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SIERRA SANDS UNIFIED SCHOOL DISTRICT 
 

Board of Education 
Special Meeting 

 
December 2, 2009 

District Office Conference Room 
113 Felspar 

www.ssusd.org 
 
 
 
 

 
A  G  E  N  D  A 

 
CALL TO ORDER AND PLEDGE TO THE FLAG 12:00 noon 
     

Amy Covert 
Judy Dietrichson 
Bill Farris 
Tim Johnson 
Tom Pearl 
Kurt Rockwell, Vice President/Clerk 
Michael Scott, President 
 
Joanna Rummer, Superintendent 
 

MOMENT OF SILENCE 
 
1. ADOPTION OF AGENDA 
 
2. CONSTRUCTION ADMINISTRATION 
 

2.1 Adoption of Resolution #15 0910 Approving, Authorizing, and Directing Execution of 
Lease Financing Documents and Authorization and Directing Certain Actions with 
Respect Thereto 

 
The meeting of the board of education will temporarily adjourn to convene a meeting of the 
board of directors of the Inyo-Kern Schools Financing Authority.  The meeting of the board of 
education will reconvene at the end of the board of directors meeting. 
 
3. ADJOURNMENT 

We, the members of the Board of Education of the Sierra Sands Unified School District, are committed to providing 
the highest quality education in a safe environment to all K-12 students.  We believe the school shares with the family, 
church, and community the responsibility for developing life-long learners who are responsible, productive citizens. 
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SIERRA SANDS UNIFIED SCHOOL DISTRICT  DECEMBER 2, 2009 
 
 
2. CONSTRUCTION ADMINISTRATION 
 

2.1 Adoption of Resolution #15 0910 Approving, Authorizing, and Directing Execution of 
Lease Financing Documents and Authorization and Directing Certain Actions with Re-
spect Thereto (Goal #3, #4)     

 
BACKGROUND INFORMATION:  The American Recovery and Reinvestment Act 
(ARRA) allocated $750 million in eligibility to the State of California to in turn be 
designated to school districts in the form of investment purchaser tax credits, or Quali-
fied School Construction Bonds (QSCD), to provide up to $25 million in construction 
funds for California school districts.  The eligibility for these funds was determined by 
a lottery drawing conducted by the California Department of Education (CDE).  Ini-
tially designed as a fifteen (15) year interest free loan to school districts, very limited 
experience has shown that investors are requiring approximately two (2) percent inter-
est in addition to the tax credit.  The district is required to complete the authorization 
of this transaction by December 31, 2009 or be otherwise deemed ineligible for this 
opportunity.  The mechanism for acquiring the loan is in the form of Certificates of 
Participation (COPs), which the district has previously used, as example, the loan on 
the Sierra Vista Education Center.   

 
CURRENT CONSIDERATIONS:  A legal challenge has been raised regarding the 
CDE’s authority to conduct the lottery, which may not be resolved until after the De-
cember 31, 2009 deadline.  Nonetheless, the district has been advised to proceed as 
scheduled to avoid disqualification.  In essence, the district will incur construction 
debt of up to $25,000,000, yet more likely much less contingent upon the market at the 
time of sale and the district’s reasonable ability to repay the debt.   
 
Contained in this action are current drafts of several legal documents that comprise the 
overall action, each of which is a necessary part of the proposed lease-purchase financ-
ing to provide for the financing of certain capital improvements of the district using 
the using the Qualified School Construction Bond allocation.  The documents include 
the: 
 
• Trust Agreement; 
• Site Lease; 
• Lease Agreement; 
• Agency Agreement Certificate Purchase Contract; and the  
• Preliminary Official Statement.   
 
As the transaction progresses towards closing, there will be additional certificates and 
other documents, but the above listed documents constitute the framework for the deal.  
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Item 2.1, Construction Administration 2 DECEMBER 2, 2009 
QSCB Resolution   

 
FINANCIAL IMPLICATIONS:  The maximum limit for the loan has been set by law 
at $25 million.  Likely, the district will arrive at a much smaller denomination, contin-
gent on the market and reasonable ability to repay the loan.  This action calls for a to-
tal loan amount not to exceed $27,600,000 in two series.  However, the amount of the 
QSCB loan (actual construction project value) cannot exceed $25 million.  The addi-
tional $2,600,000 is contingent upon potential but currently not anticipated costs, in-
cluding but not limited to “municipal bond insurance.”   
 
The sources to repay the QSCB loan include two primary revenue and two secondary 
revenue streams, all solely limited for facilities uses.  They are 

 
• delayed state matching funds to which the district is currently entitled; 
• the next sale of Measure “A” funds; 
• interest earned on the sources above; and 
• funds from the Inyo-Kern Schools Financing Authority as needed 
 
Please be aware that this opportunity represents a totally new concept in the school 
construction financing arena and the district is a leading participant. 
 
SUPERINTENDENT’S RECOMMENDATION:  It is recommended that the board 
adopt Resolution #15 0910 approving, authorizing, and directing execution of lease fi-
nancing documents and authorizing and directing certain actions with respect thereto, 
as presented.  
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75847050.3   

RESOLUTION NO. 15 0910 

A RESOLUTION OF THE BOARD OF EDUCATION OF  
SIERRA SANDS UNIFIED SCHOOL DISTRICT (KERN COUNTY), 

APPROVING, AUTHORIZING AND DIRECTING 
EXECUTION OF LEASE FINANCING DOCUMENTS 

AND AUTHORIZING AND DIRECTING 
CERTAIN ACTIONS WITH RESPECT THERETO 

WHEREAS, the Board of Education (the “Board”) of the Sierra Sands Unified School 
District (the “District”) is authorized pursuant to the Education Code of the State of California to 
provide for the execution and delivery of certificates of participation, each of which will 
evidence proportionate interests of the owners thereof in certain lease payments to be made by 
the Board; and 

WHEREAS, pursuant to the provisions of the American Recovery and Reinvestment Act 
of 2009 (the “Recovery Act”), this Board did previously submit an application to the California 
Department of Education (the “Department”), requesting the grant by the Department of an 
allocation of qualified school construction bonds (“Qualified School Construction Bonds”) for 
the District’s immediate capital needs; and 

WHEREAS, the Department granted the District an allocation equal to $25,000,000 of 
Qualified School Construction Bonds under the Recovery Act, all of which needs to be issued by 
a date no later than December 31, 2009 unless an extension to that date is granted by the State of 
California; and 

WHEREAS, the District does not currently have general obligation bond authorization 
which could be issued in the form of Qualified School Construction Bonds; and 

WHEREAS, the District, working together with Inyo-Kern Schools Financing Authority, 
a California joint exercise of powers authority (the “Authority”), is proposing to provide for the 
financing of the modernization, equipping, furnishing and/or improving of certain capital 
facilities of the District through the execution, sale and delivery of one or more series of 
certificates of participation (the “Certificates”) which will be executed, delivered and sold to 
Piper Jaffray & Co. (the “Underwriter”); and 

WHEREAS, in connection therewith, the Board wishes to proceed with a lease financing 
in the manner set forth in that certain Lease Agreement described below; and 

WHEREAS, the District has complied with the provisions of AB 1200 with respect to the 
Certificates, prior to this meeting of the Board; and 

WHEREAS, the Board has determined that Caldwell Flores Winters, Inc. should serve as 
financial advisor (the “Financial Advisor”), the law firm of Fulbright & Jaworski L.L.P., should 
serve as special counsel (“Special Counsel”) and disclosure counsel (“Disclosure Counsel”) and 
the Underwriter should serve as underwriter to the District in connection with the sale and 
delivery of the Certificates; and 
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WHEREAS, there have been presented to this meeting of the Board the following 
documents: 

1. Proposed form of Trust Agreement (the “Trust Agreement”), by and among the 
District, the Authority and U.S. Bank National Association, as Trustee (the “Trustee”); 

2. Proposed form of Lease Agreement, by and between the District and the 
Authority (the “Lease”); 

3. Proposed form of Site Lease, by and between the Authority and the District (the 
“Site Lease”); 

4. Proposed form of Agency Agreement, by and between the Authority and the 
District (the “Agency Agreement”);  

5. Proposed form of Preliminary Official Statement (the “Preliminary Official 
Statement”); and 

6. Proposed form of Certificate Purchase Agreement, by and between the District 
and the Underwriter (the “Certificate Purchase Agreement”); 

NOW, THEREFORE, the Board of Education of the Sierra Sands Unified School 
District, Kern County, resolves as follows: 

Section 1. The form, terms and provisions of the Trust Agreement are hereby 
approved and the Superintendent of the District (the “Superintendent”), the Assistant 
Superintendent of Business Services, or any designee thereof (each, an “Authorized Officer”) is 
hereby authorized and directed on behalf of the Board and in its name to execute and deliver to 
the Trustee and the Authority the Trust Agreement in substantially the form presented to and 
considered at this meeting of the Board, with such changes therein, however, as may be approved 
by the Authorized Officer, such approval to be conclusively evidenced by his or her execution 
thereof.  In particular, it may, for the reasons described in Section 4 below, be necessary to 
provide for an interest component of the Lease Payments. 

Section 2. The form, terms and provisions of the Lease are hereby approved and the 
Authorized Officer is hereby authorized and directed on behalf of the Board and in its name to 
execute and deliver to the Authority the Lease in substantially the form presented to and 
heretofore considered by the Board, with such changes therein, however, as may be approved by 
the Authorized Officer, such approval to be conclusively evidenced by his or her execution 
thereof. 

Section 3. The form, terms and provisions of the Site Lease are hereby approved and 
the Authorized Officer is hereby authorized and directed on behalf of the Board and in its name 
to execute and deliver to the Authority the Site Lease in substantially the form presented to and 
considered at this meeting of the Board, with such changes therein, however, as may be approved 
by the Authorized Officer, such approval to be conclusively evidenced by his or her execution 
thereof. 
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Section 4. The District does hereby authorize the Trustee to create a series of the 
District’s Taxable Certificates of Participation, 2009 Series A (Qualified School Construction 
Bonds) (the “2009 Series A Certificates”), and as necessary, the District’s Taxable Certificates of 
Participation, 2009 Series B (the “2009 Series B Certificates” and, together with the 2009 
Series A Certificates, the “Certificates”), evidencing proportionate interests of the owners thereof 
in lease payments due from the District under the Lease, and resolves that the Certificates be 
executed and delivered in accordance with, and secured by, the Trust Agreement. 

Inasmuch as the Certificates will be issued as taxable certificates of participation, with 
the 2009 Series A Certificates being associated with a tax credit to be used by the registered 
owners, they are to be sold in a different market from the District’s previous tax-exempt 
obligations.  Market conditions for Qualified School Construction Bonds being issued in the 
form of certificates of participation are not entirely settled, and the District recognizes that the 
requirements of certain potential purchasers of the Certificates for additional yield on the 
Certificates may make it necessary for the District to add an interest component to the 
Certificates, which may in turn require the District to reduce the principal of Certificates it can 
issue, in order to stay within affordable limits.  In that event, the Superintendent and the 
Assistant Superintendent of Business Services of the District may, prior to pricing the 
Certificates, establish a lower aggregate principal amount of the Certificates which will reduce 
Lease Payments to an acceptable level for the District. 

Section 5. The form, terms and provisions of the Certificate Purchase Agreement are 
hereby approved, provided that the aggregate principal amount of the Certificates shall not 
exceed $27,600,000, (consisting of not to exceed $25,000,000 of 2009 Series A Certificates and 
not to exceed $2,600,000 of 2009 Series B Certificates), the Underwriter’s discount on the 
Certificates (net of costs of delivery and exclusive of original issue discount or premium) to the 
Underwriter may not exceed 1.0% of the par amount of the Certificates and the final maturity of 
the Certificates shall not extend beyond the maximum maturity designated by the U.S. Treasury 
Department for qualified school construction bonds at the time of sale.  The Authorized Officer 
shall execute the Certificate Purchase Agreement on behalf of the District and in its name in 
substantially the form presented to and considered at this meeting of the Board, with such 
changes therein, however, as may be approved by the Authorized Officer, such approval to be 
conclusively evidenced by her or his execution thereof, subject to the restrictions set forth in this 
Resolution. 

Section 6. The interest rate to be paid with respect to the Certificates shall be 
established in the Certificate Purchase Agreement, shall, in no event, exceed the statutory 
maximum therefor, and shall be approved by the Authorized Officer by his or her execution of 
said Certificate Purchase Agreement.  To the extent that it can be demonstrated that the District 
will realize interest rate savings on the 2009 Series A Certificates as a consequence, the 
Authorized Officer is hereby further authorized to enter into a commitment for or agreements 
respecting the purchase of municipal bond insurance for the Certificates, on customary terms and 
conditions, upon the advice of Special Counsel, to be paid for exclusively from the proceeds of 
the 2009 Series B Certificates.  In the event that municipal bond insurance is not purchased, no 
2009 Series B Certificates will be executed and delivered. 
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Section 7. The Board hereby approves in substantially final form the Preliminary 
Official Statement containing information material to the offering and sale of the Certificates on 
file with this Board.  The Authorized Officer is hereby authorized to deem the Preliminary 
Official Statement “final” pursuant to Rule 15c2-12 under the Securities Exchange Act of 1934 
(the “Rule”), prior to its distribution by the Underwriter. 

The Authorized Officer is authorized and directed to cause the Preliminary Official 
Statement to be brought into the form of a final official statement (the “Final Official 
Statement”) and to execute said Final Official Statement, dated as of the date of the sale of the 
Certificates, and a statement that the facts contained in the Final Official Statement, and any 
supplement or amendment thereto (which shall be deemed an original part thereof for the 
purpose of such statement) were, at the time of sale of the Certificates, true and correct in all 
material respects and that the Final Official Statement did not, on the date of sale of the 
Certificates, and does not, as of the date of delivery of the Certificates, contain any untrue 
statement of a material fact with respect to the Board required to be stated where necessary to 
make any statement made therein not misleading in the light of the circumstances under which it 
was made.  The Authorized Officer shall take such further actions prior to the signing of the 
Final Official Statement as are deemed necessary or appropriate to verify the accuracy thereof.  
The execution of the Final Official Statement, which shall include such changes and additions 
thereto deemed advisable by the Authorized Officer and the addition of such information 
permitted to be excluded from the Preliminary Official Statement pursuant to the Rule, shall be 
conclusive evidence of the approval of the Final Official Statement by the Board. 

The Final Official Statement, when prepared, is approved for distribution in connection 
with the offering and sale of the Certificates. 

Section 8. The Clerk of the Board or any Assistant Superintendent of the District is 
hereby authorized and directed to attest to the signature of any Authorized Officer whenever 
required or advisable for the transactions contemplated by this Resolution. 

Section 9. The Superintendent, the Assistant Superintendent of Business Services, 
and any designee thereof are each hereby authorized and directed to execute and attest such 
further documents, instruments, grant deeds, deeds of trust, continuing disclosure certificate and 
certificates as may be deemed necessary or advisable by Special Counsel in order to accomplish 
the purposes of this Resolution. 

Section 10. Whenever in this Resolution it shall be provided that a document be 
executed or attested by the Superintendent or an Assistant Superintendent, and if, at the time for 
execution or attestation of such document, such officer is not available for signature, it shall be 
sufficient for the purposes of this Resolution if (a) an Assistant Superintendent shall execute such 
document in the place of the Superintendent and (b) any other official designated by the 
Superintendent shall attest such document in place of any Assistant Superintendent, with the 
same effect. 

Section 11. The Board hereby confirms the designation of: Piper Jaffray & Co., El 
Segundo, California, as Underwriter; the law firm of Fulbright & Jaworski L.L.P., Los Angeles, 
California as Special Counsel and Disclosure Counsel; and Caldwell Flores Winters, Inc., 
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Emeryville, California, as Financial Advisor, each in accordance with separate letter agreements 
with the District, in connection with the execution and delivery of the Certificates.   

Section 12. The Board directs that the Authorized Officer, promptly following the 
execution and delivery of the Certificate Purchase Agreement, certify to the Department the 
District’s release of the unused portion of its Qualified School Construction Bonds allocation 
back to the Department, which release shall be effective upon its execution. 

Section 13. In compliance with California Education Code Section 17150 and the 
requirements of the Kern County (the “County”) Office of Education, the Superintendent has 
notified the County Office of Education and the County Auditor-Controller of the intention of 
the District and this Board to proceed with the execution and delivery of the above-referenced 
Certificates, and the County Office of Education has approved the within financing. 

 

[Remainder of this page intentionally left blank.] 
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Section 14. This Resolution shall take effect immediately upon its adoption. 

PASSED AND ADOPTED by the Board of Education of the Sierra Sands Unified 
School District at its regularly scheduled meeting held this second day of December, 2009, at 
Ridgecrest, California, by the following vote: 

AYES:  Members:   

NOES:  Members:   

ABSENT:  Members:   

 
 

  
President, Board of Education of the 
Sierra Sands Unified School District 

 
 
ATTEST: 
 
 
  
Vice President/Clerk, Board of Education of 
the Sierra Sands Unified School District 
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75856128.2  F&J DRAFT OF 11/25/09 

  

TRUST AGREEMENT 

by and among 

U.S. BANK NATIONAL ASSOCIATION, 
as Trustee 

and 

INYO-KERN SCHOOLS FINANCING AUTHORITY, 
as Lessor 

and 

SIERRA SANDS UNIFIED SCHOOL DISTRICT, 
as Lessee 

 

Dated as of December 2, 2009 

Relating to 
$_______________ 

Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series A (Qualified School Construction Bonds) 

and 

$_______________ 
Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series B 
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TRUST AGREEMENT 

THIS TRUST AGREEMENT, dated as of December 2, 2009, by and among U.S. BANK 
NATIONAL ASSOCIATION, a national banking association, duly organized under the laws of 
the United States of America, as trustee (the “Trustee”), INYO-KERN SCHOOLS FINANCING 
AUTHORITY, a joint exercise of powers authority duly organized and existing under the laws of 
the State of California, as lessor under the Lease Agreement hereinafter defined (the “Lessor”) 
and the SIERRA SANDS UNIFIED SCHOOL DISTRICT (the “District”), a unified school 
district duly organized and existing under the laws of the State of California, as lessee under such 
Lease Agreement, 

W I T N E S S E T H: 

WHEREAS, the District has the power and authority under and pursuant to the 
Constitution and laws of the State of California to provide for the financing of capital 
improvement projects for the District through the execution and delivery of lease obligations; 
and 

WHEREAS, the District has a present need for the installation of a photovoltaic system 
and additional capital improvements (the “Project”); and 

WHEREAS, on August 28, 2009, the District received an allocation of Qualified School 
Construction Bonds (“Qualified School Construction Bonds”) under the American Recovery and 
Reinvestment Act of 2009 (the “Recovery Act”), awarded by the California Department of 
Education (the “Department”); and 

WHEREAS, the District has elected to issue the Qualified School Construction Bonds in 
an amount not to exceed the award of $25,000,000 in the form of certificates of participation, 
together with a series of taxable certificates of participation in an amount not to exceed 
$_____________, each series to be payable from certain lease payments described below; and 

WHEREAS, the District now proposes to authorize the execution and delivery of 
$___________ aggregate principal amount of its Taxable Certificates of Participation, 2009 
Series A (Qualified School Construction Bonds) (the “2009 Series A Certificates”) and 
$__________ aggregate principal amount of its Taxable Certificates of Participation, 2009 Series 
B (the “2009 Series B Certificates” and, together with the 2009 Series A Certificates, the 
“Certificates”), evidencing and representing undivided and proportionate interests in lease 
payments (the “Lease Payments”) to be made by the District under a certain Lease Agreement by 
and between the Lessor and the District, dated as of December 1, 2009 (the “Lease”), pursuant to 
which the District proposes to finance the Project; and 

WHEREAS, the parties hereto wish to provide for the payment of the Lease Payments 
due under the Lease from the Lease Payments made by the District with respect to the Leased 
Property described in the Lease, which shall be in a total amount sufficient to pay the 
components of principal, premium, if any, and interest, if any, evidenced and represented by the 
Certificates; and 
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[WHEREAS, as credit support for the Certificates and the obligations of the District to 
pay Lease Payments, _________________________ (the “Insurer”) has agreed to deliver, 
simultaneously with the delivery of the Certificates, its policy of municipal bond insurance (the 
“Policy”), which will guarantee payment of principal and interest with respect to the Certificates, 
when due for payment; and] 

WHEREAS, pursuant to an Assignment Agreement, by and between the Lessor and the 
Trustee (the “Assignment Agreement”), the Lessor will assign to the Trustee its rights to receive 
all Lease Payments due under the Lease, and pursuant to this Trust Agreement, the Lessor and 
the District will grant a security interest in all moneys held by the Trustee hereunder, and the 
District will grant a security interest in the Leased Property all to the Trustee for the benefit of 
the owners of the Certificates as security therefor; and 

WHEREAS, in consideration of such assignment and the execution of this Trust 
Agreement, the Trustee has agreed to execute and deliver the Certificates, each evidencing and 
representing undivided and proportionate interests of the owners thereof in the Lease Payments 
and Prepayments (as defined herein) which will provide the moneys required to be deposited 
hereunder; 

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

ARTICLE I 
DEFINITIONS 

SECTION 1.1 Definitions and Rules of Construction.  Unless the context otherwise 
requires, the terms defined in this Section shall, for all purposes of this Trust Agreement, have 
the meanings specified herein or in the Lease. Unless the context otherwise indicates, words 
importing the singular number shall include the plural number and vice versa.  The terms 
“hereby,” “hereof,” “hereto,” “herein,” “hereunder” and any similar terms as used in this Trust 
Agreement, refer to this Trust Agreement as a whole. 

“Accountable Event of Loss of Qualified School Construction Bonds Status” means (a) 
any act or any failure to act on the part of the District, which act or failure to act is a breach of a 
covenant or agreement of the District contained herein or in the Lease, the Tax Certificate or the 
2009 Series A Certificates and which act or failure to act causes the 2009 Series A Certificates to 
lose their status, or fail to qualify, as Qualified School Construction Bonds, or (b) the making by 
the District of any representation contained herein, in the Lease, the Tax Certificate or the 2009 
Series A Certificates, which representation was untrue when made and the untruth of which 
representation at such time causes the 2009 Series A Certificates to lose their status, or fail to 
qualify, as Qualified School Construction Bonds. 

“Additional Certificates” means those additional certificates of participation executed and 
delivered in accordance with Section 2.11 hereof. 

“Additional Payments” means those payments due as provided in Section 4.6 of the 
Lease. 
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“Assignment Agreement” means the Assignment Agreement, dated as of December 1, 
2009, by and between the Lessor and the Trustee, entered into in connection with the Lease, and 
any duly authorized and executed amendments or supplements thereto. 

“Authorized Denominations” means, as to the 2009 Series A Certificates, $40,000 or any 
integral multiple thereof, or, as to the 2009 Series B Certificates, $5,000 or any integral multiple 
thereof. 

“Authorized Representative” means the person or persons designated in a certification 
provided by the District at or following the Closing Date to represent the District in connection 
herewith and with the Lease. 

“Business Day” means any day (other than a Saturday or Sunday) on which the Trustee, 
[the Insurer], or banks and trust companies generally in New York, New York, or Los Angeles, 
California, are not authorized or required to remain closed and on which the New York Stock 
Exchange is not closed. 

“Cash Interest Certificates” means, following the Tax Credit Conversion Date, with 
respect to a converted Series A Certificate, the converted security originally executed and 
delivered hereunder as Tax Credit Certificates, then representing interest payable on each Cash 
Interest Payment Date. 

“Cash Interest Component” means, following the Tax Credit Conversion Date, the 
entitlement of the Owner of the converted Series A Certificate or related Tax Credit Certificate 
to receive interest on each Cash Interest Payment Date. 

“Cash Interest Payment Date” means, following the Tax Credit Conversion Date, each 
March 15, June 15, September 15 and December 15, until maturity of the related Current Interest 
Certificates. 

“Certificate Proceeds” means the proceeds of sale of the Certificates to the Original 
Purchaser. 

“Closing Date” means December __, 2009, the day upon which the Certificates, duly 
executed by the Trustee, are delivered. 

“Code” means the Internal Revenue Code of 1986, as amended. 

“Computation Date” has the meaning set forth in Section 5.10 of the Lease. 

“Current Interest Certificate” means, following a Tax Credit Conversion Date, a Series A 
Certificate comprised of a Principal Component, an Original Interest Component and a Cash 
Interest Component. 

“Date of Loss of Qualified School Construction Bond Status” means the date specified in 
a Determination of Loss of Qualified School Construction Bond Status as the date from and after 
which the 2009 Series A Certificates lost their status, or failed to qualify, as Qualified School 
Construction Bonds as a result of an Accountable Event of Loss or Qualified School 
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Construction Bond Status, which date could be as early as the date of delivery of the 2009 Series 
A Certificates. 

“Delivery Costs” means all items of expense directly or indirectly payable by or 
reimbursable to the District, relating to delivery of the Certificates, including but not limited to 
filing and recording costs relating to the sale of the Certificates, settlement costs, printing costs, 
reproduction and binding costs, financing discounts, charges and expenses, initial fees and 
charges of the Trustee  (including the first annual fees and counsel fees), legal fees and charges, 
financing and other professional consultant fees, rating agencies fees for credit ratings, fees for 
the Trustee’s execution, transportation and safekeeping of Certificates and other charges, 
expenses and fees in connection with the foregoing, all of which may not exceed 2% of the 
aggregate principal amount of the 2009 Series A Certificates. 

“Delivery Costs Fund” means the fund by that name established pursuant to Section 3.2 
hereof. 

“Depository Trust Company” or “DTC” means The Depository Trust Company, New 
York, New York, as initial securities depository for the Certificates. 

“Designated Investment Banker” means one of the Reference Treasury Dealers 
designated by the District. 

“Event of Default” means an event of default pursuant to Section 13.2. 

“Excess Earnings” means earnings in excess of amounts used to pay the annual Interest 
Component of the Lease Payments. 

“Excess Earnings Account” means the Excess Earnings Account established within the 
Lease Payment Fund pursuant to Section 5.2 hereof. 

“Fair Market Value” shall have the meaning ascribed to such term in, and shall be 
calculated in accordance with, the Tax Certificate. 

“Federal Securities” means: 

(1) Cash (insured at all times by the Federal Deposit Insurance Corporation), 

(2) Obligations of, or obligations guaranteed as to principal and interest by, the U.S. 
or any agency or instrumentality thereof, when such obligations are backed by the full faith and 
credit of the U.S. including: 

• U.S. Treasury obligations 
• All direct or fully guaranteed obligations 
• Farmers Home Administration 
• General Services Administration 
• Guaranteed Title XI financing 
• Government National Mortgage Association 
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• State and Local Government Series 
 

“Fiscal Year” means the fiscal year of the District, presently commencing July 1 of each 
calendar year and ending June 30 of the following calendar year. 

“Gross Proceeds” shall have the meaning ascribed to such term in Section 5.10 of the 
Lease. 

“Independent Counsel” means an attorney duly admitted to practice law before the 
highest court of the state in which such attorney maintains an office and who is not a regular 
employee of the Lessor or the District. 

“Information Services” means Financial Information, Inc.’s “Daily Called Special 
Service.” 30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention:  Editor; 
Mergent/FIS, Inc., 5250 77 Center Drive, Suite 150, Charlotte, North Carolina 28217, Attention:  
Municipal News Reports; and Kenny S&P, 55 Water Street, 45th Floor, New York, New York 
10041, Attention: Notification Department; or, in accordance with then current guidelines of the 
Securities and Exchange Commission, such other addresses and/or such other services providing 
information with respect to called bonds as the District may designate in a request of the District 
delivered to the Trustee. 

[“Insurer” means ______________________________, or any successor or assigns.] 

“Interest Component” means the portion of the Lease Payments, if any, designated as 
interest with respect to the Certificates, which shall be determined by the rate of interest 
applicable to the respective Certificates and shall initially mean the Original Interest Component; 
following the Tax Credit Conversion Date, “Interest Component” shall mean the Original 
Interest Component plus the Cash Interest Component. 

“Interest Payment Date” initially means each June 15 and December 15, commencing 
June 15, 2010; following the Tax Credit Conversion Date, and relating solely to the Cash Interest 
Component, “Interest Payment Date” means each March 15, June 15, September 15 and 
December 15, or if any such day is not a Business Day, the next succeeding Business Day. 

“Lease Payment” means any payment required to be paid by the District to the Lessor 
pursuant to Section 4.3 of the Lease. 

“Lease Payment Date” has the meaning set forth in Section 4.3(a) of the Lease. 

“Lease Payment Fund” means the fund by that name established and held by the Trustee 
pursuant to Section 5.2 hereof. 

“Leased Property” means, collectively, all of the Leased Property comprised of the real 
and/or personal property described on Exhibit A of the Lease. 

“Lessor Representative” means the Chairman, President, Executive Director, Assistant 
Executive Director, Vice President, Assistant Vice President, Secretary, Assistant Secretary, 
and/or Treasurer of the Lessor, or any other person authorized by the Board of Directors of the 
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Lessor to act on behalf of the Lessor under or with respect to the Lease, as evidenced by a 
certificate of the Lessor. 

“Moody’s” means Moody’s Investors Service, a corporation organized and existing under 
the laws of the State of Delaware, its successors and assigns. 

“Net Insurance Proceeds” means any net proceeds of insurance or condemnation 
proceeds paid with respect to the affected portion of Leased Property remaining after payment 
therefrom of any expenses (including attorneys’ fees) incurred in the collection thereof. 

“Net Insurance Proceeds Fund” means the fund by that name established and held by the 
Trustee pursuant to Section 7.1 hereof. 

“Original Interest Component” means the Interest Component with respect to the Series 
A Certificates or the related Principal Strip Certificates as of the Closing Date. 

“Original Purchaser” means Piper Jaffray & Co., as the original purchaser of the 
Certificates. 

“Outstanding” when used as of any particular time with respect to Certificates, means 
(subject to the provisions of Section 10.3 and 14.1) all Certificates theretofore executed and 
delivered by the Trustee under this Trust Agreement except: 

(1) Certificates theretofore canceled by the Trustee or surrendered to the 
Trustee for cancellation; 

(2) Certificates for the payment or prepayment of which funds or Federal 
Securities in the necessary amount shall have theretofore been deposited with the Trustee 
(whether upon or prior to the maturity or prepayment date of such Certificates) in 
accordance with Section 14.1 hereof; provided that, if such Certificates are to be prepaid 
prior to maturity, notice of such prepayment shall have been given as provided in 
Section 4.8 hereof or provision satisfactory to the Trustee shall have been made for the 
giving of such notice; and 

(3) Certificates in lieu of or in exchange for which other Certificates shall 
have been executed and delivered by the Trustee pursuant to Sections 2.7 and 2.8 hereof. 

“Owner” or “Certificate Owner” or “Owner of a Certificate” or any similar term, when 
used with respect to a Certificate, means the person in whose name such Certificate is registered 
on the registration books of the Trustee. 

“Payment Date” means any Interest Payment Date or Principal Payment Date. 

“Permitted Encumbrances” means, with respect to the Leased Property, as of any 
particular time:  (i) liens for general ad valorem taxes and assessments, if any, not then 
delinquent; (ii) this Trust Agreement; (iii) the Lease; (iv) the Assignment Agreement; and (v) the 
Site Lease. 

20



 

75856128.2 7 

“Permitted Investments” means any of the following, except to the extent not permitted 
by the laws of the State as an investment for the moneys to be invested therein at the time of 
investment: 

(1) Federal Securities; 

(2) Bonds, debentures, notes, participation certificates or other evidences of 
indebtedness issued, or the principal of and interest on which are unconditionally 
guaranteed, by the Federal Intermediate Credit Bank, the Federal Home Loan Bank 
System, the Government National Mortgage Association or any other agency or 
instrumentality of or corporation wholly owned by the United States of America when 
such obligations are backed by the full faith and credit of the United States for the full 
and timely payment of principal and interest; 

(3) Obligations of any state of the United States or any political subdivision 
thereof, which at the time of investment are rated “Aa3” or higher by Moody’s and “AA 
” or higher by S&P; or which are rated by Moody’s “VMIG 1” or better and by S&P “A-
1+” or better with respect to commercial paper, or “VMIG 1” and “SP-1”, respectively, 
with respect to municipal notes; 

(4) Bank time deposits evidenced by certificates of deposit, deposit accounts, 
and bankers’ acceptances, issued by any bank, trust company or national banking 
association insured by the Federal Deposit Insurance Corporation (including the Trustee); 
provided that (a) such bank, trust company or national banking association be rated 
“Aa3” or better by Moody’s and “AA-” or better by S&P; and (b) the aggregate of such 
bank time deposits and bankers’ acceptances issued by any bank, trust company or 
banking association does not exceed at any one time 10% of the aggregate of the capital 
stock, surplus and undivided profits of such bank, trust company or banking association 
and that such capital stock, surplus and undivided profits shall not be less than 
$15,000,000; 

(5) Repurchase agreements with any bank, trust company or national banking 
association insured by the Federal Deposit Insurance Corporation (including the Trustee), 
with subsidiaries (of a parent company), provided the obligations of the subsidiary under 
the agreement are unconditionally guaranteed by the parent, or with any government 
bond dealer recognized as a primary dealer by the Federal Reserve Bank of New York, 
which agreements are fully and continuously secured by a valid and perfected first 
priority security interest in obligations described in paragraph (1) or (2) of this definition, 
provided that either such bank, trust company or national banking association which (or 
senior debt or claims paying ability of the financial entity’s guarantor) is rated, at the time 
of investment, “Aa3” or better by Moody’s and “AA-” or better by S&P; 

(6) Repurchase agreements with maturities of not more than one year entered 
into with financial institutions such as banks or trust companies organized under state law 
or national banks or banking associations (including the Trustee), insurance companies or 
government bond dealers reporting to, trading with, and recognized as a primary dealer 
by, the Federal Reserve Bank of New York and a member of the Securities Investor 
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Protection Corporation or with a dealer or parent holding company that is rated, at the 
time of investment, or whose long-term debt obligations (or senior debt or claims paying 
ability of the financial entity’s guarantor) are rated, at the time of investment, “Aa3” or 
better by Moody’s and “AA-” or better by S&P, provided such repurchase agreements are 
in writing, secured by obligations described in paragraphs (1) and (2) of this definition 
having a fair market value, exclusive of accrued interest, at least equal to the amount 
invested in the repurchase agreements and in which the Trustee has a perfected first lien 
in, and retains possession of, such obligations free from all third party claims; 

(7) Investment agreements, forward purchase agreements and reserve fund put 
agreements with any corporation, including banking or financial institutions, or 
agreements entered into with subsidiaries (of a parent company), provided the obligations 
of the subsidiary under the agreement are unconditionally guaranteed by the parent, the 
corporate debt of which (or senior debt or claims paying ability of the financial entity’s 
guarantor) is rated, at the time of investment, “Aa3” or better by Moody’s and “AA-” or 
better by S&P; 

(8) Guaranteed investment contracts or similar funding agreements issued by 
insurance companies, provided that either the long term corporate debt of such insurance 
company, at the time of investment, is rated, at the time of investment, “Aa3” or better by 
Moody’s and “AA-” or better by S&P or which agreements are fully and continuously 
secured by a valid and perfected first priority security interest in obligations described in 
paragraph (1) or (2) of this definition, or that the following conditions are met: (a) the 
market value of the collateral is maintained at levels acceptable to Moody’s and S&P, (b) 
the Trustee or a third party acting solely as agent for the Trustee has possession of the 
collateral, (c) the Trustee has a perfected first priority security interest in the collateral, 
(d) the collateral is free and clear of third-party liens, and (e) failure to maintain the 
requisite collateral level will require the Trustee to liquidate collateral; 

(9) Corporate commercial paper rated “P-1” or better by Moody’s and “A-1+” 
or better by S&P at the time of investment; 

(10) Taxable government money market portfolios restricted to obligations that 
are rated “AAAm” or “AAAm-G” by S&P and “P-1” by Moody’s (including funds for 
which the Trustee or an affiliate provides investment advice or similar services); 

(11) Deposits with the Local Agency Investment Fund of the State, as may 
otherwise be permitted by law; and 

(12) The Treasury Pool of the County. 

[“Policy” means the financial guaranty insurance policy issued by the Insurer 
guaranteeing the payment when due of the principal and interest with respect to the Certificates 
as provided therein.] 

“Prepayment”  means any payment made by District pursuant to Article X of the Lease, 
as a prepayment of Lease Payments. 
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“Prepayment Date” means the date on which any Prepayment of Certificates occurs. 

“Prepayment Premium” means, (a) with respect to the 2009 Series A Certificates, as 
calculated by the District (or, at the District’s option, its Designated Investment Banker), the 
greater of (x) zero and (y) an amount calculated as (1) the sum of the present values of the 
remaining scheduled payments of principal of and Tax Credits related to the 2009 Series A 
Certificates called for prepayment (exclusive of interest accrued to the Prepayment Date) 
discounted to the Prepayment Date on a semiannual basis (assuming a 360-day year consisting of 
12 months of 30 days each) at a rate per annum equal to the Treasury Rate, minus (2) the 
Principal Component of the 2009 Series A Certificates called for prepayment; and (b) with 
respect to the 2009 Series B Certificates, [TO COME]. 

“Prepayment Price” means the Principal Component and the Prepayment Premium. 

“Prepayment Fund” means the fund by that name established and held by the Trustee 
pursuant to Section 4.1 hereof. 

“Principal Component” means the portion of the Lease Payments designated as principal 
represented by the Certificates. 

“Principal Office” means the corporate trust office of the Trustee in Los Angeles, 
California, or the principal corporate trust office of any successor Trustee. 

“Principal Payment Date” means December 15, 20___, the maturity date of the 
Certificates. 

“Principal Strip” or “Principal Strip Certificate” means the Principal Component of a 
Series A Certificate following the stripping of the related Tax Credit Certificate, pursuant to 
Section 2.8. 

“Project” means, collectively, those certain capital projects consisting of the acquisition, 
construction and/or improvement of certain facilities of the District described on Exhibit D to the 
Lease Agreement, as it may be amended from time to time, to be financed by the District with 
the proceeds of the 2009 Series A Certificates. 

“Project Costs” means, with respect to any Component, the contract price paid or to be 
paid therefor upon acquisition, construction or improvement (if any), thereof, in accordance with 
a purchase order or contract therefor, together with all related costs of the Project.  Project Costs 
include the administrative, engineering, legal, financial and other costs incurred by the District 
and the Lessor in connection with the acquisition, construction or improvement of the respective 
Component of the Project; including all applicable sales taxes and other charges resulting from 
such acquisition, construction or improvement of the Project, and Delivery Costs not paid from 
the Delivery Costs Account. 

“Project Fund” means the fund by that name established and held by the Trustee pursuant 
to Section 3.1 hereof. 
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“Qualified Arbitrage Rebate Calculation Service” means a nationally recognized 
accounting firm or Special Counsel fully qualified to perform the computations for the 2009 
Series A Certificates necessary to comply with section 148 of the Code. 

“Rating Agency” means Moody’s and S&P, or whichever of such institutions then rates 
the Certificates, and any successors thereto, or if either such corporation shall be dissolved or 
liquidated or shall no longer perform the functions of a securities rating agency, any other 
nationally recognized securities rating agency designated by the District. 

“Rating Category” means:  (i) with respect to any long-term rating category, all ratings 
designated by a particular letter or combination of letters, without regard to any numerical 
modifier, plus or minus sign or other modifier, and (ii) with respect to any short-term or 
commercial paper rating category, all ratings designated by a particular letter or combination of 
letters and taking into account any numerical modifier, but not any plus or minus sign or other 
modifier. 

“Rebate Amount” has the meaning set forth in Section 5.10 of the Lease. 

“Rebate Consultant” means an individual or firm, including a law firm, accounting firm 
or financial advisory firm experienced in the calculation of rebate pursuant to Section 148 of the 
Code. 

“Record Date” means the fifteenth day immediately preceding each Interest Payment 
Date. 

“Reference Treasury Dealer” means the original underwriters of the 2009 Series A 
Certificates, their successors and other firms, as specified by the District from time to time, that 
are primary U.S. government securities dealers in the City of New York, New York; provided, 
however, that if any such firm ceases to be such a primary treasury dealer, the District will 
substitute another primary treasury dealer for such firm. 

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury 
Dealer, the average, as determined by the Designated Investment Banker, of the bid and asked 
prices for the Comparable Treasury Issue (expressed in each case as a percentage of its principal 
amount) quoted in writing to the Designated Investment Banker by such Reference Treasury 
Dealer at 3:30 p.m., New York City time, on the third Business Day preceding the date on which 
such Certificates are to be prepaid. 

“Registrar” means the Trustee. 

“Removal” means the release of all or a portion of the Leased Property from the 
leasehold of the Lease and of the Site Lease, if any, as provided in Section 3.5 of the Lease. 

“Requisition” means the form of requisition from the Delivery Costs Fund, as further 
described in Section 3.2 hereof. 

“Reserve Fund” means the fund by that name established and held by the Trustee 
pursuant to Section 6.1 hereof. 
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“Reserve Requirement” means $__________, or, upon the prepayment of any of the 
Certificates, 10% of the Principal Component of all Certificates then Outstanding, as provided in 
Section 6.4. 

“Responsible Officer” means any Vice President, Assistant Vice President, Trust Officer 
or officer of the Trustee within its corporate trust department having regular responsibility for the 
obligations of the Trustee under this Agreement. 

“S&P” means Standard & Poor’s, a Division of the McGraw-Hill Companies, Inc., a 
corporation organized and existing under the laws of the State of New York, its successors and 
assigns. 

“Securities Act” means the Securities Act of 1933, as amended, and any successor 
thereto. 

“Securities Depository” means The Depository Trust Company, 55 Water Street, New 
York, New York 10041, Fax (212) 855-1000 or 7320; or, in accordance with then-current 
guidelines of the Securities and Exchange Commission, such other addresses and/or such other 
securities depositories as the District may designate in a certificate of the Lessor delivered to the 
Trustee. 

“2009 Series A Certificates” means $____________ aggregate principal amount of the 
District’s Taxable Certificates of Participation, 2009 Series A (Qualified School Construction 
Bonds), executed and delivered pursuant to this Trust Agreement; “2009 Series B Certificates” 
means $____________ aggregate principal amount of the District’s Taxable Certificates of 
Participation, 2009 Series B, executed and delivered pursuant to this Trust Agreement; following 
the execution and delivery of Additional Certificates, if any, under Section 2.11 hereof, the term 
“Certificates” shall refer to the 2009 Series A Certificates, the 2009 Series B Certificates and any 
Additional Certificates then Outstanding, except where the context requires otherwise. 

“Service” means the Internal Revenue Service of the United States of America. 

“Site Lease” means the Site Lease, dated as of December 1, 2009, by and between the 
Lessor, as lessee thereunder, and the District, as lessor thereunder, and any duly authorized and 
executed amendments or supplements thereto. 

“Special Counsel” means an attorney or firm of attorneys of nationally recognized 
standing in matters pertaining to the tax status under federal laws and regulations of interest on 
obligations issued by or executed on behalf of states and their political subdivisions, as 
designated by the District. 

“State” means the State of California. 

“Substitution” means the release of all or a portion of the Leased Property from the 
leasehold of the Lease and the Site Lease, and the lease of additional real property and 
improvements and/or equipment in substitution therefor and under the Site Lease as provided in 
Section 3.5 of the Lease. 
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“Supplemental Lease Agreement” means any lease agreement hereafter duly authorized 
and entered into by and between the District and the Lessor, supplementing, modifying or 
amending the Lease; but only if and to the extent that such Supplemental Lease Agreement is 
specifically authorized hereunder. 

“Supplemental Trust Agreement” means each trust agreement hereafter duly authorized 
and entered into among the Lessor, the District and the Trustee, supplementing, modifying or 
amending this Trust Agreement in accordance with the terms hereof. 

“Surety Bond” means a reserve surety bond deposited into the Reserve Fund in 
satisfaction of the Reserve Requirement in accordance with Section 6.1. 

“Tax Certificate” means that certain Tax Certificate delivered by the District on the 
Closing Date with respect to the 2009 Series A Certificates. 

“Tax Credit” means the entitlement, pursuant to the Tax Credit Program, of a taxpayer to 
recognize a credit against the tax imposed by Chapter 1 of the Code. 

“Tax Credit Allowance Date” means each March 15, June 15, September 15, and 
December 15, beginning on the first of such dates following the date of delivery of the 2009 
Series A Certificates and ending on the maturity date thereof, or such of those dates as specified 
in any Tax Credit Certificate related thereto. 

“Tax Credit Certificate” means an instrument evidencing the entitlement of the Owner 
thereof or of the Owner of the related 2009 Series A Certificate to a Tax Credit. 

“Tax Credit Conversion Date” means the December 15 following the next succeeding 
August 1 after the Date of Determination of Loss of Qualified School Construction Bond Status. 

“Tax Credit Strip” means the Tax Credit Certificates associated with a Series A 
Certificate following stripping, as provided in Section 2.8. 

“TCR Interest Component,” or “Tax Credit Replacement Interest Component” means the 
interest component for Current Interest Certificates established pursuant to Section 4.5 for 
interest with respect to the Current Interest Certificates or the Cash Interest Certificates 
following the Tax Credit Conversion Date. 

“Term” means the time during which the Lease is in effect, as provided in Section 4.2 of 
the Lease. 

“Treasury Rate” means the rate per annum, expressed as a percentage of the principal 
amount, equal to the semiannual equivalent yield to maturity or interpolated maturity of the 
Comparable Treasury Issue, assuming that the Comparable Treasury Issue is purchased on the 
redemption date for a price equal to the Comparable Treasury Price, as calculated by the 
Designated Investment Banker. 

“Written Order” means a written instruction from the District, directing the Trustee to 
take action hereunder. 
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“Yield” shall have the meaning ascribed to such term in Section 5.10 of the Lease. 

SECTION 1.2 Due Authorization.  Each of the parties hereto hereby represents and 
warrants that it has full legal authority and is duly empowered to enter into and deliver this Trust 
Agreement and to perform its obligations and enter into and consummate the transactions 
contemplated by this Trust Agreement, and has taken all actions necessary to authorize the 
execution and delivery of this Trust Agreement by the officers and persons signing it and 
performance of its obligations and entry into and consummation of the transactions contemplated 
by this Trust Agreement. 

ARTICLE II 
THE CERTIFICATES OF PARTICIPATION 

SECTION 2.1 Authorization.  The Trustee is hereby authorized and directed to 
execute and deliver, to the Original Purchaser, the 2009 Series A Certificates in an aggregate 
principal amount of [$___________] and the 2009 Series B Certificates in an aggregate principal 
amount of [$___________], each in Authorized Denominations, each evidencing and 
representing proportionate and undivided ownership interests of the Owners of the Certificates in 
the Lease Payments and the Prepayments to be made by the District under the Lease. 

SECTION 2.2 Date.  Each Certificate shall be dated as of the date of its execution, 
and the Interest Component shall be payable from the Interest Payment Date immediately 
preceding the date of execution thereof, unless (i) it is executed as of an Interest Payment Date, 
in which event, the Interest Component shall be payable from the date of execution thereof; (ii) it 
is executed after a Record Date and before the following Interest Payment Date, in which event 
the Interest Component shall be payable from such following Interest Payment Date; or (iii) it is 
executed on or before _________ 15, 2010, in which event the Interest Component shall be 
payable from the Closing Date; provided, however, that if, as of the original date of execution of 
any Certificate, the Interest Component has not been paid when due for any Outstanding 
Certificates, such Interest Component for such Certificate shall be payable from the Payment 
Date to which the Interest Component has previously been paid or made available for payment 
with respect to the Outstanding Certificates.  There shall be no execution or registration of 
transfer of Certificates during the period established by the Trustee for selection of Certificates 
for prepayment or of any Certificate selected for prepayment.  Certificates shall be delivered 
only in Authorized Denominations. 

SECTION 2.3 Maturity; Interest Rates. 

(a) Payment of the Principal Component and the Interest Component of the 2009 
Series A Certificates.  The 2009 Series A Certificates shall mature December 15, 20__, [and 
shall represent interest as follows:] 

[Principal 
Component] 

Interest 
Component 
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(b) Payment of the Principal Component and the Interest Component of the 2009 

Series B Certificates.  The 2009 Series B Certificates shall mature on December 15, 20__ and 
shall represent interest as follows: 

[Principal 
Component] 

Interest 
Component 

  
  
  
  
  
  

 
(c) Payments with Respect to Certificates Equal to Total Lease Payments.  The 

Principal Component and Interest Component due with respect to all Certificates shall not 
exceed the total Lease Payments due under the Lease. 

(d) Manner of Payment.  The interest, principal and Prepayment Premium, if any, 
payable with respect to the Certificates shall be payable in lawful money of the United States of 
America.  Interest shall be paid by the Trustee on each Interest Payment Date with regard to the 
Certificates to the Owner thereof at the close of business on the Record Date and shall be paid by 
check mailed by first class mail to such Owner at his address as it appears on the Certificate 
registration books or, upon the written request of an Owner of at least $1,000,000 in aggregate 
principal amount of Certificates received at least fifteen (15) days prior to a Record Date, by 
wire transfer in immediately available funds to an account within the United States designated by 
such Owner, irrespective of the cancellation of such Certificate upon any transfer or exchange 
thereof subsequent to such Record Date and prior to such Interest Payment Date, unless the 
District shall default in the payment of Lease Payments due with respect to such Interest 
Payment Date.  Payment of principal or Prepayment Premium due shall be paid only upon 
surrender of such Certificate at the Principal Office of the Trustee.  In the event of any default in 
the payment of interest, such defaulted interest shall be payable to the Owner of such Certificate 
on a special Record Date for the payment of such defaulted interest, which date shall be 
established by the Trustee by notice mailed to the Owners of Certificates not less than fifteen 
(15) days preceding such special Record Date. 

SECTION 2.4 Amount of Each Lease Payment.  The Certificates represent undivided 
interests of the Owners thereof in Lease Payments.  The total amount of each payment of 
principal or interest made to the Owners of Certificates is comprised of undivided interests in 
Lease Payments paid under the Lease. 
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SECTION 2.5 Registration; Interest. 

(a) The Certificates shall be delivered in the form of fully registered Certificates 
without coupons, bearing CUSIP Service Bureau numbers, and in Authorized Denominations.  
The Certificates shall be individually numbered as determined by the Trustee.  The Certificates 
shall be registered initially in the name of “Cede & Co.,” as nominee of Depository Trust 
Company and shall be evidenced by one Certificate for each maturity in the total aggregate 
principal amount of the Certificates of such maturity.  Registered ownership of the Certificates, 
or any portion thereof, may not thereafter be transferred except as set forth in Section 2.7 hereof.  
In the event the District shall subsequently determine that the continuation of the system of 
book-entry-only transfers through DTC (or a successor securities depository) is not in the best 
interests of the DTC participants, beneficial owners of the Certificate Owners or the District, the 
District will notify the Trustee, whereupon the Trustee will notify DTC of the availability 
through DTC of certificated securities representing the Certificates.  In such event, the Trustee 
shall execute and deliver and shall register Certificates in authorized denominations as requested 
by DTC. 

(b) The Interest Component shall be payable on each Interest Payment Date to the 
date of maturity or prepayment of the Certificates, whichever is earlier.  The Original Interest 
Component shall represent the portion of Lease Payments designated as interest and coming due 
during the six-month period immediately preceding each Interest Payment Date, computed on 
the basis of a 360-day year comprised of twelve 30-day months; following the Tax Credit 
Conversion Date, the Cash Interest Component shall represent the portion of Lease Payments 
designated as Cash Interest Payments and coming due during the three-month period 
immediately preceding each Cash Interest Payment Date.  The portion of the Lease Payments 
designated as the Interest Component shall be determined by the rates of interest applicable to 
the respective Certificates, including the Current Interest Certificates, if any. 

SECTION 2.6 Execution.  The Certificates shall be executed by and in the name of 
the Trustee by the manual signature of any authorized signatory of the Trustee.  The Trustee 
shall insert the date of execution of each Certificate in the place provided thereon. 

SECTION 2.7 Transfer and Exchange.  Each registration of exchange or transfer of a 
Certificate may be made only upon delivery of a duly executed written instrument of transfer or 
exchange in a form acceptable to the Trustee in substantially the form set forth at the end of the 
form of Certificate comprising Exhibit A to this Trust Agreement. 

(a) Transfer of Certificates.  Any Certificate may, in accordance with its terms, and 
subject to this Section, be transferred upon the books required to be kept pursuant to the 
provisions of Section 2.10 by the person in whose name it is registered, in person or by his duly 
authorized attorney, upon surrender of such Certificate for cancellation at the Principal Office of 
the Trustee, accompanied by delivery of a written instrument of transfer in a form acceptable to 
the Trustee, duly executed; provided, however, that the Trustee shall not effect the transfer of 
any Certificate (i) during the period established by the Trustee for selection of Certificates for 
prepayment or (ii) if such Certificate has been selected for prepayment.  Whenever any 
Certificate or Certificates shall be surrendered for transfer, the Trustee shall execute and deliver 
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a new Certificate or Certificates of the same series, maturity and interest rate and for a like 
aggregate Principal Component. 

(b) Exchange of Certificates.  Certificates may be exchanged at the Principal Office 
of the Trustee for a like aggregate Principal Component of Certificates of other Authorized 
Denominations of the same series, maturity and interest rate; provided, however, there shall be 
no exchange of Certificates during the period established by the Trustee for selection of 
Certificates for prepayment or of any Certificate already selected for prepayment.  The Trustee 
shall require the payment by the Owner requesting such exchange of any tax or other 
governmental charge required to be paid with respect to such exchange.  All Certificates 
surrendered pursuant to the provisions of this Section shall be canceled by the Trustee and shall 
not be redelivered. 

(c) Mutilated, Lost, Destroyed or Stolen Certificates.  If any Certificate shall become 
mutilated, the Trustee shall execute and deliver a new Certificate of like tenor and maturity in 
exchange and substitution for the Certificate so mutilated, but only upon surrender to the Trustee 
of the Certificate so mutilated.  Every mutilated Certificate so surrendered to the Trustee shall be 
canceled by it.  If any Certificate shall be lost, destroyed or stolen, evidence of such loss, 
destruction or theft may be submitted to the Trustee, and, if such evidence is satisfactory to the 
Trustee and, if an indemnity satisfactory to the Trustee shall be given, the Trustee shall execute 
and deliver a new Certificate of like tenor and maturity and numbered as the Trustee shall 
determine in lieu of and in substitution for the Certificate so lost, destroyed or stolen.  The 
Trustee may require payment of an appropriate fee from the Owner of such lost, stolen or 
destroyed Certificates for each new Certificate delivered under this Section.  Any Certificate 
executed and delivered under the provisions of this Section in lieu of any Certificate alleged to 
be lost, destroyed or stolen shall be equally and proportionately entitled to the benefits of this 
Trust Agreement with all other Certificates secured by this Trust Agreement.  The Trustee shall 
not treat both the original Certificate and any replacement Certificate as being Outstanding for 
the purpose of determining the principal amount of Certificates which may be executed and 
delivered hereunder or for the purpose of determining any percentage of Certificates Outstanding 
hereunder, but both the original and replacement Certificate shall be treated as one and the same.  
Notwithstanding any other provision of this Section, in lieu of delivering a new Certificate which 
has been mutilated, lost, destroyed or stolen, and which has matured, or which has been called 
for prepayment, the Trustee may make payment with respect to such Certificate upon receipt of 
indemnity satisfactory to the Trustee. 

(d) Form and Registration of Tax Credit Certificates.  (1) The Tax Credit Certificates, 
the Trustee’s certificate of authentication and registration, and the form of assignment to appear 
thereon shall be in substantially the form attached in Exhibit A-2 of this Trust Agreement, with 
necessary or appropriate variations, omissions and insertions as permitted or required by this 
Trust Agreement.  The Tax Credit Certificates shall be numbered in consecutive numerical order 
from TC-1 upwards. 

(2) The Tax Credit Certificates when executed and delivered, shall be Book-
Entry Tax Credit Certificates, registered in the name of “Cede & Co.,” as nominee of 
DTC, and shall be delivered initially upon exchange of the related 2009 Series A 
Certificate and thereafter be exchanged for one Tax Credit Certificate for each Tax Credit 

30



 

75856128.2 17 

Allowance Date for the related 2009 Series A Certificates, in the notional amount set 
forth in subsection (c) above.  DTC is hereby appointed depository for the Book-Entry 
Tax Credit Certificates and registered ownership of the Book-Entry Tax Credit 
Certificates may not thereafter be transferred except as provided below. 

(e) Execution and Authentication of Tax Credit Certificates.  The Tax Credit 
Certificates shall be signed by the manual or facsimile signatures of the Superintendent of the 
District.  The Tax Credit Certificates shall be authenticated by a manual signature of a duly 
authorized signatory of the Trustee. 

Only such of the Tax Credit Certificates as shall bear thereon a certificate of 
authentication and registration in the form given in Exhibit A-2 of this Trust Agreement, 
executed by the Trustee, shall be valid and obligatory for any purpose or entitled to the benefits 
of this Trust Agreement, and such certificate of the Trustee shall be conclusive evidence that the 
Tax Credit Certificates so authenticated have been duly authenticated and delivered hereunder 
and are entitled to the benefits of this Trust Agreement. 

(f) Book-Entry System for Tax Credit Certificates.  (1) The Tax Credit Certificates 
shall be initially executed and delivered and registered as provided in subsection (d).  Registered 
ownership of the Tax Credit Certificates, or any portion thereof, may not thereafter be transferred 
except as provided herein for the transfer of Certificates generally. 

(2) The District and the Trustee shall be entitled to treat the person in whose 
name any Tax Credit Certificate is registered as the Owner thereof, notwithstanding any 
notice to the contrary received by the Trustee, the District and the Trustee shall have no 
responsibility for communicating with, notifying, or otherwise dealing with any 
beneficial owners of the Tax Credit Certificates.  Neither the District nor the Trustee shall 
have any responsibility or obligation, legal or otherwise, to the beneficial owners or to 
any other party including DTC or its successor (or substitute depository or its successor), 
except as the Owner of any Tax Credit Certificates. 

(3) So long as the Tax Credit Certificates are registered in the name of Cede 
& Co. or its registered assigns, the District and the Trustee shall cooperate with Cede & 
Co., as sole holder, or its registered assigns, in effecting payment of the Prepayment 
Price, if any, of the Tax Credit Certificates by arranging for payment in such manner that 
funds for such payments are properly identified and are made immediately available (e.g., 
by wire transfer) on the date they are due, and the Trustee shall provide notice to DTC of 
the expiration of each Tax Credit Certificate, not less than forty-five (45) days prior to the 
Tax Credit Allowance Date for such Tax Credit Certificate. 

(g) Transfer of Tax Credit Certificates that Are Not Book-Entry Tax Credit 
Certificates.  In the event that at any time the Tax Credit Certificates shall not be registered in the 
name of Cede & Co., then the procedures contained in this Section 2.7 shall apply. 

Any Tax Credit Certificate may, in accordance with its terms, be transferred upon the 
books required to be kept pursuant to the provisions hereof by the person in whose name it is 
registered, in person or by the duly authorized attorney of such person, upon surrender of such 
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Tax Credit Certificate to the Trustee for cancellation, accompanied by delivery of a duly 
executed written instrument of transfer in a form approved by the Trustee. 

Whenever any Tax Credit Certificate shall be surrendered for transfer, the designated 
District officials shall execute and the Trustee shall authenticate and deliver a new Tax Credit 
Certificate of Tax Credit Certificates for a like aggregate notional amount.  The Trustee shall 
require the payment by the Owner requesting any such transfer of any tax or other governmental 
charge required to be paid with respect to such transfer. 

No transfer of Tax Credit Certificates shall be required to be made by the Trustee from 
the date on which notice of prepayment is given for the related 2009 Series A Certificates to and 
including the specified prepayment date or, with respect to related 2009 Series A Certificates that 
includes an Interest Component, during the period from any Record Date to the following 
Interest Payment Date. 

(h) Exchange of Tax Credit Certificates.  Tax Credit Certificates may be exchanged 
at the designated office of the Trustee, for a like aggregate notional amount of Tax Credit 
Certificates of other Authorized Denominations.  The Trustee shall require the payment by the 
Owner requesting such exchange of any tax or other governmental charge required to be paid 
with respect to such exchange.  If the related 2009 Series A Certificates bear current interest, no 
exchange of Tax Credit Certificates shall be required to be made by the Trustee during the period 
from any Record Date to and including the following Interest Payment Date or, regardless of the 
interest represented by the 2009 Series A Certificates, from the date on which notice of 
prepayment is given to and including the specified prepayment date. 

(i) Mutilated, Destroyed, Stolen or Lost Tax Credit Certificates.  In case any Tax 
Credit Certificate shall become mutilated, or shall be believed by the District or the Trustee to 
have been destroyed, stolen or lost, upon proof of ownership satisfactory to the Trustee, and 
upon the surrender of such mutilated Tax Credit Certificate at the Principal Corporate Trust 
Office or upon the receipt of evidence satisfactory to the Trustee of such destruction, theft or 
loss, and upon receipt also of indemnity satisfactory to the District and the Trustee, and upon 
payment by the Owner of all expenses incurred by the District and the Trustee, the District shall 
execute and the Trustee shall authenticate and deliver at said office a new Tax Credit Certificate 
or Tax Credit Certificates of the same maturity and for the same notional amount, of like tenor 
and date, bearing the same number or numbers, with such notations as the Trustee shall 
determine, in exchange and substitution for and upon cancellation of the mutilated Tax Credit 
Certificate, or in lieu of and in substitution for the Tax Credit Certificate so destroyed, stolen or 
lost. 

If any such destroyed, stolen or lost Tax Credit Certificate shall have been called for 
prepayment, payment of the amount due thereon may be made by the District or the Trustee 
upon receipt of like proof, indemnity and payment of expenses. 

SECTION 2.8 Separation and Recombining of Principal Component and Tax Credit 
Component.  The Series A Certificates include a Principal Component, an Original Interest 
Component and a Tax Credit Component.  At the option of an Owner of a Series A Certificate, 
the ownership of the Principal Component may be separated or “stripped” from such Series A 
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Certificate.  At any time following the delivery of applicable guidance from the Department of 
the Treasury (the “Strip Guidance”), by written request to the Trustee in the form attached hereto 
(each, a “Tax Credit Strip Request”), the Owner of a Series A Certificate may, upon presentation 
of such Series A Certificate, direct the Trustee to authenticate and deliver Principal Strip 
Certificates in a face amount equal to the principal component of the Series A Certificates to be 
so separated and corresponding Tax Credit Strips representing the entitlement to the allocable 
Tax Credits with respect thereto.  The form of the Tax Credit Strip Request may be modified or 
amended by the Trustee at the direction of the District, based on advice of Special Counsel 
following the delivery of the Strip Guidance.  Upon receipt of a Tax Credit Strip Request and the 
presentation of the affected Series A Certificate, the Trustee shall (i) authenticate and deliver to 
or upon the order of the Owner so requesting Principal Strip Certificates in a face amount equal 
to the principal component of the Series A Certificate so presented; (ii) authenticate and deliver 
to or upon the order of the Owner so requesting, individual Tax Credit Certificates for each 
remaining Tax Credit Allowance Date in a face amount equal to twenty-five percent (25%) of 
the product of (A) the principal component of the Series A Certificate so presented and (B) the 
Tax Credit Rate; and (iii) contemporaneously with the delivery thereof, reduce, by the amount so 
converted, the number of Series A Certificates that have not been stripped.  Upon any separation 
of the ownership of the Principal Component of a Series A Certificate from the entitlement of the 
Owner thereof to the related Tax Credits, the Owner of the Principal Strip Certificate related 
thereto shall be entitled only to payment of said Principal Component at maturity and to amounts 
representing the Interest Component thereof.  The Principal Component and the Original Interest 
Component of the Series A Certificates are not separable.   

Notwithstanding the separation, if any, of the ownership of the Principal Component of a 
Series A Certificate from the entitlement of the Owner thereof to the related Tax Credits, the 
stripped Series A Certificate and the related Tax Credits shall continue to be considered 
Outstanding hereunder until maturity or earlier prepayment. 

In the event that an Owner of a Principal Strip Certificate and all of the related Tax Credit 
Strips shall so request, the Trustee shall accept a tender of such Principal Strip Certificate and 
related Tax Credit Strips at its Principal Office and shall thereupon (1) authenticate and deliver a 
recombined Series A Certificate, which thereafter shall again represent the combined Principal 
Component, the Interest Component and the Tax Credit Component thereof and (2) reduce, by 
the Principal Component of the Series A Certificates so recombined, the number of separate 
Principal Strip Certificates and Tax Credit Strips Outstanding hereunder. 

SECTION 2.9 Use of Depository Trust Company.  Notwithstanding any provision of 
this Trust Agreement to the contrary: 

(a) The Certificates shall be initially delivered and registered as provided in 
Section 2.3(a).  Registered ownership of the Certificates, or any portion thereof, may not 
thereafter be transferred except: 

(i) To any successor of DTC or its nominee, or to any substitute depository 
designated pursuant to clause (ii) of this subsection (a) (“substitute depository”); 
provided that any successor of DTC or its nominee or a substitute depository shall be 
qualified under any applicable laws to provide the services proposed to be provided by it; 

33



 

75856128.2 20 

(ii) To any substitute depository designated by the District and not objected to 
by the Trustee [or the Insurer,] upon (1) the resignation of DTC or its successor (or any 
substitute depository or its successor) or (2) a determination by the District that DTC or 
its successor (or any substitute depository or its successor) is no longer able to carry out 
its functions as the District’s security depository; provided that any such substitute 
depository shall be qualified under any applicable laws to provide the services proposed 
to be provided by it; or 

(iii) To any person as provided below, upon (1) the resignation of DTC or its 
successor (or substitute depository or its successor) from its functions as depository; 
provided that no substitute depository which is not objected to by the Trustee or the 
Insurer can be obtained or (2) a determination by the District that it is in the best interests 
of the District to remove DTC or its successor (or any substitute depository or its 
successor) from its functions as securities depository hereunder. 

(b) In the case of any transfer pursuant to clause (i) or clause (ii) of subsection (a) 
hereof, upon receipt of the Outstanding Certificates by the Trustee, together with a request from 
the District to the Trustee, a single new Certificate shall be executed and delivered in the 
aggregate principal amount of the Certificates then Outstanding, registered in the name of such 
successor or such substitute depository, or their nominees, as the case may be, all as specified in 
such request from the District.  In the case of any transfer pursuant to clause (iii) of 
subsection (a) hereof, upon receipt of the Outstanding Certificates by the Trustee, new 
Certificates shall be executed and delivered in such denominations and registered in the names of 
such persons as are requested by DTC or its successors, subject to the limitations of Section 2.5 
hereof, provided that the Trustee shall not be required to deliver such new Certificates within a 
period less than sixty (60) days from the date of receipt of such a request. 

(c) In the case of partial prepayment or refunding of the Certificates evidencing all or 
a portion of the Principal Component thereof Outstanding, DTC shall make an appropriate 
notation on the Certificates indicating the date and amounts of such reduction in principal.  The 
Trustee shall not be liable for any error or omission by DTC in making such notation and the 
records of the Trustee as to the Outstanding Principal Component of the Certificates shall be 
controlling. 

(d) The Trustee, the District [and the Insurer] shall be entitled to treat the person in 
whose name any Certificate is registered as the Owner thereof for all purposes of this Trust 
Agreement and any applicable laws, notwithstanding any notice to the contrary received by the 
Trustee, the District [or the Insurer] and the Trustee, the District [or the Insurer] shall have no 
responsibility for transmitting payments to, communication with, notifying or otherwise dealing 
with any beneficial owners of the Certificates.  The Trustee, the District and the Insurer will have 
no responsibility or obligations, legal or otherwise, to the beneficial owners or to any other party 
including DTC or its successors, except for the Owner of any Certificate. 

(e) So long as the Outstanding Certificates are registered in the name of DTC or a 
successor depository, the District and the Trustee shall cooperate with DTC or such successor 
depository, as sole registered Owner, in effecting payment of the principal and prepayment 
premium, if any, and interest with respect to the Certificates by arranging for payment in such 
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manner that funds for such payments are properly identified and are made immediately available 
on the date they are due.  Notwithstanding anything to the contrary set forth herein, so long as 
the Certificates are registered in the name of DTC, all payments of principal, interest and 
prepayment price shall be made by the Trustee in accordance with the provisions of the Letter of 
Representation between DTC and the District. 

(f) If at any time during which the Certificates are immobilized with DTC, there shall 
arise a conflict between the procedures for payment, credit and notice provided in this Trust 
Agreement and those comprising the then-standard procedures of DTC, the latter shall govern. 

(g) In the case of any transfer of the Registration Books pursuant to the resignation or 
removal of DTC or its successor (or any substitute depository), upon receipt of the Principal 
Strip Certificates and Tax Credit Certificates, as applicable, related to Outstanding Series A 
Certificates by the Trustee, together with a written request, new Principal Strip Certificates and 
Tax Credit Certificates, as applicable, related to such Series A Certificate will be executed and 
delivered in such denominations, numbered in the manner determined by the Trustee and 
registered in the names of such person as are requested in such written request, and thereafter, 
the Principal Strip Certificates and the Tax Credit Certificates related to such Series A 
Certificates will be transferred hereunder, provided that the Trustee will not be required to 
deliver such new Principal Strip Certificates and Tax Credit Certificates related to such Series A 
Certificates within a period of fewer than sixty (60) days after the termination of DTC as the 
securities depository hereunder. 

SECTION 2.10 Certificate Register.  The Trustee will keep or cause to be kept, at its 
Principal Office, sufficient books for the registration and transfer of the Certificates (the 
“Registration Books”) which shall at all times be open to inspection by the District during 
regular business hours with reasonable prior notice; and, upon presentation for such purpose, the 
Trustee shall, under such reasonable regulations as it may prescribe, register or transfer or cause 
to be registered or transferred on said books, Certificates as hereinbefore provided.  The Trustee, 
the District and the [Insurer] shall be entitled to treat the registered owner of a Certificate as the 
absolute Owner thereof for all purposes, whether or not a Certificate shall be overdue, and the 
Trustee, the District and the Insurer shall not be affected by any notice to the contrary. 

SECTION 2.11 Additional Certificates.  (a) General.  Subsequent to the execution and 
delivery by the Trustee of the 2009 Series A Certificates and the 2009 Series B Certificates, the 
Trustee shall, upon written request of the Authorized Representative [and the prior written 
consent of the Insurer], execute and deliver from time to time one or more Series of Additional 
Certificates in such aggregate principal amount as may be set forth in such written request, which 
may take the form of a Supplemental Trust Agreement, provided that the District shall certify 
that there shall have been compliance with all of the following conditions, which are hereby 
made conditions precedent to the preparation, execution and delivery of such Additional 
Certificates: 

(i) The parties to this Trust Agreement shall[, with the prior written consent 
of the Insurer,] have executed a Supplemental Trust Agreement, setting forth the terms 
and provisions of such Additional Certificates, including the establishment of such funds 
and accounts, separate and apart from the funds and accounts initially established 
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hereunder for the 2009 Series A Certificates and the 2009 Series B Certificates, 
respectively, as shall be necessary or appropriate, which Supplemental Trust Agreement 
shall require that, prior to the delivery of any Additional Certificates, the Reserve 
Requirement with respect to such Additional Certificates shall be deposited into the 
Reserve Fund established hereunder, or in a reserve fund established in such 
Supplemental Trust Agreement, or a Surety Bond or similar instrument in a similar 
amount shall be deposited with the Trustee; 

(ii) The principal and interest payable with respect to the Additional 
Certificates and any premium payable upon prepayment of such Additional Certificates 
shall be payable only on Interest Payment Dates; 

(iii) [The Policy shall have been increased or a new policy from the Insurer 
issued to cover the Additional Certificates;] 

(iv) The Lease and the Site Lease shall have been amended by the parties 
thereto if necessary in order to (i) increase or adjust the Lease Payments due and payable 
on each Lease Payment Date to an amount sufficient to pay the principal, premium, if 
any, and interest payable with respect to all Outstanding Certificates, including all 
Additional Certificates, as and when the same mature or become due and payable (except 
to the extent that such principal, premium and interest may be payable out of moneys 
then on deposit in the Reserve Fund, the Net Insurance Proceeds Fund or otherwise on 
deposit with the Trustee in accordance with this Trust Agreement), (ii) if appropriate, 
amend the definition of “Leased Property” to provide that the Lease Payments, following 
the date of delivery of the Additional Certificates, will represent the fair rental value of 
the Leased Property; and (iii) make such other revisions to the Lease as may be necessary 
or advisable in order to provide for the execution and delivery of such Additional 
Certificates; 

(v) There shall have been delivered to the Trustee a counterpart of the 
amendments described in the foregoing paragraph; and 

(vi) The rating on the Certificates shall have been confirmed by each of the 
Rating Agencies, taking into account the additional obligations of the District represented 
by the Additional Certificates. 

ARTICLE III 
USE OF PROCEEDS; DELIVERY COSTS FUND 

SECTION 3.1 Application of Proceeds and Other Funds. 

(a) The proceeds received by the Trustee from the sale of the 2009 Series A 
Certificates and certain other funds received from the District (which other funds comprise the 
“District Contribution”) shall forthwith be deposited by the Trustee into a temporary proceeds 
fund (the “Proceeds Fund”), for further distribution among the following respective funds and 
accounts and in the following order of priority: 
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(i) The Trustee shall deposit an amount equal to $__________ as the 
Delivery Costs into the 2009 Series A Delivery Costs Fund; 

(ii) The Trustee shall deposit an amount equal to $__________ into the 2009 
Series A Project Fund; and 

(iii) The Trustee shall deposit the District Contribution equal to $__________, 
comprising [____% of] the Reserve Requirement, into the 2009 Series A Reserve Fund. 

[(b) The proceeds from the sale of the 2009 Series B Certificates shall be applied to 
the payment of the premium for the Policy.] 

SECTION 3.2 Establishment and Use of Delivery Costs Fund.  The Trustee shall 
establish a special trust fund designated as the “Sierra Sands Unified School District Delivery 
Costs Fund, 2009 Series A” (the “Delivery Costs Fund”) shall keep such funds separate and apart 
from all other funds and moneys held by it; and shall administer such funds as herein provided.  
The Trustee shall close the Delivery Costs Fund on the earlier of the day the last amounts are 
withdrawn therefrom or the day which is 120 days after the Closing Date.  Any balance 
remaining on deposit in the Delivery Costs Fund on the day which is 120 days after the Closing 
Date shall be transferred to the Lease Payment Fund and applied as a credit against the next 
Lease Payment due from the District.  On or after the Closing Date, the Trustee shall disburse 
moneys in the Delivery Costs Fund upon receipt of Requisitions signed by the District, 
substantially in the form of Exhibit B hereto, appropriately modified in accordance with this 
paragraph, solely for payment or reimbursement of Delivery Costs to each person, firm or 
agency identified in such Requisitions. 

SECTION 3.3 District as Agent of Authority; Establishment and Use of Project Fund.  
The Authority hereby designates the District as its agent in fact for the construction, acquisition 
and installation of all Components of the Project, which the District shall accomplish in 
accordance with its customary standards for capital projects and in strict conformity with 
applicable laws of the State and with the requirements of the Recovery Act applicable to projects 
constructed with the proceeds of Qualified School Construction Bonds.  There shall be credited 
to the Project Fund the proceeds of sale of the Certificates pursuant to Section 3.1, all investment 
earnings on moneys held in the Project Fund, the amounts required by Section 6.3 hereof and any 
other funds from time to time deposited with the Trustee for such purposes.  The Trustee shall 
disburse moneys from the Project Fund from time to time, either to pay Project Costs directly or 
to reimburse the District for payment of Project Costs, upon receipt by the Trustee of a 
Requisition signed by the Authorized Representative of the District.  The Trustee may rely 
conclusively upon each Requisition as to the amount to be disbursed. 

SECTION 3.4 Final Expenditures from Project Fund.  In accordance with the 
requirements of the Recovery Act, the District covenants and agrees to expend all proceeds of 
the Certificates deposited into the Project Fund, and all earnings thereon, on qualified capital 
projects by a date no later than December __, 2013 (the “Close-out Date”).  On the Close-out 
Date, the Trustee shall notify the District and the Department of the amount remaining 
unexpended in the Project Fund, and shall promptly transfer such amount to the Prepayment 
Fund to be applied to the prepayment of Certificates in accordance with Section 4.3 hereof; 
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provided, however, that if the District has established the Tax Credit Conversion Date and the 
Series A Certificates have been converted to Current Interest Certificates prior to the Close-out 
Date, no transfer of funds to the Prepayment Fund will be effected. 

SECTION 3.5 Security Interests in Moneys and Funds and Accounts.  The Lessor and 
the District, as their respective interests may appear, hereby grants or will grant, to the Trustee 
for the benefit of the Owners [and the Insurer], a lien on, and a security interest in, all moneys in 
the funds and accounts established hereunder, including without limitation, any accounts and 
subaccounts therein, and in respect of the foregoing, all investments thereof and all interest and 
other income thereon and therefrom, and all such moneys and proceeds shall be held by the 
Trustee in trust and applied for the purposes provided for herein. 

ARTICLE IV 
PREPAYMENT OF CERTIFICATES 

SECTION 4.1 Establishment of Prepayment Fund.  (a)  The Trustee shall establish a 
special trust fund designated as the “Sierra Sands Unified School District Prepayment Fund, 
2009 Series A and 2009 Series B” (the “Prepayment Fund”) shall keep such funds separate and 
apart from all other fund and moneys held by it; and shall administer such funds as herein 
provided.  Prior to any prepayment of the Certificates, an amount at least equal to the amount 
necessary to prepay the Certificates shall be deposited by the District into the Prepayment Fund.  
As provided in Section 5.6, prepayments of the 2009 Series A Certificates shall be made from 
money available therefore, including unexpended proceeds of the 2009 Series A Certificates on 
deposit in the Project Fund and amounts deposited into the Prepayment Fund by the District, 
which the Trustee is instructed to accept; provided, however, that unexpended proceeds of the 
2009 Series A Certificates may not be applied to the prepayment of any 2009 Series B 
Certificates.  Any prepayments of the Certificates in advance of their maturity shall be made on 
the date designated for prepayment and upon presentation and surrender of such Certificates. 

(b) Upon the Trustee’s receipt of each Prepayment of Lease Payments from the 
District under Section 10.1 or 10.2 of the Lease, the Trustee shall give prompt notice to the 
District [and the Insurer] of such receipt and the amount of said Prepayment.  All amounts 
representing Prepayments hereunder shall be deposited into the Prepayment Fund. 

SECTION 4.2 Prepayment From Net Insurance Proceeds.  (a)  Upon the receipt of 
Net Insurance Proceeds from the District, the Trustee shall promptly deposit such moneys into 
the Net Insurance Proceeds Fund and shall promptly provide notice thereof to the District [and 
the Insurer]; the District shall then deliver a Written Order to the Trustee, directing the Trustee to 
retain the Net Insurance Proceeds in the Net Insurance Proceeds Fund to be used to replace or 
repair the Leased Property, or to deposit such Net Insurance Proceeds into either (i) the 
Prepayment Fund, or (ii) the Lease Payment Fund as a credit against the Lease Payments, as may 
be required by the Lease; [provided, however, that the District shall first obtain the prior written 
consent of the Insurer before it elects to repair or replace any portion of the Leased Property]; 
provided, however, that all 2009 Series A Certificates shall be prepaid from Net Insurance 
Proceeds prior to prepaying any 2009 Series B Certificates from Net Insurance Proceeds.  The 
Certificates are subject to prepayment on any Payment Date in whole or in part in Authorized 
Denominations, in an amount not greater than the amount of Net Insurance Proceeds with respect 
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to the condemned, damaged or destroyed Leased Property. Such Net Insurance Proceeds shall be 
deposited in the Prepayment Fund to be credited towards the prepayment of the Lease Payments 
to be made by the District pursuant to Section 10.3 of the Lease, at a prepayment price equal to 
the principal amount of the Certificates to be prepaid, together with accrued interest to the date 
fixed for prepayment, without premium.  In the event of a prepayment of Certificates as provided 
in Section 5.6 and fewer than all Outstanding Certificates are called for prepayment, the Trustee 
shall select Certificates for prepayment from the Outstanding Certificates in accordance with the 
provisions of Section 4.6.  The Trustee shall promptly notify the District, the Lessor and the 
Insurer in writing of the Certificates so selected for prepayment. 

[In the event that Net Insurance Proceeds are sufficient, together with other moneys as 
may be provided by the District, to prepay the Lease Payments in full, payments from Net 
Insurance Proceeds may be applied to the prepayment of Certificates without the further consent 
of the Insurer; if such Net Insurance Proceeds are less than the amount necessary to prepay the 
Certificates in full, no prepayment of Certificates may be effected hereunder without the prior 
written consent of the Insurer.] 

Whenever Net Insurance Proceeds are set aside for prepayment of Certificates under this 
Section, such Net Insurance Proceeds shall, promptly upon receipt, be invested by the Trustee at 
the direction of the District in Permitted Investments maturing in time and amount sufficient to 
provide for the payment in full of the Principal Component of the affected Certificates or for the 
other purposes provided in Section 5.6. 

In the event the District elects to repair or replace the Leased Premises with Net 
Insurance Proceeds and does not receive sufficient Net Insurance Proceeds for that purpose, the 
District shall use its best efforts to provide sufficient funds, if necessary, in excess of such Net 
Insurance Proceeds to repair or replace the Leased Property and to make Lease Payments 
pursuant to the Lease. 

(b) In the event that the District shall have delivered a Written Order directing the 
Trustee to retain the Net Insurance Proceeds in the Net Insurance Proceeds Fund, the Trustee 
shall apply such moneys in accordance with Section 7.1(b). 

(c) The District shall be permitted to request the replacement or repair of the  Leased 
Property only if (i) the Net Insurance Proceeds available for such purpose, together with any 
other funds supplied by the District for such purpose, are sufficient therefor, (ii) in the event that 
damage or destruction results in an abatement of Lease Payments, the Lessee Representative 
certifies and covenants to the Trustee that such replacement or repair can be fully completed 
within a period not in excess of the period in which rental interruption insurance proceeds will be 
available to pay in full all Lease Payments coming due during such period as described in 
Section 5.5 of the Lease, [(iii) the Insurer shall have consented, in writing, to such repair or 
replacement, or (iv) such requirements are waived by the Insurer.] 

(d) If, following the use by the District of Net Insurance Proceeds for the purposes 
described above, there remains an excess amount, the District shall direct the Trustee to deposit 
such excess Net Insurance Proceeds into the Lease Payment Fund and it shall be afforded a credit 
against its immediately succeeding Lease Payments due. 
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SECTION 4.3 Extraordinary Mandatory Prepayment.  (a)  Unexpended Proceeds.  
The 2009 Series A Certificates shall be subject to extraordinary mandatory Prepayment, in whole 
or in part, on December 15, 2012, or, in the event of an extension negotiated with the Internal 
Revenue Service, on a Tax Credit Allowance Date that occurs on or before March 15, 2014, in 
Authorized Denominations, at a Prepayment Price equal to the Principal Component of the 2009 
Series A Certificates called for prepayment, in a Principal Component equal to unexpended 
proceeds of the sale of the 2009 Series A Certificates held by the District, plus the Prepayment 
Premium, but only to the extent that the District fails to expend all of the net proceeds of the 
Certificates within three years of issuance thereof and no extension of the period for expenditure 
has been granted by the Service.  The District shall provide written notice to the Trustee of any 
extension described in this Section, received by the District. 

(b) Loss of Status.  Upon a Determination of Loss of Qualified School Construction 
Bond Status, the 2009 Series A Certificates shall be subject to extraordinary mandatory 
prepayment prior to their fixed maturity date, in whole on the date designated to the Trustee in 
writing by the District, which date shall be a date on or prior to the January 15 following the next 
succeeding August 1 after such Determination of Loss of Qualified School Construction Bond 
Status, at a Prepayment Price equal to (i) the Principal Component of the Certificates called for 
prepayment, plus (ii) the Prepayment Premium, plus (iii) accrued interest with respect to the 
principal amount of the 2009 Series A Certificates called for prepayment (calculated at the Tax 
Credit Rate) from the Tax Credit Allowance Date immediately preceding the Prepayment Date to 
the Prepayment Date.  The District shall cause the Prepayment Premium to be calculated and 
shall provide such calculations to the Trustee; the Trustee shall be entitled to rely upon the 
calculation of the Prepayment Premium as so provided to it by the District and shall not incur 
any liability to any party whatsoever in connection with the payment of the Prepayment 
Premium. 

In addition, in the event that any Tax Credits recognized prior to the date of prepayment 
of the 2009 Series A Certificates are determined to be ineligible as Tax Credits as a result of the 
Determination of Loss of Qualified School Construction Bond Status, the Prepayment Price shall 
include an additional amount payable to the Owners, as of the applicable Tax Credit Allowance 
Dates, of the Tax Credit Certificates for such Tax Credits equal to the amount of such Tax 
Credits, plus interest thereon from the applicable Tax Credit Allowance Date to the Prepayment 
Date, at a rate equal to the large corporate underpayment rate determined from time to time by 
the Service.  The District shall cause such additional amount to be calculated and shall provide 
such calculations to the Trustee; the Trustee shall be entitled to rely upon the calculation of such 
additional amount as so provided to it by the District and shall not incur any liability to any party 
whatsoever in connection with the payment of such additional amount. 

In the event that the ownership of the Tax Credit Certificates has been separated from the 
ownership of the 2009 Series A Certificates, and registered separately pursuant hereto, the Tax 
Credit Certificates related to the prepaid 2009 Series A Certificates shall be called for 
prepayment in the same manner as the 2009 Series A Certificates being prepaid, and the 
Prepayment Price shall be allocated to the Principal Components of the 2009 Series A 
Certificates, and the Tax Credit Certificates in the proportions set forth in the Table of 
Prepayment Values for Tax Credits and Principal Strips attached hereto as Schedule I. 
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SECTION 4.4 [IF AUTHORIZED:]  Optional Prepayment.  (a)  2009 Series A 
Certificates.  The 2009 Series A Certificates are subject to prepayment in whole or in part (in 
Authorized Denominations), on any date on or after December 15, 20__, from moneys deposited 
in the Lease Payment Fund as a result of the exercise by the District of its option to prepay its 
Lease Payments, exercised by notifying the Trustee at least 45 days prior to the scheduled 
prepayment date, as provided in the Lease Agreement, at a prepayment price calculated as 
follows:  [MAKE WHOLE PROVISIONS TO FOLLOW]. 

(b) 2009 Series B Certificates.  The 2009 Series B Certificates are subject to 
prepayment in whole or in part (in Authorized Denominations), on any date on or after 
December 15, 20__, [TO COME]. 

(c) In the event that the District gives written notice to the Trustee of its election to 
prepay Lease Payments in accordance with the Lease and makes a deposit with the Trustee 
which is either insufficient for the payment of the full prepayment price of affected Certificates 
or is untimely for the giving of notice of prepayment to the Owners, the Trustee shall not then 
give such notice, but, at the written direction of the District, shall either return such Prepayment 
to the District or credit it against the next Lease Payments due from the District, as the District 
may elect, and the District shall subsequently continue to make its Lease Payments as if no such 
notice of election to prepay had been given hereunder or under the Lease.  The Trustee shall give 
contingent notice to Owners of optional prepayment hereunder. 

SECTION 4.5 Conversion of Series A Certificates into Current Interest Certificates.  
On the Tax Credit Conversion Date, the Series A Certificates will be converted, in whole or in 
part, into Current Interest Certificates which, in lieu of providing the Owners thereof credits 
against federal income tax liability, will represent interest, in addition to the original Interest 
Component thereof, at the Tax Credit Rate, payable on each Cash Interest Payment Date, being 
each March 15, June 15, September 15 and December 15 of each year, commencing on the first 
of such dates following the Tax Credit Conversion Date.  Upon any such conversion, each 
Current Interest Certificate so converted would represent interest (the “TCR Interest 
Component”) from the Cash Interest Payment Date next preceding the date of authentication 
thereof, unless it is authenticated during the period after the Record Date immediately preceding 
any Cash Interest Payment Date to and including such Cash Interest Payment Date, in which 
event, it would represent interest from such Cash Interest Payment Date, or unless it is 
authenticated on or before the Record Date preceding the first Cash Interest Payment Date, in 
which event, it would represent interest from the Tax Credit Conversion Date.  Such interest 
would be computed on the basis of a 360-day year of twelve 30-day months. 

Following the conversion of the Series A Certificates, in whole or in part, to Current 
Interest Certificates, (i) such Series A Certificates, any Principal Strip Certificates related thereto 
and any related Tax Credit Strips representing Tax Credits for Tax Credit Allowance Dates 
following the Tax Credit Conversion Date shall, on the Tax Credit Conversion Date or as soon 
thereafter as is practical, be exchanged by the Owners thereof for Current Interest Certificates, 
the Principal Strip Certificates related to such Current Interest Certificates and, in the case of Tax 
Credit Strips, for Cash Interest Certificates, without the need for any further action or proceeding 
by the District, (ii) such Current Interest Certificates, related Principal Strip Certificates and 
Cash Interest Certificates shall, from and after the Tax Credit Conversion Date, be, for all 
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purposes, Current Interest Certificates, Principal Strip Certificates and Cash Interest Certificates, 
respectively, and (iii) if the Series A Certificates that have been converted to Current Interest 
Certificates have not already ceased to be “qualified school construction bonds” under Section 
54F of the Code as a result of a Determination of Loss of Qualified School Construction Bond 
status, such Series A Certificates, from and after the Tax Credit Conversion Date, shall cease to 
be such “qualified school construction bonds.”  If the Series A Certificates are converted, in 
whole or in part, to Current Interest Certificates, any affected Series A Certificates, Principal 
Strip Certificates or Tax Credit Strips not exchanged for current Interest Certificates, Principal 
Strip Certificates or Cash Interest Certificates by the Owners thereof shall be deemed to have 
been so exchanged, and the Registration Books shall reflect that fact.  The Owner of any 
Principal Strip Certificate related to a Current Interest Certificate shall be entitled only to the 
Original Interest Component and not to the TCR Interest Component thereof. 

Upon a conversion as provided above, the Trustee will send a written notice to the 
Owners of affected Series A Certificates, Principal Strip Certificates and Tax Credit Strips, 
stating that (1) as of the Tax Credit Conversion Date, the affected Series A Certificates will have 
been converted to Current Interest Certificates for all purposes of this Trust Agreement and (2) 
such Owners will be required to deliver, on the Tax Credit Conversion Date or as soon thereafter 
as may be practical, their Series A Certificates, any Principal Strip Certificates and Tax Credit 
Strips (but only for Tax Credit Allowance Dates occurring after the Tax Credit Conversion Date) 
to the Trustee in exchange for a Current Interest Certificate or Certificates, related Principal Strip 
Certificates and Cash Interest Certificates in Authorized Denominations in the same respect face 
amount as the Series A Certificates, Principal Strip Certificates and Tax Credit Strips so 
delivered by such Owners.  Upon such conversion, the District shall execute and the Trustee 
shall authenticate and deliver to the Owners of affected Series A Certificates, Principal Strip 
Certificates and Tax Credit Strips entitled thereto, fully registered Current Interest Certificates, 
Principal Strip Certificates and Cash Interest Certificates.  

In addition, in the event that any Tax Credits with respect to Tax Credit Allowance Dates 
occurring or prior to the Tax Credit Conversion Date are determined to be ineligible as Tax 
Credits as a result of a Determination of Loss of Qualified School Construction Bond Status, the 
District will pay to the Owners (as of the applicable Tax Credit Allowance Dates for such 
disallowed Tax Credits) of the disallowed Tax Credits (whether as part of the Series A 
Certificates or as stripped Tax Credit Certificates), as appropriate, an amount equal to the amount 
of such disallowed Tax Credits, plus interest thereon from the applicable Tax Credit Allowance 
Date to the date of payment, compounded quarterly at the rates equal to the large corporate 
underpayment rates determined from time to time by the Services during such interest 
compounding period, to be paid on or before the January 15th following the next succeeding 
August 1 after the Date of Determination of Loss of Qualified School Construction Bond status. 

SECTION 4.6 Separation and Recombining of Principal Component and Cash 
Interest Certificates following Tax Credit Conversion Date.  The Current Interest Certificates, if 
any, will include a Principal Component, an Original Interest Component and a Cash Interest 
Component, and, at the option of an Owner of a Current Interest Certificate, the ownership of the 
Principal Component and Original Interest Component may be separated or “stripped” from the 
Current Interest Certificate and sold.  At any time, by  written request to the Trustee, 
substantially in the form appended hereto as Exhibit __ (the “Cash Interest Strip Request”), the 
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Owner of a Current Interest Certificate may, upon presentation of such Current Interest 
Certificate, direct the Trustee to authenticate and deliver a Principal Strip Certificate in a 
principal amount equal to the Principal Component of the related Series A Certificate and 
separate Cash Interest Certificates. 

Upon receipt of a Cash Interest Strip Request and the related Current Interest Certificates, 
the Trustee will (i) authenticate and deliver to or upon the order of the Owner so requesting, a 
Principal Strip Certificate in a principal amount equal to the Principal Component of the Current 
Interest Certificates so presented; (ii) authenticate and deliver to or upon the order of the Owner 
so requesting, Cash interest Certificates for each remaining Cash Interest Payment Date in an 
amount equal to twenty-five percent (25%) of the product of (a) the Principal Component of the 
related Current Interest Certificate and (b) the Tax Credit Rate; and (iii) contemporaneously with 
the delivery thereof, reduce, by the amount so converted, the amount of Current Interest 
Certificate that have not been stripped.  Upon any separation of the ownership of the Principal 
Component of a Current Interest Certificate from the entitlement of the Owner thereof to the 
related Cash Interest Payments, the Owner of the Principal Strip Certificate related thereof will 
be entitled only to the payment of the Principal Component upon maturity and to the related 
Original Interest Component. 

Notwithstanding the separation, if any, of the ownership of the Principal Component of a 
Current Interest Certificate from the entitlement of the Owner thereof to the related Cash Interest 
Payment Component, the previously combined Current Interest Certificate will remain 
Outstanding, and the ownership of the Principal Strip Certificates, evidencing the right to the 
related Principal Component and Original Interest Component, and the ownership of the Cash 
Interest Certificates will together constitute such Outstanding Current Interest Certificates. 

Following the Tax Credit Conversion Date, the Owner of a Principal Strip Certificate and 
of all the remaining Cash Interest Certificates related thereto may recombine such securities into 
unstripped Current Interest Certificates, in the same method and with the same effect as provided 
for recombining Principal Strips and Tax Credit Certificates set forth in Section 2.8. 

SECTION 4.7 Selection of Certificates for Prepayment.  All or a portion of any 
Certificate may be prepaid, but only in a Principal Component equal to the appropriate 
Authorized Denomination.  Except as otherwise provided herein, whenever provision is made in 
this Trust Agreement for the prepayment of Certificates and fewer than all Outstanding 
Certificates are called for prepayment, the Trustee shall select Certificates for prepayment from 
the Outstanding Certificates not previously called for prepayment by lot, in any manner which 
the Trustee shall in its sole discretion deem appropriate and fair.  The Trustee shall promptly 
notify the District and the Lessor in writing of the Certificates so selected for prepayment. 

SECTION 4.8 Notice of Prepayment.  Written notice of any such prepayment shall be 
given by the District to the Trustee [and the Insurer] at least forty-five (45) days prior to the date 
of prepayment (unless a shorter time shall be acceptable to the Trustee for its convenience), and 
the Trustee shall thereupon give notice on behalf and at the expense of the District, by mailing a 
copy of a prepayment notice by first class mail at least thirty (30) days and not more than sixty 
(60) days prior to the date fixed for prepayment to the [Insurer and] each Owner of the 
Certificate or Certificates to be prepaid at the addresses shown on the Certificate registration 
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books maintained by the Trustee; provided, however, that the Trustee shall not mail notice of 
prepayment until and unless sufficient funds have been provided to the Trustee for such purpose 
by the District; and provided further, that neither the failure to receive such notice by any Owner 
nor any defect in any notice to any Owner shall affect the sufficiency of the proceedings for the 
prepayment of the Certificates.  Moneys held by the Trustee for the prepayment of Certificates 
hereunder shall be invested, if at all, only in Federal Securities at the written request of the 
District, maturing, as to each Certificate so to be prepaid, on or before the scheduled prepayment 
date. 

All notices of prepayment shall be dated and shall state: (i) the prepayment date, (ii) the 
prepayment price, (iii) if less than all Outstanding Certificates are to be prepaid, the 
identification (and, in the case of partial prepayment, the respective Principal Components) of 
the Certificates to be prepaid, (iv) that on the prepayment date, the prepayment price will become 
due and payable with respect to each such Certificate or portion thereof called for prepayment, 
and that interest with respect thereto shall cease to accrue from and after said date, and (v) the 
place where such Certificates are to be surrendered for payment of the prepayment price. 

Notice of prepayment having been given as aforesaid, the Certificates or portions of 
Certificates so to be prepaid shall, on the prepayment date, become due and payable at the 
prepayment price therein specified and from and after the date on which prepaid, interest with 
respect to such Certificates or portions of Certificates shall cease to be payable.  Upon surrender 
of such Certificates for prepayment in accordance with said notice, such Certificates shall be 
paid by the Trustee at the prepayment price.  Amounts equal to the Interest Component due on or 
prior to the prepayment date shall be payable as herein provided for regular payments of the 
Interest Component.  Upon surrender for any partial prepayment of any Certificate, there shall be 
prepared for the Owner a new Certificate or Certificates in the amount of the unpaid Principal 
Component.  All Certificates which have been prepaid shall be canceled by the Trustee, shall not 
be redelivered and shall be destroyed pursuant to Section 14.7 hereof.  All prepayments shall be 
made in accordance with Section 5.6. 

In addition to the foregoing notice to the Owners, notice shall also be given by the 
Trustee at least thirty (30) days before the prepayment date, by telecopy, registered, certified or 
overnight mail, to all Securities Depositories and to an Information Service which shall state the 
information set forth above, but no defect in said notice nor any failure to give all or any portion 
of such further notice shall in any manner defeat the effectiveness of a call for prepayment if 
notice thereof is given as prescribed above. 

The Trustee shall have no responsibility for a defect in the CUSIP number that appears 
on any Certificate or in the prepayment notice. The prepayment notice may provide that the 
CUSIP numbers have been assigned by an independent service and are included in the notice 
solely for the convenience of the Owners and that the Trustee, [the Insurer] and the District shall 
not be liable in any way for inaccuracies in said numbers. 

SECTION 4.9 Effect of Notice of Prepayment.  Notice having been given as 
aforesaid, and the moneys to provide for the prepayment (including the Interest Component 
accruing through the applicable date of prepayment) having been set aside in the Prepayment 
Fund, the Certificates so called shall become due and payable on said date of prepayment, and 
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upon presentation and surrender thereof at the office or offices specified in said notice, said 
Certificates shall be paid from amounts on deposit in the Prepayment Fund in the amount of the 
unpaid Principal Component, plus the Interest Component accrued and unpaid to said date of 
prepayment. 

If, on said date of prepayment, moneys for the prepayment of all the Certificates to be 
prepaid, and premium, if any, together with Interest Component accrued to said date of 
prepayment, shall be held by the Trustee so as to be available therefor on such date of 
prepayment, and, if notice of prepayment thereof shall have been given as aforesaid, then, from 
and after said date of prepayment, the Interest Component with respect to such Certificates shall 
cease to accrue and become payable.  All moneys held by or on behalf of the Trustee for the 
prepayment of Certificates shall be held in trust for the account of the Owners of the Certificates 
so to be prepaid, and, following payment of such Certificates, the District. 

All Certificates paid at maturity or prepaid prior to maturity pursuant to the provisions of 
this Article shall be canceled upon surrender thereof. 

SECTION 4.10 Surplus.  Any funds remaining in the Prepayment Fund after 
prepayment and payment of all Certificates Outstanding, or provisions having been made 
therefor satisfactory to the Trustee, including accrued Interest Component and payment of any 
applicable fees and expenses to the Trustee, shall be withdrawn by the Trustee and remitted [first 
to the Insurer, if the District is then obligated to the Insurer under the Policy, as certified in 
writing by the Insurer and then] to the District. 

ARTICLE V 
SECURITY, LEASE PAYMENTS; LEASE PAYMENT FUND 

SECTION 5.1 Security Provisions. 

(a) Assignment of Rights in Lease.  The Lessor has, pursuant to the Assignment 
Agreement, assigned and set over to the Trustee its rights in the Lease (excepting only its rights 
to indemnification), including but not limited to all of the Lessor’s rights to receive and collect 
all of the Lease Payments, Additional Payments (except those payable to the Trustee and the 
Insurer), Prepayments and all other amounts required to be deposited in the Lease Payment Fund 
pursuant to the Lease or pursuant hereto.  All Lease Payments, Additional Payments, 
Prepayments and such other amounts to which the Lessor, may at any time be entitled shall be 
paid directly to the Trustee, and all of the Lease Payments, Additional Payments and 
Prepayments collected or received by the Lessor shall be deemed to be held and to have been 
collected or received by the Lessor, as the agent of the Trustee, and if received by the Lessor, as 
the case may be, at any time shall be deposited by the Lessor with the Trustee within one 
Business Day after the receipt thereof, and all such Lease Payments, Prepayments and such other 
amounts shall be forthwith deposited by the Trustee upon the receipt thereof in the Lease 
Payment Fund (except as provided in Section 3.1 of the Lease or 4.3 or 4.4 hereof). 

(b) Security Interest in Moneys and Funds and Accounts.  The District and the Lessor 
have hereby granted to the Trustee for the benefit of the Owners [and the Insurer, as their 
interests may appear], a lien on and a security interest in all moneys in the funds, accounts and 
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subaccounts held by the Trustee under this Trust Agreement, except moneys held in the Excess 
Earnings Account and the Delivery Costs Fund, including without limitation, the Lease Payment 
Fund, the Reserve Fund, the Prepayment Fund, Net Insurance Proceeds Fund and any accounts 
and subaccounts therein, and all such moneys shall be held by the Trustee in trust and applied to 
the respective purposes specified herein and in the Lease. 

(c) Pledge of Lease Payments.  The Lease Payments are hereby irrevocably pledged 
to and shall be used for the punctual payment of the Interest Component and the Principal 
Component, and the Lease Payments shall not be used for any other purpose while any of the 
Certificates remain Outstanding.  This pledge shall constitute a first and exclusive lien on the 
Lease Payments for the benefit of the Owners [and the Insurer], as their interests may appear, in 
accordance with the terms hereof. 

(d) Security Interest in the Leased Property.  The Lessor has granted to the Trustee 
for the benefit of the Owners [and the Insurer] a lien on and a security interest in the Leased 
Property for the maximum Term of the Lease. 

(e) Subrogation.  Subject to the priority of payment provisions in this Trust 
Agreement, the parties hereto acknowledge that, to the extent of any payment made by the 
Insurer pursuant to the Policy, the Insurer is fully subrogated to the extent of such payment and 
any additional interest due on a late Lease Payment, to the rights of the Owners of the 
Certificates to any moneys paid or payable in respect of the Certificates. 

SECTION 5.2 Establishment of Lease Payment Fund and Excess Earnings Account.  
The Trustee shall establish a special fund designated as the “Sierra Sands Unified School District 
Lease Payment Fund, 2009 Series A and 2009 Series B” (herein referenced as the “Lease 
Payment Fund”).  All moneys at any time deposited by the Trustee in the Lease Payment Fund 
shall be held by the Trustee in trust for the benefit of the Owners of the Certificates [and the 
Insurer].  So long as any Certificates are Outstanding, neither the District nor the Lessor shall 
have any legal, equitable or beneficial right, title or interest in the Lease Payment Fund or the 
moneys deposited therein, except only as provided in this Trust Agreement, and such moneys 
shall be used and applied by the Trustee solely as hereinafter set forth. 

Within the Lease Payment Fund, there is hereby established a special account designated 
as the “Sierra Sands Unified School District Excess Earnings Account, 2009 Series A” (the 
“Excess Earnings Account”).  The Excess Earnings Account shall be funded and applied in 
accordance with the provisions of Sections 5.3, 5.4, 5.6, 5.7, 6.3 and 8.3 hereof.  All references 
herein and in the Lease to amounts in the Lease Payment Fund are deemed to include amounts in 
the Excess Earnings Account. 

SECTION 5.3 Payment of Excess Earnings.  From the Excess Earnings Account, 
upon the written instruction of the District, the Trustee shall make payments in accordance with 
the requirements of the Tax Certificate.  The Trustee shall be deemed conclusively to have 
complied with the requirements of this Trust Agreement and the Tax Certificate by following the 
written instructions of the District delivered pursuant to this Section and Section 8.3. 
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SECTION 5.4 Deposits.  There shall be deposited into the Lease Payment Fund all 
Lease Payments received by the Trustee, including any moneys received by the Trustee for 
deposit therein pursuant to Section 4.3 (regarding Lease Payments) of the Lease and any other 
moneys required to be deposited therein pursuant to the Lease or pursuant to this Trust 
Agreement.  On or prior to each [June 1 and December 1], the Trustee shall notify the District of 
the amounts on deposit in the Lease Payment Fund to be credited (together with the interest 
earnings thereon between the date of such notification and the Lease Payment Date) toward the 
Lease Payments due on the next succeeding Lease Payment Date. 

SECTION 5.5 Reserved. 

SECTION 5.6 Application of Moneys. 

(a) All amounts in the Lease Payment Fund and in the Prepayment Fund, if any, shall 
be used and withdrawn by the Trustee solely for the purpose of paying the amounts described as 
follows, and in the following order of priority: 

(i) to Certificate Owners, on each Interest Payment Date, in amounts 
representing the Interest Component and the Principal Component (or the Prepayment 
Price) of the Certificates then due and owing; 

(ii) on each Payment Date, any Excess Earnings, to the Excess Earnings Fund. 

(b) If on any Interest Payment Date, amounts on deposit in the Lease Payment Fund 
and the Reserve Fund are insufficient to pay the full amount of principal and interest then due 
and payable with respect to the Certificates, the Trustee shall apply such amounts to the payment 
of amounts due with respect to the Certificates, first, to the payment of the Interest Component, 
and then, to the payment of the Principal Component. 

SECTION 5.7 Investment Earnings.  In accordance with the requirements set forth in 
Section 8.2 hereof, the Trustee shall invest amounts on deposit in the funds and accounts 
established hereunder, and shall transfer all investment earnings on the Reserve Fund to the 
Lease Payment Fund to be applied to the payment of the Lease Payments[; notwithstanding the 
foregoing, the Trustee shall hold amounts representing payments, if any, under the Policy 
uninvested until and unless instructed to the contrary by the Insurer].  All Excess Earnings 
generated in any such fund or account shall be transferred to the Excess Earnings Account and 
treated in accordance with Section 8.3 hereof. 

SECTION 5.8 Surplus.  Any surplus remaining in the Lease Payment Fund after 
prepayment or payment in full of (i) all Certificates Outstanding hereunder, including premiums 
and accrued interest (if any), (ii) [all amounts due and owing to the Insurer under the Policy as 
certified by the Insurer to the Trustee upon request to the Insurer by the Trustee, and (iii)] any 
applicable fees and expenses to the Trustee [or the Insurer,] shall be withdrawn by the Trustee 
and remitted to the District. 

SECTION 5.9 Recordation and Filing.  The District and the Lessor will file, record, 
register, renew, refile and rerecord all such documents as may be required by law in order to 
maintain the security interest in the Lease Payments granted pursuant to, and the assignment of 
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the Lease made pursuant to, the Assignment Agreement and this Trust Agreement at all times as 
a security interest in the Lease Payments and all the Funds and Accounts established hereunder, 
all in such manner, at such times and in such places required in order fully to perfect, preserve 
and protect the security of the Owners [and the Insurer.]  The District and the Lessor will do 
whatever else necessary or reasonably required in order to perfect and continue such security 
interest and assignment of the Lease. 

ARTICLE VI 
RESERVE FUND 

SECTION 6.1 Establishment of Reserve Fund.  The Trustee shall establish a special 
fund designated as the “Sierra Sands Unified School District 2009 Reserve Fund, 2009 (the 
“Reserve Fund”).  All moneys at any time on deposit in the Reserve Fund shall be held by the 
Trustee in trust for the benefit of the Owners of the Certificates [and the Insurer, in pari passu,] 
and applied solely as provided herein. 

[Pursuant to Section 4.3(a)(2) of the Lease, the District shall, on or before __________ of 
each year, make additional deposits into the Reserve Fund, which the Trustee shall accept and 
credit to the Reserve Fund.] 

In lieu of cash or Permitted Investments, the Reserve Requirement, or any portion 
thereof, may be satisfied by the deposit of a Surety Bond with the prior written consent of the 
Insurer; provided that [(a) the Insurer shall have the right periodically to review the 
creditworthiness of the bank issuing any letter of credit for such purpose and, if found 
unacceptable, to require that another letter of credit be obtained within 45 days, or that the 
District must draw upon the letter of credit in order to fund the Reserve Fund with cash, or that 
the District must fund the Reserve Fund with cash over a period of time acceptable to the Insurer, 
(b) the Surety Bond or letter of credit must be unconditional and irrevocable and, if the Surety 
Bond or letter of credit can expire earlier than the final maturity of the Certificates, the provision 
for alternate funding of the Reserve Fund shall be acceptable to the Insurer, and (c)] such Surety 
Bond or letter of credit shall contain a provision that after such Surety Bond or letter of credit has 
been drawn down, any moneys available to repay the provider of such Surety Bond or letter of 
credit must first be used to reinstate such Surety Bond or letter of credit to its original stated 
amount.  Any interest or fees due to the provider of a Surety Bond or letter of credit delivered 
under this Section must be solely payable on a subordinate basis to the obligation of the District 
to make Lease Payments. 

SECTION 6.2 [Reserve Surety.  In the event the District purchases a Surety Bond, 
any amounts paid by the Insurer in respect of the Surety Bond shall be deposited into the Reserve 
Fund. 

The District shall repay any draws under a Surety Bond as it may be required to do by the 
terms of the Surety Bond, or of the instrument under which the Surety Bond is issued. 

All cash and investments in the Reserve Fund shall be transferred to the Lease Payment 
Fund for payment of the Certificates before any drawing may be made on the Surety Bond.  
Payment of any costs of drawings made under the Surety Bond (“Policy Costs”) shall be made 
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prior to replenishment of any such cash amounts.  Draws on any Surety Bond on which there is 
available coverage shall be made after applying all available cash and investments in the Reserve 
Fund.  Payment of Policy Costs and reimbursement of amounts with respect to the Surety Bond 
shall be made prior to replenishment of any cash drawn from the Reserve Fund.] 

SECTION 6.3 Transfers of Excess.  So long as the Certificates are Outstanding, the 
Trustee shall value the amounts on deposit in the Reserve Fund, if any, semiannually on or 
before the Business Day immediately following each Interest Payment Date in each year and 
shall transfer any moneys on hand in the Reserve Fund in excess of the Reserve Requirement to 
the Lease Payment Fund to be applied in accordance with Section 5.6; provided, however, that 
any such moneys representing Excess Earnings shall be transferred by the Trustee to the Excess 
Earnings Fund to be applied in accordance with Section 8.3.  [Any excess remaining in the 
Reserve Fund that is attributable to the reduction in the Reserve Requirement due to the 
prepayment of Certificates shall be transferred to the Lease Payment Fund as a credit against the 
next Lease Payments due from the District, or, if no such Lease Payments shall subsequently be 
due, shall, after payment of any amounts then owed to the Trustee [or the Insurer], and after 
making required deposits, if any, to the Excess Earnings Fund, then be released from the lien of 
this Trust Agreement and remitted by the Trustee to the District.] 

SECTION 6.4 Replenishment of Reserve Fund.  In the event that the Trustee shall 
have withdrawn amounts from the Reserve Fund or drawn amounts under the Surety Bond to 
remedy a shortfall in the Lease Payment Fund, and the Reserve Fund has not theretofore been 
replenished to the Reserve Requirement, the Trustee shall apply any delinquent Lease Payments 
received by the Trustee, first, to replenish the Reserve Fund so that it contains an amount equal 
to the Reserve Requirement, and then, to make deposits into the Lease Payment Fund.  [With the 
prior consent of the Insurer,] Following any partial prepayment of Certificates or the Lease 
Payments, the Reserve Requirement shall, upon the direction of the District, be reduced to an 
amount equal to 10% of the Certificates then Outstanding, and the requirement under this 
Section to effect replenishment of the Reserve Fund shall extend only to the amount of such 
reduced Reserve Requirement. 

SECTION 6.5 Application of Reserve Fund in Event of Deficiency in Lease Payment 
Fund.  If on any Lease Payment Date, the moneys available in the Lease Payment Fund do not 
equal the amount of the Lease Payment then coming due and payable, the Trustee shall withdraw 
moneys on deposit in the Reserve Fund to make delinquent Lease Payments by transferring on 
the Lease Payment Date the amount necessary for this purpose to the Lease Payment Fund.  
Upon receipt by the Trustee of any Lease Payment or portion thereof with respect to which 
moneys have theretofore been advanced from the Reserve Fund, such Lease Payment shall be 
applied to the replenishment of the Reserve Fund to the extent of such advance. 

SECTION 6.6 Transfers to Make All Lease Payments.  If on any Lease Payment 
Date, the moneys on deposit in the Reserve Fund and the Lease Payment Fund (excluding 
amounts required for payment of past due Interest Component with respect to Certificates not yet 
presented for payment) are sufficient to pay all of the Outstanding Certificates, including all of 
the Principal Component and the Interest Component, and premium, if any, the Trustee shall, 
upon the written direction of the Authorized Representative, transfer all amounts then on hand in 
the Reserve Fund to the Lease Payment Fund or Prepayment Fund, as applicable, to be applied to 
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the payment of the Lease Payments or Prepayments and such moneys shall be distributed to the 
Owners of Certificates in accordance with Article II; provided, however, that if no written 
instruction is received by the Trustee, no such transfer shall be made.  Any amounts remaining in 
the Reserve Fund following payment in full of all of the Outstanding Certificates [and payment 
of all obligations of the District to the Insurer], or upon provision for such payments as provided 
in Section 14.1, including payment of the Trustee’s fees and expenses, shall be withdrawn by the 
Trustee and paid to the District. 

ARTICLE VII 
NET INSURANCE PROCEEDS FUND 

SECTION 7.1 Establishment of Net Insurance Proceeds Fund: Application of Net 
Proceeds.  The Trustee shall establish, when deposit are required be made therein, a special fund 
designated as the “Sierra Sands Unified School District Net Insurance Proceeds Fund, 2009 
Series A and 2009 Series B” (the “Net Insurance Proceeds Fund”). 

The Trustee shall apply moneys on deposit in the Net Insurance Proceeds Fund as 
follows: 

(a) Any Net Insurance Proceeds collected by the District or the Lessor shall be 
transferred to the Trustee pursuant to Section 6.2(a) of the Lease and deposited by the Trustee as 
provided in Section 4.2 hereof. 

(b) All Net Insurance Proceeds deposited in the Net Insurance Proceeds Fund and not 
transferred to the Prepayment Fund as provided in Section 4.2 shall be applied to the prompt 
replacement or repair of the affected portion of the Leased Property by the District.  Amounts 
held by the Trustee shall be advanced to the District by the Trustee upon receipt of a Requisition 
signed by an Authorized Representative stating, with respect to each payment to be made, (i) the 
Requisition number, (ii) the name and address of the person, firm or corporation to whom 
payment is due, (iii) the amount to be paid and (iv) that each obligation mentioned therein has 
been properly incurred, is a proper charge against the Net Insurance Proceeds Fund, has not been 
the basis of any previous withdrawal, and specifying in reasonable detail the nature of the 
obligation, accompanied by a bill or a statement of account for such obligation.  The Trustee may 
conclusively rely on the Requisition as to the amount of such obligation. 

(c) If any portion of the Leased Property is taken by condemnation proceedings, the 
Net Insurance Proceeds therefrom shall be deposited in the Net Insurance Proceeds Fund  
promptly upon receipt thereof and the District shall certify to the Trustee [(with the prior written 
consent of the Insurer so long as the Policy is in effect and the Insurer is not in default 
thereunder)] (a) as to whether Leased Property has been taken in whole or in part pursuant to 
such proceedings, (b) as to whether the remaining portion of such Leased Property (if any) is still 
useful for the purposes originally intended and (c) as to whether it desires that any available Net 
Insurance Proceeds from such condemnation proceedings be applied for replacement of the 
Leased Property and, if so, [unless waived by the Insurer,] that sufficient funds, together with 
such Net Insurance Proceeds, have been appropriated to pay the total cost of such replacement.  
If such certification is to the effect that the Leased Property has been taken in whole pursuant to 
such condemnation proceedings or has been taken in part to such extent that the remaining 
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portion of the Leased Property is no longer useful for the purposes originally intended, or such 
certification is to the effect that the Leased Property has been taken in part pursuant to such 
condemnation proceedings and that the remaining portion of the Leased Property is still useful 
for the purposes originally intended, the Trustee shall apply such Net Insurance Proceeds 
necessary for the prepayment of Certificates as provided in Section 4.2 hereof; provided that, if 
such certification is also to the effect that the District desires that any available Net Insurance 
Proceeds be applied for replacement of the Leased Property and if the District further certifies 
that sufficient funds, together with such Net Insurance Proceeds, have been appropriated or are 
otherwise available to pay the total cost of such replacement, the Trustee will disburse such Net 
Insurance Proceeds to the District upon receipt of its Requisition therefor in order for the District 
to cause the Leased Property to be replaced or improved to at least the same good order, repair, 
condition and fair market value as it was in prior to the condemnation proceedings, and the 
Trustee shall transfer any excess Net Insurance Proceeds to the Lease Payment Fund to be 
credited against the next Lease Payment due. 

SECTION 7.2 Excess Net Insurance Proceeds.  After completion of the repair or 
replacement of the Leased Property from Net Insurance Proceeds, as indicated by delivery to the 
Trustee of a certificate by the District, the Trustee shall pay any remaining moneys in the Net 
Insurance Proceeds Fund[, first, to the Insurer to the extent of any unreimbursed drawings upon 
the Policy, and then] to the District. 

SECTION 7.3 Cooperation.  The Lessor and the Trustee shall cooperate fully with the 
District, at the expense of the District, in filing any proof of loss with respect to any insurance 
policy maintained pursuant to Article V of the Lease, and in the prosecution or defense of any 
prospective or pending condemnation proceeding with respect to any part of the Leased Property.  
[As and when the Trustee shall have received notice of non-renewal or cancellation of, or any 
deficiency in, insurance coverage required under the respective terms of the Lease, it shall 
provide information regarding the same, in writing, to the Insurer.] 

ARTICLE VIII 
MONEYS IN FUNDS; INVESTMENT 

SECTION 8.1 Held in Trust.  The moneys and investments held by the Trustee under 
this Trust Agreement, to the extent provided herein, are irrevocably held in trust for the benefit 
of the Owners [and the Insurer], with the exception of moneys held in the Excess Earnings 
Account, which, with respect to the Excess Earnings Account, are held in trust for rebate to the 
United States Government, and for the purposes herein specified, and such moneys, and any 
income or interest earned thereon, shall be expended only as provided in this Trust Agreement, 
and shall not be subject to levy or attachment or lien by or for the benefit of any creditor of the 
Lessor, the Trustee, the District, or any Owner of Certificates, or any of them, other than the lien 
in favor of Trustee permitted pursuant to Section 9.5 hereof. 

SECTION 8.2 Investments Authorized.  Subject to Section 8.5, moneys held by the 
Trustee hereunder, upon Written Order of the District, shall be invested and reinvested by the 
Trustee in Permitted Investments.  The District shall by Written Order filed with the Trustee 
direct such investment in specific Permitted Investments identified in such Written Order.  
Investment of moneys in the Reserve Fund shall be established by Written Order of the District 
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on the Closing Date, and thereafter, investment of moneys in the Reserve Fund shall be made in 
accordance with this Section.  Such investments, if registerable, shall be registered in the name 
of the Trustee or its nominee for the benefit of the Owners and held by the Trustee.  The Trustee 
and its affiliates or other interested persons may act as sponsor, advisor, purchaser or agent in the 
making or disposing of any investment.  The Trustee covenants that in the absence of a Written 
Order of the District directing investments hereunder, it shall invest balances pursuant to the 
most recent prior Written Order of the District and to the extent the Yield on such instruments 
exceeds the Yield on the Certificates, the District shall otherwise direct investment by written 
order to the Trustee.  Amounts held in the Excess Earnings Account shall be held uninvested; 
amounts held in the Project Fund may be invested without regard to Yield. 

SECTION 8.3 Excess Earnings and Rebate.  At least ninety (90) days before each 
Computation Date, the District will retain a Rebate Consultant acceptable to the Insurer, who 
will determine the Rebate Amounts, if any, as of each Computation Date.  The District will by 
written instruction direct the Trustee to retain the Rebate Amounts so determined in the  Excess 
Earnings Fund to be applied as set forth in Section 5.3.  The amounts on deposit in the Excess 
Earnings Fund in excess of such Rebate Amounts shall be transferred to the Lease Payment 
Fund.  The Trustee shall have no responsibility whatsoever in connection with the calculation or 
payment of the Rebate Amount except to follow the written instructions of the District given 
pursuant to this Section and Section 5.3.  Unless otherwise required in the opinion of Special 
Counsel, no excess amounts shall be transferred from the Excess Earnings Fund until the earlier 
of the fifth anniversary of the Closing Date or the date on which the District shall otherwise 
instruct the Trustee. 

SECTION 8.4 Valuation of Investments.  In computing the amount in any fund or 
account, Permitted Investments shall be valued at the market price thereof.  No more than 
one-half of amounts on deposit in the Reserve Fund at any time may be invested in Permitted 
Investments having maturities of greater than six months and less than five years; the remainder 
on deposit in the Reserve Fund shall be invested in Permitted Investments having maturities of 
not to exceed six months from the date of investment therein; provided, however, that for 
purposes of this Section, amounts deposited under investment agreements whose provisions 
provide for withdrawal of Reserve Fund balances without penalty in the event of a demand 
necessitated by the provisions of this Trust Agreement shall be deemed to have “maturities” on 
any date on which such a withdrawal may, in accordance with the terms of such investment 
agreement, occur.  Any Permitted Investment shall be deemed to mature on the earliest date that 
the issuer thereof may be required to repay the principal thereof at par without penalty.  The 
Trustee shall sell in accordance with its customary practice, or present for prepayment, any 
Permitted Investment so purchased by the Trustee whenever it shall be necessary in order to 
provide moneys to meet any required payment, transfer, withdrawal or disbursement from the 
fund to which such Permitted Investment is credited, and the Trustee shall not be liable or 
responsible for any loss resulting from such investment or for obtaining the highest price 
therefor. 

SECTION 8.5 Trustee’s Obligations with Respect to Investment of Moneys in Funds.  
All moneys held by the Trustee in any of the funds, accounts and subaccounts established 
pursuant to this Trust Agreement shall be invested pursuant to this Article.  The Trustee shall 
have no duty or obligation to verify the legality of such investments.  Each Written Order of the 
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District respecting such investments shall contain a certification that such investments are 
“Permitted Investments” as defined herein.  The Trustee may commingle any of the moneys in 
funds held by it pursuant to this Trust Agreement (other than the moneys in the Excess Earnings 
Account) and place them into a separate fund or funds for investment purposes only; provided, 
however, that all funds or accounts held by the Trustee hereunder shall be accounted for 
separately notwithstanding such commingling by the Trustee.  The District acknowledges that to 
the extent regulations of the Comptroller of the Currency or other applicable regulatory entity 
grant the District the right to receive brokerage confirmations of security transactions as they 
occur, the District specifically waives receipt of such confirmations to the extent permitted by 
law.  The Trustee will furnish the District periodic cash transaction statements which include 
detail for all investment transactions made by the Trustee hereunder.  The Trustee may make any 
investments hereunder through its own bond or investment department or trust investment 
department, or those of its parent or any affiliate.  The Trustee or any of its affiliates may act as 
sponsor, advisor or manager in connection with any investments made by the Trustee hereunder.  
The Trustee shall not be responsible to determine the legality of any investments. 

SECTION 8.6 Reports.  The Trustee shall furnish monthly to the Insurer and the 
District a report of all investments made by the Trustee and of all amounts on deposit in each 
fund maintained by the Trustee hereunder; provided, that the Trustee shall not be obligated to 
provide a report concerning any fund or account (a) that has a balance of zero at the reporting 
date or (b) has had no activity since the immediately preceding reporting date.  The Trustee shall 
not be responsible or liable for any loss suffered in connection with any investment of funds 
made by in accordance with Section 8.5, except for its own negligence and willful misconduct. 

ARTICLE IX 
THE TRUSTEE 

SECTION 9.1 Appointment of Trustee.  U.S. Bank National Association, a national 
banking association organized and existing under and by virtue of the laws of the United States, 
is hereby appointed Trustee by the District for the purpose of receiving all moneys required to be 
deposited with the Trustee hereunder and to allocate, use and apply the same as provided in this 
Trust Agreement.  The District agrees that it will maintain either U.S. Bank National 
Association, or a substitute Trustee which substitute Trustee is a commercial bank, national 
banking association, or trust company, in any case, with trust powers, approved in writing by the 
Insurer and having an office in New York, New York, or Los Angeles, California, which, 
together with the corporate parent of such Trustee, has a combined capital (exclusive of 
borrowed capital) and surplus of at least Seventy-Five Million Dollars ($75,000,000), and 
subject to supervision or examination by Federal or state authority, so long as any Certificates 
are Outstanding.  If such bank, national banking association or trust company publishes a report 
of condition at least annually pursuant to law or to the requirements of any supervising or 
examining authority referred to above, then for the purpose of this Section, the combined capital 
and surplus of such bank, national banking association or trust company shall be deemed to be its 
combined capital and surplus as set forth in its most recent report of condition so published. 

The Trustee is hereby authorized and directed to pay the Certificates when duly presented 
for payment at maturity, or on prepayment or other purchase by the Trustee of Certificates prior 
to maturity and to cancel all Certificates upon payment thereof.  The Trustee shall keep accurate 
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records of all funds administered by it and of all Certificates paid and discharged.  The Trustee 
shall be compensated for its services rendered pursuant to the provisions of this Trust 
Agreement. 

The District, so long as no Event of Default shall have happened and be continuing, with 
the prior written consent of the Insurer (so long as the Policy is still in effect and there has been 
no default thereunder) may remove the Trustee initially appointed for good cause, and any 
successor thereto, and may appoint a successor or successors thereto; provided, that any such 
successor shall be a bank, national banking association or trust company meeting the 
requirements set forth in this Section. 

The Trustee may resign by giving written notice to the Insurer, the District and the 
Lessor.  Upon receiving such notice of resignation, the District shall promptly appoint a 
successor Trustee [(with the Insurer’s written consent so long as the Policy is in effect and the 
Insurer is not in default thereunder)].  Any resignation or removal of the Trustee and 
appointment of a successor Trustee shall become effective upon acceptance of appointment by 
the successor Trustee acceptable to the Insurer.  Upon such acceptance, the successor Trustee 
shall mail notice thereof to the Owners at their respective addresses set forth on the Certificate 
registration books maintained pursuant to Section 2.10.  In the event the District does not name a 
successor Trustee within 30 days following its receipt of notice of the Trustee’s resignation, then 
the Trustee may petition a court of proper jurisdiction to seek the immediate appointment of a 
successor Trustee.  Any successor Trustee shall not be an agent hereunder for the District or the 
Lessor. 

[The Trustee shall provide prior written notice of any name change of the Trustee or the 
resignation or removal of the Trustee to the Insurer.  The Trustee may be removed at any time, at 
the request of the Insurer, for any breach of its obligations under this Trust Agreement.] 

SECTION 9.2 Liability of Trustee.  The recitals of facts herein, in the Assignment 
Agreement and in the Certificates contained shall be taken as statements of the District, and the 
Trustee assumes no responsibility for the correctness of the same, and makes no representations 
as to the validity or sufficiency of this Trust Agreement or the Certificates as to the value or 
condition of the trust estate or any part thereof, as to the title of the District, as to the security 
afforded thereby or by this Trust Agreement, as to the tax status of the Interest Component, or as 
to the technical or financial viability of the District [or the Insurer,] and shall incur no 
responsibility in respect thereof.  The Trustee shall not be accountable for the use or application 
by the District of the Leased Property or moneys paid to or on the order of such Person pursuant 
to the terms of this Trust Agreement.  The Trustee shall, however, be responsible for its 
representations in relation to the execution of the Certificates.  The Trustee shall not be liable in 
connection with the performance of its duties hereunder except for its own negligence or willful 
misconduct.  The Trustee may execute any of the trusts or powers hereunder or perform any 
duties hereunder either directly or through agents or attorneys, and the Trustee shall not be 
responsible for any misconduct or negligence on the part of any agent (other than an employee) 
or attorney appointed with due care.  The District shall not be deemed an agent of the Trustee for 
any purpose, and the Trustee shall not be responsible for the compliance by the District with its 
duties hereunder in connection with the transactions contemplated herein.  The Trustee may 
become the Owner of the Certificates with the same rights it would have if it were not Trustee, 
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and, to the extent permitted by law, may act as depositary for and permit any of their officers or 
directors to act as a member of, or in any other capacity with respect to, any committee formed to 
protect the rights of Owners, whether or not such committee shall represent the Certificate or a 
majority thereof.  No provision of this Trust Agreement shall require the Trustee to expend or 
risk its own funds or otherwise incur any financial liability in the performance of its duties 
hereunder or thereunder, or in the exercise of its rights or powers, if repayment of such funds or 
adequate indemnity against such risk or liability is not reasonably assured to its satisfaction. 

In accepting the trusts hereby created, the Trustee acts solely as Trustee for the Owners 
[and the Insurer] and not in its individual capacity and all Persons, including without limitation 
the Owners[, the Insurer] and the Lessor, having any claim against the Trustee arising from this 
Trust Agreement shall look only to the funds and accounts held by the Trustee hereunder for 
payment except as otherwise provided herein.  Under no circumstances shall the Trustee be 
liable in its individual capacity for the obligations evidenced by the Certificates. 

The Trustee shall not be responsible for the sufficiency or enforceability of the Lease or 
the assignment under the Assignment Agreement of the rights to receive Lease Payments. 

The Trustee shall not be accountable for the use or application by the District or any other 
party of any funds which the Trustee has released in accordance with the provisions of this Trust 
Agreement. 

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

Before taking any action under Article XIII hereof, the Trustee may require that 
indemnity satisfactory to the Trustee be furnished from any expenses and to protect it against any 
liability it may incur hereunder. 

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

The Trustee shall not be liable for any action taken or not taken by it in accordance with 
the direction of the [Insurer or the] Owners of a majority (or other percentage provided for 
herein) in aggregate principal amount of Certificates outstanding relating to the exercise of any 
right, power or remedy available to the Trustee. 

The Trustee is authorized and directed to execute the Assignment Agreement. 

The permissive right of the Trustee to do things enumerated in this Trust Agreement shall 
not be construed as a duty. 

SECTION 9.3 Merger or Consolidation.  Any company or national banking 
association into which the Trustee may be merged or converted or with which it may be 
consolidated or any company or national banking association resulting from any merger, 
conversion or consolidation to which it shall be a party or any company or national banking 
association to which the Trustee may sell or transfer all or substantially all of its corporate trust 
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business, provided that such company or national banking association shall meet the 
requirements set forth in Section 9.1, shall be the successor to the Trustee without the execution 
or filing of any paper or further act, anything herein to the contrary notwithstanding.  Notice of 
such merger or consolidation shall be given to the [Insurer, the] District and the Lessor. 

SECTION 9.4 Protection and Rights of the Trustee.  The Trustee shall be protected 
and shall incur no liability in acting or proceeding in good faith upon any affidavit, bond, 
certificate, consent, notice, request, requisition, resolution, statement, telegram, voucher, waiver 
or other paper or document which it shall in good faith believe to be genuine and to have been 
passed or signed by the proper board or person or to have been prepared and furnished pursuant 
to any of the provisions of this Trust Agreement, and the Trustee shall be under no duty to make 
any investigation or inquiry as to any statements contained or matters referred to in any such 
instrument, including, but not limited to, the legality of any investment in which Trustee is 
instructed to invest, but may, in the absence of bad faith on its part, accept and rely upon the 
same as conclusive evidence of the truth and accuracy of such statements.  The Trustee may 
consult with counsel, who may be counsel to the District, with regard to legal questions and the 
opinion of such counsel shall be full and complete authorization and protection in respect of any 
action taken or suffered by the Trustee hereunder in good faith in accordance therewith. 

Whenever in the administration of its duties under this Trust Agreement, the Trustee shall 
deem it necessary or desirable that a matter be proved or established prior to taking or suffering 
any action hereunder, such matter (unless other evidence in respect thereof be herein specifically 
prescribed), in the absence of bad faith on its part, shall be deemed to be conclusively proved and 
established by the certificate of the District and such certificate shall be full warranty to the 
Trustee, in the absence of bad faith on its part, for any action taken or suffered under the 
provisions of this Trust Agreement upon the faith thereof, but in its discretion the Trustee may, 
in lieu thereof, accept other evidence of such matter or may require such additional evidence as 
to it may seem reasonable to the Trustee. 

The Trustee may be or become the Owner of the Certificates with the same rights it 
would have if it were not Trustee; may acquire and dispose of any Certificates or other evidence 
of indebtedness of the District with the same rights it would have if it were not the Trustee and 
may act as a depositary for and permit any of its officers or directors to act as a member of, or in 
any other capacity with respect to, any committee formed to protect the rights of the Owners 
whether or not such committee shall represent the Owners of the majority in principal amount of 
the Certificates then Outstanding. 

The Trustee shall not be answerable for the exercise of any discretion or power under this 
Trust Agreement or for anything whatever in connection with the funds and accounts established 
hereunder, except only for its own negligence or willful misconduct hereunder. 

The Trustee shall not be deemed to have knowledge of any Event of Default hereunder 
unless and until a Responsible Officer shall have actual knowledge thereof, or shall have 
received written notice thereof, at its Principal Office.  Except as otherwise expressly provided 
herein, the Trustee shall not be bound to ascertain or inquire as to the performance or observance 
of any of the terms, conditions, covenants or agreements herein or of any of the documents 
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executed in connection with the Certificates, or as to the existence of an Event of Default 
thereunder. 

The Trustee may also establish such additional funds and accounts hereunder as it shall 
deem necessary or appropriate in order to perform its obligations hereunder. 

SECTION 9.5 Compensation of the Trustee.  The District shall, from time to time 
upon demand, pay to the Trustee reasonable compensation for its services and shall reimburse 
the Trustee for all its advances (with interest on such advances at the maximum rate allowed by 
law) and expenditures, including but not limited to advances to and fees and expenses of 
independent appraisers, accountants, consultants, counsel, agents and attorneys or other experts 
employed by it in the exercise and performance of its powers and duties hereunder and the 
Trustee shall have a lien therefor on any and all funds at any time held by it under this Trust 
Agreement, [excluding amounts received from payments under any Policy,] which lien shall not 
be prior and superior to the lien of the Owners unless there has occurred an Event of Default in 
which event the lien of the Trustee shall be prior and superior to the lien of the Owners.  The 
District’s obligations hereunder shall remain valid and binding, notwithstanding the maturity and 
payment of the Certificates.  The compensation of the Trustee hereunder shall not be limited by 
any provision of law in regard to the compensation of a trustee of an express trust. 

SECTION 9.6 Indemnification of Trustee.  To the extent permitted by law, the 
District shall indemnify and save the Trustee and its officers, employees, agents, successors or 
assigns harmless from and against all claims, losses, costs, expenses, liability and damages, 
including legal fees and expenses, arising out of (i) the actions of any other party, including but 
not limited to the ownership, operation or use of Leased Property by the District, or (ii) the 
Trustee’s exercise and performance of its powers and duties hereunder, under the Lease.  No 
indemnification will be made under this Section or elsewhere in this Trust Agreement for 
negligence or willful misconduct under this Trust Agreement by the Trustee, its officers or 
employees.  The District’s obligations hereunder shall remain valid and binding notwithstanding 
the defeasance, maturity and payment of the Certificates or the resignation or removal of the 
Trustee. 

ARTICLE X 
MODIFICATION OR AMENDMENT OF AGREEMENTS 

SECTION 10.1 Amendments Permitted.  This Trust Agreement and the rights and 
obligations of the Owners in the Lease and the rights and obligations of the parties thereto, may 
be modified or amended at any time by a supplemental agreement which shall become effective 
when the written consent of the Insurer [(so long as the Policy is in effect and the Insurer is not 
in default thereunder)] and the Owners of at least 51% in aggregate principal amount of the 
Certificates then Outstanding (exclusive of Certificates disqualified as provided in Section 10.3), 
shall have been filed with the Trustee.  No such modification or amendment shall (1) extend or 
have the effect of extending the fixed maturity of any Certificate or reducing the interest rate 
with respect thereto or extending the time of payment of the Interest Component, or reducing the 
amount of Principal Component thereof or reducing any premium payable upon the prepayment 
thereof, without the express consent of the Owner of such Certificate, or (2) reduce or have the 
effect of reducing the percentage of Certificate Owners required for the affirmative vote or 
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written consent to an amendment or modification of this Trust Agreement or the Lease, or (3) 
modify any of the rights or obligations of the Trustee without its written assent thereto.  Any 
such supplemental agreement shall become effective as provided in Section 10.2. 

This Trust Agreement and the rights and obligations of the Owners, the Lease and the 
Site Lease and the rights and obligations of the parties thereto, may be modified or amended at 
any time by a supplemental agreement, without notice to or the consent of any such Owners, but 
only to the extent permitted by law [and with the prior notice to the Insurer (so long as the Policy 
is in effect and the Insurer is not in default thereunder)], and only (1) to cure, correct or 
supplement any ambiguous or defective provision contained herein or therein, (2) in regard to 
matters arising hereunder or thereunder, as the parties hereto or thereto may deem necessary or 
desirable and which shall not adversely affect the interest of the Owners, (3) to satisfy the 
requirements of the Rating Agencies, (4) with respect to the Lease and the Site Lease, as 
permitted therein, to permit the Removal and Substitution of Leased Property and Leased 
Property Components in accordance with Section 3.6 of the Lease; or (5) to make any other 
change which is not adverse to the interests of the Owners of the Certificates as evidenced by an 
Opinion of counsel to such effect.  Any such supplemental agreement with respect to this Trust 
Agreement shall require the unanimous consent of all parties hereto, but a supplemental 
agreement with respect to any Lease shall require only the consent of all parties thereto.  [Any 
such supplemental agreement shall become effective upon execution and delivery by the parties 
hereto or thereto as the case may be, with the Insurer’s consent so long as the Policy is in effect 
and the Insurer is not in default thereunder; copies of all supplemental agreements shall be 
provided to the Rating Agencies.] 

SECTION 10.2 Procedure for Amendment with Written Consent of Owners.  This 
Trust Agreement or the Lease may be amended by supplemental agreement as provided in this 
Section in the event the consent of the Owners is required pursuant to Section 10.1.  A copy of 
such supplemental agreement, together with a request to the Owners for their consent thereto, 
shall be mailed, by first class mail by the Trustee, at the expense of the District, to each Owner at 
its address as set forth in the Certificate registration books maintained by the Trustee, and to the 
Rating Agencies at least ten (10) days prior to the effective date thereof, but failure to receive 
copies of such supplemental agreement and request so mailed shall not affect the validity of the 
supplemental agreement when assented to as in this Section provided. 

Such supplemental agreement shall not become effective unless there shall be filed with 
the Trustee the written consent of the Owners of at least a majority in aggregate principal amount 
of the Certificates then Outstanding (exclusive of Certificates disqualified as provided in 
Section 10.3), [with the written consent of the Insurer (so long as the Policy is then in effect and 
the Insurer is not in default thereunder),] and notices shall have been mailed as hereinafter in this 
Section provided.  Each such consent shall be effective only if accompanied by proof of 
ownership of the Certificates for which such consent is given.  Any such consent shall be binding 
upon the Owner of the Certificate giving such consent and on any subsequent Owner (whether or 
not such subsequent Owner has notice thereof unless such consent is revoked in writing by the 
Owner giving such consent or a subsequent Owner by filing such revocation with the Trustee 
prior to the date when the notice hereinafter in this Section provided for has been mailed. 
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After the Owners of the required percentage of Certificates [and the Insurer] shall have 
filed their consents to such supplemental agreement, the Trustee shall mail a notice to the 
Certificate Owners in the manner hereinabove provided in this Section for the mailing of such 
supplemental agreement, stating in substance that such supplemental agreement has been 
consented to by the Owners of the required percentage of Certificates and will be effective as 
provided in this Section 10.2 (but failure to mail copies of said notice shall not affect the validity 
of such supplemental agreement or the consents thereto).  A record, consisting of the papers 
required by this Section 10.2 to be filed with the Trustee, shall be proof of the matters therein 
stated until the contrary is proved.  Such supplemental agreement shall become effective upon 
the mailing of the notice hereinabove in this Section 10.2 provided, and such supplemental 
agreement shall be deemed conclusively binding upon the parties hereto and the Owners of all 
Certificates at the expiration of 60 days after such mailing, except in the event of a final decree 
of a court of competent jurisdiction setting aside such consent in a legal action or equitable 
proceeding for such purpose commenced within such 60-day period. 

Copies of any amendments or supplements to this Trust Agreement which are consented 
to by the Insurer shall be sent to the rating agencies that have assigned a rating to the 
Certificates.  [Notwithstanding any other provision of this Trust Agreement, in determining 
whether the rights of Owners will be adversely affected by any action taken pursuant to the terms 
and provisions hereof, the Trustee shall consider the effect on the Owners as if there were no 
Policy.] 

SECTION 10.3 Disqualified Certificates.  Certificates known by the Trustee to be 
owned or held by or for the account of the District or the Lessor or by any person directly or 
indirectly controlled by, or under direct or indirect common control of, the District or the Lessor 
(except any Certificates held in any pension or retirement fund) shall not be deemed Outstanding 
for the purpose of any vote, consent, waiver or other action provided for in this Trust Agreement, 
and shall not be entitled to vote upon, consent to, or take any other action provided for in this 
Trust Agreement. 

SECTION 10.4 Effect of Supplemental Agreement.  From and after the time any 
supplemental agreement becomes effective pursuant to this Article, the Trust Agreement or the 
Lease, as the case may be, shall be deemed to be modified and amended in accordance therewith, 
and the respective rights, duties and obligations of the parties hereto or thereto and all Owners of 
Certificates Outstanding, as the case may be, shall thereafter be determined, exercised and 
enforced hereunder and thereunder subject in all respects to such modification and amendment, 
and all the terms and conditions of any supplemental agreement shall be deemed to be part of the 
terms and conditions of this Trust Agreement or the Lease, as the case may be, for any and all 
purposes.  Copies of any supplement to this Trust Agreement or to the Lease shall be provided to 
the Rating Agencies [and the Insurer] by the Trustee. 

SECTION 10.5 Endorsement or Replacement of Certificates Delivered After 
Amendments.  The Trustee may determine that Certificates delivered after the effective date of 
any action taken as provided in this Article X shall bear a notation, by endorsement, in form 
approved by the Trustee, as to such action.  In that case, upon demand of the Owner of any 
Certificate Outstanding at such effective date and presentation of his Certificate for that purpose 
at the office of the Trustee, a suitable notation shall be made on such Certificate.  The Trustee 

59



 

75856128.2 46 

may determine that new Certificates, so modified as in the opinion of the Trustee is necessary to 
conform to such Owner’s action, shall be prepared, executed and delivered.  In that case, upon 
demand of the Owner of any Certificate then Outstanding, such new Certificate shall be 
exchanged in the Principal Office of the Trustee without cost to such Owner, for a Certificate of 
the same character then Outstanding, upon surrender of such Certificate. 

SECTION 10.6 Amendatory Endorsement of Certificates.  Subject to Section 10.1, the 
provisions of this Article shall not prevent any Owner from accepting any amendment as to the 
particular Certificates held by such Owner, provided that due notation thereof is made on such 
Certificates. 

ARTICLE XI 
COVENANTS 

SECTION 11.1 Compliance with and Enforcement of Lease.  The District covenants 
and agrees with the Owners to perform all obligations and duties imposed on it hereunder and 
under the Lease.  The Lessor covenants and agrees with the Owners and the Insurer to perform 
all obligations and duties imposed under the Lease. 

The District will neither do nor permit anything to be done, or omit or refrain from doing 
anything, in any case where any such act done or permitted to be done, or any such omission or 
refraining from action, would or might be a ground for cancellation or termination of the Lease 
by the Lessor.  The Lessor and the District, immediately upon receiving or giving any notice, 
communication or other document in any way relating to or affecting their respective estates in 
the Leased Property, which may or can in any manner affect such estate, will deliver the same, or 
a copy thereof, to the Trustee. 

SECTION 11.2 Payment of Taxes.  The District shall pay any and all taxes that may be 
charged with respect to the Leased Property as provided in Section 5.1 of the Lease. 

SECTION 11.3 Observance of Laws and Regulations.  The District will well and truly 
keep, observe and perform all valid and lawful obligations or regulations now or hereafter 
imposed on it by contract, or prescribed by any law of the United States, or of the State or by any 
officer, board or commission having jurisdiction or control, as a condition of the continued 
enjoyment of any and every right, privilege or franchise now owned or hereafter acquired by the 
District, including its right to exist and carry on business as a California public agency, to the 
end that such rights, privileges and franchises shall be maintained and preserved, and shall not 
become abandoned, forfeited or in any manner impaired. 

SECTION 11.4 Prosecution and Defense of Suits.  The District shall promptly, and 
also upon request of the Trustee[, the Insurer] or any Owner, from time to time take such action 
as may be necessary or proper to remedy or cure any defect in or cloud upon the title to the 
Leased Property, whether now existing or hereafter developing and shall prosecute all such suits, 
actions and other proceedings as may be appropriate for such purpose and shall indemnify and 
save the Trustee and every Owner harmless from all loss, cost, damage and expense, including 
attorneys’ fees, which they or any of them may incur by reason of any such defect, cloud, suit, 
action or proceeding. 
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SECTION 11.5 Budgets.  The District shall supply to the Trustee, on or before July 31 
of each year, a certification that the District has made adequate provision in its proposed annual 
budget for the Lease Payments in the Fiscal Year covered by such budget.  However, in such 
fiscal years that amounts on deposit in the Lease Payment Fund are sufficient to make all Lease 
Payments with respect to the Certificates in that fiscal year, no such certification will be 
required.  The certification given by the District to the Trustee shall be to the effect that the 
amounts so budgeted are fully adequate for the payment of the Lease Payments in the then-
ensuing Fiscal Year.  If the amounts so budgeted are not stated to be adequate for the payment of 
the Lease Payments, the Trustee[, with the written consent and at the direction of the Insurer,] 
will notify the District to take such action as may be necessary to cause such annual budget to be 
amended, corrected or augmented so as to include therein the amounts required to be raised by 
the District in the ensuing Fiscal Year for the payment of the Lease Payments and the District 
will notify the Trustee of the proceedings then taken or proposed to be taken by it[; and the 
Trustee shall forward a copy of such notice to the Insurer.]  The Trustee shall be protected in 
relying upon any certification or such notice from the District, and the Trustee shall have no 
further responsibility for the evaluation of such budget data.  [The District shall keep the Insurer 
advised of all proceedings thereafter taken by the District.] 

SECTION 11.6 Further Assurances.  The Lessor and the District will make, execute 
and deliver any and all such further resolutions, instruments and assurances as may be reasonable 
necessary or proper to carry out the intention or to facilitate the performance of this Trust 
Agreement, and for the better assuring and confirming unto the Owners [and the Insurer] of the 
rights and benefits provided herein. 

ARTICLE XII 
LIMITATION OF LIABILITY 

SECTION 12.1 Limited Liability of the District.  Except for the payment of Lease 
Payments, Additional Payments and Prepayments when due in accordance with the Lease and 
the performance of the other covenants and agreements of the District contained herein, in the 
Lease, the District shall have no obligation or liability to any of the other parties or to the 
Owners with respect to this Trust Agreement or the terms, execution, delivery or transfer of the 
Certificates, or the distribution of Lease Payments to the Owners by the Trustee. 

SECTION 12.2 No Liability for Trustee Performance.  Except as expressly provided 
herein, none of [the Insurer,] the District or the Lessor shall have any obligation or liability to 
any of the other parties or to the Owners with respect to the performance by the Trustee of any 
duty imposed upon it under this Trust Agreement. 

SECTION 12.3 Limited Liability of Trustee.  [The Trustee shall have no obligation or 
responsibility for providing information to the Owners concerning the investment character of 
the Certificates, for the sufficiency or collection of any Lease Payments or other moneys 
required to be paid to it under any Lease (except as provided in this Trust Agreement), for 
payments made by the Insurer under the Policy or for the actions or representations of any other 
party to this Trust Agreement.]  The Trustee shall have no obligation or liability to any of the 
other parties or the Owners with respect to this Trust Agreement or the failure or refusal of any 
other party to perform any covenant or agreement made by any of them under this Trust 
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Agreement or any Lease, but shall be responsible solely for the performance of the duties and 
obligations expressly imposed upon it hereunder.  The recitals of facts, covenants and 
agreements herein and in the Certificates contained shall be taken as statements, covenants and 
agreements of the District or the Lessor (as the case may be), and the Trustee assumes no 
responsibility for the correctness of the same, makes no representations as to the validity or 
sufficiency of this Trust Agreement or of the Certificates, shall incur no responsibility in respect 
thereof, other than in connection with the duties or obligations herein or in the Certificates 
assigned to or imposed upon it.  The Trustee shall not be liable in connection with the 
performance of its duties hereunder, except for its own negligence or willful misconduct. 

SECTION 12.4 Opinion of Counsel.  Before being required to take any action, the 
Trustee may require an opinion of Independent Counsel acceptable to the Trustee which opinion 
shall be made available to the other parties hereto upon request, which counsel may be counsel to 
any of the parties hereto, or a verified certificate of any party hereto, or both, concerning the 
proposed action.  If it does so in good faith, the Trustee shall be absolutely protected in relying 
thereon.  The Trustee shall not be responsible for the sufficiency of the Lease, its right to receive 
moneys pursuant to the Lease or the value of or title to the premises comprising the Leased 
Property.  The Trustee shall not be responsible or liable for any losses suffered in connection 
with any investment of funds made by it under the terms of and in accordance with this Trust 
Agreement. 

SECTION 12.5 Limitation of Rights to Parties and Owners.  Nothing in this Trust 
Agreement or in the Certificates expressed or implied is intended or shall be construed to give 
any person other than the District, [the Insurer,] the Lessor, the Trustee and the Owners, any 
legal or equitable right, remedy or claim under or in respect of this Trust Agreement or any 
covenant, condition or provision hereof; and all such covenants, conditions and provisions are 
and shall be for the sole and exclusive benefit of the District, [the Insurer,] the Lessor, the 
Trustee and the Owners. 

ARTICLE XIII 
EVENTS OF DEFAULT AND REMEDIES OF OWNERS 

SECTION 13.1 Assignment of Rights.  Pursuant to the Assignment Agreement, the 
Lessor has or will have transferred, assigned and set over to the Trustee for the benefit of the 
Owners [and the Insurer] (a) all of the Lessor’s rights to receive Lease Payments and 
Prepayments to be paid by the District under and pursuant to the Lease, and (b) effective 
immediately upon the occurrence of an Event of Default under the Lease and without further 
action on the part of the Lessor, such rights and remedies of the Lessor under the Lease as may 
be necessary or convenient (x) to enforce payment of the Lease Payments, Prepayments and any 
other amounts required to be deposited in the Lease Payment Fund, the Net Insurance Proceeds 
Fund and Prepayment Fund, or (y) otherwise to protect the interests of the Owners [and the 
Insurer] or the Trustee upon the occurrence of an Event of Default. 

SECTION 13.2 Events of Default Defined.  The following shall be “events of default” 
under this Trust Agreement and the terms “Event of Default” and “default” shall mean, 
whenever they are used in this Trust Agreement, any one or both of the following: 
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(a) An Event of Default shall have occurred under Section 9.1 of the Lease. 

(b) Failure by the District or the Lessor to observe and perform any covenant, 
condition or agreement on its part to be observed or performed under this Trust Agreement, the 
Lease or the Site Lease, other than such failure as may constitute an Event of Default under 
clause (a) of this Section, for a period of thirty (30) days after written notice specifying such 
failure and requesting that it be remedied has been given to the District or the Lessor, as 
appropriate, by the Trustee [or the Insurer] or to the District or the Lessor, as appropriate, by the 
Insurer or the Owners of not less than a majority in aggregate principal amount of the 
Certificates then Outstanding or if the failure stated in the notice cannot be corrected within such 
thirty (30) day period, then the District shall fail to institute corrective action within such thirty 
(30) day period and diligently pursue the same to completion[, to the reasonable satisfaction of 
the Insurer.] 

SECTION 13.3 Notice of Events of Default.  If an Event of Default shall occur and be 
continuing, the Trustee shall give notice of such default to the Insurer and the Owners.  Such 
notice shall identify the party in default and shall provide a brief description of such default.  The 
Trustee in its discretion may withhold such notice if it deems it in the best interests of the 
Owners.  The notice provided in this Section shall be given by registered or certified mail to the 
Owners within thirty (30) days of such occurrence of default. 

SECTION 13.4 Remedies.  If an Event of Default shall occur, then, and in each and 
every such case during the continuance of such Event of Default, [(a) upon the Insurer’s written 
direction so long as the Policy is in effect and the Insurer has not wrongfully failed to make 
payments thereunder, the Trustee shall, and (b) if the Policy is no longer in effect or if the Insurer 
is in default thereunder,] the Trustee may exercise any and all remedies available pursuant to law 
or granted pursuant to the Lease under which such Event of Default has occurred; provided, 
however, that notwithstanding anything herein or in the Lease to the contrary, there shall be no 
right under any circumstances to accelerate the maturities of the Certificates or otherwise to 
declare any Lease Payments not then in default to be immediately due and payable; provided, 
however, that upon the occurrence of an Event of Default described in Section 13.2, [but with the 
written consent of the Insurer,] the Certificates shall continue to be paid in accordance with their 
terms from Lease Payments made under the Lease. 

The Insurer shall be deemed to be the Owner of all of the Certificates for purposes of (a) 
exercising all remedies and directing the Trustee to take actions or for any other purposes 
following an Event of Default, and (b) granting any consent, direction or approval or taking any 
action permitted by or required under the indenture, resolution or ordinance, as the case may be, 
to be granted or taken by the Owners of such Certificates. 

[Anything in this Trust Agreement to the contrary notwithstanding, upon the occurrence 
and continuance of an Event of Default, the Insurer shall be entitled to control and direct the 
enforcement of all rights and remedies granted to the Owners or the Trustee for the benefit of the 
Owners under this Trust Agreement.] 

Upon the occurrence of an Event of Default, the Trustee may, [with the consent of the 
Insurer,] and shall at the direction of [the Insurer or] 51% of the Owners [with the consent of the 
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Insurer], by written notice to the District and the Insurer, declare the principal with respect to the 
Certificates to be immediately due and payable, whereupon that portion of the principal with 
respect to the Certificates thereby coming due and the interest with respect thereto accrued to the 
date of payment shall, without further action, become and be immediately due and payable, 
anything in this Trust Agreement or the Certificates to the contrary notwithstanding. 

SECTION 13.5 Application of Funds.  All moneys received by the Trustee pursuant to 
any right given or action taken under the provisions of this Article or of Article IX of the Lease, 
shall be deposited into the Lease Payment Fund and be applied by the Trustee in the following 
order upon presentation of the several Certificates, and the stamping thereon of the payment if 
only partially paid, or upon the surrender thereof if fully paid: 

(i) First, to the payment of the costs and expenses of the Trustee[, the Insurer] 
and of the Owners in declaring such Event of Default [(although the Trustee shall have 
no claim to amounts paid under the Policy or to amounts set aside for the payment of 
premiums upon an optional prepayment),] including reasonable compensation and 
disbursements to its or their agents, attorneys and counsel; 

(ii) Second, to the payment to the Persons entitled thereto, of all amounts 
representing the Interest Component then due in the order of the maturity of such 
installments, and, if the amount available shall not be sufficient to pay in full any Interest 
Component maturing on the same date, then to the payment thereof ratably, according to 
the amounts due thereon, to the persons entitled thereto, without any discrimination or 
preference; 

(iii) Third, to the payment to the persons entitled thereto, of the unpaid 
Principal Component respecting any Certificates which shall have become due, whether 
at maturity or by call for prepayment, in the order of their due dates, with interest on the 
overdue Principal Component and Interest Component calculated at a rate equal to the 
rate paid with respect to the Certificates and, if the amount available shall not be 
sufficient to pay in full all the amounts due with respect to the Certificates on any date, 
together with such interest, then to the payment thereof ratably, according to the amount 
of the Principal Component due on such date to the Persons entitled thereto, without any 
discrimination or preference; and 

(iv) Fourth, to the District. 

SECTION 13.6 Institution of Legal Proceedings.  If one or more Events of Default 
shall occur and be continuing [(a) upon the written direction of the Insurer (so long as the Policy 
is then in effect and the Insurer is not in default thereunder), the Trustee shall and (b) if the 
Policy is no longer in effect or the Insurer is in default thereunder], the Trustee in its discretion 
may, and upon the written request of the Owners of a majority in aggregate principal amount of 
the Certificates then Outstanding received by the Trustee at its Principal Office, and upon being 
indemnified to its satisfaction therefor, shall, proceed to protect or enforce its rights or the rights 
of the Owners by a suit in equity or action at law, either for the specific performance of any 
covenant or agreement contained herein or in the Lease, or in aid of the execution of any power 
herein granted, or by mandamus or other appropriate proceeding for the enforcement of any 
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other legal or equitable remedy as the Trustee shall deem most effectual in support of any of its 
rights or duties hereunder. 

SECTION 13.7 Non-waiver.  Nothing in this Article or in any other provision of this 
Trust Agreement or in the Certificates shall affect or impair the obligations of the District, which 
obligations are absolute and unconditional, to pay or prepay the Lease Payments as provided in 
the Lease.  No delay or omission of the Trustee or of any Owner of any of the Certificates to 
exercise any right or power arising upon the happening of any Event of Default shall impair any 
such right or power or shall be construed to be a waiver of any such Event of Default or an 
acquiescence therein, and every power and remedy given by this Article to the Trustee, the 
Insurer or to the Owners may be exercised from time to time and as often as shall be deemed 
expedient by the Trustee or the Owners. 

SECTION 13.8 Remedies Not Exclusive.  No remedy herein conferred upon or 
reserved to the Trustee or to the Owners is intended to be exclusive of any other remedy, and 
every such remedy shall be cumulative and shall be in addition to every other remedy given 
hereunder or now or hereafter existing, at law or in equity or by statute or otherwise. 

SECTION 13.9 Power of Trustee to Control Proceedings.  In the event that the 
Trustee, upon the occurrence of an Event of Default, shall have taken any action, by judicial 
proceedings or otherwise, pursuant to its duties hereunder, whether upon its own discretion or 
upon the request of the Insurer or the Owners of a majority in principal amount of the 
Certificates then Outstanding, it shall have full power, in the exercise of its discretion for the best 
interest of the Certificate Owners with respect to the continuance, discontinuance, withdrawal, 
compromise, settlement or other disposal of such action[; provided, however, that the Trustee 
shall not, unless there no longer continues an Event of Default, discontinue, withdraw, 
compromise or settle or otherwise dispose of any litigation pending at law or in equity, without 
the consent of the Insurer (if the Policy is in effect and the Insurer is not in default thereunder) or 
a majority in aggregate principal amount of the Certificates Outstanding (if the Policy is in effect 
and the Insurer is not in default thereunder).] 

SECTION 13.10 Limitation on Owners’ Right to Sue.  No Owner of any Certificate 
delivered hereunder shall have the right to institute any suit, action or proceeding at law or in 
equity, for any remedy under or upon this Trust Agreement, unless (a) such owner shall have 
previously given to the Trustee written notice of the occurrence of an Event of Default under the 
Lease; (b) the Owners of a majority in aggregate principal amount of all the Certificates then 
Outstanding shall have made written request upon the Trustee to exercise the powers 
hereinbefore granted or to institute such action, suit or proceeding in its own name; (c) said 
Owners shall have tendered to the Trustee reasonable indemnity against the costs, expenses and 
liabilities to be incurred in compliance with such request; and (d) the Trustee shall have refused 
or omitted to comply with such request for a period of 60 days after such written request shall 
have been received by, and said tender of indemnity shall have been made to, the Trustee[; 
provided, however, that the Owners shall not have the right to institute any suit, action or 
proceeding at law or in equity so long as the Policy is in effect if the Policy is in effect and the 
Insurer is not in default thereunder.] 
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Such notification, request, tender of indemnity and refusal or omission are hereby 
declared, in every case, to be conditions precedent to the exercise by any Owner of Certificates 
of any remedy hereunder; it being understood and intended that no one or more Owners shall 
have any right in any manner whatever by his or their action to enforce any right under this Trust 
Agreement, except in the manner herein provided and for the equal benefit of all Owners of the 
Outstanding Certificates. 

The right of any Owner of any Certificate to receive payment of said Owner’s 
proportionate interest in the Lease Payments as the same become due, or to institute suit for the 
enforcement of such payment, shall not be impaired or affected without the consent of such 
Owner, notwithstanding the foregoing provisions of this Section or any other provision of this 
Trust Agreement. 

SECTION 13.11 Agreement to Pay Attorneys’ Fees and Expenses.  In the event that the 
District or the Lessor should default under any of the provisions hereof, the nondefaulting party 
or the Insurer may demand that the defaulting party retain counsel to represent the nondefaulting 
party or Insurer; the District or the Lessor, as applicable, shall then have thirty (30) days in 
which to notify the nondefaulting party or the Insurer that it refuses or elects to retain counsel for 
such party.  In the event that a defaulting party should refuse to retain such counsel, which 
refusal is later determined by a court of competent jurisdiction to have been wrongful, then  the 
defaulting party agrees that it shall be liable for the reasonable fees of such attorneys and such 
other expenses so incurred by the nondefaulting party or parties; provided, however, that the 
Trustee shall not be required to expend its own funds for any payment described in this Section. 

SECTION 13.12 No Liability by the Lessor or District Except as Expressly Provided 
Herein.  Neither the Lessor nor the District shall have any obligation or liability to the Owners 
with respect to the payment when due of the Lease Payments, or with respect to the performance 
by the District of the other agreements and covenants required to be performed by it contained in 
the Lease or herein, or with respect to the performance by the Trustee of any right or obligation 
required to be performed by it contained herein. 

ARTICLE XIV 
MISCELLANEOUS 

SECTION 14.1 Defeasance.  (a)  Defeasance shall be deemed to occur if all 
Outstanding Certificates are paid and discharged in any one or more of the following ways: 

(i) by well and truly paying or causing to be paid the Principal Component 
and Interest Component and prepayment premiums, if any, with respect to all Certificates 
Outstanding, as and when the same become due and payable; 

(ii) if prior to maturity and having given notice of prepayment by irrevocably 
depositing with the Trustee, in trust, at or before maturity, an amount of cash which, 
together with amounts then on deposit in the Lease Payment Fund and the Reserve Fund, 
is sufficient to pay all Certificates Outstanding, including all Principal Components and 
Interest Components and prepayment premium, if any; 
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(iii) by irrevocably depositing with the Trustee, in trust, noncallable, 
nonprepayable Federal Securities in such amount as will, in the opinion of an 
independent certified public accountant, together with interest to accrue thereon and 
moneys then on deposit in the Lease Payment Fund and the Reserve Fund together with 
the interest to accrue thereon, be fully sufficient to pay and discharge all Certificates 
(including all Principal Component and Interest Component represented thereby and 
prepayment premium, if any) at or before their maturity date and the fees and expenses of 
the Trustee have been paid in full; or 

(iv) by irrevocably depositing with the Trustee or an escrow agent, under an 
escrow deposit and trust agreement (the “escrow agreement”), security for the payment of 
the Lease Payments and providing the report of an independent certified public 
accountant as more particularly described in Section 10.1(ii) of the Lease, said security to 
be held and applied to pay the Lease Payments as the same become due and payable and 
make a Prepayment in full on any Lease Payment Date, pursuant to Section 10.1(ii) of the 
Lease. 

(b) [In addition to the foregoing, the Insurer will require an Opinion of Special 
Counsel to the effect (i) that the defeasance will not adversely impact the exclusion from gross 
income for federal income tax purposes of interest with respect to the Certificates and (ii) that the 
prepaid Certificates are no longer Outstanding under this Trust Agreement.] 

(c) Notwithstanding the provisions of this Section allowing defeasance of the 
Certificates, the District hereby covenants and agrees that it shall not cause all or any portion of 
the Series A Certificates to be defeased and deemed paid unless, prior to such action, the District 
shall have either (i) obtained a ruling or other official pronouncement from the Service to the 
effect that such defeasance of the Series A Certificates will not cause a loss of the associated Tax 
Credits, or (ii) elected to convert the Series A Certificates into Current Interest Certificates as 
provided herein.  Any defeasance effected in connection with a conversion pursuant to clause (ii) 
hereof must occur no less than forty-six (46) days prior to the Tax Credit Allowance Date 
immediately following such a defeasance. 

(d) Notwithstanding that any Certificates shall not have been surrendered for 
payment, all obligations of the Lessor, the Trustee, [the Insurer] and the Lessee with respect to 
all Outstanding Certificates shall cease and terminate, except only the obligation of the Trustee 
pursuant to Section 2.8 hereof and its obligations to pay or cause to be paid, from Lease 
Payments paid by or on behalf of the Lessee from funds deposited pursuant to paragraphs (ii) 
through (iv) of this Section, to the Owners of the Certificates not so surrendered and paid all 
sums due with respect thereto, and in the event of deposits pursuant to such paragraphs, the 
Certificates shall continue to evidence and represent direct and proportionate interests of the 
Owners thereof in Lease Payments. 

Any funds held by the Trustee, at the time of one of the events described in paragraphs (i) 
through (iv) of this Section, which are not required for the payment to be made to Owners, as 
verified by a certified public accountant shall be paid over to the Lessee pursuant to Lessee’s 
written request therefor; provided that the fees and expenses of the Trustee have been fully paid. 
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Notwithstanding anything herein to the contrary, in the event that the principal and/or 
interest due with respect to the Certificates shall be paid by the Insurer pursuant to the Insurance 
Policy, the Certificates shall remain Outstanding for all purposes, not be defeased or otherwise 
satisfied and not be considered paid, and the assignment and pledge of the trust created under 
this Trust Agreement and all covenants, agreements and other obligations of the Lessee to the 
Certificate Owners shall continue to exist and shall run to the benefit of the Insurer, and the 
Insurer shall be subrogated to the rights of such Certificate Owners. 

SECTION 14.2 Records.  The Trustee shall keep complete and accurate records of all 
moneys received and disbursed by it under this Trust Agreement, which shall be available for 
inspection by the District, the Lessor[, the Insurer] and any Owner, or the agent of any of them, 
at any time during regular business hours with reasonable prior notice. 

SECTION 14.3 Notices.  All written notices to be given under this Trust Agreement 
shall be given by mail or personal delivery to the party entitled thereto at its address set forth 
below, or at such address as the party may provide to the other party in writing from time to 
time.  Notice to the Trustee shall be effective upon receipt, and notice to the other parties shall be 
deemed effective upon receipt and shall be deemed to have been received upon the earlier of 
actual receipt or five Business Days after deposit in the United States mail, in certified form, 
postage prepaid or, in the case of personal delivery, upon delivery to the address set forth below: 

If to the District: Sierra Sands Unified School District 
113 Felspar Street 
Ridgecrest, California 93555-3589 
Attn:  Superintendent 

If to the Trustee: U.S. Bank National Association 
633 West Fifth Street, 24th Floor 
Los Angeles, California  90071 
Attn:  Corporate Trust Services 

If to the Lessor: INYO-KERN SCHOOLS FINANCING AUTHORITY 
113 Felspar Street 
Ridgecrest, California 93555-3589 
Attn:  President 

[If to the Insurer: [TO COME]] 
 
 
 
 

The Trustee shall give notice to the [Insurer and to the] Rating Agencies of the following:  
(i) a change in the Trustee; (ii) any amendment to this Trust Agreement or the Lease; (iii) [any 
amendment shall be made in the terms of the Policy; and (iv)] prepayment of the Certificates or 
defeasance of all Outstanding Certificates. 
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Any notice that is required to be given to Owners, Information Services or to the Trustee 
pursuant to this Trust Agreement shall also be provided to the Insurer, simultaneously with the 
sending of such notices.  In addition, all information furnished pursuant to the Continuing 
Disclosure Agreement shall also be provided to the Insurer simultaneously with the furnishing of 
such information. 

SECTION 14.4 Governing Law.  This Trust Agreement shall be construed and 
governed in accordance with the laws of the State of California applicable to contracts made and 
performed therein. 

SECTION 14.5 Binding Effect; Successors.  This Trust Agreement shall be binding 
upon and inure to the benefit of the parties and their respective successors and assigns.  
Whenever in this Trust Agreement either the Lessor, the District, the Insurer or the Trustee are 
named or referred to, such reference shall be deemed to include the successors or assigns thereof 
and all the covenants and agreements in this Trust Agreement contained by or on behalf of the 
Lessor, the District or the Trustee shall bind and inure to the benefit of the respective successors 
and assigns thereof whether so expressed or not. 

SECTION 14.6 Execution in Counterparts.  This Trust Agreement may be executed in 
several counterparts, each of which shall be an original and all of which shall constitute but one 
and the same agreement. 

SECTION 14.7 Destruction of Canceled Certificates.  Whenever in this Trust 
Agreement provision is made for the surrender or cancellation by the Trustee and the delivery to 
the District of any Certificates, the Trustee shall subject to the record-retention requirements of 
the Securities Exchange Act of 1934, in lieu of such cancellation and delivery, destroy such 
Certificates and upon request of the Authorized Representative deliver a certificate of such 
destruction to the District. 

SECTION 14.8 Headings.  The headings or titles of the several Articles and Sections 
hereof, and any table of contents appended to copies hereof, shall be solely for convenience of 
reference and shall not affect the meaning, construction or effect of this Trust Agreement. All 
references herein to “Articles,” “Sections” and other subdivisions are to the corresponding 
Articles, Sections or other subdivisions of this Trust Agreement; and the words “herein,” 
“hereof,” “hereunder” and other words of similar import refer to this Agreement as a whole and 
not to any particular Article, Section or other subdivision hereof. 

SECTION 14.9 Waiver of Notice.  Whenever in this Trust Agreement the giving of 
notice by mail or otherwise is required, the giving of such notice may be waived in writing by 
the person entitled to receive such notice and in any case the diving or receipt of such notice 
shall not be a condition precedent to the validity of any action taken in reliance upon such 
waiver. 

SECTION 14.10 [Effect of Insurer Default].  If the Insurer has wrongfully failed to 
make payments under the Policy, any provision in this Trust Agreement requiring the Insurer’s 
approval shall be of no effect unless and until such payment default shall be cured and any 
demands for payment under the Policy shall have been honored.] 

 

69



 

75856128.2 56 

SECTION 14.11 Separability of Invalid Provisions.  In case any one or more of the 
provisions contained in this Trust Agreement or in the Certificates shall for any reason be held to 
be invalid, illegal or unenforceable in any respect, then such invalidity, illegality or 
unenforceability shall not affect any other provision of this Trust Agreement, and this Trust 
Agreement shall be construed as if such invalid or illegal or unenforceable provision had never 
been contained herein.  The parties hereto hereby declare that they would have entered into this 
Trust Agreement and each and every other section, paragraph, sentence, clause or phrase hereof 
and authorized the delivery of the Certificates pursuant to this Trust Agreement, irrespective of 
the fact that any one or more sections, paragraphs, sentences, clauses or phrases of this Trust 
Agreement may be held illegal, invalid or unenforceable. 

ARTICLE XV 
[BOND INSURANCE] 

[TO COME.] 
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IN WITNESS WHEREOF, the parties have executed this Trust Agreement as of the date 
and year first above written. 

U.S. BANK NATIONAL ASSOCIATION, 
as Trustee 
 
 
By:____________________________________ 

Authorized Officer 
 
 
INYO-KERN SCHOOLS FINANCING 
AUTHORITY, as Lessor 
 
 
By:____________________________________ 

Secretary/Treasurer 
 
 
SIERRA SANDS UNIFIED SCHOOL 
DISTRICT, as Lessee 
 
 
By:____________________________________ 

Superintendent 
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EXHIBIT A-1 
 

FORM OF 2009 SERIES A CERTIFICATE OF PARTICIPATION 
AND TAX CREDIT CERTIFICATE 

R-1 $________________ 

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE 
OF THE SECURITIES DEPOSITORY (AS DEFINED IN THE TRUST AGREEMENT) TO 
THE TRUSTEE FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND 
ANY CERTIFICATE DELIVERED IS REGISTERED IN THE NAME OF CEDE & CO. OR 
IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE 
OF THE DEPOSITORY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH 
OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR 
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE 
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN. 

UNITED STATES OF AMERICA  STATE OF CALIFORNIA 

SIERRA SANDS UNIFIED SCHOOL DISTRICT 
TAXABLE CERTIFICATE OF PARTICIPATION 

2009 SERIES A (QUALIFIED SCHOOL CONSTRUCTION BOND) 
 

Dated as of Maturity Date Tax Credit Rate Interest Rate CUSIP No. 
     
 December 15, 20__    

 
Registered Owner: Cede & Co. 

Principal Component: ______________________ DOLLARS 

THIS IS TO CERTIFY that the registered owner named above, or registered assigns (the 
“Owner”) of this Certificate of Participation (the “Certificate”) is the owner of a proportionate 
and undivided interest in the right to receive certain Lease Payments and Prepayments (the 
“Lease Payments”) to be made by the SIERRA SANDS UNIFIED SCHOOL DISTRICT, a 
unified school district of the State of California (the “Lessee”), pursuant to a Lease Agreement 
(the “Lease”), dated as of December 1, 2009, by and between the INYO-KERN SCHOOLS 
FINANCING AUTHORITY, a joint exercise of powers authority (the “Lessor”), and the Lessee, 
which Lease Payments and certain other rights and interests under the Lease have been assigned 
to U.S. BANK NATIONAL ASSOCIATION, as trustee (the “Trustee”), having a corporate trust 
office in Los Angeles, California, or such other office as may be designated by the Trustee from 
time to time (said office being herein referenced as the “Principal Office”). 

The Certificates are being executed and delivered in order to acquire, construct and install 
certain capital projects to be used in the public education activities of the District that comply in 
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all respects with the requirements of the American Recovery and Reinvestment Act of 2009 (the 
“Recovery Act”) as applied to “Qualified School Construction Bonds” authorized under the 
Recovery Act, an allocation for which the District has been awarded by the State of California in 
an amount at least equal to the Principal Component of the Certificates.  This Certificate is 
associated with a Tax Credit Certificate issued under the Tax Credit Program (the “Tax Credit 
Program”) established in Section 54A of the Internal Revenue Code of 1986, as amended (the 
“Tax Code”). 

This Certificate is composed of a Principal Component, an Interest Component and a Tax 
Credit Component, the latter of which evidenced by the tax credit certificate (the “Tax Credit 
Certificate”) attached hereto as Exhibit A, the ownership of which may be separated from the 
Principal Component.  So long as the ownership of the Tax Credit component of this Certificate 
has not been separated from the ownership of the Principal Component hereof, the Owner may 
be eligible to receive tax credits determined based on the Tax Credit Rate set forth above in 
accordance with Section 54AA of the Tax Code, as described in the Tax Credit Certificate. 

The Registered Owner of this Certificate is entitled to receive, subject to the terms of the 
Lease, on the maturity date specified above, the principal amount specified above, representing a 
portion of the Lease Payments designated as principal (the “Principal Component”) coming due 
on the Maturity Date stated above and to receive on June 15, 2010, and semiannually thereafter 
on June 15 and December 15 of each year (each, an “Interest Payment Date”) until payment in 
full of said Principal Component, the Registered Owner’s portion of the Lease Payments 
designated as interest (the “Interest Component”) coming due during the six months immediately 
preceding each Payment Dates (collectively, each Principal Payment Date and Interest Payment 
Date is hereinafter referred to as a “Payment Date”); provided, that such Interest Component 
shall be payable from the Interest Payment Date next preceding the date of execution of this 
Certificate (unless (i) this Certificate is executed as of an Interest Payment Date in which event 
interest should be payable from the date thereof, or (ii) it is executed after a Record Date and 
before the following Interest Payment Date, in which event the Interest Component shall be 
payable from such following Interest Payment Date, or (iii) this Certificate is executed on or 
before May 15, 2010, in which event interest shall be payable from the original dated date of the 
Certificates). The “Record Date” is the fifteenth day of the calendar month prior to each Interest 
Payment Date, whether or not such day is a Business Day.  There shall be no execution or 
registration of transfer of Certificates during the period established by the Trustee for selection of 
Certificates for prepayment or any Certificate selected for prepayment.  Interest with respect to 
the Certificates shall be calculated on the basis of a 360-day year, comprised of twelve months of 
30 days each.  Said amounts are payable by check in lawful money of the United States of 
America.  The amount representing Principal Component payable at maturity or upon 
prepayment in whole is payable to the Registered Owner by check of the Trustee upon 
presentation and surrender of this Certificate at the Principal Office.  The amounts representing 
Interest Component are payable by check mailed by first class mail by the Trustee to the 
Registered Owner hereof at his address as it appears on the registration books of the Trustee or 
by wire transfer to a bank account in the United States in the case of Registered Owners owning 
$1,000,000 or more in aggregate principal amount of Certificates who have furnished 
instructions in writing to the Trustee  prior to the Record Date. 
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The total amount of each payment of Principal Component or Interest Component made 
to the Registered Owner of this Certificate is comprised of interests in the Principal Component 
of Lease Payments made by the Lessee with respect to Certificates maturing on the maturity date 
stated above, and with an Interest Component at the rate indicated above.  So long as Cede & Co. 
or its registered assigns shall be the registered owner of this Certificate, payment shall be made 
by wire transfer through The Depository Trust Company (“DTC”).  The Certificates are executed 
and delivered in Authorized Denominations of $40,000 or any integral multiple thereof. 

The Owner of the Certificate is entitled to receive, subject to the terms of the Lease, on 
the maturity date specified above, the principal amount specified above, representing the total 
amount of Lease Payments, payable by check or wire transfer to the registered owner hereof on 
the Record Date, being 15 days prior to the maturity date, upon presentation and surrender hereof 
by such Owner at the Principal Office.   

This Certificate is one of a series of certificates of participation executed and delivered by 
the Trustee pursuant to the terms of that certain Trust Agreement (the “Trust Agreement”), dated 
as of December 1, 2009, by and among the Lessee, the Lessor and the Trustee, designated 
“Sierra Sands Unified School District Taxable Certificates of Participation, 2009 Series A 
(Qualified School Construction Bonds)” in the aggregate principal amount of $10,000,000.  The 
Lessee is authorized to enter into the Lease and the Trust Agreement under the Constitution and 
the laws of the State of California.  Reference is hereby made to the Lease and the Trust 
Agreement, copies of which are on file at the Principal Office) for a description of the terms on 
which the Certificates are executed and delivered, the rights thereunder of the Owners of the 
Certificates, the rights, duties and immunities of the Trustee and the rights and obligations of the 
Lessee under the Lease, to all of the provisions of which Lease and Trust Agreement the Owner 
of this Certificate, by acceptance hereof, assents and agrees.  The Trust Agreement authorizes the 
Lessee to cause the execution and delivery of Additional Certificates on a parity with the 
Certificates, upon the execution and delivery of a Supplemental Trust Agreement and following 
the satisfaction of certain other conditions precedent. 

There shall be no execution or registration of transfer of Certificates during the period 
established by the Trustee for selection of Certificates for prepayment or of any Certificate 
selected for prepayment.   

Subject to the limitations and conditions and upon payment of the charges, if any, as 
provided in the Trust Agreement, Certificates may be exchanged by the Owner thereof for a like 
aggregate principal amount of Certificates of the same series, tenor, and maturity of other 
authorized denominations, in person or by attorney duly authorized in writing, at the Principal 
Office, but only in the manner, subject to the limitations and upon payment of the charges 
provided in the Trust Agreement, and upon surrender and cancellation of this Certificate.  Upon 
such transfer, a new Certificate or Certificates in authorized denominations of the same series, 
tenor, maturity and same aggregate principal amount will be issued to the transferee in exchange 
herefor. 

The Lessor, the Lessee and the Trustee may treat the registered owner hereof as the 
absolute Owner hereof for all purposes, and the Lessor, the Lessee and the Trustee shall not be 
affected by any notice to the contrary. 
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The Certificates are [not] subject to [optional] prepayment prior to maturity. 

[PREPAYMENT PROVISIONS TO COME.] 

In the event that a Determination of Loss of Qualified School Construction Bond Status, 
the Certificates will convert to Current Interest Certificates on a Tax Credit Conversion Date 
established in accordance with the provisions of the Trust Agreement.  Following the Tax Credit 
Conversion Date, the Certificates will represent a Cash Interest Component as well as the 
Original Interest Component and the Principal Component and the Cash Interest Component will 
thereafter be paid on each March 15, June 15, September 15 and December 15 following the Tax 
Credit Conversion Date. 

In the event that the ownership of the Tax Credit Certificates has been separated from the 
ownership of the Certificates and registered separately pursuant to the Trust Agreement, the Tax 
Credit Certificates related to the prepaid Certificates shall be called for prepayment in the same 
manner as the Certificates, and the prepayment price shall be allocated to the Principal 
Components of the Certificates and the Tax Credit Certificates in the proportions set forth in the 
Table of Prepayment Values for Tax Credits and Principal Strips attached hereto as Schedule I. 

THIS IS TO FURTHER CERTIFY that all acts, conditions and things required by the 
Trust Agreement to exist, to have happened and to have been performed by or in relation to the 
Trustee precedent to and in connection with the execution and delivery of this Certificate do 
exist, have happened and have been performed in regular and due time, form and manner as 
required by law, and that the Trustee is duly authorized to execute and deliver this Certificate, 
and that the amount of this Certificate, together with all other Certificates executed and delivered 
under the Trust Agreement, is not in excess of the amount of Certificates authorized to be 
executed and delivered thereunder. 

THE LESSEE HAS CERTIFIED, RECITED AND DECLARED that all acts, conditions 
and things required by the Constitution and statutes of the State of California and the provisions 
of the Trust Agreement to exist, to have happened and to have been performed precedent to and 
in the execution and delivery of this Certificate, do exist, have happened and have been 
performed in due time, form and manner as required by law. 

THE TRUSTEE HAS NO OBLIGATION OR LIABILITY TO THE REGISTERED 
OWNERS TO MAKE LEASE PAYMENTS PERTAINING TO THE CERTIFICATES 
EXCEPT FROM LEASE PAYMENTS PAID TO THE TRUSTEE AND FROM THE 
VARIOUS FUNDS AND ACCOUNTS ESTABLISHED UNDER THE TRUST AGREEMENT.  
THE TRUST AGREEMENT PROVIDES THAT THE RECITALS OF FACTS, COVENANTS 
AND AGREEMENTS IN THE CERTIFICATES SHALL BE TAKEN AS STATEMENTS, 
COVENANTS AND AGREEMENTS OF THE LESSEE, AND THE TRUSTEE ASSUMES 
NO RESPONSIBILITY FOR THE CORRECTNESS OF THE SAME. 

IN WITNESS WHEREOF, this Certificate has been executed and delivered by the 
Trustee, acting pursuant to the Trust Agreement. 

U.S. BANK NATIONAL ASSOCIATION, 
as Trustee 
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By:    
 Authorized Signatory 

 

Date of Execution:  ________, 20__ 
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PRINCIPAL STRIP LEGEND 

If the ownership of the Principal Component of this Certificate is separated from the 
ownership of the related Tax Credit Certificates the following legend shall be applied to this 
bond to evidence that it is a Principal Strip and a new identification number shall be applied to 
the resulting Principal Strip that is distinct from the identifying number for the original Bond. 

[This is a PRINCIPAL COMPONENT ONLY of one of the SIERRA SANDS UNIFIED 
SCHOOL DISTRICT TAXABLE CERTIFICATES OF PARTICIPATION, 2009 SERIES A 
(QUALIFIED SCHOOL CONSTRUCTION BONDS), described in the within-mentioned 
Resolution, and the registered owner of this Principal Strip is not entitled to the related Tax 
Credits associated with the Certificates or the payment of any prepayment price allocable to the 
Tax Credit Certificates related to the Certificates of which this is the Principal Component only.  
The undersigned has duly authenticated and registered this Principal Strip on 
__________________.] 

By:  U.S. BANK NATIONAL ASSOCIATION,  
        as Trustee 
 
 
By:    
 Authorized Officer 
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ASSIGNMENT 

For value received the undersigned do(es) hereby sell, assign and transfer unto 
______________________________ the within-mentioned [Registered Certificate][Principal 
Strip] and hereby irrevocably constitute(s) and appoint(s) ______________________________ 
attorney, to transfer the same on the books of the Trustee with full power of substitution in the 
premises. 

________________________ 
I.D. Number 

_________________________________________ 
NOTE:  The signature(s) on this Assignment must 
correspond with the name(s) as written on the face 
of the within Registered Certificate in every 
particular, without alteration or enlargement or any 
change whatsoever. 

 
 
Dated: __________________ 

 

 

Signature Guarantee:   
  Notice:  Signature must be guaranteed 
 by an eligible guarantor institution. 
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EXHIBIT A 

Certificate Number UNITED STATES OF AMERICA Notional Amount 
R-__ STATE OF CALIFORNIA $__________ 
 COUNTY OF KERN 

CERTIFICATE EVIDENCING TAX CREDIT ENTITLEMENT 
 

related to the 
 

SIERRA SANDS UNIFIED SCHOOL DISTRICT 
TAXABLE CERTIFICATES OF PARTICIPATION, 2009 SERIES A 

(QUALIFIED SCHOOL CONSTRUCTION BONDS) 

Sale Date of  
Related Certificate 

Issuance Date of  
Related Certificate 

Maturity Date of 
Related Certificate 

 

Applicable 
Tax Credit Rate 

CUSIP NO. of 
Related Certificate 

     
 

Tax Credit 
Allowance Date 

CUSIP number 
(if stripped from 

Related 
Certificate) 

Base: ______ 
Tax Credit 

Allowance Date 

CUSIP number 
(if stripped from 

Related 
Certificate) 

Base: ______ 
Tax Credit 

Allowance Date 

CUSIP number 
(if stripped from 

Related 
Certificate) 

Base: ______ 
Tax Credit 

Allowance Date 

CUSIP number 
(if stripped from 

Related 
Certificate) 

Base: ______ 

3/15/2010  6/15/2010  9/15/2010  12/15/2010  
3/15/2011  6/15/2011  9/15/2011  12/15/2011  
3/15/2012  6/15/2012  9/15/2012  12/15/2012  
3/15/2013  6/15/2013  9/15/2013  12/15/2013  
3/15/2014  6/15/2014  9/15/2014  12/15/2014  
3/15/2015  6/15/2015  9/15/2015  12/15/2015  
3/15/2016  6/15/2016  9/15/2016  12/15/2016  
3/15/2017  6/15/2017  9/15/2017  12/15/2017  
3/15/2018  6/15/2018  9/15/2018  12/15/2018  
3/15/2019  6/15/2019  9/15/2019  12/15/2019  
3/15/2020  6/15/2020  9/15/2020  12/15/2020  
3/15/2021  6/15/2021  9/15/2021  12/15/2021  
3/15/2022  6/15/2022  9/15/2022  12/15/2022  
3/15/2023  -  -  -  

 

Dated: ___________, 2009 

Registered Owner: Cede & Co. 

Notional Amount of 
this Certificate: ____________________________ DOLLARS 

This certificate evidences the entitlement of the registered owner identified above or 
registered assigns to the credit (the “Tax Credit”), under Section 54AA of the Internal Revenue 
Code of 1986, as amended (the “Code”), against the tax imposed by Chapter 1 of the Code 
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(“Chapter 1”), with respect to the Sierra Sands Unified School District Taxable Certificates of 
Participation, 2009 Series A (the “Related Certificates”), designated as Qualified School 
Construction Bonds pursuant to Section 54AA of the Code by the Sierra Sands Unified School 
District, County of Kern, State of California (the “District”).  This certificate evidences the Tax 
Credit component of the Related Certificates and the obligation of the District to maintain the 
status of the Related Certificates as Qualified School Construction Bonds under the Code. 

“Tax Credit Allowance Date” means each March 15, June 15, September 15, and 
December 15, beginning with the first of such dates following the date of issuance of the Related 
Certificates and ending on the maturity date thereof or such of those dates as are specified in the 
table on the cover page of this Tax Credit Certificate. 

The holder hereof on the Tax Credit Allowance Dates specified above shall be allowed a 
credit against the tax imposed by Chapter 1 in an amount equal to twenty five percent (25%) of 
the annual credit determined with respect to the Related Certificates, being the product of: (1) the 
applicable tax credit rate set forth above (the “Applicable Rate”), and (2) the outstanding face 
amount of the Related Certificates (the “Notional Amount”). 

This Tax Credit Certificate is executed and delivered in conjunction with and as a 
component part of the Related Certificates and, together with other similar certificates relating to 
the Certificates, designated as “Certificates Evidencing Tax Credit Entitlement related to the 
Sierra Sands Unified School District Taxable Certificates of Participation, 2009 Series A 
(Qualified School Construction Bonds)” (the “Tax Credit Certificates”).  This Certificate is one 
of a series of certificates of participation executed and delivered by the Trustee pursuant to the 
terms of that certain Trust Agreement (the “Trust Agreement”), dated as of December 1, 2009, 
by and among the Lessee, the Lessor and the Trustee, designated “Sierra Sands Unified School 
District Taxable Certificates of Participation, 2009 Series A (Qualified School Construction 
Bonds)” in the aggregate principal amount of $10,000,000.  The Lessee is authorized to enter 
into the Lease and the Trust Agreement under the Constitution and the laws of the State of 
California.  Reference is hereby made to the Lease and the Trust Agreement) copies of which are 
on file at the Principal Office) for a description of the terms on which the Certificates are 
executed and delivered, the rights thereunder of the Owners of the Certificates, the rights, duties 
and immunities of the Trustee and the rights and obligations of the Lessee under the Lease, to all 
of the provisions of which Lease and Trust Agreement the Owner of this Certificate, by 
acceptance hereof, assents and agrees.  The Trust Agreement authorizes the Lessee to cause the 
execution and delivery of Additional Certificates on a parity with the Certificates, upon the 
execution and delivery of a Supplemental Trust Agreement and following the satisfaction of 
certain other conditions precedent. 

The Tax Credit Certificates are subject to registration, transfer and exchange as provided 
in and subject to the terms and provisions of the Resolution by U.S. Bank National Association, 
as Trustee (the “Trustee”). 

In the event that the ownership of the Tax Credit Certificates has been separated from the 
ownership of the Related Certificates and registered separately pursuant to the Trust Agreement, 
the Tax Credit Certificates related to the prepaid Related Certificates shall be called for 
prepayment in the same manner as the Related Certificates, and the prepayment price shall be 
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allocated to the Principal Components of the Related Certificates and the Tax Credit Certificates 
in the proportions set forth in the Table of Prepayment Values for Tax Credits and Principal 
Strips attached hereto as Schedule I. 

The District hereby certifies and declares that all acts, conditions and things required by 
law to be done or performed precedent to and in the execution and delivery of this Tax Credit 
Certificate have been done and performed in strict conformity with the laws authorizing the 
execution and delivery of this Tax Credit Certificate. 

The District shall not take any action or inaction, or fail to take any action, or permit any 
action to be taken on its behalf or cause or permit any circumstances within its control to arise or 
continue, if such action or inaction would cause the Related Certificates to not be Qualified 
School Construction Bonds under the Code.  Without limiting the generality of the forgoing, the 
District shall comply with the instructions and requirements of the Tax Certificate (the “Tax 
Certificate”).  Notwithstanding any provisions of this paragraph, if the District shall provide to 
the Trustee an opinion of Bond Counsel that any specified action required under the Tax 
Certificate is no longer required or that some further or different action is required in order for 
the Related Certificates to be Qualified School Construction Bonds under Section 54AA of the 
Code, the Trustee may conclusively rely on such opinion in complying with the requirements of 
this paragraph and of the Tax Certificate, and the covenants hereunder shall be deemed to be 
modified to that extent. 

This Tax Credit Certificate shall not be entitled to any benefit or be valid for any purpose 
unless signed by manual or facsimile signature of an authorized signatory of the District and 
authenticated by the manual signature of a duly authorized officer of the Trustee. 

IN WITNESS WHEREOF the District has caused this Tax Credit Certificate to be signed 
by the _________________ of the District as of the date set forth above. 

 
SIERRA SANDS UNIFIED SCHOOL 
DISTRICT 
 
 
By:     
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TRUSTEE’S CERTIFICATE OF AUTHENTICATION 
AND REGISTRATION 

This is one of the Tax Credit Certificates related to the Certificates described in the 
within-mentioned Trust Agreement and authenticated and registered on __________, 2009.  

U.S. BANK NATIONAL ASSOCIATION,           
as Trustee 
 
 
By    
 Authorized Officer 

 

 

DTC LEGEND 

Unless this tax credit certificate is presented by an authorized representative of The 
Depository Trust Company, a New York corporation (“DTC”), to the District or the Trustee for 
registration of transfer, exchange, or payment, and any certificate issued is registered in the name 
of Cede & Co. or in such other name as is requested by an authorized representative of DTC (and 
any payment is made to Cede & Co. or to such other entity as is requested by an authorized 
representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR 
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the 
registered owner hereof, Cede & Co., has an interest herein. 
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SCHEDULE I 
 

TABLE OF PREPAYMENT VALUES FOR 
TAX CREDITS AND PRINCIPAL STRIPS 
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EXHIBIT A-2 
 

FORM OF TAXABLE CERTIFICATE OF PARTICIPATION 
 

R-__ $________________ 

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE 
OF THE SECURITIES DEPOSITORY (AS DEFINED IN THE TRUST AGREEMENT) TO 
THE TRUSTEE FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND 
ANY CERTIFICATE DELIVERED IS REGISTERED IN THE NAME OF CEDE & CO. OR 
IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE 
OF THE DEPOSITORY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH 
OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR 
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE 
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN. 

UNITED STATES OF AMERICA  STATE OF CALIFORNIA 

SIERRA SANDS UNIFIED SCHOOL DISTRICT 
TAXABLE CERTIFICATE OF PARTICIPATION 

 2009 SERIES B 

 

Dated Date: Maturity Date Interest Rate CUSIP No. 
    
 December 15, 20__   

 

REGISTERED OWNER:  
 
PRINCIPAL AMOUNT: 

THIS IS TO CERTIFY THAT the registered owner identified above, or registered 
assigns (the “Registered Owner”), as the Registered Owner of this Certificate, is the owner of a 
direct, undivided, fractional interest in lease payments (the “Lease Payments”) to be paid by the 
Sierra Sands Unified School District, a unified school district duly organized and existing under 
the laws of the State of California (the “Lessee”), pursuant to a lease agreement, dated as of 
December 1, 2009 (the “Lease Agreement”), by and between INYO-KERN SCHOOLS 
FINANCING AUTHORITY, a joint exercise of powers authority organized and existing under 
the laws of the State of California (the “Authority”), and the Lessee, which Lease Payments, 
prepayments and certain other rights and interests under the Lease Agreement have been 
assigned to U.S. BANK NATIONAL ASSOCIATION, as trustee (the “Trustee”), having a 
corporate trust office in Los Angeles, California (the “Principal Corporate Trust Office”).  The 
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Certificates are executed and delivered under and pursuant to that certain Trust Agreement, dated 
as of December 1, 2009, by and among the Lessee, the Authority and the Trustee (the “Trust 
Agreement”). 

EXCEPT AS OTHERWISE PROVIDED HEREIN AND UNLESS THE CONTEXT 
CLEARLY INDICATES OTHERWISE, CAPITALIZED TERMS USED HEREIN SHALL 
HAVE THE SAME MEANINGS AS ASSIGNED TO SUCH TERMS IN THE TRUST 
AGREEMENT. 

Description of Transaction.  This Certificate is one of a series of $_______ of Sierra 
Sands Unified School District Taxable Certificates of Participation, 2009 Series B (the 
"Certificates") executed and delivered under the Trust Agreement.  The proceeds of the 
Certificates are to be applied (i) to pay for municipal bond insurance premium [and certain costs] 
related to the execution and delivery of the Certificates. 

This Certificate has been executed and delivered by the Trustee pursuant to the terms of 
the Trust Agreement.  The District has certified that it is authorized to enter into the Lease 
Agreement and the Trust Agreement under the Constitution and laws of the State of California 
for the purpose of leasing certain land, public improvements and equipment from the Authority.  
Reference is hereby made to the Lease Agreement and the Trust Agreement (copies of which are 
on file at the corporate trust office of the Trustee in Los Angeles, California) for a description of 
the terms on which the Certificates are delivered, the rights thereunder of the Owners of the 
Certificates, the rights, duties and immunities of the Trustee and the rights and obligations of the 
District under the Lease Agreement, to all of the provisions of the Lease Agreement and the 
Trust Agreement, and the Registered Owner hereof, by acceptance hereof, assents and agrees to 
the same.   

Payment Provisions.  The Registered Owner of this Certificate is entitled to receive, 
subject to the terms of the Lease, on the maturity date specified above, the principal amount 
specified above, representing a portion of the Lease Payments designated as principal (the 
“Principal Component”) coming due on December 15 of each year (each, a “Principal Payment 
Date”), for the preceding twelve months, and to receive on ________ 15, 2010, and semiannually 
thereafter on June 15 and December 15 of each year (each, an “Interest Payment Date”) until 
payment in full of said Principal Component, the Registered Owner’s portion of the Lease 
Payments designated as interest (the “Interest Component”) coming due during the six months 
immediately preceding each Payment Date (collectively, each Principal Payment Date and 
Interest Payment Date is hereinafter referred to as a “Payment Date”); provided, that such 
Interest Component shall be payable from the Interest Payment Date next preceding the date of 
execution of this Certificate (unless (i) this Certificate is executed as of an Interest Payment Date 
in which event interest should be payable from the date thereof, or (ii) it is executed after a 
Record Date and before the following Interest Payment Date, in which event the Interest 
Component shall be payable from such following Interest Payment Date, or (iii) this Certificate 
is executed on or before _______ 15, 2010, in which event interest shall be payable from the 
original dated date of the Certificates). The “Record Date” is the close of business on the first 
day of the month in which a Payment Date occurs, whether or not such day is a business day.  
There shall be no execution or registration of transfer of Certificates during the period 
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established by the Trustee for selection of Certificates for prepayment or any Certificate selected 
for prepayment.  The Interest Component is the result of the multiplication of the Principal 
Component by the rate per annum identified above. Interest with respect to the Certificates shall 
be calculated on the basis of a 360-day year, comprised of twelve months of 30 days each.  Said 
amounts are payable by check in lawful money of the United States of America.  The amount 
representing Principal Component payable at maturity or upon prepayment in whole is payable 
to the Registered Owner by check of the Trustee upon presentation and surrender of this 
Certificate at the Principal Office.  The amounts representing Interest Component are payable by 
check mailed by first class mail by the Trustee to the Registered Owner hereof at his address as it 
appears on the registration books of the Trustee or by wire transfer to a bank account in the 
United States in the case of Registered Owners owning $1,000,000 or more in aggregate 
principal amount of Certificates who have furnished instructions in writing to the Trustee at least 
15 days prior to the Payment Date. 

The total amount of each payment of Principal Component or Interest Component made 
to the Registered Owner of this Certificate is comprised of interests in Lease Payments made by 
the District with respect to Certificates maturing on the maturity date stated above, and with an 
Interest Component calculated at the rate indicated above. 

The Lessee is obligated, subject to abatement, to pay Lease Payments from any source of 
legally available funds, and the Lessee has covenanted in the Lease to make the necessary annual 
appropriations therefor.  The obligations of the Lessee to pay the Lease Payments do not 
constitute obligations of the Lessee for which the Lessee is obligated to levy or pledge any form 
of taxation or for which the Lessee has levied or pledged any form of taxation.  The obligations 
of the Lessee to pay Lease Payments do not constitute debts of the Lessee, the State of California 
or any of its political subdivisions, and do not constitute an indebtedness within the meaning of 
any constitutional or statutory debt limitation or restriction.  Under certain circumstances, the 
Lessee is not obligated to make its payments of Lease Payments due to the loss or destruction of 
all or a portion of the Leased Property.  To the extent that the Lessee receives net proceeds of 
property damage and business or rental interruption insurance, such net proceeds will be applied 
to offset abated Lease Payments. 

Interest.  The Interest Component shall be payable on each Interest Payment Date to the 
date of maturity or prepayment of the Certificates, whichever is earlier.  Said Interest Component 
shall represent the portion of Lease Payments designated as interest and coming due during the 
six-month period immediately preceding each Interest Payment Date, computed on the basis of a 
360-day year comprised of twelve (12) thirty (30)-day months. 

[_____________ (the “Insurer”) has issued a policy of financial guaranty insurance 
concurrently with the delivery of the Certificates (the “Policy”) assuring that funds will be 
available for the payment of principal or prepayment price (but not premium) and interest with 
respect to the Certificates, when scheduled for payment, in accordance with the provisions of the 
Trust Agreement.] 

Exchange and Transfer; Book-Entry System.  Subject to certain conditions set forth in the 
Trust Agreement, upon surrender of this Certificate at the principal corporate trust office of the 
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Trustee, as bond registrar, together with an assignment duly executed by the Registered Owner 
or its attorney or legal representative in such form and with such guaranty of signature as shall be 
satisfactory to the Trustee, this Certificate may be exchanged for fully registered Certificates 
aggregating in amount the then unpaid principal amount with respect to the Certificate so 
surrendered of the same maturity and interest rate, in Authorized Denominations. 

This Certificate may be registered as transferred upon the books kept for the registration 
and transfer of Certificates upon its surrender to the Trustee, as bond registrar, together with an 
assignment duly executed by the Registered Owner or its attorney or legal representative in such 
form and with such guaranty of signature as shall be satisfactory to the Trustee; provided, that 
the Trustee should not be obliged to make any exchange or registration of transfer of a 
Certificate during the period between a Record Date and the corresponding Interest Payment 
Date. 

The foregoing provisions to the contrary notwithstanding, the Certificates will be 
executed and delivered initially as one fully registered certificate for each maturity in the total 
aggregate principal amount of the Certificates of such maturity in the name of Cede & Co., as 
nominee of The Depository Trust Company, New York, New York (“DTC”), as Registered 
Owner of the Certificates, and deposited in the custody of DTC.  Beneficial Owners of the 
Certificates will not receive physical delivery of the Certificates.  Individual purchases of the 
Certificates may be made in book-entry form only in Authorized Denominations.  Payments of 
principal and premium, if any, and interest with respect to the Certificates will be made to DTC 
or its nominee as Registered Owner of the Certificates. 

DTC shall through its Participants pay interest to the beneficial owners of record of the 
Certificates as of the close of business on the Record Date, and principal and any prepayment 
price with respect thereto in accordance with its customary procedures. 

Transfer of ownership interests in the Certificates shall be made by DTC and its 
Participants, acting as nominees of the Beneficial Owners of the Certificates in accordance with 
rules specified by DTC and its Participants.  There can be no assurance that DTC, its Participants 
or other nominees of the Beneficial Owners of the Certificates will act in accordance with such 
rules or on a timely basis. 

Prepayment.  The Certificates are subject to prepayment on any date, in whole, or in part 
from certain net insurance or condemnation proceeds credited toward the prepayment of the 
Lease Payments by the District pursuant to the Lease Agreement at a prepayment price equal to 
the Principal Component thereof, together with accrued Interest Component to the date fixed for 
prepayment, without premium. 

The Certificates shall be subject to mandatory sinking fund prepayment prior to maturity 
at a prepayment price equal to the Principal Component of the Certificates to be prepaid, plus 
accrued interest thereon to the prepayment date, without premium, on ________ 1 of each year, 
commencing ________ 1, 20__, in the Principal Components and on the prepayment dates as 
follows: 
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Mandatory Sinking Fund 
Prepayment Date 

       (________ 1)         
Principal 

Component 
  

  
  

        *  
_____________________ 
* Final Maturity. 

 

The Certificates are also subject to prepayment in whole or in part (in integral multiples 
of $5,000), on any date on or after ________ 1, 20__, from moneys deposited in the Lease 
Payment Fund as a result of the exercise by the District of its option to prepay its Lease 
Payments, exercised by notifying the Trustee at least 45 days prior to the scheduled prepayment 
date, as provided in the Lease Agreement, at a prepayment price of par plus accrued interest to 
the date fixed for prepayment. 

As provided in the Trust Agreement, notice of prepayment shall be mailed by first class 
mail, not less than 30 nor more than 60 days before the prepayment date, to the Registered 
Owners of affected Certificates, but neither failure to receive such notice nor any defect in the 
notice so mailed shall affect the sufficiency of the proceedings for prepayment. 

If this Certificate is called for prepayment and payment is duly provided therefor as 
specified in the Trust Agreement, the Interest Component shall cease to accrue with respect 
hereto from and after the date fixed for prepayment. 

Amendment.  To the extent and in the manner permitted by the terms of the Trust 
Agreement, the provisions of the  Trust Agreement and the Lease Agreement may be amended 
by the parties thereto with the written consent of the Owners of at least 51% in aggregate 
principal amount of the Certificates then Outstanding and the Insurer.  No such modification or 
amendment shall (1) extend or have the effect of extending the fixed maturity of any Certificate 
or reducing the interest rate with respect thereto or extending the time of payment of the Interest 
Component, or reducing the amount of Principal Component thereof or reducing any premium 
payable upon the prepayment thereof, without the express consent of the Owner of such 
Certificate, or (2) reduce or have the effect of reducing the percentage of Certificate Owners 
required for the affirmative vote or written consent to an amendment or modification of  the 
Trust Agreement or Lease Agreement, or (3) modify any of the rights or obligations of the 
Trustee without its written assent thereto.  In addition the Trust Agreement, the Lease Agreement 
and the Site Lease may be amended without the consent of any such Owners under certain 
circumstances set forth in the Trust Agreement. 

Additional Provisions.  The Registered Owner shall have no right to enforce the 
provisions of the Trust Agreement or to institute or appear in proceedings with respect to the 
Trust Agreement or its enforcement except as provided in the Trust Agreement. 
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The Trustee has no obligation or liability to the Owners to make payments with respect to 
the Certificates except from Lease Payments paid to the Trustee and from the various funds and 
accounts established under the Trust Agreement. The Trust Agreement provides that the recitals 
of facts, covenants, and agreements in this Certificate should be taken as statements, covenants 
and agreements of the Lessee, and the Trustee assumes no responsibility for the correctness of 
the same. 

The Trustee has no obligation or liability to the Owners of the Certificates for the 
obligation of the Lessee to make Lease Payments or for the payment of the principal or interest 
or prepayment premiums, if any, with respect to the Certificates; but rather the Trustee’s sole 
obligations are to administer, for the benefit of the Lessee, [the Insurer] and the Owners of the 
Certificates, the various funds and accounts established under the Trust Agreement and to 
receive and apply money which it receives for credit to such funds and accounts, as provided in 
the Trust Agreement, including the application of moneys received for the payment of principal 
and interest due with respect to the Certificates. 

It is hereby certified, recited and declared that all acts, conditions and things required to 
exist, happen and be performed precedent to and in the execution and delivery of the Trust 
Agreement and the execution and delivery of this Certificate do exist, have happened and have 
been performed in due time, form and manner as required by law; that the execution and delivery 
of this Certificate and the issue of which it forms a part, together with all other obligations of the 
Lessee, does not exceed or violate any constitutional or statutory limitation; and that the Lease 
Payments pledged to the payment of the principal and premium, if any, and interest with respect 
to this Certificate and the issue of which it forms a part, as the same become due, will be 
sufficient in amount for that purpose. 

Unless this Certificate is presented by an authorized representative of The Depository 
Trust Company, a New York corporation (“DTC”), to the Trustee or its agent for registration of 
transfer, exchange, or payment, and any certificate issued is registered in the name of Cede & 
Co. or in such other name as is requested by an authorized representative of DTC (and any 
payment is made to Cede & Co. or to such other entity as is requested by an authorized 
representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR 
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the 
registered owner hereof, Cede & Co., has an interest herein. 
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IN WITNESS WHEREOF, this Certificate has been executed and delivered by 
_____________________________, as trustee, in its name by the manual or facsimile signature 
of its duly authorized officer. 

__________________________________, 
as Trustee 
 
 
 
By:   
 Authorized Officer 
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STATEMENT OF INSURANCE 
 

[TO COME] 
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*     *     *     *     * 
 

(Form for Transfer) 
 

FOR VALUE RECEIVED, _______________ the undersigned, hereby sells, assigns and 
transfers unto _______________________ (Tax Identification or Social Security No. 
______________) the within Certificate and all rights thereunder, and hereby irrevocably 
constitutes and appoints _____________________ attorney to transfer the within Certificate on 
the books kept for registration thereof, with full power of substitution in the premises. 

 
Dated:______________ 

 
Signature Guarantee:  
 
 
___________________________ _______________________________ 
        (Authorized Officer) NOTICE:  The signature to this 
Signature must be guaranteed assignment must correspond with 
by an institution which is a the name as it appears upon the 
participant in the Securities face of the within Certificate in every 
Transfer Agent Medallion particular, without alteration or 
Program (STAMP) or similar enlargement or any change 
program. whatever. 

92



 

75856128.2 B-1 

EXHIBIT B 
 

FORM OF REQUISITION 

____________________________ 
633 West Fifth Street, 24th Floor 
Los Angeles, California  90071 
Attn:  Corporate Trust Services 

RE: Disbursement from the [Delivery Costs/Project] Fund pursuant to the Trust 
Agreement, dated as of December 1, 2009 (the “Trust Agreement”), by and 
among U.S. BANK NATIONAL ASSOCIATION as trustee (the “Trustee”), 
INYO-KERN SCHOOLS FINANCING AUTHORITY and SIERRA SANDS 
UNIFIED SCHOOL DISTRICT (the “District”) 

REQUISITION NO._______ 

The undersigned hereby states and certifies: 

1. That he is a duly appointed, qualified and acting Authorized Representative of the 
District, and as such, is familiar with the facts herein certified and is authorized and qualified to 
certify the same; 

2. That, pursuant to Section 3.3 of the Trust Agreement, the Trustee is hereby 
requested to disburse from the [Delivery Costs/Project] Fund established under the Trust 
Agreement to the payees designated on Exhibit A attached hereto and by this reference 
incorporated herein, at the addresses set forth below each such payee name, the amounts set forth 
opposite such designations; 

4. That each obligation set forth herein is a proper charge against the [Delivery 
Costs/Project] Fund and has not been the basis of any prior disbursement; 

5. That the amount of each disbursement requested herein is for payment of 
[Delivery/Project] Costs, as defined in the Trust Agreement; 

6. That no event of default has occurred and is continuing under the Lease 
Agreement; 

7. That set forth opposite each obligation on Exhibit A attached hereto is a 
description of the nature of such obligation; and 

9. That accompanying this Requisition, or to be submitted to you at a later date, is a 
bill or statement of account for each obligation included on Exhibit A. 
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Capitalized terms used but not defined herein shall have the meanings ascribed thereto in 
the Trust Agreement. 

Dated:  ____________, 20__ SIERRA SANDS UNIFIED SCHOOL DISTRICT 

 
 
 

By:    
 Authorized Representative 
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AFTER RECORDATION PLEASE RETURN TO: 
Fulbright & Jaworski L.L.P. 
555 South Flower Street, Suite 4100 
Los Angeles, California  90071 
Attention:  Lisalee Anne Wells, Esq. 
  
 
 

SITE LEASE 
 
 

by and between 
 
 

SIERRA SANDS UNIFIED SCHOOL DISTRICT, 
 

as Lessor 
 
 

and 
 
 

INYO-KERN SCHOOLS FINANCING AUTHORITY, 
 

as Lessee 
 

Dated as of December 2, 2009 
 
 

$_______________ 
Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series A (Qualified School Construction Bonds) 

and 

$_______________ 
Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series B 
 

     
 
 THIS IS A FINANCING DOCUMENT. 
 NO DOCUMENT TRANSFER TAX IS DUE 
 PURSUANT TO GOVERNMENT CODE 27383. 
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SITE LEASE 

THIS SITE LEASE, dated as of December 2, 2009, by and between the SIERRA SANDS 
UNIFIED SCHOOL DISTRICT (the “District”), a school district of the State of California, as 
lessor, and the INYO-KERN SCHOOLS FINANCING AUTHORITY, a joint exercise of powers 
authority duly organized and existing under and by virtue of the laws of the State of California 
(the “Authority”), as lessee; 

W I T N E S S E T H: 

WHEREAS, the Authority intends to assist the District by financing for the District the 
acquisition and construction of certain public education facilities by leasing certain real property 
from the Authority to the District by a Lease Agreement dated as of the date hereof (the 
“Lease”); 

WHEREAS, the District proposes to enter into this Site Lease with the Authority as a 
material consideration for the Authority’s agreement to refinance certain existing facilities of the 
District; 

NOW, THEREFORE, IT IS HEREBY MUTUALLY AGREED by the parties as follows: 

1. Definitions. 

Unless the context otherwise requires, all capitalized terms used in this Site Lease and not 
defined herein shall for all purposes of this Site Lease have the meanings specified therefor in the 
Lease or in the Trust Agreement, dated as of the date hereof (the “Trust Agreement”), by and 
among the Authority, U.S. Bank National Association, as Trustee (the “Trustee”), and the 
District. 

2. Site Lease. 

The District hereby leases to the Authority and the Authority hereby hires from the 
District, on the terms and conditions hereinafter set forth, the real property and improvements 
thereon situated in the County of Kern, State of California (the “County”), as more particularly 
described in the Exhibit A attached hereto and made a part hereof (the “Leased Property”). 

3. Term. 

The term of this Site Lease shall commence on the date of recordation of this Site Lease 
in the Office of the County Recorder of the County, and shall end on December 15, 20__, unless 
such term is extended or sooner terminated as hereinafter provided.  If on such December 1, 
20__, the aggregate amount of Lease Payments payable under the Lease shall not have been 
paid, or provision shall not have been made for their payment, then the term of this Site Lease 
shall be automatically extended until such Lease Payments shall be fully paid or provision shall 
be made for such payment, but in any event not beyond December 15, 20__.  If, prior to 
December 15, 20__, all Lease Payments and Additional Payments shall be fully paid or provision 
made for such payment, the term of this Site Lease shall end 10 days after the date of such 
payment or provision for payment. 
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4. Rental. 

The District acknowledges receipt from the Authority as and for rental hereunder a sum 
equal to the Authority’s standard closing fee, on or before the date of delivery of this Site Lease. 

5. Purpose. 

The Authority shall use the Leased Property solely for the educational activities of the 
District and leasing the Leased Property to the District pursuant to the Lease, and for such 
purposes as may be incidental thereto; provided, that in the event of default by the District under 
the Lease, the Authority and its assigns may exercise the remedies provided in the Lease. 

6. Owner in Fee. 

The District represents that it is the owner in fee of the Leased Property. 

7. Substitution of Leased Property. 

From time to time, the District may elect to substitute alternate real property for the 
Leased Property or add additional real property to the Leased Property pursuant to the 
requirements of the Lease but only by providing the Trustee with a supplement to the Lease.  In 
connection therewith, the District and the Authority may enter into a supplement or amendment 
to this Site Lease substantially in the form attached hereto as Exhibit B.  All costs and expenses 
incurred in connection with any such substitution or addition shall be borne by the District. 

If the District substitutes any alternate real property for the Leased Property or adds 
additional components to the Leased Property, written notice of such substitution or addition 
shall be delivered by the District to all rating agencies, if any, then rating the Certificates.  The 
District shall not substitute alternate real property for the Leased Property without first fulfilling 
all requirements for such substitution contained in the Lease, obtaining (i) an opinion of Special 
Counsel to the effect that such substitution or addition shall not, in and of itself, impair the 
exclusion from gross income or interest payable with respect to the Certificates, (ii) prior written 
consent of the Insurer and (iii) a certificate of the District:  (A) stating that the annual fair rental 
value of the Leased Property after a Substitution or Removal, in each year during the remaining 
term of this Lease, is at least equal to the maximum annual Lease Payments attributable to the 
Leased Property prior to said Substitution or Removal, as determined by the District on the basis 
of an appraisal of the Leased Property prior to said Substitution or Removal conducted by a 
member of the Appraisal Institute of America (“AIA”) designated by the District, and acceptable 
to the Insurer; (B) demonstrating that the useful life of the Leased Property after Substitution or 
Removal equals or exceeds the remaining term of this Lease; and (C) certifying that the Leased 
Property after a Substitution or Removal is as essential to the operations of the District as was 
the Leased Property immediately prior to such Substitution or Removal. 

In the event of a Substitution, there shall also be delivered to the Authority, the Insurer 
and the Trustee (i) in the event of a partial Removal, evidence that the title insurance in effect 
immediately prior thereto is not affected, and (ii) in all instances, evidence that the Substitution 
or Removal, in and of itself, has not or will not cause a downgrade or withdrawal of the then- 
existing credit ratings on the Certificates. 
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In the event that the District effects a Substitution of all or a portion of the Leased 
Property hereunder pursuant to the terms hereof and those of the Lease, all or a designated 
portion of the Leased Property formerly subjected to this Lease shall be released from the lien 
hereof upon receipt by the Trustee of (a) the written request of the District to that effect, and (b) 
an opinion of Special Counsel to the effect that such release will have no material adverse effect 
upon the Owners of the Certificates. 

After any such substitution, the term “Leased Property” shall be defined, collectively, as 
the remaining portion of the previously Leased Property and the substituted real property. 

8. Release of Leased Property. 

In the event that the District shall desire to obtain other financing for improvements to be 
constructed on any portion of the Leased Property and both (i) the portion of the Leased Property 
upon which such improvements are to be constructed is located on an identifiable parcel or 
parcels of land, and (ii) the Leased Property, exclusive of such parcel or parcels of land, shall 
have a fair market value in excess of the then remaining aggregate principal components of the 
Lease Payments to be made under the Lease and shall have a fair rental value equal to or in 
excess of the Lease Payments to be made under the Lease, the District shall be entitled to a 
release, with the prior written consent of the Insurer, from the Leased Property of the parcel or 
parcels for which such financing has been obtained.  The District, the Authority and the Trustee 
shall execute any and all appropriate legal documents, instruments and certificates to effect such 
release.  After any such release, the term “Leased Property” shall be deemed to include only the 
remaining portion of the Leased Property.  In addition, upon the payment in full, prepayment or 
defeasance of all of the Certificates, the Leased Property shall also be released as described in 
this paragraph. 

9. Assignments and Subleases. 

The Authority may not assign its rights under this Site Lease or sublet the Leased 
Property, except as provided in the Lease, without the prior written consent of the District and 
the Insurer. 

10. Right of Entry. 

The District, and the Insurer with reasonable notice to the District, reserve the right for 
any of its duly authorized representatives to enter upon the Leased Property at any reasonable 
time to inspect the same or to make any repairs, improvements or changes necessary for the 
preservation thereof. 

11. Termination. 

The Authority agrees, upon the termination of this Site Lease, to quit and surrender the 
Leased Property in the same good order and condition as the same were in at the time of 
commencement of the term hereunder, reasonable wear and tear excepted, and agrees that any 
permanent improvements and structures existing upon the Leased Property at the time of the 
termination of this Site Lease shall remain thereon and title thereto shall vest in the District. 
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12. Default. 

In the event the Authority shall be in default in the performance of any obligation on its 
part to be performed under the terms of this Site Lease, which default continues for 30 days 
following notice and demand for correction thereof to the Authority, the District may exercise 
any and all remedies granted by law, except that no merger of this Site Lease and of the Lease 
shall be deemed to occur as a result thereof; provided, however, that so long as any of said 
Certificates are outstanding and unpaid in accordance with the terms thereof, the Lease Payments 
assigned by the Authority to the Trustee under the Trust Agreement shall continue to be paid to 
said Trustee; and provided, further, that under no circumstances shall the District have the right 
to terminate this Site Lease, or to eject the Authority from the premises, following the occurrence 
and during the continuance of an event of default.  The District’s sole remedy shall be that of 
specific performance. 

13. Quiet Enjoyment. 

The Authority at all times during the term of this Site Lease shall peaceably and quietly 
have, hold and enjoy all of the Leased Property, subject to the provisions of the Lease and the 
Trust Agreement. 

14. Waiver of Personal Liability. 

All liabilities under this Site Lease on the part of the Authority are solely liabilities of the 
Authority, and the District hereby releases each and every, member, director and officer of the 
Authority of and from any personal or individual liability under this Site Lease.  No member, 
director or officer of the Authority shall at any time or under any circumstances be individually 
or personally liable under this Site Lease for anything done or omitted to be done by the 
Authority hereunder. 

15. Taxes. 

The District covenants and agrees to pay any and all assessments of any kind or character 
and also all taxes, including possessory interest taxes, levied or assessed upon the Leased 
Property (including both land and improvements). 

16. Eminent Domain. 

In the event the whole or any part of the Leased Property shall be taken by eminent 
domain proceedings, the interest of the Authority shall be recognized and is hereby determined 
to be the amount of the then Outstanding Certificates, and the balance of the award, if any, shall 
be paid to the District. 

17. Partial Invalidity. 

If any one or more of the terms, provisions, covenants or conditions of this Site Lease 
shall to any extent be declared invalid, unenforceable, void or voidable for any reason 
whatsoever by a court of competent jurisdiction, the finding or order or decree of which becomes 
final, none of the remaining terms, provisions, covenants and conditions of this Site Lease shall 
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be affected thereby, and each provision of this Site Lease shall be valid and enforceable to the 
fullest extent permitted by law. 

18. Notices. 

All notices, statements, demands, consents, approvals, authorizations, offers, 
designations, requests or other communications hereunder by either party to the other shall be in 
writing and shall be sufficiently given and served upon the other party if delivered personally or 
if mailed by United States registered mail, return receipt requested, postage prepaid, and, if to the 
District, addressed to the Sierra Sands Unified School District, 113 Felspar Street, Ridgecrest, 
California 93555, Attention:  Superintendent; if to the Authority, addressed to the Inyo-Kern 
Schools Financing Authority, 113 Felspar Street, Ridgecrest, California 93555 
Attention: President; [and if to the Insurer, ___________________________________________ 
Policy No. ___________ with a copy to the General Counsel;] or to such other addresses as the 
respective parties may from time to time designate by notice in writing. 

19. Amendment. 

This Site Lease may not be altered, modified or amended except as permitted by 
Article X of the Trust Agreement in order to (i) permit the substitution of Leased Property 
pursuant to Section 3.5 of the Lease and (ii) modify (but only in accordance with the provisions 
of Sections 7 or 8 hereof) or correct the description of the Site of the Leased Property. 

20. Section Headings. 

All Section headings contained herein are for convenience of reference only and are not 
intended to define or limit the scope of any provision of this Site Lease. 

21. Governing Law. 

This Site Lease shall be governed by and construed in accordance with the laws of the 
State of California applicable to contracts made and performed in such State. 

22. Counterparts.   

This Site Lease may be executed in any number of counterparts, each of which shall be 
deemed to be an original but all together shall constitute but one and the same lease. 
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IN WITNESS WHEREOF, the District and the Authority have caused this Site Lease to 
be executed by their respective officers thereunto duly authorized, all as of the day and year first 
above written. 

SIERRA SANDS UNIFIED SCHOOL DISTRICT,  
as Lessor 
 
 
By:   
 Superintendent 
 
 
 

INYO-KERN SCHOOLS FINANCING 
AUTHORITY 
as Lessee 
 
 

By:   
  Secretary/Treasurer
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CERTIFICATE OF ACCEPTANCE 
 

This is to certify that the interest in the Leased Property conveyed under the foregoing to 
the Inyo-Kern Schools Financing Authority, a joint exercise of powers authority duly organized 
under the laws of the State of California, is hereby accepted by the undersigned officer or agent 
on behalf of the Board of Directors of the Inyo-Kern School Financing Authority, pursuant to 
authority conferred by resolution of the said Board of Directors and the grantee consents to 
recordation thereof by its duly authorized officer. 

Dated:  ___________, 2009 

INYO-KERN SCHOOLS FINANCING AUTHORITY  
 
 
 
By:     
 Secretary/Treasurer 
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EXHIBIT A 

THE LEASED PROPERTY 

(See attached legal description) 
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EXHIBIT B 

FORM OF 
AMENDMENT TO SITE LEASE 

There is hereby subjected to the terms of that certain Site Lease, dated as of December 1, 
2009 (the “Site Lease”), between the Inyo-Kern Schools Financing Authority (“Authority”) and 
the Sierra Sands Unified School District (“District”) the following described property: 

DESCRIPTION 

(Check One) 

1.  The property described above is hereby deemed to be incorporated into Exhibit A 
 to the Site Lease and deemed to be added to the definition of Leased Property. 

2.  I, an Authorized Representative of the District, hereby certify that: 

(1) the market value of the above-described property at least equals the market value 
of the portion of the Leased Property for which it was substituted; and the fair rental value of the 
portion of the Leased Property at least equals the portion of the Leased Property for which it was 
substituted; 

(2) the above-described property has similar or greater essentiality of use; 

(3) the above-described property has a useful life at least equal to the remaining   
useful life of the portion of the Leased Property for which it was substituted; 

(4) the above-described property will be used by the District for authorized public 
purposes; 

(5) the above-described property may be leased under the provisions of the Site Lease 
and Section 39300 et seq. of the Education Code of the State of California; 

[(6) the above-described added or substituted property is not currently owned by the 
District;] 

The District hereby grants to the Trustee a security interest in the above-described 
property for the benefit of the Owners of the Certificates and as security therefor, all as described 
in the Trust Agreement. 

I, the Authorized Representative of the District, hereby certify that the portion of the 
Leased Property being constructed or acquired, delivered and installed will be owned by the 
District free and clear of all liens or claims of others, except for the lien of the Trust Agreement 
referred to in the Site Lease and the rights of the Authority under the Site Lease, and that the 
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District will not otherwise encumber title to such property while the Certificates remain 
outstanding. 

SIERRA SANDS UNIFIED SCHOOL DISTRICT 
 
 
 
By:   
 Authorized Representative 
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AFTER RECORDATION PLEASE RETURN TO: 
 
Fulbright & Jaworski L.L.P. 
555 South Flower Street, 41st Floor 
Los Angeles, California  90071 
Attention:  Lisalee Anne Wells, Esq. 
  
 
 
 
 

                                                        

LEASE AGREEMENT 

Dated as of December 2, 2009 

by and between 

INYO-KERN SCHOOLS FINANCING AUTHORITY, 
as Lessor 

and 

SIERRA SANDS UNIFIED SCHOOL DISTRICT, 
as Lessee 

                                                     

$_______________ 
Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series A (Qualified School Construction Bonds) 

and 

$_______________ 
Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series B 

 
 
 

THIS IS A FINANCING DOCUMENT: 
NO DOCUMENT TRANSFER TAX IS DUE 

PURSUANT TO GOVERNMENT CODE SECTION 27383 
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LEASE AGREEMENT 

THIS LEASE AGREEMENT, dated as of December 2, 2009 (the “Lease”), by and 
between INYO-KERN SCHOOLS FINANCING AUTHORITY, a joint exercise of powers 
authority duly organized and existing under the laws of the State of California, as lessor, and its 
successors and assigns (the “Authority”), and SIERRA SANDS UNIFIED SCHOOL DISTRICT, 
a school district of the State of California, as lessee (the “District”); 

W I T N E S S E T H: 

WHEREAS, pursuant to the Constitution and laws of the State of California, the District 
may enter into a lease or lease-purchase agreement for the financing or refinancing of certain 
buildings, land and equipment for purposes related to its operations as a school district of the 
State of California; and 

WHEREAS, the District presently has a need for additional capital improvements (the 
“Project”); and 

WHEREAS, pursuant to the provisions of the American Recovery and Reinvestment Act 
of 2009 (the “Recovery Act”), the Board of Trustees (the “Board”) of the District did previously 
submit an application to the California Department of Education (the “Department”), requesting 
the grant by the Department of an allocation of qualified school construction bonds (“Qualified 
School Construction Bonds”) for the District’s immediate capital needs; and 

WHEREAS, the Department granted the District an allocation equal to $25,000,000 of 
Qualified School Construction Bonds under the Recovery Act, all of which needs to be issued by 
a date no later than December 31, 2009, unless such date is extended by the State of California; 
and 

WHEREAS, the District has elected to issue the Qualified School Construction Bonds in 
the form of Certificates of Participation; and 

WHEREAS, pursuant to the Trust Agreement (defined below), the District has authorized 
the execution and delivery of its Taxable Certificates of Participation, 2009 Series A (Qualified 
School Construction Bonds) (the “2009 Series A Certificates”) and its Taxable Certificates of 
Participation, 2009 Series B (the “2009 Series B Certificates” and, together with the 2009 
Series A Certificates, the “Certificates”), evidencing and representing undivided and 
proportionate interests in lease payments (the “Lease Payments”) to be made by the District 
under this Lease with respect to the Leased Property (defined below), which Lease Payments 
will consist of the Principal Component and Interest Component with respect to the Certificates, 
as described below; and 

WHEREAS, the District proposes to lease the facilities more specifically described in 
Exhibit B hereto, as amended from time to time (the “Leased Property”), pursuant to this Lease, 
the Lease Payments with respect to which will be general fund obligations of the District; and 
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WHEREAS, in order to facilitate the delivery of the Certificates on behalf of the District, 
and to provide for the financing of the Project, the Authority will assign all its rights to the 
Leased Property, the Lease Payments and this Lease to the Trustee; and 

WHEREAS, the Leased Property will be the subject matter of this Lease; and 

WHEREAS, the District has leased the Leased Property to the Authority under a Site 
Lease dated as of the date hereof; and 

WHEREAS, the Authority is authorized pursuant to Section 5140 of the Authoritys Code 
of the State of California and its articles of incorporation and bylaws to provide financial 
assistance to public agencies, including the District, by acquiring and financing land and 
equipment and acquiring and constructing various public facilities and the leasing of facilities, 
land and equipment for the use, benefit and enjoyment of the public; 

NOW, THEREFORE, in consideration of the above premises and of the mutual 
covenants hereinafter contained and for other good and valuable consideration, the parties hereto 
agree as follows: 

ARTICLE I 
 

DEFINITIONS AND EXHIBITS 

Section 1.1 Definitions and Rules of Construction.  Unless the context otherwise 
requires, the capitalized terms used herein but not defined in this Lease shall, for all purposes of 
this Lease, have the meanings specified in the Trust Agreement, dated as of December 1, 2009, 
by and among U.S. Bank National Association, as Trustee thereunder, the Authority and the 
District (the “Trust Agreement”), together with any further amendments thereof or supplements 
thereto permitted to be made thereunder; and the additional terms defined in this Section shall, 
for all purposes of this Lease, have the meanings herein specified.  Unless the context otherwise 
indicates, words importing the singular number shall include the plural number and vice versa.   
The terms “hereby,” “hereof,” “hereto,” “herein,” “hereunder” and any similar terms, as used in 
this Lease, refer to this Lease as a whole.  Whenever reference is made in this Lease to the Site 
Lease or the Assignment Agreement and the accounts and subaccounts under the Trust 
Agreement, such reference shall, unless the context otherwise requires, be assumed to be made to 
those Agreements, accounts and subaccounts which are entered into or relating to the District 
and this Lease. 

“Insurance Consultant” means an individual or firm retained by the District as an 
independent contractor, experienced in the field of risk management. 

“Lease Payment” means the total amount of any Lease Payment due hereunder, which 
shall include the Principal Component and the Interest Component. 

“Lease Payment Date” means the 15th day immediately preceding each Payment Date or, 
if such day is not a Business Day, then the next succeeding Business Day. 

112



 

75847058.2 3 

“Lease Supplement” means a lease supplement substantially in the form of Exhibit A 
hereto. 

“Leased Property” means that certain real or personal property which is or will become 
the subject of this Lease, and, in the case of real property only, comprising those parcels 
described in the Site Lease and Exhibit B hereto, as it may be modified from time to time. 

“Related Documents” means this Lease, the Assignment Agreement, the Site Lease and 
any document or instrument related thereto. 

“Removal” means the release of all or a portion of the Leased Property from the 
leasehold hereof and of the Site Lease as provided in Section 3.5 hereof. 

“Reserve Replenishment Rent” means Reserve Replenishment Rent payable pursuant to 
Section 4.3(a)(6) hereof. 

“Substitution” means the release of all or a portion of the Leased Property from the 
leasehold hereof and of the Site Lease, and the lease of substituted real property and buildings 
and other improvements hereunder and under the Site Lease as provided in Section 3.5 hereof. 

Section 1.2 Exhibits.  The following Exhibits are attached to, and by this reference 
incorporated into and made a part of, this Lease: 

Exhibit A:  Form of Lease Supplement. 

Exhibit B:  Description of Leased Property. 

Exhibit C:  Schedule of Lease Payments. 

Exhibit D:  The Project. 

[Exhibit E:  Deposits to Reserve Fund.] 

ARTICLE II 
 

REPRESENTATIONS, COVENANTS AND WARRANTIES 

Section 2.1 Representations, Covenants and Warranties of District.  The District 
represents, covenants and warrants to the Authority as follows: 

(a) Due Organization and Existence.  The District is a school district duly 
organized and existing under the State operating under and in accordance with the Constitution 
and laws of the State. 

(b) Authorization; Enforceability.  The Constitution and laws of the State 
authorize the District to enter into this Lease Agreement, the Site Lease and the Trust Agreement 
(collectively, the “Agreements”) and to enter into the transactions contemplated by and to carry 
out its obligations under all of the Agreements, and the District has, concurrently with the 
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execution hereof, duly authorized and executed all of the Agreements.  The Agreements 
constitute legal, valid and binding obligations of the District, enforceable in accordance with 
their respective terms, except as may be limited by applicable bankruptcy, insolvency, 
reorganization, moratorium or similar laws or equitable principles affecting the rights of 
creditors generally. 

(c) No Defaults.  To the best knowledge of the District, neither the execution 
and delivery of the Agreements, nor the fulfillment of or compliance with the terms and 
conditions thereof, nor the consummation of the transactions contemplated thereby, conflicts 
with or results in a breach of the terms, conditions or provisions of any agreement or instrument 
to which the District is now a party or by which the District is bound, or constitutes a default 
under any of the foregoing, or results in the creation or imposition of any prohibited lien, charge 
or encumbrance upon any of the property or assets of the District. 

(d) Execution and Delivery.  The District has taken all actions required to 
authorize and execute this Lease in accordance with the Constitution and laws of the State. 

(e) [Maintenance] [Creation] of Reserve Fund.  To the extent permitted by 
law, the District covenants that it will [maintain] [create] the Reserve Fund [at][so that it 
increases to] the Reserve Requirement, as provided in Section 6.1 of the Trust Agreement, until 
the date upon which the Lease Payments have been paid in full, or payment has been provided 
therefor.  The District acknowledges the obligation of the Trustee to replenish the Reserve Fund 
for any withdrawals made therefrom only from Reserve Replenishment Rent, as provided in 
Section 4.3(a)(6), subsequently paid by the District and from investment earnings on the Reserve 
Fund. 

(f) Audited Financial Statements.  The District covenants to deliver to the 
Trustee [and the Insurer] copies of its audited annual financial statements no later than 180 days 
following the end of each Fiscal Year of the District and copies of its approved annual budgets 
within thirty (30) days following the date of approval thereof. 

(g) Essentiality of Leased Property.  The District represents and warrants that 
the Leased Property is essential to the operations of the District as of the date hereof and as of 
the Closing Date.  The District further represents that, to the best of its knowledge after due 
inquiry, there are no liens on the Leased Property superior to the lien evidenced by the Site Lease 
and this Lease. 

(h) [Substitution of Insurer.  The District covenants and agrees not to 
substitute the Insurer, or surrender, cancel, terminate, amend or modify in any material respect 
the Policy or the fee surety bond issued by the Insurer in connection with the Certificates, 
without the prior written consent of the Insurer.  The District further covenants that as a 
condition to such substitution, the District shall pay to the outgoing Insurer, all advances due and 
owing such outgoing Insurer under the Policy.] 

(i) Reorganization of District.  The District covenants and agrees that the 
District will not reorganize into more than one public agency, without obtaining the prior written 
consent of the Insurer, and the District will use its best efforts to ensure that such public agency 
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or agencies become jointly and severally liable on the obligations of the District under this 
Lease, the Site Lease, and under the Trust Agreement.  The District further covenants that upon 
commencement of the formal process for such reorganization, the District shall notify the 
Trustee in writing of such pending reorganization. 

(j) Covenant to Prepay; Notice of Project Completion.  The District 
covenants and agrees to prepay, or cause to be prepaid, in accordance with Section 4.3(a) of the 
Trust Agreement, a portion of all outstanding Lease Payments due under the Lease representing 
unexpended proceeds of the Certificates on or soon as practicable following the third anniversary 
of the Closing Date in order to comply with the Recovery Act.  In order to comply with the terms 
of the grant of Qualified School Construction Bond allocation from the Department, the District 
hereby covenants and agrees to provide such reports as may be required by the Department 
including a copy of Internal Revenue Service Form 8038 within 15 days following the Closing 
Date and a notification to the Department detailing the expenditure of the amounts in the Project 
Fund, accompanied by a letter from Special Counsel. 

Section 2.2 Representations, Covenants and Warranties of Authority.  The Authority 
represents, covenants and warrants to the District as follows: 

(a) Due Organization and Existence; Enforceability.  The Authority is a joint 
exercise of powers authority duly organized, existing and in good standing under and by virtue of 
the laws of the State, and has the power to enter into this Lease, the Assignment Agreement, the 
Site Lease and the Trust Agreement; is possessed of full power to own and hold real and 
personal property, and to lease and sell the same; and has duly authorized the execution and 
delivery of all of the aforesaid Agreements.  This Lease, the Assignment Agreement, the Site 
Lease and the Trust Agreement constitute the legal, valid and binding obligations of the 
Authority, enforceable in accordance with their respective terms, except as may be limited by 
applicable bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable 
principles affecting the rights of creditors generally. 

(b) No Encumbrances.  The Authority will not pledge or assign the Leased 
Property or the Lease Payments or other amounts derived from the Leased Property and from its 
other rights under this Lease or subject the Leased Property to any other lease; except that the 
Authority may make such assignments or create, assume or suffer to exist Permitted 
Encumbrances provided under the terms of this Lease, the Assignment Agreement and the Trust 
Agreement. 

(c) No Violations.  Neither the execution and delivery of the Agreements, nor 
the fulfillment of or compliance with the terms and conditions thereof, nor the consummation of 
the transactions contemplated thereby, conflicts with or results in a breach of the terms, 
conditions or provisions of the Articles of Incorporation or Bylaws of the Authority or any 
restriction or any agreement or instrument to which the Authority is now a party or by which the 
Authority is bound, or constitutes a default under any of the foregoing, or results in the creation 
or imposition of any prohibited lien, charge or encumbrance whatsoever upon any of the 
property or assets of the Authority, or upon the Leased Property. 
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(d) No Assignment.  Except as provided herein, in the Assignment Agreement 
and in the Trust Agreement, the Authority will not assign this Lease, its right to receive Lease 
Payments from the District, or its duties and obligations hereunder to any other person, firm or 
authority so as to impair or violate the representations, covenants and warranties contained in 
this Section. 

ARTICLE III 
 

DEPOSIT OF MONEYS; 
PAYMENT OF DELIVERY COSTS; SUBSTITUTION AND REMOVAL 

Section 3.1 Deposit and Application of Money.  In order to induce the District to lease 
the Leased Property from the Authority and to assure the District that the moneys needed to 
finance the Project will be available for such purpose without delay, the Authority shall, on the 
Closing Date, cause moneys to be deposited with the Trustee into the Project Fund and the 
Delivery Costs Fund as follows:  (1) amounts necessary to pay the costs of the Project shall be 
deposited to the Project Fund, and (2) an amount equal to the Delivery Costs shall be deposited 
into the Delivery Costs Fund.  All moneys held under the Trust Agreement shall be invested in 
accordance with Section 8.2 thereof. 

Section 3.2 Payment of Delivery Costs.  The District will pay all of the Delivery Costs 
of the 2009 Series A Certificates, not in excess of 2% of the Principal Component of the 2009 
Series A Certificates, from proceeds of sale of the 2009 Series A Certificates deposited into the 
2009 Series A Delivery Costs Fund.  The District will pay all of the Delivery Costs of the 2009 
Series B Certificates from proceeds of sale of the 2009 Series B Certificates deposited into the 
2009 Series B Delivery Costs Fund.  The Trustee has been directed, pursuant to Section 3.1 of 
the Trust Agreement, to make reimbursements or advances of Delivery Costs to or upon the 
order of the District without further action by the Authority. 

Section 3.3 Acquisition, Construction and Improvement of the Project.  The Authority 
agrees to cause the Project to be acquired, installed, constructed or improved in accordance with 
the requirements of the District.  The District, as agent of the Authority under the Trust 
Agreement, will arrange for the acquisition, installation, equipping, construction or improvement 
of the Project by entering into one or more contracts or purchase orders providing therefor, and 
shall comply with pertinent provisions of the Recovery Act and with all applicable provisions for 
bids and contracts prescribed in Section 20110, et seq., of the Public Contract Code of the State 
and all applicable provisions relating to prevailing wage rates and working hours of the 
applicable State law.  Subject to the foregoing, the District hereby covenants and agrees to take 
all actions necessary to effect the prompt acquisition, installation, equipping, construction or 
improvement of the Project as soon as practicable following the Closing Date. 

The District will supervise and provide for, or cause to be supervised and provided for, as 
agent for the Authority, the acquisition, installation, equipping, construction or improvement of 
the Project.  The District has agreed that the Project will be acquired, installed, equipped, 
constructed or improved on or before the date set forth in Exhibit D hereto.  The District agrees 
that, upon the acquisition, installation, equipping, construction or improvement of the Project or 
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any substitute Project accepted after the Closing Date, it will complete the Project with due 
diligence and as required by the Recovery Act. 

Upon satisfactory completion of the Project, the District shall deliver to the Trustee the 
Certificate of Completion.  Upon the date of filing the Certificate of Completion, all excess 
moneys remaining in the Project Fund shall, at the direction of the District, be (a) transferred by 
the Trustee to the Lease Payment Fund as a payment of the portions of the Principal Component 
and the Interest Component in accordance with Section 4.4 of the Trust Agreement, or (b) 
remitted to the District to be applied for authorized capital purposes in accordance with the 
Recovery Act; provided, however, that in the event no Certificate of Completion has been 
delivered by the District to the Trustee by the date which is three years following the Closing 
Date, the District recognizes that all moneys then remaining in the Project Fund shall be 
transferred by the Trustee to the Prepayment Fund and applied to the prepayment in part of the 
Series A Certificates. 

Section 3.4 Payment of Project Costs.  The Authority and District hereby 
acknowledge and agree that the total Project Costs necessary for the acquisition, installation, 
construction and improvement of the Project as described herein will be paid from moneys 
deposited into the Project Fund and from other moneys lawfully available therefor which may be 
contributed by the District.  The Authority acknowledges and agrees that the District may, prior 
to the date hereof, have incurred certain expenses and paid certain costs in connection with the 
Project, which shall be reimbursed to the District on or after the Closing Date from moneys on 
deposit in the Project Fund, in accordance with applicable regulations promulgated under the Tax 
Code. 

Section 3.5 Acquisition, Construction or Improvement of Substitute Project 
Components.  Moneys deposited into the Project Fund shall be applied to acquire, install, equip, 
construct or improve the Project described in Exhibit D hereto; however, the District shall have 
the right[, with the prior written consent of the Insurer,] to substitute one or more components of 
the Project for another capital project that complies with the provisions of the Recovery Act 
applicable to Qualified School Construction Bonds or, in the event the actual cost of acquisition, 
construction or improvement of the Project is less than that estimated by the District as of the 
date hereof, to add a new component of the Project (or any part thereof) in an amount equal to 
the difference between such estimated and actual cost of acquisition, construction or 
improvement, whether or not listed in Exhibit D, but only:  by providing the Trustee with a 
written certificate in substantially the form attached as Exhibit D hereto, modified, as 
appropriate, to provide for the substitution of a Project Component or for addition of a new 
Project Component.  In no event shall a substitution made under this Section cause a delay in the 
completion of the Project beyond the third anniversary of the Closing Date. 

All costs and expenses incurred in connection with such addition or substitution shall be 
borne by the District.  Notwithstanding the addition or substitution of any new Project 
component pursuant to this Section, (i) there shall be no reduction in the Lease Payments due 
from the District hereunder as a result of such addition or substitution; and (ii) any Project or 
Project component substituted for any component of the Project or added hereunder shall not 
cause the useful life of the Project as changed thereby to be shorter than that of the original 
Project contemplated hereunder. 
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Section 3.6 Consideration; Subject Matter of the Lease.  The Leased Property is the 
subject of the Site Lease and shall be deemed to be and is subleased under this Lease Agreement.  
The District has leased the Leased Property to the Authority in consideration, in part, for the 
Authority’s promise to cause the delivery of proceeds of the Certificates. 

Section 3.7 Substitution of Alternate Leased Property and Release of Leased Property.  
The District shall[, with the prior written consent of the Insurer,] have the right to substitute 
alternate real property and improvements for the Leased Property or add additional real property 
to the Leased Property listed in Exhibit A, but only by providing the Trustee with a supplement 
to this Lease substantially in the form attached as Exhibit B hereto.  All costs and expenses 
incurred in connection with any such substitution or addition shall be borne by the District.  
Notwithstanding any substitution or addition pursuant to this Section, there shall be no reduction 
in or abatement of the Lease Payments due from the District hereunder as a result of such 
substitution. 

If the District substitutes any alternate real property and improvements for the Leased 
Property or adds additional components to the Leased Property, written notice of such 
substitution or addition shall be delivered by the District to all rating agencies, if any, then rating 
the Certificates.  The District shall not substitute alternate real property for the Leased Property 
or add an additional component to the Project, without first obtaining or delivering (i) an opinion 
of Special Counsel to the effect that such substitution or addition shall not, in and of itself, 
impair the exclusion from gross income of interest payable with respect to the Certificates, (ii) a 
certificate of the District (A) demonstrating that the useful life of the Leased Property after 
Substitution or Removal equals or exceeds the remaining term of the obligations of the District, 
as established by Exhibit C hereto and (B) stating that the Leased Property after a Substitution or 
Removal is as essential to the operations of the District as was the Leased Property immediately 
prior to such Substitution or Removal and (iii) an MAI fair market appraisal demonstrating the 
value of the substituted property is at least equal to that released.  Title insurance shall be 
obtained and delivered in connection with any Substitution (but not Removal) effected under this 
Section, and with the same general terms and conditions as the title insurance policy obtained 
and delivered in connection with the Closing, which may take the form of a “bring down,” 
evidencing an insured value not less than the aggregate principal amount of Certificates then 
Outstanding and certifying that there are no liens on the substituted property which would be 
superior to the lien evidenced by the Site Lease or this Lease. 

In the event of a Substitution, there shall also be delivered to the Authority, the Insurer 
and the Trustee (i) a policy of title insurance in an amount equal to the same proportion as the 
Principal Component of the Lease Payments for the substituted Leased Property bears to the total 
Principal Component of Lease Payments, insuring the District’s leasehold interest in the 
substituted Leased Property (except any portion thereof which is not real property) subject only 
to Permitted Encumbrances, together with an endorsement thereto making said policy payable to 
the Trustee for the benefit of the Owners of the Certificates, (ii) in the event of a partial 
Removal, evidence that the title insurance in effect immediately prior thereto is not affected, and 
(iii) in all instances, evidence that the Substitution or Removal, in and of itself, has not or will 
not cause a downgrade or withdrawal of the then-existing credit ratings on the Certificates. 
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In the event that the District effects a Substitution of all or a portion of the Leased 
Property hereunder, all or a designated portion of the Leased Property formerly subjected to this 
Lease shall be released from the lien hereof upon receipt by the Trustee of: (a) the written 
request of the District to that effect; (b) an opinion of Special Counsel to the effect that such 
release will have no material adverse effect upon the Owners of the Certificates[; and (c) the 
prior written consent of the Insurer (so long as the Policy is in effect and the Insurer is not in 
default thereunder).] 

ARTICLE IV 
 

AGREEMENT TO LEASE; TERMINATION OF 
LEASE; LEASE PAYMENTS; TITLE TO THE LEASED PROPERTY 

Section 4.1 Lease.  The Authority hereby leases the Leased Property to the District, 
and the District hereby leases the Leased Property from the Authority, upon the terms and 
conditions set forth in this Lease. 

Section 4.2 Term of Agreement.  The “Term” of this Lease shall mean the duration of 
Lease Payments due from the District under Exhibit C, which shall commence on the date 
hereof, and shall continue until the date the last Certificate is paid in full, unless earlier 
terminated in accordance with the following paragraph.  The District hereby represents, warrants 
and covenants that the useful life of the Leased Property is at least equal to the Term hereof.  If 
by December 15, 20__, the Lease Payments shall not be fully paid, or if the Lease Payments 
shall have been abated at any time and for any reason, then said Term of this Lease shall be 
extended until the date that is ten (10) days after all Lease Payments shall be fully paid, except 
that the Term of this Lease shall in no event be extended beyond the term of the Site Lease.  If all 
Lease Payments and all Additional Payments (including all amounts owing the Insurer) shall be 
fully paid, the Term of this Lease shall end ten (10) days thereafter or ten (10) days after written 
notice by the District to the Authority, whichever is earlier; following the termination of this 
Lease as aforesaid, the District shall have no further obligation of repayment as to the 
Certificates or expenses and costs, except that the obligation of the District to pay rebatable 
arbitrage in accordance with the requirements of the Tax Certificate shall continue following the 
termination of this Lease.  If, however, all Lease Payments and all Additional Payments 
[(including all amounts owing the Insurer)] shall not have been fully paid, the Term of this Lease 
and the Site Lease shall be extended until such payments are made in full, but shall in no event 
extend beyond December 15, 20__. 

The District holds fee title to and has possession of the Leased Property as of the date 
hereof. 

The Term of this Lease will end upon the earliest of any of the following events:  (a) a 
default by the District and the Authority’s subsequent election to terminate this Lease under 
Section 9.2(b); (b) the payment by the District of all remaining Lease Payments required under 
Section 4.3 and any Additional Payments required under Section 4.6 hereof; (c) the deposit of 
moneys or Federal Securities with the Trustee in amounts sufficient to pay all of the Lease 
Payments as the same shall become due, as provided by Section 10.1; or (d) upon the exercise by 
the District of its option to purchase the entire interest of the Authority in the Leased Property as 
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provided in Section 4.5(c).  [This Lease shall in no event terminate until all amounts due the 
Insurer under the Policy and the Reserve Surety shall have been satisfied in full.] 

Section 4.3 Lease Payments. 

(a) Obligation to Pay. 

(1) Time and Amount.  Subject to the provisions of Article VI 
(regarding loss of use of the Leased Property) and Article X (regarding prepayment of Lease 
Payments by the District, or the exercise by the District of its option to purchase the entire 
interest of the Authority in the Leased Property), the District agrees to pay to the Authority, its 
successors and assigns, as rental for the use and possession of the Leased Property, the Interest 
Component computed in accordance with the further provisions of this Section, to be due and 
payable on [December 1] of each year, during the Term hereof, commencing [December 1, 
20__], or, if such day is not a Business Day, then the next succeeding Business Day (each, a 
“Lease Payment Date”), which is intended to be sufficient in both time and amount to pay when 
due the portion of the Interest Component evidenced and represented by the Certificates and due 
on the next Payment Date. 

Lease Payments shall be paid from any source of legally available funds of the District, 
and so long as the Leased Property, or a sufficient portion of the Leased Property, is available for 
the District’s use, the District covenants to take such action as may be necessary to include all 
Lease Payments due hereunder in its budgets and to make the necessary appropriations for all 
such Lease Payments, which covenants of the District shall be deemed to be, and shall be, 
ministerial duties imposed by law, and it shall be the duty of each and every public official of the 
District to take such action and do such things as are required by law in the performance of the 
official duty of such officials to enable the District to carry out and perform the covenants made 
by the District hereunder.  During the Term hereof, the District will furnish to the Trustee [and 
the Insurer,] within 30 days of the beginning of each Fiscal Year, a certificate of the Authorized 
Representative to the effect that the Lease Payments due in that fiscal period have been included 
in the budget approved by the Board of Trustees for such fiscal period. 

During the Term hereof, the District will furnish to the Trustee and the Insurer, no later 
than 20 days following the adoption of the budget for its then-current Fiscal Year, and, in any 
event, no later than July 31 of any year, a certificate of the District to the effect that the Lease 
Payments due in that fiscal period have been included in the budget approved by the District for 
such fiscal period.  The Trustee will be provided only the certification provided for in 
Section 11.5 of the Trust Agreement.  The covenants on the part of the District herein contained 
shall be deemed to be and shall be construed to be duties imposed by law and it shall be the duty 
of each and every public official of the District to take such action and do such things as are 
required by law in the performance of the official duty of such officials to enable the District to 
carry out and perform the covenants and agreements in this Lease agreed to be carried out and 
performed by the District. 

(2) [Funding of Reserve Fund.  Commencing on ________________, 
20__, and in accordance with the schedule on Exhibit E hereto, the District covenants and agrees 
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to make deposits to the Reserve Fund established under the Trust Agreement from any lawfully 
available funds.] 

(3) Credits.  Any amount held in the Lease Payment Fund, including 
amounts  transferred from the Deposit Fund, on any Lease Payment Date (other than amounts 
resulting from the prepayment of the Lease Payments in part but not in whole pursuant to 
Section 10.2 and other amounts required for payment of Principal Component or Interest 
Component due with respect to any Certificates not presented for payment and funds held in the 
Excess Earnings Account) shall be credited towards the Lease Payment then due and payable; 
and no Lease Payment need be made on any Lease Payment Date if the amounts then held in the 
Lease Payment Fund are at least equal to the Lease Payment then required to be paid.  At such 
time as the moneys on hand in the Lease Payment Fund and the Reserve Fund are equal to all 
Lease Payments remaining unpaid hereunder, such moneys shall be applied by the Trustee, 
pursuant to Section 14.1 of the Trust Agreement, to such Lease Payments and the District shall 
not be required to make any further Lease Payments hereunder.  A Lease Payment payable on a 
Lease Payment Date is in consideration for the use and possession of the Leased Property from 
the next preceding Lease Payment Date. 

(4) Reserve Replenishment Rent. 

(a) If funds have been withdrawn from the Reserve Fund in 
order to make Lease Payments in accordance with Exhibit C hereof, or if there 
shall be a deficiency in the Reserve Fund resulting from a decrease of 10% or 
more in the Fair Market Value of the Permitted Investments therein determined as 
provided in Section 8.4 of the Trust Agreement; 

(b) Lease Payments are not in abatement pursuant to 
Section 6.1 hereof; 

(c) the amount of such Lease Payments is, according to an 
independent appraisal filed with the Trustee, less than the fair market rental value 
of the Leased Property; and 

(d) the amount on deposit in the Reserve Fund is less than the 
Reserve Requirement; 

then the District shall pay from its first available moneys remaining after payment of its Lease 
Payments, to the Trustee, Reserve Replenishment Rent, consistent with such fair market rental 
value, in accordance with the following: 

(i) over a period of not more than four months, in four 
(4) substantially equal monthly payments, in the event such deficiency 
results from a decrease of ten percent (10%) or more in the fair market 
value of the Permitted Investments on deposit in the Reserve Fund; or 

(ii) over a one-year period, in substantially equal 
semiannual payments, in the event such deficiency results from a 
withdrawal from such Reserve Fund; or 
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(iii) if such payments prescribed in clause (i) or (ii) are 
inconsistent with fair rental value for the Leased Property, in such 
maximum amounts as shall be recommended by the appraisal referenced 
above consistent with fair rental value on each Lease Payment Date until 
the amount of such Reserve Replenishment Rent paid equals the amount 
of funds withdrawn from the Reserve Fund to pay the Interest Component 
represented by the Lease Payments. 

[(4) Unreimbursed Advances on Behalf of District.  Amounts advanced 
to the Trustee by the Insurer on behalf of the District shall not satisfy the obligations of the 
District under this Lease and shall remain outstanding and continue to be considered due and 
owing until paid by the District in accordance with the terms hereof.  Except with the prior 
written consent of the Insurer, this Lease shall not be terminated until all amounts due or to 
become due to the Insurer under this Section have been paid in full or duly provided for.] 

(b) Terms and Effect of Prepayment and Purchase of the Leased Property. 

(1) [Terms for Optional or Extraordinary Mandatory Prepayment.  The 
District may or shall, in appropriate circumstances, prepay Lease Payments at the times, in the 
amounts and subject to the premiums provided for in Article IV of the Trust Agreement by 
providing notice to the Trustee no later than the forty-fifth (45th) day prior to the date scheduled 
for prepayment and depositing in the Prepayment Fund an amount sufficient to effect 
prepayment of the designated Principal Component of Lease Payments which deposit shall be 
made on or prior to the date scheduled for prepayment.] 

(2) In Whole; Exercise of Purchase Option.  In the event that the 
District exercises its option to purchase the entire interest of the Authority in the Leased Property 
in accordance with Section 4.5(c) hereof by prepaying all remaining Lease Payments, either by 
irrevocably making a security deposit with the Trustee as provided in Section 10.1 or from Net 
Insurance Proceeds as provided in Section 10.3 and paying all amounts owed to the Trustee, the 
District’s obligations under this Lease shall thereupon cease and terminate, including but not 
limited to the District’s obligations to continue to pay Lease Payments under this Section. 

(3) In Part.  In the event the District prepays less than all of the 
remaining Principal Components of the Lease Payments pursuant to this Section or from Net 
Insurance Proceeds pursuant to Section 10.3, the amount of such prepayment shall be applied 
proportionately over the remaining Term to reduce the Principal Components of Lease 
Payments.  Upon prepayment, the Authorized Representative shall prepare (or cause to be 
prepared) a revised schedule of Lease Payments, which schedule shall take into account such 
prepayment and shall be and become for all purposes thereafter the revised and amended 
Exhibit C attached hereto.  The Authority shall be provided with written evidence that the 
revised schedule of Lease Payments are sufficient to pay the Principal Components as and when 
due. 

(c) Rate of Overdue Payments.  In the event the District should fail to make 
any of the payments required in this Section, the payments in default shall continue as 
obligations of the District until the amount in default shall have been fully paid, and the District 
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agrees to pay the same with interest thereon, to the extent permitted by law, from the date such 
amount was originally payable at the net interest rate paid with respect to the Certificates. 

(d) Fair Rental Value.  The Lease Payments shall be paid by the District in 
consideration of the right of possession of, and the continued quiet use and enjoyment of, the 
Leased Property during each such period for which said payments have been paid.  The parties 
hereto have agreed and determined that such payments do not exceed the fair rental value of such 
Leased Property.  In making such determination, consideration has been given to the uses and 
purposes which may be served by the Leased Property and the benefits therefrom which will 
accrue to the District and the general public.  The District agrees that it will not, [without the 
prior written consent of the Insurer,] and subject to the terms of Section 5.7, further encumber or 
lease the Leased Property. 

In the event that the Series A Certificates are converted to Current Interest Certificates, as 
provided in the Trust Agreement, the District covenants and agrees to prepare and attach to this 
Lease a revised Exhibit C, showing Lease Payments that accommodate the Current Interest 
Component of the Current Interest Certificates following the Tax Credit Conversion Date and to 
recalculate fair rental value for the Leased Property.  In the event that the revised schedule of 
Lease Payments exceeds the fair rental value of the Leased Property, the District covenants and 
agrees to subject additional real property of a similar type to the lien of the Site Lease and this 
Lease prior to the first revised Lease Payment and to so notify the Owners. 

(e) Assignment.  The District understands and agrees that, pursuant to the 
Assignment Agreement, the Authority has assigned its right to receive and collect Lease 
Payments, Additional Payments and prepayments thereof to the Trustee in trust for the benefit of 
the Owners of the Certificates [and the Insurer,] and the District assents to such assignment.  The 
Authority hereby directs the District, and the District hereby agrees to pay to the Trustee at the 
Trustee’s Principal Office or to the Trustee at such other place as the Trustee shall direct in 
writing, all payments payable by the District pursuant to this Section, Section 4.6 and Article X. 

(f) Abatement.  Lease Payments shall be subject to abatement as provided in 
Section 6.1. 

Section 4.4 Quiet Enjoyment.  During the term of this Lease, the Authority shall 
provide the District with quiet use and enjoyment of the Leased Property, and the District shall 
during such term peaceably and quietly have and hold and enjoy the Leased Property, without 
suit, trouble or hindrance from the Authority, or any person or entity claiming under or through 
the Authority except as expressly set forth in this Lease.  The Authority shall, at the request and 
expense of the District, join in any legal action in which the District asserts its right to such 
possession and enjoyment to the extent the Authority may lawfully do so.  Notwithstanding the 
foregoing, the Authority shall have the right to inspect the Leased Property as provided in 
Section 7.3. 

Section 4.5 Title to the Leased Property. 

(a) Authority Holds Leasehold Interest During Term.  During the term of this 
Lease, the Authority shall, pursuant to the Site Lease, hold a leasehold interest in the Leased 
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Property and any and all additions which comprise repairs, replacements or modifications 
thereto.  The District shall take any and all actions, including but not limited to executing and 
filing any and all documents, reasonably required to maintain and evidence the Authority’s 
interest in the Leased Property, at all times during the Term of this Lease. 

(b) Title Transferred to District at End of Term.  Upon expiration of the Term 
as set forth in Section 4.2, unless such expiration occurs pursuant to a default by the District and 
the Authority has elected to terminate this Lease under Section 9.2(b), all right, title and interest 
of the Authority in and to all of the Leased Property shall be transferred to and vest in the 
District, without the necessity of any additional document of transfer, except that the Authority 
shall authorize, execute and deliver to the District any documents required to transfer all right 
title and interest of the Authority to such real property or equipment to the District. 

(c) Option to Purchase.  The District may exercise an option to purchase the 
entire interest of the Authority in the Leased Property by irrevocably making a security deposit 
with the Trustee as provided in Section 10.1 or from Net Insurance Proceeds as provided in 
Section 10.3, by paying the purchase price therefor in the form of moneys or Federal Securities, 
or a combination thereof, in an aggregate amount sufficient to provide for the payment of all of 
the Principal Component and the Interest Component of the total Lease Payments, as and when 
due, taking into account investment income to be earned on the deposit of such moneys and 
investments whereupon all right, title and interest of the Authority in and to the Leased Property 
shall vest in the District without the necessity of any additional document of transfer.  In any 
such event, if necessary, the Authority shall authorize, execute and deliver to the District any 
documents reasonably requested by the District to terminate the lien on the Leased Property 
under this Lease in order to confirm such vesting of title in the District. 

Section 4.6 Additional Payments.  As Additional Payments, the District shall also pay 
such amounts as shall be required from time to time for the payment of all administrative costs of 
the Authority relating to the Leased Property or the execution, sale and delivery of the 
Certificates, including, without limitation, all expenses, compensation or other charges and 
indemnification of the Trustee [or the Insurer] payable by the District under the Trust Agreement 
or this Agreement, the Policy, taxes of any sort whatsoever payable by the Authority as a result 
of its ownership of the Leased Property or its undertaking of the transactions contemplated 
herein or, as may be related to this Lease, in the Trust Agreement, fees of auditors, accountants, 
Rebate Consultants, attorneys or engineers and all other necessary administrative costs of the 
Authority or charges required to be paid by it in order to maintain its existence or to comply with 
the terms of the Certificates or of the Trust Agreement or to defend the Authority and its 
members or the Trustee. 

Such Additional Payments shall be billed to the District by the Authority or by the 
Trustee on behalf of the Authority from time to time, together with a statement certifying that the 
amount billed has been paid by the Authority or by the Trustee on behalf of the Authority for one 
or more of the items above described, or that such amount is then payable by the Authority or the 
Trustee, as designated on the bill to the District, within fifteen (15) days after receipt of the bill 
by the District. 
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Additional Payments due under this Section shall be paid by the District directly to the 
person or persons to whom such amounts shall be payable.  The District shall pay all such 
amounts when due or within ten (10) days after notice in writing from the Authority to the 
District stating the amount of Additional Payments then due and payable and the purpose 
thereof. 

ARTICLE V 
 

MAINTENANCE; TAXES; INSURANCE; AND OTHER MATTERS 

Section 5.1 Maintenance, Utilities, Taxes and Assessments.  Throughout the Term of 
this Lease, as part of the consideration for the rental of the Leased Property, all repair and 
maintenance of such Leased Property shall be the responsibility of the District, and the District 
shall pay for or otherwise arrange for the payment of the cost of the repair and replacement of the 
Leased Property resulting from ordinary wear and tear or want of care on the part of the District 
or any sublessee thereof.  In exchange for the Lease Payments herein provided, the Authority 
agrees to provide only the Leased Property, as hereinbefore more specifically set forth.  The 
Authority shall have no responsibility for making improvements and additions to the Leased 
Property other than as set forth herein. 

The District shall also pay or cause to be paid any and all sales taxes or other taxes, 
levies, charges, withholdings, assessments and governmental charges of any nature whatsoever, 
together with any additions to taxes, penalties, fines or interest thereon charged against the 
Leased Property, as Additional Payments under Section 4.6, including, without limitation, 
penalties, fines or interest arising out of any delay or failure by the District to pay any of the 
foregoing or failure to file or furnish to the Authority or the Trustee for filing in a timely manner 
any returns, hereinafter levied or imposed against the Authority or the Leased Property, the 
rentals and other payments required hereunder or any parts thereof or interests in the District or 
the Authority or the Trustee therein by any governmental authority. 

Section 5.2 Modification of the Leased Property. 

(a) The District shall[, with the prior written consent of the Insurer (so long as 
the Policy is in effect and the Insurer is not in default thereunder)] at its own expense, have the 
right to make additions, modifications, and improvements to the Leased Property if such 
improvements are necessary or beneficial for the use of the Leased Property.  All such additions, 
modifications and improvements shall thereafter comprise part of the Leased Property and be 
subject to the provisions of this Lease.  Such additions, modifications and improvements shall 
not in any way damage the Leased Property or cause them to be used for purposes other than 
those authorized under the provisions of State and federal law or in any way which would impair 
the status of the Certificates as Qualified School Construction Bonds; and the Leased Property, 
upon completion of any additions, modifications and improvements made pursuant to this 
Section, shall be of a value in the aggregate which is not less than the value of the Leased 
Property immediately prior to the making of such additions, modifications and improvements. 

(b) The District will not permit any mechanic’s or other lien to be established 
or remain against the Leased Property for labor or materials furnished in connection with any 
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additions, modifications, remodeling or construction made by the District pursuant to this 
Section, except Permitted Encumbrances; provided, that if any such lien is established and the 
District shall first notify or cause to be notified the Authority [and the Insurer] of the District’s 
intention to do so, the District may in good faith contest any lien filed or established against the 
Leased Property, and in such event may permit the liens so contested to remain undischarged and 
unsatisfied during the period of such contest and any appeal therefrom and shall provide the 
Authority [and the Insurer] with full security against any loss or forfeiture which might arise 
from such nonpayment with respect to the Leased Property, in form satisfactory to the Authority 
[and the Insurer].  The Authority will cooperate fully in any such contest, upon the request and at 
the expense of the District. 

Section 5.3 Public Liability and Property Damage, Workers’ Compensation and Title 
Insurance. 

(a) Public Liability and Property Damage.  The District shall maintain or 
cause to be maintained, throughout the Term of this Lease, a standard comprehensive general 
public liability and property damage insurance policy or policies in protection of the District.  
Said policy or policies shall provide for indemnification of the District against direct or 
contingent loss or liability for damages for bodily and personal injury, death or property damage 
occasioned by reason of the use or operation of the Leased Property. 

Said policy or policies shall provide coverage in the minimum liability limits of 
$1,000,000 for personal injury or death of each person and $3,000,000 for personal injury or 
deaths of two or more persons in each accident or event, and in a minimum amount of $100,000 
(subject to a deductible clause of not to exceed $10,000) for damage to property resulting from 
each accident or event.  Such public liability and property damage insurance may, however, be in 
the form of a single limit policy in the amount of $3,000,000 covering all such risks.  
[Deductibles, if any, shall be subject to the prior written consent of the Insurer.]  Such liability 
insurance may be maintained as part of or in conjunction with any other liability insurance 
coverage carried by the District.  Said policies may be maintained in the form of insurance 
through a joint exercise of powers authority created for such purpose [or with the prior written 
consent of the Insurer,] in the form of self-insurance by the District. 

The Net Insurance Proceeds of such liability insurance shall be applied toward 
extinguishment or satisfaction of the liability with respect to which the insurance proceeds shall 
have been paid, including, where appropriate, the application of Net Insurance Proceeds with 
respect to the prepayment of the Lease Payments. 

(b) Workers’ Compensation.  The District shall also maintain workers’ 
compensation insurance issued by a responsible carrier authorized under the laws of the State of 
California to insure against liability for compensation under the Workers’ Compensation 
Insurance and Safety Act now in force in California, or any act hereafter enacted as an 
amendment or supplement thereto or in lieu thereof.  Workers’ compensation insurance may, to 
the extent provided by law, be maintained in the form of self-insurance. 

(c) Title Insurance for Leased Property including Real Estate.  The District 
shall deliver to the Authority, on the Closing Date, a CLTA policy of title insurance evidencing 

126



 

75847058.2 17 

its ownership of each parcel comprising the Leased Property, in form and substance satisfactory 
to the Authority [and the Insurer.]  Such title insurance shall provide coverage in an amount no 
less than the total Lease Payments due hereunder. 

Section 5.4 Fire and Extended Coverage Insurance and Theft Insurance.  The District 
shall maintain or cause to be maintained, throughout the term of this Lease Agreement in 
accordance with Exhibit C hereof, insurance against loss or damage to any or all of the Leased 
Property by fire and lighting, with extended coverage and vandalism and malicious mischief 
insurance, and against losses occurring at or on the Leased Property by theft.  Said extended 
coverage insurance shall, as nearly as practicable, cover loss or damage by explosion, 
windstorm, riot, aircraft, vehicle damage, smoke and such other hazards as are normally covered 
by such insurance. 

Such insurance shall be in an amount equal to the total Lease Payments remaining unpaid 
or, if less, 100% of the replacement cost of the Leased Property (or, if under separate policies, in 
an aggregate amount equal to 100% of the replacement cost of the Leased Property).  Such 
insurance may be maintained as part of or in conjunction with any other fire and extended 
coverage insurance carried or required to be carried by the District, and may, with the prior 
written consent of the Insurer, be maintained in whole or in part in the form of insurance 
maintained through a joint exercise of powers authority created for such purpose.  [Deductibles, 
if any, shall be subject to the written consent of the Insurer.]  The Net Insurance Proceeds of each 
policy or coverage shall be applied as provided in Section 6.2(a) and (c). 

Section 5.5 Rental Interruption Insurance.  The District shall maintain or cause to be 
maintained rental interruption or loss of use insurance in an amount not less than the maximum 
remaining scheduled Lease Payments in any twenty-four-month period, to insure against loss of 
use of the Leased Property caused by perils covered by the insurance required in Section 5.4, 
which does not cover loss of rental in the event of an earthquake.  Such insurance may be 
maintained as part of or in conjunction with any other rental interruption insurance carried by the 
District and[, with the prior written consent of the Insurer,] may be maintained in whole or in 
part, through a joint exercise of powers authority created for such purpose.  Such insurance shall 
be in place as of the Closing Date.  The Net Insurance Proceeds of such insurance shall be paid 
to the Trustee and deposited in the Lease Payment Fund, and shall be credited toward the 
payment of the Lease Payments in the order in which such Lease Payments come due and 
payable. 

Section 5.6 General Insurance Provisions. 

(a) Form of Policies.  All policies of insurance obtained under the 
requirements of this Lease and any statements of self-insurance shall be in forms certified by an 
insurance agent, broker or consultant to the District to comply with the provisions hereof.  All 
policies shall provide that the Trustee [and the Insurer] shall be given 30 days’ prior written 
notice of each expiration, any intended cancellation thereof or reduction of the coverage 
provided thereby.  All policies of insurance required by Sections 5.3(c), 5.4 and 5.5 shall provide 
that all proceeds thereunder shall be payable to the Trustee and the Authority, with the Trustee as 
a loss payee, pursuant to a lender’s loss payable endorsement substantially in accordance with 
the form approved by the Insurance Services Office and the California Banker’s Association.  
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All insurance policies delivered hereunder must be provided by commercial insurers rated no 
less than “A” by A. M. Best Company or S&P. 

(b) Payment of Premiums.  The District shall pay or cause to be paid when 
due the premiums for all insurance policies required by this Lease to be delivered by the District. 

(c) Evidence of Insurance.  The District will deliver to the Authority, the 
[Insurer and the] Trustee in the month of December in each year a certificate to the effect that the 
requirements of Sections 5.3, 5.4, 5.5 and 5.6 have been satisfied.  The Trustee may conclusively 
rely upon any certificates received from the District.  Upon request, the District shall provide a 
schedule, in such detail as the Authority[, the Insurer] or Trustee may reasonably request, setting 
forth any insurance policies then in force described in Sections 5.3 through 5.5 of this Lease, 
listing the names of the insurers which have issued the policies, the policy limits thereof and the 
hazards and risks covered thereby, or the certificate of an Insurance Consultant providing similar 
information. 

(d) Self-Insurance Requirements.  If the District chooses to self-insure for any 
of the risks described in Section 5.3 (except title insurance described in Subsection (c) thereof) 
and 5.4 for which self-insurance, with the written consent of Insurer, is permitted, it must on at 
least an annual basis in the month of December provide (i) evidence to the Trustee[, the Insurer] 
and the Authority to the effect that the District has segregated amounts meeting such 
requirements in a special insurance reserve dedicated to the Leased Property; or (ii) a certificate 
of an Insurance Consultant to the Trustee[, the Insurer] and the Authority to the effect that the 
District’s general insurance reserves are adequate to provide the required amount of coverage.   
Any self-insurance provided to satisfy the requirements of this Article shall be comprised of 
moneys held in a separate trust fund maintained by an independent trustee; in the event any such 
self-insurance is, subsequent to the date hereof, discontinued, the actuarial soundness of the 
related claim reserve fund must be maintained, as evidenced by the annual filings required 
above.  The Trustee may conclusively rely upon such certificate.  No self-insurance shall be 
permitted for the rental interruption insurance coverage required under Section 5.5. 

Section 5.7 Liens.  Except as provided in this Article (including without limitation, 
Section 5.2(b)), the District shall not, directly or indirectly, create, incur, assume or suffer to 
exist any mortgage, pledge, liens, charges, encumbrances or claims, as applicable, on or with 
respect to the Leased Property, or any portion thereof, other than the respective rights of the 
Authority[, the Insurer] and the District as herein provided and Permitted Encumbrances.  Except 
as expressly provided in this Article, the District shall promptly, at its own expense, take such 
action as may be necessary to duly discharge or remove any such mortgage, pledge, lien, charge, 
encumbrance or claim, for which it is responsible, if the same shall arise at any time.  The 
District shall reimburse the Authority for any expense incurred by it in order to discharge or 
remove any such mortgage, pledge, lien, charge, encumbrance or claim. 

Section 5.8 Use of the Leased Property.  The District represents and warrants that it 
presently has an immediate need for, and expects to make immediate use of the Leased Property, 
which need is not temporary or expected to diminish in the foreseeable future.  The District 
agrees not to give priority in the appropriation of funds for the construction, acquisition or use of 
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any additional equipment or facilities, as the case may be, performing functions similar to that 
performed by the Leased Property. 

Section 5.9 Cooperation.  The Authority shall cooperate fully with the District, at the 
expense of the District, in filing any proof of loss with respect to any insurance policy 
maintained pursuant to this Article. 

Section 5.10 Tax Covenants.  The following provisions relate solely to the Series A 
Certificates. 

(a) Special Definitions.  When used in this Section, the following terms have 
the following meanings: 

“Code” means the Internal Revenue Code of 1986, as amended. 

“Computation Date” has the meaning set forth in section 1.148-1(b) of the Tax 
Regulations. 

“Gross Proceeds” means any proceeds as defined in section 1.148-1(b) of the 
Tax Regulations (referring to sales, investment and transferred proceeds), and any 
replacement proceeds as defined in section 1.148-1(c) of the Tax Regulations, of the 
Lease.  For purposes of this Section (a), the District acknowledges that the Authority 
intends to syndicate the beneficial ownership of the Lease through the issuance of 
certificates of participation, and agrees that should such syndication occur in connection 
with the execution and delivery of this Lease it will treat all proceeds of such syndication 
as sale proceeds of this Lease (within the meaning of said section 1.148-1(b)). 

“Investment” has the meaning set forth in section 1.148-1(b) of the Tax 
Regulations. 

“Nonpurpose Investment” means any investment property, as defined in 
section 148(b) of the Code, in which Gross Proceeds of this Lease are invested and that is 
not acquired to carry out the governmental purposes of this Lease. 

“Rebate Amount,” with respect to this Lease, has the meaning set forth in 
section 1.148-1(b) of the Tax Regulations. 

“Tax Regulations” means the United States Treasury Regulations promulgated 
pursuant to sections 103 and 141 through 150 of the Code. 

“Yield” 

(1) of any Investment has the meaning set forth in section 1.148-5 of 
the Tax Regulations; and 

(2) with respect to this Lease, has the meaning set forth in 
section 1.148-4 of the Tax Regulations. 
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(b) Lease as Obligation of District; Not to Cause Change in Status.  The 
District represents and warrants that it intends that for federal income tax purposes and for 
California personal income tax purposes this Lease is to be treated as an obligation of the 
District, that the Lease Payments are intended to be treated as the payment of such obligation.  
The District covenants that it shall not use, and shall not permit the use of, and shall not omit to 
use Gross Proceeds or any other amounts (or any property the acquisition, construction or 
improvement of which is to be financed directly or indirectly with Gross Proceeds) in a manner 
that if made or omitted, respectively, could cause the Certificates to fail to be Qualified School 
Construction Bonds under the Recovery Act.  Without limitation of the preceding sentence, the 
District agrees to execute and deliver in connection with the execution of this Lease a Tax 
Certificate, or similar document containing additional representations and covenants pertaining 
to the status of the Certificates as Qualified School Construction Bonds, which representations 
and covenants are incorporated as though expressly set forth herein. 

(c) Private Use or Private Payments.  Except as would not cause this Lease to 
become a “private activity bond” within the meaning of section 141 of the Code and the Tax 
Regulations and rulings thereunder, the District shall at all times prior to the final termination of 
the Lease: 

(1) exclusively own, operate and possess all property the acquisition, 
construction or improvement of which is to be financed or refinanced directly or indirectly with 
Gross Proceeds, and not use or permit the use of such Gross Proceeds (including all contractual 
arrangements with terms different than those applicable to the general public) or any property 
acquired, constructed or improved with such Gross Proceeds in any activity carried on by any 
person or entity (including the United States or any agency, department and instrumentality 
thereof) other than a state or local government, unless such use is solely as a member of the 
general public; and 

(2) not directly or indirectly impose or accept any charge or other 
payment by any person or entity who is treated as using Gross Proceeds or any property the 
acquisition, construction or improvement of which is to be financed or refinanced directly or 
indirectly with such Gross Proceeds, other than taxes of general application within the 
jurisdiction of any of the District or interest earned on investments acquired with such Gross 
Proceeds pending application for their intended purposes. 

(d) No Private Loan.  Except as would not cause this Lease to become a 
“private activity bond” within the meaning of section 141 of the Code and the Tax Regulations 
and rulings thereunder, the District shall not use Gross Proceeds to make or finance loans to any 
person or entity other than a state or local government.  For purposes of the foregoing covenant, 
such Gross Proceeds are considered to be “loaned” to a person or entity if: (a) property acquired, 
constructed or improved with such Gross Proceeds is sold or leased to such person or entity in a 
transaction that creates a debt for federal income tax purposes; (b) capacity in or service from 
such property is committed to such person or entity under a take-or-pay, output or similar 
contract or arrangement; or (c) indirect benefits of such Gross Proceeds, or burdens and benefits 
of ownership of any property acquired, constructed or improved with such Gross Proceeds, are 
otherwise transferred in a transaction that is the economic equivalent of a loan. 
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(e) Not to Invest at Higher Yield.  Except as would not cause this Lease to 
become an “arbitrage bond” within the meaning of section 148 of the Code and the Tax 
Regulations and rulings thereunder, the District shall not, at any time prior to the final 
termination of this Lease, directly or indirectly invest Gross Proceeds in any Investment, if as a 
result of such investment the Yield of any Investment acquired with Gross Proceeds, whether 
then held or previously disposed of, would materially exceed the Yield of the Lease within the 
meaning of said section 148. 

(f) Not Federally Guaranteed.  Except to the extent permitted by 
section 149(b) of the Code and the Tax Regulations and rulings thereunder, the Authority shall 
not take or omit to take any action that would cause this Lease to be “federally guaranteed” 
within the meaning of section 149(b) of the Code and the Tax Regulations and rulings 
thereunder. 

(g) Information Report.  The District shall timely file any information 
required by section 149(e) of the Code with respect to this Lease with the Secretary of the 
Treasury on Form 8038 or such other form and in such place as the Secretary may prescribe. 

(h) Rebate of Arbitrage Profits.  Except to the extent otherwise provided in 
section 148(f) of the Code and the Tax Regulations: 

(1) The District shall account for all Gross Proceeds (including all 
receipts, expenditures and investments thereof) on its books of account separately and apart from 
all other funds (and receipts, expenditures and investments thereof) and shall retain all records of 
accounting for at least six years after the day on which this Lease is terminated.  However, to the 
extent permitted by law, the District may commingle Gross Proceeds with its other moneys, 
provided that it separately accounts for each receipt and expenditure of Gross Proceeds and the 
obligations acquired therewith. 

(2) Not less frequently than each Computation Date, the District shall 
calculate the Rebate Amount in accordance with rules set forth in section 148(f) of the Code and 
the Tax Regulations and rulings thereunder.  The District shall retain the results of such 
calculation, including the basis therefor, in sufficient detail and on a timely basis in order to 
demonstrate compliance with its covenants herein.  The District shall maintain a copy of the 
calculation with its official transcript of proceedings relating to the execution and delivery of this 
Lease until six years after the final Computation Date. 

(3) The District shall pay to the Trustee for deposit into the Excess 
Earnings Account established pursuant to the Trust Agreement an amount sufficient to permit the 
District timely to pay to the United States the amount that when added to the future value of 
previous rebate payments made for the Lease equals (i) in the case of a Final Computation Date 
as defined in section 1.148-3(e)(2) of the Tax Regulations, one hundred percent (100%) of the 
Rebate Amount on such date; and (ii) in the case of any other Computation Date, ninety percent 
(90%) of the Rebate Amount on such date.  In all cases, such rebate payments shall be made by 
the District at the times and in the amounts as are or may be required by section 148(f) of the 
Code and the Tax Regulations and rulings thereunder, and shall be accompanied by Form 8038-
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T or such other forms and information as is or may be required by section 148(f) of the Code and 
the Tax Regulations and rulings thereunder for execution and filing by the District. 

(4) The District shall exercise reasonable diligence to assure that no 
errors are made in the calculations and payments required by paragraphs (2) and (3), and if an 
error is made, to discover and promptly correct such error within a reasonable amount of time 
thereafter (and in all events within one hundred eighty (180) days after discovery of the error), 
including payment to the United States of any additional Rebate Amount owed to it, interest 
thereon, and any penalty imposed under section 1.148-3(h) or other provision of the Tax 
Regulations. 

(i) Not to Divert Arbitrage Profits.  Except to the extent permitted by 
section 148 of the Code and the Tax Regulations and rulings thereunder, the District shall not, at 
any time prior to the final termination of this Lease, enter into any transaction that reduces the 
amount required to be paid to the United States pursuant to paragraph (h) of this Section because 
such transaction results in a smaller profit or a larger loss than would have resulted if the 
transaction had been at arm’s length and had the Yield on the Lease not been relevant to either 
party. 

(j) Lease Not a Hedge Bond. 

(1) The District represents that this Lease will not be a “hedge bond” 
within the meaning of section 149(g) of the Code. 

(2) Without limitation of paragraph (1) above:  (a) the District 
reasonably expects that 100% of the spendable Series A Certificate proceeds will be expended 
within the three-year period commencing on the Closing Date, and (b) no more than 50% of the 
proceeds of such portion will be invested in Nonpurpose Investments having a substantially 
guaranteed yield for a period of four years or more. 

(k) Use of Proceeds: Weighted Average Maturity.  The District hereby 
represents and covenants that it will apply the proceeds of the Series A Certificates in a manner 
so that the weighted average maturity of the Certificates does not exceed 120% of the average 
reasonably expected economic life (or remaining economic life) of the facilities financed (or 
refinanced) by this Lease (all determined in accordance with the provisions of section 147(b) of 
the Code). 

(l) Elections.  The District hereby directs and authorizes any Authorized 
Representative to make elections permitted or required pursuant to the provisions of the Code or 
the Tax Regulations, as such Authorized Representative (after consultation with Special 
Counsel) deems necessary or appropriate in connection with this Lease, in the Tax Certificate or 
similar or other appropriate certificate, form or document, including an irrevocable election to 
treat the Series A Certificates as Qualified School Construction Bonds. 

(m) Closing Certificate.  The District agrees to execute and deliver in 
connection with the execution and delivery of this Lease a Tax Certificate, or similar document 
containing additional representations and covenants pertaining to the status of the Series A 
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Certificates as Qualified School Construction Bonds, which representations and covenants are 
incorporated as though expressly set forth herein. 

ARTICLE VI 
 

DAMAGE AND DESTRUCTION; 
USE OF NET INSURANCE PROCEEDS 

Section 6.1 Abatement of Lease Payments in Event of Loss of Use.  A proportional 
amount of the Lease Payments shall be abated during any period in which, by reason of 
condemnation, damage or destruction, there is substantial interference with the use and 
possession of the Leased Property; provided, however, that Lease Payments for which the 
District is not yet liable under Section 4.3(a)(1), in the event of such abatement, or a portion of 
such Lease Payments, as applicable, shall be paid from the proceeds of rental interruption 
insurance, as provided in Section 5.5 above.  The amount of such abatement shall be determined 
by the District, [and approved by the Insurer (so long as the Policy is in effect and the Insurer is 
not in default thereunder),] such that the resulting Lease Payments represent fair consideration 
for the use and possession of the portion of the Leased Property not condemned, damaged or 
destroyed.  Such abatement shall commence on the date of condemnation, damage or destruction 
and shall end with the substantial completion of the replacement or work of repair.  There shall 
be no abatement in Lease Payments as a result of any design defects other than design defects 
that result in condemnation, damage or destruction with regard to the Leased Property.  Except 
as provided herein, in the event of any such condemnation, damage or destruction, this Lease 
shall continue in full force and effect and the District waives any right to terminate this Lease by 
virtue of any such condemnation, damage or destruction. 

In the event that any portion of the Lease Payments shall be abated under this Section 
during the Term hereof, and shall not be paid in full due to the insufficiency of rental interruption 
insurance as provided above, then the District shall, following the date upon which the portion of 
the Leased Property shall be returned to its substantial use and possession, pay Lease Payments 
at an increased level (but not in excess of the fair rental value of the total Leased Property) [until 
such time as the Insurer has [Owners have] been reimbursed in full for amounts advanced as 
Lease Payments during the period of abatement.] 

Section 6.2 Application of Net Insurance Proceeds.  The proceeds of condemnation or 
eminent domain proceedings with respect to any portion of the Leased Property shall be 
deposited by the District into the Prepayment Fund and, unless some other use is permitted under 
Section 7.1(c) of the Trust Agreement, applied to the prepayment of Certificates. 

(a) Deposit in Net Insurance Proceeds Fund.  Net Insurance Proceeds shall be 
deposited in the Net Insurance Proceeds Fund by the Trustee promptly upon receipt thereof and, 
if such Net Insurance Proceeds are sufficient to prepay the Lease Payments in full and the 
District notifies the Authority in writing of the District’s determination that the replacement or 
repair of the affected portion of the Leased Property is not economically feasible or in the best 
interests of the District, or if the District does not meet the conditions of subsection (b) below, 
then the District shall request the Trustee to promptly transfer such Net Insurance Proceeds to the 
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Prepayment Fund to be applied as provided in Section 10.2 hereof and in Section 4.2 of the Trust 
Agreement. 

(b) Replacement or Repair of the Leased Property.  The District may exercise 
its option to replace or repair the affected portion of the Leased Property only if (i) the Net 
Insurance Proceeds available for such purpose, together with any other funds supplied by the 
District for such purpose, are sufficient to replace or repair the Leased Property to its original fair 
market value and essentiality, (ii) in the event that damage or destruction results in an abatement 
of Lease Payments, the District certifies and covenants to the Authority that such replacement or 
repair can be fully completed within a period not in excess of the period in which rental 
interruption insurance proceeds will be available to pay in full all Lease Payments coming due 
during such period as described in Section 5.5 hereof[, or (iii) the Insurer shall have consented, 
in writing, to the replacement or repair of the affected portion of the Leased Property.] 

(c) Requisitions.  All Net Insurance Proceeds deposited in the Net Insurance 
Proceeds Funds and not so transferred to the District’s Prepayment Fund as provided in 
paragraph (a) above shall be applied to the prompt replacement or repair of the affected portion 
of the Leased Property by the District, upon receipt of a requisition signed by the Authorized 
Representative (a “Requisition”) stating with respect to each payment to be made (i) the 
Requisition number, (ii) the name and address of the person, firm or authority to whom payment 
is due, (iii) the amount to be paid and (iv) that each obligation mentioned therein has been 
properly incurred, is a proper charge against the Net Insurance Proceeds Fund, has not been the 
basis of any previous withdrawal, and specifying in reasonable detail the nature of the obligation, 
accompanied by a bill or a statement of account for such obligation.  The Trustee may 
conclusively rely on the Requisition as to the amount of such obligation. 

Section 6.3 Excess Net Insurance Proceeds.  After the affected portions of the Leased 
Property have been repaired or replaced, or if the Lease Payments due under this Lease have 
been prepaid or paid, in accordance with the Trust Agreement, the Trustee shall then pay any 
remaining moneys in the Net Insurance Proceeds Fund[, first, to the Insurer to the extent of any 
advances under the Policy, and then] to the District. 

Section 6.4 Regulations and Laws.  The District agrees to observe and comply with all 
rules, regulations and laws applicable to the District with respect to the Leased Property and the 
operation thereof.  The cost, if any, of such observance and compliance shall be borne by the 
District, and the Authority shall not be liable therefor.  The District agrees further to place, keep, 
use, maintain and operate the Leased Property in such a manner and condition as will provide for 
the safety of its agents, employees, invitees, subtenants, licensees and the public. 

ARTICLE VII 
 

DISCLAIMER OF WARRANTIES; ACCESS 

Section 7.1 Disclaimer of Warranties.  THE AUTHORITY, [THE INSURER,] THE 
TRUSTEE AND THEIR ASSIGNS MAKE NO WARRANTY OR REPRESENTATION, 
EITHER EXPRESS OR IMPLIED, AS TO THE VALUE, DESIGN, CONDITION, 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OR FITNESS 
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FOR THE USE CONTEMPLATED BY THE DISTRICT OF THE PROJECT OR THE 
LEASED PROPERTY OR ANY COMPONENT OF SUCH LEASED PROPERTY.  THE 
DISTRICT ACKNOWLEDGES THAT NONE OF THE TRUSTEE, THE AUTHORITY OR 
THE [INSURER] IS A MANUFACTURER OF ANY COMPONENTS OF THE LEASED 
PROPERTY OR A DEALER THEREIN, AND THE DISTRICT IS LEASING THE 
COMPONENTS OF ITS LEASED PROPERTY “AS-IS,” IT IS BEING AGREED THAT ALL 
OF THE AFOREMENTIONED RISKS ARE TO BE BORNE BY THE DISTRICT.  In no event 
shall the Authority, the Trustee[, the Insurer] and their assigns be liable for incidental, indirect, 
special or consequential damages, in connection with or arising out of this Lease, the Site Lease 
or the Trust Agreement for the existence, furnishing, functioning or District’s use and possession 
of the Leased Property.  In no event shall the Authority, [the Insurer,] the Trustee or their 
assignees be liable for any incidental, indirect, special or consequential damage in connection 
with or arising out of this Lease or the existence, furnishing, functioning or the District’s use of 
any item or products provided for in this Lease. 

Section 7.2 District’s Right to Enforce Warranties.  The Authority hereby irrevocably 
appoints the District as its agent and attorney-in-fact during the term of this Lease, so long as the 
District shall not be in default hereunder, to assert from time to time whatever claims and rights, 
including without limitation, warranty claims, claims for indemnification and claims for breach 
of any representations, respecting the Project which the Authority may have against any third 
party.  The District’s sole remedy for the breach of any such warranty, indemnification or 
representation shall be against such third party with respect thereto, and not against the 
Authority, nor shall such matter have any effect whatsoever on the rights and obligations of the 
Authority with respect to this Lease, including the right to receive full and timely Lease 
Payments and all other payments due hereunder.  The District shall be entitled to retain any and 
all amounts recovered as a result of the assertion of any such claims and rights.  The Authority 
shall, upon the District’s request and at the District’s expense, do all things and take all such 
actions as the District may request in connection with the assertion of any such claims and rights. 

Section 7.3 Access to the Leased Property.  The District agrees that the Authority, any 
Authority Representative, [the Insurer] and their respective successors or assigns, shall have the 
right (but no duty) at all reasonable times to enter upon and to examine and inspect the Leased 
Property.  The District further agrees that the Authority, any Authority Representative, [the 
Insurer] and their respective successors or assigns shall have such rights of access to the Leased 
Property as may be reasonably necessary to cause the proper maintenance of the Leased Property 
in the event of failure by the District to perform its obligations hereunder; provided, however, 
that the Authority, [the Insurer] or [their] assigns shall have no duty to cause such proper 
maintenance. 

Section 7.4 Release and Indemnification Covenants.  To the extent permitted by law, 
the District shall and hereby agrees to indemnify and save the Authority, [the Insurer] and the 
Trustee, and their successors, assigns, agents, officers, employees and servants harmless from 
and against all claims, losses and damages, including legal fees and expenses, arising out of (i) 
the use, maintenance, condition or management of, or from any work or thing done on the 
Leased Property by the District, (ii) any breach or default on the part of the District in the 
performance of any of its obligations as to Lease Payments or the Leased Property under this 
Lease, (iii) any act or negligence of the District or of any of its agents, contractors, servants, 
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employees or licensees with respect to the Leased Property, or (iv) any act or negligence of any 
assignee or sublessee of the District with respect to the Leased Property.  No indemnification is 
made under this Section or elsewhere in this Lease for claims, losses or damages, including legal 
fees and expenses arising out of the willful misconduct or gross negligence under this Lease on 
the part of the Authority, [the Insurer] and the Trustee, and their officers, agents, employees, 
successors or assigns. 

ARTICLE VIII 
 

ASSIGNMENT, SUBLEASING AND AMENDMENT 

Section 8.1 Assignment by the Authority.  The Authority’s rights under this Lease, 
including the right to receive and enforce payment of Lease Payments to be made by the District 
under this Lease, have been assigned to the Trustee (excepting only its right to indemnification) 
pursuant to the Assignment Agreement, to which assignment the District hereby consents.  
Except as provided herein and in the Trust Agreement, the Authority will not otherwise assign 
this Lease, its right to receive Lease Payments or its duties and obligations hereunder to any 
other person, firm or authority so as to impair or violate the representations, covenants and 
warranties contained in Section 2.2. 

Section 8.2 Assignment and Subleasing by the District.  The District’s rights (but not 
its duties) under this Lease may be assigned by the District so long as such assignment does not 
adversely affect the exclusion from gross income of the Interest Component of the Lease 
Payments, with the prior written consent of the Authority [and the Insurer,] subject to all of the 
following conditions: 

(i) This Lease and the obligation of the District to 
make Lease Payments hereunder shall remain obligations of the District; 

(ii) The District shall, within 30 days after the delivery 
thereof, furnish or cause to be furnished to the Authority[, the Insurer] and 
the Trustee a true and complete copy of such sublease; 

(iii) No sublease by the District shall cause the Leased 
Property to be used for a purpose other than a governmental or proprietary 
function authorized under the provisions of the laws of the State; and 

(iv) The District shall deliver an opinion of counsel to 
the effect that the sublease shall not cause the Interest Component of the 
Lease Payments due with respect to the Leased Property to become 
included within gross income for federal income tax purposes or subject to 
State of California personal income taxes. 

Section 8.3 Release of Site in the Case of Leased Property Including Real Estate.  The 
District shall have, and is hereby granted, the option at any time and from time to time during the 
Term of this Lease to release any portion of the Site, provided that the District shall first satisfy 
all of the following requirements which are hereby declared to be conditions precedent to such 
release: 
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(i) The District shall file with the Authority[, the 
Insurer] and the Trustee an amended Exhibit A to the Site Lease which 
describes the Site, as revised by such release; 

(ii) The District shall file with the Authority[, the 
Insurer] and the Trustee an amended Exhibit B to this Lease which 
describes the Site, as revised by such release; 

(iii) The District delivers to the Trustee[, the Insurer] 
and the Authority evidence that the Site, as revised by such release, is of a 
value at least equal to the aggregate principal amount of Certificates then 
Outstanding as of the scheduled date of release and that the release will 
not cause the fair rental value of the Site to be less than the amount 
necessary to pay principal and interest due with respect to the Certificates; 

(iv) The District shall provide notice of such release to 
any Rating Agency then rating the Certificates; 

(v) The District shall, in the event that such release 
occurs prior to the Tax Credit Conversion Date, deliver an opinion of 
counsel to the effect that such release shall not cause the Lease Payments 
due with respect to the remaining Leased Property to lose their status as 
“Qualified School Construction Bonds” under the Act or subject to State 
of California personal income taxes; and; 

(vi) Such release shall not cause the District to violate 
any of its covenants, representations and warranties made in this Lease or 
in the Trust Agreement; [and 

[(vii) The District shall have received the prior written 
consent of the Insurer.] 

Without the prior written consent of the Trustee [and the Insurer (so long as the Policy is 
in effect and the Insurer is not in default thereunder),] the District will not alter, modify or cancel 
or agree or consent to alter, modify or cancel this Lease except as permitted by Article X of the 
Trust Agreement. 

ARTICLE IX 
 

EVENTS OF DEFAULT AND REMEDIES 

Section 9.1 Events of Default Defined.  The following shall be “events of default” 
under this Lease and the terms “events of default” and “default” shall mean, whenever they are 
used in this Lease, any one or more of the following events: 

(i) Failure by the District to pay, or cause to be paid, 
any Lease Payment required to be paid hereunder by a Lease Payment 
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Date or any Additional Payments or any other amounts required to be paid 
hereunder, when due; 

(ii) Failure by the District to observe and perform, or 
cause to be observed or performed, any covenant, condition or agreement 
on its part to be observed or performed herein or otherwise with respect 
hereto or in the Trust Agreement, other than as referred to in clause (i) of 
this Section, for a period of 30 days after written notice specifying such 
failure and requesting that it be remedied has been given to the District by 
the Authority, the Trustee[, the Insurer (so long as the Policy is in effect 
and the Insurer is not in default thereunder) or, if the Insurer is in default 
with respect to its obligations under the Policy], the Owners of not less 
than twenty-five percent (25%) in aggregate principal amount of 
Certificates then Outstanding; provided, however, if the failure stated in 
the notice cannot be corrected within the applicable period, the Authority, 
the Trustee, [the Insurer] or such Owners, as the case may be, shall not 
unreasonably withhold their consent to an extension of such time if 
corrective action is instituted by the District within the applicable period 
and diligently pursued until the default is corrected. 

(iii) The filing of a voluntary petition in bankruptcy by 
the District, or the failure by the District promptly to institute judicial 
proceedings to lift any execution, garnishment or attachment of such 
consequence as will materially impair its ability to carry on its operations, 
or the filing of a petition by the District under the Federal Bankruptcy 
Code, or any assignment by the District for the benefit of its creditors, or 
the application for, or consent to, the appointment of any receiver, trustee, 
custodian or similar officer by the District or the entry by the District into 
an agreement of composition with its creditors. 

The Authority’s failure to perform any of its obligations hereunder shall not be an event 
permitting the nonpayment of Lease Payments by the District or the termination of this Lease by 
the District. 

Section 9.2 Remedies on Default.  [Upon the prior written consent of the Insurer (so 
long as the Policy is in effect and the Insurer is not in default thereunder) and subject to the 
applicable provisions of the Policy,] whenever any event of default referred to in Section 9.1 
shall have happened and be continuing, it shall be lawful for the Authority to exercise any and all 
remedies available pursuant to law or in equity, or granted pursuant to this Lease; provided, 
however, that notwithstanding anything herein or in the Trust Agreement to the contrary, there 
shall be no right under any circumstances to accelerate the Lease Payments or otherwise declare 
any Lease Payments not then in default to be immediately due and payable.  After the occurrence 
of an event of default hereunder, (i) at the request of the Trustee, this Lease and all Related 
Documents shall be transferred and assigned to the Trustee, pursuant to Section 13.1 of the Trust 
Agreement and (ii) the District will surrender possession of the Leased Property to the Authority, 
if requested to do so by the Authority[, by the Insurer], by the Trustee or by the Owners in 
accordance with the provisions of the Trust Agreement. 
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(a) No Termination: Repossession and Re-Lease on Behalf of Lessee.  
[Subject to the rights of the Insurer to direct remedies (so long as the Policy is in effect and the 
Insurer is not in default thereunder),] in the event the Authority does not elect to terminate this 
Lease in the manner hereinafter provided for in subparagraph (b) hereof, the Authority with the 
consent of the District, which consent is irrevocably given, may repossess the Leased Property 
and re-let it for the account of the District, in which event the District’s obligation will continue 
to accrue from year to year in accordance with this Lease and the District will continue to receive 
the value of the use of the Leased Property from year to year in the form of credits against its 
obligation to pay Lease Payments.  The obligations of the District to pay Lease Payments shall 
remain the same as prior to such default whether the Authority re-lets or not.  The District agrees 
to and shall remain liable for the payment of all Lease Payments and the performance of all 
conditions contained herein and shall reimburse the Authority for any deficiency arising out of 
the re-letting of the Leased Property, or, in the event the Authority is unable to re-let the Leased 
Property, then for the full amount of all Lease Payments to the end of the term of this Lease, but 
said Lease Payments and/or deficiency shall be payable only at the same time and in the same 
manner as provided above for the payment of Lease Payments hereunder, notwithstanding such 
repossession by the Authority or any suit, brought by the Authority for the purpose of effecting 
such repossession of the Leased Property or the exercise of any other remedy by the Authority. 

The District hereby irrevocably appoints the Authority as the agent and attorney-in-fact 
of the District to repossess and re-let the Leased Property in the event of a default by the District 
in the performance of any covenants contained herein to be performed by or on behalf of the 
District and to remove (any removal to be done with reasonable prudence) all personal property 
connected to or made a part of the Leased Property, to place such property in storage or other 
suitable place in the County of Kern, for the account of and at the expense of the District, and the 
District hereby exempts and agrees to save harmless the Authority from any costs, loss or 
damage whatsoever arising or occasioned by any such repossession and re-letting of the Leased 
Property.  The District hereby waives any and all claims for damages caused or which may be 
caused by the Authority in repossessing the Leased Property as provided herein and all claims 
for damages that may result from the destruction of or the injury to the Leased Property and all 
claims for damage to or loss of any property belonging to the District that may be in or upon the 
Leased Property. 

The District agrees that the terms of this Lease constitute full and sufficient notice of the 
right of the Authority to re-let its Leased Property in the event of such repossession without 
effecting a surrender of this Lease, and further agrees that no acts of the Authority in effecting 
such re-letting shall constitute a surrender or termination of this Lease irrespective of the term 
for which such re-letting is made or the terms and conditions of such re-letting or otherwise, but 
that, on the contrary, in the event of such default by the District the right to terminate this Lease 
as to the Leased Property shall vest in the Authority to be effected in the sole and exclusive 
manner provided for in subparagraph (b) below.  The District further waives the right to any 
rental obtained by the Authority in excess of the Lease Payments and hereby conveys and 
releases such excess to the Authority as compensation to the Authority for its services in 
re-letting the Leased Property.  In the event that the liability of the District under this 
subsection (a) is held to constitute indebtedness or liability in any year exceeding the income and 
revenue provided for such year, the Authority, or the Trustee or the Owners as assignees of the 
Authority, shall not exercise the remedies provided in this paragraph. 
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(b) Termination:  Repossession and Re-Lease.  [Subject to the rights of the 
Insurer to direct remedies (so long as the Policy is in effect and the Insurer is not in default 
thereunder),] in the event of the termination of this Lease by the Authority at its option and in the 
manner hereinafter provided on account of default by the District (and notwithstanding any 
repossession of the Leased Property by the Authority in any manner whatsoever or the sale or 
re-letting of the Leased Property), the District nevertheless agrees to pay to the Authority all 
costs, losses or damages, but not Lease Payments, howsoever arising or occurring payable at the 
same time and in the same manner as is provided herein in the case of payment of Lease 
Payments.  Any proceeds of the re-letting or other disposition of the Leased Property or the sale 
of the Improvements located on the Leased Property by the Authority shall, after payment of the 
fees and expenses of the Trustee, be deposited into the Lease Payment Fund and be applied in 
accordance with the provisions of Section 5.6 of the Trust Agreement.  Any surplus received by 
the Authority from such sale or re-letting shall be the absolute property of the Authority and the 
District shall have no right thereto, nor shall the District be entitled to any credit in the event of a 
surplus in the rentals received by the Authority for the Leased Property.  Neither notice to pay 
rent or to deliver up possession of the Leased Property given pursuant to law nor any proceeding 
taken by the Authority to recover possession of the Leased Property shall by itself operate to 
terminate this Lease, and no termination of this Lease on account of default by the District shall 
be or become effective by operation of law, or otherwise, unless and until the Authority shall 
have given written notice to the District of the election on the part of the Authority to terminate 
this Lease.  The District covenants and agrees that no surrender of the Leased Property or of the 
remainder of the term hereof or any termination of this Lease shall be valid in any manner or for 
any purpose whatsoever unless stated or accepted by the Authority by such written notice.  No 
such termination shall be effected whether by operation of law or acts of the parties hereto, 
except only in the manner herein expressly provided. 

(c) Opinion of Special Counsel.  The re-letting of the Leased Property as 
provided herein shall be subject to the opinion of Special Counsel that such re-letting will not 
result in loss of status of the Certificates as Qualified School Construction Bonds. 

(d) [Right of Insurer to Direct Remedies.  Notwithstanding any other 
provisions of this Lease, so long as the Policy is in effect and the Insurer is not in default 
thereunder, the Insurer shall have the right to direct the remedies to be taken upon any Event of 
Default hereunder, and the Insurer’s consent shall be required for remedial action taken by the 
Trustee or the Authority hereunder.] 

Section 9.3 No Remedy Exclusive.  No remedy conferred herein upon or reserved to 
the Authority is intended to be exclusive and every such remedy shall be cumulative and shall be 
in addition to every other remedy given under this Lease or now or hereafter existing at law or in 
equity.  No delay or omission to exercise any right or power accruing upon any default shall 
impair any such right or power or shall be construed to be a waiver thereof, but any such right or 
power may be exercised from time to time and as often as may be deemed expedient.  In order to 
entitle the Authority to exercise any remedy reserved to it in this Article it shall not be necessary 
to give any notice, other than such notice as may be required in this Article or by law. 

Section 9.4 Agreement to Pay Attorneys’ Fees and Expenses.  In the event either party 
to this Lease should default under any of the provisions hereof, the nondefaulting party [or the 
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Insurer] may demand that the defaulting party retain counsel to represent the nondefaulting party 
[or the Insurer]; the District or the Authority, as applicable, shall then have thirty (30) days in 
which to notify the nondefaulting party [or the Insurer] that it refuses or elects to retain counsel 
for such party.  In the event that a defaulting party should refuse to retain such counsel, which 
refusal is later determined by a court of competent jurisdiction to have been wrongful, then the 
defaulting party agrees that it shall be liable for the reasonable fees of such attorneys and such 
other expenses so incurred by the nondefaulting party [or the Insurer]. 

Section 9.5 No Additional Waiver Implied by One Waiver.  In the event any 
agreement contained in this Lease should be breached by either party and thereafter waived by 
the other party, such waiver shall be limited to the particular breach so waived and shall not be 
deemed to waive any other breach hereunder. 

Section 9.6 Application of the Proceeds from the Sale or Lease of the Leased 
Property.  All amounts received by the Authority under this Article other than as provided in 
Section 9.2(b) herein, after payment of all fees and expenses of the Trustee including but not 
limited to attorneys’ fees, shall be applied by the Trustee as set forth in Section 13.5 of the Trust 
Agreement. 

Section 9.7 Trustee[, Insurer] and Owners to Exercise Rights.  Such rights and 
remedies as are given to the Authority under this Article have been assigned by the Authority to 
the Trustee [and, in certain circumstances, by the Trustee to the Insurer under the Trust 
Agreement,] to which assignments the District hereby consents.  [Subject to the rights of the 
Insurer,] such rights and remedies shall be exercised by the Trustee[, the Insurer] and the Owners 
of the Certificates as provided in the Trust Agreement. 

ARTICLE X 
 

PURCHASE OF LEASED PROPERTY 

Section 10.1 Mandatory Prepayment from Net Insurance Proceeds.  The District shall 
be obligated to prepay Certificates pursuant to Section 4.2 of the Trust Agreement from and to 
the extent of any Net Insurance Proceeds theretofore transferred to the Prepayment Fund 
pursuant to Section 7.1 of the Trust Agreement.  The District and the Authority hereby agree that 
such Net Insurance Proceeds shall be credited towards the District’s obligations hereunder.  
Except in the case of such prepayment of the Lease Payments in whole, such prepayment shall 
be credited to the District, in inverse order of the due dates of the Lease Payments. 

Section 10.2 Credit for Amounts on Deposit.  In the event of payment or prepayment of 
the Lease Payments in full hereunder, all amounts then on deposit in the Lease Payment Fund 
and the Reserve Fund shall be credited toward the amounts then required to be so prepaid. 

ARTICLE XI 
 

MISCELLANEOUS 

Section 11.1 Notices.  All notices, certificates or other communications hereunder shall 
be sufficiently given and shall be deemed to have been received five business days after deposit 
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in the United States first-class mail, postage prepaid, to the District, the Trustee, the Authority 
[and the Insurer] at the following addresses: 

If to the District Sierra Sands Unified School District 
113 Felspar Avenue 
Ridgecrest, California  93555 
Attn:  Superintendent 

If to the Authority: Inyo-Kern Schools Financing Authority 
113 Felspar Avenue 
Ridgecrest, California  93555 
 

If to the Insurer: [To Come.]  

If to the Trustee: U.S. Bank National Association 
633 West 5th, 24th Floor 
Los Angeles, California 90071 
Attn:  John Axt, Vice President 

The Authority, [the Insurer,] the District and the Trustee, by notice given hereunder, may 
designate different addresses to which subsequent notices, certificates or other communications 
will be sent. 

Section 11.2 [Insurer as Third-Party Beneficiary.  To the extent that this Lease confers 
upon or gives or grants to the Insurer any right, remedy or claim under or by reason of this 
Lease, the Insurer is hereby recognized as a third-party beneficiary and may enforce any such 
right, remedy or claim conferred, given or granted hereunder.] 

Section 11.3 [Consent of the Insurer.  Any provision of this Lease expressly 
recognizing or granting rights in or to the Insurer may not be amended in any manner that affects 
the rights of the Insurer hereunder without the prior written consent of the Insurer.] 

Section 11.4 Binding Effect.  This Lease shall inure to the benefit of and shall be 
binding upon the Authority, the Insurer and the District and their respective successors and 
assigns. 

Section 11.5 Severability.  In the event any provision of this Lease shall be held invalid 
or unenforceable by a court of competent jurisdiction, such holding shall not invalidate or render 
unenforceable any other provisions hereof. 

Section 11.6 Authority Not Liable.  The Authority and its directors, officers, agents and 
employees and the Trustee shall not be liable to the District or to any other party whomsoever for 
any death, injury or damage that may result to any person or property by or from any cause 
whatsoever in, on or about the Leased Property or any component thereof. 

Section 11.7 Net-Net-Net Lease.  This Lease shall be deemed and construed to be a 
“net-net-net lease” and the District hereby agrees that the Lease Payments shall be an absolute 
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net return to the Authority, free and clear of any expenses, charges or set-offs whatsoever, except 
as expressly provided herein. 

Section 11.8 Further Assurances and Corrective Instruments.  The Authority and the 
District agree that they will, from time to time, execute, acknowledge and deliver or cause to be 
executed, acknowledged and delivered, such supplements hereto and such further instruments as 
may reasonably be required for correcting any inadequate or incorrect description of the Leased 
Property hereby leased or intended so to be or for carrying out the expressed intention of this 
Lease. 

Section 11.9 Execution in Counterparts.  This Lease may be executed in any number of 
counterparts, each of which shall be an original and all of which shall constitute but one and the 
same instrument. 

Section 11.10 Applicable Law.  This Agreement shall be governed by and construed in 
accordance with the laws of the State of California, applicable to contracts made and performed 
in such State. 

IN WITNESS WHEREOF, the Authority and the District have caused this Lease to be 
executed in their names by their duly authorized officers, as of the date first above written. 

 
 
INYO-KERN SCHOOLS FINANCING 
AUTHORITY 
 
 
By:   
 Secretary/Treasurer 
 
 
SIERRA SANDS UNIFIED SCHOOL DISTRICT, 
as Lessee 
 
 
By:   
 Superintendent 
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CERTIFICATE OF ACCEPTANCE 

This is to certify that the interest in the real property conveyed under the foregoing to the 
Sierra Sands Unified School District, a political subdivision of the State of California, is hereby 
accepted by the undersigned officer or agent on behalf of the Sierra Sands Unified School 
District, pursuant to authority conferred by resolution of the Board of Trustees adopted on 
_______, 2009 and the grantee consents to recordation thereof by its duly authorized officer. 

Dated:  _______, 2009 

SIERRA SANDS UNIFIED SCHOOL 
DISTRICT 
 
 
 
By: _____________________________________ 
Its: Superintendent 
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EXHIBIT A 

FORM OF LEASE SUPPLEMENT 

 
There is hereby subjected to the terms of that certain Lease Agreement, dated as of 

December 1, 2009, by and between INYO-KERN SCHOOLS FINANCING AUTHORITY 
(“Authority”) and SIERRA SANDS UNIFIED SCHOOL DISTRICT (“Lessee”), the following 
described Leased Property: 

Department 

Purchase Order No. ______ Quantity _______ 

Description of Addition to Leased Property 

Purchase Price of Addition to Leased Property 

Useful Life of Addition to Leased Property 

_________Years 

I, an Authorized Representative, hereby certify that: 

(1) the market value of the above-described property at least equals the 
market value of the portion of the Leased Property for which it was substituted; 

(2) the above-described Leased Property has a useful life at least equal to the 
remaining useful life of the Leased Property for which it was substituted; 

(3) the above-described Leased Property will be used by the District for 
authorized public purposes; 

(4) the above-described Leased Property, if equipment, constitutes 
“equipment” within the meaning of Section 17450 of the Education Code of the State of 
California; and 

(5) the above-described Leased Property is not currently owned by the 
District. 
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I, an Authorized Representative, hereby certify that the Leased Property being delivered 
will be subject to the leasehold interest of the Authority free and clear of all liens or claims of 
others, except for the lien of the Trust Agreement referred to in the Lease, with respect to which 
the Trustee is granted a security interest in the Leased Property, and the rights of the District 
under the Lease, and that the District will not otherwise encumber title to the Leased Property 
during the term of the Lease. 

SIERRA SANDS UNIFIED SCHOOL 
DISTRICT 
 
 
By:   
 Authorized Representative 
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EXHIBIT B 

DESCRIPTION OF 
LEASED PROPERTY 

 

___________________ School located at _______________, Ridgecrest, California 
_____ with the following legal description: 

(See attached legal description) 
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EXHIBIT C 

SCHEDULE OF LEASE PAYMENTS 

Lease Payment Date 
(November 15) 

 
Principal Component 

 
2010 $           
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
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EXHIBIT D 

THE PROJECT 

Description of Project 

The District intends to apply the net proceeds of the Certificates to finance the modernization, 
equipping, furnishing and/or improving of certain capital facilities of the District at its 
[_____________, _____________, and _____________ campuses.] 

 

The Project will be completed no later than _______________, 20__. 
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EXHIBIT E 

DEPOSITS TO RESERVE FUND 

 
 

Deposit Date Deposit Amount 
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AGENCY AGREEMENT 

by and between 

INYO-KERN SCHOOLS FINANCING AUTHORITY, 
as Principal 

and 

SIERRA SANDS UNIFIED SCHOOL DISTRICT, 
as Agent 

Dated as of December 2, 2009 

 

$_________ 
Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series A 
(Qualified School Construction Bonds) 

 
and 

 

$_________ 
Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series B 
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AGENCY AGREEMENT 

This AGENCY AGREEMENT, executed and entered into as of December 2, 
2009, by and between INYO-KERN SCHOOLS FINANCING AUTHORITY, a joint exercise 
of powers authority duly organized and existing under and by virtue of the laws of the State of 
California (the “Authority”), and SIERRA SANDS UNIFIED SCHOOL DISTRICT, a school 
district organized and existing pursuant to the laws of the State of California (the “District”); 

W I T N E S S E T H: 

WHEREAS, the Authority and the District have executed and entered into a 
Lease Agreement (the “Lease”), dated as of the date hereof, whereby the Authority has agreed 
to finance, construct and remodel certain facilities, install certain items of equipment, and 
make improvements to certain real property of the District, as described in Exhibit D thereto 
(collectively, the “Project”), and the District has agreed to lease certain real property (the 
“Leased Property”), as provided therein; and 

WHEREAS, under and pursuant to the Lease, the District is obligated to make 
Lease Payments, as defined therein, to the Authority for the lease of the Leased Property; and 

WHEREAS, the Authority, under and pursuant to an Assignment Agreement 
(the “Assignment Agreement”) to be executed and entered into as of the date hereof by and 
between the Authority and U.S. Bank National Association, a  national banking association, 
duly organized and existing under and by virtue of the laws of the United States, as trustee 
(the “Trustee”), has assigned without recourse all its rights to receive the Lease Payments 
scheduled to be paid by the District under and pursuant to the Lease to the Trustee for the 
benefit of the owners of certain certificates of participation (the “Certificates”) to be executed 
and delivered under a Trust Agreement (the “Trust Agreement”) to be executed and entered 
into as of the date hereof by and among the Trustee, the Authority and the District; and 

WHEREAS, all acts, conditions and things required by law to exist, to have 
happened and to have been performed precedent to and in connection with the execution and 
entering into of this Agency Agreement do exist, have happened and have been performed in 
regular and due time, form and manner, as required by law, and the parties hereto are now 
duly authorized to execute and enter into the Agency Agreement; 

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF 
THE MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR 
OTHER VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY 
AGREE AS FOLLOWS: 

SECTION 1. Definitions.  Unless the context otherwise requires, all 
capitalized terms used in this Agency Agreement and not defined herein shall for all purpose 
of this Agency Agreement have the meaning specified therefor in the Lease or the Trust 
Agreement. 
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SECTION 2. District to Act as Agent for the Authority.  The Authority 
hereby irrevocably appoints the District as its agent in connection with the acquisition, 
delivery and/or installation of the Project in accordance with such other agreements as shall 
be approved and entered into by the District.  The District, as the agent of the Authority for 
the foregoing purpose, shall cause the acquisition, delivery and installation of the Project to be 
completed on or before the final Completion Date set forth in Exhibit D of the Lease and 
otherwise in accordance with the Lease and any applicable requirements of governmental 
authorities and law. 

SECTION 3. Acceptance.  The District, for One Dollar ($1.00) and other 
good and valuable consideration in hand received, does hereby accept the foregoing 
appointment as agent of the Authority for the purposes set forth in Section 2. 

SECTION 4. Disclaimers of the Authority.  The District acknowledges and 
agrees that the Project has not been designed by or on behalf of the Authority, and the 
Authority has not supplied any plans or specifications with respect thereto and that the 
Authority (a) is not a manufacturer of, or a dealer in, any Project Component or similar 
components of the Project, (b) has not made any recommendation, given any advice nor taken 
any other action with respect to (1) the choice of any supplier, vendor or designer of, or any 
other contractor with respect to, the Project or any Project Component or any property or 
rights relating thereto or (2) any action taken or to be taken with respect to the Project or any 
Project Component or any property or rights relating thereto at any stage of the acquisition, 
delivery or installation thereof, (c) has not at any time had physical possession of the Project 
or any Project Component or made any inspection thereof or any property or rights relating 
thereto and (d) has not made any warranty or other representation, express or implied, that the 
Project or any Project Component or any property or rights relating thereto (1) will not result 
in or cause injury or damage to persons or property, (2) has been or will be properly designed 
or constructed or will accomplish the results which the District intends therefor or (3) is safe 
in any manner or respect. 

The Authority makes no express or implied warranty or representation of any 
kind whatsoever with respect to the Project or any Project Component to the Lessee or any 
other circumstance whatsoever with respect thereto, including but not limited to any warranty 
or representation with respect to:  the merchantability or the fitness or suitability thereof for 
any purpose; the design or condition thereof; the safety, workmanship, quality or capacity 
thereof; compliance thereof with the requirements of any law, rule, specification or contract 
pertaining thereto; any latent defect; the title to or interest of the Authority thereof beyond that 
title or interest which the District obtains for the Authority pursuant hereto; the ability thereof 
to perform any function; that the proceeds derived from the sale of the Certificates will be 
sufficient (together with other available funds of the District) to pay the cost of acquiring, 
delivering, installing and/or constructing the Project; or any other characteristic of the Project; 
it being agreed that all risks relating to the Project or the transactions contemplated hereby or 
by the Lease, the Assignment Agreement or the Trust Agreement are to be borne by the 
District, and the benefits of any and all implied warranties and representations of the 
Authority are hereby waived by the District. 
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IN WITNESS WHEREOF, the parties hereto have executed and entered into 
this Agency Agreement by their respective officers thereunto duly authorized as of the day 
and year first written above.   

INYO-KERN SCHOOLS FINANCING 
AUTHORITY, 
as Principal 
 
 
By   
 Secretary/Treasurer 
 
 
 
SIERRA SANDS UNIFIED SCHOOL DISTRICT, as 
Agent 
 
 
By   

 Superintendent 
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  11/25/09 

$________ 
SIERRA SANDS UNIFIED SCHOOL DISTRICT 

(Kern County, California) 
TAXABLE CERTIFICATES OF PARTICIPATION 

2009 SERIES A  
(QUALIFIED SCHOOL CONSTRUCTION BONDS) 

 
and 

 
$________________ 

SIERRA SANDS UNIFIED SCHOOL DISTRICT 
(Kern County, California) 

TAXABLE CERTIFICATES OF PARTICIPATION 
2009 SERIES B 

 
CERTIFICATE PURCHASE AGREEMENT 

____________, 2009 

Superintendent 
Sierra Sands Unified School District 
113 West Felspar Avenue 
Ridgecrest, California 93555 

 

Ladies and Gentlemen: 

The undersigned, Piper Jaffray & Co. (the “Underwriter”), offers to enter into this Certificate 
Purchase Agreement (the “Purchase Agreement”) with the Sierra Sands Unified School District (the 
“District”), which, upon your acceptance hereof, will be binding upon the District and the Underwriter.  
By execution of this Purchase Agreement, the District and the Underwriter acknowledge the terms 
hereof and recognize that they will be bound by certain of the provisions hereof, and to the extent 
binding thereupon, acknowledge and agree to such terms.  This offer is made subject to the written 
acceptance of this Purchase Agreement by the District and delivery of such acceptance to us at or prior 
to 11:59 P.M., California Time, on the date hereof. 

1. Purchase and Sale of the Certificates.  Upon the terms and conditions and in reliance 
upon the representations, warranties and agreements herein set forth, the Underwriter hereby agrees to 
purchase from the District for reoffering to the public, and the District hereby agrees to sell to the 
Underwriter for such purpose, all (but not less than all) of $___________ in aggregate principal 
amount of the District’s Taxable Certificates of Participation, 2009 Series A (Qualified School 
Construction Bonds) (the “Series A Certificates”) [and $______________ aggregate principal amount 
of the District’s Taxable Certificates of Participation, 2009 Series B (the “Series B Certificates” and 
together with the Series A Certificates, the] “Certificates”), each Certificate evidencing the 
proportionate undivided interests of the owners thereof in lease payments to be made by the District 
under the lease agreement dated as of December 1, 2009 (the “Lease Agreement”), by and between the 
District and the Inyo-Kern Schools Financing Authority (the “Authority”). 
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The Series A Certificates are being executed and delivered as “qualified school construction 
bonds” as defined in Section 54F of the Code and are comprised of a principal component (the 
“Principal Component”) and tax credit components (the “Tax Credit Components”) evidenced by the 
Tax Credit Certificates associated with each Series A Certificate (the “Tax Credit Certificates”).  [The 
Series A Certificates do not represent interest.]  [The Series A Certificates are not subject to optional or 
mandatory sinking fund prepayment prior to their stated maturity.]  The Series A Certificates are 
subject to extraordinary mandatory prepayment; the Series B Certificates are [not][subject to optional 
prepayment] as set forth in Exhibit B hereto. The Tax Credit Rate with respect to the Series A 
Certificates, as established by the U.S. Department of the Treasury on _________, 2009, is ____% per 
annum. 

2. The Underwriter shall purchase the Certificates at a price of $__________ (consisting 
of the aggregate initial principal amount of the Certificates [plus original issue premium of $_______, 
less an Underwriter’s discount of $____________, [and less bond insurance premium of 
$____________ to be wired directly to the Insurer (as defined herein)]).   

Inasmuch as this purchase and sale represents a negotiated transaction, the District understands, 
and hereby confirms, that the Underwriter is not acting as a fiduciary of the District, but rather is acting 
solely in its capacity as Underwriter, for its own account.  The undersigned officer of the Underwriter 
has been duly authorized to execute this Purchase Agreement and to act hereunder on behalf of the 
Underwriter. 

3. The Certificates.  The Certificates shall be dated as of their date of delivery and shall 
mature on _________________ as shown on Exhibit A hereto.  [Payment of interest with respect to the 
Certificates shall commence on ____________, [2010.]  Except as otherwise provided for herein, the 
Certificates shall otherwise be as described in the Preliminary Official Statement (as defined in 
Paragraph 5 below), and shall be executed and delivered and secured pursuant to the provisions of the 
Trust Agreement, dated as of December 1, 2009 (the “Trust Agreement”), by and among the District, 
the Authority and U.S. Bank National Association, as Trustee (the “Trustee”), this Purchase 
Agreement, pertinent provisions of the laws of the State of California (the “State”) and the American 
Recovery and Reinvestment Act of 2009 (the “Act”).  The Trustee for the Certificates, as designated 
by the Resolution, shall be U.S. Bank National Association. 

The Certificates shall be executed and delivered under and in accordance with the provisions of 
this Purchase Agreement and the Trust Agreement, and represent proportionate interests of the 
registered owners thereof (the “Owners”) in lease payments (the “Lease Payments”) due and payable 
by the District to the Authority under the terms of that certain Lease Agreement, dated as of December 
1, 2009 (the “Lease Agreement”), as such Lease Payments have been assigned to the Trustee by the 
Authority under the terms of that certain Assignment Agreement, dated as of December 1, 2009 (the 
“Assignment Agreement”).  The Series A Certificates will be executed and delivered in denominations 
of $40,000 and integral multiples thereof, and the Series B Certificates will be executed and delivered 
in denominations of $5,000 or any integral multiples thereof.  The Certificates shall be in book-entry 
form, shall bear CUSIP numbers, shall be in fully registered form, registered in the name of Cede & 
Co., as nominee of The Depository Trust Company, New York, New York (“DTC”).  [The payment of 
principal and interest (but not any prepayment premium) with respect to the Series A Certificates shall 
be secured by a financial guaranty insurance policy (the “Insurance Policy”), to be issued 
simultaneously with the execution and delivery of the Series A Certificates by ___________________ 
(the “Insurer”).] 
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4. Use of Documents.  The District hereby authorizes the Underwriter to use, in 
connection with the offering and sale of the Certificates, this Purchase Agreement, the Official 
Statement (as defined below), the Trust Agreement, the Lease Agreement and all information 
contained herein and therein and all of the documents, certificates or statements furnished by the 
District to the Underwriter in connection with the transactions contemplated by this Purchase 
Agreement. 

5. Public Offering of the Certificates.  The Underwriter agrees to make a bona fide 
public offering of all the Certificates at the initial public offering prices or yields set forth on Exhibit A 
hereto, and may subsequently change such offering prices without any requirement of prior notice.  
The Underwriter may offer and sell Certificates to certain dealers (including dealers depositing 
Certificates into investment trusts) and others at prices lower than the public offering prices stated in 
the Official Statement.  The Underwriter agrees to provide reoffering price data respecting the 
Certificates to Special Counsel (as defined below) as Special Counsel may require, in connection with 
the Closing (as defined below). 

6. Official Statement.  The District has caused to be drafted and consents to the use of the 
Preliminary Official Statement, dated ___________, 2009, describing the Certificates (the 
“Preliminary Official Statement”), including the cover page, inside cover page and Appendices thereto.  
The District represents that it deemed the Preliminary Official Statement to be final as of its date, 
except for either revision or addition of the offering price(s), interest rate(s), yield(s) to maturity, 
selling compensation, aggregate principal amount, principal amount per maturity, delivery date, 
rating(s) and other terms of the Certificates which depend upon the foregoing as provided in and 
pursuant to Rule 15c2-12 of the Securities and Exchange Commission under the Securities and 
Exchange Act of 1934, as amended (the “Rule”).  The Preliminary Official Statement has been 
prepared for use in connection with the public offering, sale and distribution of the Certificates. 

The District shall prepare a final Official Statement respecting the Certificates 
following the execution hereof (the “Official Statement”).  The District shall provide, or cause to be 
provided, to the Underwriter not later than seven business days after the execution hereof, and in 
sufficient time to accompany any confirmation of the sale of the Certificates, copies of the Official 
Statement, complete as of the date of its delivery to the Underwriter, in such reasonable quantities as 
the Underwriter shall request in order to comply with Section (b)(4) of the Rule and the rules of the 
Municipal Securities Rulemaking Board (the “MSRB”).  The Underwriter hereby agrees to file the 
Official Statement with the MSRB. 

The Underwriter agrees that prior to the time the final Official Statement relating to the 
Certificates is available, the Underwriter will send to any potential purchaser of the Certificates, upon 
the request of such potential purchaser, a copy of the Preliminary Official Statement.  Such 
Preliminary Official Statement shall be sent by first class mail or electronic distribution (or other 
equally prompt means) not later than the first business day following the date upon which each such 
request is received. 

During the period ending on the 25th day after the End of the Underwriting Period (as 
defined below) (or such other period as may be agreed to by the District and the Underwriter), the 
District (i) shall not supplement or amend the Official Statement or cause the Official Statement to be 
supplemented or amended without the prior written consent of the Underwriter and (ii) shall notify the 
Underwriter promptly if any event shall occur, or information comes to the attention of the District, 
that is reasonably likely to cause the Official Statement (whether or not previously supplemented or 
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amended) to contain any untrue statement of a material fact or to omit to state a material fact necessary 
to make the statements therein, in the light of the circumstances under which they were made, not 
misleading.  If, in the opinion of the Underwriter, such event requires the preparation and distribution 
of a supplement or amendment to the Official Statement, the District shall prepare and furnish to the 
Underwriter, at the District’s expense, such number of copies of the supplement or amendment to the 
Official Statement, in form and substance mutually agreed upon by the District and the Underwriter, as 
the Underwriter may reasonably request.  If such notification shall be given subsequent to the Closing, 
the District also shall furnish, or cause to be furnished, such additional legal opinions, certificates, 
instruments and other documents as the Underwriter may reasonably deem necessary to evidence the 
truth and accuracy of any such supplement or amendment to the Official Statement. 

For purposes of this Purchase Agreement: 

the “End of the Underwriting Period” is used as defined in Rule 15c2-12 and 
shall occur on the later of (a) the date of Closing or (b) when the Underwriter no 
longer retains an unsold balance of the Certificates; unless otherwise advised in 
writing by the Underwriter on or prior to the Closing Date, or otherwise agreed 
to by the District and the Underwriter, the District may assume that the End of 
the Underwriting Period is the Closing Date. 

7. Closing.  At 9:00 a.m., California Time, on December __, 2009, or at such other time or 
on such other date as shall have been mutually agreed upon by the District and the Underwriter (the 
“Closing”), the District will deliver to the Underwriter, through the facilities of DTC, the Certificates 
in book-entry form, duly executed and registered as provided in paragraph 2 above, together with the 
other documents hereinafter mentioned; and the Underwriter will accept such delivery and pay the 
purchase price thereof in immediately available funds by wire transfer to an account or accounts within 
the United States designated by the District. 

8. Representations, Warranties and Agreements of the District.  The District hereby 
represents, warrants and agrees with the Underwriter that: 

A. The District is a unified school district duly organized and validly existing under 
the laws of the State, with the full legal right, power and authority to (i) execute and 
deliver the Certificates pursuant to the laws of the State and the Act; (ii) enter into, 
execute and deliver this Purchase Agreement and the Continuing Disclosure Agreement 
(defined below) appended to the Official Statement; and (iii) adopt the Resolution 
(defined below). 

B. (i) The District has the legal right, power and authority to enter into this 
Purchase Agreement, the Trust Agreement, the Lease Agreement, the Site Lease, dated 
as of December 1, 2009 (the “Site Lease”), by and between the District and the 
Authority and the Agency Agreement, dated as of December 1, 2009 (the “Agency 
Agreement”), by and between the District and the Authority (the Trust Agreement, the 
Lease Agreement, the Site Lease, the Agency Agreement, this Purchase Agreement and 
the approving Resolution of the governing board of the District, adopted on _________, 
2009 (the “Resolution”), and the related Continuing Disclosure Agreement, by and 
between the District and the Trustee (the “Continuing Disclosure Agreement”) to be 
hereinafter referred to collectively as the “District Documents”), to perform its 
obligations under each such document or instrument, and to cause the Certificates to be 
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executed and delivered as contemplated by the District Documents; (ii) the execution 
and delivery or adoption of, and the performance by the District of the obligations 
contained in the Certificates and the District Documents have been duly authorized; and 
(iii) the District Documents constitute valid and legally binding obligations of the 
District enforceable in accordance with their respective terms, subject to bankruptcy, 
insolvency, reorganization, moratorium and other similar laws and to principles of 
equity relating to or affecting the enforcement of creditors’ rights. 

C. Other than those already obtained, given, filed or made, no consent, approval, 
authorization, order, filing, registration, qualification, election or referendum, of or by 
any person, organization, court or governmental agency or public body whatsoever is 
required in connection with the execution, delivery or sale of the Certificates, except for 
such actions which may qualify the Certificates for offer and sale under Blue Sky or 
other securities laws and regulations of such states and jurisdictions of the United States 
as the Underwriter may reasonably request; provided, however, that the District shall 
not be required to subject itself to service of process in any jurisdiction in which it is not 
so subject as of the date hereof. 

D. To the best knowledge of the District, the execution and delivery of the 
Certificates, and the execution, delivery and performance of the District Documents, 
and the compliance with the provisions thereof and hereof do not conflict with or 
constitute on the part of the District a violation of or default under, the Constitution of 
the State of California or any existing law, charter, ordinance, regulation, decree, order 
or resolution and do not conflict with or result in a violation or breach of, or constitute a 
default under, any agreement, indenture, mortgage, lease or other instrument to which 
the District is a party or by which it is bound or to which it is subject. 

E. Other than as described in the Preliminary Official Statement, as of the time of 
acceptance hereof no action, suit, hearing or investigation is pending or, to the best 
knowledge of the District, threatened:  (i) in any way affecting the existence of the 
District or in any way challenging the respective powers of the Authorized Officer of 
the District, as defined in the Resolution; or (ii) seeking to restrain or enjoin the sale, 
execution or delivery of the Certificates, or the District’s ability to make Lease 
payments to pay the principal [and interest] with respect to the Certificates, or in any 
way contesting or affecting the validity or enforceability of the Certificates, the District 
Documents or contesting the powers of the District or its authority with respect to the 
Certificates or any of the District Documents; or (iii) in which a final adverse decision 
could (a) materially adversely affect the operations of the District or the consummation 
of the transactions contemplated by the District Documents, (b) declare this Purchase 
Agreement to be invalid or unenforceable in whole or in material part, or (c) adversely 
affect the designation of the Series A Certificates as Qualified School Construction 
Bonds. 

F. Between the date hereof and the Closing, without the prior written consent of the 
Underwriter, the District will not issue any certificates, bonds, notes, certificates of 
participation or other obligations for borrowed money except for such borrowings as 
may be described in the Official Statement. 
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G. Any certificates signed by any officer of the District and delivered to the 
Underwriter shall be deemed a representation and warranty by the District to the 
Underwriter, but not by the person signing the same, as to the statements made therein. 

H. With respect to any certificates by the District pursuant to Section 42131 of the 
Education Code of the State, the District has not received a qualified or negative 
certification from the Stanislaus County Superintendent of Schools. 

I. Other than as described in the Preliminary Official Statement, the District is not 
in default with respect to any continuing disclosure obligation it may have incurred 
prior to the date hereof in connection with the delivery or issuance of any debt 
instruments, bonds, notes or lease-purchase obligations. 

J. The District will furnish such information and execute such instruments and take 
such action in cooperation with the Underwriter as the Underwriter may reasonably 
request in order to qualify the Certificates for offering and sale under the Blue Sky or 
other securities laws and regulations of such states and other jurisdictions in the United 
States as the Underwriter may designate and determine the eligibility of the Certificates 
for investment under the laws of such states and other jurisdictions and to continue such 
qualifications in effect so long as may be required for the distribution of the Certificates 
(provided, however, that the District will not be required to qualify as a foreign 
corporation or to file any general or special consent to service of process under the laws 
of any jurisdiction). 

K. The Preliminary Official Statement did not, and the Official Statement will not, 
as of its date (excluding therefrom information relating to The Depository Trust 
Company, [the Insurer,] and information provided by the Underwriter) contain any 
untrue statement of a material fact or omit to state a material fact necessary to make the 
statements therein, in the light of the circumstances under which they were made, not 
misleading.  If the Official Statement is supplemented or amended, at all times 
subsequent thereto during the period up to and including the date of Closing, the 
Official Statement as so supplemented or amended will not contain any untrue 
statement of a material fact or omit to state any material fact required to be stated 
therein or necessary to make the statements therein, in light of the circumstances under 
which made, not misleading. 

L. The financial statements of, and other financial information regarding the 
District, contained in the Official Statement fairly represent the financial position and 
operating results of the District as of the dates and for the periods set forth therein.  
Since the date of the Preliminary Official Statement, there has been no adverse change 
of a material nature in such financial position, results of operation or condition, 
financial or otherwise, of the District.  The District is not a party to any litigation or 
other proceeding pending or, to its knowledge, threatened which, if decided adversely to 
the District, would have a materially adverse effect on the financial condition of the 
District. 

9. Conditions to Closing.  The Underwriter has entered into this Purchase Agreement in 
reliance upon the representations and warranties of the District contained herein and the performance 
by the District of its obligations hereunder and in reliance upon the representations, warranties and 
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agreements to be contained in the documents and instruments to be delivered at the date of Closing.  
The District has entered into this Purchase Agreement in reliance upon the representations and 
warranties of the Underwriter contained herein and the performance by the Underwriter of its 
obligations hereunder and in reliance upon the representations, warranties and agreements to be 
contained in the documents and instruments to be delivered at the date of Closing.  Accordingly, the 
Underwriter’s obligations under this Purchase Agreement to purchase, to accept delivery of and to pay 
for the Certificates are and shall be conditioned upon the performance by the District of its obligations 
to be performed hereunder and under such documents and instruments at or prior to the Closing, and 
shall also be subject at the option of the Underwriter, to the following further conditions, including the 
delivery by the District of such documents and instruments as are enumerated below, in form and 
substance satisfactory to the Underwriter.  The obligations on the part of the District to deliver the 
Certificates and the various documents, instruments, certificates and opinions described below are 
conditioned upon the performance by the Underwriter of its obligations to be performed hereunder and 
under such documents, instruments and certificates as the Underwriter is required to deliver at or prior 
to Closing, as enumerated below. 

A. The representations and warranties of the District contained herein shall be true, 
complete and correct in all material respects at the date hereof and at and as of the 
Closing, as if made at and as of the Closing, and the statements made in all certificates 
and other documents delivered to the Underwriter at the Closing pursuant hereto shall 
be true, complete and correct in all material respects on the date of the Closing; and the 
District shall be in compliance with each of the agreements made in this Purchase 
Agreement; 

B. At the time of the Closing, (i) this Purchase Agreement and the Resolution shall 
be in full force and effect and each of said documents together with the Official 
Statement shall not have been amended, modified or supplemented except as may have 
been agreed to in writing by the Underwriter (which writing may be by email, telecopy 
or other electronic means); (ii) all actions under the Act which, in the opinion of Special 
Counsel, shall be necessary in connection with the transactions contemplated hereby, 
shall have been duly taken and shall be in full force and effect; and (iii) the District 
shall perform or have performed all of its obligations required under or specified in the 
Resolution or this Purchase Agreement to be performed at or prior to the Closing; 

C. No decision, ruling or finding shall have been entered by any court or 
governmental authority since the date of this Purchase Agreement (and not reversed on 
appeal or otherwise set aside), or to the best knowledge of the District, be pending or 
threatened, which has any of the effects described in Section 8.E. hereof, or contesting 
in any way the completeness or accuracy of the Official Statement; 

D. Between the date hereof and the Closing, the market price for the Certificates, or 
the market for or marketability of the Certificates at the initial offering prices set forth 
in the Official Statement, or the ability of the Underwriter to enforce contracts for the 
sale of the Certificates, shall not have been materially adversely affected in the 
reasonable professional judgment of the Underwriter (evidenced by a written notice to 
the District terminating the obligation of the Underwriter to accept delivery of and pay 
for the Certificates) by reason of any of the following: 
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(1) legislation enacted by the Congress of the United States, or passed by 
either House of the Congress, or favorably reported for passage to either House 
of the Congress by any Committee of such House to which such legislation has 
been referred for consideration, or by the legislature of the State of California 
(the “State”), or introduced in the Congress or recommended for passage by the 
President of the United States, or a decision rendered by a court of the United 
States or the State or by the United States Tax Court, or an order, regulation 
(final, temporary or proposed) or official statement issued or made: 

(i) by or on behalf of the United States Treasury Department, or by 
or on behalf of the Internal Revenue Service or other federal or State 
authority, which would have the purpose or effect of changing, directly 
or indirectly, the federal income tax consequences or State tax 
consequences of interest on obligations of the general character of the 
Certificates in the hands of the holders thereof or the value, 
transferability, availability or amount of the tax credit to the holders 
thereof as described in the Official Statement; or 

(ii) by or on behalf of the Securities and Exchange Commission, or 
any other governmental agency having jurisdiction over the subject 
matter thereof, to the effect that the Certificates (including the Tax Credit 
Certificates related to the Series A Certificates), or obligations of the 
general character of the Certificates, including any and all underlying 
arrangements, are not exempt from registration under the Securities Act 
of 1933, as amended; 

(2) the declaration of war or new engagement in or material escalation of 
major military hostilities by the United States or the occurrence of any other 
national or international emergency or calamity or crisis interfering with the 
effective operation of the government or the financial community in the United 
States; 

(3) the declaration of a general banking moratorium by federal, New York or 
State authorities having jurisdiction, or the general suspension of trading on any 
national securities exchange or general fixing of minimum or maximum prices 
for trading or maximum ranges for prices for securities on any national 
securities exchange, whether by virtue of a determination by that exchange or by 
order of the Securities and Exchange Commission or any other governmental 
authority having jurisdiction; 

(4) the imposition by the New York Stock Exchange, other national 
securities exchange, or any governmental authority, of any material restrictions 
not now in force with respect to the Certificates, or obligations of the general 
character of the Certificates, or securities generally, or the material increase of 
any such restrictions now in force, including those relating to the extension of 
credit by, or the charge to the net capital requirements of, underwriters such as, 
and including, the Underwriter; 
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(5) an order, decree or injunction of any court of competent jurisdiction, or 
order, regulation or official statement by the Securities and Exchange 
Commission, or any other governmental agency having jurisdiction over the 
subject matter thereof, issued or made to the effect that the issuance, offering or 
sale of obligations of the general character of the Certificates, or the issuance, 
offering or sale of the Certificates, as contemplated hereby, is or would be in 
violation of the Federal securities laws, as amended and then in effect; 

(6) there shall have occurred or any notice shall have been given of any 
downgrade, suspension, withdrawal, or negative change in credit watch status by 
any national rating service of any of the District’s outstanding indebtedness [or 
any rating of the Insurer]; 

(7) any event occurring, or information becoming known which, in the 
reasonable judgment of the Underwriter, makes untrue in any material adverse 
respect any material statement or information set forth in the Official Statement, 
including, but not limited to, any materially adverse change in the affairs or 
financial condition of the District or results in an omission to state a material 
fact required to be stated therein or necessary to make the statements made 
therein, in light of the circumstances under which they were made, not 
misleading; 

(8) a decision by a court of the United States shall be rendered, or a stop 
order, release, regulation or no-action letter by or on behalf of the Securities and 
Exchange Commission or any other governmental agency having jurisdiction of 
the subject matter shall have been issued or made, to the effect that the issuance, 
offering or sale of the Certificates, including the underlying obligations as 
contemplated by this Purchase Agreement or by the Official Statement, or any 
document relating to the issuance, offering or sale of the Certificates, is or 
would be in violation of any provision of the federal securities laws at the 
Closing, including the Securities Act, the Exchange Act and the Trust Indenture 
Act; 

(9) any state Blue Sky or securities commission, or other governmental 
agency or body, shall have withheld registration, exemption or clearance of the 
offering of the Certificates as described herein, or issued a stop order or similar 
ruling relating thereto; 

(10) any amendment shall have been made to the federal or State Constitution 
or action by any federal or State court, legislative body, regulatory body, or 
other authority materially adversely affecting the tax status of the District, its 
property, income securities (or interest thereon) or the validity or enforceability 
of the Certificates; or 

(11) the purchase of and payment for the Certificates by the Underwriter, or 
the resale of the Certificates by the Underwriter, on the terms and conditions 
herein provided shall be prohibited by any applicable law, governmental 
authority, board, agency or commission. 
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E. At or prior to the date of the Closing, the Underwriter shall receive an original of 
each of the following documents, in each case dated as of the Closing Date (unless 
otherwise noted below) and satisfactory in form and substance to the Underwriter: 

(1) An approving opinion of Special Counsel, addressed to the District; 

(2) A reliance letter from Special Counsel to the effect that the Underwriter 
may rely upon the approving opinion described in E(1) above; 

(3) A supplemental opinion from Special Counsel, addressed to the 
Underwriter, to the effect that: 

(a) this Purchase Agreement has been duly executed and delivered 
by the District and, assuming due authorization, execution and delivery by the 
Underwriter, is a valid and binding agreement of the District, subject to laws 
relating to bankruptcy, insolvency, reorganization, moratorium or creditors’ 
rights generally and to the application of equitable principles and to the exercise 
of judicial discretion in appropriate cases and to the limitation on legal remedies 
against school districts in the State of California; 

(b) the statements contained in the Official Statement in the sections 
thereof entitled: “INTRODUCTION,” “THE CERTIFICATES,” “FEDERAL 
TAX MATTERS” and “GENERAL TAX MATTERS,” insofar as such 
statements purport to summarize certain provisions of the Certificates, the Lease 
Agreement, the Trust Agreement and Special Counsel’s opinion on the tax status 
of the Certificates, are accurate in all material respects; 

(c) the Certificates (including the Tax Credit Certificates related to 
the Series A Certificates) are not subject to the registration requirements of the 
Securities Act of 1933, as amended, and the Trust Agreement is exempt from 
qualification pursuant to the Trust Indenture Act of 1939, as amended. 

(4) A certificate or certificates signed by an appropriate official of the 
District to the effect that (i) such official is authorized to execute this Purchase 
Agreement, (ii) the representations, agreements and warranties of the District 
herein are true and correct in all material respects as of the date of Closing, (iii) 
the District has taken all actions required to be taken by it in order to authorize 
the execution and delivery of the Certificates; (iv) the District has complied with 
all the terms of the Trust Agreement and this Purchase Agreement to be 
complied with by the District prior to or concurrently with the Closing and such 
documents are in full force and effect, (v) such official has reviewed the Official 
Statement and on such basis certifies that the Official Statement does not contain 
any untrue statements of a material fact required to be stated therein or 
necessary to make the statements therein, in light of the circumstances in which 
they were made, not misleading and (vi) there is no action, suit, proceeding, 
inquiry or investigation, at law or in equity, before or by any court or public 
body, pending or, to his or her knowledge, threatened against the District 
contesting in any way the completeness or accuracy of the Official Statement, 
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the execution of the Certificates on behalf of the District or the due adoption of 
the Resolution; 

(5) A tax certificate of the District in form satisfactory to Special Counsel; 

(6) Evidence satisfactory to the Underwriter that the Certificates shall have 
been: (i) rated “____” by Standard & Poor’s (“S&P”) [based upon the issuance 
of the Insurance Policy by the Insurer and (ii) assigned underlying ratings of 
“___” by S&P] (or such other equivalent rating as such rating agency may give) 
and that such ratings have not been revoked or downgraded; 

(7) A certificate, together with fully executed copies of the Resolution, of 
the Secretary of the District Board of Trustees to the effect that: 

(i) such copies are true and correct copies of the Resolution; and 

(ii) that the Resolution was duly adopted and has not been modified, 
amended, rescinded or revoked and is in full force and effect on the date 
of the Closing. 

(8) A certificate of the District, to the effect that: 

(i) The District is a unified school district duly organized under the 
Education Code and the other laws of the State, has full legal right, 
power and authority to enter into all documents in connection with the 
offering and sale of the Certificates, to adopt the Resolution and to carry 
out and consummate all transactions contemplated thereby and by proper 
action has duly authorized the execution and delivery and due 
performance of the District Documents and the distribution and use of 
the Official Statement; 

(ii) The District Documents have been duly authorized, executed and 
delivered by the District, and, assuming due authorization, execution and 
delivery by the other parties thereto, the District Documents constitute 
legal, valid and binding obligations of the District enforceable in 
accordance with their respective terms; 

(iii) The execution and delivery of the District Documents and the 
adoption of the Resolution and the consummation of the transactions 
therein contemplated will not and do not violate any provision of the 
law, or to the best of the District’s knowledge, any order of any court or 
other agency of government, or any indenture, material agreement or 
other instrument to which the District is now a party or by which it or 
any of its properties or assets are bound, and, to the best of the District’s 
knowledge, will not and do not conflict with, result in a breach of or 
constitute a default (with due notice or the passage of time or both) under 
any such indenture, agreement or other instrument, or result in the 
creation or imposition of any prohibited lien, charge or encumbrance of 
any nature whatsoever upon any of the properties or assets of the 
District; 
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(iv) The adoption of the Resolution and the execution and delivery of 
the District Documents and compliance with the provisions thereof, 
under the circumstances contemplated thereby, does not and will not, in 
any respect which will have a material adverse impact on the 
transactions contemplated by the Resolution and the District Documents, 
conflict with, or constitute on the part of the District a breach of or 
default under, any material agreement or other instrument to which the 
District is a party or by which it is bound or any existing law, regulation, 
court order or consent decree to which the District is subject (excluding, 
however, any opinion as to compliance with any applicable federal 
securities laws); 

(v) No additional authorization, approval, consent, waiver or any 
other action by any person, board or body, public or private, not 
previously obtained is required as of the date hereof for the District to 
adopt the Resolution or enter into the District Documents or to perform 
its obligations thereunder; 

(vi) The District knows of no litigation, proceeding, action, suit or 
investigation at law or in equity before or by any court, governmental 
agency or body, pending or to its best knowledge threatened, against the 
District challenging the creation, organization or existence of the 
District, or the validity of the District Documents, the completeness or 
accuracy of the Official Statement, seeking to restrain or enjoin adoption 
of the Resolution or in any way contesting or affecting the validity of the 
District Documents or any of the transactions referred to therein or 
contemplated thereby or contesting the authority of the District to enter 
into or perform its obligations under the Resolution or the District 
Documents, or under which a determination adverse to the District 
would have a material adverse affect upon the financial condition or the 
revenues of the District, or which, in any manner, questions or affects the 
right or ability of the District to adopt the Resolution or enter into the 
District Documents; and 

(vii) The information relating to the District and contained in the 
Preliminary Official Statement was as of its date, and the information 
relating to the District and contained in the Official Statement is true and 
correct in all material respects, and the information relating to the 
District and contained in the Preliminary Official Statement and the 
information relating to the District and contained in the Official 
Statement contain no misstatement of any material fact and do not omit 
any statement necessary to make the statements contained therein, in the 
light of the circumstances in which such statements were made, not 
misleading. 

(9) A “deemed final” certificate of the appropriate official of the District 
with respect to the Preliminary Official Statement in accordance with the Rule; 
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(10) The Continuing Disclosure Agreement, in substantially the form 
appended to the Preliminary Official Statement, signed by an appropriate 
official of the District and the Dissemination Agent, if any; 

(11) A certificate of the Trustee, signed by a duly authorized officer of the 
Trustee, and in form and substance satisfactory to the Underwriter, to the effect 
that, to the best of such officer’s knowledge, no litigation is pending or 
threatened (either in state or federal courts) (A) seeking to restrain or enjoin the 
delivery by the Trustee of any of the Certificates, or (B) in any way contesting 
or affecting any authority of the Trustee for the delivery of the Certificates or the 
validity or enforceability of the Trustee or any agreement with the Trustee;  

(12) A receipt of the Trustee for the purchase price of the Certificates; 

(13) The receipt of the Underwriter for the Certificates; 

(14) Reoffering price certificate of the Underwriter, in a form satisfactory to 
Special Counsel; 

(15) A certificate of the Underwriter acknowledging satisfaction of all 
conditions to Closing herein, or the waiver of any conditions not so satisfied; 

(16) [A municipal bond insurance policy issued by ___________________, 
as Insurer, with respect to the Certificates, together with an opinion from general 
counsel to such Insurer as to the enforceability thereof and a certificate issued by 
such Insurer regarding the description of the Insurer in the Official Statement 
and certain other matters;] 

(17) Evidence that the District has received an allocation of Qualified School 
Construction Bond authority for calendar year 2009 pursuant to Section 54A of 
the Code in an amount at least equal to the principal amount of the [Series A] 
Certificates; and 

(18) Such additional legal opinions, certificates, proceedings, instruments, 
and other documents as the Underwriter or Special Counsel may reasonably 
request in order to evidence compliance (i) by the District with legal 
requirements, (ii) the truth and accuracy, as of the time of Closing, of the 
representations of the District herein contained and of the Official Statement, 
and (iii) the due performance or satisfaction by the District at or prior to such 
time of all agreements then to be performed and all conditions then to be 
satisfied by the District. 

If the District shall be unable to satisfy the conditions to the Underwriter’s 
obligations contained in this Purchase Agreement or if the Underwriter’s obligations shall be 
terminated for any reason permitted by this Purchase Agreement, this Purchase Agreement may be 
cancelled by the Underwriter at, or at any time prior to, the time of Closing.  Notice of such 
cancellation shall be given to the District in writing or by telephone or telecopy, confirmed in writing.  
Notwithstanding any provision herein to the contrary, the performance of any and all obligations of the 
District hereunder and the performance of any and all conditions contained herein for the benefit of the 
Underwriter may be waived by the Underwriter in writing at its sole discretion. 
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10. Conditions to Obligations of the District.  The performance by the District of its 
obligations under this Purchase Agreement is conditioned upon (i) the performance by the Underwriter 
of its obligations hereunder; and (ii) receipt by the District and by the Underwriter of opinions and 
certificates being delivered at the Closing by persons and entities other than themselves. 

11. Expenses.  (a) The Trustee shall pay the following costs of issuance with respect to the 
Certificates in an amount not exceeding $________, in accordance with the Trust Agreement:  (i) the 
fees and disbursements of Special Counsel and Disclosure Counsel; (ii) the cost of the preparation, 
printing and delivery of the Certificates; (iii) the fees, if any, for ratings, including all necessary 
expenses related to obtaining such ratings; (iv) the cost of the printing and distribution of the Official 
Statement; (v) the fees of the Trustee and its counsel and (vi) all other fees and expenses incident to the 
execution, delivery and sale of the Certificates.  [In addition, the Underwriter shall pay the bond 
insurance premium of $_______ from proceeds of the Series B Certificates on the Closing Date by 
separate wire to the Insurer.] 

(b) The Underwriter shall pay all of its out-of-pocket expenses, including:  (1) 
clearing house fees; (2) DTC fees; (3) CUSIP Bureau charges; (4) fees of the California Debt and 
Investment Advisory Commission; (5) Securities Industry and Financial Markets Association fees; (6) 
MSRB fees related to the within transaction, if any; (7) the costs associated with qualifying the 
Certificates under applicable Blue Sky requirements and/or legal investment surveys, if any; (8) fees of 
Underwriter’s Counsel; and (9) travel and other expenses not specified in clauses (i) through (vi) 
above. 

12. Notices.  Any notice or other communication to be given under this Purchase 
Agreement (other than the acceptance hereof as specified in the first paragraph hereof) may be given 
by delivering the same in writing, if to the District, to the Superintendent of Sierra Sands Unified 
School District, 113 West Felspar Avenue, Ridgecrest, California 93555, or if to the Underwriter, to 
Piper Jaffray & Co., 2321 Rosecrans Avenue, Suite 3200, El Segundo, California  90245, Attn:  Tim 
Carty, Managing Director. 

13. Parties In Interest; Survival of Representations and Warranties.  This Purchase 
Agreement when accepted by the District in writing as heretofore specified shall constitute the entire 
agreement between the District and the Underwriter.  This Purchase Agreement is made solely for the 
benefit of the District and the Underwriter (including the successors or assigns of the Underwriter).  
No person shall acquire or have any rights hereunder or by virtue hereof. All the representations, 
warranties and agreements of the District in this Purchase Agreement shall survive regardless of (a) 
any investigation of any statement in respect thereof made by or on behalf of the Underwriter, (b) 
delivery of and payment by the Underwriter for the Certificates hereunder, and (c) any termination of 
this Purchase Agreement. 

14. Execution in Counterparts.  This Purchase Agreement may be executed in several 
counterparts each of which shall be regarded as an original and all of which shall constitute but one 
and the same document. 

15. Integration.  This Purchase Agreement, including the exhibits hereto, constitutes the 
entire agreement among the parties and between any of them, relating to the Certificates, and 
supersedes all prior agreements and understandings, whether oral or written, concerning the purchase, 
sale, delivery and terms of payment and prepayment, of the Certificates. 
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16. Applicable Law.  This Purchase Agreement shall be interpreted, governed and 
enforced in accordance with the law of the State of California applicable to contracts made and 
performed in such State. 

 

Very truly yours, 

PIPER JAFFRAY & CO. 

 

By   
 Tim Carty 
 Managing Director 

 

 

The foregoing is hereby agreed to and accepted as of the 
date first above written: 

SIERRA SANDS UNIFIED SCHOOL DISTRICT 
 

 

By   
 Elaine Janson 
  Chief Financial Officer 
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EXHIBIT A 

MATURITY SCHEDULE 
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EXHIBIT B 

MANDATORY SINKING FUND PAYMENTS 
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75857527.2  F&J Draft of 11/25/09 

PRELIMINARY OFFICIAL STATEMENT DATED __________, 2009 
 
 

NEW ISSUE – BOOK-ENTRY ONLY RATING:  S&P:  “___” 
 (See “RATING” herein.) 
 

In the opinion of Fulbright & Jaworski L.L.P., Special Counsel, under existing law, regulations, rulings and court decisions, 
and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, the Series A 
Certificates are “qualified school construction bonds” within the meaning of Section 54F of the Internal Revenue Code of 1986 (the 
“Code”) and interest with respect to the Series A Certificates and the Series B Certificates is exempt from personal income taxes of the 
State of California.  Owners of Tax Credit Certificates, whether held as Tax Credit Strips or as part of the Series A Certificates, as of the 
applicable credit allowance date (defined in Section 54A of the Code) are entitled, subject to the limitations of Code Section 54A, to a 
federal income tax credit for such taxable year.  The amount of the tax credit will be treated as interest for federal tax purposes and 
will be included in gross income for all Owners of Tax Credit Certificates, whether held as Tax Credit Strips or as part of a Series A 
Certificate, in accordance with each Owner’s tax status.  Special Counsel expresses no opinion regarding any other tax consequences 
related to the ownership or disposition of, or the receipt of the tax credit or the accrual or receipt of the interest deemed interest with 
respect to the Certificates.  See “FEDERAL TAX CREDITS” and “GENERAL TAX MATTERS” herein. 

$__________* 
SIERRA SANDS UNIFIED SCHOOL DISTRICT 

(Kern County, California) 
TAXABLE CERTIFICATES OF PARTICIPATION 

2009 SERIES A 
(QUALIFIED SCHOOL CONSTRUCTION BONDS) 

$__________* 
SIERRA SANDS UNIFIED SCHOOL DISTRICT 

(Kern County, California) 
TAXABLE CERTIFICATES OF PARTICIPATION 

2009 SERIES B 

 
Dated:  Date of Delivery   Maturing:  December 15, as shown on inside cover. 
 

This 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. 

The captioned Series A Certificates are executed and delivered pursuant to a Qualified School Construction Bond allocation 
granted by the California Department of Education to the Sierra Sands Unified School District (the “District”), and are payable from the 
general fund of the District and other legally available sources, all as more fully described herein.  The Series A Certificates will 
constitute “qualified school construction bonds” as defined in Section 54F of the Code and are comprised of a principal component (the 
“Principal Component”), an interest component (the “Interest Component”) and tax credit components (the “Tax Credits”) evidenced by 
the Tax Credit Certificates associated with each Series A Certificate (the “Tax Credit Certificates”).  The captioned Series B Certificates 
include a Principal Component and an Interest Component.  The amount of tax credit associated with each Series A Certificate will be 
treated as interest for federal tax purposes.  The Series A Certificates shall, upon the occurrence of a Determination of Loss of Status 
as Qualified School Construction Bonds (as defined herein), be converted to Current Interest Certificates, as described herein 
under “THE CERTIFICATES – Conversion to Current Interest Certificates.”  The Certificates, including the Tax Credit 
Certificates, are being executed and delivered pursuant to a Trust Agreement, dated as of December 1, 2009 (the “Trust Agreement”), by 
and among the District, the Inyo-Kern Schools Financing Authority (the “Authority”) and U.S. Bank National Association, as trustee (the 
“Trustee”), to finance the modernization, equipping, furnishing and/or improving of certain capital facilities of the District and to pay 
costs of delivery of the Certificates.  [Proceeds of the Series B Certificates shall be applied to pay the bond insurance premium, if bond 
insurance is purchased, to fund the reserve fund and/or to pay any other miscellaneous items related to the execution and delivery of the 
Certificates.]  The District will lease certain property (the “Leased Property”) from the Authority pursuant to a Lease Agreement, dated 
as of December 1, 2009 (the “Lease”).  See the caption “PLAN OF FINANCE” herein.  The Series A Certificates and the Series B 
Certificates (collectively, the “Certificates”) evidence proportionate interests in lease payments (the “Lease Payments”) to be made by the 
District as lessee under the Lease for the use and possession of the Leased Property.    The District’s obligation to make Lease Payments 
is subject to abatement in the event of substantial interference with its use and possession of all or part of the Leased Property.  See 
“RISK FACTORS – Abatement” herein. 

The Certificates will be delivered in book-entry form only, with the Series A Certificates in denominations of $40,000 and 
integral multiples thereof and the Series B Certificates in denominations of $5,000 and integral multiples thereof.  The Certificates will 
be initially registered in the name of a nominee of The Depository Trust Company (“DTC”).  Purchasers will not receive certificates 
representing their interests in the Certificates.  Payments on the Certificates will be made by U.S. Bank National Association, as Trustee, 
to DTC for subsequent disbursement to DTC Participants who will remit such payments to the beneficial owners of the Certificates.  See 
“APPENDIX E:  BOOK-ENTRY ONLY SYSTEM” herein. 

The Series A Certificates are [not] subject to optional or mandatory sinking fund prepayment; however, the Series A 
Certificates are subject to extraordinary mandatory prepayment prior to maturity.  The Series B Certificates are subject to 
optional prepayment.  See “THE CERTIFICATES – Prepayment” below. 

The Certificates will be offered when, as and if executed and delivered and received by the Underwriter, subject to approval of 
validity by Fulbright & Jaworski L.L.P., Special Counsel.  Certain matters will be passed upon for the Underwriter by Nossaman LLP, 
Irvine, California.  Caldwell Flores Winters, Inc., Emeryville, California, serves as Financial Advisor to the District, and Fulbright & 
Jaworski L.L.P., Los Angeles, California, serves as Disclosure Counsel to the District, in connection with the execution and delivery of 
the Certificates.  The Certificates, in book-entry form, will be available, for delivery through the facilities of DTC in New York, New 
York, on or about December __, 2009. 

 PIPER JAFFRAY & CO.  
 
Dated:  ______________, 2009 

________________________ 
* Preliminary; subject to change. 
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SUMMARY INFORMATION 

SERIES A CERTIFICATES: 
 

Maturity Date Principal Amount Interest Rate Tax Credit Rate 

December 15, 20__ $__________ _______% _______% 
 
As and after principal is stripped from the associated Tax Credits: 

Maturity Principal Strip Amount 
CUSIP(1) 

(_______) 

 $__________*  
 
Tax Credit Strips: 
 

Tax Credit 
Allowance Date 

Credit 
Amount 

CUSIP(1)  
(            ) 

Tax Credit 
Allowance Date 

Credit 
Amount 

CUSIP(1)  
(          ) 

3/15/2010   9/15/2017   
6/15/2010   12/15/2017   
9/15/2010   3/15/2018   
12/15/2010   6/15/2018   
3/15/2011   9/15/2018   
6/15/2011   12/15/2018   
9/15/2011   3/15/2019   
12/15/2011   6/15/2019   
3/15/2012   9/15/2019   
6/15/2012   12/15/2019   
9/15/2012   3/15/2020   
12/15/2012   6/15/2020   
3/15/2013   9/15/2020   
6/15/2013   12/15/2020   
9/15/2013   3/15/2021   
12/15/2013   6/15/2021   
3/15/2014   9/15/2021   
6/15/2014   12/15/2021   
9/15/2014   3/15/2022   
12/15/2014   6/15/2022   
3/15/2015   9/15/2022   
6/15/2015   12/15/2022   
9/15/2015   3/15/2023   
12/15/2015   6/15/2023   
3/15/2016   9/15/2023   
6/15/2016   12/15/2023   
9/15/2016   3/15/2024   
12/15/2016   6/15/2024   
3/15/2017   9/15/2024   
6/15/2017      

 
 
SERIES B CERTIFICATES: 
 

Maturity Date Principal Maturing Interest Rate 

December 15, 20__ $__________ _______% 
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No dealer, broker, salesperson or other person has been authorized by the District or the Underwriter to 
give any information or to make any representations other than those contained herein and, if given or made, such 
other information or representation must not be relied upon as having been authorized by the District or the 
Underwriter.  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 Certificates 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 Certificates.  
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 a representation of 
facts. 

The information set forth herein has been obtained from official sources that are believed to be reliable 
but it is not guaranteed as to accuracy or completeness, and is not to be construed as a representation by the 
Underwriter.  The information and expression of opinions herein are subject to change without notice, and neither 
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any 
implication that there has been no change in the affairs of the District since the date hereof.  This Official 
Statement is submitted in connection with the sale of the Certificates referred to herein and may not be reproduced 
or used, in whole or in part, for any other purpose, unless authorized in writing by the District. 

The Certificates have not been registered under the Securities Act of 1933, in reliance upon an exemption 
contained in such Act.  The Certificates have not been registered under the securities laws of any state. 

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

IN CONNECTION WITH THIS INITIAL OFFERING, THE UNDERWRITER MAY OVERALLOT 
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE TAX 
CERTIFICATES 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 CERTIFICATES TO CERTAIN 
DEALERS AND BANKS AT PRICES LOWER THAN THE PUBLIC OFFERING PRICE STATED ON THE 
COVER PAGE HEREOF AND SAID PUBLIC OFFERING PRICE MAY BE CHANGED FROM TIME TO 
TIME BY THE UNDERWRITER. 

Certain statements included or incorporated by reference in this Official Statement constitute “forward-
looking statements” within the meaning of the United States Private Securities Litigation Reform Act of 1995, 
Section 21E of the United States Securities Exchange Act of 1934, as amended (the “Exchange Act”), and 
Section 27A of the United States Securities Act of 1933, as amended (the “Securities Act”).  Such statements are 
generally identifiable by the terminology used such as “plan,” “expect,” “estimate,” “budget” or other similar 
words. 

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN 
SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, 
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE 
OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, 
PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING 
STATEMENTS.  THE DISTRICT DOES NOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THOSE 
FORWARD-LOOKING STATEMENTS IF OR WHEN ITS EXPECTATIONS, OR EVENTS, CONDITIONS 
OR CIRCUMSTANCES ON WHICH SUCH STATEMENTS ARE BASED OCCUR. 
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SIERRA SANDS UNIFIED SCHOOL DISTRICT 
(Kern County, California) 

Board of Education 

Michael Scott, President 
Kurt Rockwell, Vice President/Clerk 

Amy Covert, Member 
Judy Dietrichson, Member 
William Farris, Member 
Tim Johnson, Member 

Tom Pearl, Member 
 

District Administrators 

Joanna Rummer, Superintendent 
Elaine Janson, Assistant Superintendent of Business Services 

Shirley Kennedy, Assistant Superintendent of Curriculum and Instruction 
Ernie Bell, Assistant Superintendent of Human Resources 

Elaine Littleton, Executive Director of Special Education Local Plan Area (SELPA) 
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$__________* 
SIERRA SANDS UNIFIED SCHOOL DISTRICT 

(Kern County, California) 
TAXABLE CERTIFICATES OF PARTICIPATION 

2009 SERIES A 
(QUALIFIED SCHOOL CONSTRUCTION BONDS) 

$__________* 
SIERRA SANDS UNIFIED SCHOOL DISTRICT 

(Kern County, California) 
TAXABLE CERTIFICATES OF PARTICIPATION 

2009 SERIES B 

 

INTRODUCTION 

This Introduction is not a summary of this Official Statement.  It is only a brief description of and 
guide to, 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 Certificates to 
potential investors is made only by means of the entire Official Statement. 

This Official Statement, which includes the cover, inside cover and appendices hereto, is provided to 
furnish information in connection with the sale of Taxable Certificates of Participation, 2009 Series A 
(Qualified School Construction Bonds) (the “Series A Certificates”) of the Sierra Sands Unified School 
District (the “District”), in the aggregate principal amount of $__________* and the District’s Taxable 
Certificates of Participation, 2009 Series B (the “Series B Certificates” and together with the Series A 
Certificates, the “Certificates”) in the aggregate principal amount of $__________.*  The execution and 
delivery of the Certificates was authorized by a resolution adopted on __________, 2009 (the “District 
Resolution”), by the Board of Education (the “Board of Education”) of the District.  The Series A 
Certificates have been designated by the District as “qualified school construction bonds” pursuant to 
Section 54F of the Internal Revenue Code of 1986, as amended (the “Code”).  The District has received an 
allocation sufficient for the issuance of the Series A Certificates from the California Department of 
Education pursuant to the Code.  See “FEDERAL TAX CREDITS” and “GENERAL TAX MATTERS” 
below. 

The District 

The District was established as a school district on May 3, 1973, and has been in operation since 
July 1, 1974.  The District is located in the northeast portion of Kern County (the “County”) and in a portion 
of the County of San Bernardino, and serves the City of Ridgecrest, the City of Inyokern and those students 
living aboard the Naval Air Weapons Station, China Lake.  The District also serves the small mining 
communities of Randsburg, Johannesburg and Red Mountain.  The majority of the District is in the County. 

The District encompasses approximately 954 square miles serving approximately 5,525 students.  
The District currently operates two preschools, seven elementary schools, two middle schools, one 
comprehensive high school, one continuation high school, one community day school and one adult school.  
The District employs approximately 310 teachers.  The current student-teacher ratio in the District is 20:1 in 
grades K-3, 30:1 in grades 4-5, 23:1 in grades 6-8 and 22:1 in grades 9-12.  See “APPENDIX A:  
FINANCIAL AND DEMOGRAPHIC INFORMATION RELATING TO THE DISTRICT.” 

Purpose of the Certificates 

The District intends to use the proceeds from the sale of the Series A Certificates to construct and 
improve various school facilities of the District, primarily, the modernization, equipping, furnishing and/or 
improving of certain capital facilities of the District, in compliance with the American Recovery and 
________________________ 
* Preliminary; subject to change. 
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Reinvestment Tax Act of 2009 (the “Recovery Act”).  In the event the District purchases municipal bond 
insurance for the Certificates, the municipal bond insurance premium will be paid either (i) from legally 
available funds of the District or (ii) from the proceeds of the Series B Certificates.  [The proceeds of the 
Series B Certificates would be applied to pay the bond insurance premium, if such bond insurance is 
purchased, to fund a reserve fund, and/or to provide for other costs and expenses associated with the 
execution and delivery of the Certificates.]  See “PLAN OF FINANCE.”  The Certificates are executed and 
delivered pursuant to certain provisions of the Education Code, the Recovery Act (in the case of the Series A 
Certificates) and other applicable law and pursuant to the Trust Agreement (defined below).  See “THE TAX 
CREDIT BONDS – Authority for Issuance.” 

Security and Source of Payment for the Certificates 

The principal, interest and prepayment price (except with respect to extraordinary mandatory 
prepayment from unexpended proceeds of the Series A Certificates) of the Certificates is payable from the 
general fund of the District, and other legally available sources, to pay the Lease Payments of the 
Certificates.  See “SECURITY AND SOURCE OF PAYMENT.” 

Description of the Certificates 

Payment.  The Series A Certificates mature on the dates and in the Principal Components shown on 
the inside cover hereof.  Principal of the Certificates is payable when due upon surrender of the Certificates, 
or, in the case of Series A Certificates from which the Tax Credits have been stripped, the Principal Strips, at 
the office of the Trustee, being U.S. Bank National Association (the “Trustee”), who is acting under 
authority of a Trust Agreement, dated as of December 1, 2009 (the “Trust Agreement”), by and among the 
District, the Authority and the Trustee.  Principal and premium, if any, with respect to the Certificates will be 
paid to Cede & Co., or such other nominee of DTC (as defined herein) who will credit Direct Participants’ 
(as defined herein) accounts upon receipt of funds.  Disbursement of such payments to beneficial owners of 
the Certificates will be the responsibility of Direct and Indirect Participants (as defined herein).  See 
“APPENDIX E:  BOOK-ENTRY ONLY SYSTEM.” 

Tax Credits.  The registered owner (an “Owner”) of a Series A Certificate or a Tax Credit Strip (as 
defined herein) on one or more quarterly credit allowance dates (as defined herein) will be allowed a credit 
under the Code (the “Tax Credits”) against such Owner’s Federal income tax liability.  The Owners’ 
entitlement to the Tax Credits will be evidenced by certificates (the “Tax Credit Certificates”), to be executed 
and delivered by the District contemporaneously with the issuance and sale and as a part of the Series A 
Certificates.  See “THE CERTIFICATES – Tax Credit Program.”  See also, “FEDERAL TAX CREDITS” 
and “GENERAL TAX MATTERS” below. 

Transfer of Tax Credits.  The Code provides that the entitlement to the Tax Credits may be 
separated (or “stripped”) from the ownership of the Principal Component of the Series A Certificates. 
Accordingly, the Tax Credit Certificates are transferable.  In order for the Owners of the Series A Certificates 
to transfer the related Tax Credit Certificates, the Internal Revenue Service (the “Service”) must first issue 
guidance or regulations.  Thereafter, the provisions of the Trust Agreement provide a methodology for 
Owners of the Series A Certificates to strip and sell the associated Tax Credits.  The Trust Agreement also 
provides a mechanism for the registration, transfer and exchange of the Tax Credit Certificates by the 
Owners of the Tax Credit Strips.  Any Tax Credit Strips will be executed and delivered by fully registered 
form as provided in the Trust Agreement.  Additionally, Principal Strips may, upon the request of the Owner 
of such a Principal Strip who also owns all associated Tax Credit Strips, be recombined.  See “THE 
CERTIFICATES – Trust Agreement.”  See also, “Certain Investor Considerations Regarding Series A 
Certificates.” 

180



 

75857527.2  3 

Denomination, Registration and Transfer and Recombining of Certificates and Tax Credits.  The 
Certificates will be executed and delivered in fully registered form only, with the Series A Certificates being 
executed and delivered in denominations of $40,000 or any integral multiple thereof and the Series B 
Certificates being executed and delivered in denominations of $5,000 or any integral multiple thereof; 
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 of the Series A Certificates and, if stripped, the 
Tax Credit Certificates.  Owners will not receive physical certificates representing their ownership interests 
in the Certificates or, if stripped, the Tax Credit Strips, except in the event that use of the book-entry system 
for the Certificates and, if stripped, the Tax Credit Strips, is discontinued.  Purchases of the Certificates, and, 
if stripped, the Tax Credit Certificates, under the DTC system must be made by or through a DTC 
Participant, and ownership interests in Certificates, and if stripped, Tax Credit Strips, or any transfer thereof 
will be recorded as entries on the books of said participants.  See “THE CERTIFICATES – General,” “ – 
Registration, Transfer, Exchange and Recombining of Series A Certificates and Tax Credits” and 
“APPENDIX E:  BOOK-ENTRY ONLY SYSTEM.” 

Following stripping of the Tax Credit Certificates from the Series A Certificates, the Owner of both 
may request that the Trustee recombine the resulting Principal Strip with the associated Tax Credit Strip, 
whereafter, a single Series A Certificate would represent both components.  The ownership of the Original 
Interest Component (as defined herein) is not severable from the ownership of the Series A Certificates or, 
following stripping, the Principal Strip. 

Prepayment.  The Series A Certificates are not subject to optional prepayment prior to their stated 
maturity date.  The Series A Certificates are subject to extraordinary mandatory prepayment prior to their 
stated maturity date under certain circumstances, and the Series B Certificates are subject to optional 
prepayment prior to their stated maturity dates, all as described under “THE CERTIFICATES – Prepayment” 
herein. 

Tax Matters 

In the opinion of Fulbright & Jaworski L.L.P., Special Counsel to the District, based upon an 
analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, the 
accuracy of certain representations and compliance with certain covenants, the Series A Certificates are 
“qualified school construction bonds” within the meaning of Section 54F of the Code.  Owners of Tax Credit 
Certificates, whether held as Tax Credit Strips or as part of the Series A Certificates, as of the applicable 
credit allowance date (defined in Section 54A of the Code) are entitled, subject to the limitations of 
Section 54A of the Code, to a federal income tax credit for such taxable year.  The amount of the tax credit 
will be treated as interest for federal tax purposes and will be included in gross income for all Owners of Tax 
Credit Certificates, whether held as Tax Credit Strips or as part of a Series A Certificate, in accordance with 
each Owner’s tax status.  Interest with respect to the Certificates is exempt from personal income taxes of the 
State of California.  A complete copy of the proposed form of opinion of Special Counsel is set forth in 
APPENDIX C hereto.  See “FEDERAL TAX CREDITS” and “GENERAL TAX MATTERS” herein. 

Certain Investor Considerations Regarding Series A Certificates 

The Series A Certificates and the related Tax Credit Certificates are a new product which derive 
from the recent passage of the Recovery Act, and there is currently no secondary market for either the 
Series A Certificates or the Tax Credit Certificates.  There can be no assurance that a secondary market 
will develop, or if a secondary market does develop, that it will provide Owners with liquidity or  continue 
for the full term of the Series A Certificates.  The Underwriter is under no obligation to make a secondary 
market for either the Series A Certificates or the Tax Credit Certificates.  Principal strips similar to those 
described herein for the Series A Certificates generally have exhibited greater price volatility than 
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traditional municipal bonds.  The mechanics of transfer and registration and the developing nature of the 
tax treatment of the Series A Certificates and Tax Credit Certificates may further limit liquidity. 

The Tax Credits are not refundable tax credits; if an Owner of a Series A Certificate or a Tax 
Credit Strip has gross income tax liability for a given year less than the amount of Tax Credits to which it 
is entitled for that year, then the Owner would be required to carry forward any excess tax credit to 
subsequent tax years.  See “FEDERAL TAX CREDITS” below. 

The Tax Credits to which an Owner is entitled on a particular credit allowance date (each, a “Tax 
Credit Allowance Date”) are not transferable after such Tax Credit Allowance Date; investors should be 
aware that to the extent that the investor is not a potential taxpayer (either now or in the future) and owns 
a Series A Certificate or a Tax Credit Strip on a Tax Credit Allowance Date, the Tax Credit cannot be 
utilized.  Moreover, there can be no assurance that such an investor would be able to sell a Series A 
Certificate or a Tax Credit Strip prior to the Tax Credit Allowance Date. 

Because of the developing nature of practices designed to implement the qualified school 
construction bond provisions of the Recovery Act, it may be necessary following the date of delivery of the 
Series A Certificates for the District and the Trustee to make certain adjustments to the mechanisms 
outlined in the Trust Agreement as additional guidance from the Service  is provided. 

Offering and Delivery of the Certificates 

The Certificates are offered when, as and if issued, subject to approval as to their validity by Special 
Counsel.  It is anticipated that the Certificates in book-entry form will be available for delivery through the 
facilities of DTC in New York, New York, on or about December __, 2009. 

Continuing Disclosure 

The District has covenanted for the benefit of the Owners (including beneficial owners of the 
Certificates) to provide certain financial information and operating data relating to the District (the “Annual 
Report”) by a date not later than nine months following the end of the District’s fiscal year (which ends 
June 30), commencing with the report for the 2008-09 Fiscal Year (which is due no later than March 31, 
2010), and to provide notices of the occurrence of certain enumerated events, if material.  See 
“APPENDIX G:  FORM OF CONTINUING DISCLOSURE AGREEMENT.”  The District is current in its 
Annual Report filings under the Securities and Exchange Commission Rule 15c2-12(b)(5). 

Professionals Involved in the Offering 

Fulbright & Jaworski L.L.P., Los Angeles, California, is acting as Special Counsel to the District 
with respect to the Certificates.  Caldwell Flores Winters, Inc., Emeryville, California, is acting as Financial 
Advisor to the District with respect to the Certificates.  Fulbright & Jaworski L.L.P., Los Angeles, California, 
is acting as Disclosure Counsel to the District.  Nossaman LLP, Irvine, California is acting as counsel to the 
Underwriter with respect to the Certificates.  U.S. Bank National Association, will act as the Trustee, 
registrar, transfer agent, authentication agent and paying agent with respect to the Certificates.  Special 
Counsel, Disclosure Counsel, Underwriter’s Counsel and the Financial Advisor will receive compensation 
contingent upon the sale and delivery of the Certificates. 

Other Information 

This Official Statement speaks only as of its date, and the information contained herein is subject to 
change. 
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Copies of documents referred to herein and information concerning the Certificates are available 
from the Sierra Sands Unified School District, 113 Felspar, Ridgecrest, California 93555, Attention: 
Assistant Superintendent of Business Services.  The District may impose a charge for copying, handling and 
mailing such requested documents. 

PLAN OF FINANCE 

The Project 

The District intends to use the proceeds from the sale of the Series A Certificates to upgrade, 
renovate, acquire and construct school facilities (collectively, the “Project”), which may include the 
following: 

• Upgrading deteriorating plumbing and water drainage systems, and outdated restrooms; 

• Repair and replacement of roofs; 

• Building new classrooms to accommodate student growth; 

• Modernizing computer technology throughout the District, including improving computer labs, 
renovating electrical systems and improving additional computers; 

• Modernizing outdated classrooms, including improving handicapped accessibility (ADA), 
lighting, ceilings, flooring and painting; 

• Providing adequate multi-purpose rooms through new construction and/or renovation; 

• Making health and safety improvement such as upgrading fire alarm and communication 
systems; 

• Constructing a more efficient maintenance, operation and transportation facility to decrease 
operational expenses and replace the current inadequate facility; 

• Replacing outdated playground equipment to improve student safety; 

• Renovating or expanding bus loops as necessary to increase student safety and improve traffic 
flow; 

• Renovating, expanding, constructing and upgrading student support facilities including joint use 
projects, as needed; 

• Necessary site preparation/restoration in connection with new construction, renovation or 
remodeling, or installation or removal of relocatable classrooms; 

• Addressing unforeseen conditions revealed by construction/modernization (e.g., plumbing or gas 
line breaks, dry rot, seismic, structural etc.); and 

• Furnishing and equipping schools as needed to the extent permitted by law. 

Because the Series A Certificates are designated as qualified school construction bonds under 
Section 54F of the Code (“Section 54F”), their proceeds may be applied only for qualified expenditures 
under the Recovery Act, and to payment of costs of issuance not in excess of 2% of the issue price of the 
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Series A Certificates.  Internal Revenue Service Notice 2009-35, released April 3, 2009, which specified the 
allocations for Qualified School Construction Bonds, also provided that bond proceeds may be expended for 
“costs of acquisition of equipment to be used in such portion or portions of the public school facility that is 
being constructed, rehabilitated or repaired” with the proceeds of the related Qualified School Construction 
Bonds.  The District expects to expend the proceeds of the sale of the Series A Certificates within [________ 
months] following their date of delivery, and that a binding commitment with a third party to spend at least 
10 percent of such available project proceeds will be incurred within the six month period beginning on the 
date of issuance of the Series A Certificates. 

The District has covenanted to provide notice of its final expenditure of the proceeds of the Series A 
Certificates from the Project Fund as a Notice of Material Event under its Continuing Disclosure Agreement.  
See “APPENDIX G:  FORM OF CONTINUING DISCLOSURE AGREEMENT.” 

The District intends, if necessary, to provide for the delivery of the Series B Certificates 
simultaneously with the delivery of the Series A Certificates, if necessary.  The proceeds of the Series B 
Certificates will be applied to pay the bond insurance premium for the Certificates if such insurance is 
purchased. 

Leased Property 

The District plans to lease certain real property, including land and improvements, from the 
Authority (the “Leased Property”).  The Leased Property is more particularly described in Exhibit B to the 
Lease, and currently consists of those parcels of real property commonly known as 
_______________________________________________________________________________________
_______________________________________________________________________________________
_____________________.  The District estimates that the value of the Leased Property is in excess of 
[$25,000,000].  All of the values stated below derive from [the District’s Asset List dated as of ______ 1, 
2009.] 

The District has determined that the Lease Payments will comprise fair rental value for the Leased 
Property.  A [CLTA][ALTA] policy of title insurance respecting the Leased Property will be delivered on the 
date of delivery of the Certificates. 

The District has covenants in the Lease to provide maintenance and insurance on the Leased 
Property throughout the term of the Lease.  See “APPENDIX B:  SUMMARY OF PRINCIPAL LEGAL 
DOCUMENTS – Lease Agreement.” 

Substitution or Release 

The Lease provides that, upon compliance with certain conditions specified therein, the District may 
release from the Lease any portion of the Leased Property or substitute alternate real property for all or any 
portion of the Leased Property if the substituted or remaining real property has an annual fair rental value at 
least equal to the value of the substituted property released, and has a useful life equal to or greater than the 
useful life of the Leased Property, as constituted prior to such substitution or release.  See “APPENDIX B:  
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS – Lease Agreement – Substitution of Property; 
Release of Leased Property.” 
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THE CERTIFICATES 

Authority for Issuance 

The Certificates are executed and delivered pursuant to the provisions of the Education Code, and 
other applicable law, and pursuant to the Trust Agreement and the Lease and the Series A Certificates and 
associated Tax Credit Certificates are further authorized by and executed and delivered under Section 54F of 
the Code.  U.S. Bank National Association, will act as trustee, paying agent, transfer agent and registrar for 
the Certificates (the “Trustee”).  The total amount of qualified school construction bonds issued nationally in 
calendar year 2009 is limited by the Code to $11 billion, and the California Department of Education has 
allocated a portion of such limit to the District (the “Allocation”) in the amount of $25,000,000.  The District 
has designated the Series A Certificates as qualified school construction bonds under the Code and the 
principal amount of the Series A Certificates will be deducted from the Allocation. 

General 

The Series A Certificates will be issued in fully registered form only, coming due as a single 
maturity on ________ 15, 20___.  The Series A Certificates [initially do not bear interest to be paid by the 
District, but] include a Tax Credit (as described below).  The Series B Certificates include an Interest 
Component payable on June 15 and December 15 of each year, beginning on June 15, 2010.  The Certificates 
will be initially registered in the name of Cede & Co., as nominee of DTC.  DTC will act as securities 
depository of the Certificates.  The principal of the Certificates is payable in lawful money of the United 
States of America.  Principal is payable when due upon surrender of the Certificates at the office of the 
Trustee.  Principal, any Interest Component and Prepayment Premium, if any, with respect to the Certificates 
will be paid to Cede & Co., or such other nominee of DTC (as defined herein) who will credit Direct 
Participants’ (as defined herein) accounts upon receipt of funds.  Disbursement of such payments to 
beneficial owners of the Certificates will be the responsibility of Direct and Indirect Participants (as defined 
herein).  For information about the securities depository and DTC’s book-entry system, see “APPENDIX E:  
BOOK-ENTRY ONLY SYSTEM.” 

The Tax Credit Program 

Under the Code, Tax Credits are allowed to the Owners of qualified tax credit bonds (the “Tax 
Credit Program”), and the Series A Certificates have been designated by the District as qualified school 
construction bonds under the Tax Credit Program.  Each Series A Certificate is comprised of a principal 
component (the “Principal Component”), an interest component (the “Interest Component”) and a tax credit 
component (a “Tax Credit”), the last of which is evidenced by the Tax Credit Certificates (each, a “Tax 
Credit Certificate”) associated with each Series A Certificate.  Pursuant to the Code, the ownership of the 
Tax Credit Certificates related to Series A Certificates may be separated (or “stripped”) from the Principal 
Component (a “Tax Credit Strip”) following which, the Tax Credit Certificates would be separately 
registered and the Principal Component would be registered as a principal strip (a “Principal Strip”) by the 
Trustee.  The Owner of a Series A Certificate or Tax Credit Certificate on March 15, June 15, September 15 
or December 15 of any tax year (each, a “credit allowance date”) will be allowed a Tax Credit against the 
Owner’s Federal income tax liability.  Notwithstanding the provisions of the Code regarding stripping of the 
Tax Credits, as of the date of this Official Statement, no guidance or regulations have been forthcoming from 
the Service on this subject.  Accordingly, the provisions of the Trust Agreement described herein, which 
permit stripping (and recombining) will not become effective until the promulgation of such guidance and/or 
regulations from the Service. 

The amount of each Tax Credit is calculated under the Tax Credit Program and is represented by 
each Tax Credit Certificate.  The amount of the Tax Credit is the amount equal to the product of the 
published credit rate for the date on which the Series A Certificates were sold by the District (being 

185



 

75857527.2  8 

[_____%] per annum), times the outstanding principal amount of the Series A Certificates on the relevant 
credit allowance date, divided by four.  The Tax Credit allowed for the first credit allowance date of 
[_________ 15, 2010], is the ratable portion of the tax credit otherwise allowed on such date based on an 
initial issuance date of ____________, 2009.  If a Series A Certificate or, if stripped, a Tax Credit Certificate 
is redeemed on a date other than March 15, June 15, September 15 or December 15, the prepayment date will 
be deemed to be a credit allowance date for such Series A Certificate, or, if stripped, such Tax Credit 
Certificate and the amount of the associated Tax Credit will be a ratable portion of the tax credit otherwise 
allowed based on the prepayment date.  Owners of Tax Credit Certificates, whether held as Tax Credit Strips 
or as part of the Series A Certificates, as of the applicable credit allowance date, will receive the Tax Credit. 

Generally, a taxpayer who owns a Series A Certificate or, if stripped, a Tax Credit Strip, will 
recognize the amount of the Tax Credit as a credit against its Federal income tax liability on a given credit 
allowance date, including estimated tax payments, if any.  Tax Credits will be treated by the Service similar 
to the way withheld taxes are treated for Federal income tax purposes and will reduce the amount of either a 
taxpayer’s subsequent estimated tax payments, if any, or its final tax liability, as reflected on its tax return for 
the related tax year.  The District expresses no opinion as to the utility of Tax Credits for any particular 
Owner or subsequent purchaser of a Series A Certificate or, if stripped, a Tax Credit Strip, and prospective 
purchasers of the Series A Certificates or Tax Credit Certificates are encouraged to consult with their own 
tax advisors concerning the purchase of Series A Certificates or Tax Credit Certificates.  See “FEDERAL 
TAX CREDITS” and “GENERAL TAX MATTERS.” 

The Series A Certificates, the Principal Strips and the Tax Credit Strips may be transferred as 
provided below.  A Tax Credit Strip may contain all or only a portion of the Tax Credits associated with the 
related Series A Certificate and multiple Tax Credit Strips may be authenticated and delivered that in the 
aggregate contain all the Tax Credits related to a Series A Certificate.  See “– Tax Credit Stripping 
Permitted.” 

Registration, Transfer and Exchange of Certificates and Tax Credits 

The Certificates will be issued in book-entry only form, initially registered in the name “Cede & 
Co.,” as nominee of DTC.  Purchases of the Certificates, and if stripped, the Tax Credit Certificates, under 
the DTC system must be made by or through a DTC participant, and ownership interest in Series A 
Certificates, and if stripped from the Series A Certificates, Tax Credit Certificates, or any transfer thereof 
will be recorded as entries on the books of said participants. 

Registered ownership of the Series A Certificates, or any portion thereof, may not thereafter be 
transferred, except as provided in the Trust Agreement: (i) to any successor of Cede & Co., as nominee of 
DTC, or its nominee, or to any designated substitute depository, (ii) to any substitute depository not objected 
to by the District upon (1) the resignation of DTC or its successor from its function as depository, or (2) 
because DTC or its successor is no longer able to carry out its function as depository; or (iii) to any person as 
provided in the Trust Agreement upon (1) the resignation of DTC or its successor from its function as 
depository, or (2) a determination by the District to remove DTC or its successor from its function as 
depository. 

Any Certificate may be exchanged for a like aggregate principal amount of Certificates of other 
authorized denominations of the same series, maturity and principal amount upon presentation and surrender 
at the principal corporate trust office of the Trustee, together with a request for exchange signed by the 
Owner or by a person legally empowered to do so in a form satisfactory to the Trustee. 

Book-Entry System for Tax Credit Certificates.  Any Tax Credit Strips will be executed and 
delivered, in book-entry only form, registered in the name of “Cede & Co.,” as nominee of DTC, and will be 
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exchanged for one Tax Credit Certificate for each Tax Credit Allowance Date for the related Series A 
Certificates, in amounts equal to Authorized Denominations. 

In the case of any transfer relating to a successor of Cede & Co. or any substitute depository, as 
nominee of DTC, upon receipt of the Principal Strip Certificates and Tax Credit Strips, as applicable, related 
to Outstanding Series A Certificates by the Trustee, together with a written request, new Principal Strip 
Certificates and Tax Credit Strips, as applicable, related to such Series A Certificates will be executed and 
delivered in such denominations, numbered in the manner determined by the Trustee and registered in the 
names of such person as are requested in such written request, and thereafter, the Principal Strip Certificates 
and the Tax Credit Strips related to such Series A Certificates will be transferred, provided that the Trustee 
will not be required to deliver such new Principal Strip Certificates and Tax Credit Strips related to such 
Series A Certificates within a period of fewer than sixty (60) days after the termination of DTC as the 
securities depository. 

So long as the Tax Credit Strips are registered in the name of Cede & Co. or its registered assigns, 
the District and the Trustee will cooperate with Cede & Co., as sole holder, or its registered assigns, in 
effecting payment of the Prepayment Price, if any, of the Tax Credit Strips by arranging for payment in such 
manner that funds for such payments are properly identified and are made immediately available (e.g., by 
wire transfer) on the date they are due.  So long as the Tax Credit Strips are registered in the name of Cede & 
Co. or its registered assigns, the Trustee will provide notice to DTC of the expiration of each Tax Credit 
Certificate, not less than forty-five (45) days prior to the Tax Credit Allowance Date for such Tax Credit 
Certificate. 

Tax Credit Stripping 

The District has caused the Series A Certificates to be executed and delivered in a form that permits 
the separation, under the Tax Credit Program, of the ownership of the Principal Component and the Tax 
Credit Component of each Series A Certificate.  At any time, the Owner of a Series A Certificate may, by 
written request to the Trustee, direct the Trustee to authenticate and deliver the Tax Credit Certificates 
separated from such Series A Certificate and endorse and renumber the Principal Strip of such Series A 
Certificate.  Any Owner of a Series A Certificate after such exchange may elect to transfer all or a portion of 
the Tax Credits evidenced by the associated Tax Credit Certificates.  Tax Credit Strips may be delivered 
evidencing ownership of Tax Credits for each Tax Credit Allowance Date for the related Series A Certificate 
in notional amounts equal to authorized denominations and aggregating an amount equal to the principal 
amount of the related Series A Certificate. 

Upon the receipt of a request to strip the Tax Credits, the Trustee will (i) authenticate and deliver to 
the Owner so requesting, Principal Strip Certificates in a face amount equal to the principal component of the 
related Series A Certificate and (ii) authenticate and deliver to the Owner so requesting, individual Tax 
Credit Strips for each remaining Tax Credit Allowance Date in a face amount equal to twenty-five percent 
(25%) of the product of (A) the principal component of the related Series A Certificate and (B) the Tax 
Credit Rate.  Upon any separation of the ownership of the Principal Component of a Series A Certificate 
from the related Tax Credits, the Owner of the Principal Strip Certificate related to such Tax Credits will be 
entitled only to payment of the Principal Component at maturity and to amounts representing the Interest 
Component.  The Principal Component and the Original Interest Component of the Series A Certificates are 
not separable. 

Notwithstanding the separation, if any, of the ownership of the Principal Component of a Series A 
Certificate from the related Tax Credits, the stripped Series A Certificate and the related Tax Credit Strips 
shall continue to be considered Outstanding until maturity or earlier prepayment. 
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In the event that an Owner of a Series A Certificate and all of the related Tax Credit Strips so 
requests, the Trustee will accept a tender of such Series A Certificate and related Tax Credit Strips and will 
(1) authenticate and deliver a recombined Series A Certificate, which following the tender shall again 
represent the combined Principal Component, the Interest Component and the Tax Credit of the Series A 
Certificate and (2) reduce, by the Principal Component of the Series A Certificates so recombined, the 
number of separate Principal Strip Certificates and Tax Credit Strips Outstanding. 

The Tax Credit Strips will be executed and delivered as fully registered Tax Credit Strips, in notional 
amounts corresponding to authorized denominations of related Series A Certificates, in an aggregate notional 
amount equal to the principal amount of the related Series A Certificates.  The Tax Credit Strips so delivered 
will be dated the date of the related Series A Certificates and will represent an amount of Tax Credits based 
upon the notional amount and the applicable rate set forth therein. 

Conversion of Tax Credit Certificates into Current Interest Certificates 

On the December 15 following the next succeeding August 1 after the Date of Determination of Loss 
of Qualified School Construction Bond Status (defined below), (the “Tax Credit Conversion Date”), the 
Series A Certificates will be converted, in whole or in part, into Current Interest Certificates which, in lieu of 
providing the Owners credits against their federal income tax liability, will represent interest, in addition to 
the Original Interest Component of the Series A Certificates, at the Tax Credit Rate, payable on each 
March 15, June 15, September 15 and December 15 of each year (each, a “Cash Interest Payment Date”), 
commencing on the first of such dates following the Tax Credit Conversion Date.  Upon any such 
conversion, each Current Interest Certificate would represent interest (the “TCR Interest Component”) from 
the Cash Interest Payment Date next preceding the date of authentication thereof, unless it is authenticated 
during the period after the Record Date immediately preceding any Cash Interest Payment Date to and 
including such Cash Interest Payment Date, in which event, it would represent interest from such Cash 
Interest Payment Date, or unless it is authenticated on or before the Record Date preceding the first Cash 
Interest Payment Date, in which event, it would represent interest from the Tax Credit Conversion Date.  
Such interest would be computed on the basis of a 360-day year of twelve 30-day months. 

If Series A Certificates are converted, in whole or in part, to Current Interest Certificates, (i) such 
Series A Certificates, any related Principal Strip Certificates and any related Tax Credit Certificates 
representing Tax Credits for Tax Credit Allowance Dates following the Tax Credit Conversion Date shall, on 
the Tax Credit Conversion Date or as soon thereafter as is practical, be exchanged by the Owners for Current 
Interest Certificates, the Principal Strip Certificates related to such Current Interest Certificates and, in the 
case of Tax Credit Certificates, for Cash Interest Certificates, without the need for any further action or 
proceeding by the District, (ii) such Current Interest Certificates, related Principal Strip Certificates and Cash 
Interest Certificates will, from and after the Tax Credit Conversion Date, be, for all purposes, Current 
Interest Certificates, Principal Strip Certificates and Cash Interest Certificates, respectively, and (iii) if the 
Series A Certificates that have been converted to Current Interest Certificates have not already ceased to be 
“qualified school construction bonds” under Section 54F of the Code as a result of a Determination of Loss 
of Qualified School Construction Bond status, such Series A Certificates, from and after the Tax Credit 
Conversion Date, will cease to be such “qualified school construction bonds.”  If the Series A Certificates are 
converted, in whole or in part, to Current Interest Certificates, any affected Series A Certificates, Principal 
Strip Certificates or Tax Credit Certificates not exchanged for Current Interest Certificates, Principal Strip 
Certificates or Cash Interest Certificates by the Owners of such Certificates will be deemed to have been so 
exchanged, and the registration book of DTC shall reflect that fact.  The Owner of any Principal Strip 
Certificate related to a Current Interest Certificate will be entitled only to the Original Interest Component 
and not to the TCR Interest Component. 

Notice of Conversion.  Upon conversion, the Trustee will send a written notice to the Owners of 
affected Series A Certificates, Principal Strip Certificates and Tax Credit Certificates, stating that (1) as of 
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the Tax Credit Conversion Date, the affected Series A Certificates will have been converted to Current 
Interest Certificates for all purposes in the Trust Agreement and (2) such Owners will be required to deliver, 
on the Tax Credit Conversion Date or as soon thereafter as may be practical, their Series A Certificates, any 
Principal Strip Certificates and Tax Credit Certificates (but only for Tax Credit Allowance Dates occurring 
after the Tax Credit Conversion Date) to the Trustee in exchange for a Current Interest Certificate or 
Certificates, related Principal Strip Certificates and Cash Interest Certificates in authorized denominations in 
the same face amount as the related Series A Certificates, Principal Strip Certificates and Tax Credit 
Certificates.  Upon such conversion, the District will execute and the Trustee will authenticate and deliver to 
the Owners of affected Series A Certificates, Principal Strip Certificates and Tax Credit Certificates, fully 
registered Current Interest Certificates, Principal Strip Certificates and Cash Interest Certificates.  

In addition, in the event that any Tax Credits with respect to Tax Credit Allowance Dates occurring 
or prior to the Tax Credit Conversion Date are determined to be ineligible as Tax Credits as a result of a 
Determination of Loss of Qualified School Construction Bond Status, the District will pay to the Owners (as 
of the applicable Tax Credit Allowance Dates for such disallowed Tax Credits) of the disallowed Tax Credits 
(whether as part of the Series A Certificates or as stripped Tax Credit Certificates), as appropriate, an amount 
equal to the amount of such disallowed Tax Credits, plus interest from the applicable Tax Credit Allowance 
Date to the date of payment, compounded quarterly at the rates equal to the large corporate underpayment 
rates determined from time to time by the Services during such interest compounding period, to be paid on or 
before the January 15th following the next succeeding August 1 after the Date of Determination of Loss of 
Qualified School Construction Bond status. 

Cash Interest Stripping Permitted.  The Current Interest Certificates, if any, will include a Principal 
Component, an Original Interest Component and a Cash Interest Component, and, at the option of an Owner 
of a Current Interest Certificate, the ownership of the Principal Component and Original Interest Component 
may be separated or “stripped” from the ownership Current Interest Certificate.  At any time, by written 
request to the Trustee, the Owner of a Current Interest Certificate may, upon presentation of such Current 
Interest Certificate, direct the Trustee to authenticate and deliver a Principal Strip Certificate in a principal 
amount equal to the Principal Component of the related Series A Certificate and separate Cash Interest 
Certificates. 

Upon receipt of a request to strip the Current Interest Component, the Trustee will (i) authenticate 
and deliver to the Owner so requesting, a Principal Strip Certificate in a principal amount equal to the 
Principal Component of the related Current Interest Certificates; and (ii) authenticate and deliver the Owner 
so requesting, Cash Interest Certificates for each remaining Cash Interest Payment Date in an amount equal 
to twenty-five percent (25%) of the product for (a) the Principal Component of the related Current Interest 
Certificate and (b) the Tax Credit Rate.  Upon any separation of the ownership of the Principal Component of 
a Current Interest Certificate from the related Cash Interest Payments, the Owner of the Principal Strip 
Certificate will be entitled only to the payment of the Principal Component upon maturity and to the related 
Original Interest Component. 

Notwithstanding the separation, if any, of the ownership of the Principal Component of a Current 
Interest Certificate from the related Cash Interest Payment Component, the previously combined Current 
Interest Certificate will remain Outstanding, and the ownership of the Principal Strip Certificates, evidencing 
the right to the related Principal Component and Original Interest Component, and the ownership of the Cash 
Interest Certificates will together constitute such Outstanding Current Interest Certificates. 

Following the Tax Credit Conversion Date, the Owner of a Principal Strip Certificate and of all the 
remaining related Cash Interest Certificates may recombine such securities into unstripped Current Interest 
Certificates, in the same method and with the same effect as provided for recombining Principal Strips and 
Tax Credit Certificates set forth above. 
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The following are definitions of certain terms used in this Official Statement.  All capitalized terms 
not defined below or elsewhere in the Official Statement have the meanings set forth in the Lease or the Trust 
Agreement.  See also “APPENDIX B:  SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.” 

The term “Accountable Event of Loss of Qualified School Construction Bond Status” means (a) any 
act or any failure to act on the part of the District, which act or failure to act is a breach of a covenant or 
agreement of the District contained in the District Resolution, the Trust Agreement, the Lease, the Tax 
Certificate regarding the issuance of the Series A Certificates, or the Series A Certificates and which act or 
failure to act causes the Series A Certificates to lose their status, or fail to qualify, as Qualified School 
Construction Bonds, or (b) the making by the District of any representation contained in the District 
Resolution, the Trust Agreement, the Lease, said Tax Certificate or the Series A Certificates, which 
representation was untrue when made and the untruth of which representation at such time causes the 
Series A Certificates to lose their status, or fail to qualify, as Qualified School Construction Bonds under the 
Code. 

The term “Cash Interest Certificates” means, following the Tax Credit Conversion Date, with respect 
to a converted Series A Certificate, the converted security originally executed and delivered hereunder as 
Tax Credit Certificates, then representing interest payable on each Cash Interest Payment Date. 

The term “Cash Interest Component” means, following the Tax Credit Conversion Date, the 
entitlement of the Owner of the converted Series A Certificate or related Tax Credit Certificate to receive 
interest on each Cash Interest Payment Date. 

The term “Cash Interest Payment Date” means, following the Tax Credit Conversion Date, each 
March 15, June 15, September 15 and December 15, until maturity of the related Current Interest 
Certificates. 

The term “Comparable Treasury Issue” means the U.S. Treasury security or securities selected by 
the Designated Investment Banker which has an actual or interpolated maturity comparable to the remaining 
average life, as of the prepayment date, of the Series A Certificates to be redeemed, and that would be 
utilized in accordance with customary financial practice in pricing new issues of debt securities of 
comparable maturity to the remaining average life, as of the prepayment date, of the Series A Certificates to 
be redeemed. 

The term “Comparable Treasury Price” means (a) if the Designated Investment Banker receives at 
least four Reference Treasury Dealer Quotations, the average of such quotations for the date on which such 
Series A Certificates are to be redeemed, after excluding the highest and the lowest Reference Treasury 
Dealer Quotations, or (b) if the Designated Investment Banker obtains fewer than four Reference Treasury 
Dealer Quotations, the average of all such quotations. 

The term “Date of Loss of Qualified School Construction Bond Status” means the date specified in a 
Determination of Loss of Qualified School Construction Bond Status as the date from and after which the 
Series A Certificates lost their status, or failed to qualify, as Qualified School Construction Bonds as a result 
of an Accountable Event of Loss of Qualified School Construction Bond Status, which date could be as early 
as the date of issuance of the Series A Certificates. 

The term “Designated Investment Banker” means one of the Reference Treasury Dealers designated 
by the District. 

The term “Determination of Loss of Qualified School Construction Bond Status” means (a) a final 
determination by the Service (after the District has exhausted all administrative appeal remedies) determining 
that an Accountable Event of Loss of Qualified School Construction Bond Status has occurred and 
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specifying the Date of Loss of Qualified School Construction Bond Status, or (b) a non-appealable holding 
by a court of competent jurisdiction holding that an Accountable Event of Loss of Qualified School 
Construction Bond Status has occurred and specifying the Date of Loss of Qualified School Construction 
Bond Status. 

The term “Interest Component” means the portion of the Lease Payments, if any, designated as 
interest with respect to the Certificates, which shall be determined by the rate of interest applicable to the 
respective Certificates and shall initially mean the Original Interest Component; following the Tax Credit 
Conversion Date, “Interest Component” shall mean the Original Interest Component plus the Cash Interest 
Component. 

The term “Interest Payment Date” means each June 15 and December 15, commencing June 15, 
2010, or, following the Tax Credit Conversion Date, and relating solely to the Cash Interest Component, 
“Interest Payment Date” means each March 15, June 15, September 15 and December 15; or if any such day 
is not a Business Day, the next succeeding Business Day. 

The term “Prepayment Premium” means, as calculated by the District (or, at the District’s option, by 
its Designated Investment Banker), the greater of (x) zero and (y) an amount calculated as (a) the sum of the 
present values of the remaining scheduled payments of principal of and Tax Credits related to the Series A 
Certificates called for prepayment (exclusive of interest accrued to the date of prepayment), discounted to the 
date of prepayment on a semiannual basis (assuming a 360-day year, consisting of 12 months of 30 days 
each) at a rate per annum equal to the Treasury Rate, minus (b) the principal amount of the Series A 
Certificates called for prepayment. 

The term “Reference Treasury Dealer” means the original underwriter of the Series A Certificates, 
their successors and other firms, as specified by the District from time to time, that are primary U.S. 
government securities dealers in the City of New York, New York; provided, however, that if any such firm 
ceases to be such a primary treasury dealer, the District will substitute another primary treasury dealer for 
such firm. 

The term “Reference Treasury Dealer Quotations” means with respect to each Reference Treasury 
Dealer, the average, as determined by the Designated Investment Banker, of the bid and asked prices for the 
Comparable Treasury Issue (expressed in each case as a percentage of its principal amount), quoted in 
writing to the Designated Investment Banker by such Reference Treasury Dealer at 3:30 p.m., New York 
City time, on the third business day preceding the date on which the Series A Certificates are to be redeemed. 

The term “Tax Credit Conversion Date” means the December 15 following the next succeeding 
August 1 after the Date of Determination of Loss of Qualified School Construction Bond Status. 

The term “TCR Interest Component,” or “Tax Credit Replacement Interest Component” means the 
interest component for Current Interest Certificates established pursuant to the Trust Agreement for interest 
with respect to the Current Interest Certificates or the Cash Interest Certificates following the Tax Credit 
Conversion Date. 

The term “Treasury Rate” means the rate per annum, expressed as a percentage of the principal 
amount of Series A Certificates to be prepaid, equal to the semiannual equivalent yield to maturity or 
interpolated maturity of the Comparable Treasury Issue, assuming that the Comparable Treasury Issue is 
purchased on the prepayment date for a price equal to the Comparable Treasury Price, as calculated by the 
Designated Investment Banker. 
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Prepayment* 

Series A Certificates. 

No Optional or Mandatory Sinking Fund Prepayment.  The Series A Certificates are not subject to 
optional or mandatory sinking fund prepayment prior to their stated maturity.  The principal of all of the 
Series A Certificates matures on December 15, 20__.* 

Extraordinary Mandatory Prepayment from Unexpended Proceeds of the Series A Certificates.  
The Series A Certificates are subject to extraordinary mandatory prepayment, in whole or in part, on 
________ 15, 20____, or, in the event of an extension negotiated with the Service, on a Tax Credit 
Allowance Date that occurs on or before __________ 15, 20__, in authorized denominations, at a 
prepayment price equal to the principal amount of the Series A Certificates called for prepayment, in an 
amount equal to the unexpended proceeds of the sale of the Series A Certificates held by the District, but 
only to the extent that the District fails to expend all of the proceeds of the Series A Certificates within three 
years of issuance thereof and no extension of the period for expenditure has been granted by the Service. 

In the event that the ownership of the Tax Credit Certificates has been separated from the ownership 
of the Series A Certificates and registered separately, the Tax Credit Strips related to the redeemed Principal 
Strips will be called for prepayment in the same manner as the Series A Certificates pursuant to the 
foregoing, and the prepayment price therefor will be allocated to the Principal Strips and the Tax Credit 
Strips in the proportions and values set forth in “APPENDIX H – TABLE OF PREPAYMENT PRICES.” 

Series B Certificates. 

The Series B Certificates are subject to optional prepayment prior to their stated maturities on any 
date, in whole or in part, from any lawfully available moneys of the District, at the prepayment prices stated 
below, plus interest accrued with respect thereto to the date of prepayment. 

Prepayment Dates Prepayment Prices 
  
  
  
  

 
 
Partial Prepayment 

Series A Certificates. 

The Trustee will effect each mandatory prepayment of the Series A Certificates by prepaying pro 
rata from each person who is the Owner of a Series A Certificate to be prepaid on a prepayment date, an 
amount of such Series A Certificates determined by multiplying the principal amount of the Series A 
Certificates to be prepaid on said prepayment date by a fraction, the numerator of which is the principal 
amount of the Series A Certificates owned by such Owner and the denominator of which is the principal 
amount of all the Series A Certificates Outstanding immediately prior to the date of prepayment, and then 
rounding the product down to the next lower integral multiple of $40,000.  The Trustee will apply, to the 
extent possible, any remaining amount of proceeds to prepay such Series A Certificates in Authorized 
Denominations and will select, by lot, the units to be prepaid from all such Owners, which selection shall be 

________________________ 
* Preliminary; subject to change. 
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conclusive.  The Tax Credit Certificates related to the Series A Certificates called for prepayment shall also 
be called for prepayment. 

Prepayment shall be effected in $40,000 increments, so that any Series A Certificate prepaid in part 
shall have a remaining notional amount of $40,000 or an integral multiple thereof. 

Series B Certificates. 

Partial prepayment of the Series B Certificates shall be effected in such manner as directed by the 
District, or in the absence of such direction, as the Trustee may select in any reasonable manner among 
maturities, and by lot within a maturity, in increments of $5,000. 

Notice of Prepayment 

Notice of prepayment of the Certificates will be mailed postage prepaid not less than thirty (30) nor 
more than sixty (60) days prior to the prepayment date (i) by first class mail to the respective Owners of 
Series A Certificates, or if separated, Principal Strips and Tax Credit Strips at the addresses appearing on the 
registration books of the Trustee, and (ii) as may be further required in accordance with the Continuing 
Disclosure Agreement.  See “APPENDIX G:  FORM OF CONTINUING DISCLOSURE AGREEMENT” 
herein. 

Each notice of prepayment shall contain all of the following information:  (i) the date of such notice; 
(ii) the name of the affected Certificates and the date of delivery of the Certificates; (iii) the prepayment date; 
(iv) the prepayment price, if available; (v) the dates of maturity of the Certificates to be redeemed; (vi) if less 
than all of the Certificates are to be prepaid, the distinctive numbers of the Certificates of each maturity to be 
prepaid; (vii) in the case of Certificates prepaid in part only, the respective maturities or portions of the 
principal amount of the Certificates of each maturity to be prepaid; (viii) the CUSIP number, if any, of each 
maturity of Certificates or Principal Strips to be prepaid; and (ix) a statement that such Certificates or, if 
separated, such Principal Strips and Tax Credit Certificates, must be surrendered by the Owners at the 
principal corporate trust office of the Trustee, or at such other place or places designated by the Trustee. 

The actual receipt by any Owner of any Certificate, or, if separated, any Principal Strips and Tax 
Credit Certificates, of notice of such prepayment will not be a condition precedent to prepayment, and failure 
to receive such notice, or any defect in the notice given, will not affect the validity of the proceedings for the 
prepayment of such Certificates. 

When notice of prepayment has been given, substantially as described above, and when the amount 
necessary for the payment of Principal Component, Interest Component and Prepayment Premium, if any, is 
set aside for such purpose, the Certificates designated for prepayment will become due and payable on the 
date fixed for prepayment thereof, and upon presentation and surrender of said Certificates or, if separated, 
said Principal Strips and Tax Credit Certificates, at the place specified in the notice of prepayment, such 
Certificates or, if separated, said Principal Strips and Tax Credit Strips, will be prepaid and paid at the 
prepayment price thereof out of the money provided therefor. 

Rescission of Notice of Prepayment 

Upon notice from the District that the District has cured the conditions that caused the Series A 
Certificates to be subject to extraordinary mandatory prepayment, the District may rescind any such 
prepayment and notice thereof on any date prior to the date fixed for prepayment by causing written notice of 
the rescission to be given to the Owners of the Series A Certificates, any Principal Strips and any Tax Credit 
Certificates so called for prepayment.  Notice of rescission will be given in the same manner in which notice 
of prepayment was originally given. 

193



 

75857527.2  16 

Defeasance 

The Trust Agreement provides for the defeasance of the Certificates upon satisfaction of certain 
terms, set forth under “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS – TRUST AGREEMENT – 
Defeasance” in APPENDIX B. 

THE DISTRICT WILL NOT CAUSE ALL OR ANY PORTION OF THE SERIES A 
CERTIFICATES TO BE DEFEASED AND DEEMED PAID UNLESS, PRIOR TO SUCH ACTION, 
THE DISTRICT SHALL HAVE OBTAINED A RULING OR OTHER OFFICIAL 
PRONOUNCEMENT FROM THE SERVICE TO THE EFFECT THAT SUCH DEFEASANCE 
WILL NOT CAUSE A LOSS OF THE TAX CREDITS ASSOCIATED WITH THE SERIES A 
CERTIFICATES. 

Mandatory Sinking Fund Deposits 

Although the Series A Certificates are not subject to mandatory sinking fund prepayment, the 
District has covenanted to set aside deposits from its annual Lease Payments in the following annual amounts 
into a subaccount established within the interest and sinking fund of the District, to be applied to the payment 
of the principal amount of the Series A Certificates or the Principal Strip, at maturity, as follows: 

Fiscal Year Mandatory Sinking Fund Deposit 

  
  
  
  
  
  

 
Trustee 

U.S. Bank National Association has been appointed as Trustee for the Certificates under the Trust 
Agreement.  The Trustee may resign or be removed or replaced by the District as provided in the Trust 
Agreement.  For so long as U.S. Bank National Association is Trustee, its principal corporate trust office 
shall be 633 West Fifth Street, 24th Floor, Los Angeles, California 90071, or such other address as the 
Trustee may designate.  See “APPENDIX B:  SUMMARY OF PRINCIPAL LEGAL DOCUMENTS – 
TRUST AGREEMENT” for a summary of the rights, duties and obligations of the Trustee. 
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Estimated Sources and Uses of Funds 

The net proceeds of the Series A Certificates are expected to be applied as follows: 
  

Estimated Sources and Uses of Funds 
 

Sources of Funds  

 Principal Amount of Series A Certificates  
 [Principal Amount of Series B Certificates]  
 Total Sources   

Uses of Funds  

 Deposit to Building Fund  
 Deposit to Reserve Fund  
 Costs of Issuance(1)  
 [Bond Insurance Premium]  

 Total Uses  

_________________________  
(1) Costs of Issuance includes Underwriter’s Discount, Special Counsel fees, Disclosure Counsel Fees, rating agency fees, Financial 

Advisor fees,  printing fees, and other issuance expenses, Bond Insurance, if purchased, will be paid by the 2009 Series B 
Certificates.  See “PLAN OF FINANCE.”   

  

SECURITY AND SOURCES OF PAYMENT 

General 

In order to provide sufficient funds for repayment of principal and prepayment value of the 
Certificates, the District will issue the Certificates in the form of certificates of participation, with each 
Certificate evidencing proportionate interests of the registered owners thereof (the “Owners”) in lease 
payments (the “Lease Payments”) to be made by the District, pursuant to a Lease Agreement, dated as of 
December 1, 2009 (the “Lease”), between the Inyo-Kern Schools Financing Authority, as lessor (the 
“Authority”), and the District, as lessee, for the use and occupancy of certain real property of the District (see 
“PLAN OF FINANCE – Leased Property” herein).  The Leased Property consists of certain real property 
owned by the District and used to support its public education activities.  The District intends to apply the net 
proceeds of the sale of the Series A Certificates to (i) finance the modernization, equipping, furnishing and/or 
improving of certain capital facilities of the District, [(ii) fund a Reserve Fund for the Series A Certificates, 
and (iii) pay costs of delivery of the Series A Certificates.]  [The proceeds of the Series B Certificates would 
be applied to pay the bond insurance premium, if such bond insurance is purchased, to fund a reserve fund, 
and/or to provide for other costs and expenses associated with the execution and delivery of the Certificates.]  
Capitalized terms used, but not otherwise defined, herein shall have the meanings assigned thereto in 
“APPENDIX B:  SUMMARY OF PRINCIPAL LEGAL DOCUMENTS – DEFINITIONS.” 

The Certificates are being executed and delivered pursuant to a Trust Agreement, dated as of 
December 1, 2009 (the “Trust Agreement”), by and among the District, the Authority and U.S. Bank 
National Association, as trustee (the “Trustee”).  Pursuant to the Lease, the District will lease the Leased 
Property from the Authority.  The District is required under the Lease to pay Lease Payments for the use and 
possession of the Leased Property and to pay any taxes and assessments and the cost of maintenance and 
repair of the Leased Property.  See “APPENDIX B:  SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 
– THE LEASE – Maintenance, Utilities, Taxes and Assessments.” 
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Pursuant to an Assignment Agreement, dated as of December 1, 2009 (the “Assignment 
Agreement”), by and between the Authority and the Trustee, the Authority will assign to the Trustee, for the 
benefit of the Owners of the Certificates, substantially all of its rights under the Lease, including its rights (i) 
to receive and collect certain payments received pursuant to the Lease, including the Lease Payments, (ii) to 
receive and collect the proceeds of any insurance maintained under the Lease, or any condemnation award 
rendered with respect to the Leased Property, and (iii) to exercise such rights and remedies conferred on the 
Authority pursuant to the Lease as may be necessary or convenient to enforce payment of the Lease 
Payments and any other amounts required to be deposited in the funds and accounts established under the 
Trust Agreement, or otherwise to protect the interests of the Owners of the Certificates in the event of a 
default by the District under the Lease.  All rights assigned by the Authority pursuant to the Assignment 
Agreement shall be administered by the Trustee in accordance with the provisions of the Trust Agreement 
for the equal and proportionate benefit of all Owners.  

The Lease Payments are designed, in both time and amount, to pay, when due, the principal and 
interest with respect to the Certificates.  The District has covenanted under the Lease to make Lease 
Payments and Additional Payments (as defined below) for the use of the Leased Property and to take such 
action each year as may be necessary to include all Lease Payments and Additional Payments in its annual 
budgets (but, with respect to Additional Payments, only to the extent the amounts of such Additional 
Payments are known to the District at the time its annual budget is proposed) and to appropriate annually an 
amount necessary to make such Lease Payments and Additional Payments.  See “PLAN OF FINANCE – 
Leased Property” for a description of the real property and improvements thereon that is the subject matter of 
the Lease. 

The amounts payable to the Trustee are to be used to make the payments of principal and interest 
with respect to the Certificates.  Under California law, even though the Lease becomes effective as of the 
date of the Certificates, the obligation of the District to make Lease Payments (other than to the extent that 
funds to make Lease Payments are available in the Lease Payment Fund or the Reserve Fund) must be abated 
in whole or in part if the District does not have substantial use and possession of the Leased Property.  See 
“RISK FACTORS – Abatement” herein. 

The obligation of the District to make Lease Payments is not a general obligation of the District 
and the District’s obligation to make Lease Payments does not constitute an obligation for which the 
District is obligated to levy or pledge any form of taxation.  Neither the Certificates nor the obligation 
of the District to make Lease Payments constitutes a debt of the District, the Authority, the County of 
Kern, the State of California or any of its political subdivisions within the meaning of any 
Constitutional or statutory debt limitation or restriction. 

Lease Payments 

Subject to the provisions of the Lease regarding abatement in the event of substantial interference 
with the use of any portion of the Leased Property (see “RISK FACTORS – Abatement” herein) and 
prepayment of Lease Payments (see the provisions under “THE CERTIFICATES – Prepayment” herein), the 
District agrees to pay to the Authority, its successors and assigns, as annual rental for the use of the Leased 
Property, the Lease Payments (denominated into components of principal and interest) to be due and payable 
on the 15th day of the month prior to each Payment Date which are sufficient in both time and amount to pay 
when due the principal and interest represented by the Certificates. 

Any amount held in the Lease Payment Fund on any Lease Payment Date (other than amounts 
resulting from the prepayment of the Lease Payments in part but not in whole pursuant to the Lease and other 
amounts required for payment of past due principal or interest with respect to any Certificates not presented 
for payment) shall be credited towards the Lease Payment then due and payable (see “RISK FACTORS – 
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Abatement” herein).  No Lease Payment need be made on any Lease Payment Date if the amounts then held 
in the Lease Payment Fund are at least equal to the Lease Payment then required to be paid. 

Additional Payments 

The District shall pay such amounts (“Additional Payments”) as shall be required for the payment of 
all administrative costs relating to the Leased Property or the Certificates, including without limitation all 
expenses, compensation and indemnification of the Trustee payable by the District under the Trust 
Agreement, fees of auditors, accountants, attorneys or engineers, and all other necessary administrative costs 
of the District or Authority or charges required to be paid in order to maintain its existence or to comply with 
the terms of the Certificates or of the Trust Agreement or to indemnify the Authority and its officers and 
directors.  All such Additional Payments to be paid shall be paid when due directly by the District to the 
respective parties to whom such Additional Payments are owing. 

Reserve Fund 

The Trust Agreement requires the establishment of a Reserve Fund in an amount equal to the 
Reserve Requirement.  If the District reduces the amount of Certificates Outstanding through optional or 
mandatory prepayment, the amounts in the Reserve Fund may, at the direction of the District, decrease 
proportionately.   

Insurance by the District 

Pursuant to the Lease, the District will obtain one or more [CLTA] [ALTA] title policies insuring the 
District’s interest in the Leased Property.  The Lease requires that the District maintain rental interruption 
insurance to insure against loss, total or partial, of rental income from any portion of the Leased Property in 
an amount equal to 24 months of Lease Payments.  The District is obligated to obtain a standard 
comprehensive general public liability and property damage insurance policy, theft insurance, insurance 
against fire, lightning or flood damage (if reasonably necessary), including extended coverage and vandalism 
and malicious mischief insurance, boiler and machinery coverage against loss or damage by explosion of 
steam boilers, and workers’ compensation insurance.  The District may also maintain such insurance (except 
rental interruption and title insurance) through a program of self-insurance under certain conditions.  See 
“APPENDIX B:  SUMMARY OF PRINCIPAL LEGAL DOCUMENTS – THE LEASE AGREEMENT – 
Insurance.” 

The proceeds of any rental interruption insurance will be deposited in the Lease Payment Fund to be 
credited towards the payment of the Lease Payments.  The Lease requires the District promptly to remit to 
the Trustee the Net Proceeds of any insurance award either to replace or repair the Leased Property or to 
prepay the Certificates, for deposit by the Trustee into the Net Proceeds Fund.  The amount of Lease 
Payments and Additional Payments due under the Lease may be reduced during any period in which material 
damage or destruction to all or part of the Leased Property substantially interferes with the District’s use and 
possession thereof, except for rental proceeds.  See “RISK FACTORS – Abatement” herein. 

The District is not purchasing earthquake insurance to cover casualties or other losses with respect to 
any portion of the Leased Property.  As a result, rental interruption insurance will not be available in the 
event of earthquake damage to the Leased Property that interferes with the District’s substantial use and 
possession of the Leased Property.  Neither the Trust Agreement nor the Lease requires the District to obtain 
earthquake insurance with respect to the Leased Property.  See “RISK FACTORS – No Earthquake 
Insurance” and “RISK FACTORS – No Flood Insurance.” 
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Certificate Insurance 

In the event of default of the payment of scheduled principal or interest with respect to the 
Certificates when all or some becomes due, the Trustee on behalf of the Owners of such Certificates may 
have a claim under any applicable policy of municipal bond insurance with respect to the Certificates.  Any 
such policy (the “Policy”) would not insure the payment of prepayment premium, if any, with respect to the 
Certificates or payments principal or interest on other than scheduled dates (i.e., not in connection with 
optional prepayments or acceleration). 

In the event the provider of any Policy (the “Insurer”) is unable to make a scheduled payment of 
principal or interest with respect to the Certificates as such payments become due under the Policy, the 
Certificates would be payable solely from the moneys in the Lease Payment Fund.  In the event the Insurer 
becomes obligated to make payments with respect to the Series A Certificates, no assurance is given that 
such event will not adversely affect the market price of the Series A Certificates or the marketability 
(liquidity) of the Certificates.  See “CERTIFICATE INSURANCE” and “RATING” herein. 

CERTIFICATE INSURANCE 

The following information has been furnished by the Insurer for use in this Official Statement.  Such 
information has not been independently confirmed or verified by the District or the Underwriter.  No 
representation is made herein by the District or the Underwriter as to the accuracy or adequacy of such 
information subsequent to the date hereof or that the information contained and incorporated herein by 
reference is correct.  Reference is made to Appendix I for a specimen of the Insurer’s Policy. 

[TO COME, AS APPLICABLE] 

CONSTITUTIONAL AND STATUTORY PROVISIONS 
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS 

The primary source of revenue for the payment of Lease Payments will be the general fund of the 
District.  Amounts available to the District for such payment will vary, dependent in large part upon funding 
available from the State of California.  See “APPENDIX A:  FINANCIAL AND DEMOGRAPHIC 
INFORMATION RELATING TO THE DISTRICT – State Funding of Education.” 

Article XIIIA of the California Constitution.  Article XIIIA of the California Constitution 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 and on bonded indebtedness for the acquisition or improvement of real property which has 
been approved on or after July 1, 1978 by two-thirds of the voters on such indebtedness.  Article XIIIA 
defines full cash value to mean “the county assessor’s valuation of real property as shown on the 1975-76 tax 
bill under “full cash value,” or thereafter, the appraised value of real property when purchased, newly 
constructed, or a change in ownership have occurred after the 1975 assessment.”  The 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. 
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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 “status.”  Any such allocation made to a local agency 
continues as part of its allocation in future years. 

Article XIIIB of the California Constitution.  In 1979, an initiative added Article XIIIB to the State 
Constitution (“Article XIIIB”).  Under Article XIIIB, 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.  The so-called “Right to Vote on 
Taxes Act” (“Proposition 218”) was approved by the voters in 1996.  Proposition 218 added Articles XIIIC 
and XIIID to the State Constitution, which contain a number of provisions affecting the ability of local 
agencies, including school districts, to levy and collect both existing and future taxes, assessments, fees and 
charges.  Among other things, Article XIIIC establishes that every tax is either a “general tax” (imposed for 
general governmental purposes) or a “special tax” (imposed for specific purposes); prohibits special purpose 
government agencies such as school districts from levying general taxes; and prohibits any local agency from 
imposing, extending or increasing any special tax beyond its maximum authorized rate without a two-thirds 
vote.  Article XIIIC also provides that no tax may be assessed on property other than ad valorem property 
taxes imposed in accordance with Articles XIII and XIIIA of the California Constitution and special taxes 
approved by a two-thirds vote under Article XIIIA, Section 4. 

Article XIIIC also provides that the initiative power shall not be limited in matters of reducing or 
repealing local taxes, assessments, fees and charges.  The State Constitution and the laws of the State impose 
a mandatory, statutory duty on a county treasurer-tax collector to levy a property tax sufficient to pay debt 
service on general obligation bonds coming due in each year.  The initiative power cannot be used to reduce 
or repeal the authority and obligation to levy such taxes which are pledged as security for payment of general 
obligation bonds or to otherwise interfere with performance of the mandatory, statutory duty of the District 
and the County with respect to such taxes which are pledged as security for payment of the general 
obligation bonds.  Legislation adopted in 1997 provides that Article XIIIC shall not be construed to mean 
that any owner or beneficial owner of a municipal security assumes the risk of or consents to any initiative 
measure which would constitute an impairment of contractual rights under the contracts clause of the U.S. 
Constitution. 

Article XIIID deals with assessments and property-related fees and charges.  Article XIIID explicitly 
provides that nothing in Article XIIIC or XIIID shall be construed to affect existing laws relating to the 
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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 Series A 
Certificates. 

Proposition 62.  In 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 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 Series A Certificates. 

Proposition 98.  In 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 1”), (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 enrollment (“Test 2”), 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 3”).  Under Test 3, schools 
would receive the amount appropriated in the prior year 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 the 1988-89 fiscal year, implementing 
Proposition 98, determined the K-14 districts’ funding guarantee under Test 1 to be 40.3% of the State 
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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 Governor 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 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 the 1995-96 fiscal year 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 has 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.  There are also new initiatives to improve reading skills and to 
upgrade technology in high schools, as well as numerous programs approved by the State Budget Act for 
Fiscal Year 1999-2000 and proposed for Fiscal Year 2001-02.  The economy of the State has slowed and the 
State is experiencing severe budget shortfalls.  For a discussion of State funding of the District, see 
“APPENDIX A:  FINANCIAL AND DEMOGRAPHIC INFORMATION RELATING TO THE DISTRICT 
– State Funding of Education.”  See also “RISK FACTORS – Economic Conditions in California” and “– 
Future State Budgets.” 

Proposition 39.  On November 7, 2000, California voters approved Proposition 39, called the 
“Smaller Classes, Safer Schools and Financial Accountability Act” (the “Smaller Classes Act”) which 
amends Section 1 of Article XIIIA, Section 18 of Article XVI of the California Constitution and 
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Section 47614 of the California Education Code and allows an alternative means of seeking voter approval 
for bonded indebtedness by 55 percent of the vote, rather than the two-thirds majority required under 
Section 18 of Article XVI of the Constitution.  The 55 percent voter requirement applies only if the bond 
measure submitted to the voters includes, among other items: (1) a restriction that the proceeds of the bonds 
may be used for “the construction, reconstruction, rehabilitation, or replacement of school facilities, 
including the furnishing and equipping of school facilities, or the acquisition or lease of real property for 
school facilities,” (2) a list of projects to be funded and a certification that the school district board has 
evaluated “safety, class size reduction, and information technology needs in developing that list” and (3) that 
annual, independent performance and financial audits will be conducted regarding the expenditure and use of 
the bond proceeds. 

Section 1(b)(3) of Article XIIIA has been added to except from the one percent ad valorem tax 
limitation under Section 1(a) of Article XIIIA of the Constitution levies to pay bonds approved by the 55 
percent of the voters, subject to the restrictions explained above. 

The Legislature enacted AB 1908, Chapter 44, which became effective upon passage of 
Proposition 39 and amends various sections of the Education Code.  Under amendments to Section 15268 
and 15270 of the Education Code, the following limits on ad valorem taxes apply in any single election: (1) 
for a school district, indebtedness shall not exceed $30 per $100,000 of taxable property, (2) for a unified 
school district, indebtedness shall not exceed $60 per $100,000 of taxable property, and (3) for a community 
college district, indebtedness shall not exceed $25 per $100,000 of taxable property.  Finally, AB 1908 
requires that a citizens’ oversight committee must be appointed who will review the use of the bond funds 
and inform the public about their proper usage. 

Proposition 1A.  Proposition 1A (SCA 4), proposed by the Legislature in connection with the 
2004-05 Budget Act and approved by the voters in November 2004, provides that the State may not reduce 
any local sales tax rate, limit existing local government authority to levy a sales tax rate or change the 
allocation of local sales tax revenues, subject to certain exceptions.  Proposition 1A generally prohibits the 
State from shifting to schools or community colleges any share of property tax revenues allocated to local 
governments for any fiscal year, as set forth under the laws in effect as of November 3, 2004.  Any change in 
the allocation of property tax revenues among local governments within a county must be approved by two-
thirds of both houses of the State Legislature.  Proposition 1A provides, however, that beginning in fiscal 
year 2008-09, the State may shift to schools and community colleges up to 8% of local government property 
tax revenues, which amount must be repaid, with interest, within three years, if the Governor proclaims that 
the shift is needed due to a severe state financial hardship, the shift is approved by two-thirds of both houses 
of the State Legislature and certain other conditions are met.  The State may also approve voluntary 
exchanges of local sales tax and property tax revenues among local governments within a county.  
Proposition 1A also provides that if the State reduces the Vehicle License Fee rate from 0.65 percent of 
vehicle value, the State must provide local governments with equal replacement revenues.  Further, 
Proposition 1A requires the State, beginning June 1, 2009, to suspend State mandates affecting cities, 
counties and special districts, schools or community colleges, excepting mandates relating to employee 
rights, in any year that the State does not fully reimburse local governments for their costs of compliance 
with such mandates. 

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. 
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RISK FACTORS 

The following factors, along with the other information in this Official Statement, should be 
considered by potential investors in evaluating any purchase of the Certificates.  See “INTRODUCTION – 
Certain Investor Considerations Regarding Series A Certificates” herein. 

General Considerations – Security for the Certificates 

The obligation of the District to make the Lease Payments or to make Additional Payments does not 
constitute an obligation of the District to levy or pledge any form of taxation or for which the District has 
levied or pledged any form of taxation.  Neither the Certificates nor the obligation of the District to make 
Lease Payments under the Lease constitutes a debt of the District, the State, or any of their respective 
political subdivisions, within the meaning of any constitutional or statutory debt limitation or restriction.  The 
obligation of the District to make Lease Payments and Additional Payments is in consideration of the right of 
the District to the use and possession of the Leased Property. 

Although the Lease does not create a pledge, lien or encumbrance upon the funds of the District, the 
District is obligated under the Lease to pay the Lease Payments and Additional Payments from any source of 
legally available funds and the District covenants in the Lease that, for so long as the Leased Property is 
available for its use, it will make the necessary annual appropriations within its budgets for Lease Payments 
and Additional Payments.  The District is currently liable and may become liable on other obligations 
payable from general revenues, such as employee salaries and benefits and repayment of tax and revenue 
anticipation notes, some of which may have a priority over the Lease Payments and Additional Payments.  
Furthermore, the District has reserved the right to cause the Trustee to execute and deliver Additional 
Certificates in accordance with the Trust Agreement.  All Additional Certificates and similar general fund 
obligations of the District would be parity obligations with the Certificates offered hereunder. 

The District has the capacity to enter into other obligations which may constitute additional charges 
against its revenues.  To the extent that additional obligations are incurred by the District, the funds available 
to make Lease Payments and Additional Payments may be decreased.  In the event the District’s revenue 
sources are less than its total obligations, the District could choose to fund other activities before making 
Lease Payments and Additional Payments and other payments due under the Lease. 

Abatement 

The current annual fair rental value of the Leased Property at least equals the annual Lease 
Payments.  During any period in which, by reason of damage, destruction or taking by eminent domain or 
condemnation, there is substantial interference with the use and possession of any portion of the Leased 
Property, the obligation of the District to pay Lease Payments will be abated to the extent that the fair rental 
value of the remaining portion of the Leased Property is insufficient.  The amount of any such abatement is 
determined by the District such that the resulting Lease Payments represent fair rental value for the use and 
possession of the portion of the Leased Property not damaged, destroyed, or taken.  Such abatement will 
commence with such damage, destruction or taking and end with the substantial completion of the 
replacement or repair. 

During abatement, available moneys on deposit in the Lease Payment Fund and the Reserve Fund 
and any other legally available sources of money, including without limitation proceeds of rental interruption 
insurance, will be applied to pay the Lease Payments.  In the event fair rental value at the time of any 
cessation of such abatement is greater than the fair rental value represented by the Lease Payments, the Lease 
Payments will be increased to reflect such incremental value so that all amounts abated will, to the extent 
permissible by law, be recouped during the remaining term of the Lease.  The District will also maintain or 
cause to be maintained, from the date of delivery of the Certificates, rental interruption insurance to cover 
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loss of use of any portion of the Leased Property in an amount adequate to cover 24 months of Lease 
Payments (calculated assuming that the accrued Lease Payment amount consists of twelve equal monthly 
deposits). 

Notwithstanding the foregoing, the resulting payments made under the Lease may not be sufficient to 
pay the remaining principal and interest with respect to the Certificates. 

Other Limitations on Liability 

Although the District covenants to budget and appropriate annually to provide for Lease Payments, 
the District has not pledged its full faith and credit to such payments.  In the event that the District’s revenue 
sources are less than its total obligations in any year, the District could choose to fund other District services 
before paying its Lease Payments. 

The enforceability of the rights and remedies of the Owners of the Certificates, and the obligations 
incurred by the District, may become subject to the following:  the Federal Bankruptcy Code and applicable 
bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or affecting the enforcement 
of creditors’ rights generally, now or hereafter in effect; usual 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; and the reasonable and necessary exercise, in certain exceptional 
situations, of the police powers inherent in the sovereignty of the State of California and its governmental 
bodies in the interest of serving a significant and legitimate public purpose.  Bankruptcy proceedings, or the 
exercise of powers by the federal or state government, if initiated, could subject the Owners 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. 

Constitutional School Funding Guarantee; State of California Finances 

The K-12 school funding guarantee provided under Proposition 98 (see discussion under  
“CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND 
APPROPRIATIONS”) is subject to suspension by the State Legislature, with the Governor’s concurrence, 
for a one-year period, and any corresponding reduction for that year will not be paid in subsequent years.  
Also, under the “third test” of Proposition 111, amending Proposition 98, cost of living adjustments may be 
limited in times of economic downturn.  See the caption “Application of Constitutional and Statutory 
Provisions.” 

Application of Constitutional and Statutory Provisions 

The application of Proposition 98 and other statutory regulations has become increasingly difficult to 
predict accurately in recent years.  One major reason is that the Proposition 98 minimums described in 
“CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND 
APPROPRIATIONS” are dependent on State General Fund revenues.  In the early 1990’s, 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 those years, the State considered the amounts appropriated above the 
minimum as a loan to K-14 districts, and deducted the value of these loans from the next year’s estimated 
Proposition 98 minimums. 

In addition, a substantial portion of each annual budget of the District is composed of moneys 
apportioned to the District by the State of California.  Currently, their have been a number of adverse effects 
on the budgets of school and community college districts caused by the general economic downturns in the 
State of California and the State’s own budget difficulties.  See the caption, “State Funding of Education” in 
APPENDIX A.  Continued adverse economic conditions and reduced revenues at the State level could have 

204



 

75857527.2  27 

future, unpredictable, negative effects upon the amount by which and the way in which the District receives 
money from the State.  See also “– Economic Conditions in California” below. 

No Acceleration Upon Default 

In the event of a default, there is no available remedy of acceleration of the total Additional 
Payments due over the term of the Lease or any acceleration of the Lease Payments.  The District will only 
be liable for Additional Payments and Lease Payments on an annual basis, and the Trustee would be required 
to seek a separate judgment in each fiscal year for such fiscal year’s Lease Payments and Additional 
Payments.  THE TRUSTEE MAY NOT DECLARE THE CERTIFICATES TO BE DUE AND 
PAYABLE AND ACCELERATE PAYMENT OF THE CERTIFICATES. 

Self-Insurance 

The District may self-insure for all insurance with the exception of rental interruption and title 
insurance.  Should the District self-insure, no assurance can be given that such self-insurance at the time of 
any casualty or loss will be adequate to cover any claims that may arise.  For a discussion of (i) the insurance 
requirements for the Leased Property, and (ii) the conditions under which the District is permitted to self-
insure, see “APPENDIX B:  SUMMARY OF PRINCIPAL LEGAL DOCUMENTS – Insurance by the 
District.”  For a general description of the District’s insurance and risk management programs, see 
“APPENDIX A:  FINANCIAL AND DEMOGRAPHIC INFORMATION RELATING TO THE DISTRICT 
– Insurance” and “APPENDIX D:  SELECTED INFORMATION FROM AUDITED FINANCIAL 
STATEMENTS OF THE DISTRICT FOR THE FISCAL YEAR ENDED JUNE 30, 2008.” 

Limited Recourse on Default 

The enforcement of any remedies provided in the Lease and Trust Agreement could prove both 
expensive and time-consuming.  Although the Lease provides that, if the District defaults the Trustee may 
repossess the Leased Property and relet it, portions of the Leased Property may not be easily recoverable, and 
even if recovered, could be of little value to others.  Additionally, the Trustee may have limited ability to 
relet the Leased Property to provide a source of rental payments sufficient to pay the principal represented by 
the Certificates.  The Trustee is not empowered to sell the Leased Property for the benefit of the Owners.  In 
addition, due to the essential government functions of the Leased Property, it is not certain whether a court 
would permit the exercise of the remedies of repossession and re-letting with respect thereto. 

Economic Conditions in California 

In the early 1990s, an economic recession and a State budget imbalance resulted in K-12 school 
districts receiving no increase in per-student funding from the State.  Per-student spending was essentially 
frozen during this period, with no cost-of-living adjustments.  In the late 1990s and early 2000s, increasing 
State revenues improved the funding for K-12 school districts.  However, the State economy has since 
deteriorated and the State is experiencing severe budget shortfalls.  Recent years have seen frequent 
disruptions in State personal income taxes, sales and use taxes, and corporate taxes, making it increasingly 
difficult for the State to meets its Proposition 98 funding mandate, which normally comprises approximately 
45% of all State general fund revenues, while providing for other fixed State costs, priority programs and 
services.  Because education funding constitutes a substantial part of the State’s general fund expenditures, it 
is at the core of annual budget negotiations and adjustments.  See “APPENDIX A:  FINANCIAL AND 
DEMOGRAPHIC INFORMATION RELATING TO THE DISTRICT – State Assistance” herein.  
Decreases in State revenues and budget shortfalls may significantly affect appropriations made by the State 
to school districts, and the timing of payment to school districts by the State may depend upon the ability of 
the State to access the credit markets with respect to its own cash flow borrowings.  In the event that State 
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monies are not available to meet obligations in a timely manner, school funding along with certain other 
services, are given priority under the State Constitution. 

Effect of Foreclosures on ADA 

Foreclosure rates have increased in the County as a result of the current economic downturn and 
related housing market crisis.  The relatively high percentage of home mortgages which have been the 
subject of foreclosure actions within the County has resulted in a high percentage of vacancies in single-
family homes within the District, while at the same time shrinking loan markets have made it difficult for 
new homebuyers to purchase within the District, even with resulting home prices.  The consequence of these 
conditions has been to reduce the number of families with school age children within the District, which has 
the similar effect upon average daily attendance (“ADA”).  Inasmuch as ADA comprises the largest source 
of District General Fund moneys for its unrestricted General Fund expenditures and to meet its General Fund 
budget, a significant decrease in ADA resulting from foreclosure could therefore negatively impact the 
District’s budget.  The District is not able to predict the number of foreclosures which will occur within the 
District during the term of the Certificates.  See “APPENDIX A:  FINANCIAL AND DEMOGRAPHIC 
INFORMATION RELATING TO THE DISTRICT – State Funding of Education” for more information on 
the calculation of revenue limit funding and ADA. 

Future State Budgets 

Historically, approximately 90% of the District’s annual general fund revenues have consisted of 
payments from the State.  While the California Constitution contains certain minimum funding requirements 
for public education (“Proposition 98”), State funding can be affected by a number of factors including poor 
performance of the California economy. 

The State has in past years experienced budgetary difficulties and has balanced its budget by 
requiring local political subdivisions to fund certain costs theretofore borne by the State.  The State budget 
for fiscal year 2009-10 was once again adopted after the June 30 deadline.  No prediction can be made as to 
whether the State will take further measures to resolve its current projected budget deficit for the 2009-10 
fiscal year which would, in turn, adversely affect the cash flows for the District that have been projected for 
that fiscal year.  Further State actions taken to address its budgetary difficulties could have the effect of 
reducing K-14 support indirectly, and the District is unable to predict the nature, extent or effect of such 
reductions.  See “APPENDIX A:  FINANCIAL AND DEMOGRAPHIC INFORMATION RELATING TO 
THE DISTRICT – State Assistance – Budget Reform and 2009 Budget Act.” 

In addition, the District cannot predict the effect that the general economic conditions within 
the State and the State’s budgetary problems may have in the future on the District budget or 
operations or on its ability to make payments of principal and interest with respect to the Certificates. 

Investment of District’s General Fund 

While Series A Certificate proceeds, Lease Payments and any Additional Payments paid to the 
Trustee pursuant to the Lease will be entirely held in trust by the Trustee pursuant to the Trust Agreement, 
the District’s general operating fund is held and invested by the Treasurer and Tax Collector of Kern County 
(the “County”).  See “APPENDIX F:  THE COUNTY OF KERN TREASURER’S QUARTERLY 
INVESTMENT REPORT QUARTER ENDING JUNE 30, 2009.”  For a description of the District’s general 
fund, see “APPENDIX A:  FINANCIAL AND DEMOGRAPHIC INFORMATION RELATING TO THE 
DISTRICT.” 
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No Liability by the Authority to the Owners 

Except as expressly provided in the Trust Agreement, the Authority shall not have any obligation or 
liability to the Owners of the Certificates with respect to the payment when due of the Lease Payments by the 
District, or with respect to the performance by the District of other agreements and covenants required to be 
performed by it contained in the Lease or the Trust Agreement, or with respect to the performance by the 
Trustee of any right or obligation required to be performed by it contained in the Trust Agreement. 

No Earthquake Insurance 

The District has not purchased earthquake insurance for the Leased Property, nor is it required to do 
so under the terms of the Lease.  It is possible that an earthquake affecting the Leased Property could 
interfere with the District’s ability to use the Leased Property.  Depending on its severity, an earthquake 
could result in abatement under the Lease.  See “RISK FACTORS – Abatement” herein. 

No Flood Insurance 

The District has not purchased flood insurance for the Leased Property, nor is it required to do so 
under the terms of the Lease.  The Leased Property is not located in a flood plain.  It is possible that a flood 
could interfere with the District’s ability to use the Leased Property.  Depending on its severity, a flood could 
result in abatement under the Lease.  See “RISK FACTORS – Abatement” herein. 

Hazardous Substances 

Owners and operators of real property may be required by law to remedy conditions of the property 
relating to releases or threatened releases of hazardous substances.  The federal Comprehensive 
Environmental Response, Compensation and Liability Act of 1980, sometimes referred to as “CERCLA” or 
the “Superfund Act,” is the most well-known and widely applicable of these laws.  In addition, California 
laws impose particular requirements with regard to hazardous substances.  Under many of these laws, the 
owner (or operator) is obligated to remedy a hazardous substance condition of property whether or not the 
owner (or operator) has anything to do with creating or handling the hazardous substance.  Further, such 
liabilities may arise not simply from the existence of a hazardous substance but from the method of handling 
it.  All of these possibilities could significantly affect the financial and legal ability of the property owner or 
operator to develop the affected property or other adjacent property, and the value of the affected property or 
adjacent property.  The District has no actual knowledge of existing hazardous substances on or near the 
Leased Property. 

THE AUTHORITY 

The Inyo-Kern Schools Financing Authority was established in 1990 pursuant to the Joint Exercise 
of Powers Act, Articles 1 and 4 (commencing with Section 6500) of Chapter 5, Division 7, Title 1 of the 
California Government Code (the “Act”).  The Authority was formed to provide assistance for the 
educational purposes of the Sierra Sands Unified School District and the Lone Pine Unified School District 
(“Lone Pine”), including but not limited to (a) providing financial assistance relating to the construction of 
school facilities to be used by or for the benefit of the District or Lone Pine, (b) providing for payment of 
working capital requirements of the District or Lone Pine, (c) the operation of such school facilities, (d) 
business consulting services for the District, Lone Pine or any other school district in the State of California, 
(e) establishment and operation of athletic programs and events, and (f) providing support services for the 
District, Lone Pine or any other school district in the State.  The Authority is governed by a board of 
directors consisting of all of the members of the Board of Education of the District, ex officio, together with 
one member of the Board of Education of Lone Pine, as may be designated by such board. 
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THE DISTRICT 

A brief description of the District, together with current information concerning its economy and 
governmental organization, its major revenue sources, funds and indebtedness is set forth in APPENDIX A 
hereto. 

FEDERAL TAX CREDITS 

This section summarizes certain material federal income tax consequences relating to an 
investment in the Series A Certificates.  The summary only addresses such consequences to initial 
purchasers of the Series A Certificates and is based upon the current provisions of the Code, its 
legislative history, treasury regulations, administrative pronouncements and judicial decisions, all of 
which are subject to change, possibly with retroactive effect.  This summary does not purport to be a 
complete discussion of all federal income tax consequences relating to making an investment in the 
Series A Certificates.  The following discussion of Federal Tax Credits was written to support the 
promotion and marketing of the Series A Certificates and was not intended or written to be used, and 
cannot be used, by a taxpayer for the purpose of avoiding United States federal income tax penalties 
that may be imposed. Each taxpayer should seek advice based on the taxpayer’s particular 
circumstances from an independent tax advisor. 

Tax Opinion 

In the opinion of Fulbright & Jaworski L.L.P., Special Counsel to the District (“Special Counsel”), 
based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other 
matters, the accuracy of certain representations and compliance with certain covenants, the Series A 
Certificates are “qualified school construction bonds” within the meaning of Section 54F of the Code.  
Owners of Tax Credit Certificates, whether held as Tax Credit Strips or as part of the Series A Certificates, 
as of the applicable credit allowance date (defined in Section 54A of the Code) are entitled, subject to the 
limitations of Code Section 54A, assuming compliance by the District with the requirements described 
below, to a federal income tax credit for such taxable year.  However, the amount of the Tax Credit will be 
treated as interest for federal tax purposes and will be included in gross income for all Owners of Tax Credit 
Certificates, whether held as Tax Credit Strips or as part of a Series A Certificate, in accordance with each 
Owner’s tax status.  A complete copy of the proposed form of opinion of Special Counsel is set forth in 
Appendix C hereto. 

Pursuant to procedures to be prescribed by the Secretary, the ownership of the Series A Certificates 
and the Tax Credit attributable to such Series A Certificates may be separated.  No such regulations have yet 
been promulgated.  Assuming such procedures are prescribed and in the event of a subsequent separation of 
the Tax Credit from the Series A Certificates in compliance with such procedures, the Tax Credit shall be 
allocated to the owner of the instrument entitled to the Tax Credit and not to the owner of the Series A 
Certificate.  Special Counsel expresses no opinion with respect to any separation of the Tax Credit 
attributable to the Series A Certificates. 

The Code imposes various restrictions, conditions and requirements relating to the qualification of 
the Series A Certificates as “qualified school construction bonds” within the meaning of Section 54F of the 
Code.    The District has  made certain representations and covenanted to comply with certain restrictions, 
conditions and requirements designed to ensure that the Series A Certificates continue to qualify as qualified 
school construction bonds.  Inaccuracy of these representations or failure to comply with these covenants 
may result in termination of the Tax Credit, possibly from the date of original issuance of the Series A 
Certificates.  The opinion of Special Counsel assumes the accuracy of these representations and compliance 
with these covenants.  Special Counsel has not undertaken to determine (or to inform any person) whether 
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any actions taken (or not taken), or events occurring (or not occurring), or any other matters coming to 
Special Counsel’s attention after the date of issuance of the Series A Certificates may adversely affect the 
value of, or the availability of the Tax Credit with respect to, the Series A Certificates.  Accordingly, the 
opinion of Special Counsel is not intended to, and may not, be relied upon in connection with any such 
actions, events or matters.   

Although Special Counsel is of the opinion that the Series A Certificates are “qualified school 
construction bonds” within the meaning of Section 54F of the Code, the ownership or disposition of, or the 
accrual or receipt of the Tax Credit with respect to, the Series A Certificates may otherwise affect an 
Owner’s federal, state or local tax liability.  The nature and extent of these other tax consequences depends 
upon the particular tax status of the Owner or the  Owner’s other items of income or deduction.  Special 
Counsel expresses no opinion regarding any such other tax consequences. 

Future legislative proposals, if enacted into law, clarification of the Code or court decisions may 
prevent Owners from realizing the full current benefit of the tax status of the Series A Certificates.  The 
introduction or enactment of any such future legislative proposals, clarification of the Code or court 
decisions may also affect the market price for, or marketability of, the Series A Certificates, the Tax Credit 
Strips or the Principal Strips.  Prospective purchasers of the Series A Certificates, the Tax Credit Strips or the 
Principal Strips should consult their own tax advisors regarding any pending or proposed federal or state tax 
legislation, regulations or litigation, as to which Special Counsel expresses no opinion. 

The opinion of Special Counsel is based on current legal authority, covers certain matters not 
directly addressed by such authorities, and is not a guaranty of result but represents Special Counsel’s 
judgment as to the proper treatment of the Series A Certificates for federal income tax purposes.  The legal 
authorities setting forth and interpreting sections 54A and 54F of the Code are new and, in many areas, 
incomplete.  No ruling has been sought from the Service with respect to the matters addressed in the opinion 
of Special Counsel.  The opinion of Special Counsel is not binding on the Internal Revenue Service (“IRS”) 
or the courts.  Furthermore, Special Counsel cannot give and has not given any opinion or assurance about 
the future activities of the District, or about the effect of future changes in the Code, the applicable 
regulations, the interpretation thereof or the enforcement thereof by the Service.  The District has  
covenanted, however, to comply with the requirements of the Code. 

Special Counsel’s engagement with respect to the Series A Certificates ends with the issuance of the 
Series A Certificates, and, unless separately engaged, Special Counsel is not obligated to defend the District 
or the  Owners regarding the tax status of the Series A Certificates in the event of an audit examination by 
the Service.  Under current procedures, parties other than the District and their appointed counsel, including 
the Owners, would have little, if any, right to participate in the audit examination process. Moreover, because 
achieving judicial review in connection with an audit examination of tax credit bonds is difficult, obtaining 
an independent review of Service positions with which the District legitimately disagrees, may not be 
practicable.  Any action of the Service, including but not limited to selection of the Series A Certificates for 
audit, or the course or result of such audit, or an audit of bonds presenting similar tax issues may affect the 
market price for, or the marketability of, the Series A Certificates, the Tax Credit Strips or the Principal 
Strips, and may cause the District or the Owners to incur significant expense. 

Except as described above, Special Counsel will express no other opinion with respect to any federal, 
state or local tax consequences under present law, or proposed legislation, resulting from the receipt or 
accrual of interest on, or the acquisition or disposition of, the Series A Certificates.  Prospective purchasers 
of the Series A Certificates should be aware that the ownership of the Series A Certificates may result in 
collateral federal tax consequences.  Prospective purchasers should consult their own tax advisors as to the 
applicability of these consequences to their particular circumstances. 
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Future legislative proposals, if enacted into law, clarification of the Code or court decisions may 
prevent owners of the Series A Certificates from realizing the full current benefit of the tax status of the 
Series A Certificates.  The introduction or enactment of any future legislative proposals, clarification of the 
Code or court decisions may also affect the market price for, or the marketability of, the Series A 
Certificates.  Prospective purchasers of the Series A Certificates should consult their own tax advisors 
regarding any pending or proposed federal or state tax legislation, regulations or litigation, as to which 
Special Counsel expresses no opinion. 

Amount of Tax Credit 

The amount of the Tax Credit with respect to a Series A Certificate is equal to the product of the 
published credit rate for the date on which the Series A Certificate is sold (________%), times the 
outstanding principal amount of the Series A Certificate on the relevant credit allowance date, divided by 
four.  The credit allowance dates are March 15, June 15, September 15, and December 15.  The Tax Credit 
allowed for the first credit allowance date of March 15, 2010 is the ratable portion of the tax credit otherwise 
allowed on such date based on an initial issuance date of December __, 2009 (as opposed to the full credit 
period starting December 16, 2009).  If a Series A Certificate or a Principal Strip is redeemed or matures on a 
date other than March 15, June 15, September 15, or December 15, the prepayment or maturity date will be a 
credit allowance date and the amount of the associated Tax Credit will be a ratable portion of the tax credit 
otherwise allowed based on the earlier credit allowance date.  Owners of Tax Credit Certificates, whether 
held as Tax Credit Strips or as part of the Series A Certificates, as of the applicable credit allowance date will 
receive the Tax Credit. 

Limitation on Tax Credit 

The Tax Credit allowed may not exceed the sum of the taxpayer’s regular tax liability and alternative 
minimum tax liability under Section 55 of the Code less, in general, the taxpayer’s other tax credits (except 
refundable tax credits set forth in subparts C (Sections 31-37) and J (Section 54A) of part IV of subchapter A 
of the Code).  The Tax Credit is not considered a passive activity credit under Code Section 469(d), and 
therefore, such credit is not subject to the limitations with respect to passive activity credits. 

Carryover of Unused Tax Credit Amount 

If an Owner of a Tax Credit Certificate, whether held as a Tax Credit Strip or as part of a Series A 
Certificate, cannot use all of the Tax Credit otherwise allocable for the taxable year, such Owner is allowed 
to carry forward to a subsequent tax year the unused portion of the credit deemed paid on such credit 
allowance date. 

Tax Credit Amount Included in Income as Deemed Interest 

Section 54A of the Code requires the Owners of Tax Credit Certificates, whether held as Tax Credit 
Strips or as part of the Series A Certificates, to include the amount of the Tax Credit (determined without 
reference to the limitation described above under “Limitation on Credit”) in gross income.  It is expected that 
Treasury Regulations will provide that such amount must be treated as if it were a payment of “qualified 
stated interest” on each credit allowance date.  Unless subject to the stripping rules described in “GENERAL 
TAX MATTERS,” a cash method taxpayer would take the deemed interest payment into account on the 
credit allowance date, while an accrual method taxpayer would accrue such amount as income over the three 
month period that ends on the credit allowance date (or a shorter period for a short first or last credit 
allowance date).  If such an accrual method Owner of a Tax Credit Certificate, whether held as a Tax Credit 
Strip or as part of a Series A Certificate, sells or exchanges such Tax Credit Certificate before any given 
credit allowance date, the Owner must accrue such interest income up to the date of the sale or exchange but 
would not qualify for any of the Tax Credit for such credit allowance date.  It would appear that because the 

210



 

75857527.2  33 

subsequent purchaser would obtain the full credit for that credit allowance date, the purchase price would 
reflect the accrual of the deemed interest amount.  It would also appear that the receipt of such amount by the 
taxpayer primarily would constitute a return of capital (tax basis) and not be subject to additional (i.e., 
double) taxation to the taxpayer.  See also “GENERAL TAX MATTERS.” 

Allocation of Tax Credits by S Corporations, Partnerships, RICs and REITs 

An allocation of the Tax Credit by S corporations and partnerships to shareholders and partners, 
respectively, is treated as a distribution.  With respect to Series A Certificates held by regulated investment 
companies (RICs) and real estate investment trusts (REITs), the Tax Credit is allowed to shareholders and 
beneficiaries of the RIC or REIT, respectively, and the income from the Tax Credit is treated as distributed to 
such shareholders or beneficiaries under procedures to be prescribed by the Secretary. 

Subsequent Separation of Tax Credit 

Pursuant to procedures to be prescribed by the Secretary, the ownership of the Series A Certificates 
and the Tax Credit attributable to such Series A Certificates may be separated.  No such regulations have yet 
been promulgated.  Assuming such procedures are prescribed and in the event of a subsequent separation of 
the Tax Credit from the Series A Certificates in compliance with such procedures, the Tax Credit shall be 
allocated to the owner of the instrument entitled to the Tax Credit and not to the owner of the Series A 
Certificate.  The District makes no representation with respect to any subsequent separation of the Tax Credit 
attributable to the Series A Certificates. 

Tax Credit’s Effect on Estimated Income Tax Payments 

The credit under Section 54A of the Code may be taken into account by a taxpayer in computing the 
amount of quarterly estimated tax payments required to be paid by such taxpayer.  Individual calendar year 
taxpayers should note that the March 15 and December 15 credit allowance dates do not correspond to the 
regular estimated tax payment dates of April 15 and January 15.   

State Income Tax Consequences 

The California Revenue and Taxation Code does not provide for any credit against California 
personal income tax or franchise tax with respect to the ownership of a qualified school construction bond, 
like the Series A Certificates. It is not certain that the Tax Credit will be treated as interest for State of 
California personal income tax or franchise tax purposes.  If the Tax Credit is treated as interest for State of 
California personal income tax purposes, such interest will be exempt from State of California personal 
income taxes.  All persons are urged to consult their own tax advisors to determine any other state or local 
tax consequences of making an investment in the Series A Certificates. 

GENERAL TAX MATTERS 

The following discussion of General Tax Matters was written to support the promotion and 
marketing of the Series A Certificates and was not intended or written to be used, and cannot be used, 
by a taxpayer for the purpose of avoiding United States federal income tax penalties that may be 
imposed. Each taxpayer should seek advice based on the taxpayer’s particular circumstances from an 
independent tax advisor. 

This section summarizes certain material federal income tax consequences relating to an investment 
in the Series A Certificates, Tax Credit Strips or Principal Strips.  The summary only addresses such 
consequences to initial purchasers of the Series A Certificates, Tax Credit Strips or Principal Strips, and is 
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based upon the current provisions of the Code, its legislative history, treasury regulations, administrative 
pronouncements and judicial decisions, all of which are subject to change, possibly with retroactive effect.  
This summary deals only with Series A Certificates, Tax Credit Strips or Principal Strips, held as capital 
assets within the meaning of Section 1221 of the Code and does not address tax consequences of holders of 
Series A Certificates, Tax Credit Strips or Principal Strips, that may be relevant to investors in special tax 
situations (such as financial institutions, taxpayers subject to the alternative minimum tax, life insurance 
companies, tax-exempt organizations, dealers in securities or currencies, traders in securities that elect to 
mark to market, or Series A Certificates, Tax Credit Strips or Principal Strips, held as a hedge or as part of a 
hedging, straddle, constructive sale or conversion transaction).  This summary does not purport to be a 
complete discussion of all federal income tax consequences relating to making an investment in the Series A 
Certificates, Tax Credit Strips or Principal Strips.  The discussion herein concerning certain tax 
consequences with respect to an investment in the Series A Certificates, Tax Credit Strips or Principal Strips, 
is included for general information only.  All persons are urged to consult their own tax advisors to 
determine the specific tax consequences of making an investment in the Series A Certificates, Tax Credit 
Strips or Principal Strips, including any state, local or non-U.S. tax consequences. 

Tax Status of the Certificates 

The Certificates will be treated, for federal income tax purposes, as debt instruments.  Accordingly, 
amounts representing or treated as interest will be included in the income of the Owner as it is paid or 
deemed to be paid (or, if the Owner is an accrual method taxpayer, as it is accrued) as interest.    

Owners of the Certificates that allocate a basis in the Series A Certificates that is greater than the 
principal amount of the Series A Certificates should consult their own tax advisors with respect to whether or 
not they should elect to amortize such premium under section 171 of the Code.   

If an Owner purchases the Certificates for an amount that is less than the principal amount of the 
Certificates, and such difference is not considered to be de minimis, then such discount will represent market 
discount that ultimately will constitute ordinary income (and not capital gain).  Further, absent an election to 
accrue market discount currently, upon a sale or exchange of a Certificate, a portion of any gain will be 
ordinary income to the extent it represents the amount of any such market discount that was accrued through 
the date of sale.  In addition, absent an election to accrue market discount currently, the portion of any 
interest expense incurred or continued to carry a market discount bond that does not exceed the accrued 
market discount for any taxable year, will be deferred. 

Original Issue Discount 

For federal income tax purposes, original issue discount (“OID”) is the excess of the stated 
prepayment price at maturity of a Certificate over its issue price, if such excess equals or exceeds a de 
minimis amount (generally 1/4% of 1% of the Certificate’s stated prepayment price at maturity multiplied by 
the number of complete years to its maturity from its issue date or, in the case of a Certificate providing for 
the payment of any amount other than qualified stated interest (as defined below) prior to maturity, 
multiplied by the weighted average maturity of such Certificate).  The issue price of a Certificate equals the 
first price at which a substantial amount of such Certificates has been sold (ignoring sales to bond houses, 
brokers, or similar persons or organizations acting in the capacity of underwriters, placement agents, or 
wholesalers).  The stated prepayment price at maturity of a Certificate is the sum of all payments provided by 
the Certificate at maturity other than “qualified stated interest” payments.  The term “qualified stated 
interest” generally means stated interest that is unconditionally payable in cash or property (other than debt 
instruments of the issuer) at least annually at a single fixed rate.  It is expected that Treasury Regulations will 
provide that the amount of the Tax Credit must be treated as if it were a payment of “qualified stated 
interest” on each credit allowance date. 
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Payments (including deemed payments) of qualified stated interest on a Certificate are taxable to an 
Owner as ordinary interest income at the time such payments are accrued or are received (in accordance with 
the Owner’s regular method of tax accounting).  An Owner of an original issue discount Certificate must 
include OID in income as ordinary interest for United States federal income tax purposes as it accrues under 
a constant yield method in advance of receipt of the cash payments attributable to such income, regardless of 
such Owner’s regular method of tax accounting.  Under the OID rules, Owners generally will have to include 
in income increasingly greater amounts of OID in successive accrual periods. An Owner’s adjusted basis in a 
Certificate is to be increased by the amount of such accruing OID for purposes of determining taxable gain or 
loss on the sale or other disposition of a Certificate, or a component thereof, for federal income tax purposes.  
Prospective investors should consult their own tax advisors concerning the calculation of OID with regard to 
a Certificate.  Holders may generally, upon election, include in income all interest (including stated interest, 
acquisition discount, OID, de minimis OID, market discount, de minimis market discount, and unstated 
interest, as adjusted by any amortizable bond premium or acquisition premium) that accrues on a debt 
instrument by using the constant yield method applicable to OID, subject to certain limitations and 
exceptions. 

Tax Basis 

An Owner’s initial tax basis in a Certificate generally will be equal to the purchase price paid by 
such Owner for such Certificate.  An Owner’s tax basis in a Certificate will be increased by the amount of 
OID, if any, that is included in the Owner’s income, and decreased by the amount of premium, if any, 
amortized as a reduction to interest income, pursuant to the foregoing rules. 

Sale of Certificates 

Upon the sale of a Certificate, or a component thereof, for cash, an Owner will recognize gain or loss 
equal to the difference between the amount of cash received (other than cash attributable to accrued interest) 
and such Owner’s adjusted tax basis in the Certificate, or component.  Such gain or loss will be capital gain 
or loss if the Certificate is a capital asset to such owner.  Cash received attributable to accrued interest will 
constitute ordinary interest income to a cash method Owner, and a return of capital with respect to interest 
accrued as income by an accrual method Owner. 

Tax Considerations Applicable to Strips 

For purposes of this subsection (“Tax Considerations Applicable to Strips”), “Strip” means a Tax 
Credit Strip or a Principal Strip, and “U.S. Person” means a citizen or resident of the United States, a 
corporation  organized in or under the laws of the United States or any political subdivision thereof, an estate 
the income of which is includible in gross income for United States tax purposes regardless of its source or a 
trust if a United States court is able to exercise primary supervision over administration of the trust and one 
or more U.S. Persons have authority to control all substantial decisions of the trust.  The term “U.S. 
beneficial owner” means a U.S. Person that is a beneficial owner of a Strip and any other person which is a 
beneficial owner of a Strip that is otherwise subject to United States federal income taxation on a net basis in 
respect of income attributable to a Strip. 

U.S. Beneficial Owners 

A U.S. beneficial owner is subject to United States federal income taxation on the income of a Strip, 
and there is no special exemption from United States federal income, estate or gift tax with respect to Strips.  

A U.S. beneficial owner that elects to strip a Series A Certificate into its Tax Credit and Principal 
Components and to dispose of one or more of such components will be required to include in income all 
interest and market discount accrued on the Series A Certificate to the date of disposition (to the extent that 
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such income has not previously been included in income), and the U.S. beneficial owner’s basis in the 
Series A Certificate will be increased, immediately prior to the disposition of one of the Strips, by the 
amount so included in income.  Upon the disposition of a Strip, the U.S. beneficial owner will be required to 
recognize gain or loss equal to the difference between the amount realized on the disposition of the Strip and 
the U.S. beneficial owner’s basis in the Strip immediately prior to the disposition of one of the Strips.  For 
purposes of determining that basis, the U.S. beneficial owner will be required to allocate its tax basis in the 
Series A Certificate immediately prior to the sale (as adjusted in the manner detailed above) between the Tax 
Credit and Principal Components based on their respective fair market values on the date of the sale. 

A U.S. beneficial owner of a Strip will accrue income on the Strip in accordance with the OID rules 
set forth in the Code.  In this regard, the application of the OID rules to the Strips is subject to significant 
uncertainty, and therefore purchasers of the Strips are urged to consult with their own tax advisors.  
Generally, however, it is anticipated that each U.S. beneficial owner of a Strip will be required to include in 
income, as OID, the difference between (1) the stated prepayment price at maturity for a Principal Strip and 
the amount of the Tax Credit for a Tax Credit Strip owned by such person (which generally would include all 
payments (or deemed payments) to be made on the Strip subsequent to the date that the stripping was 
effected or, if later, the date of the U.S. beneficial owner’s purchase of the Strip) and (2) the U.S. beneficial 
owner’s purchase price for the Strip (or, in the case of a person who effects a stripping and disposes of one or 
more of the Strips, the portion of the person’s basis in the Series A Certificate which is allocable to the 
retained Strips, as determined pursuant to the rules set forth in the preceding paragraph). 

The amount of OID on a Strip (determined as set forth above) will be includible on a constant-yield 
basis in the income of a U.S. beneficial owner of a Strip over the life of the Strip (excluding, with respect to 
certain U.S. beneficial owners, Strips having a maturity of one year or less from the date of purchase - which 
Strips would be subject to special OID rules which are discussed below), even in years in which the owner of 
the Strip does not receive any actual payment or credit allowance.  The amount of OID that must be included 
in income each year by the U.S. beneficial owner of a Strip will be equal to the sum of the daily portions of 
the OID that accrued during each day of the year during which the U.S. beneficial owner owned the Strip. 
The daily portions will be determined by allocating to each day of the accrual period, as defined below, a pro 
rata portion of an amount equal to the adjusted issue price of the Strip at the beginning of the accrual period, 
also as defined below, multiplied by the yield to maturity of the Strip, determined by compounding at the 
close of each accrual period and properly adjusted for the length of the accrual period.  For purposes of these 
calculations, (i) the accrual periods may, generally, be of any length and may vary in length over the term of 
the Strip, provided that each accrual period is no longer than a year and that each scheduled payment of 
principal and deemed interest occurs either on the final day of an accrual period or on the first day of an 
accrual period, and (ii) the adjusted issue price of a Strip will be the U.S. beneficial owner’s purchase price 
for the Strip (or, in the case of a person who effects a stripping and disposes of one or more of the Strips, the 
portion of the person’s basis in the Series A Certificate which is allocable to the retained Strips, as 
determined pursuant to the rules set forth above), increased by the OID accrued by the U.S. beneficial owner 
in previous accrual periods and decreased by any payments received or deemed received by the U.S. 
beneficial owner in prior accrual periods.  The amount of OID allocable to an initial short accrual period may 
be computed using any reasonable method if all other accrual periods other than a final short accrual period 
are of equal length.  The amount of OID allocable to the final accrual period is the difference between (x) the 
amount payable (or deemed payable) at the maturity of the Strip and (y) the Strip’s adjusted price as of the 
beginning of the final accrual period.  The foregoing rules will generally be applied to each Strip acquired 
separately. In certain circumstances, Strips acquired (or retained by the person stripping a Series A 
Certificate) may be treated as a single instrument for tax purposes. 

In general, a cash basis U.S. beneficial owner who purchases a Strip the payment (or deemed 
payment) with respect to which is due not later than one year from the date of issuance (“short-term Strips”) 
is not required to accrue OID (as determined under the special rule described below for the purposes of this 
paragraph) for United States federal income tax purposes unless it elects to do so.  Accrual basis U.S. 
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beneficial owners and certain other U.S. beneficial owners (including certain pass-through entities and 
electing cash basis U.S. beneficial owners) who purchase a short-term Strip and any U.S. beneficial owners 
who strip a Series A Certificate into its Tax Credit and Principal Components and who retain one or more 
such components are required to accrue OID on short-term Strips on either a straight-line basis or under the 
constant-yield method (based on daily compounding), at the election of the U.S. beneficial owner.  In the 
case of a U.S. beneficial owner not required and not electing to include OID on a short-term Strip in income 
currently, any gain realized on the sale or retirement of the short-term Strip will be ordinary income to the 
extent of the OID accrued on a straight-line basis (unless an election is made to accrue the OID under the 
constant-yield method) through the date of sale or retirement. U.S. beneficial owners who are not required 
and who do not elect to accrue OID on short-term Strips will be required to defer deductions for interest on 
borrowings allocable to short-term Strips in an amount not exceeding the deferred income until the deferred 
income is realized. 

Upon the sale or exchange of a Strip, a U.S. beneficial owner generally will recognize capital gain or 
loss (except to the extent of accrued and unpaid interest, and subject to the exception applicable to certain 
short-term Strips, as discussed in the preceding paragraph) in an amount equal to the difference between the 
amount realized on the sale or exchange and the U.S. beneficial owner’s adjusted tax basis in the Strip.  A 
U.S. beneficial owner’s adjusted tax basis in a Strip will generally be its cost, increased by the amount of the 
OID included in the U.S. beneficial owner’s income with respect to the Strip. 

The District is selling the Series A Certificates (and not Strips) to the Underwriter; it is possible, 
however, that the Underwriter may elect to strip the Series A Certificates and sell Tax Credit and Principal 
Components (as well as Series A Certificates) immediately upon their acceptance of the Series A 
Certificates.  Such Strips might be viewed, for United States federal income tax purposes, as OID bonds 
issued by the District to the purchasers of the Strips.  If the Service were to characterize the transaction in 
this fashion, the rules set forth above would generally apply to the Series A Certificates stripped by the 
Underwriter, except that (1) the amount of OID on each Strip so sold would be measured, and the adjusted 
issue price would be determined, by reference to the first price at which a substantial amount of each Strip 
was sold, rather than by reference to the price paid by the purchaser for the Strip (not only in the case of an 
initial purchaser of the Strip, but also in the case of any transferee thereof) and (2) the stated prepayment 
price at maturity would be determined by reference to all payments (or deemed payments) to be made on the 
Strip subsequent to the date of the closing relating to the Series A Certificates offered hereby rather than by 
reference to the payments to be made subsequent to the U.S. beneficial owner’s acquisition of the Strip.  
Each U.S. beneficial owner is urged to consult with its own tax advisor as to the likelihood of such a 
characterization, as well as to the application of the “acquisition premium” and “market discount” rules 
which would apply to those Series A Certificates stripped by the Underwriter if the transaction were to be so 
characterized. 

Tax Reporting 

The Trustee shall prepare such tax information returns as may be required by the Service.  To date, 
the Service has not issued any rulings or regulations or otherwise provided any guidance with respect to the 
mechanics of reporting of the Tax Credits as the equivalent of interest income, the reporting of the 
availability of the Tax Credits to the Owners thereof, or the accrual of OID on the Series A Certificates, the 
Principal Strips or the Tax Credit Strips.  The failure of the Trustee to furnish a tax reporting form to an 
Owner does not necessarily mean that the Owner has no taxable income.  In addition, any form furnished to 
an Owner may specify an amount of taxable income different from the actual amount of taxable income 
reportable by such Owner if such Owner is not the original purchaser of a Series A Certificate, a Principal 
Strip or a Tax Credit Strip.  The Owner of a Tax Credit Certificate, whether held as a Tax Credit Strip or as 
part of a Series A Certificate, must include on its income tax return information with respect to the amount of 
taxable interest accrued as original issue discount during the taxable year. 
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U.S. Federal Information Reporting and Backup Withholding 

Under current United States federal income tax law, a 28% backup withholding tax requirement may 
apply to certain payments of interest and original issue discount on, and the proceeds of a sale, exchange or 
prepayment of, the Certificates, Principal Strips or Tax Credit Strips.  The Service has not provided guidance 
regarding how the 28% backup withholding tax requirement will apply to the deemed interest payments 
represented by the Tax Credits.  Therefore, it is  not clear how or whether such withholding would occur.  In 
addition, certain persons making such payments are required to submit information returns (i.e., Internal 
Revenue Service Forms 1099) to the Service with regard to those payments.  Backup withholding and 
information reporting will generally not apply with respect to payments made to certain exempt recipients 
such as corporations or certain exempt entities. 

Foreign Investors 

Assuming the payments are treated as portfolio interest within the meaning of section 871 and 881 of 
the Code, payments (including deemed payments) on the Certificates, Principal Strips or Tax Credit Strips to 
a non-U.S. holder that has no connection with the United States other than holding its Certificate, Principal 
Strip or Tax Credit Strip generally will be made free of withholding tax, as long as that the holder has 
complied with certain tax identification and certification requirements. 

LEGAL MATTERS 

Special Counsel’s employment is limited to review of the legal proceedings required for the 
authorization of the Certificates and to rendering the opinion substantially in the form set forth in 
APPENDIX C hereto.  Special Counsel will receive compensation contingent upon sale and delivery of the 
Series A Certificates.  Fulbright & Jaworski L.L.P. also serves as Disclosure Counsel to the District [and as 
counsel to the Authority.]  Certain legal matters will be passed upon for the Underwriter by its counsel, 
Nossaman LLP, Irvine, California. 

Legality for Investment in California 

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

Continuing Disclosure 

The District has covenanted for the benefit of the Owners of the Certificates to provide certain 
financial information and operating data relating to the District (the “Annual Report”) by not later than nine 
months following the end of the District’s fiscal year (currently ending June 30), commencing with the report 
for the 2008-09 Fiscal Year (which is due no later than March 31, 2010), and to provide notices of the 
occurrence of certain enumerated events, if material. Although the District is current in its annual reports 
under the Securities and Exchange Commission Rule 15c2-12(b)(5), the District inadvertently did not timely 
file its audited financial statements for the fiscal years ending June 30, 1999, and June 30, 2002 through 
June 30, 2004.  As of December 7, 2005, such statements were filed and the District has implemented 
procedures to ensure timely filing of all future  reports.  

The District has entered into a Continuing Disclosure Agreement (“Continuing Disclosure 
Agreement”) for the benefit of the Owners with [_______________, as initial Dissemination Agent.]  The 
Annual Report and each notice of material events will be filed by ____________ on behalf of the District 
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with the Electronic Municipal Markets Access system (“EMMA”) of the Municipal Securities Rulemaking 
Board (the “MSRB”), or any other repository then recognized by the Securities and Exchange Commission.  
The specific nature of the information to be contained in the Annual Report or the notices of material events 
is set forth below under the caption “APPENDIX G:  FORM OF CONTINUING DISCLOSURE 
AGREEMENT.”  These covenants have been made in order to assist the Underwriter in complying with 
Securities and Exchange Commission Rule 15c2-12(b)(5).  The District is current with its continuing 
disclosure obligations. 

No Litigation 

At the time of delivery of and payment for the Certificates, the District and the Authority will certify 
that there is no action, suit, litigation, inquiry or investigation before or by any court, governmental agency, 
public board or body pending, or to the knowledge of the District or the Authority threatened, against the 
District or by Authority in any material respect (a) restraining or enjoining the sale or delivery of any of the 
Certificates, (b) questioning or affecting the validity of the Certificates, (c) questioning or affecting the 
validity of any of the proceedings for the authorization, sale, execution or delivery of the Certificates, (d) 
questioning or affecting the validity or enforceability of the Lease or Trust Agreement, or (e) contesting the 
completeness or accuracy of this Official Statement or any amendment or supplement hereto or which would 
adversely affect the exclusion from gross income for State of California personal income taxation of interest 
payable with respect to the Certificates, nor to the best of the District’s or the Authority’s knowledge, is there 
any basis therefor. 

In addition, in the event lawsuits or claims are pending or threatened against a District, that District 
will deliver an opinion of counsel to the effect that in the opinion of the District, such pending lawsuits and 
claims do not seek to restrain or enjoin the transactions pertaining to the execution and sale of the 
Certificates or the performance by the District of its obligations under the Lease (including the obligation to 
make Lease Payments), nor will such lawsuits and claims, individually or in the aggregate, materially and 
adversely affect the District’s financial position or legal ability to perform its obligations under the Lease 
Agreement if the same result in an unfavorable decision, ruling or finding. 

Enforceability of Remedies 

The remedies available to the Trustee or the Owners of the Certificates upon an Event of Default 
under the Lease are in many respects dependent upon judicial actions which are often subject to discretion 
and delay, and such remedies may not be readily available or may be limited.  For example, acceleration is 
not available in such instance.  The various legal opinions to be delivered concurrently with the Certificates 
(including Special Counsel’s approving opinion) will be qualified, as to the enforceability of the various 
legal instruments, by limitation imposed by bankruptcy, reorganization, insolvency or other similar laws 
affecting the rights of creditors generally and by general principles of equity applied in the exercise of 
judicial discretion. 

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 Certificates and certain other legal matters are subject to the approving opinion of  
Fulbright & Jaworski L.L.P., Special Counsel.  A copy of the proposed form of Special Counsel opinion is 
contained in APPENDIX C hereto.  Special Counsel undertakes no responsibility for the accuracy, 
completeness or fairness of this Official Statement. 
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RATING 

Standard & Poor’s, A Division of McGraw-Hill Companies (“S&P”) has assigned to the Certificates 
the municipal bond rating of “___” [based on the delivery of the insurance policy of the Insurer, 
simultaneously with the delivery of the Certificates.  S&P has also assigned its underlying rating] of “__“ to 
the Certificates[, without regard to the insurance policy.]  The District has furnished to S&P certain materials 
and information with respect to itself, and the Certificates.  Generally, rating agencies base their ratings on 
such information and materials and on their own investigations, studies and assumptions.  The rating reflects 
only the view of the rating agency and any explanation of the significance of such rating may be obtained 
only from the rating agency furnishing the same, at the following address: Standard & Poor’s, a Division of 
the McGraw–Hill Companies, 55 Water Street, New York, New York 10041, telephone: (212) 438-2000.  
There is no assurance that any such rating will continue for any given period of time or that it will not be 
revised downward or withdrawn entirely by such rating agency, if, in its judgment, circumstances so warrant.  
Any such downward revision or withdrawal of any such rating may have an adverse effect on the market 
price of the Series A Certificates. 

UNDERWRITING 

The Certificates are being purchased by the Underwriter identified on the cover of this Official 
Statement (the “Underwriter”).  The Underwriter has agreed, pursuant to the purchase contract for the 
Certificates, to purchase all of the Certificates if any are purchased, the obligation to make such purchase 
being subject to certain terms and conditions set forth in the purchase contract, the approval of certain legal 
matters by Special Counsel and certain other conditions.  The Series A Certificates will be purchased at a 
price of $__________, representing the aggregate principal amount of the Series A Certificates; the Series B 
Certificates will be purchased at a price of $__________.  The Underwriter will receive a takedown fee of 
$________ for the Certificates, which compensation will be provided pursuant to the purchase contract for 
the Certificates.  The initial offering price stated on the cover of this Official Statement may be changed from 
time to time by the Underwriter.  The Underwriter may offer and sell Certificates to certain dealers and 
others at prices lower than such initial offering prices. 

Piper Jaffray & Co. (“Piper”) has entered into an agreement (the “Distribution Agreement”) with 
Advisors Asset Management, Inc. (“AAM”) for the distribution of certain municipal securities offerings 
allocated to Piper at the original offering prices.  Under the Distribution Agreement, if applicable to the 
Bonds, Piper will share with AAM a portion of the fee or commission, exclusive of management fees, paid to 
Piper. 

MISCELLANEOUS 

Financial Advisor 

Caldwell Flores Winters, Inc. has been engaged by the District to perform financial services in 
relation to the sale and delivery of the Certificates.  Caldwell Flores Winters, Inc. will not participate in the 
underwriting of the Certificates.  Fees charged by Caldwell Flores Winters, Inc. are contingent upon the sale 
of the Certificates. 

Additional Information 

The purpose of this Official Statement is to supply information to prospective buyers of the 
Certificates.  Quotations from and summaries and explanations of the Certificates, the Trust Agreement, the 
Lease Agreement, and the constitutional provisions, statutes and other documents described herein do not 
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purport to be complete, and reference is made to said documents, constitutional provisions and statutes for 
full and complete statements of their provisions. 
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Any statement 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 Certificates. 

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

SIERRA SANDS UNIFIED SCHOOL DISTRICT 

By:                               
 Superintendent 
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INYO-KERN SCHOOLS FINANCING AUTHORITY 
 

Special Meeting of the Board of Directors 
 

December 2, 2009 
District Office Conference Room 

113 Felspar Avenue 
 
 

A  G  E  N  D  A 
 
 

CALL TO ORDER AND PLEDGE TO THE FLAG 12:00 Noon 
 
 Amy Covert 
 Judy Dietrichson 
 Bill Farris 
 Tim Johnson 
 Tom Pearl 

Kurt Rockwell, Vice Chairman  
Michael Scott, Chairman 

 Pamela Daugherty, Lone Pine Representative 
 
 Joanna Rummer, Secretary of the Board 
 
1. ADOPTION OF AGENDA 
 
2. CONSTRUCTION ADMINISTRATION 
 

2.1 Adoption of Resolution IKSFA #1 0910 Approving the Authority’s Role in the 
Financing of Certain Capital Improvements for the Sierra Sands Unified School District 
Through the Delivery of Certain Certificates of Participation and the Execution and 
Delivery of Certain Legal Documents in Connection Therewith 

 
3. ADJOURNMENT 
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INYO-KERN SCHOOLS FINANCING AUTHORITY DECEMBER 2, 2009 
 
 
2. CONSENT CALENDAR 
 

2.1 Adoption of Resolution IKSFA #1 0910 Approving the Authority’s Role in the 
Financing of Certain Capital Improvements for the Sierra Sands Unified School District 
Through the Delivery of Certain Certificates of Participation and the Execution and 
Delivery of Certain Legal Documents in Connection Therewith     

 
BACKGROUND INFORMATION:  The American Recovery and Reinvestment Act 
(ARRA) allocated $750 million in eligibility to the State of California to in turn be 
designated to school districts in the form of investment purchaser tax credits, or 
Qualified School Construction Bonds (QSCD), to provide up to $25 million in 
construction funds for California school districts.  The eligibility for these funds was 
determined by a lottery drawing conducted by the California Department of Education 
(CDE).  Initially designed as a fifteen (15) year interest free loan to school districts, 
very limited experience has shown that investors are requiring approximately two (2) 
percent interest in addition to the tax credit.  The district is required to complete the 
authorization of this transaction by December 31, 2009 or be otherwise deemed 
ineligible for this opportunity.  The mechanism for acquiring the loan is in the form of 
Certificates of Participation (COPs), which the district has previously used, as example, 
the loan on the Sierra Vista Education Center.   

 
CURRENT CONSIDERATIONS:  By using the Certificates of Participation (COPs) 
approach to funding the QSCB loan, as described in the Sierra Sands Board Resolution 
#15 0910 of this date, a district property is required as collateral and must be held by a 
third party.  The Inyo-Kern Schools Financing Authority shall be designated to serve in 
this party capacity.  As such, a “Site Lease” and “Lease Agreement,” must be executed 
between the district and the Inyo-Kern Schools Financing Authority.   
 
Additional agreements with additional entities to complete the transaction are included 
in this resolution as required.  Of note is the Assignment Agreement, to which only the 
Authority and the Trustee, and not the district, are parties.  In the Assignment 
Agreement, the Authority turns over to the Trustee all of the annual lease payments it 
would otherwise be due under the terms of the lease with the district.  In this way, the 
Authority never actually receives or has to account for cash from the district under 
these legal documents. 
 
FINANCIAL IMPLICATIONS:  The maximum limit for the loan has been set by law 
at $25 million.  Likely, the district will arrive at a much smaller denomination, 
contingent on the market and reasonable ability to repay the loan.  This action calls for 
a total loan amount not to exceed $27,600,000 in two series.  However, the amount of 
the QSCB loan (actual construction projects value) cannot exceed $25 million.  The 
additional $2,600,000 is contingent upon potential but currently not anticipated costs, 
including but not limited to “municipal bond insurance.”   
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Item 2.1, Construction Administration 2 DECEMBER 2, 2009, IKSFA 
QSCB Resolution   

 
The sources to repay the QSCB loan include two primary revenue and two secondary 
revenue streams, all solely limited for facilities uses.  They are 

 
• delayed state matching funds to which the district is currently entitled; 
• the next sale of Measure “A” funds; 
• interest earned on the sources above; and 
• funds from the Inyo-Kern Schools Financing Authority as needed 

 
Please be aware that this opportunity represents a totally new concept in the school 
construction financing arena and the district is a leading participant. 
 
SUPERINTENDENT’S RECOMMENDATION:  It is recommended that the board 
adopt IKSFA Resolution #1 0910 Approving the authority’s role in the financing of 
certain capital improvements for the Sierra Sands Unified School District through the 
delivery of certain certificates of participation and the execution and delivery of certain 
legal documents in connection therewith, as presented.  
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RESOLUTION IKSFA #1 0910 
 
 

RESOLUTION OF THE BOARD OF DIRECTORS OF 
INYO-KERN SCHOOLS FINANCING AUTHORITY 
APPROVING THE AUTHORITY’S ROLE IN THE  

FINANCING OF CERTAIN CAPITAL IMPROVEMENTS FOR 
THE SIERRA SANDS UNIFIED SCHOOL  

DISTRICT THROUGH THE DELIVERY OF CERTAIN 
CERTIFICATES OF PARTICIPATION AND THE  

EXECUTION AND DELIVERY OF CERTAIN LEGAL 
DOCUMENTS IN CONNECTION THEREWITH 

 
WHEREAS, the Inyo-Kern Schools Financing Authority (the “Authority”) is a joint 

exercise of powers authority duly organized and existing under the laws of the State of California 
with the power and authority to assist the Sierra Sands Unified School District, County of Kern, 
California, with the financing of the modernization, equipping, furnishing and/or improving of 
certain capital facilities of the District; and 

WHEREAS, the District is a school district duly organized and validly existing under the 
laws of the State of California, and has requested the assistance of the Authority in the financing 
of certain capital improvements of the District through the execution and delivery of certain 
certificates of participation (the “Certificates”); and 

WHEREAS, there have been presented to the Board of Directors (the “Board”) of the 
Authority the following documents: 

1. Proposed form of Trust Agreement (the “Trust Agreement”), by and among the 
District, U.S. Bank National Association, as trustee (the “Trustee”), and the Authority; 

2. Proposed form of Lease Agreement (the “Lease”), by and between the Authority 
and the District; 

3. Proposed form of Site Lease (the “Site Lease”), by and between the District and 
the Authority;  

4. Proposed form of Assignment Agreement (the “Assignment Agreement”), by and 
between the Authority and the Trustee; and 

5. Proposed form of Agency Agreement (the “Agency Agreement”), by and between 
the District and the Authority; 

NOW, THEREFORE, BE IT HEREBY RESOLVED by the Board of Directors of 
INYO-KERN SCHOOLS FINANCING AUTHORITY as follows: 

1. The form, terms and provisions of the Trust Agreement are hereby approved and 
the President, the Treasurer, the Secretary, or any designee thereof (each, an “Authorized 
Officer”), and each of them, is hereby authorized and directed on behalf of the Authority and in 
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its name to execute and deliver the Trust Agreement in substantially the form presented to and 
considered by this Board, with such changes therein, however, as may be approved by the 
Authorized Officer executing the same, such approval to be conclusively evidenced by his or her 
execution thereof.   

2. The form, terms and provisions of the Lease are hereby approved and either 
Authorized Officer is hereby authorized and directed on behalf of the Authority and in its name 
to execute and deliver the Lease in substantially the form presented to and considered by this 
Board, with such changes therein, however, as may be approved by the Authorized Officer 
executing the same, such approval to be conclusively evidenced by his or her execution thereof. 

3. The form, terms and provisions of the Site Lease are hereby approved and either 
Authorized Officer is hereby authorized and directed on behalf of the Authority and in its name 
to execute and deliver the Site Lease in substantially the form presented to and considered by this 
Board, with such changes therein, however, as may be approved by the Authorized Officer 
executing the same, such approval to be conclusively evidenced by his or her execution thereof. 

4. The form, terms and provisions of the Assignment Agreement are hereby 
approved and either Authorized Officer is hereby authorized and directed on behalf of the 
Authority and in its name to execute and deliver the Assignment Agreement in substantially the 
form presented to and considered by this Board, with such changes therein, however, as may be 
approved by the Authorized Officer executing the same, such approval to be conclusively 
evidenced by his execution thereof. 

5. The form, terms and provisions of the Agency Agreement are hereby approved 
and either Authorized Officer is hereby authorized and directed on behalf of the Authority and in 
its name to execute and deliver the Agency Agreement in substantially the form presented to and 
considered by this Board, with such changes therein, however, as may be approved by the 
Authorized Officer executing the same, such approval to be conclusively evidenced by his 
execution thereof. 

6. The Secretary is hereby authorized and directed to attest to the signature of the 
Authorized Officer whenever required or advisable for the transactions contemplated by this 
Resolution. 

7. The President and the Secretary are each hereby authorized and directed to 
execute and attest such further documents, instruments and certificates as may be deemed 
necessary or advisable by Fulbright & Jaworski L.L.P., Special Counsel to the District, in order 
to accomplish the purposes of this Resolution. 
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8. Whenever in this Resolution it shall be provided that a document be executed or 
attested by the President, the Treasurer or the Secretary, and if, at the time for execution or 
attestation thereof, such officer is not available for signature, it shall be sufficient for the 
purposes of this Resolution if any other member of the Board shall execute or attest such 
document in such officer’s stead and with the same effect. 

I hereby certify that the foregoing Resolution was passed and adopted by the Board of 
Directors of INYO-KERN SCHOOLS FINANCING AUTHORITY, at a meeting thereof duly 
held on the second day of December, 2009, by the following vote: 

AYES: Directors:_____________________________________________ 

NOES: Directors:_____________________________________________ 

ABSENT: Directors:_____________________________________________ 

I hereby certify that this is a true and correct copy of Resolution IKSFA #1 0910, a 
Resolution of the Board of Directors. 

   
 Secretary, Board of Directors 
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AFTER RECORDATION PLEASE RETURN TO: 

Fulbright & Jaworski L.L.P. 
555 South Flower Street, Suite 4100 
Los Angeles, California  90071 
Attention:  Lisalee Anne Wells, Esq. 
__________________________________________________________________________ 
 
 
 
 

ASSIGNMENT AGREEMENT 

by and between 

INYO-KERN SCHOOLS FINANCING AUTHORITY 

and 

U.S. BANK NATIONAL ASSOCIATION, as Trustee 

Dated as of December 2, 2009 

__________________________________________________________________________ 

$_______________ 
Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series A (Qualified School Construction Bonds) 

and 

$_______________ 
Sierra Sands Unified School District 
Taxable Certificates of Participation 

2009 Series B 
 
 
 

THIS IS A FINANCING DOCUMENT. 
NO DOCUMENT TRANSFER TAX IS DUE 

PURSUANT TO GOVERNMENT CODE 27383. 
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ASSIGNMENT AGREEMENT 

This ASSIGNMENT AGREEMENT, dated as of December 2, 2009, by and 
between the Inyo-Kern Schools Financing Authority, a joint exercise powers authority duly 
organized and existing under the laws of the State of California (the “Authority”), and accepted 
by U.S. Bank National Association, a national banking association duly organized and existing 
under and by virtue of the laws of the United States, as trustee (the “Trustee”); 

W I T N E S S E T H: 

WHEREAS, the Authority and the Sierra Sands Unified School District, a school 
district of the State of California (the “Lessee”), have executed and entered into a Lease 
Agreement (the “Lease”), dated as of the date hereof, under which the Authority has agreed to 
lease to the Lessee certain Leased Property as defined therein and described in Exhibit A hereto; 
and 

WHEREAS, under and pursuant to the Lease, the Lessee is obligated to make 
Lease Payments, as defined therein, to the Authority for the use and possession of the Leased 
Property; and 

WHEREAS, the Authority desires to assign, absolutely without recourse, all its 
rights to receive the Lease Payments scheduled to be paid by the Lessee under and pursuant to 
the Lease to the Trustee and to assign the Lessee’s right, title and interest in the Leased Property 
to the Trustee; and 

WHEREAS, in consideration of such assignment and the execution and entering 
into of a Trust Agreement (the “Trust Agreement”) to be executed and entered into as of the date 
hereof, by and among the Trustee, the Authority and the Lessee, the Trustee has executed and 
delivered certain certificates of participation (the “Certificates”) in an aggregate principal 
amount equal to the aggregate principal components of Lease Payments to be made by the 
Lessee; and 

WHEREAS, all acts, conditions and things required by law to exist, to have 
happened and to have been performed precedent to and in connection with the execution and 
entering into of this Assignment Agreement do exist, have happened and have been performed in 
regular and due time, form and manner as required by law, and the parties hereto are now duly 
authorized to execute and enter into this Assignment Agreement; 

NOW, THEREFORE, intending to be legally bound hereby, in consideration of 
the premises and of the mutual agreements and covenants contained herein and for other valuable 
consideration, the receipt of which is hereby acknowledged, the parties hereto do hereby agree as 
follows: 

SECTION 1.  Definitions.  Unless the context otherwise requires, all capitalized 
terms used in this Assignment Agreement which are not defined herein shall for all purposes of 
this Assignment Agreement have the meanings specified therefor in the Lease or the Trust 
Agreement. 
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SECTION 2.  Assignment.  The Authority hereby absolutely transfers, assigns 
and sets over to the Trustee, for the benefit of the registered owners (the “Owners”) of the 
Certificates executed and delivered under the Trust Agreement, all of the Authority’s right, title 
and interest in the Leased Property and all of the Authority’s rights under the Lease (excepting 
only the Authority’s rights under Section 4.6, Section 7.4 and Section 9.4 of the Lease), 
including, without limitation, (1) the right to receive and collect all of the Lease Payments and 
prepayments from the Lessee under the Lease, (2) the right to receive and collect any proceeds of 
any insurance maintained thereunder, of any condemnation award rendered with respect to all or 
a portion of the Leased Property, or of any lease or sale of the Leased Property in the event of a 
default by the Lessee under the Lease, and (3) the right to exercise such rights and remedies 
conferred on the Authority pursuant to the Lease as may be necessary or convenient:  (i) to 
enforce payment of the Lease Payments, additional payments, prepayments and any other 
amounts required to be deposited in the Lease Payment Fund established under the Trust 
Agreement or (ii) otherwise to protect the interests of the Authority in the event of a default by 
the Lessee under the Lease.  All rights assigned by the Authority shall be administered according 
to the provisions of the Trust Agreement and for the equal and proportionate benefit of the 
Owners. 

SECTION 3.  Acceptance.  The Trustee hereby accepts the foregoing assignment 
for the benefit of the Owners, subject to the conditions and terms of the Trust Agreement, and all 
such Lease Payments shall be applied and all such rights so assigned shall be exercised by the 
Trustee under and pursuant to the Trust Agreement.  The Trustee does not warrant the statements 
contained in the recitals hereto. 

SECTION 4.  Conditions.  This Assignment Agreement shall confer no rights and 
shall impose no obligations upon the Trustee beyond those expressly provided in the Trust 
Agreement. 

SECTION 5.  Governing Law.  This Assignment Agreement shall be governed by 
and construed in accordance with the laws of the State of California applicable to contracts made 
and performed in such State. 
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IN WITNESS WHEREOF, the parties hereto have executed and entered into this 
Assignment Agreement by their respective officers thereunto duly authorized as of the day and 
year first above written. 

INYO-KERN SCHOOLS FINANCING 
AUTHORITY 
 
 
 
By:_________________________________ 

Secretary/Treasurer 
 
 

ACCEPTED BY: U.S. BANK NATIONAL ASSOCIATION, 
as Trustee 

By:_________________________________ 
Authorized Officer 
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EXHIBIT A 
THE LEASED PROPERTY 

 

(See attached legal description) 
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