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The Anderson Union High School District (Shasta County, California) Election of 2012 General Obligation Bonds, Series C
(the “Series C Bonds™) are issued by the Anderson Union High School District (the “District”), located in the County of Shasta,
California (the “County™), to finance specific construction, repair and improvement projects approved by the voters of the District.
The Series C Bonds were authorized at an election of the voters of the District held on November 6, 2012, at which at least 55% of
the voters authorized the issuance and sale of $12,300,000 principal amount of bonds of the District. The Series C Bonds are being
issued under the laws of the State of California (the “State™) and pursuant to a resolution of the Board of Trustees of the District,
adopted on January 16, 2018.

The Series C Bonds are payable from ad valorem taxes to be levied within the District pursuant to the California Constitution
and other State law. The Board of Supervisors of the County is empowered and obligated to levy ad valorem taxes upon all
property subject to taxation by the District, without limitation as to rate or amount (except as to certain personal property which is
taxable at limited rates), for the payment of principal of and interest on the Series C Bonds, all as more fully described herein. See
“SECURITY AND SOURCE OF PAYMENT FOR THE SERIES C BONDS” herein.

The Series C Bonds will be issued as current interest bonds, as set forth on the inside front cover hereof. Interest on the
Series C Bonds is payable on each February | and August 1 to maturity, commencing August 1, 2018. Principal of the Series C
Bonds is payable on August 1 in each of the years and in the amounts set forth on the inside front cover hereof.

The Series C Bonds will be issued in denominations of $5,000 principal amount, or any integral multiple thereof as shown on
the inside front cover hereof.

The Series C Bonds will be issued in book-entry form only and will be initially issued and registered in the name of Cede &
Co., as nominee for The Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository for the
Series C Bonds. Individual purchases of the Series C Bonds will be made in book-entry form only. Purchasers will not receive
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Payments of the principal of and interest on the Series C Bonds will be made by U.S. Bank National Association, as paying agent,
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remit such payments to the beneficial owners of the Series C Bonds. See “THE SERIES C BONDS — Payment of Principal and
Interest” herein.

The Series C Bonds are subject to redemption prior to maturity as described herein. See “THE SERIES C BONDS —
Redemption” herein.

The Series C Bonds will be dffered when, as and if issued by the District and received by the Underwriter, subject to the
approval of legality by Orrick, Herrington & Sutcliffe LLP, Irvine, California, Bond Counsel to the District. Certain legal matters
will be passed upon for the District by Orrick, Herrington & Sutcliffe LLP, Irvine, California, as Disclosure Counsel to the
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MATURITY SCHEDULE
BASE CUSIPt: 033573
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Maturity Principal Interest CUSIP
{August 1) Amount Rate Yield Number®

2019 $ 30,000 5.0009%6 1.380% cQ7
2020 25,000 5.000 1.580 CRS
2021 30,000 5.000 1.760 CS3
2022 40,000 5.000 1.880 CT1
2023 40,000 5.000 2.020 cus
2024 50,000 5.000 2.130 CVe6
2025 60,000 5.000 2.260 cw4
2026 65,000 5.000 2.380F CcX2
2027 70,000 5.000 2.470F CYO
2028 80,000 5.000 2.540 CZ7
2029 S0,000 5.000 2.600 DA1
2030 100,000 5.000 2.660¢ DB9
2031 110,000 5.000 2.700F DC7
2032 120,000 3.000 3.240 DD5S
2033 130,000 3.125 3.340 DE3
2034 140,000 3.125 3.380 DFO
2035 150,000 3.250 3410 DG8
2036 160,000 3.250 3.440 DH6
2037 200,000 3.250 3470 D2
2038 295,000 3.250 3.500 DK9
2039 315,000 3.375 3.520 DL7

tcusipe isa regjistered trademark of the American B ankers Association. CUSIP Global Services (CGS) is managed on behalf of the American
Bankers Association by S&P Capital 1Q. Copyright© 2018 CUSIP Global Services. All rights reserved. CUSIP® data herein is provided by
CUSIP Global Services. Thisdatais nat intended to create a database and does nat serve in any way as a substitute far the CGS database. CUSIP®
numbers are pravided for convenience of reference only. None of the District, the U ndenwriter or their agents or counsel assume responsibility for
the accuracy of such numbers.

“Yield tocall at par onAugust 1, 2025.
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This Official Statement does not constitute an offering of any security other than the original
offering of the Series C Bonds by the District. No dealer, broker, salesperson or cther person has been
authorized by the District to give any information or to make any representations other than as contained
in this Official Statement, and if given or made, such cther information or representation not so authorized
should nat be relied upon as having been given or authorized by the District.

The Series C Bonds are exempt from registration under the Securities Act of 1933, as amended,
pursuant to Section 3(a) 2 thereof. This Official Staterment does not constitute an offer tosell or asolicitation
of an offer to buy Series C Bonds in any state in which such offer or sdlicitation is not authorized or in
which the person making such offer or sdlicitation is not qualified to do so, or to any person towhomiit is
unlawful to make such offer or sdlicitation.

The information set forth herein other than that furnished by the District, although obtained from
sources which are believed to be reliable, is not guaranteed as to accuracy or completeness, and s not to be
construed as a representati on by the District. The information and expressions of gpinions herein are subject
to change without notice and neither delivery of this Official Statement nor any sale made hereunder shall,
under any circurmstances, create ary implication that there has been no change in the affairs of the District
since the date hereof. This Official Statement is submitted in connection with the sale of the Series C Bonds
referred to herein and may not be reproduced or used, inwhole or in part, for any cther purpose.

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

Certain staterments included or incorporated by reference in this Offidal Statement constitute
“forwarcHooking statements.” Such staterrents are generally identifiable by the terminology used, such as
“plan,” “expect,” “estimate,” “budget” or ather similar words. The achievement of certain results or other
expectations contained in such forwardHooking staterments irvolve known and unknown risks, uncertainties
and ather factors which may cause actual results, performance or achievements described to be materially
different from any future results, performance or achieverments expressed or implied by such forward-
looking staterments. The District does not plan to issue any updates or revisions to those forwardooking
staterments if or when their expectations, or events, conditions or circumstances on which such statements
are based, occur.

The District maintains a website. However, the information presented there is not part of this
Official Staterment and should nat be relied upon in making an investment decision with respect tothe Series
C Bonds.

In connection with this offering, the Underwriter may overallat or effect transactions which
stabilize or maintain the market prices of the Series C Bonds at levels above those that might otherwise
prevail in the open market. Such stabilizing, if commenced, may be discontinued at any time. The
Underwriter may offer and sell the Series C Bonds to certain securities dealers and dealer banks and banks
acting as agent at prices lower than the public offering prices stated on the insice front cover page of this
Official Statement. The public offering prices may be changed fromtime to time by the Underwriter.



$2,300,000
ANDERSON UNION HIGH SCHOOL DISTRICT
(SHASTA COUNTY, CALIFORNIA)
ELECTION OF 2012 GENERAL OBLIGATION BONDS, SERIES C
(BANK QUALIFIED)

INTRODUCTION

This introduction is not a summary of this Official Staterrent. It is only a brief description of and
guide to, and is qualified by, more coamplete and detailed information contained in the entire Official
Staterment, including the cover page and appendices hereto, and the documents surmmarized or described
herein. A full review should be made of the entire Official Staterment. The offering of the Series C Bonds to
potential investors is made only by means of the entire Official Staterrent.

General

This Offidal Statement, which includes the cover page and appendices hereto, is provided to
furnish information in connection with the sale of $2,300,000 aggregate principal amount of Anderson
Union High Schodl District (Shasta County, California) Election of 2012 General Obligation Bonds, Series
C (the “Series C Bonds”), all as indicated on the inside front cover hereof, to be offered by the Anderson
Union High Schod District (the “District”).

This Official Statement speaks only as of its date, and the information contained herein is subject
to change. The District has no obligation to update the information in this Official Staterment, except as
required by the Continuing Disclosure Cetrtificate to be executed by the District. See “OTHER LEGAL
MATTERS - Continuing Disclosure.”

The purpose of this Official Staterment is to supply information to prospective buyers of the Series
C Bonds. Quotations from and summaries and explanations of the Series C B onds, the resolution of the
Bacard of Trustees of the District relating to the Series C B onds, and the constitutional provisions, statutes
and other documents described herein, do not purport to be complete, and reference is herely made to said
documents, constitutional provisions and statutes for the complete provisions thereof.

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

Copies of documents referred to herein and information concerning the Series C Bonds are
available from the District by contacting: Anderson Union High School District, 1469 Fetry Street,
Anderson, California 96007, Attention:  Superintendent. The District may impose a charge for copying,
handling and mailing such requested documents.

The District

The District was founded in 1908 and serves the unincorporated communities of Cottormood and
Happy Valley, the City of Anderson and a portion of the City of Redding in the County of Shasta (the
“County”). The Districtis located 150 miles north of Sacrarmento. The District encompasses approxi mately
270 square miles and serves a population of approximately 39,000 residents. The District is a high schodl
district serving students in ninth through twelfth grades. The District operates two high schools, one



continuation school, ohe community day school, ohe alternative schoal, one adult education program and
one charter schoal, the Anderson New Technology High Schodl (“Anderson NTHS”). The District prgjects
that total enrdllment for fiscal year 201718 will be 1,589 students, excluding students attending Anderson
NTHS.

For additional information about the District, see APPENDIX A — “INFORMATION RELATING
TO THE DISTRICT'S OPERATIONS AND BUDGET” and APPENDIX B - “FINANCIAL
STATEMENTS OF THE DISTRICT FOR THE FISCAL YEAR ENDED JUNE 30, 2017." See also
APPENDIX C - “GENERAL ECONOMIC AND DEMOGRAPHIC INFORMATION FOR THE
COUNTY OF SHASTA AND THE CITY OF ANDERSON” for economic and demographic information
regarding the region encompassing the District.

THE SERIES C BONDS
Authority for Issuance; Purpose

The Series C Bonds are issued under the provisions of California Government Code Section 53506
et seq,, including Section 53508.7 therecf, and California E ducation Code Section 15140 and Artide X I11A
of the California Constitution and pursuant to a resolution adopted |y the Board of Trustees of the District
onJ anuary 16, 2018 (the “Resalution”).

At an election held on November 6, 2012, the District received authorization under Measure C to
issue general obligation bonds of the District in an aggregate principal amount not to exceed $12,300,000
to repair leaky roofs, upgrade heating, ventilation, electrical, plumbing and sewer systerrs, construct
voaational educational facilities, install energy effident utility systerrs, improve safety with new fire
alarms, improve technology, and modernize restrooms at Anderson and West Valley High Schods
(collectively, the “ 2012 Authorization”). Measure C required approval by at least 55% of the votes cast by
eligible voters within the District and received an approval of approximately 57.13% . The Series C Boncls
represent the third and final series of authorized bonds to be issued under the 2012 Authorization and will
be issuedto (i) finance authorized projects and (ii) pay costs of issuance with respect tothe Series C Bonds.
See “Application and | vestrment of Series C Bond Proceeds” herein.

Form and R egjistration

The Series C Bonds will beissuedin fully registered form only, without coupons, in denominations
of $5,000 principal amount or integral multiples thereof. The Series C Bonds will initially be registered in
the name of Cede & Co., as hominee of The Depaository Trust Company (“DTC”), New Y ork, New Y ork.
DTC will act as securities depository of the Series C Bonds. Purchases of Series C Bonds under the DTC
book-entry system must be made by or through a DTC participant, and ownership interests in Series C
Bonds will be recorded as entries on the books of said participants. Except inthe event that use of this book—
entry system is discontinued for the Series C Bonds, beneficial owners (“Beneficial Owners”) will not
receive physical certificates representing their ownership interests. See APPENDIX G — “BOOK-ENTRY
ONLY SYSTEM.”

Payment of Principal and I nterest

Interest. The Series C Bonds will be dated as of their date of delivery, and bear interest at the rates
set forth on the inside front cover page of this Offidal Statement, payable on February 1 and August 1 of
each year (each, an “Interest Payment Date”), comimencing on August 1, 2018, computed on the basis of a
360-day year consisting of twelve 30-day months. Each Series C Bond will bear interest from the Interest
Payment Date next preceding the date of authentication thereof, unless it is authenticated after the close of



business on the 15" day of the calendar month immediately preceding an Interest Payment Date (the
“Record Date”) and on or prior to the succeeding | nterest Payment Date, in which event itwill bear interest
from such I nterest Payment Date, or unless it is authenticated on o before the Record Date preceding the
first Interest Payment Date, in which event it will bear interest fromits dated date; provided, however, that
if, at the time of authentication of any Series C Bond, interest is in default oh any outstanding Series C
Bonds, such Series C Bond will bear interest from the Interest Payment Date to which interest has
previously been paid or made available for payment on the outstanding Series C B ondk.

Payment of Series C B onds. The prindipal of the Series C Bonds is payable in lawful money of the
United States of America upon the surrender thereof at the principal corporate trust office of U.S. Bank
National Association, as paying agent (the “Paying Agent”) at the maturity thereof or upon redemption
pricr to maturity.

Interest on the Series C Bonds is payalle in lawful money of the United States of America by check
mailed on each | nterest Payment Date (if a business day, or on the next business day if the Interest Payment
Date does nat fall on a business day) to the registered owner thereof (the “Owner”) at such Owner’s address
as it appears on the bond registration books kept by the Paying Agent or at such address as the Owner may
have filed with the Paying Agent for that purpose, except that the payment shall be made by wire transfer
of immediately available funds to any Owner of at least $1,000,000 of outstanding Series C Bonds who
shall have requested in writing such method of payment of interest prior to the d ose of business onaRecord
Date. So long as the Series C Bonds are held by Cede & Co., as nominee of DTC, payment shall be made
by wire transfer. See APPENDIX G — “BOOK-ENTRY ONLY SYSTEM.”

R edemption

Optional Redemption. The Series C B onds maturing on or before August 1, 2025, are not subject
to optional redemption prior to their respective stated maturity dates. The Series C Bonds maturing on or
after August 1, 2026, are subject to redemption prior to their respective stated maturity dates, at the option
of the District, from any source of available funds, as a whaole or in part on any date on or after August 1,
2025, at a redemption price equal to the principal amount of the Series C Bonds called for redemption,
together with interest accrued thereon to the date of redemption, without premium

Selection of Series C Bonck for Redemption. If less than all of the Series C Bonds are called for
redlemption, the Series C Bonds shall be redeemed in inverse order of maturities or as ctherwise directed
by the District. W henever less than all of the outstanding Series C B onds of ary one maturity are designated
for redemgtion, the Paying Agent shall select the outstanding Series C Bonds of such maturity to be
redeermed by lot in any manner deemed fair by the Paying Agent. For purposes of such selection, each
Series C Bond shall be deemedto consist of individual Series C Bonds of denaminations of $5,000 principal
amount, each, which may be separately redeemed.

Natice of Redemption. Ndtice of redemption of any Series C Bond will be given by the Paying
Agent not less than 30 nor more than 60 days prior to the redemption date (i) by first dass mail to the
County and the respective Owners thereof at the addresses appearing on the bond registration books, and
(i) as may be further required in accordance with the Continuing Disclosure Certificate with respect to the
Series C Bonds. See APPENDIX E — “FORM OF CONTINUING DISCLOSURE CERTIFICATE.”

Each natice of redemption will contain the following information: (i) the date of such nctice;
(i) the name of the Series C Bonds and the date of issue of the Series C Bonds; (iii) the redemption date;
(iv) the redemption price; (v) the dates of maturity or maturities of Series C B onds to be redeemed; (vi) if
less than all of the Series C B onds of any maturity are to be redeermed the distinctive numbers of the Series
C Bonds of each maturity to be redeemed, (vii) in the case of Series C Bonds redeermed in part only, the



respective portions of the prindipal amount of the Series C Bonds of each rmaturity to be redeemed; (viii)
the CUSIP number, if any, of each maturity of Series C Bonds to be redeermed; (ix) a statement that such
Series C Bonds must be surrendered by the Owners at the principal corporate trust office of the Paying
Agent or at such other place or places designated by the Paying Agent; (X} notice that further interest on
such Series C Bonds will not accrue after the designated redemption date; and (xi) in the case of a
conditional natice, that such notice is conditioned upon certain circumstances and the manner of rescinding
such conditional notice. The actual receipt by the Owner of any Series C Bond or by any securities
depository or information service of hotice of redemption shall not be a condition precedent to redemption,
and failure to receive such notice, or any defect in the notice given, shall not affect the validity of the
proceedings for the redemption of such Series C Bonds or the cessation of interest on the date fixed for
recdemption.

E ffect of Notice of Redemption. When natice of redemption has been given substantially as
described above and when the redemption price of the Series C B onds called for redemption is set aside,
the Series C B onds designated for redemption shall become due and payable on the specified redemption
date and interest shall cease to accrue thereon as of the redemption date, and upon presentation and
surrender of such Series C Bonds at the place specified in the notice of redemption, such Series C B onds
shall be redeermed and paid at the redemption price thereof out of the money provided therefor. The Owners
of such Series C Bonds so called for redemgtion after such redemption date shall lock for the payment of
such Series C Bonds and the redemption premium thereon, if any, only to moneys on deposit for the purpose
in the interest and sinking fund of the District within the County treasury (the “Interest and Sinking Fund’)
or the trust fund established for such purpose. All Series C B onds redeemed shall be cancelled forthwith by
the Paying Agent and shall nat be reissued.

Right to Rescind Notice. The District may rescind any optional redemption and nctice thereof for
any reason oh any date prior to the date fixed for redemption by causing written natice of the rescission to
be given tothe owners of the Series C Bonds so called for redemption. Any optional redemption and notice
thereof shall be rescinded if for any reason on the date fixed for redemption moneys are not available inthe
Interest and Sinking Fund of the District or otherwise held in trust for such purpose in an amount sufficient
to pay in full on said date the principal of, interest, and any premium due on the Series C Bonds called for
redemption. Notice of rescission of redemption shall be given in the same manner in which nctice of
redemption was originally given. The actual receipt by the owner of any Series C Bond of notice of such
rescission shall not be a condition precedent to rescission, and failure to receive such naotice or any defect
in such natice shall not affect the validity of the rescission.

Defeasance of Series C Bonds

The District may pay and discharge any or all of the Series C B onds by depositing in trust with the
Paying Agent or an escrow agent at or before maturity, money or non-callable direct obligations of the
United States of America or ather non-callable obligations the payment of the principal of and interest on
which is guaranteed by a pledge of the full faith and credit of the United States of America, in an amount
whichwill, together with the interest to accrue thereon and avail able moneys then on deposit in the Interest
and Sinking Fund of the District, be fully suffidient to pay and discharge the indebtedness on such Series C
Bonds (including all principal, interest and redemption premiums) at or before their respective maturity
clates.

Unclaimed Moneys
Any money held in any fund or by the Paying Agent in trust for the payment of the principal of,

redemption premium, if any, or interest on the Series C Bonds and remaining unclaimed for twoyears after
the principal of such Series C Bonds has become due and payable (whether by maturity or upon prior



redemyption) is required to be transferred to the Interest and Sinking Fund of the District for payment of any
outstanding bonds of the District payable from said fund; or, if no such bonds of the District are at such
time outstanding, said moneys is required to be transferred to the general fund of the District as provided
and permitted by law.

Application and I nvestment of Series C B ond Proceeds
The proceeds of the Series C B onds are expected to be applied as follows:
ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
E lection of 2012 General Obligation Bonds, Series C

E stimated Sources and Uses of Funds

Sources of Funds:

Aqggregate Prindipal Amount of Series C Bonds $2,300,000.00
Plus Net Original 1ssue Premium 79,888.25

Total Sources of Funds $2,379,888.25

Uses of Funds:

Deposit to Building Fund $2,150,000.00
Deposit to Interest and Sinking Fund” 45,388.25
Costs of Issuance'? 150,000.00
Underwriter’s Discount 34,500.00

Total Uses of Funds $2,379,888.25

) Consists of premium received by the District.
@ Includes legal fees, municipal advisor fees, rating agency fees, printing fees, and other mi scellaneous expenses.

Under Califarnia law, all money received by or apportioned to a schoadl district must generally be
paid into and held in the county treasury. Thus, the proceeds from the sale of the Series C B onds will be
deposited in the County treasury tothe credit of the building fund of the District (the “B uilding Fund’) and
shall be accounted for together with the proceeds of other bonds of the District separately from all other
District and County funds. Such proceeds shall be applied sdlely for the purposes for which the Series C
Bonds were authorized. Any premium or accrued interest on the Series C Bonds received by the District
will be deposited in the Interest and Sinking Fund of the District in the County treasury. |nterest and
earnings on each fundwill accrue to that fund. All funds held by the County TreasurerTax Cdlector in the
Building Fund and the Interest and Sinking Fund of the District are expected to be invested at the sole
discretion of the County Treasurer—-Tax Callector on behalf of the District in such investments as are
authorized by Section 53601 and following of the California Government Code and the investment policy
of the County, as either may be amended or supplemented from time to time. See APPENDIX F -
“SHASTA COUNTY STATEMENT OF INVESTMENT POLICY AND QUARTERLY INVESTMENT
REPORT” for a description of the permitted investments under the investment policy of the County. In
addition, to the extent permitted by law and the investment policy of the County, the District may request
inwriting that all or any portion of the funds held in the Building Fund of the District may be invested in
investment agreements, including guaranteed investment contracts, float contracts or other investment
products which comply with the requirements of each rating agency then rating the Series C Bonds. The
County Treasurer-Tax Cadllector does not monitor such investments for arbitrage compliance and does not
perform any arbitrage cal culations with respect to such investments.



Debit Service

Debt service on the Series C Bonds, assuming no optional redemptions, is as set forth in the
fdlowingtable.

ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
E lection of 2012 General Obligation Bonds, Series C

Y ear Ending Total Debt
August 1, Principal | nterest Service
2018 - $ 3925833 $ 3925833
2019 $  30,000.00 88,331.26 118,331.26
2020 25,000.00 86,831.26 111,831.26
2021 30,000.00 85,581.26 115,581.26
2022 40,000.00 84,081.26 124,081.26
2023 40,000.00 82,081.26 122,081.26
2024 50,000.00 80,081.26 130,081.26
2025 60,000.00 77,581.26 137,581.26
2026 65,000.00 74,581.26 139,581.26
2027 70,000.00 71,331.26 141,331.26
2028 80,000.00 67,831.26 147,831.26
2029 90,000.00 63,831.20 153,831.26
2030 100,000.00 59,331.26 159,331.26
2031 110,000.00 54,331.26 164,331.26
2032 120,000.00 48,831.26 168,831.26
2033 130,000.00 45,231.26 175,231.26
2034 140,000.00 41,168.76 181,168.76
2035 150,000.00 36,793.76 186,793.76
2036 160,000.00 31,918.76 191,918.76
2037 200,000.00 26,718.76 226,718.76
2038 295,000.00 20,218.76 315,218.76
2039 315,000.00 10,631.26 325,631.26
Totl: $2,300,000.00 $1,276,577.29 $3,576,577.29




Outstanding Bonds

In addition to the Series C B onds, the District has two additional series of bonds outstanding, each
of which is secured by ad valoremtaxes upon all property subject to taxation by the District on a parity
with the Series C Bondk.

Under the 2012 Authorization, voters approved the District’s issuance of bonds in an aggregate
pringipal amount not to exceed $12,300,000 to finance specific construction prgjects approved by the voters
as indicated herein. On March 27, 2013, the District issued $5,000,000 aggregate principal amount of its
Election of 2012 General Obligation B onds, Series A (the “Series A Bonds”) as the District’s first series of
bonds issued under the 2012 Authorization. On May 12, 2015, the District issued $5,000,000 aggregate
principal amount of its Election of 2012 General Obligation B onds, Series B (the “Series B Bonds”) as the
District’s second series of bonds issued under the 2012 Authorization. The Series C Bonds represent the
third and final series of bonds issued under the 2012 A uthorization.

Aggregate Debt Service

The fdlowing table sets forth the annual aggregate debt service requirements of all outstanding
bonds of the District, assuming no optional redemptions.

ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
General Obligation Bonds - Aggregate Debt Service

Aggregate
Y ear Ending Debt
August 1, Series A Bonds Series B Bonds SeriesC Bonds Service
2018 $ 242,368.76 $ 344,162.50 $ 39,258.33 $ 625,789.59
2019 240,768.76 236,062.50 118,331.26 595,162.52
2020 254,168.76 240,062.50 111,831.26 606,062.52
2021 261,318.76 248,962.50 115,581.26 625,862.52
2022 268,168.76 257,012.50 124,081.26 649,262.52
2023 278,568.76 269,762.50 122,081.26 670412.52
2024 288,368.76 277,062.50 130,081.26 695,512.52
2025 299,018.76 284,062.50 137,581.26 720,662.52
2026 309218.76 295,762.50 139,581.26 744,562.52
2027 318,750.00 305,762.50 141,331.26 765,843.76
2028 327,575.00 315,162.50 147,831.26 790,568.76
2029 335,656.26 330512.50 153,831.26 820,000.02
2030 347,956.26 340,262.50 159,331.26 847,55002
2031 359556.26 349,325.00 164,331.26 87321252
2032 375,456.26 357,662.50 168,831.26 901,950.02
2033 380,125.00 375,512.50 175,231.26 930,868.76
2034 394,250.00 387,243.76 181,168.76 962,662.52
2035 413,000.00 393,300.00 186,793.76 993,093.76
2036 420,000.00 408,500.00 191,918.76 1,020418.76
2037 330,750.00 488,250.00 226,718.76 1,045,718.76
2038 - 723,250.00 315,218.76 1,038,468.76
2039 - 745,500.00 325,631.26 1,071,131.26
Total: $6,445,043.88 $7,973,156.26 $3,576,577.29 $17,994, 77743

Source: Stifel, Nicolaus & Company, | ncorporated.



SECURITY AND SOURCE OF PAYMENT FOR THE SERIES C BONDS
General

In order to provide sufficient funds for repayment of principal and interest when due on the Series
C Bonds, the B oard of Supervisars of the County is empowered and is obligated to levy ad valorem taxes
upon all property subject to taxation by the District, without limitation as to rate of amount (except as to
certain personal property which is taxable at limited rates). Such taxes are in addition to cther taxes levied
upon property within the District. W hen collected, the tax revenues will be deposited by the County in the
Interest and Sinking Fund of the District, which is required to be maintained by the County and to be used
solely for the payment of bonds of the District.

The Series C Bonds are payable from ad valoremtaxes to be levied within the District pursuant to
the California Constitution and other State law, and are not a debt or obligation of the County. No fund of
the County is pledged or obligated to repayment of the Series C Bonds.

Statutory Lien on Taxes (Senate Bill 222)

Pursuant to Section 53515 of the California Government Code (which became effective on J anuary
1, 2016), all general obligation bonds issued by local agencies, including refunding bonds, will be secured
by a statutory lien on all revenues received pursuant to the levy and collection of the tax. Section 53515
provides that the lienwill automatically arise, without the need for any action or authorization by the local
agency or its governing board, and will be valid and binding from the time the bonds are executed and
delivered. Section 53515 further provides that the revenues received pursuant to the levy and collection of
the tax will be immediately subject to the lien, and the lien will immediately attach to the revenues and be
effective, binding and enforceable against the local agency, its successor, transferees and creditors, and all
cthers asserting rights therein, irrespective of whether those parties have natice of the lien and without the
heed for physical delivery, recordation, filing or further act.

Pledge of Tax Revenues

The District has pledged all revenues from the property taxes collected fromthe levy by the Board
of Supervisors of the County for the payment of all bonds, including the Series C B onds (cdllectively, the
“Bonds”), of the District heretofore or hereafter issued pursuant to voter-approved measures of the District
and amounts on deposit in the Interest and Sinking Fund of the District to the payment of the principal or
redemption price of andinterest on the Bonds. The R esdl ution provides that the property taxes and amounts
held in the Interest and Sinking Fund of the District shall be immediately subject to this pledge, and the
pledge shall constitute a lien and security interest which shall immediately attach to the property taxes and
amounts held in the Interest and Sinking Fund of the District to secure the payment of the Bonds and shall
be effective, binding, and enforceabl e agai nst the District, its successors, creditors and all othersirrespective
of whether those parties have notice of the pledge and without the need of any physical delivery,
recordation, filing, or further act. The Resdution provides that this pledge constitutes an agreement
between the District and the owners of B onds to provide security for the B onds in addition to any statutory
lien that may exist, and the Bonds secured by the pledge are or were issued to finance (or refinance) one or
more of the projects specified in the applicable voter-approved measure.

Property Taxation System
Property tax revenues result from the application of the appropriate tax rate to the total assessed

value of taxable property in the District. School districts receive property taxes for payment of voter—
approved bonds as well as for general operating purposes.



Local property taxation is the responsibility of various county officers. School districts whose
boundaries extend into more than one county are treated for property tax purposes as separate jurisdictions
in each county inwhich they are located. For each schod district located in a county, the county assessor
computes the value of locally assessed taxable property. Based on the assessed value of property and the
scheduled debt service on outstanding bonds in each year, the county auditor-controller computes the rate
of tax necessary to pay such debt service, and presents the tax ralls (induding rates of tax for all taxing
jurisdictions in the county) to the county board of supervisors for approval. The county treasurer-tax
collector prepares and mails tax bills to taxpayers and collects the taxes. B oth the county auditor-controller
and the county treasurer-tax collector have accounting responsibilities related to the callecting of property
taxes. Once callected, the county auditor-controller apportions and distributes the taxes to the various
taxing entities and related funds and accounts. The county treasurer-tax cdllector, the superintendent of
schoals of which has jurisdiction over the school district, holds schodl district funds, including taxes
collected for payment of schod bonds, and is charged with payment of principal and interest on the bonds
when due, as ex offidio treasurer of the school district.

Assessed Valuation of Property Within the District

Taxable property located inthe District has a fiscal year 2017-18 assessed val ue of $3,264,551,349.
All property (real, personal and intangible) is taxable unless an exemption is granted by the California
Constitution or United States law. Under the State Constitution, exempt classes of property indude
househdld and personal effects, intangible personal property (such as bank accounts, stocks and bonds),
business inventories, and property used for religious, hospital, scientific and charitable purposes. The State
Legislature may create additional exemptions for personal property, but not for real property. Most taxable
property is assessed by the assessor of the county inwhich the property is located. Some special dasses of
property are assessed by the State B oard of E qualization, as described below.

Taxes are levied for each fiscal year on taxable real and personal property assessed as of the
preceding January 1, at which time the lien attaches. The assessed value is required to be adjusted during
the course of the year when property changes ownership or new construction is completed. State law also
affords an appeal procedure to taxpayers who disagree with the assessed value of any property. When
necessitated by changes in assessed value during the course of a year, a supplemental assessment is prepared
50 that taxes can be levied on the new assessed value before the next regular assessment roll is completed.
See “~Appeals of Assessed Valuation; Blanket Reductions of Assessed Values” below.

Under the State Constitution, the State Board of Equalization assesses property of Stateregulated
transportation and communications utilities, induding railways, telephone and telegraph companies, and
companies transmitting or selling gas or electricity. The Board of Equalization also is required to assess
pipelines, flumes, canals and agueducts lying within two or more counties. The value of property assessed
by the Board of Equalization is allocated by a formula to local jurisdictions in the county, including schodl
districts, and taxed by the local county tax officials in the same manner as for locally assessed property.
Taxes on privately owned railway cars, however, are levied and cdllected directly by the Board of
Equalization. Property used in the generation of electricity by a company that does not also transmmit or sell
that el ectricity is taxed locally instead of by the B oard of E qualization. Thus, the reorgani zation of regulated
utilities and the transfer of electridity-generating property to non-utility companies, as often occurred under
electric power deregulation in California, affects how those assets are assessed, and which local agencies
benefit from the property taxes derived. In general, the transfer of State-assessed property located in the
District to non-utility companies will increase the assessed value of property in the District, since the
property’s value will no longer be divided among all taxing jurisdictions in the County. The transfer of
property located and taxed in the District to a State-assessed utility will have the opposite effect generally
reducing the assessedvalue in the District, as the value is shared among the cther jurisdictions in the County.
The District is unable to predict future transfers of State-assessed property in the District and the County,



the impact of such transfers on its utility property tax revenues, or whether future legislation or litigation
may affect ownership of utility assets, the State’s methods of assessing utility property, or the method by
which tax revenues of utility property is allocated to local taxing agencies, including the District.

Locally taxed property is classified either as “secured’ or “unsecured,” and is listed accordingly on
separate parts of the assessment roll. The “secured rall” is that part of the assessment roll containing State-
assessed property and property (real or personal) for which there is a lien on real property suffident, in the
opinion of the county assessor, to secure payment of the taxes. All other property is “unsecured,” and is
assessed on the “unsecured rall.”  Secured property assessed by the State Board of Equalization is
commonly identified for taxation purposes as “utility” property.

The fdlowing table sets forth the assessed valuation of the various classes of property in the
District’s boundaries from fiscal year 2008-09 through 2017-18.

ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
Assessed Valuations
Fiscal Y ears 2008-09 through 201718

Annual %
Fiscal Y ear Local Secured Utility Unsecured Total Change
2008-09 $2,887,271,874 $376,238 $180,685,994 $3,068,334,106 —
200910 2,796,380,957 376,238 183,781,024 2,980,538,219 -2.86%
201011 2,641,536,377 376,238 166,135,092 2,808,047, 707 £.79
201112 2,546,204,784 404,213 159,492,614 2,706,101,611 -3.63
2012-13 2,498 490,689 400,986 160,035,269 2,658,926,944 -1.74
201314 2,569,870,311 378,624 146,903,896 2,717,152,831 2.19
201415 2,694,162,650 400,986 144,277,914 2,838,841,550 448
2015-16 2,805,361,227 419,330 138,731,197 2,944 511,754 3.72
201617 3,013,971,512 419,330 138,705,993 3,153,096,835 7.08
201718 3,114,689,100 419,330 149,442,919 3,264,551,349 3.53

Source:  Assessed valuation information from California Municipal Statistics, Inc.; Annual % Change from Stifel, Nicolaus & Company,
Incorporated.

Assessments may be adjusted during the course of the year when real property changes ownership
or new construction is completed. Assessiments may also be appealed by taxpayers seeking a reduction as
a result of economic and other factors beyond the District’s contrdl, such as a general market decline in
property values, reclassification of property to a class exempt from taxation, whether by ownership or use
(such as exemptions for property owned by State and local agencies and property used for qualified
educational, hospital, charitable or religious purposes), or the complete or partial destruction of taxable
property caused by natural or manmade disaster, such as earthquake, drought, flood, fire, taxic dumping,
etc. When necessitated by changes in assessed value in the course of a year, taxes are pro+ated for each
partion of the tax year. See also” —Appeals of Assessed Valuation; Blanket Reductions of Assessed Vadues "
bel ow.

Appeals of Assessed Valuation; B lanket Reductions of Assessed Values. There are two basic types
of property tax assessment appeals provided for under State law. The first type of appeal, commonly
referred to as a base year assessiment appeal, involves a dispute on the valuation assigned by the assessor
immediately subsequent to an instance of a change in ownership or completion of new construction. If the
base year value assigned by the assessor is reduced, the valuation of the property cannct increase in
subsequent years more than 2% annually unless and until ancther change in ownership and/or additional
hew construction or reconstruction activity occurs.
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The second type of appeal, commonly referred to as a Proposition 8 appeal (which Proposition 8
was approved by the vatersin 1978), can result if factors occur causing a decline in the market val ue of the
property to a level below the property’ s then current taxable val ue (escalated base year value). Pursuant to
State law, a property owner may apply for a Proposition 8 reduction of the property tax assessment for such
owner’s property by filing awritten application, inthe form prescribed by the State Board of E qualization,
with the appropriate county board of equalization or assessment appeals board. A property owner desiring
a Proposition 8 reduction of the assessed value of such owner’s property in any one year must subimit an
application to the county assessment appeals board (the “Appeals Board’). Following a review of the
application by the county assessor’s office, the county assessor may offer to the property owner the
opportunity to stipulate to a reduced assessment, or may confirm the assessment. | f no stipulation is agreed
to, and the applicant el ects to pursue the appeal, the matter is brought before the Appeals B card (or, in some
cases, a hearing examiner) for a hearing and decision. The Appeals B oard generally is required to determine
the outcome of appeals within two years of each appeal’s filing date. Any reduction in the assessment
ultimately granted applies only to the year for which application is made and during which the written
application is filed. The assessed value increases to its prereduction level (such prereduction level
escalated to the inflation rate of no more than 2% ) following the year for which the reduction application
is filed. However, the county assessor has the power to grant a reduction not only for the year for which
application was originally made, but also for the then current year and any intervening years as well. In
practice, such a reduced assessiment may and often does remain in effect beyond the year in which it is
granted.

In addition, Artide X1IIA of the State Constitution provides that the full cash value base of real
property used in determining taxable value may be adjusted from year to year to reflect the inflationary
rate, not toexceed a 2% increase for any givenyear, or may be reduced toreflect a reduction in the consumer
price index or comparable local data. This measure is computed on a calendar year basis. According to
representatives of the County assessor’ s office, the County has in the past, pursuant toArticle X I1IA of the
State Constitution, ordered blanket reductions of assessed property values and corresponding property tax
hills on single family residential properties when the value of the property has declined below the current
assessed value as calculated by the County.

No assurance can be given that property tax appeals and/or blanket reductions of assessed property
values will nat significantly reduce the assessed valuation of property within the District in the future.

See APPENDIX A - “INFORMATION RELATING TOTHE DISTRICT’S OPERATIONS AND
BUDGET - CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT
REVENUES AND APPROPRIATIONS - Limitations on Revenues’ for a discussion of other limitations
on the valuation of real property with respect to ad valoremtaxes.

Bonding Capacity. As a high schod district, the District may issue bonds in an amount upto 1.25%
of the assessed valuation of taxable property within its boundaries. The District’s fiscal year 201718 gross
bonding capacity (also commonly referred to as the “bonding limit” or “delxt limit”) is approximately
$40.81 million and its net bonding capacity is approximately $31.87 million (taking into account current
outstanding delat before i ssuance of the Series C Bonds). Refunding bonds may be issued without regard to
this limitation; however, once issued, the outstanding principal of any refunding bonds is included when
calculating the District’s bonding capacity.
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Assessed Valuation by J urisdiction. The fdlowing table describes a distribution of taxable real
property located in the District by jurisdiction.

ANDERSON UNION HIGH SCHOOL DISTRICT
(County of Shasta, California)
2017-18 Assessed Valuation by J urisdiction

Assessed Assessed % of

Valuation in % of School Valuation of Jurisdiction in

Jurisdiction School District District Jurisdiction School District
City of Anderson $694,696,545 21.28% $694,696,545 100.000%
City of Redding 612,730,228 18.77 8,596,527,626 7.13%
Unincorporated Shasta County 1,957,124,576 59.95 6,997,403,756 27.97%

Total District $3,264,551,349 100.009%

Shasta County $3,264,551,349 100.009% $16,993,492 679 19.21%

Sources California Municipal Statistics Inc.

Assessed Valuation by Land Use. The fdlowing table sets forth a distribution of taxable property
located in the District on the fiscal year 201718 tax rall by principal purpose for which the land is used,
and the assessed valuation and number of parcels for each use.

ANDERSON UNION HIGH SCHOOGL DISTRICT
(Shasta County, California)
201718 Assessed Valuation and Parcels by Land Use

201718 % of No. of % of
Assessed V aluation'” Total Parcels Total
Non-Residential:

Agricultural Rural $176,461,378 5.67% 1,994 10.64%
Commercial Office 285,969,670 918 707 3.77
Vacant Commercial 31,390,346 1.01 281 1.50
Industrial 202,919,397 6.51 140 0.75
Vacant Industrial 24,992 793 080 204 1.09
Recreational 6,470,654 021 38 0.20
Government/Social Anstitutional 1,098,556 o 1,359 7.25
Miscellaneous 10,842 0.00 239 1.28

Subtotal Non-R esidential $729,313,636 23.42% 4,962 26.49%

Residential:

Single Family Residence $2,124,974,074 68.22% 10,501 56.06%
Mohile Home 146,553,761 4.71 2,277 12.16
Mobile Home Park 18,768,651 Q.60 28 Q.15
2-4 Residential Units 46,438,447 1.49 295 1.57
5+Residential Units/Apartments 24,829,252 Q.80 47 0.25
Vacant Residential 23,811,279 076 623 333

Subtotal Residential $2,385,375,464 76.58% 13,771 73.51%

Total $3,114,689,100 100.0095 18,733 100.00%

U Local secured assessed valuation, excluding tax-exempt property.
Source: California Municipal Stati stics, Inc.
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Assessed Valuation of SingleF amily Homes. The following table sets forth the assessedval uation
of single-family homes in the District’s boundaries for fiscal year 2017-18.

ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
201718 Per Parcel Assessed Valuation of Single Family Homes

2017-18 Assessed Average Assessed Median A ssessed

No. of Parcels Valuation Valuation Valuation
Single Farrily Residential 10,501 $2,124,974,074 $202,359 $173,400
2017-18 No. of Cumulative % Curulative %
Assessed V aluation Parcels'! % of Total of Total Total Valuation % of Total of Total
$0-524,999 95 0.905% 0.905% 51,640,151 0.077% 0.077%

$25,000 - $49,999 422 4.019 4.923 17,093,486 0.804 0.882

$50,000 - $74,999 763 7.266 12.189 48,050,593 2.261 3.143

$75,000 - $99,999 916 8.723 20912 79,984,814 3.764 6.907
$100,000 - $124,999 954 9.085 29.997 107,739,928 5.070 11.977
$125,000 - $149,999 1,141 10.866 40.863 156,857,722 7.382 19.359
$150,000 - $174,999 990 9.428 50.290 160,065,722 7.533 26.891
$175,000 - $199,999 889 8.466 58.756 166,342,838 7.828 34.719
$200,000 - $224,999 784 7.466 66.222 166,415,229 7.831 42.551
$225,000 - $249,999 645 6.142 72.365 152,669,122 7.185 49.735
$250,000 - $274,999 443 4.219 76.583 116,265,328 5471 55.207
$275,000 - $299,999 442 4.209 80.792 126,792,795 5.967 61.173
$300,000 - $324,999 370 3.523 84.316 115,321,019 5.427 66.600
$325,000 - $349,999 302 2.876 87.192 101,621,250 4.782 71.383
$350,000 - $374,999 275 2.619 89.810 99,288,738 4.672 76.055
$375,000 - $399,999 227 2.162 91.972 87,878,556 4.136 80.190
$400,000 - $424,999 202 1.924 93.896 83,022,696 3.907 84.097
$425,000 - $449,999 142 1.352 95.248 61,976,292 2917 87.014
$450,000 - $474,999 144 1.371 96.619 66,323,525 3.121 90.135
$475,000 - $499,999 98 0.933 97.553 47,596,187 2.240 92.375
$500,000 and greater 257 2.447 100.000 162,028,083 7.625 100.000

Total 10,501 100.000% $2,124,974,074 100.000%

0 I mproved single family residential parcel s, E xcludes condomi niums and parcels with mult ple family units.
Source: California Municipal Statistics, Inc.
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Largest Taxpayers in District. The fdlowing table sets forth the 20 taxpayers with the greatest
combined ownership of taxable property inthe District on the fiscal year 2017-18 tax rall, and the assessed
valuation of all property owned by those taxpayers in all taxing jurisdictions within the District.

ANDE RSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
L argest 2017-18 L ocal Secured Taxpayers

Primary 2017-18 Percent of

Property Owner Land Use Assessed Valuation Total”

1. Sierra Pacific Industries Industrial $81,515,483 2.62%
2. Wheelabrator Shasta E nergy Company Inc. Power Generation 26,127,000 0.84
3. Walmart Real E state B usiness Trust Commercial 19,500,000 0.63
4. ARCGSREDCAOQOILLC Office B uilding 13,793,526 0.44
5 Gary L. Patterson Commercial 13,751,783 0.44
6. Safeway Holdings Inc. Commercial 7.456,402 0.24
7. Anderson Landfill Inc. Lanfill 7,090,006 0.23
8 A.A.andlda Emmerson Trust Rural Residential 6,915,499 0.22
9. Legerity Group LLC Apartments 6,750,000 0.22
10.  James and Elizabeth Headrick Industrial 6,530,223 0.21
11.  Sanford and Jeri Campbell Trust Warehouse 6,327,078 0.20
12 PACNFLP Rural Land 6,319,850 020
13.  lzabella Investment LLC Hotel M otel 5,832,931 0.19
14.  HPT TA Properties Trust Commercial 5,813,749 0.19
15. KismatFuelsInc. Gas Station Mini-Mart 5,706,743 018
16.  Enterprise Realty Commercial 5,500,000 0.18
17.  JohnHancock Mutual Life I nsurance Co. Agricultural Rural 5,179,957 0.17
18. ElRioEstatesLLC Mobile Home Park 4,971,930 0.16
19. ShastaView Mill LLC Warehouse 4,400,950 0.14
20. 3300FranklinStreet LLC Medical Facility 4,248,220 0.14

$243,731,330 7.83%

(' 2017-18 local secured assessed valuation: $3,114,689,100
Source: California Municipal Statistics, Inc.

The more property (by assessed value) owned by a single taxpayer, the more tax collections are
exposed toweakness, if any, in such taxpayer’s financial situation and ability or willingness to pay property
taxes in a timely manner. Furthermore, assessments may be apjpealed by taxpayers seeking a reduction as
a result of economic and other factors beyond the District’s contrdl. See “ —Appeals of Assessed Valuation;
Blanket Reductions of Assessed Values™ above.

TaxRates

The State Constitution permits the levy of an ad valoremtax on taxable property not to exceed 1%
of the full cash value of the property, and State law requires the full 1% tax to be levied. The levy of special
ad valorem property taxes in excess of the 1% levy is permitted as necessary to provide for debt service
payments on school bonds and other voter-approved indebtedness.

The rate of tax necessary to pay fixed delx service on the Series C Bonds in a given year depends
on the assessed val ue of taxable property in that year. (The rate of tax imposed on unsecured property for
repayment of the Series C Bonds is based on the prior year's secured property tax rate.) Economic and
cther factors beyond the District’s control, such as a general market decline in property values,
reclassification of property to a class exempt from taxation, whether by ownership or use (such as
exemptions for property owned by State and local agencies and property used for qualified educational,
hospital, charitable or religious purposes), or the complete or partial destruction of taxable property caused

14



by natural or manmade disaster, such as earthquake, flood, fire, toxic dumping, etc., could cause areduction
in the assessed value of taxable property within the District and necessitate a corresponding increase in the
annual tax rate to be levied to pay the principal of and interest on the Series C B onds. Issuance of additional
authorized bonds in the future might also cause the tax rate to increase.

Typical Tax Rate Area. The folowing table sets forth ad valorem property tax rates for the last
five fiscal years in three typical Tax Rate Areas of the District (TRA 1-061, TRA 2-001 and TRA 144-005).
These Tax Rate Areas comprise approximately 6.39%, 7.15% and 1.33%, respectively, of the tatal fiscal
year 2017-18 assessed value of the District.

ANDERSON UNION HIGH SCHOOGL DISTRICT
(Shasta County, California)
Typical Total Tax Rates per $100 of Assessed Valuation
Fiscal Y ears 2013-14 through 2017-18

TRA 1-061 (within the City of Redding)

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
201314 2014-15 201516 201617 2017418

General $1.0000 $1.0000 $1.0000 $1.0000 $1.0000
Anderson Union High School District .0185 .0163 .0270 .0057 .0198
S hasta-Teharma-Trinity Community College District .0088 .0107 .0051 .0057 .0267
Pacheco Union School District .0318 .0357 .0221 .0279 .0317

Total $1.0591 51.0627 $1.0542 $1.0393 $1.0782

TRA 2-001 (within the City of Anderson)

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2013-14 201415 2015-16 2016-17 2017-18

General $1.0000 $1.0000 $1.0000 $1.0000 $1.0000
Anderson Union High School District .0185 .0163 .0270 .0057 .0198
Cascade Union Schodl District .0302 .0262 .0267 .0282 .0555
Shasta-Teharma-Trinity Community College District .0088 .0107 .0051 .0057 .0267

Total $1.0575 $1.0532 $1.0588 $1.039 $1.1020

TRA 144-005 (within unincorporated portion of the County)

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
201314 201415 2015-16 201617 2017-18

General $1.0000 $1.0000 $1.0000 $1.0000 $1.0000
Anderson Unionh High School District .0185 .0163 .0270 .0057 .0198
Shasta-Teharma-Trinity Community College District .0088 .0107 .0051 .0057 .0267
Cottonwood Union School District 0237 0244 .0233 .0218 0141

Total $1.0510 51.0514 $1.05%4 $1.0332 $1.0606

Source: CaliforniaMunicipal Statistics, Inc.

In accordance with the California Constitution and the E ducation Code, bonds approved pursuant
to the 2012 Authorization may not be issued unless the District projects that repayment of all outstanding
bonds approved under the 2012 Authorization will require a tax rate no greater than $30.00 per $100,000
of assessedvalue. Based on the assessed val ue of taxable property inthe District at the time of issuance of
the Series C B onds, the District projects that the maximum tax rate required to repay the Series C Bonds
and all ather outstanding bonds approved at the 2012 Authorization will be within that legal limit. The tax
rate limitation applies only when new bonds are issued and does nat restrict the authority of the County
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Board of Supervisors to levy taxes at such rate as may be necessary to pay debt service on the Series C
Bonds and any other series of bonds issued under the 2012 Authorization in each year.

Tax Charges and Delinguencies

A schodl district’s share of the 1% countywide tax is based on the actual allocation of property tax
revenues to each taxing jurisdiction in the county in fiscal year 19789, as adjusted according to a
complicated statutory process enacted since that time. Revenues derived from special ad valoremtaxes for
voter-approved indebtedness, including the Series C Bonds, are reserved to the taxing jurisdiction that
approved and issued the debt, and may only be used to repay that debt.

The County Treasurer-Tax Cdllector prepares the property tax bills. Property taxes on the regular
secured assessment roll are due in two equal installments: the first installment is due on November 1, and
becomes delinquent after December 10. The second installment is due on February 1 and becomes
delinquent after April 10. If taxes are not paid by the delinquent date, a 10% penalty attaches and a $10 cost
is added to unpaid second installments. If taxes rermain unpaid by J une 30, the tax is deermed to be in default,
and a $15 state redemption fee applies. Interest then begins to accrue at the rate of 1.5% per month. The
property owner has the right to redeem the property by paying the taxes, accrued penalties, and costs within
five years of the date the property went into default. If the property is not redeemed within five years, itis
subject to sale at a public auction by the County Treasurer-Tax Collector.

Property taxes on the unsecured roll are due in one payment on the lien date, J anuary 1, and become
delinquent after August 31. A 10% penalty attaches to delinquent taxes on property on the unsecured rall,
and an additional penalty of 1.5% per month begins to accrue on November 1. To collect unpaid taxes, the
County Treasurer-Tax Cdllector may obtain ajudgment lien upon and cause the sale of all property owned
by the taxpayer in the County, and may seize and sell personal property, improvements and possessory
interests of the taxpayer. The County Treasurer-Tax Collector may also bring a civil suit against the
taxpayer for payment.

The date on which taxes on supplemental assessiments are due depends on when the supplemental
tax bill is mailed.
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The first table bel ow sets forth real property tax charges and corresponding delinquencies for fiscal
years 20123 through 2016-17 with respect to the taxes levied on property located in the District to pay
debt service on general obligation bonds issued by the District. The second table below reflects the 19%
countywide tax levy, which is all ocated to each taxing j urisdiction based on the actual all ocation of property
tax revenues to each taxing jurisdiction in the County in fiscal year 197879, as adjusted according to a
statutory process enacted since that time.

ANDERSON UNION HIGH SCHOOGL DISTRICT
(Shasta County, California)
Secured Tax Charges and Delinquencies
Fiscal Y ears 2012-13 through 201617

Fiscal Secured Amount Delinquent Percent Delinquent

Y ear Tax Charge" June 30 June 30
201213 Not available Not available Not available
2013-14 $462,877.33 $9,633.85 2.08%
201415 419,301.97 8,434.56 2.01
2015-16 728,265.84 13,319.90 1.83
2016-17 162,024.02 2,723.23 1.68

Fiscal Secured Amount Delinquent Percent Delinquent

Y ear Tax Charge2 June 30 June 30
2012-13 $4,516,077.27 $116,821.62 2.5%%
2013-14 Not available Not available Not available
201415 4,861,400.38 87,412.16 1.80
2015-16 5.099,592.84 84,348.59 1.65
2016-17 5422,151.44 85,670.26 1.58

M District’s general obligation bond debt service levy.  Fiscal year 2013-14 s the first year for this levy.
@ Countywide 1% general fund levy.
Saurce: California Municipal Statistics, Inc.

Teeter Plan

The County has adopted the Alternative Method of Distribution of Tax Levies and Cdllections and
of Tax Sale Proceeds (the “Teeter Plan”), as provided for in Section 4701 and following of the Califomia
Revenue and Taxation Code. Under the Teeter Plan, each participating local agency levying property taxes
in the County, including school districts, receives the amount of uncollected taxes levied on the secured rall
credited to its fund, in the same manher as if the amount due from taxpayers had been cdlected. In return,
the County receives and retains delinquent payments, penalties and interest as callected, that would have
been due the local agency. The County applies the Teeter Plan to taxes levied for repayment of schoal
district general cbligation bonds.

The Teeter Plan is to remain in effect unless the County Board of Supervisors orders its
discontinuance or unless, prior to the commencement of any fiscal year of the County (which commences
on July 1), the Board of Supervisors receives a petition for its discontinuance from two-thirds of the
partici pating revenue districts in the County. The Board of Supervisors may also, after hdding a public
hearing on the matter, discontinue the Teeter Plan with respect to any tax levying agency or assessiment
levying agency in the County if the rate of secured tax delinquency in that agency in any year exceeds 3%
of the total of all taxes and assessments levied on the secured rdll in that agency. The District is not aware
of any plans by the Board of Supervisors to discontinue the Teeter Plan
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Direct and Overlapping Debt

Set forth below is a schedule of direct and overlapping delt prepared by California Municipal
Statistics Inc. effective January 2, 2018 for delt outstanding as of January 1, 2018. The table is included
for general information purposes only. The District has not reviewed this table for completeness or accuracy
and makes no representations in connection therewith. The first calumn in the table names each public
agency which has outstanding debt as of the date of the schedule and whaose territory overlaps the District
in whole or in part. Column two sets forth the percentage of each overlapping agency’s assessed value
located within the boundaries of the District. This percentage, multiplied by the total outstanding delxt of
each overlapping agency (which is not shown in the table) produces the amount set forth in column three,
which is the apportionment of each overlapping agency’s outstanding delt to taxable property in the
District.

The schedule generally indudes long-term obligations sold in the public credit markets by public
agencies whose boundaries overlap the boundaries of the District. Such longHerm obligations generally are
not payable from revenues of the District (except as indicated) nor are they necessarily obligations secured
by land within the District. In many cases, long-term obligations issued by a public agency are payable only
from the general fund or other revenues of such public agency.

[Remainder of Page Intentionally L eft Blank]
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ANDERSON UNION HIGH SCHOOL DISTRICT

(Shasta County, California)

Statement of Direct and Overlapping Bonded Debt

January 2, 2018

2017-18 Assessed Valuation:  $3,264,551,349

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT:
Shasta-Tehama-Trinity Community College District

Anderson Union High School District

Cascade Union School District

Cottorwood Union S chool District

Happy Valley Union School District

Pacheco Union Schodl District

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENTDEBT

OVERLAPPING GENERAL FUND DEBT:

Shasta County General Fund Obligations

Shasta-Tehama-Trinity Community College District Certificates of Participation
Pacheco Union School District Certificates of Participation

City of Anderson Pension Obligation B onds

City of Redding General Fund Obligations

TOTAL OVERLAPPING GENERAL FUND DEBT

OVERLAPPING TAX INCREMENT DEBT:
Successor Agency o Anderson Redevel opment Agency Southwest Project Area
Successor Agency to Redding Redevelopment Agency Shastec Project Area

TOTAL OVERLAPPING TAX INCREMENTDEBT
COMBINED TOTAL DEBT
Ratios to 2017-18 Assessed Valuation:

Direct Debt ($8,940,000).... L027%
Total Directand Overlappl ng Tax and Assessment Debt L 111%
Combined Total Debt... .. 1.93%
Ratios to R edevelopment | ncremental Valuation ($324, 102,455):

Total Overlapping Tax Increment Debt.......cooovceevvevceceecveeee . 4.29%

M Excludes the Series C Bords.

% Applicable Debtasof 1/1/18
13.714% 99,956,138
100.000 8,940,000
100.000 9,169,705
100.000 759,946
100.000 3,993,236
100.000 3,496,053

$36,315,078
19.211% 96,082,203
13.714 1,023,041
100.000 1,041,879
100.000 2,267,000
7.128 2,335,665
$12,749,788
100.00025 96,925,000
59.659 6,965,188
$13,890,188

$62,955,05412

@ Excludes tax and revenue anticipation nates, enterprise revenue, mortgage revenue and non-bonded capital lease ohligations.

Source: CaliforniaMunicipal Statistics, Inc.

TAX MATTERS

In the opinioh of Orrick, Herrington & Sutdiffe LLP, bond counsel to the District (“Bond
Counsel”), based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming,
among other matters, the accuracy of certain representati ons and compliance with certain covenants, interest
on the Series C Bonds is excluded from gross income for federal income tax purposes under Section 103
of the Internal R evenue Code of 1986 (the “Code”) and is exermpt from State of California personal income
taxes. B ond Counsel is of the further opinion that interest on the Series C Bonds is not a specific preference
item for purposes of the federal alternative minimumtax. A complete copy of the proposed formof opinion

of Bond Counsel is set forth in Appendix D hereto.

To the extent the issue price of any maturity of the Series C Bondk is less than the amount to be
paid at maturity of such Series C Bonds (excluding amounts stated to be interest and payable at least
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annually over the term of such Series C Bonds), the difference constitutes “original issue discount,” the
accrual of which, to the extent properly allocable to each B eneficial Owner therecf, is treated as interest on
the Series C Bonds which is excluded from gross income for federal income tax purposes and State of
California personal income taxes. For this purpose, the issue price of a particular maturity of the Series C
Bonds is the first price at which a substantial amount of such maturity of the Series C Bonds is sold to the
public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of
underwriters, placement agents or whalesalers). The original issue discount with respect to any maturity of
the Series C Bonds accrues daily over the termto maturity of such Series C B onds on the basis of a constant
interest rate compounded semiannual ly (with straightdine interpol ations between compoundingdates). The
accruing original issue discount is added to the adjusted basis of such Series C Bonds to determine taxable
gain or loss upon disposition (including sale, redemption, or payment on maturity) of such Series C B onds.
Beneficial Owners of the Series C Bonds should consult their own tax advisors with respect to the tax
consequences of ownership of Series C Bonds with original issue discount, including the treatment of
Beneficial Owners who do nat purchase such Series C Bonds in the original offering to the public at the
first price at which a substantial amount of such Series C Bonds is sold to the public.

Series C Bonds purchased, whether at original issuance or otherwise, for an amount higher than
their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”)
will be treated as having amortizable bond premiume No deduction is allowable for the amortizable bond
premium in the case of bonds, like the Premium B onds, the interest on which is exd uded from gross income
for federal income tax purposes. However, the amount of tax-exempt interest received, and a Benefidal
Owner’s basis in a Premium Bond, will be reduced by the amount of amortizable bond premium properly
dlocable to such Beneficial Owner. Beneficial Owners of Premium Bonds should consult their own tax
advisors with respect to the proper treatment of amortizable bond prermiumin their particular dircurmstances.

The Code imposes various restrictions, conditions and requirerments relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Series C Bonds. The
District has made certain representations and covenanted to comply with certain restrictions, conditions and
requirements designed to ensure that interest on the Series C Bonds will not be included in federal gross
incorme. | naccuracy of these representations or failure to comply with these covenants may result in interest
on the Series C Bonds being included in gross income for federal income tax purposes, possibly from the
dhate of original issuance of the Series C Bonds. The opinion of Bond Counsel assumes the accuracy of
these representations and compliance with these covenants. B ond Counsel has not undertaken to determine
(or to inform any person) whether any actions taken (or not taken), or events occurring (or not occurring),
or any other matters coming to Bond Counsel’s attention after the date of issuance of the Series C Bonds
may adversely affect the value of, or the tax status of interest on, the Series C Bonds. Accordingly, the
opinion of Bond Counsel is not intended to, and may not, be relied upon in connection with any such
actions, events or matters.

Although Bond Counsel is of the opinion that interest on the Series C B ondks is exduded from gross
incorme for federal income tax purpeses and is exempt from State of California personal income taxes, the
ownership or disposition of, or the accrual or receipt of amounts treated as interest on, the Series C Bonds
may otherwise affect a Benefidal Owner’s federal, state or local tax liability. The nature and extent of these
cther tax conhsequences depends upon the particular tax status of the Beneficial Owner or the Beneficial
Owner’s cther iterms of income or deduction. B ond Counsel expresses no opinion regarding any such other
tax consequences.

Current and future legislative proposals, if enacted into law, darification of the Code or court
decisions may cause interest on the Series C B onds to be subject, directly or indirectly, inwhadle or in part,
to federal income taxation or to be subject to or exempted from state incorme taxation, or ctherwise prevent
Beneficial Owners from realizing the full current benefit of the tax status of such interest. The introduction
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or enactment of any such legislative proposals or clarification of the Code or court decisions may also
affect, perhaps significantly, the market price for, or marketability of, the Series C B onds. Prospective
purchasers of the Series C Bonds should consult their own tax advisors regarding the potential impact of
any pending or proposed federal or state tax legislation, regulations or litigation, as to which B ond Counsel
is expected to express no opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly
addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the
Series C Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”)
or the courts. Furthermore, B ond Counsel cannat give and has not given any opinion or assurance about the
future activities of the District or about the effect of future changes in the Code, the applicable regulations,
the interpretation thereof or the enforcement thereof by the IRS. The District has covenanted, however, to
comply with the requirements of the Code.

Bond Counsel’s engagement with respect tothe Series C B onds ends with the issuance of the Series
C Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the District or the
Beneficial Owners regarding the tax-exempt status of the Series C Bonds in the event of an audit
examination by the IRS. Under current procedures, parties cther than the District and its appointed counsel,
including the Beneficial Owners, would have little, if any, right to participate in the audit exarmination
process. Moreover, because achieving judicial review in connection with an audit examination of tax—
exempt bonds is difficult, obtaining an independent review of IRS positions with which the District
legitimately disagrees, may nat be practicable. Any action of the IRS, induding but not limited to selection
of the Series C Bonds for audit, or the course or result of such audit, or an audit of bonds presenting similar
tax issues may affect the market price for, or the marketability of, the Series C Bonds, and may cause the
District or the Beneficial Owners to incur significant expense.

OTHER LEGAL MATTERS
L egal Opinion

The validity of the Series C Bonds and certain other legal matters are subject to the approving
opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the District. Bond Counsel expeds to
deliver an opinion with respect to the Series C Bonds at the time of issuance substantially in the form set
forth in Appendix D hereto. Bond Counsel, as such, undertakes no responsibility for the accuracy,
completeness or fairness of this Official Statement. Certainlegal matters will be passed upon for the District
by Orrick, Herrington & Sutdiffe LLP, as Disclosure Counsel to the District, and for the Undenwriter by
K utak Rock LLP, Denver, Colorado.

L egality for Investment in California

Under the provisions of the California Financial Code, the Series C Bonds are a legal investment
for commercial banks in California to the extent that the Series C Bonds, in the informed opinion of the
bank, are prudent for the investment of funds of depositors, and, under provisions of the California
Government Code, the Series C B onds are eligible securities for deposit of public moneys in the State.

Continuing Disclosure

The District has covenanted for the benefit of the holders and Beneficial Owners of the Series C
Bonds to provide, or to cause to be provided, to the Municipal Securities Rulemaking B card through its
Electronic Municipal Market Access system or such cther electronic system designated by the Municipal
Securities Rulemaking B card (the “EMMA System”) certain annual finandal information and operating
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data relating to the District (the “Annual Report”) by not later than nine months following the end of the
District’s fiscal year (currently ending J une 30), commencing with the report for the 2017-18 fiscal year
(whichis due nolater thanApril 1, 2019) and nctice of the occurrence of certain enumerated events (“Naotice
Events”) in atimely manner not in excess of ten business days after the occurrence of such a Natice Event.
The specific nature of the information to be contained in the Annual Report and the notices of Naotice Events
1s set forth in APPENDIX E — “FORM OF CONTINUING DISCLOSURE CERTIFICATE.” These
covenants have been made in order to assist the Undenwriter in complying with Rule 15¢2-12(b)(5) (the
“Rule”) of the Securities and E xchange Comrmission (the “SEC”).

Isom Advisors, a Division of Urban Futures, Inc. currently serves as the District’s dissemination
agent for each of its continuing disclosure undertakings pursuant to the Rule.

Litigation

No litigation is pending or threatened concerning or contesting the validity of the Series C Bonds
or the District’s ability to receive ad valoremtaxes and to collect other revenues, or contesting the District’s
ability to issue and retire the Series C Bonds. The District is not aware of any litigation pending or
threatened questi oning the political existence of the District or contesting the title to their offices of District
officers who will execute the Series C B onds or District officials whowill sign certifications relating to the
Series C Bonds, or the powers of those offices. A certificate (or cettificates) tothat effect will be furnished
to the Underwriter at the time of the original delivery of the Series C B onds.

The District is occasionally subject to lawsuits and claims. In the opinion of the District, the
aggregate amount of the uninsured liabilities of the District under these lawsuits and daims will not
materially affect the financial position or operations of the District.

Bank Qualified

The District has designated the Series C Bonds as “qualified tax-exempt obligations” within the
meaning of Section 265(b)(3)(B) of the Code. Pursuant to that section, a qualifying finandial institutionwill
be allowed a deduction fromits own federal corporate income tax for the portion of interest expense the
financial institution is able to allocate to designated “ bank qualified’ investments.

MISCELLANEOUS
Rating

Moody’s Investors Service (“Moody’s”) has assigned a rating of “Aa3” to the Series C Bonds. A
rating agency generally bases its rating on its own investigations, studies and assumptions as well as
information and materials furnished to them (which may include information and materials from the
District, which are not included in this Official Statement). The rating reflects only the view of such rating
agency furnishing the same, and any explanation of the significance of the rating should be dbtained only
from the rating agency providing the same. The rating is not a recommendation to buy, sell o hold the
Series C Bonds. There is no assurance that the rating will continue for any given period of time or that it
will nat be revised downward or withdrawn entirely by the rating agency providing the same, if, in the
judgrment of the rating agency, circurmstances so warrant. Any such downward revision or withdrawal of a
rating may have an aclverse effect on the market price of the Series C Bonds. Neither the Underwriter nor
the District has undertaken any responsibility after the offering of the Series C Bonds to assure the
mai ntenance of the rating or to oppose any such revision or withdrawal.
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Professionals I nvolved in the Offering

Orrick, Herrington & Sutdiffe LLP is acting as Bond Counsel and Disd osure Counsel with respect
tothe Series C Bonds, andwill receive compensation from the District contingent upon the sale and delivery
of the Series C Bondk. IsomAdvisars, a Division of Urban Futures, Inc. is acting as the District’s M unici pal
Advisor with respect to the Series C Bonds. K utak Rock LL P, Derwver, Coorado, is acting as Underwriter’s
Counsel with respect to the Series C Bonds. Payment of the fees and expenses of the District’s M unicipal
Advisor and Underwriter’s Counsel are also contingent upon the sale and delivery of the Series C Bonds.
Fromtime totime, Bond Counsel represents the Underwriter on matters unrelated to the Series C Bonds.

Underwriting

The Series C B onds are being purchased for reoffering to the public pursuant to the terms of a bond
purchase agreement executed on February 6, 2018 (the “Purchase Agreement”), by and between Stifel,
Nicdaus & Compary, | ncorporated (the “Underwriter”), and the District. The Underwriter has agreed to
purchase the Series C Bonds at a price of $2,345,388.25 (which represents the aggregate principal amount
of the Series C Bonds, plus net original issue premium of $79,888.25, and less Underwriter’s discount in
the amount of $34,500.00). The Purchase Agreement provides that the Underwriter will purchase all of the
Series C Bondk, subject to certain terms and conditions set forth in the Purchase Agreement, induding the
approval of certain legal matters by counsel.

The Underwriter may offer and sell the Series C B onds to certain securities dealers and dealer banks
and banks acting as agent at prices lower than the public offering prices stated on the inside front cover
page of this Offidal Statement. The public offering prices may be changed from time to time by the
Underwriter.

The Underwriter has provided the following disd csure for inclusion in this Official Statement: In

October 2012, the Underwriter made a contribution to an organization in support of the District’s Measure
C bond authorization on the ballot of Novermber 2012.

23



ADDITIONAL INFORMATION

The purpese of this Offidal Statement is to supply information to purchasers of the Series C B onds.
Quotations from and summaries and explanations of the Series C Bonds and of the statutes and documents
contained herein do not purport to be camplete, and reference is made to such documents and statutes for
full and complete statements of their provisions.

Any statements in this Official Staterment involving matters of opinion, whether or not expressly
50 stated, are intended as such and not as representations of fact. This Official Statement is not to be
construed as a contract or agreement between the District and the purchasers or Owners of any of the Series
C Bonds.
The District has duly authorized the delivery of this Official Staterment.
ANDERSON UNION HIGH SCHOOGL DISTRICT

By: /5/ TimAzevedo
Superintendent
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APPENDIX A
INFORMATION RELATING TO THE DISTRICT’S OPERATIONS AND BUDGET

The information in this appendix concerning the operations of the Anderson Union High Schoal
District (the “ District” ), the District’s finances, and State of California (the “ State” ) funding of education,
is provided as supplementary information only, and it should not be inferred from the inclusion of this
information in this Official Statement that the principal of or interest on the Series C Bonds are payable
from the general fund of the District or from State revenues. The Series C Bonds are payable from the
proceeds of an ad valoremtax approved by the vaters of the District pursuant to all applicable laws and
State Constitutional requirements, and required to be levied by the County of Shasta on property within the
District in an amount sufficient for the timely payment of principal of and interest on the Series C Bonds.
See “ SECURITY AND SOURCE OF PAYMENT FOR THE SERIES C BONDS” in the front portion of the
Official Statement.

THE DISTRICT
I ntroduction

The District was founded in 1908 and serves the communities of Cottonwood and Happy Valley,
the City of Anderson and a portion of the City of Redding in the County of Shasta (the “County”). The
District is located 150 miles north of Sacramento. The District encompasses approximately 270 square
miles and serves a population of approximately 39,000 residents. The District is a high schod district
serving students in ninth through twelfth grades. The District operates two high schools, one continuation
schodl, one community day schod, one alternative schodl, one adult education program and one charter
schodl, the Anderson New Technology High Schod (“Anderson NTHS”). The District prgjects that total
enrollment for fiscal year 2017-18 will be 1,589 students, excluding students attending Anderson NTHS.

Board of Trustees

The governing board of the District is the Board of Trustees of the Anderson Union High Schod
District (the “B oard of Trustees”). The B card of Trustees is governed by five members who are elected to
staggered four-year terms at elections conducted every evennumbered year, alternating between two and
three available positions. Each Decermber, the Board of Trustees elects a President and a Clerk to serve one-
year terms. The name, office and the month and year of the expiration of the term of each member of the
Board of Trustees is described below.

ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)

Board of Trustees

Name Office Term Expires
Chris Carmona President Decerrber 2018
Joe Gibson Clerk Decermber 2018
Ron Brown Member Decerrber 2018
B utch S chaefer Member Decerrber 2020
Cindy Trotter-Hogue Member Decerrber 2020



Superintendent and B usiness Services Personnel

The Superintendent of the District is appointed by the Baoard and reports to the Board. The
Superintendent is responsible for management of the District’s day-to-day operations and supervises the
wark of other key District administrators. Information concerning the Superintendent and the Chief
B usiness Official is set forth below.

Tim Azevedo, Superintendent. Tim Azevedo joined the District as the Superintendent in August
2008. Mr. Azevedo's career of nearly 34 years incudes experience as a classroom teacher, Dean of
Students, Vice-Prindipal and Principal of a high schod with an enrdlment amount of 3,600 students,
Director of Employee Relations, Assistant Superintendent of a district with an enrollment of 25,000
students with oversight responsibilities of all personnel matters, risk management, security and athletics.
Mr. Azevedo is currently the Vice President of the Shasta County Special E ducation Local Plan Area B card
and a member of the Shasta County Superintendents E xecutive Committee. Mr. Azevedo received his
Bachelor’s and Master’s degrees from E astern Oregon State University. He completed his administrative
requirements through California State University, B akersfield.

Donell Evans, Chief Business Official. Mrs. Donell Evans joined the District as Chief B usiness
Official in October 2009. For ayear and a half, Mrs. Evans worked in a shared service arrangement between
the District and Cascade Union Elementary School District, where she hadworked in avariety of capacities
in schoadl business for a total of 11 years. Since the latter part of fiscal year 201011, Mrs. Evans has served
the District exclusively. She is recognized as a regional leader in managing schodl business services and
works collaboratively with surrounding districts and the Shasta County Office of Education (the “County
Office of Education”). She often serves as the South County fiscal representative on various County
committees. The County Office of Education has also previously contracted with Mrs. Evans to senve as a
short-term fiscal advisor to other schodl districts in the County.

DISTRICT FINANCIAL MATTERS
State Funding of Education; State B udget Process

General. As is true for all schoal districts in California, the District’s operating income consists
primarily of two components: a State portion funded from the State’s general fund in accordance with the
Local Control Funding Formula (see “— Allocation of State Funding to School Districts; Local Control
Funding Formula” herein) and a local portion derived from the District’s share of the 1% local ad valorem
tax authorized by the State Constitution (see “— Local Sources of Education Funding™ herein). In addition,
schoal districts may be eligible for other special categorical funding from State and federal government
programs. The District has projected to receive approximately 56.27% of its general fund revenues from
State funds (not including the local portion derived fromthe District’s share of the local ad valoremtax),
projected at approximately $10.51 million in fiscal year 2017-18. Such amount includes both the State
funding provided under the LCFF as well as other State revenues (see “— Allocation of State Funding to
School Districts; Local Control Funding Formula — Attendance and LCFF” and “— Other District Revenues
- Other State Revenues” below). As aresult, decreases or deferrals in State revenues, or in State legislative
appropriations made to fund education, may significantly affect the District’s revenues and operations.

Under Proposition 98, a constitutional and statutory amendment adopted by the State’s voters in
1988 and amended by Proposition 111 in 1990 (now found at Article X VI, Sections 8 and 8.5 of the
Constitution), a minimum level of funding is guaranteed to schod districts, community college districts,
and other State agencies that provide direct elementary and secondary instructional progrars. Recent years
have seen frequent disruptions in State personal income taxes, sales and use taxes, and corporate taxes,
making it increasingly difficult for the State to meet its Proposition 98 funding mandate, which normal ly



commands about 45% of all State general fund revenues, while providing for other fixed State costs and
pricrity programs and services. Because education funding constitutes such a large part of the State’s
general fund expenditures, itis generally at the center of annual budget negotiations and adjjustments.

In connection with the State Budget Act for fiscal year 2013-14, the State and local education
agencies therein implemented the funding formula for schod finance system called the Local Contrd
Funding Formula (the “L ocal Control Funding Formula” or “L CFF”). Funding from the L CFF replaced the
revenue limit funding system and most categorical programs. See “~ Allocation of State Funding to Schodl
Districts; Local Contral Funding Formula” herein for more information.

State B udget Process. According to the State Constitution, the Governor must propose a budget to
the State L egislature no later than anuary 10 of each year, and a final budget must be adopted no later than
June 15. The budget requires a simple majority vote of each house of the State L egislature for passage. The
budget becomes law upon the signature of the Governor, who may veto specific iters of expenditure. A
two-thirds vote of the State Legislature is required to override any veto by the Governor. Schod district
budgets must generally be adopted by July 1, and revised by the schod board within 45 days after the
Governor signs the budget act to reflect any changes in budgeted revenues and expendiitures made necessary
by the adopted State budget. The Governor signed the fiscal year 2017-18 State budget onJune 27, 2017.

When the State budget is not adopted on time, basic appropriations and the categorical funding
portion of each school district’s State funding are affected differently. Under the rule of White v. Davis
(also referred to as Jarvis v. Connell), a State Court of Appeal decision reached in 2002, there is no
constitutional mandate for appropriations to schodl districts without an adopted budget or emergency
appropriation, and funds for State programs cannot be disbursed by the State Contraller until that time,
unless the expenditure is (i) authorized by a continuing appropriation found in statute, (ii) mandated by the
State Constitution (such as appropriations for salaries of elected State officers), or (iii) mandated by federal
law (such as payments to State workers at ho more than minimum wage). The State Controller has
consistently stated that basic State funding for schodls is continuously appropriated by statute, but that
special and categorical funds may not be appropriated without an adopted budget. Should the State
Legislature fail to pass a budget or emergency appropriation before the start of any fiscal year, the District
might experience delays in receiving certain expected revenues. The District is authorized to borrow
temporary funds to cover its annual cash flow deficits, and as a result of the White v. Davis decision, the
District might find it necessary to increase the size or frequency of its cash flow borrowings, or to borrow
earlier in the fiscal year. The District does not expect the White v. Davis decision to have any longterm
effect on its operating budgets.

Aggregate State E ducation F unding. The Proposition 98 guaranteed amount for education is based
on prior-year funding, as adjusted through various formulas and tests that take into account State proceeds
of taxes, local property tax proceeds, school enrollment, per-capita personal income, and other factors. The
State’s share of the guaranteed amount is based on State general fund tax proceeds and is not based on the
general fund in total or on the State budget. The local share of the guaranteed amount is funded from local
property taxes. The total guaranteed amount varies fromyear toyear and throughout the stages of any given
fiscal year’s budget, from the Governor’s initial budget proposal to actual expenditures to post-year-end
revisions, as better information regarding the various factors becomes available. Over the long run, the
guaranteed amount will increase as enrollment and per capita personal income grow.

If, at year-end, the guaranteed amount is calculated to be higher than the amount actually
appropriated in that year, the difference becomes an additional education funding obligation, referred to as
“settle-up.” If the amount appropriatedis higher than the guaranteed amount in any year, that higher funding
level permanently increases the base guaranteed amount in future years. The Proposition 98 guaranteed
amount is reduced in years when general fund revenue growth lags personal income growth, and may be
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suspended for one year at a time by enactment of an urgency statute. In either case, in subsequent years
when State general fund revenues grow faster than personal incorme (or sooner, as the Legislature may
determine), the funding level must be restored to the guaranteed amount, the obligation to do so being
referred to as “ maintenance factor.”

Although the California Constitution requires the State to approve a balanced State Budget Act
each fiscal year, the State’s response to fiscal difficulties in some years has had a significant impact upon
the Proposition 98 minimum guarantee and the treatment of settle-up payments with respect to years in
which the Proposition 98 minimum guarantee was suspencded. The State has sought to avoid or delay paying
settle-Up amounts when funding has lagged the guaranteed amount. In response, teachers’ unions, the State
Superintendent and others sued the State or Governor in 1995, 2005, 2009 and 2011 to force them to fund
schoals in the full amount required. The settlerment of the 1995 and 2005 lawstits has so far resulted in over
$4 billion in accrued State settle-up obligations. However, legislation enacted to pay down the obligations
through additional education funding over time, induding the Quality E ducation Investment Act of 2006,
have also become part of annual budget negoatiations, resulting in repeated adjustrments and deferrals of the
seftle-Up amounts.

The State has also sought to preserve general fund cash while avoiding increases in the base
guaranteed amount through various mechanisims: by treating any excess appropriations as acvances against
subsequent years’ Proposition 98 mini mum funding levels rather than current year increases; by temporarily
deferring apportionments of Proposition 98 funds from one fiscal year tothe next; by permanently deferring
apportionments of Proposition 98 funds from one fiscal year to the next; by suspending Proposition 98, as
the State did in fiscal year 2004-05, fiscal year 201041, fiscal year 20114 2 and fiscal year 2012-13; and
by proposing to amend the State Constitution’s definition of the guaranteed amount and settle-up
requirement under certain circumstances.

The District cannot predict how State income or State education funding will vary over the termto
maturity of the Series C B onds, and the District takes no responsibility for informing owners of the Series
C Bonds as to actions the State L egislature or Governor may take affecting the current year’s budget after
its adoption. Information about the State budget and State spending for education is regularly available at
various State-maintained welbsites. Text of proposed and adopted budgets may be found at the website of
the Department of Finance, www.dof.ca.gov, under the heading “ California B udget.” Animpartial analysis
of the budget is posted by the Office of the L egislative Analyst at www.lao.ca.gov. In addition, various
State of California official statements, many of which contain a summary of the current and past State
budgets and the impact of those budgets on schoadl districts in the State, may be found at the website of the
State Treasurer, www.treasurer.ca.gov. The information referred to is prepared by the respective State
agency maintaining each website and not by the District, and the District can take no responsibility for the
continued accuracy of these internet addresses or for the accuracy, completeness or timeliness of
information posted there, and such information is nct incorporated herein by these references.

201718 State Budget. The Governor signed the fiscal year 2017-18 State Budget (the “2017-18
State Budget”) on June 27, 2017. The 201718 State Budget sets forth a balanced budget for fiscal year
2017-18 that projects approximately $127.88 billion in revenues, and $72.47 billion in non-Proposition 98
expendlitures and $52.63 billion in Proposition 98 expenditures. The 2017-18 State Budget includes a $1.4
hillion reserve in the Special Fund for E conomic Uncertainties and adds $1.8 billion to the Proposition 2
Budget Stabilization Account, bringing the balance to $8.5 billion in 201718, which is 66% of the
constitutional target. The 2017-18 State B udget uses dedicated proceeds from Proposition 2 to pay down
nearly $1.8 billion in past budgetary borrowing and State employee pension liabilities. The 2017-18 State
Budget also includes a $6 billion supplemental payment to CalPERS (as defined herein) through a lcan
from the Surplus Money Investment Fund that the Governor expects will reduce unfunded liabilities and
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stabilize State contribution rates. The State’s general fund share of the repayment will come from
Proposition 2’s revenues dedicated to reducing debts and longterm liabilities.

Certain budgeted adjustments for K12 education set forth in the 20171 8 State B udget include the

fdlowing:

Local Contrd Funding Formula. The 2017-18 State B udget includes an increase of almost
$1.4 billion in Proposition 98 general funds to continue the State’s transition to LCFF. The
LCFF commits most new funding to schod districts serving English language learners,
students from low-income families, and youth in foster care. The Governor expects this
increase will bring the formula to approximately 97% of full implementation.

One-Time Discretionary Grants. The 2017-18 State Budget indudes an increase of $877
million in Proposition 98 general fund to provide schodl districts, county offices of
education, and charter schools with discretionary resources to support critical investments
at the local level. These funds can be used for adtivities such as deferred maintenance,
professional development, induction for beginning teachers, instructional materials,
technology, and the implementation of new educational standards. Funds received by K-
12 local educational agencies will first satisfy any outstanding claims for reimbursement
of State-mandated local program costs for any fiscal year, but the 2017 8 State B uclget
authorizes the governing boards of schoadl districts to expend these one-time funds for any

purpose.

After Schodl and Education Safety (“ASES”) Program. The 2017 8 State B udget ind udes
an inarease of $50 million in Proposition 98 general funds to increase provider
rei mbursement rates for the ASES program, bringing the total spending to $600 million of
Proposition 98 general fundk.

Teacher Workforce. The 2017-18 State Budget includes a combined increase of $41.3
million one-time ($30 million one-time in Proposition 98 general fund and $11.3 million
in onetime federal Title |l funds) to fund several programs aimed at recruiting and
developing additional teachers and school leaders, with particular emphasis on key
shortage areas such as special education, math, science, and bilingual education. Specific
investments include:

o California Educator Development Program. The 201748 State B udget indudes
an increase of $11.3 million in onetime federal Title Il funds for a onetime
competitive grant program designed to assist local educational agencies in
attracting and supporting the preparation and continued learning of teachers,
principals, and cther schod leaders in high-need subjects and schools.

o Classified Schod Employees Credentialing Program. The 2017-18 State B udlget
includes an increase of $25 million in one-time Proposition 98 general funds,
available for five years, to support a second cohort of the California Classified
School Employees Credentialing Program established in the State’s 2016 B udget
Ad. The programwill provide grants toK -1 2 local educational agencies to support
recruitment of non-certificated schod employees to participate in a teacher
preparation program and become certificated classroom teachers in California
public schoals.




o) Bilingual Professional Development Program. The 2017 8 State B udget indludes
an increase of $5 million one-time Proposition 98 general funds for one-time
competitive grants to support professional development for teachers and
paraprofessionals seeking to provide instruction in bilingual and multilingual
settings.

County Office of Education Accountability Assistance. The 2017-18 State Budget
includes an increase of $7 million in Proposition 98 general funds on an ongoing basis to
support county office Local Control and Accountability Plan review and technical
assistance workload. Specifically, this funding will be distributed proportionally to 24
county offices currently funded at their LCFF target level on a per district basis with no
county receiving less than $80,000. The 201718 State B udget directs the State to adjust
such amounts by the cost of living annually commencing with fiscal year 201819, The
2017-18 State Budget also requires county superintendents of schools to prepare a
summary of how the county office of education will support schoad districts and schools
within the county, and work with the Califoria Collaborative for Education E xcellence,
the Califarnia Department of E ducation and other county offices of education.

K2 Mandate Block Grant. The 2017-18 State B udget ind udes anincrease of $3.5million
in Proposition 98 general funds, which is the result of a cost-ofHiving adjustment for the
block grant. The 201718 State B udget al so adds two additional mandated programs to the
block grant for 201718, the California Assessiment of Student Performance and Progress
program and the Training for Schoal Employee Mandated R eporters program

California Equity Performance and Improvement Program. The 2017-18 State B udlget
includes an increase of $2.5 million in one-time Proposition 98 general funds to support
and build capacity within local educational agencies and the State Department of Education
to promate equity in California public schools. The 201718 State Budget directs the
Superintendent of Public Instruction to apportion the funds to at least two designated lead
agencies, which shall be county offices of education.

Refugee Student Support. The 2017-18 State Budget appropriates $10 million for fiscal
year 2017-18 fromthe State’s general fundtothe California Department of Social Services
in order to provide additional services for refugee pupils by allocating funding to schod
districts impacted by significant numbers of refugee pupils and cther eligible popul ations
served by the federal Office of Refugee Resettlement based on the eligibility criteria and
allocation methodology set forth for the federal Refugee School Impact program The
2017-18 State B udget directs the State to appropriate an equal amount for grants in fiscal
years 2017-18, 2018-19, and 2019-20.

K2 School Facilities Program Accountability. The 2017-18 State Budget requires that
prgjects funded under the Office of Public School Construction’s Schoal Facility Program
be subject to expenditure audits in the annual K-12 audit guide. Accordingly, any local
educational agency that receives specified funds relating to schod facility prgjects will be
required to annually report a detailed list of all expenditures of State funds, including
interest, and of the local educational agency’s matching funds for completed prgjects until
all State funds, includinginterest, all of the local educational agency’s matching funds, and
savings achieved, induding interest, are expended in accordance with State law. To help
facilitate compliance with this requirement, the 201718 State Budget authorizes
partidi pating local educational agencies to repay any audit findings with local funds.

A6



. District of Choice Program Extension. If a schod district is designated as a District of
Choice it must agree to accept interested students regardless of their academic abilities or
personal characteristics. In addition, interested students generally do not need to seek
permission from their home districts to attend a District of Choice. The 2017-18 State
B udget extends the district of choice program, due to sunset in 2018, by six years and adds
various oversight and accountability requirements for partid pating districts.

The complete 2017-18 State B udget is available from the California Department of Finance website
at www.dof.ca.gov. The District can take no responsibility for the continued accuracy of this internet
address or for the accuracy, completeness or timeliness of information posted therein, and such information
is not incorporated herein by such reference.

Proposed 2018-19 State Budget. The Governor released his proposed State budget for fiscal year
2018-19 (the “Proposed 2018-19 State B udget”) onJanuary 10, 2018. The Proposed 201819 State B udget
sets forth a balanced budget for fiscal year 201819. However, the Governor cautions that there are
uncertainties that must be considered as the budget is revised, induding the impact of federal tax reform
and federal healthcare legislation. The Proposed 201819 State Budget estimates that total resources
available in fiscal year 201718 totaled approximately $131.86 billion (including a prior year balance of
$4.61 billion) and total expenditures in fiscal year 2017-18 totaled approximately $126.51 hillion. The
Proposed 2018-19 State B udget projects total resources available for fiscal year 201819 of $135.14 billion,
inclusive of revenues and transfers of $129.79 billion and a prior year balance of $5.35 billion. The
Proposed 2018-19 State B udget projects total expenditures of $131.69 billion, inclusive of non-Proposition
98 expenditures of $77.12 billion and Proposition 98 expenditures of $54.56 billion. The Proposed 2018~
19 State B udget proposes to allocate $1.17 billion of the general fund’s prgjected fund balance to the
Reserve for Liquidation of Encumbrances and $2.29 hillion of such fund balance to the State’s Special
Fund for Economic Uncertainties. Inaddition, the Proposed 2018-19 State B udget estimates the Rainy Day
Fundwill have a fund balance of $13.46 billion.

Certain budgeted adjustments for K-12 education set forth in the Proposed 2018-19 State B udget
include the following:

. Local Contrd Funding Formula. The Proposed 2018-19 State B udget includes an increase
of $3 billionin Proposition 98 general fund resources for full implementation of the LCFF
in fiscal year 2018-19.

. One-Time Discretionary Grants. The Proposed 201819 State B udget includes an increase
of $1.8 billion in one-time Proposition 98 general fund resources for schod districts,
charter schools and county offices of education to use at their local discretion. This funding
will support investments such as content standards implementation, technology,
professional development, induction programs for beginning teachers and deferred
mai ntenance.

. K- 2 Component of the Strong W orkforce Program. The Proposed 201819 State B udget
includes an increase of $212 million Proposition 98 general fund resources for K-12 Career
Technical Education (“CTE”) programs administered through the community college
Strong W arkforce Program in consul tation with the Department of E ducation.

. Cost-of1iving Adjustments. The Proposed 201819 State B udget indudes an increase of
$133.5 million Proposition 98 general fund resources to support a 2.51% cost-ofHiving
adjustment for categorical programs that remain outsice of the LCFF, including Special
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Education, Child Nutrition, Foster Y outh, American Indian Education Centers, and the
Armerican Indian Early Childhood Education Program. Cost-ofdiving adjustments for
schod districts and charter schodls are provided within the increases for school district
LCFF implementation noted above.

Special Education. The Proposed 201819 State Budget includes an increase of $125
million Proposition 98 general fund rescurces and $42.2 million federal Temporary
Assistance for Needy Families (“TANF”) funds on a one-time basis for competitive grants
to expand indusive care and education settings for 0-5-year-olds and improve school
readiness and long-term academic outcomes for low-income children and children with
exceptional needs. Additionally, the Proposed 201819 State B udget includes an increase
of $10 million in Proposition 98 general fund resources for special education local plan
areas to support county offices of education in providing technical assistant to local
educational agencies through the state system of support. The Proposed 201819 State
B udget also includes a decrease of $10.2 million Proposition 98 general fund resources to
reflect a prgjected decrease in special education average daily attendance.

State Systemof Support. The Proposed 2018-19 State B udget includes an increase of $59.2
million of Proposition 98 general fund resources for county offices of education to provide
technical assistance tolocal educational agencies and improve student outcomes.

California Schod Dashboard. The Proposed 2018-19 State B udget includes an increase of
$300,000 Proposition 98 general fund resources to improve the user interface of the
California School Dashboard. The State Board of Education will facilitate a series of
stakeholder meetings to sdicit public feedback on the California Schod Dashboard.

California Cdllaborative for Educational Excellence. The Proposed 2018-19 State B udlget
includes an increase of $6.5 million Propesition 98 general fund resources for the
California Collaborative for Educational Excellence to help build capacity within county
offices of education to provide technical assistance and improve student outcommes.

County Offices of Education. The Proposed 2018-19 State B udget ind udes an increase of
$6.2 million Proposition 98 general fund resources for county offices of education to reflect
a2.51% cost-ofdiving adjustment and average dhily attendance changes applicable to the
LCFF.

Instructional Quality Commission. The Proposed 201819 State Budget includes an
increase of $938,000 Proposition 98 general fund resources on a one-time basis for the
Instructional Quality Commission to continue its work on the development of state content
standards and frameworks, as well as model curriculum.

Local Property Tax Adjustiments. The Proposed 2018-19 State B udget includes a decrease
of $514 million Proposition 98 general fund resources for schod districts and county
offices of education in 2017-18 as a result of higher offsetting property tax revenues, and
a decrease of $1.1 billion Proposition 98 general fund resources for schoal districts and
county offices of education in 201819 as a result of increased offsetting property taxes.

School District Average Daily Attendance. The Proposed 201819 State B udget includes
a decrease of $183.1 million in funding in 2017-18 for schod districts as a result of a
decrease in projected average daily attendance from the 2017-18 State Budget, and a
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decrease of $135.5 million in funding in 201819 for schod districts as a result of further
prgjected dedine in average daily attendance for 2018-19.

The complete Proposed 201819 State Budget is available from the California Department of
Finance website at www.dof.ca.gov. The District can take no responsibility for the continued accuracy of
this internet address or for the accuracy, completeness or timeliness of information posted therein, and such
information is not incorporated herein by such reference.

LAO Overview of Proposed 2018-19 State Budget. The Legislative Analyst’s Office (“LAO”), a
nonpartisan State office which provides fiscal and policy information and advice to the State Legislature,
released its report on the Proposed 201819 State B udget entitled “The 201819 B udget: Overview of the
Governor’s Budget” on January 12, 2018 (the “ 201819 Proposed Budget Overview”). In the 201819
Proposed B udget Overview, the LAO sumimarizes the key features of the Proposed 201819 State B udget,
which indude prioritizing reserves, allocating additional funding to schoal districts and community college
districts, and supporting a variety of hew infrastructure prgjects. The LAO also notes that the May Revision
of the Proposed 201819 State Budget may reflect additional resources as the administration’s revenue
estimates may be higher, and Congress may reauthorize a higher federal cost share for the Children’s Health
Insurance Program than what is assumed in the Proposed 201819 State B udlget.

The LAO explains that the Proposed 201819 State Budget prgects to end 201849 with $15.7
billion in total reserves, which would consist of $13.5 billion in the State’s constitutional rainy day fund
(reserves available for future budget emergencies) and $2.3 billion in discretionary reserves (available for
any purpose). The LAO urges the State L egiislature to consider its optimal level of reserves. The Proposed
201819 State Budget deposits enough reserves into the State’s rainy day fund that it reaches its
constitutional maximum. The LAO advises that this approach may be prudent in light of economic and
federal budget uncertainty, but comes with trade-offs for the State, including requiring rainy day reserves
in excess of 109 to be spent on infrastructure projects.

The LAO notes that the Proposed 2018-19 State Budget contains a total of $6.3 hillion in new
Proposition 98 spending proposals for K-12 education, community colleges and preschools. The LAO
points out that of that total $3.9 billion is ongoing and $2.4 billion is for one-time activities. The LAO
summarizes that the ongoing augmentations for school districts indude the full implementation of K12
Local Control Funding Formula, creation of new hich school career technical education program, and
implementation of new system of regional and county support for low-performing schod districts. The
one-time funding for schoal districts will provide school districts with per-student discretionary grants. The
LAO finds this split between ongoing spending and onetime initiatives reasonable and consistent with the
approach that the State has taken in previous budgets. However, the LAO expresses concern that the
Governor’s per-student funding approach is an inefficient way to eliminate the mandate backlog.

The LAO explains that the Proposed 201819 State Budget indudes infrastructure spending. In
2018-19, the budget allocates $4.6 billion in transportation spending, consistent with the legislation’s
statutory formula for allocating revenues. Other infrastructure prgjects include trial court construction,
voting system equipment, correctional fadilities improvement and equipment, among other projeds to
improve State resources. The LAO questions whether the infrastructure spending is all top priority and
whether there may be better ways for certain agencies to get the equipment they need through leases or
cther pay-as-you-go financing.

The 2018-19 Proposed Budget Overview is available on the LAO website at www.lac.ca.gov. The
District can take no responsibility for the continued accuracy of this internet address or for the accuracy,
completeness or timeliness of information posted therein, and such information is not incorporated herein
by such reference.
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Changes in State Budget. The final fiscal year 2018419 State budget, which requires approval by
amajority vote of each house of the State Legislature, may differ substantially fromthe Governor’s budget
proposal. Accordingly, the District cannat provide any assurances that there will not be any changes in the
final fiscal year 2018-19 State budget from the Proposed 201819 State B udget. Additionally, the District
cannot predict the impact that the final fiscal year 2018-19 State B udget, or subsequent budgets, will have
on its finances and operations. The final fiscal year 2018419 State budget may be affected by national and
State economic conditions and ather factors which the District cannot predict.

F uture Budgets and Budgetary Actions. The District cannot predict what future actions will be
taken by the State L egislature and the Governor to address changing State revenues and expenditures or the
impact such actions will have on State revenues available in the current or future years for education. The
State budget will be affected by national and State economic conditions and cther factors beyond the
District’s ability to predict or control. Certain actions could result in a significant shortfall of revenue and
cash, and could impair the State’s ability to fund schools during fiscal year 2018419 and in future fiscal
years. Certain factors, like an economic recession, could result in State budget shortfalls in any fiscal year
and could have a material adverse finandial impact on the District. As the Series C Bonds are payable from
advalorem property taxes, the State budget is not expected to have an impact on the payment of the Series
C Bonds.

Prohibitions on Diverting Local Revenues for State Purposes. Beginning in 1992-93, the State
satisfied a portion of its Proposition 98 obligations by shifting part of the property tax revenues otherwise
belonging to cities, counties, special districts, and redevelopment agencies, to schodl and community
college districts through a local Educational Revenue Augmentation Fund (“ERAF”) in each county. Local
agencies, objecting to invasions of their local revenues by the State, sponsored a statewide ballot initiative
intended to eliminate the practice. In response, the State L egislature proposed an amendment to the State
Constitution, which the State’s voters approved as Proposition 1A at the November 2004 election. That
measure was generally superseded by the passage of an initiative constitutional amendment at the
Novermber 2010 election, known as “ Proposition 22.”

The effect of Proposition 22 is to prohibit the State, even during a period of severe fiscal hardship,
from delaying the distribution of tax revenues for transportation, redevelopment, or local government
prgjects and services. It prevents the State from redirecting redeveloprment agency property tax increment
to any other local government, including school districts, or from temporarily shifting property taxes from
cities, counties and special districts to schools, as in the ERAF program This is intended to, among other
things, stabilize local government revenue sources by restricting the State’s contral over local property
taxes. One effect of this amendment has been to deprive the State of fuel tax revenues to pay debt service
on most State bonds for transportation projects, reducing the amount of State general fund resources
available for other purposes, including education.

Prior to the passage of Proposition 22, the State invoked Proposition 1A to divert $1.935 hillionin
local property tax revenues in 200910 from cities, counties, and special districts to the State to offset State
general fund spending for education and cther programs, and included ancther diversion in the adopted
200910 State budget of $1.7 billion in local property tax revenues from local redevel opment agencies,
which local redevelopment agencies have now been dissolved (see “CONSTITUTIONAL AND
STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND APPROPRIATIONS -
Assembly Bill No. 26 & California Redevel gpiment Association v. Matosantos” herein). Redevelopment
agencies had sued the State over this latter diversion. However, the lawsuit was decided against the
California Redevelopment Assodation on May 1, 2010. Because Proposition 22 reduces the State’s
authority to use or shift certain revenue sources, fees and taxes for State general fund purposes, the State
will have to take other actions to balance its budget in some years—such as redudng State spending or



increasing State taxes, and schodl and community college districts that receive Proposition 98 or other
funding from the State will be more directly dependent upon the State’s general fund.

Allocation of State F unding to Schoadl Districts; Local Control Funding F ormula. Prior to the
implementation of the Local Contral Funding Formula in fiscal year 201314, under California E ducation
Code Section 42238 and fdlowing, each school district was determined to have a target funding level: a
“base revenue limit” per student multiplied by the district’s student enrollment measured in units of average
chily attendance. The base revenue limit was calculated from the district’s prior-year funding level, as
adjusted for a number of factors, such as inflation, special or increased instructional needs and costs,
employee retirement costs, especially low enrdllment, increased pupil transportation costs, etc. Generally,
the amount of State funding all ocated to each school district was the amount needed to reach that district’s
base revenue limit after taking into account certain cther revenues, in particular, locally generated property
taxes. This isreferredtoas State “equalization aid.” Tothe extent local tax revenues increased due to growth
in local property assessed valuation, the additional revenue was offset by a dedline in the State’s
contribution; ultimately, a school district whose local property tax revenues exceeded its base revenue limit
was entitled to receive no State equalization aid, and received only its special categorical aid, which is
deermed to indude the “basic aid’ of $120 per student per year guaranteed by Article IX, Section 6 of the
Constitution. Such districts were known as “ basic aid districts,” which are now referred to as “ community
funded districts.” School districts that received some equalization aid were commonly referred to as
“revenue limit districts,” which are now referred to as “LCFF districts.” The District is an L CFF district.

Beginning in fiscal year 201314, the LCFF replaced the revenue limit funding system and most
categorical programs, and distributes combined resources to schod districts through a base grant (“Base
Grant”) per unit of average daily attendance (“A.D.A.”) with additional supplemental funding (the
“Supplemental Grant”) allocated to local educational agencies based on their proportion of English
language learners, students from low-income families and foster youth. The LCFF was prgjected to have
an eight year implementation programto incremental ly close the gap between actual funding and the target
level of funding, as described below. The LCFF includes the following components:

. A Base Grant for each local education agency (“LEA”). The Base Grants are based on four
uniform, grade-span base rates. For fiscal year 201718, the LCFF provided to schoal
districts and charter schods: (a) a Target Base Grant for each LEA equivalent to $7,941
per A.DA. for kindergarten through grade 3; (b} a Target Base Grant for each LEA
equivalent to $7,301 per A.D.A. for grades 4 through 6; (¢) a Target Base Grant for each
LEA equivalent to $7,518 per A.D.A. for grades 7 and 8; (d) a Target Base Grant for each
LEA equivalent to $8,939 per A.D.A. for grades 9 through 12. However, the amount of
actual funding allocated to the Base Grant, Supplemental Grants and Concentration Grants
will be subject to the discretion of the State. This amount indudes an adjustment of 10.4%
to the Base Grant to support lowering class sizes in grades K -3, and an adjustment of 2.6%
to reflect the cost of operating career technical education programns in grades 9-12.

. A 20% Supplemental Grant for the unduplicated number of English language learners,
students from low-income families and foster youth to reflect increased costs associated
with educating those students.

. An additional Concentration Grant of up to 5% of a LEA’s Base Grant, based on the
humber of English language learners, students from low-income families and foster youth
served by the LEA that comprise more than 55% of enrollment.

. An Economic Recovery Target (the “ERT”) that is intended to ensure that almost every
LEA receives at least their pre-recession funding level (i.e., the fiscal year 2007-08 revenue
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limit per unit of A.D.A.), adjusted for inflation, at full implementation of the LCFF. Upon
full implementation, L EAs would receive the greater of the Base Grant or the ERT.

Under LCFF, for community funded districts, local property tax revenues would be used to offset
upto the entire allocation under the new formula. However, community funded districts would continue to
receive the same level of State aid as allocated in fiscal year 2012-13.

Local Control Accountability Plans. A feature of the LCFF is asystem of support and i ntervention
for local educational agendies. School districts, county offices of education and charter schodls are required
to develop, implement and annually update a three-year local control and accountability plan (“LCAP”).
Each LCAP must be developed with input from teachers, parents and the community, and should describe
local goals as they pertain to eight areas identified as state priorities, including student achieverment, parent
engagement and schod dimate, as well as detail a course of action to attain those goals. Moreover, the
LCAPs must be designed to align with the district’s budget to ensure adequate funding is allocated for the
planned actions.

Each schod district must submit its LCAP annually on or before July 1 for approval by its county
superintendent. The county superintendent then has until August 15 to seek darification regarding the
contents of the LCAP, and the schod district must respond in writing. The county superintendent can
subrmit recommendations for amending the LCAP, and such recammendations must be considered, but are
not mandatory. A schod district’s LCAP must be approved by its county superintendent by October 8 of
each year if such superintendent finds (i) the LCAP adheres to the State termplate, and (ii) the district’s
budgeted expenditures are sufficient to implement the strategies outlined in the LCAP.

Performance evaluations are to be conducted to assess progress toward goals and guide future
actions. County superintendents are expected to review and provide support to the school districts under
their jurisdiction, while the State Superintendent of Public Instruction performs a corresponding role for
county offices of education. The California Cdlaborative for E ducation Excellence (the “Collaborative”),
a newly established body of educational specialists, was created to advise and assist local education
agencies in achieving the goals identified in their LCAPs. For local education agencies that continue to
struggle in meeting their goals, and when the Collaborative indicates that additional intervention is needed,
the State Superintendent of Public Instruction would have authority to make changes to a local education
agency’s LCAP.



Attendance and LCF F. The following table sets forth the District’s actual and budgeted A.D.A.,
enrollment (including percentage of students who are English language learners, from | ow-income families
and/or foster youth (cdllectively, “EL A1 Students”)), and targeted B ase Grant per unit of A.D.A. for fiscal
years 2013-14 through 2017-18. The A.D.A. and enrdllment numbers reflected in the following table
include special education, and exclude enrollment at any independent charter schoals.

ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
Average Daily Attendance, E nrollment and Targeted Base Grant
Fiscal Y ears 2013-14 through 201718

Fiscal Y ear
2013-14 2014415 2015-16 201617 2017-18%
Actual ADA® 1,607 1,554 1,501 1,502 1,454
Funded ADAM 1,671 1,617 1,544 1,505 1,497
E nroll mentt? 1,753 1,678 1,631 1,630 1,589
Jnduplicated ercent of EL LI S646%  53.10% 51.86% 50.56% 51.68%
ﬁg Ks(ged Target Base Grant per $8,638 §8.712 §8.801 $8,501 $8.939

M ADA for the second principal apportionment period, typically as of mid-April of each school vear, Funded ADA i s calculated based on greater
of current or prior year actual ADA. The figures provided for fiscal year 2017-18 are projections.

@ Reflects enrollment as of October report submitted to the California Department of Education through CBEDS for the 201314 and 201415
schoal vears and CALPADS for the 201516, 2016-17, and 2017-18 schoal vear. For purposes of calculating Supplemental and Concentration
Grants, a school district’ s fiscal year 2013-14 percentage of unduplicated EL /L1 Students is expressed solely as a percentage of its fiscal yvear 2013-
14 total enrollment. For fiscal year 2014-15, the percentage of unduplicated EL A | Students enrollment is based on the two-year average of EL /LI
Students enrollment in fiscal years 2013-14 and 2014-15. Beginning in fiscal year 2015-16, a school district’ s percentage of unduplicated EL /LI
Students will be based on a ralling average of such school district’s ELAI Students enrollment for the then-current fiscal vear and the two
immediately preceding fiscal years.

B Adjusted Target Base Grant includes grade-span adjustment for grades 9-12. Fiscal year 2014-15 includes a cost-ofiving adjustmert of 0.85%
applied to the base grant from 2013-14. Fiscal vear 2015-16 includes a cost-ofdiving adjustment of 1.02% applied to the base grant from 2014-15.
Fiscal vear 2016-17 reflects the same amount from 2015-16 because the cost-ofdivi ng adjustmentwas 0.00% . Fiscal yvear 2017-18 includes a cost—
ofiving adjustment of 1.56% applied to the base grant from 2016-17.

" Figures are projectians.

Source: Anderson Union High Schoal District.

The District received $14.77 million in aggregate revenues reported under LCFF sources in fiscal
year 2016-17, and has projected to receive approximately $14.78 million in aggregate revenues uncler the
LCFF in fiscal year 2017-18 (or approximately 79.14% of its general fund revenues in fiscal year 2017-
18). Such amount includes the supplemental grant of $1.34 million in fiscal year 201617, which is
projected to be $1.38 million in fiscal year 2017-18.

L ocal Sources of Education Funding

The principal component of local revenues is a school district’s property tax revenues, i.e., each
district’s share of the local 1% property tax, received pursuant to Sections 75 and following and Sections
95 and following of the California Revenue and Taxation Code. California Education Code Section
42238(h) itemizes the local revenues that are counted towards the amount allocated under the LCFF (and
formerly, the base revenue limit) before calculating how much the State must provide in State aid. The
more local property taxes a district receives, the less State aid it is entitled to receive. Prior to the
implementation of the LCFF, a schod district whose [ocal property tax revenues exceeded its base revenue
limit was entitled to receive no State aid, and received only its special categorical aid which is deermed to
includk the “basic aid” of $120 per student per year guaranteed by Article IX, Section 6 of the Constitution.



Such districts were known as “basic aid districts,” which are now referred to as “community funded
districts.” Schodl districts that received some State equali zati on aid were commonly referredtoas “revenue
limit districts.” The District was a revenue limit district and is now referred to as an L CFF district.

Under the LCFF, local property tax revenues are used to offset up to the entire State aid collection
under the new formula; however, community funded districts woul d continue to receive, at a minimum, the
same level of State aid as allotted in fiscal year 2012-13. See “ State Funding of Education; State Budget
Process —Allocation of State Funding to School Districts; Local Control Funding Formula™ herein for
more information about the LCFF.

L ocal property tax revenues account for approximately 37.93% of the District’s aggregate revenues
reported under LCFF sources and are projected to be approximately $5.61 million, or 30.02% of total
general fund revenues in fiscal year 2017-18.

For information about the property taxation system in California and the District’s property tax
base, see the sections titled - “Property Taxation System,” -“Assessed Valuation of Property Within the
District,” and -“Tax Charges and Delinquencies” under the caption “SECURITY AND SOURCE OF
PAY MENT FOR THE SERIES C BONDS.”

For a discussion of legal limitations on the ability of the District to raise revenues through local
property taxes, see “CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT
REVENUES AND APPROPRIATIONS” below.

E ffect of Changes in E nrdlment. Changes in local property tax income and A.D.A. affect LCFF
districts and community funded districts differently.

Inan L CFF district such as the District, increasing enrdl Iment increases the total amount distributed
under the LCFF and thus generally increases a district’s entitlement to State equalization aid, while
increases in property taxes do nothing to increase district revenues, but only offset the State funding
requirement of equalization aid. Operating costs increase disproportionately slowly to enrollment growth;
and only at the point where additional teachers and dassroom facilities are needed. Dedlining enrallment
has the reverse effect on LCFF districts, generally resulting in a loss of State equalization aid, while
operating costs decrease slowly and only when, for example, the district decides to lay off teachers or close
schoals.

In community funded districts, the opposite is generally true: increasing enrollment increases the
amount to which the district would be entitled were it an LCFF district, but since all LCFF income (and
more) is already generated by local property taxes, there is no inarease in State income. Meanwhile, as new
students impose increased gperating costs, property tax income is stretched further. Declining enrallment
does not reduce property tax income, and has a nedligible impact on State aid, but eventually reduces
operating costs, and thus can be financially beneficial to a community funded district.

Other District Revenues

Federal Revenues. The federal government provides funding for several District programs,
including special education progrars. Federal revenues, most of which are restricted, comprise
approximately 6.4 (or approximately $1.19 million) of the District’s general fund projected revenues for
fiscal year 2017-18.

Other State Revenues. In addition to State apportionments for Proposition 98 funding through the
Local Control Funding F ormul a, the District receives other State revenues, consisting primarily of restricted



revenues designed to implement State mandated programs. Beginning in fiscal year 2013-14, categorical
spending restrictions associated with a magjority of State mandated programs were eliminated, and funding
for these prograrms was faded into the LCFF. Categorical funding for certain programs was excluded from
the LCFF, and schod districts will continue to receive restricted State revenues to fund these prograrrs.
Other State revenues comprise approximately 7.15% (or approximately $1.34 million) of the District’s
general fund prgected revenues for fiscal year 2017-18.

A portion of such other State revenues are amounts the District expects toreceive from State | ottery
funds, a portion of which may nat be used for nonHnstructional purposes, such as the acquisition of real
property, the construction of facilities, or the financing of research. Schod districts receive |ottery funds
proportional to their total A.D.A. The District’s State lottery revenue is projected at approximately
$294,694 for fiscal year 2017-18.

Other Local Revenues. In addition to ad valorem property taxes, the District receives additional
local revenues from sources, such as interest income, leases and rental s, educational foundations, donations
and sales of property. Other local revenues comprise approximately 7.31% (or approximately $1.37
million) of the District’s general fund projected revenues for fiscal year 20171 8.

Charter Schools

Charter schodls are largely independent schools operating as part of the public schod system
created pursuant to Part 26.8 (beginning with Section 47600) of Division 4 of Title 2 of the California
Education Code (the “Charter Schod Law”). A charter school is usually created or organized by a group
of teachers, parents and community |eaders, or a community-based organization, and may be approved by
an existing local public schod district, a county board of education or the State Board of Education. A
charter schodl is generally exempt fromthe laws governing schod districts, except where specifically noted
in the law. The Charter Schoadl Law acknowledges that among its intended purposes are to (a) provide
parents and students with expanded choices in the types of educational opportunities that are available
within the public schodl system, (b hold schools accountable for meeting measurable pupil outcomes and
provide schools a way to shift froma rule-based to a performance-based system of accountability, and (©)
provide competition within the public schoal system to stimulate improverments in all public schools.

A schod district has certain fiscal oversight and other responsibilities with respect to both
dependent and independent charter schools. However, independent charter schodls that receive their
funding directly fromthe State are general ly nat included in a schod district’s financial reports and audited
financial statements and function like independent agencies, including having control over their staffing
and budgets, which are received directly from the State. Dependent charter schools receive their funding
fromthe schod district andwoul d generally be included in the schod district’s financial reports and audlited
financial statements.

There is currently one dependent charter schodl, Anderson NTHS, which is operating under charter
from the District, and serves grades 9-12, with an enrdllment of 182 in fiscal year 201617 and a prgjected
enrollment of approxi mately 189 students in fiscal year 2017-18. The District’s audited financial statements
for fiscal year 201617, which are included as Appendix B, include the operations of Anderson NTHS. The
Northern Summit Academy, a charter schod serving grades K-12, also operates within the territory of the
District, but is sponsored by the W hitmore Union Elementary District. In fiscal year 2016-17, Northern
Summit Academy had a total enrollment of 91 students, and approxi mately 50 students attending Northern
Summit Academy are in grades 9-12. The District can make no representation as to whether enrollment at
such charter schools may increase at the expense of District enrdlment in future years, whether additional
charter schools will be established within the territory of the District, or as to the impact these or cther
charter schod developiments may have on the District’s A.D.A. or finances in future years.



Significant Accounting Pdlicies and Audited Finandial R eports

The State Department of Education imposes by law uniform financial reporting and budgeting
requirements for K12 districts. Finandal transactions are accounted for in accordance with the Department
of Education’s California School Accounting Manual. This manual, according to Section 41010 of the
Education Code, is to be followed by all California schod districts, including the District. Significant
accounting policies followed by the District are explained in Note 1 to the District’s audited finandal
staterments for the fiscal year ended ] une 30, 2017, which are included as Appendix B.

Independently audited financial reports are prepared annually in conformity with generally
accepted accounting principles for educational institutions. The annual audit report is generally available
about six months after the J une 30 close of each fiscal year. The following tables contain data abstracted
from financial statements prepared by the District’s auditor, Matson and Isom, Redding, California, for
fiscal years 2012-13 and 201344 and KCoe Isom, LLP, Redding, California, for fiscal years 20145
through 2016-17. KCoe Isom, LLP formed January 1, 2015 with the merger of Kennedy and Coe and
Matson and Isom.

KCoe Isam, LLP has not been requested to consent to the use or to the inclusion of its reports in
this Official Statement, and it has nat audited or reviewed this Official Statement. The District is required
by law to adopt its audited financial statements after a public meeting to be conducted no later than J anuary
31 fallowing the close of each fiscal year.

The fdlowing table sets forth the statement of revenues, expenditures and changes in fund balances
for the District’s general fund for the fiscal years 2012413 through 2016-17.

[Remainder of Page Intentionally L eft Blank]



ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
Statement of General Fund R evenues, E xpenditures and Changes in Fund Balance
Fiscal Y ears 2012-13 through 201617

201213 201314 201415 201516 201617
Actuals Actuals Actuals Actuals Actuals
Revenues:
Property taxes $5,327,379 $4,671,628 54,846,044 $5,569,211 $5,994,449
Revenue limit sources /LCFF sources” 4,817,500 8,738,587 9,043,951 8,984,832 8,773,062
Other state revenue 2,307,200 1,142,639 945514 2,065,719 1,826,808
Federal revenue 1,067,681 878,270 999,012 1,061,494 1,085,001
Other local revenue 1,611,765 1,833,917 1,891,117 1,649,768 1,702,162
Total Revenues 15,131,525 17,265,041 17,725,638 19,331,024 19,381,482
E xpenditures
Current:
Instruction 7,789,243 8,108,798 8,509,342 9,134,608 9,669,200
Instruction-Related Services 1,126,351 1,273,796 1,336,443 1,360,958 1,574,372
Pupil services 2278521 2,117,727 1,987,977 2,152,425 2,698 847
Ancillary services 390,151 406,374 451,029 458,990 557,232
Community services 3,055 1,344 5951 3,959 3,94
General administration 1,362,817 1,238,856 1,346,700 1,352,333 1,474,705
Plant services 1,901,456 1,771,205 1,896,698 2,181,266 2,465,044
Transfers between agencies 95,795 1,108,369 1,131,843 748,756 760,254
Debt service:
Principal 163,208 94,099 227,366 89,752 95,454
Interest and other charges 39,163 32,100 39,959 25,801 23,200
Capital outlay 123,307 167,465 77,001 289426 -
Total E xpenditures 15,273,067 16,320,133 17,010,309 17,798,274 19,322,212
E xcess (Deficiency) of Revenues Over
E xpenditures (141,542 944,908 715,329 1,532,750 59,270
Other financing sour ces (uses)
Interfund transfers in - - - - -
Interfund transfers out (140,521) (85,000 (72,569) (230,2%) (44,073)
Total Other Financing Sources (Uses) (140,521 (85,000 (72,569) (230299 (44,073)
Net Changes in Fund Balances (282,063) 859,908 642,760 1,302,456 15,197
Fund Balances — Beginning of Y ear 7,249,601 6,967,628 7,827,536 8,470,296 9,772,752
Fund Balances— End of ¥ ear 96,967,628 $7.827,536 $8,470,296 $9,772, 752 $9,787,949

M The LCFF was implemented beginning in fiscal year 2013-14. See “ —Allocation of State Funding to School Districts: Local Control Funding
Formula® herein for more information about the LCFF.
Source: Anderson U nion High Schoal District Audited Financial Reparts for fiscal yvears 2012-13 through 2016-17.



The fdlowing table sets forth the general fund balance sheet of the District for fiscal years 2012-

13 through 2016-17.

ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)

Summary of General Fund Balance Sheet

Assets
Cash and investments
Accounts receivable
Due from other governments
Due from other funds
Inventories
Prepaid expenditures

Total Assets

Liabilities and Fund B alances
Liabilities:
Overdraftin county treasury
Accounts payable and other current
liabilities
Due to other governments
Due to other funds
Advances from grantors

Total Liabilities

Fund balances:
Nonspendable
Restricted

Assigned
Unassigned

Total Fund B alances
Total Liabilities and Fund B alances

Fiscal Y ears 2012-13 through 201617

Fiscal Y ear Fiscal Y ear Fiscal Y ear Fiscal Y ear Fiscal Y ear
2012-13 2013-14 201415 2015-16 201617
$5,378,944 96,714,404 $8,305,337 99,867,263 99,697,040

132,688 149,213 191,402 257,996 503,777
1,334,064 1,888,139 651,004 741,048 616,746
221,664 47914 162,961 103,144 107,123
7,040 6,791 8,923 15,296 14,699
454,859 21,625 18,887 1,133 21,269
$7,529,259 $8,828,086 $9,338,514 $10,985,880 $10,960,654
- - $54,524 - -

$333,377 $460,570 303,933 $391,303 $606,457

- 239,973 145,207 63,820 8,508

108,724 170,104 141,201 465,954 117,712
119,530 129,903 223,353 292,051 440,028
561,631 1,000,550 863,218 1,213,128 1,172,705
470,899 37416 36,810 25,429 44,968
90,727 394,661 350,240 310233 433,822
3,406,892 3,402,936 3,660,010 3,759,979 3,982,716
2,999,110 3,992,523 4,423,236 5677111 5,326,443
6,967,628 7,827,536 8,470,296 9,772,752 9,787,949
$7,529,259 $8,828,086 $9,333,514 $10,985,880 $10,960,654

Sources Anderson U nion High School District Audited Financial Reparts for fiscal years 2012-13 through 2016-17.



District Budget Process and County R eview

State law requires school districts to maintain a balanced budget in each fiscal year. The State
Department of Education imposes a uniform budgeting and accounting format for school districts.

Under current law, a schod district governing board must adopt and file with the county
superintendent of schodls a tentative budget by July 1 in each fiscal year. The District is under the
jurisdiction of the County of Shasta Superintendent of Schools.

The county superintendent must review and approve, conditionally approve or disapprove the
budget no later than August 15. The county superintendent is required to examine the adopted budget for
compliance with the standards and criteria adopted by the State B card of E ducation and identify technical
corrections necessary to bring the budget into compliance with the established standards. If the budget is
disapproved, it is returned to the District with recommendations for revision. The District is then required
to revise the budget, hdd a public hearing thereon, adopt the revised budget, and file it with the county
superintendent no later than September 8. Pursuant to State law, the county superintendent has available
various remedies by which to impose and enforce a budget that complies with State criteria, depending on
the circurmstances, if a budget is disapproved. After approval of an adopted budget, the schodl district’s
admini stration may submit budget revisions for governing board approval .

Subsequent to approval, the county superintendent will monitor each district under its jurisdiction
throughout the fiscal year pursuant toits adopted budget to determine on an ongoing basis if the district can
meet its current or subsequent year financial obligations. If the county superintendent determines that a
district cannot meet its current or the subsequent year’s obligations, the county superintendent will notify
the district’s governing board of the determination and may then do either or both of the following. (a)
assign a fiscal advisor to enable the district to meet those cbligations, or (b) if a study and recommendations
are made and a district fails to take appropriate action to meet its financial obligations, the county
superintendent will so notify the State Superintendent of Public Instruction, and then may do any or all of
the following for the remainder of the fiscal year: (i) request additional information regarding the district’s
budget and operations; (ii) develop and impose, after also consulting with the district’s govermning beard,
revisions to the budget that will enable the district to meet its financial obligations; and (iii) stay or rescind
any action inconsistent with such revisions. However, the county superintendent may not abrogate any
provision of a collective bargaining agreement that was entered into prior to the date upon which the county
superintendent assumed authority.

A State law adopted in 1991 (known as “A.B. 1200") imposed additional financial reporting
requirements on school districts, and established guidelines for emergency State aid apportionments. Under
the provisions of A.B. 1200, each schod district is required to file interim certifications with the county
superintendent (on December 15, for the period ended October 31, and by mid-March for the pericd ended
January 31) as toits ability to meet its finandial obligations for the remainder of the then-current fiscal year
and, based on current forecasts, for the subsequent fiscal year. The county superintendent 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 twofiscal years. A negative certification is assigned toany schodl district that is deemed unable
to meet its financial obligations for the remainder of the fiscal year or the sulbsequent fiscal year. A qualified
certification is assigned to any school district that may not meet its financial obligations for the current
fiscal year or two subsequent fiscal years. A schod district that receives a qualified or negative certification
may not issue tax and revenue anticipation notes or certificates of participation without approval by the
county superintencent in that fiscal year or in the next succeeding year. In the last five years, except for a
qualified certification in connection with the first interim report for fiscal year 20124 3, the District has not
received a qualified or negative certification.



For schodl districts under fiscal distress, the county superintendent of schools is authorized to take
a number of actions to ensure that the schod district meets its financial dbligations, induding bucget
revisions. However, the county superintendent is not authorized to approve any diversion of revenue from
ad valorem taxes levied to pay debt service on district general obligation bonds. A schodl district that
becomes insalvent may, upon the approval of a fiscal plan by the county superintendent of schoals, receive
an emergency appropriation fromthe State, the acceptance of which constitutes an agreement to submit to
management of the schodl district by a Superintendent apjpoi nted administrator.

In the event the State elects to provide an emergency appropriation to a schod district, such
appropriation may be accomplished through the issuance of “State School Fund Apportionment L ease
Revenue Bonds” to be issued by the California | nfrastructure and E conomic Developrment Bank, on behal f
of the school district. State law provides that so long as such bonds are outstanding, the recipient schoal
district (via its State-appointed administrator) cannct file for bankruptcy.

The following table sets forth the District’s adopted general fund budgets for fiscal years 2015-16
through 20178, unaudited actuals for fiscal years 201546 through 2016-17 and first interim report for
fiscal year 2017-18.

[Remainder of Page Intentionally L eft Blank]
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ANDERSON UNION HIGH SCHOOL DISTRICT

(Shasta County, California)

General Fund Budgets for Fiscal Y ears 2015-16 through 2017-18,
Unaudited Actuals for Fiscal Y ears 2015416 through 2016-17
and First Interim Report for Fiscal Year 2017-18

2015-16 2016-17 2017-18
2015-16 U naudited 2016-17 U naudited 2017-18 First Interim
Original B udget Actuals” Original B udget Actuals” Original B udget Report®
REVENUES
LCFF Sources $14,154,558.00 $14,554,042.99  $14434,817.00  $14,592,511.32 $14,736,091.00  $14,778,659.00
Federal Revenue 1,016,506.00 1,061,494.08 941,937.00 1,085,001.44 985,743.00 1,194,792.00
Other State Revenue 398,970.00 2,168,546.66 710,742.00 1,826,808.35 911,077.00 1,335,401.00
Other Local Revenue 1,609,105.00 1,649,007.03 1,326,898.00 1,701,397.71 1,222,000.00 1,365,324.00
TOTAL REVENUES $17,179,139.00 $19,433,000.76  $1741434.00  $19,205,718.82 $17,854,911.00 18,674,176.00
EXPENDITURES
Certificated Salaries 6,750,330.00 7,347,843.19 7,245,777.00 7,544,933.11 7,337,218.00 7,604,471.00
Classified Salaries 2,055,700.00 1,977,103.84 1,975,574.00 2,144,664.22 2,153,548.00 2,224,438.00
Emplayee Benefits 2,877,049.00 3,376,235.03 3,451,354.00 3,874,574.24 3,988,484.00 4,321,512.00
Books and Supplies 782,152.00 910,291.03 814,617.00 826,356.15 795,371.00 1,305,630.00
Services, Other Operating E xpenses 2928697.00 2,889,20.57 3,096, 768.00 3,455,368.39 3,151,26/7.00 3,419,821.00
Capital Outlay 161,098.00 362,346.95 32,000.00 425,823.72 35,673.00 28,821.00
Other Outgo {(excluding Direct
SupportAndirect Costs) 1,283,329.00 864,308.99 894,593.00 878,907.96 976,350.00 955,331.00
Transfers of Direct SupportAndirect
Costs (46,924.00) (44,333.52) (43,755.00) (48,001.38) (49,717.00) (51,905.00)
TOTAL EXPENDITURES 16,791,431.00 17,683,016.08 17,466,928.00 19,102,536.41 18,388,174.00 19,808,119.00
EXCESS (DEFICIENCY) OF
REVENUES OVER
EXPENDITURES 387,708.00 1,750,074.68 {52,534.00) 103,182.41 (533,263.00)  (1,133,943.00)
OTHER FINANCING SOURCES
(USES)
Inter-fund Transfers In - - - - - -
Inter-fund Transfers Out (515,467.00) (230,294.22) (51,596.00) (44,073.47) (439,476.00) (425,788.00)
Other Sources (U ses) - - - - - -
Contributions - - - - - -
TOTAL, OTHER FINANCING (515,467.00) (230,294.22) (51,596.00) (44,073.47) (439,476.00) (425,788.00)
SOURCES (USES)
NET INCREASE (DECREASE) IN
FUND BALANCE (127,752.00) 1,519,780.46 (104,130.00) 59,108.94 (972,739.00) (1,559,731.00)
BEGINNING BALANCE,
asaf July 1 7,286,014.00 8,193,869.44 8,676,887.00 9,713,649.90 8,509,944.00 9,669,932.00
Audit Adjustmentst® - - - (102,828.00) - -
Asof July T - Audited 7,286,014.00 §,193,869.44 8,6/6,887.00 9610,821.90 8,509,944.00 9,669,932.00
Other Restatements - - - - - -
Adjusted heginning Balance 7,286,014.00 8,193,869.44 8,676,887.00 9,610,821.90 8,509,944.00 9,669,932.00
ENDING BALANCE $7,158,255.00 §9,71364990  $8572,757.00  $9669,930.84  $7,537,20500  $8,110,201.00
Unrestricted Balance $7,129,085.00 $9,300,589.29 $8,301,996.00 $9,236,108.90 $7,439,657.00 $7,844,532.00
Restricted Balance $29,170.00 $413,060.61 $270,761.00 $433,821.94 $97,548.00 $265,669.00

™ The total revenues and expenditures and ending fund balance reflected in the District’s unaudited actuals for fiscal years 201516 and 2016-17 differ from the District’s audited
financial staternents for these tiscal years due to GASP Staternent 54, which requires that the District include the trarsactions of the Spedial Reserve Fund for Other than Capital
Outlay Projects with the General Fund for purposes of the audited financial statements.

@ Figures are projections.

@ The unaudited actuals for fiscal year 2016-17 reflect an audit adjustment of ($102,828), whichwas due to an understatement of amounts due to the Charter Schools Fund.

Source: Anderson Union High School District acdopted general funed budgets for fiscal years 2015-16 through 2017 8; unaudited actuals for fiscal years 2015-16 through 2016-17;
and first interim report for fiscal year 201718
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District Debt Structure

Long-Term Delat Summary. A schedule of changes in the District’s long-term cbligations for the
year ended ) une 30, 2017, consisted of the following:

Beginning
Balance - as Beginning Amounts Due
Previoushy Prior-Period Balance - as Ending Within
Long-Term Debt Reported Adjustment Restated Additions Deductions Balance OneY ear
Compensated Absences $ 123,804 - § 123,81 - $ 80 $ 12291 -
General Obligation
Baonds? 9,495,000 - 9,495,000 - 305,000 9,190,000 $250,000
Band issue premiums 394,660 - 394,660 - 28,073 366,587 25,463
Capital leases 566,533 - 566,533 - 85,056 481,477 88,579
Other postemployment
benefits 25,875 - 25875 - 11,246 14,629 9,479
Net OPEB obligation 269,096 - 269,096 $ 196,837 - 465,933 -
Net pension liahility 12,838,807 $1,146,375 13,985,182 2610482 - 16,595,664 -
Tatal Lang-Term Deht $23,713,77/5 $1,146,375 $24,860,150 $2,807,319 $430,235 $27,237,234 $373,521

" Dees nat include the Series C Baonds.
Source: Anderson UnionHigh Schoal District Audited Financial Report for fiscal year 2016-17.

General Obligation Bonds. Prior tothe issuance of the Series C B onds, the District has outstanding
two additional series of general dbligation bonds, each of which is secured by ad valoremtaxes levied upon
all property subject to taxation by the District on a parity with the Series C Bonds. See “THE SERIES C
BONDS - Outstanding Bonds” and “- Aggregate Debt Service” in the front portion of the Offidal
Statement for more information about such outstanding bonds.

Capital Leases. The District leases equipment under agreements which provide for title to pass
upon expiration of the lease period. The cost of the equipment is included in vehicles and equipment on the
statement of net position as depreciated capital assets and was $1,340,500 at J une 30, 2017. Accumulated
depreciation of the leased equipment at June 30, 2017, was $281,505. Depreciation of the assets under
capital leases is included in depreciation expense and amounted to $26,810 for the year ended June 30,
2017. The amount of interest cost incurred during the year ended ) une 30, 2017, was $22,352, all of which
was charged to expenses. The District will receive no sublease rental revenues no pay for any contingent
rentals for this equipment. Future minimum lease payments are as follows:

Y ear Ending Lease

Jurne 30 Payments

2018 $107,408

2019 107,408

2020 107,408

2021 107,408

2022 107,781

Total $537,413

Less: Amount representing interest (55,936)
Present Value of Net Minimum $481,477

L ease Payments

Source: Anderson UnionHigh School District Audited Financial Report for fiscal year 2016-17.

Other Post-E mployment Benefits (OPEBs). In addition to the retirement plan benefits with
CalSTRS and CalPERS (defined below), the District provides certain post—+etirement healthcare benefits to
all certificated empl oyees who retire fromthe District between the ages of 55 to65with at least 15 executive
years of service in the District. The District provides medical, dental and vision benefits to certificated
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retirees and their dependents for a period of five consecutive years after retirement or until age 65,
whichever comes first.

The District also provides post employment health care benefits to all classified employees and
their dependents who retire from the District oh o after attaining age 55 with 15 consecutive years of
service tothe District. The classified retirees shall be included in the programuntil age 65, or until a retiree
becomes eligible for other group medical insurance, whichever comes earlier, for a maximum of 60 months.
Management and confidential employees must have at least 10 years of service within the District to receive
benefits. Management and confidential employees receive benefits until age 65. The District provides these
benefits through a singleemployer defined benefit health care plan administered by the District that
provides for monthly contribution for eligible retirees. At June 30, 2017, 20 retirees met these eligibility
requirements and an estimated 160 participants will be eligible in future years.

For certificated retirees, the District contributes an amount not-to-exceed $7,200 per fiscal year.
For classified retirees who retired between June 1, 2012 and June 30, 2015, the District contributes an
amount not-to-exceed $5,700 per fiscal year. For dlassified retirees whorretire after J uly 1, 2015, the District
contributes an amount not-to-exceed $6,000 per fiscal year. For management and confidential empl oyees,
the District contributes an amount not-to-exceed $13,200 per fiscal year.

The District’s agreement with employees is for monthly contributions for members who meet the
eligibility criteria of their cdlective bargaining agreement and who retire during the term of the contract.
The contribution requirements of plan members and the District are established and may be amended by
the District’s B card of Trustees through the cdllective bargaining process. The members receiving benefits
contributions vary depending on the level of the coverage selected.

For a description of the District’s program, see Note 18 to the District’s financial staterments
attached hereto as APPENDIX B — “FINANCIAL STATEMENTS OF THE DISTRICT FOR THE
FISCAL YEAR ENDED JUNE 30, 2017.”

The Governmental Accounting Standards Board (“CASB”) released its Statement Number 45
(“Staterment Number 45”), which requires municipalities to account for other post-employment benefits
(meaning other than pension benefits) (“OPEB”) liabilities much like municipalities are required to account
for pension benefits. The expense is generally accrued over the working career of employees, rather than
on a pay-asyou-go basis, which has been the practice for most municipalities and public sector
organizations. OPEBs generally include post-employment health benefits (medical, dental, vision,
prescription drug and mental health), life insurance, disability benefits and long term care benefits.
Statement Number 45 was phased in over a three-year period based upon the entity’s revenues. Statement
Number 45 becarre effective for the District beginning in the 2008-09 fiscal year.

Total Compensation Systems, Inc.,, Westlake Village, California, has prepared an actuarial
val uati on covering the District’s retiree heal th benefits and reports that, as of September 1, 2015, the District
had an actuarial accrued liability of $2,441,954 and an accrued unfunded liability in the same amount. The
actuarial assumptions included a discount rate of 4.5% per year, payrdl increases of 2.75% per year and
inflation of 2.75% per year.
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The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the net OPEB obligation were as follows:

Annual Annual Employer Percentage Net Ending OPEB
Y ear E nded OPERB Cost Contributions Contributed Obligation
June 30, 2015 $218,692 $125313 57.30% $129,975
June 30, 2016 323,779 184,658 57.03 269,096
June 30, 2017 325,048 128,211 39.44 465,933

Source: Anderson Union High School District Audited Financial Report for fiscal year 2016-17.

For more information regarding the actuarial valuation, the District’s annual required contribution
for 2016-17 and the District’s net OPEB obligation atJ une 30, 2017, as well as the basic assumptions upon
which the valuation was based, see Note 18 to the District’s financial statements attached hereto as
APPENDIX B — “FINANCIAL STATEMENTS OF THE DISTRICT FOR THE FISCAL YEAR ENDED
JUNE 30, 2017.”

Tax and Revenue Anticipation Notes. The most recent fiscal year in which the District issued tax
and revenue anticipation notes (“TRANS”) was fiscal year 2011-12. The District does not expect to issue
TRANS or borrow funds to supplement the District’s cash flow in fiscal year 2017-18. The District may
issue TRANS or borrow funds in future fiscal years as and if necessary to supplement cash flow.

E mployment

As of December 2017, the District employed 192 employees (including fulltime and part-time
employees), consisting of 98 nonHmanagement certificated employees, 9 certificated management
employees, 78 dassified non-management employees, and 7 dassified management employees. For fiscal
vear 2016-17, the total certificated and classified payralls for all fundswere $7.54 millionand $2.15 million,
respectively, and are projected to be approximately $7.60 million and $2.22 million, respectively, in fiscal
vear 2017-18. These employees, except management and some part-time employees, are represented by
the bargaining units as noted below:

Nurrber of
Employees Current Contract
Name of B argaining Unit Represented Expiration Date
California Teachers A ssociation 98 June 30, 2018
California School Employees Association - Chapter #382 78 October 31, 2021

Source: Anderson U nion High School District.

R etirement B enefits

The District participates in retirement plans with CalSTRS, which covers all fullime certificated
District employees, induding teachers and administrators, and CalPERS, which covers certain dassified
employees. Classified school personnel who are employed four or more hours per day may participate in
CalPERS.

CalSTRS. Contributions to CalSTRS are fixed in statute. For fiscal year 2013-14, covered
employees contributed 8.009% of salary to CalSTRS, while schodl districts contributed 8.25% . In addition
to the teacher and schod contributions, the State contributed 4.517% of teacher payrdll to CalSTRS
(calculated on payrdl| data fromtwo fiscal years ago). Prior tofiscal year 2014415 and unlike typical defined
benefit programs such as those administered by CalPERS, neither the CalSTRS employer nor the State
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contribution rate varied annually to make up funding shortfalls or assess credits for actuarial surpluses. The
State does pay a surcharge when the mermber and schod district contributions are not sufficient to fully
fund the basic defined benefit pension (generally consisting of 2% of salary for each year of service at age
60 referred to herein as “ pre-enhancement benefits”) within a 30-+year period. However, this surcharge does
hot apply to systemwide unfunded liability resulting from recent benefit enhancerments.

As part of the 201415 State B udget, the Governor signed Assembly Bill 1469 which implemented
a hew funding strategy for CalSTRS and increased the employer contribution rate in fiscal year 201415
from 8.25% to 8.88% of covered payroll. Such rate increased by 1.85% beginning in fiscal year 201516
until the employer contribution rate is 19.10% of covered payrd| as further described below. AB 1469
increased member contributions, whichwere previously set at 8.00% of pay, to 10.25% of pay for members
hired on or before December 31, 2012 and 9.205% of pay for members hired on or after January 1, 2013
effective July 1, 2016. The State’s total contribution also increased from approximately 3% in fiscal year
20131410 6.30% of payrdl in fiscal year 2016-17, plus the continued payment of 2.5% of payroll annual
for a supplemental inflation protection program for a total of 8.80% . In addition, AB 1469 provides the
State Teachers Retirement Board with authority to modify the percentages paid by employers and
employees for fiscal year 202122 and each fiscal year thereafter to eliminate the CalSTRS unfunded
liability by June 30, 2046. The State Teachers Retirement Board would also have authority to reduce
employer and State contributions if they are no longer necessary.

On February 1, 2017, the State Teachers’ Retirement Board voted to adopt revised actuarial
assumptions reflecting members’ increasing life expectancies and current econarmic trends. The revised
assumptions include a decrease from 7.50% to a 7.25% investment rate of return for the June 30, 2016
actuarial valuation, a decrease from 7.25% to a 7.00% investment rate of return for the June 30, 2017
actuarial valuation, a decrease from 3.75% toa 3.500% projected wage growth, and a decrease from 3.0094
toa 2.75% priceinflation factor.

Asof June 30, 2016, an actuarial valuation (the “2016 CalSTRS Actuarial Valuation”) for the entire
CalSTRS defined benefit program showed an estimated unfunded actuarial liability of $96.7 billion, an
increase of approximately $20.5 million fromthe J une 30, 2015 valuation. The funded ratios of the actuarial
value of valuation assets over the actuarial accrued liabilities as of June 30, 2016, ] une 30, 2015 and ] une
30, 2014, based on the actuarial assumptions, were approximately 63.7%, 68.5% and 68.5% , respectively.
Future estimates of the actuarial unfunded liability may change due to market performance, legislative
actions and other experience that may differ from the actuarial assumptions. The following are certain of
the actuarial assumptions set forth in the 2016 CalSTRS Actuarial Valuation: measurement of accruing
costs by the “Entry Age Normal Actuarial Cost Method,” a 7.25% investment rate of return for
measurements as of June 30, 2016 and an assumed 7.00% investment rate of return for measurements
subsequent to ) une 30, 2016, 3.00% interest on member accounts, projected 3.50% wage growth, projected
2.75% inflation and demographic assumptions relating to mortality rates, length of service, rates of
disability, rates of withdrawal, probability of refund, and merit salary increases. The 2016 CalSTRS
Aduarial Valuation also assumes that all members hired on or after January 1, 2013 are subject to the
provisions of PEPRA (as defined herein). See “~Governor’s Pension Reform™ below for a discussion of the
pension reform measure signed by the Governor in August 2012 expected to help reduce future pension
obligations of public employers with respect to employees hired on or after January 1, 2013. Future
estimates of the actuarial unfunded liability may change due to market performance, legislative actions,
changes in actuarial assumptions and other experiences that may differ from the actuarial assumgptions.

As indicated above, there was no required contribution from teachers, schoals districts or the State
to fund the unfunded actuarial liability for the CalSTRS defined benefit program and only the State
legislature can change contribution rates. The 2016 CalSTRS Actuarial Valuation stated that the aggregate
contribution rate as of June 30, 2017, inclusive of an equivalent rate contribution of 10.219%% from
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members, 8009 fromemployers relating to the base rate, 0.250% from employers based on the sick leave
rate, 10.096% from employers based on the supplemental rate, 1.881% from the State based on the base
rate and 4.021% from the State based on the supplemental rate is equivalent to 34.467% .

Pursuant to Assermbly Bill 1469, a schoaol district’s contribution rates will increase in accordance
with the following schedule:

E ffective Date School District
July 1) Contribution Rate
2014 8.88%
2015 10.73
2016 12.58
2017 14.43
2018 16.28
2019 18.13
2020 19.10

Saource: Assembly Bill 1469.

The fdlowing table sets forth the District’s total employer contributions to CalSTRS for fiscal
years 2013-14 through 2016-17 and the projected contribution for fiscal year 2017-18.

ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
Contributions to CalSTRS for Fiscal Y ears 2013-14 through 201718

Fiscal Y ear District Contribution’? STRS On-B ehalf Amount(?
2013-14 $527,5%4 N/A
2014-15 570519 $354,255
2015-16 713149 453 276
201617 861,568 549,908
2017180 1,040,648 549,908

™ Firstinterim report for fiscal year 2017-18.
@ Includes only the amounts accounted for inthe general fund of the District.
Saurce: Anderson Union High Schaoal District

The District’s total employer contributions to CalSTRS for fiscal years 201314 through 201617
were equal to 1009 of the required contributions for each year. With the implementation of AB 1469, the
District anticipates that its contributions to CalSTRS will increase in future fiscal years as compared to
prior fiscal years.

The District, nonetheless, is unable to predict all factors or any changes in law that could affect its
required contributions to CalSTRS in future fiscal years.

CalSTRS produces a comprehensive annual financial report and actuarial val uations which include
financial statements and required supplementary information. Copies of the CalSTRS comprehensive
annual financial report and actuarial val uations may be obtained from CalSTRS. The information presented
in these reports is nat incorporated by reference in this Official Statement.

CalPERS. All qualifying classified employees of K12 districts in the State are members in
CalPERS, and all of such districts participate in the sarme plan. As such, all such districts share the same
contribution rate in each year. However, unlike schod districts’ participating in CalSTRS, the schod
districts’ contributions to CalPERS fluctuate each year and include a normal cost component and a
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component equal to an amorti zed amount of the unfunded liability. Accordingly, the District cannct provide
any assurances that the District’s required contributions to CalPERS in future years will not significantly
vary fromany current projected levels of contributions to CalPERS.

The CalPERS Schools Actuarial Valuation as of J une 30, 2016 indicates that the funded ratio as of
June 30, 2016 is 71.9% on a market value of assets basis. According to the CalPERS Schools Actuarial
Valuation as of June 30, 2015, the CalPERS Schodls plan had a funded ratio of 77.5% on a market value
of assets basis. The funded ratio, on a market val ue basis, as of ] une 30, 2014, J une 30, 2013, June 30, 2012,
June 30, 2011 and] une 30, 2010was 86.6% , 80.5%, 75.5% , 78.7% and69.5% . InApril 2013, the CAIPERS
B card of Administration approved changes to the CalPERS amortization and smoothing pdlicy intended to
recluce volatility in employer contribution rates. Beginning with the June 30, 2013 actuarial valuation,
CalPERS employed a new amortization and smoathing policy that will pay for all gains and losses over a
fixed 30~yvear period with the increases or decreases in the rate spread directly over a 5-year period (as
compared to the current policy of spreading investment returns over a 15-year period with experience gains
and losses paid for aver a rolling 30-+year period). Such changes, the implementati on of which were delayed
until fiscal year 201516 for the State, schoals and all public agencies, have increased contribution rates in
the near termbut are expected to lower contribution rates inthe long term. In November 2015, the CalPERS
B oard of Administration approved a proposal pursuant to which the discount rate would be reduced by a
minimum of 0.05 percentage points to a maximum of 0.25 percentage points in years when investment
returns outperform the then-current discount rate of 7.5% by at least four percentage points. In December
2016, the CalPERS Board of Administration voted to lower the discount rate from 7.5% to 7.375% for
fiscal year 201718, 7.25% for fiscal year 2018-19, and 7.00% beginning fiscal year 2019-20. The new
discount rates will take effect beginningJuly 1, 2017 for the State andJ uly 1, 2018 for schod districts. The
change in the assurmed rate of return is expected to result in increases in the District’s normal costs and
unfunded actuarial liabilities.

In February 2014, the CalPERS Board of Administration adopted actuarial demographic
assumptions that take into account public employees living longer. Such assumptions are expected to
increase costs for the State and public agency employers (induding schodl districts), which costs will be
amortized over 20 years and phased in over three years beginning in fiscal year 201445 for the State and
amortized over 20 years and phased in over five years beginning in fiscal year 201617 for the employers.
CalPERS applied the assumptions beginning with the June 30, 2015 valuation for the schools poal, which
was used to establish empl oyer contribution rates for fiscal year 2016-17. CalPERS estimates that the new
demographic assumptions could cost public agency employers up to 9% of payrall for safety employees
and up to 5% of payrdl for miscellaneous employees at the end of the five year phase in period. To the
extent, however, that future experiences differ from CalPERS’ current assumptions, the required employer
contributions may vary. In April 2016, CalPERS approved an increase to the contribution rate for schodl
districts from 11.847% during fiscal year 2015-16 to 13.888% during fiscal year 2016-17. In April 2017,
CalPERS adopted an employer contribution rate of 15.531% for the schools podl and a member contribution
rate of 6.5% for school employees subject to PEPRA for the period of July 1, 2017 to ) une 30, 2018.

The following table sets forth the District’s total employer contributions to CalPERS for fiscal
years 2013-14 through 2016-17 and the projected contribution for fiscal year 2017-18.
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ANDERSON UNION HIGH SCHOOL DISTRICT
(Shasta County, California)
Contributions to CalPERS for Fiscal Y ears 201314 through 2017-18

Fiscal Y ear District Contribution®
2013-14 $220,198
2014-15 245,481
2015-16 281,253
201617 333,233
2017180 382,651

(O First interim report for fiscal year 2017-18.
@ Includes only the amaounts accounted for in the General Fund of the District.
Source: Anderson Union High Schoal District

The District’s total employer contributions to CalPERS for fiscal years 201314 through 201617
were equal to 100% of the required contributions for each year. With the change in actuarial assumgtions
described above, the District anticipates that its contributions to Cal PERS will increase in future fiscal years
as the increased costs are phased in. The implementation of PEPRA (see “~Governor’s Pension Reform™
below), however, is expected to help reduce certain future pension obligations of public employers with
respect to employees hired on or after J anuary 1, 2013. The District cannot predict the impact these changes
will have on its contributions to CalPERS in future years.

CalPERS produces a comprehensive annual finandal report and actuarial valuations that indude
financial statements and required supplementary information. Copies of the CalPERS comprehensive
annual financial report and actuarial valuations may be obtained from CalPERS Financial Services
Division. The information presented in these reports is not incorporated by reference in this Official
Statement.

Governor’s Pension Reform. On August 28, 2012, Governor Brown and the State Legislature
reached agreement on a hew law that reforms pensions for State and local government employees. AB 340,
which was signed into law on September 12, 2012, established the California Public Employees’ Pension
ReformAct of 2012 (“PEPRA”) which gaverns pensions for public employers and public pension plans on
and after January 1, 2013. For new employees, PEPRA, among other things, caps pensionable salaries at
the Social Security contribution and wage base, which is $127,200 for 2017, or 120% of that amount for
employees not covered by Social Security, increases the retirement age by two years or more for all new
public employees while adjusting the retirement formulas, requires state employees to pay at least half of
their pension costs, and also requires the calculation of benefits on regular, recurring pay to stop income
spiking. For all employees, changes required by PEPRA include the prohibition of retroactive pension
increases, pension hdidays and purchases of service credit. PEPRA applies to all State and local public
retirerment systems, including county and district retirement systerms. PEPRA only exempts the University
of California system and charter cities and counties whose pension plans are not governed by State law.
Although the District anticipates that PEPRA would not increase the District’s future pension obligations,
the District is unable to determine the extent of any impact PEPRA would have on the District’s pension
obligations at this time. Additionally, the District cannat predict if PEPRA will be challenged in court and,
if so, whether any challenge would be successful.

The District is unable to predict what the amount of State pension liabilities will be in the future,
or the amount of the contributions which the District may be required to make. CalSTRS and CalPERS are
more fully described in Note 16 to the District’s financial statements attached hereto as APPENDIX B —
“FINANCIAL STATEMENTS OF THE DISTRICT FOR THE FISCAL YEAR ENDEDJUNE 30, 2017.”
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GASRB 67 and 68. In] une 2012, the Governimental A ccounting Standards B card approved a pair of
rel ated staterments, Staterment Number 67, Financial R eporting for Pension Plans (“ Staterment Number 677),
which addresses financial reporting for pension plans, and Statement Number 68, Accounting and Finandial
Reporting for Pensions (“ Statement Number 68 ), which establishes new accounting and finandal reporting
requirements for governments that provide their employees with pensions. The guidance contained in these
staterments will change how governments calculate and report the costs and obligations associated with
pensions. Statement Number 67 replaces the current requirements of Staterment Number 25, Finandal
Reporting for Defined B enefit Pension Plans and Note Disclosures for Defined Contribution Plans, for most
public employee pension plans, and Staterment Number 27 replaces the current requirements of Staterment
Number 27, Accounting for Pensions by State and L ocal Governmental Employers, for most government
employers. The new statements also replace the requirements of Statement Number 50, Pension
Disclosures, for those governments and pension plans. Certain of the mgjor changes indude: (i) the
inclusion of unfunded pension liabilities on the government’s balance sheet (such unfunded liabilities were
typically included as notes to the government’ s financial statements); (ii) full pension costs are shown as
expenses regardless of actual contribution levels; (iii) lower actuarial discount rates are required to be used
for most plans for certain purposes of the financial statements, resulting in increased liabilities and pension
expenses; and (iv) shorter amorti zation periods for unfunded liabilities are required to be used for certain
purposes of the finandal statements, which generally increases pension expenses. Statement Number 67
became effective beginning in fiscal year 2013-14, and Statement Number 68 becarme effective beginning
in fiscal year 20145.

Insurance, Risk Pooling and ) oint Powers Agreements and J dint Ventures

The District is a member of five joint powers authorities (JPAs): Northern California Schoals
Insurance Group (NCSIG), Shasta-Trinity Schods Insurance Group (STSIG), Califonia’s Valued Trust
(CVT), Schodls Excess Liability Fund (SELF), and Northern California Regional Liability Excess Fund
(ReLiEF). The relationship between the District and the ] PAs is such that the ] PAs are nat component units
of the District for financial reporting purposes.

The] PAs arrange for and provide property, liability, health care, workers’ compensation and excess
liahbility coverage for their member schod districts. Each JPA is governed by a board consisting of a
representative from each member district. Each governing board controls the operations of its JPA
independent of any influence by the member districts beyond their representation on the governing boards.
Each member district pays a premium commensurate with the level of coverage requested and shares
surpluses and deficits proportionately toits participation in the ] PA. The District’s share of year-end assets,
liabilities or fund equity is not calculated by the J PAs.

A board consisting of a representative from each member district governs these JPAs. The
governing board controls the operation of the ] PAs independent of any influence by the District beyond the
District’s representation on the governing board. The J PAs are independently accountable for its fiscal
matters. Budgets are not subject to any approval other than that of the governing board. Member districts
share surpluses and deficits proportionately to their participation. The relationship between the District and
theJ PAs is such that the J PAs are not a component unit of the District for financial reporting purposes.

These entities have budgeting and financial reporting requirements independent of member units
and their financial statements are not presented in the District’s financial statements attached hereto. See
Note 13 to the District’s financial statements attached hereto as APPENDIX B— “FINANCIAL
STATEMENTS OF THE DISTRICT FOR THE FISCAL YEAR ENDED JUNE 30, 2017.
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CONSTITUTIONAL AND STATUTORY PROVISIONS
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS

Limitations on Revenues

On June 6, 1978, California voters approved Proposition 13 (“Proposition 137), which added
ArtideX Il A tothe State Constitution (“Article X 1HA”). Artide X 1A limits the amount of any advalorem
tax on real property to 1% of the full cash value therecf, except that additional ad valoremtaxes may be
levied to pay debt service on (i) indebtedness approved by the voters prior to July 1, 1978, (ii) bonded
indebtedness for the acquisition or improvement of real property which has been approved on or after July
1, 1978 by two-thirds of the voters on such indebtedness, and (iii) bonded indebtedness incurred by a school
district or community college district for the construction, reconstruction, rehabilitation or replacement of
schoadl facilities or the acquisition or lease of real property for schod facilities, approved by 55% of the
voters of the district, but only if certain accountability measures are included in the proposition. Article
X1A defines full cash value to mean “the county assessor’s valuation of real property as shown on the
197576 tax bill under full cash value, or thereafter, the appraised value of real property when purchased,
hewly constructed, or a change in awnership have occurred after the 1975 assessiment.” This full cash value
may be increased at a rate not to exceed 2% per year to account for inflation.

Artide X 1A has subsequently been amended to permit reduction of the “full cash value” base in
the event of dedining property values caused oy damage, destruction or other factors, to provide that there
would be no increase in the “full cash value” base in the event of reconstruction of property damaged or
destroyed in a disaster and in other minor or technical ways.

County of Orange v. Orange County Assessiment Appeals B oardNo. 3. Section 51 of the Revenue
and Taxation Code permits county assessors who have reduced the assessed valuation of a property as a
result of natural disasters, economic downturns or cther factors, to subsequently “recapture” such value (up
to the pre-glecline value of the property) at an annual rate higher than 2% , depending on the assessor’s
measure of the restoration of value of the damaged property. The constitutionality of this procedure was
challenged in a lawsuit brought in 2001 in the Orange County Superior Court, and in similar lawsuits
brought in other counties, on the basis that the decrease in assessed value creates a new “base year valug”
for purposes of Proposition 13 and that subsequent increases in the assessed value of a property by more
than 2% in a single year vidate Article XI1IA. On appeal, the Califoria Court of Appeal upheld the
recapture practice in 2004, and the State Suprerme Court declined to review the ruling, leaving the recapture
law in place.

Legislation | mplementing Article X111 A. Legislation has been enacted and amended a number of
times since 1978 to implement Article X I1IA. Under current law, local agencies are no longer permitted to
levy directly any property tax (except to pay voter-approved indebtedness). The 1% property tax is
automatically levied by the county and distributed according to a formula among taxing agencies. The
formula apportions the tax roughly in proportion to the relative shares of taxes levied prior to 1989.

Increases of assessed valuation resulting from reappraisals of property due to new construction,
change in ownership or fromthe 2% annual adjustrment are all ocated among the various jurisdictions in the
“taxing area’ based upon their respective “situs.” Any such allocation made to a local agency continues as
part of its allocation in future years.

The tax rate is expressed as $1 per $100 of taxable value. All taxable property value included in

this Official Statement is shown at 100% of market value (unless noted differently) and all tax rates reflect
the $1 per $100 of taxable value.
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Article X111B of the California Constitution

An initiative to amend the State Constitution entitled “ L imitation of Government A ppropriations”
was approved on September 6, 1979, thereby adding Article X111B to the State Constitution (“Article
X1B”). Under Artidle X11IB state and local governmental entities have an annhual “appropriations limit’
and are not permitted to spend certain moneys which are called “appropriations subject to limitation”
(consisting of tax revenues, state sulbventions and certain other funds) in an amount higher than the
“appropriations limit.” Article X 111B does not affect the appropriation of moneys which are exduded from
the definition of “appropriations subject to limitation,” including delt service on indebtedness existing o
authorized as of January 1, 1979, or bonded indebtedness sulsequently approved by the voters. In general
terms, the “appropriations limit” is to be based on certain 19789 expenditures, and is to be adjusted
annually to reflect changes in consumer prices, popul ations, and services provided by these entities. Among
other provisions of Artide X|11B, if these entities’ revenues in any year exceed the amounts permitted to
be spent, the excess would have to be returned by revising tax rates or fee schedules over the subsequent
two years. Any proceeds of taxes received by the District in excess of the allowable limit are absorbed into
the State’s allowable limit.

Article X111 C and Article X111 D of the California Constitution

On November 5, 1996, the voters of the State of California approved Proposition 218, popularly
known as the “Right to Vote on Taxes Act.” Proposition 218 added to the California Constitution Articles
XINCandX 1D (“Article X IIIC” and“Article X 111D, respectively), which contain a humber of provisions
affecting the ability of local agencies, including schoadl districts, to levy and collect both existing and future
taxes, assessments, fees and charges.

According to the “Title and Summary” of Proposition 218 prepared by the California Attorney
General, Proposition 218 limits “the authority of local governments to impose taxes and property-related
assessments, fees and charges.” Among cther things, Artide X111C establishes that every tax is either a
“general tax” (imposed for general governmental purposes) or a “special tax” (imposed for specific
purposes), prohibits spedal purpose government agendies such as schod districts from levying general
taxes, and prohibits any local agency from imposing, extending or increasing any special tax beyond its
maxi mum autherized rate without a two-thirds vote; and also provides that the initiative power will nat be
limited in matters of reducing or repealing local taxes, assessiments, fees and charges. Artide X 111C further
provides that no tax may be assessed on property other than ad valorem property taxes imposed in
accordance with Articles X111 and X I11A of the California Constitution and special taxes approved by a
two-thirds vote under Article XI1IA, Section 4. Article X 1D deals with assessments and property-related
fees and charges, and expliditly provides that nothing in Article X I11C or X 111D will be construed to affect
existing laws relating to the imposition of fees or charges as a condition of property devel opment.

The District does not impose any taxes, assessments, o property-related fees or charges which are
subject to the provisions of Proposition 218. It does, however, receive a portion of the basic 1% ad valorem
property tax levied and cdllected by the County pursuant to Article X111A of the California Constitution.
The provisions of Proposition 218 may have an indirect effect on the District, such as by limiting or
reducing the revenues ctherwise available to other local governments whose boundaries encompass
property located within the District therelyy causing such local governments to reduce service levels and
passibly adversely affecting the value of property within the District.

Statutory Limitations

On November 4, 1986, State voters approved Proposition 62, an initiative statute limiting the
imposition of new or higher taxes by local agencies. The statute (a) requires new or higher general taxes to
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be approved by two-thirds of the local agency’s governing body and a majority of its voters; (b) requires
the inclusion of specific information in all local ordinances or resol utions proposing new or higher general
or special taxes; (¢) penalizes local agencies that fail to comply with the foregoing, and (d) required local
agencies to stop collecting any new or higher general tax adopted after July 31, 1985, unless a majority of
the voters approved the tax by November 1, 1988.

Appellate court decisions following the approval of Proposition 62 determined that certain
provisions of Proposition 62 were unconstitutional. However, the California Supreme Court upheld
Proposition 62 in its decision on September 28, 1995 in Santa Clara County Transportation Authority v.
Guardino. This decision reaffirmed the constitutionality of Proposition 62. Certain matters regarding
Proposition 62 were not addressed in the Supreme Court’s decision, such as whether the dedision applies
retroactively, what remedies exist for taxpayers subject to a tax not in compliance with Propesition 62, and
whether the dedision applies to charter cities.

Proposition 98 and Propasition 111

On November 8, 1988, vaters approved Proposition 98, a combined initiative constitutional
amendment and statute called the “Classroom Instructional |mproverment and Accountability Act” (the
“Accountability Act”). The Accountability Act changed State funding of public education below the
university level, and the operation of the State’ s Appropriations Limit. The Accountability Act guarantees
State funding for K12 districts and community college districts (collectively, “K14 districs”) at a level
equal to the greater of (g the same percentage of general fund revenues as the percentage appropriated to
such districts in 1986-87, which percentage is equal to 40.9% , or (b) the amount actually appropriated to
such districts from the general fund in the previous fiscal year, adjusted for growth in enrollment and
inflation.

Since the Accountability Act is unclear in some details, there can be no assurance that the
Legislature or a court might not interpret the Accountability Act torequire a different percentage of general
fund revenues to be allocated to K-14 districts than the 40.9% , or to apply the relevant percentage to the
State’s budgets in a different way than is proposed in the Governor’s B udget. In any event, the Governor
and cther fiscal observers expect the Accountability Act to place increasing pressure on the State’s budget
over future years, potentially reducing resources available for other State prograis, especially to the extent
the Article X 111B spending limit would restrain the State’s ability to fund such other programs by raising
faxes.

The Accountability Act also changes how tax revenues in excess of the State A ppropriations Limit
are distributed. Any excess State tax revenues up to a spedified amount woul d, instead of being returmed to
taxpayers, be transferred to K-14 districts. Such transfer would be excluded from the A ppropriations Limit
for K14 districts and the K-14 districts A ppropriations Limits for the next year would automatically be
increased by the amount of such transfer. These additional moneys would enter the base funding calculation
for K14 distrias for subsequent years, creating further pressure on cther portions of the State budget,
particularly if revenues decline in a year following an Article XI11B surplus. The maximum amount of
excess tax revenues which could be transferred to schodls is 4% of the minimum State spending for
education mandated by the Accountability Act, as described above.

OnJune 5, 1990, California vaters approved Proposition 111 (Senate Constitutional Amendment
1), which further modified the Constitution to alter the spending limit and education funding provisions of
Proposition 98. Most significantly, Proposition 111 (1) liberalized the annual adjustments to the spending
limit by measuring the “change in the cost of living” by the change in State per capita personal income
rather than the Consurmer Price Index, and specified that a portion of the State’s spending limit would be
adjusted to reflect changes in schod attendance; (2) provided that 50% of the “excess” tax revenues,
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determined based on a two-year cycle, would be transferred to K -14 districts with the balance returned to
taxpayers (rather than the previous 100% but only up to a cap of 4% of the districts’ minimum funding
level), and that any such transfer to K-14 districts would not be built into the schod districts’ base
expenditures for calculating their entitlerment for State aid in the following year and would not increase the
State’s appropriations limit; (3) exduded from the calculation of appropriations that are subject to the limit
appropriations for certain “qualified capital outlay projects” and certain increases in gasdine taxes, sales
and use taxes, and receipts from vehicle weight fees; (4) provided that the Appropriations Limit for each
unit of government, including the State, would be recalculated beginning in the 199091 fiscal year, based
on the actual limit for fiscal year 198687, adjusted forward to 199091 as if Senate Constitutional
Armendment 1 had been in effect; and (5) adjusted the Proposition 98 formula that guarantees K 14 districts
a certain amount of general fund revenues, as described below.

Under prior law, K-14 districts were guaranteed the greater of (a) 40.9% of general fund revenues
(the “first test”) or (b) the amount appropriated in the prior year adjusted for changes in the cost of living
(measured as in Artidle XI1IB by reference to per capita personal income) and enrdlment (the “second
test”). Under Proposition 111, school districts would receive the greater of (a) the first test, (b) the second
test o (€) a third test, which would replace the second test in any year when growth in per capita general
fund revenues from the prior year was less than the annual growth in State per capita personal income.
Under the third test, schodl districts would receive the amount appropriated in the prior year adjusted for
change in enrdllment and per capita general fund revenues, plus an additional small adjustment factor. If
the third test were used in any year, the difference between the third test and the second test would become
a “credit” to be paid in future years when general fund revenue growth exceeds personal income growth.

Assembly Bill No. 26 & California Redevelopment Association v. Matosantcs

On February 1, 2012, pursuant to the California Supreme Court’s dedsion in California
Redevel gpiment Association v. Matosantos, Assembly Bill No. 26 (First Extraordinary Session) (“AB1X
26”) dissalved all redevel opment agendies in existence and desighated “ successor agencies” and “oversight
boards” to satisfy “enforceable obligations” of the former redevelopment agencies and administer
dissalution and wind down of the former redevelgpment agencies. With limited exceptions, all assets,
properties, contracts, leases, records, buildings and equipment, induding cash and cash equivalents of a
former redevelopiment agency were transferred tothe contrd of its successor agency and, unless otherwise
required pursuant to the terms of an enforceable obligation, distributed to various related taxing agencies
pursuant to AB 1X 26.

It is possible that there will be additional legislation proposed and/or enacted to clarify various
inconsistencies contained in AB 1X 26 and there may be additional legislation proposed and/or enacted in
the future affecting the current scherme of dissol ution andwinding up of redevel opiment agencies currently
contemplated by AB1X 26. For example, AB 1484 was signed by the Governor on] une 27, 2012, toclarify
and amend certain aspects of AB1X 26. AB 1484, among other things, attempts to clarify the role and
requirements of successor agencies, provides successor agencies with more control over agency bond
proceeds and properties previously owned by redevelopment agencies and adds other new and modified
requirements and deadlines. AB 1484 also provides for a “tax daw back” provision, wherein the State is
authorized towithhold sales and use tax revenue allocations to local successor agencies to offset payment
of property taxes owed and not paid by such local successor agencies to other local taxing agencies. This
“tax claw back” provision has been challenged in court by certain cities and successor agendies. The District
cannot predict the outcome of such litigation and what effect, if any, it will have on the District.
Additionally, no assurances can be given as to the effect of any such future proposed andjor enacted
legislation on the District.
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Proposition 30 and Propesition 55

On November 6, 2012, voters approved Propesition 30, also referred to as the Temporary Taxes to
Fund Education, Guaranteed Local Public Safety Funding, Initiative Constitutional Amendment.
Proposition 30 temporarily (a) increased the personal income tax on certain of the State’s incorme taxpayers
by one to three percent for a period of seven years beginning with the 2012 tax year and ending with the
2019 tax year, and (b) increased the sales and use tax by one-quarter percent for a period of four years
beginning on January 1, 2013 and ending with the 2016 tax year. The revenues generated from such tax
increases are included in the calculation of the Proposition 98 minimum funding guarantee (see “-
Proposition 98 and Proposition 111”7 above). The revenues generated from such temporary tax increases
are deposited into a State account created pursuant to Proposition 30 (the E ducation Protection Account),
and 89% of the amounts therein are allocated to school districts and 11% of the amounts therein are
allocated to community college districts.

The Proposition 30 sales and use tax increases expired at the end of the 2016 tax year. Under
Proposition 30, the personal income tax increases were set to expire at the end of the 2018 tax year.
However, the California Tax Extension to Fund Education and Healthcare Initiative (“Proposition 557),
approved by voters on Novermber 8, 2016, extends by twelve years the temporary personal income tax
increases on incomes aver $250,000 that was first enacted by Proposition 30; Proposition 55 did hot extend
the sales tax increases imposed by Proposition 30. Revenues from the income tax increase under
Proposition 55 will be all ocated to schodl districts and community colleges in the State.

Applications of Constitutional and Statutory Provisions

The application of Proposition 98 and cther statutory regulations has becomme increasingly difficult
to predict accurately in recent years. For a discussion of how the provisions of Proposition 98 have been
applied to schoal funding see “DISTRICT FINANCIAL MATTERS — State Funding of Education; State
B uciget Process.”

Proposition 2

General. Proposition 2, which included certain constitutional amendments to the Rainy Day Fund
and, upon its approval, triggered the implementation of certain provisions which could limit the amount of
reserves that may be maintained by a school district, was approved by the voters in the November 2014
election.

Rainy Day F und. The Propesition 2 constitutional amendments related to the Rainy Day Fund (i)
require deposits into the Rainy Day Fund whenever capital gains revenues rise to more than 8% of general
fund tax revenues; (ii) set the maximum size of the Rainy Day Fund at 10% of general fund revenues; (iii)
for the next 15 years, require half of each year’ s deposit to be used for supplemental payments to pay down
the budgetary debts or cther long-term liabilities and, thereafter, require at least half of each year’s deposit
to be saved and the remainder used for supplemental debt payments o savings; (iv) allow the withdrawal
of funds only for a disaster or if spending remains at or below the highest level of spending from the past
three years; (v) require the State to provide a multivear budget forecast; and (vi) create a Proposition 98
reserve (the “Public Schod System Stabilization Account”) to set aside funds in good years to minimize
future cuts and smooth schod spending. The State may deposit amounts into such account only after it has
paid all amounts owing to schod districts relating to the Proposition 98 maintenance factor for fiscal years
prior to fiscal year 2014-15. The State, in addition, may not transfer funds to the Public Schoal System
Stabilization Account unless the State is ina Test 1 year under Proposition 98 of in any year in which a
maintenance factor is created.
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SB 858. Senate Bill 858 (“SB 858") became effective upon the passage of Proposition 2. SB 858
includes provisions which could limit the amount of reserves that may be maintained by a school districtin
certain dircurrstances. Under SB 858, in any fiscal year immediately fdlowing a fiscal year in which the
State has made a transfer into the Public Schod System Stabilization Account, any adopted or revised
budget by a school district would need to contain a combined unassi gned and assigned ending fund balance
that () for schod districts with an A.D.A. of less than 400,000, is not more than two times the amount of
the reserve for economic uncertainties mandated by the Education Code, or (b) for school districts with an
A.D.A. that is more than 400,000, is hot more than three times the amount of the reserve for economic
uncertainties mandated by the E ducation Code. In certain cases, the county superintendent of schools may
grant a school district a waiver from this limitation on reserves for up to two consecutive years within a
three-year period if there are certain extraordinary fiscal drcumstances.

The District, which has an A.D.A. of less than 400,000, is required to maintain a reserve for
economic uncertainty in an amount equal to 3% of its general fund expenditures and cther financing uses.

SB 751. Senate Bill 751 (“SB 751"), enacted on October 11, 2017, alters the reserve requirements
imposed by SB 858. Under SB 751, in a fiscal year immediate after a fiscal year in which the amount of
moneys in the Public School System Stabilization Account is equal to or exceeds 3% of the combined total
general fund revenues appropriated for school districts and allocated local proceeds of taxes for that fiscal
year, a school district budget that is adopted or revised cannot have an assigned or unassigned ending fund
bal ance that exceeds 105 of those funds. SB 751 exdudes from the requirements of those provisions basic
aidschodl districts (al so known as community funded districts) and small schoadl districts having fewer than
2,501 units of average daily attendance.

The Series C Bonds are payable from ad valoremtaxes to be levied within the District pursuant to
the California Constitution and cther State law. Accordingly, the District does not expect SB 858 or SB
751 to acversely affect its ability to pay the principal of and interest on the Series C Bonds as and when
due.

Future I nitiatives

Artide XII1A, Article X111B, Article XI11C, Article X111D, as well as Propositions 2, 30, 55, 62,
98, 111 and 218, were each adopted as measures that qualified for the ballot pursuant tothe State’s initiative
process. From time to time cther initiative measures could be adopted, further affecting District revenues
or the District’s ability to expend revenues.
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the Financial Statements
the accompanying financial statements of the governmental activities, each
and the aggregate r ining fund information of Anderson Union High School
District) as of and forithe year ended June 30, 2017; and the related notes to the

financial statements, which collectively comprise the District’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

The District’s management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in the United

States of Ameri
contrel vant
fromm al
Audito e
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conducted ‘our
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ca: this includes the design. implementation, and maintenance of internal
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ns on these financial statements based on our audit. We
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Auditing Standards, issue ke
standards require that we plan a
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rith -auditing standards generally accepted in the United

applicable to financial audits contained in Government
ptroller General of the United States of America. Those
erform the audit to obtain reasonable assurance about
ee from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judegment, including the assessment of the risks of material misstatement of the financial

statement
consider
finangial
circumsts
District's
evaluatin
accounting
the financia

whether due to fraud or error. In making those risk assessments, the auditor
ernal cantrol relevant to the District’s preparation and fair presentation of the
ents in order to design audit procedures that are appropriate in the
s, but not for the purpose of expressing an opinion on the effectiveness of the
ernal control. Accordingly, we express no such opinion. An audit also includes
appropriateness of accounting policies used and the reasonableness of significant
stimates made by management, as well as evaluating the overall presentation of
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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INDEPENDENT AUDITORS’ REPORT
{Continued)

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the District as of June 30, 2017; and the respective
changes in financial position thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information Accounting principles generally accepted in the United
States of America require that management’s discussion and analysis, the budgetary
comparison schedule(s), the schedule of funding progress for other postemployment benefits,
and the required supplementary information listed on the table of contents be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Other Information Our audit was conducted for the purpose of forming opinions on the
financial statements that collectively comprise the District’s basic financial statements. The
accompanying supplementary information on pages 73 to 78 and the schedule of expenditures
of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.
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INDEPENDENT AUDITORS’ REPORT
{Continued)

Such information is the responsibility of management and was derived from, and relates directly
to, the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the
basic financial statements, or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information on pages 75 to 79 is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

The local educational agency organization structure and the schedule of charter schools have
not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 15, 2017, on our consideration of the District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance, and the
results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the District’s internal control over financial
reporting and compliance.

Kl Jom LLP

December 15, 2017
Redding, California
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS

INTRODUCTION

The Anderson Union High School District (the District), is a school community partnership committed to
student success. The belief that every student can learn and that it is our job to ensure that they are college
and career ready is at the heart of all District programs. The District’s mission is to prepare students to be
responsible, productive, and self-sufficient adults through high expectations and by providing quality
student-centered educational experiences.

USING THIS ANNUAL FINANCIAL REPORT

This management’s discussion and analysis of the District’s financial statements provides an overall review
of the District’s financial activities for the fiscal year ended June 30, 2017. This analysis will look at the
District’s financial performance as a whole. The management’s discussion and analysis should be reviewed
in conjunction with the independent auditors’ report, notes to the basic financial statements, and the basic
government-wide financial statements to enhance the understanding of the District’s financial performance.

This comprehensive annual financial report consists of a series of financial statements and notes to those
financial statements. The financial statements are organized so the reader can understand the District as a
whole, and then proceed to provide an increasingly detailed look at specific financial activities.

The management’s discussion and analysis (this report) is provided to assist our citizens, taxpayers, and
investors in reviewing the District’s finances and to show the District’s accountability for the money it
receives.
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

FINANCIAL HIGHLIGHTS

Overall, revenues for the District were $22,496,408 and overall expenses were $23,924,232. Expenses
exceeded revenues by $1,427,824 across all district funds. The District’s change in financial position is the
product of many factors. However, the following events of the last year stand out:

¢ Conservative spending patterns have remained consistent across the District. Additionally, sites
and programs leveraged various grant opportunities to enhance programs thereby freeing up
regular budgets to address core functions of the District and other supplemental services as
detailed in the District’s Local Control and Accountability Plan (LCAP). These factors contributed
to the decrease in deficit spending anticipated in the General Fund for 2016-17.

* There was an ongoing contract settlement with the certificated and classified bargaining groups
and management for the 2016-17 fiscal year, thereby increasing ongoing salary and benefit
expenses for employee groups.

Student Enrollment

The number of pupils the District serves is the basis for most revenues that flow to the District. The most
consistent measurement of enrollment by school districts in California is the enrollment count in October of
each year. The collection of this October enrollment figure, more commonly referenced as CBEDS (California
Basic Education Data System), is now collected via the California Longitudinal Pupil Achievement Data
System (CalPADS).

The count in October is far enough into the school year to give districts a consistent number for a year-to-
year analysis. The funding allocation for several state and federal programs is based on this enrollment
figure. The District’s average daily attendance (ADA) can be projected using this October enrollment figure.
Although the two terms are often used interchangeably, the District’'s ADA is lower than the District’s
enrollment, due to all students not being present every day. The District’s Local Control Funding Formula
{LCFF) funding, the largest source of revenue for the District, is based on ADA.

The district’s CBEDS enrollment for October 2016 was 1812 students. The District’s CBEDS enrollment for
October 2017 is anticipated to be certified at 1778, a decrease of 34 students or 1.88%.

It should be noted that the above figures include all district schools including Anderson New Technology
High School (ANTHS), whose funding is separate and restricted from the General Fund.

Enrollment, excluding ANTHS for CBEDS October 2016, was 1630 students. The same CBEDS enrollment
calculation for October 2017 was 1589, a decrease of 41 students or 2.52%.

Although the October CBEDS is the first solid indicator of enrollment for the year, the District’s largest
source of revenue is based on the Period 2 Attendance Report of Average Daily Attendance (P-2). P-2 ADA is
the average student attendance between July 1 and mid-April of each year.
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Excluding ANTHS and NP5 and SCOE operated programs, the District’s P-2 ADA for fiscal year 2016-17 was
1488.83. Based on the CBEDS enrollment and attendance rate, the 2017-18 ADA is projected to decline to
1449.63, a decrease of approximately 39 ADA.

Projections using data from our feeder schools are also indicating a decrease of 44 students (approximately
40 ADA) for the 2018-19 school year and another 64 students (approximately 58 ADA) in the 2019-20 school
year. The total two-year decline is 38 students greater than originally projected at the time of the Adopted
Budget utilizing more recent feeder school enrollment data.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE
The Statement of Net Position and the Statement of Activities

One of the most important questions asked about the District’s finances: “Is the District better off, or worse
off, as a result of the year’s activities?” The statement of net position and the statement of activities report
information about the District as a whole and about its activities in a manner that helps to answer this
question.

These two financial statements report the District’s net position (the difference between the District’s assets
and liabilities) and the change in the net position. The change in net position provides the reader a tool to
assist in determining whether the District’s financial health is improving or deteriorating. To assess the
overall health of the District, one needs to consider additional nonfinancial factors such as student
enrollment and facility conditions in arriving at a conclusion regarding the overall health of the District.
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Net Position

The District’s net position was 524,815,399 for the fiscal year ended June 30, 2017. Of this amount,
527,850,204 represents the nondepreciated portion of capital assets owned by the District {net of related
debt). Restricted net position is reported separately to show legal constraints that limit the School Board’s
ability to use the net position for day-to-day operations. The analysis below focuses on the net position of
the District’s governmental activities.

The negative $5,770,353 in unrestricted net position of governmental activities represents the accumulated
results of all past years’ operations. It means that if we had to pay off all of our bills today, including all of
our noncapital liabilities (compensated absences or pension liability as an example), we would have a deficit
of $5,770,353 when considering the value of all assets.

Change in Net Position

Percentage

Governmental Activities Change
June 30 2016 2017 2016-17
ASSETS
Current and other assets S 13,690,069 S 13,882,097 1.40%
Capital assets - net of accumulated depreciation 38,505,576 37,317,199 -3.09%
TOTAL ASSETS 52,195,645 51,199,296 -1.91%
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources for pensions 1,325,014 3,326,764 151.07%
LIABILITIES
Accounts payable and other current liabilities 1,051,741 1,409,554 34.02%
Long-term debt 24,860,150 * 27,237,234 9.56%
TOTAL LIABILITIES 25,911,891 * 28,646,788 10.55%
DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources for pensions 1,365,545 1,063,873 -22.09%
NET POSITION
Net investment in capital assets 28,692,688 27,850,204 -2.94%
Restricted 2,658,084 2,735,548 2.91%
Unrestricted (5,107,549) * (5,770,353) -12.98%
TOTAL NET POSITION S 26,243,223 * § 24,815,399 -5.44%

* As restated for prior-period adjustment
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS

(Continued)

The District’s total governmental activity revenues were $22,496,408. The information below takes the
government-wide statement of activities and rearranges the numbers slightly so you can see our total
revenues for the year. Property taxes and unrestricted federal and state aid accounted for most of the
District’s revenue, contributing about 77%. Another 17% came from state and federal aid for specific

programs (restricted).

Percentage
Governmental Activities Change
Years Ended June 30 2016 2017 2016-17
REVENUES
Program Revenues
Charges for services S 321,661 S 360,096 11.9%
QOperating grants and contributions 3,294,546 3,834,772 16.4%
General Revenues
Federal and state aid not restricted 12,039,587 11,038,462 -8.3%
Property taxes 6,424,271 6,300,039 -1.9%
Other general revenues 915,794 963,039 5.2%
TOTAL REVENUES 22,995,859 22,496,408 -2.2%
EXPENSES
Instruction-related services 13,049,751 * 14,348,705 10.0%
Pupil support services 3,162,664 * 4,054,591 28.2%
Administration 1,654,568 * 1,636,783 -1.1%
Maintenance and operations 2,320,958 * 2,766,178 19.2%
Interest on long-term debt 371,213 353,817 -4.7%
Other 1,195,895 * 764,158 -36.1%
TOTAL EXPENSES 21,755,049 * 23,924,232 10.0%
Change in Net Position S 1,240,810 * S  (1,427,824) -215.1%

* As restated for prior-period adjustment.
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Net Cost of Governmental Activities

In the table below, you will see the cost of each of the District’s largest functions: instruction-related
services, pupil support services, administration, maintenance and operations, interest on long-term debt,
and other, as well as each program’s net cost, after costs paid by those who benefited from the programs
and amounts paid by other governments and organizations who subsidized certain programs with grants
and contributions.

Percentage
Total Cost of Services Change
Years Ended June 30 2016 2017 2016-17
Instruction-related services S 13,049,751 * S 14,348,705 10.0%
Pupil support services 3,162,664 * 4,054,591 28.2%
Administration 1,654,568 * 1,636,783 -1.1%
Maintenance and operations 2,320,958 * 2,766,178 19.2%
Interest on long-term debt 371,213 353,817 -4.7%
QOther 1,195,895 * 764,158 -36.1%
Total S 21,755,049 * S 23,924,232 10.0%
* As restated for prior-period adjustment.
Percentage
Net Cost of Services Change
Years Ended June 30 2016 2017 2016-17
Instruction-related services S 10,428,648 * S 11,153,250 6.9%
Pupil support services 2,656,840 * 3,457,718 30.1%
Administration 1,549,383 * 1,561,361 0.8%
Maintenance and operations 1,983,520 * 2,486,717 25.4%
Interest on long-term debt 371,213 353,817 -4.7%
Other 1,149,238 * 716,501 -37.7%
Total S 18,138,842 * S 19,729,364 8.8%

* As restated for prior-period adjustment.

FINANCIAL ANALYSIS OF THE DISTRICT’'S FUNDS
Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds, not the District
as a whole. Some funds are required to be established by state statute, while many other funds are
established by the District to help manage money for particular purposes and compliance with various grant
provisions. The following funds are considered major funds for the District, based upon several factors,
including revenue and its comparison to overall district revenue: General Fund, Charter Schools Fund, and
Building Fund. All of the District’s funds are considered governmental funds. Governmental fund financial
statements provide a detailed short-term view of the District’s general governmental operations and the
basic services provided. Governmental fund information helps to determine whether there are more or less
financial resources available to spend in the near future to finance the District’s programs.
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

About half of the governmental funds had more revenues than expenditures in 2016-17 with the exception
of the Charter Schools Fund, Adult Education Fund, Building Fund, and Bond Interest and Redemption Fund.
There was an overall decrease in total fund balance of $168,326 primarily due to scheduled bond payments
in the Bond Interest and Redemption Fund.

Fund Balance Increase
June 30 2016 2017 {Decrease)
General 5 9,772,752 5 9,787,949 5 15,197
Charter Schools 779,851 732,631 (47,220)
Adult Education 18,379 7,655 (10,724)
Cafeteria Special Revenue 49,602 49,602 -
Building 643,305 571,068 (72,237)
Capital Facilities 534,984 910,111 375,127
County School Facilities 12,001 12,098 97
Special Reserve Capital Projects 8,147 8,211 64
Bond Interest and Redemption 950,774 521,278 {429,496)
Tax Override 19,629 20,495 866
Totals S 12,789424 S 12,621,098 S (168,326)

The increase in the General Fund resulted primarily from not fully expending restricted program, site level,
and various grant related funds.

The decrease in the Charter Schools Fund was a direct result of reduced enrollment and increased salary and
benefit expenses. Expenses from prior-year carryover in a local garden grant and the Educator Effectiveness
funds also contributed.

The decrease in the Adult Education Fund resulted from AEBG program expenses from prior-year revenue.

There was no change in the Cafeteria Special Revenue Fund.

The decrease in the Building Fund was due to bond-related capital project expenses from prior-year bond
proceeds.

The increase in the Capital Facilities Fund was due to receipt of local developer fees in excess of
expenditures.

The increase in the County School Facilities Fund resulted from receipt of interest income without any
corresponding expenditures.

The increase in the Special Reserve Capital Projects Fund resulted from receipt of interest income without
any corresponding expenditures.

The decrease in the Bond Interest and Redemption Fund resulted from annual bond payments in excess of
local bond tax revenue.

The increase in the Tax Override Fund was due to receipt of local revenue and interest income without any
corresponding expenditures.
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

GENERAL FUND BUDGET INFORMATION

The District’s budget is prepared in accordance with California law and is based on the modified accrual
basis of accounting, utilizing cash receipts, disbursements, and encumbrances (promises to pay). The most
significant budgeted fund is the General Fund.

The District begins the budget process in January of each year, to be completed by June 30. The sites and
departments provide input to the Business Office regarding their budgets. The site and department budgets
are reviewed regularly by department heads, the site principals, their executive assistants, the District
accountant, and the District chief business official in order to become aware of, and remedy, any significant
variations during the year. As the school year progresses, the budget is revised and updated with numerous
financial reports made public outlining the revisions. Finally, in the fall of the following year, the books are
closed for the July 1 — June 30 fiscal year; and the results are audited, yielding actual final numbers.

A schedule showing the District’s original and final budget amounts compared with actual revenues and
expenditures is provided in the required supplementary information section of the audited financial
statements.

There are several reasons for budget revisions. For example, a district may need to modify its budget due to
the implementation of a new instructional program, changes in state and federal budgets, as well as changes
in student enrollment projections.

The increase of the final budget over the original budget for revenue resulted from a variety of changes
occurring after the development of the adopted budget for 2016-17. Budgeting of prior-year deferred
revenue carried over into 2016-17 contributed as well. Some of the changes from the adopted budget were
the addition of Transition Partnership Program Grant funding, CTE Incentive Grant funding, Specialized
Secondary Grant funding, recording additional CalSTRS on-behalf revenue for GASB 68 compliance,
additional Special Education apportionments from SELPA, increased shared services reimbursements and
receipt of various local grants.

The increase in the final budgeted expenditures compared to the original budget resulted from budgeting
additional funds received during the year as well as accounting for prior-year carryovers after the books
were closed for the fiscal year ended June 30, 2016. Actual expenditures decreased over budgeted amounts
primarily in Books and Supplies, Services and Other Operating Expenses, and Capital Outlay. This occurred as
a result of prudent spending practices, time constraints in implementing new programs and acquiring new
materials, and some budgeted expenditures simply not materializing during the year. Receipt of some
program funds late in the year was also a factor. Decreased expenditures within program specific and site
level accounts {e.g. Title I, site lottery department budgets, various grants, etc.) also contributed to actual
expenditures being below budgeted amounts.
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

General Fund Budgetary Highlights

Over the course of the year, the District revised the annual operating budget several times. The following

two charts provide a comparison of 2016-17 General Fund revenues and expenditures.

General Fund Revenues
Unaudited Actuals

2016-17
Gther Local
Qther State Revenue
Revenue 173

9%

Federal Revenue
6%

Local Control
Funding Formula
76%

General Fund Expenditures

Unaudited Actuals
2016-17
Other Cutgo and Certifi c'ated
. Salaries
Capital Outlay Transfers 20%
Services and 29 4% ()
QOperating

Expenses
19%

Books and
Supplies
5%

Employee
Benefits Class ifiedUSaIa ries
20% 11%
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

The table below provides a comparison of General Fund 2015-16 and 2016-17 activities. There was an
increase in revenues and an increase in expenditures between the two years. The increase in revenue
resulted primarily from improvement in state revenue via LCFF as well as some additional local revenue.
Increased expenditures were a result of spending program carryovers from 2015-16 as well as additional
expenditures in restricted programs such as Medi-Cal Billing, CTE Incentive Grant, College and Career
Readiness Block Grant, Educator Effectiveness, and Special Education, as well as various local grants.
Certificated and classified salaries and benefits experienced increases as a result of negotiated settlements
and changes in staffing levels as well as increased employer pension costs for CalSTRS and CalPERS. Capital
outlay expenditures increased due to increased vehicle replacement with the purchase of two new vans,
one Ag program vehicle, and two new school buses. Other outgo expenditures increased due to increased
Special Education transportation expenses and changes in the transfers of revenue for ROP. Overall, actual
expenditures did not exceed actual revenues primarily due to the increased LCFF revenue referenced earlier.

General Fund Increase
Years Ended June 30 2016 2017 (Decrease)
Revenues
8000-8099 Local control funding formula sources 14,554,043 S 14,767,511 S 213,468
8100-8299 Federal revenue 1,061,494 1,085,001 23,507
8300-8599 Other state revenue 2,065,719 1,826,808 (238,911)
8600-8899 Other local revenue 1,649,768 1,702,162 52,394
Total Revenues 19,331,024 19,381,482 50,458
Expenditures
1000-1999 Certificated salaries 7,347,843 7,544,933 197,090
2000-2999 (lassified salaries 1,987,479 2,153,881 166,402
3000-3999 Employee benefits 3,377,663 3,875,751 498,088
4000-4999 Books and supplies 912,715 841,497 {71,218}
5000-5999 Services, other operating expenditures 2,990,251 3,649,509 659,258
6000-6999 (Capital outlay 362,347 425,824 63,477
7000-7999 Other outgo 819,976 830,817 10,841
Total Expenditures 17,798,274 19,322,212 1,523,938
Operating Surplus (Deficit) 1,532,750 59,270 (1,473,480}
Interfund transfers out (230,294) (44,073) 186,221
Net Surplus [Deficit) 1,302,456 15,197 (1,287,259)
Fund Balance - Beginning Balance 8,470,296 9,772,752 1,302,456
Fund Balance - Ending Balance 9,772,752 S 9,787,949 S 15,197
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

CAPITAL ASSETS AND LONG-TERM DEBT ADMINISTRATION

Capital Assets

As of the end of 2016-17, the District had an investment of $37,317,199 in capital assets (net of
depreciation), including school buildings, site and building improvements, equipment, and licensed vehicles.
The development of the data on the value of the District’s capital assets makes a significant change in the
manner in which the District reports its financial condition. Since these assets are primarily buildings, land,
and equipment, they are not available for operating expenses. The table below displays the various capital
assets at June 30, 2017.

Percentage

Governmental Activities Change

June 30 2016 2017 2016-17
Land and site improvements S 8,647,352 S 8,355,472 -3.4%
Buildings and improvements 29,350,561 28,163,408 -4.0%
Equipment 475,511 789,356 66.0%
Construction in progress 32,152 8,963 -72.1%
Total S 38505576 $§ 37,317,199 -3.1%

Depreciation of buildings and site improvements exceeded the minimal additions in those categories which
included the Door Lock Project and additional project management fees associated with a number of
previously completed bond projects. However, additions to equipment were notable including the purchase
of two new vans, a freezer, an ag program vehicle, and two new school buses. Construction in progress
decreased due to completion of the Door Lock Project.

Long-Term Debt

The table below displays the District’s long-term debt. At June 30, 2017, the District had $27,237,234 of
long-term debt outstanding, an increase from the prior year due to the requirement to record the net
pension liability as well as additional net OPEB obligations. However, early retirement incentives, capital
leases, and general obligation bond debt decreased due to regularly scheduled debt payments.

Percentage

Governmental Activities Change

June 30 2016 2017 2016-17
Early retirement incentives 25,875 14,629 -43.5%
Net OPEB obligation 269,096 465,933 73.1%
Compensated absences 123,804 122,944 -0.7%
General obligation bonds 9,889,660 9,556,587 -3.4%
Capital leases 566,533 481,477 -15.0%
Net pension liability 13,985,182 * 16,595,664 18.7%
Total 24,860,150 * & 27,237,234 9.6%

* As restated for prior-period adjustment
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

FACTORS BEARING ON THE DISTRICT’S FUTURE

The District continues to be faced with declining enrollment and increased employee salary and benefit
expenses while striking a balance to meet the needs identified in the District’s LCAP. The reduced revenues
caused by declining enrollment continue to pose a risk to the District’s finances. While the District works to
align expenditures to anticipated revenues, utilizing previously designated reserves will be necessary. The
Board of Trustees has been previously successful in implementing reductions necessary to safeguard and
protect services necessary for student success and will work to accomplish these same goals during this next
period of budget planning. Actions needed to maintain reserves essential for fiscal and cash solvency long
term will be implemented. Continuing this balancing act and striving for improved student outcomes will be
an ongoing focus for the District.

The District prepares a three-year projection of its General Fund several times each vyear. The
2017-18 First Interim Report, prepared using information known as of October 31, 2017, will be the first
revision to address factors not known and/or available at the June 2017 budget adoption.

Salaries and Benefits The District’s contract with the Anderson Union High School District Teachers’
Association (AUHSDTA) bargaining group expires June 30, 2018, and the contract with the California Schools
Employees’ Association, Chapter 382 {CSEA) bargaining group, expires October 31, 2021. Through the
California’s Valued Trust, health care insurance costs for the District’'s certificated and classified employees
continues to experience varied plan increases as the provider complies with the Affordable Health Care Act
requirements. The District has negotiated caps for health care insurance costs. The following are existing
caps for the District’s costs of health care insurance for each group as of 6/30/17

AUHSDTA 512,300
CSEA 59,528
Administrators/Management/Confidential 59,528

Schools’ Facilities The District has addressed much of its facility needs through the various bond projects
and Prop 39 projects completed over the last several years. For the upcoming year as in the prior year, the
primary focus will be on routine and deferred maintenance related projects such as roofing repairs, erosion
control, flooring renovations, minor HVAC repairs, and asphalt repair. Planning of the final major bond
related project for the Anderson High Ag Facility renovation is the only major upcoming capital project
currently identified.

Student Success The District’s focus has been promoting and improving the college and career readiness of
students through continued improvement to the academic, athletic, and activity programs at each of the
four campuses, while continuing to protect the financial stability of the District. Recently, the focus of the
leadership team has been implementation of the Local Control Accountability Plan (LCAP) addressing four
main goals through a variety of actions. The LCAP goals are centered on increasing graduation rate,
development of career pathways, and increased parent involvement. In addition, our schools continually
provide an environment that is appealing, inviting, and safe for students.
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Anderson Union High School District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

CONTACTING THE DISTRICT’S FISCAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a
general overview of the District’s finances and to demonstrate the District’s accountability for the money it
receives. For questions about this report or for additional information, please contact:

Donell Evans, Chief Business Official
Anderson Union High School District
1469 Ferry Street

Anderson, CA 956007

(530) 378-0568, ext. 10007

(530) 378-0834 (fax)
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Anderson Union High School District
STATEMENT OF NET POSITION

Governmental

June 30, 2017 Activities
ASSETS
Cash and investments S 12,548,315
Accounts receivable 539,701
Due from other governments 747,979
Inventories 22,242
Prepaid expenses 23,860
Nondepreciated capital assets 632,322
Depreciated capital assets 65,839,635
Accumulated depreciation {29,154,758)
TOTAL ASSETS 51,199,296
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources for pensions 3,326,764
LIABILITIES
QOverdraft in county treasury 75,287
Accounts payable and other current liabilities 883,663
Due to other governments 8,508
Advances from grantors 442,096
Long-term obligations:

Due within one year 373,521

Due beyond one year 26,863,713
TOTAL LIABILITIES 28,646,788
DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources for pensions 1,063,873
NET POSITION
Net investment in capital assets 27,850,204
Restricted for capital projects 1,493,277
Restricted for debt service 541,773
Restricted for educational programs 659,444
Restricted for other programs 41,054
Unrestricted (5,770,353)
TOTAL NET POSITION S 24,815,399

The accompanying nates are an integral part of these financial statements.
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Anderson Union High School District
STATEMENT OF ACTIVITIES

Net {(Expense)
Revenue and

Program Revenues Changes in
Operating  Net Position -
Charges for Grants and Governmental
Year Ended June 30, 2017 Expenses Services Contributions Activities
FUNCTIONS/PROGRAMS
Primary Government
Governmental activities:
Instruction S 12,354,074 S 273,608 S 2,589,044 (9,491,422)
Instruction-related services 1,994,631 57,614 275,189 (1,661,828)
Pupil services 3,495,030 - 587,166 (2,907,864)
Ancillary services 559,561 5,830 3,877 (549,854)
Community services 3,904 - 520 (3,384)
General administration 1,636,783 - 75,422 (1,561,361)
Plant services 2,766,178 23,044 256,417 (2,486,717)
Other outgo 760,254 - 47,137 (713,117)
Interest on long-term debt 353,817 - - (353,817)
Total Governmental Activities S 23,924,232 S 360,096 S 3,834,772 (19,729,364)
GENERAL REVENUES
Property taxes - levied for general purposes 5,994,449
Property taxes - levied for debt service 236,218
Property taxes - levied for other specific purposes 69,372
Federal and state aid not restricted to specific purposes 11,038,462
Unrestricted investment earnings 48,308
Miscellaneous 914,731
TOTAL GENERAL REVENUES 18,301,540
Change in Net Position (1,427,824)
Net Position - as Previously Reported 27,389,598
Prior-period adjustment (1,146,375)
Net Position - as Restated 26,243,223
Net Position - End of Year 24,815,399

The accompanying notes are an integral part of these financial statements.
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Anderson Union High School District
BALANCE SHEET — GOVERNMENTAL FUNDS

Charter Other Total
Schools Governmental Governmental

June 30, 2017 General Fund Fund Funds Funds
ASSETS
Cash and investments ) 9,697,040 802,382 § 2,048,893 S 12,548,315
Accounts receivable 503,777 12 35,912 539,701
Due from other governments 616,746 23,018 108,215 747,979
Due from other funds 107,123 83,638 34,074 224,835
Inventories 14,699 - 7,543 22,242
Prepaid expenditures 21,269 2,591 - 23,860
TOTAL ASSETS S 10,960,654 911,641 S 2,234,637 S 14,106,932
LIABILITIES AND
FUND BALANCES
Liabilities
Overdraft in county treasury S - -5 75,287 S 75,287
Accounts payable and other

current liabilities 606,457 117,910 10,741 735,108
Due to other governments 8,508 - - 8,508
Due to other funds 117,712 59,032 48,001 224,835
Advances from grantors 440,028 2,068 - 442,096
Total Liabilities 1,172,705 179,010 134,119 1,485,834
Fund Balances
Nonspendable 44,968 2,591 8,548 56,107
Restricted 433,822 217,967 2,083,759 2,735,548
Assigned 3,982,716 512,073 8,211 4,503,000
Unassigned 5,326,443 - - 5,326,443
Total Fund Balances 9,787,949 732,631 2,100,518 12,621,098
TOTAL LIABILITIES AND

FUND BALANCES S 10,960,654 S 911,641 S 2,234,637 S 14,106,932

The accompanying notes are an integral part of these financial statements.
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Anderson Union High School District
RECONCILIATION OF GOVERNMENTAL FUND BALANCES TO GOVERNMENT-WIDE NET POSITION

June 30, 2017

Total Fund Balances - Governmental Funds S 12,621,098

Amounts reported for assets, deferred outflows of resources,
liabilities, and deferred inflows of resources for governmental
activities in the statement of net position are different from amounts
reported in governmental funds because:

Capital assets: In governmental funds, only current assets are
reported. In the statement of net position, all assets are reported,
including capital assets and accumulated depreciation.

Capital assets at historical cost S 66,471,957
Accumulated depreciation (29,154,758)
Total Capital Assets - Net 37,317,199

Unmatured interest on long-term debt: In governmental funds,
interest on long-term debt is not recognized until the period in
which it matures and is paid. In the government-wide statement of
activities, it is recognized in the period that it is incurred. The
additional liability for unmatured interest owed at the end of the
period was: (148,555}

Long-term liabilities: In governmental funds, only current liahilities
are reported. In the statement of net position, all liabilities,
including long-term liabilities, are reported. Long-term liabilities
relating to governmental activities consist of:

General obligation bonds 9,556,587
Net pension liability 16,595,664
Net OPEB obligation 465,933
Compensated absences 122,944
Capital leases 481,477
Other postemployment benefits 14,629
Total Long-Term Liabilities (27,237,234)

Deferred outflows and inflows of resources relating to pensions: In
governmental funds, deferred outflows and inflows of resources
relating to pensions are not reported because they are applicable to
future periods. In the statement of net position, deferred outflows
and inflows of resources relating to pensions are reported:

Deferred outflows of resources relating to pensions 3,326,764
Deferred inflows of resources relating to pensions (1,063,873)
Total Net Position - Governmental Activities S 24,815,399

The accompanying notes are an integral part of these financial statements.
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Anderson Union High School District
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES —
GOVERNMENTAL FUNDS

Charter Other Total
Schools Governmental Governmental

Year Ended June 30, 2017 General Fund Fund Funds Funds
Revenues
Property taxes 5 5,994,449 S -5 -5 5,994,449
Local control funding

formula sources 8,773,062 1,596,406 - 10,369,468
Other state revenue 1,826,808 289,758 196,145 2,312,711
Federal revenue 1,085,001 - 445,207 1,530,208
Other local revenue 1,702,162 66,791 1,015,492 2,784,445
Total Revenues 19,381,482 1,952,955 1,656,844 22,991,281
Expenditures
Current:

Instruction 9,669,200 1,348,308 141,142 11,158,650

Instruction-related services 1,574,372 304,700 59,813 1,938,885

Pupil services 2,698,847 152,046 814,418 3,665,311

Ancillary services 557,232 450 - 557,682

Community services 3,904 - - 3,904

General administration 1,474,705 35,655 51,271 1,561,631

Plant services 2,465,044 159,016 27,733 2,651,793

Transfers between agencies 760,254 - - 760,254
Debt service:

Principal 95,454 - 305,000 400,454

Interest and other charges 23,200 - 361,231 384,431
Capital outlay - - 76,612 76,612
Total Expenditures 19,322,212 2,000,175 1,837,220 23,159,607
Excess (Deficiency) of Revenues

Over Expenditures 59,270 (47,220} (180,376) (168,326)
Other Financing Sources (Uses)
Interfund transfers in - - 44,073 44,073
Interfund transfers out (44,073) - - (44,073)
Total Other Financing

Sources (Uses) (44,073) - 44,073 -
Net Change in Fund Balances 15,197 (47,220) (136,303) (168,326)
Fund Balances -

Beginning of Year 9,772,752 779,851 2,236,821 12,789,424
Fund Balances - End of Year 5 9,787,949 S 732,631 S 2,100,518 S 12,621,098

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

Page 24



Anderson Union High School District

RECONCILIATION OF NET CHANGE IN FUND BALANCES TO CHANGE IN NET POSITION

Year Ended June 30, 2017

Total Net Change in Fund Balances - Governmental Funds

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

Capital outlay: In governmental funds, the costs of capital assets
are reported as expenditures in the period when the assets are
acquired. In the statement of activities, costs of capital assets are
allocated over their estimated useful lives as depreciation expense.
The difference between capital outlay expenditures and
depreciation expense for the period is:

Expenditures for capital outlay
Depreciation expense

474,384
(1,662,761)

Net Capital Outlay

Debt service: In governmental funds, repayments of long-term
debt are reported as expenditures. In the government-wide
statements, repayments of long-term debt are reported as
reductions of liabilities. Expenditures for repayment of the principal
portion of long-term debt were:

Unmatured interest on long-term debt: In governmental funds,
interest on long-term debt is recognized in the period that it
becomes due. In the government-wide statement of activities, it is
recognized in the period that it is incurred. Unmatured interest
owed at the end of the period, less matured interest paid during
the period but owed from the prior period, was:

Compensated absences: In governmental funds, compensated
absences are measured by the amounts paid during the period. In
the statement of activities, compensated absences are measured by
the amounts earned. The difference between compensated
absences paid and compensated absences earned was:

$

(168,326)

(1,188,377)

390,056

2,541

860

Balance Forward

$

(963,246)

The accompanying notes are an integral part of these financial statements.
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Anderson Union High School District
RECONCILIATION OF NET CHANGE IN FUND BALANCES TO CHANGE IN NET POSITION
(Continued)

Year Ended June 30, 2017

Balance Brought Forward S (963,246)

Pensions: In government funds, pension costs are recognized when
employer contributions are made. In the statement of activities,
pension costs are recognized on the accrual basis. This year, the
difference between accrual basis pension costs and actual employer
contributions was: (307,060}

Postemployment benefits other than pensions (OPEB): In
governmental funds, OPEB costs are recognized when employer
contributions are made. In the statement of activities, OPEB costs
are recognized on the accrual basis. This year, the difference
between OPEB costs and actual employer contributions was: (196,3837)

Other liabilities not normally liquidated with current financial
resources: In the government-wide statements, expenses must be
accrued in connection with any liabilities incurred during the period
that are not expected to be liquidated with current financial
resources, in addition to compensated absences and long-term
debt. Examples include special termination benefits such as
retirement incentives financed owver time and structured legal
settlements. This vyear, expenses incurred for other
postemployment benefits were: 11,246

Amortization of debt issue premium or discount or deferred gain or
loss from debt refunding: In governmental funds, if debt is issued
at a premium or at a discount, the premium or discount is
recognized as an other financing source or an other financing use in
the period it is incurred. In the government-wide statements, the
premium or discount, plus any deferred gain or loss from debt
refunding, is amortized as interest over the life of the debt.
Amortization of premium or discount, or deferred gain or loss from
debt refunding, for the period is: 28,073

Change in Net Position of Governmental Activities 5 (1,427,824}

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

Page 26



Anderson Union High School District

STATEMENT OF FIDUCIARY NET POSITION — FIDUCIARY FUNDS

Foundation
Private-

June 30, 2017 Purpose Trust Agency
ASSETS
Cash and investments 184,769 S 409,915
Inventories - 36,890
TOTAL ASSETS 184,769 S 446,805
LIABILITIES
Accounts payable and other current liabilities -5 37,156
Due to student groups - 409,649
TOTAL LIABILITIES -5 446,805
NET POSITION
Held in trust for scholarships 184,769

The accompanying notes are an integral part of these financial statements.
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Anderson Union High School District
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION — FIDUCIARY FUND

Foundation
Private-
Year Ended June 30, 2017 Purpose Trust
Additions
Interest and investment earnings S 1,043
Deductions
Scholarships awarded 1,000
Change in Net Position 43
Net Position - Beginning of Year 184,726
Net Position - End of Year S 184,769

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

Page 28



Anderson Union High School District
NOTES TO THE FINANCIAL STATEMENTS

1.  SIGNIFICANT ACCOUNTING POLICIES

The District is governed by an elected five-member board. The District operates three high schools,
one continuation school, one community day school, and one adult education program in Anderson,
California. The District is the sponsoring local educational agency for one charter school.

The District accounts for its financial transactions in accordance with the policies and procedures of
the Department of Education’s, California School Accounting Manual. The District’s financial
statements are prepared in accordance with generally accepted accounting principles (GAAP). The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting principles. The more significant
accounting policies established in GAAP, and used by the District, are discussed below.

Financial Reporting Entity
The District’s financial reporting entity comprises the following:

Primary government:
Anderson Union High School District

Blended component units:
Anderson New Technology High School
Anderson Union High School District Community Scholarship Association

Criteria for determining if other entities are potential component units, which should be reported
within the District’s basic financial statements, are identified and described in the GASB Codification of
Governmental Accounting and Financial Reporting Standards, Sections 2100 and 2600. The application
of these criteria provides for identification of any entities for which the District is financially
accountable and other organizations that the nature and significance of their relationship with the
District is such that exclusion would cause the District’s basic financial statements to be misleading or
incomplete.

Blended Component Units Separate legal entities that meet the component unit criteria described
above, and whose governing body is the same or substantially the same as the District’s governing
board or the component unit, that provides services entirely to the District. These component units’
funds are blended into those of the District by appropriate activity type to compose the primary
government presentation.

Discretely Presented Component Units Separate legal entities that meet the component unit criteria
described above, but do not meet the criteria for blending. Currently, the District has no discretely
presented component units.
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Anderson Union High School District
NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Blended Component Units
The component units that are blended into the reporting activity of the District’s report are as follows:

Anderson New Technology High School {(ANTHS) is included in the Charter Schools Fund. The
District considers the school to be a site of the District. ANTHS was created in August 2002
through the authority established in California Education Code, Section 47602 (Charter
Schools Act of 1992), for the purpose of providing educational services to residents of Shasta
County and contiguous counties.

Anderson Union High School District Community Scholarship Association (the Association) is
reported as a private-purpose trust fund and included with the District’s fiduciary fund type.
The Association was formed for the purpose of collecting, administering, and awarding funds
as scholarships for qualified graduates of the District.

Basis of Presentation

Government-Wide Financial Statements The statement of net position and statement of activities
display information about the reporting entity as a whole. They include all funds of the reporting
entity except for fiduciary funds. The statements distinguish between governmental and business-type
activities. Governmental activities generally are financed through taxes, intergovernmental revenues,
and other nonexchange revenues. Business-type activities are financed, in whole or in part, by fees
charged to external parties for goods or services.

The statement of activities presents a comparison between direct expenses and program revenues for
each function of the District’s governmental activities. Direct expenses are those that are specifically
associated with a program or function; and, therefore, are clearly identifiable to a particular function.
Program revenues include: {a) fees, fines, and charges paid by recipients of goods or services offered
by the major programs; and (b} grants and contributions that are restricted to meeting the operational
or capital requirements of a particular program. Revenues that are not classified as program revenues,
including all taxes and unrestricted grants and contributions, are presented as general revenues.

Fund Financial Statements Fund financial statements of the reporting entity are organized by funds,
each of which is considered to be a separate accounting entity. Each fund is accounted for by
providing a separate set of self-balancing accounts that constitute assets, liahilities, fund equity,
revenues, and expenditures/expenses. Funds are organized into three major categories:
governmental, proprietary, and fiduciary. An emphasis is placed on major funds within the
governmental and proprietary categories. A fund is considered major if it is the primary operating
fund of the District or meets the following criteria:

Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental or
enterprise fund are at least 10% of the corresponding total for all funds of that category or
type; and

Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental
fund or enterprise fund are at least 5% of the corresponding total for all governmental and
enterprise funds combined.
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Anderson Union High School District
NOTES TO THE FINANCIAL STATEMENTS
(Continued)

The funds of the financial reporting entity are described below.

Governmental Funds

General Fund The general operating fund of the District. It is used to account for all financial
resources except those required to be accounted for in another fund.

Special Revenue Funds Funds that are established to account for the proceeds from specific resources
that are restricted to the financing of particular activities.

1.

Charter Schools Fund is used to report separately the activities of Anderson New Technology High
School.

Adult Education Fund is used to account separately for federal, state, and local revenues, and the
expenditure of those funds, that are restricted or committed for adult education programs
(California Education Code, Sections 52616[b] and 52501.5[a]).

Cafeteria Special Revenue Fund is used to account separately for federal, state, and local
resources received to operate the District’s food service program (California Education Code,
Sections 38091 and 38100).

Capital Projects Funds Funds that are established to account for financial resources to be used for the
acquisition or construction of major capital facilities.

1.

Building Fund exists primarily to account separately for proceeds from the sale of bonds
{California Education Code, Section 15146).

Capital Facilities Fund is used primarily to account for funds received from fees levied on
developers or others as a condition for approving development (California Education Code,
Sections 17620-17626).

County 5chool Facilities Fund is used to receive apportionments from the State School Facilities
Fund authorized by the State Allocation Board for new school facility construction, modernization
projects, and facility hardship grants, as provided in the Leroy F. Greene School Facilities Act of
1998 (California Education Code, Section 17070.10).

Special Reserve Fund is used to account for resources designated for capital outlay projects
{California Education Code, Section 42840).
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Anderson Union High School District
NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Debt Service Funds Funds that are established to account for the accumulation of resources for the
payment of the principal and interest on long-term debt.

1. Bond Interest and Redemption Fund is used to account for the repayment of bonds (California
Education Code, Sections 15125-15262).

2. Tax Override Fund is used for the repayment of voted indebtedness to be financed from ad
valorem tax levies.

Fiduciary Funds

Private-Purpose Trust Funds Funds that are used to account for assets held by the District as trustee
pursuant to formal agreements with donors and under which neither principal nor income may be
used for purposes that support the District’'s own programs. The Foundation Private-Purpose Trust
Fund is used to account separately for gifts or bequests that provide scholarships to students of the
District.

Agency Funds Funds that are used to account for assets of others for whom the District acts as an
agent.

1. Warrant/Pass-Through Fund is used to account for amounts collected from employees for federal
taxes, state taxes, credit unions, and other contributions.

2. Student Body Fund is used to account for the transactions of the associated student body in
raising and expending money to promote the general welfare, morale, and educational
experiences of the student body (California Education Code, Sections 48930-48938).

Major and Nonmajor Funds
The funds are further classified as major or nonmajor as follows:

Major Governmental Funds:
General Fund
Charter 5chools Fund

Nonmajor Governmental Funds:
Adult Education Fund
Cafeteria Special Revenue Fund
Building Fund
Capital Facilities Fund
County School Facilities Fund
Special Reserve Capital Projects Fund
Bond Interest and Redemption Fund
Tax Override Fund
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Anderson Union High School District
NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe “which” transactions are recorded within the various
financial statements. Basis of accounting refers to “when” transactions are recorded regardless of the
measurement focus applied.

Measurement Focus On the government-wide statement of net position and the statement of
activities, both governmental and business-like activities are presented using the “economic
resources” measurement focus. The accounting objectives of this measurement focus are the
determination of operating income, changes in net position {or cost recovery), financial position, and
cash flows. All assets and liabilities (whether current or noncurrent) associated with their activities are
reported. Fund equity is classified as net position.

In the fund financial statements, governmental funds utilize a “current financial resources”
measurement focus. Only current financial assets and liabilities are generally included on their balance
sheets. Their operating statements present sources and uses of available spendable financial
resources during a given period. These funds use fund balance as their measure of available spendable
financial resources at the end of the period.

Agency funds are not involved in the measurement of results of operations; therefore, measurement
focus is not applicable to them.

Basis of Accounting In the government-wide statement of net position and statement of activities,
both governmental and business-like activities are presented using the accrual basis of accounting.
Under the accrual basis of accounting, revenues are recognized when earned and expenses are
recorded when the liability is incurred or economic asset used. Revenues, expenses, gains, losses,
assets, and liabilities resulting from exchange and exchange-like transactions are recognized when the
exchange takes place.

In the fund financial statements, governmental funds and agency funds are presented on the modified
accrual basis of accounting. Under this modified accrual basis of accounting, revenues are recognized
when “measurable and available.” Measurable means knowing or being able to reasonably estimate
the amount. Available means collectible within the current period or within one year. Expenditures
{including capital outlay) are recorded when the related fund liability is incurred, except for general
obligation bond principal and interest which are reported when due.

Budgets and Budgetary Accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all
government funds. By state law, the District’'s Governing Board must adopt a final budget no later
than July 1. A public hearing must be conducted to receive comments prior to adoption. The District’s
Governing Board satisfied these requirements.

These budgets are revised by the District’'s Governing Board and District Superintendent during the
year to give consideration to unanticipated income and expenditures. The original and final revised
budgets are presented for the General Fund and each major special revenue fund as required
supplementary information.
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Anderson Union High School District
NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Formal budgetary integration was employed as a management control device during the year for all
budgeted funds. The District employs budget control by minor object and by individual appropriation
accounts. Expenditures legally cannot exceed appropriations by major object account.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Cash, Cash Equivalents, and Investments

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of acquisition.
Cash and cash equivalents are combined with investments and displayed as cash and investments.

Highly liquid market investments with maturities of one year or less at time of purchase are stated at
amortized cost. All other investments are stated at fair value. Market value is used as fair value for
those securities for which market quotations are readily available.

In accordance with California Education Code, Section 41001, the District maintains substantially all of
its cash in the Shasta County Treasury (the County) as part of the common investment pool. The
County is restricted by Californio Government Code, Section 53635 pursuant to Section 53601, to
invest in time deposits, U.S5. government securities, state registered warrants, notes or bonds, State
Treasurer's investment pool, bankers’ acceptances, commercial paper, negotiable certificates of
deposit, and repurchase or reverse repurchase agreements. Investments in the County pool are
valued using the amortized cost method (which approximates fair value) and include accrued interest.
The pool has deposits and investments with a weighted-average maturity of more than one year. As of
June 30, 2017, the fair value of the County pool is 99.83% of the carrying value and is deemed to
represent a material difference. Information regarding the amount of dollars invested in derivatives
with the County was not available. The County investment pool is subject to regulatory oversight by
the Treasury Oversight Committee, as required by Californio Government Code, Section 27130. The
District is considered to be an involuntary participant in the external investment pool.

The calculation of realized gains is independent of the calculation of the net increase in the fair value
of investments. Realized gains and losses on investments that had been held in more than one fiscal
year and sold in the current year may have been recognized as an increase or decrease in the fair
value of investments reported in the prior year. The net decrease in the fair value of investments
during the year ended June 30, 2017, was $46,220. This amount takes into account all changes in fair
value (including purchases and sales) that occurred during the year. The unrealized loss on
investments held at June 30, 2017, was 519,389.
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Anderson Union High School District
NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Accounts Receivable and Due From Other Governments

Accounts receivable represent amounts due from private persons, firms, or corporations based on
contractual agreements or amounts billed, but not received, as of June 30, 2017. Amounts due from
other governments include entitlements and grants from federal, state, and local governments that
the District has earned or been allocated, but has not received, as of June 30, 2017. At June 30, 2017,
no allowance for doubtful accounts was deemed necessary.

Balances Due To/From Other Funds

During the course of operations, numerous transactions occur between individual funds that may
result in amounts owed between funds. Balances due toffrom other funds between funds within
governmental activities are eliminated in the statement of net position.

Inventories and Prepaid Expenses

Inventories consist of supplies and materials. Expenses are recorded as the supplies and materials are
consumed. Inventories are valued on the average cost method for purchased supplies and materials.
Donated commodities inventory is valued at its fair value at the time of donation. Prepaid expenses
consist of operating expenses for which payment is due in advance and are expensed when the
benefit is received.

Bond Premiums

On the government-wide financial statements, bond premiums are deferred and amortized over the
term of the bond using the effective interest method. Bond premiums are presented as an increase of
the face amount of the bonds payable. In the governmental funds, these costs are reported as an
other financing source when the related liahility is incurred.

Fixed Assets

The accounting treatment over property, plant, and equipment (fixed assets) depends on whether the
assets are used in governmental fund operations or proprietary fund operations and whether they are
reported in the government-wide or fund financial statements.

Government-Wide Statements

In the government-wide financial statements, fixed assets are accounted for as capital assets. Capital
assets are defined by the District as assets with an initial, individual cost of 515,000 or more and an
estimated useful life in excess of one year. All fixed assets are valued at historical cost, or estimated
historical cost if actual is unavailable, except for donated fixed assets, which are recorded at their
estimated fair value at the date of donation. Estimated historical cost was used to value the majority
of the assets acquired prior to June 30, 2001.
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NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Depreciation of all exhaustible fixed assets is recorded as an allocated expense in the statement of
activities, with accumulated depreciation reflected in the statement of net position. Depreciation is
provided over the assets’ estimated useful lives using the straight-line method of depreciation. The
range of estimated useful lives in years by type of asset is as follows:

Buildings 50-51
Portable classrooms 25
Site improvements 20-50
Equipment 5-15
Vehicles 8

Fund Financial Statements

In the fund financial statements, fixed assets used in governmental fund operations are accounted for
as capital outlay expenditures of the governmental fund upon acquisition.

Advances From Grantors

Cash received for federal and state special projects and programs is recognized as revenue to the
extent that qualified expenditures have been incurred. Advances from grantors are recorded to the
extent cash received on specific projects and programs exceeds qualified expenditures.

Long-Term Debt

The accounting treatment of long-term debt depends on whether the assets are used in governmental
fund operations or proprietary fund operations and whether they are reported in the government-
wide or fund financial statements.

All long-term debt to be repaid from governmental and business-type resources is reported as
liabilities in the government-wide statements.

Long-term debt for governmental funds is not reported as a liability in the fund financial statements.
The debt proceeds are reported as other financing sources, and payments of principal and interest are
reported as expenditures.

Compensated Absences

The liability for earned but unused vacation leave is recorded as long-term debt for compensated
absences in the government-wide statements. The current portion of this debt is estimated based on
historical trends. In the fund financial statements, governmental funds report only the compensated
absence liability payable from expendable available financial resources.

Page 36



Anderson Union High School District
NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position includes a separate section for deferred outflows
of resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net position that applies to a future period(s) which will only be recognized as an
outflow of resources (expense/expenditures) in the future. District contributions, subsequent to the
measurement date related to pension plans, are reported as deferred outflows of resources in the
government-wide statement of net position. District contributions subsequent to the measurement
date will be amortized during the next fiscal year.

In addition to liabilities, the statement of net position includes a separate section for deferred inflows
of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period(s) and would only be recognized as an inflow
of resources (revenue) at that time.

Changes in proportion and differences between District contributions and proportionate share of
pension contributions, the District’s proportionate share of the net difference between projected and
actual earnings on pension plan investments, changes in assumptions, and the differences between
the District’s expected and actual experience, are reported as deferred inflows of resources or
deferred outflows of resources in the government-wide statement of net position. These amounts are
amortized over the estimated service lives of the pension plan participants.

Equity Classifications
Government-Wide Statements Equity is classified as net position and displayed in three components:

Net Investment in Capital Assets: Consists of capital assets including restricted capital assets,
net of accumulated depreciation, reduced by the outstanding balances of any bonds, leases,
notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets,

Restricted Net Position: Consists of net position with constraints placed on the use either by
external groups such as creditors, grantors, contributors, laws or regulations of other
governments, or laws through constitutional provisions or enabling legislation.

Unrestricted Net Position: Consists of any other net position that does not meet the definition
of “restricted” or “net investment in capital assets.”
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Fund Statements Governmental fund equity is classified as fund balance. Fund balance is further
classified and displayed in five components:

Nonspendable Fund Balance: Consists of amounts that cannot be spent either because they
are in nonspendable form or because they are legally or contractually required to be
maintained intact.

Restricted Fund Balance: Consists of amounts that can be spent only for specific purposes
because of constraints that are externally imposed by groups such as creditors, grantors,
contributors, laws or regulations of other governments, or because of laws through
constitutional provisions or enabling legislation.

Committed Fund Balance: Consists of amounts that can be used only for specific purposes
determined by a formal action of the District’s Board of Trustees. The District’s Board of
Trustees is the highest level of decision-making authority for the District. Commitments may
be established, modified, or rescinded only through resolutions or budget adoption approved
by the District’s Board of Trustees.

Assigned Fund Balance: Consists of amounts that the District intends to use for specific
purposes. Assignments may be established either by the District’'s Board of Trustees or a
designee of the District’s Board of Trustees.

Unassigned Fund Balance: Consists of the residual balance in the General Fund that has not
been assigned to other funds and that is not restricted, committed, or assigned to specific
purposes.

The District is committed to maintaining a prudent level of financial resources to protect against the
need to reduce service levels because of temporary revenue shortfalls or unpredicted expenditures.
The District’s minimum fund balance policy requires a reserve for economic uncertainties, consisting
of unassigned amounts, equal to no less than 6% of General Fund expenditures and other financing
uses.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance
is available, the District considers restricted funds to have been spent first. When an expenditure is
incurred for which committed, assigned, or unassigned fund balances are available, the District
considers amounts to have been spent first out of committed funds, then assigned funds, and finally
unassigned funds, as needed, unless the District’'s Board of Trustees has provided otherwise in its
commitment or assignment actions.

Local Control Funding Formula Grant and Property Tax

The District’s local control funding formula (LCFF) grant is received from a combination of local
property taxes and state apportionments.
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Shasta County is responsible for assessing, collecting, and apportioning property taxes. Taxes are
levied for each fiscal year on taxable real and personal property in the County. Secured property taxes
attach as an enforceable lien on property as of January 1. Property taxes on the secured roll are due
on November 1 and February 1 and become delinquent after December 10 and April 10, respectively.

Secured property taxes are recorded as revenue when apportioned in the fiscal year of the levy. The
County apportions secured property tax revenue in accordance with the alternate method of
distribution prescribed by Section 4705 of the California Revenue and Taxation Code. This alternate
method provides for crediting each applicable fund with its total secured taxes upon completion of
the secured tax roll - approximately October 1 of each year.

Property taxes are recorded as LCFF sources by the District. The California Department of Education
reduces the District’s entitlement by the District’s local property tax revenue. The balance is paid from
the state’s General Fund and is referred to as the state apportionment. The District’s LCFF provides a
base grant per average daily attendance {ADA), which varies by grade span, plus supplemental and
concentration grants that reflect student demographic factors and categorical programs.

Revenue — Nonexchange Transactions

Nonexchange transactions, in which the District receives value without directly giving equal value in
return, include property taxes, grants, and entitlements. Revenue from grants and entitlements is
recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility
requirements include timing requirements, which specify the year when the resources are required to
be used or the year when use is first permitted; matching requirements, in which the District must
provide local resources to be used for a specified purpose; and expenditure requirements, in which
the resources are provided to the District on a reimbursement basis. On a modified accrual basis,
revenue from nonexchange transactions must also be available before it can be recognized.

When both restricted and unrestricted resources are available for use, it is the District’'s policy to use
restricted resources first, then unrestricted resources as they are needed.

Expenditures and Expenses

In the government-wide financial statements, expenses are classified by function for both
governmental and business-type activities.

In the fund financial statements, expenditures are classified as follows:
Governmental funds — by character:
Current (further classified by function)
Debt service

Capital outlay

In the fund financial statements, governmental funds report expenditures of financial resources.
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Pensions

Deferred outflows of resources/deferred inflows of resources related to pensions and pension
expense, information about the fiduciary net position of the 5tate Teachers’ Retirement Plan (STRP)
and California Public Employees’ Retirement System (CalPERS), and additions to/deductions from
STRP’'s and CalPERS’s fiduciary net position have been determined on the same basis as they are
reported by California State Teachers’ Retirement System (CalSTRS) and CalPERS for purposes of
measuring the net pension liability. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable with the benefit terms. Investments are reported

at fair value.
Interfund Transfers
Permanent reallocation of resources between funds of the reporting entity are classified as interfund

transfers. For purposes of the statement of activities, all interfund transfers between individual
governmental funds have been eliminated.

2. CASH AND INVESTMENTS
Cash and Investments
The following is a summary of unrestricted cash and investments:

June 30, 2017 Maturities Fair Value

Deposits (1) S 589,378

Investments That Are Not Securities (2)
County treasurer's investment pool

(net of overdraft) 15.4 months average 12,477,750
Local Agency Investment Fund (LAIF) 6.4 months average 584
Subtotal 12,478,334
Total Cash and Investments 13,067,712
Less: Trust fund cash and investments 184,769
Less: Agency fund cash and investments 409,915

Total Cash and Investments Per Government-Wide
Statement of Net Position (Net of Overdraft in
County Treasury) S 12,473,028

(1) Deposits The carrying amount of deposits includes checking accounts, savings accounts,
nonnegotiable certificates of deposit, and money market accounts at financial institutions, if any.

(2) Investments That Are Not Securities A “security” is a transferable financial instrument that
evidences ownership or creditorship, whether in physical or book-entry form. Investments that
are not securities do not have custodial credit risk because they do not involve a transferable
financial instrument. Thus, they are not categorized into custodial credit risk categories.
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Custodial Credit Risk — Deposits

For deposits, custodial credit risk is the risk that, in the event of a bank failure, the District’s deposits
may not be returned. The District does not have a deposit policy for custodial credit risk. As of
June 30, 2017, 542,975 of the District’s bank balance of 5613,686 was exposed to custodial credit risk

as follows:
June 30, 2017 Bank Balance
Uninsured and uncollateralized S 42,975

Credit Risk — Investments

California Government Code, Section 53601, limits investments in commercial paper to “prime” quality
of the highest ranking or of the highest letter and numerical rating as provided by nationally
recognized statistical rating organizations (NRSRO), and limits investments in medium-term notes to a
rating of A or better. The District has no investment policy that would further limit its investment
choices. The District’s investment in the state and County investment pools are unrated.

Fair Value Measurements

The District categorizes its fair value measurements within the fair value hierarchy established by
accounting principles generally accepted in the United States of America. The hierarchy is based on
the valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in
active markets for identical assets; level 2 inputs are significant other observable inputs; and level 3
inputs are significant unobservable inputs.

The District has the following recurring fair value measurements as of June 30, 2017:
e County treasurer's investment pool (net of overdraft) of $12,477,750 is valued using
quoted prices for similar instruments in active markets and quoted prices for identical or
similar instruments in markets that are not active (level 2 inputs).

Concentration of Credit Risk — Investments

California Government Code, Section 53635, places the following concentration limits on the County
investment pool:

No more than 40% may be invested in eligible commercial paper; no more than 10% may be
invested in the outstanding commercial paper of any single issuer; and no more than 10% of
the outstanding commercial paper of any single issuer may be purchased.
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California Government Code, Section 53601, places the following concentration limits on the District’s
investments:

No more than 5% may be invested in the securities of any one issuer, except the obligations of
the U.S. government, U.5. government agencies, and U.S. government-sponsored enterprises;
no more than 10% may be invested in any one mutual fund; no more than 25% may be
invested in commercial paper; no more than 10% of the outstanding commercial paper of any
single issuer may be purchased; no more than 30% may be invested in bankers’ acceptances
of any one commercial bank; no more than 30% may be invested in negotiable certificates of
deposit; no more than 20% may be invested in reverse repurchase agreements; and no more
than 30% may be invested in medium-term notes.

3. ACCOUNTS RECEIVABLE

Accounts receivable consisted of the following:

Charter Other
Schools Governmental
June 30, 2017 General Fund Fund Funds
Other S 503,777 S 12§ 35,912
4. DUE FROM OTHER GOVERNMENTS
Amounts due from other governments consisted of the following:
Charter Other
Schools Governmental
June 30, 2017 General Fund Fund Funds
Due From
Federal government S 334,201 S -5 52,318
State government 143,294 23,018 55,897
Local governments 139,251 - -
Total S 616,746 S 23,018 S 108,215
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5. INTERFUND TRANSACTIONS AND BALANCES
Balances Due To/From Other Funds

Balances due to/from other funds in the fund financial statements are as follows:

Due From Other Funds Due to Other Funds Amounts
Adult Education General S 7,655
Charter Schools General 83,638
Cafeteria Special Revenue General 26,419
General Cafeteria Special Revenue 39,295
General Adult Education 8,796
General Charter Schools 59,032
Total S 224,835

The specific purposes of the interfund balances are as follows:
Adult education interfund receivable from the General Fund for expense reimbursements;

Charter Schools Fund interfund receivable from the General Fund for revenue transfer and in
lieu of property taxes;

Cafeteria Special Revenue Fund interfund receivable from the General Fund for interfund
support; and

General Fund interfund receivable from the Adult Education Fund, the Cafeteria Special
Revenue Fund, and the Charter Schools Fund for indirect costs.

Interfund Transfers

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

Interfund transfers are as follows:

Interfund Transfers Out Interfund Transfers In Amount
General Adult Education S 7,655
General Cafeteria Special Revenue 36,419
Total ) 44,073
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Transfers are used for the following:

To move revenues from the fund that statute or budget requires to collect them to the fund
that statute or budget requires to expend them; and

To use unrestricted revenues collected in the General Fund to finance various programs
accounted for in other funds in accordance with budgetary authorizations.

There were no transfers that were not routine or inconsistent with the activities of the funds making
the transfer.

6.  CAPITAL ASSETS

Capital assets activity is as follows:

Beginning Ending

Year Ended June 30, 2017 Balance Additions Deductions Balance
GOVERNMENTAL ACTIVITIES
Nondepreciated Capital Assets
Land S 623,359 S - S -5 623,359
Construction in progress 32,152 150 23,339 8,963
Total Nondepreciated Capital Assets 655,511 150 23,339 632,322
Depreciated Capital Assets
Buildings and improvements 52,627,416 41,847 - 52,669,263
Site improvements 10,439,111 13,998 - 10,453,109
Vehicles and equipment 2,275,535 441,728 - 2,717,263
Total Depreciated Capital Assets 65,342,062 497,573 - 65,839,635
Totals at Historical Cost 65,997,573 497,723 23,339 66,471,957
Less: Accumulated Depreciation
Buildings and improvements 23,276,855 1,229,000 - 24,505,855
Site improvements 2,415,118 305,878 - 2,720,996
Vehicles and equipment 1,800,024 127,883 - 1,927,907
Total Accumulated Depreciation 27,491,997 1,662,761 - 29,154,758
Total Depreciated Capital

Assets - Net 37,850,065 (1,165,188) - 36,684,877
GOVERNMENTAL ACTIVITIES

CAPITAL ASSETS - NET $ 38,505,576 S (1,165,038) $ 23,339 § 37,317,199
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Depreciation expense was charged to governmental activities as follows:

Year Ended June 30, 2017

Governmental Activities

Instruction ) 1,371,478
Instruction-related services 33,709
Pupil services 175,341
Ancillary services 3,980
General administration 59,241
Plant services 19,012
Total Depreciation Expense - Governmental Activities 5 1,662,761

7.  ACCOUNTS PAYABLE

Accounts payable consisted of the following:

Charter Other
Schools Governmental
June 30, 2017 General Fund Fund Funds
Vendors S 593,174 § 105,154 S 1,734
Salaries and benefits 11,884 12,500 9,007
Other 1,399 256 -
Total S 606,457 S 117,910 S 10,741
8. DUE TO OTHER GOVERNMENTS
Amounts due to other governments consisted of the following:
June 30, 2017 General Fund
Due To
State government 5 8,508

9. BONDED DEBT

In 2012, the District received authorization through Measure C to issue 512,300,000 of bonds at an
election held on November 6, 2012. The bonds are general obligation bonds of the District, and the
County is obligated to annually levy ad valorem taxes for the payment of interest on, and the principal
of, the bonds. Bond proceeds are to be used to repair leaky roofs; upgrade heating, plumbing, and
electrical systems; modernize core infrastructure of West Valley High School; and provide modern
classroom technology and facilities.
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The outstanding general obligation bonded debt is as follows:

Redeemed
Issue  Interest Maturity Amount of Outstanding Current Outstanding
Date Rate Date Original Issue July 1, 2016 Year June 30, 2017
2013 2% -5% 2038 $ 5,000,000 $ 4,495,000 $ 150,000 $ 4,345,000
2015 2% - 4% 2040 5,000,000 5,000,000 155,000 4,845,000
Total $ 10,000,000 S 9,495,000 $ 305,000 $ 9,190,000

The amount of interest cost incurred during the year ended June 30, 2017, was $358,690, all of which
was charged to expenses.

The annual requirements to amortize the general obligation bonds payable are as follows:

Year Ending June 30 Principal Interest Total
2018 S 250,000 § 354,032 S 604,032
2019 235,000 349,182 584,182
2020 130,000 345,532 475,532
2021 150,000 342,257 492,257
2022 170,000 337,732 507,732
2023-2027 1,225,000 1,581,875 2,806,875
2028-2032 1,980,000 1,317,322 3,297,322
2033-2037 2,970,000 872,991 3,842,991
2038-2040 2,080,000 155,742 2,235,742
Total S 9,190,000 & 5,656,665 § 14,846,665
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10. CAPITAL LEASES

The District leases equipment under agreements which provide for title to pass upon expiration of the
lease period. The cost of the equipment is included in vehicles and equipment on the statement of net
position as depreciated capital assets and was $1,340,500 at June 30, 2017. Accumulated depreciation
of the leased equipment at June 30, 2017, was $281,505. Depreciation of the assets under capital
leases is included in depreciation expense and amounted to $26,810 for the year ended June 30, 2017.
The amount of interest cost incurred during the year ended June 30, 2017, was 522,352, all of which
was charged to expenses. Future minimum lease payments are as follows:

Year Ending June 30 Lease Payments
2018 S 107,408
2019 107,408
2020 107,408
2021 107,408
2022 107,781
Total 537,413
Less: Amount representing interest 55,936
Present Value of Net Minimum Lease Payments ) 481,477

The District will receive no sublease rental revenues nor pay for any contingent rentals for this
equipment.
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11. CHANGES IN LONG-TERM DEBT

The following is a summary of changes in long-term debt:

Beginning
Balance - Beginning Amounts
as Previously  Prior-Period Balance - Ending Due Within
Year Ended June 30, 2017 Reported Adjustment  as Restated Additions Deductions Balance One Year
Governmental Activities
Compensated absences S 123,804 S - § 123,804 S -5 860 & 122,944 § -
General obligation bonds 9,495,000 - 9,495,000 - 305,000 9,190,000 250,000
Bond issue premiums 394,660 - 394,660 - 28,073 366,587 25,463
Capital leases 566,533 - 566,533 - 85,056 481,477 88,579
Other postemployment
benefits 25,875 - 25,875 - 11,246 14,629 9,479
Net OPEB ohligation 269,096 - 269,096 196,337 - 465,933 -
Net pension liability 12,838,807 1,146,375 13,985,182 2,610,482 - 16,595,664 -
Total S 23,713,775 S 1,146,375 S 24,860,150 S 2,807,319 S 430,235 § 27,237,234 S 373,521
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12.

FUND BALANCES COMPONENTS

Fund balances are composed of the following:

Charter Other
Schools Governmental

June 30, 2017 General Fund Fund Funds

Nonspendable

Reserved for:
Revolving cash S 9,000 S -5 1,005
Inventories 14,699 - 7,543
Prepaid expenditures 21,269 2,591 -

Total Nonspendable S 44 968 S 2,591 S 8,548

Restricted

Restricted for:
Capital projects S - S -5 1,493,277
Debt service - - 541,773
Federal and state categoricals 433,822 217,967 48,709

Total Restricted S 433822 § 217,967 S 2,083,759

Assigned

Assigned for:
Capital projects S - S -5 8,211
Calworks 25,507 - -
Vehicle replacement 50,000 - -
Deferred maintenance reserve 118,116 - -
Classroom furniture 50,000 - -
Special education carryover 2,766 - -
Compensation 475,165 - -
CalSTRS/CalPERS liabilities 466,199 - -
ROP 109,408 - -
After school program 4,999 - -
IMFRP 218,714 - -
GASB 45 374,670 - -
MAA 55,398 - -
Athletic carryover 37,959 - -
Lottery 1,888,913 - -
WVHS carryover 5,000 - -
Other assignments 99,902 - -
Charter schools - 512,073 -

Total Assigned S 3,982,716 S 512,073 S 8,211

Unassigned

Designated for economic uncertainties S 5,326,443 S - S -
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13.

14.

15.

JOINT POWERS AUTHORITIES

The District participates in joint ventures under joint powers agreements with the following joint
powers authorities (JPAs): Northern California Schools Insurance Group (NCSIG), Shasta-Trinity Schools
Insurance Group (STSIG), California’s Valued Trust (CVT), Schools Excess Liability Fund (SELF), and
Northern California Regional Liability Excess Fund (ReLiEF). The relationship between the District and
the JPAs is such that the JPAs are not component units of the District for financial reporting purposes.

The IPAs arrange for and provide property, liability, health care, workers’ compensation, and excess
liability coverage for their members. Each JPA is governed by a board consisting of representatives
from the members. The boards control the operations of the JPAs, including selection of management
and approval of operating budgets, independent of any influence by the members beyond their
representation on the boards. Each member pays a premium commensurate with the level of
coverage requested and shares surpluses and deficits proportionate to its participation in the JPA. The
District’s share of year-end assets, liabilities, or fund equity is not calculated by the JPAs. Separately
issued financial statements can be requested from each JPA.

COMMITMENTS AND CONTINGENCIES
Federal and State Allowances, Awards, and Grants

The District received federal and state funds for specific purposes that are subject to review and audit
by the grantor agencies. Although such audits could generate expenditure disallowances under the
terms of the grants, it is believed that any required reimbursements will not be material.

RISK MANAGEMENT

The District is exposed to various risks, including loss or damage to property, general liability, and
injuries to employees. Settled claims resulting from these risks have not exceeded insurance coverage
in any of the past three years. No significant reductions in insurance coverage from the prior year have
been made. As described above, the District participates in risk pools under joint powers agreements
for property, liability, workers’ compensation, health care, and excess liability coverage.
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16.

EMPLOYEE RETIREMENT SYSTEMS
Qualified employees are covered under cost-sharing multiple-employer defined benefit pension plans

maintained by agencies of the state of California. Certificated employees are members of CalSTRS, and
classified employees are members of CalPERS.

Summary

Net pension liability, deferred outflows or resources, deferred inflows of resources, and pension
expense are reported as follows:

Net Deferred Deferred
Pension Outflows of Inflows of Pension
June 30, 2017 Liability Resources Resources Expense
CalSTRS State Teachers'
Retirement Plan S 12,132,150 § 1,959,145 § 929,771 § 1,088,071
CalPERS School Employer Pool 4,463,514 1,367,619 134,102 600,612
Total S 16,595,664 & 3,326,764 S 1,063,873 & 1,688,683

Net pension liability, deferred outflows of resources, and deferred inflows of resources are reported in
the accompanying statement of net position; pension expense is reported in the accompanying
statement of activities.

California State Teachers’ Retirement System

Plan Description Certificated employees of the District participate in STRP, a cost-sharing multiple-
employer public employee retirement system defined benefit pension plan administered by CalSTRS.
Benefit provisions are established by state statute, as legislatively amended, within the State
Teachers’ Retirement Law. CalSTRS issues publicly available financial reports that can be obtained at
www.calstrs.com.

Benefits Provided STRP provides retirement, disability, and survivor benefits to beneficiaries. The
defined benefit program provides retirement benefits based on members' final compensation, age,
and years of service credit. In addition, the retirement program provides benefits to members upon
disability and to survivors/beneficiaries upon the death of eligible members. The program has two
benefit formulas:

e CalSTRS 2% at 60 CalSTRS 2% at 60 members are eligible for normal retirement at age 60
with a minimum of five years of credited service. The normal retirement benefit is equal
to 2.0% of final compensation for each year of credited service. Early retirement options
are available at age 55 with five years of credited service or as early as age 50 with 30
years of credited service. The age factor for retirement after age 60 increases with each
guarter year of age to 2.4% at age 63 or older. Members who have 30 years or more of
credited service receive an additional increase of up to 0.2% to the age factor, known as
the career factor. The maximum benefit with the career factor is 2.4% of final
compensation.
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e CalSTRS 2% at 62 CalSTRS 2% at 62 members are eligible for normal retirement at age 62
with a minimum of five years of credited service. The normal retirement benefit is equal
to 2.0% of final compensation for each year of credited service. An early retirement option
is available at age 55. The age factor for retirement after age 62 increases with each
quarter year of age to 2.4% at age 65 or older.

Contributions Required member, employer, and state contribution rates are set by the California
Legislature and Governor and detailed in Teachers' Retirement Law. Active plan members of the
CalSTRS 2% at 60 formula are required to contribute 10.25% of their salary. Active plan members of
the CalSTRS 2% at 62 formula are required to contribute 9.205% of their salary. The required employer
contribution rate for fiscal year 2016-17 was 12.58% of annual payroll. State Teachers’ Retirement Law
also requires the state to contribute 8.828% of the members’ creditable earnings from the fiscal year
ending in the prior calendar year. The District’s contributions to CalSTRS for the fiscal year ended
June 30, 2017, were 5994,645.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions At June 30, 2017, the District reported a net pension liability for its
proportionate share of the net pension liability that reflected a reduction for state pension support
provided to the District. The amount recognized by the District as its proportionate share of the net
pension liability, the related state support, and the total portion of the net pension liability that was
associated with the District, were as follows:

June 30, 2017

District's proportionate share of the net pension liability S 12,132,150
State's proportionate share of the net pension liability

associated with the District 4,401,544
Total S 16,533,694

The District’s net pension liability was measured as of June 30, 2016, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of June 30,
2015, rolled forward to lune 30, 2016, using standard update procedures. The District’s proportion of
the net pension liability was based on a projection of the District’s long-term share of contributions to
the pension plan relative to the projected contributions of all participating employers and the state,
actuarially determined. At June 30, 2017, the District’'s proportion was .015%.
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For the year ended June 30, 2017, the District recognized pension expense of $135,343 and revenue
of $135,343 for support provided by the state. At June 30, 2017, the District reported deferred
outflows of resources and deferred inflows of resources related to pensions from the following
sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Net difference between projected and actual

earnings on pension plan investments 5 964,500 S -
Difference between expected and actual experience - 296,025

Changes in proportion and differences between District
contributions and proportionate share of contributions - 633,746
District contributions subsequent to the measurement date 994,645 -
Total S 1,959,145 S 929,771

The $994,645 reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ending June 30, 2018. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense
as follows:

Year Ending June 30

2018 S (138,583)
2019 (138,583)
2020 400,967
2021 202,104
2022 (159,649)
Thereafter (131,527)
Total ) 34,729

Actuarial Assumptions The total pension liability in the June 30, 2015, actuarial valuation for CalSTRS
was determined using the following actuarial assumptions and applied to all periods included in the
measurement:

Valuation date June 30, 2015
Measurement date June 30, 2016
Actuarial cost method Entry age normal
Actuarial assumptions:
Investment rate of return 7.60%
Interest on accounts 4.50%
Wage growth 3.75%
Consumer price inflation 3.00%
Post-retirement benefit increases 2.00% simple
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CalSTRS uses custom mortality tables to best fit the patterns of mortality among its members. These
custom tables are based on RP2000 series tables adjusted to fit CalSTRS' experience. RP2000 series
tables are an industry standard set of mortality rates published by the Society of Actuaries.

The actuarial assumptions used in the June 30, 2015, valuation were based on the results of an
actuarial experience study for the period July 1, 2006, through June 30, 2010.

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed for each major asset class. The
best-estimate ranges were developed using capital market assumptions from CalSTRS’ general
investment consultant {Pension Consulting Alliance - PCA) as an input to the process. The actuarial
investment rate of return assumption was adopted by the board in 2012 in conjunction with the most
recent experience study. For each future valuation, CalSTRS' consulting actuary (Milliman) reviews the
return assumption for reasonableness based on the most current capital market assumptions. Best
estimates of 20-year geometric real rates of return and the assumed asset allocation for each major
asset class for the year ended June 30, 2016, are summarized in the following table:
Long-Term

Assumed Asset  Expected Real
Allocation Rate of Return

Asset Class

Global equity 47% 6.30%
Fixed income 12% 0.30%
Real estate 13% 5.20%
Private equity 13% 9.30%
Absolute return/risk mitigating strategies 9% 2.90%
Inflation sensitive 4% 3.80%
Cash/liquidity 2% -1.00%
Total 100%

Discount Rate The discount rate used to measure the total pension liability was 7.60%. The projection
of cash flows used to determine the discount rate assumed that contributions from plan members and
employers were made at statutory contribution rates. Projected inflows from investment earnings
were calculated using the long-term assumed investment rate of return (7.60%) and assumes that
contributions, benefit payments, and administrative expenses occurred midyear. Based on those
assumptions, the STRP’s fiduciary net position was projected to be available to make all projected
future benefit payments to current plan members. Therefore, the long-term assumed investment rate
of return was applied to all periods of projected benefit payments to determine the total pension
liability.
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Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate The following presents the District’s proportionate share of the net pension liability
calculated using the discount rate of 7.60%, as well as the District’s proportionate share of the net
pension liability if it was calculated using a discount rate that is one percentage point lower (6.60%) or
one percentage point higher (8.60%) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
June 30, 2017 (6.60%) (7.60%) (8.60%)
District's proportionate share of the
net pension liability S 17,460,900 S 12,132,150 S 7,706,400

Pension Plan Fiduciary Net Position Detailed information about the pension plan’s fiduciary net
position is available in CalSTRS’ separately issued Comprehensive Annual Financial Report (CAFR).

California Public Employees’ Retiremeant System

Plan Description Classified employees of the District participate in the School Employer Pool (the
Plan) under CalPERS, a cost-sharing multiple-employer public employee retirement system defined
benefit pension plan administered by CalPERS. Benefit provisions are established by state statute, as
legislatively amended, within the Public Employees’ Retirement Law. CalPERS issues a publicly
available financial report that can be obtained at www.calpers.ca.gov.

Benefits Provided The plan provides retirement, disability, and death benefits to plan members and
beneficiaries. The benefits are based on members’ years of service, age, final compensation, and
benefit formula. Members become fully vested in their retirement benefits earned to date after five
years of credited service.

Contributions Member contribution rates are defined by law. Employer contribution rates are
determined by periodic actuarial valuations. The actuarial methods and assumptions used for
determining the rate are those adopted by the CalPERS Board of Administration. Active plan members
that met the definition of a new member under the Public Employees’ Pension Reform Act are
required to contribute 6.00% of their salary. Classic employees are required to contribute 7.00% of
their salary. The required employer contribution rate for the 2016-17 fiscal year was 13.888%. The
District’s contributions to CalPERS for the fiscal year ended June 30, 2017, were $386,978.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions At June 30, 2017, the District reported a net pension liability of
54,463,514 for its proportionate share of the net pension liability. The net pension liability was
measured as of June 30, 2016, and the total pension liability used to calculate the net pension liability
was determined by an actuarial valuation as of June 30, 2015, rolled forward to June 30, 2016, using
standard update procedures. The District's proportion of the net pension liability was based on a
projection of the District’s long-term share of contributions to the pension plan relative to the
projected contributions of all participating school districts, actuarially determined. At June 30, 2017,
the District’s proportion was .0226%.
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For the year ended June 30, 2017, the District recognized pension expense of $600,612. At
June 30, 2017, the District reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference between expected and actual experience ) 191,974 S -
Net difference between projected and actual
earnings on pension plan investments 692,594 -
Change in assumptions - 134,102
Changes in proportion and differences between District
contributions and proportionate share of contributions 96,073 -
District contributions subsequent to the measurement date 386,978 -
Total S 1,367,619 S 134,102

The 5386,978 reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ending June 30, 2018. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense
as follows:

Year Ending June 30

2018 S 148,531
2019 149,023
2020 368,224
2021 180,761
Total S 846,539

Actuarial Assumptions The total pension liability in the June 30, 2015, actuarial valuation for CalPERS
was determined using the following actuarial assumptions applied to all periods included in the

measurement:
Valuation date June 30, 2015
Measurement date June 30, 2016
Actuarial cost method Entry age normal
Actuarial assumptions:
Discount rate 7.65%
Inflation 2.75%
Salary increases Varies by entry age and service
Investment rate of return 7.50%
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CalPERS uses custom mortality tables to best fit the patterns of mortality among its members. The
mortality table used was developed based on CalPERS’ specific data. The table includes 20 years of
mortality improvements using Society of Actuaries, Scale BB.

The actuarial assumptions used in the June 30, 2015, valuation were based on the results of an
actuarial experience study for the period July 1, 1997, through June 30, 2011.

The long-term expected rate of return on pension plan investments was determined using a building-
biock method in which best estimate ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed for each major asset class. In
determining the long-term expected rate of return, CalPERS staff took into account both short-term
and fong-term market return expectations as well as the expected pension fund cash flows. Using
historical returns of all of the funds’ asset classes, expected compound (geometric) returns were
calculated over the short term (first 10 years) and the long term (11-60 years) using a building-block
approach. Using the expected nominal returns for both short term and long term, the present value of
benefits was calculated for each fund. The expected rate of return was set by calculating the single
equivalent expected return that arrived at the same present value of benefits for cash flows as the
one calculated using both short-term and long-term returns. The expected rate of return was then set
equivalent to the single equivalent rate calculated above and rounded down to the nearest one
quarter of one percent.

The tables below reflect long-term expected real rates of return by asset class. The rates of return
were calculated using the capital market assumptions applied to determine the discount rate and
asset allocation.

Assumed Asset Real Rate of Return
Allocation Years1-10 Years 11+
Asset Class
Global equity 51% 5.25% 5.71%
Global debt securities 20% 0.99% 2.43%
Inflation assets 6% 0.45% 3.36%
Private equity 10% 5.83% 6.95%
Real estate 10% 4.50% 5.13%
Infrastructure and forestland 2% 4.50% 5.09%
Liquidity 1% -0.55% -1.05%
Total 100%

Discount Rate The discount rate used to measure the total pension liability was 7.65%. To determine
whether the municipal bond rate should be used in the calculation of a discount rate, the amortization
and smoothing periods recently adopted by the CalPERS Board were used. Projections of expected
benefit payments and contributions were performed to determine if the assets would run out. The
test revealed the assets would not run out. Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods of projected benefit payments to determine the
total pension liahility.
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17.

18.

Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate The following presents the District’s proportionate share of the net pension liability
calculated using the discount rate of 7.65%, as well as the District’s proportionate share of the net
pension liability if it was calculated using a discount rate that is one percentage point lower (6.65%) or
one percentage point higher (8.65%) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
June 30, 2017 (6.65%) {7.65%) (8.65%)
District's proportionate share of the
net pension liability S 6,659,588 S 4,463,514 S 2,634,850

Pension Plan Fiduciary Net Position Detailed information about the pension plan’s fiduciary net
position is available in CalPERS’ separately issued CAFR.

EARLY RETIREMENT INCENTIVE PROGRAM

The District did not enter into any early retirement incentive agreements during 2016-17, pursuant to
California Education Code, Sections 22714 and 44929, whereby the service credit to eligible
employees is increased by two years.

POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS
Plan Description

The District provides postemployment health care benefits to all certificated employees who retire
from the District between the ages of 55 to 65 with at least 15 consecutive years of service in the
District. The District provides medical, dental, and vision benefits to certificated retirees and their
dependents for a period of five consecutive years after retirement or until age 65, whichever comes
first.

The District also provides postemployment health care benefits to all classified employees and their
dependents who retire from the District on or after attaining age 55 with 15 consecutive years of
service to the District. The classified retirees shall be included in the program until age 65, or until a
retiree becomes eligible for other equivalent group medical insurance, whichever comes earlier, for a
maximum of 60 months. Management and confidential employees must have at least ten years of
service with the District to receive benefits. Management and confidential employees receive benefits
until age 65. The District provides these benefits through a single-employer defined benefit health
care plan administered by the District that provides for monthly contribution for eligible retirees.

At June 30, 2017, 20 retirees met these eligibility requirements and an estimated 160 participants will
be eligible in future years.
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For certificated retirees, the District contributes an amount not to exceed $7,200 per fiscal year. For
classified retirees who retired prior to June 1, 2012, the District contributes an amount not to exceed
54,980 per fiscal year. For classified retirees who retired between June 1, 2012, and June 30, 2015, the
District contributes an amount not to exceed $5,700 per fiscal year. For classified retirees who retire
after July 1, 2015, the District contributes an amount not to exceed $6,000 per fiscal year. For
management and confidential employees, the District contributes an amount not to exceed 511,856
per fiscal year.

Funding Policy

The District’s agreement with employees is for monthly contributions for members who meet the
eligibility criteria of their collective bargaining agreement and who retire during the term of the
contract. The contribution requirements of plan members and the District are established and may be
amended by the District’s Board of Trustees through the collective bargaining process. The members
receiving benefits contributions vary depending on the level of coverage selected.

Annual Other Postemployment Benefit (OPEB) Cost and Net Obligation

For the year ended June 30, 2017, the District’s annual OPEB cost is calculated based on the annual
required contribution for the employer (ARC), an amount actuarially determined in accordance with
the parameters of GASB Statement No. 45, Accounting and financial Reporting by Employers for Post-
Employment Benefits Other Than Pensions. The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover the normal cost each year and amortize any unfunded actuarial
liabilities {or funding excess) over a period not to exceed 30 years. The following table shows the
components of the annual OPEB cost for the year, the amount actually contributed to the plan, and
the changes in the District’s net OPEB obligation:

June 30, 2017

Annual required contribution S 329,459
Interest on net OPEB obligation 12,109
Adjustment to annual required contribution {16,520)
Annual OPEB Cost 325,048
Contributions 128,211
Change in Net OPEB Obligation 196,837
Net OPEB Obligation - Beginning of Year 269,096
Net OPEB Obligation - End of Year S 465,933
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The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the
net OPEB obligation were as follows:

Actual Net Ending

Annual Employer Percentage OPEB

Year Ended OPEB Cost Contributions Contributed Obligation
June 30, 2015 S 218,692 S 125,313 57.30% § 129,975
June 30, 2016 S 323,779 S 184,658 57.03% S 269,096
June 30, 2017 s 325,048 S 128,211 39.44% S 465,933

Funded Status and Funding Progress

As of November 15, 2015, the most recent actuarial valuation date, the plan was not funded. The
actuarial accrued liability for benefits was 52,441,954, and the actuarial value of the assets was $-0-,
resulting in an unfunded actuarial accrued liability of $2,441,954. The covered payroll {annual payroll
of active employees covered by the plan) was 510,541,026, and the ratio of the unfunded actuarial
accrued liability to the covered payroll was 23.17%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events into the future. Examples include
assumptions about future employment, mortality, and the health care cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future. The schedule of funding progress, presented as required
supplementary information following the notes to the financial statements, presents multi-year trend
information about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by District and plan members) and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefits costs between the District and plan
members at that point. The actuarial methods and assumptions used include techniques that are
designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets
consistent with the long-term perspective of the calculations.

In the November 15, 2015, actuarial valuation, the entry age normal actuarial cost method was used.
The actuarial assumptions included a 4.5% investment rate of return {net of administrative expenses)
and an annual health care cost trend rate of 4%, including a 2.75% inflation assumption. The District’s
initial unfunded actuarial accrued liability {(UAAL) is being amortized using a closed amortization
period of 30 years. The remaining amortization period at June 30, 2017, was 23 years. The residual
UAAL is amortized using the level percent of payroll method using an open amortization period of 24
years.
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19.

20.

PRIOR-PERIOD ADJUSTMENT

Net position in the statement of net position as of July 1, 2016, decreased by $1,146,375 as a result of
an understatement of net pension liability as of June 30, 2016. This adjustment has no effect on
revenue or expenses during the 2016-17 fiscal year, but increased expenses in the statement of
activities by $468,124 during the 2015-16 fiscal year and by $678,251 during the 2014-15 fiscal year,
respectively.

FUTURE GASB IMPLEMENTATION

In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions. This statement improves accounting and financial reporting by state
and local governments for postemployment benefits other than pensions. It also improves
information provided by state and local governmental employers about financial support for OPEB
that is provided by other entities. GASB Statement No. 75 replaces the requirements of Statements
No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Pensions,
as amended, and No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employer
Plans, for OPEB. This statement establishes standards for recognizing and measuring liabilities,
deferred outflows of resources, deferred inflows of resources, and expense/expenditures. For defined
benefit OPEB, this statement identifies the methods and assumptions that are required to be used to
project benefit payments, discount projected benefit payments to their actuarial present value, and
attribute that present value to periods of employee service. Note disclosure and required
supplementary information requirements about defined benefit OPEB also are addressed. The
District’s management has not yet determined the impact that implementation of these standards,
which is required on July 1, 2017, will have on the District’s financial statements, if any.

In March 2017, GASB issued Statement No. 85, Omnibus 2017. This statement addresses practice
issues that have been identified during implementation and application of certain GASB statements,
including issues related to blending component units, goodwill, fair value measurement and
application, and postemployment benefits. It addresses timing of the measurement of pension or
QOPEB liahilities and expenditures recognized, recognizing on-behalf payments for pensions of OPEB,
presenting payroll-related measures in required supplementary information for purposes of reporting
by OPEB plans and employers that provide OPEB, and accounting and financial reporting for OPEB
provided through certain multiple-employer defined benefit OPEB plans. The District’s management
has not yet determined the impact that implementation of these standards, which is required on
July 1, 2017, will have on the District’s financial statements, if any.

In May 2017, GASB issued Statement No. 86, Certain Debt Extinguishment Issues. This statement
improves consistency in accounting and financial reporting for in-substance defeasance of debt by
providing guidance for transactions in which cash and other monetary assets acquired with only
existing resources, resources other than the proceeds of refunding debt, are placed in an irrevocable
trust for the sole purpose of extinguishing debt. This statement also improves accounting and financial
reporting for prepaid insurance on debt that is extinguished and notes to financial statements for debt
that is defeased in substance. The District’'s management has not yet determined the impact that
implementation of these standards, which is required on July 1, 2017, will have on the District’s
financial statements, if any.
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Anderson Union High School District
BUDGETARY COMPARISON SCHEDULE — GENERAL FUND

Variance With
Actual Final Budget -

Budgeted Amounts Amounts Positive

Year Ended June 30, 2017 Original Final GAAP Basis (Negative)
Revenues
Property taxes S 5635455 S5 5,818,223 & 5,994,449 § 176,226
Local control funding formula sources 8,974,362 8,909,577 8,773,062 {136,515)
Other state revenue 710,742 1,579,695 1,826,808 247,113
Federal revenue 941,937 1,184,680 1,085,001 (99,679)
Other local revenue 1,327,298 1,427,189 1,702,162 274,973
Total Revenues 17,589,794 18,919,364 19,381,482 462,118
Expenditures
Certificated salaries 7,245,777 7,532,514 7,544,933 (12,419)
Classified salaries 1,983,574 2,152,569 2,153,881 (1,312)
Employee benefits 3,452,168 3,864,844 3,875,751 {10,907)
Books and supplies 820,117 1,332,823 841,497 491,326
Services and other operating 3,210,768 3,770,524 3,649,509 121,015
Capital outlay 32,000 513,472 425,824 87,648
Other outgo 733,972 713,387 712,163 1,224
Debt service:

Principal 94,513 94,535 95,454 (919)

Interest and other charges 22,353 22,353 23,200 (847)
Total Expenditures 17,595,242 19,997,021 19,322,212 674,809
Excess [Deficiency) of Revenues

Over Expenditures (5,448) (1,077,657) 59,270 1,136,927
Other Financing Uses
Interfund transfers out (51,596) (85,847} (44,073) 41,774
Net Change in Fund Balances (57,044) (1,163,504} 15,197 1,178,701
Fund Balances - Beginning of Year 9,772,752 9,772,752 9,772,752 -
Fund Balances - End of Year S 9,715,708 S 8,609,248 S 9,787,949 S 1,178,701

See the accompanying notes to this budgetary comparison schedule.
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Variance With

Actual Final Budget -

Budgeted Amounts Amounts Positive
Year Ended June 30, 2017 Original Final GAAP Basis (Negative)
Revenues
Local control funding formula sources S 1,785,328 5 1,556,239 & 1,596,406 & 40,167
Other state revenue 78,661 221,777 289,758 67,981
Other local revenue 58,233 61,572 66,791 5,219
Total Revenues 1,922,222 1,839,588 1,952,955 113,367
Expenditures
Certificated salaries 969,503 977,665 993,716 {16,051)
Classified salaries 99,053 103,875 106,109 (2,234)
Employee benefits 392,701 432,852 446,902 {14,050)
Books and supplies 70,389 104,784 81,538 23,246
Services and other operating 312,604 405,574 371,910 33,664
Total Expenditures 1,844,250 2,024,750 2,000,175 24,575
Net Change in Fund Balances 77,972 {185,162) (47,220) 137,942
Fund Balances - Beginning of Year 779,851 779,851 779,851 -
Fund Balances - End of Year S 857,823 S 594,689 § 732,631 § 137,942

See the uccompanying notes to this budgetary comparison schedule.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The District’s Governing Board annually adopts a budget for the General Fund and each major special
revenue fund of the District. The budgets are presented on the modified accrual basis of accounting.
Accordingly, the accompanying budgetary comparison schedule of the General Fund and the special
revenue fund present actual expenditures in accordance with the accounting principles generally
accepted in the United States of America on a basis consistent with the legally adopted budgets, as
amended. Unexpended appropriations on annual budgets lapse at the end of each fiscal year.

2. EXCESS OF EXPENDITURES OVER APPROPRIATIONS

Expenditures exceeded appropriations by the following amounts:

Charter

Schools

June 30, 2017 General Fund Fund
Certificated salaries 12,419 16,051
Classified salaries 1,312 2,234
14,050

Debt service - principal 919

s
s
Employee benefits S 10,907
S
Debt service - interest and other charges S 847

A U A A

These excess expenditures were offset by unexpended appropriations in other categories.
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SCHEDULE OF FUNDING PROGRESS FOR OTHER POSTEMPLOYMENT BENEFITS

September1

2009 2012 November 15, 2015
Actuarial accrued liability (AAL) S 1525023 S 1,694,500 S 2,441,954
Actuarial value of plan assets - - -
Unfunded Actuarial Accrued Liability {UAAL) S 1,525,023 S 1,694,500 S 2,441,954
Funded ratio (actuarial value of plan assets/AAL) 0.00% 0.00% 0.00%
Covered payroll (active members) S 10,366,988 & 9,448,272 S 10,541,026
UAAL as a percentage of covered payroll 14.71% 17.93% 23.17%

See the accompanying notes to the required supplementary information.
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SCHEDULE OF DISTRICT’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY —

CALIFORNIA STATE TEACHERS’ RETIREMENT SYSTEM

Years Ended June 30

2017

2016

2015

District's proportion of the net pension liability (asset)

0.015%

0.016%

0.016%

District's proportionate share of the net pension
liability (asset)

State's proportionate share of the net pension liability
(asset) associated with the District

$ 12,132,150

4,401,544

$ 10,771,840 *

3,726,303

S 9,349,820 *

3,520,245

Total

$ 16,533,694

$ 14,498,143 *

$ 12,870,065 *

District's covered-employee payroll

District's proportionate share of the net pension
liability (asset) as a percentage of its
covered-employee payroll

Plan fiduciary net position as a percentage of
the total pension liability

S 7,647,437

158.64%

70.00%

S 7,346,700

146.62% *

74.00%

S 7,243,879

129.07% *

77.00%

*As restated for prior-period adiustment.

See the accompanying notes ta the required supplementary information.
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SCHEDULE OF DISTRICT’S CONTRIBUTIONS — CALIFORNIA STATE TEACHERS’ RETIREMENT SYSTEM

Years Ended June 30 2017 2016 2015
Contractually required contribution S 994645 S 820570 S 652,387
Contributions in relation to the contractually

required contribution (994,645) (820,570) (652,387)
Contribution Deficiency (Excess) S -5 -5 -
District's covered-employee payroll S 7,647,437 5 7,346,700 S 7,243,879
Contributions as a percentage of

covered-employee payroll 13.01% 11.17% 9.01%

See the accompanying notes to the required supplementary information.
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SCHEDULE OF DISTRICT’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY —

CALIFORNIA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Years Ended June 30

2017

2016

2015

District's proportion of the net pension liability (asset)

0.0226%

0.0218%

0.0218%

District's proportionate share of the net pension
liability {(asset)

District's covered-employee payroll

District's proportionate share of the net pension
liability (asset) as a percentage of its
covered-employee payroll

Plan fiduciary net position as a percentage of
the total pension liability

S 4,463,514
$ 2,707,825

164.84%

73.90%

S 3,213,342 *
$ 2,409,676

133.35% *

79.40%

S 2,474,831 *
S 2,276,938

108.69% *

83.50%

*As restated for prior-period adjustment.

See the accompanying notes to the required supplementary information.
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SCHEDULE OF DISTRICT’S CONTRIBUTIONS — CALIFORNIA PUBLIC EMPLOYEES'
RETIREMENT SYSTEM

Years Ended June 30 2017

2016 2015

Contractually required contribution S 386,978 5 320,796 S 283,643
Contributions in relation to the contractually

required contribution (386,978) (320,796) (283,643)
Contribution Deficiency (Excess) S -5 -5 -
District's covered-employee payroll S 2,707,825 5 2,409,676 S 2,276,938
Contributions as a percentage of

covered-employee payroll 14.29% 13.31% 12.46%

See the accompanying notes to the required supplementary informuation.
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NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

1. SCHEDULE OF FUNDING PROGRESS FOR OTHER POSTEMPLOYMENT BENEFITS
This schedule provides trend information for the other postemployment benefits plan of the District,

displaying actuarial accrued liability, actuarial value of plan assets, and covered payroll for the most
recent valuation study and the preceding two studies.

2. CHANGES OF BENEFIT TERMS
California State Teachers’ Retirement System

There were no significant changes of benefit terms during the measurement period ended June 30,
2016.

California Public Employees’ Retirement System
There were no significant changes of benefit terms during the measurement period ended June 30,
2016.

3. CHANGES OF ASSUMPTIONS
California State Teachers’ Retirement System
There were no changes in major assumptions during the measurement period ended June 30, 2016.
California Public Employees’ Retiremeant System

There were no changes in major assumptions during the measurement period ended June 30, 2016.
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Anderson Union High School District
LOCAL EDUCATIONAL AGENCY ORGANIZATION STRUCTURE
June 30, 2017

The Anderson Union High School District is located in Shasta County and was established in 1908. There
were no changes in the boundaries of the District during the current year. The District is currently operating
three high schools, one continuation school, one community day school, and one adult education program.
The District is the sponsoring local educational agency for one charter school.

GOVERNING BOARD

Name Office Term Expires
Ron Brown President 2018
Chris Carmona Clerk 2018
Joe Gibson Member 2018
Butch Schaefer Member 2020
Cindy Trotter-Hogue Member 2020

ADMINISTRATION

Tim Azevedo
Superintendent

Donell Evans
Chief Business Official
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Anderson Union High School District
SCHEDULE OF CHARTER SCHOOLS
Year Ended June 30, 2017

Charter school sponsored by the District that is included in the audit of the District:

Anderson New Technology High School

See the accompanying naote to the other supplementary information.
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Anderson Union High School District
SCHEDULE OF AVERAGE DAILY ATTENDANCE
June 30, 2017

Originally Reported Final
Second Second
Period Annual Period Annual
Report Report Report Report
HIGH SCHOOL
Regular ADA*
Grades 9 through 12 1,480 1,461 1,480 1,461
Extended-Year Special Education
Grades 9 through 12 - 2 - 2
Special Education - Nonpublic,
Nonsectarian Schools
Grades 9 through 12 6 b 6 6
Community Day School
Grades 9 through 12 10 10 10 10
High School Totals 1,496 1,479 1,496 1,479
CLASSES FOR ADULTS
Adults in correctional facilities 42 44 42 44
ADA Totals 1,538 1,523 1,538 1,523
* Includes opportunity classes, home and haspital, special day classes, and cantinuaticn education.
Originally Reported Final
Second Second
Period Annual Period Annual
Report Report Report Report
ANDERSON NEW TECHNOLOGY
HIGH SCHOOL
Regular ADA
Grades 9 through 12 171 170 171 170
ADA Totals (All Classroom-Based) 171 170 171 170

See the accompanying note to the other supplementary information.
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Anderson Union High School District
SCHEDULE OF INSTRUCTIONAL TIME
Year Ended June 30, 2017

2016-17 Traditional Multitrack
Minutes Actual Calendar Calendar
Requirement Minutes Days Days Status
Traditional Schools
Grade 9 64,800 65,786 180 N/A Complied
Grade 10 64,800 65,786 180 N/A Complied
Grade 11 64,800 65,786 180 N/A Complied
Grade 12 64,800 65,786 180 N/A Complied
2016-17 Traditional Multitrack
Minutes Actual Calendar Calendar
Requirement Minutes Days Days Status
Anderson New Technology High School
Grade 9 64,800 65,873 180 N/A Complied
Grade 10 64,800 65,873 180 N/A Complied
Grade 11 64,800 65,873 180 N/A Complied
Grade 12 64,800 65,873 180 N/A Complied

See the accompanying note to the other supplementary information.
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Anderson Union High School District
SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS

Years Ended June 30 (Budget) 2018 2017 2016 2015
General Fund
Revenues and other financial sources S 18,030,711 § 19,381,482 5 19,331,024 S 17,725,638
Expenditures 18,548,743 19,322,212 17,798,274 17,010,309
Other uses and transfers out 439,476 44,073 230,294 72,569
Total Qutgo 18,988,219 19,366,285 18,028,568 17,082,878
Change in Fund Balance {957,508) 15,197 1,302,456 642,760
Ending Fund Balance S 8830441 S 9,787,949 § 9,772,752 S 8,470,296
Available reserves S 4,436,210 $ 5,326,443 S 5,677,111 S 4,423,236
Designated for economic uncertainties S 4,436,210 S 5,326,443 S 5,677,111 S 4,423,236
Undesignated fund balance S -5 -5 - S -
Available reserves as a percentage of

total outgo 23% 28% 31% 26%

Total long-term debt
Average daily attendance at P-2

$ 26,863,713 $ 27,237,234 $ 24,860,150 * § 23,622,945 *

1,626

1,667

1,692

1,732

*As restated for prior-period adjustment.

The General Fund balance has increased by $1,317,653 over the past two years. The fiscal year 2017-18
budget projects a decrease of $957,508 (9.8%). For a district this size, the state recommends available
reserves of at least 3% of total General Fund expenditures, transfers out, and other uses (total outgo).

The District has incurred an operating surplus in all of the past three years and anticipates incurring an
operating deficit during the 2017-18 fiscal year. Total long-term debt has increased by 53,614,289 over the

past two years.

Average daily attendance has decreased by 65 over the past two years. The District anticipates ADA to

decline by 41 during fiscal year 2017-18.

See the accompanying naote to the other supplementary information.
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Anderson Union High School District

RECONCILIATION OF ANNUAL FINANCIAL AND BUDGET REPORT
WITH AUDITED FINANCIAL STATEMENTS
Year Ended June 30, 2017

The fund balances for all funds, as reported in the annual financial and budget report, equal the
corresponding balances in the audited financial statements.

See the accompanying note to the other supplementary information.
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Anderson Union High School District

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2017

Pass-Through

Federal Entity
Federal Grantor/Pass-Through CFDA Identifying Federal
Grantor/Program or Cluster Title Number Number Expenditures
FEDERAL PROGRAMS
U.S. Department of Education
Passed Through California Department of Education
Special Education - IDEA Basic Local Assistance 84.027 13379 S 325,222
Department of Rehabilitation - Workability |1,

Transition Partnership 84.126 10006 67,586
NCLB - Title I, Part A, Basic Grants 84.010 14329 521,310
NCLB - Title II, Part A, Improving Teacher Quality 84.367 14341 74,978
NCLB - Advanced Placement Test Fee Reimbursement 84.330B 14831 3,382
Vocational Programs - Vocational and Applied Technical

Secondary IC, Section 131 84.048 14894 49,696
Adult Education - Adult Secondary Education 84.002 13978 20,110
Direct Program
Indian Education - Grants to Local Educational Agencies 84.060 23,740
Total U.S. Department of Education 1,086,024
U.S. Department of Agriculture
Passed Through California Department of Education
Child Nutrition Cluster
School Breakfast 10.553 13390 73,697
National School Lunch 10.555 13391 310,263
Total Child Nutrition Cluster 383,960
Passed Through Shasta County Office of Education
Schools and Roads - Grants to Counties 10.666 10044 8,452
Total U.S. Department of Agriculture 392,412
Total Federal Programs 1,478,436
Nonmonetary Assistance
Food Donation 10.555 41,137
TOTAL EXPENDITURES OF FEDERAL AWARDS S 1,519,573

See the accompuanying note to the other supplementary information.
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Anderson Union High School District
NOTE TO THE OTHER SUPPLEMENTARY INFORMATION

PURPOSE OF SCHEDULES

Schedule of Charter Schools

This schedule lists all charter schools sponsored by the District and indicates whether or not the charter
school is included in the audit of the District.

Schedule of Average Daily Attendance

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

Schedule of Instructional Time

The District received incentive funding for increasing instructional time as provided by the Incentives for
Longer Instructional Day. The District did not meet or exceed its local control funding formula target. This
schedule presents information on the amount of instructional time offered by the District and whether the
District complied with the provisions of California Education Code, Sections 46201 through 46208.

Schedule of Financial Trends and Analysis

This schedule discloses the District’s financial trends by displaying past years’ data along with current-year
budget information. These financial trend disclosures are used to evaluate the District’s ability to continue as a
going concern for a reasonable period of time.

Reconciliation of Annual Financial and Budget Report With Audited Financial Statements

This schedule provides the information necessary to reconcile the fund balance of each fund, as reported in
the annual financial and budget report, to the audited financial statements.

Schedule of Expenditures of Federal Awards

This schedule includes the federal award activity of the District under programs of the federal government
for the year ended June 30, 2017. The information in this schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (the Uniform Guidance).

Expenditures reported on this schedule are reported on the modified basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guidance, wherein certain types of
expenditures are not allowable or are limited as to reimbursement.

The District has not elected to use the 10% de minimis indirect cost rate allowed under the Uniform
Guidance.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIALSTATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNM AUDITING STANDARDS

o the Boa ustees
‘ on High School District
E

0¥
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ave audited, in accordance with auditing standards generally accepted in the United States
of America and the standards gppli¢able to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of
the governmental activities, each major fund, and the aggregate remaining fund information of
the Anderson Union High School District (the District) as of and for the year ended June 30,
2017; and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements; and have issued our report thereon dated December 15,
2017.

Internal Con Financial Reporting

In: plan rfor our audit of the financial statements, we considered the District’s
internal conte ancial:reporting (internal control) to determine the audit procedures
that are ap priate ir ircumstances for the purpose of expressing our opinions on the
financia but purpose of expressing an opinion on the effectiveness of
the District’s ir alicontro nely, we do not express an opinion on the effectiveness of
the District’s'internal contre

A deficiency in inte 1trol exists when the design or operation of a control does not allow
management or employees | ormal course of performing their assigned functions to
prevent, or detect, and correct misstatements on a timely basis. A material weakness is a
deficiency; or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the District’s financial statements will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakness,

yvet important enoueh:to merit attention’'by those charged with governance.

Guir con on of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be material weaknesses or significant
deficienc and, therefore, material weaknesses or significant deficiencies may exist that were
not identified. Given these limitations, during our audit we did not identify any deficiencies in

internal control over financial reporting that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified. We did identify certain
deficiencies in internal control, described in the accompanying schedule of findings and
guestioned costs, that we consider to be significant deficiencies (see item 2017-001).
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

{Continued)

Compliance and Other Matters

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

The District’s Response to Findings

The District’s response to the findings identified in our audit is described in the accompanying
schedule of findings and questioned costs. The District’s response was not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express
no opinion on it.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance, and the results of that testing, and not to provide an opinion on the effectiveness of
the District’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the District’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Kl Jepm LLP

December 15, 2017
Redding, California
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAIOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
THE UNIFORM GUIDANCE

To the Board o0%
igh 5chool District

Report on Compliance for Each Major Federal Program

ave audited Anderson Unign h School District’s (the District) compliance with the types
of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Compliance Supplement that could have a direct and material effect on each of the District’s
major federal programs for the year ended June 30, 2017. The District’s major federal programs
are identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

Manag 5 nsible for compliange with the requirements of federal statutes,
regulatic h mis and conditions' of its federal awards applicable to its federal
programs

Auditors’ Re

Qur responsibili
programs based on ouraud

iornon compliance for each of the District’s major federal
vpes of. compliance requirements referred to above. We
conducted our audi C accordance with auditing standards generally accepted in
the: United States o i standards applicable to financial audits contained in
Government Auditing Standards, issued by the €omptroller General of the United States; and
the awdit. requirements of Title 2 U5, Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (the
niform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
the District’'s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

)
f

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of the
District’s compliance.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAIOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY

THE UNIFORM GUIDANCE
{Continued)

Opinion on Each Major Federal Program

In our opinion, the District complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2017.

Report on Internal Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the District’s internal control
over compliance with the types of requirements that could have a direct and material effect on
each major federal program as a basis for designing auditing procedures that are appropriate in
the circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compliance in accordance with
the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions to prevent, or detect, and correct noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAIOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY

THE UNIFORM GUIDANCE
{Continued)

Purpose of This Report

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance, and the results of that testing, based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.

Kl Jepm LLP

December 15, 2017
Redding, California
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE

To the Board of Trustees

Ande ien High School District
An ifor
smpliane

ave audite ¢ Anderson Union High School District’s (the District) compliance with the
pes of state epmpliance requirements described in the 2016-17 Guide for Annual Audits of
12 Local Education Agencies, @ state Compliance Reporting, published by the Education
Audit Appeals Panel, for the year ended June 30, 2017. The applicable state compliance
reguirements are identified in the table below.

Management’s Responsibility

Compliance with the requirements referred to above is the responsibility of the District’s
management.

Auditors’ Respor by

Qur responsibility is to eéxpress an opinion on the District’s compliance with the state laws and
regulations based on o

We conducte audit o iance in accordance with auditing standards generally
accepted in'tl States ¢ ica;.the standards applicable to financial audits contained
in Government g Stg d by the Comptroller General of the United States; and
the 2016-17 Guide ¥ C if K-12 Local Education Agencies and State Compliance
Reporting, published Budit Appeals Panel. Those standards and the 2016-17
Guide: for Annual Audits of K-12 focal Education Agencies and State Compliance Reporting,

require that we plan and perform the audit to obtain reasonable assurance about whether
noencompliance with the compliance requirements referred to above that could have a material
effect on compliance with the state laws and regulations described in the schedule below
occurred. An audit includes examining, on a test basis, evidence supporting the District’s
compliance with those requirements and performing such other procedures as we considered
neces i ¢ circumstances. We believe our audit provides a reasonable basis for our
Opinio oes not provide a legal determination of the District’s compliance with
those 5.

p
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE

{Continued)

Procedures
June 30, 2017 Performed
Attendance Yes
Teacher certification and misassignments Yes
Kindergarten continuance Not applicable
Independent study Yes
Continuation education No
Instructional time Yes
Instructional materials Yes
Ratios of administrative employees to teachers Yes
Classroom teacher salaries Yes
Early retirement incentive No
Gann limit calculation Yes
School accountability report card Yes

Juvenile court schools
Middle or early college high schools
K-3 grade span adjustment

Not applicable
Not applicable
Not applicable

Transportation maintenance of effort Yes
Mental health expenditures No
Educator effectiveness Yes
California Clean Energy Jobs Act Yes
After school education and safety program:
After school No
Before school No
General requirements No
Proper expenditure of education protection account funds Yes
Unduplicated local control funding formula pupil counts Yes
Local control and accountability plan Yes
Independent study-course based No
Immunizations No
Charter schools:
Attendance Yes
Mode of instruction Yes
Nonclassroom-based instruction/independent study for charter schools No
Determination of funding for nonclassroom-based instruction No
Annual instructional minutes - classroom based Yes
Charter school facility grant program No

Continuation education steps 6a and 6b were not performed because students do not receive
apportionment attendance for work experience. Continuation education step 6c was not
performed because students do not engage in independent study. Testing was not performed
for mental health expenditures because the District did not have any expenditures during
2016-17 from budget item 6100-161-0001, Provision 14 {SACS resource code 6512).
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE
{Continued)

Testing was not performed for immunizations because the District did not include any schools
that did not submit immunization assessment reports to the California Department of Public
Health or that reported a high number of conditionally enrolled students.

Since the District did not participate in the following programs during 2016-17, all steps related
to them were not performed:

Early retirement incentive
After school education and safety program
Independent study-course based

Since the District did not sponsor any charter schools that offered nonclassroom-based
instruction during 2016-17, all steps related to the following were not performed:

Nonclassroom-based instruction/independent study for charter schools
Determination of funding for nonclassroom-based instruction

Since the District did not sponsor any charter schools that received the charter school facility
grant program funding, the step related to the charter school facility grant program was not
performed.

Opinion on State Compliance

In our opinion, the District complied, in all material respects, with the state compliance
requirements referred to above that are applicable to the District for the year ended June 30,
2017.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance with the state
compliance requirements referred to above that are required to be reported in accordance with
the 2016-17 Guide for Annual Audits of K-12 tocal Education Agencies and State Compliance
Reporting, which are described in the accompanying schedule of findings and questioned costs
as items 2017-002, 2017-003, and 2017-004. Our opinion on state compliance is not modified
with respect to these matters.

The District’s response to the noncompliance findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. The District’s response was not
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.

Kl

December 15, 2017
Redding, California
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Anderson Union High School District
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2017

SECTION|
SUMMARY OF AUDITORS’ RESULTS

FINANCIAL STATEMENTS

Type of auditors’ report issued:

Internal control over financial reporting:
Are any material weaknesses identified?
Are any significant deficiencies identified?

Is any noncompliance material to financial statements noted?

FEDERAL AWARDS

Internal control over major programs:
Are any material weaknesses identified?
Are any significant deficiencies identified?

Type of auditors’ report issued on compliance for major program:

Any audit findings disclosed that are required to be reported in
accordance with 2 CFR 200.516(a)?

Identification of major programs:
CFDA No. 84.027 Special Education - Grants to States (IDEA, Part B)

Threshold for distinguishing types A and B programs:

Auditee qualified as low-risk auditee?

STATE AWARDS

Compliance over state programs:
Are any material weaknesses identified?
Are any significant deficiencies identified?

Type of auditors’ report issued on compliance for state programs:

Unmodified

No
Yes

No

No
None reported

Unmodified

No

$750,000

Yes

No
None reported

Unmodified
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Anderson Union High School District
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2017

(Continued)

SECTION Il FINDINGS
FINANCIAL STATEMENTS AUDIT

INTERNAL CONTROL (Student Body)
30000 (2017-001)

Significant Deficiency
Condition QOur tests over the student body accounts resulted in the following:
1. Four out of 17 deposits tested were not made in a timely manner.

Criteria Internal controls should be in place to ensure all deposits are made on a timely basis to ensure that
student funds are safeguarded.

Effect Without strengthening internal controls over cash receipts, student body assets may not be properly
safeguarded and expended for valid student body purposes.

Cause Due to the decentralized nature of student body account management, accounting policies and
procedures were not strictly followed.

Recommendation We recommend that procedures be implemented to strengthen internal controls over
student body funds and accounting records.

Response The District’s administration will implement procedures during the 2017-18 fiscal year to ensure
proper documentation of student body transactions and safeguarding of student body funds.
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Anderson Union High School District

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2017
(Continued)

SECTION Il FINDINGS
FEDERAL AWARDS AUDIT

None.
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Anderson Union High School District
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2017

(Continued)

SECTION IV FINDINGS
STATE AWARDS AUDIT

STATE COMPLIANCE (Local Control and Accountability Plan}
62000 (2017-002)

State Compliance

Condition The District did not maintain supporting documents that the local control and accountability plan
or approved annual update was presented to the parent advisory committee in accordance with California
Education Code, Section 52062(a)(1).

Criteria California Education Code, Section 52062(a)(1) requires that the District shall present the local
control and accountability plan or approved annual update to the parent advisory committee for review and
comment.

Effect The District is not in compliance with the requirements established by California Education Code,
Section 52062(a)(1).

Cause The District did not have meeting minutes or other supporting documents for the presentation to the
parent advisory committee. The sign-in sheet at the meeting was not maintained.

Recommendation We recommend that the District maintain documentation to support the presentation of
the local control and accountability plan or approved annual update to the parent advisory committee to
support compliance with California Education Code, Section 52062(a)(1).

Response The District's administration will adopt procedures during fiscal year 2017-18 to comply with
recommendations.

Page 94



Anderson Union High School District

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2017
(Continued)

STATE COMPLIANCE {Unduplicated Local Control Funding Formula Pupil Counts)
40000 (2017-003)

State Compliance

Condition During our testing over compliance of the unduplicated Local Control Funding Formula (LCFF)
pupil counts, using a random sample to achieve a high level of assurance for each population, we identified
the following:

Two out of four English Learner students selected for testing did not have a parent or guardian signed
notification letter or a qualifying California English Language Development Test (CELDT) on file. In addition,
there was no documentation on file to support a District-determined English Learner status.

The above students did not qualify for the unduplicated LCFF pupil count as of the October 5, 2016, census
date, however, they were included in the California Longitudinal Pupil Achievement Data System (CalPADS}
1.18 — FRPM/English Learner/Foster Youth — Student List.

Results of testing and extrapolation of the identified errors to each population are as follows:

FRPM
June 30, 2017 FRPM EL and EL Totals

District-Wide Schedule of
Unduplicated Pupil Counts
Certified total unduplicated pupil count 818 19 24 861
County office of education
adjustment - district funded county

program students 4
Audit adjustment:

Known error (2)

Extrapolation - (2) - (2)
Adjusted Total Unduplicated Pupil Counts 818 15 24 361
Certified enrollment count 1,630
County office of education adjustment 5
Total Enrollment Count 1,635
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Anderson Union High School District

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2017
(Continued)

Criteria Pursuant to California Education Code, Section 42238.02(b)(2), the District shall annually submit its
enrolled free and reduced-price meal eligibility, foster youth, and English Learner pupil-level records for
enrolled pupils using CalPADS. All support for these designations must be kept on file.

Effect The unduplicated LCFF pupil count reported in the CalPADS 1.18 — FRPM/English Learner/Foster
Youth — Student List was overstated by four students. As a result, the District's 2016-17 second principal
apportionment was overstated by 51,187, calculated as follows:

June 30, 2017

Effect of Unduplicated Pupil Count Adjustments on State Aid

Certified unduplicated pupil percentage 0.5056
Adjusted unduplicated pupil percentage 0.5048
Target supplemental grant funding as originally reported S 1,337,979
Audit adjustment (2,117}
Adjusted Target Supplemental Grant Funding S 1,335,862
Target concentration grant funding as originally reported S -
Audit adjustment -
Adjusted Target Concentration Grant Funding S -
Total audit adjustments S 2,117
2016-17 statewide gap funding rate 0.560767998
Overstatement of 2016-17 Second Principal Apportionment S 1,187

The District is required to return funding totaling $1,187 from the second principal apportionment to the
California Department of Education.

Cause The cause for the misstatements in the reported CalPADS data is unknown.

Recommendation We recommend that funding totaling 51,187 be returned to the California Department of
Education. We also recommend that the District review the annual CalPADS 1.18 — FRPM/English
Learner/Foster Youth — Student List as of the census date to determine that the unduplicated pupil count is
accurate and properly supported by underlying documentation prior to submitting this data to CalPADS.

Response The District's administration will adopt procedures during the 2017-18 fiscal year to comply with
the recommendation, and will return funding totaling $1,187 to the California Department of Education.
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Anderson Union High School District

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2017
(Continued)

STATE COMPLIANCE {Unduplicated Local Control Funding Formula Pupil Counts)
40000 (2017-004)

State Compliance

Condition During our testing over compliance of the unduplicated Local Control Funding Formula (LCFF)
pupil counts for the Anderson New Technology High School {the Charter School), using a random sample to
achieve a high level of assurance for each population, we identified the following:

One of three English Learner students selected for testing did not have a parent or guardian signed
notification letter or a qualifying California English Language Development Test (CELDT) on file. In addition,
there was no documentation on file to support a Charter School-determined English Learner status.

The above students did not qualify for the unduplicated LCFF pupil count as of the October 5, 2016, census
date, however, they were included in the California Longitudinal Pupil Achievement Data System (CalPADS}
1.18 — FRPM/English Learner/Foster Youth — Student List.

We tested 100% of students designated as English Learners; therefore, extrapolation does not apply.
Results of testing are as follows:

FRPM
June 30, 2017 FRPM EL and EL Totals

Anderson New Technology High School
Schedule of Unduplicated Pupil Counts

Certified total unduplicated pupil count 102
County office of education

adjustment - district funded county

program students -
Audit adjustment:

Known error (1)

Extrapolation - - - -
Adjusted Total Unduplicated Pupil Counts 99 2 - 101
Certified enrollment count 182
County office of education adjustment -
Total Enrollment Count 182
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Anderson Union High School District

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2017
(Continued)

Criteria Pursuant to California Education Code, Section 42238.02(b)(2), the Charter School shall annually
submit its enrolled free and reduced-price meal eligibility, foster youth, and English Learner pupil-level
records for enrolled pupils using CalPADS. All support for these designations must be kept on file.

Effect The unduplicated LCFF pupil count reported in the CalPADS 1.18 — FRPM/English Learner/Foster
Youth — Student List was overstated by one student. As a result, the Charter School's 2016-17 second
principal apportionment was overstated by $389, calculated as follows:

June 30, 2017

Effect of Unduplicated Pupil Count Adjustments on State Aid

Certified unduplicated pupil percentage 0.5056
Adjusted unduplicated pupil percentage 0.5033
Target supplemental grant funding as originally reported S 152,358
Audit adjustment (693)
Adjusted Target Supplemental Grant Funding S 151,665
Target concentration grant funding as originally reported S -
Audit adjustment -
Adjusted Target Concentration Grant Funding S -
Total audit adjustments S 6593
2016-17 statewide gap funding rate 0.560767998
Overstatement of 2016-17 Second Principal Apportionment S 389

The Charter School is required to return funding totaling $389 from the second principal apportionment to
the California Department of Education.

Cause The cause for the misstatements in the reported CalPADS data is unknown.

Recommendation We recommend that funding totaling 5389 be returned to the California Department of
Education. We also recommend that the Charter School review the annual CalPADS 1.18 — FRPM/English
Learner/Foster Youth — Student List as of the census date to determine that the unduplicated pupil count is
accurate and properly supported by underlying documentation prior to submitting this data to CalPADS.

Response The Charter School's administration will adopt procedures during the 2017-18 fiscal year to
comply with the recommendation, and will return funding totaling $389 to the California Department of
Education.
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Anderson Union High School District
CORRECTIVE ACTION PLAN
June 30, 2017

Not applicable: there are no current-year findings related to federal awards.
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Anderson Union High School District
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
June 30, 2017

INTERNAL CONTROL (Student Body)
30000 (2016-001)

Significant Deficiency

Condition Our tests over the student body accounts resulted in the following:

1.

Four out of 16 deposits tested at Anderson Union High School, West Valley High School, and
Anderson New Technology High School were not made in a timely manner. We were unable to
determine timeliness of one out of the 16 deposits since supporting documents were not
available for such determination.

Five out of 16 disbursements tested at Anderson Union High School, West Valley High Schoaol,
and Anderson New Technology High School were for questionable expenses. For these
disbursements, student body accounts were used as revolving fund accounts.

Criteria Internal controls should be in place to provide for the following:

1.

Cause Due to the decentralized nature of student body account management, accounting policies and

All deposits should be made on a timely basis to ensure that student funds are safeguarded.
Supporting documents should be kept to provide an audit trail regarding the source of the
funds, from whom it was received, and when it was received.

Student body funds should only be expended to promote the students’ general welfare, morale,
and educational experiences. Student body accounts should not be used as revolving fund
accounts.

procedures were not strictly followed.

Effect Without strengthening internal controls over cash receipts and disbursements, student body assets

may not be properly safeguarded and expended for valid student body purposes.

Recommendation We recommend that procedures be implemented to strengthen internal controls over

student body funds and accounting records.

Current Status See current-year finding in the schedule of findings and questioned costs (item 2017-001).
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Anderson Union High School District
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
June 30, 2017

(Continued)

INTERNAL CONTROL (Attendance)
10000 (2016-002)

Significant Deficiency

Condition Although the District’s procedures require attendance registers to be signed weekly, attendance
registers were signed monthly at West Valley High School and Anderson New Technology High School.
Additionally, we noted numerous instances at West Valley High School where teachers did not take
attendance each period and student absences were verified through exception reports ran at the end of the
day by the attendance office staff. Since students attend multiple classes in any given day, we were able to
verify student attendance for the sampled classes by using reports showing all students with a combination
of present/absent status.

Criteria Pursuant to Caolifornia Education Code, Section 44809 and California Code of Regulations, Title 5,
Sections 400-401, schools must maintain records of pupil attendance. These written attendance records
should be prepared daily and signed weekly by the teacher who instructed the students. The attendance
records should be properly stored to ensure that the records are available to support attendance days
claimed.

Cause Staff turns over regularly at school offices. During transitions, certain policies and procedures were
lost in training.

Effect Without strengthening internal controls over attendance reporting, average daily attendance may
not be accurately reported to the California Department of Education.

Recommendation We recommend that the District maintain written records of attendance that are
prepared daily and signed weekly by the teacher who instructed the students. The records should be
properly stored to ensure that records are available to support attendance days claimed. We recommend
that the District adopt procedures to ensure teachers are taking daily attendance to minimize absence
verification performed via end of day exceptions reports.

Current Status Fully implemented.
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Anderson Union High School District

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
June 30, 2017
(Continued)

STATE COMPLIANCE {Unduplicated Local Control Funding Formula Pupil Counts)
40000 (2016-003)

State Compliance

Condition During our testing over compliance of the unduplicated Local Control Funding Formula (LCFF)

pupil counts, using a random sample to achieve a high level of assurance for each population, we identified
the following:

Nine of 70 free and reduced price meal (FRPM) students selected for testing did not have a National School
Lunch Program (NSLP) eligibility application, or other documentation, to support the students’ eligibility for
the designation on file.

The above students did not qualify for the unduplicated LCFF pupil count as of the October 7, 2015, census
date; however, they were included in the California Longitudinal Pupil Achievement Data System (CalPADS)

1.18 — FRPM/English Learner/Foster Youth — Student List.

Upon initial discovery of an exception, District chose to have 100% of the population where the error was
found tested.

Results of testing and the identified errors to each population are as follows:

FRPM
June 30, 2016 FRPM EL and EL Totals
District-Wide Schedule of
Unduplicated Pupil Counts
Certified total unduplicated pupil count 780 7 25 812
California Department of Education
adjustment -

County Office of Education
adjustment - district funded county
program students

Audit adjustment:

Known error (9)
Adjusted Total Unduplicated Pupil Counts 803
Certified enrollment count 1,631
County Office of Education adjustment 4
Total Enrollment Count 1,635
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Anderson Union High School District

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
June 30, 2017
(Continued)

Criteria Pursuant to California Education Code, Section 42238.02(b)(2), the District shall annually submit its
enrolled free and reduced-price meal eligibility, foster youth, and English Learner pupil-level records for
enrolled pupils using CalPADS. All support for these designations must be kept on file.

Effect The unduplicated LCFF pupil count reported in the CalPADS 1.18 — FRPM/English Learner/Foster
Youth — Student List was overstated by nine students. As a result, the District’s 2015-16 second principal
apportionment was overstated by $2,428, calculated as follows:

June 30, 2016

Effect of Unduplicated Pupil Count Adjustments on State Aid

Certified unduplicated pupil percentage 0.5203
Adjusted unduplicated pupil percentage 0.5186
Target supplemental grant funding as originally reported S 1,413,962
Audit adjustment {4,620)
Adjusted Target Supplemental Grant Funding S 1,409,342
Target concentration grant funding as originally reported S -
Audit adjustment -
Adjusted Target Concentration Grant Funding S -
Total audit adjustments S 4,620
2015-16 statewide gap funding rate 0.52557616
Overstatement of 2015-16 Second Principal Apportionment S 2,428

The District is required to return funding totaling $2,428 from the second principal apportionment to the
California Department of Education.

Cause The database from which the pupil data was pulled was not properly updated to reflect the current
pupil FRPM eligibility status. These pupils do not participate in the national school lunch program.

Recommendation We recommend that funding totaling 52,428 be returned to the California Department of
Education. We also recommend that the District review the annual CalPADS 1.18 — FRPM/English
Learner/Foster Youth — Student List as of the census date to determine that the unduplicated pupil count is
accurate and properly supported by underlying documentation prior to submitting this data to CalPADS.

Current Status See current-year finding in the schedule of findings and questioned costs {item 2017-003).
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APPENDIX C

GENERAL ECONOMIC AND DEMOGRAPHIC INFORMATION FOR THE COUNTY OF
SHASTA AND THE CITY OF ANDERSON

The following i nfor rati on regarding econoimic activity within the County of Shasta (the “ County” )
and the City of Anderson (the “ City” ) are provided as background i nfor mation only to describe the general
econoimic health of the region. However, the Series C Bonds are not an obligation of the County or the City.
In addition, the Series C Bonds will be payable from an ad valorem property tax levied on all taxable
property within the District.

General

The County is located in the northern portion of California’s Sacramento Valley. Shasta County is
famous for Mt. Shasta, Shasta Dam, Shasta Lake, and is a popular tourist destination for those with alove
of the outdoors.

Population

The following table summarizes population estimates of the City, County and State from 2005
through 2017.
POPULATION ESTIMATES
City of Anderson, County of Shasta and State of California

20052017
City of Anderson County of Shasta State of California
Annual % Annual % Annual %
Y ear? Population Change Population Change Population Change

2005 9,955 — 177,717 — 36,676,931 —
2006 9,999 0.4% 179,259 0.8% 37,087,005 1.1%
2007 9,919 (0.8 180,666 0.9 37,463,600 1.0
2008 9,846 (03] 182,236 3.0 37,871,500 1.1
2009 9,969 1.2 176,756 0.3 38,255,508 1.0
20101 9,932 (04 177,223 0.4 37,253,956 (2.6
2011 9,982 0.5 177,516 0.2 37,427,946 0.5
2012 10,212 2.3 178,107 0.3 37,668,804 06
2013 10,287 07 178,953 0.5 37,984,138 08
2014 10,361 07 179,412 0.3 38,340,074 0.9
2015 10,494 1.3 179,312 o.n 38,915,880 1.5
2016 10423 (07 178,232 (0.6) 39,189,035 07
2017 10,450 03 178,605 0.2 39,523,613 09

M Asof January 1 State estimate.
@ Asof April 1 Census court.
Source: California State Department of Finance, Demographic Research Unit.



E mployment

The following table sumimari zes the labor force, employment and unempl oyment figures from 2011
through 2016 for the City, County and State.

CIVILIAN LABCR FORCE, EMPLOYMENT AND UNEMPLOYMENT RATE
City of Anderson, Shasta County and the State of California

2011-2016"
Y ear Area Labor Force Employment U nermployment UnerployrmentRate
City of Anderson 4,500 3,700 800 18.3%
2011 County of Shasta 82,500 70,200 12,300 14.9
State of California 18,417,900 16,249,600 2,168,300 1.7
City of Anderson 4,400 3,700 700 16.4%
2012 County of Shasta 81,600 70,800 10,800 13.3
State of California 18,519,000 16,589,700 1,929,300 10.5
City of Anderson 4,300 3,800 600 13.6%
2013 County of Shasta 80,900 72,100 8,800 10.9
State of California 18,596,800 16,933,300 1,663,500 8.9
City of Anderson 4,100 3,700 500 11.5%
2014 County of Shasta 75,400 68,100 7,300 9.7
State of California 18,811,500 17,397,140 1,430,973 8.9
City of Anderson 4,100 3700 400 9.2%
2015 County of Shasta 74,300 68,600 5,800 77
State of California 18,893,200 17,723,300 1,169,900 6.2
City of Anderson 4,100 3800 300 8.2%
2016 County of Shasta 74,700 69,500 5,200 6.9
State of California 19,102,700 18,065,000 1,037,700 54

0 The unemployment rate i s computed from unrounded data and may differ from rates computed from rounded figures.
Source: California E mployment Development Department. March 2016 Benchmark.

[Remainder of Page Intentionally L eft Blank]
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Industry
The fdlowing table summarizes wage and salary employment in the County from 2012 to 2016.

ANNUAL AVERAGE INDUSTRY EMPLOYMENT

County of Shasta

2012-2016

2012 2013 2014 2014 2015 2016
Farm 800 900 900 900 900 900
Mining, Logging and Construction 2,700 2,800 2,800 2,800 3,000 3,200
Manufacturing 2,200 2,200 2,300 2,300 2,400 2,500
Wholesale Trade 1,500 1,500 1,500 1,500 1,700 1,700
Retail Trade 8,600 8,700 8,800 8,800 9,200 9,400
Transportation, Warehousing and Utilities 1,700 1,700 1,800 1,800 1,800 1,800
Information 600 700 700 700 700 700
Financial Activities 2,400 2,500 2,500 2,500 2,600 2,600
Professional and B usiness Services 5,000 5,400 6,000 6,000 6,300 6,800
Education and Health Services 12,400 13,700 14,300 14,300 14,400 14,900
Leisure and Hospitality 6,300 6,400 6,600 6,600 6,700 6,700
Other Services 2,500 2,500 2,400 2,400 2,300 2,300
Government 12,500 12,500 12,600 12,600 12,700 12,900
Total All Industries 59,200 61,400 63,300 63,300 64,500 66,100

Nate: Data may not add up due to rounding. March 2016 Benchmark.
Source: California Employment Development Department.
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L argest E mployers

The largest employers in the County are listed in the following table in al phabetical order without
regard to the number of employees.

LARGEST EMPLOYERS

County of Shasta
2017
Employer Location Industry
Ave's Audio Visual Equipment Redding AudioVisual Equipment & Supls (Whls)
B ethel Church Redding Churches
B lue Shield of California Redding Insurance
Forest Service Redding Fire Departiments
Horme Depot Redding Horre Centers
JF Shea Construction Inc Redding B uilding Contractors
Lassen Canyon Nursery Redding Nurserymen
Mayers Memorial Hosp-B urney Bumey Clinics
Mayers Memorial Hospital Fall River Mills Hospitals
Mercy Medical Ctr Redding Redding Hospitals
North State Groc Inc-Main Ofc Cottonwood GrocersR etail
Redding L umber Transport Inc Redding Trucking
Shascade Cormmunity Svc Redding Social Service & Welfare Organizations
Shasta College Redding Schools-Universities & Colleges Acadermic
Shasta Community Health Ctr Redding Clinics
Shasta County Admin Office Redding Government Offices-County
Shasta Nursery Anderson Nurserymen
Shasta R egional Medical Ctr Redding Hospitals
State Cormpensation Ins Fund Redding Government Offices-State
Transportation Department Redding Government Offices-State
US Post Office Redding Post Offices
Vibra Hospital of Northern Ca Redding Hospitals
Victor Treatment Cir Redding Residential Care Horres
Walmart Supercenter Redding Department S tores
WinRiver Resort & Casino Redding Casinos

*Employer information is pravided by Infogroup. In some instances, the comparty shown here may have its headquarters in the County, but the
employees are actually located throughout the State.
Saurce: Employment Development Department L abor Market |nformation.

[Remainder of Page Intentionally L eft Blank]
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The largest employers in the City are listed in the following table.

LARGEST EMPLOYERS
City of Anderson

2016
Ermployer Employees

W almart Supercenter 303
Oak River (Rehab Specialties) Inn 205
Anderson Union High Schoadl District 200
Cascade Union Elementary Schodl District 122
Safeway 113
Pre-Employ.com 87
City of Anderson 56
V corwood Company 47
Steiner’ sRV 43
Byerly’s R estaurant, Inc. 41

*Emplaver infarmation is pravided by City business license recards and the California Employment Davelopment Department. |n some
instances, the compary shawn here may have its headquarters inthe County, but the emplaoyees are actually located throughout the State.
Source: City of Anderson, Comprehensive Annual Financial Report for year ending June 30, 2016.
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Personal | ncome

The following table shows of per capita personal income for the County, State of California and
the United States from 2006 through 2016.

PER CAPITA PERSONAL INCOME®
County of Shasta, State of California, and United States

20062016
State of

Y ear County of Shasta California United States
2006 $33,810 $41,623 $38,127
2007 35,258 43,152 39,804
2008 35,139 43 608 40,873
2009 4,547 41,587 39,379
2010 35,249 42,282 40,144
2011 36,805 44,749 42,332
2012 37,938 47,505 44,200
2013 38,780 48,434 44,765
2014 38,511 51,344 46,494
2015 41,044 54,718 48451
2016 42411 56,374 49,246

M Per capita personal income isthe total personal income divided by the total mid-year population estimates of the U.S. Bureau
of the Census. All dallar estimates are in current dollars (not adjusted for inflation).
Saurce: U.S. Department of Commerce, B ureau of Ecanomic Analysis.

Retail Sales
The fdlowing tables summarize taxable sales in the County and the City between 2009 and 2015.

TAXABLE SALES
County of Shasta
20092015
(Ddllars in Thousands)

Retail and Food Total Outlets
Retail Service Taxable Total Taxable
Y ear Permits Transactions Permits Transactions
2009 3,428 $1,611,868 5373 $2,307,100
2010 1,887 1,298,331 2,989 1,614,608
2011 1,922 1,384,632 3014 1,730,651
2012 3,821 1,915,713 5773 2,642,280
2013 4,653 2,007,897 6,569 2,804,362
2014 4,945 2,025,336 6,904 2,816,992
2015 5433 2,041,727 8,021 2,867,816

Source: Taxable Sales in California (Sales & Use Tax), California Board of Equalization.
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TAXABLE SALES
City of Anderson
20092015
(Ddllars in Thousands)

Retail and Food Total Outlets

Service Taxable Taxable
Year Retail Permits Transactions Total Permits Transactions
2009 271 $151,628 414 $186,291
2010 279 151,916 421 180488
2011 282 159,941 429 193,886
2012 318 171,845 467 201,060
2013 490 175,546 638 208,593
2014 604 178,829 768 213412
2015 705 185,333 915 221,184

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

PROPOSED FORM OF OPINION OF BOND COUNSEL

Upon issuance and delivery of the Series C Bonds, Orrick, Herrington & Sutcliffe LLP, Bond
Counsel to the District, proposes to render its final approving opinion with respect to the Series C Bonds
in substantially the following form

[Date of Delivery]

Anderson Unionh High Schod District
Anderson, California

Anderson Union High School District
(Shasta County, California)
Election of 2012 General Obligation Bonds, Series C
(Final Opinion)

Ladies and Gentlemen:

W e have acted as bond counsel to the Anderson Union High School District (the “District”), which
is located in the County of Shasta (the “County”), in connection with the issuance by the District of
$2,300,000 aggregate principal amount of bonds designated as “Anderson Union High Schod District
(Shasta County, California) Election of 2012 General Obligation Bonds, Series C” (the “Series C Bonds”),
representing part of an issue in the aggregate prindpal amount of $12,300,000 authorized at an election
held in the District on November 6, 2012. The Series C B onds are issued under and pursuant to a resolution
of the Board of Trustees of the District adopted on]J anuary 16, 2018 (the “Resolution”).

In such connection, we have reviewed the Resdlution, the Tax Certificate of the District, dated the
date herecof (the “Tax Certificate”), certificates of the District, the County and others, and such other
documents, opinions and matters to the extent we deemed necessary to render the gpinions set forth herein.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may be
affected by actions taken or omitted or events occurring after the date hereof. W e have nat undertaken to
determine, or to inform any person, whether any such actions are taken or omitted or events do occur or
any other matters corme to our attention after the date hereof. Accordingly, this letter speaks only as of its
date and is not intended to, and may not, be relied upon or atherwise used in connection with any such
actions, events or matters. Our engagement with respect to the Series C Bonds has conduded with their
issuance, and we disclaim any obligation to update this letter. We have assumed the genuineness of all
documents and signatures presented to us (whether as originals or as copies) andthe due and legal execution
and delivery thereof by, and validity against, any parties other than the District. W e have assurmed, without
undertaking to verify, the accuracy of the factual matters represented, warranted or certified in the
docurments referred to in the second paragraph hereof. Furthermore, we have assumed compliance with all
covenants and agreements contained in the Resolution and the Tax Certificate, including, without
limitation, covenants and agreements compliance with which is necessary to ensure that future actions,
omissions or events will not cause interest on the Series C Bonds to be included in gross income for federal
income tax purposes. W e call attention to the fact that the rights and obligations under the Series C B onds,
the Resolution and the Tax Certificate and their enforceability may be subjed to bankruptoy, insolvency,
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receivership, recrganization, arrangement, fraudulent conveyance, moratorium and other laws relating to
or affecting creditors’ rights, to the application of equitable principles, to the exercise of judidia discretion
in appropriate cases and to the limitations on legal remedies against schod districts or counties in the State
of California. W e express noopinion with respect to any indemnificati on, contribution, liquidated damages,
penalty (including any remedy deemed to constitute a penalty), right of set-off, arbitration, judidal
reference, choice of law, choice of forum, choice of venue, non-exdusivity of remedies, waiver or
severability provisions contained in the foregoing documents, nor do we express ary opinion with respect
to the state or quality of title to or interest in any of the assets described in or as subject to the lien of the
Resdlution, or the accuracy or sufficiency of the description contained therein of, or the remedies available
to enforce liens on, any such assets. Our services did not indude financial or other non-Hegal advice.
Finally, we undertake no responsibility for the accuracy, completeness or fairness of the Official Statement,
dated February 6, 2018, or other offering material relating to the Series C Bonds and express no opinion
with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the
fdlowing opinions:

1. The Series C B onds constitute valid and binding obligations of the District.

2. The Resolution has been duly and legally adopted and constitutes a valid and binding
obligation of the District.

3. The Baoard of Supervisars of the County has power and is obligated to levy ad valorem
taxes without limitation as to rate or amount upon all property within the District’s boundaries subject to
taxation by the District (except certain personal property which is taxable at limited rates) for the payment
of the Series C Bonds and the interest thereon.

4, Interest on the Series C Bonds is excluded from gross income for federal income tax
purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California
personal income taxes. |nterest on the Series C Bonds is nat a specific preference item for purposes of the
federal alternative minimum tax. W e express no opinion regarding other tax consequences related to the
ownership or disposition of, or the amount, accrual or receipt of interest on, the Series C Bonds.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP
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APPENDIX E

FORM OF CONTINUING DISCLOSURE CERTIFICATE

THIS CONTINUING DISCLOSURE CERTIFICATE (this “Discosure Certificate”) is
executed and delivered by the Anderson Union High Schoal District (the “ District”) in connection with the
issuance of $2,300,000 aggregate principal amount of Anderson Union High Schodl District (Shasta
County, California) Election of 2012 General Obligation Bonds, Series C (the “Bonds”). The Bonds are
being issued pursuant to a resol ution adopted |y the Board of Trustees of the District onJanuary 16, 2018
(the “Resolution”). The District covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the District for the benefit of the Holders and B eneficial Owners of the B onds and in orcer
to assist the Participating Underwriter in complyingwith Securities and Exchange Comimission Rule 15¢2-
12(b)(5).

Section 2. Definitions. |n addition to the definitions set forth in the Resolution, which apply to
any capitalized term used in this Disclosure Certificate unless ctherwise defined in this Section, the
fdlowing capitalized terms shall have the fdlowing meanings:

“Annual Report” shall mean any Annual Report provided by the District pursuant to, and as
described in, Sections 3 and 4 hereof.

“Beneficial Owner” shall mean any person which has or shares the power, directly or indirectly, to
make investment decisions concerning ownership of any B onds (including persons holding B onds through
nominees, depositories or other intermediaries).

“Dissemination Agent” shall mean Isom Advisors, a Division of Urban Futures, Inc., or any
successor Dissermination Agent designated inwriting by the District and which has filed with the Districta
written acceptance of such designation.

“Holder” shall mean the person in whose name any B ond shall be registered.
“Listed Events” shall mean any of the events listed in Section 5(a) or (b hereof.

“MSRB” shall mean the Municipal Securities Rulemaking B oard or any cther entity designated or
authorized by the Securities and Exchange Commission to receive reports pursuant to the Rule. Uniil
ctherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB
are to be made through the Electronic Municipal Market Access (EMMA) website of the MSRB, currently
located at http: /emma.msrb.org.

“Official Statement” shall mean the Official Statement, dated February 6, 2018 (including all
exhibits or appendices thereto), relating to the offer and sale of Bonds.

“Participating Underwriter’ shall mean any of the original underwriters of the Bonds required to
comply with the R ule in connection with offering of the B ondk.

“Rule” shall mean Rule 15¢c2-12(b)(5) adopted by the Securities and Exchange Comrmission under
the Securities Exchange Act of 1934, as the same may be amended fromtime to time.
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Section 3. Provision of Annual Reports. (a) The District shall, or shall cause the Dissemination
Agent to, hot later than nine months after the end of the District’s fiscal year (which due date shall be April
1 of each year, solong as the fiscal year ends onJ une 30), commencing with the report for the 20172018
Fiscal Y ear (which is due not later than April 1, 2019), provide to the MSRB an Annual Report which is
consistent with the requirements of Section 4 hereof. The Annual Report must be subimitted in electronic
format, accompanied by such identifying information as is presaibed by the MSRRB, and may cross—
reference cther information as provided in Section 4 hereof; provided, however, that the audited finandal
staterments of the District may be submitted separately from the balance of the Annual Report and later than
the date required above for the filing of the Annual Report if they are not available by that date. If the
District’s fiscal year changes, it shall give notice of such change in the samme manner as for a Listed Event
under Section 5¢&) hereof. The Annual Report shall be submitted on a standard form in use by industry
partici pants or other appropriate form and shall identify the B onds by name and CUSIP number.

(b Nat later than 15 business days prior to the date specified in subsection (a), the District
shall provide the Annual Report to the Dissemination Agent (if other than the District). If the District is
unable to provide to the MSRB an Annual Report by the date required in subsection (), the District shall
send a nctice in a timely manner to the MSRB, in substantially the form attached as Exhibit A.

(© The Dissemination Agent shall:

1)) (if the Dissemination A gent is other than the District), provide any Annual
Report received by it to the MSRRB as provided herein; and

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

Section 4. Content of Annual Reports. The District’s Annual Report shall contain or include by
reference the following:

(@ Audited financial statements of the District for the preceding fiscal year, prepared in
accordance with the laws of the State of California and including all staterments and information prescribed
for inclusion therein by the Contrdler of the State of California. If the District’s audited finandial
staterments are not available by the time the Annual Report is required to be provided tothe MSRB pursuant
to Section 3(a) hereof, the Annual R eport shall contain unaudited finandal statements in a format similar
to the financial statements contained in the final Official Statement, and the audited financial statements
shall be provided to the MSRB in the same manner as the Annual R eport when they become available.

(b To the extent hot included in the audited financial staterments of the District, the Annual
Report shall also include the fdlowing:

(i State funding received by the District for the last completed fiscal year;

(ii) Average daily attendance of the District for the last completed fiscal year;

(iii) Outstanding indebtedness, as of the last completed fiscal year;

(iv) Summary financial information on revenues, expenditures and fund
balances for the District’s general fund reflecting adopted budget for the current fiscal
year;



(Q

W) I nformation regarding total assessed val uation of taxable properties within
the District for the then—current fiscal year as shown on the most recent equalized
assessment rae, if and to the extent provided to the District by the County of Shasta (the
i Countyu ),

(vi) If the County no longer includes the tax levy for payment of the Bonds in
its Teeter Plan, the property tax levies, callections, and delinquencies for the District for
the most recently completed fiscal year; and

(vii)  Information regarding the twenty taxpayers with the greatest combined
ownership of taxable properties in the District for the then-current fiscal year, as measured
by secured assessed valuation, including the amount of their respective taxable value and
their percentage of total secured assessed value of properties within the District, if and to
the extent provided to the District by the County; and

In addition to any of the information expressly required to be provided under

subsections (a) and (b} hereof, the District shall provide such further information, if any, as may be
necessary to make the spedcifically required statements, in light of the circurmstances under which they are
made, not misleading.

Any or all of the iters listed above may be set forth in one or a set of documents or may be included
by specific reference to other documents, induding official statements of debt issues of the District or
related public entities, which have been made available to the public on the MSRB’s website. The District
shall clearly identify each such ather document so included by reference.

Section 5. Reporting of Significant Events. (a) The District shall give, or cause to be given,
notice of the occurrence of any of the following events with respect to the Bonds in a timely manner not
later than ten business days after the occurrence of the event:

(i principal and interest payment delinquendies;

(i) unscheduled draws on debt service reserves reflecting finandal
difficulties;

(iii)  unscheduled draws on credit enhancements reflecting finandal
difficulties;

(iv)  substitution of the credit or liquidity providers or their failure to perform;

(\%)] aclverse tax opinions or issuance by the Internal Revenue Service of
proposed or final determination of taxability or of a Natice of Proposed 1ssue (IRS Form
5701 TEB);

(vi) tender offers;

(vii)  defeasances;

(viii)  rating changes; or

(i) bankruptcy, insolvency, receivership or similar event of the obligated
person.



For the purposes of the event identified in subyparagraph (ix), the event is considered to occur when
any of the following occur: the appointment of a receiver, fiscal agent or similar officer for an cbligated
person in a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal
law inwhich a court or governmental authority has assumed jurisdiction over substantially all of the assets
or business of the obligated person, or if such jurisdiction has been assumed by leaving the existing
governmental body and officials or officers in possession but subject to the supervision and orders of a
court or governmental authority, or the entry of an order confirming a plan of reorgani zation, arrangement
or liquidation by a court or governmental authority having supervision or jurisdiction over substantially all
of the assets or business of the obligated person.

(b The District shall give, or cause to be given, natice of the occurrence of any of the fdlowing
events with respect to the Bondk, if material, in a timely manner not later than ten business days after the
occurrence of the event:

(i unless described in paragraph 5(a)(v) hereof, other material notices or
determinations by the Internal Revenue Service with respect to the tax status of the Bonds
or other material events affecting the tax status of the B onds;

(i) modifications to rights of Bond Holders;

(iii) optional, unscheduled or contingent B ond calls;

(iv) release, substitution, or sale of property securing repayment of the B onds;
(\%)] non-payment related defaults;

(vi) the consummmation of a merger, consdidation, or acquisition invalving an
obligated person or the sale of all or substantially all of the assets of the obligated person,
cther than in the ordinary course of business, the entry into a definitive agreement to
undertake such an action or the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms; or

(vii)  appointment of a successor or additional paying agent or the change of
name of a paying agent.

(o] The District shall give, or cause to be given, in a timely manner, notice of a failure to
provide the annual finandal information on or before the date specified in Section 4 herecf, as provided in
Section 4(b) hereof.

(d W henever the District obtains knowledge of the occurrence of a Listed Event described in
Section 5(b) hereof, the District shall determine if such event would be material under applicable federal
securities laws.

(e If the District learns of the occurrence of a Listed Event described in Section 5(a) hereof,
or determines that knowledge of a Listed Event described in Section 5(b) hereof would be material under
applicable federal securities laws, the District shall within ten business days of occurrence file a natice of
such occurrence with the MSRB in electronic format, accompanied by such identifying information as is
prescribed by the MSRB . Notwithstandingthe foregoing, nctice of the Listed Event described in subsection
(b)(iii} need not be given under this subsection any earlier than the natice (if any) of the underlying event
is given to Holders of affected B onds pursuant to the Resol ution.
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Section 6. Termination _of Reporting Obligation. The District’s obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all
of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the District shall give
hotice of such termination in the same manner as for a Listed Event under Section 5(e) hereof.

Section 7. Dissemination Agent. The District may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The
Dissemination Agent shall not be responsible in any manner for the content of any notice or report prepared
by the District pursuant to this Disclosure Certificate. The initial Dissemination Agent shall be Isom
Advisors, a Division of Urban Futures, Inc.

Section 8. Amendment; Waiver. Notwithstanding any cother provision of this Disdosure
Certificate, the District may amend this Disclosure Certificate, and any provision of this Disdosure
Certificate may be waived, provided that the falowing condiitions are satisfied:

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

(b the undertaking, as amended or taking into account such waiver, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the R ule at
the time of the original issuance of the Bonds, after taking into account any amendments of
interpretations of the Rule, as well as any change in circurstances; and

(© the proposed amendment or waiver either (i) is approved by the Hdders in the
same manner as provided in the Resolution for amendments to the R esol ution with the consent of
Hdlders, or (ii) does nat, in the opinion of nationally recognized bond counsel, materially impair
the interests of the Holders or Beneficial Owners of the B onds.

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the District
shall describe such amendment in the next Annual Report, and shall indude, as applicable, a narrative
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a change
of accounting principles, on the presentation) of finandal information or operating data being presented by
the District. In addition, if the amendment relates to the accounting principles to be followed in preparing
financial statements, (i) naotice of such change shall be given in the sarme manner as for a Listed Event under
Section 5(&) hereof, and (ii) the Annual Report for the year in which the change is made should present a
comparison (in narrative form and also, if feasible, in quantitative form) between the financial statements
as prepared on the basis of the new accounting principles and those prepared on the basis of the former
accounting principles.

Section 9. Additicnal Information. Nathing in this Disclosure Certificate shall be deermed to
prevent the District from disseminating any other information, using the means of dissemination set forth
in this Disclosure Certificate or any other means of communication, or including any other information in
any Annual Report or notice of occurrence of a Listed Evernt, in addition to that which is required by this
Disclosure Certificate. |f the District chooses to include any information in any Annual Report or notice of
occurrence of a Listed Event in addition to that which is specifically required by this Disd osure Certificate,
the District shall have no obligation under this Certificate to update such information or indude it in any
future Annual Report or notice of occurrence of a Listed Event.




Section 10. Default. Inthe event of a failure of the District to comply with any provision of this
Disclosure Certificate, any Holder or Benefidial Owner of the Bonds may take such actions as may be
hecessary and appropriate, including seeking mandate or specific performance by court order, to cause the
District to comply withits obligations under this Disd osure Certificate; provided, that any such action may
be instituted only in Superior Court of the State of California in and for the County of Sonoma orin U.S.
District Court in or nearest to the County of Sonoma. A default under this Disclosure Certificate shall not
be deermed an event of default under the Resclution, and the sole remedy under this Disclosure Certificate
in the event of any failure of the District to comply with this Disdosure Certificate shall be an action to
compel performance.

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

Section 12. Benefidaries. This Disclosure Cettificate shall inure solely to the benefit of the
District, the Dissemination Agent, the Participating Underwtriter and Holders and B eneficial Owners from
time to time of the B onds, and shall create norights in any other person or entity.

Datect February 21, 2018
ANDERSON UNION HIGH SCHOOL
DISTRICT

By:

ACCEPTED AND AGREED TO:
ISOM ADVISORS,

A DIVISION OF URBAN FUTURES, INC,,
as Dissemination Agent

By:

Managing Principal

E-6



EXHIBIT A

NOTICE TO THE MUNICIPAL SECURITIES RULEMAKING BOARD
OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: ANDERSON UNION HIGH SCHOOL DISTRICT

Name of Issue: Anderson Union High Schod District (Shasta County, California) Election
of 2012 General Obligation Bonds, Series C

Date of Issuance: February 21, 2018

NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with respect to the
above-named B onds as required by Section 4 of the Continuing Disdosure Certificate of the District, dated
February 21, 2018. [The District anticipates that the Annual Report will befiledby ___ i

Dated:

ANDERSON UNION HIGH SCHOOL
DISTRICT
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APPENDIX F

SHASTA COUNTY STATEMENT OF INVESTMENT POLICY
AND QUARTERLY INVESTMENT REPORT

The fdlowing information has been furnished by the Office of the Treasurer and Tax Collector,
County of Shasta. It describes (i) the policies applicable to investrrent of District funds, including bond
proceeck and tax levies, and funds of cther agencies held by the Treasurer and Tax Cdllector and (ii) the
composition, carrying amount, market value and other information relating to the investrment poal. F urther
information may be obtained directly fromthe Treasurer and Tax Collector, County of Shasta, 1450 Court
Street, Suite 227, Redding, California 96001.
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Shasta County Treasurer
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INVESTMENT POLICY STATEMENT
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INVERTMENT POLICY STATEMERNT
pf the
%%&@T& EAFIRTY T REARE RE 2

APPLICATION AND SCOPE

activities of the treasurer telating o the manapement; nvestment andfor deposit of inves

faids i the possession oy Grder the canteol OF this reasurér;

As ke in Uy policy, "rédsurer” miclicdes the person elected 1 the office of Bhas
Coupty Treasurer-Tax Colicetor-Publie Administvator, the Chicl Deputy Tretsurer-Publig
Administrator. Treasury Cashicers, and all other persons acting in theit capacity as deputies or

agenty of the treasurer. The term "depariment head” means the person elected to the office of

Shasta County Treasurer-Tax Collector-Public Administrator, The term "lnvesmment Otficer

medans the person elected wipftice of the Shasta County Treasurer-Tax Collector-Public ™

Administrator andior the Chief Deputy Treasurer-Fublic Administrator,

prigue requirements imposed by sta e ot incorpovated in this debt instrurbernts orido
authoFZinG the i ssiiince hereo! is approved By the antharizing legistative body, In the

a conflict between any provision of this policy and any provision relating to the financing, the
provision specilic 1o the financing will prevail.

TERM

15, and shall remain in.effectunil 1is prmended

This solicy 15 elieadve Tuly 2
replaced by the Shasia County lreasuter Tax Collector-Public: Admimistrator and the new be

amended policy has been submitted torand approved by the Shasta County Board of Supervisors
and the Shasta County Treasury Oversight Committee.

FLIGIBILITY AND CONTINUING EDUCATION
The Board of Supervisors enacted Ordinance SCC97-1 relating to eligibility and
contimuing education requirements for the office of Treasurer-Tax Collector. Said requirements

are hereby applied w0 the position of Chief Deputy Treasurer-Public Administrator except that
any certifications required 10 be filed by the Treasurer-Tax Collector with the State Controller
shall in the case of the Chael Deputy Treasurer-Public Administrator be filed with the Treasyrer-
Tax Collector-Public Administrator.




PRUDENT INVESTOR

%oept as provided i subdivision (a)of Section 27000

Crovernment Code 5360073,
poverning bodies ol local dgendios or persons anthorized 10 make vestimen decisions

of those Toval agencies Tnvesting publit funds pursuant 1o thig Chapter are tragees and 1

fducianies sublect wi the pradent investor standard, . Whenrinvesting, teinvesting, purch

acquiring, exchanging selling, or wanapging public funds, &' fristol shall act with care, s

trnstances then prevaihing: lnchading, bur ot himi

s anticipated needs of the agency. that A prodent

pridence, and diligence under the o

il

the general econpmic conditions and

aeting e hike capacily and femn By with those paiters wonld useanthe vonduet pif

alikee chatacter and with ke alms: o satepuard the principal-dnd mainlam the Hguidity

the ggeney. Within the Thnitations of this section and tonsidering individual investmén

» be acquired as authornized by law,

OVERVIEW

Linlesy otherwise wiited, ol references o staines conlainkd horein are o pravis

-

Crovernment Code ofthe State el O

The Shasta County Tresswrersax Collector-Public Adpiisiralor s responsible

opcration:of a-cask mgnagement and Investment program pursuant withe provisions ot Seefion
53635 et seq. of the Government Code: H the Shasta County Board of Supervisors enacts an
ordinance pursuant 1o the provisions of Section 270011 delegating the Board's authority o
invest or re-invest the funds of the Coiimty and the funds of other depositors in the County
freasury, pursuant o Chapter 4 {commencing with Section 336001 of Part | of Division 2t Title
5, the treasurer shall thereafler assume full responsibility for those transactions untl the Board of

Supervisors, by ordinance; seviokes i delegation of authority, Diuning the term of any sut

delegation, should that veeur, the provisions of this policy shall apply toany vestment
under such delegated authority.

The cash management and investinent program is conducted ona "pooled” basis. The
"mool” consisis of "investable” funds belonging to the County of Shasta and a multitude of ather
local apencies. primarily school districts and special districts. Investable funds exist when the
treasury halance exceeds the daily cash flow requiremenis of the treasury, The legislature has
tfound and declared that by pooling deposits from local agencies and other participants, county
treasuries operate n the public interest when they consolidaie banking and investment activities,
reduce duplication, achieve economics of scale. and carry out coberent und consolidated

ivestment strateygies,




When investing, relnvesting. purchasing. acquiring. exchanging. selling and managing
public funds. the primary obiective of the County Treasurer shall be to safeguard the principal of
thie: fundds under Jigof hercontrol The secondary phjediive shall be to meet the liguidi s

of the depositor: Thethird objecive Rl B o aehiove wreturm o th funds nnder bis

dontril This policy aviconseretod o meetthose oblectives;

AUTHOBO R INVERTMENT

By statite (Séetion 33635), th
investment pordalin. Forpurposes of this policy, the term Uinvesiment portfolin” medn

pllowing nstrumenis wre eligible foriclusion t

investments which produce earmings that sre apporfisned 1o pool participants based on the
hig
section specifies a percentage Himitation for a particular caiegory of investment, thal percentage

participants gverage daily baignoes I the treasury during the apportionment perlod; Wh

is applicable only at the date of purchase. Investments in these instruments are subject tothe
limitations. restrictions or parameters contained in the policy language following each

description:

A Bonds issibd by the locals
from @ revenueproducing property owned, controlied or oporated by the loc

agency or by a departmerd, board, agéncy. or anthionty obibe logal agency.

Poficy: For prurpasesaf this palicy, the term "ocal agency” means the Coumty of
Shasta. Shall nor exceed rwo vedrs remuaining (o maturity and the iorol
invested in instrumenis of this tpe shall not exceed 5% of the porifolio.

Each investment of this tvpe shall hove specific written autlhorizatlon of

the depurimesst head

which the faith and credit'ef the United States are pledged for the pavment of
principal and interest.

Policy: Fxcept for sreasury bills, which mey be ageguired withaut limi,
investments of this type shall not exceed five vegrs remaining to maeurity,

€. Repistered state warrants Or treasury notes or bonds of this state. including bends
pavable solely out of the revenues from a revenue-producing property owned,
controlled or operated by the state or by a department, board, agency or authority of

the siate,




e

Policy: Shali not exceed pvo years remaining to maturity, and the wtal ivésted
 instriments of this fype shall not exceed 10% of the porifolio. Each

ivestment o thiv sype sholl have specific written suthorization
depariment sl Ay Such writren quthorizaiion reloting to. v ek

weirpkenly vhe

ol o sigtement thol e deplivimeny iibded exy
Bused on ciréumstanges ther present. that the woarpgniwill be redasmer]

willlen owie, Ve

Bonds: sotes, warninls o sther pvidences of indebledneis of any Toeal agency-within
thig sware: ineluding bondipavable solelv out-of the revenues from'a revenue
sroducing property owned,; controtled or operated by the Jobal agencyor by
department, bourd, agency orauthority of the local apency,

Policy: Fay purposes of this policy. the term "anvloval agency within thisstate”

means local agencies other than the Counly of Shasta whose Junds are

Tennessee Valley Authority, or in obligations, participations, or other instruments of,
or issued by, or fully guaranteed as to principal and interest by, the Federal National
Mortgage Association; or i guaranteed portions of Small Business Administration
notes; or in obligations, participations, or other instruments of, or issued by, 4 federal
agency or a United States government-sponsored enferprise.

Polive: Shall not exceed five vears Femipinivig to marurity duwd the toial |
it instrumenis of this type shall nor exceed 80% of the porifolic and no
single issuer shall exceed 209 of the portfolio. No investment shall be

mgde b Sl Bivdness Adminisiration notes.

Bills of exchange or time drafis drawn on and accepted by a commercial bank,
otherwise known as bankers’ acceptances, Purchases of bunker’s aceeptances fiay
not exceed 180 days maturity or 40 percent of the agency's surplus funds, which may
be invested pursuant to this section: However. no more thaw 30 percent of the
agency's surplus funds may be invested in the banker’s acceptances of any one

commercial bank pursuant 1o this section.




i

H.

Palicy: The total invested in Instruments of this tvpe shall not exvceed 33% of the
porifelio; and no single issuer shall exceed 109 of the portfolio. 1 ﬁzs;?

issuer muse have aominimpm fong-term credit ravnp of A from S
& Poar's Corporition amd AL from: Moody's Tivestor Sesvice; In

fssuer i hrascl of o foréion bank, the Investmint mist meen th
Standard and Buve the Specific written cunhorization of the depi

heel

Consercial paper of Mprune! guality of the highest ranking or of the highes
and numierical tHang as
arpanization (NEERG).
are organized and operating within the Linited States und Baving ol assets i
of five hundred million doltars (§500,000.000) and having an "A-1" or htghcr rating
hy an NRSRO. Purchase of ¢ligible commereial paper may not exceed 270 days
maturity nor represent more than 10 percent of the outstanding paper of an issuing
corporation. Purchases ofCommercial paper tiay tol excked 40 petcenitof g

ek may beipvesed purspant 1o this section

wided Tor bvoa nationally recognized statistical ta
bpible paperis firher hmited o dssuing corporati

ApUneys surplus mioney wh

Palicy, Shall Bor pxcedd 270 devs vomatning 16 natue ity and $hall nol e
20501 e gssa:a,ﬁ;;gfm No:siigie isvier-shall exteed 4% of the po

Negotiable certilicates of deposit ssucd by a nationally or state-chartered bank. a
savings association or a federal association. a state or federal credit union. federaily
chartered branch of forcign banks (vankee banks), or by a federally licensed or state-
Heensed branch of a forcign bank. Purchases of negotiable certificates ol deposit
shatl not exceed 30 percentof the agency's surplus money, that may be invested
pursiant 16 this section,  Foi purposes of this section, negoviable gertilicates
deposit do not pore within Article 2 (commencing Wwith Seotion 33630, excer
the amount so invested shall be subject 1o the lmitations of Section 53638. For
purposes of this section, the legislative body of a local agency and the treasurer or

other official of the local agency having legal custody of the moneys are prohibifed
from depositing or investing local agency funds, or funds in the custody of the local
ggency, in negotiable cortificates of deposit issued by a state or federal credit ugion if
a memberof the lepistative body of the local agency. or an emplovee of the
Administrative Officer. Manager's Office. budget office. Auditor-Controller's Oilice
or Treasurer's Office of the local agency also serves on the board of directors, or any
comumittee appointed by the board of directors or the credit commitiee or supervisory
commitice of the state or federal eredit umion 1ssuing the nepotiable cernficates of

deposit.




Palicy” Shall not exceed one vear remaining to maturity ond shatl not exiesd

12}

(3

(4}

excedded i the iransaction exvedding S 200 [imid 35 of i duvaios of 30

aervr o Tedn No single Tesuer shell exceed 3% of the parifoliv

livestments v repuarchiise agreements OF réverie repuirchase agroome

secutities authorived by this section, 5o hong a5 the aoreements ane 4u

this subdivision, ineluding the delivery requirerments specified i this

Lriviestritiints in to gt hage Apreements may be madeon any thviestme
authorized inthis
year. l'he market value of securities that imderlie a repurchase agresment shall

crion, when the derm ol the sprdement dbes oot ¢ ong

be valued at 102 percent or groater of the funds borrowed against those
securittes and the value shall be adjnsted no Tess than guarteriy. Since the

W

miarket value of the Undedlying seourities s subjedt to daily market

Réverse repurchase-agresments fiay be utliaed only when all of the 1

conditions are met:

{(a}  The security to be sold on reverse repurchase agreement has been.owned
and fully paid for by the Tocal agency for a mimmum of 30 davs prior to
sale, the total of all reverse repurchase agreements on invesiments owned

bythie Jocal ageiey does det exeetd 20 petesntof the bade valy

portlolio, ad the agreenment does not exveed aterm of 92 days, )

the agreement includes a written codici auaranteeing s minimum
eaming or spread for the entire period between the sale of 4 secanity
using a reverse repurchase agreement and the final maturity dateof the

SAMS SCCUrity

Funds obiained or funds within the pool of an cquivalent amount to that
obtained from selling a secunty to a counter party by way of a reverse
repurchase agreement shall not be used 10 purchase another security with g
maturity longer than 92 davs from the initial settlenent date of the reveérse
repurchase agreement, unless the reverse repurchase agreement includes a
writien codicil guarautesing o minimum carning or spread for the entire period

Y




(6)

between the sale of @ secunity using a reverse repurchase agreement and the

final maturity date of the same security. Reverse repurchase agreements

spegified i dubparas
the percentage restiictions speci Ded in that subparagtaph are met,

Fraph (B ) of paragraph (3 Lmay ot bo entered into

Investricnts in reveérse repurchase ppreciments or stindlar investments |

the local agenny el
AsBer e W TEDUD

{a)  "Repurchase agrecment” means a purchase of securitics by the Jocal
agency pursuant o an agreement by which the counterparty seller will
tepurchse
syt apsd i

(hy "Securities”, for purpose of repurchase under this subdivision, means
seeurities of the same issuer, description. issue date and matunty,

(¢} "Reverse repurchase agreement” means a sale of seeurities by the loeal
i 1 an agredmient by which the local apeney will ™

HESTCY sl

Gt

repurchase the securties on or before - specilied date, and meludes diher

comparable agreemenis.

{(d)  For purposesof this section. the base value of the local agency's pood
portfolio shall be that dollar amount obtained by totaling all cash
balances placed in the pool by all pool participants, excluding any
amountis obtained through selling sceurities by way of reverse repurchase
agreements orother similar borrowing methods.

ey For purposes of this section, the spread is the difference between the cost
of funds obtained using the reverse repurchase agreement and the
earnings obtaiped on the reinvestment of the funds.

G ¥




Policy: Reverss repurchuse goreements or similar investments are prohibited

Ropurctuise agretmonts Sl not exceed 1096 of the povitolio; o

term of the agregmienn shall vor exeeed 3 dovis The JUB Gint mavide
evceerled If 1A

gxcred S

il fnvesied b e repive itse agreement doey
e partfoliosand the termnd the agreement dogs

extead heyvor

LEE

Fthemend county husinesd duy

Medigm-term noles delined a5 all corporate and deposiicry tnstiunoen debrs Hes

with:a freikivioim of five vears' matonty issued by Corporations argantied and®

Gperating within the United States or by depasitory instititions licersed by 1

Linited States O wtiy state and aperating within the United States. Notes ehyible for

investment under this subdivision shal} be rated in a rating category of "A” or better

by an NRSRO. Purchases of medium-term notes may not exceed 30 percent of the
agency's surplus money which may be invested pursuant 1o this seetion,

B

Poligy: o invinsiEiments of this:tvpe shell not excied

porfolio-dud g Single Tssier shall éxceed 3% of the porifolio,

P

ivestment oF this type shall et specific wailten approval

depariment heay,

Shares of beneficial interest issued by diversified management companics investing
in the sgcurities and obligations as authorized by subdivisions (g} 1o (KL inclusive, of
this section and which comply with the investment restrictions of this anticle CArticle
2y and Anticle 1 {(commeneing with Section 536003, To be ¢ligible for investment
pursuant to this subdivision, these companics shall either: (1) attain the highest

ranking oribe highest leth v aid fimerical ratiing provided by not lessthant

three dargest nationully regognized raiing services, or (2 Have aninvestment adv
registered with the Securities and Exchange Commission with not less than five
vears experience investing in the securities and obligations as authorized by
subdivisions (2) 1o (m), inclusive, of this section and with assets under management
in‘excess of five hundred million dollars (8500.000.0001. The purchase price of
shares of beneficial interest purchased pursuant o this subdivision shall pot include
any commission thatl the companics may charge and shall not exceed 20 % of the
agency's surplus money. which may be invested pursuant w this section. No more
than 10% of the agency's-funds may be invested in shares of benaficial interest of

any one mutual fund (money market, LIR).




.

Policy: The 1oval investment in instruments of this vpe shall not exceed 3% of
the porifoliv.

Notes, Bondsor otheroblipaticns whic

areat sl e secmred by valid

I
priceily security ilereSt e securities of the tybes Hdted by Séetion 53651 a

sipurities for the piurpis: e Joeal agincy dendsits havink a tnarkel:

7 bt ik
least-équal 1o that veduired by Sectlon 53652 Tar the puipose of seciring lowa

deposits, The dectirities serving as collateral shall be placed by delivery o B

ety into thecostody of & wust company orthe trust department of 1 bank 'w

Bt st et ohe 38

of thie decured oblipation, and the securityinte
with the redquirements of the Uplform Comimercis

b perlecied in adeordan

ir federal sepulations appheable o the types of securities in which the secu
interest is granted. '

Policy, Iavestmients of this fype are prohibited.

e

AnY morizage ymw«%hmw
hacked oy sther gmy»%éﬁm“ p h %‘wmsﬁw muzg&mmi ledne-backad @@mmam o
Heate or consumer receivable-backed bopd ot

réceivable pass-through
maEKimun o hvevears aﬁam% Securities eligiblecior investment undar %E}i

subdivision shall be issugd by an issuer having an TAY or higher rating Tor t
debt as provided by an NRSRO and rated in a rating category of "TAA" or iis
cquivalent or better by ann WNRSRO., Purchase of securities authorized by thig
subdivision may not exceed 20 percent of the agency's surplus money that may be

invested pursuant to this séction.

Poliiy: frevdsimenty

gygi&u g}@g%ﬁ Fo i ‘i’}ﬁ”{&%g@ﬁﬁgi

Inactive deposits made inaccordance with the provisions of Article 2 (commencing
with Section 33630) of Chapler 4 of Part | of Division 2 of Title 5

Policy: No swch deposits will be wade in wry institurion thai s not rated 4 or
Risgher. The gmount deposited in any single institution shall not exceed
75% of the portfoliv,

Deposits 1o the Local Agency Investiment Fund of the State of California pursuant to
Resolution Mo, 77-98 of the Shasta County Board of Supervisors dated April {8,
1977,




Policy: Natwithstanding any other provision of this palicy, deposits o £ A4LF.
may fe made. subject anly ro the limitations thereon imposed by the

Stne Frensurer,

172 Shares of benelcial inte

Tssued by o joint poswers purhiorty orgmized pur

Rection 65097 that inviests i the secuntes end obligetions puthonzed i Subdiv
regresent an egual proportional merest in the
ned by thie joint powers atithority s Do bigehgible

t: (o) inchusive: Fach share. »

i

underlying pool of securities
this sevtion. e Joint powers matharity suing the shares shall have vetained an
s adviser That micetgall the following criteria

?msﬁmp; fror registmation with the Becurities and

(13 The adviser is registered

Enchapge Commission.

(33 The adviser has not Téss (Ban five vears of experience mvesting m the seoeurities and
obhgations authonized in subdivisions (2) to (o}, Inclusive.

(33 The adviser has assets under management in excess of five hendred million dollars
(H500.000.000%; P

SELECTIONCHRITEREA

Brolers/Dealers and Depositorios

The treasury shall maintain a st of gualified instiutions with which the treasury will
execuie investment transactions.. Only dealers that are licensed to do business in
California and the investment departments of major Califomia banks rated "AA" or
higher and total assets in exeess of $5.000.000.000 will be considered for inclusion on the
fistof qualified institutions. The department head will deeide whether or not an

institttion should be placed ¢
existence, s demonstrated ability to successiully malntain telationships with of
municipal Invesiors and 11 repulalion for a commitment to mamtaining 2 high levelof
professionalism and to meeting industry standards of ethical behavior. The foregoing
eriteria is intended to result in 3 list of well known instituions of the highest quakity.

No broker, brokerage, dealer of securities tirm shall be placed on or remain on thedist if
it has. within any consecutive 48 month period made a politeal contribution in an amount
exceeding the limitations contained in Rule G-37 of the Municipal Securities Rulemaking
Board, 1o the Shasta County Treasurer, any member of the Shasta County Board of
Supervisors, any candidate for those offices. or any member of the Shasta County

Treasury Oversight Comimittee

w1 .




The department head will pericelically review each institution on the hist and make a
determination whether or not. in the opinion of the department head. 1113 n the best

at the tistitotion rersigin del the Tisy,

g

witerests of the pool partcipan

Individuals who represent qualified institutions in securities transactions with the treasury
must be registered with the National Association of Securities Dealers, Inc., as having
passed the General Securities Representative Examination (Serics 71 and the Uniform

Securities Apent Stare Law By

Fairition (Nerics 631 Pach répresentative’
. Shall have expertise and significant eXperience in institutional sales.
I

» Shatl supply relciences Consisting of ihe naingsof tndividials at three Un

mublicageneies with Whom tey bave executed Tovestiment radsactions,

The Invesirent Officer shall maintain a list of anthorized representatives of gualified
institutions with whom the rreasury may execute investiment fransactions,

INVESTMENTS

Tvestments will be made by selednon of Tustruments oy the Bt ol aithorized

wvestinents onlyv and the silectionds farter Hited by the Yollowing i order wassure ad

Higuidity while minimizing credit and market risks.

Prohibited Invesunent Types and Restrictions Applicable to All Investments

Pursuant fo Section 3363 1.5, any investment in inverse floaters, range notes or interest-
onuby strips that arc derived from a pool of mortgages, or any security that could result in

zero interest acerual i€ held to maturity is prolibited.

Further, no investiment shall be made in any security that. absent default on the partof the
issyer, containg any provision, index or structure that would introdoce any element ot

il




uncertainty inregard to the amount or rate of earnings if held to maturity or the amrount
of principal returned if held lo maturity,

the date of purchase,

Exetptfor Repurchase Agree
inviested i single issue shat

Notwithstanding the provisions of Bection 33601 Lot the Government Code g

imvestinents m Bnanoial Tutores o fnddcial opion contracty e allowed ynder 1

noliey,

Maturity Scheduling

Markel tisks and cash flow problems will be reduced by a “Hold to maturity ! poli
of the Instriient selected confori o anticiputed
dsi oo viestmzent will bemade knowing that th

policy reguires that the matur
Now requircments,. 1o 'othey

[P

strurnent will have 1o be sold priod 1o migtuiioy. -Seoirities may be huidated pei

riatirity 1 rhe shae 1810 meet Hnanticipated Sash How reduirernents or market com

sty wearrsnt and thie sale has depariment Bead approval, vo securitics may b exehan
or traded for other securities. No securitics will be purchased that have a maturity in
excess of three years from the date of purchase without department head approvall The

dollar-weighted average daysto maturity of the portfolic shail not exceed 1093 days.

CREDIT ASSESSMENT

Services. Inc., Fitch. GFI Bank Rating Services, or nationally recognized statistical rating

grpanization (NRSRO)

DIVERSIFICATION

Both market risk and eredit risk can be reduced by constructing an investment porifolio

that contamns a broad mix of types of investments and issuers. The policy or statutory limitations

that arc contained in the section of this policy which sets forth permissible investments are 1o be

measured against the portfolio at the tme of the transaction subyject to the linutaton occurs,

wil D




YIELD

Investrients mieeting all other s

saufremants of this polioy. shall be chosen hased of

A-taitift of tireé guotes for invéstient optiohs meeting the maturity, scheduling regy

shall he obtained foresch fransactionhaving o ternyin exceswof five divs and 2 'writlen 1

tiient EHTcer untlafer (e pext subwegiient ony
g of Bectiom @734 ekl shall always ke thie 1
fed are not for the' same instrament ssues of safbty,”

the quiotes shall beseaned By the In

audit conducted pursuant to the proy

considerarion, and i the guotes pbiai

liquidity and diversity shall be given greater consideration than vield.

Sceurities purchased from brokers and/or dealers shall be held in third party satekegping
by the trust department of the County’s bank or other designated third pany trust, in the County's
namie of control. All investment transactions subject to "delivery vs. payment” shall be

coiiie el o e Badls

The manner of caleulating andiapportioning the costy ol investing, desositing, big

auditiny, reporting orotherwise handling or tnatsging fonds i s follows:

A, Total eamings for all funds will be accounted for and accumulated. All cosis
incurred as described in Government Code Sections 27013, 171233 and 27135 will be
accoumed for and paid ouf of carnings.

B Adbeosts will be spread abthe same tmeand a8 part of the process ol sppornion

i

& share s in proporlion Wy carnings.

earminigs so that gach parbicipant

CRITERIA FOR CONSIDERING REQUESTS TO WITHDRAW FOR INVESTMENT
PURPOSES

The County Treasurer shall provide a form to agencies requesting withdrawal of funds
lorinvestment purpases.

Assessment of the effect of a proposed withdrawal on the stability and predictability of

the investments in the county treasury will be based on the following criteria:

.0 Size obwathdrawal,




2. Size of remaining halances of:
{a} Pool
(b)) Ageny
3. Current-market améi‘sé@zﬁ;'
4 Duration of withdrawal,
50 Effeot on prodicted cash féws,
o A determimation i thiere will be sufficient balances remaining socover costs é
7.+ Adeatate indformation, tneluding the statulory quthority that allows the fund e

ivested ourside the reasury pool, has been supplied 1w dhe County Treasurer:
arderto make a propey ﬁﬁ lnig that other pookoarticloans will o e adver
adfeoted, ) '

Requests for withdrawals for the purpose of investing or depostting funds outside the
pool shall be made at least ten (10) business days in advance of the proposed withdrawal date.
Notice ivwriting of at least five (3) bisiness days shall be required for withdrawals inexegss of
¥

S230.000.00 For loan repayments, 3&@5 experditiures and any expendituie ot i e ording

colirse of operations.

TERMS AND CONDITIONS FOR g@@%%"ﬁ”&?&f?@ Y COMBINED POOE

PARTHIPAMES

All entities qualifving under Government Code Section 27133y}, may deposit funds for
investment purposes providing all of the following have been accomphished:

I, ‘The agency's administrative body has requested the privilege. has agreed 1o terms
and conditions of an investment agreement as prescribed by the County Treasurer.

and has by tesolution Identified the authorized officer acting on behalf of the ¢
The County Beard of Supervisors approves the investment agreemipng.

o

s

The County Auditor-Controller has prescribed the appropriate accounting

procedures.

LIMITSONRECEIPT OF HONORARIA, CIFTS AND GRATLUITIES

Mo member of the staft of the breasurer's Office or member of the Shasta County
Freasury Oversight Commitec may aceept any honoraria, gift or graluity from advisors, brokers,
dealers. hankers or other persons with whom the county treasury conducts husiness. Excepted
from the foregoing are ordinary desk-top promotional items of advertising, such as calendars,
planners, cte., wihich are clearly identifiable as such. This prohibition is in addition to any pther

b




limit or prohibition set by the County of Shasta. the members” own agency, or by the Fair

Political Practices Commission.

REPOHTING

The County Treasurer will submit a copy of the Report of Investments required by
Section 53646(b)(1) to the Shasta County Treasury Oversight Committee at the same time said
report is submitied 1o the Board of Supervisors. The report shall be submitted within 30 days of
the quarter. or month at the option of the Board of Supervisors, following the end of the periad

covered by the report,

DATE:

LORIJ SCOTT
Treassurer-Tax Collector-Public Adminisirator




GLOSSARY

Banker's Accintanees

Danker's acbepiances (1A wie arother fornt oD money market instrnments 1ssued

BAg arige from trahsadtions invobving the import, export; fradsit, of stbrage of good
underlVing fransaction that gives fise 104 BA 1s almost complételv irelevant wthe
guality orthe lawdity of the ins f;mwm; theapal BA v orented gl a late stage ind
widerlying transaction when g baek sccepts fts obligation to pay the holder of the
uncondibional obligation of the adkcpting bank,

Fram an investor's point of view; g BA is a bank obligation that has at least the same credit

strength as any U issued by the sume bank. - BAs are tvpically stronger that CDs b

addition fo 1he credii sticigh ol the docpting bank, they are hackid by the cradin sir

of adrawer an endorsing bapk, ¥ ang s involved i the rransaction) and usually by

wigrship of the ride poods and Insurance on' th

sledge of documents representing:

Bidewdo not carry: Tederal deposi

The term of a BA may be for an ¢ven 90, 180, or 270 davs when if 15 creaied but is often for

an odd number of davs by the time an investor purchases it

BAs meeting cenain Federal Rew;w; regulanons are called eilgriﬁe BAs i“iz;;bk: BA%

ah g

basis: For largﬁr BAs created by ¢reditworthy banks, there is an active secondary nurket.

Broleer

A middlermnan who brings buyvers and sellers together and handles their orders, generally charging

a coramission for his services, The broker does not own or 1ake a position in the secunty:

T




Commercial Paper

Commercial paper ivan tisedured, shorrtern promissory B issugd by corporaiio

spectfic amounts and with Specific maturity dates, Typical issuers see Ve that e

arnoiits of short-term Working capital or firms with fucmating requirements Tor sh

Pty

Conuercial paper 18 relatively safe byt not the same quality as L0 S, Treasury orpe
abilipations. Maior credit rating ageacies privide published cepdit finings for conim

paper wsues. Issuers withowt stvong oredit ratings, ag wall as smatler and lesy well'k

Soffipanios ol can-oaly Snd Biyers for their conumercial paper itin is backed by

of credit from a commercial bank or guaranteed by the issuer's parent company.

Commercial paper can be sold at s discount or can be mterest boaring however, most

dormimercial paper is issued ara discoimt Terris can be as shortas Liday and usually do

exveed 270 days. Mintmur sizes argdetermined by cach fssuer, They are often $100.0

may be smalier
CUSIP Number

A nine-digit letter and number combination established by the Committee on Uniformn

Securities [dentification Procedures that is used 1o identify publicly traded scourities. Each

publicly traded security receives g unique CUSIP number when the security 18 issued.
Discounnt

The amount by which the price for g secunty is less than its par.

Federal Farm Credit Banl Securities

the Vederal Varm Credit Banks (FPCBs) 1ssue tao types of shorl-term securilios.
Debentures are issued for terms of:3. 6and 12 months. Interest on the debentures is paid at

maturity.




The FICDs also sell discount notes. . Like Treasury bills, FFCB discount notes pay iiterest

at maturity since they are sold at a discount, but redeemed at par. The discount notes are

Wt

tssped with-oripinal maturitics v

Lo Trom 5 16365 dave:

“disconnt notes 15 $5.000. Obligations of the FFC

L bub dregreonsidersd to have Triplivd baoking:

The Federal Home Loan Hank'|

interest sl maturity stnce thiy arg old ata discount bovredeemivd at par) The discount
are issued with original maturitics ranging from 5 to 365 days. These discount notes gan be

called hefore maturity, The minimum size 15 $5.000.

Goligations of the FHLE are not suaranteed by the UK, government bul are ponsidered

implied backing,

The Federal Home Loan Mongage Corporation (FHLMU or Freddie Mac) also ssues discount
notes. The discount netes are issued with original maturities rapging from [ to 360 days,
Minimum size is $25.000. These discount notes are not guaranteed by the UL.S. povernment but

are considered 10 have imphied backing.

Federal National Mortzage Association Residential

The Federal National Mortgage Associagon (FNMA or Fannie Mae) tssues unsecured
obligations called residential finaticing securities or REFs, REFs are issued with original
maturities of six months, one year, and two vears. Interest on the one-and-two year noies is
paid semiannually. Minimum size is 3100000 REFs are not guaranteed by the UK,

government bui are considered to have implied backing.




Maturily

The date on which the principal or last principal pavment on a debt is due and pavable.

Lar

The value of a security as expressed on its face without consideration to any premium or

discount,

Renurchase Avreement

Repurchase agreements {repos) involve selling a security subject to an agreement for the
seller to buy it back (repurchase it} from the buver. A repo is a tvpe of short-term secured
loan. The security that is sold is usually a U.S. Treasury obligation; however, agency
securities are also used. Typical maturities may be as short as overnight or as long 48 six

monthe,

Tressury Notes and Bonds

Treasury notes and bonds. the long-term debt obligations of the 1.5, government, bear
coupons and thus resemble municipal bonds. Interest is payable every six months at a rate

of one-half the annual coupon.

sesecurities dealers who trade T-

Treasury coupon securities trading are conducted by the
bills. Notes are issued for original maturities of one to 10 years and carry that label only because

of federal statutory language. Bonds are issued with original maturities of more than 10 vears.

L5, Tressnry Hills

U8, Treasury bills are the shortest term obligations issued by the US. Treasury. Bills are
issued for maturities of one year or less. Usually, the Treasury issucs bills in three
maturitics: 13 weeks, 26 weeks. and 52 weeks. Occasionally. the Treasury sells bills with
different maturities, usually to maich expecied tax receipts. Those bills are referred (o as
cash management bills.

-19.




Bills are sold by the Treasury at weekly auctions. New 13-week and 26-week hills aris

thiin g round Lot reegive slightly igher prices (le,, [owit vields) than buvers of rovr

The-owierof a Treasury hill carns a:retuen becanse the bills are sold at a discount al

redesimed alparl

Example, A one-vear bill miav be sold at a-price of 94 and redeemed at the end of the

vEar at par, on 0 T the example, the awner of a $ 100,000 Billwould:
$94.000 und recelve B100.000 & venr later, The dilTerenis 5L %6000

amonnt of the discount. The discountrale b the example 8 0 porcents

Investors aeed to b aware. that (e vield: they receive from Freasury bills i pol the same:

discount rate.
Yield

‘The rate of annual Income Telurn on an investiment, expressed as aperegntage,

s e




Shasta County Treasurer
Disaster/Business Continuity Plan
HBanking and Investment Funotions

The Shasta County Treasurer's banking and investment functions are mission critical and as

such, the office must have a Disaster/Business Continuity Plan in place. In the event we ¢

unable 1o operate from our office, the plan shall be activated. Periodically, the plan shall e
tested.

The plan’s goal is to protect and account for all Tunds on deposit with the county freasurer and fo

be able to continue our banking and investment functions for all participanis in the event of
occurrence (earthquake. fire, pandemie, or other event) which disrapts normal operations.

Chain of Command

The chain of command shall be in order of:
# Treasurer.
s  Chief Deputy Treasurer
e Chief Deputy Tax Collector

Procedure

In the event we are unable to conduct normal businesy operations, the authorzed persons shall
interact with one another by home phone. email or cellular phone to decide on the alternate
location, I unable to contact one another, the authorized persons shall through the county’s
office of emergency services establish contact with one another.

Functions & Tasks to be Performed

Recognizing we may be operating in less than optimal conditions. the primary functions are to
protect and continue to account for all funds on depaosit with the county treasurer. While normal
processes may be modified. the invesiment policy shall he strietly followed.

Tasks 1o be performed mclude:

Daily cash work up
Investment of maturing securities and any daily deposits after making an allowance for
checks/wires expected to clear

» [Daily cash and bank reconciliation
For deposits, the treasurer’s office will nolify county departments, special districts and
schools of any changes to their deposit location. Deposits to any account other than those
established by the treasurer is prohibited.

e Disbursement activity will be coordinated with the county Auditor-Controller.




The “authorized persons” i the treasiirer s office including support stath upo i bedir
Official dieastor workors i are assipiicd o supsort b Disastey/Buginess Reoover Plan
shall have on their possession ther County of Shas Kegification Card.

i loeation will b determined by the Trensurer,
¢ Collector; All related costs shall be absorbed by
ant to Government Code seetion 274013,

Thie level of disruption and assigned
Deputy Treasprer v Chied Depoty T
Tresgurer s oilice and veimbursed pu

1 adlicases, the satery ol treasury porsbonel 18 paramount: 1o oo event should vurdliern
Iocationar aligrmate procedure be éniployed iU doing such will endanper any one.

daltaite Loegtinng

Failing the ability 10 operaie from ouroffice. our operations will relocate in the following order
of priority:

o Lavation deteriningd. by the
Administrator
Troaeurer s home
Chiel Deputy Treasurer’s homie

w Onie of our banks operationg e
SCenario

syt Office of Emergbney Services o County

erswhich may beoutside Shasta County i gw

g
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0226016 Federl Natonal Mige Note-Calable
12009116 Federal National Mme NoteC allable
04014016 Federal Natonal Mige NoteCalable
04067  Federal Natonal Mige Note
0401907  Federal Natonal Mge

1021116 Federal National Mge Mote € allable

b Total Federa National Mige. (20 limit

0418A7  Federl Home Loan Miue

110315 Federal Home Loan Mige CP
101617 Federal Home Loan Mige

1029015 Federal Home Loan Mrge CP
05816  Federal Home Loan Mme CPC allable
041177 Federal Home Loan Mme

128006 Federal Home Loan Mige CP-C allable
110117 Federal Home Loan Mige

040707 Federl Home Loan Mige CPC allable
0401777 Federal Home Loan Mme

1026017 Federal Home Loan Mge

12014017 Federal Home Loan Mge

040617  Federl Home Loan Mige CP
04076 Federl Home Loan Mige CPC allable
121317 Federal Home Loan Mige -C alable
042017  Federal Home Loan Mme(Callable)

@i Total Fed HM LN Mige. Carp Disc Note (2064)
@i Total Gov't National Mige. Assn. (60% limig

TOTAL

Cost of Investments
Cash in Treasury
Return Checks
Shasral ake LAIF
Active Deposits
Adjustments
Balance in Treasury

5,000,000, 00 5,000,000, 00 112619 2136G2YAD At fhaa 140 140 UBS Ga7 3,485000,00000  4,928,150.00 (71,850,009 013
5,000,000.00 5,000,000.00 000 112619 3136G4IE4 Ab+Paa 1.50 149 Union Banc £97 3,485000,00000 495535000 (44,650.00) 013
5,000,000.00 5,000,000.00 017420 FI6GIIS AL jhaa 136 136 Wedbush 796 3,730,000,000.00  4,923,700.00 (75,200.00) 014
5,000,000, 00 5,000,000, 00 000 022870  2135G0TZ8  AAtfaa 1.50 150 Union Banc 791 2,955000,000.00 4,948, 100.00 (51,500,009 015
5,000,000.00 5,000,000.00 Q.00 000 052220 3135GOD7S  AAtfaa 1.50 142 Wedbush 906 4,530,000,000.00  4,940,700.00 (59,300.00) 017 (1234000
5,000,000, 00 5,000,000, 00 072820  F16CACK3  AbtBaa 135 135 UBS 942 4710,000,00000  4,895,300.00 £1004,700.00 017
7500000000 7452634375 14.39% 122 74,363,500.00 (562,842.75)
5,000,000, 00 4,857,777.78 (42,222.22) 021618 313397TD3 Abtfaa 1.00 102 UBS 45 242,831,11122  4,981,750.00 33,7222 0.0
5,000,000, 00 4,599,000.00 £1,000.00) 000 030718 3IFEADPT  AA+jAaa [ok-"] 088 LES E 339,972,00000  4,985700.00 (3,200.00) 0.0
5,000,000, 00 4,637,047.22 (62,952,759 092718 313397H46 Abtfaa 121 134 UBS 272 1,342,876,843.84  4,940,450.00 3,402.78 0.05
5,000,000.00 5,000,000.00 102918 3134GTVZ AAHAMA 110 110 Union Banc 304 1,520,000,00000  4,970,300.00 (29,700.00) Q.05
5,000,000.00 4,995,000.00 {5,000.00) 000 1221018 3134GIMSI  AAHAAA 110 114 UBS 357 1,783,215,00000  4,966,550.00 (28,450.00) 005
5,000,000.00 5,000,000.00 Q.00 000 058019 31IFEADG]  AAtfaa 175 132 Wedbush 517 2,585,000,000.00  4,992,650.00 (7,350.00) 009 4480000
5,000,000, 00 5,000,000, 00 062819 3134GAE 42 Abtfaa 1.50 150 UBS 546 2,730,000,00000  4,967,950.00 (32,050,009 010
5,000,000, 00 5,000,534.17 {18,845.00) 19,479.17 081519  F13FEAEHS BB 138 156 Wedbush 594 2,970,317,29698  4,957,100.00 (43,434.17) 010 19,475.17
5,000,000, 00 5,000,000, 00 000 090819 F1FMGATAE  Adtfaa 1.50 150 UBS 518 3,095000,000.00  4,857,150.00 (42,850,009 on
5,000,000.00 4,991,550.00 (8,450.00) 000 100219 31IFEADME  AAtfaa 125 132 UBS 642 3,204,575,10000  4,940,450.00 (51,100.00) an
5,000,000.00 4,998375.69 (1,624.31 102519 3134GEHT2  AA+paa 163 164 Union Banc 655 3,323,919,83385  4,971,600.00 (26,77569) 012 22569
5,000,000.00 4,991,805.00 (38,820.00) 30,62500 011720 3137EAEES  AA+faa 1.50 188 Wedbush 749 3,736,861,94500  4,952,700.00 (39,105.00) 013 30,625.00
4,576,830.00 4,576,830.00 000 050120 3IFEADRT  Adtfaa 138 152 Wedbush 854 4250,212,82000  4,925,250.00 (51,580,009 015
4,800,000.00 4,800,000.00 100720 1I4GEYQE  Adifaa 1.53 152 Union Banc 1013 4,862,400,00000  4,679,856.00 (120,144.00 017
5,000,000, 00 5,002,361, 11 (1,250.00) 261111 0226R21 3F134GEIBE  Abtbaa 200 201 LES 1155 5777,727,08205  4,989,500.00 (12,861.17) 020 361111
5,000,000.00 5,000,000.00 102021  3134GEJBY  AA+paa 200 200 UBS 1391 £955000,00000  4,963,150.00 (36,850.00)
79776,830.00 7965028097 15.30% 1.46 79,162, 106.00 (488, 174.97)
0.00 000 0.00% 000 000
2,776,830.00  520,708290.51 100.00% (1,162, 396.95 0.00 94,057.46 508,991, 564,28 R Y]
20,708,290.51 459,203,084 24 LBOC
1,491,12509  62,000,000.00 LAIF 54,057.46 TOTAL DAYS*COST 186,636,149,925 62
REFO TOTAL COST AMOUNT 520,708,280.51
256,921.36 LIR WEIGHTE D AVERAGE MATURITY DAYS 35843
16,657.419.39 GNMA WEIGHTE D AVERAGE MATURITY YEARS 1.00
521,205,080 24
55, 113,756.35 (494,793, 73)
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APPENDIX G
BOOK-ENTRY ONLY SYSTEM

The information in this appendix has been provided by DTC for use in securities offering
docurrents, and the District takes no responsibility for the accuracy or corrpleteness thereof. The District
cannot and does not give any assurances that DTC, DTC Partidipants or Indirect Participants will
distribute the Beneficial Owners either (a) payments of interest, principal or prerrium, if any, with respect
to the Series C Bonds or (b) certificates representing ownership interest in or other confirmation of
ownershipinterest in the Series C Bonds, or that they will so do on a timely basis or that DTC, DTC Direct
Participants or DTC I ndirect Participants will act inthe manner described in this Official Staterrent.

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

2. DTC, the world's largest securities depository, is a limitedHpurpose trust comparty
organized uncer the New Y ark Banking Law, a “banking organization” within the meaning of the New
Y ork Banking L aw, a member of the Federal Reserve System, a “dearing corporation” within the meaning
of the New Y ork Uniform Commerdial Code, and a “ dearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and nonU.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC’ s participants (“Direct Participants”) deposit with
DTC. DTC alsofacilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and deal ers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a whal ly-owned subsidiary of
The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the hdlding company for DTC, National
Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered
dearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC systemis
also available to others such as both U.S. and nondU.S. securities brokers and dealers, banks, trust
companies, and dearing corporations that clear through or maintain a custodial relationship with a Direct
Participant, either directly or indirectly (“Indirect Participants”). DTC has a Standard & Poor’s rating of
AA+ The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com.

3. Purchases of Securities under the DTC system must be made by or through Direct
Participants, whichwill receive a credit for the Securities on DTC’s records. The ownership interest of each
actual purchaser of each Security (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will nat receive written confirmation from DTC of their purchase.
Beneficial Owners are, however, expected to receive written confirmations providing details of the
transaction, as well as periodic staterments of their haldings, from the Direct or Indirect Participant through
which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the Securities
are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behal f of


http://www.dtcc.com

Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in
Securities, except in the event that use of the bock-entry system for the Securities is discontinued.

4, To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authori zed representative of DTC. The deposit of Securities with DTC and their registration
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the Securities; DTC’s records reflect only the
identity of the Direct Partici pants to whose accounts such Securities are credlited, which may or may nat be
the B enefidal Owners. The Direct and I ndirect Participants will remain responsible for keeping account of
their holdings on behal f of their customers.

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

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

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

8 R edempti on proceeds, distributions, and dividend payments on the Securities will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail
information from the District or the Paying Agent, on payable date in accordance with their respective
holdings shawn on DTC’s records. Payments by Participants to Beneficial Owners will be governed by
standing instructions and customary practices, as is the case with securities held for the accounts of
customers in bearer form or registered in “street name,” and will be the responsibility of such Participant
and not of DTC, the Paying Agent or the District, subject to any statutory of regulatory requirements as
may be in effect from time to time. Payment of redemption proceeds, distributions, and dividend payments
to Cede & Co. (or such ather nominee as may be requested by an authorized representative of DTC) is the
responsibility of the District or the Paying Agent, disbursement of such payments to Direct Partici pants will
be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the
responsibility of Direct and Indirect Participants.

9. DTC may discontinue providing its services as depository with respect to the Securities at
any time by giving reasonable natice to the District or the Paying Agent. Under such circurmstances, in the
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event that a successor depository is not obtained, Security certificates are required to be printed and
delivered.

10. The District may decide to discontinue use of the system of book-entry-only transfers
through DTC (or a successor securities depository). Ih that event, Security certificates will be printed and
deliveredto DTC.

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



