In the opinion of Burke, Williams & Sorensen, LLP, Los Angeles, California, Bond Counsel, based on existing law and assuming
compliance with certain covenants in the documents pertaining to the Bonds and requirements of the Internal Revenue Code of 1986, as amended
(the “Code”), as described herein, interest on the Bonds is not includable in the gross income of the owners of the Bonds for federal income tax
purposes. In the further opinion of Bond Counsel, interest on the Bonds is not treated as an item of tax preference in calculating the federal
alternative minimum taxable income of individuals and corporations. Interest on the Bonds, however, is included as an adjustment in the calculation
of federal corporate alternative minimum taxable income and may therefore affect a corporation’s alternative minimum tax liability. In the further
opinion of Bond Counsel, interest on the Bonds is exempt from personal income taxes imposed by the State of California. See “TAX MATTERS”
herein.
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of the acquisition, construction, equipping, repair, rehabilitation and upgrading of certain school facilities and (c) to pay certain costs of issuing the
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bonds (the “Current Interest Bonds™) and capital appreciation bonds (the “‘Capital Appreciation Bonds”).
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ASSURANCE INC. See “BOND INSURANCE” herein and APPENDIX E — “FORM OF MUNICIPAL BOND INSURANCE POLICY” attached
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MATURITY SCHEDULE
(See Inside Front Cover)

The cover page contains certain information for reference only. It is not a summary of this issue. Investors must read the entire Official
Statement to obtain information essential to the making of an informed investment decision.
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George K. Baum & Company

Dated: February 17, 2005



MATURITY SCHEDULE

$11,590,000 Current Interest Serial Bonds

Maturity Principal Interest Price or CUSIP (1)
(August 1) Amount Rate Yield (Base: 070185)
2006 $250,000 3.250% 101.498 MQ3
2007 300,000 3.250 102.103 MR 1
2008 350,000 3.250 102.357 MS 9
2009 110,000 3.250 102.428 MT 7
2010 150,000 3.250 102.034 MU 4
2011 200,000 3.375 101.872 MV 2
2012 250,000 4.000 105.159 MW 0
2013 300,000 4.000 104.643 MX 8
2014 350,000 4.000 103.564 MY 6
2015 400,000 4.000 102.826 MZ 3
2021 775,000 4.100 97.891 NF 6
2022 860,000 4.125 97.509 NG 4
2023 1,000,000 5.000 107.199 NH2
2024 1,070,000 5.000 106.937 NI 8
2025 1,185,000 5.000 106.676 NK 5
2026 1,315,000 5.000 106.329 NL 3
2027 1,450,000 5.000 105.984 NM 1

$1,275,000 4.500% Current Interest TermBonds due August 1, 2020, Price: 103.438 CUSIP (1): 070185 NE 9

$773,351.50 Capital Appreciation Serial Bonds

Maturity Principal Accretion Yield to Final Accreted CUSIP (1)

(August 1) Amount Rate Maturity Value (Base: 070185)
2016 $252,144.00 5.150% 4.470% $450,000 NA 7
2017 255,255.00 5.500 4.540 500,000 NB 3
2018 265,952.50 5.500 4.610 550,000 NC3

(1) Copyright 2003, American Bankers Association. CUSIP data herein is provided by Standard & Poor’s CUSIP Service Bureau, a
division of The McGraw-Hill Companies, Inc.



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. If given or made, such other information or representations 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 such 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 representations of fact.

The information set forth herein has been obtained from official sources which are believed to be reliable. However, it is
not guaranteed as to accuracy or completeness and is not to be construed as a representation by the District. The information
and expressions of opinion herein are subject to change without notice and neither delivery of this Official Statement nor any sale
made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of the District
since the date hereof. This Official Statement is being submitted in connection with the sale of the Bonds referred to herein and
may not be reproduced or used, in whole or in part, for any other purpose, unless authorvized in writing by the District. All
summaries of documents and laws are made subject to the provisions thereof and do not purport to be complete statements of any
or all such provisions.

When used in this Official Statement and in any continuing disclosure by the District, in any press release and in any
oral statement made with the approval of an authorized officer of the District, the words or phrases “will likely result,” “are
expected to,” “will continue,” “is anticipated,” “estimate,” “project,” “forecast,” ‘“‘expect,” “intend” and similar expressions
identify “‘forward looking statements.” Such statements are subject to risks and uncertainties that could cause actual results to
differ materially from those contemplated in such forward-looking statements. Any forecast is subject to such uncertainties.
Inevitably, some assumptions used to develop the forecasts will not be realized and unanticipated events and circumstances may
occur. Therefore, there are likely to be differences between forecasts and actual results, and those differences may be material.

FEINT »” FIT] FII

Other than with respect to information concerning Financial Security Assurance Inc. ("Financial Security”) contained
under the caption "Bond Insurance” and APPENDIX E — “FORM OF MUNICIPAL BOND INSURANCE POLICY" herein, none
of the information in this Official Statement has been supplied or verified by Financial Security and Financial Security makes no
representation or warranty, express or implied, as to (i) the accuracy or completeness of such information; (ii) the validity of the
Bonds; or (iii) the tax exempt status of the interest on the Bonds.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS OFFERED HEREBY AT
A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED MAY BE DISCONTINUED AT ANY TIME. THE UNDERWRITER MAY OFFER AND SELL THE
BONDS TO CERTAIN DEALERS, INSTITUTIONAL INVESTORS, BANKS OR OTHERS AT PRICES LOWER OR
HIGHER THAN THE PUBLIC OFFERING PRICES STATED ON THE COVERAGE PAGE HEREOF AND SAID
PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITER.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, IN
RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT. THE BONDS HAVE NOT BEEN REGISTERED OR
QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.

This Official Statement is submitted in connection with the sale of the Bonds referred to herein and may not be
reproduced or used, in whole or in part, for any other purpose.
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$12,363,351.50
Bassett Unified School District
(County of Los Angeles, California)
General Obligation Bonds, Election of 2004, Series 2005 A

INTRODUCTION

This Introduction is only a brief description of, and is qualified by, more complete and detailed information
contained in the entire Official Statement, including the cover page and appendices hereto, and the documents
summarized or described herein. A full review should be made of the entire Official Statement. The offering of the
Bonds to potential investors is made only by means of the entire Official Statement.

The Official Statement makes reference to resolutions and to other documents and statutes. Such references
do not purport to be complete, comprehensive or definitive and are qualified in their entirety by reference to each
such document.

Purpose

This Official Statement (which includes the cover page, the table of contents and the Appendices attached
hereto) is furnished by the Bassett Unified School District (the “District™), to provide information concerning the
$12,363,351.50 principal amount of the Bassett Unified School District (County of Los Angeles. California) General
Obligation Bonds, Election of 2004, Series 2005 A (the “Bonds™) to be offered by the District. The Bonds wili be
issued as current interest bonds (the “Current Interest Bonds™) and capital appreciation bonds (the “Capital
Appreciation Bonds™).

The District

The District was established as a school district in 1898. The District is located in the eastern portion of
Los Angeles County and serves the communities of La Puente and Baldwin Park. The District encompasses
approximately 8 square miles serving approximately 6.000 students. The District currently operates four elementary
schools. one magnet school, one academy, one high school, one continuation high school and an adult school.

The District is governed by a Board of Education consisting of five members. The voting members are
elected to four-year terms in staggered years. The day-to-day operations are managed by a board-appointed
Superintendent of Schools. Presently, Robert Watanabe is serving as Superintendent.

The District has budgeted 2004-05 general fund expenditures of $41,348.509. As of July I, 2004, the
District employed 460 fuli-time equivalent certificated employees (teaching staff) and 425 classified employees
(non-teaching personnel).

For additional information about the District, see “THE DISTRICT.” “DISTRICT FINANCIAL
MATTERS.” “DISTRICT TAX BASE INFORMATION,” “DISTRICT DEBT STRUCTURE,” and “DIRECT
AND OVERLAPPING DEBT™ herein.

Authority and Purpose for Issuance of the Bonds

The Bonds are issued pursuant to certain provisions of the State of California Education Code and other
applicable law and pursuant to resolutions adopted by the Board of Education of the District and the Board of
Supervisors of the County of Los Angeles (the “County”). See “PLAN OF FINANCE—Authority for Issuance™

herein

Pursuant to Proposition 39, approved statewide by California voters in November 2000, certain school
facilities bond measures may be approved by affirmative vote of 55% of the eligible voters within a school district.
The District received authorization at an election held on November 2, 2004, by approximately 80% of the votes



cast by eligible voters within the District, to issue bonds in an amount not to exceed $23.000,000 to finance the
acquisition, construction, equipping, repair, rehabilitation and upgrading of school facilities. The Bonds represent
the first series of bonds sold under the Authorization. The proceeds of the Bonds will be used (a) for the purpose of
refinancing the District’s outstanding Refunding Certificates of Participation, 1999 Series A in the original principal
amount of $11,860.000 (the #1999 Certificates™). (b) to finance the cost of the acquisition. construction, equipping,
repair, rehabilitation and upgrading of certain school facilities (the “Projects™) and (c) to pay certain costs of issuing
the Bonds. See “PLAN OF FINANCE" herein

Redemption

The Current Interest Bonds are subject to optional redemption and mandatory redemption prior to maturity
as described in “THE BONDS — Redemption Provisions™ herein. The Capital Appreciation Bonds are not subject to

redemption prior to maturity.
Security and Source of Payment for the Bonds

The Bonds are general obligations of the District payable solely from ad valorem property taxes and are not
obligations of the County. the State of California or any of its other political subdivisions. The Board of Supervisors
of the County has the power and is obligated to levy and collect ad valorem property taxes for each fiscal year upon
the taxable property of the District in an amount at least sufficient, together with other moneys available for such
purpose. to pay the principal and accreted value of, and premium. if any, and interest on each Bond as the same
becomes due and payable. See *SECURITY FOR THE BONDS” herein.

Bond Insurance

The scheduled payment of principal of (or. in the case of the Capital Appreciation Bonds. the accreted
value) and interest on the Bonds when due will be guaranteed under an insurance policy to be issued concurrently
with the delivery of the Bonds by Financial Security Assurance Inc. (the “Insurer™). See “BOND INSURANCE™
herein.

Other Information

This Official Statement contains brief descriptions of, among other things. the District, the Resolution and
certain other matters relating to the security for the Bonds. Such descriptions and information do not purport to be
comprehensive or definitive. All references herein to documents and agreements are qualified in their entirety by
reference to such documents and agreements. Copies of such documents are available for inspection at the District
by request to the Superintendent. Bassett Unified School District. 904 North Willow Avenue, La Puente, California:
(626) 931-3084. The District may impose a charge for copying, mailing and handling,

PLAN OF FINANCE

Authority for Issuance

The Bonds are issued pursuant to the provisions of Chapter 1.5 of Part 10 of Division 1 of Title 1 of the
Education Code of the State of California. as amended. and other applicable law (the “Act™), and pursuant to a
resolution adopted by the Board of Education of the District on January 20, 2005 and by the Board of Supervisors of
the County on February 8, 2005 (collectively, the “Resolution™).

The District received authorization (the “Authorization™) at an election held on November 2, 2004, by
approximately 80% of the votes cast by eligible voters within the District, to issue general obligation bonds in an
aggregate principal amount not to exceed $23,000,000 (“Measure E”). Measure E was approved under the
provisions of Proposition 39 which allows for the approval of certain school facilities bond measures by affirmative
vote of 55% of the eligible voters within a school district. The Bonds represent the first series of bonds issued under
the Authorization.



Purpose of Issuance

A portion of the proceeds of the Bonds will be applied to prepay the 1999 Certificates which were
delivered to prepay the District’s Variable Rate Demand Certificates of Participation (1997 Capital Improvement
Project), the proceeds of which were used to finance the construction, acquisition. rehabilitation or upgrading of
school facilities. The remainder of the proceeds of the Bonds will be used to finance the cost of the Projects and to
pay certain costs of issuing the Bonds.

The defeasance of the 1999 Certificates will be accomplished by depositing a portion of the proceeds from
the Bonds into an Escrow Fund established with U.S. Bank National Association, as escrow agent (the “Escrow
Agent”™), under an Escrow Agreement, dated as of March 1, 2005, by and between the District and the Escrow
Agent. The amount of funds deposited into the Escrow Fund, together with interest earnings thereon, will be
sufficient to fully pay the 1999 Certificates as the same shall become due.

The sufficiency of the Escrow Fund to pay the 1999 Certificates as described above will be verified by the
Verification Agent. See “MISCELLANEOUS ~ Verification Agent™ herein.

ESTIMATED SOURCES AND USES OF FUNDS
The estimated sources and uses of funds in connection with the Bonds are as follows:

Sources of Funds

Principal Amount of Bonds $12.363,351.50
Reoffering Premium 563.770.80

Total Sources of Funds $12.927.122.30

Uses of Funds

Deposit to Escrow Fund $10.363,050.00
Deposit to Building Fund 2,000,301.50
Deposit to Debt Service Fund 204.479.38
Underwriter’s Discount 136.920.97
Cost of Issuance (1) 222.370.45

Total Uses of Funds $12.927.122.30

(1) Includes legal fees, printing costs, rating agency fees, bond insurance premium and other miscellancous
expenses.

Application and Investment of Bond Proceeds

A portion of the net proceeds from the sale of the Bonds will be applied to prepay the 1999 Certificates,
and such net proceeds will be deposited in the Escrow Fund as described under “PLAN OF FINANCE™ herein. The
remaining portion of the net proceed from the sale of the Bonds will be deposited into the Building Fund (defined
below) and used to finance the cost of the Projects.

Any net original issue premium from the sale of the Bonds will be deposited in the Bassett Unified School
District General Obligation Bond Series 2005 A Debt Service Fund (the “Debt Service Fund™) and used only for
payment of principal of and interest on the Bonds. Proceeds of the Bonds to be used to finance the cost of the
Projects will be deposited in the Bassett Unified School District General Obligation Bond Series 2005 A Building
Fund (the “Building Fund™) and use oniy for payment of the cost of the Projects. Any amounts that remain in the
Building Fund at the completion of the Projects shall be transferred to the Debt Service Fund to be used for the



purposes of said fund. Except as required to be rebated to the United States Treasury, interest earned on the
investment of moneys held in the Debt Service Fund will be retained in the Debt Service Fund and used to pay
principal of and interest on the Bonds when due.

THE BONDS

General Provisions

The Bonds will be issued in the aggregate principal amount of $12.363.351.50, in fully registered form
only, without coupons. The Bonds will be initially registered in the name of Cede & Co.. as nominee of The
Depository Trust Company, New York. New York (“DTC™). DTC will act as securities depository for the Bonds.
Owners will not receive physical certificates representing their interest in the Bonds purchased. except in the event
that use of the book-entry system for the Bonds is discontinued. Principal and accreted value of and interest on the
Bonds are payable by the Paying Agent to DTC, who is obligated in turn to remit such principal and interest to its
DTC Participants for subsequent disbursement to the beneficial owners of Bonds. For information about the
securities depository and DTC's book-entry system, see APPENDIX B — “BOOK-ENTRY ONLY SYSTEM™
attached hereto.

The Current Interest Bonds will be dated the date of delivery thereof. Interest with respect to the Current
Interest Bonds is payable on February 1 and August 1 of each year (each, an “Interest Payment Date™), commencing
August 1, 2005. Interest on the Current Interest Bonds will be computed on the basis of a 360-day year of twelve
30-day months. Each Current Interest Bond will bear interest from the Interest Payment Date next preceding the
date of authentication thereof, unless it is authenticated during the period after the Record Date (defined below)
immediately preceding any interest payment date to and including such interest payment date, in which event it shall
bear interest from such interest payment date. or unless it is authenticated on or before the Record Date preceding
the first interest payment date. in which event it shall bear interest from its date. “Record Date™ shall mean the 15"
day of the month preceding an Interest Payment Date whether or not such day is a business day. The Current
Interest Bonds are issuable in denominations of $5.000 principal amount or any integral multiple thereof. The
Current Interest Bonds mature on August 1 in the years and amounts set forth on the inside cover page hereof.

The Capital Appreciation Bonds will be dated the date of delivery thereof and accrete interest from such
date. The Capital Appreciation Bonds are issuable in denominations of $5.000 maturity value or any integral
multiple thereof. The Capital Appreciation Bonds are payable only at maturity. according to the amounts set forth in
the accreted value tables. See APPENDIX F — “ACCRETED VALUE TABLES" attached hereto.

The Capital Appreciation Bonds do not bear current interest: each Capital Appreciation Bond will accrete
value in equal daily amounts over the term to its maturity on the basis of a 360-day year of twelve 30-day months,
from its Denominational Amount on the date of delivery thereof to its stated maturity value at maturity thereof.
Interest on the Capital Appreciation Bonds will be compounded semiannually on February 1 and August 1 of each
year, commencing August 1, 2005 and will be payable on the maturity thereof. The Capital Appreciation Bonds will
mature on the dates and in the principal amounts and will accrete value at the rates per annum set forth on the inside
cover page hereof.

Accreted Values

The Capital Appreciation Bonds will have the maturity values as shown on the inside cover page hereof.
Values of principal and accreted value on each compounding date prior to maturity are indicated on the tables set
forth in Appendix F attached hereto. Information on accreted values in this Official Statement and the accreted
value table in Appendix F has been provided by the Underwriter.



Payment

The interest on each Current Interest Bond is payable 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 applicable
Record Date, whether or not such day is a business day. If the book-entry system is discontinued. interest will be
paid by (1) check or draft mailed on each Interest Payment Date (or the next business day, if the Interest Payment
Date does not fall on a business day) to each registered owner at such registered owner’s address as it appears on
such registration books or at such address as the registered owner may have filed with the Paying Agent for that
purpose or (2) in immediately available funds (for example, by wire transfer) to any registered owner of at least
$1.000.000 of outstanding Current Interest Bonds who has requested in writing such method of payment of interest
on the Current Interest Bonds prior to the close of business on the applicable Record Date.

The principal and redemption price, if any, payable on the Current Interest Bonds and the accreted value
and redemption price, if any, on the Capital Appreciation Bonds is payable on maturity or redemption upon
surrender of such Bonds at the principal office of the Paying Agent. The interest, principal, accreted value and
redemption price, if any, on the Bonds is payable in lawful money of the United States of America.

Redemption Provisions

Optional Redemption. The Current Interest Bonds maturing on or before August 1, 2018 are not subject to
redemption prior to their maturity dates. The Current Interest Bonds maturing on or after August 1, 2019 are subject
to redemption at the option of the District, as a whole or in part, from any source of available funds. on August 1,
2015 or on any date thereafter at the principal amount to be redeemed, plus accrued interest thereon to the
redemption date.

The Capital Appreciation Bonds are not subject to optional redemption prior to maturity.
Mandatory Sinking Fund Redemption.
The Current Interest Bonds maturing on August 1. 2020 are also subject to mandatory sinking fund

redemption at a redemption price equal to the principal amount to be redeemed together with accrued interest
thereon to the redemption date, without premium, in part, by lot, in the amounts and at the times, as follows:

Mandatory Redemption Date Mandatory Sinking Fund Payment
August 1, 2019 600.000
August 1, 2020 675.000

The principal amount of each Mandatory Sinking Fund Payment shown above will be reduced
proportionately by the amount of the Current Interest Bonds (or any portion thereof) optionally redeemed prior to
the mandatory redemption date.

Selection of Bonds for Redemption. Whenever less than all of the outstanding Bonds are to be redeemed,
the Paying Agent shall select the Bonds to be redeemed in inverse order of maturity (or as otherwise directed by the
District), and within a maturity, the Paying Agent shall select Bonds for redemption by lot. Redemption by lot shall
be in such manner as the Paying Agent shall determine; provided, however, that the portion of any Bond to be
redeemed in part shall be in the principal amount of $5,000 or any integral muitiple thereof. The Paying Agent shall
promptly notify the District of the Bonds so selected for redemption on such date.

Notice of Redemption. Notice of redemption of Bonds will be given by the Paying Agent. Notice of any
redemption of Bonds will be mailed postage prepaid, not less than 30 nor more than 60 days prior to the redemption
date (i) by first class mail to the respective Owners thereof at the addresses appearing on the bond registration
books, (ii) by secured mail to all organizations registered with the Securities and Exchange Commission as securities
depositories, (iii)to at least two information services of national recognition which disseminate redemption
information with respect to municipal securities, and (iv) as may be further required in accordance with the



Continuing Disclosure Certificate of the District. See APPENDIX C — “PROPOSED FORM OF CONTINUING
DISCLOSURE CERTIFICATE” attached hereto.

Each notice of redemption will contain the following information: (a)the Bonds or designated portions
thereof (in the case of redemption of the Bonds in part but not in whole) which are to be redeemed, (b) CUSIP
numbers and the numbers of the Bonds to be redeemed and in the case of any Bond to be redeemed in part only, the
principal amount of such bond to be redeemed, (c) the date of redemption, (d) the redemption price, (e) the place or
places where the redemption will be made, including the name and address of the Paying Agent, and (f) descriptive
information regarding the Bonds including the original issue date. interest rate and stated maturity date of each Bond
to be redeemed in whole or in part. Each notice of redemption shall further state that on the specified date there
shall become due and payable upon each Bond or portion thereof being redeemed, the portion of the principal
amount of such Bond to be redeemed, together with the interest accrued to the redemption date. and redemption
premium, if any. and that from and after such date. interest with respect thereto shall cease to accrue.

Effect of Redemption. When notice of redemption has been given as described above, and when the
redemption price of the Bonds called for redemption is set aside for such purpose, the Bonds designated for
redemption shall become due and payable on the specified redemption date and interest shall cease to accrue thereon
as of the redemption date. The Owners of such Bonds so called for redemption after such redemption date shall look
for the payment of such Bonds and the redemption premium thereon, if any, only to the Debt Service Fund or the
escrow fund established for such purpose.

Failure to receive notice of redemption or any defect in the notice given shall not affect the validity of the
proceedings for the redemption of the affected Bonds or the cessation of interest on the date fixed for redemption.

Defeasance

If at any time the District shall pay or cause to be paid or there shall otherwise be paid to the Owners of any
or all outstanding Bonds, as appropriate, all of the principal, accreted value, interest and premium, if any.
represented by such Bonds at the times and in the manner provided in the Resolution and in the Bonds, or as
provided in the following paragraph. or as otherwise provided by law consistent with the Resolution, then such
Owners shall cease to be entitled to the obligation of the District as provided in the Resolution. and such obligation
and all agreements and covenants of the District and of the County to such Owners under the resolution and under
the Bonds shall thereupon be satisfied and discharged and shall terminate. except only that the District shall remain
liable for payment of all principal, accreted value, interest and premium, if any. represented by the Bonds, but only
out of monies on deposit in the interest and sinking fund or otherwise held in trust for such payment: and provided
further, however, that the provisions of the Resolution relating to unclaimed monies shall apply in all events.

All or any portion of the outstanding maturities of the Bonds may be defeased prior to maturity in the
following ways:

(i) by irrevocably depositing with the Paying Agent an amount of cash which together with
amounts then on deposit in the Debt Service Fund, is sufficient to pay all Bonds outstanding and designated
for defeasance, including all principal, accreted value and interest and premium, if any: or

(ii) by irrevocably depositing with the Paying Agent, noncallable United States Obligations
(as defined below) together with cash, if required, in such amount as will, in the opinion of an independent
certified public accountant, together with interest to accrue thereon and monies then on deposit in the Debt
Service Fund together with the interest to accrue thereon, be fully sufficient to pay and discharge all Bonds
outstanding and designated for defeasance (including all principal and accreted value thereof and interest
and premiums, if any, thereon) at or before their maturity date.

For purposes of the foregoing, “United States Obligations™ shall mean:

(A) Direct and general obligations of the United States of America (including state and local
government series), or obligations that are unconditionally guaranteed as to principal and interest by the



United States of America, including (in the case of direct and general obligations of the United States of
America) evidences of direct ownership of proportionate interests in future interest or principal payments
of such obligations. Investments in such proportionate interests must be limited to circumstances wherein
(a) a bank or trust company acts as custodian and holds the underlying United States obligations: (b) the
owner of the investment is the real party in interest and has the right to proceed directly and individually
against the obligor of the underlying United States obligations: and (c) the underlying United States
obligations are held in a special account, segregated from the custodian's general assets. and are not
available to satisfy any claim of the custodian, any person claiming through the custodian, or any person to
whom the custodian may be obligated; provided that such obligations are rated or assessed “AAA™ by
Standard & Poor's or “Aaa”™ by Moody's Investors Service; and

(B) Non-callable obligations of government sponsored agencies that are rated “AAA.” by
Standard & Poor’s or “Aaa” by Moody's Investors Service but are not backed by the full faith and credit of
the U.S. Government. These include the following: (a) Federal Home Loan Mortgage Corp. (FHLMC)
Debt Obligations: (b) Farm Credit System (Formerly: Federal Land Banks, Intermediate Credit Banks. and
Banks for Cooperatives) Consolidated Systemwide bonds and notes; (c) Federal Home Loan Banks (FHL
Banks) Consolidated debt obligations: (d) Federal National Mortgage Association (FNMA) Debt
Obligations; and (e) Resolution Funding Corp. (REFCORP) Debt Obligations.

In the event that Bonds are being defeased pursuant to paragraph (ii) above, the independent certified public
accountant referred to therein and any escrow agent selected in connection with said defeasance shall both be subject
to County approval.



DEBT SERVICE SCHEDULE

The following table summarizes the annual debt service requirements of the District for the Bonds
(assuming no optional redemptions):

Current Interest Bonds Capital Appreciation Bonds
Annual

Year Annual Annual Accreted

Ending Principal Interest Denominational Interest Total Annual

August 1 Payment Payment Amount Payment Debt Service
2005 $ - $204.479.38 $ - $ - $204.479.38
2006 250.000 522.,075.00 - - 772.075.00
2007 300,000 513.950.00 - - 813.950.00
2008 350.000 504.200.00 - - 854.200.00
2009 110.000 492.825.00 - - 602.825.00
2010 150.000 489.250.00 - - 639.250.00
2011 200.000 484.375.00 - - 684,375.00
2012 250.000 477.625.00 - - 727.625.00
2013 300.000 467.625.00 - - 767,625.00
2014 350.000 455,625.00 - - 805.625.00
2015 400.000 441,625.00 - - 841.625.00
2016 - 425.625.00 252.144.00 197.856.00 875.625.00
2017 - 425.625.00 255.255.00 244.745.00 925.625.00
2018 - 425.625.00 265.952.50 284.047.50 975.625.00
2019 600.000 425.625.00 - - 1.025.625.00
2020 675.000 398.625.00 - - 1.073.625.00
2021 775.000 368.250.00 - - 1.143,250.00
2022 860.000 336.475.00 - - 1.196.475.00
2023 1.000.000 301.000.00 - - 1.301.000.00
2024 1.070.000 251.000.00 - - 1.321.000.00
2025 1.185.000 197.500.00 - - 1.382.500.00
2026 1.315.000 138.250.00 - - 1.453.250.00
2027 1.450.000 72,500.00 - - 1.522.500.00
Total $11.590.000 $8.819.754.38 $773.351.50 $726.648.50 $21.909.754.38
SECURITY FOR THE BONDS

The Bonds are general obligations of the District payable solely from ad valorem property taxes and are not
obligations of the County, the State of California or any of its other political subdivisions. The Board of Supervisors
of the County has the power and is obligated to levy and collect ad valorem property taxes for each fiscal year upon
the taxable property of the District in an amount at least sufficient, together with other moneys available for such
purpose, to pay the principal of, and premium, if any, and interest on each Bond as the same becomes due and
payable. Such taxes are in addition to other taxes levied upon property within the District. Such taxes, when
collected, will be placed by the County in the District’s Debt Service Fund, which is required to be maintained by
the County, and such taxes will be used solely for the payment of bonds of the District issued pursuant to the
Authorization and interest thereon when due.

The amount of the annual ad valorem tax levied by the County to repay the Bonds will be determined by
the relationship between the assessed valuation of taxable property in the District and the amount of debt service due
on the Bonds in any year. A reduction in the assessed valuation of taxable property in the District caused by
economic factors beyond the District’s control, such as economic recession, slower growth, or deflation of land
values, a relocation out of the District by one or more major property owners, or the complete or partial destruction



of such property caused by, among other things. an earthquake, flood or other natural disaster could cause a
reduction in the assessed value of property in the District and necessitate an unanticipated increase in the annual tax
rates.

BOND INSURANCE

The following information has been furnished by Financial Security for use in this Official Statement. The
District takes no responsibility for the accuracy thereof. Reference is made to APPENDIX E — “FORM OF
MUNICIPAL BOND INSURANCE POLICY™ for a specimen of the Municipal Bond Insurance Policy.

Bond Insurance Policy

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

The Policy is not covered by any insurance security or guaranty fund established under New York,
California, Connecticut or Florida insurance law.

Financial Security Assurance Inc.

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

At September 30, 2004, Financial Security's total policyholders' surplus and contingency reserves were
approximately $2.255,933.000 and its total unearned premium reserve was approximately $1,561,771.000 in
accordance with statutory accounting practices. At September 30, 2004, Financial Security's total shareholder’s
equity was approximately $2.612.989.000 and its total net unearned premium reserve was approximately
$1.286,985.000 in accordance with generally accepted accounting principles.

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

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

LOS ANGELES COUNTY TREASURY POOL

In accordance with Education Code Section 41001, each California public school district maintains
substantially all of its operating funds in the county treasury of the county in which it is located, and each county
treasurer serves as ex officio treasurer for those school districts located within the county. Each county treasurer has
the authority to implement and oversee the investment of school district funds held in the county treasury.



Generally, the county treasurer pools county funds with school district funds and funds from certain other public
agencies and invests the cash. These pooled funds are carried at cost. Interest earnings are accounted for on either a
cash or accrual basis and apportioned to pool participants on a regular basis.

Each county is required to invest funds. including those pooled funds described above, in accordance with
Government Code Sections 53601 ef seq. and 53635 ef seq. In addition, each county is required to establish an
investment policy which may impose further limitations beyond those required by the Government Code. A copy of
the County investment policy and periodic reports on the County investment pool are available from the County
Treasurer and Tax Collector, Los Angeles County, 500 West Temple Street, Los Angeles. California 90012,
telephone (213) 974-8359. See also APPENDIX D — “LOS ANGELES COUNTY TREASURY POOL.”

CONSTITUTIONAL AND STATUTORY PROVISIONS
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS

Constitutionally Required Funding of Education

The California Constitution requires that from all State revenues there shall first be set apart the moneys to
be applied by the State for the 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 as well as increases in State revenues can significantly affect appropriations made by the State Legislature
to school districts.

Article XITIA of the California Constitution

On June 6, 1978. California voters approved Proposition 13 (*Proposition 137), which added Article XIIIA
to the State Constitution (“Article XIIIA™). Article XIIIA, as amended. limits the amount of any ad valorem tax on
real property to one percent of the full cash value thereof, except that additional ad valorem taxes may be levied to
pay debt service on indebtedness approved by the voters prior to July 1. 1978 on bonded indebtedness approved by a
two-thirds vote on or after July 1, 1978, for the acquisition or improvement of real property. Proposition 39.
approved by California voters on November 7. 2000, provides an alternative method of seeking voter approval for
bonded indebtedness (see “Proposition 39” below). 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.” This full cash value may be increased at a rate not to exceed two percent per year to account for
inflation.

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 other factors. to provide that there would be no
increase in the “full cash value™ base in the event of reconstruction of property damaged or destroyed in a disaster.
and in other minor or technical ways.

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 property tax (except to pay
voter-approved indebtedness). The one percent property tax is automatically levied by the County and distributed
according to a formula among taxing agencies. The formula apportions the tax roughly in proportion to the relative
shares of taxes levied prior to 1989.

Increases of assessed valuation resulting from reappraisals of property due to new construction, change in
ownership or from the two percent 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.
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All taxable property is shown at full market value on the tax rolls. Consequently, the tax rate is expressed
as $1 per $100 of taxable value. All taxable property value included in this Official Statement is shown at
100 percent of market value (unless noted differently) and all tax rates reflect the $1 per $100 of taxable value.

Article XIIIB of the California Constitution

An initiative to amend the State Constitution entitled “Limitation of Government Appropriations™ was
approved on September 6, 1979 thereby adding Article XIIIB to the State Constitution (“Article XIIIB”). In
June 1990, Article XIIIB was amended by the voters through their approval of Proposition 111. Under
Article XTIIB, the State and each local governmental entity has an annual “appropriations limit™ and is not permitted
to spend certain moneys that are called “appropriations subject to limitation™ (consisting of tax revenues, state
subventions and certain other funds) in an amount higher than the “appropriations limit.” Article XIIIB does not
affect the appropriations of moneys that are excluded from the definition of “appropriations subject to limitation,”
including debt service on indebtedness existing or authorized as of January 1, 1979, or bonded indebtedness
subsequently approved by the voters. In general terms, the appropriations limit is to be based on certain 1978-79
expenditures, and is to be adjusted annually to reflect changes in consumer prices. populations, and services
provided by these entities. Among other provisions of Article XIIIB, if these entities” revenues in any year exceed
the amounts permitted to be spent, the excess would have to be returned by revising tax rates or fee schedules over
the subsequent two years. However, in the event that a school district’s revenues exceed its spending limit, the
district may, in any fiscal year. increase its appropriations limit to equal its spending by borrowing appropriations
limit from the State, provided the State has sufficient excess appropriations limit in such year.

Article XIIIC and Article XIIID of the California Constitution

On November 5, 1996, the voters of the State approved Proposition 218, the so-called “Right to Vote on
Taxes Act.™ Proposition 218 added Articles XIIIC and XIID 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.

Article XIIID deals with assessments and property-related fees and charges. Article XIIID explicitly
provides that nothing in Article XIIIC or XIIID shall be construed to affect existing laws relating to the imposition
of fees or charges as a condition of property development; however it is not clear whether the initiative power is
therefore unavailable to repeal or reduce developer and mitigation fees imposed by the District. Developer fees
imposed by the District are neither pledged nor available to pay the Bonds.

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.

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.
Following the California Supreme Court’s decision upholding Proposition 62, several actions were filed challenging
taxes imposed by public agencies since the adoption of Proposition 62, which was passed in November 1986. On
June 4, 2001, the California Supreme Court released its decision in one of these cases. Howard Jarvis Taxpayers
Association v. City of La Habra, et al. (“La Habra™). In this case, the court held that public agency’s continued
imposition and collection of a tax is an ongoing violation, upon which the statute of limitations period begins anew
with each collection. The court also held that, unless another statute or constitutional rule provided differently, the
statute of limitations for challenges to taxes subject to Proposition 62 is three years. Accordingly, a challenge to a
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tax subject to Proposition 62 may only be made for those taxes received within three years of the date the action is
brought.

Although by its terms Proposition 62 applies to school districts, the District has not experienced any
substantive adverse financial impact as a result of the passage of this initiative or the Santa Clara or La Habra
decisions and believes that any impact experienced by the District will not adversely effect the ability of the District
to make payments with respect to the Bonds.

Proposition 98

On November 8, 1988. California voters approved Proposition 98, a combined initiative. constitutional
amendment and statute called the “Classroom Instructional Improvement and Accountability Act™ (the
“Accountability Act™). The Accountability Act changed State funding of public education below the university
level, and the operation of the State’s Appropriations Limit, primarily by guaranteeing State funding for K-12 school
districts and community college districts (collectively, “K-14 districts™).

Under Proposition 98 (as modified by Proposition 111, which was enacted on June 5, 1990), K-14 districts
are guaranteed the greater of (a) in general, a fixed percent of the State’s General Fund (the “State General Fund™)
revenues (“Test 17), (b) the amount appropriated to K-14 schools in the prior year, adjusted for changes in the
cost-of-living (measured as in Article XIIIB by reference to State per capita personal income) and enroliment
(“Test 27), or (c) a third test, which would replace Test 2 in any year when the percentage growth in per capita State
General Fund revenues from the prior year plus one-half of one percent is less than the percentage growth in State
per capita personal income (“Test 37). Under Test 3, schools would receive the amount appropriated in the prior
vear adjusted for changes in enrollment and per capita State General Fund revenues, plus an additional small
adjustment factor. If Test 3 is used in any year, the difference between Test 3 and Test 2 would become a “credit™ to
schools which would be the basis of payments in future years when per capita State General Fund revenue growth
exceeds per capita personal income growth. Legislation adopted prior to the end of Fiscal Year 1988-89.
implementing Proposition 98, determined the K-14 districts” funding guarantee under Test 1 to be 40.3% of the State
General Fund tax revenues, based on 1986-87 appropriations. However, that percentage has been adjusted to 35%
to account for a subsequent redirection of local property taxes whereby a greater proportion of education funding
now comes from local property taxes.

Proposition 98 permits the State Legislature by a two-thirds vote of both houses, with the Governor’s
concurrence, to suspend the K-14 districts’ minimum funding formula for a one-year period. In the fall of 1989. the
Legislature and the Govemor utilized this provision to avoid having 40.3% of revenues generated by a special
supplemental sales tax enacted for earthquake relief go to K-14 districts. Proposition 98 also contains provisions
transferring certain State tax revenues in excess of the Article XIIIB limit to K-14 districts.

Application of Proposition 98

The application of Proposition 98 and other statutory regulations has become increasingly difficult to
predict accurately in recent years. One major reason is that Proposition 98 minimum funding levels under Test 1
and Test 2 are dependent on State General Fund revenues. In past fiscal years, the State made actual allocations to
K-14 districts based on an assumption of State General Fund revenues at a level above that which was ultimately
realized. In such years, the State has considered the amounts appropriated above the minimum as a loan to K-14
districts, and has deducted the value of these loans from future years’ estimated Proposition 98 minimum funding
levels. The State determined that there were loans to K-14 districts of $1.3 billion during Fiscal Year 1990-91.
$1.1 billion during Fiscal Year 1991-92, $1.3 billion during Fiscal Year 1992-93 and $787 million during Fiscal
Year 1993-94. These loans have been combined with the K-14 1992-93 loans into one loan totaling $1.760 billion.
The State proposed that repayment of this loan would be from future years’ Proposition 98 entitlements, and would
be conditioned on maintaining current funding levels per pupil for K-12 schools.

In 1992, a lawsuit, California Teachers’ Association et al. v. Gould, was filed, which challenged the
validity of the off-budget loans. As part of the negotiations leading to the 1995-96 Budget Act, an agreement was
reached to settle this case. The agreement provides that both the State and K-14 districts share in the repayment of
prior years” emergency loans to schools. Of the total $1.76 billion in loans, the State will repay $935 million, while

12



K-14 districts will repay $825 million. The State share of the repayment will be reflected as expenditures above the
current Proposition 98 base calculation. The K-14 districts’ share of the repayment will count as appropriations that
count toward satisfying the Proposition 98 guarantee, and thus are treated as from “below™ the current base.
Repayments are spread over the eight-year period of 1994-95 through 2001-02 to mitigate any adverse fiscal impact.
In April 1996, a court settlement was reached and $360 million in appropriations from Fiscal Year 1995-96 was
disbursed to districts in August 1996.

Substantially increased State General Fund revenues, above initial budget projections, in the Fiscal Years
1994-95 and thereafter have resulted or will result in retroactive increases in Proposition 98 appropriations from
subsequent fiscal years™ budgets. Because of the State’s increasing revenues, per-pupil funding at the K-12 level
increased by about 42% from the level in place from 1991-92 through 1993-94. A significant amount of the “extra™
Proposition 98 moneys in the last few years has been allocated to special programs, most particularly an initiative to
allow each classroom from grades K-3 to have no more than 20 pupils by the end of the 1997-98 school year. See
“GENERAL SCHOOL DISTRICT FINANCIAL INFORMATION - State Budget™ for a discussion of current
Proposition 98 appropriations.

Proposition 39

Proposition 39 which was approved by California voters in November, 2000, and provides an alternative
method for passage of school facilities bond measures which lowers the constitutional voting requirement from the
two-thirds to 55 percent of voters and allows property taxes to exceed the current 1 percent limit in order to repay
such bonds. The lower 55 percent vote requirement would apply only for bond issues to be used for construction,
rehabilitation, equipping of school facilities or the acquisition of real property for school facilities. The Legislature
enacted additional legislation which placed certain limitations on this lowered threshold, requiring that (i) two-thirds
of the governing board of a school district approve placing a bond issue on the ballot, (ii) the bond proposal be
included on the ballot of a statewide or primary election, a regularly scheduled local election, or a statewide special
election (rather than a school board election held at any time during the year), (iii) the tax rate levied as a result of
any single election not exceed $25 for a community college district, $60 for a unified school district, or $30 for an
elementary school or high school district per $100.,000 of taxable property value, and (iv) the governing board of the
school district appoint a citizen’s oversight committee to inform the public concerning the spending of the bond
proceeds. In addition, the school board of the applicable district is required to perform an annual, independent
financial and performance audit until all bond funds have been spent to ensure that the funds have been used only
for the projects listed in the measure.

Future Initiatives

Article XIIIA. Article XIIIB. Article XIIIC, Article XIIID and Propositions 62, 98, and 39 were each
adopted as measures that qualified for the ballot pursuant to the State’s initiative process. From time to time other
initiative measures could be adopted, further affecting District revenues or the District’s ability to expend revenues.

AD VALOREM PROPERTY TAXATION

Principal of and interest on the Bonds are to be paid from the proceeds of an ad valorem tax authorized to
be levied by the County without limit on taxable property within the District in an amount sufficient to make such
payments. The information in this section describes how ad valorem property taxes in general are assessed and
levied. For specific information on the property tax base, tax levies and collections in the District, see “DISTRICT
TAX BASE INFORMATION” herein.

County Services

School districts use the services of the County for the assessment and collection of property taxes for
district purposes. District property taxes, including the ad valorem property tax for payment of the Bonds, are
assessed and collected by the County at the same time and on the same rolls as county, special district and city
property taxes.
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Assessed Valuation

All property is assessed using full cash value as defined by Article XIIIA of the Constitution. State law
exempts from taxation $7,000 of the full cash value of an owner-occupied dwelling. provided that the owner files for
such exemption. This exemption does not result in any loss of tax revenue to local agencies, since the State
reimburses local agencies for this loss. State law also provides exemptions from ad valorem property taxation for
certain classes of property such as churches, colleges, non-profit hospitals and charitable institutions: the State does
not reimburse local agencies for any tax not levied due to these exemptions. State and federal government property
also is not taxed.

For assessment and collection purposes. property is classified as either “secured™ or “unsecured™ and is
listed accordingly on separate parts of the assessment roll. The “secured roll” is that part of the assessment roll
containing State-assessed property and real property having a tax lien which is sufficient, in the opinion of the
assessor. to secure payment of the taxes. Unsecured property comprises all taxable property not attached to land.
such as personal property or business property. Boats, aircraft and business personal property are examples of
unsecured property. Unsecured property is assessed on the “unsecured roll.” Every tax levied by a county that
becomes a lien on secured property has priority over all present and future private liens arising pursuant to State law
on the secured property, regardless of the time of the creation of the other liens. A tax levied on unsecured property
does not become a lien against the taxed unsecured property. but may become a lien on other property owned by the
taxpayer. Valuation of secured property and a statutory tax lien is established as of January 1 prior to the tax year
(the tax year is the July 1 - June 30 fiscal year of the State) of the related tax levy, and the secured and unsecured tax
rolls are certified on or before July 1 of the tax year by the County Assessor.

Future growth in assessed valuation allowed under Article XIIIA is allocated on the basis of “situs” among
the jurisdictions that serve the tax rate area within which the growth occurs. Local agencies and school districts will
share the growth of “base™ revenues from the tax rate area. Each year’s growth allocation becomes part of each
agency’s allocation in the following year.

See “DISTRICT TAX BASE INFORMATION” herein for a history of assessed valuation and a list of the
largest secured tax payers for the current tax year within the District.

State-Assessed Utility Property

The State Constitution provides that the State Board of Equalization (the “SBE™) rather than counties assess
certain property owned or used by regulated utilities. Such property is grouped and assessed by the SBE as “going
concern”™ operating units, which may cross local tax jurisdiction boundaries, rather than as individual parcels of real
or personal property separately assessed. Such utility property is known as “unitary property.” The SBE assesses
property at “fair market value.” determined by various methods and formulae depending on the nature of the
property, except that assessed value of certain railroad property is limited to a percentage of the fair market value
determined by the SBE, in conformity with federal law. The SBE assesses values as of January 1 prior to the tax
year of the related tax levy. Property tax on SBE-assessed property is then levied and collected by each county in
the same manner as county assessed property, but at special county-wide tax rates, and distributed to each taxing
agency within that county generally according to the approximate percentages as allocated to each taxing agency in
the prior year.

Recent changes in the California electric utility industry structure and in the way in which components of
that industry are regulated and owned., including the sale of electric generation assets to largely unregulated, non-
utility companies, may convert the status of such assets from SBE-assessed unitary property to locally assessed
property or otherwise affect how those assets are assessed in the future and which local taxing agencies are to
receive the property taxes on such assets.

Tax Levies, Collections and Delinquencies

Property tax rates are set by September 1 of the tax year of the related tax levy. The secured property tax is
payable in two equal installments due November 1 and February 1. and payments become delinquent on
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December 10 and April 10, respectively. Taxes on unsecured property (personal property and leasehold interests)
are levied at the preceding fiscal year’s secured tax rate and are due on July 31 of each year. Taxes on unsecured
property and the supplemental secured roll become delinquent on August 31, or if added to the unsecured roll after
July 31. become delinquent at the end of the month succeeding the month of enrollment.

A 10% penalty attaches to any delinquent payment for secured roll taxes. In addition, property on the
secured roll for which taxes are delinquent becomes tax-defaulted. Such property may thereafter be redeemed by
payment of the delinquent taxes and the delinquency penalty, plus a redemption penalty to the time of redemption.
If taxes are unpaid for a period of five years or more. the property is subject to auction sale by the County Tax-
Collector.

In the case of unsecured property taxes, a 10% penalty attaches to delinquent taxes on property on the
unsecured roll. and after the last day of the second month after the 10% penalty attaches, an additional penalty of
1.5% per month begins to accrue. and a lien is recorded against the assessee. The taxing authority has four ways of
collecting unsecured personal property taxes: (a) a civil action against the taxpayer; (b) filing a certificate in the
office of the County Clerk specifying certain facts in order to obtain a judgment lien on specific property of the
taxpayer; (c) filing a certificate of delinquency for record in the County Recorder’s office in order to obtain a lien on
specified property of the taxpayer: and (d) seizure and sale of personal property, improvements or possessory
interests belonging or assessed to the assessee.

See “DISTRICT TAX BASE INFORMATION — Secured Tax Charges and Delinquencies™ herein for a
history of property tax collections and delinquencies in the District.

Alternate Method of Tax Apportionment — Teeter Plan

Certain counties in the State of California operate under a statutory program entitled Alternate Method of
Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the “Teeter Plan™). Under the Teeter Plan
local taxing entities receive 100% of their tax levies net of delinquencies. but do not receive interest or penalties on
delinquent taxes collected by the county. The County of Los Angeles has not adopted the Teeter Plan, and
consequently the Teeter Plan is not available to local taxing entities within the County, such as the District.
The District’s receipt of property taxes is therefore subject to delinquencies.

The District is a member of the California Statewide Delinquent Tax Finance Authority (“CSDTFA™).
CSDTFA is a joint exercise of powers agency formed for the purpose of purchasing delinquent ad valorem property
taxes of its members in accordance with Section 6516.6 of the Government Code of the State of California. The
District anticipates that CSDTFA will from time to time purchase delinquent ad valorem tax receivables from the
District at a purchase price equal to 108% of such receivable. Any penalty charges collected with respect to such
delinquencies will be retained by CSDTFA.

GENERAL SCHOOL DISTRICT FINANCIAL INFORMATION

Principal of and interest on the Bonds are to be paid from the proceeds of an ad valorem tax authorized to
be levied by the County without limit on taxable property within the District in an amount sufficient to make such
payments. The information in this section concerning funding procedures of K-12 school districts in the State is
provided as context for information regarding the District’s finances discussed elsewhere in this Official Statement.
It should not be inferred from the inclusion of this information that any of these matters discussed affect or limit in
any way the obligation of the County to levy ad valorem taxes on taxable property within the District in an amount
sufficient to pay all amounts when due on the Bonds.

State Funding of School Districts
Annual State apportionments of basic and equalization aid to K-12 school districts for general purposes are

according to a revenue limit per unit of average daily attendance (“ADA™). If a district’s total revenue limit exceeds
its property tax revenue, its annual State apportionments, subject to certain adjustments, amount to the difference
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between revenue limit and its property tax receipts. ADA is determined by school districts twice a year, in
December (“First Period ADA™) and April (“Second Period ADA™).

The calculation of the amount of State apportionment a school district is entitled to receive each year is a
multiple step process. First, the prior year statewide revenue limit per ADA is recalculated with certain adjustments
for equalization and other factors. Second. this adjusted prior year Statewide revenue limit per ADA is inflated
according to formulas based on the implicit price deflator for government goods and services and the Statewide
average revenue limit per ADA for each type of ADA This yields the school district’s current year revenue limit per
ADA Third. the current year revenue limit per ADA is applied to the school district’s ADA for either the current or
prior year, as the district elects. Fourth. revenue limit adjustments known as ~add-ons™ are calculated for each
school district if the school district qualifies for such add-ons. There are, for example, add-ons to adjust for small
school district size and providing meals for needy pupils, among others. Finally, local property tax revenues are
deducted from the total revenue limit calculated for each district to arrive at the amount of State apportionment each
school district is entitled to for the current year.

The State revenue limit is calculated and recalculated three times a year for each school district on the basis
of projections submitted by the district on or about December 10, based on First Period ADA, and April 15 and
June 30. both based on Second Period ADA. Beginning in Fiscal Year 1998-99, ADA calculations have been based
on actual attendance and no longer include excused absences. Calculations are reviewed by the County Office of
Education and submitted to the State Department of Education to review the calculations for accuracy, calculate the
amount of State apportionment owed to such school district, and notify the State Controller of the amount, who then
distributes the State apportionments. The first calculation is performed for the First Principal Apportionment in
February, the second calculation for the Second Principal Apportionment in June, and the final calculation for the
end of the fiscal year Annual Principal Apportionment, in essence a correction that is made in October of the next
fiscal year.

See “DISTRICT FINANCIAL MATTERS™ herein for information on the District’s annual revenue limit
per ADA

State Budget

According to the State Constitution, the Governor of the State is required to propose a budget to the State
Legislature no later than January 10 of each year, and a final budget must be adopted by a 2/3 vote of each house of
the Legislature no later than June 15, although this deadline is routinely breached. The budget becomes law upon
the signature of the Governor. who retains veto power over specific items of expenditure.

State income tax and other receipts can fluctuate significantly from year to year, depending on economic
conditions in the State and the nation. Because funding for education is closely related to overall State income. as
described in this section. funding levels can also vary significantly from year to year. even in the absence of
significant education policy changes. The District cannot predict how State income or State education funding will
vary over the entire term to maturity of the Bonds, and the District takes no responsibility for informing owners of
the Bonds as to any such annual fluctuations. Information about the State budget and State spending for education is
regularly available at various State-maintained web sites. Text of the budget may be found at the website of the
Department of Finance, www.dof.ca.gov, under the heading “California Budget.” An impartial analysis of the
budget is posted by the Office of the Legislative Analyst at www.lao.ca.gov. In addition, various State of California
official statements, many of which contain a summary of the current and past State budgets and the impact of those
budgets on school districts in the State, may be found at the website of the State Treasurer, www.treasurer.ca.gov.

2004-05 State Budget. The Governor signed the 2004-05 State Budget on July 31. 2004. For K-12
education, the 2004-05 State Budget incorporated a temporary suspension of Proposition 98, resulting in a loss of
about $2 billion in funding. It was expected that the lost funding would be partially restored in 2005-06, but require
several additional years for full restoration. The Legislative Analyst’s Office estimated that even by 2008-09
Proposition 98 funding would only be partially restored to levels consistent with existing law. Other aspects of the
2004-05 State Budget for K-12 education included a cost-of-living adjustment to revenue limit apportionments.
revenue limit funding for growth in A.D.A., funding for deferred maintenance, increased funds for instructional
materials, and equalization aid to reduce the disparity in revenue limits among school districts in California. In
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addition, in connection with the settlement of a class action lawsuit, Williams v. State of California, brought against
the State on behalf of students in the most poorly funded schools, the 2004-05 budget provided $138 million in one-
time funds for instructional materials for the lowest performing schools. and sets aside $50 million for 2004-05
implementation of the settlement. primarily for facility improvements to the neediest schools. Future years® budgets
will have to address further settlement terms calling for over $800 million in facilities improvements and additional
programmatic support.

The 2004-05 State Budget increased the cost-of-living adjustment to revenue limit apportionments to
2.41% and reduced the revenue limit deficit to 0.3%, effectively increasing revenues by 3.35% for the average
school district.

2005-06 State Budget. On January 10, 2005, the Governor introduced his proposed 2005-06 State Budget.
The 2005-06 State Budget has several important effects on K-12 school districts. Proposition 98 funding is
proposed to be held at roughly the same levels as in 2004-05, which would result in a loss of $1.1 billion in each of
the next two years compared with the funding expectations that were incorporated in the implementation of the
2004-05 State Budget. The Governor also proposes that the State no longer fund the annual base contribution to the
STRS retirement program for teachers. Currently. the State pays roughly 2% of teacher payrolls to the STRS
retirement system. The 2005-06 State Budget proposes to shift this expense to school districts or their teachers.

Other aspects of the proposed 2005-06 State Budget affecting K-12 school districts include a 3.93% cost-
of-living adjustment (“COLA™) to revenue limit apportionments. The same cost-of-living adjustment would also
apply to special education, adult education, class-size reduction programs, and other categorical programs that
received COLAs in 2004-05. The COLA for revenue limit apportionments would result in additional funding per
A.D.A. of approximately $186 for elementary districts, $226 for high school districts, and $196 for unified districts.

The 3.93% COLA for revenue limit apportionments and the proposed restoration of a portion of revenue
limit reductions from previous years would result in a cumulative increase of about 5% in funding for most school
districts. However, the proposal to shift the State’s payment of a portion of the STRS contribution to school districts
or their teachers would have the net effect of lowering the increase in funding to about 3.6% compared with the
2004-05 State Budget.

Future Budgets. The District cannot predict what actions will be taken in the future by the State
Legistature and the Governor to deal with changing State revenues and expenditures. The State Budget will be
affected by national and state economic conditions and other factors. However, the obligation to levy ad valorem
taxes upon all taxable property within the District for the payment of principal of and interest on the Bonds would
not be impaired.

State Retirement Programs

School districts participate in the State of California Teachers Retirement System (*STRS™). This plan
covers all full-time and most part-time certificated employees. 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. School districts also
participate in the State of California Public Employees Retirement System (“PERS™). This plan covers all classified
personnel who are employed at least four hours per day. In order to receive PERS benefits, an employee must be at
least 5() years old and have had five years of covered PERS service as a public employee.

Contribution rates to these two retirement systems vary annually depending on changes in actuarial
assumptions and other factors, such as changes in benefits. The contribution rates are based on statewide rates set
by the STRS and PERS State retirement boards. STRS has a substantial State-wide unfunded liability. Under
current law, the liability is the responsibility of the State and not of individual school districts. Since this liability
has not been broken down by each school district, it is impossible to determine each district’s share. See
“DISTRICT FINANCIAL MATTERS"” herein for information regarding the District’s coniributions to these
retirement systems.
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School District Budget Process

School districts are required by provisions of the State Education Code to maintain a balanced budget each
year. in which the sum of expenditures and the ending fund balance cannot exceed the sum of revenues and the
carry-over fund balance from the previous year. School districts’ annual general fund expenditures are characterized
in large part by multi-year expenditure commitments such as union contracts. Year-to-year fluctuations in State and
local funding of school district general fiends could result in revenue decreases which, if large enough, may not
easily be offset by an equal reduction in expenditures until at least the following fiscal year. School districts are
required by State law to maintain general fluid reserves which can be drawn upon in the event of a resulting excess
of expenditures over revenues for a given fiscal year. The State Department of Education imposes a uniform
budgeting and accounting format for school districts.

School districts must adopt a budget no later than June 30 of each year. The budget must be submitted to
the County Superintendent within five days of adoption or by July 1. whichever occurs first. A district may be on
either a dual or single budget cycle. The dual budget option requires a revised and readopted budget by September 1
that is subject to State mandated standards and criteria. The revised budget must reflect changes in projected income
and expenses subsequent to July 1. The single budget is only readopted if it is disapproved by the County
Superintendent. or as needed.

For both dual and single budgets submitted on July 1, the County Superintendent will examine the adopted
budget for compliance with the standards and criteria adopted by the State Board of Education and identify technical
corrections necessary to bring the budget into compliance. will determine if the budget allows the district to meet its
current obligations and will determine if the budget is consistent with a financial plan that will enable the district to
meet its multi-year financial commitments. On or before August 15, the County Superintendent will approve or
disapprove the adopted budget for each school district. Pursuant to State law, the county superintendent has
available various remedies by which to impose and enforce a budget that complies with State criteria, depending on
the circumstances, if a budget is disapproved.

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

At minimum. school districts file with their County Superintendent and the State Department of Education
a First Interim Financial Report by December 15 covering financial operations from July 1 through October 30, and
a Second Interim Financial Report by March 15 covering financial operations from November 1 through January 31.
Section 42131 of the Education Code requires that each interim report be certified by the school board as either
(a) "positive.” certifying that the district, “based upon current projections, will meet its financial obligations for the
current fiscal year and subsequent two fiscal years,” (b) "qualified,” certifying that the district. “based upon current
projections, may not meet its financial obligations for the current fiscal year or two subsequent fiscal years.” or
(c) "negative,” certifying that the district, “based upon current projections, will be unable to meet its financial
obligations for the remainder of the fiscal year or the subsequent fiscal year.” A certification by a school board may
by revised by the County Superintendent. If either the First or Second Interim Report is not “positive,” the County
Superintendent may require the district to provide a Third Interim Financial Report covering financial operations
from February 1 through April 30 by June 1. If not required, a Third Interim Financial Report is not prepared. Each
interim report shows fiscal year to date financial operations and the current budget. with any budget amendments
made in light of operations and conditions to that point. After the close of the fiscal year on June 30, an unaudited
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financial report for the fiscal year is prepared and filed without certification with the County Superintendent and the
State Department of Education.

The District’s budget for fiscal year 2004-05 was accepted by the County Superintendent on August 15,
2004.

THE DISTRICT

Introduction

The District was established as a school district in 1898. The District is located in the eastern portion of
Los Angeles County and serves the communities of La Puente and Baldwin Park. The District encompasses
approximately 8 square miles serving approximately 6,000 students. The District currently operates four elementary
schools, one magnet school. one academy. one high school and one continuation high school. The elementary
schools serve kindergarten through eighth grade, Torch Magnet School serves grades six, seven and eight,
Edgewood Academy serves kindergarten through eighth grade, and Bassett Senior High School and Nueva Vista
High School serve grades nine through 12. The District also has an extensive Child Development Program and an
Adult School. The current student-teacher ratio in the District is 30/20:1 in grades K-2: 20/32:1 in grades 3-4;
20/32:1 in grades 5-6: and, 32:1 in grades 7-8.

The District is governed by a Board of Education consisting of five members. The voting members are
elected to four-year terms in staggered years. The day-to-day operations are managed by a board-appointed

Superintendent of Schools. Presently, Robert Watanabe is serving as Superintendent.

The District has budgeted 2004-05 general fund expenditures of $41.348,509. As of July 1, 2004, the
District employed 460 full-time equivalent certificated employees (teaching staff) and 425 classified employees
(non-teaching personnel).

Governing Board

The District is governed by a five-member elected board (the “Board of Education™), whose members are
elected to four-year terms. The terms are staggered on two-year intervals providing continuity of governance.

Table 1

BASSETT UNIFIED SCHOOL DISTRICT

GOVERNING BOARD
Term Expires
Name Office November
Paul Solano President 2005
Anna Aguilar Vice President 2005
Robert Fuentes Clerk 2005
Rosaura Alvarado Member 2007
Frank Morales Member 2007

Superintendent and Administrative Personnel

The Superintendent of Schools of the District is appointed by the Board of Education and reports to the
Board of Education. The Superintendent is responsible for management of the District’s day-to-day operations and
supervises the work of other key District administrators. The names and backgrounds of the Superintendent and the
Assistant Superintendent of Business Services are set forth below.
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Robert Watanabe. Superintendent: Mr. Watanabe has been a Bassett Unified School District employee for
the past 33 years. He has served as an administrator for 30 years in the District. in the capacity of Principal. Director
of Curriculum and Instruction, Director of Personnel, Director of Adult Education, Deputy Superintendent and
Superintendent. He is a past member of the Board of Education of the Bonita Unified School District. and has
served as a Regional President for the Association of California School Administration.

James Ballard. Assistant Superintendent of Business Services: During the course of his career. Mr. Ballard
has served as a Teacher. Coordinator, Site Principal. Director of Instruction and Assistant Superintendent of
Business and Personnel. He has been a school administrator for more than 20 years. Specifically, he has been a
Chief Business Official in several districts managing budgets from $20 to $200 Million and with extensive
experience in facilities development. He has degrees in both education and business. Prior to beginning his career
in education. he had a previous career in the field of public accounting as an auditor with a national certified public
accounting firm.

DISTRICT FINANCIAL MATTERS

Principal of and interest on the Bonds are to be paid from the proceeds of an ad valorem tax authorized to
be levied by the County without limit on taxable property within the District in an amount sufficient to make such
payments. The description in this section concerning District financial matters is provided as supplementary
information only. It should not be inferred from the inclusion of this information that any of these matters discussed
affect or limit in any way the obligation of the County 1o levy ad valorem taxes on taxable property within the
District in an amount sufficient to pay all amounts when due on the Bonds.

Average Daily Attendance

Information concerning actual average daily attendance and base revenue limit in the District for fiscal
years 1999-00 through 2003-04 and projected average daily attendance and base revenue limit for fiscal years 2004-
05 through 2006-07 is set forth below:

Table 2

BASSETT UNIFIED SCHOOL DISTRICT
AVERAGE DAILY ATTENDANCE GRADES K-12

Average Daily
Fiscal Year Attendance Base Revenue Limit

1999-00 5.945 N/A
2000-01 5.800 N/A
2001-02 5,795 $4.642
2002-03 5.791 4,735
2003-04 5.727 4,823

Projected Projected
2004-05 5.638 4,940
2005-06 5,526 5,091
2006-07 5,416 5.223

Source: Bassett Unified School District

Revenue Limit Sources

Since fiscal year 1973-74, State school districts have operated under general purpose revenue limits
established by the State Legislature. In general, the revenue limits are calculated for each school district by
multiplying (1) the average daily attendance (“ADA™) for each such district by (2) a base revenue limit per unit of
ADA. The revenue limit calculations are adjusted annually in accordance with a number of factors designed
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primarily to provide cost of living increases and to equalize revenues among all State school districts of the same
type. As shown in Table 2 above, in 2003-04 the District’s revenue limit per unit of ADA was $4.823, and for
2004-05, the District estimates that its revenue limit per unit of ADA will be $4,940.

In 2003-04, the District received $27.522,334 from revenue limit sources, accounting for approximately
68.60% of its General Fund revenues. For 2004-05, the District has budgeted $28,493,220 of revenue limit source
income, which is approximately 69.66% of its budgeted General Fund revenues.

Funding of the District’s revenue limit is accomplished by a mix of (1) local property taxes and (2) State
apportionments of basic and equalization aid. Generally, the State apportionments amount to the difference between
the District’s revenue limit and its local property tax revenues.

Beginning in 1978-79. Proposition 13 and its implementing legislation permitted each county to levy and
collect all property taxes (except for levies to support prior voter-approved indebtedness) and prescribed how levies
on county-wide property values were to be shared with local taxing entities within each county. The District's
property tax revenue has been budgeted to equal at least $4,836.108 in 2004-05.

Employee Relations

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 stages in 1976. The 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 Bassett Teachers’ Association as their exclusive bargaining
agent. They are currently under a contract which will expire on June 30. 2005. As of June 30, 2004, total payroll
for certificated employees was $17.938.217.

The California School Employee’s Association has been selected as the exclusive bargaining agent for
classified personnel who are covered by a single contract, CSEA Chapter #26, representing secretaries, clerical staff,
custodial, maintenance and grounds workers. The contract will expire on June 30, 2005. As of June 30, 2004, total
payroll for classified personnel was $8.318.778.

Retirement System

The District participates in the State of California Teachers’ Retirement System (“STRS™). This plan
provides benefits to full-time certificated personnel. The District also participates in the State of California Public
Employees Retirement System (PERS) which provides benefits to classified personnel who are employed more than

four hours per, day.

The District was required to contribute 8.25 percent of gross salary expenditures to STRS and PERS.
during the fiscal year ended June 30. 2004 as set forth below.
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Table 3

BASSETT UNIFIED SCHOOL DISTRICT
RETIREMENT CONTRIBUTIONS
FISCAL YEAR 2003-2004

Employer
Contribution as a

Number of Total Employer District’s Percentage of
Plan Employees Covered Contributions Covered Payroll Covered Payroll
STRS 400 $1,787.641 $21.668.378 8.25%
PERS 249 760.573 6,105,429 8.25

Source: Bassett Unified School District
Retirement contributions budgeted for fiscal year 2004-05 are as follows:
Table 4
BASSETT UNIFIED SCHOOL DISTRICT
BUDGETED RETIREMENT CONTRIBUTIONS
FISCAL YEAR 2004-2005
Employer

Contribution as a

Number of Total Employer District’s Percentage of
Plan Employees Covered Contributions Covered Payroll Covered Payroll
STRS 400 $1.694.167 $20,535.368 8.25%
PERS 210 778,968 7.509.678 8.25

Source: Bassett Unified School District

Insurance

The District maintains insurance or self-insurance in such amounts and with such retentions and other terms
providing coverage for property damage. fire and theft, general public liability and worker’s compensation. as is
adequate, customary and comparable with such insurance maintained by similarly situated school districts. In
addition. based upon prior claims experience. the District believes that the recorded liabilities for self-insured claims

are adequate.

Accounting Practices

The accounting policies of California school districts, including 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 Education Code, is to be followed by all California school districts.
Revenues are recognized in the period in which they become both measurable and available to finance expenditures
of the current fiscal period. Expenditures are recognized in the period in which the liability is incurred.
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Comparative Financial Statements and 2004-05 Estimated Actual Results

As with all California school districts, the District was required by State law to adopt on or before
September 15. 2004, a fiscal line-item budget setting forth reductions in expenditures so that appropriations during
fiscal year 2004-05 will not exceed the sum of revenues plus beginning fund balance.

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

In addition. the Governmental Accounting Standards Board (“GASB™) has released Statement No. 34,
Basic Financial Statements and Management’s Discussion and Analysis for State and Local Governments, as
amended, which makes certain changes in the annual financial statements for all governmental agencies in the
United States that report in accordance with GASB, especially in recording of fixed assets and their depreciation.
and in the way the report itself is formatted. These requirements became effective for the District in fiscal year
2002-03. as well as for any other governmental agency reporting in accordance with GASB with annual revenues of
between $10 million and $100 million.

The table on the following page summarizes the District’s Statement of General Fund Revenues.
Expenditures and Changes in Fund Balance for the fiscal years 2000-01, 2001-02, 2002-03, 2003-04 and 2004-05.
See APPENDIXA — *“EXCERPTS FROM FINANCIAL STATEMENTS OF THE DISTRICT
FOR THE FISCAL YEAR ENDED JUNE 30.2003" attached hereto for further detail on the District’s financial
condition.
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Table 5

BASSETT UNIFIED SCHOOL DISTRICT
SUMMARY OF GENERAL FUND REVENUES AND EXPENDITURES
FISCAL YEARS 2000-01 TO 2004-05

Estimated Adopted Unaudited First
Audited Audited Audited Actuals Budget Actuals Interim
2000-01 2001-02 2002-03 2003-04 2004-05 2003-04 2004-05
REVENUE
Revenue Limit:
State apportionment $18.858,775 $19,670,291
Local sources 7,117,390 7,655,035
Total Revenue Limit $25,976.165 $27,325,326 $28,153.944 $27.,835,672 $28.493,220 $27,522,334 $28,493,220
Federal Revenues 2,153,440 2,688,429 2,203,536 7,285 3,051,533 2,790.948 3,051,533
Other State 10,316,380 11,060,189 9,136,131 12,338,389 7,664,908 8,184,203 7,664,908
Other Local 1,153,760 463,693 782,428 433,719 1,691,163 1,621,000 2,355,163
Tuition and transfers 26,721 315,136
TOTAL REVENUES $39.626.466 $41.,852.773 $40,276,039 $40,615,065 $40.900,824 $40,118.,484 $41,564,824
EXPENDITURES
Current
Instruction $23,221.549
Instruction-related
activities:
Supervision of 1.536.733
instruction
Instructional library, 427,269
media and technology
School site administration 2,746,759
Pupil Services
Home-to-school 975,530
transportation
Food Services
All other pupil services 2.376,122
General Administration
Data Processing 630,897
All other general 1,947,356
administration
Plant Services 4,634,160
Facility acquisition and 135,690
construction
Ancillary services 222252
Community services
Certificated Salaries $18,993,966 $19,727,768 $19,894.617 $17,891,272 $19,412.375 $18,341,187
Classified Salaries 5,962,178 6,281,067 7,525912 6,865,103 7,022,735 7.546,090
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Employee Benefits

Books and Supplies

Services and operating,
expenditures

Other Outgoing

Capital Outlay

Debt service

Principal

Interest and other

Direct Support/Indirect
Costs

TOTAL EXPENDITURES

Excess of Revenues Over

(Under) Expenditures

OTHER FINANCING

SOURCES (USES)
Operating Transfers - In
Operating Transfers — Out
Other uses

TOTAL OTHER

Excess/Deficiency

BEGINNING BALANCE
—July 1
Prior Period Adjustment

Other Restatements

ENDING BALANCE
—June 30

Estimated Adopted Unaudited First

Audited Audited Audited Actuals Budget Actuals Intenim

2000-01 2001-02 2002-03 2003-04 2004-05 2003-04 2004-05
5.332,151 5,333,682 7,517,992 5,861,520 6,399,709 6,047,801
2,090,161 2,617,812 2,433,350 1,857,161 2,667,830 2,095,260
3,769,089 3,851,952 6,161,687 7,148,701 3,591,368 6,149,281
780,192 1,073,511 1,660,342 1,469,869 1.718.495 1,943,950 1,718,495
1,075,988 1,671,018 90,050 284,257 232,878 213.781
(478.940) (278.,000) (284.975) (278.,000)
$38.003,725 $40,556,810 $40,514.659 $44.614,537 $41,348,509 $40,985.871 $41.833.895
$1.622,741 $1.295.963 ($238,620)  ($3.999.472) ($447.685) ($867.387) ($269,071)
$454.893 $200,000 $4,409.536 $400.000 $3,587.,854 $400,000
(1.078.343) (5.500.000) 61,757 (312,386) (290,193)

(250,000)
($623.450) ($5.500.000) ($50,000) $4,347.779 $400,000 $3.275.468 $109.807
$999.291 ($4.204,037) ($288.620) $348.307 ($47.685) $2.408.,081 ($159,264)
$6.890,308 $7,889,599 $3,685.562 $3,533,391 $3,745,249 $3.533,391 $5,832.371
($136,449) ($136.449)
$27,348

$7.889.599 $3.685.562 $3,396,942 $3,745.249 $3,697,564 $5,832,371 $5.673,107
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The following table contains the District’s Adopted General Fund Budget for fiscal year 2004-2005:
Table 6

BASSETT UNIFIED SCHOOL DISTRICT
ADOPTED GENERAL FUND BUDGET
FISCAL YEAR 2004-2005

REVENUES
Revenue Limit Sources $ 28.493.220
Federal Revenues 3,051,533
Other State Revenues 7.664.908
Other Local Revenues 1.691.163
Interfund Transfers In -
Total Revenues $ 40.900824
EXPENDITURES
Salaries and Benefits $30.617.895
Supplies and Services 9.005.862
Capital Outlay 284.257
Other Outgo 1.718.495
Direct Support/Indirect Costs (278.000)
Total Expenditures $41.348,509
Revenues over (under) expenditures $ (447.685)
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DISTRICT TAX BASE INFORMATION

Assessed Valuation

The District uses the facilities of Los Angeles County for the assessment and collection of taxes. District
taxes are collected at the same time and on the same tax rolls as are county, city and special district taxes. Assessed

valuations are the same for both District and County taxing purposes.

The valuation of secured property by the County is established as of January 1 and is subsequently
equalized in August, and is payable in two installments of taxes due November 1 and February 1, respectively.
Taxes become delinquent on December 10 and April 10 for each respective installment. Taxes on unsecured
property (personal property and leasehold) are due on August 31 of each year based on the preceding fiscal year's

secured tax rate.

The following table shows the assessed valuation in the District for the current fiscal year and the previous
five years. Information on Secured Tax Charges and Delinquencies for years prior to 2001-02 is unavailable.

Table 7

BASSETT UNIFIED SCHOOL DISTRICT

ASSESSED VALUATIONS
Total Before Total After
Fiscal Year Local Secured Utility Unsecured Rdv. Increment  Rdv. Increment
1999-00 $ 853.173.416 $562.601 $ 91.299.277 $ 945,035,294 $ 945.035.294
2000-01 898.134.942 527913 101,392,428 1.000.055.285 999.138.713
2001-02 957.883.098 568.140 140.208.343 1.098,659.581 1,098,480.536
2002-03 1.002.934.587 550,853 124,087,970 1.127.573.410 1.127.276,729
2003-04 1.067.376.585 660.343 122,700,169 1.190.737.097 1.190.442.767
2004-05 1.164,262.840 786.891 100.702.352 1.265.752.083 1.265.457.135

Secured Tax Charges and Delinquencies

Secured Amt. Del. % Del.

Fiscal Year(1) Tax Charge (2) June 30 June 30

2001-02 $2.283.421.43 $58.440.69 2.56%
2002-03 2.374,155.85 61.776.33 2.60
2003-04 2.495.663.74 54.912.97 2.20

(1) Prior years not available.
(2) 1% General Fund apportionment. Excludes redevelopment agency impounds.

Source: California Municipal Statistics, Inc.
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Largest Taxpayers in District
The following table shows the twenty largest property taxpayers in the District for fiscal year 2004-05.
Table 8

BASSETT UNIFIED SCHOOL DISTRICT
LARGEST 2004-05 LOCAL SECURED PROPERTY TAXPAYERS

2004-05 % of
Property Owner Land Use Assessed Valuation Total (1)

i. LBA Industrial Fund GBK Inc. Industrial $ 26.689.151 2.29%
2. Intex Realty Corp. Industrial 22.894,059 1.97
3. CAL AZ Portfolio No. 1 LLC Industrial 18.111,408 1.56
4. 245 Vineland LLC Industrial 15,000,000 1.29
5.  Puente Property Inc. Industrial 14,766,567 1.27
6.  Sunkist Shopping Center Ltd. Shopping Center 11,341,937 0.97
7.  TMT Nelson and Freedom Way Inc. Industrial 10,993,757 0.94
8. Uni-President (USA) Inc. Industrial 9.690.544 0.83
9.  Sunrider Manufacturing LP Industrial 9.185.683 0.79
10.  Williamhouse of California LLC Industrial 8.973.318 0.77
11.  SDC Towers Industrial Park Inc. Industrial 7.647.397 0.66
12.  Alcoa Global Fasteners Inc. Industrial 7.629.129 0.66
13.  McConnell Cabinets Inc. Industrial 7,447,150 0.64
14.  Mason Way Partners Industrial 7.386.189 0.63
15.  Mabek Co. Industrial 7.324.565 0.63
16.  Coca Cola Bottling Co. of Los Angeles Industrial 6.411,000 0.55
17.  Arakelian Enterprises Inc. Industrial 6.,168.907 0.53
18.  GC Acquisition Corp. Industrial 6.160.324 0.53
19.  Sonoco Products Co. Industrial 6.141.160 0.53
20. Baldwin Nelson Assoc. Industrial 5.984.491 0.51

$215.946,736 18.55%

(1) 2004-05 Local Secured Assessed Valuation: $1.164.262.840

Source: California Municipal Statistics. Inc.

28



The following table shows the breakout of the local secured assessed valuation, excluding tax-exempt
property, and parcels by land use in the District for fiscal year 2004-05.

Table 9

BASSETT UNIFIED SCHOOL DISTRICT
ASSESSED VALUATION AND PARCELS BY LAND USE

2004-05 % of % of
Assessed Valuation (1) Total No. of Parcels Total
Non-Residential:
Agricultural $ 805257 0.07% 3 0.05%
Commercial 49.265.377 4.23 106 1.89
Vacant Commercial 4,607,727 0.40 28 0.50
Industrial 332.485.601 28.56 122 2.18
Vacant Industrial 9.487.949 0.81 46 0.82
Government/Social/Institutional 25,223,001 2.17 23 0.41
Miscellaneous 4,733.812 041 95 1.69
Subtotal Non-Residential $426,608,724 36.64% 423 7.54%
Residential:
Single Family Residence $681.187.312 58.51% 4.906 87.48%
Condominium/Townhouse 9.568.682 0.82 73 1.30
Mobile Home Park 4,012,645 0.34 4 0.07
2-4 Residential Units 21,105,212 1.81 109 1.94
5+ Residential Units/Apartments 16,824,943 1.45 13 0.23
Vacant Residential 4,955,322 0.43 __ 80 _1.43
Subtotal Residential $737.654.116 63.36% 5.185 92.46%
Total $1.164.262,840 100.00% 5.608 100.00%

(1) Local Secured Assessed Valuation, excluding tax-exempt property.

Source: California Municipal Statistics, Inc.
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Tax Rates

There are a total of 88 tax rate areas in the District. The following table summarizes the total ad valorem
tax rates levied by all taxing entities in one typical tax rate area for the current and preceding five fiscal years.

Table 10

BASSETT UNIFIED SCHOOL DISTRICT
TYPICAL TOTAL TAX RATES PER $100 ASSESSED VALUATION (TRA 2179)

1999-00 2000-01 2001-02 2002-03 2003-04  2004-05

City of Industry 797500  .795000 .792500 .790000 .787500  .787500
Los Angeles County 001422  .001314 001128 001033 .000992  .000923
Mt. San Antonio Community College- - - 019460 .015246  .014731
Los Angeles County Flood Control 001765  .001552 .001073 .000881 .000462  .000245
Metropolitan Water District .008900  .008800 .007700 006700 .006100  .005800
General 1.000000 1.000000  1.000000  1.000000 1.000000 1.000000

Total 1.809587 1.806666  1.802401 1.818074 1.810300 1.809199

Source: California Municipal Statistics, Inc.

DISTRICT DEBT STRUCTURE

Long-Term Debt

A schedule of changes in long-term debt for the year ended June 30, 2004 is shown below:

Balance Balance June 30,
July 1, 2003 Additions Deductions 2004
Certificates of Participation $10.320,000 $o $1.012,172 $9.307.828
Accrued Vacation 352.538 2,936 0 355.474
Total $10.672.538 $2.936 $1.012.172 $9.663.302

Source: Bassett Unified School District.
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DIRECT AND OVERLAPPING DEBT

The direct and overlapping debt of the District as of December 1, 2004 is shown in the following direct and
overlapping debt report (the “Debt Report™) prepared by California Municipal Statistics, Inc. The Debt Report is
included for general information purposes only. The District has not reviewed the Debt Report for completeness or
accuracy and makes no representation in connection therewith. Self-supporting revenue bonds, tax allocation bonds
and non-bonded capital lease obligations are excluded from the Debt Report.

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

The contents of the Debt Report are as follows: (1) the first column indicates the public agencies which
have outstanding debt as of the date of the Debt Report and whose territory overlaps the District: (2) the second
column shows the respective percentage of the assessed valuation of the overlapping public agencies identified in
column 1 which is represented by property located in the District; and (3) the third column is an apportionment of
the dollar amount of each public agency’s outstanding debt (which amount is not shown in the table) to property in
the District, as determined by multiplying the total outstanding debt of each agency by the percentage of the
District’s assessed valuation represented in column 2.
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Table 11

BASSETT UNIFIED SCHOOL DISTRICT
DIRECT AND OVERLAPPING BONDED DEBT

AS OF DECEMBER 1, 2004

2004-05 Assessed Valuation:
Redevelopment Incremental Valuation:
Adjusted Assessed Valuation:

$1.265,752,083
294,948
$1.265.457.135

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT:

Los Angeles County

Los Angeles County Flood Control District

Metropolitan Water District

Mt. San Antonio Community College District

Bassett Unified School District

City of Industry

Los Angeles County Regional Park and Open Space Assessment District
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT

OVERLAPPING GENERAL FUND OBLIGATION DEBT:

Los Angeles County General Fund Obligations

Los Angeles County Pension Obligations

Los Angeles County Superintendent of Schools Certificates of Participation

Bassett Unified School District Certificates of Participation

City of Baldwin Park General Fund Obligations

City of Industry General Fund Obligations

City of West Covina General Fund Obligations

Los Angeles County Sanitation District No. 15 Authority

Los Angeles County Sanitation District No. 22 Authority

San Gabriel Valley Mosquito Abatement District Certificates of Participation
TOTAL GROSS OVERLAPPING GENERAL FUND OBLIGATION DEBT

Less:

from leasehold revenues on properties in Marina Del Rey)
TOTAL NET OVERLAPPING GENERAL FUND OBLIGATION DEBT

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

(1) Based on 2003-04 ratios.
(2) Excludes general obligation bonds to be sold.

Los Angeles County Certificates of Participation (100% self-supporting

% Applicable (1) Debt 12/1/04
0.189% $ 44,358
0.186 253,286
0.098 381,328
3.229 3,356,546

100. -
35.706 76.637,573
0.189 674.059
$81.347,150

0.189% $ 2.596.706
0.189 2,496,411
0.189 44,919
100. 9,770,000
0.752 117.124
35.706 3,875.886
0.010 4,488
3.963 1,730,070
0.099 22.025
1.427 14.341
$20,671,970

104.602

$20,567.368

$102,019.120
$101.914.518

(2)

(3)

(3) Excludes tax and revenue anticipation notes, revenue, mortgage revenue and tax allocation bonds and non-bonded

capital lease obligations.

Ratios to 2004-05 Assessed Valuation:
Direct Debt - %
Total Direct and Overlapping Tax and Assessment Debt... 6.43%

Ratios to Adjusted Assessed Valuation:

Combined Direct Debt (89,770,000) 0.77%
Gross Combined Total Debt.....cccouueieieieerinniieininiineneennnens 8.06%
Net Combined Total Debt ...cooveieieieeceiiiinnrinninnieeeciannenee 8.05%

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

Source: California Municipal Statistics, Inc.
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TAX MATTERS

General

In the opinion of Burke, Williams & Sorensen, LLP, Los Angeles. California. Bond Counsel, based on
existing law and assuming compliance with certain covenants in the Resolution and the Tax Certificate executed by
the District on the Closing Date for the Bonds and the requirements of the Internal Revenue Code of 1986, as
amended (the “Code”), regarding the use, expenditure and investment of proceeds of the Bonds and the timely
payment of certain investment earnings to the United States, interest on the Bonds is not includable in the gross
income of the owners of the Bonds for federal income tax purposes. Failure to comply with such covenants and
requirements may cause interest on the Bonds to be included in gross income retroactively to the date of issuance of
the Bonds.

In the further opinion of Bond Counsel, interest on the Bonds is not treated as an item of tax preference in
calculating the federal alternative minimum taxable income of individuals and corporations. Interest on the Bonds,
however, is included as an adjustment in the calculation of federal corporate alternative minimum taxable income
and may therefore affect a corporation’s alternative minimum tax liability.

Ownership of, or the receipt of interest on, tax-exempt obligations may result in collateral tax consequences
to certain taxpayers. including, without limitation, financial institutions. property and casualty insurance companies,
certain foreign corporations doing business in the United States. certain S corporations with excess passive income,
individual recipients of Social Security or Railroad Retirement benefits, taxpayers that may be deemed to have
incurred or continued indebtedness to purchase or carry tax-exempt obligations and taxpayers who may be eligible
for the earned income tax credit. Bond Counsel expresses no opinion with respect to any collateral tax
consequences and. accordingly, prospective purchasers of the Bonds should consult their tax advisors as to the
applicability of any collateral tax consequences.

Certain requirements and procedures contained or referred to in the Resolution or other documents
pertaining to the Bonds may be changed, and certain actions may be taken under the circumstances and subject to
the terms and conditions set forth in such documents, upon the advice or with the approving opinion of counsel
nationally recognized in the area of tax-exempt obligations. Bond Counsel renders no opinion as to the exclusion
from gross income on the Bonds for federal income tax purposes in the event an action is taken or omitted to be
taken relating to such covenants or requirements upon the approval of counsel other than Bond Counsel.

Legislation affecting municipal obligations is continually being considered by the United States Congress.
There can be no assurance that legislation enacted after the date of issuance of the Bonds will not have an adverse
effect on the tax-exempt status of the Bonds. Legislation or regulatory actions and proposals may also affect the
economic value of tax exemption or the market price of the Bonds.

In the further opinion of Bond Counsel, interest on the Bonds is exempt from personal income taxes
imposed by the State of California. A copy of the proposed form of opinion of Bond Counsel is attached hereto as
Appendix G.

Original Issue Discount

The initial public offering price of certain of the Bonds (collectively, the “Discount Bonds™) may be less
than the principal amount of the Discount Bonds. The difference between the principal amount of a Discount Bond
and its initial public offering price is original issue discount. Original issue discount on a Discount Bond accrues
over the term of such Discount Bond at a constant interest rate. To the extent it has accrued, original issue discount
on a Discount Bond is treated as interest excludable from gross income for federal income tax purposes under the
conditions and limitations described above. The amount of original issue discount that accrues on a Discount Bond
in each year is not an item of tax preference for purposes of calculating federal alternative minimum taxable income,
but is included as an adjustment in the calculation of federal corporate alternative minimum taxable income and may
therefore affect a corporation’s alternative minimum tax liability. Additionally, such accrued original issue discount
is taken into account in determining the distribution requirements of certain regulated investment companies.
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Consequently, owners of Discount Bonds should be aware that the accrual of original issue discount in each year
may result in an alternative minimum tax liability, additional distribution requirements or other collateral federal
income tax consequences although the owner may not have received cash in such year.

The accrual of original issue discount on a Discount Bond will increase the owner’s adjusted basis in such
Discount Bond. This will affect the amount of taxable gain or loss realized by the owner of the Discount Bond upon
the redemption. sale or other disposition of such Discount Bond. The effect of the accrual of original issue discount
on the federal income tax consequences of a redemption. sale or other disposition of a Discount Bond that is not
purchased at the initial public offering price may be determined according to rules that differ from those described
above. Owners of Discount Bonds should consult their tax advisors with respect to the precise determination for
federal income tax purposes of the amount of original issue discount that properly accrues with respect to the
Discount Bonds. other federal income tax consequences of owning and disposing of the Discount Bonds and any
state and local tax consequences of owning and disposing of the Discount Bonds.

Original Issue Premium

Certain of the Bonds may be purchased in the initial offering for an amount in excess of their principal
amount (hereinafter, the “Premium Bonds™). The excess of the tax basis of a purchaser of a Premium Bond (other
than a purchaser who holds a Premium Bond as inventory, stock in trade or for sale to customers in the ordinary
course of business) over the principal amount of such Premium Bond is “bond premium.” Bond premium is
amortized for federal income tax purposes over the term of a Premium Bond based on the purchaser’s yield to
maturity in the Premium Bond. except that in the case of a Premium Bond callable prior to its stated maturity, the
amortization period and the yield may be required to be determined on the basis of an earlier call date that results in
the lowest yield on such Premium Bond. A purchaser of a Premium Bond is required to decrease his or her adjusted
basis in such Premium Bond by the amount of bond premium attributable to each taxable year in which such
purchaser holds such Premium Bond. The amount of bond premium attributable to a taxable year is not deductible
for federal income tax purposes: however, bond premium is treated as an offset to qualified stated interest on such
Premium Bonds. Purchasers of Premium Bonds should consult their tax advisors with respect to the precise
determination for federal income tax purposes of the amount of bond premium attributable to each taxable year and
the effect of bond premium on the sale or other disposition of a Premium Bond. and with respect to the state and
local tax consequences of owning and disposing of a Premium Bond.

LEGAL MATTERS

Continuing Disclosure

The District has covenanted for the benefit of the holders and beneficial owners of the Bonds to provide
certain financial information and operating data relating to the District (the “Annual Report™) by not later than nine
months following the end of the District’s fiscal year (currently ending June 30). commencing with the report for
Fiscal Year 2004-05. and to provide notices of the occurrence of certain enumerated events, if material. The Annual
Report will be filed by the District with each Nationally Recognized Municipal Securities Information Repository,
and with the State information repository, if any. The notices of material events will be filed by the District with
each Nationally Recognized Municipal Securities Information Repository or with the Municipal Securities
Rulemaking Board, and with the 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 set forth in APPENDIX C — “PROPOSED
FORM OF CONTINUING DISCLOSURE CERTIFICATE” attached hereto. These covenants have been made in
order to assist the Underwriters in complying with Securities and Exchange Commission Rule 15¢2-12(b)(5) (the
“Rule™). The District has never failed to comply in all material respects with any previous undertakings with regard
to the Rule to provide annual reports or notices of material events.

Limitation on Remedies
Enforceability of the rights and remedies of the owners of the Bonds, and the obligations incurred by the

District, may become subject to the federal bankruptcy code and applicable bankruptcy, insolvency, reorganization,
arrangement, moratorium, or similar laws relating to or affecting the enforcement of creditor’s rights generally, now
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or hereafter in effect, equity principles which may limit the specific enforcement under State law of certain
remedies, the exercise by the United States of America of the powers delegated to it by the Constitution, the
reasonable and necessary exercise, in certain exceptional situations, of the police powers inherent in the sovereignty
of the State and its governmental bodies in the interest of serving a significant and legitimate public purpose and the
limitations on remedies against joint powers authorities in the State. Bankruptcy proceedings, or the exercise of
powers by the federal or State government, if initiated, could subject the owners of the Bonds to judicial discretion
and interpretation of their rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation,
or modification of their rights.

On January 24, 1996, the United States Bankruptcy Court for the Central District of California held in the
case of County of Orange v. Merrill Lynch that a California statute providing for a priority of distribution of
property held in trust conflicted with, and was preempted by, federal bankruptcy law. In that case, the court
addressed the priority of the disposition of moneys held in a county investment pool upon bankruptcy of the county
and held that a state statute purporting to create a priority secured lien on a portion of such moneys was ineffective
unless such funds could be traced. The County on behalf of the District is expected to be in possession of the annual
ad valorem taxes and certain funds to repay the Bonds and may invest these funds in the County’s Treasury Pool.
See APPENDIX D — “LOS ANGELES COUNTY TREASURY POOL™ attached hereto. Accordingly. in the event
the District or the County were to petition for the adjustment of its debts under Chapter 9 of the federal bankruptcy
code, a court might hold that the owners of the Bonds do not have a valid lien on the taxes when collected and
deposited in the Debt Service Fund where such amounts are deposited in the Treasury Pool, and such lien may not
provide the Bond owners with a priority interest in such amounts. In that circumstance, unless such owners could
“trace” the funds, the owners would be only unsecured creditors of the District. There can be no assurance that the
Owners could successfully so “trace™ such taxes on deposit in the Debt Service Fund where such amounts are
invested in the Treasury Pool.

Litigation

No litigation is pending or threatened concerning the validity of the Bonds. and a certificate (or certificates)
to that effect will be furnished to purchasers at the time of the original delivery of the Bonds. The District is not
aware of any litigation pending or threatened questioning the political existence of the District or contesting the
District’s ability to receive ad valorem taxes or to collect other revenues or contesting the District’s ability to issue
and retire the Bonds.

There are a number of lawsuits and claims pending against the District. In the opinion of the District, the
aggregate amount of the uninsured liabilities of the District under these lawsuits and claims will not materially affect
the finances of the District.

Legal Opinion

The validity of the Bonds and certain other legal matters are subject to the approving opinion of Burke,
Williams & Sorensen. LLP, Los Angeles, California, Bond Counsel. The proposed form of Bond Counsel opinion
is contained in APPENDIX G attached hereto.

MISCELLANEOUS
Ratings

Standard & Poor’s is expected to assign a rating of “AAA”™ to the Bonds, with the understanding that, upon
delivery of the Bonds, the Policy will be issued by the Financial Security. Standard & Poor’s has assigned an
underlying rating of “A-" to the Bonds. Such ratings reflect only the views of such organization and any desired
explanation of the significance of such ratings should be obtained from the rating agency at the following address:
Standard & Poor’s Ratings Group, 55 Water Street., 38" Floor, New York, New York 10041. Generally, a rating
agency bases its rating on the information and materials furnished to it and on investigations, studies and
assumptions of its own. There is no assurance such ratings will continue for any given period of time or that such
ratings will not be revised downward or withdrawn entirely by the rating agency, if in the judgment of the rating
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agency, circumstances so warrant. Any such downward revision or withdrawal of such ratings may have an adverse
effect on the market price of the Bonds.

Professionals Involved in the Offering

Burke. Williams & Sorensen. LLP is acting as Bond Counsel and Disclosure Counsel with respect to the
Bonds. Certain matters will be passed on for the Underwriter by Stradling Yocca Carlson & Rauth, a Professional
Corporation, San Francisco, California. Bond Counsel and Disclosure Counsel will receive compensation from the
District contingent upon the sale and delivery of the Bonds.

Verification Agent

Upon execution and delivery of the Bonds, Causey. Demgen & Moore, Inc.. Denver, Colorado, will deliver
a report stating that the firm has verified the sufficiency of the Escrow Fund established to pay the 1999 Certificates
in full on the dates of payment or prepayment thercof.

Underwriting

Subject to the terms and conditions of the Bond Purchase Agreement dated February 17, 2005, George K.
Baum & Company (the “Underwriter™), has agreed to purchase the Bonds at an underwriter’s discount of
$136.920.97 from the initial public offering prices set forth on the inside cover page of this Official Statement. The
Bonds may be offered and sold by the Underwriter to certain dealers and others at prices lower than such public
offering prices. and such public offering prices may be changed from time to time by the Underwriter.

Additional Information

The purpose of this Official Statement is to supply information to prospective buyers of the Bonds.
Quotations from and summaries and explanations of the Bonds, the Resolution providing for issuance of the Bonds,
and the constitutional provisions. statutes and other documents described herein do not purport to be complete, and
reference is made to said documents, constitutional provisions and statutes for full and complete statements of their
provisions.

Any statements in this Official Statement involving matters of opinion, whether or not expressly so stated.

are intended as such and not as representations of fact. This Official Statement is not to be construed as a contract or
agreement between the District and the purchasers or owners of any of the Bonds.

Execution and Delivery

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

BASSETT UNIFIED SCHOOL DISTRICT

By:_/s/ Robert Watanabe
Robert Watanabe
Superintendent
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APPENDIX A

EXCERPTS FROM FINANCIAL STATEMENTS OF THE DISTRICT
FOR THE FISCAL YEAR ENDED JUNE 30, 2003



(This Page Intentionally Left Blank)



BASSETT
UNIFIED SCHOOL DISTRICT

ANNUAL FINANCIAL REPORT

JUNE 30, 2003
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APPENDIX B
BOOK-ENTRY ONLY SYSTEM

The information in the following section entitled “DTC’s Book-Entry System” has been provided by DTC
for use in securities offering documents, and the District takes no responsibility for the accuracy or completeness
thereof. The District cannot and does not give any assurances that DTC, DTC Participants or Indirect Participants
will distribute to the Beneficial Owners either (a) payments of interest, principal or premium, if any, with respect to
the Bonds or (b) certificates representing ownership interest in or other confirmation of ownership interest in the
Bonds, or that they will so do on a timely basis or that DTC, DTC Participants or DTC Indirect Participants will act
in the manner described in this Official Statement. The current “Rules™ applicable to DTC are on file with the
Securities and Exchange Commission and the current “Procedures™ of DTC to be followed in dealing with DTC
Participants are on file with DTC.

DTC’s Book-Entry System

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the
Bonds. The Bonds will be issued as fully registered Bonds registered in the name of Cede & Co. (DTC’s
partnership nominee) or such other name as may be requested by an authorized representative of DTC. One fully
registered Note certificate will be issued for the Bonds, in the aggregate principal amount of such issue, and will be
deposited with DTC.

DTC. the world’s largest depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization™ within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation™ within the meaning of the New York Uniform Commercial Code,
and a “clearing agency™ registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues. and money market instruments from over 85 countries that DTC’s participants
(“Direct Participants™) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants
of sales and other securities transactions in deposited securities. through electronic computerized book-entry
transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers. banks, trust
companies. clearing corporations and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC™). DTCC, in turn, is owned by a number of Direct Participants

of DTC and Members of the National Securities Clearing Corporation, Government Securities Clearing Corporation,
MBS Clearing Corporation. and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC, and EMCC, also

subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and
the National Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as
both U.S. and non-U.S. securities brokers and dealers. banks, trust companies and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants™). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are
on file with the Securities and Exchange Commission. More information about DTC can be found at
www.dtcc.com.

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

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

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

Principal and interest payments with respect to the Bonds will be made to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts upon DTC's receipt of funds and corresponding detail information from the District or Paying
Agent, on the payable date in accordance with their respective holdings shown on DTC’s records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case
with securities held for the accounts of customers in bearer form or registered in “street name.” and will be the
responsibility of such Participant and not of DTC, the Paying 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 Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the District
or the Paying Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving
reasonable notice to the Paying Agent and the District. Under such circumstances. in the event that a successor
depository is not obtained. physical certificates are required to be printed and delivered as described in the County
Resolution.

The District may decide to discontinue use of the system of book-entry transfers through (DTC) (or a
successor securities depository). In the event the District and the Paying Agent determine not to continue the DTC
book-entry only system, or DTC determines to discontinue its services with respect to the Bonds and the District
does not select another qualified securities depository, the Note Certificates will be printed and delivered as
described in the County Resolution.

In the event that the book-entry system is discontinued, the following provisions would also apply:
(a) Bonds may be exchanged for a like aggregate principal amount of Bonds or other authorized denominations of
the same maturity and interest rate, upon surrender thereof at the corporate trust office of the Paying Agent in Los
Angeles, California; (b) the transfer of any Note may be registered on the books maintained by the Paying Agent
under the County Resolution for such purpose only upon the surrender thereof to the Paying Agent together with a
duly executed written instrument of transfer in a form approved by the Paying Agent; (c) for every exchange or
transfer of Bonds, the Paying Agent shall require the payment by any owner requesting such transfer or exchange of
any tax or other governmental charge required to be paid with respect to such exchange or registration of transfer;
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(d) all interest payments on the Bonds will be made by wire or check mailed by the Paying Agent to the owners
thereof to such owner’s address as it appears on the registration books maintained by the Paying Agent on the 15th
day of the month preceding such Interest Payment Date: and (e) all payments of principal of and any premium on
the Bonds will be paid upon surrender thereof at the corporate trust office of the Paying Agent in Los Angeles,
California.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS NOMINEE OF
DTC, REFERENCES HEREIN TO THE BONDHOLDERS, HOLDERS OR REGISTERED OWNERS OF
THE BONDS SHALL MEAN CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE
BENEFICIAL OWNERS OF THE BONDS.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that
the District believes to be reliable, but the District takes no responsibility for the accuracy thereof.
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APPENDIX C
PROPOSED FORM OF CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate™) is executed and delivered by the
Bassett Unified School District (the “District™) in connection with the issuance of $12,363,351.50 Bassett Unified
School District (County of Los Angeles, California) General Obligation Bonds, Election of 2004, Series 2005 A (the
“Bonds™). The Bonds are being issued pursuant to a resolution of the District adopted on January 20, 2005 and a
resolution of the County of Los Angeles adopted on February 8, 2005 (collectively, the “Resolution™). The District
covenants and agrees as follows:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate 1s being executed and
delivered by the District for the benefit of the Holders and Beneficial Owners of the Bonds and in order to assist the
Participating Underwriter in complying with SEC Rule 15¢2-12(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.

“Beneficial Owner” shall mean any person which (a) has the power, directly or indirectly, to vote or
consent with respect to, or to dispose of ownership of. any Bonds (including persons holding Bonds through
nominees, depositories or other intermediaries).

“Dissemination Agent™ shall mean initially the District, or any successor Dissemination Agent designated
in writing by the District (which may be the District) and which has filed with the District a written acceptance of
such designation.

“Holder™ or “Holders™ shall mean registered owners of the Bonds.

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

“National Repository™ shall mean any Nationally Recognized Municipal Securities Information Repository
certified from time to time by the Securities and Exchange Commission to be the recipient of information of the

nature of the reports required by this Disclosure Certificate.

“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 15¢2-12(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™ shall mean the State of California.
“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 and recognized as such by the Securities and Exchange Commission. As of
the date of this Agreement, there is no State Repository.
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SECTION 3. Provision of Annual Reports.

(a) The District shall, or shall cause the Dissemination Agent to, not later than nine months after the
end of the District’s fiscal year (which currently is June 30). commencing with the report for the 2003-2004 Fiscal
Year, provide to each 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; provided that if the audited financial statements of the District are not available by the date required
above for the filing of the Annual Report, the District shall submit unaudited financial statements and submit the
audited financial statements as soon as available. If the District’s fiscal year changes, it shall give notice of such
change in the same manner as for a Listed Event under Section 5(c).

(b) Not later than fifieen (15) business days prior to the date specified in subsection (a) above for
providing the Annual Report to Repositories, the District (if the Dissemination Agent is other than the District) shall
provide the Annual Report to the Dissemination Agent. If by such date. the Dissemination Agent has not received a
copy of the District’s Annual Report. the Dissemination Agent shall contact the District to determine if the District
is in compliance with the first sentence of this subsection.

(©) If the Dissemination Agent is unable to verify that the Annual Report of the District is available to
provide to the Repositories by the date requested in subsections (a) and (b) of this Section, the Dissemination Agent
shall send a notice to the Municipal Securities Rulemaking Board and the State Repository, if any. in substantially
the form attached as Exhibit A.

(d) The Dissemination Agent shall:

(i)  determine each year prior to the date for providing the Annual Report the name and
address of each National Repository and each State Repository, if any: and

(i)  if the Dissemination Agent is other than the District, file a report with the District
certifying that the Annual Report has been provided pursuant to this Disclosure Certificate, stating the date
it was provided and listing all the Repositories to which it was provided.

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

(a) Audited financial statements of the District for the preceding fiscal year, prepared in accordance
with generally accepted accounting principles as applicable to governmental entities as promulgated by the
Governmental Accounting Standards Board. If the District’s audited financial statements are not available by the
time the Annual Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain unaudited
financial statements in a format similar to the financial statements contained in the final Official Statement. and the
audited financial statements shall be filed in the same manner as the Annual Report when they become available.

(b) To the extent not contained in the audited financial statements filed pursuant to the preceding
clause (a), the Annual Report shall contain information showing:

(i) The adopted general fund budget of the District for the current fiscal year.

(ii) The average daily attendance in District schools on an aggregate basis for the preceding
fiscal year.

(i) The assessed value of taxable property in the District as shown on the most recent
equalized assessment roll.



(iv) The top twenty property owners in the District for the then-current fiscal year, as
measured by secured assessed valuation, the amount of their respective taxable values, and their percentage
of total secured assessed value.

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

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

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the District shall give. or cause to be given, notice of
the occurrence of any of the following events with respect to the Bonds, if material:

1. principal and interest payment delinquencies;

2. non-payment related defaults;

3. modifications to rights of Bondholders:

4. optional, contingent or unscheduled bond calls:

5. defeasances:

6. rating changes;

7. adverse tax opinions or events affecting the tax-exempt status of the Bonds:

8. unscheduled draws on the debt service reserves, if any, reflecting financial difficulties:

9. unscheduled draws on any credit enhancement facility reflecting financial difficulties:

10. substitution of the provider of any credit enhancement facility or any failure by said provider to

perform on any credit enhancement facility: and
1. release, substitution or sale of property securing repayment of the Bonds.

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

(c) If the District determines that knowledge of the occurrence of a Listed Event would be material
under applicable Federal securities laws, the District shall promptly file a notice of such occurrence with each
Repository. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(4) and (5) need not
be given under this subsection any earlier than the notice (if any) of the underlying event is given to Holders of
affected Bonds pursuant to the Resolution.

SECTION 6. 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. If such
termination occurs prior to the final maturity of the Bonds, the District shall give notice of such termination in the
same manner as for a Listed Event under Section 5(c).
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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 or waive any provision of this Disclosure Certificate only if:

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4. or 5(a), it may
only be made in connection with a change in circumstances that arises from a change in legal requirements.
change in law. or change in the identity. nature or status of an obligated person with respect to the Bonds.
or the type of business conducted; and

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

() The amendment of waiver either (i) is approved by the Owners of the Bonds in the same
manner as provided in the Resolution with the consent of Owners, or (ii) does not, in the opinion of
nationally recognized bond counsel, materially impair the interests of the Owners or Beneficial Owners of
the Bonds.

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the District shall
describe such amendment in the next Annual Report. and shall include. as applicable, a narrative explanation of the
reason for the amendment or waiver and its impact on the type (or in the case of a change of accounting principles,
on the presentation) of financial information or operating data being presented by the District. In addition. if the
amendment relates to the accounting principles to be followed in preparing financial statements, (i) notice of such
change shall be given in the same manner as for a Listed Event under Section 5(c), and (ii) the Annual Report for the
year in which the change is made should present a comparison (in narrative form and also. if feasible. in quantitative
form) between the financial statements as prepared on the basis of the new accounting principles and those prepared
on the basis of the former accounting principles.

SECTION 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.

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

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

Date:

BASSETT UNIFIED SCHOOL DISTRICT

By:
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EXHIBIT A
FORM OF NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT
Name of District: Bassett Unified School District

Name of Bond Issue: Bassett Unified School District (County of Los Angeles, California) General
Obligation Bonds, Election of 2004, 2005 Series A

Date of Issuance: , 2005

NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with respect to the
above-named Bonds as required by Section4 of the Continuing Disclosure Certificate of the District. dated
. [The District anticipates that the Annual Report will be filed by ]

Dated:

BASSETT UNIFIED SCHOOL DISTRICT

By:

as Dissemination Agent
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APPENDIX D
LOS ANGELES COUNTY TREASURY POOL

The Treasurer and Tax Collector of the County of Los Angeles (the “Treasurer”) manages, in accordance
with California Government Code Section 53600 et seq., funds deposited with the Treasurer by County school and
community college districts, various special districts and some cities. State law generally requires that all moneys
of the County, school districts and certain special districts be held in the County's Treasury Pool as described
below. The composition and value of investments under management by in the Treasury Pool vary from time to
time, depending on the cash flow needs of the County and the other public agencies invested in the Treasury Pool,
the maturity or sale of investments, purchase of new securities and fluctuations in interest rates generally.

Los Angeles County Pooled Surplus Investments

The Treasurer and Tax Collector (the “Treasurer™) of Los Angeles County has the delegated authority to
invest funds on deposit in the County Treasury (the “Treasury Pool™). As of December 31, 2004, investments in the
Treasury Pool were held for local agencies including school districts, community college districts. special districts
and discretionary depositors such as cities and independent districts in the following amounts:

Invested Funds
Local Agency (in billions)
County of Los Angeles and Special Districts $ 7.862
Schools and Community Colleges 8.484
Independent Public Agencies 1.251
Total $17.597

Of these entities. the involuntary participants accounted for approximately 92.88%. and all discretionary
participants accounted for 7.12% of the total treasury pool.

Decisions on the investment of funds in the Treasury Pool are made by the County Investment Officer in
accordance with established policy, with certain transactions requiring the Treasurer’s prior approval. In Los
Angeles County, investment decisions are governed by Chapter 4 (commencing with Section 53600) of Part 1 of

Division 2 of Title 5 of the California Government Code. which governs legal investments by local agencies in the
State of California. and by a more restrictive Investment Policy developed by the Treasurer and adopted by the Los

Angeles County Board of Supervisors on an annual basis. The Investment Policy adopted on February 3. 2004.
reaffirmed the following criteria and order of priority for selecting investments:

1. Safety of Principal
2. Liquidity
3. Return on Investment

The Treasurer prepares a monthly Report of Investments (the “Investment Report™) summarizing the status
of the Treasury Pool. including the current market value of all investments. This report is submitted monthly to the
Board of Supervisors for formal action to approve it. According to the Investment Report dated January 24, 2005.
the December 31, 2004 book value of the Treasury Pool was approximately $17.597 biilion and the corresponding
market value was approximately $17.558 billion.

An internal controls system for monitoring cash accounting and investment practices is in place. The
Treasurer’s Compliance Auditor, who operates independently from the Investment Officer, reconciles cash and
investments to fund balances daily. They also review each investment trade for accuracy and compliance with the
Board adopted Investment Policy. The County Auditor-Controller’s Office performs similar cash and investment
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reconciliation on a quarterly basis and regularly reviews investment transactions for conformance with the approved
policies. Additionally. the County’s outside independent auditor annually accounts for all investments.

The Treasury Pool is highly liquid. As of December 31, 2004 approximately 54.25% of the pool
investments mature within 60 days. with an average of 175.27 days to maturity for the entire portfolio. The
following table identifies the types of securities held by the Pool as of December 31. 2004.

Type of Investment % of Pool
U.S. Government and Agency Obligations 47.81
Certificates of Deposit 17.66
Commercial Paper 27.44
Bankers Acceptances 0.00
Municipal Obligations 0.15
Corporate Notes & Deposit Notes 6.26
Asset Backed Instruments 0.00
Repurchase Agreements 0.68
Other 0.00

Effective January 1, 1996, Section 27131 of the Government Code requires all counties investing surplus
funds to establish a County Treasury Oversight Committee. On January 16, 1996, the Board of Supervisors
approved the establishment of the County Treasury Oversight Committee and subsequently confirmed the five
Committee members nominated by the Treasurer in accordance with that Section. The Committee, which meets
quarterly, is required to review and monitor for compliance the investment policies prepared by the Treasurer.
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FORM OF MUNICIPAL BOND INSURANCE POLICY
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Bassett Unified School District
(Los Angeles County, California)

General Obligation Bonds, 2004 Election, Series 2005A

Table of Accreted Values

Settlement 3/10/2005

Maturity Date 8/1/2016

Maturity Amount 450,000

Yield to Maturity 5.150%

Original $Price 56.032

Original Principal 252,144.00

2,801.60

Period Total Accreted Vaiue Accreted
Ending Accreted Value per $5,000 Price
8/1/2005 257,216.57 2,857.96 57.159
2/1/2006 263,839.90 2,931.55 58.631
8/1/2006 270,633.78 3,007.04 60.141
2/1/2007 277,602.60 3,084 .47 61.689
8/1/2007 284,750.87 3,163.90 63.278
2/1/2008 292,083.20 3,245.37 . 64.907
8/1/2008 299,604.34 3,328.94 66.579
2/1/2009 307,319.15 3,414.66 68.293
8/1/2009 315,232.62 3,502.58 70.052
2/1/2010 323,349.86 3,592.78 71.856
8/1/2010 331,676.12 3,685.29 73.706
2/1/2011 340,216.78 3,780.19 75.604
8/1/2011 348,977.36 3,877.53 77.551
2/1/2012 357,963.53 3,977.37 79.547
8/1/2012 367,181.09 4,079.79 81.596
2/1/2013 376,636.00 4,184.84 83.697
8/1/2013 386,334.38 4,292.60 85.852
2/1/12014 396,282.49 4,403.14 88.063
8/1/2014 406,486.77 4,516.52 90.330
2/1/2015 416,953.80 4,632.82 92.656
8/1/2015 427,690.36 4,752.12 95.042
2/1/2016 438,703.39 4,874.48 97.490
8/1/2016 450,000.00 5,000.00 100.000
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Bassett Unified School District
(Los Angeles County, California)

General Obligation Bonds, 2004 Election, Series 2005A

Table of Accreted Values

Settlement 3/10/2005

Maturity Date 8/1/2017

Maturity Amount 500,000

Yield to Maturity 5.500%

Original $Price 51.051

Original Principal 255,255.00

2,552.55
Period Total Accreted Value Accreted
Ending Accreted Value per $5,000 Price
8/1/2005 260,739.05 2,607.39 52.148
2/1/2006 267,909.37 2,679.09 53.582
8/1/2006 275,276.88 2,752.77 55.055
2/1/2007 282,846.99 2,828.47 56.569
8/1/2007 290,625.28 2,906.25 58.125
2/1/2008 298,617.48 2,986.17 59.723
8/1/2008 306,829.46 3,068.29 61.366
2/1/2009 315,267.27 3,152.67 63.053
8/1/2009 323,937.12 3,239.37 64.787
2/1/2010 332,845.39 3,328.45 66.569
8/1/2010 341,998.64 3,419.99 68.400
2/1/2011 351,403.60 3,514.04 70.281
8/1/2011 361,067.20 3,610.67 72.213
2/1/2012 370,996.55 3,709.97 74.199
8/1/2012 381,198.95 3,811.99 76.240
2/1/2013 391,681.92 3,916.82 78.336
8/1/2013 402,453.18 4,024.53 80.491
2/1/2014 413,520.64 4,135.21 82.704
8/1/2014 424,892.46 4,248.92 84.978
2/1/2015 436,577.00 4,365.77 87.315
8/1/2015 448,582.87 4,485.83 89.717
2/1/2016 460,918.90 4,609.19 92.184
8/1/2016 473,594.17 4,735.94 94.719
2/1/2017 486,618.00 4,866.18 97.324
8/1/2017 500,000.00 5,000.00 100.000



Bassett Unified School District

{Los Angeies County, California)
General Obligation Bonds, 2004 Election, Series 2005A
Table of Accreted Values

Settlement 3/10/2005

Maturity Date 8/1/2018

Maturity Amount 550,000

Yield to Maturity 5.500%

Original $Price 48.355

Original Principal 265,952.50

2,417.75
Period Total  Accreted Value Accreted
Ending  Accreted Value per $5,000 Price
8/1/2005 271,665.88 2,469.69 49.394
2/1/2006 279,136.69 2,537.61 50.752
8/1/2006 286,812.95 2,607.39 52.148
2/1/2007 294,700.31 2,679.09 53.582
8/1/2007 302,804.56 2,752.77 55.055
2/1/2008 311,131.69 2,828.47 56.569
8/1/2008 319,687.81 2,906.25 58.125
2/1/2009 328,479.23 2,986.17 59.723
8/1/2009 337,512.41 3,068.29 61.366
2/1/2010 346,794.00 3,152.67 63.053
8/1/2010 356,330.83 3,239.37 64.787
2/1/2011 366,129.93 3,328.45 66.569
8/1/2011 376,198.50 3,419.99 68.400
2/1/2012 386,543.96 3,514.04 70.281
8/1/2012 397,173.92 3,610.67 72.213
2/1/2013 408,096.20 3,709.97 74.199
8/1/2013 419,318.85 3,811.99 76.240
2/1/2014 430,850.12 3,916.82 78.336
8/1/2014 442,698.49 4,024.53 80.491
2/1/2015 454,872.70 4,135.21 82.704
8/1/2015 467,381.70 4,248.92 84.978
2/1/2016 480,234.70 4,365.77 87.315
8/1/2016 493,441.15 4,485.83 89.717
2/1/2017 507,010.79 4,609.19 92.184
8/1/2017 520,953.58 4,735.94 94.719
2/1/2018 535,279.81 4,866.18 97.324
8/1/2018 550,000.00 5,000.00 100.000

F-4



APPENDIX G
PROPOSED FORM OF OPINION OF BOND COUNSEL

[Closing Date]

Governing Board
Bassett Unified School District
La Puente. California

$12.363.351.50
BASSETT UNIFIED SCHOOL DISTRICT
(COUNTY OF LOS ANGELES, CALIFORNIA)
GENERAL OBLIGATION BONDS,
ELECTION OF 2004, SERIES 2005 A

Members of the Governing Board:

We have acted as bond counsel to the Bassett Unified School District (the “District™) in connection with the issuance of
its $12.363.351.50 General Obligation Bonds, Election of 2004, Series 2005 A (the “Bonds™), as authorized by Title 1, Division
1, Part 10, Chapter 1.5 of the California Education Code, a 55% vote of the qualified electors of the District voting at an election
held on November 2, 2004, and a resolution adopted by the Board of Education of the District on January 20, 2005 and by the
Board of Supervisors of the County of Los Angeles on February 8, 2005 (collectively, the “Resolution™).

In our capacity as bond counsel. we have reviewed such documents, certificates, opinions and other matters to the extent
we deemed necessary to render the opinions set forth herein. As to questions of fact material to our opinion, we have relied upon
the certified proceedings and other certifications of public officials furnished to us without undertaking to verify the same by
independent investigation, and we have assumed. but have not independently verified, that the signatures on all documents.
certificates and opinions that we reviewed are genuine.

Based on the foregoing. and subject to the limitations and qualifications herein specified, as of the date hereof, and under
existing law. we are of the opinion that:

1. The Bonds constitute valid and binding general obligations of the District, payable solely from the proceeds of the
levy of ad valorem taxes on all property subject to such taxes in the District, which taxes are unlimited as to rate or amount.

2. Assuming continuing compliance by the District with certain covenants in the Resolution and other documents
pertaining to the Bonds and the requirements of the Internal Revenue Code of 1986, as amended. regarding the use. expenditure
and investment of the Bond proceeds and the timely payment of certain investment earnings to the United States. interest on the
Bonds is not includable in the gross income of the owners of the Bonds for federal income tax purposes. Failure of the District to
comply with such covenants and requirements may cause interest on the Bonds to become includable in gross income for federal
income tax purposes retroactive to their date of issuance.

3. Interest on the Bonds is not treated as an item of tax preference in calculating the federal alternative minimum
taxable income of individuals or corporations. Interest on the Bonds is. however, included as an adjustment in calculating federal
corporate alternative minimum taxable income and may therefore affect a corporation’s alternative minimum tax liability.

4. Interest on the Bonds is exempt from personal income taxes imposed by the State of California.

Other than as described herein, we have not addressed and we are not opining on the tax consequences to any person of
the investment in, or receipt of interest on, the Bonds. Specifically, we are rendering no opinion as to the exclusion from gross
income of the interest on the Bonds for federal income tax purposes in the event any action is taken or omitted to be taken relating
to certain requirements and procedures contained in the Resolution and other relevant documents upon the approval of counsel

other than ourselves.
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With respect to the opinions expressed herein, the rights of the owners of the Bonds and the enforceability thereof are
subject to bankruptcy, insolvency, reorganization, arrangement, moratorium and other laws affecting the enforcement of
creditors’ rights generally, to the application of equitable principles (regardless of whether such enforceability is considered in
equity or at law), to the exercise of judicial discretion in appropriate cases, and to the limitations on legal remedies against school
districts in the State of California.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and court decisions. Such
opinions may be adversely affected by actions taken or events occurring, including a change in law, regulation or ruling (or in the
application of official interpretation of any law, regulation or ruling) after the date hereof. We have not undertaken to determine,
or to inform any person, whether such actions are taken or such events occur, and we have no obligation to update this opinion in
light of such actions or events.

Respectfully submitted,
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George K. Baum & Company



