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SOUTH BAY UNION SCHOOL DISTRICT 

(HUMBOLDT COUNTY CALIFORNIA) 
GENERAL OBLIGATION BONDS, 1998 ELECTION 

Dated: May 15, 1999 Due: August 1, as shown below 

The South Bay Union School District, General Obligation Bonds, 1998 Election (the "Bonds") are being issued for the purpose 
of raising money to repair, improve and construct facilities, as more fully described herein. (See "THE BONDS - Purpose of the 
Issue.") 

The Bonds represent the general obligation of the South Bay Union School District (the "District"), and the Board of 
Supervisors of Humboldt County is empowered and is obligated to levy ad valorem taxes, without limitation of rate or amount, 
for the payment of interest on and principal of the Bonds, upon all property subject to taxation by the District (except certain 
personal property which is taxable at limited rates). To the extent more fully described herein, the Bonds are legal investments 
for commercial banks in the State of California and are eligible to secure deposits of public monies in the State of California. 

Payment of the principal of and interest on the Bonds when due will be guaranteed by a municipal bond insurance policy issued 
simultaneously with the delivery of the Bonds by MBIA Insurance Corporation. 

MBIA 
Interest due with respect to the Bonds is payable semiannually on February 1 and August 1 of each year commencing February 1, 
2000. The Bonds will be delivered in fully registered fonn only and, when executed and delivered, will be registered in the name 
of Cede & Co. as nominee of The Depository Trust Company, New York, New York ("DTC"). Ownership interests in the Bonds 
will be in denominations of $5,000 or any integral multiple thereof. Beneficial owners of the Bonds will not receive physical 
certificates representing their interests in the Bonds, but will receive a credit balance on the books of the nominees for such 
beneficial owners. The principal and interest with respect to the Bonds will be paid by U.S. Bank Trust, National Association 
as Paying Agent (the "Paying Agent") to DTC, which will in turn remit such principal and interest to its participants for 
subsequent disbursement to the beneficial owners of the Bonds as described herein. See "THE BONDS - Book-Entry Only 
System." The Bonds are subject to redemption prior to their stated maturities as described herein. See 
"The Bonds-Redemption" herein. 

Maturit1 Principal Interest Price or Maturity Principal Interest Price or 
(Al.!@~_) Amwm1 ~ Yield (Al.!@St ]) .Ammlnt ~ YieIQ 

2000 $ 10,000 7.10% 3.00% 2010 $ 40,000 4.30% 4.30% 
2001 25,000 7.10 3.40 2011 40,000 4.40 4.40 
2002 30,000 7.10 3.50 2012 45,000 4.45 4.45 
2003 30,000 7.10 3.60 2013 45,000 4.50 4.50 
2004 30,000 7.10 3.75 2014 50,000 4.55 4.55 
2005 30,000 7.10 3.90 2015 50,000 4.60 4.60 
2006 35,000 7.10 4.00 2016 50,000 4.65 4.65 
2007 35,000 4.10 4.10 2017 55,000 4.70 4.70 
2008 35,000 4.15 4.15 2018 60,000 4.75 4.75 
2009 40,000 4.20 4.20 2019 60,000 4.80 4.80 

$275,000 5.00% Term Bonds due August 1, 2023; Yield 5.00% 
$430,000 5.00% Term Bonds due August 1, 2028; Yield 5.00% 

The Bonds were sold by competitive bid as set forth in the Official Notice of Sale. The Bonds will be offered when. as and if 
issued by the District and received by the purchasers, subject to the approval of legality by Jones Hall, San Francisco, 
California, Bond Counsel. It is anticipated that the Bonds in definitive fonn will be available for delivery to DTC on or about 
May 18, 1999. 

EVEREN Securities, Inc. 

This Official Statement is dated May 4, 1999. 



No dealer, broker, salesperson or other person has been authorized by the District to give any 
information or to make any representations other than those contained herein and, if given or made, 
such other information or representation must not be relied upon as having been authorized by the 
District. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy 
nor shall there be any sale of the Bonds by a person in any jurisdiction in which it is unlawful for such 
person to make an offer, solicitation or sale. 

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 estimates, forecasts or matters of 
opinion, whether or not expressly so described herein, are intended solely as such and are not to be 
construed as representation of facts. 

The information set forth herein has been obtained from sources believed to be reliable but it is not 
guaranteed as to accuracy or completeness, and is not to be construed as representation by The District, 
Andrew Ach & Associates, Inc. or the Humboldt County Treasurer or the Underwriter. 

WITH RESPECT TO THIS OFFERING, THE UNDERWRITER MAY OVERALLOT 
OR EFFECT TRANSACTIONS WIDCH STABILIZE OR MAINTAIN THE MARKET 
PRICE OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE 
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, 
MAY BE DISCONTINUED AT ANY TIME. 

ii 



SOUTH BAY UNION SCHOOL DISTRICT 
HUMBOLDT COUNTY 

STATE OF CALIFORNIA 

District Board of Trustees 

Doug Frink, President 
Jan Goff, Clerk 

John Fullerton, Trustee 
Gay Hylton, Trustee 
Ken Setmore, Trustee 

District Administrative Staff 

Paul Johnson, Superintendent 

Financial Advisor 

Andrew Ach & Associates, Inc. 
One Post Street, Suite 2525 

San Francisco, California 94104 

Bond Counsel 

Jones Hall 
650 California St., 18th Floor 

San Francisco, California 94108 

Payin& Ai:ent 

U.S. Bank Trust, National Association 
One California Street, 4th Floor 

San Francisco, California 94111 

iii 



TABLE OF CONTENTS 

INTRODUCTION .................................................... . 

TIIEBONDS ....................................................... . 
Authority for Issuance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Terms of Sale .................................................... . 
Description of the Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
The MBIA Insurance Corporation Insurance Policy . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Year 2000 Readiness Disclosure . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 
Book-Entry System ................................................ . 
DTC Year 2000 Compliance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Interest ......................................................... . 
Redemption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Optional Redemption. . ........................................... . 
Mandatory Sinking Fund Redemption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Selection of Bonds for Redemption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Notice of Redemption ............................................. . 

Payment ........................................................ . 
Security ........................................................ . 
Purpose of the Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Annual Debt Service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Continuing Disclosure . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 
Investment of Bond Proceeds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 

TlIE DISTRICT ..................................................... . 
General Information . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Employee Relations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Pension Plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Year 2000 Computer Compliance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . 

DISTRICT DEBT STRUCTURE .......................................... . 
Short-Term Borrowing .............................................. . 
Lease Obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . 
Long-Term Borrowing .............................................. . 

DISTRICT FINANCIAL INFORMATION ................................... . 
District Budget . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Accounting Practices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

PROPERTYTAXATION ............................................... . 
Property Tax Collection Procedures ..................................... . 
Taxation of State-Assessed Utility Property ................................ . 
Teeter Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Largest Taxpayers ................................................. . 
Historic Assessed Valuation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ............ . 

1 

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

9 
9 

10 
10 
10 

11 
11 
11 
11 

13 
13 
14 

14 
14 
15 
16 
17 
17 

LIMITATIONS ON TAX REVENUES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 
Pro~rty Tax Rate Limitations -Article XIIlA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 
Leg1slati?n. lmpl~~en~g Arti~le XIlIA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19 
Appropnatlon L1rmtat1on - Article XIlIB . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19 
California Constitution Article XIIIC and Article XIlID (Proposition 218) . . . . . . . . . . . . . 19 
Propositi?~ ~2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20 
Future Initiatives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 

IV 



STATEOFCALIFORNIAFINANCES ...................................... 21 
General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 
State Funding .of Education . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 

1996-97 Fiscal Year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 
1997-98 Fiscal Year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 
1998-99 Fiscal Year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 
Governor's Proposed 1999-2000 Budget . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 
California Teachers' Association v. Gould . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 

State Lottery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 
Proposition 98 and Proposition 111 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23 
Proposition 187 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24 

LEGAL MAITERS 
Tax Exemption 

.................................................... 24 
24 

LEGAL OPINION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25 
I..egal Opinion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25 
I..egality for Investment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25 
Absence of Litigation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25 

RATIN'G . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25 

UNDERWRITING .................................................... 25 

FIN'ANCIAL ADVISOR . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26 

MISCELLANEOUS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26 

APPENDIX A - EXCERPTS OF AUDITED FINANCIAL STATEMENTS OF THE DISTRICT 
FOR FISCAL YEAR 1997-98 

APPENDIX B - FORM OF OPINION OF BOND COUNSEL 

APPENDIX C - HUMBOLDT COUNTY 

APPENDIX D - FORM OF CONTINUIN'G DISCLOSURE CERTIFICATE 

APPENDIX E - HUMBOLDT COUNTY INVESTMENT POLICY 

APPENDIX F - FORM OF MUNICIPAL BOND INSURANCE POLICY 

v 



[THIS PAGE LEFT BLANK INTENTIONALLY] 



OFFICIAL STATEMENT 

$1,500,000 
SOUTH BAY UNION SCHOOL DISTRICT 

(HUMBOLDT COUNTY, CALIFORNIA) 
GENERAL OBLIGATION BONDS 

1998 ELECTION 

INTRODUCTION 

The $1,500,000 principal amount of the South Bay Union School District General Obligation Bonds, 
1998 Election (the "Bonds") represents the sale of the bonds approved by more than two-thirds of the 
voters casting ballots at an election held in the South Bay Union School District (the "District") on 
November 3, 1998. The Bonds represent the general obligation of the District to be issued under 
provisions of the State of California Education Code, the Government Code (and other applicable law), 
and pursuant to a resolution of the Board of Trustees of the District adopted on March 9, 1999. 
Proceeds from the sale of the Bonds will be used to repair and upgrade and expand school facilities 
(see "THE BONDS - Purpose of the Issue"). 

THE BONDS 

Authority for Issuance 

The $1,500,000 principal amount of the Bonds of the District are issued under provisions of Article 
4.5 of ChaRter 3 of Part 1 of Division 2 of Title 5 of the Government Code of the State of California 
(the "State'), andfursuant to the terms of the resolution adopted on March 9, 1999, as supplemented 
by a Certificate o Award executed by the Superintendent of the District upon the sale of the Bonds. 
(The resolution and Certificate of Award are collectively referred to herein as the "Resolution"). The 
Bonds represent an authorization of $1,500,000 approved by District voters on November 3, 1998. 

Terms of Sale 

The Bonds were offered at competitive sale by the District and awarded to the best responsible bidder 
as determined by the provisions set forth in the Official Notice of Sale for the Bonds. The successful 
bidder may re-offer the Bonds to the public at any prices or yields the bidder so determines. 

Description of the Bonds 

The Bonds will be dated May 15, 1999 and will be issued in registered form in denominations of 
$5,000 principal amount or any integral multiple thereof, provided that no Bond shall have principal 
maturing on more than one maturity date. The Bonds will be delivered in fully registered form only 
and, when executed and delivered, will be registered in the name of Cede & Co. as nominee of The 
Depository Trust Company, New York, New York ("DTC"). Beneficial owners of the Bonds will not 
receive physical certificates representing their interests in the Bonds, but will receive a credit balance on 
the books of the nominees for such beneficial owners. The principal and interest with respect to the 
Bonds will be paid by U.S. Bank Trust, N.A. as Paying Agent (the "Paying Agent") to OTC, which 
will in tum remit such principal and interest to its participants for subsequent disbursement to the 
beneficial owners of the Bonds as described herein. As long as Cede & Co. is the registered owner of 
the Bonds, principal and interest on the Bonds are payable by wire transfer with same-day funds 
transferred by Cede & Co. As long as Cede & Co. is the registered owner of the Bonds, references 
herein to the registered owners shall mean Cede & Co. as aforesaid and shall not mean the Beneficial 
Owners (as defined herein) of the Bonds. See "THE BONDS - Book - Entry System." The Bonds 
will mature on August I, in the years and amounts set forth in the following maturity schedule: 



Maturity Date 
(Augyst 1} 

2000 $ 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 

EXHIBIT 1 
SCHEDULE OF MATURITIES 

Principal Interest Maturity Date 
Amount Rate (Augyst 1} 

10,000 7.10% 2011 
25,000 7.10 2012 
30,000 7.10 2013 
30,000 7.10 2014 
30,000 7.10 2015 
30,000 7.10 2016 
35,000 7.10 2017 
35,000 4.10 2018 
35,000 4.15 2019 
40,000 4.20 2023 * 
40,000 4.30 2028 * 

Principal 
Amount 

$ 40,000 
45,000 
45,000 
50,000 
50,000 
50,000 
55,000 
60,000 
60,000 

275,000 
430,000 

* Tenn bond, see "Redemption - Mandatory Sinking Fund Prepayment" herein. 

The MBIA Insurance Corporation Insurance Policy 

Interest 
Rate 

4.40% 
4.45 
4.50 
4.55 
4.60 
4.65 
4.70 
4.75 
4.80 
5.00 
5.00 

The following information has been furnished by MBIA Insurance Corporation (the "Insurer") for use 
in this Official Statement. Reference is made to Appendix F for a specimen of the Insurer's policy. 

The Insurer's policy unconditionally and irrevocably guarantees the full and complete payment required 
to be made by or on behalf of the Issuer to the Paymg Agent or its successor of an amount equal to (i) 
the principal of (either at the stated maturity or by an advancement of maturity pursuant to a mandatory 
sinking fund payment) and interest on, the Bonds as such payments shall become due but shall not be 
so paid ( except that in the event of any acceleration of the due date of such principal by reason of 
mandatory or optional redemption or acceleration resulting from default or otherwise, other than any 
advancement of maturity pursuant to a mandatory sinking fund payment, the payments guaranteed by 
the Insurer's policy shall be made in such amounts and at sucn times as such payments of principal 
would have been due had there not been any such acceleration); and (ii) the reimbursement of any such 
payment which is subsequently recovered from any owner of the Bonds pursuant to a final judgment 
by a court of competent jurisdiction that such payment constitutes an avoidable preference to such 
owner within the meaning of any applicable bankruptcy law (a "Preference"). 

The Insurer's _P.olicy does not insure against loss of any prepayment premium which may at any time 
be payable with respect to any Bond. The Insurer's pohcy does not, under any circumstance, insure 
against loss relating to: (i) optional or mandatory redemptions ( other than mandatory sinking fund 
redemptions); (ii) any payments to be made on an accelerated basis; (iii) payments of the purchase price 
of Bonds upon tender by an owner thereof; or (iv) any Preference relating to (i) through (iii) above. 
The Insurer's policy also does not insure against nonpayment of principal of or interest on the Bonds 
resulting from the insolvency, negligence or any other act or omission of the Paying Agent or any other 
paying agent for the Bonds. 

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by 
registered or certified mail, or upon receipt of written notice by registered or certified mail, by the 
Insurer from the Paying Agent or any owner of a Bond the payment of an insured amount for which is 
then due, that such required payment has not been made, the Insurer on the due date of such yayment 
or within one business day after receipt of notice of such nonpayment, whichever is later, wil make a 
deposit of funds, in an account with State Street Bank and Trust Company, N.A., in New York, New 
York, or its successor, sufficient for the payment of any such insured amounts which are then due. 
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Upon presentment and surrender of such Bonds or presentment of such other proof of ownership of 
the Bonds, together with any appropriate instruments of assignment to evidence the assignment of the 
insured amounts due on the Bonds as are paid by the Insurer, and appropriate instruments to effect the 
appointment of the Insurer as agent for such owners of the Bonds m any legal J)roceeding related to 
payment of insured amounts on the Bonds, such instruments being in a form satisfactory to State Street 
Bank and Trust Company, N.A., State Street Bank and Trust Company, N.A. shall disburse to such 
owners or the Paying Agent payment of the insured amounts due on such Bonds, less any amount held 
by the Paying Agent for the payment of such insured amounts and legally available therefor. 

The Insurer is the principal operating subsidiary of MBIA Inc., a New York Stock Exchange listed 
company (the "Company"). The Company is not obligated to pay the debts of or claims against the 
Insurer. The Insurer is domiciled in the State of New York and licensed to do business in and subject 
to regulation under the laws of all 50 states, the District of Columbia, the Commonwealth of Puerto 
Rico, the Commonwealth of the Northern Mariana Islands, the Virgin Islands of the United States and 
the Territory of Guam. The Insurer has two European branches, one in the Republic of France and the 
other in the Kingdom of Spain. New York has laws prescribing minimum capital requirements, 
limiting classes and concentrations of investments and requiring the approval of policy rates and forms. 
State laws also regulate the amount of both the aggregate and individual risks that may be insured, the 
payment of dividends by the Insurer, changes in control and transactions among affiliates. 
Additionally, the Insurer is required to maintain contingency reserves on its liabilities in certain 
amounts and for certain periods of time. 

As of December 31, 1997, the Insurer had admitted assets of $5.3 billion (audited), total liabilities of 
$3.5 billion (audited), and total capital and surplus of $1.8 billion (audited) determined in accordance 
with statutory accounting practices prescribed or permitted by insurance regulatory authorities. As of 
December 31, 1998, the Insurer had admitted assets of $6.5 billion (audited), total liabilities of $4.2 
billion (audited), and total capital and surplus of $2.3 billion (audited) determined in accordance with 
statutory accounting practices prescribed or permitted by insurance regulatory authorities. 

Furthermore, copies of the Insurer's year end financial statements prepared in accordance with 
statutory accounting practices are available without charge from the Insurer. A copy of the Annual 
Report on Form 10-K of the Company is available from the Insurer or the SecuritJ.es and Exchange 
Commission. The address of die Insurer is 113 King Street, Armonk, New York 10504. The 
telephone number of the Insurer is (914) 273-4545. 

Year 2000 Readiness Disclosure 

MBIA Inc. is actively managing a high priority Year 2000 (Y2K) program. The company has 
established an independent Y2K testing lab in it Armonk headquarters, with a committee of business 
unit managers overseeing the project. MBIA has a budget of $1.13 million for its 1998-2000 Y2K 
efforts. Expenditures are proceeding as anticipated, and we do not expect the project to materially 
exceed this amount. MBIA has initiated a comprehensive Y2K plan that includes assessment, 
remediation, testing and contingency planning. This plan covers "mission-critical" internally 
developed systems, vendor software, hardware and certain third-party entities through which we 
conduct our business. Testing to date indicates that functions critical to the financial guarantee 
business, both domestic and international, were Y2K-ready as of December 31, 1998. Additional 
testing will continue throughout 1999. 

• 
• 

• 

Moody's Investors Service, Inc. rates the financial strength of the Insurer "Aaa" . 
Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc., 
rates the financial strength of the Insurer "AAA". 
Fitch IBCA, Inc. (formerly known as Fitch Investors Service, L.P.) rates the financial 
strength of the Insurer "AAA". 

Each rating of the Insurer should be evaluated independently. The ratings reflect the respective rating 
agency's current assessment of the creditworthiness of the Insurer and its ability to pay claims on its 
policies of insurance. Any further explanation as to the significance of the above ratings may be 
obtained only from the applicable rating agency. 
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~-------------~-~ 

The above ratings are not recommendations to buy, sell or hold the Bonds, and such ratings may be 
subject to revision or withdrawal at any time by the rating agencies. Any downward revision or 
withdrawal of any of the above ratings may have an adverse effect on the market price of the Bonds. 
The Insurer does not suaranty the market price of the Bonds nor does it guaranty that the ratings on the 
Bonds will not be revised or withdrawn. 

In the event the Insurer were to become insolvent, any claims arising under a policy of financial 
guaranty insurance are excluded from coverage by the California Insurance Guaranty Association, 
established pursuant to Article 14.2 (commencing with Section 1063) of Chapter 1 of Part 2 of 
Division 1 of the California Insurance Code. 

Book-Entry System 

The following description of the procedures and record keeping with respect to beneficial ownership 
interests in the Bonds, payment of principal, premium, if any, and interest with respect to the Bonds to 
DTC Participants or Beneficial Owners, confirmation and transfers of beneficial ownership interests in 
the Bonds and other related transactions by and between DTC, the DTC Participants and the Beneficial 
Owners, and DTC Year 2000 compliance is based solely on information provided by DTC. 
Accordingly, the District makes no representation as to the completeness or accuracy of the following 
information and neither the DTC Participants or the Beneficial Owners should rely on the following 
information with respect to such matters, but should instead confirm the same with DTC or the DTC 
Participants, as the case may be. 

The Depository Trust Company ("DTC"), New York, NY, will act as securities depository for the 
Bonds (as used in the section entitled "Book Entry System", the "Securities"). The Securities will be 
issued as fully-registered securities registered in the name of Cede & Co. (DTC's partnership 
nominee). One fully-registered Security certificate will be issued for each maturity of the Securities, 
each in the aggregate principal amount of such maturity, and will be deposited with DTC. 

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking 
organization" w~thin the m~aning ~f_the New Y?rk Banking Law, a me!Dber of the Fe~eral Reserve 
System, a "cleann?. corporation" within the mearung of the New York Uruform Commercial Code, and 
a "clearing agency ' registered pursuant to the provisions of Section 17 A of the Securities Exchange Act 
of 1934. DTC holds securities that its participants ("Participants") deposit with DTC. DTC also 
facilitates the settlement among Participants of securities transactions, such as transfers and pledges, in 
deposited securities through electronic computerized book-entry changes in Participants' accounts, 
thereby eliminating the need for physical movement of securities certificates. Direct Participants 
include securities brokers and dealers, banks, trust companies, clearing corporations, and certain other 
organizations. DTC is owned by a number of its Direct Participants and by the New York Stock 
Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities 
Dealers, Inc. Access to the DTC system is also available to others such as securities brokers and 
dealers, banks, and trust companies that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly ("Indirect Participants"). The Rules applicable to DTC and its 
Participants are on file with the Securities and Exchange Commission. 

Purchases of Securities under the DTC system must be made by or through Direct Participants, which 
will receive a credit for the Securities on DTC's records. The ownership interest of each actual 
purchaser of each Security ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect 
Participant's records. Beneficial Owners will not receive written confirmation from DTC of their 
purchase, but Beneficial Owners are expected to receive written confirmations providing details of the 
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in 
the Securities are to be accomplished by entries made on the books of Participants acting on behalf of 
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership 
interests in Securities, except in the event that use of the book-entry system for the securities 1s 
discontinued. 
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To facilitate subsequent transfers, all Securities deposited by Participants with DTC are registered in 
the name of DTC' s partnership nominee, Cede & Co. The deposit of Securities with DTC and their 
registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no 
knowledge of the actual Beneficial Owners of the Securities; DTC' s records reflect orily the identity of 
the Direct Participants to whose accounts such Securities are credited, which may or may not be the 
Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on 
behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants 
to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will 
be ~ovemed by arrangements among them, subject to any statutory or regulatory requirements as may 
be m effect from time to time. 

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

Principal and interest payments on the Securities will be made to DTC. DTC's practice is to credit 
Direct Participants' accounts on payable date in accordance with their respective holdings shown on 
DTC's records unless DTC has reason to believe that it will not receive payment on payable date. 
Payments by Participants to Beneficial Owners will be governed bf standing instructions and 
customary practices, as is the case with securities held for the accounts o customers in bearer form or 
registered m "street name," and will be the responsibility of such Participant and not of DTC, the 
Agent, or the District, subject to any statutory or regulatory requirements as may be in effect from time 
to time. Payment of principal and interest to DTC is the responsibility of the District or the Agent, 
disbursement of such payments to Direct Participants shall be the responsibility of DTC, and 
disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and 
Indirect Participants. 

DTC may discontinue providing its services as securities depository with respect to the Securities at 
any time by giving reasonable notice to the District or the Agent. Under such circumstances, in the 
event that a successor securities depository is not obtained, Security certificates are required to be 
printed and delivered. 

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

OTC Year 2000 Compliance 

DTC Management is aware that some computer applications, systems, and the like for processing data 
("Systems") that are d~pendent upon calendar dates, including dates before, on, and after January 1, 
2000, may encounter "Year 2000 Problems." DTC has informed its Participants and other members of 
the fmancial community (the "Industry") that it has developed and is implementing a program so that its 
Systems, as the same relate to the timely payment of distributions (including principal and income 
payments) to security holders, book-entry deliveries, and settlement of trades within DTC, continue to 
function appropriately. This program includes a technical assessment and remediation plan, each of 
which is complete. Additionally, DTC's plan includes a testing phase, which is expected to be 
completed within appropriate time frames. 

However, DTC's ability to perform properly its services is also dependent upon other parties, 
including but not limited to issuers and their agents, as well as third party vendors from whom DTC 
licenses software and hardware, and third party vendors on whom DTC relies for information or the 
provision of services, including telecommunication and electrical utility service providers, among 
others. DTC has informed the Industry that it is contacting (and will continue to contact) third party 
vendors from whom DTC acquires services to: 1) impress upon them the importance of such services 
being Year 2000 compliant; and b) determine the extent of their efforts for Year 2000 remediation ( and, 
as appropriate, testing) of their services. In addition, DTC is in the process of developing such 
contmgency plans as it deems appropriate. 

5 



According to OTC, the foregoing information with respect to OTC has been provided to the Industry 
for informational pu_rposes only and is not intended to serve as a representation, warranty, or contract 
modification of any kind. 

Interest 

Interest on the Bonds at the rates specified in the schedule of maturities set forth above and on the 
cover page hereof, calculated on the basis of a 360-day year comprised of twelve 30-day months, is 
payabfe on February 1, 2000 and semiannually thereafter on each August 1 and February 1. 

Redemption 

Optional Redemption. The Bonds maturing on or before August 1, 2007 are not subject to optional 
rei:lemption prior to maturity. The Bonds maturing on or after August 1, 2008 are subJect to 
redemption prior to their respective stated maturity dates at the option of the District, in whole or in part 
on a pro rata basis among maturities, on any interest payment date, on or after August I, 2007, at the 
following prices, expressed as a percentage of the principal amount to be prepaid, plus accrued interest 
represented thereby to the redemption date: 

Redemption Dates 
<both dates inclusive) 

August 1, 2007 through July 31, 2008 
August 1, 2008 through July 31, 2009 

August 1, 2009 and thereafter 

Redemption Price 

102% 
101% 
100% 

Mandatory Sinking Fund Redemption. The Bonds maturing on August 1, 2023 are subject to 
mandatory sinking fund redemption in part by lot on August 1 in each year commencing August 1, 
2020, in accordance with the schedule set forth below. The Bonds so called for mandatory sinking 
fund redemption shall be redeemed at the principal amount of such Bonds to be redeemed, plus accrued 
but unpaid mterest, without premium. 

2023 Term Bond 
Principal Amount Sinking Fund 

Payment Date 

August 1, 2020 
August 1, 2021 
August l, 2022 
August 1, 2023 

To Be Redeemed 

$ 65,000 
65,000 
70,000 
75,000 

The Bonds maturing on August l, 2028 are subject to mandatory sinking fund redemption in part by 
lot on August 1 in each year commencing August 1, 2024, in accordance with the schedule set forth 
below. The Bonds so called for mandatory sinking fund redemption shall be redeemed at the principal 
amount of such Bonds to be redeemed, plus accrued but unpaid interest, without premium. 

Sinking Fund 
Payment Date 

August 1, 2024 
August 1, 2025 
August 1, 2026 
August 1, 2027 
August 1, 2028 

2028 Term Bond 
Principal Amount 
To Be Redeemed 

$ 80,000 
80,000 
85,000 
90,000 
95,000 

Selection of Bonds for Redemption. Whenever less than all of the outstanding Bonds of any one 
payment date are to be redeemed, the Paying Agent shall select the Bonds of such payment date to be 
redeemed by lot. For purposes of such selection, Bonds shall be deemed to be composed of $5,000 
(principal amount) multiples and any multiple thereof may be separately redeemed. 
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Notice of Redemption. Notice of redemption shall be by first class registered or certified mail or 
delivery, postage prepaid, to the registered owners of the Bonds, or if the registered owner is a 
syndicate, to the managing member of such syndicate, to a municipal registered securities depository 
and to a national infonnation service that disseminates securities redemption notices, and by first class 
mail, postage prepaid, to the District and County and the respective owners of any Bonds designated 
for redemption at their addresses appearing on the Bond registration books, at least thirty days, but not 
more than 60 days, prior to the redemption date; provided that neither failure to receive such notice not 
any defect in any notice so mailed shall affect the sufficiency of the proceedings for the redemption of 
such Bonds nor entitle the owner thereof to interest beyond the date given for redemption. 

Payment 

Principal is payable upon surrender of the Bonds in lawful money of the United States of America at 
the office of the Paying Agent. Interest on the Bonds shall be payable in like lawful money to the 
person whose name appears on the bond registration books of the Paying Agent as the registered 
owner thereof as of the close of business on the fifteenth (15th) day of the month immediately 
preceding an interest payment date, whether or not such day is a business day. Such interest is to be 
paid by check mailed to such owner at such address as appears on such registration books. However, 
as long as Bonds are held in book entry fonn only, interest f ayments shall be made by the Paying 
Agent in immediately J?ayable funds to DTC. The Bonds shal no longer be deemed to be outstanding 
and unpaid if the Distnct shall have made adeq_uate provision for the payment, in accordance with the 
Bonds and the Resolution, of the frincipal and interest to become due thereon at and prior to maturity. 
Such provision for payment shal be deemed to be adequate if the District shall have irrevocably set 
aside, in a special trust fund or account, monies or direct or indirect and non-callable obligations of, or 
obligations guaranteed by, the full faith and credit of the United States of America, in which the District 
may lawfully invest its money, in an amount sufficient (including interest to accrue thereon) to pay 
when due the principal of and interest on the Bonds on and prior to the maturity date. 

Security 

The Bonds represent the general obligation of the District, and the Board of Supervisors of the County 
of Humboldt, California (the "County") has the power and is obligated to levy ad valorem taxes for 
payment of both J?rincipal and interest of the Bonds upon all property within the District subject to 
t~~ti~n by the District (except certain personal property which is taxable at limited rates), without 
hm1tat1on of rate or amount. 

The annual tax rate will be based on the assessed value of taxable property in the District. Fluctuations 
in the annual debt service on the Bonds and the assessed value of taxable property in the District may 
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 such 
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. 

Purpose of the Issue 

The proceeds of the Bonds are to be used to construct, repair and improve district facilities including: 
modernizing for technology; removing asbestos; replacing roofs, heating systems and rest rooms; and 
constructing new classrooms/facilities, a library and a community center. 
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Annual Debt Service 

Exhibit 2 presents a schedule of the annual debt service for the Bonds. 

EXHIBIT 2 
SOUTH BAY UNION SCHOOL DISTRICT 

GENERAL OBLIGATION BONDS 
1998 ELECTION 

ANNUAL DEBT SERVICE 

Year Ending Annual Debt 
Auiust 1 PrinciRal* Interest Service 

2000 $ 10,000.00 $ 92,080.78 $ 102,080.78 
2001 25,000.00 75,320.00 100,320.00 
2002 30,000.00 73,545.00 103,545.00 
2003 30,000.00 71,415.00 101,415.00 
2004 30,000.00 69,285.00 99,285.00 
2005 30,000.00 67,155.00 97,155.00 
2006 35,000.00 65,025.00 100,025.00 
2007 35,000.00 62,540.00 97,540.00 
2008 35,000.00 61,105.00 96,105.00 
2009 40,000.00 59,652.50 99,652.50 
2010 40,000.00 57,972.50 97,972.50 
2011 40,000.00 56,252.50 96,252.50 
2012 45,000.00 54,492.50 99,492.50 
2013 45,000.00 52,490.00 97,490.00 
2014 50,000.00 50,465.00 100,465.00 
2015 50,000.00 48,190.00 98,190.00 
2016 50,000.00 45,890.00 95,890.00 
2017 55,000.00 43,565.00 98,565.00 
2018 60,000.00 40,980.00 100,980.00 
2019 60,000.00 38,130.00 98,130.00 
2020 65,000.00 35,250.00 100,250.00 
2021 65,000.00 32,000.00 97,000.00 
2022 70,000.00 28,750.00 98,750.00 
2023 75,000.00 25,250.00 100,250.00 
2024 80,000.00 21,500.00 101,500.00 
2025 80,000.00 17,500.00 97,500.00 
2026 85,000.00 13,500.00 98,500.00 
2027 90,000.00 9,250.00 99,250.00 
2028 95,000.00 4,750.00 99,750.00 
Total: $ 1,500,000.00 $1,373,300. 78 $ 2 ,873 ,300. 78 

*Includes mandatory sinking fund payments. See "Redemption" herein. 

Continuing Disclosure 

The District has covenanted for the benefit of the holders and beneficial owners of the Bonds to 
provide certain financial information and operating data relating to the District and publicly available at 
the time of the request (an "Annual Report"), and to provide notices of the occurrence of certain 
enumerated events, if material. An Annual Report, consisting of the most recently available documents 
of the type to be included in the Annual Report at the time the request is received, will be provided to 
any person who requests it. The notices of material events will be filed by the District with each 
Nationally Recognized Municipal Securities Information Repository or with the Municipal Securities 
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Rulemaking Board, and with the State information repository, if any. The specific nature of the 
information to be contained in the Annual Report or the notices of material events is summarized below 
under the caption "APPENDIX D - Form of Continuing Disclosure Certificate." These covenants have 
been made in order to assist the Underwriters in complying with Securities and Exchange Commission 
Rule 15c2-12(b)(5). The District has never failed to comply in all material respects with any previous 
undertakings with regard to said Rule to provide annual reports or notices of material events. 

Investment of Bond Proceeds 

A portion of the proceeds from the sale of the Bonds shall be deposited in the County treasury to the 
credit of the District's 1998 Election South Bay Union School District General Obligation Bonds 
Construction Fund" (the "Construction Fund") and, together with other bond proceeds and funds of 
the District required to be deposited therein, shall be accounted for separately and distinctly from all 
other District and County funds but may be commingled for investment purposes. The proceeds shall 
be used solely for the purpose for which the Bonds are issued. The accrued interest and any premium 
received from the sale of the Bonds, together with tax collections deposited for the payment of the 
District's bonds, shall be kept separate and apart in the 1998 Election South Bay Union School District 
General Obligation Bonds Debt Service Fund (the "Debt Service Fund") and used only for J?ayments of 
principal and interest on the Bonds. Interest earned on the investment of monies held m the Debt 
Service Fund shall be retained in the Debt Service Fund and used to pay principal and interest on the 
Bonds when due. 

Monies in the Construction Fund and the Debt Service Fund shall be invested for the District by the 
County Treasurer, acting as the ex-officio treasurer of the District, in the pooled investment fund of the 
County in accordance with the County's investment policy, the current version of which is included 
herein as Appendix E. 

THE DISTRICT 

The information in this and other sections concerning the District's finances is provided as 
supplementary information only, and it should not be inferred from the inclusion of this information in 
this Official Statement that the principal of or interest on the Bonds is payable from the General Fund 
of the District. The Bonds are payable from the proceeds of an ad valorem tax required to be levied by 
the County in an amount sufficient for the payment thereof. See "THE BONDS-Security" herein. 

General Information 

South Bay Union School District was created in 1952 and covers an area of approximately fifty three 
square miles in Humboldt County. The District operates two elementary schools and has 
approximately ninefY. employees. Average daily attendance from 1991-92 through 1998-99 is reported 
in the following exhibit. 
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EXHIBIT 3 
AVERAGE DAILY ATTENDANCE 

SOUTH BAY UNION SCHOOL DISTRICT 

(1) Estimate 

Fiscal Year 

1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 

Source: South Bay School District 

Employee Relations 

A veraee Daily Attendance 

634 
609 
632 
596 
595 
575 
562 
5800) 

In the fall of 1974, the California State Legislature enacted a public school employee collective 
bargaining law known as the Rodda Act which became effective in stases on January 1, 1976, April 1, 
1976 and July I, 1976. This law provides that employees are to be divided into appropriate bargaining 
units which are to be represented by an exclusive bargaining agent. 

The teachers of the District have selected the California Teachers Association as their exclusive 
bargaining agent. They are currently operating under a contract which expired on June 30, 1998. 
Negotiations on a new contract are ongomg. 

The classified personnel of the District have selected the California School Employees Association as 
their exclusive bargaining agent, and are covered by a contract that expired on June 30, 1998. 
Negotiations on a new contract are ongoing. The management and confidential employees are not 
represented by a bargaining unit. 

Pension Plans 

The District participates in the State of California Teachers Retirement System ("STRS"). This plan 
covers basically all full-time certificated employees. The District's contribution to STRS for Fiscal 
Year 1997-98 totaled approximately $114,643 and in Fiscal Year 1998-99 is expected to be 
approximately $131,418. In order to receive STRS benefits, an employee must be at least 55 years old 
and have provided five years of service to California public schools. 

The District also participates in the State of California Public Employees Retirement System ("PERS"). 
This plan covers all classified personnel who are employed more than four hours per day. The 
District's contribution to PERS for Fiscal Year 1997-98 totaled approximately $20,639 and for Fiscal 
Year 1998-99 is expected to be approximately $35,838. In order to receive PERS benefits, an 
employee must be at least 50 years old and have provided five years of service to California schools. 

Year 2000 Computer Compliance 

Many computer systems and applications currently use two digits to define the applicable year. As a 
result, date-sensitive systems may recognize the year 2000 as 1900 or not at all, which could cause 
miscalculations or system failures. The mformation services manager of the County will be reporting 
to the Humboldt County Board of Supervisors on the status of all Year 2000 remediation projects. In 
the case of most mission-critical applications, funds have been appropriated for the remediation project. 
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There are a number of other critical and supportive systems for which the Humboldt County Board of 
Supervisors will be asked to fund the remediation efforts. The County has implemented BiTech 
Software, Inc.'s Integrated Financial Accounting System (!FAS) for its financial accounting and the 
IFAS system is fully Year 2000 compliant by June 30, 1999. Moreover, the County anticipates that all 
internal systems will be year 2000 compliant by October 1999, and that all external interfaces (i.e. with 
other government agencies and private institutions) will be properly modified by October 1999. In 
addition, the County is reviewing its vendors, suppliers, and other third parties with whom it has 
substantial financial relationships to determine whether any such parties expect to experience year 2000 
problems with consequences to entities which would have a material adverse effect on the County. 
However, there can be no assurance that the systems or products of other companies on which the 
County's systems rely will be timely converted or that any such failure to convert by a vendor, 
customer or another company would not have an adverse effect on the County's systems. 

The District has not completed an assessment of which of its operations may be affected by the Year 
2000 Problem. The District has made no assessment of the computer systems operated by other 
entities named above, and is not aware of any risk or cost assessments which may have been made by 
those entities except DTC (see "DTC Year 2000 Compliance") and the County as described herein. 
Although the Distnct believes that the County, DTC, and DTC Participants are working on a solution 
of the Year 2000 Problem, the District is unable to give any assurance that such a solution will be 
reached prior to the payment on the Bonds due on February 1, 2000. For more information about 
DTC's approach to the Year 2000 Problem, see "DTC Year 2000 Compliance" herein. 

DISTRICT DEBT STRUCTURE 

Short· Term Borrowing 

The District has no outstanding short term debt. 

Lease Obligations 

The District has entered into one operating lease with a lease terms in excess of one year. The lease is 
for a portable building. Future rnimmum lease payments are as follows: 

Long-Term Borrowing 

Year Ending 
June 30 

1999 
2000 
2001 
2002 
Total 

Lease 
Payments 

$ 14,083 
14,083 
14,083 

2,576 
$ 44,825 

Excluding the Bonds the District has no outstanding long-term debt. 

Contained within the District's boundaries are numerous overlapping local agencies providing public 
services. These local agencies have outstanding bonds issued in the form of general obligation, lease 
revenue, and special assessment obligations. The direct and overlapping debt of the District is shown 
in Exhibit 4. Self-supporting revenue bonds, tax allocation bonds and non-bonded capital lease 
obligations are excludea.from the debt statement. 

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

The first column in the following table names the public agencies which have outstanding debt as of the 
date of the report and whose territories overlap the District. The second column shows what 
percentage of the overlapping agency's assessed valuation is within the District. This percentage, 
multiplied by the total outstanding debt of each overlapping agency (which is not shown m the table) 
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produces the amount shown in Column 3, which is the apportionment of each overlapping agency's 
outstanding debt to property in the District. 

EXHIBIT 4 
STATEMENT OF DIRECT AND OVERLAPPING DEBT 

SOUTH BAY UNION SCHOOL DISTRICT 

1998-99 Assessed Valuation: $243,259,879 

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % A'1plicab1e 
100 

Debt 3115198 
South Bay Union School District 
Humboldt County Service Area No. 3. 
King Salmon Sanitary District 
South Bay County Sanitation District 

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT 

OVERLAPPING GENERAL FUND OBLIGATION DEBT: 
Humboldt County Certificates of Participation 
Redwoods Joint Community College District Certificates of Participation 
Eureka High School District Certificates of Participation 

TOTAL OVERLAPPING GENERAL FUND OBLIGATION DEBT 

COMBINED TOTAL DEBT 

(1) Excludes general obligation bonds to be sold. 

100 
100 
100 

4.41% 
3.070 

13.652 

$ -- (1) 
11,000 
9,000 
6,000 

$26,000 

849,338 
57,409 
9 556 

$916,303 

$936,303 (2) 

(2) Excludes tax and revenue anticipation notes, revenue, mortgage revenue and tax allocation bonds and non-bonded 
capital lease obligations. 

Ratios to 1998-99 Assessed Valuation: 
Direct Debt 
Total Direct and Overlapping Tax and Assessment Debt 
Combined Total Debt Service 

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/98: $0 

12 

-.-- % 
0.01% 
0.38% 



DISTRICT FINANCIAL INFORMATION 

District Budget 

The District is required by provisions of the State Education Code to maintain a balanced budget each 
year, where the sum of expenditures plus the ending fund balance cannot exceed revenues plus the 
carry-over fund balance from the previous year. The State Department of Education imposes a uniform 
budgeting format for all California school districts. 

Under current law, the District approves an adopted budget by July 1 of each fiscal year. The 
following exhibit shows the District's estimated actual revenues and expenditures for Fiscal Year 
1997-98 and projected budget for Fiscal Year 1998-99. 

EXHIBIT 5 
GENERAL FUND BUDGET 

FISCAL YEARS 1997 -98 AND 1998-99 
SOUTH BAY UNION SCHOOL DISTRICT 

FY 1997-98 FY 1998-99 
Actual Bud,:et 

Beginning Balance $ 190,941 $ 119,026 

Revenues 
Revenue Limit $ 2,052,602 $ 2,097,907 
Federal Revenue 163,091 162,930 
Other State Revenue 844,547 829,460 
Other Local Revenue 49,888 15,849 
Transfer In 7,352 1,651 
Total Revenue $ 3,117,480 $ 3,107,797 

Total Resources $ 3,308,421 $ 3,226,823 

Expenditures 
Certificated Salaries $ 1,615,836 $ 1,676,038 
Classified Salaries 431,064 426,059 
Benefits 525,524 587,159 
Supplies 156,104 188,364 
Operating Expenses 237,078 194,931 
~ital Outlay 160,920 66,666 

er Outgo 42,373 18,045 
Transfer Out 20,496 15,041 

Total Expenditures $ 3,189,395 $ 3,172,303 

Ending Balance $ 119,026 $ 54,520 

Source: South Bay Union School District 
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Exhibit 6 shows the District's revenue limit for the period 1995-96 through 1998-99. See "State 
Funding of Education" for more information about revenue limits. 

EXHIBIT 6 
REVENUE LIMITS 

FISCAL YEARS 1995-96 THROUGH 1998-99 0) 
SOUTH BAY UNION SCHOOL DISTRICT 

Fiscal Year 

1995-96 
1996-97 
1997-98 
1998-99 

Revenue Limit (2) 

$ 3,996 
3,808 
3,993 
3,852 

(1) The revenue limit total pertains to general education purposes and excludes categorical aid 
programs, certain capital outlays, adult education, and oilier special purpose programs. 

(2) State deficit has been applied. 

Source: South Bay Union School District 

Accounting Practices 

The accounting practices of the District conform to generally accepted accounting principles in 
accordance with policies and procedures of the California School Accounting Manual. This manual, 
according to Section 41010 of the State of California Education Code, is to be followed by all 
California school districts. 

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. Delinquent taxes that are not received until 
after the fiscal year-end are not recorded as revenue until received. Revenues from specific state and 
federally funded projects 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 information from time to time explaining the 
acceptable accounting treatment of revenue and expenditure categories. 

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 for the 
educational programs not requiring a special type of fund. The District's fiscal year begins on July 1 
and ends on June 30. 

The District's independent auditor is Storre, Wagner & McCauley of Eureka, California. 

PROPERTY TAXATION 

Property Tax Collection Procedures 

In California, proRerty which is subject to ad valorem taxes is classified as "secured" or "unsecured." 
The "secured roll is that part of the assessment roll containing state assessed public utilities' property 
and property, the taxes on which are a lien on real property sufficient, in the opinion of the county 
assessor, to secure payment of the taxes. A tax levied on unsecured property does not become a lien 
against such unsecured property, but may become a lien on certain other property owned by the 
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taxpayer. Every tax which becomes a lien on secured property has priority over all other liens arising 
pursuant to State law on such secured property, regardless of the time of the creation of the other liens. 
Secured and unsecured property are entered separately on the assessment roll maintained by the county 
assessor. The method of collecting delinquent taxes is substantially different for the two classifications 
of property. 

Property taxes on the secured roll are due in two installments, on November 1 and February 1 of each 
fiscal year. If unpaid, such taxes become delinquent after December 10 and April 10, respectively, and 
a 10% penalty attaches to any delinq_uent payment. In addition, property on the secured roll with 
respect to which taxes are delmquent 1s declared tax defaulted on or about June 30 of the fiscal year. 
Such property may thereafter be redeemed by payment of the delinquent taxes and a delinquency 
penalty, plus a redemption penalty of 1-112 % per month to the time of redemption. If taxes are unpaid 
for a penod of five years or more, the property is subject to sale by the Department of Finance. 

Property taxes are levied for each fiscal year on taxable real and personal property situated in the taxing 
jurisdiction as of the preceding January 1. A bill enacted in 1983, SB 813 (Statutes of 1983, Chapter 
498); however, provided for the supplemental assessment and taxation of pro~rty as of the occurrence 
of a change of ownership or completion of new construction. Thus, this leg1slat1on eliminated delays 
in the realization of increased property taxes from new assessments. As amended, SB 813 provided 
increased revenue to taxing Jurisdictions to the extent that supplemental assessments of new 
construction or changes of ownership occur subsequent to the January 1 lien date and result in 
increased assessed value. 

Property taxes on the unsecured roll are due on the January 1 lien date and become delinquent, if 
unpaid on the following August 31. A ten percent ( 10%) penalty is also attached to delinquent taxes in 
respect of property on the unsecured rolf, and further, an additional penalty of 1-1/2% per month 
accrues with respect to such taxes beginning the first day of the third month following the delinquencY. 
date. The taxing authority has four ways of collecting unsecured personal property taxes: (1) a civil 
action against tlie taxpayer; (2) filing a certificate in the office of the county clerk specifying certain 
facts in order to obtam a judgment hen on certain property of the taxpayer; (3) filing a certificate of 
delinquency for record in the county recorder's office, in order to obtain a lien on certain property of 
the taxpayer; and (4) seizure and sale of personal property, improvements or possessory interests 
belon~mg or assessed to the assessee. The exclusive means of enforcing the payment of delinquent 
taxes m respect of property on the secured roll is the sale of the property secunng the taxes for the 
amount of taxes which are delinquent. 

Taxation of State-Assessed Utility Property 

The State Constitution provides that most classes of property owned or used by regulated utilities be 
assessed by the State Board of Equalization ("SBE") and taxed locally. Property valued by the SBE as 
an operating unit in a primary function of the utility taxpayer is known as "unitary property", a concept 
designed to permit assessment of the utility as a going concern rather than assessment of each 
individual element of real and personal property owned by the utility taxpayer. State-assessed unit~ 
and "operating nonunitary" property (which excludes nonunitary property of regulated railways) 1s 
allocated to the counties based on the situs of the various components of the unitary property. Except 
for unitary property of regulated railways and certain other excepted property, all unitary and operating 
nonunitary property is taxed at special county-wide rates and tax proceeds are distributed to taxing 
jurisdictions according to statutory formulae generally based on the distribution of taxes in the prior 
year. 

SBE assessment of investor-owned gas and electric companies, incumbent local exchange companies, 
AT&T Corp., and AT&T Commurucations of California, Inc. is subject to a Settlement Agreement, 
dated May 1, 1992, among those companies, the SBE and all California counties (the "Agreement"), 
under which, for the fiscal years 1992-1993 through 1999-2000, the SBE sets the assessed property 
value eq_ual to historical cost less depreciation less 25% of each utility's deferred tax reserve (all as 
defined m the Agreement). The Agreement provides that this valuation method is not intended to be 
precedent for calculating fair market value in years after the term of the Agreement. The Agreement 
was in response to a February 1, 1991, Sacramento Superior Court decision in AT&T 
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Communications of California, Inc., et al v. State Board 0f Equalization, in which the court held that 
the SBE's valuation approaches had overvalued AT&T's unitary property, and ordered AT&T's 
statewide assessed value to be reduced from approximately $1.75 billion to approximately $1.1 billion. 
The Agreement was approved by the Sacramento Superior Court on July 14, 1992 in a validation 
action brought by the county parties. 

The California electric utility industry is currently undergoingci . ficant changes in its structure and in 
the way in which components of the industry are or are not re ated. Sale of electric generation assets 
to largely unregulated, nonutility companies may affect how ose assets are assessed m the future and 
which local agencies are to receive the property tax.es. The District is unable to predict the impact of 
these changes on its utility property tax revenues, or whether legislation may be pro1>0sed or adopted in 
response to industry restructuring, or whether any future litigation may affect the State's methods of 
assessing utility property and the allocation of assessed value to local taxing agencies. 

Teeter Plan 

The Board of Supervisors of the County adopted the Alternative Method of Distribution of Tax Levies 
and Collections and of Tax Sale Proceeds (the "Teeter Plan"), as provided for in Section 4701 et seq. 
of the California Revenue and Taxation Code, "to accomplish a sunplification of the tax-levying and 
tax apportioning process and an increased flexibility in the use of available cash resources." This 
alternative method is used for distribution of the ad valorem property tax revenues. 

The County will be responsible for determining the amount of the ad valorem tax levy on each parcel in 
the District, which will be entered onto the secured real property tax roll. Upon completion of the 
secured real property tax roll, the County auditor determines the total amount of taxes and assessments 
actually extended on the roll for each fund for which a tax levy has been included, and apportions 
100% of the tax and assessment levies to that fund's credit. Such monies may thereafter be drawn 
against by the taxing agency in the same manner as if the amount credited had been collected. 

Under the Teeter Plan, the County establishes the Tax Loss Reserve Fund. The County determines 
which monies in the County treasury (including those credited to the Tax Loss Reserve Fund) shall be 
available to be drawn onto the extent of the amount of uncollected taxes credited to each fund for which 
a levy has been included. When amounts are received on the secured tax roll for the current year, or 
for redemption of tax-defaulted property, Teeter Plan monies are distributed to the apportioned tax 
resources accounts. 

When tax-defaulted property is sold, the tax.es and assessments which constitute the amount required to 
redeem the property are prorated between apportioned (Teeter) levies and unapportioned ( or 
non-Teeter) levies. The pro rata share for apportioned levies is distributed to the tax losses reserve 
fund. The pro rata share for unapportioned levies is prorated between tax levies and assessment levies 
and then distributed to the applicable funds. 

If the tax losses reserve fund exceeds 3% of the total taxes and assessments levied on the secured roll 
for that year, the amounts coming in after it reaches 3% are credited to the County's general fund. 
Upon adoption of a resolution by the Board of Supervisors of the County by September I of any fiscal 
year, the 3% tax losses reserve fund threshold may be reduced to 50% of the total delinquent taxes and 
assessments for the previous year. 

The Teeter Plan is to remain in effect unless the Board of Supervisors orders its discontinuance or 
unless, prior to the commencement of any fiscal year of the County ( which commences on July 1 ), the 
Board of Supervisors shall receive a petition for its discontinuance joined in by resolutions adopted by 
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 commencement of the subsequent fiscal 
year. 

The Board of Supervisors may, by resolution adopted not later than July 15 of the fiscal year for which 
it is to apply after holding a pubhc hearing on the matter, discontinue the procedures under the Teeter 
Plan with respect to any tax 1evying agency or assessment levying agency in the County if the rate of 
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secure tax delinquency in that agency in any year exceeds 3 % of the total of all taxes and assessments 
levied on the secured rolls for that agency. 

In the event that the Teeter Plan were terminated, the amount of the levy of ad valorem taxes in the 
District would depend upon the collections of the ad valorem property taxes and delinquency rates 
experienced with respect to the parcels within the District. 

So long as the Teeter Plan remains in effect, the District's receipt of revenues with respect to the levy 
of ad valorem property taxes will not be dependent upon actual collections of the ad valorem property 
taxes by the County. However, under the statute creating the Teeter Plan, the Board of Supervisors 
could under certain circumstances (as described above) terminate the Teeter Plan in its entirety or 
terminate the Teeter Plan as to the District if the delinquency rate for all ad valorem property taxes 
levied within the District in any year exceeds 3%. 

Largest Taxpayers 

Exhibit 7 lists the top ten secured taxpayers within the District for 1998-99. 

EXHIBIT 7 
1998-99 TOP TEN LOCAL SECURED PROPERTY TAXPAYERS 

SOUTH BAY UNION HIGH SCHOOL DISTRICT 

Property Owner 
1. Peter B. and Dorothea Perrin 
2. Stanwood A. Murphy, Jr. 
3. Ocean View Cemetery 
4. Patrica A. Kelly 
5. Redwood Care Centers, Inc. 
6. LET 
7. Steven A. and Eunice A. Lester 
8. Nairn and Louise Obeji 
9. Simpson Redwood Co. 

10. Susan Bingham 

Primary Land Use 
Mobile Home Park 

Industrial 
Cemetery 

Apartments 
Commercial 
Agricultural 

Mobile Home Park 
Mobile Home Park 

Agricultural 
Apartments 

(1) 1998-99 Local Secured Assessed Valuation: $232,861,377 

Source: California Municipal Statistics, Inc. 

Historic Assessed Valuation 

1998-99 
Assessed 

Valuation 
$ 2,608,988 

2,374,076 
2,198,731 
1,960,210 
1,741,650 
1,564,156 
1,298,623 
1,176,235 
1,162,548 

884,914 

% of 
Total 0} 

1.12% 
1.02% 
0.94% 
0.84% 
0.75% 
0.67% 
0.56% 
0.51% 
0.50% 
0.38% 

The District has a 1998-99 gross assessed valuation of $243,259,879 accounting for approximately 
3.91 % of the total assessed valuation of the County. Shown in the following exhibit are net historical 
assessed values for the District and the County. 
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EXHIBIT 8 
HISTORIC ASSESSED VALUATIONS 

SOUTH BAY UNION SCHOOL DISTRICT 

Fiscal Year 

1989-90 
1990-92 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 

District (1) 
Assessed Valuations 

$ 135,320,056 
146,101,583 
161,899,813 
176,400,931 
188,834,574 
201,877 ,650 
212,831,881 
221,408,404 
232,416,674 
243,259,879 

County (2) 
Assessed Valuations 

$ 4,032,504,530 
4,296,563,493 
4,591,567 ,990 
4,883,666,629 
5,058,579,658 
5,284,763,677 
5,599,498,609 
5,809,118,209 
6,003,952,436 
6,220,206,762 

( 1) Includes homeowners exemptions, excludes other exemptions 
(2) Net of all exemptions 

Sources: California Municipal Statistics, Inc. 

LIMITATIONS ON TAX REVENUES 

Principal of and interest on the Bonds are payable from the proceeds of an ad valorem tax required to 
be levied by the County in an amount sufficient for the payment thereof. (See "THE 
BONDS-Security" herein.) Articles XIIIA and XIIIB, XIIIC and XIIID of the Constitution, 
Propositions 62, 98, 111, 187, and 218, and certain other provisions of law discussed herein, are 
summarized in this section and in the section entitled "State of California Finances" to describe the 
potential effect of these Constitutional and statutory measures on the ability of the District 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 impose any limitation on the ability of the District to levy 
taxes for payment of debt service on the Bonds. The tax levied by the County for payment of the 
Bonds was approved by the District's voters in compliance with Article XIIIA, Article XIDC, and all 
applicable laws. 

Property Tax Rate Limitations - Article XIIIA 

On June 6, 1978, the California voters added Article XIIIA to the California Constitution which limits 
the amount of any ad valorem taxes on real property to one percent ( 1 % ) of its full cash value, except 
that additional ad valorem property taxes may be levied to pay debt service on indebtedness approved 
prior to July 1, 1978 and (as a result of an amendment to Article XIIIA approved by California voters 
on June 3, 1986) on bonded indebtedness for the acquisition or improvement of real property which 
has been approved on or after July 1, 1978, by two thirds of the voters voting on such indebtedness. 
Article XIIIA defines full cash value to mean "the county assessor's valuation of real property as 
shown on the 1975-76 tax bill under full cash value, or thereafter, the appraised value of real property 
when purchased, newly constructed or a change in ownership has occurred after the 1975 assessment 
period". This cash value may be increased at a rate not to exceed two percent (2%) per year to account 
for inflation. 
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Article XIIIA has subsequently been amended to permit reduction of the "full cash value" base in the 
event of declining property values caused by damage, destruction or the other factors, to provide that 
there would be no increase in the "full cash value" base in the event of reconstruction of property 
damaged or destroyed in a disaster and in various other minor or technical ways which affect only 
certain categories of property or property owners. 

The California Supreme Court and the U.S. Supreme Court have upheld the constitutionality of Article 
XIIIA. 

Legislation Implementing Article XIIIA 

Legislation has been enacted and amended a number of times since 1978 to implement Article XIIIA. 
Under current law, local agencies are no longer permitted to levy directly any ad valorem property tax 
for their general purposes. The 1 % property tax is automatically levied annually by the county and 
distributed according to a formula among taxing agencies. Any special tax to pay voter approved 
indebtedness is levied in addition to the basic 1 % property tax. 

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

Beginning in the 1981-82 Fiscal Year, assessors in California no longer record property values on tax 
rolls at the assessed value of 25% of market value, under which a 1 % tax rate was expressed as $4.00 
per $100 of assessed value. All taxable property is now shown at full market value on the tax rolls. 
Consequently, the basic 1 % tax rate is expressed as $1. 00 per $100 of taxable value. 

Appropriation Limitation - Article XIIIB 

On November 6, 1979, the voters of the State approved Proposition 4, known as the Gann Initiative, 
which added Article XIIIB to the State Constitution. On June 5, 1990, the voters approved 
Proposition 111, which amended Article XIIIB in certain respects. Under Article XIIIB, as amended, 
state and local government entities each have an annual "appropriations limit" which limits the ability to 
spend certain monies which are called "appropriations subject to limitation" (consisting of most tax 
revenues and certain state subventions, together called "proceeds of taxes," and certain other funds) in 
an amount higher than the "appropriations limit." Article XIIIB does not affect the appropriation of 
monies which are excluded from the definition of "appropriations limit," including debt service on 
indebtedness existing or authorized as of January 1, 1979, or bonded indebtedness subsequently 
approved by two thirds of the voters. The "appropriations limit" is adjusted annually for changes in 
the cost of living and in population, for transfers in the financial responsibility for providing services, 
and in the case of certain declared emergencies. If a school district receives any proceeds of taxes in 
excess of its appropriations limit, it may, by resolution of the school district's governing board, 
increase its appropriations limit to equal that amount (provided that the State has excess appropriations 
limit of its own in that fiscal year). 

California Constitution Article XIIIC and Article XIIID (Proposition 218) 

On November 5, 1996, the voters of the State approved Proposition 218, the so-called "Right to Vote 
on Taxes Act." Proposition 218 added Articles XIIIC and XIIID to the State Constitution, which 
contain a number of provisions affecting the ability of local agencies, including school districts, to levy 
and collect both existing and future taxes, assessments, fees and charges. Among other things, Article 
XIIIC establishes that every tax is either a "general tax" (imposed for general governmental purposes) 
or a "special tax" (imposed for specific purposes); prohibits special purpose government agencies such 
as school districts from levying general taxes; and prohibits any local agency from imposing, extending 
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or increasing any special tax beyond its maximum authorized rate without a two thirds vote. Article 
XIIlC also provides that no tax may be assessed on property other than ad valorem property taxes 
imposed in accordance with Articles Xill and XIIIA of the California Constitution and special taxes 
approved by a two-thirds vote under Article XITIA, Section 4. 

Article XIIIC also provides that the initiative power shall not be limited in matters of reducing or 
repealing local taxes, assessments, fees and charges. The State Constitution and the laws of the State 
impose a mandatory, statutory duty on the County Treasurer to levy a property tax sufficient to pay 
debt service on the Bonds coming due in each year. The initiative power cannot be used to reduce or 
repeal the authority and obligation to levy such taxes or to otherwise interfere with performance of the 
mandatory, 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 XIIIC shall 
not be construed to mean that any owner or beneficial owner of a municipal security assumes the risk 
of or consents to any initiative measure which would constitute an impairment of contractual rights 
under the contracts clause of the U.S. Constitution. 

Article XIIID deals with assessments and property-related fees and charges. Article XIIID explicitly 
provides that nothing in Article XIDC or XIIID shall be construed to affect existing laws relating to the 
imposition of fees or charges as a condition of property development; however it is not clear whether 
the initiative power is therefore unavailable to repeal or reduce developer and mitigation fees imposed 
by the District. No developer fees imposed by the District are pledged or expected to be used to pay 
the Bonds. 

The interpretation and application of Proposition 218 will ultimately be determined by the courts with 
respect to a number of the matters discussed above, and it is not possible at this time to predict with 
certainty the outcome of such determination. 

Proposition 62 

On November 4, 1986, California voters adopted Proposition 62, a statutory initiative which amended 
the California Government Code by the addition of Sections 53720-53730. Proposition 62 requires 
that (i) any local tax for general governmental purposes (a "general tax") must be approved by a 
majority vote of the electorate; (ii) any local tax for specific purposes (a "special tax") must be 
approved by a two-thirds vote of the electorate; (iii) any general tax must be proposed for a vote by 
two-thirds of the legislative body; and (iv) proceeds of any tax imposed in violation of the vote 
requirements must be deducted from the local agency's property tax allocation. Provisions applying 
Proposition 62 retroactively from its effective date to 1985 are unlikely to be of any continuing 
importance; certain other restrictions were already contained in the Constitution. The requirements of 
Proposition 62 have generally been superseded by the enactment of Article XIIIC of the Constitution 
(Proposition 218) in 1996. 

Most of the provisions of Proposition 62 were affirmed by the 1995 California Supreme Court decision 
in Santa Clara County Local Transportation Authority v. Guardino, which invalidated a special sales 
tax for transportation purposes because fewer than two-thirds of the voters voting on the measure had 
approved the tax. Although by its terms, Proposition 62 applies to school districts, because the District 
does not receive any material amount of tax revenues from any tax levied in contradiction to 
Proposition 62, the District has not experienced nor does it expect to experience any substantive 
adverse financial impact as a result of the passage of this initiative or the Santa Clara decision. 
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Future Initiatives 

Article XIIIA, Article XIIIB, Proposition 98, Proposition 111, Proposition 218 and Proposition 62 
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 the District's finances or 
the District's ability to raise or expend revenues. 

STATE OF CALIFORNIA FINANCES 

The information in this section concerning the State funding of public education is provided as 
supplementary information only, and it should not be inferred from the inclusion of this information in 
this official statement that the principal of or interest on the bonds is payable from State revenues. The 
Bonds are payable from the proceeds of an ad valorem tax required to be levied by the County in an 
amount sufficient for the payment thereof. 

General 

The Constitution of the State of California (the "State") requires that from all State revenues there shall 
first be set apart the monies to be applied for support of the public school system and public institutions 
of higher education. California school districts receive a significant portion of their funding from State 
appropriations. As a result, decreases in State revenues may significantly affect appropriations made 
by the legislature to school districts. 

State Funding of Education 

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 ("ADA"). Such apportionments 
will, in general, amount to the difference between the District's revenue limit and the District's local 
property tax allocation. Revenue limit calculations are adjusted annually in accordance with a number 
of factors designed primarily to provide cost of living increases and to equalize revenues among all of 
the same type of California education entities (i.e. unified, high school or elementary school districts or 
offices of education). State law also provides for State support of specific school-related programs 
including summer school, adult education, deferred maintenance of facilities, pupil transportation, 
portable classrooms, other capital outlays and various categorical aids. 

As part of the 1992-93 State budget resolution, the State required counties, cities, and special districts 
to shift property tax revenues to school districts in lieu of direct payments to school districts from the 
State General Fund. The 1993-94 State budget adopted by the State Legislature on June 23, 1993 
required a similar shift of property taxes to school districts from local government entities. As a result 
of these property tax shifts, the State's share of District revenues has declined, with the District 
becoming relatively more dependent on local property tax revenue. Nonetheless, the influence of the 
State in the District's funding will remain substantial. Regardless of the shifts in property tax revenues 
in recent years, and the decrease in such revenues, certain levels of funding are guaranteed. See 
"Proposition 98 and Proposition 111" herein. 

1996-97 Fiscal Year. The 1996-97 State budget signed by the Governor on July 15, 1996 was based 
on anticipated continued economic growth in California and increased State revenues. The 1996-97 
State budget called for additional revenues for K-12 education, including a 3.21 % cost-of-living 
adjustment to revenue limit apportionments. Other features of the 1996-97 State budget for K-12 
education included one-time and block grant funding for numerous programs, including the following: 
(1) $771 million to reduce class size in kindergarten through third grades; (2) $178 million to equalize 
and increase revenue limits; (3) $387 million to provide site block grants to each school in the State for 
one-time expenditures; (4) $200 million for per-pupil allocatiop for certain costs for deferred 
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maintenance, instructional materials, and educational technology; (5) $200 million for facilities for 
reducing class size in primary grades; and (6) $167 million for reading improvement in elementary 
grades. 

1997-98 Fiscal Year. The 1997-98 State budget, signed by the Governor on August 18, 1997, 
increased expenditures for public education. State General Fund support for K-12 education increased 
by $.9 billion, allowing schools to receive statutory cost-of-living increases for revenue limit 
apportionments, special education, and child development. FY 1997-98 general fund K-12 per-pupil 
local assistance (Proposition 98) was $5,108, an increase from $4,904 in FY 1996-97. The budget 
also expanded the Class Size Reduction Program to include the fourth grade. 

1998-99 Fiscal Year. The adopted State budget for 1998-99 continues the trend of increasing State 
funding for public education. Total K-12 funding from all sources is $40.4 billion or $5,735 per 
pupil. For the first time, the 1998-99 State budget funds schools in excess of the Proposition 98 
minimum funding guarantee. The budget requires schools to provide a minimum of 180 days of 
instruction per year. 

Governor's Proposed 1999-2000 Bud~et. The Governor's proposed budget for 1999-2000 envisions 
increased taxpayer support for public education. Under the Governor's proposed budget, Proposition 
98 per-pupil spending will increase to $5,944 (a 4.4% average increase over 1997-98), and total K-12 
funding from all sources will be $42.8 billion (an increase of $2.8 billion over 1998-99). 

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 minimum entitlement under Proposition 98. 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 by the California Teachers' 
Association ("CT A''), which sought to void the obligation to repay the loan amounts. 

On April 26, 1994, a County of Sacramento superior court entered a judgement that K-14 districts are 
not obligated to repay the inter-year loans. The decision was appealed by the State, and pending appeal 
CTA and the State reached a settlement which became final on April 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 ending in 2001-02, with K-14 schools contributing $825 million from 
funds allocated to education under Proposition 98, and the State contributing the balance of $938 
million. The final Proposition 98 funding levels for the years in dispute will be certified, and the 
schools' contribution will be counted toward the Proposition 98 guarantee in future years. 

State Lottery 

In the November 1984 general election, the voters of the State approved a constitutional amendment 
establishing a state lottery (the "Lottery,,), the net revenues of which are to be used to supplement 
money allocated to public education. The amendment stipulated that the funds be used for the 
education of students and cannot be used for non-instructional purposes such as the acquisition of real 
property, construction of facilities or the financing of research. Lottery net revenues (gross revenues 
less prizes and administrative expenses) are allocated by computing an amount per ADA or full-time 
equivalent ("FfE"). This figure is derived by dividing the total net revenues figure by the total ADA 
for grades K-12 and community colleges, and by the total FTE for the University of California system 
and the California State University and College system. Each entity receives an amount equal to its 
total ADA or FTE, as applicable, multiplied by the per ADA or FTE figure. 
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Proposition 98 and Proposition 111 

On November 8, 1988 the voters approved Proposition 98, an initiative constitutional amendment and 
statute called "The Classroom Instructional Improvement and Accountability Act" ("Proposition 98"). 
In addition to adding certain provisions to the Education Code, Proposition 98 also amended Article 
XIIIB and Section 8 of Article XVI of the State Constitution and added Section 8.5 of Article XVI to 
the State Constitution, the effects of which are to establish a minimum level of State funding for school 
districts, to allocate to school districts, within limits, State revenues in excess of the State's 
appropriations limit and to exempt such excess funds from school district appropriations limits. 

One June 5, 1990, the voters approved Proposition 111 (Senate Constitutional Amendment No. 1) call 
ed the "Traffic Congestion Relief and Spending Limit Act of 1990" ("Proposition 111 ") which further 
modified Article XIIIB and Sections 8 and 8.5 of Article XVI of the State Constitution with respect to 
appropriations limitations and school funding priority and allocation. 

Article XIIIB, the as amended by both Proposition 98 and Proposition 111, is discussed above under 
"Appropriation Limitation - Article XIIIB." 

The provisions of Sections 8 and 8.5 of Article XVI, as added to and/or amended by Propositions 98 
and 111, may be summarized are follows: 

a) State funding of Schools (Section 8). Monies to be applied by the State for the support of 
school districts must be at a level equal to the greater of the following "tests": 

(i) The amount which, as a percentage of the State general fund ("General Fund") revenues 
which may be appropriated pursuant to Article XIIIB, equals the percentage of General 
Fund revenues appropriated for school districts in fiscal year 1986/87; 

(ii) The amount actually appropriated to school districts in the prior fiscal year from General 
Fund proceeds and from allocated local proceeds of taxes ( excluding any excess state 
revenues allocated pursuant to Section 8.5), adjusted for changes in enrollment and for 
the change in the cost of living (operative only in a fiscal year in which the percentage 
growth in California per capita personal income is less than or equal to the percentage 
growth in per capita General Fund revenues plus one-half of one percent); 

(iii) The amount actually appropriated to school districts in the prior fiscal year from General 
Fund proceeds and from allocated local proceeds of taxes ( excluding any excess State 
revenues allocated pursuant to Section 8.5) adjusted for changes in enrollment and for 
the change in per capita General Fund revenues, and, in addition, an amount equal to 
one-half of one percent times the prior year appropriations (excluding any excess State 
revenues) adjusted for changes in enrollment ( operative only in a fiscal year in which the 
percentage growth in California per capita personal income is greater than the percentage 
growth in per capita General Fund revenues plus one-half of one percent). 

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 the 
General Fund revenue growth exceeds personal income growth. 

The State legislature may, by a two-thirds vote of both houses and with the Governor's 
concurrence, suspend for one year the minimum funding provisions for school districts 
as provided for in Section 8. 

b) Allocations to the State School Fund (Section 8.5). In addition to the amounts applied to 
school districts under the tests discussed above, the State Controller is directed to allocate 
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available excess State revenues (pursuant to Article XIIIB) to the State School Fund. 
However, no such allocation is required at any time that the Director of Finance and the 
Superintendent of Public Instruction mutually determine that current annual expenditures per 
student equal or exceed the average annual expenditures per student of the 10 states with the 
highest annual expenditures per student and the average class size equals or is less than the 
average class size of the 10 states with the lowest class size. 

Such allocations do not constitute appropriations subject to Article XIIIB limitations and are 
to be made in an equal amount per enrollment. 

Proposition 187 

On November 8, 1994, California voters approved an initiative statute ("Proposition 187") generally 
directed at curbing taxpayer spending for various public programs, including public education, to the 
extent those programs benefit illegal aliens. Among other things, Proposition 187 would have required 
school officials to verify the legal status of each student and to deny education services to illegal aliens. 
Enforcement costs to local districts were potentially large. A number of lawsuits filed in state and 
federal court challenging the validity of Proposition under the California and U.S. Constitutions were 
consolidated for trial in the U.S. District Court. In November 1995, the District Court ruled various 
provisions of the initiative unconstitutional, particularly those affecting public schools. In March 
1998, the court overturned the remaining provisions of Proposition 187. An appeal was filed by the 
California State Attorney General in the U.S. Court of Appeals in the 9th Circuit on March 25, 1998. 
The District cannot predict what will be the ultimate outcome of this litigation or what the ultimate fiscal 
impact may be on the District. 

LEGAL MATTERS 

Tax Exemption 

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond 
Counsel, subject, however to the qualifications set forth below, under existing law, 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, provided, however, that, for the purpose 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 paragraph are subject to the condition that the District comply 
with all requirements of the Internal Revenue Code of 1986 (the "Code") that must be satisfied 
subsequent to the issuance of the Bonds in order that such interest be, or continue to be, excluded from 
gross income for federal income tax purposes. The District has covenanted to comply with each such 
requirement. Failure to comply with certain of such requirements may cause the inclusion of such 
interest in gross income for federal income tax purposes to be retroactive to the date of issuance of the 
Bonds. 

In further opinion of Bond Counsel, interest on the Bonds is exempt from California personal income 
taxes. 

Owners of the Bonds should also be aware that the ownership or disposition of, or the accrual or 
receipt of interest on, the Bonds may have federal or state tax consequences other than as described 
above. Bond Counsel expresses no opinion regarding any federal or state tax consequences arising 
with respect to the Bonds other than as expressly described above. 
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LEGAL OPINION 

Legal Opinion 

The legal opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond 
Counsel to the District, approving the validity of the Bonds, will be supplied to the original purchasers 
of the Bonds without cost. A copy of the legal opinion will be printed on each Bond, without charge 
to the successful bidder. 

Bond Counsel's employment is limited to a review of the legal proceedings required for authorization 
of the Bonds and to rendering an opinion as to the validity of the Bonds and the exclusion from gross 
income for federal income tax purposes of interest on the Bonds. The opinion of Bond Counsel will 
not consider or extend to any documents, agreements, representations, offering circular, or other 
material of any kind concerning the Bonds. Bond Counsel has undertaken no responsibility for the 
accuracy, completeness or fairness of the Official Statement or other offering materials relating to the 
Bonds and expresses no opinion relating thereto. 

Legality for Investment 

Under provisions of the California Financial Code, the Bonds are legal investments for commercial 
banks in California to the extent that the Bonds, in the informed opinion of the bank, are prudent for 
the investment of funds of depositors, and under provisions of the California Government Code, the 
Bonds are eligible to secure deposits of public monies in California. 

Absence of Litigation 

At the time of payment for and delivery of the Bonds, the Underwriter will be furnished with a 
certificate of the District that to the best knowledge of the officer of the District executing the same there 
is no litigation pending affecting the validity of the Bonds. 

RATING 

Moody's Investors Service ("Moody's") has assigned the rating shown on the cover page hereof to the 
Bonds. Such rating reflects only the view of Moody's and an explanation of the significance of such 
rating may be obtained only from Moody's at the following address: Moody's Investors Service, 99 
Church Street, New York, New York, 10007. There is no assurance that such rating will continue for 
any given period of time or that it will not be revised downward or withdrawn entirely by the rating 
agency, if in the judgement of the rating agency circumstances so warrant. Any such downward 
revision or withdrawal of such rating may have an adverse effect on the market price of the Bonds. 

UNDERWRITING 

Everen Securities Inc. (the "Underwriter") has agreed to purchase the Bonds at a price of 
$1,485,633.58, which price is the par amount of the Bonds less a discount of $15,000, plus accrued 
interest of $633.58. 

The Underwriter may offer and sell the Bonds to dealers and others at prices lower than the offering 
prices stated on the cover page hereof. The offering prices may be changed from time to time by the 
Underwriter. 
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FINANCIAL ADVISOR 

Andrew Ach & Associates, Inc. of San Francisco, California served as Financial Advisor to the 
District with respect to the sale of the Bonds. Andrew Ach & Associates, Inc. assisted the District in 
matters relating to the planning, structuring, and sale of the Bonds and will receive compensation 
contingent upon the sale and delivery of the Bonds. Andrew Ach & Associates, Inc. provides financial 
advisory services and does not engage in the underwriting, marketing, or trading of municipal 
securities or other negotiable instruments. 

MISCELLANEOUS 

Additional information may be obtained from the District by contacting the South Bay Union School 
District, Eureka, California, Attention: Superintendent or by contacting the financial advisor, Andrew 
Ach & Associates, Inc., San Francisco, California. 

At the time of delivery and payment for the Bonds, an authorized representative of the District will 
deliver a certificate stating that to the best of his or her knowledge this Official Statement does not 
contain any untrue statement of a material fact or omit to state a material fact necessary to make the 
statements herein, in light of the circumstances under which they were made, not misleading. Such 
certificate will also certify that to the best of his or her knowledge from the date of this Official 
Statement to the date of such delivery and payment there was no material adverse change in the 
information set forth herein. 

Andrew Ach & Associates, Inc. has acted as financial advisor to the District in conjunction with this 
offering. The delivery of this Official Statement has been authorized by the District. 

SOUTH BAY UNION SCHOOL DISTRICT 

By: Isl Paul Johnson 
Superintendent 
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APPENDIX A· EXCERPTS OF AUDITED FINANCIAL STATEMENTS OF THE 
DISTRICT FOR FISCAL YEAR 1997-98 
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RICH,\IW C.: STORR( 
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,\LrR(D ~ SEA:'\ mET l 

.\I DAI E <;TMiHOl'F. (RET.1 

To the Board of Trustees 
South Bay Union School District 

Storre, Wagner & McAuley 
CERTIFlED PUBLIC ACCOUNTANTS 

INQJ;PENQENJ AUDIIPB'S REPORT 

: 11:: rIFTH STREET 
[L;REKA. CA '15301·1Ii'." 

\707l H).o.i:t~; 
FAX liOi) H3·9~;,,-

We nave audit,d the accompanying general-purpose financial statements of the South Bay Union School District as 
of and for the year ended June 30. 1998. as listed in the table of contents. These general-purpose financial statements 
are the respgnsibility of the South Bay Union School District's management. Our reaponsiblllty is to express an opinion 
on these general-purpose financial statements based on our audit. 

We conductec our audit in accordance with generally accepted auditing st;indards and the standards applicable to 
financial audits contained In Government Auditir>g 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 ineludes e~amlning, on a test basis. evidence supporting the 
amounts and dllClosure1 in the financial statements. An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well aa evaluating the overall financial statement presentation. We 
believe that o~r audit provides a reasonable basis for our opinion. 

The District dc·es not maintain a complete rec;ord of the historical cost of its fixed assets. Accordingly, the financial 
statements do not include the general fixed assets group of accounts. which should be included in order to conform with 
generally acapted accounting principles. The amount that should be recorded in the general fixed assets account 
group 11 not known. 

In our opinion. except for the effects on the financial stliltements of the omission described in the preceding paragraph. 
the generaJ-pu-pose financial statements referred to above present fairly. in all material respects. the financial position 
of the South Bay Union School District at June 30, 1998. and the results of its operations for the year then ended. In 
c;onformlty with generally accepted accounting principles. 

In accordance with Govemmf,nt Auditing Standards, we have also issued a report dated October 30. 1998. on our 
consideration of South Bay Union School District's Internal control over financial reporting and our tests on its 
compliance with certain provisions of laws. regulations, contracts and grants. 

October 30. 1998 
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SOUTH BAY UNION SCHOOL DISTRICT 
COMBINED BALANCE SHEET -

All FUND TYPES AND ACCOUNT GROUPS 
June 30, 1998 

ASSETS 

Cash in County Treasury 
Cash in bank 
Cash in revolving fund 
Accounts receivable: 

Federal government 
State government 
Interest 
Other 

Stores inventory - food 
Amount to be provided 

for retirement of long-term debt 

TOTAL ASSETS 

LIABILITIES AND FUND EQUITY 

LIABILITIES 

Accounts payable 
Accrued expenses 
Deferred revenue 
Due to student body 
Compensated absences 
Capital lease 

TOTAL LIABILITIES 

FUND EQUITY 

Reserved for: 
Revolving fund 
Restricted programs 
Stores inventory 

Unreserved: 
Undesignated 

TOTAL FUND EQUITY 

TOTAL LIABILITIES 
AND FUND EQUITY 

See accompanying notes. 
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Governmental Fund Types 

Special Capital 
General Revenue Projects 

$53,931 $422,242 $175,561 

1,000 

32,899 21,816 
55,472 13,930 
4,821 5,675 2,562 
6,569 

5,040 

$154,692 $468,703 $178.123 

$10,308 $ $ 
3,333 

22,025 

35,666 

1,000 
117,600 

5,040 

426 463,663 178,123 

119.026 468,703 178.123 

$154,692 $468.703 $178.123 



Fiduciary Account 
Fund Tyees Groue 

Long-Tenn 
Agency Debt 

$ $ 
13,604 

47,185 

$13,604 $47,185 

$ $ 

13,604 
6,708 

40,477 

13,604 47,185 

$13,604 $47,185 

See accompanying notes. 

Total 
(Memorandum 

Only) 
June 30, 1998 

$651,734 
13,604 

1,000 

54,715 
69,402 
13,058 
6,569 
5,040 

47,185 

$862,307 

$10,308 
3,333 

22,025 
13,604 
6,708 

40,477 

96,455 

1,000 
117,600 

5,040 

642,212 

765.852 

$862,307 
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SOUTH BAY UNION SCHOOL DISTRICT 
CGMBINED STATEMENT OF REVENUES, EXPENDITURES, 

AND CHANGES IN FUND BALANCE -
ALL GOVERNMENTAL FUND TYPES 

For the Year Ended June 30, 1998 

Total 
(Memorandum 

Special Capital Only) 
General Revenue Projects June 30, 1998 

REVENUES 
Revenue limit sources: 

State apportionments $1,199,671 $ $ $1,199,671 
Local sources 852,931 852,931 

TOTAL REVENUE LIMIT 2,052,602 2,052,602 

Federal revenues 163,091 126,356 289,447 
Other state revenues 844,547 20,822 865,369 
Other local revenues 49,888 66,319 10,386 126,593 

TOTAL REVENUES 3,110,128 213,497 10,386 3,334,011 

EXPENDITURES 
Certificated salaries 1,615,836 1,615,836 
Classified salaries 431,064 81,423 512,487 
Employee benefits 525,524 23,499 549,023 
Books and supplies 156,104 77,905 234,009 
Services and other 

operating expenditures 237,078 5,711 620 243,409 
Capital outlay 160,920 15,253 7,267 183,440 
Capital lease: 

Principal 14,650 14,650 
Interest 2,953 2,953 

Other 24.770 24,770 

TOTAL EXPENDITURES 3.168,899 203,791 7,887 3.380,577 

EXCESS OF REVENUES 
OVER (UNDER) 

EXPENDITURES {58,771} 9,706 2,499 {46,566} 

OTHER FINANCING SOURCES (USES) 
Operating transfers in 7,352 20,496 27,848 
Operating transfers out {20,496} {7.352~ {27.8481 

TOTAL OTHER FINANCING 
SOURCES (USES) {13.144} 13,144 

EXCESS OF REVENUES AND 
OTHER SOURCES OVER 

(UNDER) EXPENDITURES 
AND OTHER USES (71,915) 22,850 2,499 (46,566) 

FUND BALP.NCE. JULY 1, 1997 190.941 445.853 175,624 812,418 

FUND BALA.NCE. JUNE 30, 1998 $119.026 $468,703 $178, 123 $765.852 

See accompanying notes. 
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SOUTH BAY UNION SCHOOL DISTRICT 
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND 

CHANGES IN FUND BALANCE - BUDGET AND ACTUAL -
ALL GOVERNMENTAL FUND TYPES 

For the Year Ended June 30, 1998 

General Fund Special Revenue Funds 

Variance 

Favorable 

Bud9et Actual {Unfavorable! Bud9et Actual 

REVENUES 

Revenue limit sources: 

State apportionments $1,117,166 $1,199,671 $82,505 $ $ 
Local sources 941.861 852,931 (88.930) 

TOTAL REVENUE LIMIT 2.059.027 2,052,602 ~6,425) 

Federal Revenues 171,018 163,091 (7,927) 98,050 126,356 
Other state revenues 832,759 844,547 11,788 22,910 20,822 
Other local revenues 42,642 49,888 7,246 68,572 66,319 

TOTAL REVENUES 3,105,446 3,110,128 4,682 189,532 213,497 

EXPENDITURES 

Certificated salaries 1,609,635 1,615,836 (6,201) 
Classified salaries 445,596 431,064 14,532 82,377 81,423 

Employee benefits 543,859 525,524 18,335 25,612 23,499 

Books and supplies 163,887 156,104 7,783 79,028 77,905 

Services and other operating 

expenditures 250,080 237,078 13,002 5,720 5,711 

Capital outlay 199,583 160,920 38,663 25,494 15,253 

Capital lease: 

Principal 14,650 (14,650) 

Interest 2,953 (2,953) 

Other 32.317 24,770 7,547 

TOTAL EXPENDITURES 3,244,957 3,168,899 76,058 218,231 203.791 

EXCESS OF REVENUE OVER 

(UNDER) EXPENDITURES (139,511) {58,771} 80,740 (28.6992 9,706 

OTHER FINANCING SOURCES {USES) 

Operating transfers in 49,605 7,352 (42.253) 9,190 20.496 

Operating transfers out (9.190) (20,496) (11,306) (46,605) (7,352) 

TOTAL OTHER FINANCING 

SOURCES (USES) 40,415 ~13,144) {53,559i {37,415) 13.144 

EXCESS OF REVENUES AND 

OTHER SOURCES OVER (UNDER) 

EXPENDITURES AND OTHER USES (99,096) (71,915) 27.181 (66,114) 22,850 

FUND BALANCE. JULY 1, 1997 190.941 190,941 445,853 445.853 

FUND BALANCE. JUNE 30. 1998 $91,845 $119,026 $27.181 $379,739 $468,703 

See accompanying notes. 
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Special 

Revenue 

Funds 

Variance 

Favorable 

(Unfavorable) 

$ 

28.306 

(2,088) 

(2,253l 

23.965 

954 

2, 113 

1, 123 

9 
10,241 

14,440 

38.405 

11,306 

39.253 

50.559 

88.964 

$88.964 

$ 

Budget 

3.250 

3,250 

848 

7,268 

8,116 

(4,866) 

(3,000) 

(3.000) 

(7,866) 

175.624 

$167,758 

See accompanying notes. 

Capital Projects Funds 

$ 

Actual 

10,386 

10,386 

620 

7,267 

7,887 

2.499 

2,499 

175.624 

$178,123 

Variance 

Favorable 

(Unfavorable) 

$ 

7,136 

7,136 

228 

1 

229 

7.365 

3.000 

3,000 

10,365 

$10.365 
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Totals (Memorandum Only) 

Budget Actual 

$1,117,166 $1,199,671 

941,861 852,931 

2,059.027 2,052,602 

269,068 289,447 

855,669 865,369 

114,464 126,593 

3,298,228 3,334,011 

1,609,635 1,615,836 

527,973 512,487 

569.471 549,023 

242,915 234,009 

256,648 243,409 

232,345 183,440 

14,650 

2.953 

32,317 24.nO 

3,471,304 3,380.577 

(173,076) (46,566) 

58,795 27.848 

(58,795) (27.848) 

(173.076) (46,566) 

812,418 812.418 

$639,342 $765,852 

Variance 

Favorable 

(Unfavorable) 

$82.505 

(88,930) 

(6.425) 

20,379 

9,700 

12,129 

35,783 

(6,201) 

15,486 

20,448 

8,906 

13,239 

48,905 

(14,650) 

(2,953) 

7,547 

90,727 

126,510 

(30,947) 

30,947 

126,510 

$126,510 



SOUTH BAY UNION SCHOOL DISTRICT 
r~OTES TO FINANCIAL STATEMENTS 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Reporting Entity 

The Board of Trustees of the South Bay Union School District School District is the basic level of government which 
has oversight responsibility and control over all activities related to the public school education in the South Bay Union 
School District. The District receives funding from local, state, and federal government sources and must comply with 
the concomitant requirements of these funding source entities. However, the District is not included in any other 
governmental "reporting entity" as defined by the GASS pronouncement, since Board members are elected by the public 
and have decision making authority, the authority to levy taxes, the power to designate management, the ability to 
significantly influence operations and primary accountability for fiscal matters. 

Accounting Policies 

The District accounts for its financial transactions in accordance with the policies and procedures of the Department 
of Education's California School Accounting Manual. The accounting policies of the District conform to generally 
accepted accounting principles as prescribed by the Governmental Accounting Standards Board (GASS) and the 
American Institute of Certified Public Accountants (AJCPA). 

Fund Accounting 

The accounts of the District are organized on the basis of funds or account groups, each of which is considered to be 
a separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing 
accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures or expenses, as appropriate .. 
District resources are allocated to and accounted for in individual funds based upon the purpose for which they are to 
be spent and the means by which spending activities are controlled. The District maintains the following funds: 

GOVERNMENTAL FUND TYPES 

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

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are legally 
restricted to expenditures for specific purposes. The District maintains three special revenue funds: 

1. Special Reserve Fund is used primarily to receive any excess funds from the General Fund at year-end. 
Funds are transferred from the Special Reserve Fund to the General Fund to fund specific expenditures 
by board action. 

2. Deferred Maintenance Fund is used for the purpose of major repair or replacement of District property 
in accordance with a specific plan. 

3. Cafeteria Fund is used to account for revenues earned and expenditures made to operate the child 
nutrition program. 

Capital Proiects Fund is used to account for the acquisition and/or construction of all major governmental 
general fixed assets. The District maintains two capital projects funds: 

1. The Capital Outlay Reserve Fund is used to accumulate funds transferred from the general fund for 
planned building projects and equipment purchases. 

2. The Capital Facilities Fund is used to account for resources received from developer impact fees 
assessed under provisions of the California Environmental Quality Act (CEQA). 
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SOUTH BAY UNION SCHOOL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

;=1DUCIARY FUND TYPES 

Agency Funds are used to account for assets of others for which the District acts as an agent. The District 
maintains agency funds for student organizations at each of the two locations. 

;CCOUNT GROUPS 

The accounting and reporting treatment applied to the long-term liabilities associated with a fund are determined by its 
measurement focus. All governmental funds and expendable trust funds are accounted for on a spending or "financial 
flow" measurement focus. This means that only current assets and current liabilities are generally included on their 
balance sheet. Their reported fund balance is considered a measure of "available spendable resources: Thus, the 
long-term liabilities associated with governmental funds and expendable trust funds are accounted for in the account 
groups of the District. 

General Long-Term Debt Account Group accounts for long-term liabilities expected to be financed from 
governmental funds. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and reported 
in the Financial Statements. Basis of Accounting relates to the timing of measurement made, regardless of the 
measurement focus applied. 

Governmental funds are generally accounted for using the modified accrual basis of accounting. Their revenues are 
recognized in the accounting period in which they became both measurable and available to finance expenditures of 
the current fiscal period. "Measurable· means the amount of the transaction can be determined, and "available" means 
collectible within the current period or soon enough thereafter to pay liabilities of the current period. Expenditures are 
recognized in the accounting period in which the liability is incurred (when goods are received or services rendered) 
except for umatured interest on general long-term debt, which is recognized when due. 

Trust and agency fund assets and liabilities are also accounted for on the modified accrual basis. 

Budget and Budgetary Accounting 

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

These budgets are revised by the District's governing board and superintendent during the year to give consideration 
to unanticipated income and expenditures. It is this final revised budget that is presented in the financial statements. 

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

Stores Inventories 

Inventories are recorded in the Cafeteria Fund only, using the purchases method in that the cost is recorded as an 
expenditure at the time individual inventory items are purchased. Inventory is valued at average cost and consists of 
food and 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. 

Fixed Assets 

The acquisition of fixed assets is recorded as an expenditure when payment is made. Such assets are not capitalized 
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SOUTH BAY UNION SCHOOL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

In a separat., fund or separate account. This lack of recording in a separate fund or account Is contrary to generany 
ac.cepted accounting prtncipfes and the omiaslon has been noted In the auditOr's report. 

Accumulate,j unpaid employee vacation benefits are recognized as llabilittes of the District. The current portion of the 
liabililln are recognized In the general fund at year-enct. The no~rrent portion of the liabilities are recognized in the 
general lon9·term debt account group. 

Accumulated sick leave benefits are not recognized as ll1bilities of the District. The District's policy Is to record lick 
leave as an operating expense in the periOd taken since such benefits do not vnt. nor is payment probable: however, 
unused 1ic:k leave 11 added to the creditable service period for calculatlon of retirement benefits when the employee 
retires. 

Fung Bafaoce BeMo:e• aQd Quignallons 

Re1ervation1 of the ending fund balance indicate the portions of fund balance not appropriable for expenditure or 
1mount1 legally segregated for a specific futuns use. The Reserve for RevoMng Fund and RetetYI for Stor9 Inventory 
reflect the portions of fund balance represented by revolving cash and stores Inventory, respectively. These amounts 
are not ava lable for appropriation and expenditure at the balance sheet date. The Reserve for RHtrlcted Programs 
refledl prc;1'11m Income unspent et r••r-end which is re1trided ta a 1peclflc use. 

De11gnat1on of ending fund balance indicate tentative plan, for financial resources utilization in a future period. 

emoertv Tux 

Secured p1operty taxes are levied March 1 on all secured real property and are due and payable November 1 and 
February 1 of the followtng fiscal year. Unsecured property tl>ces are payable In one ln1tallment on or before August 
31. The Co1Jnty or Humboldt bills an collects the taxa for the District. Tax revenues era recognized by the ~trict when 
received. 

Since the passage o1 California Proposition 13, beginning with the fiscal year 1978-79. taxes are based either on one 
percent rato applied to the 1975--76 u111sed vlfue of property, or on one percent of the sales price of the property on 
salea transacttons and ~struction which oecur after the 1975-78 •nenment. Assessed vtlun on properties 
(exclusive or lncreal8S relating to aales trantaGtions and Improvements) can rise at I maximum of two percent per year. 
The amoui,t collected by the County 11 distributed In aceordance with State law to the vtrioua public agendn. 
Therefore. the Oiatrlct doe, not levy a specif'ie tax rate but receives a share of the property tax revenue bind on State 
formula. T:,e District's tax rate Is $1 per $100 of usessed propeny value, the maximum lllowable under Proposltfon 
13. 

Total columns on combined $tatero•ms 

Total eolurnns on the Combined Statements are captioned "Memorandum Only" to incflclte thlt they are prenntld only 
to facilitate fl"8J"Cial 1nalY9is. Data in these columns do not pretenl financial position, results of operations. or Changes 
in financial pcsmon in conformity with generally accepted accounting prtnciples. Neither is 1uch data comparable to 
a consolidation. fntertund elimination• have not been made In the aggregation of this data. 

NOTE 8 -· CASH AND INVESTMENTS 

Caah on deposit with the County Treasury 11 part of an inveatment pool, Which Is adminl1tered by the County of 
Humboldt Treasurer's Office and conforms to the Callfomia Govemment Code. 

In accordaice with Education Cod• Section 41001. tho Olatrict maintains substamlally all or 1t1 Galh In the Humboldt 
County Tretasury. The County pool1 these funds with those of other dlatrfcts In th• county •nd Invest;, the ca,h . Then 
pooled funds are earned at cost which approximates market value. Interest earned 11 deposited quarterly into 
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SOUTH BAY UNION SCHOOL DISTRICT 
NOTES TO F1NANCIAL STATEMENTS 

participating funds. Any Investment losses are proportionately shared by all funds i" the pool. 

The County's portfolio normally cona11ts of U.S. TreHury Issues. U.S. Agency Issues. Negotiable Certlfica1es of 
Deposit, Commercial Paper. Medium.term Notes, Certmeates of Deposit. Repurchase Agreements. Bankers 
Ac:ceptanc,~s. and the Local Agency Investment Fund. All cnh invested by the County in demand deposit accounts 
is collater&lized to 110% with .approved U.S. Government securities such as Treasury em, and other U.S Treasury 
issues. 

Ca1h balarces held In banks and in revolving funds are insured up to $100.000 by the Federal Depository Insurance 
Corporation. All cash held by the financial lnstltutlons is fully insured or colleteralized. 

NOTE C -ACCOUNTS RECEIVABLE 

Reeelvabln at Juna 30. 1998, consist of the following: 

Federal Gcvemment 
State GovErnment 

Lottery 
Categorical Aid Programs 
Oefarred maintenance 
State Aid 
Child Nutrition 

Other local 
Interest 

NOTE 0-· LONG· TERM DEBT 

General 
Fung 

$32,899 

33.007 
15,700 

e.765 

6,569 
4821 

$89.761 

Special 
Revenue 
fyngs 

$21,816 

12,498 

1.432 

5875 
$41 421 

Capital 
Prcjects 
Funds 

$ 

2 562 
!2562 

Iota I 

$54,715 

33.007 
15.700 
12.498 
6.765 
1.432 
6.589 

13058 
$143 744 

The followl ,g Is a schedule of changes In the long-term debt account group during the year: 

Balance Bala nee 
June 30, June 30. 

19iZ !2ditlQCI QIIISlgc1 jii§ 
Compensated absencea $5,839 $869 $ $6,708 
Capital lea:1e 55Q&2 J~ a1§ ~g~zz 

llm i~J B§i ll~ §J; MZl§§ 

NOTE E - INTERFUND TRANSACTIONS. 

lnterlµnd r,,a,ters 
lnterfund trJr,sfers consist of operating transfers from funds receiving revenue to funds through wtiich the resources 
are to be e:cpended. 

lnterfu"d trinsfers for the ieer-ee fiscal year were as follows: 
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SOUTH SAY UNION SCHOOL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

Ia,01tea In 

Cafeteria 
Deferred Maintenance 
General 

Ican1ft11 Out 

General 
General 
Special Reaerve 

NOTE F -· EXCESS OF EXPENDITURES OVER APPROPRIATIONS, 

Exce11e1 of expenditures over appropriations In lndlvJduaJ funds are as follows: 

Bmd 
Gener;I Fund: 

Certificated salaries 
Capital lease 

Am owns 
$11,308 

9,190 
Z,3S2 

52701§ 

Excns 
f;1R1adilYt11 

$8.201 
$17,803 

General Fund: The District incurred unanticipated coats relating to employee salaries. The District did not budget 
sepnrately for capital lease expendlturH. 

NOTE G - JOINT VENTURES 

The South Bay Union School District participates in two joint venturn under Joint powers agreements (JPAI); the North 
Coast Sehools' Insurance Group .-nd the North Coa,t Schoola' Medical Jnsurance Group. The relatlcnshlp betwnn 
the South Bay Union School District and JPAs is such that neither JPA is a component unit of the South Bay School 
District for financial reporting purposes. 

North Coaiit SChoofs' Insurance Group (NCSIG) - The NCSIG 811'8nQH for and provides workers compensation and 
property and liability insurance tor Its members; all of tha Humboldt and Del Norte County School Olstrk:ts and their 
County Of'ices of Education. The NCSIG is governed by a commission composed of one representative from each 
member agency. A nine member executive committee elected by and from the commission controls the operations 
of the NCS-IG. including selection of management and approval of operating budgets. The NCSIG is independent of 
any influence by the member dl&trlcta beyond their representation on the commission. l!ach member district pays a 
premium c~mmensurate with the level of coverage requested and sharn •urpluses and deficits proportionately to its 
participatic,n In the NCSIG. 

North Coast Schoofs' Meclical lnaul'llnce Group (NCSMJG) - The NCSMIG a.manges for and provides medlcal, vision. 
and dental insurance for it8 members: Humboldt County Office of Eclucatlon and aJI Humboldt County School Districts. 
The NCSMIG is govemad by a board of directors composed of reprenntativea from member districts whteh have one 
hundered ur more insured llvea and one representative for thole member districts with In• than one hundred Insured 
lives. The Board controls the opel'ltion1 of the NCSMIG induding uleetion of management and approval of operating 
budgets. MCSMIG 11 Independent of Influence by the member dl1trldl beyond their representation on the Board. Each 
member distr1d pays a premium commensurate with the level of coverage requested and shares surpluses anef defldts 
proportion:Jtely to lta participation in the NCSMIG. 

Condense-l financial Information of the NCSIG and the NCSMIG for the year ended June 30, 1998, is as follows: 

Total assets 
Total liabflltlea 
Fund balance 

Tvt al rove"u•• 
Total expenditures 

Net fnc:rease (decrease) In fund balance 

NCSlG 
$7,887,292 
4055126 s3 nu ,u 

u.11:i.a1g 
3 301 zu 
!§32 530 

NCSMlG 
$6,697,101 
2,217.963 

11 4:rl 138 
S12.2M.448 
12383080 

[SJP9 §121 



SOUTH BAY UNION SCHOOL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

Neither entity had long-term debt outstanding at June 30. 1998. The South Bay Union School District's payments to 
the NCSIG and NCSMIG during the year were $71.745 and $293,469. respectively. The District's share of year-end 
assets. liahllltles, or fund equity ha1 not been calculated by either the NCSIG or NCSMIG. Flnsndal statements for the 
year ended June 30. 1998. era avallable through the North Coast Schools Insurance Group. 

NOTE H ·- EMPLOYEE RETIREMENT SYSTEMS 

Qualified otmployees 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. and classified 
ernployeH are members of the Public Employees' Retirement System. 

State Teacher&' Retirement System (STRS) 

PliO D@lc.r!mia!l 

The South Bey Union School District contributes to the State Teachers· Retirement System (STRS). a coat-sharing 
multlple-ei,ployer public employee retirement system defined benefit pension plan administered by STRS. The plan 
provides ·eurement. disability. and survivor benefits to beneficiaries. Benefit provisions are established by state 
statutes, as legislatively amended, within the State Teachers' Retirement Law. STRS tssues a sepa.rate comprehensive 
annual financial report that lndudes financial statements and required supplementary Information. Copies of the STRS 
annual flr,ancial report may be obtained from the STRS. 7667 Folsom Boulevard, Sacramento, Califomia 95826. 

fllndjngP~ 

Active plan members ere required to contribute 8.0% cf their salary and the District is required to contribute an 
actuanall}· determined rate. The actuarial methOds and 111umptlcns used for determining the rate are those adopted 
by the Sl'RS Teachel'5' Retirement Board. The required employer contribution rate for the flscel year 1997-98 was 
8.25% of annual payroll. The contribution requirements of the plan members are established by state statute. The 
South Sa~, Union School District'• contributions to STRS for the fiscal year ending June 30, 1998, 1997, and 1996 were 
$130,339. $119.537. and $106.128. respectively. and equal 100% of the required contributions for each year. 

Callfoml;1 Public EmployHa' "etlrement Syatem {CalPERS) 

eian Pes·.rial!sm 

The Soutll Say Union Schoof Oiatrict contributes to the School Employer Pool under the Californla Public Employees· 
Retirement System (CalPERS), a ccst·Sharing multiple-employer public employee retirement system defined benefit 
pension plan administered by CalPERS. The plan provides retirement end disablllty benefits. 11nnu11I cost-of-living 
adjustments. and death benefits to plan members and beneficiaries. Benefit provisions are established by state 
statutes. a• legislatlvely amended. within the Public Employees' Retirement Law. CalPERS issues a separate 
compreh,tnsive annual firiancial report that Includes financial statements and required supplementsry Information. 
Copies or the CalPERS annual financial report may be obtained from the CalPERS Executive Office, 400 P Street. 
Sacramento, California 9581~. 

fund;ng~ 

Active plan memberS are required to contribute 7.0% of their salary (7% of monthly salary over $133.33 If the member 
partlcipa1e1 in social security}. and the District is required to contribute an actuarially determined rate. The actuarial 
methods and assu,,.,ptlon1 used tor determining the rate are those adopted by the CalPERS Board of Administration 
The requ red employer contribution rate for fiscal year 1997-98 was 8.172% of annual payroll (decreasing to e.033% 
of pay uider a special funding provision effective with the January 1998 payroll period due to the State's direct 
reim~ursement to CalPERS of the cost ~f certain legislated benefit increases in the plan}. The contribution 
requirem'!nts cf the plan membens •re established by state statute. The South Bay Union School oistrlct"s contnbution, 
to CalPERS for the fi~I year ending June 30, 1998. 1997. and 199e were 117.579. s21.102. •nd $17.394. 
respectively, and equal 100% of the required contributions for each year. 



SOUTH BAY UNION SCHOOL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

NOTE I - POST EMPLOYMENT BENEFITS 

In addition to the pension benefit& described In Note G. the District provides postretirement health care benefits to 
certificated employees. in accordance with contract obligations. to all employees who retire from the Ol1tr1ct on or after 
attaining age 55 and up to age 65, with at least 15 years of lel'Vice. At June 30. 1998, five retirees met these eligibility 
requirements. 

The District pays the premium on the same health Insurance provided to current employees for pre-Medicare retirees 
and their dependents. Expenditures for postretirement hellth care benefits ere recognized as monthly premlur,,s 
become due. Curing the fiscal year ended June 30. 1998. expenditures of $27 .690 were recognized for postretlrement 
health C81"f!. 

Retirees w,o do not meet these eligibility requirements may continue coverage by reimbursing the District for the full 
emount of the premium paid monthly. 

NOTE J - COMMITMENTS ANO CONTINGENCIES 

The OlstriC". has received federal and state funds for specific purposes that are subject to review and audit by the grantor 
agencies. Although euch audits could generate expenditure dlsallowances under terms of the grants, it is believed that 
any requirud reimbursement wlll not be material. 

NOTE K -· RISK MANAGEMENT 

The Oistric: Is expcsad to various risks of loss related to torts: theft of. damage to and destruction of assets: errors and 
omissions; in;uries to employees: and natural disasters. The District retains the rtsk of loss up to $1,000 for prope,fy 
related lesses and no risk cf 1011 relating to liability and workmen's compensation dalms. Losses In excess of these 
deductible amounts up to 520.000.000 for property and llablllty and up to $250.000 p1r occurrence for workmen's 
compensation are eovered through pooled self-insurance programs administer thrcugh the North Coast SehOOls' 
Insurance 3roup JPA. See Note G for informatlon regarding North Coast School's Insurance Group, premium paid. 
and partlcipilnts. 

There hav,, been no significant reductions in insurance coverage from coverage In the prior year. The amount of 
settlement:J have not exceeded lnsuranc;e coverage in each of the past four fiscal years. 

NOTE L - LEASES 

Capital LtiJIII 

The District leases a portable building valued at $61,300 under agreements whleh provide for title to pass upon 
expiration 1:,f the lease period. Future minimum lease p1yment1 are as follows: 

rue Endjng June Jo 
1999 
2000 
2001 
2002 
Total 
Less amount representing Interest 

Preserit value of net minimum leaae payments 

L11se Paymant 
$14,083 

1-1,083 
14.083 
2.576 

4'4,825 
(4 348) 

s404zz 
The 011tric:t will receive no sublease rental revenues nor pay contingent rentals for this equipment. 



soUTH BAY UNION SCHOOL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

NOTE M - SUBSEQUENT EVENT 

:n a District wide election held November 3. 1998, a $1.5 million bond measure passed. The bonds are to be issued 
in the summer of 1999. The proceeds from these bonds are to be used for modernizing the District for computer 
technology, repairs and maintenance of the current facilities, and the construction of new facilities. 
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ATTORNEYS AT LAW 

APPENDIXB 

FORM OF OPINION OF BOND COUNSEL 

[Oosing Date] 

South Bay Union School District 
6077 Loma Avenue 
Eureka, CA 95503 

0 ::SO CAUFORNIA STREET 

EIGHTEENTH FLOOR 

SAN FRANCISCO. CA 94108 

TELEPHONE 

(410) 391-0780 

FACSIMILE 

1410) 391-0784 

HOMEPAGE: http:/ /www.jhhw.com 

RE: $1,500,000 South Bay Union School District (Humboldt County, California) 
General Obligation Bonds, 1998 Election 

Members of the Board of Trustees: 

We have acted as bond counsel to the South Bay Union School District (the "District") 
in connection with the issuance by the District of its South Bay Union School District 
(Humboldt County, California) General Obligation Bonds, 1998 Election, in the aggregate 
principal amount of $1,500,000 (the "Bonds"), pursuant to Article 4.5 of Chapter 3 of Part 1 of 
Division 2 of Title 5 of the California Government Code (the ''Bond Law'') and a resolution of 
the Board of Trustees of the District (the ''Board") adopted on March 9, 1999 
(the "Resolution"). We have examined the law and such certified proceedings and other papers 
as we have deemed necessary to render this opinion. 

As to questions of fact material to our opinion, we have relied upon representations of 
the Board contained in the Resolution and in the certified proceedings and certifications of 
public officials and others furnished to us, without undertaking to verify the same by 
independent investigation. 

Based upon the foregoing, we are of the opinion, under existing law, as follows: 

1. The District is duly established and validly existing as a school district with the 
power to issue the Bonds and to perform its obligations under the Resolution and the Bonds. 

2. The Resolution has been duly adopted by the Board and constitutes a valid and 
binding obligation of the District enforceable against the District in accordance with its terms. 

3. The Bonds have been duly authorized, executed and delivered by the Board and are 
valid and binding general obligations of the District, and the Board is obligated under the 
Resolution and is authorized under the laws of the State of California to cause to be levied a 
tax upon the taxable property in the District for the payment when due of the principal of and 
interest on the Bonds. 
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Board of Trustees 
South Bay Union School District 
[Closing Date] 
Page2 

4. Interest on the Bonds is excluded from gross income for federal income tax purposes 
and is not an item of tax preference for purposes of the federal alternative minimum tax 
imposed on individuals and corporations; it should be noted, however, that, for the purpose 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, 
and the Bonds are 11qualified tax-exempt obligations" within the meaning of section 265(b)(3) 
of the Internal Revenue Code of 1986 (the 11Code") such that, in the case of certain financial 
institutions (within the meaning of section 265(b)(5) of the Code), a deduction for federal 
income tax purposes is allowed for 80 percent of that portion of such financial institution's 
interest expense allocable to interest payable on the Bonds. The opinions set forth in the 
preceding sentence are subject to the condition that the District comply with all requirements of 
the Code which must be satisfied subsequent to the issuance of the Bonds in order that interest 
thereon be, or continue to be, excluded from gross income for federal income tax purposes. The 
District has covenanted in the Resolution and in other instruments relating to the Bonds to 
comply with each of such requirements; and the District has full legal authority to make and 
comply with such covenants. 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 
tax consequences arising with respect to the Bonds. 

5. The interest on the Bonds is exempt from personal income taxation imposed by the 
State of California. 

The rights of the owners of the Bonds and the enforceability of the Bonds and the 
Resolution may be subject to bankruptcy, insolvency, reorganization, moratorium and other 
similar laws affecting creditors' rights heretofore or hereafter enacted and may also be subject to 
the exercise of judicial discretion in appropriate cases. 
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Respectfully submitted, 

/ones Hall, 
A Professional Law Corporation 
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·General Information 

APPENDIX C 

HUMBOLDT COUNTY 

Humboldt County is located in northwest California. It is bordered on the north by Del Norte County, 
on the east by Trinity County, on the south by Mendocino County, and on the west by the Pacific 
Ocean. The County's major industries include agriculture, fishing, retail sales and tourism. 

Population 

The following exhibit shows historic population figures for Humboldt County. 

EXHIBIT IC 
POPULATION (CITIES AND UNINCORPORATED AREAS) 

HUMBOLDT COUNTY 

Area 1994 1995 1996 1997 

Total County 124,082 124,200 124,802 125,604 
Unincorporated Areas 65,947 65,437 65,756 66,311 
Incorporated Areas: 

Arcata 15,539 15,812 16,215 16,263 
Blue Lake 1,255 1,246 1,235 1,235 
Eureka 27,436 27,564 27,355 27,396 
Ferndale 1,329 1,238 1,231 1,231 
Fortuna 9,265 9,693 9,775 9,910 
Rio Dell 2,952 2,847 2,875 2,899 
Trinidad 359 363 360 359 

(1) Totals may not add due to independent rounding. 

Source: State of California, Department of Finance 
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1998 

127,708 
67,377 

16,454 
1,259 

27,726 
1,408 

10,171 
2,950 

363 



Industry 

Total wage and salary employment in Humboldt County grew by 3,700 positions to 49,000 from 1993 
to 1997. Exhibit 2C shows recent employment trends in the County. 

EXHIBIT 2C 
EMPLOYMENT BY INDUSTRY GROUP 

HUMBOLDT COUNTY CI) 

Area 1993 1994 1995 

Total, All Industries 45,300 46,100 47,200 
Agriculture 800 900 900 
Construction 1,700 1,700 1,700 
Manufacturing 6,000 6,500 6,900 
Transportation & Public Utilities 2,100 2,000 1,900 
Wholesale Trade 1,300 1,300 1,300 
Retail Trade 9,800 10,100 10,400 
Finance, Insurance & Real Estate 1,800 1,900 1,800 
Services 10,900 11,200 11,500 
Government 10,900 10,700 10,900 

(1) Totals may not add due to independent rounding. 

Source: State of California, Employment Development Department 

Employment 

1996 1997 

48,300 49,000 
900 1,000 

1,700 1,600 
7,000 6,700 
2,000 2,000 
1,300 1,200 

10,700 10,700 
1,800 1,900 

11,800 12,300 
11,100 11,600 

Historic employment and unemployment figures for Humboldt County are shown in the following 
table: 

EXHIBIT 3C 
EMPLOYMENT AND UNEMPLOYMENT 

HUMBOLDT COUNTY 

1993 1994 1995 1996 1997 

Civilian Labor Force 59,500 60,300 60,200 60,500 60,700 
Civilian Employment 53,600 55,100 55,200 55,900 56,300 
Civilian Unemployment 5,900 5,200 5,000 4,600 4,400 

Civilian Unemployment Rate 9.8% 8.6% 8.4% 7.5% 7.3% 
Statewide Unemployment Rate 9.4% 8.6% 7.8% 7.2% 6.4% 

Source: State of California, Employment Development Department 
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Commercial Activity 

Humboldt County's growth in taxable retail sales from 1993 through the first quarter of 1998 are 
shown in the following table. 

EXHIBIT 4C 
TAXABLE SALES (000) 
HUMBOLDT COUNTY 

Cate,:ory 1993 1994 1995 1996 1997 1998 

Apparel Stores $ 23,945 $ 24,620 $ 23,176 $ 21,769 $ 22,107 $ 4,449 
General Merchandise 121,776 128,081 150,458 148,638 152,099 31,994 
All Food Stores 76,436 75,935 75,653 77,985 79,777 17,481 
Packaged Liquor Stores 5,313 4,970 4,274 4,434 4,346 896 
Eating and Drinking Group 83,628 83,370 82,119 86,017 87,016 19,780 
Home Furnishing and Appliances 19,414 20,599 18,066 19,044 17,825 3,932 
Building Material Group 68,015 66,031 66,521 70,233 70,788 14,709 
Farm Implements and Supplies 20,311 23,132 23,193 23,085 24,762 4,096 
Auto Dealers and Supplies 123,415 128,391 137,703 150,455 147,462 35,007 
Service Stations 64,307 64,015 64,060 71,778 83,057 18,423 
Other Retail Outlets 70664 74,055 75 037 84,356 22..W ~ 
Retail Stores Total $ 677,224 693,199 720,260 757,794 781,542 173,659 

Business and Personal Services $ 41,279 $ 42,462 $ 45,233 $ 42,932 $ 43,915 $ 10,106 
All Other Outlets 2.27 417 26Q,468 2Q3,242 278,358 470,Q04 ~ 
Total All Outlets $ 945,920 $ 996,129 $ 1,029,435 $ 1,079,084 $1,096,061 $ 240,332 

(1) First quarter of 1998 only 
Source: State of California, Board of Equalization 

Agriculture 

Exhibit 5C lists the value of various County agricultural products from 1994 through 1997. 

EXHIBIT SC 
GROSS VALUE OF AGRICULTURAL PRODUCTION 

HUMBOLDT COUNTY 

Agricultural Product 1994 1995 1996 

Field Crops $ 7,379,000 $ 7,054,000 $ 7,039,600 
Vegetable Crops 872,000 836,000 836,000 
Fruit/Nut Crops 32,000 27,000 27,000 
Nursery Stock 20,274,000 18,319,000 18,319,000 
Livestock/Poultry 12,278,000 11,226,000 10,830,537 
Livestock/Poultry Products 30,681,000 30,589,000 34,709,000 
Misc. Productsff imber 281.780.000 235.529.000 235.529.000 
Total $ 353,296,000 $ 303,580,000 $ 307,290,137 

Source: Humboldt County Department of Agriculture 
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1997 

$ 8,223,780 
897,050 

28,000 
22,576,611 
12,443,189 
36,067,000 

238.011.000 
$ 3 18 ,24 7 ,3 30 



APPENDIX D - CONTINUING DISCLOSURE CERTIFICATE 



APPENDIXD 
FORM OF CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate (the "Disclosure Certificate") is executed and 
delivered by the South Bay Union School District (the "District"), Humboldt County, California, 
in connection with the issuance of $1,500,000 South Bay Union School District General 
Obligation Bonds, 1998 Election (the "Bonds"). The Bonds are being issued pursuant to a 
Resolution of the Board of Trustees of the District, adopted on March 9, 1999 (the "Bond 
Resolution"). The District covenants and agrees as follows: 

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is 
being executed and delivered by the District for the benefit of the Bondholders and in order to 
assist the Participating Underwriters in complying with S.E.C. Rule 15c2-12(b)(5). 

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

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

"Dissemination Agent" shall mean the District, or any successor Dissemination Agent 
designated in writing by the District and which has filed with the District a written acceptance 
of such designation. 

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

"National Repository" shall mean any Nationally Recognized Municipal Securities 
Information Repository for purposes of the Rule. 

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

"Repository" shall mean each National Repository and each State Repository, if any. 

"Rule" shall mean Rule 15c2-12(b)(5)adopted by the Securities and Exchange 
Commission under the Securities Exchange Act of 1934, as the same may be amended from time 
to time. 

"State Repository" shall mean any public or private repository or entity designated by 
the State as a state repository for the purpose of the Rule. 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 Dissemination Agent (if other than the District) to, 
not later than nine months after the end of each fiscal year (which fiscal year currently ends on 
June 30), commencing with the 1998-1999 fiscal year, provide to any person who requests it or 
to any State Repository an Annual Report which is consistent with the requirements of Section 4 
of this Disclosure Certificate. The Annual Report may be submitted as a single document or as 
separate documents comprising a package, and may cross-reference other information as 
provided in Section 4 of this Disclosure Certificate. A copy of the Annual Report may be 
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obtained from the Superintendent of the District, at South Bay Union School District, 6077 Loma 
A venue, Eureka, California 95503. 

(b) Not later than fifteen (15) Business Days prior to the date specified in subsection (a) 
for making available or providing the Annual Report, the District shall provide the Annual 
Report to the Dissemination Agent, if other than the District. 

(c) The Dissemination Agent shall: 

(i) determine each year prior to the date for making available or providing 
the Annual Report the name and address of each Repository as applicable; and 

(ii) if applicable, file a report with the District certifying that the Annual 
Report has been provided to each State Repository pursuant to this Disclosure 
Certificate, stating the date it was provided and listing any State Repositories to which it 
was provided. 

SECTION 4. Content of Annual Report. The District's Annual Report shall contain or 
incorporate by reference the following: 

(a) Annual Financial Information 

The audited financial statements of the District for the most recent ended fiscal 
year. 

A summary of the approved budget for the District for the then-current fiscal 
year. 

(b) Operating Data 

The following customarily prepared information for the most recently ended fiscal year, 
to the extent not provided in subsection (a) above, will be updated annually: information 
concerning average daily attendance, short and long term borrowings and lease obligations. 

Any or all of the items listed above may be incorporated by reference from other 
documents, including official statements of debt issues of the District or related public entities, 
which have been submitted to each of the Repositories or the Securities and Exchange 
Commission. If the document incorporated by reference is a final official statement, it must be 
available from the Municipal Securities Rule making Board. The District shall clearly identify 
each such other document so incorporated by reference. 

SECTION 5. Reporting of Significant Events. 

(a) This Section shall govern the giving of notices of the occurrence of any of the 
following events: 

1. Principal and interest payment delinquencies; 

2. Non-payment related defaults; 

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

4. Unscheduled draws on credit enhancements reflecting financial difficulties; 
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and 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

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

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

Modifications to rights of security holders; 

Bond calls; 

Defeasances; 

Release, substitution, or sale of property securing repayment of the securities; 

Rating changes. 

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

(c) If the District determines that knowledge of the occurrence of a Listed Event 
would be material, the District shall promptly file a notice of such occurrence with the 
Repositories. Notwithstanding the foregoing, notice of Listed Events described in subsections 
(a)(8) and (9) 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 District and Resolutions. 

SECTION 6. Termination of Reporting Obligation. The District's obligations under 
this Disclosure certificate shall terminate upon the defeasance, prior redemption or payment in 
full of all of the Bonds. 

SECTION 7. Dissemination Agent The District may, from time to time, appoint or 
engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure 
Certificate, and may discharge any such Agent, with or without appointing a successor 
Dissemination Agent. 

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this 
Disclosure Certificate, the District may amend this Disclosure Certificate, and any provision of 
this Disclosure Certificate may be waived, if such amendment or waiver is supported by an 
opinion of counsel expert in federal securities laws, to the effect that such amendment or waiver 
would not, in and of itself, cause the undertakings herein to violate the Rule if such amendment 
or waiver had been effective on the date hereof but taking into account any subsequent change 
in or official interpretation of the Rule. 

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be 
deemed to prevent the District from disseminating any other information, using the means of 
dissemination set forth in this Disclosure Certificate or any other means of communication, or 
including any other information in any Annual Report or notice of occurrence of a Listed Event, 
in addition to that which is required by this Disclosure certificate. If the District chooses to 
include any information in any Annual Report or notice of occurrence of a Listed Event in 
addition to that which is specifically required by this Disclosure Certificate, the District shall 
have no obligation under this Agreement to update such information or include it in any future 
Annual Report or notice of occurrence of a Listed Event. 
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SECTION 10. Default. In the event of a failure of the District to comply with any 
provision of this Disclosure Certificate any Bondholder 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. The sole 
remedy under this Disclosure Certificate in the event of any failure of the District to comply 
with this Disclosure Certificate shall be an action to compel performance. 

SECTION 11. Duties Immunities and Liabilities of Dissemination Agent. The 
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure 
Certificate, and the District agrees to indemnify and save the Dissemination Agent, its officers, 
directors, employees and agents, harmless against any loss, expense and liabilities which it may 
incur arising out of or in the exercise or performance of its powers and duties hereunder, 
including the costs and expenses (including attorneys fees) of defending against any claim of 
liability, but excluding liabilities due to the Dissemination Agent's negligence or willful 
misconduct. The obligations of the District under this Section shall survive resignation or 
removal of the Dissemination Agent and payment of the Bonds. 

SECTION 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit 
of the District, the Dissemination Agent, the Participating Underwriters and Holders from time 
to time of the Bonds, and shall create no rights in any other person or entity. 

Date: May 18, 1999 

SOUTH BAY UNION SCHOOL DISTRICT 

SAMPLE ONLY 
Superintendent 
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ATTACHMENT "A" 

NOTICE OF REPOSITORIF5 OF FAILURE TO FILE ANNUAL REPORT 

Name of District: South Bay Union School District 

Name of Bond Issue: South Bay Union School District General Obligation Bonds, 1998 Election 

Date of Issuance: May 18, 1999 

NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with 
respect to the above-named Bonds as required by Section 26 of the District Resolution dated 
March 9, 1999. The District anticipates that the Annual Report will be filed by ____ _ 

Dated:. _____ _ 

SOUTH BAY UNION SCHOOL DISTRICT 

SAMPLE ONLY 
Superintendent 
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APPENDIX E • HUMBOLDT COUNTY INVESTMENT POLICY 



COUNTY OF HUMBOLDT 

STATEMENT OF INVESTMENT POLICY 

Under the authority delegated to the county Treasurer by the Board of Supervisors to invest and 
reinvest all of the funds in the County Treasury and, in accordance with the California Government 
Code, the following sets forth the investment policy of the County of Humboldt: 

1. POLICY STATEMENT 

The purpose of this Investment Policy (Policy) is to establish cash management and investment 
guidelines for the County Treasurer, who is responsible for the stewardship of the Humboldt County 
Pooled Investment Fund. Each transaction and the entire portfolio must comply with California 
Government Code Section 53601, et. seq., Section 53635, et. seq., and this policy. All portfolio 
activities will be judged by the standards of the Policy and ranking of investment objectives. 

2. STANDARDS OF CARE 

The County Treasurer is the Trustee of the Pooled Investment Fund and, therefore, a fiduciary 
subject to the prudent investor standard. The County Treasurer, employees involved in the 
investment process and the members of the Treasury Oversight Committee shall refrain from all 
personal business activity that could conflict with the management of the investment program. All 
individuals involved will be required to report all gifts and income in accordance with California 
State law. When investing, reinvesting, purchasing, acquiring, exchanging, selling and managing 
public funds, the County Treasurer shall act with the care, skill, prudence and diligence to meet the 
aims of the investment objectives listed in the Policy. 

3. INVESTMENT OBJECTIVES 

The Pooled Investment Fund shall be prudently invested in order to earn a reasonable return, while 
awaiting application for governmental purposes. The specific objectives for the Pooled Investment 
Fund are ranked in order of importance: 

(a) SAFETY OF CAPITAL - The preservation of capital is the primary objective. 
Each transaction shall seek to ensure that capital losses are avoided, whether they 
be from securities default or erosion of market value. 

(b) LIQUIDITY - As a second objective, the Pooled Investment Fund should remain 
sufficiently flexible to ensure the County Treasurer meets all operating 
requirements which may be reasonably anticipated in any depositor's fund. 



( c) MAXIMUM RA TE OF RETURN - As the third objective, the Pooled Investment 
Fund should be designed to attain a rate of return through budgetary and 
economic cycles, consistent with the risk limitations, prudent investment 
principles and cash flow characteristics identified herein. 

4. IMPLEMENTATION 

In order to provide direction to those responsible for management of the Pooled Investment Fund, 
the County Treasurer has established this Policy and presented it to the Treasury Oversight 
Committee and the Board of Supervisors, and has provided the report to the legislative body of local 
agencies that participate in the Pooled Investment Fund. 

The Policy defines investible funds; authorized instruments; credit quality required; maximum 
maturities and concentrations; collateral requirements; qualifications of broker-dealers and financial 
institutions doing business with, or on behalf of, the County; limits on gifts and honoraria; the 
reporting requirements; the Treasury Oversight Committee; the manner of appropriating costs; the 
criteria to request withdrawal of funds; and the terms and conditions under which local agencies that 
are not required to deposit funds may deposit funds if they so desire. 

5. PARTICIPANTS 

(a) STATUTORY PARTICIPANTS - General Participants are those government 
agencies within the County of Humboldt for which the Humboldt County 
Treasurer is statutorily designated as the Custodian of Funds. 

(b) VOLUNTARY PARTICIPANTS - Other local agencies, such as Special Districts 
for which the Treasurer is not the statutorily designated Custodian of Funds, may 
participate in the Pooled Investment Fund. Such participation is subject to the 
consent of the County Treasurer and must be in accordance with California 
Government Code Section 53684, et. seq. The legislative body must approve the 
Humboldt County Pooled Investment Fund as an authorized investment and 
execute a Memorandum of Understanding. · 

6. AUTHORIZED PERSONS 

The Humboldt County Board of Supervisors, by resolution, has delegated investment responsibility 
for the Humboldt County Investment Program to the Treasurer-Tax Collector. The Humboldt 
County Treasurer may also authorize deputies to initiate investment transactions. All investment 
decisions shall be made with care, skill, prudence and diligence, under the circumstances then 
prevailing, that a prudent person, acting as a trustee, in a like capacity and familiarity would use in 
the conduct of funds of a like character, and with like aims, to safeguard the principal and maintain 
the liquidity needs of depositors. 
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7. AUTHORIZED INVESTMENTS 

Authorized investments shall match the general categories established by the California Government 
Code Sections 53601, et. seq. and 53635, et. seq. Authorized investments shall also include, in 
accordance with California Government Code Section 16429.1, investments into the State Local 
Agency Investment Fund (LAIF). As the California Government Code is amended, this Policy shall 
likewise become amended. 

8. PR,OIDBITED INVESTMENTS 

No investments shall be authorized that have the possibility of returning a zero or negative yield if 
held to maturity. These shall include inverse floaters, range notes, and interest only strips derived 
from a pool of mortgages. 

9. INVESTMENT CRITERIA 

l\.1aximum 
Maximum %of 

~ame MatnriQ£ :ecol Bating 
U.S. Treasury and Agency Securities 5 yr 100 NIA 
Bonds issued by the local agencies 5 yr 100 NIA 
Registered State Warrants and Municipal Notes 5 yr 100 NIA 
Bankers Acceptances (See Section 10) 270 days 40 NIA 
Commercial Paper (See Section 11) 180 days 15 AorP 
Negotiable Certificates of Deposit 5 yr 30 NIA 
Repurchase Agreements (See Section 12) 1 yr 100 NIA 
Reverse Repurchase Agreements (See Section 12) 92 days 20 NIA 
Medium Term Corporate Notes 5 yr 30 A 
Shares of a Mutual Fund average life 20 Aaaor AAAm 
Collateralized Mortgage Obligations 5 yr 20 AA 

10. BANKERS ACCEPTANCE 

No more than 30 percent of the agency1s surplus funds may be invested in the bankers acceptances 
of any one commercial bank pursuant to this section. 
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11. COMMERCIAL PAPER 

All commercial paper issuers must maintain an "A" rating by Standard & Poor's Corporation or a 
"P" rating by Moody's Investor Service, issued by corporations operating within the United States, 
and having total assets in excess of five hundred million dollars, ($500,000,000). 

Purchase of eligible commercial paper may not exceed 180 days maturity nor represent more than 
10 percent of the outstanding paper of an issuing corporation. Purchases of commercial paper may 
not exceed 15 percent of agency's surplus money. An additional 15 percent, or a total of 30 percent, 
of an agency's surplus money may be invested if the dollar-weighted average maturity of the entire 
amount does not exceed 31 days. 

12. REPURCHASE AND REVERSE REPURCHASE AGREEMENTS 

Under California Government Code Section 53601, Paragraph (1) and Section 53635 the County 
Treasurer may enter into Repurchase Agreements and Reverse Repurchase Agreements. The 
maximum maturity of Repurchase Agreements shall be one year. The maximum maturity of a 
reverse repurchase agreement shall be 92 days, and the proceeds of a reverse repurchase agreement 
may not be invested beyond the expiration of the agreement. The reverse repurchase agreement must 
be "matched to maturity." 

13. COLLATERAL 

Repurchase agreements executed with approved broker-dealers must be collateralized with either: 
(1) U.S. Treasuries or Agencies with a market value of 102% for collateral marked to market daily; 
or (2) money market instruments which are on the approved list of the County and which meet the 
qualifications of the Policy, with a market value of 102%. Use of mortgage-backed securities for 
collateral is not permitted. For purposes of investing the daily excess bank balance, the collateral 
provided by the County's depository bank can include mortgage-backed securities valued at 100%. 

14. CRITERIA FOR THE SELECTION OF BROKER/DEALERS AND FINANCIAL 
INSTITUTIONS 

All transactions initiated on behalf of the Pooled Investment Fund and Humboldt County shall be 
executed through either government security dealers reporting as primary dealers to the Market 
Reports Division of the Federal Reserve Bank ofNew York, financial institutions that directly issue 
their own securities which have been placed on the Approved List of Broker/Dealers and Financial 
Institutions or broker/dealers in the State of California approved by the County Treasurer based on 
the reputation and expertise of the company and individuals employed. All Dealers and financial 
institutions must have a strong industry reputation and open lines of credit with other dealers. 
Further, these firms must have in investment grade rating from at least one national rating service, 
if applicable. 
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Broker/Dealers and financial institutions which have exceeded the political contribution limits within 
a four year period to the County Treasurer or any member of the governing board of a local agency 
or any candidate for those offices, are prohibited from the Approved List of Broker/Dealers and 
Financial Institutions. 

Each broker/dealer or financial institution will be sent a copy of this Policy and a list of those 
persons authorized to execute investment transactions. Each firm must acknowledge receipt of such 
materials to qualify for the Approved List of Broker/Dealers and Financial Institutions. 

Each broker/dealer and financial institution authorized to do business with Humboldt County shall, 
at least annually, supply the County Treasurer with audited financial statements. 

15. WITHDRAWAL REQUESTS 

(a) STATUTORY PARTICIPANTS -The County Treasurer will honor all 
requests to withdraw funds for normal cash flow purposes that are 
approved by the Humboldt County Auditor-Controller at a one dollar net 
asset value. Any requests to withdraw funds for purposes other than cash 
flow, such as for external investing, shall be subject to the consent of the 
County Treasurer. In accordance with California Government Code 
Section 27136, et. seq., such requests for withdrawals must first be made 
in writing to the County Treasurer. These requests are subject to the 
County Treasurer's consideration of the stability and predictability of the 
Pooled Investment Fund, or the adverse effect on the interest of the other 
depositors in the Pooled Investment Fund. Any withdrawal for such 
purposes shall be at the market value of the Pooled Investment Fund as of 
the date of the withdrawal. 

(b) VOLUNTARY PARTICIPANTS-For outside investors who utilize Government 
Code Section 53684, where the County Treasurer does not serve as the agency's 
treasurer, any withdrawal request, with the exception of normal cash flow 
withdrawals, must be made in writing 30 days in advance, unless in the County 
Treasurer's judgement there are sufficient funds available. These withdrawals 
will also be at the market value of the Fund. 

16. DELIVERY & SAFEKEEPING 

Delivery of all securities shall be either to the County Treasurer or to a third party custodian. No 
securities shall be held in the safekeeping of a broker/dealer unless it is collateral for a reverse 
repurchase agreement. 
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17. APPORTIONMENT OF INTEREST & COSTS 

Interest shall be apportioned to all pool participants quarterly, based upon the ratio of the average 
daily balance of each individual fund to the average daily balance of all funds in the Investment 
Pool. The amount of interest apportioned shall be determined using the accrual method of 
accounting, whereby interest will be apportioned for the quarter in which it was actually earned. The 
Treasurer may deduct from the gross interest earnings those budgeted administrative costs relating 
to the management of the Treasury as provided by Section 27013 of the Government Code. 

18. REVIEW, MONITORING AND REPORTING OF THE PORTFOLIO 

Quarterly, the County Treasurer will provide to the Treasury Oversight Committee, the Board of 
Supervisors and to any local agency participant a report on the Pooled Investment Fund. The report 
will list the type if investments, name of issuer, maturity date, par amount and dollar amount of the 
investment. For the total Pooled Investment Fund, the report will list average maturity, the market 
value and the pricing source. Additionally, the report will show any funds under the management 
of contracting parties, a statement of compliance to the Investment Policy and a statement of the 
Pooled fund's ability to meet the expected expenditure requirements for the next six months. 

Annually, the County Treasurer shall provide to the Treasury Oversight Committee a Statement of 
Investment Policy. Additionally, the County Treasurer will render a copy of the Statement of the 
Investment Policy to the legislative body of the local agencies that participate in the Pool. 

19. LIMITS ON HONORARIA, GIFTS AND GRATUITIES 

In accordance with California ·Government Code Section 27133 (d), et. seq., this Policy hereby 
establishes limits for the County Treasurer, individuals responsible for management of the portfolios, 
and members of the Treasury Oversight Committee. Any individual who receives an aggregate total 
of gifts, honoraria and gratuities in excess of $50 in a calendar twelve month time period from a 
Broker/dealer, bank or service provider to the Pooled Investment Fund must report the gifts, dates 
and firms to the County Treasurer and complete the appropriate State forms. 

No individual may receive aggregate gifts, honoraria and gratuities in a calendar twelve (12) month 
time period in excess of $280. Any violation must be reported to the State Fair Political Practices 
Commission. 

20. AUDITS 

The County Auditor shall audit the County Treasurer's investment function for compliance with 
policy and state law. The results of this audit shall be reported on, at least annually, to the Treasurer 
and the Treasury Oversight Committee. In addition, the County Auditor shall perform a quarterly 
review of current investments and report any material non-compliance with the Investment Policy 
or state law. 
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21. NON-NUCLEAR POLICY 

The County Treasurer shall act in accordance with the County's Non-nuclear ordinance, a copy of 
which is attached. 
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BOARD OF SUPERVISORS., COUNTY OF HUMBOLDT, STA TE OF CALIFORNIA 

Certified copy of portion of proceedings, Meeting on January 31, 1989 

(13) 

RESOLUTION NO. 89-16 

RESOLUTION ESTABLISHING THE 
NUCLEAR FREE HUMBOLDT COMMISSION 

WHEREAS, the voters of Humboldt County passed an initiative 

measure known as the "Nuclear Free Humboldt County Ordinance" 

(hereinafter referred to as the 'Ordinance'); and 

WHEREAS, Section 7 of said Ordinance requires the County's 

Board of Supervisors to establish a Nuclear Free Humboldt 

Commission,· and sets forth the number of members to be appointed 

and the various duties to be carried out by said Conunission; 

NOW, THEREFORE, the Board of Supervisors of the County of 

Humboldt resolves as follows: 

1. The Nuclear Free Humboldt Commission is hereby 

established pursuant to Section 7 of the Nuclear Free Humboldt 

County Ordinance. 

2. The Conmti.ssion shall be composed of 7 members appointed 

as follows: 

a. . Each Board member shall appoint one member to the 

Commission; 

b. ·Two members of the Commission shall be appointed by a 

majority vote of the full Board. 

3. Members of the Commission shall be selected by the Board 

on the basis of their interest in car=Ying out the provisions of 

the Ordinance and their ability to commit the neces sa=7 time 
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BOARD OF SUPERVISORS, COUNTY OF HUMBOLDT, ST A TE OF CALIFORNIA 

Certified copy of portion of proceedings, Meeting on January 31, 1989 

which will be required to carry out the extensive duties of the 

Commission. A person shall accept appointment to the Commission 

only if such person will have the ability to allocate adequate 

time to carry out the functions of a member of the Commission. 

All members of the Commission shall serve as volunteers. 

4. The overall purpose of the Commission shall be to 

oversee the implementation of the Ordinance, and the divestiture 

by the County of Humboldt of any existing prohibited investments 

or contracts held by the County. 

5 . The Commission shall carry out its functions in 

accordance w~th procedures established by the Board of 

Supervisors, or, in the· absence of such procedures, shall 

establish its own procedures consistent with State and local law, 

including the Ordinance. The Commission shall obtain input and 

advice from appropriate County staff in car=--£ing out its duties. 

6.. In carrying out its duties, the Commission shall hold 

public hearings, take testimony, cond~ct investigations, and 

submit reports t9 the Board· as authorized or required by the 

Ordinance. In carrying out its duties, the Commission is a 

legislative body within the meaning of the Ralph M. Brown Act 

(Government Code Section 54950, et sea.) and all meetings cf th~ 

Commission shall be open and public in accordance with the Brown 

Act. 

7. The Commission shall conduct ,_studies and report to the 

Board of Supervisors with respect to all existing Co~nty 
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BOARD OF SUPERV1SORS, COUNTY OF HUMBOLDT, STATE OF CALIFORNIA 

Certified copy of portion of proceedings, Meeting on ,:lanuary 31,1989 

contracts and public fund investments with nuclear weapons 

contractors. The Commission shall determine and report to the 

Board as to any cases in which a reasonable alternative contract 

or investment exists, which contract or investment would be 

.consistent with prudent investment policy and consistent with the 

intent and purpose of the Ordinance. 

8. Section 7 of the Ordinance requires that the County of 

Humboldt divest itself within two years of the adoption of the 

Ordinance df all existing prohibited investments or contracts 

held by the County. The Commission shall make quarterly reports 

to the Board, at the first Board meeting of each calendar 

quarter, concerning the progress of said divestiture, and listing 

the book value of all remaining investments in nuclear weapons 

contractors. The report shall specify the date on which the book 

value of remaining invest.~ents in nuclear weapons contractors was 

detennined. 

9. The Commission shall identify all businesses presently 

existing and operating in the County of Humboldt, and businesses 

who have applied to the' County of Humboldt to operate therein, 

which are nuclear weapons contractors. The Commission shall be 

responsible for conducting a timely phase out of nuclear.weapons 

contractors from the County of Humboldt, and for insuring the 

smooth conversion of Hwnboldt County businesses to conformance 

with the requirements of the Ordinance. In carrying out the 
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BOARD OF SUPERVISORS, COUNTY OF HUMBOLDT, STA TE OF CALIFORNIA 

Certified copy of portion of proceedings, Meeting on J~nuary 31, 1989 

duties specified in this Section, the Commission shall follow 

procedures to be adopted by the Board of Supervisors and shall 

solicit testimony from the public .. 

10. The Commission shall advise the Board of Supervisors 

regarding: 

a. The implementation of the Ordinance; 

b. The erection of nuclear free signs; 

c. Planning for the annual Nuclear Free Zone Commemoration 

Day and Implementation Reports; 

d. Any steps the County might take to prevent economic 

dependence on nuclear weapons spending. 

11. The Commission shall advise the Board of Supervisors as 

to any nuclear weapons work or other activity prohibited by the 

Ordinance which the Commission finds to exist within the County 

of Humboldt. In carrying out the duties required by this 

Section, the Commission shall only use publicly available 

information. 

12. Terms of Office for me."Il.bers of the Commission shall be 

4 years. Members shall served staggered terms, with the initial 

terms terminating as follows: 

a. February 1, 1991, for members selected by the 

supervisors from Districts 4 & 5 and one member selected by a 

majority of the full Board. 

b. February 1, 19 9 3, fer members .. selected by supervisors 

from Districts 1, 2 & 3 and one member selected by a majority•of 
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BOARD OF SUPERVISORS, COUNTY OF HUMBOLDT, ST A TE OF CALIFORNIA 

Certified copy of portion of proceedings, Meeting on Jan ua r Y 31 , 19 8 9 

the full Board. 

13. If a member of the Commission is absent from 3 

consecutive regular meetings, or 5 regular meetings within a 

calendar year, such person shall deemed to have resigned his or 

her membership on the Commission, unless such absence is excused 

by the Commission due to illness, abs·ence from the County, or 

extreme weather conditions . The secretary to the Commission 

shall give wr~tten notice to a commissioner who has, without an 

excuse, mis~ed 2 consecutive meetings, or 4 regular meetings in a 

calendar year, which notice shall contain a statement advising 

the commissioner of the absences and the consequences thereof, 

together with a copy of this resolution. 

14. A member of the Commission may be removed at any time 

at the pleasure of the supervisor who appointed that member of 

the Commission, or that supervisor's successor in office. 

27/b:nuclfree.res '. 
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BOARD OF SUPERVISORS, COUNTY OF HUMBOLDT, STA TE OF CALIFORNIA 

Certified copy of portion of proceedings, Meeting on - .January 31, 1989 

Adopted on motion by Supervisor Pritchard ,seconded by Supervisor Neely 
and the following vote: 

AYES: 
NOES: 
ABSENT: 
ABSTAIN: 

Supervisors-­
Supervisors-­
Supervisors-­
Supervisors--

STATE OF CALIFORNIA ) 
County of Humbol~t ) 

Dixon, PritchardJ Chesbro, Neely, Sparks 
None 
None 
None 

I, STANLEY D. GREENE, Interim Clerk of the Board of Supervisors, ·county of 
Humboldt, State of California, do hereby certify the foregoing. to be a full, 
true, and correct copy of the original made in the above entitled matter by 
said Board of Supervisors at a meeting held in Eureka, California as the.same 
now appears of record in my office. · · · 

27/b:nuclfree.res/tw 

(13) 

IN WITNESS WHEREOF, I have hereunto 
set my hand and. affixed the Sea 1 of 
said Board of Supervisors 

STANLEY O. GREENE 

Interim Clerk of the Board of Supervisors of 
the County of Humboldt, State of 
California 

~ . ( 

Byc?J rM 1: J ci ;in,« raZL/ 
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INITIATIVE MEASURE TO BE SUBMITTED DIAECTI..Y TO 'Tl-IE VO'TcRS 
Tiie C-iy Couml us p~.reci u.e rouawinc uue allCl _ _,..,. 1/11 a. mid pur,,.e aad poiets 1/11 Ute~ •-

AN ORDINANCE ESTABLISHING A NUCLEAR FREE ZONE IN HUMBOLDT COUNTY; 
PROHl81T1NG THE PRODUCTION, TRANSPORTATION, AND STORAGE OF NUCLEAR 

WEAPON COMPONENTS AND NUCLEAR WASTE; ESTABLISHING AN ANNUAL ''NUCLEAR 
FREE ZONE COMMEMORATION DAY"; PROHIBmNG l)iE USE OF COUNTY FUNDS IN 

CONTRACTS WITH OR INVESTMENTS IN NUCLEAR WEAPONS CONTRACTORS; 
ESTABLISHING A HUMBOLDT COUNTY NUCLEAR FREE COMMITTEE; REQUIRING THE 

BOARD OF SUPERVISORS TO NOTIFY CONGRESSIONAL LEADERS AND THE PRESIDENT OF 
THE COUNTY POLICY AND ORDINANCES ON NUCLEAR WEAPONS. . 

n,.,~anilft-.......sproilibll...,._tramclelip1Dt,pro,laacin1,~Lalllldu11&, ... 11.........,orai.ori"1!.....,...r--oru.-uotnudar-­
witbintiumbaldlC-ry.Acmn,...._,.,,a.........,. __ llanycle,,;a....-..eor-....U--~•r-•"""'*arfflOdln.dfcrad,.....,_.l'...,ofa11Udar--. 
or 1a aa-.,.., a11111"ibuu 1a LIM ._-alian ol nuaear~ Aua _.. &aoe,...i,1bla.:I II UN a&atlluil-'-Clllla&l'lldlae or ,._..Uon ol any ~ radiolc:II'" ns-..1 
dial""Ul &Ile within lhc c-rr, and -W pr,11Blblt lhe •&anee or •-111 ot huaniaua rslilaM:l.ht-&arial GCll'lll u ,q,ecfflc:ally -i,&ed. T~liOII ol nuclear ma1erial&., 

..... _..~"""""""""°and-~-.r....-ialalMl--'dbe~bl&-.WIMn,tlleC-.yatH-baldtda.-luawjuriMilc:Uan&o,........ibiuucb&rs­
pona&ial.mcl,uOftrSla&eur Fe<ienl ~ys.Uiec-atyllwl c:a-&allepublillaedan.,.aar-u.iynalJa:oltbe lnftS!IOrt ot such ma&&l'ial .,,,..,..ucn his.,_~ in Humboldt County. 

Tl,e~d--i,rohlbl1i,ure..........isor~IAanGa.,,.UC.uanolnt&d•rmedlcmc.111e-ornnallanaunraot~111aleriall11-eralldi..-a-1atc1e,,,as 
111ch as...,..,*'-or~ tbe ue ol -•11 •-"""' ol radiooM::11'" ma&erial for .s:acatloaal puri,aaa by """""'ized edllca&1.,...1 I...UlMUotls. lncluarial awlicati- oC :i·nr 
Llll:tulOloU alld tn,cer s&udNs, aaMlim ol Ule S&a&a aad Fectenl ...-a•~ by cs.lStlftl la•, ar ailoft &eMn ADn,e ol radioK&lft maurial for tbc "",,,_.. lla&ccl abc,o,c. 

Vlolalloas ol tbc Act an: punllll&lllc by tmi,n,,m,IMftt ui, tolO days ud a n.llO i,er ur fine. £acb •, of "1Giauan illlllll be deetlled a ...-rue .;oiauan. 

TheCauncy-ldbe:..,...... to,,.i"'Nudear Free Z.0-0' alpatiall-tolheCounty, sotlleC-ry Cau-andanyCmanty UUICIC (Oan: Caatplcs.ac.}.A "Sudar 
F.-:Z...-~ l)ay"~ ._~annuaJly. 

'n,cBoard ot S~-'d ._ requind to-llfy UMC-ty't Cana. 1! ~-~ lheS,.-iterolU.. 8-o(..,._I_ tbc.S.-,. Majarity Lwierand 
U. "'-lclml ol'Dlc tJni&Msi.u., tbatl II UN jadp,elttollbe l*'!'icolll,_llailil.C-ryU.U ,_.,_cul'ftll&ly ailac:a&8G ionua.r-- llhmdd berndl..-.dla&O local­
'nlc .Bura ~ alao..-.lly naufy •1t1tro,,rlate Federal aad Oilier .aulllorlU.. ol u.e _, of Lbe llro,,aMCI ardlnanat lad ~ or not ti II In d'l'ed. 

'Tb•C-ryof'Hu.DOlcll.andanrac-Loru.ecouaty,-Wbei,nhlbi...Sf,--lr'llcsJaiWILborla-li111lnaaynud•r ... __ ~. n.c-n,y-1dbeP""blbu.i 
f,- 1n...unc public i...... 111 aay c:of"POnLOCln or_.._ ai&lty wuaa aucil aU&y IIM lUod wtl.b I.be County 111 atndnlt 1baL nal.ber It. ncr IU pannt CDll!'AD!, 11ar ,my a.ll'Dlaua er 

mlllidlarilm.,.. nudaor-~-- . 
nec-c,,-ld be direaad ta requiruach di! In UMC-1y 1are,qvinoa"'*°nt1 far~ licenael ln~ici city •llall-&e wilel.ba"ornatald •!'Pllcaat II a lltlQear....,;.-, 

Cllllln-. 

A H&rmbald1 Cma,q Nudar Frw C-iuioa -Id be~ to ad.,.. LIM Caauuy S I "'"""'• lhc requl- ol aa4 o:mai,llaace•ltb tbc ordlnancz. aali lO mbmlt 
I WWW rtalian, - cal'TY'DI out I.be pu,,..... "'I.be~ 
WHEREAS, the c:im=s of Humboldt Coumy seek m end tc nuclear 
pmlife:a.tion md & reoric::nwion of public and priva= resourc:s toward 
peacc.ful &velopmcm. as shown by the passage of Humboldt County's 
1982 Jobs wilh Pea.cc initiative by 67% of the voters. md 
WHEREAS,thepeopleoftheCoumyofHumboldumdc:standthemu:iem­
mns nee tbrcatens the eccmamic. well-being, health. mci safety of the 
c:il:m:z of this c:ouncr, md ' 
WHEREAS. the e:z:iormous micle:l:r weapons budget bas sericrusly weak­
e:wi the .Amc:rican ecanomy by diverting capital md hum.an slt::ills from 
c:ammccial pro<iuctian. m.alcing U.S. incmmy less c:cmpetitive in the 
world m.a:rlc=. resulting in the loss of mm.ifacmring jobs to ovi=e:as 
produces and. a declining standard ofliving for American wage-eame:s; 
and 
WHERE.AS, the prohibition of mu:lear weapons production will ha,.,e 
lime or110 negarive impact on empioyment in the County, while cammu­
mries mat bea:nne detienderu. on nuclearwai:xms amtnlCtS bcz: eccnomic 
mstability md job loss when micle:lr weapoiis budgets are cm; md 
WHEREAS, the allocation of :resources tc nuclear weapons production. 
dive:m scarce public m: do.llm from rcacis. sewage tte:umc:m. cie:m wau::-. 
sc:hocls. health care, housmg. mi other local needs: and 
WHEREAS, the presence of mu:le:sr Waste d:amps ar sunge siu:s wiihin. 
Humboldt County would depRss invesimc:nt in the County's tourirm., 
fi.sbmg. mddairy inciu.saia. mau the County less al:l:l:'3m\'e to prospective 
new businesses. employees. md home-buycs. and exen a downwmd 
~ an ral prope:ty vallles; and 
WHEREAS, the refusal of the a:nmty of Humboidt to suppan. or to do 
busmcs with nuclea:rweapons a:mrracun may cna,urage those a,rpora-
1:iom to abandon thcr' work on llllClea:r wezcons in favor of woz:k that 
carunl:nJu:s to lhe public welfare; md • 
WHEREAS, the Camey's invesaru:m of .. idle" public funds md public 
pc:nsion funds in. and the granting of ~ amincu IC. c:crporzricns 
engaged. m then:search and-proauc::ion of m.u:l=rwea;x,ns system.s c:an be 
ammued as c:andomng. mc:amging. md suppoxtwg the nuclear mns 
race: md 
WHEREAS, the mvc:stmcm md cxpe:ndimre of public funcis should be 
basec upon the premise that the ?',DPle' s money be used for the public 
welfare, wiihm the c:cnsttamtS of local. swc. national md inu:ma.tional 
law:; 

'llIEREFORE 11i£ PEOPLE OF'"THE COUNT'f OF HUMBOLDT ORDAIN 
HUMBOLDT COtJ?o.TI A:NUC'..EAR.·F'REZDNE. AND ORDAIN as follows: 

Ordiuac:i: No. 

"Srs::Uon J • "'arn: This division shall be mown and m.y be cued as the Nuclear· 
n= Hmnbold1 Caamry Onimana:. 
Srrtinn .... Pvrnn: The pn:smcc o! Dlldar weapom. or the de,,dopmcm. 
praciaaion md/or su:nge of uuclcar weapom-ndalcd ccmponcms md mu:u:zr 
mau:rial. IIDQ the Sfarage or dumping of bazardau ~ macw wuh die 
Caamy of Hmnboldt is in di= ccnflic: WWI du: rnaimmmc: of the cammunity' s 
pablli: ha.lib. saic:y, eccriomic wcll-bcm1g. geac:al welf~ and adhm:nc:: to 

inu:nwioaal law. ~ pq:pose of Ibis Ordimnci: is to establish the Camty of 
Himiboldl as a Nuc:lar-n= Zone in which won: on zmclear wea;,ons. mdlor the 
sumgcar~cm of~ c:ompon=s ancinuciearm.serial. md 
lbe starage or cimnpmg of bazanioas ~w mau:rial wirhirl the Caarity a,: 

p!'CGibi1ed. This Oniinaaa:' s mnhc:'puli)OSe is to Jm)hibit ar n:::arict the Caun1y of 
HmnboJdt !mm cam:rxzmg for se.mc:es or pmciuc:i with. or inYeSting Coumy 
flmcb m. my business. whic:!:l is a mic1car 'WClQ)CIQS ccmnc:.or. 
":rtinn ~- Drfinilirnn, Forpmposes of this~=. the !allowing ddinitiom 
shall apply: 

A. "Pena:i" is my privalc individual. cznporman. iasumtion or ocher 
c:mixy. 

B. "Naclar weapon" is my aevic:e, the iDl=ded =Piosica of which 
r=uJzs bmi the energy n:ieascd by fusion or fusioa n:aai.cm invoiving ai.cmic 
nuclei. inc:iudmg the mam of ggiamg. i:rmsportmg. p!'O!>Ciling or triggering the 
device. provided that such means is ciesuoyed or n=den:d useless in uie normal 
guiding. m:asponi:Dg, propelling, or aigg=mg of the d.eYicc. 

C. -compc.acm.of a mid.ear~" is any dc:Yi=, ndi~ornoa· 
ndioaaiw, ~y designed ormoduicd forcclusive use as pan. of a nac:l=u 
~ mdlor my dcvic:: ::adio.c:i'II: or rx:m-miioac:ive S?=Cifically dcsipcii ar 
modified IC e:tdm:i,idy CCIDU'ibuu: to the oper.uioa of nuciear ~ 

D. •Du= aaivities af lhe fedcnl govcmmem" shall me:m actions of 
the federal gavemmc:n or o! us agc:ncies, bat shall =dude aaiom of ina~c:m 
CIXltmc:lC.n. 

E. •Haz.ardoas ~ material"" is my ndi~ mau:ri.al which 
is the. by~ af my mM:iear n::acuon or nuclear wapom prod=iaa. any 
~maamalorspent ~ccmpanentwhicbgMS affradimtr=c:gy 
in lbc form of puw:ics or~ by spcmaneoas disimqralion of mimic 'IWC!ci. and 
~ Olbcr ma1trial which du: Nuclear Rquwory Commission dac:nnines to be 



soccial. r.x:lcarmaa.crial.. c:a.cz:;,i. as ipecifically ~ in Secucin 6.. 
· F. ~uc:1car ww· is my mmcnal wiucil is the b) ,:re· ,o oC cy 

nuc:icarl'DCUCIII ornudar ~ pradllc¥ln. Cl.lll:;,lf orlhc Dy-proclUClof llppbai 
nuc:icar~ 

G. ~uc:icar ~s ~ is l1ff'! per,m. corporuiai. or°'*=' 
busizlas muzy, wnidi la,awmg.iy or inu:na.onally is engaged in the -=­
(U:Y~ produc:um. or iam,g o! nucieu ••meads. nuclear ~ rys­
=s. or nucie.v ..-eapaiu camponcnu. 

H. '"T~ mid T~uon· is uanspc:,rwKll'I by any means O'llf:r 

o,wablc l'Oldways. naYipblc waLCTWays. or in the ••~ UW. an: wiuiin the 
;unuiic:ucn oC the Coumv of Humboldt. o.c:mt where: reiem:.d LO u manmg 

0

roaciways. wau:rways. or~~ qulaacd Dy.J7'=ffl!'ll¥e Fedcnil or Si.w: I.Aw. 
1 •c.om,cy Funds-. •Pui:,hc Funds- are those morues. grmu. and !\UIG$ 

n:=¥1:d and manaJcd by the Coumy oC Huroiloldt. 
'---'ion , .. n..,.,..bihffims, 

(•) Prcnibilioa of Nuclear Weapaiu Work. No pcnon shall. wilbin 
Humboldt Couary, Jaio,,t,mgly design.~ deploy. bunch. mamwn.. or siore 

nuclear -~ or me canponc:nu of nude:ar wea-p:m. 
(b) Prorubi1.ica of Ccmmc:na::mczll of Nudc:ar Weapam Work. No 

pcnai shall CIJUWtc:nc=.. Ii= the eff=ivc ,;ialc of mis ordinana:. in !he d=ign. 
~ cil::ployrnc:at. laancmD1,. maiDl.e:mnc= or sunge ai nuc:lcm weapons or 
the ccmponaiu of nuclear~ llCII' shall the CcNmy of Humboldt iuw: my 
pcmi.i.u to c:a1ciua men acuYiry. 

(c) Pn:nibi&im of S&or.ge or Dum¢1g of Hazarclol&s RadioeaJ,,e 

M.aurial.No pcnaa shall e:Nblish. c:onsmia. orcipen1.e atJY b&zardcas iadia.cuve 
mau:rial <li.moul siu: wilbm lhe Councy o! Humboldt. Nor sball -,penc,n non: 
orcmmp any ha.zmicus ~ nwcriai wwiizlthc Comity ol Humboldl Cl.lll:;,l 
u specifically e:.:u:.mpaed in Scaion 6. 

(d) Probibii.ion aCTl'ltlSpO'LILion oCNuclc::ar Mucrial.s. The inmpona· 
um oC miclear weapons. tbi:it fissimablc: ™I nus md wcapcm~ 
nuciear mw::rw and wassc thnlugh the County oC Humboldl as roadwayi. --=· 
ways. or in air-space tqUl.a&cd i:,y pr=mpuve Swc or Fcden.l law. in lhe inM=st 
of public b=w.b and sai=-t, is mbjcc ID !he following n:::suiaicm: 

(1) As to n:i.dways wiiich ue wuhin uie i:xcimM: j,msdicinn of 
!he Comity olBumbaldt.. uamp;,rwicn o! mci:i :awc:ri&ls is pn,hibu.ed. 

(l) As to tmli'ways wbic:hue dcmansmblywubinihe jurisdic:ioii 
o! tbe Stm: or J;deal go• r tbc County Board oC ~ 
sh.all poa. as a rqalarmonrhlync:w:e. me= eam mcarh. ma ocwspaµcr 
oi g=mi cm:nlauoa within this coumy lbe fullc:si dcscipgior pouihli 
of any sbipmem.o! mc:i a:werial tbar. has ocmm:d Iba pn:viou momh, 
trampo11Ld. thswgh or aQ'OIS lllc: County cl Humlxlkll by azymam oC 
uamponauca wbarsoew:r. 
(e) Prch.ibitica ~ mdCamac:u. TheC,ggmyoiHmnboJd.t.. 

nor cy agmt th==., sha1l JICit make ~ c:omn,:t will:i. er ~ m. 1ltl'f 
U1.ldar' wearm:s: eonmr:z« 
~:s:tian c. ~,lier and Enfm::mrnt 

(a) &.di ~ of tbis Ac: shall be punishable by up TO 30 days 
imp r md. a SlOOO !me. Each day oC vio1auca shall be cleemcd a~ 
vio.iarioa. 

(b) The C,ggmy shall past azici maim.am~ sips at all =:og­
rtiz:cd ~c:r::s TO die Calmry md. lO t.bc 0:amty Caanbome aDd Comity Aimct., 
~ die CgqmyofHumboldt' s swm ua z,gclear.f:r= =ne.Sigm shall be 
c:l.em:iy visible. and leac:rin& shall be at leur. equal in m:e IO 11:m Oii lbe De1U11St 
·1:.::w::mg Hmnoolctt Coam.y• or '"Coaaty oC Humboldt• bord=iine sip. 

(c) 'Ibe Camtyshallziocify lheFede:al. Co em md. aher~-
aie aarhomies til:aL this 1- has ba= CDKll:li 8Dli is izi cffCC:. at least CIIIZ a yaz'. 

(d) Before 'Ill'/ nm!=' pab1ic: fuads shall be iDWSleli by tbc Coumy a£ 
Humboldt in lhcssoc:i:. ICCIZriric:s orocheroolicm:m o! 'Ill'/ cmpomica orbusmc:ss 
CIUl)'. tlle C,ouiny Board o! s~ shall ~ that said corpor.u.ion ar 
basiilas sm:mii ID the Coamy o{ Hambcldt an affidavu «='tifyizig '!bu m:iux:r ir. 
norm pa=r. COID?IDY. uliliaro or ali:tsidiaries an: mxic:m' ~ CCllll1'lldCn. 

(e) 'Ibc C,ouaty o!H.mnoaidtis dir=z:d to n:quire o! ad:l cil:y mc:mpo­
taied wirhm Bllmboldt Coaary that. iD alidiriot1 to fll'f'f Olhcr imomwioll cla:med 
~ by iis bllSiDess lia:me afficzr. ma azy applic::lli.m !ora basmas lic:msc 
w:ishm a city iD t.bc Coumy of'Bamboldi shall swe wberhc:r orn« said. busim:ss is 
a au=rar wapaas c:amsdOr. 

":mnn s· r-r1usom NOlbm& iD this ordizsas: shall be caaslrw:d m ptOhibit: 
A. Rmc:an:i1 m md applic:ariOl1 oC mi.clear mcdicme. IDli omcr pw,: 

B. A:ay wming or speec:s dcYw:d ro public ry or debate.. or 
or.be:cqs. , ioa~bylbeF"UUAmmcimc:nuolhe Uni&edSwes Ccnsmmica; 

C. Uaes of a:mallamoams of r.MiioaaM: maae:ials for smoe dcu=c.lots. 
ligm-caw:ziq -=- and docla.. gaqu. aid cxbe: similar c:oammcr azui indlu· 
mal deYic:=; 

D. Uses o{ small amoams o! raclic:acm: maierials for cduorioaal 
pu:pos,:s by a 1a=ug 'zed aiuc::uia:i. insrinvicia: 

F. i..i..rial. awinww oC X-ray . ogy .- uaaer IIIMiia: 
F'. Din:,: IICUV'llica of 1be Fedaa1 mii Sialc Ge U I Iha& UC 

~~-cl.aw; • 
G. Sban-wm sronge of ~ maicria1s for acEMlia a.c;iaiam 

mac, tllis--.. 
Sn7ion .,. "nrinc .. fmH1unbntdt rcmmi:mgg TheCouaryBaadd~ 
~ shall aocl!Jl ., implut .,,... pur,i wu:n daall.. within 90 4a,s of lhe 
enac:tma1t of Ibis Ordinanci:. s.ablisb. a N'IIQDr·m:ic Hmnboicll Commiuion oi 
SC\"Ul-*'en,:wilomall be~ byuic Baud o!Super,,isc:naad. &hall­
u "Olllllllll:rL 1lac parpo1C of the Canmussi.on shall be IO - the impiemcn• 
I.Ulen oC lhc Orciimncc... aud TO di- !he Counay oi Humboic. • a rovaumau. 
CIIUlY. 'lrWlm ""'° yan o{ tbc aaq,uan ol r.bi.s ordinance., o{ all -= =-& 
jm:,ruoiU!d iu um.au or c:onuaas bad by ir.. Said Ccmrni.ssicn silall; 

en Canct.uci. swdies and ~ io die sou11 oi s~ oi c.isimc 
County CICIIIIDdS and puolic fund in¥elltmalU with nud.ear WCll!)Cm c:cnrnaon. 
.-! clcicrmiDe in whici1 CUC& 1ltl'f fl:UOllabic ~ caauact or in"CIUIIUl1 
=.uu. in • - cansim::m •iih Jll"l,dent invesimall policy. and mmclf\ll of \DC . 
irnm1 and~ oC !his Oniimmcz. 'l'hc Commissian sba11 flmbcrmau iquur 
~ lO lbe Bcmd !"lllMXTl.'inl t.bc progrc:ss o! said ciivesumn:. listing the booc. 
vaiuc d n:maimzlg ~ in IPICieu -.,as c:iaarncun. 

(2) Idmlify tbose buaur,•es pracmly CWUllg Uld opeming in 11:ie 
Coumy oC Hmnooidr.. mid lhou wbo bave made ~oa lO uic County ol 
HIIIDbaklr. wbo arenuc:lec' ~ comnc:r.on. The C issioa will be i=px.· 

sil:llc for CC11rlnning a rimdy pbuc-<llll of r:nidear wapcas conaac:iars fiom tile 
County oflimnbcla,.. md for insuring !he 11110C11b CiJU¥CmOl1 of Humboldt. UNDty 
busmc::ucs to rllc ~ o{ mia ordiz.an=. Forws -purpose \be <=-uaaa 
shall rolici1 -=any fn,m lbe public. 

(3) AAwc lbe Baud of SupeMson rq~ it. impi arim of 
Ibis Orriimacz. en:c:r.icia of NucicG'-Fn= :zaae siglu. pmmizlg for tbe --1 
Nuclear-Fr= Zane Camznrmorai011 Day llld impi r rarioa n:;,cm. llld KIOal 
orbcr ~ rbc coumy might lftla: to pn:vem er:oaomit: dc;,endr:ncz aa nuc:icar 
weapans sp=dmg. The Commi.ssica may also Aiimi1 r-axnma,d11iom n:gllt'limg 
this orciimDce for~ iD Cocmry plammig i: enr, or~ infar­
marioa n:pniiug Nuclcar-Fn:c I.aac plO"isiau. 

(4) A.ciYiK I.be Bo.rd cJi Supe:vison tegarcimg azy mu:ic:ar ~ 
wctk.. or Olbcr anzvil:y prchii:tircci l1Dcier Ibis Ordizsazic:. f aund to be c:tislmg wim 
me Comity cl.Hmnboldt. For1his pa:zposc. thc C isrioa mall use oalypubliciy 
av.wable im~ 
~es:tlan a· tt.vrtnr f::r: Zrmr Cmnrnrmnntlon s1,x In n:mpiuce at the mst 
llSe c:i mu=rr~ 11aimt inc~ 0iy ot Hiroshima m 194s. Augas:.6 
sballbedcc:land9Nuc1earFn:cZ,QoeC--::mgrmccDay"wumn·tbcComtyof 
Hrnnbnldt 'Ihe Ccmmy shall spansior cilbet' clin:c:dy, or iDcii.n:cly thnlu&h a 
~ arpm::uion wubm ltlc Caunly, appoprillle ~ azmmlly QD 

this due. This -1 obic:. o • I shall mr:mde & ~ by tbc .Nuc:iear fflC 
Humi:loldi C "nioa oa it.C-,'1 acziwies to impim:Ellll this onimanc:. 
~,::a;m, .. Bn1in::rtiPD "' Rcmu:s::r, Tona! loaf "-,.....s The Bomi of 
S~ lilall DOUfy lhe CoilDl!'s Cong. 'mal tcpr ·..,.. uic Sp::aka 
o! lilc &!IS: o!Rl=!'rcscnmiva. tbc SCDa1C Majcxity l.c:ader. md tlle Pn:sidms. oC 
'1111: Umzcd Swa. ma it. is the jlldgemcm of the ~ d Hamboidt Coamy mar. 
tbc !mid.s. pasormei and ocher ,-.iODal n::sclQJ'Cl:s pracmiy a:ipcui m the dew:i.· 
~F · rnm.mamu:mnccand-c-eoenuc1ar~ao-ndlectlbe 
prioriri.es oC 1bc ~ o! Humboldt C,aamy md sboald be raiin:c:md IOWVd 
mi=1y 1lceded. 1oca1 scrYic=s sw:b • scnoais. job tmmin&, social. ser,,ia:s lO 

cbilliJ,:a,, tbc e1dl:dy and disabled. sewage tn:mnea1. shdlcrfarlhe bcmela:s.faod 
prognms. l'Olldl. c:iGm water. bcmm1,. beahh CIU'C, public lnlllSpOn.llicm -
o:::meq=cy SCMa:S. 
~ ... ian Jr: Jrm110ntinn Rt 4mmrtmrnt 

(a) Ncr.bmg shall prevmt 1bc Humboldt County Boud of Sap:r, .s == t'IICllld.ifymg t.bc ~ pro,,isials of this oraimn= from rime io time io 

illc:crponlri: U. pralri iors cl. dlis ordmwc imo rbe caamy Code iii lbe most 
~ locaricai. . 

b) No sm,a.ma,,e p!QYisica o{ 1his ordmm= shall be -=clc:d. or 
~ waboot a ve1e o! me Peopie cl HumboJdt Coamy. · · · 
":::tinn 11. s-mnrntt. If' my scaioa. sub-tccrioa. puapPQ. lm!CICC or ward 
oC this orciimDce sh.all be held 10 be mva1iA. eimr: 0t1 w: face or as mcw:d. lbc 

mvaLidity o{ SDCh p.ovisioa mall not a1fcct tbc Olhcr u:ciioas. =~ 
~ ICISll:::DCZS orwonis oflbjs ordimmcc. mci \be applic:arioiu rbcn:d: .1114 
io dw mci me scaims. mt>-sa:ioas. puqtaphs. sc:nu::ac:z:s or worm ol lilis 
on:imm= .shall be da:med to be SCYl:l2b1e. 

~:::tinn , ... fTtei:ti"·· rtau· This orciimDc= shall beccmc df=i~ thuty (.30) days 
from !be Giit: oC fiml passage.• 



APPENDIX F - FORM OF MUNICIPAL BOND INSURANCE POLICY 



MBIA 
FINANCIAL GUARANTY INSURANCE POLICY 

l\IBIA Insurance Corporation 
Armonk, New York 10504 

Policy No. (NUMBER] 

MBIA Insurance Corporation (the "Insurer"), in consideration of the payment of the premium and subject to the terms of this policy, hereby 
tmconditionally and irrevocably guarantees to any owner, as hereinafter defined, of the following descnbed obligations, the full and complete payment 
required to be made by or on behalf of the Is.5uer to [PA YING AGENT!IRUS1EE] or its successor (the "Paying Agent") of an amount equal to (i) the 
principal of (either at the stated maturity or by any advancement of maturity pursuant to a mandatory sinking fund pa)Tllent) and interest on, the 
Obligations ( as that tenn is defined below) as such payments shall become due but shall not be so paid ( except that in the event of any acceleration of 
the due date of such principal by reason of mandatory or optional redemption or acceleration resulting from defuult or otherwise, other than any 
advancement of maturity pursuant to a mandatory sinking fund payment, the payments guaranteed hereby shall be made in such amounts and at such 
times as such payments of principal would have been due had there not been any such acceleration); and (ii") the reimbursement of any such payment 
which is subsequently recovered from any owner pursuant t.o a final judgment by a cowt of competent jurisdiction that such payment constitutes an 
avoidable preference to such omier within the meaning of any applicable bankruptcy law. The amounts referred to in clauses (i) and (n") of the 
preceding sentence shall be referred to herein collectively as the "Insured Amotmts." "Obligations" shall mean: 

[PARJ 
[LEGAL NAME OF ISSUE] 

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by registered or certified mail, or upon receipt of written 
notice by registered or certified mail, by the Insurer from the Paying Agent or any owner of an Obligation the payment of an Insured Arnomt for which 
is then due, that such required payment has not been made, the Insurer on the due date of such payment or within one business day after receipt of notice 
of such nonpayment, whichever is later, will make a deposit of funds, in an account with State Street Bank and Trust Company, NA., in New York, 
New Y ~ or its succ.essor, sufficient for the payment of any such Insured Amounts which are then due. Upon presentment and surrender of such 
Obligations or presentment of such other proof of ownership of the Obligations, together with any appropriate instruments of assignment to evidence 
the assignment of the Insured Amolll'lts due on the Obligations as are paid by the Insurer, and appropriate in!>iruments to effect the appointment of the 
Insurer as agent for such owners of the Obligarions in any legal proceeding related to payment of Insured Amotmts on the Obligations, such instruments 
being in a form satisfactory to State Street Bank and Trust Company, NA., State Street Bank and Trust Company, N.A. shall disburse to such owners, 
or the Paying Agent payment of the Insured Amounts due on such Obligations, les.s any amotm.t held by the Paying Agent for the payment of such 
Insured Amounts and legally available therefor. This policy does not insure against loss of any prepayment premium which may at any time be payable 
with respect to any Obligation. 

As used herein, the texm "owner'' shall mean the registered owner of any Obligation as indicat.ed in the books maintained by the Paying Agent, the 
Issuer, or any designee of the Issuer for such purpose. The tenn owner shall not include the Issuer or any party whose agreement with the Issuer 
constitutes the underlying security for the Obligations. 

Any SCIVice of process on the Insurer may be made to the Insurer at its offices located at 113 King Street, Armonk, New York 10504 and such service 
of process shall be valid and binding. 

This policy is non-cancellable for any reason. The premium on this policy is not refundable for any reason including the payment prior to maturity of 
the Obligations. 

In the event the Insurer were to become insolvent, any claims arising under a policy of financial guaranty insurance are excluded from coverage by the 
California Insurance Guaranty Association, established pursuant to Article 142 (commencing with Section 1063) of Chapter I of Part2 of Division I of 
the California Insurance Code. 

IN WITNESS WHEREOF, the Insurer has caused this policy to be executed in facsimile on its behalf by its duly authorized officers, this [DA YJ day of 
(1\10NTII, YEAR]. 

SIDR-CA-6 
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l\1BIA Insurance Corporation 



STATEMENT OF INSURANCE 

MBIA Insurance Corporation (the "Insurer") has issued a policy containing the following provisions, such policy 
being ·on file at (INSERT NAME OF TRUSTEE OR PAYING AGENT INCLUDING CITY STATE]. 

The Insurer, in consideration of the payment of the premium and subject to the tenns of this policy, hereby 
unconditionally and irrevocably guarantees to any owner, as hereinafter defined, of the following described obligations, the 
full and complete payment required to be made by or on behalf of the Issuer to [INSERT NAME OF TRUSTEE OR 
PAYING AGENT) or its successor (the "Paying Agent") of an amount equal to (i) the principal of ( either at the stated 
maturity or by any advancement of maturity pursuant to a mandatory sinking fund payment) and interest on, the Obligations 
(as that term is defined below) as such payments shall become due but shall not be so paid (except that in the event of any 
acceleration of the due date of such principal by reason of mandatory or optional redemption or acceleration resulting from 
default or otherwise, other than any advancement of maturity pursuant to a mandatory sinking fund payment, the payments 
guaranteed hereby shall be made in such amounts and at such times as such payments of principal would have been due had 
there not been any such acceleration); and (ii) the reimbursement of any such payment which is subsequently recovered from 
any owner pursuant to a final judgment by a court of competent jurisdiction that such payment constitutes an avoidable 
preference to such owner within the meaning of any applicable bankruptcy law. The amounts referred to in clauses (i) and 
(ii) of the preceding sentence shall be referred to herein collectively as the "Insured Amounts." "Obligations" shall mean: 
[INSERT LEGAL TI11,,E OF BONDS CENTERED AS FOLLOWS·] 

($ PAR AMOUNT] 
[ISSUER] 

[.DESCRIPTION OF BONDS] 

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by registered or 
certified mail, or upon receipt of written notice by registered or certified mail, by the Insurer from the Paying Agent or any 
owner of an Obligation the payment of an Insured Amount for which is then due, that such required payment has not been 
made, the Insurer on the due date of such payment or within one business day after receipt of notice of such nonpayment, 
whichever is later, will make a deposit of funds, in an account with State Street Bank and Trust Company, N.A., in New 
York, New York, or its successor, sufficient for the payment of any such Insured Amounts which are then due. Upon 
presentment and surrender of such Obligations or presentment of such other proof of ownership of the Obligations, together 
with any appropriate instruments of assignment to evidence the assignment of the Insured Amounts due on the Obligations as 
are paid by the Insurer, and appropriate instruments to effect the appointment of the Insurer as agent for such owners of the 
Obligations in any legal proceeding related to payment of Insured Amounts on the Obligations, such instruments being in a 
form satisfactory to State Street Bank and Trust Company, N.A., State Street Bank and Trust Company, N.A. shall disburse 
to such owners or the Paying Agent payment of the Insured Amounts due on such Obligations, less any amount held by the 
Paying Agent for the payment of such Insured Amounts and legally available therefor. This policy does not insure against 
loss of any prepayment premium which may at any time be payable with respect to any Obligation. 

As used herein, the term "owner" shall mean the registered owner of any Obligation as indicated in the books 
maintained by the Paying Agent, the Issuer, or any designee of the Issuer for such purpose. The tenn owner shall not include 
the Issuer or any party whose agreement with the Issuer constitutes the underlying security for the Obligations. 

Any service of process on the Insurer may be made to the Insurer at its offices located at 113 King Street, Armonk, 
New York 10504 and such service of process shall be valid and binding. 

This policy is non-cancellable for any reason. The premium on this policy is not refundable for any reason including 
the payment prior to maturity of the Obligations. 

In the event the Insurer were to become insolvent, any claims arising under a policy of fmancial guaranty insurance 
are excluded from coverage by the California Insurance Guaranty Association, established pursuant to Article 14.2 
(commencing with Section 1063) of Chapter 1 of Part 2 of Division 1 of the California Insurance Code. 

MBIA Insurance Corporation. 

STD-R/CA-1 
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