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In the opinion of Quint & Thimmig LLP, San Francisco, California, Bond Counsel, subject, however, to certain qualifications described
in this Official Statement, under existing law, 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 federal alternative minimum tax for individuals and
corporations, and (iii) 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 State of California. See “TAX MATTERS.”
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Dated: Date of Delivery Due: November 1, 2010

Authority for Issuance. The Tax and Revenue Anticipation Notes captioned above (the “Notes”) are being issued by the
Board of Supervisors of Contra Costa County (the “County”) in the name and on behalf of the Antioch Unified School District
(the “District”), under Article 7.6 (commencing with Section 53850) of Chapter 4 of Part 1 of Division 2 of Title 5 of the
California Government Code, a resolution of the Board of Trustees of the District adopted on March 24, 2010 (the “District
Resolution”), and a resolution of the Board of Supervisors of the County adopted on April 13, 2010 (the “County Resolution”).

Purpose. The Notes are being issued by the District for the purpose of paying operating expenses of the District for fiscal
year 2009-10.

Source of Payment. The Notes are general obligations of the District, but are payable only from taxes, income, revenue,
cash receipts and other moneys remaining to be received by the District which are allocable to fiscal year 2009-10 and which are
legally available for the payment of expenses and other obligations of the District attributable to the 2009-10 fiscal year. As
security for the payment of principal of and interest on the Notes, the District has pledged to cause to be deposited in the
Repayment Fund (defined herein) to be held by the Paying Agent, in specified intervals, on or before October 31, 2010, certain
unrestricted revenues (as described herein) attributable to the 2009-10 fiscal year to pay principal of and interest on the Notes at
maturity. Although the maturity date and scheduled deposits of unrestricted revenues will occur in fiscal year 2010-11, the
Notes are payable only from revenues attributable to fiscal year 2009-10. See “SOURCE OF PAYMENT FOR THE NOTES.”

Note Terms. The Notes bear interest at the rate set forth on the inside cover, payable at maturity on November 1, 2010. See
“THE NOTES.” Payments of principal and interest on the Notes will be made by the Paying Agent to DTC for subsequent
disbursement to DTC Participants who will remit such payments to the beneficial owners of the Notes. The Notes are not
subject to redemption prior to maturity.

Book-Entry System. Purchasers of beneficial interests in the Notes will not receive certificates representing their interest.
So long as Cede & Co. is the registered Note owner, as nominee of DTC, references in this Official Statement to the Note owners
or Owners means Cede & Co., and not the beneficial owners of the Notes. Payments of principal of and interest on the Notes
will be made directly to DTC or its nominee, Cede & Co., so long as DTC or Cede & Co. is the registered owner. Disbursement
of such payments to the DTC Participants is the responsibility of DTC and disbursement of such payments to the Beneficial
Owners is the responsibility of the DTC Participants and the Indirect Participants, as more fully described in this Official
Statement. See “THE NOTES - Book-Entry Only System” and “APPENDIX D - Book-Entry Only System”.

Cover Page. This cover page contains information for quick reference only, and is not a summary of this issue. Potential purchasers
must read the entire Official Statement to obtain information essential to making an informed decision with respect to an investment in the
Notes.

The following firm, serving as financial advisor to the District, has structured this financing;:
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The Notes are offered when, as and if issued and received by the Underwriter, subject to the approval of legality by Quint
& Thimmig LLP, San Francisco, California, Bond Counsel. It is anticipated that the Notes will be available for delivery through
the facilities of DTC, on or about June 23, 2010, in New York, New York.
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MATURITY SCHEDULE

Maturity Principal Interest
Date Amount Rate Yield CUSIP(})
November 1, 2010 $10,000,000 1.00% 0.550% 037105 JBO

T Copyright 2010, American Bankers Association. CUSIP data are provided by Standard & Poor's CUSIP Service Bureau, a division of The
McGraw-Hill Companies, Inc., and are provided for convenience of reference only. Neither the District nor the Underwriter assumes any
responsibility for the accuracy of these CUSIP data.



GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

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

No Unlawful Offers or Solicitations. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy in any state in which such offer or solicitation is not authorized or in which the
person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to
make such offer or solicitation.

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

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

Preparation of this Official Statement. The information contained in this Official Statement has been
obtained from sources that are believed to be reliable, but this information is not guaranteed as to accuracy or
completeness. The Underwriter has provided the following sentence for inclusion in this Official Statement:
The Underwriter has reviewed the information in this Official Statement in accordance with, and as part of,
its responsibilities to investors under the federal securities laws as applied to the facts and circumstances of
this transaction, but the Underwriter does not guarantee the accuracy or completeness of such information.

Document References and Summaries. All references to and summaries of the District Resolution, the
County Resolution or other documents contained in this Official Statement are subject to the provisions of
those documents and do not purport to be complete statements of those documents.

Stabilization of and Changes to Offering Prices. The Underwriter may overallot or take other steps
that stabilize or maintain the market price of the Notes at a level above that which might otherwise prevail in
the open market. If commenced, the Underwriter may discontinue such market stabilization at any time. The
Underwriter may offer and sell the Notes to certain dealers, dealer banks and banks acting as agent at prices
lower than the public offering prices stated on the inside cover page of this Official Statement, and those public
offering prices may be changed from time to time by the Underwriter.

Notes are Exempt from Securities Laws Registration. The issuance and sale of the Notes have not
been registered under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as
amended, in reliance upon exemptions for the issuance and sale of municipal securities provided under
Section 3(a)(2) of the Securities Act of 1933 and Section 3(a)(12) of the Securities Exchange Act of 1934.

Estimates and Projections. Certain statements included or incorporated by reference in this Official
Statement constitute projections, expectations, plans or forward-looking statements. Such statements are
generally identifiable by the terminology used such as “plan,” “expect,” “estimate,” “budget” or other similar
words. THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH
FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES
AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS
DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR
ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS. THE
DISTRICT DOES NOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING
STATEMENTS IF OR WHEN ANY EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON
WHICH SUCH STATEMENTS ARE BASED OCCUR.
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OFFICIAL STATEMENT

$10,000,000
ANTIOCH UNIFIED SCHOOL DISTRICT
(Contra Costa County, California)
2009-10 Tax and Revenue Anticipation Notes

INTRODUCTION

The purpose of this Official Statement, which includes the cover page and Appendices
(this “Official Statement”), is to provide certain information concerning the issuance and sale
of the 2009 Tax and Revenue Anticipation Notes (the “Notes”) of the Antioch Unified School
District (the “District”). All capitalized terms used in this Official Statement, unless noted
otherwise, have the meanings set forth in the County Resolution (as defined below).

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

Authority for Issuance. The Notes are being issued by the Board of Supervisors of
Contra Costa County (the “County”), in the name and on behalf of the District, under Article
7.6 (commencing with Section 53850) of Chapter 4 of Part 1 of Division 2 of Title 5 of the
California Government Code (the “Law”), a resolution adopted by the Board of Trustees of the
District on March 24, 2010 (the “District Resolution”), and a resolution adopted by the
Board of Supervisors of the County on April 13, 2010 (the “County Resolution”). See “THE
NOTES - Authority for Issuance.”

Financing Purpose. The Notes are being issued for the purpose of paying a portion of
the District’s operating expenses for fiscal year 2009-10 and the costs of issuing the Notes.

Description of the Notes. The Notes will be dated their date of delivery (the “Closing
Date”) and will be issued as fully registered Notes, without coupons, in the denominations of
$1,000 or any integral multiple thereof. The Notes will mature on the date shown on the inside
cover of this Official Statement.

The Notes will be issued in fully registered form only, registered in the name of Cede &
Co. as nominee of The Depository Trust Company, New York, New York (“DTC”), and will be
available to actual purchasers of the Notes (the “Beneficial Owners”) in the denominations
set forth on the cover page, under the book-entry system maintained by DTC, only through
brokers and dealers who are or act through DTC Participants as described in this Official
Statement. Beneficial Owners will not be entitled to receive physical delivery of the Notes. See



“THE NOTES - Book-Entry-Only System.” If the book-entry-only system described below is
no longer used with respect to the Notes, the Notes will be registered in accordance with the
County Resolution described in this Official Statement. See “THE NOTES -- Description of the
Notes.”

No Redemption of Notes. The Notes are not subject to redemption prior to maturity.

Source of Payment. The principal amount of the Notes, together with interest that
accrues to the date of maturity, will be payable from taxes, income, revenue and other moneys
intended as receipts for the general fund of the District allocable to fiscal year 2009-10 which
are generally available for the payment of expenses and other obligations of the District
attributable to such fiscal year (the “unrestricted moneys”). The source of such unrestricted
moneys pledged for payment of the Notes include the remaining State apportionments to
made to the District which are allocable to fiscal year 2009-10 but are currently unpaid and
scheduled to be paid during fiscal year 2010-11. Although the maturity date and scheduled
deposits of unrestricted revenues will occur in fiscal year 2010-11, the Notes are payable only from
revenues attributable to fiscal year 2009-10.

The District projects that the unrestricted moneys will become available in July through
October 2010 and will primarily include State revenue limit apportionments made to the
District for fiscal year 2009-10, the payment of which have been deferred for payment by the
State to July through October 2010 (the “Deferred Revenues”). See “SOURCE OF PAYMENT
FOR THE NOTES - Mid-Year” Issuance of Notes Due to Deferral of State Funding” and
“DISTRICT FINANCIAL INFORMATION - State Funding of Education and Recent State
Budgets.” Although the State may treat some or all of the Deferred Revenues as expenditures
for the fiscal year in which they are made, the District is authorized under State law to elect to
treat such Deferred Revenues for budgetary and financial reporting purposes as a receivable in
the current fiscal year. The District has historically treated deferrals of State apportionment
payments in this manner and intends to treat the Deferred Revenues as a receivable for the
fiscal year to which they are attributable. Consequently, the District expects the Deferred
Revenues to be the primary component of unrestricted moneys which are pledged for
repayment of the Notes.

The District has received and spent some unrestricted moneys prior to the issuance of the
Notes. Security for the Notes is expected to be only the unrestricted moneys remaining to be received
by the District for fiscal year 2009-10, which remaining portion is an amount less than the total
amount of receipts for the general fund allocable to fiscal year 2009-10.

As security for the payment of principal of and interest on the Notes, the District has
pledged from unrestricted moneys certain “Pledged Revenues”, as defined in “SOURCE OF
PAYMENT FOR THE NOTES” below, to be deposited at certain times on or before October 31,
2010 in a special fund to be held on behalf of the District by The Bank of New York Mellon
Trust Company, N.A., as Paying Agent for Contra Costa County Treasurer-Tax Collector, (the
"Paying Agent”), separate and distinct from any other County and District funds and
accounts, designated as the “Antioch Unified School District (Contra Costa County,
California) 2009-10 Tax and Revenue Anticipation Notes Repayment Fund” (the “Repayment
Fund”). Any moneys placed in the Repayment Fund will be for the benefit of the registered
owners of the Notes, and until the principal of and interest on the Notes is paid or provided
for, the Repayment Fund will be used solely for the payment of principal of and interest on the



Notes.

The District. Antioch Unified School District provides educational services to the
residents of the City of Antioch (the “City”), in Contra Costa County (the “County”), in the
State of California (the “State”) approximately 35 miles northeast of Oakland. The District
encompasses a total area of approximately 41 square miles and provides educational services
to the residents of the City of Antioch, plus a portion of surrounding unincorporated areas in
Contra Costa County. The District operates 14 elementary schools (one of which is a K-8
school), four middle schools, two comprehensive high schools, three specialized high schools,
and two alternative high schools. See “THE DISTRICT”.

Continuing Disclosure. The District, under a Continuing Disclosure Certificate, has
covenanted for the benefit of owners of the Notes to provide notices of the occurrence of certain
enumerated events, if material, in order to assist the Underwriter in complying with Securities
Exchange Commission Rule 15c¢2-12(b)(5). See “CONTINUING DISCLOSURE” and
“APPENDIX E - Form of Continuing Disclosure Certificate.”

Tax Matters. In the opinion of Bond Counsel, subject, however to certain qualifications
described in this Official Statement, under existing law, the interest on the Notes is excluded
from gross income for federal income tax purposes and such interest is not an item of tax
preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations. In the further opinion of Bond Counsel, such interest is exempt from California
personal income taxes. See “TAX MATTERS”.

USE OF PROCEEDS AND INVESTMENT OF DISTRICT MONEYS

The proceeds of the Notes will be deposited in the Treasury of the County to the credit
of the District, and will be withdrawn, used and expended by the District for any purpose for
which it is authorized to expend funds from the General Fund of the District, including, but
not limited to, current expenses, capital expenditures and the discharge of any obligation or
indebtedness of the District. The District intends to apply the proceeds of the Notes for the
purpose of paying operating expenses of the District for fiscal year 2009-10 and paying costs
of issuing the Notes.

Under the California Education Code, the District is required to deposit all monies
received from any source into the Treasury of the County to be held on behalf of the District.
Accordingly, the proceeds of the Notes will be deposited in the Treasury of the County to the
credit of the District, and may be withdrawn, used and expended by the District for any
purpose for which it is authorized to expend funds from the General Fund of the District,
including, but not limited to, current expenses, capital expenditures and the discharge of any
obligation or indebtedness of the District.

Proceeds from the sale of the Notes and monies in the Repayment Fund will be invested
by the County in any one or more investments generally permitted to school districts under the
laws of the State of California, consistent with the investment policy of the County and the
Resolution (the “Permitted Investments”). Permitted Investments specifically include: (a) the
County Pooled Investment Fund maintained by the County Treasurer; and, (b) at the request
of the District, (i) the Local Agency Investment Fund maintained by the County Treasurer of
the State of California; (ii) other investments permitted under section 53601 of the California



Government Code; and (iii) investment agreements with financial institutions with senior
unsecured credit ratings at least one of the two highest rating categories (without regard to any
refinement or gradation of such rating category by a plus or minus or a numeral) from one or
more nationally recognized statistical rating organizations then rating the Notes. In regard to
any investments requested by the District specified in clauses (b)(i), (b)(ii) or (b)(iii) above, the
County may decline the request of the District upon any reasonable basis, including
specifically, any concerns of the County regarding the legality, structure or appropriateness of
the investment vehicle generally or the process for the bidding or execution of the investment.



The County Investment Pool

State law establishes that the County Treasurer of each county is ex officio County
Treasurer of all school districts in the county. Although separately accounted for, substantially
all District funds are held and invested on a pooled basis with other funds held by the County
Treasurer in the County Pooled Investment Fund (the “County Treasury Pool”). This pooled
investment fund consists primarily of operating funds of the County and local agencies
(including other school districts, community colleges and special districts) not otherwise
invested at the direction of a County Pool participant.

The County maintains a written policy (the “Investment Policy”) with respect to the
investment of public funds which provides a means to implement the basic objectives of its
investment program pursuant to California Code Section 53630. The objective of the
Investment policy is to maintain safety of principal and the level of liquidity necessary to meet
the needs of the County and agencies participating in the Treasury. The County’s Investment
Policy is reviewed and adopted by resolution by the County Board of Supervisors on an
annual basis. The most current Investment Policy was effective as of June 2009.

County Treasury Pool. The daily investment of Pool funds has been delegated to the
Contra Costa County Treasurer’s Office ("County Treasurer") pursuant to Government Code
section 27000.1 and by ordinance of the Contra Costa County Board of Supervisors.

Authorized investments under the Investment Policy include the Local Agency
Investment Fund of the State Treasury, obligations of the United States Treasury, certificates
of deposit, bankers acceptances, commercial paper ranked “A1” (or its equivalent) or higher
by a nationally recognized statistical-rating organization, passbook deposits, repurchase
agreements with maximum maturities of one year and medium-term corporate notes.

The County's Investment Report for December 31, 2009 stated:

* The County Treasurer's investment portfolio is in compliance with
Government Code 53600 et. seq.

* The County Treasurer's investment portfolio is in compliance with the County
Treasurer's current investment policy.

* The County Treasurer’s investment portfolio has no securities lending, reverse
repurchase agreements or derivatives.

* The total cost of the investment portfolio was equal to $2,005,987,239 on
December 31, 2009. The fair value was $2,008,159,215 which was 100.1% of cost.

* The weighted average maturity of the total investment pool was 116 days.
More than 88 percent of the portfolio or over $1.77 billion will mature in less than a
year. Historical activities combined with future cash flow projections indicate that the
County is able to meet its cash flow needs for the next six months.



THE NOTES
Authority for Issuance

The Notes are being issued by the Board of Supervisors of the County in the name and
on behalf of the District under the Law, the District Resolution and the County Resolution.

Description of the Notes

Form of the Notes. The Notes will be issued in book-entry form only, and will be
initially issued and registered in the name of Cede & Co. as nominee for DTC. Purchasers will
not receive certificates representing their interest in the Notes. The Notes will be issued as fully
registered Notes, without coupons, in the denomination of $1,000 each or any integral multiple
thereof, but in an amount not to exceed the aggregate principal amount of Notes maturing in
the year of maturity of the Note for which the denomination is specified.

Maturity; Interest. Interest on the Notes accrues from the date of delivery and is
payable at the maturity of the Notes. The Notes mature and become payable on November 1,
2010, and bear interest at the rate of 1.00% per annum. Interest on the Notes is calculated on
the basis of a 360-day years comprised of twelve 30-day months.

No Redemption
The Notes are not subject to redemption prior to maturity.
Book-Entry Only System

When executed and delivered, the Notes will be registered in the name of Cede & Co. as
nominee of DTC. Beneficial Owners of the Notes will not receive physical Notes representing
their interests in the Notes, but will receive a credit balance on the books of the nominees for
such Beneficial Owners. The principal of and interest on the Notes will be paid by the Paying
Agent to DTC, which will in turn remit such principal and interest to its participants for
subsequent disbursement to the Beneficial Owners of the Notes as described in this Official
Statement. As long as Cede & Co. is the registered owner of the Notes, principal of and
interest on the Notes are payable by wire transfer on the payment date by the Paying Agent to
Cede & Co., as nominee for DTC, which will in turn remit such amounts to DTC Participants
(as defined in this Official Statement) for subsequent distribution to the Beneficial Owners. As
long as Cede & Co. is the registered owner of the Notes, as nominee of DTC, references in this
Official Statement to the registered owners means Cede & Co. and will not mean the Beneficial
Owners of the Notes. See “APPENDIX D - Book-Entry Only System.”

Transfer of Notes. Any Note may, in accordance with its terms, but only if the District
determines to no longer maintain the book entry only status of the Notes, DTC determines to
discontinue providing such services and no successor securities depository is named or DTC
requests the Paying Agent to deliver Note certificates to particular DTC Participants, be
transferred, upon the books required to be kept by the Paying Agent, by the person in whose
name it is registered, in person or by his duly authorized attorney, upon surrender of such
Note for cancellation at the office of the Paying Agent, accompanied by delivery of a written
instrument of transfer in a form approved by the Paying Agent, duly executed.



SOURCE OF PAYMENT FOR THE NOTES
“Mid-Year” Issuance of Notes Due to Deferral of State Funding

Historically, school districts in California have issued tax and revenue anticipation
notes during the summer or fall months in order to meet the cash flow needs that occur due to
the typical schedule of property tax receipts. Although cash disbursements for school districts
were typically fairly consistent during the fiscal year, school districts do not receive property
tax receipts until mid-December, often creating a cash deficit in November or early December.

Recently there have been changes in the State apportionment monthly payment
schedule that shifted the cash flow pattern of school districts. Senate Bill 16 of the 2009-10
Fourth Extraordinary Session (SBX4 16) (Chapter 23, Statutes of 2009) modified the State
apportionment monthly payment schedule for most local educational agencies (LEAs). SBX4
16 also changed the payment calculation for the months of February through May to one fifth
of the principal apportionment balance due for LEAs that are paid pursuant to EC sections
14041 (a)(2) and 14041 (a)(7).

SBX4 16 also added deferrals to various payments. The deferrals during the P-1 and P-
2 periods are as follows:

* February- $2 billion (equal to 98.38694309 percent of the February payment) to
be paid in July.

e April- $679 million (equal to 33.38323056 percent of the April payment) to be
paid in August.

* May- $1 billion (equal to 49.19347251 percent of the May payment) to be paid
in August.

* June- 100 percent of the P-2 payment continues to be paid in July.

The deferral of June state apportionment money to July had existed prior to SBX4 16.
However, beginning in fiscal year 2009-10, the increase in the size of deferrals of State
apportionment payments to the next fiscal year caused cash flow concerns for many school
districts at the end of the fiscal year. The Notes are issued by the District to address the
District’s cash flow needs at the end of the fiscal year.

Based on the 2009-10 First Principal Apportionment monthly payment schedule
summary available from the California Department of Education website, the District expects
the following: (a) a portion of the February, 2010 apportionment equal to $5,951,765 will be
deferred to July, 2010, (b) a portion of the April, 2010 apportionment equal to $2,019,466 will
be deferred to August, 2010, and (c) a portion of the May, 2010 apportionment equal to
$2,975,882 will be deferred to August, 2010. In addition, the full amount of the June 2010
apportionment will be deferred to July, 2010. Based on the current 2009-10 first principal
apportionment schedules, the June, 2010 apportionment deferred to July, 2010 is
approximately $6,049,343. Of the $63,659,636 in 2009-10 First Principal Apportionment for
the District, $16,996,455 has not yet been paid, and is expected to be received by the District
during the 2010-11 fiscal year.



On March 30, 2010, the State of California, Department of Finance announced planned
deferrals for the 2010-11 fiscal year. Under Government Code sections 16325.5 and 16326, the
plan is to defer the following payments to schools:

e July, 2010 - $2.5 billion to be deferred for 60 days.
*  October, 2010 - $2.5 billion to be deferred for 90 days.
* March, 2011- $2.5 billion to be deferred and paid of April 29, 2011.

Since the regularly scheduled State apportionment payment in July does not total $2.5
billion, the District’s current speculation is that a portion of the 2009-10 State apportionment
currently scheduled to be received in July, 2010 will be further deferred an additional 60 days.

Unrestricted Moneys; Pledged Revenues

Unrestricted Moneys. The principal amount of the Notes, together with interest that
accrues to the date of maturity, will be payable from taxes, income, revenue and other moneys
intended as receipts for the general fund of the District allocable to fiscal year 2009-10 which
are generally available for the payment of expenses and other obligations of the District
attributable to such fiscal year (the “unrestricted moneys”). The largest source of such
unrestricted moneys pledged for payment of the Notes will be the State revenue limit
apportionments to made to the District which are allocable to fiscal year 2009-10 but are
currently unpaid and scheduled to be paid during fiscal year 2010-11.

The District projects that the unrestricted moneys will become available in monthly
increments from July to October 2010 and will principally be comprised of the remaining State
apportionments made to the District for fiscal year 2009-10 (the “Deferred Revenues”), the
payment of which has been deferred by the State as described above. See ““Mid-Year”
Issuance of Notes Due to Deferral of State Funding” above and “DISTRICT FINANCIAL
INFORMATION - State Funding of Education and Recent State Budgets” below. Although
the State may treat some or all of the Deferred Revenues as expenditures for the fiscal year in
which they are made, the District is authorized under State law to elect to treat such Deferred
Revenues for budgetary and financial reporting purposes as a receivable in the current fiscal
year. The District has historically treated deferrals of State apportionment payments in this
manner and intends to treat the Deferred Revenues as a receivable for the Fiscal Year.
Consequently, the Deferred Revenues constitute unrestricted moneys and are eligible to be
subject to the pledge for the repayment of the Notes.

The District has received and spent some unrestricted moneys prior to the issuance of the
Notes; accordingly, security for the Notes is expected to be only the unrestricted moneys remaining to
be received by the District for fiscal year 2009-10, which remaining portion is an amount less than
the total amount of receipts for the general fund allocable to fiscal year 2009-10.

The District may, under existing law, issue the Notes only if the principal of and
interest on the Notes will not exceed 85% of the estimated moneys which will be lawfully
available for the payment of the Notes.



Pledged Revenues. The Notes are obligations of the District and are secured by a
pledge of and first lien and charge against the first unrestricted moneys which are attributable
to fiscal year 2009-10 but are to be received in fiscal year 2010-11, in the amounts and in the
months as shall be determined by the Superintendent and described in the following
paragraph. The Notes of the District are, by statute, general obligations of the District. As
security for the payment of principal of and interest on an issue of Notes, the District has
pledged to cause to be deposited in the Repayment Fund (described below) to be held by the
Paying Agent certain unrestricted moneys attributable to the 2009-10 fiscal year received after
June 30, 2010, which deposits shall occur by the end of July, August, September and October
of 2010, until there is sufficient money in the Repayment Fund to repay principal of an interest
on the Notes on their maturity date. More specifically, the District pledges to cause to be
deposited into the Repayment Fund the following moneys, which constitute the “Pledged
Revenues”, at the following times: (i) all Deferred Revenues as they are received until the
amount in the Repayment Fund equals the principal amount of the Notes and the interest due
thereon at maturity; and (ii) to the extent the Repayment Fund does not contain at least the
amounts specified below by the dates specified below, the District further pledges to cause to
be deposited into the Repayment Fund from any unrestricted moneys attributable to the 2009-
10 fiscal year received after June 30, 2010, the amount required to cause the Repayment Fund
to be funded in at least the following amounts by the following dates:

(a) by July 31, 2010, an amount equal to 25% of the principal amount of the
Notes,

(b) by August 31, 2010, an amount equal to 25% of the principal amount of the
Notes,

(c) by September 30, 2010 an amount equal to 25% of the principal amount of
the Notes.

(d) by October 31, 2010 an amount equal to 25% of the principal amount of the
Notes, and the interest on the Notes at maturity.

The Pledged Revenues are expected to be in an amount sufficient to pay the principal
of and interest on the Notes. The principal of and interest on the Notes constitute a first lien
and charge against the Pledged Revenues. In dollars, the minimum amounts and times of
transfer of the Pledged Revenues to the Repayment Account by the end of the months shown is
as follows:

ANTIOCH UNIFIED SCHOOL DISTRICT
Cumulative Amount of Pledge

July 2010 August 2010 September 2010 October 2010
$2,500,000 $5,000,000 $7,500,000 $10,000,000 plus
interest

The Deferred Revenues are projected to be approximately $17 million. See ““Mid-Year”
Issuance of Notes Due to Deferral of State Funding’ above and “DISTRICT FINANCIAL
INFORMATION - State Funding of Education and Recent State Budgets” below.



Although the maturity date and scheduled deposits of Pledged Revenues will occur in fiscal
year 2010-11, the Notes are payable only from revenues attributable to fiscal year 2009-10.

The District maintains certain segregated and special purpose funds outside of its
general funds not pledged to the payment of the Notes, which could, if needed and to the
extent moneys are available therein, be accessed on a temporary basis through school district
legislative action. Such borrowed amounts must be repaid within the fiscal year borrowed, or
in the following fiscal year under certain circumstances.

To the extent not paid from the Pledged Revenues, the Notes will be paid from any
other moneys of the District lawfully available therefor. In the event that there are insufficient
unrestricted moneys received by the District to permit the deposit in the Repayment Fund of
the full amount of the Pledged Revenues to be deposited in any month on the last business day
of such month, then the amount of any deficiency will be satisfied and made up from any
other moneys of the District lawfully available for the repayment of the Notes and interest
thereon.

As further security, the District has covenanted in the Resolution that it will not request
the Paying Agent to make temporary transfers of funds during fiscal year 2009-10 until the
full amount of Pledged Revenues has been deposited into the Repayment Fund. The
Resolution, however, does not preclude the District from issuing subsequent series of tax and
revenue anticipation notes during fiscal year 2009-10.

For information relating to the rights of Owners of the Notes to moneys in the
Repayment Fund upon a bankruptcy of the County, see “RISK FACTORS - Bankruptcy
Considerations.”

Repayment Fund

General. Under the County Resolution, the there is established a fund to be known as
the “Repayment Fund”, which the County will cause the Paying Agent to establish and hold
for the benefit of the holders of the Notes. The District will cause the Paying Agent to,
immediately upon receipt of moneys which are Pledged Revenues, forward to the Paying
Agent for deposit in the Repayment Fund Pledged Revenues up to the monthly amount
specified above to pay the principal of and interest on the Notes at maturity. Any money
placed in the Repayment Fund shall be for the benefit of the registered owners of the Notes,
and until the Notes and all interest thereon are paid or until provision has been made for the
payment of the Notes and the interest thereon through the maturity thereof, the moneys in the
Repayment Fund shall be applied solely for the purposes for which the Repayment Fund is
created; provided, however, that any interest earned on amounts deposited in the Repayment
Fund shall periodically be available for release and transfer to the general fund of the District.

On the maturity date of the Notes, the Paying Agent shall transfer to DTC the moneys
in the Repayment Fund necessary to pay the principal of and interest on the Notes then due
and, to the extent said moneys are insufficient therefor, an amount of moneys from the
District’s general fund which will enable payment of the full principal of and interest on the
Notes at maturity. DTC will thereupon make payments of principal and interest on the Notes
to the DTC Participants who will thereupon make payments to the beneficial owners of the
Notes. Any moneys remaining in the Repayment Fund after the Notes and the interest thereon
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have been paid, or provision for such payment has been made, will be transferred to the
District.

For information on the investment of moneys by the Paying Agent, see the following
section and “USE OF PROCEEDS AND INVESTMENT OF DISTRICT MONEYS - The
County Investment Pool” above.

Investment of Note Proceeds and Repayment Fund

Pursuant to the County Resolution, proceeds from the sale of the Notes will be
deposited by the County Treasurer of the County in a proceeds fund to the credit of the
District. Moneys in such proceeds fund may be invested as permitted by the laws of the State
and the County Resolution, including in the County Treasury Pool, the State County
Treasurer’s Local Agency Investment Fund and in investment agreements. The proceeds of the
Notes will be invested to mature on or before the maturity date of the Notes.

The County Resolution provides that moneys held in the Repayment Fund shall be
invested at the direction of the County in any one or more investments generally permitted to
school districts under the laws of the State, consistent with the investment policy of the County
and the Resolution (the “Repayment Fund Permitted Investments”). The Repayment Fund
Permitted Investments shall specifically include: (a) the County Pooled Investment Fund
maintained by the County; (b) at the request of the District, in investments permitted under
section 53600 et seq. of the California Government Code; and (c) in the sole discretion of the
District, (i) the Local Agency Investment Fund maintained by the County Treasurer of the
State; and (ii) investment agreements with financial institutions with senior unsecured credit
ratings in one of the two highest rating categories (without regard to any refinement or
gradation of such rating category by a plus or minus or a numeral) from one or more
nationally recognized statistical rating organization then rating the Notes. However, in regard
to any investments requested by the District specified in clause (b)(iii) above, the County may
decline the request of the District upon any reasonable basis, including specifically, any
concerns of the County regarding the legality, structure or appropriateness of the investment
vehicle generally or the process for the bidding or execution of the investment. See “USE OF
PROCEEDS AND INVESTMENT OF DISTRICT MONEYS - The County Investment Pool”
above.

Limitations on Remedies

The enforceability of the rights and remedies of the owners of the Notes, and the
obligations incurred by the District, may become subject to the following: the Federal
Bankruptcy Code and applicable bankruptcy, insolvency, reorganization, moratorium, or
similar laws relating to or affecting the enforcement of creditors’ rights generally, now or
hereafter in effect; equity principles which may limit the specific enforcement under state law
of certain remedies; the exercise by the United States of America of the powers delegated to it
by the Constitution; and the reasonable and necessary exercise, in certain exceptional
situations, of the police powers inherent in the sovereignty of the State and its governmental
bodies in the interest of serving a significant and legitimate public purpose. Bankruptcy
proceedings, or the exercise of powers by the federal or state government, if initiated, could
subject the owners to judicial discretion and interpretation of their rights in bankruptcy or
otherwise and consequently may entail risks of delay, limitation, or modification of their rights.
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The County will have the ability to direct the Paying Agent as to the possession of the
taxes and other revenues to be set aside to pay the Notes and the District may request the
Paying Agent to invest these funds in the County Treasury Pool. Should the County file
bankruptcy while the Notes are outstanding, a court might hold that the owners of the Notes
do not have a valid lien on the amounts set aside in the Repayment Fund. In that case, unless
the owners could “trace” the funds, the owners would not be secured creditors of the County.
There can be no assurance that the owners could successfully so “trace” the Pledged Revenues
and other unrestricted revenues, if any, set aside in the Repayment Fund to the extent the
moneys are actually held by the County.

Notes Not Secured by Property Tax Levy

Under Section 53857 of the Law, the Notes are general obligations of the District which
are payable from any taxes, income, revenue, cash receipts or other moneys of the District
which are lawfully available for that purpose. However, the obligation of the District to pay
the principal of and interest on the Notes does not constitute a debt of the District, the County
or the State of California or of any political subdivision thereof, within the meaning of any
constitutional or statutory debt limit or restriction, and does not constitute an obligation for
which the District, the County or the State of California is obligated to levy or pledge any form
of taxation or for which the District, the County or the State of California has levied or pledged
any form of taxation.

No Liability of the County

Neither the County, the Board or Supervisors of the County, nor any officer, official,
employee of the County, has liability in connection with the Notes, other than to establish and
administer the Repayment Fund as described above. No funds or property of the County are
liable to pay the principal of and interest on the Notes.

Projected District Cash Flow for Fiscal Year 2009-10

The District has prepared for use in this Official Statement the following cash flow
statements that show actual cash receipts and disbursements for fiscal year 2009-10, actual
and projected cash receipts and disbursements for such fiscal year, and projected cash receipts
and disbursements through maturity of the Notes.

The District’s cash flows reflect the enactment of the 2009-10 State Budget as well as
the 2010-11 State Budget. Under the 2009-10 State Budget, the monthly payment schedule for
K-12 apportionment funding and categorical funding from the State was modified to
distribute five percent of total payments in each of July and August and nine percent in each
of the remaining months, with certain payment 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 are approximately $8.6 billion. These deferrals include:

* $1.0 billion from July 2009 to 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.
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* $679 million from April 2010 to August 2010.
* $1.0 billion from May 2010 to August 2010.
* $1.4 billion from June 2010 to July 2010.

The 2009-10 State Budget provides increased flexibility with respect to funding
allocated to certain categorical programs through fiscal year 2012-13. Pursuant to this
provision, school districts will be able to shift funds to meet higher priority needs. See ““Mid-
Year” Issuance of Notes Due to Deferral of State Funding” above and “DISTRICT
FINANCIAL INFORMATION - State Funding of Education and Recent State Budgets”
below. In addition, the District’s cash flows reflect the actual and projected receipt of federal
funds authorized pursuant to the American Reinvestment and Recovery Act of 2009. The
District cannot predict when the remaining federal funds will be received.
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Antioch Unified School District
2009-2010 Tax and Revenue Anticipation Notes
2008/09 ACTUAL CASH FLOW

(Actuals from July 2008 through June 2009 with minor adjustments)
GENERAL FUND

July August September October November December January February March April May June Total
Beginning Cash $ 21,993,401 S 11,485,966 S 15,613,595 S 16,484,537 S 12,991,862 $ 11,893,609 S 25,662,962 S 21,750,566 S 18,450,716 S 13,841,461 S 24,497,052 S 20,649,803 S 21,993,401
Receipts
Revenue Limit: Property Tax 42,367 47,803 346,437 50,165 1,080,454 15,484,266 222,266 200,260 44,506 13,047,646 1,768,375 91,058 32,425,603
Revenue Limit: State Aid 685,765 10,906,807 9,984,403 3,377,637 5,456,149 5,456,149 5,470,370 5,648,812 4,163,513 5,048,914 5,048,914 0 61,247,433
Other Receipts 413,884 996,167 843,694 3,129,591 4,151,242 4,178,008 2,247,185 2,374,973 2,559,538 3,340,494 1,384,046 5,312,114 30,930,937
Transfers In 0 0 0 0 0 0 0 0 0 0 0 367,863 367,863
Prior Year Receipts 1,000,000 5,500,000 1,050,000 2,084,272 15,728 50,000 50,000 439,099 439,099 439,099 439,099 439,099 11,945,493
Note Proceeds & Est Int Earnings 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Receipts 2,142,016 17,450,777 12,224,534 8,641,665 10,703,573 25,168,423 7,989,821 8,663,144 7,206,656 21,876,153 8,640,434 6,210,134 136,917,330
Disbursements
Salaries and Benefits 8,607,347 10,085,149 9,881,127 10,038,993 10,318,175 10,148,392 9,899,815 10,080,862 10,082,166 10,184,342 10,981,235 9,522,512 119,830,115
Other Disbursements 1,542,104 1,237,999 1,172,465 1,545,347 1,433,651 1,200,678 1,952,402 2,123,640 1,733,745 1,036,220 1,506,448 809,896 17,294,595
Transfers Out 0 0 0 0 0 0 0 0 0 0 0 500,000 500,000
Prior Year Disbursements 2,500,000 2,000,000 300,000 550,000 50,000 50,000 50,000 (241,508) 0 0 0 0 5,258,492
Note Payment Pledge 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Disbursements 12,649,451 13,323,148 11,353,592 12,134,340 11,801,826 11,399,070 11,902,217 11,962,994 11,815,911 11,220,562 12,487,683 10,832,408 142,883,202
Net Increase/Decrease (10,507,435) 4,127,629 870,942 (3,492,675) (1,098,253) 13,769,353 (3,912,396) (3,299,850) (4,609,255) 10,655,591 (3,847,249) (4,622,275) (5,965,873)
Ending Cash 11,485,966 15,613,595 16,484,537 12,991,862 11,893,609 25,662,962 21,750,566 18,450,716 13,841,461 24,497,052 20,649,803 16,027,528 16,027,528
2009/10 PROJECTED CASHFLOW
(Actuals through January 31, 2010, Projected February 2010 through June 2010)
GENERAL FUND
July August September October November December January February March April May June Total
Beginning Cash 16,027,528 10,902,107 16,734,899 13,363,003 14,037,424 4,974,876 10,720,238 17,930,266 7,514,612 2,692,028 10,853,632 4,963,347 16,027,528
Receipts
Revenue Limit: Property Tax 41,125 23,384 68,157 948,563 11,549 12,517,615 21,304 215,019 47,786 14,009,237 1,898,702 97,769 29,900,210
Revenue Limit: State Aid 0 2,330,615 5,343,324 7,201,867 0 2,677,089 15,766,416 310,046 5,580,822 3,720,548 3,576,124 0 46,506,851
Other Receipts 6,040,818 2,389,243 2,529,427 4,329,334 2,618,406 1,848,992 2,837,582 562,513 606,227 791,197 327,812 1,258,175 26,139,725
Transfers In 0 0 0 0 0 0 0 0 0 0 0 0 0
Prior Year Receipts 2,500,053 15,126,107 750,016 750,016 0 0 0 980,250 980,250 980,250 980,250 980,250 24,027,439
Note Proceeds & Interest Earnings 0 0 0 0 0 0 0 0 0 0 0 10,005,900 10,005,900
Total Receipts 8,581,996 19,869,349 8,690,924 13,229,780 2,629,955 17,043,696 18,625,302 2,067,827 7,215,085 19,501,232 6,782,887 12,342,094 136,580,125
Disbursements
Salaries and Benefits 8,994,105 10,132,025 10,107,084 10,064,802 10,310,245 10,376,061 10,112,789 10,048,197 10,049,496 10,151,341 10,945,652 9,491,656 120,783,454
Other Disbursements 2,213,259 2,904,511 1,205,720 1,740,541 1,382,258 922,273 1,302,485 2,435,285 1,988,173 1,188,286 1,727,520 928,748 19,939,058
Transfers Out 0 0 0 0 0 0 0 0 0 0 0 0 0
Prior Year Disbursements 2,500,053 1,000,021 750,016 750,016 0 0 0 0 0 0 0 0 5,000,105
Note Payment Pledge 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Disbursements 13,707,417 14,036,557 12,062,820 12,555,359 11,692,503 11,298,334 11,415,274 12,483,481 12,037,669 11,339,627 12,673,172 10,420,405 145,722,617
Net Increase/Decrease (5,125,421) 5,832,792 (3,371,896) 674,421 (9,062,548) 5,745,362 7,210,028 (10,415,655) (4,822,584) 8,161,605 (5,890,285) 1,921,689 (9,142,492)
Ending Cash 10,902,107 16,734,899 13,363,003 14,037,424 4,974,876 10,720,238 17,930,266 7,514,612 2,692,028 10,853,632 4,963,347 6,885,036 6,885,036




Antioch Unified School District

2009-2010 Tax and Revenue Anticipation Notes

2010/11 PROJECTED CASHFLOW

(Projected July 2010 through October 2010)

GENERAL FUND

Beginning Cash

Receipts
Revenue Limit: Property Tax @
Revenue Limit: State Aid
Other Receipts
2009/10 State Aid Receipts
Prior Year Receipts
Note Proceeds & Interest Earnings

Total Receipts

Disbursements
Salaries and Benefits
Other Disbursements
Transfers Out
Prior Year Disbursements
Note Payment Pledge

Total Disbursements

Net Increase/Decrease

Ending Cash

July August September October
6,885,036 19,765,680 15,525,725 17,509,809
13,000,000 0 0 0
0 3,047,536 8,533,100 0
5,084,328 2,010,936 2,128,923 3,643,837
7,131,051 4,650,685 3,720,548 0
2,000,000 800,000 600,000 600,000
0 c 0 29,656
27,215,379 10,509,156 14,982,571 4,273,492
7,842,848 8,835,113 8,813,364 8,776,494
1,991,887 2,613,999 1,085,123 1,566,450
0 0 0 0
2,000,000 800,000 600,000 600,000
2,500,000 2,500,000 2,500,000 2,535,556
14,334,735 14,749,112 12,998,487 13,478,500
12,880,644 (4,239,955) 1,984,084 (9,205,008)
19,765,680 15,525,725 17,509,809 8,304,801

@ The County is willing to advance up to 50% of expected property tax receipts.



Note Coverage Ratio

Projected Unrestricted Moneys available for Note repayment on November 1, 2010,
provides coverage of 1.83 times the principal and interest due on the Notes at maturity.

Projected Beginning Cash Balance, July 1, 2010 $6,885,036
Projected Cash Receipts through November 1, 2010 (Including Note $56,980,599
Proceeds)
Less Projected Disbursements through November 1, 2010
(Excluding Note Repayment) ($45,525,278)
Projected Cash Balance, November 1, 2010 $18,340,357
Note Repayment $10,035,556
NOTE COVERAGE RATIO 1.83:1
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THE DISTRICT
General Information

The District provides educational services to the residents of the City of Antioch (the
“City”), in Contra Costa County, approximately 35 miles northeast of the City of Oakland.
The District encompasses a total area of approximately 41 square miles and provides
educational services to the residents of the City of Antioch, plus a portion of surrounding
unincorporated areas in Contra Costa County. The District operates 13 elementary schools,
four middle schools, two comprehensive high schools, three specialized high schools, two
alternative high schools, and one K-8 school.

Administration
The District is governed by a five-member Board of Education, with each member

elected to a four-year term in alternate slates of three and two. Current members of the Board
of Education, together with their office and the date their term expires, are listed below:

Name Office Term Expires
Claire Smith President December 2012
Walter Ruehlig Vice-President December 2012
Diane Gibson-Gray Member December 2012
Wade Harper Member December 2010
Teri Lynn Shaw Member December 2010

The day-to-day operations are managed by a board-appointed Superintendent of
Schools.

Recent Enrollment Trends

The following table shows enrollment history for the District for the last five fiscal
years, with projected figures through fiscal year 2011-12.

Table 1
ANTIOCH UNIFIED SCHOOL DISTRICT

Annual Enrollment
Fiscal Years 2004-05 through 2011-12

School Year Enrollment
2005-06 21,188
2006-07 20,476
2007-08 20,086
2008-09 19,422
2009-10 18,781
2010-11® 18,231
2011-12® 17,681

(1) Estimates.
Source: California Department of Education.
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Employee Relations

The District currently has approximately 1,814 employees. The certificated employees
have assigned the Antioch Education Association as their exclusive bargaining agent. Its
contract with the District expires on June 30, 2011.

The classified employees have assigned the California Employees’ Association as their
exclusive bargaining agent. Its contract with the District expires on June 30, 2010.

District Retirement Systems

The District participates in the State of California Teacher’s Retirement System
(“STRS”). This plan covers basically all full-time certificated employees. Active plan
members are required to contribute 8.0% of their salary and the District is to contribute an
actuarially determined rate, which was 8.25% of payroll for the 2008-09 fiscal year. The
District’s contribution to STRS for fiscal year 2007-08 was $6,069,867, for fiscal year 2008-09
was $6,004,749 and for fiscal year 2009-10 is projected to be $6,159,547 (274 Interim Budget).

The District also participates in the State of California Public Employees’ Retirement
System (“PERS”). This plan covers all classified personnel who are employed four or more
hours per day. Active plan members are required to contribute 7.0 percent of their salary and
the District is required to contribute an actuarially determined rate, which was 9.428 percent of
annual payroll for 2008-09. The District’s contribution to PERS for fiscal year 2007-08 was
$1,931,284, for fiscal year 2008-09 was $1,945,369 and for fiscal year 2009-10 is projected to
be $1,786,185 (274 Interim Budget).

Both the PERS and STRS systems are operated on a statewide basis. District
contribution rates to these two retirement systems vary annually depending on changes in
actuarial assumptions and other factors, such as liability. STRS has a substantial State
unfunded liability. Since this liability has not been broken down by the state agency,
information is not available showing the District's share.

Other Post Employment Benefits

Other Post-Employment Benefits. In addition to pension benefits described above, the
District has entered into various agreements with certain eligible employees. The agreement
provisions are dependent upon the employee classification at time of retirement, generally as
follows:

Classified Employees - annual District maximum contribution is $9,000 for employees
and dependents, retiring after age 50. The employee must have been employed by the District
for 10 consecutive years. Benefit payments will continue until the employees reaches age 65 or
is eligible for Medicare, whichever occurs first.

Management/Certificate/Supervisor Employees - District will provide the same fully paid
health, prescription, dental and vision for employees and dependents after reaching age 50 as
are available to active employees. Payments will continue until the employee is age 65 or is
eligible for Medicare, whichever occurs first.
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Actuarial Study. In June 2004, the Governmental Accounting Standards Board
(“GASB”) issued Statement No. 45 (“GASB 45”), which addresses how state and local
governments should account for and report their costs and obligations related to post-
employment health care and other non-pension benefits (“OPEB”). GASB 45 generally requires
that local governments account for and report the annual cost of OPEB and the outstanding
obligations and commitments related to OPEB in essentially the same manner as they currently
do for pensions. Annual OPEB cost for most local governments will be based on actuarially
determined amounts that, if paid on an ongoing basis, generally would provide sufficient
resources to pay benefits as they come due.

The following table shows the components of the District’'s OPEB cost for 2008-09, the
amount actually contributed to the plan, and changes in the District’s net OPEB obligation.

Table 2
ANTIOCH UNIFIED SCHOOL DISTRICT
Other Post Employment Benefit Cost - 2008-09

Annual required contribution $ 2,725,238
Interest on net OPEB obligation
Adjustment to annual required contribution 384,587
Annual OPEB cost (expense) 3,109,825
Contributions made 1,587,860
Increase in net OPEB obligation (asset) 1,521,966
Net OPEB obligation, beginning of year $(1,041,906)
Net OPEB obligation, end of year $ (480,059)
Year Ended Annual Required Percentage Net OPEB
June 30 Contribution Contributed Obligation
2008 $2,725,238 138% $(1,041,906)
2009 3,109,825 51 480,059

Source: Antioch Unified School District Audit Reports for fiscal year 2008-09.

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to
the plan, and the net OPEB obligation for the year ended June 30, 2008 was as follows:

Fiscal Year Annual % Annual OPEB Net OPEB
Ended OPEB Cost Cost Contributed Obligation (Asset)

June 30, 2008 $2,725,238 138% $(1,041,906)

June 30, 2009 3,109,825 51% 480,059

As of July 1, 2008, the most recent actuarial valuation date, the plan was 6% funded.
The actuarially accrued liability for benefits was $23 million, and the actuarial value of assets
was $2 million, resulting in an unfunded actuarial accrued liability of $21 million. The covered
payroll was $86 million and the ratio of the unfunded actuarial accrued liability L to the
covered payroll was 25%.

For a description of the actuarial methods and assumptions used, see “APPENDIX B -

FISCAL YEAR 2008-09 AUDITED FINANCIAL STATEMENTS- Note 8 - Post Retirement
Benefits” .
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Joint Ventures for Pooled Insurance

The District participates in four joint ventures under joint powers agreements (“JPAs”)
under which the District obtains insurance coverage for various risks:

* The Schools Excess Liability Fund provides for self-funded liability
insurance.

* The Northern California Regional Excess Liability Fund.

* The Contra Costa County Schools Insurance Group for worker’s
compensation insurance.

* The East Bay School Insurance Group for property and liability insurance.

The relationship between the District and each JPA is such that none of the JPAs is a
component unit of the District for financial reporting purposes. Each JPA is governed by a
board consisting of a representative from each member district. Each governing board controls
the operations of the respective JPA, including the selection of management and approval of
operating budgets, independent of any influence by the member districts beyond their
representation of the governing board. Each member district pays a premium commensurate
with the level of coverage requested, and shares surpluses and deficits proportionately to their
participation in the respective JPA.

The County Investment Pool

Under the California Education Code, the District is required to deposit all monies
received from any source into the Treasury of the County to be held on behalf of the District.
Accordingly, the proceeds of the Notes will be deposited in the Treasury of the County to the
credit of the District, and will be withdrawn, used and expended by the District for any
purpose for which it is authorized to expend funds from the General Fund of the District,
including, but not limited to, current expenses, capital expenditures and the discharge of any
obligation or indebtedness of the District.

The County maintains a written policy (the “Investment Policy”) with respect to the
investment of public funds which provides a means to implement the basic objectives of its
investment program pursuant to California Code Section 53630. The objective of the
Investment policy is to maintain safety of principal and the level of liquidity necessary to meet
the needs of the County and agencies participating in the Treasury. The County’s Investment
Policy is reviewed and adopted by resolution by the County Board of Supervisors on an
annual basis. The most current Investment Policy was effective as of June 2009.

County Treasury Pool. The daily investment of Pool funds has been delegated to the
Contra Costa County Treasurer’s Office ("County Treasurer") pursuant to Government Code

section 27000.1 and by ordinance of the Contra Costa County Board of Supervisors.

Authorized investments under the Investment Policy include the Local Agency
Investment Fund of the State Treasury, obligations of the United States Treasury, certificates
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of deposit, bankers acceptances, commercial paper ranked “A1” (or its equivalent) or higher
by a nationally recognized statistical-rating organization, passbook deposits, repurchase
agreements with maximum maturities of one year and medium-term corporate notes.

The County's Investment Report for December 31, 2009 stated:

* The County Treasurer's investment portfolio is in compliance with
Government Code 53600 et. seq.

* The County Treasurer's investment portfolio is in compliance with the County
Treasurer's current investment policy.

* The County Treasurer’s investment portfolio has no securities lending, reverse
repurchase agreements or derivatives.

* The total cost of the investment portfolio was equal to $2,005,987,239 on
December 31, 2009. The fair value was $2,008,159,215 which was 100.1% of cost.

* The weighted average maturity of the total investment pool was 116 days.
More than 88 percent of the portfolio or over $1.77 billion will mature in less than a
year. Historical activities combined with future cash flow projections indicate that the
County is able to meet its cash flow needs for the next six months.

21-



DISTRICT FINANCIAL INFORMATION
Accounting Practices

The accounting practices of the District conform to generally accepted accounting
principles in accordance with policies and procedures of the California School Accounting
Manual. This manual, according to Section 41010 of the California Education Code, is to be
followed by all California school districts. The financial resources of the District are divided
into separate funds for which separate accounts are maintained for recording cash, other
resources and all related liabilities, obligations and equities. The major fund classification is
the general fund which accounts for all financial resources not required to be accounted for in
another fund. The District's fiscal year begins on July 1 and ends on June 30.

All governmental funds and fiduciary funds are maintained on the modified accrual
basis of accounting. As such, revenues are recognized when they become susceptible to
accrual, that is, both measurable and available to finance expenditures for the current period.
For more information on the District’s accounting method, see Note 1 of “APPENDIX B -
FISCAL YEAR 2008-09 AUDITED FINANCIAL STATEMENTS” attached hereto.

The Governmental Accounting Standards Board (“GASB”) published its Statement No.
34 “Basic Financial Statements - and Management’s Discussion and Analysis - for State and
Local Governments” on June 30, 1999. Statement No. 34 provides guidelines to auditors, state
and local governments and special purpose governments such as school districts and public
utilities, on new requirements for financial reporting for all governmental agencies in the United
States. Generally, the basic financial statements and required supplementary information
should include (i) Management’s Discussion and Analysis; (ii) financial statements prepared
using the economic measurement focus and the accrual basis of accounting and (ii) fund
financial statements prepared using the current financial resources measurement focus and the
modified accrual method of accounting and (iii) required supplementary information.

Financial Statements

The District's Audited Financial Statements for the fiscal year ending fiscal year 2008-
09 were prepared by Perry-Smith LLP, Sacramento, California. Audited financial statements
for the District for the fiscal year ended June 30, 2009 and prior fiscal years are on file with the
District and available for public inspection at the Superintendent’s Office. See Appendix B
hereto for excerpts from the 2008-09 Audited Financial Statements. Copies of such financial
statements will be mailed to prospective investors and their representatives upon written
request to the District. The District has not requested nor did the District obtain permission
from Perry-Smith LLP to include the audited financial statements as an appendix to this
Official Statement. Accordingly, Perry-Smith LLP has not performed any post-audit review of
the financial condition or operations of the District.

The following table shows the audited income and expense statements for the District
for the 2006-07 through 2008-09 fiscal years.
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Table 3
ANTIOCH UNIFIED SCHOOL DISTRICT
Summary of General Fund Revenues, Expenditures and Changes in Fund Balance
For Fiscal Years 2006-07 through 2008-09 (audited)

Audited Audited Audited
2006-07 2007-08 2008-09
Revenues
Revenue limit sources:
State apportionment $74,317,539 $74,652,682 $73,914,665
Local sources 36,219,101 36,096,682 32,425,603
Total revenue limit 110,536,640 110,749,364 106,340,268
Federal revenues 7,035,702 6,611,295 14,700,859
Other state revenues 24,400,380 24,233,743 19,860,618
Other local revenues 11,504,365 9,891,778 7,729,667
Total Revenues 153,477,087 151,486,180 148,631,412
Expenditures
Certified salaries 74,825,525 73,724,296 73,753,693
Classified salaries 20,133,973 21,239,428 20,731,762
Employee benefits 26,877,369 26,733,744 26,344,660
Supplies and materials 5,913,891 6,915,972 4,843,325
Services, other operating expenses 14,839,734 15,394,202 14,727,240
Capital outlay 690,830 1,283,519 185,063
Other outgo 578,641 22,954 47,488
Debt service: principal 1,046,233 114,247 824,342
Debt service: interest 991,798 337,954 667,242
Total Expenditures 145,897,994 145,766,316 142,124,815
Excess of Revenues Over/(Under)
Expenditures 7,579,093 5719864 6,506,597
Other Financing Sources (Uses)
Operating transfers in 24,465,000 319,730 367,863
Operating transfers out (11,678,079) (3,218,781) (500,000)
Proceeds from capitalized lease - 610,721
Total Other Fin. Source(Uses) 12,786,921 (2,288,330) (132,137)
Net change in fund balance 20,366,014 3,431,534 6,374,460
Fund Balance, July 1 22,058,458 42,424,472 28,680,402
Restatement of fund balance ) (17,175,604)
Fund Balance, June 30 $42,424,472 $28,680,402 $35,054,862

(1) The Auditor determined that proceeds from certificates of participation, which should have been included in
the Debt Service Fund, were improperly included in the General Fund in fiscal year 2006-07, resulting in
overstatement and understatement of Cash with Fiscal Agent of $15,534,712 and investments of $1,641,432 in
the General Fund and the Debt Service Fund, respectively. Accordingly, fund balances of these funds as of July
1, 2007 have been adjusted.

Source:  Antioch Unified School District Audit Reports for fiscal years 2006-07 through 2008-09.
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The following table shows the District’s Budget, as adopted by the Board of Education,
for fiscal year 2009-10, compared to projected year totals for the General Fund taken from the
District’s Second Interim Budget Report.

Table 4

ANTIOCH UNIFIED SCHOOL DISTRICT
Adopted Budgets
For Fiscal Year Ended June 30, 2009 and June 30, 2010

2nd jnterim

Adopted Budget Report
2009-10 2009-10 @

Beginning Balance $29,594,818 $36,814,915
Revenues
Revenue Limit Sources $ 96,935,437 91,909,345
Federal revenues 10,150,809 10,587,426
Other state revenues 19,689,545 19,934,718
Other local revenues 6,999,081 7,617,581
Total Revenues 133,774,872 130,049,070
Expenditures
Certificated Salaries 74,178,451 74,587,890
Classified Salaries 20,622,101 20,709,463
Employee Benefits 26,349,772 26,486,101
Books and Supplies 7,347,609 8,382,968
Services and Other Operating Expenditures 13,915,044 14,065,913
Capital Outlay 175,792 272,500
Other Outgo 1,217,677 1,217,677
Total Expenditures 143,806,446 145,722,512
Surplus/Deficit (10,031,574) (15,673,442)
Ending Balance $19,563,244 $21,141,473

(1) Projected year totals.
Source: Antioch Unified School District.

District Reserves. The District Board has adopted a policy of keeping its reserve funded
at 4.0% of its expenditures. For 2007-08, the reserve was 4.0%, for 2008-09 was 4.0% and is
projected to be 4.0% for 2009-10. However, in 2010-11, the reserve is projected to go below the
generally required State mandate of 3.0%, and therefore, the District’s 2009-10 Second Interim
Report received a qualified certification. See “~-Budget Process” below.

District Actions to Address Reduced State Funding of Education. In order to address
reductions in State funding of education (see “STATE FUNDING OF EDUCATION AND
RECENT STATE BUDGETS”), the District took the following actions in 2008-09: The District
captured the savings from salaries and benefits plus had a budget committee that reviewed all
the expenditures starting in January 2008. This netted a savings of $5 million. In 2008-09,
positions were reduced by a combination of reduced enrollment, reduced work year, and
position eliminations. A budget freeze committee was operating in 2008-09 as well and all
expenditures over $200 were reviewed. Whenever possible, if expenditures could be delayed,
they were. Based on the language in the emergency sessions legislation, the District captured
all the restricted revenue possible moving it into the unrestricted side of the budget.
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In 2009-10, the District continues to review all expenditures as in the prior two years.
Further staffing reductions are being reviewed. The federal stimulus dollars are being utilized
for mostly one-time expenditures. The District plans to continue to review all programs to
reduce unnecessary spending.

Budget Process

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

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

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

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

Under the provisions of AB 1200, each school district is required to file interim
certifications with the county office of education as to its ability to meet its financial
obligations for the remainder of the then-current fiscal year and, based on current forecasts, for
the subsequent two fiscal years. The county office of education reviews the certification and
issues either a positive, negative or qualified certification. A positive certification is assigned
to any school district that will meet its financial obligations for the current fiscal year and
subsequent two fiscal years. A negative certification is assigned to any school district that will
be unable to meet its financial obligations for the remainder of the fiscal year or subsequent
fiscal year. A qualified certification is assigned to any school district that may not meet its
financial obligations for the current fiscal year or subsequent two fiscal years.

District’s Certification History. The following is a summary of actions that the county
superintendent has take with respect to certification of past interim reports

1997/98 1*" interim: qualified;

1997/98 2" interim: negative;

1998/99 2" interim: qualified;

2002/03 2™ interim: qualified.

2003/04: 1*" interim: qualified; 2nd interim: negative; 3rd interim required. The
District was not able to meet the reserve requirement of 3% for the 2003-04 fiscal
year. The third interim provided a 5-year recovery plan which was implemented.

2004/05 1°*" interim: qualified.

2008-09 1*' and 2™ interims: qualified.

The District’s 15t and 274 Interim Reports for fiscal year 2009-10 received a “Qualified
Certification”. Although the District projects a positive ending balance as of June 30, 2010, the
District does not expect to be able to maintain the required 3% reserve for one of the two
subsequent fiscal years, and expects to have a negative cash balance for 2009-10 as a result of
the deferments that the State has imposed.

Long-Term Debt

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

General Obligation Bonds. The District has previously issued its

*  $9,340,000 General Obligation Bonds (School Facilities Improvement District
No. 1) Election of 2008, Series A (the “Series A Bonds”), and

* $10,660,000 General Obligation Bonds (School Facilities Improvement
District No. 1) Election of 2008, Series B (the “Series B Bonds”).
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The Series A Bonds are currently outstanding in the aggregate principal amount of
$9,340,000 and the Series B Bonds are currently outstanding in the aggregate principal amount
of $10,660,000.

Certificates of Participation. In June 2007, the Alameda-Contra Costa School
Financing Authority executed and delivered $24,465,000 of the 2007 Certificates with interest
rates from 4.0% to 4.5% to provide funds for the advance refunding of certificates of
participation issued in 1997 and in 2000, and to provide funds for various capital projects.
The 2007 Certificates are currently outstanding in the principal amount of $21,910,000. The
2007 Certificates are payable from general fund revenues.

Capital Leases. The District leases office equipment, portables and vehicles under
lease agreements, which provide for title to pass upon expiration of the lease period. The
present value of minimum lease payments was $485,119 at June 30, 2009. The capital leases
are payable from the General Fund.

State Allocation of Funds and Revenue Limitations

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

For more information on State budgeting and methodology for allocation of moneys to
schools, see “State Funding of Education and Recent State Budgets” below.

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

A schedule of the District's A.D.A. and base revenue limit during the past five years, as
well as projections for two years, is shown below.
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Table 5
ANTIOCH UNIFIED SCHOOL DISTRICT
Average Daily Attendance
Fiscal Years 2004-05 through 2009-10 (projected)

Fiscal Year P-2 ADA Base Revenue Limit Per ADA Funded Base Revenue Limit
2004-05 19,948 $4,954.70 $4,938.70
2005-06 19,433 5,165.70 5,119.62
2006-07 18,955 5,532.16 5,532.16
2007-08 18,586 5,784.38 5,784.38
2008-09 18,250 6,113.38 5,633.84
2009-10M) 18,088 6,374.38 4,951.50

(1) Projected.
Source: Antioch Unified School District.

California school districts receive a significant portion of their funding from State
appropriations. As a result, decreases in State revenues may affect appropriations made by
the Legislature to school districts. See “Effect of State Budgets on Revenues” below.

Revenue Sources
The District categorizes its general fund revenues into four sources:
Table 6
ANTIOCH UNIFIED SCHOOL DISTRICT

District Revenue Sources

Percentage of Total District General
Fund Revenues

Revenue Source 2006-07 2007-08 2008-09
Revenue limit sources 72.0% 73.1% 71.5%
Federal revenues 4.6 4.4 9.9
Other State revenues 15.9 16.0 13.4
Other local revenues 7.5 6.5 52
(1) Consists of a mix of State apportionments of basic and equalization aid

and local property tax revenues.
Source: Antioch Unified School District.

Each of these revenue sources is described below.

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

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

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

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

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

These other State revenues are primarily restricted revenues funding items such as the
Special Education Master Plan, Class Size Reduction Program, home-to-school transportation,
Economic Impact Aid, School Improvement Program, Educational Technology Assistance
Grants, mandated cost reimbursements, instructional materials and mentor teachers.

The District receives State aid from the California State Lottery (the "Lottery"), which
was established by a constitutional amendment approved in the November 1984 general
election. Lottery revenues must be used for the education of students and cannot be used for
non-instructional purposes such as real property acquisition, facility construction, or the
financing of research. Lottery revenues generally comprise approximately 2% of general fund
revenues.

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

Effect of State Budget on Revenues

Public school districts in California are dependent on revenues from the State for a large
portion of their operating budgets. California school districts receive an average of about 55
percent of their operating revenues from various State sources. The primary source of funding
for school districts is the revenue limit, which is a combination of State funds and local
property taxes (see "DISTRICT FINANCIAL INFORMATION - State Allocation of Funds and
Revenue Limitations" above). State funds typically make up the majority of a district's
revenue limit. School districts also receive substantial funding from the State for various
categorical programs. Revenues received by the District from all State sources generally
accounted for about half of total general fund revenues.

The availability of State funds for public education is a function of constitutional

provisions affecting school district revenues and expenditures (see "CONSTITUTIONAL AND
STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND
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APPROPRIATIONS"), the condition of the State economy (which affects total revenue
available to the State general fund), and the annual State budget process.

State Funding of Education and Recent State Budgets

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

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

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

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

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

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

Recent State Budgets. Certain information about the State budgeting process and the
State Budget is available through several State of California sources. A convenient source of
information is the State’s website, where recent official statements for State bonds are posted.
The references to internet websites shown below are shown for reference and convenience only,
the information contained within the websites may not be current and has not been reviewed by
the District and is not incorporated in this Official Statement by reference.
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* The California State Treasurer Internet home page at
www.CountyTreasurer.ca.gov, under the heading “Bond Information”, posts
various State of California Official Statements, many of which contain a
summary of the current State Budget, past State Budgets, and the impact of
those budgets on school districts in the State.

* The California State Treasurer's Office Internet home page at
www.CountyTreasurer.ca.gov, under the heading “Financial Information”,
posts the State’s audited financial statements. In addition, the Financial
Information section includes the State’s Rule 15c2-12 filings for State bond
issues. The Financial Information section also includes the Overview of the
State Economy and Government, State Finances, State Indebtedness, Litigation
from the State’s most current Official Statement, which discusses the State
budget and its impact on school districts.

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

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

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

2009-10 Adopted State Budget. The following is a summary of legislative actions taken
with respect to the 2009-10 Budget.

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

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

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

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

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

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

Governor Declares Fiscal Emergency; State Begins Issuing IOU’s; Budget Compromise
Announced. The Governor announced on July 1 that the budget deficit had grown by $2 billion
to $26.3 billion due to the failure of State lawmakers to adopt immediate education cuts and
money-shifting plans by the June 30 fiscal year end. He declared a fiscal emergency and
ordered a Proposition 58 special session of the Legislature to solve the State’s deficit, ordered
State employees to take three unpaid furlough days every month and proposed closing the
additional $2 billion shortfall largely by cutting school spending even further. To address the
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State’s cash crisis, on July 2 the State began issuing registered warrants, or IOU’s, to several
classes of creditors, including certain local governments.

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

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

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

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

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

The approved amendments include borrowing from local governments and various

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

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

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

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

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

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

$600 million in revenues by increasing income tax withholdings from paychecks. This
allows the State to grab more tax revenue earlier but will result in lower revenue later

due to higher tax refunds or less taxes owed.

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

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

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

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

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

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

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

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

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

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

-34-



source except to pay pre-existing indebtedness, contractual obligations and 75% of the amount
expended on agency administration for the preceding fiscal year.

The California Redevelopment Association (“CRA”) filed a lawsuit to challenge the
State’s take of redevelopment funds approved in the budget amendments. CRA was
successful in overturning the ERAF shift authorized by AB 1389 last year.

2010-11 State Budget. The State again faces a huge budget challenge. The 2010-11
Governor’s Budget projects a deficit of $19.9 billion for the two-year period including fiscal
years 2009-10 and 2010-11. On January 8, 2010, Governor Schwarzenegger declared a “fiscal
emergency.” Pursuant to Proposition 58 (Article IV, Section 10[f] of the California
Constitution), the Legislature is required to hold a special session and must act within 45 days
to address the emergency. If the Legislature d