provided deviations from cxpectations arc
reported in a timcly fashion and appropriatc action is taken to control adverse
developments.

Public Trust

All participants in the investment process shall seck to act responsibly as custodians of
the public trust. Investment officials shall avoid any transaction that might impair public
confidence in the County's ability to govern cffectively.

Objectives

The primary objectives, in descending priority order, of the investment activities of the
County shall be:

Safety. Safcty of principal is the forcmost objective of the investment program.
Investments of the County shall be undertaken in a manner that secks to ensure
preservation of capital in the portfolio.
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VL.

Vil.

County of Yolo
Investment Policy
2009

Liguidity. The investment portfolio shall be maintained in such a manner as to provide
sufficient liquidity to mect the operating requircments of any of the participants.

Return on Investment. The investment portfolio of the County shall be designed with the
objcctive of attaining a market rate of retum on its investments consistent with the
constraints imposcd by its safety objective and cash flow considerations.

Delegation of Authority

Subject to Section 53607 the authority of the Board of Supervisors to invest or to reinvest
funds of the pooled investments, or to sell or exchange securities so purchased, may be
dclegated for a onc-year period by ordinance in accordance with Government Code
Scctions 27000.1 and 27000.3.

Since 1999 the Board of Supervisors has designated the Auditor-Controlier as its agent
authorized to make investment decisions in consultation with the Audit-Fiscal Committee
of the Board after considering the stratcgy proposed by the investment advisor.,

Ethics and Conflict of Interest

Officers and employees involved in the investment process shall refrain from personal
business activitics that could conflict with proper exccution of the investment program, or
which could impair their ability to make impartial decisions.

Individuals performing the investment function and members of the County Treasury
Oversight Committee (CTOC) shall maintain the highest standards of conduct. These
individuals should follow the Code of Ethics for Procurement approved by the Board of
Supervisors and comply with all rclevant provisions of the Political Reform Act,
especially the requircments of Chapter 7 — Conflict of Interest and Chapter 9.5 - Ethics.
The key requirements arc listed below:

a. Officers, employces and members of the CTOC involved in the investment
process shall refrain from personal business activity that could conflict with the
proper exccution and management of the investment program, or that could affect
their ability to make impartial decisions.

b. Officers, employces and members of the CTOC shall refrain from undertaking
personal investment transactions with the same individual with whom business is
conducted on behalf of the County.

c. Officers, employees and members of the CTOC shall not accept gifts or gratuitics
with a value exceeding $390 in any onc year from any bank, broker, dealer, or
any other person, firm, or organization who conducts business with thc County
Treasurer.

d. No members of the Board of Supervisors or any person with investment decision-
making authority in the County Administrator’s office or the Auditor-Controller
and Treasurer-Tax Collector’s office may serve on the board of directors or any
committee appointed by the board or the credit committec or supervisory
committee of a state or federal credit union which is a depository for County
funds.
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County of Yolo
Investment Policy
2009

Internal Controls

Internal control procedurcs shall be cstablished and maintained by the Treasurer that
provide rcasonablc assurance that the investment objectives arc met and to ensure that the
asscts arc protected from loss, thefl, misuse, or mismanagement. The internal controls
shall be reviewed as part of the regular annual independent audit.  The controls and
procedures shall be designed to prevent employce crror, misrcpresentations by third
partics, and imprudent or illegal actions by employces or officers of the County.

Authorized Financial Dealers and Qualified
Institutions

The County may secure the scrvices of an Investment Adviscr. Precautionary contractual
language with such an adviser shall include: dclivery versus payment mcthods, third-
party custody arrangements, prohibitions against sclf-dealings, independent audits, and
other appropriate internal control mecasurcs as deemed nccessary by the Auditor
Controller and Treasurer-Tax Collector.

The County or the County’s Investment Advisor, shall maintain a list of authorized
broker/dealers and financial institutions which are approved for investment transaction
purposcs, and it shall be the policy of the County to purchase sccuritics only from those
authorized institutions or firms. Authorizcd brokers/dcalers must cither (i) be classified
as Reporting Dealers affiliated with the New York Federal Reserve Bank as Primary
Dcalers or (ii) be registered to conduct business in the State of California and be licensed
by the state as a broker-dealer, as defined in Section 25004 of the Corporations Code.

No broker/dealer shall be selected which has within any consccutive 48-month period
madc a political contribution to the local auditor-controller, treasurcr-tax collector or to
any member of the Board of Supervisors or to any candidate for thesc offices in an
amount cxcecding the limitations contained in Rule G-37 of the Municipal Sccuritics
Rulemaking Board.

Permitted Investment Instruments

1. United States Treasury Obligations. Government obligations for which the full
faith and credit of the United States arc pledged for the payment of principal and
intcrest.

2. Federal Agency Obligations. Fcderal agency or United States government-
sponsorcd enterprise obligations, participations, or other instruments, including those
issucd by or fully guarantced as to principal and intcrest by federal agencics or
United States government-sponsored cnterpriscs.

3. California Municipal Obligations. Obligations of the State of Califorma, this local
agency or any local agency within the state, including bonds payable solely out of
revenucs from a revenue-producing property owned, controlled or operated by the
state, this local agency or any local agency or by a department, board. agency or
authority of the statc or any local agency; provided that the obligations arc approved
by a Board of Supervisors resolution, unless rated in onc of the two highest

Page 4 of 10



County of Yolo
Investment Policy
2009

catcgories by Moody's or Standard and Poor's. Any investment in obligations of this
local agency shall be in a ratio proportionate to the County’s share of the pooled
investments.

Repurchase Agreements. Agreements to be used solcly as short-term investments
not to exceed 90 days.

The County may cnter into Repurchase Agrcements with primary dealers in U.S.
Government sccuritics who are ecligible to transact busincss with, and who report to,
the Federal Rescrve Bank of New York.

The following collateral restrictions will be observed: Only U.S. Treasury sccurities
or Federal Agency sccuritics, as described in X.1 and X.2, will be acceptable
collateral.

All securitics underlying Repurchase Agreements must be delivered to the County's
custodian bank versus paymcnt or be handled under a properly exccuted tri-party
repurchase agreement. The total market value of all collatcral for cach Repurchase
Agreement must cqual or exceed, 102 percent of the total dollar valuc of the money
invested by the County for the term of the investment. For any Rcepurchasc
Agrecment with a term of more than one day, the value of the underlying sccuritics
must be revicwed at least weckly.

Market value must be calculated cach time there is a substitution of collateral.

The County or its trustee shall have a perfected first security interest under the
Uniform Commercial Code in all securitics subjcct to Repurchase Agreement.

The County will have properly exccuted a PSA agrecment with each counter party
with which it enters into Repurchase Agrcements.

Banker's Acceptances. Issucd by domestic or forcign banks, the short-term paper of
which is rated in the highest category by Moody's Investors Services or by Standard
& Poor's Corporation,

Purchases of Banker's Acceptances may not exceed 180 days maturity or 40 percent
of the County's investment portfolio. No morc than 10 percent of the County's
investment portfolio may be invested in thec Banker's Acceptances of any onc
commercial bank.

Commercial Paper. Of prime quality of the highest ranking or of the highest letter
and numbcr rating as provided for by a nationally recognized statistical-rating
organization (NRSRO). The entity that issucs the commercial paper shall meet all of
the following conditions shown in cither paragraph (1) or paragraph (2):

1. The entity mects the following criteria:
A. Is organized and operating in the United States as a gencral
corporation.
B. Has total assets in excess of five hundred million dollars
(5500,000,000).
C. Has dcbt other than commercial paper, if any, that is rated “A” or

higher by a nationally recognized statistical-rating organization
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2. The entity mects the following criteria:
A. Is organized within the United States as a spccial purpose

corporation, trust, or limited liability company.

B. Has program wide credit cnhancements inciuding, but not
limited to, over collateralization, letters of credit, or surety bond.

C. Has commercial paper that is rated “A-1" or higher, or the
cquivalent, by a nationally rccognized statistical-rating
organization (NRSRO).

Purchascs of cligible commercial paper may not cxceced 270 days maturity.

No morc than 40 percent of the County’s investment portfolio may be invested in
cligible commercial paper and no more than 10 percent of the portfolio may be
invested in any onc issucr’s commercial paper.

Medium-Term Corporate Notes. Notes issucd by corporations organized and
opcrating within the United States or by depository institutions licensed by the U.S.
or any statc and operating within the U.S. Medium-term corporate notes shall be
rated in a rating category "A" or its cquivalent by a nationally rccognized rating
scrvice if the term to maturity from the date of purchasc is 3 years or less. If the term
to maturity at the time of purchasc is between 3 and 5 years then the rating shall be
“AA” or better by a nationally recognized rating scrvice.

Purchasc of medium-term corporate notes may not exceed 30 percent of the County's
investment portfolio. No more than 10 percent of the County's investment portfolio
may be invested in any onc issucr.

Non-Negotiable Certificates of Deposit. FDIC insurcd or fully collateralized time
certificates of deposit in financial institutions located in California, including U.S.
branches of foreign banks licensed to do business in Califormia.  All time deposits
must be collateralized in accordance with California Government Code  Scction
53651, cither at 150% by promissory notes secured by first mortgages and first trust
deeds upon improved residential property in California cligible under section (m) or
at 110% by cligible markctable securities listed in subscctions (a) through (1) and (n)
and (0}. The County, at its discretion and by majority vote of the Board of
Supervisors, on a quarterly basis, may waive the collatcralization requircments for
any portion of the deposit that is covered by federal insurance.

Alicrnatively, the County may invest in certificates of deposit at a commercial bank,
savings bank, savings and loan association, or credit union that uses a private sector
cntity that assists in the placement of certificates of deposit as provided for in
Government Code section 53635.8.

Negotiable Certificates of Deposit. Ncgotiable certificates of deposit or deposit
notcs issued by a nationally or state-chartered bank or a state or federal savings and
loan association or by a state-licensed branch of a foreign bank; provided that the
scnior debt obligations of the issuing institution are rated A" or better by Moody's or
Standard & Poor's.
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Purchases of all ncgotiable certificates of deposit may not exceed 30 pereent of the
County's investment portfolio.

10. Local Government Investment Pools. (Either statc-administcred or through joint
powers statutes and other intergovernmental agreement legislation.)

Investments may be maximized to the level allowed by the State and should be
revicwed periodically. Investment objectives, limitations, and controls of cach pool
must be consistent with this policy.

11. Money Market Funds. Sharcs of beneficial interest issucd by diversificd
management companics that arc money market mutual funds registered with
Sccuritics and Exchange Commission under the Investment Company Act of 1940,
To be cligible for investment pursuant to this subdivision thcse companies shall
cither: (1) attain the highest ranking letter or numerical rating provided by not lcss
than two of the largest nationally rccognized statistical rating organizations or (2)
have retained an investrent advisor registered or exempt from registration with the
Securitics and Exchange Commission with not less than five years experience
investing in sccuritics and obligations authorized by Government Codec Section
53601 and with asscts under management in excess of $500,000,000.

Moncy Market Funds shall not exceed 20 percent of the investment portfolio of the
County as recorded at purchasc price on date of purchasc.

12. Mortgage Pass-Through Securities. Any mortgage pass-through sccurity,
collateralized mortgage obligation, mortgage-backed or other pay-through bond,
equipment lcase-back certificate, consumer receivable pass-through centificate, or
consumcr rcecivable-backed bond of a maximum of five years maturity. Eligible
securitics must be rated, by a nationally recognized rating service, as "AAA" or
higher, and the issuer of the sccurity must have an "A" or higher rating for its dcbt as
provided by a nationally rccognized rating service. No more than 20 percent of the
County’s investment portfolio may be invested in this type of security.

Credit criteria listed in this scction refers to the credit of the issuing organization at the
time the sccurity is purchascd. Should a sccurity owned by the County be downgraded
below “A™ the Investment Advisor shall immcdiatcly notify the County Auditor-
Controller who will report to the Board of Supcrvisors, at their next regularly scheduled
mceting, the circumstances of the downgrade and any action taken or recommended.

Ineligible Investments

The County shall not invest any funds in inverse floaters, range notcs, or interest-only
strips that are dcrived from a pool of mortgages, or in any sccurity that could result in
zero interest accrual if held to maturity. Any other security not specifically permitied by
Section X is prohibited.

Maximum Maturity

Investment maturitics shall be based on a review of cash flow forecasts. Maturitics wikl
be scheduled so as to permit the County to meet all projected obligations.
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Unless otherwise specified in this policy or authorized by the Board of Supcrvisors, no
investment shall be made in any sccurity, other than a sccurity underlying a repurchase
agreement as authorized by this policy, that at the time of the tnvestment has a term
rcmaining to maturity in excess of five ycars.

Diversification & Percentage Limitations

The County shall limit thc County’s investments in any one non-governmental issuer to
no morc than 10 percent of the County’s total investments at the time of purchasc.

All pereentage limitations apply at the time of the investment {purchasc date).

Reporting Requirements

The County Auditor-Controller and Treasurer-Tax Collector shall render a monthly
investment report to the Board of Supervisors that includes, at a minimum, the following
information for cach investment:

e Type of investment instrument (i.c., U.S. Treasury note, Federal Agency
note)

Issuer name (i.c., General Electric Capital Corp.)
Credit quality

Purchasc datc

Maturity datc

Par valuc

Purchasc price

Current market value and the source of the valuation
Current amortized or book value

Accrucd interest

Original yicld to maturity

Overall portfolio yicld based on cost

Necw investment transactions

The monthly report also shall (i) state compliance of the portfolio to the staterment of
investment policy, or manner in which the portfolio is not in compliance, (ii) include a
description of any of thec County’s funds, investments or programs that arc under the
management of contracted partics, including lending programs, and (iii) include a
statement denoting the ability of the County to meet its expenditure requirements for the
next six months, or provide an explanation as to why sufficicnt money shall, or may, not
be available.

This monthly report shall be available within 30 days following the end of the month, and
submitted to the Board of Supcrvisors at the carliest rcasonable opportunity, with copies
to all pool participants.

Annual Review of Investment Policy

The County Auditor-Controller and Treasurer-Tax Collector shall annually prepare an
investment policy that will be reviewed by the County Treasury Oversight Committec
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and submitted to the Board of Supervisors for approval in a public meeting. Any change
10 the investment policy shall be reviewed and approved by the Board in a public
mecting. A copy of the policy shall be provided to the California Debt and Investment
Advisory Commission.

XVI. Safekeeping and Custody

All sccuritics, whether negotiable, bearer, registered or non-registered shall be delivered
cither by book entry or physical delivery 1o the County’s third party custodian.

Monthly safckeeping statcments arc reccived from custodians where securities are held.
Authorized personncl, other than the person handling daily investments, shall review the
statements to confirm that investment transactions have scttled and been delivered to the
County’s third party custodian.

XVIl. Apportionment of Earnings and Costs

The manner of calculating and apportioning the cost of investing, depositing, banking,
auditing, reporting, or otherwisc handling or managing funds is as follows:

Investment eamings shall be appostioned to all pool participants quarterly based upon the
ratio of the average daily balance of each individual fund to the average daily balance of
all funds in the investment pool. Earnings are computed on an accrual basis and the
cffective date that carnings arc deposited into cach fund is the first day of the following
quarter (January 1, April 1, July I, and October 1).

Direct and Administrative (including indirect) costs associated with investing, depositing,
banking, auditing, reporting, safckeeping, or otherwisc handling or managing funds shall
bc netted against any moncys reccived pursuant to state mandated reimbursements and
deducted from the gross investment eamings in the quarter received.

XViil.Criteria for Considering Requests to Withdraw
Funds

Withdrawal of funds from county treasurcr pool may occur pursuant to Government Code
Scction 27136 and approval of the Board of Supervisors.

Asscssment of the effect of a proposed withdrawal on the stability and predictability of
the investment in the County Pool will be based on the following criteria:

o Size of withdrawal
o Size of remaining balances of:
* Pool
= Agency
Current market conditions
Duration of withdrawal
Effect on predicted cash flows
A determination if there will be sufficient balances remaining to cover costs
Proof that adequate information has been supplied in order to make a proper
finding that other pool participants will not be adversely affected.

0 000
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The Auditor-Controller and Treasurer-Tax Collector reserves the right to mark a fund
balance to market valuc prior to allowing a withdrawal if it is deemed necessary to be
cquitable to the remaining funds.

Terms and Conditions for Non-Statutory Combined
Pool Participants

All entitics qualifying under California Government Codc Scction 27133 (g) may deposit
funds for investment purposes providing all of the following has been accomplished:

The agency’s administrative body has requested the privilege, has agreed 10 terms and
conditions of an investment agreement as prescribed by the County’s Board of
Supcrvisors, and has by resolution identified the authorized officer acting on behalf of the
agency; and the County Auditor-Controller has prescribed the appropriate accounting
procedurcs.

Audits

Annual Compliance_Audit - Pursuant to Government Code section 27134 the County
Treasury Oversight Committec shall causc an annual audit to be conducted to determine
the County’s compliance with article 6 of the Government Code. The audit may include
issucs relating to the structure of the investment portfolio and risk. The costs of
complying with this article shall be County charges and may be included with those
charges enumerated under Section 27013.

Quarterly Review_and Annual Financial Audit — The Auditor-Controller shall causc
quarterly reviews to be made of the Treasurer’s records relative to the type and amount of
assets in the treasury, pursuant to Government Code sections 26920 - 23. The Auditor-
Controller shall also causc an annual financial audit to be madc of the Treasurer’s records
as of Junc 30. In addition to an opinion on the statement of assets held in the treasury this
audit shall include a review of the adequacy of internal controls.

The annual compliance audit and the annual financial audit may be combinced.

The Treasurer shall report audits that contain significant audit findings, as defined by
Statcment on Auditing Standards No. 114, to the Finance and Investment Committee of
thc Board of Supervisors immediatcly and to the full Board at the carliest rcasonable
opportunity. The audit rcports shall be copied to the County Treasury Oversight
Committce.

All audit recommendations shall be addressed timely and in a manner acceptable to the
Board of Supervisors.

Page 10 of 10



[THIS PAGE INTENTIONALLY LEFT BLANK|



1228 N Street, Suite 13
Sacramento, CA 95814
(916) 444-5100




Government
Financial
Strategies

inc.






