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The Bonds are issued by the Arena Union Elementary School District (the “District”) (i) to finance specific construction and 
modernization projects approved by the voters; and (ii) to pay costs of issuance of the Bonds.  The Board of Supervisors 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 
or amount (except as to certain personal property which is taxable at limited rates), for the payment of principal of and interest on the 
Bonds, all as more fully described herein.  See “SECURITY AND SOURCE OF PAYMENT FOR THE BONDS.”

The Bonds will be issued as capital appreciation Bonds (the “Bonds”).  The Bonds will not bear current interest, but will increase 
in value by the accumulation of earned interest from their Denominational Amounts on the date of delivery to their respective Maturity 
Values.  Interest on the Bonds will be compounded on each February 1 and August 1, commencing August 1, 2005.  Payments of 
principal of and interest on the Bonds will be made by the Paying Agent, initially U.S. Bank National Association, to The Depository 
Trust Company, New York, New York (“DTC”), for subsequent disbursement to DTC Participants, who will remit such payments to the 
beneficial owners of the Bonds.  See “THE BONDS – Payment of Principal and Interest.”

The Bonds will be issued in book-entry form only, and will be initially issued and registered in the name of a nominee of DTC.  Purchasers 
will not receive physical certificates representing their interests in the Bonds.  See “THE BONDS – Form and Registration.”

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under an insurance policy to be issued 
concurrently with the delivery of the Bonds by FINANCIAL SECURITY ASSURANCE INC. (“FSA”).  See “BOND INSURANCE.”

The Bonds are not subject to redemption prior to their respective maturity dates.  See “THE BONDS — 
Redemption.”

MATURITY SCHEDULE

Maturity
(August 1)

Denominational
Amount

Yield to
Maturity

Maturity
Value

  CUSIP(1)

Number
2028 $86,342.40 5.000% $320,000 04003PAV5
2030 63,838.50 5.080 265,000 04003PAW3
2031 62,595.50 5.120 275,000 04003PAX1
2032 62,373.20 5.140 290,000 04003PAY9
2033 60,966.00 5.160 300,000 04003PAZ6
2034 59,526.20 5.170 310,000 04003PBA0
2035 58,968.00 5.180 325,000 04003PBB8
2036 57,432.40 5.190 335,000 04003PBC6
2037 56,696.50 5.210 350,000 04003PBD4
2038 55,866.90 5.230 365,000 04003PBE2
2039 54,959.40 5.250 380,000 04003PBF9
2040 53,980.70 5.260 395,000 04003PBG7
2041 52,939.20 5.270 410,000 04003PBH5
2042 51,854.25 5.280 425,000 04003PBJ1
2043 50,723.20 5.290 440,000 04003PBK8

1  Copyright 2003, American Bankers Association.  CUSIP date provided by Standard & Poor’s CUSIP Service Bureau, a division of the McGraw-Hill 
Companies, Inc.

The Bonds will be offered when, as and if issued by the District and received by the Underwriter, subject to the approval of legality 
by Orrick, Herrington & Sutcliffe LLP, Bond Counsel.  It is anticipated that the Bonds, in definitive form, will be available for delivery 
through the facilities of DTC on or about June 22, 2005.

The date of this Official Statement is June 7, 2005.



This Official Statement does not constitute an offering of any security other than the original offering of the 
Bonds by the District.  No dealer, broker, salesperson or other 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 other information or representation not so authorized should not be relied upon as having been given or 
authorized by the District. 

The issuance and sale of the Bonds have not been registered under the Securities Act of 1933 in reliance 

upon an exemption under Section 3(a)2 thereof.  This Official Statement does not constitute an offer to sell or a 

solicitation of an offer to buy in any state in which such offer or solicitation is not authorized or in which the person 

making such offer or solicitation is not qualified to do so, or to any person to whom it is unlawful to make such offer 

or solicitation. 

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 is not to be construed as a 
representation by the District.  The information and expressions of opinion herein are subject to change without 
notice and neither delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, 
create any implication that there has been no change in the affairs of the District since the date hereof.  This Official 
Statement is submitted in connection with the sale of the Bonds referred to herein and may not be reproduced or 
used, in whole or in part, for any other purpose. 

Other than with respect to information concerning Financial Security Assurance Inc. ("Financial Security") 
contained under the caption "Bond Insurance" and Appendix G specimen "Municipal Bond Insurance Policy" herein, 
none of the information in this Official Statement has been supplied or verified by Financial Security and Financial 
Security makes no representation or warranty, express or implied, as to (i) the accuracy or completeness of such 
information; (ii) the validity of the Bonds; or (iii) the tax exempt status of the interest on the Bonds. 

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR EFFECT 
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE BONDS AT A 
LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.  SUCH 
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.  THE UNDERWRITER MAY 
OFFER AND SELL THE BONDS TO CERTAIN SECURITIES DEALERS AND DEALER BANKS AND 
BANKS ACTING AS AGENT AT PRICES LOWER THAN THE PUBLIC OFFERING PRICES STATED ON 
THE COVER PAGE HEREOF AND SAID PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO 
TIME BY THE UNDERWRITER. 
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$889,062.35

ARENA UNION ELEMENTARY SCHOOL DISTRICT 

(Mendocino County, California) 

General Obligation Bonds, Election of 2003, Series 2005 

(Bank Qualified) 

INTRODUCTION

This Official Statement, which includes the cover page and appendices hereto, is provided to furnish 

information in connection with the sale of the Arena Union Elementary School District General Obligation Bonds, 

Election of 2003, Series 2005 (the “Bonds”). 

This Official Statement speaks only as of its date, and the information contained herein is subject to change.  

Except as required by the Continuing Disclosure Certificate to be executed by the Arena Union Elementary School 

District (the “District”), the District has no obligation to update the information in this Official Statement.  See 

“OTHER LEGAL MATTERS – Continuing Disclosure.” 

The purpose of this Official Statement is to supply information to prospective buyers of the Bonds.  

Quotations from and summaries and explanations of the Bonds, the resolution of the Board of Trustees of the District 

adopted on May 19, 2005, providing for the issuance of the Bonds, and the constitutional provisions, statutes and 

other documents described herein, do not purport to be complete, and reference is hereby 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 not expressly so stated, are intended as such and not as representations of 

fact.  This Official Statement is not to be construed as a contract or agreement between the District and the 

purchasers or owners of any of the Bonds. 

Copies of documents referred to herein and information concerning the Bonds are available from the 

District from the Superintendent, 45 Lake Street, Point Arena, CA 95468.  The District may impose a charge for 

copying, handling and mailing such requested documents. 

The District 

The District, established in 1885, provides elementary educational services to residents of an area 

encompassing approximately 250 square miles located on the Mendocino County Coast and adjoining the Sonoma 

County line.  The economy of the region consists primarily of wine and sparkling wine production, tourism and 

recreation, agriculture and food production, and retail and services.  Recent decades have witnessed a fundamental 

shift to these economic activities from the area’s traditional timber-related and commercial fishing industries. 

The District currently operates one elementary school serving students in grades kindergarten through eight 

and one charter school serving students in grades kindergarten through twelve, serving approximately 316 students.  

As of July 1, 2004, the District employed approximately 36 employees including certificated (credentialed teaching) 

staff, classified (non-teaching) staff, and management personnel.  The District has adopted a Fiscal Year 2004-05 

general fund budget with total expenditures of approximately $5.1 million.  Total assessed valuation of taxable 

property in the District in Fiscal Year 2004-05 is approximately $467 million. 

The District is governed by an elected Board of Trustees consisting of seven members.  The voting 

members are elected to overlapping four-year terms.  The day-to-day operations are managed by a board-appointed 

Superintendent of Schools.  Mark Iacuaniello has served as the Superintendent since 2001.  Mr. Iacuaniello has 

served California schools as an educator for 18 years and a school administrator for 11 years. 

For additional information about the District, see APPENDIX A: “INFORMATION RELATING TO THE 

DISTRICT’S OPERATIONS AND BUDGET.” 
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THE BONDS  

Authority for Issuance; Purpose 

The Bonds are issued pursuant to the Constitution and laws of the State of California (the “State”), 

including the provisions of Chapter 3 of Part 1 of Division 2 of Title 5 of the Government Code of the State and 

other applicable provisions of law.  The Bonds are authorized to be issued by a resolution adopted by the Board of 

Trustees of the District on May 19, 2005 (the “Resolution”).  The Mendocino County Board of Supervisors has 

approved the sale and issuance of the Bonds by the District without further action by the County Board.  The District 

received authorization at an election held on November 4, 2003, to issue bonds of the District in an aggregate 

principal amount not to exceed $3,700,000 to finance specific construction and modernization projects approved by 

the voters, summarized as follows:  construction of a districtwide elementary school facility in Gualala and 

conversion of the existing Arena Elementary School into a middle school. 

The measure required approval by at least 55% of the votes cast by eligible voters within the District, and 

received a vote of 74%.  The Bonds are the second and final series of the authorized bonds to be issued. 

Form and Registration 

The Bonds will be issued in fully registered form only, without coupons, in denominations of $5,000 

accreted value at maturity (the “maturity value”) or any integral multiple thereof, except that the first numbered Bond 

may be issued in a denomination such that the maturity value of such Bond shall not be in an integral multiple of 

$5,000, and provided that no Bond shall have principal maturing on more than one principal maturity date.  The 

Bonds will initially be registered in the name of Cede & Co., as nominee of The Depository Trust Company 

(“DTC”), New York, New York.  DTC will act as security depository of the Bonds.  Purchases of Bonds under the 

DTC book-entry system must be made by or through a DTC participant, and ownership interests in Bonds will be 

recorded as entries on the books of said participants.  Except in the event that use of this book-entry system is 

discontinued for the Bonds, beneficial owners will not receive physical certificates representing their ownership 

interests.  See APPENDIX F: “BOOK-ENTRY ONLY SYSTEM.” 

Payment of Principal and Interest 

The Bonds will be dated as of the date of their delivery.  The Bonds will not bear interest on a periodic 

basis; instead, each Bond will increase in value by the accumulation of earned interest from its initial principal 

(denominational) amount on the date of issuance (as stated on the cover hereof) to its Maturity Value on the date of 

maturity (as stated on the cover hereof).  Interest commences to accrue on the date of delivery, and is compounded 

on each Interest Date, commencing August 1, 2005.  The Maturity Value of the Bonds is payable in lawful money of 

the United States of America upon the surrender thereof at the principal corporate trust office of the Paying Agent at 

the maturity thereof. 

The rate of interest at which a Bond’s Maturity Value is discounted to its initial principal amount is known 

as the “Bond Yield,” and is stated on the cover hereof.  For any Bond, the value of principal plus accrued interest on 

any given Interest Date prior to maturity may be calculated by discounting the Maturity Value of the Bond from its 

maturity date to that Interest Date at a discount rate equal to the Bond Yield, assuming a year of 360 days comprising 

twelve 30-day months.  The imputed value on any other date may be calculated on the basis of a straight-line 

interpolation between the values calculated for the Interest Dates immediately preceding and following the date in 

question. 

The Underwriter has prepared the Tables of Accreted Values shown in Appendix H hereto, in order to 

provide the value per $5,000 of Maturity Value for each Bond on each Interest Date prior to maturity.  See “TAX 

MATTERS” herein for Bond Counsel’s discussion of the federal tax treatment of accrued interest on the Bonds. 

Redemption 

The Bonds will not be subject to optional or mandatory sinking fund redemption prior to their stated 

maturity dates. 
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Defeasance of Bonds 

The District may pay and discharge any or all of the Bonds 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 Treasury or 

other 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 which will, together with the interest to accrue 

thereon and available moneys then on deposit in the Interest and Sinking Fund of the District, be fully sufficient to 

pay and discharge the indebtedness on such Bonds (including all principal, interest and redemption premiums) at or 

before their respective maturity dates, in the opinion of a Certified Public Accountant licensed to practice in the 

State.

If at any time the District shall pay or cause to be paid or there shall otherwise be paid to the Owners of any 

or all outstanding Bonds all of the principal, interest and premium, if any, represented by such Bonds when due, or as 

described above, or as otherwise provided by law, then such Owners shall cease to be entitled to the obligation of the 

County to levy and collect taxes to pay the Bonds and such obligation and all agreements and covenants of the 

District and of the County to such Owners under the Resolution shall thereupon be satisfied and discharged and shall 

terminate, except only that the District shall remain liable for payment of all principal, interest and premium, if any, 

represented by the Bonds, but only out of moneys on deposit in the Interest and Sinking Fund or otherwise held in 

trust for such payment, provided, that the unclaimed moneys provisions described below shall apply in all events. 

Unclaimed Moneys 

Any money held in any fund created pursuant to this Resolution, or by the Paying Agent in trust, for the 

payment of the principal of, redemption premium, if any, or interest on the Bonds and remaining unclaimed for two 

years after the principal of all of the Bonds has become due and payable (whether by maturity or upon prior 

redemption) shall 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 shall be transferred to the general fund of the District as provided and permitted by law. 

Application and Investment of Bond Proceeds

The proceeds from the sale of the Bonds will be deposited in the County treasury to the credit of the 

Building Fund of the District.  Any premium or accrued interest received will be deposited in the Interest and 

Sinking Fund of the District in the County treasury.  Earnings on the investment of moneys in either fund will be 

retained in that fund and used only for the purposes to which that fund may lawfully be applied.  Moneys in the 

Building Fund may only be applied for the purposes for which the Bonds were approved.  Moneys in the Interest and 

Sinking Fund may only be applied to make payments of interest, principal, and premium, if any, on bonds of the 

District.

All funds held by the County Treasurer under the Resolution shall be invested at the County Treasurer’s 

discretion pursuant to law and the investment policy of the County, unless otherwise directed in writing by the 

District to be invested in the Local Agency Investment Fund in the Treasury of the State of California.  See 

APPENDIX E: “MENDOCINO COUNTY INVESTMENT POLICIES AND PRACTICES; DESCRIPTION OF 

INVESTMENT POOL.” 
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Estimated Sources and Uses of Funds

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

Arena Union Elementary School District 
General Obligation Bonds, Election of 2003, Series 2005 

Estimated Sources and Uses of Funds 

Sources of Funds 

 Initial Principal Amount of Bonds $889,062.35 
 Original Issue Premium     160,783.75
 Total Sources $1,049,846.10 

Uses of Funds 

 Deposit to Building Fund $889,062.35 
 Deposit to Interest and Sinking Fund 8,203.75 
 Costs of Issuance(1)     152,580.00
 Total Uses $1,049,846.10 

_________________
(1) Includes financial advisor fees, bond counsel fees, disclosure counsel fees, underwriter’s discount, municipal bond 

insurance premium, rating agency fees, printing fees and other miscellaneous expenses. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.] 
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Annual Debt Service 

Upon issuance of the Bonds, scheduled debt service (without regard to optional redemption) will be as 

follows: 

Arena Union Elementary School District 
General Obligation Bonds 

Debt Service—Bond Year Basis 
Series 2004 Bonds 

   
Outstanding 2005 Bonds 

Year
Ending 

August 1

Series 2004 
Bonds Debt 

Service Principal 
Interest Paid at 

Maturity 
Total Debt 

Service 
Total All 

Debt Service 

2005 $67,220.00  -- -- -- $67,220.00 
2006 139,440.00  -- -- -- 139,440.00 
2007 144,340.00  -- -- -- 144,340.00 
2008 149,100.00  -- -- -- 149,100.00 
2009 158,680.00  -- -- -- 158,680.00 
2010 162,905.00  -- -- -- 162,905.00 
2011 171,915.00  -- -- -- 171,915.00 
2012 175,515.00  -- -- -- 175,515.00 
2013 183,827.50  -- -- -- 183,827.50 
2014 191,696.26  -- -- -- 191,696.26 
2015 199,096.26  -- -- -- 199,096.26 
2016 206,002.50  -- -- -- 206,002.50 
2017 217,390.00  -- -- -- 217,390.00 
2018 223,015.00  -- -- -- 223,015.00 
2019 233,065.00  -- -- -- 233,065.00 
2020 242,315.00  -- -- -- 242,315.00 
2021 254,615.00  -- -- -- 254,615.00 
2022 265,815.00  -- -- -- 265,815.00 
2023 272,175.00  -- -- -- 272,175.00 
2024 287,815.00  -- -- -- 287,815.00 
2025 297,090.00  -- -- -- 297,090.00 
2026 310,390.00  -- -- -- 310,390.00 
2027 321,875.00  -- -- -- 321,875.00 
2028 17,085.00  86,342.40  233,657.60  320,000.00  337,085.00 
2029 349,237.50  -- -- -- 349,237.50 
2030  63,838.50  201,161.50  265,000.00  265,000.00 
2031  62,595.50  212,404.50  275,000.00  275,000.00 
2032  62,373.20  227,626.80  290,000.00  290,000.00 
2033  60,966.00  239,034.00  300,000.00  300,000.00 
2034  59,526.20  250,473.80  310,000.00  310,000.00 
2035  58,968.00  266,032.00  325,000.00  325,000.00 
2036  57,432.40  277,567.60  335,000.00  335,000.00 
2037  56,696.50  293,303.50  350,000.00  350,000.00 
2038  55,866.90  309,133.10  365,000.00  365,000.00 
2039  54,959.40  325,040.60  380,000.00  380,000.00 
2040  53,980.70  341,019.30  395,000.00  395,000.00 
2041  52,939.20  357,060.80  410,000.00  410,000.00 
2042  51,854.25  373,145.75  425,000.00  425,000.00 
2043  50,723.20  389,276.80  440,000.00  440,000.00 
Total $5,241,620.02 $889,062.35 $4,295,937.65 $5,185,000.00 $10,426,620.02 
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SECURITY AND SOURCE OF PAYMENT FOR THE BONDS 

General 

In order to provide sufficient funds for repayment of principal and interest when due on the Bonds, the 

Board of Supervisors 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 or amount (except as to certain personal property 

which is taxable at limited rates).  Such taxes are in addition to other taxes levied upon property within the District.  

When collected, the tax revenues will be deposited by the County in the District’s Interest and Sinking Fund, which 

is required to be maintained by the County and to be used solely for the payment of bonds of the District. 

The scheduled payment of principal of (or, in the case of Bonds, the accreted value) and interest on the 

Bonds when due will be guaranteed under an insurance policy to be issued concurrently with the delivery of the 

Bonds by FINANCIAL SECURITY ASSURANCE INC. (“FSA”).  See “BOND INSURANCE.” 

Assessed Valuation of Property Within the District 

All property (real, personal and intangible) is taxable unless an exemption is granted by the California 

Constitution or United States law.  For assessment and tax collection purposes, property is classified either as 

“secured” or “unsecured,” and is listed accordingly on separate parts of the assessment roll.  The “secured roll” is 

that part of the assessment roll containing State-assessed property and other property (real or personal) for which 

there is a lien on real property sufficient, in the opinion of the County Assessor, to secure payment of the taxes.  All 

other property is “unsecured”, and is assessed on the “unsecured roll”.  Shown in the following table is the assessed 

valuation of property in the District in the last several years. 

Arena Union Elementary School District  

Summary of Taxable Assessed Valuation 

Fiscal Year Local Secured Utility Unsecured Total

1999-00 $335,538,484 $178,800 $10,181,577 $345,898,861 

2000-01 353,208,871 178,800 10,127,248 363,514,919 

2001-02 374,880,253 178,800 9,337,375 384,396,428 

2002-03 398,199,516 178,800 9,109,514 407,487,830 

2003-04 429,143,648 268,200 9,253,201 438,665,049 

2004-05 456,980,023 268,200 9,876,940 467,125,163 

Source: California Municipal Statistics, Inc. 

The District may issue bonds in an amount up to 1.25% of the assessed valuation of taxable property within 

its boundaries.  The District’s gross bonding capacity is estimated at $5,839,065 million, and the District’s net 

bonding capacity is $3,029,065 (before taking into account the issuance of the Bonds).  In accordance with the law 

which permitted the Bonds to be approved by a 55% popular vote, bonds approved by the District’s voters at the 

November 4, 2003 election may not be issued unless the District projects that repayment of all outstanding bonds 

approved at the election will require a tax rate no greater than $30.00 per $100,000 of assessed value.  Based on the 

assessed value of taxable property in the District at the time of issuance of the Bonds, the District projects that the 

maximum tax rate required to repay the Bonds will be $30.00 per $100,000 of assessed value. 

Taxation of State-Assessed Utility Property.  A portion of property tax revenue of the District is derived 

from utility property subject to assessment by the State Board of Equalization (“SBE”).  State-assessed property, or 

“unitary property,” is property of a utility system with components located in many taxing jurisdictions assessed 

collectively as part of a “going concern” rather than as individual parcels of real or personal property.  Unitary and 

certain other state-assessed property is allocated to the counties by the SBE, taxed at special county-wide rates, and 

the tax revenues distributed to taxing jurisdictions (including the District) according to statutory formulae generally 

based on the distribution of taxes in the prior year. 
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Ongoing changes in the structure of California electric utility industry and in the way in which components 

of the industry are owned and regulated, including the sale of electric generation assets to largely unregulated, 

nonutility companies, may affect how utility assets are assessed in the future, and which local agencies are to receive 

the property taxes.  The District is unable to predict the impact of these changes on its utility property tax revenues, 

or whether future legislation or litigation may affect ownership of utility assets or the State’s methods of assessing 

utility property and allocating tax revenues to local taxing agencies, including the District. 

Assessed Valuation by Land Use.  The following table gives a distribution of taxable property located in the 

District by principal purpose for which the land is used, and the assessed valuation and number of parcels for each 

use. 

Arena Union Elementary School District 

2004-05 Taxable Assessed Valuation and Parcels by Land Use 

2004-05 
Assessed Valuation (1)

% of 
Total

No. of 
Parcels

% of 
Total

Non-Residential:     
 Recreational/Cabins $  89,826,207 19.66% 585 16.09% 
 Commercial 46,742,992 10.23 139 3.82 
 Rural/Forest & Timber 41,804,979 9.15 836 22.99 
 Vacant Commercial 5,086,915 1.11 55 1.51 
 Industrial 1,422,483 0.31 13 0.36 
 Government/Social/Institutional 830,430 0.18 10 0.28 
 Vacant Industrial            82,321   0.02        4    0.11
 Subtotal Non-Residential $185,796,327 40.66% 1,642 45.16% 
     
Residential:     
 Single Family Residence $214,579,807 46.96% 1,072 29.48% 
 Vacant Residential 42,114,962 9.22 769 21.15 
 Mobile Home 10,365,011 2.27 132 3.63 
 2+ Residential Units/Apartments       4,123,916   0.90      21   0.58
 Subtotal Residential $271,183,696 59.34% 1,994 54.84% 
     
Total $456,980,023 100.00% 3,636 100.00% 
_________________________
Source: California Municipal Statistics, Inc. 
(1)  Local Secured Assessed Valuation; excluding tax-exempt property. 
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Largest Taxpayers in District.  The twenty taxpayers in the District with the greatest combined assessed 

valuation of taxable property on the 2004-05 tax roll, and the assessed valuations thereof, are shown in the following 

table.

Arena Union School District 
Largest 2004-05 Local Secured Taxpayers 

 Property Owner Primary Land Use

2004-05 

Assessed Valuation

% of 

Total(1)

1. Coastal Bridges LLC Forest & Timber $4,500,184 0.98% 
2. James R. and Kazuko A. Popplewell Commercial 3,650,209 0.80 
3. The Bower LP Shopping Center 3,586,100 0.78 
4. Gualala Redwoods Inc. Forest & Timber 3,485,045 0.76 
5. Karen J. and William G. Hay, Jr. Rural 3,466,626 0.76 
6. Mendocino Redwood Company LLC Forest & Timber 2,983,284 0.65 
7. David A. Duffield Recreational 2,055,362 0.45 
8. Robert N. and Marcia R. Valentine Recreational 2,020,572 0.44 
9. Gualala Cypress Village Inc. Commercial 1,968,802 0.43 
10. John and Victoria Tanti Commercial 1,889,520 0.41 
11. Raymond E. and Sydney DeFay Feeney Residential 1,839,014 0.40 
12. George E. and Kathleen H. Myers Residential 1,731,739 0.38 
13. Coast Construction Company Vacant Commercial 1,580,295 0.35 
14. Lena M. Price Commercial 1,474,997 0.32 
15. Gregory A. Jirak Commercial 1,438,453 0.31 
16. Robert W. and Roberta J. Sundstrom Commercial 1,402,780 0.31 
17. Pioneer Resources LLC Forest & Timber 1,323,368 0.29 
18. SantaRosa Campway Inc. Commercial 1,246,848 0.27 
19. Dale S. Miller Commercial 1,246,069 0.27 
20. Anthony H. Gaussoin Residential 1,237,004 0.27
    TOTAL  $44,126,271 9.66% 
_________________________
Source: California Municipal Statistics, Inc. 
(1)  2004-05 Local Secured Assessed Valuation:  $456,980,023 

Tax Rates, Levies, Collections and Delinquencies 

The annual property tax rate is limited to 1% of the full cash value, plus the amount necessary to pay all 

obligations legally payable from ad valorem taxes in the current year.  The rate of tax necessary to pay fixed debt 

service on the Bonds in a given year depends on the assessed value of taxable property in that year.  Economic and 

other factors beyond the District’s control, such as a general market decline in land 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, 

flood, fire, toxic dumping, etc., could cause a reduction 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 

Bonds. 

As required by State Law, the District utilizes the services of the County for the assessment and collection 

of taxes for District purposes.  District taxes are collected at the same time and on the same tax rolls as are County, 

city and other special district taxes. 

Taxes are levied for each fiscal year on taxable real and personal property assessed as of the preceding 

January 1.  Assessments may be adjusted during the course of the year when property changes ownership or new 

construction is completed.  Assessments may also be appealed by taxpayers.  When necessitated by changes in 

assessed value in the course of a year, a supplemental assessment is prepared, and taxes are pro-rated for the portion 

of the tax year remaining after the change. 
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Property taxes on the secured roll are due in two equal installments, on November 1 and February 1 of each 

fiscal year, and become delinquent on December 10 and April 10, respectively.  A penalty of 10% attaches 

immediately to all delinquent payments.  If the taxes have not been paid by June 30, the tax is deemed to be in 

default.  Secured roll property may thereafter be redeemed by payment of a penalty of 1.5% per month to the time of 

redemption, plus costs and a redemption fee.  If the taxes are unpaid for a period of five years or more, the tax-

defaulted property is subject to sale at a public auction by the County Treasurer. 

Property taxes on the unsecured roll are due as of the lien date of January 1 and become delinquent if 

unpaid on August 31.  A 10% penalty attaches to delinquent taxes on property on the unsecured roll, and an 

additional penalty of 1.5% per month begins to accrue on November 1.  To collect unpaid taxes, the County 

Treasurer may obtain a judgment 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 may also bring a civil suit against the taxpayer for payment. 

The following table shows real property tax collections and delinquencies in the District for the last several 

years. 

Arena Union Elementary School District 

Secured Tax Charges and Delinquencies 

 Secured Tax Charge (1) Amount Del. June 30 % Del. June 30

1998-99  $3,226,790.03  $88,587.51  2.75% 
1999-00  3,307,275.20  83,848.67  2.54 
2000-01  3,481,239.80  99,998.74  2.87 
2001-02  3,690,556.72  98,548.69  2.67 
2002-03  3,922,431.16  58,169.52  1.48 
2003-04  4,244,013.94  91,188.97  2.15 

_________________________
Source: California Municipal Statistics, Inc. 
(1)  One-percent General Fund levy by the County within the School District. 

The following table shows ad valorem property tax rates for the last several years in a typical Tax Rate 

Area of the District (TRA 52-002).  TRA 52-002 comprises approximately 49.56% of the total assessed value of 

taxable property in the District: 

Arena Union Elementary School District 

Summary of Ad Valorem Tax Rates 
Typical Total Tax Rate (TRA 52-002)

 2000-01 2001-02 2002-03 2003-04 2004-05
General 1.000 1.000 1.000 1.000 1.000 
Sonoma County Joint Community College - - .025 .025 .025 
Point Arena High School District   .024   .024   .020   .020   .019 
Arena Union School District        -        -        -        -   .030
  Total 1.024 1.024 1.045 1.045 1.074 

__________________________
Source:  California Municipal Statistics, Inc. 

Teeter Plan.  The County has adopted the Alternative Method of Distribution of Tax Levies and Collections 

and of Tax Sale Proceeds (the “Teeter Plan”), as provided for in Section 4701 and following of the California 

Revenue and Taxation Code.  Under the Teeter Plan, each participating local agency levying property taxes in the 

County, including school districts, receives the full amount of uncollected taxes credited to its fund (including 

delinquent taxes, if any), in the same manner as if the full amount due from taxpayers had been collected.  In return, 

the County receives and retains delinquent payments, penalties and interest as collected, that would have been due 

the local agency.  The County applies the Teeter Plan to taxes levied for repayment of school district bonds.   
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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 participating revenue districts in the 

County.  The Board of Supervisors may also, after holding a public hearing on the matter, discontinue the Teeter 

Plan with respect to any tax levying agency or assessment levying agency in the County if the rate of secured tax 

delinquency in that agency in any year exceeds three percent of the total of all taxes and assessments levied on the 

secured roll in that agency. 

Direct and Overlapping Debt.  The following table was prepared by California Municipal Statistics Inc., 

and 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 column in the table names each public 

agency which has outstanding debt as of March 1, 2005, and whose territory overlaps the District in whole or in part.  

Column 2 shows the percentage of each overlapping agency’s assessed value located within the boundaries of the 

District.  This percentage, multiplied by the total outstanding debt of each overlapping agency (which is not shown in 

the table) produces the amount shown in column 3, which is the apportionment of each overlapping agency’s 

outstanding debt to taxable property in the District.   

The table generally includes long-term obligations sold in the public credit markets by the public agencies 

listed.  Such long-term obligations generally are not payable from revenues of the District (except as indicated) nor 

are they necessarily obligations secured by land within the District.  In many cases, long-term obligations issued by a 

public agency are payable only from the general fund or other revenues of such public agency.   

Arena Union Elementary School District 
Direct and Overlapping Bonded Debt 

2004-05 Assessed Valuation:  $467,125,163 

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 3/1/05
Sonoma County Joint Community College District 0.998% $   443,012 
Point Arena Joint Union High School District 35.344 1,456,173 
Arena Union School District 100.000 2,810,000 (1)

Mendocino County Anchor Bay Assessment District 100.000    185,000
  TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT  $4,894,185 

OVERLAPPING GENERAL FUND OBLIGATION DEBT:
Mendocino County Certificates of Participation 7.063% $2,094,180 
Mendocino County Pension Obligations 7.063 7,058,056 
Sonoma County Joint Community College District General Fund Obligations 0.998      27,146
  TOTAL OVERLAPPING GENERAL FUND OBLIGATION DEBT  $9,179,382 

  COMBINED TOTAL DEBT  $14,073,567 (2)

(1) Excludes the Bonds to be sold. 
(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and 

non-bonded capital lease obligations. 

Ratios to 2004-05 Assessed Valuation:
  Direct Debt  ($2,810,000) .............................................................0.60% 
  Total Direct and Overlapping Tax and Assessment Debt .............1.05% 
  Combined Total Debt....................................................................3.01% 

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/04:  $0 

_______________________
Source:  California Municipal Statistics, Inc. 
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The information in the following section is provided by Financial Security Assurance Inc. (“FSA”) for use 

in securities disclosure documents.  The District makes no representation regarding the accuracy or completeness 

thereof, or of any information in the documents incorporated by reference in the following section. 

BOND INSURANCE 

Bond Insurance Policy

Concurrently with the issuance of the Bonds, Financial Security Assurance Inc. ("Financial Security") will 

issue its Municipal Bond Insurance Policy for the Bonds (the "Policy").  The Policy guarantees the scheduled 

payment of the accreted value of the Bonds when due as set forth in the form of the Policy included as an exhibit 

to this Official Statement. 

The Policy is not covered by any insurance security or guaranty fund established under New York, 

California, Connecticut or Florida insurance law. 

Financial Security Assurance Inc.

Financial Security is a New York domiciled financial guaranty insurance company and a wholly owned 
subsidiary of Financial Security Assurance Holdings Ltd. ("Holdings").  Holdings is an indirect subsidiary of 
Dexia, S.A., a publicly held Belgian corporation, and of Dexia Credit Local, a direct wholly-owned subsidiary 
of Dexia, S.A.  Dexia, S.A., through its bank subsidiaries, is primarily engaged in the business of public 
finance, banking and asset management in France, Belgium and other European countries.  No shareholder of 
Holdings or Financial Security is liable for the obligations of Financial Security. 

At March 31, 2005, Financial Security's total policyholders' surplus and contingency reserves were 
approximately $2,321,918,000 and its total unearned premium reserve was approximately $1,672,672,000 in 
accordance with statutory accounting principles.  At March 31, 2005, Financial Security's total shareholder’s 
equity was approximately $2,726,667,000 and its total net unearned premium reserve was approximately 
$1,356,678,000 in accordance with generally accepted accounting principles. 

The financial statements included as exhibits to the annual and quarterly reports filed by Holdings with 
the Securities and Exchange Commission are hereby incorporated herein by reference.  Also incorporated 
herein by reference are any such financial statements so filed from the date of this Official Statement until the 
termination of the offering of the Bonds.  Copies of materials incorporated by reference will be provided upon 
request to Financial Security Assurance Inc.: 350 Park Avenue, New York, New York 10022, Attention:  
Communications Department (telephone (212) 826-0100). 

The Policy does not protect investors against changes in market value of the Bonds, which market value 
may be impaired as a result of changes in prevailing interest rates, changes in applicable ratings or other 
causes.  Financial Security makes no representation regarding the Bonds or the advisability of investing in the 
Bonds.  Financial Security makes no representation regarding the Official Statement, nor has it participated in 
the preparation thereof, except that Financial Security has provided to the Issuer the information presented 
under this caption for inclusion in the Official Statement. 
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TAX MATTERS 

In the opinion of Orrick, Herrington & Sutcliffe LLP (“Bond Counsel”), based upon an analysis of existing 

laws, regulations, rulings, and court decisions, and assuming, among other matters, the accuracy of certain 

representations and compliance with certain covenants, interest on the Bonds is excluded from gross income for 

federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code”) and is exempt 

from State of California personal income taxes.  Bond Counsel is of the further opinion that interest on the Bonds is 

not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although 

Bond Counsel observes that such interest is included in adjusted current earnings when calculating corporate 

alternative minimum taxable income.  A complete copy of the proposed form of opinion of Bond Counsel is 

contained in Appendix C hereto. 

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at maturity of 

such Bonds (excluding amounts stated to be interest and payable at least annually over the term of such Bonds), the 

difference constitutes “original issue discount,” the accrual of which, to the extent properly allocable to each 

beneficial owner thereof, is treated as interest on the 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 Bonds is the first price at which a substantial amount of such maturity of the Bonds is sold to the public 

(excluding bond houses, brokers, or similar persons or organizations acting in the capacity of underwriters, 

placement agents or wholesalers).  The original issue discount with respect to any maturity of the Bonds accrues 

daily over the term to maturity of such Bonds on the basis of a constant interest rate compounded semiannually (with 

straight-line interpolations between compounding dates).  The accruing original issue discount is added to the 

adjusted basis of such Bonds to determine taxable gain or loss upon disposition (including sale, redemption, or 

payment on maturity) of such Bonds.  Beneficial owners of the Bonds should consult their own tax advisors with 

respect to the tax consequences of ownership of Bonds with original issue discount, including the treatment of 

beneficial owners who do not purchase such Bonds in the original offering to the public at the first price at which a 

substantial amount of such Bonds is sold to the public. 

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 premium.  No deduction is allowable for the amortizable bond premium in the case of bonds, like 

the Premium Bonds, the interest on which is excluded from gross income for federal income tax purposes.  However, 

the amount of tax-exempt interest received, and a beneficial owner’s basis in a Premium Bond, will be reduced by 

the amount of amortizable bond premium properly allocable to such beneficial owner.  Beneficial owners of 

Premium Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond 

premium in their particular circumstances. 

The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross 

income for federal income tax purposes of interest on obligations such as the Bonds.  The District has made certain 

representations and covenanted to comply with certain restrictions, conditions and requirements designed to ensure 

that interest on the Bonds will not be included in federal gross income.  Inaccuracy of these representations or failure 

to comply with these covenants may result in interest on the Bonds being included in gross income for federal 

income tax purposes, possibly from the date of original issuance of the Bonds.  The opinion of Bond Counsel 

assumes the accuracy of these representations and compliance with these covenants.  Bond Counsel has not 

undertaken to determine (or to inform any person) whether any actions taken (or not taken), or events occurring (or 

not occurring), or any other matters coming to Bond Counsel’s attention after the date of issuance of the Bonds may 

adversely affect the value of, or the tax status of interest on, the Bonds.   

Certain requirements and procedures contained or referred to in the Resolution, the Tax Certificate of the 

District dated the date of issuance of the Bonds, and other relevant documents may be changed and certain actions 

(including, without limitation, defeasance of the Bonds) may be taken or omitted under the circumstances and subject 

to the terms and conditions set forth in such documents.  Bond Counsel expresses no opinion as to any Bond or the 

interest thereon if any such change occurs or action is taken or omitted upon the advice or approval of bond counsel 

other than Orrick, Herrington & Sutcliffe LLP.
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Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross income for 

federal income tax purposes and is exempt from State of California personal income taxes, the ownership or 

disposition of, or the accrual or receipt of interest on, the Bonds may otherwise affect a Beneficial owner’s federal, 

state or local tax liability.  The nature and extent of these other tax consequences depends upon the particular tax 

status of the Beneficial owner or the Beneficial owner’s other items of income or deduction.  Bond Counsel 

expresses no opinion regarding any such other tax consequences. 

Future legislation, if enacted into law, or clarification of the Code may cause interest on the Bonds to be 

subject, directly or indirectly, to federal income taxation, or otherwise prevent Beneficial owners from realizing the 

full current benefit of the tax status of such interest.  The introduction or enactment of any such future legislation or 

clarification of the Code may also affect the market price for, or marketability of, the Bonds.  Prospective purchasers 

of the Bonds should consult their own tax advisers regarding any pending or proposed federal tax legislation, as to 

which Bond Counsel expresses 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 Bonds for 

federal income tax purposes.  It is not binding on the Internal Revenue Service or the courts.  Furthermore, Bond 

Counsel cannot 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 to the Bonds ends with the issuance of the 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 Bonds in the event of an audit examination by the IRS.  Under current procedures, parties other 

than the District and its appointed counsel, including the beneficial owners, would have little, if any, right to 

participate in the audit examination 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 not be practicable.  Any action of the IRS, including but not limited to selection 

of the 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 Bonds, and may cause the District or the beneficial owners to 

incur significant expense. 

OTHER LEGAL MATTERS 

Legal Opinion 

The validity of the Bonds and certain other legal matters are subject to the approving opinion of Orrick, 

Herrington & Sutcliffe LLP, San Francisco, California, Bond Counsel.  A complete copy of the proposed form of 

Bond Counsel opinion is contained in Appendix C hereto.  Bond Counsel undertakes no responsibility for the 

accuracy, completeness or fairness of this Official Statement. 

Bank Qualified 

The District has designated the Bonds as “qualified tax-exempt obligations” within the meaning of Section 

265(b)(3)(B) of the Internal Revenue Code of 1986, as amended.  Pursuant to that section, a qualifying financial 

institution will be allowed a deduction from its own federal corporate income tax for the portion of interest expense 

the financial institution is able to allocate to designated “bank-qualified” investments. 

Legality for Investment in California 

Under provisions of the California Financial Code, the Bonds are legal investments for commercial banks in 

California to the extent that the Bonds, in the informed opinion of the bank, are prudent for the investment of funds 

of depositors, and, under provisions of the Government Code of the State, are eligible securities for the deposit of 

public moneys in the State. 
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No Litigation 

No litigation is pending or threatened concerning the validity of the Bonds, or the District’s ability to 

receive ad valorem taxes and to collect other revenues, or contesting the District’s ability to issue and retire the 

Bonds.  The District is not aware of any litigation pending or threatened questioning the political existence of the 

District or contesting the title to their offices of District or County officials who will sign the Bonds and other 

certifications relating to the Bonds, or the powers of those offices.  A certificate (or certificates) to that effect will be 

furnished to purchasers at the time of the original delivery of the Bonds.  

The District is routinely 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 claims will not materially affect the financial 

position or operations of the District. 

Continuing Disclosure 

The District has covenanted for the benefit of the holders and beneficial owners of the Bonds to provide 

certain financial information and operating 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 June 30), commencing with the report for the 

2004-05 Fiscal Year (which is due no later than April 1, 2006), and to provide notices of the occurrence of certain 

enumerated events, if material.  The Annual Report will be provided to any person upon written request.  The notices 

of material events will be filed by the District with each Nationally Recognized Municipal Securities Information 

Repository or with the Municipal Securities Rulemaking Board, and with the State information repository, if any.  

The specific nature of the information to be contained in the Annual Report or the notices of material events is 

summarized in APPENDIX D:  “FORM OF CONTINUING DISCLOSURE CERTIFICATE.”  These covenants 

have been made in order to assist the Underwriter in complying with Securities and Exchange Commission Rule 

15c2-12(b)(5).  The District has never failed to comply in all material respects with any previous undertakings with 

regard to said Rule to provide annual reports or notices of material events. 

MISCELLANEOUS 

Ratings 

The Bonds have received the rating of “Aaa” by Moody’s Investors Service (“Moody’s”) and “AAA” by 

Standard & Poor’s Rating Services (“Standard & Poor’s”), based upon the issuance by Financial Security Assurance 

Inc. of a municipal bond insurance policy with respect to the Bonds at the time of delivery of the Bonds.  Each rating 

agency generally bases its ratings on its own investigations, studies and assumptions.  The District has provided 

certain additional information and materials to each rating agency (some of which does not appear in this Official 

Statement).  The ratings reflect only the views of the respective rating agency, and any explanation of the 

significance of any rating may be obtained only from Moody’s at 99 Church Street, New York, NY  10007, (212) 

553-0882, and from Standard & Poor’s at 55 Water Street, New York, NY  10041, (212) 208-1022.  There is no 

assurance that any rating will continue for any given period of time or that it will not be revised downward or 

withdrawn entirely by the rating agency, if, in the judgment of the rating agency, circumstances so warrant.  Any 

such downward revision or withdrawal of a rating may have an adverse effect on the market price of the Bonds.  The 

District undertakes no responsibility to oppose any such downward revision, suspension or withdrawal. 

Professionals Involved in the Offering 

Orrick, Herrington & Sutcliffe LLP is acting as Bond Counsel and as Disclosure Counsel with respect to the 

Bonds, and will receive compensation from the District contingent upon the sale and delivery of the Bonds.  

California Financial Services is acting as financial advisor to the District with respect to the Bonds, and will receive 

compensation from the District contingent upon the sale and delivery of the Bonds. 
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Underwriting 

The Bonds are being purchased by A. G. Edwards & Sons, Inc. (the “Underwriter”) pursuant to a bond 

purchase contract by and among the District, the County and the Underwriter, dated June 7, 2005, at a price of 

$897,266.10 (calculated as the principal amount of the Bonds of $889,062.35, plus original issue premium of 

$160,783.75, less costs of issuance of the Bonds of $101,100.00, less underwriting compensation of $10,000.00, less 

bond insurance premium of $41,480.00).  Pursuant to the purchase contract, the obligation of the Underwriter to 

purchase the Bonds is subject to certain terms and conditions to be satisfied by the District and the County. 

The Underwriter has certified the re-offering prices or yields set forth on the inside cover hereof.  The 

Underwriter may offer and sell the Bonds to certain dealers and others at prices lower than the offering prices stated 

on the cover page.  The offering prices may be changed from time to time by the Underwriter. 

The District has duly authorized the delivery of this Official Statement. 

ARENA UNION ELEMENTARY SCHOOL DISTRICT 

By:                           /s/   Mark Iacuaniello 

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 District, the District’s finances, and 

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 Bonds is payable from 

the general fund of the District or from State revenues.  The Bonds are payable from the proceeds of an ad valorem

tax approved by the voters of the District pursuant to all applicable laws and Constitutional requirements, and 

required to be levied by the County on property within the District in an amount sufficient for the timely payment of 

principal and interest on the Bonds.  See “SECURITY AND SOURCE OF PAYMENT FOR THE BONDS.” 

FINANCIAL AND DEMOGRAPHIC INFORMATION 

General 

The District, established in 1885, provides elementary educational services to residents of an area 

encompassing approximately 250 square miles located on the Mendocino County Coast and adjoining the Sonoma 

County line.  The economy of the region consists primarily of wine and sparkling wine production, tourism and 

recreation, agriculture and food production, and retail and services.  Recent decades have witnessed a fundamental 

shift to these economic activities from the area’s traditional timber-related and commercial fishing industries. 

The District currently operates one elementary school serving students in grades kindergarten through eight 

and one charter school serving students in grades kindergarten through twelve, serving approximately 316 students.  

As of July 1, 2004, the District employed approximately 36 employees including certificated (credentialed teaching) 

staff, classified (non-teaching) staff, and management personnel.  The District has adopted a Fiscal Year 2004-05 

general fund budget with total expenditures of approximately $5.1 million.  Total assessed valuation of taxable 

property in the District in Fiscal Year 2004-05 is approximately $467 million. 

Arena Union Elementary School District 

Total K-8 Enrollment 

Fiscal Year 
Arena 

Enrollment 
Charter 

Enrollment 
Total 

Enrollment 

2000-01 287 73 360 
2001-02 271 70 341 
2002-03 242 88 330 
2003-04 230 86 316 
2004-05 budgeted 222 94 316 

The District is governed by an elected Board of Trustees consisting of 7 members.  The voting members are 

elected to 4-year terms.  The day-to-day operations are managed by a board-appointed Superintendent of Schools.  

Mark Iacuaniello has served as the Superintendent since 2001.  Mr. Iacuaniello has served California schools as an 

educator for 18 years and a school administrator for 11 years. 

Consolidation with the High School District 

Under the Education Code, when two school districts share a common board of trustees, upon adoption of 

certain consents and taking certain board actions, two such districts may be deemed one district for all purposes 

including, but not limited to budget and personnel matters, with two specific exceptions (the districts continue to be 

treated separately for (i) state apportionments and allowances, and allocation of property tax revenues, and (ii) 

holding title to property and indebtedness).  The District shares a common board with the Point Arena Union High 
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School District.  In order to gain various operational efficiencies and reduce expenditures, pursuant to Education 

Code Section 35110 and following, the District consolidated its operations with the Point Arena Union High School 

District on July 1, 2004. 

State Funding of Education; State Budget Process 

General.  As is true for all school districts in California, District operating income consists primarily of two 

components:  a State portion funded from the State’s general fund and a locally generated portion derived from the 

District’s share of the 1% local ad valorem property tax authorized by the State Constitution.  School districts may 

be eligible for other special categorical funding, including for State and federal programs.  The District receives 

approximately 14% of its revenues from State funds, budgeted at $386,460 in Fiscal Year 2004-05.  As a result, 

decreases in State revenues, or in State legislative appropriations made to fund education, may significantly affect 

District operations. 

According to the State Constitution, the Governor is required to propose a budget to the California 

Legislature no later than January 10 of each year, and a final budget must be adopted by a two-thirds vote of each 

house of the Legislature no later than June 15, although this deadline is routinely breached.  The budget becomes law 

upon the signature of the Governor, who may veto specific items of expenditure.  On May 29, 2002, the State Court 

of Appeal held in White v. Davis (also referred to as Jarvis v. Connell) that the State Controller cannot disburse State 

funds after the beginning of the fiscal year until the adoption of the budget bill or an emergency appropriation, unless 

the expenditure is (i) authorized by a continuing appropriation found in statute, or (ii) mandated by the Constitution 

(such as appropriations for salaries of elected state officers), or (iii) mandated by federal law (such as payments to 

State workers at no more than minimum wage).  The court specifically held that the State Constitution does not 

mandate or otherwise provide for appropriations for school districts without an adopted budget.  Nevertheless, the 

Controller believes that statutory implementation of the constitutional school funding formula provides for a 

continuing appropriation of State funding for schools, and has indicated that payment of such amounts would 

continue during a budget impasse.  Special and categorical funds would not be appropriated until a budget or 

emergency appropriation is adopted.  The Controller has posted guidance as to what can and cannot be paid during a 

budget impasse at its website:  www.sco.ca.gov.  Should the Legislature fail to pass the 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 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 decision to have any long-

term effect on its operating budgets. 

State income tax and other receipts can fluctuate significantly from year to year, depending on economic 

conditions in the State and the nation.  Because funding for education is closely related to overall State income, as 

described in this section, funding levels can also vary significantly from year to year, even in the absence of 

significant education policy changes.  A brief description of the adopted State budget for 2004-05 is included below; 

however, the District cannot predict how State income or State education funding will vary over the entire term to 

maturity of the Bonds, and the District takes no responsibility for informing owners of the Bonds as to any such 

annual fluctuations.  Information about the State budget and State spending for education is regularly available at 

various State-maintained websites.  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 Budget.”  An impartial analysis of the 

budget is posted by the Office of the Legislative Analyst at www.lao.ca.gov.  In addition, various State of California 

official statements, many of which contain a summary of the current and past State budgets and the impact of those 

budgets on school districts in the State, may be found at the website of the State Treasurer, www.treasurer.ca.gov.

The information 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 not incorporated herein by 

these references. 

Aggregate State Education Funding.  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 XVI, 
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Sections 8 and 8.5 of the Constitution), a minimum level of funding is guaranteed to school districts, community 

college districts, and other State agencies that provide direct elementary and secondary instructional programs for 

kindergarten through grade 14 (K-14). 

The guaranteed funding amount for K-14 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 from year to year 

and throughout the stages of any given fiscal year’s budget, from the Governor’s initial budget proposal to actual 

expenditures, as the various factors change.  Over the long run, the guaranteed amount will increase as enrollment 

and per capita personal income grow.  On average, about 40 percent of State general fund tax proceeds are spent on 

the State’s share of Proposition 98 funding. 

The Proposition 98 funding guarantee may be suspended for one year at a time by enactment of an urgency 

statute.  In subsequent years in which State general fund revenues are growing faster than personal income (or 

sooner, as the Legislature may determine), the funding level must be restored to the guaranteed amount.  However, 

the amount of underfunding during suspension of Proposition 98 will result in permanent savings to the State. 

In the past, when State general fund revenues have failed to reach budgeted levels, the State has 

implemented a number of retroactive funding adjustments and deferrals, distorting funding over many years, making 

cross-year comparisons difficult, and making short- and long-term budgeting difficult for school and college districts.  

In several years in the early 1990s, as the State’s economy was sliding into a recession, the State’s budgeted 

allocations for school and college districts proved to be more than Proposition 98 would have required.  The excess 

amounts were later treated by the State as advances to K-14 education against subsequent years’ Proposition 98 

minimum funding levels, resulting in aggregate funding reductions of over $1 billion in those years.  In 2002-03 and 

2003-04, the worsening State financial position again resulted in retroactive adjustments as well as current-year cuts.  

The Legislative Analyst reports that legislative actions in mid-Fiscal Year 2002-03 eliminated $2.5 billion from 

budgeted Proposition 98 funding through a combination of deferral of expenditures to Fiscal Year 2003-04, use of 

one-time funds, captured program savings, and other cuts.  In general, deferral of education expenditures and 

reductions in the components of Proposition 98 funding have the effect of reducing the base from which future 

Proposition 98 minimum funding levels are calculated.  Legislation enacted in March 2003 permanently defers the 

apportionment of Proposition 98 funds, scheduled each year for June, to each July 2, and thus from one fiscal year to 

the next.  These and other techniques will significantly reduce the minimum guarantee requirement for Fiscal Years 

2003-04 and beyond. 

Recent Developments Regarding State Finances.  Since early 2001 the State has faced significant financial 

challenges, with an economic recession in 2001 and a sluggish recovery in 2002 and 2003 (with greatest impacts in 

the high technology, internet, and telecommunications sectors, especially in Northern California); weakened exports; 

and most particularly, large stock market declines between 2000 and 2002, with attendant declines in stock option 

values and capital gains realizations.  These adverse fiscal and economic factors have resulted in an erosion of State 

general fund tax revenues.  The three largest State general fund tax sources are personal income, sales and use, and 

corporate taxes.  The bulk of the revenue declines were from personal income taxes, principally from reduced capital 

gains realizations and stock option income. 

This revenue drop resulted in a shortfall between State revenues and anticipated spending demands during 

the past three fiscal years resulting in a total accumulated deficit of approximately $22 billion.  Two measures 

intended to address the existing cumulative budget deficit and to implement structural reform were approved at the 

March 2, 2004 statewide primary election.  The California Economic Recovery Bond Act (Proposition 57) 

authorized the issuance of up to $15 billion of bonds to finance the State negative general fund reserve balance as of 

June 30, 2004 and other general fund obligations undertaken prior to June 30, 2004.  The Balanced Budget 

Amendment (Proposition 58) requires the State to adopt and maintain a balanced budget and establish a reserve, and 

restricts future long-term deficit-related borrowing.  The State has issued $11.3 billion of the authorized bonds. 
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2004-05 Governor’s Budget.  The Governor signed the State 2004-05 Fiscal Year budget on July 31, 2004, 

although additional pending legislation is expected to affect final budget totals.  The following information is 

adapted from the Legislative Analyst’s budget analyses:  The budget relies heavily on new debt and does not address 

identified structural imbalances between revenues and spending.  The budget addresses the current revenue shortfall 

through program savings, borrowing, local government contributions, and funding shifts, including:  (i) suspending 

Proposition 98 and reducing spending in higher education, corrections, state operations, and social services 

programs; (ii) borrowing $11.3 billion through the issuance of Economic Recovery Bonds; (iii) diverting $1.3 billion 

from local governments to augment revenues in 2004-05 and 2005-06; and (iv) using $1.2 billion in bond proceeds 

related to newly approved tribal gaming compacts to repay in 2004-05 transportation loans otherwise due in 

2005-06. 

With respect to the funding of K-12 education, the budget proposes Proposition 98 funding for grades K 

through 12 of $42.1 billion, or $2.3 billion less than the Proposition 98 guaranteed amount.  The budget provides 

$560 million in one-time funds to meet prior years’ Proposition 98 obligations, but defers another $1 billion of such 

obligations through the 2014-15 budget year.  The budget provides both statutory and discretionary growth and cost-

of-living adjustments to revenue limits ($1.154 billion) and most categorical programs ($335 million), and provides 

$120 million for increased unemployment insurance costs.  The budget provides $270 million in additional revenue 

limit funding to partially restore the $350 million general purpose reduction school districts experienced in 2003-04, 

and provides additional funding for revenue limit equalization across districts ($110 million).  The budget augments 

instructional materials by $188 million and deferred maintenance by $173 million.  In addition, in connection with 

the settlement of a class action lawsuit, Williams v. State of California, brought against the State on behalf of 

students in the most poorly funded schools, the 2004-05 budget provides $138 million in one-time funds for 

instructional materials for the lowest performing schools, and sets aside $50 million for implementation of the 

settlement in 2004-05, primarily for facility improvements to the neediest schools.  Future years’ budgets will have to 

address further settlement terms calling for over $800 million in facilities improvements and additional 

programmatic support. 

Proposition 1A.  Beginning in 1992-93, the State has satisfied a portion of its Proposition 98 obligations by 

shifting part of the 1% local ad valorem property tax revenues otherwise belonging to cities, counties, special 

districts, and redevelopment agencies, to school and college districts through a local Educational Revenue 

Augmentation Fund (ERAF) in each county.  In response to a statewide ballot initiative sponsored by affected local 

agencies, the Legislature proposed an amendment to the State Constitution, which the State’s voters approved as 

“Proposition 1A” at the November 2004 election. 

Proposition 1A is intended to, among other things, stabilize local government revenue sources by restricting 

the State's control over local property taxes.  Beginning in Fiscal Year 2008-09, the State will be able to divert up to 

eight percent of local property tax revenues for State purposes (including, but not limited to, funding K-12 

education) only if: (i) the Governor declares such action to be necessary due to a State fiscal emergency; (ii) two-

thirds of both houses of the Legislature approve the action; (iii) the amount diverted is required by statute to be 

repaid within three years; (iv) the State does not owe any repayment for past property tax or Vehicle License Fee 

diversions to local agencies; and (v) such property tax diversions do not occur in more than two of any ten 

consecutive fiscal years.  Because ERAF shifts will be capped and limited in frequency, school and college districts 

that receive Proposition 98 funding from the State will be more directly dependent upon the State’s general fund. 

Allocation of State Funding to Districts.  Under Education Code Section 42238 and following, each school 

district is 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 daily attendance (“A.D.A.”). 

The base revenue limit is 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 enrollment, increased pupil transportation costs, etc.  Generally, the amount of State funding allocated to each 

school district is the amount needed to reach that district’s base revenue limit after taking into account certain other 

revenues, in particular, locally generated property taxes.  This is referred to as State “equalization aid” or 

colloquially as “backfill.”  To the extent local tax revenues increase due to growth in local property assessed 

valuation, the additional revenue is offset by a decline in the State’s contribution. 
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Enrollment can fluctuate due to factors such as population growth, competition from private, parochial, and 

public charter schools, inter-district transfers in or out, and other causes.  Losses in enrollment will cause a school 

district to lose operating revenues, without necessarily permitting the district to make adjustments in fixed operating 

costs. 

The District’s revenue limit income per A.D.A. is budgeted to be $5,686 for 2004-05, compared to 

approximately $5,222 for 2003-04.  The District’s recent A.D.A. history for grade K through grade 8 (K-8) is set 

forth in the table below: 

Arena Union Elementary School District 

Total K-8 (P-2) 

Average Daily Attendance 

Fiscal Year
Average Daily 

Attendance 

1997-98 330 
1998-99(1) 299 
1999-00 254 
2000-01 254 
2001-02 248 
2002-03 222 
2003-04 209 
2004-05(2) 209 

(1) Commencing in Fiscal Year 1998-99, State law requires average daily attendance to be computed without including excused 
absences. 

(2) Fiscal Year 2004-05 Budget, adopted July 1, 2004. 

In its most recent adopted budget, the District estimates that it will receive $1.6 million in aggregate 

revenue limit income in 2004-05, or approximately 57% of its total general fund revenues.  This amount represents 

an increase of approximately 3% from the $1.5 million that the District received in 2003-04.  State funds for special 

(categorical) programs are budgeted at $363,014, including the State lottery fund portion.  Lottery funds may not be 

used for non-instructional purposes, such as the acquisition of real property, the construction of facilities, or the 

financing of research.  School districts receive lottery funds proportional to their total A.D.A.  The District’s State 

lottery revenue is budgeted at approximately $217 per A.D.A. 

The District adopted its own 2004-05 budget prior to the adoption of the State budget.  Certain adjustments 

may have to be made throughout the year based on actual State funding and actual attendance.  The District cannot 

make any predictions regarding the disposition of additional pending budget legislation or its effect on school 

finance, or whether the State will make additional cuts or enhancements to education funding during Fiscal Year 

2004-05.  In addition, the District’s budgeted A.D.A. is an estimate used for planning purposes only, and does not 

represent a prediction as to the actual attendance or the District’s actual funding level for 2004-05. 

Local 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.  Education Code Section 42238(h) itemizes the local revenues that are 

counted towards the base revenue limit before calculating how much the State must provide in equalization aid.  The 

more local property taxes a district receives, the less State equalization aid it is entitled to; ultimately, a school 

district whose local property tax revenues exceed its base revenue limit is entitled to receive no State equalization 

aid, and receives only its special categorical aid, which is deemed to include the “basic aid” of $120 per student per 

year guaranteed by Article IX, Section 6 of the Constitution.  Such districts are known colloquially as “basic aid 

districts.”  Districts that receive some equalization aid are commonly referred to as “revenue limit districts.” 
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The District is currently a “basic aid” district.  Local property tax revenues account for approximately 99% 

of the District’s aggregate revenue limit income, and are budgeted at $1.5 million, or 57% of total general fund 

revenue in 2004-05.  The County is a “Teeter Plan” county, which means that the District is made whole for any 

delinquencies in payment of property taxes by local property owners.  Property tax levy and collection procedures 

(including the Teeter Plan) are discussed under “SECURITY AND SOURCE OF PAYMENT FOR THE BONDS - 

Tax Rates, Levies, Collection and Delinquencies” in the front portion of this Official Statement.  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. 

Under California law, a city or county can create a redevelopment agency in territory within one or more 

school districts.  Upon formation of a “project area” of a redevelopment agency, all property tax revenues 

attributable to the growth in assessed value of taxable property within the project area (known as “tax increment”) 

belong to the redevelopment agency, causing a loss of tax revenues to other local taxing agencies, including school 

districts, from that time forward.  For revenue limit districts, any loss of local property taxes is made up by an 

increase in State equalization aid, until the base revenue limit is reached.  For basic aid districts, the loss of tax 

revenues is not reimbursed by the State.  In neither case are taxes collected for payment of debt service on school 

bonds affected or diverted.  Certain school districts may enter into “pass-through agreements” with their local 

redevelopment agencies in order to receive a portion of the tax increment revenue that would otherwise belong to the 

redevelopment agency (provided such revenue is not pledged and needed to pay debt service on redevelopment 

agency tax-increment bonds), and in some cases the pass-through is mandated by statute (in which case it cannot be 

pledged to pay redevelopment agency bonds). 

District Budget Process and County Review 

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 school district governing board must adopt and file with the county superintendent of 

schools a tentative budget by July 1 in each fiscal year.  The District is under the jurisdiction of the Mendocino 

County Superintendent of Schools. 

The county superintendent must review and 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 Board of Education 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, hold 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 circumstances, if a budget is disapproved.  After approval of an adopted budget, 

the school district’s administration 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 to its 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 subsequent year 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 obligations 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 board, 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 
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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 school 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 period ended January 31) as to its ability 

to meet its financial obligations for the remainder of the then-current fiscal year and, based on current forecasts, for 

the subsequent 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 two fiscal years.  A negative certification is assigned to any 

school district that will be unable to meet its financial obligations for the remainder of the fiscal year or subsequent 

fiscal year.  A qualified certification is assigned to any school district that may not meet its financial obligations for 

the current fiscal year or two subsequent fiscal years.  A school 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 superintendent.  The District has never received a qualified or negative certification. 

Accounting Practices 

The accounting policies of the District conform to generally accepted accounting principles in accordance 

with the definitions, instructions and procedures of the California School Accounting Manual, as required by the 

State Education Code.  Revenues are recognized in the period in which they become both measurable and available 

to finance expenditures of the current fiscal period.  Expenditures are recognized in the period in which the liability 

is incurred. 

Robertson, Cahill & Associates, CPAs, Ukiah, California, serves as independent auditor to the District and 

excerpts of its report for Fiscal Year Ended June 30, 2004, are attached hereto as APPENDIX B.  The District 

considers its audited financial statements to be public information, and accordingly no consent has been sought or 

obtained from the auditor in connection with the inclusion of such statements in this Official Statement.  The auditor 

has made no representation in connection with inclusion of the audit excerpts herein that there has been no material 

change in the financial condition of the District since the audit was concluded.  The District is required by law to 

adopt its audited financial statements following a public meeting to be conducted no later than January 31 following 

the close of each fiscal year. 

District Expenditures 

The largest part of each school district’s general fund budget is used to pay salaries and benefits of 

certificated (credentialed teaching) and classified (non-instructional) employees.  Changes in salary and benefit 

expenditures from year to year are generally based on changes in staffing levels, negotiated salary increases, and the 

overall cost of employee benefits.   

In its 2004-05 budget, the District projects that it will expend approximately $2 million in salaries and 

benefits, or approximately 70% of its general fund expenditures.  This amount represents an increase of 

approximately 5% from the $1.9 million the District expended in 2003-04.  For the fiscal year 2002-03, the District 

and Point Arena Joint Union High School District shared equally the costs of a common administration.  However, 

beginning in fiscal year 2003-04, the District paid only 40% of such costs while the Point Arena Joint Union High 

School District paid 60%. 

The District is required by State law and regulation to maintain various reserves.  The District is required to 

maintain a reserve for economic uncertainties in the amount of 5% of its total (adjusted) general fund expenditures, 

based on its total student attendance.  Legislation enacted in connection with the 2003-04 State budget negotiations 

has granted school districts greater flexibility in the funding and use of these and certain other reserved funds.  In 

2003-04 and 2004-05, the District is only required to maintain a reserve for economic uncertainties in the amount of 
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1.5% of its total expenditures.  The District has budgeted an unrestricted general fund reserve of $341,346 which 

represents 5% of total expenditures. 

Labor Relations.  As of July 1, 2004, 37 employees were represented by labor organizations, as shown in 

the table below.  The remainder are not represented by any formal bargaining unit. 

Arena Union Elementary School District 

Labor Organizations 

Labor Organization Represented Employees Contract Expiration

Arena Union Teachers Organization 19 July 1, 2003(1)

California School Employees Association South 

Coast Chapter #343 

18 July 1, 2005 

_______________________
(1) Currently under negotiation for a contract expiring in 2006.  Negotiations expect to be settled by June 30, 2005. 

Retirement Programs.  The District participates in the State Teachers’ Retirement System (“STRS”) for all 
full-time and some part-time certificated employees.  Each school district is required by statute to contribute 8.25% 
of eligible employees’ salaries to STRS on a monthly basis.  Employees are required to contribute 8% of eligible 
salary.  The State is required to contribute as well.  The District’s employer contribution to STRS was approximately 
$82,844 for Fiscal Year 2003-04 and is budgeted at $84,454 in Fiscal Year 2004-05. 

The District also participates in the California Public Employees’ Retirement System (“CalPERS”) for all 
full-time and some part-time classified employees.  For many years, school districts were not required to contribute 
to CalPERS due to favorable investment of CalPERS funds, but beginning in 2002-03, the District was required to 
contribute toward CalPERS, at a State-determined percentage of CalPERS-eligible salaries.  In the current budget 
year, the total contribution is budgeted at $41,038, compared to a Fiscal Year 2003-04 expense of $36,757. 

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.  STRS and CalPERS liabilities are more 
fully described in APPENDIX B: “EXCERPTS FROM FINANCIAL STATEMENTS OF THE DISTRICT 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004,” Note 15.

Accrued Vacation and other Obligations:  The long-term portion of accumulated and unpaid employee 
vacation for the District as of June 30, 2004, was $8,578.  See APPENDIX B: “EXCERPTS FROM FINANCIAL 

STATEMENTS OF THE DISTRICT FOR THE FISCAL YEAR ENDED JUNE 30, 2004,” Note 6. 

Summary of District Revenues and Expenditures 

The following table summarizes the District’s actual or budgeted general fund revenue, expenditures and 

fund balances for Fiscal Years 2000-01 through 2004-05.  Excerpts of the District’s audited financial statements for 

the year ending June 30, 2004, are reproduced in Appendix B.  The final (unaudited) statement of receipts and 

expenditures for each fiscal year ending June 30 is required by State law to be approved by the District’s Board of 

Trustees by September 15, and the audit report must be filed with the Mendocino County Superintendent of Schools 

and State officials by December 15 of each year. 
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General Fund 

Revenues, Expenditures and Fund Balances 

2000-01 through 2004-05 

2000-01 
Actual(1)

2001-02 
Actual(1)

2002-03 
Actual(1)

2003-04 
Actual(1)

2004-05 
Budget(2)

REVENUE/RECEIPTS      
Revenue Limit Sources: 

State Apportionments $    135,088 $    134,635 $     86,212 $      14,205 $      23,446 
Local Sources 1,266,933 1,365,462 1,479,195 1,547,536 1,580,579 

Federal Revenue 309,965 504,416 524,748 329,471 450,208 
Other State Revenue 481,677 444,171 387,879 355,441 363,014 
Other Local Revenue 346,686 336,428 310,225 341,885 376,051 

TOTAL $2,540,349 $2,785,112 $2,788,259 $2,588,538 $2,793,298 

EXPENDITURES/DISBURSEMENTS    

Certificated Salaries 841,133 959,421 1,062,218 1,015,603 1,083,479 
Classified Salaries 333,745 383,855 428,068 382,330 436,892 
Employee Benefits 339,577 381,423 487,449 514,572 502,870 
Books and Supplies 139,332 175,535 150,407 114,122 111,130 
Services/ Other Operating 

Expenditures 400,469 401,863 422,229 383,071 352,053
Capital Outlay  79,344 21,796 -- -- 
Other Outgo    370,952 396,919 
Direct Support Indirect Costs    (2,064) (3,330) 

TOTAL $2,054,256 $2,381,441 $2,572,167 $2,778,586 $2,880,013 

Excess of Revenues Over (Under) 
Expenditures 486,093 403,671 216,092 (190,048) (86,715)

Contributions      
Operating transfers in 12,000 10,860    
Operating transfers out (12,937) (10,000)    
Other uses and transfers in      
Other uses and transfers out (274,901) (285,809) (334,584) (8,470) (1,938) 

TOTAL ($275,838) ($284,949) ($334,584) ($8,470) ($1,938)

    
EXCESS OF REVENUE, OTHER 

SOURCES OVER/(UNDER)
EXPENDITURES, OTHER 

USES 210,255 118,722 (118,492) (198,518) (88,653) 
      
Fund Balance, Beginning of Year 418,031 628,286 747,008 628,516 429,998 
Fund Balance, End of Year $628,286 $747,008 $628,516 $429,998 $341,346 

________________________________
(1)  Excerpted from the District’s audited Financial Statements. 
(2)  Second Interim Report as of April 21, 2005. 
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District Debt Structure 

Tax and Revenue Anticipation Notes.  The District has issued Tax and Revenue Anticipation Notes 

(“TRANs”) through the California School Cash Reserve Program Authority for the past three years, as shown in the 

table below.  The District’s TRANs are a general obligation of the District, payable from the District’s general fund 

and any other lawfully available moneys.  Additionally, the District has approved 2005-2006 tax and revenue 

anticipation notes to be issued in the principal amount of $700,000. 

Issuance Date Principal Amount Interest Rate Yield Due Date

July 3, 2001 $700,000 4.00% 2.65% July 3, 2002 

July 3, 2002 325,000 3.00 1.67 July 2, 2003 

July 3, 2003 75,000 2.00 0.90 July 6, 2004 

July 6, 2004 305,000 1.60 2.47 July 5, 2005 

General Obligation Bonds.  In 2003 the voters of the District approved a bond proposition authorizing the 

issuance of $3,700,000 to finance specific construction and modernization projects approved by the voters.  The 

District issued its first series of bonds under this measure on July 8, 2004 in the amount of $2,810,000.  As of July 1, 

2004, the entire principal amount currently remains outstanding. 

Capital Financing Plan 

The District has developed a capital financing plan that includes facilities improvement needs of 

approximately $4.2 million.  The District anticipates that the $3 million of authorized general obligation bonds, plus 

State grants and developer fees that the District has received or expects to receive, will be sufficient to complete all 

such improvements. 

Insurance, Risk Pooling and Joint Powers Arrangements

The District participates in the Northern California Schools Insurance Group (NCSIG), a joint venture 

under a Joint Powers Agreement among 135 local school districts in Northern California.  The District purchases 

comprehensive general liability and property damage from NCSIG.  For property damage, the District has a 

deductible of $1,000 per occurrence; NCSIG covers damage up to $100,000 via a self-insured retention, purchases 

excess coverage through Northern California Regional Excess Insurance Fund (NorCal Relief) for coverage of the 

next $150,000 per occurrence, and purchases excess property insurance in the commercial market to a policy limit of 

$99,750,000 per occurrence through NorCal ReLiEF.  For liability insurance, the District has a deductible of $1,000

per occurrence; NCSIG covers liability up to $150,000 via a self-insured retention, purchases excess general liability 

coverage through NorCal ReLiEF to a policy limit of $850,000 per occurrence, and purchases additional excess 

liability coverage to $14,000,000 per occurrence through Schools Excess Liability Fund (SELF).  The District 

purchases workers’ compensation coverage at levels required by statute in the commercial market through SIGNAL, 

another joint powers authority of which the District is a member. 

In addition to the above, the District participates in 4 joint powers arrangements with: (1) Northern 

California Schools Insurance Group for the property and liability insurance for its member school districts; (2) 

Schools Insurance Group Northern Alliance for the self-insurance plan and system for workers’ compensation claims 

against member public educational agencies; (3) Schools Excess Liability Fund (SELF) for the self-funding and risk 

management for excess liability for California public educational agencies; and (4) Mendocino County Youth Project 

for the variety of services to children, youth, and their families throughout the County.  The District is not a member 

of any other joint powers agencies or authorities.  The District shares surpluses and deficits of each JPA in 

proportion to its participation in each.  The District’s potential liabilities under its arrangement with these JPAs are 

described in APPENDIX B: “EXCERPTS FROM FINANCIAL STATEMENTS OF THE DISTRICT FOR THE 

FISCAL YEAR ENDED JUNE 30, 2004”, Note 13.  The District does not directly bear liability for the losses of 

other members of NCSIG; however in the event of numerous large local losses, NCSIG’s self-insured retention fund 

could be exhausted, and member districts such as the District could be required to make further contributions to 

cover member claims. 
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Charter Schools 

There is currently 1 charter school operating in the District.  Charter schools receive revenues from the 

State and from each district in which they operate for each student enrolled in the charter school, and thus effectively 

reduce revenues available for students enrolled in regular district-operated schools.  In addition, each school district 

is required to accommodate charter school students originating in the district in facilities comparable to those 

provided to regular district students, for each charter school with enrollment of at least 80 in-district students.  The 

District cannot predict whether or not in the future any charter schools will be formed or commence operation in the 

District.

CONSTITUTIONAL AND STATUTORY PROVISIONS 

AFFECTING DISTRICT REVENUES AND APPROPRIATIONS 

Limitations on Revenues 

Article XIIIA of the California Constitution.  Article XIIIA of the State Constitution, adopted and known as 

Proposition 13, was approved by the voters in June 1978.  Section 1(a) of Article XIIIA limits the maximum ad

valorem tax on real property to 1% of “full cash value,” and provides that such tax shall be collected by the counties 

and apportioned according to State law.  Section 1(b) of Article XIIIA provides that the 1% limitation does not apply 

to ad valorem taxes levied to pay interest and redemption charges on (i) indebtedness approved by the voters prior to 

July 1, 1978, or (ii) bonded indebtedness for the acquisition or improvement of real property approved on or after 

July 1, 1978, by two-thirds of the votes cast on the proposition, or (iii) bonded indebtedness incurred by a school 

district or community college district for the construction, reconstruction, rehabilitation or replacement of school 

facilities or the acquisition or lease of real property for school facilities, approved by 55% of the voters of the 

district, but only if certain accountability measures are included in the bond proposition.  The tax for payment of the 

District’s general obligation bonds falls within the exception for bonds approved by a 55% vote. 

Section 2 of Article XIIIA defines “full cash value” to mean the county assessor’s valuation of real property 

as shown on the Fiscal Year 1975-76 tax bill, or, thereafter, the appraised value of real property when purchased, 

newly constructed, or a change in ownership has occurred.  The full cash value may be adjusted annually to reflect 

inflation at a rate not to exceed 2% per year, or to reflect a reduction in the consumer price index or comparable data 

for the area under taxing jurisdiction, or may be reduced in the event of declining property value caused by 

substantial damage, destruction or other factors.  Legislation enacted by the State Legislature to implement Article 

XIIIA provides that, notwithstanding any other law, local agencies may not levy any ad valorem property tax except 

the 1% base tax levied by each County and taxes to pay debt service on indebtedness approved by the voters as 

described above.   

Since its adoption, Article XIIIA has been amended a number of times.  These amendments have created a 

number of exceptions to the requirement that property be reassessed when purchased, newly constructed or a change 

in ownership has occurred.  These exceptions include certain transfers of real property between family members, 

certain purchases of replacement dwellings for persons over age 55 and by property owners whose original property 

has been destroyed in a declared disaster, and certain improvements to accommodate disabled persons and for 

seismic upgrades to property.  These amendments have resulted in marginal reductions in the property tax revenues 

of the District. 

Both the California State Supreme Court and the United States Supreme Court have upheld the validity of 

Article XIIIA. 

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 other factors, to subsequently 

“recapture” such value (up to the pre-decline 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 
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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 value” for purposes of 

Proposition 13 and that subsequent increases in the assessed value of a property by more than 2% in a single year 

violate Article XIII A.  On appeal, the California Court of Appeal upheld the recapture practice in 2004, and the 

State Supreme Court declined to review the ruling, leaving the recapture law in place.  A drop in assessed valuation 

would not result in any long-term loss of taxes levied to pay the District’s bonds, but would instead cause the County 

to raise the rate of ad valorem taxes to generate revenues sufficient for the payment of principal of and interest on 

such bonds. 

Article XIIIC and Article XIIID of the California Constitution. On November 5, 1996, the voters of the 

State approved Proposition 218, the so-called “Right to Vote on Taxes Act”. Proposition 218 added Articles XIIIC 

and XIIID to the State Constitution, which contain a number of provisions affecting the ability of local agencies, 

including school districts, to levy and collect both existing and future taxes, assessments, fees and charges.  Among 

other things, Article XIIIC establishes that every tax is either a “general tax” (imposed for general governmental 

purposes) or a “special tax” (imposed for specific purposes); prohibits special purpose government agencies such as 

school districts from levying general taxes; and prohibits any local agency from imposing, extending or increasing 

any special tax beyond its maximum authorized rate without a two-thirds vote.  Article XIIIC also provides that no 

tax may be assessed on property other than ad valorem property taxes imposed in accordance with Articles XIII and 

XIIIA of the California Constitution and special taxes approved by a two-thirds vote under Article XIIIA, Section 4. 

Article XIIIC also provides that the initiative power shall not be limited in matters of reducing or repealing 

local taxes, assessments, fees and charges.  The State Constitution and the laws of the State impose a duty on the 

county treasurer-tax collector to levy a property tax sufficient to pay debt service on school bonds coming due in 

each year. The initiative power cannot be used to reduce or repeal the authority and obligation to levy such taxes 

which are pledged as security for payment of the Bonds or to otherwise interfere with performance of the duty of the 

District and the County with respect to such taxes.  Legislation adopted in 1997 provides that Article XIIIC shall not 

be construed to mean that any owner or beneficial owner of a municipal security assumes the risk of or consents to 

any initiative measure which would constitute an impairment of contractual rights under the contracts clause of the 

U.S. Constitution. 

Article XIIID deals with assessments and property-related fees and charges.  Article XIIID explicitly 

provides that nothing in Article XIIIC or XIIID shall be construed to affect existing laws relating to the imposition of 

fees or charges as a condition of property development; however it is not clear whether the initiative power is 

therefore unavailable to repeal or reduce developer and mitigation fees imposed by the District.  Developer fees are 

neither pledged nor available to pay the Bonds. 

The interpretation and application of Proposition 218 will ultimately be determined by the courts with 

respect to a number of the matters discussed above, and it is not possible at this time to predict with certainty the 

outcome of such determination. 

Expenditures and Appropriations 

Article XIIIB of the California Constitution.  In addition to the limits Article XIIIA imposes on property 

taxes that may be collected by local governments, certain other revenues of the State and local governments are 

subject to an annual “appropriations limit” or “Gann Limit” imposed by Article XIIIB of the State Constitution, 

which effectively limits the amount of such revenues that government entities are permitted to spend.  Article XIIIB, 

approved by the voters in June 1979, was modified substantially by Proposition 111 in 1990.  The appropriations 

limit of each government entity applies to “proceeds of taxes,” which consist of tax revenues, state subventions and 

certain other funds, including proceeds from regulatory licenses, user charges or other fees to the extent that such 

proceeds exceed “the cost reasonably borne by such entity in providing the regulation, product or service.”  

“Proceeds of taxes” excludes tax refunds and some benefit payments such as unemployment insurance.  No limit is 

imposed on the appropriation of funds which are not “proceeds of taxes,” such as reasonable user charges or fees, 

and certain other non-tax funds. 
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Article XIIIB also does not limit appropriation of local revenues to pay debt service on bonds existing or 

authorized by January 1, 1979, or subsequently authorized by the voters, appropriations required to comply with 

mandates of courts or the federal government, appropriations for qualified capital outlay projects, and appropriation 

by the State of revenues derived from any increase in gasoline taxes and motor vehicle weight fees above January 1, 

1990, levels.  The appropriations limit may also be exceeded in cases of emergency; however, the appropriations 

limit for the three years following such emergency appropriation must be reduced to the extent by which it was 

exceeded, unless the emergency arises from civil disturbance or natural disaster declared by the Governor, and the 

expenditure is approved by two-thirds of the legislative body of the local government. 

The State and each local government entity has its own appropriations limit.  Each year, the limit is adjusted 

to allow for changes, if any, in the cost of living, the population of the jurisdiction, and any transfer to or from 

another government entity of financial responsibility for providing services.  Each school district is required to 

establish an appropriations limit each year.  In the event that a school district’s revenues exceed its spending limit, 

the district may increase its appropriations limit to equal its spending by taking appropriations limit from the State. 

Proposition 111 requires that each agency’s actual appropriations be tested against its limit every two years.  

If the aggregate “proceeds of taxes” for the preceding two-year period exceeds the aggregate limit, the excess must 

be returned to the agency’s taxpayers through tax rate or fee reductions over the following two years.  If the State’s 

aggregate “proceeds of taxes” for the preceding two-year period exceeds the aggregate limit, 50% of the excess is 

transferred to fund the State’s contribution to school and college districts. 

In Fiscal Year 2003-04, the District had an appropriations limit of $1,823,663 and estimates an 

appropriations limit in 2004-05 of $1,823,663. 

Future Initiatives. Article XIIIA, Article XIIIB, Article XIIIC, Article XIIID, as well as Propositions 98 
and 111, were each adopted as measures that qualified for the ballot pursuant to the State’s initiative process.  From 
time to time other initiative measures could be adopted, further affecting District revenues or the District’s ability to 
expend revenues.
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APPENDIX B 
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APPENDIX C 

PROPOSED FORM OF OPINION OF BOND COUNSEL 

[Delivery Date] 

Board of Trustees 

Arena Union Elementary School District 

Point Arena, California 

Arena Union Elementary School District 

General Obligation Bonds, Election of 2003, Series 2005

(Final Opinion) 

Ladies and Gentlemen: 

We have acted as bond counsel in connection with the issuance by the County of Mendocino, California (the 

“County”), on behalf of the Arena Union Elementary School District (the “District”), which is located in the County, 

of $889,062.35 aggregate principal amount of bonds designated as “Arena Union Elementary School District 

General Obligation Bonds, Election of 2003, Series 2005” (the “Bonds”).  The Bonds are issued under and pursuant 

to a resolution of the Board of Trustees of the District adopted on May 19, 2005 (the “Resolution”).   

In such connection, we have reviewed the Resolution, the tax certificate of the District dated the date hereof 

(the “Tax Certificate”), certificates of the District, the County, and others, and such other documents and matters to 

the extent we deemed necessary to render the opinions set forth herein. 

Certain agreements, requirements and procedures contained or referred to in the Resolution, the Tax Certificate and 

other relevant documents may be changed and certain actions (including, without limitation, the defeasance of 

Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set forth in such 

documents.  No opinion is expressed herein as to any Bond or the interest thereon if any such change occurs or 

action is taken or omitted upon the advice or approval of counsel other than ourselves. 

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.  We have not undertaken to determine, or to inform any person, 

whether any such actions are taken or omitted or events do occur or any other matters come to our attention after the 

date hereof.  Our engagement with respect to the Bonds has concluded 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) and the due and legal execution and delivery thereof by, and validity against, any 

parties other than the District and the County.  We have assumed, without undertaking to verify, the accuracy of the 

factual matters represented, warranted or certified in the documents 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 Bonds to be included in gross income for 

federal income tax purposes.  We call attention to the fact that the rights and obligations under the Bonds, the 

Resolution and the Tax Certificate and their enforceability may be subject to bankruptcy, insolvency, reorganization, 

arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting creditors’ rights, to the 

application of equitable principles, to the exercise of judicial discretion in appropriate cases and to the limitations on 
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legal remedies against school districts or counties in the State of California.  We express no opinion with respect to 

any indemnification, contribution, penalty, choice of law, choice of forum, waiver or severability provisions 

contained in the documents mentioned in the preceding sentence.  Finally, we undertake no responsibility for the 

accuracy, completeness or fairness of the Official Statement or other offering materials relating to the 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 following opinions: 

1. The Bonds 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 Board of Supervisors 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 Bonds and the interest 

thereon. 

4. Interest on the 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.  Interest on the 

Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, 

although we observe that interest on the Bonds is included in adjusted current earnings in calculating corporate 

alternative minimum taxable income.  We express no opinion regarding any other tax consequences related to the 

ownership or disposition of, or the accrual or receipt of interest on, the Bonds. 

Faithfully yours, 

ORRICK, HERRINGTON & SUTCLIFFE LLP

per
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APPENDIX D 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by the Arena 

Union Elementary School District (the “District”) in connection with the issuance of $889,062.35 aggregate initial 

principal (denominational) amount of Arena Union Elementary School District General Obligation Bonds, Election 

of 2003, Series 2005 (the “Bonds”).  The Bonds are being issued pursuant to a resolution (the “Resolution”) adopted 

by the Board of Trustees of the District by its resolution adopted on May 19, 2005.  The District covenants and 

agrees as follows: 

SECTION 1. Purpose of the Disclosure Certificate.  This Disclosure Certificate is being executed and 

delivered by the District for the benefit of the Holders and Beneficial Owners of the Bonds and in order to assist the 

Participating Underwriters in complying with Securities and Exchange Commission (“S.E.C.”) Rule 15c2-12(b)(5). 

The District is not an obligated person with respect to more than $10,000,000 in aggregate principal amount 

of outstanding municipal securities, including the Bonds.  The offering of the Bonds is therefore exempt from S.E.C. 

Rule 15c2-12(b)(5) pursuant to Section (d)(2) of said Rule. 

SECTION 2. Definitions.  In addition to the definitions set forth in the Resolution, which apply to any 

capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the following capitalized 

terms shall have the following meanings: 

“Annual Report” shall mean any Annual Report provided by the District pursuant to, and as described in, 

Sections 3 and 4 of this Disclosure Certificate. 

“Beneficial Owner” shall mean any person which has or shares the power, directly or indirectly, to make 

investment decisions concerning ownership of any Bonds (including persons holding Bonds through nominees, 

depositories or other intermediaries). 

“Dissemination Agent” shall mean the District, or any successor Dissemination Agent designated in writing 

by the District and which has filed with the District a written acceptance of such designation. 

“Holder” shall mean the person in whose name any Bond shall be registered. 

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

“National Repository” shall mean any Nationally Recognized Municipal Securities Information Repository 

for purposes of the Rule.  The National Repositories currently approved by the Securities and Exchange Commission 

are set forth at http://www.sec.gov/info/municipal/nrmsir.htm. 

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to comply 

with the Rule in connection with offering of the Bonds. 

“Repository” shall mean each National Repository and the State Repository. 

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the 

Securities Exchange Act of 1934, as the same may be amended from time to time. 

“State Repository” shall mean any public or private repository or entity designated by the State of 

California as the state repository for the purpose of the Rule and recognized as such by the Securities and Exchange 

Commission, as listed at http://www.sec.gov/info/municipal/nrmsir.htm. 
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SECTION 3. Provision of Annual Reports.

(a) The District shall, or shall cause the Dissemination Agent to, not later than nine months 

after the end of the District’s fiscal year (currently ending June 30), commencing with the report for the 2004-05 

Fiscal Year (which is due no later than April 1, 2006, provide to any person upon written request an Annual Report 

which is consistent with the requirements of Section 4 of this Disclosure Certificate.  The Annual Report may be 

submitted as a single document or as separate documents comprising a package, and may cross-reference other 

information as provided in Section 4 of this Disclosure Certificate.  If the District’s fiscal year changes, it shall give 

notice of such change in the same manner as for a Listed Event under Section 5(c). 

Written request shall be made to: 

Arena Union Elementary School District 

45 Lake Street 

Point Arena, CA 95468 

Attn:  Superintendent 

Tel:  (707) 882-2803 

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 statements and 

information prescribed for inclusion therein by the Controller of the State of California.  

If the District’s audited financial statements are not available by the time the Annual 

Report is required to be made available pursuant to Section 3(a), the Annual Report shall 

contain unaudited financial statements in a format similar to the financial statements 

contained in the final Official Statement, and the audited financial statements shall be 

made available in the same manner as the Annual Report when they become available. 

Any or all of the items listed above may be included by specific reference to other documents, including official 

statements of debt issues of the District or related public entities, which have been submitted to each of the 

Repositories or the S.E.C..  If the document included by reference is a final official statement, it must be available 

from the Municipal Securities Rulemaking Board.  The District shall clearly identify each such other document so 

included by reference. 

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the District shall give, or cause to be given, 

notice of the occurrence of any of the following events with respect to the Bonds, if material: 

1. Principal and interest payment delinquencies; 

2. Non-payment related defaults; 

3. Unscheduled draws on debt service reserves reflecting financial difficulties; 

4. Unscheduled draws on credit enhancements reflecting financial difficulties; 

5. Substitution of credit or liquidity providers, or their failure to perform; 

6. Adverse tax opinions or events affecting the tax-exempt status of the Bonds; 

7. Modifications to rights of Bond holders; 

8. Optional, unscheduled or contingent Bond calls; 



 D-3

9. Defeasances; 

10. Release, substitution, or sale of property securing repayment of the Bonds; 

11. Rating changes. 

(b) Whenever the District obtains knowledge of the occurrence of a Listed Event, the District 

shall as soon as possible determine if such event would be material under applicable federal securities laws. 

(c) If the District determines that knowledge of the occurrence of a Listed Event would be 

material under applicable federal securities laws, the District shall promptly file a notice of such occurrence with 

each National Repository or with the Municipal Securities Rulemaking Board, and with the State Repository.  

Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(4) and (5) need not be given 

under this subsection any earlier than the notice (if any) of the underlying event is given to Holders of affected 

Bonds pursuant to the Resolution. 

SECTION 6. Electronic Filing.  Submission of Annual Reports and notices of Listed Events to 

DisclosureUSA.org or another “Central Post Office” designated and accepted by the S.E.C. shall constitute 

compliance with the requirement of filing such reports and notices with each National Repository and any State 

Repository hereunder. 

SECTION 7. 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 notice of such termination in the 

same manner as for a Listed Event under Section 5(c). 

SECTION 8. Dissemination Agent.  The District may, from time to time, appoint or engage a 

Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge 

any such Agent, with or without appointing a successor Dissemination Agent. The Dissemination Agent shall not be 

responsible in any manner for the content of any notice or report prepared by the District pursuant to this Disclosure 

Certificate.  The initial Dissemination Agent shall be the District. 

SECTION 9. Amendment; Waiver.  Notwithstanding any other provision of this Disclosure Certificate, 

the District may amend this Disclosure Certificate, and any provision of this Disclosure Certificate may be waived, 

provided that the following conditions are satisfied: 

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a), it may 

only be made in connection with a change in circumstances that arises from a change in legal requirements, 

change in law, or change in the identity, nature or status of an obligated person with respect to the 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 Rule at the time of the 

original issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, as 

well as any change in circumstances; and 

(c) The amendment or waiver either (i) is approved by the Holders of the Bonds in the same 

manner as provided in the Resolution for amendments to the Resolution with the consent of Holders, or (ii) 

does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the 

Holders or Beneficial Owners of the Bonds. 

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 include, 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 financial information or operating data being presented by the District. In addition, if the amendment 
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relates to the accounting principles to be followed in preparing financial statements, (i) notice of such change shall 

be given in the same manner as for a Listed Event under Section 5(c), 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 10. Additional Information.  Nothing in this Disclosure Certificate shall be deemed to prevent 

the District from disseminating any other information, using the means of dissemination set forth in this Disclosure 

Certificate or any other means of communication, or including any other information in any Annual Report or notice 

of occurrence of a Listed Event, in addition to that which is required by this Disclosure Certificate. If the District 

chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in addition to that 

which is specifically required by this Disclosure Certificate, the District shall have no obligation under this 

Certificate to update such information or include it in any future Annual Report or notice of occurrence of a Listed 

Event. 

SECTION 11. Default.  In the event of a failure of the District to comply with any provision of this 

Disclosure Certificate any Holder or Beneficial Owner of the Bonds may take such actions as may be necessary and 

appropriate, including seeking mandate or specific performance by court order, to cause the District to comply with 

its obligations under this Disclosure Certificate; provided, that any such action may be instituted only in Superior 

Court of the State of California in and for the County of Mendocino or in U.S. District Court in or nearest to the 

County.  A default under this Disclosure Certificate shall not be deemed an Event of Default under the Resolution, 

and the sole remedy under this Disclosure Certificate in the event of any failure of the District to comply with this 

Disclosure Certificate shall be an action to compel performance. 

SECTION 12. Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the District, 

the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time to time of the 

Bonds, and shall create no rights in any other person or entity. 

Date: ______________. 

ARENA UNION ELEMENTARY SCHOOL DISTRICT 

By                  

 Superintendent 



 D-5

CONTINUING DISCLOSURE EXHIBIT A 

FORM OF NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of District: ARENA UNION ELEMENTARY SCHOOL DISTRICT 

Name of Bond Issue: ARENA UNION ELEMENTARY SCHOOL DISTRICT GENERAL 

OBLIGATION BONDS, ELECTION OF 2003, SERIES 2005 

Date of Issuance: ______________ 

NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with respect to the above-named 

Bonds as required by Section 4 of the Continuing Disclosure Certificate of the District, dated the Date of Issuance.  

[The District anticipates that the Annual Report will be filed by _____________.]

Dated:_______________ 

ARENA UNION ELEMENTARY SCHOOL DISTRICT 

By  [to be signed only if filed] 
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APPENDIX E 

MENDOCINO COUNTY 
INVESTMENT POLICIES AND PRACTICES 

DESCRIPTION OF INVESTMENT POOL 

The following information has been furnished by the Office of the Treasurer-Tax Collector, County of 

Mendocino.  It describes (i) the policies applicable to investment of District funds, including bond proceeds and tax 

levies, and funds of other agencies held by the County Treasurer and (ii) the composition, carrying amount, market 

value and other information relating to the investment pool.  Further information may be obtained directly from the 

Treasurer-Tax Collector, 501 Low Gap Road, Ukiah, CA  95482, phone number (707) 463-4321. 

MENDOCINO COUNTY 

STATEMENT OF INVESTMENT POLICY 

March, 2005 

 As designated by the Board of Supervisors under the laws of the State of California, it is the responsibility 
of the County Treasurer, to secure and protect the public funds of the County, and to establish proper safeguards, 
controls, and procedures to maintain these funds in a lawful, rational and auspicious manner.  Said maintenance shall 
include the prudent and secure investment of those funds that are not immediately required for daily operations, in a 
manner anticipated to provide additional benefit to the people of the County of Mendocino.  In addition, the County 
Treasurer acts as the Treasurer, cash manager, and investor for a sizable number of public agencies within the 
County, instead of each entity having to locate and hire a knowledgeable person to handle the entity’s banking, 
investments and other financial duties separately.  This pooling of public funds not only eliminates duplication of 
jobs, but also smoothes out cash flow differences, permits cost savings through higher volume, and attracts more 
professional service providers. 

 This Statement of Investment Policy will be provided annually for review by a sitting Treasury Oversight 
Committee and the approval of the Board of Supervisors after discussion in an open public meeting.  Upon request,
it will also be provided to participants in the County Investment Pool; to securities dealers, banks and brokers, 
currently approved for conducting investment transactions with the County Treasurer's office in the ongoing effort to 
manage the excess cash portfolio; to other involved persons or entities; and to any member of the electorate wishing 
to review this document.  The Treasurer reserves the right to provide these documents on a cost basis.   

SCOPE 

 This Statement of Investment Policy pertains to those temporarily surplus funds under the control of the 
Treasurer, designated for the daily ongoing operations of the County and pool participants; and concerns the deposit, 
maintenance, and safekeeping of all such funds, and the investments made with these funds.  This Policy does not 
apply to pension moneys, delayed compensation funds, trustee, and certain other non-operating funds not 
participating in the County Investment Pool. Percentage limitations noted within this Policy shall apply to all money 
considered to be within the County Investment Pool.  Any investments existing outside the Pool shall be subject to 
the local agency’s individual percentages. 

PURPOSE OF POLICY STATEMENT 

 The purpose of this Statement of Investment Policy is to provide the Board of Supervisors, a Treasury 
Oversight Committee, those entities invested in the County Investment Pool, those involved in servicing the 
investment requirements of the County, and any other interested party, a clear understanding of the regulations and 
internal guidelines that will be observed in maintaining and investing those pooled funds to not be required for 
immediate cash flow needs. 
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TREASURY OBJECTIVES 

 The primary and overriding objective of the Treasurer is to protect the safety of the principal of the 
Investment Pool through the judicious purchase of those legal investments permitted to local agencies, as defined in 
the State of California Government Codes, consistent with current conditions and the other dominant objectives 
pursuant to managing a local agency portfolio, namely: 

Safety:  It is the primary responsibility of the Treasurer to maintain the safe return of all principal placed in 
investments by avoiding decisions that might result in losses through either fraud, default, or adverse market 
conditions.  Import is also accorded the protection of accrued interest earned on any investment instrument. 

Liquidity:  It is imperative that a vast majority of all investments be in items that are immediately 
 negotiable, as the portfolio is a cash management fund.  It shall always be assumed that all  
 investments could require immediate liquidation in order to meet unexpected cash calls. 

Availability:  Due to the nature of a public funds portfolio, it is mandatory that moneys be available to meet 
the monetary requirements inherent to operating a public entity.  Thus funds need to be invested in such a 
manner that money will always be available, without risk of trading loss, to pay normal cash requirements.  
A vast majority of the moneys invested by the Treasurer should never require the realization of immoderate 
losses should a unforeseen cash demand require the sale of investments prior to maturity.  A sufficient 
portion of all funds shall be invested in securities providing a high degree of availability, that is, in 
securities easily sold or converted to cash in a timely manner, with little or no loss of interest earnings.  

Yield:  While it is considered desirable to obtain a yield, commensurate to current conditions, yield shall 
not be the driving force in determining which investments are to be selected for purchase.  Yield is 
definitely considered to be of much lessor importance than either safety, liquidity or availability. 

 The Treasurer places investments with the objective of obtaining a respectable rate of return, not attempting 
to maximize yield at the expense of either safety, liquidity, or availability, yet not totally ignoring those factors 
within the marketplace that may be indicative of either favorable or hazardous conditions.  The portfolio will be 
managed very conservatively, but actively enough to avert avoidable losses due to adverse market conditions. 

PRUDENCE

 The Treasurer is subject to the "Prudent Person Rule" whenever making a decision regarding the investment 
of the County's funds.  This rule states, in principle: 

“In investing property for the benefit of others, a trustee shall 
exercise the judgment and care, under circumstances then 
prevailing, that persons of prudence, discretion and intelligence, 
would exercise in the management of their own affairs - not 
in regard to speculation, but in regard to the permanent disposition 
of their funds, considering the probable safety of, as well as the 
probable income from, their capital." 

 The Treasurer, and those acting for the Treasurer, are considered to have a fiduciary, trustee, relationship 
with the public for the public funds, and all investment decisions will be made in a manner sustaining this 
responsibility. 

DELEGATION OF AUTHORITY 

 While the Treasurer has final responsibility for all investment decisions, other Treasury personnel may aid 
in the day to day operations.  Those staff members, in addition to the Treasurer, currently authorized to act on behalf 
of the County, as of the date entered on this Policy, are listed below.  This list is subject to change, and those parties 
newly involved in transactions with the Treasurer's department should always obtain a current Trading Authorization 
and Agreement form, and be verbally introduced by a known Treasury employee, prior to accepting unconfirmed 
verbal instructions from any previously unknown Treasury staff member. 
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Authorized Personnel    Title

 Steve Duman                                                       Property Tax Clerk

 Shari Schapmire                                                  Assistant Treasurer - Tax Collector

 Other persons, both inside and outside County employment, may act in the role of assistant or advisor to aid 
in the timely and proper settlement of investment transactions.  While these persons may provide information or aid 
in the expedient delivery of securities, they may not authorize, approve, or initiate any trading activities.  Only the 

persons listed on a current Trading Authorization & Agreement, and the Treasurer, may initiate trading 
activity.

SECURITIES CUSTODY

 The Treasurer has established a third party custody and safekeeping account to which all negotiable 
instruments shall be delivered upon purchase on a payment versus delivery basis.  No negotiable, deliverable, 
securities or investments will be left in the custody of any brokerage firm or issuing party, including any collateral 
from Repurchase Agreements.

AUTHORIZED INVESTMENTS AND LIMITATIONS 

 The Government Codes of the State of California, primarily within sections 53600 et. seq., establish the 
legality of certain types of investment vehicles for a California local agency's portfolio.  Thereby, under no 
circumstances is the Treasurer permitted to purchase an investment that is not specifically authorized for a local 
agency under these, or other code sections that may apply, or might later be enacted, pertaining to local agency
investments.  Securities brokers dealing with the County should possess a complete understanding of these Code 
sections. 
 An attached Addendum briefly describes the types of securities legal within the Government Code sections 
noted above and outlines the various limitations included in these sections.  Except for the restrictions noted below in 
this section, all legally permitted investment options described in the Government Code are authorized at this time.  
Funds placed in the State’s Local Agency Investment Fund (LAIF) shall follow the limitations placed on these 
deposits by the State and may change in accordance with these restrictions. 

 Though these Government Code sections define the investment types and terms permissible to the Treasurer 
under this Policy, various temporary and more restrictive constraints may at times be deemed beneficial due to 
transient conditions within the marketplace.  These flexible constraints are not part of this Policy but may be 
obtained by requesting a current “Temporary Constraints and Restrictions on Investments”, page which will change 
on an “as needed” basis.  These constraints or restrictions may only be more restrictive than those of the Policy, but 
may not be less restrictive.  Securities Brokers and Dealers should be aware of these temporary conditions in order to 
save time and best serve the County.  

 Though the Government Code sections define the investment types and terms permissible to the Treasurer, 
the Treasurer will not:   

♦ Invest in any security or investment with a stated or potential final maturity longer than five years, 
unless  the conditions of the security  include terms  that permit the purchaser to unconditionally “put”, 
or sell back, to the original issuer the security prior to five years from the purchase date; or the Board 
of Supervisors has pre-approved as required by the Government Codes. 

♦ Invest in any security or investment wherein, by the terms of the investment, interest might not be 
earned during any period the security or investment exists. 

♦ Purchase any security wherein under terms inherent to the security, or the investment agreement under 
which the security is purchased, circumstances could result wherein the investment runs a risk of 
earning a rate of return substantially below other investments obtainable on a fixed rate basis at the 
time of purchase or drastically different than the prevailing rate during any time prior to the maturity of 
the issue. 

♦ Enter into a reverse repurchase agreement.

♦ Purchase any Collateralized Mortgage Obligation. 

♦ Lend securities. 

♦ Invest in futures or options. 
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AUTHORIZED DEALER LIST

 It is prohibited for a transaction to be entered into with any securities broker, dealer or bank investment 
department or subsidiary prior to that entity being designated an Authorized Dealer, and placed on the Authorized 
Dealer List.  For a firm to become authorized it must first demonstrate that it will add value to the Treasurer's efforts 
to best manage the cash portfolio, as well as fulfill certain other minimum requirements.  To qualify for Authorized 
Dealer status, a brokerage firm or bank must:  

 1)  Be a dealer operation properly licensed to deal with local agencies in California, and;
2)  Have a minimum of $10mm in capital, or, be a Primary Dealer of the Federal Reserve Bank of New   
York; and;

 3)  Be headquartered in the State of California, or, the City of New York, or be the direct issuer of a 
security type normally purchased by the Treasurer, 

Or;
 Be a department or subsidiary of an insured bank with minimum assets of $500mm that the County has 
 comprehensive banking relationships with, 

Or;
Be an established broker operation in New York or its environs, with a history of profitability that is 
properly licensed to deal with local agencies in California, that has capital of $500m and does not position 
securities for their own portfolio, but brokers securities for their established clients consisting primarily of 
traders for Primary Dealers and/or other major institutional fixed income brokerage operations, issuers and 
investors. 

If meeting the above requirements, a salesperson may apply to become a Authorized Dealer by sending to 
the Treasurer their most recent annual and interim audited financial statements and a letter furnishing:  

1) Their reasons for believing they would add value to the present coverage; and,
2) A general roster of those markets they participate in, and specifics on those types of securities they as a 
firm, regularly issue or regularly hold dealer trading positions in; [or, a list of those dealers they are able to 
represent, and the securities they regularly position;] and, 
3) A list of five references, at least three being California local agency treasurers, including telephone 
numbers, that the Treasurer or his representative may contact.   

 The Treasurer will instigate an investigation of the applying salesperson and the firm through various 
sources, including the California Department of Corporations and the N.A.S.D., to determine market participation, 
knowledge, reputation, and financial stability.  All salespeople and their supervisors will be expected to have a 
working knowledge of the appropriate sections of the State of California Government Code, sufficient experience in 
covering public entities, a willingness to well serve their customers, a complete and total understanding of this 
Investment Policy, and demonstrate an ongoing ability to work with the Treasurer and staff.  The Treasurer will 
review all new requests at the end of each quarter, and if the decision is made that additional dealers would be 
beneficial to best service the portfolio's needs, those dealers selected will be informed of their addition to the 
Authorized Dealer List.  All dealers are subject to removal from the Authorized Dealer List at any time, solely at the 
discretion of the Treasurer. 

 The Treasurer, or Treasury staff, are prohibited from dealing with a salesman, broker, or account executive 
from any broker, dealer or bank investment department or bank subsidiary until the Acknowledgment form found on 
the last page of the Trading Authorization and Agreement is signed by all parties and received by the Treasurer.  The 
Trading Authorization and Agreement is sent out to all approved dealers, and is an integral addition to this Policy 
Statement for Brokers/ Dealers, etc. doing investment business with the County Treasurer or Treasury staff. 

 Similar restrictions and forms may be required of those firms doing business with the County through 
retained financial advisors or managers.  Certain selected firms may be chosen or appointed by the Treasurer to 
render specific services the Treasurer determines they are uniquely qualified to provide, wherein some of the 
requirements of this section may be waived. 
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 Neither the Treasurer, nor any member of the Treasurer’s staff, may accept any gift, honoraria, gratuity or 
service of value in violation of the regulations set forth by the Fair Political Practices Commission, the Government 
Code, additional limitations set forth by County ordinance, or internal requirements of the Treasurer.  The Treasurer 
and all members of the Treasury staff are prohibited from conducting any business with any broker, dealer, or 
securities firm that has made a political contribution within any consecutive 48 month period beginning January 1, 
1996, in an amount exceeding the limitation contained in Rule G 37 of the Municipal Securities Rulemaking Board, 
to the County Treasurer or any member of the Board of Supervisors, or any candidate for these offices. 

THE COUNTY TREASURY OVERSIGHT COMMITTEE 

[Due to the current lack of State Mandate and funding for Oversight Committees, the  
terms, conditions and requirements of the following section will be temporarily held in abeyance.] 

The Treasurer currently agrees that an Oversight Committee should be retained, despite discontinuance of 
the State Mandate.  The requirements set forth with the Government Codes sections shall continue to provide the 
basis for this committee.  After reinstatement of the State Mandate reimbursement program the Treasurer will 
nominate for approval by the Board, a County Treasury Oversight Committee.  This committee will include from 
three to eleven members, as the Board of Supervisors, in consultation with the County Treasurer, shall determine is 
appropriate.  Government Codes require that this Committee shall include selected persons only from the following 
categories: 

 a)  The County Treasurer. 
 b)  The County Auditor/Auditor-Controller/Finance Director. 
 c)  An appointed representative of the Board of Supervisors. 
 d)  The County Superintendent of Schools, or designee. 

e)  A representative selected by a majority of the presiding officers of the governing bodies of the school 
districts and community college districts of the County.  
f)  A representative selected by a majority of the presiding officers of the legislative bodies of the special 
districts within the County that are required or authorized to deposit money in the County Investment Pool. 

 g)  One to five bipartisan members of the public that have expertise in public finance and come from  
      diverse economic backgrounds. 

 Members of the Committee may not have contributed to the any election campaign for the position of 
Treasurer or for any candidate to the Board of Supervisors within the past three years.  Members may not directly or 
indirectly raise money for any candidate for local treasurer or a candidate for member of the legislative body of any 
local agency with money in the County Pool while a member of the Committee, nor may the member secure 
employment with a bond underwriter, bond counsel, security brokerage or dealer firm, or financial services firm for 
three years after leaving the Committee.  Committee members may not accept any gift, honoraria, gratuity or service 
of value in violation of the regulations set forth by the Fair Political Practices Commission, the Government Code, 
additional limitations set forth by County ordinance, or internal requirements of the Treasurer. 

 The Treasurer will annually provide a copy of the Investment Policy for review and monitoring by the 
Oversight Committee.  The Treasurer will provide a report quarterly to the Board and the Oversight Committee, 
identifying all investments held in the County Investment Pool, or elsewhere by the Treasurer. or as required by the 
Board of Supervisors.  The Oversight Committee shall, via this report and other appropriate means, monitor the 
activities of the Treasurer, and, if specifically requested by the Board of Supervisors, cause to be performed an 
annual audit to determine the Treasurer’s compliance with the Investment Policy, and other appropriate regulations. 
 Committee meetings shall be open to the public and in compliance with the appropriate sections of the 
Ralph M. Brown Act.  All costs related to the duties of the Oversight Committee will be considered normal charges 
against earnings of the Investment Pool. 

 The Oversight Committee shall have no authority to require discussion, attempt to direct, or in any way 
interfere with the process or daily operation of any portion of the Treasury department, nor shall the Committee 
attempt to play any role in determining which banks, firms or individuals the Treasurer does business with, nor shall 
the Committee be involved at all in determining which investments the Treasurer purchases, but shall act solely to 
review the actions of the Treasurer to determine that they are in accordance and compliance with the Investment 
Policy and all other legal requirements or regulations. 
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TERMS FOR FUNDS INVESTED WITH THE COUNTY INVESTMENT POOL 

The Government Code requires the County Treasurer to define the limits and conditions under which local 
agencies having their money in the Investment Pool may deposit and withdraw their funds.  The Government Codes 
confer upon the Treasurer the final authority as to how funds for which the Treasurer is held responsible for 
overseeing, are to be invested.  The Treasurer must take into consideration the current financial condition of the sum 
total of the Pool’s agencies, the conditions of the market place, as well as the cash flow projections and the potential 
for changes in the Pool’s cash needs.  The Treasurer must protect the earnings of each individual local agency in the 
Pool, and also see that no decision will reward a particular agency or group of agencies within the Pool at the 
expense of another or others within the Pool.  If the Treasurer determines that a request for a withdrawal of funds for 
a specific or outside investment is not, in the Treasurer’s opinion, in the best interest of a particular agency, or is 
overly detrimental to the pool as a whole, the Treasurer must legally deny the request, or find a means of neutralizing 
the harm to all others affected. 

Any funds deposited in accounts that are consolidated into the County Investment Pool that are immediately 
required to meet cash flows of the Pool will be invested by the Treasurer or the Treasurer’s staff.  All Pool entities 
agree that by placing funds in such accounts that they agree to proportionately participate in all investments within 
the Investment Pool. 

FUNDS OF AGENCIES REQUIRED TO INVEST WITHIN THE POOL

 Funds will be accepted at all times, in the manner prescribed, from those local agencies where the County 
Treasurer is also the Treasurer for the local agency, or from any agencies that by statute must place their money in 
the County Pool.  Funds will earn interest based on the average daily balance paid on a quarterly basis. 

 Should a legislative body of a local agency determine that certain funds will not be required by the local 
agency for a period of at least two years, the local agency may petition the County Treasurer to invest that portion of 
the local agency’s excess funds in a specific investment under the control of the County Treasurer.  Such a petition 
should state the nature of the funds the legislative body wishes to invest specifically, and the reasons why the 
legislative body believes a specific investment is a preferable and viable alternative to general Pool participation.  
Should the Treasurer determine that the request for a specific investment is valid and not counter-productive to the 
Pool as a whole, the Treasurer will consult with the local agency’s legislative body, or its appointed representative, 
to suggest and determine exactly what investment(s) should be purchased to fulfill the needs of the local agency.  
The Treasurer will then purchase the specific investment(s) upon receipt of a written resolution, issued by the 
legislative body of the local agency, requesting the specific investment.  The resolution must acknowledge that the 
local agency’s legislative body takes full responsibility for the decision to purchase the specific investment(s), and 
that should conditions change requiring a sale prior to maturity of the specific investment(s), any loss that might be 
suffered as a result ,will be solely that of the local agency, and that this loss shall not be shared by the Pool as a 
whole, nor by the County.  

 Under language added to the Government Code in 1995, it is not permissible for local agency legislative
bodies, required to have their funds within the Pool, to withdraw funds from the Pool in order to invest outside the 
County Pool in any manner, at any time, without the specific permission of the Treasurer.  Any such investments 
shall either be terminated and all funds returned to the Pool, or the securities so purchased shall be transferred to the 
custody of the County Treasurer immediately.  Upon receipt of any such securities by the Treasurer, the Treasurer 
shall at the Treasurer’s option, place the investment in the Pool, terminate the investment at the current market value 
and credit the local agency with the proceeds, or place the security in the name of the local agency as a specific 
investment. 
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MONEY VOLUNTARILY INVESTED WITH THE COUNTY INVESTMENT POOL

 By Code, the County Treasurer shall set conditions under which money from local agencies, not required to 
have their funds in the Investment Pool, may deposit and withdraw voluntarily invested funds.  Local agencies from 
outside the County will not be permitted to deposit funds in the County Pool.  Funds from local agencies within the 
County, voluntarily wishing to participant in the Pool, shall be accepted under the terms existing in this Policy.  
Voluntary money maybe withdrawn under conditions set forth in Sections 27133 and 27136 of the Government 
Codes.  Specific investments are not normally permitted with voluntary funds, though on a cost recovery basis and 
under circumstances that dictate such activity, exceptions may be permitted. [Local agency legislators with surplus 
money involuntarily in the County Investment Pool wishing to withdraw funds from the Pool beyond those amounts 
needed for the normal operation of the agency, will send their “Request for Withdrawal” to the Treasurer for a 
decision as to the feasibility of the request.] 

APPORTIONING OF COSTS AND INTEREST

 All costs related to investing, maintaining and accounting for the investments purchased for the Investment 
Pool, as authorized by Section 27013, shall be apportioned equally on the average daily balance method quarterly to 
all participants with funds in the Investment Pool, including those held in specific investments.  Interest earning shall 
be apportioned on the same basis and also distributed quarterly. 

REPORTING

 The Treasurer shall provide the Board of Supervisors this Statement of Investment Policy annually at the 
start of each calendar year for their approval, and will quarterly report the holdings, status and earnings of the 
portfolio.  [The Oversight Committee shall be provided with the same reports for their perusal.]  Should 
circumstances require revision of this policy during the year, the changes will be presented to the Board of 
Supervisors for approval prior to these alterations being adopted. 

Policy effective upon approval of Board of Supervisors, submitted for approval March, 2005. 
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MENDOCINO COUNTY INVESTMENT POOL

Mendocino County Investment Pool 
Summary of Assets Held 

As of March 31, 2005 

Cost Par Value Market Value Coupon Rate
Purchase 

Date
Maturity 

Date
Days to 
Maturity 

INVESTMENT        

Local Agency Investment 
Fund $9,000,000 $9,000,000 $9,000,000 2.54% N/A N/A  

Medium Term Notes $27,023,530 $27,000,000 $27,005,480 2.89-3.45% various various 106-331 

Mutual Funds $7,573,379 $7,573,379 $7,252,261 3.09% 07/20/93 N/A  

Agencies $5,007,4205 $5,075,786 $5,069,075 3.58-10% various various 714-4551 

Certificates of Deposit $25,000,249 $25,000,000 $25,000,385 2.36-2.61% various various 4-126 

Commercial Paper $20,915,002 $21,000,000 $20,940,680 2.42-2.90% various various 15-61 

Total Investments $94,584,4011 $94,649,166 $97,267,882 5.25%    
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APPENDIX F 

BOOK-ENTRY ONLY SYSTEM 

The information in this appendix has been provided by DTC for use in securities offering documents, and the 

District takes no responsibility for the accuracy or completeness thereof.  The District cannot and does not give any 

assurances that DTC, DTC Participants or Indirect Participants will distribute the Beneficial owners either 

(a) payments of interest, principal or premium, if any, with respect to the Bonds or (b) certificates representing 

ownership interest in or other confirmation of ownership interest in the Bonds, or that they will so do on a timely 

basis or that DTC, DTC Direct Participants or DTC Indirect Participants will act in the manner described in this 

Official Statement. 

1.  The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the 
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 depository, is a limited-purpose trust company organized under the New 
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, 
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. 
DTC holds and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity issues, corporate and 
municipal debt issues, and money market instruments from over 85 countries that DTC’s participants (“Direct 
Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales 
and other securities transactions in deposited securities, through electronic computerized book-entry transfers and 
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities 
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The 
Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct Participants of 
DTC and Members of the National Securities Clearing Corporation, Government Securities Clearing Corporation, 
MBS Clearing Corporation, and Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, 
also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, 
and the National Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as 
both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear 
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect 
Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on 
file with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com. 

3.  Purchases of Securities under the DTC system must be made by or through Direct Participants, 
which will 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 not receive written confirmation from DTC of their purchase. Beneficial Owners are, 
however, expected to receive written confirmations providing details of the transaction, as well as periodic 
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction. Transfers of ownership interests in the Securities are to be accomplished by entries made on the 
books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 
certificates representing their ownership interests in Securities, except in the event that use of the book-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 
authorized 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 Participants to 
whose accounts such Securities are credited, which may or may not be the Beneficial Owners. The Direct and 
Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers. 
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5.  Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be 
governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect from 
time to time. 

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 
Securities unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual 
procedures, DTC mails an Omnibus Proxy to the issuer as soon as possible after the record date. The Omnibus Proxy 
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts Securities are 
credited on the record date (identified in a listing attached to the Omnibus Proxy). 

8.  Redemption 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 
issuer or the paying agent or bond trustee, on payable date in accordance with their respective holdings shown on 
DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing instructions and 
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in 
“street name,” and will be the responsibility of such Participant and not of DTC nor its nominee, the paying agent or 
bond trustee, or the issuer, subject to any statutory or regulatory requirements as may be in effect from time to time. 
Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as 
may be requested by an authorized representative of DTC) is the responsibility of the issuer or the paying agent or 
bond trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC, and 
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

9.  DTC may discontinue providing its services as depository with respect to the Securities at any time 
by giving reasonable notice to the issuer or the paying agent or bond trustee. Under such circumstances, in the event 
that a successor depository is not obtained, Security certificates are required to be printed and delivered. 

10.  The issuer may decide to discontinue use of the system of book-entry transfers through DTC (or a 
successor  securities depository). In that event, Security certificates will be printed and delivered. 



APPENDIX G 

SPECIMEN MUNICIPAL BOND INSURANCE POLICY 
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APPENDIX H 

ACCRETED VALUE TABLES FOR THE CAPITAL APPRECIATION BONDS 

Accreted Values shown per $5,000 Maturity Value 
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