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This Official Statement does not constitute an offering of any security other than the original 
offering of the Bonds of the District. No dealer, broker, salesperson or other person has been authorized 
0y the District to give any information or to make any representations other than as contained in this 
Official Statement, and if given or made, such other information or representation not so authorized 
should not be relied upon as having been given or authorized 0y the District. 

The issuance and sale of the Bonds have not been registered under the Securities Act of 1933 or 
the Securities Exchange Act of 1934, both as amended, in reliance upon exemptions pravided thereunder 
0y Section 3(a)2 and 3(a) 12, respectively, for the issuance and sale of municipal securities. This Official 
Statement does not constitute an offer to sell or a solicitation of an offer to buy in any state in which such 
offer or solicitation is not authorized or in which the person making such offer or solicitation is not 
qualified to do so or to any person to whom it is unlawful to make such offer or solicitation. 

The information set forth herein, other than that pravided 0y the District, has been obtained from 
sources which are believed to be reliable, but is not guaranteed as to accuracy or completeness, and is not 
to be construed as a representation 0y the District. The information and expressions of opinion herein are 
suqject to change without notice, and neither the delivery of this Official Statement nor any sale made 
hereunder shall, under any circumstances, give rise to any implication that there has been no change in the 
affairs of the District si nee the date hereof. 

When used in this Official Statement and in any continuing disclosure, in any press release and in 
any oral statement made with the appraval of an authorized officer of the County or the District, the 
words or phrases "will likely result," "are expected to," "will continue," "is anticipated," "estimate," 
" prqj ect," "forecast," "expect," " intend" and si ni lar expressions identify "forward I ooki ng statements." 
Such statements are subject to risks, uncertainties and other factors could cause actual results to differ 
materially from those contemplated in such forward-looking statements. Any forecast is subject to such 
risks, uncertainties and other factors. Inevitably, some assumptions used to develop the forecasts will not 
be realized and unanticipated events and circumstances may occur. Therefore, there are likely to be 
differences between forecasts and actual results, and those differences may be material. 

The Underwriter has pravided the follONing sentence for inclusion in this Official Statement: 

The Underwriter has reviewed the information in this Official Statement in accordance with, and 
as part of, its responsibilities to investors under the federal securities laws as applied to the facts and 
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of 
such information. 

Other than with respect to information concerning Financial Security Assurance Inc. (" Bond 
Insurer'') contained under the caption " BOND INSURANCE" and Appendix E �'Specimen Municipal 
Bond Insurance Policy" herein, none of the information in this Official Statement has been supplied or 
verified 0y Bond Insurer and Bond Insurer makes no representation or warranty, express or implied, as to 
(i) the accuracy or completeness of such information; (ii) the validity of the Bonds; or (iii) the tax exempt 
status of the interest on the Bonds. 

In connection with this offer ing, the Underwr iter may aver-allot or effect transactions 
which stabilize or maintain the market pr ices of the Bonds at levels abave that which might 
otherwise prevail in the open market. Such stabilizing, if commenced, may be discontinued at any 
time. The Underwr iter may offer and sell the Bonds to cer tain securities dealer s and dealer banks 
and banks acting as agent at prices IONer than the public offer ing pr ices stated on the caver page 
hereof and said public offering pr ices may be changed from time to time by the Underwr iter . 
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$3, 157,929.40 
FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 

San Diego County, California 
Gener al Obligation Bonds 

Election of 2002, Ser ies 2004 
(BANK QUALIFIED) 

INTRODUCTION 

This Official Statement, which includes the cover page and appendices hereto, provides 
inforrration in connection with the sale of Fallbrook Union Elementary School District, San Diego 
County, California General Obligation Bonds Election of 2002, Series 2004, in the aggregate principal 
and denoninational arrount of $3, 157,929.40 (the " Bonds" ). 

This Introduction is not a summar y of this Official Statement. It is only a br ief description 
of and guide to, and is qualified by, a more complete and detailed infor mation contained in the 
entir e Official Statement, including the cover page and appendices hereto, and the documents 
summar ized or descr ibed herein. A full review should be made of the entire Official Statement. 
The offer ing of Bonds to potential investor s is made only by means of the entir e Official Statement. 

The Distr ict 

The Fall brook Union Elementary School District (the "District'') is located approxirrately 40 
niles north of the city of San Diego, encompasses approxirrately 260 square miles, and serves all of the 
tCM1nship of Fall brook, and all or a portion of the De Luz area of San Diego County ("County" ), the U.S. 
Marine Corp. Base at Camp Pendleton, and certain other unincorporated areas of the County. The 
District, established in 1876, is a union elementary school district, serving students in grades kindergarten 
through eighth. The District operates eight elementary schools for kindergarten through sixth grade 
students, and one junior high school for seventh and eighth grade students. Total enrollment in the 
District for the 2003--04 school year was 6,092 students. 

Sources of Payment for the Bonds 

The Bonds represent a general obligation of the District. The Board of Supervisors of the County 
has the pCM1er and is obi i gated to annually I evy ad val orem taxes for the payment of the Bonds and the 
interest thereon upon all property within the District subject to taxation by the District without limitation 
of rate or amount (except certain personal property which is taxable at lini ted rates). See "THE BONDS 
-Security" herein. 

Purpose of Issue 

The Bonds are being issued to finance the construction, rehabilitation and repair of school 
facilities as rrore specifically designated in the District's Bond Prqject List (as herein defined), as 
authorized by the voters at the election on November 5, 2002, and to pay the legal, financial and 
contingent costs associated with the Bonds. 

Descr iption of the Bonds 

Current Interest Bonds and Capital Appreciation Bonds. The Bonds will be issued as current 
interest bonds in the principal arrount of $2,495,000 (the "Current Interest Bonds" ) and capital 



appreciation bonds in the denominational arra.mt of $662,929.40 (the "Capital Appreciation Bonds" ). 
The Capital Appreciation Bonds are payable only at maturity, and do not bear interest on a current basis. 
The maturity value of each Capital Appreciation Bond is equal to its accreted value upon the maturity 
thereof (the "Maturity Value" ), being comprised of its initial purchase price (the "Denominational 
Amount'') plus the compounded interest between the delivery date and its particular maturity date. 

Registration. The Bonds will be issued in fully registered form only, registered in the name of 
Cede & Co., as noninee of The Depository Trust Company, New York, New York ("OTC" ), and will be 
available to actual purchasers of the Bonds (the "Beneficial Owners" ) in the denominations set forth on 
the caver page hereof, under the book-entry only system maintained 0y OTC, only through brokers and 
dealers who are or act through OTC Participants as described herein. Beneficial Owners will not be 
entitled to receive physical delivery of the Bonds. See "THE BONDS - Book-Entry Only System'' 
herein. In the event that the book-entry only system described belCMt is no longer used with respect to the 
Bonds, the Bonds will be registered in accordance with the Resolution described herein. See "THE 
BONDS -Registration, Transfer and Exchange of Bonds" herein. 

Denominations. Individual purchases of interests in the Bonds will be available to purchasers of 
the Bonds in the denominations of $5,000 principal amount or $5,000 Maturity Value, as applicable, or 
any integral multiple thereof. One Capital Appreciation Bond may have an odd Maturity Value. 

Redemption. The Current I nterest Bonds are subject to optional redemption prior to their fixed 
maturity dates. The Capital Appreciation Bonds are not subject to optional redemption prior to their fixed 
maturity dates. See "THE BONDS -Optional Redemption" herein. 

Payments. I nterest on the Current I nterest Bonds accrues from the date of their delivery, and is 
payable semiannually on each February 1 and August 1, commencing February 1, 2005. Each Capital 
Appreciation Bond accretes in value from its date of delivery to its Maturity Value at the approximate 
yields per annum set forth on the caver page hereof, compounded seniannually on February 1 and August 
1 of each year, commencing February 1, 2005, and is payable only at maturity according to the amounts 
shONn as Maturity Value on the caver hereof. 

Bond Insurance. The scheduled payment of principal of (or, in the case of Capital Appreciation 
Bonds, the accreted value) and interest on the Bonds when due will be guaranteed under an insurance 
policy to be issued concurrently with the delivery of the Bonds 0y Financial Security Assurance Inc. (the 
"Insurer''). See "BOND INSURANCE" and "MISCELLANEOUS -Ratings" herein. 

Tax Matters 

In the opinion of Foley & Lardner LLP, Bond Counsel, based on existing laws, regulations, 
rulings, and court decisions, and assuning compliance with certain cavenants, interest on the Bonds 
(including original issue discount) is excluded from gross income for federal income tax purposes and is 
not a specific preference item for purposes of the federal individual or corporate alternative ninimum 
taxes. In the further opinion of Bond Counsel, interest (including original issue discount) on the Bonds is 
exempt from State of California personal income tax. See "TAX MATTE RS" herein. 

Authority for I ssuance of the Bonds 

The Bonds are issued pursuant to certain pravisions of the Constitution of the State of California, 
the Education Code of the State of California and other applicable law, and pursuant to a resolution 
adopted 0y the Board of Trustees of the District and a resolution adopted 0y the Board of Supervisors of 
the County. See "THE BONDS -Authority for Issuance" herein. 
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Offering and Delivery of the Bonds 

The Bonds are offered when, as and if issued, subject to appraval as to the validity 0y Bond 
Counsel. It is anticipated that the Bonds will be available for delivery in New Y ork, New Y ork on or 
about Naverrber 10, 2004. 

Continuing Disclosure 

The District will cavenant for the benefit of bondholders to make available certain financial 
inforrration and operating data relating to the District and to pravide notices of the occurrence of certain 
enumerated events, if rraterial, in compliance with S.E.C. Rule 15c2-12(b)(5). The specific nature of the 
inforrration to be rrade available and of the notices of rraterial events is sumrrarized belCMt under the 
caption "APPENDIX D -Form of Continuing Disclosure Certificate" attached hereto. 

Other Information 

This Official Statement speaks only as of its date and the inforrration contained herein is suqject 
to change. Copies of documents referred to herein and inforrration concerning the Bonds are available 
from the Superintendent, Fall brook Union Elementary School District, 321 North ICMta Street, Fall brook, 
California 92028 telephone: (760) 723-7000. The District rray impose a charge for copying, rrailing and 
handling. 

This Official Statement is not to be construed as a contract with the purchasers of the Bonds. 
Statements contained in this Official Statement which involve estirrates, forecasts or rratters of opinion, 
whether or not expressly so described herein, are intended solely as such and are not to be construed as 
representations of fact. The sumrraries and references to documents, statutes and constitutional 
pravisions referred to herein do not purport to be comprehensive or definitive, and are qualified in their 
entireties 0y reference to each of such documents, statutes and constitutional pravisions. 

The inforrration set forth herein, other than that pravided 0y the District, has been obtained from 
official sources which are believed to be reliable but it is not guaranteed as to accuracy or completeness, 
and is not to be construed as a representation 0y the District. The inforrration and expressions of 
opinions herein are suqject to change without notice and neither delivery of this Official Statement nor 
any sale rrade hereunder shall, under any circumstances, create any implication that there has been no 
change in the affairs of the District since the date hereof. This Official Statement is submitted in 
connection with the sale of the Bonds referred to herein and rray not be reproduced or used, in whole or 
in part, for any other purpose. 

THE BONDS 

Authority for Issuance 

The Bonds are issued pursuant to the pravisions of Chapter 1 of Part lOof Division 1 of Title 1 of 
the Education Code of the State of California (the "Act'') and other applicable law, and pursuant to a 
resolution adopted 0y the Board of Trustees of the District on October 4, 2004 (the " District Resolution" ), 
and a resolution adopted 0y the Board of Supervisors of the County on October 12, 2004 (the "Bond 
Resolution" and together with the District Resolution, the "Resolution" ). The District received 
authorization at an election held on Naverrber 5, 2002, 0y an affirrrative vote of 57.7°A> of the votes cast 
0y eligible voters within the District (the "Authorization" ) to issue not to exceed $32,000,000 of general 
obligation bonds. The Bonds represent the third series of Bonds sold under the Authorization. The first 
series of bonds under the Authorization, in the aggregate principal arrount of $22,505,371.45, were 
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issued in February, 2003. The second series of bonds under the A uthori zati on, in the aggregate principal 
arra.mt of $4,074,471.75, were issued in October, 2003. After the issuance of the Bonds, $2,262,227.40 
of the A uthori zati on wi 11 remain. 

Purpose of Issue 

Pursuant to the Authorization, the proceeds of the Bonds will be used to renovate and irrµrave 
school buildings and facilities and, specifically, to continue the projects listed in the inforrration given to 
the voters (the "Bond Prqject List''). The Bond Prqject List includes health and safety irrµraverrents to, 
and rrodernization of, the schools (including construction and expansion of school libraries and rredia 
centers), construction of a gymnasium for the junior high school, construction of a child nutrition center 
for the District and educational technology infrastructure within the District. 

The District will use the proceeds of the Bonds on sorre or all of the prqjects on the Bond Project 
List. 

Security 

The Bonds represent general obligations of the District. The Board of Supervisors of the County 
has po111er and is obligated to annually levy ad valorem taxes for the payrrent of the Bonds and the 
interest thereon upon all property within the District subject to taxation by the District without limitation 
of rate or amount (except certain personal property which is taxable at limited rates). Such taxes will be 
levied annually in addition to all other taxes during the period that the Bonds are outstanding in an 
amount sufficient to pay the Maturity Value, principal of and interest on the Bonds when due. Such 
taxes, when collected, will be deposited into the Fall brook Union Elerrentary School District, San Diego 
County, California General Obligation Bonds Election of 2002, Series 2004 Debt Service Fund (the 
"Debt Service Fund" ), which is rraintained by the County and which is required by the Act to be applied 
for the payrrent of Maturity Value, principal of and interest on the Bonds when due. Although the 
County is obligated to levy an ad valorem tax for the payrrent of the Bonds, and will rraintain the Debt 
Service Fund, the Bonds are not a debt of the County and no County funds are pledged to the payrrent 
thereof. 

The moneys in the Debt Service Fund, to the extent necessary to pay the Maturity Value, 
principal of, premium, if any, and interest on the Bonds as the sarre becorres due and payable, shall be 
transferred by the Treasurer-Tax Collector of the County, as Paying Agent, to OTC for remittance of such 
Maturity Value, principal, premium, if any, and interest to its Participants (as defined herein) for 
subsequent di sburserrent to the Beneficial Owners of the Bonds. 

The amount of the annual ad valorem tax levied by the County to repay the Bonds will be 
determined by the relationship between the assessed valuation of taxable property in the District and the 
amount of debt service due on the Bonds. Fluctuations in the annual debt service on the Bonds and the 
assessed value of taxable property in the District rray cause the annual tax rate to fluctuate. Economic 
and other factors beyond the District's control, such as economic recession, deflation of land values, a 
relocation out of the District or financial difficulty or bankruptcy by one or more major property 
taxpayers, or the complete or partial destruction of taxable property caused by, among other eventualities, 
earthquake, flood or other natural disaster, could cause a reduction in the assessed value within the 
District and necessitate a corresponding increase in the annual tax rate. For further inforrration regarding 
the District's assessed valuation, tax rates, averlapping debt and other rratters concerning taxation, see 
"THE DISTRICT" herein. 
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Descr iption of the Bonds 

The Bonds will be issued in book-entry form only and will be initially issued and registered in the 
narre of Cede & Co. Purchasers wi 11 not receive certificates representing their interests in the Bonds. 

Interest with respect to the Current Interest Bonds accrues from the date of their delivery, and is 
payable seniannually on February 1 and August 1 of each year (each an "Interest Payrrent Date" ), 
comrrencing February 1, 2005. Interest on the Current Interest Bonds shall be computed on the basis of a 
360-day year of twelve 30-day rronths. Each Current Interest Bond shal I bear interest from the Interest 
Payrrent Date next preceding the date of authentication thereof unless it is authenticated as of a day 
during the period from the 16th day of the rronth i mrredi ately preceding any I nterest Payrrent Date to and 
including such Interest Payrrent Date, in which event it shall bear interest from such Interest Payrrent 
Date, or unless it is authenticated on or beforeJ uly 15, 2005, in which event it shall bear interest from its 
date; pravided, hONever that if, at the tirre of authentication of any Current Interest Bond, interest is in 
default on any outstanding Current Interest Bonds, such Current Interest Bond shal I bear interest from the 
Interest Payrrent Date on which interest has previously been paid or made available for payrrent on the 
outstanding Current Interest Bonds. The Current Interest Bonds are issuable in denominations of $5,000 
principal arrount or any integral multiple thereof. The Current Interest Bonds mature on August 1, in the 
years and arrounts set forth on the caver page hereof. 

The Capital Appreciation Bonds are dated the date of their delivery. The Capital Appreciation 
Bonds are issuable in the denomination of $5,000 Maturity Value or any integral multiple thereof, except 
one Capital Appreciation Bond may be issued in an odd denomination. No Capital Appreciation Bond 
shal I mature on rrore than one date. 

The Capital Appreciation Bonds shall not bear current interest; but shall accrete in value daily 
aver the term until maturity (on the basis of a 360-day year consisting of twelve 30-day rronths), from an 
initial Denominational Amount on the date of issuance thereof to a stated Maturity Value at maturity 
thereof, on the basis of a constant interest rate compounded semiannually (with straight-line 
interpolations between interest dates). Interest on the Capital Appreciation Bonds compounds 
semiannually on February 1 and August 1 of each year, comrrencing February 1, 2005. The Capital 
Appreciation Bonds shall mature on the dates and in the principal amounts and shall accrete in value at 
the rates per annum set forth on the caver page hereof. 

See the maturity schedule on the caver page hereof and " DEBT SERVICE SCH EDU LE" herein. 

Book-£ ntry Only System 

The fol lONi ng description of the Depository Trust Company (" OTC" ), the procedures and record 
keeping with respect to beneficial CMtnership interests in the Bonds, payrrent of principal, interest and 
other payrrents on the Bonds to OTC Participants or Beneficial Owners, confirrration and transfer of 
beneficial CMtnership interest in the Bonds and other related transactions 0y and between OTC, the OTC 
Participants and the Beneficial Owners is based solely on inforrration pravided 0y OTC. Accordingly, no 
representations can be rm.de concerning these rratters and neither the OTC Participants nor the 
Beneficial Owners should rely on the foregoing inforrration with respect to such rratters, but should 
instead confirm the sarre with OTC or the OTC Participants, as the case rray be. Neither the District nor 
the Paying Agent take any responsibility for the inforrration contained in this section. 

No assurances can be given that OTC, OTC Participants or Indirect Participants will distribute 
to the Beneficial Owners (a) payrrents of interest, principal or prenium, if any, with respect to the Bonds, 
(b) certificates representing ONnership interest in or other confirrration or CMtnership interest in the 
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Bonds, or (c) rederrption or other notices sent to OTC or Cede & Co., its noninee, as the registered 
0/Vner of the Bonds, or that they will so do on a tirrely basis, or that OTC, OTC Participants or OTC 
Indirect Participants will act in the manner described in this Appendix. The current " Rules" applicable 
to OTC are on file with the Securities and Exchange Cormission and the current " Procedures" of OTC 
to be fol I 01Ved in dealing with OTC Participants are on fi I e with OTC. 

OTC and its Participants. The Depository Trust Company ("OTC" ), New York, NY , will act as 
securities depository for the Bonds. The Bonds will be issued as fully-registered securities registered in 
the narre of Cede & Co. (DTC's partnership noninee) or such other narre as may be requested by an 
authorized representative of OTC. One fully-registered security certificate will be issued for each maturity 
of the Bonds, each in the aggregate principal amount of such maturity, and will be deposited with OTC. 

OTC, the world's largest depository, is a lini ted-purpose trust company organized under the New 
Y ork Banking Law, a "banking organization" within the meaning of the New Y ork Banking Law, a 
rrember of the Federal Reserve System, a "clearing corporation" within the meaning of the New York 
Uniform Comrrercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934. OTC holds and provides asset servicing for over 2 million issues 
of U.S. and non-U .S. equity issues, corporate and municipal debt issues, and money market instruments 
from over 85 countries that DTC's participants ("Direct Participants" ) deposit with OTC. OTC also 
facilitates the post-trade settlerrent among Direct Participants of sales and other securities transactions in 
deposited securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants' accounts. This eliminates the need for physical m:wement 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. OTC is a wholly--aNned subsidiary of The 
Depository Trust & Clearing Corporation (" DTCC" ). DTCC, in turn, is 0/Vned by a number of Direct 
Participants of DTC and Members of the National Securities Clearing Corporation, Government 
Securities Clearing Corporation, MBS Clearing Corporation, and Emerging Markets Clearing 
Corporation, (respectively, "NSCC" , "GSCC" , "M BSCC" , and " EMCC" , also subsidiaries of DTCC), as 
well as by the New Y ork Stock Exchange, Inc., the Arrerican Stock Exchange LLC, and the National 
Association of Securities Dealers, Inc. Access to the OTC 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" ). OTC has Standard & Poor's highest rating: AAA. The OTC Rules applicable to 
its Participants are on file with the Securities and Exchange Comnission. More information about OTC 
can be found at www.dtcc.com 

Book-£ ntry Only System. Purchases of the Bonds under the OTC system must be made by or 
through Direct Participants, which will receive a credit for the Bonds on DTC's records. The 0/Vnership 
interest of each actual purchaser of each Security (" Beneficial Owner'') is in turn to be recorded on the 
Direct and Indirect Participants' records. Beneficial Owners will not receive written confirmation from 
OTC of their purchase. Beneficial Owners are, h01Vever, expected to receive written confirmations 
providing details of the transaction, as well as periodic staterrents of their holdings, from the Direct or 
Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of 
0/Vnershi p interests in the Bonds are to be accomplished by entries made on the books of Direct and 
Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 
certificates representing their CMtnership interests in the Bonds, except in the event that use of the book
entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with OTC are 
registered in the name of DTC's partnership noninee, Cede & Co., or such other name as may be 
requested by an authorized representative of OTC. The deposit of the Bonds with OTC and their 
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registration in the name of Cede & Co. or such other OTC nominee do not effect any change in beneficial 
ONnership. OTC has no knONledge of the actual Beneficial Owners of the Bonds; DTC's records reflect 
only the identity of the Direct Participants to whose accounts such Bonds are credited, which rray or rray 
not be the Beneficial Owners. The Direct and I ndi rect Participants wi II rerrai n responsible for keeping 
account of their holdings on behalf of their custorrers. 

Conveyance of notices and other communications by OTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be gaverned by arrangerrents among them, subject to any statutory or regulatory 
requirerrents as may be in effect from tirre to tirre. Beneficial Owners of the Bonds rray wish to take 
certain steps to augrrent the transnission to them of notices of significant events with respect to the 
Bonds, such as redemptions, tenders, defaults, and proposed amendrrents to the Security docurrents. For 
example, Beneficial Owners of the Bonds rray wish to ascertain that the nominee holding the Bonds for 
their benefit has agreed to obtain and transni t notices to Beneficial Owners. In the alternative, Beneficial 
Owners rray wish to pravide their narres and addresses to the registrar and request that copies of notices 
be pravided directly to them. 

Redemption notices shall be sent to OTC. If less than all of the Bonds within an issue are being 
redeerred, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in 
such issue to be redeerred. 

Neither OTC nor Cede & Co. (nor any other OTC nominee) will consent or vote with respect to 
the Bonds unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its 
usual procedures, OTC mails an Omnibus Proxy to the issuer as soon as possible after the record date. 
The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to 
whose accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Payrrents of principal and interest or accreted value evidenced by the Bonds will be rrade to 
Cede & Co., or such other nominee as rray be requested by an authorized representative of OTC. DTC's 
practice is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail 
inforrration from the District or the Paying Agent, on payable date in accordance with their respective 
holdings shONn on DTC's records. Payrrents by Participants to Beneficial Owners will be gaverned by 
standing instructions and custorrary practices, as is the case with securities held for the accounts of 
custorrers in bearer form or registered in "street narre," and will be the responsibility of such Participant 
and not of OTC (nor its nominee), the District or the Paying Agent, suqject to any statutory or regulatory 
requi rerrents as may be in effect from ti rre to ti rre. Payrrent of principal and interest or accreted value 
evidenced by the Bonds to Cede & Co. (or such other noninee as rray be requested by an authorized 
representative of OTC) is the responsibility of the District or the Paying Agent, disburserrent of such 
payrrents to Direct Participants will be the responsibility of OTC, and disburserrent of such payrrents to 
the Beneficial Owners wi 11 be the responsi bi Ii ty of Direct and I ndi rect Participants. 

OTC rray discontinue praviding its services as depository with respect to the Bonds at any tirre 
by giving reasonable notice to the District or the Paying Agent. Under such circumstances, in the event 
that a successor depository is not obtained, Security certificates are required to be printed and delivered. 

The District rray decide to discontinue use of the system of book-entry transfers through OTC ( or 
a successor securities depository). In that event, Bond certificates will be printed and delivered. 

Discontinuance of OTC Services. In the event that (a) OTC determines not to continue to act as 
securities depository for the Bonds, or (b) the District determines that OTC will no longer so act and 
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delivers a written certificate to the Paying Agent to that effect, then the District will discontinue the 
Book-Entry Only System with OTC for the Bonds. If the District determines to replace OTC with 
another qualified securities depository, the District will prepare or direct the preparation of a new single 
separate, fully registered Bond for each rraturity of the Bonds registered in the narre of such successor or 
substitute securities depository as are not inconsistent with the terms of the indenture or fiscal agent 
agreerrent executed in connection with the Bonds. If the District fails to identify another qualified 
securities depository to replace the incumbent securities depository for the Bonds, then the Bonds will no 
longer be restricted to being registered in the Bond registration books in the narre of the incumbent 
securities depository or its noninee, but will be registered in whatever narre or narres the incumbent 
securities depository or its nominee transferring or exchanging the Bonds designates. 

If the Book-Entry Only System is discontinued, the foll01Ving provisions would also apply: (i) 
the Bonds will be rrade available in physical form, (ii) principal or accreted value on, the Bonds will be 
payable upon surrender thereof at the corporate trust office of the Paying Agent, (iii) principal and interest 
or accreted value on the Bonds will be payable by check mailed by first-class mail or, upon the written 
request of any Owner of $1,000,000 or rrore in aggregate principal amount of Bonds received by the 
Paying Agent on or prior to the 15th day of the calendar rronth imrrediately preceding the interest 
payrrent date, by wire transfer in imrrediately available funds to an account with a financial institution 
within the continental United States of Arrerica designated by such Owner, and (iv) the Bonds will be 
transferable and exchangeable as provided in the indenture or fiscal agent agreerrent executed in 
connection with the Bonds. 

Bank Qualified 

The District has designated the Bonds as "bank qualified" under the provisions of Section 
265(b)(3) of the Internal Revenue Code of 1986, as an-ended (the "Code" ). 

Paying Agent 

The Treasurer-Tax Collector of the County will act as the initial registrar, transfer agent, and 
paying agent for the Bonds (the " Paying Agent''). As long as OTC is the registered 0/Vner of the Bonds 
and DTC's book-entry rrethod is used for the Bonds, the Paying Agent will send any notice of 
prepayrrent or other notices to CMtners only to OTC. 

The Paying Agent, the District and the Underwriter of the Bonds have no responsibility or 
liability for any aspects of the records relating to or payrrents rrade on account of beneficial 0/Vnership, 
or for rraintaining, supervising or reviewing any records relating to beneficial 0/Vnership, of interests in 
the Bonds. 

Payment 

The principal of the Current I nterest Bonds and the Maturity Value of the Capital A ppreci ati on 
Bonds shall be payable in lawful rroney of the United States of Arrerica to the registered CMtner thereof, 
upon the surrender thereof at the principal corporate trust office of the Paying Agent. The interest on the 
Current Interest Bonds shall be payable in lawful rroney of the United States of Arrerica to the person 
whose narre appears on the bond registration books of the Paying Agent as the registered 0/Vner thereof 
as of the close of business on the 1 5th day of the rronth preceding any I nterest Payrrent Date ( a " Record 
Date" ), whether or not such day is a business day, such interest to be paid by check or draft rrailed on 
such Interest Payrrent Date to such registered CMtner at such registered CMtner' s address as it appears on 
such registration books or at such address as the registered 0/Vner rray have filed with the Paying Agent 
for that purpose. The interest payrrents on the Current I nterest Bonds shal I be rrade by wire transfer to 
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any registered ONner of at I east $1,000,000 in principal arrount of outstanding Current I nterest Bonds 
who shall have requested in writing such rrethod of payrrent of interest prior to the close of business on 
the Record Date imrrediately preceding any Interest Payrrent Date. 

Optional Redemption 

The Current Interest Bonds rraturing on or before August 1, 2014, are not subject to redemption 
prior to their fixed rraturity dates. The Current Interest Bonds rraturing on or after August 1, 20 15, rray 
be redeerred prior to rraturity at the option of the District from any source of funds, as a whole or in part, 
on August 1, 2014, or any date thereafter. The Current Interest Bonds called prior to rraturity rray be 
redeerred at par, together with accrued interest to the date of redemption without premium. 

The Capital Appreciation Bonds are not suqject to optional redemption prior to rraturity. 

Mandatory Redemption 

The Current Interest Bonds rraturing on August 1, 2028, are subject to redemption prior to their 
stated rraturity from rrandatory sinking fund payrrents on each August 1 comrrencing on August 1, 
2025, at a redemption price equal to the principal arrount thereof together with accrued interest thereon to 
the date fixed for redemption, without premium, as set forth in the follONing schedule: 

Redemption Date 
(August 1) 

2025 
2026 
2027 
2028 (Final Maturity) 
Total 

Principal Amount Redeemed 

$1 90, 000 
200,000 
215,000 
335,000 

$940, 000 

The Capital Appreciation Bonds are not subject to redemption pr ior to their fixed matur ity 
dates. 

Notice of Redemption 

Notice of redemption of any Bonds shall be rrailed, postage prepaid, not less than 30 nor rrore 
than 45 days prior to the redemption date (i) 0y first class mail to the respective ONners thereof at the 
addresses appearing on the bond registration books maintained 0y the Paying Agent, (ii) 0y secured rrail 
to all organizations registered with the Securities and Exchange Comnission as securities depositories, 
(iii) to at I east one i nforrrati on service of national recognition which di sseni nates redemption i nforrrati on 
with respect to municipal securities and (iv) as rray be further required in accordance with the Continuing 
Disclosure Certificate of the District. 

Each notice of redemption shall contain all of the follONing inforrration: (a) the Bonds or 
designated portions thereof (in the case of redemption of the Bonds in part but not in whole) which are to 
be redeerred, ( b) the date of redemption, ( c) the pl ace or pl aces where the redemption wi 11 be rrade, 
including the narre and address of the Paying Agent, (d) the redemption price, (e) the CUSI P numbers (if 
any) assigned to the Bonds to be redeerred, (f) the bond numbers of the Bonds to be redeerred in whole 
or in part and, in the case of any Bond to be redeemed in part only, the principal amount of such Bond to 
be redeemed and (g) the original issue date, interest rate or rate which when applied to the 
Denominational Amount of any Capital Appreciation Bonds produces the Maturity Value on the rraturity 
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date (the "Bond Y ield" ) and stated maturity date of each Bond to be redeemed in whole or in part. Such 
notice of redemption shall further state that on the specified date there shall become due and payable upon 
each Bond or portion thereof being redeemed at the redemption price thereof, together with the interest 
accrued or accreted to the redemption date, and that from and after such date, interest with respect thereto 
shal I cease to accrue or accrete. 

The actual receipt by the CMtner of any Bond or of any securities depository or securities 
information service of notice of such redemption shall not be a condition precedent to redemption, and 
failure to receive such notice, or any defect in the notice mailed, shall not affect the validity of the 
proceedings for the redemption of such Bond or the cessation of interest on the date fixed for redemption. 
A certificate of the Paying Agent or the District that notice of call and redemption has been given to 
ONners and the appropriate securities depositories and information services shall be conclusive as against 
al I parties. 

When notice of redemption has been given substantially as pravided in the Resolution, and when 
the redemption price of the Bonds cal I ed for redemption is set aside in the Redemption Fund, as pravi ded 
in the Resolution, the Bonds designated for redemption shall become due and payable on the specified 
redemption date and interest shal I cease to accrue thereon as of the redemption date, and upon 
presentation and surrender of such Bonds at the place specified in the notice of redemption, such Bonds 
shall be redeemed and paid at the redemption price thereof out of the money pravided therefor. The 
ONners of such Bonds so called for redemption after such redemption date shall look for the payment of 
such Bonds and the redemption prenium, if any, thereon only to the interest and sinking fund or the 
escrCMt fund established for such purpose. All Bonds redeemed shall be canceled forthvvith by the Paying 
A gent and shal I not be reissued. 

Defeasance 

The District may pay and discharge any or all of the Bonds by depositing in trust with the Paying 
Agent or an independent escrON agent selected by the District at or before maturity, money or non
callable direct obligations of the United States of America or other non-callable obligations the payment 
of the principal of an interest on which is guaranteed by a pledge of the full faith and credit of the United 
States of America, in an amount which will, together with the interest to accrue thereon and available 
moneys then on deposit in the Debt Service Fund of the District (as defined herein), be fully sufficient to 
pay and discharge the indebtedness on such Bonds (including all principal, Maturity Value, interest and 
redemption preniums, if any) on or before their respective maturity dates. 

Registration, Transfer and Exchange of Bonds 

The Paying Agent will keep or cause to be kept at its principal corporate trust office sufficient 
books for the registration and transfer of the Bonds, which shall at all times be open to inspection by the 
District, and, upon presentation for such purpose, the Paying Agent shall, under such reasonable 
regulations as it may prescribe, register or transfer or cause to be registered or transferred, on such books, 
Bonds as pravided in the Resolution. 

In the event that the book-entry only system as described abave is no longer used with respect to 
the Bonds, the follONing pravisions will gavern the registration, transfer, and exchange of the Bonds. 

Any Bond may, in accordance with its terms, be transferred, upon the books required to be kept 
by the Paying Agent, by the person in whose name it is registered, in person or by the duly authorized 
attorney of such person, upon surrender of such Bond to the Paying Agent for cancellation, accompanied 
by delivery of a duly executed written instrument of transfer in a form appraved by the Paying Agent. 
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No transfer of the Bonds shall be required to be rrade 0y the Paying Agent during the period from 
( 1 )  the close of business on the applicable Record Date to and including the succeeding Interest Payment 
Date, or (2) the close of business on the date on which notice is given that such Bond has been selected 
for redemption in whole or in part, to and including such designated redemption date. 

The Bonds rray be exchanged for Bonds of other authorized denominations of the same rraturity 
and interest payment mode, 0y the ONner thereof, in person or 0y the duly authorized attorney of such 
CMtner, upon surrender of such Bond to the Paying Agent for cancellation, accompanied 0y delivery of a 
duly executed request for exchange in a form approved 0y the Paying A gent. 

No exchange of Bonds shall be required to be rrade 0y the Paying Agent during the period 
( 1 )  from the close of business on the applicable Record Date to and including the succeeding I nterest 
Payment Date, or (2) from the close of business on the date on which notice is given that such Bond has 
been selected for redemption in whole or in part, to and including such designated redemption date. 

Whenever any Bond or Bonds shall be surrendered for transfer or exchange, the designated 
District officials shall execute and the Paying Agent shall authenticate and deliver a new Bond or Bonds 
of the same series, rraturity and interest payment mode (in the case of Current Interest Bonds, for a like 
aggregate principal amount, and in the case of Capital Appreciation Bonds, for a like aggregate Maturity 
Value). The Paying Agent shall require the payment 0y the ONner of Bonds requesting any such transfer 
or exchange of any tax or other governmental charge required to be paid with respect to such transfer or 
exchange. 

BOND INSURANCE 

Bond Insur ance Policy 

Concurrently with the issuance of the Bonds, Financial Security Assurance Inc. (" Financial 
Security" ) will issue its Municipal Bond Insurance Policy for the Bonds (the " Policy" ). The Policy 
guarantees the scheduled payment of principal of (or, in the case of Capital Appreciation Bonds, the 
accreted value) and interest on the Bonds when due as set forth in the form of the Policy included as an 
appendix to this Official Statement. 

The Policy is not covered 0y any insurance security or guaranty fund established under NeN 
Y ork, California, Connecticut or Florida insurance law. 

Financial Secur ity Assurance Inc. 

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

AtJ une 30, 2004, Financial Security's total policyholders' surplus and contingency reserves were 
approxirrately $2,212,545,000 and its total unearned prenium reserve was approxirrately $1,501,280,000 
in accordance with statutory accounting practices. At June 30, 2004, Financial Security's total 
shareholders' equity was approxirrately $2,438,206,000 and its total net unearned prenium reserve was 
approxi rrately $1,255, 708,000 in accordance with generally accepted accounting pri nci pies. 
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The financial statements included as ex.hi bi ts to the annual and quarterly reports fi I ed 0y H ol dings 
with the Securities and Exchange Corrmission are here0y incorporated herein 0y reference. Also 
incorporated herein 0y reference are any such financial statements so filed from the date of this Official 
Statement until the ternination of the offering of the Bonds. Copies of materials incorporated 0y 
reference will be provided upon request to Financial Security Assurance Inc.: 350 Park Avenue, NeN 
Y ork, New York 10022, Attention: Communications Department (telephone (212) 826--0100). 

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

ESTIMATED SOURCES AND USES OF FUNDS 

The estimated sources and uses of funds with respect to the Bonds will be applied as follONs: 

Sources of Funds 
Principal A mount of Bonds 
Net Original Issue Prenium 

Total Sources 

Uses of Funds 

Building Fund 
Debt Service Fund 
Costs of I ssuance ( 1 l 

Total Uses 

( l )  All costs of i ssuance, i ncl uding U nderwriter's discount and bond i nsurance premium. 
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$3, 157,929.40 
249,430.50 

$3,407, 359. 90 

$3, 157,929.40 
74,885.49 

174,545.01 

$3,407, 359. 90 



DEBT SERVICE SCHEDULE 

The follONing table shCMts the debt service schedule with respect to the Bonds (assuming no 
optional redemptions) and the Fall brook Union Elementary School District, San Diego County, California 
General Obligation Bonds Election of 2002, Series 2004 (assuming no optional rederrµtions). See "THE 
DISTRICT -District Debt Structure" herein. 

Ser ies A 
2003 Bonds 

and 
Ser ies B 

2003 Bonds Ser ies 2004 B onds A l l  B onds 

Current Interest Capital Appreciation 
B onds Bonds 

Annual Total 
Year Total Annual Annual Annual Accreted Aggregate 

Endi ng Debt Princip.11 Interest Principal Interest Annual 
(August 1 )  Service Payrrent Payrrenf 1) Payrrenf2) Payrrenf2) Debt Service 

2005 $1,490,846.26 $74,761.10 $1,565,607.36 
2006 1,501,346.26 10,000 103, 118.76 1,616,471.02 
2007 1,536,446.26 15,000 102,868.76 1,656,322.02 
2008 1,555,646.26 40,000 102,493.76 1, 700, 148.02 
2009 1,611,396.26 30,000 101,493.76 1,744,899.02 
2010 1,657,402.52 35,000 100,593.76 1, 795,006.28 
2011 1,699,690.02 45,000 99,543.76 1,846,244.78 
2012 1,751,077.52 50,000 98,193.76 1,901,283.28 
2013 1,804,202.52 55,000 96,568.76 1,957,784.28 
2014 1,858,752.52 65,000 94,712.50 2,020,479.02 
2015 1,922,752.52 70,000 92,437.50 2,087,205.02 
2016 1,987,552.52 80,000 89,900.00 2, 159,468.52 
2017 2,051,467.52 100,000 86,900.00 2,240,384.52 
2018 2, 125,230.02 100,000 82,900.00 2,310, 148.02 
2019 2,201, 723. 76 115,000 78,900.00 2,397,642.76 
2020 2,282,273. 76 125,000 74,300.00 2,483,593.76 
2021 2,374,643.76 135,000 69,143.76 2,580,808.52 
2022 2,471,918.76 150,000 63,406.26 2,685,325.02 
2023 2,578,793.76 160,000 56,956.26 2, 797, 773.02 
2024 2,687,625.00 175,000 49,956.26 2, 914,605.26 
2025 2,802,375.00 190,000 42,300.00 3,036, 700.00 
2026 2,925,000.00 200,000 33,750.00 3, 160,776.00 
2027 3,055,000.00 215,000 24,750.00 3,296, 777.00 
2028 3,090,000.00 335,000 15,075.00 3,442, 103.00 
2029 662,929.40 2,927,070.60 3,590,000.00 

TOTAL $51,023, 162.78 $2,495,000 $1,835,023.72 $662,929.40 $2, 927,070.60 $353,872,896.00 
------------
( 1 ) I nterest payments on the Current I nterest Bonds wi l l  be made semiannual ly on February 1 and August 1 of each year, 

commend ng February 1 , 2005. 
(2) The Capital Appreciation Bonds are payable only at maturity, respectively, and i nterest on such Capital Appreciation Bonds 

is compounded semiannual ly on February 1 and August 1 ,  commend ng February 1 ,  2005. 
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APPLICATION OF PROCEEDS OF BONDS 

Building Fund 

The net proceeds of the sale of the Bonds shal I be deposited in the F al I brook U ni on EI ementary 
School District San Diego County, California General Obligation Bonds Election of 2002, Series 2004 
Building Fund (the " Building Fund" ) and shall be applied only for the purposes for which the Bonds are 
issued. Any interest earnings on rroneys held in the Building Fund shall be retained in the Building 
Fund. 

Debt Ser vice Fund 

Any prenium or accrued interest received by the District on the sale of the Bonds shall be 
deposited in the Debt Service Fund. Any interest earnings on rroneys held in the Debt Service Fund shall 
be retained in the Debt Service Fund. The ad valorem property taxes levied by the County for the 
payment of the Bonds, when collected, also will be deposited into the Debt Service Fund. The Bonds 
shall be paid from the Debt Service Fund. If, after all of the Bonds have been paid or redeemed and 
cancelled, there are rroneys remaining in the Debt Service Fund or otherwise held in trust for the payment 
of the redemption price of the Bonds, such rroneys shall be transferred to the general fund of the District 
as provided and permitted by law. 

I nvestments 

In accordance with the Resolution and subject to federal tax restrictions, rroneys in the Debt 
Service Fund and Building Fund rray be invested at the direction of the District in the County Treasury 
Pool, the Local Agency Investment Fund or any investment authorized pursuant to Sections 53601 and 
53635 of the Government Code, or in investment agreements, including guaranteed investment contracts, 
float contracts or other investment products. At this time, the District expects to invest rronies deposited 
into the Building Fund in the San Diego County Treasury Pool. 

SAN DI EGO COUNTY TREASURY POOL 

The fol lCM!i ng i nforrration concerning the pooled i nvestrrent fund of the County (the "Treasury 
Pool" ) has been provided by the Treasurer-Tax Collector of the County (the " Treasurer" ) and has not 
been confirrred or verified by the District or the Underwriter. No representation is rrade herein as to the 
accuracy or adequacy of such inforrration or as to the absence of rraterial adverse changes in such 
inforrration subsequent to the date hereof, or that the inforrration contained or incorporated hereby by 
reference is correct as of any ti rre subsequent to its date. 

In accordance with Government Code Section 53600 et seq., the Treasurer rranages funds 
deposited with it by the District. Each 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 
CMtn investment policies which rray impose limitations beyond those required by the Government Code. 

All investments in the Treasurer's investment portfolio conform to the statutory requirements of 
Government Code Section 53601 et seq., authorities delegated by the County Board of Supervisors and 
the Treasurer's investment policy. 
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General 

Pursuant to a resolution adoptedJ uly 8, 1958, the Board of Supervisors of the County delegated 
to the Treasurer the authority to invest and reinvest funds of the County. Applicable law lini ts this 
delegation of authority to a one-year period and rrust be renewed annually by action of the Board of 
Supervisors of the County. In addition to funds of the County (and the various departrrents in the 
County, such as Public Works and Public Administration), funds of certain local agencies within the 
County, including school districts, are required under state law to be deposited into the County treasury 
("Involuntary Depositors" ). In addition, certain agencies, including comrrunity college districts, may 
invest 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 investrrent fund (the "Treasury Pool" or the " Pool" ). No particular 
deposits are segregated for separate investrrent. 

Under the laws of the State of California, 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 investrrent guidelines or realize any significant 
losses that may be required to be allocated among all Depositors in the Pool. 

The County has established an oversight committee as required by State law. The rrembers of 
the oversight comni ttee include the Treasurer, the Chief Financial Officer, rrembers of the public, and a 
representative from a special district and a school district. The role of the oversight committee is to 
revi eN and monitor the i nvestrrent policy of the Treasurer. 

The Treasury Pool's Portfolio 

As of September 30, 2004, the securities in the Treasury Pool had a rrarket value of 
$3,626,659, 185 and a book value of $3,642,678,881, for a net unrealized loss of $16,019,696. As of 
September 30, 2004, the weighted average days to rraturity of the Pool portfolio was approxirrately 377 
days. 

As of September 30, 2004, approxirrately 3.62% of the total funds in the Pool were deposited by 
Voluntary Depositors, such as cities and fire districts, 6.32°A> by comrrunity college districts, 39.16% by 
the County, 48.87% by school districts, and 2.03% by unapportioned taxfint. funds. 

Standard & Poor's has rated the Pool's ability to rreet its financial commitrrents "AAAf' (long
term) and "S 1" (volatility). 

Investments of the Treasury Pool 

Authorized I nvestrrents. l nvestrrents of the Pool are placed in those securities authorized by 
various sections of the Gavernrrent Code of the State of California, which include obligations of the 
United States Treasury, agencies of the United States Gavernrrent, local and State bond issues, bankers 
acceptances, comrrercial paper of pri rre quality, certificates of deposit ( both col lateral i zed and 
negotiable), repurchase and reverse repurchase agreerrents, rredium term corporate notes, shares of 
beneficial interest in diversified rranagerrent companies (rrutual funds), asset backed (including 
mortgage related) and pass-through securities. Generally, investrrents in any repurchase agreerrent rray 
not exceed a term of one year and the security underlying the agreerrent shall be valued at 102°A> or 
greater of the funds borrONed against the security and the value of the repurchase agreerrent shall be 
adjusted no less than quarterly. In addition, reverse repurchase agreerrent generally rray not exceed 2CYA> 
of the base value of the portfolio and the term of the agreerrent rray not exceed 92 days. Securities 
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lending transactions are considered reverse repurchase agreements for purposes of this linitation. Base 
Value is deferred as the total cash balance excluding any arra.mts borrONed (i.e., arrounts obtained 
through selling securities by way of reverse repurchase agreements or other similar borrONing 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 
California State Legislature. Therefore, there can be no assurances that the current investments in the 
Treasury Pool will not vary significantly from the investments described herein. 

The Investment Policy. The Treasurer's Investment Policy (the "Investment Policy" ) (which 
may be modified, amended, or otherwise changed at any time at the sole discretion of the Treasurer) 
currently states the primary goals of the Treasurer when investing public funds to be as follONs: the 
primary oqjective is to safeguard the principal of the funds under the Treasurer's control, the secondary 
oqjective is to meet the liquidity needs of the Pool Participants, and the third oqjective is to achieve a 
return on the funds under the control of the Treasurer within the parameters of prudent risk management. 
The Investment Policy contains a goal that SCYA> 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 aver more than one year to five years. With respect to reverse repurchase agreements, the 
Investment Policy pravides for a maximum maturity of 92 days (unless the reverse repurchase agreement 
includes a written guarantee of a ninimum earning or spread for the entire period of such agreement) and 
a limitation on the total amount of reverse repurchase agreements to 2CYA> of the total investments in the 
Pool. The Investment Policy states that the purpose of reverse repurchase agreements is to supplement 
the yield on securities ONned by the Pool or to pravide funds for the immediate payment of an obligation 
and that the maturity of the reverse repurchase agreement and the maturity of the security purchased be 
the same. 

The Investment Policy also authorizes investments in cavered call options or put options, which 
are options on the part of a third party to buy from the Pool a specified security within a finite time at a 
specified price. Under the Investment Policy, securities subject to cavered 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 cavered call 
option/put option is to be 90 days and not more than l CYA> of the total investments in the Pool could have 
options (in contrast to "derivatives" ) written against them at any one ti me. 

The County from time to time has engaged in securities lending transactions. Generally, these 
transactions involve the transfer by the gavernmental 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 pravide for the return of the collateral to the 
securities borrONer 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 
with another custodian in the future. Any such securities lending transactions are considered reverse 
repurchase agreements under the Investment Policy and, accordingly, the total principal arrount of 
reverse repurchase agreements and securities lending agreements may not exceed 2CYA> 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. 

Cer tain I nfor rnation Relating to the Pool 

The follONing table reflects information with respect to the Pool as of September 30, 2004. As 
described abave, 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 
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belCMt. In addition, the value of the various investrrents in the Pool will fluctuate on a daily basis as a 
result of a rrultitude of factors, including generally prevailing interest rates and other economic 
conditions. Therefore, there can be no assurance that the values of the various investrrents in the Pool 
will not vary significantly from the values described belOiV. In addition, the values specified in the 
follCMting tables 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 September 30, 2004, the 
Pool necessarily would have received the values specified. 

THE REMAINDER OF THE PAGE IS INTENTIONALLY BLANK 
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SAN DI E G O  COU NTY I NV E STM E NT POOL PORTFOL I O  I NF O R M ATI ON 

Percent Of 
Portfol io 

U .S .  Treasury Notes 2.TZ'lo 

Federal Farm C redit Bank Notes 1 1 .99'/o 

Federal Home Loan B ank Notes 1 2.47'/o 

Federal Nat' I M ortgage Assoc. N ates 1 1 .25% 

Federal Home Loan M ortg. Corp. Notes 2.05% 

Corporate Medium Term Notes 4. 1 6'/o 

Asset Backed Notes 1 .64% 

M oney Market F unds 0.71% 

Repurchase Agreements 4.83% 

Negotiable Certificates Of Deposit 28. 1 5% 

Commercial Paper 20.01% 

Col lateral ized Certi ficates of Deposit 0.01% 

Totals for September 2004 1 00.00'/o 

Totals for August 2004 1 00.00'/o 

Change From Prior M onth 

Portfol io Effective Duration 

September ' 04  
Return 

Book Value 

M arket Value 

0. 1 75% 

0. 1 43% 

Source: County of San Diego, Treasurer-Tax Collector. 

as of September 30, 2004 

Book Value 

99,1 81 ,047 

439,000,000 

455,923,907 

41 0,675,861 

75,029, 1 64  

1 51 ,447,931 

59,538,654 

25,700,000 

1 75,000,000 

1 ,025,027,379 

725,762,938 

392,000 

$3,642,678,881 

$3,663,676,804 

<$20,997,923> 

0.888 years 

Annual ized 
2 . 1 30'/o 

1 .743% 

Market 
Price 

98.7(1'/o 

99.09'/o 

99.21% 

99.35% 

99.1 5% 

1 00.51% 

99. 1 2% 

1 00.00'/o 

1 00.00'/o 

99.61% 

99.86'/o 

1 00.00'/o 

99.54% 

99.56'/o 

<0.02% > 

F iscal Y ear 
To Date 
Return 
0.475% 

0.81 2% 
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Accrued 
I nterest 

4, 1 2 1 

2,436,294 

3,226,81 1 

2,484,547 

672, 569 

671 ,667 

478, 1 04  

89,804 

9,434 

5,231 ,092 

0 

264 

$1 5,304,708 

$ 1 5,286, 1 23 

Annual ized 
1 .883% 

3.221% 

U nreal ized 
Market Value Gai n/<1 .. oss> 

98,703, 1 20 <$477,927> 

435,002,462 <$3, 997, 538> 

452,372,446 <$3,551 ,461 > 

408,034,064 <$2,641 ,798> 

74,393,935 <$635,229> 

1 50,768,058 <679,874> 

59,473,455 <65, 1 99> 

25,700,000 $0 

1 75,000,000 $0 

1 ,021 ,032,508 <$3,994,872> 

725,787, 1 38 $24,201 

392,000 $0 

$3,626,659, 1 85 <$1 6,01 9,696> 

$3,648,991 ,298 <$1 4,685, 506> 

<$22,332, 1 1 3> <$1 ,334, 1 90> 

Calendar Year 
To Date Return 

1 .266'/o 

1 . 1 40'/o 

Y ield To 
Maturity 

2.06% 

2.31% 

2.41% 

2.27'/o 

2.26'/o 

2.42% 

2.9CP/o 

1 .50'/o 

1 .94% 

1 .58% 

1 .55% 

2. 1 2% 

1 .95% 

1 .91% 

0.04% 

Annual ized 
1 .686'/o 

1 .51 9'/o 

Weighted 
Average 
Days To 
Maturity 

547 

687 

678 

688 

545 

609 

722 

2 1 8  

31 

230 

377 

400 

<23> 



CONSTITUTIONAL AND STATUTORY PROVISIONS 
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS 

The Maturity Value, principal of, interest and prenium, if any, on the Bonds are payable from the 
proceeds of an ad valorem tax levied by the County for the payrrent thereof. (See "THE BONDS -
Security" herein.) Articles XI I IA, XI 1 1  B, XI I IC and XI 1 1  D of the Constitution, Propositions 98 and 111, 
and certain other provisions of law discussed belON, are included in this section to describe the potential 
effect of these Constitutional and statutory rreasures on the ability of the County to levy taxes and spend 
tax proceeds for operating and other purposes, and it should not be inferred from the inclusion of such 
materials that these laws irrpose any linitation on the ability of the District to levy taxes for payrrent of 
the Bonds. The tax levied by the County for payrrent of the Bonds was approved by the District's voters in 
cornpl i ance with Article X 1 1 1  A, Article X 1 1 1  C and al I applicable I aws. 

Article X I I IA of the California Constitution 

On June 6, 1978, California voters approved Proposition 13, which added Article X I  I IA to the 
California Constitution ("Article X I I IA" ). Article X I I IA, as amended, limits the amount of any ad 
valorem taxes on real property to 1% of the "full cash value," and provides that such tax shall be collected 
by the counties and apportioned according to State law. Section l (b) of Article X IIIA provides that the 
1% limitation does not apply to ad valorem taxes levied to pay interest and redemption charges on 
(i) indebtedness approved by the voters prior to July 1, 1978, or (ii) bonded indebtedness for the 
acquisition of irnproverrent of real property approved on or after July 1, 1978, by two-thirds or more of 
the votes cast on the proposition, or (iii) bonded indebtedness incurred by a school district or community 
college district for the construction, reconstruction, rehabilitation or replacement of school facilities or the 
acquisition or lease of real property for school facilities, approved by 55% or more of the voters of the 
district, but only if certain accountability measures are included in the proposition. The tax for payment 
of the Bonds fal Is within the exception for bonds approved by a 55% vote. 

Article X I I IA defines full cash value to mean "the county assessor's valuation of real property as 
shONn on the 1975-76 tax bi 11 under ' ful I cash value,' or thereafter, the appraised value of real property 
when purchase, newly constructed, or a change in ONnershi p has occurred after the 1975 assessment." 
This full cash value may be increased at a rate not to exceed 2°A> per year until new construction or a 
change of CMtnershi p occurs. 

Article X I I IA has subsequently been arrended to permit reduction of the "full cash value" base in 
the event of declining property values caused by substantial damage, destruction or other factors, to 
provide that there would be no increase in the "f ul I cash value" base in the event of reconstruction of 
property damaged or destroyed in a disaster, and in various other minor or technical ways. 

Pen ding L itigation Regarding 2% L imitation - County of Orange v. Orange County 
Assessment Appeal Board No. 3.  In a Minute Order issued on November 2,  2001 in County of Orange 
v. Orange County Assessrrent Appeals Board No. 3, case no. OOCC03385 (the "Bezaire Case" ), the 
Orange County Superior Court (the "Superior Court'') held that where a home's taxable value did not 
increase for two years, due to a flat real estate market, the Orange County assessor violated the two 
percent inflation adjustrrent provision of Article X I  I IA, when the assessor tried to "recapture" the tax 
value of the property by increasing its assessed value by 4% in a single year after values had increased. 
The assessors in most California counties, including the County, use a sinilar methodology in raising the 
taxable values of property beyond 2% in a single year. The State Board of Equalization has approved this 
methodology for increasing assessed values. 

On December 27, 2001, the Superior Court issued an order declaring the practice of " recapturing" 
to be unconstitutional. That order only applies to one property in Seal Beach, Orange County, California. 
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A second issue of "class action" was requested to be reviewed by the Superior Court and on Decermer 
12, 2002, the Superior Court certified class action status for this case, which could have the effect of 
extending this ruling to other similar cases. A third issue addressed by the Superior Court is related to 
notification to the taxpayers by the Tax Collector. On January 20, 2003, the Superior Court granted the 
rrotion for the Tax Collector to give some type of notice to taxpayers. The Superior Court put on hold 
this order pending final appellate revieN and a ruling on the "recapture" issue. The Superior Court 
entered a Final J udgment in the B ezai re Case on A pri I 18, 2003. 

In 2002, two trial courts (in Los Angeles and San Diego, respectively) ruled differently on the 
"recapture" issue. Therefore, the issues of uniformity and equal protection for taxpayers statewide must 
be addressed. When trial courts differ, the suqject matter is often subject to a uniformity review. OnJ une 
12, 2003, the Orange County Assessor and the Tax Collector, in conjunction with the Beza.ire Case, filed 
a notice of appeal of the action in the Court of Appeal of the State of California On March 26, 2004, the 
Court of Appeal of the State of California, Fourth Appellate District (the "Court of Appeal" ), filed its 
opinion reversing the Superior Court's judgment by holding that the Superior Court had erred in ruling 
that assessments were always lini ted to no rrore than 2% of the previous year's assessment, and 
remanded the Bezaire Case to the Superior Court with directions to enter judgment in favor of the County 
of Orange petitioners. The Court of Appeal held that the 2% annual inflation adjustment pravision 
perni ts a maximum 2°A> annual increase calculated against the original acquisition cost base, rather than 
calculated against any reduced base resulting from any intervening dCMtrrvvard reassessment in the wake 
of a decline in property values, such as might happen with a general deflation or a disaster. The Court of 
Appeal's decision became final on April 25, 2004. 

On May 6, 2004, the case was appealed to the California Supreme Court (as Case No. S 124682), 
which denied review onJ uly 21, 2004. HCMtever, the plaintiffs have 90 days follCMting this date in which 
to file an appeal to the United States Supreme Court, and no assurance can be given that such an appeal 
will not be filed. 

Unless an appeal is timely filed and the Court of Appeals' holding is averturned, the Court of 
Appeals' holding represents the applicable law that is binding on county assessors statewide. 

The obligation of the County to levy ad valorem taxes upon all taxable property within the 
District in an arrount sufficient for the payment of principal of and interest on the Bonds would not be 
impaired in any event. 

Legislation I mplementing Article X I I IA 

Legislation has been enacted and amended a number of times since 1978 to implement Article 
X I  I IA. Under current law, local agencies are no longer perni tted to levy directly any property tax (except 
to pay voter-appraved indebtedness). The 1% property tax is automatically levied by the County and 
distributed according to a formula arrong taxing agencies. The formula apportions the tax roughly in 
proportion to the relative shares of taxes levied prior to 1979. 

I ncreases of assessed valuation resulting from reappraisals of property due to new construction, 
change in CMtnershi p or from the annual adjustment not to exceed 2% are al I ocated arrong the various 
jurisdictions in the "taxing area'' based upon their respective "situs." Any such allocation made to a local 
agency continues as part of its allocation in future years. 

A 11 taxable property is shCMtn at 1 OCYA> of assessed value on the tax rol Is. Consequently, the tax 
rate is expressed as $1  per $100 of taxable value. All taxable property value included in this Official 
Statement is sh01Vn at lOCYA> of taxable value (unless noted differently) and all tax rates reflect the $1  per 
$100 of taxable value. 
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Article X 1 1 1  B of the California Constitution 

An initiative to al'l"end the California Constitution entitled "Linitation of Governl'l"ent 
Appropriations," was approved on November 6, 1979, there0y adding Article X IIIB to the California 
Constitution ("Article X 1 1 1  B" ). Under Article X 1 1 1  B, state and local governl'l"ental entities have an annual 
"appropriations limit'' and are not permitted to spend certain rroneys which are called "appropriations 
suqject to limitation" (consisting of tax revenues, state subventions and certain other funds) in an arrount 
higher than the appropriations Ii ni t. Article X 1 1 1  B does not affect the appropriation of rroneys which are 
excluded from the definition of "appropriations suqject to limitation," including appropriations for debt 
service on indebtedness existing or authorized as of J anuary 1, 1979, or bonded indebtedness 
subsequently approved 0y the voters. In general terms, the appropriations limit was originally to be based 
on certain fiscal year 1978-79 expenditures, and adjusted annually to reflect changes in consul'l"er prices, 
populations, and services provided 0y these entities. Arrong other provisions of Article X 1 1 1  B, if these 
entities' revenues in any consecutive two-year period exceed the arrounts permitted to be spent, the 
excess would have to be returned 0y revising tax rates or fee schedules over the subsequent two years. In 
the event the District receives any proceeds of taxes in excess of the allONable I i  ni t in any fiscal year, the 
District may implel'l"ent a statutory procedure to concurrently increase the District's appropriations I i  ni t 
and decrease the State's allCMtable limit, thus nullifying the need for any return. Certain features of 
Article X I  IIB were modified Or Proposition 111 in 1990 (see "CONSTITUTIONAL AND STATUTORY 
PROVISIONS AFFECTING DISTRICT REVENUES AND APPROPRIATIONS - Proposition 111" 
herein.) 

Article X 1 1 1  C and Article X 1 1 1  D of the California Constitution 

On November 5, 1996, the voters of the State of California approved Proposition 218, popularly 
knCMtn as the "Right to Vote on Taxes Act." Proposition 2 18 added to the California Constitution 
Articles X IIIC and X IIID, which contain a number of provisions affecting the ability of local agencies, 
including school districts, to levy and collect both existing and future taxes, assessl'l"ents, fees and 
charges. 

According to the "Title and Summary" of Proposition 2 18 prepared 0y the California Attorney 
General, P roposi ti on 218 I i  ni ts "the authority of I ocal governl'l"ents to impose taxes and property-related 
assessl'l"ents, fees and charges." Arrong other things, Article X I  I IC establishes that e.tery tax is either a 
"general tax'' (imposed for general governl'l"ental purposes) or a "special tax'' (imposed for specific 
purposes), prohibits special purpose governl'l"ent agencies such as school districts from levying general 
taxes, and prohibits any local agency from imposing, extending or increasing any special tax beyond its 
rraxi mum authorized rate without a two-thirds vote; and al so provides that the i ni ti ative pCMter wi 11 not be 
Ii ni ted in matters of reducing or repealing I ocal taxes, assessl'l"ents, fees and charges. Article X 1 1 1  C 
further provides that no tax may be assessed on property other than ad val orem property taxes imposed in 
accordance with Articles X 1 1 1  and X I  I IA of the California Constitution and special taxes approved 0y a 
two-thirds vote under Article X IIIA, Section 4. Article X IIID deals with assessl'l"ents and property
rel ated fees and charges, and ex.pl i ci tly provides that nothing in Article X 1 1 1  C or X 1 1 1  D wi 11 be construed 
to affect existing laws relating to the imposition of fees or charges as a condition of property 
devel opl'l"ent. 

The District does not impose any taxes, assessl'l"ents, or property-related fees or charges which 
are subject to the provisions of Proposition 218. It does, hONe.ter, receive a portion of the basic 1% ad 
valorem property tax levied and collected 0y the County pursuant to Article XI I IA of the California 
Constitution. The State Constitution and the laws of the State impose a mandatory, statutory duty on the 
County to levy a property tax sufficient to pay debt service on the Bonds coming due in each year. The 
initiative pONer cannot be used to reduce or repeal the authority and obligation to levy such taxes which 
are pledged as security for payl'l"ent of the Bonds or to otherwise interfere with performance of the 
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rrandatory, statutory duty of the District and the County with respect to such taxes which are pledged as 
security for payment of the Bonds. Legislation adopted in 1997 provides that Article X I  I IC shall not be 
construed to mean that any ONner or beneficial ONner of a rn.micipal security assumes the risk of or 
consents to any initiative measure which would constitute an irrµairment of contractual rights under the 
contracts clause of the U.S. Constitution. 

Proposition 98 

On November 8, 1988, California voters approved Proposition 98, a combined initiative 
constitutional amendment and statute cal I ed the "Classroom I nstructi onal I mprovement and 
Accountability Act'' (the "Accountability Act''). Certain provisions of the Accountability Act, have, 
hONever, been modified 0y Proposition 111, discussed belON, the provisions of which became effective 
onJ uly 1, 1990. The Accountability Act changed State funding of public education belON the university 
level and the operation of the State's appropriations lini t. The Accountability Act guarantees State 
funding for K - 12 school districts and community college districts (hereinafter referred to collectively as 
"K- 14 school districts" ) at a level equal to the greater of (a) the same percentage of general fund revenues 
as the percentage appropriated to such districts in 1986-87, and (b) the amount actually appropriated to 
such districts from State general fund in the previous fiscal year, adjusted for increases in enrollment and 
changes in the cost of living. The Accountability Act permits the Legislature to suspend this formula for 
a one-year period. The current level of guaranteed funding pursuant to Proposition 98 is 34.55% of the 
State general fund. 

The Accountability Act also changed hON tax revenues in excess of the State appropriations Ii ni t 
are distributed. Any excess State tax revenues up to a specified amount are, instead of being returned to 
taxpayers, transferred to K -14 school districts. Any such transfer to K - 14 school districts is ex.cl uded 
from the appropriations Ii mi t for K -14 school districts and the K -14 school district appropriations Ii mi t for 
the next year would autorratically be increased Of the amount of such transfer. These additional moneys 
enter the base funding calculation for K-14 school districts for subsequent years, creating further pressure 
on other portions of the State budget, particularly if revenues decline in a year foll ONi ng an Article X 1 1 1  B 
surplus. The rraximum amount of excess tax revenues which could be transferred to K-14 school districts 
is 4% of the ninimum State spending for education rrandated 0y the Accountability Act. 

Because the Accountability Act is unclear in some details, there can be no assurances that the 
L egi sl ature or a court might not interpret the A ccountabi Ii ty A ct to require a different percentage of State 
general fund revenues to be allocated to K-14 school districts, or to apply the relevant percentage to the 
State' s budgets in a different way than is proposed in the Governor's Budget. 

Proposition 111 

OnJ une 5, 1990, the voters of  California approved the "Traffic Congestion Relief and Spending 
Limitation Act of 1990'' ("Proposition 111" ), which modified the State Constitution to alter the 
Article X IIIB spending limit and the education funding provisions of Proposition 98. Proposition 111 
took effect on J uly 1 , 1990. 

The most significant provisions of Proposition 111 are sumrrarized as follCMts: 

a Annual Adjustments to S pendi nq Li ni t. The annual adjustments to the Article X 1 1 1  B 
spending Ii mit were Ii beral i zed to be more closely Ii nked to the rate of economic grONth. 
Instead of being tied to the Consumer Price Index, the "change in the cost of living" is 
nON measured 0y the change in California per capita personal income. The definition of 
"change in population" specifies that a portion of the State's spending limit is to be 
adjusted to reflect changes in school attendance. 
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b. Treatment of Excess Tax Revenues. "Excess" tax revenues with respect to Article X 1 1 1  B 
are nON determined based on a two-year cycle, so that the State can avoid having to 
return to taxpayers excess tax revenues in one year if its appropriations in the next fiscal 
year are under its lini t. In addition, the Proposition 98 pravision regarding excess tax 
revenues was modified. After any two-year period, if there are excess State tax revenues, 
SCYA> of the excess are to be transferred to K-14 school districts with the balance returned 
to taxpayers. Under prior law, l()(YAJ of excess State tax revenues went to K - 14 school 
districts, but only up to a maximum of 4% of the schools' minimum funding level. Also, 
reversing prior law, any excess State tax revenues transferred to K-14 school districts are 
not built into the school districts' base expenditures for calculating their entitlement for 
State aid in the next year, and the State' s appropriations Ii ni t are not to be increased by 
this amount. 

c. Exclusions from Spending Limit. Two new exceptions were added to the calculation of 
appropriations which are suqject to the Article X 1 1 1  B spending I i  ni t. First, excluded are 
all appropriations for "qualified capital outlay prqjects" as defined by the Legislature. 
Second, excluded are any increases in gasoline taxes abave the current nine cents per 
gallon level, sales and use taxes on such increment in gasoline taxes, and increases in 
receipts from vehicle weight fees abave the levels in effect onJanuary 1 ,  1 990. 

d. Recalculation of Appropriations Limit. The Article X 1 1 1  B appropriations I i  ni t for each 
unit of gavernment, including the State, is to be recalculated beginning in fiscal year 
1990-91. It is based on the actual I i  ni t for fiscal year 1986--87, adjusted forward to 1990-
91 as if Proposition 111 had been in effect. 

e. School Funding Guarantee. There is a complex adjustment in the formula enacted in 
Proposition 98 which guarantees K-14 school districts a certain arrount of State general 
fund revenues. Under prior law, K-14 school districts were guaranteed the greater of 
( 1 )  a certain percentage of State general fund revenues (the "first test'') or (2) the amount 
appropriated in the prior year adjusted for changes in the cost of living (measured as in 
Article X 1 1 1  B by reference to per capita personal income) and enrol I ment ( the " second 
test''). Under Proposition 111, schools will receive the greater of ( 1 )  the first test, (2) the 
second test, or ( 3) a third test, which wi 11 replace the second test in any year when grONth 
in per capita State general fund revenues from the prior year is less than the annual 
grCMtth in California per capita personal income. Under the third test, schools will 
receive the arrount appropriated in the prior year adjusted for change in enrollment and 
per capita State general fund revenues, plus an additional srrall adjustment factor. If the 
third test is used in any year, the difference between the third test and the second test will 
become a "credit'' to schools which will be paid in future years when State general fund 
revenue grCMtth exceeds personal income grONth. 

Future Initiatives 

Article X IIIA, Article X IIIB, Article X IIIC, Article X IIID of the California Constitution and 
Propositions 98 and 111 were each adopted as measures that qualified for the ballot pursuant to the 
State's initiative process. From time to time other initiative measures could be adopted further affecting 
District revenues or the District's ability to expend revenues. 

In connection with the shift of $2.6 billion of local agency revenues to school funding aver the 
next two Fiscal Years, the Legislature and the Gavernor agreed to place Proposition lA, entitled 
" Protection of Local Gavernment Revenues," on the Navember 2, 2004 ballot (" Proposition lA" ). 
Proposition lA would amend the California Constitution to restrict when property tax revenues could be 
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shifted from cities, counties and special districts. In addition to Proposition lA, an initiative entitled 
"Local Taxpayers & Public Safety Protection Act" has qualified for the November ballot. The initiative 
would require statewide voter approval on any bill passed 0y the Legislature adversely affecting primary 
revenue streams to local government, including property tax revenues. The District is unable to predict 
the likelihood of success or failure of these initiatives or what actions will be taken in the future 0y the 
State Legislature and the Governor to deal with changing State revenues and expenditures or the impact 
such actions will have on State revenues available for education if both initiatives pass in November. 

Effect of State Budget on School Distr icts 

Most school districts in California are dependent on revenues from the State for a large portion of 
their operating budgets. School districts receive an average of about 55% of their operating revenues 
from various State sources. The primary source of funding for school districts is the revenue limit, which 
is a combination of State funds and local property taxes. State funds typically make up the majority of a 
district's revenue limit. School districts also receive substantial funding from the State for various 
categorical programs. For more detailed financial information, see "DISTRICT FINANCIAL 
INFORMATION -State Funding of Education" herein. 

The availability of State funds for public education is a function of constitutional prov1s1 ons 
affecting school district revenues and expenditures (see "CONSTITUTIONAL AND STATUTORY 
PROVISIONS AFFECTING DISTRICT REVENUES AND APPROPRIATIONS" ), the condition of the 
State economy (which affects total revenue available to the State general fund), and the annual State 
budget process. 

California Teachers' Association v. Gould. During several years in the early 1990s, the State 
realized less tax receipts than it had previously budgeted, so that in each of those years public education 
received more in funding than its ninimum entitlement under Proposition 98. (See 
"CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND 
APPROPRIATIONS - Proposition 98'' herein.) The State legislature characterized the overfunded 
amounts as "loans" to be repaid from the Proposition 98 entitlement in future years. The aggregate 
amount of these loans is approximately $1.76 billion. The validity of the loan characterization and 
repayment mechanism were challenged 0y the California Teachers' Association ("CTA" ), which sought 
to void the obligation to repay the loan amounts. 

On April 26, 1994, the Sacramento County Superior Court entered a judgment that districts are 
not obligated to repay the inter-year loans. The decision was appealed 0y the State, and pending such 
appeal, the CT A and the State reached a settlement which became final on A pri I 12, 1996. Pursuant to the 
settlement agreement, no new inter-year loans will be created; the existing loans are required to be repaid 
over an eight-year period, with districts contributing $825 million from funds allocated to education 
under Proposition 98, and the State contributing the balance of $938 nillion. The districts' contribution 
of $825 ni llion will be counted t01Vard the Proposition 98 guarantee in future years. 

Education Provisions of the California State Budget. The Governor is required 0y the State 
Constitution to propose a budget to the State Legislature no later thanJ anuary 10 of each year, and a final 
budget must be adopted 0y a 2/3 vote of each house of the Legislature no later thanJ une 15, although this 
deadline is routinely breached. The budget becomes law upon the signature of the Governor, who retains 
veto p01Ver over specific items of expenditure. State income tax, sales tax, and other receipts can 
fluctuate significantly from year to year depending on econoni c conditions in the State and the nation. 
Because funding for K-12 education is closely related to overall State income, funding levels can also 
vary significantly from year to year, even in the absence of significant education policy changes. The 
District cannot predict hOiV State income or State education funding will vary over the entire term to 
maturity of the Bonds, and the District takes no responsibility for informing 0/Vners of the Bonds as to 
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any such annual fluctuations. I nformati on about the State budget and State spending for education is 
regularly avai I able at various S tate-mai ntai ned websites. Text of the budget may be found at the website 
of the Department of Finance, www.dof.ca.qav, under the heading "California Budget." An impartial 
analysis of the budget is posted 0y the Office of the Legislative Analyst at www.lao.caqav. 

Recent Developments in State Econorrw. Since early 2001, the State has been faced with severe 
financial challenges. The major forces in the State s economic dONnturn include a decline in the high 
technology, internet and telecommunications sectors, ICMter demand for exports and large stock market 
declines. These adverse fiscal and economic factors have resulted in a serious erosion of the State's 
general fund tax revenues. The bulk of the revenue declines were from personal income taxes, principally 
from reduced capital gains realizations and stock option income. The dramatic revenue drop resulted in 
an estimated $23.6 billion shortfall between State revenues and anticipated expenditures for 2001-02 and 
2002-03 fiscal years and an estimated $38.2 billion shortfall for the 2003--04 fiscal year. 

Tax Shifts and Triple Flip. Assembly Bill No. 1755 ("AB 1755" ) ,  introduced March 10, 2003 
and substantially amended J une 23, 2003, requires the shifting of property taxes between redevelopment 
agencies and schools. OnJ uly 29, 2003, the Assembly amended Senate Bill No. 1045 to incorporate all 
of the pravisions of AB 1755, except that the Assembly reduced the amount of the required ERAF shift to 
135 mi II ion. 

Legislation commonly referred to as the "Triple Flip," was appraved 0y the voters on March 2, 
2004, as part of a bond initiative formally knCMtn as the "California Econonic Recavery Act." This act 
authorized the issuance of $15 billion in bonds to finance the 2002-03 and 2003--04 State budget deficits, 
which are payable from a fund established 0y the redirection of tax revenues through the "Triple Flip." 
Under the "Triple Flip," one-quarter of local gavernments' one percent share of the sales tax imposed on 
taxable transactions within their j uri sdi cti on are redirected to the State. I n an effort to el i ni nate the 
adverse impact of the sales tax revenue redirection on local gavernment, the legislation redirects property 
taxes in the ERAF to local gavernment. Because the ERAF monies were previously earmarked for 
schools, the legislation pravides for schools to receive other state general fund revenues.. It is expected 
that the swap of sales taxes for property taxes would terminate once the deficit financing bonds were 
repaid which is currently expected to occur in approximately 9 to 13 years. 

2004--05 State Budget - In General. The State of California faces severe budget issues for fi seal 
year 2004--05 and possibly beyond. On July 28, 2004, Gavernor Arnold Schwarzenegger signed the 
2004--05 State Budget into law. General fund revenues are estimated to be $77.3 billion, and the 2004--05 
State B udget eliminates a general fund shortfall, estimated to be $1 7 bi I Ii on, through a combination of 
program savings, borrCMting, funding shifts, and deferrals. The $105.4 billion spending plan spends $10 
billion less than prqjected baseline spending for this fiscal year. The budget contains no new tax 
increases, and includes temporary funding cuts for local gavernments and schools. The largest amount of 
borrCMting - $2.7 billion - comes from bond issues appraved 0y Proposition 57 in March 2004. The 
bonds will be paid out 0y diverting a portion of the state sales taxes aver nine years. 

2004--05 State Budget - K -12 Education. I n recognition of the State's fi seal condition, the State 
and the State's education community have agreed to rebase the Proposition 98 funding guarantee for 
2004--05 0y $2 billion and direct available funding to certain specific priorities. The 2004--05 State 
Budget maintains this agreement. Additionally, funding required under Proposition 98 for 2002-03 and 
2003--04 that was not anticipated in the budgets for those years will be pravided as part of a multi-year 
settle-up of Proposition 98 obligations, beginning in 2006-07. The $2 billion annual savings from 
rebasi ng the guarantee wi 11 eventually be reduced in the future when general fund revenue grONth 
exceeds personal income grONth. Also, beginning in 2006-07, $150 million per year will be pravided to 
settle-up an estimated $1.2 billion in various prior-year Proposition 98 obligations dating back to 1995--96 
and including 2002-03 and 2003--04. 
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Despite the proposed rebasing of the guarantee, there is approximately $2.3 billion in additional 
funding capacity within the Proposition 98 budget for 2004--05 compared to the 2003--04 enacted Budget. 
Additionally, the 2004-05 State Budget reflects $302 nil lion in general fund reserves for Proposition 98, 
which were generated 0y increased revenues reflected in the final budget agreements. The general fund 
contribution to the guarantee increases 0y $3.6 billion from 2003--04 to 2004-05, while the local revenue 
contribution (ad valorem property taxes) is reduced 0y $2.8 billion. This large funding shift reflects the 
agreement with California's local governments to shift Vehicle License Fee revenues to the State, replace 
those revenues with additional ad valorem property tax allocations, and hold schools harmless 0y 
providing additional general fund rroneys and real I ocati ng I ocal ad val orem property taxes. Additionally, 
there is modest grONth in the underlying ad valorem property tax estimate, and the portion of school 
property tax shifted to cities and counties for the deficit bond financing arrangement is $1.136 billion, 
which represents a savings to the general fund of the same arrount as compared to the original deficit 
bond-financing proposal in the 2003--04 State Budget. Ad valorem property taxes are increased and 
general fund for Proposition 98 is saved 0y $1.3 billion as part of the local government agreement. 

In total, the Proposition 98 portion of the 2004--05 State Budget reflects general fund budget 
solutions of $4.44 billion in 2004--05. This is an 11.5-percent reduction in general fund cost savings 
realized with the adoption of these solutions. Additionally, the K-12 budget reflects $170.9 million in 
non-Proposition 98 general fund savings, arrounting to a 14.4-percent savings from the non-Proposition 
98 portion of the K-12 Budget, excluding debt service. 

Total funding from all sources is increasing for K-12 education. An increase of $2.2 billion over 
2003--04 brings total funding to $58.9 billion. From 2003--04 to 2004-05, general fund dollars for K - 12 
spending increases 0y $4.3 billion, while ad valorem local property taxes fall 0y $2.4 billion and federal 
funds grCMt 0y $422.5 million. Major general fund changes include the follONing: 

• An increase of $2.8 billion to Proposition 98 general fund. 
• An increase of $397 million in the use of Proposition 98 Reversion Account funds. 
• An increase of $590.9 nillion in contributions to the State Teachers' Retirement System. 
• An increase of $737.9 million in bond debt service. 
• A net decrease for emergency loans to school districts ($60 million in 2003--04 and 

repayment of $178 ni 11 ion in 2004--05). 

Other significant features of the 2004-05 State Budget for K-12 school districts include: 

• Enrollment GrCMtth: The 2004--05 State Budget reflects $508.5 million to provide 
enrollment grONth increases for apportionments ($4 12.3 million), Special Education 
($35.6 million), and other categorical programs ($60.6 million). 

• Cost of Living Adjustrrents (COLA): The 2004-05 State Budget includes $1  billion to 
provide a 2.41-percent COLA increase to K - 12 programs. Included in this amount is 
funding for apportionments ($740.5 nil lion), Special Education ($9 1 ni llion), and other 
categorical programs ( $173. 7 mi 11 ion). 

• Revenue Lini ts: Revenue limit funding constitutes the basic funding source for 
classroom instruction. The 2004--05 State Budget provides a net increase of over $1.2 
billion to district and county office of education revenue Ii ni ts. This includes funding for 
enrollment grONth, a COLA adjustment, equalization, increases in the cost of 
U nemplayment Insurance reimbursements, and $270 million to reduce the deficit factor 
on base revenue limits from 1.2% to 0.3°A> . 
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• Equalization: The 2004-05 State Budget includes $109.9 ni llion for equalization of 
school district revenue lini ts. This closes 26°A> of the rerraining gap of the targeted 
percenti I e of the di stri buti on of revenue Ii ni ts. 

• U nerrpl oyment I nsurance: The 2004--05 State B udget provides $120. 1 ni I Ii on to fully 
fund the increase in local education agency Unemployment Insurance reimbursements. 
This increase is attributable to an increase in the Unemployment Insurance rate from 
0.3CYA> of prqjected salaries, to 0.65% . 

• Public Errployees' Retirement System (PERS) Offset The 2004-05 State Budget reflects 
net reductions to district and county office revenue limits of $155.9 million to reflect 
savings provided by current PERS contribution rates. Included in this amount is over 
$36 million to local education agencies to ni tigate the PERS offset to revenue limits, 
which provides additional general purpose revenues. 

• Special Education: The 2004-05 State Budget includes an additional $38.4 nillion to 
partially fund a revised formula for allocating funds for pupils with exceptional needs 
who reside in licensed children's institutions. The 2004-05 State Budget also includes 
$100 million for the provision of mental health services for children with exceptional 
needs, suqject to legislation to clarify responsibilities for service delivery. In total, the 
2004--05 State Budget provides over $2.7 billion in general fund and nearly $1.1  billion 
in federal funds for Special Education. 

• Instructional Materials: The 2004--05 State Budget includes $363 nillion in ongoing 
funding for instructional rrateri al s, representing an increase of $188 ni II ion over the 
previous fiscal year. Of this arrount, $30 million is allocated on a one-time basis for the 
purchase of supplemental rraterials to help students with a prirrary language other than 
English quickly develop grade-level English language skills. Additionally, $138 ni llion 
is appropriated for the purchase of standards-aligned rraterials for schools ranked in 
deciles 1 and 2 of the Academic Perforrrance Index. This appropriation is intended to 
address issues raised in the Williarrs v. State of California litigation. 

• Deferred Maintenance: The 2004--05 State Budget includes $250.3 ni llion for district 
deferred rraintenance needs. The level budgeted fully funds the program. This 
represents an increase of $173. 3 ni 11 ion over the 2003--04 I evel. 

• Williarrs v. State of California Litigation: The 2004--05 State Budget includes $50 
million in 2003--04 Proposition 98 funding available for funding onetime assistance to 
students and schools as a part of efforts to settle this litigation that has raised issues about 
the disparate availability of qualified teachers, well-maintained facilities, and up-to-date 
instructional rraterials in schools serving predominantly ICM!'-i ncome, minority, and 
Engl i sh-learning students. 

• Reading First The 2004--05 State Budget includes $174.2 ni llion federal funds for the 
Reading First program, including $29.6 nillion from prior years. The funding is 
available to: (1) support the two existing cohorts of Reading First districts; (2) provide 
funding for a third cohort; and (3) increase the funding rate available for all three cohorts 
to $8,000 per teacher on a onetime basis. 

• Accountability: The 2004-05 State Budget provides $423.2 million ($249.2 million 
Proposition 98 general fund) for prograrrs to assist and prorrote academic performance. 
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• Pupi I Testi ng: The 2004--05 State B udget provides $ 1 1 2.6 ni I l i on ($77 mi I I  i on 
Proposition 98 general fund) for various stateNide assessrrents which provide val uabl e 
i nforrrati on to parents, teachers, schools, and the State regardi ng pupi I perforrrance and 
are the foundation of the State' s accountabi l ity system. 

Future State B udgets. The Di stri ct cannot predict what i mpact any future State budgets wi l l  have 
on the fi nancial conditi on of the Di strict, although given the rragnitude of the prqjected deficit it is near 
certain that school di stricts i n  Cal ifornia wi 1 1  be negatively impacted to sorre extent. H ONever, the Bonds 
are secured 0y ad valorem property taxes levied on taxable properties withi n the Di stri ct, and therefore 
are not di rectly dependent on fi nancial support from the State of Cal ifornia The B onds are general 
obl igations of the Distr ict. The State i s  not obl igated and wi l l  not pay debt service on the B onds. 

THE STATE HAS NOT ENTERED I NTO ANY CONTRACTUAL COM M ITM E NT W ITH 
THE DISTRICT, THE U NDE RW RITE R OR THE OW NERS OF THE BONDS TO PROV I DE STATE 
B U DG ET I N FORMATION TO THE D ISTR ICT OR TH E OW NERS OF THE BONDS .  ALTHOUGH 
THEY B E L I EV E  THE STATE SOU RCES OF  I NFORMATION L I STED ABOVE ARE REL IAB LE ,  
N E ITHE R  THE DISTR ICT NOR THE U NDE RWR ITER ASSU M ES ANY RESPONS I B I L ITY FOR 
THE ACCU RACY OF THE STATE B U DG ET I N FORMATION SET FORTH OR REFERRED TO 
H E RE I N  OR I NCORPORATED BY REFE RENCE HERE I N .  

THE REMA I NDER OF THE PAGE I S  I NTENTI ONALLY B LANK 
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DISTRICT Fl NANCIAL INFORMATION 

The inforrration in this section concerning the State funding of public education is pravided as 
supplementary inforrration only, and it should not be inferred from the inclusion of this inforrration in 
this Official Statement that the principal of or interest on the Bonds is payable from State revenues. The 
Bonds are payable from the proceeds of an ad valorem tax which is required to be levied 0y the County in 
an arrount sufficient for the payment thereof. 

State Funding of Education 

As a whole, California school districts receive a significant portion of their funding from State 
appropriations. As a result, decreases in state revenues significantly affect appropriations made to school 
districts. 

Annual state apportionments of basic and equalization aid to school districts for general purposes 
are computed up to a revenue limit per unit of average daily attendance ("A.D.A." ). Generally, these 
apportionments amount to the difference between a district's revenue I i  ni t and its property tax al location. 
The revenue limit calculations are adjusted annually in accordance with a number of factors designed 
primarily to pravide cost of living increases and to equalize revenues arrong all California school districts 
of the same type. The District's historical A.D.A. and base revenue lini t since 1997-98 and projected 
through 2006-07 are shCMtn bel ON: 

Fiscal Year 
1998-99"1< 

1999--00 
200)-01 
2001-02 
2002-03 
2003--04 
2004-05( l )  
2005--06(l)  
2006-07 1 ) 

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
A.D.A. AND BASE REVENUE LIM IT 

1998-99 through 2006-07 1 ) 

Average Daily Attendance 
5,661 
5,643 
5,633 
5,631 
5,617 
5,783 
5,791 
5,791 
5,791 

Base Revenue Limit 
$4,060.54 

4,118.54 
4,250.54 
4,417.54 
4,506.54 
4,591.54 
4,729.83 
4,839.31 
4,970.78 

'' The A.D.A.  for 1 998---99 and thereafter reflect legislation requi ring A.D.A.  to be based on actual attendance only. 
(l) Projected. 
Source: The District. 

In 2003--04, the District estimates it received $26, 193,994 from revenue I i  mit sources, accounting 
for approximately 60.B>A> of its general fund revenue. For 2004-05, the District prqjects that it will 
receive $27,381,977 of revenue limit sources income, which is approximately 65.7% of its prqjected 
general fund revenue. 

Funding from the State Lottery 

In Navember 1984, the voters of the State appraved a constitutional amendment establishing a 
State lottery (the "State Lottery" ), the net revenues of which are used to supplement rroney allocated to 
public education. This amendment stipulated that the funds derived from the State Lottery be used for the 
education of students and prohibited their use for non-instructional purposes, such as the acquisition of 
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real property, the construction of facilities or the financing of research. State Lottery net revenues -
gross revenues less prizes and administration expenses - are allocated by computing an amount per 
A.D.A, which is derived by dividing the total net revenues figures by the total A.D.A. for grades K-12, 
community colleges, the University of California system and other participating educational institutions. 
Each school district receives an amount equal to its total A.D.A multiplied by the per A.D.A. figure. The 
District estimates it received $721,000 as its 2003--04 allocation (approximately l .llA> of general fund 
revenues) and prqjects it will receive $714,630 as its 2004--05 allocation (approximately l .llA> of 
projected general fund revenues). 

Other State Revenues 

As discussed above, the District receives State apportionment of basic and equalization aid in an 
amount equal to the difference between the District's revenue limit and its property tax revenues. In 
addition to such apportionment revenue, the District receives substantial other State revenues ("Other 
State Revenue" ). It is estimated that for 2003--04, Other State Revenue will have accounted for 
approximately $6,309,262 (14.6% of total general fund revenues). In 2004-05, Other State Revenue is 
projected to equal approximately $6,211,595 ( 14.9>A> of total general fund revenues). 

Other Local Revenues 

In addition to property taxes, the District receives other local revenues. These other local 
revenues equaled $2,860,285 (approximately 6.6% of the total general fund revenues) in fiscal year 2002-
03, are estimated to equal approximately $2,570,713 (approximately 6.2% of the total general fund 
revenues) in fiscal year 2003--04, and are prqjected to equal approximately $2,570,7 13 in fiscal year 2004-
05 (approximately 6.1 l>A> of the total general fund revenues). 

Developer Fees. The District maintains a fund, separate and apart from the general fund, to 
account for developer fees collected by the District. As of July 2004, residential development was 
assessed a fee of $2.24 per square foot for residential units and commercial and industrial development 
was assessed a fee of $.36 per square foot. As of June 30, 2004, there was a balance of $1,005, 134.97 in 
this fund. The foll01Ving table lists the annual developer fees collected since fiscal year 1997-98. 

( l )  Projected. 
Source: The D istrict. 

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
COLLECTED DEVELOPER FEES 

1997-98 through 2004-05( 1 ) 

Fiscal Year 

1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003--04 
2004-05( 1) 

30 

Amount 

$492,899.00 
932,447.80 

1, 158,304.00 
1,254,969.40 

873,251.55 
808,694.45 

1,005, 134.97 
1 , 000, 000. 00 



Federal Revenues 

The federal gavernment pravides funding for several District programs, including special 
education programs, programs under the Educational Consolidation and I rnpravement Act, and 
specialized programs such as Drug-free Schools. It is estimated that the federal revenues, rrost of which 
are restricted, were approximately 17.96°A> of general fund revenues in fiscal year 2003--04, and are 
projected to equal approximately 13.19>A> of general fund revenues in fiscal year 2004--05. 

Budget Process 

The District is required by pravisions of the State Education Code to maintain a balanced budget 
each year, in which the sum of expenditures and the ending fund balance cannot exceed the sum of 
revenues and the carry-Oller fund balance from the previous year. The State Department of Education 
imposes a uniform budgeting and accounting format for school districts. The budget process for school 
districts was substantially amended by A.B. 1200, which became law on October 14, 1991. Portions of 
A.B. 1200 are summarized belCMt. 

School districts must adopt a budget on or before July 1 of each year. The budget must be 
submitted to the county superintendent of schools within five days of adoption or by July 1, whichever 
occurs first. A district may be on either a dual or single budget cycle. The dual budget option requires a 
revised and readopted budget by September 8 that is suqject to State-mandated standards and criteria. 
The revised budget must reflect changes in projected income and expenses subsequent to July 1. The 
single budget is only readopted if it is disappraved by the county office of education, or as needed. The 
District is on a single budget cycle and adopts its budget on or beforeJ uly 1. 

For both dual and single budgets subni tted onJ uly 1, the county superintendent will examine the 
adopted budget for compliance with the standards and criteria adopted by the State Board of Education 
and identify technical corrections necessary to bring the budget into compliance, will deternine if the 
budget al I CMts the district to meet its current obi i gati ons and wi 11 deterni ne if the budget is consistent with 
a financial plan that will enable the district to meet its multi-year financial commitments. On or before 
August 15, the county superintendent will apprave or disapprave the adopted budget for each school 
district. Budgets will be disappraved if they fail the abave standards. The district board must be notified 
by August 15 of the county superintendent's recommendations for revision and reasons for the 
recommendations. The county superintendent may assign a fiscal advisor or appoint a committee to 
examine and comment on the superintendent's recommendations. The committee must report its findings 
no later than August 20. Any recommendations made by the county superintendent must be made 
available by the district for public inspection. The law does not pravide for conditional appravals; 
budgets must be either appraved or disappraved. No later than August 20, the county superintendent 
must notify the Superintendent of Public Instruction of all school districts whose budget has been 
di sappraved. 

For all dual budget options and for single budget option districts whose budgets have been 
disappraved, the district must revise and readopt its budget by September 8, reflecting changes in 
projected income and expense since July 1, including responding to the county superintendent's 
recommendations. The county superintendent must determine if the budget conforms with the standards 
and criteria applicable to final district budgets and not later than October 8 will apprave or disapprave the 
revised budgets. If the budget is disappraved, the county superintendent will call for the formation of a 
budget review committee pursuant to Education Code §42127.1. Until a district's budget is appraved, the 
district will operate on the lesser of its proposed budget for the current fiscal year or the last budget 
adopted and reviewed for the prior fiscal year. 
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S i nce the i mplementation of A.B . 1 200, the District has never had an adopted budget di sappraved 
0y the County Superi ntendent of Schools, and has never received a "  qual i fied" or negative certificati on of 
an I nteri m F inancial Report pursuant to A.  B . 1 200. 

FAL L B ROOK U N I ON E L E M E NTARY SCHOOL DI STR I CT 
COM PAR I SON OF  G E N E RAL F U N D  B U DG ETS 

2002--03 and 2003--04 and 

R E V E N U E S  
Revenue L i mit Sources 
Federal Revenues 
Other State Revenue 
Other Local Revenue 
Total Revenues 

E X P E NDI TU R E S  
I nstruction 
I nstruction - Related Services 
Pupi l Services 
Community Services 
General Administration 
Plant Services 
Debt Service: 

Pri nci pal 
I nterest 

Certificated Salaries 
Classified Salaries 
E mployee Benefits 
Books & Suppl ies 
Services, Other Operati ng Expenses 
Capital Outlay 
Other Outgo 
Di rect S upport� ndi rect Costs 
Total Expenditures 

E X C E SS OF R E V E N U E S  OV E R  
( U NDE R)  E X P E NDI T U R E S  

OTH E R  F l  NANCI  NG 
SOU RCE StUSES) 
I nterfund Transfers I n 
I nterfund Transfers Out 
Total Other F i nanci ng Sources (Uses) 

Net I ncrease ( Decrease) i n  F und 
B alance 

F und B alance ( Deficit) , J uly 1 
F und B alance ( Deficit) ,  J une 30 

Adopted B udget for 2004--05 

Adopted 
B udget 

F i scal Y ear 
2002-03 

$25,707,520 
4,71 7,263 
6,730,609 
2,529,934 

$39,685,326 

2 1 ,523,427 
6,358,526 
7,908, 581 
1 ,929, 501 
3,048, 1 67 

2 1 ,000 
1 61 ,627 
(55,000) 

$40,895,829 

( 1 ,21 0,503) 

1 ,632,531 
1 , 1 87,500 
(445,031 )  

(765,742) 

$3,767,072 
3,001 ,600 

Audited 
F i scal Y ear 

2002-03 

$26, 1 84,635 
7,369,01 2 
6,469,350 
2,708.424 

$42,731 ,421 

26,550,41 6 
4,278,2 1 4  
3,920,629 

201 ,706 
2,698,047 
3,543,350 

69,299 
8,033 

$41 ,269,694 

1 ,461 ,727 

2,71 9,495 
( 4,405,891) 
( 1 ,631 ,396) 

( 1 69,669) 

$3,767,072 
3,597,403 

Adopted 
B udget 

F i scal Y ear 
2003--04 

$25,370, 1 78 
4,91 0,61 3 
5,832,520 
2,633.422 

$38,746,733 

20,575, 1 98 
6, 1 03,740 
8,777,71 6 
1 ,948,398 
2,676,009 

27,500 
77,331 

(86,733) 
$40,099, 1 59 

( 1 ,352,426) 

1 ,728,994 
1 , 1 87,500 

41 ,494 

(81 0,932) 

$3,597,402 
2,786,470 

E sti mated 
Actuals 

F i scal Y ear 
2003--04 

$26, 1 93, 994 
7,741 ,289 
6,309,262 
2,860,285 

$43, 1 04,840 

2 1 ,628,887 
6,493,877 
9,079,897 
4,598,71 1 
3,629,581 

50,51 0 
77,331 

(88,733) 
$45,472,061 

(2,367,221 )  

3,260,304 
1 ,768,031 
1 ,492,273 

(874,948) 

$3,597,403 
2,722,455 

Adopted 
B udget 

F i scal Y ear 
2004--05 

$27,381 ,977 
5,495,072 
6,21 1 , 595 
2,570,71 3 

$41 ,659,357 

2 1 ,676, 1 31 
6,076,41 6 
9,359,71 0 
2, 583,41 1 
3, 1 85,768 

23,590 
1 ,259 

( 1 36,733) 
$42,751 , 552 

( 1 ,092, 1 95) 

1 , 595,321 
1 , 1 98,000 

397,321 

(694,874) 

$2,722,455 
2,027,581 

Source: The District' s  audited financial statements as i ndicated for fi scal year 2002-03 and the District for fi scal year 2002-03 adopted 
budget, fi seal year 2003--04 adopted budget and esti mated actuals and fi seal year 2004--05 adopted budget. 
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Accounting Practices 

The accounting policies of the District conform to generally accepted accounting principles in 
accordance with policies and procedures of the California School Accounting Manual. This manual, 
according to Section 410 10 of the California Education Code, is to be foll01Ved by all California school 
districts. 

District accounting is organized on the basis of fund groups, with each group consisting of a 
separate set of self-balancing accounts containing assets, liabilities, fund balances, revenues and 
expenditures. The major fund classification is the general fund which accounts for all financial resources 
not requiring a special fund placement. The District's fiscal year begins onJ uly 1 and ends onJ une 30. 

District expenditures are accrued at the end of the fiscal year to reflect the receipt of goods and 
services in that year. Revenues generally are recorded on a cash basis, except for items that are 
susceptible to accrual (measurable and/or available to finance operations). Current taxes are considered 
susceptible to accrual. Revenues from specific state and federally funded prqjects are recognized when 
qualified expenditures have been incurred. State block grant apportionments are accrued to the extent 
that they are measurable and predictable. The State Department of Education sends the District updated 
inforrration from time to time explaining the acceptable accounting treatment of revenue and expenditure 
categories. 

Financial Statements 

The District's general fund finances the legally authorized activities of the District for which 
restricted funds are not pravided. General fund revenues are derived from such sources as State school 
fund apportionments, taxes, use of money and property, and aid from other gavernmental agencies. The 
follONing table shONs the audited general fund revenues, expenditures and fund balances for the District 
for 1999-2000, 2000-01, 2001-02, 2002-03, the esti rrated actual general fund revenues, expenditures and 
fund balances for 2003--04 and the adopted budget general fund revenues, expenditures and fund balances 
for 2004-05 . Excerpts from the audited financial statements of the Di strict for the fi seal year ended June 
30, 2003, are included in APPENDIX A hereto. 
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FAL L B ROOK U N I ON E L E M E NTARY SCHOOL DI STR I CT 
G E NE RAL F U ND 

REVE NUES ,  EX PE NDITU R E S  AND F U ND BALANC ES 
2000-01 throu gh 2004--05 

E sti mated Adopted 
Audited Audited Audited Aud ited Actuals B udget 
1 999-00  2000-2001 2001 -02 2002-03 2003--04 2004--05 

R E V E N U E S :  
Revenue L i mit Sources: 
State Apportionments $7,353,876 $ 1 0, 1 76,746 $9,963, 1 41 $ 1 0,067,236 
L ocal Sources 1 4,825,441 1 4,750,21 4  1 5,927,61 1 1 6, 1 1 7,399 

Total Revenue L i mit $22, 1 79,31 7 $24,926,960 $25,890,752 $26, 1 84,635 $26, 1 93, 994 $27,381 ,977 
Federal Revenue 5,731 ,080 4, 1 27,629 6,023,777 7,369,01 2 7,741 ,289 5,495,072 
Other State Revenue 6,823,883 8,21 6,962 7, 1 35,549 6,469,350 6,309,262 6,2 1 1 ,595 
Other Local Revenue 2,5 1 2,991 2,774,480 2,647,891 2,708,424 2,860,285 2,570,71 3 

TOTAL R E V E N U E S  $37,247,271 $40,046,031 $41 ,697,969 $42,731 ,421 $43, 1 04,840 $41 ,659,357 

E X P E N D I T U R E S :  
I nstructi on $26, 550,41 6 
I nstruction - Related Services 4,278,2 1 4  
Pupi l Services 3,920,629 
Community Services 201 ,706 
General Admi nistration 2,698,047 
Plant Services 3,543,350 
Debt Service: 

Princi pal 69,299 
I nterest 8,033 

Certificated Salaries $ 1 9, 1 81 ,966 $21 ,208, 1 20 $21 ,631 , 1 99  $21 ,628,887 $21 ,676, 1 3 1 
C lassified Salaries 5,624,854 6,453,494 6,61 0,943 6,493,877 6,076,41 6 
E mployee B enefits 6, 1 30,444 7, 1 58,309 7,400,028 9,079,897 9,359,71 0 
B ooks & S uppl ies 2,086,71 7 2,31 0,395 1 ,964,372 4,598,71 1 2,583,41 1 
Services & Operating Expenses 2,425,862 3,01 1 ,060 2,577,751 3,629,581 3, 1 85,768 
Capital Outlay 964,847 521 ,302 303, 1 96  50,51 0 23,590 
Other Outgo 0 4,857 0 77,331 1 ,259 
D irect Support (55,000) (55,000) (55,000) ---------- (88,733) ( 1 36,733) 

TOTAL EXPE N DI T U R E S  $36,359,690 $40,61 2,537 $40,432,489 $41 ,269,694 $45,472,061 $42,751 ,552 

Excess of Revenues over (under) 
Expenditures $887,581 ($566,506) $1 ,265,480 $ 1 ,461 ,727 ($2,367,221 )  ( $ 1 ,092, 1 95) 

OTH E R  F l  NANC I NG 
SOU R C E S tUSES) :  

Operating Transfers I n  $2,388,541 $2,21 8,937 $2,287,455 $2,71 9,495 $3,260,304 $1 ,595,321 
Operating Transfers Out 3, 1 2 1 ,940 1 ,643,01 1 3,436,801 (4,405,891 ) 1 ,768,031 1 , 1 98,000 
Other Sources ( Uses) (247,933) ( 1 99,756) ( 1 61 ,627) 

Total Other F i nanci ng Sources (U ses) (981 ,332) 376, 1 70 ( 1 ,31 0,973) ( 1 ,631 ,396) 1 ,492,273 397,321 
Excess of Revenues and Other F inanci ng 
Sources Over (U nder) Expenditures and 
Other U ses (93,75 1 )  ( 1 90,336) (45,493) ( 1 69,669) (874,948) (694,874) 

F U N D  BALANC E , J  U L  Y 1 $4,096,652 $4,002,901 $3,81 2,565 $3,767,072 $3,597,403 $2,722,455 
F U N D  BALANC E , J  U N E  30 $4,002,901 $3,81 2,565 $3,767,072 $3,597,403 $2,722,455 $2,027,581 

Source: The District' s audited fi nancial statements for fi scal years 1 999--00, 2000-2001 , 2001 -02, 2002-03 and the District 
for U naudited Actuals for fi scal year 2003--04 and adopted budget 2004--05. 
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Distr ict Debt Structure 

Long Term Debt. A schedule of long-term debt from the audited financial statements of the 
District for the fiscal year endedJ une 30, 2003, is sh01Vn in the table belCMt. The audit for the fiscal year 
endedJ une 30, 2004 is not corrµlete but the District does not expect a significant change in the schedule 
except for the addition of the Bonds. 

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
SCHEDULE OF LONG TERM DEBT, AS OF J UNE 30, 2003 

Governrrental Activities 
General Obligation Bonds 
Capital Leases 
Col11')ensated Absences* 
Totals 

*other long-term l i abi l ities 

B eginni ng 
Balance 

$ 0 

2,038,428 
144,880 

$2, 1 83,308 

Increases 

$ 22,505,371 
0 
0 

$22, 505, 371 

Source: The District' s audited fi nancial statements for fi seal year ended J une 30, 2003. 

Decreases 

$ 0 

431 , 1 38 
10,703 

$441,841 

E nding 
Balance 

$ 22, 505, 371 
1 ,607,290 

1 34. 1 77 
$24,246,838 

Capital Leases. The District leases facilities and equipment under agreements which provide for 
title to pass upon expiration of the lease period. As of the District's audited financial statements for fiscal 
year endedJ une 30, 2003, future minimum lease payments are as sh01Vn in the table bel01V: The audit for 
the fiscal year endedJ une 30, 2004 is not complete but the District does not expect a significant change in 
the schedule. 

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
SCHEDULE OF CAPITAL LEASE PAY MENTS, AS OF J ULY 1, 2003 

Year E nding I une 30, 

2004 
2005 
2006 
2007 
2008 

Total M i ni m.1m Lease Payrrents 
Less A rmunt Representing I nterest 

Net M ini m.1m Lease Payrrents 

Lease Payrrents 

$533,404 
457, 332 
377,023 
298, 314 
1 30,877 

$ 1 ,796,950 
(1 89,660) 

$1 ,607,290 

Source: The District' s audited fi nancial statements for fi scal year endedJ une 30, 2003. 

Statement of Direct and Overlapping Debt. Set forth belCMt is a direct and overlapping debt 
report (the "Debt Report'') prepared by California Municipal Statistics, Inc. and effective 
September 1, 2004. The Debt Report is included for general information purposes only. The District has 
not revieNed the Debt Report for completeness or accuracy and makes no representation in connection 
thereNith. 

The Debt Report generally includes long-term obligations sold in the public credit markets by 
public agencies whose boundaries overlap the boundaries of the District in whole or in part. Such long-
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term obligations generally are not payable from revenues of the District (except as indicated) nor are they 
necessarily obligations secured 0y land within the District. In rrany cases, long-term obligations issued 
0y a public agency are payable only from the general fund or other revenues of such public agency. 

The contents of the Debt Report are as follONs: (1) the first column indicates the public agencies 
which have outstanding debt as of the date of the Debt Report and whose territory averlaps the District; 
( 2) the second column shONs the respective percentage of the assessed valuation of the averl appi ng public 
agencies identified in column 1 which is represented 0y property located in the District; and (3) the third 
column is an apportionment of the dollar arrount of each public agency's outstanding debt (which amount 
is not sh01Vn in the table) to property in the District, as determined 0y multiplying the total outstanding 
debt of each agency 0y the percentage of the Di strict' s assessed valuation represented in column 2. 

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
STATEMENT OF DIRECT AND OVERLAPPING BONDED DE BT 

2004-05 Assessed Valuation: $3,744,41 6,657 

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable 
Metroi:x>litan Water District 0.271% 
Fall brook Union High School District 64.975 
Fall brook Union Elementary School Distr ict 1 00. 
Fall brook Public Utility District De Luz No. 2 1 00. 
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT 

OVERLAPPING GENERAL FUND OBLIGATION DEBT: 
San Diego County General Fund Obligations 
San Diego County Pension Obi igations 
San Diego County Superintendent of Schools Obligations 
Pal orrar Community College District Certificates of Participation 
Fall brook Sanitary District Certificates of Participation 
RainlnN Municipal Water District Certificates of Particip.1tion 
TOTAL OVERLAPPING GENERAL FUND OBLIGATION DEBT 

COMB INED TOTAL DEBT 

( l )  Excludes issue to be sold. 

1 .452% 
1 .452 
1 .452 
6.478 

1 00. 
37.900 

Debt 9/1 /04 
$ 1 ,2 1 2,657 

1 4,372,51 6 
26,579,843( l ) 

620,000 
$42,785,01 6 

$ 5,81 5 ,400 
1 8, 1 82,567 

28,278 
590, 1 46 

9,520,000 
723,890 

$34,860,281 

$77,645,297(2) 

(2) Excludes tax and revenue anticip.1tion notes, enterprise revenue, rmrtgage revenue and tax al location bonds and 
non-bonded capital I ease obi i gati ons. 

Ratios to 2003-04 Assessed Valuation: 
Direct Debt ( $26, 579,843) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  O.?g>/o 
Total Direct and Overlapping Tax and Assessrrent Debt ........ 1 .28>/o 
Cornbi ned Total Debt .............................................................. 2. 32% 

STATE SCHOOL B UILDING AID REPAYABLE AS OF 6/30;04: $0 

2003-04 Typical Total Tax Rate (TRA 75-002) : 1 .03508 

Source: Cal i fornia M unici pal Statistics, I nc. 
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THE DISTRICT 

The inforrm.tion in this section concerning the operations of the District and the District's 
operating budget are pravided as supplementary inforrm.tion only, and it should not be inferred from the 
inclusion of this inforrm.tion in this Official Statement that the Maturity Value, principal of or interest on 
the Bonds is payable from the general fund of the District. The Bonds are payable from the proceeds of 
an ad valorem tax required to be levied 0y the County in an arrount sufficient for the payment of the 
Bonds. See "THE BONDS -Security" herein. 

General Infor mation 

The District is located approxirm.tely 40 niles north of the city of San Diego, encompasses 
approxi rm.tely 260 square ni I es, and serves al I of the tONnshi p of F al I brook, and al I or a portion of the De 
Luz area of the County, the U.S. Marine Corp. Base at Camp Pendleton, and certain other unincorporated 
areas of the County. The District, established in 1876, is a union elementary school district, serving 
students in grades kindergarten through eighth. The District operates eight elementary schools for 
kindergarten through sixth grade students, and one junior high school for seventh and eighth grade 
students. Total enrollment in the District for the 2003--04 school year was 6,092 students. 

The total average daily attendance for the 2003--04 academic year was 5,783. On average the 
pupi I-teacher ratio is approxi rm.tely 20: 1 in grades kindergarten through third; 32: 1 in grades fourth 
through eighth. 

Administration 

The District is gaverned 0y a five---rrember Board of Trustees (the " Board" ), each of which is 
elected to a four-year term. Elections for positions to the Board are held every two years, alternating 
between two and three available positions. Current members of the Board, together with their office and 
the date their term expires, are Ii sted bel ON: 

Name 

Wendy Bradshaw 
Patty deJ ong 
Dr. Maurice F. Bernier, Ed.D. 
Anne Renshaw 
Paul Schaden 

Office 

President 
Vice President 

Member 
Member 
Member 

Term Expiration Date 

December 2004 
December 2006 
December 2006 
December 2004 
December 2006 

James M. Choate, the Superintendent of the District, is responsible for administering the affairs of 
the District in accordance with the policies of the Board. Other adninistrators include Rayrrond N. 
Proctor, Assistant Superintendent, Business Services. Descriptions of these administrators' backgrounds 
are as follONs: 

l ames M. Choate, Superintendent - Mr. Choate is in his fourth year as Superintendent of the 
District. Mr. Choate has served the District for thirty-two years, as a classroom teacher, assistant 
principal, principal, eight years as the Assistant Superintendent of Curriculum and Instruction. In 
addition, Mr. Choate has held leadership roles in service clubs, boards of charitable organizations and 
director of a community-based foundation. He received his Bachelor of Arts degree in History and a 
Masters of Arts in Education Curriculum from California State University Long Beach, and was 
recognized as the regional curriculum Adninistrator of the Year in 2000. 
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Rayrrond N. Proctor, Assistant Superintendent, Business Services - Rayrrond N. Proctor is in his 
tenth year as Assistant Superintendent, Business Services of the District. Prior to working with the 
District, he was the Business Manager for the Bonsall Union School District in Bonsall, California. In 
total, he has spent approximately nineteen years in the accounting services field of education in 
California. Mr. Proctor received both a Bachelor of Business Administration degree in Accounting and a 
Masters in Business Adninistration degree and from National University in San Diego, California. 

Employee I nfor rnation 

Number of Certificated and Classified Employees. The foll01Ving sh01Vs the number of 
certificated and classified employees of the District by fi seal year si nee 1997-98. 

Source: The District 

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
EMPLOYEES 

Fiscal Y ear 

1997-98 
1998--99 
1999-00 
2000-01 
2001--02 
2002--03 
2003--04 
2004--05 

1997-98 through 2004--05 

Certificated E mpl wees 

285.00 
295.75 
297.75 
306.20 
300.20 
295.10 
289.30 
309.70 

Classified Emplwees 

254 
254 
295 
297 
287 
293 
261 
288 

L abor Bargaining Units. The certificated employees of the District are represented by the 
Fallbrook Elementary Teachers Association as their exclusive bargaining agent and are covered by a 
contract that wi 11 expire December 31, 2004. Negotiations to renew the contract are ongoing and 
proceeding as anticipated by the District. The classified employees are represented by California School 
Employee Association and are covered by a contract that will expireJ une 30, 2005. 

Teacher Salaries. The beginning teacher salary in the District is $36,962. The average teacher 
salary is $67,819 and the highest teacher salary is $77,0 12. The District ranks 14th in terms of salary 
schedules as compared to 35 other school districts in the County on 20-year earnings for certificated 
employees. 

Distr ict Retir ement Systems 

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

All full-time certificated employees participate in STRS, a cost-sharing, multiple-employer 
contributory public employee retirement system STRS provides retirement and disability benefits and 
survivor benefits to beneficiaries. Benefit provisions are established by State statutes, as legislatively 
amended, within the State Teachers' Retirement Law. 
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All full-time and some part time classified emplayees participate in PERS, a cost-sharing 
multiple-emplayer contributory public emplayee retirement system that acts as a common investment and 
adninistrative agent for participating public entities within the State of California. PERS pravides 
retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan members 
and beneficiaries. Benefit pravision are established 0y the State statutes, as legislatively amended, with 
the Public Emplayees' Retirement Laws. The District is part of a "cost-sharing" pool within PERS. One 
actuarial valuation is performed for those emplayers participating in the pool, and the same contributions 
rates applies to each. 

In 2003--04, the Di strict was required 0y statute to contribute 8.25% of gross salary expenditures 
to STRS. In 2003--04, the District was required to contribute 16.67>A> to PERS. Participants are required 
to contribute B>A> and l>A> of applicable gross salary to STRS and PERS, respectively. The District has 
contracted to rrake lOCYA> of the participants PERS contribution for the emplayees participating in PERS. 
The District's contributions to STRS for 2003--04 was $1,766,008.81, and its budgeted contributions for 
2004--05 is $1,764, 103.00. The District's contributions to PERS for 2003--04 was $934,237.88, and its 
budgeted contributions for 2004--05 is $1,047,355. The District's emplayer contributions to STRS and 
PE RS met the required contribution rates established 0y I cWv. 

Insurance 

The District rraintains insurance with San Diego County Joint PCMters Authority, a joint po111ers 
authority comprised of fifty-four Public School Districts ("J PA" ), with such retentions and other terms 
praviding caverages for property darrage, fire and theft, rental interruption, general public liability and 
public officials (school board legal liability) as the District believes are adequate, custorrary and 
comparable with such insurance rraintained 0y similar California public school districts. In addition, 
based upon prior claims experience, the District believes that the recorded liabilities for insured claims are 
adequate. 

The follONing chart illustrates the multilevel insurance caverage of the District 

Liability (average 
San Diego County Joint PCMters Authority 

Limit Per Occurrence 
$1,00),00) 

School District Retention 
$100,00) 

Real & Personal Property (average 

Li ni t Per Occurrence 
$200,00),00) 

Retention 
$100,00) 

School Excess Liability Fund 

Limit Per Occurrence 
$14,00),00) 

Retention 
$0 

Rental interruption insurance is obtained through Philadelphia Indemnity Insurance Company. 
Workers' compensation insurance is obtained through Swiss Reinsurance Corporation and the District has 
a self-insured retention of $100,00) per occurrence through the J PA. Based upon prior claims 
experience, the District believes it is adequately insured. 
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Ad Valorem Proper ty Taxation 

Taxes are levied by the County for each fiscal year on taxable real and personal property which is 
situated in the District as of the preceding January 1. For assessrrent and collection purposes, property is 
classified either as " secured" or " unsecured" and is listed accordingly on separate parts of the assessrrent 
rol I. The " secured rol 1" is that part of the assessrrent rol I containing State-assessed public uti Ii ti es 
property and real property having a tax lien which is sufficient, in the opinion of the County Assessor, to 
secure payrrent of the taxes. Other property is assessed on the " unsecured roll." 

Property taxes on the secured roll are due in two installrrents, on November 1 and February 1 of 
each fiscal year. If unpaid, such taxes becorre delinquent on December 10 and April 10, respectively, and 
a HYA> penalty attaches to any delinquent payrrent. Property on the secured roll with respect to which 
taxes are delinquent becorres tax defaulted on or aboutJ une 30 of the fiscal year. Such property rray 
thereafter be redeerred by payrrent of a penalty of 1.5% per month to the tirre of redemption, plus costs 
and a redemption fee. If taxes are unpaid for a period of five years or more, the property is suqject to sale 
by the Treasurer. 

Property taxes on the unsecured rol I are due as of the January 1 Ii en date and becorre delinquent, 
if unpaid, on October 31. A HYA> penalty attaches to delinquent unsecured taxes. If unsecured taxes are 
unpaid at 5:00 p.m. on October 31, an additional penalty of 1.5% attaches to them on the first day of each 
month until paid. The taxing authority has four ways of collecting delinquent unsecured personal 
property taxes: ( 1) bringing a civil action against the taxpayer; (2) filing a certificate in the office of the 
County Clerk specifying certain facts in order to obtain a lien on certain property of the taxpayer; 
(3) filing a certificate of delinquency for record in the County Clerk and County Recorder's office in 
order to obtain a lien on certain property of the taxpayer; and (4) seizing and selling personal property, 
i mproverrents, or possessory interests belonging or assessed to the assessee. 

Assessed Valuations 

The assessed valuation of property in the District is established by the San Diego County 
Assessor, except for public utility property which is assessed by the State Board of Equalization. 
Assessed valuations are reported at 1 CXYA> of the "ful I value" of the property, as defined in Article X 1 1 1  A 
of the California Constitution. For a discussion of hCMt properties currently are assessed, see 
"CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND 
APPROPRIATIONS" herein. 

Certain classes of property, such as churches, colleges, nonprofit hospitals, and charitable 
institutions, are exempt from property taxation and do not appear on the tax rolls. No reimburserrent is 
rrade by the State for such exemptions. 

Property within the District has a total taxable assessed valuation for fiscal year 2004-05 of 
$3,774,4 16,657. Sh01Vn in the follCMting table are the assessed valuations for the District. 
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1996-97 
1997-98 
1998-99 
1999--00 
2000--01 
2001--02 
2002--03 
2003--04 
2004--05 

------------

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
ASSESSED VALUATIONS 

1996-97 throu gh 2004--05 

Secured Uti l ity U nsecured 

$2,021, 157,205 $1,920,475 $32,033,067 
2,046, 927,269 2, 116, 150 33,664,620 
2, 140, 777, 139 3,075,537 40,637,082 
2,310,817,220 3,350,691 40,367,476 
2,556,485,838 3,422,225 43,768,355 
2,800,644,407 3,490,806 51,792,680 
3,021,683,097 3, 144,587 50,554,412 
3,287,921,853 2,717,299 53,799,943 
3, 715,063, 185 2,586,228 56,767,244 

Source: Cal i fornia M unici pal Statistics, I nc. 

Total 
$2,056,344,904 
2,082, 708,039 
2, 184,489, 758 
2,354,535,387 
2,603,676,418 
2,855, 927,893 
3,075,382,096 
3,344,439,095 
3,744,416,657 

The follONing is an analysis of the District' s assessed valuat ion by land use for 2004--05. 

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
ASSESSED VALUATION AND PARCELS BY LAND USE 

2004--05 

N on-R esi dent i al: 
Agricultural ;Rural 
Comrrercial 
Vacant Comrrercial 
Industrial 
Vacant Industrial 
Recreational 
G overnrrent;S oci al� nsti tut i onal 
Vacant Other 

Subtotal Non-Res ident ial 

R esi dent i al: 
S ingle Fam ily Residence 
Condom ni um{f ONnhouse 
Mobile Horre 
2-4 Resident ial Units 
5+ Res ident ial U nits/Apartrrents 

2004--05 
Assessed Val uat i od 1 l 

$183,467,246 
192,760,686 

7,341,984 
211,327,478 

6,499,244 
16,798,356 
6,017,964 

0 
$624,212,958 

$2,561,473,537 
58,204,496 
11,742,004 
59,941,174 

257,789,655 
Miscellaneous Residential I rrµroverrents 3,743,508 
Vacant R es i dent i al 137,955,853 

Subtotal Res ident ial $3,090,850,227 

Total $3, 71 5,063, 185 

( l )  Local Secured Assessed Val uation; excluding tax-exempt property. 
Source: Cal i fornia M unici pal Statistics, I nc. 
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% of No. of 
Total Parcels 

4.94% 934 
5.19 369 
0.20 76 
5.69 105 
0.17 43 
0.45 162 
0.16 80 
0.00 421 

16.BCY!b 2,190 

68.95% 9,056 
1.57 356 
0.32 412 
1.61 309 
6.94 105 
0.10 142 
3.71 ___Lfil__5 

83.2CY!b 12, 195 

100.0CY!b 14,385 

% of 
Total 

6.49>/b 
2.57 
0.53 
0.73 
0.30 
1.13 
0.56 
2.93 

15.22% 

62.95% 
2.47 
2.86 
2.15 
0.73 
0.99 

12.62 
84.78>/b 

100.0CY!b 



Tax Levies, Collections and Delinquencies 

The follONing table shONs the secured tax charges and delinquencies for taxes collected 0y the 
District from all property in the District for 1995--96 through 2003--04. 

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
SECURED TAX CHARGES AND DELINQUENCIES 

1995--96 through 2003--04 

1995--96 
1996--97 
1997--98 
1998--99 
1999--00 
200)--0 1 
2001--02 
2002--03 
2003--04 

( l )  1% General Fund apportionment. 

Secured 
Tax Charge (]) 

$2, 785, 352. 1 5 
2,812,579.8 1 
2,879,067.45 
3,062,884.48 
3,367,297.67 
3,825,929.09 
4,296,254.97 
4,693,508.18 
5, 189,805.15 

Amt. Del 
J une 30 

(2) 
(2) 
(2) 
(2) 
(2) 
(2) 
(2) 
(2) 
(2) 

% Del. 
J une 30 

(2) 
(2) 
(2) 
(2) 
(2) 
(2) 
(2) 
(2) 
(2) 

(2) San Diego County uti l izes the Teeter Plan for assessment levy and distribution. This method guarantees di stri bution of 
1 00'/o of the assessments levied to the taxing entity, with the County retai ning al I penalties and i nterest. 

Source: Cal i fornia M unici pal Statistics, I nc. 

Alternative Method of Tax.Apportionment 

The Board of Supervisors of the County has approved the implementation of the Alternative 
Method of Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the "Teeter Plan" ), as 
provided for in Section 470 1 et seq. of the California Revenue and Taxation Code. The Teeter Plan 
guarantees distribution of lCXYA> of the general taxes levied to the taxing entities within the County, with 
the County retaining all penalties and interest penalties affixed upon delinquent properties and 
redemptions of subsequent collections. Under the Teeter Plan, the County apportions secured property 
taxes on a cash basis to local political subdivisions, including the District, for which the County acts as 
the tax�evying or tax-collecting agency. At the conclusion of each fiscal year, the County distributes 
lCXYA> of any taxes delinquent as of June 30th to the respective taxing entities. The Teeter Plan is 
applicable to all tax levies for which the County acts as the tax�evying or tax-collecting agency, or for 
which the County treasury is the legal depository of the tax collections. The Teeter Plan has been in 
effect in the County si nee fi seal year 1993--94. 

The Teeter Plan is applicable only to secured tax levies for which the county acts as the tax
levying or tax collecting agency, or for which the county treasury is the legal depository of the tax 
collections. As adopted 0y the County, the Teeter Plan excludes Mello-Roos Community Facilities 
Districts and special assessment districts which provide for accelerated judicial foreclosure of property for 
which assessments are delinquent. 

The ad valorem property tax to be levied to pay the Maturity Value, interest and principal on the 
Bonds will be subject to the Teeter Plan, beginning in the first year of such levy in fiscal year 2002--03. 
The District will receive lCXYA> of the ad valorem property tax levied to pay the Bonds irrespective of 
actual delinquencies in the collection of the tax 0y the County. 
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The Teeter Plan is to remain in effect unless the Board of Supervisors of the County orders its 
discontinuance or unless, prior to the comrrencerrent of any fiscal year of the County (which comrrences 
on July 1), the Board of Supervisors receives a petition for its discontinuance joined in by resolutions 
adopted by at least two-thirds of the participating revenue districts in the County, in which event the 
Board of Supervisors is to order discontinuance of the Teeter Plan effective at the comrrencerrent of the 
subsequent fiscal year. The Board of Supervisors of the County rray, by resolution adopted not later than 
July 15 of the fiscal year for which it is to apply after holding a public hearing on the rratter, discontinue 
the procedures under the Teeter Plan with respect to any tax levying agency or assessrrent levying agency 
in the County if the rate of secure tax delinquency in that agency exceeds 3°A> of the total of all taxes and 
assessrrents levied on the secured rolls for that agency. If the County discontinues implerrenting the 
Teeter Plan, only those secured property taxes actually collected would be allocated to political 
subdivisions (including the District) for which the County acts as the tax-levying or tax-collecting 
agency, but penal ti es and interest would be credited to the political subdivisions. 

Tax Rates 

A representative tax rate area located within the City of Fall brook is Tax Rate Area 75-002. The 
table belON sumrrarizes the total ad valorem tax rates levied by all taxing entities in Tax Rate Area 
75-002, during the ten-year period from 1995--96 through 2004--05. 

FALL BROOK UNION ELEMENTARY SCHOOL DISTRICT 
SUMMARY OF AD VALOREM TAX RATES 
$1 PER $100 0F ASSESSED VALUATION 

Source: Cal i fornia M unici pal Statistics, I nc. 

TAX RATE AREA 75-002 
1995--96 through 2004--05 

1995--96 
1996--97 
1997--98 
1998--99 
1999-00 
200)--0 1 
2001--02 
2002--03 
2003--04 
2004--05 
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1.09105 
1.08336 
1.08473 
1.04073 
1.03652 
1.03618 
1.03298 
1.03508 
1.03508 
1.05092 



L argest Secu red Taxpayer s 

The fol l01Ving table sh01Vs the 20 l argest l ocal secured property taxpayers i n  the Di strict as 
determi ned by secured assessed valuati on i n  2004--05. 

FAL L B ROOK U N I O N  E L E M E NTARY S C H OO L  DI STR I CT 
L A RG E ST 2004-05 L OCAL S E C U R E D TAX PAY E RS 

1 .  
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

1 0. 
1 1 .  
1 2. 
1 3. 
1 4. 
1 5. 
1 6. 
1 7. 
1 8. 
1 9. 
20. 

Property Owner 
City of A nahei m 
City of R iverside 
Del uz H ousing LLC 
H ighway 395 R esort LLC 
Arrericare H ealth and Reti rerrent I nc. 
Fal l  brook Mercanti l e  L L C  
S kylakes L P  
Godfrey Farri ly Trust 
Amber C reek Associates Ltd. 
J ohn E .  and Sheryl A. Hai ley 
Poolos Farri ly Trust 
R EC Properties L LC 
Appleton B rooks H i l l s  L P  
Rai nlnN Farms L LC 
Fal l brook H i  I I  s A partrrents L L  C 
A rreri can Stores Properties I nc. 
4 B ig Surf L L C  
Val ley Oaks Partnershi p  
Country V i ew  Apts. L LC 
Pi ne V iew A partrrents Fal l  brook L L  C 

------------------------------

Prima!Y Land U se 
San Onofre Pcmer Plant 
San Onofre Pcmer Plant 

A partrrents 
Hotel 

Convalescent Hospital 
S hoppi ng Center 

Residential Properties 
Agricultural 
A partrrents 
A partrrents 
A partrrents 
A partrrents 
Agricultural 
Comrrercial 
A partrrents 
Comrrercial 

S hoppi ng Center 
Mobi le H orre Park 

A partrrents 
A partrrents 

( l )  2004-05 L ocal Secured Assessed Val uation: $3,71 5,063, 1 85 
Source: Cal i fornia M unici pal Statistics, I nc. 

2004-05 
Assessed Valuation 

$ %,700,777 
45,568,51 8 
40,273,321 
1 7,050,442 
1 1 , 598,754 
9,354,605 
8,742,000 
8, 1 81 ,849 
7,257,31 2 
6,920,470 
6,577,777 
6,303,61 2 
6,275,%4 
6,203,6% 
6, 1 34,879 
6, 1 00, 1 78 
5,250,000 
5, 1 90,31 0 
5 , 1 36,452 
5,01 7,01 2 

$309,91 7,928 

THE R E MA I NDER OF TH E PAG E  I S  I NTE NTI ONA L LY B LA N K  
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% of 
Total( l )  
2.61% 
1 .23 
1 .08 
0.46 
0.31 
0.25 
0.24 
0.22 
0.20 
0. 1 9  
0. 1 8  
0. 1 7  
0. 1 7  
0. 1 7  
0. 1 7  
0. 1 6  
0. 1 4  
0. 14  
0. 1 4  
0. 1 4  
8.34% 



TAX MATTERS 

In the opinion of Foley & Lardner LLP, bond counsel ("Bond Counsel" ), based on existing laws, 
regulations, rulings and court decisions, and assuming, arrong other matters, compliance with certain 
covenants, as described herein, interest on the Bonds (including any original issue discount properly 
allocable to the Beneficial Owner of a Bond) is excluded from gross income for federal income tax 
purposes under Section 103 of the Internal Revenue Code of 1986, as amended (the "Code" ). In the 
further opinion of Bond Counsel, interest on the Bonds is not a specific preference item for purposes of 
the federal individual or corporate alternative mini mum taxes, although Bond Counsel observes that such 
interest is included in adjusted current earnings in calculating federal alternative ni ni mum taxable income 
of certain corporations. A copy of the proposed form of the opinion of Bond Counsel is set forth in 
APPENDIX C hereto. 

The Code imposes various restrictions, conditions and requirements relating to the exclusion from 
gross income for federal income tax purposes of interest on obligations such as the Bonds. The District 
has covenanted to comply with certain restrictions and requirements designed to assure that the interest on 
the Bonds will not be included in gross income for federal income tax purposes. Failure to comply with 
these covenants may result in such interest being included in gross income for federal income tax 
purposes, possibly from the original issuance date of the Bonds. The opinion of Bond Counsel assumes 
compliance with these covenants. Bond Counsel has not undertaken to determine (or to inform any 
person) whether any actions taken (or not taken) or events occurring (or not occurring) after the issuance 
of the Bonds may adversely affect the tax status of the interest on the Bonds. 

In the further opinion of Bond Counsel, interest on the Bonds (including any original issue 
discount properly allocable to the Beneficial Owner of a Bond) is exempt from State of California 
personal income tax. 

Certain requirements and procedures contained or referred to in the Resolution and the Tax 
Certificate and other relevant documents may be changed and certain actions (including, without 
linitation, defeasance of the Bonds) may be taken or omitted under the circumstances and subject to the 
terms and conditions set forth in such documents. Bond Counsel expresses no opinion as to any Bond or 
the interest thereon if any such change occurs or action is taken or omitted upon the advice or approval of 
bond counsel other than that Bond Counsel. 

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at 
maturity of such Bonds (excluding amounts stated to be interest and payable at least annually over the 
term of such Bonds), the difference constitutes "original issue discount," the accrual of which, to the 
extent properly allocable to each Beneficial Owner thereof, is treated as interest on the Bonds which is 
ex.cl uded from gross income for federal income tax purposes. For this purpose, the issue price of a 
particular maturity of the Bonds is the first price at which a substantial amount of such maturity of Bonds 
is sold to the public (excluding bond houses, brokers, or sini lar persons or organizations acting in the 
capacity of underwriters, placement agents or wholesalers). The original issue discount with respect to 
any maturity of the Bonds accrues daily over the term to maturity of such Bonds on the basis of a constant 
rate compounded seniannually (with straight-line interpolations between compounding dates). The 
accruing original issue discount is added to the adjusted basis of such Bonds to determine taxable gain or 
loss upon disposition (including sale, redemption, or payment on maturity) of such Bonds. Beneficial 
Owners of the Bonds should consult with their CMtn tax advisors with respect to the tax consequences of 
ONnership of Bonds with original issue discount, including the treatment of purchasers who do not 
purchase such Bonds in the original offering to the public at the first price at which a substantial amount 
of such Bonds are sold to the public. 
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Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross 
incorre for federal incorre tax purposes and interest on the Bonds is exempt from State of California 
personal incorre tax, as described above, the CMtnership or disposition of, or the accrual or receipt of 
interest on the Bonds may otherwise affect a Beneficial Owner's federal or state tax liability. The nature 
and extent of these other tax consequences will depend upon the particular tax status of the Beneficial 
Owner or the Beneficial Owner's other items of incorre or deduction. Bond Counsel expresses no 
opinion regarding any such other tax consequences. 

Bond Counsel gives no assurance that any future legislation or clarifications or arrendrrents to 
the Code or to state law, if enacted into law, will not cause the interest on the Bonds to be subject, directly 
or indirectly, to federal or state incorre taxation, or otherwise prevent the Beneficial Owners from 
realizing the full current benefit of the tax status of the interest on the Bonds. Beneficial Owners are 
encouraged to consult their ONn tax advisors with respect to proposals to restructure the federal incorre 
tax. 

LEGAL MATTERS 

Continuing Disclosure 

The District has cavenanted for the benefit of  holders and Beneficial Owners of  the Bonds to 
pravide certain financial information and operating data relating to the District (the "Annual Report'') by 
not later than eight months follCMting the end of the District's fiscal year (which shall be March 1 of each 
year, so long as the District's fiscal year ends onJ une 30), comrrencing with the report for the 2002-03 
fiscal year (which is due not later than March 1, 2004), and to pravide notices of the occurrence of certain 
enurrerated events, if material. The Annual Report will be filed by the District with each Nationally 
Recognized Municipal Securities Information Repository and with the appropriate State information 
depository, if any. The notices of material events will be filed by the District with each Nationally 
Recognized Municipal Securities Information Repository or with the Municipal Securities Rulemaking 
Board, and with the appropriate State information depository, if any. The specific nature of the 
information to be made available and to be contained in the notices of material events is summarized 
under the caption "APPENDIX D - Form of Continuing Disclosure Certificate." These cavenants have 
been made in order to assist the Underwriter in complying with S.E.C. Rule 15c2-12(b)(S) (the " Rule" ). 
The District has never failed to comply in all material respects with any previous disclosure undertakings 
with regard to the Rule. 

Legality for Investment in California 

The Bonds are legal investrrents for comrrercial banks in California to the extent that the Bonds, 
in the inforrred opinion of the bank, are prudent for the investrrent of funds of depositors. Under 
pravisions of the Gavernrrent Code of the State of California, the Bonds are eligible for security for 
deposits of public moneys in California. 

Absence of Mater ial Litigation 

No litigation is pending or threatened concerning the validity of the Bonds, and a certificate or 
certificates to that effect will be furnished at the tirre of the original delivery of the Bonds. The District is 
not aware of any litigation pending or threatened questioning the political existence of the District or 
contesting the District's ability to receive ad valorem taxes or contesting the District's ability to issue the 
Bonds. 
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Certain Legal Matters 

The validity of the Bonds and certain other legal rratters are subject to the approving opinion of 
Foley & Lardner LLP, as Bond Counsel. Bond Counsel undertakes no responsibility for the accuracy, 
completeness or fairness of this Official Staterrent. Foley & Lardner LLP is also serving as Disclosure 
Counsel to the District. 

RATINGS 

The Bonds have been assigned ratings of "Aaa' and "AAA" 0y Moody's Investors Service and 
Standard & Poor's, a Division of the McGraw-Hill Companies, respectively, based on the issuance 0y the 
Insurer of the Policy. The ratings reflect only the views of the rating agencies, and any explanation of the 
significance of such ratings should be obtained from the rating agencies at the follONing addresses: 
Standard & Poor's Ratings Services, a Division of the McGraw-Hill Companies, 55 Water Street, 45th 
Floor, New York, NY 10041 and Moody's Investors Service, 99 Church Street, New York, NY 10007-
2796. The District has provided inforrration to the rating agencies to assist in their evaluation of the 
Bonds, sorre of which does not appear in this Official S taterrent. There is no assurance that the ratings 
wi 11 be retained for any given period of ti rre or that the sarre wi 11 not be revised dCMtrrvvard or withdrawn 
entirely 0y the rating agencies if, in the j udgrrent of the rating agencies, circumstances so warrant. The 
District undertakes no responsibility to oppose any such revision or withdrawal. Any such dONrrvvard 
revision or withdrawal of the ratings obtained may have an adverse effect on the market price of the 
Bonds. 

UNDERWRITING 

The Bonds are being purchased 0y UBS Financial Services Inc. (the "Underwriter''). The 
Underwriter has agreed to purchase the Bonds at a price of $3,359,990.96, which is equal to the principal 
and denoninational amount of the Bonds of $3,157,929.40, minus Underwriter's discount of $47,368.94 
plus net original issue premium of $249,430.50. The Purchase Contract provides that the Underwriter 
will purchase all of the Bonds if any are purchased, the obligation to rrake such purchase being suqject to 
certain terms and conditions set forth in said agreerrent, the approval of certain legal rratters 0y counsel 
and certain other conditions. 

The U nderwri ter rray offer and sel I Bonds to certain dealers and others at prices I ON er than the 
offering prices stated on the cover page hereof. The offering prices may be changed from tirre to tirre 0y 
the Underwriter. 

ADDITIONAL INFORMATION 

Quotations from and sumrraries and explanations of the Bonds, the Resolution, and the 
constitutional provisions, statutes and other docurrents referenced herein, do not purport to be complete, 
and reference is rrade to said docurrents, constitutional provisions and statutes for full and complete 
staterrents of their provisions. 
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Some of the data contained herein has been taken or constructed from District records. 
Appropriate District officials, acting in their official capacities, have revie,,ved this Official Statement and 
have determined that, as of the date hereof, the information contained herein is, to the best of their 
knCMtledge and belief, true and correct in all material respects and does not contain an untrue statement of 
a material fact or oni t to state a material fact necessary in order to make the statements made herein, in 
light of the circumstances under which they were made, not misleading. The preparation of this Official 
Statement has been appraved 0y the District Board of Trustees. 

FALL BROOK UNION ELEMENTARY 
SCHOOL DISTRICT 

By: /s/ James M. Choate � � � � � � � � � � � � �� 
James M. Choate 

Superintendent 
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Independent Auditor's Report on Financial Statements 

Board of Trustees 
Fallbrook Union Elementary School District 
Fallbrook, California 92028 

Members of the Board of Trustees: 

We have audited the accompanying financial statements of the governmental activities, each major fund, and 
the aggregate remaining fund information of Fallbrook Union Elementary School District as of and for the year 
ended June 30, 2003, which collectively comprise the District's basic financial statements as listed in the table 
of contents. These financial statements are the responsibility of Fallbrook Union Elementary School District's 
management. Our responsibility is to express opinions on these financial statements based on our audit. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each major fund, and the aggregate remaining fund information 
of Fallbrook Union Elementary School District and the respective changes in financial position and cash flows, 
where applicable, thereof for the year then ended in conformity with accounting principles generally accepted 
in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated August 29, 
2003, on our consideration of Fallbrook Union Elementary School District's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grants. 
That report is an integral part of an audit performed In accordance with Government Auditing Standards 
and should be read in conjunction with this report in considering the results of our audit. 

The Management's Discussion and Analysis and the budgetary information identified as Required 
Supplementary Information in the table of contents are not a required part of the basic financial statements but 
are supplementary information requ ired by the Governmental Accounting Standards Board. We have applied 
certain lim ited procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the supplemental information. However, we did not audit the information and 
express no opinion on it. 
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Our audit was performed for the purpose of forming opinions on the financial statements which collectively 
comprise the Fallbrook Union Elementary School District's basic financial statements. The accompanying 
schedule of expenditures of federal awards required by U. S. Office of Management and Budget Circular 
A-133, Audits of States, Local Governments and Non-Profit Organizations and the supporting 
schedules listed in the table of contents are presented for purposes of additional analysis and are not a 
required part of the basic financial statements. This information has been subjected to the auditing procedures 
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in 
relation to the basic financial statements taken as a whole. 

}4/�.t-�,.u,, 
Wilkinson & Hadley, LLP 
August 29, 2003 
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Fallbrook Union Elementary School District 
Management's Discussion and Analysis 

June 30, 2003 
Unaudited 

This section of Fallbrook Union Elementary School District's (District) annual financial report presents 
management's discussion and analysis of the District's financial performance during the year ending June 
30, 2003. The management's discussion and analysis is required as a new element of the reporting model 
established by the Governmental Accounting Standards Board (GASB) in Stat�ment Number 34. 
Because this is the first year of implementation, some financial data and statements will not reflect prior 
year information. However, this information will be supplied in subsequent years. Please read it in 
conjunction with the District's financial statements, which follow this section. 

Financial Highlights 

• The District's net assets exceeded liabilities by $40,460,708. 
• Overall revenues were $52,084,387, which exceeded expenses by $6,639,394. 
• The District enrollment declined very slightly for the fourth year in a row. Student enrollment 

decreased by 7 students for a total of 5,87 1 students as of October 2002. 
• There was slight decline in Average Daily Attendance (ADA) second period (P2) from 95.80% 

2001 -02 to 95.67% in 2002-03 . This seemingly small difference in percentage created reduction 
of 1 4.42 ADA that in turn reduced the district's Revenue Limit income by $64,984. 

• Due to unprecedented decline in State revenues in each of the last two years, the Legislature and 
the Governor have enacted program reductions, as well as a mix of fund shifts, transfers, and 
deferrals, to help balance the State's budget. The deferral amount for the District was $953,062. 
In addition, there were more budget reductions estimated at $1 70,6 1 5  in the area of Mandated 
Cost Reimbursements, and the Hourly Programs. 

• Property tax revenue increased by 1 .87% as a result of steady slow increases in taxable value of 
property. The majority of this increase was a result of development growth on the South and 
Southeast side of the District. 

• The District started modernization of three school sites - Fallbrook Street, Mary Fay Pendleton, 
and Potter Jr. High schools during the year ended June 30, 2003 at a projected cost of 
$1 5,207,367. 

Onniew of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the District's basic financial 
statements. The District's basic financial statements comprise three components: 1 )  government-wide 
financial statements; 2) fund financial statements; and 3) notes to the financial statements. This report 
also contains other supplementary information in addition to the basic financial statements themselves. 

Government-wide Financial Statements: 

The government-wide financial statements are designed to provide readers with a broad overview of the 
District's finances, in a manner similar to a private-sector business. 

The statement of net assets presents information on all of the assets and liabilities of the District, with the 
difference between the two reported as net assets. Over time, increases or decreases in net assets may 
serve as a useful indicator of whether the financial position of the District is improving or deteriorating. 
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The statement of activities presents information showing how the net assets of the District changed during 
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving 
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are 
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g., 
uncollected taxes and earned but unused vacation leave). 

Fund Financial Statements 

A fund is a group of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives. The District, like other state and local governments, uses 
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of 
the funds of the District can be divided into three categories: governmental funds, proprietary funds, and 
fiduciary funds. 

• Governmental funds : Governmental funds are used to account for essentially the same 
functions reported as governmental activities in the government-wide financial statements. 
However, unlike the government-wide financial statements, governmental fund financial 
statements focus on near-term inflows and outflows of spendable resources, as well as on 
balances of spendable resources available at the end of the fiscal year. Such information may be 
useful in evaluating the government's near-term financing requirements. Because the focus of 
governmental funds is narrower than that of the government-wide financial statements, it is useful 
to compare the information presented for governmental funds with similar information presented 
for governmental activities in the government-wide financial statements. By doing so, readers 
may better understand the long-term impact of the government's near-term financing decisions. 
Both the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison 
between governmental funds and governmental activities. 

The District maintains ten individual governmental funds. Information is presented separately in 
the governmental fund balance sheet and in the governmental fund statement of revenues, 
expenditures, and changes in fund balances for the general fund and the capital projects fund, 
each of which are considered to be major funds. Data from the other nine governmental funds are 
combined into a single, aggregated presentation. Individual data for each of these non-major 
funds is provided in the form of combining statements elsewhere in this report. 

The District adopts an annual appropriated budget for its general fund. A budgetary comparison 
statement has been provided for the general fund to demonstrate compliance with this budget. 

Proprietary Funds: The District maintains a proprietary fund type, internal service funds. 

Internal service funds are an accounting device used to accumulate and allocate costs internally 
among the District's various functions. The District uses an internal service fund, the Self 
Insurance Fund, to account for services provided to all the other funds of the District, for 
employee benefits. The internal service fund has been included within governmental activities in 
the government-wide financial statements. The internal service fund is combined into a single, 
aggregated presentation in the proprietary fund financial statements. 

• Fiduciary Funds: The District is the trustee, or fiduciary, for assets that belongs to others, such 
as the Retiree Benefits Fund. The District is responsible for ensuring that the assets reported in 
this fund are used only for their intended purposes. All of the District's fiduciary activities are 
reported in a separate statement of fiduciary net assets to finance its operation. The only active 
fiduciary fund for the District is the Retiree Benefits Fund. 

4 



Government-wide Financial Analysis 

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. 
In the case of the District, assets exceeded liabilities by $40.5 million at the close of the most recent fiscal 
year. 

FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
2002-03 NET ASSETS 
(In Millions of Dollars) 

Governmental Business Total Total 
Activities Activities District Percenta9e 

Current and Other Assets $ 35.6 $ $ 35.6 53. 1 %  
Capital Assets 31 .5 31 .5  46.9% 
Total Assets $ 67.1 $ $ 67.1 100.0% 

Long Term Debt Outstanding $ 24.2 $ $ 24.2 91 .0o/o 
Other Liabilities 2.4 2.4 9.0% 
Total Liabilities $ 26.6 $ $ 26.6 100.0% 

Invested in Capital Assets, 
Net of Related Debt $ 30.9 $ 30.9 76.3% 
Restricted 8.1 8.1 20.0o/o 
Unrestricted 1 .5 1 .5 3.7% 
Total Net Assets $ 40.5 $ $ 40.5 100.0% 

• The largest portion of the District's net assets (76.3%) reflects its investment in capital assets 
(e.g., land, buildings and improvements, and furniture and equipment net of accumulated 
depreciation), less any related debt (bonds payable and obligations under capital leases less 
unspent bond proceeds) used to acquire those assets that is still outstanding. The District uses 
these capital assets to provide services to students; consequently, these assets are not available for 
future spending. Although the District's investment in its capital assets is reported net of related 
debt, it should be noted that the resources needed to repay this debt must be provided from other 
sources, since the capital assets themselves cannot be used to liquidate these liabilities. 

• An additional portion of the District's net assets (20.0%) represents resources that are subject to 
restrictions on how they may be used. This includes amounts that the Governing Board has set 
aside for specific purposes. Also, it consists of the restricted balance for categorical programs that 
are restricted by the donor. 

• The remaining balance of unrestricted net assets (3.7%) may be used to meet the District's 
obligations to students, employees, and creditors and to honor next year's budget. 

At the end of the current fiscal year, the District is able to report positive balances iri all three categories 
of net assets. 
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Governmental activities. The key elements of the District' s net assets for the year ended June 30, 2003 
are as follows: 

FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
GOVERNMENT-WIDE STATEMENT OF ACTMTIES 

Revenues 
Program revenues 

Charges for services $ 

Operating grants and contributions 
Capital grants and contributions 

General revenues 
Property taxes 
Federal and state aid not restricted to specific purposes 
Interest and investment earnings 
Miscellaneous 

Total revenues $ 

� % of Total 

765,797 1 .47% 

9,058,479 17.39% 

5,182,356 9.95% 

15,628,659 30.01% 

18,497,092 35.51% 

337,284 0.65% 

2,614,720 5.02% 

1 00.00% 52,084,387 
���-----������ 

Expenditures by Function 
Governmental activities 

Instruction 
Pupil Services 
General Administration 
Plant Services 
Interest on long-term debt 
Community Services 
Other outgo 
Depreciation (unallocated) 

Business-type activities 
Enterprise activities 

I ncrease (decrease) in net assets 

Net Assets - beginning 
Net assets - ending 

$ 

$ 

$ 

$ 

$ 

30,879,345 67.95% 

5,610,376 12.35% 

2,753,418 6 .. 06% 

3,577,665 7.87% 

1 27,570 0.28% 

204,570 0.45% 

$1 ,403,762 3.09% 

888,287 1 .95% 

0.00% 

45,444,993 100.00% 

6,639,394 

33,821,314 

40,460,708 

• The largest dollar increase in revenues continues to be from federal and state aid as well as 
property taxes. Federal and state aid increases are a reflection of increased funding for specific 
programs. State aid increased by a 2% cost of living adjustment (COLA). State aid is based 
primarily on average daily attendance (ADA) and other appropriations. If a student is in 
attendance a full 1 80 days, the state awards the District one ADA. The state guarantees that if 
local taxes do not provide money equal to the base revenue limit guarantee it will make up the 
difference with state funding. The value of the base revenue limit increased by 2.0 1 % during the 
year ended June 30, 2003 ($4,506.54 during 2003 as compared to $4,4 17.54 in 2002). Property 
tax revenues increased by 1 .87%, mainly from increases in the taxable value of property and 
additional new housing developments. 

5 Y E A R  R E V E N U E  L I M IT T A B L E  

F U E S D  % In cre a s e  S ta te Average D iffe rence 
1 9 9 8 -9 9 *  $ 4 ,0 6 0 . 5 4  3 .9 7 %  $ 4 ,  1 1 6 ($ 55 )  
1 9 9 9- 0 0  $ 4 , 1 1 8 . 5 4  5 . 2 8 %  $ 4 , 1 7 4 ( 5 5) 
2 0 0 0-0 1 $ 4 ,2 5 0 .5 4  3 .2 1 % $ 4 ,3 0 7  ( 5 6 ) 
2 0 0 1 -0 2  $ 4 ,4 1 7 . 5 4  3 . 9 3 %  $ 4 ,4 74  ( 5 6 ) 
2 0 0 2 -0 3  $ 4 ,5 0 6 . 5 4  2 .0 1  % $ 4 , 5 6 3  ( 5 6 )  

* I n  J u ly o f  1 9 9 8 ,  S e n a te B ill 7 2 7  a ffec ted A c tu a l  A tte nd a n ce A cco u n tin g ,  
w h e re b y  the R e ven ue Lim i t  w a s  ad ju sted to in c lu d e  Excu sed  A bse n ce s .  
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3 6 %  
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Figure 1 
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5 .3 %  

Figure 2 
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Financial Analysis of the District's Funds 

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance 
related legal requirements. 

Governmental Funds: 

The focus of the District's governmental funds is to provide information on near-term inflows, outflows, 
and balances of spendable resources. Such information is useful in assessing the District's financing 
requirements. As the District completed the year, its governmental funds reported a combined fund 
balance of $32,597,250, which is $22,432,61 3  higher than the previous year. The primary reasons for the 
governmental funds' increase include the issuance of General Obligation Bonds along with the eligibility 
of State Modernization funding, expending prior year carryovers and major capital improvements. In 
addition, the following fund expenditures should be noted: 

• General fund salaries totaled $27,830, 126 while the associated employee benefits of retirement, 
social security, medicare, insurance (medical, dental, vision, life, and accident); workers' 
compensation, and unemployment added $7,889,909 to arrive at 78.29% of total general fund 
expenditures. 

Governmental funds report the differences between their assets and liabilities as fund balance, which is 
divided into reserved and unreserved portions. Reservations indicate the portion of the District's fund 
balances that are not available for appropriation. The unreserved fund balance is, in tum, subdivided 
between designated and undesignated portions. Designations reflect limitations on the use of otherwise 
available expendable financial resources in governmental funds. The limitations include federal, state, 
donor-authorized and District self-imposed. Fund balances of debt service, capital" projects, and other 
governmental funds are restricted by state law to be spent for the purpose of the fund and are not available 
for spending at the District's discretion. The $3,597,403 fund balance of the general fund is primarily 
designated for the following purposes: 

Designation for economic uncertainty reserve. As required by state law, the District has 
established an undistributed reserve within the general fund. This reserve is required to be at 
least 3% of general fund expenditures set aside for contingencies or possible reductions in state 
funding and is not to be used in the negotiation or settlement of contract salaries. As of June 
2003 , the $ 1 ,603 ,291 held in reserve meets the 3 % requirement. The maintenance of a sufficient 
reserve is a key credit consideration in garnering excellent short-term and long-term bond ratings. 

Restricted reserve for revolving fund: The District maintains a $5,000 revolving cash fund for 
expediting emergency and small purchase reimbursement to employees. 

Restricted reserve for stores inventories: Central warehouse maintains perpetual inventories to 
expedite and reduce cost through volume purchasing. The total valuation as of June 30, 2003 was 
$36,817. 

Restricted reserve for Prepaid expenses: The District reserves an amount equal to $379,629 for 
the pre payment of employee's  health and welfare benefits for the months of July and August. 

Designations for reserved balances: State, federal and donor authorized funding restrictions 
mandate that carryover balances of funds are reserved for those purposes in the next fiscal year. 
There was $447 ,85 1 in reserved balances as of June 30, 2003, which includes a Legally 
Restricted Reserve of $67,569 for GATE, and $6,07 1 for Peer Assistance Review (PAR). 

Designations for unreserved balances: $ 1 , 124,8 1 5  includes both District self-imposed and state 
quasi-restricted funding sources. Self-imposed are available for expendable purposes and the 
District maintains the authority of deciding how they will be spent. Quasi-restricted balances are 
reserved by state law to be spent by District, but unreserved on how they may be spent. 
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General Fund Budgetary Highlights 

During the year, the Board revised the District's budget. Budget amendments were to reflect changes in 
programs and related funding. These budget amendments fall into two categories: 

• Changes made due to adoption of the Governor's Budget and subsequent Budget revisions 
aligned to the first and second interim reports and to reflect any changes. 

• Increase in appropriations to prevent budget overruns. 

Capital Asset and Debt Administration 

Capital Assets: The state school facility fund is used to account for the costs incurred in modernizing 
sites, constructing and remodeling facilities, and procuring equipment necessary for providing educational 
programs for all students within the District. The District continued various projects and is anticipating 
completing the largest projects of modernizing three sites in the summer of 2003 . Capital assets at June 
30, 2003 and 2002 are outlined below: 

June 30, 2003 June 30 , 2002 Total Chan�e 
Land $ 4,044,267 $ 4,044,267 $ 
Improvement of Sites 8,431 ,885 8,284,849 1 47,036 
Buildings 20,890,982 20,890,982 
Equipment 4,501 , 145 3,466,932 1 ,034,213  
Work in Progress 6;693, 1 99 M7,408 5,835,791 
Total Capital Assets $ 44,561 ,478 $ 37,544,438 $ 7,017,040 

Debt Administration:  In March of 2003, the District issued General Obligation Bonds for a purchase 
price of $23,449,555, which includes the deposit of $388,928 to the Debt Service Fund, and $555,256 for 
the Cost of Issuance (including Underwriter's Discount, Guarantee Fees). The District received rating of 
Aaa from Moody, and AAA from Standard & Poor's investor services in 2003 and was insured by FGIC 
insurance company. 

The District continued to pay down its debt. Capital leases of $1 ,607,289 reflect a net decrease of 
$43 1 ,  1 3  8. In addition, the District reduced the Compensated Absences obligation by $10, 703 to a total of 
$ 1 34, 1 77. 

Changing Enrollment Within the District 

The demographics of the District include a minor decline in enrollment with most of the decline occurring 
on the two military base schools. However, the indications from the Base are enrollment will significantly 
increase with completion of the new and modernized housing. The impact of the new housing is expected 
to increase the district's overall enrollment by over 200 students. 

9 



The chart below indicates the change of the enrollment by grade levels for the past three years. 

G ra d e  O c t 2 0 0 0  £.!l..9.. O c t 2 0 0 1  £.ll.9.. O c t 2 0 0 2  
K 7 1 4  ( 2 6 )  6 8 8  ( 1 ) 6 8 7  
1 7 2 5  (4 1 )  6 8 4  1 3  6 9 7  
2 6 7 5  3 9  7 1 4  (6 6 )  6 4 8  
3 6 3 5  8 6 4 3  2 4  6 6 7  
4 5 8 7  1 4  6 0 1  4 3  6 4 4  
5 6 1 6 (5 5 )  56 1 4 2  6 0 3  
6 6 3 8  ( 3 1 ) 6 0 7  ( 2  7 )  5 8 0  
7 6 5 0  ( 4 )  6 4 6  (2 9 )  6 1 7  
8 5 9 4  3 2  6 2 6  6 2 6  

O th e r  1 2 3 ( 1 5 l 1 0 8 !6 )  1 0 2 
T O T A L  5 ,9 5 7  (7 9 )  5 ,8 7 8  (7 )  5 , 8 7 1  

2 0 0 0 -0 1  £.!l..9.. 2 0 0 1 -0 2  � 2 0 0 2 -0 3  
E l e m e n t a ry K -6 4 ,6 6 1  ( 1 0 1 )  4 ,5 6 0  (4 3 )  4 , 5 1 7  
M id d le 7 -8 1 ,2 9 6  2 2  1 ,3 1 8  3 6  1 , 3 5 4 
T O T A L  5 , 9 5 7 (7 9 )  5 , 87 8 ( 7 )  5 ,8 7 1  

Factors Bearing on the District's Future 

At the time these financial statements were prepared and audited, the District was aware of the following 
existing circumstances that could significantly affect its financial health in the future: 

• The District's negotiations with FETA and CSEA are being continued with no changes in 
economic package (salaries and benefits). 

• The State's current fiscal crisis and continued shrinkage of Proposition 98 Funding by 
deferring more items into the future years. 

• Modernization of three sites scheduled to start in summer of 2004. 

Requests for Information 

This financial report is designed to provide a general overview of the Fallbrook Union Elementary School 
District's finances for all those with an interest in the government's finances. Questions concerning any 
of the information provided in this report or requests for additional financial information should be 
addressed to the Office of the Assistant Superintendent of Business Services, Fallbrook Union 
Elementary School District, at 321 N. Iowa Street, Fallbrook, CA 92028. 

I O  
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FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
STATEMENT OF NET ASSETS 
JUNE 30, 2003 

ASSETS: 
Cash in County Treasury 
Cash in Revolving Fund 
Accounts Receivable 
Stores Inventories 
Prepaid Expenses 
Capital Assets: 

Land 
Improvement of Sites 
Buildings 
Equipment 
Work in Progress 
Less Accumulated Depreciation 
Total Assets 

LIABILITIES: 
Accounts Payable 
Deferred Revenues 
Long-Term Liabilities: 

Due Within One Year 
Due in More Than One Year 
Total Liabilities 

NET ASSETS 
Invested in Capital Assets, net of Related Debt 
Restricted For: 

Capital Projects 
Educational Programs 
Other Purposes (Expendable) 
Other Purposes (Nonexpendable) 

Unrestricted 
Total Net Assets 

The accompanying notes are an integral part of this statement. 

1 1  

EXHIBIT A-1 

Governmental 
Activities 

$ 31 ,784,952 
5,000 

2,871 ,857 
78,021 

1 ,027,636 

4,044,267 
8,431 ,885 

20,890,982 
4,501 , 145 
6,693, 199 

(13,061 ,300) 
67,064,086 

1 ,827,533 
732,565 

588,252 
23,658,586 
26;603,378 

30,528,3 10  

366, 162 
5,986,819 

475,235 
1 ,603,292 
1 ,500,890 

$ 40,460, 708 



FALL.BROOK UNION ELEMENTARY SCHOOL DISTRICT 
STATEMJ;NT OF A..CTTVmBS 
YEAR ENOED JUNE :W, 2003 

Expensn 
Chu911 for 

SeMcn 

Proegm Retter'IUN 
peratmg 

Grant1 and 
Cct1 tr1 buticnt 

c�i 
Grant.l and 

Contributions 
PFIIMlfi o�NMl!fm 
Gav•mment ActMtln: 
,,,.tlUOlfOn $ 26,579,314 s 1 17 s S,230,341 $ II, i82,3!e 
IMttfJr:tlo,,.�d Sl!t/Vl<.e.s 
Pl;pU SeMCN 
0,mmunil);' ServiCH 
G•nlfll Adm/nfatration 
Plant Sttv!Ces 
fnt.,.,t Cit! Lang· Ttmt Oebt 
Other Outgo 
Oepreo/1tlon (UndoQtedl 

TOIIII Gcwmmental ActlvltlH 
Tot.al Primary GCN9mmtn! 

4,303,031 
5,510.379 

2GU70 , 
2,7e3,41B 

3,577.68! 
127.570 

1 ,403,7«2. 
eee.211 

4!5,.w4,993 ; 
4!.444.9-fi. i $ 

Gene,ral R�tt: . 
iua ,,,,, Swww,tton, 

61,303 1 ,21 4,2.27 
574.427 U,43,97! 
49,726 1 1 5.�50 
32,791 1!!25,"456 
1 .433 2,487 

26.663 
- . 
1;,191 � 
;-;,,1 s a,os!.iff 

Ftat,84 and StltliRw.nua (Not �srtlcted) 
ln1tr11t and l�Jtm(lnt Eamirtgl 
MTK!IJM,oua 

Total Genni R•venues 
Change, in Net A, .. ts 

N.t Asaetl • l!leg�g 
Net Asutl - endlnQ 

'he accompanying nates iilre an integral part of tn11 stat.menL 

,., 

-. .. -.--... . 
5, 18:.! ;.,,.H , 

s-···1-1t2�3fia· 



cXHIBIT A-2 

Net (Expense) 
Revenue and 
Changes in 
Net Assets 

Governmental 
Activities 

s (16, 1 63,500) 
(3,021 ,501) 
(3,091 ,973) 

506 
(2, 1 95, 172) 
(3,573, 765) 

(127,570) 
( 1 ,377,099) 

(888,267) 
(30,438,361) 
(30,438,361) 

1 5,628,659 
1 8,497,092 

337,284 
2,614,720 

37,077,755 
6,639,394 

33,621 ,314 
$ 40,4601708 

13 



. .  -·,.., . .  � . .:r.rf;d..,.'1 'dCHOOL DISTRICT 
. •  �c:1.: - , '"/t:N\J/WEN1AI.. FUNOS 

JUNE :JO, 2003 

ASSETS: 
Cf Ill in COUnty TflPU,Y 
Ctllt In Rlvo/lllng Fund 
Accounll: RecelYlble 
Out trorrt Ollttr Fllt1fl1 
Stael lnvettlor/N 
Pr,pafd &pendlturea 

Total AIMl9 

LLUILITIES AND PUNO BALANCE: 
Lllbi�II: 

A=ount.s Payable 
Due ta Other Punda 
Otl'atr8d R1ltl'ffflu. 

Teti! llabmt111 

Fund e.lMC:9: 
RN«Wd Fund Elllancas: 

RN4NVI tor RavoMng cam 
PNltw fct Sforlta /1111t111toriH 
l'Narw fer PNp,ud ,,-,,. 
�IIIW for �  1-flbitted Bal.nee 

011ignated Fund Sll11nce1: 
Otltgnltld ftJr &onomk; UneartffltfN 
Other 0.1ign111H 

UnrtsetVtcl 
unrtservtd, reported In nonmajor: 

$pedal .'f1vwiue Fund, 
C,pitll � Fund4 

Total Puna Balance 

Tctll LlabWlle1 1na Fund Balances 

General 
Fund 

$ 3,;&7;.)01 
5� 

2,451,713 

Je;f,17 

s �,�, us1. 

s &7Ue5 
1 ,885.'°7 

7� 3.2; 

s.coo 
35.9,1 

379.629 
�SAO 

1 .eous1 
1 , 174,�� 

324.!471 

. 
:Jl!ir.�03 

$ B,897•• 

Sgld91 
Ftet8MI 

Fund 

' 3,002, 171 

5.682 
1 .1ss.no 

. 

$ 4,7§:"23 

$ 

4,183.823 
(488,805) 

�.783,823 

s 4,263
1
823 



County School 
Building Facilities 

Fund Fund 

s 16,890,848 $ 5,538,358 $ 

87 ,814 8,255 
78,926 

s 16,978,662 $ 5,625,539 $ 

s $ 452 ,120 $ 

452, 120 

16,978,662 5, 1 73,41 9 

16,978,662 5,173,419 

$ 16,978,662 $ 5,6251539 $ 

1 5  

Other 
Governmental 

Funds 

1 ,798,060 

308,847 

41 ,204 
12,585 

2, 1 60,696 

429,706 
63,889 

493,595 

41 ,204 
1 2,585 

1 , 1 64,7 1 1  
573, 1 55 

1 ,667, 101 

2 , 160,696 

$ 

$ 

$ 

$ 

EXHIBIT A-3 

Total 
.Governmental 

Funds 

31 ,21 6,738 
5,000 

2,869,31 1 
1 ,834,696 

78,021 
392,214 

36,395,980 

1 ,553,51 1 
1 ,929,696 

732,565 
4,215,772 

5,000 
78,021 

392,214 
73,640 

1 ,603,291 
5,938,178 

21,987,947 

1 , 164,71 1 
573, 155 

32, 180,208 

36,395,980 



FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 
TO THE STATEMENT OF NET ASSETS 
JUNE 30, 2003 

Total fund balances - governmental funds balance sheet 

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

Capital assets used in governmental activities are not reported in the funds, net of accumulated 
depreciation 

Unamortized costs: In governmental funds, debt issue costs are recognized as expenditures in the 
period they are incurred. In the government-wide statements, debt issue costs are amortized over 
the life of the debt. Unamortized debt issue costs included in the prepaid expense on the statement 
of net assets are 

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

Long-term liabilities: In governmental funds, only current liabilities are reported. In the statement of 
net assets, all liabilities, icluding long-term liabilities, are reported. Long-term liabilities relating to 
governmental activities consisted of 

Internal service funds: Internal service funds are used to conduct certain activities from which costs are 
charged to other funds on a full cost-recovery basis. Because internal service funds are presumed to 
operate for the benefit of governmental activities, assets and liabilities of internal service funds are 
reported with governmental activities in the statement of net assets. Net assets for internal service 
funds are 

Net assets of governmental activities - statement of net assets 

The accompanying notes are an integral part of this statement. 

1n 

EXHIBIT A-4 

$ 32, 1 80,208 

31 ,500, 178 

635,425 

(25,304) 

(24,246,838) 

4 17,039 

$ 40.460,708 
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FAL.LSH.QOK UNION ELEMENTARY SCHOOL DISTIIICT 
STATEMENT OP flEVENUES, S<PENDITURES. ANO CHANGES 
IN FUNO BALANCES · GOVEFWMl!NTAL PUNDS 
VSAA ENOED JUN!! 30, 2003 

General 
Fund 

�tvWIUIIS: 
Rtvenue Umlt S01.rCa1: 

Stallt A�tMnt, $ ,o.087,231!5 
LCC9/ Soun;ea 16,117,399 

Fffin Rt\181l'uit 7,369,012 
Ot!ltr State R•vet11Je 9,.1118.3150 
ow,., Local R9.,..nr,11!I 2.708,,4:M 

Tata! Rwenu11 41,Ht,�1 

expencmuru: 
ln.srruct!On 29,!!0,-419 
1natn.1elf0t1 • Rtllltd Servia•.s ... 278,214 
PupH � 3,920,629 
Communll)" &tMICa 201 ,709 
G.,_., Admi*trlUon 2,Sl,047 
F'ttnt Sll'llfcee 3,543,350 
O•bt hrY!a9: 

Pr/nfJlpc 60,299 
lmtUt 8.033 
Total �dltum 41.B.iiii 

Exc.11 (Otflcltnll)ll of Rtvenues 
over (UftdW) �-,c111.rr11 1 .481.nr 

ou,.,. Fln1ndng Sourett {Usas): 
O,,..tlnQ Tr.,,..'" 2.711,o4N 
OptrlllnQ Transters Ovt ("4 • .co&.891) 
FrOCHda FtOtrt SaM ot SOnda . 

Total Otl'ler Flnandn; SCUMS (\Jiff) !1,!1.ffll 

Net Change In Fund B1111r.ce (169,669) 

Fund Bllanc,, Juty1 
s ;  

3,787,072 
Fund B•lanc., Jun, 30 !,ffl1�01 

Special 
Re111rv1 

Fund 

s 

3S.949 
3!,941 

38,941 

4, 199, 191 
(3,719,49!) 

. 
441,1!1 

484,eM 

4.276,018 
s ... ,!�1123 



EXHIBIT A-5 

County School Other Total 
Building Facilities Governmental Governmental 

Fund Fund Funds Funds 

$ $ $ $ 1 0,067,236 
1 6, 1 17,399 

866,057 8,235,069 
5,136,596 129,775 1 1 ,735,721 

1 1 3,175 8,259 1 ,436,937 4,305,744 
1 13, 175 5, 144,855 2,432,769 50,461,  169 

26,550,416 
4,278,214 

1 ,728,264 5,648,893 
201 ,706 

68,233 2,766,280 
5,61 1 ,320 391 ,493 9,546,163 

361,839 431 ,138 
94,234 1 02,267 

5,61 1 ,320 2,644,063 49,525,077 

1 1 3, 175 (466,465) (21 1 ,294) 936,092 

5,639,884 187,500 1 2,716,030 
(5,639,884) (45,760) (13,81 1 ,030) 
22,505,371 22,505,371 
16,865,487 5,639,884 86,740 21,410,371 

16,978,662 5, 173,419 (124,554) 22,346,463 

1 ,791 ,655 9,833,745 
$ 16 ,978,662 $ 5 , 1731419 $ \667,101 $ 32, 180,208 

1 8  



FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, 
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS 
TO THE STATEMENT OF ACTIVITIES 
YEAR ENDED JUNE 30, 2003 

Net change in fund balances - total governmental funds 

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

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

Expenditures for capital outlay 
Depreciation expense 

Net 

6,338,007 
( 1 ,270,699) 

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

Debt proceeds: In governmental funds, proceeds from debt are recognized as Other Financing Sources. 
In the government-wide statements, proceeds are reported as increases to liabilities. Amounts recognized 
in governmental funds are proceeds from debt. net of issue premium or discount, were 

Debt issue costs: In governmental funds, debt issue costs are recognized as expenditures in the period 
they are incurred. I n  the government-wide statements, issue costs are amortized over the life of the 
debt. The difference between debt issue costs recognized in the current period and issue costs amortized 
for the period is 

Donated capital assets: In governmental funds, donated capital assets are not reported because they do 
not affect current financial resources. In government-wide statements, donated capital assets are reported 
as revenue and as increases to capital assets, at fair market value on the date of donation. The fair . 
market value of capital assets donated was 

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

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

Change in net assets of governmental activities - statement of activities 

The accompanying notes are an integral part of this statement. 
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EXHIBIT A-6 

$ 22.346,463 

5,067,308 

431, 140 

(21 ,561 , 1 87) 

(308,762) 

679,033 

(25,304) 

10,703 

$ 6,639,394 



FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
STATEMENT OF NET ASSETS 
INTERNAL SERVICE FUND 
JUNE 30, 2003 

ASSETS: 
Current Assets: 
Cash in County Treasury 
Accounts Receivable 

Total Current Assets 
Total Assets 

LIABILITIES: 
Current Liabilities: 

Accounts Payable 
Total Current Liabilities 
Total Liabilities 

NET ASSETS: 
Unrestricted Net Assets 

Total Net Assets 

The accompanying notes are an integral part of this statement 

20 

$ 

Nonmajor 
Internal Service 

Fund 

Self-Insurance 
Fund 

568,21 1 
2,546 

570,757 
$ ___ 57_0..;..., 7_57_ 

$ 153,718  ----:-::="=� 153,718  
153,718  

330,892 
$===41=7=,0=39= 

EXHIB IT A-7 



FALLBROOK UN ION ELEMENTARY SCHOOL DISTRICT 
STATEMENT OF REVENUES, EXPENSES, AND CHANGES 
IN FUND NET ASSETS • INTERNAL SERVICE FUND 
YEAR ENDED JUNE 30, 2003 

Operating Revenues: 
Local Revenue 

Total Revenues 

Operating Expenses: 
Services and Other Operating Expenses 

Total Expenses 

Operating Income (Loss) 

Income {Loss) before Contributions and Transfers 

Change in Net Assets 

Total Net Assets - Beginning 
Total Net Assets - Ending 

The accompanying notes are an integral part of this statement 

$ 

$ 

21 

EXHIBIT A-8 

Nonmajor 
Internal Service 

Fund 

Self-Insurance 
Fund 

787,051 
787,051 

700,904 
700,904 

86, 147 

86, 147 

86,147 

330,892 
417,039 



FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 
YEAR ENDED JUNE 30, 2003 

Cash Flows from Operating Activities: 

Non major 
Internal Service 

Fund 

Self-Insurance 
Fund 

Cash Received $ 775,1 90 
(719,1 53) Cash Payments to Other Suppliers for Goods and Services 

Net Cash Provided (Used) by Operating Activities 

Cash Flows from Investing Activities: 
Interest and Dividends on Investments 

Net Cash Provided (Used) for Investing Activities 

Net Increase (Decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

Reconciliation of Operating Income to Net Cash 
Provided by Operating Activities: 

Operating Income (Loss) 
Change in Assets and Liabilities: 

Decrease (Increase) in Receivables 
Increase (Decrease) in Accounts Payable 

Total Adjustments 
Net Cash Provided {Used) by Operating Activities 

The accompanying notes are an integral part of this statement. 

56,037 

1 2,785 
1 2,785 

68,822 

499,389 
$===56=8=,2=1 :::::::1 

$ 86, 147 

924 
(18,249) 
( 17,325) 

$ 68,822 ======= 

22 
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FALLBROOK UNION ELEMENT ARY SCHOOL DISTRICT 
S TATEMENT OF FIDUCIARY NET ASSETS 
FIDUCIARY FUNDS 
JUNE 30, 2003 Pension 

ASSETS: 
Cash in County Treasury 
Cash on Hand and in Banks 
Accounts Receivable 
Due from Other Funds 

Total Assets 

LIABILITIES: 
Due to Student Groups 

Total Liabilities 

NET ASSETS: 
Held in Trust for Pension Benefit 

Total Net Assets 

The accompanying notes are an integral part of this statement. 

$ 

Trust 
Fund 

Retiree 
Benefit 
Fund 

1 ,000,000 

240 

95,000 

$ __ 1 ;._,0_95...:..,2_4_0 

1 ,095,240 

$====1 ,=09=5=,2=4=0 

23 

$ 

Agency 
Fund 

Student 
Body 
Fund 

25,805 

$ ___ 2_5...:....,8_05_ 

25,805 
25,805 

$===== 

EXHIBIT A-1 0  



FALLBROOK UN ION ELEMENTARY SCHOOL DISTRICT 
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS 

FIDUCIARY FUNDS 
YEAR ENDED JUNE 30, 2003 

Additions: 
Net (Decrease) in Fair Value of Investments 
Employer Contributions 

Total Additions 

Deductions: 

Change In Net Assets 

Net Assets-Beginning of the Year 
Net Assets-End of the Year 

$ 

Pension 
Trust 
Funds 
Retiree 
Benefit 
Fund 

240 
1 ,095,000 
1 , 095,240 

1 ,095,240 

$====1 '=09=5=,2=40= 

The accompanying notes are an Integral part of this statement. 
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FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

A. Summary of Significant Accounting Policies 

Fallbrook Union Elementary School District (District) accounts for its financial transactions in accordance with the 
policies and procedures of the Department of Education's "California School Accounting Manual". The accounting 
policies of the District conform to accounting principles generally accepted in the United States of America (GAAP) as 
prescribed by the Governmental Accounting Standards Board (GASB) and the American Institute of Certified Public 
Accountants (AICPA). For the fiscal year ended June 30, 2003, the District implem ented the new reporting 
requirements of GASB Statement Nos. 33 and 34. As a result, an entirely new financial reporting model has been 
implemented. 

1 .  Reporting Entity 

The District's combined financial statements include the accounts of all its operations. The District evaluated 
whether any other entity should be included in these financial statements. The criteria for including 
organizations as component units within the District's reporting entity, as set forth in GASS Statement No. 1 4, 
"The Financial Reporting Entity," include whether: 

- the organization is legally separate (can sue and be sued in its name) 
- the District holds the corporate powers of the organization 
- the District appoints a voting majority of the organization's board 
- the District is able to impose its will on the organization 
- the organization has the potential to impose a financial benefiUburden on the District 
- there is fiscal dependency by the organization on the District 

Based on these criteria, the District has no component units. Additionally, the District is not a component unit of 
any other reporting entity as defined by the GASS Statement. 

2. Basis of Presentation Basis of Accounting 

a. Basis of Presentation 

Government-wide Statements: The statement of net assets and the statement . of activities include the 
financial activities of the overall government, except for fiduciary activities. Eliminations been made to 
minimize the double-counting of internal activities. Governmental activities generally are financed through 
taxes, intergovernmental revenues, and other nonexchange transactions. 

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

Fund Financial Statements: The fund financial statements provide information about the District's funds, 
with separate statements presented for each fund category. The emphasis of fund financial statements is on 
major governmental funds, each displayed in a separate column. All remaining governmental funds are 
aggregated and reported as nonmajor funds. 

Proprietary fund operating revenues, such as charges for services, result from exchange transactions 
associated with the principal activity of the fund. Exchange transactions are those in which each party receives 
and gives up essentially equal values. Nonoperating revenues, such as subsidies .and investment earnings, 
result from nonexchange transactions or ancillary activities. 
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FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

The District reports the following major governmental funds: 

General Fund. This is the District's primary operating fund. It accounts for all financial resources of the 
District except those required to be accounted for in another fund. 

Special Reserve Fund for Other Than Capital Outlay. This fund is used primarily to provide for the 
accumulation of General Fund money for general operating purposes. 

Building Fund. This fund is used to account for revenues and expenditures associated with the purchase 
of and construction of capital assets. 

County School Facilities Fund. This fund is used to account for revenues and expenditures for construction 
and reconstruction of school facilities. 

In addition, the District reports the following fund types: 

Internal Service Funds: These funds are used to account for revenues and expenses related to services provided 
to parties inside the District. These funds facilitate distribution of support costs to the users of support 
services on a cost-reimbursement basis. Because the principal users of the internal services are the 
District's governmental activities, this fund type is included in the "Governmental Activities" column of the 
government-wide financial statements. 

Pension (and Other Employee Benefit) Trust Funds: These funds are used to report resources that are 
required to be held in trust for the members and beneficiaries of defined benefit pension plans, defined 
contribution plans, other postemployment benefit plans, or other employee benefit plans. 

Agency Funds: These funds are used to report student activity funds and other resources held in a purely custodial 
capacity (assets equal liabilities). Agency funds typically involve only the receipt, temporary investment, and 
remittance of fiduciary resources to individuals, private organizations, or other governments. 

Fiduciary funds are reported in the fiduciary fund financial statements. However, because their assets are held in 
a trustee or agent capacity and are therefore not available to support District programs, these funds are not 
included in the government-wide statements. 

b. Measurement focus Basis of Accounting 

Government-wide, Proprietary, and Fiduciary Fund Financial Statements: These financial statements are 
reported using the economic resources measurem ent focus. The government-wide and proprietary fund 
financial statements are reported using the accrual basis of accounting. Revenues are recorded when 
earned and expenses are recorded at the time liabilities are incurred, regardless of when the related cash 
flows take place. Nonexchange transactions, in which the District gives (or receives) value without directly 
receiving (or giving) equal value in exchange, include property taxes, grants, entitlements, and donations. 
On an accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are 
levied. Revenue from grants, entitlements, and donations is recognized in the fiscal year in which all 
eligibility requirements have been satisfied. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

Governmental Fund Financial Statements: Governmental funds are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting. Under this method, revenues 
are recognized when measurable and available. The District does not consider revenues collected after its 
year-end to be available in the current period. Revenues from local sources consist primarily of property 
taxes. Property tax revenues and revenues received from the State are recognized under the 
susceptible-to-accrual concept. Miscellaneous revenues are recorded as revenue when received in cash 
because they are generally not measurable until actually received. Investment earnings are recorded as 
earned, since they are both measurable and available. Expenditures are recorded when the related fund 
liability is incurred, except for principal and interest on general long-term debt, claims and judgments, and 
compensated absences, which are recognized as expenditures to the extent they have matured. General 
capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general 
long-term debt and acquisitions under capital leases are reported as other financing sources. 

When the District incurs an expenditure or expense for which both restricted and unrestricted resources may 
be used, it is the District's policy to use restricted resources first, then unrestricted resources. 

Under GASS Statement No. 20, "Accounting and Financial Reporting for Proprietary Funds and Other 
Governmental Entities That Use Proprietary Fund Accounting," all proprietary funds will continue to follow 
Financial Accounting Standards Board ("FASS") standards issued on or before November 30, 1989. 
However, from that date forward, proprietary funds will have the option of either 1 )  choosing not to apply 
future FASS standards (including amendments of earlier pronouncements), or 2) continuing to follow new 
FASS pronouncements unless they conflict with GASS guidance. The District has chosen to apply future 
FASB standards. 

3. Encumbrances 

Encum brance accounting is used in all budgeted funds to reserve portions of applicable appropriations for which 
commitments have been made. Encumbrances are recorded for purchase orders, contracts. and other 
commitments when they are written. Encumbrances are liquidated when the commitments are paid. All 
encumbrances are liquidated as of June 30. 

4. Assets Liabilities and Equity 

a. Deposits and Investments 

Cash balances held in banks and in revolving funds are insured to $1 00,000 by the Federal Depository 
Insurance Corporation. All cash held by the financial institutions is fully insured or collateralized. For 
purposes of the statement of cash flows, highly liquid investments are considered · to be cash equivalents if 
they have a maturity of three months or less when purchased. 

In accordance with Education Code Section 41001 ,  the District maintains substantially all its cash in the 
San Diego County Treasury. The county pools these funds with those of other districts in the county and 
invests the cash. These pooled funds are carried at cost, which approximates market value. Interest earned 
is deposited quarterly into participating funds, except for the Tax Override Funds, in which interest earned 
is credited to the general fund. Any investment losses are proportionately shared by all funds in the pool. 

The county is authorized to deposit cash and invest excess funds by California Government Code Section 
53648 et seq. The funds maintained by the county are either secured by federal depository insurance or are 
collateralized. 

Information regarding the amount of dollars invested in derivatives with San Diego County Treasury was 
not available. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

b. Stores Jnyentorjes and Prepaid Expenditures 

Inventories are recorded using the purchases method in that the cost is recorded as an expenditure at the 
time individual inventory items are purchased. Inventories are valued at average cost and consist of 
expendable supplies held for consumption. Reported inventories are equally offset by a fund balance 
reserve, which indicates that these amounts are not "available for appropriation and expenditure" even 
though they are a component of net current assets. 

The District has the option of reporting an expenditure in governmental funds for prepaid items either when 
purchased or during the benefiting period. The District has chosen to report the expenditure when incurred . 

c. Cap;taf Assets 

Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated fixed assets 
are recorded at their estimated fair value at the date of the donation. The cost of normal maintenance and repairs 
that do not add to the value of the asset or materially extend assets' lives are not capitalized. A capitalization 
threshold of $5,000 is used. 

Capital assets are being depreciated using the straight-line method over the following estimated useful lives: 

Asset Class 

Infrastructure 
Buildings 
Building Improvements 
Vehicles 
Office Equipment 
Computer Equipment 

d, Receivable and Payable Balances 

Estimated 
Useful Lives 

30 
50 
20 

2-15 
3-15 
3-15  

The District believes that sufficient detail of receivable and payable balances i s  provided i n  the financial 
statements to avoid the obscuring of significant components by aggregation. Therefore, no disclosure is provided 
which disaggregates those balances. 

There are no significant receivables which are not scheduled for collection within one year of year end. 

e. Compensated Absences 

Accumulated unpaid employee vacation benefits are recognized as liabilities of the District. The current 
portion of the liabilities is recognized in the general fund at year end. 

Accumulated sick leave benefits are not recognized as liabilities of the District. The District's policy is to 
record sick leave as an operating expense in the period taken since such benefits do not vest nor is payment 
probable; however, unused sick leave is added to the creditable service period for calculation of retirement 
benefits when the employee retires. 

f. Deferred Revenue 

Cash received for federal and state special projects and programs is recognized as revenue to the extent that 
qualified expenditures have been incurred. Deferred revenue is recorded to the extent cash received on specific 
projects and programs exceeds qualified expenditures. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

g. lnterfund Activity 

lnterfund activity results from loans, services provided, reimbursements or transfers between funds. Loans are 
reported as interfund receivables and payables as appropriate and are subject to elimination upon consolidation. 
Services provided, deemed to be at market or near market rates, are treated as revenues and expenditures or 
expenses. Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund and 
reduces its related cost as a reimbursement. All other interfund transactions are treated as transfers. Transfers In 
and Transfers Out are netted and presented as a single ''Transfers" line on the government-wide statement of 
activities. Similarly, interfund receivables and payables are netted and presented as a single "Internal Balances" 
line of the government-wide statement of net assets. 

h. Property Taxes 

Secured property taxes attach as an enforceable lien on property as of March 1 .  Taxes a.re payable in two 
installments on November 15 and March 1 5. Unsecured property taxes are payable in one installment on or 
before August 3 1 .  The County of San Diego bills and collects the taxes for the District. 

i .  Fund Balance Reserves and Designations 

Reservations of the ending fund balance indicate the portions of fund balance not appropriable for expenditure 
or amounts legally segregated for a specific future use. The reserve for revolving fund and reserve for stores 
inventory reflect the portions of fund balance represented by revolving fund cash and stores inventory, 
respectively. These amounts are not available for appropriation and expenditure at the balance sheet date. 

Designations of the ending fund balance indicate tentative plans for financial resource utilization in a future 
period. 

j. Use of Estimates 

The preparation of financial statements in conformity with GAAP requires the use of management's estimates. 

B. compliance and Accountability 

1 .  Finance-Related Legal and Contractual Provisions 

In accordance with GASB Statement No. 38, "Certain Financial Statement Note Disclosures," violations of finance
related legal and contractual provisions, if any, are reported below, along with actions taken to address such violations: 

Violation 
None reported 

Action Taken 
Not applicable 

2. Deficit Fund Balance or Fund Net Assets of Individual Funds 

Following are funds having deficit fund balances or fund net assets at year end, if any, along with remarks which address 
such deficits: 

Fund Name 
None reported 

Deficit 
Amount 

Not applicable 

29 

Remarks 
Not applicable 



FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

c. Cash and Investments 
Cash in County Treasury· 

D. 

In accordance with Education Code Section 41001 , the District maintains substantially all of its cash in the San Diego 
County Treasury as part of the common investment pool ($32,784,949 as of June 30, 2003). The fair value of the 
District's portion of this pool as of that date, as provided by the pool sponsor, was $32,784,949. Assumptions made in 
determining the fair value of the pooled investment portfolios are available from the County Treasurer. The county is 
restricted by Government Code Section 53635 pursuant to Section 53601 to invest in time deposits, U.S. government 
securities, state registered warrants, notes or bonds, State Treasurer's investment pool, bankers' acceptances, 
commercial paper, negotiable certificates of deposit, and repurchase or reverse repurchase agreements. 

cash on Hand in Banks and io Revolving Fund 
Cash balances on hand and in banks ($25,805 as of June 30, 2003) and in the revolving fund ($5,000) are insured up 
to $1 00,000 by the Federal Depository Insurance Corporation. All cash held by the financial institution is fully insured 
or collateralized. 

Investment Accounting Policy 
The District is required by GASS Statement No. 31 to disclose its policy for determining which investments, if any, are 
reported at amortized cost. The District's general policy is to report money market investments and short-term 
participating interest-earning investment contracts at amortized cost and to report nonparticipating interest-earning 
investment contracts using a cost-based measure. However, if the fair value of an investm.ent is significantly affected 
by the impairment of the credit standing of the issuer or by other factors, it is reported at fair value. All other 
investments are reported at fair value unless a legal contract exists which guarantees a higher value. The term 
"short-term" refers to investments which have a remaining term of one year or less at time of purchase. The term 
"nonparticipating" means that the investment's value does not vary with market interest rate changes. Nonnegotiable 
certificates of deposit are examples of nonparticipating interest-earning investment contracts. 

The District's investments in external investment pools are reported at an amount determined by the fair value per 
share of the pool's underlying portfolio, unless the pool is 2a7-like, in which case they are reported at share value. A 
2a7-like pool is one which is not registered with the Securities and Exchange Commission ("SEC") as an investment 
company, but nevertheless has a policy that it will, and does, operate in a manner consistent with the SEC's Rule 2a7 
of the Investment Company Act of 1 940. 

Capital Assets 

Capital asset activity for the year ended June 30, 2003, was as follows: 
Beginning Ending 
Balances Increases Decreases Balances 

Governmental activities· 
Capital assets not being depreciated: 
Land $ 4,044,267 $ $ $ 4,044,267 
Work in progress 857,408 5,835,791 6,693, 199 
Total capital assets not being depreciated 4,901 ,675 5,835,791 10,737,466 

Capital assets being depreciated: 
Buildings 20,890,982 20,890,982 
improvements 8,284,849 1 47,036 8,431 ,885 
Equipment 3,466,932 1 , 034,213 4,501 ,145 
Total capital assets being depreciated 32,642,763 1 , 1 81,249 33,824,012 

Less accumulated depreciation for: 
Buildings (7,091 ,410) (516,703) fl,608, 1 1 3) 
improvements (2,868,587) (371 ,584) (3,240,171 )  
Equipment ( 1 ,830,604) (382,412) (2,213,016) 

Total accumulated depreciation (1 1 ,790,601) (1 ,270,699) (13,061 ,300) 
Total capital assets being depreciated, net 20,852, 162 (89,450} 20,762,71 2 

Governmental activities capital assets, net $ 25, 753,837 $ 5,746,341 $ $ 31 ,500,178 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

Depreciation was charged to functions as follows: 

Instruction 
Instruction-Related Services 
Pupil Services 
General Administration 
Plant Services 
Other Outgo 

E. lnterfund Bafances and Activites 

1 .  Due To  and From Other Funds 

$ 26,512 
23,425 

298,062 
525 

33,888 
888,287 

$==1 ,=27=0=,6=99= 

Balances due to and due from other funds at June 30 , 2003, consisted of the following: 

F. 

Due To Fund 

Special Reserve Fund 
County School Facilities Fund 
County School Facilities Fund 
Retiree Benefit Fund 

Due From Fund 

General Fund 
Capital Facilities Fund 
General Fund 
General Fund 

Total 

All amounts due are scheduled to be repaid within one year. 

2. Transfers To and From Other Funds 

$ 

Amount 

1 ,755,770 

63,889 
15,037 
95,000 

$====1,=92=9=,6=96= 

Transfers to and from other funds at June 30, 2003, consisted of the following: 

Transfers From Transfers To Amount 

Special Reserve Fund General Fund $ 2,71 9,495 
Special Reserve Fund Retiree Benefit Fund $ 1 ,000 ,000 
General fund Retiree Benefit Fund $ 95,000 
Building Fund County School Facilities Fund $ 5,636,884 
General fund Deferred Maintenance Fund $ 1 87,500 
State School Building Fund Special Reserve Fund 45,760 
General fund Special Reserve Fund 4,1 26,391 

Total $ 13,81 1 ,030 

SbQr:t-Ierrn Qebt Activit¥ 

The District accounts for short-term debts for maintenance purposes through the General Fund. The proceeds from 
loans are shown in the financial statements as Other Resources. 
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G. Long-Term Obligations 

1 .  Long-Term Obligation Activity 

Long-term obligations include debt and other long-term liabilities. Changes in long-term obligations for the year ended 
June 30, 2003, are as follows: 

Beginning 
Balance Increases Decreases 

Goyemmental adiYities· 
General obligation bonds $ $ 22,505,371 $ $ 

Capital leases 2,038,428 431 ,  1 38 
Compensated absences * 144,880 1 0,703 
Total governmental activities $ 2,183,308 $ 22,505,371 $ 441,841 $ 

* Other long-term liabilities 
The funds typically used to liquidate other long-term liabilities in the past are as follows: 

Liability 
Compensated absences 

2. Debt Service Requirements 

Activity Type ...,F,....un_d ___ _ 
Governmental General 

Debt service requirements on long-term debt at June 30, 2003, are as follows: 

Year Ending June 30 
2004 
2005 
2006 
2007 
2008 
2009-201 3 
2014-2018 
2019-2023 
2024-2028 
Totals 

Capital Leases 

$ 

$ 

Governmental Activities 
Principal 

588,252 $ 
402, 1 62 
817,522 

775,989 
652,541 

3, 145,000 
4,61 5,000 
6,945,000 
6, 305,372 

24,246,838 $ 

Interest 
880,636 $ 

965, 172 
939,753 
922,877 
888,687 

4, 1 65,050 
3,458,176 
2 ,202,306 
5,479,024 

19 ,901 ,681 $ 

Total 
1 ,468,888 
1 ,367,334 
1 ,757,275 
1 ,698,866 
1 ,541 ,228 
7,31 0,050 
8,073,1 76 
9, 1 47,306 

1 1 ,784,396 
44, 148,519 

Amounts 
Ending Due Within 
Balance One Year 

22,505,371 

1 ,607,290 454,075 
134, 177 1 34, 177 

24,246,838 $ 588,252 

Commitments under capitalized lease agreements for facilities and equipment provide for minimum future lease payments 
as of June 30, 2003, as follows: 

Year Ending June 30· 
2004 
2005 
2006 
2007 
2008 
Total Minimum Lease Payments 
Less Amount Representing Interest 
Present Value of Net Minimum Lease Payments 
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$ 533,404 
457,332 

377,023 
298,314 
1 30,877 

1 ,796,950 
(1 89,660) 

$===1 ,=60=7=, 2=90= 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2003 

H. Joint Ventures (Joint Powers Agreements) 

The District participates in one joint powers agreement (JPA) entity, the San Diego County Schools 
Risk Management (SDCSRM). The relationship between the District and the JPA is such that the JPA 
is not a component unit of the District. 

The JPA arranges for and provides for various types of insurances for its member districts as requested. The 
JPA is governed by a board consisting of a representative from each member district. The board controls 
the operations of the JPA, including selection of management and approval of operating budgets, independent 
of any influence by the member districts beyond their representation on the board. Each member district pays 
a premium commensurate with the level of coverage requested and shares surpluses and deficits proportionate 
to their participation in the JPA. 

Combined condensed unaudited financial information of the District's share of the JPA for the year ended 
June 30, 2003 is as follows: 

Total Assets 
Total Liabilities 
Total Fund Balance 

Total Cash Receipts 
Total Cash Disbursements 
Net Change in Fund Balance 

I .  Employee Retirement Systems 

666,739 
470,879 
1 95,860 

655,540 
458,074 
1 97,466 

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

PERS: 

Piao Description 

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

funding Policy 

Active plan members are required to contribute 7% of their salary (7% of monthly salary over $133.33 if the member 
participates in Social Security), and the District is required to contribute an actuarially determined rate. The actuarial 
methods and assumptions used for determining the rate are those adopted by the CalPERS Board of Administration. 
The required employer contribution rate for fiscal year 2002-03 was 0% of annual payroll. The contribution 
requirements of the plan members are established by state statute. The District's contributions to CalPERS for the 
fiscal year ending June 30, 2003, 2002 and 2001 were $459,813, $353,791 and $324,328, respectively, and equal 
100% of the required contributions for each year. The amount contributed by the State on behalf of the District was 
$5,357. 
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STRS: 

Plan Description 

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

Funding Policy 

Active plan members are required to contribute 8% of their salary and the District is required to contribute an 
actuarially determined rate. The actuarial methods and assum ptions used for determining the rate are those adopted 
by the STRS Teachers' Retirement Board. The required employer contribution rate for fiscal year 2002-03 was 8.25% 
of annual payroll. The contribution requirements of the plan members are established by state statute. The District's 
contributions to STRS for the fiscal year ending June 30, 2003, 2002 and 2001 were $1 ,721 ,298, $1 ,690,872 and 
$1 ,656,766, respectively, and equal 1 00% of the required contributions for each year. The amount contributed by the 
State on behalf of the District was $1 ,051 ,244. 

J. Postemployment Benefits Other Than Pension Benefits 

The District provides postretirement health care benefits, as established by board policy, to all employees who retire 
from the District on or after attaining age 55 with at least 1 0  years of service. On June 30, 2003, retirees met these 
eligibility requirements. 

The District pays health insurance premiums on behalf of qualified pre-Medicare retirees at a rate ranging from 50% 
to 100% of the cost, depending on length of service and other factors. . During the year ended June 30 2003, 
expenditures of $203,547 were recognized for postretirement health care. These costs were funded on a 
pay-as-you-go basis. The District does not recognize a liability for future postemployment health care benefits 
because the amount cannot be reasonably determined. In accordance with AB 3141 , the District contracted for an 
accrual calculation of the plan for retirees age 65 and older. The study, dated July 2002, disclosed the following 
information regarding the future liability: 

Present value of benefits 

Past service liability 

Net periodic expense 

K. Commitments and Contingencies 

Litigation 

Total Retiree 
Liability 

$6,983,735 

$4,871 ,381 

$804,788 

Over Age 65 
Liability Only 

$2,525,191 

$1 ,889,479 

$291 ,266 

The District is involved in various litigation. In the opinion of management and legal counsel, the disposition of all 
litigation pending will not have a material effect on the financial statements. 

state and federal Allowances Awards and Grants 

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

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and 
omissions; injuries to employees; and natural disasters. The District has one self-insurance fund (I nternal Service Fund) 
to account for and finance its uninsured risks of loss. The Internal Service Fund provides dental and vision coverage to 
employees. 

All funds of the District participate in the program, but only the General Fund makes payments to the Self Insurance 
Fund based on actuarial estimates of the amounts needed to pay prior and current year claims and to establish a 
liability for open claims and Incurred But Not Reported (IBNR) claims. The claims and liability of $125,753 is included 
in the liabilities under accounts payable and is reported in accordance with Financial Accounting Standards Board Statement 
No. 1 o. which requires that a liability for claims be reported if information prior to the issuance of the financial statements 
indicates that it is probable that a liability has been incurred at the date of the financial statements and the amount of 
the loss can be reasonably estimated at the end of the fiscal year. Changes in the Internal Service Fund's claim liability 
in the fiscal year ended June 30, 2003 are indicated below: 

Current Year 
Begining Claims and Ending 

Fiscal Year Changes in Claim Fiscal Year 
Liability Estimates Payments Liability 

Year 2002-03 $1 38,442 $758.477 $771 . 166 $1 25,753 
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I 
FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
G£N£RAL FUND 
BUDGETARY COMPARISON SCHEDULE 

I 
YEAR ENDED JUNE 30, 2003 

I Budgeted Amounts 
Original Final 

I 
Revenues: 

Revenue Limit Sources: 
State Apportionments $ 9,854,645 $ 9,854,645 

I 
Local Sources 16, 1 38,630 16, 138,630 

Federal Revenue 7,764,510 7,779,726 
Other State Revenue 6,632,942 6,936,605 
Other Local Revenue 2,983,365 2,984,546 

I 
Total Revenues 43,374,092 43,694, 1 52 

Expenditures: 
Instruction 27,410,391 26,665,703 

I 
Instruction - Related Services 4,881 ,527 4,881 ,527 
Pupil Services 4,022,354 4, 120, 160 
Community Services 307,595 303,674 

I 
General Administration 2,793,617  2,869,075 
Plant Services 3,893,1 76 3,893,176 
Debt Service: 

Principal 69,299 69,299 

I 
Interest 8,033 8,033 
Total Expenditures 43,385,992 42,810,647 

Excess (Deficiency) of Revenues 

I 
Over (Under) Expenditures (1 1 ,900) 883,505 

Other Financing Sources (Uses): 

I 
Operating Transfers In 2,719,495 2,719,495 
Operating Transfers Out (3,555, 1 20) (4,450,555) 
Other Uses 

Total Other Financing Sources (Uses) (835,625) ( 1 ,731 ,060) 

I Net Change in Fund Balance (847,525) (847,555) 

Fund Balance, July1 3,767,072 3,767,072 

I 
Fund Balance, June 30 $ 2,91 9,547 $ 2,91 9,517 

I 

I 

I 

I 

I 

I 36 

$ 

$ 

Actual 

1 0,067,236 
1 6, 1 17,399 

7,369,012 
6,469,350 
2,708,424 

42,731 ,421 

26,550,416 
4,278,214 
3,920,629 

201 ,706 
2, 1 97, 179 
3,543,350 

69,299 
8,033 

40,768,826 

1 ,962,595 

2,719,495 
(4,405,891) 

(445,868) 
(2, 1 32,264) 

( 169,669) 

3,767,072 
3,597,403 

EXHIBIT 8-1 

Variance with 
Final Budget 

Positive 
(Negative) 

$ 21 2,591 
(21 ,231 ) 

(410,714) 
(467,255) 
(276, 1 22) 
(962,731) 

1 1 5,287 
603,313 
199,531 
101 ,968 
671 ,896 
349,826 

2,041 ,821 

1 ,079,090 

44,664 
(445,868) 
(401,204) 

677,886 

$ 677,886 



FALLBROOK UNION ELEMENTARY SCHOOL DISTRICT 
SPECIAL RESERVE OTHER THAN CAPITAL OUTLAY 
BUDGETARY COMPARISON SCHEDULE 
YEAR ENDED JUNE 30, 2003 

Budgeted Amounts 
Original Final 

Revenues: 
Other Local Revenue $ 20,000 $ 20,000 

Total Revenues 20,000 20,000 

Expenditures: 
Total Expenditures 

Excess (Deficiency) of Revenues 
Over (Under) Expenditures 20,000 20,000 

Other Financing Sources (Uses): 
Operating Transfers In 3,413,381 3,439,548 
Operating Transfers Out (3, 71 9,495) (3,719,495) 

Total Other Financing Sources (Uses) (306, 1 14) (279,947) 

Net Change in Fund Balance (286, 1 14) (259,947) 

Fund Balance, July1 4,275,01 8  4,275,018  
Fund Balance, June 30 $ 3,988,904 $ 4,015,071 
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EXHIBIT B-2 

Variance with 
Final Budget 

Positive 
Actual (Negative) 

$ 38,949 $ 18 ,949 
38,949 18 ,949 

38,949 1 8,949 

4, 1 69, 1 51 729,603 
(3,71 9,495) 

449,656 729,603 

488,605 748,552 

4,275,018 
$ 4,763,623 $ 748,552 
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APPENDIX B 

ECONOMY OF THE GENERAL VICINITY OF THE DISTRICT 

The foll01Ving econonic data for the unincorporated tCM/fl of Fall brook (" Fall brook" ) and the 
County are presented for information purposes only. The Bonds are not a debt or obligation of either 
Fall brook or the County. 

Introduction 

The County of San Diego is the southernrrost major metropolitan area in the State of California 
The County cavers approximately 4,255 square miles, extending 70 miles along the Pacific Coast from 
the Mexican border to Orange County, and inland 75 miles to Imperial County. Riverside and Orange 
Counties form the northern boundary. The County is approximately the size of the State of Connecticut. 

Topography of the County varies from broad coastal plains and fertile inland valleys to mountain 
ranges in the east which rise to an elevation of 6, 500 feet. Eastern slopes of these rrountai ns form the rim 
of the Anza-Borrego Desert and the Imperial Valley. The Cleveland National Forest occupies much of 
the interior portion of the county. The climate is equable in the coastal and valley regions where rrost of 
the population and resources are located. Average annual rainfall in the coastal areas is approximately 10 
inches. 

The County possesses a diverse econonic base consisting of a significant manufacturing presence 
in the fields of electronics and shipbuilding, a large tourist industry attracted 0y the favorable climate of 
the region, and a considerable defense-related presence which contributes approximately $10 billion into 
the retai I and service businesses of the area. 

County G avernment 

The County was incorporated on February 18, 1850 and functions under a charter adopted in 
1933, as subsequently amended from time to time. The County is gaverned 0y a five-member Board of 
Supervisors elected to four-year terms in district nonpartisan elections. The Board of Supervisors 
appoints the Chief Adninistrative Officer and the County Counsel. Elected officials of the County 
include the Assessor, County Clerk, District Attorney, Recorder, Sheriff and Treasurer-Tax Collector. 

Population 

The County has experienced rapid grO!Vth and development in the past decade. 2000 Census data 
records San Diego County's population as aver 2.8 ni llion, an increase aver 1990 Census data of 12.6% 
or 315,800 new residents. Overall, San Diego County ranks as the third rrost populated county in 
California. Its population is prqjected to reach close to 3.9 ni l lion 0y the year 2020. Between 1990 and 
2000, Fall brook's population gre.iv from 37,334 to 39,585 an increase of 6.024% . 

The foll01Ving table sh01Vs the total population for the County and the State for each year from 
1995 through 2003. 
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COUNTY OF SAN DI EGO AND THE STATE OF CAL I FORNI A 
POPULAT ION 

County of State of 
Year San Diego California 

1995 2,658,600 31,910,000 
1996 2,682,100 32,223,000 
1997 2,729,100 32,670,000 
1998 2,795,800 33, 226, 000 
1999 2,853,300 33, 773,000 
2000 2,9 11,500 34,336,000 
2001 2,859,000 34,385,000 
2002 2,9 18,300 35,037,000 
2003 2,961,600 35, 59 1,000 

-------------------
Source: Cal i fornia State Department of F i nance, esti mates as of J anuary 1 .  

Income 

"Effective Buying Income," also referred to as "disposable" or "after-tax" income, consists of 
personal income less personal tax and certain non-tax payments. Personal income includes wages and 
salaries, other labor-related income (such as errµloyer contributions to private pension funds), and certain 
other income (e.g., proprietor's income; rental income; dividends and interest; pensions; and welfare 
assistance). Deducted from this total are personal taxes (federal, state and local), certain non-tax 
payments (e.g., fines, fees and penal ti es), and personal contributions to a retirement program 

The foll01Ving tables sh01Vs the median household Effective Buying Income for the County, the 
State and the United States of America between calendar years 1995 and 2002. 

MEDIAN HOUSEHOLD EFFECTIVE BUY ING INCOME 
Calendar Y ear s 1995 through 2002 

1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 

County of 
San Diego 

$33,679 
34,445 
35,725 
36,296 
39,213 
44,292 
44,196 
42,315 

State of 
California 

$34,533 
35,216 
36,483 
37,091 
39,492 
44,464 
43,532 
42,484 

United 
States 

$32,238 
33,482 
34,618 
35,377 
37,233 
39, 129 
38,365 
38,035 

Source: Sales & M arketi ng Management M agazi ne "S urvey of B uying POltVer." 

Local Business 

The Fall brook Chamber of Commerce rraintains a website found at www.fallbrookca.org which 
lists local businesses, schools, community organizations and local events. 
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U nemployment 

The unemployment rate i n  the County i n  2003 was 4.3°A> .  I n  contrast, the average 
unemployment rate i n  Cal ifornia i n  2003 was 6.7% , and the unemployment rate i n  the U nited States was 
6.CYA> .  

COU NTY OF SAN DI EGO , STATE OF  CAL I FORN IA, 
AND U N I TE D STATES O F  AM E R I CA 

C ivi l ian L abor Force, C ivi l ian E mployment, C ivi l ian U nemployment, and C ivi l ian U nemployment Rate 

U nemployment 
Y ear and Area Labor Force Errployment U nemployment Rate( 1 l 

1 997 
San Di ego 1 ,285, 1 00  1 ,230,800 54,300 4.2% 
Cal ifornia 1 5,947,300 1 4,942,500 1 ,004,700 6.3°A> 
U nited States( 1) 1 36,297,000 1 29,558,000 6,739,000 4.9>A> 

1 998 
San Di ego 1 ,32 1 ,000 1 ,274,600 46,400 3.5% 
Cal ifornia 1 6,336, 500 1 5,367,500 969,000 5.9>A> 
U nited States( 1) 1 37,673,000 1 31 ,463,000 6,2 1 0,000 4. 5% 

1 999 
San Di ego 1 ,361 ,600 1 ,3 1 9,600 42,000 3. 1% 
Cal ifornia 1 6,596,500 1 5,731 ,700 864,800 5.2% 
U nited States( l ) 1 39,368,000 1 35,208,000 5,655,000 4.CYA> 

2000 
San Di ego 1 ,404,200 1 ,362, 1 00  42,000 3.CYA> 
Cal ifornia 1 7,090,800 1 6,245,600 845,200 4.9>A> 
U nited States( 1) 1 40,863,000 1 35,208,000 5,655,000 4.CYA> 

2001 
San Di ego 1 ,424,900 1 ,379,200 45,700 3.2% 
Cal ifornia 1 7,362,200 1 6,435,200 927, 1 00  5.3°A> 
U nited States( 1) 1 41 ,81 5,000 1 35,073,000 6,742,000 4.B>A> 

2002 
San Di ego 1 ,469,000 1 ,406,400 63,000 4.3°A> 
Cal ifornia 1 7,459,400 1 6,306,500 1 ,  1 52,900 6.6% 
U nited States( 1) 1 44,863,000 1 36,485,000 8,378,000 5.B>A> 

2003 
San Di ego 1 ,481 ,400 1 ,41 8,300 63, 1 00  4.3°A> 
Cal ifornia 1 7,460,000 1 6,282,700 1 ,  1 77,300 6.1% 
U nited States( 1) 1 46, 5 10,000 1 37,736,000 8,774,000 6.CYA> 

--------------------
( l ) Unemployment rate i s  based on unrounded data. 
March 2003 Benchmark; dates are not seasonal ly adjusted 
Source: Cal i fornia State Employment Development Department. 

B -3 



Industr y 

The County's diverse econoni c base includes services, gavernrrent, and wholesale and retail 
trade. Services is the largest industry in the County, accounting for 33.2°A> of the total emplayrrent and 
projected to reach 431,600 jobs 0y 2004, an increase of 2% .  Within services, grONth is concentrated in 
the business services component, which is prqjected to reach 111,500 jobs 0y the year 2004, an increase 
of 42°A> . 

Another significant industry sector expected to increase emplayrrent in the County's future 
economy is trade. A I ready accounting for 22°A> of the County's total empl ayrrent, trade has been grCMti ng 
steadily si nee 1996, with the biggest gains in the retai I trade sector. I ndustry prqj ecti ons for 1997-2004 
estimate that retail trade will increase 0y l 2.9>A> , or 25,600 new jobs, during the forecast period. 

The County's rapid emplayrrent grCMtth and changing industry structure has brought new 
opportunities and challenges to the region. In particular, sixteen industry clusters play a fundarrental role 
in the expansion of the County's economy. Industry clusters are groups of interrelated industries that 
drive economic grONth, primarily through the export of goods and services. For the County, they include 
firms in biotechnology, software, electronics, communications, and medical services. In 1999, 
emplayrrent in the industry clusters comprised 395,000, or about 4D>A> ,  of the County's 964,800 private 
sector jobs. 

COUNTY OF SAN DI EGO 
Estimated Number of Wage and Salary Worker s  by Industr y 

1999 2000 2001 2002 2003 
Agriculture 11,200 11,900 11,000 10, 100 10,700 
Non Agriculture 

Mining 300 400 300 300 300 
Construction 67,000 70,400 73,400 76,900 82,200 
Manufacturing 128,100 129,700 130,600 109,500 104,800 

Transix>rtation and Public Utilities 51,300 50,900 52,000 29,500 27,700 
W hol esal e and R etai I Trade 256,500 267,800 271, 100 185,000 187,500 
I nf ormati od2l 35,700 36,400 
Finance, Insurance, and Real 68,700 69,800 70,800 73, 100 81,900 

Estate 
Services 381,700 400,600 409,500 502, 100 515,200 
Gavernrrent 199,300 206,800 213,900 215,000 220,100 

Federal 42,500 42,600 40,200 40,700 43,200 
State 33,600 34,900 36, 100 38,800 38,600 

Local and Education 123,200 129,300 137,600 145,500 138,300 

Total Labor Force 1, 164, 100 1,208,300 1 ) 1,232,600 1,247,500 1,266,800 
--------------------
(l ) The "Total Labor Force" employment is  not di rectly comparable to the " E mployment" which i s  shO\tVn under "Labor 

Force." Total Labor Force esti mates are developed based on data col lected di rectly from employers i n  the Current 
Employment Survey (CES) or "establ i shment survey." Total Labor Force figures do not i ncl ude the self-employed, unpaid 
fami ly workers and private household employees. 
(l ) I nformation added as a category i n  2002. 
Note: Total s may not add due to i ndependent roundi ng. 
Source: Cal ifornia Employment Development Department; March 2003 benchmark. 
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Major Emplayer s 

The County is host to a diverse mix of major emplayers representing industries ranging from 
education and health services, to diversified manufacturing, financial services, retail trade and amusement 
and recreation. The foll01Ving table lists the major emplayers in the County as of 2003. 

COUNTY OF SAN DI EGO 
Maj or E mplayers 
J anuary 1, 2003 

E mplayer 

1 O,CXX> or More E mplayees: 
State of California 
University of California, San Diego 
County of San Diego 
San Diego Unified School District 
Sharp Health Care 
City of San Diego 

5,CXX> - 9,999 E mplayees: 
Jack in the B ox Inc. 
Kaiser Perrra.nente 
Qualcomm 
San Diego Community College District 
Scripps Health 
SB C/f'acific B ell 

3,CXX> - 4,999 E mplayees: 
Children' s Hospital and Health Care 
Kyocera 
M anp01Ver T emix>rarv Services 
National Steel and Shipbuilding 
San Diego State University 
Science Applications I nternati onal Corix>rati on 
Sea.world of California 
Sempra Energy 
Sony Technology Center 
UCSD Health Care 
United Parcel Service 
University of San Diego 

2,CXX> - 2,999 E mplayees: 
Cox Communications 
Grossrront-Cuyarra.ca Community College District 
Hewlett Packard Company 
Nordstrom 
Palorra.r Porrerado Health System 
Scripts Research Institute 
Solar Turbines 
Zoological Society of San Diego 

P roductJService 

Governrrent 
Education 
Governrrent 
Education 
Health Care 
Governrrent 

Restaurants 
Health Care 
Wireless Communications 
Education 
Health Care 
Utility 

Health Care 
Wireless Communications 
E mplayrrent Services 
Shi pooi I ding, Repair 
Education 
Research and Developrrent 
E ntertai nrrent 
Energy Services 
Electronics 
Health Care 
Delivery Systems 
Higher Education 

Communications 
Education 
Electronic I nstrurrents 
Departrrent Store 
Health Care 
B iorredical Research 
Gas Turbine Manufacturing 
E ntertai nrrent 

Source: San Diego Regional Chamber of Commerce (www.sdchamber.org) 
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Construction 

Pravided belCMt are the building permits and valuations for the County for years 1999 through 
2003. 

COUNTY OF SAN DI EGO 
Building Permits and Valuations 

For Y ear s 1999 through 2003 
(dollars in thousands) 

1999 2000 2001 2002 2003 

Valuation 
Residential $2,985,960 $3,008,203 $3, 169,516 $3, 135,057 $3,683,986 
Non-residential 1,336,629 1,391,497 1,189,910 1,150,522 1, 169,576 
Total $4,322,589 $4,399,700 $4,359,426 $4,285,579 $4,853,562 

New Housing Units 
Single Units 9,993 9, 166 9,312 8,569 9,382 
Multiple Units 6,434 6,760 6,326 5,665 8,942 
Total 16,427 15,926 15,638 14,234 18,324 

----------------
NOTE: U nincorporated area's single-fami ly units count i s  revised d01tVnward from previous reports U uly through 

December because of discrepanci es i n  the data reported by, the County for the unincorporated area. Total s may not add 
due to i ndependent rounding. 

Source: Construction I ndustry Research B oard. 

Transportation 

Excellent surface, sea and air transportation facilities service County residents and businesses. 
I nterstate 5 paral I els the coast from Mexico to the Los Angel es area and points north. I nterstate 1 5 runs 
inland, leading to Riverside-San Bernardino, Las Vegas and Salt Lake City. Interstate 8 runs eastward 
through the southern United States. 

San Diego's International Airport (Lindbergh Field) is located approxirrately one ni le west of 
the dONntCMtn area at the edge of the San Diego Bay. The facilities are ONned and rraintained 0y the San 
Diego Unified Port District and are leased to commercial airlines and other tenants. The airport is the 
third rrost active comrrercial airport in California, served 0y 18 major airlines. A West Terminal was 
completed in mid-1979, approxirrately doubling terminal capacity. In addition to San Diego International 
Airport, there are one Navy air station, one Marine Corp. air station, and seven general aviation airports 
located in the county. 

San Diego is the terninus of the Santa Fe Railway's main line from Los Angeles. Arrtrak 
passenger service is available at San Diego with stops at Del Mar and Oceanside in the north county. San 
Diego's harbor is one of the world's largest natural harbors. The harbor, a busy comrrercial port, has also 
becorre an extrerrely popular destination for cruise shops. The Port of San Diego is administered 0y the 
San Diego Unified Port District, which includes the cities of San Diego, National City, Chula Vista, 
Imperial Beach and Coronado. 

Research and Development 

Research and developrrent activity plays an important role in the area's economy. Construction 
of a major campus of the University of California at San Diego (UCSD) in 1964 gave significant impetus 
to this developrrent. 
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The County is a leading health sciences and biorredical center. Approximately 35,000 persons 
are engaged in life sciences-related activities in the rretropolitan area, with aver 28,000 errµlayed directly 
in health services. In addition to UCSD, other established research institutions in the LaJolla area of 
Fallbrook include the Salk Institute for Biological Studies, the Scripps Clinic and Research Foundation, 
and the Scripps Institution of Oceanography. 

Visitor and Convention Activity 

An excellent climate, proxinity to Mexico, extensive maritirre facilities, and such attractions as 
the San Diego Zoo and Wild Animal Park, Sea World, Cabrillo National Monurrent, and Palomar 
Observatory allON San Diego to attract visitor and convention business each year. The developrrent of 
the 4,600-acre Mission Bay Park at San Diego and the construction of rreeting and convention facilities at 
the San Diego comm.mity concourse, have contributed to the grCMtth in tourism 
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APPENDIX C 

FORM OF OPINION OF BOND COUNSEL 

Naverrber 10, 2004 

Fall brook Union Elerrentary School District 
Board of Trustees 
321 North I 0/Va Street 
P.O. Box 698 
F al I brook, CA 92028--0698 

$3, 157,929.40 
Fall brook Union Elerrentary School District 

San Diego County, California 
General Obligation Bonds 

Election of 2002, Series 2004 

Honorable Members of the Board of Trustees: 

We have acted as bond counsel to the Fall brook Union Elerrentary School District (the 
"District'') in connection with the issuance 0y the District of $3, 157,929.40 aggregate initial principal 
amount of bonds designated as "Fallbrook Union Elerrentary School District San Diego County, 
California General Obligation Bonds, Election of 2002, Series 2004'' (the " Bonds" ). The Bonds are 
issued under and pursuant to a resolution of the Board of Trustees of the District duly adopted on October 
4, 2004 (the "District Resolution" ), and a resolution of the Board of Supervisors of the County of San 
Diego (the "County") duly adopted on October 19, 2004 (the "Bond Resolution" ). We have exanined the 
I aw and such certified proceedings and other papers as we deem necessary to render this opinion. 

As to the questions of fact material to our opinion, we have relied upon representations of the 
District contained in the District Resolution and in the certified proceedings and other certifications of 
public officials furnished to us, without undertaking to verify the sarre 0y independent investigation. 

Certain agreerrents, requirerrents and procedures contained or referred to in the Bond Resolution 
and other relevant docurrents may be changed and certain actions may be taken or oni tted, under the 
circumstances and suqject to the terms and conditions set forth in such docurrents. No opinion is 
expressed herein as to any Bond or the interest thereon if any such change occurs or action is taken upon 
the advice or appraval of counsel other than ourselves. 

The opinions expressed herein may be affected 0y actions taken or oni tted or events occurring 
after the date hereof. We have not undertaken to deterni ne, or to inform any person, whether such action 
or events are taken or do occur. We have assumed the genuineness of all docurrents and signatures 
presented to us (whether as originals or copies), and the due and legal execution and delivery thereof, 0y 
any parties other than the District. We have not undertaken to verify independently, and have assurred, 
the accuracy of the factual matters represented or certified in the docurrents. We express no opinion with 
respect to any indemnification, contribution, choice of law, choice of forum or waiver pravisions 
contained in the foregoing docurrents. 

Based upon and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of 
the opinion, under existing law, as foll01Vs: 
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1. The Bonds constitute valid and binding obi i gati ons of the District. 

2. The District Resolution has been duly and legally adopted and constitutes a valid and 
binding obi i gati on of the District. 

3. The Bond Resolution has been duly and legally adopted and constitutes a valid and 
binding obi i gati on of the County. 

4. The Board of Supervisors of the County has the pc:M1er and is obligated to levy ad 
valorem taxes without limitation as to rate or amount upon all property within the District boundaries 
suqject to taxation 0y the District (except certain personal property which is taxable at limited rates) for 
the payment of the Bonds and the interest thereon. 

5. The interest on the Bonds is excluded from gross income for federal income tax purposes 
and such interest is not an item of tax preference for purposes of the federal alternative minimum tax 
imposed on individuals and corporations. It should be noted, hONever, that for purposes of computing the 
alternative minimum tax imposed on corporations (as defined for federal income tax purposes), such 
interest is taken into account in determining certain income and earnings. The opinions set forth in the 
preceding sentences of this paragraph are subject to the condition that the District comply with all 
requirements of the Internal Revenue Code of 1986, as amended, that must be satisfied subsequent to the 
issuance of the Bonds in order that interest thereon be, or continue to be, ex.cl uded from gross income for 
federal income tax purposes. The District has covenanted in the District Resolution to comply with each 
such requirement. Failure to comply with certain of such requirements may cause the inclusion of interest 
on the Bonds in gross income for federal income tax purposes to be retroactive to the date of issuance of 
the Bonds. We express no opinion regarding other federal income tax consequences arising with respect 
to the Bonds. 

6. The interest on the Bonds is exempt from personal income taxation imposed 0y the State 
of California. 

The rights of the ONners of the Bonds, and the enforceability of the Bonds and the Bond 
Resolution may be suqject to bankruptcy, insolvency, reorganization, rroratorium and other similar laws 
affecting creditors' rights generally heretofore or hereafter enacted and may al so be subject to the exercise 
of judicial discretion in appropriate cases. 

Respectfully submitted, 

Foley & Lardner LLP 
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APPENDIX D 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate (the " Disclosure Certificate" ) is executed and delivered 0y 
the Fall brook Union Elementary School District (the "District'') in connection with the issuance of 
$3, 157,929.40 of the Fall brook Union Elementary School District San Diego County, California General 
Obligation Bonds Election of 2002, Series 2004 (the " Bonds" ). The Bonds are being issued pursuant to a 
Resolution of the District adopted October 4, 2004, and a Resolution of the Board of Supervisors of the 
County of San Diego adopted on October 19, 2004 (collectively, the "Resolution" ). The District here0y 
covenants and agrees as fol I ONs: 

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being 
executed and delivered 0y the District for the benefit of the Beneficial Owners and the Holders of the 
Bonds and in order to assist the Participating Underwriter in complying with S.E.C. Rule 15c2-12(b)(S). 

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

"Annual Report'' shall mean any Annual Report provided 0y the District pursuant to, and as 
described in, Sections 3 and 4 of this Disclosure Certificate. 

"Beneficial Owner'' shall mean any person which (a) has the pONer, directly or indirectly, to vote 
or consent with respect to, or to dispose of ONnership of, any Bonds (including persons holding Bonds 
through nominees, depositories or other intermediaries), or (b) is treated as the ONner of any Bonds for 
federal income tax purposes. 

"Dissenination Agent'' shall mean initially the District, or any successor Dissemination Agent 
designated in writing 0y the District (which rray be the District) and which has filed with the District a 
written acceptance of such designation. 

" Holder'' shal I mean the person in whose name a Bond is registered. 

"Listed Event'' shall mean any of the events listed in Section S(a) of this Disclosure Certificate. 

"National Repository" shall mean any Nationally Recognized Municipal Securities I nforrration 
Repository for purposes of the Rule. The National Repositories currently approved 0y the Securities and 
Exchange Commission can be found at yvww.sec.govA.nfgL__rn . .m�nrrnsi r.htrn. 

"Official Statement'' shall mean the final Official Statement for the Bonds dated 
October 28, 2004. 

"Participating Underwriter" shall mean UBS Financial Services Inc. or any of the original 
underwriters of the Bonds required to comply with the Rule in connection with offering of the Bonds. 

"Repositories" shall mean each National Repository and each State Repository, if any exists at 
any ti me while the Bonds are Outstanding. 

"Rule" shall mean Rule 15c2-12(b)(S) adopted 0y the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 
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"State" shall mean the State of California. 

"State Repository" shall mean any public or private repository or entity designated 0y the State as 
a state repository for the purpose of the Rule and recognized as such 0y the Securities and Exchange 
Corrmission. As of the date of this Certificate, there is no State Repository. 

SECTION 3. Provision of Annual Reports. 

(a) The District shall, or shall cause the Dissenination Agent to, not later than eight 
rronths foll01Ving the end of the District's fiscal year (which shall be March 1 of each year, so long as the 
District's fiscal year ends on June 30), corrmencing with the report foll01Ving the 2003--04 fiscal year, 
provide to each of the Repositories an Annual Report which is consistent with the requirerrents of 
Section 4 of this Disclosure Certificate. The Annual Report rray be submitted as a single docurrent or as 
separate docurrents comprising a package, and rray cross-reference other i nforrrati on as provided in 
Section 4 of this Disclosure Certificate; provided, h01Vever that the audited financial staterrents of the 
District rray be subni tted separately from the Annual Report and later than the date required above (but 
at the first date they shall be available) if they are not available 0y that date. If the District's fiscal year 
changes, it shall give notice of such change in the sarre rranner as for a Listed Event. 

(b) Not later than thirty (30) days (nor rrore than sixty (60) days) prior to such date 
the Dissenination Agent, (if not the District), shall give notice to the District that the Annual Report shall 
be required to be filed in accordance with the terms of this Disclosure Certificate. Not later than fifteen 
( 15) Business Days prior to the date the report is to be filed in accordance with Section 3(a) above, the 
District shall provide the Annual Report in a forrrat suitable for reporting to the Repositories to the 
Dissemination Agent. If the District is unable to provide to the Repositories with an Annual Report 0y 
the date required in subsection (a), the District shall send a notice to the Repositories in substantially the 
form attached as Exhibit A with a copy to the Dissenination Agent (if not the District). The 
Dissemination Agent (if not the District) shall not be required to file a Notice to Repositories of Failure to 
Fi I e an Annual Report. 

(c) The Dissenination Agent (if not the District) shall send a report to the District 
stating it has filed the Annual Report in accordance with its obligations hereunder, stating the date it was 
provided and listing all the entities to which it was provided. 

SECTION 4. Content of Annual Reports. The District's Annual Report shall contain or 
include 0y reference the foll01Ving: 

(a) The CUSI P numbers for the Bonds; 

(b) The audited financial staterrents of the District for the preceding fiscal year, 
prepared in accordance with the laws of the State of California and including all staterrents and 
inforrration prescribed for inclusion therein 0y the Controller of the State of California. If the District's 
audited financial staterrents are not available 0y the tirre the Annual Report is required to be filed 
pursuant to Section 3(a), the Annual Report shall contain unaudited financial staterrents in a forrrat 
similar to the financial staterrents contained in the final Official Staterrent, and the audited financial 
staterrents shal I be fi I ed in the sarre rranner as the Annual Report when they becorre avai I able. 

(c) Material financial inforrration and operating data with respect to the District of 
the type included in the Official Staterrent in the foll01Ving categories (to the extent not included in the 
District's audited financial staterrents): 

( 1) the District's approved annual budget for the then-current fiscal year; 
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(2) assessed value of taxable property in the District as shONn on the rrost 
recent equalized assessrrent rol 1; 

( 3) if the County no I onger includes the tax I e.ty for payrrent of the Bonds in 
its Teeter Plan, the property tax levies, collections and delinquencies for the District for the rrost recently 
corrµleted fiscal year; and 

(4) top ten property ONners in the District for the then-current fiscal year, as 
rreasured by secured assessed valuation, the arrount of their respective taxable value and their percentage 
of total secured assessed value. 

Any or all of the items listed above rray be included by specific reference to other docurrents, 
including official staterrents of debt issues of the District or related public entities, that have been 
submitted to each of the Repositories and the Securities and Exchange Commission. If the docurrent 
included by reference is a final official staterrent, it must be available from the Municipal Securities 
Rulerraking Board. The District shall clearly identify each such other docurrent so included by 
reference. 

SECTION 5. Reporting of Significant Events. 

(a) Pursuant to the pravisions of this Section 5, the District shall give, or cause to be 
given, notice of the occurrence of any of the fol lCMti ng events with respect to the Bonds, if rraterial: 

( 1 )  principal and interest payrrent delinquencies; 

(2) non-payrrent related defaults; 

(3) modifications to rights of Bondholders; 

( 4) optional, contingent or unscheduled bond cal Is; 

( 5) def easances; 

( 6) rating changes; 

( 7) adverse tax opinions or events affecting the tax-exerrµt status of the 
Bonds; 

(8) unscheduled draws on the debt service reserves reflecting financial 
difficulties; 

(9) unscheduled draws on the credit enhancerrent reflecting financial 
difficulties; 

( 10) substitution of the credit or liquidity praviders or their failure to 
perform; and 

( 1 1 )  release, substitution or sale of property securing repayrrent of the Bonds. 

(b) Whenever the District obtains knCMtledge of the occurrence of a Listed Event, the 
District shall as soon as possible deternine if such event would be rraterial under applicable federal 
securities laws. 

D-3 



(c) If the District deternines that knCMtledge of the occurrence of a Listed Event 
would be material under applicable federal securities laws, the District shall promptly file a notice of such 
occurrence with the Repositories or pravide notice of such reportable event to the Dissemination Agent in 
format suitable for filing with the Repositories. Notwithstanding the foregoing, notice of Listed Events 
described in subsections (a)(4) and (5) need not be given under this subsection any earlier than the notice 
(if any) of the underlying event is given to Holders of affected Bonds pursuant to the Resolution. The 
Dissemination Agent (if not the District) shall have no duty to independently prepare or file any report of 
Listed Events. The Dissenination Agent (if not the District) may conclusively rely on the District's 
determination of materiality pursuant to Section 5(b) hereof. 

SECTION 6. Ternination of Reporting Obligation. The District's obligations under this 
Disclosure Certificate shall terninate upon the defeasance, redemption or payment in full of all of the 
Bonds. If such terni nation occurs prior to the final maturity of the Bonds, the District shal I give notice of 
such termination in the same manner as for a Listed Event. 

SECTION 7. Dissemination Agent. The District may, from time to time, appoint or engage an 
entity to act as Di sseni nation A gent ( or substitute Di ssemi nation A gent) on behalf of the District to assist 
it in carrying out its obligations under this Disclosure Certificate, and may discharge any such entity, with 
or without appointing a successor Di ssemi nation A gent. 

Any entity acting as the Dissemination Agent which is not the District may resign upon 
fifteen (15) days written notice to the District. Upon such resignation, the District shall act as its CMtn 
Dissemination Agent until it appoints a successor. The Dissenination Agent shall not be responsible in 
any manner for the content of any notice or report prepared by the District pursuant to this Disclosure 
Certificate and shall not be responsible to verify the accuracy, completeness or materiality of any such 
notice or report. 

SECTION 8. Amendment; Waiver. Notwithstanding any other pravision of this Disclosure 
Certificate, the District may amend this Disclosure Certificate, and any pravision of this Disclosure 
Certificate may be waived, pravided that the follCMting conditions are satisfied: 

(a) if the amendment or waiver relates to the pravisions of Sections 3, 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 I aw, or change in the identity, nature or status of an obi i gated person with respect 
to the Bonds, or the type of business conducted; 

(b) the undertaking, as amended or taking into account such waiver, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at the 
ti me of the original issuance of the Bonds, after taking into account any amendments or interpretations of 
the Rule, as wel I as any change in circumstances; 

( c) the amendment or waiver does not, in the opinion of nationally recognized bond 
counsel, materially impair the interests of the Holders or Beneficial Owners of the Bonds; and 

(d) no duties of the Dissenination Agent (if not the District) hereunder shall be 
amended without its written consent thereto. 

In the event of any amendment or waiver of a pravision of this Disclosure Certificate, the 
District shall describe such amendment in the next Annual Report, and shall include, as applicable, a 
narrative explanation of the reason for the amendment or waiver and its impact on the type (or in the case 
of a change of accounting principles, on the presentation) of financial information or operating data being 
presented by the District. In addition, if the amendment relates to the accounting principles to be 
follCMted in preparing financial statements, (i) notice of such change shall be given in the same manner as 
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for a Listed Event under Section S(a), and (ii) the Annual Report for the year in which the change is made 
should present a comparison (in narrative form and also, if feasible, in quantitative form) between the 
financial statements as prepared on the basis of the neN accounting principles and those prepared on the 
basis of the former accounting pri nci pl es. 

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed 
to prevent the District from disseninating any other information, using the means of dissenination set 
forth in this Disclosure Certificate or any other means of communication, or including any other 
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which is 
required by this Disclosure Certificate. If the District chooses to include any information in any Annual 
Report or notice of occurrence of a Listed Event in addition to that which is specifically required by this 
Disclosure Certificate, the District shall have no obligation under this Certificate to update such 
information or include it in any future Annual Report or notice of occurrence of a Listed Event. 

SECTION 10. Default. In the event of a failure of the District to comply with any pravision of 
this Disclosure Certificate, any Holder or Beneficial Owner of the Bonds may take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to cause the 
District to comply with its obligations under this Disclosure Certificate. A default under this Disclosure 
Certificate shall not be deemed an event of default under the Resolution, and the sole remedy under this 
Disclosure Certificate in the event of any failure of the District to comply with this Disclosure Certificate 
shal I be an action to compel performance. 

SECTION 11. Duties, I mrnunities and Liabilities of Dissenination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate. The 
Dissemination Agent acts hereunder solely for the benefit of the District; this Disclosure Certificate shall 
confer no duties on the Dissemination Agent to the Participating Underwriter, the Holders and the 
Beneficial Owners. The District agrees to indemnify and save the Dissenination Agent (if not the 
District), its officers, directors, emplayees and agents, harmess against any loss, expense and liabilities 
which it may incur arising out of or in the exercise or performance of its pc:M1ers and duties hereunder, 
including the costs and expenses of defending against any claim of liability, but excluding liabilities due 
to the Dissemination Agent's negligence or willful misconduct. The obligations of the District under this 
Section shall survive resignation or remaval of the Dissemination Agent (if not the District) and payment 
of the Bonds. The Dissemination Agent (if not the District) shall have no liability for the failure to report 
any event or any financial information as to which the District has not pravided an information report in 
format suitable for filing with the Repositories. 

SECTION 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the 
District, the Di sseni nation A gent, the Participating U nderwri ter and Holders and Beneficial Owners of 
the Bonds, and shal I create no rights in any other person or entity. 

Dated: Navember 10, 2004 
FALLBROOK UNION ELEMENTARY SCHOOL 
DISTRICT 

Raymond N. Proctor 
Assistant Superintendent, B usi ness Services 
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EXHIBIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of District: Fall brook Union Elerrentary School District 

Name of Bond Issue: General Obligation Bonds Election of 2002, Series 2004 

Date of Issuance: Navember 10, 2004 

NOTICE IS HEREBY GIVEN that the District has not pravided an Annual Report with respect 
to the abave-named Bonds as required by the Continuing Disclosure Certificate relating to the Bonds. 
The Di strict anticipates that the Annual Report wi 11 be filed by _ _[date]_ __ . 

Dated: __ [date]_ __ 

FALLBROOK UNION ELEMENTARY SCHOOL 
DISTRICT 

By: [form only; no signature required] 
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APP E N DI X  E 

S P E C I M E N  M U N I C I PAL  BOND I NSU RANCE POL I CY 
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•··� FINANCIAL 
lllir-1 SECURI1Y ,r ASSURANCE® 

ISSUER: 

BONDS: 

FINANCIAL SECURITY ASSURA 
hereby UNCONDITIONALLY AND I RREV 
agent (the "Paying Agent") (as set forth i 
the Bonds) for the Bonds, for the b fit 
each Owner, subject only to t te s 
portion of the principal of a inter t 
unpaid by reason of Nonp ent by t e 

MUNICIPAL HL#lll\ll 

INS URAN 

Effectiv 

/Jre 



United States Bankruptcy Code by a trustee in bankruptcy in accordance with 
of a court having competent jurisdiction. "Notice" means telephonic or t 
confirmed in a signed writing, or written notice by registered or certified ail, 
or the Paying Agent to Financial Security which notice shall specif {a) the 
claim, (b) the Policy Number, (c) the claimed amount and {d) the s ch cl 
for Payment. "Owner" means, in respect of a Bond, the perso r e tity who, 
is entitled under the terms of such Bond to payment ther of, exce t t at "O 
Issuer or any person or entity whose direct or indi rect o · tio con it es th 
Bonds. 

rt, and 
r otherwise) 

subrogation, 
v le to Financial 

press provisions of 

in nc I Se u , and shall not be modified, 
, any modification or amendment 
d rs t hereto, (a) any premium paid in 
o v , including payment, or provision being 
hi olicy may not be canceled or revoked. 

E TY ASUALTY INSURANCE SECURITY FU ND 
CE LAW. 

RITY ASSURANCE INC. has caused this Policy to be 

FINANCIAL SECURITY ASSURANCE INC. 

By ������������� 
Authorized Officer 

(21 2) 826-01 00 



•··� FINANCIAL 
-- SECURI1Y 

ASSURANCE® 

ISSUER: 

BONDS: 

Notwithstanding the terms an 
insurance provided by this Po · i 
established pursuant to Artie! 4.2 (c m 
the California Insurance C e. 

Authorized Officer 

(21 2) 826-01 00 



APPE NDIX F 

ACC R ETE D VAL U E S  TAB L E  
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APPENDIX F 

BOND ACCRETED VAL U E  TAB L E  

Date 

1 1 /1 0/2004 
02/01 /2005 
08/01 /2005 
02/01 /2006 
08/01 /2006 
02/01 /2007 
08/01 /2007 
02/01 /2008 
08/01 /2008 
02/01 /2009 
08/01 /2009 
02/01 /201 0 
08/01 /201 0 
02/01 /201 1 
08/01 /201 1 
02/01 /201 2 
08/01 /201 2 
02/01 /201 3 
08/01 /201 3 
02/01 /201 4 
08/01 /201 4 
02/01 /201 5 
08/01 /201 5 
02/01 /201 6 
08/01 /201 6 
02/01 /201 7 
08/01 /201 7 
02/01 /201 8 
08/01 /201 8 
02/01 /201 9 
08/01 /201 9 
02/01 /2020 
08/01 /2020 
02/01 /2021 
08/01 /2021 
02/01 /2022 
08/01 /2022 
02/01 /2023 
08/01 /2023 
02/01 /2024 
08/01 /2024 
02/01 /2025 
08/01 /2025 
02/01 /2026 
08/01 /2026 
02/01 /2027 
08/01 /2027 
02/01 /2028 
08/01 /2028 
02/01 /2029 
08/01 /2029 

F- 1 

Capital 
A ppreci ati on 

Bonds 
08/01 (2.029 

6.95% 

923.30 
937.60 
970.20 

1 ,003.90 
1 ,038.80 
1 ,074.90 
1 , 1 1 2.25 
1 , 1 50.90 
1 , 1 90.90 
1 ,232.30 
1 ,275. 1 0  
1 ,31 9.40 
1 ,365.25 
1 ,41 2.70 
1 ,461 .80 
1 ,5 1 2.60 
1 ,565. 1 5 
1 ,61 9.55 
1 ,675.85 
1 ,734.05 
1 ,794.30 
1 ,856.70 
1 ,921 .20 
1 ,987.95 
2,057.05 
2 , 1 28.55 
2,202.50 
2,279.05 
2,358.25 
2,440.20 
2,524.95 
2,61 2.70 
2,703.50 
2,797.45 
2,894.65 
2,995.25 
3,099.35 
3,207.05 
3,31 8.50 
3,433.80 
3,553. 1 5  
3,676.60 
3,804.40 
3,936.60 
4,073.40 
4,21 4.95 
4,361 .40 
4,5 1 2.95 
4,669.80 
4,832.05 
5,000.00 






