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POWAY UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2009
A. Summary of Auditor's Resuits
1. Financial Statements
Type of auditor's report issued: Unqualified
Internal control over financial reporting:

One or more material weaknesses identified? ~ Yes

One or more significant deficiencies identified that are
are not considered to be material weaknesses? Yes

Noncompliance material to financial
statements noted? _ Yes

2. Federal Awards
Internal control over major programs:
One or more material weaknesses identified? Yes

One or more significant deficiencies identified that
are not considered to be material weaknesses? Yes

Type of auditor's report issued on compliance

for major programs: Unqualified
Any audit findings disclosed that are required

to be reported in accordance with section 510(a)

of Circular A-1337? Yes

identification of major programs:

CFDA Number{s) Name of Federal Program or Cluster
84.010 Title |
84.394 ARRA - State Fiscal Stabilization
Dollar threshold used to distinguish between
type A and type B programs: 582,120
Auditee qualified as low-risk auditee? X Yes
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X No

X  None Reported

X No

X No

X  None Reported
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POWAY UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2009

3.

State Awards
Internal control over state programs:
One or more material weaknesses identified? Yes X No

One or more significant deficiencies identified that are
are not considered to be material weaknesses? Yes X None Reported

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

B. Financial Statement Findings

Finding 2009-1 (30000)
Stores Inventory

Criteria or Specific Requirement
Determine that commodities in the stores inventory are recorded at fair market value.

Condition

In review of stores inventory in the Cafeteria fund, we noted that commodities were booked at cost
rather than fair market value. This resulted in an understatement in inventory of $134,023 which
resulted in an audit adjusting journal entry.

Questioned Costs
None

Recommendation
We recommend that the district implement procedures requiring commodities in the stores inventory
to be recorded at fair market value.

LEA's Response

The District agrees in principle with the audit finding, and has implemented the recommendation to
record the USDA donated commodities at fair market value. An adjusting journal entry was made on
September 21, 2009.

The District finance office will continue to provide procedures to departments to give them guidance

on how inventories are to be recorded. A reminder will be sent at year end close to the departments
to follow established procedures.
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POWAY UNIFIED SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2009

Finding 2009-2 (30000)
Student Body Funds

Criteria or Specific Requirement
Verify that controls are in place to safeguard student body funds and properly account for all
amounts collected and disbursed.

Condition
A. In our review of student body funds at Oak Valley Middle School, the school was unable to
provide supporting documents for three out of six deposits selected.

B. In our review of student body funds at Poway High School, we noted that the school was
completing deposit/ticket reconciliations in pencil which provides opportunity for manipulation of
the documents.

Questioned Costs
None

Recommendation

A. We recommend the district implement procedures requiring careful documentation of all deposits
received in student body organizations. In addition, the district should implement district wide
standards to ensure all sites are providing sufficient support for amounts received.

B. We recommend the district implement procedures requiring all deposit/ticket reconciliations to be
completed in ink to reduce the opportunity for manipulation of the documents.

LEA's Response

A. The three deposits in question were all related to money received during school's registration.
The ASB accounting technician has since created a Registration Receipt Form for volunteers to
complete and to list all the checks received during registration. All deposits will be verified by
the accounting technician, individual registration receipt forms will be attached to each deposit
and will be kept with the deposit file.

B. The supplies provided in the cash box were pencils instead of pens, and hence the
deposit/ticket reconciliations were done in pencil. Beginning with the first football game held on
September 5, 2009, the accounting technician made sure that they have pens in all cash boxes.
Also, a cashbox reconciliation sheet is provided in each cash box. The starting ticket numbers
are always noted in pen.

The district will be holding a workshop for all ASB accounting technicians and cash receipt
management and procedures will be one of the topics. This workshop will be conducted by our
auditor, P. Robert Wilkinson on November 10, 2009. In addition, the district Finance office will be
doing visits to school sites to conduct internal audit and observation of ASB functions and
procedures.

C. Federal Award Findings and Questioned Costs

NONE
D. State Award Findings and Questioned Costs

NONE
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POWAY UNIFIED SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2009

Finding/Recommendation

Finding 2008-1 (10000)
Attendance

At Mt. Carmel High School and Mesa Verde Middie School
teachers were not verifying attendance as reported in
the attendance system.

We recommended the district implement policies requiring
teachers verify attendance as entered into the
attendance system.

Finding 2008-2 (71000)
Teacher Credentials

One teacher out of twenty nine selected did not have the
appropriate credential for teaching English learners but
was assigned a class with greater than twenty percent
English learners.

We recommended the district implement a requirement
that all teachers with greater than twenty percent English
learners have the appropriate credential.

Finding 2008-3 (40000)
Morgan Hart Class Size Reduction

A clerical error resulted in an overstatement of one FYEE
at Poway High School.

We recommended the district amend their report of
enroliment for the Morgan Hart Class Size Reduction
program. In addition, we recommended the district
implement procedures for careful review of reports
before submission to the California Department of
Education.

Finding 2008-4 (40000)
ASES - After School Component

The district did not establish a policy regarding
reasonable early release and did not have sign out
documentation sufficient to determine if students attended
the required time.

We recommended the district establish a policy regarding
reasonable early release and policies requiring
documentation of time students left and reason for
students leaving early.
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POWAY UNIFIED SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2009

Finding/Recommendation

Current Status

Finding 2008-5 (40000)
ASES - Before School Component

The district did not establish a policy regarding
reasonable late arrival. Valley Elementary School's
program did not operate for one and a half hours.
Attendance sheets did not document arrival time.

We recommended the district establish a policy regarding
reasonable late arrival. In addition, we recommended the
district operate the program for the minimum time required
and document time and reason for late arrival.
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APPENDIX C

THE ECONOMY OF THE SCHOOL DISTRICT

The School District’ s territory includes the City of Poway (the “ City” ). The following economic
data for the City is presented for information purposes only. The 2010 Notes are not a debt or obligation
of the City, and are secured by a pledge of the proceeds of General Obligation Bonds and are not secured
by a pledge of ad valorem taxes (other than ad valorem taxes which may be available to pay interest
represented by the 2010 Notes).

Population

Poway’s population as of January 1, 2009, was approximately 51,126 persons, representing
approximately 1.6% of the population of the County. The population of the City and the County from
2000 to 2009 is shown in the following table. Since 2000, Poway’s population has increased by
approximately 6.2%, representing an annual compound growth rate of approximately 0.60%.

POPULATION OF POWAY AND SAN DIEGO COUNTY

2000-2009
City of Poway San Diego County
Annual Annual
Year Population % Change Population % Change
2000 48,158 -% 2,805,935 -%
2001 49,011 1.8% 2,864,539 2.1%
2002 49,736 1.5% 2,920,806 2.0%
2003 50,104 0.7% 2,970,899 1.7%
2004 50,396 0.6% 3,007,285 1.2%
2005 50,424 0.1% 3,034,388 0.9%
2006 50,400 0.0% 3,058,413 0.8%
2007 50,566 0.3% 3,088,891 1.0%
2008 50,744 0.4% 3,131,552 1.4%
2009 51,126 0.8% 3,173,407 1.3%

Note: California Department of Finance for January 1.



Employment

*

()]

The following table summarizes wage and salary employment in the County from 2005 to 2009.
Services, government, retail trade, and manufacturing are the largest employment sectorsin the County.

ANNUAL AVERAGE WAGE AND SALARY EMPLOYMENT

COUNTY OF SAN DIEGO
2005-2009

Average Annual Employment®

Industry 2005 2006 2007 2008 2009
Agriculture 10,700 10,900 10,900 10,800 10,800
Mining 400 500 400 300 300
Construction 90,800 92,700 87,000 76,200 65,200
Manufacturing 104,500 103,900 102,500 102,300 93,800
Transportation & Public Utilities 28,400 28,700 28,800 29,300 27,700
Wholesale Trade 43,600 45,100 45,500 44,500 41,700
Retail Trade 147,400 148,300 148,100 142,200 136,700
Finance, Insurance & Real Estate 76,200 76,900 73,600 69,200 67,000
Services 1,091,700 1,120,000 1,148,400 1,164,100 1,091,700
Government 215,100 217,900 222,400 225,200 227,900
Total, All Industries 1,808,800 1,844,900 1,867,600 1,864,100 1,762,800

Through November 2009.

Employment is reported by place of work; it does not include persons involved in labor-management disputes. Figures are
rounded to the nearest hundred. Columns may not add to totals due to rounding.

Source: California Employment Development Department, based on March 2008 benchmark.



The following table summarizes civilian labor force, employment, and unemployment in the
County from 2000 to 2009. The unemployment rate in the County in 2008 was 6.0%; in contrast, the
average unemployment rate in California in 2008 was 7.2%. Unemployment rates have increased in
recent years throughout the County and Cdifornia. The unemployment rate was approximately 10.5% in
the County and 12.3% in California as of September 2009. These rates are not seasonally adjusted.

CIVILIAN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT
SAN DIEGO COUNTY
ANNUAL AVERAGES, 2000 THROUGH OCTOBER 2009

Civilian Employed Unemployed
Labor Labor Labor Unemployment
Y ear Force Force® Force® Rate®
2000 1,375,400 1,321,600 53,800 3.9%
2001 1,409,700 1,350,700 59,000 4.2%
2002 1,450,500 1,375,800 74,700 5.1%
2003 1,468,200 1,391,700 76,500 5.2%
2004 1,484,200 1,413,900 70,300 4.7%
2005 1,497,900 1,433,000 64,900 4.3%
2006 1,511,200 1,451,200 60,000 4.0%
2007 1,531,200 1,461,500 69,700 4.6%
2008 1,566,200 1,472,400 93,800 6.0%
2009 1,564,900 1,400,100 164,800 10.5%

@ Includes persons involved in labor-management trade disputes.

@ Includesall persons without jobswho are actively seeking work.

®  The unemployment rate is computed from unrounded data; therefore, it may differ from rates computed from rounded
figuresin thistable.
Through October, 2009.

Source: California Employment Development Department, based on March 2008 benchmark.



Major Employers
The largest employersin the City are asfollows:

LARGEST EMPLOYERS
CITY OF POWAY

Firm Product/Service Employment
Poway Unified School District Education 3,518
GEICO Direct Insurance 1,500
Pomerado Hospital Medical facility 743
Cohu Inc. (including Delta & BMS) Supplier of test handling equipment 650
SY SCO Food Services of San Diego Food service 456
Digirad Corp. Manufacturer of diagnostic imaging products 434
First American Credo Credit reporting 416
Walmart Retail store 340
City of Poway Government 310
Mitchell Repair Information Company Electronic solutions/print publications 265
Costco Warehouse store 264
Neal Electric Corporation Electrical contractor 260
HM Electronics Inc. Wireless communications 249
Target Retail store 230

Source: SANDAG,; Weatherbase.com; DQNews; City of Poway, September, 2009.
Construction Activity

The level of construction activity in the City and the County as measured by total building permit
valuations and new residential dwelling unitsis shown in the following tables.

BUILDING PERMIT ACTIVITY
CITY OF POWAY
2004-2008
(in thousands)

2004 2005 2006 2007 2008

Valuation ($000):
Residential $50,946 $30,156 $25,551 $15,011 $34,340
Non-residential 56,938 18,989 49,200 23,356 35,867
TOTAL $107,884 $49,145 $74,551 $38,367 $70,207

Residential Units:
Single family 100 46 26 24 53
Multiple family 0 0 56 0 0
TOTAL 100 46 82 24 53

Source: Construction Industry Research Board.



BUILDING PERMIT ACTIVITY
COUNTY OF SAN DIEGO
2004-2008
(in thousands)

2004 2005 2006 2007 2008
Valuation ($000):
Residential 3,875,359 3,562,702 2,452,241 1,852,379 1,339,245
Non-residential 1,288,135 1,381,792 1,614,134 1,416,824 1,061,801
TOTAL 5,163,494 4,944,494 4,066,375 3,269,203 2,401,046
Dwelling Units:
Single family 9,555 7,886 4,670 3,503 2,352
Multiple family 7,751 7,372 6,011 3,942 2,802
TOTAL 17,306 15,258 10,681 7,445 5,154

Source: Construction Industry Research Board.
Income

Tota personal income in the County increased by approximately 47.3% between 2000 and 2008,
representing an average annual compound growth rate of approximately 4.4%. Per capita persona
income in the County grew by approximately 38.7% during this time, representing an average annua
compound growth of approximately 3.7%.

The following tables summarize personal income growth for the County from 2000 to 2008.

SAN DIEGO COUNTY
PERSONAL INCOME
2000-2008
(in thousands)

San Diego Annual
Year County Percent Change
2000 92,654,006 - %
2001 97,009,000 4.7%
2002 100,656,000 3.8%
2003 104,050,000 3.4%
2004 111,435,000 7.1%
2005 118,792,540 6.6%
2006 125,472,000 5.6%
2007 131,500,000 4.8%
2008 136,513,000 3.8%

Source: U.S Department of Commerce, Bureau of Economic Analysis.



PER CAPITA PERSONAL INCOME

2000-2008
Year San Diego County Cdlifornia United States
2000 32,803 32,463 29,845
2001 33,886 32,882 30,574
2002 34,719 32,803 30,810
2003 35,620 33,400 31,484
2004 37,965 35,440 33,050
2005 40,383 37,418 34,757
2006 42,721 40,020 36,794
2007 44,430 41,805 38,615
2008 45,488 43,641 39,582

Source: U.S Department of Commerce, Bureau of Economic Analysis.

Retail Sales

Taxable salesin the City and the County are shown below. Taxable salesin the City increased by
approximately 4.5% between 2004 and 2007 (2008 data only available through third quarter). The largest
taxable sales sectors in the City are auto dealers and supplies, general merchandise, other retail stores,

building materials and eating and drinking places.

TAXABLE SALES
CITY OF POWAY
2004-2008
Taxable Sales ($000)
2004 2005 2006 2007 2008"

Apparel Stores $ s # $ # $ s ?
General Merchandise 149,787 204,748 222,740 234,528 176,877
Food Stores 26,692 27,260 29,064 29,532 18,731
Eating & Drinking Places 49,868 53,452 55,723 56,155 41,935
Home Furnishings & Appliances 6,612 8,692 10,027 9,713 7,211
Building Materials & Farm Implements 67,577 123,749 120,196 89,345 48,133
Auto Dealers & Auto Supplies 281,712 261,658 270,195 262,356 150,370
Service Stations 46,982 50,097 56,164 60,071 57,886
Other Retail Stores 236,040 211,921° 199,281" 147,756" 68,062
Total Retail Stores $865,270 $941,577 $963,390 $889,456  $569,205
All Other Outlets 210,352 232,590 222,158 234,820 178,741
Total All Outlets  $1,075,622 $1,174,167 $1,185,548 $1,124,276 $747,946

* Totals as of the third quarter of 2008.
# Sales omitted because their publication would result in the disclosure of confidentia information.

Source: California Board of Equalization.



TAXABLE SALES
COUNTY OF SAN DIEGO

2004-2008"
Taxable Sales ($000)
2004 2005 2006 2007 2008
Apparel $1,644,428  $1,798,104 $ 1,909,011 $ 2,034,512 $ 1,532,635
General Merchandise 5,204,962 5,406,091 5,594,621 5,673,538 3,791,624
Specialty Stores 4,541,225 4,728,028 4,926,656 -0 .
Food Stores 1,736,610 1,858,152 1,928,274 1,994,237 1,410,401
Eating & Drinking Places 4,047,726 4,267,302 4,521,392 4,784,500 3,715,635
Home Furnishings & Appliances 1,549,482 1,566,046 1,511,389 1,420,933 1,098,367
Building Materials 3,341,105 3,376,009 3,331,161 2,768,385 1,750,636
Auto Dealers & Auto Supplies 6,513,646 6,513,419 6,230,427 6,321,987 4,007,919
Service Stations 2,804,631 3,225,717 3,589,505 3,755,121 3,383,849
Other Retail Stores 961,645 1,045,927 1,076,631 5,285,332\ 3,464,867

Total Retail Stores  $32,345460  $33,784,795 $34,619,067 $34,038,545 $24,155,933
All Other Outlets 12,124,878 12,894,676 13,216,447 13,447,443 10,255,115

Total All Outlets  $44,470,338  $46,679,471 $47,835514  $47,485,988 $34,411,048

" Totalsas of the third quarter of 2008.
@ Starting in 2007, “Special Stores’ and “Farm Implements’ datais included in “Other Retail Stores.”

Source: California Board of Equalization.
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APPENDIX D

PROPOSED FORM OF OPINION OF BOND COUNSEL

Upon delivery of the Notes, Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the District,
proposes to render its final approving opinion with respect to the Notes in substantially the following
form:

[Delivery Date]

Poway Unified School District
Poway, California

General Obligation Bond Anticipation Notes of
School Facilities Improvement District No. 2007-1 of the
Poway Unified School District
2008 Election, Series 2010
(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel to the Poway Unified School District (the “District”) in
connection with the issuance by the District of $24,998,006.60 aggregate initial principal amount of the
General Obligation Bond Anticipation Notes of School Facilities Improvement District No. 2007-1 of the
Poway Unified School District, 2008 Election, Series 2010 (the “Notes”). The Notes are being issued
pursuant to Section 15150 of the California Education Code and the Indenture, dated as of March 1, 2010
(the “Indenture”), by and between the District and Zions First National Bank, as Trustee (the “Trustee™).
Capitalized undefined terms used herein have the meanings ascribed thereto in the Indenture.

In such connection, we have reviewed the Indenture, the Tax Certificate, opinions of counsel to
the District and the Trustee, certificates of the District, the Trustee and others, and such other documents,
opinions and matters to the extent we deemed necessary to render the opinions set forth herein.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may
be affected by actions taken or omitted or events occurring after the date hereof. 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. Accordingly, this opinion is not intended to,
and may not, be relied upon in connection with any such actions, events or matters. Our engagement with
respect to the Notes 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. 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
Indenture 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
Notes to be included in gross income for federal income tax purposes. We call attention to the fact that
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the rights and obligations under the Notes, the Indenture 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 legal
remedies against school districts in the State of California. We express no opinion with respect to any
indemnification, contribution, penalty, choice of law, choice of forum, choice of venue, waiver or
severability provisions contained in the documents mentioned in the preceding sentence. We also express
no opinion regarding the accreted value table or calculation set forth or referred to in any of the Notes.
Finally, we undertake no responsibility for the accuracy, completeness or fairness of the Official
Statement, dated March 10, 2010, relating to the Notes, or other offering material relating to the Notes,
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 Notes constitute valid and binding obligations of the District.

2. The Indenture has been duly executed and delivered by, and constitutes a valid and
binding obligation, of the District.

3. Interest on the Notes 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 Notes is not a specific preference item for purposes of the federal individual
and corporate alternative minimum taxes, nor is it 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 Notes.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP
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CONTINUING DISCLOSURE AGREEMENT

This CONTINUING DISCLOSURE AGREEMENT (the “Disclosure Agreement”) is executed
and entered into as of March 1, 2010, by and among the Poway Unified School District (the “School
District”), acting on behalf of School Facilities Improvement District No. 2007-1 of the Poway Unified
School District (the “Improvement District”), Zions First National Bank, a national banking association,
duly organized and existing under the laws of the United States of America (the “ Trustee”), in its capacity
as trustee under the Indenture (as defined below) and Dolinka Group, LLC, a California limited liability
company, in its capacity as Dissemination Agent (the “Dissemination Agent”), under the Disclosure
Agreement in connection with the issuance of $24,998,006.60 aggregate principa amount Genera
Obligation Bond Anticipation Notes of School Facilities Improvement District No. 2007-1 of the Poway
Unified School Digtrict, 2008 Election, Series 2010 (the “2010 Notes");

WITNESSETH:

WHEREAS, pursuant to the Indenture (the “Indenture’) dated as of March 1, 2010, by and
between the School District and the Trustee, the School District hasissued the 2010 Notes;

NOW, THEREFORE, for and in consideration of the mutual premises and covenants herein
contained, the parties hereto agree as follows:

Section 1. Purpose of the Disclosure Agreement. The Disclosure Agreement is being
executed and delivered by the School Digtrict, the Trustee and the Dissemination Agent for the benefit of
the owners and beneficial owners of the 2010 Notes and in order to assist the Participating Underwriter in
complying with S.E.C. Rule 15c2-12(b)(5) (as defined below).

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

“Annual Report” shall mean any Annua Report provided by the School District pursuant to, and
described in, Sections 3 and 4 of this Disclosure Agreement.

“Annua Report Date’ shall mean seven months next following the end of the School Digtrict’s
fiscal year or February 1 each year based on the School District’s current fiscal year end of June 30.

“Disclosure Representative” shall mean the Chief Financial Officer of the School District, or his
or her designee, or such other officer or employee as the School District shall designate in writing to the
Trustee and the Dissemination Agent from time to time.

“Dissemination Agent” shall mean Dolinka Group, LLC, aCalifornialimited liability company or
any successor Dissemination Agent designated in writing by the School District and which has filed with
the School District and the Trustee, awritten acceptance of such designation.

“EMMA System” shall mean the Electronic Municipal Market Access System of the MSRB or
such other electronic system designated by the MSRB (as defined below) or the Securities Exchange
Commission (the “S.E.C.”) for compliance with S.E.C. Rule 15c2-12(b).

“Improvement District” shall mean School Facilities Improvement District No. 2007-1 of the
School Disgtrict.



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

“MSRB” shal mean the Municipa Securities Rulemaking Board and any successor entity
designated under the Rule as the repository for filings made pursuant to the Rule.

“Participating Underwriter” shall mean Stone & Y oungberg LLC.

“Rule 15¢2-12(b)(5)” shal mean Rule 15¢2-12(b)(5) adopted by the S.E.C. under the Securities
Exchange Act of 1934, as the same may be amended from time to time.

“School District” shall mean Poway Unified School District, Poway, California.

Section 3. Provision of Annual Reports.

(@

(b)

The School District shall, or shall cause the Dissemination Agent to, not later than the
Annua Report Date, commencing February 1, 2011, provide to the MSRB through the
EMMA System in an electronic format and accompanied by identifying information as
prescribed by MSRB and to the Trustee an Annual Report which is consistent with the
requirements of Section 4 of the Disclosure Agreement. Not later than twenty (20)
calendar days prior to said date, the School Digtrict shall provide the Annua Report to
the Dissemination Agent. The Annual Report may be submitted as a single document or
as separate documents comprising a package, and may include by reference other
information as provided in Section 4 of this Disclosure Agreement; provided that the
audited financial statements of the School District may be submitted separately from the
balance of the Annual Report and later than the date required above for the filing of the
Annua Report if not available by that date. If the School 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). If the Dissemination Agent has not received a copy of the Annual Report
on or before twenty (20) calendar days prior to February 1 in any year, the Dissemination
Agent shal notify the School District and the Trustee of such failure to receive the
Annual Report. The School District shall provide a written certification with each
Annua Report furnished to the Dissemination Agent to the effect that such Annua
Report constitutes the Annual Report required to be furnished by it hereunder. The
Dissemination Agent may conclusively rely upon such certification of the School District
and shall have no duty or obligation to review such Annual Report.

If the School Didtrict is unable to provide to the MSRB through the EMMA System an
Annual Report and to the Participating Underwriter an Annual Report by the date
required in subsection (@), the Dissemination Agent shall send a notice to the MSRB
through the EMMA System, in substantial ly the form attached as Exhibit A.

(© The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the
electronic filing requirements of the MSRB for the Annual Reports;

(i) provide any Annual Report received by it to the MSRB through the EMMA
System and aso to the Trustee as provided herein; and

(iii) if the Dissemination Agent is other than the Trustee and to the extent it can
confirm such filing of the Annual Report, file a report with the School District and the
Trustee certifying that the Annual Report has been provided pursuant to this Disclosure
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Agreement, stating the date it was provided and confirming that it has been filed with the
MSRB through the EMMA System.

Section 4. Content of Annual Reports. The School District’s Annual Report shall contain
or incorporate by reference the following:

@ Audited Financial Statements of the School District prepared in accordance with
generally accepted accounting principles as promulgated to apply to governmental entities from
time to time by the Governmental Accounting Standards Board. If audited financial statements
are not available at the time required for filing, unaudited financial statements shall be submitted
with the Annual Report and audited financial statements shall be submitted once available.

(b) The following information:

(i) The School District’s approved annual budget for the then-current fiscal
year or a summary thereof, including any interim budget reports adopted prior to the date
of the Annual Report;

(i) The School Didtrict’s average daily attendance and base revenue limit for
the last completed fiscal year;

(iii)  Outstanding borrowings and long-term obligations of the School District,
including:

(D] principal amount and accreted value of the 2010 Notes, generd
obligation bonds or refunding bonds, certificates of participation,
capital leases and operating leases (including amounts
outstanding and debt service schedules) as of June 30 next
preceding the Annual Report Date;

2 a description of any obligations of the type referred to in (1)
above that have been issued, entered into or incurred since the
beginning of the School District’s current fiscal year; and

3 a description of any obligations of the type referred to in (1)
above that the School District reasonably expects to issue, enter
into or incur within the 60-day period following the date of filing
of the Annual Report.

(iv)  Assessed value of taxable property in the Improvement District as shown
on the most recent equalized assessment roll;

()] Principa amount and accreted vaue of the Notes, any parity genera
obligation bonds and any general obligation refunding bonds issued on behalf of the
Improvement District outstanding as of a date within 45 days preceding the date of the
Annual Report;

(vi) Balance in the Debt Service Fund as of a date within 45 days preceding
the date of the Annual Report;

(vii) Bdance in the Improvement Fund, and each account or subaccount
thereunder, until such fund or account is closed, as applicable, as of a date within 45 days
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preceding the date of the Annual Report, and of any other fund related to the Notes not
referenced in clauses (i), (ii), (iii) or (iv) hereof;

(viii) A statement as to whether or not the County includes the tax levy for
payment of the general obligation bondsin its Teeter Plan; and

(ix) Top ten property owners in the Improvement District for the then-current
fiscal year, as measured by secured assessed valuation, the amount of their respective
taxable value and their percentage of total secured assessed value, if material.

(©) In addition to any of the information expressly required to be provided under
paragraphs (a) and (b) of this Section, the School District shall provide such further information,
if any, as may be necessary to make the statements required under Section 4(b), in the light of the
circumstances under which they are made, not misleading.

Any or al of the items listed above may be included by specific reference to other documents, including
official statements of debt issues of the School District or related public entities, which have been
submitted to the MSRB through the EMMA System. If the document included by reference is a find
official statement, it must be available from the MSRB. The School District shall clearly identify each
such other document so included by reference.

Section 5. Reporting of Significant Events.

@ The School District shal give, or cause to be given, notice of the occurrence of
any of the following events with respect to the 2010 Notes and any parity general obligation
bonds, if material:

(i) Principal and interest payment delinquencies,
(i) Non-payment related defaullts;

(iii) Unscheduled draws on debt service reserves reflecting financia
difficulties;

(iv) Unscheduled draws on credit enhancements reflecting financid
difficulties;

(V) Substitution of credit or liquidity providers, or their failure to perform;

(vi)  Adverse tax opinions or events affecting the tax-exempt status of the
security;

(vii)  Maodifications to rights of security holders;
(viii)  Contingent or unscheduled bond calls;
(ix) Defeasances;

x) Release, subgtitution or sale of property securing repayment of the
securities; and

(xi) Rating changes.



(b) The Dissemination Agent shall, within five business days of obtaining actua
knowledge of the occurrence of any of the Listed Events, contact the Disclosure Representative,
inform such person of the event and request that the School District promptly notify the
Dissemination Agent in writing whether or not to report the event pursuant to subsection (e). For
purposes of this Disclosure Agreement, “actual knowledge” of the occurrence of the Listed
Events described under clauses (ii), (iii), (vi), (X) and (xi) above shal mean actual knowledge by
an officer of the Dissemination Agent. The Dissemination Agent shall have no responsibility for
determining the materiality of any of the Listed Events.

(©) As soon as practicable based on the time needed to discover the occurrence of an
event, to assess its materiality and to prepare and disseminate the applicable notice, if the School
District has determined that the occurrence of a Listed Event, would be material under applicable
federal securities law, the School District shall promptly notify the Dissemination Agent in
writing. Such notice shal instruct the Dissemination Agent to report the occurrence pursuant to
subsection (e). The School District shall provide the Dissemination Agent with a form of notice
of such event in aformat suitable for reporting to the MSRB through the EMMA System.

(d) If the School District determines that the Listed Event would not be materia
under applicable federal securities law, the School District shall so notify the Dissemination
Agent and the Trustee in writing and instruct the Dissemination Agent not to report the
occurrence pursuant to subsection (e).

(e If the Dissemination Agent has been instructed by the School District to report
the occurrence of a Listed Event and has received a notice of the occurrence in aformat suitable
for filing with the MSRB, the Dissemination Agent shall file a notice of such occurrence with the
MSRB through the EMMA System and shall provide a copy of such notice to the Trustee.
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(viii) and (ix)
need not be given under this subsection any earlier than the notice (if any) of the underlying event
is given to owners of affected 2010 Notes pursuant to the Indenture.

Section 6. Termination of Reporting Obligation. The School District’s, the Trustee's and
the Dissemination Agent’ s obligations hereunder shall terminate upon the earliest to occur of (i) the lega
defeasance of the 2010 Notes, (ii) prior redemption of the 2010 Notes or (iii) payment in full of all the
2010 Notes. If such termination occurs prior to the final maturity of the 2010 Notes, the School District
shall give notice of such termination in the same manner asfor a Listed Event under Section 5(e).

Section 7. Dissemination Agent. The School District may, from time to time, appoint or
engage a Dissemination Agent to assist in carrying out its obligations under this Disclosure Agreement
and may discharge any such Dissemination Agent, with or without appointing a successor Dissemination
Agent. The initial Dissemination Agent shall be Dolinka Group, LLC. The Dissemination Agent may
resign by providing at least thirty days prior written notice of such resignation to the District and to the
Trustee (if the Trustee is not the Dissemination Agent). The Dissemination Agent shall have no duty to
prepare a notice of a Listed Event nor shall the Dissemination Agent be responsible for filing the any
notice of a Listed Event not provided to it by the School District in atimely manner and in aform suitable
for filing. If at any time there is not any other designated Dissemination Agent, the Trustee shall be the
Dissemination Agent.




Section 8. Amendment Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the School District, the Trustee and the Dissemination Agent may amend this Disclosure
Agreement (and the Trustee and/or the Dissemination Agent shall agree to any amendment so requested by
the School District, so long as such amendment does not adversely affect the rights or obligations of the
Trustee and/or the Dissemination Agent, as applicable), and any provision of this Disclosure Agreement
may be waived, provided that the following conditions are satisfied:

@ 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 2010 Notes, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at
the time of the primary offering of the 2010 Notes, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

(c)  the proposed amendment or waiver either (i) is approved by owners of the 2010 Notes in
the manner provided in the Indenture for amendments to the Indenture with the consent
of owners, or (ii) does not, in the opinion of the Trustee or nationally recognized bond
counsel, materially impair the interests of the owners or beneficial owners of the 2010
Notes.

If the annua financial information or operating data to be provided in the Annual Report is
amended pursuant to the provisions hereof, the first annual financial information filed pursuant hereto
contai ning the amended operating data or financial information shall explain, in narrative form, the reasons
for the amendment and the impact of the change in the type of operating data or financial information
being provided.

If an amendment is made to the undertaking specifying the accounting principles to be followed in
preparing financial statements, the first annual financial information for the year in which the change is
made shall present a comparison between the financial statements or information prepared on the basis of
the new accounting principles and those prepared on the basis of the former accounting principles. The
comparison shal include a qualitative discussion of the differences in the accounting principles and the
impact of the change in the accounting principles on the presentation of the financial statements or
information, in order to provide information to investors to enable them to evauate the ability of the
School District to meet its obligations. To the extent reasonably feasible, the comparison shal be
quantitative. A notice of the change in the accounting principles shall be given in the same manner asfor a
Listed Event under Section 5(e).

Section 9. Additiona Information. Nothing in this Disclosure Agreement shall be deemed to
prevent the School District from disseminating any other information, using the means of dissemination set
forth in this Disclosure Agreement or any other means of communication, or including any other
information in any Annual Report or any notice of occurrence of a Listed Event, in addition to that which
isrequired by this Disclosure Agreement. If the School District chooses to include any information in any
Annua Report or notice of occurrence of a Listed Event in addition to that which is specifically required
by this Disclosure Agreement, the School Digtrict shall have no obligation under this Disclosure
Agreement to update such information or include it in any future Annual Report or notice of occurrence of
aListed Event.




Section 10. Default. In the event of a failure of the School District, the Trustee or the
Dissemination Agent to comply with any provision of this Disclosure Agreement, the Trustee may (and,
upon receipt of indemnification reasonably satisfactory to the Trustee, a the written direction of any
Participating Underwriter or the owners of at least 25% of the aggregate amount of principal evidenced by
outstanding notes, shall), or any owner or beneficiad owner of the 2010 Notes may, take such actions as
may be necessary and appropriate, including seeking mandate or specific performance by court order, to
cause the School District, the Trustee, or the Dissemination Agent, as the case may be, to comply with
their obligations under this Disclosure Agreement. A default under this Disclosure Agreement shall not be
deemed an Event of Default under the Indenture, and the sole remedy under this Disclosure Agreement in
the event of any failure of the School District, the Paying Agent or the Dissemination Agent to comply
with this Disclosure Agreement shall be an action to compel performance.

Section 11. Duties, Immunities and Liabilities of the Trustee and the Dissemination Agent.
The Trustee and the Dissemination Agent shall have only such duties hereunder as are specifically set forth
in this Disclosure Agreement. This Disclosure Agreement does not apply to any other securities issued or
to be issued by the School District. The Trustee shal have no obligation to make any disclosure
concerning the 2010 Notes, the School District or any other matter, provided that no provision of this
Disclosure Agreement shall limit the duties or obligations of the Trustee under the Indenture. The
Dissemination Agent shall have no responsibility for the preparation, review, form or content of any notice
of aListed Event. The fact that the Trustee has or may have any banking, fiduciary or other relationship
with the School District or any other party, apart from the relationship created by the Indenture, shall not
be construed to mean that the Trustee has knowledge or notice of any event or condition relating to the
2010 Notes or the School District except in its respective capacities under such agreements. No provision
of this Disclosure Agreement shall require or be construed to require the Dissemination Agent to interpret
or provide an opinion concerning any information disclosed hereunder. Information disclosed hereunder
by the Trustee or the Dissemination Agent may contain such disclaimer language concerning the Trustee's
or the Dissemination Agent’s responsibilities hereunder with respect thereto as the Dissemination Agent
may deem appropriate. The Dissemination Agent may conclusively rely on the determination of the
School Didtrict as to the materiality of any event for purposes of Section 3 hereof. Neither the Trustee nor
the Dissemination Agent make any representation as to the sufficiency of this Disclosure Agreement for
purposes of the Rule. The Trustee and the Dissemination Agent shall be paid compensation by the School
District for their services provided hereunder in accordance with their respective schedule of fees, as
amended from time to time, and all reasonable expenses, legal fees and advances made or incurred by the
Trustee or the Dissemination Agent, as applicable, in the performance of their duties hereunder. The
School District’s obligations under this Section shall survive the termination of this Disclosure Agreement.

Section 12. Beneficiaries. The Participating Underwriter and the owners and beneficia
owners from time to time of the 2010 Notes shall be third party beneficiaries under this Disclosure
Agreement. This Disclosure Agreement shall inure solely to the benefit of the School District, the Trustee,
the Dissemination Agent, the Participating Underwriter and owners and beneficial owners from time to
time of the 2010 Notes, and shall create no rightsin any other person or entity.

Section 13. Notices. Any notice or communications to or among any of the parties to this
Disclosure Agreement shall be given to al of the following and may be given as follows:



If tothe School Poway Unified School District
District: 13626 Twin Peaks Road
Poway, Cdifornia 92064-3098
Telephone: (858) 679-2552
Telecopier: (858) 513-0967
Attention: Deputy Superintendent

If tothe Dolinka Group, LLC

Dissemination Agent: 20 Pacifica, Suite 900
Irvine, California 92618
Telephone: (949) 250-8300
Telecopier: (949) 250-8301

If to the Zions First National Bank

Trustee: 550 South Hope Street, Suite 2650
Los Angeles, California 90071
Telephone: (213) 593-3150
Telecopier: (213) 593-3160

Section 14. Severability. In case any one or more of the provisions contained herein shall for
any reason be held to be invalid, illegal or unenforceable in any respect, such invalidity, illegality or
unenforceability shall not affect any other provision hereof.

Section 15. State of California Law Governs. The validity, interpretation and performance of
this Disclosure Agreement shall be governed by the laws of the State of California.

Section 16. Counterparts.  This Disclosure Agreement may be executed in severa
counterparts, each of which shall be an original and all of which shall constitute but one and the same
instrument.

Section 17. Merger. Any person succeeding to all or substantially all of the Trustee's
corporate trust business shall be the successor Trustee without the filing of any paper or any further act.



IN WITNESS WHEREOF, the parties hereto have executed this Disclosure Agreement as of the
date first above written.

POWAY UNIFIED SCHOOL DISTRICT

By:

Authorized Officer

ZIONS FIRST NATIONAL BANK, as Trustee

By:

Authorized Officer

DOLINKA GROUP, LLC, as Dissemination Agent

By:

Authorized Officer



EXHIBIT A

NOTICE TO THE MUNICIPAL SECURITIESRULEMAKING BOARD OF
FAILURE TO FILE ANNUAL REPORT

Name of Issuer: School Facilities Improvement District No. 2007-1 of the Poway Unified School
District

Name of Bond Issue:  Genera Obligation Bond Anticipation Notes of School Facilities Improvement
District No. 2007-1 of the Poway Unified School District, 2008 Election,
Series 2010

Date of Issuance: March 25, 2010

NOTICE ISHEREBY GIVEN that the Poway Unified School District (the “ School District”) has
not provided an Annual Report with respect to the above-name Notes as required by the Continuing
Disclosure Agreement, dated March 1, 2010, by and among the School District, Zions First National
Bank, as Trustee, and Dolinka Group, LLC, as Dissemination Agent. [The School District anticipates
that the Annual Report will be filed by ]

Dated: ,20 Dolinka Group, LLC, as Dissemination Agent,
on behaf of the School District

cc: Poway Unified School District
Zions First National Bank
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APPENDIX F
SAN DIEGO COUNTY INVESTMENT POOL

The following information concerning the Treasury Pool of San Diego County (the “ Treasury
Pool” or the “ Pool” ) has been provided by the Treasurer—Tax Collector of the County (the “ County
Treasurer”) and has not been confirmed or verified by the School District or the Underwriter. No
representation is made herein as to the accuracy or adequacy of such information or as to the
absence of material adverse changes in such information subsequent to the date hereof or that the
information contained or incorporated hereby by reference is correct as of any time subsequent to its
date.

In accordance with Government Code Section 53600 et seq., the County Treasurer manages
funds deposited with it by the School District. The County is required to invest such funds in
accordance with California Government Code Sections 53601 et seq. In addition, counties are
required to establish their own investment policies which may impose limitations beyond those
required by the Government Code. All investments in the County Treasurer’s investment portfolio
conform to the statutory requirements of Government Code Section 53601 et seq., authorities
delegated by the County Board of Supervisors (the “Board of Supervisors’) and the County
Treasurer’ s investment policy.

General

Pursuant to a resolution adopted July 8, 1958, the Board of Supervisors delegated to the
County Treasurer the authority to invest and reinvest funds of the County. Applicable law limits this
delegation of authority to a one-year period and must be renewed annually by action of the Board of
Supervisors. In addition to funds of the County (and the various departments in the County, such as
Public Works and Public Administration), funds of certain local agencies within the County,
including school districts in the County, are required under State law to be deposited into the County
Treasury (“Involuntary Depositors’). In addition, certain agencies, including community college
districts, invest certain of their funds in the County Treasury on a voluntary basis (“Voluntary
Depositors’ and together with the Involuntary Depositors, the “Depositors’). Deposits made by the
County and the various local agencies are commingled in a pooled investment fund (the * Treasury
Pool” or the “Pool”). No particular deposits are segregated for separate investment.

Under State law, Depositors in the Pool are permitted to withdraw funds which they have
deposited on 30 days notice. The County does not expect that the Pool will encounter liquidity
shortfalls based on its current portfolio and investment guidelines or realize any losses that may be
required to be allocated among all Depositors in the Pool .

The County has established an Oversight Committee (“ Oversight Committee”) as required by
State law. The members of the Oversight Committee include the County Treasurer, the Chief
Financial Officer, members of the public, and a representative from a special district and a school
district. The role of the Oversight Committee is to review and monitor the Investment Policy that is
prepared by the County Treasurer.

The Treasury Pool’s Portfolio
As of January 31, 2010, the securities in the Treasury Pool had a market value of

$5,796,058,898 and a book value of $5,764,545,066, for a net unrealized gain of $31,513,832.
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The effective duration for the Treasury Pool was 0.630 years as of January 31, 2010.
“Duration” is a measure of the price volatility of the portfolio and reflects an estimate of the
projected increase or decrease in the value of the portfolio based upon a decrease or increase in
interest rates. A duration of 0.630 means that for every one percent increase in interest rates the
market value of the portfolio would decrease by 0.630%.

As of January 31, 2010, approximately 3.19% of the total fundsin the Pool were deposited by
Voluntary Depositors, such as cities and fire districts, 8.98% by community college districts, 35.19%
by the County, 6.20% by Non-County entities and 46.44% by K-12 school districts.

Standard & Poor’s Ratings Group maintains ratings of “AAAf” (extremely strong protection
against losses and credit defaults) and “S1” (low sensitivity to changing market conditions) on the
Pool. The ratings reflect only the view of the rating agency and any explanation of the significance
of such ratings may be obtained from such rating agency as follows: Standard & Poor’'s Rating
Services, a Division of The McGraw-Hill Companies, Inc., 55 Water Street, New York, New Y ork
10041.

I nvestments of the Treasury Pool

Authorized Investments. Investments of the Pool are placed in those securities authorized by
various sections of the California Government Code, which include obligations of the United States
Treasury, Agencies of the United States Government, local and State bond issues, bankers
acceptances, commercial paper of prime quality, certificates of deposit (both collateralized and
negotiable), repurchase and reverse repurchase agreements, medium term corporate notes, shares of
beneficial interest in diversified management companies (mutual funds), and asset-backed (including
mortgage related) and pass-through securities.

Generaly, investments in repurchase agreements cannot exceed a term of one year and the
security underlying the agreement shall be valued at 102% or greater of the funds borrowed against
the security and the value of the repurchase agreement shall be adjusted no less than quarterly. In
addition, reverse repurchase agreements generally may not exceed 20% of the base value of the
portfolio and the term of the agreement may not exceed 92 days.

Securities lending transactions are considered reverse repurchase agreements for purposes of
this limitation. “Base Value” is defined as the total cash balance excluding any amounts borrowed
(i.e., amounts obtained through selling securities by way of reverse repurchase agreements or other
similar borrowing methods).

Legislation which would modify the currently authorized investments and place restrictions
on the ability of municipalities to invest in various securities is considered from time to time by the
Legidlature. At all times, the Pool’ s investments will comply with California Government Code and
the County’ s Investment Policy (the “Investment Policy”).

The Investment Policy. The Investment Policy currently states the primary goals of the
County Treasurer when investing public funds to be as follows: the primary objective is to safeguard
the principal of the funds under the County Treasurer’s control, the secondary objective is to meet
the liquidity needs of the Pool Participants and the third objective is to achieve an investment return
on the funds under the control of the County Treasurer within the parameters of prudent risk
management. The Investment Policy contains a goal that 50% of the Pool should be invested in
securities maturing in one year or less, with the remainder of the portfolio being invested in debt
securities with maturities spread over more than one year to five years. Furthermore, at least 25% of
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the securities must mature within 90 days. The maximum effective duration for the Pool shall be
1.50 years.

With respect to reverse repurchase agreements, the Investment Policy provides for a
maximum maturity of 92 days (unless the reverse repurchase agreement includes a written guarantee
of aminimum earning or spread for the entire period of such agreement) and a limitation on the total
amount of reverse repurchase agreements and/or securities lending agreements to 20% of the total
investments in the Pool. The Investment Policy states that the uses of reverse repurchase agreements
shall be to invest the proceeds from the agreement into permissible securities that have the highest
short-term credit ratings; to supplement the yield on securities owned by the Pool; or to provide
funds for the immediate payment of an obligation. The maturity of the reverse repurchase agreement
and the maturity of the security purchased shall be the same.

The County from time to time has engaged in securities lending transactions. Generally,
these transactions involve the transfer by the governmental entity, through an agent, of securities to
certain broker-dealers and financial institutions or other entities in exchange for collateral, and this
collateral may be cash or securities. Most commonly, these transactions provide for the simultaneous
return of the collateral to the securities borrower upon receipt of the same securities at a later date.
Presently, the County has suspended its securities lending transactions program, but may decide to
enter into a securities lending agreement in the future. Any such securities lending transactions are
considered reverse repurchase agreements under the Investment Policy and, accordingly, the total
principal amount of reverse repurchase agreements and securities lending agreements may not exceed
20% of the Pool. Since the inception of the County’s securities lending program in 1987, there has
not been any loss of principal to the Pool resulting from these securities lending transactions or the
investment of the related collateral.

The Investment Policy also authorizes investments in covered call options and put options,
which are options that the County Treasurer sells to a third party the right to buy an existing security
in the Pool or sell a security to the Pool, both at a specific price within a specific time period. Under
the Investment Policy, securities subject to covered calls are not to be used for reverse repurchase
agreements; cash sufficient to pay for outstanding puts are to be invested in securities maturing on or
before the expiration date of the option; the maximum maturity of a covered call option/put option is
to be 90 days and not more than 10% of the total investments in the Pool could have options written
against them at any given time.

Beginning early August 2007, the Pool halted all investments in asset-backed commercial
paper and has no plans to resume investment in this type of security until the current credit crisis has
passed. Further, the Pool is not invested in any structured investment vehicles and has never invested
in collateralized debt obligations.

In order to limit exposure to credit risk, the Pool has limited purchases of corporate securities
to maturities less than 60 days.

Certain Information Relating to the Pool

The following table reflects information with respect to the Pool as of the close of business,
January 31, 2010. As described above, a wide range of investments is authorized by State law.
Therefore, there can be no assurances that the investments in the Pool will not vary significantly
from the investments described below. In addition, the value of the various investments in the Pool
will fluctuate on a daily basis as a result of a multitude of factors, including generally prevailing
interest rates and other economic conditions. Therefore, there can be no assurance that the values of
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the various investments in the Pool will not vary significantly from the values described below. In
addition, the values specified in the following table were based upon estimates of market values
provided to the County by a third party. Accordingly, there can be no assurance that if these

securities had been sold on January 31, 2010, the Pool necessarily would have received the values
specified.
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TREASURER-TAX COLLECTOR OF THE COUNTY OF
SAN DIEGO PORTFOLIO STATISTICS
as of January 31, 2010

Weighted
Average
Per cent of M ar ket Accrued M ar ket Net Unrealized Yield to Daysto
Portfolio Book Value Price Interest Value Gain/(L 0ss) M aturity Maturity
US Treasury Bills 0.86% $49,885,472 99.89% $13,778 $49,945,000 $59,528 0.31% 235
US Treasury Notes 6.17 346,095,953 103.62 2,922,499 357,508,983 11,413,030 2.63 754
FNMA Discount Notes 8.81 510,641,868 99.96 0 510,783,100 141,232 0.18 138
Federal Farm Credit Bank Notes 4.03 231,601,593 101.12 1,455,160 233,840,625 2,239,032 2.29 415
Federal Home Loan Bank Notes 13.82 794,941,739 101.10 5,136,099 801,115,981 6,174,242 1.49 356
Federal Home Loan Bank Disk Notes 1.29 74,996,354 100.00 0 75,000,000 3,646 0.07 26
Federal Home Loan Mortg. Corp. Disc
Notes 10.82 626,702,428 99.94 0 626,956,063 253,635 0.22 156
Federal Home Loan Mortg. Corp.
Notes 13.87 797,641,528 101.61 4,651,206 804,045,723 6,404,723 1.58 521
Fannie Mae 11.28 650,297,315 100.94 4,338,193 653,522,055 3,224,740 1.96 533
Corporate Medium Term Notes 0.95 53,303,877 104.52 849,479 54,870,500 1,566,623 3.51 499
Bond Fund 0.61 35,000,000 100.20 38,701 35,070,070 70,070 0.60 1
Money Market Funds 1.52 88,310,000 100.00 3,132 88,310,000 0 0.01 1
Repurchase Agreements 4.33 251,116,141 100.00 3,759 251,116,141 0 0.18 1
Negotiable Certificates of Deposit 11.71 679,000,403 100.00 79,637 678,972,100 (28,303) 0.15 18
Commercial Paper 8.54 494,702,395 100.00 0 494,694,557 (7,838) 0.11 6
Collateralized/FDIC Certificates of
Deposit 1.39 80,308,000 100.00 17,763 80,308,000 0 0.52 70
Totals For January 2010 100.00%  $5,764,545,066 100.77% $19,509,406 $5,796,058,898 $31,513,832 1.03% 283
Total for December 2009 100.00%  $6,038,759,428 100.64% $20,187,124 $6,062,805,527 $24,046,099 1.00% 299
Change From Prior Month ($274,214,362) (0.13%) ($677,718) ($266,746,629) $7,467,733 0.03% (16)
Portfolio Effective Duration 0.630 Years
Fiscal Year
October To Date Calendar Year
Return Annualized Return Annualized To Date Return Annualized
Book Value 0.084% 0.992% 0.760% 1.291% 0.084% 0.992%
Market Value 0.073% 0.864% 0.677% 1.149% 0.073% 0.864%

Source: County of San Diego, Treasurer-Tax Collector of the County.
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The School District has made neither an independent investigation of the investmentsin
the Pool nor an assessment of the current County Investment Policy. The value of the various
investments in the Pool will fluctuate on a daily basis as a result of a multitude of factors,
including generally prevailing interest rates and other economic conditions. Additionally, the
County Treasurer may change the Investment Policy at any time. Therefore, there can be no

assurance that the values of the variousinvestmentsin the Pool will not vary significantly from
the values described herein.
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APPENDIX G

SUMMARY OF THE INDENTURE

The following is a summary of certain provisions of the Indenture which are not described
elsewhere in the Official Statement. This summary does not purport to be comprehensive, and reference
should be made to the Indenture and the Agreement for a full and complete statement of their provisions.

Definitions

The terms defined under this caption shall for purposes of the summary of the Indenture have the
meanings defined below.

“Accreted Value” means, with respect to any Note, as of any date of calculation, an amount equal
to the initial principal amount of such Note, plus interest accreted thereon from the Closing Date to such
date of calculation, compounded on each Compounding Date; provided, however, that the Accreted Value
on any date other than a Compounding Date shall be calculated by straight line interpolation of the
Accreted Values as of the immediately preceding and succeeding Compounding Dates, assuming in each
year that such interest accrues in equal daily amounts on the basis of a 360-day year consisting of twelve
30-day months.

“Authorized Denominations” means, with respect to the Notes, $5,000 Accreted Value on the
Maturity Date and integral multiples thereof.

“Authorized Representative” means, with respect to the District, the Superintendent of the
District and the Deputy Superintendent of the District, and any other Person authorized by the Board of
Education to act on behalf of the District under or with respect to the Indenture and designated as an
Authorized Representative of the District in a Written Certificate of the District filed with the Trustee.

“Beneficial Owners” means those Persons for which the Participants have caused DTC, or any
successor securities depository for the Notes, to hold Book-Entry Notes.

“Board of Education” means the Board of Education of the District.

“Bond Counsel” means a firm of nationally recognized bond counsel selected by the District.

“Book-Entry Notes” means Notes registered in the name of the nominee of DTC, or any
successor securities depository for the Notes, as the registered owner thereof pursuant to the terms and
provisions of the Indenture.

“Business Day” means a day which is not (a) a Saturday, Sunday or legal holiday in the State, (b)
a day on which banking institutions in the State, or in any state in which the Office of the Trustee is
located, are required or authorized by law (including executive order) to close, or (¢) a day on which the

New York Stock Exchange is closed.

“Cede & Co.” means Cede & Co., the nominee of DTC, and any successor nominee of DTC with
respect to Book-Entry Notes.

“Closing Date” means the date upon which the Notes are initially issued and delivered to the
original purchaser thereof, being March 25, 2010.
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“Code” means the Internal Revenue Code of 1986.

“Compounding Dates” means, with respect to a Note, each June 1 and December 1, from and
including June 1, 2010, to and including the Maturity Date.

“Continuing Disclosure Agreement” means the Continuing Disclosure Agreement, dated as of March
1, 2010, by and between the District and the Trustee, as originally executed and as it may be amended from
time to time in accordance with the terms thereof.

“County” means the County of San Diego, a county and political subdivision of the State
organized and existing under the laws of the State, and any successor thereto.

“County Treasurer” means the County Treasurer of the County.
“Default Rate” means an interest rate of 8.00% per annum.

“Defeasance Securities” means (a) direct general obligations of the United States of America
(including obligations issued or held in book entry form on the books of the Department of the Treasury
of the United States of America), and (b) obligations of any agency, department or instrumentality of the
United States of America the timely payment of principal of and interest on which are fully guaranteed by
the United States of America.

“District” means Poway Unified School District, a school district organized and existing under
the laws of the State, and any successor thereto.

“General Obligation Bonds” means general obligation bonds authorized to be issued by the District
on behalf of the Improvement District by the qualified electors thereof at the election duly called and
regularly held in the District on February 5, 2008.

“Improvement District” means School Facilities Improvement District No. 2007-1 of the Poway
Unified School District.

“Indenture” means the Indenture, dated as of March 1, 2010, by and between the District and the
Trustee, as originally executed and as it may be amended or supplemented from time to time by any
Supplemental Indenture.

“Maturity Date” means December 1, 2011.

“Moody’s” means Moody’s Investors Service, Inc., a corporation duly organized and existing
under the laws of the State of Delaware, and its successors and assigns, except that if such entity shall be
dissolved or liquidated or shall no longer perform the functions of a securities rating agency, then the term
“Moody’s” shall be deemed to refer to any other nationally recognized securities rating agency selected
by the District.

“Note Fund” means the fund by that name established and held by the Trustee pursuant to the
Indenture.

“Notes” means the General Obligation Bond Anticipation Notes of School Facilities

Improvement District No. 2007-1 of the Poway Unified School District, 2008 Election, Series 2010,
issued under the Indenture.
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“Office of the Trustee” means the principal corporate trust office of the Trustee in Los Angeles,
California, or such other office as may be specified to the District by the Trustee in writing.

“Outstanding” means, when used as of any particular time with reference to Notes, subject to the
provisions of the Indenture, all Notes theretofore, or thereupon being, authenticated and delivered by the
Trustee under the Indenture except (a) Notes theretofore canceled by the Trustee or surrendered to the
Trustee for cancellation, (b) Notes with respect to which all liability of the District shall have been
discharged in accordance with the Indenture, and (c) Notes in lieu of which other Notes shall have been
authenticated and delivered by the Trustee pursuant to the Indenture.

“Owner” means, with respect to a Note, the Person in whose name such Note is registered on the
Registration Books.

“Participant” means any entity which is recognized as a participant by DTC in the book-entry
system of maintaining records with respect to Book-Entry Notes.

“Participating Underwriter” has the meaning ascribed thereto in the Continuing Disclosure
Agreement.

“Permitted Investments” means the following, to the extent that such securities are otherwise eligible
legal investments of the District:

(a) (i) Direct obligations (other than an obligation subject to variation in principal
repayment) of the United States of America, (ii) obligations fully and unconditionally guaranteed
as to timely payment of principal and interest by the United States of America, (iii) obligations
fully and unconditionally guaranteed as to timely payment of principal and interest by any agency
or instrumentality of the United States of America when such obligations are backed by the full
faith and credit of the United States of America, or (iv) evidences of ownership of proportionate
interests in future interest and principal payments on obligations described above held by a bank
or trust company as custodian, under which the owner of the investment is the real party in
interest and has the right to proceed directly and individually against the obligor and the
underlying government obligations are not available to any person claiming through the custodian
or to whom the custodian may be obligated;

(b) Obligations of any of the following federal agencies which obligations represent
the full faith and credit of the United States of America, including:

-Export-Import Bank

-Rural Economic Community Development Administration
-U.S. Maritime Administration

-Small Business Administration

-U.S. Department of Housing & Urban Development (PHAS)
-Federal Housing Administration

-Federal Financing Bank

(c) Direct obligations of any of the following federal agencies which obligations are
not fully guaranteed by the full faith and credit of the United States of America:

-Senior debt obligations issued by the Federal National Mortgage Association (FNMA)
or Federal Home Loan Mortgage Corporation (FHLMC).
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-Obligations of the Resolution Funding Corporation (REFCORP)
-Senior debt obligations of the Federal Home Loan Bank System

(d) U.S. dollar denominated deposit accounts, federal funds and bankers’
acceptances with domestic commercial banks (which may include the Trustee or its affiliates)
which have a rating on their short term certificates of deposit on the date of purchase of “P-1” by
Moody’s and “A-1" or “A-1+" by S&P and maturing not more than 360 calendar days after the
date of purchase. (Ratings on holding companies are not considered as the rating of the bank);

(e) Commercial paper which is rated at the time of purchase in the single highest
classification, “P-1” by Moody’s and “A-1+" by S&P and which matures not more than 270
calendar days after the date of purchase;

® Investments in a money market fund rated “AAAmM” or “AAAmM-G” or better by
S&P, including a fund for which the Trustee, its parent holding company, if any, or any affiliates
or subsidiaries of the Trustee provide investment advisory or other management services; and

® Investments in the Treasury Pool of San Diego County.

“Person” means an individual, corporation, limited liability company, firm, association,
partnership, trust, or other legal entity or group of entities, including a governmental entity or any agency
or political subdivision thereof.

“Principal Amount” means, as of any date, with respect to a Note, the Accreted Value thereof as
of such date.

“Registration Books” means the records maintained by the Trustee for the registration of
ownership and registration of transfer of the Notes pursuant to the Indenture.

“Representation Letter” means the Letter of Representations from the District to DTC, or any
successor securities depository for Book-Entry Notes, in which the District makes certain representations
with respect to issues of its securities for deposit by DTC or such successor depository.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies,
Inc., a corporation duly organized and existing under the laws of the State of New York, and its
successors and assigns, except that if such entity shall be dissolved or liquidated or shall no longer
perform the functions of a securities rating agency, then the term “S&P” shall be deemed to refer to any
other nationally recognized securities rating agency selected by the District.

“State” means the State of California.

“Supplemental Indenture” means any agreement amendatory of or supplemental to the Indenture,
but only if and to the extent that such Supplemental Indenture is specifically authorized under the
Indenture.

“Tax Certificate” means the Tax Certificate executed by the District at the time of issuance of the

Notes relating to the requirements of Section 148 of the Code, as originally executed and as it may be
amended from time to time in accordance with the terms thereof.
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“Trustee” means Zions First National Bank, a national banking association organized and existing
under the laws of the United States of America, or any successor thereto as Trustee under the Indenture
substituted in its place as provided in the Indenture.

“Written Certificate” and “Written Request” of the District mean, respectively, a written
certificate or written request signed in the name of the District by an Authorized Representative. Any
such certificate or request may, but need not, be combined in a single instrument with any other
instrument, opinion or representation, and the two or more so combined shall be read and construed as a
single instrument.

The Notes

Transfer and Exchange of Notes. Any Note may, in accordance with its terms, be transferred
upon the Registration Books by the Person in whose name it is registered, in person or by his duly
authorized attorney, upon surrender of such Note for cancellation, accompanied by delivery of a written
instrument of transfer, duly executed in a form acceptable to the Trustee. Whenever any Note shall be
surrendered to the Trustee for transfer, the District shall execute and the Trustee shall authenticate and
shall deliver a new Note or Notes in a like aggregate Principal Amount, in any Authorized Denomination.
The Trustee shall require the Owner requesting such transfer to pay any tax or other governmental charge
required to be paid with respect to such transfer.

The Notes may be exchanged at the Office of the Trustee for a like aggregate Principal Amount
of Notes in other Authorized Denominations. The Trustee shall require the payment by the Owner
requesting such exchange of any tax or other governmental charge required to be paid with respect to
such exchange.

Book-Entry Notes. (a) The Notes shall initially be issued as Book-Entry Notes and the Notes
shall be in the form of a separate single fully registered Note (which may be typewritten). Except as
provided in the provisions of the Indenture summarized by paragraph (c) below, the registered Owner of
all of the Book-Entry Notes shall be DTC and the Book-Entry Notes shall be registered in the name of
Cede & Co., as nominee of DTC.

(b) The Trustee and the District may treat DTC (or its nominee) as the sole and exclusive
Owner of the Book-Entry Notes registered in its name for the purposes of payment of the Accreted Value
of the Book-Entry Notes, giving any notice permitted or required to be given to Owners of Book-Entry
Notes under the Indenture, registering the transfer of Book-Entry Notes, obtaining any consent or other
action to be taken by Owners of Book-Entry Notes and for all other purposes whatsoever, and neither the
Trustee nor the District shall be affected by any notice to the contrary. Neither the Trustee nor the District
shall have any responsibility or obligation to any Participant, any person claiming a beneficial ownership
interest in the Book-Entry Notes under or through DTC or any Participant, or any other person which is
not shown on the Registration Books as being an Owner, with respect to the accuracy of any records
maintained by DTC or any Participant, the payment by DTC or any Participant of any amount in respect
of the Accreted Value of the Book-Entry Notes, any notice which is permitted or required to be given to
Owners of Book-Entry Notes under the Indenture, or any consent given or other action taken by DTC as
Owner of Book-Entry Notes. The Trustee shall pay all Accreted Value with respect to the Book-Entry
Notes only to DTC, and all such payments shall be valid and effective to fully satisfy and discharge the
District’s obligations with respect to the Accreted Value of the Book-Entry Notes to the extent of the sum
or sums so paid. Except under the conditions of provisions of the Indenture summarized by paragraph (c)
below, no person other than DTC shall receive an executed and authenticated Book-Entry Note. Upon
delivery by DTC to the Trustee of written notice to the effect that DTC has determined to substitute a new
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nominee in place of Cede & Co., the term “Cede & Co.” in the Indenture shall refer to such new nominee
of DTC.

(©) In the event (i) DTC, including any successor as securities depository for the Notes,
determines not to continue to act as securities depository for the Notes, or (ii) the District determines that
the incumbent securities depository shall no longer so act, and delivers a written certificate to the Trustee
to that effect, then the District shall discontinue the book-entry system with the incumbent securities
depository for the Notes. If the District determines to replace the incumbent securities depository for the
Notes with another qualified securities depository, the District shall prepare or direct the preparation of a
new single, separate fully registered Note for the aggregate Principal Amount of all Notes Outstanding,
registered in the name of such successor or substitute qualified securities depository, or its nominee, or
make such other arrangement acceptable to the District, the Trustee and the successor securities
depository for the Notes as are not inconsistent with the terms of the Indenture. If the District fails to
identify another qualified successor securities depository for the Notes to replace the incumbent securities
depository, then the Notes shall no longer be restricted to being registered in the Registration Books in the
name of the incumbent securities depository or its nominee, but shall be registered in whatever name or
names the incumbent securities depository for the Notes, or its nominee, shall designate. In such event the
District shall execute, and deliver to the Trustee, a sufficient quantity of Notes to carry out the transfers
and exchanges provided in the Indenture. All such Notes shall be in fully registered form in Authorized
Denominations.

(d) Notwithstanding any other provision of the Indenture to the contrary, so long as any
Book-Entry Note is registered in the name of DTC, or its nominee, all payments of Accreted Value with
respect to such Book-Entry Note and all notices with respect to such Book-Entry Note shall be made and
given, respectively, as provided in the Representation Letter.

(e) In connection with any notice or other communication to be provided to Owners of Book-
Entry Notes pursuant to the Indenture by the District or the Trustee with respect to any consent or other
action to be taken by Owners, the District or the Trustee, as the case may be, shall establish a record date
for such consent or other action and give DTC notice of such record date not less than 15 calendar days in
advance of such record date to the extent possible.

Temporary Notes. The Notes may be issued in temporary form exchangeable for definitive Notes
when ready for delivery. Any temporary Notes may be printed, lithographed or typewritten, shall be in
Authorized Denominations, shall be in fully registered form without coupons and may contain such
reference to any of the provisions of the Indenture as may be appropriate. Every temporary Note shall be
executed by the District and authenticated by the Trustee upon the same conditions and in substantially
the same manner as the definitive Notes. If the District issues temporary Notes it shall execute and deliver
definitive Notes as promptly thereafter as practicable, and thereupon each temporary Note may be
surrendered, for cancellation, at the Office of the Trustee and the Trustee shall authenticate and deliver in
exchange for such temporary Note a definitive Note in a like Principal Amount. Until so exchanged, the
temporary Notes shall be entitled to the same benefits under the Indenture as definitive Notes
authenticated and delivered under the Indenture.

Notes Mutilated, Lost, Destroyed or Stolen. If any Note shall become mutilated, the District, at
the expense of the Owner of said Note, shall execute, and the Trustee shall thereupon authenticate and
deliver, a new Note of like tenor in exchange and substitution for the Note so mutilated, but only upon
surrender to the Trustee of the Note so mutilated. Every mutilated Note so surrendered to the Trustee shall
be canceled by it and delivered to, or upon the order of, the District. If any Note shall be lost, destroyed or
stolen, evidence of such loss, destruction or theft may be submitted to the Trustee and, if such evidence
and indemnity satisfactory to the Trustee and the District shall be given, the District, at the expense of the
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Owner, shall execute, and the Trustee shall thereupon authenticate and deliver, a new Note of like tenor in
lieu of and in replacement for the Note so lost, destroyed or stolen (or if any such Note shall have
matured, instead of issuing a replacement Note, the Trustee may pay the same without surrender thereof).
The District may require payment by the Owner of a sum not exceeding the actual cost of preparing each
replacement Note issued under this paragraph and of the expenses which may be incurred by the District
and the Trustee in connection with the issuance of such replacement Note. Any Note issued under the
provisions of this paragraph in lieu of any Note alleged to be lost, destroyed or stolen shall constitute an
original additional contractual obligation on the part of the District whether or not the Note so alleged to
be lost, destroyed or stolen be at any time enforceable by anyone, and shall be entitled to the benefits of
the Indenture with all other Notes secured by the Indenture.

Funds; Investments

Note Fund. (a) The Trustee shall establish and maintain a separate fund designated the “Note
Fund.” The Trustee shall deposit in the Note Fund (i) proceeds of the sale of General Obligation Bonds
issued to pay the Notes, as directed in a Written Request of the District, (ii) proceeds of the sale of bond
anticipation notes issued in renewal of the Notes pursuant to Section 15150 of the California Education
Code, as directed in a Written Request of the District, and (iii) any other funds made available by the
District for the purpose of paying the Notes, as directed in a Written Request of the District.

(b) On the Maturity Date, the Trustee shall withdraw from the Note Fund for payment to the
Owners of the Notes the Accreted Value of the Notes then due and payable.

Investment of Moneys. (a) Except as otherwise provided in the Indenture, all moneys in the Note
Fund shall be invested by the Trustee solely in Permitted Investments, as directed in writing by the
District two Business Days prior to the making of such investment. Moneys in the Note Fund shall be
invested in Permitted Investments maturing not later than the date on which it is estimated that such
moneys will be required for the purposes specified in the Indenture. Absent timely written direction from
the District, the Trustee shall invest any moneys in the Note Fund in Permitted Investments described in
paragraph (f) of the definition thereof; provided, however, that any such investment shall be made with
due regard for the Trustee’s obligations and responsibilities as a fiduciary under the Indenture.

(b) All interest, profits and other income received from the investment of moneys in the Note
Fund shall be retained therein.

(©) Permitted Investments acquired as an investment of moneys in the Note Fund shall be
credited to the Note Fund. For the purpose of determining the amount in the Note Fund, all Permitted
Investments credited thereto shall be valued by the Trustee at the market value thereof.

(d) The Trustee may act as principal or agent in the making or disposing of any investment.
Upon the Written Request of the District, the Trustee shall sell or present for redemption any Permitted
Investments in the Note Fund whenever it shall be necessary to provide moneys to meet any required
payment, transfer, withdrawal or disbursement from the Note Fund, and the Trustee shall not be liable or
responsible for any loss resulting from any investment made or sold pursuant to the Indenture.

(e) The District acknowledges that to the extent regulations of the Comptroller of the
Currency or other applicable regulatory entity grant the District the right to receive brokerage
confirmations of security transactions as they occur, the District specifically waives receipt of such
confirmations to the extent permitted by law. The Trustee shall furnish the District periodic cash
transaction statements which include detail for all investment transactions made by the Trustee under the
Indenture.
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Certain Covenants under the Indenture

Punctual Payment. The District shall punctually pay or cause to be paid the Accreted Value of all
the Notes, in strict conformity with the terms of the Notes and of the Indenture, according to the true
intent and meaning thereof. On or prior to the Maturity Date, the District shall cause amounts to be
deposited with the Trustee sufficient to pay the Accreted Value of the Notes to become due on such date.

Issuance of Obligations to Pay Notes. The District shall (a) issue and sell, or cause to be issued
and sold, General Obligation Bonds, and/or (b) issue and sell bond anticipation notes in renewal of the
Notes pursuant to Section 15150 of the California Education Code, at a time or times and in a principal
amount or amounts, the available proceeds of which are sufficient, together with such other moneys as are
available therefor, to pay the Accreted Value of the Notes due and payable on the Maturity Date. To the
extent permitted by law, the District covenants that, if the District is unable to, or precluded from, so
issuing and selling, or causing to be so issued and sold, General Obligation Bonds and bond anticipation
notes, the District will use its best efforts to issue or incur and sell such other obligations as the District
may legally issue or incur for such purpose at a time or times and in a principal amount or amounts, the
available proceeds of which are sufficient, together with such other moneys as are available therefor, to
pay the Accreted Value of the Notes due and payable on the Maturity Date. The District shall transfer or
cause to be transferred such proceeds of any such General Obligation Bonds, bond anticipation notes or
other obligations to the Trustee for deposit in the Note Fund.

No Additional General Obligation Bonds or Notes. So long as any of the Notes remain
Outstanding, the District shall not issue or cause to be issued any General Obligation Bonds, or any notes
in anticipation of the sale of General Obligation Bonds; provided, however, that the provisions of this
paragraph shall not prohibit the District from issuing or causing to be issued General Obligation Bonds, or
notes in anticipation of the sale of General Obligation Bonds, if, upon the issuance thereof, all of the
Notes have been paid or are deemed to have been paid in accordance with the provisions of the Indenture.

Levy for Payment of Interest on Notes. If the Notes are not paid in full on the Maturity Date, the
District shall take all steps required by law and by the County to cause the Board of Supervisors of the
County to levy, pursuant to Section 15150(d) of the California Education Code, a tax upon all taxable
property in the District to pay interest on the Notes.

Protection of Security and Rights of Owners. The District shall at all times, to the extent
permitted by law, defend, preserve and protect all the rights of the Owners under the Indenture against all
claims and demands of all Persons whomsoever.

Tax Covenants. (a) The District shall not take any action, or fail to take any action, if such
action or failure to take such action would adversely affect the exclusion from gross income of interest on
the Notes under Section 103 of the Code. Without limiting the generality of the foregoing, the District
shall comply with the requirements of the Tax Certificate, which is incorporated in the Indenture as if
fully set forth in the Indenture. This covenant shall survive payment in full or defeasance of the Notes.

(b) In the event that at any time the District is of the opinion that for purposes of the tax
covenants under the Indenture it is necessary or helpful to restrict or limit the yield on the investment of
any moneys held by the Trustee in any of the funds or accounts established under the Indenture, the
District shall so instruct the Trustee in writing, and the Trustee shall take such action as may be necessary
in accordance with such instructions.

() Notwithstanding any provisions of the provisions of the Indenture summarized under this
heading, if the District shall provide to the Trustee an opinion of Bond Counsel to the effect that any
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specified action required under the tax covenants under the Indenture is no longer required or that some
further or different action is required to maintain the exclusion from federal income tax of interest on the
Notes, the Trustee may conclusively rely on such opinion in complying with the requirements of the tax
covenants under the Indenture and of the Tax Certificate, and the covenants under the Indenture shall be
deemed to be modified to that extent.

Continuing Disclosure Agreement. Each of the District and the Trustee shall comply with and
carry out all of the provisions of the Continuing Disclosure Agreement applicable to it. Notwithstanding
any other provision of the Indenture, failure of the District to comply with the Continuing Disclosure
Agreement shall not be considered an event of default under the Indenture; provided, however, that the
Trustee, at the written direction of any Participating Underwriter or the holders of at least 25% aggregate
Principal Amount of Outstanding Notes shall, upon receipt of indemnification reasonably satisfactory to
the Trustee, or any Owner or Beneficial Owner of the Notes may, take such actions as may be necessary
and appropriate to compel performance, including seeking mandate or specific performance by court
order.

Accounting Records and Financial Statements. The Trustee shall at all times keep, or cause to be
kept, proper books of record and account, prepared in accordance with prudent corporate trust industry
standards, in which accurate entries shall be made of all transactions made by it relating to all funds and
accounts established by it pursuant to the Indenture. Such books of record and account shall be available
for inspection by the District during regular business hours and upon reasonable notice and under
reasonable circumstances as agreed to by the Trustee.

Further Assurances. The District shall make, execute and deliver any and all such further
agreements, instruments and assurances as may be reasonably necessary or proper to carry out the
intention or to facilitate the performance of the Indenture and for the better assuring and confirming unto
the Owners of the rights and benefits provided in the Indenture.

Events of Default and Remedies under the Indenture

Events of Default. The following events shall be Events of Default under the Indenture:

(a) Failure to pay in full the Accreted Value of the Notes on the Maturity Date;

(b) Failure by the District to observe and perform any of the other covenants,
agreements or conditions on its part in the Indenture or in the Notes contained, if such failure
shall have continued for a period of 30 days after written notice thereof, specifying such failure
and requiring the same to be remedied, shall have been given to the District by the Trustee, or to
the District and the Trustee by the Owners of not less than 5% in aggregate Principal Amount of
the Notes at the time Outstanding; provided, however, that, if in the reasonable opinion of the
District the failure stated in the notice can be corrected, but not within such 30 day period, such
failure shall not constitute an Event of Default if corrective action is instituted by the District
within such 30 day period and the District shall thereafter diligently and in good faith cure such
failure in a reasonable period of time; and

() The District shall commence a voluntary case under Title 11 of the United States
Code or any substitute or successor statute.

Other Remedies. If an Event of Default shall have occurred and be continuing, the Trustee shall
have the right:
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(a) by mandamus, suit, action or proceeding, to compel the District and its officers,
agents or employees to perform each and every term, provision and covenant contained in the
Indenture and in the Notes, and to require the carrying out of any or all such covenants and
agreements of the District and the fulfillment of all duties imposed upon it by the Indenture or by
applicable provisions of law;

(b) by suit, action or proceeding in equity, to enjoin any acts or things which are
unlawful, or the violation of any rights of the Trustee or the Owners; or

() by suit, action or proceeding in any court of competent jurisdiction, to require the
District and its officers and employees to account as if it and they were the trustees of an express
trust.

Application of Funds After Default. If an Event of Default shall occur and be continuing, any
funds thereafter received by the Trustee under any of the provisions of the Indenture shall be applied by
the Trustee as follows and in the following order:

(a) To the payment of any expenses necessary in the opinion of the Trustee to protect
the interests of the Owners and payment of reasonable fees, charges and expenses of the Trustee
(including reasonable fees and disbursements of its counsel) incurred in and about the
performance of its powers and duties under the Indenture;

(b) To the payment (upon presentation of the Notes to be paid, and stamping thereon
of the payment if only partially paid, or surrender thereof if fully paid) to the Persons entitled
thereto of the unpaid Accreted Value of the Notes which shall have become due, with interest on
the overdue amounts at the Default Rate, and, if the amount available shall not be sufficient to
pay in full all of such Accreted Value of the Notes, together with such interest, then to the
payment thereof ratably, according to the amounts of Accreted Value due on such date to the
Persons entitled thereto, without any discrimination or preference; and

() Any remaining funds shall be transferred by the Trustee to the Note Fund.

Power of Trustee to Enforce. All rights of action under the Indenture or the Notes or otherwise
may be prosecuted and enforced by the Trustee without the possession of any of the Notes or the
production thereof in any proceeding relating thereto, and any such suit, action or proceeding instituted by
the Trustee shall be brought in the name of the Trustee for the benefit and protection of the Owners of
such Notes, subject to the provisions of the Indenture.

Note Owners Direction of Proceedings.  Anything in the Indenture to the contrary
notwithstanding, the Owners of a majority in aggregate Principal Amount of the Notes then Outstanding
shall have the right, by an instrument or concurrent instruments in writing executed and delivered to the
Trustee, and upon indemnification of the Trustee to its reasonable satisfaction, to direct the method of
conducting all remedial proceedings taken by the Trustee under the Indenture, provided that such
direction shall not be otherwise than in accordance with law and the provisions of the Indenture and that
the Trustee shall have the right to decline to follow any such direction which in the opinion of the Trustee
would be unjustly prejudicial to Owners not parties to such direction.

Limitation on Note Owners’ Right to Sue. No Owner shall have the right to institute any suit,
action or proceeding at law or in equity, for the protection or enforcement of any right or remedy under
the Indenture or any applicable law, unless (a) such Owner shall have given to the Trustee written notice
of the occurrence of an Event of Default, (b) the Owners of a majority in aggregate Principal Amount of
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the Notes then Outstanding shall have made written request upon the Trustee to exercise the powers
granted in the Indenture or to institute such suit, action or proceeding in its own name, (c) such Owner or
said Owners shall have tendered to the Trustee indemnity against the costs, expenses and liabilities to be
incurred in compliance with such request, and (d) the Trustee shall have refused or omitted to comply
with such request for a period of 60 days after such written request shall have been received by, and said
tender of indemnity shall have been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are declared, in every
case, to be conditions precedent to the exercise by any Owner of any remedy under the Indenture or under
law; it being understood and intended that no one or more Owners shall have any right in any manner
whatever by his or their action to affect, disturb or prejudice the security of the Indenture or the rights of
any other Owners, or to enforce any right under the Notes, the Indenture or applicable law with respect to
the Notes, except in the manner provided in the Indenture, and that all proceedings at law or in equity to
enforce any such right shall be instituted, had and maintained in the manner provided in the Indenture and
for the benefit and protection of all Owners, subject to the provisions of the Indenture.

Absolute Obligation. Nothing in any provision of the Indenture or in the Notes contained shall
affect or impair the obligation of the District, which is absolute and unconditional, to pay the Accreted
Value of the Notes to the respective Owners as provided in the Indenture, but only from the sources
provided in the Indenture, or affect or impair the right of such Owners, which is also absolute and
unconditional, to enforce such payment by virtue of the contract embodied in the Notes.

Termination of Proceedings. In case any proceedings taken by the Trustee or any one or more
Owners on account of any Event of Default shall have been discontinued or abandoned for any reason or
shall have been determined adversely to the Trustee or the Owners, then in every such case the District,
the Trustee and the Owners, subject to any determination in such proceedings, shall be restored to their
former positions and rights under the Indenture, severally and respectively, and all rights, remedies,
powers and duties of the District, the Trustee and the Owners shall continue as though no such
proceedings had been taken.

Remedies Not Exclusive. No remedy in the Indenture conferred upon or reserved to the Trustee
or to the Owners is intended to be exclusive of any other remedy or remedies, and each and every such
remedy, to the extent permitted by law, shall be cumulative and in addition to any other remedy given
under the Indenture or now or hereafter existing at law or in equity or otherwise.

No Waiver of Default. No delay or omission of the Trustee or of any Owner to exercise any right
or power arising upon the occurrence of any default shall impair any such right or power or shall be
construed to be a waiver of any such default or an acquiescence therein, and every power and remedy
given by the Indenture to the Trustee or to the Owners may be exercised from time to time and as often as
may be deemed expedient.

Trustee

Duties and Liabilities of Trustee. The Trustee shall, prior to an Event of Default, and after the
curing or waiver of all Events of Default which may have occurred, perform such duties and only such
duties as are expressly and specifically set forth in the Indenture. The Trustee shall, during the existence
of any Event of Default which has not been cured or waived, exercise such of the rights and powers
vested in it by the Indenture, and use the same degree of care and skill in their exercise, as a prudent
person would exercise or use under the circumstances in the conduct of such person’s own affairs.

G-11



Qualifications; Removal and Resignation; Successors. (a) The Trustee initially a party to the
Indenture and any successor thereto shall at all times be a trust company, national banking association or
bank having trust powers in good standing in or incorporated under the laws of the United States or any
state thereof, having (or if such trust company, national banking association or bank is a member of a
bank holding company system, its parent bank holding company shall have) a combined capital and
surplus of at least $75,000,000, and subject to supervision or examination by a federal or state agency. If
such trust company, national banking association or bank publishes a report of condition at least annually,
pursuant to law or to the requirements of any supervising or examining agency above referred to, then for
the purpose of this paragraph (a) the combined capital and surplus of such trust company, national
banking association or bank shall be deemed to be its combined capital and surplus as set forth in its most
recent report of condition so published.

(b) The District may, by an instrument in writing, upon at least 30 days’ notice to the
Trustee, remove the Trustee initially a party to the Indenture and any successor thereto unless an Event of
Default shall have occurred and then be continuing, and shall remove the Trustee initially a party to the
Indenture and any successor thereto if (i) at any time requested to do so by an instrument or concurrent
instruments in writing signed by the Owners of not less than a majority in aggregate Principal Amount of
the Notes then Outstanding (or their attorneys duly authorized in writing), or (ii) the Trustee shall cease to
be eligible in accordance with the Indenture as described in paragraph (a) above, or shall become
incapable of acting, or shall be adjudged a bankrupt or insolvent, or a receiver of the Trustee or its
property shall be appointed, or any public officer shall take control or charge of the Trustee or of its
property or affairs for the purpose of rehabilitation, conservation or liquidation, in each case by giving
written notice of such removal to the Trustee.

(c) The Trustee may at any time resign by giving written notice of such resignation by first
class mail, postage prepaid, to the District, and to the Owners at the respective addresses shown on the
Registration Books. In case at any time the Trustee shall cease to be eligible in accordance with the
Indenture as described in paragraph (a) above, the Trustee shall resign immediately in the manner and
with the effect specified in the provisions of the Indenture summarized under this heading.

(d) Upon removal or resignation of the Trustee, the District shall promptly appoint a
successor Trustee by an instrument in writing. Any removal or resignation of the Trustee and
appointment of a successor Trustee shall become effective upon acceptance of appointment by the
successor Trustee; provided, however, that any successor Trustee shall be qualified as provided in the
Indenture as described in paragraph (a) above. If no qualified successor Trustee shall have been appointed
and have accepted appointment within 45 days following notice of removal or notice of resignation as
aforesaid, the removed or resigning Trustee or any Owner (on behalf of such Owner and all other
Owners) may petition any court of competent jurisdiction for the appointment of a successor Trustee, and
such court may thereupon, after such notice, if any, as it may deem proper, appoint such successor
Trustee. Any successor Trustee appointed under the Indenture shall signify its acceptance of such
appointment by executing and delivering to the District and to its predecessor Trustee a written
acceptance thereof, and thereupon such successor Trustee, without any further act, deed or conveyance,
shall become vested with all the moneys, estates, properties, rights, powers, trusts, duties and obligations
of such predecessor Trustee, with like effect as if originally named Trustee in the Indenture; but,
nevertheless at the Written Request of the District or the successor Trustee, such predecessor Trustee shall
execute and deliver any and all instruments of conveyance or further assurance and do such other things
as may reasonably be required for more fully and certainly vesting in and confirming to such successor
Trustee all the right, title and interest of such predecessor Trustee in and to any property held by it under
the Indenture and shall pay over, transfer, assign and deliver to the successor Trustee any money or other
property subject to the trusts and conditions in the Indenture set forth. Upon acceptance of appointment
by a successor Trustee as provided in this paragraph, the successor Trustee shall, within 15 days after
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such acceptance, mail, by first class mail postage prepaid, a notice of the succession of such Trustee to the
trusts under the Indenture to the Owners at the addresses shown on the Registration Books.

(e) Any trust company, national banking association or bank into which the Trustee may be
merged or converted or with which it may be consolidated or any trust company, national banking
association or bank resulting from any merger, conversion or consolidation to which it shall be a party or
any trust company, national banking association or bank to which the Trustee may sell or transfer all or
substantially all of its corporate trust business, provided such trust company, national banking association
or bank shall be eligible under the Indenture shall be the successor to such Trustee, without the execution
or filing of any paper or any further act, anything in the Indenture to the contrary notwithstanding.

Liability of Trustee. (a) The recitals of facts in the Indenture and in the Notes contained shall be
taken as statements of the District, and the Trustee shall not assume responsibility for the correctness of
the same or incur any responsibility in respect thereof, other than as expressly stated in the Indenture in
connection with the respective duties or obligations in the Indenture or in the Notes assigned to or
imposed upon it. The Trustee shall, however, be responsible for its representations contained in its
certificate of authentication on the Notes.

(b) The Trustee makes no representations as to the validity or sufficiency of the Indenture or
of any Notes, or in respect of the security afforded by the Indenture and the Trustee shall incur no
responsibility in respect thereof. The Trustee shall be under no responsibility or duty with respect to the
issuance of the Notes for value, the application of the proceeds thereof except to the extent that such
proceeds are received by it in its capacity as Trustee, or the application of any moneys paid to the District
or others in accordance with the Indenture.

() The Trustee shall not be liable in connection with the performance of its duties under the
Indenture, except for its own negligence or willful misconduct.

(d) No provision of the Indenture or any other document related to the Indenture shall require
the Trustee to risk or advance its own funds.

(e) The Trustee may execute any of its powers or duties under the Indenture through
attorneys, agents or receivers and shall not be answerable for the actions of such attorneys, agents or
receivers if selected by it with reasonable care.

® The Trustee shall not be liable for any error of judgment made in good faith by a
responsible officer, unless it shall be proved that the Trustee was negligent in ascertaining the pertinent
facts.

(2) The immunities and protections extended to the Trustee also extend to its directors,
officers, employees and agents.

(h) Before taking action under the Indenture relating to an Event of Default or upon the
direction of the Owners, the Trustee may require indemnity satisfactory to the Trustee be furnished to it to
protect it against all fees and expenses, including those of its attorneys and advisors, and protect it against
all liability it may incur.

(1) The Trustee shall not be liable with respect to any action taken or omitted to be taken by

it in good faith in accordance with the direction of the Owners of not less than a majority in aggregate
Principal Amount of the Notes at the time Outstanding relating to the time, method and place of
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conducting any proceeding for any remedy available to the Trustee, or exercising any trust or power
conferred upon the Trustee under the Indenture.

) The Trustee may become the Owner of Notes with the same rights it would have if it
were not Trustee and, to the extent permitted by law, may act as depository for and permit any of its
officers or directors to act as a member of, or in any other capacity with respect to, any committee formed
to protect the rights of Owners, whether or not such committee shall represent the Owners of a majority in
aggregate Principal Amount of the Notes then Outstanding.

(k) The Trustee shall have no responsibility with respect to any information, statement, or
recital in any official statement, offering memorandum or any other disclosure material prepared or
distributed with respect to the Notes.

Q) The Trustee shall not be deemed to have knowledge of an Event of Default under the
Indenture unless it has actual knowledge thereof.

Right to Rely on Documents. The Trustee shall be protected in acting upon any notice,
resolution, request, consent, order, certificate, report, opinion, bonds or other paper or document believed
by it to be genuine and to have been signed or presented by the proper party or parties.

Whenever in the administration of the duties imposed upon it by the Indenture, the Trustee shall
deem it necessary or desirable that a matter be proved or established prior to taking or suffering any
action under the Indenture, such matter (unless other evidence in respect thereof be specifically prescribed
in the Indenture) may be deemed to be conclusively proved and established by a Written Certificate of the
District, and such Written Certificate shall be full warrant to the Trustee for any action taken or suffered
in good faith under the provisions of the Indenture in reliance upon such Written Certificate, but in its
discretion the Trustee may, in lieu thereof, accept other evidence of such matter or may require such
additional evidence as it may deem reasonable.

The Trustee may consult with counsel, who may be counsel of or to the District, with regard to
legal questions, and the opinion of such counsel shall be full and complete authorization and protection in
respect of any action taken or suffered by it under the Indenture in good faith and in accordance
therewith.

Preservation and Inspection of Documents. All documents received by the Trustee under the
provisions of the Indenture shall be retained in its possession and shall be subject during business hours
and upon reasonable notice to the inspection of the District, the Owners and their agents and
representatives duly authorized in writing.

Modification or Amendment

Amendments Permitted. (a) The Indenture and the rights and obligations of the District, the
Owners and the Trustee may be amended or modified from time to time and at any time by a
Supplemental Indenture, which the District and the Trustee may enter into with the written consent of the
Owners of a majority in aggregate Principal Amount of all Notes then Outstanding, which shall have been
filed with the Trustee, exclusive of Notes disqualified as provided in the Indenture. No such modification
or amendment shall (i) extend the fixed maturity of any Note, reduce the amount of Accreted Value
thereof or the rate of interest thereon, without the consent of the Owner of each Note so affected or (ii)
modify or amend the provisions of the Indenture summarized under this caption without the consent of
the Owners of all of the Notes then Outstanding.
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(b) The Indenture and the rights and obligations of the District, the Trustee and the Owners
may also be amended or modified from time to time and at any time by a Supplemental Indenture, which
the District and the Trustee may enter into without the consent of any Owners for any one or more of the
following purposes:

(1) to add to the covenants and agreements of the District in the Indenture contained
other covenants and agreements thereafter to be observed or to surrender any right or power
reserved to or conferred upon the District in the Indenture;

(i1) to make such provisions for the purpose of curing any ambiguity, inconsistency
or omission, or of curing or correcting any defective provision contained in the Indenture,
provided that such amendment or modification does not materially adversely affect the interests
of the Owners under the Indenture;

(i)  to permit the qualification of the Indenture under the Trust Indenture Act of
1939, as amended, or any similar federal statute hereafter in effect;

(iv) to cause interest on the Notes to be excludable from gross income for purposes of
federal income taxation by the United States of America; and

(v) in any other respect whatsoever as the District may deem necessary or desirable,
provided that such amendment or modification does not materially adversely affect the interests
of the Note Owners under the Indenture.

(c) Promptly after the execution by the District and the Trustee of any Supplemental
Indenture, the Trustee shall mail a notice (the form of which shall be furnished to the Trustee by the
District), by first class mail postage prepaid, setting forth in general terms the substance of such
Supplemental Indenture, to the Owners at the respective addresses shown on the Registration Books. Any
failure to give such notice, or any defect therein, shall not, however, in any way impair or affect the
validity of any such Supplemental Indenture.

Effect of Supplemental Indenture. Upon the execution of any Supplemental Indenture pursuant to
the Indenture, the Indenture shall be deemed to be modified and amended in accordance therewith, and
the respective rights, duties and obligations under the Indenture of the District, the Trustee and the
Owners shall thereafter be determined, exercised and enforced under the Indenture subject in all respects
to such modification and amendment, and all the terms and conditions of any such Supplemental
Indenture shall be deemed to be part of the terms and conditions of the Indenture for any and all purposes.

Endorsement of Notes; Preparation of New Notes. Notes delivered after the execution of any
Supplemental Indenture pursuant to the Indenture may, and if the District so determines shall, bear a
notation by endorsement or otherwise in form approved by the District and the Trustee as to any
amendment or modification provided for in such Supplemental Indenture, and, in that case, upon demand
of the Owner of any Notes Outstanding at the time of such execution and presentation of such Owner’s
Notes for such purpose at the Office of the Trustee a suitable notation shall be made on such Notes. If the
Supplemental Indenture shall so provide, new Notes so modified as to conform, in the opinion of the
District and the Trustee, to any amendment or modification contained in such Supplemental Indenture
shall be prepared and executed by the District and authenticated by the Trustee and, upon demand of the
Owner of any Note then Outstanding, and presentation of such Note for such purpose at the Office of the
Trustee, such a new Note in equal Principal Amount shall be exchanged for such Owner’s Note so
surrendered.




Amendment of Particular Notes. The amendment provisions of the Indenture shall not prevent
any Owner from accepting any amendment or modification as to any particular Note owned by it,
provided that due notation is made on such Note.

Defeasance

Discharge of Indenture. (a) If the District shall pay or cause to be paid or there shall otherwise be
paid to the Owners of all Outstanding Notes the Accreted Value thereof at the times and in the manner
stipulated therein, then all agreements, covenants and other obligations of the District to the Owners of
such Notes under the Indenture shall thereupon cease, terminate and become void and the Indenture shall
be discharged and satisfied. In such event, the Trustee shall execute and deliver to the District all such
instruments as may be necessary or desirable to evidence such discharge and satisfaction, and the Trustee
shall pay over or deliver to the District all money or securities held by it pursuant to the Indenture which
are not required for the payment of the Accreted Value of such Notes.

(b) Subject to the provisions of the above paragraph, when any Note shall have been paid and
if, at the time of such payment, the District shall have kept, performed and observed all of the covenants
and promises in such Note and in the Indenture required or contemplated to be kept, performed and
observed by the District or on its part on or prior to that time, then the Indenture shall be considered to
have been discharged in respect of such Note and all covenants, agreements and other obligations of the
District under the Indenture shall cease, terminate become void and be completely discharged as to such
Note.

(c) Notwithstanding the satisfaction and discharge of the Indenture or the discharge of the
Indenture in respect of any Notes, those provisions of the Indenture relating to the maturity of the Notes,
payment of the Accreted Value thereof, exchange and transfer of Notes, replacement of mutilated,
destroyed, lost or stolen Notes, the safekeeping and cancellation of Notes, non-presentment of Notes, and
the duties of the Trustee in connection with all of the foregoing, shall remain in effect and shall be
binding upon the Trustee and the Owners, and the Trustee shall continue to be obligated to hold in trust
any moneys or investments then held by the Trustee for the payment of the Accreted Value of the Notes,
to pay to the Owners the funds so held by the Trustee as and when such payment becomes due.

Notes Deemed To Have Been Paid. (a) If moneys shall have been set aside and held by the
Trustee for the payment of the Accreted Value of any Note on the Maturity Date, such Note shall be
deemed to have been paid within the meaning and with the effect provided in the Indenture. Any
Outstanding Note shall prior to the Maturity Date be deemed to have been paid within the meaning of and
with the effect expressed in the Indenture if there shall have been deposited with the Trustee either (i)
money in an amount which shall be sufficient, or (ii) Federal Securities that are not subject to redemption
other than at the option of the holder thereof, the interest on and principal of which when paid will
provide money which, together with the money, if any deposited with the Trustee at the same time, shall,
as verified by an independent certified public accountant, be sufficient to pay when due the Accreted
Value of such Note on the Maturity Date, which sufficiency shall be verified in a report of an independent
firm of nationally recognized certified public accountants, and (b) in the event such Note does not mature
within the next succeeding 60 days, the District shall have given the Trustee in form satisfactory to it,
irrevocable instructions to mail as soon as practicable, a notice to the Owner of such Note that the deposit
required by clause (a) above has been made with the Trustee and that such Note is deemed to have been
paid in accordance with the provisions of the Indenture summarized under this caption.

Payment of Notes After Discharge of Indenture. Notwithstanding any provision of the Indenture,
to the extent permitted by law, any moneys held by the Trustee in trust for the payment of the Accreted
Value of any Notes and remaining unclaimed for two years after the Maturity Date, shall be repaid by the
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Trustee to the District as its absolute property free from trust, and the Trustee shall thereupon be released
and discharged with respect thereto and the Owner of such Note shall look only to the District for the
payment of such Accreted Value.

Miscellaneous

Limitation of Rights. Nothing in the Indenture or in the Notes expressed or implied is intended or
shall be construed to give to any Person other than the Trustee, the District and the Owners any legal or
equitable right, remedy or claim under or in respect of the Indenture or any covenant, condition or
provision therein contained, and all such covenants, conditions and provisions are and shall be held to be
for the sole and exclusive benefit of the Trustee, the District and the Owners.

Destruction of Notes. Whenever in the Indenture provision is made for the cancellation by the
Trustee and the delivery to the District of any Notes, the Trustee shall, in lieu of such cancellation and
delivery, destroy such Notes.

Evidence of Rights of Owners. Any request, consent or other instrument required or permitted by
the Indenture to be signed and executed by Owners may be in any number of concurrent instruments of
substantially similar tenor and shall be signed or executed by such Owners in Person or by an agent or
agents duly appointed in writing. Proof of the execution of any such request, consent or other instrument
or of a writing appointing any such agent, or of the holding by any Person of Notes transferable by
delivery, shall be sufficient for any purpose of the Indenture and shall be conclusive in favor of the
Trustee and the District if made in the manner provided in this paragraph.

The fact and date of the execution by any Person of any such request, consent or other instrument
or writing may be proved by the certificate of any notary public or other officer of any jurisdiction,
authorized by the laws thereof to take acknowledgments of deeds, certifying that the Person signing such
request, consent or other instrument acknowledged to him the execution thereof, or by an affidavit of a
witness of such execution duly sworn to before such notary public or other officer.

The ownership of Notes shall be proved by the Registration Books.

Any request, consent, or other instrument or writing of the Owner of any Note shall bind every
future Owner of the same Note and the Owner of every Note issued in exchange therefor or in lieu
thereof, in respect of anything done or suffered to be done by the Trustee or the District in accordance
therewith or reliance thereon.

Disqualified Notes. In determining whether the Owners of the requisite aggregate Principal
Amount of Notes have concurred in any demand, request, direction, consent or waiver under the
Indenture, Notes which are known by the Trustee to be owned or held by or for the account of the
District, or by any other obligor on the Notes, or by any Person directly or indirectly controlling or
controlled by, or under direct or indirect common control with, the District or any other obligor on the
Notes, shall be disregarded and deemed not to be Outstanding for the purpose of any such determination.
Notes so owned which have been pledged in good faith may be regarded as Outstanding for the purposes
of this paragraph if the pledgee shall establish to the satisfaction of the Trustee the pledgee’s right to vote
such Notes and that the pledgee is not a Person directly or indirectly controlling or controlled by, or under
direct or indirect common control with, the District or any other obligor on the Notes. In case of a dispute
as to such right, any decision by the Trustee taken upon the advice of counsel shall be full protection to
the Trustee.




Money Held for Particular Notes. The money held by the Trustee for the payment of the amount
due on any particular date with respect to particular Notes shall, on and after such date and pending such
payment, be set aside on its books and held in trust by it for the Owners of the Notes entitled thereto,
subject, however, to the provisions of the unclaimed moneys provisions of the Indenture but without any
liability for interest thereon.

Funds and Accounts. Any fund or account required by the Indenture to be established and
maintained by the Trustee may be established and maintained in the accounting records of the Trustee,
either as a fund or an account, and may, for the purposes of such records, any audits thereof and any
reports or statements with respect thereto, be treated either as a fund or as an account; but all such records
with respect to all such funds and accounts shall at all times be maintained in accordance with prudent
corporate trust industry standards to the extent practicable, and with due regard for the requirements of
the Indenture and for the protection of the security of the Notes and the rights of every Owner thereof.
The Trustee may establish any such additional funds or accounts as it deems necessary to perform its
obligations under the Indenture.

Payment on Non-Business Days. In the event any payment is required to be made under the
Indenture on a day which is not a Business Day, such payment shall be made on the next succeeding
Business Day with the same effect as if made on such non-Business Day.

Waiver of Personal Liability. No member, officer, agent or employee of the District shall be
individually or personally liable for the payment of the Notes or be subject to any personal liability or
accountability by reason of the issuance thereof; but nothing in the Indenture contained shall relieve any
such officer, agent or employee from the performance of any official duty provided by law or by the
Indenture.

Governing Laws. The Indenture shall be governed by and construed in accordance with the laws
of the State.
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APPENDIX H

BOOK-ENTRY-ONLY SYSTEM

The following description of The Depository Trust Company, the procedures and record keeping
with respect to beneficial ownership interests in the 2010 Notes, payment of Accreted Value of the 2010
Notes to Direct Participants, Indirect Participants or Beneficial Owners (as such terms are defined
below) of the 2010 Notes, confirmation and transfer of beneficial ownership interests in the 2010 Notes
and other related transactions by and between DTC, Direct Participants, Indirect Participants and
Beneficial Owners of the 2010 Notes is based solely on information furnished by DTC to the School
District which the School District believes to be reiable, but the School District and the Underwriter do
not and cannot make any independent representations concerning these matters and do not take
responsibility for the accuracy or completeness thereof. Neither DTC, Direct Participants, Indirect
Participants nor the Beneficial Owners should rely on the foregoing information with respect to such
matters but should instead confirm the same with DTC or the DTC Participants, as the case may be.

The Depository Trust Company (“DTC”), New York, New Y ork, will act as securities depository
for the 2010 Notes. The 2010 Notes 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 2010 Note will be issued for each maturity of the 2010
Notes, each in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC, the world's largest securities 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 Y ork 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
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues and money
market instruments (from over 100 countries) that DTC' s participants (“ Direct Participants’) deposit with
DTC. DTC aso 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 physica 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 is the holding company
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Accessto 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 a www.dtcc.com and
www.dtc.org.

Purchases of 2010 Notes under the DTC system must be made by or through Direct Participants,
which will receive a credit for the 2010 Notes on DTC’ s records. The ownership interest of each actual
purchaser of each 2010 Note (“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
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through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
2010 Notes are to be accomplished by entries made on the books of Direct and Indirect Participants acting
on behalf of Beneficid Owners. Beneficia Owners will not receive certificates representing their
ownership interests in the 2010 Notes, except in the event that use of the book-entry system for the 2010
Notes is discontinued.

To facilitate subsequent transfers, all 2010 Notes deposited by Direct Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co. or such other name as requested by an
authorized representative of DTC. The deposit of the 2010 Notes with DTC and their registration in the
name of Cede & Co. or such other DTC nominee do not effect any change in beneficia ownership. DTC
has no knowledge of the actual Beneficial Owners of the 2010 Notes;, DTC's records reflect only the
identity of the Direct Participants to whose accounts such 2010 Notes are credited, which may or may not
be the Beneficial Owners. The Direct or Indirect Participants will remain responsible for keeping account
of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficia
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of 2010 Notes may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the 2010
Notes, such tenders, defaults, and proposed amendments to the 2010 Notes documents. For example,
Beneficial Owners of the 2010 Notes may wish to ascertain that the nominee holding the 2010 Notes for
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the Trustee and request that copies of notices
be provided directly to them.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to
the 2010 Notes unless authorized by a Direct Participant in accordance with DTC's MMI Procedures.
Under its usua procedures, DTC mails an Omnibus Proxy to the School District 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 the 2010 Notes are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Payments of Accreted Vaue of the 2010 Notes will be made to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC's practice isto credit Direct
Participants' accounts upon DTC’s receipt of funds and corresponding detail information from the School
Digtrict or the 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, the Trustee
or the School District, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of Accreted Value to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the Trustee, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Ownerswill be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its service as depository with respect to the 2010 Notes at any
time by giving reasonable notice to the School Digtrict or the Trustee. Under such circumstances, in the
event that a successor depository is not obtained, Note certificates are required to be printed and
delivered.
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The School Disgtrict may decide to discontinue use of the system of book-entry-only transfers
through DTC (or a successor securities depository). In that event, the 2010 Note certificates will be
printed and delivered to DTC.

The information in this section concerning DTC and DTC' s book-entry system has been obtained
from sources that the School District believesto be reliable, but the School District takes no responsibility
for the accuracy thereof.

Discontinuance of DTC Services

In the event that (@) DTC determines not to continue to act as securities depository for the 2010
Notes, or (b) the School District determines that DTC shall no longer act and delivers a written certificate
to the Trustee to that effect, then the School District will discontinue the Book-Entry System with DTC
for the 2010 Notes. If the School District determines to replace DTC with another qualified securities
depository, the School District will prepare or direct the preparation of a new single separate, fully-
registered Note for each maturity of the 2010 Notes registered in the name of such successor or substitute
securities depository as are not inconsistent with the terms of the Indenture. If the School District fails to
identify another qualified securities depository to replace the incumbent securities depository for the 2010
Notes, then the 2010 Notes shall no longer be restricted to being registered in the 2010 Note registration
books in the name of the incumbent securities depository or its nominee, but shall be registered in
whatever name or names the incumbent securities depository or its nominee transferring or exchanging
the 2010 Notes shall designate.

In the event that the Book-Entry System is discontinued, the following provisions would also
apply: (i) the 2010 Notes will be made available in physical form, (ii) Accreted Value of the 2010 Notes
will be payable upon surrender thereof at the trust office of the Trustee identified in the Indenture, and
(iii) the 2010 Notes will be transferable and exchangeable as provided in the Indenture.

The School District and the Trustee do not have any responsibility or obligation to DTC
Participants, to the persons for whom they act as nominees, to Beneficial Owners, or to any other person
who is not shown on the registration books as being an owner of the 2010 Notes, with respect to (i) the
accuracy of any records maintained by DTC or any DTC Participants; (ii) the payment by DTC or any
DTC Participant of any amount in respect of the Accreted Value of the 2010 Notes; (iii) the delivery of
any notice which is permitted or required to be given to registered owners under the Indenture; (iv) any
consent given or other action taken by DTC as registered owner; or (v) any other matter arising with
respect to the 2010 Notes or the Indenture. The School District and the Trustee cannot and do not give
any assurances that DTC, DTC Participants or others will distribute payments of Accreted Value of the
2010 Notes paid to DTC or its nominee, as the registered owner, or any notices to the Beneficial Owners
or that they will do so on a timely basis or will serve and act in a manner described in this Official
Satement. The School District and the Trustee are not responsible or liable for the failure of DTC or any
DTC Participant to make any payment or give any notice to a Beneficial Owner in respect to the 2010
Notes or any error or delay relating thereto.
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APPENDIX |

2010 NOTESACCRETED VALUE TABLE

(Values Per $5,000 Maturity Value)

MATURITY DATE

12/01/2011
Date 2.97%
3/25/10 $4,757.90
6/1/10 4,783.70
12/1/10 4,854.70
6/1/11 4,926.80
12/1/11 5,000.00
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