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tax imposed on individuals and corporations. In the further opinion of Bond Counsel, such interest is exempt from California personal
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This Official Statement describes the $35,000,000* Madera Unified School District General Obligation Bonds, Election of 2018,
Series 2019 (the “Bonds”). The Bonds are being issued by the Madera Unified School District (the “District”) (i) to finance the
acquisition and construction of certain school facilities and (ii) to pay costs of issuance of the Bonds. See “FINANCING PLAN.”

The Bonds were authorized at a scheduled election of the registered voters of the District held on November 6, 2018, at which at
least 55% of the persons voting on the proposition voted to authorize the issuance and sale of not to exceed $120,000,000 principal
amount of general obligation bonds of the District to finance the construction of K-12 school facilities of the District.

The Bonds are general obligation bonds of the District. The Board of Supervisors of the County of Madera is empowered and is
obligated to levy ad valorem taxes, without limitation of rate or amount, upon all property within the District subject to taxation by
the District (except certain personal property which is taxable at limited rates), for the payment of principal of and interest on the
Bonds when due. The Bonds are secured on a parity with approximately $109,536,439" of other general obligations bonds of the
District that will be outstanding following the issuance of the Bonds. See “SECURITY FOR THE BONDS,” “TAX BASE FOR
REPAYMENT OF BONDS - Ad Valorem Property Taxation” and “DISTRICT FINANCIAL INFORMATION - Long-Term District
Debt,” and “- General Obligation Bonds.”

The Bonds will be issued in book-entry form only, and will be initially issued and registered in the name of Cede & Co. as nominee
for The Depository Trust Company, New York, New York (“DTC”). Purchasers of beneficial ownership interests in the Bonds will
not receive certificates representing their interest in the Bonds. See “THE BONDS - Book-Entry-Only System” and
APPENDIX C - “BOOK-ENTRY ONLY SYSTEM.”

Interest on the Bonds will accrue from their date of delivery and is payable semiannually on February 1 and August 1 of each
year, commencing February 1, 2020. The Bonds will be issued in denominations of $5,000 or any integral multiple thereof.

Payments of principal of and interest on the Bonds will be paid by The Bank of New York Mellon Trust Company, N.A., as the
Paying Agent, Registrar and Transfer Agent (the “Paying Agent”) to DTC for subsequent disbursement to DTC Participants (defined
in this Official Statement) who will remit such payments to the beneficial owners of the Bonds. See “THE BONDS - Book-Entry
Only System.”

The Bonds are subject to optional or mandatory sinking fund redemption prior to maturity as described herein. See “THE
BONDS — Redemption.” The Bonds are general obligation bonds of the District and do not constitute a debt, liability or
obligation of the County. No part of any fund of the County is pledged or obligated to the payment of the Bonds.

MATURITY SCHEDULE
(See Inside Cover Page)

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 Bonds will be offered when, as and if issued and received by the Underwriter, subject to the approval of legality by Best Best
& Krieger LLP, Riverside, California, Bond Counsel. Certain legal matters will be passed on for the District by Best Best & Krieger
LLP, Riverside, California, as Disclosure Counsel and District Counsel. Certain legal matters are being passed upon for the
Underwriter by Kutak Rock LLP, Denver, Colorado, as Underwriter’s Counsel. The Bonds, in book-entry form, will be available for
delivery through the facilities of The Depository Trust Company in New York, New York on or about June 26, 2019.*

STIFEL

The date of this Official Statement is June __, 2019.

* Preliminary, subject to change.
 Outstanding as of June 1, 2019.
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No dealer, broker, salesperson or other persorbéas authorized by the District or the Underwritegive any
information or to make any representations othan tthose contained in this Official Statement.gifien or made, such
other information or representations must not tiedaipon as having been authorized by the Distiidche Underwriter.
This Official Statement does not constitute anrdftesell or the solicitation of an offer to buygrrshall there be any sale
of the Bonds by a person in any jurisdiction in ethit is unlawful for such person to make such #arpsolicitation or
sale.

This Official Statement is not to be construed asoatract with the purchasers of the Bonds. Stemes
contained in this Official Statement which involestimates, forecasts or matters of opinion, whetinerot expressly so
described in this Official Statement, are intendelly as such and are not to be construed assexpegions of fact.

The information and expression of opinion in thiffiéal Statement are subject to change withoutiagoand
neither delivery of this Official Statement nor asale made under this Official Statement shall,eurahy circumstances,
create any implication that there has been no ehamghe affairs of the District or any other pastidescribed in this
Official Statement since the date of this Officeihtement. This Official Statement is being sutediin connection with
the sale of the Bonds referred to in this OffiGhtement and may not be reproduced or used, itevanan part, for any
other purpose, unless authorized in writing byEmsrict. All summaries of documents and laws la@de subject to the
provisions thereof and do not purport to be congpdehtements of any or all such provisions.

All information for investors regarding the Distrignd the Bonds is contained in this Official Sta¢at. While
the District maintains an Internet website for was purposes, none of the information on this websiintended to assist
investors in making any investment decision or tovjgle any continuing information with respect teetBonds or any
other bonds or obligations of the District.

Certain statements included or incorporated byreefee in this Official Statement constitute “forddooking
statements” within the meaning of the United St&tagate Securities Litigation Reform Act of 19%gction 21E of the
United States Securities Exchange Act of 1934 naasnaled, and Section 27A of the United States SasuAct of 1933,
as amended. Such statements are generally iddaifby the terminology used such as a “plan,” &etfj “estimate,”
“project,” “budget” or similar words. Such forwatdoking statements include, but are not limiteccéotain statements
contained in the information under the captions ETBISTRICT,” “DISTRICT FINANCIAL INFORMATION" and
APPENDIX F - “COUNTY OF MADERA OFFICE OF THE TREASURER TAX-COIECTOR STATEMENT OF
INVESTMENT POLICY.”

The achievement of certain results or other expieots contained in such forward-looking statement®lves
known and unknown risks, uncertainties and othetofa which may cause actual results, performancecioievements
described to be materially different from any fetuesults, performance or achievements expressedptied by such
forward-looking statements. While the District lmgeed to provide certain on-going financial apdrating data for a
limited period of time, it does not plan to issuwy apdates or revisions to those forward-lookirajeshents if or when its
expectations or events, conditions or circumstanoeshich statements are based change. See “LHGALTERS” and
APPENDIX D- “FORM OF CONTINUING DISCLOSURE AGREEMENT.”

The Underwriter has provided the following sentefaeinclusion in this Official Statement: “The Werwriter
has reviewed the information in this Official Staent in accordance with, and as a part of, itsamsipilities to investors
under the federal securities laws as applied tdabts and circumstances of this transaction, leitinderwriter does not
guarantee the accuracy or completeness of suchrmafmn.”

With respect to this offering, the Underwriter may allot or effect transactions which stabilize or maitain
the market price of the Bonds at levels above thosthat might otherwise prevail in the open market. Such
stabilizing, if commenced, may be discontinued atry time. The Underwriter may offer and sell the Bads
described in this Official Statement to certain searities dealers and dealer banks and banks actingsaagent and
others at prices lower than the public offering prces stated in this Official Statement and said puld offering prices
may be changed from time to time by the Underwriter

The Bonds have not been registered under the Sectieis Act of 1933, as amended, in reliance upon an
exemption contained in such Act and have not beemgistered or qualified under the securities laws adny state.
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$35,000,000
MADERA UNIFIED SCHOOL DISTRICT
(Madera County, California)
GENERAL OBLIGATION BONDS
ELECTION OF 2018, SERIES 2019

INTRODUCTION

This Official Statement (which includes the covelgp, the inside cover page, the Table of Contents,
and theAppendicesattached to this Official Statement) is furnishgdifee Madera Unified School District (the
“District”), located in Madera County, Californighé “County”), to provide information concerningeth
$35,000,000 Madera Unified School District General ObligatiBonds, Election of 2018, Series 2019 (the
“Bonds”).

This Introduction is not a summary of this Officilatement. It is only a brief description of ajuide
to, and is qualified by, more complete and detailddrmation contained in the entire Official Staent,
including the cover page, inside cover page, thieleTaf Contents, and Appendices attached to thisiaif
Statement, and the documents summarized or deddinibthis Official Statement. A full review shoulsk
made of the entire Official Statement. The offgraf Bonds to potential investors is made only Bans of the
entire Official Statement.

This Official Statement speaks only as of its dated the information contained herein is subject to
change. The District has no obligation to updageifiormation in this Official Statement, exceptraguired by
the Continuing Disclosure Agreement described hei®ee “LEGAL MATTERS - Continuing Disclosure” and
APPENDIX D — “FORM OF CONTINUING DISCLOSURE AGREEMH .”

The purpose of this Official Statement is to supipiformation to prospective buyers of the Bonds.
Quotations from and summaries and explanationkeBonds, the resolutions of the Board of Educatiba
“Board”) of the District providing for the issuane@d payment of the Bonds, and the constitutionaigions,
statutes and other documents described hereinptdpunport to be complete, and reference is hersage to
said documents, constitutional provisions and statfor the complete provisions thereof.

Any statements in this Official Statement involvingatters of opinion, whether or not expressly so
stated, are intended as such and not as repraeastat fact. This Official Statement is not todmnstrued as a
contract or agreement between the District or tber@y and the purchasers or owners of any of thelBo

The District

The District is located in the County and encompasgpproximately 383 square miles. The District's
territory includes all of the incorporated aredlwd City of Madera (the “City”) and unincorporatedritory of
the County adjacent to the City. The District emtty operates fourteen elementary schools foregak-6,
four elementary schools for grades TK-8, three teiddhools for grades 7-8, two high schools fodgsa9-12,
one alternative high school, one continuation Hghool, one adult school, and one alternative dthrcachool
for grades 7-12. Enrollment in the District in 3919 was at 20,878 (includes adult education) stisden
grades K through 12, and is projected to be 20i84&cal year 2019-20. The District is also tip@ssor of
four charter schools, two for grades K-8, one fiadgs 6-8 and one for grades 9-12, with total éneoit of
1,029 students in fiscal year 2018-19.

Sources of Payment for the Bonds

The Bonds are general obligation bonds of the DistiThe Board of Supervisors of the County has th
power and is obligated to annually leagt valoremtaxes for the payment of the Bonds and the intéheseon

" Preliminary, subject to change.



upon all property within the District subject tokédion by the District without limitation of rater @mount
(except certain personal property which is taxatlémited rates). The Bonds are secured on aypaith
approximately $109,536,430f other general obligations bonds of the DistriGee “SECURITY FOR THE
BONDS,” “TAX BASE FOR REPAYMENT OF BONDS Ad ValoremProperty Taxation” and “DISTRICT
FINANCIAL INFORMATION - Long-Term District Debt” and-“General Obligation Bonds.”

Purpose of Issue

Proceeds from the Bonds will be used to (i) finatlee acquisition and construction of certain school
facilities, and (ii) pay costs of issuance of thenBs. See “THE BONDS - Purpose of Issue” and
“FINANCING PLAN.”

Description of the Bonds

Bonds. The Bonds mature on August 1 in the years artiéramounts indicated on the inside cover
page of this Official Statement.

Payments Interest on the Bonds accrues from the datel¥eaty of the Bonds at the rates set forth on
the inside cover page of this Official Statementd & payable semiannually on each February 1 arghigt 1,
commencing February 1, 2020. The principal amafithe Bonds is payable at maturity in the yeadscated
on the inside cover page of this Official Statememdn surrender of the Bonds for payment.

Registration The Bonds will be issued in fully registered noronly, registered in the name of
Cede & Co. as nominee of The Depository Trust CampdNew York, New York (“DTC”), and will be
available to actual purchasers of the Bonds (thenicial Owners”) in the denominations set forth the
inside cover page of this Official Statement, urttier book-entry only system maintained by DTC, dhhpugh
brokers and dealers who are or act through DTOdj=nhts as described in this Official StatemeBeneficial
Owners will not be entitled to receive physicaligaly of the Bonds. See “THE BOND3ook-Entry Only
System” and APPENDIX €“BOOK-ENTRY ONLY SYSTEM.”

Denominations The Bonds will be issued and beneficial owngrshterests may be purchased by
Beneficial Owners in denominations of $5,000 ppatiamount.

Redemption The Bonds are subject to optional and mandasanking fund redemption prior to
maturity as described herein. See “THE BONB8demption” herein.

Authority for Issuance of the Bonds

The Bonds are issued pursuant to the provisiosrtatle 4.5 of Chapter 3 of Part 11 of Division £ o
Title 5 of the Government Code of the State of {Gatia (the “Act”) and other applicable law, andguant to a
resolution adopted by the Board of the District btay 14, 2019 (the “Resolution”). See “THE
BONDS - Authority for Issuance.”

Offering and Delivery of the Bonds

The Bonds are offered when, as and if issued, sutgeapproval as to the validity by Bond Coundeél.
is anticipated that the Bonds will be available detfivery through DTC in New York, New York on obaut
June 26, 2018.

" Outstanding as of June 1, 2019.
" Preliminary, subject to change.



Continuing Disclosure

In order to assist the Underwriter of the Bondsamplying with Rule 15¢2-12(b)(5) of the Securitaxl
Exchange Commission, the District will covenant floe benefit for the bondholders, pursuant to atiGoimg
Disclosure Agreement, to provide certain annuarfeial information and operating data relatingh®e District,
and notices of the occurrence of certain enumeratedts. The specific nature of the informatiorbéomade
available and of the notices of enumerated everssmmarized below under the caption “LEGAL MATTERS
Continuing Disclosure” and APPENDIX D - “FORM OF GDINUING DISCLOSURE AGREEMENT” in this
Official Statement.

Other Information

This Official Statement speaks only as of its dated the information contained in this Official
Statement is subject to change. Copies of docwsmefierred to in this Official Statement and infatran
concerning the Bonds are available from the Deguperintendent, Madera Unified School District, 290
Howard Road, Madera, California 93637, telephoB&9) 675-4500. The District may impose a charge fo
copying, mailing and handling.

This Official Statement is not to be construed asoatract with the purchasers of the Bonds.
Statements contained in this Official Statement ciwhinvolve estimates, forecasts or matters of opini
whether or not expressly so described in this @ffi§tatement, are intended solely as such andatréo be
construed as representations of fact. The sumsnand references to documents, statutes and coiostél
provisions referred to in this Official Statemerd dot purport to be comprehensive or definitived ame
gualified in their entireties by reference to eatluch documents, statutes and constitutionaligpians.

The information set forth in this Official Statemienther than that provided by the District, hagrbe
obtained from official sources which are believedbie reliable but it is not guaranteed as to acyu@
completeness, and is not to be construed as asegeadion by the District. The information and regsions of
opinions in this Official Statement are subjectctmnge without notice and neither delivery of tGificial
Statement nor any sale made under this OfficiateStant shall, under any circumstances, create any
implication that there has been no change in tfearafof the District since the date of this OffitStatement.
This Official Statement is submitted in connectiwith the sale of the Bonds referred to in this Céi
Statement and may not be reproduced or used, ifevanan part, for any other purpose.

All terms used in this Official Statement and ntiteswise defined shall have the meanings given such
terms in the Resolution.

THE BONDS
Authority for Issuance

The Bonds are issued pursuant to the provisionkeoAct and other applicable law, and pursuant to a
resolution adopted by the Board of Education ofDirict on May 14, 2019 (the “Resolution”). T®unty
has authorized school districts in the County soiésbonds on their own behalf, pursuant to lantbefState of
California (the “State”) and a resolution adoptedviay 6, 2003, by the County Board of Supervisors.

The District received authorization at an electimhd on November 6, 2018, by an affirmative vote of
63.50% of the votes cast by eligible voters witthia District (the “2018 Authorization”) to issuetrio exceed
$120,000,000 of general obligation bonds (the “fecof 2018 Bonds”). The election was conductetspant
to California State Proposition 39 of November 20&3d applicable statutes), which amended ArtidiéAXof
the California Constitution to permit the approwedlgeneral obligation bonds of a school district35% or
more of the votes cast on the measure, subjecert@ic accountability features (see “CONSTITUTIONAL
AND STATUTORY PROVISIONS AFFECTING DISTRICT REVENUWE AND APPROPRIATIONS -



Article XIIIA of the California Constitution” herel). The Bonds will be issued on a parity basishwit
approximately $109,536,438f the District’s currently outstanding generaligation bonds.

Purpose of Issue

The net proceeds of the Bonds are authorized tigmegcquire and construct new school facilitig@hie
District intends to use the net proceeds of thedBom finance the design and construction costa néw
middle school facility and the acquisition of a kKséhool site. See “FINANCING PLAN" herein.

Security

Section 52515 to the California Government Codeviges that voter-approved general obligation
bonds which are secured by valoremtax collections are secured by a statutory lieralbnevenues received
pursuant to the levy and collection of the propdety imposed to service those bonds. Said lierclats
automatically and is valid and binding from the dinthe bonds are executed and delivered. See
“CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTINGDISTRICT REVENUES AND
APPROPRIATIONS — California Senate Bill 222.”

The Board of Supervisors of the County has the pamel is obligated to annually lexad valorem
taxes for the payment of the Bonds and the intdlresteon upon all property within the District seddj to
taxation by the District without limitation of rate amount (except certain personal property wiidhxable at
limited rates). Such taxes will be levied annuailyaddition to all other taxes during the peribdttthe Bonds
are outstanding in an amount sufficient to payphecipal of and interest on the Bonds when duechSaxes,
when collected, will be deposited into the Madenaifidd School District General Obligation Bond Debt
Service Fund (the “Debt Service Fund”), which ismtained by the County and which is required byAlseto
be applied for the payment of principal of and nes¢ on the Bonds when due. Although the County is
obligated to levy amd valoremtax for the payment of the Bonds and to make tinpalyment of principal of
and interest on the Bonds when due, and will mairttee Debt Service Fund, the Bonds are not a diebie
County.

The moneys in the Debt Service Fund, to the extenessary to pay the principal of, premium, if any,
and interest on the Bonds as the same becomeshduygagiable, shall be remitted by the County toRbging
Agent (as defined below), which will then remit buands to DTC for payment of such principal, premj if
any, and interest to its Participants (as definaein) for subsequent disbursement to the Benkfnimers of
the Bonds.

The amount of the annuatl valoremtax levied by the County to repay the Bonds wdldetermined
by the relationship between the assessed valuafidaxable property in the District and the amoahtebt
service due on the Bonds. Fluctuations in the ahdebt service on the Bonds and the assessed ghlue
taxable property in the District may cause the ahtax rate to fluctuate. Economic and other facteeyond
the District’'s control, such as a general markefide in property values, reclassification of pndpeo a class
exempt from taxation, whether by ownership or usecli as exemption for property owned by State of
California (the “State”) and local agencies andperty used for qualified educational, hospital, r¢bale or
religious purposes), or the complete or partiatrdesion of taxable property caused by natural @anmade
disaster, such as earthquake, flood, or toxic comiation, could cause a reduction in the assesa&te \of
taxable property within the District and necessitatcorresponding increase in the annual tax fate.further
information regarding the District's assessed vadma tax rates, overlapping debt, and other maitencerning
taxation, see “TAX BASE FOR REPAYMENT OF BONDS” kér.

" Outstanding as of June 1, 2019.



Description of the Bonds

Interest on the Bonds accrues from the date of@sglj and is payable semiannually on February 1 and
August 1 of each year (each a “Bond Payment Datetymencing February 1, 2020 at the annual inteadss
shown on the inside cover of this Official Stateinelhe Bonds will be issued in denominations of0$9 or
any integral multiple thereof. Interest will aceron the Bonds on the basis of a 360-day year dsetpof
twelve 30-day months.

The Bonds will be issued in book-entry form onlgdawill be initially issued and registered in treenme
of DTC. Principal of, premium, if any, and interes the Bonds is payable by the Paying Agent &ised
below) to DTC. DTC is responsible for disbursingls payments to the Beneficial Owners in accordavitie
the DTC book-entry only system. See Book-Entry Only System” and APPENDIX C*'BOOK-ENTRY
ONLY SYSTEM.”

See the Maturity Schedule on the inside cover f@ maturity schedule of the Bonds, “DEBT
SERVICE SCHEDULE” for the debt service schedule ftve Bonds and “DISTRICT FINANCIAL
INFORMATION - Long-Term District Debt,” and-“General Obligation Bonds” for a schedule of corahlin
debt service of the Bonds and the District’s othéstanding general obligation bonds.

Paying Agent

The Bank of New York Mellon Trust Company, N.A.,I@a, Texas will act as the initial Paying Agent,
Registrar and Transfer Agent (the “Paying Agenti) the Bonds. If the Paying Agent resigns or rmaeed by
the District, a successor Paying Agent will be apigal by the District.

Redemption

Optional Redemption The Bonds maturing on or before August 1, 20re nt subject to redemption
prior to their fixed maturity dates. The Bonds omatg on or after August 1, 20__ are subject teenagtion
prior to their fixed maturity dates at the optidrtlee District, from any source of funds, in whalein part, on
any date on or after August 1, 20__, at a redemptiice equal to the principal amount of the Botabe
redeemed plus interest accrued thereon to thdigatefor redemption, without premium.

Mandatory Sinking Fund RedemptianThe Bonds maturing on or after 1, 2Qthe “Term
Bonds” ) are subject to mandatory sinking fund negigon in part by lot at a redemption price equattie
principal amount thereof to be redeemed, plus &ctraterest thereon to the date of redemption, amith
premium, in the aggregate respective principal an®and on August 1, in the respective years afodétin
the following table:

Term Bonds Maturing 1, 20

Redemption Date

(August 1) Amount

Selection of Bonds for Redemption

If less than all Outstanding Bonds are to be re@ekrthe Paying Agent, upon written instruction from
the District, shall select Bonds for redemptiorsaglirected in such written instruction, or if natten direction
is given, on a pro-rata basis in integral multiptésfive thousand dollars ($5,000). Within a m#tyrthe
Paying Agent shall select Bonds for redemption @ty |Redemption by lot shall be in such mannerhas t
Paying Agent shall determine to be appropriateyigem, however, that the portion of any Bond toddeemed

" Preliminary, subject to change.



in part shall be in the principal amount of fiveotisand dollars ($5,000) or any integral multipleréof. If
some but not all of the Term Bonds are redeemes aggregate principal amount of the Term Bondseo b
redeemed in each year shall be reduced by the gaggrprincipal amount of the Term Bonds so redeamée
allocated among principal amounts on a pro-ratélasntegral multiples of five thousand dolla5(000).

Notice of Redemption

When redemption is authorized or required, the mpyhgent, upon written instruction from the
District, shall give notice (a “Redemption Notices)) the redemption of the Bonds. Such Redemptiotide
shall specify: (a) the Bonds or designated porttbeseof (in the case of redemption of the Bondgsairt but not
in whole) which are to be redeemed, (b) the datedémption, (c) the place or places where themetien
will be made, including the name and address ofRGging Agent, (d) the redemption price, (e) theSTRJ
numbers (if any) assigned to the Bonds to be reddeff) the bond numbers of the Bonds to be reddeme
whole or in part and, in the case of any Bond tardsieemed in part only, the principal amount armadest
maturity date of each Bond to be redeemed in wboia part. Such Redemption Notice shall furthetesthat
on the specified redemption date there shall beadmeeand payable upon each Bond or portion thdyeiniy
redeemed at the redemption price thereof, togetitérthe interest accrued to the redemption dael that
from and after such date, interest with respeatetbeshall cease to accrue. Such Redemption Noi&e be
conditional and subject to rescission as outlingldw.

The Paying Agent shall take the following actiornthwespect to any such Redemption Notice:

(a) At least 20 but not more than 45 days prightoredemption date, the Redemption Notice shall
be given to the respective owners of Bonds destgh&dr redemption by first class mail,
postage prepaid, at their addresses appearingeddaiid Register.

(b) At least 20 but not more than 45 days priagh®redemption date, the Redemption Notice shall
be given by (1) first class mail, postage prepdi); telephonically confirmed facsimile
transmission; or (3) overnight delivery serviceD®C or a substitute depository as set forth in
the Resolution.

(c) At least 20 but not more than 45 days pridh®redemption date, the Redemption Notice shall
be given by (1) first class mail, postage prepdi); telephonically confirmed facsimile
transmission; or (3) overnight delivery service,th@ Electronic Municipal Market Access
System of the Municipal Securities Rulemaking Boarather such system in accordance with
the then current guidance of the Securities andh&xge Commission.

Neither failure to receive or failure to give anyed@mption Notice nor any defect in any such
Redemption Notice so given shall affect the sutcy of the proceedings for the redemption of tlhad®
being redeemed. Each check issued or other traosfends made by the Paying Agent for the purpoke
redeeming Bonds shall bear or include the CUSIPbhmundentifying, by series and maturity, the Bormads
being redeemed with such check or other transfer.

Rescission of Notice The District shall have the right to rescind aptional redemption by written
notice to the Paying Agent on or prior to the dated for redemption. Any notice of optional redation shall
be cancelled and annulled if for any reason funidisnat or are not available on the date fixed fedemption
for the payment in full of the Bonds then called fedemption, and such cancellation shall not ctutstan
event of default under the Resolution. The Distiied the Paying Agent shall have no liabilityhe Owners or
any other party related to or arising from sucltissson of redemption. The Paying Agent shall matice of
rescission of redemption in the same manner asripmal notice of redemption was sent.



Partial Redemption of Bonds

Upon the surrender of any Bond redeemed in payt, diné District shall execute and the Paying Agent
shall authenticate and deliver to the owner theaeoéw Bond or Bonds of like tenor, series and nigtand of
authorized denominations equal in Transfer Amoarthe unredeemed portion of the Bond surrendefath
partial redemption shall be valid upon paymenthef @mount required to be paid to such owner, am€tunty
and the District shall be released and dischargecttpon from all liability to the extent of suciyment.

Effect of Notice of Redemption

Notice having been given as aforesaid, and fundghi® redemption of the Bond (including interest
accrued thereon to the applicable date of redempliaving been set aside in the Debt Service FinedBonds
to be redeemed shall become due and payable ordatelf redemption.

If on such redemption date, money for the redempaicall the Bonds to be redeemed including interes
thereon accrued to such redemption date, shallelieldy the Paying Agent so as to be available foemn
such redemption date, and if notice of redempt@neof shall have been given as aforesaid, then &ud after
such redemption date, interest with respect toBbeds to be redeemed shall cease to accrue ananbkeco
payable. All money held by or on behalf of the iRgyAgent for the redemption of Bonds shall be helttust
for the account of the owners of the Bonds so teedeemed.

All Bonds paid at maturity or redeemed prior to unéy shall be cancelled upon surrender thereaf, an
shall be delivered to or upon the order of the @pand the District in lieu of redemption. All any portion of
a Bond purchased by the County or the Districtldf@tancelled by the Paying Agent.

Purchase of Bonds

In lieu of payment at maturity or redemption at thquest of the District, moneys in the Debt Servic
Fund may be used and withdrawn by the TreasurerCladlector of the County (the “County Treasured) the
purchase of outstanding Bonds, at public or prigatie as and when, and at such prices (includiokebage
and other charges) as the District may directjduab event may Bonds be purchased at a pricedassxof the
principal amount thereof, plus interest accruedh® date of purchase. All or any portion of anyn8o
purchased by the County Treasurer, in lieu of payna¢ maturity or redemption, shall be surrendecednd
cancelled by the Paying Agent and delivered tdiserict.

Book-Entry Only System

The Bonds will be issued as one fully registereddowithout coupons for each maturity and, when
issued, will be registered in the name of C&d€o., as nominee of DTC. DTC will act as secusitiepository
of the Bonds. Individual purchases may be madgowk-entry form only, in denominations of $5,000amy
integral multiple thereof. Purchasers will not e certificates representing their interest ie Bonds
purchased. Principal of and interest on the Bavid$e paid to DTC, which will in turn remit sugtrincipal of
and interest to its participants for subsequematisal to the beneficial owners of the Bonds asrde=d in this
Official Statement. See APPENDIX-CBOOK-ENTRY ONLY SYSTEM.”

Defeasance

All or any portion of the outstanding Bonds may gmed and discharged in any one or more of the
following ways:

(2) by irrevocably depositing with the Paying Agemtan independent escrow agent an
amount of cash which together with amounts theweposit in the Debt Service Fund, is sufficient to
pay all of the Bonds outstanding and designatediébeasance, including all principal and interest a
premium, if any; or



(2) by irrevocably depositing with the Paying Agemt an independent escrow agent
noncallable United States Obligations (defined Wldogether with cash, if required, in such amount
as will, in the opinion of an independent certiffablic accountant, together with the interestdorae
thereon and moneys then on deposit in the Debti&eRund, together with interest to accrue thereon,
be fully sufficient to pay and discharge all Bormagstanding and designated for defeasance (ingudin
all principal and interest represented therebymegayment premiums, if any).

If a Bond is defeased as described above, thesbhdjations of the District and the Paying Agenten
the Resolution with respect to such outstandingdBsimall cease and terminate, whether or not suctt Bas
been surrendered for payment, except only the alidig of the District to pay or cause to be paithie® Owners
of such designated Bonds all sums due thereonhendliligations of the District with respect to dplicable
Rebate Fund.

In the Resolution, United States Obligations arfendd as follows: Direct and general obligationgho#
United States of America (which may consist of gétions of the Resolution Funding Corporation that
constitute interest strips), or obligations thag anconditionally guaranteed as to principal andrest by the
United States of America, including United Statesabury Certificates, Notes and Bonds (includirgteSand
Local Government Series — “SLGs”). In the casealioéct and general obligations of the United Staies
America, Government Obligations shall include euwks of direct ownership of proportionate intereats
future interest or principal payments of such diigns. Investments in such proportionate interestist be
limited to circumstances where (a) a bank or tooshpany acts as custodian and holds the underlymted
States obligations; (b) the owner of the investmenthe real party in interest and has the righpttoceed
directly and individually against the obligor ofetlunderlying United States obligations; and (c)uhderlying
United States obligations are held in a speciabawt; segregated from the custodian’s general assetl are
not available to satisfy any claim of the custodiamy person claiming through the custodian, or @emngon to
whom the custodian may be obligated; provided slieh obligations are rated or assessed at ledsglass
direct and general obligations of the United Stdigseither S&P Global Ratings or by Moody’'s Investo
Service.

Supplemental Resolutions

The Resolution, and the rights and obligationshef District and of the Owners of the Bonds, may be
modified or amended at any time by a supplememsblution adopted by the Board of Education wité th
written consent of Owners owning at least 60% igragate principal amount of the Bonds then outsitand
No such modification or amendment shall, (i) extémel maturity of any Bond or the time for payingenest
thereon, or otherwise alter or impair the obligatod the District to pay the principal of, and ihterest and any
premium on, any Bond, without the express consktlteoOwner of such Bond, (ii) permit the creatmmny
pledge of or lien upon the monies on deposit inQkbt Service Fund, superior to or on a parity i pledge
and lien created for the benefit of the Bonds) (e@duce the percentage of Bonds required for tihena@iment of
the Resolution, or (iv) reduce the principal amoahtor redemption premium on any Bond, or reduce th
interest rate thereon.

Notwithstanding the foregoing, the Resolution, #mel rights and obligations of the District and loé t
Owners of the Bonds may be modified or amendecdhattime by a supplemental resolution adopted by the
District without the written consent of the Ownéws any one or more of the following purposes:

(2) to add to the covenants and agreements of igtedd in the Resolution contained, other
covenants and agreements thereafter to be obsenvelimit or surrender any right or power ressv
in the Resolution to or conferred upon the District

2 to make modifications not adversely affectinty autstanding Bonds in any material
respect;



3) to make such provisions for the purpose of murany ambiguity, or of curing,
correcting or supplementing any defective provisiohthe Resolution, or in regard to questionsragis
under the Resolution, as the District may deem gsang or desirable and not inconsistent with the
Resolution, and which shall not adversely affeetrifghts of the Owners of the Bonds; or

4) to make such additions, deletions or modifmadi as may be necessary or desirable to
assure compliance by the District with Section d#&he Code relating to required rebate of montes t
the United States or otherwise as may be necessarysure exclusion from gross income for federal
income tax purposes of interest on the Bonds opidorm with the Treasury Regulations.

Any action taken pursuant to a Supplemental Resolsio consented to by the Owners of at least 60%
in aggregate principal amount of the Bonds thestaading shall be binding on the Owners of allhaf Bonds
and shall not be deemed to be inconsistent withcdrlye provisions of the Resolution, whatever ¢haracter
of such action may be, and such action may be takdrperformed as fully and freely as if expregs&ymitted
by the Resolution. After such consent relatingpecified matters has been given, no Bond Ownél Isinae
any right or interest to object to any such actorn any manner to question the propriety thexadb enjoin
or restrain the District or the Paying Agent, oy afficer or agent thereof, from taking any actumrsuant to
such consent.

Unclaimed Moneys

Anything contained in the Resolution to the contraotwithstanding, any monies held by the Paying
Agent in trust for the payment and discharge ofghacipal of, the interest and any premium on Bunds
which remain unclaimed for two years after the delten the payment of such principal, interest amhum
have become payable, if such monies were held &yPHying Agent at such date, shall be depositethéy
Paying Agent to the account of the District asaibsolute property free from any trust, and the Rayigent
shall thereupon be released and discharged wipeceshereto and the Owners of such Bonds shékl déody to
the District for the payment of the principal aftarest and any premium on their Bonds.

FINANCING PLAN

The District intends to finance the site developtmptanning and construction of a new middle school
facility and the acquisition, site development gainning of a K-8 school site (collectively the ‘tHaies”)
pursuant to the 2018 Authorization. The estimatest of site development, planning and construcéind
equipping of the Facilities is $35,911,679. Théofeing table provides a breakdown of costs estadato
finance the Facilities.

ESTIMATED COSTS FOR THE FACILITIES

Item Cost
1. Middle Schoo
Site Developmel & Planning $ 1,746,101
Constructiol 25,865,57
Construction soft cos 3,300,001
Total Cost $30,911,67
2. Additional School Facilities
Acquisition, Site Developmeré& Planning $ 5,000,00t
Total Cost $ 5,000,00
Total All Facilities $35,911,67

Source: Madera Unified School District.

" Preliminary, subject to change.



The District intends to finance the Facilities tngh a combination of sources which include the
issuance of general obligation bonds from its 28L&horization, the first series of which are thenfls. The
District has identified various sources that mayubed to finance the costs of the Facilities adcsét in the
table below which include the Bonds.

ESTIMATED SOURCES TO FINANCE
THE FACILITIES

Source Amount’
Bonds $34,625,00!
District’s Building Fun® 1,286,67
Total Source $35,911,67!

Preliminary, subject to change.
@ Special reserve fund for facilities.
Source: Madera Unified School District.

ESTIMATED SOURCES AND USES OF BOND PROCEEDS
The estimated sources and uses of funds in cooneesith the Bonds are as follows:

Sources of Fund

Principal Amount of Bonc

Original Issue Premiu
Total Sources of Fun

Uses of Fund

Building Func

Debt Service Fur

Underwriter'sDiscoun

Costs of Issuan®
Total Uses of Funt

@ Costs of issuance include, but are not limitedlégal fees, Municipal Advisory fees, printing cgstating

agency fees, and other miscellaneous fees and sxpen
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DEBT SERVICE SCHEDULE

The following table summarizes the annual debtiservequirements of the District for the Bonds,
assuming no optional redemption:

MADERA UNIFIED SCHOOL DISTRICT
GENERAL OBLIGATION BONDS
ELECTION OF 2018, SERIES 2019

Debt Service Schedule

Year Ending Annual Principal Annual Interest Total Annual Debt
(August 1) Payment Payment Service
202(
2021
202z
202:
202¢
202t
202¢
2027
202¢
202¢
203(
2031
203z
203¢
203¢
203t
203¢
2037
203¢
203¢
204(C
2041
204z
204:
2044
204t
204¢
2047
204¢

Source: Stifel, Nicolaus & Company, Incorporated.

See “DISTRICT FINANCIAL INFORMATION- Long-Term District Debt” and-“General Obligation
Bonds” for a schedule of the combined debt serwarpiirements for all of the District’s outstandiggneral
obligation bonds.
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APPLICATION OF PROCEEDS OF BONDS AND INVESTMENT
OF BOND PROCEEDS AND TAX REVENUES

Building Fund

The proceeds from the sale of the Bonds, to thenéxdf the principal amount thereof, shall be
deposited to the credit of the Madera Unified S¢hastrict Building Fund (the “Building Fund”) anshall be
kept separate and distinct from all other Countyd&i The proceeds shall be applied only for thbarized
purposes pursuant to the 2018 Authorization. é&sieearnings on moneys deposited in the BuildingdFahall
remain therein. Any excess proceeds of the Bootlseeded for the authorized purposes for whiclBiweds
are being issued shall be transferred to the Debti& Fund and applied to the payment of princgfend
interest on the Bonds. If, after payment in fulltlee Bonds, there remain excess proceeds, any exdss
amounts shall be transferred to the general futeoDistrict.

Debt Service Fund

Thead valoremproperty taxes securing the payment of the Borfusmweceived shall be kept separate
and apart in the Debt Service Fund establishedruhdeResolution and be used only for paymentsiotipal
of and interest on the Bonds. Interest earnedhenirivestment of monies held in the Debt ServicadrFu
established under the Resolution shall be retaingde Debt Service Fund and used to pay prinagband
interest on the Bonds when due.

Any excess proceeds of the Bonds not needed fopuhmose for which the Bonds are issued shall be
transferred to the Debt Service Fund establishel@muthe Resolution and applied to the payment iotpral of
and interest on the Bonds. If after payment ihdtithe Bonds there remains excess proceeds, wyexcess
amounts shall be transferred to the District’s gaineind. Amounts which the District determines aequired
to be rebated to the federal government will beod#pd in the Rebate Fund established under theltRries.

Monies held in the Debt Service Fund and the Rebatel established under the Resolution may be
invested in any investment permitted by law, inaglgdunder Government Code Sections 53601 and 53635.

It is anticipated that monies in the Building FuResbate Fund and the Debt Service Fund for the 8ond
will be invested in, and withdrawn from, the Mad@uwaunty Pooled Investment Fund as described below.

Madera County Pooled Investment Fund

The following is a general description of the Cgtsinvestment policy, current portfolio holdingsd
valuation procedures. The information was providgdthe County Treasurer. Neither the District ribe
Underwriter can make any representations regarding accuracy and completeness of the informatiat.
questions related to the investment practices ef @ounty Treasurer should be directed to the County
Treasurer at 200 West 4th Street, Madera, Cali@©®8637 (559) 675-7713.

The County Treasurer has authority to implement@ratsee the investment of funds on deposit in the
County’s pooled investment fund (the “Pooled Inwe=tt Fund”). The County’'s Pooled Investment Fund
includes the funds of the County and certain gawemtal entities located in the County, includingncm
districts, community college districts, and specihs$tricts. Interest earned is deposited quarténkp
participating funds. Any investment losses areethgroportionately by all funds in the Pooled lstneent
Fund.

A Treasury Oversight Committee is established leyBbard of Supervisors. The primary objectives of
the investment of public funds are: first to safaglinvestment principal, second to maintain sigficliquidity
to maintain daily cashflow requirements; and tlyirdb achieve a reasonable rate of return on th&gbo
consistent with the first two objectives. The @y Oversight Committee approves the investmehtyyo
reviews and monitors the County Treasurer’s monthhgstment reports, reviews depositories for Cpdunds
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and broker/dealer and banks as approved by thetZ@ueasurer, and causes an annual audit to beuctettito
determine the County Treasury’s compliance witlevaht investment statutes and ordinances as welieas
Investment Policy.

The County Treasurer maintains one Pooled Invedtiiand (the “PIF”) for all local jurisdictions
having funds on deposit in the County Treasury. oAEebruary 28, 2019, the portfolio assets comugishe
PIF had a market value of $393,706,851.80.

State law requires that all operating moneys ofGbanty, school districts, and certain specialriitst
be held by the County Treasurer. The County Trea'suoffice estimates that 100% of the depositthaPIF
are deposited on a mandatory basis.

While State law permits other governmental juridits, with the prior consent of the County Boafd o
Supervisors and the County Treasurer, to partieipathe County’'s PIF, none have been authorizéq,emor
are any pending consideration. The desire of then@ is to maintain a stable depositor base fosdhentities
participating in the PIF.

All purchases of securities for the PIF are to menin accordance with the County Treasurer’s 2019
Statement of Investment Policy, which is more reste than the investments authorized pursuari@dotions
53601 and 53635 of the California Government Codéie Policy Statement requires that all investment
transactions be governed by first giving considenato the safety and preservation of principal &qdidity
sufficient to meet daily cash flow needs prior &higving a reasonable rate of return on the investm
Investments are not authorized in reverse-repuecla@seements except for an unanticipated and inateedi
cash flow need that would otherwise cause the GoUrgasurer to sell portfolio securities prior taturity at a
principal loss.

The investments in the County Pooled InvestmentdFfasof April 30, 2019 were as follows:

Investments Par Value Book Value % of Portfolio
Medium Term Note $ 72,000,000.0 $ 72,038,279.7 16.20%
Federal Agency Coupon Securi 273,750,000.C 273,605,259.¢ 61.52
Non-Negotiable CI 1,000,000.0 1,000,000.0 0.22
CAMP: CA Asset Mgmt Progra 36,197,066.7 36,197,066.7 8.1¢
DepositoryAccount: 14,043,838.0 14,043,838.0 3.1¢
Local Agenc' Investmer Fund: 36,251,259.3 36,251,259.3 8.1t
Municipal Bonc 11,600,000.0 11,601,700.3 2.61
Total Investmen $444,842,164.1 $444,737,404.] 100.00%

Source: County of Madera Treasurer — Tax Collector

As of April 30, 2019, the market value of the PlRsvapproximately 99.60% of book value. The
County Treasurer estimates that sufficient ligyidikists within the portfolio to meet daily expemde needs
without requiring any sale of securities at a gpatloss prior to their maturity.

In keeping with Sections 53684 and 53844 of thef@aia Government Code, all interest, income,
gains and losses on the portfolio are distributeargrly to participants based upon their averaly alance
except for specific investments made on behalf padicular fund. In these instances, Section 83&4uires
that the investment income be credited to the §pdand in which the investment was made.

The County Board of Supervisors has established@raasury Oversight Committee” in compliance
with California Government Code Section 27131. r€uoily, the Committee is composed of the County
Auditor-Controller, the County Treasurer, the CgunBuperintendent of Schools, a school district
representative, the County Director of Public Woddad a public member at large. The purpose of the
committee is to review the prudence of the Countg\gestment Policy, portfolio holdings and investihe
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procedures, and to make any findings and recomntiemdaknown to the County Board of Supervisors.isTh
committee was reorganized to conform to new Sedairements requiring the County to have a locelsight
committee. The committee is utilized by the Coutdymanage, audit, and safeguard public funds and t
perform other internal control measures.

The County does not maintain a separate ratingsgrooled investment fund.

Neither the District nor the Underwriter has maderalependent investigation of the investmentien t
County PIF and has made no assessment of the c@oemty Investment Policy. The value of the vasio
investments in the County PIF will fluctuate on aily basis as a result of a multitude of factorgluding
generally prevailing interest rates and other envo@onditions. Therefore, there can be no asser#rat the
values of the various investments in the PIF woll vary significantly from the values describedhis Official
Statement.

A complete copy of the County’s Investment Polisycontained in APPENDIX F “COUNTY OF
MADERA OFFICE OF THE TREASURER TAX-COLLECTOR STATHEHBNT OF INVESTMENT
POLICY.”

SECURITY FOR THE BONDS

The Bonds are general obligation bonds of the BistiThe County Board of Supervisors, on behalf of
the District, is empowered and obligated annuallietry ad valoremtaxes upon all property subject to taxation
by the District, without limitation of rate or amaiu(except for certain personal property whichagatble at
limited rates), for the payment of the principal afid interest on the Bonds due and payable in & n
succeeding bond year (less amounts on deposieiDéht Service Fund established under the Resn)utidhe
Resolution pledges as security for the Bonds tleegeds from the levy of thad valoremtax which are
collected and allocated to the payment of the Bor&ke “TAX BASE FOR REPAYMENT OF BONDS.”

The Bonds are payable froad valoremtaxes levied within the District on a parity witither
outstanding general obligation bonds of the DistrNo part of any fund or account of the Countpledged or
obligated to the payment of the Bonds. See “TAXSEAFOR REPAYMENT OF BONDS Ad Valorem
Property Taxation” and “DISTRICT FINANCIAL INFORMAIDN - Long-Term District Debt” and-“General
Obligation Bonds.”

Pursuant to California Government Code Section 53%ie Bonds will be secured by a statutory lien
on all revenues received pursuant to the levy ailation of ad valoremproperty taxes for the payment
thereof. The lien automatically attaches, withiowther action or authorization by the Board of Bistrict, and
is valid and binding from the time the Bonds areaexed and delivered. The revenues received puirsmghe
levy and collection of thad valoremproperty tax will be immediately subject to thenlj and such lien will be
enforceable against the District, its successanstierees and creditors, and all other partiestaggeights
therein, irrespective of whether such parties haotece of the lien and without the need for phylsasivery,
recordation, filing or further act.

The amount of the annuadl valorentax levied by the County Board of Supervisorsegay the Bonds
will be determined by the relationship betweendhsessed valuation of taxable property in the iDisind the
amount of debt service due on the Bonds in any. yEarctuations in the annual debt service on tbed3 and
the assessed value of taxable property in theillisiray cause the annual tax rate to fluctuateonBmic and
other factors beyond the District’s control, sushganeral market decline in property values, rediaation of
property to a class exempt category from taxatiwhether by ownership or use (such as exemptions for
property owned by the federal government, the State local agencies and property used for qualified
educational, hospital, charitable or religious msgs), or the complete or partial destruction wéhléde property
caused by a natural or manmade disaster, suchrdgjeske, flood or toxic contamination, could cawase
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reduction in the assessed value of taxable propé@thin the District and necessitate a correspogdiicrease
in the annual tax rate.

TAX BASE FOR REPAYMENT OF BONDS

The information in this section describad valoremproperty taxation, assessed valuation and other
measures of the tax base of the District. The Bard payable on a parity solely frawah valoremtaxes levied
and collected by the County Treasurer on taxalbdpgty in the District. The District’'s general fiiis not a
source for the repayment of the Bonds.

Ad ValoremProperty Taxation

The collection of property taxes is significantttee District and the Owners of the Bonds in two
respects. First, the County Board of Supervisdiislevy and collectad valoremtaxes on all taxable parcels
within the District which are pledged specificatitythe repayment of the Bonds. Second, a sepgeatralad
valorem property tax levy levied in accordance with Amic{IlIA of the California Constitution and its
implementing legislation funds a portion of the tD®'s operating expenses. See “DISTRICT FINANCIA
INFORMATION - Education Funding Generally.” As described beltdve generahd valoremproperty tax
levy and the additionald valoremproperty tax levy pledged to repay the Bonds ballcollected on the annual
tax bills distributed by the County to the ownefparcels within the boundaries of the District.

Method of Property Taxation Beginning in fiscal year 1978-79, Article XIlIAnd its implementing
legislation permitted each county to levy and atlbdl property taxes and prescribed the way irciievies on
county-wide property values were to be shared Vital taxing entities within each county. All pespy is
assessed using full cash value as defined by ArHdIA of the State Constitution. State law, howe
provides exemptions fromad valoremproperty taxation for certain classes of propetgh as churches,
colleges, non-profit hospitals and charitable tosons. See, “CONSTITUTIONAL AND STATUTORY
PROVISIONS AFFECTING DISTRICT REVENUES AND APPRORRIONS - Article XIIIA of the
California Constitution,” herein.

For purposes of allocating a county’s basic prgpex levy, future assessed valuation growth albwe
under Article XIIIA (new construction, certain clgas of ownership, up to 2% inflation) will be alded on
the basis of “situs” among the jurisdictions thetve the tax rate area within which the growth ogcuLocal
agencies and schools will share the growth of “basarces from the tax rate area. State law ex@®pf000
of the assessed valuation of an owner-occupiecipahresidence. This exemption does not resudnin loss
of revenue to local agencies since an amount elgumivéo the taxes that would have been payableugh s
exempt values is provided by the State.

Taxes are levied for each fiscal year on taxaldéard personal property which is situated in antpu
as of the preceding January 1. Real property wtie@mges ownership or is newly constructed is v=dhht the
time the change in ownership occurs or the newtoaction is completed. The current year propeaty tate
will be applied to the reassessment, and the tarethen be adjusted by a proration factor toeetlthe portion
of the remaining tax year for which taxes are due.

For assessment and collection purposes, propectgssified either as “secured” or “unsecured” &nd
listed accordingly on separate parts of the assa#sill, also containing State-assessed propanty,property,
the taxes on which are a lien on real propertyigefit, in the opinion of the county assessor gituse payment
of the taxes. Other property is assessed on theetwred roll.”

Property taxes on the secured roll are due in hstallments, on November 1 and February 1 of each
fiscal year, and if unpaid become delinquent ondbdmer 10 and April 10, respectively. A penaltyl®fo
attaches immediately to all delinquent paymentsop&ty on the secured roll with respect to whigkes are
delinquent becomes tax defaulted on or about JOnef3he fiscal year. Such property may therealfier
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redeemed by payment of a penalty of 1.5% per mtmthe time of redemption, plus costs and a redempt
fee. If taxes are unpaid for a period of five year more, the property is subject to sale by ttea3urer-Tax
Collector of the county levying the tax.

Property taxes on the unsecured roll are due deeoflanuary 1 lien date and become delinquent, if
unpaid, on August 31. A 10% penalty attaches lmgigent unsecured taxes. If unsecured taxesrgraid at 5
p.m. on October 31, an additional penalty of 1.584ches to them on the first day of each month paid. A
county has four ways of collecting delinquent unsed personal property taxes: (1) bringing a cagtion
against the taxpayer; (2) filing a certificate iretoffice of the county clerk specifying certaiti&in order to
obtain a lien on certain property of the taxpaygy;filing a certificate of delinquency for recom the county
recorder’s office in order to obtain a lien on aertproperty of the taxpayer; and (4) seizing aglting personal
property improvements or possessory interests geigror assessed to the delinquent taxpayer.

District Assessed Valuation The assessed valuation of property in the Bistsi established by the
County Assessor, except for public utility propextjich is assessed by the State Board of Equalizati
(“SBE”). See ® Taxation of State-Assessed Ultility Property beldvgsessed valuations are reported at 100%
of the “full cash value” of the property, as defini Article XIIIA of the California Constitution. Prior to
1981-82, assessed valuations were reported at 250& ¢ull cash value of property. For a discussod how
properties currently are assessed, see “CONSTITMAIOAND STATUTORY PROVISIONS AFFECTING
DISTRICT REVENUES AND APPROPRIATIONS.”

The State Constitution currently requires a creti$7,000 of the taxable value of an owner-occupied
dwelling for which application has been made to@leinty Assessor. The revenue estimated to béddstal
taxing agencies due to the exemption is reimbufemtd State sources. Reimbursement is based ugah to
taxes due upon such exempt value and is not redogexhy amount for estimated or actual delinquencie
Current law also provides, upon application, a dasiemption of $100,000 increased by inflationvfeterans
with specified disabilities or for unmarried sposis# deceased veterans. The exemption may belrtose
$150,000 if the applicant meets the annual incomi bf $40,000.

Certain classes of property, such as churchesgges| not-for-profit hospitals, and charitable
institutions, are exempt from property taxation dochot appear on the tax rolls. No reimbursengeniade by
the State for such exemptions.

Both the generahd valoremproperty tax levy and the additioradl valoremlevy for the Bonds are
based upon the assessed valuation of the parcelsalfle property in the District. Property tas#lscated to
the District are collected by the County at the sdime and on the same tax rolls as are countyacitl special
district taxes. The assessed valuation of eaatepaf property is the same for both District amdinty taxing
purposes. The valuation of secured property byGbanty Assessor is established as of Januaryd.isan
subsequently equalized in September of each year.

Taxation of State-Assessed Utility Propertj portion of property tax revenue of the Didttig derived
from utility property subject to assessment by 88E. State-assessed property, or “unitary progersy
property of a utility system with components lochite many taxing jurisdictions that are assesseglasof a
“going concern” rather than as individual piecesezfl or personal property. The assessed valueit#ry and
certain other state-assessed property is allo¢atédte counties by the SBE, taxed at special cowntg rates,
and the tax revenues distributed to taxing jurisaiis (including the District) according to statytdormulae
generally based on the distribution of taxes ingher year.

Tax Collections and DelinquenciesA school district’s share of the 1% countywid ts based on the
actual allocation of property tax revenues to e@oing jurisdiction in the county in fiscal year 7&379, as
adjusted according to a complicated statutory sehemacted since that time. Revenues derived fpmuiaad
valoremtaxes for voter-approved indebtedness are resdovdtk taxing jurisdiction that approved and issue
the debt, and may only be used to repay that debt.
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Teeter Plan The County has implemented an alternative mettoodthe distribution of secured
property taxes to local agencies, known as the téfeBlan.” The Teeter Plan provisions are sethfamt
Sections 4701 to 4717 of the California RevenueTmdition Code. Upon adoption and implementatiothie
method by a county board of supervisors, local eigerfor which the county acts as “bank” and cartather
public agencies and taxing areas located in thatgaeceive annually the full amount of their shaf@roperty
taxes on the secured roll, including delinquentpprty taxes which have yet to be collected. Wahileounty
benefits from the penalties associated with theseglent taxes when they are paid, the Teeter iBlentended
to provide participating local agencies with statdsh flow and the elimination of collection risk.

To implement a Teeter Plan, the board of supersigbra county generally must elect to do so by
July 15 of the fiscal year in which it is to applAs a separate election, a county may elect t@ tlae Teeter
Plan procedures also apply to assessments onc¢heedeoll. The County Board of Supervisors haspaed
the Teeter Plan and has elected to include schiswlats, and the collection of taxes relating heit general
obligation bonds, in its Teeter Plan. The TeetanRpplies to the District and the Bonds.

Once adopted, a county’s Teeter Plan will remaiaffact in perpetuity unless the board of supergiso
orders its discontinuance or unless prior to th@mrmmencement of a fiscal year a petition for discardnce is
received and joined in by resolutions of the gowegrbodies of not less than two-thirds of the mgwtting
districts in the county. An electing county magwever, elect to discontinue the Teeter Plan wedpect to
any levying agency in the county if the board gbeswisors, by action taken not later than July f.& @scal
year, elects to discontinue the procedure with @espo such levying agency and the rate of sectazd
delinquencies in that agency in any year exceedsoBthe total of all taxes and assessments leviedhe
secured roll by that agency.

Upon making a Teeter Plan election, a county mustily provide a participating local agency with
95% of the estimated amount of the then-accumuletedielinquencies (excluding penalties) for thgerecy.
In the case of the initial year distribution of @ssments (if a county has elected to include asssds), 100%
of the assessment delinquencies (excluding pespliiee to be apportioned to the participating lagncy
which levied the assessment. After the initiatrdbsition, each participating local agency receiaesually
100% of the secured property tax levies to whicls ibtherwise entitled, regardless of whether thenty has
actually collected the levies.

If any tax or assessment which was distributed T@eter Plan participant is subsequently changed by
correction, cancellation or refund, a pro rata siipent for the amount of the change is made omdt@rds of
the treasurer and auditor of the county. Suchsaahent for a decrease in the tax or assessmewsigied by the
County as an interest-free offset against futur@aces of tax levies under the Teeter Plan.

The District is not aware of any petitions for tiecontinuance of the Teeter Plan now pending e th
County.
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Assessed Valuations

Property within the District had a total assessalthation for fiscal year 2018-19 of $6,551,905,992.
Table 1 below shows the assessed valuation in igtedd for fiscal years 2001-02 through 2018-19.

TABLE 1

MADERA UNIFIED SCHOOL DISTRICT

Assessed Valuations

Fiscal Years 2001-02 through 2018-19

Fisca
Year
2001-02
2002-03
200:2-04
2004-0&
200¢E-0€
200¢-07
2007%-08
200¢-0¢
200¢-1C
201¢-11
201112
2012-13
201214
201¢4-1E&
201%-1€
201¢-17
201718
201¢-1¢

Total Annual
Valuation % Change
$2,890,097,27 --
2,934,325,73 1.5%%
3,141,674,71 7.0%
3,306,104,59 5.2¢
3,773,672,93 14.1¢
4,497,006,99 19.17
5,264,965,91 17.0¢
5,648,251,26 7.2¢
5,113,235,22 (9.49)
4,811,814,03 (5.89
4,812,036,17 0.0C
4,930,714,35 2.4%
5,096,136,39 3.3t
5,369,790,43 5.37
5,672,348,51 5.€3
5,927,073,25 4.4¢
6,181,600,37 4.2¢
6,551,905,99 5.9¢

Source: California Municipal Statistics; CountyMédera.
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Tax Levies and Delinquencies

Table 2 below summarizes the annual secured tagehavithin the County and the amount delinquent
as of June 30 for past fiscal years within the @putunder the terms of the County’s Teeter Plag,District is
paid 100% of the secured tax levy each year byCinenty and the County takes responsibility for extihg
delinquencies and keeps penalties and interest.

TABLE 2
SECURED TAX CHARGES AND DELINQUENCY RATES @
Fiscal Years 2008-09 through 2017-18

County of Madera
Amount Percent
Secured Delinquent Delinquent

Fiscal Year Tax Chargée? June 30 June 30

200¢-09 $137,028,22 $ 773,36 0.5€%
200¢-10 130,376,44 623,35: 0.4¢
201C¢-11 120,870,31 153,91 0.1z
201112 125,739,86 505,13t 0.4C
2012-13 127,721,90 191,09: 0.1t
20114 132,124,91 1,057,99. 0.8(¢
201415 142,834,78 139,12 0.1C
201t-16 152,760,75 1,496,84: 0.9¢
201617 166,571,25 1,846,17. 1.11
201718 172,997,77 3,337,50 1.9

@ Amounts do not include tax collections for bondspecial assessments.
@ County-wide.
Source: County of Madera Comprehensive Annualrféiah Report for Fiscal Year 2017-18.

Tax Rates

The State Constitution permits the levy ofahvaloremtax on taxable property not to exceed 1% of
the full cash value of the property, and State taquires the full 1% tax to be levied. The levyspkcialad
valoremproperty taxes in excess of the 1% levy is peaditis necessary to provide for debt service pay@ment
on school bonds and other voter-approved indebssdne

The rate of tax necessary to pay fixed debt semicthe Bonds in a given year depends on the a&s$ess
value of taxable property in that year. (The rateas imposed on unsecured property for repaymérihe
Bonds is based on the prior year’s secured propaxtyate.) Economic and other factors beyond tis¢ribt’s
control, such as a general market decline in ptgp&ues, reclassification of property to a clagempt from
taxation, whether by ownership or use (such as pkiens for property owned by State and local agemnand
property used for qualified educational, hospitdiaritable or religious purposes), or the compt@teartial
destruction of taxable property caused by naturahanmade disaster, such as earthquake, flood,tfirec
dumping, etc., could cause a reduction in the assesalue of taxable property within the Districtda
necessitate a corresponding increase in the atewahte to be levied to pay the principal of amigriest on the
Bonds. Issuance of additional authorized bondherfuture might also cause the tax rate to increase

There were 84 tax rate areas in the District ioafirear 2018-19. A representative tax rate arehean
City of Madera portion of the District, Tax Rateear 2-000, had a fiscal year 2018-19 assessed neailuait
$547,109,008, representing approximately 8.35%hefDistrict’'s taxable assessed valuation. A repriegive
tax rate area in the unincorporated portion of Bh&trict, Tax Rate Area 61-006, had a fiscal ye@t&19
assessed valuation of $914,201,109, representir®pdBof the District’'s assessed valuation. Thdetalelow
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shows tax rates levied by all taxing entities ik Rate Area 2-000 and Tax Rate Area 61-006 foafigear

2018-19.
TABLE 3
MADERA UNIFIED SCHOOL DISTRICT
SUMMARY OF AD VALOREM TAX RATES
$1 PER $100 OF ASSESSED VALUATION
Typical Total Tax Rates

City of Madera — Tax Rate Area 2-000
2014-1E 201E-1€ 201€-17 201318 201¢-18
Geners $1.000001  $1.00000¢ $1.00000f  $1.00000¢ $1.00000
State Center Community College Bo .00930:¢ .00806:- .00848I .02593: .02296!
Madera Unified School District Bon 07267t .12786( .11387¢ .10281t .09686:
Total $1.08198: $1.13592. $1.12235' $1.12875¢ $1.11983

Unincorporated Madera County — Tax Rate Area 61-006

2014-1E 201E-1€ 201€-17 2017318 201¢-18
Geners $1.000000  $1.00000f  $1.00000(  $1.00000¢  $1.00000
State Center Community College Bo .00930:¢ .00806:- .00848I .02593: .02296!
Madera Unified School District Bon .07267t .12786( .11387¢ .10281t .09686:
Total $1.08198:  $1.13592. $1.12235' $1.12875¢  $1.11983

Source: California Municipal Statistics, Inc.
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Largest Taxpayers

Table 4 below lists the 20 largest property taxpayedthin the District measured by secured assessed

valuation for fiscal year 2018-19.

MADERA UNIFIED SCHOOL DISTRICT

Property Owner

Canandaigua West |
Ardagh Glass Ir

Goose Pond Ag It

CoNoOORA~MWNE

G 3 Enterprises Ir
10. Creekside Land Co LL
11. Taylor Creek Farn

12. Lion Daniel A & Jacqueline Trust-Ete
13.  Ricchiuti Patrick Vincent Trusti

14.  The Hulling Compan
15. Azteca Milling L F

16. RanchHoldings Fou

17. Pacific Orchards LL!
18. Golden Olive Ranch LL
19. Arnold Ca LLC

20. Par La Vina LLC

(@)

Cottonwoo( Creek Ranch LL!
John Hancock Life Ins €
GeorgiePacific Corrugated LL
Pacific Ethanol Madera LL

Diepersloot Robert J & Willemir

TABLE 4

Largest Local Secured Taxpayers
Fiscal Year 2018-19

2018-19 % of

Primary Land Use  Assessed Valuatio ~ Total™

Industria $140,183,63 2.29%
Industria 90,212,05 1.4
Agricultural 50,382,08 0.8
Agricultural 46,891,55 0.71i
Industria 40,763,22 0.67
Industria 37,071,99 0.61
Agricultural 29,865,80 0.4¢
Agricultural 27,595,45 0.4t
Agricultural 27,485,00 0.4t
Agricultural 26,096,15 0.4:
Agricultural 24,599,21 0.4C
Agricultural 22,315,83 0.3¢€
Agricultural 22,141,20 0.3¢€
Commercie 21,907,34 0.3¢
Industria 21,807,72 0.3¢
Agricultural 19,829,54 0.3
Agricultural 19,641,31 0.3
Agricultural 18,173,56 0.3C
Agricultural 17,951,78 0.2¢
Agricultural 17,672,99 0.2¢

$722,587,48 11.81%

Local secured assessed valuation: $6,120,969,622.
Source: Urban Futures, Inc. with information frdme Madera County 2018-19 secured property tax roll
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Assessed Valuation by Land Use

Table 5 below provides a distribution of taxablep®rty located in the District on the 2018-19 tab r
by principal purpose for which the land is used] t#re assessed valuation and number of parcetsa@ir use.

TABLE 5
MADERA UNIFIED SCHOOL DISTRICT
Fiscal Year 2018-19 Secured Assessed Valuation afdrcels by Land Use

Assessed % of No. of % of No. of Taxable %
Valuation® Total Parcels Total Parcels Total
Non-Residential:
Agricultural $1,150,761,798 18.80% 2,745 9.89% 692, 10.02%
Commercial 531,608,116 8.69 1,019 3.67 1,012 3.77
Vacant Commercial 64,963,474 1.06 165 0.59 159 59 0.
Industrial 1,119,571,614 18.29 266 0.96 259 0.96
Vacant Industrial 37,697,862 0.62 182 0.66 172 640.
Recreational 11,733,624 0.19 43 0.15 43 0.16
Government/Social/Institutional 6,525,982 0.11 727 1.00 182 0.68
Vacant Other 1,098,837 0.02 72 0.26 61 0.23
Miscellaneous 3,956,297 0.06 35 ~0.13 35 ~0.13
Subtotal Non-Residential $2,927,917,604 47.83% 4,804 17.31% 4,615 17.17%
Residential:
Single Family Residence $2,621,381,779 42.83% 316/, 62.37% 17,260 64.23%
Condominium/Townhouse 46,246,367 0.76 350 1.26 0 35 1.30
Mobile Home 18,616,483 0.30 333 1.20 333 1.24
2-3 Residential Units 66,044,533 1.08 577 2.08 7 57 2.15
4+ Residential Units/Apartments 210,595,271 3.44 301 1.08 299 1.11
Vacant Residential 230,167,585 3.76 4,080 14.70 3,440 12.80
Subtotal Residential $3,193,052,018 52.17% 58,9 82.69% 22,259 82.83%
Total $6,120,969,622 100.00% 27,760 100.00% 26,874 100.00%

@ Local secured assessed valuation; excluding taxapkproperty.
Source: California Municipal Statistics, Inc.

Assessed Valuation by Jurisdiction

The following Table 6 shows the fiscal year 2018a%8essed valuation of the District by jurisdiction

TABLE 6
MADERA UNIFIED SCHOOL DISTRICT
Assessed Valuation by Jurisdiction
Fiscal Year 2018-19

Assessed Valuation %of Assessed Valuation % of Jurisdiction
Jurisdiction in School District School District of Jurisdiction in School District
City of Madera $3,217,917,151 49.11% $ 3,217,97,1 100.00%
Unincorporated Madera County 3,333,988,841 50.89 $10,346,509,969 32.22%
Total District $6,551,905,992 100.00% $13,564,420,1
Madera County $6,551,905,992 100.00% $14,399,660,46 45.50%

Source: California Municipal Statistics, Inc.
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Assessed Valuation of Single-Family Homes

Table 7 below shows the assessed valuation ofesfiaghily homes in the District for fiscal year 2018
19, including the average and median assessed patusngle family home.

TABLE 7
MADERA UNIFIED SCHOOL DISTRICT
Per Parcel Fiscal Year 2018-19 Assessed ValuatiohQingle-Family Homes

No. of 2018-19 Average Median
Parcels Assessed Valuation Assessed Valuation Assessed Valuation
Single Family Residential 17,260 $2,621,381,779 $151,876 $141,800
No. of % of Total
2018-19 Single Family Single Family Cumulative Total % of Cumulative
Assessed Valuation Properties? Properties % of Total Valuation Total % of Total
$0 - $24,999 388 2.248% 2.248% $ 6,050,849 30R 0.231%
$25,000 - $49,999 907 5.255 7.503 35,313,833 1.347 1.578
$50,000 - $74,999 1,376 7.972 15.475 87,270,420 298.3 4.907
$75,000 - $99,999 2,082 12.063 27.538 183,903,854 .0167 11.923
$100,000 - $124,999 2,402 13.917 41.454 269,649,708.0.287 22.209
$125,000 - $149,999 2,205 12.775 54.229 303,290,9421.570 33.779
$150,000 - $174,999 2,121 12.289 66.518 343,873,169.3.118 46.897
$175,000 - $199,999 1,751 10.145 76.663 327,473,71412.492 59.390
$200,000 - $224,999 1,308 7.578 84.241 276,938,58710.565 69.954
$225,000 - $249,999 1,007 5.834 90.075 238,063,807 9.082 79.036
$250,000 - $274,999 603 3.494 93.569 157,895,944 0236. 85.059
$275,000 - $299,999 390 2.260 95.829 111,521,015 254. 89.313
$300,000 - $324,999 235 1.362 97.190 73,205,634 932.7 92.106
$325,000 - $349,999 156 0.904 98.094 52,635,905 082.0 94.114
$350,000 - $374,999 90 0.521 98.615 32,450,066 81.23 95.352
$375,000 - $399,999 63 0.365 98.980 24,336,348 80.92 96.280
$400,000 - $424,999 45 0.261 99.241 18,519,131 60.70 96.987
$425,000 - $449,999 22 0.127 99.368 9,561,335 0.365 97.351
$450,000 - $474,999 23 0.133 99.502 10,627,914 50.40 97.757
$475,000 - $499,999 15 0.087 99.589 7,350,754 0.280 98.037
$500,000 and greater 71 0.411 100.000 51,448,854 1.963 100.000
Total 17,260 100.000% $2,621,381,779 100.000%

@ Improved single family residential parcels. Extea condominiums and parcels with multiple famijtsi
Source: California Municipal Statistics, Inc.
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Direct and Overlapping Debt

Contained within the District are numerous overlaggocal agencies providing public services. Thes
local agencies have outstanding debt issued ifotine of general obligation, lease revenue and spéax and
assessment bonds. The direct and overlappingafiehé District is shown in Table 8 below. Tax aed@enue
anticipation notes, revenue, mortgage revenue axd allocation bonds, and non-bonded capital lease
obligations are excluded from the debt statememhe District has not reviewed the following tablar f
completion or accuracy and makes no representatioonnection therewith.

TABLE 8
MADERA UNIFIED SCHOOL DISTRICT
Estimated Direct and Overlapping Bonded Dett'?®
As of April 1, 2019

201¢-19 Assessed Valuatic $6,551,905,9¢
DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 4/1/19
State Center Community College Dist 7.661% $ 13,367,29
Madera Unified School District 10000C 109,536,44"
City of Madera Community Facilities District No. @&-1 10000c 2,389,61
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEE $125,293,35
DIRECT AND OVERLAPPING GENERAL FUND DEB"
Madera County Certificates of Participai 45.501% $ 4,584,34
Madera County Office of Education Certificates aftitipatior 45.50: 9,451,56.
Madera Unified School District Certificates of Paricipation 10000c 88,480,00
City of Madera Certificates of Participat 10000c 2,298,901
TOTAL DIRECT AND OVERLAPPING GENERAL FUND DEB $104,814,81
OVERLAPPING TAX INCREMENTDEBT (Successor Agenc $ 35,510,00
COMBINED TOTAL DEBT $265,618,16%

Ratios to 2018-19 Assessed Valuation:

Direct Debt ($109,536,440).......cccccuiiammmaciiiiieieiiies 1.67%
Total Direct and Overlapping Tax and AssessmetitD.. 1.91%

Combined Direct Debt ($198,016,440)......cccceeu......... 3.02%
Combined Total Debt............oooieeeiiiimm e 4.05%

Ratios to Redevelopment Incremental Valuation 048,468,466):
Total Overlapping Tax Increment Debt........................ 3.39%

@ Excludes the Bonds.
@ Excludes tax and revenue anticipation notes, eriserpevenue, mortgage revenue and non-bondedatégate obligations.
Source:  California Municipal Statistics, Inc.

THE DISTRICT

The information in this and other sections conaeggrihe District’s operations and operating budget i
provided as supplementary information only, arghibuld not be inferred from the inclusion of thiformation
in this Official Statement that the principal of ioterest on the Bonds is payable from the gerfarad of the
District. The Bonds are payable from the procegfdsnad valoremtax required to be levied by the County in
an amount sufficient for the payment thereof. ‘S#CURITY FOR THE BONDS” in the Official Statement
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Introduction

The District is located in the County and encompasgpproximately 383 square miles. The District's
territory includes all of the incorporated arealw# City and unincorporated territory of the Couatijjacent to
the City. The District currently operates fourtedementary schools for grades TK-6, four elemgnsahools
for grades TK-8, three middle schools for gradeéd fwo high schools for grades 9-12, one altereakiigh
school, one continuation high school, one adultosthand one alternative education school for 7-12.
Enroliment in the District in 2018-19 was 20,878dwnts in grades K through 12, and is projectdukbt@0,848
in fiscal year 2019-20. The District is also thmssor of four charter schools, two for grades KoBe for
grades 6-8 and one for grades 9-12, with totalllenent of 1,029 students in 2018-19.

Board of Education

The District is governed by a seven-member BoarBdcation, whose members are elected to four-
year terms. The terms are staggered on two y&&awais to provide for continuity of governancé.a lvacancy
arises during any term, the vacancy is filled byagpointment by a majority vote of the remainingaBb
members or, if there is no majority, by a spedietton.

The members of the Board of Education are idendtifielow.

TABLE 9
MADERA UNIFIED SCHOOL DISTRICT
Board of Education

Name Term Expires
Ray G. SeiberiPresiden November,202(
Ruben MendozzBoard Cler} November, 202
Ricardo ArredondcBoard Membe November, 202
Brent FernandeBoard Membe November, 202
Joetta FleakBoard Membe November, 202
Ed Mcintyre,Board Membe November, 202
Lucy SalazarBoard Membe November, 202

Source: Madera Unified School District.
Superintendent and Administrative Personnel

The Superintendent of the District is appointed thg Board and reports to the Board. The
Superintendent is responsible for management dDtbieict’'s day to-day operations and supervisesvibrk of
other District administrators and supervisors. eBhiographies of the Superintendent and other aidtrative
officers are set forth below.

Todd Lile Superintendent, was named the District's Supenohent in 2018. He had previously served
as Chief Academic Officer for Secondary in the Bast Mr. Lile graduated from California State Warsity,
Fresno, with a Bachelor of Arts Degree in Hist@agd from the College of New Jersey with a MastBregree
in Educational Leadership.

Sandon M. SchwartDeputy Superintendent, has been with the Distoictl8 years, serving primarily
as a site administrator. He holds a Bachelor ¢drge Degree in Business Administration with an leags in
Finance, and a Master’s Degree in Business Admatish from California State University, Fresno.

Arelis Garcia,Chief Financial Officer, has been with the Disttfiot 13 years, all within the Business
Office. She had previously served as the Lead éatiog Analyst and the Business Manager. Mrs. i@arc
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holds a Chief Business Official certification froBalifornia Association of School Business Officiand a
Bachelor of Science in Business/Accounting fromvénsity of Phoenix.

Rosalind CoxDirector of Facilities Planning and Constructdanagement, has been with the District
for 14 years, all within the Facilities Departmer@he had previously served as the Facilities RtgnAnalyst
for a year before serving in her current positidtcs. Cox holds a Bachelor of Arts Degree in Ecoimsnfrom
the University of California, San Diego, and a MastDegree in Economics from San Diego State Usityer

Employee Relations

The Madera Unified Teachers Association (“MUTA")shapproximately 1,078 member employees of
the District which include teachers, nurses, sclioainselors and librarians. The current term ef NHUTA
collective bargaining agreement will expire Jung Zm 9.

The Madera Adult Educators (“MAE”) labor union hag members which are teachers at the adult
school. The current term of the MAE collectivedmining agreement will expire June 30, 2019.

The Certified Management Bargaining AssociationMIBA") labor union has 79 member employees
of the District which includes principals, vicedpeipals, department heads and various adminisérativ
personnel. The current term of the CMBA collectdargaining agreement will expire June 30, 2019.

The classified labor union California School Emm@eyg Association (“CSEA”) has approximately 877
members and includes all classified employees ef Dhstrict. The current CSEA collective bargaining
agreement will expire June 30, 2019.

TABLE 10
MADERA UNIFIED SCHOOL DISTRICT
Number of Full-Time Equivalent Employees
Fiscal Years 2012-13 through 2019-20
(Rounded to the nearest whole number)

Total Number Total Number Total Number

of Certificated of Classified  of Management Total Number of
Fiscal Year Employees Employees Employees Employees
201z-13 914 514 11z 1,54(
20114 93¢ 534 12C 1,59:
201415 952 61C 124 1,687
201%k-16 99t 68¢< 137 1,81°¢
201€-17 1,08¢ 70C 14C 1,92¢
201718 1,11¢ 73€ 141 1,99¢
201¢-19 1,12( 73€ 14z 1,99¢
201¢-20% 1,12¢ 794 147 2,06¢

@ Estimated.
Source: Madera Unified School District.

DISTRICT FINANCIAL INFORMATION
Education Funding Generally

School districts in California receive operatingame primarily from two sources: the State-funded
portion which is derived from the State’s geneuad, and a locally-funded portion, being the distsishare of
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the one percent generad valoremtax levy authorized by the California Constitutids a result, decreases or
deferrals in education funding by the State coigdicantly affect a school district’s revenuegdasperations.

From 1973-74 to 2012-13, California school districperated under general purpose revenue limits
established by the State Legislature. In genemdenue limits were calculated for each school idistry
multiplying (1) the average daily attendance (“ADAbr such district by (2) a base revenue limit pait of
ADA. The revenue limit calculations were adjusteth@ally in accordance with a number of factors giestied
primarily to provide cost of living increases awdegualize revenues among all California schodtidis of the
same type. Funding of the District's revenue limds provided by a mix of local property taxes anates
apportionments of basic and equalization aid. Galyerthe State apportionments amounted to therdifice
between the District’s revenue limit and its lopedperty tax revenues.

The fiscal year 2013-14 State budget (the “201%tte Budget”) replaced the previous K-12 finance
system with a new formula known as the Local Cdrffnanding Formula (the “LCFF”). Under the LCFF,
revenue limits and most state categorical prograseee eliminated. School districts instead receiveding
based on the demographic profile of the studerdg Herve and gain greater flexibility to use thies®ls to
improve outcomes of students. The LCFF createsifignrgets based on student characteristics. ¢lovas
districts and charter schools, the LCFF fundinggets consist of grade span-specific base grants plu
supplemental and concentration grants that refsatent demographic factors. The LCFF includes the
following components:

. A base grant for each local education agency pérainADA, which varies with
respect to different grade spans. The base gr&2, 85 more than the average revenue
limit provided prior to LCFF implementation. Thedaagrants will be adjusted upward
each year to reflect cost-of-living increases. tidiaon, grades K-3 and 9-12 are
subject to adjustments of 10.4% and 2.6%, respaygtito cover the costs of class size
reduction in grades K-3 and the provision of cateehnical education in grades 9-12.

. A 20% supplemental grant for English learners, estisi from low-income families and
foster youth to reflect increased costs associatddeducating those students.

. An additional concentration grant of up to 50% ofoaal education agency’s base
grant, based on the number of English learnerdests from low-income families and
foster youth served by the local agency that cosepmore than 55% of enrollment.

. An economic recovery target to ensure that alme®ryelocal education agency
receives at least their pre-recession funding Jeeeljusted for inflation, at full
implementation of the LCFF.

The LCFF was implemented for fiscal year 2013-14s whased in gradually and fully implemented in
fiscal year 2018-19. Beginning in fiscal year 2A¥3-an annual transition adjustment was requiretbeo
calculated for each school district, equal to eaiskrict’s proportionate share of the appropriagiamcluded in
the State budget (based on the percentage of éstalstts students who are low-income, English feas, and
foster youth (“Targeted Students”), to close the dmeetween the prior-year funding level and the darg
allocation at full implementation of LCFF. In eagear, districts will have the same proportion oéith
respective funding gaps closed, with dollar amowatying depending on the size of a district’s fungdgap.

Funding levels used in the LCFF “Target Entitlemaatculations for fiscal year 2018-19 are setHort
in the following table. The unduplicated pupil pentages were as follows: 89.84% for fiscal year8209,
89.01% for fiscal years 2017-18, 89.10% for fisgaar 2016-17, 89.30% for fiscal year 2015-16, 8% &8r
fiscal year 2014-15 and 88.04% for fiscal year 2043
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Fiscal Years 2013-14 through 2018-19 Base Grannder LCFF by Grade Span

201¢-2C
Grade 2014-15 2015-16 2016-17 2017-18 2018-19 Base Grant
Span COLA COLA COLA COLA COLA Per ADA
TK/K-3 $7,011 $7,08: $7,08: $7,19¢ $7,45¢ $7,71°
4-6 7,11¢ 7,18¢ 7,18¢ 7,301 7,571 7,83:
7-8 7,32¢ 7,40: 7,40: 7,51¢ 7,79¢ 8,06¢
9-12 8,491 8,57¢ 8,57¢ 8,71 9,03« 9,341

* Does not include supplemental and concentratfantgunding entitiements.
Source: California Department of Education.

The new legislation included a “hold harmless” ps@mn which provided that a district or charter
school would maintain total revenue limit and catégpl funding at least equal to its 2012-13 lewsladjusted
for changes in ADA or cost of living adjustments.

The LCFF includes an accountability component. f2its are required to increase or improve services
for English language learners, low income, andefostouth students in proportion to supplemental and
concentration grant funding received. All schodtidcts, county offices of education, and charthosls are
required to develop and adopt local control andbactability plans, which identify local goals ineas that are
priorities for the State, including pupil achievemearent engagement, and school climate.

County superintendents review and provide supporthé districts under their jurisdiction, and the

Superintendent of Public Instruction performs aregponding role for county offices of educationatidition,

the 2013-14 State Budget created the CalifornidaBotative for Education Excellence to advise assish
school districts, county offices of education, &harter schools in achieving the goals identifiredhieir plans.
Under the LCFF and related legislation, the Staik eontinue to measure student achievement through
statewide assessments, produce an Academic Perfoemiadex for schools and subgroups of students,
determine the contents of the school accountabiiport card, and establish policies to impleméetfederal
accountability system.

Accounting Practices

The accounting practices of the District conform generally accepted accounting principles in
accordance with policies and procedures of thef@ala. School Accounting Manual. This manual, adaug
to Section 41010 of the California Education Casléo be followed by all California school distsct

District accounting is organized on the basis oidfgroups, with each group consisting of a sepaette
of self-balancing accounts containing assets, liieds, fund balances, revenues and expenditurks. niajor
fund classification is the general fund which acdeufor all financial resources not requiring acglefund
placement. The District’s fiscal year begins orydubnd ends on June 30.

District expenditures are accrued at the end ofiioal year to reflect the receipt of goods anwises
in that year. Revenues generally are recorded cash basis, except for items that are susceptbsedtrual
(measurable and/or available to finance operatio@sjrent taxes are considered susceptible to akcru
Revenues from specific state and federally fundexgepts are recognized when qualified expenditinage
been incurred. State block grant apportionments am@ued to the extent that they are measurable and
predictable. The State Department of Education sehd District updated information from time to &m
explaining the acceptable accounting treatmenewémue and expenditure categories.

The Governmental Accounting Standards Board (“GASpBublished its Statement No. 34 “Basic
Financial Statements — and Management’s DiscussidrAnalysis — for State and Local GovernmentsJame
30, 1999. Statement No. 34 provides guidelinesutiiters, state and local governments and specigdgse
governments such as school districts and publigiesi on new requirements for financial reportifeg all
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governmental agencies in the United States. Gdyerdile basic financial statements and required
supplementary information should include (i) Managat's Discussion and Analysis; (ii) financial staents
prepared using the economic measurement focus l@nddcrual basis of accounting; (iii) fund finatcia
statements prepared using the current financi@urees measurement focus and the modified accretiad

of accounting; and (iv) required supplementaryrinfation.

Financial Statements

General The District’'s general fund finances the legallythorized activities of the District for which
restricted funds are not provided. General funceneres are derived from such sources as State sfthmabl
apportionments, taxes, use of money and properniy,adéd from other governmental agencies. The i&iri
June 30, 2018 Audited Financial Statements werpapeel by Vavrinek, Trine, Day & Co. LLP, Certified
Public Accountants, San Diego, California, andaitached hereto as Appendix B. Audited financialeshents
for the District for prior fiscal years are on fileith the District at 1902 Howard Road, Madera, iiGatia
93637. The District has not requested, and th@@uahs not provided, any review or update of skctancial
Statements in connection with inclusion in thisi®# Statement. Copies of such financial statesevitl be
mailed to prospective investors and their repredees upon written request to the District. ThetBit may
impose a charge for copying, mailing and handling.

General Fund Revenues, Expenditures and Change&imd Balance The following table shows the
audited general fund income and expense staterdweritee District for fiscal years 2013-14 throughlZ-18.
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TABLE 11
MADERA UNIFIED SCHOOL DISTRICT
Summary of General Fund
Revenues, Expenditures and Changes in Fund Balance
For Fiscal Years 2013-14 through 2017-18 (audited)

2014 2015 2016
REVENUES
LCFFY $ 129,980,661 $152,041,376 $180,216,553
Federal sources 11,755,435 13,460,937 14,700,909
Other state sources 14,673,765 12,174,453 25,565,601
Other local sources 6,428,554 6,750,494 6,473,590

Total Revenues
EXPENDITURES

$162,838,415

$184,427,260

$226,956,653

Current
Instruction $ 95,635,740 $106,687,566 $116,647,977
Instruction-related activities:
Supervision of instruction 6,165,967 6,480,311 8,472,266
Instructional library, media and technology 1,2887 1,896,520 2,392,833
School site administration 11,529,703 13,043,745 ,982,109
Pupil Services:
Home-to-school transportation 5,651,709 6,834,459 ,338082
Food services 1,110 132,312 3,356
All other pupil services 6,547,595 7,759,263 10,222,747
General administration:
Data processing 1,836,659 2,752,144 3,183,564
All other general administration 5,767,984 6,9038,28 8,014,351
Plant services 14,292,962 17,006,003 19,815,648
Facility acquisition and construction 91,464 298,19 2,936,049
Ancillary services 2,165,323 2,722,356 3,111,696
Community services 18,938 18,288 22,085
Other outgo 1,990,127 2,230,468 2,933,440
Enterprise Services - - -
Debt service
Principal 590,823 616,967 644,151
Interest and other 211,977 189,973 164,489
Total Expenditures $ 153,757,794 $175,575,857 $200,892,843
Excess (Deficiency) of Revenues Over Expenditures $ 9,080,621 $ 8,851,403 $ 26,063,810
Other Financing Sources (Uses):
Transfers in $ 36,450 $ 36,247 $ 41,958
Other sources 31,389 - -
Transfers Out $ (5,621,41099¢ $ (13,502,9899@6 $(11,487,5159
Net Financing Sources (Uses) $ (5,553,571) $ (13,466,742) $ (11,445,557)
NET CHANGE IN FUND BALANCES $ 3,527,050 $ (4,615,339) $ 14,618,253
Fund Balance — Beginning $ 42,124,725 $ 45,651,775 $ 41,036,436
Fund Balance - Ending $ 45,651,775 $ 41,036,436 $ 55,654,689

(€]
()]
®)
)
®)

Source: Madera Unified School District Compreheaghudited Financial Statements for fiscal year$2@4 through 2017-18.
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Commencing with fiscal year 2013-14, Local Conffahding Formula Sources.

Transfer to Adult Education Fund.

Transfer to Deferred Maintenance Fund.

Transfer to Special Reserve Fund for Capital Qutla
Transfer to Child Nutrition Fund.

2017

$196,948,72

13,571,321

18,126,459
5,822,123
$234,468,624

$126,869,0

9,567,791
3,274,805
14,999,541

6,666,428
5,882
12,203,228

3,607,223
9,529,116
21,068,513
6,359,929
3,365,438
29,926
3,082,371
218,246

673,081
130,944
$221,601,538
BAE20N86

$ 39,609

$(11,260,3869

$(11,220,777)

$ 1,646,309
$ BHEBI
$ BV D8

2018

$202,604,078
1487@&3,
207384,
6,546,339
$244,499,024

$135,215,373

12,849,632
3,313,187
16,053,465

6,460,416
8,273
13,478,13

4,398,113
8,759,429
22897,
3,014,564
3,526,950
28,095
3,448,122
236,806

334,525
109,080
$234,011,266
$ 10,487,758

$ 55,997

$ (16,649,761
$ (16,593,764)

$ (6.106,006)
$ 57,300,998

$ 51,194,992



District Budget and Interim Financial Reporting

Budgeting - Education Code Requirement§he District is required by provisions of the i@ahia
Education Code to maintain a balanced budget eaah n which the sum of expenditures and the enfilind
balance cannot exceed the sum of revenues andathgeer fund balance from the previous year. TteeS
Department of Education imposes a uniform budgetind accounting format for school districts. Theldpet
process for school districts was substantially adedrby Assembly Bill 1200 (“AB 1200”), which becar@tate
law on October 14, 1991. Assembly Bill 1840 apprbea September 17, 2018 amended potions of AB 1200.
Portions of Assembly Bill 1200, as amended by AddgrBill 1840 (“AB 1200”) are summarized below.

Under current law, a school district governing lobanust adopt and file with the county superintehden
of schools a tentative budget by July 1 in eactafiyear. The District is under the jurisdictiontbé Madera
County Superintendent of Schools (the “County Smpandent”).

The County Superintendent must review and approvisapprove the budget no later than August 15.
The County Superintendent is required to examireatthopted budget for compliance with the standands
criteria adopted by the State Board of Educatiathidantify technical corrections necessary to btimgbudget
into compliance with the established standardshdfbudget is disapproved, it is returned to thetrigi with
recommendations for revision. The District's gowegnboard may appeal any notice of change by theno
Superintendent to the State’s Superintendent ofli®ubstruction. The State’s Superintendent of IRub
Instruction must approve or deny the appeal wifivea days of receipt with the concurrence of thegmient of
the State Board of Education or his or her desigiée District is then required to revise the budgeld a
public hearing thereon, adopt the revised budget fda it with the County Superintendent no latean
September 8th. Pursuant to State law, the Counpger8uendent has available various remedies by lwtoc
impose and enforce a budget that complies witheSteteria, depending on the circumstances, if dgbuis
disapproved. After approval of an adopted budds, dchool district's administration may submit befdg
revisions for governing board approval.

Subsequent to approval, the County Superintenddhtmenitor each district under its jurisdiction
throughout the fiscal year pursuant to its adofitedget to determine on an ongoing basis if theidistan
meet its current or subsequent year financial abbgs. If the County Superintendent determines ahdistrict
cannot meet its current or subsequent year obdigatithe County Superintendent will notify the jotest of
the State Board of Education or his or her desigtieedistrict’'s governing board of the determioatand may
then do either or both of the following: (a) assagfiscal advisor to enable the district to meesthobligations
or (b) if a study and recommendations are madeaatistrict fails to take appropriate action to metinancial
obligations, the County Superintendent will so fyothe State Superintendent of Public Instructiand then
may do any or all of the following for the remaindaf the fiscal year: (i) request additional infation
regarding the district’'s budget and operationg; dfter also consulting with the district's boad&velop and
impose revisions to the budget that will enable disrict to meet its financial obligations; and)(stay or
rescind any action inconsistent with such revisidfewever, the County Superintendent may not alieogay
provision of a collective bargaining agreement thas entered into prior to the date upon whichGQoenty
Superintendent assumed authority.

Interim Certifications Regarding Ability to Meet Fiancial Obligations AB 1200 imposed additional
financial reporting requirements on school disssicand established guidelines for emergency State a
apportionments. Under the provisions of A.B. 12€8ch school district is required to file interinrtdfeations
with the County Superintendent (on December 15tHerperiod ended October 31, and by mid-MarcltHer
period ended January 31) as to its ability to nitsefinancial obligations for the remainder of titeen-current
fiscal year and, based on current forecasts, ®rstibsequent fiscal year. The County Superintengergws
the certification and issues either a positive, atieg or qualified certification. A positive cergétion is
assigned to any school district that will meetfitgncial obligations for the current fiscal yeardasubsequent
two fiscal years. A negative certification is as&d to any school district that is deemed unablméet its
financial obligations for the remainder of the @t fiscal year or the subsequent fiscal year. Alifjed
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certification is assigned to any school districttmay not meet its financial obligations for therent fiscal
year or the two subsequent fiscal years.

Under California law, any school district and offiof education that has a qualified or negative
certification in any fiscal year may not issuethat fiscal year or in the next succeeding fisery certificates
of participation, tax anticipation notes, revenumdis or any other debt instruments that do notiregue
approval of the voters of the district, unless dpglicable county superintendent of schools deteemthat the
district’s repayment of indebtedness is probable.

District’s Budget Approval/Disapproval and Certifstion History. The District has not received any
gualified or negative certifications of its finaatreports in the past five years, nor have anysdiudgets been
disapproved. The District’'s budget for fiscal y@&18-19 was approved by the County Superintendshtta
most recent interim report, the Second Interimfiggal year 2018-19, received a positive certifmatfrom the
Board.

Copies of the District’'s budget, interim reports aertifications may be obtained upon request fiioen
District Office at Madera Unified School District902 Howard Road, Madera, California 93637. Therl2is
may impose charges for copying, mailing and hagdlin

General Fund Budgeted Actuals he following table shows a summary of the Distsi General Fund

original budgeted and actual results for Fiscalr¥emding June 30, 2017 and 2018, and original étedgand
estimated projections for fiscal year 2018-19.
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TABLE 12
MADERA UNIFIED SCHOOL DISTRICT
General Fund - Revenues, Expenses and Changes imEWBalance
(Original Budgeted, Actual and Estimated Actual Prgections)

2016-17 2017-18 2018-19

Original Original Original

Adopted Adopted Adopted Estimated

Budget Actual Budget Actuals Budget Projections
REVENUES
LCFF $194,913,702 $196,948,721 $203,975,467 $202,604,078  $217,907,315 $219,855,610
Federal sources 13,495,804 13,571,321 12,495,615 , 763871 14,374,428 18,585,432
Other state sources 16,830,008 18,126,459 14,483,67 20,584,736 20,934,685 21,728,612
Other local sources 4,722,212 5,822,123 4,433,747 6,510,961 5,009,268 5,344,175

Total Revenue&’
EXPENDITURES

$229,961,726

$234,468,624

$235,308,504

$244,463,646

$258,225,696

$265,513,829

Certificated Salaries $ 88,329,751 $ 92,051,990 101$737,592 $8,552,452 $ 99,097,523 $ 99,274,126
Classified salaries 27,276,903 28,271,007 30,297,38 30,234,755 31,023,556 31,826,191
Employee benefits 57,508,209 56,051,241 65,863,464 63,391,497 68,520,165 68,809,656
Books and supplies 17,249,704 14,699,580 13,450,279 12,999,944 18,471,577 24,694,725
Services and operating expenditures 16,514,611 458166 19,857,664 20,806,054 21,423,656 25,941,386
Other outgo 3,832,551 2,337,437 3,604,116 3,886,977 3,943,381 3,895,343

Capital outlay 4,751,029 8,740,792 761,816 5,052,94 987,682 8,050,163

Other Outgo-Transfers of Indirect (701,057) - (772,132) (918,110) (902,666) (857,286)

Costs

Debt service-principal - 673,081 - - -

Debt service-interest - 130,944

Total Expenditures
Excess (Deficiency) of Revenues

$214,761,701

$221,601,538

$234,780,188

$ 234,006,51

$242,564,874

$261,634,304

Over Expenditures $ 15,200,025 $ 12,867,086 $ 528316 $ 10,457,129 $ 15,660,822 $3,879,525
Other Financing Source (Uses):

Transfer In $ 30,000 $ 39,609 $ 30,000 $ 55,997 $ 30,000 $ 30,000

Other Sources 30,628 53,426

Transfers Out

(11,177,219

(11,260,3867¢

(11,177,2£7‘§>

(16,649,760)

(12,912,788)

(12,912,785

Other Uses 7,000 - 7,000 7,000 .
Net Financing Sources (Uses) $(11,154,217) $(11,220,777) $(11,154,217) $ (16,563,135) $(12,889,785)  $ (12,829,359)
NET CHANGE IN FUND $ 4,045,808 $ 1,646,309 $(10,625,901) $106,007) $ 2,771,037 $ (8,949,834)
BALANCES
Fund Balance — Beginning $ 55,654,689 $ 55,694,68 $ 57,300,999 $ 57,301,000 $ 32,350,371 $ BIIP3
Fund Balance - Ending $ 59,700,497 $ 57,300,998 46%75,098 $ 51,194,993 $ 35,121,406 $ 421545,

@

On behalf payments are not included in the reveraral expenditures in this schedule. In additthre to the consolidation of Fund 17, Special Resé&ten-Capital Fund for reporting

purposes into the general fund, additional revermunesexpenditures pertaining to Fund 17 are indudehe actual revenues and expenditures, howavernot included in the original and
final general fund budgets.

@ Transfers to Adult Education Fund.

®  Transfers to Special Reserve for Capital Outlay.

Source: Madera Unified School District Audited &icial Statements 2016-17 and 2017-18. Board Agar@riginal Budget for fiscal years 2016-17 thro@ii8-19 and Second Interim Report for
2018-19.
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District Reservesin general, the State requires that Californiaostidistricts of the District's size
maintain the equivalent of 3% of annual generabdfexpenditures in reserve to be available duringrtial
crisis. The District has historically had a reseivexcess of 3% of expenditures, and the Boardadapted a
policy of maintaining reserves at a level at leagial to 10% of expenditures.

In connection with legislation adopted in connettwith the State’s fiscal year 2014-15 budg&8g*
858’), the Education Code was amended to provide thaginning in fiscal year 2015-16, if a district’'s
proposed budget includes a local reserve abovenihenum recommended level, the governing board must
provide the information for review at the annuabl hearing on its proposed budget. In additioB, &8
included a provision, which became effective upba passage of Proposition 2 at the November 4, 2014
statewide election, which limits the amount of rees which may be maintained at the school disteicel.
Specifically, the legislation, among other thingsiacted Education Code Section 42127.01, whichrbeca
operative December 15, 2014, and provides thahynfigcal year immediately after a fiscal year ihigh a
transfer is made to the State’s Public School $yS#abilization Account (the Proposition 98 resgraeschool
district may not adopt a budget that contains arxes for economic uncertainties in excess of twice
applicable minimum recommended reserve for econamicertainties established by the State Board (for
school districts with ADA over 400,000, the limit three times the amount). Exemptions can be gidnjehe
County Superintendent under certain circumstances.

Effective January 1, 2018, Senate Bill 751, whicsvsigned by the Governor on October 11, 2017,
amended Section 42127.01 of the Education Codeaise the reserve cap to no more than 10% of a kchoo
district’s combined assigned or unassigned endemel fund balance. In addition, the amendmentiged
that the reserve cap will be effective only if #tnés a minimum balance of 3% in the Propositionr&&rve
referenced in the preceding paragraph. Basic ddadistricts and small districts with 2,500 owéx ADA
are exempted from the reserve cap contained ind&ducCode Section 42127.01.

The District cannot predict when or how any addi@ilochanges to legal provisions governing the
reserve cap would impact its reserves and futuendipg. See “- Recent State Budgets - 2018-19 State
Budget.”

For fiscal year 2018-19, the projected general fanding balance of $42,754,000 include reserves as
follows:

TABLE 13
MADERA UNIFIED SCHOOL DISTRICT
Fiscal Year 2018-19 Projected Reserve Balarite

Non-Spendable

Revolving Cas $ 25,00(

Store! 516,67
Restrictec 0
Assigned 7,361,46.
Unassigned/Unappropriatec:

Reserve for Economic Uncertai $ 8,221,34

Unassigne 26,629,51
Total $42,754,00

W Totals may not sum due to rounding.
Source: Madera Unified School District.

Attendance - LCFF Funding

As described herein, the District's receives a migjoof its funding from the State’s general fund
budget, with such funding based on average da#ndance and other considerations under LCFF.
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Funding Trends in the District per ADA. As descdbkerein, prior to fiscal year 2014-15, school
districts in the State derived most State fundiageal on a formula which considered a revenue fimitunit of
ADA. With the implementation of the LCFF, commergim fiscal year 2014-15, school districts recdmase
funding based on ADA, and may also be entitledupptemental funding, concentration grants and fogdi
based on an economic recovery target. The followaide below sets forth the total enroliment at Bhstrict
and LCFF funding per ADA for the District for fidogears 2014-15 through 2019-20 (projected).

TABLE 14
TOTAL ENROLLMENT ADA AND LCFF FUNDING
Fiscal Years 2014-15 through 2019-20
Madera Unified School District

Total Total LCFF
Fiscal Year Enrollment ADA Funding
201415 19,77%9  19022.2( $152777,13¢
201516 19,77¢¥  19092.4( 180969,19:
201617 19,98¢®¥  19304.2: 196957,32°
201718 20,05(®  19,265.9 202,702,72
201¢-19% 20,874  19,339.8 220,742,24
201¢-20@ 20,84¢Y  19,339.8 228,843,05

@ Unaudited.

@ Pprojected.

@ Enrollment figures from California Basic EducatibData.

@  Enroliment figures provided by the District.

Source: California Department of Education; Madénified School District.

Revenue Sources

The District categorizes its general fund revenimés four sources, being LCFF, Federal Revenues,
Other State Revenues and Other Local Revenues.dE#lobse revenue sources is described below.

LCFF Sources District funding is provided by a mix of (1) Idcaroperty taxes and (2) State
apportionments of funding under the LCFF. Generdhg State apportionments will amount to the déifee
between the District's LCFF funding entitlement atsdocal property tax revenues.

Beginning in fiscal year 1978-79, Proposition 13 ais implementing legislation provided for each
county to levy (except for levies to support priater-approved indebtedness) and collect all ptyptexes,
and prescribed how levies on county-wide propegtyi@s are to be shared with local taxing entitighioveach
county.

The principal component of local revenues is thlkost district's property tax revenues, i.e., the
district’s share of the local 1% property tax, reed pursuant to Sections 75 and following and i8est95 and
following of the California Revenue and Taxationd@o Education Code Section 42238(h) itemizes thal lo
revenues that are counted towards the base reliamtibefore calculating how much the State mustvde in
equalization aid. Historically, the more local peojy taxes a district received, the less State legian aid it is
entitled to.

Federal RevenuesThe federal government provides funding for salv&istrict programs, including

special education programs, programs under EvengeBt Succeeds Act, the Individuals With Disalati
Education Act, and specialized programs such ag Brae Schools.
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Other State RevenuesAs discussed above, the District receives Stpfmriionment of basic and
equalization aid in an amount equal to the diffeeehetween the District’'s revenue limit and itsgandy tax
revenues. In addition to such apportionment revetieeDistrict receives other State revenues.

The District receives State aid from the CaliforBiate Lottery (the “Lottery”), which was estabksh
by a constitutional amendment approved in the Nda¥m 984 general election. Lottery revenues musiseel
for the education of students and cannot be ugeddio-instructional purposes such as real proprtyisition,
facility construction, or the financing of researdioreover, State Proposition 20 approved in Ma26@0
requires that 50% of the increase in Lottery reesnover fiscal year 1997-98 levels must be restitioh use on
instruction material. For additional discussion $fate aid to school districts, see “- State Fundufg
Education.”

Other Local Revenuesin addition to local property taxes, the Distrigceives additional local
revenues from items such as interest earnings tned local sources.

District Retirement Systems

The information set forth below regarding the ST#R8 PERS programs, other than the information
provided by the District regarding its annual cabtrtions thereto, has been obtained from publichgikable
sources which are believed to be reliable but aveguaranteed as to accuracy or completeness, hadld not
to be construed as a representation by either tis¢ribt or the Underwriter.

CalSTRS Contributions to CalSTRS are fixed in statuteheTDistrict contributes to the State of
California Teachers Retirement System (“STRS”)pst-sharing multiple-employer public employee eztient
system defined benefit pension plan administereB DRS. The plan provides retirement and disaldégefits
and survivor benefits to beneficiaries. Benefibyisions are established by State statutes, asldégely
amended, within the State Teachers’ Retirement L&TRS issues a separate comprehensive annuatifshan
report that includes financial statements and requsupplementary information. Copies of the STERBual
financial report may be obtained from STRS, 766l8¢a Boulevard, Sacramento, CA 95826.

As of June 30, 2019, active plan members are regug contribute 10.25% for employees hired before
December 31, 2012 and 10.205% for employees hirexkafter of their salary and the District is regdito
contribute an actuarially determined rate. Theadal methods and assumptions used for determthimgate
are those adopted by STRS Teachers’ RetirementBdEre required employer contribution rate focdisyear
2018-19 was 16.28% of annual payroll. The contidsurequirements of the plan members are estadalisly
State statute. The District’s contributions to STRr the fiscal years ending June 30, 2019, 20087, 2016,
2015, 2014, 2013, and 2012, were $15,854,391 (et $13,979,472, $11,338,027, $8,943,910, $H624
$5,611,020, $5,433,143 and $5,272,148, respectieglg equal 100% of the required contributions dach
year. For fiscal year 2019-20, the District haddmied for a STRS contribution of $15,984,397.

As of June 30, 2018, an actuarial valuation (tH@&l2STRS Actuarial Valuation”) for the entire STRS
defined benefit program showed an estimated unfiliiadéuarial liability of $107.2 billion, a decreasi$0.1
billion from the June 30, 2017 valuation. The futhdatios of the actuarial value of valuation assestsr the
actuarial accrued liabilities as of June 30, 2Qi8)e 30, 2017, June 30, 2016, June 30, 2015, Jyr2034,
June 30, 2013 and June 30, 2012, based on theriattassumptions, were approximately 64.0%, 62.6%,
63.7%, 68.5%, 68.5%, 67% and 67%, respectivelyuréuestimates of the actuarial unfunded liabilitgym
change due to market performance, legislative astand other experience that may differ from theaal
assumptions.

The STRS Board has sole authority to determineatiiearial assumptions and methods used for the
valuation of the STRS Defined Benefit Program. Basa the multi-year CalSTRS Experience Analysis
(spanning from July 1, 2010, through June 30, 2045)February 1, 2017, the STRS Board adopted ase¢w
of actuarial assumptions that reflect member’'saasmg life expectancies and current economic $refidese
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new assumptions were first reflected in the STR8nBd Benefit Program Actuarial Valuation, as ohéwB0,
2016 (the “2016 Actuarial Valuation”). The new aamtal assumptions include, but are not limited @®:
adopting a generational mortality methodology tibeé past improvements in life expectancies aruligie a
more dynamic assessment of future life spansd@greasing the investment rate of return (net wéstment
and administrative expenses) to 7.25% for the 28d&®arial Valuation and 7.00% for the June 30, 2017
actuarial evaluation, and (iii) decreasing the gectgd wage growth to 3.50% and the projected infiatate to
2.75%. The 2016 Actuarial Valuation continues usheyEntry Age Normal Actuarial Cost Method.

Based on the change in actuarial assumptions adlbgtthe STRS Board, recent investment experience
and the insufficiency of the contributions receivadfiscal year 2015-16 to cover interest on théunded
actuarial obligation, the 2016 Actuarial Valuatimports that the unfunded actuarial obligation eased by
$20.5 billion since the June 30, 2015 actuarialaabn and the funded ratio decreased by 4.8% {t6dver
such time period. Had the investment rate of rebieen lowered to 7.00% for the 2016 Actuarial Vaarg the
unfunded actuarial obligation and the funded ratiuld have been $105.1 billion and 61.8%, respebti\As a
result, it is currently projected that there wi# b need for higher contributions from the Statepleyers and
members in the future to reach full funding by 2046

As indicated above, there was no required coninbutrom teachers, schools districts or the State t
fund the unfunded actuarial liability for the STHREfined benefit program and only the State legiséatan
change contribution rates.

According to the 2016 Actuarial Valuation, the ftguevenues from contributions and appropriations
for the STRS Defined Benefit Program are projetbelole sufficient to finance its obligations, excépta small
portion of the unfunded actuarial obligation rethte service accrued on or after July 1, 2014 feminer
benefits adopted after 1990, for which AB 1469 pies no authority to the STRS Board to adjust redgsay
down that portion of the unfunded actuarial obiigat This finding reflects the scheduled contribatirate
increases directed by statute, assumes additiooi@ases in the scheduled contribution rates atlaweler the
current law will be made, and is based on the ¥@mloaassumptions and valuation policy adopted leySARS
Board, including a 7.00% investment rate of re@mssumption.

Pursuant to Assembly Bill 1469, school districtentribution rates will increase over a seven-year
phase in period in accordance with the followinigestule:

STRES
Effective Date School District
(July 1) Contribution Rate
201¢ 8.88Y
201¢ 10.7¢
201¢ 12.5¢
2017 14.4:
201¢ 16.2¢
201¢ 17.1C
202( 18.1C

Source: Madera Unified School District.

PERS The District contributes to the School Employaol under the State of California Public
Employees Retirement System (“PERS”), a cost-sbamaltiple-employer public employee retirement syst
defined benefit pension plan administered by PERSL qualifying classified employees of K-12 school
districts in the State are members in PERS, andfadluch districts participate in the same plarhe plan
provides retirement and disability benefits, annaast-of-living adjustments, and death benefitsptan
members and beneficiaries. Benefit provisionseatablished by State statutes, as legislativelyndet: within
the Public Employees’ Retirement Laws. PERS issussparate comprehensive annual financial repatt t
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includes financial statements and required suppheang information. Copies of the PERS’ annual ficial
report may be obtained from the PERS Executivec®ff200 P Street, Sacramento, CA 95814.

According to the PERS State and Schools Actuarau&tion as of June 30, 2018, the PERS Schools

plan had a funded ratio of 70.4% on a market vafuassets basis. The funded ratio as of June 30, 2lune

30, 2016, June 30, 2015, June 30, 2013, June 3@, &td June 30, 2011 was 79%, 74%, 77.5%, 80.6%Y80
75.5% and 78.7%, respectively. In June 2009, tHRIFBoard of Administration (the “PERS Board”) admpa
new employer rate smoothing methodology for lo@alegnments and school employer rates. It was dedigm
ease the impact of the investment losses which tene expected in fiscal year 2008-09 on affiliapedblic
employers while strengthening the long-term finah&iealth of the pension fund. Under such methagiglo
certain investment losses are amortized and pdidwadr a fixed and declining 30-year period instedda
rolling 30-year amortization period.

In recent years, the PERS Board has taken seversd, sas described below, intended to reduce the
amount of the unfunded accrued actuarial liabiityts plans, including the Schools Pool. In Maofi2012,
the PERS Board adopted new economic actuarial gggura to be used with the June 30, 2011 actuarial
valuation; in particular, lowering the price inflat assumption from 3.00% to 2.75%. Lowering th&er
inflation assumption resulted in a reduced discoat#, which is the fund’'s assumed rate of retaloutated
based on expected price inflation and the expae@drate of return, from 7.75% to 7.5%. Accordiod®ERS,
this reduction in the discount rate is anticipaieihcrease State and school district employerrdmritons for
each fiscal year beginning in fiscal year 2012-$312% to 1.6% for miscellaneous plans (which idels
general office and others) and by 2.2% to 2.4%s#dety plans beginning in fiscal year 2012-13. friAof
2013, the PERS Board approved changes to the PERS&ization and smoothing policy intended to reduce
volatility in employer contribution rates. Beginginvith the June 30, 2013 actuarial valuation, PER®Iloyed
a new amortization and smoothing policy that paysafl gains and losses over a fixed 30-year peniibd the
increases or decreases in the rate spread dir@atly a 5-year period (as compared to the currehtypof
spreading investment returns over a 15-year pevitd experience gains and losses paid for ovellegd0-
year period). Such changes, the implementation lothware delayed until fiscal year 2015-16 for State,
schools and all public agencies, are expected toe@se contribution rates in the near term but lowe
contribution rates in the long term.

In February of 2014, the PERS Board adopted newasiel demographic assumptions that take into
account public employees living longer. Such asdiomp are expected to increase costs for the Statgublic
agency employers (including school districts), whoosts will be amortized over 20 years and phaseder
three years beginning in fiscal year 2014-15 fer $tate and amortized over 20 years and phasegemfige
years beginning in fiscal year 2016-17 for the eyets. PERS estimates that the new demographic
assumptions could cost public agency employersou@’ of payroll for safety employees and up to 5% o
payroll for miscellaneous employees at the endcheffive year phase in period. To the extent, howetat
future experiences differ from PERS’ current assiong, the required employer contributions may vary

On November 17, 2015, the PERS Board approved a fuewing risk mitigation policy to
incrementally lower the PERS Discount Rate by distaing a mechanism whereby such rate is reduced by
minimum of 0.05% to a maximum of 0.25% in years wi@estment returns outperform the existing PERS
Discount Rate by at least four percentage pointsD@cember 21, 2016, the PERS Board voted to |okneer
PERS Discount Rate to 7.0% over the next threesymaaccordance with the following schedule: 7.375%
fiscal year 2017-18, 7.25% in fiscal year 2018-0h8 &.00% in fiscal year 2019-20. The new discoate will
go into effect July 1, 2017 for the State and Juyl2018 for K-14 school districts and other pulalgencies.
Lowering the PERS Discount Rate means employetscthdract with PERS to administer their pensicangl
will see increases in their normal costs and unédraictuarial liabilities. Active members hired aflanuary 1,
2013, under PEPRA (defined below) will also seértbentribution rates rise.

The District’s total employer contributions fronl &inds to PERS for fiscal years 2012-13, 2013-14,
2014-15, 2015-16, 2016-17 and 2017-18 were $2,882,62,309,396, $2,705,207, $3,014,456, $3,973,169,

38



$4,789,564 respectively, and were equal to 100%hefrequired contributions for each year. The Mistr
estimates employer contributions to PERS of $5&3 for fiscal year 2018-19 and has budgeted $538@2
for fiscal year 2019-20. With the change in actalaassumptions described above, the District goaties that

its contributions to PERS will increase in futuriechl years as the increased costs are phasedhm. T
implementation of PEPRA (see “~Governor’'s Pensi@fioRn” below), however, is expected to help reduce
certain future pension obligations of public emgi®y with respect to employees hired on or afteudanl,
2013. The District cannot predict the impact theBanges will have on its contributions to PERSutuife
years.

PERS produces a comprehensive annual financiattrepd actuarial valuations that include financial
statements and required supplementary informa@opies of the PERS comprehensive annual finanegrt
and actuarial valuations may be obtained from PERSNcial Services Division. The information presehin
these reports is not incorporated by referenchig@fficial Statement.

Governor’s Pension ReformOn August 28, 2012, Governor Brown and the Statgslature reached
agreement on a new law that reforms pensions fate $ind local government employees. AB 340, whias w
signed into law on September 12, 2012, establishedCalifornia Public Employees’ Pension Reform Att
2012 (“PEPRA") which governs pensions for publicpdoyers and public pension plans on and after Jgriua
2013. For new employees, PEPRA, among other thiogps pensionable salaries at the Social Security
contribution and wage base, which is $110,100 @22 or 120% of that amount for employees not cedday
Social Security, increases the retirement age loyysars or more for all new public employees whigisting
the retirement formulas, requires state employe@ay at least half of their pension costs, and edguires the
calculation of benefits on regular, recurring paystop income spiking. For all employees, changgsired by
PEPRA include the prohibition of retroactive pemsiacreases, pension holidays and purchases ofceerv
credit. PEPRA applies to all State and local pui@iirement systems, including county and distgtirement
systems. PEPRA only exempts the University of ©alia system and charter cities and counties whose
pension plans are not governed by State law. Aghdhe District anticipates that PEPRA would natréase
the District’s future pension obligations, the Bt is unable to determine the extent of any imf&EPRA
would have on the District’s pension obligationghas time. Additionally, the District cannot pretif PEPRA
will be challenged in court and, if so, whether ahgllenge would be successful.

The District is unable to predict what the amounbtate pension liabilities will be in the futuie, the
amount of the contributions which the District mbg required to make. STRS and PERS are more fully
described in Note 11 to the District’'s financiahtsiments attached hereto as APPENDIX B — “DISTRET’
AUDITED FINANCIAL STATEMENTS FOR FISCAL YEAR ENDEDRJUNE 30, 2018.”

GASB 67 and 68In June 2012, the Governmental Accounting Staded®oard approved a pair of
related statements, Statement Number 67, FinaR®abrting for Pension Plans (“Statement Number ,67")
which addresses financial reporting for pensiomglaand Statement Number 68, Accounting and Fia&nci
Reporting for Pensions (“Statement Number 68”), ahhéstablishes new accounting and financial rapmprti
requirements for governments that provide their logges with pensions. The guidance contained isethe
statements will change how governments calculadergport the costs and obligations associated pétisions.
Statement Number 67 replaces the current requirsmaeinStatement Number 25, Financial Reporting for
Defined Benefit Pension Plans and Note Disclostoe®efined Contribution Plans, for most public doyee
pension plans, and Statement Number 27 replacescuh@nt requirements of Statement Number 27,
Accounting for Pensions by State and Local GovemaleEmployers, for most government employers. The
new statements also replace the requirements derSéat Number 50, Pension Disclosures, for those
governments and pension plans. Certain of the n@janges include: (i) the inclusion of unfunded gy@m
liabilities on the government’s balance sheet (sutfunded liabilities are currently typically incled as notes
to the government’s financial statements); (i)l foénsion costs would be shown as expenses regardfe
actual contribution levels; (iii) lower actuariaisdount rates would be required to be used for rptasts for
certain purposes of the financial statements, tieguln increased liabilities and pension expensex] (iv)
shorter amortization periods for unfunded liak®ktiwould be required to be used for certain purposehe
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financial statements, which generally would incee@ension expenses. Statement Number 67 took effect
fiscal years beginning after June 15, 2013, ante8tant Number 68 took effect in fiscal years begigrafter
June 15, 2014. See APPENDIX B - “DISTRICT'S AUDIDEFINANCIAL STATEMENTS FOR FISCAL
YEAR ENDED JUNE 30, 2018.”

As established by federal law, all public sectoplipees who are not members of their employer’s
existing retirement system (STRS or PERS) mustdsered by social security or an alternative plarhe
District has elected to use Social Security aslitsrnative plan. Contributions made by the Distand an
employee vest immediately. The District contrilsué2% of an employee’s gross earnings. An emplage
required to contribute 6.2% of his or her grossiegs to the pension plan.

The State of California makes contributions to ST&® PERS on behalf of the District. These
payments consist of State General Fund contribsitiorSTRS in the amount of $3,728,542 (5.541% lafr&s
subject to STRS). Under accounting principles gaheaccepted in the United States of Americaséhe
amounts are to be reported as revenues and expeslithowever, guidance received from the Caligorni
Department of Education advises local educatiogahaies not to record these amounts in the Annunahgial
and Budget Report. These amounts have not bekmettin the budget amounts reported in the Gerrenad
Budgetary Schedule. These amounts have been egtandthe District’s financial statements. On beha
payments have been excluded from the calculati@vaiable reserves.

Retiree Healthcare The District provides post-employment healthechenefits, in accordance with
District employment contracts, to all employees whtire from the District on or after attaining age for
classified and 55 for certificated with at leastyiEars of service. As of June 30, 2018, approxipat,860
employees and beneficiaries meet those eligibidiuirements. Expenditures for post-employmentbenare
recognized on a pay-as-you-go basis, as retirgestrelaims. During fiscal year 2017-18, expenuituof
$2,317,178 were recognized for retirees’ healtre danefits. Plan members receiving benefits duurtied
$231,966 in premiums.

The District has entered into contracts with certaligible employees whereby a predetermined
percentage of the employees final years’ salarylvelpaid for a 60-month period for Certificatedpdoyees
and a 36-month period for Classified employees @nttinued medical insurance coverage equivalenhéo
medical plan in effect for all Certificated and &ddied employees until age 65. The outstandingrect
amount for this purpose is $316,936 and is repatetbng-term debt. The amount paid during theafigear
2015-16 related to the early retirement prograrraded $99,910.

The District has entered into an agreement with Roélic Agency Retirement System (PARS) to
provide an early retirement incentive to qualifeettificated employees. The District is requirediiake five
annual payments to the program for the benefit atigipating retirees in the amount of $456,598 year
beginning July 10, 2016. The District’'s outstandatiigation at June 30, 2018, is $1,369,793.

The Government Accounting Standards Board (“GASBS)ed its final accrual accounting standards
for retiree healthcare benefits, GASB 45, in JuB842(“GASB 45”). GASB 45 requires local governnant
employers who provide other post-employment bengf@@PEB”) as part of the total compensation offiete
employees to recognize the expense and relatatitiesh(assets) in the government-wide financialttesments
of net assets and activities. GASB 45 establigt@sdards for the measurement, recognition andagisyf
OPEB expenses/expenditures and related liabilfgessets), note disclosures, and, if applicableuired
supplementary information in the financial repatshe governmental employer.

The amount of actuarial liability (past and preyéat the District, as of July 1, 2017 is $27,80%,7
As of July 1, 2017, the most recent actuarial eatadun date, the District did not have a funded plarhe
actuarial accrued liability (“AAL”") for benefits vga$27,805,707 and the unfunded actuarial accradxlity
(“UAAL") was $27,805,707.
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GABS 45 generally provides for prospective impleta&an; that is, the employers set the beginning
net OPEB obligation at zero as of the beginningh# initial year. The District implemented GASB 45
beginning in the fiscal year ending June 30, 2009.

The District’s annual OPEB cost, the percentagaromfual OPEB cost contributed to the plan, and the
net OPEB obligation for fiscal years 2012-13 tlylo2017-18 are set forth in Table 7 below.

TABLE 15
MADERA UNIFIED SCHOOL DISTRICT
OPEB Obligations
Fiscal Years 2012-13 through 2017-18

Fiscal Year Annual Actual Percentage Net OPEB
Ended June 30 OPEB Cost  Contribution Contributed Obligation
201z $2,867,45 $2,581,48 90.03¥% $3,517,36
201¢ 2,659,16: 2,431,67 91.4f 3,744,85
201t 2,655,11. 2,362,63. 88.9¢ 4,037,33
201¢ 2,423,227 2,449,45. 101.0¢ 4,011,15
2017 2,423,73 2,638,56 88.9¢ 3,796,32.
201¢ 2,470,28. 2,317,17 93.8( 3,140,55!

Source: Madera Unified School District Audited &gial Statements.

On June 26, 2018, the District's Board of Educafdiopted a resolution which authorized the District
to establish an irrevocable tax-exempt trust fordfog future OPEB costs. The District contribugdmillion
for deposit in such trust for fiscal year 2018-1@l & planning on budgeting an additional $500,fa@@eposit
in such trust during fiscal year 2019-20.

Insurance

The District is exposed to various risks of loseterl to torts; theft of, damage to, and destractib
assets; errors and omissions; injuries to emplogeesnatural disasters. During fiscal year endinge 30,
2018, the District contracted with the CalifornisiRManagement Authority (CRMA) for property andHility
insurance coverage. Settled claims have not eedettils commercial coverage in any of the pastetlyears.
There has not been a significant reduction in cayerfrom the prior year. The District also paysviorkers’
compensation through the California Risk ManagerAerhority.

The District has contracted with California’s Vadu&rust (the “Trust”) to provide employee health,
dental and vision benefits. Benefits are self-ethcand are paid out of the assets of the Trustch Ea
participating school district’s contribution to tAeust is determined by the collective bargainiggeament
between the individual district and California Teacs Association, of which MUTA is a member, or
California School Employees Association and/or by participating agreement between the district tued
Trust with respect to employees not covered byll@attve bargaining agreement. The District paysanthly
contribution, which is placed in a common fund fravhich claim payments are made for all participgtin
districts. Claims are paid for all participantgaadless of claims flow.

Long Term District Debt
General In addition to the District’'s ongoing obligatiomgth respect to retirement plans and OPEB
described above, the District has outstanding gérmdrligation bonds, certificates of participatiand capital

leases. The District has never defaulted on thempay of principal or interest on any of its longnre
indebtedness. See Note 8 of APPENDIX B — “DISTRIETAUDITED FINANCIAL STATEMENTS FOR
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FISCAL YEAR ENDED JUNE 30, 2018” for summaries aegpected debt service requirements of the

District’s long-term debt.

As of June 30, 2018, the District had an estim&®eR,826,216 of long-term debt outstanding. The
District’'s outstanding general obligation debt, sisting of the Series 2005 Bonds, the Series 20&8 the
Series 2007 Bonds, the Series 2012 Bonds, thesS28i#4 Bonds, the Series 2015 Bonds, the Serie6 201
Bonds and the Series 2017 Bonds (each as defined/)has payable fromad valoremtaxes levied on the
parcels within the District, and not from generalenues of the District. On March 15, 2014, thetfit issued
Refunding Certificates of Participation (the “20Xertificates”) in the aggregate principal amount of
$16,745,000 pursuant to a private placement legiement with the Madera Unified School Distriatdicing
Corporation. On August 16, 2018, the District ex$(Certificates of Participation (the “2018 Cectifies”) in
the aggregate principal amount of $76,360,000. District also leases equipment, portable classnspand
school buses pursuant to capital leases.

A schedule of changes in debt for the fiscal yealed June 30, 2018 is set forth in Table 16 below.

General Obligation Bonds-2005
Capital Appreciation Bonds

General Obligation Bonds-2006
Capital Appreciation Bonds

General Obligation Bonds-2007
Capital Appreciation Bonds

2012 Refunding General Obligation Bonds
Premium

2014 Refunding General Obligation Bonds
Premium

General Obligation Bonds-2015
Current Interest Bonds
Premium

General Obligation Bonds-2016
Current Interest Bonds
Premium

General Obligation Bonds-2017
Current Interest Bonds
Premium

Certificates of Participation-2014

State Preschool Revolving Loan

Compensated Absences-Net

District Early Retirement Program

PARS Early Retirement Program

Capital Leases

Other Postemployment Benefits
(OPEB) Liability-District Plan

Other Postemployment Benefits
(OPEB)-Medicare Premium

Payment (MPP) Program

Total

1)
Source: Madera Unified School District.

TABLE 16
MADERA UNIFIED SCHOOL DISTRICT
Schedule of Changes in Debt as of June 30, 2618

Balance
July 1, 2017, Balance Due in
as restated Additions Deductions June 30, 2018 One Year
$ 24,561,616 $1,190,920 $ - $ 25,752,536 $1,925,000
3,242,169 158,931 - 3,100 -
14,707,345 664,965 - 313,310 -
11,265,000 - 510,000 10,755,000 575,000
386,857 - 32,238 354,619 -
13,425,000 - 3,085,000 10,340,000 1,535,000
1,749,582 - 249,940 1,499,642 -
4,570,000 - 2,720,000 1088D, 1,850,000
99,874 - 99,874 - -
4,501,000 - - 4,501,000 -
261,359 - 10,890 250,469 -
63,000,000 - - 63,000,000 0,68D
6,229,070 - 214,180 6,014,890 -
14,690,000 - 680 14,060,000 650,000
18,735 - 18,735 - -
543,671 - 380,473 163,198 -
104,285 125,049 9,920 129,424 -
1,826,391 - 456,598 , 369,793 -
3,206,201 - 334,525 2,871,676 287,29
30,976,065 1,562,367 2,680,864 29,857,568 -
1,373,175 - 90,184 1,282,991 -
$200,737,395 $3,702,232 $11,613,411 $1922856, $7,272,298
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General Obligation Bonds

The District received authorization at an electimhd on November 5, 2002, by an affirmative vote of
63.5% of the votes cast by eligible voters withe District (the “2002 Authorization”) to issue rtot exceed
$46,000,000 of general obligation bonds. The mlaavas conducted pursuant to California State &sibipn
39 of November 2000 (and applicable statutes), lvaimended Article XIIA of the California Constiton to
permit the approval of general obligation bondsadafchool district by 55% or more of the votes @asthe
measure, subject to certain accountability featu(ese “CONSTITUTIONAL AND STATUTORY
PROVISIONS AFFECTING DISTRICT REVENUES AND APPROMRRIONS - Article XIIIA of the
California Constitution” herein). The bonds of tB802 Authorization consist of $16,200,000 aggregat
principal amount of the Series 2003 Bonds (the #&8eR003 Bonds”), $25,999,103.50 aggregate prihcipa
amount of General Obligation Bonds, Election of 208eries 2005 Bonds (the “Series 2005 Bonds”) and
$3,800,058.80 of General Obligation Bonds, Electibr2002, Series 2006 Bonds (the “Series 2006 Bynds
The Series 2006 Bonds represented the final sefiesnds within the 2002 Authorization. After thale of the
Series 2006 Bonds, there was no principal remaiftiomg the 2002 Authorization for the issuance afiidnal
bonds to fund new money projects.

The District received authorization at an electimhd on November 7, 2006, by an affirmative vote of

60.6% of the votes cast by eligible voters withe District (the “2006 Authorization”) to issue rtot exceed
$32,500,000 of general obligation bonds. The mlaavas conducted pursuant to California State &sibipn
39 of November 2000 (and applicable statutes), lwhaimended Article XIIIA of the California Constiton to
permit the approval of general obligation bondsadafchool district by 55% or more of the votes @asthe
measure, subject to certain accountability featu(ese “CONSTITUTIONAL AND STATUTORY
PROVISIONS AFFECTING DISTRICT REVENUES AND APPROMRRIONS - Article XIIIA of the
California Constitution” herein). The bonds of tB806 Authorization consist of $27,998,538.95 aggte
principal amount of the Election of 2006, Serie@28onds (the “Series 2007 Bonds”) and $4,501,066tBn
of 2006, Series 2016 Bonds (the “Series 2016 Bgnd$he Series 2016 Bonds represented the finadssef
bonds under the 2006 Authorization. After the sdléhe Series 2016 Bonds, there was no princigagining
for the issuance of additional bonds to fund neweyoprojects under the 2006 Authorization.

On November 4, 2014, by an affirmative vote of 88.8he qualified electors of the District approved
general obligation bond indebtedness in an amoantmexceed $70,000,000 for the purpose of cocist
and improving school facilities, including a nevglhischool (the “2014 Authorization”). The Distrissued its
$7,000,000 aggregate principal amount of Electib@314, Series 2015 Bonds (the “Series 2015 Bondgs”)
September 17, 2015. The District issued its $EB3MID aggregate principal amount of Election of2®8eries
2017 Bonds (the “Series 2017 Bonds”) on June 18720The Series 2017 Bonds were the second and fina
series of bonds issued under the 2014 Authorization

On November 6 2018, by an affirmative vote of 63.%8& qualified electors of the District approved
general obligation bond indebtedness in an amoointmmexceed $120,000,000 for the purpose of coastig
and improving school facilities, (the “2018 Authmation”). The Bonds will the first series of Bimissued
under the 2018 Authorization.

On March 15, 2012, the District refunded a portioin outstanding Series 2003 Bonds with its
$12,925,000 General Obligation Refunding BondsjeSe2012 (the “Series 2012 Refunding Bonds”). On
December 18, 2014, the District refunded a portiboutstanding Series 2005 Bonds, Series 2006 Bands
Series 2007 Bonds with the issuance of its $150886General Obligation Refunding Bonds Series i€
“Series 2014 Refunding Bonds”). The District magtetmine in the future to refund any series of taunding
bonds of the 2002 Authorization, the 2006 Authdr@a the 2014 Authorization or the 2018 Authoriaatin
accordance with the provisions of the Californiav&oament Code.
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Set forth below is an aggregate debt service s¢bedihe outstanding general obligation bondshef t
District, assuming no optional redemption.

MADERA UNIFIED SCHOOL DISTRICT

Debt Service Schedule of Outstanding General Obliggan Bonds

Maturity
Date Series 2005 Series 2006 Series 2007

(June 30) Bonds Bonds Bonds
2019 $ 2,015,000.00 $ 280,000.00
2020 2,100,000.00 295,000.00
2021 2,200,000.00 305,000.00
2022 2,300,000.00 325,000.00
2023 2,400,000.00 335,000.00
2024 2,510,000.00 350,000.00
2025 2,625,000.00 365,000.00
2026 2,740,000.00 385,000.00
2027 2,865,000.00 405,000.00
2028 2,995,000.00 425,000.00
2029 4,650,000.00 675,000.00
2030 4,805,000.00 760,000.00

N
o
w
[¢5}
L T T T T B

$2,510,000.00
2,620,000.00
2,735,000.00
2,855,000.00
2,985,000.00
3,115,000.00
3,255,000.00
3,475,000.00

Series 2012
Refunding
Bonds

1,B8778

1,3317B18
1,3907618
1,4527643

1,518606

Series 2014
Refunding
Bonds

$1,023,88.% 1,870,250.00
1,072,668.76
1,120,068.76
1,166,368.76
1,220,568.76

1,9080D
2,6890D
2,500
2,200

154,531.26
600,531.26
598,381.26
596,437.50
599,231.26
601,031.26
596,800.00
600,337.50
597,812.50
599,437.50

Series 2016
Bonds
$ 154,531.26

154,531.26
154,531.26
154,531.26
154,531.26
154,531.26
154,531.26
154,531.26
154,531.26
154,531.26

Series 2017
Bonds

The Bonds

$ 5,142,100.00

3,048,900.00
2,570,500.00
2,720,500.00
2,812,500.00
2,912,600.00
3,015,100.00
3,121,600.00
3,231,600.00
3,344,600.00
3,460,100.00
3,582,600.00

3,706,350.00

3,834,950.00
3,971,150.00
4,109,350.00
4,254,150.00
4,404,950.00
4,556,150.00
4,717,350.00
4,882,850.00
5,052,600.00
5,230,600.00
5,410,600.00
5,600,400.00
5,795,600.00
6,000,400.00
6,208,800.00

$34,205,000.00 $4,905,000.00

Excludes debt service on the Bonds

Certificates of Participation

$23,550,000.00

$2960.10 $10,212,000.00

$7,398,906.42

$116,698)950.

Total*

10%85,150.02

8,619,850.02
8,389,850.02
8,793,650.02
9,148,600.02
9,715,100.02
10,110,850.02
10,526,750.02
10,963,175.02
11,422,237.52
12,054,631.26
12,557,131.26

7,335,881.26

4,435,481.2
4,569,531.2
4,705,787.5
4,853,381.2
5,005,981.2
5,152,980.0
5,317,687.5
5,480,682.5
5,652,037.5
5,230,600.00
5,410,600.00
5,600,400.00
5,795,600.00
6,000,400.00

6,208,800.00
$209,542,756.52

The District issued its 2014 Certificates of Papttion in the amount of $16,745,000 which refunded
the District's 2004 Certificates of ParticipationThe following table sets forth lease paymentsapéy by the

District in connection with the 2014 Certificatessuming no prepayments.

MADERA UNIFIED SCHOOL DISTRICT

Schedule of Lease Payments for 2014 Certificates

Year Ending
June 30
2019
2020
2021
2022
2023-2027
2028-2032
2033-2034
Total

Principal

$ 650,000
680,000
705,000
730,000
4,090,000
4,950,000
2,255,000
$14,060,000

Interest
$ 531,544
505,809
479,009
451,241
1,801,673
929,776
88,139
$4,787,191

Source: Madera Unified School District.
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Total
$ 1,181,544

1,185,809

1,184,009

1,181,241
5,891,673
5,879,776

2,343,139
$18,847,191



Additionally, the District issued its 2018 Certdies of Participation (the “2018 Certificates”)Jaly
2018, in the amount of $76,360,000. The followiable sets forth lease payments payable by thei@igt
connection with the 2018 Certificates, assumingrpayments.

MADERA UNIFIED SCHOOL DISTRICT

Schedule of Lease Payments for 2018 Certificates

Year Ending
June 30 Principal Interest Total
2020 - $ 3,909,895.83 $ 3,909,895.83
2021 - 3,753,500.00 3,753,500.00
2022 $ 1,285,000 3,753,500.00 5,038,500.00
2023 1,350,000 3,689,250.00 5,039,250.00
2024 1,415,000 3,621,750.00 5,036,750.00
2025 1,490,000 3,551,000.00 5,041,000.00
2026 1,560,000 3,476,500.00 5,036,500.00
2027 1,640,000 3,398,500.00 5,038,500.00
2028 1,720,000 3,316,500.00 5,036,500.00
2029 1,810,000 3,230,500.00 5,040,500.00
2030 1,900,000 3,140,000.00 5,040,000.00
2031 1,995,000 3,045,000.00 5,040,000.00
2032 2,095,000 2,945,250.00 5,040,250.00
2033 2,200,000 2,840,500.00 5,040,500.00
2034 2,310,000 2,730,500.00 5,040,500.00
2035 2,425,000 2,615,000.00 5,040,000.00
2036 2,545,000 2,493,750.00 5,038,750.00
2037 2,670,000 2,366,500.00 5,036,500.00
2038 2,805,000 2,233,000.00 5,038,000.00
2039 2,945,000 2,092,750.00 5,037,750.00
2040 3,095,000 1,945,500.00 5,040,500.00
2041 3,250,000 1,790,750.00 5,040,750.00
2042 3,410,000 1,628,250.00 5,038,250.00
2043 3,580,000 1,457,750.00 5,037,750.00
2044 3,760,000 1,278,750.00 5,038,750.00
2045 3,950,000 1,090,750.00 5,040,750.00
2046 4,145,000 893,250.00 5,038,250.00
2047 4,350,000 686,000.00 5,036,000.00
2048 4,570,000 468,500.00 5,038,500.00
2049 4,800,000 240,000.00 5,040,000.00
$75,070,000 $73,682,645.83 $148,752,645.83

Source: Madera Unified School District.
Preschool Revolving Loan

The District entered into certain non-interest Bamth the California Department of Education for
child care facilities at certain school sites & istrict. The District made its final payment such loans in
the amount of $18,735 on June 30, 2018.

45



Capital Leases

The District has entered into a facilities and pquent lease to finance energy efficiency improvesien
including HVAC control units, interior lighting netfits, replacement of an outdated chilled andksater coil
system with new efficient HVAC systems at five schsites. The District's capital lease obligaticar® as
follows:

Lease:
Balance, July 1, 20: $3,879,28
Payment (673,081
Balance, June 30, 28 $3,206,20

Source: Madera Unified School District, Audited &fcial Report June 30, 2018.

The capital lease has minimum lease payments lasviol

Year Ending Lease
June 30 Payment
201¢ $ 391,03¢
202( 391,03¢
2021 391,03¢
202: 391,03¢
202:-2027 1,368,63:
Total $3,762,68
Less Amount Representing Inter: (452,15)

Present Value of Minimum Lease Paym: $2,871,67

Source: Madera Unified School District, Audited &fcial Report June 30, 2018.
State Funding of Education

General The State requires that from all State revenheeetfirst shall be set apart the moneys to be
applied for support of the public school system guodblic institutions of higher education. Publicheol
districts in California are dependent on revenuemfthe State for a large portion of their opemgiiudgets.
California school districts receive an average lobu 55% of their operating revenues from variotsteS
sources. The primary source of funding for schasltridts is funding under the LCFF, which is a canation
of State funds and local property taxes (see “DIETRFINANCIAL INFORMATION — Education Funding
Generally” above). State funds typically make up tiajority of a district's LCFF entitlement.

The availability of State funds for public educatis a function of constitutional provisions afiegt
school district revenues and expenditures (see “SORNUTIONAL AND STATUTORY PROVISIONS
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS” twel/), the condition of the State economy
(which affects total revenue available to the Sggeeral fund), and the annual State budget probesseases
in State revenues may significantly affect apprimns made by the legislature to school districts.

The following information concerning the State'sdigets for the current and most recent preceding
years has been compiled from publicly-availableinfation provided by the State. Neither the Distribe
Corporation, nor the Underwriter are responsibletti@ information relating to the State’s budgeviged in
this section. Further information is available fréme Public Finance Division of the State Treassar@xfice.

The Budget ProcessThe State’s fiscal year begins on July 1 and emd3une 30. The annual budget is
proposed by the Governor by January 10 of each fgrathe next fiscal year (theGovernor's Budget’).
Under State law, the annual proposed Governor'ggBudannot provide for projected expenditures icess of
projected revenues and balances available fromn psical years. Following the submission of the &mor’'s
Budget, the Legislature takes up the proposal.
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Under the State Constitution, money may be drawomfrthe State Treasury only through an
appropriation made by law. The primary source ef dnnual expenditure authorizations is the Budgztas
approved by the Legislature and signed by the GmreiThe Budget Act must be approved by a majoritye
of each house of the Legislature. The Governor redyce or eliminate specific line items in the Betdgct or
any other appropriations bill without vetoing thetiee bill. Such individual line-item vetoes arebgact to
override by a two-thirds majority vote of each heo$ the Legislature.

Appropriations also may be included in legislatiother than the Budget Act. Bills containing
appropriations (including for K-14 education) must approved by a majority vote in each house of the
Legislature, unless such appropriations requireiriareases, in which case they must be approvea two-
thirds vote of each house of the Legislature, aadslyned by the Governor. Continuing appropriations
available without regard to fiscal year, may alsgbovided by statute or the State Constitution.

Funds necessary to meet an appropriation need @oin the State Treasury at the time such
appropriation is enacted; revenues may be apptegdria anticipation of their receipt.

Recent State Budgets

Certain information about the State budgeting pgecand the State budget (the “State Budget”) is
available through several State of California sesr@ convenient source of information is the Statebsite,
where recent official statements for State bondspastedThe references to internet websites shown below are
shown for reference and convenience only, the nmégion contained within the websites may not beecur
and has not been reviewed by the District or theléswriter and is not incorporated herein by refezen

The California Department of Finance’s Internet lBopage atwww.dof.ca.goy under the heading
“California Budget,” includes the text of proposamal adopted State Budgets.

. The State Legislative Analyst’'s Office preparesigses of the proposed and adopted State
budgets. The analyses are accessible on the LigpslAnalyst's Internet home page at
www.lao.ca.gownder the heading “Subject Area — Budget (State).”

Prior Years’ Budgeting TechniqueDeclining revenues and fiscal difficulties whiatose in the State
commencing in fiscal year 2008-09 led the Stateirtdertake a number of budgeting strategies, whath h
subsequent impacts on local agencies within the Stiese techniques included the issuance of I@Usu of
warrants (checks), the enactment of statutes defleamounts owed to public schools, until a lat@edn the
fiscal year, or even into the following fiscal ygknown as statutory deferrals), trigger reductjiomsich were
budget cutting measures which were implementedoatdchave been implemented if certain State budgeti
goals were not met, among others, and the dissalafi local redevelopment agencies in part to nalelable
additional funding for local agencies. Although fiszal year 2018-19 State Budget is balanced aogqis a
balanced budget for the foreseeable future, largghyjbutable to the additional revenues generdtezlto the
passage of Proposition 55 at the November 8, 2@itévade election, there can be no certainty thalget-
cutting strategies such as those used in recens yel not be used in the future should the S&ueget again
be stressed and if projections included in suctgbudo not materialize.

2013-14 State Budgesignificant Change in Education FundingAs described previously herein, the
2013-14 State Budget and its related implemenggislation enacted significant reforms to the Staggstem
of K-12 education finance with the enactment of H@&FF. Significant reforms such as the LCFF anceioth
changes in law may have significant impacts ortisérict’s finances.

The following information concerning the State’slgets has been obtained from publicly available
information which the District believes to be rdlie; however, the District does not guarantee theuaacy or
completeness of this information and has not inddeetly verified such information. Furthermoresktould
not be inferred from the inclusion of this informoatin this Official Statement that the principdl ar interest
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on the Bonds is payable from the General Fund @@tstrict. The Bonds are payable solely frompghaceeds
of an ad valorem tax required to be levied by tle@y in an amount sufficient for the payment tbére

2018-19 State BudgetOn June 27, 2018, the Governor signed the Btatget for fiscal year 2018-19
(the “2018-19 State Budget”). The 2018-19 Statedgti@stimates that general fund revenues availalfiscal
year 2017-18 totaled approximately $129.82 bill{prcluding a prior year balance of $5.70 billiomdatotal
expenditures in fiscal year 2017-18 totaled appnaxely $127.05 billion. The 2018-19 State Budgetjguts
total general fund revenues available for fiscalry2018-19 of $133.33 billion (including a priorayeéalance of
$8.483 billion). The 2018-19 State Budget proj¢ctal general fund expenditures of $138.69 billibhe 2018-
19 State Budget proposes to allocate $200 millibthe State’s general fund’'s projected fund balatecthe
State’s reserve for liquidation of encumbrances &2d6 billion of such fund balance to the State’s
Constitutional rainy day fund (the “Special Fund Economic Uncertainties”).

According to the Legislative Analyst's Office, tl2918-19 State Budget proposes to end fiscal year
2018-19 with $15.3 billion in total reserves, whicitludes $13.8 billion in the Special Fund for Bomic
Uncertainties. The budget would increase the Spéeiad for Economic Uncertainties by over $5 bitlion
fiscal year 2018-19, including an optional $2.6idwl deposit. The 2018-19 State Budget deposits the
Special Fund for Economic Uncertainties resultssuth fund reaching its constitutional maximum. The
Legislative Analyst’s Office advises that this apgech may be prudent in light of economic and fedemdget
uncertainty, but comes with trade-offs for the &tancluding requiring rainy day reserves in excek40
percent to be spent on infrastructure projects.

The 2018-19 State Budget provides for $78.4 billeinfunding through Proposition 98. Other
significant features of the 2018-19 State Budgéh wespect to K-12 education funding include tH®fing:

» Total funding of $97.2 billion ($56.1 billion Gersr-und and $41.1 billion other funds) for all
K-12 education programs;

* Approximately $600 million of Proposition 51 fundapproved by voters in 2016, allocated
through the School Facilities Program;

* $3.7 billion in new funding for LCFF, including ot 2.71% cost-of-living adjustment and an
additional $570 million above the cost-of-living jastment as an ongoing increase to the
formula;

* $300 million one-time Proposition 98 General Fuod the Low-Performing Student Block
Grant, which will provide resources in additiontGFF funds to local education agencies with
students who: (1) perform at the lowest levelsen $tate’s academic assessments, and (2) do
not generate supplemental LCFF funds or Statedmr&t special education resources; and

* $57.8 million Proposition 98 General Fund for cquoltfices of education to provide technical
assistance to school districts.

Proposed 2019-20 State Budgé&in January 10, 2019, the Governor released tte Budget for fiscal
year 2019-20 (the “2019-20 Proposed State Budgéti® 2019-20 Proposed State Budget assumes moderate
growth in revenues of approximately $5.24 billidie projected general fund revenues and transteitable
in fiscal year 2019-20 totaled approximately $14f@illon and total expenditures in such fiscal yé¢ataled
approximately $144.2 billion. As a part of the emgieures for fiscal year 2019-20, the 2019-20 PsagbState
Budget allocates approximately $20.6 billion incdétionary spending, with approximately $9.7 billito pay
down State liabilities, $5.1 billion to one-time tmporary program spending and $3 billion to @isonary
reserves. The 2019-20 Proposed State Budget diseatss $18.5 billion in reserves by the end ofdisyear
2019-20 which includes a balance of $15.3 billion the State’s budget stabilization account, $21®b for
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the Special Fund for Economic Uncertainties ando$®dlion for the State’s safety net reserve whichy be
utilized for CalWORKS and Medi-Cal in the eventaofecession.

The 2019-20 Proposed State Budget provides for7$88lion of funding through Proposition 98.
Other significant features of the 2019-20 PropdSede Budget with respect to K-12 education funadnedude
the following:

* $2 billion augmentation to the LCFF, and approxieha$576 million for special education;
*  3.46% cost-of-living adjustment to LCFF;

» $3 billion one-time non-Proposition 98 General Fpagment to STRS to reduce pension costs
for K-12 schools and community colleges, of thisoant a total of $700 million would be
provided to buy down the employer contribution sate 2019-20 and 2020-21. Based on
current assumptions, employer contributions wowdréase from 18.13% to 17.1% in 2019-20
and from 19.1% to 18.1% in 2020-21;

* $1.5 billion release of Proposition 51 bond fureds

* $1.2 million ongoing Proposition 51 bond fund andt8& School Site Utilization Funds, and 10
positions for the Office of Public School Constrantto support the increased processing of
applications and program workload.

May Revision On May 9, 2019, the Governor released his Maysiav (the “May Revision”) to the
2019-20 Proposed State Budget. The May Revisiojegototal general fund revenues and transfef&l88
billion and $143.8 billion for fiscal years 2018-28d 2019-20, respectively, and total expenditofesl43.2
billion for fiscal years 2018-19 and 2019-20, redpely. The State is projected to end the 2018id&al year
with total available general fund reserves of $afllflon, including $4.8 billion in the traditionajeneral fund
reserve, $14.4 billion in the BSA and $900 milliarthe Safety Net Reserve Fund. The State is pegjeto end
the 2019-20 fiscal year with total available gehéunad reserves of $19.5 billion, including $1.8libh in the
traditional general fund reserve, $16.5 billiorthe Budget Stabilization Account and $900 milliarthe Safety
Net Reserve Fund.

The May Revision includes total funding of $101ifidn for all K-12 education programs. The May
Revision sets the minimum funding guarantee fordfisyear 2017-18 at $75.6 billion, an increase 8.$
million from the level set by the 2019-20 Propo$edte Budget. For fiscal year 2018-19, the May Bewisets
the minimum funding guarantee at $78.1 billion,irerease of $279 million from the 2019-20 PropoS¢ate
Budget.

For fiscal year 2019-20, the May Revision sets iieimum funding guarantee at $81.1 billion, an
increase of $389 million from the 2019-20 PropoSeate Budget. Fiscal year 2019-20 is now projetidae a
“Test 1” year. Although total Proposition 98 fundimcreases during fiscal years 2017-18 throug®Z1, the
State general fund share of education funding ials®ases by approximately $1.1 billion, due tceardase in
projected property tax revenues over this period.

Other significant adjustments, or additional pr@eswith respect to K-12 education funding include
the following:

* Local Control Funding Formula An increase of $70 million Proposition 98 fungliim fiscal year
2018-19, as well as a decrease of $63.9 milliothéofunding level for fiscal year 2019-20, each
relative to the 2019-20 Proposed State Budget. & bhanges reflect adjustments to ADA and the
fiscal year 2019-20 cost-of-living-adjustment th#fect the LCFF calculation.
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* Proposition 98 Reserve DeposifThe May Revision projects that a deposit to Bublic School
System Stabilization Account of $389.3 million wik required during fiscal year 2019-20 in order
to comply with Proposition 2. The amount of the asp reflects the difference between the
projected “Test 1” funding level in 2019-20, anck tprior year’s funding level, as adjusted for
growth and inflation.

» Categorical Programs- A decrease of $7.4 million in Proposition 98 diurg for selected
categorical programs relative to the amount s¢hén2019-20 Proposed State Budget, reflecting a
change in the cost-of-living-agreement from 3.46%8.26%.

* Special Education A total of $696.2 million in ongoing Propositid®8 funding for special
education. This reflects a $119.2 million increfsen the amount set in the 2019-20 Proposed
State Budget, and would be a 21% increase frorptibe year.

The District does not provide assurances regartirg2018-19 State Budget, the 2019-20 Proposed
State Budget or May Revision, nor can it predia tmpact that the 2018-19 State Budget, the 2019-20
Proposed State Budget, the May Revision or subseduelgets, will have on its finances and operation

The full summary of the 2018-19 State Budget, tl0d¢9220 Proposed State Budget and the May
Revision can be viewed at www.ebudget.ca.gov or vdefwca.gov.

Future Actions The District cannot predict what actions will beken in the future by the State
legislature and the Governor to address changiate Sevenues and expenditures. The District alsmata
predict the impact such actions will have on Statenues available in the current or future yeargducation.
The State budget will be affected by national ateteéSeconomic conditions and other factors overchviine
District will have no control. Certain actions @sults could produce a significant shortfall ofelewe and cash,
and could consequently impair the State’s abilityfyund schools. State budget shortfalls in futuseafl years
may also have an adverse financial impact on tiential condition of the District. However, the ightion to
levy ad valorem property taxes upon all taxablgprty within the District for the payment of pripai of and
interest on the Bonds would not be impaired.

Prohibitions on Diverting Local Revenues for Stateurposes Beginning in 1992-93, the State
satisfied a portion of its Proposition 98 obligasoby shifting part of the property tax revenueseowise
belonging to cities, counties, special districtsg aedevelopment agencies, to school and commgnitgge
districts through a local Educational Revenue Augpaigon Fund (ERAF) in each county. Local agencies,
objecting to invasions of their local revenues bg State, sponsored a statewide ballot initiathitenided to
eliminate the practice. In response, the State dlasgire proposed an amendment to the State Cdiwstitu
which the State’s voters approved as PropositionatAhe November 2004 election. That measure was
generally superseded by the passage of a newtivgtigonstitutional amendment at the November 2010
election, known as “Proposition 22.”

The effect of Proposition 22 is to prohibit thet8faeven during a period of severe fiscal hardshim
delaying the distribution of tax revenues for tg@orsation, redevelopment, or local government mtsjeand
services. It prevents the State from redirectirdgvelopment agency property tax increment to ahgrdocal
government, including school districts, or from porarily shifting property taxes from cities, coiest and
special districts to schools, as in the ERAF progrdhis is intended to, among other things, stadilocal
government revenue sources by restricting the 'Statntrol over local property taxes. One effecttlof
amendment will be to deprive the State of fuel taxenues to pay debt service on most State bonds fo
transportation projects, reducing the amount ofteéStgeneral fund resources available for other mepo
including education.

Prior to the passage of Proposition 22, the Statekied Proposition 1A to divert $1.935 billion wchl
property tax revenues in 2009-10 from cities, cmsntand special districts to the State to offgatéSgeneral
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fund spending for education and other programs,iacidded another diversion in the adopted 200%ife
budget of $1.7 billion in local property tax revesufrom local redevelopment agencies, which local
redevelopment agencies have now been dissolved“{dessolution of Redevelopment Agencies” below).
Redevelopment agencies had sued the State ovdattieisdiversion. However, the lawsuit was decidgdinst
the California Redevelopment Association on Magd10. Because Proposition 22 reduces the Stattisraty

to use or shift certain revenue sources, feesaebstfor State general fund purposes, the Stakdavie to take
other actions to balance its budget in some yearsueh as reducing State spending or increasing &iaes,
and school and community college districts thaeirex Proposition 98 or other funding from the Staik be
more directly dependent upon the State’s general.fu

State Budget Disclaimer; Availability of Budget Dociments

Disclaimer Regarding State Budget$he execution of the foregoing 2019-20 ProposedeBudget,
along with the May Revision, and future State Buggeay be affected by numerous factors, includinigriot
limited to: (i) shifts in costs from the federalvgonment to the State, (ii) national, State aneérmdtional
economic conditions, (iii) litigation risks assaed with proposed spending reductions, (iv) rishaglth care
costs and/or other unfunded liabilities, such assig; or OPEB, and (v) numerous other factorspradny of
which could cause the revenue and spending projectincluded in such budgets to be unattainable Th
District cannot predict the impact that the 2018Stfte Budget, or subsequent State Budgets, wil loa its
own finances and operations.

The State has not entered into any contractual ¢oments with the District, the County, the
Underwriter or the Owners of the Bonds to providet& Budget information to the District or the owsef the
Bonds. Although they believe the sources of infdiomalisted below are reliable, neither the Didtmor the
Underwriter assumes any responsibility for the a@cy of the State Budget information set fortheferred to
in this Official Statement or incorporated herein.

Availability of State BudgetsThe complete 2019-20 Proposed State Budget, alatigthe May
Reuvision, is available from the California Departinef Finance website at www.ebudget.ca.gov. Anaral
analysis of the budget is published by the Legisafnalyst Office, and is available at www.laoga/budget.
The District can take no responsibility for the tomed accuracy of these internet addresses dahéoaccuracy,
completeness or timeliness of information postedhese sites, and such information is not incorgeor& this
Official Statement by these references. The inféionareferred to above should not be relied uporenvh
making an investment decision with respect to thad3.

Uncertainty Regarding Future State BudgetEhe District cannot predict what actions will tagen in
future years by the State legislature or the Gaweto address the State’s current or future reverare
expenditures or possible future budget deficitstufeu State Budgets will be affected by national &tdte
economic conditions and other factors over whiah Bistrict has no control. The District cannot pceavhat
impact any future budget proposals will have onfthancial condition of the District. To the extethiat the
State Budget process results in reduced revenudbetdDistrict, the District will be required to mak
adjustments to its own budgets.

CONSTITUTIONAL AND STATUTORY PROVISIONS
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS

Articles XIIIA, XIIB, XIlIC, and XIIID of the State Constitution, Propositions 62, 98, 111, 187 and
218, and certain other provisions of law discudseldw, are included in this section to describeghtential
effect of these Constitutional and statutory meesun the ability of the District to levy taxes aspknd tax
proceeds for operating and other purposes.
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Constitutionally Required Funding of Education

The State Constitution requires that from all Stateenues, there shall be first set apart the notey
be applied by the State for the support of the ipuidithool system and public institutions of higlkducation.
School districts receive a significant portion béit funding from State appropriations. As a restdicreases
and increases in State revenues can significaffégtaappropriations made by the State Legislatarechool
districts.

Article XIIIA of the California Constitution

Basic Property Tax LevyOn June 6, 1978, California voters approved Psibjpon 13 (“Proposition
13"), which added Article XIIIA to the State Cortstion (“Article XIIIA”). Article XIlIA limits the amount of
any ad valorem tax on real property to 1% of tHedash value thereof, except that additional adnresm taxes
may be levied to pay debt service on (i) indebtedrepproved by the voters prior to July 1, 1978,(#s a
result of an amendment to Article XIIIA approved $Btate voters on June 3, 1986) bonded indebtedioetize
acquisition or improvement of real property whicmstbeen approved on or after July 1, 1978 by tuwdsglof
the voters on such indebtedness, and (iii) (as@tref an amendment to Article XIIIA approved btate voters
on November 7, 2000) bonded indebtedness incuryeat dxhool district or community college distriot the
construction, reconstruction, rehabilitation orlagement of school facilities or the acquisitionlesse of real
property for school facilities, approved by 55%tloé voters of the district, but only if certain aoatability
measures are included in the proposition. ArticldAXdefines full cash value to mean “the countyessor’'s
valuation of real property as shown on the 1973a26bill under full cash value, or thereafter, tgpraised
value of real property when purchased, newly caostd, or a change in ownership have occurred #feer
1975 assessment.” This full cash value may be asa@ at a rate not to exceed 2% per year to acéount
inflation.

Article XIIIA has subsequently been amended to peraduction of the “full cash value” base in the
event of declining property values caused by damdesruction or other factors, to provide thatéhgould be
no increase in the “full cash value” base in therg\of reconstruction of property damaged or dgstian a
disaster and in other minor or technical ways.

Legislation Implementing Article XIlIA Legislation has been enacted and amended a nwhberes
since 1978 to implement Article XIIIA. Under curtelaw, local agencies are no longer permitted toy le
directly any property tax (except to pay voter-amed indebtedness). The 1% property tax is autcalti
levied by the county and distributed according foranula among taxing agencies. The formula appostithe
tax roughly in proportion to the relative sharesadfes levied prior to 1979.

Increases of assessed valuation resulting fronpreggals of property due to new construction, cleang
in ownership or from the annual adjustment notxXceed 2% are allocated among the various jurisdistin
the “taxing area” based upon their respective &sitény such allocation made to a local agency iooes as
part of its allocation in future years.

Inflationary Adjustment of Assessed Valuatiol\s described above, the assessed value of arprope
may be increased at a rate not to exceed 2% pertygeaccount for inflation. On December 27, 2001 t
Orange County Superior Court, in County of Orang®range County Assessment Appeals Board No. 8, hel
that where a home’s taxable value did not incréaséwo years, due to a flat real estate market, @Gnange
County assessor violated the 2% inflation adjustnpeavision of Article XIlIA, when the assessoretl to
“recapture” the tax value of the property by insiag its assessed value by 4% in a single year.a§hessors
in most California counties, including the Couniygge a similar methodology in raising the taxableies of
property beyond 2% in a single year. The State @adrEqualization has approved this methodology for
increasing assessed values. On appeal, the Appdllatrt held that the trial court erred in rulingat
assessments are always limited to no more than 2flbeoprevious year's assessment. On May 10, 2004 a
petition for review was filed with the Californiaufreme Court. The petition has been denied by digothia
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Supreme Court. As a result of this litigation, tihecapture” provision described above may contibudoe
employed in determining the full cash value of @y for property tax purposes.

Article XIIIB of the California Constitution

Article XIIIB (“Article XIIIB”) of the State Consttution, as subsequently amended by Propositions 98
and 111, respectively, limits the annual approjmmst of the State and of any city, county, schastridt,
authority or other political subdivision of the &tdo the level of appropriations of the particuj@vernmental
entity for the prior fiscal year, as adjusted fhacges in the cost of living and in population &diransfers in
the financial responsibility for providing servicesd for certain declared emergencies. For fisadry
beginning on or after July 1, 1990, the appropoiai limit of each entity of government shall be the
appropriations limit for the 1986-87 fiscal yeafjustied for the changes made from that fiscal yemleuthe
provisions of Article XIIIB, as amended.

The appropriations of an entity of local governmeunbject to Article XIIIB limitations include the
proceeds of taxes levied by or for that entity d@hel proceeds of certain state subventions to thatye
“Proceeds of taxes” include, but are not limited dth tax revenues and the proceeds to the ety f(a)
regulatory licenses, user charges and user feeo(ibuto the extent that these proceeds exceedetsdnable
costs in providing the regulation, product or seeyj and (b) the investment of tax revenues.

Appropriations subject to limitation do not includa) refunds of taxes, (b) appropriations for debt
service, (c) appropriations required to comply vaéntain mandates of the courts or the federal morent, (d)
appropriations of certain special districts, (e)r@priations for all qualified capital outlay proje as defined by
the legislature, (f) appropriations derived fromtam fuel and vehicle taxes and (g) appropriatidesved from
certain taxes on tobacco products.

Article XIIIB includes a requirement that all rewess received by an entity of government other than
the State in a fiscal year and in the fiscal yeamediately following it in excess of the amountrpited to be
appropriated during that fiscal year and the figesr immediately following it shall be returned &yevision
of tax rates or fee schedules within the next twosequent fiscal years. However, in the event @ahsthool
district’'s revenues exceed its spending limit, disgrict may in any fiscal year increase its appiamns limit
to equal its spending by borrowing appropriationstlfrom the State.

Article XI1IIB also includes a requirement that 5@¥oall revenues received by the State in a fisealry
and in the fiscal year immediately following it é@xcess of the amount permitted to be appropriatecgl that
fiscal year and the fiscal year immediately follogiit shall be transferred and allocated to théeS&chool
Fund under Section 8.5 of Article XVI of the St&enstitution.

Unitary Property

Some amount of property tax revenue of the Distsicterived from utility property which is consieer
part of a utility system with components locatedmany taxing jurisdictions (“unitary property”). der the
State Constitution, such property is assessed éysthte Board of Equalization (“SBE”) as part dfgaing
concern” rather than as individual pieces of reapersonal property. State-assessed unitary andircether
property is allocated to the counties by SBE, taatesbecial county-wide rates, and the tax revedistsbuted
to taxing jurisdictions (including the District) @rding to statutory formulae generally based endistribution
of taxes in the prior year.

Articles XIIIC and XIIID
On November 5, 1996, the voters of the State off@ala approved Proposition 218, popularly known

as the “Right to Vote on Taxes Act.” PropositiorB2ddded to the California Constitution Articles Klland
XIIID (respectively, “Article XIIIC" and “Article XIIID”), which contain a number of provisions affed the
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ability of local agencies, including school distsicto levy and collect both existing and futureess
assessments, fees and charges.

According to the “Title and Summary” of Propositiagh8 prepared by the California Attorney General,
Proposition 218 limits “the authority of local gonenents to impose taxes and property-related assegs,
fees and charges.” Among other things, Article Ellestablishes that every tax is either a “genaal t
(imposed for general governmental purposes) orpeecial tax” (imposed for specific purposes), prabib
special purpose government agencies such as stdistratts from levying general taxes, and prohibiy local
agency from imposing, extending or increasing gmcml tax beyond its maximum authorized rate withe
two-thirds vote; and also provides that the ink&power will not be limited in matters of redugior repealing
local taxes, assessments, fees and charges. ARitlé further provides that no tax may be assesered
property other than ad valorem property taxes iragos accordance with Articles Xl and XIIIA of ¢h
California Constitution and special taxes apprdve@ two-thirds vote under Article XIlIA, Section 4

On November 2, 2010, Proposition 26 was approvethaye voters, which amended Article XIIIC to
expand the definition of “tax” to include “any levgharge, or exaction of any kind imposed by a lloca
government” except the following: (1) a charge isgd for a specific benefit conferred or privilegarged
directly to the payor that is not provided to those charged, and which does not exceed the rebsooasts to
the local government of conferring the benefit canging the privilege; (2) a charge imposed forpacsic
government service or product provided directlythe payor that is not provided to those not charged
which does not exceed the reasonable costs tata government of providing the service or prod(8} a
charge imposed for the reasonable regulatory doses local government for issuing licenses and gsrm
performing investigations, inspections, and audienforcing agricultural marketing orders, and the
administrative enforcement and adjudication ther¢df a charge imposed for entrance to or use céllo
government property, or the purchase, rental, asdeof local government property; (5) a fine, pgnalr other
monetary charge imposed by the judicial branchosfeghment or a local government, as a result abkton
of law; (6) a charge imposed as a condition of propdevelopment; and (7) assessments and propetatyed
fees imposed in accordance with the provisions diclk XIIID. Proposition 26 provides that the ldca
government bears the burden of proving by a prepamte of the evidence that a levy, charge, orrothe
exaction is not a tax, that the amount is no mdr@ tnecessary to cover the reasonable costs of the
governmental activity, and that the manner in whithse costs are allocated to a payor bear arfagasonable
relationship to the payor’s burdens on, or beneéitgived from, the governmental activity.

Article XI1ID deals with assessments and propediated fees and charges, and explicitly providas th
nothing in Article XIIIC or XIIID will be construedo affect existing laws relating to the impositiohfees or
charges as a condition of property development.

While the provisions of Proposition 218 may havearatirect effect on the District, such as by limgi
or reducing the revenues otherwise available terdthical governments whose boundaries encompagenyo
located within the District (thereby causing sucdital governments to reduce service levels and lpigssi
adversely affecting the value of property withie tistrict), the District does not believe that [position 218
will directly impact the revenues available to paase Payments and therefore payments due on tiasBo

Proposition 98

On November 8, 1988, California voters approvedBsdion 98, a combined initiative constitutional
amendment and statute called the “Classroom Irnginat Improvement and Accountability Act” (the
“Accountability Act”). Certain provisions of the Aountability Act have, however, been modified by
Proposition 111, discussed below, the provisionstuth became effective on July 1, 1990. The Acctability
Act changes State funding of public education betbe university level and the operation of the &gt
appropriations limit. The Accountability Act guataes State funding for K-12 school districts anthewnity
college districts (hereinafter referred to colleely as “K-14 school districts”) at a level equalthe greater of
(a) the same percentage of general fund revenube gercentage appropriated to such district®86487, and
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(b) the amount actually appropriated to such distrirom the general fund in the previous fiscaryadjusted
for increases in enrollment and changes in the afokting. The Accountability Act permits the Legigture to
suspend this formula for a one-year period.

The Accountability Act also changes how tax revenumneexcess of the State appropriations limit are
distributed. Any excess State tax revenues up &pexified amount would, instead of being returned t
taxpayers, be transferred to K-14 school distriétsy such transfer to K-14 school districts woulsl éxcluded
from the appropriations limit for K-14 school dists and the K-14 school district appropriatiomsitifor the
next year would automatically be increased by tmount of such transfer. These additional moneysldvou
enter the base funding calculation for K-14 schdistricts for subsequent years, creating furthesgure on
other portions of the State budget, particularlsedenues decline in a year following an ArticldIRBIsurplus.
The maximum amount of excess tax revenues whiclddmei transferred to K-14 school districts is 4%toé
minimum State spending for education mandated éyAttcountability Act.

Proposition 111

On June 5, 1990, the voters approved Propositidn($tnate Constitutional Amendment No. 1) called
the “Traffic Congestion Relief and Spending LimittAof 1990” (“Proposition 111”) which further moaktl
Article XIlIB and Sections 8 and 8.5 of Article X\df the State Constitution with respect to appiiprns
limitations and school funding priority and allocst

The most significant provisions of Proposition Er& summarized as follows:

Annual Adjustments to Spending LimitThe annual adjustments to the Article XIIIB spiewgdlimit
were liberalized to be more closely linked to tagerof economic growth. Instead of being tied ®@onsumer
Price Index, the “change in the cost of livingnew measured by the change in California per cgmtaonal
income. The definition of “change in population’esffies that a portion of the State’s spendingtliimito be
adjusted to reflect changes in school attendance.

Treatment of Excess Tax Revenuet¥Excess” tax revenues with respect to Article IRllare now
determined based on a two-year cycle, so that thge $an avoid having to return to taxpayers extass
revenues in one year if its appropriations in tegtriscal year are under its limit. In additiohetProposition
98 provision regarding excess tax revenues wasfraddiAfter any two-year period, if there are exx&ate
tax revenues, 50% of the excess are to be traadféor K-14 school districts with the balance retafrio
taxpayers; under prior law, 100% of excess Statedgenues went to K-14 school districts, but ampyto a
maximum of 4% of the schools’ minimum funding levaéllso, reversing prior law, any excess State tax
revenues transferred to K-14 school districts ase built into the school districts’ base expendiurfor
calculating their entitlement for State aid in thext year, and the State’s appropriations limin@ to be
increased by this amount.

Exclusions from Spending Limit Two exceptions were added to the calculation ggrapriations
which are subject to the Article XIlIB spending itnFirst, there are excluded all appropriations “fqualified
capital outlay projects” as defined by the Legislat Second, there are excluded any increasesoliga taxes
above the 1990 level (then nine cents per galealgs and use taxes on such increment in gasakes,tand
increases in receipts from vehicle weight fees abthe levels in effect on January 1, 1990. Thesterla
provisions were necessary to make effective thespartation funding package approved by the Lemistaand
the Governor, which expected to raise over $150bilin additional taxes from 1990 through 2000 tod
transportation programs.

Recalculation of Appropriations Limit The Article XIIIB appropriations limit for eachnit of

government, including the State, is to be recatedl®eginning in fiscal year 1990-91. It is basadlwe actual
limit for fiscal year 1986-87, adjusted forwardii®90-91 as if Proposition 111 had been in effect.
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School Funding Guarantee. There is a complex adprstin the formula enacted in Proposition 98
which guarantees K-14 school districts a certaiowamh of State general fund revenues. Under prior i&14
school districts were guaranteed the greater of(19% of State general fund revenues (the “fest’j or (2)
the amount appropriated in the prior year adjuiiedhanges in the cost of living (measured astriicke XIIIB
by reference to per capita personal income) andllerent (the “second test”). Under Proposition 14dhools
will receive the greater of (1) the first test, {A¢ second test, or (3) a third test, which vefplace the second
test in any year when growth in per capita Stateegd fund revenues from the prior year is less tha annual
growth in California per capita personal incomee(tthird test”). Under the third test, schools wiiceive the
amount appropriated in the prior year adjustedduange in enroliment and per capita State generad f
revenues, plus an additional small adjustment faditthe third test is used in any year, the digfece between
the third test and the second test will becomeredit’ to schools which will be paid in future ysawhen State
general fund revenue growth exceeds personal ingpaveh.

Proposition 39

On November 7, 2000, California voters approvedaarendment (commonly known as “Proposition

39”) to the California Constitution. This amendméh} allows school facilities bond measures to peraved
by 55% (rather than two-thirds) of the voters iodbelections and permits property taxes to exteedurrent
1% limit in order to repay the bonds and (2) changesting statutory law regarding charter schaailities.
As adopted, the constitutional amendments may bagdd only with another Statewide vote of the peophe
statutory provisions could be changed by a majanitie of both houses of the Legislature and approyahe
Governor, but only to further the purposes of theppsition. The local school jurisdictions affectey this
proposition are K-12 school districts, communitylege districts, including the District, and courdffices of
education. As noted above, the California Constitupreviously limited property taxes to 1% of tedue of
property. Prior to the approval of Proposition Bfgperty taxes could only exceed this limit to e (1) any
local government debts approved by the voters pgaaiuly 1, 1978 or (2) bonds to acquire or improsal
property that receive two-thirds voter approvaéaftuly 1, 1978.

The 55% vote requirement authorized by Proposi@@napplies only if the local bond measure
presented to the voters includes: (1) a requirentgat the bond funds can be used only for constmict
rehabilitation, equipping of school facilities, thie acquisition or lease of real property for sd¢tiacilities; (2) a
specific list of school projects to be funded aedification that the school board has evaluatéetgaclass size
reduction, and information technology needs in tuiag the list; and (3) a requirement that theosthiboard
conduct annual, independent financial and perfooaaaudits until all bond funds have been spenmntumre
that the bond funds have been used only for theegolisted in the measure. Legislation approvedune
2000 places certain limitations on local schooldsoto be approved by 55% of the voters. These giang
require that the tax rate levied as the resultnyf single election be no more than $60 (for a edifschool
district), $30 (for an elementary school districthagh school district), or $25 (for a communityllege district),
per $100,000 of taxable property value. These remqments are not part of this proposition and canhzaged
with a majority vote of both houses of the Legistatand approval by the Governor.

Proposition 1A and Proposition 22

On November 2, 2004, California voters approvedpBsdion 1A, which amended the State
constitution to significantly reduce the State’shawity over major local government revenue sourtésder
Proposition 1A, the State cannot (i) reduce loedés tax rates or alter the method of allocatirey révenue
generated by such taxes, (ii) shift property tdkas local governments to schools or communityexgls, (iii)
change how property tax revenues are shared anomad governments without two-thirds approval oftbhot
houses of the State Legislature or (iv) decreashiclée License Fee revenues without providing local
governments with equal replacement funding. Undep@®sition 1A, beginning, in fiscal year 2008-0% State
may shift to schools and community colleges a Bohiemount of local government property tax reveifue
certain conditions are met, including: (i) a proction by the Governor that the shift is neededtdue severe
financial hardship of the State, and (ii) approvathe shift by the State Legislature with a twodh vote of
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both houses. Under such a shift, the State mustyrégal governments for their property tax lossesh
interest, within three years. Proposition 1A dokswathe State to approve voluntary exchanges céllsales
tax and property tax revenues among local govertsneithin a county. Proposition 1A also amendedState
Constitution to require the State to suspend ceS#ate laws creating mandates in any year thabtidee does
not fully reimburse local governments for their tso® comply with the mandates. This provision does
apply to mandates relating to schools or commuotieges or to those mandates relating to emplagéés.

Proposition 22, a constitutional initiative entitlethe “Local Taxpayer, Public Safety, and
Transportation Protection Act of 2010,” approvedMwvember 2, 2010, superseded many of the prodsadn
Proposition 1A. This initiative amends the Statastiution to prohibit the legislature from diveri or shifting
revenues that are dedicated to funding serviceviggd by local government or funds dedicated to
transportation improvement projects and servicaesddd this proposition, the State is not allowedtake
revenue derived from locally imposed taxes, suchasl taxes, parcel taxes, utility taxes and stres, and
local public transit and transportation funds. Rerf in the event that a local governmental agesums the
State alleging a violation of these provisions amas, then the State must automatically approptia¢efunds
needed to pay that local government. This Promositvas intended to, among other things, stabilotall
government revenue sources by restricting the 'Statatrol over local property taxes. Propositidhdid not
prevent the California State Legislature from digisg State redevelopment agencies pursuant to XB6] as
confirmed by the decision of the California Supredmirt decision in California Redevelopment Assticrav.
Matosantos (2011).

Because Proposition 22 reduces the State’s authoriise or reallocate certain revenue sources, fee
and taxes for State general fund purposes, the $ifithave to take other actions to balance itddan, such as
reducing State spending or increasing State tax®sschool and college districts that receive Psijom 98 or
other funding from the State will be more diredbBpendent upon the State’s general fund.

Proposition 30 and Proposition 55

Proposition 30 appeared on the November 6, 201tdvatde ballot as an initiated constitutional
amendment (“Proposition 30”), and it was approvediate voters. Proposition 30 increased the Stdés tax
from 7.25 percent to 7.50 percent, increased pafsonome tax rates on higher income brackets éves
years, and temporarily imposed an additional taalbnetailers, at the rate of 0.25% of gross nasefrom the
sale of all tangible personal property sold in $tate from January 1, 2013 to December 31, 201 d3ition
30 also imposed an additional excise tax on theag® use, or other consumption in the State djilbée
personal property purchased from a retailer onadtedt January 1, 2013 and before January 1, 201ig.ekcise
tax was levied at a rate of 0.25% of the salesepoicthe property so purchased. For personal incaxes
imposed beginning in the taxable year commencingagy 1, 2012 and ending December 31, 2018, Pridposi
30 increased the marginal personal income taxhwtéi) 1% for taxable income over $250,000 busldzan
$300,000 for single filers (over $500,000 but fésm $600,000 for joint filers), (ii) 2% for tax@bincome over
$300,000 but less than $500,000 for single filengef $600,000 but less than $1,000,000 for joiets), and
(iii) 3% for taxable income over $500,000 for sedjlers (over $1,000,000 for joint filers).

The revenues generated from the temporary tax aseee are included in the calculation of the
Proposition 98 minimum funding guarantee for schaodtricts and community college districts. See
“Proposition 98" and “Proposition 111" above. Fr@m accounting perspective, the revenues generaied f
the temporary tax increases will be deposited timoState account created pursuant to Proposi@iaraBed the
Education Protection Account (the “EPA”). PursuémtProposition 30, funds in the EPA will be allomat
quarterly, with 89% of such funds provided to sdhstricts and 11% provided to community colleggtritts.
The funds will be distributed to school districtedacommunity college districts in the same mangegxasting
unrestricted per-student funding, except that fmekdistrict will receive less than $200 per wfitADA and
no community college district will receive less niB100 per full time equivalent student. The goiregrboard
of each school district and community college distis granted sole authority to determine how theneys
received from the EPA are spent, provided that, appropriate governing board is required to malesé¢h
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spending determinations in open session at a puidieting and such local governing boards are pitekib
from using any funds from the EPA for salaries endfits of administrators or any other administetiosts.

The California Children’s Education and Health CRretection Act of 2016, also known as Proposition
55, was a constitutional amendment initiative thats approved on the November 8, 2016 general etecti
ballot in California. Proposition 55 extends thergases to personal income tax rates for high-iec@axpayers
that were approved as part of Proposition 30 thindhg end of 2030, instead of the scheduled expiraiate of
December 31, 2018. However, Proposition 55 doesxteind the expiration date for the increase inf@aia
sales and excise taxes authorized as a part ob§itigm 30. Tax revenue received under Proposimis to be
allocated 89% to K-12 schools and 11% to commuoutieges.

California Senate Bill 222

Senate Bill 222 (“SB 222") was signed by the Cafifa Governor on July 13, 2015 and became
effective on January 1, 2016. SB 222 amended Sedt®51 of the California Education Code and added
Section 52515 to the California Government Coderavide that voter-approved general obligation ksond
which are secured ad valoremtax collections are secured by a statutory liealbrevenues received pursuant
to the levy and collection of the property tax irspd to service those bonds. Said lien shall atiatbmatically
and is valid and binding from the time the bonds executed and delivered. The lien is enforceadpénat the
issuer, its successors, transferees, and credandsall others asserting rights therein, irrespeadf whether
those parties have notice of the lien and withinat meed for any further act. The effect of SB 222hie
treatment of general obligation bonds as securbtiddankruptcy due to the existence of a stayuten.

Future Initiatives and Changes in Law

Article XIIIA, Article XIlIB, Article XIIIC and Article XIIID of the California Constitution and
Propositions 98, 111, 1A, 22, 26, 30 and 39 wenh ealopted as measures that qualified for the tb&dlom
time to time other initiative measures or otheiidiegive enactments could be adopted further affgdDistrict
revenues or the District's ability to expend revenuThe nature and impact of these measures cdenot
anticipated by the District.

LEGAL MATTERS
Legal Opinion

The proceedings in connection with the authorirgtgale, execution and delivery of the Bonds are
subject to the approval as to their legality of tBsst & Krieger LLP, Riverside, California (“Bor@ounsel”).
A copy of the legal opinion, certified by the oféitin whose office the original is filed, will bettached to each
Bond, and a form of such opinion is attached asEAWPIX A. Best Best & Krieger LLP, Riverside, Califda,
is acting as Disclosure Counsel to the Districti§tibosure Counsel”). Kutak Rock LLP, Denver, Cotiwais
serving as counsel to the Underwriter (“Underwigé€ounsel”).

The fees of Bond Counsel, Disclosure Counsel aadUtderwriter’'s Counsel are contingent upon
delivery of the Bonds.

Legality for Investment in California
Under provisions of the California Financial Codlee Bonds are legal investments for commercial
banks in California to the extent that the Bondsthe informed opinion of the bank, are prudent tfoe

investment of funds of depositors, and under proms of the California Government Code, are eligifdr
security for deposits of public moneys in the State
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Continuing Disclosure

The District has covenanted, for the benefit ofdeot and beneficial owners of the Bonds to provide
certain financial information and operating datiatieg to the District to the Municipal SecuritiBsilemaking
Board on an annual basis (an “Annual Report”) atérl than eight months after the end of the Disritscal
year (which currently would be March 1), commendaygMarch 1, 2020, with the report for the 2018FiScall
Year, and to provide notices of the occurrence estain enumerated events. The Annual Report aner oth
required notices will be filed by the District withe Municipal Securities Rulemaking Board (the ‘IREB) in
the manner prescribed by the Securities Exchangen@ssion. The specific nature of such informatisrseét
forth below under the caption APPENDIX D — “FORM @ONTINUING DISCLOSURE AGREEMENT.”
These covenants have been made in order to absidtUnderwriter in complying with S.E.C. Rule 15c2-
12(b)(5) (the “Rule”).

During the last five years, the District has faitedile in a timely manner notices of rating chasdor
multiple series of outstanding insured bonds in720The District has made remedial filings to cotreuch
failures.

In order to ensure ongoing compliance by the Dstaind its related entities with their continuing
disclosure undertakings, (i) the District is evdilg instituting new procedures to ensure futurempliance;
and (ii) the District has contracted with Isom Aghis, a Division of Urban Futures, Inc. to assistDistrict in
filing accurate, complete and timely disclosureorépon behalf of the District.

Neither the County nor any other entity other thiaa District shall have any obligation or incur any
liability whatsoever with respect to the performaiat the District’s duties regarding continuingaliisure.

Litigation

There is no action, suit or proceeding known tgbeding, or threatened, restraining or enjoinirg th
execution or delivery of the Bonds or any otheruwioent relating to the Bonds or in any way contestin
affecting the validity of the foregoing.

There are a number of lawsuits and claims pendyagnat the District which have arisen in the regula
course of administering the affairs of the District the opinion of the District, such suits andiels as are
presently pending will not have a material adveféect on the ability of the District to pay deler@ce on the
Bonds.

MUNICIPAL ADVISOR

Isom Advisors, a Division of Urban Futures, Inc.aMut Creek, California, is acting as the Distdct’
municipal advisor (the “Municipal Advisor”) in coention with the Bonds. The Municipal Advisor is a
registered “Municipal Advisor” with the SecuritidSxchange Commission and the Municipal Securities
Rulemaking Board. The Municipal Advisor is not glalied to undertake, and has not undertaken to ragke,
independent verification or to assume respongpifiir the accuracy, completeness or fairness of the
information contained in this Official Statementi€lfees of the Municipal Advisor with respect te Bonds
are contingent upon their sale and delivery. Theniglpal Advisor is an independent advisory firm asaot
engaged in the business of underwriting, tradindistributing municipal or other public securities.

TAX MATTERS
Federal Tax Status
In the opinion of Best Best & Krieger LLP, RiversjdCalifornia, Bond Counsel, subject, however to

the qualifications set forth below, under existlag, interest on the Bonds is excluded from gros®mne for
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federal income tax purposes and such interest isanotem of tax preference for purposes of thesfad
alternative minimum tax.

The opinions set forth in the preceding paragraghsabject to the condition that the District coynpl
with all requirements of the Internal Revenue Cotld986, as amended (“Tax Code”) that must be fsadis
subsequent to the issuance of the Bonds. The &istis covenanted to comply with each such reqeiném

If the initial offering price to the public (exclidy bond houses and brokers) at which a Bond @ isol
less than the amount payable at maturity therbef) such difference constitutes "original issuealisit” for
purposes of federal income taxes and State ofdaid personal income taxes. If the initial offgriorice to the
public (excluding bond houses and brokers) at wiaicBond is sold is greater than the amount payable
maturity thereof, then such difference constittitegyinal issue premium" for purposes of federalame taxes
and State of California personal income taxes. renmis original issue discount and original isswerpium is
disregarded.

Under the Tax Code, original issue discount istéeas interest excluded from federal gross income
and exempt from State of California personal incaapees to the extent properly allocable to eacheswn
thereof subject to the limitations described in fingt paragraph of this section. The original saliscount
accrues over the term to maturity of the Bond am lthsis of a constant interest rate compoundedaoh e
interest or principal payment date (with straighelinterpolations between compounding dates).arheunt of
original issue discount accruing during each persoddded to the adjusted basis of such Bonds terrdme
taxable gain upon disposition (including sale, psgpent, or payment on maturity) of such Bond. The T
Code contains certain provisions relating to ther@al of original issue discount in the case ofcpasers of the
Bonds who purchase the Bonds after the initialrofteof a substantial amount of such maturity. Onsnef
such Bonds should consult their own tax advisots waspect to the tax consequences of ownershigpotls
with original issue discount, including the treatinef purchasers who do not purchase in the origiffaring,
the allowance of a deduction for any loss on a salether disposition, and the treatment of accromginal
issue discount on such Bonds under federal indafidliernative minimum taxes.

Under the Tax Code, original issue premium is amedton an annual basis over the term of the Bond
(said term being the shorter of the Bond's matwdéte or its call date). The amount of original&sgremium
amortized each year reduces the adjusted baskeaiwner of the Bond for purposes of determininglide
gain or loss upon disposition. The amount of oagjissue premium on a Bond is amortized each year the
term to maturity of the Bond on the basis of a tamisinterest rate compounded on each interestiocipal
payment date (with straight-line interpolationsvien compounding dates). Amortized Bond premiumois
deductible for federal income tax purposes. Owrgdrpremium Bonds, including purchasers who do not
purchase in the original offering, should consuhkit own tax advisors with respect to State of fOatia
personal income tax and federal income tax consegseof owning such Bonds.

Current and future legislative proposals, if enddteo law, clarification of the Tax Code or court
decisions may cause interest with respect to thedBdo be subject, directly or indirectly, to fealeincome
taxation or to be subject to or exempted from stateme taxation, or otherwise prevent beneficiahers from
realizing the full current benefit of the tax s&tof such interest. The introduction or enactmértny such
legislative proposals, clarification of the Tax @oor court decisions may also affect the marketepfor, or
marketability of, the Bonds. Prospective purchasgirdhe Bonds should consult their own tax advisors
regarding any pending or proposed federal or statéegislation, regulations or litigation, as thieh Special
Counsel expresses no opinion.

California Tax Status

In the further opinion of Bond Counsel, interest thie Bonds is exempt from California personal
income taxes.
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Form of Opinion
A copy of the proposed form of opinion of Bond Csahis attached hereto as APPENDIX A.
Other Tax Considerations

Owners of the Bonds should also be aware thatwmeiship or disposition of, or the accrual or rptei
of interest on, the Bonds may have federal or dimteconsequences other than as described abovel Bo
Counsel expresses no opinion regarding any federstlate tax consequences arising with respettetdonds
other than as expressly described above.

MISCELLANEOUS
Rating

The District has obtained a rating on the Bondmfidoody’s Investors Services, Inc. (“Moody’s”) of
HAa3.1!

Such rating reflects only the views of such orgatan. Generally, rating agencies base their gaton
the information and materials furnished to them andnvestigations, studies and assumptions of then.
There is no assurance such rating will continuedlioy given period of time or that such rating witit be
revised downward or withdrawn entirely by Moodyifsin the judgment of Moody’s, circumstances so naat.
Any such downward revision or withdrawal of theimgtmay have an adverse effect on the market pficee
Bonds.

Underwriting

The Bonds are being purchased by Stifel, NicolauSa&npany, Incorporated (the “Underwriter”). The

Underwriter has agreed to purchase the Bonds aggregate purchase price of $ (consistitiee
principal amount of the Bonds of $ , pliginal issue premium in the amount of $ and
less Underwriter’s discount in the amount of $ )

The Underwriter may offer and sell the Bonds taaiardealers and others at prices lower than the
public offering prices set forth on the inside copage hereof. The offering prices may be charfiged time
to time by the Underwriter.

While the Underwriter does not believe that théofeing represent potential or actual material cotsl
of interest, in May 2015, Stifel's Fabric of Sogigbrogram provided scholarships to a graduatingosen
attending Madera High School and a graduating setiending Madera South High School.

Audited Financial Statements

The District's audited financial statements focfisyear 2017-18, included in this Official Staterne
have been audited by Vavrinek, Trine, Day & CompablP, a professional accountancy corporation,
independent auditors, as stated in their repdtigOfficial Statement.

ADDITIONAL INFORMATION

The purpose of this Official Statement is to sugpfprmation to purchasers of the Bonds. Quotation
from and summaries and explanations of the Bondsohthe statutes and documents contained in tffisi&@
Statement do not purport to be complete, and neferés made to such documents and statutes foaifall
complete statements of their provisions.
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Any Bond owner may obtain copies of District auditsd budgets, as available, from the District at
1902 Howard Road, Madera, California 93637. Thstri2it may impose a charge for copying, mailing and
handling.

Any statements in this Official Statement involvingatters of opinion, whether or not expressly so
stated, are intended as such and not as reprasestat fact. This Official Statement is not todmstrued as a
contract or agreement between the District angbtinehasers or Owners of any of the Bonds.

The delivery of this Official Statement has beety @uthorized by the District.

MADERA UNIFIED SCHOO L DISTRICT

By:

Superintendent
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APPENDIX A
FORM OF OPINION OF BOND COUNSEL

[Closing Date]

Madera Unified School District
Board of Education

1902 Howard Road

Madera, California 93637

Re:  $35,000,000Madera Unified School District (Madera County, i@ahia)
General Obligation Bonds, Election of 2018, Se?2@%9

Ladies and Gentlemen:

We have examined a certified copy of the recorthefproceedings relative to the issuance and
sale of $35,000,000Madera Unified School District General ObligatiBonds, Election of 2018,
Series 2019 (the “Bonds”). As to questions of faetterial to our opinion, we have relied upon the
certified proceedings and other certifications oblgx officials furnished to us without undertakitm
verify the same by independent investigation.

Based on our examination, as bond counsel, ofiegidaw, certified copies of such legal
proceedings and such other proof as we deem negdesander this opinion, we are of the opinion,
as of the date hereof and under existing law, that:

1. Such proceedings and certifications demonstfatgful authority for the
issuance and sale of the Bonds pursuant to patagBypof subdivision (b) of Section 1 of
Article XIII A, subdivision (b) of Section 18 of Aicle XVI of the California Constitution, and
Section 15266 of the Education Code of the Stateadfornia, a fifty-five percent vote of the
qualified electors of the Madera Unified Schooltb (the “District”) voting at an election
held on November 6, 2018, Article 4.5 (commencinth\8ection 53506) of Chapter 3 of Part
1 of Division 2 of Title 5 of the Government Codktloe State of California, and a resolution of
the Board of Education of the District (the “Res@n”).

2. The Bonds constitute valid and binding generaligations of the District,
payable as to both principal and interest fromghmceeds of the levy of ad valorem taxes on
all property subject to such taxes in the Distudhjch taxes are unlimited as to rate or amount.

3. Under existing statutes, regulations, rulingd ardicial decisions, interest on
the Bonds is excluded from gross income for fedevebme tax purposes. Interest on the
Bonds is not an item of tax preference for purposkegalculating the federal alternative
minimum tax imposed on individuals and corporations

4. Interest on the Bonds is exempt from State dfd@@aia personal income tax.

" Preliminary, subject to change.



The opinions expressed herein may be affected hiprsctaken (or not taken) or events
occurring (or not occurring) after the date heredfe have not undertaken to determine, or to inform
any person, whether any such actions or eventsakesm or do occur. The Resolution permits certain
actions to be taken or to be omitted if a favoraipaion of Bond Counsel is provided with respect
thereto. No opinion is expressed herein as toetfext of such action on the exclusion from gross
income of interest for federal income tax purposil respect to any Bond if any such action is take
or omitted based upon the advice of counsel othen burselves. Other than as expressly stated
herein, we express no opinion regarding tax coresaops with respect to the Bonds.

The opinions expressed herein as to the exclus@m gross income of interest on the Bonds
are based upon certain representations of factamiications made by the District and others anel
subject to the condition that the District compheish all requirements of the Internal Revenue Code
of 1986, as amended (the “Code”), that must besfgadi subsequent to the issuance of the Bonds to
assure that such interest will not become incluglablgross income for federal income tax purposes.
Failure to comply with such requirements of the €adght cause interest on the Bonds to be included
in gross income for federal income tax purpose®agetive to the date of issuance of the Bonds. The
District has covenanted in the Resolution to compth all such requirements.

The rights of the owners of the Bonds and the eefability thereof may be subject to
bankruptcy, insolvency, reorganization, moratoriand other similar laws affecting creditors’ rights
heretofore or hereafter enacted, to the extenttitotisnally applicable, and their enforcement may
also be subject to the exercise of judicial disorein appropriate cases.

Respectfully submitted,
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Certified Public Accountants

VALUE THE

INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Madera Unified School District
Madera, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Madera Unified School District (the District) as of and for the year
ended June 30, 2018, and the related notes to the financial statements, which collectively comprise the District's
basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and the 2017-2018 Guide for Annual Audits of K-12 Local Education Agencies and State
Compliance Reporting, issued by the California Education Audit Appeals Panel as regulations. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Entity's internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

6051 N. Fresno St., Suite 101, Fresno, CA 93710 559.248.0871 559.248.0875 vtdcpa.com



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of the Madera Unified School District, as of June 30, 2018, and the respective changes in financial position for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter - Change in Accounting Principles

As discussed in Note 1 and Note 16 to the financial statements, in 2018, the District adopted new accounting
guidance, GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other
Than Pensions. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 5 through 15, budgetary comparison schedule on page 73, schedule of changes
in the District's total OPEB liability and related ratios on page 74, schedule of the District's proportionate share of
the net OPEB liability - MPP program on page 75, schedule of the District's proportionate share of the net pension
liability on page 76, and the schedule of District contributions on page 77, be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Madera Unified School District's basic financial statements. The accompanying supplementary
information such as the combining and individual non-major fund financial statements and Schedule of
Expenditures of Federal Awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance) as listed in the table of contents are presented for purposes of additional analysis and are not a required
part of the basic financial statements.

The accompanying supplementary information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the accompanying supplementary information is fairly stated, in
all material respects, in relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 10, 2018, on
our consideration of the Madera Unified School District's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of Madera
Unified School District's internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering Madera Unified School
District's internal control over financial reporting and compliance.

‘/M,%W,?//J (s LLP

Fresno, California
December 10, 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

This section of Madera Unified School District (MUSD) annual financial report presents the District's discussion
and analysis of the District's financial performance during the fiscal year that ended on June 30, 2018.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts; management's discussion and analysis (this section), the basic financial
statements and required supplementary information. The basic financial statements include two kinds of
statements that present different views of the District:

e The first two statements are district-wide financial statements that provide both short-term and long-term
information about the District's overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the District, reporting
the District's operations in more detail than the district-wide statements.

e The governmental funds statements tell how basic services like regular and special education were financed in
the short term as well as what remains for future spending.

o Fiduciary funds statements provide information about the financial relationships in which the District acts
solely as a trustee or agent for the benefit of others to whom the resources belong.

The financial statements also include notes that explain some of the information in the statements and provide more
detailed data. The statements are followed by a section of required supplementary information that further explains and
supports the financial statements with a comparison of the District's budget for the year. Figure A-1 shows how the
various parts of this annual report are arranged and related to one another.
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Figure A-1. Organization of Madera Unified's
. Annual Financial Report
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Figure A-2 summarizes the major features of the District's financial statements, including the portion of the

District's activities they cover and the types of information they contain. The remainder of this overview section

of management's discussion and analysis highlights the structure and contents of each of the statements.

Figure A-2. Major Features of the District-wide and Fund Financial Statements

| Entire District, except
+ fiduciary activities

Fund Statements

. The activities of the

i District that are not

: proprietary or fiduciary,
 such as special

i education and building

' maintenance

 Instances in which the

i District administers

: resources on behalf of

| someone else, such .
1 as student body activities;

—————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————

Required financial
| statements

| estatement of net
 position

estatement of activities

*balance sheet

sstatement of revenues,
i expenditures & changes
1 in fund balances

 ereconciliation to
i government-wide
 financial statements

estatement of fiduciary
 net position

| estatement of changes
+ in fiduciary net position !



MADERA UNIFIED SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2018

Fund Statements

_TypeofStatements ______ District-wide | Governmental Funds ____Fiduciary Funds _|
i Accounting basis and ! Accrual accounting and | Modified accrual + Accrual accounting and |
: measurement focus | 8CoNomic resources | accounting and current ; economic resources
| : focus + financial resources : focus

; + focus :

Type of asset/liability All assets and liabilities Only assets expected to All assets and liabilities,

 information  both financial and  be used up and  both short-term !
| i capital, short-termand ! liabilities that come due : and long-term; standard !
i long-term i during the year or soon : funds do not l
! ' thereafter; no capital : currently contain
| assets included : nonfinancial assets,
| i though they can
Type of inflow/outflow All revenues and Revenues for which All revenues and expensef
: information : expenses during year,  cash is received during : during year, i
:  regardless of when cash | or soon after the end of : regardless of when cash i:
1 is received or paid i the year; expenditures : received or paid

i when goods or services
. have been received and
payment is due during

: the year or soon

: thereafter

DISTRICT-WIDE STATEMENTS

The district-wide statements report information about the District as a whole using accounting methods similar to
those used by private-sector companies. The statement of net position includes all of the District's assets and
liabilities. All of the current year's revenues and expenses are accounted for in the statement of activities
regardless of when cash is received or paid.

These two district-wide statements report the District's net position and changes in them. Net position is the
difference between assets and deferred outflows of resources, and liabilities and deferred inflows of resources,
which is one way to measure the District's financial health, or financial position. Over time, increases or
decreases in the District's net position will serve as a useful indicator of whether the financial position of the
District is improving or deteriorating. Other factors to consider are changes in the District's property tax base and
the condition of the District's facilities.

e Over time, increases or decreases in the District's net position is an indicator of whether its financial position
is improving or deteriorating, respectively.

e To assess the overall health of the District, you need to consider additional nonfinancial factors such as
changes in the District's property tax base and the condition of school buildings and other facilities.
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In the district-wide financial statements the District's activities are combined into one category:

e Governmental activities - The District's basic services are included here, such as regular and special
education, transportation, food services, adult education and administration. Property taxes, state formula aid
and fees charged, finance most of these activities.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the District's most significant funds, not
the District as a whole. Funds are accounting devices the District uses to keep track of specific sources of funding
and spending on particular programs:

o Some funds are required by State law.

e The District establishes other funds to control and manage money for particular purposes (like food services
and adult education) or to show that it is properly using certain revenues.

The District has two kinds of fund types:

e Governmental funds - The District's basic services are included in governmental funds, which generally focus
on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2) the
balances left at year-end that are available for spending. Consequently, the governmental funds statements
provide a detailed short-term view that helps you determine whether there are more or fewer financial
resources that can be spent in the near future to finance the District's programs. Because this information
does not encompass the additional long-term focus of the district-wide statements, we provide additional
information at the bottom of the governmental funds statements that explains the relationship (or differences)
between them.

o Fiduciary funds - The District is the trustee, or fiduciary, for assets that belong to others, such as the
scholarship fund and the student activities funds. The District is responsible for ensuring that the assets
reported in these funds are used only for their intended purposes and by those to whom the assets belong. All
of the District's fiduciary activities are reported in a separate statement of fiduciary net position and a
statement of changes in fiduciary net position. We exclude these activities from the district-wide financial
statements because the District cannot use these assets to finance its operations.
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FINANCIAL ANALYSIS OF THE DISTRICT AS AWHOLE

Net position. The District's combined net position was $83.5 million on June 30, 2018, increasing by
$8.3 million (see Table A-1).

Table A-1
Net Position
(in millions of dollars)

Governmental Activities

2017,
2018 as restated Change
Assets
Current and Other Assets $ 1935 % 2006 % (7.2)
Capital Assets 252.7 237.4 15.3
Total Assets 446.2 438.0 8.2
Deferred Outflows of Resources 73.2 43.9 29.3
Liabilities
Current Liabilities 26.3 26.2 0.1
Long-Term Obligations Outstanding 192.8 200.7 (7.9
Net Pension Liability 209.3 175.3 34.0
Total Liabilities 428.4 402.2 26.2
Deferred Inflows of Resources 7.5 4.5 3.0
Net Position
Net Investment in Capital Assets 145.8 138.4 7.4
Restricted 26.3 28.3 (2.0)
Unrestricted (88.6) (91.5) 2.9
Total Net Position $ 835 % 752 3% 8.3

Changes in net position. The District's total governmental revenues were $276.6 million (see Table A-2).
Property taxes and state aid formula accounted for most of the District's revenue, with federal and state
unrestricted aid contributing about $184.0 million and property taxes contributing about $33.1 million. Another
$49.5 million came from categorical programs, $0.9 million came from fees charged for services, and $9.1 million
from miscellaneous sources including developer fees.

The total cost of all governmental programs and services was $268.3 million. The District's expenses are
primarily related to educating and caring for students (81 percent). The purely administrative activities of the
District accounted for just five percent of the total cost.

Total revenues surpassed expenses, increasing net position $8.3 million over last year. Governmental activities
contributed to the District's healthier fiscal status.
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JUNE 30, 2018

Table A-2
Changes in Net Position
(in millions of dollars)

Revenues
General Revenues:
Federal and State Aid Formula
Property Taxes
Other
Program Revenues:
Charges for Services
Categorical Programs
Total Revenues
Expenses
Instruction Related
Pupil Services
Administration
Plant Services
Other
Total Expenses
Increase in Net Position

GOVERNMENTAL ACTIVITIES

Governmental Activities

2018 2017 Change
$ 1840 % 180.0 4.0
33.1 331 -
9.1 6.0 31
0.9 0.6 0.3
49.5 45.3 4.2
276.6 265.0 11.6
181.1 167.3 13.8
35.4 325 2.9
14.0 14.6 (0.6)
24.9 22.6 2.3
12.9 11.4 15
268.3 248.4 19.9
$ 83 § 16.6 (8.3)

The District strives to uphold its fiduciary duties by protecting and preserving the fiscal prosperity of the District.
Adherence to the Madera Unified mission statement of establishing a financially sound and effective organization
plays a pivotal role in creating a safe and orderly learning environment, that will result in the greatest student

achievement. Our goal is long-term stability to ensure that our focus remain true to providing a quality education,

and safe and appropriate facilities for our students.

Table A-3 presents the cost of the District's major activities: instruction, student transportation services, food
services, pupil services, administration, plant services, and all other services. The table also shows each activity's
net cost (total cost less fees generated by the activities and intergovernmental aid provided for specific programs).
The net cost shows the financial burden that was placed on the District's taxpayers by each of these functions.
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Table A-3
Net Cost of Governmental Activities
(in millions of dollars)

Total Cost of Services Net Cost of Services
2018 2017 2018 2017

Instruction 3 181.1 $ 167.3 $ 150.6 $ 140.9
Student Transportation 7.7 7.1 7.6 7.0
Food Services 13.7 12.6 0.5 0.1
Pupil Services 14.0 12.8 11.7 11.1
Administration 14.0 14.6 12.3 13.1
Plant Services 24.9 22.6 24.1 21.8
All Other Services 12.9 11.4 11.1 8.5

Total 3 268.3 $ 248.4 $ 217.9 3 202.5

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

The strong financial performance of the District as a whole is reflected in its governmental funds. As the District
completed the year, its governmental funds reported a combined fund balance of $167.2 million which was a
decrease of $7.2 million over the prior year. The primary reasons for the decrease were:

e The decrease in the General Fund Balance of $6.1 million is due primarily to a transfer of $16.7 million to the
Special Reserve Capital Outlay Fund for school facilities costs.

e The capital project funds increased by $2.5 million as contributions from the General Fund exceeded capital
outlay costs during the year.

e The debt service funds decreased by $1.9 million as current required bond payments exceeded local tax
revenues.

e The special revenue funds decreased by $0.9 million. A decrease in the Cafeteria Fund of about $0.7 million
was the primary reason.

GENERAL FUND BUDGETARY HIGHLIGHTS

Four budget periods occur over the course of the year, as the District revises its budget and addresses unexpected
changes in revenues and expenditures. The Budget Advisory Committee members met three times during fiscal
year to review the budget and discuss the financial process. Federal and State revenue revisions were made
during the year, increasing estimates as it became apparent that actual increases would be

realized. Corresponding expenditure revisions were implemented to reflect increasing estimates. For 2018-2019,
the committee will contain three Governing Board members, three community members, and ten District
administrators. Our goal is transparency, timely information, and community and District input.

11
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The District budgeted a decrease in General Fund balance of approximately $24.9 million. Although revenues
and transfers in were approximately $4.5 million less than budgeted, expenditures and transfers out were
approximately $23.3 million less than budgeted, leaving the fund with a decrease of approximately $6.1 million.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

By the end of 2018, the District had invested $252.7 million in a broad range of capital assets, including land,
school buildings, computer and audio visual equipment, and administrative offices (see Table A-4). This amount
represents an increase of $15.3 million (net of accumulated depreciation) over last year.

Table A-4
Capital Assets
(net of depreciation, in millions of dollars)

Total
Governmental Activities Percentage
2018 2017 Change
Land $ 13.8 $ 13.8 0.0%
Construction in Progress 52.2 39.3 32.8%
Site Improvements 13.9 14.0 -0.7%
Buildings 162.3 159.4 1.8%
Furniture and Equipment 10.5 10.9 -3.7%
Total $ 252.7 $ 237.4 30.3%

12

We present more detailed information about our capital assets in the Notes to Financial Statements.
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LONG-TERM OBLIGATIONS

At year-end the District had $192.8 million long-term obligations outstanding — a decrease of 3.9 percent from
last year (see Table A-5).

Table A-5
Outstanding Long-Term Obligations
(in millions of dollars)

Governmental Activities Total
2017, Percentage
2018 as restated Change
General Obligation Bonds $ 1431  $ 148.0 -3.3%
Certificates of Participation 141 14.7 -4.1%
Compensated Absences 0.1 0.6 -83.3%
Early Retirement 15 1.9 -21.1%
Capital Leases Payable 2.9 3.2 -9.4%
Other Postemployment Benefits 31.1 32.3 -3.7%
Total $ 192.8 $ 200.7 -3.9%

The District's Fitch bond rating as of the most recent bond issuance was "AA-". In addition, the District's
certificates of participation S&P rating at the time of their last issuance was "AAA". We present more detailed
information about our long-term obligations in the Notes to Financial Statements.

NET PENSION LIABILITY (NPL)

As of June 30, 2015, the District implemented GASB Statement No. 68, Accounting and Financial Reporting for
Pensions—an amendment of GASB Statement No. 27, which required the District to recognize its proportionate
share of the unfunded pension obligation for CalSTRS and CalPERS. As of June 30, 2018, the District reported
Deferred Outflows from pension activities of $70.9 million, Deferred Inflows from pension activities of

$7.5 million, and a Net Pension Liability of $209.3 million. We present more detailed information regarding our
net pension liability in the Notes to Financial Statements.

13
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FACTORS BEARING ON THE DISTRICT'S FUTURE

The District closely monitors its budget on a monthly basis and has a multi-year projection for three years. The
LCFF calculator is updated four times per year and revenue projections are evaluated, until full implementation of
the LCFF in 2020-2021. The list below are factors that could impact financial stability in the future:

(1 The District had enrollment growth in 2017-2018 and our attendance rate was 96 percent. Madera
Unified encourages students to improve attendance and be present to learn.

{1 The District completed salary negotiations with our labor partners up through the 2017-2018 school year.
Certificated salaries were increased three percent, Classified salaries were increased four percent and the
Insurance Contribution was increased three percent. We are currently in negotiations for 2018-2019
Fiscal Year.

[1  We continue our 12 Year Facilities Master Plan that our Governing Board approved in September of
2016. This plan will continue to be our road map for building schools, modernization and purchasing
land for future growth. We have broken ground for the Matilda Torres High School which will open in
August of 2020.

[J Increases in CalSTRS and CalPERS costs continue to be monitored and are a major concern of the
District. Multiyear projections will continue to include these increases.

{1 Developer Fee revenue was higher in 2017-2018. The County of Madera has many projects on the
horizon, including California High Speed Rail and a Casino and we expect continued housing growth.
These revenues will be spent on facilities for students and other District needs.

14
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Developer Fee Revenue History

$2,000,000 $1.846 041
$1,800,000 A 51,853,610 s
41,600,000 s / \ < 536_07_3,_?&1_‘/_/
$1.400,000 /'\Tq}qcﬁ,'ifw / \/" $1537,374
$1,200,000 / ~._ 7~ $1,404,575 537,
$1,000,000 / 1,068,655

$800,000 L 5781,808

$600,000

$400,000

$200,000

S_
201011 2011-12 201213 201314 2014-15 2015-16 2016-17 201718

O Maintain Board Policy of ten percent reserves. The Governing Board has a Minimum Fund Balance
resolution as of March 14, 2017. Although our minimum balance policy has been lowered to ten percent,
the District history has a higher reserve percentage and fluctuations above ten percent are expected.

$51,000,000

$41,000,000

$31,000,000

$21,000,000 .

$11,000,000

31000000 2014-15 2015-16 2016-17 2017-18 2018-19
M Total Reserve $31,916,130 $40,874,553 $45,254,207 $40,160,417 $34,086,646
Assigned 58,085,558 $11,045,289 $8,596,914 47,858,971 57,518,941

H Yr End Reserve % 17.2% 19.2% 19.4% 16.0% 12.6%

[1 Continue to maintain facilities and fund Deferred Maintenance at a full three percent of the District's
budget. Madera Unified completed several facility projects as listed below. We will continue to
complete additional projects in the upcoming year.

COLLEGE AND CAREER READINESS

Madera Unified School District is working together with students, teachers, staff, parents, and community
partners to ensure every student is prepared for College, equipped for Career, and empowered with Character.
The College and Career Readiness guiding principal is to ensure all students are given an equal opportunity to
graduate, with the greatest number of postsecondary choices, from the widest array of options.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the District's finances and to demonstrate the District's accountability for the money it

receives. If you have questions about this report or need additional financial information, contact Madera Unified
School District, 1902 Howard Road, Madera, California 93637.
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ASSETS
Deposits and investments
Receivables
Prepaid expenses
Stores inventories
Nondepreciable capital assets
Capital assets being depreciated
Accumulated depreciation

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources related to other postemployment
benefits (OPEB) liability
Deferred outflows of resources related to pensions
Total Deferred Outflows of Resources

LIABILITIES
Accounts payable
Unearned revenue
Long-term obligations:
Current portion of long-term obligations
other than pensions
Noncurrent portion of long-term obligations
other than pensions
Total Long-Term Obligations
Aggregate net pension liability
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources related to pensions

NET POSITION
Net investment in capital assets
Restricted for:
Debt service
Capital projects
Educational programs
Other activities
Unrestricted
Total Net Position

The accompanying notes are an integral part of these financial statements.
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Governmental
Activities

$ 183,474,207
9,264,183
13,508
762,027
66,012,211
292,761,409
(106,102,022)

446,185,523

2,317,178
70,854,192

73,171,370

22,940,084
3,368,488

7,272,298

185,553,918

192,826,216

209,261,030

428,395,818

7,495,559

145,807,561

13,052,114
7,343,745
3,110,536
2,785,720

(88,634,160)

$ 83,465,516
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STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2018

Functions/Programs

Program Revenues

Governmental Activities:
Instruction
Instruction-related activities:
Supervision of instruction
Instructional library, media, and technology
School site administration
Pupil services:
Home-to-school transportation
Food services
All other pupil services
Administration:
Data processing
All other administration
Plant services
Ancillary services
Community services
Enterprise services
Interest on long-term obligations
Other outgo
Total Governmental Activities

Charges for Operating
Services and Grants and
Expenses Sales Contributions

$ 146,581,255 $ 24,693 $ 24,498,775
13,683,576 1,419 4,149,408
3,385,726 976 555,712
17,473,085 1,593 1,246,162
7,646,839 13,946 11,269
13,700,473 105,481 13,127,047
14,029,289 57 2,386,642
4,006,149 - 172
9,987,216 7,537 1,718,906
24,871,504 2,984 761,093
3,558,373 26 78,909
28,519 - 481
240,227 - -
5,642,476 - -
3,448,122 768,558 954,527
$ 268,282,829 $ 927,270 $ 49,489,103

General revenues and subventions:
Property taxes, levied for general purposes
Property taxes, levied for debt service
Taxes levied for other specific purposes

Federal and State aid not restricted to specific purposes

Interest and investment earnings
Interagency revenues
Miscellaneous
Subtotal, General Revenues
Change in Net Position
Net Position - Beginning as Restated
Net Position - Ending

The accompanying notes are an integral part of these financial statements.
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Net (Expenses)
Revenues and
Changes in
Net Position

Governmental
Activities

$ (122,057,787)

(9,532,749)
(2,829,038)
(16,225,330)

(7,621,624)
(467,945)
(11,642,590)

(4,005,977)
(8,260,773)
(24,107,427)
(3,479,438)
(28,038)
(240,227)
(5,642,476)
(1,725,037)

(217,866,456)

25,789,311
7,275,707
855,433
183,958,091
1,299,904
507,292
6,474,435

226,160,173

8,293,717
75,171,799

$ 83,465,516
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ASSETS

Deposits and investments

Receivables

Due from other funds
Prepaid expenditures
Stores inventories

LIABILITIES AND FUND BALANCES

Liabilities:

Total Assets

Accounts payable
Due to other funds
Unearned revenue

Fund Balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

The accompanying notes are an integral part of these financial statements.

Total Liabilities

Total Fund Balances
Total Liabilities and

Fund Balances

Special Reserve

General Building Capital Outlay
Fund Fund Fund
$ 63,959,758 59,484,880 $ 38,211,744
6,675,162 - -
501,389 - 1,128,365
13,508 - -
503,164 - -
$ 71,652,981 59,484,880 $ 39,340,109
$ 17,312,902 5197310 $ 153,019
275 1,128,365 -
3,144,812 - -
20,457,989 6,325,675 153,019
541,672 - -
2,633,932 53,159,205 -
7,858,971 - 39,187,090
40,160,417 - -
51,194,992 53,159,205 39,187,090
$ 71,652,981 59,484,880 $ 39,340,109
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Non-Major Total
Governmental Governmental
Funds Funds
$ 21,817,825 $ 183,474,207

2,589,021 9,264,183

275 1,630,029

- 13,508

258,863 762,027

$ 24,665,984 $ 195,143,954
$ 276,853 $ 22,940,084
501,389 1,630,029

223,676 3,368,488
1,001,918 27,938,601
264,003 805,675
23,396,180 79,189,317
3,883 3,883

- 47,046,061

- 40,160,417

23,664,066 167,205,353

$ 24,665,984

$ 195,143,954
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RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
JUNE 30, 2018

Total Fund Balance - Governmental Funds
Amounts Reported for Governmental Activities in the
Statement of Net Position are Different Because:

$ 167,205,353

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported as assets in governmental
funds.
The cost of capital assets is $ 358,773,620
Accumulated depreciation is (106,102,022)
Net Capital Assets
Deferred outflows of resources related to pensions represent a
consumption of net position in a future period and is not reported in the
District's funds. Deferred outflows of resources related to pensions at
year-end consist of:
Pension contributions subsequent to measurement date 18,769,036
Net change in proportionate share of net pension liability 11,071,154
Difference between projected and actual earnings on pension
plan investments
Differences between expected and actual experience in the
measurement of the total pension liability. 2,492,118
Changes of assumptions 36,671,782
Total Deferred Outflows of Resources Related
to Pensions
Deferred inflows of resources related to pensions represent an
acquisition of net position that applies to a future period and is not
reported in the District's funds. Deferred inflows of resources related
to pensions at year-end consist of:

Difference between projected and actual earnings on pension
plan investments
Differences between expected and actual experience in the
measurement of the total pension liability.
Changes of assumptions
Total Deferred Inflows of Resources Related
to Pensions
Deferred outflows of resources related to OPEB represent a
consumption of net position in a future period and is not reported in
the District's funds. Deferred outflows of resources related to OPEB
at year-end consist of amounts paid by the District for OPEB as the
benefits comes due subsequent to the measurement date.

252,671,598

1,850,102

70,854,192

(4,148,837)

(2,717,041)
(629,681)

(7,495,559)

2,317,178

The accompanying notes are an integral part of these financial statements.
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RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION, Continued
JUNE 30, 2018

Net pension liability is not due and payable in the current period,
and is not reported as a liability in the funds.
Long-term obligations, including bonds payable, are not due and payable
in the current period and, therefore, are not reported as liabilities in the
funds.
Bonds payable
Certificates of participation
Compensated absences (vacations)
District early retirement program
PARS early retirement program
Capital leases payable
Other postemployment benefits (OPEB) liability
Total Long-Term Obligations
Total Net Position - Governmental Activities

The accompanying notes are an integral part of these financial statements.
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$ 143,091,566
14,060,000
163,198
129,424
1,369,793
2,871,676
31,140,559

$ (209,261,030)

(192,826,216)

$

83,465,516




MADERA UNIFIED SCHOOL DISTRICT

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2018

REVENUES

Local Control Funding Formula

Federal

sources

Other State sources
Other local sources

Total Revenues

EXPENDITURES

Current

Instruction

Instruction-related activities:

Supervision of instruction

Instructional library, media and technology
School site administration

Pupil services:

Home-to-school transportation

Food services

All other pupil services

Administration:

Data processing
All other administration

Plant services

Ancillary services
Community services

Other outgo

Enterprise services
Facility acquisition and construction
Debt service

Principal

Interest and other

Total Expenditures
Excess (Deficiency) of Revenues Over Expenditures
Other Financing Sources (Uses)

Transfers in
Transfers out

Net Financing Sources (Uses)
NET CHANGE IN FUND BALANCES
Fund Balance - Beginning

Fund Balance - Ending

The accompanying notes are an integral part of these financial statements.
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General
Fund

Building
Fund

202,604,078
14,763,871
20,584,736

6,546,339

836,457

244,499,024

836,457

135,215,373

12,849,632
3,313,187
16,053,465

6,460,416
8,273
13,418,137

4,398,113
8,759,429
22,837,099
3,526,950
28,095
3,448,122
236,806
3,014,564

334,525
109,080

14,614,700

234,011,266

14,614,700

10,487,758

(13,778,243)

55,997
(16,649,761)

(16,593,764)

(6,106,006)
57,300,998

(13,778,243)
66,937,448

51,194,992

53,159,205




Special Reserve Non-Major Total

Capital Outlay Governmental Governmental
Fund Funds Funds

$ - $ - $ 202,604,078

- 13,489,811 28,253,682

- 4,433,448 25,018,184

378,482 10,550,039 18,311,317

378,482 28,473,298 274,187,261

- 2,579,749 137,795,122

- 315,345 13,164,977

- - 3,313,187

- 672,621 16,726,086

- - 6,460,416

- 13,927,593 13,935,866

- 52,110 13,470,247

- - 4,398,113

- 935,010 9,694,439

143,318 779,852 23,760,269

- - 3,526,950

- - 28,095

- - 3,448,122

- - 236,806

2,183,321 695,429 20,508,014

- 6,963,735 7,298,260

- 3,518,580 3,627,660

2,326,639 30,440,024 281,392,629
(1,948,157) (1,966,726) (7,205,368)

16,649,761 1,186,313 17,892,071
- (1,242,310) (17,892,071)

16,649,761 (55,997) -
14,701,604 (2,022,723) (7,205,368)

24,485,486 25,686,789 174,410,721

$ 39,187,090 $ 23,664,066 $ 167,205,353
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RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2018

Total Net Change in Fund Balances - Governmental Funds $ (7,205,368)
Amounts Reported for Governmental Activities in the Statement
of Activities are Different Because:

Capital outlays to purchase or build capital assets are reported in
governmental funds as expenditures; however, for governmental activities,
those costs are shown in the Statement of Net Position and allocated over
their estimated useful lives as annual depreciation expenses in the
Statement of Activities.

This is the amount by which capital outlays exceed depreciation in the period.

Capital outlays $23,142,859
Depreciation expense (7,831,487)
Net Expense Adjustment 15,311,372
Loss on disposal of capital assets is reported in the government-wide
Statement of Net Position, but is not recorded in the governmental funds. (1,835)

In the Statement of Activities, certain operating expenses - compensated

absences (vacations) and special termination benefits (early retirement)

are measured by the amounts earned during the year. In the governmental

funds, however, expenditures for these items are measured by the amount

of financial resources used (essentially, the amounts actually paid). This

year, special termination benefits paid were more than those awarded by

$431,459. Vacation earned was less than the amounts paid by $380,473. 811,932

In the governmental funds, pension costs are based on employer

contributions made to pension plans during the year. However, in the

Statement of Activities, pension expense is the net effect of all changes in

the deferred outflows, deferred inflows and net pension liability during the

year. (10,038,809)
In the governmental funds, OPEB costs are based on employer

contributions made to OPEB plans during the year. However, in the

Statement of Activities, OPEB expense is the net effect of all changes in

the deferred outflows, deferred inflows and net OPEB liability during the

year. 3,525,859
Payment of principal on long-term obligations is an expenditure in the

governmental funds, but it reduces long-term obligations in the Statement

of Net Position and does not affect the Statement of Activities:

General obligation bonds 6,315,000
Certificates of participation 630,000
State preschool revolving loan 18,735
Capital lease obligations 334,525

The accompanying notes are an integral part of these financial statements.
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RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

TO THE STATEMENT OF ACTIVITIES, Continued

FOR THE YEAR ENDED JUNE 30, 2018

Under the modified basis of accounting used in the governmental funds,
expenditures are not recognized for transactions that are not normally paid
with expendable available financial resources. In the Statement of
Activities, however, which is presented on the accrual basis, expenses and
liabilities are reported regardless of when financial resources are available.

Amortization of bond premiums $ 607,122

Interest on long-term obligations in the Statement of Activities differs from

the amount reported in the governmental funds because interest is

recorded as an expenditure in the funds when it is due, and thus requires

the use of current financial resources. In the Statement of Activities,

however, interest expense is recognized as the interest accrues, regardless

of when it is due. The additional interest reported in the Statement of

Activities includes additional accumulated interest that was accreted on

the District's capital appreciation general obligation bonds. (2,014,816)

Change in Net Position of Governmental Activities $ 8,293,717

The accompanying notes are an integral part of these financial statements.
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MADERA UNIFIED SCHOOL DISTRICT

FIDUCIARY FUNDS
STATEMENT OF NET POSITION
JUNE 30, 2018

Scholarship Agency
Trusts Funds
ASSETS
Deposits and investments $ 86,076  $ 457,814
Accounts receivable 1,013 -
Total Assets 87,089 % 457,814
LIABILITIES
Accounts payable $ 1,177 $ -
Due to student groups
Dixieland - 9,609
Jefferson - 22,709
King - 35,346
La Vina - 4,090
Washington - 4121
Madera High - 164,012
Mountain Vista High - 3,521
FCCLA - 2,696
Desmond Middle - 17,521
Madera South High - 194,189
Total Liabilities 1,177 $ 457,814
NET POSITION - RESERVED
Lorraine Thompson Scholarship 38,651
Student Government Scholarship 1,270
Albonico Scholarship 8,600
Ray Pool Scholarship 7,000
K. Roberts Memorial Scholarship -
R. Scott Memorial Scholarship -
Science & Health Scholarship 45
E. L. L. Scholarship -
Binger Scholarship 2,415
J. Desmond Scholarship -
J. Hinton Scholarship -
Cadenazzi Roberts Scholarship 627
School of Business Scholarship -
Michael A Wong Class 85' Scholarship 3,000
Joan Davis Scholarship 500
Dave Schoettler Memorial Scholarship 40
Madera Lions Club 193
Audrey Pool (MSHS) 7,571
F.F.A Memorial Fund (MSHS) 1,000
M Wong Class of 85' (MSHS) -
Juan Garcia Farmworker Scholarship 15,000
Total Net Position $ 85,912

The accompanying notes are an integral part of these financial statements.
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Scholarship
Trusts
ADDITIONS
Private donations and earnings
Lorraine Thompson Scholarship $ -

Student Government Scholarship -
Albonico Scholarship -
Ray Pool Scholarship 5,000
K. Roberts Memorial Scholarship -
R. Scott Memorial Scholarship -

Science & Health Scholarship 1
E. L. L. Scholarship -
Binger Scholarship 30
J. Desmond Scholarship -
J. Hinton Scholarship 500
Cardenazzi Roberts Scholarship 8
School of Business Scholarship -
Michael A Wong Class 85' Scholarship 2,000
Joan Davis Scholarship 575
Dave Schoettler Memorial Scholarship -
Madera Lions Club 18
Audrey Pool (MSHS) 5,000
F.F.A Memorial Fund (MSHS) 1,000
M Wong Class of 85' Scholarship (MSHS) -
Juan Garcia Farmworker Scholarship 16,500

Total Additions 30,632

The accompanying notes are an integral part of these financial statements.

25
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DEDUCTIONS

Scholarships awarded and other expenditures
Lorraine Thompson Scholarship
Student Government Scholarship
Albonico Scholarship
Ray Pool Scholarship
K. Roberts Memorial Scholarship
R. Scott Memorial Scholarship
Science & Health Scholarship
E.L.L. Scholarship
Binger Scholarship
J. Desmond Scholarship
J. Hinton Scholarship
Cardenazzi Roberts Scholarship
School of Business Scholarship
Michael A. Wong Class 85' Scholarship
Joan Davis Scholarship
Dave Schoettler Memorial Scholarship
Madera Lions Club
Audrey Pool Scholarship (MSHS)
F.F.A Memorial Fund Scholarship (MSHS)
M. Wong Class of 85" Scholarship (MSHS)
Juan Garcia Farmworker Scholarship

Total Deductions

Change in Net Position
Net Position - Beginning
Net Position - Ending

The accompanying notes are an integral part of these financial statements.
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MADERA UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Financial Reporting Entity

The Madera Unified School District (the District) was established in 1966, under the laws of the State of
California. The District operates under a locally-elected seven-member Board form of government and provides
educational services to grades K - 12 and adults, as mandated by the State and/or Federal agencies. The District
operates eighteen elementary schools, three middle schools, two comprehensive high schools, two alternative
education schools, one community day school, and one adult education school.

A reporting entity is comprised of the primary government and other organizations that are included to ensure the
financial statements are not misleading. The primary government of the District consists of all funds,
departments, boards, and agencies that are not legally separate from the District. For Madera Unified School
District, this includes general operations, food service, and student related activities of the District.

Component Units

Component units are legally separate organizations for which the District is financially accountable. Component
units may also include organizations that are fiscally dependent on the District in that the District approves their
budget, the issuance of their debt or the levying of their taxes. For financial reporting purposes, the component
unit discussed below has a financial and operational relationship which meets the reporting entity definition
criteria of the Governmental Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting
Entity, and thus is included in the financial statements of the District. The component unit, although a legally
separate entity, is reported in the financial statements as if it were part of the District's operations because the
governing board of the component unit is essentially the same as the governing board of the District and because
its purpose is to finance the construction of facilities to be used for the benefit of the District.

The Madera Unified School District Financing Corporation financial activity is presented in the financial
statements as the COP Debt Service Fund. Certificates of participation issued by the Corporation are included as
long-term liabilities in the government-wide financial statements.

Basis of Presentation - Fund Accounting

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and accounting
entity with a self-balancing set of accounts, which are segregated for the purpose of carrying on specific activities
or attaining certain objectives in accordance with special regulations, restrictions, or limitations. The District's
funds are grouped into two broad fund categories: governmental and fiduciary.

Governmental Funds Governmental funds are those through which most governmental functions typically are
financed. Governmental fund reporting focuses on the sources, uses, and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which they may
or must be used. Current liabilities are assigned to the fund from which they will be paid. The difference
between governmental fund assets and liabilities is reported as fund balance. The following are the District's
major and non-major governmental funds:
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Major Governmental Funds

General Fund The General Fund is the chief operating fund for all districts. It is used to account for the
ordinary operations of the District. All transactions except those accounted for in another fund are accounted for
in this fund.

Building Fund The Building Fund exists primarily to account separately for proceeds from the sale of bonds
(Education Code Section 15146) and may not be used for any purposes other than those for which the bonds were
issued.

Special Reserve Capital Outlay Fund The Special Reserve Capital Outlay Fund exists primarily to provide for
the accumulation of General Fund monies for capital outlay purposes (Education Code Section 42840).

Non-Major Governmental Funds

Special Revenue Funds The Special Revenue funds are used to account for the proceeds from specific revenue
sources (other than trusts, major capital projects, or debt service) that are restricted or committed to the financing
of particular activities, that compose a substantial portion of the inflows of the fund, and that are reasonably
expected to continue. Additional resources that are restricted, committed, or assigned to the purpose of the fund
may also be reported in the fund.

Adult Education Fund The Adult Education Fund is used to account separately for Federal, State, and local
revenues that are restricted or committed for adult education programs and is to be expended for adult
education purposes only.

Child Development Fund The Child Development Fund is used to account separately for Federal, State, and
local revenues to operate child development programs and is to be used only for expenditures for the
operation of child development programs.

Cafeteria Fund The Cafeteria Fund is used to account separately for Federal, State, and local resources to
operate the food service program (Education Code Sections 38090-38093) and is used only for those
expenditures authorized by the governing board as necessary for the operation of the District's food service
program (Education Code Sections 38091 and 38100).

Capital Project Funds The Capital Project funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities and other capital assets (other than those financed by
proprietary funds and trust funds).

Capital Facilities Fund The Capital Facilities Fund is used primarily to account separately for monies
received from fees levied on developers or other agencies as a condition of approval (Education Code
Sections 17620-17626 and Government Code Section 65995 et seq.). Expenditures are restricted to the
purposes specified in Government Code Sections 65970-65981 or to the items specified in agreements with
the developer (Government Code Section 66006).
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County School Facilities Fund The County School Facilities Fund is established pursuant to Education
Code Section 17070.43 to receive apportionments from the 1998 State School Facilities Fund

(Proposition 1A), the 2002 State School Facilities Fund (Proposition 47), the 2004 State School Facilities
Fund (Proposition 55), the 2006 State School Facilities Fund (Proposition 1D), or the 2016 State School
Facilities Fund (Proposition 51) authorized by the State Allocation Board for new school facility construction,
modernization projects, and facility hardship grants, as provided in the Leroy F. Greene School Facilities Act
of 1998 (Education Code Section 17070 et seq.).

Debt Service Funds The Debt Service funds are used to account for the accumulation of resources for, and the
payment of, principal and interest on general long-term obligations.

Bond Interest and Redemption Fund The Bond Interest and Redemption Fund is used for the repayment of
bonds issued for a district (Education Code Sections 15125-15262).

COP Debt Service Fund The COP Debt Service Fund is used to account for the interest and redemption of
principal of Certificates of Participation.

Fiduciary Funds Fiduciary funds are used to account for assets held in trustee or agent capacity for others that
cannot be used to support the District's own programs. The fiduciary fund category is split into two
classifications: scholarship trust funds and agency funds. The key distinction between trust and agency funds is
that trust funds are subject to a trust agreement that affects the degree of management involvement and the length
of time that the resources are held.

Trust funds are used to account for the assets held by the District under a trust agreement for individuals, private
organizations, or other governments and are therefore not available to support the District's own programs. The
District's trust fund is the Scholarship Trust Fund. Agency funds are custodial in nature (assets equal liabilities)
and do not involve measurement of results of operations. Such funds have no equity accounts since all assets are
due to individuals or entities at some future time. The District's agency fund accounts for student body activities
(ASB).

Basis of Accounting - Measurement Focus

Government-Wide Financial Statements The government-wide statements are prepared using the economic
resources measurement focus and the accrual basis of accounting, which differs from the manner in which
governmental fund financial statements are prepared.

The government-wide Statement of Activities presents a comparison between expenses, both direct and indirect,
and program revenues for each governmental function, and exclude fiduciary activity. Direct expenses are those
that are specifically associated with a service, program, or department and are therefore, clearly identifiable to a
particular function. The District does not allocate indirect expenses to functions in the Statement of Activities,
except for depreciation. Program revenues include charges paid by the recipients of the goods or services offered
by the programs and grants and contributions that are restricted to meeting the operational or capital requirements
of a particular program. Revenues that are not classified as program revenues are presented as general revenues.
The comparison of program revenues and expenses identifies the extent to which each program or business
segment is self-financing or draws from the general revenues of the District. Eliminations have been made to
minimize the double counting of internal activities.
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Net position should be reported as restricted when constraints placed on net position are either externally imposed
by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other governments
or imposed by law through constitutional provisions or enabling legislation. The net position restricted for other
activities result from special revenue funds and the restrictions on their use.

Fund Financial Statements Fund financial statements report detailed information about the District. The focus
of governmental fund financial statements is on major funds rather than reporting funds by type. Each major fund
is presented in a separate column. Non-major funds are aggregated and presented in a single column.

Governmental Funds All governmental funds are accounted for using the flow of current financial
resources measurement focus and the modified accrual basis of accounting. With this measurement focus,
only current assets and current liabilities generally are included on the balance sheet. The statement of
revenues, expenditures, and changes in fund balances reports on the sources (revenues and other financing
sources) and uses (expenditures and other financing uses) of current financial resources. This approach
differs from the manner in which the governmental activities of the government-wide financial statements are
prepared. Governmental fund financial statements, therefore, include reconciliations with brief explanations
to better identify the relationship between the government-wide financial statements, prepared using the
economic resources measurement focus and the accrual basis of accounting, and the governmental fund
financial statements, prepared using the flow of current financial resources measurement focus and the
modified accrual basis of accounting.

Fiduciary Funds Fiduciary funds are accounted for using the flow of economic resources measurement
focus and the accrual basis of accounting.

Revenues — Exchange and Non-Exchange Transactions Revenue resulting from exchange transactions, in
which each party gives and receives essentially equal value, is recorded on the accrual basis when the exchange
takes place. On a modified accrual basis, revenue is recorded in the fiscal year in which the resources are
measurable and become available. Available means that the resources will be collected within the current fiscal
year or are expected to be collected soon enough thereafter, to be used to pay liabilities of the current fiscal year.
Generally, available is defined as collectible within 60 days. However, to achieve comparability of reporting
among California districts and so as not to distort normal revenue patterns, with specific respect to reimbursement
grants and corrections to State-aid apportionments, the California Department of Education has defined available
for districts as collectible within one year. The following revenue sources are considered to be both measurable
and available at fiscal year-end: State apportionments, interest, certain grants, and other local sources.

Non-exchange transactions, in which the District receives value without directly giving equal value in return,
include property taxes, certain grants, entitlements, and donations. Revenue from property taxes is recognized in
the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and donations is
recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements
include time and purpose requirements. On a modified accrual basis, revenue from non-exchange transactions
must also be available before it can be recognized.
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Unearned Revenue Unearned revenue arises when potential revenue does not meet both the "measurable™ and
"available™ criteria for recognition in the current period or when resources are received by the District prior to the
incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or
when the District has a legal claim to the resources, the liability for unearned revenue is removed from the balance
sheet and revenue is recognized.

Certain grants received before the eligibility requirements are met are recorded as unearned revenue. On the
governmental fund financial statements, receivables that will not be collected within the available period are also
recorded as unearned revenue.

Expenses/Expenditures On the accrual basis of accounting, expenses are recognized at the time they are
incurred. The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which the
related fund liability is incurred, if measurable, and typically paid within 60 days. Principal and interest on long-
term obligations, which has not matured, are recognized when paid in the governmental funds as expenditures.
Allocations of costs, such as depreciation and amortization, are not recognized in the governmental funds but are
recognized in the entity-wide statements.

Investments

Investments held at June 30, 2018, with original maturities greater than one year are stated at fair value. Fair
value is estimated based on quoted market prices at year-end. All investments not required to be reported at fair
value are stated at cost or amortized cost. Fair values of investments in county pools are determined by the
program sponsor.

Prepaid Expenditures (Expenses)

Prepaid expenditures (expenses) represent amounts paid in advance of receiving goods or services. The District
has the option of reporting an expenditure in governmental funds for prepaid items either when purchased or
during the benefiting period. The District has chosen to report the expenditures when incurred. As of

June 30, 2018, the District had $13,508 of prepaid expenditures recorded in the General Fund for travel and
conferences.

Stores Inventories

Inventories consist of expendable food and supplies held for consumption. Inventories are stated at cost, on the
first-in, first-out basis. The costs of inventory items are recorded as expenditures in the governmental type funds
when used.

Capital Assets and Depreciation

The accounting and reporting treatment applied to the capital assets associated with a fund are determined by its
measurement focus. General capital assets are long-lived assets of the District. The District maintains a
capitalization threshold of $5,000. The District does not possess any infrastructure. Improvements are
capitalized; the costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend an asset's life are not capitalized, but are expensed as incurred.
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When purchased, such assets are recorded as expenditures in the governmental funds and capitalized. The
valuation basis for general capital assets are historical cost, or where historical cost is not available, estimated
historical cost based on replacement cost. Donated capital assets are capitalized at estimated fair market value on
the date donated.

Depreciation of capital assets is computed and recorded by the straight-line method. Estimated useful lives of the
various classes of depreciable capital assets are as follows: buildings, 20 to 50 years; improvements/infrastructure,
5 to 50 years; equipment, 2 to 15 years.

Interfund Balances

On fund financial statements, receivables and payables resulting from short-term interfund loans are classified as
"interfund receivables/payables.” These amounts are eliminated in the governmental activities column of the
Statement of Net Position.

Compensated Absences

Compensated absences are accrued as a liability as the benefits are earned. The entire compensated absence
liability is reported on the government-wide statement of net position.

Sick leave is accumulated without limit for each employee at the rate of one day for each month worked. Leave
with pay is provided when employees are absent for health reasons; however, the employees do not gain a vested
right to accumulated sick leave. Employees are never paid for any sick leave balance at termination of
employment or any other time. Therefore, the value of accumulated sick leave is not recognized as a liability in
the District's financial statements. However, credit for unused sick leave is applicable to all classified school
members who retire after January 1, 1999. At retirement, each member will receive .004 year of service credit for
each day of unused sick leave. Credit for unused sick leave is applicable to all certificated employees and is
determined by dividing the number of unused sick days by the number of base service days required to complete
the last school year, if employed full-time.

Accounts Payable and Long-Term Obligations

Accounts payable and long-term obligations are reported in the government-wide financial statements. In general,
governmental fund accounts payable that are paid in a timely manner and in full from current financial resources
are reported as obligations of the funds.

Premiums

In the government-wide financial statements, long-term obligations are reported as liabilities in the governmental

activities statement of net position. Debt premiums related to those obligations are deferred and amortized over
the life of the bonds using the straight-line method.
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Deferred Outflows/Inflows of Resources

In addition to assets, the Statement of Net Position also reports deferred outflows of resources. This separate
financial statement element represents a consumption of net position that applies to a future period and so will not
be recognized as an expense or expenditure until then. The District reports deferred outflows of resources for
pension related items and for OPEB related items.

In addition to liabilities, the Statement of Net Position reports a separate section for deferred inflows of resources.
This separate financial statement element represents an acquisition of net position that applies to a future period
and so will not be recognized as revenue until then. The District reports deferred inflows of resources for pension
related items.

Pensions

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related to pensions,
and pension expense, information about the fiduciary net position of the California State Teachers' Retirement
System (CalSTRS) and the California Public Employees' Retirement System (CalPERS) plan for schools (Plans)
and additions to/deductions from the Plans' fiduciary net position have been determined on the same basis as they
are reported by CalSTRS and CalPERS. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms. Member contributions
are recognized in the period in which they are earned. Investments are reported at fair value.

Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of resources
related to OPEB, and OPEB expense, information about the fiduciary net position of the CalSTRS Medicare Premium
Payment (MPP) Program and additions to/deductions from the MPP's fiduciary net position have been determined on
the same basis as they are reported by the MPP. For this purpose, the MPP recognizes benefit payments when due and
payable in accordance with the benefit terms. Investments are reported at fair value, except for money market
investments and participating interest-earning investment contracts that have a maturity at the time of purchase of one
year or less, which are reported at cost.

Fund Balances - Governmental Funds
As of June 30, 2018, fund balances of the governmental funds are classified as follows:

Nonspendable - amounts that cannot be spent either because they are in nonspendable form or because they are
legally or contractually required to be maintained intact.

Restricted - amounts that can be spent only for specific purposes because of constitutional provisions or enabling

legislation or because of constraints that are externally imposed by creditors, grantors, contributors, or the laws or
regulations of other governments.
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Committed - amounts that can be used only for specific purposes determined by a formal action of the governing
board. The governing board is the highest level of decision-making authority for the District. Commitments may
be established, modified, or rescinded only through resolutions or other action as approved by the governing
board.

Assigned - amounts that do not meet the criteria to be classified as restricted or committed but that are intended to
be used for specific purposes. Under the District's adopted policy, only the governing board or chief business
official may assignh amounts for specific purposes.

Unassigned - all other spendable amounts.
Spending Order Policy

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available,
the District considers restricted funds to have been spent first. When an expenditure is incurred for which
committed, assigned, or unassigned fund balances are available, the District considers amounts to have been spent
first out of committed funds, then assigned funds, and finally unassigned funds, as needed, unless the governing
board has provided otherwise in its commitment or assignment actions.

Minimum Fund Balance Policy

The governing board adopted a minimum fund balance policy for the General Fund in order to protect the district
against revenue shortfalls or unpredicted one-time expenditures. The policy states that the District intends to
maintain a minimum unassigned fund balance, which includes a reserve for economic uncertainties, of ten percent
of the District's General Fund expenditures and other financing uses.

Net Position

Net position represents the difference between assets and liabilities. Net position net of investment in capital
assets consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowings used for the acquisition, construction, or improvement of those assets. Net position is reported as
restricted when there are limitations imposed on their use either through the enabling legislation adopted by the
District or through external restrictions imposed by creditors, grantors, or laws or regulations of other
governments. The District first applies restricted resources when an expense is incurred for purposes for which
both restricted and unrestricted net position is available. The government-wide financial statements report
$26,292,115 of restricted net position.

Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures/expenses in
the purchaser funds. Flows of cash or goods from one fund to another without a requirement for repayment are
reported as interfund transfers. Interfund transfers are reported as other financing sources/uses in governmental
funds and after non-operating revenues/expenses in proprietary funds. Repayments from funds responsible for
particular expenditures/expenses to the funds that initially paid for them are not presented on the financial
statements. Interfund transfers are eliminated in the governmental activities column of the Statement of
Activities.
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Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from those estimates.

Property Tax

Secured property taxes attach as an enforceable lien on property as of January 1. Taxes are payable in two
installments on November 1 and February 1 and become delinquent on December 10 and April 10, respectively.
Unsecured property taxes are payable in one installment on or before August 31. The County of Madera bills and
collects the taxes on behalf of the District. Local property tax revenues are recorded when received.

Change in Accounting Principles

In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions. The primary objective of this Statement is to improve accounting and financial
reporting by State and local governments for postemployment benefits other than pensions (other postemployment
benefits or OPEB). It also improves information provided by State and local governmental employers about
financial support for OPEB that is provided by other entities. This Statement results from a comprehensive
review of the effectiveness of existing standards of accounting and financial reporting for all postemployment
benefits (pensions and OPEB) with regard to providing decision-useful information, supporting assessments of
accountability and inter-period equity, and creating additional transparency.

This Statement replaces the requirements of Statements No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions, as amended, and No. 57, OPEB Measurements by
Agent Employers and Agent Multiple-Employer Plans, for OPEB Statement No. 74, Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plans, establishes new accounting and financial reporting
requirements for OPEB plans.

The District has implemented the provisions of this Statement as of June 30, 2018.

In March 2017, the GASB issued Statement No. 85, Omnibus 2017. The objective of this Statement is to address
practice issues that have been identified during implementation and application of certain GASB statements. This
Statement addresses a variety of topics including issues related to blending component units, goodwill, fair value
measurement and application, and postemployment benefits (pensions and other postemployment benefits
[OPEB]). Specifically, this Statement addresses the following topics:

e Blending a component unit in circumstances in which the primary government is a business-type activity
that reports in a single column for financial statement presentation;

¢ Reporting amounts previously reported as goodwill and "negative" goodwill;
o Classifying real estate held by insurance entities;

e Measuring certain money market investments and participating interest-earning investment contracts at
amortized cost;
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e Timing of the measurement of pension or OPEB liabilities and expenditures recognized in financial
statements prepared using the current financial resources measurement focus;

e Recognizing on behalf payments for pensions or OPEB in employer financial statements;

e Presenting payroll-related measures in required supplementary information for purposes of reporting by
OPEB plans and employers that provide OPEB,;

e Classifying employer-paid member contributions for OPEB;
o Simplifying certain aspects of the alternative measurement method for OPEB; and

e Accounting and financial reporting for OPEB provided through certain multiple-employer defined benefit
OPEB plans.

The District has implemented the provisions of this Statement as of June 30, 2018.

In May 2017, the GASB issued Statement No. 86, Certain Debt Extinguishment Issues. The primary objective of
this Statement is to improve consistency in accounting and financial reporting for in-substance defeasance of debt
by providing guidance for transactions in which cash and other monetary assets acquired with only existing
resources—resources other than the proceeds of refunding debt—are placed in an irrevocable trust for the sole
purpose of extinguishing debt. This Statement also improves accounting and financial reporting for prepaid
insurance on debt that is extinguished and notes to financial statements for debt that is defeased in substance.

The District has implemented the provisions of this Statement as of June 30, 2018.
New Accounting Pronouncements

In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations. This Statement
addresses accounting and financial reporting for certain asset retirement obligations (AROs). An ARO is a legally
enforceable liability associated with the retirement of a tangible capital asset. A government that has legal
obligations to perform future asset retirement activities related to its tangible capital assets should recognize a
liability based on the guidance in this Statement.

This Statement establishes criteria for determining the timing and pattern of recognition of a liability and a
corresponding deferred outflow of resources for AROs. This Statement requires that recognition occur when the
liability is both incurred and reasonably estimable. The determination of when the liability is incurred should be
based on the occurrence of external laws, regulations, contracts, or court judgments, together with the occurrence
of an internal event that obligates a government to perform asset retirement activities. Laws and regulations may
require governments to take specific actions to retire certain tangible capital assets at the end of the useful lives of
those capital assets, such as decommissioning nuclear reactors and dismantling and removing sewage treatment
plants. Other obligations to retire tangible capital assets may arise from contracts or court judgments. Internal
obligating events include the occurrence of contamination, placing into operation a tangible capital asset that is
required to be retired, abandoning a tangible capital asset before it is placed into operation, or acquiring a tangible
capital asset that has an existing ARO.

The requirements of this Statement are effective for reporting periods beginning after June 15, 2018. Early
implementation is encouraged.
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In January 2017, the GASB issued Statement No. 84, Fiduciary Activities. The objective of this Statement is to
improve guidance regarding the identification of fiduciary activities for accounting and financial reporting
purposes and how those activities should be reported.

This Statement establishes criteria for identifying fiduciary activities of all State and local governments. The
focus of the criteria generally is on (1) whether a government is controlling the assets of the fiduciary activity and
(2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria are included to identify fiduciary
component units and postemployment benefit arrangements that are fiduciary activities.

The requirements of this Statement are effective for reporting periods beginning after December 15, 2018. Early
implementation is encouraged.

In June 2017, the GASB issued Statement No. 87, Leases. The objective of this Statement is to better meet the
information needs of financial statement users by improving accounting and financial reporting for leases by
governments. This Statement increases the usefulness of governments' financial statements by requiring
recognition of certain lease assets and liabilities for leases that previously were classified as operating leases and
recognized as inflows of resources or outflows of resources based on the payment provisions of the contract. It
establishes a single model for lease accounting based on the foundational principle that leases are financings of
the right to use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of
resources, thereby enhancing the relevance and consistency of information about governments' leasing activities.

The requirements of this Statement are effective for the reporting periods beginning after December 15, 2019.
Early implementation is encouraged.

In April 2018, the GASB issued Statement No. 88, Certain Disclosures Related to Debt, including Direct
Borrowings and Direct Placements. The primary objective of this Statement is to improve the information that is
disclosed in notes to government financial statements related to debt, including direct borrowings and direct
placements. It also clarifies which liabilities governments should include when disclosing information related to
debt.

This Statement defines debt for purposes of disclosure in notes to financial statements as a liability that arises
from a contractual obligation to pay cash (or other assets that may be used in lieu of cash) in one or more
payments to settle an amount that is fixed at the date the contractual obligation is established.

This Statement requires that additional essential information related to debt be disclosed in notes to financial
statements, including unused lines of credit; assets pledged as collateral for the debt; and terms specified in debt
agreements related to significant events of default with finance-related consequences, significant termination
events with finance-related consequences, and significant subjective acceleration clauses.

For notes to financial statements related to debt, this Statement also requires that existing and additional
information be provided for direct borrowings and direct placements of debt separately from other debt.

The requirements of this Statement are effective for reporting periods beginning after June 15, 2018. Early
implementation is encouraged.
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In June 2018, the GASB issued Statement No. 89, Accounting for Interest Cost Incurred Before the End of a
Construction Period. The objectives of this Statement are (1) to enhance the relevance and comparability of
information about capital assets and the cost of borrowing for a reporting period and (2) to simplify accounting
for interest cost incurred before the end of a construction period.

This Statement establishes accounting requirements for interest cost incurred before the end of a construction
period. Such interest cost includes all interest that previously was accounted for in accordance with the
requirements of paragraphs 5-22 of Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which are superseded by this
Statement. This Statement requires that interest cost incurred before the end of a construction period be
recognized as an expense in the period in which the cost is incurred for financial statements prepared using the
economic resources measurement focus. As a result, interest cost incurred before the end of a construction period
will not be included in the historical cost of a capital asset reported in a business-type activity or enterprise fund.

This Statement also reiterates that in financial statements prepared using the current financial resources
measurement focus, interest cost incurred before the end of a construction period should be recognized as an
expenditure on a basis consistent with governmental fund accounting principles.

The requirements of this Statement are effective for reporting periods beginning after December 15, 2019. Earlier
application is encouraged. The requirements of this Statement should be applied prospectively.

NOTE 2 - DEPOSITS AND INVESTMENTS
Summary of Deposits and Investments

Deposits and investments as of June 30, 2018, are classified in the accompanying financial statements as follows:

Governmental activities $ 183,474,207
Fiduciary funds 543,890
Total Deposits and Investments $ 184,018,097

Deposits and investments as of June 30, 2018, consist of the following:

Cash on hand and in banks $ 501,795
Cash in revolving 30,140
Investments 183,486,162

Total Deposits and Investments $ 184,018,097
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Policies and Practices

The District is authorized under California Government Code to make direct investments in local agency bonds,
notes, or warrants within the State; U.S. Treasury instruments; registered State warrants or treasury notes;
securities of the U.S. Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit
placed with commercial banks and/or savings and loan companies; repurchase or reverse repurchase agreements;
medium term corporate notes; shares of beneficial interest issued by diversified management companies,
certificates of participation, obligations with first priority security; and collateralized mortgage obligations.

Investment in County Treasury - The District is considered to be an involuntary participant in an external
investment pool as the District is required to deposit all receipts and collections of monies with their County
Treasurer (Education Code Section 41001). The fair value of the District's investment in the pool is reported in
the accounting financial statements at amounts based upon the District's pro-rata share of the fair value provided
by the County Treasurer for the entire portfolio (in relation to the amortized cost of that portfolio). The balance
available for withdrawal is based on the accounting records maintained by the County Treasurer, which is
recorded on the amortized cost basis.

General Authorizations

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are indicated in the
schedules below:

Maximum Maximum Maximum
Authorized Remaining Percentage Investment
Investment Type Maturity of Portfolio in One Issuer

Local Agency Bonds, Notes, Warrants 5 years None None
Registered State Bonds, Notes, Warrants 5 years None None
U.S. Treasury Obligations 5 years None None
U.S. Agency Securities 5 years None None
Banker's Acceptance 180 days 40% 30%
Commercial Paper 270 days 25% 10%
Negotiable Certificates of Deposit 5 years 30% None
Repurchase Agreements 1 year None None
Reverse Repurchase Agreements 92 days 20% of base None
Medium-Term Corporate Notes 5 years 30% None
Mutual Funds N/A 20% 10%
Money Market Mutual Funds N/A 20% 10%
Mortgage Pass-Through Securities 5 years 20% None
County Pooled Investment Funds N/A None None
Local Agency Investment Fund (LAIF) N/A None None
Joint Powers Authority Pools N/A None None
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Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates. The District does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing interest rates. The
District manages its exposure to interest rate risk by investing in the County Pool which purchases a combination
of shorter term and longer term investments and which also times cash flows from maturities so that a portion of
the portfolio is maturing or coming close to maturity evenly over time as necessary to provide the cash flow and
liquidity needed for operations.

Segmented Time Distribution

Information about the sensitivity of the fair values of the District's investments to market interest rate fluctuations
is provided by the following schedule that shows the distribution of the District's investments by maturity:

Fair 12 Months 13-24 25-60 More Than
Investment Type Value or Less Months Months 60 Months
County Pool $ 181,057,372  $ - $ - $181,057,372  $ -

Custodial Credit Risk - Deposits

This is the risk that in the event of a bank failure, the District's deposits may not be returned to it. The District
does not have a policy for custodial credit risk for deposits. However, the California Government Code requires
that a financial institution secure deposits made by state or local governmental units by pledging securities in an
undivided collateral pool held by a depository regulated under state law (unless so waived by the governmental
unit). The market value of the pledged securities in the collateral pool must equal at least 110 percent of the total
amount deposited by the public agency. California law also allows financial institutions to secure public deposits
by pledging first trust deed mortgage notes having a value of 150 percent of the secured public deposits and letters
of credit issued by the Federal Home Loan Bank of San Francisco having a value of 105 percent of the secured
deposits. As of June 30, 2018, $310,178 of the District's bank balance was exposed to custodial credit risk
because it was uninsured and collateralized with securities held by the pledging financial institution's trust
department or agent, but not in the name of the District.
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NOTE 3 - FAIR VALUE MEASUREMENTS

The District categorizes the fair value measurements of its investments based on the hierarchy established by
generally accepted accounting principles. The fair value hierarchy, which has three levels, is based on the
valuation inputs used to measure an asset's fair value. The following provides a summary of the hierarchy used to
measure fair value:

Level 1 - Quoted prices in active markets for identical assets that the District has the ability to access at the
measurement date. Level 1 assets may include debt and equity securities that are traded in an active exchange
market and that are highly liquid and are actively traded in over-the-counter markets.

Level 2 - Observable inputs other than Level 1 prices such as quoted prices for similar assets in active
markets, quoted prices for identical or similar assets in markets that are not active, or other inputs that are
observable, such as interest rates and curves observable at commonly quoted intervals, implied volatilities,
and credit spreads. For financial reporting purposes, if an asset has a specified term, a Level 2 input is
required to be observable for substantially the full term of the asset.

Level 3 - Unobservable inputs should be developed using the best information available under the
circumstances, which might include the District's own data. The District should adjust that data if reasonably
available information indicates that other market participants would use different data or certain
circumstances specific to the District are not available to other market participants.

Uncategorized - Investments in the Madera County Treasury Investment Pool are not measured using the input

levels above because the District's transactions are based on a stable net asset value per share. All contributions
and redemptions are transacted at $1.00 net asset value per share.

NOTE 4 - RECEIVABLES

Receivables at June 30, 2018, consisted of intergovernmental grants, entitlements, and local sources. All
receivables are considered collectible in full.

Non-Major
General Governmental Scholarship
Fund Funds Total Trusts

Federal Government

Categorical aid $ 2,715582 $ 2,052,704 $ 4,768,286 $ -
State Government

State grants and entitlements 3,466,069 374,522 3,840,591 -
Local Sources 493,511 161,795 655,306 1,013
Total Fund Statements $ 6,675,162 $ 2,589,021 $ 9,264,183 $ 1,013
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NOTE 5 - CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2018, are as follows:

Balance Balance
July 1, 2017 Additions Deductions  June 30, 2018
Governmental Activities
Capital Assets not being depreciated
Land $ 13,763,332 $ - $ - $ 13,763,332
Construction in progress 39,356,708 18,175,581 5,283,410 52,248,879
Total Capital Assets Not
Being Depreciated 53,120,040 18,175,581 5,283,410 66,012,211
Capital Assets being depreciated
Land improvements 20,067,380 871,031 - 20,938,411
Buildings and improvements 232,796,236 7,716,263 - 240,512,499
Furniture and equipment 30,011,660 1,663,394 364,555 31,310,499
Total Capital Assets
Being Depreciated 282,875,276 10,250,688 364,555 292,761,409
Less Accumulated Depreciation
Land improvements 6,076,659 955,074 - 7,031,733
Buildings and improvements 73,426,807 4,782,049 - 78,208,856
Furniture and equipment 19,129,789 2,094,364 362,720 20,861,433
Total Accumulated Depreciation 98,633,255 7,831,487 362,720 106,102,022
Governmental Activities Capital Assets, Net  $237,362,061 $20,594,782 $5,285,245 $252,671,598
Depreciation expense was charged to governmental functions as follows:
Governmental Activities
Instruction $ 4,229,003
School Administration 156,630
Pupil Transportation 1,566,297
Food Services 78,315
General Administration 469,889
Data Processing Services 391,574
Plant Maintenance and Operations 939,779
Total Depreciation Expenses, Governmental Activities $ 7,831,487
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NOTE 6 - INTERFUND TRANSACTIONS

Interfund Receivables/Payables (Due To/Due From)

Interfund receivable and payable balances arise from interfund transactions and are recorded by all funds affected
in the period in which transactions are executed. Interfund receivable and payable balances at June 30, 2018,

between major and non-major governmental funds are as follows:

Interfund Interfund
Receivables Payables
Major Governmental Funds
General $ 501,389 $ 275
Building - 1,128,365
Special Reserve Capital Outlay 1,128,365 -
Total Major Governmental Funds 1,629,754 1,128,640
Non-Major Governmental Funds
Adult Education - 341,277
Child Development 275 29,140
Cafeteria - 130,972
Total Non-Major Governmental Funds 275 501,389
Total All Governmental Funds $ 1,630,029 $ 1,630,029
The General Fund owes the Child Development Non-Major Governmental Fund for
adjustments to payroll expense. $ 94
The General Fund owes the Child Development Non-Major Governmental Fund for
adjustments to indirect costs. 181
The Adult Education Non-Major Governmental Fund owes the General Fund for
adjustments to indirect costs. 1,311
The Adult Education Non-Major Governmental Fund owes the General Fund for
adjustments to workers' compensation. 13,966
The Adult Education Non-Major Governmental Fund owes the General Fund for
a temporary loan. 326,000
The Child Development Non-Major Governmental Fund owes the General Fund for
adjustments to indirect costs. 5,600
The Child Development Non-Major Governmental Fund owes the General Fund for
adjustments to workers' compensation. 23,540
The Cafeteria Non-Major Governmental Fund owes the General Fund for indirect costs. 71,899
The Cafeteria Non-Major Governmental Fund owes the General Fund for adjustments to
workers' compensation. 59,073
The Building Fund owes the Special Reserve Capital Outlay Fund for construction project
costs. 1,128,365
Total $ 1,630,029
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Operating Transfers

Interfund transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to
the fund that statute or budget requires to expend them, (2) move receipts restricted to debt service from the funds
collecting the receipts to the debt service fund as debt service payments become due, and (3) use unrestricted
revenues collected in the general fund to finance various programs accounted for in other funds in accordance
with budgetary authorizations. Interfund transfers for the year ended June 30, 2018, consist of the following:

The General Fund transferred to the Special Reserve Capital Outlay Fund for future new

school construction needs. $ 16,649,761
The Cafeteria Non-Major Governmental Fund transferred to the General Fund for salary
expense corrections. 5,664
The Capital Facilities Non-Major Governmental Fund transferred to the General Fund for
the allowable three percent developer adminstration fee. 50,333
The Capital Facilities Non-Major Governmental Fund transferred to the COP Debt Service
Non-Major Governmental Fund for current debt service payments. 1,186,313
Total $ 17,892,071
NOTE 7 - ACCOUNTS PAYABLE
Accounts payable at June 30, 2018, consist of the following:
Special Reserve  Non-Major
General Building  Capital Outlay Governmental Scholarship
Fund Fund Fund Funds Total Trusts
Vendor payables $ 2,670,848 $5197,310 $ 153,019 $ 178,887 $ 8,200,064 $ 1,177
Deferred payroll 4,993,989 - - - 4,993,989 -
State principal
apportionment 364,471 - - - 364,471 -
Health and welfare
benefits 6,075,301 - - - 6,075,301 -
Accrued salaries 3,208,293 - - 97,966 3,306,259 -
Total $17,312,902  $5,197,310 $ 153,019 $ 276,853 $22,940,084 $ 1,177
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NOTE 8 - UNEARNED REVENUE

Unearned revenue at June 30, 2018, consists of the following:

Federal financial assistance
State categorical aid
Local sources

Total
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Non-Major
General Governmental
Fund Funds Total
$ 192,757 $ - $ 192,757
2,860,449 223,676 3,084,125
91,606 - 91,606
$ 3,144,812 $ 223,676 $ 3,368,488
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NOTE 9 - LONG-TERM OBLIGATIONS

Summary

The changes in the District's long-term obligations during the year consisted of the following:

Balance
July 1, 2017, Balance Due in
as restated Additions Deductions June 30, 2018 One Year

General obligation bonds-2005

Capital Appreciation Bonds $ 24561616 $ 1,190,920 $ - $ 25752536 $ 1,925,000
General obligation bonds-2006

Capital Appreciation Bonds 3,242,169 158,931 - 3,401,100 -
General obligation bonds-2007

Capital Appreciation Bonds 14,707,345 664,965 - 15,372,310 -
2012 Refunding general
obligation bonds 11,265,000 - 510,000 10,755,000 575,000

Premium 386,857 - 32,238 354,619 -
2014 Refunding general
obligation bonds 13,425,000 - 3,085,000 10,340,000 1,535,000

Premium 1,749,582 - 249,940 1,499,642 -
General obligation bonds-2015

Current Interest Bonds 4,570,000 - 2,720,000 1,850,000 1,850,000

Premium 99,874 - 99,874 - -
General obligation bonds-2016

Current Interest Bonds 4,501,000 - - 4,501,000 -

Premium 261,359 - 10,890 250,469 -
General obligation bonds-2017

Current Interest Bonds 63,000,000 - - 63,000,000 440,000

Premium 6,229,070 - 214,180 6,014,890 -
Certificates of participation-2014 14,690,000 - 630,000 14,060,000 650,000
State Preschool Revolving Loan 18,735 - 18,735 - -
Compensated absences - net 543,671 - 380,473 163,198 -
District early retirement program 104,285 125,049 99,910 129,424 -
PARS early retirement program 1,826,391 - 456,598 1,369,793 -
Capital leases 3,206,201 - 334,525 2,871,676 297,298
Other postemployment benefits

(OPEB) liability-District Plan 30,976,065 1,562,367 2,680,864 29,857,568 -
Other postemployment benefits

(OPEB)-Medicare Premium

Payment (MPP) Program 1,373,175 - 90,184 1,282,991 -

Total $ 200,737,395 $ 3,702,232 $ 11613411 $ 192,826,216 $ 7,272,298
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Payments on the general obligation bonds are made by the Bond Interest and Redemption Fund with local tax
revenues. Payments on the State Preschool Revolving Loan are made by Child Development Fund. The

COP Debt Service Fund makes payments for the Certificates of Participation. The compensated absences, early
retirement programs, and other postemployment benefits obligations will be paid by the fund for which the
employee worked. Payments on the capital leases are made by the General Fund.

Bonded Debt

The outstanding general obligation bonded debt is as follows:

Bonds Bonds
Issue Maturity Interest Original Outstanding Issued/ Redeemed/ Outstanding
Date Date Rate Issue July 1, 2017 Accreted Defeased June 30, 2018
Current Interest Bonds:
2012 - Refunding General Obligation Bonds
2/22/12  8/2012-8/2028 2.0-3.625% $12,925,000 $ 11,265,000 $ - $ 510,000 $ 10,755,000
2014 - Refunding General Obligation Bonds
12/3/14 8/2015-8/2024  3.0-5.0% 15,535,000 13,425,000 - 3,085,000 10,340,000
2014 - Series 2015 General Obligation Bonds
9/1/15 8/2016-8/2018  2.0-4.0% 7,000,000 4,570,000 - 2,720,000 1,850,000
2006 - Series 2016 General Obligation Bonds
8/3/16  8/2032-8/2040 2.5-2.875% 4,501,000 4,501,000 - - 4,501,000
2014 - Series 2017 General Obligation Bonds
6/1/17  8/2018-8/2046  2.0-5.0% 63,000,000 63,000,000 - - 63,000,000
Capital Appreciation Bonds:
2002 - Series 2005 General Obligation Bonds:
5/1/05 8/2018-8/2029 4.77-5.23% 13,329,104 24,561,616 1,190,920 - 25,752,536
2002 - Series 2006 General Obligation Bonds
3/1/06 8/1/2029 4.68-4.68% 1,885,059 3,242,169 158,931 - 3,401,100
2006 - Series 2007 General Obligation Bonds
3/1/07  8/2024-8/2031 4.41-4.52% 9,308,839 14,707,345 664,965 - 15,372,310
Total $139,272,130 $ 2,014,816 $ 6,315,000 $134,971,946
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Debt Service Requirements to Maturity

2012 Refunding Current Interest General Obligation Bonds:

Interest to
Fiscal Year Principal Maturity Total
2019 $ 575,000 $ 406,269 $ 981,269
2020 640,000 383,269 1,023,269
2021 715,000 357,669 1,072,669
2022 790,000 330,069 1,120,069
2023 860,000 306,369 1,166,369
2024-2028 5,710,000 962,420 6,672,420
2029 1,465,000 53,106 1,518,106
Total $ 10,755,000 $ 2,799,171 $ 13,554,171
2014 Refunding Current Interest General Obligation Bonds:
Interest to
Fiscal Year Principal Maturity Total
2019 $ 1,535,000 $ 517,000 $ 2,052,000
2020 1,430,000 440,250 1,870,250
2021 1,580,000 368,750 1,948,750
2022 1,750,000 289,750 2,039,750
2023 1,925,000 202,250 2,127,250
2024-2025 2,120,000 106,000 2,226,000
Total $ 10,340,000 $ 1,924,000 $ 12,264,000
2014 - Series 2015 Current Interest General Obligation Bonds:
Interest to
Fiscal Year Principal Maturity Total
2019 $ 1,850,000 3 37,000 $ 1,887,000
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2006 - Series 2016 Current Interest General Obligation Bonds:

Fiscal Year
2019
2020
2021
2022
2023

2024-2028

2029-2033

2034-2038

2039-2041
Total

2014 - Series 2017 Current Interest General Obligation Bonds:

Fiscal Year
2019
2020
2021
2022
2023

2024-2028

2029-2033

2034-2038

2039-2043

2044-2047
Total

Interest to

Principal Maturity Total
$ - $ 154,531 $ 154,531
- 154,531 154,531
- 154,531 154,531
- 154,531 154,531
- 154,531 154,531
- 772,655 772,655
446,000 767,080 1,213,080
2,400,000 555,359 2,955,359
1,655,000 107,424 1,762,424
$ 4,501,000 $ 2,975,173 $ 7,476,173

Interest to

Principal Maturity Total
$ 440,000 $ 2,695,900 $ 3,135,900
2,455,000 2,638,000 5,093,000
460,000 2,579,700 3,039,700
- 2,570,500 2,570,500
150,000 2,569,000 2,719,000
2,405,000 12,631,950 15,036,950
6,170,000 11,619,375 17,789,375
11,220,000 9,851,350 21,071,350
18,315,000 6,543,025 24,858,025
21,385,000 1,792,500 23,177,500
$ 63,000,000 $ 55,491,300 $ 118,491,300
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Capital Appreciation Bonds

The Capital Appreciation Bonds do not require annual principal and interest payments. The bonds accrete in
value for the interest earned on the bonds for each fiscal year until the bonds maturity date at which time, the
maturity value of the bonds is payable. Below is a summary of the current valuation (accreted value) of the bonds
including the maturity value of those bonds.

2002 - Series 2005 2002 - Series 2006 2006 - Series 2007
Accreted Accreted Accreted
Fiscal Year Final Maturity  Obligation  Final Maturity  Obligation  Final Maturity ~ Obligation
2019 $ 1925000 $ 1925000 $ - $ - $ - $ -
2020 2,015,000 1,921,101 280,000 268,072 - -
2021 2,100,000 1,906,800 295,000 270,279 - -
2022 2,200,000 1,900,800 305,000 267,302 - -
2023 2,300,000 1,888,760 325,000 272,155 - -
2024-2028 13,140,000 9,203,853 1,840,000 1,338,618 10,720,000 7,700,162
2029-2032 12,450,000 7,006,222 1,860,000 984,674 12,830,000 7,672,148
Total $36,130,000 $25,752,536 $ 4,905,000 $ 3,401,100 $23,550,000 $15,372,310

Certificates of Participation

In February 2014, the Madera Unified School District issued certificates of participation in the amount of
$16,745,000 with an interest rate of 3.87 percent. The proceeds were used to refund the $16,235,000 remaining
balance of the 2004 Certificates of Participation.

The Certificates of Participation mature through 2034 as follows:

Year Ending
June 30, Principal Interest Total

2019 $ 650,000 $ 531,544 $ 1,181,544
2020 680,000 505,809 1,185,809
2021 705,000 479,009 1,184,009
2022 730,000 451,241 1,181,241
2023 760,000 422,409 1,182,409

2024-2028 4,245,000 1,640,392 5,885,392

2029-2033 5,140,000 734,535 5,874,535
2034 1,150,000 22,252 1,172,252
Total $ 14,060,000 $ 4,787,191 $ 18,847,191

Preschool Revolving Loan
The District has entered into four agreements with the California Department of Education for non-interest loans

for child care facilities at the Madison site, the George Washington site, the Ceasar Chavez site, and the Pershing
site. The District loan was paid in full during the 2017-2018 fiscal year.
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Compensated Absences
The long-term portion of compensated absences for the District at June 30, 2018, amounted to $163,198.
District Early Retirement Program

The District has entered into contracts with certain eligible employees whereby a predetermined percentage of the
employees final years salary will be paid for a 60-month period for Certificated employees and a 36-month period
for Classified employees and continued medical insurance coverage equivalent to the medical plan in effect for all
Certificated and Classified employees until age 65. The outstanding contract amount for this purpose is $129,424
and is reported as long-term obligations. The amount paid during the current fiscal year related to the early
retirement program totaled $99,910.

PARS Early Retirement Program

The District has entered into an agreement with the Public Agency Retirement System (PARS) to provide an early
retirement incentive to qualified certificated employees. The District is required to make five annual payments to
the program for the benefit of participating retirees in the amount of $456,598 per year beginning July 10, 2016.
The District's outstanding obligation at June 30, 2018, is $1,369,793.

Capital Leases

The District has entered into agreements to lease various facilities and equipment. Such agreements are, in
substance, purchases (capital leases) and are reported as capital lease obligations. The District's liability on lease
agreements with options to purchase is summarized below:

Leases
Balance, July 1, 2017 $ 3,206,201
Payments 334,525
Balance, June 30, 2018 $ 2,871,676
The capital leases have minimum lease payments as follows:
Year Ending Lease
June 30, Payment
2019 $ 391,039
2020 391,039
2021 391,039
2022 391,039
2023 391,039
2024-2027 1,368,634
Total 3,323,829
Less: Amount Representing Interest 452,153
Present Value of Minimum Lease Payments $ 2,871,676
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Net Other Postemployment Benefit (OPEB) Liability

For the fiscal year ended June 30, 2018, the District reported net OPEB liability, deferred outflows of resources,
and OPEB expense for the following plans:

Net OPEB Deferred Outflows OPEB
OPEB Plan Liability of Resources Expense
District Plan $ 29,857,568  $ 2,317,178  $ 1,562,367
Medicare Premium Payment (MPP) Program 1,282,991 - (90,184)
Total $ 31,140,559 $ 2,317,178 $ 1,472,183

The details of each plan are as follows:

District Plan

Plan Administration

The District's governing board administers the Postemployment Benefits Plan (the Plan). The Plan is a single-
employer defined benefit plan that is used to provide postemployment benefits other than pensions (OPEB) for
eligible retirees and their spouses. No assets are accumulated in a trust that meets the criteria in paragraph 4 of
GASB Statement No. 75.

Plan Membership

At June 30, 2017, the Plan membership consisted of the following:

Inactive employees or beneficiaries currently receiving benefits payments 138
Active employees 1,722
Total 1,860

Benefits Provided

The Plan provides medical and dental insurance benefits to eligible retirees and their spouses. Benefits are
provided through a third-party insurer, and the full cost of benefits is covered by the Plan. The District's
governing board has the authority to establish and amend the benefit terms as contained within the negotiated
labor agreements.

Contributions

The benefit payment requirements of the Plan members and the District are established and may be amended by
the District, the Madera Unified Teachers Association (MUTA), the local California Service Employees
Association (CSEA), and unrepresented groups. The benefit payment is based on projected pay-as-you-go
financing requirements as determined annually through the agreements with the District, MUTA, CSEA, and the
unrepresented groups. For fiscal year 2017-2018, the District paid $2,317,178 in benefits.
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Total OPEB Liability of the District
Actuarial Assumptions

The total OPEB liability in the June 30, 2017 actuarial valuation was determined using the following assumptions,
applied to all periods included in the measurement, unless otherwise specified:

Inflation 3.0 percent

Salary increases 3.0 percent, average, including inflation

Investment rate of return 3.13 percent, net of OPEB plan investment expense, including inflation
Healthcare cost trend rates 5.0 percent for 2017 and thereafter

The discount rate was based on the Bond Buyer 20-bond General Obligation Index.

Pre-retirement mortality rates were based on the RP-2014 Employee Mortality Table for Males or Females, as
appropriate, without projection. Post-retirement mortality rates were based on the RP-2014 Health Annuitant
Mortality Table for Males and Females, as appropriate, without projection.

The actual assumptions used in the June 30, 2017 valuation were based on the results of an actual experience
study for the period July 1, 2016 to June 30, 2017.

Changes in the Total OPEB Liability

Total OPEB
Liability

Balance at June 30, 2016 $ 30,976,065
Service cost 634,449
Interest 927,918
Benefit payments (2,680,864)
Net change in total OPEB liability (1,118,497)
Balance at June 30, 2017 $ 29,857,568

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability of the District, as well as what the District's total OPEB liability
would be if it were calculated using a discount rate that is one percent lower or higher than the current rate:

Total OPEB

Discount Rate Liability
1% decrease (2.13%) $ 32,492,470
Current discount rate (3.13%) 29,857,568
1% increase (4.13%) 27,516,781
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Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates

The following presents the total OPEB liability of the District, as well as what the District's total OPEB liability
would be if it were calculated using healthcare cost trend rates that are one percent lower or higher than the
current healthcare costs trend rates:

Total OPEB

Healthcare Cost Trend Rates Liability
1% decrease (4.0%) $ 29,494,858
Current healthcare cost trend rate (5.0%) 29,857,568
1% increase (6.0%) 30,284,205

Medicare Premium Payment (MPP) Program

Plan Description

The Medicare Premium Payment (MPP) Program is administered by the California State Teachers' Retirement
System (CalSTRS). The MPP Program is a cost-sharing multiple-employer other postemployment benefit plan
(OPEB) established pursuant to Chapter 1032, Statutes 2000 (SB 1435). CalSTRS administers the MPP Program
through the Teachers' Health Benefits Fund (THBF).

A full description of the MPP Program regarding benefit provisions, assumptions (for funding, but not accounting
purposes), and membership information is listed in the June 30, 2016 annual actuarial valuation report, Medicare
Premium Payment Program Actuarial VValuation. This report and CalSTRS audited financial information are
publicly available reports that can be found on the CalSTRS website under Publications at:
http://www.calstrs.com/member-publications.

Benefits Provided

The MPP Program pays Medicare Part A premiums and Medicare Parts A and B late enrollment surcharges for
eligible members of the State Teachers Retirement Plan (STRP) Defined Benefit (DB)Program who were retired
or began receiving a disability allowance prior to July 1, 2012 and were not eligible for premium free Medicare
Part A. The payments are made directly to the Centers for Medicare and Medicaid Services (CMS) on a monthly
basis.

The MPP Program is closed to new entrants as members who retire after July 1, 2012, are not eligible for
coverage under the MPP Program.

The MPP Program is funded on a pay-as-you go basis from a portion of monthly District benefit payments. In
accordance with California Education Code Section 25930, benefit payments that would otherwise be credited to
the DB Program each month are instead credited to the MPP Program to fund monthly program and
administrative costs. Total redirections to the MPP Program are monitored to ensure that total incurred costs do
not exceed the amount initially identified as the cost of the program.
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OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to the OPEB

At June 30, 2018, the District reported a liability of $1,282,991 for its proportionate share of the net OPEB
liability for the MPP Program. The net OPEB liability was measured as of June 30, 2016, and the total OPEB
liability used to calculate the net OPEB liability was determined by an actuarial valuation as of that date. The
District's proportion of the net OPEB liability was based on a projection of the District's long-term share of
contributions to the OPEB Plan relative to the projected contributions of all participating school districts,
actuarially determined. The District's proportionate share for the measurement period June 30, 2017 and
June 30, 2016, respectively, was 0.3050 percent, and 0.2934 percent, resulting in a net increase in the
proportionate share of 0.0016 percent.

For the year ended June 30, 2018, the District recognized OPEB expense of $(90,184).
Actuarial Methods and Assumptions

The total OPEB liability for the MPP Program as of June 30, 2016, was determined based on a financial reporting
actuarial valuation that used the June 30, 2016 assumptions presented in the table below. The June 30, 2017 total
OPERB liability was determined by applying update procedures to the financial reporting actuarial valuation as of
June 30, 2016, and rolling forward the total OPEB liability to June 30, 2017, using the assumptions listed in the
following table:

Measurement Date June 30, 2017 June 30, 2016
Valuation Date June 30, 2016 June 30, 2016
July 1, 2010 through July 1, 2010 through

Experience Study June 30, 2016 June 30, 2015
Actuarial Cost Method Entry age normal Entry age normal
Investment Rate of Return 3.58% 2.85%

Medicare Part A Premium Cost Trend Rate 3.70% 3.70%

Medicare Part B Premium Cost Trend Rate 4.10% 4.10%

For the valuation as of June 30, 2016, CalSTRS used custom mortality tables based on RP2000 Series tables
issued by the Society of Actuaries, adjusted to fit CalSTRS specific experience through June 30, 2015. For the
valuation as of June 30, 2017, CalSTRS changed the mortality assumptions based on the July 1, 2010 through
June 30, 2015, experience study adopted by the board in February 2017. CalSTRS now uses a generational
mortality assumption, which involves the use of a base mortality table and projection scales to reflect expected
annual reductions in mortality rates at each age, resulting in increases in life expectancies each year into the
future. The base mortality tables are CalSTRS custom tables derived to best fit the patterns of mortality among
the members. The projection scale was set equal to 110 percent of the ultimate improvement factor from the
Mortality Improvement Scale (MP-2016) table, issued by the Society of Actuaries.
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Assumptions were made about future participation (enrollment) into the MPP Program because CalSTRS is
unable to determine which members not currently participating meet all eligibility criteria for enrollment in the
future. Assumed enrollment rates were derived based on past experience and are stratified by age with the
probability of enroliment diminishing as the members' age increases. This estimated enrollment rate was then
applied to the population of members who may meet criteria necessary for eligibility and are not currently
enrolled in the MPP Program. Based on this, the estimated number of future enrollments used in the financial
reporting valuation was 571 or an average of 0.32 percent of the potentially eligible population (177,763).

The MPP Program is funded on a pay-as-you-go basis with contributions generally being made at the same time
and in the same amount as benefit payments and expenses coming due. Any funds within the MPP Program as of
June 30, 2017 and 2016, were to manage differences between estimated and actual amounts to be paid and were
invested in the Surplus Money Investment Fund, which is a pooled investment program administered by the State
Treasurer.

Discount Rate

The discount rate used to measure the total OPEB liability as of June 30, 2017 and 2016 was 3.58 percent and
2.85 percent, respectively. The MPP Program is funded on a pay-as-you-go basis as described in Note 1, and
under the pay-as-you-go method, the OPEB Plan's fiduciary net position was not projected to be sufficient to
make projected future benefit payments. Therefore, a discount rate of 3.58 percent and 2.85 percent, which is the
Bond Buyer 20-Bond GO Index from Bondbuyer.com as of June 30, 2017 and 2016, respectively, was applied to
all periods of projected benefit payments to measure the total OPEB liability.

Sensitivity of the District's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate
The following presents the District's proportionate share of the net OPEB liability calculated using the current

discount rate, as well as what the net pension liability would be if it were calculated using a discount rate that is
one percent lower or higher than the current rate:

Net OPEB

Discount Rate Liability
1% decrease (2.58%) $ 1,420,360
Current discount rate (3.58%) 1,282,991
1% increase (4.58%) 1,149,370
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Sensitivity of the District's Proportionate Share of the Net OPEB Liability to Changes in the Medicare Costs
Trend Rates

The following presents the District's proportionate share of the net OPEB liability calculated using the current
discount rate, as well as what the net pension liability would be if it were calculated using Medicare costs trend
rates that are one percent lower or higher than the current rates:

Net OPEB

Medicare Costs Trend Rate Liability
1% decrease (2.7% Part A and 3.1% Part B) $ 1,159,378
Current medicare costs trend rate (3.7% Part A and 4.1% Part B) 1,282,991
1% increase (4.7% Part A and 5.1% Part B) 1,405,368
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NOTE 10 - FUND BALANCES

Fund balances are composed of the following elements:

Nonspendable
Revolving cash
Stores inventories
Prepaid expenditures
Total Nonspendable
Restricted
Legally restricted programs
Capital projects
Debt service
Total Restricted
Committed
Adult education program
Assigned
School site/athletics
Supplemental concentration
Visual and performing arts
Technology reimbursement
Textbook adoptions
Career technical education
Future E-Rate projects
Vacation accrual
Capital projects
Total Assigned
Unassigned
Reserve for economic
uncertainties
Remaining unassigned
Total Unassigned
Total

Special Reserve  Non-Major
General Building Capital Outlay = Governmental

Fund Fund Fund Funds Total
$ 25,000 $ - 3 - 3 5140 % 30,140
503,164 - - 258,863 762,027
13,508 - - - 13,508
541,672 - - 264,003 805,675
2,633,932 - - 3,000,321 5,634,253
- 53,159,205 - 7,343,745 60,502,950
- - - 13,052,114 13,052,114
2,633,932 53,159,205 - 23,396,180 79,189,317
- - - 3,883 3,883
484,165 - - - 484,165
1,535,071 - - - 1,535,071
23,504 - - - 23,504
678,505 - - - 678,505
903,255 - - - 903,255
2,889,374 - - - 2,889,374
864,918 - - - 864,918
480,179 - - - 480,179
- - 39,187,090 - 39,187,090
7,858,971 - 39,187,090 - 47,046,061
7,519,688 - - - 7,519,688
32,640,729 - - - 32,640,729
40,160,417 - - - 40,160,417
$51,194,992  $53,159,205  $39,187,000 $ 23,664,066  $167,205,353
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NOTE 11 - RISK MANAGEMENT
Property and Liability

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees and natural disasters. During fiscal year ending June 30, 2018, the District
contracted with the California Risk Management Authority (CRMA) for property and liability insurance
coverage. Settled claims have not exceeded this commercial coverage in any of the past three years. There has
not been a significant reduction in coverage from the prior year.

Workers' Compensation
The District pays for workers' compensation through the California Risk Management Authority.
Employee Medical Benefits

The District has contracted with California's Valued Trust to provide employee health, dental and vision benefits.
Benefits are self funded and are paid out of the assets of the Trust. Each participating school district's
contribution to the Trust is determined by the collective bargaining agreement between the individual district and
CTA or California School Employees Association and/or by the participating agreement between the district and
the Trust with respect to employees not covered by a collective bargaining agreement. The District pays a
monthly contribution, which is placed in a common fund from which claim payments are made for all
participating districts. Claims are paid for all participants regardless of claims flow.

NOTE 12 - EMPLOYEE RETIREMENT SYSTEMS

Qualified employees are covered under multiple-employer defined benefit pension plans maintained by agencies
of the State of California. Academic employees are members of the California State Teachers' Retirement System
(CalSTRS) and classified employees are members of the California Public Employees' Retirement System
(CalPERS).

For the fiscal year ended June 30, 2018, the District reported net pension liabilities, deferred outflows of
resources, deferred inflows of resources, and pension expense for each of the above plans as follows:

Collective Collective
Collective Net Deferred Outflows Deferred Inflows Collective
Pension Plan Pension Liability of Resources of Resources Pension Expense
CalSTRS $ 155,779,286 $ 51,989,709 $ 6,865,878 $ 17,716,541
CalPERS 53,481,744 18,864,483 629,681 11,091,304
Total $ 209,261,030 $ 70,854,192 $ 7,495,559 $ 28,807,845
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The details of each plan are as follows:

California State Teachers' Retirement System (CalSTRS)

Plan Description

The District contributes to the State Teachers Retirement Plan (STRP) administered by the California State
Teachers' Retirement System (CalSTRS). STRP is a cost-sharing multiple-employer public employee retirement
system defined benefit pension plan. Benefit provisions are established by State statutes, as legislatively
amended, within the State Teachers' Retirement Law.

A full description of the pension plan regarding benefit provisions, assumptions (for funding, but not accounting
purposes), and membership information is listed in the June 30, 2016, annual actuarial valuation report, Defined
Benefit Program Actuarial Valuation. This report and CalSTRS audited financial information are publicly
available reports that can be found on the CalSTRS website under Publications at:
http://www.calstrs.com/member-publications.

Benefits Provided

The STRP provides retirement, disability and survivor benefits to beneficiaries. Benefits are based on members'
final compensation, age, and years of service credit. Members hired on or before December 31, 2012, with five
years of credited service are eligible for the normal retirement benefit at age 60. Members hired on or after
January 1, 2013, with five years of credited service are eligible for the normal retirement benefit at age 62. The
normal retirement benefit is equal to 2.0 percent of final compensation for each year of credited service.

The STRP is comprised of four programs: Defined Benefit Program, Defined Benefit Supplement Program, Cash
Balance Benefit Program, and Replacement Benefits Program. The STRP holds assets for the exclusive purpose
of providing benefits to members and beneficiaries of these programs. CalSTRS also uses plan assets to defray
reasonable expenses of administering the STRP. Although CalSTRS is the administrator of the STRP, the state is
the sponsor of the STRP and obligor of the trust. In addition, the state is both an employer and nonemployer
contributing entity to the STRP.

The District contributes exclusively to the STRP Defined Benefit Program, thus disclosures are not included for
the other plans.

60



MADERA UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

The STRP provisions and benefits in effect at June 30, 2018, are summarized as follows:

STRP Defined Benefit Program

On or before On or after
Hire date December 31, 2012 January 1, 2013
Benefit formula 2% at 60 2% at 62
Benefit vesting schedule 5 years of service 5 years of service
Benefit payments Monthly for life Monthly for life
Retirement age 60 62
Monthly benefits as a percentage of eligible compensation 2.0% - 2.4% 2.0% - 2.4%
Required employee contribution rate 10.25% 9.205%
Required employer contribution rate 14.43% 14.43%
Required state contribution rate 9.328% 9.328%

Contributions

Required member, District and State of California contributions rates are set by the California Legislature and
Governor and detailed in Teachers' Retirement Law. The contributions rates are expressed as a level percentage
of payroll using the entry age normal actuarial method. In accordance with AB 1469, employer contributions into
the CalSTRS will be increasing to a total of 19.1 percent of applicable member earnings phased over a seven-year
period. The contribution rates for each plan for the year ended June 30, 2018, are presented above and the
District's total contributions were $13,979,472.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30, 2018, the District reported a liability for its proportionate share of the net pension liability that
reflected a reduction for State pension support provided to the District. The amount recognized by the District as
its proportionate share of the net pension liability, the related state support and the total portion of the net pension
liability that was associated with the District were as follows:

Total net pension liability, including State share:

District's proportionate share of net pension liability $ 155,779,286
State's proportionate share of the net pension liability associated with the District 92,157,710
Total $ 247,936,996

The net pension liability was measured as of June 30, 2017. The District's proportion of the net pension liability
was based on a projection of the District's long-term share of contributions to the pension plan relative to the
projected contributions of all participating school districts and the State, actuarially determined. The District's
proportionate share for the measurement period June 30, 2017 and June 30, 2016, respectively was 0.1684 percent
and 0.1650 percent, resulting in a net increase in the proportionate share of 0.0034 percent.

61



MADERA UNIFIED SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

For the year ended June 30, 2018, the District recognized pension expense of $17,716,541. In addition, the
District recognized pension expense and revenue of $9,276,558 for support provided by the State. At
June 30, 2018, the District reported deferred outflows of resources and deferred inflows of resources related to

pensions from the following sources:

Deferred Outflows
of Resources

Deferred Inflows
of Resources

Pension contributions subsequent to measurement date $ 13,979,472 $ -

Net change in proportionate share of net pension liability 8,574,218 -

Difference between projected and actual earnings

on pension plan investments - 4,148,837

Differences between expected and actual experience in the

measurement of the total pension liability 576,087 2,717,041

Changes of assumptions 28,859,932 -
Total $ 51,989,709 $ 6,865,878

The deferred outflows of resources related to pensions resulting from District contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the subsequent fiscal year.

The deferred inflows of resources related to the difference between projected and actual earnings on pension plan
investments will be amortized over a closed five-year period and will be recognized in pension expense as

follows:

Year Ended
June 30,
2019
2020
2021
2022
Total
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$ (3,449,082
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376,337
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The deferred outflows/(inflows) of resources related to the net change in proportionate share of net pension
liability, differences between expected and actual experience in the measurement of the total pension liability, and
changes of assumptions will be amortized over the Expected Average Remaining Service Life (EARSL) of all
members that are provided benefits (active, inactive, and retirees) as of the beginning of the measurement period.
The EARSL for the measurement period is seven years and will be recognized in pension expense as follows:

Deferred
Year Ended Outflows/(Inflows)
June 30, of Resources
2019 $ 6,202,489
2020 6,202,489
2021 6,202,489
2022 6,202,488
2023 5,198,195
Thereafter 5,285,046
Total $ 35,293,196

Actuarial Methods and Assumptions

Total pension liability for STRP was determined by applying update procedures to a financial reporting actuarial
valuation as of June 30, 2016, and rolling forward the total pension liability to June 30, 2017. The financial
reporting actuarial valuation as of June 30, 2016, used the following methods and assumptions, applied to all prior
periods included in the measurement:

Valuation date June 30, 2016

Measurement date June 30, 2017

Experience study July 1, 2010 through June 30, 2015
Actuarial cost method Entry age normal

Discount rate 7.10%

Investment rate of return 7.10%

Consumer price inflation 2.75%

Wage growth 3.50%

CalSTRS uses a generational mortality assumption, which involves the use of a base mortality table and
projection scales to reflect expected annual reductions in mortality rates at each age, resulting in increases in life
expectancies each year into the future. The base mortality tables are CalSTRS custom tables derived to best fit
the patterns of mortality among its members. The projection scale was set equal to 110 percent of the ultimate
improvement factor from the Mortality Improvement Scale (MP-2016) table, issued by the Society of Actuaries.
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The long-term expected rate of return on pension plan investments was determined using a building-block method
in which best estimate ranges of expected future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class. The best estimate ranges were
developed using capital market assumptions from CalSTRS general investment consultant (Pension Consulting
Alliance-PCA) as an input to the process. The actuarial investment rate of return assumption was adopted by the
board in February 2017 in conjunction with the most recent experience study. For each future valuation,
CalSTRS consulting actuary (Milliman) reviews the return assumption for reasonableness based on the most
current capital market assumptions. Best estimates of 20-year geometrically-linked real rates of return and the
assumed asset allocation for each major asset class for the year ended June 30, 2017, are summarized in the
following table:

Long-Term

Assumed Asset Expected Real

Asset Class Allocation Rate of Return
Global equity 47% 6.30%
Fixed income 12% 0.30%
Real estate 13% 5.20%
Private equity 13% 9.30%
Absolute Return/Risk Mitigating Strategies 9% 2.90%
Inflation sensitive 4% 3.80%
Cash/liquidity 2% -1.00%

Discount Rate

The discount rate used to measure the total pension liability was 7.10 percent. The projection of cash flows used
to determine the discount rate assumed the contributions from plan members and employers will be made at
statutory contribution rates. Projected inflows from investment earnings were calculated using the long-term
assumed investment rate of return (7.10 percent) and assuming that contributions, benefit payments and
administrative expense occurred midyear. Based on these assumptions, the STRP's fiduciary net position was
projected to be available to make all projected future benefit payments to current plan members. Therefore, the
long-term assumed investment rate of return was applied to all periods of projected benefit payments to determine
total pension liability.

The following presents the District's proportionate share of the net pension liability calculated using the current
discount rate as well as what the net pension liability would be if it were calculated using a discount rate that is
one percent lower or higher than the current rate:

Net Pension
Discount Rate Liability
1% decrease (6.10%) $ 228,733,448
Current discount rate (7.10%) 155,779,286
1% increase (8.10%) 96,572,040
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California Public Employees Retirement System (CalPERS)

Plan Description

Qualified employees are eligible to participate in the School Employer Pool (SEP) under the California Public
Employees' Retirement System (CalPERS), a cost-sharing multiple-employer public employee retirement system
defined benefit pension plan administered by CalPERS. Benefit provisions are established by State statutes, as
legislatively amended, within the Public Employees' Retirement Law.

A full description of the pension plan regarding benefit provisions, assumptions (for funding, but not accounting
purposes), and membership information is listed in the June 30, 2016 annual actuarial valuation report, Schools
Pool Actuarial Valuation. This report and CalPERS audited financial information are publicly available reports
that can be found on the CalPERS website under Forms and Publications at:
https://www.calpers.ca.gov/page/forms-publications.

Benefits Provided

CalPERS provides service retirement and disability benefits, annual cost of living adjustments and death benefits
to plan members, who must be public employees and beneficiaries. Benefits are based on years of service credit,
a benefit factor and the member's final compensation. Members hired on or before December 31, 2012, with five
years of total service are eligible to retire at age 50 with statutorily reduced benefits. Members hired on or after
January 1, 2013, with five years of total service are eligible to retire at age 52 with statutorily reduced benefits.
All members are eligible for non-duty disability benefits after five years of service. The Basic Death Benefit is
paid to any member's beneficiary if the member dies while actively employed. An employee's eligible survivor
may receive the 1957 Survivor Benefit if the member dies while actively employed, is at least age 50 (or 52 for
members hired on or after January 1, 2013), and has at least five years of credited service. The cost of living
adjustments for each plan are applied as specified by the Public Employees' Retirement Law.

The CalPERS provisions and benefits in effect at June 30, 2018, are summarized as follows:

School Employer Pool (CalPERS)

On or before On or after
Hire date December 31, 2012 January 1, 2013
Benefit formula 2% at 55 2% at 62
Benefit vesting schedule 5 years of service 5 years of service
Benefit payments Monthly for life Monthly for life
Retirement age 55 62
Monthly benefits as a percentage of eligible compensation 1.1% - 2.5% 1.0% - 2.5%
Required employee contribution rate 7.00% 6.50%
Required employer contribution rate 15.531% 15.531%
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Contributions

Section 20814(c) of the California Public Employees' Retirement Law requires that the employer contribution
rates for all public employers be determined on an annual basis by the actuary and shall be effective on the July 1
following notice of a change in the rate. Total plan contributions are calculated through the CalPERS annual
actuarial valuation process. The actuarially determined rate is the estimated amount necessary to finance the costs
of benefits earned by employees during the year, with an additional amount to finance any unfunded accrued
liability. The District is required to contribute the difference between the actuarially determined rate and the
contribution rate of employees. The contributions rates are expressed as percentage of annual payroll. The
contribution rates for each plan for the year ended June 30, 2018, are presented above and the total District
contributions were $4,789,564.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

As of June 30, 2018, the District reported net pension liabilities for its proportionate share of the CalPERS net
pension liability totaling $53,481,744. The net pension liability was measured as of June 30, 2017. The District's
proportion of the net pension liability was based on a projection of the District's long-term share of contributions
to the pension plan relative to the projected contributions of all participating school districts, actuarially
determined. The District's proportionate share for the measurement period June 30, 2017 and June 30, 2016,
respectively was 0.2240 percent and 0.2119 percent, resulting in a net increase in the proportionate share of
0.0121 percent.

For the year ended June 30, 2018, the District recognized pension expense of $11,091,304. At June 30, 2018, the
District reported deferred outflows of resources and deferred inflows of resources related to pensions from the
following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources

Pension contributions subsequent to measurement date $ 4,789,564 $ -
Net change in proportionate share of net pension liability 2,496,936 -
Difference between projected and actual earnings on 1,850,102 -
pension plan investments
Differences between expected and actual experience in the 1,916,031 -
measurement of the total pension liability
Changes of assumptions 7,811,850 629,681

Total $ 18,864,483 $ 629,681

The deferred outflows of resources related to pensions resulting from District contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the subsequent fiscal year.
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The deferred outflows of resources related to the difference between projected and actual earnings on pension
plan investments will be amortized over a closed five-year period and will be recognized in pension expense as
follows:

Year Ended Deferred Outflows
June 30, of Resources
2019 $ (50,132)
2020 2,134,616
2021 778,733
2022 (1,013,115)
Total $ 1,850,102

The deferred outflows/(inflows) of resources related to the net change in proportionate share of net pension
liability, differences between expected and actual experience in the measurement of the total pension liability, and
changes of assumptions will be amortized over the Expected Average Remaining Service Life (EARSL) of all
members that are provided benefits (active, inactive, and retirees) as of the beginning of the measurement period.
The EARSL for the measurement period is 3.9 years and will be recognized in pension expense as follows:

Deferred
Year Ended Outflows/(Inflows)
June 30, of Resources
2019 $ 4,513,570
2020 3,921,504
2021 3,160,062
Total $ 11,595,136

Actuarial Methods and Assumptions

Total pension liability for the SEP was determined by applying update procedures to a financial reporting
actuarial valuation as of June 30, 2016, and rolling forward the total pension liability to June 30, 2017. The
financial reporting actuarial valuation as of June 30, 2016, used the following methods and assumptions, applied
to all prior periods included in the measurement:

Valuation date June 30, 2016

Measurement date June 30, 2017

Experience study July 1, 1997 through June 30, 2011
Actuarial cost method Entry age normal

Discount rate 7.15%

Investment rate of return 7.15%

Consumer price inflation 2.75%

Wage growth Varies by entry age and service
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The mortality table used was developed based on CalPERS-specific data. The table includes 20 years of mortality
improvements using Society of Actuaries Scale BB.

In determining the long-term expected rate of return, CalPERS took into account both short-term and long-term
market return expectations as well as the expected pension fund cash flows. Using historical returns of all the
funds' asset classes, expected compound returns were calculated over the short-term (first ten years) and the long-
term (11+ years) using a building-block approach. Using the expected nominal returns for both short-term and
long-term, the present value of benefits was calculated for each fund. The expected rate of return was set by
calculating the rounded single equivalent expected return that arrived at the same present value of benefits for
cash flows as the one calculated using both short-term and long-term returns. The expected rate of return was
then set equal to the single equivalent rate calculated above and adjusted to account for assumed administrative
expenses. The target asset allocation and best estimates of arithmetic real rates of return for each major asset class
are summarized in the following table:

Long-Term

Assumed Asset Expected Real

Asset Class Allocation Rate of Return
Global equity 47% 5.38%
Global debt securities 19% 2.27%
Inflation assets 6% 1.39%
Private equity 12% 6.63%
Real estate 11% 5.21%
Infrastructure and Forestland 3% 5.36%
Liquidity 2% -0.90%

Discount Rate

The discount rate used to measure the total pension liability was 7.15 percent. The projection of cash flows used
to determine the discount rate assumed the contributions from plan members and employers will be made at
statutory contribution rates. Based on these assumptions, the School Employer Pool fiduciary net position was
projected to be available to make all projected future benefit payments to current plan members. Therefore, the
long-term assumed investment rate of return was applied to all periods of projected benefit payments to determine
total pension liability.

The following presents the District's proportionate share of the net pension liability calculated using the current
discount rate as well as what the net pension liability would be if it were calculated using a discount rate that is
one percent lower or higher than the current rate:

Net Pension
Discount Rate Liability
1% decrease (6.15%) $ 78,688,784
Current discount rate (7.15%) 53,481,744
1% increase (8.15%) 32,570,394
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Social Security

As established by Federal law, all public sector employees who are not members of their employer's existing
retirement system (CalSTRS or CalPERS) must be covered by social security or an alternative plan. The District
has elected to use Social Security as its alternative plan. Contributions made by the District and an employee vest
immediately. The District contributes 6.2 percent of an employee's gross earnings. An employee is required to
contribute 6.2 percent of his or her gross earnings to the pension plan.

On Behalf Payments

The State of California makes contributions to CalSTRS on behalf of the District. These payments consist of
State General Fund contributions to CalSTRS in the amount of $7,494,395 (9.328 percent of annual payroll).
Contributions are no longer appropriated in the annual Budget Act for the legislatively mandated benefits to
CalPERS. Therefore, there is no on behalf contribution rate for CalPERS. Under accounting principles generally
accepted in the United States of America, these amounts are to be reported as revenues and expenditures.
Accordingly, these amounts have been recorded in these financial statements. On behalf payments have been
included in the calculation of available reserves.

NOTE 13 - COMMITMENTS AND CONTINGENCIES
Grants

The District received financial assistance from Federal and State agencies in the form of grants. The
disbursement of funds received under these programs generally requires compliance with terms and conditions
specified in the grant agreements and are subject to audit by the grantor agencies. Any disallowed claims
resulting from such audits could become a liability of the General Fund or other applicable funds. However, in
the opinion of management, any such disallowed claims will not have a material adverse effect on the overall
financial position of the District at June 30, 2018.

Litigation

The District is involved in various litigation arising from the normal course of business. In the opinion of
management and legal counsel, the disposition of all litigation pending is not expected to have a material adverse
effect on the overall financial position of the District at June 30, 2018.

Operating Leases

The District has entered into various operating leases for equipment with lease terms in excess of one year. None
of these agreements contain purchase options. All agreements contain a termination clause providing for

cancellation after a specified number of days written notice to lessors, but it is unlikely that the District will
cancel any of the agreements prior to the expiration date.
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Construction Commitments

As of June 30, 2018, the District had the following commitments with respect to the unfinished capital projects:

Remaining Expected
Construction Date of
Capital Projects Commitment Completion
Matilda Torres High School $ 171,600,000 August 2020

NOTE 14 - PARTICIPATION IN PUBLIC ENTITY RISK POOLS

The District is a member of the California Risk Management Authority (CRMA) and the California's Valued
Trust (CVT) public entity risk pools. The District pays an annual premium to these entities for its property and
liability, workers' compensation and health coverage. The relationship between the District and the pools is such
that they are not component units of the District for financial reporting purposes.

The entities have budgeting and financial reporting requirements independent of member units and its financial
statements are not presented in these financial statements; however, fund transactions between the entities and the
District is included in these statements. Audited financial statements are available from the entities.

The District has appointed one member to the governing board of CRMA and CVT.

During the year ended June 30, 2018, the District made payment of $3,092,517 to CRMA for property and
liability, and workers' compensation coverage.

During the year ended June 30, 2018, the District made payment of $38,938,416 to CVT for health and welfare
benefits.

NOTE 15 - SUBSEQUENT EVENTS
On August 16, 2018, the District issued $75,070,000 of Certificates of Participation at an interest rate of

5.0 percent. The certificates, which mature through September 1, 2048, have been issued for the construction of a
new high school within the District.
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NOTE 16 - RESTATEMENT OF PRIOR YEAR NET POSITION

The District adopted GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions, in the current year. As a result, the effect on the current fiscal year is as follows:

Government-Wide Financial Statements

Net Position - Beginning $ 103,724,714
Inclusion of net OPEB liability from the adoption of GASB Statement No. 75 (28,552,915)
Net Position - Beginning as Restated $ 75,171,799
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REVENUES
Local Control Funding Formula
Federal sources
Other State sources
Other local sources
Total Revenues
EXPENDITURES
Current
Certificated salaries
Classified salaries
Employee benefits
Books and supplies
Services and operating expenditures
Other outgo
Capital outlay
Debt service - principal
Debt service - interest
Total Expenditures
Excess (Deficiency) of Revenues
Over Expenditures
Other Financing Sources (Uses)
Transfers in
Other sources
Transfers out
Other uses
Net Financing Sources (Uses)
NET CHANGE IN FUND BALANCES
Fund Balance - Beginning
Fund Balance - Ending

Variances -
Favorable
(Unfavorable)
Budgeted Amounts Final
Original Final Actual to Actual
$203,975,467  $203,256,658  $202,604,078 (652,580)
12,495,615 18,451,740 14,763,871 (3,687,869)
14,403,675 21,008,141 20,584,736 (423,405)
4,433,747 6,242,968 6,546,339 303,371
235,308,504 248,959,507 244,499,024 (4,460,483)
101,737,592 101,649,992 98,552,452 3,097,540
30,277,389 31,028,754 30,234,755 793,999
65,863,464 62,873,697 63,391,497 (517,800)
13,450,279 22,191,545 12,999,944 9,191,601
19,857,664 25,158,305 20,806,054 4,352,251
2,393,130 7,943,523 2,530,012 5,413,511
761,816 11,548,450 5,052,947 6,495,503
334,525 334,525 334,525 -
104,329 104,329 109,080 (4,751)
234,780,188 262,833,120 234,011,266 28,821,854
528,316 (13,873,613) 10,487,758 24,361,371
30,000 35,664 55,997 20,333
- 95,803 - (95,803)
(11,177,217) (11,177,217) (16,649,761) (5,472,544)
(7,000) (7,000) - 7,000
(11,154,217) (11,052,750) (16,593,764) (5,541,014)
(10,625,901) (24,926,363) (6,106,006) 18,820,357
57,300,998 57,300,998 57,300,998 -
$ 46,675,097 $ 32,374,635 $ 51,194992 $ 18,820,357

See accompanying note to required supplementary information.
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2018
Total OPEB Liability
Service cost $ 634,449
Interest 927,918
Benefit payments (2,680,864)
Net change in total OPEB liability (1,118,497)
Total OPEB liability - beginning 30,976,065
Total OPEB liability - ending $ 29,857,568
Covered payroll N/A!
District's total OPEB liability as a percentage of covered payroll N/A!

! The District's OPEB Plan is not administered through a trust and contributions are not made based on a measure of pay;
therefore, no measure of payroll is presented.

Note: In the future, as data becomes available, ten years of information will be presented.

See accompanying note to required supplementary information.
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Year ended June 30, 2018
District's proportion of the net OPEB liability 0.3050%
District's proportionate share of the net OPEB liability $ 1,282,991
District's covered-employee payroll N/A*

District's proportionate share of the net OPEB liability as a percentage
of it's covered-employee payroll N/A*

Plan fiduciary net position as a percentage of the total OPEB liability 0.01%

L As of June 30, 2012, active members are no longer eligible for future enrollment in the MPP Program; therefore, the covered payroll
disclosure is not applicable.

Note: In the future, as data becomes available, ten years of information will be presented.

See accompanying note to required supplementary information.
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2018 2017

CalSTRS
District's proportion of the net pension liability 0.1684% 0.1650%
District's proportionate share of the net pension liability $ 155,779,286 $133,433,285
State's proportionate share of the net pension liability
associated with the District 92,157,710 75,961,189

Total $ 247,936,996  $ 209,394,474
District's covered - employee payroll $ 90,127,401 $ 83,354,240
District's proportionate share of the net pension liability
as a percentage of its covered - employee payroll 172.84% 160.08%
Plan fiduciary net position as a percentage of the total pension liability 69% 70%
CalPERS
District's proportion of the net pension liability 0.2240% 0.2119%
District's proportionate share of the net pension liability $ 53,481,744 $ 41,858,308
District's covered - employee payroll $ 28,608,648 $ 25,446,577
District's proportionate share of the net pension liability
as a percentage of its covered - employee payroll 186.94% 164.49%
Plan fiduciary net position as a percentage of the total pension liability 72% 74%

Note : In the future, as data becomes available, ten years of information will be presented.

See accompanying note to required supplementary information.
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2016 2015
0.1630% 0.1504%
$109,768,136 $ 87,863,363
58,055,243 53,055,692

$ 167,823,379

$ 140,919,055

$ 74,943,153 $ 68,012,364
146.47% 129.19%
74% 77%
0.2062% 0.1894%

$ 30,391,170 $ 21,502,181
$ 22,981,956 $ 20,186,890
132.24% 106.52%

79% 83%
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SCHEDULE OF DISTRICT CONTRIBUTIONS
FOR THE YEAR ENDED JUNE 30, 2018

CalSTRS

Contractually required contribution

Contributions in relation to the contractually required contribution
Contribution deficiency (excess)

District's covered - employee payroll

Contributions as a percentage of covered - employee payroll

CalPERS

Contractually required contribution

Contributions in relation to the contractually required contribution
Contribution deficiency (excess)

District's covered - employee payroll

Contributions as a percentage of covered - employee payroll

2018 2017

$ 13,979,472 11,338,027

13,979,472 11,338,027

$ - R

$ 96,877,838 90,127,401
14.43% 12.58%

$ 4,789,564 3,973,169

4,789,564 3,973,169

$ - R

$ 30,838,735 28,608,648
15.531% 13.888%

Note: In the future, as data becomes available, ten years of information will be presented.

See accompanying note to required supplementary information.
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2016 2015
$ 8,943,910 6,654,952
8,943,910 6,654,952
$ R -
$ 83,354,240 74,943,153
10.73% 8.88%
$ 3,014,656 2,705,206
3,014,656 2,705,206
$ R -
$ 25,446,577 22,981,956
11.847% 11.771%
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NOTE 1 - PURPOSE OF SCHEDULES
Budgetary Comparison Schedule

The District employs budget control by object codes and by individual appropriation accounts. Budgets are
prepared on the modified accrual basis of accounting in accordance with accounting principles generally accepted
in the United State of America as prescribed by the Governmental Accounting Standards Board and provisions of
the California Education Code. The governing board is required to hold a public hearing and adopt an operating
budget no later than July 1 of each year. The adopted budget is subject to amendment throughout the year to give
consideration to unanticipated revenue and expenditures primarily resulting from events unknown at the time of
budget adoption with the legal restriction that expenditures cannot exceed appropriations by major object account.

The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when the
original appropriations were adopted. The amounts reported as the final budgeted amounts in the budgetary
statements reflect the amounts after all budget amendments have been accounted for.

This schedule presents information for the original and final budgets and actual results of operations, as well as
the variances from the final budget to actual results of operations.

Schedule of Changes in the District's Total OPEB Liability and Related Ratios

This schedule presents information on the District's changes in the total OPEB liability, including beginning and
ending balances, the plan's fiduciary net position, and the total OPEB liability. In the future, as data becomes
available, ten years of information will be presented.

Schedule of the District's Proportionate Share of the Net OPEB Liability - MPP Program

This schedule presents information on the District's proportionate share of the net OPEB Liability - MPP Program
and the plans' fiduciary net position. In the future, as data becomes available, ten years of information will be
presented.

Changes in Benefit Terms - There were no changes in the benefit terms since the previous valuation.
Changes of Assumptions - The plan rate of investment return assumption was changed from
2.85 percent to 3.58 percent since the previous valuation.

Schedule of the District's Proportionate Share of the Net Pension Liability

This schedule presents information on the District's proportionate share of the net pension liability (NPL), the
plans' fiduciary net position and, when applicable, the State's proportionate share of the NPL associated with the
District. In the future, as data becomes available, ten years of information will be presented.

Changes in Benefit Terms - There were no changes in benefit terms since the previous valuations for both
CalSTRS and CalPERS.

Changes of Assumptions - The CalSTRS plan rate of investment return assumption was changed from
7.60 percent to 7.10 percent since the previous valuation. The CalPERS plan rate of investment return
assumption was changed from 7.65 percent to 7.15 percent since the previous valuation.
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Schedule of District Contributions

This schedule presents information on the District's required contribution, the amounts actually contributed, and
any excess or deficiency related to the required contribution. In the future, as data becomes available, ten years of

information will be presented.
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Federal  Pass-Through
CFDA/ Entity
Federal Grantor/Pass-Through Contract Identifying Federal
Grantor/Program or Cluster Title Number Number Expenditures
U.S. DEPARTMENT OF EDUCATION
Fund For The Improvement of Education - ESSC 84.215E N/A $ 176,663
Fund For The Improvement of Education - Carol M. White 84.215F N/A 367,277
Passed Through California Department of Education (CDE):
Title | - Part A, Basic 84.010 14329 8,104,216
Title | - Part C, Migrant 84.011 14326 470,889
Title | - Part C, Migrant Summer 84.011 10005 18,223
Title | - Part G, Advanced Placement Fee Program 84.330B 14831 7,270
Title 1l - Part A, Supporting Effective Instruction 84.367 14341 721,938
Title Il - English Language Acquisition - LEP 84.365 14346 93,454
Title I\VV- Part B, 21st Century CLC Program 84.287 14349 2,873,882
Adult Education, Basic 84.002A 14508 100,857
Adult Education, English Literacy and Civics Education 84.002A 14109 34,333
Adult Education, Secondary Education 84.002 13978 90,422
Adult Education, Institutionalized Adults 84.002 13971 9,432
Special Education, Basic Local Assistance 84.027 13379 1,184,722
Special Education, Basic Local Assistance, Private School 84.027 10115 2,658
Career and Technical Education: Adult, Section 132 84.048 14893 216,539
Career and Technical Education: Secondary, Section 131 84.048 14894 4,791
Total U.S. Department of Education 14,477,566
U.S. DEPARTMENT OF AGRICULTURE
Passed Through CDE:
Child Nutrition Cluster
National School Lunch 10.555 13391 8,622,292
Basic Breakfast 10.553 13525 80,492
Especially Needy Breakfast 10.553 13526 2,479,657
Meals Supplements-Snack 10.555 13391 370,816
Food Distribution-Commaodities 10.555 13391 1,246,333
Summer Food Program 10.559 13004 64,119
Subtotal Child Nutrition Cluster 12,863,709
Fresh Fruit and Vegetable Program 10.582 14968 386,267
Total U.S. Department of Agriculture 13,249,976
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed Through California Department of Health Care Services:
Medi-Cal Billing Option 93.778 10013 103,595
Medi-Cal Administrative Activities 93.778 10060 422 545
Total U.S. Department of Health and Human Services 526,140
Total Expenditures of Federal Awards $ 28,253,682

See accompanying note to supplementary information.
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ORGANIZATION

The Madera Unified School District was established in 1966 and consists of an area comprising approximately
400 square miles. The District operates eighteen elementary schools, three middle schools, two comprehensive
high schools, two alternative education schools, one community day school, and one adult education school.
There were no boundary changes during the year.

GOVERNING BOARD

MEMBER

Al Galvez

Ed Mclntyre
Ricardo Arredondo
Brent Fernandes
Phillip Huerta
Ruben Mendoza
Ray G. Seibert

ADMINISTRATION

Todd Lile
Sandon Schwartz
Sheryl Sisil

Kent Albertson
Adele Nikkel
Linda Monreal
Jesse Carrasco
Babatunde llori
Rebecca Malmo

OFFICE TERM EXPIRES
President 2018
Clerk 2018
Trustee 2020
Trustee 2018
Trustee 2018
Trustee 2020
Trustee 2020

Superintendent

Deputy Superintendent

Assistant Superintendent

Chief of Human Resources Officer

Chief Financial Officer

Chief Academic Officer, Elementary

Chief Academic Officer, Secondary

Director of Accountability and Communications

Executive Director of Student and Family Support Services

See accompanying note to supplementary information.
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SCHEDULE OF AVERAGE DAILY ATTENDANCE
FOR THE YEAR ENDED JUNE 30, 2018

Regular ADA
Transitional kindergarten through third
Fourth through sixth
Seventh and eighth
Ninth through twelfth
Total Regular ADA

Extended Year Special Education
Transitional kindergarten through third
Fourth through sixth
Ninth through twelfth
Total Extended Year Special Education

Special Education, Nonpublic, Nonsectarian Schools
Transitional kindergarten through third
Fourth through sixth
Ninth through twelfth
Total Special Education, Nonpublic,
Nonsectarian Schools

Extended Year Special Education, Nonpublic, Nonsectarian Schools
Fourth through sixth
Ninth through twelfth
Total Special Education, Nonpublic,
Nonsectarian Schools

Community Day School
Seventh and eighth
Ninth through twelfth
Total Community Day School
Total ADA

See accompanying note to supplementary information.
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Second Period Annual
Report Report
6,142.95 6,148.27
4,696.00 4,695.20
2,945.68 2,932.43
5,191.82 5,131.14
18,976.45 18,907.04
1.90 1.90
1.26 1.26
0.38 0.38
3.54 3.54
- 0.09
0.95 0.87
0.99 0.93
1.94 1.89
0.18 0.18
0.15 0.15
0.33 0.33
8.73 10.45
34.51 36.32
43.24 46.77
19,025.50 18,959.57




MADERA UNIFIED SCHOOL DISTRICT

SCHEDULE OF INSTRUCTIONAL TIME

FOR THE YEAR ENDED JUNE 30, 2018

1986-1987 2017-2018 Number of Days
Minutes Actual Traditional Multitrack

Grade Level Requirement Minutes Calendar Calendar Status
Kindergarten 36,000 55,980 180 N/A Complied
Grades1-3 50,400

Grade 1 55,860 180 N/A Complied

Grade 2 55,860 180 N/A Complied

Grade 3 55,860 180 N/A Complied
Grades 4 - 8 54,000

Grade 4 55,860 180 N/A Complied

Grade 5 55,860 180 N/A Complied

Grade 6 55,860 180 N/A Complied

Grade 7 55,980 180 N/A Complied

Grade 8 55,980 180 N/A Complied
Grades 9 - 12 64,800

Grade 9 65,640 180 N/A Complied

Grade 10 65,640 180 N/A Complied

Grade 11 65,640 180 N/A Complied

Grade 12 65,640 180 N/A Complied

See accompanying note to supplementary information.
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MADERA UNIFIED SCHOOL DISTRICT

RECONCILIATION OF ANNUAL FINANCIAL AND BUDGET REPORT WITH
AUDITED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

There were no adjustments to the Unaudited Actual Financial Report which required reconciliation to the audited
financial statements at June 30, 2018.

See accompanying note to supplementary information.
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SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2018

(Budget)
2019* 2018 2017 2016
GENERAL FUND
Revenues and other sources $261,782,108 $244,555,021 $234,508,233  $226,998,611
Expenditures and other uses 270,829,841 250,661,027 232,861,924 212,380,358

INCREASE/(DECREASE)

IN FUND BALANCE $ (9,047,733) $ (6,106,006) $ 1,646,309 $ 14,618,253
ENDING FUND BALANCE $ 42,147,259 $ 51,194,992 $ 57,300,998 $ 55,654,689
AVAILABLE RESERVES $ 34,086,646 $ 40,160,417 $ 45,254,207 $ 40,874,553
AVAILABLE RESERVES AS A
PERCENTAGE OF TOTAL OUTGO 12.6% 16.0% 19.4% 19.2%
LONG-TERM OBLIGATIONS ? Not Available  $192,826,216  $200,737,395  $104,468,571
AVERAGE DAILY
ATTENDANCE AT P-2 19,079 19,026 19,064 18,858

The General Fund balance has decreased by $4,459,697 over the past two years. The fiscal year 2018-2019
budget projects a further decrease of $9,047,733 (17.67 percent). For a district this size, the State recommends
available reserves of at least three percent of total General Fund expenditures, transfers out, and other uses (total
outgo).

The District has incurred operating surpluses in two of the past three years, but anticipates incurring an operating
deficit during the 2018-2019 fiscal year. Total long-term obligations have increased by $88,357,645 over the past
two years due primarily to the issuance of general obligation bonds and to the implementation of GASB
Statement No. 75.

Average daily attendance has increased by 168 over the past two years. Additional growth of 53 ADA is
anticipated during fiscal year 2018-2019.

! Budget 2019 is included for analytical purposes only and has not been subjected to audit.
2 Available reserves consist of all unassigned fund balances contained within the General Fund.

% The balance of long-term obligations for the year ended June 30, 2017, has been restated due to the implementation of
GASB Statement No. 75.

See accompanying note to supplementary information.

86



MADERA UNIFIED SCHOOL DISTRICT

SCHEDULE OF CHARTER SCHOOLS
FOR THE YEAR ENDED JUNE 30, 2018

Included in
Name of Charter School Audit Report
Ezequiel Tafoya Alvarado Academy (Charter Number 0676) No
Sherman Thomas Charter High School (Charter Number 1058) No
Sherman Thomas Charter School (Charter Number 0507) No
Sherman Thomas STEM Academy (Charter Number 1780) No

See accompanying note to supplementary information.
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MADERA UNIFIED SCHOOL DISTRICT

NON-MAJOR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET
JUNE 30, 2018

Adult Child
Education Development Cafeteria
Fund Fund Fund
ASSETS
Deposits and investments $ 212,755 % 537529 % 678,423
Receivables 308,649 152,476 2,099,631
Due from other funds - 275 -
Stores inventories - - 258,863
Total Assets $ 521,404 % 690,280 $ 3,036,917
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 36,732 $ 98,372 $ 120,225
Due to other funds 341,277 29,140 130,972
Unearned revenue - 223,676 -
Total Liabilities 378,009 351,188 251,197
Fund Balances:
Nonspendable 2,000 - 262,003
Restricted 137,512 339,092 2,523,717
Committed 3,883 - -
Total Fund Balances 143,395 339,092 2,785,720
Total Liabilities and
Fund Balances $ 521,404  $ 690,280 $ 3,036,917

See accompanying note to supplementary information.
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Bond Total

Capital County School Interest and COP Non-Major
Facilities Facilities Redemption Debt Service Governmental
Fund Fund Fund Fund Funds
5,268,116 $ 2,081,354 % 12,266,825 $ 772,823 $ 21,817,825
15,799 - 12,466 - 2,589,021
- - - - 275
- - - - 258,863
5,283,915 $ 2,081,354  $ 12,279,291 $ 772,823 $ 24,665,984
- $ 21524  $ - $ - 3 276,853
- - - - 501,389
- - - - 223,676
- 21,524 - - 1,001,918
- - - - 264,003
5,283,915 2,059,830 12,279,291 772,823 23,396,180
- - - - 3,883
5,283,915 2,059,830 12,279,291 772,823 23,664,066
5,283,915 $ 2,081,354  $ 12,279,291 $ 772,823 $ 24,665,984
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MADERA UNIFIED SCHOOL DISTRICT

NON-MAJOR GOVERNMENTAL FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2018

REVENUES
Federal sources
Other State sources
Other local sources
Total Revenues
EXPENDITURES
Current
Instruction
Instruction-related activities:
Supervision of instruction
School site administration
Pupil services:
Food services
All other pupil services
Administration;
All other administration
Plant services
Facility acquisition and construction
Debt service
Principal
Interest and other
Total Expenditures
Excess (Deficiency) of Revenues Over
Expenditures
Other Financing Sources (Uses)
Transfers in
Transfers out
Net Financing Sources (Uses)
NET CHANGE IN FUND BALANCES
Fund Balance - Beginning
Fund Balance - Ending

See accompanying note to supplementary information.

Adult Child
Education Development Cafeteria
Fund Fund Fund
$ 239,835 - $ 13,249,976
1,015,316 2,467,806 890,887
220,414 92,791 155,372
1,475,565 2,560,597 14,296,235
628,416 1,951,333 -
10,506 304,839 -
672,014 607 -
- - 13,927,593
8,715 43,395 -
57,499 134,504 726,107
308,460 87,232 384,160
- 18,735 -
1,685,610 2,540,645 15,037,860
(210,045) 19,952 (741,625)
- - (5,664)
- - (5,664)
(210,045) 19,952 (747,289)
353,440 319,140 3,533,009
$ 143,395 339,092 $ 2,785,720
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Bond Total
Capital County School Interest and COP Non-Major
Facilities Facilities Redemption Debt Service Governmental
Fund Fund Fund Fund Funds

$ - $ - - - 13,489,811
- - 59,439 - 4,433,448

2,704,038 28,354 7,344,989 4,081 10,550,039
2,704,038 28,354 7,404,428 4,081 28,473,298

- - - - 2,579,749

- - - - 315,345

- - - - 672,621

- - - - 13,927,593

- - - - 52,110

16,900 - - - 935,010

- - - - 779,852

- 695,429 - - 695,429

- - 6,315,000 630,000 6,963,735

- - 2,962,451 556,129 3,518,580

16,900 695,429 9,277,451 1,186,129 30,440,024
2,687,138 (667,075) (1,873,023) (1,182,048) (1,966,726)

- - - 1,186,313 1,186,313
(1,236,646) - - - (1,242,310)
(1,236,646) - - 1,186,313 (55,997)
1,450,492 (667,075) (1,873,023) 4,265 (2,022,723)
3,833,423 2,726,905 14,152,314 768,558 25,686,789

$ 5,283,915 $ 2,059,830 12,279,291 772,823 23,664,066
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MADERA UNIFIED SCHOOL DISTRICT

NOTE TO SUPPLEMENTARY INFORMATION
JUNE 30, 2018

NOTE 1 - PURPOSE OF SCHEDULES
Schedule of Expenditures of Federal Awards

The accompanying Schedule of Expenditures of Federal Awards includes the Federal grant activity of the District
and is presented on the modified accrual basis of accounting. The information in this schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Therefore,
some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, the
financial statements. The District has not elected to use the ten percent de minimis cost rate as covered in
Section 200.414 Indirect (F&A) costs of the Uniform Guidance.

Local Education Agency Organization Structure

This schedule provides information about the District's boundaries and schools operated, members of the
governing board, and members of the administration.

Schedule of Average Daily Attendance (ADA)

Average daily attendance (ADA) is a measurement of the number of pupils attending classes of the District. The
purpose of attendance accounting from a fiscal standpoint is to provide the basis on which apportionments of
State funds are made to school districts. This schedule provides information regarding the attendance of students
at various grade levels and in different programs.

Schedule of Instructional Time

The District has received incentive funding for increasing instructional time as provided by the Incentives for
Longer Instructional Day. The District neither met nor exceeded its target funding. This schedule presents
information on the amount of instructional time offered by the District and whether the District complied with the
provisions of Education Code Sections 46200 through 46206.

Districts must maintain their instructional minutes at the 1986-1987 requirements as required by Education Code
Section 46201.

Reconciliation of Annual Financial and Budget Report With Audited Financial Statements

This schedule provides the information necessary to reconcile the fund balance of all funds reported on the
Unaudited Actual Financial Report to the audited financial statements.

Schedule of Financial Trends and Analysis
This schedule discloses the District's financial trends by displaying past years' data along with current year budget

information. These financial trend disclosures are used to evaluate the District's ability to continue as a going
concern for a reasonable period of time.
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MADERA UNIFIED SCHOOL DISTRICT

NOTE TO SUPPLEMENTARY INFORMATION
JUNE 30, 2018

Schedule of Charter Schools

This schedule lists all charter schools chartered by the District, and displays information for each charter school
on whether or not the charter school is included in the District audit.

Non-Major Governmental Funds - Combining Balance Sheet and Combining Statement of Revenues,
Expenditures, and Changes in Fund Balances

The Non-Major Governmental Funds Combining Balance Sheet and Combining Statement of Revenues,
Expenditures, and Changes in Fund Balances is included to provide information regarding the individual funds
that have been included in the Non-Major Governmental Funds column on the Governmental Funds Balance
Sheet and Statement of Revenues, Expenditures, and Changes in Fund Balances.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Governing Board
Madera Unified School District
Madera, California

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Madera Unified School District (the District) as of and for the
year ended June 30, 2018, and the related notes to the financial statements, which collectively comprise Madera
Unified School District's basic financial statements, and have issued our report thereon dated December 10, 2018.

Emphasis of Matter - Change in Accounting Principles

As discussed in Note 1 and Note 16 to the financial statements, in 2018, the District adopted new accounting
guidance, GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other
Than Pensions. Our opinion is not modified with respect to this matter.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Madera Unified School District's
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of Madera Unified School District's internal control. Accordingly,
we do not express an opinion on the effectiveness of Madera Unified School District's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the District's financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Madera Unified School District's financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws,

regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted certain matters that we reported to management of Madera Unified School District in a separate letter
dated December 10, 2018.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the District's internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

‘/M,%W,?//J (s LLP

Fresno, California
December 10, 2018
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND REPORT ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Governing Board
Madera Unified School District
Madera, California

Report on Compliance for Each Major Federal Program

We have audited Madera Unified School District's (the District) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect on each
of Madera Unified School District's major Federal programs for the year ended June 30, 2018. Madera Unified
School District's major Federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the Federal statutes, regulations, and the terms and conditions of
its Federal awards applicable to its Federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Madera Unified School District's major
Federal programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of America;
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major Federal program occurred. An audit includes
examining, on a test basis, evidence about Madera Unified School District's compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major Federal
program. However, our audit does not provide a legal determination of Madera Unified School District's
compliance.
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Opinion on Each Major Federal Program

In our opinion, Madera Unified School District complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major Federal programs
for the year ended June 30, 2018.

Report on Internal Control Over Compliance

Management of Madera Unified School District is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered Madera Unified School District's internal control over
compliance with the types of requirements that could have a direct and material effect on each major Federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major Federal program and to test and report on internal control
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of Madera Unified School District's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a Federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a Federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance requirement of a
Federal program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of

internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

I/MM,%,?/J (s, LLF

Fresno, California
December 10, 2018
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INDEPENDENT AUDITOR'S REPORT ON STATE COMPLIANCE

Governing Board
Madera Unified School District
Madera, California

Report on State Compliance

We have audited Madera Unified School District's (the District) compliance with the types of compliance
requirements as identified in the 2017-2018 Guide for Annual Audits of K-12 Local Education Agencies and State
Compliance Reporting that could have a direct and material effect on each of the Madera Unified School District's
State government programs as noted below for the year ended June 30, 2018.

Management's Responsibility

Management is responsible for compliance with the requirements of State laws, regulations, and the terms and
conditions of its State awards applicable to its State programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance of each of the Madera Unified School District's State
programs based on our audit of the types of compliance requirements referred to above. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and the 2017-2018 Guide for Annual Audits of K-12 Local Education Agencies and State
Compliance Reporting. These standards require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the compliance requirements referred to above that could have a material
effect on the applicable government programs noted below. An audit includes examining, on a test basis,
evidence about Madera Unified School District's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinions. Our audit does not provide a legal determination of Madera Unified School District's
compliance with those requirements.

Unmodified Opinion
In our opinion, Madera Unified School District complied, in all material respects, with the compliance

requirements referred to above that are applicable to the government programs noted below that were audited for
the year ended June 30, 2018.
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In connection with the audit referred to above, we selected and tested transactions and records to determine the
Madera Unified School District's compliance with the State laws and regulations applicable to the following

items:

LOCAL EDUCATION AGENCIES OTHER THAN CHARTER SCHOOLS
Attendance
Teacher Certification and Misassignments
Kindergarten Continuance
Independent Study
Continuation Education
Instructional Time
Instructional Materials
Ratios of Administrative Employees to Teachers
Classroom Teacher Salaries
Early Retirement Incentive
Gann Limit Calculation
School Accountability Report Card
Juvenile Court Schools
Middle or Early College High Schools
K-3 Grade Span Adjustment
Transportation Maintenance of Effort
Apprenticeship: Related and Supplemental Instruction

SCHOOL DISTRICTS, COUNTY OFFICES OF EDUCATION, AND
CHARTER SCHOOLS

Educator Effectiveness

California Clean Energy Jobs Act

After/Before School Education and Safety Program:
General Requirements

CHARTER SCHOOLS
Attendance
Mode of Instruction
Non Classroom-Based Instruction/Independent Study for Charter Schools
Determination of Funding for Non Classroom-Based Instruction
Annual Instruction Minutes Classroom-Based
Charter School Facility Grant Program

After School
Before School

Proper Expenditure of Education Protection Account Funds
Unduplicated Local Control Funding Formula Pupil Counts
Local Control Accountability Plan
Independent Study - Course Based

Procedures
Performed

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No (see below)
Yes
Yes
No (see below)
No (see below)
Yes
Yes
No (see below)

Yes
Yes

Yes
Yes
No (see below)
Yes
Yes
Yes
No (see below)

No (see below)
No (see below)
No (see below)
No (see below)
No (see below)
No (see below)

The District did not offer an Early Retirement Incentive Program during the current year; therefore, we did not

perform procedures related to the Early Retirement Incentive Program.

The District does not have any Juvenile Court Schools; therefore, we did not perform procedures related to
Juvenile Court Schools.
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The District does not have any Middle or Early College High Schools; therefore, we did not perform procedures
related to Middle or Early College High Schools.

The District does not offer an apprenticeship program; therefore, we did not perform procedures related to
Apprenticeship: Related and Supplemental Instruction.

The District does not offer a Before School Education and Safety Program; therefore, we did not perform
procedures related to the Before School Education and Safety Program.

The District does not offer an Independent Study - Course Based program,; therefore, we did not perform any
procedures related to Independent Study - Course Based.

Additionally, the District does not operate any Charter Schools; therefore, we did not perform procedures for
Charter School Programs.

‘/MM,%,?//J (s LLP

Fresno, California
December 10, 2018
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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MADERA UNIFIED SCHOOL DISTRICT

SUMMARY OF AUDITOR'S RESULTS
FOR THE YEAR ENDED JUNE 30, 2018

FINANCIAL STATEMENTS
Type of auditor's report issued:
Internal control over financial reporting:
Material weakness identified?
Significant deficiency identified?
Noncompliance material to financial statements noted?

FEDERAL AWARDS
Internal control over major Federal programs:
Material weakness identified?
Significant deficiency identified?
Type of auditor's report issued on compliance for major Federal programs:

Any audit findings disclosed that are required to be reported in accordance with
Section 200.516(a) of the Uniform Guidance?
Identification of major Federal programs:

CFDA Numbers Name of Federal Program or Cluster
84.010 Title I - Part A, Basic
84.367 Title Il - Part A, Supporting Effective Instruction

Dollar threshold used to distinguish between Type A and Type B programs:
Auditee qualified as low-risk auditee?

STATE AWARDS
Type of auditor's report issued on compliance for programs:
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No

None reported

No

No

None reported
Unmodified
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MADERA UNIFIED SCHOOL DISTRICT

FINANCIAL STATEMENT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2018

None reported.
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MADERA UNIFIED SCHOOL DISTRICT

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2018

None reported.
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MADERA UNIFIED SCHOOL DISTRICT

STATE AWARDS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2018

None reported.
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MADERA UNIFIED SCHOOL DISTRICT

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2018

There were no audit findings reported in the prior year's schedule of financial statement findings.
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Governing Board
Madera Unified School District
Madera, California

In planning and performing our audit of the financial statements of Madera Unified School District (the District)
for the year ended June 30, 2018, we considered its internal control structure in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on
the internal control structure.

However, during our audit we noted matters that are opportunities for strengthening internal controls and
operating efficiency. The following items represent conditions noted by our audit that we consider important
enough to bring to your attention. This letter does not affect our report dated December 10, 2018, on the
government-wide financial statements of the District.

JEFFERSON MIDDLE SCHOOL - ASSOCIATED STUDENT BODY (ASB)

Cash Receipts

Observation

During our audit of the cash receipts procedures at the site, we found that sub-receipts or a class roster/log do not
always have dates included on them. Without the date, auditor could not determine how long the teacher/advisor
held onto the monies before turning them into the ASB Bookkeeper.

Recommendation

Prenumbered receipts or a class roster/log should be used for all collections by teachers and advisors.
Documentation of what the funds are for, the amount being collected, whom it's being collected from and the date
it was collected (changed custody). The ASB Bookkeeper should reconcile all funds received to the cash count
sheet and prenumbered sub-receipts or class roster/log. If any discrepancies are noted, the ASB Bookkeeper
should notify the teacher or advisor immediately.

Cash Disbursements

Observation

In auditing the cash disbursement procedures at the site, we noted several instances where expenditures had

approvals dated after the invoice date or did not have purchase orders or requisitions indicating the expenditure
was preapproved.
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Governing Board
Madera Unified School District

Recommendation

In order to provide proper controls over spending, the site should take the necessary steps to ensure that
expenditures are approved prior to the item being purchased. This will reduce the risk of unauthorized spending
and help ensure that ASB clubs have sufficient funds to expend.

Revenue Potentials
Observation

During our audit, we found that Revenue Potential forms are not always completed for fundraising activities. The
forms supply an element of internal control without which it is impossible to determine the financial outcome of a
fundraiser.

Recommendation

Since the revenue potential form is a vital internal control tool, it should be used to document potential revenues
and expenditures including actual revenue and actual expenditures. This allows an analysis of the fundraiser to be
conducted, indicating to the staff the success or failure of the completed project. The "Revenue Potential” form
also indicates weak control areas in the fundraising procedures at the site, including lost or stolen merchandise,
problems with collecting all moneys due and so forth. The "Revenue Potential” form used at the site should
contain four major elements. These are:

e Potential Income-This lists the selling price of the item multiplied by the number of items purchased to
compute the total income that should be deposited from this fundraiser if all the items were sold and all
the money was turned in. This element should also be utilized to track the cost of the items, check
numbers used to purchase the items, and the purchase dates. This purchasing information is a good
reference source for future sales and also tracks to cost so that profits can be determined.

e Receipts/Fundraiser Deposits-This records all deposits turned in which are from funds generated from the
sale. The receipt number issued to the advisor should log the date and deposit amount. This is necessary
to be able to recap the deposits of the sale and to trace these deposits to the appropriate accounts at the
end of the sale to the appropriate accounts to ensure that all postings were correct.

e Analysis-This section is used to compare the potential income as calculated in the potential income
section to the actual funds raised as calculated in the receipts/fundraiser deposits section. The difference
between these two amounts should be documented and explained. The explanation can consist of
merchandise not sold, merchandise lost or destroyed, or funds lost or stolen.

o Recap-This section figures the net profit of the sale. Further fundraisers of this type can be planned or
canceled depending on the information calculated in this section.
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Governing Board
Madera Unified School District

Ticket Sales Recap Form and Master Ticket Log

Observation

During our audit, we found that a Ticket Sales Recap Form is not used at events to reconcile the number of tickets
issued to the total cash amount received. Only a Cash Collection Sheet is used to document the cash being turned
into ASB Bookkeeper. Also, the Master Ticket Log is not adequately completed.

Recommendation

A Ticket Sales Recap Form should be used in conjunction with the master log and should be used by the
individuals issuing tickets and collecting funds at the events. The beginning and ending ticket numbers should be
noted on the ticket recap form after the event and reconciled to the funds received prior to making the deposit with
the ASB Bookkeeper. When the Ticket Sales Recap Form is received by the bookkeeper, the ending ticket

number should be recorded in the Master Ticket Log and the sales recap form should be verified against the
deposit.

We will review the status of the current year comments during our next audit engagement.
. —F
W, Liire, ///74 [,5' [LP

Fresno, California
December 10, 2018
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APPENDIX C
BOOK-ENTRY ONLY SYSTEM

The information in this section concerning DTC &ntC's book-entry only system has been obtained
from sources that the District and the Underwrivetieve to be reliable, but neither the Districtr ibe
Underwriter takes any responsibility for the conphess or accuracy thereof. The following desoriptinder
the heading “Procedures and Record Keeping” belaoth vespect to beneficial ownership interests ia th
Bonds, payment of principal, premium, if any, anteiest on the Bonds to DTC Participants or Beradfic
Owners (as such terms are defined below), confiomand transfers of beneficial ownership interéstthe
Bonds and other related transactions by and betwdd«, the DTC Participants and the Beneficial Owenisr
based solely on information provided by DTC.

Procedures and Record Keeping

The Depository Trust Company (“DTC”), New York, Nexwork, will act as securities depository for the
Bonds. The Bonds will be issued as fully-regisiesecurities registered in the name of Cede & @TC'’s
partnership nominee) or such other name as magdpeested by an authorized representative of DT@e O
fully-registered Bond will be issued for each arinomturity of the Bonds, each in the aggregate g
amount of such maturity, and will be deposited viihC.

DTC, the world's largest securities depositoryaimited-purpose trust company organized under the
New York Banking Law, a “banking organization” withthe meaning of the New York Banking Law, a
member of the Federal Reserve System, a “cleaongpcation” within the meaning of the New York Uarin
Commercial Code, and a “clearing agency” registgoadsuant to the provisions of Section 17A of the
Securities Exchange Act of 1934. DTC holds and/ides asset servicing for over 3.5 million issuéfJ.
and non-U.S. equity issues, corporate and municipht issues, and money market instruments (froen 00
countries) that DTC's participants (“Direct Panpiants”) deposit with DTC. DTC also facilitates hest trade
settlement among Direct Participants of sales ahdrcsecurities transactions in deposited secsritl@ough
electronic computerized book-entry transfers anddgés between Direct Participants’ accounts. This
eliminates the need for physical movement of s&@earcertificates. Direct Participants includetbt.S. and
non-U.S. securities brokers and dealers, bankst tampanies, clearing corporations, and certaherot
organizations. DTC is a wholly-owned subsidiaryTtie Depository Trust & Clearing Corporation (‘DTGC
DTCC is the holding company for DTC, National Sewes Clearing Corporation and Fixed Income Clegrin
Corporation, all of which are registered clearirgercies. DTCC is owned by the users of its regdlat
subsidiaries. Access to the DTC system is alsdabla to others such as both U.S. and non-U.Surgess
brokers and dealers, banks, trust companies, @adiat) corporations that clear through or maingagustodial
relationship with a Direct Participant, either dilg or indirectly (“Indirect Participants”). DT@as been rated
by S&P as AA+. The DTC Rules applicable to itstlegrants are on file with the Securities and Excia
Commission. More information about DTC can be fibahwww.dtcc.com.

Purchases of Bonds under the DTC system must be madr through Direct Participants, which will
receive a credit for the Bonds on DTC's recordfie dwnership interest of each actual purchaseadi 8ond
(“Beneficial Owner”) is in turn to be recorded dmetDirect and Indirect Participants’ records. Biens
Owners will not receive written confirmation fromTQ of their purchase. Beneficial Owners are, hawev
expected to receive written confirmations providdegails of the transaction, as well as periodideshents of
their holdings, from the Direct or Indirect Panppiant through which the Beneficial Owner enterea itiie
transaction. Transfers of ownership interesth@Bonds are to be accomplished by entries madieednooks
of Direct and Indirect Participants acting on béludIBeneficial Owners. Beneficial Owners will natceive
Bonds representing their ownership interests ind8pexcept in the event that use of the book-esysyem for
the Bonds is discontinued.
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To facilitate subsequent transfers, all Bonds digpibdy Direct Participants with DTC are registened
the name of DTC'’s partnership nominee, Cede & @osuch other name as may be requested by an enaithor
representative of DTC. The deposit of Bonds wifhand their registration in the name of Cede & @o.
such other DTC nominee do not effect any changeemeficial ownership. DTC has no knowledge of the
actual Beneficial Owners of the Bonds; DTC's resordflect only the identity of the Direct Partiana to
whose accounts such Bonds are credited, which mayay not be the Beneficial Owners. The Direct and
Indirect Participants will remain responsible faeking account of their holdings on behalf of tleestomers.

Conveyance of notices and other communications B¢ b Direct Participants, by Direct Participants
to Indirect Participants, and by Direct Particiga@nd Indirect Participants to Beneficial Ownerdl Wwe
governed by arrangements among them, subject tatatytory or regulatory requirements as may beffiect
from time to time. Beneficial Owners of Bonds maigh to take certain steps to augment the transmigs
them of notices of significant events with respicthe Bonds, such as prepayments, tenders, default
proposed amendments to the Bond documents. ForpeaBeneficial Owners of Bonds may wish to asgert
that the nominee holding the Bonds for their benedis agreed to obtain and transmit notices to fzale
Owners. In the alternative, Beneficial Owners magh to provide their names and addresses to tystrar
and request that copies of notices be providedttyréeo them.

Redemption notices shall be sent to DTC. If lésmntall of the Bonds within a maturity are being
prepaid, DTC’s practice is to determine by lot #raount of the interest of each Direct Participansuch
maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC noaenwill consent or vote with respect to Bonds
unless authorized by a Direct Participant in acapcg with DTC's MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the Risés soon as possible after the record date. Orheibus
Proxy assigns Cede & Co.’s consenting or votingptdgo those Direct Participants to whose accoBoisds
are credited on the record date (identified irsanlg attached to the Omnibus Proxy).

Redemption proceeds, distributions, and dividengrnts on the Bonds will be made to Cede & Co.,
or such other nominee as may be requested by horagd representative of DTC. DTC's practiceni€itedit
Direct Participants’ accounts upon DTC’s receiptfaofids and corresponding detail information frone th
District or the Paying Agent, on payable date incadance with their respective holdings shown orCBT
records. Payments by Participants to Beneficialn@w will be governed by standing instructions and
customary practices, as is the case with secuhgttfor the accounts of customers in bearer formegistered
in “street name,” and will be the responsibility safch Participant and not of DTC, the Paying Agentthe
District, subject to any statutory or regulatorguigements as may be in effect from time to tinkayment of
redemption proceeds, distributions, and dividenghpants to Cede & Co. (or such other nominee as logay
requested by an authorized representative of DEGhe responsibility of the District or the PayiAgent,
disbursement of such payments to Direct Particgpanli be the responsibility of DTC, and disburseinef
such payments to the Beneficial Owners will ber#sponsibility of Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect tovlaits Bonds purchased or tendered, through its
Participant, to the Paying Agent, and shall efigglivery of such Bonds by causing the Direct Pgudiot to
transfer the Participant’s interest in the Bonds,DJ C’s records, to the Paying Agent. The requéeetrfor
physical delivery of Bonds in connection with antiopal tender or a mandatory purchase will be deeme
satisfied when the ownership rights in the Bonds teainsferred by Direct Participants on DTC's rdsoand
followed by a book-entry credit of tendered Bomalshie Paying Agent’s DTC account.

Discontinuance of DTC Services
DTC may discontinue providing its services as d#pos with respect to the Bonds at any time by

giving reasonable notice to the District or the iRgyAgent. Under such circumstances, in the eveat a
successor depository is not obtained, physicaificates are required to be printed and delivered.

C-2



The District may decide to discontinue use of yystean of book-entry only transfers through DTCdor
successor securities depository). In that eveondB will be printed and delivered to DTC.

THE PAYING AGENT, AS LONG AS A BOOK-ENTRY ONLY SYSEM IS USED FOR THE
BONDS, WILL SEND ANY NOTICE OF REDEMPTION OR OTHEROTICES TO OWNERS ONLY TO
DTC. ANY FAILURE OF DTC TO ADVISE ANY DTC PARTICIRNT, OR OF ANY DTC PARTICIPANT
TO NOTIFY ANY BENEFICIAL OWNER, OF ANY NOTICE AND TS CONTENT OR EFFECT WILL
NOT AFFECT THE VALIDITY OF SUFFICIENCY OF THE PROGDINGS RELATING TO THE
REDEMPTION OF THE BONDS CALLED FOR REDEMPTION OR OARNY OTHER ACTION
PREMISED ON SUCH NOTICE.
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APPENDIX D
FORM OF CONTINUING DISCLOSURE AGREEMENT

THIS CONTINUING DISCLOSURE CERTIFICATE (the “Discdoire Certificate”) is executed and
delivered by and between the Madera Unified Sclistrict (the “District”) and agreed to and acceptey
Isom Advisors, a division of Urban Futures, Incs, dissemination agent (the “Dissemination Agentt),
connection with the issuance and delivery of it§,$80,000 General Obligation Bonds, Election of 2018,
Series 2019 (the “Bonds”). The Bonds are beingedspursuant to a resolution of the Board of Tesita the
District adopted on May 14, 2019 (the “ResolutionThe District covenants as follows:

SECTION 1. _Purpose of the Disclosure Certificatéis Disclosure Certificate is being executed and
delivered by the District for the benefit of the @avs and Beneficial Owners of the Bonds and inrar@essist
the Participating Underwriter in complying with tReile.

SECTION 2. _Definitions. In addition to the definits set forth in the Resolution, which apply to
any capitalized term used in this Disclosure Ciegtie unless otherwise defined in this Section,ftiflewing
capitalized terms shall have the following meanings

“Annual Report” shall mean any Annual Report pr@ddy the District pursuant to, and as described
in, Sections 3 and 4 of this Disclosure Certificate

“Disclosure Representative” shall mean the Supenhént of the District, Deputy Superintendent &f th
District or either of their designees, or such piffécer or employee as the District shall designa writing to
the Dissemination Agent from time to time.

“Dissemination Agent” shall mean Isom Advisors,igigion of Urban Futures, Inc., or any successor
Dissemination Agent designated in writing by thestict and which has been filed with the Dissemorat
Agent a written acceptance of such designation.

“Financial Obligation” shall mean (a) a debt obtiga; (b) a derivative instrument entered into in
connection with, or pledged as security or a soofgeyment for, an existing or planned debt ohiara or (c)
guarantee of (a) or (b). The term “Financial Oltlig)a’ does not include municipal securities as tuok a final
official statement has been provided to the Mumittpecurities Rulemaking Board consistent withRiode.

“Listed Events” shall mean any of the events liste8ection 5(a) of this Disclosure Certificate.

“Participating Underwriter” shall mean Stifel, Nieos & Company, Incorporated, the original
underwriter of the Bonds required to comply witk fRule in connection with offering of the Bonds.

“Repository” shall mean the Electronic Municipal Meat Access System of the Municipal Securities
Rulemaking Board, which can be found at http://enmsab.org/, or any other repository of disclosure
information that may be designated by the Secsritied Exchange Commission as such for purposdseof t
Rule in the future.

“Rule” shall mean Rule 15c2-12(b)(5) adopted by 8seurities and Exchange Commission under the
Securities Exchange Act of 1934, as the same mayrtemded from time to time.

“Tax-exempt” shall mean that interest on the Boisdexcluded from gross income for federal income
tax purposes, whether or not such interest is datile as an item of tax preferences or otherwiskeidiable
directly or indirectly for purposes of calculatiagy other tax liability, including any alternatim@nimum tax or
environmental tax.

" Preliminary, subject to change.
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SECTION 3. _Provision of Annual Reports.

(a) The District shall, or shall cause the Dissation Agent upon written direction to, not
later than eight months after the end of the Dus§ifiscal year, commencing with the report foe th
fiscal year ending June 30, 2019, which date wdaddMarch 1, 2020, provide to the Participating
Underwriter and the Repository an Annual Reportolvhg consistent with the requirements of Section
4 of this Disclosure Certificate. The Annual Rdporay be submitted as a single document or as
separate documents comprising a package, and rolglénby reference other information as provided
in Section 4 of this Disclosure Certificate; proyitthat the audited financial statements of theéridis
may be submitted separately from and later thanbtdance of the Annual Report if they are not
available by the date required above for the filbhghe Annual Report.

The Annual Report shall be provided at least anpuadtwithstanding any fiscal year longer
than 12 calendar months. The District’s fiscalryisacurrently effective from July 1 to the immetdiky
succeeding June 30 of the following year. The rigiswill promptly notify the Repository and the
Paying Agent and the Dissemination Agent of a chaimgthe fiscal year dates. The District shall
provide a written certification with each Annual fRet furnished to the Dissemination Agent to the
effect that such Annual Report constitutes the AhiiReport required to be furnished by it hereunder.
The Dissemination Agent may conclusively rely ugagh certification of the District and shall have n
duty or obligation to review such Annual Report.

(b) Not later than fifteen (15) Business Days ptmthe date specified in subsection (a) for
providing the Annual Report to the Repository, tistrict shall provide the Annual Report to the
Dissemination Agent (if the District is not the Bésnination Agent). If by fifteen (15) Business Bay
prior to such date the Dissemination Agent has meoeived a copy of the Annual Report, the
Dissemination Agent (if the District is not the Bémination Agent) shall contact the District to
determine if the District is in compliance with selstion (a).

(c) If the Dissemination Agent is unable to vetifiat an Annual Report has been provided
to the Repository by the date required in subsed@), the Dissemination Agent, in a timely manner,
shall send a notice to the Repository, in substiytihe form attached as Exhibit A.

(d) The Dissemination Agent shall:

promptly after receipt of the Annual Report, filagport with the District certifying that the Anrlua
Report has been provided pursuant to this Discko€liartificate, stating the date it was provided and
listing all the Repositories to which it was prostl The Dissemination Agent's duties under this
clause (ii) shall exist only if the District prowsd the Annual Report to the Dissemination Agent for
filing.

SECTION 4. _Content of Annual Reports. The Disticdknnual Report shall contain or include by
reference the following:

(a) The audited financial statements of the Distiac the most recent fiscal year of the
District then ended. If the audited financial staénts are not available by the time the AnnualoRep
is required to be filed, the Annual Report shaliteen any unaudited financial statements of theridts
in a format similar to the financial statementsavhilable, and the audited financial statemerddl e
filed in the same manner as the Annual Report winery become available. Audited financial
statements, if any, of the District shall be awutlidg such auditor as shall then be required or i
by State law. Audited financial statements shallpoepared in accordance with generally accepted
accounting principles as prescribed for governmamds by the Governmental Accounting Standards
Board; provided, however, that the District maynirdime to time, if required by federal or stateakg
requirements, modify the basis upon which its faiahstatements are prepared. In the event tleat th
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District shall modify the basis upon which its fin@al statements are prepared, the District shall
provide a notice of such modification to the Refmyi including a reference to the specific fedemal
state law or regulation specifically describing lixgal requirements for the change in accountirgisba

To the extent not included in the audited finanstatement of the District, the Annual Report

shall also include the following:

Average daily attendance of the District for th&t leompleted fiscal year;
The District’'s approved annual budget for the tbarrent fiscal year;

Assessed value of taxable property in the Diststshown on the most recent equalized
assessment role;

If the County no longer includes the tax levy fayment of the Bonds in its Teeter Plan, the
property tax levies, collections, and delinquencies the District for the most recently
completed fiscal year; and

Top twenty property owners in the District for ttteen-current fiscal year, as measured by
secured assessed valuation, the amount of thpiectge taxable value, and their percentage of
total secured assessed value.

SECTION 5. _Reporting of Significant Events.

(@) Pursuant to the provisions of this Sectiorhg, District shall give, or cause to be given,

notice of the occurrence of any of the followingets with respect to the Bonds in a timely manmér n
in excess of 10 business days after the occurm@nte event:

1. Principal and interest payment delinquencies.

2. Tender offers.

3. Defeasances.

4. Rating changes.

5. Adverse tax opinions, the issuance by the laildRevenue Service of proposed

or final determinations of taxability, Notices afdposed Issue (IRS Form 5701-TEB).

6. Unscheduled draws on the debt service reseeflesting financial difficulties.
7. Unscheduled draws on credit enhancement reftpéinancial difficulties.

8. Substitution of credit or liquidity providers; their failure to perform.

9. Bankruptcy, insolvency, receivership or simiésent of the District. For the

purposes of the event identified in this Sectioa)®), the event is considered to occur when
any of the following occur: the appointment of aaiger, fiscal agent or similar officer for the
District in a proceeding under the U.S. Bankrugi@de or in any other proceeding under state
or federal law in which a court or governmental hmuty has assumed jurisdiction over
substantially all of the assets or business oftistrict, or if such jurisdiction has been assumed
by leaving the existing governmental body and @fgor officers in possession but subject to
the supervision and orders of a court or governateatithority, or the entry of an order
confirming a plan of reorganization, arrangementiguidation by a court or governmental
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authority having supervision or jurisdiction ovebstantially all of the assets or business of the
District.

10. Default, event of acceleration, terminationrgyenodification of terms or other
similar events under the terms of a Financial Gtiian of the District, any of which reflect
financial difficulties.

(b) Pursuant to the provisions of this Sectiorhg, District shall give, or cause to be given,
notice of the occurrence of any of the followingeets with respect to the Bonds, if material:

1. Non-payment related defaults.

2. Modifications to rights of bondholders.

3. Bond calls.

4. Unless described under Section 5(a)(5) aboweerad tax opinions, material

notices or determinations with respect to the takxus of the Bonds, or other material events
affecting the tax status of the Bonds.

5. Release, substitution or sale of property saguepayment of the Bonds.

6. The consummation of a merger, consolidationacquisition involving the
District or the sale of all or substantially all tfe assets of the District, other than in the
ordinary course of business, the entry into a dafenagreement to undertake such an action or
the termination of a definitive agreement relatiogny such actions, other than pursuant to its
terms.

7. Appointment of a successor or additional trustegaying agent with respect to
the Bonds or the change of name of such a trusteaying agent.

8. Incurrence of a Financial Obligation of the Ditor agreement to covenants,
events of default, remedies, priority rights, dnestsimilar terms of a Financial Obligation of
the District, any of which affect security holders.

(c) Whenever the District obtains knowledge of toeurrence of a Listed Event under
Section 5(b) hereof, the District shall as soorpassible determine if such event would be material
under applicable federal securities laws.

(d) If the District determines that knowledge o€ thccurrence of a Listed Event under
Section 5(c) hereof would be material under applie&ederal securities laws, the District shalffi{g a
notice of such occurrence with the Repository imeely manner not in excess of 10 business days aft
the occurrence of the event or (ii) provide not€such reportable event to the Dissemination Agent
format suitable for filing with the Repository intianely manner not in excess of 10 business dags af
the occurrence of the event. The Disseminationnf\ghall have no duty to independently prepare or
file any report of Listed Events. The Disseminatidgent may conclusively rely on the District’s
determination of materiality pursuant to Sectiog)5(

SECTION 6. _Termination of Reporting Obligation. €Tlobligations of the District under this
Disclosure Certificate shall terminate upon thalatefeasance, prior redemption or payment indiudlll of the
Bonds. If such termination occurs prior to theafimaturity of the Bonds, the District shall givetice of such
termination in the same manner as for a Listed Eweder Section 5.

D-4



SECTION 7. _Dissemination Agent. The District mdsom time to time, appoint or engage a
Dissemination Agent to assist it in carrying ot dbligations under the Disclosure Certificate, andy
discharge any such Dissemination Agent, with orheut appointing a successor Dissemination Agent.
Initially, Isom Advisors, a Division of Urban Futs, Inc., shall be the Dissemination Agent. |aay time
there is not any other designated DisseminationnAgihe District shall be the Dissemination Agenthe
Dissemination Agent may resign by providing thidgys written notice to the District. The Dissentioa
Agent shall not be responsible for the content oy aeport or notice prepared by the District. The
Dissemination Agent shall have no duty to prepaneiaformation report nor shall the Disseminatiogefit be
responsible for filing any report not provided tdy the District in a timely manner and in a fosuoitable for
filing.

SECTION 8. _Amendment. (a) This Disclosure Cerdifecmay be amended, by written agreement of
the parties, without the consent of the Ownersaliifof the following conditions are satisfied: (&uch
amendment is made in connection with a changer@uistances that arises from a change in legdu@img
regulatory) requirements, a change in law (inclgdinles or regulations) or in interpretations tloérer a
change in the identity, nature or status of thetridgisor the type of business conducted thereby, tiixs
Disclosure Certificate as so amended would haveptiethwith the requirements of the Rule as of th&gedf
this Disclosure Certificate, after taking into agonbany amendments or interpretations of the Radeyell as
any change in circumstances, (3) there shall haen welivered to the District an opinion of a nadity
recognized bond counsel or counsel expert in fédeaurities laws, addressed to the District, todhme effect
as set forth in clause (2) above, (4) the Disslwll have delivered to the Dissemination Agenbpmion of
nationally recognized bond counsel or counsel éxpdederal securities laws, addressed to theriisto the
effect that the amendment does not materially imies interests of the Owners, and (5) the Dissfdall have
delivered copies of such opinion and amendmenath &epository.

(b) This Disclosure Certificate may be amendedwhiten agreement of the parties, upon
obtaining consent of Owners of at least 25% ofdhistanding Bonds; provided that the conditions set
forth in Section 8(a)(1), (2) and (3) have beemstat; and provided, further, that neither the iRgy
Agent or the Dissemination Agent shall be obligatednter into any such amendment that modifies or
increases its duties or obligations hereunder.

(c) To the extent any amendment to this Disclostedificate results in a change in the
type of financial information or operating datayided pursuant to this Disclosure Certificate, fingt
Annual Report provided thereafter shall include arative explanation of the reasons for the
amendment and the impact of the change.

(d) If an amendment is made to the basis on whitmntial statements are prepared, the
Annual Report for the year in which the change Bde shall present a comparison between the
financial statements or information prepared onlibsis of the new accounting principles and those
prepared on the basis of the former accountingcimies. Such comparison shall include a quaniati
and, to the extent reasonably feasible, qualitatiszussion of the differences in the accounting
principles and the impact of the change in the aeting principles on the presentation of the finahc
information.

SECTION 9. _Additional Information. Nothing in thidisclosure Certificate shall be deemed to
prevent the District from disseminating any oth@oimation, using the means of dissemination sh fio this
Disclosure Certificate or any other means of comigation, or including any other information in aAynual
Report or notice of occurrence of a Listed Eventaddition to that which is required by this Disaloe
Certificate. If the District chooses to includeyanformation in any Annual Report or notice of aoence of a
Listed Event in addition to that which is specifigaequired by this Disclosure Certificate, thesbict shall
have no obligation under this Agreement to updaté snformation or include it in any future AnnuRéport or
notice if occurrence of a Listed Event.
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The District acknowledges and understands that stiage and federal laws, including but not limited
the Securities Act of 1933 and Rule 10b-5 prom@datnder the Securities Exchange Act of 1934, ngyya
to the District, and that under some circumstancesipliance with this Disclosure Certificate, withou
additional disclosures or other action, may nolyfdlischarge all duties and obligations of the fistunder
such laws.

SECTION 10. _Default. In the event the Districidatio comply with any provision in this Disclosure

Certificate, the Dissemination Agent may (or shglbn direction of the Owners of 25% in aggregategyal

of the Bonds then outstanding or the Underwritakgtall action necessary to cause the Districotopty with
this Disclosure Certificate. In the event of duige of the Dissemination Agent to comply with gpvision of
this Disclosure Certificate, any Owner of the Bonusy take such actions as may be necessary andpaigpe,
including seeking mandate or specific performangecburt order, to cause the District to comply wit
obligations under this Disclosure Certificate. éallt under this Disclosure Certificate shall hetdeemed an
Event of Default under the Resolution, and the sefedy under this Disclosure Certificate in therg\of any
failure of the District to comply with this Discloege Certificate shall be an action to compel pentnce.

SECTION 11. _Duties, Immunities and Liabilities dfet Dissemination Agent.  The Dissemination

Agent (if other than the District) shall have orych duties as are specifically set forth in thiscldsure
Certificate, and the District agrees to indemnifd asave the Dissemination Agent and its officensatbrs,
employees and agents, harmless against any lgssnsgx and liabilities which it may incur arising ofi or in
the exercise or performance of its powers and sldtereunder, including the costs and expensesudimg
attorneys’ fees) of defending against any clainfiadfility, but excluding liabilities due to the Biemination
Agent’s negligence or willful misconduct. The Dassination Agent shall be paid compensation by ttsgridt

for its services provided hereunder in accordanite ¢ schedule of fees as amended from timene &nd all
expenses, legal fees and advances made or indwyribgd Dissemination Agent in the performance ®fifities
hereunder. The Dissemination Agent shall have uty dr obligation to review any information proveti¢o
them hereunder and shall not be deemed to be antengy fiduciary capacity for the District, the Bbholders,

or any other party. The obligations of the Didtuader this Section shall survive resignationesnoval of the
Dissemination Agent and payment of the Bonds. Ms@n shall have any right to commence any action
against the Dissemination Agent hereunder, seedmygremedy other than to compel specific perforraasic
this Disclosure Certificate. The Dissemination Aigshall not be liable under any circumstancesrfonetary
damages to any person for any breach under thdd3igre Certificate.

SECTION 12. _Beneficiaries. This Disclosure Certite shall inure solely to the benefit of the
District, the Dissemination Agent, the Participgtidnderwriter and Owners from time to time of thens,
and shall create no rights in any other persombitye

Dated: , 2019 MADERA UNIFIED SCHOOL DRCT

By:

Superintendent
Agreed to and accepted by:

ISOM ADVISORS, A DIVISION OF URBAN
FUTURES, INC.

By:
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EXHIBIT A
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL RE PORT
Name of Issuer: Madera Unified School District

Name of Bond Issue: $ Madera Unified SicBastrict General Obligation Bonds, Election
of 2018, Series 2019

Date of Issuance: June __ , 2019

NOTICE IS HEREBY GIVEN that the Madera Unified Sch®istrict (the “School District”) has not
provided an Annual Report with respect to the abhwwmed Bonds as required by Section 3 of its Comm

Disclosure Certificate dated , 2019 Jthool District anticipates that the Annual Repoll be
filed by
Dated: MADERA UNIFIED SCHOOL DISTR

Dissemination Agent

By:

Authorized Signatory
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APPENDIX E

GENERAL AND DEMOGRAPHIC INFORMATION RELATING
TO THE CITY OF MADERA AND MADERA COUNTY

The District encompasses territory in the City chddra (the “City”) and adjacent unincorporated
areas of the County of Madera (the “County”). Thestiict has included information on the City becaubke
economic growth in the City is reflective of ecormgrowth in the District. The following economiatd for
the City and the County are presented for infororapurposes only. The Bonds are not a debt or atiig of
the City or the County.

Population

The County's population in January 2019 was 159/&@6ons. The County's 2019 population was
6.62% above the 2009 population.

The City is the county seat and largest city in@®einty, with a population of 74,375 in January 201
The City’s population increased by 24.2% since 200%d in January 2018 accounted for 47% of the tota
population of the County.

The following table shows the annual populatiothaf County and the City from 2009 to 2019.

POPULATION
CITY OF MADERA AND COUNTY OF MADERA
2009 to 2019
(As of January 1)

City of Madera County of Madera
Annual Annual
Year Population % Change Population % Change
2009 59,86¢ 1.9% 149,632 1.1%
2010 61,41¢ 2.6% 150,865 0.8%
2011 61,57¢ 0.3% 151,185 0.2%
2012 62,19¢ 1.0% 151,379 0.1%
2013 62,43« 0.4% 151,338 0.0%
2014 62,69¢ 0.4% 153,224 1.2%
2015 63,75: 1.7% 154,827 1.0%
2016 64,16¢ 0.6% 154,906 0.1%
2017 65,17: 1.5% 156,963 1.3%
2018 65,67: 1.6% 158,894 1.2%
2019 74,37¢ 1.1% 159,536 0.8%

Source: California State Department of Financen@graphic Research Unit, as of January 1.
Employment

The following table summarizes wage and salary eymént in the County from 2013 to 2018.
Agriculture and government are the largest emplaoyraectors in the County.
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ANNUAL AVERAGE WAGE AND SALARY EMPLOYMENT

County of Madera
2013-2018

Industry Employment™
2013 2014 2015 2016 2017 2018
Agriculture 12,10( 11,80( 11,30( 12,10( 12,00( 12,10(
Mining and Loggini 1,20( 1,30( 1,50( 1,80( 1,80( 1,90(
Manufacturing 3,50( 3,70( 3,50( 3,40( 3,30( 3,40(
Trade, Transportation &Utilitie 5,30( 5,50( 5,60( 5,70( 5,70( 5,90(
Wholesale Trac 90cC 90c( 1,00( 1,00( 90cC 1,00(
Informatior 40C 40C 40C 30C 30C 30C
Financial Activitie: 80C 80C 80C 80C 70C 70C
Professional & Business Servi 2,80( 2,50( 2,20( 2,30( 2,30( 2,30(
Educational & Health Servic 7,60( 7,60( 7,70C 7,80( 8,30( 8,70(
Leisure & Hospitalit 2,90( 3,00( 3,10( 3,30( 3,40( 3,50(
Other Service 90C 1,00( 1,00( 1,00( 90cC 90cC
Governmer 9,70( 9,80( 9,20( 10,40( 10,70( 11,00(
Total 50,11 50,31 49,31! 51,91¢ 52,317 53,71¢

@ Employment is reported by place of work; it does imclude persons involved in labor-managemenpuds. Figures are
rounded to the nearest hundred. Columns may notoeidtals due to rounding.
Source: California Employment Development Departme

The following table summarizes civilian labor foramployment, and unemployment in the County
from 2008 to January 2019. The unemployment rateenCounty in January 2019 was 8.6%. In contthst,
average unemployment rate in California in Jan2&30 was 4.8%. The higher rate in the County cefléhe
effect of agricultural employment and the seaspa#tern of crop harvesting and food processing.

CIVILIAN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT
County of Madera
Annual Averages, 2008-2019

Civilian Employed Unemployec  Unemployment
Year  Labor Force Labor Force® Labor Force® Rate®
2008 65,100 58,900 6,200 9.5%
2009 66,500 57,600 8,900 13.4%
2010 61,500 51,300 10,200 16.6%
2011 61,900 51,900 10,600 16.2%
2012 62,700 53,600 9,100 14.5%
2013 62,700 54,800 7,800 12.5%
2014 63,200 56,200 7,000 11.0%
2015 60,000 54,200 6,400 10.5%
2016 61,000 55,300 5,700 9.3%
2017 61,500 56,500 4,900 8.1%
2018 61,500 57,200 4,300 7.0%
2019" 63,600 58,100 5,500 8.6%

@ Includes persons involved in labor-managemenetdisputes.

@ Includes all persons without jobs who are actiwelgking work.

®  The unemployment rate is computed from unrounded; dherefore, it may differ from rates computed
from rounded figures in this table.

@ Preliminary as of January, 2019.

Source: California Employment Development Departme

Major Employers

Major employers in the County, listed without redjés the number of employees, are as follows:
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Employer Name

Ardagh Grou

BAC

Baltimore Aircoil Cc

Brake Parts Ir

Central AG Labor S\

Certain Teed Col

Cherokee Freight Lin
Chukchansi Gold Resrt & Casi
Country Villa Healthcare C
Georgi«Pacific Corj

Home Depc

Lamanuzzi & Pantaleo Cold Si
Lion Brothers Far-Newston
Madera City Ha

Madera Community Hospit
Madera High Scho

Madera Packing Sh

Madera South Highschc
Missior Bell Winery

San Joaquin Wine (

Sierra Te

Span Construction h

Valley Children's Hospiti
Valley State Prisc For Wome!
Walmar

@ Most recent data available.
Source:

MAJOR EMPLOYERS
County of Madera

Location
Mader:
Mader:
Mader:
Chowchille
Mader:
Chowchille
Mader:
Coarsegol
Mader:
Mader:
Mader:
Mader:
Mader:
Mader:
Mader:
Mader:
Mader:
Mader:
Mader:
Mader:
Oakhurs
Mader:
Mader:
Chowchille
Mader:

Employer Database, 2019 2nd Edition.

Income

Total personal income in the County increased by%4between 2008 and 2017, representing an

average annual growth rate of 3.46%. Per capitaopal income in the County grew by 30.8% during th

Industry
Glass Containers (mfi

Assembly & Fabricating Service (mf
Refrigerating Equip Supls & Pa-Mfrs
Brake-Manufacturer

Labor Contractol

Building Material-Manufacturer
Truckinc-Motor Freigh

Resort:

Senior Citizens Servi

Sawmills (mfrs

Home Centel

Fruits & Vegetable-Harvesting
FarmingService

Government Office-City/Village & Twp
Hospital:

School

Shed-Tool & Utility

School District

Wineries (mfrs

Wineries (mfrs

Telephone Compani
Contractor-Equip/Supl-DIrs/Svc (whls
Hospital:

Government Office-State

Department Stort

California Economic Development Departmest extracted from America’s Labor Market Inforioat System

time, representing an average annual compound grofx8.08%.
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The following tables summarize personal incometlier County and per capita personal income for the
County, the State and the United States of Amdac2008 to 2017.

PERSONAL INCOME
2008-2017
(in thousands)

Madera Annual
Year County Percent Change
200¢ $3,983,18 1.7¢%
200¢ 3,863,78: (3.09
201(¢ 4,294,62 10.0¢
2011 4,550,50! 5.62
201z 4,806,49. 5.3¢
201¢ 5,021,92. 4.2¢
201¢ 5,495,39: 8.62
201t 5,601,67: 1.9C
201¢ 5,752,45 2.62
2017*Y  6,087,19 5.5(

@ Most recent data available.
Source: U.S. Department of Commerce, Bureau oh&woic Analysis.

PER CAPITA PERSONAL INCOME

2008-2017
Year Madera County California United State:
200¢ $26,84! $43,89! $40,90:
200¢ 25,89: 42,05( 39,28
201( 28,43¢ 43,60¢ 40,54¢
2011 29,96 46,14 42,72"
201z 31,64 48,75: 44,58
201: 33,07¢ 49,17: 44,82¢
201¢ 35,66 52,23: 47,02
201¢ 36,27: 55,67¢ 48,94(
201¢ 37,12: 57,49’ 49,83:
2017W 38,79¢ 59,79¢ 51,64(

@ Most recent data available.
Source: U.S. Department of Commerce, Bureau oh&woic Analysis.
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Retail Sales

Taxable sales in the City and the County are shbelow. Between 2012 and 2016, taxable sales
increased by 15.2% in the City and by 13.7% inGoenty. The largest taxable sales sectors in thenty are

service stations, other retail stores, and auttedeand auto supplies.

TAXABLE SALES, 2012-2016
City of Madera
(dollars in thousands)

Number of Total
Year Outlets (July 1) Taxable Sales
201z 1,10¢ $566,39¢
201: 1,02: 615,16t
201¢ 1,04« 652,10
201¢ 1,20¢ 649,82
2016 1,26¢ 652,69:

@ Most recent data available.
Source: California Board of Equalization.

TAXABLE SALES, 2012-2016
County of Madera
(in thousands)

2012 2013 2014 2015 2016"

Apparel Store $ 21,92 $ 30,79C $ 32,04: $ 349 $ 38,02
General Merchandis @ 71,79: 73,48¢ 78,29. 82,23.
Food Store 96,51¢ 94,78¢ 98,53: 96,58! 99,94¢
Eating & Drinking Place 145,74: 104,88 114,044 119,23: 130,30:
Home Furnishings & Applianc 18,80: 21,94( 22,88: 22,25¢ 26,95¢
Building Material & Farm Implemen 97,70( 113,58« 118,00: 125,19: 129,62!
Auto Dealers and Auto Suppl 142,791 160,14: 174,17: 191,63t 209,02t
Service Statior 282,84! 267,44: 269,47 228,93: 212,43:
Other Retail Store 145,75; 89,94! 90,38¢ 100,76t 105,30¢

Total Retail Store $ 905,67 $ 955,30¢ $ 993,02! $ 997,86. $1,033,85
All Other Outlet: $ 450,05 $ 484.89¢ $ 507,18 $ 523,01¢ $ 507,67

Total All Outlet: $1,355,73 $1,440,20 $1,500,21  $1,520,88  $1,541,52

@ Most recent data available.

@ For 2010-2012, “General Merchandise” sales areided in “Other Retail Group.”

Source: California Board of Equalization.
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Building Permits and Valuations

The number and valuation of building permits issuwéith the City and the County between 2013 and
2017 are shown below.

BUILDING PERMITS AND VALUATIONS

City of Madera
2013 to 2017
2013 2014 2015 2016 2017
Valuation:
Residential $17,243,669 $19,640,123 $20,025,858 27,956,306 $26,269,870
Non-residential 12,955,598 11,677.404 6,873,764 8,219,786 4,452,882
Total $30,199,267 $19,651,800 $26,899,622 FE0D2 $30,722,752
Residential Units
Single family 140 158 145 190 117
Multiple family - - - - -
Total 140 158 145 190 117

@ Most recent data available.
Source: California Homebuilding Foundation.

BUILDING PERMITS AND VALUATIONS
County of Madera
2013 to 2017

2013 2014 2015 2016 2017
Valuation:
Residential $35,364,860 $37,505,510 $ 42,130,03856,759,760  $112,414,179
Non-residential 24,335,334 33,880,438 64,151,419 32,091,363 42,925,446
Total $59,700,194 $71,385,948 $106,281,453 888123  $155,339,625
Residential Units
Single family 210 210 203 304 410
Multiple family 4 4 - - -
Total 214 214 203 304 410

@ Most recent data available.
Source: California Homebuilding Foundation.

Transportation

Madera County is located in California’s San Joag¢alley. The County is served by State Highway
99, one of the State’s major north-south transpiortaroutes. State Highways 152, 145, and 41 pevi
convenient access to U.S. Interstate 5, locatediE® west of the City via State Route 152.

Rail services are provided by Burlington NortherSanta Fe Railroad and the Union Pacific Railroad.
Scheduled air service to destinations in majoegitn western states and in Mexico is availablihat

Fresno Yosemite International Airport located wittd0 minutes of the City. General aviation fdieit are
located at the Madera Airport and the ChowchillgpAit.
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APPENDIX F
COUNTY OF MADERA

OFFICE OF THE TREASURER TAX-COLLECTOR
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INVESTMENT POLICY

of the Commingled Investment Pool
for the Year 2019

Valid 1/1/2019 to 12/31/2019

Tracy Kennedy
Treasurer-Tax Collector

County of Madera
200 W. 4th Street, 2nd Floor
Madera, CA 93637
Phone: (559) 675-7713 = Fax: (559) 673-0262
E-mail: treasurer@madera-county.com
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POLICY STATEMENT

The Treasurer/Tax Collector is responsible for investing the surplus funds in the County
Treasury in accordance with the California Government Code, Sections 53601 et. seq. and the
Prudent Investor Standard. The surplus funds will be invested in such a manner following the
fundamental principles of safety, liquidity and yield - in that order.

j

SAFETY/LEGALITY

Investments should be made in instruments of high quality to avoid credit risk and/or
loss of principal. Investments susceptible to wide price fluctuations due to market
volatility should be avoided. Investments shall only be made in instruments legally
permissible by the California Government Code, as hereafter amended for Madera
County’s needs.

LIQUIDITY

Investments should be made in instruments maturing in such a manner to meet daily
demands upon the Treasury. A certain degree of highly liquid instruments should be
maintained at all times to accommodate unforeseen withdrawals or respond to
opportunities for transactions arising from changing market conditions.

YIELD

Because the County Treasurer is responsible for receiving and safekeeping ALL monies
belonging to the county and all other monies directed by law to be paid into the
treasury, investments are made for cash flow purposes first and yield is secondary.
Operating within such parameters of safety and liquidity, the most favorable yield
would then be considered.

TREASURY OVERSIGHT COMMITTEE

The County Treasurer shall consult with and nominate to the Board of Supervisors
certain potential committee members. The number of members on the committee shall
be determined mutually by the Board and the County Treasurer; therefore the Madera
County Board of Supervisors designated the Auditor-Controller, the County Office of
Education and the County Treasurer on May 6, 1997 and increased the membership to
nine members on January 14, 2014. On May 5, 2015, through Resolution 2015-063, the
Board of Supervisors decreased the membership from nine (9) to seven (7)
representatives. On September 5, 2017, through Resolution 2017-116, the Board of
Supervisors decreased the membership, again, from seven (7) to five (5)
representatives from the following entities or areas, who shall be recommended to the
Board of Supervisors by the County Treasurer:

a. The County Treasurer

b. The County Auditor-Controller

¢. The County Superintendent of Schools or his or herdesignee



d. Arepresentative selected by a majority of the presiding officers of the
legislative bodies of the special districts in the county, that are required or
authorized to deposit funds in the county treasury.

e. One (1) member of the public, who has expertise in, or an academic
background in, public finance.

5. AUDITING

Investment confirmations are received by an employee other than the individual
performing the investment duties. The confirmations will be compared with
information already recorded for that transaction. Any discrepancy will be reported to
the County Treasurer for correction.

Quarterly, the County Auditor performs a cash count of the County Treasury. Outside
auditors annually audit the County, including the office of the County Treasurer based
on a set of agreed upon procedures. Annually, the county treasury oversight committee,
consistent with Government Code § 27134, “shall cause an annual audit to be
conducted to determine compliance with this article and the investment policy”.
Pursuant to Government Code § 27135, the costs of the audit to determine compliance
may be included with those costs enumerated under Section 27013 of the Government
Code.

6. REPORTING

The County Treasurer shall provide monthly, but not less than quarterly, a report of
investments to all participating agencies not later than 30 days following the end of
each quarter, to the Treasury Oversight Committee, the County Board of Supervisors,
and County Superintendent of Schools, Madera Unified School District, and Special
Districts. The monthly report will include a list of holdings as of the last day of the
month and note:

the type of investment

the institution

date of maturity

par amount

book value

end of month market value and source ofvalue

a statement of compliance or an explanation of any variance, and

a statement of the ability to meet the pools expenditure requirement forthe
next six months or an explanation of why the expenditure requirement
cannot be met

BN W e



The County Treasurer shall annually prepare an investment policy that will be reviewed
and monitored by the legislative body of the local agency and the treasury oversight
committee (Gov Code § 27133).

. SECURITY DEALERS & BROKERS

The County Treasurer shall determine which financial institutions are authorized to
provide investment services to the County for the investment of County funds.

The Treasurer may trade or place securities with Broker/Dealers or Broker/Dealer
firms who meet the following criteria:

A. A Primary government dealer as designated by the Federal Reserve Bank of New
York;
B. The Federal Reserve Bank;
C. A Nationally or state-chartered bank;
D. Banks identified as one of the top 100 banks in the world, or
1. Banks, brokers or dealers whose transactions are guaranteed by one of the
top 100 banks in the world, or
2. Banks, brokers or dealers whose parent company is one of the top 100 banks
in the world.
E. Individual Broker/Dealer or Broker/Dealer firms provided theyare:
1. Registered and in good standing with the National Association of Securities
Dealers (NASD);
2. Licensed to conduct business in the State of California;
3. Have net capital in excess of $10 million with liquidity lines of $50 millionor
more; and
4. Have primary account representatives with five or more years experience in
Madera County Pool Investment transactions.

Selection of financial institutions and broker/dealers authorized to engage in
transactions with the County shall be accomplished at the sole discretion of the County

Treasurer.

All potential broker/dealers will fill out a County questionnaire about their experience
and capital of their respective companies. These questionnaires will be kept on file in
the County Treasurer’s office.

Broker/dealers or securities firms that make a political contribution to the County
Treasurer exceeding the limitations contained in Rule G-37 of the Municipal Securities
Rulemaking Board within four years following January 1, 1996, may not be selected to
do business.



8. POOL PARTICIPANTS-INVOLUNTARY

Many of the funds on deposit in the County Treasury are funds under the control of the
Board of Supervisors, such as those relating to the general ledger and other trust funds.
State law requires school districts to deposit their funds in the county treasury unless
the school board declares funds to be excess funds, in which case funds can be invested
outside the county treasury. As such, the school districts are considered a mandatory
depositor. Special districts and cemetery districts are also required to deposit their
funds in the county treasury.

9. POOL PARTICIPANTS-VOLUNTARY

A voluntary participant is any local agency who has applied for and been granted
participation in the county investment pool. The local agency’s treasurer or other official
responsible for their funds has determined that they have excess funds which are not
required for immediate use. Once the excess funds are identified, the local agency’s
legislative or governing body must adopt a resolution that authorizes the investment of
the funds pursuant to Section 53684, and with the consent of the County Treasurer,
deposit the excess funds in the county treasury for the purpose of investment by the
County Treasurer pursuant to Section 53601 or 53635. The resolution shall specify that
the local agency acknowledges and is willing to be bound by the withdrawal provisions
of Section 27136, and that administrative charges will be deducted by the Treasurer as
permitted by Sections 53684 (b) and 27013. The Treasurer shall approve or disapprove
such agency’s request in writing. At this time there are NO Voluntary Depositors in the
County Treasury Pool.

10. WITHDRAWAL OF FUNDS FROM COUNTY POOL

Pursuant to Government Code Section 27136 any entity wishing to withdraw funds
from the county treasury pool for the purpose of investing or depositing those funds
outside the county treasury pool, shall first submit the request for withdrawal to the
county treasurer before withdrawing funds from the pool. For any withdrawal over $2_
million, it will be necessary to have 2 days notice in writing and withdrawals over $5
million will require a one week notice in writing.

11.DELEGATION OF INVESTMENT AUTHORITY

Effective January 1, 1997, Government Code § 27000.1 required the Board of
Supervisors to delegate authority to invest or reinvest County funds and funds of other
depositors by ordinance. Madera County Ordinance 216B established its delegation of
investment authority to the County Treasurer.



Government Code § 53607 limits such authority to a one-year period. The County
Treasurer then assumes full responsibility for those investment transactions until the
delegation of authority is revoked or expires. Under current legislation, a renewal of
such authority to invest is hereinafter achieved through an annual Board Resolution
with an effective period between July 1stand June 30t of the following year.

12.AUTHORIZED INVESTMENTS AND LIMITS

The County may invest surplus funds from among the following authorized investments
and within limits as specified. The percent of limitation for a particular category of
investment shall only apply at the date of purchase. Additionally, a percent change that
results from an increase or decrease of values or assets shall not constitute a limitation
violation. Some instruments have no limit and no limit is specified, however the Rule of
Prudence should apply.

A.

Bonds issued by the local agency, including bonds payable solely out of the
revenue from a revenue-producing property owned, controlled, or operated by
the local agency or by a department, board, agency or authority of the local
agency.

United States Treasury Bills, Notes, Bonds, and Certificates of Indebtedness,
and those for which the full faith and credit of the United States is pledged for

the payment of principal and interest. There is no percentage limit on the total
dollar amount that may be invested in theseissues.

Registered state warrants or treasury notes or bonds of this state, including
bonds payable solely out of the revenues from a revenue-producing property
owned, controlled, or operated by the state or by a department, board, agency or
authority of the state up to 1 million dollars.

Bonds, notes, warrants, or other evidences of indebtedness of any localagency
within this state, including bonds payable solely out of the revenues from a
revenue-producing property owned, controlled, or operated by the local agency,
or by a department, board, agency, or authority of the local agency.

Obligations issued by Federal agency or United States government-sponsored
enterprise obligations, participations, or other instruments, including those
issued by or fully guaranteed as to principal and interest by federal agencies or
United States government-sponsored enterprises. Although there is no
percentage limit on the total dollar amount that may be invested in these issues,
the Rule of Prudence should apply for a single agency name.

1. Structured rate securities: Generally investments in these types of securities
are allowed as long as there is no risk of a zero coupon or loss of principal.



Specifically prohibited are inverse floaters, range notes or interest only strips
derived from a pool of mortgages.

Bills of Exchange or Time Drafts drawn on and accepted by a commercial bank,
otherwise known as Banker’s Acceptances, both domestic and foreign, which are
eligible for purchase by the Federal Reserve System. Purchases of Banker’s
Acceptances may not exceed 180 days maturity or 40 percent of the surplus
funds in the County Treasury. However, no more than 30 percent of the
Treasury’s surplus funds may be invested in the banker’s acceptances of any one
commercial bank.

Commercial Paper The County may invest in commercial paper subject to the
following concentration limits:

1. No more than 40 percent of the County’s money may be invested in eligible
commerecial paper.

2. No more than 10 percent of the total assets of the investments held by
the County may be invested in any one issuer’s commercial paper, and

3. Eligible commercial paper shall have a maximum maturity of 270 days orless.

Negotiable Certificates of Deposit issued by a Federal or State Chartered bank
or savings and loan association. Any investment in Negotiable Certificates of
deposit may not exceed 30 percent of the County’s surplus money, which may be
invested. No more than 5 percent of the total portfolio shall be invested in any
one name.

Non-negotiable Time Certificates of Deposit issued by a Federally or State

Chartered bank or a savings and loan association. These require full
collateralization with government securities (110%) or mortgages (150%) in
accordance with Government Code Section 53651. The Treasurer will determine
eligibility of banks and savings and loans through the Findley report, which rates
California Financial Institutions and ratings of the major rating agencies,
Moody’s, Standard & Poor’s and Fitch.

Investments with qualified institutions shall be equally distributed providing
yields on investments are comparable. Investments with any one type of
institution shall not exceed 50 percent of the portfolio and investments with any
one institution shall not exceed 15 percent of the portfolio.

Investments shall be placed only with institutions with established stability and
performance. All factors being equal, preference shall be given to institutions
within Madera County.

Investments in Repurchase Agreements shall be restricted to Federally or
Stat Chartered banks or primary security dealers with whom the Treasurerhas
entered into a Master Repurchase Agreement. A Repurchase Agreement is a
purchase of securities by the County pursuant to an agreement by which the

6



M.

Bank/Dealer agrees to repurchase the securities on a specified date. Securities
purchased through Repurchase Agreements from the Bank/Dealer are United
States Treasury Bills, Notes or Certificates of Indebtedness, or instruments of or
issued by a federal agency of the United States as authorized by section 12.B
above, or money market instruments.

Investments in Reverse Repurchase Agreements or securities lending
agreements are authorized so long as the proceeds are invested solely to
supplement the income normally received from the securities. A Reverse
Repurchase Agreement is a sale of securities by the County pursuant to an
agreement by which the county will repurchase such securities on or before a
specified date and for a specified amount.

1. Reverse Repurchase Agreements is limited to 20% of the portfolio and only
for specified purposes.

Medium Term Corporate Notes (MTN) of a maximum of five years maturity
issued by corporations organized and operating within the United States or by
depository institutions licensed by the United States or any state and operating
within the United States. Securities eligible for Investment shall be rated in a
rating category of “A” or its equivalent, or better, by a nationally recognized
rating agency.

Purchase of MTN may not exceed 30 percent of the surplus funds in the County
Treasury.

Shares of Mutual Funds issued by diversified management companies, as
defined in Section 23701 of the Revenue and Taxation Code, investing only in the
securities and obligations as authorized by Government Code Section 53635. To
be eligible for investment, these companies shall either: (1) attain the highest
ranking or the higher letter and numerical rating provided by not less than two
of the three largest nationally recognized rating services; or 2) have an
investment advisor registered or exempt from registration with the Securities
and Exchange Commission with not less than five years experience investing in
the securities and obligations as authorized and with assets under management
in excess of five hundred million dollars ($500,000,000.00). The purchase price
of shares of mutual funds shall not include any commission that these companies
may charge and shall not exceed 15 percent of the surplus funds in the County
Treasury.

Investments of funds in the Local Agency Investment Fund (LAIF- State of

California) created by law, which the State Treasurer invests through the
Pooled Money Investment Account. Money invested in LAIF isavailable



overnight liquidity; however, it is also subject to a limited number of
transactions per month. Money shall be placed in LAIF as alternative liquid
investments under guidelines of this policy pertaining to yield. Investment of
funds in the LAIF is limited to the maximum amount set by the California State
Treasurer.

N. Shares of Beneficial Interest issued by joint powers authority (JPA) organized
pursuant to Section 6509.7 that invests in the securities and obligations
authorized in subdivisions (a) to (n), of section 53601 inclusive. Each share shall
represent an equal proportional interest in the underlying pool of securities
owned by the joint powers authority. To be eligible under this section, the joint
powers authority shall have retained an investment adviser that meets all of the
following criteria:

1. The adviser is registered or exempt from registration with the Securities and
Exchange Commission.

2. Has not less than five years experience investing in the securities and
obligations as authorized, and

3. Have assets under management in excess of five hundred million dollars
($500,000,000.00).

0. Supranationals United States dollars denominated senior unsecured
unsubordinated obligations issued or unconditionally guaranteed by the
International Bank for Reconstruction and Development, International Finance
Corporation, or Inter-American Development Bank, with a maximum remaining
maturity of five years or less, and eligible for purchase and sale within the
United States. Investments under this subdivision shall be rated in a rated
category “AA” or its equivalent or better by an NRSRO and shall not exceed 30
percent of the agency’s moneys that may be invested pursuant to this section.

P. Certificate of Deposit Account Registry Service (CDARS) Deposits placed

through CDARS are distributed into individual Certificates of Deposit (CD) of
less than $250,000 each that are fully FDIC insured, and placed through a
network participating bank that uses the CD Account Registry Service, a private
entity that assists in the placement of the individual CDs.

13.CONFIRMATION

All confirmations should be reviewed for conformity with the original transaction by an
individual who did not originate the transaction.



14.APPROVAL OF DEPOSITS

All financial institutions whether investment banks and dealers or commercial banks or
savings and loans must be approved by the County Treasurer before receiving county
funds. All firms with whom the County does business should have a strong capital base and
have received an overall rating of not less than “satisfactory” in its most recent evaluation
by the appropriate federal agency before any investments or deposits are placed with such
firms.

15.LOSSES

Generally, losses are acceptable on a sale before maturity and should be taken if reinvested
proceeds will earn an income flow with a present value higher than the present value of the
income flow that would have been generated by the old investment.

15A. MAXIMUM RATE OF RETURN AND ALLOCATION OF LOSSES

The Pooled Investment Fund is designed with the objective of attaining a market rate of
return throughout budgetary and economic cycles, taking into account the investment
risk constraints and liquidity needs. Return on investments, while important, is
secondary to the safety and liquidity objectives.

The core of investments is limited to relatively low risk securities in anticipation of
earning a fair return relative to the risk being assumed. Securities may be sold prior to
maturity for the following reasons:

1. A declining credit security, to minimize loss of principal,and/or

2. A security swap, to improve the quality, yield, or target duration inthe
portfolio, and/or

3. The liquidity needs of the portfolio require that the security be sold.

If there is a realized loss of principal on a particular security, the loss will first be
allocated against the interest earned on that security in the quarter in which the
security is sold.

If the security’s current interest is not sufficient to cover the loss, then the Auditor-
Controller may allocate the loss against the total current and future portfolio interest
earnings.

In the event of an imminent loss of principal for which the security’s interest would not
be sufficient to cover the loss, the Auditor-Controller may withhold from the total
current and future portfolio interest earnings to reserve against a future maximum
anticipated actual loss.



In the event that an estimated loss does not materialize, or is less than the set aside, the
funds reserved from interest earnings to cover the estimated loss would be
immediately released and apportioned on the following quarter to the interest earning
funds in the pool. :

16.SAFEKEEPING
Investment securities are to be held in customer-segregated safekeeping accounts
(excluding Non-Negotiable Time Certificates of Deposit). The County’s eligible investment
securities are held with Wells Fargo Bank, N.A., effective May 1, 2012.

17. “WAIVER OF SECURITY” ON DEPOSITS

“Waiver of Security” on deposits covered by FDIC or FSLIC insurance shall be at the
discretion of the Treasurer and will require the Treasurer’s signature.

18.CREDIT FOR INTEREST RATES

California Government Code, Section 53684 (b) requires county treasurers to apportion
quarterly to the local agencies or districts any interest earned from the investment of
funds. Interest earned is in an amount proportionate to the average daily balance of the
amounts the local agencies or districts deposit. The County Auditor-Controller shall
conduct the apportionment process based on the net earnings of the Pool each quarter.

19.MAXIMUM DAYS TO MATURITY

Investment decisions are made with regard to safety, liquidity, cash flow needs and yield as
a matter of policy. The Government Code allows maturities to 5 years. Over 5 years
requires Board approval. Generally the maximum average time to maturity of County
investments shall not exceed 2 years or 730 days. However, if extending maturities permit
trading and portfolio advantages without significantly affecting cash flow needs, maturities
may be extended past the prescribed limit.

20.PRUDENT INVESTOR STANDARD

The county treasurer is a trustee and therefore a fiduciary subject to the prudent investor
standard. When investing, reinvesting, purchasing, acquiring, exchanging, selling and
managing public funds, the county treasurer shall act with care, skill, prudence, and
diligence under the circumstances then prevailing that a prudent person acting in a like
capacity and familiarity with those matters would use in the conduct of funds of a like
character and with like aims, to safeguard the principal and maintain the liquidity needs of
the county and the other depositors. Within the limitations of this section and considering
individual investments as part of an overall strategy, a trustee is authorized to acquire
investments as authorized by law. Nothing in this chapter is intended to grant investment
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authority to any person or governing body except as provided in Sections 53601, 53607,
and 53635.

20A. INDEMNIFICATIONS

The Treasurer and her staff, when acting in accordance with written procedures and
this investment policy and exercising due diligence shall be relieved of personal
responsibility for an individual security’s credit risk or market price changes.
Investments shall be made with judgment and care under circumstances then
prevailing which persons of prudence, discretion and intelligence exercise in the
management of their own affairs. Investments will not be made for speculation but for
investment considering safety of capital as well as probable income to be derived.

21.COSTS OF MANAGING TREASURY COMMINGLED POOL (Government Code § 27013)

Actual costs of investing, depositing, banking, auditing, reporting and managing treasury
pool funds are deducted from the gross interest earned account, the balance is then
apportioned to the accounts on an average daily balance method. Certain staff are
dedicated solely to Treasury functions and appropriately charged to the maintenance of the
funds. Banking fees are charged in arrears after the costs for the previous quarter are
known. Special functions or services required or requested by a certain entity are paid by
that entity.

For directed investments outside of the county co-mingled pool, the charge shall be $120
per investment.

22.CONFLICT OF INTEREST

No employee may directly or indirectly accept or solicit from any person, corporation or
group having a business relationship with the County, any rebate or kickback. No employee
of the Treasurer’s office shall outside of working hours, engage in any profession, trade,
business or occupation, which is incompatible or involves a conflict of interest with his/her
duties as a County Officer or employee.

23.RECEIPT OF HONORARIA, GIFTS AND GRATUITIES

Members of the County Treasury Oversight Committee have limits on the receipt of
honoraria, gift or gratuity from any advisor, broker, dealer, banker, or other person with
whom the county treasury conducts business. These limits may be in addition to the limits
set by a committee member’s own agency, by state law, or by the Fair Political Practices
Commission. (Government Code §27133 (d))
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Date 11/28/2018

//W ’

Treasurer - Tax Collector

Tracy Kenne{y

County of Madera

J

Allowable Investments Permitted by California Government Code

[ INSTRUMENT OVERNIGHT | 180DAYS | 270DAYS | 1VEAR | 5YEARS BEYOND 5 YEARS

U.S. TREASURIES BOARD APPROVAL REQUIRED

“ FEDERAL AGENCIES BOARD APPROVAL REQUIRED

g MUNICIPAL SECURITIES BOARD APPROVAL REQUIRED

3 NEGOTIABLE CERTIFICATES OF DEPOSIT) BOARD APPROVAL REQUIRED

2 COMMERCIAL PAPER

2 BANKERS' ACCEPTANCES,

3 | MEDIUM-TERM CORPORATE BONDS ("A" OR BETTER)

2 ASSET-BACKED SECURITIES (ABS)

g‘, REPURCHASE AGREEMENTS

3 MONEY MARKET FUNDS

LOCAL GOVERNMENT INVESTMENT POOLS
FOREIGN SOVEREIGN/SUPRANATIONALS

COMMERCIAL MBS

g - HIGH-YIELD
&g PRIVATE PLACEMENTS
3 & CONVERTIBLES
3 NON-U.S. DOLLAR INVESTMENT GRADE
EMERGING MARKETS DEBT

DOMESTIC SMALL/MID CAP

= DOMESTIC LARGE CAP
2 DOMESTIC VALUE/GROWTH
g- INTERNATIONAL SMALL/MID CAP
INTERNATIONAL LARGE CAP

EMERGING MARKETS

COMMODITIES

4 REAL ESTATE
3 HEDGE FUNDS
!‘5’, PRIVATE EQUITY
3 VENTURE CAPITAL

TANGIBLE ASSETS
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