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RESOLUTION NO. 1991-138

RESOLUTION AUTHORIZING THE ISSUANCE AND SALE OF NOT TO EXCEED
$60,000,000 PRINCIPAL AMOUNTOF PIMA COUNTY, ARIZONA SEWER
REVENUEREFUNDING BONDS, SERIES 1991; PRESCRIBING THE FORMAND
OTHER DETAILS OF SAID BONDS; PROVIDING FOR THE COLLECTION AND
DISPOSITION OF THE REVENUES TO BE DERIVED FROM THE COUNTY’S
SEWER SYSTEM; MAKING OTHER PROVISIONS WITH RESPECT TO THE
OPERATION OF SAID SEWERSYSTEM; PROVIDING FOR THE SECURITY AND
PAYMENT OF SAID BONDS; AUTHORIZING THE EXECUTION OF A DEPOSI-
TORY TRUST AGREEMENTFOR THE SAFEKEEPING AND HANDLING OF THE
SECURITIES PURCHASEDWITH THE PROCEEDSOF THE BONDS; AUTHO-
RIZING THE EXECUTION OF A REGISTRAR, TRANSFER AND PAYING AGENT
AGREEMENT; AUTHORIZING THE PURCHASEOF BOND AND RESERVE FUND
INSURANCE OR GUARANTIES; APPROVING THE DISTRIBUTION OF A FINAL
OFFICIAL STATEMENT; AND RATIFYING THE ACTIONS OF ALL OFFICERS
AND AGENTS OF THE COUNTY WITH RESPECT TO THE BONDS AND THE
PRELIMINARY OFFICIAL STATEMENT.

WHEREAS, pursuant to Title 11, Chapter 2, Article 4,
Arizona Revised Statutes, as amended, Pima County, Arizona
(the t’County”) will refund the following respective maturities
and amounts of the County’s revenue bonds issued for sewer
purposes:

Pima County, Arizona, Sewer
February 1, 1980

Revenue Bonds, Series 1980, dated

Maturity
Date

ruary ..L)
1992
1993
1994
1995
2010

Principal
Amount

$~445,000
480,000
515,000
555,000

16,345,000

Interest
Rate

~8.00%
8.00%
8.00%
7.00%
7.70%

Pima County, Arizona, Sewer
April 1, 1984

Revenue Bonds, Series 1984, dated

Maturity
Date

(July~)j
- 1992

1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

Principal
Amount

~ 0, 000
250,000
250,000
300,000
300,000
325,000
325,000

1,300,000
1,425,000
1,575,000
1,750,000

Interest
Rate

- 11.50%
11.50%
11.50%
11.50%
11 • 50%
10.10%

9.50%
9.50%
9.60%
9.60%
9.70%



Pima County, Arizona, Sewer Revenue Refunding Bonds, Series
1985, dated December 1, 1985

Mat u r i t y
Date

(July 1)
1992
1993
1994
1995
1996
1997
1998

Principal
Amount

470,000
510,000
570,000
605,000
660,000
715,000
815,000

Interest
Rate

7.00%
7.25%
7.50%
7.70%
7 . 80%
7.90%
8.00%

Pima County, Arizona, Sewer Revenue Bonds, Project of 1985,
dated April 1, 1986

Maturity
Date

(July 1)
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Pr i nc i pa 1
Amount

340,000
370,000
405,000
435,000
475,000
515,000
560,000
610,000
665,000
720,000
785,000
850,000
925,000

1,005,000

Interest
Rate

8.40%
8.40%
8.00%
6.40%
6.50%
6.65%
6.75%
6.90%
7 .00%
7.10%
7.10%
7.20%
7.20%
6.40%’

Project of 1986,

Mat Ur it y
Date

~ y~jj
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

Principal
Amout

350,000
375,000
400,000
425,000
450,000
475,000
525,000
550,000
600,000
650,000
700,000

Interest
Rate
8.25%
8.25%
8.25%
8,25%
6.70%
6.40%
6.60%
6.70%
6.80%
6.90%
6.90%

Pima County, Arizona, Sewer Revenue Bonds,
Series A (1986), dated October 1, 1986
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2003
2004
2005
2006

Maturity
Date

(July 1)
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

750,000
800,000
875,000
925,000

Principal
Amount

290,000
310,000
330,000
355,000
380 ,000
405,000
435,000
470,000
505,000
540,000
585,000
630,000
680,000
735,000
795,000
860,000
930,000

7.00%
7.00%
6. 25%
6.25%

Interest
Rate
8.75%
8.75%
8.75%
8.75%
8,75%
7.70%
6.75%
6.80%
7.00%
7.10%
7.20%
7.25%
7 • 30%
7. 00%
7.00%
7.00%
7 .00%

The foregoing revenue bonds are
“Bonds Being Refunded”; and

hereinafter referred to as the

WHEREAS, the Bonds will be sold to a syndicate
managed by Rauscher Pierce Refsnes,Inc. (collectively, the
“Purchaser’1); and

WHEREAS, by this resolution, this Board of
Supervisors (the “Board”) will authorize and provide for the
issuance and sale of not to exceed $60,000,000 principal
amount of Pima County, Arizona Sewer Revenue Refunding Bonds,
Series 1991 to advance refund the Bonds Being Refunded, set
the maximum interest rate thereon, maximum term of the Series
1991 Bonds, maximum principal amount of Bonds to be issued and
authorize the Chairman to accept an offer of the Purchasers
(the “Offer”) to purchase the Bonds and to execute the Bond
Purchase Contract binding the County to issue and deliver the
Bonds if the Offer is within the maximum amounts, terms and
rates prescribed herein and the Chairman determines it to be
in the County’s best interest to accept the Offer; and

WHEREAS, all acts, conditions and things required by
the Constitution and the laws of the State of Arizona (the
“State”) to happen, exist and be performed precedent to and in

Pima County, Arizona, Sewer Revenue Bonds, Series of 1988,
dated March 1, 1988
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the adoption of this resolution have happened, exist and have
been performed as required to make this resolution a valid and
binding instrument for the security of the Bonds authorized
herein; and

WHEREAS, this Board is now empowered to proceed with
the issuance and sale of the Bonds;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF
SUPERVISORS OF PIMA COUNTY, ARIZONA, AS FOLLOWS:

Section 1. Authority. The Bonds authorized herein
are issued pursuant to Section 11—264.01, Arizona Revised
Statutes, as amended, and other applicable provisions of
law. This resolution will stay in full force and effect until
all Bonds authorized hereunder are fully paid or provided for
and all Policy Costs shall have been paid in full.

Section ?. Definitions; Interpretation.

A. Definitions. The following terms shall have
the following meanings ],n this resolution unless the text
expressly or by necessary implication requires otherwise:

“Accreted Value” shall mean, with respect to Capital
Appreciation Bonds, as of the date of calculation, the initial
principal amount thereof plus interest accrued thereon to such
calculation’ date, compounded from the date of initial delivery
at the interest rate thereof on stated dates, as set forth in
the resolution authorizing the issuance of such Capital
Appreciation Bonds.

“Agreement” shall mean any agreement between a
Reserve Fund Guarantor and the County, pertaining to a Reserve
Fund Guarantor’s reimbursement in the event of a Drawdown, as
such Agreement may be amended, modified or supplemented from
time to time.

“Assumed Interest Rate” shall mean an interest rate
for Variable Rate Obligations at the computation date computed
to be the lesser of (i) the maximum rate which Bonds of such
series may bear under the terms of their issuance or (ii) the
rate of interest then established, for long—term bonds by the
30—year revenue bond index most recently published by The Bond
Buyer of New York, New York prior to the date of compu’Eà�ion
(‘or in the absence of such published index, some other index
selected in good faith by the Finance Director of the County
after consultation with one or more reputable, experienced
investment bankers as being equivalent thereto).

“Average Annual Debt Service’ shall mean, at the
time of computation, the average of each Bond Year’s aggregate
scheduled Bond principal and interest requirements; when
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computing Average Annual Debt Service, Variable Rate Obliga-
tions shall be deemed to bear interest at the Assumed Interest
Rate and Bonds subject to mandatory redemption shall be
treated as maturing on their respective mandatory redemption
dates and not at their stated maturity date and interest shall
be deemed to cease on Bonds subject to mandatory redemption at
the scheduled mandatory redemption dates.

“Beneficial Owner” shall mean the owner of any
beneficial LTEifl~iCTii’mny Book—Entry Bond as shown on the
records of any Direct or Indirect Participant.

“Board” shall mean the Board ofSupervisors of the
County.

“Bond Fund” shall mean the Bond Fund created
pursuant to Section 10 hereof.

“Bond Insurer” shall mean an issuer of a Municipal
Bond Insurance Policy pertaining to the Bonds or any part
thereof.

“Bond Register” shall mean the registration books
pertaining to the ownership and transfer of the Bonds
maintained by the Bond Registrar on behalf of the County.

“Bond Registrar” shall mean The Valley National Bank
of Arizona,Thr its successor as bond registrar.

“Bonds” shall mean the Pima County, Arizona Sewer
Revenue Refunding Bonds, Series 1991, authorized to be issued
herein and all Parity Bonds.

“Bond Year” shall mean initially the period from the
date of the~eries 1991 Bonds to July 1, 1992, and thereafter
the one—year period commencing each July 2 and ending on the
next forthcoming July 1. A Bond Year shall correspond to the
Fiscal Year beginning on July 1 of the same year and ending on
June 30 of the next year.

“Book—Entry Bonds” shall mean, initially, all Series
1991 Bonds iiid such other series or portion of a series of
Parity Bonds which are hereafter designated by the County as
Book-Entry Bonds.

“ç~~4~,alAppreciation Bonds” shall mean Parity Bonds
whose interest component is compounded semiannually on stated
dates until maturity or to a date on which such Capital Appre-
ciation Bonds are converted to Bonds paying interest
semiannually, if so permitted or required.
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“ç,~p4ta1ized Reserve Account” shall mean the
Capitalized Reserve’ ‘Account created pursuant to Section 10
hereof.

“Chairman” means the Chairman of the Board.

“Clerk” shall mean the Clerk of the Board.

“Construction Fund” shall mean the Construction Fund

created pursuant to Section 10 hereof.

“contributed Reserve Account” shall mean the
Contributed Reserve Account created pursuant to Section 10
hereof.

“Coupfl” shall mean Pima County, Arizona.

“Deficiency” shall mean the difference between (i)
the total amount due on a principal or interest payment date
for the Bonds and (ii) the amount that has been deposited in
the Bond Fund for payment to the Owners (which amount shall
not include payments made pursuant to a Municipal Bond Insur-
ance Policy or a Reserve Fund Guaranty but shall include all
moneys transferred from the Reserve Fund to the Bond Fund or
available in the Reserve Fund for such transfer).

“Depository Trust Agreement” shall mean the
agreement between the County and The Valley National Bank of
Arizona, as Trustee, regarding the holding in trust of the
securities purchased to secure payment of the Bonds Being
Refunded and other matters.

“Direct Participant” or “DTC Participant” shall mean
any broker—dealer, bank or other financial institution for
which the DTC holds Book-Entry Bonds from time to time as a
securities depository.

“Drawdown” shall mean any amount drawn by the Paying
Agent under any Reserve Fund Guaranty.

“Drawdown Date” shall mean the date on which the
Paying Agent makes a Drawdown.

“DTC” shall mean the Depository Trust Company, the
depository ¶63F the Book—Entry Bonds.

“Finance Director” shall mean the Pima County
Finance Director.

“Fiscal Year” shall mean the twelve month period
beginning ea’ch July 1 and ending on June 30th of the next
succeeding year.
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“Government Obligations” shall mean (i) direct and
general obligitions of the United States of America, or those
which are unconditionally guaranteed as to principal and
interest by the same, (ii) obligations issued by either the
Resolution Trust Corporation or the Resolution Funding
Corporation, the payment of which is ultimately backed by the
United States TreaEury; and (iii) pre—refündedmunicipal
obligations meeting the following criteria:

(a) the municipal obligations may not be callable
prior to maturity or, alternatively, the
trustee has received irrevocable instructions
concerning their calling and redemption;

(b) the municipal obligations are secured by cash
or securities described in subparagraphs (i)
and (ii) above (the “Defeasance Obligations”),
which cash or Defeasance Obligations may be
applied only to interest, principal and premium
payments of such municipal obligations;

(c) the principal of and interest on the Defeasance
Obligations (plus any cash in the fund) are
sufficient to meet the liabilities of the
municipal obligations;

(d) the Defeasance Obligations serving as security
for the municipal obligations must be held by
an escrow agent or a trustee; and

Ce) the Defeasance Obligations are not available to
satisfy any other claims, including those
against the trustee or escrow agent.

“Indirect Participant” shall mean any financial
institution for whom any DJrect Participant holds an interest
in a Book-Entry Bond.

“Maximum Annual Debt Service” shall mean, at the
time of compu�ation, the greatest scheduled Bond principal and
interest requirements occurring in the then—current, or any
subsequent, Bond Year on all Bonds Outstanding; when computing
Maximum Annual Debt Service, Variable Rate Obligations shall
be deemed to bear interest at the Assumed Interest Rate and
Bonds subject to mandatory redemption shall be treated as
maturing on their respective mandatory redemption dates and
not at their stated maturity date and interest shall be deemed
to cease on Bonds subject to mandatory redemption at the
scheduled mandatory redemption dates.



“Munic~pal Bond Insurance Policy” shall mean any
Municipal Bond Insurance Policy insuring the payment of the
principal of and interest on all or any part of the Bonds
according to their terms.

“Net Revenues” shall mean Revenues remaining after
deducting Operating Expenses.

“Operating Expenses” shall mean the reasonable and
necessary costs of System operation, maintenance, and repair,
including salaries, wages, cost of materials and supplies, and
insurance, but shall exclude depreciation, payments into the
Bond Fund, the Reserve Fund, the Reimbursement Fund and the
Rebate Fund.

“Outstandin~” or “Outstanding Bonds” when used with
reference to the Bonds, shall mean, as of any determination
date, all Bonds theretofore authenticated and delivered
except:

(a) Bonds theretofore cancelled or delivered for
cancellation;

(b) Bonds that are deemed paid and no longer
Outstanding as provided herein; and

(c) Bonds in lieu of which other Bonds have been
issued pursuant to the provisions hereof relating to Bonds
destroyed, stolen, lost or mutilated, unless evidence satis-
factory to the County Treasurer has been received that any
such Bond is owned by a bona fide purchaser.

“Owner”, except as provided in Section 17(B), shall
mean any pe~i’on who shall be the registered owner of any Bond
or Bonds Outstanding (including’, with respect to a Book—Entry
Bond, DTC or a successor depository).

“Parity Bonds” shall mean any additional Bonds
issued in accordance~ith Section 13 hereof.

“~ying Agent” shall mean The Valley National Bank
of Arizona, or its successor as paying agent.

“Permitted Investments” shall mean, to the extent
permitted by law:

1. Direct and general obligations of the United
States of America, or obligations unconditionally guaranteed
as to principal and interest by the same.
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Also permitted are evidences of ownership of
proportionate interests in future interest and principal
payments of the above United States obligations. Investments
in such proportionate interests must be limited to circum-
stances wherein (a) a Bank or trust company acts as custodian
and holds the underlying United States obligations; (b) the
owner of the investment is the real party in interest and has
the right to proceed directly and individually against the
obligor of the underlying United States obligations; and (c)
the underlying United States obligations are held in a special
account separate from the custodian’s general assets, and are
not available to satisfy any claim of the custodian, any
person claiming through the custodian, or any person to whom
the custodian may be obligated.

2. Obligations issued or guaranteed by the
following instrumentalities or agencies of the United States
of America:

(a) Federal Home Loan Bank System;
(b) Export—Import Bank of the United States;
(c) Federal Financing Bank;
(d) Government National Mortgage

Association;
(e) Farmers Home Administration;
(f) Federal Home Loan Mortgage Company;
(g) Federal Housing Administration;
(h) Private Export Funding Corporation;
(i) Federal National Mortgage Association; and
(j) obligations issued by either the Resolution

Trust Corporation or the Resolution Funding
Corporation, the payment of which is ultimately
backed by the United States Treasury.

3. Pre—refunded municipal obligations meeting the
following conditions:

(a) the bonds are not to be callable prior to
maturity or the trustee has been given irrevocable
instructions concerning their calling and redemption;

(b) the bonds are secured by cash or Permitted
Investments described in No. 1 (the “United States Obliga-
tions”) which may be applied only to interest, principal, and
premium payments of such bonds;

Cc) the principal of and interest on the United
States Obligations (plus any cash in the fund) are sufficient
to meet the liabilities of the bonds;

(d) the united States Obligations serving as
security for the bonds are held by an escrow agent or trustee;
and
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(e) the United States Obligations are not available
to satisfy any other claims, including those against the
trustee or escrow agent.

4. Direct and general long—term obligations of any
state on which the full faith and credit of the state is
pledged and which are rated in either of the two highest
rating categories by either Moody’s Investors Service
(hereinafter referred to as Moody’s) or Standard and Poor’s
Corporation (hereinafter referred to as S&P) or, in the event
each of such rating agencies rate such obligations, by each of
them; provided, however, that if, at the time of purchase,
neither Moody’s nor S&P then rate comparable obligations, the
obligations must be rated in one of the two highest rating
categories for comparable obligations by one of the two most
widely recognized rating agencies then rating such credits.

5. Direct and general short term obligations of
any state described in No. 4 above which are rated in the
highest rating category by either Moody’s or S&P or, in the
event each of such rating agencies rate such obligations, by
each of them; provided, however, that if, at the time of
purchase, neither Moody’s nor S&P then rate comparable
obligations, the obligations must be rated in the highest
rating category for comparableobligations by one of the two
most widely recognized rating agencies then rating such
credits.

6. Interest bearing demand or time deposits issued
by state banks, savings and loan associations or trust
companies or any national banking associations which are
members of the Federal Deposit Insurance Corporation (FDIC).
These deposits must be (a) continuously and fully insured by
FDIC, (b) with banks that are rated at least P—I by Moody’s or
at least A-l by S&P, or (c) fully secured by direct and
general obligations of the United States, or those which are
unconditionally guaranteed as to principal and interest by the
same. Such United States’ securities must have a market value
at all times at least equal to the principal amount of the
deposits. The United States’ securities must be held by the
County or the Bond Registrar and Paying Agent (who shall not
be the provider of the collateral), or any Federal Reserve
Bank or Depositary, as custodian for the institution issuing
the deposits. The County or the Bond Registrar and Paying
Agent should have a perfected first lien in the United States
Obligations serving as collateral, and that collateral is to
be free from all third party liens.

7. Long—term or medium—term corporate debt
guaranteed by any dorporation rated by Moody’s and S&P in
their two highest rating categories.
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8. Repurchase agreements, the maturity of which
are less than thirty (30) days, entered into with financial
institutions such as banks or trust companies organized under
state law or national banking associations, insurance
companies, or government bond dealers reporting to, trading
with, and recognized as a primary dealer by the Federal
Reserve Bank of New York and a member of the Security
Investors Protection Corporation or with a dealer or parent
holding company rated investment grade by Moody’s or S&P;
provided, however, that if, at the time of purchase, neither
Moody’s nor S&P then rate comparable obligations, the
obligations must be rated in one of the two highest rating
categories for comparable obligations by one of the two most
widely recognized rating agencies then rating such credits.
The repurchase agreement should be secured by direct and
general obligations of the United States of America or those
unconditionally guaranteed as to principal and interest by the
same. The United States obligations must have a fair market
value, exclusive of accrued interest, at least equal to the
amount invested in the repurchase agreement. The County or
the Paying Agent (who shall not be the provider of the
collateral) must have a perfected first lien in, and retain
possession of, the collateral. The obligations serving as
collateral must be free from all third party claims.

9. Prime commercial paper of a United States
corporation, finance company or banking institution rated at
least “P-i” by Moody’s or at least “A—i” by S&P; provided,
however, that if, at the time of purchase, neither Moody’s nor
S&P then rate comparable obligations, the obligations must be
rated in one of the two highest rating categories for
comparable obligations by one of the two most widely
recognized rating agencies then rating such credits.

10. Interests in money market portfolios issued by
state banks, trust companies, savings and loan associations,
or national banking associations which are members of the
FDIC. Such interest should be (a) fully insured by FDIC; or
(b) secured by direct and general obligations of the United
States or those guaranteed as to principal and interest by the
same. The collateral obligations must have a market value,
exclusive of accrued interest, at least equal to the principal
amount of the interests in the money markets and should be
held by a custodian.

11. Public housing bonds issued by public
agencies. Such bonds must be fully secured by a pledge of
annual contributions under a contract with the United States
government; temporary notes, preliminary loan notes or project
notes secured by a requisition or payment agreement with the
United States; or state or public agency or municipality
obligations rated in the highest rating category by a
nationally recognized bond rating agency.
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12. Shares of a diversified open—end management
investment company as defined in the Investment Company Act of
1940, which is a money market fund, which has been rated in
the highest rating categories by Moody’s or S&P; provided,
however, that if, at the time of purchase, neither Moody’s nor
S&P then rate comparable obligations, the obligations must be
rated in one of the two highest rating category for comparable
obligations by one of the two most widely recognized rating
agencies then rating such credits, or money market accounts of
the Trustee or any state or federal bank which is rated at
least P—l by Moody’s or at least A—i by S&P or whose one bank
holding company parent is rated at least A—i by S&P or at
least P-l by Moody’s; provided, however, that if, at the time
of purchase, neither Moody’s nor S&P then rate comparable
obligations, the obligations must be rated in a comparable
rating category for comparable obligations by one of the two
most widely recognized rating agencies then rating such
entities, all to the extent not fully insured by FDIC having a
combined capital and surplus of not less than $50,000,000 at
the time of any such deposit.

Any other provision of this definition of Permitted
Investments to the contrary notwithstanding, from and after
the execution of the initial Agreement, this definition shall
be deemed amended to conform to the definition set forth in
such Agreement.

“Policy Costs” shall mean the amount necessary to
reimburse a Reserve Fund Guarantor for any Drawdown(s)
pursuant to the terms of an Agreement including, without
limitation, the amount of any Drawdown, such Reserve Fund
Guarantor’s expenses (including any legal expenses) and
interest thereon at the Reimbursement Rate until paid.

“Purchasers” shall mean, with respect to the Series
1991 Bonds,~Rauscher Pierce Refsnes, Inc., Dean Witter
Reynolds, Inc., First Southwest Company, Peacock, Rislop,
Staley & Given, Inc. and Piper Jaffray & Hopwood, Inc.

“Rebate Fund” shall mean the Rebate Fund created
pursuant to Section 10 hereof.

“Record Date” shall mean the fifteenth day of the
month preceding an interest payment date (or if such day is a
Saturday, Sunday or holiday, on the next preceding business
day).

“Reimbursement Fund” shall mean the Reimbursement
Fund created pursuant to Section 10 hereof.
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“ReimbursementPeriod” shall mean, with respect to
any Drawdown, th& period commencingon the Drawdown Date and
ending on the first anniversary of a Drawdown Date.

“Reimbursement Hate” shall mean the respective rate
of interest to be paid by the County to reimburse a Reserve
Fund Guarantor after a Drawdown as set forth in the respective
Agreement.

“Representation Letter” shah mean letters to, or
agreements with, a depositorf for Book-Entry Bonds to
effectuate a book entry system with respect to certain Bonds
registered in the Bond Register under the nominee name of the
depository.

“Reserve Fund” shall mean the Reserve Fund created

pursuant to Section 10 hereof.

“Reserve Fund Guarantor” shall mean, with respect to

any series of Bonds, the issuer of a surety bond, letter of
credit or line of credit or insurance policy executed and
delivered to the Paying Agent as a Reserve Fund Guaranty, to
be issued by an entity experienced in insuring municipal bonds
or extending lines of credit with respect to municipal bonds
whose insurance policies, surety bonds, letters or lines of
credit will not adversely affect the Bonds’ then—current
rating if then rated by Moody’s Investors Service or by
Standard & Poor’s Corporation.

“Reserve Fund Guaranty” shall mean any surety bond,
letter of credit or lIne of credit or insurance policy exe-
cuted and delivered by a Reserve Fund Guarantor to the County
or the Paying Agent for the County as a reserve fund guaranty
for purposes of this resolution.

“Reserve Fund Value” shall mean the value of moneys
and investments credited to the Reserve Fund determined in
accordance with Section 18 hereof plus the aggregate penal
sums of all Reserve Fund Guaranties.

“Reserve Requirement” shall mean, initially, an
amount equal to Average Annual Debt Service on the Series 1991
Bonds, which amount shall be adjusted upon the issuance of
Parity Bonds to equal Average Annual Debt Service immediately
after such issuance or the maximum amount the Reserve Fund is
then permitted to increase under Section 148 of the Internal
Revenue Code of 1986, as amended, or any comparable statutory
provision limiting the amount of a reasonably required reserve
and replacement fund.

“Revenue Fund” shall mean the Revenue Fund created
pursuant to SeS�ion 10 hereof.
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“Revenues” shall mean and include all income, moneys
and receipts derived by the County from the ownership, use and
operation including, without limitation, interest received on,
and profits realized from the sale of, investments made with
System moneys (excluding from such determination interest and
profits retained in either the Construction Fund or the System
Development Fund pursuant to Section lOB(S)) however, the term
Revenues shall not include Bond proceeds or the interest
received on any Bond proceeds placed irrevocably in trust to
pay, or provide for the payment of, any Bond or Bonds Being
Refunded or any amounts received which the County is
contractually required to pay out as reimbursement for
acquisition, construction or installation of System
facilities.

“Series 1991 Bonds” shall mean the series of Bonds
authorized to be issued pursuant to Section 3 hereof.

“State” shall mean the State of Arizona.

“~ystem” shall mean the County’s entire sewer
system, all sewer properties of every nature hereafter owned
by the County and all acquisitions, improvements and exten-
sions added thereto by the County while any Bands remain
Outstanding, including all real and personal property of every
nature comprising part of, or used or useful in connection
with, the County’s sewer system, and including all appur-
tenances, cont~acts, leases, franchises, and other
intangibles.

“System Development Fund” shall mean the system
development fund created pursuant to Section 10 hereof.

“Variable Rate Obligations” shall mean any Parity
Bonds which may, in the future, bear interest at rates which
cannot be determined with specificity on their original issue
date.

B. Interpretation.

1. Any reference herein to the County, its
Board or any officer thereof shall include those succeeding to
their functions, duties or responsibilities pursuant to or by
operation of law or who are lawfully performing their
functions.

2. Unless the context otherwise indicates,
words importing the singular shall include the plural and vice
versa and the use of the neuter, masculine or feminine gender
is for convenience only and shall be deemed to mean and
include the neuter, masculine or feminine gender.
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3. Section headings and the table of contents
hereof are solely for convenience and do not constitute a part
hereof and shall not affect the meaning, construction or
effect hereof.

4. The words “hereof” or “herein” shall refer
to this resolution.

5. All accounting reports or statements
required by this resolution shall be presented in accordance
with generally accepted governmental accounting principles at
the date of the report or statement.

Section 3. Authorization of Bonds.

A. To advance refund the Bonds Being Refunded,
there are hereby authorized to be issued not to exceed
$60,000,000 principal amount of Pima County, Arizona Sewer
Revenue Refunding Bonds, Series 1991. The Bonds shall never
be construed to be general obligations of the County within
the meaning of Title 35, Chapter 3, Article 3, Arizona Revised
Statutes, as amended, or to create a debt of the County within
the Constitution and laws of the State.

B. The Bonds are special obligations of the County
payable solely from and secured as to the payment of the
principal and redemption price thereof, and interest thereon,
in accordance with their terms and the provisions hereof.
Subject to Section 10(B) hereof, Net Revenues are pledged as
security for the payment of the principal and redemption price
of, and interest on the Bonds in accordance with their terms
and the provisions hereof. All Net Revenues shall be
immediately subject to the pledge of this resolution without
any physical delivery thereof or further act, and the lien of
this pledge shall be valid and binding as against all persons
having claims of any kind in tort, contract or otherwise
against the County, irrespective of whether such persons have
notice thereof. Nothing contained in this section shall be
construed as limiting any authority granted elsewhere herein
to issue Parity Bonds nor be deemed a limitation upon the
issuance of bonds, notes or other obligations under any law
pertaining to the County secured by moneys, income and funds
other than the Net Revenues and other moneys and investments
pledged hereunder.

Section 4. Terms of Bonds. The Series 1991 Bonds
shall be 6áied either the first or the 15th day of the month
in which the Series 1991 Bond Purchase Agreement is executed,
at the option of the Chairman, shall be numbered from 1 con-
secutively upwards, shall be fully registered Bonds without
coupons, shall be in the denomination of $5,000 or any
integral multiple thereof, shall bear interest at a rate or
rates not exceeding eight and one—half percent (8—1/2%) per
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annum from the most recent January 1 or July 1 to which
interest has been paid or duly provided for or, if no interest
has been paid or duly provided for, from their date, which
interest shall be payable on January 1, 1992, and semiannually
thereafter on July 1 and January 1 of each year during the
term of each Bond. The principal of the Bonds shall be
payable at the principal corporate trust office of The Valley
National Bank of Arizona in Phoenix, Arizona, as Paying
Agent. Interest on the Bonds shall be payableby check mailed
to the Owner thereof, as shown on the Bond Register at the
addressappearing therein at the close of business on the
Record Date. Additionally, payment may also be made by wire
transfer to DTC or upon two (2) days prior written request
delivered to the Paying Agent specifying a wire transfer
address in the continental United States by any Owner of Bonds
(other than DTC) owning an aggregate principal amount of at
least $1,000,000. No document of any nature whatsoever need
be surrendered as a condition to payment of principal of and
interest on Book—Entry Bonds.

All Series 1991 Bonds will be registered so as to
participate in a book—entry system with DTC (the “DTC
Program”). Either the Chairman or the Finance Director is
authorized to execute a Representation Letter or such other
documents as may be necessary for the County to participate in
the DTC Program. Upon initial issuance, the ownership of the
Bonds held by DTC shall be registered in the Bond Register in
the name of Cede & Co., or any successor thereto, as nominee
for DTC. The County shall have no responsibility or obliga-
tion to Direct or Indirect Participants or Beneficial Owners
for which DTC holds Bonds from time to time as a depository.
Without limiting the immediately preceding sentence, the
County shall have no responsibility or obligation with respect
to (a) the accuracy of the records of DTC, Cede & Co., or any
Direct or Indirect Participant with respect to any beneficial
ownership interest in the Bonds, (b) the delivery to any
Direct or Indirect Participant or any person, other than a
registered Owner of a Bond as shown in the Bond Register, of
any notice with respect to the Bonds, or (c) the payment to
any Direct or Indirect Participant or any other person, other
than a registered Owner as shown in the Bond Register, of any
amount with respect to the Bonds. No person other than an
Owner as shown in the Bond Register shall receive a certifi-
cate evidencing a Bond or confirming ownership of a Book—Entry
Bond.

The Series 1991 Bonds shall mature on July 1 of each
year. The Series 1991 Bonds shall mature in such amounts in
any of the years 1992 to 2015 as shall be acceptable to the
Purchasers and accepted by the Chairman. No Series 1991 Bonds
may mature later than July 1, 2015. The Series 1991 Bonds may
be sold at a price which is below par, but the difference
between the price for which the Series 1991 Bonds are sold and
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their par value 1(exclusive of accrued interest) shall not be
greater than a/~%of such par value.

The terms of Bonds included in any series of Parity
Bonds shall be set forth in the resolution authorizing such
Parity Bonds.

The Valley National Bank of Arizona is hereby
appointed as the Bond Registrar and the Paying Agent. The
Bond Registrar shall maintain the Bond Register for registra-
tion of ownership of each Bond. A Bond may be transferred on
the Bond Register upon its delivery to the Bond Registrar,
accompanied by a written instrument of transfer in form and
with guaranty of signature satisfactory to the Bond Registrar,
duly executed by such Bond’s Owner or the Owner’s attorney—in-
fact or legal representative, containing written instructions
as to the details of its transfer. Transfers shall not be
effective until entered on the Bond Register.

In all cases upon the transfer of a Bond, the Bond
Registrar will enter the transfer of ownership on the Bond
Register and will authenticate and deliver in the transferee
or transferee’s name a new fully registered Bond or Bonds in
denominations of $5,000 or any integral multiple thereof (no
Bond shall be issued which relates to more than a single
principal maturity) for the aggregate principal amount which
the Owner is entitled to receive. The County or the Bond
Registrar will charge the Owner for every such transfer an
amount sufficient to reimburse them for any transfer fee, tax
or other governmental charge required to be paid with respect
to such transfer, and may require that such transfer fee, tax
or governmental charge be paid before any such new Bond or
Bonds shall be delivered.

The Bond Registrar shall keep the Bond Register
showing the Bonds’ Owners and all ownership transfers. Bonds
presented to the Bond Registrar for transfer after the close
of business on the Record Date and before the close of
business on the next subsequent interest payment date will be
registered in the transferee’s name but the related interest
payment will be made to the Owners shown on the Bond Register
at the close of business on the Record Date.

The Bond Registrar may but need not register the
transfer of a Bond which has been selected for redemption and
need not register the transfer of any Bond for a period of
fifteen (15) days before the selection of Bonds to be
redeemed; if the transfer of any Bond which has been called or
selected for call for redemption in whole or in part is
registered, any notice of redemption which has been given to
the transferor will be binding upon the transferee and a copy
of the notice of redemption will be delivered to the
transferee along with the Bond or Bonds.
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Section 5. Redemption Prior to Maturity. On
behalf of the County, the Chairman is authorized Eà agree to
such provisions for redemption of the Series 1991 Bonds prior
to maturity as he deems in the best interests of the County,
and is authorized to include such prior redemption terms in
the form of Series 1991 Bonds and to cause the Series 1991
Bonds to include such terms. The prior redemption features
may include both optional and mandatory redemptions.

The Series 1991 Bonds shall be redeemed only in
integral multiples of $5,000. If less than all Outstanding
Series 1991 Bonds of a single maturity are to be redeemed, the
Bonds in that maturity to be redeemed shall be selected by lot
in such manner as the Bond Registrar may determine.

Not more than sixty (60) nor less than thirty (30)
days before any prior redemption date, the Bond Registrar
shall cause a notice of any such redemption to be mailed by
registered or certified mail to each Reserve Fund Guarantor
and to the Owner of each Bond to be redeemed at the address
shown on the Bond Register. Failure to mail notice to any
Owner shall not affect the validity of the proceeding for the
redemption with respect to other Owners.

On the date designated for redemption by notice
given as herein provided, the Bonds so called for redemption
shall become and be due and payable at the redemption price
provided for redemption of such Bonds on such date, and, if
moneys for payment of the redemption price and accrued
interest are held in separate accounts by the Paying Agent,
interest on such Bonds or portions of Bonds so called for
redemption shall cease to accrue, such Bonds shall cease to be
entitled to any benefit or security hereunder and the Owners
of such Bonds shall have no rights in respect thereof except
to receive payment of the redemption price thereof and accrued
interest and such Bonds shall be deemed paid and no longer
Outstanding.

The County may redeem an amount which is included in
a Bond in the denomination in excess of, but divisible by,
$5,000. In that event, the Owner shall submit the Bond for
partial redemption and the Paying Agent shall make such.
partial payment and the Bond Registrar shall .cause to be
issued a new Bond in a principal amount which reflects the
redemption so made to be authenticated and delivered to the
Owner thereof.

Whenever Bonds which are subject to mandatory
redemption are purchased, redeemed (other than pursuant to
mandatory redemption) or are delivered by the County to the
Paying Agent for cancellation, the principal amount of the
Bonds so retired shall satisfy and be credited against any
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mandatory redemption requirements for the respective series of
Bonds so purchased, redeemed or cancelled of the same maturity
for such years as the County may direct.

The prior redemption terms for any Parity Bond
series shall be as set forth in the resolution authorizing the
issuance of such series of Bonds.

Section 6. Bond Execution. The Bonds shall be
executed for the County by the Chairman and shall be attested
by the Clerk by their manual or facsimile signatures and by
imprinting thereon the corporate seal of the County, and such
officials are authorized and directed to execute the Bonds as
aforesaid.

Section 7. Source of Payment and~~ of
Revenues. the Bonds shall be payable iolely from the Net
Revenues. The Bonds shall be equally and ratably secured by a
pledge thereof and lien thereon without priority one over the
other.

Section 8. Bond Forms.

A. The Bonds shall be in substantially the form
attached hereto as Exhibit A allowing those executing the
Bonds to make inserffons and deletions necessary to conform
the Bonds to this resolution and the Offer.

B. The form of Bonds pertaining to Parity Bonds
shall be determined by the County. The County shall cause the
Bond forms applicable to any series of Parity Bonds to conform
as nearly as practicable to the Bond form set forth in Exhibit
A. Parity Bonds may be in the form of fixed interest rife
obligations, Capital Appreciation Bonds or Variable Rate
Obligations or any combination thereof.

Section 9. Rate Covenant. The County covenants and
agrees with the Owners that it will establish and maintain
rates, fees and other charges for all services supplied by the
System to provide Revenues fully sufficient, after making
reasonable allowance for contingencies and errors in esti-
mates, to pay all Operating Expenses and produce aggregate Net
Revenues in each Fiscal Year equal to at least one hundred
twenty percent (120%) of the principal and interest require-
ments on all Outstanding Bonds for the corresponding Bond Year
(treating Variable Rate Obligations as bearing interest at the
Assumed Interest Rate and Bonds subject to mandatory
redemption as maturing on their respective mandatory
redemption dates).
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Section 10. Creation of Funds; Application of
Revenues.

A. Upon the Series 1991 Bonds’ issuance, the
County Treasurer shall create the following special funds and
accounts to be held in trust for the Owners, Reserve Fund
Guarantors or the County, as the case may be, and expended as
herein provided:

1. The Pima County Sewer Revenue Bond Revenue
Fund (the “Revenue Fund”).

2. The Pima County Sewer Revenue Bond Opera-
tion and Maintenance Fund (the “Operation and Maintenance
Fund”).

3. The Pima County Sewer Revenue Bond
Principal and Interest Fund (the “Bond Fund”).

4. The Pima County Sewer Revenue Bond Reserve
Fund Guarantor Reimbursement Fund (the “Reimbursement Fund4’).

5. The Pima County Sewer Revenue Bond Reserve
Fund (the “Reserve Fund”), which fund also shall contain
separate accounts to be known as the Capitalized Reserve
Account and the Contributed Reserve Account.

6. The Pima County Sewer Revenue Bond Rebate
Fund (the t’Rebate Fund”).

7. The Pima County Sewer Revenue Bonds System
Development Fund (the “System Development Fund”).

8. The Pima County Revenue Bond Sewer

Construction Fund (the “Construction Fund”).

B. While any Bonds are Outstanding and unpaid

either as to principal or interest, the entire Revenues shall
be held in the County Treasurer’s custody in the Revenue
Fund. The Revenue Fund shall be disbursed only for the
purposes herein authorized and only in the following order of
priority:

1. Operation and Maintenance Fund. First, to
the Operation and Maintenance Fund, on or before the tenth
(10th) day of each month, an amount which, together with any
money already on deposit in said Fund, will be sufficient to
pay Operating Expenses for said month. Money in the Operation
and Maintenance Fund shall be used only to pay Operating
Expenses. The County may accumulate in the Operation and
Maintenance Fund equitable allowances for accruals and
accumulations to cover periodic Operating Expenses, including
such items as insurance premiums and expenditures for
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renewals, replacements and repairs normally classified as
Operating Expenses. Where items such as insurance, gasoline
and electrical energy are purchased by the County at large, it
may allocate to the System only its share of such expenditure,
which allocation shall not be contestable except for fraud or
willful misconduct by the County.

2. Bond Fund. Second, on or before the tenth
(10th) day of each month, to the Bond Fund the following
amounts in the following manner:

(a) Commencing August 10, 1991, through
December 10, 1991, one—fifth (1/5), and
commencing January 10, 1992, one—sixth (1/6) of
the interest becoming due on the next interest
payment date on all Series 1991 Bonds then
Outstanding; and

(b) Commencing August 10, 1991, through
June 10, 1992, one—eleventh (1/11), and
commencing July 10, 1992, one—twelfth (1/12) of
the principal becoming due on the next
principal payment date on all Series 1991 Bonds
then Outstanding.

The proceedings pertaining to the issuance of Parity Bonds
shall provide for additional deposits to the Bond Fund
sufficient to satisfy all additional or modified debt service
requirements.

The Bond Fund shall be a trust fund used solely to
pay principal of and interest on the Bonds. Moneys in the
Bond Fund shall be transferred to the Paying Agent as needed
to pay punctually all principal and interest as it matures or
comes due.

3. Reimbursement Fund. Third, if a Drawdown
shall have occurred, there shall be deposited to the
Reimbursement Fund to pay Policy Costs commencing the tenth
(10th) day of the first month following a Drawdown and each
month thereafter for the next succeeding eleven (11) months,
or until the Reimbursement Fund contains amounts sufficient to
reimburse all Policy Costs or all Policy Costs with respect to
such Drawdown have been paid, an amount equal to at least one—
twelfth (1/12) of the aggregate Policy Costs related to the
Drawdown. Moneys in the Reimbursement Fund shall be used only
to pay Reserve Fund Guarantors for Policy Costs.

Policy Costs owing to a Reserve Fund Guarantor shall
be paid from the ReimbursementFund in twelve (12) equal
monthly installments commencing the tenth day of the first
month following a Drawdown; provided, however, that if moneys
are available in the System Development Fund the Finance
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Director may elect to transfer moneys to the Reimbursement
Fund and then direct that any such Policy Costs be paid at an
earlier date or dates. Policy Costs with respect to any
Drawdown which occurs against more than one Reserve Fund
Guaranty shall be reimbursed on a pro rata basis (calculated
by reference to the maximum amounts available for such
reimbursement).

If the County fails to repay any Policy Costs, the
Reserve Fund Guarantor or Guarantors shall be entitled to
exercise all remedies available to the Owners at law or under
this resolution or to any Reserve Fund Guarantor under any
Agreement other than (i) acceleration of the maturity of the
Bonds or (ii) any other remedies which would adversely affect
the Owners’ rights.

All Reserve Fund Guaranties shall be held by the
Paying Agent acting as fiduciary for the Owners. All Reserve
Fund Guaranties shall by their terms expire no earlier than
the final maturity date of the respective series for which
said Reserve Fund Guaranty applies.

4. Reserve Fund. Fourth, on or before the
tenth (10th) day of each month to the Reserve Fund any amounts
required to be deposited to the Reserve Fund in accordance
with Section 13(A)(4)(ii) if applicable, or one—twelfth (1/12)
of the amount required to restore the Reserve Fund to the
Reserve Requirement after a Reserve Fund withdrawal.

If, on any principal or interest payment date, a
Deficiency exists, then:

(a) If there are investments or cash in the
Reserve Fund, such investment shall be
liquidated and the cash and investment
proceeds transferred to the Bond Fund; and

(b) If the Deficiency is not cured after any
transfers pursuant to subparagraph (a)
above, then the Paying Agent shall deliver
a Prawdown request to each Reserve Fund
Guarantor. All Drawdowns and Reserve Fund
proceeds shall be applied solely to pay the
interest on, and principal of, the Bonds
then due.

All money so taken from the Reserve Fund to pay such
principal and interest shall be replaced therein from the
first moneys in the Revenue Fund thereafter received which are
not required for current transfers into the Operation and
Maintenance, Bond or Reimbursement Funds pursuant to
subparagraphs (1), (2) and (3) of this Subsection.
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The Reserve Fund shall contain two accounts, the
Contributed Reserve Account and the Capitalized Reserve
Account. The two accounts are created to segregate Reserve
Fund moneys and investments to provide a means of tracking
such deposits and investment income thereon for arbitrage
rebate purposes. All Reserve Fund deposits made from Net
Revenues or other available moneys of the County shall be
deposited to the Contributed Reserve Account. All Bond
proceeds deposited to the Reserve Fund shall be deposited in
the Capitalized Reserve Account. Any proceedings hereinafter
taken with respect to Parity Bonds may specify the amount to
be deposited to either Account, so long as the minimum amount
required by this resolution to be deposited to the Reserve
Fund shall be so deposited. All Reserve Fund Guaranties shall
be deemed deposited to, and a part of, the Capitalized Reserve
Account.

If, after a Reserve Fund withdrawal, the Reserve
Requirement exceeds the Reserve Fund Value, unless otherwise
provided herein, such deficiency shall be made up over a
twelve (12) month period by deposit of twelve (12) substan-
tially equal payments to the Contributed Account of the
Reserve Fund.

5. Rebate Fund. Fifth, to the Rebate Fund the
balance remaining in the Revenue Fund until the amount in the
Rebate Fund equals the amount to be deposited in the Rebate
Fund for arbitrage rebate purposes during such Bond Year as
determined by the Finance Director.

6. System Development Fund. Sixth, any moneys
in the Revenue Fundexceeding the amounts necessary to be
placed in the Operation and Maintenance Fund, the Bond Fund,
the Reimbursement Fund, the Reserve Fund and the Rebate Fund
shall be deposited in the System Development Fund. After all
payments have been made in any month, moneys in the System
Development Fund may be used (without priority): (1) for
System extensions and betterments; (2) for unbudgeted
maintenance and operation expenses; (3) for the redemption of
Bonds then subject to optional redemption prior to maturity or
to purchase from time to time in the open market any
Outstanding Bonds as the Finance Director deems proper; (4) to
pay general obligation bonds issued by the County for
acquisition of the System or for construction of additions or
improvements to the System; (5) to make loans to the County to
be used for any lawful County purpose under equitable terms
prescribed by the Board; or (6) used for any lawful System
purpose.

7. The money. in the Revenue Fund shall be
allotted and paid into the various Funds hereinbefore estab-
lished in the order in which said Funds are listed and if in
any month the money in the Revenue Fund is insufficient to
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make the required deposits to any Fund, the insufficiency
shall be made up in the following month or months after
payment into all Funds enjoying a prior claim to the Revenues
has been met in full.

8. Money on deposit in the Revenue Fund, the
Operation and Maintenance Fund, the Bond Fund, the Reserve
Fund, the Reimbursement Fund and the Rebate Fund may be
invested and reinvested by the County in Permitted Invest-
ments. All income derived from such investments shall be
regarded as System Revenues and shall be deposited in the
Revenue Fund. Such investments shall be liquidated as needed
and the proceeds applied to the purpose for which the
respective fund or account was created. Moneys in the
Construction and System Development Funds may be invested in
any investment which the County is permitted by law from time
to time to make. At the option of the Finance Director,
income derived from investments of moneys in either the
Construction or System Development Funds shall be deposited to
either the Revenue Fund or retained in the respective Fund.

Section 11. Covenants Regarding the System. The
County covenants and agrees with each Owner that it will:

A. Permit no free sewer services to be furnished
to any consumer or user;

B. Maintain the System in good condition and
operate the same in an efficient manner and at reasonable
cost;

C. Maintain insurance on all System properties
(which may be in the form of or include an adequately-funded
program of self—insurance) of the type andwith the coverage
normally carried by municipalities or private companies
engaged in a similar business. System self—insurance may be
maintained either separately or in connection with any County-
wide self—insurance program; provided, that (i) any such
program is in writing and has been adopted by the Board and
(ii) an independent insurance or actuarial consultant
appointed by the County. annually reviews and certifies to the
County in writing that any such program is adequate and
actuarially sound. The proceeds of any such insurance, except
public liability insurance, received by the County shall be
aledged as security for the Bonds until used to replace the
System parts damaged or destroyed, or if not so used, shall be
placed in the Revenue Fund in addition to all other moneys
required to be deposited therein;

D. Cause to be kept proper books and accounts
adapted to the System, and cause the books and accounts to be
audited after each Fiscal Year by a recognized independent
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certified public accountant firm in accordance with generally
accepted governmental accounting practices;

The County will furnish copies of such audits to any
Reserve Fund Guarantor and to any Owner at their request, no
later than one hundred eighty (180) days after the end of each
Fiscal Year;

E. Faithfully and punctually perform all its
duties concerning the System required by the Constitution and
laws of the State of Arizona;

F. Not sell, lease, mortgage or in any manner
dispose of the System or any part thereof, including any
extensions and additions that may be added thereto, until all
Bonds and any County obligations under anyAgreement have been
paid or provided for in full. This covenant shall not be
construed to prevent the disposition of property which the
County determines to be inexpedient for use in connection with
the System. All proceeds from such disposition shall be
deposited in the Revenue Fund;

G. Prior to each Fiscal Year, prepare and adopt a
budget showing the estimated Revenues and Operating Expenses
for System operation and maintenance for the ensuing Fiscal
Year, and will undertake to operate the System within such
budget to the best of its ability. Copies of such budgets and
amendments thereto will be made available to any Owner upon
request;

II. To the extent allowed by law, discontinue the
service to any premises for which the owner or occupant shall
be delinquent in the payment of System charges for a period
beyond the period allowed by County policy from time to time,
not resume the service until all delinquent charges, with
interest and penalties, shall have been paid, and do all
things and exercise all remedies legally available to assure
the prompt payment of System charges;

I. Duly pay and discharge, from time to time, or
cause to be paid and discharged, all taxes, assessments or
other governmental charges, if any, lawfully imposed upon the
System, or upon any Revenues when the same shall become due,
as well as any lawful claims for labor, materials and supplies
which, if unpaid, might by law become a lien or charge upon
the System, or upon any Revenues, or which might impair the
security of the Bonds and subject to the provisions hereof,
will duly observe and conform to all valid governmental
requirements pertaining to the System and to all covenants,
terms and conditions hereof;
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J. Deposit the net proceeds realized by the County
from any eminent domain proceeding concerning the System in
the Revenue Fund;

K. To the extent allowed by law, refuse to grant
any franchise or permits for any competing sewer system
operation in the County. This covenant shall not prohibit the
County from entering into “privatization” contracts, agree-
ments or other similar arrangements with private parties.

L. Not cause or permit the moneys in the Bond
Fund, the Reimbursement Fund, the Reserve Fund or the
Construction Fund to be invested in any investments except
Permitted Investments.

M. Not violate the terms of any Agreement and will
give all notices and perform all acts and abide by all
promises contained in such Agreement or Agreements.

Section 12. Remedies of Owners. Any Owner may
either at Th~i or in equity, by suit, action, mandamus or other
proceedings, in any court of competent jurisdiction protect
the lien on the Net Revenues, enforce and compel performance
of all duties imposed upon the County by the provisions hereof
or seek the appointment of a receiver as herein provided.

If any default occurs in the payment of principal of
or interest on any Bonds, then upon the filing of suit by an
Owner, any court having jurisdiction of the action may appoint
a receiver to administer the System for the County with power
to charge and collect fees sufficient to pay all Operating
Expenses and to make all required payments to the Bond,
Reimbursement and Reserve Funds.

Section 13. Equality of Lien; Parity Bonds. The
Bonds shall each enjoy complete parity of lien on the Net
Revenues despite the fact that any Bond may have been
delivered before any other Bonds. The County will issue no
other bonds or obligations of any kind or nature payable from
or enjoying a lien on the Net Revenues having priority over or
parity with the Bonds herein authorized; provided, however,
that additional Parity Bonds may be issued on a parity with
the Bonds herein authorized under the following conditions,
but not otherwise:

A. Parity Bonds may be issued on a parity with the
Bonds herein authorized only if all the following conditions
are met:

1. The Net Revenues for the completed Fiscal
Year immediately preceding the issuance of the
Parity Bonds must have been at least equal to one
hundred twenty percent (120%) of Maximum Annual Debt
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Service on all Bonds to be Outstanding immediately
after issuance of such Parity Bonds as shown by a
cer~jtjQ~sjgnedy~FinanceJlirector. For the
~ii?poses of the computation required by this
subsection, additional amounts may be added to the
Net Revenues of the preceding Fiscal Year, as
follows: (i) If all or part of the proceeds of the
Parity Bonds are to be expended for the acquisition
of existing sewer properties, the net revenues which
would have been derived from the operation of such
acquired sewer properties during the entire
immediately preceding Fiscal Year, as estimated by
an engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues, (ii) if during such
preceding Fiscal Year the County has acquired
existing sewer properties, the net revenues which
would have been derived from the operation of such
sewer properties during such Fiscal Year had such
sewer properties been acquired and operating
throughout such Fiscal Year, as estimated by an
engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues, and (iii) if during
such preceding Fiscal Year the County shall have
increased its System rates, fees and charges, the
increased amount which would have been received
during such Fiscal Year had such increase been in
effect throughout such Fiscal Year, as estimated by
an engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues;

2. The payments required to be made into the
various Funds provided in Section 10 hereof must be
current at the time of issuance of the Parity Bonds;

3. The additional Parity Bond proceeds must be
used solely to make extensions, renewals, improve-
ments, or replacements to the System or to refund
any Bonds; and

4. The Reserve Fund Value shall be increased
with respect to such Parity Bonds, at the Board’s
option, by: Ci) the immediate deposit of Parity
Bond proceeds or available moneys of the County to
the Reserve Fund or the immediate delivery of a
Reserve Fund Guaranty to the Paying Agent, or any
combination thereof in order for the Reserve Fund
Value to equal or exceed the Reserve Requirement
immediately after issuance of such Parity Bonds; or
(ii) deposits of Net Revenues to the Reserve Fund in
approximately equal monthly installments on the 10th
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day of each month such that the Reserve Fund Value
will equal or exceed the increased Reserve
Requirement not later than the expiration of five
years following the initial delivery of such Parity
Bonds; or (iii) any combination of the methods
described in clauses (i) and (ii) above in an
aggregate amount equal to the increase in the
Reserve Requirement resulting from the issuance of
such Bonds.

B. Any provision of this Section 13 to the
contrary notwithstanding, one series of Parity Bonds having an
aggregate principal amount of not to exceed $7,000,000 may be
issued prior to January 1, 1992, subject only to the condi-
tions set forth in subparagraphs 2 through 4 of subsection A
of this Section 13 but without regard to any requirements set
forth in subparagraph I of subsection A.

Section 14. Bond Proceeds.

A. From the Series 1991 Bond proceeds, all accrued
interest shall be deposited in the Bond Fund. All Series 1991
Bond proceeds not retained in the Bond Fund shall be delivered
to the Trustee and shall be invested or expended by the
Trustee as directed in the Depository Trust Agreement. The
proceeds so invested or cash held by the Trustee, shall be
held in trust by The Valley National Bank of Arizona, as the
trustee (the “Trustee”), under the Depository Trust Agree-
ment. After all the Bonds Being Refunded shall have become
due and payable through maturity or redemption prior to
maturity, any moneys or investments remaining under the
Depository Trust Agreement over and above the amount neces-
sary to be retained to pay any Bonds Being Refunded not yet
presented shall be returned to the County and deposited in the
Bond Fund.

B. Upon delivery of the Series 1991 Bonds, the
Treasurer is ordered and directed to transfer from the reserve
funds pertaining to the Bonds Being Refunded to the Construc-
tion Fund herein created all moneys and investments in such
reserve funds, except amounts required by the Depository Trust
Agreement to be transferred to the Trustee. All moneys so
deposited to the Construction Fund shall be expended for the
purposes for which the Bonds Being Refunded were originally
issued.

C. All moneys deposited to the Construction Fund
from the proceeds of Parity Bonds shall be held and expended
solely for the purposes for which such Parity Bonds were
issued.
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Section 15. Resolution Incorporated Into the
Bonds. The provisions of this resolution are deemedTiicorpo—
rated into the Bonds themselves and no change, variation or
alteration of any kind in the provisions hereof shall be made
in any manner, except as provided in the following Section and
Section 17 hereof, until all Outstanding Bonds and interest
due thereon have been paid in full or fully provided for.

Section 16. Resolution Modification.

A. Without the consent of or notice to any of the
Owners, the County may modify this resolution for one or more
of the following purposes:

(1) To cure any ambiguity or formal defect or
omissions herein or to correct or supplement any provision
herein which may be inconsistent with any other provision
herein.

(2) To grant or confer upon the Owners any
additional rights, remedies, powers or authority that may
lawfully be granted or conferred upon them;

(3) To secure additional Revenues for the
System or provide additional security or reserves for the
payment of the Bonds;

(4) To comply with the requirements of any
federal securities laws or the Trust Indenture Act of 1939, as
from time to time amended, if required by law or regulation
lawfully issued thereunder;

(5) To permit, preserve or continue (in the
event of a change in federal income tax laws (the “Code’1)
which requires a Supplement hereto in order to continue such
exclusion) the exclusion of the interest income borne on the
Bonds from gross income as defined by the Code or the
exemption from State income taxes and to preserve the power of
the County to continue to issue bonds or other obligations
(specifically not limited to the Bonds authorized hereby) the
interest income on which is likewise excluded from gross
income as defined by the Code for federal income tax purposes
and exempt from State income taxes;

(6) To conform the definition of Permitted
Investments to the definition set forth in the initial
Agreement;

(7) To vest in any Reserve Fund Guarantor the
rights same rights afforded herein to any Owner or to any
other Reserve Fund Guarantor;
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(8) To provide such remedies and assurances as
may be necesr~aryto induce Reserve Fund Guarantors to issue
Reserve Fund Guaranties or to induce Bond Insurers to issue
Nunicipal Bond Insurance Policies with respect to the Bonds,
and to conform this Resolution to the Initial Agreement.

B. Except as provided in Subsection A of this
Section 16, the Owners of fifty—one percent (51%) in aggregate
principal amount (treating the Accreted Value of a Capital
Appreciation Bond at the time of calculation as its principal
amount) of the Bonds then Outstanding (not including in any
case any Bonds that may then be held or owned by or for the
County) shall have the right from time to time to consent to
and approve the adoption by the Board of a resolution or
resolutions modifying or amending any terms or provisions
contained herein; provided, however, that this resolution may
not be so modified or amended in any manner which:

1. Changes the maturity of any Outstanding
Bond,

2. Changes the interest rate on any
Outstanding Bond.

3. Reduces the principal or redemption premium
payable on any Bond.

4. Modifies the principal, interest or
redemption premium payment terms on any Bond or imposes any
adverse conditions on such payments.

S. Adversely affects the rights of the Owners
of less than all Bonds then Outstanding.

Whenever the. County shall propose to amend or modify
this resolution, it shall cause notice of the proposed amend-
ment to be mailed by first class mail, postage prepaid to each
Owner. Such notice shall briefly set forth the nature of the
proposed amendment and shall state that a copy of the proposed
amendatory resolution is on file with the Clerk for public
inspection.

If, within one (1) year from said mailing, there
shall be filed with the Clerk an instrument or instruments
executed by the Owners of at least fifty—one percent (51%) in
aggregate principal amount (treating the Accreted Value of a
Capital Appreciation Bond at the time of calculation as its
principal amount) of the Bonds then Outstanding referring to
the proposed amendatory resolution described in said notice
and specifically consenting to and approving its adoption, the
Board may adopt such amendatory resolution and such resolution
shall become effective.
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If the Owners of at least fifty—one percent (51%) in
aggregate principal amount (treating the Accreted Value of a
Capital Appreciation Bond at the time of calculation as its
principal amount) of the Bonds Outstanding at the time of the
adoption of such amendment, or the predecessors in title of
such Owners, shall have consented to the adoption thereof as
herein provided, no Owner shall have any right or interest to
object to such amendment’s adoption or to object to any terms
or provisions therein contained or to the operation thereof or
to enjoin or restrain the County or the Board from taking any
action pursuant thereto.

Any consent given by the Owner shall be irrevocable
for six (6) months from the mailing date above provided for
and shall be conclusive and binding upon all future Owners of
the same Bond during such period. Such consent may be revoked
after such six (6) months’ period by the Owners who gave such
consent or by a successor in title by filing a notice of
revocation with the Clerk but such revocation shall not be
effective if the Owners of fifty—one percent (51%) in
aggregate principal amount (treating the Accreted Value of a
Capital Appreciation Bond at the time of calculation as its
principal amount) of the Bonds Outstanding have, prior to the
attempted revocation, consented to and approved such
amendment.

The fact and date of any consent or revocation’s
execution may be proved by the certificate of any officer in
any jurisdiction who by the laws thereof is authorized to
acknowledge deeds within such jurisdiction, that the person
signing such instrument acknowledged before him the execution
thereof, or may be proved by an affidavit of a witness to such
execution sworn to before such officer.

The amount and numbers of the Bonds held by any
person executing such instrument and the date of such person’s
holding the same may be proved by a certificate executed by
the Bond Registrar showing that on the date therein mentioned
such person was shown as the Owner of the Bonds on the Bond
Register.

Section 17. ~jghts of Reserve Fund Guarantors

;

Rights of Bond Insurers.

A. If any Bond’s principal or interest shall be
paid by a Reserve Fund Guarantor, (i) the pledge of the Net
Revenues and all of the County’s covenants, agreements and
other obligations to the Owner hereunder shall continue to
exist and such Reserve Fund Guarantor shall be fully subro—
gated to all of such Owner’s rights in accordance with the
respective Agreement.
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B. For all purposes hereunder, the County may
treat the consent of any Bond Insurer as the consent of the
Owners of any Bonds then insured by such Insurer, if such Bond
Insurer’s insurance is then in effect and if the credit of
said Insurer is then such that Bonds insured by it are rated,
because of such insurance, in one of the two highest grades of
municipal securities by one of the two most widely recognized
rating agencies then rating municipal bond credits.

Section 18. Method of Valuation; Frequency. In
computing the amount in any fund or aàcount, Permitted Invest-
ments shall be valued at their market value. With respect to
all Funds and Accounts, valuation shall occur annually and
immediately upon a withdrawal from the Reserve Fund.

Section 19. Prior Redemption of Bonds Being
Refunded. The Treasurer is ordered and directed to retain an
thii5unt of Series 1991 Bond proceeds and moneys in the
redemption funds for the Bonds Being Refunded sufficient to
pay on the prior redemption date all principal, interest and
redemption premiums on all the Pima County, Arizona, Sewer
Revenue Bonds, Series of 1980; which Bonds are called for
redemption on September 1, 1991 if the Series 1991 Bonds are
issued prior to July 25, 1991. If the Series 1991 Bonds are
initially issued after July 25, 1991, the Series 1980 Bonds
are called for redemption on a date occurring not more than 60
days after such issuance. The Clerk of this Board is directed
to publish and mail a notice of redemption of the Series 1980
Bonds in the manner directed by this Board’s Resolution No.
1979—185. The Treasurer is ordered and directed to pay the
premium, accrued interest to the redemption date only and
principal on the Series 1980 Bonds upon presentation and
surrender on or after the redemption date.

If the Series 1991 Bonds are issued and th~e
Depository Trust Agreement is fully funded, the remaining
Bonds Being Refunded shall be called for redemption in
accordance with the following schedule:

Name of Series Prior Redemption Date

Series 1984 July 1, 1994
Refunding Series 1985 July 1, 1993
Project of 1985 July 1, 1995
Project of 1986 July 1, 1995
Series of 1988 July 1, 1997

Bonds of any of the above—mentionedseries maturing on or
before the prior redemption date will be paid in the normal
manner.
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Section 20. Defeasance. Payment of all or any part
of the Bonffimay be proi[did~for by the irrevocable deposit
with a trustee of moneys or Government Obligations, or both.
The moneys and the maturing principal and interest income on
such Government Obligations, if any, shall be sufficient, as
evidenced by a certificate of an independent certified public
accountant, a firm of such accountants or an actuary, or firm
of actuaries, or other experts in the field who shall
calculate the sufficiency of the subject moneys and Government
Obligations to pay when due the principal or redemption price
of and interest on such Bonds. The moneys and Government
Obligations shall be held by a trustee irrevocably in trust
for the Owners of such Bonds solely for the purpose of paying
the principal or redemption price of and interest on such
Bonds as the same shall mature, come due or become payable
upon prior redemption, and, if applicable, upon simultaneous
direction, expressed to be irrevocable, to the trustee as to
the dates upon which any such Bonds are to be redeemed prior
to their respective maturities, if applicable.

If payment of Bonds is so provided for, the Trustee
shall mail a notice so stating to each Owner of a Bond so
provided for.

- - Bonds the payment of which has been provided for in
accordance with this Section shall no longer be deemed
Outstanding hereunder or secured hereby. The obligation of
the County in respect of such Bonds shall nevertheless
continue but the Owners thereof shall thereafter be entitled
to payment only from the moneys or Government Obligations
deposited with the trustee to provide for the payment of such
Bonds.

No Bond may be so provided for if, as a result
thereof or of any other action in connection with the
provision for payment of such Bond, the interest payable on
any Bond is thereby made subject to federal income taxes. The
trustee and the County may rely upon an opinion of a
nationally recognized bond counsel (which opinion may be based
upon a ruling or rulings of the Internal Revenue Service) to
the effect that the provisions of this Section will not be
breached by so providing for the payment of any Bonds.

Section 21. Bond Purchase Agreement Form; Authori

—

ion to Execute. A Bond Purchase Agreement substantially in
the formThttached hereto and marked Exhibit E is approved and
the Chairman is authorized to execute such Bond Purchase
Agreement, and Clerk to attest, and to cause such Bond
Purchase Agreement to be delivered to the Purchasers upon
receiving and approving the Offer. The Bond Purchase Agree-
ment, when so executed and delivered, shall evidence the
County’s agreement to sell the Series 1991 Bonds to the
Purchasers in accordance therewith.
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The County Treasurer is authorized and directS to
cause the Series 1991 Bonds to be authenticated by the Bond
Registrar and to be delivered to or upon the Purchaser’s order
upon payment therefor and satisfaction of all conditions for
delivery thereof in accordance with the terms hereof and of
the Bond Purchase Agreement.

Section 22. authorization of Certain Agreements.

A. For and on behalf of the County, the Chairman,
the Treasurer and the Clerk (as applicable) are authorized and
directed to execute, attest and deliver the following
agreements:

1. The Depository Trust Agreement (see Exhibit B
hereto) and

2. The Bond Registrar and Paying Agent Agreement
(see Exhibit C hereto),

each in substantially the form attached hereto with such
changes as may be approved by such officials whose signatures
thereon shall be conclusive evidence of such approval.

B. The Chairman is authorized to execute and
deliver an Agreement pertaining to the Series 1991 Bonds
between the County and the initial Reserve Fund Guarantor.

Section 23. Approval of Official Statement. The
use and dthtribution of the Preliminary Official Statement
pertaining to the original issuance of the Series 1991 Bonds
in the form now on file with the Clerk is approved and is
“deemed final” (except for permitted omissions) by the County
as of its date for purposes of Securities and Exchange
Commission Rule 15c2—l2(b)(1). Either the Chairman or the
Finance Director is authorized on behalf of the County and in
such person’s official capacity, to complete the Official
Statement relating to the Series 1991 Bonds with •such modifi-
cations, changes and supplements as may be necessary to
conform the Official Statement to the terms set forth in the
Series 1991 Bond Purchase Agreement. Such officers shall
approve or authorize and certify, or otherwise represent, that
such official statement is the final official statement for
the Series 1991 Bonds for the purposes of the Securities and
Exchange Commission Rule 15c2—12(b)(3) and (4).

The Chairman is further authorized to use and
distribute, or authorize the use and distribution of, the
final official statement and supplements thereto in connection
with the original issuance and sale of the Series 1991 Bonds
as may in the Chairman’s judgment be necessary or appropriate.
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The Chairman and the Clerk are also authorized to
sign and deliver, on behalf of the County, and in their
official capacities, such certificates in connection with the
accuracy of the final official statement and any amendment
thereto as may, in their judgment, be necessary or
appropriate.

Section 24. Federal Tax Law Covenants, In
consideration of the purchase and acceptance of the Bonds by
the Owners and, as authorized by Arizona Revised Statutes,
Title 35, Chapter 3, Article 7, and in consideration of
retaining the exclusion of interest income on the Bonds from
gross income for federal income tax purposes, the County
covenants with the Owners neither to take nor fail to take any
action which action or failure to act is within its power and
authority and which would result in the interest income on the
Bonds becoming includable in gross income for federal income
tax purposes under either laws existing on the date of
issuance of the Bonds or such laws as they may be modified or
amended.

The County agrees that it will comply with such
requirement(s) and will take any such action(s) as in the
opinion of a nationally recognized bond counsel (“Bond
Counsel”) are necessary to prevent interest income on the
Bonds becoming includable in gross income for federal income
tax purposes. Such requirements may include but are not
limited to making further specific covenants; making truthful
certifications and representations and giving necessary
assurances; complying with all representations, covenants and
assurances contained herein; to pay to the United States of
America any required amounts representing rebates of invest—
ment income relating to the Bonds; filing forms, statements
and supporting documents as may be required under the federal
tax laws; limiting the term of and yield on investments made
with proceeds of the Bonds; and limiting the use of Bond
proceeds.

To determine which Series 1991 Bonds are issued for
advance refunding purposes and which are issued for prior
redemption of the Series 1980 Bonds, the Finance Director is
authorized and directed to allocate the various maturities of
the Series 1991 Bonds to the Bonds Being Refunded. Such
allocation shall be deemed binding upon the County and this
Board. Such allocation shall be set forth in the County’s no
arbitrage statement executed and delivered with respect to the
Series 1991 Bonds.

Section_25. Ratificatipn~qf Actions. All actions
of the offfl~rs and agents of the County that conform to the
purposes and intent of this resolution and which further the
issuance and sale of the Bonds as contemplated by this
resolution, whether heretofore or hereafter taken, shall be
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and are ratified, confirmed and approved. The proper officers
and agents of the County are authorized and directed to do all
such acts and things and to execute and deliver all such
documents for the County as may be necessary to carry out the
terms and intent hereof.

Section 26. ~~p~rabili~y. If any section,
paragraph or provision of this resolution shall be held to be
invalid or unenforceable for any reason, the invalidity or
unenforceability of such section, paragraph or provision shall
not affect any of the remaining provisions of this resolution.

Adopted and approved this 18th day of June, 1991.

C&~n??a~Ic t’2~tcvisorsv~
TT ST:

CERTIFICATION

I hereby certify that the foregoing Resolution
No. l991-/3Z was duly passed and adopted by the Board of
Supervisors of Pima County, Arizona, at a meeting held on
June 18, 1991, and the vote was q aye’s and .j. nay’s and
that the Supervisors were present thereat.

erk, bo~rd or Supervisors of
ima Couy’ty, Arizona
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EXHIBIT A TO BONDRESOLUTION

(Face of Bond)

PIMA COUNTY, ARIZONA
SEWERREVENUEREFUNDING BOND

SERIES 1991

Number: Denomination:

Interest Original

Rate : Maturity Date: Issue Date: CUSIP:

Registered Owner:

Principal Amount:

PIMA COUNTY, ARIZONA, for value received, hereby
promises to pay to the registered owner identified above, or
registered assigns as provided herein, on the maturity date
set forth above, the principal amount set forth above, and to
pay interest on the unpaid principal amount at the interest
rate shown above.

Certain bonds of the series of which this bond is
one are subject to call for redemption prior to maturity in
accordance with the terms set forth on the reverse of this
bond.

Interest is payable on January 1 and July 1 of each
year commencing January 1, 1992 and will accrue from the most
recent date to which interest has been paid, or, if no
interest has been paid, from the original issue date set forth
above. Interest will be computed on the basis of a year
comprised of 360 days consisting of twelve (12) months having
thirty (30) days each.

Principal, interest and any premium are payable in
lawful money of the United States of America. Interest will
be paid by check payable in such money payable to the order of
and mailed to the registered owner at the address shown on the
registration books maintained by the registrar at the close of
business on the record date as explained on the reverse
hereof. Additionally, payment may also be made by wire
transfer to DTC or to any Owner of Bonds (other than DTC) in
an aggregate principal amount of at least $1,000,000 upon two
(2) days’ prior written request delivered to the Paying Agent
by such Owner specifying a wire transfer address in the
continental United States. The principal and any premium will
be paid when due to the registered owner upon surrender of
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this bond for payment at the designated office of the paying
agent, which on the original issue date is the principal
corporate trust office of The Valley National Bank of Arizona,
Phoenix, Arizona; provided, however, that no such surrender
shall be required if this bond is participating in the book--
entry system pursuant to the resolution mentioned in the
reverse hereof.

See the reverse side of this bond for additional
provisions.

It is hereby certified and recited that all
conditions, acts and things required by the Constitution and
laws of the State of Arizona to exist, to occur and to be
performed precedent to and in the issuance of this bond exist,
have occurred and have been performed.

The County has caused this bond to be executed by
the Chairman of its Board of Supervisors and attested by its
Clerk, which signatures may be facsimile signatures. This
bond is not valid or binding upon the County without the
manually affixed signature of an authorized representative of
the registrar.

PIMA COUNTY, ARIZONA

(Facsimile)
Chairman -~

ATTEST:

(Facsimile)
Clerk

(SEAL)

DATE OF AUTHENTICATION AND REGISTRATION: ____________

AUTHENTICATION CERTIFICATE

This bond is one of the Pima County, Arizona Sewer
Revenue Refunding Bonds, Series 1991, described in Resolution
No. 1991— mentioned on the reverse hereof.

THE VALLEY NATIONAL BANK OF ARIZONA,
as Registrar

By_______________________________
Authorized Representative
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(Form of Reverse Side of Bond)

This bond is one of a series of bonds in the
aggregate principal amount of $~ ~ of like date, tenor
and effect except as to amount, rate of interest, number and
maturity date, issued pursuant to the Constitution and laws of
the State of Arizona and Resolution No. 1991— adopted by
the Board of Supervisors of Pima County on _________, 1991
(the “Bond Resolution”), for the purpose of proViding funds
with which to advance refund all of the County’s outstanding
sewer revenue bonds and to pay all legal, financial
consultant, engineering and other necessary costs in
connection therewith.

This bond and the series of which it is a part are
payable as to both principal and interest from and secured by
a prior and paramount lien and pledge of the revenues,
proceeds and receipts to be derived by the County from the
operation of the County’s sewer system (the “System”), subject
only to the payment of the reasonable and necessary cost of
operating and maintaining the System and any payments with
respect to prior lien bonds. For purposes of this bond the
term “prior lien bond” shall refer to: (i) Pima County,
Arizona, Sewer Revenue Bonds, Series 1980, dated February 1,
1980, (ii) Pima County, Arizona, Sewer Revenue Bonds, Series
1984, dated April 1, 1984, (iii) Pima County, Arizona, Sewer
Revenue Refunding Bonds, Series 1985, dated December 1, 1985,
(iv) Pima County, Arizona, Sewer Revenue Bonds, Project of
1985, dated April 1, 1986, (v) Pima County, Arizona, Sewer
Revenue Bonds, Project of 1986, Series A (1986), dated October
1, 1986, and (vi) Pima County, Arizona, Sewer Revenue Bonds,
Series of 1988, dated March 1, 1988; which were refunded by
the series of which this bond is a part. Reference is made to
the Bond Resolution for a more complete statement of the
provisions made to secure payment hereof, the revenues from
which and conditions under which this bond is payable,
statements of the terms under which the Bond Resolution may be
modified, and the general covenants and provisions pursuant to
which this bond is issued. Said income and revenues are
required by the Bond Resolution to be fully sufficient to pay
the cost of operating and maintaining the System and to pay
the principal of and interest on this Bond promptly as each
becomes due and payable. The County has covenanted and does
hereby covenant that it will fix and impose such rates and
charges for the System’s services and will collect and account
for sufficient revenues to pay promptly the principal of and
interest on this bond and all bonds on a parity with this
bond. This bond and the interest hereon are enforceable
exclusively from the revenues pledged thereto in the Bond
Resolution and no holder hereof shall have the right to compel
any exercise of the taxing power of the County to pay this
bond or the interest hereon. This bond does not constitute an
indebtedness or pledge of the County’s general credit within
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the meaning of any constitutional, charter or statutory
provisions relating to the incurring of indebtedness.

Bonds maturing on or before July 1, 19 , are not
subject to call for redemption prior to maturity. Bonds
maturing on or after July 1, l9_, are subject to call for
redemption prior to maturity, in whole at any time or in part,
on July 1, 19, or on any interest payment date thereafter,
at the option of the County, by the payment of a redemption
price equal to the principal amount of each bond called for
redemption plus accrued interest to the date fixed for
redemption plus a premium payable from any source lawfully
available therefor, the premium (calculated as a percentage of
the principal amount of the bonds to be redeemed) to be
computed as follows:

Redemption Dates Premium
July 1, 19 through and including

January 1, 19_
July 1, 19 through and including

January 1, 19
July 1, 19 through and including

January 1, 19
and thereafter without premium.

The bonds may be redeemed in any order of maturity
designated by the County and only in integral multiples of
$5,000. If less than all of the bonds outstanding of a single
maturity are to be redeemed, the bonds in that maturity to be
redeemed shall be selected by lot in such manner as the
registrar may determine.

Bonds of the series of which this bond is one
maturing on July 1, are subject to mandatory redemption,
by 1~t to be selected by the Paying Agent at a redemption
price of par and accrued interest to the date fixed for
redemption, without premium on July 1 of the years and in the
amounts as follows:

Year Amount to be Redeemed

Notice of redemption of any bond will be mailed to
the registered owner of the bond or bonds being redeemed at
the address shown on the bond register maintained by the bond
registrar, such mailing to be not more than sixty (60) nor
less than thirty (30) days prior to the redemption date.
Failure to properly give notice of redemption shall not affect
the redemption of any bond for which notice was properly
given.
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The registrar or paying agent may be changed by the
County without notice

This bond is transferable by the registered owner in
person or by attorney duly authorized in writing at the
designated office of the registrar, which on the original
issue date is the principal corporate trust office of The
Valley National Bank of Arizona, Phoenix, Arizona, upon
surrender and cancellation of this bond, but only in the
manner and subject to the limitation and upon payment of the
charges provided in the Bond Resolution. Upon such transfer a
new bond or bonds of the same aggregate principal amount,
maturity and interest rate will be issued to the transferee in
exchange. The registrar may require an owner, among other
things, to furnish appropriate endorsements and transfer
documents and to pay any taxes required by law. The County
has chosen the fifteenth day of the month preceding an
interest payment date (or if such day is a Saturday, Sunday or
holiday, on the next preceding business day) as the record
date for this series of bonds. Should this bond be submitted
to the registrar for transfer during the period commencing
after the close of business on the record date and continuing
to and including the next subsequent interest payment date,
ownership will be transferred in the normal manner but the
interest payment will be made payable to and mailed to the
registered owner as shown on the registrar’s books at the
close of business on the record date.

The registrar may but need not register the transfer
of a bond which has been selected for redemption and need not
register the transfer of any bond for a period of fifteen (15)
days before a selection of bonds to be redeemed; if the
transfer of any bond which has been called or selected for
call for redemption in whole or in part is registered, any
notice of redemption which has been given to the transferor
will be binding upon the transferee and a copy of the notice
of redemption will be delivered to the transferee along with
the bond or bonds.

Bonds of this ‘issue are issuable only in fully
registered form in the denomination of $5,000 each or integral
multiples of $5,000.

The County, the registrar and the paying agent may
treat the registered owner of this bond as the absolute owner
for the purpose of receiving principal, interest and any
premium and for all other purposes and none of them shall be
affected by any notice to the contrary.

The following abbreviations, when used in the
inscription on the face of this bond, shall be construed as
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though they were written out in full according to applicable
laws or regulations:

TEN COM—as tenants in common
TEN ENT—as tenants by the _______ __________

entireties (Cust) (Minor)
joint tenants with under Uniform Gifts/Transfers
right of survivorship to Minors Act_________________
and not as tenants
in common

Additional abbreviations may also be used though not in list

above

FORM OF ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells,
assigns and transfers unto ________________________________

(Name and Address of Transferee)
the within bond and all rights thereunder, and hereby
irrevocably constitutes and appoints __________________
attorney to transfer the within bond on the books kept for
registration thereof, with full power of substitution in the
premises.

Dated ___________________

Note: The signature(s) on thi~
assignment must correspond with
the name(s) as written on the
face of the within registered
bond in every particular
without alteration or
enlargement or any change
whatsoever

Signature Guaranteed:

JT TEN-as

UNIF GIFT/TRANS MIN ACT-
Custodian

(State)

Commercial bank, trust company
or member of a national securities
exchange
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RESOLUTION NO. 1991-132

RESOLUTION AMENDINGRESOLUTION NO. 1991-138 AND RATIFYING THE

ADOPTIONOF RESOLUTION NO. 1991-138 AS HEREIN AMENDED.

WHEREAS, the Board of Supervisors of Pima County,
Arizona, has heretofore adopted its Resolution No. 1991—138
authorizing issuance of Pima County Sewer Revenue Refunding
Bonds, Series 1991; and

WHEREAS, the County has now been presented with a
commitment to purchase a reserve fund guaranty from Financial
Guaranty Insurance Company (“FGIC”); and

WHEREAS, in order to purchase the reserve fund
guaranty from FGIC, Resolution No. 1991—138 must be amended to
conform as a condition to the issuance of a reserve fund
guaranty by FGIC;

NOW, THEREFORE,’ BE IT RESOLVEDBY THE BOARDOF
SUPERVISORSOF PIMA COUNTY, ARIZONA, AS FOLLOWS:

Resolution No. 1991—138 be amended to read as
follows (fully capitalized words indicate new matter; strike
throughs indicate deleted matter):

A. That Section 9 of Resolution No. 1991—138 be
amended to read as follows:

Section 9. Rate Covenant. The County
covenants and agrees with the Owners that it will
establish and maintain rates, fees and other charges
for all services supplied by the System to provide
Revenues fully sufficient, after making reasonable
allowance for contingencies and errors in estimates,
to pay all Operating Expenses and produce aggregate
Net Revenuesin each Fiscal Year equal to at least
one hundred twenty percent (120%) of the principal
and interest requirements on all Outstanding Bonds
for the corresponding Bond Year (treating Variable
Rate Obligations as bearing interest at the Assumed
Interest Rate and Bonds subject to mandatory
redemption as maturing on their respective mandatory
redemption dates) AND SAID RATES, FEES AND OTHER
CHARGESSHALL ALSO BE ESTABLISHED AND MAINTAINED AT
RATES SUFFICIENT TO PROVIDE AN AMOUNTOF NET
REVENUESFOR THE THEN CURRENTFISCAL YEAR WHICH, NET
OF THE AGGREGATEAMOUNTSREQUIRED TO BE DEPOSITED TO
THE BOND FUND DURING SUCH FISCAL YEAR, WILL BE
SUFFICIENT TO PROVIDE AT LEAST ONE HUNDREDPERCENT
(100%) OF THE CITY’S POLICY COSTS DUE AND OWING IN
SUCH FISCAL YEAR.



B. That Section 10B(2) be amended to read as
follows:

2. Bond Fund. Second, on or before the tenth
(10th) day of each month, to the Bond Fund the following

amounts in the following manner:

(a) CommencingAtigust SEPTEMBER10, 1991,
through December 10, 1991, one—Hf tb f±7’Gt
ONE-FOURTH (1/4), and commencing January 10,
1992, one—sixth (1/6) of the interest becoming
due on the next interest payment date on all
Series 1991 Bonds then Outstanding; and

(b) Commencing Atigast SEPTEMBER10, 1991,
through June 10, 1992, ome—e~eventh t*7’Ht ONE—
TENTH (1/10), and commencing July 10, 1992,
one—twelfth (1/12) of the principal becoming
due on the next principal payment date on all
Series 1991 Bonds then Outstanding.

The proceedings pertaining to the issuance of Parity Bonds
shall provide for additional deposits to the Bond Fund
sufficient to satisfy all additional or modified debt service
requirements.

The Bond Fund shall be a trust fund used solely to
pay principal of and interest on the Bonds. Moneys in the
Bond Fund shall be transferred to the Paying Agent as needed
to pay punctually all principal and interest as it matures or
comes due.

C. That Section 12 be amended to read as follows:

Section 12. Remedies of Owners. Any Owner may
either at law or in equity, by suit, action, mandamus or other
proceedings, in any court of competent jurisdiction protect
the lien on the Net Revenues, enforce and compel performance
of all duties imposed upon the County by the provisions hereof
or seek the appointment of a receiver as herein provided.

If any default occurs in the payment of principal of
or interest on any Bonds, then upon the filing of suit by an
Owner, any court having jurisdiction of the action may appoint
a receiver to administer the System for the County with power
to charge and collect fees sufficient to pay all Operating
Expensesand to make all required payments to the Bond,
Reimbursement and Reserve Funds.

FOR ALL PURPOSESOF SECTION 12, EXCEPT THE GIVING OF
NOTICE OF DEFAULT TO BONDHOLDERS, THE BOND INSURER SHALL BE
DEEMED TO BE THE SOLE HOLDER OF THE BONDS IT HAS INSURED FOR



SO LONG AS IT HAS NOT FAILED TO COMPLYWITH ITS PAYMENT
OBLIGATIONS UNDERTHE BOND INSURANCE POLICY.

D. That Section 13A(1) be amendedto read as
follows:

1. The Net Revenues for the completed Fiscal
Year immediately preceding the issuance of the
Parity Bonds must have been at least equal to one
hundred twenty percent (120%) of Maximum Annual Debt
Service on all Bonds to be Outstanding immediately
after issuance of such Parity Bonds AND SAID NET
REVENUESMUST ALSO HAVE BEEN SUFFICIENT TO PROVIDE
AN AMOUNTOF NET REVENUESFOR THE THEN CURRENT
FISCAL YEAR WHICH, NET OF THE AGGREGATEAMOUNTS
REQUIREDTO BE DEPOSITED TO THE BOND FUND DURING
SUCH FISCAL YEAR, WILL BE SUFFICIENT TO PROVIDE AT
LEAST ONE HUNDREDPERCENT (100%) OF THE CITYS
POLICY COSTS DUE AND OWING IN SUCH FISCAL YEAR as
shown by a certificate signed by the Finance
Director. For the purposes of the computation
required by this subsection, additional amounts may
be added to the Net Revenues of the preceding Fiscal
Year, as follows: (i) If all or part of the
proceeds of the Parity Bonds are to be expended for
the acquisition of existing sewer properties, the
net revenues which would have been derived from the
operation of such acquired sewer properties during
the entire immediately preceding Fiscal Year, as
estimated by an engineer or engineering firm having
a wide and favorable reputation in respect to such
matters, may be added to the Net Revenues, (ii) if
during such preceding Fiscal Year the County has
acquired existing sewer properties, the net revenues
which would have been derived from the operation of
such sewer properties during such Fiscal Year had
such sewer properties been acquired and operating
throughout such Fiscal Year, as estimated by an
engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues, and (iii) if during
such preceding Fiscal Year the County shall have
increased its System rates, fees and charges, the
increased amount which would have been received
during such Fiscal Year had such increase been in
effect throughout such Fiscal Year, as estimated by
an engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues;

E. That Section 16 of said Resolution No. 1991—138
be amended by adding a new Section C to read as follows;
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Name of Series Prior Redemption Date

Series 1984 July 1, 1994
Refunding Series 1985 July 1, 1993
Project of 1985 July 1, 1995
Project of 1986 July 1, 1995
Series of 1988 July 1, 1997

Bonds of any of the above—mentioned series maturing
on or before the prior redemption date will be paid
in the normal manner.

H. In all other respects Resolution No. 1991—138,
as laid before this Board on June 18, 1991, shall remain the
same. As so amended by this resolution, Resolution No. 1991—
138 is hereby ratified. Further, this Board hereby
incorporates all unamended provisions of said Resolution No.
1991—138 into this resolution as if set forth and as if
adopted as a part hereof.

PASSED, ADOPTEDAND APPROVEDthis 6th day of August,
1991.

R~inc flW~t
A”~EST: Chairm4n, Boaraof Su~ervisOrs \
/ 1 r~ f7 AUG 6 1991~/~~

/ClerIc, ‘BcYard bE Supervisors

/ APPROVED AS TO ,FORM:

k Bond Cou’ el’

CERTIFICATE

I hereby certify that the foregoing Resolution
No. 1991— ffl~was duly passed and adopted by the Board of
Supervisors of Pima County, Arizona, at a meeting he).d on
August £‘ 1991, and the vote was 3 aye’s and 53 nay’s
and that the Supervisors were present thereat.

r ~‘a~’•~) tL’,i’~j~~iO&2
,Cierk, Bpird of ~tIpervisors of

/Pima Covnty, Arizona
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RESOLUTION NO. 1991—138

AUTHORIZING THE ISSUANCE AND SALE OF NOT TO EXCEED
$60,000,000 PRINCIPAL AMOUNTOF PIMA COUNTY, ARIZONA
SEWERREVENUEREFUNDING BONDS, SERIES 1991.

(See attached copy)
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RESOLUTION NO. 1991—138

AUTHORIZING THE ISSUANCE AND SALE OF NOT TO
EXCEED $60,000,000 PRINCIPAL AMOUNTOF PII4A
COUNTY, ARIZONA SEWERREVENUEREFUNDING
BONDS, SERIES 1991

Passed and adopted by the Pima County Board
of Supervisors on June 18, 1991

® Copyright 1991 Gust, Rosenfeld & Henderson
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RESOLUTION NO. 1991-138

RESOLUTION AUTHORIZING THE ISSUANCE AND SALE OF NOT TO EXCEED
$60,000,000 PRINCIPAL AMOUNTOF PIMA COUNTY, ARIZONA SEWER
REVENUEREFUNDING BONDS, SERIES 1991; PRESCRIBING THE FORM AND
OTHER DETAILS OF SAID BONDS; PROVIDING FOR THE COLLECTION AND
DISPOSITION OF THE REVENUESTO BE DERIVED FROM THE COUNTY’S
SEWERSYSTEM; MAKING OTHER PROVISIONS WITH RESPECT TO THE
OPERATION OF SAID SEWERSYSTEM; PROVIDING FOR THE SECURITY AND
PAYMENTOF SAID BONDS; AUTHORIZING THE EXECUTION OF A DEPOSI-
TORY TRUST AGREEMENTFOR THE SAFEKEEPING AND HANDLING OF THE
SECURITIES PURCHASEDWITH THE PROCEEDSOF THE BONDS; AUTHO-
RIZING THE EXECUTION OF A REGISTRAR, TRANSFERAND PAYING AGENT
AGREEMENT; AUTHORIZING THE PURCHASEOF BOND AND RESERVE FUND
INSURANCE OR GUARANTIES; APPROVINGTHE DISTRIBUTION OF A FINAL
OFFICIAL STATEMENT; AND RATIFYING THE ACTIONS OF ALL OFFICERS
AND AGENTS OF THE COUNTYWITH RESPECT TO THE BONDS AND THE
PRELIMINARY OFFICIAL STATEMENT.

WHEREAS, pursuant to Title 11, Chapter 2, Article 4,
Arizona Revised Statutes, as amended, Pima County, Arizona
(the “County”) will refund the following respective maturities
and amounts of the County’s revenue bonds issued for sewer
purposes:

Pima County, Arizona, Sewer
February 1, 1980

Revenue Bonds, Series 1980, dated

Maturity
Date

(February l)
1992
1993
1994
1995
2010

Principal
Amount

$ 445,000
480, 000
515,000
555,000

16,345,000

Interest
Rate

8.00%
8.00%
8.00%
7.00%
7.70%

Pima County, Arizona, Sewer
April 1, 1984

Revenue Bonds, Series 1984, dated

Maturity
Date

(July)j
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

Principal
Amount

250 , 000
250,000
250,000
300,000
300,000
325,000
325,000

1,300,000
1,425,000
1,575,000
1,750,000

Interest
Rate -

-~ 11.50%
11.50%
11.50%
11.50%
11.50%
10. 10%

9.50%
9.50%
9.60%
9.60%
9.70%



Pima County, Arizona, Sewer Revenue Refunding Bonds, Series
1985, dated December 1, 1985

Maturity
Date

(July 1)
1992
1993
1994
1995
1996
1997
1998

Principal
Amount

470,000
510,000
570,000
605,000
660,000
715,000
815,000

Interest
Rate

7.00%
7.25%
7. 50%
7.70%
7.80%
7.90%
8.00%

Pima County, Arizona, Sewer Revenue Bonds, Project of 1985,
dated April 1, 1986

Mat u r i t y
Date

(July 1)
- 1992

1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Principal
Amount

340,000
370,000
405,000
435,000
475,000
515 ,000
560,000
610,000
665,000
720,000
785,000
850,000
925,000

1,005,000

Interest
Rate

~ .40%
8.40%
8.00%
6.40%
6. 50%
6.65%
6.75%
6.90%
7.00%
7. 10%
7.10%
7 . 20%
7.20%
6 .40%

Pirna County, Arizona, Sewer Revenue Bonds,
Series.A (1986), dated October 1, 1986

Project of 1986,

Mat u r i ty
Date

(July fl~
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

Principal
Amount

350,000
375,000
400,000
425,000
450,000
475,000
525,000
550,000
600,000
650,000
700,000

Interest
Rate
8.25%
8.25%
8.25%
8.25%
6.70%
6.40%
6.60%
6.70%
6.80%
6.90%
6.90%
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2003
2004
2005
2006

Date
(July ~iL~)~

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

750,000
800,000
875,000
925,000

Principal
Amount

290,000
310,000
330,000
355,000
380,000
405,000
435,000
470,000
505,000
540,000
585,000
630,000
680,000
735,000
795,000
860,000
930,000

7.00%
7.00%
6. 25%
6.25%

Interest
Rate
8.75%
8.75%
8.75%
8.75%
8.75%
7.70%
6.75%
6.80%
7.00%
7.10%
7.20%
7.25%
7.30%
7.00%
7.00%
7.00%
7.00%

The foregoing revenue bonds are hereinafter referred
“Bonds Being Refunded”; and

to as the

WHEREAS, the Bonds will be sold to a syndicate
managed by Rauscher Pierce Refsnes,Inc. (collectively, the
“Purchaser”); and

WHEREAS, by this resolution, this Board of
Supervisors (the “Board”) will authorize and provide for the
issuance and sale of not to exceed $60,000,000 principal
amount of Pima County, Arizona Sewer Revenue Refunding Bonds,
Series 1991 to advance refund the Bonds Being Refunded, set
the maximum interest rate thereon, maximum term of the Series
1991 Bonds, maximum principal amount of Bonds to be issued and
authorize the Chairman to accept an offer of the Purchasers
(the “Offer”) to purchase the Bonds and to execute the Bond
Purchase Contract binding the County to issue and deliver the
Bonds if the Offer is within the maximum amounts, terms and
rates prescribed herein and the Chairman determines it to be
in the County’s best interest to accept the Offer; and

WHEREAS, all acts, conditions and things required by
the Constitution and the laws of the State of Arizona (the
“State”) to happen, exist and be performed precedent to and in

Pima County, Arizona, Sewer Revenue Bonds, Series of 1988,

dated March 1, 1988

Maturity
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the adoption of this resolution have happened, exist and have
been performed as required to make this resolution a valid and
binding instrument for the security of the Bonds authorized
herein; and

WHEREAS, this Board is now empowered to proceed with
the issuance and sale of the Bonds;

NOW, THEREFORE, BE IT RESOLVEDBY THE BOARD OF
SUPERVISORSOF PIMA COUNTY, ARIZONA, AS FOLLOWS:

Section 1.. Authorj4j. The. Bonds authorized herein
are issued~ursuant to Section 11—264.01, Arizona Revised
Statutes, as amended, and other applicable provisions of
law. This resolution will stay in full force and effect until
all Bonds authorized hereunder are fully paid or provided for
and all Policy Costs shall have been paid in full.

Section 2. Definitions; Interpretation.

A. Definitions. The following terms shall have
the following meanings in this resolution unless the text
expressly or by necessary implication requires otherwise:

“Accreted Value” shall mean, with respect to Capital
Appreciation Bonds, as of the date of calculation, the initial
principal amount thereof plus interest accrued thereon to such
calculation date, compounded from the date of initial delivery
at the interest rate thereof on stated dates, as set forth in
the resolution authorizing the issuance of such Capital
Appreciation Bonds.

“Agreement” shall mean any agreement between a
Reserve Fund Guarantor and the County, pertaining to a Reserve
Fund Guarantor’s reimbursement in the event of a Drawdown, as
such Agreement may be amended, modified or supplemented from
time to time.

“Assumed Interest Rate” shall mean an interest rate
for Variable Rate Obligations at the computation date computed
to be the lesser of (i) the maximum rate which Bonds of such
series may bear under the terms of their issuance or (ii) the
rate •of interest then established, for long—term bonds by the
30—year revenue bond index most recently published by The Bond
Buyer of New York, New York prior to the date of compufáition
(or in the absence of such published index, some other index
selected in good faith by the Finance Director of the County
after consultation with one or more reputable, experienced
investment bankers as being equivalent thereto).

“Average Annual Debt Service” shall mean, at the
time of computation, the average of each Bond Year’s aggregate
scheduled Bond principal and interest requirements; when
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computing Average Annual Debt Service, Variable Rate Obliga-
tions shall be deemed to bear interest at the Assumed Interest
Rate and Bonds subject to mandatory redemption shall be
treated as maturing on their respective mandatory redemption
dates and not at their stated maturity date and interest shall
be deemed to cease on Bonds subject to mandatory redemption at
the scheduled mandatory redemption dates.

“Beneficial Owner” shall mean the owner of any
beneficial interest in any Book—Entry Bond as shown on the
records of any Direct or Indirect Participant.

“Board” shall mean the Board of.Supervisors of the
County. -

“Bond Fund” shall mean the Bond Fund created
pursuant to Section 10 hereof,

“Bond Insurer” shall mean an issuer of a Municipal
Bond Insurance Policy ~ertaining to the Bonds or any part
thereof.

“Bond Register” shall mean the registration books
pertaining to the ownership and transfer of the Bonds
maintained by the Bond Registrar on behalf of the County.

“Bend Registrar” shall mean The Valley National Bank
of Arizona, or its successor as bond registrar.

“Bonds” shall mean the Pima County, Arizona Sewer
Revenue Refunding Bonds, Series 1991, authorized to be issued
herein and all Parity Bonds.

“Bond Year” shall mean initially the period from the
date of th&Seriès 1991 Bonds to July 1, 1992, and thereafter
the one—year period commencing each July 2 and ending on the
next forthcoming July 1. A Bond Year shall correspond to the
Fiscal Year beginning on July 1 of the same year and ending on
June 30 of the next year.

“Book—Entry Bonds” shall mean, initially, all Series
1991 Bonds ~nd sudh other series or portion of a series of
Parity Bonds which are hereafter designated by the County as
Book-Entry Bonds.

“Capital Appreciation Bonds” shall mean Parity Bonds
whose interest component is compounded semiannually on stated
dates until maturity or to a date on which such Capital Appre-
ciation Bonds are converted to Bonds paying interest
semiannually, if so permitted or required.
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“capitalized Reserve Account” shall mean the
Capitalized Reserve Account created pursuant to Section 10
hereof.

“Chairman” means the Chairman of the Board.

“Clerk” shall mean the Clerk of the Hoard.

“Construction Fund” shall mean the Construction Fund
created pursuant to Section 10 hereof.

“Contributed Reserve Account” shall mean the
Contributed Reserve Account created pursuant to Section 10
hereof.

“County” shall mean Pima County, Arizona.

“Deficiency” shall mean the difference between (i)
the total aii5iint due on a principal or interest payment date
for the Bonds and (ii) the amount that has been deposited in
the Bond Fund for payment to the Owners (which amount shall
not include payments made pursuant to a Municipal Bond Insur-
ance Policy or a Reserve Fund Guaranty but shall include all
moneys transferred from the Reserve Fund to the Bond Fund or
available in the Reserve Fund for such transfer).

“Depository Trust Agreement” shall mean the
agreement between the County and The Valley National Bank of
Arizona, as Trustee, regarding the holding in trust of the
securities purchased to secure payment of the Bonds Being
Refunded and other matters.

“Direct Participant” or “DTC Participant” shall mean
any broker—dealer, bank or 6�her financial institution for
which the DTC holds Book-Entry Bonds from time to time as a
securities depository.

“Drawdown” shall mean any amount drawn by the Paying
Agent underThny Reserve Fund Guaranty.

“Drawdown Date” shall mean the date on which the
Paying Agent makes a Drawdown.

“DTC” shall mean the Depository Trust Company, the
depository for the Book—Entry Bonds.

“Finance Director” shall mean the Pima County
Finance Director.

“Fiscal Year” shall mean the twelve month period
beginning e~3h July 1 and ending on June 30th of the next
succeeding year.
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“Government Obligations” shall mean (i) direct and
general obligations of the United States of America, or those
which are unconditionally guaranteed as to principal and
interest by the same, (ii) obligations issued by either the
Resolution Trust Corporation or the Resolution Funding
Corporation, the payment of which is ultimately backed by the
United States Treasury; and (iii) pre—refunded municipal
obligations meeting the following criteria:

(a) the municipal obligations may not be callable
prior to maturity or, alternatively, the
trustee has received irrevocable instructions
concerning their calling and redemption;

(b) the municipal obligations are secured by cash
or securities described in subparagraphs (i)
and (ii) above (the “Defeasance Obligations”),
which cash or Defeasance Obligations may be
applied only to interest, principal and premium
payments of such municipal obligations;

(c) the principal of and interest on the Defeasance
Obligations (plus any cash in the fund) are
sufficient to meet the liabilities of the
municipal obligations;

Cd) the Defeasance Obligations serving as security
for the municipal obligations must be held by
an escrow agent or a trustee; and

(e) the Defeasance Obligations are not available to
satisfy any other claims, including those
against the trustee or escrow agent.

“Indirect Participant” shall mean any financial
institution for whom any Direct Participant holds an interest
in a Book-Entry Bond.

“Maximum Annual Debt Service” shall mean, at the
time of computation, the greatest scheduled Bond principal and
interest requirements occurring in the then—current, or any
subsequent, Bond Year on all Bonds Outstanding; when computing
Maximum Annual Debt Service, Variable Rate Obligations shall
be deemed to bear interest at the Assumed Interest Rate and
Bonds subject to mandatory redemption shall be treated as
maturing on their respective mandatory redemption dates and
not at their stated maturity date and interest shall be deemed
to cease on Bonds subject to mandatory redemption at the
scheduled mandatory redemption dates.



“Municipal Bond Insurance Policy” shall mean any
Municipal Bond Insurance Policy insuring the payment of the
principal of and interest on all or any part of the Bonds
according to their terms.

“Net Revenues” shall mean Revenues remaining after
deducting Operating Expenses.

“Operating Expenses” shall mean the reasonable and
necessary costs of System operation, maintenance, and repair,
including salaries, wages, cost of materials and supplies, and
insurance, but shall exclude depreciation, payments into the
Bond Fund, the Reserve Fund, the Reimbursement Fund and the
Rebate Fund.

“outstand~ps” or “Outstanding Bonds” when used with
reference to the Bonds, shall mean, as of any determination
date, all Bonds theretofore authenticated and delivered
except:

(a) Bonds theretofore cancelled or delivered for
cancellation;

(b) Bonds that are deemed paid and no longer
Outstanding as provided herein; and

(c) Bonds in lieu of which other Bonds have been
issued pursuant to the provisions hereof relating to Bonds
destroyed, stolen, lost or mutilated, unless evidence satis-
factory to the County Treasurer has been received that any
such Bond is owned by a bona fide purchaser.

“Owner”, except as provided in Section 17(B), shall
mean any peFion who shall be the registered owner of any Bond
or Bonds Outstanding (including, with respect to a Ebok—Entry
Bond, DTC or a successor depository).

“Parity Bonds” shall mean any additional Bonds
issued in accordance with Section 13 hereof.

“Paying Agent” shall mean The Valley National Bank
of Arizona, or its successor as paying agent.

“permitted Investments” shall mean, to the extent
permitted by law:

1. Direct and general obligations of the United
States of America, or obligations unconditionally guaranteed
as to principal and interest by the same.
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Also permitted are evidences of ownership of
proportionate interests in future interest and principal
payments of the above United States obligations. Investments
in such proportionate interests must be limited to circum-
stances wherein (a) a Bank or trust company acts as custodian
and holds the underlying United States obligations; (b) the
owner of the investment is the real party in interest and has
the right to proceed directly and individually against the
obligor of the underlying United States obligations; and (c)
the underlying United States obligations are held in a special
account separate from the custodian’s general assets, and are
not available to satisfy any claim of the custodian, any
person claiming through the custodian, or any person to whom
the custodian may be obligated.

2. Obligations issued or guaranteed by the
following instrumentalities or agencies of the United States
of America:

(a) Federal Home Loan Bank System;
(b) Export—Import Bank of the United States;
(c) Federal Financing Bank;
(d) Government National Mortgage

Association;
• (e) Farmers Home Administration;

(f) Federal Hone Loan Mortgage Company;
(g) Federal Housing Administration;
(h) Private Export Funding Corporation;
(i) Federal National Mortgage Association; and
(j) obligations issued by either the Resolution

Trust Corporation or the Resolution Funding
Corporation, the payment of which is ultimately
backed by the United States Treasury.

3. ne—refunded municipal obligations meeting the
following conditions:

(a) the bonds are not to be callable prior to
maturity or the trustee has been given irrevocable
instructions concerning their calling and redemption;

(b) the bonds are secured by cash or Permitted
Investments described in No. 1 (the “United States Obliga-
tions”) which may be applied only to interest, principal, and
premium payments of such bonds;

(c) the principal of and interest on the United
States Obligations (plus any cash in the fund) are sufficient
to meet the liabilities of the bonds;

(d) the United States Obligations serving as
security for the bonds are held by an escrow agent or trustee;
and
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(e) the United States Obligations are not available
to satisfy any other claims, including those against the
trustee or escrow agent.

4. Direct and general long—term obligations of any
state on which the full faith and credit of the state is
pledged and which are rated in either of the two highest
rating categories by either Moody’s Investors Service
(hereinafter referred to as Moody’s) or Standard and Poor’s
Corporation (hereinafter referred to as S&P) or, in the event
each of such rating agencies rate such obligations, by each of
them; provided, however, that if, at the time of purchase,
neither Moody’s nor S&P then rate comparable obligations, the
obligations must be rated in one of the two highest rating
categories for comparable obligations by one of the two most
widely recognized rating agencies then rating such credits.

5. Direct and general short term obligations of
any state described in No. 4 above which are rated in the
highest rating category by either Moody’s or S&P or, in the
event each of such rating agencies rate such obligations, by
each of them; provided, however, that if, at the time of
purchase, neither Moody’s nor S&P then rate comparable
obligations, the obligations must be rated in the highest
rating category for comparable obligations by one of the two
most widely recognized rating agencies then rating such
credits.

6. Interest bearing demand or time deposits issued
by state banks, savings and loan associations or trust
companies or any national banking associations which are
members of the Federal Deposit Insurance Corporation (FDIC).
These deposits must be (a) continuously and fully insured by
FDIC, (b) with banks that are rated at least P—i by Moody’s or
at least A—i by S&P, or (c) fully secured by direct and
general obligations of the United States, or those which are
unconditionally guaranteed as to principal and interest by the
same. Such United States’ securities must have a market value
at all times at least equal to the principal amount of the
deposits. The United States’ securities must be held by the
County or the Bond Registrar and Paying Agent (who shall not
be the provider of the collateral), or any Federal Reserve
Bank or Depositary, as custodian for the institution issuing
the deposits. The County or the Bond Registrar and Paying
Agent should have a perfected first lien in the United States
Obligations serving as collateral, and that collateral is to
be free from all third party liens.

7. Long—term or medium—term corporate debt
guaranteed by any dorporation rated by Moody’s and S&P in
their two highest rating categories.
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8. Repurchase agreements, the maturity of which
are less than thirty (30) days, entered into with financial
institutions such as banks or trust companies organized under
state law or national banking associations, insurance
companies, or government bond dealers reporting to, trading
with, and recognized as a primary dealer by the Federal
Reserve Bank of New York and a member of the Security
Investors Protection Corporation or with a dealer or parent
holding company rated investment grade by Moody’s or S&P;
provided, however, that if, at the time of purchase, neither
Moody’s nor S&P then rate comparable obligations, the
obligations must be rated in one of the two highest rating
categories for comparable obligations by one of the two most
widely recognized rating agencies then rating such credits.
The repurchase agreement should be secured by direct and
general obligations of the United States of America or those
unconditionally guaranteed as to principal and interest by the
same. The United States obligations must have a fair market
value, exclusive of accrued interest, at least equal to the
amount invested in the repurchase agreement. The County or
the Paying Agent (who shall not be the provider of the
collateral) must have a perfected first lien in, and retain
possession of, the collateral. The obligations serving as
collateral must be free from all third party claims.

9. Prime commercial paper of a United States
corporation, finance company or banking institution rated at
least “P—i” by Moody’s or at least “A—i” by S&P; provided,
however, that if, at the time of purchase, neither Moody’s nor
S&P then rate comparable obligations, the obligations must be
rated in one of the two highest rating categories for
comparable obligations by one of the two most widely
recognized rating agencies then rating such credits.

10. Interests in money market portfolios issued by
state banks, trust companies, savings and loan associations,
or national banking associations which are members of the
FDIC. Such interest should be (a) fully insured by FDIC; or
(b) secured by direct and general obligations of the United
States or those guaranteed as to principal and interest by the
same. The collateral obligations must have a market value,
exclusive of accrued interest, at least equal to the principal
amount of the interests in the money markets and should be
held by a custodian.

11. Public housing bonds issued by public
agencies. Such bonds must be fully secured by a pledge of
annual contributions under a contract with the United States
government; temporary notes, preliminary loan notes or project
notes secured by a requisition or payment agreement with the
United States; or state or public agency or municipality
obligations rated in the highest rating category by a
nationally recognized bond rating agency.
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12. Shares of a diversified open—end management
investment company as defined in the Investment Company Act of
1940, which is a money market fund, which has been rated in
the highest rating categories by Moody’s or S&P; provided,
however, that if, at the time of purchase, neither Moody’s nor
S&P then rate comparable obligations, the obligations must be
rated in one of the two highest rating category for comparable
obligations by one of the two most widely recognized rating
agencies then rating such credits, or money market accounts of
the Trustee or any state or federal bank which is rated at
least P-i by Moody’s or at least A—i by S&P or whose one bank
holding company parent is rated at least A—I by S&P or at
least P-l by Moody’s; provided, however, that if, at the time
of purchase, neither Moody’s nor S&P then rate comparable
obligations, the obligations must be rated in a comparable
rating category for comparable obligations by one of the two
most widely recognized rating agencies then rating such
entities, all to the extent not fully insured by FDIC having a
combined capital and surplus of not less than $50,000,000 at
the time of any such deposit.

Any other provision of this definition of Permitted
Investments to the contrary notwithstanding, from and after
the execution of the initial Agreement, this definition shall
be deemed amended to conform to the definition set forth in
such Agreement.

“Policy Costs” shall mean the amount necessary to
reimburse a Reserve Fund Guarantor for any Drawdown(s)
pursuant to the terms of an Agreement including, without
limitation, the amount of any Drawdown, such Reserve Fund
Guarantor’s expenses (including any legal expenses) and
interest thereon at the Reimbursement Rate until paid.

“Purchasers” shall mean, with respect to the Series
1991 Bonds,Thauscher Pierce Refsnes, Inc., Dean Witter
Reynolds, Inc., First Southwest Company, Peacock, Hisiop,
Staley & Given, Inc. and Piper Jaffray & Hopwood, Inc.

“Rebate Fund” shall mean the Rebate Fund created
pursuant to• Section 10 hereof4

“Record Date” shall mean the fifteenth day of the
month preceding an interest payment date (or if such day is a
Saturday, Sunday or holiday, on the next preceding business
day).

“Reimbursement Fund” shall mean the Reimbursement
Fund created pursuaiit to Section 10 hereof.
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“Reimbursement Period” shall mean, with respect to
any Drawdown, the period commencing on the Drawdown Date and
ending on the first anniversary of a Drawdown Date.

“?eimbursement Rate” shall mean the respective rate
of interest to be paid by the County to reimburse a Reserve
Fund Guarantor after a Drawdown as set forth in the respective
Agreement.

“Representation Letter” shall mean letters to, or
agreements with, a depository for Book—Entry Bonds to
effectuate a book entry system with respect to certain Bonds
registered in the Bond Register under the nominee name of the
depository.

“Reserve Fund” shall mean the Reserve Fund created
pursuant to Section 10 hereof.

“Reserve Fund Guarantor” shall mean, with respect to
any series of Bonds, the issueE of a surety bond, letter of
credit or line of credit or insurance policy executed and
delivered to the Paying Agent as a Reserve Fund Guaranty, to
be issued by an entity experienced in insuring municipal bonds
or extending lines of credit with respect to municipal bonds
whose insurance policies, surety bonds, letters or lines of
credit will not adversely affect the Bonds’ then—current
rating if then rated by Moody’s Investors Service or by
Standard & Poor’s Corporation.

“Reserve Fund Guaranty” shall mean any surety bond,
letter of credit or line of credit or insurance policy exe-
cuted and delivered by a Reserve Fund Guarantor to the County
or the Paying Agent for the County as a reserve fund guaranty
for purposes of this resolution.

“Reserve Fund Value” shall mean the value of moneys
and investments credited to the Reserve Fund determined in
accordance with Section 18 hereof plus the aggregate penal
sums of all Reserve Fund Guaranties.

“Reserve Requirement” shall mean, initially, an
amount equal to Average Annual Debt Service on the Series 1991
Bonds, which amount shall be adjusted upon the issuance of
Parity Bonds to equal Average Annual Debt Service immediately
after such issuance or the maximum amount the Reserve Fund is
then permitted to increase under Section 148 of the Internal
Revenue Code of 1986, as amended, or any comparable statutory
provision limiting the amount of a reasonably required reserve
and replacement fund.

“Revenue Fund” shall mean the Revenue Fund created
pursuant to Section 10 hereof.
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“Revenues” shall mean and include all income, moneys
and receipts derived by the County from the ownership, use and
operation including, without limitation, interest received on,
and profits realized from the sale of, investments made with
System moneys (excluding from such determination interest and
profits retained in either the Construction Fund or the System
Development Fund pursuant to Section 1OB(8)) however, the term
Revenues shall not include Bond proceeds or the interest
received on any Bond proceeds placed irrevocably in trust to
pay, or provide for the payment of, any Bond or Bonds Being
Refunded or any amounts received which the County is
contractually required to pay out as reimbursement for
acquisition, construction or installation of System
facilities.

“Series 1991 Bonds” shall mean the series of Bonds

authorized to be issued pursuant to Section 3 hereof.

“State” shall mean the State of Arizona.

“System” shall mean the County’s entire sewer
system, all sewer properties of every nature hereafter owned
by the County and all acquisitions, improvements and exten-
sions added thereto by the County while any Bonds remain
Outstanding, including all real and personal property of every
nature comprising part of, or used or useful in connection
with, the County’s sewer system, and including all appur-
tenances, cont±acts, leases, franchises, and other
intangibles.

“~~tem Development Fund” shall mean the system
development fund created pursuant to Section 10 hereof.

“Variable Rate Obligations” shall mean any Parity
Bonds which may, in the future, bear interest at rates which
cannot be determined with specificity on their original issue
date.

B. Interpretation.

1. Any reference herein to the County, its
Board or any officer thereof shall include those succeeding to
their functions, duties or responsibilities pursuant to or by
operation of law or who are lawfully performing their
functions.

2. Unless the context otherwise indicates,
words importing the singular shall include the plural and vice
versa and the use of the neuter, masculine or feminine gender
is for convenience only and shall be deemed to mean and
include the neuter, masculine or feminine gender.
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3. Section headings and the table of contents
hereof are solely for convenience and do not constitute a part
hereof and shall not affect the meaning, construction or
effect hereof.

4. The words “hereof” or “herein” shall refer
to this resolution.

5. All accounting reports or statements
required by this resolution shall be presented in accordance
with generally accepted governmental accounting principles at
the date of the report or statement.

Section 3. Authorization of Bonds.

A. To advance refund the Bonds Being Refunded,
there are hereby authorized to be issued not to exceed
$60,000,000 principal amount of Pima County, Arizona Sewer
Revenue Refunding Bonds, Series 1991. The Bonds shall never
be construed to be general obligations of the County within
the meaning of Title 35, Chapter 3, Article 3, Arizona Revised
Statutes, as amended, or to create a debt of the County within
the Constitution and laws of the State.

• B. The Bonds are special obligations of the County
payable solely from and secured as to the payment of the
principal and redemption price thereof, and interest thereon,
in accordance with their terms and the provisions hereof.
Subject to Section 10(B) hereof,’ Net Revenues are pledged as
security for the payment of the principal and redemption price
of, and interest on the Bonds in accordance with their terms
and the provisions hereof. All Net Revenues shall be
immediately subject to the pledge of this resolution without
any physical delivery thereof or further act, and the lien of
this pledge shall be valid and binding as against all persons
having claims of any kind in tort, contract or otherwise
against the County, irrespective of whether such persons have
notice thereof. Nothing contained in this section shall be
construed as limiting any authority granted elsewhere herein
to issue Parity Bonds nor be deemed a limitation upon the
issuance of bonds, notes or other obligations under any law
pertaining to the County secured by moneys, income and funds
other than the Net Revenues and other moneys and investments
pledged hereunder.

Section 4. Terms of Bonds. The Series 1991 Bonds
shall be dated either the first or the 15th day of the month
in which the Series 1991 Bond Purchase Agreement is executed,
at the option of the Chairman, shall be numbered from 1 con-
secutively upwards, shall be fully registered Bonds without
coupons, shall be in the denomination of $5,000 or any
integral multiple thereof, shall bear interest at a rate or
rates not exceeding eight and one—half percent (8—1/2%) per

—15—



annum from the most recent January 1 or July 3. to which
interest has been paid or duly provided for or, if no interest
has been paid or duly provided for, from their date, which
interest shall be payable on January 1, 1992, and semiannually
thereafter on July 1 and January 1 of each year during the
term of each Bond. The principal of the Bonds shall be
payable at the principal corporate trust office of The Valley
National Bank of Arizona in Phoenix, Arizona, as Paying
Agent. Interest on the Bonds shall be payableby check mailed
to the Owner thereof, as shown on the Bond Register at the
address appearing therein at the close of business on the
Record Date. Additionally, payment may also be made by wire
transfer to DTC or upon two (2) days prior written request
delivered to the Paying Agent specifying a wire transfer
address in the continental United States by any Owner of Bonds
(other than DTC) owning an aggregate principal amount of at
least $1,000,000. No document of any nature whatsoever need
be surrendered as a condition to payment of principal of and
interest on Book—Entry Bonds.

All Series 1991 Bonds will be registered so as to
participate in a book—entry system with DTC (the “DTC
Program”). Either the Chairman or the Finance Director is
authorized to execute a Representation Letter or such other
documents as may be necessary for the County to participate in
the DTC Program. Upon initial issuance, the ownership of the
Bonds held by DTC shall be registered in the Bond Register in
the name of Cede & Co., or any successor thereto, as nominee
for DTC. The County shall have no responsibility or obliga-
tion to Direct or Indirect Participants or Beneficial Owners
for which DTC holds Bonds from time to time as a depository.
Without limiting the immediately preceding sentence, the
County shall have no responsibility or obligation with respect
to (a) the accuracy of the records of DTC, Cede & Co., or any
Direct or Indirect Participant with respect to any beneficial
ownership interest in the Bonds, (b) the delivery to any
Direct or Indirect Participant or any person, other than a
registered Owner of a Bond as shown in the Bond Register, of
any notice with respect to the Bonds, or Cc) the payment to
any Direct or Indirect Participant or any other person, other
than a registered Owner as shown in the Bond Register, of any
amount with respect to the Bonds. No person other than an
Owner as shown in the Bond Register shall receive a certifi-
cate evidencing a Bond or confirming ownership of a Book—Entry
Bond.

The Series 1991 Bonds shall mature on July 1 of each
year. The Series 1991 Bonds shall mature in such amounts in
any of the years 1992 to 2015 as shall be acceptable to the
Purchasers and accepted by the Chairman. No Series 1991 Bonds
may mature later than July 1, 2015. The Series 1991 Bonds may
be sold at a price which is below par, but the difference
between the price for which the Series 1991 Bonds are sold and
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their par value 1(exclusive of accrued interest) shall not be
greater than ~ _% of such par value4

The terms of Bonds included in any series of Parity
Bonds shall be set forth in the resolution authorizing such
Parity Bonds.

The Valley National Bank of Arizona is hereby
appointed as the Bond Registrar and the Paying Agent. The
Bond Registrar shall maintain the Bond Register for registra-
tion of ownership of each Bond. A Bond may be transferred on
the Bond Register upon its delivery to the Bond Registrar,
accompanied by a written instrument of transfer in form and
with guaranty of signature satisfactory to the Bond Registrar,
duly executed by such Bond’s Owner or the Owner’s attorney—in-
fact or legal representative, containing written instructions
as to the details of its transfer. Transfers shall not be
effective until entered on the Bond Register.

In all cases upon the transfer of a Bond, the Bond
Registrar will enter the transfer of ownership on the Bond
Register and will authenticate and deliver in the transferee
or transferee’s name a new fully registered Bond or Bonds in
denominations of $5,000 or any integral multiple thereof (no
Bond shall be issued which relates to more than a single
principal maturity) for the aggregate principal amount which
the Owner is entitled to receive. The County or the Bond
Registrar will charge the Owner for every such transfer an
amount sufficient to reimburse them for any transfer fee, tax
or other governmental charge required to be paid with respect
to such transfer, and may require that such transfer fee, tax
or governmental charge be paid before any such new Bond or
Bonds shall be delivered.

The Bond Registrar shall keep the Bond Register
showing the Bonds’ Owners and all ownership transfers. Bonds
presented to the Bond Registrar for transfer after the close
of business on the Record Date and before the close of
business on the next subsequent interest payment date will be
registered in the transferee’s name but the related interest
payment will be made to the Owners shown on the Bond Register
at the close of business on the Record Date.

The Bond Registrar may but need not register the
transfer of a Bond which has been selected for redemption and
need not register the transfer of any Bond for a period of
fifteen (15) days before the selection of Bonds to be
redeemed; if the transfer of any Bond which has been called or
selected for call for redemption in whole or in part is
registered, any notice of redemption which has been given to
the transferor will be binding upon the transferee and a copy
of the notice of redemption will be delivered to the
transferee along with the Bond or Bonds.
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Section 5. Redem~tionPrior to Maturity. On
behalf of the County, the Chairman 1s authorizecFEà agree to
such provisions for redemption of the Series 1991 Bonds prior
to maturity as he deems in the best interests of the County,
and is authorized to include such prior redemption terms in
the form of Series 1991 Bonds and to cause the Series 1991
Bonds to include such terms. The prior redemption features
may include both optional and mandatory redemptions.

The Series 1991 Bonds shall be redeemed only in
integral multiples of $5,000. If less than all Outstanding
Series 1991 Bonds of a single maturity are to be redeemed, the
Bonds in that maturity to be redeemed shall be selected by lot
in such manner as the Bond Registrar may determine.

Not more than sixty (60) nor less than thirty (30)
days before any prior redemption date, the Bond Registrar
shall cause a notice of any such redemption to be mailed by
registered or certified mail to each Reserve Fund Guarantor
and to the Owner of each Bond to be redeemed at the address
shown on the Bond Register. Failure to mail notice to any
Owner shall not affect the validity of the proceeding for the
redemption with respect to other Owners.

On the date designated for redemption by notice
given as herein provided, the Bonds so called for redemption
shall become and be due and payable at the redemption price
provided for redemption of such Bonds on such date, and, if
moneys for payment of the redemption price and accrued
interest are held in separate accounts by the Paying Agent,
interest on such Bonds or portions of Bonds so called for
redemption shall cease to accrue, such Bonds shall cease to be
entitled to any benefit or security hereunder and the Owners
of such Bonds shall have no rights in respect thereof except
to receive payment of the redemption price thereof and accrued
interest and such Bonds shall be deemed paid and no longer
Outstanding.

The County may redeem an amount which is included in
a Bond in the denomination in excess of, but divisible by,
$5,000. In that event, the Owner shall submit the Bond for
partial redemption and the Paying Agent shall make such.
partial payment and the Bond Registrar shall .cause to be
issued a new Bond in a principal amount which reflects the
redemption so made to be authenticated and delivered to the
Owner thereof.

Whenever Bonds which are subject to mandatory
redemption are purchased, redeemed (other than pursuant to
mandatory redemption) or are delivered by the County to the
Paying Agent for cancellation, the principal amount of the
Bonds so retired shall satisfy and be credited against any
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mandatory redemption requirements for the respective series of
Bonds so purchased, redeemed or cancelled of the same maturity
for such years as the County may direct.

The prior redemption terms for any Parity Bond
series shall be as set forth in the resolution authorizing the
issuance of such series of Bonds.

Section 6. Bond Execution. The Bonds shall be
executed for the County bythe Chairman and shall be attested
by the Clerk by their manual or facsimile signatures and by
imprinting thereon the corporate seal of the County, and such
officials are authorized and directed to execute the Bonds as
aforesaid.

Section 7. Source of Payment and Pledge of
Revenues. The Bonds shall be payable tholely from the Net
Revenues. The Bonds shall be equally and ratably secured by a
pledge thereof and lien thereon without priority one over the
other.

Section 8. Bond !orms.

A. The Bonds shall be in substantially the form
attached hereto as Exhibit A allowing those executing the
Bonds to make inser�ions and deletions necessary to conform
the Bonds to this resolution and the Offer.

B. The form of Bonds pertaining to Parity Bonds
shall be determined by the County. The County shall cause the
Bond forms applicable to any series of Parity Bonds to conform
as nearly as practicable to the Bond form set forth in Exhibit
A. Parity Bonds may be in the form of fixed interest rate
6bligations, Capital Appreciation Bonds or Variable Rate
Obligations or any combination thereof.

Section 9. Rate Covenant. The County covenants and
agrees with the Owners that it will establish and maintain
rates, fees and other charges for all services supplied by the
System to provide Revenues fully sufficient, after making
reasonable allowance for contingencies and errors in esti-
mates, to pay all Operating Expenses and produce aggregate Net
Revenues in each Fiscal Year equal to at least one hundred
twenty percent (120%) of the principal and interest require-
ments on all Outstanding Bonds for the corresponding Bond Year
(treating Variable Rate Obligations as bearing interest at the
Assumed Interest Rate and Bonds subject to mandatory
redemption as maturing on their respective mandatory
redemption dates).
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Section 10. Creation of Funds; Application of
Revenues.

A. Upon the Series 1991 Bonds’ issuance, the
County Treasurer shall create the following special funds and
accounts to be held in trust for the Owners, Reserve Fund
Guarantors or the County, as the case may be, and expended as
herein provided:

1. The Pima County Sewer Revenue Bond Revenue
Fund (the “Revenue Fund”).

2. The Pima County Sewer Revenue Bond Opera-
tion and Maintenance Fund (the “Operation and Maintenance
Fund”).

3. The Pima County Sewer Revenue Bond
Principal and Interest Fund (the “Bond Fund”).

4. The Pima County Sewer Revenue Bond Reserve
Fund Guarantor Reimbursement Fund (the “Reimbursement Fund”).

5. The Pima County Sewer Revenue Bond Reserve
Fund (the “Reserve Fund”), which fund also shall contain
separate accounts to be known as the Capitalized Reserve
Account and the Contributed Reserve Account.

6. The Pima County Sewer Revenue Bond Rebate
Fund (the “Rebate Fund”).

7. The Pima County Sewer Revenue Bonds System
Development Fund (the “System Development Fund”).

6. The Pima County Revenue Bond Sewer
Construction Fund (the “Construction Fund”).

B. While any Bonds are Outstanding and unpaid
either as to principal or interest, the entire Revenues shall
be held in the County Treasurer’s custody in the Revenue
Fund. The Revenue Fund shall be disbursed only for the
purposes herein authorized and only in the following order of
priority:

1. Operation and Maintenance Fund. First, to
the Operation and Maintenance Fund, on or before the tenth
(10th) day of each month, an amount which, together with any
money already on deposit in said Fund, will be sufficient to
pay Operating Expenses for said month. Money in the Operation
and Maintenance Fund shall be used only to pay Operating
Expenses. The County may accumulate in the Operation and
Maintenance Fund equitable allowances for accruals and
accumulations to cover periodic Operating Expenses, including
such items as insurance premiums and expenditures for
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renewals, replacements and repairs normally classified as
Operating Expenses. Where items such as insurance, gasoline
and electrical energy are purchased by the County at large, it
may allocate to the System only its share of such expenditure,
which allocation shall not be contestable except for fraud or
willful misconduct by the County.

2. Bond Fund. Second, on or before the tenth
(10th) day of each month, to the Bond Fund the following
amounts in the following manner:

(a) Commencing August 10, 1991, through
December 10, 1991, one—fifth (1/5), and
commencing January 10, 1992, one—sixth (1/6) of
the interest becoming due on the next interest
payment date on all Series 1991 Bonds then
Outstanding; and

(b) Commencing August 10, 1991, through
June 10, 1992, one—eleventh (1/11), and
commencing July 10, 1992, one—twelfth (1/12) of
the principal becoming due on the next
principal payment date on all Series 1991 Bonds
then Outstanding.

The proceedings pertaining to the issuance of Parity Bonds
shall provide for additional deposits to the Bond Fund
sufficient to satisfy all additional or modified debt service
requirements.

The Bond Fund shall be a trust fund used solely to
pay principal of and interest on the Bonds. Moneys in the
Bond Fund shall be transferred to the Paying Agent as needed
to pay punctually all principal and interest as it matures or
comes due.

3. Reimbursement Fund. Third, if a Drawdown
shall have occurred, there shall be deposited to the
Reimbursement Fund to pay Policy Costs commencing the tenth
(10th) day of the first month following a Drawdown and each
month thereafter for the next succeeding eleven (11) months,
or until the Reimbursement Fund contains amounts sufficient to
reimburse all Policy Costs or all Policy Costs with respect to
such Drawdown have been paid, an amount equal to at least one—
twelfth (1/12) of the aggregate Policy Costs related to the
Drawdown. Moneys in the Reimbursement Fund shall be used only
to pay Reserve Fund Guarantors for Policy Costs.

Policy Costs owing to a Reserve Fund Guarantor shall
be paid from the Reimbursement Fund in twelve (12) equal
monthly installments commencing the tenth day of the first
month following a Drawdown; provided, however, that if moneys
are available in the System Development Fund the Finance
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Director may elect to transfer moneys to the Reimbursement
Fund and then direct that any such Policy Costs be paid at an
earlier date or dates. Policy Costs with respect to any
Drawdown which occurs against more than one Reserve Fund
Guaranty shall be reimbursed on a pro rata basis (calculated
by reference to the maximum amounts available for such
reimbursement).

If the County fails to repay any Policy Costs, the
Reserve Fund Guarantor or Guarantors shall be entitled to
exercise all remedies available to the Owners at law or under
this resolution or to any Reserve Fund Guarantor under any
Agreement other than (i) acceleration of the maturity of the
Bonds or (ii) any other remedies which would adversely affect
the Owners’ rights.

All Reserve Fund Guaranties shall be held by the
Paying Agent acting as fiduciary for the Owners. All Reserve
Fund Guaranties shall by their terms expire no earlier than
the final maturity date of the respective series for which
said Reserve Fund Guaranty applies.

4. Reserve Fund. Fourth, on or before the
tenth (10th) day of each month to the Reserve Fund any amounts
required to be deposited to the Reserve Fund in accordance
with Section 13(A)(4)(ii) if applicable, or one—twelfth (1/12)
of the amount required to restore the Reserve Fund to the
Reserve Requirement after a Reserve Fund withdrawal.

If, on any principal or interest payment date, a
Deficiency exists, then:

(a) If there are investments or cash in the
Reserve Fund, such investment shall be
liquidated and the cash and investment
proceeds transferred to the Bond Fund; and

(b) If the Deficiency is not cured after any
transfers pursuant to subparagraph (a)
above, then the Paying Agent shall deliver
a Drawdown request to each Reserve Fund
Guarantor. All Drawdowns and Reserve Fund
proceeds shall be applied solely to pay the
interest on, and principal of, the Bonds
then due.

All money so taken from the Reserve Fund to pay such
principal and interest shall be replaced therein from the
first moneys in the Revenue Fund thereafter received which are
not required for current transfers into the Operation and
Maintenance, Bond or Reimbursement Funds pursuant to
subparagraphs (1), (2) and (3) of this Subsection.
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The Reserve Fund shall contain two accounts, the
Contributed Reserve Account and the Capitalized Reserve
Account. The two accounts are created to segregate Reserve
Fund moneys and investments to provide a means of tracking
such deposits and investment income thereon for arbitrage
rebate purposes. All Reserve Fund deposits made.from Net
Revenues or other available moneys of the County shall be
deposited to the Contributed Reserve Account. All Bond
proceeds deposited to the Reserve Fund shall be deposited in
the Capitalized Reserve Account. Any proceedings hereinafter
taken with respect to Parity Bonds may specify the amount to
be deposited to either Account, so long as the minimum amount
required by this resolution to be deposited to the Reserve
Fund shall be so deposited. All Reserve Fund Guaranties shall
be deemed deposited to, and a part of, the Capitalized Reserve
Account.

If, after a Reserve Fund withdrawal, the Reserve
Requirement exceeds the Reserve Fund Value, unless otherwise
provided herein, such deficiency shall be made up over a
twelve (12) month period by deposit of twelve (12) substan-
tially equal payments to the Contributed Account of the
Reserve Fund.

5. Rebate Fund. Fifth, to the Rebate Fund the
balance remaining in the Revenue Fund until the amount in the
Rebate Fund equals the amount to be deposited in the Rebate
Fund for arbitrage rebate purposes during such Bond Year as
determined by the Finance Director.

6. ~ystem Development Fund. Sixth, any moneys
in the Revenue Fund exceeding the amounts necessary to be
placed in the Operation and Maintenance Fund, the Bond Fund,
the Reimbursement Fund, the Reserve Fund and the Rebate Fund
shall be deposited in the System Development Fund. After all
payments have been made in any month, moneys in the System
Development Fund may be used (without priority): (1) for
System extensions and betterments; (2) for unbudgeted
maintenance and operation expenses; (3) for the redemption of
Bonds then subject to optional redemption prior to maturity or
to purchase from time to time in the open market any
Outstanding Bonds as the Finance Director deems proper; (4) to
pay general obligation bonds issued by the County for
acquisition of the System or for construction of additions or
improvements to the System; (5) to make loans to the County to
be used for any lawful County purpose under equitable terms
prescribed by the Board; or (6) used for any lawful System
purpose.

7. The money in the Revenue Fund shall be
allotted and paid into the various Funds hereinbefore estab-
lished in the order in which said Funds are listed and if in
any month the money in the Revenue Fund is insufficient to
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make the required deposits to any Fund, the insufficiency
shall be made up in the following month or months after
payment into all Funds enjoying a prior claim to the Revenues
has been met in full.

8. Money on deposit in the Revenue Fund, the
Operation and Maintenance Fund, the Bond Fund, the Reserve
Fund, the Reimbursement Fund and the Rebate Fund may be
invested and reinvested by the County in Permitted Invest-
ments. All income derived from such investments shall be
regarded as System Revenues and shall be deposited in the
Revenue Fund. Such investments shall be liquidated as needed
and the proceeds applied to the purpose for which the
respective fund or account was created. Moneys in the
Construction and System Development Funds may be invested in
any investment which the County is permitted by law from time
to time to make. At the option of the Finance Director,
income derived from investments of moneys in either the
Construction or System Development Funds shall be deposited to
either the Revenue Fund or retained in the respective Fund.

Section 11. Covenants ReQardinq~he System. The
County covënañts and agrees with each Owner that it will:

A. Permit no free sewer services to be furnished
to any consumer or user;

B. Maintain the System in good condition and
operate the same in an efficient manner and at reasonable
cost;

C. Maintain insurance on all System properties
(which may be in the form of or include an adequately-funded
program of self—insurance) of the type andwith the coverage
normally carried by municipalities or private companies
engaged in a similar business. System self—insurance may be
maintained either separately or in connection with any County-
wide self—insurance program; provided, that (i) any such
program is in writing and has been adopted by the Board and
(ii) an independent insurance or actuarial consultant
appointed by the County annually reviews and certifies to the
County in writing that any such program is adequate and
actuarially sound. The proceeds of any such insurance, except
public liability insurance, received by the County shall be
pledged as security for the Bonds until used to replace the
System parts damaged or destroyed, or if not so used, shall be
placed in the Revenue Fund in addition to all other moneys
required to be deposited therein;

0. Cause to be kept proper books and accounts
adapted to the System, and cause the books and accounts to be
audited after each Fiscal Year by a recognized independent
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certified public accountant firm in accordance with generally
accepted governmental accounting practices;

The County will furnish copies of such audits to any
Reserve Fund Guarantor and to any Owner at their request, no
later than one hundred eighty (180) days after the end of each
Fiscal Year;

E. Faithfully and punctually perform all its
duties concerning the System required by the Constitution and
laws of the State of Arizona;

F. Not sell, lease, mortgage or in any manner
dispose of the System or any part thereof, including any
extensions and additions that may be added thereto, until all
Bonds and any County obligations under any.Agreement have been
paid or provided for in full. This covenant shall not be
construed to prevent the disposition of property which the
County determines to be inexpedient for use in connection with
the System. All proceeds from such disposition shall be
deposited in the Revenue Fund;

G. Prior to each Fiscal Year, prepare and adopt a
budget showing the estimated Revenues and Operating Expenses
for System operation and maintenance for the ensuing Fiscal
Year, and will undertake to operate the System within such
budget to the best of its ability. Copies of such budgets and
amendments thereto will be made available to any Owner upon
request;

H. To the extent allowed by law, discontinue the
service to any premises for which the owner or occupant shall
be delinquent in the payment of System charges for a period
beyond the period allowed by County policy from time to time,
not resume the service until all delinquent charges, with
interest and penalties, shall have been paid, and do all
things and exercise all remedies legally available to assure
the prompt payment of System charges;

I. Duly pay and discharge, from time to time, or
cause to be paid and discharged, all taxes, assessments or
other governmental charges, if any, lawfully imposed upon the
System, or upon any Revenues when the same shall become due,
as well as any lawful claims for labor, materials and supplies
which, if unpaid, might by law become a lien or charge upon
the System, or upon any Revenues, or which might impair the
security of the Bonds and subject to the provisions hereof,
will duly observe and conform to all valid governmental
requirements pertaining to the System and to all covenants,
terms and conditions hereof;
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J. Deposit the net proceeds realized by the County
from any eminent domain proceeding concerning the System in
the Revenue Fund;

K. To the extent allowed by law, refuse to grant
any franchise or permits for any competing sewer system
operation in the County. This covenant shall not prohibit the
County from entering into “privatization” contracts, agree-
ments or other similar arrangements with private parties.

L. Not cause or permit the moneys in the Bond
Fund, the Reimbursement Fund, the Reserve Fund or the
Construction Fund to be invested in any investments except
Permitted Investments.

M. Not violate the terms of any Agreement and will
give all notices and perform all acts and abide by all
promises contained in such Agreement or Agreements.

Section 12. Remedie~of Owners, Any Owner may
either at law or in equity, by suit, action, mandamus or other
proceedings, in any court of competent jurisdiction protect
the lien on the Net Revenues, enforce and compel performance
of all duties imposed upon the County by the provisions hereof
or seek the appointment of a receiver as herein provided.

If any default occurs in the payment of principal of
or interest on any Bonds, then upon the filing of suit by an
Owner, any court having jurisdiction of the action may appoint
a receiver to administer the System for the County with power
to charge and collect fees sufficient to pay all Operating
Expenses and to make all required payments to the Bond,
Reimbursement and Reserve Funds.

Section 13. Equality of Lien; Parity Bonds. The
Bonds shall each enjoy complete parity of lien on the Net
Revenues despite the fact that any Bond may have been
delivered before any other Bonds. The County will issue no
other bonds or obligations of any kind or nature payable from
or enjoying a lien on the Net Revenues having priority over or
parity with the Bonds herein authorized; provided, however,
that additional Parity Bonds nay be issued on a parity with
the Bonds herein authorized under the following conditions,
but not otherwise:

A. Parity Bonds may be issued on a parity with the
Bonds herein authorized only if all the following conditions
are met:

1. The Net Revenues for the completed Fiscal
Year immediately preceding the issuance of the
Parity Bonds must have been at least equal to one
hundred twenty percent (120%) of Maximum Annual Debt
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Service on all Bonds to be Outstanding immediately
after issuance of such Parity Bonds as shown by a
~ For the
~TüTposes of the computation required by this
subsection, additional amounts may be added to the
Net Revenues of the preceding Fiscal Year, as
follows: (i) If all or part of the proceeds of the
Parity Bonds are to be expended for the acquisition
of existing sewer properties, the net revenues which
would have been derived from the operation of such
acquired sewer properties during the entire
immediately preceding Fiscal Year, as estimated by
an engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues, (ii) if during such
preceding Fiscal Year the County has acquired
existing sewer properties, the net revenues which
would have been derived from the operation of such
sewer properties during such FiscalYear had such
sewer properties been acquired and operating
throughout such Fiscal Year, as estimated by an
engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues, and (iii) if during
such preceding Fiscal Year the County shall have
increased its System rates, fees and charges, the
increased amount which would have been received
during such Fiscal Year had such increase been in
effect throughout such Fiscal Year, as estimated by
an engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues;

2. The payments required to be made into the
various Funds provided in Section 10 hereof must be
current at the time of issuance of the Parity Bonds;

3. The additional Parity Bond proceeds must be
used solely to make extensions, renewals, improve-
ments, or replacements to the System or to refund
any Bonds; and

4. The Reserve Fund Value shall be increased
with respect to such Parity Bonds, at the Board’s
option, by: (i) the immediate deposit of Parity
Bond proceeds or available moneys of the County to
the Reserve Fund or the immediate delivery of a
Reserve Fund Guaranty to the Paying Agent, or any
combination thereof in order for the Reserve Fund
Value to equal or exceed the Reserve Requirement
immediately after issuance of such Parity Bonds; or
(ii) deposits of Net Revenues to the Reserve Fund in
approximately equal monthly installments on the 10th
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day of each month such that the Reserve Fund Value
will equal or exceed the increased Reserve
Requirement not later than the expiration of five
years following the initial delivery of such Parity
Bonds; or (iii) any combination of the methods
described in clauses (i) and (ii) above in an
aggregate amount equal to the increase in the
Reserve Requirement resulting from the issuance of
such Bonds.

B. Any provision of this Section 13 to the
contrary notwithstanding, one series of Parity Bonds having an
aggregate principal amount of not to exceed $7,000,000 may be
issued prior to January 1, 1992, subject only to the condi-
tions set forth in subparagraphs 2 through 4 of subsection A
of this Section 13 but without regard to any requirements set
forth in subparagraph 1 of subsection A.

Section 14. Bond Proceeds.

A. From the Series 1991 Bond proceeds, all accrued
interest shall be deposited in the Bond Fund. All Series 1991
Bond proceeds not retained in the Bond Fund shall be delivered
to the Trustee and shall be invested or expended by the
Trustee as directed in the Depository Trust Agreement. The
proceeds so invested or cash held by the Trustee, shall be
held in trust by The Valley National Bank of Arizona, as the
trustee (the “Trustee”), under the Depository Trust Agree-
ment. After all the Bonds Being Refunded shall have become
due and payable through maturity or redemption prior to
maturity, any moneys or investments remaining under the
Depository Trust Agreement over and above the amount neces-
sary to be retained to pay any Bonds Being Refunded not yet
presented shall be returned to the County and deposited in the
Bond Fund.

B. Upon delivery of the Series 1991 Bonds, the
Treasurer is ordered and directed to transfer from the reserve
funds pertaining to the Bonds Being Refunded to the Construc-
tion Fund herein created all moneys and investments in such
reserve funds, except amounts required by the Depository Trust
Agreement to be transferred to the Trustee. All moneys so
deposited to the Construction Fund shall be expended for the
purposes for which the Bonds Being Refunded were originally
issued,

C. All moneys deposited to the Construction Fund
from the proceeds of Parity Bonds shall be held and expended
solely for the purposes for which such Parity Bonds were
issued.
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Section 15. Resolution Incorporated Into the
Bonds. The provisions of this resolution are deemedTiicorpo—
rated into the Bonds themselves and no change, variation or
alteration of any kind in the provisions hereof shall be made
in any manner, except as provided in the following Section and
Section 17 hereof, until all Outstanding Bonds and interest
due thereon have been paid in full or fully provided for.

Section 16. Resolution Modification.

A. Without the consent of or notice to any of the
Owners, the County may modify this resolution for one or more
of the following purposes:

(1) To cure any ambiguity or formal defect or
omissions herein or to correct or supplement any provision
herein which may be inconsistent with any other provision
herein.

(2) To grant or confer upon the Owners any
additional rights, remedies, powers or authority that may
lawfully be granted or conferred upon them;

(3) To secure additional Revenues for the
System or provide additional security or reserves for the
payment of the Bonds;

(4) To comply with the requirements of any
federal securities laws or the Trust Indenture Act of 1939, as
from time to time amended, if required by law or regulation
lawfully issued thereunder;

(5) To permit, preserve or continue (in the
event of a change in federal income tax laws (the “Code”)
which requires a Supplement hereto in order to continue such
exclusion) the exclusion of the interest income borne on the
Bonds from gross income as defined by the Code or the
exemption from State income taxes and to preserve the power of
the County to continue to issue bonds or other obligations
(specifically not limited to the Bonds authorized hereby) the
interest income on which is likewise excluded from gross
income as defined by the Code for federal income tax purposes
and exempt from State income taxes;

(5) To conform the definition of Permitted
Investments to the definition set forth in the initial
Agreement;

(7) To vest in any Reserve Fund Guarantor the
rights same rights afforded herein to any Owner or to any
other Reserve Fund Guarantor;
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(8) To provide such remedies and assurances as
may be necescary to induce Reserve Fund Guarantors to issue
Reserve Fund Guaranties or to induce Bond Insurers to issue
Municipal Bond Insurance Policies with respect to the Bonds,
and to conform this Resolution to the Initial Agreement.

B. Except as provided in Subsection A of this
Section 16, the Owners of fifty—one percent (51%) in aggregate
principal amount (treating the Accreted Value of a Capital
Appreciation Bond at the time of calculation as its principal
amount) of the Bonds then Outstanding (not including in any
case any Bonds that may then be held or owned by or for the
County) shall have the right from time to time to consent to
and approve the adoption by the Board of a resolution or
resolutions modifying or amending any terms or provisions
contained herein; provided, however, that this resolution may
not be so modified or amended in any manner which:

1. Changes the maturity of any Outstanding
Bond.

2. Changes the interest rate on any
Outstanding Bond.

3. Reduces the principal or redemption premium
payable on any Bond.

4. Modifies the principal, interest or
redemption premium payment terms on any Bond or imposes any
adverse conditions on such payments.

5. Adversely affects the rights of the Owners
of less than all Bonds then Outstanding.

Whenever the County shall propose to amend or modify
this resolution, it shall cause notice of the proposed amend-
ment to be mailed by first class mail, postage prepaid to each
Owner. Such notice shall briefly set forth the nature of the
proposed amendment and shall state that a copy of the proposed
amendatory resolution is on file with the Clerk for public
inspection.

If, within one (1) year from said mailing, there
shall be filed with the Clerk an instrument or instruments
executed by the Owners of at least fifty—one percent (51%) in
aggregate principal amount (treating the Accreted Value of a
Capital Appreciation Bond at the time of calculation as its
principal amount) of the Bonds then Outstanding referring to
the proposed amendatory resolution described in said notice
and specifically consenting to and approving its adoption, the
Board may adopt such amendatory resolution and such resolution
shall become effective.
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If the Owners of at least fifty—one percent (51%) in
aggregate principal amount (treating the Accreted Value of a
Capital Appreciation Bond at the time of calculation as its
principal amount) of the Bonds Outstanding at the time of the
adoption of such amendment, or the predecessors in title of
such Owners, shall have consented to the adoption thereof as
herein provided, no Owner shall have any right or interest to
object to such amendment’s adoption or to object to any terms
or provisions therein contained or to the operation thereof or
to enjoin or restrain the County or the Board from taking any
action pursuant thereto.

Any consent given by the Owner shall be irrevocable
for six (6) months from the mailing date above provided for
and shall be conclusive and binding upon all future Owners of
the same Bond during such period. Such consent may be revoked
after such six (6) months’ period by the Owners who gave such
consent or by a successor in title by filing a notice of
revocation with the Clerk but such revocation shall not be
effective if the Owners of fifty—one percent (51%) in
aggregate principal amount (treating the Accreted Value of a
Capital Appreciation Bond at the time of calculation as its
principal amount) of the Bonds Outstanding have, prior to the
attempted revocation, consented to and approved such
amendment.

The fact and date of any consent or revocation’s
execution may be proved by the certificate of any officer in
any jurisdiction who by the laws thereof is authorized to
acknowledge deeds within such jurisdiction, that the person
signing such instrument acknowledged before him the execution
thereof, or may be proved by an affidavit of a witness to such
execution sworn to before such officer.

The amount and numbers of the Bonds held by any
person executing such instrument and the date of such person’s
holding the same may be proved by a certificate executed by
the Bond Registrar showing that on the date therein mentioned
such person was shown as the Owner of the Bonds on the Bond
Register.

Section 17. Rights of Reserve Fund Guarantors

;

~Ights of Bond Insurers.

A. If any Bond’s principal or interest shall be
paid by a Reserve Fund Guarantor, (i) the pledge of the Net
Revenues and all of the County’s covenants, agreements and
other obligations to the Owner hereunder shall continue to
exist and such Reserve Fund Guarantor shall be fully subro—
gated to all of such Owner’s rights in accordance with the
respective Agreement.
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B. For all purposes hereunder, the County may
treat the consent of any Bond Insurer as the consent of the
Owners of any Bonds then insured by such Insurer, if such Bond
Insurer’s insurance is then in effect and if the credit of
said Insurer is then such that Bonds insured by it are rated,
becauseof such insurance, in one of the two highest grades of
municipal securities by one of the two most widely recognized
rating agencies then rating municipal bond credits.

Section_~. Method of Valuation; Frequency. In
computing the amount in any fund or account, PermItted Invest-
ments shall be valued at their market value. With respect to
all Funds and Accounts, valuation shall occur annually and
immediately upon a withdrawal from the Reserve Fund.

Section 19. Prior Redemption of Bonds Being
Refunded. The Treasurer is ordered and directed to retain an
àiñóunt of Series 1991 Bond proceeds and moneys in the
redemption funds for the Bonds Being Refunded sufficient to
pay on the prior redemption date all principal, interest and
redemption premiums on all the Pima County, Arizona, Sewer
Revenue Bonds, Series of 1980; which Bonds are called for
redemption on September 1, 1991 if the Series 1991 Bonds are
issued prior to July 25, 1991. If the Series 1991 Bonds are
initially issued after July 25, 1991, the Series 1980 Bonds
are called for redemption on a date occurring not more than 60
days after such issuance. The Clerk of this Board is directed
to publish and mail a notice of redemption of the Series 1980
Bonds in the manner directed by this Board’s Resolution No,
1979—lBS. The Treasurer is ordered and directed to pay the
premium, accrued interest to the redemption date only and
principal on the Series 1980 Bonds upon presentation and
surrender on or after the redemption date.

If the Series 1991 Bonds are issued and the
Depository Trust Agreement is fully funded, the remaining
Bonds Being Refunded shall be called for redemption in
accordance with the following schedule:

Name of Series Prior Redemption Date

Series 1984 July 1, 1994
Refunding Series 1985 July 1, 1993
Project of 1985 July 1, 1995
Project of 1986 July 1, 1995
Series of 1988 July 1, 1997

Bonds of any of the above-mentioned series maturing on or
before the prior redemption date will be paid in the normal
manner.
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Section 20. Defeasance. Payment of all or any part
of the Bonds may be provided for by the irrevocable deposit
with a trustee of moneys or Government Obligations, or both.
The moneys and the maturing principal and interest income on
such Government Obligations, if any, shall be sufficient, as
evidenced by a certificate of an independent certified public
accountant, a firm of such accountants or an actuary, or firm
of actuaries, or other experts in the field who shall
calculate the sufficiency of the subject moneys and Government
Obligations to pay when due the principal or redemption price
of and interest on such Bonds. The moneys and Government
Obligations shall be held by a trustee irrevocably in trust
for the Owners of such Bonds solely for the purpose of paying
the principal or redemption price of and interest on such
Bonds as the same shall mature, come due or become payable
upon prior redemption, and, if applicable, upon simultaneous
direction, expressed to be irrevocable, to the trustee as to
the dates upon which any such Bonds are to be redeemed prior
to their respective maturities, if applicable.

If payment of Bonds is so provided for, the Trustee
shall mail a notice so stating to each Owner of a Bond so
provided for.

-, Bonds the payment of which has been provided for in
accordance with this Section shall no longer be deemed
Outstanding hereunder or secured hereby. The obligation of
the County in respect of such Bonds shall nevertheless
continue but the Owners thereof shall thereafter be entitled
to payment only from the moneys or Government Obligations
deposited with the trustee to provide for the payment of such
Bonds.

No Bond may be so provided for if, as a result
thereof or of any other action in connection with the
provision for payment of such Bond, the interest payable on
any Bond is thereby made subject to federal income taxes. The
trustee and the County may rely upon an opinion of a
nationally recognized bond counsel (which opinion may be based
upon a ruling or rulings of the Internal Revenue Service) to
the effect that the provisions of this Section will not be
breached by so providing for the payment of any Bonds.

Section 21. Bond Purchase Agreement Form; Authori

—

~ation to Execute. A Bond Purchase Agreement substantially in
the form aEtached hereto and marked Exhibit E is approved and
the Chairman is authorized to execute such Bond Purchase
Agreement, and Clerk to attest, and to cause such Bond
Purchase Agreement to be delivered to the Purchasers upon
receiving and approving the Offer. The Bond Purchase Agree-
ment, when so executed and delivered, shall evidence the
County’s agreement to sell the Series 1991 Bonds to the
Purchasers in accordance therewith.
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The County Treasurer is authorized and directed to
cause the Series 1991 Bonds to be authenticated by the Bond
Registrar and to be delivered to or upon the Purchaser’s order
upon payment therefor and satisfaction of all conditions for
delivery thereof in accordance with the terms hereof and of
the Bond Purchase Agreement.

Section 22. Authorization of Certain Agreements.

A. For and on behalf of the County, the Chairman,
the Treasurer and the Clerk (as applicable) are authorized and
directed to execute, attest and deliver the following
agreements:

1. The Depository Trust Agreement (see Exhibit B
hereto) and

2. The Bond Registrar and Paying Agent Agreement
(see Exhibit_c hereto),

each in substantially the form attached hereto with such
changes as may be approved by such officials whose signatures
thereon shall be conclusive evidence of such approval.

B. The Chairman is authorized to execute and
deliver an Agreement pertaining to the Series 1991 Bonds
between the County and the initial Reserve Fund Guarantor.

Section 23. Approval of Official Statement. The
use and di~tribuuion of the Preliminary Official Statement
pertaining to the original issuance of the Series 1991 Bonds
in the form now on file with the Clerk is approved and is
“deemed final0 (except for permitted omissions) by the County
as of its date for purposes of Securities and Exchange
Commission Rule 15c2—12(b)(l). Either the Chairman or the
Finance Director is authorized on behalf of the County and in
such person’s official capacity, to complete the Official
Statement relating to the Series 1991 Bonds with such modifi-
cations, changes and supplements as may be necessary to
conform the Official Statement to the terms set forth in the
Series 1991 Bond Purchase Agreement. Such officers shall
approve or authorize and certify, or otherwise represent, that
such official statement is the final official statement for
the Series 1991 Bonds for the purposes of the Securities and
Exchange Commission Rule 15c2—12(b)(3) and (4).

The Chairman is further authorized to use and
distribute, or authorize the use and distribution of, the
final official statement and supplements thereto in connection
with the original issuance and sale of the Series 1991 Bonds
as may in the Chairman’s judgment be necessary or appropriate.
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The Chairman and the Clerk are also authorized to
sign and deliver, on behalf of the County, and in their
official capacities, such certificates in connection with the
accuracy of the final official statement and any amendment
thereto as may, in their judgment, be necessary or
appropriate.

Section 24. Federal Tax Law Covepants. In
consideration of the purchase and acceptance ofthe Bonds by
the Owners and, as authorized by Arizona Revised Statutes,
Title 35, Chapter 3, Article 7, and in consideration of
retaining the exclusion of interest income on the Bonds from
gross income for federal income tax purposes, the County
covenants with the Owners neither to take nor fail to take any
action which action or failure to act is within its power and
authority and which would result in the interest income on the
Bonds becoming includable in gross income for federal income
tax purposes under either laws existing on the date of
issuance of the Bonds or such laws as they may be modified or
amended.

The County agrees that it will comply with such
requirement(s) and will take any such action(s) as in the
opinion of a nationally recognized bond counsel (“Bond
Counsel”) are necessary to prevent interest income on the
Bonds becoming includable in gross income for federal income
tax purposes. Such requirements may include but are not
limited to making further specific covenants; making truthful
certifications and representations and giving necessary
assurances; complying with all representations, covenants and
assurances contained herein; to pay to the United States of
America any required amounts representing rebates of invest-
ment income relating to the Bonds; filing forms, statements
and supporting documents as may be required under the federal
tax laws; limiting the term of and yield on investments made
with proceeds of the Bonds; and limiting the use of Bond
proceeds.

To determine which Series 1991 Bonds are issued for
advance refunding purposes and which are issued for prior
redemption of the Series 1980 Bonds, the Finance Director is
authorized and directed to allocate the various maturities of
the Series 1991 Bonds to the Bonds Being Refunded. Such
allocation shall be deemed binding upon the County and this
Board. Such allocation shall be set forth in the County’s no
arbitrage statement executed and delivered with respect to the
Series 1991 Bonds.

Section 25. Ratification of Actions. All actions
of the offi~rs and agents of the County that conform to the
purposes and intent of this resolution and which further the
issuance and sale of the Bonds as contemplated by this
resolution, whether heretofore or hereafter taken, shall be
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and

and are ratified, confirmed and approved. The proper officers
and agents of the County are authorized and directed to do all
such acts and things and to execute and deliver all such
documents for the County as may be necessary to carry out the
terms and intent hereof.

Section 26. Sep4rability. If any section,
paragraph or provision of this resolution shall be held to be
invalid or unenforceable for any reason, the invalidity or
unenforceability of such section, paragraph or provision shall
not affect any of the remaining provisions of this resolution.

Adopted and approved this 18th day of June, 1991.

C&t,~t2t~ti ~e~isorb~
TT ST:

J ~

CERTIFICATION

I hereby certify that the foregoing Resolution
No. 1991—/31 was duly passed and adopted by the Board of
Supervisors of Pima County, Arizona, at a meeting held on
June 18, 1991, and the vote was ~ aye’s and j... nay’s

that the Supervisors were present thereat.

~~gj i~)Ji~
Arizona
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EXHIBIT A TO BOND RESOLUTION

(Face of Bond)

PIMA COUNTY, ARIZONA
SEWERREVENUEREFUNDINGBOND

SERIES 1991

Number: Denomination:

Interest Original

Rate Maturity Date: Issue Date: CUSIP:

Registered Owner:

Principal Amount:

PIMA COUNTY, ARIZONA, for value received, hereby
promises to pay to the registered owner identified above, or
registered assigns as provided herein, on the maturity date
set forth above, the principal amount set forth above, and to
pay interest on the unpaid principal amount at the interest
rate shown above.

Certain bonds of the series of which this bond is
one are subject to call for redemption prior to maturity in
accordance with the terms set forth on the reverse of this
bond.

Interest is payable on January 1 and July 1 of each
year commencing January 1, 1992 and will accrue from the most
recent date to which interest has been paid, or, if no
interest has been paid, from the original issue date set forth
above. Interest will be computed on the basis of a year
comprised of 360 days consisting of twelve (12) months having
thirty (30) days each.

Principal, interest and any premium are payable in
lawful money of the United States of America. Interest will
be paid by check payable in such money payable to the order of
and mailed to the registered owner at the address shown on the
registration books maintained by the registrar at the close of
business on the record date as explained on the reverse
hereof. Additionally, payment may also be made by wire
transfer to DTC or to any Owner of Bonds (other than DTC) in
an aggregate principal amount of at least $1,000,000 upon two
(2) days’ prior written request delivered to the Paying Agent
by such Owner specifying a wire transfer address in the
continental United States. The principal and any premium will
be paid when due to the registered owner upon surrender of
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this bond for payment at the designated office of the paying
agent, which on the original issue date is the principal
corporate trust office of The Valley National Bank of Arizona,
Phoenix, Arizona; provided, however, that no such surrender
shall be required if this bond is participating in the book—
entry system pursuant to the resolution mentioned in the
reverse hereof.

See the reverse side of this bond for additional
provisions.

It is hereby certified and recited that all
conditions, acts and things required by the Constitution and
laws of the State of Arizona to exist, to occur and to be
performed precedent to and in the issuance of this bond exist,
have occurred and have been performed.

The County has caused this bond to be executed by
the Chairman of its Board of Supervisors and attested by its
Clerk, which signatures may be facsimile signatures. This
bond is not valid or binding upon the County without the
manually affixed signature of an authorized representative of
the registrar.

PIMA COUNTY, ARIZONA

(Facsimile)
Chairman

ATTEST:

(Facsimile)
Clerk

(SEAL)

DATE OF AUTHENTICATION AND REGISTRATION: --

AUTHENTICATION CERTIFICATE

This bond is one of the Pima County, Arizona Sewer
Revenue Refunding Bonds, Series 1991, described in Resolution
No. 1991— mentioned on the reverse hereof.

THE VALLEY NATIONAL HANK OF ARIZONA,
as Registrar

By___________________________
Authorized Representative
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(Form of Reverse Side of Bond)

This bond is one of a series of bonds in the
aggregate principal amount of $ ~ of like date, tenor
and effect except as to amount, rate of interest, number and
maturity date, issued pursuant to the Constitution and laws of
the State of Arizona and Resolution No. 1991— adopted by
the Board of Supervisors of Pima County on _________, 1991
(the “Bond Resolution”), for the purpose of providing funds
with which to advance refund all of the County’s outstanding
sewer revenue bonds and to pay all legal, financial
consultant, engineering and other necessary costs in
connection therewith.

This bond and the series of which it is a part are
payable as to both principal and interest from and secured by
a prior and paramount lien and pledge of the revenues,
proceeds and receipts to be derived by the County from the
operation of the County’s sewer system (the “System”), subject
only to the payment of the reasonable and necessary cost of
operating and maintaining the System and any payments with
respect to prior lien bonds. For purposes of this bond the
term “prior lien bond” shall refer to: (i) Pima County,
Arizona, Sewer Revenue Bonds, Series 1980, dated February 1,
1980, (ii) Pima County, Arizona, Sewer Revenue Bonds, Series
1964, dated April 1, 1984, (iii) Pima County, Arizona, Sewer
Revenue Refunding Bonds, Series 1985, dated December 1, 1985,
(iv) Pima County, Arizona, Sewer Revenue Bonds, Project of
1965, dated April 1, 1986, (v) Pima County, Arizona, Sewer
Revenue Bonds, Project of 1986, Series A (1986), dated October
1, 1986, and (vi) Pima County, Arizona, Sewer Revenue Bonds,
Series of 1988, dated March 1, 1988; which were refunded by
the series of which this bond is a part. Reference is made to
the Bond Resolution for a more complete statement of the
provisions made to secure payment hereof, the revenues from
which and conditions under which this bond is payable,
statements of the terms under which the Bond Resolution may be
modified, and the general covenants and provisions pursuant to
which this bond is issued. Said income and revenues are
required by the Bond Resolution to be fully sufficient to pay
the cost of operating and maintaining the System and to pay
the principal of and interest on this Bond promptly as each
becomes due and payable. The County has covenanted and does
hereby covenant that it will fix and impose such rates and
charges for the System’s services and will collect and account
for sufficient revenues to pay promptly the principal of and
interest on this bond and alt bonds on a parity with this
bond. This bond and the interest hereon are enforceable
exclusively from the revenues pledged thereto in the Bond
Resolution and no holder hereof shall have the right to compel
any exercise of the taxing power of the County to pay this
bond or the interest hereon. This bond does not constitute an
indebtedness or pledge of the County’s general credit within
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the meaning of any constitutional, charter or statutory
provisions relating to the incurring of indebtedness.

Bonds maturing on or before July 1, 19 , are not
subject to call for redemption prior to maturity. Bonds
maturing on or after July 1, 19, are subject to call for
redemption prior to maturity, in whole at any time or in part,
on July 1, l9_, or on any interest payment date thereafter,
at the option of the County, by the payment of a redemption
price equal to the principal amount of each bond called for
redemption plus accrued interest to the date fixed for
redemption plus a premium payable from any source lawfully
available therefor, the premium (calculated as a percentage of
the principal amount of the bonds to be redeemed) to be
computed as follows:

Rederqpt ion Dates Premium
July 1, l9_ through and including

January 1, 19_
July 1, 19 through and including

January 1, 19_
July 1, 19_ through and including

January~ 1, 19_
and thereafter without premium.

The bonds may be redeemed in any order of maturity
designated by the County and only in integral multiples of
$5,000. If less than all of the bonds outstanding of a single
maturity are to be redeemed, the bonds in that maturity to be
redeemed shall be selected by lot in such manner as the
registrar may determine.

Bonds of the series of which this bond is one
maturing on July 1, ____ are subject to mandatory redemption,
by 1~t to be selected by the Paying Agent at a redemption
price of par and accrued interest to the date fixed for
redemption, without premium on July 1 of the years and in the
amounts as follows:

Year Amount to be Redeemed

Notice of redemption of any bond will be mailed to
the registered owner of the bond or bonds being redeemed at
the address shown on the bond register maintained by the bond
registrar, such mailing to be not more than sixty (60) nor
less than thirty (30) days prior to the redemption date.
Failure to properly give notice of redemption shall not affect
the redemption of any bond for which notice was properly
given.
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The registrar or paying agent may be changed by the
County without notice

This bond is transferable by the registered owner in
person or by attorney duly authorized in writing at the
designated office of the registrar, which on the original
issue date is the principal corporate trust office of The
Valley National Bank of Arizona, Phoenix, Arizona, upon
surrender and cancellation of this bond, but only in the
manner and subject to the limitation and upon payment of the
charges provided in the Bond Resolution. Upon such transfer a
new bond or bonds of the same aggregate principal amount,
maturity and interest rate will be issued to the transferee in
exchange. The registrar may require an owner, among other
things, to furnish appropriate endorsements and transfer
documents and to pay any taxes required by law. The County
has chosen the fifteenth day of the month preceding an
interest payment date (or if such day is a Saturday, Sunday or
holiday, on the next preceding business day) as the record
date for this series of bonds. Should this bond be submitted
to the registrar for transfer during the period commencing
after the close of business on the record date and continuing
to and including the next subsequent interest payment date,
ownership will be transferred in the normal manner but the
interest payment will be made payable to and mailed to the
registered owner as shown on the registrar’s books at the
close of business on the record date.

The registrar may but need not register the transfer
of a bond which has been selected for redemption and need not
register the transfer of any bond for a period of fifteen (15)
days before a selection of bonds to be redeemed; if the
transfer of any bond which has been called or selected for
call for redemption in whole or in part is registered, any
notice of redemption which has been given to the transferor
will be binding upon the transferee and a copy of the notice
of redemption will be delivered to the transferee along with
the bond or bonds.

Bonds of this issue are issuable only in fully
registered form in the denomination of $5,000 each or integral
multiples of $5,000.

The County, the registrar and the paying agent may
treat the registered owner of this bond as the absolute owner
for the purpose of receiving principal, interest and any
premium and for all other purposes and none of them shall be
affected by any notice to the contrary.

The following abbreviations, when used in the
inscription on the face of this bond, shall be construed as
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though they were written out in full according to applicable
laws or regulations:

TEN COM-as tenants in common UNIF GIFT/TRANS MIN ACT-
TEN ENT—as tenants by the _______Custodian__________

entireties (Cust) (Minor)
JT TEN—as joint tenants with under Uniform Gifts/Transfers

right of survivorship to Minors Act__________________
and not as tenants (State)
in common

Additional abbreviations may also be used though not in list

above

FORM OF ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells,
assigns and transfers unto _______________________________

-~ (Name and Address of Transferee) -.

the within bond and all rights thereunder, and hereby
irrevocably constitutes and appoints -. .

attorney to transfer the within bond on the books kept for
registration thereof, with full power of substitution in the
premises.

Dated ___________________

Note: The signature(s) on this
assignment must correspond with
the name(s) as written on the
face of the within registered
bond in every particular
without alteration or
enlargement or any change
whatsoever

Signature Guaranteed:

Commercial bank, trust company
or member of a national securities
exchange
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RESOLUTION NO. 1991-j32

RESOLUTION AMENDING RESOLUTION NO. 1991—138 AND RATIFYING THE

ADOPTION OF RESOLUTION NO. 1991-138 AS HEREIN AMENDED.

WHEREAS, the Board of Supervisors of Pima County,
Arizona, has heretofore adopted its Resolution No. 1991—138
authorizing issuance of Puma County Sewer Revenue Refunding
Bonds, Series 1991; and

WHEREAS, the County has now been presented with a
commitment to purchase a reserve fund guaranty from Financial
Guaranty Insurance Company (“FGIC”); and

WHEREAS, in order to purchase the reserve fund
guaranty from FGIC, Resolution No. 1991—138 must be amended to
conform as a condition to the issuance of a reserve fund
guaranty by FGIC;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF
SUPERVISORSOF PIMA COUNTY, ARIZONA, AS FOLLOWS:

Resolution No. 1991—138 be amended to read as
follows (fully capitalized words indicate new matter; strike
throughs indicate deleted matter):

A. That Section 9 of Resolution No. 1991—138 be
amendedto read as follows:

Section 9.. Rate Covenant. The County
covenants and agrees with the Owners that it will
establish and maintain rates, fees and other charges
for all services supplied by the System to provide
Revenuesfully sufficient, after making reasonable
allowance for contingencies and errors in estimates,
to pay all Operating Expenses and produce aggregate
Net Revenues in each Fiscal Year equal to at least
one hundred twenty percent (120%) of the principal
and interest requirements on all Outstanding Bonds
for the corresponding Bond Year (treating Variable
Rate Obligations as bearing interest at the Assumed
Interest Rate and Bonds subject to mandatory
redemption as maturing on their respective mandatory
redemption dates) AND SAID RATES, FEES AND OTHER
CHARGES SHALL ALSO BE ESTABLISHED AND MAINTAINED AT
RATES SUFFICIENT TO PROVIDE AN AMOUNT OF NET
REVENUESFOR THE THEN CURRENTFISCAL YEAR WHICH, NET
OF THE AGGREGATEAMOUNTSREQUIREDTO BE DEPOSITED TO
THE BOND FUND DURING SUCH FISCAL YEAR, WILL BE
SUFFICIENT TO PROVIDE AT LEAST ONE HUNDREDPERCENT
(100%) OF THE CXTVS POLICY COSTS DUE AND OWING IN
SUCH FISCAL YEAR.



B. That Section 1OB(2) be amended to read as
follows:

2. Bond Fund. Second, on or before the tenth
(10th) day of each m~ftti, to the Bond Fund the following
amounts in the following manner:

(a) Commencing Augtst SEPTEMBER10, 1991,
through December 10, 1991, orte—f42th t&,”5t
ONE—FOURTH(1/4), and commencing January 10,
1992, one—sixth (1/6) of the interest becoming
due on the next interest payment date on all
Series 1991 Bonds then Outstanding; and

(b) Commencing hugest SEPTEMBER10, 1991,
through June 10, 1992, ene—e3eventh fl,’Rt ONE—
TENTH (1/10), and commencing July 10, 1992,
one—twelfth (1/12) àf the principal becoming
due on the next principal payment date on all
Series 1991 Bonds then Outstanding.

The proceedings pertaining to the issuance of Parity Bonds
shall provide for additional deposits to the Bond Fund
sufficient to satisfy all additional or modified debt service
requirements.

The Bond Fund shall be a trust fund used solely to
pay principal of and interest on the Bonds. Moneys in the
Bond Fund shall be transferred to the Paying Agent as needed
to pay punctually all principal and interest as it matures or
comes due.

C. That Section 12 be amendedto read as follows:

Section 12. Remediesof Owners. Any Owner may
either at law or inequity, by suit, action, mandamus or other
proceedings, in any court of competent jurisdiction protect
the lien on the Net Revenues, enforce and compel performance
of all duties imposed upon the County by the provisions hereof
or seek the appointment of a receiver as herein provided.

If any default occurs in the payment of principal of
or interest on any Bonds, then upon the filing of suit by an
Owner, any court having jurisdiction of the action may appoint
a receiver to administer the System for the County with power
to charge and collect fees sufficient to pay all Operating
Expenses and to make all required payments to the Bond,
Reimbursementand Reserve Funds.

FOR ALL PURPOSES OF SECTION 12, EXCEPT THE GIVING OF
NOTICE OF DEFAULT TO BONDHOLDERS, THE BOND INSURER SHALL BE
DEEMEDTO BE THE SOLE HOLDEROF THE BONDS IT HAS INSURED FOR



SO LONG AS IT HAS NOT FAILED TO COMPLYWITH ITS PAYMENT
OBLIGATIONS UNDER THE BOND INSURANCE POLICY.

D. That Section 13A(l) be amended to read as
follows:

1. The Net Revenuesfor the completed Fiscal
Year immediately preceding the issuance of the
Parity Bonds must have been at least equal to one
hundred twenty percent (120%) of Maximum Annual Debt
Service on all Bonds to be Outstanding immediately
after issuance of such Parity Bonds AND SAID NET
REVENUESMUST ALSO HAVE BEEN SUFFICIENT TO PROVIDE
AN ,ANOUNT OF NET REVENUES FOR THE THEN CURRENT
FISCAL YEAR WHICH, NET OF THE AGGREGATE AMOUNTS
REQUIRED TO BE DEPOSITED TO THE BOND FUND DURING
SUCH FISCAL YEAR, WILL BE SUFFICIENT TO PROVIDE AT
LEAST ONE HUNDRED PERCENT (100%) OF THE CITY’S
POLICY COSTS DUE AND OWING IN SUCH FISCAL YEAR as
shown by a certificate signed by the Finance
Director. For the purposes of the computation
required by this subsection, additional amounts may
be added to the Net Revenuesof the preceding Fiscal
Year, as follows: (i) If all or part of the
proceeds of the Parity Bonds are to be expended for
the acquisition of existing sewer properties, the
net revenues which would have been derived from the
operation of such acquired sewer properties during
the entire immediately preceding Fiscal Year, as
estimated by an engineer or engineering firm having
a wide and favorable reputation in respect to such
matters, may be added to the Net Revenues, (ii) if
during such preceding Fiscal Year the County has
acquired existing sewer properties, the net revenues
which would have been derived from the operation of
such sewer properties during such Fiscal Year had
such sewer properties been acquired and operating
throughout such Fiscal Year, as estimated by an
engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues, and (iii) if during
such preceding Fiscal Year the County shall have
increased its System rates, fees and charges, the
increased amount which would have been received
during such Fiscal Year had such increase been in
effect throughout such Fiscal Year, as estimated by
an engineer or engineering firm having a wide and
favorable reputation in respect to such matters, may
be added to the Net Revenues;

E. That Section 16 of said Resolution No. 1991—138
be amendedby adding a new Section C to read as follows:
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C. ANY OTHER PROVISION OF THIS SECTION 16 TO THE
CONTRARY NOTWITHSTANDING, NO AMENDMENT TO RESOLUTION
NO. 1991-138 SHALL BECOMEEFFECTIVE UNLESS AND UNTIL
IT IS APPROVED BY ALL BOND INSURERS AND RESERVEFUND
GUARANTORS APPLICABLE TO THE BONDS.

F. Section 18 of said Resolution No. 1991—138 is
amendedto read as follows:

Section 18. Method of Valuation; Frequency.
In cotuputing the amount in any fund or account,
Permitted Investments shall be valued at their
market value EXCLUSIVE OF ACCRUEDINTEREST.
With respect to all Funds and Accounts, valuation
shall occur annually ON THE FIRST BUSINESS DAY OF
EACH BOND YEAR and immediately upon a withdrawal
from the Reserve Fund.

F. Section 19 of said Resolution No. 1991—138 is
amendedto read as follows:

Section 19. Prior Redemption of Bonds Bei~g
RefundidT. The Treasurer is ordered and directed to
?ëtain an amount of Series 1991 Bond proceedsand
moneys in the redemption funds for the Bonds Being
Refunded sufficient to pay on the prior redemption
date all principal, interest and redemption premiums
on all the Pima County, Arizona, Sewer Revenue
Bonds, Series of 1980; which Bonds are called for
redemption on September 1, 1991 if the Series 1991
Bonds are issued prior to July 25, 1991. If the
Series 1991 Bonds are initially issued after July
25, 1991, the Series 1980 Bonds are called for
redemption on a date occurring not more than 60 89
days after such issuance. The Clerk of this Board
is directed to publish and mail a notice of
redemption of the Series 1980 Bonds in the manner
directed by this Board’s Resolution No. 1979—185.
The Treasurer is ordered and directed to pay the
premium, accrued interest to the redemption date
only and principal on the Series 1980 Bonds upon
presentation and surrender on or after the
redemption date.

If the Series 1991 Bonds are issued and the
Depository Trust Agreement is fully funded, the
remaining Bonds Being Refunded shall be called for
redemption in accordance with the following
schedule:
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Name of Series Prior Redemption Date

Series 1984 July 1, 1994
Refunding Series 1985 July 1, 1993
Project of 1985 July 1, 1995
Project of 1986 July 1, 1995
Series of 1988 July 1, 1997

Bonds of any of the above—mentionedseries maturing
on or before the prior redemption date will be paid
in the normal manner.

H. In all other respects Resolution No. 1991—138,
as laid before this Board on June 18, 1991, shall remain the
same. As so amendedby this resolution, Resolution No. 1991—
138 is hereby ratified. Further, this Board hereby
incorporates all unamendedprovisions of said Resolution No.
1991—138 into this resolution as if set forth and as if
adopted as a part hereof.

PASSED, ADOPTEDAND APPROVEDthis 6th day of August,
1991.

ReQJ9~Lna~~~a
A~t’çVEST: ,~ ~hai’~iii4n, Boar~of Supeivisors \

/ J r ~ ~ AUG 6 1991
‘ //4tha~~

•~t16rk,~BGard ~5E Supervisors

/ APPROVEDAS TO FORM:

4c~fr S4fl~4Zc
Bond Co% el

CERTIFICATE

I hereby certify that the foregoing Resolution
No. 1991—jS~was duly passedand adopted by the Board of
Supervisors of Pima County, Arizona, at a meeting h~1don
August £‘ 1991, and the vote was ~ aye’s and fj nay’s
and that the Supervisors were present thereat.

~ ‘)/é.’tV~k2;~L.

?

,Clerk, B,oarJ’of Supervisors of
/Pima County, Arizona
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30. COUNTYADMINISTRATOR: SEWERREVENUEREFUNDING BONDS

RESOLUTION NO. 2004 - 58 , providing for the issuance and
sale of Pima County, Arizona Sewer Revenue Refunding Bonds,
Series 2004; providing for the payment of the Bonds;
providing terms, covenants and conditions concerning the
bonds; confirming the sale of the bonds to the purchaser
thereof; authorizing and directing the execution and
delivery of documents and the redemption of certain
outstanding bonds; appointing an initial bond registrar and
paying agent and a depository trustee for the bonds; and
declaring an emergency.

Supervisor Carroll requested an estimate from Mr.
Huckelberry regarding user fees, administrative and
increased sewer connection fees and their relationship to
these bonds.

On consideration, it was moved by Supervisor Valadez,
seconded by Supervisor Ellas, and unanimously carried by a
five to zero vote, to close the public hearing and to pass
and adopt Resolution No. 2004 -
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RESOLUTION NO.2004-58

RESOLUTION PROVIDING FOR THE ISSUANCE AND SALE OF PIMA
COUNTY, ARIZONA SEWER REVENUE REFUNDING BONDS, SERIES
2004; PROVIDING FOR THE PAYMENT OF THE BONDS; PROVIDING
TERMS, COVENANTS AND CONDITIONS CONCERNING THE
BONDS; CONFIRMING THE SALE OF THE BONDS TO THE
PURCHASER THEREOF; AUTHORIZING AND DIRECTING THE
EXECUTION AND DELIVERY OF DOCUMENTS AND THE
REDEMPTION OF CERTAIN OUTSTANDING BONDS; APPOINTING
AN INITIAL BOND REGISTRAR AND PAYING AGENT AND A
DEPOSITORY TRUSTEE FOR THE BONDS; AND DECLARING AN
EMERGENCY.

BE IT RESOLVED BY THE BOARD OF SUPERVISORS OF PIMA COUNTY,
ARIZONA, AS FOLLOWS:

Section 1. Recitals,Findings and Conclusions.

(a) Pursuant to Title 11, Chapter 2, Article 4, Arizona Revised Statutes, as
amended(the “Act”), Pima County, Arizona (the “County”), is authorized to issuesewerrevenue
bonds.

(b) Pursuant to ResolutionNo. 1993-220passedand adoptedon December
14, 1993, the Countyhas issuedand presentlyhasoutstandingits SewerRevenueRefunding
Bonds,Series1994A (the “1994A Bonds”)in the original principal amountof $28,670,000.The
best interestsof the County will be servedby the refundingof the outstanding1994A Bonds
describedon “Exhibit 1” to thehereinafterdescribedDepositoryTrustAgreement(the “Bonds to
beRefunded”)uponor in advanceoftheirmaturity.

(c) By ResolutionNo. 1991-138 passedand adoptedon June 18, 1991 as
amendedby ResolutionNo. 1991-182adoptedAugust6, 1991 (together“ResolutionNo. 1991-
138”) the Boardof Supervisorsof theCounty(the “Board”) authorizedthe issuanceof its Sewer
RevenueRefundingBonds,Series 1991 and prescribedthe terms and conditionsupon which
additional obligationspayable from sewerrevenuesmay be issuedon a parity basis. The
conditionsprescribedin ResolutionNo. 1991-138,for issuing suchparityobligationswill bemet
in connection with the issuanceof the Series2004 Bondshereinauthorized. The Series2004
Bonds to be issuedpursuantto this Resolutionshall be designatedas PimaCounty, Arizona,
SewerRevenueRefundingBonds,Series2004 (the “Series2004Bonds”).

(d) All acts,conditionsandthingsrequiredby theConstitutionandlawsofthe
StateofArizonaandrequirementsof the Countyto happen,existandbeperformedprecedentto
and in the adoption of this Resolutionhavehappened,exist and have beenperformedas so
requiredin orderto makethis Resolutiona valid andbinding instrumentfor the securityof the
Series2004Bondsauthorizedherein.

(e) The Series2004Bondswill be offered for saleby a Preliminary Official
Statement(the “PreliminaryOfficial Statement”)which with conformingandotherchangeswill
be the Official Statement(the “Official Statement”)and sold pursuantto a Bond Purchase
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Agreement(the “Bond PurchaseAgreement”), betweenthe County andthe original purchaser
namedtherein(the“Original Purchaser”).

Section2. ResolutionSupplementsResolutionNo. 1991-138. This Resolutionshall
be supplementalto ResolutionNo. 1991-138,and shall be construedin conjunctiontherewith.
All words andphrasesusedhereinwhich were definedin ResolutionNo. 1991-138shallhave
themeaningsgiven themin saidResolution,exceptthatthe term “FinanceDirector” for purposes
ofthis ResolutionshallmeantheCountyAdministratororhis designee.

Section3. AuthorizationandTermsof Series2004 Bonds. Pursuantto the Act and
for the purposeof refundingandredeemingthe Bonds to be Refundedandpayingthe costsof
issuancethereforandnecessarypremiumsandcommissionsin connectiontherewith,theCounty
hereby authorizesthe issuanceof the Series2004 Bonds in the total principal amount not
exceeding$30,000,000. Interestwill bepaid oneachinterestpaymentdateby checkmailedby
thePayingAgent to eachregisteredownerofthe Series2004 Bondsat theaddressshownon the
registrationbookof the Bond Registraron theRecordDate (asdescribedin Section 1 3 below),
or by wire transferto any securitiesdepositoryor, upontwo daysprior writtenrequestdelivered
to the PayingAgent specifyinga wire transferaddressin the continentalUnited States,to any
registeredowner of at least$1,000,000aggregateprincipal amount of Series 2004 Bonds.
Principal of the Series2004 Bonds,at maturity or upon redemptionprior to maturity, will be
payableupon presentationand surrenderat the designatedoffice of the PayingAgent. The
Series2004Bonds will be dated April 1, 2004or suchotherdateprovidedin theBond Purchase
Agreementand will mature(or be subjectto mandatoryredemption)in suchamountson July 1
in any or all of the years2004 to 2025, inclusive, all asprovided in the hereinafter-described
Bond PurchaseAgreement.

The Series2004 Bonds shall bepayableas to intereston January1 andJuly 1 of each
yearduring the life of the Series2004 Bonds,commencingon the dateand at the ratesper
annum(calculatedon the basisof a 360-dayyearof twelve 30-daymonths)establishedin the
Bond PurchaseAgreement(which ratesshall not resultin an averageinterestcost in excessof
6.50%). The Series2004 Bondswill be issuablein the denominationof $5,000eachor integral
multiplesthereof,in fully registeredform.

Section4. Security. The Series 2004 Bonds are payable as to both principal and
interestsolely from the net revenuesderivedby the County from the operationof its sewer
systemafterprovisionhasbeenmadefor thepaymentfor the operationandmaintenanceof the
sewersystem. The Series2004 Bondsshall not constitutea debtor generalobligationof the
Countywithin themeaningof anyconstitutionalor statutorydebt limitation, nor shallpayment
of the Series2004Bondsor interestor redemptionpremiumsthereonbe enforceableout of any
funds other thanthe net revenuespledgedto suchpaymentnor shall any bondownerhavethe
right to compelanyexerciseofthetaxing powerof theCountyto makesuchpayment.

On or before the tenth (10th) day of eachmonth, sufficient Net Revenuesshall be
depositedto theBondFundin the following amountsandmanner:

(a) Commencingthetenthdayof themonthimmediatelysucceedingthedate
of delivery of the Series2004Bondsthroughthe next June10 or December10, asapplicable,
such amount necessary to allocate equallyamongsuchmonths,the interestdue (net of accrued
intereston the Series2004Bonds),if any, on the next July 1 or January1, as applicable,and
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thereafteron thetenthdayofeachmonthone-sixth(1/6)ofthe interestbecomingdueon thenext
interestpaymentdateon theSeries2004Bondsandall BondsOutstanding;and

(b) Commencingthetenthdayofthe monthimmediatelysucceedingthedate
of deliveryof theSeries2004BondsthroughthenextJune1 0 suchamountnecessaryto allocate
equally amongsuchmonthsthe principal due, if any, on the next July 1 , and thereafteron the
tenth dayof eachmonthone-twelfth(1/12) of the principal amountbecomingdue on the next
principal paymentdateon the Series2004Bondsandall BondsOutstanding.

Section5. Series2004 Bondson a Parity. The Series2004Bondsare issuedon a
parity with the outstandingPima County, Arizona, SewerRevenueBonds,Series 1993; Pima
County, Arizona, SewerRevenueBonds, Series 1 994B, SewerImprovementand Refunding
RevenueBonds,Series1 998, SewerRevenueRefundingBonds,Series2001, andthosecertain
Loan Agreementsbetweenthe County, as Borrower, and the Water InfrastructureFinance
Authority of Arizona, datedFebruary1, 1996, June1, 1997, October27, 2000, and December
28, 2001, respectively,and any other bonds hereafter issued on a parity with such bonds
(together,the “Parity Obligations”), andholdersof the Series2004 Bondsshallenjoy the same
parity of lien and rights of enforcement.

TheCountyreaffirmsall covenantsandconditionscontainedin ResolutionNo. 1991-138
andagreesthatall suchcovenantsandconditionsshallalsoapplyto all Series2004Bondsherein
authorizedandall funds createdor continuedby ResolutionNo. 1991-138 are herebyordered
expandedsoasto servicethe increasedrequirementscausedby the issuanceof the Series2004
Bonds.

If necessary, the ReserveFundValue shall be increasedby the amountof the Reserve
Requirementfor the Series2004 Bondsandall other outstandingParity Obligations. If, upon
issuance of the Series 2004 Bonds, the Reserve Fund Value is less than the Reserve
Requirement,the Countyshall (i) immediatelyupon executionanddelivery of the Series2004
Bonds,depositSeries2004 Bond proceedsor other available moneysof the County into the
ReserveFund or causeto be delivereda ReserveFund Guarantyto the Paying Agent, in an
amountsufficient for the ReserveFund Value to equalthe ReserveFund Requirementfor the
Series2004 Bondsand all other outstandingParity Obligationsor (ii) deposit Net Revenues to
the ReserveFund in approximatelyequalmonthly installmentson the

10th day of eachmonth
such that the ReserveFund Value will equal or exceedthe increasedReserveRequirement,if
any,not laterthantheexpirationoffive (5) yearsfollowing theinitial deliveryoftheSeries2004
Bondsor (iii) anycombinationof (i) and(ii).

Section6. Prior Redemption.

(a) Optional Redemption. The Series 2004 Bonds will be subjectto call for
redemption at the election of the County, in whole or in part at the times and at the redemption
pricesprovidedin the Bond PurchaseAgreement.

(b) Mandatory Redemption. If and to the extent specified in the Bond
PurchaseAgreement,the Series 2004 Bonds scheduledto mature on any July 1 shall be
combinedinto atermSeries2004 Bond,subjectto mandatoryredemption,by lot, selectedby the
Bond Registrarannuallyuntil paymentat maturity, in the principal amountsshownin the Bond
PurchaseAgreementby thepaymentof theprincipal amountof eachSeries2004 Bond socalled
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for redemptionplus accruedinterestto the date fixed for redemption,andwithout premium.
Eachmandatoryredemptiondateshall be deemedto be a maturity date for all purposesof this
Resolution.

(c) Notice of Redemption. Notice of redemptionwill be given by mail to
registeredownersofthe Series2004 Bondsat theaddressshownon thebondregistermaintained
by the Bond Registrarnot less than 30 days nor more than 60 days prior to the specified
redemptiondate. Neitherfailure to give suchnotice, nor any defecttherein,with respectto any
Series2004 Bonds shall affect the regularity of the proceedingsfor redemptionof any other
Series2004Bonds.

(d) Redemption of Less Than All of a Series2004 Bond. The County may
redeema portion of any Series2004 Bond in $5,000 increments. In that event,the registered
ownershallsubmittheSeries2004Bond for partialredemptionandthe PayingAgentshallmake
such partial payment and the Bond Registrar shall cause to be issuedanew Series2004 Bondin
aprincipal amountwhich reflects the redemptionso madeto beauthenticatedanddeliveredto
theregisteredownerthereof

(e) Effect of Call for Redemption.On the datedesignatedfor redemptionby
noticegiven ashereinprovided,the Series2004 Bondsso called for redemptionshall become
and be due and payable at the redemption price provided for redemption of such Series 2004
Bonds on such date, and, if moneysfor paymentof theredemptionpriceandaccruedinterestare
held in separateaccountsby the PayingAgent, interestonsuchSeries2004Bondsorportionsof
Series2004Bondsso calledfor redemptionshallceaseto accrue,suchSeries2004 Bondsshall
ceaseto be entitled to any benefit or securityhereunderand the ownersof suchSeries2004
Bondsshallhaveno rights in respectthereofexceptto receivepaymentof theredemptionprice
thereofand accruedinterestand suchSeries2004 Bonds shall be deemedpaid andno longer
outstanding.

Section7. Use of Proceeds.Upon delivery of the Series2004 Bondsand payment
therefor, the amountpaidas accruedinterestshallbedepositedto the BondFund. The balance
shall be depositedwith the DepositoryTrusteeand applied in the mannerprovided in the
DepositoryTrustAgreementorotherwiseappliedasprovidedin theBond PurchaseAgreement.

Section8. Form of Series 2004 Bonds. The Series 2004 Bonds shall be in
substantiallythe form of Exhibit A, attachedheretoand incorporatedby referenceherein,with
suchnecessaryand appropriateomissions,insertionsand variationsasarepermittedorrequired
herebyand are approvedby those officers executingthe Series2004 Bonds and execution
thereofby suchofficersshallconstituteconclusiveevidenceof suchapproval.

The Series2004 Bondsmay havenotations, legendsor endorsementsrequiredby law,
securities exchange rule or usage. Each Series 2004 Bond shall show the date of its
authenticationandregistration.

Section9. Book Entry Only System. The Series2004 Bondswill initially be issued
to and registeredin the nameof Cede& Co., as nomineeof the DepositoryTrust Company
(“DTC”), an automatedclearinghousefor securitiestransactions,which will act as securities
depositoryfor the Series2004 Bonds. Onefully registeredSeries2004 Bond, in the aggregate
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principal amountof eachmaturity,will initially beregisteredin thenameofandheldby Cede&
Co., asnomineefor DTC.

So long asthe book entry only systemis in effect, beneficialownershipinterestsin the
Series 2004 Bonds will be available in book entry form only through direct or indirect
participantsin DTC, in the principal amount of $5,000 or any integral multiple thereof
Beneficial owners of the Series 2004 Bonds will not receive certificates representingtheir
interestsin the Series2004 Bondsandwill not bedeemedto be registeredownersof theSeries
2004Bonds.

So long as thebook entry only systemis in operation,principal of, premium,if any, and
intereston the Series2004 Bonds will be payableby the Paying Agent to Cede& Co., as
nomineeof DTC which organizationconsequentlybearssole responsibility for remitting such
principal, premium, if any, and interest to the DTC participants for subsequentcredit or
disbursementto thebeneficialownersofthe Series2004Bonds.

In the eventthe Countydeterminesnot to continuethe DTC book entry only systemor
DTC determinesto discontinueproviding its serviceswith respectto the Series2004 Bondsand
the County doesnot selectanotherqualified securitiesdepository,the County shall causethe
Bond Registrarto deliver to DTC for redistributionto beneficial ownersof the Series2004
Bonds one or more Series 2004 Bonds in such principal amount or amounts, in denominations of
$5,000andany integral multiple thereoLandregisteredin such nameor names,as DTC shall
designate.

Section10. Execution of Series 2004 Bonds. The Series 2004 Bonds shall be
executed for and on behalf of the County by the Chair of the Board and attestedby the Clerk of
theBoardby theirmanualorfacsimilesignatures.

If anofficer whosesignatureis on a Series2004 Bondno longerholds that office at the
time the Series 2004 Bond is authenticatedand registered, the Series 2004 Bond shall
nevertheless be valid.

A Series2004 Bond shall not be valid or binding until authenticatedby the manual
signatureof an authorizedofficer of the Bond Registrar. The signatureshall be conclusive
evidencethatthe Series2004Bond hasbeenauthenticatedandissuedunderthisresolution.

Section 11. Mutilated, Lost or Destroyed Series 2004 Bonds. In caseany Series2004
Bond becomesmutilated or destroyedor lost, the County shall causeto be executedand
deliveredanew Series2004Bond of like dateandtenor in exchangeandsubstitutionfor and
upon the cancellationof suchmutilated Series2004 Bond or in lieu of and in substitutionfor
such Series 2004 Bond destroyedor lost, upon the registeredowner’s paying the reasonable
expensesandchargesof the Countyin connectiontherewithand, in the caseof the Series2004
Bond destroyedor lost, filing with the Clerk of the Board by the registeredowner evidence
satisfactoryto the Countythat suchSeries2004 Bond was destroyedor lost, andfurnishing the
Countywith asufficientindemnitybondpursuantto § 47-8405,ArizonaRevisedStatutes.

Section12. Official Statement. The distribution of a PreliminaryOfficial Statement
by theOriginal Purchaser,in substantiallythe form on file with the Clerkof the Board, is hereby
authorized,ratified and approvedand the Official Statementin substantiallythe form of the
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PreliminaryOfficial Statementshallbeapprovedby the officer executingthe samein suchform
or with suchchangesor revisionsthereinfrom the form of suchPreliminaryOfficial Statement
asmaybe approvedby suchofficer. The Chairor anyother officer of this Boardor the County
is herebyauthorized,empoweredand directed, in the name andon behalf of the County, to
executeand deliver the sameto the Original Purchaser. ThePreliminary Official Statementis
hereby“deemedfinal” in accordancewith SecuritiesandExchangeRule I5(c)2-12.

Section1 3 . SaleandAward of Series2004Bonds. TheSeries2004Bondsarehereby
awarded,sold and confirmedto the Original Purchaserat aprice of not less than98.5%of the
principal amountthereof bearinginterestatthe rateor ratesperannum(whichratesdo not result
in an averageinterestcostin excessof 6.50%per annum)andhavingsuchothertermsconsistent
with the provisionsof this Resolution,all as provided in the Bond PurchaseAgreement. The
BondPurchaseAgreementin substantiallythe form on file with the Clerk of theBoardis hereby
approvedin all respects,and the Chair of the Board is hereby authorized,empoweredand
directed,for andon behalfof the County, to executeanddeliver theBond PurchaseAgreement
with suchchangesthereinasshallbeapprovedby suchofficial, hisor herexecutionanddelivery
thereofto serveasconclusiveevidenceof suchapproval.

The County Administrator or his designeeis herebyauthorizedanddirectedto
causethe Series2004 Bondsto bedeliveredto the Original Purchaseruponreceiptof payment
thereforandsatisfactionof theotherconditionsfor deliverythereofin accordancewith the terms
ofthe sale.

Section14. Bond RegistrarandPayingAgent. TheCountywill maintainanoffice or
agencywhere Series2004 Bonds may be presentedfor registrationof transfer(the “Bond
Registrar”)andan office or agencywhereSeries2004 Bondsmaybepresentedfor payment(the
“Paying Agent”). The County may appoint one or more co-Bond Registrarsor oneor more
additionalPayingAgents. The BondRegistrarandPayingAgentmaymakereasonablerulesand
set reasonablerequirementsfor their respectivefunctionswith respectto the ownersof the Series
2004Bonds.

As provided in Resolution No. 1991-138, J.P. Morgan Trust Company, National
Association (as successor in interestto The Valley NationalBank of Arizonaandits successors),
or successors thereto, is herebyappointedandshall actas the BondRegistrarandPayingAgent
for the Series2004Bonds.

The Bond Registrarmay appoint an authenticatingagentacceptableto the County to
authenticateSeries2004 Bonds. An authenticatingagentmay authenticateSeries2004 Bonds
wheneverthe BondRegistrarmay do so, Eachreferencein this Resolutionto authenticationby
the BondRegistrarincludesauthenticationby an authenticatingagentactingon behalfandin the
nameof theBondRegistrarandsubjectto theBondRegistrar’sdirection.

The BondRegistrarshallkeeparegisterof the Series2004Bonds,the registeredowners
of the Series2004Bondsandof transferof the Series2004Bonds. WhenSeries2004Bondsare
presentedto the Bond Registraror a co-BondRegistrarwith a requestto registera transfer,the
Bond Registrarwill registerthe transferon the registrationbooks if its requirementsfor transfer
are metandwill authenticateanddeliver oneor more Series2004Bondsregisteredin thename
of the transfereeof the sameprincipal amount,maturity and rate of interestasthe surrendered
Series2004 Bonds. Any Series2004 Bond may be exchangedat the designatedoffice of the
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Bond Registrarfor a Series2004Bondof thesamematuritydateandaggregateprincipalamount
as thesurrenderedSeries2004Bond. The “RecordDate” for the Series2004Bondswill be the
close of businessof the Bond Registraron the 1 5th day of the month precedingan interest
paymentdate. Series2004Bondspresentedto the BondRegistrarfor transferafterthe closeof
businesson the RecordDate and before the closeof businesson the next subsequentinterest
paymentdatewill be registeredin the nameof the transfereebut the interestpaymentwill be
madeto the registeredownersshownon the books of the Bond Registraras of the close of
businessontheRecordDate.

TheBond Registrarshall authenticateSeries2004 Bondsuponthewritten requestofthe
CountyAdministratoror hisdesignee.

Section15. Depository Trustee; Depository Trust Agreement. J.P. Morgan Trust
Company,National Associationis herebyappointedasthe depositorytrustee(the “Depository
Trustee”) for the Bondsto be Refunded. The DepositoryTrust Agreementbetweenthe County
andtheDepositoryTrustee(the “Depository TrustAgreement”),in substantiallythe form on file
with the Clerk of the Board is herebyapproved,andthe Chair of the Boardof Supervisorsis
herebyauthorized,empoweredand directed,for and on behalfof the County, to executeand
deliver the Depository Trust Agreementwith such changestherein as he shall approve,his
executionanddelivery thereofto serveasconclusiveevidenceof suchapproval.

Section16. ReserveFund Guarantyand BondInsurance. If the Countyis advisedby
theOriginal Purchaserthat the purchaseof aMunicipal BondInsurancePolicy securingpayment
of the Series2004 Bonds and/or a surety bond or other ReserveFund Guarantywould be
advantageousto the Countyorthe termsof thefinancingrepresentedby the Series2004 Bonds,
the CountyAdministratoror his designeeis herebyauthorizedto negotiatewith andsecure,with
proceedsof the Series2004 Bonds or otherwise,suchaMunicipal Bond InsurancePolicy or a
ReserveFundGuaranty,in amountsrequiredby ResolutionNo. 1991-138,or both. The Chairof
the Board or the County Administratoror the designeeof either is herebyfurther authorizedto
executeanddeliveranyinstrumentsor documentsnecessaryin connectionwith the purchaseof
any suchMunicipal Bond InsurancePolicy and/orReserveFund Guaranty, including those
making provision for the repaymentof amounts advancedby the institutions issuing such
Municipal Bond InsurancePolicy and/orReserveFundGuaranty.

Section17. Call for Redemptionof Bonds to be Refunded. In accordancewith the
redemptionprovisionsof ResolutionNo. 1993-220,the County doesherebyexerciseits right to
redeemanddoesherebycall for redemption(subjectto thedeliveryof the Series2004 Bonds)on
July 1, 2004, the first availableredemptiondate, the Bonds to be Refundedmaturingafter that
date.

Section18. ResolutionaContract. ThisResolutionshallconstitutea contractbetween
the Countyandtheownersof the Series2004Bondsissuedhereunderandshallnot be repealed
or amendedexceptasprovidedin ResolutionNo. 1991-138for repealor amendmentthereof

Section19. Compliancewith FederalLaw. The Countyrecognizesthatthepurchasers
andownersof the Series2004 Bondswill have acceptedthem on, and paid therefora price
which reflects,the understandingthat interestthereonis excludablefrom gross incomeof the
ownersthereoffor federalincometax purposesunder laws in forceat the time the Series2004
Bondsshallhavebeendelivered. In this connectiontheCountyagreesthat it shall takeno action
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which mayrenderthe intereston any of the Series2004 Bondsto be includablein grossincome
for federalincometax purposes.The Countyagreesthat, to the extentpossibleunderstatelaw,
it will comply with whateverfederallaw is now in effectorwhich shallbe adoptedin thefuture
which appliesto the Series2004 Bondsand affectsthe exemptstatusof the interestincomeon
the Series2004Bonds.

The County, therefore,authorizesthe creationby suchofficer as is namedby the County
Administratoror his designeeof a fund which is hereinafterreferredto as the “RebateFund”.
Moneyswill bedepositedandinvestedin theRebateFundanddisbursedpursuantto the termsof
theTax CertificateandAgreement,deliveredin connectionwith the deliveryof the Series2004
Bonds(the “Tax Agreement”).

The County Administratoror his designeeis herebyauthorizedto executeon behalfof
the Countythe Tax Agreementto assurethe ownersof the Series2004 Bondsthat the proceeds
of the Series2004Bondswill not beusedin amannerwhich would or might resultin the Series
2004 Bondsbeing “arbitragebonds” under Section 148 of the Internal RevenueCodeof 1986
(the “Code”), as amended,or the regulationsof theUnited StatesTreasuryDepartmentcurrently
in effect or proposed. SuchTax Agreementshall constitutea certification, representationand
agreementof the Countyandno investmentshallbe madeof the proceedsof the Series2004
Bondsherein authorizednor of the money in the accountestablishedhereunderin violation of
the expectationsandcovenantsprescribedby saidTax Agreement. Such Tax Agreementshall
constitutean agreementof the Countyto follow certaincovenantswhich mayrequirethe County
to takecertainactions(including the paymentof certainamountsto the United StatesTreasury)
or which mayprohibitcertainactions(including theestablishmentof certainfunds)undercertain
conditionsas specifiedin suchTaxAgreement.

The Countyfurther recognizesthatSection 149(a) of the Code requiresthe Series2004
Bonds to be issuedandto remain in fully registeredform in order for interestthereonto be
excludablefrom grossincomefor purposeof federalincometaxationunderlaws in forceat the
time the Series2004 Bondsare delivered. In this connection,theCounty agreesthat it will not
take any action to permit the Series 2004 Bondsto be issued in, or converted into, bearer or
couponform if and to the extentsuchactionwould adverselyaffect the exclusionof intereston
the Series2004 Bondsfrom grossincomefor federalincometax purposes.

TheCountyalsorecognizesthat theOriginalPurchaserofthe Series2004Bondsmaybe
required to comply with Rule 1 5c2-l2(b)(5) adopted by the Securities and Exchange
Commissionunder the Securities ExchangeAct of 1934 (the “Rule”) in connectionwith
purchasingor selling the Series2004 Bonds as an underwriter. In order to assistthe Original
Purchaserin complying with the Rule the County will enter into a Continuing Disclosure
Undertakingwith respectto the Series2004Bonds,anda ContinuingDisclosureUndertakingin
substantiallythe form on file with the Clerk of the Boardis herebyapproved,andthe County
Administratoror his designeeis herebyauthorized,empoweredanddirected, on behalfof the
County, to executeanddeliver the ContinuingDisclosureUndertakingwith suchchangestherein
as such officer shallapprove,the executionanddelivery thereofto serveasconclusiveevidence
of suchapproval,andto do all suchactsandthingsnecessaryto carryout the termsandintent of
theContinuingDisclosureUndertaking.

Section20. Authorization to PurchaseGovernmentObligations. The Depository
Trustee is herebyauthorizedto purchaseGovernmentObligationsdescribedor to be described
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in the DepositoryTrust Agreement. The maturingprincipal of and interest incomeearnedon
said GovernmentObligationswill be calculatedto be sufficient to pay whendue all principal,
interestand premium where applicableon the Bonds to be Refunded. If and to the extent
requiredin the Bond PurchaseAgreement,an opinion will be renderedby a qualified certified
public accountantor firm ofcertifiedpublic accountants,asto thearithmeticalaccuracyof such
calculations.

Section21. Severability. It is the intention hereof to confer upon the County the
whole ofthepowersprovidedfor in the Act andif anyoneor moresections,clauses,sentences
and partshereofshall for any reasonbe questionedin any court of competentjurisdiction and
shallbeadjudgedunconstitutionalor invalid, suchjudgmentshallnot affect, impairor invalidate
the remainingprovisionshereof or the Series2004 Bonds issuedpursuantheretobut shallbe
confined to the specific sections, clauses, sentencesand parts so determined. All prior
resolutionsor partsthereofin conflict herewithbe andthesameareherebyrepealed.

Section22. Ratificationof Actions. All actionsof theofficers,employees,and agents
of the Countywhich conformto thepurposesandintentofthis Resolutionandwhich further the
issuanceand sale of the Series 2004 Bonds as contemplatedby this Resolution whether
heretofore or hereafter taken shall be and are herebyratified, confirmed and approved.The
properofficers andagentsof the County are herebyauthorizedanddirectedto do all suchacts
and things andto executeand deliver all suchdocumentson behalfof the County asmay be
necessaryto carryout the termsandintent of this Resolution.

Section23. Emergency. It is necessaryto utilize an emergencyclausewith this
Resolutionto provide for thetermsof the Series2004Bondsto allow the County to enterinto a
contract for the sale thereofat the earliestpracticabledate, therebycommitting the Original
Purchaserto the interestratesthe Series2004 Bondswill bear,transferringthe market risk of
changesin interestratelevels from the Countyto thepurchaserandpermitting delivery of and
paymentfor the Series2004Bondsto occuras soonas is possible.

WHEREAS,theimmediateoperationoftheprovisionsofthis Resolutionis necessaryfor
the preservationof the public peace,healthand safetyof the County, an emergencyis hereby
declaredto exist, and this Resolutionis enactedas an emergencymeasureand will be in full
force and effect after its passage,adoptionand approvalby the Board of Supervisorsandit is
herebyexempt from the referendumprovisions of the Constitutionand laws of the State of
Arizona.

[Remainderofpageleft blankintentionally]
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PASSED,ADOPTED AND APPROVEDby the Boardof Supervisorsof PimaCounty,
Arizona,onMarch~, 2004.

ATTEST:

PIMA COUNTY

By:
Chair,Boardof Supe isors

MAR 092004

APPROVEDAS TO FORM:

SNELL & WILMER L.L.P.,

Bond Counsel

By:~i~&~&A~ ~
Timothy E. P. krell

MAR 092
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EXHIBIT A

FORM OF BOND

UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (“DTC”) TO THE
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT,
AND ANY BOND ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH
OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTEDBY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER,
PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY
PERSONIS WRONGFULINASMUCH AS THE REGISTEREDOWNERHEREOF,CEDE&
CO., HAS AN INTEREST HEREIN.

PIMA COUNTY,ARIZONA
SEWERREVENUEREFUNDING BOND

SERIES2004

Number: Denomination:
R- $

Interest Rate Maturity Date Original IssueDate CUSIP
July 1, 20 April 1, 2004

RegisteredOwner: CEDE & CO.

PrincipalAmount: __________________________________ AND NO/lOO DOLLARS

PIMA COUNTY, ARIZONA (the “County”), for valuereceived,herebypromisesto pay
to theregisteredowneridentifiedabove,or registeredassignsasprovidedherein,onthematurity
dateset forth above,the principal amount set forth above,and to pay interest on the unpaid
principalamountatthe interestrateshownabove.

CertainBonds of the issueof which this Bond is one aresubjectto call for redemption
prior to maturity in accordancewith thetermssetforth within thisBond.

Interestis payableon January1 andJuly 1 of eachyearcommencing________1, 200,
andwill accruefrom the mostrecentdateto which interesthasbeenpaid, or, if no interesthas
beenpaid, from the original issuedatesetforth above. Interestwill be computedon thebasisof
a360-dayyearof twelve 30-daymonths.

Principal,interestandany premiumarepayablein lawful moneyof the UnitedStatesof
America. Interestprior to maturity will bepaid by checkpayablein suchmoneydrawnon the
Paying Agent and payableto the order of and mailed by the PayingAgent to the registered
owner at the addressshownon the registration booksmaintainedby the Bond Registrarat the
close of business on the record date, or by wire transfer, as explainedherein. Theprincipal and
any premium will be paid when due to the registeredownerupon surrenderof this Bond for
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paymentat the designatedoffice of the PayingAgent, which on the original issuedateis the
principalcorporatetrustoffice ofJ.P.MorganTrustCompany,NationalAssociation.

This Bond is one of an issueof $___________ principal amountof Bondsof like date,
tenor and effect exceptasto rate of interest,numberand maturity date,issuedpursuantto the
Constitution and laws of the State of Arizona including particularly Title 1 1 , Chapter 2,
Article 4, ArizonaRevisedStatutes,asamended,andResolutionsNo. 1991-138,1991-182and
No. 2004- adoptedby theBoardof Supervisorsof Pima Countyon June1 8, 1991, August6,
1991 and March _, 2004,respectively(collectively, the “Bond Resolution”),for the purposeof
refundingandredeemingcertain outstandingSewer RevenueRefunding Bonds,SeriesI 994A,
and to paying the costs of issuancetherefor and necessarypremiums and commissionsin
connectiontherewith.

This Bond andthe issueofwhich it is apart arepayableasto bothprincipal and interest
solely from the net revenues to be derived by theCounty from the sewersystemof the County.
For a more complete statement of the provisions made to securepaymentof the Bonds,the
revenuesfrom which and conditionsunderwhich this Bond is payable,statementsof the terms
under which the Bond Resolutionmay be modified, andthe generalcovenantsandprovisions
pursuantto whichthis Bond is issued,referenceis madeto theBond Resolution.

This Bond andthe interesthereonareenforceableexclusivelyfrom therevenuespledged
theretoin the Bond Resolutionandno ownerhereofshallhavethe right to compelanyexercise
of thetaxing powerofthe Countyto pay this Bond or the interesthereon. This Bond doesnot
constitutean indebtednessor pledgeof the generalcredit of the County within the meaningof
any constitutional,charteror statutoryprovisionsrelatingto theincurringof indebtedness.

Interest on the Bonds will be paid on each interest payment dateby checkmailed by the
PayingAgent to eachregisteredowner of the Bonds at the addressshownon the registration
book of the Bond Registraron the recorddate(as describedbelow), or by wire transferto any
securitiesdepositoryor, upon two daysprior written requestdelivered to the paying agent
specifying a wire transferaddressin thecontinentalUnited Statesby anyregisteredownerof at
least$1,000,000aggregateprincipalamountofBonds.

The Bonds maturingon or beforeJuly 1, _____ are not subjectto call for redemption
prior to theirrespectivematuritydates.TheBondsmaturingon orafterJuly 1, _____aresubject
to call for redemptiononandafterJuly 1, _____ attheelectionofthe County,in wholeor in part
on any date,by thepaymentof a redemptionprice equalto the principalamountof eachBond
called for redemptionplus accruedinterestto the date fixed for redemption plus a premium
payablefrom anysourcelawfully availabletherefor,thepremium(calculatedasapercentageof
theprincipalamountoftheBondsto be redeemed)to becomputedasfollows:

PeriodDuring WhichRedeemed Redemption
(both datesinclusive) Premium

July 1, _____through June 30, _____ 1%
July 1, _____ andthereafterwithoutpremium.

[The Bondsscheduledto matureon July 1, _____, are subjectto mandatoryredemption,
by lot, selected by the Bond Registrarannually on the redemptiondatesand in the principal
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amounts shown below by payment of the principal amount of each Bond so called for
redemptionplusaccruedinterestto thedatefixed for redemption,andwithoutpremium.

RedemptionDate(July 1) PrincipalAmount]

Notice of redemptionof any Bondwill bemailedto the registeredholder of theBondor
Bonds being redeemedat the addressshown on the bond registermaintainedby the Bond
Registrarnot lessthan30 daysnormorethan60 dayspriorto thespecifiedredemptiondate.

The Bond Registrar and Paying Agent is J.P. Morgan Trust Company, National
Association.TheBondRegistrarorPayingAgentmaybechangedwithout notice.

This Bond is transferableby the registeredowner in personor by attorney duly
authorized in writing at the designatedoffice of the Bond Registrar upon surrender and
cancellationofthis Bond,but only in themannerandsubjectto thelimitation anduponpayment
ofthechargesprovidedin theBondResolution. Uponsuchtransferanewbondor bondsofthe
sameaggregateprincipal amount, maturityand interestratewill be issuedto the transfereein
exchange.TheBond Registrarmayrequirean owner,amongotherthings,to furnishappropriate
endorsementsandtransferdocumentsandto payanytaxesandfeesrequiredby law or permitted
by the Bond Resolution. TheCountyhaschosenthe 15th dayofthemonthprecedingan interest
paymentdateas the recorddate for this seriesof Bonds,unlesssuchdate is a Saturday,Sunday
or holiday, in which casetherecorddatewill bedeemedto be thepreviousbusinessday. Should
this Bond be submittedto theBondRegistrarfor transferduringthe periodcommencingafterthe
closeofbusinesson therecorddateandcontinuingto andincluding the nextsubsequentinterest
paymentdate,ownershipwill be transferredin thenormalmannerbut the interestpaymentwill
be madepayableto andmailedto the registeredowneras shownon theBondRegistrar’sbooks
atthe closeofbusinesson therecorddate.

The Bond Registrarmay but neednot registerthe transferof a Bond which hasbeen
selectedfor redemptionandneednot registerthe transferof any Bond for a periodof 15 days
beforeaselectionofBondsto beredeemed.If thetransferofanyBond whichhasbeencalledor
selectedfor call for redemptionin wholeor in part is registered,anynoticeof redemptionwhich
hasbeengiven to the transferorwill be bindinguponthe transfereeanda copyof the noticeof
redemption will be deliveredto thetransfereealongwith theBond orBonds.

Bonds of this issueare issuableonly in fully registeredform in the denominationof
$5,000eachor integral multiplesof $5,000. This Bond may be exchangedat the designated
office oftheBond Registrarfor a like aggregateprincipal amountof Bondsof thesamematurity
in authorizeddenominationsuponthetermssetforth in theBond Resolution.

TheCounty, the BondRegistrarandthe PayingAgentmaytreatthe registeredownerof
this Bond asthe absoluteownerfor thepurposeofreceivingprincipal, interestandanypremium
andfor all otherpurposesandnoneofthemshallbeaffectedby anynoticeto thecontrary.

It is herebycertified and recited that all conditions, acts and things requiredby the
Constitutionand lawsof theStateof Arizonato exist,to occurandto beperformedprecedentto
andin the issuanceof this Bond exist,haveoccurredandhavebeenperformedandthattheseries
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ofBondsofwhichthis is one,togetherwith all otherindebtednessof the County,is within every
debtandotherlimit prescribedby theConstitutionandlawsoftheStateof Arizona.

TheCountyhascausedthis Bondto be executedby theChairof its Boardof Supervisors
and attested by its Clerk of the Board of Supervisors,which signaturesmay be facsimile
signatures. This Bond is not valid or binding upon the County without the manually affixed
signatureofanauthorizedrepresentativeoftheBond Registrar.

ATTEST:

Clerk,BoardofSupervisors

PIMA COUNTY, ARIZONA

Chair,BoardofSupervisors

AUTHENTICATION CERTIFICATE

This Bond is one of the Pima County, Arizona, Sewer RevenueRefunding Bonds,
Series2004,describedin theBond Resolutionmentionedherein.

DateofAuthentication: 2004

J.P.MorganTrust Company,National
Association, as Registrar

By:
AuthorizedRepresentative

Thefollowing abbreviations,whenusedin theinscription on the faceofthis Bond, shall
be construedasthoughtheywerewrittenout in full accordingto applicablelawsorregulations:

UNIF GIFT MIN ACT --

Custodian
(Cust) (Minor)

UnderUniform Gifts
to Minor Act

Additional abbreviationsmayalsobeusedthoughnot in list above.

TEN COM -- as tenantsin common
TEN ENT -- astenantsby theentireties
JT TEN -- as joint tenants with right
survivorshipandnotastenantsin common

of

(State)
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Exhibit A - page 4



ASSIGNMENT

FORVALUE RECEIVEDtheundersignedherebysells,assignsandtransfersunto

(NameandAddressofTransferee)

(Social Security orotherFederalTaxIdentificationNumberofTransferee)

the within bond and all rights thereunder,and hereby irrevocably constitutesand appoints
___________________________________________ attorney to transferthe within bond on the
bookskeptfor registrationthereof with full powerof substitutionin thepremises.

Dated:___________________________________ ___________________________________________

Note: The signature(s) on this assignment
mustcorrespondwith thename(s)aswrittenon
the faceof the within registeredbondin every
particular without alterationor enlargementor
any changewhatsoever.

SignatureGuaranteed:

Note: Signature(s)must be guaranteedby an
eligible guarantor institution pursuant to
Securities and Exchange CommissionRule
l7Ad-l 5 that is a participant in a signature
guarantorprogramrecognizedby theTrustee.
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PRELIMINARY OFFICIAL STATEMENT DATED APRIL 22,2004

N~!~WISSUE - BOOK ENTRYONLY RATINGS: (See“Ratings” herein)

In the opinion ofSnell & Wilmer LL.P., Bond Counsel, Tucson, Arizona, Bond Counse4 under existin
8 laws and assumio& compliance with

certain covenants bythe Countyasdescribedunder “TAXEXEMPTION” herein, intereston theSeries2004Bondsis not includedin the
grossincomeoftheownersoftheSeries2004Bondsforfederalincometar purposesandis not an itemofpreferenceto be included

in thealternativeminimumtax ofindividualsor corporations. Intereston theSeries2004Bondsis not includedin thetaxable
incomeoftheownersoftheSeries2004BondsforStateofArizonaincometaxpurposes.See“TAXEXEMPTION” “ORiGINAL ISSUE

DISCOUNT” and “BOND PREMIUM” herein,

$27,160,000*
PIMA COUNTY, ARIZONA

SEWERREVENUEREFUNDING BONDS

I ‘ SERIES2004

I Dated: May 1, 2004* Due: July 1, asshownon nextpage

‘~I ~ The SewerRevenueRefundingBonds, Series2004 (the “Series 2004 Bonds”) are beingissuedby Pima County,
:~. ~~! Arizona (the “County”) in accordancewith applicableState law. The Series2004 Bonds are issuedin the form of fttlly-
~~ ~ registeredbondsin denominationsof $5,000 and integral multiples thereof. Intereston the Series2004 Bonds is payable
~ E~~ semiannuallyon July 1 andJanuary1 (eachan“InterestPaymentDate”). Thefirst interestpaymenton the Series2004 Bonds

~ ~:~ will be July 1, 2004*. Interestwill be paidon eachInterestPaymentDateby checkmailedby the paying agentto each
~~ :~, registeredownerof the Series2004Bondsat theaddressshownon the registrationbooks(the“Bond Register”)at the closeof

.~ I ~‘ businesson the fifteenthday of the monthprecedingeachInterestPaymentDateor if suchdayis a Saturday,Sundayor holidayE~~ I on the next precedingbusinessday; or by wire transferto any securitiesdepositoryor, upontwo daysprior written request~ ~ -~ deliveredto thepayingagentspecifyingawire transferaddressin thecontinentalUnitedStates,to any registeredownerowning
~ ~ ~ an aggregateprincipalamountof Series2004Bonds of at least$1,000,000.Principal of andany premiumon the Scries2004
:~~ •~ Bondswill bepayableat thedesignatedcorporatetrustoffice ofJ.P, MorganTrustCompany,NationalAssociation,orsuccessor,
~:~~g asregistrarandpayingagent.

_co~ . ‘ ‘ . ‘ . .

~ ~? ‘- TheSeries2004 Bondswill be issuedasregisteredbondsandwill beregisteredin thenameof Cede& Co., asnominee
~ p ~ of The DepositoryTrust Company,New York, NewYork (“DTC”), whichwill actas securitiesdepositoryfor the Series2004

~I I Bonds. Purchasesof beneficial interestsin suchSeries2004Bonds will bemadein book-entry-onlyform. Purchaserswill not
~~ ~ receivecertificatesrepresentingtheownershipof interestin the Series2004Bondspurchasedby them. So long asthe Series
.~ ~ ~? 2004Bonds areregisteredin the nameof Cede& Co., asnomineeof DTC, paymentsof the principal, interestandpremium,if
g ;4 ~ any, on the Series2004 Bondswill be madedirectly by the PayingAgent to Cede& Co., as nomineeof DTC. See“THE

!~! ~ SERIES2004BONDS — Book-Entry-OnlySystem”herein.~
.i~i j ~ The Series2004Bondsaresubjectto redemptionprior to their statedmaturities,asdescribedherein.
8

a
The Series2004 Bondsarebeingissuedfor the purposeof providing finds to (i) refundin advanceof maturitycertain

~ maturitiesofoutstandingsewerrevenuebondsof theCounty,and(ii) paycostsrelatingto theissuanceoftheSeries2004Bonds.

V

Principal of; premium,if any, andintereston the Series2004 Bondsarepayablesolely from andsecuredby apledgeof
the NetRevenuesof theSystemon parityof lienwith certainoutstandingsewerrevenuedebtandadditionalparitydebtthat may

~ ,~ ,~ be issuedin the futureunder theherein-describedSewerBondResolution. THE SERIES2004 BONDS ARE NOT GENERAL
‘~ .~ OBLIGATIONS OF THE COUNTY OR A CHARGE AGAINST THE GENERAL CREDIT OR TAXING POWEROF THE

.1 ~ COUNTY. THE COUNTY IS NOT LIABLE FORTHE PAYMENT OFTHE SERIES2004BONDSFROM ANY SOURCES
~ OF FUNDSEXCEPTTHE SOURCESAND FUNDSDESCRIBEDHEREIN. See“THE SERIES2004BONDS - Securityand

Sourceof Payment”herein.
o

~ .~ Thescheduledpaymentof principalof andintereston the Series2004 Bondswhen duewill be guaranteedunderan
insurancepolicy to be issued concurrently with the delivery of the Series 2004 Bonds by FINANCiAL SECURITY

I ASSURANCE[NC. FSA.
~ i~.~ This coverpagecontainsonly abrief descriptionof theSeries2004Bondsandthe securitytherefor.It is not intended

~ to be a summaryof material information with respectto the Series2004 Bonds. Investorsshould readthe entire Official
Statementto obtaininformationnecessaryto makeaninformedinvestmentdecision.

.8 8 .5

,g ~ TheSeries2004Bondsareofferedwhen,asand~fissuedbytheCountyandreceivedbytheUnderwriter, subjectto theapprovingopinionof
Snell& Wilmer L.L.P.,BondCounsel,Tucson,Arizona,asto validity andtar exemption.Certainmatterswill bepasseduponfor the

Underwriter byits counsel,GreenbergTraurig, LLP, Phoenix,Arizona. It is expectedthat theSeries2004Bondswill be
j availablefor deliverythroughthefacilitiesofDiE on or aboutMay11, 2004~
t ‘a ~5

RBC DAIN RAUSCIIER
April_, 2004

*preliminary,subjecttochange.



MATURITY SCHEDULE*

Maturity
July 1
2004
2005
2006
2007
2008
2009

Principal
Amount

$ 115,000
1,800,000
1,820,000
2,695,000
2,750,000
2,805,000

July 1
2010
2011
2012
2013
2014
2015

Amount
$1,840,000

1,890,000
2,275,000
2,630,000
3,020,000
3,520,000

$27,160,000*
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES2004

Interest Maturity Principal Interest
Rate Yield Rate Yield

(AccruedInterestto beAdded)

*Preljmjnary,subjectto change.
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This Officinl Statement,which includes the cover page and the Appendiceshereto, does not
constitute an offering of any security other than the original offering of the Series2004 Bonds identified on
the inside front cover hereof. No person has been authorized by the County to give any information or to
makeany representationsother than as contained in this Official Statement, and ifgiven or made, suchother
information or representation not so authorized should not be relied upon as having beengiven or authorized
by theCounty.

The issuanceand saleoftbe Series2004Bonds have not beenregisteredunder the Federal Securities
Act of 1933or the SecuritiesExchangeAct of 1934,both as amended,in reliance upon exemptionsprovided
thereunder by Section3(a)2 and 3(a)12,respectively,for the issuanceand saleof municipal securities; nor has
the issuebeen qualified under the SecuritiesAct ofArizona, in reliance upon various exemptionsin suchAct.
ThisOfficial Statementdoesnotconstitutean offer to sell or a solicitationof an offer to buy in anystateIn
which such offer or solicitation is not authorized or in which the person making suchoffer or solicitation is
not qualified to do so or to any person to whom it is unlawful to makesuchoffer or solicitation.

The information and expressionsof opinion herein are subject to change without notice, and neither
the delivery of this Official Statementnor any salemadehereunder shall, under any circumstances,give rise
to any implication that there hasbeenno change in the affairs ofthe County sincethe date hereof.

IN CONNECTIONWITH THIS OFFERING,THE UNDERWRITER MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
SERIES 2004 BONDS OFFERED HEREIN AT A LEVEL ABOVE THAT WHICH MIGHT PREVAIL IN
THE OPEN MARKET. SUCH STABILIZATION, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME.

Other than with respect to information concerning Financial Security AssuranceInc. (“Financial
Security”) éontained under the caption “Bond Insurance” and Appendix I “Specimen Municipal Bond
Insurance Policy” herein, noneof the information in this Official Statementhas been supplied or verified by
Financial Security and Financial Security makes no represeOtationor warranty, expressor implied, as to (i)
the accuracy or completenessof suchinformation; (ii) the validity of the Bonds; or (iii) the tax exemptstatus
of the interest on the Bonds.

The Underwriter has provided the following sentencefor inclusion in this Official Statement: The
Undenvriter has reviewed the information in this Official Statement in accordancewith, and as part of, its
responsibilities to investorsunder the federal securitieslaws as applied to the facts and circumstancesof this
transaction, but the Underwriter doesnot guaranteethe accuracyor completenessof suchinformation.
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S2’7,160,000*
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES2004

INTRODUCTORY STATEMENT

This Official Statement,includingthe coverpageand theAppendiceshereto,hasbeenpreparedby Pima
County, Arizona (the “County”) in connection with the original issuanceand saleby the County of its Sewer
Revenue Refunding Bonds, Series 2004 (the “Series 2004 Bonds”), identified on the cover page hereof

All financial and other information presented in this Official Statement has been provided by the County
from its records, except for information expressly attributed to other sources. The presentation of information,
including tables of receipts from taxes andothersources,is intendedto showcertainhistoric information,andisnot
intendedto indicate future or continuing trends in the financial position or other affairs of the County. No
representation is made that past experience, as is shown by that financial and other information, will necessarily
continue or be repeated in the future.

References to provisions of Arizona law, whether codified in the Arizona Revised Statutes or uncodified, or
of the Arizona Constitution, are references to those current provisions. Those provisions maybeamended,repealed
orsupplemented.

THE SERIES2004BONDS

Authorization and Useof Funds

The Series 2004 Bonds are issued pursuant to the Constitution and laws of the State of Arizona, including
specifically Title 11, Chapter 2, Article 4, Arizona Revised Statutes and all amendments thereto, and more
specifically under the provisions of(i) Resolution No. 199 1-138 adopted by the County’s Board of Supervisors (the
“Board”) on June 18, 1991, as amended by the Board on August 6, 1991, and (ii) a supplemental authorizing
resolution, which supplemental resolution provides for the issuance of the Series 2004 Bonds, adopted by the Board
on March 9, 2004 (collectively, the “Sewer Bond Resolution”). Excerpts of the Sewer Bond Resolution, including
certain defined terms used herein, are presented in Appendix G.

Proceeds of the sale of the Series 2004 Bonds will be used to provide funds to (i) refund in advance of
maturity certain maturities of outstanding sewer revenue bonds of the County, and (ii) pay costs relatingto the
issuance of the Series 2004 Bonds. See “PLAN OFREFUNDiNG”herein.

GeneralDescription

The Series2004Bondswill bedatedMay I, 2004* andwill beissuedin theform of fully registered bonds
in denominations of $5,000 or any integral multiple thereof The Series 2004 Bonds will bear interest from May 1,
2004*, payable semiannually on January 1 and July 1 (each an “Interest Payment Date”), commencing July 1,
2004*

As described herein under “THE SERIES 2004 BONDS Book-Entry-Only System” the Series 2004
Bonds will be issued in book-entry-only form and will be registered in the name of Cede & Co., as registered Owner
and nominee of The Depository Trust Company (“DTC”), NewYork, NewYork. So long as DTC, or its nominee,
Cede & Co., is the registered Owner of all of the Series 2004 Bonds, all payments on the Series 2004 Bonds will be

*Preliminary, subject to change.
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directly to DTC. So long as Cede& Co. is the registeredOwner of the Series2004Bonds,as nomineefor DTC,
referenceshereinto “Owners”or registeredownersof the Series2004 Bonds(otherthan underthe caption“TAX
EXEMPTION”) shallmeanCede& Co., asaforesaid,andshallnotmeanthebeneficialownersofsuchSeries2004
Bonds. Whenreferenceis madeto any action which is requiredorpermittedto betakenby thebeneficialowners,
suchreferenceshall only relate to thosepermittedto act (by statute,regulationor otherwise)on behalfof such
beneficialownersfor suchpurposes.Whennoticesaregiven,theyshallbesentby thehereinafter-describedPaying
AgenttoDTC only, as registeredOwner.

Interestwill bepaidon eachInterestPaymentDateby checkmailedto eachregisteredownerof theSeries
2004 Bonds(initially, only DTC) at theaddressshown on the registrationbooks(the “Bond Register”)maintained
by thehereafter-describedBond Registrarat thecloseof businesson the fifteenth dayof themonthprecedingeach
InterestPaymentDateor if suchday is a Saturday,Sundayor holiday on the next precedingbusinessday (the
“Record Date”), orby wire transferto any securitiesdepositoryor, upon two dayspriorwritten requestdeliveredto
thepaying agentspecifyinga wire transferaddressin thecontinentalUnitedStates,to anyregisteredownerowning
an aggregateprincipal amountof Series2004 Bondsof at least $1,000,000and theprincipal of the Series2004
Bonds will bepayableatmaturityuponsurrenderof theSeries2004Bondsto J.P.MorganTrust Company,National
Association,asthebondregistrarandpayingagent(the“Bond Registrar”and“PayingAgent” asapplicable).

Security and Source of Payment

Principal, premium, if any, and interest on the Series 2004 Bonds are payable solely from the revenues
derivedby the Countyfrom the operationof its sewersystem(the“System”) afterprovisionhasbeenmadefor the
payment of the reasonable and necessary expenses of the operation and maintenance of the System (the “Net
Revenues”). The Series 2004 Bonds will be on a parityof lien onsuchNetRevenueswith the County’soutstanding
SewerRevenueBonds,Seriesof 1993;SewerRevenueBonds,Series1994B; SewerImprovementand Refunding
RevenueBonds,Series1998;SewerRevenueRefundingBonds,Series2001,andcertainloan agreementsbetween
the Water InfrastructureFinanceAuthority of Arizona (“WIFA”) and the County as borrowerin February1996,
June1997,October2000 andDecember28, 2001(collectively, “OutstandingParityBonds”), andadditionalparity
bondsthat maybeissuedin the futureasprovidedin theSewerBondResolution(collectivelywith the Series2004
BondsandtheOutstandingParityBonds, “Parity Bonds”). The aggregateprincipalamountofParityBondsthat will
be outstandingafter the issuanceof the Series2004 Bonds is $140,929,383*. See“Parity Debt” and “SEWER
REVENUE DEBT OUTSTANDING” herein. See also the discussionunder the subheading“Extraordinary,
Uninsured Event” in Appendix A - “PIMA COUNTY, ARIZONA WASTEWATER MANAGEMENT
DEPARTMENT” for a discussionrelating to the adverseimpact on cashflow during fiscal year 2002-03of the
eventdescribedthereunder.

Redemption*

The Series2004Bondsmaturingon or beforeJuly 1, 2014 arenotsubjectto call for redemptionprior to
their respectivematuritydates. The Series2004Bondsmaturing on July 1, 2015 aresubjectto call for redemption
prior to maturityon andafterJuly 1,2014at theelectionof theCounty,in wholeor inpart in $5,000incrementson
anydate,by thepaymentof a redemptionpriceequalto the principalamountof eachBondcalledfor redemption,
withoutpremium,plusaccruedinterestto thedatefixed for redemption.

Noticeof Redemption

Noticeof redemptionof anyBondwill begivenby mailto the registeredownerof the Series2004Bond or
Series2004Bondsbeingredeemedattheaddressshown ontheBondRegistermaintainedby theBondRegistrarnot
lessthanthirty (30) andnotmore than sixty (60)daysprior to the dateset for redemption. Neitherfailure to give
such notice, nor any defect thereinwith respectto any Series2004 Bonds shall affect the regularity of the
proceedingsfor redemptionof anyotherSeries2004Bond.

*Preliminary,subjectto change.
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ReserveFund

The SewerBondResolutionrequiresthatthe CountymaintainaReserveFundwhich securesthepayment
of all OutstandingParityBonds andsubsequentlyissuedParityBondswithout preferenceorpriority of debtof any
series.TheSewerBondResolutionrequiresthatthe ReserveFundbemaintainedin an amountequalto theReserve
Requirement,which is equalto averageannualdebt serviceon all OutstandingParityBonds,or suchlesseramount
asmay berequiredto preservethesewerrevenuedebts’statusastax-exemptobligationsundertheInternalRevenue
Code.The SewerBond Resolutionprovidesthat the ReserveFundbe further funded, if necessary,in connection
with the issuanceof the Series2004 Bondsand adjustedupon the issuanceof additionalParity Bondsby (i) the
immediatedepositof bondproceedsor available moneysof the County into the ReserveFundor the immediate
delivery to thePayingAgentof aReserveFundGuaranty,oranycombinationthereof,in orderfor theReserveFund
Valueto equalor exceedtheReserveRequirement;or(ii) within fiveyearsfollowing the deliveryoftheSeries2004
Bondsor any Parity Bonds, depositsof Net Revenuesto the ReserveFund in approximatelyequal monthly
installmentson the I 0th dayof each monthsuchthat the ReserveFund Valuewill equal or exceedthe Reserve
Requirementnot laterthan theexpirationof suchfive-yearperiod;or (iii) anycombinationofthemethodsdescribed
in clauses(i) and(ii) abovein an aggregateamountequalto theReserveRequirement.

If the ReserveFund is funded with cash and investmentsand any amount thereof is subsequently
withdrawnandtransferredto theBondFundto paydebtserviceonthe Series2004 BondsorParityBonds suchthat
theReserveFund Valueis lessthantheReserveRequirement,the Countyis requiredto depositto theReserveFund
from Net Revenuestheamountofanysuchdeficiencyin twelve(12)equalmonthly installments.

The County haspreviouslydeliveredfor thebenefitof the ReserveFundsuretybondsissuedby Financial
GuarantyInsuranceCompany,AMBAC Indemnity Corporation,and MBIA InsuranceCorporationeachof which
satis&the requirementsof a ReserveFundGuarantyundertheSewerBondResolution. TheCounty doesnotexpect
to haveto fund anyadditionalReserveRequirementatthetime of deliveryof theSeries2004Bonds.

RateCovenant

The Countyhascovenantedunderthe SewerBond Resolutionto establishandmaintainrates,fees and
chargesfor servicessuppliedby theSystemsufficientto paythemaintenanceandoperationcostsof theSystemand
to produceanaggregateamountof Net Revenuesin eachfiscal year equalto at least 1.20 times the Annual Debt
ServiceRequirementfor the correspondingBondYear on all outstandingParity Bonds(treatingany variablerate
Parity Bonds hereafterissued as bearinginterest at the AssumedInterestRate and bondssubject to mandatory
redemptionasmaturing on theirrespectivemandatoryredemptiondates)and sufficientto payany Policy Costs(as
definedin theReserveFundGuaranties)during suchBondYear.

Parity Bonds

Undertheprovisionsof theSewerBondResolution,theCounty mayissueadditionalParityBondssecured
by theNet Revenues,if Net Revenuesfor the immediatelyprecedingFiscalYear(asshownby a certificateof the
County’s Director of Finance) are at least equal to 1.20 times Maximum Annual Debt Servicecoming duein any
Bond Year on all Parity Bonds then outstanding and the proposed Parity Bonds to be issued,andaresufficient to
payany Policy Costs during suchBond Years. Undercertainconditionssetforth in the SewerBond Resolution,
additional amountsmay be addedto Net Revenuesfor the purposeof calculating the Parity Bonds test. See
AppendixG - “Summaryof ResolutionNo. 1991-138(as AmendedandSupplemented)Authorizingthe Issuanceof
theSeries2004Bonds.”

The County will have$23,910,000of voter-authorizedbut unissuedParity Bond authorizationavailable
after the issuanceof the Series2004 Bonds. The County expectsto utilize approximately$18,015,000of this
remainingauthorizationduring the secondcalendarquarterof 2004 for purposesof an additional loan agreement
from WIFA, the proceeds of which will be used to finance the designandimprovementof certainprojectssomeof
which are described under the subheading “Capital Improvements” in Appendix A — “PIMA COUNTY, ARIZONA
WASTEWATER MANAGEMENT DEPARTMENT.” Principalamountsdrawnunderthe loan agreementwill be
treated as if they constituted additional Parity Bonds. See also the discussion under the subheading “Extraordinary,
Uninsured Event” in Appendix A - ‘PIMA COUNTY, ARIZONA WASTEWATER MANAGEMENT
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DEPARTMENT” for a discussionrelating to the adverseimpact on cashflow during fiscal year2002-03of the
eventdescribedthereunder.In addition,a specialbondelectionwill beheld in theCountyon May 18, 2004to seek,
amongother propositions,authorizationto issue an additional $150,000,000principal amountof sewerrevenue
bondsandadditional amountsmight be authorizedat future elections,all of which could be issuedas additional
ParityBonds.

Book-Entry-OnlySystem

The following information concerningDTC and DTC’s book-entry system is based solely on
informationprovidedby DTC. Accordingly,theCounty takesno responsibilityfor theaccuracythereof.The
BeneficialOwnersshouldconfirmthis informationwith DTC ortheDTC participants.

DTC will actassecuritiesdepositoryfor the Series2004 Bonds. TheSeries2004Bondswill beissuedas
fully-registeredsecurities,initially registeredin thenameof Cede& Co. (DTC’s partnershipnominee). Onefully-
registeredSeries2004 Bond certificate will be issued for eachmaturity of the Series2004 Bonds, each in the
aggregateprincipal amountofsuchmaturity,andwill bedepositedwith DTC.

DTC, the world’s largestdepository,is a limited-purposetrust companyorganizedunderthe New York
Banking Law, a “banking organization”within the meaningof theNew York Banking Law, a memberof the
FederalReserveSystem,a “clearingcorporation”within themeaningof theNewYork Uniform CommercialCode,
anda “clearing agency”registeredpursuantto theprovisionsof Section 1 7A of the SecuritiesExchangeAct of
1934.DTC holdsandprovidesassetservicingforover2 million issuesofU.S.andnon-U.S.equityissues,corporate
andmunicipaldebtissues,and moneymarketinstrumentsfrom over85 countriesthat DTC’s participants(“Direct
Participants”)depositwith DTC. DTC also facilitatesthepost-tradesettlementamongDirectParticipantsof sales
and other securitiestransactionsin depositedsecurities,throughelectroniccomputerizedbook-entrytransfersand
pledgesbetweenDirect Participants’accounts. This eliminates the needfor physicalmovementof securities
certificates. Direct Participantsinclude both U.S. and non-U.S. securitiesbrokers and dealers,banks, trust
companies,clearing corporations,and certainother organizations. DTC is a wholly-owned subsidiaryof The
DepositoryTrust & ClearingCorporation(“DTCC”). DTCC, in turn, is ownedby a numberof DirectParticipants
ofDTC andMembersoftheNationalSecuritiesClearingCorporation,GovernmentSecuritiesClearingCorporation,
MBS ClearingCorporation,and EmergingMarketsClearingCorporation,(NSCC, GSCC, MBSCC,andEMCC,
alsosubsidiariesof DTCC),as well asby theNewYork StockExchange,Inc., theAmericanStockExchangeLLC,
and theNationalAssociationof SecuritiesDealers,Inc. Accessto theDTC systemis also availableto otherssuch
asboth U.S.andnon-U.S.securitiesbrokersanddealers,banks,trustcompanies,andclearingcorporationsthat clear
through or maintain a custodial relationshipwith a Direct Participant,eitherdirectly or indirectly (“Indirect
Participants”). DTC hasStandard& Poor’shighestrating: AAA. The DTC Rulesapplicableto its Participantsare
on file with the Securitiesand ExchangeCommission. More information about DTC can be found at
www.dtcc.com.

Purchasesofthe Series2004BondsundertheDTC systemmustbemadeby or throughDirectParticipants,
which will receivea credit for the Series2004 Bondson DTC’s records. The ownershipinterestof each actual
purchaserof eachSeries2004 Bond (“Beneficial Owner”) is in turn to be recordedon the Directand Indirect
Participants’records. Beneficial Ownerswill not receivewritten confirmation from DTC of their purchase,but
Beneficial Ownersare expectedto receivewritten confirmationsproviding detailsof the transaction,as well as
periodicstatementsof their holdings,from the Director IndirectParticipantthroughwhich theBeneficial Owner
enteredinto the transaction. Transfersof ownershipinterestsin the Series2004 Bondsareto be accomplishedby
entriesmadeon the books of Directand IndirectParticipantsactingon behalfof BeneficialOwners. Beneficial
Ownerswill not receivecertiftcatesrepresentingtheir ownershipinterestsin the Series2004 Bonds,exceptin the
eventthatuseof thebook-entrysystemfor theSeries2004Bondsis discontinued.

To facilitate subsequenttransfers,all Series2004 Bondsdepositedby DirectParticipantswith DTC are
registeredin thenameof DTC’spartnershipnominee,Cede& Co. or suchothernameas maybe requestedby an
authorizedrepresentativeof DTC. The depositof the Series2004Bondswith DTC and their registrationin the
nameof Cede& Co. or such othernomineedo not effect any changein beneficial ownership. DTC has no
knowledgeof theactualBeneficialOwnersof theSeries2004Bonds; DTC’s recordsreflectonly the identityof the
DirectParticipantsto whoseaccountssuchSeries2004Bondsarecredited,which mayormaynotbethe Beneficial
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Owners. The Direct and Indirect Participantswill remain responsiblefor keepingaccountof their holdings on
behalfof their customers.

Conveyanceof noticesand othercommunicationsby DTC to DirectParticipants,by Direct Participantsto
IndirectParticipants,and by DirectParticipantsandIndirectParticipantsto BeneficialOwnerswill be governedby
arrangementsamongthem, subjectto anystatutoryor regulatoryrequirementsasmaybein effectfromtime to time.
BeneficialOwnersof the Series2004 Bonds maywish to takecertain stepsto augmenttransmissionto them of
noticesof significant eventswith respectto the Series2004 Bonds, such as redemptions,tenders,defaults, and
proposedamendmentsto the SewerBond Resolution. Beneficial Ownersof the Series2004 Bondsmay wish to
ascertainthatthenomineeholdingtheSeries2004Bonds for their benefithasagreedto obtain andtransmitnotices
to BeneficialOwners,or in thealtemative,BeneficialOwnersmaywishto providetheir namesand addressesto the
registrarandrequestthatcopiesofthenoticesbeprovideddirectly to them.

Redemptionnoticeswill besentto DTC. Iflessthanall ofthe Series2004Bondswithin anissuearebeing
redeemed,DTC’s practiceis to determineby lot theamountof the interestof eachDirectParticipantin such issueto
be redeemed.

NeitherDTC nor Cede& Co. (norsuchotherDTC nominee)will consentor votewith respectto theSeries
2004 Bonds. Underits usualprocedures,DTC mails anOmnibusProxyto the Countyas soonas possibleafter the
recorddate. The OmnibusProxy assignsCede& Co.’s consentingor voting rightsto thoseDirectParticipantsto
whoseaccountstheSeries2004Bondsarecreditedontherecorddate(identified in alisting attachedto theOmnibus
Proxy).

Principal and interestpaymentson the Series2004 Bonds will be made to Cede & Co., or such other
nominee as may be requestedby an authorizedrepresentativeof DTC. DTC’s practice is to credit Direct
Participants’accounts,uponDTC’s receiptof fundsandcorrespondingdetail informationfrom the County on the
payable date in accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governedby standinginstmetionsandcustomarypractices,as is the casewith securities
held for the accountsof customersin bearerform or registeredin “street name,”andwill be the responsibilityof
suchParticipantandnot of DTC, thepayingagentfor the Series2004Bondsor theCounty,subjectto anystatutory
or regulatory requirements as may be in effect from time to time. Paymentof principalandinterestto Cede& Co.
(or suchother nomineeas may berequestedby an authorizedrepresentativeof DTC) is the responsibilityof the
paying agent for the Series2004 Bonds, disbursementof such paymentsto Direct Participants shall be the
responsibilityof DTC, anddisbursementof suchpaymentsto the BeneficialOwnersshall be theresponsibilityof
Direct and Indirect Participants.

DTC maydiscontinueproviding its servicesas securitiesdepositorywith respectto the Series2004Bonds
at any time by giving reasonablenoticeto the County. Undersuchcircumstances,in the eventthat a successor
securities depository is not obtained, Series 2004 Bond certificates are required to be printed and delivered.

The County may decide to discontinueuseof the system of book-entrytransfersthrough DTC (or a
successorsecuritiesdepository). In thatevent,Series2004Bondcertificateswill beprintedanddelivered.

THE COUNTY WILL HAVE NO RESPONSIBILITYOROBLIGATION TO DTC PARTICIPANTSOR
TO INDIRECT PARTICIPANTS ORANY BENEFICIAL OWNEROR ANY OTHER PERSONCLAIMING A
BENEFICIAL OWNERSHIP IN THE SERIES 2004 BONDS UNDER OR THROUGH DTC OR ANY
PARTICIPANT~ORANY OTHER PERSONWHICH IS NOT SHOWN ON THE REG1STRATIONBOOKSOF
THE BOND REGISTRAR FOR THE SERIES2004 BONDS WITH RESPECTTO (I) THE ACCURACY OF
ANY RECORDSMAINTAINED BY DTC, ANY DTC PARTICIPANT, ORANY INDIRECT PARTICIPANT;
(II) ANY NOTICE THAT IS PERMITTEDORREQUIRED TO BE GIVEN TO THEOWNERSOFTHESERIES
2004 BONDS UNDER THE SEWER BOND RESOLUTION; (III) THE PAYMENT BY DTC OR ANY DTC
PARTICIPANT ORINDIRECTPARTICIPANT OFANY AMOUNT WITH RESPECTTO THE PRINCIPAL OR
INTERESTDUE WITH RESPECTTO THE SERIES2004 BONDS; (IV) ANY CONSENT GIVEN OROTHER
ACTION TAKEN BY DTC AS THEOWNEROFTHE SERFS2004BONDS;OR(V) ANY OTHERMATTERS.

So long as Cede & Co. is the registered Owner of the Series 2004 Bonds, as nominee for DTC, reference
herein to “Owner” or registeredowners of the Series 2004 Bonds (other than under the caption “TAX
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EXEMPTION”) shall meanCede& Co.,asaforesaid,andshallnotmeantheBeneficialOwnersofsuchSeries2004
Bonds.

Whenreferenceis madeto anyactionwhich isrequiredorpermittedto be takenby theBeneficialOwners,
suchreferenceshall only relate to thosepermittedto act (by statute,regulationor otherwise)on behalfof such
Beneficial Ownersfor suchpurposes.Whennoticesaregiven,theyshallbesentby theCountyor thePayingAgent
to DTC only.

PLAN OF REFUNDING

A portion of the netproceedsof the Series2004 Bondswill beplaced in anirrevocabletrust fund (the
“Trust Account”) with J.P.MorganTrustCompany,NationalAssociation(the“DepositoryTrustee”),pursuantto a
DepositoryTrust Agreementdatedthe dateof the Series2004Bonds,and will be usedto acquireUnited States
TreasuryObligations(“the GovernmentObligations”),thematuringprincipal ofandinterestincomewith respectto
which, togetherwith an initial cashbalance,are calculatedto be sufficient to pay,when due, the principal of,
premium on, and intereston the following outstandingsewer revenuebondsof the County (the “Bonds Being
Refunded”):

Maturity Principal Redemption
Issue Sewer Original Date(s) Amount Premiumon

(Dated Revenue Principal tobe Being Redemption BondsBeing
Date) Bonds Amount Refunded* Refunded* Dates Refunded
1-1-94 Series1994A $28,670,000 7-1-04/15 $25,5Z0,000 7-1-04 2.0%

If the moneysandthe GovemmentObligationsheld in the Trust Accountare not sufficient to paythe
principal of;, premium on andaccruedinterestthereon,whendue,of theBondsBeing Refunded,the County will
remainliable for paymentof theBondsBeingRefunded.See“THE SERIES2004 BONDS— SecurityandSource
ofPayment”and“MATHEMAT1CAL VERTIFICATION.”

MATHEMATICAL VERIFICATION

The arithmetical accuracyof certain computationsincluded in the schedulesprovided by RBC Dam
Rauseher(the “Underwriter”) relating to (a) computationof anticipatedreceiptsof principal and intereston the
GovernmentObligationsand the anticipatedpaymentsof principal, premium,if any, and interestto redeemthe
BondsBeing Refunded,and (b) computationof the yields on the Bonds and the GovernmentObligationswas
examinedby The Arbitrage Group, Inc., certified public accountants. Such computationswere completedusing
certainassumptionsand infonnationsuppliedby theUnderwriteron behalfof the County. The Arbitrage Group,
Inc. hasrestrictedits proceduresto examiningthearithmeticalaccuracyof certaincomputationsandhasnotmade
any study or evaluation of the assumptionsand information upon which the computationsare basedand,
accordingly, has not expressedan opinion of the data used,the reasonablenessof the assumptions,or the
achievabilityoffutureevents.

*Preliminary,subjecttochange.

6



Sources:

Uses:

SOURCESAND USES OF FUNDS*

PrincipalAmountof Series2004Bonds

NetPremium

AccruedInterest

Total

PurchaseofGovernmentObligationsandBeginningCashBalance

Issuance Expenses(includingBondInsuranceandUnderwritersDiscount)

Depositto County’sInterestAccountfor theSeries2004Bonds

Total

Municipal BondInsurancePolicy

BOND INSURANCE

Concurrentlywith the issuanceof the Series2004 Bonds,Financial SecurityAssuranceInc. (“Financial
Security”) will issue its Municipal Bond Insurance Policy for the Series 2004 Bonds (the “Policy”). The Policy
guarantees the scheduled payment of principal of andintereston theSeries2004 Bondswhen dueas setforth in the
specimen of the Policy included as an exhibit to this Official Statement.SeeAppendixI for suchspecimen.

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

FinancialSecurityAssuranceInc.

FinancialSecurityis a New York domiciled financial guarantyinsurancecompanyand awholly owned
subsidiaryof FinancialSecurityAssuranceHoldingsLtd. (“Holdings”). Holdingsisan indirectsubsidiaryofDexia,
S.A., a publicly held Belgiancorporation,and of Dexia Credit Local, a directwholly-owned subsidiaryof Dexia,
S.A.Dexia,S.A., through its banksubsidiaries,isprimarily engagedin the businessof public finance,bankingand
asset management in France, Belgium and other Europeancountries. No shareholderof Holdingsor Financial
Security is liable for theobligationsof FinancialSecurity.

At December31, 2003, Financial Security’s total policyholderssurplusand contingencyreservesere
approximately $2,104,257,000 and its total unearned premium reserve was approximately $1,356,385,000 in
accordancewith statutory accountingpractices. At December31, 2003, FinancialSecurity’stotal shareholders’
equity was approximately $2,307,646,000and its total net unearnedpremium reserve was approximately
$1,166,562,000in accordancewithgenerallyacceptedaccountingprincipals.

*Preliminary,subjectto change.
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Thefinancial statementsincludedasexhibits to theannualandquarterlyreportsfiled by Holdingswith the
Security and ExchangeCommissionare hereby incorporatedhereinby reference. Also incorporatedhereinby
referenceare anysuch financialstatementssofiled from the dateof theOfficial Statementuntil the terminationby
theoffering of the Series2004Bonds.Copiesofmaterialsincorporatedby referencewill be provideduponrequest
to FinancialSecurityAssuranceInc.: 350 ParkAvenue,NewYork, NewYork 10022,Attention: Communications
Department(telephone(212)826-0100).

The Policy doesnotprotect investorsagainstchangesin marketvalueof the Series2004 Bonds,which
marketvaluemay be impairedasa result of changesin prevailinginterestrates,changesin applicableratingsor
other causes. FinancialSecuritymakesno representationregardingthe Series2004 Bondsor the advisabilityof
investingin the Series2004 Bonds. FinancialSecuritymakesno representationregardingthe Official Statement,
nor has it participatedin the preparationthereof,except that FinancialSecurityhasprovided to the Issuerthe
informationpresentedunderthis captionfor inclusionin theOfficial Statement.

SEWER REVENUE DEBT OUTSTANDING

Thefollowing chartlists thesewerrevenuedebtof theCounty thatwill beoutstandingafter the issuanceof
the Series2004Bonds. For mattersrelating to the issuanceof additionalParity Bonds,see“THE SERIES2004
BONDS-- ParityBonds.”

Remaining
Dateof Original Maturity Balance
Issue Amount Purpose Dates Outstanding

01-01-93 $ 6,000,000 Sewerlmprovements 7-1-01/05 $ 615,000
01-01-94 28,670,000 Refunding 7-1-01/15 25,520,000
04-01-94 8,000,000 SewerImprovements 7-1-01/04 580,000
02-01-96 11,313,350 Refunding(a)(b) 7-1-04/12 11,313,350
06-01-97 7,500,000 SewerImprovements(b) 7-1-01/11 4,757,898
05-01-98 29,185,000 SewerImprovements 7-1-01-15 23,395,000
10-27-00 61,180,286 SewerImprovements(b)(c) 7-1-02-16 54,978,135
04-01-01 19,440,000 Refunding 7-1-04/15 18.130.000
Total DirectSewerRevenueBondedDebtOutstanding $139,289,383
Less: TheBondsBeingRefunded (25,520,000)*
Plus: TheSeries2004Bondsofferedherein 27,160.000*
Net DirectSewerRevenueBondsOutstanding(d) S140,929,383*

(a) Proceedsof the loanwere used to refund in advanceof maturity $5,025,000of the SewerRevenueBonds,
Series1992,$2,845,000of the SewerRevenueBonds,Series 1993 and $2,650,000of the SewerRevenue
Bonds,Series1 994B. Thedebt servicerequirementson the refundedbondsaresecuredforpaymentby U.S.
GovermnentSecuritieswhich areheld inan irrevocabletrust.

(b) Representsfundsborrowedunderseparateloanagreementswith WIFA.

(c) OnOctober27,2000, the County enteredinto certain loanagreementswith WIFA totaling$40,000,000. In

December2001,theCountyamendedthoseloanagreementsand addedanadditional$21,180,286.

(d) The County intendsto executeand deliveranotherloanagreementwith WIFA during thesecondcalendar
quarterof 2004in theprincipal amountofapproximately$18,015,000which will betreatedasif it constitutes
additionalParityBonds. Seediscussionunderthesubheading“THE SERIES2004BONDS— ParityBonds”
for adiscussionrelatingto theuseofproceedsof theloanagreement.

*Preliminary, subjectto change.
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PIMA COUNTY, ARIZONA
STATEMENTOFSEWERNET REVENUES,

ESTIMATED DEBT SERVICEREQUIREMENTS
AND PROJECTEDCOVERAGE*

Total Debt
DebtService Service

Requirements Coverage(dl

$13,497,279 1.59
15,727,157 1.36
15,757,039 1.36
15,791,952 1.36
16,573,081 1.29
16,712,168 1.28
16,755,284 1.28
16,786,989 1.28
16,287,050 1.32
13,700,178 1.56
14,356,241 1.49
15,228,726 1.41
7,331,602 2.92
1,484,595 14.44
1,485,855 14.43
1,485,293 14.43
1,487,908 14.41
1,488,498 14.40
1,487,063 14.42
1,488,603 14.40
1,487,915 14.41

Less: Plus:
NetRevenues Outstanding Bonds TheSeries2004Bonds*

Fiscal Available for DebtService Being Dated:May 1, 2004*
Yenr_ Debt Service(al ~çqpjrements(bl Refunded Principal* Interest(c) _____________ ____________

2002-03 $21,437,337
2003-04 $15,086,144 $1,882,019 $ 115,000 $178,154
2004-05 15,728,256 2,512,563 1,800,000 711,464
2005-06 15,758,887 2,512,073 1,820,000 690,224
2006-07 15,794,696 3,361,760 2,695,000 664,016
2007-08 16,577,798 3,371,840 2,750,000 617,123
2008-09 16,716,270 3,368,750 2,805,000 559,648
2009-10 16,760,175 2,337,500 1,840,000 492,609
2010-11 16,789,273 2,336,500 1,890,000 444,217
2011-12 16,288,577 2,666,500 2,275,000 389,974
2012-13 13,701,707 2,950,750 2,630,000 319,221
2013~14 14,359,573 3,255,500 3,020,000 232,168
2014-15 14,359,573 3,648,750 3,520,000 127,072
2015-16 7,331,602
2016-17 1,484,595
2017-18 1,485,855
2018-19 1,485,293
2019-20 1,487,908
2020-21 1,488,498
2021-22 1,487,063
2022-23 1,488,603
2023-24 1,487,915

(a) Theamountshownis for fiscalyear2002-03.SeetableonpageA-8.
(b) Includes estimatedamountsdueunderan anticipatedloanagreementwith WIFA in theprincipal amountof approximately$18,015,000

which will betreatedasadditionalParity Bonds. The Countyexpectsto closethe loan agreementwith WIFA in thesecondcalendar
quarterof2004.

(c) Thefirst InterestPaymentDateis January1, 2005* andis shownnetofaccruedinterestInterestis estimatedat 3.30%perannum.
(d) UndertheprovisionsoftheSewerBond Resolution,theCountymay issueadditionalParityBonds securedby theNetRevenues,ifNet

Revenuesfor the immediatelyprecedingFiscal Yearareat leastequalto 1.20 timesMaximum AnnualDebt Servicecoming dnein any
BondYearon all ParityBondsthenoutstanding.See“THE SEWERREVENUE BONDS- ParityBonds”herein.

LEGAL MATTERS

Certain legal mattersincident to the authorization,issuanceandsaleof the Series2004 Bondsby the
County are subjectto the approvingopinion of Snell & Wilmer L.L.P., Tucson,Arizona,Bond Counselto the
County. Copiesof such opinion will be available at the time of delivery of the Series 2004 Bonds. The form of
opinionis includedas AppendixD to this Official Statement.Feesof BondCounselwill bepaid from proceedsof
thesaleof theSeries2004Bonds.

Certain legal matters will be passed upon for the Underwriter by its Counsel,GreenbergTraurig, LLP,
Phoenix, Arizona.

TAX EXEMPTION

The Internal Revenue Code of 1986, as amended (the “Code”) contains a number of requirements and
restrictionsthat apply to the Series2004 Bonds,including investmentrestrictions,periodic paymentsof arbitrage
profits to the United States,requirementsregardingthe properuseof bond proceedsand the facilities Imanced
therewith,andcertainothermatters. TheCounty haseovenantedto comply with all requirementsof the Code that
mustbesatisfiedin orderfor the intereston theSeries2004 Bondsnot to beincludedin thegrossincomeof the
owners of the Series 2004 Bonds for Federalincometaxpurposes(the“Tax Covenants”).

*preliminary, subject to change.
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Subjectto theconditionthat the County comply with the Tax Covenants,underpresentlaw, in theopinion
of Snell& Wilmer L.L.P., BondCounsel,the interestreceivedby the ownersof the Series2004Bonds(i) is not
includablein thegrossincomeof the ownersthereoffor Federalincometax purposesin accordancewith Section
103(a)of the Code,and is not an item of tax preferencefor purposesof the alternativeminimum tax imposedon
certain individuals and corporations,and (ii) is excluded from taxableincome for Arizona State income tax
purposes.

In rendering its opinion, Bond Counselwill rely on, and will assume the accuracy of~,certain
representationsandcertifications,and compliancewith certaincovenantsof the County. Bond Counselwill not
independentlyverify the accuracyof the certificationsandrepresentationsmadeby theCounty. In addition, Bond
Counselhasnotbeenengaged,andwill notundertake,to monitortheCounty’scompliancewith theTax Covenants
or to inform anypersonasto whethertheTax Covenantsarebeingcompliedwith; nor hasBondCounselundertaken
to determineor to inform anypersonwhetheranyactionstakenornot taken,oreventsoccurringor not occurring,
after the dateof the issuanceof theSeries2004 Bondsmayaffect the federaltax-exemptstatusof intereston the
Series2004Bonds.

Failure to comply with certainof the Tax Covenantscould causeintereston the Series2004 Bondsto
becomesubjectto Federalincometaxationretroactivetothedateofissuanceofthe Series2004Bonds.

Ownershipof the Series2004 Bondsmay resultin collateralFederalincometax consequencesto certain
taxpayers.Prospectivepurchasersof the Series2004Bondsshouldconsulttheir tax advisorsas to applicability of
any suchcollateralconsequences,whichwill ormay resultfrom an investmentin theSeries2004Bonds,the receipt
of intereston the Series2004Bonds,or the sale,transferorotherdispositionofthe Series2004Bonds.

Certainof thedocumentsexecutedin connectionwith the executionand deliveryof the Series2004 Bonds
permit certainactionstobetakenin the futureif alegalopinion is givenatthe time to theeffectthat suchactionwill
notcauseintereston the Series2004 Bondsto beincludablein thegrossincomeof the ownersfor Federalincome
tax purposes.Theopinionof BondCounselwith respectto theSeries2004Bondswill notaddressanysuchactions.

Legislativeproposalsareintroducedinto theUnited StatesCongressfrom time to timewhich, if enacted,
would amendoneormoreprovisionsof theCodein amannerthatwouldaltertheFederaltax consequencesreferred
to aboveor would adverselyaffect the market valueor marketability of the Series2004 Bonds. It cannot be
predictedwhether,when or in what form any suchproposalmight be enactedor whether, if enacted,any such
proposalwouldapply toobligations(suchastheSeries2004Bonds)deliveredprior to suchenactment.

ORIGINAL ISSUEDiSCOUNT

Certainof theSeries2004Bondsasindicatedon the insidecoverpageof this Official Statementarebeing
offeredandsold to the public atanoriginal issuediscount(“OlD Bonds”). Original issuediscount(“OlD”) is the
excessofthe statedamountpayableon thematuritydate(generally,the faceamount)over thelower“issueprice” of
suchOlD Bonds. Theissuepriceof theSeries2004Bondsis the initial offering priceto thepublic (otherthanto
bondhouses,brokersor similarpersonsactingin thecapacityof underwritersor wholesalers)atwhich a substantial
amountof the Series2004Bondsof thesamematuritydatearesold pursuantto that offering. ForFederalincome
tax purposes,OlD accruesto the ownerof theOlD Bondovertheperiod to thematuritydatebasedon theconstant
interestratemethod,compoundedsemiannually.With respectto an initial purchaserof anOlD Bond,theportionof
OlD that accruesduring the period such purchaserowns the OlD Bond (i) is interest excludablefrom that
purchaser’sgrossincomefor Federalincometax purposesto the sameextentandsubjectto the sameconsideration
discussedaboveasto otherintereston the Series2004Bonds(see“TAX EXEMPTION”herein),and(ii) isaddedto
that purchaser’stax basisfor purposesof determininggainor lossuponthepayment,redemption,prior saleorother
dispositionofthat 010Bond.

Purchasersof OlD Bondsshouldconsulttheir owntax advisorsasto thedeterminationforFederalincome
tax purposesof theamountofthe OlD accruablein anyperiodwith respectto theOlD BondsandregardingFederal
tax consequencesandanystateandlocaltax effectsof owningOlD Bonds.
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BOND PREMIUM

CertainoftheSeries2004Bondsas indicatedon the insidefront coverpageof this Official Statementare
beingofferedandsold to thepublic with amortizablebondpremium(the“PremiumBonds”). The amortizablebond
premiumis the excessof the “issueprice” of suchPremiumBonds overthe lower statedamountpayableat the
maturitydate(generally,thefaceamount). The issuepriceof the Series2004Bondsis the initial offeringprice to
the public (other than to bondhouses,brokersor similar personsacting in the capacity of underwritersor
wholesalers)at whichasubstantialamountof theSeries2004Bonds of thesamematuritydatearesold pursuantto
that offering. For Federalincometax purposes,bondpremiumis amortizedoverthe periodto the maturity (or, in
thecaseof a redeemablePremiumBond,theamortizationperiodandyield mayberequiredto bedeterminedonthe
basisof the earliestredemptiondatethat resultsin the lowest yield on thePremiumBond), basedon theyield to
maturity, compoundedsemiannually. No portion of amortizablebond premiumis deductibleby an owner of a
PremiumBond. For purposesof determiningtheowner’sgain or loss on thesale, redemption,or otherdisposition
of a PremiumBond, the owner’stax basis is reducedby the amountof amortizablebond premiumthat accrues
duringthe periodof ownership. As a result, an owner mayrealizetaxablegain for Federalincome tax purposes
uponthesaleofa PremiumBond for anamountequalto or lessthantheamountpaidby that ownerfor thePremium
Bond. A purchaserof a PremiumBondat its issuepricein the initial public offering who holdsthePremiumBond
to thematuritydate(or in thecaseof a redeemablePremiumBond,to its earliestredemptiondatethat resultsin the
lowestyield)will realizeno gainor lossuponthepaymentof thatPremiumBond.

Purchasersof PremiumBonds should consult their own tax advisorsas to the determinationfor Federal
income tax purposesof the amountof thebond premiumproperlyamortizablein any periodwith respectto the
PremiumBondsand regardingFederaltax consequencesand any stateand local tax effectsof owning Premium
Bonds.

LITIGATION

To the knowledgeof appropriaterepresentativesof the County,no litigation or administrativeaction or
proceedingispendingor threatenedtorestrainor enjoin, or seekingto restrainorenjoin, the issuanceor deliveryof
the Series2004Bonds, the collectionorreceiptofrevenuesto paytheprincipalof and intereston, the Series2004
Bonds, contestingor questioningthe proceedingsand authority underwhich the Series2004 Bondshavebeen
authorizedand areto be issued,sold,executedor delivered,or the validity of theSeries2004Bonds. See,however
the discussionunderthe subheading“Litigation or AdministrativeAction” in Appendix A — “PIMA COUNTY,
ARIZONA WASTEWATERMANAGEMENT DEPARTMENT”. Appropriaterepresentativesof the Countywill
deliveracertificateto thateffectatthetime of theoriginaldelivery of theSeries2004Bonds.

RATINGS

The Series2004Bondshavebeenrated“Aaa” by Moody’s InvestorsService(“Moody’s”) and“AAA” by
Standard& Poor’s RatingsGroup,a divisionof the McGraw-Hill Companies(“S&P”) with theunderstandingthat
upon deliveryof the Series2004BondsthePolicywill beissuedby FinancialSecurity.

Such ratings reflect only the view of the rating organizations,and any explanationof the meaningor
significanceof the ratingsmay only be obtainedfrom the rating agencies. The County fUrnishedto the rating
agenciescertain informationand materials,someof which may nothavebeenincludedin this Official Statement
relatingto theSeries2004Bondsor theCounty.

Generally, rating agenciesbasetheir ratings on such information and materials and on their own
investigations,studiesandassumptions.Therecanbe noassurancethata ratingwhenassignedwill continuefor any
given periodof time or that it will not be loweredor withdrawn entirely by a rating agencyif in their judgment
circumstancesso warrant. Any loweringor withdrawalofa ratingmayhaveanadverseeffecton the marketability
ormarketpriceof theSeries2004Bonds.

11



UNDERWRIT1NG

The Underwriterhasagreedto purchasethe Series2004 Bondsat a price of $__________ plus accrued
interestto thedateof delivery. Baseduponthe initial offering pricesasshownon thecoverhereof theUnderwriter
will receivecompensationof S . TheUnderwriterwill beobligatedto acceptdeliveryandpayfor all of
theSeries2004Bondsif anyaredelivered. The Underwritermayoffer andsell theSeries2004Bondsto certain
dealers(includingdealersdepositingSeries2004 Bondsinto unit investmenttrusts)andothersatpriceslower than
thepublic offering pricesreflectedon the insidefront coverpagehereof. The initial public offering pricesmaybe
changedfrom timeto timeby theUnderwriter.

CONTINUING SECONDARY MARKET DISCLOSURE

The Countyhascovenantedfor thebenefitofholdersofthe Series2004Bondsto providecertain financial
information and operatingdata relating to the County by not later than February 1 in eachyear commencing
February1 , 2005 (the“Annual Reports”),andto providenoticesof the occurrenceof certainenumeratedevents,if
material(the“Notice of Material Events”). The AnnualReportswill befiled by the County with eachNationally
RecognizedMunicipal SecuritiesInformationRepositoryandwith anystateinformationdepositoryestablishedby
the State.(At presentno suchstateinformationdepositoryhasbeendesignated.)TheNotices of Material Events
will befiled by the Countywith eachNationallyRecognizedMunicipal SecuritiesInformationRepositoryandwith
anystateinformationdepositoryestablishedby theState. The specificnatureoftheinformation to becontainedin
theAnnual Reportand theNoticesofMaterial Eventsis set forth inAppendix H — “Form of ContinuingDisclosure
Undertaking.”

Thesecovenantshavebeenmadein orderto assisttheunderwritersof theSeries2004Bondsin complying
- with S.E.C. Rule I5c2-12(b)(5) (the “Rule”). Pursuantto Arizona law, the ability of the County to provide

informationpursuantto suchcovenantsis subjectto annualappropriationto, amongotherthings,coverthecostsof
preparingand mailing the Annual Report and the Notices of Material Events to each Nationally Recognized
Municipal SecuritiesInformationRepositoryand to any stateinformation depositoryestablishedby the State. A
failure by the County to comply with thesecovenantsmust bereportedin accordancewith the Rule andmust be
consideredby any broker,dealeror municipal securitiesdealerbeforerecommendingthe purchaseor saleof the
Series2004Bondsin the secondarymarket. Consequently,sucha failure mayadverselyaffectthe transferability
andliquidity oftheSeries2004Bondsandtheir marketprice.

Continuingdisclosureundertakingspreviouslyenteredinto by the Countycalledfor theCountyto file by
February 1, 2000 an Annual Report containing certain financial information and operatingdata relating to the
County and financial statementsfor theCounty with respectto the fiscal yearendedJune30, 1999. The County
filed therequiredAnnualReportwith unauditedfinancialstatementson March7, 2000. The County subsequently
filed the audited financial statementsfor the County for the fiscal year endedJune 30, 1999 in June 2000.
Additionally, theCounty failed to file certainschedulesaspartof its continuingdisclosurerequirementsrelatedto
its 1998 SewerRevenueBondsby February 1, 2002. The disclosureswere,however,subsequentlyfiled with all
Nationally RecognizedMunicipal SecuritiesInformationRepositoriesby July 1, 2002. The Countyhasotherwise
compliedwith all existingcontinuingdisclosureundertakingsrelatingtotheCountyin all materialrespects.

FINANCIAL STATEMENTS

Includedas Appendix E of this Official Statementis the Pima County Departmentof Wastewater
Management(the“Department”)financial statementsfor the fiscal year endedJune30, 2003. TheDepartment’s
financialstatementshavebeenauditedby theOffice of the Auditor General,Stateof Arizona, as statedin their
opinionwhichappearsin AppendixE.

IncludedasAppendixF ofthis Official Statementis theCounty’s generalpurposefinancialstatementsfor
the fiscal yearendedJune30, 2003. TheCounty’s generalpurposefmancialstatementshavebeenauditedby the
Office of the Auditor General,Stateof Arizona, as statedin their opinionwhich appearsin Appendix F. Also
includedin Appendix F are certainselectedcombining statementsfrom the County’sComprehensiveAnnual
FinancialReportfor the fiscalyearendedJune30,2003.
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The County neither requested nor obtained the consent of the Office of theAuditor Generalto includeany
of such statementsin the Official Statementandthe Office of the Auditor General has performed no procedures
subsequentto renderingtheir opinionsonanyof suchstatementsof theCounty.

ADDITIONAL INFORMATION

Additional information and copies of the Official Statement and the Sewer Resolution may be obtained
from the Underwriter, RBC Dam RauschcrInc., 2398 EastCamelbackRoad,Suite 700, Phoenix,Arizona 85016
(telephone602-381-5368).

CONCLUDING STATEMENT

To the extentthat any statementsmadein this Official Statementinvolve mattersof opinion orestimates,
whetheror not expresslystatedto besuch,theyaremadeassuch andnotasrepresentationsof factorcertaintyand
no representationis madethat anyof theseopinionsor estimateshavebeenor will berealized. Informationin this
Official Statement has been derived by the County from official andothersourcesand isbelievedby the Countyto
be accurateand reliable. Information other than that obtainedfrom official recordsof the County has not been
independentlyconfirmedor verifiedby the Countyandits accuracyis notguaranteed.

Neitherthis Official Statementnor any statementthat may havebeenor that may be madeorally or in
writing is tobeconstruedasa partof a contractwith theoriginalpurchasersor subsequentownersof theSeries2004
Bonds.

By: ______________________

Chair,Boardof Supervisors

By:
CountyAdministrator
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APPENDIX A

PIMA COUNTY, ARIZONA
WASTEWATER MANAGEMENT DEPARTMENT

OrganizationandAdmiaistration

The Departmentoperatesas aseparateenterpriseof the County. The County is authorizedto operateand
maintaintheSystemunderTitle 1 1, Chapter2,Article 4 oftheArizonaRevisedStatutes. Thewastewatertreatment
facilitiesoftheSystem,discharginginto watersofthe UnitedStates,operateundertheNationalPollutantDischarge
Elimination Systemwhich wasdelegatedto the Arizona Departmentof EnvironmentalQuality (ADEQ) in 2003.
TheDepartmentprovideswastewatercollection andtreatmentserviceto the Tucsonmetropolitanareaandto eight
separateoutlying serviceareaslocatedin theeasternportion of theCounty. TheTucsonmetropolitanareaconsists
of thecitiesof TucsonandSouthTucson,the Townof Oro Valley, portionsof theTowns of MaranaandSahuarita,
and theunincorporatedareasin proximity to thesecommunities. TheRogerRoadWastewatcrTreatmentFacility,
the GreenValley WaterReclamationFacility andthemaRoadWaterPollution Control Facility servetheseareas.
Together,thesefacilities haveacombined,currenttreatmentcapacityof 66 million gallons per day (mgd). The
Departmenthasjust completedthe constructionof anewWaterReclamationFacility with a capacityof 3.0 mgd at
RandolphParkthat increasesthe Tucsonmetropolitanareacapacityto 69 mgd. Additionally, the Ina RoadWater
Pollution Control Facility is being expandedto 37.5 mgd (metropolitancapacity will increaseto 81 .5 mgd).
Wastewaterflows to themetropolitanfacilitiesareapproximately62.1 million gallonsperday.

TheCounty AdministratorappointstheWastewaterManagementDirector. TheBoardof Supervisors(the
“Board”) adoptsthe Department’sannual operatingbudget,establisheswastewaterratesand fee structuresand
provides overall policy direction to the Departmentthrough the County Administrator and Deputy County
Administratorof Public Works. TheBoard, in 1986,alsoestablishedaninemembercitizensadvisorycommitteeto
review, evaluateand makerecommendationson short and long-rangecapital improvementneeds,development
policiesandrevenueandratestructureformulationof theDepartment.

The Departmentis underthedirectionofKathleenM Chavez,P.E.,who wasappointedDirectorin August
2000. Ms. Chavezhasbeenwith the Departmentsince 1982, most recentlyas Deputy Director - Administration.
During her tenurewith the department,Ms. Chavezhassupervisedthe preparationof seweruserfeerate studies,
developmentof Capital ImprovementProgramsandhas implementedregulatorywaterquality programsfor the
wastewatertreatmentfacilities. Shedevelopedthe high-strengthuserfee program,the Mt. Lemmonconservation
feerate structureanddirectedthe preparationof the septagereceivingstationfee proposal,whichwasimplemented
in 1999. Shewas previouslyemployedin constructionas a field engineer. Ms. Chavezis a civil engineering
graduatefrom the UniversityofArizonaandaregisteredprofessionalengineerin theStateof Arizona. Sheis also
activein severalprofessionalorganizations.

Extraordinary,UninsuredEvent

AsofJune30, 2003,$10,800,000hadbeentransferredto theCounty’sWastewaterManagementEnterprise
Fundfrom theCounty’s GeneralFundto covera short-termcashdeficit dueto expensesrelatedto thefailure of a
main sewertrunkline in September2002,asdescribedbelow.

In September2002, a portion of a main sewertrunkline which ispart of theSystemcollapsed. Theline
wasscheduledfor replacementstartingin fiscal year2003-04. TheDepartmentcontendsthatthe line faileddueto
erosionthatwascausedby abrokenCity of Tucsonwatermain in thesameareaandis seekingreimbursementfrom
theCity of TucsonWaterDepartment.TheCounty’s insurancedoesnot includecoverageof an eventsuchasthis.

The total fiscal impact of the collapsewas approximately$17.1 million. In accordancewith Generally
AcceptedAccountingPrincipals,$2.4 million wasrecordedas an OperatingExpensefor fiscal year 2002-03;the
remaining$14.7million wastreatedasa capitalprojectof theSystemandchargedagainstthe SystemDevelopment
Fund describedin AppendixC. Theexpensesrelatedto thefailurepaid asOperatingExpensesreducedthe amount
of NetRevenuesavailablefor paymentof debtservicewith respectto Parity Bonds for fiscal year2002-03. See
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table on pageA-S for actualresults for fiscal year 2002-03. See also the information underthe subheading
“ManagementReviewoftheCounty’sFinancialPosition” inAppendixGfor adiscussionaboutplansto repaysuch
inter-fimd loan.

Litigation orAdministrativeActions

On October 10, 2002, the County received a Notice of Violation from the Arizona Departmentof
EnvironmentQuality (ADEQ) for thespill resultingfromthefailure ofthesewerline describedunderthepreceding
subheading.Sincethattime, theCountyandADEQ havebeenin discussionsconcerningtheCounty’s liability, the
natureandamountof anypenalties,remedialenvironmentalmeasures,requiredsystemupgradesor a combination
thereof. On December19, 2003,the County receiveda confidentialsettlementproposalfrom ADEQ but it is too
early to speculateon whata final settlementagreementor the resulting financial impact of any suchagreement
mightbe.PreviousNotice ofViolationsreceivedby theCountyhavenot resultedin fmancialpenalties,howeverthe
violationsassociatedwith thosenoticeswerenotofthe samemagnitude.Whilean enforcementactionby ADEQ is
probable,it is not possibleto reasonablyestimatetheamountornatureoftheCounty’sliability atthis time.

The wastewatertreatmentfacilities of the Systemoperateunderdischargepermits issued by the U.S.
EnvironmentalProtectionAgency andADEQ. Noneof thesefacilities areunderconsentordersordecrees.

WastewaterFeesandRevenues

TheDepartment’sstructureof rates,feesandother chargesfor the Systemare reviewedannuallyby the
Boardand may berevisedby a resolutionadoptedby theBoard,which hasthe ultimateresponsibilityfor setting
Systemrates,fees and charges. Theprincipal sourcesof revenuefor the Departmentare derivedfrom userfees
chargedfor servicesprovidedandone-timeconnectionfeeschargedto newusersfor connectingto theSystem.The
Departmentalso receivesSystemrevenuesfrom tam-on fees, engineeringreview and inspection fees, interest
earningsandothermiscellaneousincome.

UserFees

The presentscheduleof userfees includes a monthly service chargeanda monthly commodityusage
charge.The servicechargeis a flat fee assessedmonthly to eachuserto offsetadministrativeexpensesandother
fixed costsof theDepartment. In March 2003, the servicechargewassetat $2.61 permonth for eachuser. On
April 13, 2004, the Board increasedthe seweruserfee ratesby four percent(4%), effectiveJuly 1, 2004. The
commodity usagechargeis basedon eachuser’smonthly sewageflow contribution to the System. The monthly
sewageflow contribution is equal to a user’s monthly-meteredwater consumption,providedthat the monthly
consumptionfigure used in calculatinga user’s commodity usagechargedoes not exceedthe user’s avenge
monthly-meteredwater consumptionfor the monthsof Decemberthrough February. A user fee rate is then
multiplied by themonthly sewageflow contributionto calculatetheuser’scommodityusagecharge. Theuserfee
rateschargedforwhat is consideredto benormal,domesticstrengthsewagefor a residentialuseris currently$1.05
perhundredcubicfeet(Ccl), basedonwaterconsumption.Higheruserfeeratesarechargedto variousconnnercial
andindustrialuserswhosesewageflow contributionsaredeterminedby theDepartmentto bein excessof normal,
domesticstrengthsewage.
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The following table summarizesthe monthly servicechargeandthe userfee ratesfor the last ten fiscal
years.

PIMA COUNTY, ARIZONA
SUMMARY OFWASTEWATERUSERFEES(a)

contributionsareinexcessofnormal,domesticstrengthsewage.

Source:PimaCountyWastewaterManagementDepartment.

PIMA COUNTY, ARIZONA
SUMMARYOFPERCENTAGEINCREASESIN

USERFEERATES

FiscalYear
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05

6.1%

UserFeeRates(S ier CcliFiscal DateUserFee Monthly
Year ChargesAdoptedjl~ ServiceChar2e Residential Commercial/Industrial(c)

1993-94 July 6, 1993 $2.02 $0.79 $0.79-2.88
1994-95 2.02 0.79 0.79-2.88
1995-96 February20, 1996 2.09 0.82 0.82-2.98
1996-97 2.09 0.82 0.82-2.98
1997-98 December9, 1997 2.18 0.86 0.86-3.11
1998-99 2.18 0.86 0.86-3.11
1999-00 January18, 2000 2.29 0.91 0.91-3.27
2000-01 February13, 2001 2.40 0.96 0.96-3.43
2001-02 March19,2002 2.49 1.00 1.00-3.63
2002-03 March11,2003 2.61 1.05 1.05-3.81
2003-04 2.61 1.05 1.05-3.81
2004-05 April 13, 2004 2.71 1.09 1.09-3.96

(a) OnApril13, 2004,theBoardincreasedtheseweruserfeeratesby four percent(4%), effectiveJuly 1, 2004.

(b) The datesshownreflect the datetheUserFeeIncreaseswere adoptedby the Board anddoesnot directly
correspondto theeffec~tivedateof thevariousrateincreases.

(c) Indicates the range of user fee ratesapplied to various commcrciallindustrialuserswhosesewageflow

UserFeePercentaeeRateIncreases

0.0
3.5
0.0
4.3
0.0
5.3
5.0
3.8
5.0
0.0
4.0

Source:PimaCounty WastewaterManagementDepartment
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The following table showsthe revenuesderivedby the Departmentfrom userfeesfor thepastten fiscal
years,brokendownbetweenresidentialusersandcommercial/industrialusers.

PIMA COUNTY, ARIZONA
SUMMARY OFUSERFEEREVENUES

(a) Beginning in fiscal year 1996-97, amountsreflect Tucson
residentialtocommercial/industrial.

Water’s reclassificationof multi-family from

(b) Amounts are as projected by the Departmentbased on the February 2004 WastewaterManagement
DepartmentBudget Monitoring Report. Theseamountsare “forward looking” statementsand should be
consideredcarefully. Such amountsare subjectto changebasedon actualresultsand couldbe materially
different.

Source: Pima CountyWastewaterManagementDepartment

ConnectionFees

Connectionfees are chargedfor eachnewconnectionmadeto theSystemas a conditionof serviceto the
property. Threeclassesaredelineatedfor connectionfeepurposes:singlefamily residential,multifamily residential
and commercial/industrial. These fees are further segregatedbetweenparticipating and non-participating.
Participatingratesarechargedwhenbuilderscontributeadditional infrastructureto thepublic sewersystem,while
non-participatingratesarechargedwhenno additionalinfrastructureconstructionis made.

The connectionfee chargedto a useris basedon the numberof fixture units in thebuilding or stmcture
connectingto theSystem. Participatingconnectionfeeratesarecurrently$101.72perfixture unit for single-family
and multifamily residentialusersand $144.74per fixture unit for commercial/industrialusers. Non-participating
connectionfee ratesare currently $144.74per fixture unit for single-family,$115.81 for multifamily residential
usersand$289.54per fixtureunit for commercial/industrialusers.

Percent

Fiscal Billed UserFeeRevenue
Percentof User

FeeRevenue
UserFee
Revenue

Year Residential Comm./Ind. Total Res. Comm.IInd. Increase
1994-95 $23,030,010 $ 6,480,571 $29,510,581 78.0% 22.0% 5.4%
1995-96 22,357,166 7,773,785 30,130,951 74.2 25.8 2.1
1996-97 21,062,013 11,950,541 33,012,554 63.8(a) 36.2(a) 9.6
1997-98 20,345,099 12,522,589 32,867,688 61.9 38.1 (0.4)
1998-99 20,766,974 13,635,035 34,402,009 60.4 39.6 4.7
1999-00 23,854,489 14,620,493 38,474,982 62.0 38.0 11.8
2000-01 24,624,900 16,212,414 40,837,314 60.3 39.7 6.1
2001-02 24,561,202 16,374,134 40,935,336 60.0 40.0 0.2
2002-03 26,570,168 18,748,573 45,318,741 58.6 41.4 10.7
2003-04(b) 29,420,128 18,339,820 47,759,948 61.6 38.4 5.4
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Thefollowing tablesummarizesconnectionfeerevenuesreceivedby theDepartmentfor thepasttenfiscal

FiscalYear
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04(a)

Revenues
$ 8,753,422

9,859,814
8,934,006
8,629,678

12,034,620
14,533,434
16,669,833
16,768,587
17,479,915
20,279,607
25,236,998

(a) Amountis asprojectedby theDepartmentbasedon theFebruary2004WastewatcrManagementDepartment
BudgetMonitoringReport. Thisamountis a “forward looking” statementandshouldbeconsideredcarefully.
Such amountis subjectto changebasedon actualresultsandcouldbemateriallydifferent.

Source:PimaCountyWastewatcrManagementDepartment.

OtherFeesAnd Charges

TheDepartmentreceivesadditionalrevenuefrom variousotherfeesand charges.Thesefeesandcharges
include turn-onfees,engineeringreview andinspectionfees,interestearningsandmiscellaneousotherincome. A
summaryof the revenuesreceivedby theDepartmentfromthesesourcesin recentfiscalyearsfollows:

PIMA COUNTY,ARIZONA
REVENUESFROMOTHERFEESAND CHARGES

FiscalYear
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04(c)

Engineering
Review&

!~pcctionFees
$345,873

545,189
282,325
318,361
238,794
370,992
414,618

15,064
61,564

245,820
16,695

Interest
Earnings(a)
$1,343,525

2,394,835
2,829,480
2,485,261
2,317,296
3,645,214
3,888,599
4,493,386
1,631,580

977,985
182,106

Other
Revenue(b)

$ 264,188
625,066
119,312
317,455
218,968
672,833

1,029,165
1,025,713

543,727
911,057

1,193,761

Total
$1,953,586
3,565,090
3,231,117
3,121,077
2,775,058
4,689,039
5,332,382
5,534,163
2,236,871
2,134,862
1,392,562

(a) Underthe termsof the SewerResolution,interestearningson depositsto theSystemDevelopmentFundwill
beincludedin the definitionof NetRevenuesonly if andto theextenttheyaretransferredto anddepositedin
theRevenueFund.

(b) Otherrevenuesincludelicenses,permitsandfines,sanitationfees,andothermiscellaneousincome.

years.

PIMA COUNTY,ARIZONA
CONNECTIONFEEREVENUES
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(c) Amountsareprojectedby the Departmentbasedon theFebruary2004 WastewaterManagementDepartment
BudgetMonitoring Report. Theseamountsare “forward looking” statementsand should be considered
carefully. Suchamountsaresubjectto changebasedon actualresultsandcouldbemateriallydifferent.

Source: PimaCountyWastewaterManagementDepartment.

AccountingandBilling

TheDepartment’sfinancial statementsareauditedannuallyby the StateofArizona Office of theAuditor
General.TheDepartmentperformsaccountingforSystemrevenuesandexpenditures.

Billing andcollectionservicesfor userfeesandturn-onfees arecurrentlyprovidedby theCity of Tucson,
through its agencyTucsonWater,andby the MetropolitanDomestic WaterImprovementDistrict (MDWID) and,
Oro Valley Water.TheCounty hashada long-standing,annuallyrenewablecontractwith TucsonWaterto provide
this service. The billing servicesprovidedby MDWID beganin September1995. Billing throughTucsonWater
comprisesmost of the Department’saccounts,approximately214,000. MDWID bills approximately 15,000
customersand Oro Valley bills approximately14,000customers. The County directlybills thosesewercustomers
sewedby thenumeroussmallerwatercompaniesin theeasternpartof theCounty.

Delinquentuseraccountsare managedby eitherTucsonWater,MDWID, Oro Valley or by the County,
dependingon the sourceofwater for theuser. Forusersreceivingwaterutility servicethroughthe Tucson Water
system,delinquenciesarehandledby TucsonWater. Approximately85%of the usersof the Systemfall into this
category.An accountbecomesdelinquentwhenpaymenthasnotbeenreceivedby thesecondmonth’sbilling. At
that time, a noticeis mailed advisingthat waterservicewill be terminated(TucsonWater- 20 days,MDWID - 14
days)unlesspaymentis received. If the userdoesnot respondduring this period, the serviceis discontinued,the
accountremainsin a delinquentstatus. The accountis then heldas a delinquentaccountuntil it is collectedor
written off. TucsonWaterwrites off their accountsafter 120 daysand MDWID writes their accountsoff after 1
year.

For users receiving water utility service from eithera private water companyor a private well, the
Departmenthandlesdelinquencies.Delinquencybilling noticesaresentat 30,60 and90 days. Betweenthe60 and
90-daynotices,arequestthat theusercallsanddiscussesthebilling is alsomailed. If theuserthenfails to respond,
a certified letter is mailed advisingthat the account is being referredto the County Office of Revenueand
Collectionsfor furtherprocessing.Collectivelyfor theSystem,thepercentageof delinquentaccountsis estimatedto
be0.5 percentof annuallybilleduserfee revenueforTucsonWatercustomersandlessfor MDWID customers.

Wastewaterrecordsshowthat the numberof customersto the sanitarysewersystemhasbeenincreasing
everyyear. Sincefiscal year1993-94,theaveragenumberof customersbeingservedby theSystemhasbeen:

Fiscal
Year Customers % Increase

1993-94 171,245 3.2%
1994-95 176,747 3.2
1995-96 181,161 2.5
1996-97 183,790 1.5
1997-98 187,032 1.8
1998-99 191,140 2.2
1999-00 199,090 4.2
2000-01 207,840 4.4
2001-02 222,594 7.1
2002-03 231,572 4.0
2003~04* 235,467 1.7

* Informationasof February2004
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CapitalImprovements

WastewatermaintainsaCapitalImprovementProgram(“CIP”), originally basedon a 20-yearMetropolitan
Area Facility PlanUpdate(“Facility Plan”)whichwasadoptedby the Boardin 1990. TheFacility Plan forecasts
when capital expenditureswould be requiredfor treatmentplant expansionsand interceptorconstruction. The
Facility Planis underrevisionwith aprojectedreleasedateto theBoardof Supervisorsfor adoptionby December
2004. TheCIP hasbeenrevisedeachyearto reflectchangesin anticipatedneedsandprojectpriority. CIP projects
include systemexpansionsthat are necessaryto meetthe sewerageneedsof the increasingpopulationandplauned
futuredevelopment,aswell asneededrehabilitations.

At the beginning of FY 2003-2004,the CIP was projectedat $26 million for the current fiscal yearand
$203A million for the five-yearperiod (endingFY ‘07-08). In responseto thecashdeficit situationdescribedunder
the subheading“Extraordinary,UninsuredEvent”, the FY 2003-2004CIP hasbeenrevisedto $24.8million, and
$120 million, for the five-yearperiod endingFY ‘07-08. The C1P includedcompletionof severalmajor projects
including:

• maRoadWater PollutionControl Facility — major expansionand processchangesbeganin
1998,will increasecapacityby 12.5 mgd andprovidea higherquality of effluentby usinga
Biological Nutrient Removalprocess. Approximately $3.8million will be spenton theIna
Roadconstructionin FY2003-2004.

• The GreenValley WaterReclamationFacility — upgradeandexpansionof capacityfrom 2.1
mgd to 4.1 mgd. This project,which was substantiallycompletedin November2003, also
includesaBiological NutrientRemovalprocessupgrade.

• RandolphPark Water ReclamationFacility — Constructionis substantiallycomplete. This
facility will be equippedwith advancemembranetechnologyto producea high quality
filteredanddisinfectedeffluent, financedin partwith proceedsof theloandescribedunderthe
subheading“TEE SERIES2004 BONDS — ParityBonds”. The effluentwill beusedon the
RandolphPark golf courseanddispersedthroughthe City of Tucson’sreclaimedsystemto
Countyfacilities throughoutthecommunity.
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PimaCountyWastewaterManagementDepartment
ComparativeStatementsof SystemGrossRevenues,OperationandMaintenance

ExpendituresandNetRevenuesAvailableforDebtService

REVENUES:

Actual

1998-1999 1999-2000 2000-2001

_______________________ Estimated

2001-2002 2002-2003 1001-2004(a)

SewerUtility Service
SewerConnectionRevenue

EngineeringReview&

InspectionFees
OtherIncome (b)

GrossRevenues

MAINTENANCE AN])

OPERATIONSCOSTS:

EmployeeCompensation
ConsultantsandOutsideServices
TreatmentSuppliesand

Chemicals
Repair& Maintenance
GeneralAdministration

CapitalExpenses

Maintenanceand

15,551,597

2,983,582

OperationCost 37,703,963

NetRevenues 21,136,951

REVENUEBONDED DEBT

SERVICE:

$38,474,982 $40,837,314 $40,935,336 $45,318,741 $47,759,948
16,669,833 16,768,587 17,479,915 20,279,607 25,236,998

414,618 15,064 61,564 245,820 16,695
4,617,236 4.513.271 2.367.825 2,530,600 1.067.965

35,333,606 39,642,568 42,580,954 46,937,431 44,130,117

24,843,063 22,491,668 18,263,686 21,437,337 29,951,489

4,727,232 5,006,080 7,661,855 8,886,774 9,234,721

5.157.212 4.531.118 5.782.368 5.912.681 5.934.304

9,884,444 9,537,198 13,444,223 14,799,455 15,169,025

tl2~392,4o8 $14,958,619 $fl954,470 S 4519463 S 6,637,552 S14,7~,g!4

(a) Estimatedprojectionsby the Departmentfrom its
statementsandshouldbe consideredcareffihly.
different.

(b) Otherincome includesrevenuesgeneratedfrom licenses,pennits andfines, sanitationfees,net interestincome,andothermiscellaneous
income.

Source: For fiscal years1998-99through2002-03,preparedby theDepartmentfrom its audited financial statements,excluding all grant
activity. For fiscal year2003-04,preparedby theDepartmentbasedon actual revenuesandexpensesthroughFebruary2004.

$34,402,009
14,533,434

370,992

4±534.479

53,840,914 60,176,669 62,134,236 60,844,640 68,374,768 74,081,606

16,991,952 17,962,678 20,350,669 23,290,692 25,700,972

3,274,974 2,929,587 2,918,701 2,523,079 2,115,528

5,710,301 6,397,461 6,671,822 6,069,710 7,276,779 5,453,324

1,876,847 2,022,258 1,726,453 3,204,525 4,699,452 3,138,203

4,635,127 5,342,858 6,081,183 6,102,213 8,320,189 6,799,906

1,946,509 1.304.103 ~4270,845 3.925,136 827,240 922.184

Principal

Interest

TotalDebt

3,348,565

5.39:5s27~8

ServicePayments 8,744,543

After DebtService

Debt ServiceCoverage 2.42X 2.S1X 2.36X 1.36X l.45X 1.97X

NetRevenuesRemaining

February2004 BudgetMonitoring Report. Theseamountsare “forward looking”
Such amountsaresubjectto changedbasedon actualresultsand couldbe materially
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APPENDIX B
PIMA COUNTY, ARIZONA

DEMOGRAPHIC AND ECONOMIC INFORMATION

Generalinformation

The County is locatedin the southernportion of the Stateof Arizona (“Arizona” or the “State”), with a
section of its southernboundarybordering Mexico. The boundariesof the County encompassan areaof
approximately9,184squaremiles. Organizedin 1864 by theArizona Territorial Legislatureas one of the State’s
four original counties,the County is todaythe secondmost populouscounty in Arizona with an estimated2003
populationof9llO,950. Nearly 57%oftheCounty’spopulationresidesin theCity ofTucson,Arizona (“Tucson”),
theCountyseatof governmentandsouthernArizona’s largestcity.

PopulationStatisticsForPimaCounty,
theCity of TucsonandtheStateof Arizona

Pima City of Stateof
County Tucson Arizona

2003 Estimate 910,950 514,725 5,629,870
2000Census 843,746 486,699 5,130,632
1990Census 666,880 405,390 3,665,228
1980Census 531,443 330,537 2,716,546
1970Census 351,667 262,933 1,775,399
1960Census 265,660 212,892 1,302,161

Source: U.S. Departmentof Commerce,Bureau of the Census;Arizona Departmentof Economic Security,

PopulationStatistics.

Organization

TheCountyis governedby afive-memberBoard,eachof whomis electedfor afour yeartermto represent
oneof thedesignateddistricts within the County. Thechairis selectedby theBoardfrom amongits members. The
Boardis responsiblefor establishingthe policies of thevarious County departmentsandapproving the annual
budgetsof thesedepartments. The Boardappointsa County Administratorwho is responsiblefor the general
administrationandoveralloperationsof thevariousdepartmentsof theCounty.

Mr. CharlesH. HuckelberrywasappointedCountyAdministratorin December,1993. From 1987 to 1993,
Mr. Huckelberryservedas anAssistantCountyManagerwith responsibilityfor the administrationof publicworks.
He servedas theDirectorof PimaCounty’sDepartmentof TransportationandFlood Control District from 1979to
1987; as Deputy Director of the Departmentfrom 1976 to 1979; and as the Department’sManagerof Field
Engineeringfrom 1974to 1976. Hewasselfemployedasacivil engineeringandlandsurveyingconsultantfor one
year. From 1972to 1973, Mr. Huckelberrywasemployedas aResearchandDevelopmentEngineerfor the Shell
Oil Companyandduring 1969to 1972,hewasaCivil EngineerandLandSurveyorfor JonesandAssociates.He
holds both a Bachelorof ScienceDegreein Mining Engineeringand a Master of ScienceDegreein Civil
Engineeringfrom theUniversityofArizonaandis aregisteredprofessionalengineerandland surveyoras well asa
memberofnumerousprofessionalorganizations.

Ms. Carol Bonchalkwas appointedDirectorof Financialand Information Servicesin 1993 after having
servedas Managerof FinancialServicesfor PimaCounty since 1990 andBudget SupervisorandBudget Analyst
from 1989to 1990. Prior to heremploymentwith PimaCounty,Ms. BonchalkwasVice Presidentof Management
andMarketing for a privatefirm specializingin the developmentand operationof retirementcommunitiesand
nursinghomes;Directorof Human ServicesandExecutiveDirectorof anArea Agencyon Aging in Pennsylvania,
and servedas aprobationofficer for the City of Philadelphia.Ms. BonchalkreceivedherBachelorof Science
Degreefrom PennsylvaniaStateUniversity, andhasalso completedvariousgraduatelevel coursesandparticipated
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in numerousmanagementand financialprogramsthroughouther career. The Countyis currentlyrecruitingfor a

ChiefInformationOfficer toassumeresponsibilitiesfor the InformationDepartment.

Transportation

Tucsonis the economicandtransportationcenterof the County,aswell assouthernArizona. Tucsonis
traversedby Interstates10 and 19, aswell asU.S.Highways80, 89 and93. Interstate10passesthroughTucsonand
connectsTucsonwith the City ofPhoenix,Arizonato thenorthandLos Angeles,California,to thewest andNew
MexicoandTexastothe east. Interstate19 providesaccessto theCity ofNogales,Arizona(“Nogales”)andMexico
to thesouth,while U.S.Highway86 connectswith adirectrouteto theGulf of Californiavacationareas. Themain
line of theUnion Pacific RailroadextendsacrossTucsonto the easternportion of the Countywhile the western
portion of the County is served by a branch line of the Union Pacific that runs through Ajo which is an
unincorporatedcommunity in the County. TucsonInternationalAirport, locatedapproximately20 minutesfrom
Tucson’sdowntownbusinessarea,provideslocal, regional,nationaland internationalair servicethroughseveral
airlines. The airporthasan 11,000-ft. lighted, pavedprimary runway, a 9,100-ft. pavedsecondaryrunwayanda
7,000-ftpavedrunway,all of which canaccommodateall major typesof carriers. The County is also servedby
GreyhoundbuslinesandAmtrak.

Economy

The economyof the County is basedlargely on a varietyof serviceindustries, trade,andgovernment
employment;thesethreeindustriesrepresentedover 70% of total employmentin 2003.Figures from theArizona
Departmentof Economic Security indicate that 346,800 personswere employed,on average(including the
agricultural industry), in the County in 2003. The following table presentsthe County’s averageannual total
employmentby industryfor theyearsindicated: -

PimaCounty
AverngeAnnualEmployment

Numberof PersonsEmployed2001-2003

Industry 2001 2002 2003
NaturalResourcesandMining 1,800 1,500 1,200
Construction 22,700 22,500 22,900
Manufacturing 33,000 30,500 28,700
Trade,TransportationandUtilities 55,300 54,500 54,400
Information 7,700 7,900 7,600
FinancialActivities 14,400 14,400 15,100
ProfessionalandBusinessServices 41,300 41,500 41,300
EducationandHealthServices 41,800 43,600 45,600
LeisureandHospitality 38,200 37,300 36,500
Other Services 14,300 14,500 14,500
Government 76,800 77,900 78.200
Total Wage& SalaryEmployment 347,300 346,000 346,000

Source:ArizonaDepartmentofEconomicSecurity.
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Theaverageunemploymentratefor theCounty in 2003 was4.3%. The averageannualunemploymentrate
for 2002 and 2001 was 4.5%and 3.5%,respectively. The tablebelowshowscomparativeunemploymentratesfor
theCounty,theStateofArizonaandtheUnitedStates.

PimaCounty
ComparativeEmploymentStatistics

PimaCounty UnemploymentRnte
Calendar Average Average Pima

Year Emj~yment Unemployment County Arizona U.S.
2003 426,000 18,400 4.3% 5.6% 6.0%
2002 385,738 18,272 4.5 5.8 5.8
2001 379,032 13,561 3.5 4.7. 4.8
2000 373,703 10,954 2.8 3.9 4.0
1999 372,649 12,079 3.1 4.4 4.2

Source: ArizonaDepartmentof EconomicSecurity

PimaCounty
Major Employers

Approximate
Numberof
Full-Time

Comp~jiy Typeof Business Equivalents
Universityof Arizona Education 11,335
RaytheonMissile Systems Missile Manufacturing 10,100
Davis-MonthanAir ForceBase Military 9,947
StateofArizona Government 9,732
TucsonUnified SchoolDistrict Education 8,234
PimaCounty Government 7,135
City ofTucson Government 6,168
Wal-MartStores,lnc Retail 4,000
TohonoO’odhamNation Tribal Government 3,375
PhelpsDodgeMining Company Mining 3,348
CarondeletHealthNetwork HealthCare 2,905
UniversityMedicalCenter HealthCare 2,566
TMC HealthCare HealthCare 2,436
PimaCommunityCollege Education 2,274
Bashas’Inc Retail 2,250
SunnysideUnified SchoolDistrict Education 2,070

Source: TheStar200Directory, publishedby The Arizona Daily Star (March2004).

Services

From2001 to 2003,theserviceindustry in theCounty expandedby 2,500jobs or2%. Theaverageannual
employmentin theserviceindustry in 2003 was 107,700. It is anticipatedthatas the Countycontinuesto grow in
populationandeconomicactivity, theserviceindustry(thelargestemploymentcomponentin theCountycomprising
30%of thetotal wageandsalaryemploymentbasein 2003)will continueto beasignificantcontributor. According
to the Star 200 Directory, which was publishedby the ArizonaDaily Star in March 2003, Health Careand
Educationhavebeena dominatingforcein theserviceindustry.
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Government

Governmentemploymentplaysan importantrole in the Countywith Federal,Stateand local government
employeesnumberingapproximately77,100in 2003. This sectorexpandedby 300jobs from 2001 to 2003. The
Universityof Arizona, theStateof Arizona andthe Davis-MonthanAir ForceBaseare significantcontributorsto
governmentemployment in the County (see “Pima County - Major Employers”listed in the abovetable). The
Davis-MonthanAir ForceBaseis a major traininggroundfor activeduty memberson theA-i 0 “Warthog” aircraft.
Thefacility is alsoresponsiblefor theeducationoftacticalmissilecrews. Its storagecapacityof 2,500aircraftis the
largestin theworld. In thepast,Davis-MonthanAir ForceBasehasbeenincludedreportedlyon listsof installations
consideredfor closureor realignmentby theDefenseBaseClosureand RealignmentCommission.Therecanbe no
assurancesthat Davis-MonthanAir ForceBasewill notbe includedon similar lists in the future. Any suchclosure
or realignmentwould mostlikely be subjectto review and approvalby, amongothers,theDepartmentof Defense
andthePresidentoftheUnited Statesandwouldhaveanegativebutunquantifiableeffecton theCounty.

Manufacturing

The manufacturingsectorcontinuesto be dominatedby the high technology industriesof aerospace,
electronics,computers,communicationsand instruments. Learjet Corporation, which is ownedby Bombardier
Aerospace,maintains an aircraft maintenancemodification and customer service facility in Pima County.
BombardierAerospacerecentlyannounceda corporatereorganizationthat may resultin anetloss of approximately
500 jobs in the Tucsonarea. The companyplans to move its Tucsonbasedaircraft finishing work to Wichita,
Kansas(resultingin a loss of approximately800jobs) to reduceproductioncycle timesandinventory levels. As
partof the samereorganization,BombardierhasselectedTucsonasthe locationfor its newRegionalAircraft Center
andwill employapproximately300people. Thereorganizationis expectedtobecompleteby 2005.

Average annual employment in the manufacturingsectorwithin the County in 2003 was 29,200,
representing8.4%of theCounty’stotalwageandsalaryemploymentbase.Manufacturingemploymentduring 2002
and2001 averaged30,500and33,000,respectively.

Thefollowing tablepresentsthemajormanufacturersin theCounty andTucsonmetropolitanarea:

MetropolitanPimn County
Major Manufacturers

Approximate2003
Company Typeof Business Employment
RaytheonMissile Systems Missile Manufacturing 10,100
IBM StorageSystemDivision ComputerSystems 1,700
BombardierAerospace AircraftMaintenance 1,350
TexasInstrumentsTucson SemiconductorProducts 950
Honeywell AircraftElectronicSystems 815
Air SystemComponents Air Registers 450
VenturaMedical Systems ComputerSystems 395
Kalil BottlingCo SoftDrinks 320
lmation ComputerSystems 301
PrecisionShootingEquipment Firearms 300

Source: The Star 200 Directory,publishedby The Arizona Daily Star (March2004).

TheCounty’sproximity to Mexicomakestwin plant “maquiladora”operationspractical. Componentsare
manufacturedin Tucson and transportedduty-free to Nogales,Sonora,Mexico, 65 miles south of Tucson, for
assembly.Among the companiesoperating“twin plants” in TucsonandNogalesare GeneralElectric, Samsonite,
Motorola,Acco, MoenFaucetsandMasterlock. Thesemanufacturerscontributeto theCounty’seconomyin many
waysincludingthesupportof numeroussuppliersandperipheralindustries. TheproximityoftheMexicanborderis
more significant to manufacturingconcernsgiven the existenceof the North American FreeTrade Agreement
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betweenCanada,theUnited StatesandMexico. However,theuncertaintyof theMexicaneconomymaynegatively
impactthegrowth ofthepreviouslydescribedmanufacturingconcerns.

The County hasencouragedthe location of industry within the community by the developmentof 33
industrialparks and funding, in conjunctionwith the City, the GreaterTucsonEconomicCouncil, a private,non-
profit organization.

Tourism

Tourismis an importanteconomicmainstayin the Countyand the Tucsonarea. The County’s climate,
historical sites, location andproximity to vacation areasin California andother destinationsattractvacationers,
conventioneersandothervisitors. The MetropolitanTucsonConventionandVisitors Bureauestimatesthat240,475
conventiondelegatesvisited the Tucsonareain fiscal year2000-01. In the Tucsonarea,thereare232hotelsand
resortswith over 15,165rooms. Accordingto theArizonaHospitality Research& ResourceCenter,over$1 billion
wasspentin theCounty in 2000andover $900million as of September2001. Thesefiguresinclude the estimated
tourist portion of amusement,bar andrestaurant,hotel and motel, and retail grosssales. Points of interest,
recreationalsites andsight-seeingattractionsinclude the Arizona-SonoraDesertMuseum,Kitt PeakNational
Observatory,Pima Air Museum, SaguaroNational Monument,Mission San Xavier del Bac, Mount Lemmon,
SabinoCanyon,Biosphere2, andnumerousresortsand golf courses. In addition, theTucsonmetropolitanareais
thehomeof springtraining for Major LeagueBaseball’sArizonaDiamondbacks,ChicagoWhiteSox andColorado
Rockies.

Education

TheUniversityof Arizonaprovides11,335jobs to theareaandis an importantlink to theeconomicgrowth
of the County. Its presenceas a researchuniversity hasassistedin attractingnew businessenterprises. The
academicorganizationof the University is comprisedof tenundetgraduatecolleges,five graduatecollegesanda
numberof interdisciplinaryprograms. Enrollmentfiguresfor the fall semesterof 2003 wereestimatedat 37,308
undergraduateandgraduatefull-time students. This enrollmentincludesstudentsin continuingeducationprograms,
internsandresidents,post-doctoralprogramsandon-campusnon-creditstudents.

TheUniversityofArizonaalso operatestheScienceandTechnologyResearchParkwhichwasvotedasthe
nation’s OutstandingResearchlSciencePark for 2001 by the Associationof University RelatedResearchParks
(AURRP).

Pima County CommunityCollegeoffers two-yearprogramsin vocationalandtechnicaleducation. Total
studentenrollmentfor PimaCountyCommunityCollegefor 2002-03wasestimatedat68,300students.

WholesaleandRetailTrade

Wholesaleandretail tradeincludesrestaurants,hotels,taverns,servicestations,automobilerepairshops,
shoppingmalls andwholesaledealers. In 2003, this sectoremployedan averageof 93,200persons. The largest
individual employersin theretail sector(companieswith morethan 1,000employees)areWal-Mart Stores,Bashas’
Inc.,SafewayStoresinc., Fry’s FoodandDrug Stores,WalgreeaCo.andConocoPhillips (CircleK).

The retail salesfiguressetforth on the following pagearebasedon the salestax collectionswithin the
Countyexcludingpenalties,latechargesandnontaxableitems. Thesalestax rateleviedby the Stateon retail sales
within theCounty is 5.6%. In addition,citiesandtownswithin PimaCountygenerallylevy a2%to 2.5%salestax.
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Thefollowing tablesetsforth retailsalesfiguresin theCountyfor thepastfive full years.

PimaCountyRetailSales(a)

Year Amount % Change
2003 $6,216,097,166 3.39%
2002 6,012,022,946 1.13
2001 5,944,792,196 2.20
2000 5,816,299,178 8.63
1999 5,354,226,543 8.37

(a) ExcludesFoodSalesandGasTax.

Source: ArizonaDepartmentofRevenue.

FinancialInstitutions

The following tableillustratesthe total dollarson depositwith participatingbanksof theArizonaBankers
Associationfor theCountyonDecember31 of eachyear.

PimaCounty
BankDeposits

As of
December31 Amount

2003(a) $6,518,371,000(b)
2002 6,062,996,000
2001 6,157,765,000(c)
2000 5,540,428,000(d)
1999 4,811,823,000(e)

(a) ThroughSeptember,2003.
(b) NordstromFSBdid notparticipate.
(c) BanksnotparticipatingareBNC National Bank,Bankof the Southwest,First

InterstateBank& Trust, Frontier StateBank, JohnsonBank, United Arizona
BankandWashingtonMutual.

(d) FirstInterstateBank& Trustwasnotaparticipatingbank.
(e) Banks not participatingare SteamsBank, Bank of the Southwest,Pacific

CenturyBankandNorwest.

Source:ArizonaBanker’sAssociation.

Agriculture

Agricultureplaysalesssignificantrole in theeconomyof theCountyasa whole,buta smallportionofthe
Countyrelieson agricultureas its leadingeconomicsource. Principal cropsharvestedare cotton,wheatandhay,as
well asvegetables.The following tablesetsforth the total cashreceiptsfor all cropsandlivestockproductsin the
Countyfor themostrecentfive yearsfor whichreportsareavailable.
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Receipts
$51,983,000
48,013,000
45,502,000
53,573,000
54,582,000

The following tableswere compiled from Arizona ConstructionReport,a publication of Arizona Real
EstateCenter,L. William SeidmanResearchInstitute,Collegeof Business,ArizonaStateUniversity. TheCenter
obtains its datafrom countyandmunicipal divisions which issuesuchpermits. Constructionis valuedon thebasis
of estimatedcostofaproject,not on marketpriceor thevalue of constructionat thetime thepermit is issued. The
dateat whichthepermitis issuedshouldnotbeconstruedasthedateofconstruction.

PimaCounty
Valueof Building Permits

Source: Arizona Real EstateCenter,
University.

L. William SeidmanResearchInstitute, Collegeof Business,ArizonaState

PimaCounty
NewHousingStarts

Year
2003
2002
2001
2000
1999

Total Housing
UnitsPermitted

9,635
8,915
8,735
8,337
8,547

Source:Arizona Real
University.

EstateCenter, L. William SeidmanResearchInstitute,Collegeof Business,Arizona State

During 1998,theArizonaLegislaturepromulgatedtheGrowingSmarterAct of 1998 (“Growing Smarter”)
whichcreatednewplanningrequirementsthroughoutthe Stateandprovidedstrongertoolsfor local governmentsin
their efforts to managerapid development. Growing Smarteralso createdthe “Growing SmarterCommission”
which conductedhearingsthroughoutthe Stateon ways to enhancethe law andto addresscertain other issues.
During 2000, the Arizona Legislature adoptedadditional legislation known as “Growing SmarterPlus” which
significantly expandedtherequirementsof Growing Smarter,andparticularlytheplanningrequirementspassedin
1998. Fast growing communitiesare now requiredto plan for growth areasandidenti& the meansto provide
necessarypublic servicesin the future. In addition to environmentaland infrastructureelements,an analysisof

CashReceiptsFromAgriculturalMarketing
(Total CropsandLivestock)

Pimn County

Year
2002
2001
2000
1999
1998

Source:2002ArizonaAgricultural Statistics,July2003.

Building Permits

Year Residential Commercial lndustrial Other Total
2003 $1,386,884,000 $312,257,000 $8,717,000 $ 82,909,000 $1,790,767,000
2002 1,089,239,000 277,762,000 10,766,000 131,771,000 1,509,538,000
2001 989,210,000 234,454,000 23,526,000 98,008,000 1,345,198,000
2000 859,751,000 182,831,000 16,748,000 216,626,000 1,275,956,000
1999 841,455,000 172,765,000 14,035,000 196,959,000 1,225,214,000
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availablewater is also required. To payfor growth,communitiesare permittedto establishservicearealimits,
beyondwhich newgrowthpays the full costfor services.Growing Smarterallowedcitizensto refergeneralplans
passedby local governmentto theballot for voterapproval.Growing SmarterPlusgoesastep fartherby requiring
fast growing and largecities and Pima and Maricopa Countiesto submit their generalplans to the voters for
ratification. Thegeneralplanof suchjurisdictionwill besubjectto futureratificationby its votersevery10years.it
is notpossibleto determinetheeffectthe foregoingwill haveon continuingdevelopmentin theCounty.
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APPENDIX C

PIMA COUNTY, ARIZONA

FINANCIAL 1NFORMATION

Introduction

The fiscal year for the Countyis from July 1 throughJune30. The County’sbudgetprocessis anongoing
function. Eachfiscal year’sprocessstartswith theissuancein Januaryof guidelinesto all departmentswithin which
budgetsmust bedeveloped.Departmentbudgetrequestsaresubmittedin March. A reviewprocessthen takesplace
culminating with the County Administrator’s submissionof a proposedbudget to the Boardin time for budget
hearingsin mid-June. Statestatutesrequirethat atentativebudgetbe adoptedby the Boardno laterthan thethird
Monday in July. At thetime thefinal budgetis adopted,whichcanbeno later thanthefirst Monday in Augustof
eachyear,theBoardof Supervisorsholdsapublic hearingandmeetingto determinethe tax levy neededto support
thebudget. Taxesarethenassessedandleviedno laterthanthe thirdMonday inAugust.

ExpenditureLimitation

Beginningin fiscal year 1981-82,theCounty becamesubjectto an annualexpenditurelimitation whichis
setby theArizonaEconomicEstimatesCommission.This limitation is basedon the County’sannualexpenditures
for fiscal year 1978-80,with this baseadjustedto reflectinterim population,costof living andboundarychanges.
Certainexpendituresarespecificallyexemptfrom the limit, including expendituresmade from federal fundsand
bond sale proceeds,as well as debt servicepayments. The limitations can be exceededfor certain emergency
expendituresor if approvedby the voters. TheConstitutionprovisionswhichrelateto the expenditurelimitation
providethreeprocessesto exceedthe spendinglimit: apermanentbaseadjustment,a one-timeoverride, anda
capitalprojectaccumulation.

In the 2001-02 fiscal year,the expenditurelimitation for the County was $358,429,223.ActualCounty
expendituressubjectto the limitation wereunderthe limit. The County’s expenditurelimitation for the2002-03
fiscal year was $368,508,021. Basedon the County’s budgetedexpendituresfor the 2002-03fiscal year, the
County’s expenditurelevel will be underthe limitation for the 2002-03fiscal year. The County’s 2003-04fiscal
year expenditure limitation is $381,461,790. The County’s 2004-05 fiscal year expenditure limitation is
$392,677,927.

Ad ValoremTaxes

General

Arizona (the “State” or “Arizona”) propertytaxes aredivided into two systems,primary andsecondary.
Secondarypropertytaxes arethosetaxes imposedfor paymentof bondedindebtedness,for exceedingabudget,
expenditureor tax limitation pursuantto voter approvalandfor operatingandmaintainingcertainspecialdistricts.
Primarypropertytaxesareall advaloremtaxesotherthansecondarypropertytaxes.

Under the primary system,the full cashvalue of locally-assessedreal property(consistingprimarily of
residential,commercial,industrial, agricultural andunimprovedproperty)cannotincreaseby morethan 10% per
year,exceptundercertaincircumstances.This limitation doesnot apply to mines,utilities andrailroadswhichare
assessedby the State. Annualtaxleviesundertheprimary systemarebasedon the natureof thepropertytaxedand
the taxingauthority. Primarytaxesleviedon residentialpropertyonly arelimited to 1% of the limited full cash
valueof suchproperty. In addition,primary taxesleviedon all typesof propertyby counties,cities, townsand
communitycollegedistricts arelimited to amaximumincreaseof 2% overtheprior year’s levy plus any amount
directly attributableto newconstructionandannexation.The2% limitation doesnot apply to primarytaxeslevied
for local schooldistricts. TheCounty doesnot currentlylevy its primarytax levy to themaximumallowedunder
the law.
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Secondaryassessedvaluationrepresentsthevalueusedin determiningpropertytax leviesfor thepayment
ofprincipal andintereston bonds,schooldistrict voter-approvedbudgetoverridesandspecialdistrict taxesandthe
calculationof maximum bonded indebtednessallowed underthe State’s Constitutional debt limit. See “Debt
Limitation” herein. Underthesecondarysystem,thereisno limitation on annualincreasesin full cashvalueof any
property. In addition,annualtaxleviesfor voter-approvedbondedindebtedness,overridesandspecialdistrict taxes
are, exceptasthey are describedhereinunderthe subheading“The Bonds.- SecurityandSourcesof Payment”,
unlimited.

Arizona law providesfor a propertyvaluation“freeze” for certainresidentialpropertyownerssixty-five
yearsof ageand older. Ownersof residentialpropertymay obtain such freezeagainstvaluation increases(the
‘PropertyValuation ProjectionOption”) if theowner’stotal incomefrom all sourcesdoesnotexceed400%(500%
for two ormoreownersofthesameproperty)ofthe “Social SecurityIncomeBenefitRate.” ThePropertyValuation
ProtectionOption mustberenewedeverythreeyears. If thepropertyis sold to apersonwho doesnot qualify, the
valuationreverts to its current full cashvalue. Any freeze on increasesin full cashvalue will translateto the
secondaryassessedvalueof theaffectedpropertyashereinaf’terdescribed.

Additionally, all property,both real andpersonal,is assigneda classificationto determineits assessed
valuationfor tax purposes.Each legal classificationis defmedby propertyuse and hasan assessmentratio (a
percentagefactor) which is multiplied by the limited or full cashvaluesof the property to obtain the assessed
valuations.

Tax Procedures

The tax yearin Arizona is definedas thecalendaryear,althoughtax proceduresbeginprior to January1 of
eachtax yearandcontinuethroughMay ofthesucceedingcalendaryear. Thefirst stepin thetaxprocess,for taxing
entitiesother than certainspecialdistricts, is thedeterminationof the full cashvalueof eachindividually-owned
parcel of land within the State. Propertyvaluationsare establishedon most propertyby the individual county
assessors,with the StateDepartmentof Revenuedeterminingthe valuationof centrallyassessedpropertiessuchas
gas,waterandelectricalutilities, railroads,minesandpipelines. Theappropriatepropertyclassificationassessment
ratio is thenappliedto the full cashvalueto determinetheassessedvaluationfor suchparcel.Theassessmentratios
utilizedoverthe five-yearperiod1999-00through2003-04foreachclassof propertyaresetforthbelow.

PropertyTaxAssessmentRatios
1999-00through2003-04

Classification(a) 1999-00 2000-01 2001-02 2002-03 2003-04
Mining (b) 25% - - - -

Utility (b) 25% - - - -

Commercialandindustrial(b)(c) 25% 25% 25% 25% 25%
AgricultureandVacantLand(c) 16% 16% 16% 16% 16%
OwnerOccupiedResidential 10% 10% 10% 10% 10%
LeasedorRentedResidential 10% 10% 10% 10% 10%
Railroad,PrivateCarCompany
AndAirline FlightProperty(d) 21% 21% 21% 20% 20%

(a) Additional classesof propertyexist, but seldomamountto asignificantportion of a municipal body’s total
valuation. Theseclassesconsistof non-conunercialhistoric property;aerospacemanufacturingpropertyin a
military reusezone;certainmanufacturingpropertyin an enterprisezone;propertyin a foreign trade zone;
environmentaltechnologypropertyfor the first 20 yearsfrom thedateplacedin service;commercialhistoric
property;historic residentialproperty;producingoil, gasandgeothennalresourceinterests;and leaseholdor
otherpossessor)’interestsincertainpublicproperty.

(b) Fortax year2000 andthereafter,mining andutility propertieshavebeenincludedin the samelegalproperty
classascommercialandindustrialproperties.
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(c) The first $55,546of full cash valueof commercial,industrial andagricultural personalproperty is exempt
from tax. This exemptionis indexedannuallyfor inflation. Any portion of thefull cashvalue in excessof
thoseamountswill beassessedat25%or16% asapplicable.

(d) Thispercentageis determinedannuallyto be equalto the ratio of(i) the totalassessedvaluationof all mining,
utility, commercial,industrial, andmilitary reusezonepropertiesandagriculturalpersonalpropertyto (ii) the
total full cash(market)valueofsuchproperties.

DelinquentTax Procedures

Thepropertytaxesdue to the County arebilled, alongwith Stateandothertaxes,ordinarily in Septemberof
thecalendartaxyearandaredueandpayablein two installmentson October1 andMarch 1 andbecomedelinquent
on November1 andMay I . Delinquenttaxesaresubjectto an interestpenaltyof I 6%perannumproratedmonthly
as of the first day of the monthunlessthe full year’staxesarepaidby December31. After the closeof the tax
collectionperiod, theCountyTreasurerpreparesa delinquentpropertytax list andthepropertysolistedis subjectto
a taxlien salein Februaryof thesucceedingyear. In theeventthatthereis no purchaserfor thetax lienat thesale,
the tax lien is assignedto the State,and the tax lien is reofferedfor salefrom time to time until suchtime as it is
sold, subjectto redemption,for anamountsufficienttocoverall delinquentandcurrenttaxes.

It shouldbe notedthat in the eventof bankruptcyof a taxpayerpursuantto the United StatesBankruptcy
Code (the “Bankruptcy Code”), the law is currentlyunsettled as to whether a lien can be attachedagainstthe
taxpayer’spropertyfor propertytaxesleviedduring thependencyof bankruptcy. Such taxesmight constitutean
unsecuredand possibly noninterestbearing administrativeexpensepayableonly to the extentthat the secured
creditors of a taxpayer are oversecured,and then possibly only on the prorated basis with other allowed
administrativeclaims. It cannotbedetermined,therefore,whatadverseimpactbankruptcymight haveon theability
to collectad valoremtaxeson a propertyof a taxpayerwithin theCounty. Proceedsto paysuchtaxescomeonly
fromthe taxpayeror from a saleof the tax lien on theproperty.

Whenadebtorfiles or is forcedinto bankruptcy,anyact toobtainpossessionof thedebtor’sestate,anyact
tocreateorperfectanylien againstthepropertyof thedebtoror anyactto collect,assessorrecovera claim against
thedebtorthatarosebeforethecommencementof the bankruptcywouldbestayedpursuanttotheBankruptcyCode.
While thestay of a bankruptcycourt maynot preventthesale of tax liens againstthe realpropertyof a bankrupt
taxpayer,thejudicial or administrativeforeclosureof a tax lien againstthe realpropertyofa debtorwouldbe subject
to thestayof a bankruptcycourt. It isreasonableto concludethat “tax saleinvestors”maybereluctanttopurchase
tax liens under such circumstances,and, therefore,the timelinessof post bankruptcy petition tax collections
becomesuncertain.

It cannotbe determinedwhat impact anydeteriorationof the financial conditionof any taxpayer,whether
or notprotectionunderthe BankruptcyCode is sought,may haveon paymentof or the secondarymarketfor the
Bonds.NeithertheCounty nor their respectiveagentsor consultantshaveundertakenanyindependentinvestigation
of theoperationsandfinancialconditionof anytaxpayer,norhavetheyassumedresponsibilityfor thesame.

PropertyValuations

Thefollowing tablelists thevariouspropertyvaluationsfor theCountyfor thecurrentyear.

Valuationsfor FiscalYear2003-04

EstimatedActualValuation* $43,733,555,507
Net SecondaryAssessedValuation $5,221,270,997
Net PrimaryAssessedValuation $5,022,474,184

*Aetual full cashvaluenetof estimatedvalueofpropertyexemptfromtaxation.

Source: PimaCountyAssessor’sAbstractofthe2003Tar Rollfor .PimaCounty.
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Net SecondaryAssessedValuationComparisonsandTrends

The informationset forth belowis shown to indicatethe ratio betweenassessedvaluesandestimatedactual
valuesfor the County, as well as changesin the secondaryassessedvaluationsof the County and overlapping
municipal units on a comparativebasis.The basis of property assessmentfor theseyearsis shown under“Ad
ValoremTaxes- Tax Procedures”.

Net SecondaryAssessedValueandEstimated
ActualCashValueComparison

Fiscal
Year

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

Net Secondary
Assessed

Valuation
$5,221,270,997
4,835,561,219
4,491,395,307
4,236,070,095
4,000,624,012

Estimated
Actual

Valuation*
$43,733,555,507
36,999,609,652
.34,150,201,378
32,488,178,944
30,972,409,693

Source: Arizona Tax ResearchFoundation, Property Tax Rates and Assessed Value, Pima County Finance
DepartmentandPimaCountyAssessor’sAbstract of the 2003 TaxRollfor P/ma County.

*Actual full cashvaluenetof estimatedvalueof propertyexemptfromtaxation.

Net SecondaryAssessedValuationComparisons

Source: Arizona Tax ResearchFoundation, Property Tax Rates andAssessedValue, Pima County Finance
DepartmentandPimaCountyAssessor’sAbstractofthe2003TaxRollforP/maCounty.

Net SecondaryAssessed
Valuationasa Percentage

of theEstimatedActualValuation
11.90%
13.07
13.15
13.03
12.92

Fiscal City of Percent Pima Percent Stateof Percent
Year Tucson Chau2e Couj~ty Chan2e Arizona Chance

2003-04 $2,427,120,926 5.90% $5,221,270,997 7.30% $40,861,415,479 11.02%
2002-03 2,268,733,334 6.09 4,835,561,219 7.66 36,805,206,912 6.76
2001-02 2,138,461,318 4.40 4,491,395,307 6.03 34,473,431,135 8.28
2000-01 2,048,620,866 5.31 4,236,070,095 5.88 31,837,391,782 9.41
1999-00 1,945,160,492 3.69 4,000,624,012 3.84 29,098,557,633 8.61
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2003-04Net SecondaryAssessedValuationsof Major Taxpayers

Shownbelow are the majorproperty taxpayerslocatedwithin the County, an
assessedvalueandtheirrelativeproportionof theCounty’snetsecondaryassessedvalue.

estimateof their current

Taxpayer(a)
TucsonElectricPower
Qwest
SouthwestGasCorporation
ArizonaPortlandCement
TucsonMall
WestinLa Paloma
ElConquistadorHotel
PhelpsDodge
RaytheonCompany
TRICO
Total

Estimated2003-04
Net Secondary

AssessedValuation
$122,499,051

108,828,645
55,710,080
19,989,949
18,703,342
16,056,671
14,460,625
14,375,000
13,290,286
11,467,176

5395,380.825

As Percentof County’s
2003-04Net Secondary

AssessedValuation
2.35%
2.08
1.07
0.38
0.36
0.31
0.28
0.28
0.25
0.22
717%

(a) Someof such taxpayersor their parentcorporationsaresubjectto the informationalrequirementsof the
SecuritiesExchangeAct of 1934, as amended(the “ExchangeAct”), andin accordancetherewith file
reports, proxy statementsand other information with the Securities and ExchangeCommission(the
“Commission”). Suchreports,proxy statementsandotherinformation(collectively, the “Filings”) maybe
inspectedandcopiedatthe public referencefacilities maintainedby the Commissionat 450 Fifth Street,
N.W., Washington,D.C. 20549and at the Commission’sregionalofficesat NorthwestemAtrium Center,
500 WestMadisonStreet,Suite 1400,Chicago,Illinois 60661. Copiesof theFilings canbeobtainedfrom
the public referencesectionof the Commissionat 450 Fifth Street,N.W., Washington,D.C. 20549 at
prescribedrates. In addition, the Filings may also be inspectedat the offices of the New York Stock
Exchangeat 20 BroadStreet,NewYork, NewYork 10005. TheFilings mayalsobe obtainedthroughthe
Interneton the Commission’sEDGAR databaseat http://www.see.gov.Neitherthe Countynor its Bond
Counselhas examinedthe information set forth in the Filings for accuracyor completeness,nor do they
assumeresponsibilityfor thesame.

Source: PimaCountyAssessor’soffice.

Recordof RealandSecuredPersonalPropertyTaxesLeviedandCollected

Propertytaxesareleviedandcollectedon all taxablepropertywithin theCounty andarecertifiedto by the
CountyTreasurer.Thefollowing tablesetsforththe realandsecuredpersonalpropertytax collectionof the County
for thecurrentandpastfive fiscal years.

Fiscal
Year

2003-04
2002-03
2001-02
2000-01
1999-00
1998-99

Real andSecured
PersonalProperty

TaxLevy
$260,569,501

241,415,870
228,476,979
214,642,135
201,924,932
180,549,713

FiscalYearCollections(a)
Percentof

Amount TaxLevy
(c) (c)

$231,618,472 95.94%
218,191,563 95.50
204,963,396 95.49
192,408,605 95.29
172,329,841 95.45

Amount
$143,904,562
240,012,540
227,891,867
213,986,863
201,170,097
180,067,895

Percentof
Tax Levy

55.23%
99.42
99.74
99.69
99.63
99.73

(a) ReflectscollectionsmadethroughJune30th,theendof the fiscal year,on suchyear’slevy. Propertytaxesare
payablein two installments.Thefirst installmentis duethe first day of Octoberand becomesdelinquenton
November1, but is waivedif thefull tax year’staxesarepaidin full by December31. The secondinstallment
becomesdue the first day of March and is delinquenton May 1. Interestat the rate of 16% per annum

Total Collections(b)
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Fiscal
Year

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

Primary
TaxRate
$4.0720
4~0720
4.0720
4.0720
4.0720

Net SecondaryAssessedValuation (FY 2003-04)
15%ConstitutionalLimitation
Net DirectGeneralObligationBonds
Unused15%Limitation

Secondary
Tax Rate
$1.4261

1.4278
1.5108
1.4915
1.4931

$5,221,270,997
783,190,650

(201.370.000

)

$581,820,650

Total
TaxRate
$5.4981
5.4998
5.5828
5.5635
5.5651

attacheson first andsecondinstallmentsfollowing their delinquentdates. Penaltiesfor delinquentpayments

arenot includedin the abovecollection figures.

(b) ReflectscollectionsmadethroughFebruary29,2004againstprior levies.

(c) In theprocessofcollection.

Source:PimaCountyTreasurer’sOffice

TaxRateData

Thetax ratesprovidedbelowreflectthe totalpropertytax rateleviedby theCounty. As such,the ratesarethe
sumof theprimarytax rate,which isleviedagainsttheprimaryassessedvaluewithin the County,andthesecondary
tax rate for debt servicepayments,the County Library District, the County Fire District AssistanceTax and the
CountyFloodControl District, all ofwhich areleviedagainstthe County’ssecondaryassessedvalue(exceptin the
caseoftheFloodControlDistrict, which is leviedagainsttheDistrict’s secondaryassessedvaluewhich excludesthe
valueofpersonalproperty).

Source: Property.Tax Rates and AssessedValues, The Arizona Tax ResearchFoundationand Pima County

FinanceDepartment

DebtLimitation

Pursuantto the ArizonaConstitution,outstandinggeneralobligation debt for County purposesmay not
exceed15% of a County’snetsecondaryassessedvaluation. The following indicatestheCounty’scurrentbonding
capacity.
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GeneralObligationBondedDebt Outstanding(b)

Thefollowing chartindicatestheoutstandinggeneralobligationbondeddebtof theCounty.

Original
Purp~ç

Refunding(a)
VariousImprovements
Various Improvements
Various Improvements
Refunding(a)
Various improvements
Various improvements
Refunding(a)

Maturity Average
Dates Int. Rates

7-1-94/04 5.02%
7-1-99/13 4.62%
7-1-00/14 5.04%
7-1-01114 4.76%
7-1-03/09 4.41%
7-1-02116 4.00%
7-1-03117 3.90%
7-1-04 3.375%

Remaining
Balance

Outstanding
$11,710,000

27,625,000
33,965,000
41,000,000
16,340,000
14,500,000
49,350,000
6,880,000

$201,370,000

(a) Theserefundingbondswereissuedto refund in advanceof maturitycertainoutstandinggeneralobligation
bondsof the County. Debt service requirementson the refundedbondsare securedfor paymentby
governmentsecuritieswhich areheldin irrevocabletrustsand arenotreflectedin thebalanceoutstanding.

(b) On January20,2004, theCounty’sBoardof Supervisorscalledfor a specialelectiontobeheld onMay,18
2004 with respectto the authorizationof $582,250,000of generalobligation bondsand $150,000,000of
sewerrevenuebonds.

Dateof Original
Issue

04-15-93
05-01-98
10-01-99
08-01-00
07-01-01
01-01-02
0 1-05-03
01-01-04

Amount
$64,535,000
42,420,000
50,000,000
50,000,000
17,835,000
20,000,000
50,000,000
6,880,000

Total GeneralObligationBondedDebtOutstanding
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AnnualDebtServiceRequirementsof
GeneralObligationBondedDebtOutstanding

Thefollowing chartindicatesthegeneralobligationdebtservicerequirementsof theCounty.

NetDirectandOverlappingGeneralObligationBondedDebt

Overlappingbondeddebt figureswere compiledfrom information obtainedfrom the County Treasurer’s
Office and individual jurisdictions. A breakdownof eachoverlappingjurisdiction’s applicablegeneralobligation
bondeddebt,netsecondaryassessedvaluationandcombinedtax rateper$100 assessedvaluationfollows.

Combined

Fiscal
Year

30-Jun

2004

ExistingGeneralObligation
BondedDebtOutstanding TotalDebtService

ServiceRequirementPrincip~ Interest

$34,265,000 $8,961,410 $43,226,410
2005 24,610,000 7,443,485 32,053,485
2006 23,625,000 6,314,585 29,939,585
2007 22,640,000 5,233,635 27,873,635
2008 18,670,000 4,196,980 22,866,980
2009 13,670,000 3,361,080 17,031,080
2010 12,920,000 2,744,680 15,664,680
2011 10,020,000 2,167,900 12,187,900
2012 10,040,000 1,722,000 11,762,000
2013 10,060,000 1,278,200 11,338,200
2014 7,750,000 859,250 8,609,250
2015 4,700,000 544,250 5,244,250
2016 4,300,000 352,750 4,652,750
2017 4,100,000 174,250 4,274,250

2003-04 General Portion Applicable Tax Rate
NetSecondary

Assessed
Obligation

BondedDebt
to theCounty Per$100

NetDebt Assessed
Jurisdiction Valuation Outstanding (a)ff) Percent Amount Valuation (el

State ofArizona $40,861,415,479 None 100% None $00000
Pima County 5,221,270,997 $201,370,000 100 $ 201,370,000 5.1435(b)
PimaCounty flood Control District (c) 4,511,099,509 4,585,000 100 4,585,000 0.3546
ElementarySchoolDistricts 211,995,542 3,700,000 100 3,700,000 2.8773(d)
Unified SchoolDistricts 4,999,662,635 645,730,000 100 645,730,000 7.9164(d)
Cities andTowns 2,999,764,193 259,495,000 100 259,495,000 0.9376(d)
PimaCountyCommunityCollegeDistrict 5,221,270,997 94,215,000 100 94.215.000 1A884

Total S1,2119,,095,000
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Jurisdiction
Stateof Arizona
PimaCounty
PimaCountyFloodControlDistrict (c)
PimaCounty CommunityCollegeDistrict

2003-04
Net Secondary

Assessed
Valuation

$40,861,415,479
5,221,270,997
4,511,099,509
5,221,270,997

General
Obligation

BondedDebt
Outstanding(a)(fl

None
$201,370,000

4,585,000
94,215,000

CombinedTax
RatePer$100

Assessed
Valuation (e)

$0.0000
5.1435(b)
0.3546
1.4884

Unified SchoolDistricts:
TucsonUSD #1
MaranaUSD #6
Flowing Wells USD #8
AmphitheaterUSD#10
SunnysideUSD #12
TanqueVerdeUSD#13
Ajo USD #15
CatalinaFoothillsUSD #16
Vail USD #20
SahuaritaUSD #30
Indian OasisUSD #40

CitiesandTowns:
City of Tucson
City of SouthTucson
Town of Marana
Townof Oro Valley
Town of Sahuarita

2,352,797,558
398,731,172
161,591,356
962,109,272
292,460,963
123,997,672
13,577,947

406,627,507
199,318,912
84,837,119
3,613,154

290,770,000
79,805,000
13,810,000

113,660,000
55,865,000
7,010,000
None

45,415,000
18,960,000
20,435,000

None

8.7610
6.7979
6.6568
6.7601
9.1041
7.1785
5.3016
7.0256
7.1748
9.0113
0.0000

(a) Includesgeneral obligation bondsoutstanding. Doesnot include outstandingprincipal amount of various
citiesand townsimprovementdistricts’ bondeddebtas of June30, 2003,andoutstandingprincipalamountof
variousCounty improvementdistricts’ bondeddebt,as the indebtednessof thesedistricts is presentlybeing
paid from specialassessmentslevied against property ownersresiding within the various improvement
districts.Also doesnot includevariousfire districts.

Also doesnot include theobligationof the CentralArizonaWater ConservationDistrict (“CAWCD”) to the
UnitedStatesof America,Departmentof the Interior, for repaymentof certaincapital costsfor constructionof
the CentralArizona Project(“CAP”), a majorreclamationproject thathasbeensubstantiallycompletedby the
Departmentof the interior. The obligation is evidencedby a mastercontractbetween CAWCD and the
Departmentof the Interior, in April of 2003,theUnitedStatesand CAWCD agreedto settlelitigation overthe
amount of the constructioncostrepaymentobligation,the amountof the respectiveobligationsfor paymentof
the operation,maintenanceandreplacementcostsand the applicationof certainrevenuesandcreditsagainst
such obligations and costs.Underthe agreement,CAWCD’s obligation for substantiallyall of the CAP
featuresthat havebeenconstructedso far will be setat $1 .646billion, which amountassumes(but doesnot
mandate)that the United Stateswill acquirea total of 667,724acrefeetof CAP water for federalpurposes.
The United Stateswill completeunfinished CAP constructionwork relatedto the water supply systemand
regulatorystoragestagesof CAP atno additional costto CAWCD. Of the$1.646billion repaymentobligation,
73% will be interestbearingand the remaining27%will be non-interestbearing.Thesepercentageswill be

ElementarySchoolDistricts:
SanFernandoESD#35 685,634 None 0.0000
Empire ESD#37 4,229,622 None 6.4699
ContinentalESD #39 181,629,157 3,700,000 2.3198
RedingtonESD#44 950,565 None 5.6853
Altar Valley ESD#51 24,500,564 None 6.3615

2,427,120,926 259,495,000 1.1569
17,955,803 None 0.2513

182,878,398 None 0.0000
326,787,649 None 0.0000
45,021,417 None 0.0000
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fixed for the entire 50-year repaymentperiod, which commencedOctober 1, 1993. Effectivenessof the
agreementis subjectto anumberof conditionsincluding settlementof certainIndiancommunitywaterclaims
andotherwater claimsandwill requirecertainStateof ArizonaandFederallegislation. if theconditionsare
not met by May 9, 2012, and the partiesdo not amendthe agreement,the agreementwill terminateand
litigation will resume.If it appearsprior to May 9, 2012,that the conditionswill notbemet by thedeadline,
the partiescan amendthe agreementor eitherparty may petition the U.S. District Court to terminatethe
agreementand resumelitigation. It is not possibleto predictwhetherthe agreementwill becomefinally
effective,beamended,or terminate,orwhetherlitigation will resume.If litigation resumes,it is notpossibleto
predicttheoutcomeof suchlitigation. CAWCD isa waterconservationdistricthavingboundariescoterminous
with the exteriorboundariesofMaricopa,PimaandPinal Counties.It was formedfor theexpresspurposeof
payingadministrativecostsandexpensesof the CAP andto assistin the repaymentto theUnitedStatesof the
CAP capitalcosts.Repaymentwill bemadefrom acombinationof powerrevenues,subcontractrevenues(i.e.,
agreementswith municipal, industrialandagriculturalwaterusersfor delivery of CAP water) and a tax levy
againstall taxablepropertywithin CAWCD’s boundaries.At thedateof thisOfficial Statement,the tax levy is
limited to fourteen cents per $100of secondaryassessedvaluation,of which twelve centsis beingcurrently
levied.(SeeArizonaRevisedStatutes,Sections48-3715 and48-3715.02.)Therecanbeno assurancethat such
levy limit will notbeincreasedorremovedatanytimeduring the life of thecontract.

(b) The County’s total tax rateshown includesthe County’sprimary and secondarydebt servicetax rates,the
$0.2124taxrateoftheFreeLibraryDistrict, andthe$0.044Itax rateof theFire District AssistanceTax.

(c) The boundariesof the PimaCountyFlood Control District are coterminouswith thoseof PimaCounty;
however,theFloodControlDistrict only levies taxeson realproperty.

(d) The tax rateshown is a weightedaveragebasedon eachjurisdiction’s proportionateamountof secondary
assessedvaluation.

(e) The combinedtax rateincludes the tax ratefor debt service payments,which is basedon the secondary
assessedvaluationof the entity, andthe tax ratefor all otherpurposessuchas maintenanceandoperationand
capital outlay,whichis basedon theprimaryassessedvaluationof themunicipalityorschooldistrict.

(f) The following table lists generalobligationbondsauthorizedbut unissuedfor the County and jurisdictions
within theCounty.

AuthorizedBut Unissued
Jurisdiction* GeneralObligationBonds
PimaCounty $67,460,000
City of Tucson 83,980,000
MaranaUnifiedSchoolDistrictNo. 6 4,845,000
IndianOasisUnifiedSchoolDistrict No. 40 500,000

* Additionalgeneralobligationbondsmaybe authorizedby theseand otherjurisdictionswithin the County

atfutureelections.
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NetDirectandOverlappingGeneralObligationBondedDebtRatios

TheCounty’s directandoverlappinggeneralobligationbondeddebtis shownbelow on a percapitabasis
and asapercentof theCounty’snetsecondaryassessedvaluationand estimatedactualvaluation.

NetDirectGeneralObligationBondedDebt
($201,370,000)

NetDirectandOverlappingGeneral
ObligationBondedDebt($1,209,095,000)

(a) Source: U.S. Departmentof Commerce,Bureauof the Census;ArizonaDepartmentof EconomicSecurity,
Population Statistics,July, 2002.

StreetandHighwayRevenueBondedDebtOutstanding(a)

Thefollowing chartlists the outstandingstreetandhighway revenuebondsoftheCounty.

Dateof Original
Issue Amount Purpose

5-01-98 $40,000,000 Street& HighwayImprovements
1-01-02 55,000,000 Street& HighwayImprovements
1-15-03 35,000,000 Street& HighwayImprovements

Total StreetandHighwayRevenueBondsOutstanding

Original
Maturity Dates

7-1-99/08
7-1-03/12
7-1-04/18

Remaining
Balance

Outstanding
$ 20,000,000

50,465,000
35,000,000

$J0i465_.000

(a) in 2002,the Countyreceivedtwo loanstotaling$5.1 million from theHighwayExpansionandExtensionLoan
Program(HELP) of theArizona Departmentof Transportation.The loans from theHELP programwill allow
theCounty to accelerateby severalyearsthecompletionof two projectsthat arescheduledtobe fundedfrom
Federalaid highway revenuesin future years. Final payments on eachloan aredue in January 2007andeach
loan is payablesolely from the County’sHighwayUserTax Revenues,on a basisjunior and subordinateto
amountsdueon theBondsandall parity bonds,

Lease,Lease-PurchaseandPurchaseAgreements

TheCountyhasvariousleasepurchaseagreementsoutstanding.A list of theCountydepartmentsbenefited
by theseagreementsandthescheduledpaymentson theseagreementsoverthepastthreefiscal yearsappearsbelow.

CountyDepartment

Clerk ofSuperiorCourt
JuvenileCourt
LegalServicesBuilding
PublicWorksBuilding

Superior Court
FiscalYearTotal

Source: PimaCountyFinanceDepartment.

2000-01
$ 459,635

13,369
100,000
926,550

1,638,810
235,547
435,328

$3,809,239

FiscalYear
2001-02

$ 459,635
58,251

115,935
52,550

1,641,810
138,910
269,315

$2,736,406

PerCapita As Percentof County’s2003-04
Net Debt

(Pop.
(ã~890.,545)(a)

$226.12

Secondary
AssessedValuation

($5,221,270,997)

Est.Actual
Valuation

($43,733,555,Mfl

3.86% 0.46%

$1,357.70 23.16% 2.76%

Elections

Sheriff

2002-03
$459,635
144,062
73,986

I ,644,900
42,274
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Certificatesof Participation

Thefollowing chartlists thecertificatesofparticipationobligationsoutstandingfor theCounty.

Original Remaining
Dateof Original Maturity Balance
~ Amount Funiose fl~j~ Outstanding

4-01-95 $18,515,000 Refunding 7-1-95/04 S 1,560,000
9-01-99 4,875,000 Refunding 1-1-13/14 4,000,000
10-01-03 27,525,000 Refunding 1-1-05/18 27.525.000

Total CertificatesofParticipationObligationsOutstanding S33,085,000

Management’sReviewof theCounty’sFinancialPosition

Historically, the Countyhadreportedsignificantyear-enddeficits incertainof its funds thatwereoffsetfor
financial reportingpurposesat year-endwith cashfrom other sources,suchas theCounty GeneralFund. These
deficitsdidnotresultin anydefaultor failureby theCountyto makeanypaymentsfor anyof its debtor to creditors
orpayeesof the County. During themid to late 1990’s,theCounty’sGeneralFundbalancesdecreased,limiting the
County’sability to internally loan GeneralFundcashto otherCountydepartments,while cashdeficits within the
County’sHealthCareSystemandothersmallerenterpriseandspecialrevenuefundsincreased.In addition,several
accountingchangeswereimposeduponor enactedby theCountythat further limited theCounty’s ability toaddress
year-endcashdeficits.As a resultoftheseissues,theCountyinstituteda seriesof short-termmeasuresduring fiscal
year 1998-99to addressthecashdeficits,includingdrawingupontheCounty’sline ofcreditwith its servicingbank
and institutingformal internalborrowingsfrom otherCountyfundswhile developinga long termplan.

Since 1998-99 Pima County’s GeneralFund financial performancehas improvedfrom an actual $8.5
million ending fund balanceon June 30, 1999to aJune30,2003 fund balanceof $33.5million. During the same
periodthe County also eliminatedseveral long-termcashdeficits in certainenterpriseand specialrevenuefunds,
implementedsignificant changesin the County’s HealthCareSystem,increasedits budgetedendingfund balance,
absorbedapproximately$12 million of cost shifts from the State, increasedoperatingand maintenancecosts
associatedwith anaggressivevoterauthorizedcapitalbondprogram,increasedtheCounty’sContingencyFundand
fundedseveralGeneralFundsupportedcapitalprojects. All of theaboveissues,aswell asthe restof theCounty’s
budget,were fundedby maintainingtheCounty’sprimarypropertytax rateatthecurrentlevel of $4.0720per$100
of assessedvalue, continued growth in County tax revenuesdueto the stronglocal economyandan equity transfer
fromtheCounty’smanagedcarefund.

The one remaininglong-term cashdeficit, in the County’s StadiumDistrict Fund, is anticipatedto be
eliminatedoverthenext two fiscal years.The fiscalyear2003-04GeneralFundbudgetprovidesfor approximately
one-halfof the StadiumDistrict’s $6.0 million cashdeficit and directsCounty staff to fund the remaining$3.0
million from the GeneralFund in thefiscal year 2004-05budget. Of the $6.0 million deficit approximately$3.9
million relatesto initial constructioncostsassociatedwith the County’sstadiumand the remaining$2.1 million is
the resultof accumulatedoperatinglossesfrom thefirst few yearsofoperation. Declinesin tourismrevenueshave
impacted the Stadium’s ability to reduce its cashdeficit withoutGeneralFundsupport. By eliminating thecash
deficit, refinancingthedebtincurredto fund constructionof thestadiumandmaintainingtheexistingcontractswith
major andminor leaguebaseballteams,theStadiumDistrict revenuesareprojectedto besufficient to maintaina
positivefinancialpositionby fiscal year2004-05.

As ofJune 30,2003,theCounty’sWastewaterManagementEnterpriseFundbadborrowed$10.8million
fromtheGeneralFundtocovera short-termcashdeficit dueto expensesrelatedto the failureof amain sewertrunk
line. Theline wasscheduledfor replacementstartingin fiscal year2003-04. TheCountycontendsthat thesewer
line faileddueto erosioncausedby abrokenCity of Tucsonwatermain in thesameareaandis seekingpartial
reimbursementfrom theCity of TucsonWaterDepartment.See“Extraordinary,UninsuredEvent” inAppendixA —

“PIMA COUNTY,ARIZONA WASTEWATERMANAGEMENT DEPARTMENT.”

TheWastewaterManagementDepartmentplansto eliminatethecashdeficitduring thecurrentfiscalyear
andisnotanticipatedtorequirea subsidyfromtheGeneralFund. In orderto meetthis goal,theDepartmenthas
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revisedits Five YearCapital ImprovementProgram,reducedoperatingexpensesandreceivedapprovalfromthe
Boardtoraisetheseweruserfee ratesby fourpercent(4%)andsewerconnectionfeesby six percent(6%)effective
July1, 2004.

On December9, 003,the Countyreceiveda confidentialsettlementproposalfromADEQ but it istooearly
to speculateon what afinal settlementagreementor theresultingfinancial impactof anysuchagreementmight be.
PreviousNotice of Violations receivedby the County havenot resulted in financial penalties,however, the
violationsassociatedwith thosenoticeswerenot of thesamemagnitude.

Following a seriesof public meetingsin fiscal year2002-03,the County madeseveralmajor operational
changesin its Health Caresystemthat were intendedto limit the County’s financial liability while continuingto
providemuchneededhealthcareservicesto an underservedsectionof the Countyandprovide critical psychiatric
careservicesfor Countyresidents.Asapart of theseefforts, theCountyplannedto transition theCounty hospital,
Kino CommunityHospital (the “Hospital”), to a psychiatrichospitalby the end of thecurrent fiscal year. Some
initial stepswere takento do that, suchasrelinquishingday-to-dayoperationof the out-patientclinics to not-for—
profit organizations,and hiring private firms to managethe EmergencyRoom,Urgent Careand the in-patient
psychiatricservices,andreducingthenumberofmedicalsurgicalbeds.

In November2003,UniversityPhysiciansInc., a non-profitorganizationaffiliated with the Universityof
Arizona Schoolof Medicineexpressedan interestin operatingthe Hospital as an integral part of their teaching
mission. To meetthe critical healthcareneedsof the community in a fiscally responsiblemanner,the Boardof
Supervisorsis expectedto approvea 25-yearlease(the “Lease”) with University Physicians, Inc., a nonprofit
corporation(“UP1”), for thelandandbuildings currentlyknownas“Kino CommunityHospital”. Underthetermsof
theLease,beginningon orbeforeJuly 1, 2004UPI would assumefull responsibilityfor operationof the facility and
overthenextfew yearsexpandandincreaseservicesas setforth in the lease. As considerationfor UPI’s provision
of theservicesto beofferedat theHospital,theCountywill payUPI a ServiceFeein the amount,if any,by which
the costof providing the~cservicesexceedsthe revenuegeneratedby the Hospital,up to the following annual
amounts:

Year I: $25,000,000
Year2: $20,000,000
Year3: $15,000,000
Years4 through8: $10,000,000
Year9: $9,000,000
Year10: $8,000,00
Year 11 through25: $0

In additionto the ServiceFee,theLeaseascurrentlyproposedrequirestheCountyto completea numberof
capitalprojects,including butnotlimited to themold abatementandchiller replacement.GeneralFund supportof
$526,300will berequiredin fiscal year 2004/05to completetheprojectsthat arenotcoveredby the 1997General
Obligationbond funds. Severalotherprojects,whichwill require,approximately$550,000would notbecomplete
until FiscalYear2005/06. As part of theLease,UPI assumesresponsibilityfor all othermaintenanceand capital
expendituresrelatedto theexistingfacilities coveredby theLease.

The Leaseagreementprovidesthe County with a capon the funding neededto support the Hospital in
future years.However, it wasdecidedtoretainthegeneralhospitallicensethis yearsoit couldbetransferredto UP1
and the additional expensesrelated to the transition,are expectedto increasethe current fiscal year loss to $32
million or$12million overthe$20million budgetedsubsidy. AsaresultofalargerthananticipatedJune30, 2003,
General Fund ending balanceand an enhancedContingencyFund, sufficient resourcesare anticipatedto be
availableto coversuch losseswithout impacting the County’s budgetedGeneralFundbalancefor the fiscal year
2003-04.

TheBoardof Supervisorshastakena varietyof significantactionstostabilizethe financesandenhancethe
fiscal integrityof theCounty,a decisionto pursuea leasefor theHospitalandlimit the County’sliability is themost
recent.In addition, the Board has steadily increasedthe amountbudgetedas the GeneralFundEndingBalance.
From a low of zero in fiscal year 1996-97, the budgetedEndingBalancehas beensteadily increasingto $13.4
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million this fiscal year. In addition, for fiscal year 2003-04,the Board increasedits ContingencyFund from
$1,500,000to $3,500,000. Despite investmentlosses incurred by the County from investmentsin the State
Treasurer’sLocal GovernmentInvestmentPool last fiscal yearand a sluggisheconomy,the June30, 2003 fund
balancewas$33.5million or$20 million overbudget.

The Boardof Supervisorsacting on the recommendationof a County Bond Advisory Committeehas
scheduleda bond electionon May 18, 2004 for the purposeof authorizing$582,250,000of GeneralObligation
Bonds and $150 million in SewerRevenueBonds. The recommendedbond program is anticipatedto be
accomplishedby theCountyata secondarypropertytax rateequalto, or lessthan,thecurrentrateof $0.8150 per
$100of assessedvaluation.
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PIMA COUNTY, ARIZONA
COMBINED STATEMENTOFREVENUES,EXPENDITURES

AND CHANGESIN FUND BALANCESOFALL
GOVERNMENTAL FUND TYPES

(In $000)

Total Revenues $458,685 $513,190 $541,709 $562,789 $566,139 $612,963

TotalExpenditures $491,811 $531,630 $555,287 $597,146 $613,260 $684,388

Excessof RevenuesOver
(Under)Expenditures (33,126) (18,440) (13,578) (34,357) (47,121) (71,425)

ProceedsofLong-TermDebt
ProceedsofRefundingBonds
Paymentto RefundedBond
EscrowAgent

OperatingTransfers
In (Out)

CapitalLeases

SaleofGeneralFixedAssets

BegirmingFundBalance,asrestated
RestatementAdjustmentfLGlPLoss

Changesin Reserve
for Inventory

Chargesin Reservefor Prepaid
ResidualEquity
TransferIn (Out) 1,588

85,247

0

0 (22,551) 0

EndingFundBalance $ 80,675 ~ $J1Q,~4 $~47,~ £L65,395 $24~Z~,Z

(a) These amounts are basedon budgeteddataandaresubjectto changebasedon actualresults.

Source: Pima County Finance Department.This tablehasnot beenthesubjectto anyseparateauditprocedures.

1998-99 1999-00 2000-01 2001-02 2002-03 2003-04(a)
Revenuesby Source:
Taxes $194,948 $214,332 $227,542 $244,807 $258,375 $278,895
SpecialAssessments 874 703 845 598 1,023 564
LicensesandPermits 4,306 4,541 4,882 6,077 6,087 6,681
Intergovernmental 211,006 241,225 253,863 260,218 245,378 269,651
Chargesfor Services 24,404 27,308 26,613 31,112 35,721 33,315
FinesandForfeits 3,930 4,245 4,365 4,882 5,047 4,431
InterestIncome 9,009 11,384 15,468 6,952 4,152 8,530
Miscellaneous 10,208 9.452 &131. iQ~35_6 10,896

Expendituresby Fund:
General 244,912 253,563 270,028 285,486 308,917 332,094
SpecialRevenues 128,240 141,860 147,367 153,888 149,633 183,739
DebtService 51,988 46,992 50,219 48,102 57,563 62,378
CapitalProjects 66,671 89,215 87,673 109479 97.147 106.177

307 54,129

0 0

0 0

50,358
0

82,717
22,420

0
0
0
0

0 0 0

332 0 0

111,530 80,675 105,554
0 1,816 2,063

177 0

37

(48) (13,134) (37,941) (12,905) (15,140) (15,324)

0

590

110,664
1,175

92 166 (117) 64

0 (6) 10 (14)

348 0 0 0

0

147,803
(6,237)

160,976
0

629 0

0 0
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PIMA COUNTY, ARIZONA
STATEMENT OF FUND BALANCES - ALL

FUND TYPES
(In $000)

GOVERNMENTAL

(a) These amounts are based on budgeted data and aresubjectto changebasedon actualresults.

Source: Pima County Finance Department.This tablehasnotbeenthesubjectofanyseparate audit procedures.

Actual Budget
1998-99 1999-00 2000-01 2001-02 2002-03 2003-04(a)

$2,479
6.030

$1,846
24.721

$2,233
i9~553

$2,486
28.656

$2,549
30.999

~8i09 26,567 ~JA~ 31.142 33.548

2,317
27.114

2,785
40.785

3,639
48,616

2,570
61.134

3,623
42,312

29,431 43,570 5225k 63.704 4S935

8.155 7.627 ~j~7 5,90 1Qi~

8.155 7.627 5~5J7 £20 iQ2~

0
34.580

0
27.790

0
3Q,9~fi

8
46.985

41
82.793

34.580 27.790 ~Q,9L6 46.993 82.834

General
Reserved
Unreserved

$1,367
12.033

13.400

SpecialRevenue
Reserved
Unreserved

680
l6j~5

16.865

DebtService
Reserved 4j~4

4~4

CapitalProjects
Reserved
Unreserved

0
39.778

39.778

Total Fund Balance $80,675 $Jj~5j5~ $110,664 $147,803 ~A~~95 $74,227
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PIMA COUNTY, ARIZONA
COMBINED STATEMENT OFREVENUES,EXPENDITURES

AND CHANGES IN GENERALFUND BALANCE
(In $000)

(a) Theseamountsarebasedon budgeteddataandaresubjectto changebasedonactualresults.

Source:PimaCountyFinanceDepartment.Thistablehasnotbeenthesubjectof anyseparateauditprocedures.

$169,129
1,186

110,408
15,663
3,483
4,361
2,007

306,237

98,689
78,785

0
532

71,243
11,128
4,987

2,834
1,826

4
270,028

36,209

345
0
0

Actual Budget
1998-99 1999-00 2000-01 2001-02 2002-03 2003-04(a)

Revenuesby Source:
Taxes $138,986 $158,750 $181,840 $194,552 $210,153
LicensesandPermits 1,698 1,449 2,071 2,010 2,010
Intergovernmental 94,468 103,828 111,922 112,530 111,235
Chargesfor Services 13,375 15,927 19,974 23,750 22,144
FinesandForfeits 3,307 3,466 3,898 4,111 3,624
Interest 269 4,197 2,086 1,015 1,035
Miscellaneous 3,205 3,227 1,995 2,884 2.361
TotalRevenues 255,308 290,844 323,786 340,852 352,562

Expenditures:
Current
GeneralGovernment 86,337 92,397 101,397 110,813 125,679
PublicSafety 69,170 72,399 86,039 90,375 97,311
Sanitation 0 0 0 0 0
Health 282 554 2,567 2,762 2,642
Welfare 69,687 69,368 73,060 84,130 83,930
Culture & Recreation 9,382 10,159 13,453 12,858 14,408
Education& Econ.Opport. 4,649 4,217 5,299 4,812 5,562

Debt Service:
Principal 3,418 2,618 1,913 1,550 1,042
Interest 1,981 1,844 1,754 1,613 1,514
Miscellaneous 6 7 4 4 6

Total Expenditures 244,912 253,563 285,486 308,917 332,094
ExcessofRevenuesOver
(Under)Expenditures 38,300 31,935 20,468

OtherFinancingSources(uses):
ProceedsofLong-TermDebt
SaleofGeneralFixed Assets
ProceedsofRefundingBonds
Paymentto RefundedBond
Escrow 0 0 0 0 0

OperatingTransfersIn (Out) (5.626) (19.112) (45,550) 129.624) 1j7,799) (32,571]
TotalOtherFinancing Sources
(Uses): (5,346) (18,743) (45,205) (29,624) (27,799) (32,571)

ExcessofRevenuesandOther .
Sources

Extraordinaryitem:
Lossfrom StateTreasurer’sLocal

GovernmentInvestmentPool 0 0 (1,730) 0
Over(Under)Expenditure
andOther Uses (12,103)

BeginningFundBalance,asrestated 25,503
RestatementAdjustment 0
Changesin Reservefor
Inventory 0 0 0

ResidualEquityTransfer:
In (Out) (475) (480) 4.315 0 0

EndingFundBalance S~8,509 &26~56Z ~J,$$6 £~U~42 ~Mi4~ $Th4911

10,396

280
0
0

37,281

369
0
0

0
0
0

0
0
0

0
0
0

0

5,050
3,934

0

0

18,538
8,509

0

(8,996)
26,567

0

8,676
22,466

0

0

2,406
31,142

0

0 0
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APPENDIX B

FORMOFOPINION OFBONDCOUNSEL

May 11, 2004*

Boardof Supervisors
PimaCounty,Arizona

LadiesandGentlemen:

Wehaveactedasbondcounselin connectionwith theissuanceandsale,andtheinitial deliveryon thedate
hereofby Pima County, Arizona (the “County”), of $27,160,000* in aggregateprincipal amount of its Sewer
RevenueRefundingBonds,Series2004,datedMay 1, 2004* (the“Series2004 Bonds”), issuedpursuantto Title 11,
Chapter2, Article 4,Arizona RevisedStatutes(the“Act”), andall amendmentsthereto.

In connectionwith our engagementasbond counsel,we haveexaminedthe law andsuchdocumentsand
mattersas we have deemednecessaryto renderthe opinions expressedherein,including, without limitation, the
resolutionauthorizingthe issuanceof the Series2004 Bonds (the “Resolution”) passedandadoptedby thePima
County Boardof Supervisorsof the Countyon March9, 2004. As to questionsof factmaterialto our opinions,we
havereliedupon thecertifiedproceedingsandothercertificationsfurnishedto us without undertakingto verify the
sameby independentinvestigation.

Basedupontheforegoing,it is ouropinion,andwe herewithadviseyou, asfollows:

1. The County is duly createdand validly existingas a political subdivisionof the Stateof Arizona
with powerto passand adoptthe Resolution,perform the agreementson its partcontainedthereinand issuethe
Series2004 Bonds.

2. The Resolutionhasbeenduly passedandadoptedby theBoardof Supervisorsof the countyandis
valid andbindingupon andenforceableagainsttheCounty.

3. The Series2004Bondshavebeenduly authorizedanddeliveredby the Countyandarevalid and
bindinglimitedobligationsof theCountypayable,asto both principalandinterest,from therevenuesderivedby the
County from the operationof its sewersystem,after provisionhasbeenmade for the expensesof operationand
maintenanceof thesewersystem,subjectto no prior lien grantedundertheAct. The Series2004Bondsareissued
on aparity with the County’s SewerRevenueBonds, Series1993; SewerRevenueBonds, Series1994B; Sewer
Improvementand RefundingRevenueBonds, Series1998; SewerRevenueRefundingBonds,Series2001; and
thosecertainLoanAgreementsbetweentheCounty as BorrowerandtheWaterInfrastructureFinanceAuthority of
ArizonadatedFebruary1, 1996,June1, 1997,October27,2000,and December28,2001,respectively.Neitherthe
general credit nor any property of the County other than as provided in the Resolution hasbeenpledged or
committedto the paymentof the Series2004 Bonds. The Series2004 Bondsare not securedby an obligationor
pledgeof anytaxingpowerormoniesraisedtherebyandare not adebtof anddo not constituteapledgeof thefaith
andcreditof theCounty.

*preliminary, subjectto change.
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Boardof Supervisors
PimaCounty,Arizona
May 11, 2004
Page2

4. Intereston the Series2004Bonds (a) is not includedin the grossincomeof the ownersof the
Series2004 Bondsfor federalincometaxpurposes,andis not an item of tax preferencefor purposesof thefederal
alternativeminimumtax; and(b) is not includedin thetaxableincomeofthe ownersof the Series2004 Bondsfor
Stateof Arizona incometax purposes. No opinion is expressedregardingany other federal or State of Arizona
incometax consequencesarisingwith respectto ownershipof the Series2004 Bonds. The opinionset forth in
clause(a) aboveis subjectto the conditionthat the Countycomply with all requirementsof the Internal Revenue
Codeof 1986,asamended,that must besatisfiedsubsequentto the issuanceofthe Series2004 Bondsin orderfor
theinterestthereonnot to beincludedin grossincomeof theownersfor federalincometaxpurposes.Failureby the
County to comply with certain of theserequirementscould resultin the intereston theSeries2004Bondsbeing
included in gross incomefor federal incometax purposesretroactiveto the date of issuance.The County has
covenantedandagreedto complywith all suchrequirementsandouropinionassumessuchcompliance.

The rights of the ownersof the Series2004 Bonds and the enforceability thereofmay be subject to
applicablebankruptcy, insolvency,reorganization,moratorium and othersimilar laws and equitableprinciples
generallyaffectingtheenforcementofcreditors’rights.

The opinionsexpressedin this letter are basedupon the law in effect on the datehereofand may be
affectedby actionstakenor omittedoreventsoccurringafter thedatehereof andweassumeno obligationto revise
or supplementthis opinion shouldsuchlaw bechangedby legislativeaction,judjcial decision,orotherwise,or to
detennineor to inform anypersonwhetheranysuchactionsaretakenoromittedor anysucheventsoccur.

Respectfullysubmitted,

SNELL& WILMERL.L.P.
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STATE OF ARIZONA
OFFICE OF THE

DEBRA IC. DAVENPORT, CPA .: ~ ThOMSON
AUDITORGS$ERAL nIJ~_, I U ~-Fft .~ Rd c~I:c.nI_ DEPIWVAUDITOR GENERa

Independent Auditors’ Report

Members of the Arizona State Legislature

The Board of Supervisors of Pirna County, Arizona.

We have audited the accompanying financiaL $atements of the .Pima County Department of Wa~tewater
Management:as qf and for the year ended June 30; :2003, as listed. in the table of. bontents. These financial:
statemepts are the respqnsibil~tyof the Départmeqes management.. Qur responsibility is~to,express;an
opinionon these financial statement~based on our aqçlit.

We conducted our audit in accordance with U.S generally accepted audking standards; Those standqrds,
reqqire that we plan and perform; the auçlit to obtain reasonable.assuran~eabout :~thetl1e1~the financial~
statements are free of material misstatement. An auçjit includes examining, on d ‘test basis, evidence.
supporting the &mounts and disclosures in t~efinappiS statements. An audit: also includes assessing~e
accou~iting,principles used. and; signiqcant estimates made by managqment, as well as evaluating tlie
overall financial staternent~presentation. We bejieve that our audit providçs a. reasonable basis for our
opinion.

As discussed fri Note 1, thePima COunty Depaflmpnt of Wàstewater Managqment’s financial statements
are inteI~idedto presep~thefin~p~jal~position,•ahd the changes in financial position arid cash flows, of only
that portion of the business-type activities and major funds of PIma County that is attributable to the Pima
County Depar~rnentof Wastéwater Management Fund. They do not purport to,.and donot, present fairly
the financial position of Pima ~ountyas of June 30 2003 and,the changes in its financial position and its
cash’flcths forthe year then ended1ip:conformity with !J.S geperally accepted accounting pripc!ples.

In our ppinion, the financial statements . referred tç above present fairly, in all material respects, the
financial ppsition.of the Pima County Department of Wastewater Ménagement as of June 30, 2003, and.
the changes in: its~financiaL position and its cash flows for the year then ended in~conforrni!y ,wifl~U.S.
generall3laccepted accounting pripp~ples.

Our audit was conducted for the~purposeof formipg. an opinion on the financial stptements of the ~irna
County Department of Wastewater Managernent.~The accpmp~nying;fin~ncial~information listed qs.
supplementary schedules in tt!e table of contents is preseç~tedfor purposes of additional analy~ilsand Is
nol~:a required part o~the flh~nciaj:staterqepts. Such information has bepn subj�~dtedto the auditing
procedures applied in, the auPit of the financial statements and, in our .opin~on,is fairly stated, in all
material respects, in relation to the financial statements takQn a~a whole.

Däbbie Davenport
Auditor General:

November 7, 2003

2910 NORTH 44” STREET - SLHTE 410- PHOENiX. ARIZONA 85015 -(602) 553.0333- FAX.(602)553-0051



Assets

Pima county
Department of Wast9water Managpment

Statementof Nêt~Assets—Enterprise FOnd:
June30,2003

Currentassets:.
cashandcashequivalents
lAterestreceivab!e

Accountsreceivable,net
Due from otherPima:Countyfunds

Due from othergovernments
Inventoryof materialsandsupplies

Prepaidexpenses
TOtalcurrentassets

Noncurrentassets:
RAstnictedassets:

Cashandtashequivalents:
Restrictedfor debtservice

Restrictedfor operation,andmaintenance
Held in escrowasconstrUctioncontract retentions

interestreceivable.
Total.restrictedassets

capital,assets,netof accumulateddepreciation.where.applicable:

Landandotherimprovements
Solid wastetransferstations,net

Conveyancesystems;net
Treatmentfacilities, net
Equipment,net
Construction,in progress

Totalcapitalassets,net

Deferredfinancingcosts

Total noncurrentassets

Total assets

See accompanying~notesto financial statemeqts.

2..

$ 966;267
7,021

6,859,763

1,675
287,511

2,610,951

128,877
10,862,071

1,245,429
3,669,003

2,987,679
19,952

7,922,063

11,958,225
1,595,764

264,664,983
130,640,733

6,952,999

1 36A70,979
551,983,683

848,259

:

560,754,005

’

1511,616,076,

(Continued)



Liabilities

Pima County
Department of Wastewater Management

Statement of Net A~sets-7--EnterpriseFund
June 3Q, 2003.

(Continued)

Current liabilities:
Accounts payable
Accrued payroll and employee benefits
Due to other Pirna COunty funds
Interest payable
Currept portion, of sein~errevenue bonds payabie
Current pprtion: of wastewater. loans payable
Deferred sewer connection revenue
Deferred s,lud~ehauling:revenue

TOtal current liabilities

$ 8,371,812
3,146,908.

10,967~672.

11,714
4,965,000
4,269321
1,346,678,

500’

33,080~Q~.

Noncurrent liabilities:
Construction contract ~etention~p~y~b~e

Landfill; closure and postclosure care costs payable
Sewer revenue bonds payable, less current poçtion
Wastewater loans payable, less current ppr~ipn
Qeferred interest expense and’bond’discpunt

Total noncurrent liabilities

Total liabilities

6,848,853,

15,644,952~.
63,215,000
59,609,308

- (5,469,8~!

)

139,908,284

.

172,988;289

NetAssets.

Invested in capital assets, net bf related debt
Restricted for:

Debt.servlce
Capit~!projects..
Wastewiter management

Unrestricted deficit

Total netassets

See accompanyingnotes to financial statemeflts.

426,182,741

1,245,429
3,007,631
3,669,003

(35,477,017

)

fl98.627.787
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Pima County
Department of Wastewa~erManagement
Statement: of Revenues, Expenses, and

changes i~Fund Net Assets—Enterprise FunØ
Year Endecl;June 30; 2003

Operatingrevenues:
Sewerutility service,
Solid wastefees
Engineeringreviewandinspectionfees
Permitsandfines
Oth~rincome

Total operatingrevenues

Operatingexpenses:
Employeecomper~ation
Operatingsupplies
Utilities
Sludgeandrefusedisposal
Repairsandrnaint~nance
Landfill closureandpostclosurecarecosts:
Generalandadministrative
Consultantsandprofessionalservices
Depreciation

Total operatingexpenses

Operatingloss

Nonoperaung:.revenues(expenses):
Grantrevenup
Interestincome
SOwerconnectionrevenue
State-sharedtaxrevenue
Losson disposalof pquipment
Interestexpense
Amortizationof deferredcharges

Total nonoperatingrevenues(expenses)

Lossbeforecapitalcontributionsandextraordinaryitem:

C~pitalcontributiops
E~traordinaryitem—lossfrom StateTreasurer’sLocal

GovernmentInvestmentPool

Increasein netassets

Net.assets—July,1, 2002

Netassets—June30, 2003

Seeaccompanying;notestofinancial statements.

4

$ 45,318,741
5,690,740

245,820
91,024

870,785
52,217,110

25,377,959
5,227,812
1,976,584
2,241,854
5,105,339
1,078,282
8;025,785
a,646,323

16,670,498

69,350,436

(17,133,326

)

303,934
1,014,349

20,279,607’
958,603

(213,135)
(5,271,134)

(88,645)
16,983,579

(law)
13,702,141

(1.263,168)

12,289,226’

386~,~,8,561

,
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Pima County
Department. of Wastpwater M~pagement

Statemeqt of Cash Flows—Enterprise Fund
Year Ended June 30, 2003

Cash:flowsfrom operating actMtie~:
Receipts from customers.
Miscellaneous receipts
Payments to suppliers for goods and serviqes
Payrnepts to other Piftia County funds
Payments to employees’

Net cash provided by operatiqg activities

$ 51,598,819
2,449,039

(19,752,290~
(8,814,623)

(24,872,7701
608,175

Cash flows frOm noncapitaifinancing activities;
Noncapital grant receipts
St~te-sharedtax receipts
Net interfund borrowings

Net cash provided by noncapital fipançipg;açtivjtkes.

303,934
958,603

10,982,193
- 12,244330 -

Cash flows from capital and related financing actiyities:
Proceeds from loans
Sewer connection receip~sfrom customers
Purchase ,and~constructionolcapital assets
Principal payrneqts on revenue bonds and loans
Interest payments on revenue bonds and loans

Net cash used for cap!tal~andrelated finapcing pctivities

Q?sb~flowsfrom, investing actiities:
Loss from State Treasurer’s Local ç3o rnment Investment Pool
Interest received’On iny~stments

Net cash used for investing activities

9114Sf533
19~7O1,257
(59,227,759)
(8,886,774).
(4~742,206

)

143,409,949)

(1,263,168)
1,124,948
(138,220~

i’ipt decrease in cash and cash equivalents ~30,695,264)

Cash ‘and cash equivalents, July 1, 2002 39~563,64?:

cash and cash equivalents, June 30,2003

~eeaccompanying notes to financial statements.

5
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Pin-ia County
Department of Wastewater Mapagement

Staterneiit of Cash F1ows—Eiterp~iseFUnd
Year Ended June 30, 2003

(Continu9,d)

Reconciliationof operatinglossto netcash

providedby operatingactivities:

Operatingloss $(17,133,326)

Adjustmentsto reconcileoperatinglossto
net cash provideçl by operating activities:

Depreciation
Landfill cIosu~eand postclosure care costs
Changes ipassets and liabilities:

Decrease(increase) in assets:
Aàcounts receivab!é
Due from other governments

l~ventoryof matprials and supplies a

Prepaid expenses
Increase (decrease) in liabilities:

Accounts payable

Accrued payrdll and: employee benefits
Due to other Pima County funds

16,670,498
1,078,282;

1,497,046
333,702
(54,09?)
(47,448)

(2,236,910)
505,189

ft766)

Net cash provided by operatingactivities

Noncash investing, capital, and noncapital financing activities:

608.175

During the‘yearendedJune3Q, :2003,PimaCounty:transferredcapitalassetswith,a netbookvalueof’
$1;228,477 ~othe Department.Thi~transactionwasrecordedasacapital,contribution.

Duripg the year ended June :30, 2003,:the Department.retired capital assets with a netbookvalUe:ot’.
$213,135; resulting in a loss on disposalof eqpipment.

During the year ended June 30, 2003, developers copveyed capital assets with an estimated lair value
of $1 2;473,664to the Depaçtrnen~..4histransaction wasrecoideØ a,~a capitalcontribution.

Seeaccompanyihg notestofinancialstatements;
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Pima County
Depz~rtmentof Wastewatçr M9,nagement

Notes to Financial Sta~ernents
June. 30, 2003

Note 1 - Sumrnary:of Significant AccounUng Policies

The acçouqtingpoliciesof the Department:ofWastewaterManagementconform to generally
accepted accounting principles applicabl~ to goverq~entaI.units adopted by th~
Gçyerpm~ntal.Accounting St~ndardsBoard (GASB). A sumrnary of the Department’s more
significant accounting policies follows.

A. Repq~tingEptity

The Department is accounted for as an enterprise fund of. Pima county, Arizona, and is
responsible for managing and operating all, liquid and3solid waste programs in Pima county.
The Department’s manag~rne~t;is directed by. ‘an administrator appointed by”~~ePima
Copnty Board of Supervisors. However, ultimate financial accountability for the Department
remainswith Pima county.

B. Fund Accounting’

The Department’s accounts are maIntaIned: in accordance with I the pi~ncipJesof fund
accounting. ,to’ ensure that limitations and restrictions on,, the Department’~available
resources are observed. The principles of funFl accounting requi~’ethat respuçces be
classified for accounting and reporting purposes into funds in accordance. with the activities
or objectives specified for those resources. A :fun& is considered ‘a s~parateaccountlpg
entity; and, its operations are accounted’for in a separate set of self-balandng. accounts that
comprise ~tsassets, liabilities, net assets, revenues, and expenses.

The Department’s financial transactions are’ recorded and’ reported, as an enterprise fund
because its operations are financed and’Opprated in3 a~mannersimilar to private lpsiness
en~erp~i~es,in which, ~heinten~of; the Board of 1Sypervisors is that~the costs ~éxpenses,
including depreciatipn) Of providing goods or services to the general public on a continuing
basis be financed or recovered prirnarily through u~ercharges.

c: Basis of Accountipg:

Basis. of accounting relates to the timing; of the. measurements made, regardless of- the’
measurement focus applied, apd determihes when revenues and expenses:are recpgnlzed
in the accounts and reported in, the financial statements. The Departrnent?s fin?ncia!:
statements are reported using th~economic resources measurement fdcus apd the accrp,pl
basis of accounting. Revenues are. recognizeçi when tl’~eyare earned, and expenses a~e
recognized at the time liabilities are. incurred, regardless S when ;he related1 cash flows take
place. When bpthresiricted and unrestricted net assets are available to finance depqçtrpental
expenses, restricted!resourcesare used’before unrestricted resources, interfund transactions
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Pimaçou~ty
D~part~entof,WastewaterManagement

, Notes to,Finandal Statements.
, June 30, 2003,

that yyppld; be treate~,as revenuesor expep~esif: they involved parties ext?rnal~to ‘Pima
Countyare recordedin the appropriaterevenueor expepseaccounts.lhtrafund transactions
within the Department areeli~ninatedfor theconsolidatedfinapciaistatementpresentation.

The Department follows those Financial Accounting Stapda~dsBoard Statementsand
Interpretations issued, on or before November 30, 1989; Accounting’ Principles Bowd
Qpinions; and; Accounting. Hesearch bulletins, unless those pronouncements conflict with
GASB pronouncements.

D. Basis, of Presentation

The fihancial statementsinclude:a statement of net assets; a statement,10f ‘revenues,
expenses,andchangesipfuhd.net assets; and a statement of cash‘flows.

A statementof~netassets providesinformationabouttheassets,liabilities, and net assets of
the Departmentat the end of the year. Assets and !iabili!ies are classified as either purrent or
noncurrent. Net q~setsare classified according to external restrictions’or availability of assets,
to satisfy the, ,Department’s obiigations. Invested in capital assets: net of related debt
represents the value of capital assets, net of accumulated depreciation, less anyoutstanding
debt incuned to acquire or construct the assets;1 Restricted, net assets represent grants,
contracts, and other resources that h~vebeen exterr~aHyrestricted for specific purposes.
Unrestricted net assets include all other net as~ets,including those that have, been
desigpated byrñanagement to be u~edfor other than gpneral operating purposes..

A statement of revenues, expenses, and changes in1 fund net assetsprovides !nformati?n
about the’ Department’s financial~‘activit,ies during’ the year.; Revenues and expenses are:
classified as either operating or nonopera~ing,and all changes in net assets are repo,rted,
including capital contributions and. extraordinary items. Generally, operpting revenues, such
as sewer uthity service and solid waste fees, result from transactions associated with tl?e
Depart~pnt’sp(incipal activities. Othpr tevenues, such. as sewer connection revenues’ and
intere~tearnipgs, are not generated f~piiioperations and are considered to be nonoperat~ng
revenues.

A statement of cash flows provides information about the Department’s sources and uses of
cash, sand. ,cash equivalents dpring the year, Increases. and decreases: in cash and cash
equivalents are classified as either,, operating,~noncapital financing, capital financing, or
investing~
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Pima County
Department of Wastewater Management

Notesto Financial Statements
June 30, 2Q03

E. CashandQash Equivalents,.

For purposes of~thestatement of cash flows, cash and cash equivalents consist of cash on
hand, cask and investments held: by the Pima Cäunty Treasurer, investments with the State
Treasurer, and deposits held in escrow accounts~from both restricted and unre~stricted
sources. Unrestricted cash and cash eqt~it~alensconsist of cash onk hand, cash and
investments helFi ~ythe Pima County Treasurer, man investment pool, and !nvestments with
the State Treasurer. Restricted ca~hand cesh equivalents consist of cash and investments
held by the Pimp, Qoupty Treasurer in an investment pool, and deposits held mn~escrow
accounts. .All investments are stated at fair value.

FT. Deferred Charges.

Deferred charges (primarily bond and loan issuance cqsts) are being:amortized over the life

of the rehfleØ debt using the str~ight-!inemethod.

G. Capital Assets

Capital assets are reported’ at actual cost. Donated assets. are reported, at estimated fair
va!pe at the time received. The. Depprtment capitalizes all land and buildings regardless of
cost an~1all other property, plant and equipment valued at $5,000 and above. Costs for
internally constructed capital assets include material, direct labor, engineering, interest,;and
allocated portions of other indirect bosts related ~pthe constructibpprojects.. Depreciation of
such assets is chargeq as an expense against operations. These’ assets are depreciated
qver their estimated useful lives using the straight-line methoq. The estimated usefiçl lives arp
as follows:

Treatment facilities and equipment 3 tp:50 years
Convey~nce‘system~ 50 years
Solid wéste transfer stations 50 years

H. Compensated Abseflces’

Compensated absences consist of annual leave and ‘a calculated amount of ~sick.ieave
eqrnçd ~y employees based on services already rendered. Employees rrpay’accurnplate up.:
to 240 ‘hours of annual leave, but must forfeit any annual: leave hours in excess of~the
maximum tat are unused at the enl; ~pfthe payrpll period in whicl~i~file . e~p~qyee’s
anniversary date falls.. Upon termination; all unused and unfOrfeited annual Ieave.benefits are
paid to employees. Accordingly, annual~leave benefits are accrued as a liability in the
financial statements. Employeeè may accumulate ‘an unlimited nunjber of: ~ick leave hours.
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Pima County
Department of Wastewa;er Management

Notes to Financial Statements
June 30, 2003

Generally, sick leave benefits provid~for ordinary sick pay and are cumulative, but do not
vest with: employees apd therefore, are not accrued in~thefinancial statements. However, for
employees who retire with 20 years or more of continupus service or who have, a combined
total of age and years of service equal to 80. points, and, who retire .from service into the
Arizona State R~tirementSystem, sick leave benefits do vest and, therefore, are accrued.

I. COnstruction COntract Retentions

The Department has numerous construction projects in process. The Department retains .a
percentage of each progress payment until the project’s successful completion. In some.
instances; contract retentions are ‘deposited in escrow accounts so contractors may.earn
interest during the~constructionperiod:

J. Deferred Interest Expense

For advance refundings resulting in defeasance of debt, the difference between the’
reacquisition price and: net carrying amount of the old debt is deferred and amortized ~asa
component of interest expense over the life of the~refunded debt or the’ refunding debt,,
whichever is shorter. This deferred amount is reported as a deduction from the new debt
liability on the statement of.net assets.

K~Revenues

Sewer utility billings are b~sedOn, the contenLand volume, of wastewater discharged qnd a
minimum charge for seryice.. Solid waste fees area based: ~onlandfill lqcation, weight; of
disposed material, and material type.

Land developers contribute capital~‘and aid in the construction of certain portions of the
conveyanoe systems. Contributions are recorded as an increase in net assets at their
estimated fairvalue. In those instapces where a developer makes enhancements that e~cceed
the requirements fpr the conveyance systems, the Department establishes reduced fees and
credits that can be used to.offset future fees charged to developeçs for each new connection
to the conveyance systems. These credits are recorded: as deferred sewer connection’
revenue a,nd recognized as income when connection~permitsare issued?

Sewer connection fees are assessed to land developers based On; the type and number of
fixtures’ attached to the conveyanqe systems. Fees,are established at a level to provide for
the recovery of, the Department’s operating exppnses that are not recovered by the sewer
utility service fees. Accordingly, fees collected are claSfied as nonopecating revenues.

10



Pima County
Department pf Wastewpter Management

Notesto Financial; Statements
June 30, 2003

Note;2- Cash and Qash Equivalents

Cash and cash equivalents consisted of the following amounts:

Current assets:
Cash on. hand
Cash and investments held by the Pim~county Treasurer’
Investments with State Treasurer

Total current cash and cash~equivalents

Restricted assets:
Cash and investments held by. the’Pima County Treasurer
Deposits held in escrow accounts

Total restricted cash and cash equivalent~’

Total cash and cash equivalents

$ 3,850
864,313

_~98,i04
966,267

4,914,432
2,987:679
7:902,111

Th~Department’s cash and! investments held by the Pima. County~TEeasurer represent a
proportippe~teinterest in the County Treasurer’s investment pool portfolios. This portion is not
identified with specific investments and is not sybject.to.custoc~ialcredit risk.

In additiori,~the investments with the State Treasurer represeq~investments’ in: The State’
Treasurec’s Local Government Investment PóoL~The’ State Board of Investment provides
oversight for the State Treasurer’s pqols, and’ ;he Local GOvernment Investment POol:
Advisory Committee provides consultation and advice tp: the Treasurer. The fair value :of a
participant’s position ‘in the pool approximates the value of that participants pool shares.
Those shares are not identified with specific investments and are ,pot subject to’custodipl:
credit risk.

Of the deposits~held in escrow by financial instituqons, $100,000 was covered by federal
depository insurance apd $2,887,679 was uninsured apq, uncollaterpliz~d.
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Pima county
Department of Wastewater M~nagement

Notes to Financial Statements
June 30, 2o03

Note’3 - Capital \sset Activity

Capital asset activity for the year ended~:June
schedule:

30,~2903,; is presented. ~‘in the following

Capital assets not being
depreciated:’’
Land and other improvements

Constructionin progress
Total capital assets not being

depreciated

Capital assets being;depreciated:
Transfer stations

conveyance systems
Treatment facjlities
Equipment

Total capital assets ~eing
depreciated

Less accumulated deprecialon for:
Transferstations
Conveyance systems

Treatmen;,facilities
Equipment

Total ‘accumulated
depreciation

Total capital assets being
depreciated, net

Total capital assets, net

Balance
July.1,2002

Balance
Increases Decreases June 30, 2003’

(1 ,209;928)

2,168,380
399,746,492

214,255,956

(645,017) .,~ 16,982,581

(645,017) ,,~fl153,,409

(57Z616)

(135,081,509)
(83,615,223)

________ (10,029,582

)

431,882 S29,29Q!3P~

403,854,479’

$(401,8j,~

M01,813)

$ 1,1,958,225
136,170,979

148,129,204

$ 99,278
6~~5,801

62,785,079

12,929,925
18,923

~

_1’5,141,041

$~11,858;947’
73,886,991

85,745,938

2,168,380

386,816,567
214,237,033

14,835,405

618,057,385

(530,141)
(126;621 .930)

(76,509,95Q).

(9,117&14,

)

(212,779,843

)

405,277,542

,$ 491.023.480

(42,475)

(8,459,579)

(7,105,265)

(1,343.650) _431,882

- (16,950,969)

$ 61.575A51
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Pima County
Department of Wastewater Management

Notes to FinanCial, Statements
Jiinie 30, 20O3~

The following scheduI~details the Department’s long-term liability aqd obligati~i~activity for
the year ended June 30, 2003:

Sewer revenue bonds
Less unamortized deferred

amounts
Total revenue bonds,.

payable
Wastewater loans payable
Less unamortized deferreçl

amounts
Total loans payable
Landfill closure and

postclosure care costs
Cbñstructjonccntract

retentions payable
Total long-term, liabilities

Balance

July 1. 2002,

$ 73,440,000:

5.628,968

67.811.032
51j820,270. $ 9,745,533

364,323 __________

57.455.947’ ‘9.74&533

14,568,670 1,078,282

Sewer Reyenue Bonds—The Department has issued several series of se~~r~yenue,bonds’
(Series 1993, Refunding. 1994A, Series 1994B,; Series 1Q98, and Series’ 2001) to provide
funds for the defeasance of prior sewer revenue bonds, theconstruction ofa,utility plant, and
improvements to the sewer system. The bonds are call,qble at y9rious price~4epending on
the date of call: ln~ereston the bonds is payable semiannually. Of the total amount originally
authorized, $23,910,000 from the May’20, 1997, bond election remains unissued.

Loans Payable—The ~~partmenthas entered into three loan agreements with the Water:
Infrastructure Financing Authority, of Arizona (1996; 1997, and 2000, loans payable) to provide
funds foE, the defeagénce of pripr sewer revenue bonds, anq thp, constiuctidn and
improvement ,of ‘wastewáter treatment facilities, Interest is payable semiannually and is
calculated based oritthe principal amouht of the loap outstanding during such period.

At June 30,3 2Q0~the Department has drawn down only $54,009,932 of the $61,180,286
authorized loan amount for the 2000 Water Infrastructure Financing Authority of Arizona loan.
Payrpepts of principal, which are subject to change, are based upon the total amounts
drawn.

Note 4 - Long-Term Liabilities

increases Decreases
Balance

June 30. 2003.
Due Within

1 year -‘

$5,200,000 $ 68,240,000 $4,965,000

,,A87,030 5141.938 _________

4,712,910
3,686,774!

36,432
SO.34t

992.349
$9.355.6~1,

3,684,792
,$1~ 8.441

63,098.062’ 4,965,000W
63,879,029~ 4,2~9,721

327,891 _________

63.551.138 _4169.121

1 5,644,952

6,848,853 _________

$1 49.143.005, $%234.721
4.156.410

S144980,22S
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Pima County
9epartment of Wastewater Management

Notes to Financial Statemenks
June 30, 2003

Debt Covenants—All revenueS bonds. were issued and th? Iqan agreements were executed
with a first lien on the first pledge of the DepartmenEs net revenues and have restrictive
covenants, primarily related to minimum utility rates and limitations :0n ‘future bond jssues.
The bond covenants’ also require the Department to ~eithermaintain’ a surety bond
guaranteeing the payment of annual debt service yr to maintain in the Bond Reserve Account
mopies equal~to,theaverage annual debt service payment. At June 30, 2003, the Department
had a surety 1~pndin place to meet the rçquirements of the debt covenants. The Depart~nent
is also authorized to issue additional parity bonds if certain conditions aremet (primarily that
net revenues for the fiscal year immediately preceding issuance of the parity bonds exceed
120 ‘percent of the maximum annual debt service requirements imrnediately after such
issuance).

Bonds and bars outstanciing’at June 30, 2003, were.as follows:’

Pe~ripSn

Series 1993
Refunding 1994A
Series 1994B
Series 1998
Refunding 2001
Total bonds payable:

Interest
Rates

5.6-6.5%’
4.5-5.0%

5.5%
4.0-53%
4.0~5.4%

Matupity
Dates -

2004 -2005
2004 -2015

2004
2004 -2015
2004 ~-2015

Outstanding
Prinpipal

June 30, 2003

$ 615,000,
25,520,000

580,000
23,395,000’
18,130,000

saz4o,00

1996 loan payable
1997 loan. payable
2000. loap. payable
Totai loans payable

2004 -2012
2004 -2011
2004-2016

1,1,313,350
4,757,899

47,807;78o
$63,879;029

‘3.19%
2.95%
2.02%
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Pima Qounty
Departmentof WasteWater Management

, , Notesto Financial: Statements
June 30, 2Q03.,

Revenue bond,debt service and loan payrrient~requirement$to maturity3 are as follOws:

RevenueBond Debt Service , RevenueLoan DebtService
il!rincipal ‘ Interest ~Principal , . Interest

Year e~ØingJune 30, ‘ .

2004 $ 4,965,000 $ 3,315,426 $ 4,269,721 $ 2,350,906.
2ÔÔ5 4,59$Mp0 3,067,341 4,950,734 2,194,315
2006 4,470,000 2,841,886 5,502,95Z ~ 2,012,687
2007 5,525,000 2,622,699.~ 4,892,394 1.810,721
2008 5,800;000 2,340,529. ~ 5,098,403 1,631,275
2009-2013 28,990;000 7,580,549;! 3O,0~3,570 4,955,200
2014-2016 13,895,000’ 1,O64i4~. __9111,250 480.949

Total $68,240,000 S22~B3~~ç’Sfi3~879.02~ 111.436.053

Refunded Sewer Revenue Bonds OUtstanding—The Department used the proceeds of. the.
1996 loan payaL~leto ‘refund certain sewer revenue ,bond~.The. proceeds weEe used to
purchase U.S. government securities, which were plaqed In irrevocable trustswith the escrow
agents to provide for fUture debt service paymepts!on’the refundeçl bonds. Acpordingly, the;
trust account assets of $2,952,256 and. the liability jbr the defeased; bonds listeø:below are
not,included in the Department’s financial stqteiyjehts:

Outstanding
Interest Maturity Principal

Description’ ____ Dates June 30, 2003

Series 1993 5.0-5.9% 2006-2012.: $2,845,000

Landfill Closure and Postciosure Care Costs—State anq federal laws and regulation~require
the Departmept to place a final cover on its solid waste landfill sites wh9n th~sesites stop
accepting waste and toperform certain n)?!ntenance and monitoring functipns at the sites for
30 years after closure. Althougfrclosure and postclosuré care costs will not be paid until near
or afte~the date that the .iandfill, stops accepting waste, the Department reports aportion of
these closure apd postclosure care costs in each operatipg’ period’ ev~ri;though actual
payouts will not occur until the landfill is closed. The amount recognized each yçar is bpsed
on landfill capacity used at the enØ of each fiscal year. The $15,644,952 reported ps landfill
piospre and postctosure ‘care. liabiIity~at June 30, 2003, represents the cumulè~iveamount
reported to.date based on the use of 90, 99, ançl 18 percent of.the estimated capacity ofthb
Ajo, Sahu~rita,.and Tangerine landfllI~respdctively.~The Department will recognize tjle
remaining estimated cost of closure and ‘po~closure.care of $3,309.6Q7 as the remaining
estimated capacity of eagh Iandflll is filled.. These amour~tsare based on what it would cost
to’pçrform all closure and postciosure care in fiscal; year 2003. The Department expects to:
close the Ajo, Sabuarita, and Tangerine,. landfills’ ‘ip the years 2007, 2003, and 12008,
respectively, aqd actual costs may be higher due to; inflation, changes in technology, o1
changes in regulations.
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Notes to Financial Statements
June3Q,200a

According to state anc~federal laws and regulations, the County must comply wi!h the, lpcal
government financial test requirements that asspre the County can meet the costs of landfill
closure,’ postclosure and: corrective act~prpwhen needed. The County is in compliance with
these requiremehts.

El Camino del çerro Landfill stopped accepting waste during 1978 and is not subject to’ the
state and federal regulqtions. referred tq ~above. However, the. Arizona Department of’
Environmental Quality ~ADEQIhas filed a complaint pur~uantto other state and federal laws
alleging that hazardous substances have been released at the landfill. The County has
entered into settlement I3egotiations with the /\DEQ’ to resolve the cleanup litigation. The
County has also voluntarily incurred,cleanup expenses for a soil vapor extractiqn systçm, .a
series of drainage improvements, a re-grade of the . landfill cap, ~nd: groundwater
renjediation. No liability has been, rpcognized un the financiai~ statements because Uje
outcome of the litigation is uncertain. The County’s: cleanup costs could total $3.6 million;
and county management plans tp, finance any required, cleanup costs through future bond
issues.

construction Contract Retentions: Payable—State laws and regulations require. the
Department to withhold a portion’of progress paynjepts, made on copstruction contracts until
the successtul completion of the construction project.’

Note 5 - Due To OtherPima County. Funds

Amounts çjue to ‘other Pima County funds at June 3p, 2003, include $10,843,386 due. to the:
General Fund, $68,305 due to. the.Special Revenui Funds, and $55,?81 due to the Capital
Projects Fund;;Qf:the amount due to the General Fund, $10,823,837 represented ~. shOrt-
term loan to eliminate a negative cash balance withip. the Department. This cash deficit can
be eiimii~atedin~the future through~normal operatipns or by operating transfers from the
General Fund.

Note 6- Related IParty TYansactipns

Administrative and Fiscal Services—The Department incurred expenses from Pima County
for a variety of administrative and: fiscal services,~including. $1,676,352 for the allocation of
overheqq; $763,916 for self-insurance premiums; $2,735,128 for interdepartmental supplies
and services charges; $1,834,037 for motor pod charges; $419,511 for professional.
charges;~$400,357 for repair and maintenance charges; $?4.867 for printing: charges; and
$445,082 for miscellaneous other charges.
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Department of WastewatS Management

Notes to Fi~anciaI‘Statements
June ~3O,2003

PublicWorks Center—The Dèpa~tmentoccupies a portion of the Public Works Center apd
pays rent based pn a pro rata’share of the buildingexpenses incuripd by the Pima County
Facilities Mapagementdepartment. The Departments, rent expensp totaled $449,607 for the
year enc$d June 30, 2003.

Note.7 - Significant Commitments

Commitments under construction contracts at June 30, 2003, totaled $40,370,425.

Note 8 - Risk Management;

The Department is a participant in Pima County’s self-insurance program. The County’s selfr
insurance. program covers the Department for risks oft loss,relatéd to torts; theft of, damage’
to, and destruction of assets; errors and omi~ions;;~injude~to, employees; and natural
disasters. lp:the opinion of the Department~smanagement, any unfavorat?le outcomiles from,
thepe types of risks would be covered ‘by that, self-insurance program. Accordingly, the
Department has no risk of loss beyond qdjustments to, future years’ premium payments to
Pima County’s selfrinsurancç~progI~ni.~All estimated losses for these unsettled claims and
actions of. Pima County are determined on an actuarial basis and; are’ inclUde I; in the Pima
County Comprehensive Annual Financial Report.

Risks of loss arising from contractual breaches are not covered, by the County’s ,self-
iqsprance: program or commercial insurance. The Department’s; management does not.
believe that these types of losses woulçl be material to the financial statements; therefore, no
accrual of losses has been made, witl’jii3 the financial statements. At June 30, 2003, there
were no material~lawsuitsrelatedto contractual breaches.

The Department has received a .Nqtice of Violation from the ADEQ that pou!d result in various
penalties, fines or remediation: requirements as a result of the Northwest Outfall sewer lineS
failure, which; ruptured on ~epte~ber7, 2002, causing several sink holes and discliärgipg
raw sewagp into the Santa Cruz River. Thp Department Is currently in a 90-day negotiation
period with ADEQ, and i.~unable to speculate on a possible settlement ‘ag~eemen~P! the
resylting. financiaL impact of any such agreement;at ,this time. Previous, Notice; of Violations.
received1 by the Department have not SuIted in financial penalties, however the violatiqns
were not of the same.m~gnkudeas the most recent sewer line failure. Apy loss ipcurredt~y.
the Department foç ~thesewer rupture will not be covered by the County’s self inspr~pce’
progr~rotsincethat progr~r~does not cover risks of loss relateçl to maintenance issues;
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Notes to Fiç’iancial Statements
June 3Q~2003’

Notp~9 - Iptergovemmental Agreçment

The City of Tucson, M~tropolitanDomestic Water Improvemeni Distript (MDWID) and Oro
Valley Water provide sewer utility billing and collection services certain computer services
accounting informatiop, and staqstical data to: the Department. During: :tlie year ended
June 30, ?003, the Department paid fees totaling $i.,~360,443 $107;1 11, and $97,917:
respecth’ely, for such services. As part of it~agr~ernept,the pity of Tucson inyests cash
collected from utility customers and held for remittance 1o the Department. Interest earnings
on such investments are remitteçl to tl)b Department. The MDWID and: Oro Valley Water
submit cash receipts to the Department, regularly. However, cash collections are not
invested, and therefore, neither MDWID or Oro Valley Water remit interest to the Department.

Note 10- Segment Informatiop

Liquid Waste, a division~of the Departm~nt,is reported; within: the’ DepprtmenCs. enterprise
fund. Liquid Waste operates the sewer system whith provides ~astewatqr coliection,
treatment, and. di~posaI:throughout Pima County. All revepii~sgenerated by the owr3ership;
use, and operation, of Pirna countls sewer system are pledged ip support of sewer system
debt. !n addition, debt covenants require sewer system revenues, expenses, gaips, losses,
assets, and !!abilities to be accounted for separately. As a result, condensed financial
information for Liquid Waste is presented in the foUqw~ngtables:

Condensed Statement of Net Assets

Assets
Current assets
Due from other Pima County unds
Restricted assets
Capital assets, netof accumulated depreciation
Other~noncurrent assets

Total assets

Liabilities
Current liabilities,.
Due to other Pima County funds.
Noncurrent liabilities

Total liabilities

Net’Assets
Invested in capital assets, net of related debt
Restricted
Unrestricted deficit

Total pet assets

Liquid Waste

$ 7,286;464
1,675

7,922,063
540,657,461

848,259
556,715,922

21,594,026
10,963,213

124,263,332
156~82O,571

414,856,520
7,922,063

- (22,883,232),

,

S3~9,B95,351
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Pima County
Department of Wastewater Management,

Notes to Financial Statements
June 30, 2003

Condensed Statenjent of Rever!ues,’ Expenses.
and Changes in Fund Net Assets.

Qper~tingrevenues (expenses)
Sewer utility’ service
Other operating revenues
Dé~reciation~expense
Other operating expenses.

Operating loss

Nopopera~ngrevenues (expenses)
Sewer connection, revenue
Other nonoperating revenues
!nterest expensa.
Other nonoperating expenses

Capital àontributions
Extraordinary item—loss from State Treasurer’s Lqcal

Government Investment Pool

Liquid Waste,

$ 45,318,741
1,157~352

(16,364,451)
_(46,377;358),

(16,265,716)

20,279407
1,281,919~’

(5,271,123)
~239,l52)

1 2,473;664

(1,186:975)

Change in net: assets 11,072,224

Net assets, July 1, 2002

Net assets, June 30, 2003

Condensed Statement of Cash Flows

388,823.127

S399.895.351

Net cash provided by (used for)
Ope~tingactivities
Noncapital finapcingactivifles
Capitai~nd,related flnancing activities
Investment activities~

Decrease in cash.;

Cash and cash equivalents, July. 1, 2002

Cash and cash equivalents, June 30, 2003~

$ (31,576)
13,240,942

(43,07~,177)
(97,048)’

(29,962,859)’

37.867.420

1L904L~6’l
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Pima County
Department of Wastpwater Management

Notes to Financial Statements,
June 30, 2003

Note 11 - Retirement Plan

Plan Description—The. Department çontributes.to a cost-sharing multiple-employer defined
benefit pepsion plan admipistered by the Arizona State Retirement System that covers
general .employee~of the Department. Benefits are established by state statute and generally
provide retirement,; death, long-term disability, survivor, and health insurance: premium
benefits. The System is governed by the Arizona State, Retirement System: Board according
to th~provisions of Arizona Revised Statut~sTitle 38;Chapter 5, Article ~2.

The System issues a publicly, available annual financial report that ~includesits financial
statements and, required supplementary information.; The most recent report may be
obtained: by writing the, System, 3300 North Central Avenue, P.O. Box 33910, Phoenix,
Arizona 85067-3919, or by ca~Iing(69?) 240-2009 or (800) 621-377&

Funding Policy—The Arizona State Legislatpre establishes and may amend active plan.
m9m~ers’andthe Dep~r~rpent’scontribution rates.~For the year ended June 30, 2003, active
plan mem~ersand the Department were each required by statute. to contribute at the
actuarially, determined rate of 2,49 percent (2.00 percept retirement apd 0.49 percent long-
term disability) of the members’ annual covered ppyroll. The Department’s contributions to
the: system for the years ended Jpne ‘30, 2003, 2092,’ and 2001, were $495,645, $449~580,’
and $427,785, respectively, which were equal to the required:contributions for the year;
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Pi:rna’ County
Depprtment of Wastewater Management

Combining Statement of Net Assets
June 30, 2003

Assets
Current assets:

CasI~,and cash.equivalents.
interest receivable
Accounts receivable, net
Due from other Pima County fund~
Intrafund due from (due to)1,
Due frontother governments
lnven~oryof materials and supplies

Pmepaid expenses
Total. current assets

Noncurrent assets:
Restricted assets:

Cash and cash equivalents:
Restricted for debt service
Restricted for operation and maintenance
Held in escrow as construction contract retentions

Interest receivable
Total restricted assets

capital assets, net of accumulated depreciation
where applicable:

Lapd and, other improvements
Solid waste transfer stations, net
~onveyancesystems, net
Treatment facilities, net
Eq!Jipmept, net
Construction in progress

Total capital assets, ne;.

Deferred financipg costs

Total noncurrent assets

Total assets.

Liquid Waste Solid Waste

$ 2,450
3,946

6,413,912
1,675

(1,955,798);
87,517

11,958225.

1,595,764
264,664,983’
130,640,733

1,889,819 6,952,999~
___________ 136,170,979~

11326,222 551,983,683

- 848259 848,259

.

549;4’27,783 1.1,326222 560,754,005

$556.715,92? $14,900~154 4571 .616,076,,

(Continued)

$ 963,817’
3,075

445,851

1,955,798
200,000

5,391
3,573,932~

Total

$ 966,267
7,021

6,859,763
1,675

287,517
2,610,95j;

128,877
10;862,071~

1,245,429
3,669,003.
2,987,679.

19952
7,922,063.

2:610,951

123,486.
7,288,13~

1,245,429’
3,669,003

2,987,679
19,952

7,922,063.

4,117,586

264,664,983
130,640,733

5,063,180
136.170,979
540L657,461

7,840,639
1,595,764
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Pima~Cbunty~
Departmpnt pfWastewater Management

Combfrñng Statement of Net Assets
June 30; 2Q03

(Continy,ed~

Liabillties Uquid Waste SolidWaste Total.

Current liabilities:,
Accounts payable
Accrued payroll and employee benefits
Due to other Pirna County funds
Interest payable
Current portion of sewer revenue bonds payable
Currpnt portion of wastewater loans payable
Deferredsewer connection revenua
Deferredsludge haulipg revenue

Total current liabilities

$ 8,066,815
2~,933,598’

10,963,213
11,714

4;P~5,Q00:
4,269,721
1,346,678

500,
32,557,239,

$ 3Q4,997
213,3j0

4,459

522.766

$. 8,371,812

3,146,908
10,967,672

11,714
4,965:000.
4,269,721
1,346,678

500~
~~.080;005

Noncurrent Iiabil!!ies:.
construction contract retentions, payable
Landfill closure and postclosure care costs payable
Sewer revenue bonds payat~le,less current portion
Wastewater loans payable, less current portion
Deferred interest expense and boncL discount

Total noncurrent liabilities

6,848,853
15,644,952
63,275,000
59,609,308
(5,469,829

)

139.908,284

Total liabilities 1 56;820,571 16,167.718 - 172,988,289

Net Assets

Invested in capital a~ssets,net of related debt
Restricted for:

Debt service
Capital projects
Wastewater management

Unrestricted deficit

Total net assets $39La9.&351 ‘ $ ft267:5643. S398.627.7$i

6,848,853

63:275,000.

59:609,308
(5:469,829

)

124,263,332

15,6441,952

15,644,952

41 4~856,520 11,326;221 426,182,741

1,245,429 1,245,429
3,007,631 3,007,631
3,669,003 3,669,003’

(22.883,232) (12.593,785); (35,477~017.)
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Pima: County,
Department ,of Wastewater Management

Combining Statem?nt. of Revenu,es, Expenses,
and Changes;in Fupd, Net Assets

Year Ended June 3W 2003

~q~$d Wástg Solid Waste Total —

Operating revenues:
Sewer utility service $ 45,318,741 $ 45,318,741.

Solid.waste fees ‘ $ 5,690,740 5,690,740

Engineering review and insppction fees 245,820; 245,820
Permits and fines 91,024 91,024
Other income 820,508 50,277’ 870,785,

Total operating revenues 46,476,093 5,741,011 52,217,110:
Operating expenses:

Employee compensation 23,369,57’2 2,008387 25,377,959
Operating supplips 5,226,695.! 1,117 5,227,812
Utilities 1,921,413 55,171! 1,976,584

$iudge and’refuse disposal 2,052,083, 189,771: 2,241,854
Repairs and maintenance 4,700639 404,700 5,105,339
Lan4fi!l closure and postclosure care costs, 1,078,282 1,078,282
General and administrative . 6,409,429 1,616,356’ 8,025,785
Consultants and professional services 2,697,527;. 948,796’ 3,646,323
Depreciation , 16,364,451 306,047 16,670,4911

Total operating. expensçs
Operating loss

62,741,809
~16,265jTh~

6,608,62’i
(867,610)

- 69,350,436

(17,133,326]

Nonoperating rev6nues (expenses):
Grant revenue 303,934,~ 303,934.
Interest income 937,985 36,364 1,014,349
Sewer connection:revenue 20279,697 20,279,607
State-shared,tax revenue 958,603 958,603
Loss on,disposal of equipr~ent~ (150,507) (62,628) (213,135)
Interest expense (5~271,123) (11) (5,271,134)
Amortizationof deferred charges (88,645) (88,645)

Total nonoperating revenues (expenses)’ 16,051,251 932,328 16,983,579

Income (loss) before capital contributions and
extraordinary item (214~465) 64,718 (149,741):’

Capital contributions 12,473,664. 1,228,477 13,702,141
Extraordinary. item~—lpssfrom State Treasurers Loqal

Government Investment Pool (1,186,975) — (76,193) - (1,263,168).

Increase in net assets 11,072,224 1,217,002 12;289,226

Net assets—July 1, 2002 388,823,127 (2~484,566) 386.338,561

Net assets—June 30, 2003’ $399,895,351 $(1267.~fi4) ~9~.62771
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Pirnacounty
Departmentof Wastewater Management

Combining Statement of Cash’ Flows,
Year Ended June30, 2003,

gash flows from operating activities:
Receipts from customers
MisceI~aneousreceipts
Payments to suppliers for googJ~and,services
Payments to oth�~rPima County funds
Paymentsto employees

Netcash provided by (useçl for) operating actiyitiqs ___________ __________ ___________

Cash flows from.noncapitai finqpcjng activities:
Noncapital grant receipts
State-shared tax receipts
Net intrafund borrowings
tJet interfund borrowings

Net cash;provided by (used for): nonc~pitaI
financing activitie~ ___________ __________ ___________

Cash ~1lowsfromcapital and‘rclated financing activities:
Proceeds from is~uingsewer bpnds and loans
Sewer corjnection receipts from customers
Purchase and,construction of capital assets
Principalpayments oq revenue bonds and loans

Interest payments on revenue bonds and loans ___________ ___________

Net cash;used ~qrcapital. and related
financing activities ___________ __________ ___________

Cash flows from investing acivi!~es:
Loss.on investments
Interest received on investments ___________ __________ ___________

Net cash us~dfor investing activitjes ___________ __________ ____________

Net decrease in cash and cash eqpivaients

Cash and cash equivaJents, JpIy 1, 2002 37L867,420 1,696222 39,563,642

Cash and cash equivalents. June 30, 2003 $ 7.904.561 $ 963131 1 8.’868~3jQ

(Continued)

Solid Waste

$ 5,616,372
50,277

(1,464,184)
(1,572,898)
(1,989,816

)

639,751

958,603
(1,955,798)

983

(996,212)

Total -,

$ 51,598,819
2,449,039

(‘I 9,752,’290~
~8,814,623)

J24,872,770)
608,175

303,934
958,603

10,982,193

12,244,730.

liquid Waste

$ 45,982,447
2,398,762

(18,288,106)
(7,241,725)

(2~,882954

)

(31,576).

303,934

1,955,798
10,981.210

13,240,942’

9,745,533
I 9,701,257

(58,892,987)
~8,886,774)
(4,742,206

)

M3.07&177)

(1,186,975)
1,089,927

(9L048)

9,745,533
19,701.257

(334,772) (59,227,759)
(8,886,774)’
(4,742106)

(334,772)

(76,193).:
35,021
(41,172:

J4~409,949~

(1,263,168)

1,124,9411
(138,2201

(29,962,859) (732,405) 0,695,264)
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Pima COunty;
Departmentof Wastewater Management

Combining Statement of Cash Flows
Year Ended June 3O;~2O03

(Continued)

Reconciliation of pperating loss to net pash
provided by operating activities:

Opera;ingloss

Adjustments to recpncile pperating loss to

net cash pro’vided by (used for) operating activities:
Depreciation

Landfill closure and postclosure care costs
Changes in assets and liabilities:

Decrease (increase) in assets:

Increase (decrease) in liabilities:

Accounts payablp
Accrued payroll and’ employee benefits,
Due to pther Pima County funds __________

F~Jetc~sh,provided by (used ~or’)operating activities ___________ ___________

l~Joncashinvesting, capital, and noncapital financing activities:

Du[ing the year ended June 30, 2003, Pima County transferred capital assets with a, net book value of.;
$1.’,Z28,477 to the Solid Waste Division. This transaction was recorded as a capitai:contribution.

During the year ended June 30, 2903, the Solid .Waste Division retired; capital assets with a pet’ book’
yalue of $62,628,, resulting ip.a loss on disposal of equipment.

During the year ended Jyne 30,~2003,the Liquid Waste Division, retired capital a~se$with a net book
value of $150,507, resulting in a loss on disposal of equipment.

Duripg the year ended June 30, 2003, developers conveyed’capital assets with1an estimated :fair value
of $1 2:473,664 to the Liquid Waste Division. This transaction was recorded as a c~pitalcontribution.

liquidWaste Solid Was~ - Total

$(1 6265,716) $ ~867,61O~$(1 7,1 33;326):

16,364,451 306,047
1,078,282

Accounts receivable.
Du~from other governments
Inventory of materials and’supplies
Prepaid expenses

1,578,255

326,862
(54,092).
(44,5081

(2,423,446)
486,618

1,6,670:498’:

1 ,078;282

1,497,046
333,702

(54,092)
(47,448)

(2,236,910)
505,189,

(4,766)

(81,209).
6,840

(2,940~’

186,536
18,571

$ (31,576) $ 63911.51 $‘ 608.115
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COUNTY ADMINISTRATOR’S OFFICE
PIMA CouNT~1’côVSIM~TALdENTER
130 W. CO,,,,NGFtESS,TUCSORAZ 85701-1317
(520)740-8661. . ~, , . FAX ç529)‘i~4O-8171

C.H.HtJCKELBERRY ‘ ‘ . ~

countyAdministrator

Deccmber1, 2003

TheHonorableBoardofSupervisors
PimaCounty,Arizona

We are pleasedto submit,in accordancewith statestatutes,the ComprehensiveAimual FinancialReport
(CAFR) of PimaCounty,preparedby the FinanceDepartment,for the fiscal yearendedJune30, 2003.
This reportpresentscomprehensivefinancial andoperatinginformationaboutthe County’sactivities for
thefiscal yearthat is usefulto its propertyowners,businessesandotherresourceproviders.Responsibility
for boththeaccuracyof thepresenteddataandthe completenessand fairnessof thepresentation,including
all disclosures,restswith the County.

This reporthas beenpreparedfollowing the standardsadoptedandpromulgatedby the Governmental
Accounting StandardsBoard (GASB). This is the secondyear the County has implementedGASB
Statement34, BasicFinancialStatements-andManagement’sDiscussionandAnalysis-forStateandLocal
Governments.As such,the CAPRhasbeenorganizedto complywith newreportingrequirementsas well
as conceptualchanges.The Management’sDiscussionandAnalysis (MD&A) section,which begins on
page 13, was introducedlast year. The MD&A provides additional information to assistreadersin
understandingthe financial positionof theCountyas of June30, 2003.It providesa narrativeintroduction
andoverview to assistin the interpretationof the basic financial statementswhile also providing an
analysisofkey datapresentedwithin thebasicfmancialstatements.

We believe that the financial infonuation,as presented,is accuratein all material aspects;that it is
presentedin a mannerdesignedto openlydisclosethe financialpositionandresultsof operationsof the
County as measuredby the financialactivity of its various funds; and that all disclosuresnecessaryto
enablethereaderto gainthemaximumunderstandingof theCounty’sfinancialaffairshavebeenincluded.

TheCAFRconsistsofthreesections:

• TheINTRODUCTORYsection,which familiarizes thereaderwith theorganizationalstructureof
the County,thenatureandscopeoftheservicesit provides,andthespecificsof its legaloperating
environment.

• The FINANCIAL section,which includestheindependentauditor’sreport,MD&A, auditedbasic
financial statementsand notes to the statements,required supplementaryinformation, and
supportingstatementsandschedulesnecessaryto fairly presentthe fmancialposition andresults
ofoperationsof theCountyin conformitywith generallyacceptedaccountingprinciples.

• The STATISTICAL section, which contains comprehensivestatisticaldata on the County’s
financial,physical,economicanddemographiccharacteristics.



PimaCountyandits Services

PiniaCounty is situatedhi thesouthernpartof Arizonawith a portionof its southernboundarybordering
Mexico. TheCountywasorganizedin 1864undertheArizonaTerritorialLegislatureas oneoftheState’s
four original counties.

A five-memberBoard of Supervisorsis responsiblefor implementingthe County’s governmentaland
administrativeaffairs. Eachmemberof the Boardis electedfroma designateddistrict toservea four-year
term. The Chair is selectedby theBoard from among its members.The Board is also responsiblefor
establishingthe policies of the County,which provide guidanceto the various County constitutional
officers anddepartments.The Boardappointsa CountyAdministrator who is responsiblefor the general
administrativeandoveralloperationsof thevariousdepartmentsof theCounty.

PimaCounty includesin its financial statementsall funds,agencies,boards,coimnissionsandauthorities
for whichthe PimaCountyBoardof Supervisorsis financially accountable.As theprimary government,
PimaCountyis financiallyaccountableif it appointsa voting majorityof anorganization’sgoverningbody
andeither: 1) it is ableto imposeits will on thatorganization,or 2) apotentialexistsfor thatorganization
to provide specific benefits to, or impose specific financial burdenson, the primary government.
Additionally, the primary governmentmay be financially accountableif an organizationis fiscally
dependentontheprimarygovernment

PimaCountyoffers awidevarietyofgovernmentalservices,including:

• Justice and Law Enforcement Clerkof theSuperiorCourt,Constables,CountyAttorney,Superior
Court, JuvenileCourt, JusticeCourtsystem,SheriffsDepartment,Indigent DefenseandPublic
Fiduciary

• MedicalServices:PimaHealthCareSystem,includingPimaHealthSystemandKinoCommunity
Hospital, Departmentof Institutional Health, Public HealthDepartment(including Health &
Animal Control)andForensicScienceCenter

• CommunityResources: Superintendentof Schools,CommunityServices,CommunityResources,
CountyFreeLibraryDistrict, SouthwesternFairCommissionandStadiumDistrict

. Public Works: FlOod Control District, DevelopmentServices(including Planning& Zoning),
Transportation,WastewaterManagement(including Solid WasteManagement),Environmental
Quality, CapitalProjects,Automotive Services,Natural Resources,Parks & Recreation,and
Graphics

• CountyAdministration:Boardof Supervisors,CountyAdministrator,Assessor’sOffice, Clerkof
the Board, Elections,Finance,HumanResources,Information Technology,Non-Departmental
(including Contingency), Procurement, Recorder, Risk Management Treasurer, Facilities
Management,CommunicationsandParkingGarages

PimaCountyisalsoresponsiblefor reportingthefinancialactivities of its componentunits.Theseunitsare
eitherdiscretelypresentedor blended.Althoughtheyareseparatelegalentities,blendedcomponentunits
are substantiallya part of the County’s financial activities andare combinedwith datafor the County.
Blendedanddiscretecomponentunits include:

• MetropolitanDomesticWaterImprovementDistrict andMaranaDomesticWaterImprovement
District. Activities of the Districts are reportedas discretecomponentsof the County in the
accompanyingfinancialstatements.
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• SouthwesternFair Commission.Activities of the Commissionare reported as a discrete
componentofthe Countyin theaccompanyingfinancialstatements.

• Municipal PropertyCorporation.Activities of the Corporationarereportedin a specialrevenue
find asa blendedcomponentunit in theaccompanyingfinancialstatements.

• Pima County Stadium District, Flood Control District, and Library District. Activities are
reportedin a specialrevenuefind as a blendedcomponentunit in the accompanyingfinancial
statements.

• Special districts.PimaCountyincludesthe financialactivitiesof variousimprovementdistricts in
its financial statements.Improvementdistricts are establishedto pay for the constructionof
specificpublic worksprojectsthatbenefitcitizensof alimited geographicalarea.TheCounty’s
currentlyactive improvementdisiricts include La ChollaBoulevard,CountryClub Estatesand
CimarronImprovementDistricts.

The County also has various independentlygoverned school, irrigation, fire, and street lighting
districts, and a health district In addition, thereare other entities for which the County is not
financiallyaccountable.Theseentitiesinclude the Industrial DevelopmentAuthority, variouslighting
districts,PimaAssociationof Governments,PimaCouncil on Aging andthePrivate IndustryCouncil.
The financialstatementsof suchdistrictsandentitiesare notincluded in the accompanyingfmancial
statementsexcepttoreflectamountsheldin a fiduciarycapacityby theCountyTreasurer.

EconomicOutlook

According to Arizona‘s Economy,apublication of the University of Arizona’s Economic& Business
ResearchProgram,PimaCounty’spopulationinaeased~2.0%to 904,600personsfor the yearendedJune
30,2003.Overthe sameperiod,percapitaincomerose1.7%to $25,395.

For the Tucsonmetropolitanarea, the researchcenterexpectsnon-farm payrolls to increase 1.5% to
353,100jobsduring 2003.For all of 2003,per-capitawageincomeis forecastto rise 2.6% to $31,326and
aggregateretail salesare forecastto rise3.4%to $9.0billion. Thenumberof residentialpermits is forecast
to decline0.6%to 7,954,signalingamodestslowdownin thehousingsector.

ExpenditureLimitation

Arizona votersapprovedapropositionamendingthestateconstitutionin 1980 thatestablishedrevenueand
expenditurelimitationsfor local governments,includingPimaCounty.

MajorProgramInitiativesandDevelopments

Someof themajordevelopmentsthatoccurredin Pima CountyduringthefiscalyearendedJune30,2003
include:

WastewaterManagement

The WastewaterManagementDepartmentutilized significant resourcesthis year as a result of the
NorthwestOutfallRuptureandRandolphParkRestorationProjects.The NorthwestOutfall Rupture,which
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occurredin Septemberof 2002,led to approximately$16 million of significantrepairsandupgradesof
major sewer lines on West SpeedwayBoulevard. The Randolph Park RestorationProject used
approximately$29 million ofWastewaterManagementresourcesasofJune30,2003,andis expectedto be
completeduring fiscal year2003/2004atanestimatedtotal costof$35million.

CapitalImprovementProjects

The County’sprogressin improvementsof infrastructure,land, and buildingsbasedon the 1997 voter
authorizedprogramis continuingat an aggressivepace. During the fiscal year,the County issued$50
million ofgeneralobligationbondsand$35 million oftransportationrevenuebonds.

For thefiscalyearendedJune30,2003,majorcompletedtransportationprojectsincluded:1) SunriseDrive
betweenSwanand Craycróft Roads;2) ThornydaleRoad betweenha andCortaro Farms Roads;3)
ShannonRoadbetweenmaandMageeRoads;4) SantaCruzRiverflood control enhancementsbetween
Grantand Fort Lowell Roads;5) River Road betweenFirst and CampbellAvenues,and 6) Ajo Way
betweenCountry Club andAlvernonRoads.In addition,La ChollaBoulevardbetweenOniar andMagee
Roadswas significantly complete.

Of the $50million generalobligationbondproceeds,$14.4million was allocatedto law enforcementand
SuperiorCourtimprovements;$16.7million to parksandlandacquisitionfor theCounty’sSonoranDesert
ConservationPlan;$9 million for public health,safety,recreationalandculturalaffairs; and$9.6 million
for road,solid wasteandflood controlprojects.ThesinglelargestprojecttheSheriff’s maximumsecurity
Adult DetentionCenter,is expectedto cost$20.3million andis approximately57%complete.

Duringtheyear, theCountycompletedrehabilitationoftheRoblesRanchHouse.Othercompletedprojects
that werefinancedby generalobligationbondsinclude theDrexelHeightsCommunityCenter~Northwest
CommunityCenterandPoolcomplexandtheFairview-LimberlostDrainageImprovements.

SonoranDesertConservationPlan

BackgroundandPurpose:ThePirnaCountyBoardofSupervisorscontinuesto supporttheSonoranDesert
ConservationPlan (SDCP). This comprehensiveplan aims to: (I) preventurban sprawl throughthe
protectionof naturalandculturalresources;(2) providea basisfornaturalresourceprotection;(3) leadto
the recoveryof thepygmy owl andotherspeciesprotectedundertheEndangeredSpeciesAct (ESA); (4)
stabilize the ecosystemandplant communitiessupportingindigenousplantsandanimals and mitigate a
needfor futureendangeredspecieslistings; and(5) leadto the issuanceofa regionalconservationplanthat
balancesenvironmetital and economicconsiderations.In 2001 and2002,partsof the Planwere adopted
intoPimaCounty’sComprehensiveLandUsePlanandupdatedin accordancewithstatelaw.

Scope:TheSDCPis acountywideplanning effortaimedatresolvingcomplianceissueswith theESAand
balancingthe economicneedsof the community.The 9,184-square-mileprojectareacoversall of Pima
County andencompassesfederal,stateand tribal reservationlands.The Plan’sscopeis roughly 10 thnes
theareaof SanDiego County’smulti-specieseffort. The Planhas receivednumerousstate,regionaland~
nationalawards,includingtheAmericanPlanningAssociation’sOutstandingPlanningAwardfor 2002,the
ArizonaPlanningAssociationAward for Multi-Agency Coordinationin 2001 anda numberof awardsfor
technicalmerit

RecentDevelopments:During 2003,the SDCP’ssteeringcommittee,comprisedof over70 community
members,voted to supportthe Plan andaskedthe Boardof Supervisorsto pursuean openspacebond
initiative to fundtheplan’sefforts.Separately,aspectsofthePlan’simplementationthat pertainto Section
10 of theESA arescheduledfor completionin 2003and2004,arid anEnvironmentalImpactStatementis
scheduledforcompletionin 2005.
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FinancialInformation

AccountingSystemandBudgetaryControl

In developingand evaluatingthe County’s accountingsystem,considerationis given to theadequacyof
internal controlprocedures.Internal controls for accountingpurposesaredesignedto providereasonable,
but not absolute,assuranceregarding: (1) safeguardingof assetsagainstloss from unauthorizeduseor
disposition,and (2) reliability of financial recordsfor preparingfinancial statementsand maintaining
accountabilityof assets.The conceptof reasonableassurancerecognizesthat: (1) costsof implementing
controlsshouldnot exceedtheir likely derivedbenefits,and(2) evaluationof costsandbenefitsrequires
estimatesandjudgmentsby management

AU internalcontrol evaluationsoccurwithin the aboveframework.Webelievethat the County’sinternal
control structureadequatelysafeguardsassetsandprovidesreasonableassuranceof properrecordingof
financialtransactions.

Budgetarycontrol is maintainedattheelectedofficial or departmentlevel and is aidedduring the fiscal
yearby theuseof encumbrancesof estimatedpurchases.Openencumbranceslapseat year-endand are
budgetedagainasneededin thenextfiscalyear.

CapitalAssetsSystem

TheCountyhasinitiatedtheselectionprocessfor acomprehensiveassetmanagementsystemthatwill be
usedto interfacewith its existing financialmanagementsystem.An importantdesiredfeatureof theasset
managementsystemis that it will facilitate the County’scompliancewith thereportingrequirementsof
GovernmentalAccountingStandardsBoardStatement34,BasicFinancial Statements-andManagement’s
Discussion and Analysis-for State and Local Governments. GASB 34 requires disclosure and
capitalizationof infrastructure,suchassetsas roads,parks andbridges,whichhadpreviouslynotbeen
requiredfor governmentalreporting.

CashManagement

Mostcash,other thanimprestaccounts,is on depositwith the CountyTreasureror the StateTreasurer.
Amountstemporarilyavailableduring thecourseof the fiscalyearareinvestedon ashort-termbasis.To
addresscashflowneedsin theshortterm,theCountyinstitutedinternalborrowingsamongfundsthatwere
recordedformallyin its accountingrecords.

RiskManagement

PimaCountyhasestablisheda SelfInsuranceTrust Fundto accountfor therisk managementfunctionof
the County. The Fund is administeredby an appointedBoard of Trusteesandprovides self.insured
coverageto the Countyformedicalmalpractice,workers’compensation,unemployment,generalliability,
propertydamage,environmentaldamageandemployeedentalbenefits,as well asobtainingcoveragefor
otherrisks.TheFundis financedbychargesto otherCountyfunds.
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OThERINFORMAUON

IndependentAudit

ArizonaRevisedStatutesrequirean annualaudit ofthefinancialstatements.TheCountyis fully compliant
with thislegalrequirementAn independentauditors’reportis includedin thisCAFR.

SingleAudit

As arecipientof federalandstatefinancial assistance,the Countyis requiredto ensureadequateinternal
controls are in placeto complywith applicablelaws andregulationsrelatedto administrationof these
programs.This internalcontrolstructureis subjecttoperiodicevaluationby managementof PimaCounty.

As apartof theCounty’s singleaudit,testsare madeto determine1) theadequacyof theinternalcontrol
structure,includingthatportionrelatedto federalfinancial assistanceprogramsand2) whethertheCounty
hascompliedwith applicablelaws andregulations.The resultsof theCounty’ssingleaudit for the fiscal
year endedJune30,2002 includeda reportableconditionthat citedinadequatepoliciesandproceduresfor
ensuringallocationof costsbasedon therelativebenefitsreceived,asrequiredby 0MB CircularA-87.
Specifically,thereportableconditionpertainedto aCountySheriff’sOffice purchaseof atelephoneswitch
upgrade.A portionofthecostof theupgradewas chargedto theCounty’sHigh IntensityDrugTrafficking
Areas(IIIDTA) programwithout adequatedocumentationfor bow the relativebenefitsto the HIDTA
programwere estimated.The auditorsdeterminedthat this reportableconditionwasnot amaterialevent
andtheCountyhassincesubmittedacoirecliveactionpin

TheSingleAudit forPimaCountyfor thefIscal yearendedJune30,2003wasnot completeatthetime of
publicationofthisComprehensiveAnnualFinancialReport.

As demonstratedby the statementsandschedulesincluded in the financialsectionof this report,Pima
Countycontinuesto meetitsresponsibilityforsoundfinancialmanagement.

CertificateofAchievement

The GovernmentFinanceOfficers Associationof the United Statesand Canada(GFOA) awardeda
Certificate of Achievementfor Excellence in Financial Reporting to Pima County, Arizona for its
comprehensiveannualfinancialreportfor all fiscalyearsendedJune30, 1984 through2002,exceptfor
fIscal yearsendedJune30, 1990andJune30, 1999,duetomissingthe filing deadline.

In orderto receiveaCertificateof Achievement,a governmentalunitmustpublishaneasilyreadableand
efficiently organizedcomprehensiveannualfinancial report with contents that conform to program
standards.Such reportsmust satisfybothgenerallyacceptedaccountingprinciplesandapplicablelegal
requirements.
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AUDITO*GCNCRAL . AUDITOR GENERAL . .DtPUTYAUDITO*GtNCflAL

. Independent Auditors’ Report

Members~fthe Arizona State. Legislature .

The Board of Supervisors of . . • . . ~ .

Pima County, Arizona . . . . . . .

We have Sidited the accompanying financial statements of the governmental activities, business-type
activities, aggregate discretely .~resented•comp~nentunits, each major fund. and aggregate remaining
fund . intorrnation of Pima County as of arid for the year ended June 30, 2003, as listed ip the tabte of
contents, which collectively comprise the County’s basiofinancial statements. These financial statements
are the responsibility of thp County’s management. Our responsibility is to express opinions on these
financial statements based on our ~audit. We did not audit the financial statements of the aggregate
discretely presented component units of Pima County. Those financial statements were audited by Other
auditors whose reports therSon have been furnished to us, and our opinion, insofar as it relates to the
amounts included for the aggregate discretely presented component units of Pima County, is based solely
on the reports ofthe other auditors.

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

In our opinion, based on our audit and the repàrts of the other auditors, the financial statements referred to
above present fairly, In all material respects, the respective flnancial.position of the governmental actiVities,
business-type activities, aggregate discretely presented component units, each major fund, and
aggregate remaining, fund information of Pima County as of June 30, 2003, and the ~espectivechanges in
financial position and cash flowè, where applicable, thereof for the year then ended in conformity with U.S.
generally accepted accounting principles.

The Management’s Discussion and Analysis. on piges 13 through 28, the Budgetary Comparison
Schedule on pages 83 and 85, and the Schedule of Agent Retirement Plans’ Funding Progress on page.
84 are not a required part of. the basic financial statements but are supplementary information required by
the Govemmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of Inquiries of management regarding the methods of measurement.and presentation
of the required supplementary informatIon. However, we did not audit the information and express no
opinion on it.

2310 NORTH 44TH *T*ttT • SUITS 410 • PHOZNS*, ARIZONA 0501$ • (602) 553-0333 * PAX (60*) $53-0051



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s, basic financial statements:’The combining and individual fund~statements and
schedules listed in the table of contents are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information has been subjected ‘to the auditing’
procedures applied by us in the audit of the basic financial statements and, in our opinion, is fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

The information included in the introductory and statistical sections listed in the table of contents has not
been subjected to the auditing procedures app!ied in our audit of the basic financial statements and,
accordingly, we express no opinion on such information.

In accordance with Government Auditing Standards,we will also issue our’ report on our consideration of
the County’s internal control over financial reporting and our tests of its compliance with certain provisions
of laws, regulations, contracts, and grants at a future date. That report is an intögral part Of an audit
performed in accordance’with Government Auditing Standardsand should. be read in conjunction with this
report in considering the re~ultsof our ‘audit. ‘

Debbie Davenport
Auditor General

December 1, 2003



Management’s Discussion & Analysis

This sectionof PimaCounty’scomprehensiveannualfmancialreportpresentsa discussionandanalysis
of the County’s financial performanceduringthe yearendedJune30, 2003 andshouldbereadin con~
junctionwith the County’sbasic financial statementsin the following sections. All dollar amountsare
expressedin thousands(000’s) unlessotherwisenoted.

FINANCIAL HIGHLIGHTS

0 At June30, 2003, the County’s combinedassetsexceededcombinedliabilities (net assets)by
$847,064, an increaseof 7.1%from theprior year. Of this amount,$41,271is availablefor general
governmentexpenditures(unrestrictednet assets,),$89,073 is restrictedfor specificpurposes(ye-
strictednetassets,),and$716,720is investedin capitalassets,netofrelateddebtandaccumulatedde-
preciation.

CompositionofNetMsej~.

Unrestrictednet
assets—$41,271

• Of thetotal fund balancesof theCounty’sgovernmentalfunds,thegeneralfund hasatotal fundbal-
anceof $33,548,with$ 30,999of thisamountavailablefor expenditure.Within the capitalprojects
fund andtheCounty’sothergovernmentalfunds,$82,793 and$42,312is availablefor future expen-
ditures,respectively.

• As of theendof thefiscal year,the generalfund unreservedfund balanceincreased$2,343 from the
previousyearto $30,999.Thisbalanceaccountsfor approximately10%oftheCounty’sgeneralfund
expendituresand5.1% oftotal governmentalfundsexpenditures.

• As aresultof theCounty’sinvestmentin the StateofArizonaTreasurer’sLocal GovernmentInvest-
mentPool,theCounty recognizedalossof $10,120from abankruptcywithin the investmentpooL
This losswasdistributedto specificCountydepartmentsaccordingto their sharein the investment
pool. Dueto theunusualandinfrequentnatureoftheloss,theCountyhasreportedthis as anexlraor-
dinaryloss.

Restrictednet
assets-$89,073

Investedin capitalassets,netof
relateddebt - $716,720
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• On September7, 2002, the departmentof WastewatcrManagementexperienceda rupture in the
Northwestoutfall seweron SpeedwayBoulevard.Thiseventrequiredasubstantialamountof capital
andresourcesto cleanup andrepairtherupture,greatlydiminishingWastewater’sfinancialposition.

• Pimaflealth CareSystemhasexperiencedcontinued,significantincreasesin expensesover thepast
. year. This is consistentwith ageneraltrendofhighercostswithin thehealthcarefield andincreased

enrollmentin theAHCCCSprogram.

OVERVIEWOF THE FINANCIAL STATEMENTS

This discussionandanalysisis intendedto serveas an introductionto theCounty’sbasicfinancial state-
merits. The County’sbasicfinancial statementsconsistof four components:(1) Government-widefinan-
cial statements;(2) Fundfinancial statements;(3) Componentunit financial statements;and(4) Notesto
the basic financial statements.Requiredsupplementaryinformationis includedin addition to the basic
financial statements.

Government-wideFinancialStatementsare designedto provide readerswith a broad overviewof
Countyfinances,inamannersimilar to aprivate-sectorbusiness.

Thestatementofnet assets presentsinformation on all Countyassetsandliabilities, with the difference
betweenthetwo reportedasnet assets.Overtime, increasesordecreasesin netassetsmayserveas ause-
ful inditatorof whetherthefinancial positionof theCountyis improvingor deteriorating.

Thestatement of activitiespresentsinformationshowingbow net assetschangedduring themostrecent
fiscal year. All changesin net assetsare reportedas soonas the underlyingeventgiving rise to the
changeoccurs,regardlessof theliming ofrelatedcashflows. Thus,revenuesandexpensesarc reported
in this statementfor someitemsthat will resultin cashflows in future fiscal periods(e.g., uncollected
taxesandearnedbut unusedvacationor sickleave).

Bothof thesegovernment-widefmanciatstatementsdistinguishfunctionsof the Countythatareprinci-
pally supportedby taxesandintergovernmentalrevenues(governmentalactivities) from otherfunctions
thatareintendedto recoverall or in partaportionof their coststhroughuserfeesandcharges(business-
typeactivities). The governmentalactivities of the County include generalgovernment,public safety,
highwaysandstreets,health,welfare, cultureandrecreation,educationandeconomicopportunity. The
business-typeactivitiesof the County includePimaHealthCareSystem(PHCS),which includesKino
CommunityHospital, WastewaterManagement,DevelopmentServicesand the County’s downtown
parkinggarages.

Discretelypresentedcomponentunitsareincludedin thebasicfinancial statementsandconsistoflegally
separateentitiesfor which the County,is financially accountable. The County’s discretelypresented
componentunitsare theMetropolitanDomesticWaterImprovementDistrict, theMaranaDomesticWater
JmprovementDistrict, and the SouthwesternFairCommission,which operatesthe CountyFairgrounds
andtheannualPimaCountyFair.

The government-widefinancialstatementscanbe foundon pages29-30of thisreport.

FundFinancialStatementsaregroupingsof relatedaccountsthatare usedto maintaincontrol overre-
sourcesthathavebeensegregatedfor specific activities or objectives’. The County,like otherstateand
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local governments,usesfund accountingto ensureanddemonstratefinance-reJatedlegalcompliancewith
applicableStatestatutesandfederal0MB budgetingguidelines. All of the fundsof the Countycanbe
divided into freecategories:(I) govenimentalfunds;(2)proprietaryfunds;and(3)fiduciaiyfbnds.

Governmentalfundsareusedto accountfor essentiallythe samefunctionsreportedas governmentalac-
tivities in the government-widefinancial statements.However,unlike the government-widefinancial
statements,governmentalfunds financialstatementsfocuson near-term inflows andcr4/lowsofexpend-
ableresources,aswell as on balancesofexpendableresourcesavailableatthe endof the fiscal year.
Such informationmaybeusefulinevaluatingtheCounty’snear-termfinancingrequirements.

Becausethefocusof governmentalfundsis narrowerthanthit of the government-widefinancial state-
ments,it is usefulto comparethe information presentedfor governmentalfiindswith similar information
presentedforgovernmentalactivities in the government-widefinancial statements.By doingso,readers
maybetterunderstandthe long4ermimpactof thegovernment’snear-termfinancingdecisions.Both the
governmentalfundsbalancesheetandthegovernmentalfundsstatementofrevenues,expenditures,and
changesin fund balancesprovide a reconciliationto facilitate this comparisonbetweengovernmental
fundsandgovernmentalactivities.

The Countymaintainsfourteenindividualgovernmentalfunds. Infonnationis presentedseparatelyin the
goverrnnentalfundsbalancesheetandin thegovernmentalfundsstatementofrevenues,expenditures,and
changesin fund balancesfor the GeneralFundand the CapitalProjectslbnd. Datafrom the othergov-
ernmentalfundsarecombinedinto a single,aggregatedpresentation.Jndividualfund datafor eachof
thesenon-majorgovernmentalfundsis providedin the form of combiningstatementselsewherein this
report.

Thegovernmentalfund financialstatementscanbefonndon pages31-34of this report.

Proprietaryfundsaremaintainedin two ways. Enteiprisefundsareusedto reportthe samefunctions
presentedas business-typeactivities in the government-widefinancial statements.The Countyusesen-
terprisefundsto accountfor certainhealth careservices,includingmedicalandlong-termhealthcare,
sewersystemsmaintenanceandoperation,real estate-relateddevelopmentservices,andparkinggarage
operations.Internalservicefundsareanaccountingdeviceusedto accumulateand allocate costsinter-
nally amongtheCounty’svariousfunctions. The Counfyusesinternalservicefundsto accountfor risk
management,automotivefleetmaintenanceandoperations,printingandcommunications.Becausethese
servicespredominantlybenefitgovernmentalratherthanbusiness-typefunctions,mostof the assetsand
liabilities of theseserviceshavebeenincludedwithin governmentalactivities in the government-wide
financial statements.

Proprietaryflmds providethesametypeof informationasthegovernment-widefinancialstatements,only
in moredetail. WastewaterManagementandPimaHealthCareSystemoperationsareconsideredto be
majorfundsof theCounty. Datafrom theotherenterprisefundsarecombinedinto a single,aggregated
presentation.Similarly, the County’sinternalservicefundsarecombinedinto asingle,aggregatedpres-
entationin the proprietaryfundsfinancialstatements.Jndividualfund datafor theotherenterpriseand
internalservicefimdsareprovidedin theform of combiningstatementselsewherein thisreport.

Theproprietaryfundfinancialstatementscanbefoundonpages35-38ofthis report.

Fiduciary fundsareusedto accountfor resourcesheldfor thebenefitofpartiesoutsidethegovernment.
Fiduciaryfundsarenot reflectedin the govemmeni-widefinancialstatementsbecausethe resourcesof
thosefundsarenot availableto supporttheCounty’sprograms.
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Thefiduciaryfund financialstatementscanbefoundon pages39-40of thisreport.

Notesto the FinancialStatementsprovideadditionalinformationthat isessentialto afull understanding
of the dataprovidedin the government-wideand fund financial statements.The notescanbe found on
pages43-81of thisreport.

RequiredSupplementaryInformation(RSI) is presentedconcerningtheCountyGeneralFundbudget-
ary scheduleand thescheduleof retirementplans’ fundingprogress.Requiredsupplementaryinforma-
tion canbefoundon pages83-85ofthisreport.

Thecombiningand individual fund statementsandschedulesreferredto earlierprovideinformation for
non-majorgovernmentalandenterprisefundsandinternalservicefundsandarepresentedimmediately
following therequiredsupplementaryinformation.Combiningandindividual fund statementsandsched-
ulescanbefoundon pages88-118of this report.

GOVERNMENT-Wll)EFINANCIAL ANALYSIS

As notedearlier,netassetsmayserveas auseflulindicatorof agovernment’sfinancialpositionovertime.
In the caseof theCounty,assetsexceededliabilitiesby $847,064atJune30, 2003.Thefollowing table
showscondensedinformationfortheStatementofNetAssets:

Table 1 -

StatementofNetAssets
At June30,2003

GovernmentalActivities
FiscalYear

2002-2003 2001_2002*

Business-typeActivities
Fiscal Year

2002-2003 200l-2002~

Total
Fiscal Year

- 2002-2003 2001-2002

Cuncntandotherassets
Capitalassets:
Land,buildings,equipment&other

Totalassets

$ 276,801 $ 274.836 $ 58,814 $ 102,118 $ 335,615 $ 376,954

574,133 505.746 570,391 508,931 1,144,524 1,014,677
850,934 780,582 — 629,205 611,049 1.480,139 1,391,631

Currentandother liabilities
Long-termliabilities

Totalliabilities

68,936 78,695
375,919 340,119
444,855 418,814

39,077 38,624
149,143 143,519
188,220 182,143

108,013 117,319
—— 525,062 483,638

633,075 600,957

Nctassets:
Investedincapital assets,netof
relateddebt 272,130 215,646 444,590 380,916 716,720 596;562

Restrictednetassets
Unrestrictednetassets(deficit)

Totalnetassets

67,934 82,541
66,015 63,581

$ 406,079 $ 361,768

21,139 55,630 89,073 138,171
(24,744) (7,640) 41,271 - 55,941

$ 440,985 $ 428,906 $ 847,064 $ 790,67t
‘~AsIS~CJ. SeeNote2 ofthefiasacialslatrnaits

The largestportionof theCounty’snetassetsreflectsits investmentin capitalassets(i.e. land,buildings,
infrastructure,equipment),lessanyrelatedoutstandingdebtusedto acquirethoseassets.As of June30,
2003,investmentin capitalassetstotaled$716,720,comprisingapproximately84.6%of totalnetassets.
TheCountyusesaportionof thesecapitalassetsto provideservicesto its citizens,with theotherportion
availableto its citizensfor use;consequently,theseassetsarenot availablefor future spending. The
$120,158increasein capitalassets,netofrelateddebt,for fiscalyear2002-2003is mostlydueto thesig-
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niflcant amountofcapitalprojectactivity thathasbeencompletedandcapitalizedoverthepastyear. Al-
thoughthe County’sinvestmentsin capitalassetsarereportednetof relateddebt,it shouldbenotedthat
theresourcesneededto repay this debtmustbe providedfrom other sources,sincethe capital assets
themselvescannotbeusedtoliquidatetheseliabilities.

Restrictednetassetsrepresentresourcesthataresubjectto externalrestrictionson howtheymaybeused,
As of June30,2003,restrictednetassetstotaled$89,073andcomprisedapproximately10,5%of totalnet
assets.Thisrepresentsa$49,098declinein restrictednetassetsfrom the$138,171balanceof fiscal year
2001-2002.

TheremainingbalanceoftheCounty’snetassetsrepresentsunrestrictednetassets,whichmaybeusedto
meettheCounty’songoingobligationsto citizensandcreditors.As of June30,2003,unrestrictednetas-
setstotaled$41,271andcomprisedapproximately4.9%of totalnetassets.

Thefollowing chartshowsthe compositionandchangesin netassetsfor thefiscal yearsendedJune30,
2003andJune30,2002:

ComparattseCompositionofNetAssets

Governmentalactivitiescontributed$44,311,or 78.6%,of the County’s$56,390increasein totalnetas-
setsduring fiscalyear2002-2003. Thefollowing tableshowschangesin netassetsfor governmentalac-
tivities:

716,720

o 6/30/2002

16/30/2003

596,562

138,171
• ~ 89,073ir :1 55,941 41,271

Iwestedin capitalassets, Restrictednetassets Unrestrictednetassets
neto frelateddebt

Goven:mentaiactivities
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Table2
GovernmentalActivities

ComparativeStatementsof Activities
Forthe YearsEndedJune30,2003and2002

Programrevenues:
Chargesfor services
Operatinggrantsandcontributions
Capitalgrantsand contributions

Total programrevenues
Generalrevenues:

Propertytaxes
State-sharedtaxes
Investmentearnings
Othergeneralrevenues

Totalgeneralrevenues
Totalprimarygovernmentrevenues

Excessbeforetransfersandextraordinaryitem
ExtraordinaryItem:

Loss from StateTreasurer’s
Local GovernmentInvestmentPool

Transfersout
Changein netassets

5,064 8,157
35,985 29,464

393,301 372,515
566,080 557.963

69,738 81,394 (1l,4~1 -14.3%

(7,447) - (7,447) n/a
(17,980) ft3,954) (4,026) 28.9%

—- 44Aft $ 67,440 S (23,129) -34.3%
‘As restated- SeeNote2 ofthefinancialstatements

Key elementsofthechangein netassetsfrom governmentalactivitiesareas follows:

• Programrevenuesdecreased$12,669,primarily dueto a $12,542 decreasein capital grantsand.
contributionsfor highwaysandstreets,specificallyUrban-areaHLJRF moniesfrom thePimaAs-
sociationof Governments.TheCountyreceivedlessof this revenueas aresultof thecompletion
of anumberof transportationprojectsin fiscalyear2001-2002.

• Generalrevenuesincreasedby $20,786,primarily due to increasesin propertytax revenuesand
othergeneralrevenues.Increasesin realpropertyassessedvaluationsandresidentialconstruction
activity weretheprimaryreasonspropertytax revenuesincreasedby $14,795. -

• Investmentearningscontinuedto decreasein fiscalyear2002-2003.TheCountyinvestsamajor-
ity of its tbndsin the StateTreasurer’sLocal GovernmentInvestmentPool. Theinterestratefor

FiscalYear
2002-2003 2001.2002*

Variance
Amount Percent

$ 45,527 5 45,307
121,587 121,934

5,665 18,207
172,779 • 185,448

251,844
100,408

237,049

97,845

Expenses:
Generalgovernment
Publicsafety
Highwaysandstreets
Health
welfare
Cultureandrecreation
Educationandeconomicopportunity
Unallocateddepreciationandamortization
Intereston long-termdebt

Total expenses

$ 220

(347)
(12,542

)

- (12,669)

14,795
2,563

(3,093)
6,52!

20,786
8,117

(1,840)
9,426

(3,023)
797

11,214
4,245

(2,532)
98

1,388
19,773

0.5%
-0.3%

-68.9%
-6.8%

6.2%
2.6%

-37.9%
22.1%
5.6%
1.5%

-1.4%
7.6%

-7.1%
3.4%

15.3%
15.7%
-6.7%
7.1%
9.6%
4.1%

131,925
132,939
39,492
23,917
84,457
31,326
35,033

1,474

133,765
123,513
42,515
23,120
73,243
27,081
37,565

1,376
15,779 14,391

-- 496,342 476,569
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this pool hasdeclinedfor athird consecutiveyear,resultingin lessinvestmentearnings. As of
June30,2003,theTreasurer’seffectiveinterestratewas 1.9%.This rateis downfrom 2.2% and
4.7%asofJune30,2002andJune30,2001,respectively.

• Expensesfrom governmentalactivities experiencedacumulativeincreaseof $19,773. Mostof
this increaseoccurredfor public safety andwelfareexpenses,which increasedby $9,426 and
$11,214,respectively. Publicsafetyexpensesincreasedasa resultof higherSheriffsalariesand
the fundingof adultprobationofficer salariesthat had previouslybeencoveredby statefunds,
The Countywas alsorequiredto remit funds to supporttheStateAid EnhancementProgramfor
Probation. Welfareexpenseschangeddueto an approximated$10,500increasein expenditures
by the Departmentof Institutional Health (Medical Assistance),includingexpendituresfor new
contnetedservicesrelatingto themedicaltreatmentofincarceratedadultsandjuveniles.

Business-tyDeactivities

Business-typeactivitiescontributed$12,079,or 21.4%,of the County’sincreaseof $56,390in total net
assetsduringtheyearendedJune30,2003. Thefollowing tableshowschangesin revenuesandexpenses
forbusiness-typeactivitiesbetweenthecurrentandprioryeac

Expenses;
WastewaterManagement
PiniaHealthCareSystem
DevelopmentServices
ParkingGarages _________ _________ _________

Totalexpenses _________ _________ _________

Excessbeforetransfersandextraordinaryitem
Extraordinaryitem LossfromStateTreasurer’s

LocalGovernmentInvestmentPool
Transfersin _______ _______ _______

Increasein netassets

Table3
Business-typeActivities

ComparativeStatementsof Activities
For theYearsEndedJune30,2003and2002

FiscalYear
2002-2003 2001.2002*

Programrevenues:
Chargesforservices
Operatinggrantsandcontributions

Totalprogramrevenues
Generalrevenues:

Capitalcontributions
Investmentearnings
Othergeneralrevenues

Totalgeneralrevenues
Total priinaiy governmentrevenues

Variance
Amount Percent

5 277,375 5 252,131 $ 25,244 10.0%
4,909 6,505 (1,5~ -24.5%

282,284 258,636 23,648 9.1%

12,479 11,261 1,218 10.8%
1,727 2,888 (1,161) -40.2%
6,787 • 4,214 2,573 61.1%

20,993 18,363 2,630 143%
303,277 276,999 26,278 9.5%

74,816 66,350 8,466 12.8%
221,970 198,000 23,970 12.1%

8,373 8,021 352 4.4%
1~

306,505
1,270

27M~
76

32,864
6.0%.

12.0%

(3,228) 3,358 (6,586) -196.1%

~2,673)
17,980

-

13,954
~2,673)
4,026

n/a
28.9%

— S 12.079 ~J 17,312
‘As it

(5~233)
d-5~Nots2o1Stiiaancia1

-30.2%
statements
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In fiscal year2002-2003,the total increasein expensesof $32,864(12.0%)wasgreaterthan thetotal in-
creasein revenuesof $26,278(9.5%). Overall,however,netassetsstill increased,primarily as a resultof
transfersfrom the generalfund to PimaHealthCareSystem. Key elementsto the increasein netassets
from business-typeactivitiesinclude:

. Chargesfor servicesincreasedby $25,244during theyeardueto anincreasein certainrevenues
for WastewaterManagementandPimaHealth CareSystem. WastewaterManagementexperi-
encedan increasein chargesfor servicesof $8,025primarily dueto the5% rate increasein user
feesfor the thirdquarteroffiscalyear2001-2002,aswell asanadditional5%userfee increasein
the fpurth quarterof fiscalyear2002-2003. PimaHealthCareSystem’sincreaseof $16,550 is
dueto increasedenrollmentoverthepastyear.

• Concurrently,expensesfor WastcwaterManagementandPimaHealthCareSystemincreasedby
$8,466and$23,970,respectively. For WastewaterManagement,theseexpensesare mostlyat-
tributableto therepairandcleanupoftheNorthwestOutfall sewerrupture. For PimaHealthCare
System,the increasein expendituresistheresultof continuedincreasesin healthcarecosts.

FINANCIAL ANALYSIS OFTHE COUNTY’S FUNDS

As notedearlier,the Countyusesfund accountingto ensureanddemonstratecompliancewith finance-
relatedlegalrequirements.

Governmentalfunds

The County’sgeneralgovernmentfunctionsareaccountedfor in theGeneral,SpecialRevenue,DebtSer-
vice, andCapital Projectfunds. Includedin thesefundsarespecialdistrictsgovernedby the Boardof
Supervisors.The locusof the County’sgovernmentalfunds is to provide information on near-termin-
flows, outflows, and balancesof expendableresources. Suchinformation is useful in assessingthe
County’s financingrequirements.In particular,unreservedfund balancesmayserveas a usefulmeasure
of agovernment’snetresourcesavailablefor spendingattheendofthefiscalyear.

At June30, 2003,the County’sgovernmentalfundsreportedcombinedfund balancesof $165,395,an
increaseof $17,592 in comparisonwith theprior year. Approximately94.4%of thecombinedfundbal-
ances,or $156,104constitutesunreservedfund balance,which is availableto meetthe County’scurrent
andfutureneeds.The remainderof fund balanceis reservedto indicatethat it is not availablefor new
spendingbecauseit hasbeencommittedtothefollowing:

• $3,146to paydebtservice
• $5,165to reflectinventoriesandprepaidamounts
• $200foraloanreceivable
• $705 committedto specificprograms
• $75reservedforcapital repairsandrefurbislunents

The GeneralFundis the chiefoperatingfundof theCounty. At June30, 2003,unreservedfund balance
of thegeneralfund was $30,999while total fund balancereached$33,548.As ameasureof thegeneral
fund’s liquidity, it maybeusefultocomparebothunreservedfund balanceandtotal fund balanceto total
fluid expenditures.
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Revenuesfor governmentalfunctionstotaledapproximately$566,139in fiscal year2002-2003,which
representsanincreaseof $3,350(0.6%)from thepreviousyear.

The following tablepresentsthe amountof revenuesfromvarioussourcesandincreasesor (decreases)
fromtheprior year.

Tablçj
RevenuesClassifiedby Source

All GovernmentFunds

FiscalYear
2002-2003 2001-2002 Increase(Decrease)

Amount Percent- Amount Percent Amount Percent
Revenuesby source:
Taxes $ 258,375 45.6% $ 244,807 43.5% $ 13,568 5.5%
Specialassessments 1,023 0.2% 598 0.1% 425 71.1%
Licensesandpermits 6,087 1.1% 6,077 1.1% 10 0.2%
Intergovernmental 245,378 43.4% 260,218 46.3% (14,840) -5.7%
Cbargesforservices 35,721 6.3% 31,112 5.5% 4,609 14.8%
Finesandforfeits 5,047 0.9% 4,882 0.9% 165 3.4%
Interest 4,152 0.7% 6,952 1.2% (2,800) -40.3%
Miscellaneous 10,356 1.8% 8,143 1.4% — 2,213 27.2%
Totalrevenues $ 566,l~— 100.0% $ 562.789 - 100.0% $ 3.35!) 0.6%

The following providesan explanationof revenuesby sourcethatchangedsignificantly overtheprior
year

• Propertytaxes. Revenuesfrom propertytaxesincreased$13,568.Thiswasaresultofgrowthin
constructionactivity within the Countyoverthe pastyear,aswell ascontinuedincreasesin as-
sessedpropertyvaluationsandgreaterrealestatemarketvalues.

• Intergovernmentalrevenue.The $14,840decreasein intergovernmentalrevenueis mostlydueto
a$12,542reductionin theamountof 12.6%Urban-areaHURFfundsgivento transportationand
floodcontrolcapitalprojectsfrom thePimaAssociationofGovernments.

• Chargesfur services.An increaseof $4,609thisyearis dueto anincreaseinchargesforreales-
tatetransactions,anincreasednwnberofrealestatetransactions,increasedallocationofadminis-
Irative overheadexpenses,andan increaseinprisonerhousingrevenuefromtheCityofTucson.

• Interestrevenue.As mentionedpreviously,theCountyinvestsamajorityof its fUndsin theState
Treasurer’sLocal GovernmentInvestmentPool. Interestratesare down againfor fiscal year
2002-2003dueto acontinueddeclinein theinvestmentpool’s interestrate,resulting in decreased
interestrevenue.

Thefollowing tablepresentsexpendituresby functioncomparedto prioryearamounts:
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Table5

Expendituresby Function
All GovernmentalFunds

FiscalYear
Government . . 2002-2003 ___________________ Increase(Decrease)

Function — _Amount Percent ___________________ Amount Percent
Generalgovernment $1327416 21.6% $77000 5.6%
Publicsafety 127,155 20.7% 4,134 3.4%
Highwaysandstreets 26,741 4.4% (1,094) -3.9%
Health 24,029 3.9% 927 4.0%
Welfare 84,238 13.7% 11,102 15.2%

Cultureandrecreation 25,214 4.1% (367) -1.4%
Educationandeconomicopportunity 35,057 5.7% (2,467) -6.6%
Capital outlay 97,147 15.9% (12,523) 41.4%

Debt service:
- Principal
- Interest
- Miscellaneous __________ ________ _________ ________ _________

Total expenditures _________ ________ _________ ________ _________

Total expendituresin governmentalfunds increasedduring fiscal year2002-2003by $16,114. As men-
tionedpreviously,an$11,102increasein welfareexpenditureswasdueto a$10,500increasein expendi-
turesfor theDepartmentof InstitutionalHealth(MedicalAssistance).(Seerelateddiscussionon page19)

Capitaloutlaydecreasedby $12,523thisyear. However,last fiscal year,capital outlayof $109,670was
atarecordhigh for the County. Both fiscalyearsindicatetheCounty’ssubstantialcapitalprojectactivity
is dueto thefollowing factors

• Morecapitalprojectsplannedandbudgetedfor severaldepartments,includingTransportationand
FloodControl.

• More bondproceedsavailableto fund projects. Theseincludethe2000 and2002GeneralObli-
gationBondsandthe2002 HighwayUserRevenueBondsfor fiscalyear2001-2002. Forfiscal
year2002-2003,only the 2003 GeneralObligation and Highway UserRevenueBondswere
availablefor capitalprojectexpenditures.With lessfundingavailablein fiscalyear2002-2003,
fewerprojectswereplannedandimplemented.

Debtserviceprincipalpaymentsincreasedas theresultof anumberofchangesin outstandingdebt Over
$3,000in principalpaymentsweremadeto retiredebtbeforeit wasdue,includingthe 1992GeneralOb-
ligation RefundingBonds,the 1993 GeneralObligationBonds,andtheMunicipal PropertyCorporation
Bonds. Therewerealso$5,100in 2002HighwayExpansionandExtensionLoanProgram(HELP)loans,
$50,000in 2003 GeneralObligation (GO) Bonds,and$35,000in 2003 Highway UserRevenueBonds
(HURF) thatbeganprincipal repaymentin fiscalyear2002-2003.

Budjiet to Actual Comparison to! t General Fund

Overall,budgetedrevenuesandexpendituresfor GeneralFundweregenerallyconsistentwith actualfund
activity. Actual revenuesexceededbudgetedrevenuesby $9,717andactualexpenditureswere lessthan
budgetedby $4,829. No variancesbetweenthebudgetto actualamountsweresignificantenoughto af-
fect theCounty’sability toprovidefutureservices.

2001-2002
Amount Percent
$125,416

123,021
27,835
23,102
73,136
25,581
37,524

109,670

37,342
14,128

391
$597J4�

21.0%
20.5%
4.7%
3.9%

12.2%
4.3%
6.3%

18.3%

6.3%
2.4%

0.1%
100.0%

45,544 7.4%
15,695 2.6%

24 0.0%
$613,260 — 100.0%

8,202
1,567
(367)

$16,114

22.0%
11.1%

-93.9%
2.7%
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Proprietaryfipp4

The County’sproprietaryfund functionsarecontainedin the EnterpriseandInternalServicefunds. The
enterprisefunds of the Countyare PimaHealthCareSystem,WastewaterManagement,Development
Services,andParkingGarages.Thesebusiness-typeactivitiesareaccountedfor in a similar fashionto
private-sectorbusinesses,and thecostsfor servicesprovidedareexpectedto becoveredeitherfully or in
partbycurrentrevenuesgenerated,whichincludefeeschargedto externalusers.

Thefollowing tablepresentsacomparisonof thisyear’senterprisefundactivitieswith theprioryear:

Table6
SummaryStatementof Revenues,ExpensesandChangesin FundNetAssets

Total Enterprise Funds
For theFiscalYearsendedJune 30, 2003and 2002

Operatingrevenues:
Netpatientservices $ 195,872 $ 176,324 S 19,548
Chargesforservices 61,223 58,327 2,896
Other 29,346 16,563 12,783
Statereimbursementofdisproportionateshare (23,518~ (13,254) (10,2641
Total netoperatingrevenues 262,923 237,960 24,963

Operatingexpenses:

Nonoperatingrevenues(expenses):
Grants
SbaredStatetaxrevenue
Interestincome
Sewerconnectionfees
Interestexpense
Loss ondisposalof capitalassets
Amortizationof deferredcharges

Totalnonoperatingrevenues(expenses)

Lossbeforeextraordinaryitem,
contributionsandiransfers

ExtraordinaryItem: Losson StateTreasurer’s
Local GovernmentInvestmentPool

Capitalcontributions
Transfersin
Transfers(out)
Changeinnet assets

4,909 6,505 (1,596)
959 905 54

1,727 2,888 (1,161)
20,280 17,480 2,800
(5,434) (6,041) 607

(338) (162) (176)
(89) 0

22,014 21,4~ 528

(15,828) (7,752) (8,076) 104.2%

(2,673) . - (2,673)
15,521 12,462 3,059
23,065 20,471 2,594
(8,127) (7,718) (~~09)~

$ 11,958 $ 17,463 $J5.5051

FiscalYear
2002-2003- 2001-2002

Variance
Amount Percent

Employee compensation 90,824 83,357 7,467
Medicalclaims 127,235 100,342 26,893
Operatingsupplies& services 13,864 16,755 (2,891)
Utilities 3,575 3,881 (306)
Sludgeandrefusedisposal 2,242 1,501 741
Repairandmaintenance 6,801 5,143 1,658
Landfill closureandpost-closurecarecosts 1,078 1,030 48
Generalandadministrative 19,098 19,384 (286)
Consultantsandprofessionalservices 17,551 17,235 316
Depreciationandamortization — 18,497 18,570 (73)
Total operatingexpenses 300,765 267.198 33,567

Operatingloss (~~~?c1 (8,604)

11.1%
5.0%

77.2%
77.4%
10.5%

9.0%
26.8%

-17.3%
-7.9%

49.4%
32.2%
4.7%

-1.5%
2.8%

-0.4%
12.6%
29.4%

-24.5%
6.0%

40.2%
16.0%

-10.0%
108.6%

0.0%
2.5%

n/a
24.5%
12.7%
5.3%

-31.5%
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Key activity within theenterprisehindsfor fiscalyear2002-2003includethefollowing:

. Whilenet operatingrevenuesfor the County’senterprisefbndsincreased$24,963(10.5%),oper-
ating expensesalsoincreased$33,567(12.6%),resultingin an operatingloss of $37,842,an in-
creaseof $8,604or 29.4%. The increasein operatinglossesresultedmostlybecauseof the in-
creasedhealthcareservicecostsforPHCS. WastewaterManagementalsocontributedto this in-
creasein operatinglossasaresultoftheNorthwestOutfall sewerreparations.

• NetPatientServicesrevenuesincreasedby $19,548from fiscal year2001-2002. This is attribut-
able to increasedmembershipenrollmentfor PimaHealthSystemservices,which generatedin-
creasesin capitationrevenuesandreinsuranceclaimrevenues.

• StatelawsrequiredFinn HealthCareSystemand its subfund,Kino CommunityHospital,to re-
turn somedisproportionatesharórevenueto the State’sgeneralfund. The $10,264increasein
statereimbursementfor fiscal year2002-2003is simply aresultof greaterallocationof fundsby
thestat;whichwerein turn paidback,basedon aspecificformulation.

• Employeecompensationincreasedastheresultofamotionpassedby theBoardofSupervisorsin
Decemberof2002,increasingcompensationfor all PimaCountyemployeesby $0.8134perhour.

• Sewerconnectionfeeschargedby WastewaterManagementincreasedby $2,800. This is acon-
tinuedeffect from a12%rateincreasein Marchof 2002,pIusanadditional12%increaseinApril
of 2003, which increasedsewerconnectionrevenuesevenfurther in thefourth quarterof fiscal
year2002-2003,

• Medicalclaimscontinuedto increasethisyearas aresultof thepassageofProposition204 in the
prior fiscalyear,which expandedtheeligibility formedicalcarewithin theArizonaHealthCare
Cost ContainmentSystem(AHCCCS), resultingin higherenrollmentfor PimaHealthCareSys-
tem. An increasein doctorfeesis alsoresponsiblefor aportionof therisein medicalclaimsex-
penditures.

• The significant increasein capitalconiributionsis primarilyattributableto a $1,700 increasein
contractorsewerconnectioncontributionsfor WastewaterManagementand the$1,300purchase
andreconstructionof aparkinglotatKino Hospital.

• Therewasa$2,673extraordinaryloss from the LocalGovernmentInvestmentPoolas aresultof
thebankruptcydescribedbelow.

LossonInvestment

In Novemberof 2002,theStateTreasurerofArizona, who throughstatutoryauthorityholdsasignificant
portionof the County’smoniesin theStateTreasurer’sLocalGovernmentInvestmentPool (LGIP), de-
claredthataportionof the LGIP hadbeenlost asa resultofthebankruptcyof oneof itsinvestmentcom-
ponents,NationalCentury FinancialEnterprises. Of the approximately$131,000lost from the bank-
ruptcy state-wide,PimaCountyheldownershipto $10,120andwasrequiredto designatethe lossto spe-
cific departmentsand/orfundsbasedon theirproportionateparticipationin theinvestmentpool. The dis-
tribution onafund basiswasasfollows:
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Allocationof Lossfrom the StateTreasurer’sLocal GovernmentInvestmentPool

PimaCountyhasreportedthebankruptcylossas anextraordinaryloss. Althougha nominalrecoveryof
principalmayoccurin thefuture,it is believedthatanyrecoverywill beminimal,andwill notoccurfor
severalyears.

Capital Assets.andDebtAdministration

CapitalAssets

The County’s investmentin capital for its governmentalandbusiness-typeactivitiesasofJune30,2003
amountedto $1,144,524(netof accumulateddepreciation),anincreaseof 12.8%. The County’sinvest-
ment in capitalassetsconsistsofland,buildings,sewageconveyancesystems,infrastructure,equipment
andconstructionin progress.

Majorcapitalasseteventsduringthecurrentfiscalyearincludedthe following:

• Landincreasedby $14,778. Thiswasmostlydueto acquisitionsrequiredfor transportationand
flood controlprojects.

• A number of roadsandflood controlprojectswerecompletedin fiscalyear2002-2003,increas-
ing infrastructureby $72,181. Thesecompletedroad projectsinclude RiverRoad from First
Avenueto CampbellAvenue,SunriseDrive from SwanRoadto CraycroftRoad,Ajo Wayfrom
Country Club Road to Alvernon Way,ThomydaleRoadfrom lila Roadto CortaroFarmsRoad,
La Cholla Boulevardfrom OmarDrive to MageeRoad,andSouth12th AvenuefromLos Reales
Roadto terdoRoad,

• Constructionin Progressincreasedby $30,958. This is mostly dueto anumberof projectsin
progressforWastewaterManagement,includingtheRandolphrestorationprojects,theNorthwest
outfallrehabilitation,andthemiRoadWaterPollutionControlFacility~

GeneralFund. 51.730

Other
Enterprise

Funds -

$1,509

Transportation - 51.606

PlainHealthCars
Systems- $4164

Flood Control
District - 5450

Free
..._S library

District -

$257

InternalService
Funds-51,210

OtherSpecial
Cnpital Projects Debt Service RevenueFunds.

Funds -$979 Funds -5642 ssm
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Capitalassetsfor thegovernmentalandbusiness-typeactivities arepresentedbelowto illustrate changes
from theprior year:

Table7
CapitalAssets

GovernmentalandBusiness-typeActivities

GovernmentalActivities
FiscalYear

2002-2003 2001-2002

$ 127,854 $ 113,175
200,966 193,251

27,737
7,072

Business-typeActivities

FiscalYear
2001-2002
$ 125,941

346,312
260,195

36,759
7,072

238,398

$1,014,677

The County’s infrastructureassetsarerecordedat historical cost in thegovernment-widefinancialstate-
ments. Additional informationregardingtheCounty’scapitalassetscanbe found in Note 5 of the finan-
cial statementson pages53 — 56 of this report.

Long-tenn Debt

Significant,comparativelong-termdebtdatais presentedbelow:

Table 8
Long-TermDebt

GovernmentalFunds

Bondsissued(at facevalue):

Generalobligationrefunding
Generalobligation
Transportationrevenue

Flood controldistrict refunding
Specialassessmentwith governmentcommitment
Sewerrevenuerefunding

Capitalleases
Loanproceeds ___________ ___________

Total

Land

Buildings andimprovements

Sewageconveyancesystems

Machineryandequipment
Infrastructure

Constructionin progress
Total

Total
FiscalYear

2002-2003
$ 12,865

147,183
264,665

9,50732,875

79,253

2001-2002 2002-2003
$ 12,766 $ 140,719

153,061 348,149

260,195 264,665
9,022 42,382

- 79,253

73,887 269,356

$ 508,931 $1,144,524

133,185 164,511 136,171

$ 574,133 $ 505,746 $ 570,391

FiscalYear
2002-2003 2001-2002

50,000
35,000

177

$ 85,177

$ 17,835
20,000
55,000
4,585

1,821

590
5,100

$~104,93L
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Generalobligationbondsissuedin FY 2002-2003amountedto $50,000;theproceedsof this issuewere
allocatedas follows:

• $642to Sabuaritaexpansion,
• $4,230to improvementandexpansionof theCounty’sroads,
• $14,460topublic safety,law enforcement,andsuperiorcourts,
• $13,767to improvementsin the County’sparkssystem,
• $3,072to SonoranDesertopenspacepreservationprograms,
• $9,037to publichealth,safety,recreation,andcultural facilitiesprojects,
• $4,039to flood controlprojects,
• $753 to improvesolid wastedisposalfacilities.

The $35,000 in TransportationRevenuebondsproceedswere allocatedto major streetandroad im-
provements,principally in the Tucsonmetropolitanarea,outsideof city limits. Theseincludeprojects
suchas:

• La CafiadaDrivefrom LainbertLaneto fin Road.
• SkylineDrivefrom OrangeGroveRoadto CampbellAvenue.
• WetmoreRoad/RuthrauffRoadfrom La ChollaBoulevardto Fairview Road.
• Kolb Roadfrom SabinoCanyonto SunriseDrive.
• CatalinaHighwayfrom TanqueVerdeRoadtoHoughtonRoad.
• La ChollaBoulevardfrom OmarRoadto RiverRoad.
• South

12th Avenuefrom 38th StreettoLosRealesRoad.

PimaCountymaintainsan“A+” rating from Standard& Poor’sand an ‘Al” rating from Moody’s for
generalobligationbonds,streetandhighwayrevenuebonds,sewerrevenuebonds,andflood controlgen-
eral obligationbonds.

Statestatuteslimit the amountof generalobligationdebtagovernmentalentitymay issueto 15% of its
total assetvaluation. Thecurrentdebtlimitation for PimaCountyis $725,334,which is significantly in
excessofPimaCounty’soutstandinggeneralobligationdebt.

Additional informationregardingtheCounty’sdóbtcanbefoundin Note7 ofthe financialstatementson
pages58-71ofthis report.

EconomicFactorsand NextYear’s Budget

The economicoutlook for the Countycontinuesto showa numberof hurdlesfor the County to work
through over thenext year. With the State Legislatureandthe Governorof Arizona reducingstate-
providedrevenuesby over$4,000,theCountyhasallocatedfundsto absorbthecostsassociatedwith this

lostrevenue.Overall,theCountybudgethasincreasedfor fiscalyear2003-2004by $42,000asfollows:

• Expendituresfor theGeneralFundareexpçctedto increaseby $18,400to fund higheremployee
healthinsurancepremiums,increasedcostsforbehavioralhealthservices,anincreasein required
paymentto the State’sCountyContributionFund,increasedprobationcosts,anda decreasein
paymentto theArizonaLong TermCareSystem.
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• SpecialRevenueFundsareexpectedto haveexpendituresincreaseby $2,600,duemostly to an
increasein the Transportation Fund’s operating and maintenancebudget andan increasein the
County’s mandated contribution to the Arizona State RetirementSystem. Theseincreasesare
coupledwith variousminor decreasesthroughout the SpecialRevenueFunds.

• Expenditureswithin theDebt Servicefund are expectedto increaseby $5,700in orderto cover
paymentsfor bond salesmadein fiscal year2002-2003as well as costsassociatedwithproposed
restructuringof debt in fiscal year2003-2004.

• Budgetedexpendituresfor the Capital Projects Fund increasedby $23,400in alignment with the
budgetdetailed in the County’s Capital Improvement Plan.

• The EnterpriseFunds’budget increased$38,900to cover the expansionof the WastewaterMan-
agementsystemas well asexpectedincreasesin costsfor PimaHealth Systemand Servicesre-
lated to the award of a five-year acutecare contract, increasedenrollment under AIICCCS and
ALTCS, andrising medicalcarecosts.

Othersignificant activity affecting the fiscal year2003-2004budgetinclude the following:

• The County hasbudgeteda$20,000transferfrom the generalfund to Kino CommunityHospital
to coveran estimatedloss of $15,000,increasedpersonnelcostsof $3,000,andrequiredfacility
improvementsof $2,000.

• The total Countytaxratewasdecreasedby $0.0017.

• Across-the-boarddepartmentalreductionsaveraging43%wereadopted.

• Salaryincreasesto Countyemployeeswerenot budgetedfor the coming year, as fundswerenot

availableto do sowhile still meetingtherequirementsofthe public.

Requestfor Information

This financialreportis designedto provideageneraloverviewof the County’s finances. Any questions
concerningthe informationprovided in thisreportor requestsfor additional financial information should
be addressedto theFinanceDepartment, 130W. Congress,

7th floor, Tucson,AZ, 85701.
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PIMA COUNTY
STATEMENT OF NET ASSETS

AsofJune30,2003
(in thousands)

ExhibitA-i

Cashandcashequivalents
Investments
Property taxesreceivable(net)
interestreceivable
Internalbalances
Due from other governments
Accountsreceivable(net)
Inventories
Prepaids
Otherassets
Restrictedassets:

Cashandcashequivalents
Interestreceivable
Investments
Regulatoryasset
Depositswith fiscal agents

Capital assets(net):
Land
Buildings andimprovements
Sewageconveyancesystem
Machineryandequipment
infrastructure
Constructionin progress

Total assets

LIABILflIES
Accountspayable
Interestpayable
Contractretentions
Employeecompensation
Dueto othergovernments
Depositsandrebates
Deferredrevenues
Noncurrentliabilities:

Duewithinoneyear
Duein morethanone year

Total liabilities

NET ASSETS
Investedincapitalassets~netofrelateddebt
Restrictedfor

Specialrevenue
Debtservice
Capital projects
Wastewatermanagement
Healthcare

Unrestricted(deficit)
Total netassets

141,843 7,902
20

2,750 2,750

68 68

140,719
348,149
264,665
42.382
79,253

269,356
1,480,139

1,593
417
212

1,619

3,356

7,812

ASSETS

PrimaryGovernment
Governmental Business-type

Activities Activities
Component

Total Units

$ 61,966 $ 34,077 $ 96,043 $ 10,914
1,327

10,700
711

10,235
40,372

1,473
2,617
3,866

200

63
(10,235)

3,899
17,600
3,431
1,209

848

10,700
774

44,271
19,073
6,048
5,075
1,048

149,745
20

12,865
147,183
264,665

9,507

127,854
200,966

32,875
79,253

133,185
850,934

958
3,397

771
35,674

71,204
136,171
629,205

30,032 22,802 52,834 1,596
23 19 42 534

643 643
30,495 8,809 39,304

855 6,099 6,954
2,890 ~. 2,890 168
3,998 1,348 5,346

50,124 9,235 59,359 2,222
325,795 139,908 465,703 49,867
444,855 188,220 633~07S 54,387

272,130 444,590 716,720 2,720

29,322 29,322
2,926 1,245 4,17) 2,397

35,686 3,008
3,669

13,217

38,694
3,669

13,217

455

66,015 ~24~744) 41,271 11,245
$ 406,079 S 440,985 $ 847,064 $ 16,817

SeeNotesto theFinancial Statements
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PIMA COUNTY ExbibitA-3

BALANCESHEET
GOVERNMENTALFUNDS
June30,2003
(in thousands)

General Capital Proj~cts

Other
Governmental

Funds

Total
Governmental

Funds

Cashandcashequivalents
Depositswith fiscal agents
Investments
Property taxes receivable (net

ofallowancesfor uncollectables)
Interestreceivable
Due from other funds
Due from other governments
Accountsreceivable
Inventozy
Prepaidexpenditures
Loanreceivable
Restrictedassets

Totalassets

Liabilitierandhind balances

7,971
83

21,149
10,281
1026

2,349 41
200

2,744

2,298 2,298
477 2,867

200
2,744

$ 80,768 $ 236,551

Totalfund balances 33,54 82,834 49,013

TotalliabilitiesandfUnd balances $ 62,475 $ 93,308
! 80,768 $ 236,551

SeeNotesto theFinancialStatements

S 19,416 $ 86,292 S 55,551
68

$ 161,259
68

6 6

2,fl9 10,700
120 214 417

1,653 1,491 24,293
2,443 17,514 30,238

9 426 1,46!

5 62,475 5 93,308

5 8,470 5 7,024 S 12,336 5 27,830
1 15

631
39

21

2,744

7
12

3,228
9

11,165
232

14
5

4,747

!

23
643

12,083
186

13,787
855

2,8%
5

12,854

10,474 31,755 • 71,156

Liabilities:
Accountspayable
Interestpayable
Contract retentions
Employeecompensation
Intcrlbnd payable
Dueto otherhinds
Dueto othergovernments
Depositsandrebates
Generalobligatlotibonds
Deferredrevenues

Totalliabilities

Fundbalances:
Reservedfor

inventory
Prepaidexpenditures
Debtservice
Capital repairsandretUrbishments
Loan receivable
Specifiedprograms

Unreserved,reporteditE
General hind
Specialrevenue hinds
Capitalprojectsfund

8816
177

2,601
623
132

8,107

28,927

2,349

200

30,999

41

82,793

2,298
477

3,146
75

705

42,312

2,298
2,867
3,146

75
200
705

30,999
42,312
82,793
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PIMA COUNTY ExhibitA-4
RECONCILIATIONOF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STAThMENTOFNETASSETS
JUNE30,2003
(in thousands)

Fundbalances- totalgovernmentalfunds $ 165,395

Amountsreportedfor governmentalactivitiesin the statement of
net assetsaredifferentbecause:

Capitalassetsusedin governmentalactivitiesarenot financialresources
andthereforearenotreportedin thegovernmentalfunds

Governmentalcapitalassets $ 654,808
Lessaccumulateddepreciation (97,413) 557395

Certainreceivablesare not availableto pay for current periodexpendituresand
thereforeare not reportedin the governmentalhinds

Duefrom other governments 10,061
Other 179 10,240

Someliabilities are not dueandpayablein thecurrent period andtherefore
arenotreportedin the governmentalhinds

Bondspayable (313,291)
Loansandleasespayable (35,109)
Certificates ofparticipationpayable (1,560)
Employeecompensation (17,746) (367,706)

Deferredrevenuein goveinmentalhinds is susceptibleto full accrualon the
government-widestatements 8,856

internalservicehindsare usedby managementto charge thecastsofcertain
activities to individual hinds. The assetsandliabilities ofthe internal service
funds are included in governmental activitiesin thestatementofnetassets 31,899

Netassetsofgovernmentalactivities $ 406,079

SeeNotestotheFinancialStatements
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PIMA COUNTY ExhibitA-S
STATEMENTOF REVENUES,E3U’ENDITIJRESAND CHANGESIN FUND BALANCES

GOVERNMENTALFUNDS

Forthe YearEnded June30, 2003
(in thousands)

Revenues:
Taxes
Specialassessments
Licensesandpeimits
Intergovernmental
Chargesfor services
Finesand foribits

Miscellaneous

Totalrevenues

Expenditures:
Current

General government
Pubtic safety
Highwaysandstreets
Health
Welfare
Culture andrecreation
Education and economic opportunity

Capital outlay
Debt service - principal

- interest
- miscellaneous

110,813
90375

2.762
84,130
12,858
4.812

1,550
1,613

4 ______________

21,603
36,780
26,741
21.267

tog
12,356
30,245

43.994
14,082

20

132,416
t27,t55
26,741
24,029
$4,238
25,214
35,057
97,147
45,544
15,695

24

Totalexpenditures
3O$.91L 97,147 207,196 613,260

Excess(deficiency) of revenues over
(under)expenditures 31,935 (86,236) 7,180 J47,12l)

Otherfinancingsources(uses):
Issuancecoston bonds
Premiumonbonds
Capitalleases
Proceedsfrom saleofcapitalassets
Faceamountoflong-termdebt
Transfersin
Transfers(out)

(163)
410

85,000
10,822 38,200

—— (38,621) p92)

(163)
410

177 177
37

85,000
78,457

(93.5971

Total other financing sources(uses) j27,7!~1 123.056 (24.936) 70,321

SecNotesto theFinancialStatements

ff,730~ ___________
2,406 35,841

31,142 46,993

33,548 S 82,834

Other Total

Interest

Governmental Governmental
General Capital Projects Funds Funds

S 194,552 S 63,823
1,023

S 258375
1,023

2,010 4,077 6.087
112,530 5 4,642 128.206 245,378
23,750 3,683 8,288 35,721
4.111 936 5,047
1,015 1,242 1.895 4,152
2,884 1,344 6,128 10356

340,852 10,911 214376 566,139

91,147

36

29,435
(54.584)

Extraordinaryitem:
Lossfrom StateTreasures’sLoealGovernment
InvestmentPool

Netchangein fundbalances

Fund balanceatbeginningofyear

Change in reservefor inventory

Fund balanceatendofyear

- (6,~fl

(21,284) 16,963

69.668 147,803

629 629

j•~_~49,013 •~! t65.39~~_
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FIMA COUNTY ExhibitA-6
RECONCILIATION OF THE STATEMENTOF REVENUES,EXPENDITURES

AND CHANGESIN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENTOFACTWITIES
FORTHE YEARENDEDJUNE30.2003

(in thousands)

Netchangein fundbalances- totalgovernmentalfunds $ 16,963

Amountsreportedfor governmentalactivitiesin thestatementofactivities
aredifferentbecnuse:

Governmentalfundsreport capitaloutlaysasexpenditures.However,
in thestatementofactivities,thecostofthoseassetsis depreciated
over theirestimatedusefullives andreportedasdepreciationexpense

Expendituresfor capitalassets $ 74,133
Lesscurrentyeardepreciation (10,995) 63,138

Theissuanceof long-termdebt(e.g.,bonds,leases)providescurrentfinancial
resourcestogovernmentalfunds,while therepaymentofthe principalof lông-term
debtconsumesthecurrentfinancialresourcesofgovernmental(lands.Neither
transaction,however, hasanyeffecton netassets.Also, governmentalfundsreport
theeffect ofissuancecosts,premiums,discountsandsimilar itemswhendebtis
first issued,whereastheseamountsaredeferredandamortizedin thestatement
ofactivities. Thisamountistheneteffectofthesedifferencesin thetreatment -

oflong-termdebtandrelateditems

Faceamountof long-termdebt (85,000)
Debtservice-principalpayments 45,544
Premiumonbonds (410)
Capital leases (177)
Deferredbond issuecosts 163
Amortizationexpense (361) (40,241)

Somerevenuesreportedin thestatementof activitiesdo notrepresent
thecollectionofcurrentfinancialresourcesandthereforearenot reportedas
revenuesin thegovernmentalfunds

Tax revenues 462
Other 5,187 5,649

Someexpensesreportedin the statementofactivitiesdonotrequiretheuseof
currentfinancial resourcesandthereforearenotreportedasexpendituresin the
governmental funds

Changein competisatedabsences (311)
Losson disposaLofcapital assets (833)
Changein reservationof fundbalances 629 (515)

Internalservicefundsareusedby managementtochargethecostsofcertain
activitiesto individualfunds. A portionofthenetrevenueoftheinternal servicefundsis
reportedwith governmentalactivities (683)

Changein netassetsofgovernmentalactivities $44,311

SeeNotesto theFinancialStatements
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Exhibit A-iPIMA COUNTY

STATEMENTOFNET ASSETS
PROPRIETARYFUNDS
June30,2003
(in thousands)

Invastedincapitalassets,netofrelateddebt
Resuictedfor

Debtservice
Capitalprojects
Wastewatermanagement
Healthears

UnrestrIcted

Tutalnetassets

Business-typeActivities
EnterpriseFunds Governmental

Pitna Other Total Activities-
HealthCare Waitewater Enterprise Enterprise intentalService

_~yatan-— Management — Funds Ftutda — Funds

S 26.481 $ 398.621 S - 15,906 — 44l,OtS j 31.lfl_

5eeNotesto therieneawStatements.

Someamountsreportedfor buslneaa-eypoactivitieain the
statementofnetsanetaarediffegenebecausecertain Intemat
servicehandassetsandliabilities areincludedwithbusiness-type
activities.

Netaanetsofbtsaineas.typeactivities

(30)

5 440.985

Currentassets:
Cashandcashequivalents
lmerestreeaivable
tnterñtndreceivables
Due front otherSands
Duefrom othergovernment
Accountsreceivable
Inventory
Frepaidexpense

Totalcurrentassets
Noncurrentassay

RestrIcted:

S 23,748
36

299
2,002
3,612

10,706
820

1,064
42,287

$ 966
7

2
287

6,860
2,611

129
10.862

$ 9,363
20

t97

34

16
9.630

S 34,077
63

299
2,201
3,699

17,600
3,431
1.309

62,779-

S 42,549
115

73
Ii

321
998

- 44.06$

7,902 7,902
20 20

—— — 7,922

11,958 657 12,865 592
216,424 12,927 258339 462
399.747 399,747

16.983 969 27348 28.171
(229,299) (7,040) (264,919) (12.487)
136.171 136.171
551,984 7,St3 570.391 16.738

848 848
560,754 7,513 579,161 16.738

53,181 $71,616 17,143 641.940 60.803

Cashandcashequivalents
interestreceivable ______________

Totalresuietedassets _________

Capitalassets
LandandotherImprovements 250
Buildinniaandimprovements 29,383
Sewageconveyaneellratem
Equipment 9,896
Lessaccumulateddepreciation (21,640)
Constnactionin progress __________

Totalcapitalassets(netofaccumulateddepreciation) tO,894
Deferredfinancing costs __________

Totalnoncurrentassets 10,894

Totalassets _________

Liabilities

Currentliabilitin
Accountspayable
Employeecompensatioa
Interestpayable
lnterhktndpayable
DuetootherSands
Dueto odsergovernments
DeferSreverntea
Currentportionofnewerrevenuebonds
Current portionofw*newsterloanspayable
Currentportionreportedbutunpaidlosses
Currentportion incurredbutnotreportedlosses __________

Totalcurrentliabilities _________

Notneunentliabilities:
Contractsandnotes
Landfill closurepayable
Sewerreventnebonds
Wasaewaserloanspayable
Reportedbutunpaidlosses
Incurredbut notreportedlosses
Totalnoncurrentliabilities

Totalliabilities __________

Netnaseta

14,163 8,372 267 22,802 2.202
4,846 3,141 816 8,809 663

7 12 19

1,736 10,967 2 t2,705
113

2
5,947 152 6,099

1 1,347
4,965
4,270

t,345
4,965
4,270

26,700. 33,060 t,237 61.017

2,996
2.973
8.949

6,649
15,645
58,133
59,381

6,849
15,645
58,133
59,281

. 10.031
____________ ____________ ___________ 0,954

— 139,908 ______________ uo,pos 19.985

26.700 172,988 — 1,237 - 200,925 28,934

10,894 426,183 7,513 444,590 16,738!

1,245 1.245
3,008 3,008
3,669

13,217
2,370 (3S,477)~

3.669
13217

83!!_ (24.714) ____ l5.1Th~

35



PIMA COUNTY Exhs’bitA.8

STATEMENTOFREVENUES,EXPENSESAND CHANGESIN FUND NET ASSETS
PROPRIETARYFUNDS

For the YearEndedJune30, 2003
(inthousands)

Operatingrevenues:
Netpatientservices
Chargesfor services
Other(including523,799indisproportionate

sharesettlement)
Reimbursementofdisproportionatesharesettlement

$ 195,872
61,223 $

Governmental
Activities-

InternalSesvice
Funds

Totalnetoperatingrevenues 200,44)_ 52,217 10,045 262,923 29,501

Operatingexpenses:
Employeecompensation
Medicalclaims
Operatingsuppliesandservices
utilities
Sludgeandrefissedisposal
Repairandmaintenance
Landfill clostsreandpostelosurecarecoats
Incurredlosses
Insurancepremiums
GeneSand administrative
Consultantsand professionalservices
Depreciationandamortization

Totalopeeatirsgexpenses

59,040
127,235

7,889
1,328

1,446 5,105
1,078

90,824
127,235
13,854
3,575
2,242
6,801
1,078

7,036
4,822
4,123

635
1,942

28,874

Operatingincome(loss) (21,027) (17,133) 318 (
3~.M2) 627 -

Nonoperatingrevenues(expenses):
Grants
SharedState taxrevenue
Interestincome
Sewerconnectionfees
Interestexpense
Losson diaposalof capitalassets
Amortizationof deferredcharges

4,605 304
959

575 1,014
20,280
(5,271)

(213)
_________________ (89)

4,909
959

138 1,727
20,280
(5,434)

(6) (338)
________________ (89)

(910)

Totalnonnperatingrevenues(expenses):

Income(loss)beforecontributions,cranstitrsand
extraordinaryitem:
Capitalcontributions
Extraordinaryitem:

LossbornStateTreasures’sLocal Government
InvestmentPool

Transfersin
Ttanallrs(out)

Netassetsat beginningofyear

Net assets at end ofyear

4,898 16,984 132 22,014 (181

)

26,883 386,338 15,836 429,057 — 32,431

S 26,481 $ 398,628 $ 15,906 441,015 $ 31,869
~ —-_--—-e

Someamountsreported forhuntress-typeactltd/esitt the
statementofactivitiesaredifferentbecauseaportion ofthe
netrevenueofcestaitainternalservicebindsisreported
with business-typeactivities;

Changeinnetassetsofbusiness-typeactivities $ 12,079

Business-typeActivities
EnterpriseFunds

Waatewater
Management

Pints
HealthCare

System

S 195,872

28,307
(23,518)

Other
Enterprise

Funds

- Total
Enterprise

Funds

$ 51,346 $ 9,871

871 168 29,346 750
________________________________ (23,5181

28,752

25,378

5,228
1,977
2,242

6,406

747

270

250

1,141
471
442

9,727

5,885

4,293

78

9,931
13,434
1,385

221,688

8,026
3,646

16,670
69,350

29,098
17,551
18,491

300,765

(163)
(119)

729

(16,129) (149) 450 (15.828)

Changein netassets

446

1,829 13,702 15,521

(1,154)
23,065
(7,993)

(1,263) (246)

- (134)

(2,673)
23,065
(8,127)

(1,220)
202

(402) 12,290 70 11,958 (562)

8cc Notes to theFinancial Statements

121
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PIMA COUNTY ExliibitA-9

STATEMENTOF CASH FLOWS
PROPRIETARYFUNDS

For theYearEndeditrne30,2003
(in thousands)

Cashflowsfrom operatingactivities:
Cashreceivedfrom otherfundsfor goodsandservicesprovided
Cashreceivedfrom customersfor goodsandservicesprovided
Cashreceivedfrom miscellaneousoperations
Cashpaymentsto suppliersfor goodsandservices
Cashpaymentsto otherbandsfor goodsandservices
Cashpaymentsfor incurredlosses
Cashpaymentsto employeesforservices

Netcashprovidedby (used)for operatingactivities

Cashflowsfrom noncapitalfinancingactivities:
Interestpaidon short-Ienncredit
Transfersin
Transfersout
Loan payments(tornotherbinds
Proceedsof loansfrom otherbinds
Loanpaymentsto otherbands
SharedStatetaxrevenues
Grantrevenues -

Netcashprovidedfor noncapitalfinancingactivities

Cashflowsfrom capitalandrelatedfinancingactivities:
Proceedsofloans
Principalpaid on bondsandloans
Interestpaidon bondsandloans
Sewerconnectionfees
Proceedsfrom saleofcapitalassets
Purchaseofcapitalassets

Netcashusedfor capitalandwhitedfinancingactivities

Cashflows from investingactivities:
Interestreceivedon cashandinvestments
Lossfrom StateTreasure?sLocalGovernment
InvestmentFool

Netcashusedfor iavestlngactivities

Net increase(decrease)in cashandcashequivalents

(176)
21,065

(134) (8,127)
2,238 2,313

12,643
(10) (12,584)

958
-

Governmental
Activities-

InternalService
Funds

Cashandcashequivalentsat beginningofyear

Cashandcashequivalentsat endofyear

SeeNotestotheFinancialStatements

34,033 39,564 6,780 80~!~— 44,891

$ 23,748 $ 8,868 - $ 9,363 S 4h?!L, $ 42,549 -

(Continued)

$

Pints Other Total
HealthCare Wastewater Enterprise Enterprise

System - Management Funds — Funds

$
6,472

193,411
2,938

(156,235)
(3,489)

$
51,599
2,449

(19,752)
(8,815)

$ 627
9,880

148
(1,650)
(2,383)

7,099
254,890

5,535
(177,637)
(14,687)

- (5&~~) (24,813) (5,958) (89,32~

$ 28,755

693
(11,317)
(2,232)
(9,194)

—‘

- 608 664 (14,125) 886

(176)
21,065
(7,993)

75
1,736 10,907

(12,574)
958

4,211 304

202

2,211

(2)

- 6,269 12,244 2,094 20,607 ____________

9,746 9,746
(8,887) (8,887)
(4,742) (4,742)
19,701 19,701

568

— (59,228) (71) • (59,860)
440

(5,618)

(56Q (43,410) SZP — (t
19~!1 (5,17~

1,125 142 1,835 749

(1,164) (2,263) 2~i (2,673J~ - (1,210)

(5~ (138) (I~J~ (8~ $61)

(10,285) (30,696) 2,583 (38,398) (2,342)
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PIMA COUNTY ExhibitA-9J

STATEMENTOFCASHFLOWS
PROPRIETARYFUNDS
For theYearEndedJune30,2003
(in thousands)
(Continued)

Reconciliationof’operating income(loss)to net
cashprovided(used)by operating acTivities

Operatingincome(loss)
Adjustmentsto reconcileoperatingincome(loss)to

netcashprovided(used)by operatingactivities:
Depreciationandatnortization
Provisionfor doubtful accounts
Landfill closureandpostclosurecarecosts
Decrease(increase)in accountsreceivable
Decreasein intertbndreceivables
Decrease(increase)in inventotyandotherassets

Increase(dt~rease)in accountspayable
(Decrease)In interfund payables
(Decrease)in reportedbutunpaidlosses
Increasein incurredbutnot reportedlosses
Increase(decrease)in other current liabilities

Governmental
Activities-

InternalService
Funds

$ 627

(69)

(461)
1,071

(3,975)
1,817

(66)

1,385
6,203

16,670

1,078

Pima Other Total
Health Care Wastewarer Enterprise Enterprise

System Management Funds -- Funds
$ (21,027) $ (17,133) $ 318 $ (37,842)

442 18,497

(3,328) 1,497 (17) (1,848)
500 500
(732) 233 (15) (514)

(3,025) (2,237) (84) (5,346)
(23) (5) (28)

4,650 505 20 5,175

6,203
1,078

1,942

Net cashprovidedby (used)for operatingactivities S (15,397) $ 608 $ 664 S (14,125) $ 886

Noncashinvesting,capital,andfinancingactivitiesduringthe yearendedJune30,2003:

WastewaterManagementEnterpriseFundretiredcapitalassetswith a net bookvalueof$213,

WastewaterManagementEnterpriseFundreceivedcapitalassetswith anetbookvalueof$1j29 fromtheOtherinternalServiceFunds,

WastewaterManagementEnterprise Fund wascontributeddeveloper built conveyance systemswithestimatedfair valuestotaling$12,473. These
contributionswererecordedasanincreasein capitalassetsandcapitalcontributions(anoncashtransaction).

WastewaterManagementEnterpriseFundreceivedcapitalassetswith a netbookvalueof$99 from the Capital ProjectsFund.

PimaHealthCareSystemEnterprise Fund retired equipmentwith a netbookvalue of$119

PimaHealthCare SystemEnterpriseFundreceivedequipment from the Capital ProjectsFundwith a net bookvalueof$I,813and received

donatedequipmentvaluedat$6,
Other EnterpriseFundsdisposedofcapitalassetswith anetbookvalueof$6.

OtherInternalServiceFundsretiredequipmentwitha netbookvalueof$221,

SeeNotesto theFinancialStatements
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PIMA COUNTY
STATEMENTOF FIDUCIARY NET ASSETS
Fiduciary Funds
June30, 2003
(in thousands)

Investment
Trust

ASSETS
Cashandcashequivalents
Interest receivable

Duefrom other governments

TotaLassets ________________

LIABILITIES
Employeecompensation
Dueto other governments
Depositsandrebates

Total liabilities ________________

NET ASSETS ___________

Heldin trust for pooi participants _______________

SeeNotesto theFinancialStatements

Exhibit A-H)

Agency
FundsFunds ...

$ 122,905
272

S 33,584

3,978

123,177 - 37,562

2,522
13,531
21,509

- $~

123,177
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Exhibit A-Il

ADDITIONS

Contributionsfrom participants
- Total contributions

Investmentinterestearnings
Total investmentearniâgs

Totaladditions

DEDUCTIONS
Distributionsto participants

Total deductions

Changein net assets

Netassetsheld in trustJuly 1,2002

Net assetsheld in trust June30,2003

SeeNotesto theFinancialStatements

S 1~832,528
1,832,528

3,133
3,133

1,835,661

1,875,271

1,875,271

(39,610)

162,787

~ 123,177

PIMA COUNTY
STATEMENTOFCHANGESIN FIDUCIARY NET ASSETS
FiduciaryFunds
FortheYearEndedJune30,2003
(in thousands)

Investment
Trust
Funds
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PIMA COUNTY
COMBINING STATEMENTOFNET ASSETS
ComponentUnits
June30,2003
(in thousands)

ASSETS
Cashandcashequivalents
Investments
Accounts receivable(net)
Inventories
Prepaids
Other assets
Restrictedassets:

Cashandcashequivalents
Regulatory asset

Capitalassets(net):
Land
Buildingsandimprovements
Machineryand equipment
Watersystem
Construction in provess

Total assets

LIABILITIES
Accountspayable
Depositsandrebates
Payable from restricted assets
Noncurrent liabilities:

Duewithin oneyear:
Contractsandnotes
Revenuebonds

Duein more thanoneyear:
Contractsand notes
Revenuebonds

Total liabilities

NET ASSETS
Investedin capitalassets,netofrelateddebt
Restrictedfor

Debtservice
Capital projects

Unrestricted
Total net assets

SeeNotesto the Financial Statements

192
1,596 14

3,345 Il

7,812

950 8

812 $ 10,914
1,327

28 1,593
37 417
20 212

1,619

3,356
7,812

958
3,397

771
35,674
3,154

71.204

Metropolitan Marana
Domestic Domestic

Water Water Southwestern
Improvement Improvement Fair

District District Commission

Exhibit A-12

Total

$ 9,938 $
1,327
1,504
377

164 S

61
3

9

1,749
561

34,702
2,785

66.838

2
15

972
369

1,619

1,646
195

. 2,747

1,409
139
534

- 18
17

169
12

1,596
168
534

105
1,980

26
7

104 235
1,987

1,716
46,184 — •

1,107
327

533 3,356
46,511

52,067

1,603

1,502 —~ —-

(87)

818

1,204

54,387

2,720

2,386
425

11
30

2,397
455

S

10,357
14,771 $ -

193
117 $

695
1,929 S

11,245
!6!tL
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PIMA COUNTY

Notesto FinancialStatements
June 30,2003
(in thousands)

NOTE1: SUMMARY OFSIGNIfiCANT ACCOUNTING POLJCIF,S

The accountingpolicies of Pima~County conform to generallyacceptedaccounting principles applicableto
governmentalunitsadoptedby theGovernmentalAccountingStandardsBoard(GASB).

A. ReportingEntity

The Countyis ageneral-purposelocal governmentthatis governedby aseparatelyelectedboardofPima County
supervisors.TheaccompanyingfinancialstatementspresenttheactivitiesoftheCounty(the primarygovernment)
anditscomponentunits.

Component units arelegally separateentitiesfor which the County is consideredfinanciallyaccountable.Blended
componentunits, althoughlegally separateentities,arein substancepartoftheCounty’soperations.Therefore,data
from theseunits is combinedwith dataofthe primarygovernment Discretely presentedcomponentunits, on the
otherhand,are reportedin a separatecolumn in the combined financial statementsto emphasizethey are legally
separatefrom the County. Each blended anddiscretely presentedcomponentunit discussedbelowhasa June30
year-end.

The Municipal PropertyCorporation(MPC) is a nonprofit corporationcreatedby the Pima County Board of
Supervisorsto assistin the developmentof the County, among other things, by acquiring, constructing and
improvingany facilities, including realpropertyand improvements and personalproperty, entirely for useby the
County. The Corporationundertookits first bond issuein October, 1992. TheCorporation is governedby a five-
memberboard electedby the PimaCountyBoard of Supervisorsto one-yearterms. TheCorporation is reported asa
specialrevenuefund (blended componentunit) in these financialstatements. Complete financial statementsfor the
MPC canbe obtainedfrom the Pima CountyFinance Departmentlocatedat 130 West CongressStreet,Tucson,
Arizona85701.

The Piina County Stadium District, a legally separateentity, was formed to promote andestablishmajor league
- baseball springtraining in PimaCounty.TheBoard ofDirectors of the District comprisesthe sameindividuals who

constitute thePima CountyBoard ofSupervisors.Acting in thecapacityoftheBoard ofDirectors, the PimaCounty
Board ofSupervisorsis ableto imposeits will ontheDistrict. TheBoard ofDirectors leviesthe carrental surcharge
rates andthe recreation vehicle (RN) parktax for the District. The District is reportedasa specialrevenue fund
(blended component unit) in thesefinancial statements. Complete financial statementsfor the District canbe
obtainedfromthePirna CountyFinanceDepartment locatedat 130 WestCongressStreet,Tucson,Arizona 85701.

The Pima County Library District wasestablishedin 1986when legislation allowed full taxing authority andthe
ability to enter into agreementswith otherjurisdictionsfor theprovision of libraryservices.The Board ofDirectors
isthe Pima County Board of Supervisors. The termsof theBoard are determinedby the actual time one is a Pima
County Supervisor. The Library District and theCity of Tucson have had intergovernmental agreementsto provide
library servicessince 1986.The LibraryDistrict isreported asa specialrevenuefund(blended componentunit) in
these financial statements. Financial information for the District is presentedin the Combining Statementsand
Other Schedules— Other (Non-major) GovernmentalFundson pages88-91ofthis report.

The Pima County Flood Control District wasestablishedJune 5, 1978,and becameoperational on July 1, 1978. To
comply with federal law, the Stateof Arizona enactedtheFloodplainManagementAct of 1973. This actauthorized
the counties in Arizona to adopt rules andregulations concerningthe managementof floodplain areas. The Stateof
Arizonasubsequentlyauthorized flood control districtsto levy taxes on real property to finance district-operating
expenses.The district is responsiblefor floodplain management activities for the unincorporated areasof Pima
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County(exceptingthenationalforests,parks,monumentsandIndianNations)andtheCityof SouthTucson,andthe
TownofSahuarita. The Finn County Board of Supervisorsis the Board ofDirectors for the Flood Control District.
The Flood Control District is reportedas a special revenue fund (blendedcomponentunit) in these financial
statements. Completefinancial statementsfor the District can be obtained from the Pima County Finance
Departmentlocatedat 130 WestCongressStreet,Tucson,Arizona85701.

The MetropolitanDomesticWaterImprovementDistrict (MI)WID) of Plum County,a legallyseparateentity, was
formedby the PimaCountyBoard ofSupervisorsonJuly 7, 1992. The initial BoardofDirectorsoftheDistrict was
comprisedof five members appointed by thePimaCountyBoard of Supervisors to varying terms. In November
1994,threememberswereelectedto four-yearterms. The BoardofDirectorsoftheDistrict hasall thepowersand
dutiesoftheBoardofSupervisorsof Pima County sitting asthe board of directors of a countyimprovementdistrict
that are not in conflict with the provisionsof the law. The PimaCountyBoard of Supervisors may review all
financial transactionsoftheBoardofDirectorsof theDistrict. Additionally, thePimaCountyBoardof Supervisors
mayrevokeat anytime theauthorityoftheBoardofDirectorsoftheDistrict inordertoprotectthe residentsof the
District. If this should occur, thePimaCounty Board of Supervisors would govern the District. Basedon these
factors,the District is reportedas aseparatecomponentunit (discretepresentation)in thesefinancial statements.
Completefinancial statementsoftheDistrict can be obtainedfrom its administrativeofficeslocatedat 6265 North
La CanadaDrive, Tucson,Arizona 85704.

The Southwestern Fair Commission,Inc. (SFC) is a nonprofit corporation,which managesand maintainsthe
fairgrounds owned by the County and conducts an annual fair and other events at the fairgrounds. The-

Commission’smembersare appointed,andcanberemovedat any time, by thePimaCounty Boardof Supervisors.
Basedon thesefactors,SEC is reportedas a separatecomponentunit (discretepresentation)in thesefinancial
statements. Completefinancial statementsfor SEC canbe obtainedfrom the Finn CountyFinanceDepartment
locatedat 130WestCongressStreet,Tucson,Arizona85701.

The Marana Domestic Water Improvement District (MARANA) of Pima County is a municipal corporation
organizedin 1997 underthe lawsof Arizona. It is a public servicecorporationauthorizedto engagein the saleof
wattr for commercialanddomesticuse. TheBoardofDirectorsof theDistrict areappointedby thePimaCounty
Boardof Supervisors. The Board of Directorsof the District has all the powersand duties of the Boardof
SupervisorsofPima County, as theboard ofdirectors ofa County improvement district that arenot inconflict with
the provisions of the law. The Pima County Supervisors may review and shall have veto authorization over all
financialtransactionsof theBoardofDirectorsof theDistrict. Additionally, the PimaCountyBoard ofSupervisors
mayrevokeatanytimetheauthorityof theBoardof DirectorsoftheDistrict in orderto protecttheresidentsof the
District. If this shouldoccur,the PimaCountyBoardof Supervisorswould governtheDistrict. Basedon these
factors,the District is reportedasa separatecomponentunit (discretepresentation)in thesefinancial statements.
Completefinancialstatementsofthe District canbeobtainedfrom its administrativeofficeslocatedat16560W. El
Tiro Road, P.O.Box 518,Marana,Arizona 85653-0518.

B. BasisofPresentation

The basic financial statementsinclude both government-widestatementsandfund-based financial statements. The
government-widestatementsfocus on the County as a whole, while the fund-basedfinancialstatementsfocus on
majorhinds. Eachpresentationprovidesvaluableinformationthat canbe analyzedandcomparedbetweenyears
andbetweengovernmentsto enhancethe usefulnessoftheinformation. -
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Government-wide statements - provide information about the primary government(Pima County) and its
componentunits. The statementsinclude a statementof net assetsanda statementof activities. Thesestatements
report the financial activities of the overall government, except for fiduciary activities. They also distinguish
betweenthe governmentalandbusiness-typeactivitiesof theCountyand betweenthe County and its discretely
presentedcomponentunits. Governmentalactivitiesgenerallyare financedthroughtaxes and intergovernmental
revenues. Business-typeactivities are financedinwholeor inpartby feeschargedto externalparties.

A statementofactivities presentsa comparison betweendirect expensesand programrevenuesforeachfunctionof
theCounty’sgovernmentalactivitiesandsegmentof its business-typeactivities. Direct expensesarethosethat are
specifically associatedwith a programor function and, therefore, are clearly identifiable to a particular flmction.
TheCountydoesnot allocateindirectexpensesto programsor functions. Programrevenuesinclude:

• Chargesfor services(finesandforfeitures, licensesandpermits,andspecialassessments).
• Operatinggrantsandcontributions.
• Capitalgrantsandcontributions.

Revenuesthat are not classifiedas programrevenues,including internally dedicatedresourcesandall taxes,are
reported asgeneralrevenues.The net effectof interfund activity hasbeen eliminated front the government-wide
financialstatementsto minimizethedoublecountingof internalactivities.

Fund-basedfinancialstatements— provide information aboutthe County’s funds, including fiduciary funds and
blendedcomponentunits. Separatestatementsarepresentedfor the governmental,proprietary,and fiduciary fund
categories. The emphasisof fund-basedfinancial statementsis on major governmentalandenterprisefunds, each
displayedin aseparatecolumn. All remaining governmental and enterprise fimds are aggregatedandreportedas
non-major funds.Fiduciaryfundsareaggregatedand reportedby fund type.

Proprietaryfund operatingrevenues,suchas chargesfor services,result from transactions associatedwith each
fund’s principal activity in which each party receivesand gives up essentially equal values. Non-operating
revenues,suchassubsidiesand investmentearnings,resultfrom transactionsin which thepartiesdo not exchange
equalvalues. Revenuesgeneratedby ancillaryactivitiesare also reported asnon-operatingrevenues.

The County reportsthefollowing major governmentalfunds:

The GeneralFund— is theCounty’sprimaryoperatingfund. It accountsfor all financialresourcesof the general
government,exceptthoseroquiredtobe accountedfor in anotherfund.

The Capital Projects Fund — accounts for financial resourcesto be used for the acquisition or constructionof
major capital facilities,other than thosefinancedby proprietaryfunds.

The County reports the following major enterprise funds:

Pima Health care System— provides health careservicesthroughKino Hospital, Pima HealthSystem,andHome
Health including inpatient hospital careandoutpatient clinical care for medicalandpsychiatric problems, indigent
health careunder the Arizona Health Care Cost Containment System(AHCCCS), an alternativeto Medicaid,home
healthservicesandlong-termnursingcare.

Wastewater Management Fund — accountsfor the managementand operation of wastewater treatment, water
pollution control programs, andsolid wastemanagementthroughout theCounty.
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TheCountyreportsthe following fund types:

Internal servicefunds — account for thefinancing of goodsor servicesprovidedby onedepartmentor agencyto
other departmentsor agenciesoftheCounty, or to othergovernmentalunits, on acost-reimbursementbasis. These
fundsaccountfor automotivemaintenanceandoperation,insurance,printingandgraphics,andtelecommunications
services.

Investmenttrust funds — accountfor assetsheld by the CountyTreasurerin an external investmentpool and
individual investmentaccountsfor thebenefitof outsidejurisdictions.

Agencyfunds— accountfor the assetsheldby theCountyasan agentfor individuals,privateorganizationsorother
governmental units. The agency fund is custodial in natureanddoesnot present results of operationsor havea
measurementfocus.

C. BasisofAccounting

The government-wideand proprietary funds financial statementsare presentedusingthe economicresources
measurementfocusandthe accrualbasisof accounting. Revenuesare recordedwhen earnedandexpensesare
recordedat the time liabilities are incurred,regardlessof whentherelatedcashflowstakeplace.Propertytaxesare
recognizedasrevenuein the yearforwhichtheyarelevied. Grantsanddonationsarerecognizedasrevenueassoon
as all eligibility requirementsimposedby theproviderhavebeenmet.

Governmentalfkmds in the fund-basedfinancial statementsare reportedusing the current fmancial resources
measurementfocusandthemodified accrualbasisofaccounting. Underthismethod,revenuesarerecognizedwhen
measurableandavailable. TheCountyconsidersall revenuesreportedin thegovernmentalfundsto beavailableif
the revenuesarecollectedwithin 30 daysafter year-end. Expendituresarerecordedwhentherelatedfund liability is
incurred,exceptforprincipalandintereston generallong-termdebt,claimsandjudgments,compensatedabsences,
and landfill closureandpostclosurecarecosts,which arerecognizedasexpendituresto theextentthey are dueand
payable. Generalcapitalassetacquisitionsarereportedas expendituresin governmentalfunds. Proceedsofgeneral
long-termdebtandacquisitionsundercapitalleaseagreementsare reported asotherfinancingsources.

Under the termsof grantagreements,the County fundscertainprogramsby a combinationof grantsandgeneral
revenues. Therefore,whenprogramexpensesare incurred,there are both restrictedandunrestrictednet assets
available to financethe program. The County applies grant resourcesto suchprogramsbeforeusing general
revenues.

TheCounty’sbusiness-typeactivitiesandenterprisefundsfollow FASB StatementsandInterpretationsissuedon or
beforeNovember30, 1989; Accounting PrinciplesBoardOpinions; andAccounting ResearchBulletins, unless
thosepronouncementsconflict withGASBpronouncements.
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D. CashandInvestments

For purposesof its statementof cashflows, the Countyconsidersonly thosehighly liquid investmentswith a
maturityof 3 monthsor lesswhenpurchasedtobecashequivalents.

Nonparticipating interest-earninginvestmentcontractsare stated at cost Money market investmentsand
participatinginterest-earninginvestmentcontractswitha remainingmaturityof 1 yearor lessattimeof purchaseare
statedatamortizedcost. All otherinvestmentsarestatedatfair value.

If an individual fUnd hasa deficit balancein the amounton depositwith theCountyTreasurerat year-end,that
balanceis reclassifiedasanamountduetootherfunds.

E. Inventories

Inventoriesof the govermnentalfunds consistof expendablesuppliesheldfor consumptionandare recordedas
expendituresatthe time ofpurchase.Amountson handatyear-endare shownonthebalancesheetas anassetfor
informationalpurposesonly and are offset by a fund balancereserveto indicatà that they do not constitute
“availablespendableresources.”Theseinventoriesarestatedatcostusingthefirst-in, first-outmethodor avenge
costmethod. Inventoriesof:

• PimaHealth Care System,an enterprisefund, are valuedat the lower of costor market,costbeing
determinedonthefirst-in, first-out method.

• WastewaterManagement,anenterprisefund, are valuedatlowerof costor market,costbeingdetermined
usingthemovingavengemethod.

• Automotive Services,an internal service fund, are valued at the lower of cost or market, cost being
determinedusingthemovingavengemethod.

F. PropertyTaxCalendar

The Countyleviesrealpropertytaxeson or beforethethird Mondayin Augustthatbecomedueandpayablein two
equal installments. The first installmentis dueon thefirst dayof Octoberandbecomesdelinquentafter the first
businessdayof November. Thesecondinstallmentis dueonthefirst thy of Marchof thenextyearandbecomes
delinquentafterthe first businessthyofMay.

Personalpropertytaxesare alsoleviedonorbeforethe third Mondayin Augustandbecomedueandpayablein two
equalinstalhnents.The first installmentis dueon the first thy of Octoberandbecomesdelinquentafter thefirst
businessdayof November. Thesecondinstallmentis dueon thefirst thy ofMarch of thenextyearandbecomes
delinquentafterthefirstbusinessdayofMay.
A lien assessedagainstreal andpersonalpropertyattacheson thefirst thy of Januaryprecedingassessmentand

levy.

0. CapitalAssets

Capitalassetsare reportedatactualcost,or estimatedhistoricalcost[(historicalrecordsarenotavailable. Donated
assetsarereportedatestimatedfairvalueatthetime received.

Excludingcomponentunits,capitalizationthresholds,depreciationmethods,andestimatedusefullives of capital
assetsreportedin thegovernment-widestatementsandproprietaryfundsareasfollows:
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Buildingsandbuilding
improvements

All StraightLine

Infrastructure $100 StraightLine 20 to 50 Years

Landimprovements $100 StraightLine 20 to 25 Years

Wastewatersewerconveyance $ 20 StraightLine 20to 50Years

Wastewatertreatmentfacilities, $ 20 StraightLine
transferstationsandother
propertyandequipment

H. InvestmentIncome

Investmentincomeiscomposedofinterest,dividends,andnetchangesin thefair value ofapplicableinvestments.

I. CompensatedAbsences

Compensatedabsencesconsistof vacationleaveandacalculatedamountof sick leaveearnedby employeesbased
on servicesalreadyrendered.

Employeesmayaccumulateup to 240 hoursof vacationdependinguponyearsof service,but anyvacationhoursin
excessof the maximumamountthat are unusedat year-endareforfeited. Upon terminationof employment,all
unusedandunforfeitedvacationbenefitsarepaidto employees.Accordingly, vacationbenefitsareaccruedasa
liability in thefinancialstatements.

Employeesmay accumulatean unlimitednumberof sick leavehours. Generally,sick leavebenefitsprovide for
ordinarysickpayandare cumulativebut areforfeiteduponterminationof employment.Sickleavebenefitsdo not
vestwith employees,howeveran estimateis madefor non-vestedsick leave. For employeeswho havetwentyor
moreyearsof continuousservicewith theCountyor whohaveacombinedtotal of ageandyearsof serviceequalto
eighty points, and who retire from County service into the Arizona State RetirementSystem,Public Safety
PersonnelRetirementSystem,or CorrectionsOfficer RetirementPlan,sick leavebenefitsdovestand,therefore,are
accrued.

Land

Equipment

Automotiveservicevehicles

Capitalization
Threshold

Depreciation
Method

Estimated
UsefulLife

All N/A N/A

StraightLine

7 to 40 Years

3 to25 Years

Sto 15Years

$5

$5 UnitsofProduction
Basedon numberof

hoursormiles

50 Years
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NOTE 2: NETASSE_TBEGINNING BALANCES RESTATED

Thebeginninggovernmentalactivitiesandbusiness-typeactivitiesnetassetbalancesarebeingrestateddueto an
error in the calculationof the internalbalancesfrom the Internal ServicesFundassets,liabilities andnet revenues
whichwereincludedin thebusiness-typeactivitiesin theprioryear.

Governmental Business-type
Activities . Activities

Netassets-June30,2002,aspreviouslyreported $ 358,237 $ 432,437
Correctionoferror - 3,531 (3,531)
Netassets,July 1, 2002,asrestated $ ~~ 361,768 $ 428,906

The beginningdiscretelypresentedcomponentunits’ netassetbalancewas restatedby $(13) to includetheMarana
DomesticWaterImprovementDistrict Although this District should have been included in the prior year, its
financial information was immaterial andunaudited,and therefore not included. The discretelypresented
componentunitswerethereforerestatedthisfiscalyearto includethis District.

NOTE 3: CASH AND INVESTMENTS

PRIMARY GOVERNMENT

The County’s cashand investmentpolicies are govemedby Statestatutesandby bond covenants.The County.
Treasureris authorizedto investpublic moniesin theStateTreasurer’sInvestmentPool; interestbearingsavings
accounts,certificatepofdepositandrepurchaseagreementsin eligibledepositories;bondsor otherobligationsissued
or guaranteedby the United Statesgovenunent;andbondsof the Stateof Arizonaor any of its counties,cities,
towns,school districtsasspecifiedby statute. Statestatutesalsorequirecollateralfor demanddeposits,certificates
of depositandrepurchaseagreementsat 101 percentof all depositsnot coveredby Federaldepositoryinsurance.
Obligationsthat maybepledgedascollateralareobligationsoftheUnitedStatesandits agencies,andobligationsof
the variousstatesand theirmunicipalities,schooldistrictsand specialdistricts. At leastmonthly, theTreasurer’s
Office determinesthat thecollateralis adequateto coverthedepositsby calculatingtheloweramountofparor fair
valueof individual securitiespledgedascollateral.

Most cash,including amountsheld in trustandagencycapacityfor otherentities,is depositedwith theCounty
Treasurerwhoinveststhepooledbalancesonashort-termbasis. Interestreceivedis allocatedmonthly,on thebasis
of avengedaily cashbalances,to separatedistricts andto variousCounty funds. The CountyTreasureralso
maintainsdiscretedepositandinvestmentaccountsfor various fundsandotherentities. Depositsand investments
aredisplayedon thefinancial statementsascashandcashequivalents,depositswith fiscalagents,investments,and
restrictedassets.

County Treasurer’sInvestmentPool—ArizonaRevisedStatutesrequirecommunitycolleges,scbooldistricts,and
otherlocal governmentsto depositcertainpublic monieswith the CountyTreasurer.TheCountyTreasurerhasa
fiduciary responsibilityto administerthoseandtheCountymoniesunderherstewardship.TheCountyTreasurer
invests, on a poo1basis,all idle moniesnotspecificallyinvestedfor a fund or program. In addition,the County
Treasurerdeterminesthe fair valueof thosepooled investmentsannuallyat June30. The CountyTreasurer’s
InvestmentPool is not registeredwith theSecuritiesandExchangeCommissionas an investmentcompanyand
thereis no regulatoryoversightof its operations. Thestructureof thepool doesnot providefor sharesand the
County has not provided or obtainedany legally binding guaranteesto support the value of the participants’
investments.
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Deposits—At June30,2003, the investmentpoolhadcashon hand of $4. The carryingamountof thepool’s total
cashin bank was $26,369andthebank balancewas $38,398. Of the bankbalance,$100 was coveredby federal
depositoryinsuranceand$38,298was coveredby collateralheldby thepledgingfinancial institution’sagentin the
County’s name.

Investments—AtJune 30, 2003, the CountyTreasurer’sInvestmentPool’s investmentsconsistedof $226,213
investedin the StateTreasurer’sInvestmentPool. TheStateBoardof Investmentprovidesoversightfor theState
Treasurer’spools, and the Local GovernmentInvestmentPool Advisory Committeeprovidesconsultationand
advice to the Treasurer. The fair valueof a participant’sposition in the pool approximatesthe value of that
participant’s pool shares. Thosesharesare not identified with specific investments, are not subject to custodial
credit risk, and have no stated interest rate or maturitydate.

A condensedstatementof the investmentpool’s netassetsandchangesin netassetsfollows:

StatementofNet Assets

Net assetsheld in trust for:
Internal participants $ 149,303
External participants 103,469

Total Liabilities $ 0

Total netassetsheld in trust $ 252,772

StatementofChangesin Net Assets
Total additions $ 4,851,230
Total deductions (4,880,720)

Net decrease (29,490)

Net assetsheld in trust:

July 1, 2002 282,262
June 30, 2003 $252,772

Oilier Cash andInvestments—AtJune 30,2003, the total nonpooledcashonhandwas $53. The carrying amount
of the total nonpooledcashin bankwas$19,557,and thebankbalancewas $20,374. Of thebankbalance,$16,408
was covered by federal depository insurance;$3,129 was covered by collateral held by the pledging financial
institution’sagentin theCounty’sname;and $837was uninsured and uncollateralized.

Depositsheld inescrowtotal$5,731. Theyarenotreflectedin arisk category.

TheCounty’snonpooledinvestmentsarecategorizedbelowto giveanindicationof thelevel ofrisk assumedby the
Countyat year-end. CategoryI includesinvestmentsthatare insuredor registeredin the County’snameor for
which the securitiesareheldby theCountyor its agentin theCounty’sname. Category2 includesuninsuredand
unregistered investmentsfor which the securitiesare held by the counter party’s trustdepartmentor agent in the
County’s name. Category 3 includesuninsuredandunregisteredinvestmentsfor whichthesecuritiesareheld by the
counterparty, or by its trustdepartment or agent,but not in the County’s name. TheCounty’s investment in the
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StateTreasurer’slnvestmentPool representssharesof the pool’s portfolio. Thosesharesarenot identifiedwith
specificinvestmentsandarenotsubjectto custodialcreditrisk.

U.S.GovermnentIssues $ 0 $ 0 $ 1,646 $ 1,646 $ 1,646

StateTreasurer’sInvestmentPool

Total

125,522 125,522

$ 127,168 $ 127,168

A reconciliationoffinancial statementamountsto amountsdisclosedwithin thisfootnoteis asfollows:

BasicFinancialStatements:

Government-WideStatementofNetAssets:
Cashandcashequivalents
Restrictedassets:

Cash& cashequivalents
Investments
Depositswith fiscal agents

Statement ofFiduciasyNetAssets:
InvestmentTrustFunds
AgencyFunds

$ 96,043

149,145
2,750

68

122,905
33,584

Total

Note3

$ 405,095

Cashin bankandon hand
Depositsheld in escrow
CountyTreasurer’sInvestmentPool
OtherInvestments

$ 45,983
5,731

226,213
127,168

Total $• 405,095

Category
InvestmentType - 1 2 3

Reported
Amount

Fair
Value
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DISCRETELYPRESENTEDCOMPONENTUNITS

Metropolitan DomesticWaterImprovementDistrict (MDWIDJ—At June30,2003,MDWID’s cashdepositshada
carryingbalanceof $1,213andacorrespondingbankbalanceof$ 1,234. Of thebankbalance$440wascoveredby
federaldepositoryinsuranceandthe remainingamount,with theexceptionof operatingcashaccounts,was fully
insuredorcollateralizedwith securitiesheldby MDWID or its agentsinMDWID’s name.

TheMDWID cashandcashequivalentsalso include$1,850in operatingfundsheld by thePimaCountyTreasurer,
which representaportionof thePimaCountyTreasurerinvestmentpool portfolio for theyearendedJune30,2003;
$9,091depositedwith the Stateof ArizonaTreasurer; and$1,129 in moneymarketfunds. Thesedepositsarenot
subject to custodial credit risk. At June30, 2003, MDWID’s investmentshada fair value of $1,327. These
investmentswere with federallyinsuredagenciesandwere consideredcustodialcreditrisk category1, indicating
theywereinsuredorregisteredin MDWID’s nameor thesecuritieswereheldby MDWID or its agent in MDWII)’s
name.
Marana DomesticWaterImprovementDistrict —At June30, 2003,thedistrict’s cashandcashequivalentswere
$175andincludedcashonhandandamountsheldbythe PijnaCountyTreasurer.

SouthwesternFair Commission—AtJune30,2003, thecommission’s$812of cashand
ofdepositswith financial institutions,of which$500wasuninsuredanduncollateralized.

cashequivalentsconsisted

StateofArizona:
Taxesandsharedrevenues
Grantsandcontributions
Reimbursementfor services

City ofTucson:
Reimbursementfor services

Duefrom othergovernments:
Reimbursementfor services

15,594

965 1,097

16,756
38 8,905

38

2,304

13 407

Duefromothergovernments
StatementofNetAssets

Amountunavailableand
thereforenotaccruedin
governmentfunds - (6,802) ___________ (3,259)

$ 40,372

Total duefromothergovernments-
fund basedstatements $ 10,281 $ 2,443. $ 17,514 $ 73

GovernmentalActivities:

Federalgovernment:
Grantsandcontributions

NOTE 4: DUEFROMOTHER GOVERNMENTS

General

Capital Other Internal Total
Projects Government Service Government

Fund Funds Funds Activities

$ 250 $ 656 $ 11,034 $ 22 $

690

11,962

1,162
8,177

38

242

120274
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FederalGovernment
Grants and contributions

Pima Health

CareSystem

$ 382 $

Wastewater

Management -

87 $

Business— type
Activities Total

469

Stateof Arizona:
Grantsand contributions

Totaldue fromother
Governments

3,230 200

$ 3,612 $_ 287 $

3,430

3,899

NOTE5: CAPiTAL ASSETS

Capitalassetactivity for theyearended
June30,2003,wasasfollows:

Governmentalactivities:
Capitalassetsnotbeingdepreciated:
Land
Constntctionin progress
Total capitalassetsnotbeingdepreciated

Capitalassetsbeingdepreciateth
Buildingsandimprovements
Infrastructure
Equipment
Total capitalassetsbeingdepreciated

Lessaccumulateddepreciation for
Buildingsandimprovements
Infrastructure
Equipment
Total accumulateddepreciation

Total capitalassetsbeingdepreciated,net

Governmentalactivitiescapitalassets,net

Balance
JuLy1, 2002

Balance
June30,2003increases- - Decreases

3 113,175
164,511

$ 14,679 S
(91,020)

$ 127,854
133,185

277,686 74,373 (91,020) 261,039

255,878 14,266 (1,079) 269,065
7,072 72,549 79,621

67,515 12,167 (5,3~4) 74,308
330,465 98,982 (6,453) 422,994

(62,627) (5,681)
(368)

209 (68,099)
(368)

(39,778) (6,888) 5,233 ~J41,433)
(102,405) (12,937) 5,442 (109,900)

-228,060 • 86,045 (1,011) 313,094

3 505,746 S 160,418 $ (92,031) S 574,133
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Business-typeactivities:
Capitalassetsnotbeingdepreciated:
Land
Constructionin progress
Totalcapitalassetsnotbeingdepreciated

Balance
A!!!Y 1,2002

$ 12,766
73,887
86,653

increases Decreases

$ 99 $
62,686 (402

)

62,785 ______________

Balance
June30,2003

$ 12,865
136,171
149,036

Capitalassetsbeingdepreciated:
Buildingsandimprovements
Sewerconveyancesystem
Equipment
Total capital assetsbeingdepreciated

Lessaccumulateddepreciationfor:
Buildingsandimprovements
Sewerconveyancesystem
Equipment
Total accumulateddepreciation

Total capitalassetsbeingdepreciated,net
Business-typeactivitiescapitalassets,net

Depreciationexpensewas chargedto
functionsas follows:

258,739
399,747
27,847

686,333

Governmentalactivities:
Generalgovernment
Publicsafety
Highwayandstreets
Health
Welfare
Cultureandrecreation
Educationandeconomicopportunity
Unallocated-
Internalservicefunds

Totalgovermnentalactivitiesdepreciation

Business-typeactivities:
Healthplans
Parkinggarages
Wastewatermanagement
Developmentservices

Total business-typeactivitiesdepreciation

$ 2,921
3,046

659
307

9
2,975

258
820

1,942
$ 12,937

257,224
386,817
26,432

670,473

2,219
12,930
3,043

18,192

(704)

(1,628)
(2,332)

$

(104,163)
(126,622)
(17,410)

(8,035)
(8,460)
~

642

1,352

(111,556)
(135,082)
(18,340)

(248,195) (18,777) 1,994 (264,978)

422,278 (585) (338) 421,355
508,931 $ 62,200 $ - (740) $ 570,391

$ 1,385
340

16,670
102

S 18,497
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(in thousands)

Balance Balance
July 1, 2002 Increases— ____________ June30,2003

Discretelypresentedcomponentunits:
MetropolitanDomesticWaterImprovement
District (MDWID):

Capitalassetsnotbeingdepreciated:
Land S 950
Constructionin progress _____________ ___________ ____________ _____________

Total capitalassetsnotbeingdepreciated _____________ ___________ ____________ _____________

Capitalassetsbeingdepreciated:
Buildingsandimprovements
Watersystems
Equipment _______________ ____________ _______________ ________________

Total capitalassetsbeingdepreciated _____________ ___________ _____________ ______________

Lessaccumulateddepreciationfor
Buildingsandimprovements
Watersystems
Equipment _____________ ___________ ____________ _____________

Totalaccumulateddepreciation ______________ ____________ _____________ _______________

Total capitalassets,beingdepreciated,net _____________ ___________ _____________ ______________

MDWII) capitalassets,net

SouthwesternFairCommission(SFC):
Capitalassetsbeingdepreciateck
Buildingsandimprovements
Equipment _____________ ___________ ____________ _____________

Totalcapitalassetsbeingdepreciated ______________ ____________ _____________ _______________

Lessaccumulateddepreciationfor:
Buildingsandimprovements
Equipment _____________ ___________ ____________ _____________

Totalaccumulateddepreciation _____________ ___________ _____________ ______________

Total capitalassetsbeingdepreciated,net _____________ ___________ _____________ ______________

SFCcapitalassets,net _____________ ___________ _____________ ______________

Decreases

$ 950
2,785
3,735

2,061 S 3,362 S (2,638)
.3,011 3,362 (2,638)

1,799 183 1,982
37,412 • 3,523 (275) 40,660

1,974 65 (30) 2,009
41,185 3,771 (3051 44,651

. (131) (102) (233)
(5058) (985) 85 (5,958)
(1,266)
(6,45~

• (2l~
(1,299)

30
115

(1,448)
(7,639)

34,730 2,472 (190) - 37,012

37,741 5,834 (2,828) 40,747

3,492 39 3,531
1,325 85 ~43) 1,367
4,817 124 — (43) 4,898

(1,676) (209) (1,885)
• (1,170) (45) 43 - (l,17~)

• j2,846) (254) 43 (3,0573

-1,971 (130) - 1,841

1,971 (130) 1,841
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Balance
July_1,_2002 __________ ____________

MannaDomesticWaterImprovementDistrict
(Marana): -

Capitalassetsnotbeingdepreciated;
Land
Constructionin progress _______________ _____________ _______________

Total capita!assetsnotbeingdepreciated ________________ _____________ _______________

Capitalassetsbeingdepreciated:

Capital assetsbeingdepreciated:
Buildingsandimprovements
Watersystems
Equipment ________________ _____________ _______________

Total capitalassetsbeingdepreciated ________________ _____________ _______________

Lessaccumulateddepreciationfor:
Buildingsandimprovements
Watersystems
Equipment ______________ ____________ ______________

Total accumulateddepreciation ________________ _____________ _______________

Total capitalassets,beingdepreciated,net ________________ _____________ _______________

Maranacapitalassets,net _______________________________ ________________

Discretelypresentedcomponentunitscapital
assets,net _______________________________ ________________

NOTE 6: CLAIMS. JUDGMENTS anctRISK MANAGEMENT

Pima County is a defendantin a number of court actions. In the opinion of County management, the final
dispositionoftheseactions,if unfavorable,will not havea materialeffectupon theCounty’sfinancialstatements.

WastewaterManagement
The Countyhasenteredinto settlementnegotiationswith ArizonaDepartmentof EnvironmentalQuality(ADEQ) to
resolve litigation associatedwith the cleanup of the Camino del Cerro landfill. Cleanupexpenseshavebeen
incurredand include a soilvapor extraction system,a seriesof drainageimprovements, re-grade landfill cap and
groundwater remediation. The liability is not presentedwithin the financial statementsbecausetheoutcomeof the
settlementnegotiationsis uncertain. However,cleanup costscould total $3,600andcounty managementplans to
financethe costofanysuchsettlementthroughIbturebondissues.

Balance
Increases Decreases June 30,2003

3 5 .8
369 369

3
—

374 377

2 2
1,150 1,150

18 3 21
1,170 3 1,173

(109) (69) (178)
(3) (3}~ (6)

(lIp

1,058

(72)

(69)

(184)

989
1,061 305 1,366

$ 40,773 $ 6,009 $ (2,828) S 43,954
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As a result of a major sewerline failure, the CountyWastewater ManagementDepartmenthasreceiveda Notice of
Violation from the ADEQ that couldresult in variouspenalties,fines or remediationrequirements. The Countyis in
negotiation with ADEQ and it is tooearlyto speculateon a possiblesettlementagreementor the resulting financial
impact of anysuchagreement.

Other
The County is exposedto various risks of lossrelated to torts; theft of; damageto, anddestruction of assets;errors
and omissions; injuries to employees;medical malpractice; environmental claims; andnatural disasters. Claims
against the County are accounted for in the Self InsuranceTrust Fund (the Fund), an internal service fund.
Annually, an actuarial evaluation is performed to determine the County’s anticipated losses except for
environmentallosses.Environmentallossesarebasedon reported claimsand the Countyrisk manager’s knowledge
andexperience.Lossesaccountedfor include reportedand paid, reportedbut unpaid, andincurredbutnot reported.
411liabilities of-theFundexceptforenvironmentallossesarereportedattheirpresentvalueusing anexpectedfuture
investmentyield assumptionof four percent. TheCounty purchasescommercial insurancefor claims in excessof
coverage provided by the Fund and for someother risks of loss. Settled claims have not exceededinsurance

- coveragein anyof the last three fiscal years.

All funds of theCountyparticipatein the Fund.With the exceptionof environmental losses,paymentsto theFund
are basedon actuarial estimatesof the amountsneededto pay prior andcurrent-year claims and to establishsome
reservefor catastrophiclosses.Thatreservewasestimatedto be $500at June30,2003,andis includedin theFund
net assets.Paymentsto the Fund for environmental lossesarebasedon historicalexperience,sincean actuarial basis
is not available.

The claims liability of $25,954reported in the Fund at June 30,2003,is basedon estimatesof the ultimatecostof
claimsthat havebeenreportedbut suitsettled,andof claimsthat havebeenincurredbut not reported. Theultimate
costofclaims includesincrementalclaimadjustmentexpensesthathavebeenallocatedto specificclaims,aswell as
salvageandsubrogation. No otherclaim adjustmentexpenseshavebeenincluded.

2003 2002
Claimsliability balance—beginning $28,112 $26,250
Currentyearclaimsandchangesin estimates 7,036 8,912
Claimspayments (9.194) (7.050~
Claims liability balance—ending 525.954 $j~JlZ
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NOTE 7: LONG-TERMLIABILITIES

The following scheduledetailstheCounty’s long-term liability and obligation activity for theyearendedJune 30, 2003.
Balance

July1,2002
As restated - Additions

5,330
18

5,299

745 4,585
18

~9) -

714 4,585

Due
within
1 year

Leaserevenuebonds.

Specialassessmentbondswith

governmental commitment

Certificatesof participationpayable

LoansandLeases:
Transportationloanspayable

Capital leasespayable:
Jail capital lease
Other capital leases

Total capital leases

Total loansandleases
Reportedbut unpaidlosses(Note 6)
incurredbut not reportedlosses(Note6)

Total governmental activities
long-term liabilities

$183,085
296

(173)
183,208

Reductions

$32,805

251
(13~

32,920

Governmentalactivities:

Generalobligationbonds

Plusdeferredpremium

Lessdeferredbond issuancecost

Total generalobligation bonds

Flood control bonds
Plus deferred premium

Lessdeferredbond issuancecost
Total flood control bonds

Transportationrevenuebonds

Plusdeferredpremium

Lessdeferred bond issuancecost

Total transportationrevenuebonds

Balance
July 1, 2003

$200,280

401

(127)
200,554

$50,000

356
(90)

-- 50,266

35,000
54

(73)
34,981

79,000
206

(106)
79,100

$27,390

28
(9)

27,409

- 780

780

10,215
25

(16)
10,224

8,535
24

(19)
8,540

105,465

236

(160)
105,541

825 330

2,506 385

3,045 1,485

5,100 1,040

495 155

2,121 385

1,560 1,560

4,060 1,040

31,420
1,176

32,596
177
177 -

965
759

1,724

30,455

594
31,049

37,696
17,002
11,110

177
5,219
1,817

2,764
9,194

•

35,109
13,027-
12,927

$339,791 $92,460 $56,332 $375,919

2,310

292
2,602

3,642
2,996
2,973

$50,124
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Landfill closure and post-closure
carecosts

Contractsandnotes

$73,440

(5,629)
67,81!

Reductions

$5,200

- (487)
4,713

Total business-typeactivities
long-term liabilities $143,519 $14,980 $9,356 $149,143 $9,235

Discretelypresentedcomponentunits:

MDWID RevenueBonds $50,055 $1,335 $48,720 $1,980

Lessunamortized deferred amount

Total revenuebonds

(540)

49,515

(102)

(102)

(85)

1,250

(557)

48,163 1,980

SouthwesternFair Commission notes
payable

Total discretelypresentedcomponent
units long-term liabilities

$740

$53,348 $233

$103

$1,492

$637

$52,089

$104

$2,222

The beginningbalancesofthe governmentalactivities’ General Obligation and FloodControlBondswererestated
to include deferredcosts, The deferredcostswererecordedasan Other Assetin theprior year. Thishadno effect
onbeginning netassets.

Balance

July 1,2002 Additloni

Business-typeactivities:

Sewerrevenuebonds
Lessunamortizeddeferredamount
Total revenuebondspayable

Wastewater loanspayable
Lessunamortized deferredamount
Total loanspayable

Balance
July 1,2003

$68,240
(5,142)
63,098

63,879
(328)

63,551

15,645

Due within
I year

$4,965

4,965

4,270

4,270

3,687
(36)

3,651

57,820 $9,746
(364) ______

57,456 9,746

14,567 1,078

3,685 4,156 992 6,849

MDWID notespayable

Marana DomesticWID bonds
MaranaDomesticWID loanspayable
Total

$1,937 $116

$335
$1,156 $23

1,156 ~jii 23

$1,821

$335
1,133
1,468

105

$7
2633

59



PIMA COUNTY

Notesto Financial Statements
June30,2003
(in thousands)

GENERALOBLIGATION BONDS OUTSTANDING
GovernmentalActivities

(Paymentsmadefrom property
taxrevenuesoftheDebtServiceFund)

Generalobligationbondspayableat June30,2003,consistedof theoutstandinggeneralobligationbondspresented
below. Of the totalamountsoriginally authorized,$2,919from theNovember2, 1982bondelectionand$64,541
from theMay20, 1997bondelectionremainsunissued.Thetablebelowpresentsamountsoutstandingby issue.

G.O. bondsoutstanding
Plus deferredpremium
Lessdeferredbondissuancecost

2005
2006
2007
2008
2009-2013
2014-2017

24,610
23,625
22,640
18,670
61,495
21,850

7,733
6,604
5,523
4,486

12,380
1,980

~42~

Issue
Seriesof 1993

Outstanding
June3tL 2003

$8,40Q

Issue
1993Refunding
Seriesof 1998
Seriesof 1999
Seriesof2000
2001 Refunding
Seriesof2002
Seriesof 2003

Issue
Amount

$64,535
42,420
50,000
50,000
17,835
20,000
50,000

Outstanding
Maturities ,jjuie 30,2003

Interest
Rates
5.00%

4,40— 5.00%
5.00- 5.125%
4.00—5.00%
4.00—5.00%
3.50—4.50%
3.25—4.25%

2003-04
2003-13
2003-14
2003-14
2003-09
2003-16
2003-17

$ 11,710
27,625
39,750
41,000
16,340
14,500
49,350

200,275
401
127

5
$200,554

Plus maturedand unredeemedbonds: 1979SeriesA _______

Total G.O. bondsoutstanding _____

Thefollowing scheduledetailsgeneralobligationbonddebtservicerequirementsto maturityatJune30,2003.
Year Ending June30 ~~incipal Interest

2004 $27,385 $ 8,990

Total ______

GENERALOBLIGATION REFU?4DINGBONDSOUTSTANDING

In prior years, the CountydefeasedcertainGeneral Obligation bonds by placing the proceedsof new bonds in an
irrevocabletrust to provide for all ibture debt servicepaymentson the old bonds. Accordingly, the trustaccount
assetsandtheliability for thedefeasedbondsarenot included in theCounty’s fmancialstatements.The cashand
investmentsheld in the irrevocabletrustat June30,2003were asfollows:
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FLOOD CONTROLREFUNDINGBONDSOUTSTANDING
Governmental Activities

(Paymentsmadefrom propertytaxrevenues
oftheDebtServiceFundof thedistrict)

The Piuna CountyFloodControlDistrictwascreatedon April 3, 1978,by State law.

Issue

Principal
$780

2004-09 54.585

Interest
$ 186

154
123

91
61

• 30
$M5

TRANSPORTATIONBONDS
GovernmentalActivities

(Paymentsmade from streetand highwayrevenues)

Plum County transportationrevenuebonds of 1998were issuedto provide nwniesto construct improvements to the
County’s streetsandhighways. Of thetotalamountoriginally authorized, $220,000from the November4, 1997,
bond electionremainsunissued.

Issue
Seriesof 1998
Seriesof 2002
Seriesof2003

Transportationbondsoutstanding
Plusdeferred premium

Lessdeferred bond issuancecost

Interest
Rates
4.50%

4.00—430%
3.38—4.38%

Outstanding
June30~2003

$20,000
50,465
35,000

• 105,465

Issue Interest . Outstanding
Amount Rates MaturitIes June30 2003

2001Refunding $4,585 4.00- 4.20%

The following scheduledetailsfloodcontrolbonddebtservicerequirementsto maturityat June 30,2003.

Year Endin2 June30 _______ ______

2004
2005
2006
2007
2008
2009 _____ _____

Total

795
780
760
745
725

Issue
Amount
$40,000

55~,000
35,000

Maturities
2004-08
2004-12
2004-18

Total transportationbondsoutstanding

236
160

$105341
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The following scheduledetailstransportationbonddebtservicerequirementsto maturityatJune30,2003.

YearEndingJune30 Principal Interest
2004 $ 10,215 $ 4,394
2005 8,905 3,965
2006 10,710 3,589
2007 11,435 3,140
2008 11,745 2,636
2009-2013 37,185 7,391
2014-2018 15,270 2,005

Total $1Q5,465 $2242Q

TRANSPORTATION LOANS PAYABLE
GovernmentalActivities

During the fiscal year endedJune 30,2002,PimaCounty TransportationDepartmententeredinto loan agreements
to provide funds for theconstructionand improvementof certainhighwaysandstreets. Interestis payablesemi-
annuallyandis calculatedbasedon theprincipalamountofthe loanoutstandingduring suchperiod.

Issue Interest Outstanding
Issue Amount Rates Maturities June30,2003

2002HELP Loan— Ajo $3,700 3.23% 2004-07 $2,960
2002HELPLoan— Shannon 1,400 3.23% 2004-07 1,100

Total~ransportationloanspayable $4,060

Thefollowingscheduledetailstransportationloansdebtservicerequirementsto maturity atJune30,2003.

YearEndingJune30 Principal Interest
2004 $1,040 $123
2005 ‘ 1,040 89
2006 1,040 55
2007 • 940 fl

Total $44060
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LEASEREVENUEBONDS
GovernmentalActivities

(Paymentsmadefromrevenuesreceivedin the
GovernmentalFunds)

The PimaCounty, Arizona,Municipal PropertyCorporation, a SpecialRevenueFund,issuedleaserevenuebondsin
1992to provide moniesfor fmancing thecostof acquiring, constructing, reconstructing or improving, building, and
equippingotherrealand personalpropertiessuitable for useby PimaCounty.

Outstanding
________ June30, 2003

The following sóheduledetails leaserevenuebonddebtservicerequirements to maturityat June 30,2003.

Year Ending June30 Principal
$155

Total

SPECIAL ASSESSMENTBONDSOUTSTANDING
Governmental Activities

(Paymentsmadefrom assessmentsreceived
in the Debt ServiceFund)

Specialassessmentbondsare securedby pledgesof revenuesfrom specialassessmentslevied against the benefiting
property owners. Theproceedsof the bond issueswere usedto finance construction in thesedistricts. While there
is no legalobligation for theCountyto further securethe special assessmentbonds ofthe districts listed below, the
County hasmade a moral cornnñtnent to takestepsnecessaryto prevent default.

The following scheduledetailsspecialassessmentbond debt servicerequirements to maturity at June30,2003.
YearEndinpJune30 _______ ______

2005
2006
2007
2008
2009-2012 _____

Interest

J~!M! Maturities
1992LeaseRevenueBonds 6.25 - 6.50% 2004-06

2004
2005
2006

Interest
31

165 22
175 11

Improvement District
Issue

Amount
$2,745Country Club Estates

CC.Estates2nd Issue 30
La CholIa Boulevard 1,821

Total specialassessmentbondsoutstanding

Interest
Rates

7.200%
7.200%
6.500%

Maturities
2004-05

• 2004-05
2004-12

2004

Outstanding
June30,2003

$ 474
7

1,640
$2,121

Pdnç4p~
$385

Total

460
182
182
182
730

~zaa

Interest
$128

99
77
65
53
95
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REFUNDINGCERTIFICATESOF PARTICIPATION OUTSTANDING
GovernmentalActivities

(Paymentsmadefrom General Fund revenues
and from SpecialRevenueFund revenues)

The Refunding Certificates of Participation (COPs) Series7 were issned on April 1, 1995. The purpose of the
original debtwas to financethepurchaseof theLegal Servicesand Public Works Buildings.

Issue Interest Outstanding
Amount Maturities June30,2003

COPSSERIES 7 $18,515 5.30% 2004 _____

The following scheduledetails refunding certificates ofparticipation debtservicerequirements to maturity at June
30,2003.

Year Ending June30 Principal Interest
2004 $1,560 $83

CAPITAL LEASES
GovernmentalActivities

On February1, 1997,theCountyenteredintoanagreementtosellcertainjail facilities andthenleasethembackfor
a 15-yearterm. Thejail facilities weresold for $34,500,and theproceedswereusedto fmancethe constructionof
the baseballstadium. OnSeptember1, 1999,PimaCountyamendedthecapitalleaseagreementbetweenU.S.Bank
Trust NationalAssociationandPimaCounty. The amendmentsextendedthe leaseterm to 2014,increasedthe range
of interest rates and increasedthe County’s obligationunder the leaseagreement

Issue Interest Outstanding
Issue Amount Rates Maturities June 30,2003

Jail Capital Lease $35,660 4.75 —5.25 2004-14 $30,455

The County hasalsoentered into capital leasesfor electionand otherequipment Theoutstanding balanceasof
June30,2003,for theseleasestotaled$594.

Thenetbook valueofassetsacquired throughcapitalleasesconsistof$24,787ofbuildingsand$612of equipment

The following scheduledetailscapital leasedebt servicerequirementsto maturity at June30,2003.

GovernmentalActivities:
Buildings Equipment

Ynr Endingjune3O Principal Interest Princip!j Interest
2004 $2,310 $1,514 $292 $20
2005 2,420 1,400 195 9
2006 2,545 1,279 86 3
2007 2,675 1,150 21
2008 2,810 1,011
2009 2,960 863
2010-2014 14,735 1,805 —

Total • $3SL455 $94122 $594
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SEWERREVENUEBONDS
Business-typeActivities

(Paymentsmade from userchargesreceived
in theWastewaterManagementEnterpriseFund)

Pima County sewerrevenuebonds,aspresentedbelow,wereissuedto provide moniesto construct improvementsto
the County’s wastewatermanagementsystem. Of the total amountoriginally authorized, $23,910from theMay 20,
1997,bond electionremains unissued.

Year EndinsJune30
2004
2005
2006
2007
2008
2009-2013
2014-2015

Total

Princl~aI
$4,965

4i595

4,470
5,525
5,800

28,990
13.895

868.240

Interest
$3,315
3,067
2,842
2,623
2,341
7,581
1.064

822.833

Issue
Seriesof 1993

Outstanding
June 30, 2003

lssue Interest Outstanding
Issue Amount Rates MaturitIes June30,2003

Seriesof 1993 $ 6,000 5.60-6.50% 2004-05 $ 615
1994ARefunding 28,670 4.50-5.00% 2004-15 25,520
Seriesof l994B 8,000 5.5% 2004 580
Seriesof 1998 29,185 41)0 - 5.50% 2004-15 23,395
2001 Refunding 19,440 4.00-5A0%

Sewerrevenuebondsoutstanding
Lessunamortized deferredamount:

TotaL sewerrevenuebondsoutstanding

2004-15 J~8J30
68.240
(5342)

$63,09$

The following scheduledetailssewerrevenuebonddebtservicerequirements to maturity at June30,2003.

REFUNDEDSEWERREVENUEBONDSOUTSTANDING

In prior years,the Countydefeasedcertainsewer revenuebondsby placing the proceedsof newbonds in an
irrevocable trust to provide for all future debt servicepaymentson theold bonds. Accordingly, the trust account
assetsand the liability for the defeasedbonds are not included in the County’s financial statements. The cashand
investmentsheldin theirrevocabletrustat June30,2003,amountedto$2,952. Refundedamountsoutstandingasof
June 30,2003wereasfollows:
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LOANS PAYABLE
Business-typeActivities

(Paymentsmadefromuserchargesreceived
in theWastewaterManagementEnterpriseFund)

WastewaterManagement(WWM) enteredinto loan agreements(1996, 1997 and2000 loanspayable)to provide
fUnds for the defeasanceof prior sewer revenuebonds and the constructionand improvementof wastewater
treatmentfacilities. Interestis payablesemiannuallyand is calculatedbasedon the principal amOuntof the loan
outstandingduringsuchperiod. For the 2000 loanpayable,principal paymentsto maturityare subjectto change
baseduponthe total amounts drawn down. As of June30, 2003,WWM hasdrawndown$54,010of theavailable
$61,180fromthe2000loanamount.

Issue Interest Outstanding
Amount Rates Maturities June30,2003

l996LoanPayable $11,313 3.19% 2004-12 $11,313
1997 LoanPayable 7,500 2.95% 2004-11 4,758
2000LoanPayable 54,010 2.02% 2004-16 47,808

Loans payable 63,879
Lessunamortizeddeferredinterestexpense (328)

Total loans payable $~3,55i

The following scheduledetailsloans payabledebtservicerequirementsto maturity at June 30,2003.

Year EndinE June30 Principal Interest
2004 $4,270 $2,351
2005 4,951 2,194
2006 5,503 2,013
2007 4,892 1,811
2008 5,098 1,631
2009-2013 30,054 4,955
2014-2016 311 481

Total $63$79 $15,436

CONTRACTSANDNOTES
Business-typeActivities

(Paymentsmadefrom restrictedassetsin theWastewater
ManagementFund)

Contractsandnotesconsistofcontractretentionsfor severalconstructionprojects.Generally,interestis not accrued
and the timing ofpayments isbasedon completionoftherelatedconstructionprojects.
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WATER REVENUEAND REFUNDINGBONDSOUTSTANDING
ComponentUnit- MetropolitanDomesticWaterImprovementDistrict (MDWID)

(Paymentsmade from userchargesand specialassessments)

Descrintio~
Seriesof 1999
Seriesof 2002

Amount
$27,985~
24,855

Water revenueand refunding bonds
Lessunamortizedamounts

Totalwater revenueand refunding bonds

Outstanding
Jpne3O.2002

$24,125
24,595
48.720
J557~

848.163

Year Endina June 30
20Ô4
2005
2006
2007
2008
2009-2013
2014-2018
2019-2022

Principal
$1,980
2,065
2,150
2,240
2,335

11,775
17,335
8.840

$48320

Interest
$2,216
2,135
2,047
1,958
1,864
7,714
4,251

607
$22392

On February 1, 1999, the District (MOWID) issued$27,985 in Water Revenueand RefUnding Bonds with an
averageinterest rate of 4.35percent to advancerefund$14,105of outstanding1992 Seriesbonds with anaverage
interestrateof 5.95percent. The netproceedsof $27,823(afterpaymentof approximately$162 in underwriting
fees,insuranceandother issuancecosts)plus an additional$1,921of 1992Seriessinkingfundmonieswereusedto
purchaseU.S. GovernmentSecurities. Thoseseóuritieswere depositedin anirrevocablemastwith anescrowagent
to provide for all futuredebtservicepaymentson the 1992 Seriesbonds. As a result,the 1992 Seriesbondsare
consideredto bedefeasedand the Liability for thosebondshasbeenremovedfrom long-term debt

On February 1, 2002,the District issued$24,855in Water Revenueand RefundingBondswith an avengeinterest
rate of 4.605percent to advancerefund $5,390of outstanding1998 Seriesbondswith an averageinterestrateof
5.775percent,as well asthe District’s outstandingprincipal amountof its obligations under the City of Tucson
settlementof $10,223with aninterest rate of 5.3percent.Thenetproceedsofapjroximately $24,200(after payment
of approximately $655 in underwriting fees, insuranceand other issuancecosts)were usedto purchaseU.S.
GovernmentSecurities.

Issue interest

3.7-4.875%
2.9-5.25%

Maturities
2004.2019
2004-2022

The following scheduledetailsMDWID waterrevenueandrefundingdebtservicerequirementsto maturity at June

30,2003.

ADVANCED REFUNDINGSOF WATER REVENUE BONDS
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A portionof thosesecuritieswere depositedinan irrevocabletrustwith anescrowagentto provide for all fixture
debt servicepaymentson the 1998Seriesbonds.Theentireprincipal amountwasprepaidwith anotherportionof
theproceedsof the 2002 SubordinateObligations. As a result,the 1998Seriesbondsareconsideredto bedefeased
and the liability for thosebondshasbeenremovedfrom long-termdebt, and the obligationsunderthe City of
Tucsonsettlementwerecompletelysatisfied.

Theadvancerefundingofthe 1998Seriesbondsresultedin adifferencebetweenthereacquisitionpriceandthenet
carrying amountof the old debt of $417. This difference,reportedin theaccompanyingfinancial statementsas a
deductionfrom bonds payable(valuationaccount),is being charged to operations through year 2023 usingthe
straight-linemethod.

NOTES PAYABLE
Component Unit- Metropolitan DomesticWater Improvement District (MDWID)

(Paymentsmadefromusercharges)

MDWID’s notespayablearedue in monthly installmentsand aresecuredby equipment.

Interest Outstanding
Description Rates Maturities June30,2003

Creditcompany 6.25% July 2003 - February2004 812
Hub Water Company Inc. 6.00% July 2003 - June2019 1,757
Creditcompany 6.60% July2003 - May2005 8
Credit company 6.25% . July 2003-July2005 11
Creditcompany 6.25% July2003 - July2005 15
Creditcompany 6.40% July 2003- July2005 __18

Total ____

The following scheduledetailsMDWID’s notespayabledebtservicerequirementsto maturityat June30,2003.

YearEnslintJune3fl Principal Interest
2004 $105 $106
2005 98 100
2006 78 95
2007 81 91
2008 86 86
2009-2013 518 342
2014-2018 698 162
2019 157

Total $1J21 ___
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BONDSPAYABLE
ComponentUnit- MaranaDomesticWaterImprovementDistrict

On February19, 2003, Rural Utility Servicesentered into a bond agreementwith the MaranaDomestic Water
Improvement District, Inc., in the amount of $397.The bond is payablecommencingJanuary1, 2004, in annual
installmentsof $24, including interest at 4.625% through January1, 2032. At June30, 2003 the outstanding
balanceofthebondspayablewas$334.

The following scheduledetails bonddebtservicerequirementsto maturity atJune 30,2003.

YearEndlngiune30 Princin~ Jnterçfl
2004 $7 $26
2005 7 18
2006 7 17
2007 8 17
2008 8 17
2009-2013 47 78
2014-2018 58 66
2019-2023 73 .51
2024-2028 92 32
2029-2032 _2.I .....A

LOANS PAYABLE
Component Unit-Manna DomesticWater Improvement District

On February 22, 2002, the Water InfrastructureFinance Authority of Arizona (WIFA), enteredinto a loan
agreementunder the Drinking Water RevolvingFundLoan program with the MaranaDomestIcWaterImprovement
District, Inc., in theamountof$1,156.The loan ispayable in monthly installments,commencingSeptember1, 2002,
in the amount of $6, including interest at 2.918% throughFebruary 2032.At June30,2003the outstanding balance
was$1,133.

The following scheduledetailsnotespayabledebtservicerequirements to maturity at June 30,2003.

YearEnçijnaJune30 Princinal Jntcrç~ç
2004 $26 $33
2005 27 32
2006 . 27 31
2007 28 30
2008 29 31
2009-2013 157 142
2014-2018 184 120
2019-2023 217 92
2024-2028 258 54
2029-2030 ~180 ......1Q
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NOTES PAYABLE
Component Unit-SouthwesternFair Commission

(Paymentsmadefrom usercharges)

SouthwesternFair hasa notepayabletoPimaCounty,duein annualinstallmentsof$50,unsecured,non-interest
bearing.

Interest
Rates
None

Maturities
Annualinstallmentsuntil

June2007

SouthwesternFair Commission’sothernotespayableare duein monthlyinstallmentsand are securedby equipment

Description

Bank

Bank

Total

Interest
Rates

Wall Street
Journalinterest

rate
Wall Street

Journal interest
rate

Maturities
Monthly installmentsuntil

July2008

Monthly installmentsuntil
July 2008

Outstanding

June30.2003

$324

113
$431

The followingscheduledetailsSouthwesternFairCommission’snotespayabledebtservicerequirementsto maturity

at June30,2003.

Year EndingJunelD _______ ______

2005 106
2006 108

110
2008 63
2009-2014 j.4~

Total $631

pescription
PimaCounty

Outstanding

June30.2003

$200

2004

2007

Principal
$104

Interest
$19

16
12
7
3
0
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COUNTYGENERALOBLIGATION BONDS

General obligation debt maynot exceedsix percent ofthe value of the County’s taxable property as of the latest
assessment.However,Pima County receivedvoter approval to increasethe debt limit to 15 percent ofthe valueof
taxableproperty. The legaldebtmarginatJune3072003,is asfollows:

Net assessedvaluation: $4,835,561

Debt Limit (15% of net assessedvaluation): 725,334

Amount of debt applicable to debt limit:

Generalobligationbondsoutstanding 200,275

Lessnet assetsin debt servicefund
availablefor paymentof general

_JZ,226)

Legal debtmargin available $ 527,285

FLOODCONTROLGENERALOBLIGATION BONDS

Flood Control generalobligationdebtmay not exceedfive percentof the value of the Flood
taxablepropertyasofthe latestassessmentLegaldebt marginat June 30,2003,isasfollows:

Netassessedvaluation:

Debt Lintit (5% of net assessedvaluation):

$4,158,577

207929

Control Districes

Amountof debt applicable to debt limit:

Flood Controlgeneralobligationbondsoutstanding

Lessnetassetsin debt servicefund
availablefor payment of flood control
bondprincipal

Legaldebtmarginavailable

4,585

(4,55!)

obligationbond principal (198,049)
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NOTE 8: SHORT-TERM DEBT
LINE OF CREDIT

TheCountymaintainsa revolving line ofcreditwithBankofAmericaNationalTrustandSavingsAssociation,with
a maximumoutstandingbalanceof$30,000,to meetits short-termcashneeds.At June30,2003,theCountyhadan
outstandingbalanceof $0. Advancesonthe line ofcreditarepayableon demand.Thecreditline is securedby the
County’sgeneraltaxing authority.

Beginning Ending
Balance Draws Repayinents Balance

Line ofcredit $0 $22,300 $22,300 $0

NOTE 9: LANDFILL LIABILITIES

SOLID WASTE LANDFILL CLOSUREAND POSTCLOSURECARECOSTS:

StateandFederallawsandregulationsrequirethe Countyto placea final cover on its solid wastelandfill siteswhen
thesesitesstopacceptingwasteandto performcertainmaintenanceandmonitoring functionsat the sitesfor thirty
yearsafter their closure. Although closureand postclosurecare costswill not bepaiduntil nearor after thedatethq
landfills stopacceptingwaste,theCounty recordsa portionof theseclosure and postclosurecarecostsasa long-
termliability in eachperiodbasedon landfill capacityusedasof eachbalancesheetdate. The$15,645reportedas
landfill closureand postclosurecare liability in the WastewaterManagementEnterpriseFund representsthe
cumulativeamountreportedto datebasedon thepercentageusedof eachlandfill’s totalestimatedcapacity. The
Countywill recognizethe remainingestimatedcost of closureandpostclosurecare of $3,310as the remaining
estimatedcapacitiesareused.Theseamountsarebasedonwhatit wouldcostto performall closureandpostclosure
carein the fiscal year endedJune30, 2003;actualcostsmay changedueto inflation, changesin technology,or
changesin regulations.

CapacityUsed EstimatedYear
Landfill Site June30, 2003 of Closure

Ajo 90% 2007
Sahuarita 99% 2003
Tangerine 78% 2008

TheCountyplansto fundtheestimatedclosureandpostclosurecarecostswith proceedsofgeneralobligationbonds
andwithsolid wastetipping fees.

Accordingto stateand federallaws and regulations,theCountymustcomplywith the local governmentfinancial
test requirementsthatassurethe Countycanmeetthe costsof landfill closure,postclosure,andcorrectiveaction
whenneeded.TheCountyis in compliancewith theserequirements.
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NOTE 10: RETIREMENTPLANS

PlanDescriptions

The County contributes to the Arizona StateRetirementSystem(ASRS),theCorrectionsOfficer Retirement Plan
(CORP), the PublicSafetyPersonnelRetirementSystem(PSPRS),consistingof Pima County Sberiffk andPima
County - CountyAttorney Investigators, and the ElectedOfficials Retirement Plan (EORP). The EORP andthe
PSPRS- Pima County, County Attorney Investigators, arenot describeddueto their relative insignificance to the
County’sfinancialstatements.Benefitsareestablishedby statestatuteandgenerallyprovideretirement,death,long-
termdisability,survivor, andhealth insurancepremiumbenefits.

TheASRS administersacost-sharingmultiple-employer defined benefitpensionplanthatcoversgeneralemployees
ofthe County. The ASkSis governedby theArizonaStateRetirementSystemBoardaccordingto theprovisionsof
A.R.S. Title 38,Chapter 5, Article 2.

The PSPRSis an agentmultiple-employer defined benefitpensionplan thatcoverspublic safetypersonnelwho are
regularlyassignedhazardousduty as employeesof the State of Arizona or one of its political subdivisions. The
PSPRS,acting asacommoninvestmentandadministrativeagent, is governedby afive-memberboard,knownas
The FundManager,and 195 localboardsaccordingto the provisionsof A.R.S.Title 38,ChapterS,Article4.

The CORP is anagentmultiple-employerdefinedbenefitpension planthatcovencertainemployeesof the Stateof
Arizona, Departments of CorrectionsandJuvenileCorrections,andCountyemployees whose primarydutiesrequire
direct inmatecontact.The CORPis governed by the FundManagerof PSPRSand 16 local boardsaccordingto the
provisionsof A.ltS.Title 38, ChapterS, Article 6.

Each plan issues a publicly available financial report that includes its financial statementsand required

supplementary infonnation. A report may be obtainedby contacting the applicable plan.

ASkS PSPRSand CORP

3300N. CentralAve. 1020B. MissouriAve.
P.O.Box 33910 Phoenix, AZ 85014
Phoenix, AZ 85067-39 10 (602) 255-5575
(602)240-2000or
(800)621-3778

Fundincz P~çy

The Arizona StateLegislatureestablishesandmayamendactiveplan members’ and the County’s contribution rates.

Cost-sharingjilans For the year ended June 30,2003,active ASRSmembers and the County were each required by
statute to contribute at the actuariallydetermined rate of 2.49 percent (2.00 percent retirementand 0.49 percent long-
term disability) of themembers’ annualcovered payroll The County’s contributions to ASRSfor the years ended
June 30,2003, 2002,and 2001 were $6,307, $6351 and $6,233 respectively, which were equal to the required
contributionsfor theyear.
Agentplans For the yearendedJune30,2003,activePSPRSmemberswererequiredby statuteto contribute7.65
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percentof the members’annualcoveredpayroll, and the County wasrequired to coniribute at the actuarially
determinedrate of 2.51 percent As allowedby statute, the Countycontributed3.65 percentof the members’
requiredcontribution,with thememberscontributing4.00percent Active CORPmemberswererequiredby statute
to contribute8.50percentof themembers’annualcoveredpayroll,andthe Countywasrequiredto contributeatthe
actuariallydeterminedrateof2.00percent

Annual PensionCost: The County’s pensioncostfor the two agentplans for the year ended
relatedinformationfollow:

June30, 2003,and

Contribution rates:
County
Planmembers

Annualpensioncost
Contributionsmade
Actuarialvaluationdate
Actuarialcostmethod
Actuarialassumptions:

Investmentrateof return
Projectedsalaryincreases

includesinflation at
Amortizationmethod

PSPRS

6.16%
4.00%
$ 1,463
$ 1,463

June 30,2001
Entryage

9.00%
63% - 9.5%

5.5%
Levelpercent
open

CORP

2.00%
8.50%
$296
$296

June30,2001
Entry age

9.00%
15% - 9.5%

5.5%
Levelpercentopen

Remaining amortization period
Assetvaluationmethod

20years
smoothedmarket

20 years
smoothed market

TrendInformatiopiInformationfor eachofthethreemostrecentactuarialvaluationsforeachof theagentplans

follows:

Contributions Required and Contributioni Made

Plan Year Ended Annual Percentage Net
June 30 PensionCost ofMC Pension

(APC) ContributedObligation

PSPRS 2003 S 1,463 100% $
2002 1,319 100%
2001 1,044 100%

CORP 2003
2002

S 296
274

100%
100%

$

• 2001 169 100%
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NOTE 11: SEGMEfl INFORMATION

Liquid Waste, a division of Pima County’s Departmentof WastewaterManagement,is reportedwithin the
WastewaterManagementEnterpriseFund. Liquid Waste operates the sewer systemwhich provideswastewater
collection, treatment,and disposalthroughoutPimaCounty. All revenuesgeneratedby the ownership, use,and
operation ofPimaCounty’s sewersystemarepledgedin supportof sewersystemdebt In addition,debt covenants
requiresewersystemrevenues,expenses,gains,losses,assetsandliabilities to beaccountedfor separately.As a
result,condensedfinancialinformationforLiquid Wasteis presentedin the following table.

CondensedStatementof NetAssets

Wastewater
Management
Liquid Waste

Assets:

Currentassets $ 7,286
Due from other funds 2
Restrictedassets 7,922
Capitalassets,net 540,658
Othernon-currentassets _J41

Total Assets . 556.716

Liabilities:
Currentliabilities 21,594
Due to otherfunds 10,963
Non-current liabilities 124263

TotalLiabilities S 156.820

NetAssets:
Investedincapitalassets(netof
relateddebt) 414,856

Restricted 7,922
Unrestricted (22133)

TotalNet Assets $ 399.895
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CondensedStatementofRevenues,ExvensesandC~~~~geENetAssets

Operatingrevenues/(expenses):

Chargesforservices
Depreciationexpense
Otheroperatingexpenses
Operatingloss

Wastewatcr
Management
Liquid Waste
$ 46,476

(16,364)
(46,378

)

(16,266)

Sewerconnectionrevenue
Othernon-operatingrevenue
Interestexpense
Lossondisposaloffixed assets
Othernon-operatingexpense
ExtraordinaryLoss from State
Treasurer’sLocalGovernment
InvestmentPool

Capitalcontributions

Changein netassets

Beginning netassets

20,280
1,282

(5,271)
(150)
(89)

(1,187)
12,473

11.072

388,823

Endingnetassets $ ~

CondensedStatementofCashFlows

Netcashprovidedby (usedfor):

Operatingactivities
Non-capital fmancing activities
Capitalandrelatedfmancing
activities

Investingactivities

Netdecrease
Beginningcashand cash
equivalents

Endingcashandcash
equivalents

$ (32)
13,241

(43,075)

(29,963)

$ 37.867

$ 7,904

Non-operatingrevenues/(expenses):
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NOTE 12: INTERFUNDTRANSACTIONS

A. Interfund Assets/Liabilities
InterfundReceivablesfPayablesareusedto recordtransactionsbetweenindividual fundsforgoods
provided orservicesrendered:

Receivablefund P~ywb1efund Amount

PimaHealth Care System General
Health and Animal Control
Self- InsuranceTrust

$ 177
9

113

Total Pima Health Care SystemFund intertbndreceivEble $ 29L

Due From/Due To Other Fundsare usedto record loansorunpaidoperating transfers betweenfunds:

____________ Dueto fund

Major Fund:
General

Total General Funddue from

Transportation
HealthandAnimal Control

Flood Control District
Employment& Training
Stadium District
Other Special RevenueGrants
Enviromnental Quality
DebtService
PitnaHealth Care System
DevelopmentServices
WastewaterManagement
OtherInternalService

$ 19
I

2,412
6,103

29
1
1

1,736
2

10,843

1
$ 21,149

CapitalProjects

TotalCapitalProjectsFund due from

OtherSpecial Revenue
WastewaterManagement

$ 1,597
56

$ 1,653

Duefrom fund Amount
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Due to fund Amount

PiniaHealthCareSystem General
HealthandAnimal Control

Total PimaHealth Care SystemFunddue from

WastewaterManagement Transportation

Total Wastewater ManagementFund due from

Health and Animal Control

Employment& Training
OtherSpecialRevenue

StadiumDistrict

OtherSpecialRevenueGrants

General
FloodControlDistrict
WastewaterManagement
OtherInternalService
General
WastewaterManagement
General
General
CapitalProjects
General
General
Employment and Training
LibraryDistrict
Wastewater Management

12
3

21
217
119

2
975
43

$ 1,491

The information in the table aboveincludes the formal internalborrowings by the StadiumDistrict Special
RevenueFund from the Capital Projects, Parking Garages and Other Internal ServiceFunds. These
borrowings were instituted by the County to meetits shod-termcashflow needs. interest will be paid at a
rate paidto investmentsof the Countyin the StateTreasurer’s Local GovernmentinvestmentPool.

NonniajorGovernmentalFunds:
Transportation

$ 2,000
2

$ 2,002

2
$ 2

$ 52

20
24

1
I

EnvironmentalQuality
Total NonrnajorGovernmentalFundsduefrom

NonmajorEnterpriseFunds:
ParkingGanges General

Total NonmajorEnterpriseFundsduefrom
197

$ 197
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B. Transfers
Transfersareusedto recordtransactionsbetweenindividualfundsto subsidizetheiroperations:

Transfers in fund
Major Funds:
General

Transfersoutfund

Transportation
Flood ControlDistrict
Other SpecialRevenue
StadiumDistrict
DebtService
PimaHealthCareSystem

General
Transportation
Flood Control District
Other SpecialRevenue
Library District
ParkingGarages

Amount

$ 151
35

6
2,527

110
7,993

$ 10,822 -

$ 2,197
19,926
9,835
4,233
1,875

134

$ 38,200

~ 23,065
$ 23,065

NonmajorGovernmentalFunds:
Health and Animal Control

FloodControl
Employment& Training
OtherSpecialRevenue

StadiumDistrict
Other SpecialRevenue- Grants

EnvironmentalQuality

General
CapitalProjects
General
General
Other SpecialRevenue- Grants

Capital Projects
General
General
Employment& Training

OtherSpecialRevenue
CapitalProjects
General

$ 6,674
309
295

3,701

216
21

1,324
45

2
992
37

350

Total GeneralFundtransfersin

CapitalProjects

Total CapitalProjectsFundtransfersin

PimaHealth Care System General
Total PimaHealth CareSystemtransfersin
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Transfersoutfund
General
Transportation
Flood ControlDistrict
MunicipalPropertyCorporation
CapitalProjects

TotalNonmajorGovernmentalFundstransfersin

InternalServiceFunds:
OtherInternalService General

Total InternalServiceFundstransfersin

Transfersofgeneralcapitalassetsreportedon thefund-basedstatementsas
capitalcontributionsandon thegovernment-widestatementsastransfers:

$ 29,435

$ 202

$ 202

PimaHealthCareSystem $ 1,813

WastewaterManagementFund 1,229

~ 3,042

NOTE13: CONSTRUCTIONANDJfflIER SIGNIflCANT cOMMITMENTS

At June30, 2003,Pima County had the following major contractual commitments related to variousprojects.
Commitmentshavebeengrouped into four major categories: TransportationProjects,Flood Control Projects,
General Government Projects andWastewaterManagementProjects.

TransportationProjects

At June30, 2003, thePimaCountyTransportationDepartmenthadcontractualcommitmentsof $78,813. Funding
for theseexpenditureswill be primarily providedfrom TransportationRevenueBonds andHighwayUserTax
Revenue,theprimarysourceofrevenuefor theTransportation Department.

Transfers in fund
DebtService

Amount
768

13,655
1,006

15
25
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Flood Control Projects

At June 30, 2003, the PimaCountyFlood Control District hadcontractualcommitmentsof $13,394.Fundingfor
theseexpenditures will be primarily provided from general obligation bonds and the Flood Control District’s tax
levy of propertywithin Pima County, theprimarysourceof revenuefor theFloodControlDistrict.

General Government Projects

At June30, 2003,PimaCountyhadcontractualcommitmentsrelated to variousFacilities ManagementProjectsof
$18,444andParksandRecreationProjectsof $52,950. Fundingfor theseexpenditureswill beprimarily provided
fromgeneralobligationbonds.

Wastewater ManagementProjects

At June30,2003,theWastewaterManagementEnterprisefund hadcommitmentsunderconstnictioncontractsthat
totaled$40,370.

OperatingLeases

The Countyentersinto operatingleasesfor variousequipmentandoffice space. Theseleasesareenteredinto with
theprovisionthattheymaybecanceledatthe endofeachfiscalyearif futurefunding is notprovided.Accordingly,
theseleasestotaled$3,377for theyearendedJune30,2003.

NOTE 14: STEWARDSHIP.COMPLIANCE,AND ASXJOUNTABJLIW
(DEFICIT FUNI) BALANCES’)

The StadiumDistrict SpecialRevenueFund(a non-majorgovernmentalfund)hadadeficit fundbalanceatJune30,
2003,of$6,036. Managementplansto eliminatethedeficit by refmancingdebtandoperatingtheBaseballComplex
profitably in the future.

The Other Special RevenueGrantsFund(anon-major governmental fund) had a deficit fund balanceat June 30,
2003,of $257. Includedin this amountis a deficit unreservedfund balanceof $312,andareservedfUndbalance
for prepaid expendituresof $55. This deficit canbe eliminated in the future throughnormal operationsor by
operatingtransfersfromtheGeneralFund.

WastewaterManagementFund(amajorbusiness-typeactivities fund) bad a deficit unrestrictednetassetbalanceat
June 30, 2003,of $35,477. Thisdeficit canbe eliminated in the futurethroughnormaloperationsandincreasesin
usageand connectionfees.

NOTE 15: SUBSEQUENTEVENTS

On OctoberI, 2003,Pima Countyamendedthelease-purchaseagreementfor thejail facilities. The amendment
extended the lease term to 2018 and reducedthe interest rates. Concurrent with this amendment,Refunding
Certificates ofParticipation,Series2003, in the amount of $27,525,were issuedto third-party investors to refund
portionsofthe principal and interest on Certificates of Participation.Series1997,andonthe Refunding Certificates
of Participation, Series 1999. The outstanding Certificates of Participation and the outstanding Refunding
Certificates ofParticipation,evidenceparticipation interest in the lease-purchaseagreementfor thejail facilities.
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APPENDIX G

SUMMARY OF RESOLUTION NO. 1991-138(ASAMENDED AND
SUPPLEMENTED) AUTHORIZING THE ISSUANCE

OF SEWER REVENUE BONDS

The following is a summary of certain provisions of Resolution No. 1991-138,authorizing the
issuanceof the Sewer Bonds,which was adopted by the CountyBoard of Supervisors on June 18, 1991 and
amendedon August 6, 1991 and assupplementedby the adoption of the authorizing resolution for the Sewer
RevenueRefunding Bonds,Series2004. The summary doesnot purport to be a full statementof the terms of
the Authorizing Resolution and, accordingly, is qualified by reference bereto and is subject to the full text
thereof.

Authority. The Bonds authorizedhereinare issuedpursuantto A.R.S. Section 11-264.01. The Sewer
Resolutionwill stay in fill forceandeffectuntil all Bondsarefilly paidor providedfor andall Policy Costshave
beenpaid.

Definitions; Interpretation.

A. Definitions

.

“Accreted Value” - with respectto Parity Bonds which are Capital AppreciationBonds, as of the
calculationdate, the initial principal amount plus interest then accruedthereoncompoundedat the interest rate
thereofon thestateddatessetforth in the resolutionauthorizingsuchCapitalAppreciationBonds.

“Agreement” - anyReserveFundGuarantyAgreement.

“Assumed Interest Rate” - with respect to Variable Rate Obligations only, an interest rate at the
computationdatecomputedto be the lesserof (i) the maximumratewhich Bondsof suchseriesmaybearunder
their terms or (ii) the rate of interest then establishedfor long-term bondsby the 30-year revenuebond index
publishedby TheBondBuyerimmediatelyprior to thecomputationdate.

“Average Annual Debt Service” - at computation,the averageof eachBondYear’s aggregatescheduled
Bond principal (including mandatoryredemptions)and interest requirements(with Variable Rate Obligations
bearinginterestattheAssumedInterestRate).

- theCounty’sBoardof Supervisors.

“Bond Insurer” - anissuerof a MunicipalBondInsurancePolicypertainingto anyof theBonds.

“Bonds” - theSeries1991 Bondsandall ParityBonds(includingtheSeries2004Bonds).

“Bond Year” - theone-yearperiodcommencingeachJuly2 andendingon thenext forthcomingJuly 1. A
Bond Year shall correspond to the Fiscal Year beginning on July 1 of the sameyearandendingon June30 of the
nextyear.

“Capital AppreciationBon4” - a Parity Bond the interestcomponentofwhich is compoundedsemiannually
on stated dates until maturity or until such Capital Appreciation Bond is converted to a Bond paying interest
semiannually,if sopermittedor required.
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“Deficiency” - the differencebetween(i) the total amountdue on any of the Bonds’ principal or interest
paymentdatesand(ii) theamountthenin theBondFund (whichamountshallnot includepaymentsmadepursuant
to a Municipal BondInsurancePolicyor aReserveFundGuarantybutshallinclude all moneystransferredfrom the
ReserveFundto theBondFundoravailablein theReserveFund for suchtransfer).

“Drawdown”- anyamountdrawnby thePayingAgentunderanyReserveFundGuaranty.

“DrawdownDate” - thedateof anyDrawdown.

“DTC” - theDepositoryTrustCompany,thedepositoryfor theBook-EntryBonds.

“FinanceDirector” - the personor personsemployedby the County whois responsiblefor the management
orsupervisionof theCounty’sfinancialmatters,includingbondtransactions.

“Fiscal Year” - thetwelvemonthperiodbeginningeachJuly 1 andendingon thenextJune30.

“Maximum Annual Debt Service” - at the time of computation,the greatestscheduledBond principal
(includingmandatoryredemptions)and interestrequirements(with Variable RateObligationsbearinginterestatthe
AssumedInterestRate)occurringin thethen-current,orany subsequent,BondYear.

“Municipal BondInsurancePolicy” - anyinsurancepolicy insuringthe paymentofprincipalof andinterest

on anyBonds.

“NetRevenues”- thoseRevenuesremainingafterdeductingOperatingExpenses.

“OperatingExpenses”- the costs of Systemoperation,maintenance,andrepairbutexcludingdepreciation
andpaymentsinto theBond, Reserve,ReimbursementandRebateFunds.

“Owner” - anypersonregisteredastheownerof anyBond(for Book-EntryBonds- DTC or any successor
depository).

“Parity Bonds” - anyadditionalBonds(includingthe Seriesof 1992,theSeriesof 1993, theSeriesl994A,
the Series1994B Bonds, the Series1998 Bonds, the Loan Agreementswith the Water InfrastructureFinance
Authority of Arizona datedFebruary1, 1996,June1, 1997,andOctober27, 2000,the Series2001 Bondsandthe
Series2004 Bonds)issuedon aparity with theSeries1991 Bonds.

“Policy Costs”- theamount necessaryto reimbursea ReserveFundGuarantorfor anyDrawdownpursuant
to anAgreementincludingthe Drawdownamount(andthe ReserveFundGuarantor’sexpenses)plus interestatthe
ReimbursementRateuntil paid.

“ReimbursementPeriod” - for anyDrawdown,theperiodfrom theDrawdownDateto thefirst anniversary
ofsuch DrawdownDate.

“ReimbursementRate” - the rateof interesttobepaid by theCountypursuantto the respectiveAgreement
topayaReserveFundGuarantorafteraDrawdown.

“ReserveFundGuarantor”- with respectto anyseriesof Bonds,the issuerofa suretybond, letterofcredit,
line of creditor insurancepolicy usedasa ReserveFundGuaranty,if issuedby an entity whoseGuarantywill not
adverselyaffectthe Bonds’ then-current rating.

“ReserveFund Guaranty” -any irrevocable suretybond, letter of credit or line of credit or insurancepolicy
issuedby aReserveFundGuarantorandusedasareservefund guarantyhereunder.
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“Reserve Fund Value” - the value of moneysand investmentscredited to the ReserveFundplus the
aggregatepenalsumof all ReserveFundGuaranties.

“ReserveRequirernnt” - initially, AverageAnnual Debt Serviceon all OutstandingBonds,which amount
shall beadjustedupon the issuanceof ParityBondsto equalAverageAnnualDebtServiceimmediatelyaftersuch

. issuanceor themaximumamounttheReserveFundis thenpermittedto increaseunderSection148 of the Intemal
RevenueCode.

“Revenues”- all income, moneysand receipts derived from System ownership,use and operation;
however,the termRevenuesshall not includeBondproceedsor the interestreceivedon anyBond proceedsplaced
in trust to payany Bondsor BondsBeingRefundedor retainedin either theConstructionor SystemDevelopment
Funds,nor anyamountsreceivedby the Countyfor which it is contractuallyobligatedto payoutasreimbursement

foracquisition,constructionor installationof systemfacilities.

“System” - the County’s entire sewersystemand all acquisitions,improvementsand extensionsadded
theretowhile anyBondsareOutstanding.

“Variable Rate Obligations” - any Parity Bondswhich may, in the future, bear interestat rateswhich
cannotbedeterminedwith specificityon theiroriginal issuedate.

Sourceof Paymentand Pledgeof Revenues.

A. TheBondsshallbepayablesolelyfrom theNetRevenues.TheBondsshall beequally andratably
securedby a pledgethereofandlien thereonwithout priority oneovertheother.

B. The Bonds are special obligations payable solely from the Net Revenuesand securedin
accordancewith this resolution. TheNetRevenuesarepledgedassecurity for theBonds. All Net Revenuesshall
be immediately subject to the pledgeof this resolution and the lien of this pledgeshall be valid and binding.
Nothingcontainedin this sectionshall limit theauthoritygrantedhereinto issueParityBonds.

Rate Covenant. The Countycovenantsand agreeswith the Ownersthat it will establishandmaintain
Systemchargessufficientto payall OperatingExpensesandproduceaggregateNet Revenuesin eachFiscalYear
equalto at least 120%of theprincipal andinterestrequirementson all OutstandingBondsfor the corresponding
BondYear(treatingVariableRateObligationsasbearinginterestatthe AssumedInterestRateandBondssubjectto
mandatoryredemptionas maturingon their respectivemandatoryredemptiondates)and saidrates,feesand other
chargesshall also be establishedand maintainedat ratessufficient to provide an amountof Net Revenuesfor the
thencurrentfiscal yearwhich, netof theaggregateamountsrequiredto bedepositedto theBondFund during such
fiscal year,will be sufficientto provideat leastonehundredpercent(100%)of theCounty’s Policy Costsdue and
owingin suchFiscalYear.

Creationof Funds;ApplicationofRevenues.

A. TheCountyTreasurershall createthefollowing specialfundsandaccounts:

1. TheRevenueFund.

2. TheOperationandMaintenanceFund.

3. TheBondFund.

4. TheReimbursementFund.

5. The ReserveFund containingseparateaccounts: the CapitalizedReserveAccount and
theContributedReserveAccount.

6. TheRebateFund.
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7. TheSystemDevelopmentFund.

8. TheConstructionFund.

B. All Revenuesshall be depositedin the RevenueFund and disbursedonly asfollows:

I . OperationandMaintenanceFund. First, to theOperationand MaintenanceFund,by the
tenthdayofeachmonth,an amountsufficient to paythemonth’sOperatingExpenses;suchFundshallbeusedonly
to pay Operating Expenses. The County may accumulate therein equitable allowances for accruals and
accumulationsto coverperiodicOperatingExpenses,includinginsurancepremiumsand expendituresfor renewals,
replacementsandrepairs normally classifiedasOperatingExpenses.Where the Countypurchasesitemssuchas
insurance,gasolineandelectricalenergyat large,it may allocateto theSystemonly its shareof suchexpenditure.

2. BondFund. Second,totheBondFund:

(a) Commencing the tenth day of the month immediately succeedingthe
dateof deliveryof theSeries2004BondsthroughthenextJune10or December10, as applicable,
suchamountnecessaryto allocateequally amongsuchmonths,the interestdue(net of accrued
intereston theSeries2004Bonds)on thenextJuly 1 orJanuary1,as applicable,and thereafteron
the tenth dayof eachmonth one-sixth (1/6) of the interestbecomingdue on the next interest
paymentdateon all BondsOutstanding;and

(b) Commencingthe tenthday of the month immediatelysucceedingthe
dateof delivery of the Series2004 Bondsthrough.thenext June 10 suchamountnecessaryto
allocateequally amongsuchmonths the principal due on thenext July 1, and thereafteron the
tenth day of eachmonth one-twelfth (1/12) of theprincipal amountbecomingdue on the next
principalpaymentdateon all BondsOutstanding.

TheBondFundshallbeatrust fund usedsolely to payBondprincipalandinterest.

WhenParityBonds are issued,BondFund depositsshallbe expandedto satis&all additionalor modified
debtservicerequirements.

3. ReimbursementFund. Third, if aDrawdownoccurs,depositto theReimbursementFund
commencingthe tenth day of the first month following a Drawdown andeach month thereafterfor the next
succeeding11 months,oruntil theReimbursementFundcontainsamountssufficientto reimburseall PolicyCosts,
an amount equal to at leastone-twelfth (1/12)of such Policy Costs. The ReimbursementFund shaltbeused only to
payReserveFund,Guarantors’Policy Costs.

If the County fails to pay any Policy Costs,the ReserveFundGuarantor(s)may exerciseall remedies
availableto theOwnersatlaw orunderthis resolutionor to anyReserveFundGuarantorunderanyAgreementother
than(i) accelerationofthe Bondsor(ii) remediesadverselyaffectingtheOwners’rights.

All ReserveFundGuarantiesshall beheldby the PayingAgent astheOwners’ fiduciary. ReserveFund
Guarantiesshall expireno earlierthanthe final maturitydateoftheseriesforwhich saidGuarantyapplies.

4. ReserveFund. Fourth,by the tenthdayof eachmonth,to theReserveFundtheamounts
requiredby Section 1 3(A)(4)(ii) of ResolutionNo. 1991-138,if applicable,or one-twelfth (1/12) of the amount
requiredtorestoretheReserveFundtotheReserveRequirementaftera ReserveFundwithdrawal.

1f on anyprincipalor interestpaymentdate,aDeficiencyexists,then:

(a) If thereareinvestmentsorcashin theReserveFund,suchinvestments
shall be liquidatedand thecashandinvestmentproceedstransferredto theBondFund;
and
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(b) If the Deficiency is not then cured, the PayingAgent shall deliver a

Drawdownrequestto eachReserveFundGuarantor.

DrawdownsandReserveFundproceedsshallbeusedsolelyto payBondprincipalandinterestthendue.

ReserveFundmoneysusedto pay suchprincipalandinterestshallbereplacedfrom the first RevenueFund
moneysthereafterreceivedwhich arenot requiredto be transferredto the Operationand Maintenance,Bond or
ReimbursementFunds.

The two ReserveFund accountsare createdto segregateReserveFund moneysand investmentsfor
arbitragerebatepurposes. All ReserveFund depositsmadefrom Net Revenuesor other availablemoneysof the
County shallbe depositedin the ContributedReserveAccount. All Bond proceedsdepositedto theReserveFund
shallbedepositedin the CapitalizedReserveAccount.

If~,after a ReserveFund withdrawal, the ReserveRequirementexceedsthe ReserveFund Value such
deficiencyshall be madeup overa twelve monthperiodby depositof twelve (12) substantiallyequalpaymentsto
theContributedReserveAccount.

5. RebateFund. Fifth, to theRebateFundthebalanceremainingin theRevenueFunduntil
the amountin the RebateFundequalsthe amountto bedepositedthereinduringsuchBond Yearas determinedby
the FinanceDirector.

6. SystemDevelopmentFund. Sixth, anyRevenueFundmoneysexceedingthosenecessary
to meetthe aboverequirementsshallbe depositedin the SystemDevelopmentFund. The SystemDevelopment
Fund maybe used(without priority): (I) for Systemextensionsandbetterments;(2) for unbudgetedmaintenance
and operationexpenses;(3) to redeemBondssubjectto optional redemptionor to purchaseBonds in the open
market;(4) to pay generalobligationbondsissuedby the County for Systempurposes;(5) to makeloansto the
Countyunderequitabletermsprescribedby theBoard;or (6) anylawful Systempurpose.

7. Deficiencies. If in any month the RevenueFund is insufficient to make the required
deposits to any Fund in any month, the insufficiency shall be madeup in the following monthor months after
paymentinto all Fundsenjoyingapriorclaimto theRevenueshavebeenmetin full.

8. Investmentof Funds. Money on depositin the Revenue,OperationandMaintenance,
Bond, Reserve,Reimbursementand RebateFundsmaybeinvestedin PermittedInvestments.All income derived
therefromshall be Revenuesandshall be depositedin the RevenueFund. Such investmentsshall beliquidatedas
neededand appliedto thepurposefor which the respectiveFundwas created. Moneys in the Constructionand
SystemDevelopmentFundsmay be investedin any lawful investment. At the option of the FinanceDirector,
incomederivedfrom ConstructionFundinvestmentsshallbeeitherretainedin the ConstructionFundordeposited
to theRevenueFund.

CovenantsRegardingtheSystem.The Countycovenantsandagreeswith eachOwnerthat it will:

A. Permitno freesewerservicesto befumishedto anyconsumeroruser;

B. Maintain the Systemin good condition andoperatethe samein an efficient mannerand at
reasonablecost;

C. Maintain insuranceon all System properties(which may include an adequately-fundedself-
insuranceprogram)with thecoveragenormallycarriedby municipalitiesor privatecompaniesengagedin asimilar
business.Self-insurancemaybemaintainedeitherseparatelyorwith aCounty-wideprogramif (i) suchprogramis
in writing and(ii) an independentconsultantannuallyreviewsthe programand certifies that such programis
adequateand actuarially sound. The proceedsof any insurancecovering the System,except public liability
insurance,receivedby theCounty shallbepledgedassecurityfor the Bondsuntil usedto replacetheSystemparts
damagedor destroyed,or if notsoused,shallbeplacedin theRevenueFund;
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D. Keepproperbooksandaccountsfor theSystem,which shall beauditedaftereachFiscalYearin
accordancewith generallyacceptedgovernmentalaccountingpractices;the Countywill furnish copiesof such
auditsto anyOwneruponrequest,no laterthanonehundredeighty (I 80) daysafter theendofeachFiscalYear;

E. Faithfullyandpunctuallyperformall its legaldutiesconcerningthe System;

F. Not sell, lease,mortgageor in any mannerdisposeof the Systemor any part thereofuntil all
Bondshavebeenpaid or provided for in full. This covenantshall not preventthe disposition of inexpedient
property. All proceedsfromsuchdispositionshallbedepositedin theRevenueFund;

G. Prior to eachFiscal Year, prepare andadopta budgetshowingtheestimatedSystemRevenuesand
OperatingExpensesfor theensuingFiscalYear, andwill operatethe Systemwithin suchbudgetto the bestof its
ability. Copiesofsuchbudgetswill beavailableto anyOwneron request;

H. To the extentallowedby. law, discontinuethe service to any premisesfor which the owneror
occupantthereofshall bedelinquentin thepaymentof Systemchargesbeyondtheperiodallowedby Countypolicy
andnotresumeserviceuntil all delinquentcharges,with interestandpenalties,shallhavebeenpaid;

I. Duly pay and dischargeall taxes, assessmentsor othergovemmentalchargeslawfully imposed
uponthe System,or upon anyRevenueswhendue,as well as any lawful claims for labor, materialsand supplies
which mightby lawbecomea lien on theSystem,or theRevenues,or impairthesecurityoftheBonds;

J. Depositthenetproceedsrealizedfrom anyeminentdomainproceedingconcerningtheSystemin
theRevenueFund;

K. To the extent allowedby law, refuseto grant any franchiseor permit for any competingsewer
systemoperationin theCounty.

L. Not causeorpermit the moneysin theBondFund,theReimbursementFund,theReserveFundor
the ConstructionFundto be investedinany investmentsexceptPermittedInvestments.

M. Not violatethetermsof anyAgreementandwill give all noticesandperformall actsandabideby
all promisescontainedin suchAgreementorAgreements.

Remediesof Owners.Any Ownermayby suit, in any courtof competentjurisdictionprotectthelien on
theNetRevenues,enforceperformanceof all dutiesimposedherebyor for theappointmentof areceiver. Except
thegiving ofnoticeof defaultto bondholders,theBondInsurershall bedeemedto bethesoleholderof theBondsit
hasinsuredfor so long as it hasnetfailed to complywith its paymentobligationsundertheBondInsurancePolicy.

If anydefaultoccursin thepaymentofprincipalof or intereston anyBonds,acourtmayappointareceiver
to administertheSystemandchargeandcollectsufficientfeesto payOperatingExpensesandmakeall paymentsto
the Bond,ReimbursementandReserveFundsrequiredhereunder.

For all purposesin exercisingremedies,exceptthe giving of noticeof defaultto Bondholders,the Bond
Insurerofeachseriesof Bondsshallbedeemedtobethe soleholderof theBondsit hasinsuredforsolongasit has
not failed to complywith itspaymentobligationsundertheBond InsurancePolicy.

Equality of Lien:ParityBonds.

TheBondsshall eachenjoycompleteparityoflien on theNetRevenues.

A. ParityBondsmaybe issuedon aparitywith theBondshereinauthorizedonly if all the following
conditionsaremet:

I. The Net Revenuesfor the completedFiscal Year immediatelyprecedingthe Parity
Bonds’ issuancemusthavebeenat leastequalto onehundredtwentypercent(120%)of MaximumAnnual
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Debt Serviceimmediately after such issuanceand said Net Revenuesmust also havebeensufficient to
providean amountof Net Revenuesfor the then currentfiscal yearwhich, net of the aggregateamounts
requiredto bedepositedto the BondFund during such fiscal year,will be sufficientto provideatleastone
hundredpercent(100%)of the County’s Policy Costsdue andowing in suchFiscalYear as shownby a
FinanceDirector’s certificate.The computationof NetRevenuesmay additionally include: (i) if Parity
Bondproceedsare tobe expendedto acquireexistingsewerproperties,thenet revenueswhich wouldhave
beenderivedfrom suchpropertiesduring the entire immediatelyprecedingFiscalYear; (ii) if duringsuch
precedingFiscal Year the County has acquiredexisting sewerproperties,the net revenueswhich would
havebeenderived from the operationof suchsewerpropertiesduring suchFiscalYear had such sewer
propertiesbeenacquiredandoperatingthroughoutsuchFiscal Year;and(iii) if anySystemrateincrease
occurred during suchprecedingFiscalYear, the increasedNetRevenueswhichwould havebeenreceived
if such increasehad beenin effect throughoutsuch Fiscal Year; in each casesuch additions to Net
Revenuesmustbe estimatedby anengineeror engineeringfirm havingawide andfavorablereputationin
respect to such mailers;

2. The paymentsinto thevariousFundsmustbecurrentatsuchParityBonds’ issuance;

3. The ParityBondproceedsmustbeusedsolelyfor Systemextensions,renewals,improve-
ments,orreplacementsor to refundOutstandingBonds;and

4. The ReserveFund Valueshall beincreasedatthe Board’s option,by: (i) the immediate
depositof Parity Bond proceedsor availablemoneysto the ReserveFundor the immediatedelivery of a
ReserveFundGuaranty,or anycombinationthereofin orderfor theReserveFundValueto equalorexceed
the Reserve Requirement immediatelyaftersuchParityBonds’ issuanceor (ii) depositsof NetRevenuesto
theReserveFundin approximatelyequalmonthly installmentsso thattheReserveFundValuewill equal
or exceed the increased Reserve Requirement not later than five yearsfollowing such Parity Bonds’
issuance; or (iii) anycombinationof suchmethods.

ResolutionIncorporatedInto theBonds. Theprovisionsof this resolutionaredeemedincorporatedinto
the Bondsthemselvesand no change,variation or alterationof anykind in theprovisionshereofshallbemadein
anymanner,exceptasprovidedhereafter.

ResolutionModification.

A. Withouttheconsentof ornoticeto anyOwner,this resolutionmaybemodified for oneormoreof

the following purposes:
(I) To cureanyambiguity,formal defect,omissionor inconsistency;

(2) To grantto theOwnersadditionalrights,remedies,powersorauthority;

(3) To secureadditional Revenuesor provide additional security or reservesfor Bond
payment;

(4) To comply with any federalsecuritieslawsor theTrust IndentureAct of 1939, if and to
theextentapplicableto theBonds;

(5) To permit,preserveor continue(in theeventof achangein federalincometax laws (the
“Code”) which requires a Supplementin order to continue suchexclusion) the exclusionof the interestincome
borneon theBondsfrom grossincomeor the exemptionfrom Stateincometaxesandto preservethepowerof the
County to continueto issuebondsor otherobligations(specifically not limited to theBonds authorizedunderthe
SewerResolution)the interestincome on which is likewise excludedfrom gross incomeand exemptfrom State
incometaxes.
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B. Exceptas providedin (A) above,the Ownersof fifty-one percent(5 1%) in aggregateprincipal
amountoftheBondsthenOutstanding(treatingCapitalAppreciationBondsattheir thenAccretedValue)shall have
theright toconsentto and approvemodificationsto anytermsor provisionshereinbutnosuchmodificationmay:

1. ChangethematurityofanyOutstandingBond.

2. Changethe interestrateon anyOutstandingBond.

3. Reducetheprincipalorredemptionpremiumpayableon anyBond.

4. Modify the principal, interestor redemptionpremiumpaymenttermson any Bond or
imposeanyadverseconditionson suchpayments.

5. AdverselyaffecttherightsoftheOwnersoflessthanall BondsthenOutstanding.

C. Any otherprovisionto thecontrarynotwithstanding,no amendmentto the SewerResolutionshall
becomeeffectiveunlessanduntil it is approvedby all Bond InsurersandReserveFundGuarantorsapplicableto the
Bonds.

RightsofReserveFundGuarantors;Rights of BondInsurers.

A. lf anyBond’sprincipal or interestshall bepaidby aReserveFundGuarantor,(i) thepledgeof the
Net Revenuesand all of theCounty’sobligationshereundershall continueandsuchReserveFundGuarantorshall
befully subrogatedto all rightsof theOwnersof theBondssopaid.

B. For all purposeshereunder,the County maytreata Bond Insurer’sconsentas the consentof the
Ownersof anyBondstheninsuredby suchInsurer,if saidInsurer’screditratingis thenin one of the two highest
gradesannouncedby oneofthe two mostwidely recognizedratingagenciesthenratingmunicipalbondcredits.

Method of Valuation: Frequency. In computingthe amount in anyfund or account,PermittedInvest-
mentsshall bevaluedat theirmarketvalueexclusiveof accruedinterest. A valuationshall occurannuallyon the
first BusinessDayofeachBondYearandimmediatelyafteraReserveFundwithdrawal.

Defeasance.Paymentof all oranypartof theBondsmaybeprovidedfor by theirrevocabledepositwith a
trusteeof moneysor GovernmentObligations,or both. If the moneysandthe maturingprincipal and interest
incomeon suchGovernmentObligationsshallbe sufficient, asevidencedby acertificateof anexpertin thefield, to
paywhen duethe principal or redemptionpriceof andinterest on suchBonds, such Bonds shall no longerbe
deemedOutstanding. TheOwnersof Bondssoprovidedfor shall thereafterbe entitledto paymentonly from the
moneysorGovernmentObligationsdepositedwith suchtrustee.
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APPENDiX H

FORM OF CONTINUING DISCLOSURE UNDERTAKING

$27,160,000*
Pima County, Arizona

Sewer RevenueRefunding Bonds
Series2004

This Continuing DisclosureUndertaking(this “Disclosure Undertaking”) is executedand deliveredby
PinaCounty,Arizona(the“Obligor”), in counectionwith the issuanceby theObligor of its $27,160,000* principal
amount Pima County,Arizona, SewerRevenueRefundingBonds, Series2004 (the “Series2004 Bonds”). The
Series2004 Bondsarebeingissuedpursuantto ResolutionNo.1991-138,as amendedby ResolutionNo. 1991-183
andsupplementedby Resolution2004- (the “Resolution”).Certaintermsusedhereinaredefinedin Section10
below.

TheObligor undertakesandagreesasfollows:

Section 1 Purposeof theDisclosureUndertaking. This DisclosureUndertakingis being executed
anddeliveredby theObligor for thebenefitof theBondholdersandin orderto assisteachParticipatingUnderwriter
in complyingwith theRule.

Section2 Annual InformationandAuditedFinancialStatements.The Obligor agreesto provide or
causeto beprovidedto eachRepository:

(a) Annual Informationfor the precedingFiscal Yearnot later than theFiling Date for eachFiscal
Year; and

(b) Audited FinancialStatementsfor the precedingFiscalYear not laterthanthe later of the Filing
Datefor eachFiscalYearorpromptlyafterbecomingavailableto theObligor.

Any orall of the itemslisted abovemaybeincludedby specificreferenceto otherdocuments;providedthat if the
documentincludedby referenceis not afinal official statement,it musthavebeen provided previously to each of the
Repositories or the Securitiesand ExchangeCommission,and if the documentincluded by reference is a final
official statement, it must beavailablefrom theMSRB.

Section3 Notice of ListedEvents andFailureto ProvideAnnual Information. TheObligor agrees
to provide orcauseto beprovidedto eachNationalRepositoryor to the MSRB, andto any StateRepository,in a
timelymanner:

(a) notice of the occurrenceof any Listed Eventswith respectto the Series2004 Bonds, if material
(within themeaningof theRule);and

(b) noticeof its failure to provideor causeto be providedthe Annual Informationon or beforethe
applicableFiling Date.

Notwithstandingthe foregoing,notice of Listed Eventsconsistingof bondcalls or defeasancesneednotbegiven
underthis subsectionanyearlierthanthenoticeofthe underlyingeventis given to the registeredownersof affected
Series2004Bondspursuantto theResolution,andnoticeof theoccurrenceof amandatory,scheduledredemption,
nototherwisecontingentupontheoccurrenceofanevent, isnot requiredif the termsof the redemptionunderwhich
the redemptionis to occurare set forth in detail in the Official Statementandthe only openissue is whichSeries
2004 Bondswill be redeemedin thecaseofa partialredemption.

*Preljminary subjectto change.
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Section4 Termination of Reporting Obligation. The obligations of the Obligor under this
DisclosureUndertakingshall terminateat such time as no Series2004 Bondsremain Outstanding(within the
meaningoftheResolution)orall oftheSeries2004Bondshavebeenlegally defeased,redeemedorpaid in full.

Section5 DisseminationAgent. The Obligor may, from time to time, appoint or engagea
disseminationagentto assistit in carrying out its obligationsunderthis DisclosureUndertaking,andmaydischarge
anydisseminationagent,with orwithoutappointingasuccessordisseminationagent.

Section6 Amendment: Waiver. Notwithstanding any other provision of this Disclosure
Undertaking,theObligormayamendthis DisdosureUndertaking,andanyprovisionofthis DisclosureUndertaking
maybe waived;provided,however,that no amendmentor waivermay takeeffect unlessthe following conditions
aresatisfied:

(a) the amendment or waiver may only be made in connection with a change in circumstancesthat
arisesfrom a changein legalrequirements,changein law,or changein the identity, natureor statusofan“obligated
person”(within themeaningoftheRule)with respectto theSeries2004Bonds,or thetypeofbusinessconducted;

(b) this DisclosureUndertaking,as amendedor taking into accountsuchwaiver, in the opinion of
counselof national reputationexperiencedin bond or federalsecuritieslaw selectedby the Obligor, would have
compliedwith the requirementsoftheRuleat the timeoftheoriginal issuanceoftheSeries2004Bonds,taking into
accountany amendmentsor interpretationsoftheRule,aswell asanychangeincircumstances;and

(c) the amendmentorwaivereither(i) isapprovedby the registeredownersoftheSeries2004 Bonds
in the samemannerasprovidedin the Resolutionfor amendmentsto the Resolutionwith the consentof registered
ownersof theSeries2004 Bonds,or (ii) doesnotmateriallyimpair the interestsofithe Bondholdersas determined
by the opinionof counselof nationalreputationexperiencedin bond or federal securitieslaw unaffiliatedwith the
Obligor butwhichmaybe selectedby the Obligor, oras determinedby anotherparty unaffihiatedwith the Obligor
but which maybe selectedby theObligor.

Section7 Additional Information. Nothing in this Disclosure Undertakingshall be deemedto
preventtheObligor from disseminatinganyother information,using themeansof disseminationset forth in this
DisclosureUndertakingor any othermeansof communication,or includingany other informationin any Annual
Information or notice of occurrenceof a Listed Event, in addition to thatwhich is requiredby this Disclosure
Undertaking. If the Obligor chooses to include any informationin any Annual lnformation or noticeof occurrence
of any Listed Event or any other event, in addition to that which is specifically required by this Disclosure
Undertaking, theObligor shall haveno obligationunderthis DisclosureUndertakingto updatethe information or
includeit in anyfutureAnnual Informationornoticeof occurrenceof Listed Event.

Section8 Failureto Perform. Any Bondholder may enforce the Obligor’s obligationto provideor
causeto beprovidedinformationornoticeunderthisDisclosureUndertakingby commencinganactionin acourtof
competentjurisdiction to seekspecificperformanceby courtorderto compelthe Obligor to provideor causeto be
provided such information or notice; provided that any Bondholder must first as a condition precedent to
commencingthe action provide at least30 day’s prior written noticeto the Obligor of its failure to perform,giving
reasonabledetail of such failure, following which notice the Obligor shall have 30 days to perform. Failure by the
Obligor toperformunderthis DisclosureUndertakingshall not bedeemedan eventof defaultwith respectto the
Series2004 Bonds or under the Resolutionor any other documentandthe sole remedyunder this Disclosure
Undertakingin theeventofanyfailureoftheObligor to complywith thisDisclosureUndertakingshallbeanaction
to compelperformance.

Section9 Beneficiaries. This DisclosureUndertakingshall inure solely to the benefit of the
Obligor andtheBondholdersfrom time totime, andshallcreatenorights inanyotherpersonor entity.

Section10 Definitions. In additionto thedefinitionssetforth in theResolutionwhich apply to any
capitalizedterm usedin this DisclosureUndertakingunlessotherwisedefmedin this DisclosureUndertaking,the
followingcapitalizedtermsshallhavethefollowing meanings:
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“Annual Information”means:

(a) quantitativefinancialinformation and operatingdataconcemingtheoperationsof the Obligor of
the type set forth in the Official Statementin Appendix A in the tablesentitled “P1MA COUNTY, ARIZONA,
SUMMARY OF WASTEWATERUSER FEES,” ‘PIMA COUNTY, ARIZONA, SUMMARY OF USER FEE
REVENUES,” ‘PIMA COUNTY, ARIZONA, CONNECTIONFEE REVENUES,”“PIMA COUNTY, ARIZONA,
REVENUESFROM OTHER FEESAND CHARGES” and“PIMA COUNTY WASThWATERMANAGEMENT
DEPARTMENT ComparativeStatementsof SystemRevenues,ExpendituresandNetRevenuesAvailable for Debt
Service;”and

(b) unauditedannualFinancial Statementsof the Obligor unlessAudited Financial Statementsare
providedat thesametime.

In additionto the informationdescribedin (a) and(b), (i) if anypartof theAnnual Informationdescribedin (a) can
no longerbegeneratedbecausetheoperationsto which it is relatedhavebeenmateriallychangedor discontinued,
theObligorwill includea statementto that effectaspartoftheAnnual Informationfor theyear in whichthechange
or discontinuationoccurs,and (ii) the Annual lnformation for the year in which any amendmentor waiver of a
provisionof this DisclosureUndertakingoccursshall describeandexplaintheamendmentorwaiver, thereasonfor
it and its impact on the type of information being provided, and if the amendmentrelates to theaccounting
principlestobefollowed in preparingfinancialstatements,the AnnualInformationfor theyearin which thechange
is made shall presenta comparison(in narrativeform and also, if feasible, in quantitativeform) betweenthe
financial statementspreparedon the basisof thenew accountingprinciplesandthosepreparedon the basisof the
formeraccountingprinciples.

“AuditedFinancialStatements”meansauditedannual Financial Statements of theObligor.

“Bondholder” meansa beneficial owner of a Bond, with beneficial ownership determinedon a basis
consistentwith the provisionsof Rule 13d-3 adoptedby the SecuritiesandExchangeCommissionunder the
SecuritiesExchangeAct of 1934,or, if thoseprovisionsdo not ade4uatelyaddressthe situationin question(in the
opinionof counselof nationalreputationexperiencedin bondor federalsecuritieslaw selectedby theObligor) with
beneficial ownershipdeterminedon the basis of ownershipfor federalincome tax purposes. Any assertionof
beneficial ownershipmust be establishedby evidencein writing with full documentarysupport filed with the
Obligor.

“Filing Date”meansthefirst businessdayinFebruaryofeachFiscalYear, commencinginFebruary,2005.

“Financial Statements”meansannual financial statementsof the Obligor preparedin conformity with
generallyacceptedaccountingprinciplesasreflectedin the governmentalaccountingstandardspromulgatedfrom
time to timeby the GovernmentAccountingStandardsBoard.

“Fiscal Year” meanseachfiscal year of the Obligor commencingwith thefiscal yearbeginningJuly 1,
2003,andendingJune30,2004.

“Listed Events”meansanyofthe following events:

(1) principaland interestpaymentdelinquencies;

(2) non-paymentrelateddefaults;

(3) unscheduleddrawson debtservicereservesreflectingfinancialdifficulties;

(4) unscheduledthawson creditenhancementsreflectingfinancialdifficulties;

(5) substitutionof creditor liquidity providers,or theirfailure to perform;

(6) adversetaxopinionsor eventsaffectingthe tax-exemptstatusof thesecurity;
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(7) modificationsto rightsof securityholders;

(8) bond calls;

(9) defeasances;

(10) release,substitution,or saleof propertysecuringrepaymentofthesecurities;and

(11) ratingchanges.

“MSRB” meanstheMunicipal SecuritiesRulemakingBoard.

“National Repository”meanseachNationally RecognizedMunicipal SecuritiesInformationRepository
whichis recognizedassuchfor purposesof theRule atthetime anyinformationornoticeis to beprovidedpursuant
to this DisclosureUndertaking. TheNationalRepositoriesat thetime of executionanddeliveryof this Disclosure
UndertakingarelistedinExhibit A.

“Official Statement”meansthe final Official Statementdated___________, 2004, with respectto the
initial offering of theSeries2004Bonds.

“Participating Underwrite?’ meanseach broker, dealer,or municipal securitiesdealer acting as an
underwriterin the primary offering of the Series2004 Bonds, including, without limitation, RBC Dam Rauscher
Inc..

“Repository”meanseachNational RepositoryandeachStateRepository.

“Rule” meansRule lSc2-12(b)(5) adoptedby the Securities and ExchangeCommissionunder the

SecuritiesExchangeAct of 1934,as applicableto theSeries2004Bonds.

“State”meanstheStateofArizona.

“State Repository”meansany public or private repositoryor entity designatedby the State as a state
repository for the purpose of the Rule and recognizedassuchby the SecuritiesandExchangeCommission. As of
thedateof this DisclosureUndertaking,thereis no StateRepository.

Section11 CiovemingLaw; Forum. ThisDisclosureUndertakingshall be governedby the law of
the State.Any actionto enforcethis DisclosureUndertakingagainstthe Obligor may bebrought only in a State
court.

Section12 BudgetRequirement.Underthe law of the State,no expendituresmay bemadeby the
Obligor in any Fiscal Year for a purposenot included in the budget,and no expenditure may be made or obligation
or liability incurredor createdby the Obligor in anyFiscalYearin excessof theamountspecifiedfor eachpurpose
in the budget,for that Fiscal Year, exceptas otherwiseprovidedby law, and the Obligo?sundertakingin this
DisclosureUndertakingis subjectto this limitation of State law on expendituresby the Obligor for costs of
performingits obligationsunderthis DisclosureUndertaking.

Dated: May 11,2004
COUNTY, ARIZONA

By:
Carol Bonchalk
DirectorofFinance
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Exhibit A

List of Nationally RecognizedMunicipal SecuritiesInformation Repositories
at the time of executionand delivery of the DisclosureUndertaking

The list may changefrom time to time. The DisclosureUndertakingrequiresthat information and noticesbe
providedto eachRepository. The list shouldbe checkedfor changeseachtime information or notice is to be
provided. A current list may be obtained from the Securitiesand ExchangeCommissionover the Internet at
http:llwww.sec.gov/info/municipal/nrmsir.

Bloomberg Municipal Repository

100 BusinessParkDrive
Skillman, NewJersey 08558
Phone: (609)279-3225
Fax: (609)279-5962
E-mail: munis~bloomberg.com

DPCDataInc.
OneExecutiveDrive
FortLee,NewJersey07024
Phone: (201)346-0701
Fax: (201)947-0107
E-mail: nrmsir@dpcdata.com

FTInteractiveData
Attn: NRMSIR
100William Street
New York, NewYork 10038
Phone: (212)771-6999
Fax: (212)771-7390
E-mail: nrmsir@ftid.com

Standard& Poor’sSecuritiesEvaluations,Inc.
55 WaterStreet,

45th Floor
NewYork, NewYork 10041
Phone: (212)438-4595
Fax: (212)438-3975
E-mail: nrmsirrepository~sandp.com
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APPENDIX I

FORM OF MUNICIPAL BOND INSURANCE POLICY
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OFFICIAL STATEMENT

NEW ISSUE - BOOK ENTRY ONLY RATINGS: (See“Ratings” herein)

In theopinion ofSnell& WilmerL.LY.,BondCounsel,Tucson,Arizona,BondCounse4underexistinglawsandassumingcompliancewith
ceriaincovenanisby theCounlyas describedunder“TAXEXEMPTION” herein, inleresion theSeries2004Bondsis not includedin the

grossincomeofihe ownersofiheSeries2004 Bondsforfederalincometarpurposesandis notan itemofprefereneeto beincluded
in thealternativeminimumtax ofindividualsor corporations. Intereston theSeries2004Bondsis not includedin thetaxable

incomeofihe ownersoftheSeries2004BondsforStateofArizonaincometaxpurposes.See “TAXEXEMPTION” “ORiGINAL ISSUE
DISCOUNT” and “BOND PREMiUM” herein.

$25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES 2004

Dated: May 1, 2004 Due: July 1, asshownon next page

The SewerRevenueRefundingBonds, Series2004 (the “Series 2004 Bonds”) arebeingissuedby Pima County,
Arizona (the “County”) in accordancewith applicableState law. The Series2004 Bonds are issuedin the form of frilly-
registeredbonds in denominationsof $5,000 andintegral multiples thereof. intereston the Series2004 Bonds is payable
semiannuallyon July 1 andJanuary1 (eachan“InterestPaymentDate”). Thefirst interestpaymenton the Series2004Bonds
will beJuly 1, 2004. Interestwill bepaidon eachInterestPaymentDateby checkmailedby thepaying agentto eachregistered
owner of theSeries2004Bondsat theaddressshownon the registrationbooks(the“Bond Register”)at thecloseof businesson
the fifteenthday ofthe monthprecedingeachInterestPaymentDateor if suchday is a Saturday,Sundayor holiday on the next
precedingbusinessday;or by wire transferto anysecuritiesdepositoryor, upon two daysprior written requestdeliveredto the
paying agentspecif~iinga wire transferaddressin thecontinentalUnitedStates,to any registeredownerowning anaggregate
principal amountof Series2004Bonds of at least$1,000,000.Principalof andanypremiumon the Series2004Bonds will be
payableat the designatedcorporatetrust office of J.P.MorganTrustCompany,NationalAssociation,or successor,asregistrar
arid payingagent.

TheSeries2004Bondswill be issuedasregisteredbondsandwill beregisteredin the nameofCede& Co., asnominee
of The DepositoryTrustCompany,NewYork, NewYork (“DTC”), whichwill actas securitiesdepositoryfor the Series2004
Bonds. Purchasesof beneficial interestsin suchSeries2004 Bonds will bemadein book-entry-onlyform. Purchaserswill not
receivecertificatesrepresentingthe ownershipof interestin the Series2004Bondspurchasedby them. So long as the Series
2004 Bondsareregisteredin thenameof Cede& Co., asnomineeof DTC,paymentsof the principal, interestandpremium,if
any, on the Series2004 Bonds will be madedirectly by the Paying Agentto Cede& Co., as nomineeof DTC. See“THE
SERIES2004BONDS — Book-Entry-OnlySystem”herein.

TheSeries2004Bondsaresubjectto redemptionprior to their statedmaturities,asdescribedherein.

TheSeries2004 Bondsarebeingissuedfor thepurposeof providing Ibndsto (i) refundin advanceof maturitycertain
maturitiesofoutstandingsewerrevenuebondsoftheCounty,and(ii) pay costsrelatingto theissuanceof theSeries2004 Bonds.

Principalof, premium,if any,andinterestontheSeries2004Bondsarepayablesolely from andsecuredby apledgeof
theNet Revenuesof the Systemon parityof lien with certainoutstandingsewerrevenuedebtandadditionalparitydebt thatmay
beissuedin the futureundertheherein-describedSewerBondResolution. THE SERIES2004 BONDSARE NOT GENERAL
OBLIGATIONS OF THE COUNTY OR A CHARGEAGAINST THE GENERAL CREDIT OR TAXING POWEROF THE
COUNTY. THE COUNTY IS NOT LIABLE FORTHE PAYMENT OF THE SERIES2004 BONDSFROM ANY SOURCES
OF FUNDSEXCEPTTHE SOURCESAND FUNDSDESCRIBED HEREIN. See“THE SERIES2004BONDS - Securityand
Sourceof Payment”herein.

The scheduledpaymentof principalof andinterestonthe Series2004 Bonds whenduewill be guaranteedunderan
insurancepolicy to be issued concurrently with the delivery of the Series 2004 Bonds by FiNANCIAL SECURITY
ASSURANCEINC.

flSA
This coverpagecontainsonly abriefdescriptionof the Series2004Bonds andthe securitytherefor.It is not intended

to be a summaryof material information with respectto the Series2004 Bonds. Investorsshould read the entire Official
Statementto obtaininformationnecessaryto makeaninformedinvestmentdecision.

TheSeries2004Bondsareofferedwhen,asand ~fissuedbytheCountyandreceivedby theUnderwriter, subjectto theapprovingopinion of
Snell & WilmerLi. P., BondCounsel,Tucson,Arizona,as to validity andtaxe:emption. Certainmatterswill bepasseduponfor the

Underwriter byits counsel,GreenbergTraurig. LLP, Phoenix,Arizona. It is expectedthat theSeries2004Bondswill be
availablefor deliverythroughthefacilitiesofDTC, onor aboutMay 11, 2004.

RBC DAIN RAUSCHIER
May 4, 2004



MATURITY SCHEDULE

$25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES2004

Maturity Principal Interest Maturity Principal Interest
July 1 Amount Rate Yield July 1 Amount Rate
2005 $1,425,000 2.000% 1.480% 2012 $2,050,000 5.500%
2006 1,455,000 2.250 1.940 2013 2,975,000 5.000
2007 2,335,000 2.625 2.420 2014 3,430,000 5.000
2008 2,410,000 3.250 2.810
2009 2,485,000 5.000 3.150 2015 2,000,000 4.125
2010 1,575,000 3.500 3.420 2015 2,000,000 5.000
2011 1,630,000 5.375 3.650

* Pricedto July 1, 2014 parcall.

Yield
3.870%
4.030
4.150

4.260
4.260*

(AccruedInterestto beAdded)
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This Official Statement,which includes the cover pageand the Appendiceshereto, does not
constitutean offering of any securityother than the original offering of the Series2004 Bondsidentified on
the insidefront cover hereof. No personhasbeenauthorizedby the County to give any information or to
makeanyrepresentationsother thanascontainedin this Official Statement,andif given or made,suchother
information or representationnot soauthorizedshouldnotbereliedupon ashavingbeengiven or authorized
by theCounty.

Theissuanceandsaleof theSeries2004 BondshavenotbeenregisteredundertheFederalSecurities
Act of 1933 or the SecuritiesExchangeAct of 1934,bothas amended,in relianceupon exemptionsprovided
thereunderby Section3(a)2 and3(a)12,respectively,for the issuanceandsaleof municipalsecurities;nor has
theissuebeenqualified undertheSecuritiesAct of Arizona,in relianceupon variousexemptionsin suchAct.
ThisOfficial Statementdoesnotconstitutean offer to sell or a solicitationof an offer to buy in any statein
whichsuchoffer or solicitation is not authorizedor in which thepersonmaking suchoffer or solicitation is
notqualified to do soor to anypersontowhomit is unlawful to makesuchofferor solicitation.

The informationandexpressionsof opinion hereinaresubjectto changewithoutnotice,andneither
thedeliveryof this Official Statementnor any salemadehereundershall,underanycircumstances,give rise
to anyimplicationthat therehasbeenno changein theaffairs of theCountysincethedatehereof.

IN CONNECTIONWITH THIS OFFERING, TEE UNDERWRITER MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WH1CH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
SERIES2004BONDSOFFEREDHEREINAT A LEVEL ABOVE THAT WHICH MIGHT PREVAIL IN
THE OPEN MARKET. SUCH STABILIZATION, IF COMMENCED,MAY BE DISCONTINUEDAT ANY
TIME.

Other than with respectto information concerningFinancial Security Assurancelnc. (“Financial
Security”) contained under the caption “Bond Insurance” and Appendix I “SpecimenMunicipal Bond
InsurancePolicy” herein,noneof theinformation in this Official Statementhasbeensuppliedor verified by
FinancialSecurity andFinancialSecuritymakesno representationor warranty,expressor implied, as to (i)
the accuracyor completenessof suchinformation; (ii) thevalidity of theSeries2004 Bonds; or (iii) thetax
exemptstatusof theintereston the Series2004Bonds.

The Underwriterhasprovided the following sentencefor inclusion in this Official Statement:The
Underwriterhasreviewedthe information in this Official Statementin accordancewith, and aspart of, its
responsibilitiesto investorsunderthefederalsecuritieslawsas appliedto the factsandcircumstancesof this
transaction,but the Underwriterdoesnotguaranteethe accuracyor completenessof suchinformation.
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$25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES 2004

INTRODUCTORY STATEMENT

This Official Statement,including the cover pageand the Appendiceshereto,hasbeenpreparedby Pima
County, Arizona (the “County”) in connectionwith the original issuanceand sale by the County of its Sewer
RevenueRefundingBonds,Series2004 (the“Series2004Bonds”), identifiedon thecoverpagehereof.

All financialandother information presentedin this Official Statementhasbeenprovidedby the County
from its records,exceptfor information expresslyattributedto othersources. The presentationof information,
includingtablesof receiptsfrom taxesandothersources,is intendedto showcertainhistoric information,andis not
intendedto indicate future or continuing trendsin the financial position or other affairs of the County. No
representationis madethat pastexperience,as is shownby that financial and other information, will necessarily
continueor berepeatedin the future.

Referencesto provisionsofArizona law,whethercodifiedin the ArizonaRevisedStatutesor uncodified,or
ofthc ArizonaConstitution,arereferencesto thosecurrentprovisions. Thoseprovisionsmay beamended,repealed
orsupplemented.

THE SERIES 2004BONDS

Authorization and Useof Funds

The Series2004Bondsare issuedpursuantto the Constitutionand lawsof the Stateof Arizona, including
specifically Title 11, Chapter 2, Article 4, Arizona Revised Statutesand all amendmentsthereto, and more
specifically undertheprovisionsof(i) ResolutionNo. 1991-138adoptedby theCounty’sBoardof Supervisors(the
“Board”) on June 18, 1991, as amendedby the Board on August 6, 1991, and (ii) a supplementalauthorizing
resolution,which supplementalresolutionprovidesfor the issuanceof theSeries2004Bonds,adoptedby theBoard
on March 9, 2004(collectively, the “SewerBondResolution”). Excerptsof the SewerBond Resolution,including
certaindefinedtermsusedherein,arcpresentedin AppendixC.

Proceedsof the saleof the Series2004 Bondswill be usedto provide funds to (i) refund in advanceof
maturity certain maturities of outstandingsewer revenuebondsof the County, and (ii) pay costsrelating to the
issuanceof theSeries2004Bonds.See“PLAN OFREFUNDING”herein.

GeneralDescription

The Series2004 Bondswill be datedMay 1, 2004andwill be issuedin theform of fully registeredbonds
in denominationsof $5,000or anyintegralmultiple thereof. The Series2004Bondswill bearinterestfrom May 1,
2004,payablesemiannuallyon January1 andJuly 1 (eachan “InterestPaymentDate”), commencingJuly 1,2004.

As describedhereinunder “THE SERIES 2004 BONDS — Book-Entry-Only System” the Series2004
Bondswill be issuedin book-entry-onlyform andwill beregisteredin thenameof Cede& Co., asregisteredOwner
andnomineeof TheDepositoryTrustCompany(“DTC”), New York, New York. Solong asDTC, or its nominee,
Cede& Co., is theregisteredOwner ofall of the Series2004Bonds,all paymentson the Series2004Bondswill be
directly to DTC. So long as Cede& Co. is the registeredOwnerof the Series2004Bonds, asnomineefor DTC,
referenceshereinto “Owners” or registeredownersof the Series2004 Bonds(otherthanunderthe caption“TAX
EXEMPTION”) shall meanCede& Co.,as aforesaid,andshall notmeanthebeneficialownersof suchSeries2004
Bonds. Whenreferenceis madeto any actionwhich is requiredor permittedto be takenby thebeneficialowners,
such referenceshall only relate to thosepermittedto act (by statute,regulationor otherwise)on behalfof such

1



beneficialownersfor suchpurposes. Whennoticesare given,they shallbe sentby thehereinafter-describedPaying
AgenttoDTC only,asregisteredOwner.

Interestwill be paidon eachInterestPaymentDateby checkmailedtoeachregisteredownerof theSeries
2004 Bonds(initially, only DTC) at theaddressshownon the registrationbooks(the “Bond Register”)maintained
by the hereafter-describedBond Registrarat the closeof businesson thefifteenth day of the monthprecedingeach
InterestPaymentDate or if such day is a Saturday, Sundayor holiday on the next precedingbusinessday (the
“RecordDate”), or by wire transferto any securitiesdepositoryor,upontwo daysprior written requestdeliveredto
thepayingagentspecifyinga wire transferaddressin the continentalUnited States,to anyregisteredownerowning
an aggregateprincipal amount of Series2004 Bonds of at least$1,000,000and the principal of the Series2004
Bondswill bepayableat maturityupon surrenderof theSeries2004Bondsto J.P.MorganTrustCompany,National
Association,asthebondregistrarandpayingagent(the“Bond Registrar”and“PayingAgent”asapplicable).

SecurityandSourceof Payment

Principal,premium, if any, and intereston the Series2004 Bonds are payablesolely from the revenues
derivedby the Countyfrom the operationof its sewersystem(the “System”) afterprovisionhasbeenmadefor the
paymentof the reasonableand necessaryexpensesof the operationand maintenanceof the System(the “Net
Revenues”).The Series2004Bondswill be on a parity of lien on suchNet Revenueswith theCounty’soutstanding
SewerRevenueBonds, Seriesof 1993; SewerRevenueBonds,Series1 994B; SewerImprovementandRefunding
RevenueBonds,Series1998;SewerRevenueRefundingBonds,Series2001,andcertainloan agreementsbetween
the Water InfrastructureFinanceAuthority of Arizona (“WIFA”) and the County as borrower in February1996,
June1997,October2000 andDecember28, 2001 (collectively, “OutstandingParityBonds”),andadditionalparity
bondsthatmaybe issuedin the futureasprovidedin the SewerBondResolution(collectivelywith theSeries2004
BondsandtheOutstandingParityBonds,“Parity Bonds”). TheaggregateprincipalamountofParityBondsthatwill
be outstandingafter the issuanceof the Series2004 Bonds is $139,593,383. See“Parity Debt” and “SEWER
REVENUE DEBT OUTSTANDING” herein. See also the discussionunder the subheading“Extraordinary,
Uninsured Event” in Appendix A - “PIMA COUNTY, ARIZONA WASTEWATER MANAGEMENT
DEPARTMENT” for a discussionrelating to the adverseimpact on cashflow during fiscal year 2002-03 of the
eventdescribedthereunder.

Redemption

The Series2004 Bondsmaturingon or beforeJuly 1, 2014 arenot subjectto call for redemptionprior to
their respectivematuritydates. The Series2004 Bondsmaturingon July 1, 2015 are subjectto call for redemption
prior to maturityon andafterJuly 1, 2014 at the electionof theCounty,in wholeor in partin $5,000incrementson
any date,by thepaymentof a redemptionpriceequal to theprincipal amountof eachBondcalledfor redemption,
withoutpremium,plusaccruedinterestto thedatefixed for redemption.

Noticeof Redemption

Noticeof redemptionof anyBondwill begivenby mail to theregisteredownerof the Series2004Bondor
Series2004Bondsbeingredeemedat theaddressshownon theBondRegistermaintainedby theBondRegistrarnot
less than thirty (30) andnotmorethan sixty (60) daysprior to the datesetfor redemption. Neitherfailure to give
such notice, nor any defect therein with respect to any Series2004 Bonds shall affect the regularity of the
proceedingsfor redemptionof anyotherSeries2004Bond.

ReserveFund

The SewerBondResolutionrequiresthat theCountymaintaina ReserveFundwhich securesthepayment
of all OutstandingParityBondsandsubsequentlyissuedParityBondswithoutpreferenceor priority of debtof any
series. TheSewerBond ResolutionrequiresthattheReserveFundbe maintainedin anamountequalto theReserve
Requirement,which is equalto averageannualdebtserviceon all OutstandingParityBonds,or such lesseramount
asmayberequiredto preservethesewerrevenuedebts’ statusas tax-exemptobligationsundertheInternalRevenue
Code.The SewerBondResolutionprovides that the ReserveFund be further funded, if necessary,in connection
with the issuanceof the Series2004 Bondsand adjustedupon the issuanceof additionalParity Bonds by (i) the
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immediatedepositof bond proceedsor availablemoneysof the County into the ReserveFundor the immediate
deliveryto thePayingAgentof aReserveFundGuaranty,or anycombinationthcreot~in orderfor theReserveFund

Valueto equalor exceedtheReserveRequirement;or (ii) within five yearsfollowingthe deliveryof theSeries2004
Bonds or any Parity Bonds, depositsof Net Revenuesto the ReserveFund in approximatelyequal monthly
installmentson the I 0th day of eachmonth suchthat the ReserveFundValuewill equal or exceedthe Reserve
Requirementnot laterthantheexpirationof suchfive-yearperiod;or (iii) anycombinationofthe methodsdescribed
in clauses(i) and (ii) abovein anaggregateamountequalto theReserveRequirement.

If the ReserveFund is funded with cash and investmentsand any amount thereof is subsequently
withdrawnandtransferredto theBondFundto paydebtserviceon the Series2004 Bondsor ParityBondssuchthat
theReserveFundValueis lessthan theReserveRequirement,the Countyis requiredto depositto theReserveFund
from Net Revenuestheamountof anysuchdeficiencyin twelve( I 2) equalmonthly installments.

The Countyhaspreviouslydeliveredfor the benefitof the ReserveFundsuretybondsissuedby Financial
GuarantyInsuranceCompany,AMBAC Indemnity Corporation,andMBIA InsuranceCorporationeachof which
satisfy therequirementsof a ReserveFundGuarantyundertheSewerBond Resolution.The Countydoesnotexpect
to haveto fund anyadditionalReserveRequirementat thetime ofdeliveryofthe Series2004Bonds.

RateCovenant

The Countyhas covenantcdunderthe SewerBond Resolutionto establishandmaintain rates,fees and
chargesfor servicessuppliedby theSystemsufficient to paythe maintenanceandoperationcostsofthe Systemand
to producean aggregateamount of NetRevenuesin eachfiscal year equalto at least I .20 timesthe Annual Debt
ServiceRequirementfor the eon’espondingBond Year on all outstandingParityBonds (treatingany variablerate
Parity Bonds hereafterissuedas bearinginterestat the AssumedInterestRate and bondssubject to mandatory
redemptionasmaturingon their respectivemandatoryredemptiondates)andsufficient to pay any PolicyCosts (as
definedin the ReserveFundGuaranties)duringsuchBondYear.

Parity Bonds

Underthe provisionsof the SewerBondResolution,the CountymayissueadditionalParity Bondssecured
by theNet Revenues,if Net Revenuesfor the immediatelyprecedingFiscalYear (asshown by a certificateof the
County’sDirector of Finance)arc at leastequalto 1.20 timesMaximum Annual Debt Servicecoming due in any
BondYear on all Parity Bondsthen outstandingand theproposedParity Bonds to be issued,andare sufficient to
pay any Policy Costsduring suchBondYears. Undercertain conditionsset forth in the SewerBond Resolution,
additional amountsmay be addedto Net Revenuesfor the purposeof calculating the ParityBonds test. See
AppendixC - “Summaryof ResolutionNo. 1991-138(asAmendedandSupplemented)AuthorizingtheIssuanceof
the Series2004Bonds.”

The Countywill have$23,910,000of voter-authorizedbut unissuedParityBond authorizationavailable
after the issuanceof the Series2004 Bonds. The County expectsto utilize approximately$18,015,000of this
remainingauthorizationduring the secondcalendarquarterof 2004 for purposesof an additional loan agreement
from WIFA, the proceedsof whichwill be usedto financethe designandimprovementof certainprojectssomeof
which aredescribedunderthe subheading“Capital Improvements”in AppendixA — “PIMA COUNTY, ARIZONA
WASTEWATERMANAGEMENT DEPARTMENT.” Principal amountsdrawnunderthe loan agreementwill be
treatedas if they constitutedadditionalParityBonds. Seealsothe discussionunderthe subheading“Extraordinary,
Uninsured Event” in Appendix A - ‘PIMA COUNTY, ARIZONA WASTEWATER MANAGEMENT
DEPARTMENT” for a discussionrelating to the adverseimpact on cashflow during fiscalyear 2002-03of the
eventdescribedthereunder.In addition,a specialbondelectionwill beheld in theCountyonMay 18,2004to seek,
among other propositions,authorizationto issue an additional $150,000,000principal amount of sewerrevenue
bondsand additional amountsmight be authorizedat future elections,all of which could be issuedas additional
ParityBonds.
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Book-Entry-Only System

The following information concerning DTC and DTC’s book-entry system is based solely on
information provided by DTC. Accordingly, the County takesno responsibility for the accuracythereof. The
Beneficial Owners should confirm this information with DTC or the DTC participants.

DTC will act assecuritiesdepositoryfor theSeries2004 Bonds. TheSeries2004Bondswill be issuedas
fully-registeredsecurities,initially registeredin the nameof Cede& Co. (DTC’s partnershipnominee). Onefully-
registeredSeries2004 Bond certificatewill be issued for eachmaturityof the Series2004 Bonds, each in the
aggregateprincipal amountofsuchmaturity,andwill bedepositedwith DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization”within the meaningof the New York BankingLaw, a memberof the
FederalReserveSystem,a “clearing corporation”within themeaningof the NewYork Uniform CommercialCode,
anda “clearing agency” registeredpursuantto the provisionsof Section 1 7A of the SecuritiesExchangeAct of
1934.DTC holdsandprovidesassetservicingfor over2 million issuesofU.S. andnon-U.S.equity issues,corporate
andmunicipal debt issues,andmoneymarketinstrumentsfrom over85 countriesthat DTC’s participants(“Direct
Participants”)depositwith DTC. DTC alsofacilitatesthepost-tradesettlementamongDirect Participantsof sales
andothersecuritiestransactionsin depositedsecurities,throughelectroniccomputerizedbook-entrytransfersand
pledgesbetweenDirect Participants’ accounts. This eliminatesthe needfor physical movementof securities
certificates. Direct Participantsinclude both U.S. and non-U.S. securitiesbrokers and dealers,banks, trust
companies,clearing corporations,and certain other organizations. DTC is a wholly-ownedsubsidiaryof The
DepositoryTrust& ClearingCorporation(“DTCC”). DTCC, in turn, is ownedby a numberof DirectParticipants
ofDTC and Members oftheNational SecuritiesClearing Corporation, GovernmentSecuritiesClearing Corporation,
MBS ClearingCorporation,and EmergingMarkets ClearingCorporation,(NSCC, GSCC,MBSCC,andEMCC,
alsosubsidiariesof DTCC), aswell asby theNewYork StockExchange,Inc., theAmericanStockExchangeLLC,
andtheNationalAssociationof SecuritiesDealers,Inc. Accessto the DTC systemis alsoavailableto otherssuch
asbothU.S. andnon-U.S.securitiesbrokersanddealers,banks,trustcompanies,andclearingcorporationsthatclear
through or maintain a custodial relationship with a Direct Participant,either directly or indirectly (“Indirect
Participants”).DTC hasStandard& Poor’s highestrating: AAA. The DTC Rulesapplicableto its Participantsare
on file with the Securitiesand Exchange Commission. More information about DTC can be found at
www.dtcc.com.

Purchasesof theSeries2004Bondsunderthe DTC systemmustbemadeby or throughDirectParticipants,
which will receivea credit for the Series2004 Bonds on DTC’s records. The ownershipinterestof each actual
purchaserof eachSeries2004 Bond (“Beneficial Owner”) is in turn to be recordedon the Direct and Indirect
Participants’records. Beneficial Ownerswill not receivewritten confirmation from DTC of their purchase,but
Beneficial Ownersare expectedto receivewritten confirmationsproviding details of the transaction,as well as
periodicstatementsof their holdings,from the Direct or IndirectParticipantthrough which theBeneficial Owner
enteredinto thetransaction.Transfersof ownershipinterestsin the Series2004 Bondsareto be accomplishedby
entriesmadeon the booksof Direct and Indirect Participantsactingon behalfof Beneficial Owners. Beneficial
Ownerswill notreceivecertificatesrepresentingtheir ownershipinterestsin the Series2004 Bonds,exceptin the
eventthat useof thebook-entrysystemfor the Series2004Bondsis discontinued.

To facilitate subsequenttransfers,all Series2004 Bondsdepositedby Direct Participantswith DTC are
registeredin thenameof DTC’s partnershipnominee,Cede& Co. or suchothernameas maybe requestedby an
authorizedrepresentativeof DTC. The depositof the Series2004 Bonds with DTC and their registrationin the
nameof Cede& Co. or suchother nomineedo not effect any changein beneficial ownership. DTC has no
knowledgeof theactualBeneficial Ownersof theSeries2004Bonds;DTC’s recordsreflect only the identityof the
DirectParticipantsto whoseaccountssuchSeries2004 Bondsarecredited,which mayor maynotbethe Beneficial
Owners. The Direct and Indirect Participantswill remain responsiblefor keepingaccountof their holdings on
behalfof their customers.

Conveyanceof noticesandothercommunicationsby DTC to DirectParticipants,by DirectParticipantsto
lndirect Participants,andby DirectParticipantsand Indirect Participantsto Beneficial Ownerswill be governedby
arrangementsamongthem,subjectto anystatutoryor regulatoryrequirementsasmaybein effectfrom timeto time.

4



Beneficial Owners of the Series2004 Bonds may wish to takecertain steps to augmenttransmissionto them of
noticesof significant eventswith respectto the Series2004 Bonds, such as redemptions,tenders,defaults, and

proposedamendmentsto the SewerBond Resolution. Beneficial Ownersof the Series2004 Bondsmay wish to
ascertainthat thenomineeholding theSeries2004 Bondsfor their benefithasagreedto obtainandtransmitnotices
to BeneficialOwners,or in the alternative,Beneficial Ownersmaywishto providetheirnamesandaddressestothe
registrarandrequestthat copiesofthcnoticesbeprovideddirectly to them.

Redemptionnoticeswill be sentto DTC. Iflessthan all ofthe Series2004Bondswithin an issueare being
redeemed,DTC’s practiceis to determineby lot theamountoftheinterestofeachDirectParticipantin suchissueto
beredeemed.

NeitherDTC nor Cede& Co. (norsuchotherDTC nominee)will consentor votewith respectto the Series
2004Bonds. Underits usualprocedures,DTC mails anOmnibusProxyto the County as soonas possibleafter the
recorddate. The OmnibusProxyassignsCede& Co.‘s consentingor voting rights to thoseDirect Participantsto
whoseaccountsthe Series2004Bondsarecreditedontherecorddate(identifiedin a listing attachedto theOmnibus
Proxy).

Principal and interestpaymentson the Series2004 Bonds will be madeto Cede& Co., or such other
nominee as may be requestedby an authorizedrepresentativeof DTC. DTC’s practice is to credit Direct
Participants’accounts,uponDTC’s receiptof funds andcorrespondingdetail information from the Countyon the
payabledate in accordancewith their respectiveholdingsshown on DTC’s records. Paymentsby Participantsto
Beneficial Ownerswill be governedby standinginstructionsandcustomarypractices,asis theeasewith securities
held for the accountsof customersin bearerform or registeredin “streetname,”andwill bethe responsibilityof
suchParticipantandnotofDTC, thepaying agentfor the Series2004Bondsor theCounty,subjectto any statutory
or regulatoryrequirementsasmaybe in effect from timeto time. Paymentof principal andinterestto Cede& Co.
(or suchothernomineeas may be requestedby an authorizedrepresentativeof DTC) is the responsibilityof the
paying agent for the Series 2004 Bonds, disbursementof such paymentsto Direct Participantsshall be the
responsibilityof DTC, anddisbursementof suchpaymentsto theBeneficial Ownersshall bethe responsibilityof
DirectandIndirectParticipants.

DTC maydiscontinueprovidingits servicesas securitiesdepositorywith respectto the Series2004Bonds
at any time by giving reasonablenotice to the County. Undersuch circumstances,in the eventthat a successor
securitiesdepositoryis notobtained,Series2004Bondcertificatesarerequiredto beprintedanddelivered.

The County may decide to discontinueuse of the systemof book-entry transfersthrough DTC (or a
successorsecuritiesdepository). In that event,Series2004Bond certificateswill beprintedanddelivered.

THE COUNTY WILL HAVE NO RESPONSIBILITY OROBLIGATION TO DTC PARTICIPANTSOR
TO INDIRECT PARTICIPANTS ORANY BENEFICIAL OWNEROR ANY OTHER PERSONCLAIMING A
BENEFICIAL OWNERSHIP IN THE SERIES 2004 BONDS UNDER OR THROUGH DTC OR ANY
PARTICIPANT, ORANY OTHERPERSONWHICH IS NOT SHOWN ON THE REG1STEATIONBOOKSOF
THE BOND REGISTRARFOR THE SERIES2004 BONDS WITH RESPECTTO (I) THE ACCURACY OF
ANY RECORDSMAINTA1NED BY DTC, ANY DTC PARTICIPANT, OR ANY INDIRECT PARTICIPANT;
(II) ANY NOTICETHAT IS PERMITTEDORREQUIREDTO BE GIVEN TO THE OWNERSOF THE SERIES
2004 BONDS UNDER THE SEWERBOND RESOLUTION; (III) THE PAYMENT BY DTC OR ANY DTC
PARTICIPANT ORINDIRECT PARTICIPANT OF ANY AMOUNT WITH RESPECTTO THE PRINCIPALOR
INTEREST DUE WITH RESPECTTO THE SERIES 2004BONDS; (IV) ANY CONSENTGIVEN OR OTHER
ACTION TAKEN BY DTC AS THE OWNER OFTHE SERES2004BONDS; OR(V) ANY OTHERMATTERS.

Solong as Cede& Co. is theregisteredOwner of the Series2004 Bonds,asnomineefor DTC, reference
herein to “Owner” or registered owners of the Series 2004 Bonds (other than under the caption “TAX
EXEMPTION”) shallmeanCede& Co.,asaforesaid,andshall notmeantheBeneficialOwnersof suchSeries2004
Bonds.
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Whenreferenceis madeto anyactionwhich is requiredorpermittedto be takenby theBeneficialOwners,
suchreferenceshall only relate to thosepermittedto act (by statute,regulationor otherwise)on behalfof such
BeneficialOwnersfor suchpurposes.Whennoticesaregiven, theyshallbe sentby theCountyor thePayingAgent
to DTC only.

PLAN OF REFUNDING

A portion of the net proceedsof the Series2004 Bondswill be placedin an irrevocabletrust fund (the
“Trust Account”)with J.P.MorganTrustCompany,NationalAssociation(the“DepositoryTrustee”),pursuantto a
DepositoryTrust Agreementdatedthe dateof the Series2004 Bonds,andwill be usedto acquireUnited States
TreasuryObligations(“the GovernmentObligations”),the maturingprincipal of and interestincomewith respectto
which, togetherwith an initial cash balance,are calculatedto be sufficient to pay, when due, the principal of,
premium on, and intereston the following outstandingsewer revenuebondsof the County (the “Bonds Being
Refunded”):

Maturity Principal Redemption
Issue Sewer Original Date(s) Amount Premium on

(Dated Revenue Principal to be Being Redemption BondsBeing
Datel Bonds Amount Refunded Refunded Dates Refunded
1-1-94 Seriesl994A $28,670,000 7-1-04/15 $25,520,000 7-1-04 2.0%

If the moneysand the GovernmentObligationsheld in the Trust Account arenot sufficient to pay the
principal of premiumon andaccruedinterestthereon,when due, of the BondsBeingRefunded,theCounty will
remainliable for paymentof the BondsBeingRefunded. See“THE SERIES2004BONDS — SecurityandSource
ofPayment”and“MATHEMATICAL VERTIFICATION.”

MATHEMATICAL VERIFICATION

The arithmetical accuracyof certain computationsincluded in the schedulesprovided by RBC Dam
Rauseher(the “Underwriter”) relating to (a) computationof anticipatedreceiptsof principal and intereston the
GovernmentObligationsand the anticipatedpaymentsof principal, premium, if any, and interest to redeemthe
Bonds BeingRefunded,and (b) computation of the yields on the Bonds and the GovernmentObligationswas
examinedby The ArbitrageGroup, Inc., certifiedpublic accountants.Such computationswere completedusing
certainassumptionsand information suppliedby theUnderwriteron behalfof the County. TheArbitrage Group,
Inc. hasrestrictedits proceduresto examiningthe arithmeticalaccuracyof certaincomputationsandhasnot made
any study or evaluation of the assumptionsand information upon which the computationsare basedand,
accordingly, has not expressedan opinion of the data used, the reasonablenessof the assumptions,or the
achievabilityof futureevents.
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Sources:

SOURCESAND USESOF FUNDS

PrincipalAmountof Series2004Bonds $25,770,000.00

NetPremium

AccruedInterest

1,257,568.70

30,092.88

Uses:

Total S22~5j,61

PurchaseofGovernmentObligationsandBegiuningCashBalance $26,603,324.78

IssuanceExpenses(includingBondInsuranceandUnderwritersDiscount)

Depositto County’sInterestAccountfor the Series2004Bonds

Total

Municipal Bond InsurancePolicy

BOND INSURANCE

424,243.92

Concurrentlywith the issuanceof the Series2004 Bonds, FinancialSecurity Assurancelnc. (“Financial
Security”) will issue its Municipal Bond InsurancePolicy for the Series2004 Bonds (the “Policy”). The Policy
guaranteesthe scheduledpaymentof principal of andintereston the Series2004 Bondswhendue assetforth in the
specimenof thePolicy includedasan exhibitto this Official Statement.SeeAppendixI for suchspecimen.

The Policy is not coveredby any insurancesecurity or guarantyfund establishedunderNew York,
CaliforniaConnecticutorFloridainsurancelaw.

FinancialSecurityAssuranceInc.

Financial Security is a New York domiciled financialguarantyinsurancecompanyanda wholly owned
subsidiaryof FinancialSecurityAssuranceHoldingsLtd. (“Holdings”). Holdings is anindirectsubsidiaryof Dexia,
S.A., a publicly held Belgian corporation,andof DexiaCreditLocal, a direct wholly-ownedsubsidiaryof Dexia,
S.A.Dexia, S.A., throughits banksubsidiaries,is primarily engagedin thebusinessof public finance,bankingand
assetmanagementin France,Belgium and other Europeancountries. No shareholderof Holdingsor Financial
Security is liable for theobligationsof FinancialSecurity.

At December31, 2003,Financial Security’s total policyholderssurplus and contingencyreserveswere
approximately $2,104,257,000and its total unearnedpremium reservewas approximately $1,356,385,000in
accordancewith statutory accountingpractices. At December31, 2003, Financial Security’s total shareholders’
equity was approximately $2,307,646,000and its total net unearnedpremium reserve was approximately
$1,166,562,000in accordancewith generallyacceptedaccountingprincipals.

30,092.88
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The financial statementsincludedasexhibitsto the annualandquarterlyreportsfiled by Holdingswith the
Security and ExchangeCommissionare hereby incorporatedhereinby reference. Also incorporatedhereinby
referenceare anysuchfinancialstatementsso filed from the dateof the Official Statementuntil theterminationby
theoffering of the Series2004Bonds. Copiesof materialsincorporatedby referencewill be provideduponrequest
to FinancialSecurityAssuranceInc.: 350 ParkAvenue,NewYork, New York 10022,Attention: Communications
Department(telephone(212) 826-0100).

The Policy doesnot protectinvestorsagainstchangesin marketvalueof the Series2004Bonds, which
marketvaluemay be impairedas a result of changesin prevailing interestrates,changesin applicableratingsor
othercauses. FinancialSecurity makesno representationregardingthe Series2004 Bonds or the advisabilityof
investing in the Series2004 Bonds. Financial Securitymakesno representationregardingthe Official Statement,
nor hasit participatedin the preparationthereof,except that Financial Security has provided to the Issuerthe
informationpresentedunderthis captionfor inclusionin the Official Statement.

SEWER REVENUE DEBT OUTSTANDING

The following chartliststhe sewerrevenuedebt of the Countythatwill beoutstandingafterthe issuanceof
the Series2004 Bonds. For mattersrelatingto the issuanceof additional Parity Bonds, see“THE SERIES2004
BONDS -- ParityBonds.”

(a) Proceedsof the loan were usedto refund in advanceof maturity$5,025,000of the SewerRevenueBonds,
Series 1992, $2,845,000of the SewerRevenueBonds, Series1993 and $2,650,000of the SewerRevenue
Bonds, Series1994B. Thedebt servicerequirementson the refundedbondsaresecuredfor paymentby U.S.
GovernmentSecuritieswhich areheldin anirrevocabletrust.

(b) Representsfunds borrowedunderseparateloanagreementswith WIFA.

(e) On October27, 2000,the Countyenteredinto certainloan agreementswith WIFA totaling $40,000,000.In
December2001,the Countyamendedthoseloan agreementsandaddedanadditional$21,180,286.

(d) The County intendsto executeanddeliveranotherloan agreementwith WIFA during the secondcalendar
quarterof 2004in theprincipal amountof approximately$18,015,000which will betreatedasif it constitutes
additionalParityBonds. Seediscussionunderthe subheading“THE SERIES2004BONDS — Parity Bonds”
for a discussionrelatingto theuseofproceedsof the loanagreement.

Dateof
Issue

01-01-93
01-01-94
04-01-94
02-01-96
06-01-97
05-01-98
10-27-00
04-01-01

Original
Amount

$ 6,000,000
28,670,000

8,000,000
11,313,350
7,500,000

29,185,000
61,180,286
19,440,000

______ __________ Purpose
Sewer Improvements
Refunding
Sewer Improvements
Refunding (a)(b)
Sewer Improvements (b)
Sewer Improvements
Sewer Improvements (b)(c)
Refunding

Total Direct SewerRevenueBondedDebtOutstanding
Less: TheBondsBeingRefunded
Plus: TheSeries2004Bondsofferedherein
Net DirectSewerRevenueBondsOutstanding(d)

Remaining
Maturity

Dates
7-1-01/05
7-1-01/15
7-1-01/04
7-1-04/12
7-1-01/11
7-1-01-15
7-1-02-16
7-1-04/15

Balance
Outstanding
$ 615,000

25,520,000
580,000

11,313,350
4,757,898

23,395,000
54,978,135
18.130,QQQ

$139,289,383
(25,520,000)
25,770.000

£1194593,383
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PIMA COUNTY, ARIZONA
STATEMENT OF SEWERNET REVENUES,

ESTIMATED DEBT SERVICE REQUIREMENTS
AND PROJECTED COVERAGE

(a) The amountshownis for fiscalyear2002-03. Seetableon pageA-8.
(b) Includesestimatedamountsdueunderananticipatedloan agreementwith WIFA in the principal amountof approximately$18,015,000

which will be treatedasadditional Parity Bonds. The Countyexpectsto close theloanagreementwith WIFA in the secondcalendar
quarterof2004.

(e) Thefirst InterestPaymentDateis July 1, 2004 andis shownnetof accruedinterest.
(d) Under theprovisionsof theSewerBond Resolution,theCountymayissueadditional Parity Bondssecuredby theNet Revennes,if Net

Revenuesfor theimmediatelyprecedingFiscal Yearareat leastequalto 1.20 times Maximum AnnualDebtServicecoming duein any
BondYearon all ParityBondsthenoutstanding.See“THE SEWERREVENUEBONDS - ParityBonds”herein.

LEGAL MATTERS

Certain legal mattersincident to the authorization, issuanceand saleof the Series 2004 Bonds by the
County are subject to the approvingopinion of Sncll & Wilmer L.L.P., Tucson,Arizona, Bond Counselto the
County. Copiesof suchopinionwill be available at thetime of delivery of the Series2004 Bonds. The form of
opinion is includedas AppendixD to this Official Statement.Feesof Bond Counselwill be paidfrom proceedsof
thesaleofthe Series2004Bonds.

Certain legal matterswill be passedupon for the Underwriterby its Counsel,GreenbergTraurig, LLP,
Phoenix,Arizona.

TAX EXEMPTION

The Internal RevenueCodeof 1986, as amended(the “Codet) containsa numberof requirementsand
restrictionsthat apply to the Series2004 Bonds,including investmentrestrictions,periodicpaymentsof arbitrage
profits to the United States, requirementsregardingthe proper use of bond proceedsand the facilities financed
therewith,andcertainothermatters. The Countyhas covenantedto comply with all requirementsof theCode that
mustbe satisfied in order for the intereston the Series2004 Bonds not to be includedin the gross incomeof the
ownersof theSeries2004Bondsfor Federalincometax purposes(the“Tax Covenants”).

Subjectto the conditionthat the Countycomplywith theTax Covenants,underpresentlaw, in theopinion
of Snell & Wilmer L.L.P., Bond Counsel,the interestreceivedby the ownersof the Series2004 Bonds(i) is not

Plus:
TheSeries2004Bonds

Dated:May1, 2004
Principal InterestIc)

Less:
Bonds
Being

Refunded

$1,882,019
2,512,563
2,512,073
3,361,760
3,371,840
3,368,750
2,337,500
2,336,500
2,666,500
2,950,750
3,255,500
3,648,750

NetRevenues Outstanding
Fiscal Available for DebtService
Year DebtService(a) ReguirementsQul

2002-03 $21,437,337
2003-04 $15,086,144
2004-05 15,728,256
2005-06 15,758,887
2006-07 15,794,696
2007-08 16,577,798
2008-09 16,716,270
2009-10 16,760,175
2010-11 16,789,273
2011-12 16,288,577
2012-13 13,701,707
2013-14 14,359,573
2014-15 14,359,573
2015-16 7,331,602
2016-17 1,484,595
2017-18 1,485,855
2018-19 1,485,293
2019-20 1,487,908
2020-21 1,488,498
2021-22 1,487,063
2022-23 1,488,603
2023-24 1,487,915

$1,425,000
1455,000
2,335,000
2,410,000
2,485,000
1,575,000
1,630,000
2,050,000
2,975,000
3,430,000
4,000,000

$ 180,557
1,083,344
1,054,844
1,022,106

960,813
882,488
758,238
703,113
615,500
502,750
354,000
182,500

Total Debt
DebtService Service

Requirements Coveraee(dl

$13,384,683 1.60
15,724,037 1.36
15,756,659 1.36
15,790,042 1.36
16,576,771 1.29
16,715,008 1.28
16,755,913 1.28
16,785,885 1.28
16,287,577 1.32
14,228,707 1.51
14,888,073 1.44
15,764,154 1.36
7,331,602 2.92
1,484,595 14.44
1,485,855 14.43
1,485,293 14.43
1,487,908 14.41
1,488,498 14.40
1,487,063 14.42
1,488,603 14.40
1,487,915 14.41
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includablein the grossincomeof the ownersthereoffor Federalincometax purposesin accordancewith Section
1 03(a) of the Code,and is notan item of tax preferencefor purposesof the alternativeminimumtax imposedon
certain individuals and corporations,and (ii) is excluded from taxable income for Arizona State income tax
purposes.

In rendering its opinion, Bond Counsel will rely on, and will assume the accuracy of, certain
representationsand certifications,and compliancewith certaincovenantsof the County. Bond Counselwill not
independentlyverify theaccuracyof thecertificationsandrepresentationsmadeby theCounty. In addition,Bond
Counselhasnotbeenengaged,andwill notundertake,to monitor theCounty’scompliancewith theTax Covenants
or to inform anypersonasto whethertheTax Covenantsarebeingcompliedwith; nor hasBondCounselundertaken
to determineor to inform anypersonwhetherany actionstakenor nottaken,or eventsoccurringor not occurring,
afler the dateof the issuanceof the Series2004 Bonds may affectthe federaltax-exemptstatusof intereston the
Series2004Bonds.

Failure to comply with certain of the Tax Covenantscould causeintereston the Series2004 Bonds to
becomesubjectto Federalincometaxationretroactivetothedateofissuanceofthe Series2004Bonds.

Ownershipof the Series2004Bonds may result in collateralFederalincometax consequencesto certain
taxpayers.Prospectivepurchasersof the Series2004Bondsshouldconsulttheir tax advisorsasto applicability of
anysuchcollateralconsequences,which will or mayresultfrom aninvestmentin theSeries2004Bonds,thereceipt
ofintereston theSeries2004Bonds,orthesale, transferor otherdispositionofthe Series2004Bonds.

Certainof thedocumentsexecutedin connectionwith theexecutionanddeliveryof theSeries2004Bonds
permit certainactionsto betakenin thefutureif a legalopinionis givenat thetimeto the effectthatsuchactionwill
not causeintereston the Series2004Bondsto be includablein thegrossincomeof the ownersfor Federalincome
tax purposes.Theopinionof BondCounselwith respectto theSeries2004Bondswill notaddressanysuchactions.

Legislativeproposalsare introducedinto the United StatesCongressfrom time to time which, if enacted,
would amendoneor moreprovisionsof theCodein a mannerthatwould altertheFederaltax consequencesreferred
to aboveor would adverselyaffect the market value or marketability of the Series2004 Bonds. It cannotbe
predictedwhether,whenor in what form any suchproposalmight be enactedor whether,if enacted,any such
proposalwould apply to obligations(suchastheSeries2004Bonds)deliveredpriorto suchenactment.

ORIGINAL ISSUEDISCOUNT

Certain of the Series 2004 Bonds asindicatedon the inside coverpageof thisOfficial Statementarebeing
offeredandsold to thepublic at an original issuediscount(“OlD Bonds”). Original issuediscount(“OlD”) is the
excessof thestatedamountpayableon thematuritydate(generally,thefaceamount)over thelower“issueprice” of
suchOlD Bonds. The issuepriceof the Series2004 Bondsis the initial offering priceto thepublic (otherthan to
bondhouses, brokers or similar persons acting in the capacityof underwritersor wholesalers)at which a substantial
amountof the Series2004 Bondsof the samematurity datearesold pursuantto that offering. ForFederalincome
tax purposes, OlD accrues to the owner of the OlD Bond over the period to thematuritydatebasedon the constant
interest rate method, compounded semiannually. With respect to aninitial purchaserof anOlD Bond,theportionof
OlD that accrues during the period such purchaser owns the olD Bond (i) is interest excludable from that
purchaser’sgrossincomefor Federalincometax purposes to the sameextentandsubjectto thesameconsideration
discussed above as to otherintereston theSeries2004Bonds(see“TAX EXEMPTION” herein),and(ii) is addedto
that purchaser’s tax basis for purposes of determining gainor lossuponthepayment,redemption,prior saleor other
disposition of that OlD Bond.

Purchasers of OlD Bonds should consult their own tax advisors as to the determination for Federal income
tax purposes of the amount of the OlD accruable in any periodwith respectto the~lD Bonds and regarding Federal
tax consequencesandanystateandlocal tax effectsof owningOlD Bonds.
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BOND PREMIUM

Certainof the Series2004Bondsas indicatedon the insidefront coverpageof this Official Statementare
being offeredandsold to thepublic with amortizablebondpremium(the“PremiumBonds”). Theamortizablebond
premium is the excessof the “issueprice” of suchPremiumBonds overthe lowerstatedamountpayableat the
maturity date(generally,theface amount). The issuepriceof the Series2004Bonds is the initial offering priceto
the public (other than to bondhouses,brokers or similar persons acting in the capacity of underwriters or
wholesalers)at which a substantialamountof the Series2004Bondsof thesamematuritydatearesoldpursuantto
that offering. For Federalincometax purposes,bond premiumis amortizedover theperiodto the maturity (or, in
the easeof a redeemablePremiumBond, theamortizationperiodandyield mayberequiredto bedeterminedon the
basis of the earliestredemptiondatethat resultsin the lowest yield on the PremiumBond), basedon the yield to
maturity, compoundedsemiannually. No portion of amortizablebond premium is deductible by an owner of a
PremiumBond. Forpurposesof determiningtheowner’s gain or losson the sale, redemption,or otherdisposition
of a PremiumBond, the owner’s tax basis is reducedby the amountof amortizablebond premiumthat accrues
during the periodof ownership. As a result, an ownermay realizetaxablegain for Federalincometax purposes
uponthesaleof a PremiumBondfor anamountequalto or less thantheamountpaidby that ownerfor thePremium
Bond. A purchaserof a PremiumBond at its issuepricein the initial public offering who holdsthePremiumBond
to thematuritydate(or in the caseof a redeemablePremiumBond,to its earliestredemptiondatethat resultsin the
lowestyield) will realizenogainor lossupon thepaymentofthatPremiumBond.

Purchasersof PremiumBondsshould consulttheir own tax advisorsas to the determinationfor Federal
incometax purposesof the amountof the bond premiumproperly amortizablein any period with respectto the
PremiumBonds andregardingFederaltax consequencesandany stateand local tax effects of owning Premium
Bonds.

LITIGATION

To the knowledgeof appropriaterepresentativesof the County, no litigation or administrativeaction or
proceedingis pendingor threatenedto restrainor enjoin,or seekingto restrainor enjoin, the issuanceor delivery of
the Series2004 Bonds,the collectionor receiptof revenuesto pay theprincipaloL andintereston, the Series2004
Bonds, contestingor questioningthe proceedingsand authority underwhich the Series2004 Bonds havebeen
authorizedandare to be issued,sold, executedor delivered,or thevalidity of the Series2004Bonds. See,however
the discussionunderthe subheading“Litigation or Administrative Action” in Appendix A — “PIMA COUNTY,
ARIZONA WASTEWATERMANAGEMENT DEPARTMENT”. Appropriaterepresentativesof the Countywill
deliver a certificateto thateffectatthetime of theoriginal delivery oftheSeries2004Bonds.

RATINGS

The Series2004Bondshavebeenrated“Aaa” by Moody’s InvestorsService(“Moody’s”) and “AAA” by
Standard& Poor’s RatingsGroup, a division of the McGraw-Hill Companies(“S&P”) with theunderstandingthat
upon deliveryof the Series2004BondsthePolicy will beissuedby FinancialSecurity.

Suchratings reflect only the view of the rating organizations,and any explanationof the meaningor
significanceof the ratings may only be obtainedfrom the rating agencies. The County furnishedto the rating
agenciescertain information andmaterials,someof which may not havebeenincludedin this Official Statement
relating to theSeries2004Bondsor the County.

Generally, rating agenciesbase their ratings on such information and materials and on their own
investigations,studiesandassumptions.Therecanbeno assurancethata ratingwhenassignedwill continuefor any
given period of time or that it will not be lowered or withdrawn entirely by a rating agencyif in their judgment
circumstancessowarrant. Any lowering or withdrawalof a ratingmay havean adverseeffect on the marketability
ormarketpriceof the Series2004Bonds.
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UNDERWRITING

The Underwriter has agreedto purchase the Series2004 Bonds at a price of $26,769,868.70plus accrued
interestto the dateof delivery. Baseduponthe initial offering pricesasshownon thecoverhereof theUnderwriter
will receivecompensationof $257,700.00. TheUnderwriterwill beobligatedto acceptdeliveryandpayfor all of
the Series2004 Bondsif any aredelivered. The Underwritermayoffer andsell the Series2004 Bondsto certain
dealers(includingdealersdepositingSeries2004 Bondsinto unit investmenttrusts)andothersat priceslower than
thepublic offering pricesreflectedon theinsidefront coverpagehereof. Theinitial public offering pricesmaybe
changedfrom timeto timeby theUnderwriter.

CONTINU1NG SECONDARY MARKET DISCLOSURE

The Countyhascovenantedfor thebenefitof holdersof the Series2004Bondsto providecertainfinancial
information and operatingdata relating to the County by not later than February 1 in eachyear commencing
February 1 , 2005 (the “Annual Reports”),andto providenoticesof the occurrenceof certainenumeratedevents,if
material(the “Notice of MaterialEvents”). The AnnualReportswill be filed by the Countywith eachNationally
RecognizedMunicipal SecuritiesInformationRepositoryandwith any stateinformation depositoryestablishedby
the State.(At presentno suchstateinformation depositoryhasbeendesignated.)TheNoticesof MaterialEvents
will be filed by the Countywith eachNationallyRecognizedMunicipal SecuritiesInformationRepositoryandwith
any stateinformation depositoryestablishedby the State. Thespecificnatureof the information tobe containedin
theAnnual ReportandtheNoticesof MaterialEventsis set forth in AppendixH — “Form of Continuing Disclosure
Undertaking.”

Thesecovenantshavebeenmadein orderto assisttheunderwritersof theSeries2004Bondsin complying
with S.E.C. Rule l5c2-l2(b)(5) (the “Rule”). Pursuantto Arizona law, the ability of the County to provide
informationpursuantto suchcovenantsis subjectto annualappropriationto, amongother things,coverthe costsof
preparing and mailing the Annual Report and the Notices of Material Events to eachNationally Recognized
Municipal SecuritiesInformationRepositoryand to any stateinformation depositoryestablishedby the State. A
failure by the Countyto comply with thesecovenantsmustbe reportedin accordancewith the Ruleandmustbe
consideredby any broker,dealeror municipal securitiesdealerbefore recommendingthepurchaseor saleof the
Series2004 Bondsin the secondarymarket. Consequently,sucha failure may adverselyaffect the transferability
andliquidity of theSeries2004 Bondsandtheir marketprice.

Continuingdisclosureundertakingspreviouslyenteredinto by theCountycalledfor the County to file by
February1, 2000 an Annual Report containing certain financial information andoperatingdata relating to the
Countyand financialstatementsfor the Countywith respectto the fiscal year endedJune30, 1999. The County
filed the requiredAnnual Reportwith unauditedfinancialstatementson March7, 2000. The Countysubsequently
filed the audited financial statementsfor the County for the fiscal year endedJune 30, 1999 in June 2000.
Additionally, the County failed to file certainschedulesaspart of its continuingdisclosurerequirementsrelatedto
its 1998 SewerRevenueBondsby February1, 2002. The disclosureswere,however,subsequentlyfiled with all
Nationally RecognizedMunicipal SecuritiesInformationRepositoriesby July 1, 2002. TheCountyhasotherwise
compliedwith all existingcontinuingdisclosureundertakingsrelatingto theCountyin all materialrespects.

FINANCIAL STATEMENTS

Included as Appendix E of this Official Statementis the Pima County Departmentof Wastewater
Management(the “Department”) financial statementsfor the fiscal year endedJune30, 2003. The Department’s
financial statementshavebeenauditedby the Office of the Auditor General,State of Arizona, as statedin their
opinionwhich appearsin AppendixE.

Included as Appendix F of this Official Statementis the County’sgeneralpurposefinancialstatementsfor
the fiscal year endedJune30, 2003. The County’sgeneralpurposefinancialstatementshavebeenauditedby the
Office of the Auditor General, State of Arizona, as stated in their opinion which appearsin Appendix F. Also
included in Appendix F are certain selectedcombining statementsfrom the County’s ComprehensiveAnnual
Financial Report for the fiscal year ended June 30, 2003.
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TheCountyneitherrequested.nor obtainedtheconsentof the Office of theAuditor Generalto includeany

of such statements in the Official Statement and the Office of the Auditor General has performed no procedures
subsequentto renderingtheir opinionson any of such statements of the County.

ADDITIONAL INFORMATION

Additional information andcopiesof the Official Statementand the SewerResolutionmay be obtained
from the Underwriter, RBC Dam RauscherInc., 2398 EastCamelbackRoad,Suite700, Phoenix,Arizona 85016
(telephone602-381-5368).

CONCLUDING STATEMENT

To the extentthat any statementsmadein this Official Statementinvolve mattersof opinion or estimates,
whetheror not expresslystatedto be such,they aremadeas suchandnotas representationsof fact or certaintyand
no representation is made that any of these opinions or estimates have been or will be realized. Informationin this
Official Statement has been derived by the County from official and other sources and is believed by the County to

be accurateand reliable. Informationother than that obtainedfrom official recordsof the Countyhas not been
independently confirmed or verified by theCountyandits accuracyis not guaranteed.

Neither this Official Statement nor any statement that may have been or that may be made orally or in
writing is to be construed as a part of a contract with the original purchasers or subsequent owners of the Series 2004

Bonds. ~ 3Cr%.

By: /5/ SharonBronson
~ ,~,ar of Sup ors

By: Is! C.H. uckelberry
County Administrator
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The County neither requested nor obtained the consent of the Office of the Auditor General to include any
of such statementsin the Official Statementand the Office of the Auditor Generalhas performedno procedures
subsequentto renderingtheir opinionson anyof suchstatementsof theCounty.

ADDITIONAL INFORMATION

Additional information andcopiesof the Official Statementand the SewerResolutionmay be obtained
from the Underwriter,RBC Dam RauscherInc., 2398 EastCamelbackRoad,Suite 700, Phoenix,Arizona 85016
(telephone602-381-5368).

CONCLUDING STATEMENT

To the extentthat any statementsmadein this Official Statementinvolve mattersof opinion or estimates,
whetheror not expresslystatedto be such,they aremadeas suchandnot as representationsof factor certaintyand
no representationis madethat anyof theseopinionsor estimateshavebeenor will be realized. Informationin this
Official Statementhasbeenderivedby the County from official andother sourcesand is believedby theCountyto
be accurateandreliable. Information other than that obtainedfrom official records of the County hasnot been
independentlyconfirmedor verifiedby theCountyandits accuracyis notguaranteed.

Neither this Official Statementnor any statementthat may havebeenor that may be madeorally or in
writing is to beconstruedasa partofa contractwith theoriginal purchasersor subsequentownersofthe Series2004
Bonds.

C.H. Huckelbeny
County Administrator

By:

By:

/s/ Sharon Bronson

Chair,Boardof Supervisors

/5/
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APPENDIX A

PIMA COUNTY, ARIZONA
WASTEWATER MANAGEMENT DEPARTMENT

Organization and Administration

The Departmentoperatesasaseparateenterpriseof the County. TheCounty is authorizedto operateand
maintainthe SystemunderTitle 1 1 , Chapter2, Article 4 of theArizonaRevisedStatutes. Thewastcwatertreatment
facilitiesof theSystem,discharginginto watersof theUnited States,operateundertheNationalPollutantDischarge
Elimination Systemwhich wasdelegatedto the ArizonaDepartmentof EnvironmentalQuality (ADEQ) in 2003.
TheDepartmentprovideswastcwatercollectionand treatmentserviceto the Tucsonmetropolitanareaandto eight
separateoutlying serviceareaslocatedin theeasternportionof the County. TheTucsonmetropolitanareaconsists
of the cities of TucsonandSouthTucson,the Town of Oro Valley, portionsof theTownsof MaranaandSahuarita,
and theunincorporatedareasin proximity to thesecommunities. The RogerRoadWastewaterTreatmentFacility,
the GreenValley WaterReclamationFacility and the Ina RoadWaterPollution ControlFacility servetheseareas.
Together,thesefacilities havea combined,currenttreatmentcapacityof 66 million gallonsperday (mgd). The
Departmenthasjust completedtheconstructionof a new WaterReclamationFacility with a capacityof 3.0mgdat
RandolphPark that increasesthe Tucsonmetropolitanareacapacityto 69 mgd. Additionally, the lna RoadWater
Pollution Control Facility is being expandedto 37.5 mgd (metropolitancapacity will increaseto 8 1 .5 mgd).
Wastewaterflows to themetropolitanfacilities areapproximately62.1 million gallonsperday.

The CountyAdministratorappointsthe WastewaterManagementDirector. The Boardof Supervisors(the
“Board”) adopts the Department’sannualoperatingbudget, establisheswastcwaterrates and fee structuresand
provides overall policy direction to the Departmentthrough the County Administrator and Deputy County
Administratorof PublicWorks. TheBoard,in 1 986,alsoestablisheda ninemembercitizensadvisorycommitteeto
review, evaluateand make recommendationson short and long-rangecapital improvementneeds,development
policies andrevenueandratestructureformulationof theDepartment.

TheDepartmentis underthe directionof KathleenM Chavez,P.E., who wasappointedDirectorin August
2000. Ms. Chavezhas beenwith the Departmentsince 1982, most recentlyas DeputyDirector - Administration.
During her tenurewith the department,Ms. Chavezhas supervisedthe preparationof seweruserfee ratestudies,
developmentof Capital ImprovementProgramsand has implementedregulatory water quality programsfor the
wastewatertreatmentfacilities. She developedthe high-strengthuserfeeprogram,theMt. Lemmonconservation
fee ratestructureanddirectedthepreparationof the septagereceivingstationfeeproposal,which was implemented
in 1999. She was previously employedin constructionas a field engineer. Ms. Chavezis a civil engineering
graduatefrom theUniversity of Arizonaanda registeredprofessionalengineerin the Stateof Arizona. She is also
activein severalprofessionalorganizations.

Extraordinary, Uninsured Event

As of June30,2003,$10,800,000hadbeentransferredto the County’sWastewaterManagementEnterprise
Fundfrom the County’sGeneralFundto cover a short-termcashdeficit dueto expensesrelatedto the failure of a
mainsewertrunk line in September2002,asdescribedbelow.

In September2002,a portion of a main sewertrunk line which is part of the Systemcollapsed. The line
wasscheduledfor replacementstarting in fiscalyear 2003-04. TheDepartmentcontendsthat the line faileddueto
erosionthatwascausedby a brokenCity ofTucsonwatermain in the sameareaandis seekingreimbursementfrom
theCity of TucsonWaterDepartment.TheCounty’sinsurancedoesnotincludecoverageof aneventsuchas this.

The total fiscal impact of the collapsewas approximately$17.1 million. In accordancewith Generally
AcceptedAccountingPrincipals,$2.4 million wasrecordedas an OperatingExpensefor fiscal year 2002-03; the
remaining$14.7million wastreatedasa capitalprojectof theSystemandchargedagainstthe SystemDevelopment
Funddescribedin AppendixC. Theexpensesrelatedto thefailure paid asOperatingExpensesreducedthe amount
of Net Revenuesavailablefor paymentof debt servicewith respectto Parity Bonds for fiscal year 2002-03. See
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table on pageA-S for actual results for fiscal year 2002-03. See also the information under the subheading
“ManagementReviewofthe County’sFinancialPosition” in AppendixG for a discussionaboutplans to repaysuch
inter-fundloan.

Litigation or Administrative Actions

On October 10, 2002, the County receiveda Notice of Violation from the Arizona Departmentof
EnvironmentQuality (ADEQ) for thespill resultingfrom thefailure of thesewerline describedunderthepreceding
subheading.Sincethat time, the CountyandADEQ havebeenin discussionsconcerningthe County’sliability, the
natureandamountof anypenalties,remedialenvironmentalmeasures,requiredsystemupgradesor a combination
thereof. On December19, 2003,the Countyreceiveda confidential settlementproposalfrom ADEQ but it is too
early to speculateon what a final settlementagreementor the resulting financial impact of any suchagreement
might be.PreviousNotice of Violationsreceivedby theCountyhavenotresultedin financialpenalties,howeverthe
violationsassociatedwith thosenoticeswerenotof the samemagnitude.While anenforcementactionby ADEQ is
probable,it is notpossibleto reasonablyestimatethe amountor natureof theCounty’sliability at this time.

The wastewatertreatmentfacilities of the Systemoperateunderdischargepermits issuedby the U.S.
EnvironmentalProtectionAgency andADEQ. Noneof thesefacilities areunderconsentordersordecrees.

WastewaterFeesandRevenues

The Department’sstructureof rates,feesandotherchargesfor the Systemarereviewedannuallyby the
Boardandmay be revisedby a resolutionadoptedby the Board,which hastheultimateresponsibilityfor setting
Systemrates, fees andcharges. The principal sourcesof revenuefor the Departmentare derivedfrom userfees
chargedfor servicesprovidedandone-timeconnectionfeeschargedtonewusersfor connectingto the System.The
Departmentalso receivesSystemrevenuesfrom turn-on fees,engineeringreview and inspectionfees, interest
earningsandothermiscellaneousincome.

User Fees

The presentscheduleof user fees includesa monthly servicechargeand a monthly commodity usage

charge.The servicechargeis a flat fee assessedmonthly to eachuserto offset administrativeexpensesandother
fixed costsof the Department. In March 2003,the service chargewas set at $2.61 permonth for eachuser. On
April 13, 2004,the Board increasedthe seweruserfee ratesby four percent(4%), effectiveJuly 1, 2004. The
commodityusagechargeis basedon eachuser’smonthly sewageflow contributionto the System. The monthly
sewageflow contribution is equal to a user’s monthly-meteredwater consumption,provided that the monthly
consumptionfigure used in calculating a user’s commodity usagecharge does not exceedthe user’s average
monthly-meteredwater consumptionfor the months of Decemberthrough February. A user fee rate is then
multiplied by the monthlysewageflow contributionto calculatethe user’scommodityusagecharge. The userfee
rateschargedfor what is consideredto benormal,domesticstrengthsewagefor a residentialuseris currently$1.05
perhundredcubicfeet (Ccf), basedonwater consumption.Higheruserfeeratesare chargedto variouscommercial
and industrialuserswhosesewageflow contributionsare determinedby the Departmentto be in excessof normal,
domesticstrengthsewage.
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The following table summarizesthe monthly servicechargeandthe userfee ratesfor the last ten fiscal
years.

PIMA COUNTY, ARIZONA
SUMMARY OF WASTEWATER USERFEES(a)

Fiscal DateUserFee Monthly User FeeRates(S per Ccl’

)

Year ChajgesAdopted(b) Service Charge Residential Commercial/Industrial (c)
1993-94 July6, 1993 $2.02 $0.79 $0.79-2.88
1994-95 2.02 0.79 0.79-2.88

1995-96 February 20, 1996 2.09 0.82 0.82-2.98
1996-97 2.09 0.82 0.82-2.98
1997-98 December9, 1997 2.18 0.86 0.86-3.11
1998-99 2.18 0.86 0.86-3.11
1999-00 January18, 2000 2.29 0.91 0.91-3.27
2000-01 February13, 2001 2.40 0.96 0.96-3.43
2001-02 March 19, 2002 2.49 1.00 1.00-3.63
2002-03 March 11, 2003 2.61 1.05 1.05-3.81
2003-04 2.61 1.05 1.05-3.81
2004-05 April 13,2004 2.71 1.09 1.09-3.96

(a) On April 13, 2004,theBoardincreasedtheseweruserfee ratesby four percent(4%),effectiveJuly 1, 2004.

(b) The datesshown reflect the datethe UserFee Increaseswere adoptedby the Boardand doesnot directly
correspondto theeffectivedateof thevariousrateincreases.

(c) Indicates the range of user fee rates applied to various commercial/industrialusers whose sewageflow
contributionsare inexcessof nonnal,domesticstrengthsewage.

Source: PimaCountyWastewaterManagementDepartment.

PIMA COUNTY, ARIZONA
SUMMARY OF PERCENTAGE INCREASES IN

USERFEE RATES

Fiscal Year UserFeePercentageRateIncreases
1993-94 6.1%
1994-95 0.0
1995-96 3.5
1996-97 0.0
1997-98 4.3
1998-99 0.0
1999-00 5.3
2000-01 5.0
2001-02 3.8
2002-03 5.0
2003-04 0.0
2004-05 4.0

Source: PimaCountyWastewaterManagementDepartment
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The following tableshows the revenuesderivedby the Departmentfrom userfeesfor thepast ten fiscal
years,brokendownbetweenresidentialusersandcommercial/industrialusers.

P1MA COUNTY, ARIZONA
SUMMARY OF USER FEE REVENUES

(a) Beginning in fiscal year 1996-97, amountsreflect Tucson
residentialto commercial/industrial.

Water’s reclassification of multi-family from

(b) Amounts are as projected by the Departmentbasedon the February 2004 WastewaterManagement
DepartmentBudgetMonitoring Report. Theseamountsare “forward looking” statementsand should be
consideredcarefully. Suchamountsare subject to changebasedon actualresults andcouldbe materially
different.

Source:PimaCountyWastewaterManagementDepartment

ConnectionFees

Connectionfeesare chargedfor eachnew connectionmadeto the Systemasa conditionof serviceto the
property. Threeclassesaredelineatedforconnectionfeepurposes: singlefamily residential,multifamily residential
and commercial/industrial. These fees are further segregatedbetween participating and non-participating.
Participatingratesarechargedwhenbuilderscontributeadditional infrastructureto the public sewersystem,while
non-participatingratesarechargedwhennoadditional infrastructureconstructionismade.

The connectionfee chargedto a useris basedon the numberof fixture units in the building or structure
connectingto theSystem. Participatingconnectionfeeratesare currently $101.72perfixtureunit for single-family
andmultifamily residentialusersand$144.74per fixture unit for commercial/industrialusers. Non-participating
connectionfee ratesare currently $144.74per fixture unit for single-family, $115.81 for multifamily residential
users and $289.54 per fixture unit for commercial/industrialusers.

Percentof User
FeeRevenueFiscal

Year
Billed UserFeeRevenue

Res.Residential Commjlnd. Total
1994-95 $23,030,010 $ 6,480,571 $29,510,581 78.0%
1995-96 22,357,166 7,773,785 30,130,951 74.2
1996-97 21,062,013 11,950,541 33,012,554 63.8 (a)
1997-98 20,345,099 12,522,589 32,867,688 61.9
1998-99 20,766,974 13,635,035 34,402,009 60.4
1999-00 23,854,489 14,620,493 38,474,982 62.0
2000-01 24,624,900 16,212,414 40,837,314 60.3
2001-02 24,561,202 16,374,134 40,935,336 60.0
2002-03 26,570,168 18,748,573 45,318,741 58.6
2003-04(b) 29,420,128 18,339,820 47,759,948 61.6

Comm./Ind.
22.0%
25.8
36.2(a)
38.1
39.6
38.0
39.7
40.0
41.4
38.4

Percent
UserFee
Revenue
Increase

5.4%
2.1
9.6

(0.4)
4.7

11.8
6.1
0.2

10.7
5.4
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Thefollowing tablesummarizesconnectionfec revenuesreceivedby theDepartmentfor thepasttenfiscal

Fiscal Year
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04(a)

Revenues
$ 8,753,422

9,859,814

8,934,006
8,629,678

12,034,620
14,533,434
16,669,833
16,768,587
17,479,915
20,279,607
25,236,998

(a) Amountis as projectedby the Departmentbasedon theFebruary2004WastewaterManagementDepartment
BudgetMonitoringReport. This amountis a “forward looking” statementandshouldbeconsideredcarefully.
Suchamountis subjectto changebasedon actualresultsandcouldbe materiallydifferent.

Source: PimaCountyWastewaterManagementDepartment.

Other FeesAnd Charges

TheDepartmentreceivesadditionalrevenuefrom various otherfeesandcharges. Thesefeesandcharges
include turn-on fees,engineeringreview and inspectionfees,interestearningsandmiscellaneousother income. A
summaryof therevenuesreceivedby theDepartmentfrom thesesourcesin recentfiscal yearsfollows:

PIMA COUNTY, ARIZONA
REVENUES FROM OTHER FEES AND CHARGES

Fiscal Year
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04(c)

Engineering
Review&

Inspection Fees
$345,873
545,189
282,325
318,361
238,794
370,992
414,618

15,064
61,564

245,820

16,695

Interest
Earnings (a)
$1,343,525

2,394,835

2,829,480
2,485,261
2,317,296
3,645,214
3,888,599
4,493,386
1,631,580

977,985
182,106

Other
Revenue(b)

$ 264,188
625,066
119,312
317,455

218,968
672,833

1,029,165
1,025,713

543,727

911,057
1,193,761

Total
$1,953,586
3,565,090
3,231,117
3,121,077
2,775,058

4,689,039
5,332,382

5,534,163
2,236,871

2,134,862
1,392,562

(a) Underthe termsof the SewerResolution,interestearningson depositsto theSystemDevelopmentFundwill
be includedin thedefinition ofNet Revenuesonly if and to theextenttheyaretransferredto anddepositedin
theRevenueFund.

(b) Otherrevenuesincludelicenses,permitsandfines,sanitationfees,andothermiscellaneousincome.

years.

PIMA COUNTY, ARIZONA
CONNECTION FEE REVENUES
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(c) Amountsareprojectedby the Departmentbasedon theFebruary2004 WastewaterManagementDepartment
BudgetMonitoring Report. Theseamountsare “forward looking” statementsand shouldbe considered
carefully. Suchamountsare subjectto changebasedon actualresultsandcouldbemateriallydifferent.

Source: PimaCountyWastewaterManagementDepartment.

Accounting and Billing

The Department’sfinancialstatementsare auditedannuallyby the Stateof Arizona Office of theAuditor
General. TheDepartmentperformsaccountingfor Systemrevenuesandexpenditures.

Billing andcollection servicesfor userfeesandturn-on feesarecurrentlyprovidedby theCity of Tucson,
throughits agencyTucsonWater,andby the MetropolitanDomesticWater ImprovementDistrict (MDWID) and,
Oro Valley Water.The Countyhashada long-standing,annuallyrenewablecontractwith TucsonWater to provide
this service. The billing servicesprovidedby MDW1D beganin September1995. Billing throughTucsonWater
comprisesmost of the Department’s accounts,approximately214,000. MDWID bills approximately 15,000
customersand OroValley bills approximately14,000customers.The Countydirectly bills thosesewercustomers
served by the numerous smaller watercompaniesin theeasternpartof theCounty.

Delinquentuseraccountsaremanagedby eitherTucsonWater,MDWID, Oro Valley or by the County,
dependingon the sourceof water for theuser. For usersreceivingwater utility servicethroughthe TucsonWater
system,delinquenciesarehandledby TucsonWater. Approximately85% of the usersof the Systemfall into this
category. An accountbecomesdelinquentwhenpaymenthasnot beenreceivedby the secondmonth’sbilling. At
that time,a notice is mailed advisingthatwater servicewill be terminated(TucsonWater- 20 days,MDWID - 14
days)unlesspaymentis received. If the userdoesnotrespondduring this period, the serviceis discontinued,the
accountremainsin a delinquentstatus. The accountis then held as a delinquentaccountuntil it is collected or
written off. TucsonWaterwrites off their accountsafter 120 days andMDWID writes their accountsoff after 1
year.

For usersreceiving water utility service from either a private water companyor a private well, the
Departmenthandlesdelinquencies.Delinquencybilling noticesare sentat 30,60 and90 days. Betweenthe60 and
90-daynotices,a requestthat theusercallsanddiscussesthebilling is alsomailed. If theuserthen fails to respond,
a certified letter is mailed advising that the account is being referredto the County Office of Revenueand
Collectionsfor furtherprocessing.Collectivelyfor theSystem,thepercentageof delinquentaccountsis estimatedto
be0.5 percentofannuallybilleduserfeerevenuefor TucsonWatercustomersandlessfor MDW1D customers.

Wastewaterrecordsshow that the numberof customersto the sanitarysewersystemhasbeenincreasing
everyyear. Sincefiscal year 1993-94, the average number of customers being served by the System has been:

Fiscal
Year Customers % Increase

1993-94 171,245 3.2%
1 994-95 176,747 3.2
1995-96 181,161 2.5
1996-97 183,790 1.5
1997-98 187,032 1.8
1998-99 191,140 2.2
1999-00 199,090 4.2
2000-01 207,840 4.4
2001-02 222,594 7.1
2002-03 231,572 4.0
2003~04* 235,467 1.7

* Information asofFebruary2004
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Capital Improvements

Wastewatermaintainsa Capital Improvement Program (“CIP”), originally basedon a 20-yearMetropolitan
Area Facility PlanUpdate(“Facility Plan”) which wasadoptedby the Board in 1990. TheFacility Planforecasts
when capital expenditureswould be required for treatmentplant expansionsand interceptorconstruction. The
Facility Planis underrevisionwith a projectedreleasedateto theBoardof Supervisorsfor adoptionby December
2004. The CIPhasbeenrevisedeachyearto reflect changesin anticipatedneedsandprojectpriority. CIP projects
includesystemexpansionsthatarenecessaryto meetthe sewerageneedsof the increasingpopulationandplanned
futuredevelopment,aswell as neededrehabilitations.

At thebegiuning of FY 2003-2004,the CIP wasprojectedat $26 million for the currentfiscal yearand
$203.4million for thefive-yearperiod(endingFY ‘07-08). In responseto the cashdeficit situationdescribedunder
the subheading“Extraordinary, UninsuredEvent”, the FY 2003-2004CIP has beenrevisedto $24.8 million, and
$120 million, for the five-yearperiod endingFY ‘07-08. The CIP included completionof severalmajor projects
including:

• maRoadWaterPollution Control Facility — major expansionandprocesschangesbeganin
1998, will increasecapacityby 12.5 mgd andprovidea higherquality of effluentby usinga
Biological Nutrient Removalprocess. Approximately $3.8 million will be spenton the ma
Roadconstructionin FY 2003-2004.

• The GreenValley WaterReclamationFacility — upgradeandexpansionof capacityfrom 2.1
mgd to 4.1 mgd. This project, which was substantiallycompletedin November2003, also
includesa BiologicalNutrientRemovalprocessupgrade.

• RandolphPark Water ReclamationFacility — Constructionis substantiallycomplete. This
facility will be equippedwith advancemembranetechnology to produce a high quality
filteredanddisinfectedeffluent,financedin part withproceedsof the loandescribedunderthe
subheading“THE SERIES2004BONDS ParityBonds”. The effluentwill be usedon the
RandolphPark golf courseanddispersedthroughthe City of Tucson’sreclaimedsystemto
County facilitiesthroughoutthecommunity.
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REVENUES:

NetRevenues

Pima CountyWastewater ManagementDepartment
ComparativeStatementsof SystemGrossRevenues,Operation and Maintenance

REVENUE BONDEDDEBT

SERVICE:

Expenditures and NetRevenuesAvailable for Debt Service

Actual Estimated
1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 2003-2004(a)

21,136,951

$38,474,982 $40,837,314 $40,935,336 $45,318,741 $47,759,948

16,669,833 16,768,587 17,479,915 20,279,607 25,236,998

16,991,952 17,962,678 20,350,669 23,290,692 25,700,972

3,274,974 2,929,587 2,918,701 2,523,079 2,115,528

24,843,063 22,491,668 18,263,686 21,437,337 29,951,489

4,727,232 5,006,080 7,661,855 8,886,774 9,234,721

5.157,212 4.531.118 5.782.368 5,912.681 5,934.304

9,884,444 9,537,198 13,444,223 14,799,455 15,169,025

AfterDebtService 514.958.619 512,954,470 S 4,819,463 5 6,637,882 $~14~7~$Z4~4

February2004 BudgetMonitoring Report. Theseamountsare “forward looking”
Such amountsaresubjectto changedbasedon actualresultsand couldbe materially

(b) Other incomeincludesrevenuesgeneratedfrom licenses,permits and fines, sanitationfees,netinterest income,and othermiscellaneous
income.

Source: For fiscal years 1998-99 through2002-03,preparedby theDepartmentfrom its auditedfinancial statements,excludingall grant
activity. For fiscal year2003-04,preparedby theDepartmentbasedon actualrevenuesandexpensesthroughFebruary2004.

SewerUtility Service $34,402,009

SewerConnectionRevenue 14,533,434

EngineeringReview &

InspectionFees 370,992 414,618 15,064 61,564 245,820 16,695

OtherIncome(b) 4.534.479 4.617.236 4,513.271 2.367.825 2.530.600 1.067,965

GrossRevenues 53,840,914 60,176,669 62,134,236 60,844,640 68,374,768 74,081,606

MAINTENANCE AND

OPERATIONSCOSTS:

EmployeeCompensation 15,551,597

ConsultantsandOutsideServices 2,983,582

TreatmentSuppliesand

Chemicals 5,710,301 5,453,324

Repair& Maintenance 1,876,847 3,138,203

GeneralAdministration 4,635,127 6,799,906

Capital Expenses 1,946,509 922.184

Maintenanceand

OperationCost 37,703,963 35,333,606 39,642,568 42,580,954 46,937,431 44,130,117

6,397,461

2,022,258

5,342,858

1.304.103

6,671,822

1,726,453

6,081,183

4.270.845

6,069,710

3,204,525

6,102,213

3.925.136

7,276,779

4,699,452

8,320,189

827.240

Principal

Interest

Total Debt

3,348,565

5,395,978

ServicePayments 8,744,543

DebtServiceCoverage 2.42X 2.SlX 2.36X 1.36X 1.45X 1.97X

NetRevenuesRemaining

(a) Estimatedprojections by the Departmentfrom its
statementsand should beconsideredcarefully.
different.
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APPENDIX B
PIMA COUNTY, ARIZONA

DEMOGRAPHIC AND ECONOMIC INFORMATION

General Information

The County is locatedin the southernportion of the State of Arizona (“Arizona” or the “State”), with a
section of its southernboundarybordering Mexico. The boundariesof the County encompassan area of
approximately9,184squaremiles. Organizedin 1 864 by the Arizona Territorial Legislatureasoneof the State’s
four original counties,the County is today the secondmostpopulouscounty in Arizona with an estimated2003
populationof 910,950. Neariy 57% ofthe County’spopulationresidesin theCity ofTucson,Arizona (“Tucson”),
theCountyseatof governmentandsouthernArizona’slargestcity.

Population StatisticsFor Pima County,
the City of Tucson and the Stateof Arizona

Pima City of Stateof
County Tucson Arizona

2003 Estimate 910,950 514,725 5,629,870
2000Census 843,746 486,699 5,130,632
1990Census 666,880 405,390 3,665,228
l98OCensus 531,443 330,537 2,716,546
1970Census 351,667 262,933 1,775,399
1960 Census 265,660 212,892 1,302,161

Source: U.S. Departmentof Commerce,Bureau of the Census;Arizona Departmentof Economic Security,
PopulationStatistics.

Organization

The Countyis governedby a five-memberBoard,eachof whomis electedfor a four yearterm torepresent
oneof thedesignateddistrictswithin theCounty. Thechairis selectedby theBoard from amongits members.The
Board is responsiblefor establishingthe policies of the various County departmentsand approving the annual
budgetsof these departments. The Board appointsa CountyAdministrator who is responsiblefor the general
administrationandoveralloperationsofthevariousdepartmentsof theCounty.

Mr. CharlesH. HuckelberrywasappointedCountyAdministratorin December,1993. From 1987 to 1993,
Mr. Huckelberryservedas anAssistantCountyManagerwithresponsibilityfor theadministrationof public works.
He servedasthe Directorof PimaCounty’sDepartmentof TransportationandFlood Control District from 1979 to
1987; as Deputy Director of the Departmentfrom 1976 to 1979; and as the Department’sManagerof Field
Engineeringfrom 1974 to 1976. He wasselfemployedas a civil engineeringand landsurveyingconsultantfor one
year. From 1972to 1973,Mr. Huckelberrywasemployedas a ResearchandDevelopmentEngineerfor the Shell
Oil Companyandduring 1969 to 1972,hewas a Civil EngineerandLand Surveyorfor JonesandAssociates.He
holds both a Bachelor of Science Degree in Mining Engineeringand a Master of Science Degree in Civil
Engineeringfrom theUniversity of Arizona andis a registeredprofessionalengineerandland surveyoraswell as a
memberof numerousprofessionalorganizations.

Ms. Carol Bonchalkwas appointedDirector of Financialand Information Servicesin 1993 after having
servedasManagerof FinancialServicesfor Pima Countysince 1990 andBudgetSupervisorandBudgetAnalyst
from 1989 to 1990. Prior to heremploymentwith PimaCounty,Ms. BonchalkwasVice Presidentof Management
andMarketing for a private firm specializingin the developmentand operationof retirement communities and
nursing homes; Director of Human Services and Executive Director of an Area Agency on Aging in Pennsylvania,
and servedas a probationofficer for the City of Philadelphia.Ms. Bonchalk receivedherBachelor of Science
Degree from Pennsylvania State University, and has also completed various graduate level courses and participated
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in numerousmanagementand financialprogramsthroughouthercareer. The County is currently recruitingfor a

ChiefInformationOfficer toassumeresponsibilitiesfor theInformationDepartment.

Transportation

Tucsonis the economicand transportationcenterof the County, as well as southernArizona. Tucson is
traversedby Interstates10 and19,aswell asU.S. Highways80,89 and93. Interstate10 passesthroughTucsonand
connectsTucsonwith the City of Phoenix,Arizonato thenorth andLos Angeles,California, to the westandNew
Mexico andTexasto theeast. Interstate19 providesaccessto theCity ofNogales,Arizona(“Nogales”)andMexico
to thesouth,while U.S.Highway 86 connectswith a direct routeto theGulf of Californiavacationareas. Themain
line of the Union Pacific RailroadextendsacrossTucsonto the easternportion of the Countywhile the western
portion of the County is served by a branch line of the Union Pacific that runs through Ajo which is an
unincorporatedcommunity in the County. TucsonInternationalAirport, locatedapproximately20 minutesfrom
Tucson’sdowntownbusinessarea,provides local, regional,national and international air servicethrough several
airlines. The airport has an 11,000-fl. lighted, pavedprimary runway, a 9,100-fl. pavedsecondaryrunwayanda
7,000-flpavedrunway, all of which can accommodateall major typesof carriers. The County is also servedby
Greyhoundbuslines andAmtrak.

Economy

The economyof the County is basedlargely on a variety of service industries,trade, and government
employment;thesethreeindustriesrepresentedover70% of total employmentin 2003. Figuresfrom the Arizona
Departmentof Economic Security indicate that 346,800 persons were employed, on average (including the
agricultural industry), in the County in 2003. The following table presentsthe County’s averageannualtotal
employmentby industryfor the yearsindicated:

PimaCounty
AverageAnnual Employment

Numberof PersonsEmployed2001-2003

Industry 2001 2002 2003
NaturalResourcesandMining 1,800 1,500 1,200
Construction 22,700 22,500 22,900
Manufacturing 33,000 30,500 28,700
Trade, Transportation and Utilities 55,300 54,500 54,400
Information 7,700 7,900 7,600
Financial Activities 14,400 14,400 15,100
Professional and Business Services 41,300 41,500 41,300
Education and Health Services 41,800 43,600 45,600
Leisure and Hospitality 38,200 37,300 36,500
Other Services 14,300 14,500 14,500
Government 76,800 77,900 78,200
Total Wage& Salary Employment ~jQj~ 346,000

Source: ArizonaDepartmentof EconomicSecurity.
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The averageunemploymentratefor the Countyin 2003 was4.3%. Theaverageannualunemploymentrate
for 2002 and2001 was4.5%and3.5%,respectively.The tablebelow shows comparativeunemploymentratesfor
theCounty,the StateofArizona andtheUnitedStates.

Pima County
ComparativeEmployment Statistics

Pima County UnemploymentRate
Calendar Average Average Pima

Year Employment Unemployment County Arizona U.S.
2003 426,000 18,400 4.3% 5.6% 6.0%
2002 385,738 18,272 4.5 5.8 5.8
2001 379,032 13,561 3.5 4.7 4.8
2000 373,703 10,954 2.8 3.9 4.0
1999 372,649 12,079 3.1 4.4 4.2

Source: ArizonaDepartmentof EconomicSecurity

Pima County
Major Employers

Approximate
Number of
Full-Time

Company jype of Business Equivalents
Universityof Arizona Education 11,335
RaytheonMissile Systems Missile Manufacturing 10,100
Davis-MonthanAir ForceBase Military 9,947
Stateof Arizona Government 9,732
TucsonUnified SchoolDistrict Education 8,234
PimaCounty Government 7,135
City of Tucson Government 6,168
Wal-Mart Stores,Inc Retail 4,000
TohonoO’odhamNation Tribal Government 3,375
PhelpsDodgeMining Company Mining 3,348
CarondelctHealthNetwork HealthCare 2,905
UniversityMedicalCenter HealthCare 2,566
TMC HealthCare HealthCare 2,436
PimaCommunityCollege Education 2,274
Bashas’Inc Retail 2,250
SunnysideUnified SchoolDistrict Education 2,070

Source: TheStar200Directory,publishedby TheArizonaDaily Star(March2004).

Services

From 2001 to 2003,theserviceindustryin the Countyexpandedby 2,500jobs or 2%. The averageannual
employmentin the serviceindustryin 2003 was107,700. It is anticipatedthat asthe Countycontinuesto grow in
populationandeconomicactivity, theserviceindustry(thelargestemploymentcomponentin the Countycomprising
30%of thetotal wageandsalaryemploymentbasein 2003)will continueto bea significant contributor. According
to the Star 200 Directory, which was publishedby the Arizona Daily Star in March 2003, Health Care and
Educationhavebeena dominatingforcein the serviceindustry.
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Government

Governmentemploymentplaysan importantrole in the Countywith Federal,Stateandlocal government
employeesnumberingapproximately77,100in 2003. This sectorexpandedby 300jobs from 2001 to 2003. The
University of Arizona, the Stateof Arizonaand the Davis-MonthanAir ForceBaseare significant contributorsto
governmentemploymentin the County (see “Pima County - Major Employers” listed in the abovetable). The
Davis-MonthanAir ForceBaseis a majortraininggroundfor activedutymemberson theA-I 0 “Warthog” aircraft.
The facility is alsoresponsiblefor theeducationof tacticalmissile crews. Its storagecapacityof 2,500aircraftis the
largestin theworld. In thepast,Davis-MonthanAir ForceBasehasbeenincludedreportedlyon lists of installations
consideredfor closureor realignmentby the DefenseBaseClosureandRealignmentCommission.Therecanbeno
assurancesthat Davis-MonthanAir ForceBasewill not beincludedon similar lists in the future. Any suchclosure
or realignment would most likely be subject to review and approval by, amongothers, the Department of Defense
andthePresidentof theUnited Statesandwouldhavea negativebutunquantifiableeffect on theCounty.

Manufacturing

The manufacturingsectorcontinuesto be dominatedby the high technologyindustriesof aerospace,
electronics,computers,communicationsand instruments. Learjet Corporation,which is owned by Bombardier
Aerospace, maintainsan aircraft maintenancemodification and customer service facility in Pima County.
BombardierAerospacerecentlyannounceda corporatereorganizationthat mayresult in a net lossof approximately
500 jobs in the Tucsonarea. The companyplans to move its Tucsonbasedaircraft finishing work to Wichita,
Kansas(resulting in a lossof approximately800 jobs) to reduceproductioncycle timesand inventory levels. As
partof thesamereorganization,BombardierhasselectedTucsonas thelocationfor its new RegionalAircraft Center
andwill employ approximately 300people. Thereorganizationis expectedto becompleteby 2005.

Average annual employment in the manufacturingsector within the County in 2003 was 29,200,
representing8.4%oftheCounty’stotalwageandsalaryemploymentbase. Manufacturingemploymentduring2002
and2001 averaged30,500and33,000,respectively.

Thefollowing tablepresentsthemajormanufacturersin the CountyandTucsonmetropolitanarea:

MetropolitanPimaCounty

Major Manufacturers

Approximate2003
Company Typeof Business Employment
RaytheonMissile Systems Missile Manufacturing 10,100
IBM StorageSystemDivision ComputerSystems 1,700
BombardierAerospace Aircraft Maintenance 1,350
TexasInstrumentsTucson SemiconductorProducts 950
Honeywell Aircraft ElectronicSystems 815
Air SystemComponents Air Registers 450
VenturaMedicalSystems ComputerSystems 395
Kalil Bottling Co Soft Drinks 320
Imation ComputerSystems 301
PrecisionShootingEquipment Firearms 300

Source: TheStar200Directory,publishedby TheArizonaDaily Star(March2004).

The County’sproximity to Mexico makestwin plant “maquiladora”operationspractical. Componentsare
manufacturedin Tucsonand transportedduty-free to Nogales,Sonora,Mexico, 65 miles south of Tucson, for
assembly. Among the companies operating “twin plants” in Tucson and Nogales are General Electric, Samsonite,
Motorola, Acco,Moen FaucetsandMasterlock. Thesemanufacturerscontributeto the County’seconomyin many
ways includingthesupportof numeroussuppliersandperipheralindustries. Theproximity of theMexicanborderis
more significant to manufacturingconcernsgiven the existenceof the North American Free Trade Agreement
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betweenCanada,theUnitedStatesandMexico. However,the uncertaintyof theMexicaneconomymaynegatively
impactthegrowthof thepreviouslydescribedmanufacturingconcerns.

The County has encouragedthe location of industry within the community by the developmentof 33
industrialparks and funding, in conjunctionwith the City, the GreaterTucsonEconomicCouncil, a private,non-
profit organization.

Tourism

Tourismis an importanteconomicmainstayin the Countyand the Tucsonarea. The County’s climate,
historical sites, location andproximity to vacation areasin California and otherdestinationsattractvacationers,
conventioneersandothervisitors. TheMetropolitanTucsonConventionandVisitorsBureauestimatesthat240,475
conventiondelegatesvisited the Tucsonareain fiscal year2000-01 . In the Tucsonarea, thereare232 hotelsand
resortswith over15,165rooms. According to theArizonaHospitalityResearch& ResourceCenter,over$1 billion
wasspentin theCounty in 2000 andover$900 million as of September2001. Thesefigures includetheestimated
tourist portion of amusement,bar and restaurant,hotel and motel, and retail gross sales. Points of interest,
recreational sites and sight-seeing attractions include the Arizona-SonoraDesert Museum,Kitt Peak National
Observatory,Pima Air Museum, SaguaroNational Monument, Mission San Xavier del Bac, Mount Lemmon,
SabinoCanyon,Biosphere2, andnumerousresortsand golf courses. In addition, the Tucsonmetropolitanareais
thehomeof spring training for Major LeagueBaseball’sArizonaDiamondbacks,ChicagoWhite SoxandColorado
Rockies.

Education

TheUniversityof Arizonaprovides11,335jobs tothe areaand is animportantlink to theeconomicgrowth
of the County. Its presenceas a researchuniversity has assistedin attractingnew businessenterprises. The
academicorganizationof the University is comprisedof ten undergraduatecolleges,five graduatecollegesanda
numberof interdisciplinaryprograms. Enrollment figures for the fall semesterof 2003 wereestimatedat 37,308
undergraduateandgraduatefull-time students. Thisenrollmentincludesstudentsin continuingeducationprograms,
internsandresidents,post-doctoralprogramsandon-campusnon-creditstudents.

The Universityof Arizonaalsooperatesthe ScienceandTechnologyResearchParkwhich wasvotedasthe
nation’s OutstandingResearch/SciencePark for 2001 by the Associationof University RelatedResearchParks
(AURRP).

PimaCountyCommunityCollegeoffers two-yearprogramsin vocationaland technical education. Total
studentenrollmentforPimaCountyCommunityCollegefor 2002-03wasestimatedat 68,300students.

Wholesaleand Retail Trade

Wholesaleandretail tradeincludesrestaurants,hotels,taverns,servicestations,automobilerepair shops,
shoppingmalls andwholesaledealers. In 2003,this sectoremployedan averageof 93,200persons. The largest
individual employersin theretail sector(companieswith morethan 1,000employees)areWal-Mart Stores,Bashas’
Inc., SafcwayStoresInc., Fry’sFoodandDrugStores,WalgreenCo. andConocoPhillips (CircleK).

The retail salesfigures set forth on the following pageare basedon the salestax collectionswithin the
Countyexcludingpenalties,late chargesandnontaxableitems. Thesalestax rateleviedby the Stateon retail sales
within theCountyis 5.6%. In addition,cities andtownswithin PimaCountygenerallylevy a 2% to 2.5%salestax.
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Thefollowing tablesetsforth retail salesfiguresin theCountyfor thepastfive full years.

Pima County Retail Sales(a)

Year Amount % Change
2003 $6,216,097,166 3.39%
2002 6,012,022,946 1.13
2001 5,944,792,196 2.20
2000 5,816,299,178 8.63
1999 5,354,226,543 8.37

(a) ExcludesFoodSalesandGasTax.

Source: ArizonaDepartmentof Revenue.

FinancialInstitutions

Thefollowing table illustratesthe totaldollarson depositwith participatingbanksof theArizonaBankers
Associationfor the CountyonDecember31 of eachyear.

PimaCounty
Bank Deposits

As of
December31 Amount

2003(a) $6,518,371,000(b)
2002 6,062,996,000
2001 6,157,765,000(c)
2000 5,540,428,000(d)
1999 4,811,823,000(e)

(a) ThroughSeptember,2003.
(b) NordstromFSBdid notparticipate.
(c) Banksnot participatingare BNCNational Bank, Bank of the Southwest,First

InterstateBank & Trust, Frontier State Bank, JohnsonBank, United Arizona
BankandWashingtonMutual.

(d) First InterstateBank & Trustwasnot aparticipatingbank.
(e) Banks not participating are StearnsBank, Bank of the Southwest, Pacific

CenturyBankandNorwest.

Source:Arizona Banker’sAssociation.

Agriculture

Agricultureplaysa lesssignificant role in theeconomyof theCountyasa whole,buta smallportionof the
Countyrelieson agricultureasits leadingeconomicsource. Principal cropsharvestedare cotton,wheatandhay,as
well as vegetables.Thefollowing tablesetsforth the total cashreceiptsfor all cropsand livestockproductsin the
Countyfor themostrecentfive yearsfor which reportsareavailable.
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Year
2002
2001
2000
1999
1998

Receipts
$51,983,000
48,013,000
45,502,000
53,573,000
54,582,000

The following tableswere compiled from Arizona ConstructionReport,a publication of Arizona Real
EstateCenter,L. William SeidmanResearchInstitute,Collegeof Business,Arizona State University. The Center
obtainsits datafrom county andmunicipal divisions which issuesuchpermits. Constructionis valuedon the basis
of estimatedcost of a project,noton marketpriceor the valueof constructionatthe time thepermit is issued. The
dateatwhich thepermit is issuedshouldnotbe construedasthedateof construction.

Pima County
Value ofBuilding Permits

Source:Arizona Real EstateCenter,
University.

L. William SeidmanResearchInstitute, College of Business,Arizona State

Pima County
NewHousiugStarts

Year
2003
2002
2001
2000
1999

Total Housing
Units Permitted

9,635
8,915
8,735
8,337
8,547

Source: Arizona Real
University.

EstateCenter,L. William SeidmanResearchInstitute,College of Business,Arizona State

During 1998, theArizona Legislaturepromulgatedthe Growing SmarterAct of 1998 (“Growing Smarter”)
which creatednew planningrequirementsthroughoutthe Stateandprovidedstrongertools for local governmentsin
their efforts to managerapid development. Growing Smarteralso createdthe “Growing SmarterCommission”
which conductedhearingsthroughoutthe State on ways to enhancethe law and to addresscertain other issues.
During 2000, the Arizona Legislatureadoptedadditional legislation known as “Growing SmarterPlus” which
significantly expandedthe requirementsof Growing Smarter,andparticularly theplanningrequirementspassedin
1998. Fastgrowing communitiesare now required to plan for growth areasand identify the meansto provide
necessarypublic servicesin the future. In addition to environmentaland infrastructureelements,an analysisof

CashReceiptsFrom Agricultural Marketing
(Total Crops andLivestock)

Pima County

Building Permits

Source: 2002ArizonaAgricultural Statistics,July 2003.

Year Residential Commercial Industrial Other Total
2003 $1,386,884,000 $312,257,000 $8,717,000 $ 82,909,000 $1,790,767,000
2002 1,089,239,000 277,762,000 10,766,000 131,771,000 1,509,538,000
2001 989,210,000 234,454,000 23,526,000 98,008,000 1,345,198,000
2000 859,751,000 182,831,000 16,748,000 216,626,000 1,275,956,000
1999 841,455,000 172,765,000 14,035,000 196,959,000 1,225,214,000
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availablewater is also required. To pay for growth, communitiesare permitted to establishservicearealimits,
beyondwhich newgrowth paysthe full costfor services.Growing Smarterallowedcitizensto refergeneralplans
passedby local governmentto theballot for voter approval.Growing SmarterPlusgoesa stepfartherby requiring
fast growing and large cities and Pima and Maricopa Countiesto submit their generalplans to the voters for
ratification. Thegeneralplanof suchjurisdictionwill be subjectto futureratificationby its votersevery 10 years. It
is not possibleto determinetheeffecttheforegoingwill haveon continuingdevelopmentin the County.
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AFPENDIX C

PIMA COUNTY, ARIZONA

FINANCIAL INFORMATION

Introduction

The fiscalyear for the Countyis from July 1 throughJune30. The County’sbudgetprocessis an ongoing
function. Eachfiscal year’sprocessstartswith theissuancein Januaryof guidelinesto all departmentswithin which
budgetsmustbedeveloped.Departmentbudgetrequestsare submittedin March. A reviewprocessthen takesplace
culminatingwith the County Administrator’s submissionof a proposedbudget to the Board in time for budget
hearingsin mid-June. Statestatutesrequirethat a tentativebudget be adoptedby theBoardno laterthan thethird
Mondayin July. At thetime the final budgetis adopted,whichcanbeno later than the first Monday in Augustof
eachyear,theBoardof Supervisorsholdsapublic hearingandmeetingto determinethetax levy neededto support
thebudget. Taxesare thenassessedandleviedno laterthanthethird Mondayin August.

Expenditure Limitation

Beginningin fiscalyear1981-82,theCountybecamesubjectto an annualexpenditurelimitationwhich is
setby theArizonaEconomicEstimatesCommission. This limitation is basedon the County’sannualexpenditures
for fiscal year 1 978-80,with this baseadjustedto reflect interimpopulation,cost of living andboundarychanges.
Certain expendituresare specifically exemptfrom the limit, including expendituresmadefrom federal funds and
bond saleproceeds,as well as debt servicepayments. The limitations canbe exceededfor certain emergency
expendituresor if approvedby the voters. The Constitutionprovisionswhich relateto the expenditurelimitation
provide threeprocessesto exceedthe spendinglimit: a permanentbaseadjustment,a one-timeoverride, anda
capitalprojectaccumulation.

In the 2001-02 fiscal year, the expenditurelimitation for the Countywas $358,429,223. Actual County
expendituressubjectto the limitation wereunderthe limit. The County’sexpenditurelimitation for the 2002-03
fiscal year was $368,508,021. Basedon the County’s budgetedexpendituresfor the 2002-03 fiscal year, the
County’s expenditurelevel will be underthe limitation for the 2002-03fiscal year. The County’s2003-04fiscal
year expenditure limitation is $381,461,790. The County’s 2004-05 fiscal year expenditure limitation is
$392,677,927.

Ad Valorem Taxes

General

Arizona (the “State” or “Arizona”) propertytaxes are divided into two systems,primary andsecondary.
Secondaryproperty taxesare thosetaxesimposedfor paymentof bondedindebtedness,for exceedinga budget,
expenditureor tax limitationpursuantto voter approvaland for operatingandmaintainingcertainspecialdistricts.
Primarypropertytaxesareall advaloremtaxesotherthansecondarypropertytaxes.

Underthe primary system,the full cashvalue of locally-assessedrealproperty (consistingprimarily of
residential,commercial,industrial, agriculturalandunimprovedproperty) cannotincreaseby more than 10% per
year, exceptundercertaincircumstances.This limitationdoesnot apply to mines,utilities andrailroadswhich are
assessedby the State. Annual tax leviesundertheprimarysystemarebasedon thenatureof the propertytaxedand
the taxing authority. Primary taxes levied on residentialpropertyonly are limited to 1% of the limited frill cash
value of suchproperty. In addition,primary taxeslevied on all types of propertyby counties,cities, towns and
communitycollegedistricts are limited to a maximumincreaseof 2% over the prior year’s levy plus any amount
directly attributableto new constructionandannexation.The2% limitation doesnot applyto primarytaxeslevied
for local school districts. The Countydoesnot currently levy its primaiy tax levy to the maximum allowedunder
the law.
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Secondaryassessedvaluationrepresentsthe valueusedin determiningpropertytax levies for thepayment
of principaland intereston bonds,schooldistrict voter-approvedbudgetoverridesandspecialdistrict taxesandthe
calculationof maximum bonded indebtednessallowed under the State’s Constitutionaldebt limit. See “Debt
Limitation” herein. Underthesecondarysystem,thereis no limitation on annualincreasesin full cashvalueof any
property. In addition,annualtax levies for voter-approvedbondedindebtedness,overridesandspecialdistrict taxes
are,except as they are describedhereinunderthe subheading“The Bonds— Security and Sourcesof Payment”,
unlimited.

Arizona law providesfor a propertyvaluation“freeze” for certainresidentialpropertyownerssixty-five
yearsof ageandolder. Owners of residentialpropertymay obtain such freezeagainstvaluation increases(the
“PropertyValuationProjectionOption”) if the owner’s total incomefrom all sourcesdoesnot exceed400% (500%
for two or moreownersofthesameproperty)ofthe “Social SecurityIncomeBenefitRate.” ThePropertyValuation
ProtectionOptionmustbe renewedevery threeyears. If thepropertyis soldto a personwho doesnot qualify, the
valuation reverts to its current full cashvalue. Any freezeon increasesin full cashvalue will translateto the
secondaryassessedvalueof theaffectedpropertyas hereinafterdescribed.

Additionally, all property,both real and personal,is assigneda classificationto determineits assessed
valuation for tax purposes. Eachlegal classificationis definedby propertyuse andhas an assessmentratio (a
percentagefactor) which is multiplied by the limited or full cash valuesof the property to obtain the assessed
valuations.

TaxProcedures

The tax year in Arizona is defmedas the calendaryear, althoughtax proceduresbeginprior to January1 of
eachtax yearandcontinuethroughMay of thesucceedingcalendaryear. The first stepin thetax process,for taxing
entitiesotherthan certainspecialdistricts, is the determinationof thefull cashvalue of eachindividually-owned
parcel of land within the State. Propertyvaluationsare establishedon mostpropertyby the individual county
assessors,with the StateDepartmentof Revenuedeterminingthevaluationof centrallyassessedpropertiessuchas
gas,waterandelectricalutilities, railroads,minesandpipelines. The appropriatepropertyclassificationassessment
ratio is then appliedto thefull cashvalueto determinetheassessedvaluationfor suchparcel. Theassessmentratios
utilized overthefive-yearperiod 1999-00through2003-04for eachclassofpropertyare setforth below.

PropertyTaxAssessmentRatios
1999-00through 2003-04

Classification(a) 1999-00 2000-01 2001-02 2002-03 2003-04
Mining (b) 25% - - - -

Utility (b) 25% - - - -

CommercialandIndustrial (b)(c) 25% 25% 25% 25% 25%
Agriculture andVacantLand(c) 16% 16% 16% 16% 16%
Owner Occupied Residential 10% 10% 10% 10% 10%
Leased or Rented Residential 10% 10% 10% 10% 10%
Railroad,PrivateCar Company
And Airline FlightProperty(d) 21% 21% 21% 20% 20%

(a) Additional classesof propertyexist, but seldomamountto a significant portionof a municipal body’s total
valuation. Theseclassesconsistof non-commercialhistoric property;aerospacemanufacturingpropertyin a
military reusezone;certainmanufacturingpropertyin an enterprisezone;propertyin a foreign tradezone;
environmental technology property for the first 20 years from the date placed in service; commercial historic
property;historic residentialproperty;producingoil, gas andgeothermalresourceinterests;andleaseholdor
otherpossessoiyinterestsin certainpublic property.

(b) Fortax year 2000 andthereafter,mining andutility propertieshavebeenincludedin the samelegal property
classascommercialandindustrialproperties.
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(c) The first $55,546of full cashvalueof commercial,industrial and agriculturalpersonalproperty is exempt
from tax. This exemptionis indexedannuallyfor inflation. Any portion of thefull cashvaluein excessof
thoseamountswill beassessedat 25%or 1 6% as applicable.

(d) This percentageis determinedannuallyto beequalto theratio of (i) the total assessedvaluationof all mining,
utility, commercial,industrial, andmilitary reusezonepropertiesandagriculturalpersonalpropertyto (ii) the
total full cash(market)valueofsuchproperties.

Delinquent Tax Procedures

The propertytaxesdue to theCountyare billed, along with Stateandothertaxes, ordinarily in Septemberof
thecalendartax yearandaredueandpayablein two installmentson October 1 andMarch 1 andbecomedelinquent
onNovember1 andMay 1 . Delinquenttaxesaresubjectto an interestpenaltyof 1 6% perannumproratedmonthly
asof the first day of the monthunless the full year’s taxesarepaid by December3 1 . After the closeof the tax
collectionperiod,theCountyTreasurerpreparesa delinquentpropertytax list andthepropertyso listed is subjectto
a tax lien saleinFebruaryofthesucceedingyear. ln the eventthat thereis no purchaserfor thetax lien at thesale,
the tax lien is assignedto the State,and the tax lien is reofferedfor salefrom timeto time until suchtime as it is
sold, subjectto redemption,for anamountsufficientto coverall delinquentandcurrenttaxes.

It shouldbe notedthat in the eventof bankruptcyof a taxpayerpursuantto theUnited StatesBankruptcy
Code (the “Bankruptcy Code”), the law is currently unsettledas to whethera lien can be attachedagainstthe
taxpayefspropertyfor property taxeslevied during the pendencyof bankruptcy. Such taxesmight constitutean
unsecuredand possibly noninterestbearing administrativeexpensepayableonly to the extent that the secured
creditors of a taxpayer are oversecured,and then possibly only on the prorated basis with other allowed
administrativeclaims. It cannotbedetermined,therefore,whatadverseimpactbankruptcymighthaveon theability
to collect ad valoremtaxeson a propertyof a taxpayerwithin the County. Proceedsto pay suchtaxescome only
from thetaxpayeror from asaleofthetax lien on theproperty.

Whena debtorfiles or is forcedinto bankruptcy,any actto obtainpossessionof thedebtor’sestate,any act
to createor perfectanylien againstthepropertyof thedebtoror anyact to collect, assessor recovera claim against
thedebtorthat arosebeforethecommencementof thebankruptcywouldbe stayedpursuantto the BankruptcyCode.
While the stay of a bankruptcycourt may not preventthe saleof tax liens againstthe realpropertyof a bankrupt
taxpayer,thejudicial or administrativeforeclosureof a tax lien againsttherealpropertyof a debtorwouldbe subject
to thestayof a bankruptcycourt. It is reasonableto concludethat “tax saleinvestors”maybereluctantto purchase
tax liens undersuch circumstances,and, therefore, the timeliness of post bankruptcypetition tax collections
becomesuncertain.

It cannotbe determinedwhat impact any deteriorationof thefinancialconditionof any taxpayer,whether
or not protectionunderthe BankruptcyCode is sought,may haveon paymentof or the secondarymarketfor the
Bonds.NeithertheCountynortheir respectiveagentsor consultantshaveundertakenanyindependentinvestigation
oftheoperationsandfinancialconditionof anytaxpayer,nor havetheyassumedresponsibilityfor thesame.

PropertyValuations

Thefollowingtablelists thevariouspropertyvaluationsfor theCounty for thecurrentyear.

Valuationsfor FiscalYear2003-04

EstimatedActual Valuation* $43,733,555,507
NetSecondaryAssessedValuation $5,221,270,997
Net PrimaryAssessedValuation $5,022,474,184

*Actual full cashvaluenet ofestimatedvalueof propertyexemptfromtaxation.

Source: PimaCountyAssessor’sAbstractofthe2003Tax Rollfor Pirna County.
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NetSecondaryAssessedValuation Comparisonsand Trends

The information set forth belowis shownto indicate theratio betweenassessedvaluesandestimatedactual
valuesfor the County, as well as changesin the secondaryassessedvaluationsof the County and overlapping
municipal units on a comparative basis. The basis of property assessment for these years is shown under “Ad
ValoremTaxes- TaxProcedures”.

NetSecondaryAssessedValueandEstimated
ActualCashValueComparison

Fiscal
Year

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

NetSecondary
Assessed

Valuation
$5,221,270,997

4,835,561,219
4,491,395,307
4,236,070,095
4,000,624,012

Estimated
Actual

Valuation*
$43,733,555,507

36,999,609,652
34,150,201,378
32,488,178,944
30,972,409,693

Source: Arizona Tax ResearchFoundation,Property Tax Rates and AssessedValue, Pima
DepartmentandPimaCountyAssessor’sAbstractqfthe2003 TaxRollfor Pima County.

*Actual full cashvaluenetof estimatedvalueofpropertyexemptfrom taxation.

NetSecondaryAssessedValuationComparisons

County Finance

Source: Arizona Tax Research Foundation, Property Tax Rates and AssessedValue, Pima County Finance
DepartmentandPimaCountyAssessor’sAbstractofthe2003 TaxRolifor PimaCounty.

NetSecondaryAssessed
Valuation asa Percentage

of theEstimated Actual Valuation
11.90%
13.07
13.15
13.03
12.92

Fiscal City of Percent Pima Percent Stateof Percent
Year Tucson Chan2e County Change Arizona Change

2003-04 $2,427,120,926 5.90% $5,221,270,997 7.30% $40,861,415,479 11.02%
2002-03 2,268,733,334 6.09 4,835,561,219 7.66 36,805,206,912 6.76
2001-02 2,138,461,318 4.40 4,491,395,307 6.03 34,473,431,135 8.28
2000-01 2,048,620,866 5.31 4,236,070,095 5.88 31,837,391,782 9.41
1999-00 1,945,160,492 3.69 4,000,624,012 3.84 29,098,557,633 8.61
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2003-04NetSecondaryAssessedValuations of Major Taxpayers

Shown below are the major propertytaxpayerslocatedwithin the County, an
assessed value and their relative proportion of theCounty’snetsecondaryassessedvalue.

estimateof their current

Taxpaye~(~
TucsonElectricPower
Qwest
Southwest Gas Corporation
ArizonaPortlandCement
TucsonMall
Westin La Paloma
El ConquistadorHotel
PhelpsDodge
RaytheonCompany
TRICO
Total

Estimated 2003-04
Net Secondary

Assessed Valuation
$122,499,051

108,828,645
55,710,080
19,989,949
18,703,342
16,056,671
14,460,625
14,375,000
13,290,286
11.467,176

£395,38ft,825

As Percentof County’s
2003-04Net Secondary

Assessed Valuation
2.35%
2.08
1.07
0.38
0.36
0.31
0.28
0.28
0.25
0.22

(a) Someof such taxpayersor their parentcorporationsare subjectto the informational requirementsof the
SecuritiesExchangeAct of 1934, as amended(the “ExchangeAct”), and in accordancetherewith file
reports, proxy statementsand other information with the Securitiesand ExchangeCommission(the
“Commission”). Suchreports,proxy statementsandotherinformation (collectively, the“Filings”) maybe
inspected and copied at the public reference facilities maintained by the Commissionat 450 Fifth Street,
N.W., Washington, D.C. 20549 and at the Commission’s regional offices at NorthwesternAtrium Center,
500 West Madison Street, Suite1400,Chicago,Illinois 60661. Copiesof theFilings canbe obtainedfrom
the public referencesectionof the Commissionat 450 Fifth Street,N.W., Washington,D.C. 20549 at
prescribed rates. In addition, the Filings may also be inspectedat the offices of the New York Stock
Exchange at 20 Broad Street, NewYork, NewYork 10005. The Filings may also beobtainedthroughthe
Interneton the Commission’sEDGAR databaseat http://www.see.gov.Neitherthe Countynor its Bond
Counselhas examinedthe information set forth in the Filings for accuracyor completeness,nor do they
assumeresponsibilityfor thesame.

Source: Pima County Assessor’s office.

Record of Real and SecuredPersonalProperty Taxes Levied and Collected

Propertytaxes areleviedandcollectedon all taxable propertywithin theCountyandarecertified to by the
CountyTreasurer.Thefollowing tablesetsforth the realandsecuredpersonalpropertytax collectionof theCounty
for thecurrentandpastfive fiscalyears.

(a) ReflectscollectionsmadethroughJune30th, the endof the fiscalyear,on suchyear’s levy. Propertytaxesare
payablein two installments. The first installmentis due thefirst day of Octoberandbecomesdelinquenton
November1, but is waivedif thefull tax year’staxesare paid in full by December31. Thesecondinstallment
becomesdue the first day of March and is delinquenton May 1. Interestat the rate of 16% per annum

Fiscal
Real and Secured
PersonalProperty

FiscalYear Collections (a) Total Collections(b)
Percentof Percentof

Year Tax Levy Amount
(c)

Tax Levy
(c)

Amount Tax Levy
55.23%2003-04 $260,569,501 $143,904,562

2002-03 241,415,870 $231,618,472 95.94% 240,012,540 99.42
2001-02 228,476,979 218,191,563 95.50 227,891,867 99.74
2000-01 214,642,135 204,963,396 95.49 213,986,863 99.69
1999-00 201,924,932 192,408,605 95.29 201,170,097 99.63
1998-99 180,549,713 172,329,841 95.45 180,067,895 99.73
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Fiscal
Year

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

NetSecondaryAssessedValuation (FY 2003-04)
15%ConstitutionalLimitation
Net Direct General Obligation Bonds
Unused15%Limitation

Secondary
Tax Rate
$1.4261

1.4278
1.5108
1.4915
1.4931

$5,221,270,997
783,190,650

(201,370,000

)

$581,820,6511

Total
Tax Rate
$5.4981

5.4998
5.5828
5.5635
5.5651

attacheson first andsecondinstallmentsfollowing their delinquentdates. Penaltiesfor delinquentpayments
arenot includedin theabovecollectionfigures.

(b) ReflectscollectionsmadethroughFebruary29,2004againstprior levies.

(c) In theprocessof collection.

Source: PimaCountyTreasurer’sOffice

Tax RateData

The tax rates providedbelowreflectthe totalpropertytax rateleviedby theCounty. As such,theratesarethe
sumof theprimarytax rate,which is leviedagainsttheprimary assessedvaluewithin theCounty,andthesecondary
tax ratefor debt servicepayments,the County Library District, the CountyFire District AssistanceTax and the
CountyFlood Control District, all of which arelevied againstthe County’ssecondaryassessedvalue(exceptin the
caseof theFloodControlDistrict, which is leviedagainsttheDistrict’s secondaryassessedvaluewhich excludesthe
value of personal property).

Primary
_____ Tax Rate _________ ________

$4.0720
4.0720
4.0720
4.0720
4.0720

Source:Property Tax Rates and AssessedValues, The Arizona Tax ResearchFoundationand Pima County
Finance Department.

Debt Limitation

Pursuant to the Arizona Constitution, outstanding general obligation debt for County purposesmay not
exceed15% of a County’s net secondaryassessedvaluation. Thefollowing indicatesthe County’scurrentbonding
capacity.

C-6



General Obligation BondedDebt Outstanding(b)

The following chartindicatestheoutstandinggeneralobligationbondeddebtof theCounty.

Remaining

(a) Theserefundingbondswere issuedto refund in advanceof maturity certainoutstandinggeneralobligation
bondsof the County. Debt service requirementson the refundedbonds are securedfor paymentby
governmentsecuritieswhich are held in irrevocabletrustsandarenot reflectedin thebalanceoutstanding.

(b) On January20, 2004,theCounty’sBoardof Supervisorscalledfora specialelectionto be heldon May,18
2004with respectto the authorizationof $582,250,000of generalobligationbondsand$150,000,000of
sewerrevenuebonds.

Dateof
Issue

04-15-93

Original
Amount

$64,535,000

Original
Purpose

Maturity
Dates

7-1-94/04

Average
mt. Rates

5.02%

Balance
Outstandjj~g
$ 11,710,000Refunding(a)

05-01-98 42,420,000 VariousImprovements 7-1-99/13 4.62% 27,625,000
10-01-99 50,000,000 VariousImprovements 7-1-00/14 5.04% 33,965,000
08-01-00 50,000,000 VariousImprovements 7-1-01/14 4.76% 41,000,000
07-01-01 17,835,000 Refunding(a) 7-1-03/09 4.41% 16,340,000
01-01-02 20,000,000 VariousImprovements 7-1-02/16 4.00% 14,500,000
01-05-03 50,000,000 VariousImprovements 7-1-03/17 3.90% 49,350,000
01-01-04
Total General

6,880,000
Obligation

Refunding(a)
BondedDebtOutstanding

7-1-04 3.375% 6,880,QQQ

C-7



Annual Debt ServiceRequirementsof
General Obligation Bonded Debt Outstanding

Thefollowing chartindicatesthegeneralobligationdebtservicerequirementsof theCounty.

Fiscal
Year

30-Jun

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Existing GeneralObligation
Bonded Debt Outstanding
Principal Interest

$34,265,000 $8,961,410
24,610,000 7,443,485
23,625,000 6,314,585
22,640,000 5,233,635
18,670,000 4,196,980
13,670,000 3,361,080
12,920,000 2,744,680
10,020,000 2,167,900
10,040,000 1,722,000
10,060,000 1,278,200
7,750,000 859,250
4,700,000 544,250
4,300,000 352,750
4,100,000 174,250

Total Debt Service
ServiceRequirement

$43,226,410
32,053,485
29,939,585
27,873,635
22,866,980
17,031,080
15,664,680
12,187,900
11,762,000
11,338,200
8,609,250
5,244,250
4,652,750
4,274,250

NetDirect and Overlapping General Obligation Bonded Debt

Overlappingbondeddebtfigureswere compiledfrom information obtainedfrom the CountyTreasurer’s
Office and individual jurisdictions. A breakdownof eachoverlappingjurisdiction’s applicablegeneralobligation
bondeddebt,netsecondaryassessedvaluationandcombinedtax rateper$100assessedvaluationfollows.

Total S1,209,095,ffllO

Combined
2003-04 General Portion Applicable Tax Rate

NetSecondary
Assessed

Obligation
BondedDebt

to theCounty Per$100
NetDebt Assessed

Jurisdiction Valuation Outstandinc (a)(f) Percent Amount Valuation (e)
StateofArizona $40,861,415,479 None 100% None $00000
PimaCounty 5,221,270,997 $201,370,000 100 $ 201,370,000 5.1435(b)
PimaCountyFloodControlDistrict (c) 4,511,099,509 4,585,000 100 4,585,000 0.3546
ElementarySchoolDistricts 211,995,542 3,700,000 100 3,700,000 2.8773(d)
Unified SchoolDistricts 4,999,662,635 645,730,000 100 645,730,000 7.9164(d)
CitiesandTowns 2,999,764,193 259,495,000 100 259,495,000 0.9376(d)
PimaCountyCommunityCollegeDistrict 5,221,270,997 94,215,000 100 94.215.000 1.4884

C-8



Jurisdiction
StateofArizona
PimaCounty
Pima County Flood Control District (c)
PimaCountyCommunityCollegeDistrict

2003-04
Net Secondnry

Assessed
Valuation

$40,861,415,479
5,221,270,997
4,511,099,509
5,221,270,997

General
Obligation

Bonded Debt
Outstanding (a)(f)

None
$201,370,000

4,585,000
94,215,000

Combined Tax
RatePer $100

Assessed
ValuationJt~1

$0.0000
5.1435(b)
0.3546
1.4884

Elementary School Districts:
SanFernandoESD#35
EmpireESD#37
ContinentalESD #39
RedingtonESD#44
Altar Valley ESD#51

685,634
4,229,622

181,629,157
950,565

24,500,564

2,352,797,558
398,731,172
161,591,356
962,109,272
292,460,963
123,997,672

13,577,947
406,627,507
199,318,912
84,837,119
3,613,154

None
None

3,700,000
None
None

290,770,000
79,805,000
13,810,000

113,660,000
55,865,000
7,010,000
None

45,415,000
18,960,000
20,435,000

None

0.0000
6.4699
2.3198
5.6853
6.3615

8.7610
6.7979
6.6568
6.7601
9.1041
7.1785
5.3016
7.025 6
7.1748
9.0113
0.0000

Cities and Towns:
City of Tucson
City of SouthTucson
Town of Marana
Town of OroValley
Town of Sahuarita

2,427,120,926
17,955,803

182,878,398
326,787,649
45,021,417

259,495,000
None

None
None
None

1.1569
0.25 13
0.0000
0.0000
0.0000

(a) Includesgeneralobligation bondsoutstanding. Does not include outstandingprincipal amount of various
citiesand towns improvementdistricts’ bondeddebtasof June30,2003,andoutstandingprincipalamountof
various County improvementdistricts’ bondeddebt, as the indebtednessof thesedistricts is presentlybeing
paid from special assessments levied against property owners residing within the various improvement
districts. Also doesnot includevariousfire districts.

Also doesnot include the obligationof the CentralArizonaWaterConservationDistrict (“CAWCD”) to the
UnitedStatesofAmerica,Departmentof theInterior, for repaymentof certaincapitalcostsfor constructionof
theCentralArizonaProject(“CAP”), a major reclamationprojectthat hasbeensubstantiallycompletedby the
Departmentof the Interior. The obligation is evidencedby a mastercontract betweenCAWCD and the
Departmentof theInterior. In April of 2003,theUnitedStatesandCAWCD agreedto settlelitigation overthe
amountof theconstructioncostrepaymentobligation,theamountof therespectiveobligations for paymentof
theoperation,maintenanceand replacementcosts andthe applicationof certainrevenuesandcreditsagainst
such obligationsand costs.Under the agreement,CAWCD’s obligation for substantiallyall of the CAP
featuresthat havebeenconstructedso far will be set at $1 .646 billion, which amountassumes(but doesnot
mandate)that theUnited Stateswill acquirea total of 667,724acrefeetof CAP waterfor federalpurposes.
The United Stateswill completeunfinishedCAP constructionwork related to the water supply systemand
regulatorystoragestagesof CAP at no additionalcostto CAWCD.Of the$1 .646 billion repaymentobligation,
73%will be interestbearingandthe remaining27% will be non-interestbearing.Thesepercentageswill be

Unified SchoolDistricts:
TucsonUSD #1
MaranaUSD #6
Flowing Wells USD #8
AmphitheaterUSD #10
SunnysideUSD #12
Tanque Verde USD#13
Ajo USD #15
Catalina Foothills USD#16
Vail USD #20
SahuaritaUSD #30
Indian Oasis USD#40
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fixed for the entire 50-yearrepaymentperiod, which commencedOctober 1, 1993. Effectivenessof the
agreementis subjectto a numberof conditionsincludingsettlementof certain Indiancommunitywaterclaims
andotherwater claims andwill requirecertain Stateof Arizona andFederallegislation.If the conditionsare
not met by May 9, 2012, and the parties do not amendthe agreement,the agreementwill terminateand
litigation will resume.If it appearsprior to May 9, 2012,that the conditionswill notbe metby the deadline,
the partiescan amendthe agreementor eitherparty may petition the U.S. District Court to terminatethe
agreementand resumelitigation. It is not possibleto predict whetherthe agreementwill becomefinally
effective, be amended, or terminate, or whether litigation will resume. If litigation resumes, it is not possible to
predict the outcome of such litigation. CAWCDis a water conservation districthavingboundariescoterminous
with the exteriorboundariesof Maricopa,PimaandPinal Counties.It was formedfor the expresspurposeof
paying administrativecostsandexpensesof the CAP andto assistin the repaymentto theUnited Statesofthe
CAP capitalcosts.Repaymentwill bemadefrom a combinationof powerrevenues,subcontractrevenues(i.e.,
agreements with municipal, industrial and agricultural water users for delivery of CAP water) and a tax levy
againstall taxablepropertywithin CAWCD’s boundaries.At thedateof this Official Statement,thetax levy is
limited to fourteen cents per $100 of secondaryassessedvaluation,of which twelve cents is being currently
levied. (SeeArizona RevisedStatutes,Sections48-3715 and48-3715.02.)Therecanbeno assurancethat such
levy limit will not be increased or removed at any time during the life of the contract.

(b) The County’s total tax rate shown includesthe County’sprimary and secondarydebt servicetax rates, the
$0.2124 tax rateof theFreeLibrary District, andthe$0.0441tax rateoftheFire District AssistanceTax.

(c) The boundaries of the Pima County Flood Control District arc coterminouswith those of Pima County;
however,theFlood ControlDistrict only leviestaxeson realproperty.

(d) The tax rate shown is a weightedaveragebasedon eachjurisdiction’s proportionateamount of secondary
assessedvaluation.

(e) The combined tax rate includes the tax rate for debt service payments,which is basedon the secondary
assessedvaluationof the entity, andthe tax ratefor all otherpurposessuchasmaintenanceandoperationand
capitaloutlay,which is basedon theprimary assessedvaluationof the municipalityor schooldistrict.

(f) The following table lists generalobligationbondsauthorizedbut unissuedfor the Countyand jurisdictions
within theCounty.

Authorized But Unissued
Jurisdiction* General Obligation Bonds
PimaCounty $67,460,000
City of Tucson 83,980,000
Marana Unified School District No. 6 4,845,000
IndianOasisUnifiedSchoolDistrict No. 40 500,000

* Additional general obligation bondsmaybe authorizedby theseandotherjurisdictions within the County

at futureelections.
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Net Direct and Overlapping General Obligation Bonded Debt Ratios

The County’s direct and overlapping general obligationbondeddebtis shownbelowon apercapitabasis
andasapercentof theCounty’snetsecondaryassessedvaluationandestimatedactualvaluation.

NetDirectGeneralObligationBondedDebt
($201,370,000)

NetDirectandOverlappingGeneral
ObligationBondedDebt($1,209,095,000)

Per Capita
Net Debt Secondary

(Pop. AssessedValuation

(ä~890,545)(a) ($5~221,270,997)

$226.12 3.86%

$1,357.70 23.16%

Est. Actual

Valuation
($43,733,555,507)

0.46%

2.76%
(a) Source: U.S. Departmentof Commerce,Bureauof the Census;Arizona Departmentof EconomicSecurity,

PopulationStatistics,July, 2002.

Streetand Highway RevenueBondedDebt Outstanding (a)

The following chartlists theoutstandingstreetandhighwayrevenuebondsof theCounty.

Dateof Original
Mac Amount Purpose

5-01-98 $40,000,000 Street & Highway Improvements

1-01-02 55,000,000 Street& HighwayImprovements
1-15-03 35,000,000 Street& HighwayImprovements

Total StreetandHighwayRevenueBondsOutstanding

Original
Maturity Dates

7-1-99/08
7-1-03/12
7-1-04/18

Remaining
Balance

Outstanding
$ 20,000,000

50,465,000
35,000,000

S105,465,000

(a) In 2002,the County receivedtwo loanstotaling $5.1 million from theHighwayExpansionandExtensionLoan
Program(HELP) of theArizona Departmentof Transportation.The loans from theHELP programwill allow
the County to accelerateby severalyearsthecompletionof two projects thatare scheduledto be fundedfrom
Federalaid highwayrevenuesin future years. Final paymentson eachloanare due in January2007 andeach
loan is payablesolely from the County’s Highway UserTax Revenues,on a basisjunior andsubordinateto
amountsdueon theBondsandall parity bonds.

Lease,Lease-Purchaseand PurchaseAgreements

The Countyhasvariousleasepurchaseagreementsoutstanding.A list of theCountydepartmentsbenefited
by these agreements and the scheduled payments on these agreements over the past three fiscalyearsappearsbelow.

County Department
Elections
Clerk of SuperiorCourt
JuvenileCourt
Legal Services Building
PublicWorksBuilding
Sheriff
SuperiorCourt
FiscalYearTotal

2000-01
$ 459,635

13,369
100,000
926,550

1,638,810
235,547
435,328

$3,809,239

Fiscal Year
2001-02

$ 459,635
58,251

115,935
52,550

1,641,810
138,910
269,315

$2,736,406

2002-03
$459,635

144,062
73,986

1,644,900
42,274

S2.364,857

As Percent of County’s 2003-04

Source: PimaCountyFinanceDepartment.
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Certificates of Participation

Thefollowing chartlists thecertificatesofparticipationobligationsoutstandingfor the County.

Original Remaining
Dateof Original ~ Maturity Balance
Issue Amount Purpose Dates Outstanding

4-01-95 $18,515,000 Refunding 7-1-95/04 $ 1,560,000
9-01-99 4,875,000 Refunding 1-1-13/14 4,000,000
10-01-03 27,525,000 Refunding 1-1 -05/18 27,525,000

Total CertificatesofParticipationObligationsOutstanding S33.085,000

Management’sReviewof the County’s Financial Position

Historically,theCountyhadreportedsignificantyear-enddeficitsin certainof its fundsthatwereoffsetfor
financial reporting purposesat year-endwith cashfrom othersources,suchas the County GeneralFund. These
deficitsdid not resultin anydefaultor failure by theCountyto makeanypaymentsfor anyof its debtor to creditors
or payeesofthe County. Duringthe mid to late 1990’s,theCounty’sGeneralFundbalancesdecreased,limiting the
County’sability to internally loan GeneralFundcashto otherCountydepartments,while cashdeficits within the
County’sHealthCareSystemandothersmallerenterpriseandspecialrevenuefundsincreased.In addition,several
accountingchangeswere imposeduponor enactedby theCountythat further limited theCounty’sability to address
year-endcashdeficits.As a resultof theseissues,the Countyinstituteda seriesof short-termmeasuresduring fiscal
year 1998-99to addressthecashdeficits,including drawingupontheCounty’sline ofcreditwith its servicingbank
andinstitutingformal internalborrowingsfrom otherCountyfundswhile developingalongtermplan.

Since 1998-99Pima County’s GeneralFundfinancial performancehas improved from an actual $8.5
million endingfund balanceon June30, 1999 to a June30, 2003 fund balanceof $33.5million. During the same
period the Countyalso eliminatedseverallong-term cashdeficits in certainenterpriseand specialrevenuefunds,
implementedsignificant changesin the County’sHealthCareSystem,increasedits budgetedendingfund balance,
absorbedapproximately$ 1 2 million of cost shifts from the State, increasedoperatingand maintenancecosts
associatedwith an aggressivevoterauthorizedcapitalbondprogram,increasedthe County’sContingencyFundand
fundedseveralGeneralFundsupportedcapitalprojects. All of the aboveissues,as well asthe restof the County’s
budget,were fundedby maintainingtheCounty’sprimary propertytax rateat thecurrentlevel of $4.0720per$100
of assessedvalue,continuedgrowth in Countytax revenuesdue to thestronglocal economyand an equity transfer
from theCounty’smanagedcarefund.

The oneremaininglong-term cash deficit, in the County’s StadiumDistrict Fund, is anticipatedto be
eliminated overthenext two fiscalyears. Thefiscalyear 2003-04GeneralFundbudgetprovidesfor approximately
one-halfof the StadiumDistrict’s $6.0 million cashdeficit and directs County staffto fund the remaining$3.0
million from the GeneralFund in the fiscal year2004-05 budget. Of the $6.0 million deficit approximately$3.9
million relatesto initial constructioncostsassociatedwith the County’sstadiumand theremaining$2.1 million is
theresult ofaccumulatedoperatinglossesfrom thefirst few yearsof operation. Declinesin tourismrevenueshave
impactedthe Stadium’sability to reduceits cashdeficit without GeneralFund support. By eliminating the cash
deficit, refinancing the debt incurred to fund construction of the stadium and maintaining the existingcontractswith
major and minor league baseball teams, the StadiumDistrict revenuesare projectedto be sufficientto maintaina
positive financial position by fiscal year 2004-05.

As of June30,2003,theCounty’sWastewaterManagementEnterpriseFundhadborrowed$10.8million
fromthe GeneralFundto covera short-termcashdeficit dueto expensesrelatedto thefailure of a mainsewertrunk
line. Theline wasscheduledfor replacementstarting in fiscalyear2003-04. TheCountycontendsthatthesewer
line failed due to erosion caused by a broken City of Tucsonwatermain in thesameareaandis seekingpartial
reimbursement from the City of TucsonWaterDepartment.See“Extraordinary,UninsuredEvent” in AppendixA —

“PIMA COUNTY, ARIZONA WASTEWATERMANAGEMENT DEPARTMENT.”

TheWastewaterManagementDepartmentplansto eliminatethecashdeficit during thecurrentfiscalyear
andis notanticipatedto requirea subsidyfrom the GeneralFund. In orderto meetthis goal, theDepartmenthas
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revisedits FiveYearCapitalimprovementProgram,reducedoperatingexpensesandreceivedapprovalfrom the
Board to raisethe seweruserfee ratesby four percent(4%) andsewerconnectionfeesby six percent(6%) effective
July 1, 2004.

On December9, 003, theCountyreceiveda confidentialsettlementproposalfrom ADEQ but it is too early
to speculateon whata final settlementagreementor theresulting financial impactof anysuchagreementmight be.
Previous Notice of Violations receivedby the County havenot resulted in financial penalties,however,the
violations associatedwith thosenoticeswerenot ofthe samemagnitude.

Following a seriesof public meetingsin fiscal year2002-03, theCounty madeseveralmajoroperational
changesin its Health Caresystemthat were intendedto limit the County’s financial liability while continuing to
providemuchneededhealth careservicesto an underscrvcdsectionof theCountyandprovidecritical psychiatric
care servicesfor County residents. As a part of theseefforts, the Countyplannedto transitionthe Countyhospital,
Kino Community Hospital (the “Hospital”), to a psychiatrichospital by the end of the currentfiscal year. Some
initial stepswere takento do that, suchas relinquishingday-to-dayoperationof the out-patientclinics to not-for—
profit organizations,and hiring private firms to managethe EmergencyRoom, Urgent Careand the in-patient
psychiatric services,andreducingthenumberofmcdicalsurgicalbeds.

In November2003,University PhysiciansInc., a non-profit organizationaffiliated with the University of
Arizona Schoolof Medicine expressedan interest in operatingthe Hospital as an integral part of their teaching
mission. To meetthe critical healthcareneedsof the communityin a fiscally responsiblemanner,the Boardof
Supervisorsis expectedto approvea 25-year lease(the “Lease”) with University Physicians,Inc., a nonprofit
corporation(“UPI”), for the landandbuildingscurrentlyknownas “Kino CommunityHospital”. Underthetermsof
the Lease,beginningon or beforeJuly 1, 2004UPI would assumefull responsibilityfor operationof thefacility and
over the next few yearsexpandand increaseservicesas setforth in the lease.As considerationfor UPI’s provision
of theservicesto beofferedat theHospital, theCountywill payUPI a ServiceFeein theamount,if any,by which
the cost of providing these services exceeds the revenuegeneratedby the Hospital, up to the following annual
amounts:

Year1: $25,000,000
Year2: $20,000,000
Year3: $15,000,000
Years4 through8: $10,000,000
Year9: $9,000,000
Year 10: $8,000,00
Year 11 through25: $0

In additionto theServiceFee,theLeaseascurrentlyproposedrequirestheCountyto completea numberof
capital projects, including but not limited to themold abatementandchiller replacement.GeneralFundsupportof
$526,300 will be required in fiscal year 2004/05 to complete the projects that are not covered by the 1997 General
Obligationbondfunds. Severalotherprojects,which will require,approximately$550,000would notbe complete
until FiscalYear 2005/06. As partof the Lease,UPI assumesresponsibilityfor all othermaintenanceandcapital
expendituresrelatedto theexistingfacilities coveredby theLease.

The Leaseagreementprovidesthe County with a cap on the funding neededto support the Hospital in
future years. However, it was decidedtoretainthegeneralhospitallicensethis yearso it couldbetransferredto UPI
and the additionalexpensesrelated to the transition,are expectedto increasethe current fiscal year loss to $32
million or $12 million overthe$20 million budgetedsubsidy. As a result ofa largerthan anticipatedJune30,2003,
GeneralFund ending balanceand an enhancedContingencyFund, sufficient resourcesare anticipatedto be
availableto cover suchlosseswithout impactingthe County’sbudgetedGeneralFundbalancefor the fiscal year
2003-04.

The Boardof Supervisorshastakena varietyof significantactionsto stabilizethefinancesandenhancethe
fiscal integrity of the County, a decision to pursuea leasefor theHospitalandlimit theCounty’s liability is themost
recent. In addition, the Board has steadily increasedthe amount budgetedas the GeneralFund Ending Balance.
From a low of zero in fiscal year 1996-97, the budgetedEndingBalancehas beensteadily increasingto $13.4
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million this fiscal year. In addition, for fiscal year 2003-04, the Board increasedits ContingencyFund from
$1,500,000 to $3,500,000. Despite investment losses incurred by the County from investments in the State
Treasurer’sLocal GovernmentInvestmentPool last fiscal year anda sluggisheconomy,the June30, 2003 fund
balancewas$33.5million or$20 million overbudget.

The Board of Supervisors acting on the recommendation of a County Bond Advisory Committee has
scheduleda bond electionon May 18, 2004 for the purposeof authorizing$582,250,000of GeneralObligation
Bonds and $150 million in Sewer Revenue Bonds. The recommended bond program is anticipated to be
accomplishedby the Countyat a secondarypropertytax rate equalto, or less than,thecurrentrateof $0.8150 per
$100of assessedvaluation.
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PIMA COUNTY, ARiZONA
COMBINED STATEMENT OF REVENUES,EXPENDITURES

AND CHANGES IN FUND BALANCES OF ALL
GOVERNMENTAL FUND TYPES

(In $000)

Total Revenues $458,685 $513,190 $541,709 $562,789 $566,139 $612,963

Total Expenditures $491,811 $531,630 $555,287 $597,146 $613,260 $684,388

ExcessofRevenuesOver
(Under)Expenditures

ProceedsofLong-TermDebt
Proceedsof RefundingBonds
Paymentto RefundedBond
EscrowAgent

OperatingTransfers

Chargesin Reservefor Prepaid
ResidualEquity
TransferIn (Out)

(6) (14) 0

0 0 0

EndingFund Balance $80÷615 $105,554 $110,664 $147,803 5165.395 574,227

(a) Theseamnountsarebasedon budgeteddataandaresubjectto changebasedon actualresults.

Source: PimaCountyFinanceDepartment.This tablehasnot beenthe subjectto anyseparateauditprocedures.

Actual Budget
1998-99 1999-00 2000-01 2001-02 2002-03 2003-04(a)

Revenuesby Source:
Taxes $194,948 $214,332 $227,542 $244,807 $258,375 $278,895
SpecialAssessments 874 703 845 598 1,023 564
LicensesandPermits 4,306 4,541 4,882 6,077 6,087 6,681
Intergovemmental 211,006 241,225 253,863 260,218 245,378 269,651
ChargcsforScrvices 24,404 27,308 26,613 31,112 35,721 33,315
FinesandForfeits 3,930 4,245 4,365 4,882 5,047 4,431
InterestIncome 9,009 11,384 15,468 6,952 4,152 8,530
Miscellaneous 10,208 9,452 $j4~ 10.356 10,896

Expendituresby Fund:
General 244,912 253,563 270,028 285,486 308,917 332,094
SpecialRevenues 128,240 141,860 147,367 153,888 149,633 183,739
Debt Service 51,988 46,992 50,219 48,102 57,563 62,378
CapitalProjects 66,671 j9215 87.673 109,ñiQ 97.147 106,177

(13,578) (34,357) (47,121) (71,425)

82,717 85,247 0
0 22,420 0 0

In (Out)

Capital Leases

SaleofGeneralFixedAssets

BeginningFundBalance,asrestated

RestatementAdjustmcnt/LGIPLoss
Changesin Reserve
for Inventory

(33,126) (18,440)

307 54,129

0 0
0 0

(48) (13,134)

o o

332 0

111,530 80,675
0 1,816

92 166

0

1,588 ________

0

0 (22,551) 0 0

(12,905) (15,140) (15,324)

0 177

37

(37,941)

0

0

105,554
2,063

(117)

10

4~3i-5

590

110,664
1,175

64

147,803
(6,237)

629

0

0

160,976
0

0

0

348

C-IS



PIMA COUNTY, ARIZONA
STATEMENT OF FUND BALANCES - ALL GOVERNMENTAL

FUND TYPES
(In $000)

Total FundBalance $80.675 $105.554 $110,664 $147,803 &l~~2~ $74,227

(a) Theseamountsarebasedon budgeteddataandaresubjectto changebasedon actualresults.

Source: PimaCountyFinanceDepartment.This tablehasnot beenthe subjectof any separateauditprocedures.

General
Reserved
Unreserved

SpecialRevenue
Reserved
Unreserved

DebtService
Reserved

CapitalProjects
Reserved
Unreserved

Actual Budget
1998-99 1999-00 2000-01 2001-02 2002-03 2003-04(a)

$2,479
6,030

$1,846
24,721

$2,233
19,653

$2,486
28.656

$2,549
30,999

$1,367
12.033

8,509 26,567 21.886 31,142 33.548 13,400

2,317
27.114

2,785
40.785

3,639
48,616

2,570
61,134

3,623
42.312

680
16.185

29.431 43,570 52,255 63,704 45,935 16.865

8,155 7,627 5~53i 4~iM

8,155 7,627 5~517 539M

0
34.580

0
27,790

0
30,986

8
46,985

41
82.793

0
39.778

34.580 27.790 30,986 46,993 82,834 39,778
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PIMA COUNTY, ARIZONA
COMBINED STATEMENT OF REVENUES, EXPENDITURES

IN GENERAL
(In $000)

__________ Budget
2002-03 2003-04(a)

Revenuesby Source:

Extraordinaryitem:
Loss from StateTreasurer’sLocal

GovernmentInvestmentPool
Over(Under)Expenditure
andOtherUses

BeginningFundBalance,asrestated
RestatementAdjustment
Changesin Reservefor
Inventory

Residual Equity Transfer:
In (Out)

EndingFundBalance

0 0 0

5,050 18,538 (8,996)
3,934 8,509 26,567

0 0 0

(475) ~J480) 4,315

L=~ 521488fi

(a) Theseamountsarebasedon budgeteddataandaresubjectto changebasedon actualresults.

Source:PimaCountyFinanceDepartment.This tablehasnotbeenthesubjectof anyseparateauditprocedures.

AND CHANGES

1998-99 1999-00

FUND BALANCE

Actual
2000-01 2001-02

$138,986
1,698

94,468
13,375
3,307

269
3.205

255,308

86,337
69,170

0
282

69,687
9,382
4,649

3,418
1,981

$158,750
1,449

103,828
15,927
3,466
4,197

290,844

92,397
72,399

0
554

69,368
10,159
4,217

2,618
1,844

Taxes
LicensesandPermits
Intergovernmental
Chargesfor Services
FinesandForfeits
Interest
Miscellaneous
Total Revenues

Expenditures:
Current
GeneralGovernment
PublicSafety
Sanitation
Health
Welfare
Culture & Recreation
Education& Econ.Opport.

Debt Service:
Principal
Interest
Miscellaneous

Total Expenditures
Excessof RevenuesOver
(Under)Expenditures

OtherFinancingSources(uses):
Proceeds of Long-Tenn Debt
Saleof GeneralFixedAssets
Proceeds of Refunding Bonds
Paymentto RefundedBond
Escrow

OperatingTransfersIn (Out)
Total OtherFinancingSources
(Uses):

ExcessofRevenuesandOther
Sources

$169,129 $181,840 $194,552 $210,153
1,136 2,071 2,010 2,010

110,408 111,922 112,530 111,235
15,663 19,974 23,750 22,144
3,483 3,898 4,111 3,624
4,361 2,086 1,015 1,035
2~0D7 j~95 2.884 2,361

306,237 323,786 340,852 352,562

98,689 101,397 110,813 125,679
78,785 86,039 90,375 97,31 1

0 0 0 0
532 2,567 2,762 2,642

71,243 73,060 84,130 83,930
11,128 13,453 12,858 14,408
4,987 5,299 4,812 5,562

2,834 1,913 1,550 1,042
1,826 1,754 1,613 1,514

4
270,028

36,209

6 7
244,912 253,563

37,281

4 4 ______

285,486 308,917 332,094

10,396 38,300 31,935 20,468

280 369 345 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

0 0
J5,626) (19,112)

(5,346) (18,743)

0

(45,550)

(45,205)

0
(29,524)

(29,624)

0
(27,799)

0

(27,799) (32,571)

0 (1,730) 0

22,466 31,142 25,503
0 0 0

0 0 0 0 0 0

0 ______ 0
fl34548 $2~14PQ
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APPENDIX D

FORM OF OPINION OF BOND COUNSEL

May 11, 2004

Boardof Supervisors

PimaCounty,Arizona

LadiesandGentlemen:

Wehaveactedas bondcounselin connectionwith the issuanceandsale,andtheinitial deliveryon the date
hereofby Pima County, Arizona (the “County”), of $25,770,000in aggregateprincipal amount of its Sewer
RevenueRefundingBonds,Series2004, datedMay 1, 2004(the “Series2004 Bonds”), issuedpursuantto Title II,
Chapter2,Article 4, ArizonaRevisedStatutes(the“Act”), andall amendmentsthereto.

In connectionwith our engagementas bond counsel,we haveexaminedthe law and suchdocumentsand

mattersas we havedeemednecessaryto renderthe opinions expressedherein, including, without limitation, the
resolution authorizingthe issuanceof the Series2004 Bonds (the “Resolution”) passedand adoptedby the Pima
CountyBoard of Supervisorsof theCountyon March 9, 2004. As to questionsof factmaterialto our opinions,we
haverelieduponthecertified proceedingsandothercertificationsfurnishedto us without undertakingto verify the
sameby independentinvestigation.

Baseduponthe foregoing,it is ouropinion,andwe herewithadviseyou,asfollows:

1. The County is duly createdandvalidly existingas a political subdivisionof the Stateof Arizona
with power to pass and adopt the Resolution, perform the agreements on its part containedtherein and issuethe
Series2004Bonds.

2. The Resolutionhas been duly passed and adopted by theBoardof Supervisorsof thecountyandis
valid andbindinguponandenforceableagainsttheCounty.

3. The Series2004Bondshavebeenduly authorizedanddeliveredby the Countyandarevalid and
bindinglimited obligationsof theCountypayable,asto bothprincipal andinterest,from the revenuesderivedby the
County from the operation of its sewersystem, afler provision has beenmade for the expenses of operation and
maintenance of the sewersystem,subjectto no prior lien grantedundertheAct. The Series2004Bondsareissued
on a parity with the County’s SewerRevenueBonds, Series1993; SewerRevenueBonds, Series1994B; Sewer
Improvementand RefundingRevenueBonds, Series 1998; SewerRevenueRefunding Bonds, Series2001; and
thosecertainLoan Agreementsbetweenthe County as Borrowerand theWater InfrastructureFinanceAuthority of
ArizonadatedFebruary1, 1996,June1, 1997,October27, 2000,andDecember28, 2001,respectively.Neitherthe
general credit nor any property of the County other than as provided in the Resolutionhas beenpledgedor
committedto the paymentof the Series2004Bonds. The Series2004 Bondsare not securedby an obligationor
pledgeof anytaxingpoweror moniesraisedtherebyandarenot a debtofanddonotconstitutea pledgeofthe faith
andcredit of theCounty.
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Board of Supervisors
Pima County, Arizona
May 11,2004
Page2

4. Intereston the Series2004 Bonds (a) is not includedin the grossincome of the ownersof the
Series2004Bondsfor federalincometax purposes,and is not anitemof tax preferencefor purposesof the federal
alternativeminimumtax; and (b) is not includedin thetaxableincomeof theownersof the Series2004Bondsfor
Stateof Arizona incometax purposes.No opinion is expressedregardingany otherfederal or State of Arizona
income tax consequences arising with respectto ownershipof the Series2004 Bonds. The opinion set forth in
clause (a) above is subject to the conditionthat the Countycomply with all requirementsof the InternalRevenue
Code of 1986,as amended,thatmustbe satisfiedsubsequentto the issuanceof theSeries2004 Bondsin orderfor
the interestthereonnot tobe includedingross incomeofthe ownersfor federalincometax purposes.Failure by the
County to comply with certainof these requirements could result in the intereston the Series2004 Bondsbeing
included in gross income for federal income tax purposesretroactiveto the date of issuance.The County has
eovenantedandagreedto comply withall suchrequirementsandour opinionassumessuchcompliance.

The rights of the owners of the Series 2004 Bonds and the enforceability thereof may be subject to
applicablebankruptcy,insolvency, reorganization,moratorium and other similar laws and equitableprinciples
generallyaffectingtheenforcementof creditors’ rights.

The opinions expressedin this letter are basedupon the law in effect on the date hereofand may be
affectedby actionstakenor omittedor eventsoccurringafterthe datehereof andweassumeno obligationto revise
or supplementthis opinion should such law be changedby legislative action, judicial decision, or otherwise,or to
determineor to informanypersonwhetherany suchactionsaretakenor omittedor any sucheventsoccur.

Respectfully submitted,

SNELL& WILMERL.L.P.
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The Auditor General is appointed by the Joint Legislative Audit Committee, a bipartisan committee composed of five
senators and five representatives. Her mission is to provide independent and impartial information and specific
recommendations to improve the operations of state and local government entities. To this end, she provides financial
audits and accounting services to the State and political subdivisions, investigates possible misuse of public monies, and
conducts performance audits of school districts, state agencies, and the programs they administer.

Copies of the Auditor General’s reports are free.

You may request them by contacting us at:

Office of the Auditor General
2910 N. 44th Street, Suite 410 • Phoenix, AZ 85018• (602) 553-0333

Additionally many of our reports can be found in electronic format at:

www.auditorgen.state.az.us
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Independent Auditors’ Report

Members of the Arizona State Legislature

The Board of Supervisors of Pima county, Arizona

We have audited the accompanying financial statements of the Pima County Department of
Wastewater Management as of and for the year ended June 30, 2003, as listed in the tabte of
contents. These financiat statements are the responsibility of the Department’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

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

As discussed in Note 1, the Pima County Department of Wastewater Management’s financial
statements are intended to present the financial position, and the changes in financial position and
cash flows, of only that portion of the business-type activities and major funds of Pima County that is
attributable to the Pima County Department of Wastewater Management Fund. They do not purport
to, and do not, present fairly the financial position of Pima County as of June 30, 2003, and the
changes in its financial position and its cash flows for the year then ended in conformity with U.S.
generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in alt material respects, the
financial position of the Pima County Department of Wastewater Management as of June 30, 2003,
and the changes in its financial position and its cash flows for the year then ended in conformity with
U.S. generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the financial statements of the
Pima county Department of Wastewater Management. The accompanying financial information listed
as supplementary schedules in the table of contents is presented for purposes of additional analysis
and is not a required part of the financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the financial statements taken as a whole.

Debbie Davenport
Auditor General

November 7, 2003



Assets

Pima County
Department of Wastewater Management
Statement of Net Assets—Enterprise Fund

June 30, 2003

Current assets:
Cash and cash equivalents
Interest receivable
Accounts receivable, net
Due from other Pima County funds
Due from other governments
Inventory of materials and supplies
Prepaid expenses

Total current assets

Noncurrent assets:
Restricted assets:

Cash and cash equivalents:
Restricted for debt service
Restricted for operation and maintenance
Held in escrow as construction contract retentions

Interest receivable
Total restricted assets

$ 966,267
7,021

6,859,763
1,675

287,517
2,610,951

-~ 128,877
10,862,071

Capital assets, net of accumulated depreciation where applicable:
Land and other improvements
Solid waste transfer stations, net
Conveyance systems, net
Treatment facilities, net
Equipment, net
Construction in progress

Total capital assets, net

Deferred financing costs

11,958,225
1,595,764

264,664,983
130,640,733

6,952,999
136,170,979
551,983,683

848,259

Total noncurrent assets 560,754,005

Total assets

See accompanying notes to financial statements.

2

$571 ,616,~QTh

(Continued)

1,245,429
3,669,003

2,987,679
19,952

7,922,063



Liabilities

Pima County
Department of Wastewater Management
Statement of Net Assets—Enterprise Fund

June 30, 2003
(Continued)

current liabilities:
Accounts payable
Accrued payroll and employee benefits
Due to other Pima County funds
Interest payable
current portion of sewer revenue bonds payable
Current portion of wastewater loans payable
Deferred sewer connection revenue
Deferred sludge hauling revenue

Total current liabilities

$ 8,371,812
3,146,908

10,967,672

11,714

4,965,000
4,269,721

1,346,678

500

33,080,005

Noncurrent liabilities:
construction contract retentions payable
Landfill closure and postclosure care costs payable
Sewer revenue bonds payable, less current portion
Wastewater loans payable, less current portion
Deferred interest expense and bond discount

Total noncurrent liabilities

Total liabilities

6,848,853

15,644,952

63,275,000

59,609,308

(5,469&~

)

139,908,284

172,988,289

Net Assets

Invested in capital assets, net of related debt
Restricted for:

Debt service
capital projects
Wastewater management

Unrestricted deficit

426,182,741

1,245,429

3,007,631

3,669,003

(35,477,017)

Total net assets

See accompanying notes to financial statements.
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Pima County
Department of Wastewater Management
Statement of Revenues, Expenses, and

Changes in Fund Net Assets—Enterprise Fund
Year Ended June 30, 2003

Operating revenues:
Sewer utility service
Solid waste fees
Engineering review and inspection fees
Permits and fines
Other income

Total operating revenues

Operating expenses:
Employee compensation
Operating supplies
Utilities
Sludge and refuse disposal
Repairs and maintenance
Landfill closure and postclosure care costs
General and administrative
Consultants and professional services
Depreciation

Total operating expenses

Operating loss

Nonoperating revenues (expenses):
Grant revenue
Interest income
Sewer connection revenue
State-shared tax revenue
Loss on disposal of equipment
Interest expense
Amortization of deferred charges

Total nonoperating revenues (expenses)

Loss before capital contributions and extraordinary item

Capital contributions
Extraordinary item—loss from State Treasurer’s Local

Government Investment Pool

Increase in net assets

Net assets—July 1, 2002

Net assets—June 30, 2003

$ 45,318,741
5,690,740

245,820
91,024

870,785
52,217,110

25,377,959
5,227,812
1,976,584
2,241,854
5,105,339
1,078,282
8,025,785
3,646,323

16,670,498
69,350,436

(17,133,326)

303,934
1,014,349

20,279,607
958,603

(213,135)
(5,271,134)

(88,645)
16,983,579

(149,747)

13,702,141

(1,263,168)

12,289,226

386,338,561

$ 398,627j~Z

See accompanying notes to financial statements.
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Pima County
Department of Wastewater Management

Statement of Cash Flows—Enterprise Fund
Year Ended June 30, 2003

Cash flows from operating activities:
Receipts from customers
Miscellaneous receipts
Payments to suppliers for goods and services
Payments to other Pima County funds
Payments to employees

Net cash provided by operating activities

Cash flows from noncapital financing activities:
Noncapital grant receipts
State-shared tax receipts
Net interfund borrowings

Net cash provided by noncapital financing activities

$ 51,598,819

2,449,039

(19,752,290)

(8,814,623)

(24,872,770)

608,175

cash flows from capital and related financing activities:
Proceeds from loans
Sewer connection receipts from customers
Purchase and construction of capital assets
Principal payments on revenue bonds and loans
Interest payments on revenue bonds and loans

Net cash used for capital and related financing activities

Cash flows from investing activities:
Loss from State Treasurer’s Local Government Investment Pool
Interest received on investments

Net cash used for investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, July 1, 2002

9,745,533
19,701,257

(59,227,759)

(8,886,774)

(4,742.206

)

(43,409,949)

(1,263,168)
1,124,948

(138,220)

(30,695,264)

39.563,642

Cash and cash equivalents, June 30, 2003

See accompanying notes to financial statements.
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Pima County
Department of Wastewater Management

Statement of Cash Flows—Enterprise Fund
Year Ended June 30, 2003

(Continued)

Reconciliation of operating loss to net cash
provided by operating activities:

Operating loss

Adjustments to reconcile operating loss to
net cash provided by operating activities:

Depreciation
Landfill closure and postclosure care costs
Changes in assets and liabilities:

Decrease (increase) in assets:
Accounts receivable
Due from other governments
Inventory of materials and supplies
Prepaid expenses

Increase (decrease) in liabilities:
Accounts payable
Accrued payroll and employee benefits

$(17,1 33,326)

16,670,498
1,078,282

1,497,046
333,702
(54,092)
(47,448)

(2,236,910)
505,189

Due to other Pima County funds f4j66)

Net cash provided by operating activities

Noncash investing, capital, and noncapital financing activities:

S 608,175

During the year ended June 30, 2003, Pima County transferred capital assets with a net book value
of $1,228,477 to the Department. This transaction was recorded as a capital contribution.

During the year ended June 30, 2003, the Department retired capital assets with a net book value
of $213,135, resulting in a loss on disposal of equipment.

During the year ended June 30, 2003, developers conveyed capital assets with an estimated fair
value of $12,473,664 to the Department. This transaction was recorded as a capital contribution.

See accompanying notes to financial statements.
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Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Note I - Summary of Significant Accounting Policies

The accounting policies of the Department of Wastewater Management conform to
generally accepted accounting principles applicable to governmental units adopted by
the Governmental Accounting Standards Board (GASB). A summary of the Department’s
more significant accounting policies follows.

A. Reporting Entity

The Department is accounted for as an enterprise fund of Pima county, Arizona, and is
responsible for managing and operating all liquid and solid waste programs in Pima
County. The Department’s management is directed by an administrator appointed by the
Pima County Board of Supervisors. However, ultimate financial accountability for the
Department remains with Pima County.

B. Fund Accounting

The Department’s accounts are maintained in accordance with the principles of fund
accounting to ensure that limitations and restrictions on the Department’s available
resources are observed. The principles of fund accounting require that resources be
classified for accounting and reporting purposes into funds in accordance with the
activities or objectives specified for those resources. A fund is considered a separate
accounting entity, and its operations are accounted for in a separate set of
self-balancing accounts that comprise its assets, liabilities, net assets, revenues, and
expenses.

The Department’s financial transactions are recorded and reported as an enterprise fund
because its operations are financed and operated in a manner similar to private business
enterprises, in which the intent of the Board of Supervisors is that the costs (expenses,
including depreciation) of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges.

C. Basis of Accounting

Basis of accounting relates to the timing of the measurements made, regardless of the
measurement focus applied, and determines when revenues and expenses are
recognized in the accounts and reported in the financial statements. The Department’s
financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recognized when they are earned, and
expenses are recognized at the time liabilities are incurred, regardless of when the
related cash flows take place. When both restricted and unrestricted net assets are
available to finance departmental expenses, restricted resources are used before
unrestricted resources. Interfund transactions
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Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

that would be treated as revenues or expenses if they involved parties external to Pima
County are recorded in the appropriate revenue or expense accounts. Intrafund
transactions within the Department are eliminated for the consolidated financial
statement presentation.

The Department follows those Financial Accounting Standards Board Statements and
Interpretations issued on or before November 30, 1989; Accounting Principles Board
Opinions; and Accounting Research bulletins, unless those pronouncements conflict with
GASB pronouncements.

D. Basis of Presentation

The financial statements include a statement of net assets; a statement of revenues,
expenses, and changes in fund net assets; and a statement of cash flows.

A statement of net assets provides information about the assets, liabilities, and net
assets of the Department at the end of the year. Assets and liabilities are classified as
either current or noncurrent. Net assets are classified according to external restrictions
or availability of assets to satisfy the Department’s obligations. Invested in capital
assets net of related debt represents the value of capital assets, net of accumulated
depreciation, less any outstanding debt incurred to acquire or construct the assets.
Restricted net assets represent grants, contracts, and other resources that have been
externally restricted for specific purposes. Unrestricted net assets include all other net
assets, including those that have been designated by management to be used for other
than general operating purposes.

A statement of revenues, expenses, and changes in fund net assets provides information
about the Department’s financial activities during the year. Revenues and expenses are
classified as either operating or nonoperating, and all changes in net assets are
reported, including capital contributions and extraordinary items. Generally, operating
revenues, such as sewer utility service and solid waste fees, result from transactions
associated with the Department’s principal activities. Other revenues, such as sewer
connection revenues and interest earnings, are not generated from operations and are
considered to be nonoperating revenues.

A statement of cash flows provides information about the Department’s sources and uses
of cash and cash equivalents during the year. Increases and decreases in cash and cash
equivalents are classified as either, operating, noncapital financing, capital financing, or
investing.
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Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

E. Cash and Cash Equivalents

For purposes of the statement of cash flows, cash and cash equivalents consist of cash
on hand, cash and investments held by the Pima County Treasurer, investments with the
State Treasurer, and deposits held in escrow accounts from both restricted and
unrestricted sources. Unrestricted cash and cash equivalents consist of cash on hand,
cash and investments held by the Pima County Treasurer in an investment pool, and
investments with the State Treasurer. Restricted cash and cash equivalents consist of
cash and investments held by the Pima County Treasurer in an investment pool, and
deposits held in escrow accounts. All investments are stated at fair value.

F. Deferred Charges

Deferred charges (primarily bond and loan issuance costs) are being amortized over the

life of the related debt using the straight-line method.

G. Capital Assets

capital assets are reported at actual cost. Donated assets are reported at estimated fair
value at the time received. The Department capitalizes all land and buildings regardless
of cost and all other property, plant and equipment valued at $5,000 and above, costs
for internally constructed capital assets include material, direct labor, engineering,
interest, and allocated portions of other indirect costs related to the construction
projects. Depreciation of such assets is charged as an expense against operations. These
assets are depreciated over their estimated useful lives using the straight-line method.
The estimated useful lives are as follows:

Treatment facilities and equipment 3 to 50 years
Conveyance systems 50 years
Solid waste transfer stations 50 years

H. Compensated Absences

Compensated absences consist of annual leave and a calculated amount of sick leave
earned by employees based on services already rendered. Employees may accumulate
up to 240 hours of annual leave, but must forfeit any annual leave hours in excess of the
maximum that are unused at the end of the payroll period in which the employee’s
anniversary date falls. Upon termination, all unused and unforfeited annual leave
benefits are paid to employees. Accordingly, annual leave benefits are accrued as a
liability in the financial statements. Employees may accumulate an unlimited number of
sick leave hours.

9



Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Generally, sick leave benefits provide for ordinary sick pay and are cumulative, but do
not vest with employees and therefore, are not accrued in the financial statements.
However, for employees who retire with 20 years or more of continuous service or who
have a combined total of age and years of service equal to 80 points, and who retire
from service into the Arizona State Retirement System, sick leave benefits do vest and,
therefore, are accrued.

I. Construction Contract Retentions

The Department has numerous construction projects in process. The Department retains
a percentage of each progress payment until the project’s successful completion. In
some instances, contract retentions are deposited in escrow accounts so contractors
may earn interest during the construction period.

J. Deferred Interest Expense

For advance refundings resulting in defeasance of debt, the difference between the
reacquisition price and net carrying amount of the old debt is deferred and amortized as
a component of interest expense over the life of the refunded debt or the refunding
debt, whichever is shorter. This deferred amount is reported as a deduction from the
new debt liability on the statement of net assets.

K. Revenues

Sewer utility billings are based on the content and volume of wastewater discharged and
a minimum charge for service. Solid waste fees are based on landfill location, weight of
disposed material, and material type.

Land developers contribute capital and aid in the construction of certain portions of the
conveyance systems. Contributions are recorded as an increase in net assets at their
estimated fair value. In those instances where a developer makes enhancements that
exceed the requirements for the conveyance systems, the Department establishes
reduced fees and credits that can be used to offset future fees charged to developers
for each new connection to the conveyance systems. These credits are recorded as
deferred sewer connection revenue and recognized as income when connection permits
are issued.

Sewer connection fees are assessed to land developers based on the type and number of
fixtures attached to the conveyance systems. Fees are established at a level to provide
for the recovery of the Department’s operating expenses that are not recovered by the
sewer utility service fees. Accordingly, fees collected are classified as nonoperating
revenues.
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Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Note2- Cash and Cash Equivalents

cash and cash equivalents consisted of the following amounts:

current assets:
Cash on hand
cash and investments held by the Pima County Treasurer
Investments with State Treasurer

Total current cash and cash equivalents

$ 3,850
864,313
98,104

966,267

Restricted assets:
Cash and investments held by the Pima County Treasurer
Deposits held in escrow accounts

Total restricted cash and cash equivalents

Total cash and cash equivalents

4,914,432
2,987,679
7,902,111

$8,868,371

The Department’s cash and investments held by the Pima county Treasurer represent a
proportionate interest in the County Treasurer’s investment pool portfolios. This portion
is not identified with specific investments and is not subject to custodial credit risk.

In addition, the investments with the State Treasurer represent investments in the State
Treasurer’s Local Government Investment Pool. The State Board of Investment provides
oversight for the State Treasurer’s pools, and the Local Government Investment Pool
Advisory committee provides consultation and advice to the Treasurer. The fair value of
a participant’s position in the pool approximates the value of that participant’s pool
shares. Those shares are not identified with specific investments and are not subject to
custodial credit risk.

Of the deposits held in escrow by financial institutions, $100,000 was covered by federal
depository insurance and $2,887,679 was uninsured and uncollateralized.
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Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Note 3 - Capital Asset Activity

Capital asset activity for the year ended June
schedule:

30, 2003, is presented in the following

Capital assets not being
depreciated:
Land and other improvements

Construction in progress
Total capital assets not being

depreciated

Balance
July 1, 2002 Increases

Balance
Decreases June 30, 2003

(401,813) 148,129,204

Capital assets being depreciated:

Transfer stations

Conveyance systems

Treatment facilities

Equipment
Total capital assets being

depreciated
Less accumulated depreciation

for:
Transfer stations
Conveyance systems

Treatment facilities

Equipment

Total accumulated
depreciation

Total capital assets being
depreciated, net

Total capital assets, net

2,168,380
386,816,567
214,237,033

14,835,405

618,057.385

(530,141)

(126,621,930)

(76,509,958)

(9,117,814

)

(212,779.843

)

405,277,542

S 491,023,480

12,929,925

18,923

2,792,193

15,741,041

(42,475)

(8,459,579)

(7,105,265)

(1,343,650

)

(16,950,969

)

(1,209.928

)

S 61,575,151

2,168,380

399,746,492

214,255,956

(645,017) 16,982,581

(645,017) 633,153,409

(572,616)
(135,081,509)

(83,615,223)

431,882 (10.029,582

)

431,882 ~J229,298,930

)

(213,135) 403,854,479

$~614,948) S 551,983,683

$ 11,858,947

73,886,991

$ 99,278

62.685,801

85,745,938 - 62,785,079

$ 11,958,225

$(401,813) 136,170,979
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Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Balance
July 1,2002

Sewer revenue bonds
Less unamortized deferred

amounts
Total revenue bonds

payable
Wastewater loans payable
Less unamortized deferred

amounts
Total loans payable
Landfill closure and

postclosure care costs
Construction contract

retentions payable
Total long-term liabilities

67,811,032 4,712,970 63~098,062 4,965,000
57,820,270 $ 9,745,533 3,686,774 63,879,029 4,269,721

364,323 36.432 327,891
57,455,947 9,745,533 3,650,342 63,551,138 4,269,721

14,566,670 1,078,282 15,644,952

3,684,792 4,156,410 992,349 6,848,853 _________

S143,518,44i $14,98Q225 $9,355,661 S149,143,005 $9,234,721

Sewer Revenue Bonds—The Department has issued several series of sewer revenue
bonds (Series 1993, Refunding 1994A, Series 1994B, Series 1998, and Series 2001) to
provide funds for the defeasance of prior sewer revenue bonds, the construction of a
utility plant, and improvements to the sewer system. The bonds are callable at various
prices depending on the date of call. Interest on the bonds is payable semiannually. Of
the total amount originally authorized, $23,910,000 from the May 20, 1997, bond
election remains unissued.

Loans Payable—The Department has entered into three loan agreements with the Water
Infrastructure Financing Authority of Arizona (1996, 1997, and 2000 loans payable) to
provide funds for the defeasance of prior sewer revenue bonds and the construction and
improvement of wastewater treatment facilities. Interest is payable semiannually and is
calculated based on the principal amount of the loan outstanding during such period.

At June 30, 2003, the Department has drawn down only $54,009,932 of the $61,180,286
authorized loan amount for the 2000 Water Infrastructure Financing Authority of Arizona
loan. Payments of principal, which are subject to change, are based upon the total
amounts drawn.

Note 4 - Long-Term Liabilities

The following schedule details the Department’s
activity for the year ended June 30, 2003:

long-term liability and obligation

Balance Due Within
Increases Decreases June 30, 2003 1 year

$ 73,440,000 $5,200,000 $ 68,240,000 $4,965,000

5,628,968 487S!3Q 5.141,938
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Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Debt covenants—All revenue bonds were issued and the loan agreements were executed
with a first lien on the first pledge of the Department’s net revenues and have
restrictive covenants, primarily related to minimum utility rates and limitations on
future bond issues. The bond covenants also require the Department to either maintain
a surety bond guaranteeing the payment of annual debt service or to maintain in the
Bond Reserve Account monies equal to the average annual debt service payment. At
June 30, 2003, the Department had a surety bond in place to meet the requirements of
the debt covenants. The Department is also authorized to issue additional parity bonds
if certain conditions are met (primarily that net revenues for the fiscal year immediately
preceding issuance of the parity bonds exceed 120 percent of the maximum annual debt
service requirements immediately after such issuance).

Bonds and loans outstanding at June 30, 2003, were as follows:

Outstanding
Principal

__________ ______ _________ June 30, 2003

Series 1993 5.6-6.5% 2004 -2005 $ 615,000
Refunding 1994A 4.5-5.0% 2004 -2015 25,520,000
Series 1994B 5.5% 2004 580,000
Series 1998 4.0-5.5% 2004 -2015 23,395,000
Refunding 2001 4.0-5,4% 2004 -2015 18,130,000

Total bonds payable S68~240,000

1996 loan payable 11,313,350
1997 loan payable 4,757,899
2000 loan payable 47,807,780

Total loans payable $63,879,029

Interest
Description Rates Dates

Maturity

3.19% 2004 -2012
2.95% 2004 -2011
2.02% 2004 -2016
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Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Revenue bond debt service and loan payment requirements to maturity, are as follows:

Revenue Loan Debt
Revenue Bond Debt Service Service

Interest Principal Interest
Principal -

Year ending June
30,

2004 $ 4,965,000 $ 3,315,426 $ 4,269,721 $ 2,350,906
2005 4,595,000 3,067,341 4,950,734 2,194,315
2006 4,470,000 2,841,886 5,502,957 2,012,687
2007 5,525,000 2,622,699 4,892,394 1,810,721
2008 5,800,000 2,340,529 5,098,403 1,631,275
2009-2013 28,990,000 7,580,549 30,053,570 4,955,200
2014-2016 13,895,000 1,064,456 9,111,250 480,949

Total $22, 832,Ifl6 S63,879,029 $15,436,053

Refunded Sewer Revenue Bonds Outstanding—The Department used the proceeds of
the 1996 loan payable to refund certain sewer revenue bonds. The proceeds were used
to purchase U.S. government securities, which were placed in irrevocable trusts with
the escrow agents to provide for future debt service payments on the refunded bonds.
Accordingly, the trust account assets of $2,952,256 and the liability for the defeased
bonds listed below are not included in the Department’s financial statements:

Outstanding
Interest Maturity Principal

Description Rates Dates June 30. 2003

Series 1993 5.0-5.9% 2006-2012 $2,845,000

Landfill closure and Postclosure Care costs—State and federal laws and regulations
require the Department to place a final cover on its solid waste landfill sites when these
sites stop accepting waste and to perform certain maintenance and monitoring functions
at the sites for 30 years after closure. Although closure and postclosure care costs will
not be paid until near or after the date that the landfill stops accepting waste, the
Department reports a portion of these closure and postclosure care costs in each
operating period even though actual payouts will not occur until the landfill is closed.
The amount recognized each year is based on landfill capacity used at the end of each
fiscal year. The $15,644,952 reported as landfill closure and postclosure care liability at
June 30, 2003, represents the cumulative amount reported to date based on the use of
90, 99, and 78 percent of the estimated capacity of the Ajo, Sahuarita, and Tangerine
landfills, respectively. The Department will recognize the remaining estimated cost of
closure and postclosure care of $3,309,607 as the remaining estimated capacity of each
landfill is filled. These amounts are based on what it would cost to perform all closure
and postclosure care in fiscal year 2003. The Department expects to close the Ajo,
Sahuarita, and Tangerine, landfills in the years 2007, 2003, and 2008, respectively, and
actual costs may be higher due to inflation, changes in technology, or changes in
regulations.
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According to state and federal laws and regulations, the County must comply with the
local government financial test requirements that assure the County can meet the costs
of landfill closure, postclosure and corrective action when needed. The County is in
compliance with these requirements.

El Camino del Cerro Landfill stopped accepting waste during 1978 and is not subject to
the state and federal regulations referred to above. However, the Arizona Department
of Environmental Quality (ADEQ) has filed a complaint pursuant to other state and
federal laws alleging that hazardous substances have been released at the landfill. The
county has entered into settlement negotiations with the ADEQ to resolve the cleanup
litigation. The County has also voluntarily incurred cleanup expenses for a soil vapor
extraction system, a series of drainage improvements, a re-grade of the landfill cap, and
groundwater remediation. No liability has been recognized in the financial statements
because the outcome of the litigation is uncertain, The County’s cleanup costs could
total $3.6 million, and county management plans to finance any required cleanup costs
through future bond issues.

construction Contract Retentions Payable—State laws and regulations require the
Department to withhold a portion of progress payments made on construction contracts
until the successful completion of the construction project.

Note 5 - Due To Other Pima County Funds

Amounts due to other Pima County funds at June 30, 2003, include $10,843,386 due to
the General Fund, $68,305 due to the Special Revenue Funds, and $55,981 due to the
Capital Projects Fund. Of the amount due to the General Fund, $10,823,837 represented
a short-term loan to eliminate a negative cash balance within the Department. This cash
deficit can be eliminated in the future through normal operations or by operating
transfers from the General Fund.

Note 6 - Related Party Transactions

Administrative and Fiscal Services—The Department incurred expenses from Pima
County for a variety of administrative and fiscal services, including $1,676,352 for the
allocation of overhead; $763,916 for self-insurance premiums; $2,735,128 for
interdepartmental supplies and services charges; $1,834,037 for motor pool charges;
$410,511 for professional charges; $400,357 for repair and maintenance charges;
$94,867 for printing charges; and $445,082 for miscellaneous other charges.

16



Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Public Works Center—The Department occupies a portion of the Public Works Center
and pays rent based on a pro rata share of the building expenses incurred by the Pima
County Facilities Management department. The Department’s rent expense totaled
$449,607 for the year ended June 30, 2003.

Note 7 - Significant Commitments

Commitments under construction contracts at June 30, 2003, totaled $40,370,425.

Note 8 - Risk Management

The Department is a participant in Pima county’s self-insurance program. The County’s
self-insurance program covers the Department for risks of loss related to torts; theft of,
damage to, and destruction of assets; errors and omissions; injuries to employees; and
natural disasters. In the opinion of the Department’s management, any unfavorable
outcomes from these types of risks would be covered by that self-insurance program.
Accordingly, the Department has no risk of loss beyond adjustments to future years’
premium payments to Pima County’s self-insurance program. All estimated losses for
these unsettled claims and actions of Pima County are determined on an actuarial basis
and are included in the Pima County Comprehensive Annual Financial Report.

Risks of loss arising from contractual breaches are not covered by the county’s self-
insurance program or commercial insurance. The Department’s management does not
believe that these types of losses would be material to the financial statements;
therefore, no accrual of losses has been made within the financial statements. At June
30, 2003, there were no material lawsuits related to contractual breaches.

The Department has received a Notice of Violation from the ADEQ that could result in
various penalties, fines or remediation requirements as a result of the Northwest Outfall
sewer line failure, which ruptured on September 7, 2002, causing several sink holes and
discharging raw sewage into the Santa Cruz River. The Department is currently in a 90-
day negotiation period with ADEQ, and is unable to speculate on a possible settlement
agreement or the resulting financial impact of any such agreement at this time. Previous
Notice of Violations received by the Department have not resulted in financial penalties,
however the violations were not of the same magnitude as the most recent sewer line
failure. Any loss incurred by the Department for the sewer rupture will not be covered
by the County’s self insurance program since that program does not cover risks of loss
related to maintenance issues.
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Note 9 - Intergovernmental Agreement

The City of Tucson, Metropolitan Domestic Water Improvement District (MDWID) and Oro
Valley Water provide sewer utility billing and collection services, certain computer
services, accounting information, and statistical data to the Department. During the
year ended June 30, 2003, the Department paid fees totaling $1,360,443, $107,111, and
$97,917, respectively, for such services. As part of its agreement, the City of Tucson
invests cash collected from utility customers and held for remittance to the
Department. Interest earnings on such investments are remitted to the Department. The
MDWID and Oro Valley Water submit cash receipts to the Department regularly.
However, cash collections are not invested, and therefore, neither MDWID or Oro Valley
Water remit interest to the Department.

Note 10 - Segment Information

Liquid Waste, a division of the Department, is reported within the Department’s
enterprise fund. Liquid Waste operates the sewer system which provides wastewater
collection, treatment, and disposal throughout Pima County. All revenues generated by
the ownership, use, and operation of Pima County’s sewer system are pledged in support
of sewer system debt. In addition, debt covenants require sewer system revenues,
expenses, gains, losses, assets, and liabilities to be accounted for separately. As a
result, condensed financial information for Liquid Waste is presented in the following
tables:

condensed Statement of Net Assets

Assets
current assets
Due from other Pima County funds
Restricted assets
Capital assets, net of accumulated depreciation
Other noncurrent assets

Total assets

Liabilities
Current liabilities
Due to other Pima County funds
Noncurrent liabilities

Total liabilities

Net Assets
Invested in capital assets, net of related debt
Restricted
Unrestricted deficit

Total net assets

Liquid Waste

$ 7,286,464
1,675

7,922,063
540,657,461

848,259
556,715,922

21,594,026
10,963,213

124,263,332
156,820,571

414,856,520
7,922,063

(22,883,232

)

S399,895,351
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Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Condensed Statement of Revenues, Expenses,
and Changes in Fund Net Assets

Operating revenues (expenses)
Sewer utility service
Other operating revenues
Depreciation expense
Other operating expenses

Liquid Waste

$ 45,318,741
1,157,352

(16,364,451)
(46,377,358)

Operating loss

Nonoperating revenues (expenses)
Sewer connection revenue
Other nonoperating revenues
Interest expense
Other nonoperating expenses

Capital contributions
Extraordinary item—loss from State Treasurer’s Local

Government Investment Pool

Change in net assets

Net assets, July 1, 2002

Net assets, June 30, 2003

Condensed Statement of Cash Flows

(16,265,716)

20,279,607
1,281,919

(5,271,123)
(239,152)

12,473,664

(1,186,975)

11,072,224

388,823,127

$399,895,351

Net cash provided by (used for)
Operating activities
Noncapital financing activities
Capital and related financing activities
Investment activities

$ (31,576)
13,240,942

(43,075,177)
(97,048)

Decrease in cash

Cash and cash equivalents, July 1, 2002

Cash and cash equivalents, June 30, 2003

(29,962,859)

37,867,420

$ 7,904,561
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Pima County
Department of Wastewater Management

Notes to Financial Statements
June 30, 2003

Note 11 - Retirement Plan

Plan Description—The Department contributes to a cost-sharing multiple-employer
defined benefit pension plan administered by the Arizona State Retirement System that
covers general employees of the Department. Benefits are established by state statute
and generally provide retirement, death, long-term disability, survivor, and health
insurance premium benefits. The System is governed by the Arizona State Retirement
System Board according to the provisions of Arizona Revised Statutes Title 38, Chapter
5, Article 2.

The System issues a publicly available annual financial report that includes its financial
statements and required supplementary information. The most recent report may be
obtained by writing the System, 3300 North Central Avenue, P.O. Box 33910, Phoenix,
Arizona 85067-3910, or by calling (602) 240-2000 or (800) 621-3778.

Funding Policy—The Arizona State Legislature establishes and may amend active plan
members’ and the Department’s contribution rates. For the year ended June 30, 2003,
active plan members and the Department were each required by statute to contribute
at the actuarially determined rate of 2.49 percent (2.00 percent retirement and 0.49
percent long-term disability) of the members’ annual covered payroll. The Department’s
contributions to the system for the years ended June 30, 2003, 2002, and 2001, were
$495,645, $449,580, and $427,785, respectively, which were equal to the required
contributions for the year.
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Pima County
Department of Wastewater Management

Combining Statement of Net Assets
June 30, 2003

Assets
Current assets:

cash and cash equivalents
Interest receivable
Accounts receivable, net
Due from other Pima County funds
Intrafund due from (due to)
Due from other governments
Inventory of materials and supplies
Prepaid expenses

Total current assets

Noncurrent assets:

Restricted assets:

Cash and cash equivalents:
Restricted for debt service
Restricted for operation and maintenance
Held in escrow as construction contract retentions

interest receivable
Total restricted assets

Capital assets, net of accumulated depreciation
where applicable:

Land and other improvements
Solid waste transfer stations, net
Conveyance systems, net
Treatment facilities, net
Equipment, net
Construction in progress

Total capital assets, net

Deferred financing costs

Total noncurrent assets

Total assets

$ 2,450
3,946

6,413,912

1,675
(1,955,798)

87,517
2,610,951

123,486 ___________

7,288,139 __________

4,117,586 7,840,639
1,595,764

(Continued)

Liquid Waste Solid Waste

$ 963,817

3,075
445,851

1,955,798
200,000

5,391

_3~,573332

Total

$ 966,267

7,021

6,859,763
1,675

287,517

2,610,951
128,877

10,862.071

1,245,429
3,669,003
2,987,679

19,952
7,922,063

1,245,429
3,669,003
2,987,679

19,952
7,922,063

11,958,225

1,595,764
264,664,983

130,640,733

5,063,180

136,170,979

540,657,461

264,664,983

130,640,733

1,889,819 6,952,999

____________ 136,170,979
11 ,326,222 551,983,683

848,259 848,259

549,427,783 11,326,222 560,754,005

$556,715,922 $14,900,154 $571 ,616,LQ74
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Pima County
Department of Wastewater Management

Combining Statement of Net Assets
June 30, 2003

(Continued)

Liabilities Liquid Waste Solid Waste Total

Current liabilities:

Accounts payable
Accrued payroll and employee benefits
Due to other Pima County funds
Interest payable

Current portion of sewer revenue bonds payable
Current portion of wastewater loans payable
Deferred sewer connection revenue
Deferred sludge hauling revenue

Total current liabilities

$ 8,066,815
2,933,598

10,963,213
11,714

4,965,000

4,269,721
1,346,678

500
32,557,239

$ 304,997
213,310

4,459

522,766

$ 8,371,812
3,146,908

10,967,672
11,714

4,965,000
4,269,721
1,346,678

500

33,080,005

Noncurrent liabilities:
Construction contract retentions payable

Landfill closure and postclosure care costs payable

Sewer revenue bonds payable, less current portion
Wastewater loans payable, less current portion
Deferred interest expense and bond discount

Total noncurrent liabilities

6,848,853
15,644,952

63,275,000

59,609,308
(5,469,829

)

139,908,284

Total liabilities 156,820,571 16,167,718 172,988,289

Net Assets

invested in capital assets, net of related debt
Restricted for:

Debt service

Capital projects
Wastewater management

Unrestricted deficit

414,856,520

1,245,429
3,007,631
3,669,003

(22.883,232)

11,326,221

(12,593,785)

426,182,741

1,245,429

3,007,631
3,669,003

(35,477,017)

Total net assets $399,895,351 S (1,267,564) $398,627,787

6,848,853

63,275,000
59,609,308

(5,469,829

)

124,263,332

15,644,952

15,644,952
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Pima County
Department of Wastewater Management

Combining Statement of Revenues, Expenses,
and Changes in Fund Net Assets

Year Ended June 30, 2003

Operating revenues:

Sewer utility service

Solid waste fees
Engineering review and inspection fees

Permits and fines

Other income

Total operating revenues

Operating expenses:
Employee compensation

Operating supplies

Utilities

Sludge and refuse disposal

Repairs and maintenance
Landfill closure and postclosure care costs
General and administrative
Consultants and professional services
Depreciation

Total operating expenses

Operating loss

Liquid Waste

$ 45,318,741

245,820
91,024

820,508
46,476,093

23,369,572

5,226,695
1 ,921 ,41 3

2,052,083
4,700,639

6,409,429
2,697,527

16,364,451
62,741,809
(16,265,716)

Solid Waste

$ 5,690,740

50,277

5, 74L01 7

2,008,387

1,117
55,171

189,771
404,700

1,078,282

1,616,356
948,796

306,047
6,608,627

(867,610)

Total

$ 45,318,741
5,690,740

245,820
91,024

870,785
52,217,110

25,377,959

5,227,812
1,976,584
2,241,854
5,105,339
1,078,282
8,025,785
3,646,323

16,670,498
69,350,436

(17,133,326)

Nonoperating revenues (expenses):

State-shared tax revenue

Loss on disposal of equipment
Interest expense

Amortization of deferred charges
Total nonoperating revenues (expenses)
Income (loss) before capital contributions and
extraordinary item

Capital contributions

Extraordinary item—loss from State Treasurer’s Local
Government Investment Pool

Increase in net assets

Net assets—July 1, 2002

Net assets—June 30, 2003

(88,645

)

16,051,251

(214,465)

12,473,664

(1,186,975)

11,072,224

388~823,1 27

$399,895,351

932,328

64,718

1,228,477

(76,193)

1,217,002

(2,484,566

)

5(1,267,564)

(88,~45

)

16,983,579

(149,747)

13,702,141

(1,263,168)

12,289,226

386,338,561

5398.627,787

Grant revenue
Interest income
Sewer connection revenue

303,934
977,985

20,279,607

(150,507)
(5,271,123)

36,364

958,603

(62,628)
(11)

303,934
1,014,349

20,279,607
958,603

(213,135)
(5,271,134)
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Pima County
Department of Wastewater Management

Combining Statement of Cash Flows
Year Ended June 30, 2003

Cash flows from operating activities:
Receipts from customers
Miscellaneous receipts
Payments to suppliers for goods and services

Payments to other Pima County funds

Payments to employees
Net cash provided by (used for) operating activities

Liquid Waste

$ 45,982,447
2,398,762

(18,288,106)
(7,241,725)

(22,882,954)
(31,576)

Solid Waste

$ 5,616,372
50,277

(1,464,184)

(1,572,898)
(1,989,816

)

639,751

Total

$ 51,598,819
2,449,039

(19,752,290)
(8,814,623)

(24,872,770)
608,175

Cash flows from noncapital financing activities:
Noncapital grant receipts
State-shared tax receipts

Net intrafund borrowings
Net interfund borrowings

Net cash provided by (used for) noncapital
financing activities

303,934
958,603

1,955,798 (1,955,798)
____________ 983

Cash flows from capital and related financing activities:

Proceeds from issuing sewer bonds and loans
Sewer connection receipts from customers
Purchase and construction of capital assets
Principal payments on revenue bonds and loans
Interest payments on revenue bonds and loans

Net cash used for capital and related
financing activities

9,745,533

19,701,257

(58,892,987)
(8,886,774)
(4,742,206

)

(43,075,177)

9,745,533

19,701,257

(334,772) (59,227,759)
(8,886,774)
(4,742,206

)

(334,772) (43,409,949)

Cash flows from investing activities:
Loss on investments
Interest received on investments

Net cash used for investing activities

(1,186,975)
1,089,927

(97,048)

(76,193)
35,021

(41,172)

(1,263,168)
1,124,948

(138,220)

Net decrease in cash and cash equivalents (29,962,859) (732,405) (30,695,264)

Cash and cash equivalents, July 1, 2002 37,867,420 I ,696,222 39,563,642

Cash and cash equivalents, June 30, 2003 $ 7,904,561 $ 963,817 $ 8,868j78

(Continued)

10,981,210

13,240,942

303,934
958,603

10,982,193

12,244,730(996,212)

25



Pima County
Department of Wastewater Management

Combining Statement of Cash Flows
Year Ended June 30, 2003

(Continued)

Reconciliation of operating loss to net cash

provided by operating activities:

Operating loss

Liquid Waste

$(1 6,265,716) $ (867,610) $(17,133,326)

Adjustments to reconcile operating loss to
net cash provided by (used for) operating

activities:

Depreciation
Landfill closure and postclosure care costs
Changes in assets and liabilities:

Decrease (increase) in assets:

Accounts receivable
Due from other governments
lnventory of materials and supplies
Prepaid expenses

Increase (decrease) in liabilities:
Accounts payable

Accrued payroll and employee benefits

Due to other Pima County funds

16,364,451 306,047
1,078,282

I ,578,255 (81,209)
326,862 6,840
(54,092)
(44,508) (2,940)

(2,423,446) 186,536
486,618 18,571

Net cash provided by (used for) operating activities S (31,57~ S 639,751 S 608.175

Noncash investing, capital, and noncapital financing activities:

During the year ended June 30, 2003, Pima County transferred capital assets with a net book value
of $1,228,477 to the Solid Waste Division. This transaction was recorded as a capital contribution.

During the year ended June 30, 2003, the Solid Waste Division retired capital assets with a net
book value of $62,628, resulting in a loss on disposal of equipment.

During the year ended June 30, 2003, the Liquid Waste Division retired capital assets with a net
book value of $150,507, resulting in a loss on disposal of equipment.

During the year ended June 30, 2003, developers conveyed capital assets with an estimated fair
value of $12,473,664 to the Liquid Waste Division. This transaction was recorded as a capital
contribution.

Solid Waste Total

16,670,498
1,078,282

1,497,046
333,702
(54,092)
(47,448)

(2,236,910)
505,189

(4,766) (4,766)
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COUNTY ADMINISTRATOR’S OFFICE
PJMA couNTc’GOVERNMENTAL.CENTER
130 W. CONGRESS,TUCSON,AZ 85701-1317
(520) 740-8661 . : : ~ • • FAX (52ci) 740.8171

C. H.HUCKELBERRY . . ~

CountyAdministrator

December1, 2003

TheHonorableBoardof Supervisors
PimaCounty,Arizona

We are pleasedto submit,in accordancewith statestatutes,the ComprehensiveAnnual FinancialReport
(CAFR) of Pima County,preparedby theFinanceDepartment,for the fiscal year endedJune30, 2003.
This reportpresentscomprehensivefinancialand operatinginformation aboutthe County’s activities for
the fiscal yearthat is useftul to its propertyowners,businessesandotherresourceproviders.Responsibility
for boththeaccuracyof thepresenteddataandthecompletenessand fairnessof thepresentation,including
all disclosures,restswith theCounty.

This reporthas beenpreparedfollowing the standardsadoptedand promulgatedby the Governmental
Accounting StandardsBoard (GASB). This is the secondyear the County has implementedGASB
Statement34,Basic FinancialStatements-andManagement’sDiscussionandAnalysis-forStateandLocal
Governmerg~.As such,the CAFR hasbeenorganizedto complywith newreportingrequirementsaswell
asconceptualchanges.The Management’s Discussion and Analysis (MD&A) section, which beginson
page 13, was introduced last year. The MD&A provides additional information to assistreadersin
understandingthe financialpositionof theCountyasofJune30, 2003.It providesa narrativeintroduction
and overview to assistin the interpretationof the basic financial statementswhile also providing an
analysisof key datapresentedwithin thebasicfinancialstatements.

Webelieve that the financial information, as presented, is accurate in all material aspects; that it is
presentedin a mannerdesignedto openlydisclosethe financialposition andresultsof operationsof the
County as measuredby the fmancialactivity of its various thnds; and that all disclosuresnecessaryto
enablethereaderto gainthemaximumunderstandingof theCounty’s financialaffairs havebeenincluded.

The CAFR consistsof threesections:

• TheINTRODUCTORYsection,which familiarizesthereaderwith theorganizationalstructureof
theCounty,thenatureandscopeof theservicesit provides,andthespecificsof its legaloperating
environment.

• The FINANCL4L section,which includestheindependentauditor’s report,MD&A, auditedbasic
financial statementsand notes to the statements,required supplementaryinformation, and
supportingstatementsandschedulesnecessaryto fairly presentthe financial position andresults
ofoperationsof theCountyin conformitywithgenerallyacceptedaccountingprinciples.

• The STATISTICAL section, which contains comprehensivestatistical data on the County’s
fmancial,physical,economicanddemographiccharacteristics.



Pima County and its Services

PimaCountyis situatedin thesouthernpartof Arizonawith a portion of its southernboundarybordering
Mexico. The Countywasorganizedin 1864 undertheArizonaTerritorial Legislatureasoneof the State’s
fouroriginal counties.

A five-memberBoard of Supervisorsis responsiblefor implementingthe County’s governmentaland
administrativeaffairs.Eachmemberof theBoardis electedfrom a designateddistrictto servea four-year
term. The Chair is selectedby the Board from amongits members.The Board is also responsiblefor
establishingthe policies of the County, which provide guidance to the various County constitutional
officers and departments.TheBoardappointsa CountyAdministratorwho is responsiblefor the general
administrativeandoveralloperationsof thevariousdepartmentsof theCounty.

PimaCounty includesin its financialstatementsall fluids, agencies,boards,commissionsandauthorities
for which the PimaCountyBoardof Supervisorsis financially accountable.As the primary government,
PimaCounty is financiallyaccountableif it appointsa voting majority of an organization’s governing body
andeither: I) it is ableto imposeits will on thatorganization,or 2) a potentialexistsfor that organization
to provide specific benefits to, or impose specific financial burdens on, the primary government.
Additionally, the primary governmentmay be fmancially accountable if an organizationis fiscally
dependenton theprimarygovernment.

PimaCountyoffersa wide varietyof govermnentalservices,including:

• JusticeandLawEnforcement:Clerk of theSuperiorCourt, Constables,CountyAttorney,Superior
Court, JuvenileCourt, JusticeCourt system,SheriffsDepartment,IndigentDefenseandPublic
Fiduciary

• MedicalServices:PimaHealthCareSystem,includingPimaHealthSystemandKino Community
Hospital, Department of Institutional Health, Public Health Department (including Health &
Animal Control)andForensic Science Center

• CommunityResources:Superintendentof Schools,CommunityServices,CommunityResources,
County Free Library District, Southwestern Fair Commission and Stadium District

• Public Works: Flood Control District, Development Services (including Planning & Zoning),
Transportation,WastewaterManagement(including Solid Waste Management),Environmental
Quality, Capital Projects,Automotive Services,Natural Resources,Parks & Recreation,and
Graphics

• CountyAdministration: Boardof Supervisors,CountyAdministrator,Assessor’sOffice, Clerk of
the Board,Elections,Finance,HumanResources,Information Technology,Non-Departmental
(including Contingency), Procurement,Recorder, Risk Management Treasurer, Facilities
Management,CommunicationsandParkingGarages

PimaCounty is alsoresponsiblefor reportingthefinancialactivities ofits componentunits.Theseunitsare
eitherdiscretelypresentedor blended.Althoughtheyare separatelegalentities,blendedcomponentunits
are substantiallya part of the County’s financial activities and are combinedwith datafor the County.
Blendedanddiscretecomponentunitsinclude:

• MetropolitanDomesticWaterImprovementDistrict andMarana DomesticWaterImprovement
District. Activities of the Districts are reported as discrete components of the County in the
accompanyingfinancial statements.
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• SouthwesternFair Commission.Activities of the Commission are reported as a discrete
componentof theCountyin theaccompanyingfinancialstatements.

• Municipal Property Corporation.Activities of the Corporation are reported in a special revenue
fund asa blendedcomponentunit in theaccompanyingfinancialstatements.

• Pima CountyStadiumDistric4 Flood Control District, and Library District. Activities are
reportedin a specialrevenuefund asa blendedcomponentunit in the accompanyingfinancial
statements.

• Specialdistricts.PimaCountyincludesthe financialactivitiesof variousimprovementdistricts in
its financial statements.Improvement districts are establishedto pay for the constructionof
specific public works projectsthatbenefitcitizens of a limited geographicalarea.The County’s
currently active improvementdistricts includeLa Cholla Boulevard,CountryClub Estatesand
CimarronImprovement Districts.

The County also has various independentlygovernedschool, irrigation, fire, and street lighting
districts, and a health district. In addition, thereare other entities for which the County is not
financially accountable.Theseentitiesincludethe Industrial DevelopmentAuthority, variouslighting
districts, PimaAssociationof Governments,PimaCouncil on Aging and thePrivateindustryCouncil.
Thefinancial statementsof suchdistricts andentitiesare not includedin the accompanyingfinancial
statements except to reflect amounts held in a fiduciary capacity by the County Treasurer.

EconomicOutlook

According to Arizona~cEconomy,a publication of the University of Arizona’s Economic & Business
Research Program, Pima County’s population increased 2.0% to 904,600 persons for the year ended June
30, 2003. Over the same period,percapitaincomerose1.7%to $25,395.

For the Tucsonmetropolitanarea, the researchcenterexpectsnon-farm payrolls to increase1.5% to
353,100jobs during2003.For all of2003,per-capita wage income is forecastto rise 2.6% to $31,326and
aggregateretail sales are forecastto rise3.4%to $9.0billion. Thenumberof residentialpermits is forecast
to decline0.6%to 7,954,signalingamodestslowdownin the housingsector.

ExpenditureLimitation

Arizona votersapproveda propositionamendingthestateconstitutionin 1980thatestablishedrevenueand
expenditurelimitations for local governments,includingPimnaCounty.

Major Program Initiatives and Developments

Someof themajordevelopmentsthat occurredin PiniaCountyduring thefiscal yearendedJune30,2003
include:

WastewaterManagement

The WastewaterManagementDepartmentutilized significant resourcesthis year as a result of the
NorthwestOutfall RuptureandRandolph Park Restoration Projects.TheNorthwestOutfall Rupture,which
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occurredin Septemberof 2002, led to approximately $16 million of significant repairs andupgradesof
major sewer lines on West SpeedwayBoulevard. The RandolphPark Restoration Project used
approximately$29 million ofWastewaterManagementresourcesasofJune30,2003,andis expectedto be
completeduring fiscalyear2003/2004atanestimatedtotalcostof$35million.

Capital Improvement Projects

The County’s progressin improvementsof infrastructure,land, andbuildings basedon the 1997 voter
authorizedprogramis continuingat an aggressivepace. During the fiscal year, the County issued$50
million ofgeneralobligationbondsand$35 million oftransportationrevenuebonds.

For the fiscal year endedJune 30,2003,major completedtransportation projects included: 1) SunriseDrive
betweenSwan and Craycroft Roads;2) ThornydaleRoad betweenIna and Cortaro Farms Roads; 3)
ShannonRoadbetweenIns andMageeRoads;4) SantaCruzRiver flood control enhancementsbetween
Grantand Fort Lowell Roads;5) River RoadbetweenFirst and CampbellAvenues,and 6) Ajo Way
betweenCountryClub andAlvernonRoads.In addition,La Cholla BoulevardbetweenOmarandMagee
Roadswassignificantlycomplete.

Of the $50million generalobligationbondproceeds,$14.4million wasallocatedto law enforcementand
Superior Court improvements; $16.7million to parksand land acquisitionfor the County’s SonoranDesert
Conservation Plan; $9 million for public health, safety, recreational and cultural affairs; and$9.6 million
for road,solid wasteandflood controlprojects.Thesinglelargestproject,theSheriff’s maximumsecurity
Adult DetentionCenter,is expectedto cost$20.3million andis approximately57%complete.

During theyear,the CountycompletedrehabilitationoftheRoblesRanchHouse.Othercompletedprojects
that were financedby generalobligationbondsinclude theDrexelHeightsCommunityCenter,Northwest
CommunityCenterandPoolcomplexandtheFairview-LimberlostDrainageImprovements.

SonoranDesertConservationPlan

BackgroundandPurpose:ThePima County Board of Supervisorscontinuesto supporttheSonoranDesert
ConservationPlan (SDCP). This comprehensiveplan aims to; (1) preventurbansprawl through the
protectionof naturalandcultural resources;(2) providea basisfor naturalresourceprotection;(3) leadto
the recovery of the pygmy owl and other speciesprotectedunder the Endangered SpeciesAct (ESA); (4)
stabilize the ecosystemand plant communities supporting indigenous plants and animals andmitigate a
needfor future endangeredspecieslistings;and(5) leadto theissuanceof a regionalconservationplanthat
balancesenvironmental andeconomicconsiderations.In 2001 and2002,partsof the Planwereadopted
into Pima County’s ComprehensiveLand UsePlanand updatedin accordancewith statelaw.

Scope:The SDCP is a countywideplanning effort aimed at resolving complianceissueswith the ESA and
balancing the economicneedsof the community. The 9,184-square-mileproject area covers all of Pima
County and encompassesfederal, stateand tribal reservation lands. The Plan’s scopeis roughly 10 times
the area of San Diego County’s multi-specieseffort. The Plan hasreceivednumerous state, regional and
national awards, including the American PlanningAssociation’sOutstandingPlanning Award for 2002,the
Arizona PlanningAssociationAward for Multi-AgencyCoordinationin 2001 and a number of awards for
technical merit.

Recent DevelopmentsDuring 2003, the SDCP’s steering committee, comprised of over 70 community
members, voted to support the Planand asked the Board of Supervisors to pursue an open spacebond
initiative to fund theplan’sefforts. Separately,aspectsof thePlan’s implementation that pertain to Section
10 of the ESA arescheduledfor completion in 2003and 2004,and an Environmental Impact Statement is
scheduledfor completion in 2005.
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Financial Information

Accounting SystemandBudgetary Control

In developingandevaluatingthe County’saccountingsystem,considerationis given to the adequacyof
internalcontrol procedures.Internalcontrolsfor accountingpurposesaredesignedto providereasonable,
but not absolute,assurance regarding:(1) safeguardingof assetsagainstloss from unauthorizeduse or
disposition, and (2) reliability of financial recordsfor preparingfinancial statementsand maintaining
accountability of assets. The concept of reasonable assurance recognizes that: (1) costsof implementing
controlsshouldnot exceedtheir likely derivedbenefits,and(2) evaluation of costs and benefits requires
estimates andjudgmentsby management.

All internal control evaluations occur within the above framework. We believethat the County’s internal
control structureadequatelysafeguardsassets and provides reasonable assurance of proper recording of
financial transactions.

Budgetarycontrol is maintainedat theelectedofficial or departmentlevel and is aidedduring the fiscal
yearby the useof encumbrancesof estimated purchases. Openencumbranceslapseat year-endandare
budgetedagainasneededin thenext fiscal year.

Capital AssetsSystem

The County has initiated theselectionprocessfor acomprehensiveassetmanagementsystemthatwill be
usedto interfacewith its existing financial management system. An importantdesiredfeatureof the asset
managementsystemis that it will facilitate the County’scompliancewith the reportingrequirementsof
Governmental Accounting Standards Board Statement34, BasicFinancial Statements-ankManagement’s
Discussion and Analysis-for State and Local Governments. GASB 34 requires disclosure and
capitalizationof infrastructure,suchassetsas roads,parks andbridges,which hadpreviously not been
required for governmental reporting.

CashManagement

Most cash,other than imprestaccounts,is on depositwith the CountyTreasureror the StateTreasurer.
Amountstemporarily available during the courseof the fiscalyear are invested on a short-term basis.To
addresscashflow needsin theshort term, the County instituted internal borrowings among funds thatwere
recordedformally in its accountingrecords.

RiskManagement

PimaCountyhasestablished a Self InsuranceTrust Fundto accountfor the risk managementfunctionof
the County. The Fund is administeredby an appointedBoard of Trusteesand provides selfinsured
coverageto the County for medical malpractice, workers’ compensation,unemployment, generalliability,
property damage,environmentaldamageand employeedental benefits,as well as obtaining coveragefor
other risks. The Fund is financedby chargesto other County funds.
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OTHERINFORMATION

IndependentAudit

ArizonaRevisedStatutesrequire an annualaudit of the financialstatements.The Countyis fully compliant
withthislegal requirement An independentauditors’ report is included in this CAFR.

SingleAudit

As a recipient of federal and state financial assistance, the Countyis required to ensure adequate internal
controls are in place to comply with applicable laws and regulations related to administration of these
programs.Thisinternalcontrolstructureis subjecttoperiodic evaluationby managementof PimnaCounty.

As a partofthe County’s single audit, tests are made to determine 1) the adequacyof the internal control
structure, including thatportion related to federal financialassistance programs and 2) whether the County
hascompliedwith applicable laws and regulations. The results of the County’s single audit for the fiscal
year endedJune 30,2002included a reportable condition thatcited inadequatepolicies andprocedures for
ensuringallocation of costsbasedon the relative benefits received, as required by 0MB CircularA-87.
Specifically, the reportable condition pertained to a County Sheriffs Office purchaseofa telephoneswitch
upgrade. A portion of the costof the upgrade waschargedto the County’s High IntensityDrugTrafficking
Areas (HIDTA) program without adequate documentation for bow the relative benefits to the H1DTA
program were estimated. The auditors determined thatthis reportablecondition wasnot a material event
and the County hassincesubmitteda coirectiveactionplan.

The SingleAudit for PimnaCounty for the fiscal year endedJune 30,2003wasnot complete at the timeof
publication ofthis ComprehensiveAnnualFinancialReport.

As demonstrated by the statementsand schedulesincluded in the financial sectionof this report,Pima
Countycontinuesto meetits responsibilityfor soundfinancial management.

Certificate ofAchievement

The Government Finance Officers Association of the United States and Canada(UFOA) awarded a
Certificate of Achievementfor Excellencein Financial Reporting to Pima County, Arizona for its
comprehensiveannualfinancial reportfor all fiscal yearsended June 30, 1984 through2002, exceptfor
fiscalyearsendedJune 30, 1990andJune30,1999,duetomissingthefiling deadline.

In order to receive a Certificate of Achievement, a governmental unit mustpublishan easily readable and
efficiently organized comprehensive annual financial report with contents that conform to program
standards.Such reports must satis& both generally acceptedaccounting principles and applicable legal
requirements.
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H ~ ~ ~ StATEOFARIZONA ~ .

DEBRA K. DAVENPORT, CPA • ‘ ~ °fl~ OF THE WILLIAM THOMSON
AUDITOA GCNEP1M. ~ AUDITOR GENERAL DEPUTY AUDITON GENERAL

. independent Auditors’ Report

. Membersof the Arizona State Legislature .

The Board of Supervisors of . ~

Pima County, Arizona ~ ~ .

We have aydited the accompanying financiat statements of the governmental activities, business-type
activities, aggregate discretely presented component units, each major fund, and aggregate remaining
fund information of Pima County as of and for the year ended June 30, 2003, as listed ip the table of
contents, which collectively comprise the County’s basic financial statements. These financial statements
are the responsibility of tt~eCounty’s management. Our responsibility is to express opinions on these
financial statements based on our ~audit. We did not audit the financial statements of the aggregate
discretely presented component unjts of Pima County. Those financial statements were audited by other
auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates to the
amounts included for theaggregate discretely presented component units of Pima County, is based solely
on the reports of the other auditors.

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

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial~position of the governthental actMties,
business-type activities, aggregate discretely presented component units, each major fund, • and
aggregate remaining. fund information of Pima County as of June 30, 2003, and the tespective changes in
financial positionand cash flowá, where applicable, there.ôffor the year then ended in conformity with U.S.
generally accepted accounting principles. . .

The Management’s Discussion and Analysis. on pages 1 3 through 28, the Budgetary Comparison
Schedule on pages 83 and 85, and the $chedule of Agent Retirement Plans’ Funding ~Progress on page
84 are not a required part of the basic financial statements but are supplementary information required by
the Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and express no
opinion on it.

2*1* NORTH 44TH STAtE? • SUITE 410 • PHOENIX, ARIZONA $5010 • (602) 553-0333 • FAX (602) 053-0051



Our audit was cQnducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements: The combining and individual fund. statements and
schedules listed in the table of contents are presented for purposes of additional analysis and are not a
required part of the basic financial statements; Such information has been subjected to the auditing
procedures applied by us in the audit of the basic financial statements and, in our opinion, is fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

The information included in the introductory and statistical sections listed in the table of contents has not
been subjected to the auditing procedures applied in our audit of the basic financial statements and,
accordingly, we express no opinion on such information.

In accordance with Government Auditing Standards, we will also issue our report on our cobsideration of
the County’s internal control over financial reporting and our tests of its compliance with certain provisions
of laws, regulations, contracts, and grants at a future date. That report is an integral part of an~audit
performed in accordance with GovernmentAuditing Standards and should be read in conjunction with this
report in considering the results of our audit.

Debbie Davenport
Auditor General

December 1, 2003



Management’sDiscussion& Analysis

This sectionof Pima County’scomprehensiveannualfinancial reportpresentsa discussionandanalysis
of the County’s financialperformanceduring the yearendedJune30, 2003 andshouldbe read in con-
junction with the County’sbasicfmancial statementsin the following sections. All dollar amountsare

expressedin thousands(000’s)unlessotherwisenoted.

FINANCIAL HIGHLIGHTS

• At June 30, 2003, the County’s combined assetsexceededcombined liabilities (net assets)by
$847,064, an increaseof 7.1%from theprior year. Of this amount,$41,271is availablefor general
governmentexpenditures(unrestrictednet assets),$89,073 is restrictedfor specific purposes(re-
strictednetassets), and$716,720is investedin capitalassets,net ofrelateddebtandaccumulatedde-
preciation.

Compositionof NetAssets

Restrictednet
assets- $89,073

Unrestricted net
assets-$41,271

• Of the total fund balancesof the County’s governmentalfunds, the general find hasatotal fUnd bat-
anceof $33,548,with $ 30,999ofthis amount available for expenditure. Within the capital projects
fund andthe County’sothergovernmentalfunds, $82,793and$42,312is availablefor fUture expen-
ditures,respectively.

• As of the endof the fiscal year, the general fund unreserved thndbalanceincreased$2,343from the
previousyearto $30,999.Thisbalanceaccountsfor approximately10% of the County’sgeneralfund
expendituresand5.1% oftotal governmentalfundsexpenditures.

• As aresultof the County’sinvestmentin the Stateof ArizonaTreasurer’sLocal GovernmentInvest-
mentPool, the County recognizeda loss of $10,120from a bankruptcywithin the investmentpool.
This loss wasdistributedto specific Countydepartmentsaccordingto their sharein the investment
pool. Dueto theunusualandinfrequentnatureof theloss,the Countyhasreportedthisasanextraor-
dinaryloss.

Invested in capital assets, netof
relateddebt - $716,720
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• On September7, 2002, the departmentof WastewaterManagementexperienceda rupture in the
Northwestoutfall seweron SpeedwayBoulevard. This eventrequiredasubstantialamountof capital
andresourcesto cleanup andrepairtherupture,greatlydiminishingWastewater’sfinancialposition.

• PimaHealthCareSystemhasexperiencedcontinued,significant increasesin expensesoverthe past
year. This is consistentwith ageneraltrendofhighercostswithin thehealthcarefield andincreased
enrollmentin theAHCCCS program.

OVERVIEW OFTHE FINANCIAL STATEMENTS

This discussionandanalysisis intendedto serveas an introductionto the County’sbasicfinancialstate-
ments. The County’sbasicfinancialstatementsconsistof four components:(1) Government-widefinan-
cial statements;(2) Fundfinancialstatements;(3) Componentunit financial statements;and(4) Notesto
the basic financial statements.Requiredsupplementaryinformation is includedin addition to the basic
financialstatements.

Government-wide Financial Statements are designedto provide readers with a broad overview of
Countyfinances,in amannersimilar to aprivate-sectorbusiness.

The statementofnet assetspresentsinformation on all County assetsand liabilities, with the difference
betweenthe two reportedasnetassets.Overtime, increasesor decreasesinnetassetsmayserveasa use-
ful indicatorof whetherthefinancialpositionof the Countyis improving or deteriorating.

The statementofactivitiespresents information showing how net assetschangedduring the mostrecent
fiscal year. All changesin net assetsare reportedas soonas the underlying event giving rise to the
changeoccurs,regardlessof the timing of relatedcashflows. Thus,revenuesandexpensesarereported
in this statementfor someitems thatwill result in cashflows in future fiscal periods(e.g., uncollected
taxesandearnedbut unusedvacationorsickleave).

Both of these government-wide financial statements distinguish functions of the County that areprinci-
pally supportedby taxesandintergovernmentalrevenues(governmentalactivities) from other functions
thatare intendedto recoverall or in partaportion of their costs through user fees and charges (business-
type activities). The governmentalactivities of the County includegeneralgovernment,public safety,
highwaysandstreets,health,welfare, cultureandrecreation,educationandeconomicopportunity. The
business-typeactivities of the County include Pima HealthCareSystem(PHCS),which includesKino
Community Hospital, WastewaterManagement,DevelopmentServicesand the County’s downtown
parking garages.

Discretelypresentedcomponentunits areincludedin thebasicfmancialstatementsandconsistof legally
separateentities for which the County is financially accountable. The County’s discretelypresented
componentunitsare theMetropolitanDomesticWaterImprovementDistrict, theMaranaDomesticWater
ImprovementDistrict, andthe SouthwesternFair Commission,which operatesthe County Fairgrounds
andtheannualPimaCountyFair.

Thegovernment-widefinancialstatementscanbefound on pages29-30of this report.

Fund Financial Statementsare groupings ofrelated accountsthat are usedto maintaincontrol overre-
sourcesthathavebeensegregatedfor specific activities or objectives. The County, like otherstateand
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local governments,usesfund accountingto ensureanddemonstratefinance-relatedlegalcompliancewith
applicable State statutesandfederal0MB budgetingguidelines. All of the fundsof the Countycanbe
dividedinto threecategories:(I) governmentalfunds;(2)proprietazyfiinds;and (3)fiduciaryfunds.

Governmentalfundsareusedto accountfor essentiallythe samefunctions reported as governmental ac-
tivities in the government-widefinancialstatements.However, unlike the government-wide financial
statements,governmentalfbndsfinancial statementsfocuson near-terminflowsandoutflowsofexpend-
ableresources,as well as on balancesof expendableresourcesavailable at the end of the fiscal year.
Suchinformation maybe usefulin evaluatingtheCounty’snear-termfinancingrequirements.

Becausethe focusof govermnentalfunds is narrowerthanthitt of the government-wide financial state-
merits, it is useful to comparethe informationpresentedforgovernmenlalfundswith similar information
presentedfor gove.rrnnentalactivitiesin the government-wide financial statements. By doing so,readers
may betterunderstandthe long-termimpactofthegovernment’snear-termfinancingdecisions.Boththe
governmentalfunds balancesheetandthe governmental fimds statementof revenues,expenditures, and
changesin fund balancesprovide a reconciliationto facilitate this comparisonbetweengovernmental
fundsandgovernmentalactivities.

The County maintains fourteen individual governmentalfunds. Information is presentedseparatelyin the
governmental funds balancesheetandin the governmental fundsstatementof revenues,expenditures,and
changesin fundbalancesfor theGeneralFundandtheCapitalProjectsfund. Datafrom the othergov-
ernmentalfunds arecombinedinto a single, aggregatedpresentation.Individual fund datafor eachof
thesenon-majorgovernmentalfunds is providedin the form of combiningstatementselsewherein this
report.

The governmental fund financial statementscan be found on pages31-34ofthis report.

Proprietary funds aremaintainedin two ways. Enterprise funds areusedto report the samefunctions
presentedasbusiness-typeactivities in thegovernment-widefinancial statements.The Countyusesen-
terprisefunds to account for certainhealth care services, including medicaland long-termhealthcare,
sewersystemsmaintenanceand operation,real estate-relateddevelopmentservices,and parking garage
operations.Internal service funds are an accountingdeviceusedto accumulateandallocatecostsinter-
nally amongtheCounty’svariousfunctions. The CounI~yusesinternalservicefunds to accountfor risk
management,automotive fleet maintenanceand operations,printingand communications. Because these
servicespredominantlybenefitgovernmentalratherthanbusiness-typefunctions,mostofthe assetsand
liabilities of theseserviceshavebeenincluded within governmentalactivities in the government-wide
financialstatements.

Proprietaryfundsprovide thesametypeof informationasthe government-widefinancial statements,only
in more detail. WastewaterManagementand Pima Health Care Systemoperations areconsideredto be
major fundsofthe County. Data from the other enterprise funds are combined into a single, aggregated
presentation. Similarly, the County’s internal servicefunds arecombined into a single, aggregatedpres-
entation in theproprietaryfunds financialstatements.Individual fund datafor the otherenterpriseand
internalservicefundsareprovidedin the form ofcombiningstatementselsewherein thisreport.

The proprietary fund financial statementscan befound on pages35-38ofthis report.

Fiduciary funds are used to accountfor resourcesheld for the benefit ofparties outsidethe government.
Fiduciaryfunds are not reflected in the government-wide financial statementsbecausethe resourcesof
thosefundsare not available to supporttheCounty’s programs.
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The fiduciary fund financial statementscan be found on pages39-40of this report.

Notesto theFinancial Statementsprovide additional information that is essentialto a full understanding
of the data provided in the government-wide and fund financial statements.The notescanbe foundon
pages43-81of this report.

Required SupplementaryInformation (RS1) is presentedconcerning the County General Fund budget-
ary scheduleand the scheduleof retirement plans’ funding progress. Required supplementary informa-
tion canbe found on pages 83-85 of this report.

Thecombiningandindividual fund statements and schedulesreferred to earlier provide information for
non-major governmental and enterprisefunds and internal service funds and arepresentedimmediately
following the required supplementaryinformation. Combining and individual fundstatementsandsched-
ulescan be found onpages88-118of this report.

GOVERNMENT-WIDEFINANCIAL ANALYSIS

As noted earlier, netassetsmayserveasa useful indicator of a government’sfmancial position overtime.
In the caseof the County, assetsexceededliabilities by $847,064at June 30, 2003.The following table
showscondensedinformation for the StatementofNet Assets:

Table i
StatementofNetAssets

At June30,2003

GovernmentalActivities
Fiscal Year

2002-2003 2001_2002*

Business-typeActivities
Fiscal Year

2002-2003 - 2001_2002*

Total
FIscal Year

2002-2003 2001-2002

Currentandotherassets
Capital assets:
Land, buildings,equipment& other

Total assets

$ 276,801 $ 274,836 $ 58,814 $ 102,118 $ 335,615 $ 376,954

574,133 505,746 570,391 508,931 1,144,524 1,014,677
850,934 780,582 629,205 611,049 1,480,139 1,391,631

Currentandother liabilities
Long-termliabilities

Total liabilities

68,936 78,695
375,919 340,119

— 444,855 418,814

39,077 38,624
—- - 149,143 143,519

188,220 182,143

108,013 117,319
525,062 483,638

-— 633,075 600,957

Netassets:
Investedin capital assets,netof
relateddebt 272,130 215,646 444,590 380,916 716,720 596;562

Restrictednetassets
Unrestrictednetassets(deficit)

Totalnetassets

67,934 82,541
66,015 63,581

$ 406,079 $ 361,768

21,139 55,630 89,073 138,171
(24,744) (7,640) 41,271 55,941

- $ 440,985 $ 428,906 $ 847,064 $ 790,674
Asrestated- SeeNote2 ofthefinancialstaternfl

The largest portion ofthe County’s net assetsreflects its investmentin capital assets(i.e. land, buildings,
infrastructure, equipment), lessanyrelated outstanding debt used to acquire thoseassets.As of June 30,
2003,investmentin capital assetstotaled $716,720,comprising approximately 84.6% of total net assets.
The Countyusesaportion of thesecapital assetsto provide servicesto its citizens,with the other portion
available to its citizens for use; consequently,theseassetsare not available for future spending. The
$120,158increasein capital assets,net of related debt, for fiscal year 2002-2003is mostly dueto the sig-
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nificant amountof capitalprojectactivity thathasbeencompletedandcapitalizedoverthepastyear. Al-
thoughthe County’sinvestmentsin capitalassetsarereportednetofrelateddebt,it shouldbe notedthat
the resourcesneededto repay this debtmust be provided from other sources, since the capital assets
themselvescannotbe usedto liquidatetheseliabilities.

Restrictednetassetsrepresentresourcesthataresubjectto externalrestrictionson howtheymaybe used.
As of June30, 2003,restrictednetassetstotaled$89,073andcomprisedapproximately10.5%of totalnet
assets.Thisrepresentsa$49,098declinein restrictednetassetsfrom the$138,171balanceof fiscal year
2001-2002.

The remainingbalanceof theCounty’snetassetsrepresentsunrestrictednetassets,whichmaybeusedto
meetthe County’songoingobligationsto citizensandcreditors.As of June30, 2003,unrestrictednetas-
setstotaled$41,271andcomprisedapproximately4.9%of totalnetassets.

The following chartshowsthe compositionandchangesin net assetsfor the fiscalyearsendedJune30,
2003 andJune30, 2002:

ComparativeCompositionof NetAssets

716,720

596,562

Governmentalactivities

Governmental activities contributed $44,311,or 78.6%, of the County’s $56,390 increasein totalnetas-
setsduring fiscalyear2002-2003.The following tableshowschangesin netassetsfor governmentalac-
tivities:

06/30/2002

6/30/2003

138,171
C.,’ 89,073

55,941 41,271

Investedin capitalassets, Restrictednetassets Unrestrictednetassets
netofrelateddebt
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Table 2
GovernmentalActivities

ComparativeStatementsof Activities
For the Years Ended June30, 2003and 2002

Programrevenues:
Chargesfor services
Operatinggrantsandcontributions
Capitalgrantsandcontributions __________________________ ___________

Totalprogramrevenues ____________________________

Generalrevenues:
Propertytaxes
State-sharedtaxes
Investment earnings
Othergeneralrevenues ______________ ______________

Total generalrevenues
Total primarygovernmentrevenues

Expenses:
Generalgovernment
Public safety
Highwaysandstreets
Health
Welfare
Culture andrecreation
Educationandeconomicopportunity
Unallocateddepreciationandamortization
Intereston long-termdebt ______________ ______________

Totalexpenses ______________ ______________ ____________

Excessbeforetransfersandextraordinaryitem ______________ ______________

ExtraordinaryItem:
Lossfrom StateTreasurer’s
Local Government Investment Pool

Transfersout ______________ ______________ ____________

Changein netassets

Keyelementsof the changein netassetsfrom governmentalactivities areasfollows:

• Program revenues decreased $12,669,primarily dueto a $12,542decreasein capitalgrantsand
contributionsfor highwaysandstreets,specificallyUrban-areaHTJRFmoniesfromthe PimaAs-
sociationof Governments.The Countyreceivedlessof thisrevenueasaresultof the completion
of anumberof transportationprojectsin fiscalyear2001-2002.

• Generalrevenuesincreasedby $20,786,primarily dueto increasesin propertytaxrevenuesand
othergeneralrevenues.Increasesin realpropertyassessedvaluationsandresidentialconstruction
activity weretheprimaryreasonsproperty tax revenues increased by $14,795.

• Investmentearnings continued to decrease in fiscalyear2002-2003.The Countyinvestsamajor-
ity of its funds in the StateTreasurer’sLocal GovernmentInvestmentPool. Theinterestratefor

Fiscal Year
2002-2003 2001_2002*

Variance
Amonnt Percent

$ 45,527 S 45,307 $ 220 0.5%
121,587 121,934 (347) -0.3%

5,665
172,779

18,207

185,448

(12,542)
-- - (12,669)

-68.9%
-6.8%

251,844 237,049 14,795 6.2%
100,408 97,845 2,563 2.6%

5,064 8,157 (3,093) -37.9%
35,985 29,464 6,521 22.1%

393,301
566,080

372,515
557,963

20,786
8,117

5.6%
1.5%

131,925 133,765 (1,840) -1.4%
132,939 123,513 9,426 7.6%
39,492 42,515 (3,023) -7.1%
23,917 23,120 797 3.4%
84,457 73,243 11,214 15.3%
31,326 27,081 4,245 15.7%
35,033 37,565 (2,532) -6.7%

1,474 1,376 98 7.1%
15,779

496,342
14,391

476,569
1,388

19,773
9.6%
4.1%

69,738 - 81,394 (111p~ -14.3%

(7,447) - (7,447) n/a

$ 44,31! S
SAs

(13,954)
67,44Q

restated - See

(4,026)
$ (23,129)

Note2ofthe financial

28.9%
-34.3%

statementa
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this pool hasdeclined for a third consecutiveyear, resulting in less investmentearnings. As of
June30, 2003,the Treasurer’s effective interest rate was1.9%. This rate is down from 2.2% and
4.7% as ofJune30, 2002and June30,2001,respectively.

Expensesfrom governmental activities experienceda cumulative increaseof $19,773. Most of
this increase occurred for public safety and welfare expenses,which increasedby $9,426and
$11,214,respectively. Public safetyexpensesincreasedas a result of higher Sheriff salaries and
the funding of adult probation officer salaries that had previously beeri coveredby state funds.
The County was also required to remit funds to support the StateAid EnhancementProgram for
Probation. Welfare expenseschangeddue to an approximated $10,500increasein expenditures
by the Department of Institutional Health (Medical Assistance),including expendituresfor new

contracted servicesrelatingto themedical treatment of incarcerated adults andjuveniles.

Business-tppeactivities

Business-typeactivities contributed $12,079,or 21.4%, of the County’s increaseof $56,390in total net
assetsduring the year endedJune30,2003. The following table showschangesin revenuesand expenses
for business-typeactivities betweenthe current andprior year:

- (2,673) n/a
13,954 4,026 28.9%

$ 17,312 J (5,233) -30.2%
Mr~tatJ-SeeNote2 of thefiScialstatements

Table 3
Business-typeActivities

ComparativeStatementsofActivities
For the YearsEndedJune30,2003and 2002

Fiscal Year
2002-2003 2001~2002*

- Variance
Amount Percent

Programrevenues:
Charges for services
Operating grants and contributions

Total program revenues
General revenues:

Capitalcontributions
Investment earnings
Othergeneralrevenues

Total generalrevenues
Total primarygovernment revenues

Expenses:
WastewaterManagement
PimaHealth Care System
DevelopmentServices
ParkingGarages

Total expenses

Excessbeforetransfers andextraordinary item
Extraordinary item: Lossfrom StateTreasurer’s

LocalGovernmentInvestmentPool
Transfers in

Increasein netassets

$ 277,375
4,909

282,284

12,479
1,727
6,787

20,993

303,277

74,816
221,970

8,373
1,346

306,505

(3,228)

~2,673)
17,980

$ 12,079

$ 252,131 $ 25,244 10.0%
6,505 (1,5963 -24.5%

• 258,636 23~~ 9.1%

11,261 1,218 10.8%
2,888 (1,161) -40.2%
4,214 2,573 61,1%

18,363
27~9

2,630
26~?~7~

143%
9.5%

66,350 8,466 12.8%
198,000 23,970 12.1%

8,021 352 4.4%
1,270 76 6.0%

- 273,641 32,864 12.0%

3,358 (6,586) -196.1%
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In fiscal year 2002-2003,the total increasein expensesof $32,864(12.0%) wasgreater thanthetotal in-
creasein revenuesof $26,278(9.5%). Overall,however,netassetsstill increased,primarily asaresultof
transfersfrom the generalfund to PimaHealthCareSystem. Key elementsto the increasein net assets
from business-typeactivitiesinclude:

. Chargesfor servicesincreasedby $25,244during theyeardueto anincreasein certainrevenues
for Wastewater Management and Pima Health Care System. Wastewater Management experi-
eneedan increasein chargesfor servicesof $8,025 primarily dueto the 5% rateincreasein user
feesfor thethirdquarterof fiscalyear2001-2002,aswell asan additional5%userfeeincreasein
the fpurth quarterof fiscal year2002-2003. PimaHealthCareSystem’sincreaseof $16,550is
dueto increasedenrollmentoverthepastyear.

• Concurrently,expensesfor WastewaterManagementandPimaHealthCareSystemincreasedby
$8,466and $23,970,respectively. ForWastewaterManagement,theseexpensesaremostlyat-
tributableto therepairandcleanupof theNorthwestOutfall sewerrupture. ForPimaHealthCare
System,the increasein expendituresis theresultof continuedincreasesinhealthcarecosts.

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

As notedearlier,the Countyusesfund accountingto ensureanddemonstratecompliancewith finance-
relatedlegalrequirements.

Governmentalfunds -

TheCounty’sgeneralgovermnentfunctionsareaccountedfor in theGeneral,SpecialRevenue,DebtSer-
vice, and CapitalProject funds. Includedin thesefundsarespecialdistrictsgovernedby the Boardof
Supervisors.The focus of the County’s governmentalfunds is to provide information on near-termin-
flows, outflows, andbalancesof expendableresources. Such information is useful in assessingthe
County’s financingrequirements. In particular,unreservedfund balancesmayserveasausefulmeasure
of agovernment’snetresourcesavailablefor spendingattheendof thefiscal year.

At June30, 2003, the County’sgovernmentalfundsreportedcombinedfund balancesof $165,395,an
increaseof $17,592in comparisonwith the prioryear. Approximately94.4% of thecombinedfundbal-
ances,or $156,104constitutesunreservedfund balance,whichis availableto meetthe County’s current
and future needs.The remainderof fund balanceis reservedto indicatethat it is not availablefor new
spendingbecauseit hasbeencommittedto thefollowing:

• $3,146to paydebtservice
• $5,165to reflect inventoriesandprepaidamounts -

• $200for aloanreceivable
• $705committedto specificprograms
• $75reservedfor capital repairsandrefurbishments

TheGeneralFundis thechiefoperatingfundof theCounty. At June30, 2003,unreservedfund balance
of thegeneralfund was$30,999while total fund balancereached$33,548. As ameasureof thegeneral
fund’s liquidity, it maybe usefulto compareboth unreservedfund balanceandtotal fund balanceto total
fund expenditures.

20



Revenues for governmentalfunctionstotaledapproximately $566,139in fiscal year 2002-2003,which
representsan increaseof $3,350(0.6%)fromthepreviousyear.

The following table presentsthe amount ofrevenuesfrom various sources and increasesor (decreases)
from theprioryear.

Table 4
RevenuesClassifiedby Source -

All GovernmentFunds

Fiscal Year
2002-2003 2001-2002 Increase(Decrease)

Amount Percent Amount Percent Amount Percent
Revenuesby source:
Taxes $ 258,375 45.6% $ 244,807 43.5% $ 13,568 5.5%
Specialassessments 1,023 0.2% 598 0.1% 425 71.1%
Licensesandpermits 6,087 1.1% 6,077 1.1% 10 0.2%
Intergovernmental 245,378 43.4% 260,218 46.3% (14,840) -5.7%
Chargesfor services 35,721 6.3% 31,112 5.5% 4,609 14.8%
Finesandforfeits 5,047 0.9% 4,882 0.9% 165 3.4%
Interest 4,152 0.7% 6,952 1.2% (2,800) -403%
Miscellaneous 10,356 1.8% 8,143 - 1.4% 2,2j3 27.2%
Total revenues $ 566,139 — 100.0% $~62,789 100.0% $ 3350 0.6%

The following provides an explanation ofrevenuesby source that changedsignificantly over the prior
year:

• PropertyJaxes.Revenuesfrom propertytaxesincreased$13,568. This wasa result ofgrowth in
construction activity within the Countyoverthe pastyear,aswell ascontinuedincreasesin as-
sessedpropertyvaluationsandgreater real estatemarketvalues,

• Intergovernmentalrevenue.The$14,840decreasein intergovernmentalrevenueis mostlydueto
a $12,542reduction in the amountof 12.6% Urban-area HURF fundsgivento transportationand
flood control capital projects from thePimaAssociationofGovernments.

• Chargesfor services.An increase of $4,609 thisyearis dueto an increasein chargesfor reales-
tate transactions,an increasednumberofreal estatetransactions,increasedallocationofadminis-
irative overheadexpenses,and an increasein prisoner housingrevenuefrom theCity ofTucson.

• Interestrevenue.As mentionedpreviously, theCountyinvestsa majority ofits fundsin the State
Treasurer’sLocal GovernmentInvestmentPool. Interestratesaredown again for fiscal year
2002-2003dueto a continueddecline in the investmentpool’s interestrate,resultingin decreased
interestrevenue.

The following table presentsexpendituresby functioncomparedto prioryearamounts:
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Table 5
Expendituresby Function
All Governmental Funds

FiscalYear
Government 2002-2003 2001-2002 • Increase(Decrease)

Function ~~ Amount Percent Amount Percent Amount Percent•
Generalgovernment $132,416 21.6% $125,416 21.0% $7,000 5,6%
Public safety 127,155 20.7% 123,021 20.5% 4,134 3.4%
Highwaysandstreets 26,741 4.4% 27,835 4.7% (1,094) -3.9%
Health 24,029 3.9% 23,102 3.9% 927 4.0%
Welfare 84,238 13.7% 73,136 12.2% 11,102 15.2%
Cultureandrecreation 25,214 4.1% 25,581 4.3% (367) -1.4%
Educationandeconomicopportunity 35,057 5.7% 37,524 6.3% (2,467) -6.6%
Capitaloutlay 97,147 15.9% 109,670 18.3% (12,523) -11.4%
Debt service:

- Principal 45,544 7.4% 37,342 6.3% 8,202 22.0%
-Interest 15,695 2.6% 14,128 2.4% 1,567 11.1%
- Miscellaneous 24 — - 0.0% 391 0.1% (3~’fl -93.9%

Total expenditures $613,26Q 100.0% $597j4~ 100.0% $16,114 2.7%

Total expendituresin governmentalfunds increasedduring fiscalyear2002-2003by $16,114. As men-
tionedpreviously,an $11,102increasein welfareexpenditureswasdueto a $10,500increasein expendi-
turesfor theDepartmentoflnstitutionalHealth(MedicalAssistance).(Seerelateddiscussionon page19)

Capitaloutlay decreasedby $12,523thisyear. However,lastfiscal year,capitaloutlay of $109,670was
atarecordhighfor theCounty. BothfiscalyearsindicatetheCounty’ssubstantialcapitalprojectactivity
is dueto thefollowing factors

• Morecapitalprojectsplannedandbudgetedforseveraldepartments,includingTransportationand
FloodControl.

• More bond proceedsavailable to fund projects. Theseinclude the 2000 and2002 GeneralObli-
gationBondsandthe2002 HighwayUserRevenueBondsfor fiscalyear2001-2002. For fiscal
year 2002-2003,only the 2003 GeneralObligation andHighway User RevenueBonds were
availablefor capitalprojectexpenditures.With lessfunding availablein fiscalyear2002-2003,
fewerprojectswereplannedandimplemented.

Debtserviceprincipalpaymentsincreasedasthe result ofa numberofchangesin outstandingdebt. Over
$3,000in principal paymentsweremadeto retire debtbefore it was due, including the 1992 General Ob-
ligationRefundingBonds,the 1993 GeneralObligationBonds,andtheMunicipal PropertyCoiporation
Bonds. Therewerealso$5,100in 2002HighwayExpansionandExtensionLoanProgram(HELP) loans,
$50,000in 2003 GeneralObligation (GO) Bonds,and$35,000in 2003 Highway UserRevenueBonds
(HURF) that began principal repayment in fiscal year 2002-2003.

BudgettoActual t’omparison for the GeneralFund

Overall, budgetedrevenuesand expendituresfor General Fund were generallyconsistentwith actual fund
activity. Actual revenuesexceededbudgetedrevenuesby $9,717andactualexpenditureswerelessthan
budgetedby $4,829. No variancesbetweenthebudgetto actualamountswere significantenoughto af-
fect theCounty’sability to providefutureservices. -
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Proprietary funds

The County’s proprietary fund functionsare containedin theEnterprise and InternalServicefunds. The
enterprisefundsof the Countyare Pima Health Care System, Wastewater Management,Development
Services,andParking Garages. Thesebusiness-typeactivities are accountedfor in a similar fashion to
private-sector businesses,andthe costsfor servicesprovided are expectedto be coveredeither fully or in
part by currentrevenuesgenerated,which include feeschargedto externalusers.

The following table presentsa comparisonof thisyear’s enterprise fundactivitieswith theprior year:

Table 6
SummaryStatementof Revenues,Expensesand Changesin Fund Net Assets

Total EnterpriseFunds
FortheFiscalYearsendedJune30,2003and2002

Operatingrevenues:
Netpatient services
Chargesfor services
Other
Statereimbursementofdisproportionateshare

Total net operatingrevenues

Operating expenses:
Employeecompensation
Medical claims
Operatingsupplies& services
Utilities
Sludgeandrefusedisposal
Repairandmaintenance
Landfill closureandpost-closurecare costs
Generalandadministrative
Consultantsandprofessionalservices
Depreciationandamortization
Total operatingexpenses

Operating loss

Nonoperatingrevenues(expenses):
Grants -

SharedStatetax revenue
Interestincome
Sewerconnectionfees
Interest expense
Loss on disposalof capitalassets
Amortizationofdeferredcharges

Totalnonoperatingrevenues(expenses)

Lossbeforeextraordinaryitem,
contributionsandtransfers

ExtraordinaryItem: Losson StateTreasurer’s
Local Government InvestmentPool

Capital contributions
Transfersin
Transfers(out)
Changein netassets

4,909 6,505 (1,596)
959 905 54

1,727 2,888 (1,161)
20,280 17,480 2,800
(5,434) (6,041) 607

(338) (162) (176)
1~!1 (89) 0

22,014 21,486 528

(7,752)

(2,673) - (2,673)
15,521 12,462 3,059
23,065 20,471 2,594
(8,127) (7,71~ (409)

-J 11,958 $ 17A63 ji5,5~j

Fiscal Year
2002-2003 2001-2002

Variance
Amount Percent

$ 195,872 $ 176,324 $ 19,548
61,223 58,327 2,896
29,346 16,563 12,783

(23,518) (13,254) ~~(10,2~
262,923 237,960 24,963

90,824
127,23�
13,864
3,575
2,242
6,801
1,078

19,098
17,551

83,357
100,342
16,755
3,881
1,501
5,143
1,030

19,384
17,235

7,467
26,893
(2,891)

(306)
741

1,658
48

(286)
316

11.1%
5.0%

77.2%
77.4%
10.5%

9.0%
26.8%

-17.3%
-7.9%
49.4%
32.2%
4.7%

-1.5%
1.8%

-0.4%
12.6%
29.4%

-24.5%
6.0%

-40.2%
16.0%

-10.0%
108.6%

0.0%
2.5%

18,497 18,570 (Z~1
300,765 267,198 - 33,567
(37,8421 (29,2381 (8,604)

(15,828) (8,076) 104.2%

n/a
24.5%
12.7%
5.3%

-31.5%
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Keyactivity within the enterprisefundsfor fiscal year2002-2003includethe following:

. While netoperatingrevenuesfor theCounty’senterprisefundsincreased$24,963(10.5%),oper-
ating expensesalso increased$33,567(12.6%), resulting in an operating lossof $37,842,an in-
creaseof $8,604or 29.4%. The increasein operatinglossesresultedmostlybecauseof the in-
creasedhealth care servicecostsfor PHCS. WastewaterManagementalsocontributed to this in-
creasein operatinglossas aresultoftheNorthwestOutfall sewerreparations.

. NetPatientServicesrevenuesincreasedby $19,548from fiscalyear2001-2002.This is attribut-
ableto increasedmembershipenrollmentfor PimaHealthSystemservices,which generatedin-
creasesin capitation revenuesand reinsuranceclaim revenues.

• Statelaws required Pima Health Care Systemand its subfiind, Kino Community Hospital, to re-
turn somedisproportionate share revenueto the State’s general fund. The $10,264increasein
statereimbursementfor fiscal year2002-2003is simply a result of greater allocation offundsby
the stat;which were in turn paid back,basedon a specificformulation.

• Employeecompensationincreasedas the result of a motion passedby the Board of Supervisorsin
Decemberof 2002,increasingcompensationfor all Pima County employeesby $0.8134perhour.

• Sewerconnectionfeeschargedby WastewaterManagementincreasedby $2,800. This is a con-
tinued effect from a 12% rate increasein March of 2002,plus an additional 12% increasein April
of 2003,which increasedsewerconnection revenueseven further in the fourth quarter of fiscal
year 2002-2003.

• Medical claimscontinuedto increasethisyearas a result of the passageof Proposition 204in the
prior fiscal year,which expandedthe eligibility for medicalcarewithin theArizona HealthCare
CostContainmentSystem(AHCCCS), resultingin higherenrollmentforPimaHealthCareSys-
tem. An increasein doctor feesis also responsible for a portion of the rise in medical claimsex-
penditures.

• The significant increasein capitalcontributionsis primarily attributableto a $1,700increasein
contractorsewerconnectioncontributions for Wastewater Managementandthe $1,300purchase
andreconstruction ofa parking lot at Kino Hospital.

• There wasa $2,673extraordinary loss from the Local Government InvestmentPool as aresult of
thebankruptcydescribedbelow.

Losson In vestment

In Novemberof2002,the State Treasurer ofArizona, who throughstatutory authority holds a significant
portion ofthe County’s monies in the State Treasurer’s Local Government Investment Pool (LGIP), de-
clared that a portion of the LGIP hadbeenlost asa result ofthebankruptcyofoneof its investmentcom-
ponents, National CenturyFinancial Enterprises. Of the approximately $131,000lost from the bank-
ruptcy state-wide,PimaCounty held ownershipto $10,120and wasrequired to designatethe lossto spe-
cific departmentsand/orfunds basedon their proportionate participation in the investmentpool. Thedis-
tribution on a fund basiswasasfollows:
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Mlocation of Loss from theStateTreasurer’s Local GowrirnientInwstmcntPool

PimaCountyhasreportedthe bankruptcylossasan extraordinaryloss. Althoughanominalrecoveryof
principal mayoccur in the future, it is believedthatanyrecoverywill beminimal, andwill not occurfor
severalyears.

Capital Assetsand Debt Administration

CapitalAssets

The County’s investmentin capital for its governmentalandbusiness-typeactivitiesas of June30,2003
amountedto $1,144,524(net of accumulateddepreciation),an increaseof 12.8%. TheCounty’s invest-
ment in capital assetsconsistsof land,buildings,sewageconveyancesystems,infrastructure,equipment
andconstructionin progress.

Major capitalasseteventsduringthecurrentfiscalyearincludedthe following:

• Land increasedby $14,778. Thiswasmostlydueto acquisitionsrequiredfor transportationand
flood controlprojects.

• A numberof roadsandflood control projectswerecompletedin fiscalyear2002-2003,increas-
ing infrastructureby $72,181. ThesecompletedroadprojectsincludeRiver Road from First
Avenueto CampbellAvenue,SunriseDrive from SwanRoadto CraycroftRoad,Ajo Way from
CountryClub Road to Alvernon Way, Thornydale Road from maRoad to Cortaro Farms Road,
La Cholla Boulevard from Omar Drive to MageeRoad, andSouth12th AvenuefromLos Reales
Road to Lerdo Road.

• Constructionin Progressincreasedby $30,958. This is mostly due to a numberof projects in
progressforWastewaterManagement,includingtheRandolphrestorationprojects,theNorthwest
outfall rehabilitation,andtheIii RoadWater Pollution Control Facility.

(JenerniFund- $1,730

Other
Bnterprise

Funds -

$1,509

Transportstion- $1,606 FloodControl
District -$450

Free
library

District -

$257

Pfrna t-kslthCare
Systens-$1,164 Other Special

CapitalProjects Debt Service RevenueFunds -

Funds-$979 Funds-$642

InternsjService
Funds-$1,210
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Capitalassetsfor the governmentalandbusiness-typeactivities arepresentedbelow to illustrate changes

from theprior year:

Table 7
CapitalAssets

Governmental and Business-typeActivities

Land

Buildings andimprovements

Sewageconveyancesystems

Machineryandequipment

Infrastructure

Constructionin progress

Total

GovernmentalActivities
FiscalYear

2002-2003 2001-2002
$ 127,854 $ 113,175

200,966 193,251

32,875 27,737
79,253 7,072

133,185 164,511

$ 574,133- $ 505,746

2002-2003
$ 140,719

348,149

264,665

42,382

79,253
73,887 269,356

$ 508,931 $1,144,524

2001-2002
$ 125,941

346,312

260,195

36,759

7,072
238,398

$1,014,677

The County’s infrastructureassetsare recordedat historical cost in the government-widefinancialstate-
nients. Additional informationregardingtheCounty’scapitalassetscanbe found in Note 5 of the finan-
cial statementson pages53 — 56 of this report.

j~pj~g-tenn Debt

Significant, comparativelong-termdebtdatais presentedbelow:

Table8
Long-Term Debt

GovernmentalFunds

Bondsissued(at facevalue):

General obligation refunding
Generalobligation

Transportation revenue
Floodcontrol district refunding

Special assessment with government commitment

~e~verrevenuerefunding

Capital leases
Loanproceeds

Total

FiscalYear
2002-2003 2001-2002

$ 17,835

4,585
1,821

177 590
___________ 5,100

$_ 85,177 $ l04,93L

Business-typeActivities

Fiscal Year
Total

Fiscal Year
2001-2002
$ 12,766

153,061

260,195

9,022

2002-2003
$ 12,865

147,183

264,665

9,507

136,171

$ 570,391

50,000
35,000

20,000
55,000
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Generalobligationbondsissuedin FY 2002-2003amountedto $50,000;theproceedsof this issuewere
allocatedasfollows:

$642to Sahuaritaexpansion,
$4,230to improvementandexpansionof theCounty’sroads,
$14,460to public safety, law enforcement,and superior courts,
$13,767to improvementsin the County’s parkssystem,
$3,072to Sonoran Desertopenspacepreservationprograms,
$9,037topublic hdalth,safety,recreation,andcultural facilitiesprojects,
$4,039to flood control projects,
$753to improvesolidwastedisposalfacilities.

The $35,000in TransportationRevenuebondsproceedswereallocatedto majorstreetand road im-
provements,principally in the Tucsonmetropolitanarea,outsideof city limits. Theseincludeprojects
suchas:

• La CafiadaDrive fromLambertLaneto ka Road.
• Skyline Drive from OrangeGroveRoadto CampbellAvenue.
• WetmoreRoad/RuthrauffRoadfrom La ChollaBoulevardto FairviewRoad.
• KoIb Road from Sabino Canyonto SunriseDrive.
• CatalinaHighwayfrom TanqueVerdeRoadto HoughtonRoad.

• La Cholla Boulevard from On,arRoad to RiverRoad.
• South

12th Avenuefrom 38th Street to Los RealesRoad.

PimaCounty maintainsan “A+” rating from Standard& Poor’sand an ‘~‘Al” rating from Moody’s for
generalobligationbonds,streetandhighwayrevenuebonds,sewerrevenuebonds,andflood control gen-
eral obligationbonds.

State statuteslimit the amountof generalobligationdebtagovernmentalentity mayissueto 15% of its
total assetvaluation. The currentdebt limitation for PimaCounty is $725,334,which is significantlyin
excessofPimaCounty’soutstandinggeneralobligation debt.

Additional informationregardingthe County’sdebtcanbefoundin Note7 of thefinancialstatementson
pages58-71ofthis report.

EconomicFactors andNextYear’s Budget

The economicoutlook for the Countycontinuesto show anumberof hurdlesfor the Countyto work
through over the next year. With the State Legislature and the Governor of Arizona reducing state-
providedrevenuesby over$4,000,theCountyhasallocatedfundsto absorbthe costsassociatedwith this
lost revenue. Overall, the Countybudgethasincreasedfor fiscal year 2003-2004by $42,000as follows:

• Expendituresfor theGeneralFundareexpçctedto increase by $18,400to fund higher employee
healthinsurancepremiums, increasedcostsforbehavioralhealthservices, anincreasein required
paymentto the State’s County Contribution Fund, increasedprobation costs,and a decreasein
paymentto theArizonaLongTermCareSystem.
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• SpecialRevenueFundsareexpectedto haveexpendituresincreaseby $2,600,duemostly to an
increase in the TransportationFund’soperatingandmaintenancebudgetandan increasein the

County’s mandated contribution to the Arizona State Retirement System. Theseincreasesare
coupled with various minor decreases throughout the Special Revenue Funds.

• Expenditures within the Debt Servicefund areexpectedto increaseby $5,700in order to cover
payments for bond salesmadein fiscal year 2002-2003aswell ascosts associatedwith proposed
restructuring of debt in fiscal year2003-2004.

• Budgetedexpenditures for the Capital Projects Fund increased by $23,400 in alignment with the
budgetdetailedin the County’s Capital Improvement Plan.

• TheEnterpriseFunds’budgetincreased$38,900to covertheexpansionof the WastewatcrMan-
agementsystemaswell asexpectedincreasesin costsfor PimaHealthSystemandServicesre-
latedto the awardof a five-yearacutecarecontract,increasedenrollmentunderAHCCCS and
ALTCS, andrisingmedicalcarecosts.

Othersignificantactivity affectingthe fiscalyear2003-2004budgetincludethefollowing:

• The County hasbudgeteda $20,000transferfrom the general fund to Kino Community Hospital
to coveran estimatedlossof $15,000,increasedpersonnelcostsof $3,000,andrequiredfacility
improvements of $2,000.

• The total County taxrate was decreased by $0.00 17.

• Across-the-boarddepartmental reductions averaging 4.5%were adopted.

• Salary increases to Countyemployeeswerenot budgetedfor thecomingyear,as fundswerenot
available to do so while still meeting the requirements of thepublic.

Requestfor Information

This financial reportis designedto provide a general overview of theCounty’s finances. Any questions
concerningthe information provided in this reportor requestsfor additional financial informationshould
beaddressedto theFinanceDepartment,130W.Congress,7thFloor, Tucson,AZ, 85701.
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PIMA COUNTY ExhibitA-i
STATEMENTOFNETASSETS

PrimaryGovernment
Governmental Business4ype Component

Activities Activities Total Units

Cashandcashequivalents
Investments
Propertytaxesreceivable(net) 10,700
Interest receivable 711 63
Internalbalances 10,235 (10,235)
Due from other governments 40,372 3,899
Accountsreceivable(net) 1,473 17,600 1,593
Inventories 2,617 3,431 417
Prepaids 3,866 1,209 212
Other assets 200 848 1,619
Restrictedassets:

Cash and cash equivalents 141,843 149,745 3,356
Interestreceivable 20
Investments 2,750 2,750
Regulatoryasset 7,812
Deposits with fiscal agents 68 68

Capital assets (net):
Land 127,854 958

200,966 3,397Buildingsandimprovements
Sewageconveyancesystem
Machineryandequipment 32,875
Infrastructure 79,253
Construction in progress 133,185

Total assets 850,934

LIABILiTIES
Accountspayable
Interestpayable
Contractretentions
Employeecompensation
Due to othergovernments
Depositsandrebates
Deferredrevenues
Noncurrentliabilities:

Duewithin oneyear
Duein morethanoneyear

Total liabilities

NET ASSETS
Investedin capitalassets,netof relateddebt
Restrictedfor:

Specialrevenue
Debtservice
Capitalprojects
Wastewatermanagement
Healthcare

Unrestricted(deficit)
Total netassets

SeeNotesto theFinancialStatements

12,865 140,719
147,183 348,149
264,665 264,665

9,507 42,382
79,253

136,171 269,356
629.205 1,480,139

771
35,674
3,154

71,204

AsofJune30, 2003
(in thousands)

ASSETS
$ 61,966 $ 34,077 $ 96,043 $ 10,914

1,327
10,700

774

44,271
19,073
6,048
5,075
1,048

7,902
20

30,032 22,802 52,834 1,596
23 19 42 534

643 643
30,495 8,809 39,304

855 6,099 6,954
2,890 2,890 168
3,998 1,348 5,346

50,124 9,235 59,359 2,222
325,795 139,908 465,703 49,867

- 444,855 188,220 633,075 54,387-

272,130 444,590 716,720 2,720

29,322 29,322
2,926 1,245 4,171 2,397

35,686 3,008
3,669

13,217

38,694
3,669

13,217

455

66,015 (24,744) 41,271 11,245
406,079 S 440,985 $ 847,O64 $ 16,817
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PIMA COUNTY

BALANCE SHEET
GOVERNMENTALFUNDS
June30,2003 -

(in thousands)

Exhibit A—3

General S!pItal Prejects

Other
Governmental

Funds —

Total
Governmental

Funds

Cashandcashequivalents
Depositswith fiscalagents
Investments
Propertytaxesreceivable(net

ofallowancesfor uncollectables)
Interestreceivable
Duefrom otherfunds
Duefrom othergovernments
Accountsreceivable
lnventoxy
Prepaidexpenditures
Loan receivable
Restrictedassets

7,971
83

21,149
10,281
1,026

2,349 41
200

2,744

2,298 2,298
477 2,867

200
2,744

Total assets $ 62,475 -L 93,308 $ 80,768 $ 236,551

Liabilities and fundbalances

Totalfund balances 33,548 82,834 49,013 165,395

Total liabilitiesandfundbalances $ 62,475 5 93,308 $ 80,768 ~j_~ 236,551

SeeNotestothe FinancialStatements

$ 19,416 $ 86,292 $ 55,551 $ 161,259
68 68

6 6

120 214 417
1,653 1,491 24,293
2,443 17,514 30,238

9 426 1,461

Liabilities:
Accountspayable
Interestpayable
Contractretentions
Employeecompensation
Interfijnd payable
Dueto other funds
Dueto othergovernments
Depositsandrebates
Generalobligationbonds
Deferredrevenues

Totalliabilities

Fundbalances:
Reservedfor

Inventoty
Prepaidexpenditures
Debtservice
Capital repairsandrefhrbishments
Loan receivable
Specifiedprograms

Unreserved,reportedin:
Generalftrnd
Specialrevenuefunds
Capitalprojectsfund

$ 8,470 S 7,024 $ 12,336 $ 27,830
I 15 7 23

631 12 643
8,816 39 3,228 12,083

177 9 186
2,601 21 11,165 13,787

623 232 855
132 2,744 14

5
2,890

5
8,107 4,747- 12,854

28,927 3l~755 • 71,156

2,298
477

3,146
75

2,298
2,867
3,146

75

200

2,349

200

30,999

41

82,793

705

42,312

705

30,999
42,312

- 82,793
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PIMA COUNTY Exhibit A—4
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTALFUNDS

TOTHE STATEMENT OFNETASSETS
JUNE30,2003
(in thousands)

Fund balances- total governmentalfunds $ 165,395

Amountsreported for governmentalactivities in thestatementof
netassetsaredifferent because:

Capital assetsusedin governmentalactivities arenot financialresources -

andthereforearenot reported in thegovernmentalfunds
Governmental capital assets $ 654,808
Less accumulateddepreciation (97,413) 557,395

Certaia receivablesare not availableto pay for current period expenditures and
therefore arenot reported in thegovernmental funds

Duefrom other governments 10,061
Other 179 10,240

Someliabilitiesarenot dueandpayablein thecurrentperiodandtherefore
arenotreportedin thegovernmentalfunds

Bondspayable (313,291)
Loansandleasespayable (35,109)
Certificatesofparticipationpayable (1,560)
Employeecompensation (17,746) (367,706)

Deferredrevenuein governmentalflmdsis susceptibleto full accrualon the
government-widestatements 8,856

internalservicefundsareusedby managementto chargethecostsofcertain
activitiesto individual funds.The assetsandliabilities oftheinternalservice
fundsareincludedin governmentalactivitiesin thestatementofnetassets 31,899

Netassetsofgovernmentalactivities $ ~P~19Z?

SeeNotesto theFinancialStatements
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PIMA COUNTY

STATEMENTOF REVENUES,EXPENDITURESAND CHANGESIN FUND BALANCES
GOVERNMENTALFUNDS

For the Year EndedJune30,2003
(in thousands)

Exhibit A-S

Revenues:
Taxes
Specialassessments
Licensesandpermits
Intergovernmental
Chargesforservices
Finesand forfeits
Interest
Miscellaneous

Totalrevenues

Expenditures:
Current:
Generalgovernment
Public safety
Highwaysandstreets
Health
Welfare
Culture and recreation
Educationandeconomicopportunity

Capitaloutlay
Debtservice- principal

- interest
- miscellaneous

Tots! expenditures

General

$ 194,552

2,010
112,530
23,750

4,111
I,015
2,884

340,852

tl0,813
90,375

2,762
84,130
12,858
4,812

1,550
1,613

4

308,917 -

Capital Projects

$ 4,642
3,683

1,242
1,344 -

10,911

97,147

97,147

Other
Govemmental

Funds

$ 63,823
1,023
4,077

128,206
8,288

936
1,895
6,128

214,376

21,603
36,780
26,741
21,267

108
12,356
30,245

43,994
14.082

20

- 207,l96_

Total
Governmental

Funds

$ 258,375
1,023
6,087

245,378
35,721

5,047
4,152

10.356

566,139

132,416
127,155
26,741
24,029
84,238
25,214
35,057
97,147
45,544
15.695

24

613,260

Excess(deficiency)ofrevenuesover
(under) expenditures 31,935 (86,236) 7,180 J47,12l)

OtherfInancingsources(uses):
Issuancecoston bonds
Premium on bonds
Capitalleases
Proceedsfrom saleofcapitalassets
Faceamountoflong-termdebt
Transfersin
Transfers(out)

Totalother financing sources(uses)

Extraordinaryitem:
Loss from StateTreasurer’sLocalGovemment
InvestmentPool

Netchangein fundbalances

Fund balanceatbeginningofyear

177
36

29,435
(54,584)

(163)
410
177
37

85,000
78,457

(93,597).

70,321

147,803

SeeNotesto the FinancialStatements

10,822

(38,62!)

(27,799)

(163)
410

85,000
38,200

(392)

123.056

(979)

.2,406 35,841

31,142

(24,936) _______________

(6,2371

(21,284) 16,963

69,66846,993

Changein reservefor inventory 629 629

Fundbalanceatendofyear S 33,548 S 82,834 $ 49,013 S 165,395
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PIMA COUNTY Exhibit A-6
RECONCILIATION OF THE STATEMENTOFREVENUES,EXPENDITURES

AND CHANGESIN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FORTHEYEAR ENDEDJUNE30, 2003
(in thousands)

Netchangein fund balances- totalgovernmentalfunds $ 16,963

Amountsreportedfor governmentalactivitiesin thestatementofactivities
aredifferentbecause:

Governmental funds report capital outlaysasexpenditures.However,
in the statementofactivities, thecostof thoseassetsis depreciated
over their estimateduseful livesandreported asdepreciationexpense

Expenditures for capital assets $ 74,133
Lesscurrent year depreciation —- (10,995) 63,138

The issuanceoflong-term debt (e.g.,bonds, teases)provides current financial
resourcesto governmental funds, while the repaymentof theprincipal of kng-term
debtconsumesthe current financialresourcesofgovernmentalfunds. Neither
transaction,however,hasanyeffecton netassets.Also, governmental funds report
theeffectofissuancecosts,premiums,discountsandsimilaritemswhendebtis
first issued,whereastheseamountsaredeferredandamortizedin thestatement
of activities.This amountis theneteffectof thesedifferencesin thetreatment
of long-termdebt andrelateditems

Faceamountof long-termdebt (85,000)
Debtservice- principalpayments 45,544
Premiumon bonds (410)
Capital leases (177)
Deferred bond issuecosts 163
Amortization expense (361) (40,241)

Somerevenuesreported in the statementofactivitiesdo not represent
thecollectionofcurrent financialresourcesand thereforeare not reported as
revenuesin the governmentalfunds

Tax revenues 462
Other 5,187 5,649

Someexpensesreportedin thestatementofactivitiesdo not require theuseof
current financial resourcesand therefore are not reported asexpenditures in the
governmental funds

Changein compensatedabsences (311)
Losson disposalofcapital assets (833)
Changein reservation offund balances 629 (515)

Internal servicefunds are usedby managementto chargethecostsofcertain
activities to individual funds. A portion ofthenet revenueofthe internal servicefunds is
reported with governmental activities (683)

Change in netassetsof governmental activities $ 44,311

SeeNotesto the Financial Statements
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PIMA COUNTY Exhibit A-7

STATEMENTOF NET ASSETS
PROPRIETARYFUNDS
June 30,2003
(in thousands)

Currentassets:

Business-typeActivities
EnterpriseFunda Governmental

Pints Other Total Activities-
HealthCare wwaser Enterprise Enterprise InternalService

System _Management Funds Funds - Funds -

Accountspayable
Employeeeompensation
Interestpayable
Intsrtund payable
Due so otherfunds
Due soothergovernments
Deferredrevenues
Current portionof sewer revenue bonds
Currentportionofwastewaterloanspayable
Currentportionreportedbutunpaidtosses
currentportion incurredbutnot reportedlosses
Totalcurrentliabilities

Noncurrentliabilities:
Contractsand notes
l-sndtillclosurepayable
Sewerrevenue bonds
Wastewaterloans payable
Reponedbutunpaidlosses
Incurredbutnotreportedlosses
Totalnoncurrentliabilities

Total liabilities

ifeussess

Invested incapitalassets,netofrelateddebt
Restrictedfor

Debtservice
Capital projects
wastswsta management
Healthcare

Unrestricted

10,967

1,347
4,965
4,270

6,849
15,645
58,133
59,281

10,894 426,183

1,245
3,008
3669

13,217
2,370 (35,477)

12,705
6,099
1,348

4,965
4,270

6,849
15,645
58,133
59,281

10031
______________ ______________ 9.954
______________ 139.908 19.985

1.245
3,008
3,669

13.217
8,393 (24714)

28.934

Total netassets 5 26,411 5 398,628 5 I&906 441,015 ~j 31,869

SeeNotesto sheFinancialStatements.

Some amountsreportedfor business-typeactivitiesin the
statementofnetassessaredifferentbeesusecertaininternal
serviceltsndassetsandliabilities areincludedwith business-type
activities.

Net assessofbusiness-typeactivities

(30)

S 4-10,985

Cash and cashequivalents 5 23,748 5 966 S 9,363 $ 34,077 $ 42,549
Interest receivablc 36 7 20 63 t IS
Intertlsnd receivables 299 299
Due from other funds 2,002 2 197 2,201
Due from other governments 3,612 287 3,899 73
Accountsreceivable 20,706 6,860 34 17600 2
Inventory 820 2.611 3,431 318
Prepsidexpense 1,064 129 16 1,209 998

Totalcurrentassets
Noncurrentassess

42,287 10.862 9,630 62,779- 44,065

Restricted:
Cashandcashequivalents 7,902 7,902
Interest receivable 20 20

Totalrestrictedassets 7,922 7,922
Capitalassess:

Land and otherimprovements 250 I 1,958 657 12,865 592
Buildings and improvements 29,388 216,424 12,927 258,739 462
Sewageconveyance%ystetn 399.747 399,747
Equipment 9,896 l6983 969 27,648 28.171
Lestaccumulateddepreciation (28,640) (229,299) (1,040) (284,979) (12,487)
Constructionin pregresa 136,171 136.171

Totalcapitalassets(netofsccumutateddepreciation) 10.894 551,984 7,513 570,391 16,738
Deferredfinancingcoats 848 848

Totalnoncurrentsssets 10,894 560,754 7.513 $79,161 16.738

Totalassess

Liabtities

Current liabilities:

53,181 • ~ 571.616 _ 17.143 641.940 60.803

14,163 8,372 267 22,802 2,202
4,846 3,147 816 8,809 663

7 12 19
113

1,736 2
5.947 152

2,996
________________ ________________ ________________ ________________ 2.973
T 26,700 32,080 1,237• 61,017 3.949

_____________ 139,908 _____________ _____________ _____________

26300 ~ 172,988 1.237 200,925 ______________

7,513 444,590 l&738

- 15,131
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PTMACOUNTY

STATEMENTOF REVENUES,EXPENSESAND CHANGESIN FUN]) NETASSETS
PROPRIETARYHiNDS

ExhibitA~8

FortheYearEndesliune30, 2003
(in thousands)

Operatngrevenues:
Net patient services
Chargesfor services
Other(including 523,799indisproportionate

sharesettlement)
Reimbursementofdisproportionatesharesettlement

Total net operatingrevenues

Operating expenses:
Employeecompensation
Medicalclaims
Operatingsuppliesand services
Utilities
Sludgeandrelinedisposal
Repairandmaintenance
Landfill closureandpostclosurecarecosts
Incurredlosses
Insitrance premiums
Generaland administrative
Consultantsandprofessionalservices
Depreciationandamortization

Totaloperatingexpenses

Operatingincome(loss)

Nonoperatingrevenues(expenses):
Grants
SharedState taxrevenue
Interestincome
Sewer connectionfees
Interestexpense
Losson disposalof capitalassets
Amortization ofdeferred charges

Totalnonoperatingrevenues(expenses):

Income(loss)beforecontributions,transfersand
extraordinaryitem:
Capitalcontributions
Extraordinaryitem:
Loss from StateTreasurer’sLocalGovcrnsneut
lnvestsnentPool

Transfersin
Transfers(out)

Netassetsat beginningofyear

Netassetsat endof year

Governmental
Activities-

InternalService
________________ ________________ ________________ ________________ Funds

$ 195,872
61,223 $ 28,751

29,346 750
___ (2~5l8

)

200,~J_ 52,217 10,045 262,923 29,501

59,040 25,378
127,235

5,228
1,977
2,242
5,105
1,078

90,824
127,235

13,864
3,575
2,242
6,801
1,078

(21,027) (17,133) 318 (37,842) 627

2,014
20,280
(5,271)

(213)

- (89) __________________________________

4,898 16,984 132 22,014 (181)

(16,129) (149)

1,819 23,702 15,521

(2,673)
23,065

(1,164)
23,065

-- - (7,993) _________________ (134) — (8,127)

26,883 386,338 15,836 429,057 32,431

$ 26,481 S 398,628 $ 15,906 441,015 $ 31,869

Someamountsreportedforbstsiness-(ypcactivities in the
statementofactivitiesaredifferentbecausea portionofthe
netrevenueofcertaininternal servicefunds is reported
with business-typeactivities,

Changein netassetsofbusiness-typeactivities

121

$ 12,079

SeeNotesto theFinancial Statements

Business-typeActivities
EnteruriseFunds

HealthCare
System

5 195,872

Wastewater
Management

Other
Enterprise

Funds

Total
Enterprise

Funds

S 51,346 $ 9,877

28,307 871 168

7,889
1,328

1,446

9,931
13,434
1,385

221,688

6,406

747
270

250

1,141
471
442

9,727

8,026
3,646

16,670
69,350-

5,885

4,293

78

7,036
4,822
4,183

635
1,942

28,874

19,098
17,551
18,497

300,765

304
959

4,605

575

(163)
(119)

4,909

959
1,727

20,280
(5,434)

(338)
_________________ (89)

138

(6)

729

(910)

Changein net assets

450

(246)

(15,828) 446

(1,263)

(402) 12,290 70

(1,210)
202

(562)11358
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1’IMA COUNTY ExhibIt A-9

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

Cashflows from noncapital financing activities:

Interestpaidon short-termcredit
Transfersin
Transfersout
Loanpaymentsfrom other funds
Proceedsof loansfrom other funds
Loan paymentsto other funds
SharedStatetax revenues
Grantrevenues

Netcashprovidedfor noncapital financing activities

Cashflows from capital andrelatedfinancing activities:
Proceedsof loans
Principal paid on bondsand loans
Interest paid on bondsand loans
Sewerconnectionfees
Proceedsfrom saleof capitalassets
Purchaseof capital assets

Net increase(decrease)in cashandcashequivalents

Cashandcashequivalentsat beginningofyear

Cashandcashequivalentsatendofyear

SeeNotesto theFinancialStatements

(176) (176)

21,065
(8,127)

Z313
12,643

(10) (12,584)
958 958

- 4,211 304 -~ 4,515 ____________

6,269 12,244 - — 2,094 20,607 - 2,411

9,746 9,746
(8,887)
(4,742)
19,701 19,701

440

______________ —. (59,2~ (71) (59,860) — (5,618)

- (1,164) (1,263j _____________ (2,673) (1,210

)

(596) (138) (104) (838) - (461

)

- 34,033 39,564 6,780 8O~377

~ $ 8,868 $ ....?,363 $ 41,979 $ 42,549

(Continued)

Pima Other
Enterprise

Funds

FortheYear EndedJune30, 2003
(in thousands)

HealthCare
,~~ystem

Wastewater
Management

Cashflowsfrom operatingactivities:
Cashreceived from other funds for goodsandservicesprovided $ 6,472 S 627 5 7,099
Cashreceivedfrom customersfor goodsandservicesprovided 193,411 $ 51,599 9,880 254,890
Cashreceived from miscellaneousoperations 2,938 2,449 148 5,535
Cashpaymentsto suppliers for goodsand services (156,235) (19,752) (1,650) (177,637)
Cashpaymentstoother funds for goodsandservices (3,489) (8,815) (2,383) (14,687)
Cash paymentsfor incurred losses
Cashpaymentsto employeesfor services (58,4941 - (24,873) (5,958) (89,325)

Netcashprovided by (used)for operatingactivities (15,397) 608 664 (14,125) 886

Total
Enterprise

Funds

Governmental
Activities-

InternalService
Funds

$ 28,755

693
(11,317)

(2,232)
(9,194)
(5,819)

21,065
(7,993)

1,736
(12,574)

75

10,907

(134)
2,238

202

2,211

(2)

Netcashusedfor capitalandrelatedfinancingactivities

Cashflows from investingactivities:
Intefestreceivedon cashandinvestments

Lossfrom StateTreasurer’sLocalGovernment
InvestmentPool

Netcashusedfor investingactivities

(8,887)

(4,742)

_____________ — (43,419) (7l) (44,042) — (5,178)

568 1,125 142 1,835 749

(10,285) (30,696) 2,583 (38,398) (2,342)

37



PIMA COUNTY Exhibit A-9.1

STATEMENTOFCASHFLOWS

PROPRIETARYFUNDS
FortheYearEndedJune30,2003
(in thousands)
(Continued)

Netcashprovidedby (uscd)for operatingactivities $ (15,397) S 608 $ 664 - $ (14,125) $ 886

Noncashinvesting,capital,andfinancingactivitiesduringtheyearendedJune30,2003:

WastewaterManagementEnterpriseFundretiredcapitalassetswith a netbookvalueof $213.

WastewaterManagementEnterpriseFundreceivedcapitalassetswith anet bookvalueof$I,129from theOtherInternalServiceFunds.

WastewaterManagementEnterprise Fund wascontributed developerbuiltconveyancesystemswith estimatedfair valuestotaling $12,473.These
contributionswererecordedasan increasein capital assetsand capitalcontributions(anoncnsbtransaction).

WastewaterManagementEnterpriseFundreceivedcapitalassetswith anetbook valueof$99 from theCapitalProjectsFund.

PimaHealthCareSystemEnterpriseFundretiredequipmentwith anetbookvalueof$119.

PimaHealthCareSystemEnterpriseFundreceivedequipmentfrom theCapital ProjectsFundwith anetbookvalueof$1,813andreceived
donatedequipmentvaluedat$6.

OtherEnterpriseFundsdisposedof capitalassetswith anetbookvalueof$6.

OtherInternalServiceFundsretiredequipmentwith anetbookvalueof$221.

SeeNotesto theFinancialStatements

Reconciliation ofoperatingincome(loss)to net Pima Other Total
cash provided (used)by operatingactivities

Operatingincome (loss)

HealthCare
System

$ (21,027)

Wastewater
Management
$ (17,133)

Enterprise
Funds

$ 318

Enterprise
Funds

$ (37,842)
Adjustmentsto reconcileoperatingincome(loss)to

netcashprovided (used)by operatingactivities:
Depreciationandamortization 1,385 16,670 442 18,497
Provisionfor doubtful accounts 6,203 6,203

Landfill closureandpostclosurecarecosts 1,078 1,078
Decrease(increase)in accountsreceivable (3,328) 1,497 (17) (1,848)
Decreasein interfundreceivables 500 500
Decrease(increase)in inventoryandotherassets (732) 233 (15) (514)
Increase(decrease)in accountspayable (3,025) (2,237) (84) (5,346)

(Decrease)in interfundpayables (23) (5) (28)
(Decrease)in reportedbut unpaid losses
Increasein incurredbutnot reportedlosses
Increase(decrease)in othercurrentliabilities

Governmental
Activities-

InternalService
Funds

$ 627

1,942

(69)

(46l)

1,071

(3,975)
1,817

4,650 505 20 5,175 (66)
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ExhibitA-10PEMA COUNTY
STATEMENT OF FIDUCIARY NETASSETS
Fiduciary Funds
June30,2003
(in thousands)

Investment
Trust
Funds

ASSETS
Cashandcashequivalents
Interestreceivable
Duefrom othergovernments

Total assets _________________

LIABILITIES
Employeecompensation
Due to other governments
Depositsandrebates

Total liabilities ________________

NET ASSETS ___________

Held in trustfor pool participants ________________

SeeNotestotheFinancialStatements

Agency
Funds

S 122,905 $ 33,584
272

123,177

3,978

37,562

2,522
13,531
21,509

I - 37,562

!_ 123,177
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Exhibit A-I I

ADDITIONS

Contributions from participants

Total contributions
Investmentinterestearnings

Total investmentearniàgs

Total additions

DEDUCTIONS
Distributionsto participants

Total deductions

Changein net assets

Net assetsheld in trust July 1,2002

Net assetsheld in trust June30, 2003

SeeNotestothe FinancialStatements

$ 1,832,528
I,832~528

3,133
3,133

1,835,661

1,875,271

1,875,271-

(39,610)

162,787

$ - 123,177

PIMA COUNTY
STATEMENT OFCHANGESIN FIDUCIARY NET ASSETS
Fiduciary Funds
For theYearEndedJune30,2003
(in thousands)

Investment
Trust
Funds
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ASSETS
Cash andcash equivalents
Investments
Accountsreceivable(net)
Inventories
Prepaids
Otherassets

Restrictedassets:

Cashand cashequivalents
Regulatoryasset

Capitalassets(net):
Land
Buildingsandimprovements
Machinery andequipment
Watersystem
Constructionin pro&ess

Total assets

LIABILITIES
Accountspayable
Depositsandrebates
Payablefrom restrictedassets

Noncurrentliabilities:
Duewithin one year:

Contracts and notes
Revenuebonds

Due in more thanoneyear:
Contracts and notes
Revenuebonds

Total liabilities

Metropolitan
Domestic

Water
Improvement

District

$ 9,938
1,327
1,504

377
192

1,596

3,345
7,812

950
1,749

561
34,702
2,785

66,838

Marana
Domestic

Water
Improvement

District

S 164 $

61
3 20

14 9

II

812 S 10,914
1,327

28 1,593
37 417

212
1,619

3,356
7,812

958
3,397

771
35,674
3,154

71,204

PIMA COUNTY
COMBINING STATEMENT OF NET ASSETS
Component Units
June30,2003
(in thousands) -

Exhibit A-12

Total

Southwestern
Fair

Commission

8
2

15
972
369

1,619

1,646
‘95

2,747

1,409
139
534

• 18
17

169
12

1,596
168
534

105
1,980

26
7

104 235
1,987

1,716 1,107 533 3,356
46,184
52,067

327
1,502

46,511
54,387

1,603 (87) 1,204 2,720

2,386
425

11
30

2,397
455

10,357
14,771 $

193
Ill S

695
1,929 S

11,245
16,817

NET ASSETS
Invested in capital assets, net of related debt
Restrictedfor:

Debtservice
Capital projects

Unrestricted
Total net assets

SeeNotesto theFinancial Statements
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PIMA COUNTY

Notesto Financial Statements
June 30, 2003
(in thousands)

NOTE 1: ~TiMMARYOF SIONWICANT ACCOUNTiNG POLICWS

The accounting policies of Plina County conform to generally acceptedaccountingprinciples applicableto

governmentalunitsadoptedby theGovernmentalAccountingStandardsBoard(GASB).

A. Reporting Entity

The Countyis ageneral-purposelocal governmentthatis governedby aseparatelyelectedboardof PimaCounty
supervisors.The accompanyingfinancial statementspresenttheactivitiesof the County(the primary government)
anditscomponentunits,

Componentunits arelegally separateentities for which the Countyis consideredfinancially accountable.Blended
componentunits,althoughlegally separateentities,arein substancepartoftheCounty’s operations. Therefore, data
from theseunits is combinedwith dataof theprimary government. Discretelypresentedcomponentunits, on the
otherhand,are reportedin a separatecolumn in the combinedfinancial statementsto emphasizetheyare legally
separatefrom the County. Eachblendedand discretely presentedcomponentunit discussedbelow hasa June 30
year-end.

The Municipal Property Corporation (MPC) is a nonprofit corporation created by the Pima County Board of
Supervisorsto assistin the developmentof the County, amongother things, by acquiring, constructingand
improving any facilities, includingrealpropertyand improvementsandpersonalproperty,entirely for useby the
County. TheCorporationundertookits first bond issuein October, 1992. The Corporation is governedby a five-
memberboard electedby the Pima CountyBoardof Supervisorsto one-yearterms. TheCorporationis reportedasa
specialrevenuefund (blended componentunit) in thesefinancialstatements. Completefmancialstatementsfor the
MPC can be obtained from the Pirna CountyFinanceDepartmentlocatedat 130 WestCongressStreet,Tucson,
Arizona85701.

The PimaCountyStadiumDistrict, a legally separateentity, was formedto promoteandestablishmajor league
baseballspringtrainingin PitnaCounty. TheBoardof DirectorsoftheDistrict comprisesthesameindividualswho
constitutethePima County Board of Supervisors. Acting in the capacityof theBoardof Directors, thePimaCounty
BoardofSupervisorsis ableto imposeits will onthe District. The Board of Directors leviesthe car rental surcharge
rates andthe recreationvehicle (R.V) park tax for the District. The District is reported asa specialrevenuefund
(blended component unit) in these fmancial statements. Completefinancial statementsfor the District canbe
obtainedfrom the Pima County FinanceDepartment locatedat 130WestCongressStreet,Tucson,Arizona 85701.

The PimaCountyLibrary District wasestablishedin 1986 when legislation allowed full taxing authority and the
ability to enter into agreementswith other jurisdictionsfor the provision of libraryservices. The Board of Directors
is the Pima County Board of Supervisors. The terms of the Board aredeterminedby the actualtime oneis a Pima
CountySupervisor. The Library District andthe City of Tucsonhave had intergovernmental agreementsto provide
library servicessince 1986.TheLibrary District is reported asa specialrevenue fund (blendedcomponentunit) in
thesefinancial statements. Financialinformationfor the District is presentedin the CombiningStatementsand
OtherSchedules— Other(Non-major)GovernmentalFundson pages88-91 ofthisreport.

ThePimaCountyFloodControl District wasestablishedJune 5, 1978,andbecameoperationalon July 1, 1978. To
complywith federal law, the Stateof Arizonaenactedthe Floodplain ManagementAct of 1973. This act authorized
thecountiesin Arizonato adoptrulesandregulationsconcerningthemanagementof floodplainareas.The Stateof
Arizonasubsequentlyauthorized flood control districts to levy taxes on real property to finance district-operating
expenses.The district is responsiblefor floodplain managementactivitiesfor the unincorporatedareasof Pima
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County(exceptingthenationalforests,parks,monumentsandIndianNations)andtheCityof SouthTucsomandthe
Townof Sahuarita.ThePimaCountyBoardof’ Supervisorsis theBoardofDirectorsfor theFlood Control District.
The Flood Control District is reportedas a special revenuefund (blendedcomponentunit) in thesefinancial
statements. Complete financial statementsfor the District can be obtainedfrom the Phna County Finance
Departmentlocatedat130WestCongressStreet,Tucson,Arizona85701.

TheMetropolitanDomesticWaterImprovementDistrict (MDWID) of PumaCounty,a legally separateentity, was
formedby thePimaCountyBoardof Supervisorson July 7, 1992. The initial Boardof DirectorsoftheDistrict was
comprisedof five membersappointedby the Pinia CountyBoardof Supervisors to varying terms. In November
I994, threememberswereelectedto four-yearterms. TheBoardof Directorsof theDistrict hasall the powersand
dutiesof theBoardof SupervisorsofPimaCountysitting as theboardofdirectorsofacountyimprovementdistrict
that are not in conflict with the provisionsof the law. The Pin CountyBoardof Supervisorsmay review all
financial transactionsoftheBoardofDirectorsof theDistrict. Additionally, thePitnaCountyBoardof Supervisors
may revokeatanytime the authorityof theBoardofDirectorsoftheDistrict in ordertoprotecttheresidentsof the
District. If this should occur, thePimaCountyBoardof Supervisorswouldgovernthe District. Basedon these
factors, the District is reportedas aseparatecomponentunit (discretepresentation)in thesefinancial statements.
Completefinancial statementsof theDistrict canbe obtainedfrom its administrativeoffices locatedat6265 North
La CanadaDrive, Tucson,Arizona85704.

The Southwestern Fair Commission, Inc. (SFC) is a nonprofit corporation,which managesand maintainsthe
fairgrounds owned by the County and conducts an annual fair and other events at the fairgrounds. The•
Commission’smembersare appointed,andcanberemovedatanylime, by thePimaCounty Board of Supervisors.
Based on these factors, SFC is reported as a separatecomponentunit (discretepresentation)in thesefinancial
statements. Completefmancial statementsfor SFC canbe obtainedfrom the PimaCountyFinanceDepartment
locatedat 130 WestCongressStreet,Tucson,Arizona 85701.

The Marana Domestic Water Improvement District (MARANA) of Pima County is a municipal corporation
organizedin 1997 under the lawsofArizona. It is apublic servicecorporationauthorizedto engagein the saleof
waterfor commercialanddomesticuse. The Board of Directorsof theDistrict areappointedby the PimaCounty
Board of Supervisors. The Boardof Directorsof the District has all the powers andduties of the Board of
Supervisorsof PimaCounty,astheboardof directorsof a Countyimprovementdistrict thatarenot in conflict with
the provisionsof the law. The PimaCounty Supervisorsmay review andshallhave veto authorizationover all
financial transactionsof theBoardofDirectorsof theDistrict. Additionally, thePimaCountyBoardofSupervisors
may revoke at any time theauthorityof theBoardof DirectorsoftheDistrict in orderto protecttheresidentsof the
District. If this shouldoccur, thePima CountyBoardof Supervisorswould governthe District. Basedon these
factors, the District is reported as a separate component unit (discrete presentation) in these financial statements.
Completefinancialstatementsof theDistrict canbeobtainedfrom its administrativeofficeslocatedat 16560W. El
Tiro Road, P.O.Box 518,Marana,Arizona 85653-0518.

B. Basis ofPresentation

The basic financial statements include both government-wide statements and fund-basedfmancial statements.The
government-wide statements focus on the County as a whole,while thefund-basedfmancialstatementsfocuson
major funds. Eachpresentationprovidesvalnableinformationthatcanbeanalyzedand comparedbetweenyears
andbetweengovernmentsto enhancetheusefulnessof theinformation.
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Government-wide statements - provide information about the primary government(Pima County) and its
componentunits. Thestatementsincludea statementof net assetsandastatementof activities. Thesestatements
report the financial activitiesof the overall government,exceptfor fiduciary activities. They also distinguish
betweenthe governmentalandbusiness-typeactivities of the Countyandbetweenthe Countyand its discretely
presentedcomponentunits. Governmentalactivitiesgenerallyarefmancedthroughtaxes and intergovernmental
revenues.Business-typeactivitiesarefinancedin wholeor in partby feeschargedtoexternalparties.

A statementof activitiespresentsacomparisonbetweendirectexpensesandprogramrevenuesfor eachfunction of
theCounty’sgovernmentalactivitiesandsegmentof its business-typeactivities. Directexpensesarethosethat are
specificallyassociatedwith aprogramor function and,therefore,areclearlyidentifiable to aparticular function.
TheCountydoesnotallocateindirectexpensesto programsor functions. Programrevenuesinclude:

• Chargesfor services(finesandforfeitures,licensesandpermits,andspecialassessments).
• Operatinggrantsand contributions.
• Capitalgrantsandcontributions.

Revenuesthat are not classifiedas programrevenues,including internally dedicatedresourcesand all taxes,are
reportedas generalrevenues.The neteffect of interflind activity hasbeeneliminatedfrom the government-wide
financialstatementsto minimizethedoublecountingof internalactivities.

Fund-basedfinancial statements— provide informationaboutthe County’sfunds, including fiduciary fundsand
blendedcomponentunits. Separatestatementsarepresentedfor the governmental,proprietary,andfiduciary fund
categories. Theemphasisof fund-basedfinancial statementsis on majorgovernmentalandenterprisefunds,each
displayedin aseparatecolumn. All remaininggovernmentalandenterprisefundsareaggregatedandreportedas
non-major funds. Fiduciary fundsareaggregatedandreportedby fund type.

Proprietaryfund operatingrevenues,suchas chargesfor services,result from transactionsassociatedwith each
fund’s principal activity in which eachparty receivesand gives up essentially equal values. Non-operating
revenues,suchassubsidiesandinvestmentearnings,resultfrom transactionsin whichthepartiesdo not exchange
equalvalues.Revenuesgeneratedby ancillaryactivitiesarealsoreportedas non-operatingrevenues.

TheCountyreportsthefollowing majorgovernmentalfunds:

TheGeneralFund— is theCounty’sprimaryoperatingfund. lt accountsfor all financialresourcesof the general
government,exceptthoserequiredto beaccountedfor in anotherfund.

The Capital ProjectsFund —accountsfor financial resourcesto be usedfor theacquisitionor constructionof
majorcapital facilities,otherthanthosefmancedby proprietary funds.

TheCountyreportsthefollowing majorenterprisefunds:

PimaHealthcareSystem— provideshealthcareservicesthroughKino Hospital,PimaHealthSystem,andHome
Health including inpatienthospitalcareandoutpatientclinical carefor medicalandpsychiatricproblems,indigent
healthcareundertheArizonaHealthCareCost ContainmentSystem(AHCCCS), analternativeto Medicaid,home
healthservicesandlong-termnursingcare.

WastewaterManagementFund—accountsfor the managementand operationof wastewatertreatment,water
pollutioncontrolprograms,andsolid wastemanagementthroughouttheCounty.
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TheCountyreportsthefollowing fundtypes:

internal servicefunds — accountfor thefinancingof goodsor servicesprovidedby onedepartmentor agencyto
otherdepartmentsor agenciesof theCounty,or to othergovernmentalunits,on a cost-reimbursementbasis. These
funds accountfor automotivemaintenanceandoperation,insurance,printing andgraphics,and telecommunications
services.

Investmenttrust funds — accountfor assethheld by the CountyTreasurerin an externalinvestmentpool and
individual investmentaccountsfor thebenefitof outsidejurisdictions.

Agencyfunds —accountfor the assetsheldby theCountyasanagentfor individuals,privateorganizationsor other
governmentalunits. The agencyfund is custodialinnatureanddoesnot presentresultsof operationsor have a
measurementfocus.

C. Basisof Accounting

The government-wideand proprietary funds fmancial statementsare presentedusing the economicresources
measurementfocusand the accrualbasisof accounting. Revenuesare recordedwhenearnedandexpensesare
recordedat the time liabilities are incurred,regardlessof whentherelatedcashflows takeplace. Propertytaxesare
recognizedasrevenuein the year for which they are levied. Grantsanddonationsarerecognizedasrevenueassoon
as all eligibility requirements imposed by the provider have been met.

Governmentalfunds in the fund-basedfmancial statementsare reportedusing the current fmancial resources
measurementfocusand themodifiedaccrualbasisof accounting.Underthismethod,revenuesarerecognizedwhen
measurableandavailable. TheCountyconsidersall revenuesreportedin thegovernmentalfundsto be availableif
the revenuesare collectedwithin 30 days after year-end.Expendituresarerecordedwhentherelatedfund liability is
incurred,exceptfor principalandintereston generallong-termdebt,claimsandjudgments,compensatedabsences,
and landfill closure and postclosure care costs, which are recognized as expendituresto theextent theyare dueand
payable.Generalcapitalassetacquisitionsarereportedasexpendituresin governmentalfunds. Proceedsof general
long-term debt and acquisitions under capital lease agreements arereportedasotherfmancingsources.

Under the terms of grant agreements, the Countyfundscertainprogramsby a combinationof grantsandgeneral
revenues. Therefore,whenprogramexpensesare incurred, there are both restricted and unrestricted net assets
available to fmance the program. The County applies grant resourcesto suchprogramsbefore usinggeneral
revenues.

The County’sbusiness-typeactivitiesandenterprisefundsfollow FASB StatementsandInterpretationsissuedonor
before November30, 1989; Accounting Principles BoardOpinions; and Accounting ResearchBulletins, unless
thosepronouncementsconflict with GASBpronouncements.
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D. CashandInvestments

For purposesof its statementof cash flows, the County considersonly thosehighly liquid investmentswith a
maturityof3 monthsor lesswhenpurchasedto becashequivalents.

Nonparticipating interest-earninginvestmentcontracts are stated at cost. Money market investmentsand
participatinginterest-earninginvestmentcontractswith aremainingmaturityof 1 yearor lessattime ofpurchaseare
statedat amortizedcost. All otherinvestmentsarestatedatfair value.

If an individual fund has a deficit balancein theamounton depositwith the CountyTreasurerat year-end,that

balanceis reclassifiedasan amount due to other flmds.

E. Inventories

Inventories of thegovernmentalfundsconsistof expendablesuppliesheld for consumptionand are recordedas
expenditures at the time of purchase. Amounts on hand at year-end are shown on the balance sheet as anassetfor
informationalpurposesonly and are offset by a fund balancereserveto indicate that they do not constitute
“availablespenthbleresources.” Theseinventoriesarestatedat costusing thefirst-in, first-out methodor average
costmethod. Inventoriesof:

• Pinm Health Care System,an enterprisefund, are valued at the lower of costor market, costbeing
determinedon thefirst-in, first-outmethod.

• WastewaterManagement,anenterprisefund, arevaluedat lower of costor market,costbeingdetermined
using themovingaveragemethod.

• Automotive Services,an internal service fund, are valued at the lower of cost or market, cost being
determined using the moving average method.

F. PropertyTax Calendar

TheCountylevies realpropertytaxeson or beforethethird Mondayin Augustthatbecomedueandpayablein two
equal installments. Thefirst installmentis dueon the first thy of Octoberandbecomesdelinquentafter thefirst
businessdayof November. Thesecondinstallmentis dueon thefirst day of Marchof the nextyearandbecomes
delinquentafterthefirst businessdayofMay.

Personal property taxes are alsolevied on or before the thirdMondayin August and become due and payable in two
equal installments. The first installment is due on the first thy of October andbecomesdelinquentafter the first
businessday of November. The secondinstallmentis due on the first thy of Marchof thenextyearandbecomes
delinquentafter thefirstbusinessthy ofMay.

A lien assessedagainstreal andpersonalpropertyattacheson the first thy of Januaryprecedingassessmentand

levy.

G. CapitalAssets

Capitalassetsarereportedatactualcost,or estimatedhistoricalcostif historicalrecordsarenotavailable. Donated

assetsarereportedatestimatedfair valueatthetimereceived.
Excluding componentunits,capitalizationthresholds,depreciationmethods,andestimateduseful lives of capital
assetsreportedin the government-widestatementsandproprietaryfundsareasfollows:
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Buildingsandbuilding

improvements

Equipment

All

$5

StraightLine

StraightLine

7 to 40Years

3 to 25 Years

Automotiveservicevehicles $5 UnitsofProduction
Basedonnumberof

hoursormiles

5 to 15 Years

Infrastructure $100 StraightLine 20to 50 Years

Land improvements $100 StraightLine 20 to 25 Years

Wastewatersewerconveyance $ 20 StraightLine 20 to 50 Years

Wastewatertreatmentfacilities,
transferstationsandother
propertyandequipment

II. InvestmentIncome

$ 20 StraightLine 50 Years

Investmentincomeis composedof interest,dividends,andnetchangesin thefair valueof applicableinvestments.

1. CompensatedAbsences

Compensatedabsencesconsistofvacationleaveandacalculatedamountof sick leaveearnedby employeesbased
on servicesalreadyrendered.

Employeesmayaccumulateup to 240hoursof vacationdependinguponyearsof service,but anyvacationhoursin
excessof the maximumamount that are unusedat year-endareforfeited. Upon terminationof employment,all
unusedand unforfeitedvacationbenefitsarepaid to employees. Accordingly, vacationbenefitsareaccruedas a
liability in thefinancialstatements.

Employeesmay accumulatean unlimited numberof sick leavehours. Generally,sick leavebenefitsprovidefor
ordinarysickpayandarecumulativebut areforfeiteduponterminationof employment. Sick leavebenefitsdonot
vestwith employees,howeveranestimateis madefor non-vestedsick leave. For employeeswhohavetwenty or
moreyearsof continuousservicewith theCountyor who havea combinedtotalof ageandyearsof serviceequalto
eighty points, and who retire from County service into the Arizona State RetirementSystem,Public Safety
PersonnelRetirementSystem,or CorrectionsOfficerRetirementPlan,sick leavebenefitsdo vestand,therefore,are
accrued.

Capitalization Depreciation Estimated
Threshold

Land All
Method UsefulLife

N/A N/A
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NOTE2: NET ASSETBEGINNING BALANCES RESTATED

The beginninggovernmentalactivities andbusiness-typeactivitiesnet assetbalancesarebeingrestateddueto an
error in the calculationof the internalbalancesfrom the Internal ServicesFund assets,liabilities and net revenues
whichwereincludedin thebusiness-typeactivities in theprioryear.

Governmental Business-type
Activities . Activities

Net assets-June30,2002,aspreviouslyreported $ 358,237 8 432,437
Correctionoferror 3,531 (3,531)
Net assets,July 1, 2002,asrestated $ . 361,768 $ 428,906

Thebeginningdiscretelypresentedcomponentunits’ netassetbalancewas restatedby $(13)to includetheMarana
Domestic WaterImprovementDistrict. Althoughthis District shouldhave beenincluded in the prior year, its
financial information was immaterial and unaudlited, and therefore not included. The discretely presented
componentunitswerethereforerestatedthisfiscalyearto includethisDistrict.

NOTE3: CASH AND INVESTMENTS

PRIMARY GOVERNMENT

The County’scashandinvestmentpolicies aregovernedby Statestatutesandby bond covenants. The County
Treasureris authorizedto investpublic moniesin the StateTreasurer’sInvestmentPool; interestbearingsavings
accounts,certificatesof depositandrepurchaseagreementsin eligible depositories;bondsor otherobligationsissued
or guaranteedby the United Statesgovernment;andbondsof the State of Arizona or any of its counties,cities,
towns, schooldistrictsasspecifiedby statute. Statestatutesalsorequirecollateralfor demanddeposits,certificates
of deposit and repurchase agreements at 101 percent of all depositsnot coveredby Federal depository insurance.
Obligationsthat maybepledgedascollateralareobligationsoftheUnitedStatesandits agencies,andobligationsof
the variousstatesandtheir municipalities,schooldistrictsandspecialdistricts. At leastmonthly, theTreasurer’s
Office determinesthat thecollateralis adequatetocoverthedepositsby calculatingthelower amountof paror fair
valueof individual securitiespledgedas collateral.

Most cash, including amountsheld in trust andagencycapacityfor otherentities, is depositedwith the County
Treasurerwho investsthepooledbalancesona short-termbasis. Interestreceivedis allocatedmonthly,onthe basis
of averagedaily cashbalances,to separatedistricts andto various County funds. The CountyTreasureralso
maintainsdiscretedepositandinvestmentaccountsfor variousfundsandotherentities. Depositsandinvestments
aredisplayedon thefmancialstatementsascashandcashequivalents,depositswith fiscalagents,investments,and
restrictedassets.

County Treasurer’s InvestmentFool—Arizona RevisedStatutesrequirecommunitycolleges,schooldistricts,and
other local governmentsto depositcertainpublicmonieswith the CountyTreasurer.The CountyTreasurerhasa
fiduciary responsibilityto administerthoseandtheCountymoniesunderherstewardship. TheCountyTreasurer
invests,on a pool basis,all idle moniesnot specifically investedfor a fund or program. In addition, the County
Treasurerdeterminesthe fair value of those pooled investmentsannuallyat June 30. The CountyTreasurer’s
InvestmentPool is not registeredwith the SecuritiesandExchangeCommissionas an investmentcompanyand
thereis no regulatoryoversightof its operations. The structureof the pooldoesnot provide for sharesandthe
County has not provided or obtainedany legally binding guaranteesto support the value of the participants’
investments.
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Deposits—AtJune30, 2003,the investmentpoolhadcashonhandof $4. The carrying amount of thepool’s total
cash in bank was $26,369and the bankbalancewas$38,398. Of thebankbalance,$100 wascoveredby federal
depository insurance and $38,298 wascoveredby collateralheldby thepledgingfinancialinstitution’s agentin the
County’sname.

Investments—AtJune 30, 2003, the County Treasurer’s InvestmentPool’s investmentsconsistedof $226,213
invested in the StateTreasurer’sInvestmentPool. The StateBoardof Investmentprovidesoversightfor the State
Treasurer’spools, and the Local GoverrunentInvestmentPool Advisory Committeeprovides consultationand
advice to the Treasurer. The fair value of a participant’s position in the pool approximatesthe valueof that
participant’s pool shares. Thosesharesare not identified with specific investments, are not subject to custodial
credit risk, and have nostatedinterest rate or maturitydate.

A condensedstatementof the investmentpool’s net assetsand changesin netassetsfollows:

StatementofNetAssets

Net assets held in trustfor:
Internalparticipants
External participants

Total Liabilities

Total netassetsheldin trust

$ 149,303
103,469

$ 0

$_~~ 252,772

Statementof Changesin Net Assets

Total additions
Total deductions

$ 4,851,230
(4,880,720)

Net decrease (29,490)

Netassetsheld in tmst:
July 1, 2002

June30,2003

282,262

$ 252,772

Other Cash andInvestments—AtJune30,2003,the total nonpooledcashon handwas $53. Thecanyingamount
of thetotal nonpooledcashin bankwas$19,557, and the bankbalancewas $20,374. Of the bankbalance,$16,408
was coveredby federal depository insurance;$3,129 was coveredby collateralheld by the pledging financial
institution’sagent in theCounty’sname;and$837wasuninsuredanduncollateralized.

Depositsheld in escrowtotal$5,731. Theyarenotreflectedin arisk category.

TheCounty’snonpooledinvestmentsarecategorizedbelowto give an indicationof the level of risk assumedby the
Countyat year-end. CategoryI includesinvestmentsthatare insuredor registeredin the County’snameor for
which the securitiesare held by theCountyor its agent in the County’s name. Category2 includesuninsuredand
unregisteredinvestments for whichthe securitiesare held by the counterparty’strustdepartmentor agentin the
County’sname. Category3 includesuninsuredandunregisteredinvestmentsforwhichthesecuritiesareheldby the
counterparty,or by its trustdepartmentoragent,but notin theCounty’sname. TheCounty’sinvestmentin the

50



PIMA COUNTY

Notesto FinancialStatements
June 30,2003
(in thousands)

State Treasurer’s lnvestment Pool represents shares of the pool’s portfolio. Those shares are not
specificinvestmentsand arenotsubjectto custodialcredit risk.

identified with

InvestmentType
Category

I 2
Fair

Value

U.S.Government Issues $ 0 $ 0 $ 1,646 $ 1,646 $ 1,646

StateTreasurer’s InvestmentPool

Total

125,522 125,522

$ 127,168 $ 127,168

A reconciliation offinancial statementamountsto amountsdisclosedwithin this footnoteis asfollows:

Basic Financial Statements:

Government-WideStatementofNetAssets:
Cashandcashequivalents
Restrictedassets:

Cash& cashequivalents
Investments
Depositswith fiscal agents

StatementofFiduciatyNetAssets:
InvestmentTrust Funds
AgencyFunds

$ 96,043

149,745
2,750

68

122,905
33,584

Total

Note3

$ 405,095

Cash in bankandon hand
Depositsheld in escrow
CountyTreasurer’sInvestmentPool
Other Investments

$ 45,983
5,731

226,213
— 127,168

Total $ 405,095

____ Reported
Amount
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DISCRETELY PRESENTED COMPONENT UNITS

MetropolitanDomesticWaterImprovementDistrict (MDWID)—At June30,2003,MDWID’s cashdepositshada
carryingbalanceof $1,213 anda correspondingbankbalanceof $1,234. Of thebankbalance$440wascoveredby
federaldepositoryinsuranceand the remainingamount,with the exceptionof operatingcashaccounts,was fully
insuredorcollateralizedwithsecuritiesheldby MDWID or its agentsinMDWID’s name.

TheMDWID cashandcashequivalentsalso include$1,850in operatingfundsheldby the PimaCountyTreasurer,
which representa portionof thePimaCountyTreasurerinvestmentpoolportfolio for theyearendedJune30, 2003;
$9,091 depositedwith the Stateof Arizona Treasurer;and$1,129in moneymarket funds. Thesedepositsarenot
subject to custodial credit risk. At June 30, 2003, MDWID’s investments had a fair value of $1,327. These
investmentswere with federally insuredagenciesandwere consideredcustodialcredit risk category1, indicating
they were insured or registered in MDWID’s nameor thesecuritieswereheldby MDWID or its agentin MDWID’s
name.
Marana Domestic Water ImprovementDistrict —At June30, 2003, thedistrict’s cashandcashequivalentswere
$175 and included cash on hand and amounts held by the PimaCountyTreasurer.

SouthwesternFair Commission—AtJune 30, 2003, the conunission’s$812of cashand
of deposits with financialinstitutions,of which$500 wasuninsuredanduncollateralized.

cashequivalentsconsisted

NOTE 4:DUE FROM OThER GOVERNMENTS

GovernmentalActivities:

Stateof Arizona:
Taxesandsharedrevenues
Grantsandcontributions
Reimbursementfor services

City of Tucson:
Reimbursement for services

Duefrom othergovernments:
Reimbursementfor services

Due from othergovernments
Statementof Net Assets

1,162
8,177 38

$ - 40,372

Amountunavailableand
thereforenot accrued in
government funds (6,802) (3,259)

Total duefromothergovernments-
find basedstatements $ 10,281 $ - 2,443. $ 17,514 $ 73

Federalgovernment:
Grantsandcontributions

Capital Other Internal Total
Projects Government Service Government

General Fund Funds Funds Activities

$ 250 $ 656 $ 11,034 $ 22 $

15,594
690

965 1,097

274

l 1,962

16,756
8,905

3838

242 2,304

120 13 407
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Business-typeActivities:

FederalGovernment:
Grantsandcontributions

Pima Health

Care System

$ 382 $

Wastewater

Management

87 $

Business— type

Activities Total

469

State ofArizona:
Qrants and contributions

Total due fromother
Governments

3,230

$ 3,612

200

287 $

3,430

3,899

NOTE 5: CAPITAL ASSETS

Capital assetactivity for theyearended
June30,2003,wasas follows:

Governmentalactivities:
Capitalassetsnotbeingdepreciated:
Land
Constructioninprogress
Total capital assetsnot being depreciated

Capital assetsbeing depreciated:
Buildingsandimprovements
Infrastructure
Equipment
Total capital assetsbeingdepreciated

Lessaccumulateddepreciation for:
Buildings and improvements
Infrastructure
Equipment
Total accumulateddepreciation

Total capitalassetsbeingdepreciated,net

Governmentalactivitiescapitalassets,net

Balance
JuLy 1, 2002

Balance
June30,2003Increases Decreases

$ 113,175 $ 14,679 $ $ 121,854
164,511 59,694 (91,020) 133,185
277,68,6 74,373 (91,020) 261,039

255,878

-

14,266 (1,079) 269,065
7,072 72,549 79,621

—. - 67,515 12,167 (~,374) 74,308
330,465 98,982

—

(6,453) 422,994

(62,627) (5,681)
(368)

209 (68,099)
(368)

(39,778) (6,888) 5,233 (41,433)
(102,405) (12,937) 5,442 (109,900)

228,060 86,045 (1,011) 313,094

$ 505,746 $ 160,418 $ (92,031) $ 574,133
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Capitalassetsbeingdepreciated:
Buildings and improvements
Sewerconveyancesystem
Equipment
Total capitalassetsbeing depreciated

Lessaccumulateddepreciation for:
Buildings andimprovements
Sewerconveyancesystem
Equipment
Total accumulateddepreciation

Total capital assets being depreciated, net
Business-type activities capital assets, net

Notesto FinancialStatements
June30,2003
(in thousands)

258,739
399,747
27,847

686,333

Depreciationexpensewaschargedto
functions as follows:

Governmentalactivities:
Generalgovernment
Public safety
Highwayandstreets
Health
Welfare
Culture andrecreation
Education andeconomicopportunity
Unallocated.
Internal service funds

Total governmentalactivities depreciation

Business-typeactivities:
Healthplans
Parking garages
Wastewatermanagement
Developmentservices

Total business-typeactivities depreciation

$ 2,921
3,046

659
307

9
2,975

258
820

1,942

12,937

$ 1,385
340

16,670
102

$ 18,497

Business-typeactivities:
Capitalassetsnotbeingdepreciated:
Land
Constructionin progress
Total capital assetsnotbeing depreciated

Balance Balance
July 1, 2002 Increases — Decreases June30,2003

$$ 12,766 $ 99 $
73,887 62,686
86,653 , 62,785

257,224 2,219
386,817 12,930
26,432

670,473
3,043

18,192

(402)
(402)

(704)

12,865
136,171
149,036

(1,628)
(2,332)

$

(104,163)
(126,622)
(17,4jQ1

(8,035)
(8,460)
(2,282)

642

1,352

(111,556)
(135,082)

(18,340)
(248,195) (18,777) 1,994 (264,978)

422,278 (338) 421,355
508,931 $ 62,200 $ (740) $ 570,391
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Discretely presentedcomponentunits:
MetropolitanDomesticWaterImprovement
District (MDWID):

Capitalassetsnotbeingdepreciated:
Land
Construction in progress
Total capital assets notbeingdeprcciated

Capitalassetsbeingdepreciated:
Buildingsandimprovements
Watersystems
Equipment
Total capitalassetsbeingdepreciated
Lessaccumulated depreciation for:
Buildings andimprovements
Watersystems
Equipment
Total accumulated depreciation

Total capitalassets,beingdepreciated,net

MDWID capitalassets,net

SouthwesternFair Commission(SFC):
Capital assetsbeingdepreciated:
Buildings and improvements
Equipment
Total capital assetsbeingdepreciated

Lessaccumulateddepreciation for:
Buildings and improvements
Equipment
Total accumulateddepreciation

Total capital assetsbeing depreciated,net

SFCcapital assets,net

Balance
July 1, 2002 increases Decreases

$ 950
2,061
3,011

$ 3,362 $ (2,638)—

3,362 (2,638)

Balance
June30, 2003

950
2,785
3,735

$

1,799
37,412

183
3,523 (275)

1,982
40,660

1,974
41,185

65
3,771 (305)

2,009
44,651

(131)
(5,058)

(102)
(985) 85

(233)
(5,958)

(1,266)
—— (6,455) • (1,299)

30
115

(1,448j
(7,639)

34,730 2,472 (190) 37,012

37,741 — 5,834 (2,828) 40,747

3,492
1,325

39
85 (43)

- -

3,531
1,367

4,817 124 (43) 4,898

(1,676)
(1,170)

(209)
(45) , 43

(1,885)
(1,1721

(2,846) ‘ (254) 43 (3,957~

1,971 - (139)~ - 1,841

1,971 (130) 1,841
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Balance
July 1,2002 _________ ___________

MaranaDomesticWaterImprovementDistrict
(Marana):

Capitalassetsnotbeingdepreciated:
Land
Constructionin progress ________________ _____________ _______________

Total capitalassetsnotbeingdepreciated ________________ ______________ _______________

Capitalassetsbeingdepreciated:

Capitalassetsbeingdepreciated:
Buildingsandimprovements
Watersystems
Equipment _______________ _____________ ______________

Total capital assets being depreciated ________________ ______________ _______________

Lessaccumulateddepreciationfor:
Buildings and improvements
Watersystems
Equipment ________________ _____________ _______________

Totalaccumulateddepreciation _______________________________ ________________

Total capitalassets,beingdepreciated,net ________________ _____________ _______________

Marana capital assets, net __________________ _______________ _________________

Discretely presented component units capital
assets,net _________________________________ _________________

NOTE6: CLAIMS, JUDGMENTSandRISK MANAGEMENT

Pima County is a defendant in a number of court actions. In the opinion of County management, the final
dispositionof theseactions,if unfavorable,will nothavea materialeffectupontheCounty’sfmancialstatements.

WastewaterManagement
TheCountyhasenteredinto settlementnegotiationswithArizonaDepartmentof EnviromnentalQuality (ADEQ) to
resolvelitigation associatedwith the cleanupof the Camnino del Cerro landfill. Cleanupexpenseshavebeen
incurredandincludea soil vaporextractionsystem,a seriesof drainageimprovements,re-gradelandfill capand
groundwater remediation. The liability is notpresentedwithin thefinancial statementsbecausetheoutcomeof the
settlementnegotiationsis uncertain. However,cleanupcostscouldtotal $3,600andcountymanagementplansto
financethe costof anysuchsettlementthroughfuturebondissues.

Balance

Increases Decreases - June30,2003

3 5 .8
369 369

- 374 F2_

2 2
1,150 1,150

18 3 21
1,170 3 1,173

(109) (69) (178)
(3) Jfl. (6)

(112) (72) (184)

1,058 - (69) • 989
1,061 305 1,366

40,773 $ 6,009 $ (2,828) $ 43,954
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As aresultof amajorsewerline failure, theCountyWastewaterManagementDepartmenthasreceivedaNoticeof
Violation fromtheADEQ thatcouldresultin variouspenalties, fmesor remediation requirements. The County is in
negotiationwith ADEQ andit is too earlyto speculateon apossiblesettlementagreementor theresultingfinancial
impact of any suchagreement.

Other
The County is exposedto various risksof lossrelated to torts; theft of, damageto, and destruction of assets;errors
and omissions; injuries to employees; medical malpractice; environmental claims; andnatural disasters. Claims
againstthe Countyare accountedfor in the Self Insurance Trust Fund (the Fund), an internal service fund.
Annually, an actuarial evaluation is performed to determine the County’s anticipated losses except for
environmentallosses.Environmentallossesarebasedonreportedclaims andtheCounty riskmanager’sknowledge
and experience.Lossesaccountedfor include reported andpaid, reported but unpaid, and incurred but not reported.
All liabilities ofthe Fund exceptfor environmental lossesarereported at their presentvalueusing anexpectedfuture
investmentyield assumptionof four percent. TheCountypurchasescommercialinsurancefor claims in excessof
coverageprovidedby the Fund and for some other risks of loss. Settledclaims have not exceededinsurance
coveragein anyof the last threefiscalyears.

All fundsof the Countyparticipatein theFund.With theexceptionof environmentallosses,paymentsto the Fund
are basedon actuarial estimatesof the amounts neededto pay prior andcurrent-year claims and to establish some
reserve for catastrophic losses.That reserve was estimated to be $500at June 30, 2003,and is included in the Fund
net assets.Paymentsto the Fund for environmental lossesare basedonhistorical experience,sincean actuarial basis
is not available.

The claims liability of $25,954reportedin the Fund at June 30, 2003,is basedon estimatesof the ultimate costof
claims that have beenreported but not settled, andof claims that have beenincurred but not reported. The ultimate
costof claims includes incremental claim adjustmentexpensesthat have been allocated to specificclaims, aswell as
salvageand subrogation. No other claim adjustmentexpenseshave beenincluded.

2003 2002
Claims liability balance—beginning $28,!12 $ 26,250
Current yearclaims andchangesin estimates 7,036 8,912
Claimspayments (9.194) (7,05Q)
Claims liability balance—ending 825.954 $ 28.112
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NOTE 7: LONG-TERMLIABILITIES

Thefollowing scheduledetails theCounty’slong-termliability andobligationactivity for theyearendedJune30, 2003.
Balance

July 1, 2002
As restated Additions

745
18

714

Due
within
1 year

Lease revenue bonds.

Special assessment bonds with

governmental commitment

Certificates of participation payable

LoansandLeases:

Transportationloanspayable

Total loansandleases

Reportedbutunpaidlosses(Note6)
incurredbutnot reportedlosses(Note6)

Total governmentalactivities
long-termliabilities

Reductions
Balance

July 1, 2003
Governmentalactivities:
Generalobligationbonds $183,085 $50,000 $32,805 $200,280

Plusdeferredpremium 296 356 251 401
Less deferred bond issuance cost (173) (90) (136) (127)

Total general obligationbonds 183,208 50,266 32,920 200,554

Floodcontrol bonds 5,330
Plusdeferredpremium 18 .

Less deferred bond issuance cost (49)
Total flood control bonds 5,299

Transportationrevenuebonds 79,000 35,000 8,535 105,465

Plus deferred premium 206 54 24 236
Lessdeferredbond issuancecost (106) (73) -- (19) (160)
Total transportationrevenuebonds 79,100 34,981 8,540 105,541

$27,390

28

(9)
27,409

4,585 780

4,585 780

10,215

25
(16)

10,224

Capitalleasespayable:
Jail capital lease

Othercapital leases

Total capital leases

495 155

2,121 385

1,560 1,560

4,060 1,040

825 330

2,506 385

3,045 1,485

5,100 1,040

31,420 965 30,455

1,176 594
32,596 31,b49

37,696 35,109

17,002 13,027
11,110 12,927

177

177

177

5,219
1,817

$92,460

759

1,724

2,764

9,194

$56,332- $339,791

2,310
292

2,602

- 3,642

• 2,996
2,973

$50,124
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Balance
July 1,2002 Additioni

$73,440

(5,629)
- 67,811

Balance
ReductIons July 1,2003

Duewithin
1 year

Landfill closureandpost-closure
care costs 14,567 1,078 15,645

Contractsandnotes 3,685 4,156 992 6,849

Total business-typeactivities
long-term liabilities $143,519 $14,980 $9,356 $149,143 $9,235

Discretely presentedcomponentunits:

SouthwesternFair Commission notes
payable

Total discretelypresentedcomponent
units long-termliabilities

$740

$53,348 $233

$103

$1,492

$637

$52,089

$104

$2,222

Thebeginningbalancesof thegovernmentalactivities’ GeneralObligationandFloodControlBondswere restated
to includedeferredcosts.ThedeferredcostswererecordedasanOtherAssetin the prior year. Thishadnoeffect
on beginning netassets.

Business-typeactivities:
Sewerrevenuebonds $5,200 $68,240 $4,965
Lessunamortizeddeferredamount (487) (5,142)

Total revenuebondspayable 4,713 • 63,098 4,965

Wastewaterloanspayable 57,820 $9,746 3,687 63,879 4,270

Less unamortized deferred amount (364) - (36) (328)
Total loanspayable 57,456 9,746 3,651 63,551 4,270

MDWID RevenueBonds

Lessunamortizeddeferredamount

Total revenuebonds

MDWID notespayable

Marana Domestic WID bonds
MaranaDomesticW1D loanspayable
Total

$1,335 $48,720 $1,980$50,055

(540)

49,515

$1,937

$1,156
1,156

(102)

(102)

$335

3~5

(85)

1,250

$116

$23
23

(557)

48,163

$1,821

$335
1,133
1,468

1,980

105

$7
26
33
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GENERAL OBLIGATION BONDS OUTSTANDING
GovernmentalActivities

(Payments made fromproperty
taxrevenuesof theDebtServiceFund)

GeneralobligationbondspayableatJune30,2003,consistedof the outstandinggeneralobligationbondspresented
below. Of thetotalamountsoriginallyauthorized,$2,919from the November2, 1982 bond electionand$64,541
fromtheMay 20, 1997bondelectionremainsunissued.Thetablebelowpresentsamountsoutstandingby issue.

Issue Interest Outstanding
Issue Amount Rates Maturities June 30,2003

1993Refunding $64,535 5.00% 2003-04 $ 11,710
Seriesof 1998 42,420 4.40—5.00% 2003-13 27,625
Seriesof 1999 50,000 5.00- 5.125% 2003-14 39,750
Seriesof 2000 50,000 4.00—5.00% 2003-14 41,000
2001 Refunding 17,835 4.00—5.00% 2003-09 16,340
Seriesof 2002 20,000 3.50—4.50% 2003-16 14,500
Seriesof 2003 50,000 3.25— 4.25% 2003-17 4~350

0.0.bonds outstanding 200,275
Plusdeferredpremium 401
Less deferred bondissuancecost 127
PIusmaturedandunredeemedbonds:1979SeriesA . 5

Total 0.0.bondsoutstanding _______

The following scheduledetailsgeneralobligationbonddebtservicerequirementsto maturityat June30,2003.
Year Ending June30 Princjpal Interest

2004 $27,385 $ 8,990
2005 24,610 7,733
2006 23,625 6,604
2007 22,640 5,523
2008 18,670 4,486
2009-2013 61,495 12,380
2014-2017 __2J1~Q ______

Total ~2QV2~.

GENERALOBLIGATION REFUNDINGBONDS OUTSTANDING

In prioryears,the CountydefeasedcertainGeneralObligationbondsby placingthe proceedsof newbonds in an
irrevocabletrust to provide for all future debt service payments on the old bonds. Accordingly, the trust account
assets and the liability for the defeased bonds are not included in theCounty’s fmancial statements.Thecashand
investmentsheldin theirrevocabletrustatJune30, 2003 were as follows:

Outstanding
June30~2003

Seriesof1993 11400
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FLOOD CONTROLREFUNDINGBONDS OUTSTANDING
GovernmentalActivities

(Paymentsmade from property tax revenues
of the Debt ServiceFund of the district)

The PimaCountyFloodControlDistrict wascreatedonApril 3, 1978,by State law.

Issue Amount Rates

2001 Refunding $4,585 4.00 - 4.20% 2004-09

The following scheduledetailsflood controlbonddebtservicerequirementsto maturityatJune30, 2003.

Year Ending June30
2004
2005

745 61
125 30

Mã~á ~M5

TRANSPORTATION BONDS
GovernmentalActivities

(Paymentsmade from streetand highway revenues)

Pima County transportation revenuebonds of 1998were issuedto provide moniesto constructimprovements to the
County’s streetsandhighways. Of the total amount originally authorized, $220,000from the November4, 1997,
bond electionremainsunissued.

Issue
Seriesof 1998
Seriesof2002
Seriesof 2003

Transportation bonds outstanding

PIusdeferredpremium

Lessdeferred bond issuancecost

Interest
Rates
4.50%

Outstanding
June30, 2q03

$20,000
50,465
35.000

105,465

Issue Interest Outstanding
Maturities June30~2003

2006
2007
2008
2009

Principal
$780

795

Jnterest
$ 186

154

Total

780 123
760 9!

Issue
Amount
$40,000
55,000
35,000

4.00—4.50%
338—4.38%

Maturities
2004-08
2004-12
2004-18

Total transportation bonds outstanding

236
160

$105,541
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Thefollowing scheduledetailstransportationbonddebtservicerequirementsto maturityatJune30, 2003.

Year Ending June30 Principal Interest
2004 $ 10,215 $ 4,394
2005 8,905 3,965
2006 10,710 3,589
2007 11,435 3,140
2008 11,745 2,636
2009-2013 37,185 7,39!
2014-2018 15,270 2,005

Total $22,120

TRANSPORTATION LOANS PAYABLE
GovernmentalActivities

During the fiscal year ended June 30, 2002, PimaCountyTransportationDepartmententeredinto loan agreements
to provide funds for theconstructionand improvementof certainhighwaysandstreets. Interestis payablesemi-
annually and is calculated basedon theprincipal amountof the loanoutstandingduring suchperiod.

Issue Interest Outstanding
Issue Amount Rates Maturities June30, 2003

2002HELP Loan— Ajo $3,700 3.23% 2004-07 $2,960
2002 HELP Loan— Shannon 1,400 3.23% 2004-07 1,100

Total transportationloanspayable $4,OGO

The followingscheduledetailstransportationloansdebtservicerequirementsto maturityatJune30,2003.

Year Ending June30 Principal Interest
2004 $1,040 $123
2005 1,040 89
2006 1,040 55
2007 940

Total $4,060 $290
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LEASE REVENUEBONDS
Governmental Activities

(Paymentsmade from revenuesreceivedin the
GovermnentalFunds)

The Pima County, Arizona, Municipal Property Corporation, a Special Revenue Fund, issued lease revenue bonds in
1992 to providemoniesfor financing thecostof acquiring,constructing,reconstructingor improving,building, and
equipping other real and personalproperties suitable for useby PimaCounty,

Interest Outstanding
Rates Maturities June30,2003

1992 LeaseRevenueBonds 6.25 - 6.50% 2004-06 $495

The following scheduledetails leaserevenuebonddebt servicerequirements to maturity at June 30~2003.

Year Ending June30 Princip~ Thterest
2004 $155 3!
2005 165 22
2006 iii ......il

Total

SPECIAL ASSESSMENTBONDS OUTSTANDING *

GovernmentalActivities
(Paymentsmadefrom assessmentsreceived

in theDebt ServiceFund)

Specialassessmentbonds aresecuredby pledgesof revenuesfrom specialassessmentslevied againstthebenefiting
property owners. The proceedsof the bond issueswere usedto finance construction in thesedistricts. White there
is no legal obligation for the County to further securethe specialassessmentbondsof the districts listed below, the
Countyhasmadeamoral commitmenttotake stepsnecessaryto preventdefault.

Issue Interest Outstanding
ImprovementDistrict Amount Rates Maturities June30, 2003

Country Club Estates $2,745 7.200% 2004-05 $ 474
C.C. Estates 2ndissue 30 7.200% 2004-05 7
La Cholla Boulevard 1,821 6.500% 2004-12 1,640

Total specialassessmentbondsoutstanding $2~121

The following scheduledetailsspecialassessmentbonddebtservicerequirementsto maturityat June 30,2003.
Year Ending June30 Principal Interest

2004 $385 $128
2005 460 99
2006 182 77
2007 182 65
2008 182 53
2009-2012 ____

Total $2J2J. $112
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REFUNDINGCERTIFICATES OF PARTICIPATION OUTSTANDING
GovernmentalActivities

(PaymentsmadefromGeneralFundrevenues
andfrom SpecialRevenueFundrevenues)

The RefundingCertificatesof Participation(COPs) Series7 were issued on April 1, 1995. The purpose of the
original debtwasto financethepurchaseoftheLegal ServicesandPublicWorksBuildings.

Thefollowing scheduledetailsrefundingcertificatesof participationdebtservicerequirementsto maturityatJune
30, 2003.

Year Endingjune 30 Principal
$1,560

Interest
$832004

CAPITAL LEASES
GovernmentalActivities

On February 1, 1997,the County entered into an agreementto sellcertain jail facilities and then leasethem back for
a 15-year term. The jail facilities weresold for $34,500,and the proceedswere used to fmance the construction of
thebaseballstadium. On September1, 1999,PiniaCounty amendedthecapital teaseagreementbetweenU.S. Bank
TrustNationalAssociationandPimaCounty. Theamendmentsextendedtheleasetermto 2014, increasedthe range
of interestratesandincreasedtheCounty’sobligationunderthe leaseagreement.

Issue Interest Outstanding
Issue Amount Rates Maturities June30,2003

JailCapitalLease $35,660 4.75—5.25 2004-14 $2Q,455

Issue
COPS SERIES 7

Issue
Amount
$18,515

Interest
Rates
5.30%

Maturities
2004

Outstanding
June 30., 2003

$L5~Q

TheCountyhasalsoenteredinto capitalteasesfor electionandotherequipment.Theoutstandingbalanceasof

June30,2003,for theseleasestotaled$594.

Thenetbookvalueofassetsacquiredthroughcapitalleasesconsist of $24,787 of buildings and$612of equipment.

The following scheduledetails capital leasedebt servicerequirements to maturity at June 30,2003.

GovernmentalActivities:
Buildings Equipment

___________________ ________ ______ Principal Interest
$292 $20

195 9
86 3
21

__ $594 $32

Year Ending June30 Principal
$2,310

Interest
$1,5142004

2005 2,420 1,400
2006 2,545 1,279
2007 2,675 1,150
2008 2,810 1,011
2009 2,960 863
2010-2014 14,735 1,805

Total $30,455
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SEWERREVENUEBONDS
Business-typeActivities

(Paymentsmade from userchargesreceived *

in theWastewater ManagementEnterprise Fund)

PimaCountysewerrevenuebonds,aspresentedbelow,wereissuedto providemoniesto constructimprovementsto
the County’s wastewatermanagementsystem. Of the total amount originally authorized, $23,910from the May 20,
1997,bond electionremains unissued.

Issue
Seriesof 1993
1994ARefunding
Series of 1994B
Seriesof 1998
2001 Refunding

Maturities
2004-05
2004-15

2004
2004-15
2004-15

Outstanding
June 30,2003

$ 615
25,520

580
23,395
18,130
68,240
(5J4Z)

Year EndinE June30
2004
2005
2006
2007
2008
2009-2013
2014-2015

Total

Principal
$4,965
4,595
4,470
5,525
5,800

28,990
13.895

$68,240

Interest
$3,315
3,067
2,842
2,623
2,341
7,581
1.064

Issue
Seriesof 1993

Outstanding
June30, 2003

Issue
Amount
$ 6,000

28,670
8,000

29,185
19440

Interest
Rates

5.60- 6.50%
4.50- 5.00%

5.5%
4.00- 5.50%
4.00-5.40%

Sewerrevenuebondsoutstanding
Lessunamortizeddeferredamount: ______

Total sewerrevenuebondsoutstanding

The following scheduledetailssewerrevenuebonddebt servicerequirements to maturityat June30,2003.

REFUNDED SEWER REVENUE BONDS OUTSTANDING

in prior years, the County defeasedcertain sewer revenue bonds by placing the proceeds of new bonds in an
irrevocable trustto provide for all future debt service payments on the old bonds. Accordingly, the trust account
assetsandtheliability for thedefeasedbondsarenot includedin the County’s financial statements. The cashand
investments held in theirrevocabletrustat June 30,2003,amounted to $2,952. Refunded amounts outstanding as of
June 30,2003were asfollows:
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LOANS PAYABLE
Business-typeActivities

(Paymentsmadefromuserchargesreceived
in theWastewaterManagementEnterpriseFund)

Wastewater Management (WWM) enteredinto loanagreements(1996, 1997 and2000 loans payable)to provide
funds for the defeasanceof prior sewer revenuebondsand the constructionand improvementof wastewater
treatmentfacilities, interestis payablesemiaunuallyand is calculatedbasedon theprincipal amount of the loan
outstandingduring suchperiod. For the2000 loanpayable,principalpaymentsto maturityare subjectto change
baseduponthetotal amountsdrawndown. As ofJune30,2003,WWM hasdrawndown$54,010of the available
$61,180fromthe2000loanamount.

Issue Interest Outstanding
Issue Amount Rates Maturities June30,2003

1996LoanPayable $11,313 3.19% 2004-12 $11,313
1997 LoanPayable 7,500 2.95% 2004-Il 4,758
2000LoanPayable 54,010 2.02% 2004-16 47.808

Loanspayable 63,879
Lessunamortizeddeferred interest expense (32~)

Total loanspayable $5Z551.

Thefollowing scheduledetailsloanspayabledebtservicerequirementsto maturityat June30,2003.

Year Ending June30 Principa! Interest
2004 $4,270 $2,351
2005 4,951 2,194
2006 5,503 2,013
2007 4,892 1,811
2008 5,098 1,631
2009-2013 30,054 4,955
2014-2016 9,111 481

Total $6~879 $15,436

CONTRACTS AND NOTES
Business-typeActivities

(Paymentsmade from restricted assetsin the Wastewater
ManagementFund)

Contractsandnotesconsistof contractretentionsfor severalconstructionprojects.Generally,interestis notaccrued
andthe timing ofpaymentsisbasedoncompletionoftherelatedconstructionprojects.
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WATER REVENUEAND REFUNDINGBONDS OUTSTANDING
Component Unit- Metropolitan DomesticWater Improvement District (MDWID)

(Paymentsmade from user chargesand specialassessments)

Descriutiog
Seriesof 1999
Seriesof 2002

Issue
Amount

$27,985
24,855

Water revenueand refundingbonds
Lessunamortizedamounts

Total water revenueand refunding bonds

Interest

3.7-4.875%
2.9-5.25%

Outstanding
June 30. 2002

$24,125
24,595
48.720

(~557

)

~4J~I6~

Thefollowing scheduledetailsMDWID waterrevenueandrefunding
30,2003.

debtservicerequirementsto maturityatJune

YearEndinaJune30
2004
2005
2006
2007
2008
2009-2013
2014-2018
2019-2022

Principal
$1,980
2,065
2,150
2,240
2,335

11,775
17,335

$48,720

Interest
$2,216
2,135
2,047
1,958
1,864
7,714
4,251

607
$22,792

On February1, 1999, the District (MDWID) issued $27,985in Water Revenue and Refunding Bonds with an
averageinterestrateof 4.35 percent to advancerefbnd $14,105of outstanding 1992 Seriesbondswith an average
interestrate of 5.95 percent. The netproceedsof $27,823(after paymentof approximately$162 in underwriting
fees, insuranceandother issuancecosts)plus an additional $1,921of 1992Seriessinking fund monies were usedto
purchaseU.S. Government Securities. Thosesecuritieswere depositedin anirrevocable trustwith anescrowagent
to provide for all future debt servicepaymentson the 1992 Seriesbonds. As a result, the 1992Seriesbonds are
consideredtobedefeasedandtheliability forthosebondshasbeenremoved from long-term debt.

On February1, 2002,theDistrict issued$24,855in WaterRevenueandRefundingBondswith anaverageinterest
rateof 4.605percentto advancerefund$5,390of outstanding1998 Seriesbondswith an averageinterest rate of
5.775percent,as well as the District’s outstandingprincipal amountof its obligationsunderthe City of Tucson
settlementof $10,223with an interest rate of 5.3percent.Thenetproceedsof approximately$24,200(afterpayment
of approximately $655 in underwriting fees, insuranceand other issuancecosts) were used to purchase U.S.
GovernmentSecurities.

Maturities
2004-2019
2004-2022

ADVANCED REFUNDINGSOF WATERREVENUEBONDS
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A portion of those securities were deposited in an irrevocable trustwith an escrowagentto provide for all future
debt servicepaymentson the 1998 Seriesbonds.Theentireprincipalamountwasprepaidwith anotherportion of
theproceedsof the2002 SubordinateObligations. As a result,the 1998 Seriesbondsareconsideredto bedefeased
and the liability for thosebondshasbeen removed from long-term debt, and the obligations under the City of
Tucsonsettlementwerecompletelysatisfied.

The advancerefunding ofthe 1998 Seriesbonds resulted in a differencebetweenthe reacquisition price and the net
carrying amount of the old debt of $417. This difference, reported in the accompanyingfmancial statementsasa
deduction from bonds payable (valuation account), is being charged to operations through year 2023 using the
straight-line method.

NOTES PAYABLE
Component Unit- Metropolitan DomesticWater Improvement District (MDWID)

(Paymentsmade from user charges)

MDWID’s notespayableare duein monthly installments and aresecuredby equipment.

Description
Creditcompany
Hub Water Company Inc.
Credit company
Credit company
Credit company
Credit company

Total

Interest
Rates
6,25%
6.00%
6.60%
6.25%
6.25%
6.40%

Maturities

July 2003 - February2004
July2003 - June2019
July2003 - May 2005
July2003 - July2005
July2003 - July2005
July 2003 - July2005

Outstanding
June30.2003

$12
1,757

8
11
15
18

a8n

YearEndingJuneJ,Q
2004
2005
2006
2007
2008
2009-2013
2014-2018
2019

Princina]
$105

98
78
81
86

518
698
157

sin

Interest
$106

100
95
91
86

342
162

6

Thefollowing scheduledetailsMDWID’s notespayabledebtservicerequirementsto maturityatJune30,2003.

Total

68



PIMA COUNTY

Notesto FinancialStatements
June 30, 2003
(in thousands)

BONDS PAYABLE’
Component Unit- Marana DomesticWater Improvement District

On February19, 2003, Rural Utility Servicesenteredinto a bond agreementwith the MannaDomesticWater
ImprovementDistrict, Inc., in the amountof $397.The bond is payablecommencingJanuary1, 2004,in annual
installmentsof $24, including interestat 4.625% throughJanuary1, 2032. At June 30, 2003 the outstanding
balanceof thebondspayablewas$334.

The following scheduledetailsbonddebtservicerequirementsto maturityatJune30,2003.

YearEndina June30 Principal interest
2004 $7 $26
2005 7 18
2006 7 17
2007 8 17
2008 8 17
2009-2013 47 78
2014-2018 58 66
2019-2023 73 51
2024-2028 92 32
2029-2032 ....ili

$335 _

LOANSPAYABLE
ComponentUnit-Manna DomesticWater Improvement District

On February 22, 2002, the Water InfrastructureFinanceAuthority of Arizona (WIFA), enteredinto a loan
agreementundertheDrinking WaterRevolvingFundLoanprogramwith theMannaDomestic Water Improvement
District, Inc., in the amountof$1,156.The loan ispayable in monthly installments,commencingSeptember1, 2002,
in theamountof $6, includinginterestat2.918%throughFebruary2032.At June30,2003 theoutstandingbalance
was$1,133.

The following scheduledetailsnotespayabledebtservicerequirementstomaturityat June 30,2003.

Year Eadina June 30 Princip4 interest
2004 $26 $33
2005 27 32
2006 27 31
2007 28 30
2008 29 31
2009-2013 157 142
2014-2018 184 120
2019-2023 217 92
2024-2028 258 54
2029-2030 — 180
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NOTES PAYABLE
ComponentUnit-SouthwesternFair Commission

(Paymentsmadefromusercharges)

SouthwesternFairhas a note payable to PinsCounty, due in aunualinstallmentsof$50,unsecured,non-interest
bearing.

~escrintion
PimaCounty

Interest

None
Maturities

Annual installmentsuntil
June2007

Outstanding
June30. 2003

$200

SouthwesternFairCommission’sothernotespayablearedueinmonthlyinstallmentsandaresecured by equipment.

Descriplinu

Bank

Bank

Total

Interest

Wall Street
Journalinterest

rate
Wall Street

Journal interest
rate

Maturities
Monthly installmentsuntil

July2008

Monthly installmentsuntil
July2008

Outstanding
June30. 2003

$324

113
$432

YearEndingJqqç30
2004
2005
2006
2007
2008
2009-2014

Principal
$104

106
108
110
63

146

Interest
$19

16
12
7
3
0

nz

ThefollowingscheduledetailsSouthwesternFairCommission’snotespayabledebtservicerequirementsto maturity
at June 30,2003.

Total
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LEGAL DEBT MARGIN

COUNTY GENERALOBLIGATION BONDS

Generalobligationdebt may not exceedsix percentof the valueof the County’s taxablepropertyas of the latest
assessment.However,PimaCounty receivedvoter approval to increasethe debt limit to 15 percent of the valueof
taxableproperty. Thelegaldebtmarginat June30,2003,is asfollows:

Net assessedvaluation: $4,835,561

Debt Limit (15% of netassessedvaluation): 725,334

Amount of debtapplicableto debtlimit:

Generalobligationbondsoutstanding 200,275

Lessnetassetsin debtservicefund
availablefor paymentof general
obligationbondprincipal (2,226) (198,049)

Legaldebtmarginavailable $ 527.285

FLOOD CONTROLGENERALOBLIGATION BONDS

Flood Control generalobligationdebtmay not exceedfive percentof the value of the Flood Control District’s
taxablepropertyasofthe latest assessment.Legaldebt marginatJune30,2003,isasfollows:

Net assessedvaluation: $4,158,577

DebtLimit (5% of net assessedvaluation): 207,929

Amountof debtapplicableto debtlimit:

FloodControl generalobligationbondsoutstanding 4,585

Lessnet assetsin debt servicefund
availablefor paymentof flood control
bondprincipal (4,559)

Legaldebtmarginavailable $ 203.370
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NOTE8: SHORT-TERMDEBT
LINE OF CREDIT

TheCountymaintainsarevolving line of creditwith Bankof AmericaNationalTrustandSavingsAssociation,with
amaximumoutstandingbalanceof $30,000,to meetits short-termcashneeds.At June30,2003,theCountyhadan
outstandingbalanceof $0. Advancesonthe line of creditarepayableondemand.Thecreditline is securedby the
County’sgeneraltaxing authority.

Beginning Ending
Balance Draws Repayments Balance

Line ofcredit $0 $22,300 $22,300 $0

NOTE9: LAJ’1DFILL LIABILITIES

SOLID WASTELANDFILL CLOSUREANDPOSTCLOSURECARECOSTS:

StateandFederallawsandregulationsrequiretheCountytoplacea fmalcoveronits solidwastelandfill siteswhen
thesesitesstopacceptingwasteand to performcertainmaintenanceandmonitoring functionsat the sitesfor thirty
yearsafter their closure. Althoughclosureandpostclosurecarecostswill notbe paiduntil nearor afterthedatethe
landfills stopacceptingwaste,theCounty recordsa portionof theseclosureandpostclosurecare costsas a long-
termliability in eachperiodbasedon landfill capacityusedas of eachbalancesheetdate. The$15,645reportedas
landfill closure and postclosurecare liability in the WastewaterManagementEnterpriseFund representsthe
cumulativeamountreportedto datebasedon the percentageusedof eachlandfill’s total estimatedcapacity. The
Countywill recognizethe remainingestimatedcost of closureandpostclosurecareof $3,310as the remaining
estimated capacities are used. Theseamountsarebasedonwhat it wouldcostto performall closureandpostclosure
carein the fiscal year endedJune30, 2003; actual costsmay changedue to inflation, changesin technology,or
changes in regulations.

Capacity Used Estimated Year
Landfill Site June30, 2003 of Closure

Ajo 90% 2007
Sahuarita 99% 2003
Tangerine 78% 2008

TheCountyplansto fund the estimatedclosureandpostclosurecarecostswith proceedsofgeneralobligationbonds
and with solid waste tipping fees.

Accordingto stateandfederallaws andregulations,theCountymustcomply with thelocal governmentfmancial
test requirementsthat assurethe Countycan meetthe costsof landfill closure,postclosure,andcorrectiveaction
whenneeded.The County is in compliancewith theserequirements.

72



PIMA COUNTY

Notesto FinancialStatements
June30,2003
(in thousands)

NOTE 10: RETIREMENTPLANS

PlanDescriptions

The County contributes to the Arizona State Retirement System(ASkS), the Corrections Officer Retirement Plan
(CORP),the Public SafetyPersonnelRetirementSystem(PSPRS),consistingof PimaCountySheriffsandPima
County - County Attorney Investigators,andthe ElectedOfficials Retirement Plan (EOI&). The EORP and the
PSPRS- Pima County, County Attorney Investigators, are not described due to their relative insignificance to the
County’sfinancial statements.Benefitsareestablishedby statestatuteandgenerallyprovideretirement,death,long-
termdisability,survivor, and health insurance premium benefits.

The ASRS administers a cost-sharingmultiple-employerdefined benefitpensionplan that coversgeneral employees
of the County. The ASRS is governedby the Arizona StateRetirement SystemBoard according to the provisions of
A.R.S. Title 38,Chapter 5, Article 2.

The PSPItSis anagentmultiple-employerdefinedbenefitpensionplanthatcoverspublic safetypersounelwho are
regularlyassignedhazardousdutyas employeesof the Stateof Arizonaor oneof its political subdivisions. The
PSPRS,actingasacommoninvestmentandadministrativeagent,is governedby a five-memberboard,known as
The Fund Manager, and 195 local boards accordingto the provisionsofA.R.S. Title 38,Chapter 5, Article 4.

The CORP is an agentmultiple-employerdefined benefit pensionplan that coverscertainemployeesof theStateof
Arizona,Departmentsof Corrections and Juvenile Corrections, and County employeeswhoseprimarydutiesrequire
direct inmatecontact.The CORP is governedby the Fund Manager of PSPRSand 16local boards according to the
provisionsof A.R.S.Title 38,Chapter 5, Article 6.

Each plan issuesa publicly available financial report that includes its financial statementsand required

supplementaryinformation. A reportmaybe obtainedby contactingtheapplicableplan.

ASRS PSPRSand CQRP

3300N. CentralAve. 1020B. MissouriAve.
P.O.Box33910 Phoenix,AZ 85014
Phoenix,AZ 85067-3910 (602)255-5575
(602)240-2000or
(800)621-3778

Funding Policy

The Arizona StateLegislature establishesand mayamendactiveplanmembers’andthe County’scontribution rates.

Cost-sharingplans For the year endedJune 30,2003,activeASES membersandthe County were eachrequired by
statuteto contribute at theactuarially determined rate of 2.49percent(2.00percentretirementand0.49percentlong-
termdisability) of the members’annual coveredpayroll. The County’s contributions to ASRS for the years ended
June 30, 2003, 2002,and 2001 were $6,307, $6,351 and $6,233 respectively, which were equal to the required
contributions for the year.
Agentplans Forthe yearendedJune30, 2003,activePSPRSmemberswererequiredby statuteto contribute7.65

73



PIMA COUNTY

Notesto FinancialStatements
June30,2003
(in thousands)

percentof the members’ annualcoveredpayroll, and the County was required to contribute at the actuarially
determinedrate of 2.51 percent. As allowedby statute, the Countycontributed3.65 percentof the members’
required contribution, with the members contributing 4.00percent Active CORPmemberswererequiredby statute
to contribute8.50 percentof themembers’annualcoveredpayroll, andtheCountywasrequiredto contributeat the
actuariallydeterminedrateof2.00percent.

Annual PensionCost: TheCounty’s pensioncostfor the two agentplansfor the yearendedJune30, 2003,and
related informationfollow:

Contributionrates:
County
Planmembers

Annualpensioncost
Contributionsmade
Actuarial valuation date
Actuarialcostmethod
Actuarialassumptions:

Investment rate of return
Projectedsalaryincreases

includes inflation at
Amortization method

PSPRS

6.16%
4.00%
$ 1,463
$ 1,463

June30,2001
Entryage

9,00%
6.5%- 9.5%

5.5%
Levelpercent
open

- CORP

2.00%
8.50%
$296
$296

June30,2001
Entry age

9.00%
5.5%- 9.5%

5.5%
Levelpercentopen

Remainingamortizationperiod
Assetvaluationmethod

20 years 20 years
smoothed market smoothedmarket

2003 $ 1,463
2002 1,319
2001 1,044

2003 $ 296
2002 274
2001 169

100% $
100%
100%

100% $
100%
100%

Trend Information: Information for eachof the threemostrecentactuarialvaluationsfor eachof theagentplans

follows:

ContributionsRequiredandContribntionñMade

Plan YearEnded Annual Percentage Net
June 30 PensionCost

(APC)
ofAPC

Contributed
Pension

Obligation

PSPRS

CORP
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NOTE 11: SEGMENT INFORMATION

Liquid Waste, a division of Pima County’s Departmentof WastewaterManagement,is reported within the
WastewaterManagementEnterpriseFund. Liquid Wasteoperatesthe sewersystemwhich provideswastewater
collection, treatment,anddisposalthroughoutPirna County. All revenues generatedby the ownership, use, and
operationofPimaCounty’ssewersystemarepledgedin supportof sewersystemdebt. In addition,debtcovenants
requiresewersystemrevenues,expenses,gains,losses,assetsand liabilities to be accountedfor separately.As a
result,condensedfinancial informationforLiquid Wasteis presentedin thefollowing table.

CondensedStatementofNetAssets

Wastewater
Management
Liquid Waste

Assets:

Currentassets $ 7,286
Due from other funds 2
Restrictedassets 7,922
Capital assets,net 540,658
Other non-current assets

Total Assets . 556.716

Liabilities:
Current liabilities 21,594
Due to other funds 10,963
Non-currentliabilities 124,263

Total Liabilities $ 156,820

Net Assets:
Investedin capitalassets(netof
relateddebt) 414,856

Restricted 7,922
Unrestricted (22.883’)

Total NetAssets $ 322~B95
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CondensedStatementof Revenues,ExpensesandChangeinNetAssets

Operatingrevenues/(expenses):

Chargesfor services
Depreciationexpense
Otheroperatingexpenses
Operatingloss

Wastewater
Management
Liquid Waste
$ 46,476

(16,364)
@5378

)

(16,266)

CondensedStatementofCashFlows

Sewerconnectionrevenue
Othernon-operatingrevenue
Interest expense
Loss on disposal of fixed assets
Other non-operatingexpense
Extraordinary Loss from State
Treasurer’sLocalGovermnent
InvestmentPool

Capital contributions

Change in net assets

Beginningnetassets

20,280
1,282

(5,271)
(150)
(89)

(1,187)

12.473

11.072

388,823

$ ~

Net cashprovidedby (usedfor):

Operatingactivities
Non-capitalfmancingactivities
Capital and related fmancing
activities

Investingactivities

Net decrease
Beginningcashand cash
equivalents

Endingcashandcash
equivalents

$ (32)

13,241

(43,075)
(97)

(29,963)

$ 37,867

$ 7,904

Non-operatingrevenues/(expenses):

Endingnetassets
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NOTE12: INTERFUND TRANSACTIONS

A. Interfund AssetsfLiabilities
Interfund Receivables/Payables areusedto recordtransactionsbetweenindividual fundsfor goods
provided or services rendered:

Receivablefund Payableland Amount

Pima Health Care System General
HealthandAnimal Control
Self- InsuranceTrust

$ 177
9

113

Total PimaHealthCare SystemFund interfund receivable .L. 299

Due Front/Due To Other Funds are used to record loans or unpaid operating transfers between funds:

Due from fund Due to fund

MajorFund:
General

Total General Funddue from

Transportation
Health andAnimal Control
Flood Control District
Employment& Training
Stadium District
Other SpecialRevenueGrants
Environmental Quality
Debt Service
Pima Health CareSystem

DevelopmentServices
WastewaterManagement
Other Internal Service

$ 19

2,412
6,103

29
1
I

1,736
2

10,843
I

$ 21,149

CapitalProjects

Total Capital ProjectsFunddue from

OtherSpecialRevenue

WastewaterManagement
$ 1,597

56
$ 1,653

Amount
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Duefrom lund Dueto fund Amount

PiniaHealth Care System General

TotalPimaHealthCareSystemFundduefrom

Wastewater Management Transportation

Total WastewaterManagementFundduefrom

NonniajorGovernmentalFunds:

$ 52
20
24

1

12
3

21
217
119

2
975
43

~$ 1,491

$ 197
$ _197

The information in thetableaboveincludesthe formal internalborrowingsby theStadiumDistrict Special
RevenueFund from the Capital Projects,Parking Garagesand Other Internal Service Funds. These
borrowingswere institutedby the Countyto meet its short-termcashflow needs, Interestwill be paid at a
rate paid to investments of the County in the State Treasurer’s Local Government Investment Pool.

HealthandAnimal Control
$ 2,000

2

$ 2,002 -

$ 2
$ 2

Transportation General

Flood ControlDistrict
WastewaterManagement

Other InternalService

HealthandAnimal Control General
WastewaterManagement

Employment& Training General
OtherSpecialRevenue General

Capital Projects
StadiumDistrict General
OtherSpecialRevenueGrants General

Employment andTraining
Library District

EnvironmentalQuality WastewaterManagement

Total NonmajorGovernmentalFundsduefrom

NoninajorEnterpriseFunds:

ParkingGarages General

Total NonmajorEnterpriseFundsduefrom
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B. Transfers
Transfersare usedto record transactions betweenindividual fundsto subsidizetheir operations:

Transfers in fund
Major Funds:
General

Transfersoqtjund

Transportation

FloodControlDistrict
OtherSpecialRevenue
Stadium District
DebtService

PimaHealth Care System

Amount

$ 151
35

6
2,527

110
7,993--

$ 10,822

Capital Projects

Total Capital ProjectsFund transfers in

General
Transportation

Flood Control District
Other SpecialRevenue
LibraryDistrict
ParkingGarages

$ 2,197
19,926
9,835
4,233
1,875

134

$ 38,200

$ 23,065
$ 23,065

Nonmajor Governmental Funds:
Health and Animal Control
FloodControl
Employment & Training
Other SpecialRevenue

StadiumDistrict

Other SpecialRevenue- Grants

General
CapitalProjects
General
General

OtherSpecialRevenue- Grants

CapitalProjects
General
General
Employment & Training
Other Special Revenue
Capital Projects
General

$ 6,674
309
295

3,701
216
21

1,324
45

2
992
37

350

Total GeneralFundtransfersin

PimaHealthCareSystem General
Total Pima Health Care System transfers in

Environmental Quality
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Total NonmajorGovermnentalFundstransfersin

Internal Service Funds:
Other Internal Service General

Total InternalServiceFundstransfersin

Transfersofgeneralcapitalassetsreportedon the fund-basedstatementsas
capital contributionsandon thegovernment-widestatementsastransfers:

Amount
768

13,655
1,006

15
25

$ 29,435

$ 202

$ 202

PimaHealthCareSystem $ 1,813

Wastewater Management Fund 1,229

$ 3,042

NOTE 13: CONSTRUCTIONAND OTHERSIGNIFICANT çOMMUTMENTS

At June30, 2003, Pima County had the following major contractualcommitmentsrelated to various projects.
Commitmentshavebeen groupedinto four major categories: TransportationProjects,Flood Control Projects,
GeneralGovernmentProjectsandWastewaterManagementProjects.

Transportation Projects -

At June30, 2003, thePimaCountyTransportationDepartmenthadcontractualcommitmentsof $78,813. Funding
for these expenditures will be primarily provided from TransportationRevenueBonds andHighway UserTax
Revenue,theprimarysourceof revenuefor the TransportationDepartment.

Transfers in fund
Debt Service

Transfers out fund
General
Transportation
FloodControlDistrict

Municipal Property Corporation
CapitalProjects
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Flood Control Projects

At June30, 2003,thePinia County Flood Control District had contractual commitmentsof $13,394.Funding for
theseexpenditureswill be primarily providedfrom generalobligationbondsand the Flood Control District’s tax
levy ofproperty within Pima County, theprimary sourceof revenuefor the FloodControl District.

General GovernmentProjects

At June 30, 2003,Pima County hadcontractual commitmentsrelated to various Facilities ManagementProjects of
$18,444and Parks and RecreationProjects of $52,950. Funding for theseexpenditures will be primarily provided
from generalobligation bonds.

WastewaterManagementProjects

At June 30,2003, the Wastewater ManagementEnterprise fundhadcommitmentsunder construction contracts that

totaled$40,370.

Operating Leases

The County enters into operating leasesfor various equipment and office space. Theseleasesare entered into with
the provision that theymay be canceledat the end ofeachfiscal year if futurefunding is notprovided. Accordingly,
theseleasestotaled$3,377for the yearendedJune30,2003.

NOTE 14: STEWARDSHIP, COMPLIANCE,ANDACCOUNTABILITY
(DEFICIT FUND BALANCES)

TheStadiumDistrict SpecialRevenueFund(anon-majorgovernmentalfund)hada deficit fund balanceatJune30,
2003,of$6,036. Managementplans to eliminatethe deficit by refinancing debt and operating the BaseballComplex
profitably in the future.

The OtherSpecialRevenueGrantsFund(anon-majorgovernmentalfund) had a deficit fund balanceat June 30,
2003, of $257. Included in this amount is a deficit unreserved fund balanceof $312,anda reservedfund balance
for prepaidexpendituresof $55. This deficit can be eliminated in the future through normal operations or by
operating transfers from the General Fund.

Wastewater ManagementFund (a major business-typeactivities fund) bad a deficit unrestricted net assetbalanceat
June 30, 2003,of $35,477. This deficit can be eliminated in the futurethrough normal operations and increasesin
usageand connectionfees.

NOTE 15: SUBSEQ~NTEVENTS -

On October 1, 2003,Pima County amendedthe lease-purchaseagreementfor the jail facilities. The amendment
extended the lease term to 2018 and reduced the interest rates. Concurrent with this amendment, Refunding
Certificates of Participation, Series2003, in the amount of $27,525,were issuedto third-party investors to refund
portions of the principal and interest onCertificates of Participation, Series 1997,and on the Refunding Certificates
of Participation, Series 1999. The outstanding Certificates of Participation and the outstanding Refunding
Certificates ofParticipation, evidenceparticipation interest in the lease-purchaseagreementfor the jail facilities.
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APPENDIX G

SUMMARY OF RESOLUTION NO. 1991-138(AS AMENDED AND
SUPPLEMENTED) AUTHORIZING THE ISSUANCE

OF SEWER REVENUE BONDS

The following is a summary of certain provisions of Resolution No. 1991-138,authorizing the
issuanceof the SewerBonds, which was adopted by the County Board of Supervisorson June 18, 1991 and
amendedon August 6, 1991 and as supplementedby the adoption of the authorizing resolution for the Sewer
RevenueRefunding Bonds,Series2004. The summary doesnot purport to be a full statementof the terms of
the Authorizing Resolution and, accordingly, is qualified by reference hereto and is subject to the full text
thereof.

Authority. The Bonds authorized herein are issuedpursuant to A.R.S. Section 11-264.01. The Sewer
Resolutionwill stay in full force and effect until all Bonds are fully paid or provided for and all Policy Costs have

been paid.

Definitionsz Interpretation.

A. Definitions

.

“Accreted Value” - with respect to Parity Bonds which are Capital Appreciation Bonds, as of the
calculation date, the initial principal amount plus interestthen accruedthereoncompoundedat the interest rate
thereofon the stateddatessetforth in theresolutionauthorizingsuchCapitalAppreciationBonds.

“Agreement”- any ReserveFundGuarantyAgreement.

“A~umedInterest Rate” - with respect to Variable Rate Obligations only, an interest rate at the
computation date computed to be the lesserof (i) the maximumratewhich Bondsof suchseriesmay bear under
their terms or (ii) the rate of interest then established for long-term bonds by the 30-yearrevenuebond index
publishedby TheBondBuyerimmediatelyprior to the computationdate.

“Average Annual Debt Service” - at computation,the averageof eachBond Year’s aggregatescheduled
Bond principal (including mandatoryredemptions)and interest requirements(with Variable Rate Obligations
bearinginterestat theAssumedInterestRate).

“Board” - theCounty’sBoardof Supervisors.

“Bond Insurer”- anissuerof a Municipal BondInsurancePolicypertainingto anyof theBonds.

“Bonds” - the Series1991Bondsandall ParityBonds(includingthe Series2004Bonds).

“Bond Year” - the one-yearperiodcommencingeachJuly2 andendingon the next forthcomingJuly 1. A
BondYearshall correspondto the FiscalYearbeginning on July 1 of the sameyearandendingon June30 of the
nextyear.

“Capital AppreciationBond” - a ParityBondthe interestcomponentof which is compoundedsemiannually
on stateddates until maturity or until such Capital Appreciation Bond is convertedto a Bond paying interest
semiannually,if sopermittedor required.
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“Deficiency” - the differencebetween(i) the total amountdueon any of the Bonds’ principal or interest
paymentdatesand(ii) the amountthenin the BondFund(which amountshallnot includepaymentsmadepursuant
to a Municipal BondInsurancePolicyor a ReserveFundGuarantybutshallincludeall moneystransferredfrom the
ReserveFundto theBondFundor availablein theReserveFundfor suchtransfer).

“Drawdown” - anyamountdrawnby the PayingAgentunderanyReserveFundGuaranty.

“DrawdownDate” - thedateofanyDrawdown.

“~i~c”- theDepositoryTrust Company,thedepositoryfor theBook-EntryBonds.

“Finance Director” - thepersonor personsemployedby theCountywho is responsiblefor themanagement
or supervisionof theCounty’sfinancialmatters,includingbondtransactions.

“Fiscal Year” - thetwelvemonthperiodbeginningeachJuly 1 andendingon thenextJune30.

“Maximum Annual Debt Service” - at the time of computation,the greatestscheduledBond principal
(includingmandatoryredemptions)andinterestrequirements(with VariableRateObligationsbearinginterestat the
AssumedInterestRate)occurringin thethen-current,oranysubsequent,BondYear.

“Municipal BondInsurancePolicy” - any insurance policy insuring the paymentof principal of andinterest
on anyBonds.

“Net Revenues”- thoseRevenuesremainingafterdeductingOperatingExpenses.

“OperatingExpenses”- the costsof Systemoperation,maintenance,andrepairbutexcludingdepreciation

andpaymentsinto the Bond,Reserve,ReimbursementandRebateFunds.
“Owner” - anypersonregisteredastheownerof anyBond(for Book-EntryBonds - DTC or anysuccessor

depository).

“Parity Bonds” - any additionalBonds(including theSeriesof 1992, the Seriesof 1993, the Seriesl994A,
the Series 1994B Bonds, the Series 1998 Bonds, the Loan Agreementswith the Water InfrastructureFinance
Authority of Arizona dated February 1, 1996, June I, 1997, and October 27, 2000, the Series2001 Bonds andthe
Series 2004 Bonds) issued on a parity with theSeries1991 Bonds.

“Policy Costs”- theamountnecessaryto reimbursea ReserveFundGuarantorfor anyDrawdownpursuant
to an Agreementincluding theDrawdownamount(andtheReserveFundGuarantor’sexpenses)plus interestat the
ReimbursementRateuntil paid.

“ReimbursementPeriod” - for anyDrawdown,theperiodfrom theDrawdownDateto thefirst anniversary
of such Drawdown Date.

“Reimbursement Ra” - the rate of interest to be paid by the County pursuant to therespectiveAgreement
to paya ReserveFundGuarantoraftera Drawdown.

“ReserveFundGuarantor”- withrespectto anyseriesofBonds, the issuerof asuretybond,letterof credit,
line of credit or insurancepolicy usedasa ReserveFundGuaranty,if issuedby anentity whoseGuarantywill not
adverselyaffecttheBonds’ then-currentrating.

“ReserveFundGuaranty”- anyirrevocablesuretybond, letterof credit or line of credit or insurancepolicy
issuedby a ReserveFundGuarantorandusedasa reservefund guarantyhereunder.
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“ReserveFund Value” - the value of moneysand investmentscredited to the ReserveFundplus the
aggregatepenalsum of all ReserveFundGuaranties.

“ReserveRequirement”- initially, AverageAnnual Debt Serviceon all OutstandingBonds,which amount
shall be adjustedupon the issuanceof Parity Bonds to equalAverageAnnual Debt Serviceimmediatelyafter such
issuanceor the maximumamountthe ReserveFund is thenpermittedto increaseunderSection 148 of theInternal
RevenueCode.

“Revenues” - all income, moneys and receipts derived from System ownership,use and operation;
however,the term Revenuesshall not includeBondproceedsor the interest receivedon anyBondproceedsplaced
in trust to pay any Bondsor Bonds Being Refundedor retainedin eithertheConstructionor SystemDevelopment
Funds,nor any amountsreceivedby the County forwhich it is contractuallyobligatedto payout asreimbursement
for acquisition,constructionor installationof systemfacilities.

“System” - the County’s entire sewersystem and all acquisitions,improvementsand extensionsadded
theretowhile anyBondsareOutstanding.

“Variable Rate Obligations” - any Parity Bonds which may, in the future, bear interest at rates which

cannotbedeterminedwith specificity on their original issuedate.

Sourceof Payment and Pledgeof Revenues.

A. The Bonds shall be payable solely from the Net Revenues. The Bonds shall be equally and ratably
securedby a pledge thereof and lien thereonwithout priority oneoverthe other.

B. The Bonds are special obligations payable solely from the Net Revenuesand secured in
accordancewith this resolution. The Net Revenuesarepledgedassecurity for the Bonds. All Net Revenuesshall
be immediately subject to the pledge of this resolution and the lien of this pledge shall be valid and binding.
Nothing contained in this section shall limit theauthoritygrantedhereinto issueParityBonds.

RateCovenant. The County covenantsand agreeswith the Ownersthat it will establishand maintain
Systemcharges sufficient to pay all Operating Expenses and produce aggregate Net Revenuesin eachFiscalYear
equalto at least120% of the principal andinterestrequirementson all OutstandingBonds for thecorresponding
Bond Year(treatingVariableRateObligationsas bearinginterestat theAssumedInterestRateandBonds subjectto
mandatoryredemptionas maturingon their respectivemandatoryredemptiondates)andsaid rates,feesandother
chargesshall also be establishedandmaintainedat ratessufficient to provide an amount of Net Revenuesfor the
thencurrentfiscal yearwhich, net of theaggregateamountsrequiredto be depositedto the BondFundduringsuch
fiscal year,will be sufficient to provideat leastonehundredpercent(100%)of the County’sPolicy Costs dueand
owing in suchFiscalYear.

Creation of Funds; Application of Revenues.

A. TheCountyTreasurershall createthefollowing specialfundsandaccounts:

I. TheRevenueFund.

2. TheOperationandMaintenanceFund.

3. The Bond Fund.

4. TheReimbursementFund.

5. The ReserveFund containingseparateaccounts: the CapitalizedReserveAccount and
theContributedReserveAccount.

6. TheRebateFund.

G-3



7. The System Development Fund.

8. TheConstructionFund.

B. All Revenuesshall be depositedin the RevenueFund and disbursedonly asfollows:

1 . OperationandMaintenanceFund. First, to the OperationandMaintenanceFund, by the
tenth dayof eachmonth,an amountsufficientto pay themonth’sOperatingExpenses;suchFundshallbeusedonly
to pay Operating Expenses. The County may accumulatetherein equitable allowances for accruals and
accumulationsto coverperiodicOperatingExpenses,includinginsurancepremiumsandexpendituresfor renewals,
replacementsandrepairsnormally classifiedas OperatingExpenses. Wherethe Countypurchasesitemssuchas
insurance,gasolineandelectricalenergyatlarge,it mayallocateto theSystemonly itsshareof suchexpenditure.

2. BondFund. Second, to the Bond Fund:

(a) Commencingthe tenth day of the month immediatelysucceedingthe
dateof delivery oftheSeries2004BondsthroughthenextJune 10 or December10, asapplicable,
suchamountnecessaryto allocateequally amongsuchmonths,the interestdue (net of accrued
intereston theSeries2004Bonds)on the nextJuly 1 or January1, asapplicable,andthereafteron
the tenth day of eachmonth one-sixth (116) of the interestbecomingdue on the next interest
paymentdateon all Bonds Outstanding;and

(b) Commencing the tenth day of the month immediately succeedingthe
date of delivery of the Series2004 Bonds through thenext June 10 such amount necessaryto
allocateequallyamong suchmonthsthe principal dueon the next July 1, andthereafteron the
tenth day of eachmonth one-twelfth (1/12) of the principal amountbecomingdueon the next
principalpaymentdateon all BondsOutstanding.

TheBondFundshall bea trustfund usedsolelyto payBondprincipalandinterest.

WhenParityBondsareissued,BondFunddepositsshall beexpandedto satisfy all additionalor modified

debtservicerequirements.

3. ReimbursementFund. Third, if a Drawdown occurs, deposit to the Reimbursement Fund
commencingthe tenth day of the first month following a Drawdown and eachmonth thereafterfor the next
succeeding11 months,or until the ReimbursementFundcontainsamountssufficient to reimburseall Policy Costs,
an amountequalto at least one-twelfth (1/12) of suchPolicy Costs. TheReimbursementFundshallbeusedonly to
pay ReserveFundGuarantors’PolicyCosts.

If the County fails to pay any Policy Costs,the ReserveFund Guarantor(s)may exerciseall remedies
availabletotheOwnersat law orunderthis resolutionor to anyReserveFundGuarantorunderanyAgreementother
than (i) acceleration of the Bonds or (ii) remediesadverselyaffectingtheOwners’ rights.

All ReserveFundGuarantiesshall be held by thePayingAgent as theOwners’ fiduciary. ReserveFund
Guarantiesshall expireno earlierthanthefinal maturity dateof theseriesforwhich saidGuarantyapplies.

4. ReserveFund. Fourth,by thetenth dayof eachmonth,to theReserveFundtheamounts
requiredby Section 13(A)(4)(ii) of ResolutionNo. 1991-138,if applicable,or one-twelfth (1112)of the amount
requiredtorestorethe ReserveFundtotheReserveRequirementaftera ReserveFundwithdrawal.

1f on anyprincipalor interestpaymentdate,a Deficiencyexists,then:

(a) If thereareinvestmentsor cashin the ReserveFund, such investments
shall be liquidated and the cash and investment proceeds transferred to the Bond Fund;
and
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(b) If the Deficiency is not then cured, the Paying Agent shall deliver a

Drawdownrequestto eachReserveFundGuarantor.

DrawdownsandReserveFundproceedsshall beusedsolelyto payBondprincipal andinterestthen due.

ReserveFundmoneysusedto paysuchprincipal andinterestshallbereplacedfrom thefirst RevenueFund
moneys thereafterreceivedwhich are not required to be transferredto the OperationandMaintenance,Bond or
ReimbursementFunds.

The two ReserveFund accountsare createdto segregateReserveFund moneysand investmentsfor
arbitragerebatepurposes. All ReserveFund depositsmadefrom Net Revenuesor other availablemoneysof the
Countyshall be depositedin theContributedReserveAccount. All Bond proceedsdepositedto theReserveFund
shall be depositedin theCapitalizedReserveAccount.

lic after a ReserveFund withdrawal, the Reserve Requirement exceedsthe ReserveFund Value such
deficiencyshall be madeup overa twelve monthperiodby depositof twelve (12) substantiallyequal paymentsto
theContributedReserveAccount.

5. RebateFund. Fifth, to theRebateFundthebalanceremainingin theRevenueFunduntil
the amountin theRebateFundequalstheamountto be depositedthereinduringsuchBondYear asdeterminedby
theFinanceDirector.

6. SystemDevelopmentFund. Sixth,anyRevenueFundmoneysexceedingthosenecessary
to meetthe aboverequirementsshall be depositedin the SystemDevelopmentFund. The SystemDevelopment
Fundmaybe used(without priority): (1) for Systemextensionsandbetterments;(2) for unbudgetedmaintenance
and operationexpenses;(3) to redeem Bonds subject to optionalredemptionor to purchaseBonds in the open
market; (4) to pay general obligation bonds issued by the County for System purposes; (5) to make loansto the
Countyunderequitabletermsprescribedby the Board; or (6) anylawful Systempurpose.

7. Deficiencies. lf in any month the RevenueFund is insufficient to make the required
depositsto any Fund in any month, the insufficiencyshall be madeup in the following month or months after
paymentinto all Fundsenjoyingaprior claimto theRevenueshavebeenmet in full.

8. Investmentof Funds. Money on depositin the Revenue,OperationandMaintenance,
Bond, Reserve,ReimbursementandRebateFundsmay be investedin PermittedInvestments.All incomederived
therefromshall be Revenuesandshallbe depositedin the RevenueFund. Such investmentsshall be liquidatedas
neededandapplied to the purposefor which the respectiveFundwas created. Moneys in the Constructionand
SystemDevelopmentFundsmay be investedin any lawful investment. At the option of the FinanceDirector,
incomederivedfrom ConstructionFund investmentsshall be eitherretainedin theConstructionFundor deposited
to theRevenueFund.

CovenantsRegarding the System. The County covenantsandagreeswitheachOwnerthat it will:

A. Permitno freesewerservicesto befurnishedto anyconsumeroruser;

B. Maintain the Systemin good condition and operatethe same in an efficient mannerand at
reasonablecost;

C. Maintain insuranceon all Systemproperties(which may include an adequately-fundedself-
insuranceprogram)with thecoveragenormallycarriedby municipalitiesor privatecompaniesengagedin a similar
business.Self-insurancemaybemaintainedeitherseparatelyor with aCounty-wideprogramif (i) suchprogramis
in writing and (ii) an independentconsultantannually reviews theprogram and certifies that such program is
adequateand actuarially sound. The proceedsof any insurancecovering the System,except public liability
insurance,receivedby the County shall be pledged as security for the Bonds until used to replace the System parts
damagedor destroyed,or if not soused,shallbeplacedin theRevenueFund;
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D. Keep proper hooks andaccountsfor the System, which shall beauditedafter eachFiscal Year in
accordancewith generally acceptedgovemmentalaccountingpractices;the County will furnish copiesof such
auditsto anyOwneruponrequest,no laterthanonehundredeighty (I 80) daysaftertheendof eachFiscalYear;

E. Faithfully andpunctuallyperformall its legaldutiesconcerningtheSystem;

F. Not sell, lease, mortgage or in any manner dispose of the Systemor any part thereof until all
Bonds havebeenpaid or provided for in full. This covenantshall not preventthe dispositionof inexpedient
property. All proceedsfrom suchdispositionshall be depositedin theRevenueFund;

G. Prior to eachFiscalYear,prepareandadopta budgetshowingtheestimatedSystemRevenuesand
OperatingExpensesfor the ensuingFiscalYear,andwill operatethe Systemwithin suchbudgetto thebestof its
ability. Copiesof suchbudgetswill beavailableto anyOwneronrequest;

I-I. To the extent allowed by law, discontinuethe serviceto any premisesfor which the owner or
occupantthereofshallbe delinquentin thepaymentof Systemchargesbeyondtheperiodallowedby Countypolicy
andnotresumeserviceuntil all delinquentcharges,with interestandpenalties,shallhavebeenpaid;

1. Duly pay and dischargeall taxes,assessmentsor othergovernmentalchargeslawfully imposed
uponthe System,or upon any Revenueswhendue, as well as anylawful claimsfor labor, materialsandsupplies
which might by law becomea lien on theSystem,or theRevenues,or impair thesecurityof theBonds;

J. Depositthe netproceedsrealizedfrom anyeminentdomainproceedingconcerningthe Systemin
theRevenueFund;

K. To the extentallowed by law, refuseto grant any franchiseor permit for any competingsewer
systemoperationin theCounty.

L. Not cause or permit themoneysin theBondFund, theReimbursementFund, theReserveFundor
theConstructionFundto be investedin anyinvestmentsexceptPermittedInvestments.

M. Not violatethetermsof anyAgreementandwill give all noticesandperformall actsandabideby
all promisescontainedin suchAgreementorAgreements.

Remediesof Owners. Any Ownermay by suit, in anycourt of competentjurisdictionprotectthe lien on
the Net Revenues,enforceperformanceof all dutiesimposedherebyor for the appointmentof a receiver. Except
thegiving ofnoticeof defaultto bondholders,theBondInsurershallbedeemedto bethesoleholderoftheBondsit
hasinsuredfor solongasit hasnot failedto complywith its paymentobligationsundertheBondInsurancePolicy.

If anydefaultoccursin thepaymentof principal of or intereston anyBonds,a courtmayappointa receiver
to administertheSystemandchargeandcollectsufficientfeesto payOperatingExpensesandmakeall paymentsto
theBond, ReimbursementandReserveFundsrequiredhereunder.

For all purposesin exercisingremedies,exceptthe giving of noticeof default to Bondholders,the Bond
Insurer of each series of Bonds shall be deemed to be the sole holder of the Bonds it has insured for so long as it has
notfailedto complywith its paymentobligationsundertheBondInsurancePolicy.

Equality of Lien; Parity Bonds.

The Bonds shall each enjoy complete parity of lien on the Net Revenues.

A. ParityBondsmay beissuedon a parity with the Bondshereinauthorizedonly if all thefollowing
conditionsaremet:

1. The Net Revenuesfor the completedFiscal Year immediately precedingthe Parity
Bonds’ issuance must have been at least equal to onehundredtwenty percent(120%)of MaximumAnnual
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Debt Serviceimmediatelyafter suchissuanceandsaid Net Revenuesmustalso havebeensufficient to
providean amountof NetRevenuesfor the then currentfiscal year which, net of the aggregateamounts
requiredto bedepositedtothe Bond Fundduring suchfiscal year,will be sufficient to provideat leastone
hundredpercent(100%) of the County’s Policy Costsdue andowing in suchFiscalYear as shownby a
FinanceDirector’s certificate.The computationof Net Revenuesmay additionally include: (i) if Parity
Bondproceedsareto beexpendedto acquireexisting sewerproperties,thenetrevenueswhich would have
beenderivedfrom suchpropertiesduring the entireimmediatelyprecedingFiscalYear; (ii) if during such
precedingFiscal Year the County hasacquiredexisting sewerproperties,the net revenueswhich would
havebeenderived from theoperationof such sewerpropertiesduring suchFiscal Year hadsuch sewer
propertiesbeenacquiredandoperatingthroughoutsuchFiscalYear; and (iii) if any Systemrate increase
occurredduring suchprecedingFiscalYear,the increasedNet Revenueswhich would havebeenreceived
if such increasehad beenin effect throughout such Fiscal Year; in each casesuch additions to Net
Revenuesmustbe estimatedby anengineeror engineeringfirm havinga wide andfavorablereputationin
respectto suchmatters;

2. Thepaymentsinto thevariousFundsmustbecurrentat suchParityBonds’ issuance;

3. TheParityBondproceedsmustbeusedsolelyfor Systemextensions,renewals,improve-
ments,or replacementsor to refundOutstandingBonds;and

4. TheReserveFundValue shall be increasedat theBoard’s option, by: (i) the immediate
depositof Parity Bondproceedsor availablemoneysto theReserveFund or the immediatedelivery of a
ReserveFundGuaranty,or anycombinationthereofin orderfor theReserveFundValue to equalor exceed
theReserveRequirementimmediatelyaftersuchParityBonds’ issuanceor (ii) depositsof NetRevenuesto
theReserveFund in approximatelyequalmonthly installments so that the Reserve Fund Valuewill equal
or exceedthe increasedReserveRequirementnot later than five yearsfollowing such Parity Bonds’
issuance;or (iii) anycombinationof suchmethods.

Resolution Incorporated Into the Bonds. The provisionsof this resolutionaredeemedincorporatedinto
the Bonds themselvesandno change,variationor alterationof any kind in the provisions hereofshall be madein
anymanner,exceptasprovidedhereafter.

Resolution Modification.

A. Without theconsentof or noticeto any Owner,this resolutionmaybemodified for oneor more of
thefollowing purposes:

(1) To cureanyambiguity,formaldefect,omissionor inconsistency;

(2) To grant to theOwnersadditionalrights,remedies,powersor authority;

(3) To secure additional Revenues or provide additional security or reserves for Bond
payment;

(4) To comply with any federalsecuritieslaws or theTrust IndentureAct of 1939, if and to
the extent applicableto theBonds;

(5) To permit,preserveor continue(in the eventof a changein federalincometax laws (the
“Code”) which requires a Supplement in order to continue such exclusion)the exclusionof the interestincome
borne on theBonds from grossincome or the exemptionfrom Stateincometaxes and to preserve thepower of the
County to continueto issuebondsor otherobligations(specifically not limited to the Bonds authorizedunderthe
SewerResolution) the interest incomeon which is likewise excludedfrom grossincome andexempt from State
incometaxes.
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B. Except as provided in (A) above, the Owners of fifty-one percent(51%) in aggregateprincipal
amount of the Bonds then Outstanding (treating Capital Appreciation Bonds at their thenAccretedValue)shallhave
the right to consentto andapprovemodificationsto anytermsor provisionshereinbutno suchmodificationmay:

1. Change thematurity of anyOutstandingBond.

2. Change the interest rate on anyOutstandingBond.

3. Reducetheprincipalor redemptionpremiumpayableon any Bond.

4. Modify the principal, interestor redemptionpremium paymentterms on any Bond or
impose any adverseconditionson suchpayments.

5. Adverselyaffect therightsof theOwnersof less thanall BondsthenOutstanding.

C. Any otherprovisionto the contrarynotwithstanding,no amendmentto the SewerResolutionshall
becomeeffective unlessanduntil it is approvedby all BondInsurersandReserveFundGuarantorsapplicableto the
Bonds.

Rights of ReserveFund Guarantors; Rights of Bond Insurers.

A. If anyBond’s principal or interestshallbe paidby a ReserveFundGuarantor,(i) thepledgeof the
Net Revenuesandall of theCounty’s obligationshereundershall continueandsuchReserveFundGuarantorshall
be fully subrogated to all rights of the Owners of the Bonds so paid.

B. For all purposeshereunder,the Countymay treata BondInsurer’sconsentas the consentof the
Ownersof anyBonds then insuredby suchInsurer,if saidInsurer’scredit ratingis then in oneof thetwo highest
gradesannouncedby oneof thetwo mostwidely recognizedratingagenciesthenratingmunicipalbond credits.

Method of Valuation; Frequency. In computing the amount in any fund or account, Permitted Invest-
ments shall be valued at their market value exclusiveof accruedinterest. A valuationshall occur annuallyon the
first BusinessDayof eachBondYearandimmediatelyaftera ReserveFundwithdrawal.

Defeasance.Paymentof all or anypart oftheBonds maybeprovidedfor by the irrevocabledepositwith a
trusteeof moneysor GovernmentObligations,or both. If the moneys and the maturingprincipal and interest
incomeon such Government Obligations shall be sufficient, as evidenced by a certificate of an expert in the field, to
pay when due the principal or redemption price of and interest on such Bonds, such Bonds shall no longer be
deemedOutstanding. The Ownersof Bondsso providedfor shall thereafterbe entitled to paymentonly from the
moneysor GovernmentObligationsdepositedwith suchtrustee.
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APPENDIX H

FORM OF CONTINUING DISCLOSURE UNDERTAKING

$25,770,000
Pima County, Arizona

SewerRevenueRefunding Bonds
Series2004

This Continuing DisclosureUndertaking(this “Disclosure Undertaking”) is executedand delivered by
PimaCounty, Arizona(the “Obligor”), in connectionwith the issuanceby theObligor of its $25,770,000principal
amount Pima County, Arizona, Sewer RevenueRefunding Bonds, Series2004 (the “Series2004 Bonds”). The
Series2004Bonds arebeingissuedpursuantto ResolutionNo.1991-138,asamendedby ResolutionNo. 1991-183
and supplementedby Resolution 2004-58(the “Resolution”). Certaintermsusedhereinaredefined in Section 10
below.

TheObligor undertakesandagreesasfollows:

Section 1 Purposeof theDisclosureUndertaking. This DisclosureUndertakingis beingexecuted
anddeliveredby theObligor for thebenefitof theBondholdersandin orderto assisteachParticipatingUnderwriter
in complying with theRule.

Section2 Annual Information andAuditedFinancial State~~ent~.The Obligoragreesto provide or
causeto beprovidedto eachRepository:

(a) Annual Informationfor the precedingFiscalYear not later than the Filing Date for eachFiscal
Year; and

(b) Audited FinancialStatementsfor the precedingFiscalYearnot later than thelaterof theFiling
Datefor eachFiscalYearorpromptlyafterbecomingavailableto theObligor.

Any or all of theitems listedabovemay beincludedby specificreferenceto other documents;providedthat if the
documentincludedby referenceis not afinal official statement,it musthavebeenprovidedpreviouslyto eachof the
Repositoriesor the SecuritiesandExchangeCommission,and if the documentincluded by referenceis a final
official statement,it mustbeavailablefrom the MSRB.

Section3 Noticeof ListedEventsandFailure to ProvideAnnual Information. The Obligoragrees
to provide or causeto beprovidedto eachNationalRepositoryor to theMSRB, andto any StateRepository,in a
timely manner:

(a) notice of theoccurrenceof any Listed Eventswith respectto theSeries2004 Bonds, if material
(within themeaningof theRule); and

(b) notice of its failure to provide or causeto be providedthe Annual Information on or beforethe
applicableFiling Date.

Notwithstandingthe foregoing, notice of Listed Eventsconsistingof bond calls or defeasancesneednot be given
underthis subsectionany earlierthanthenoticeof theunderiyingeventis givento theregisteredownersof affected
Series2004Bondspursuantto theResolution,andnoticeof theoccurrenceof amandatory,scheduledredemption,
not otherwisecontingentupontheoccurrenceof an event,is notrequiredif thetermsof the redemptionunderwhich
the redemption is to occur are set forth in detail in the Official Statement and the only open issue is which Series
2004Bondswill be redeemed in the case of a partial redemption.
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Section4 Termination of Reporting Obligation. The obligations of the Obligor under this
DisclosureUndertakingshall terminateat such time as no Series2004 Bonds remainOutstanding(within the
meaningof theResolution)or all of theSeries2004Bondshavebeenlegallydefeased,redeemedorpaidin frill.

Section5 Dissemination Agent. The Obligor may, from time to time, appoint or engagea
disseminationagentto assistit in carryingout its obligationsunderthis DisclosureUndertaking,andmaydischarge
anydisseminationagent,with orwithoutappointinga successordisseminationagent.

Section6 Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Undertaking,theObligor may amendthis DisclosureUndertaking,andanyprovisionof this DisclosureUndertaking
may bewaived;provided,however,that no amendmentor waivermay takeeffectunlessthe following conditions
are satisfied:

(a) the amendmentor waiver may only be madein connectionwith achangein circumstancesthat
arisesfrom achangein legalrequirements,changein law, or changein theidentity,natureor statusof an“obligated
person”(within themeaningofthe Rule)with respectto theSeries2004Bonds,orthetypeofbusinessconducted;

(b) this DisclosureUndertaking,as amendedor taking into accountsuchwaiver, in the opinion of
counselof nationalreputationexperiencedin bond or federalsecuritieslaw selectedby the Obligor, would have
compliedwith therequirementsof the Rule at thetime of theoriginal issuanceof theSeries2004Bonds,taking into
accountanyamendmentsor interpretationsof theRule, aswell asanychangein circumstances;and

(c) the amendmentor waivereither(i) is approvedby theregisteredownersof the Series2004Bonds
in thesamemanneras providedin theResolutionfor amendmentsto theResolutionwith theconsentof registered
ownersof theSeries2004 Bonds,or (ii) doesnot materiallyimpair the interestsof theBondholdersasdetermined
by theopinion of counselof nationalreputationexperiencedin bondor federalsecuritieslaw unaffiliated with the
Obligorbut which may be selectedby theObligor, or asdeterminedby anotherpartyunaffiliated with theObligor
but whichmaybe selectedby theObligor.

Section7 Additional Information. Nothing in this DisclosureUndertakingshall be deemedto
preventtheObligor from disseminatingany other information, using themeansof disseminationset forth in this
DisclosureUndertakingor any other meansof communication,or including any other information in any Annual
Information or notice of occurrenceof a Listed Event, in addition to that which is requiredby this Disclosure
Undertaking. If the Obligor chooses to include any information in any Annual Information or notice of occurrence
of any Listed Event or any other event, in addition to that which is specifically requiredby this Disclosure
Undertaking,theObligor shall haveno obligationunderthis DisclosureUndertakingto updatethe information or
include it in anyfutureAnnual Informationornoticeof occurrenceof ListedEvent.

Section 8 Failure to Perform. Any Bondholder may enforcetheObligor’s obligation to provideor
causeto beprovidedinformationor noticeunderthis DisclosureUndertakingby commencinganaction in acourtof
competentjurisdiction to seekspecific performance by court order to compel theObligor to provide or causeto be
provided such information or notice; provided that any Bondholder must first as a condition precedentto
commencingthe actionprovideat least30 day’sprior written noticeto theObligor of its failure to perform,giving
reasonabledetailof suchfailure, following which noticetheObligor shall have30 daysto perform. Failure by the
Obligor to performunderthis DisclosureUndertakingshall not be deemedan eventof defaultwith respectto the
Series2004 Bonds or under the Resolutionor any other documentand the sole remedyunderthis Disclosure
Undertakingin theeventof anyfailure of theObligor to comply with this DisclosureUndertakingshall bean action
to compelperformance.

Section9 Beneficiaries. This Disclosure Undertakingshall inure solely to the benefit of the
ObligorandtheBondholdersfrom time to time, andshall createno rights in anyotherpersonorentity.

Section10 Definitions. In addition to thedefinitions setforth in theResolutionwhich apply to any
capitalizedterm usedin this DisclosureUndertakingunlessotherwisedefinedin this DisclosureUndertaking,the
following capitalizedtermsshall havethefollowing meanings:
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“Annual Information” means:

(a) quantitativefinancial informationandoperatingdataconcerningthe operationsof the Obligor of
the type set forth in the Official Statementin Appendix A in the tablesentitled “PIMA COUNTY, ARIZONA,
SUMMARY OF WASTEWATER USER FEES,” “PIMA COUNTY, ARIZONA, SUMMARY OF USERFEE
REVENUES,” “PTMA COUNTY, ARIZONA, CONNECTIONFEE REVENUES,” ‘PIMA COUNTY, ARIZONA,
REVENUESFROM OTHERFEES AND CHARGES”and “PIMA COUNTY WASTEWATERMANAGEMENT
DEPARTMENT ComparativeStatementsof SystemRevenues,ExpendituresandNetRevenuesAvailablefor Debt
Service;”and

(b) unauditedannualFinancial Statementsof the Obligor unlessAudited Financial Statementsare
providedatthe sametime.

In additionto theinformation describedin (a) and (b), (i) if anypartof the AnnualInformationdescribedin (a) can
no longerbe generatedbecausethe operationsto which it is relatedhavebeenmateriallychangedor discontinued,
theObligorwill includeastatementto that effectaspartofthe Annual Information for theyearin which thechange
or discontinuationoccurs,and (ii) the Annual Information for the year in which any amendmentor waiver of a
provisionof this DisclosureUndertakingoccursshalldescribeandexplain theamendmentor waiver, thereasonfor
it and its impact on the type of information being provided, and if the amendmentrelatesto the accounting
principlesto befollowed in preparingfinancialstatements,the AnnualInformationfor theyearin which the change
is madeshall presenta comparison(in narrative form and also, if feasible,in quantitativeform) betweenthe
financial statements prepared on the basisof thenew accountingprinciples and thosepreparedon the basisof the
former accounting principles.

“Audited Financial Statements” means audited annual FinancialStatementsofthe Obligor.

“Bondholder” meansa beneficial owner of a Bond, with beneficial ownershipdeterminedon a basis
consistentwith the provisions of Rule I 3d-3 adoptedby the Securitiesand Exchange Commissionunder the
SecuritiesExchangeAct of 1934, or, if those provisions do not adequately address the situation in question(in the
opinion of counselof nationalreputationexperiencedin bond or federalsecuritieslaw selectedby theObligor)with
beneficial ownershipdeterminedon the basis of ownershipfor federal income tax purposes. Any assertionof
beneficial ownership must be establishedby evidencein writing with full documentarysupport filed with the
Obligor.

“Filing Date”meansthefirst businessdayin Februaryof eachFiscalYear,commencingin February,2005.

“Financial Statements”meansannual financial statementsof the Obligor preparedin conformity with
generallyacceptedaccountingprinciples as reflected in the governmentalaccountingstandardspromulgatedfrom
time to time by theGovernmentAccounting StandardsBoard.

“Fiscal Year” means each fiscal year of the Obligor commencing with the fiscal year beginning July 1,
2003, andendingJune30, 2004.

“Listed Events”meansanyof thefollowing events:

(1) principalandinterestpaymentdelinquencies;

(2) non-paymentrelateddefaults;

(3) unscheduleddrawson debtservicereservesreflectingfinancial difficulties;

(4) unscheduled draws on credit enhancementsreflectingfinancial difficulties;

(5) substitution of credit or liquidity providers, or their failure to perform;

(6) adversetaxopinions or eventsaffectingthe tax-exemptstatusofthesecurity;
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(7) modificationsto rights of securityholders;

(8) bondcalls;

(9) defeasances;

(10) release,substitution,or saleof propertysecuringrepaymentofthesecurities;and

(11) ratingchanges.

“MSRB” meanstheMunicipal SecuritiesRulemakingBoard.

“National Repository” meanseachNationally RecognizedMunicipal SecuritiesInformation Repository
which is recognizedassuchforpurposesof theRule atthetimeanyinformationor noticeis to beprovidedpursuant
to this DisclosureUndertaking. TheNationalRepositoriesat thetimeof executionanddelivery of this Disclosure
Undertakingarelistedin Exhibit A.

“Official Statement” means the final Official StatementdatedMay 4, 2004, with respectto the initial
offering of theSeries2004Bonds.

“Participating Underwriter” means each broker, dealer, or municipal securitiesdealer acting as an
underwriterin theprimary offering of the Series2004Bonds, including, without limitation, RBC Dam Rauseher
Inc..

“Repository” meanseachNationalRepositoryandeachStateRepository.

“Rule” means Rule I 5c2-12(b)(5) adoptedby the Securitiesand ExchangeCommission under the
SecuritiesExchangeAct of 1934,asapplicableto theSeries2004Bonds.

“State”meanstheStateof Arizona.

“StateRepository” meansany public or private repositoryor entity designatedby the State as a state
repositoryfor the purposeof the Rule andrecognizedassuchby the SecuritiesandExchangeCommission. As of
thedateofthis DisclosureUndertaking, there is no State Repository.

Section 11 GoverningLaw; Forum. This DisclosureUndertakingshall be governedby the law of
the State.Any action to enforcethis DisclosureUndertakingagainstthe Obligor may be brought only in a State
court.

Section 12 BudgetRequirement. Underthe law of the State,no expendituresmay be madeby the
Obligor in anyFiscalYearfor a purposenot includedin thebudget,andno expendituremaybe madeor obligation
or liability incurredor createdby theObligor in anyFiscalYearin excessof the amountspecifiedfor eachpurpose
in the budget, for that FiscalYear, except as otherwiseprovidedby law, and the Obligor’s undertakingin this
DisclosureUndertakingis subject to this limitation of State law on expendituresby the Obligor for costs of
performingits obligationsunderthis DisclosureUndertaking.

Dated: May 11,2004
PIMA COUNTY, ARIZONA

By:
CarolBonehalk
Directorof Finance
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Exhibit A

List of Nationally RecognizedMunicipal SecuritiesInformation Repositories
at the time of executionand delivery of the DisclosureUndertaking

The list may changefrom time to time. The Disclosure Undertakingrequiresthat information and noticesbe
provided to eachRepository. The list shouldbe checkedfor changeseachtime information or notice is to be
provided. A current list may be obtainedfrom the Securitiesand ExchangeCommissionover the Internet at
http://www.sec.gov/info/municipal/nrmsir.

BloombergMunicipal Repository
100BusinessParkDrive
Skillman, NewJersey 08558
Phone: (609)279-3225
Fax: (609) 279-5962
E-mail: munis~bloomberg.com

DPCData Inc.
OneExecutiveDrive
Fort Lee,New Jersey07024
Phone: (201)346-0701
Fax: (201) 947-0107
E-mail: nrmsir~dpedata.eom

FT InteractiveData
Attn: NRMSIR
100William Street
NewYork, NewYork 10038
Phone: (212) 771-6999
Fax: (212) 771-7390
E-mail: nnnsir@flid.com

Standard& Poor’s SecuritiesEvaluations,Inc.
55 WaterStreet,

45th Floor
NewYork, NewYork 10041
Phone: (212)438-4595
Fax: (212)438-3975
E-mail: nrmsirrepository~sandp.com
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FORM OF MUNICIPAL BOND INSURANCE POLICY
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$25,770,000
PIMA COUNTY, ARIZONA

SEWERREVENUEREFUNDING BONDS,

SERIES 2004

BOND PURCHASEAGREEMENT

May 4, 2004

PIMA COUNTY, ARIZONA
c/o Board of Supervisors
130 West Congress, 11th Floor
Tucson, Arizona 85701

The undersigned, RBC Dam Rauscher Inc. (the “Under-
writer”), acting on its own behalf, and not acting as fiduciary or
agent for you, offers to enter into the following agreement with Pima
County, Arizona (the “Issuer”) which, upon the Issuer’s written
acceptance of this offer, will be binding upon the Issuer and upon the
Underwriter. This offer is made subject to the Issuer’s written
acceptance hereof on or before 5:00 p.m., Arizona time, on May 4,
2004, and, if not so accepted, will be subject to withdrawal by the
Underwriter upon notice delivered to the Issuer at any time prior to
the acceptance hereof by the Issuer. Terms not otherwise defined in
this Agreement shall have the same meanings set forth in the Bond
Resolution (as defined herein) or in the Official Statement (as
defined herein)



1. Purchase and Sale of the Bonds. Subject to the terms
and conditions and in reliance upon the representations, warranties
and agreements set forth herein, the Underwriter hereby agrees to
purchase from the Issuer, and the Issuer hereby agrees to sell and
deliver to the Underwriter, all, but not less than all, of the
Issuer’s Sewer Revenue Refunding Bonds, Series 2004 (the “Bonds”)
Inasmuch as this purchase and sale represents a negotiated transac-
tion, the Issuer understands, and hereby confirms, that the Under-
writer is not acting as a fiduciary of the Issuer, but rather are
acting solely in its capacity as Underwriter for its own account. The
Underwriter has been duly authorized to execute this Agreement and to
act hereunder.

The principal amount of the Bonds to be issued, the dated
date and first interest payment date therefor, the maturities, the
sinking fund and optional redemption provisions and interest rates per
annum and resulting yields are set forth in Schedule I hereto. The
Bonds shall be as described in, and shall be issued and secured under
and pursuant to the provisions of, Resolution No. 1991—138 adopted on
August 6, 1991, as supplemented and amended, including by Resolution
No. 2004-58, adopted by the Board of Supervisors of the County (the
“Board”) at a meeting duly called, noticed and held on March 9, 2004.

The purchase price for the Bonds shah be $26,769,868.87
plus interest accrued on the Bonds from the dated date of the Bonds to
the Closing Date (as defined herein) . The net premium of $999,868.70
represents net premium of $1,257,568.70 less an underwriting discount
of $257,700.00. (The payment referred to in Section 5 hereof shall
reflect payment by the Underwriter to the Insurer (as defined herein)
of $81,768.60 from the proceeds of the sale of the Bonds on behalf of
the Issuer for purchase of the Policy (as defined herein) .)

2, Public Offering. The Underwriter agrees to make a
bona fide public offering of all of the Bonds at prices not to exceed
the public offering prices set forth on the cover of the Official
Statement and may subsequently change such offering prices without any
requirement of prior notice. The Underwriter may offer and sell Bonds
to certain dealers (including dealers depositing Bonds into investment
trusts) and others at prices lower than the public offering prices
stated on the cover of the Official Statement.

3. The Official Statement.

(a) Attached hereto as Exhibit A is a copy of the
Preliminary Official Statement, dated April 22, 2004 (the
“Preliminary Official Statement”), including the cover page
and Appendices thereto, of the Issuer relating to the
Bonds. The Preliminary Official Statement, as to be subse-
quently amended to reflect the changes resulting from the
sale of the Bonds, is hereinafter called the “Official
Statement.”

2



(b) The Preliminary Official Statement has been pre—
pared for use in connection with the public offering, sale
and distribution of the Bonds by the Underwriter. The
Issuer hereby deems the Preliminary Official Statement
“final” as of its date, except for the omission of such
information which is dependent upon the final pricing of
the Bonds for completion, all as permitted to be excluded
by Section (b) (1) of Rule 15c2—l2 under the Securities
Exchange Act of 1934 (the “Rule”)

(c) The Issuer hereby authorizes the Official
Statement and the information therein contained to be used
by the Underwriter in connection with the public offering
and the sale of the Bonds. The Issuer consents to the use
by the Underwriter prior to the date hereof of the Prelim-
inary Official Statement in connection with the public
offering of the Bonds. The Issuer shall provide, or cause
to be provided, to the Underwriter as soon as practicable
after the date of the Issuer’s acceptance of this Agreement
(but, in any event, not hater than within seven business
days after the Issuer’s acceptance of this Agreement and in
sufficient time to accompany any confirmation that requests
payment from any customer) copies of the Official Statement
which is complete as of the date of its delivery to the
Underwriter in such quantity as the Underwriter shall
request in order for the Underwriter to comply with Section
(b) (4) of the Rule and the rules of the Municipal Securi-
ties Rulemaking Board.

(d) If, after the date of this Agreement to and
including the date the Underwriter is no longer required to
provide an Official Statement to potential customers who
request the same pursuant to the Rule (the earlier of
(i) 90 days from the “end of the underwriting period” (as
defined in the Rule) and (ii) the time when the Official
Statement is available to any person from a nationally
recognized municipal securities repository, but in no case
less than 25 days after the “end of the underwriting
period” for the Bonds), the Issuer becomes aware of any
fact or event which might or would cause the Official
Statement, as then supplemented or amended, to contain any
untrue statement of a material fact or to omit to state a
material fact required to be stated therein or necessary to
make the statements therein not misleading, or if it is
necessary to amend or supplement the Official Statement to
comply with law, the Issuer will notify the Underwriter
(and for the purposes of this clause provide the Under-
writer with such information as it may from time to time
request), and if, in the opinion of the Underwriter, such
fact or event requires preparation and publication of a
supplement or amendment to the Official Statement, the
Issuer will forthwith prepare and furnish, at the Issuer’s
own expense (in a form and manner approved by the Under—
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writer) , a reasonabhe number of copies of either amendments

or supplements to the Official Statement so that the
statements in the Official Statement as so amended and
supplemented will not contain any untrue statement of a
material fact or omit to state a material fact required to
be stated therein or necessary to make the statements
therein not misleading or so that the Official Statement
will comply with law. If such notification shall be subse-
quent to the Closing (as defined herein), the Issuer shall
furnish such legal opinions, certificates, instruments and
other documents as the Underwriter may deem necessary to
evidence the truth and accuracy of such supplement or
amendment to the Official Statement.

(e) The Underwriter hereby agrees to file the Offi-
cial Statement with a nationally recognized municipal secu-
rities information repository. Unless otherwise notified
in writing by the Underwriter, the Issuer can assume that
the “end of the underwriting period” for purposes of the
Rule is the Closing Date.

4. Representations, Warranties, and Covenants of the
Issuer. The Issuer hereby represents and warrants to and covenants
with the Underwriter that:

(a) The Issuer is duly organized and validly existing
as a political subdivision of the State of Arizona (the
“State”) with powers specifically required for the purposes
of this Agreement, specifically Title 11, Chapter 2, Arti-
cle 4, Arizona Revised Statute, as amended (the “Act”), and
has full legal right, power and authority under the Act,
and at the Closing Date will have full legal right, power
and authority under the Act and the Bond Resolution (i) to
enter into, execute and deliver this Agreement, the Bond
Resolution, the Depository Trust Agreement described in the
Official Statement (the “Depository Trust Agreement”), the
Bond Registrar and Paying Agent Agreement described in the
Bond Resolution and the Undertaking as defined in Section
6(j) (3) hereof and all documents required hereunder and
thereunder to be executed and delivered by the Issuer (this
Agreement, the Bond Resolution, the Depository Trust Agree-
ment, such Bond Registrar and Paying Agent Agreement and
the Undertaking hereinafter referred to as the “Issuer
Documents”), (ii) to sell, issue and deliver the Bonds to
the Underwriter as provided herein, (iii) to carry out and
consummate the transactions contemplated by the Issuer
Documents and the Official Statement and (iv) to operate
the System (as defined in the Official Statement), and the
Issuer has complied, and will at the Closing be in compli-
ance in all respects, with the terms of the Act and the
Issuer Documents as they pertain to such transactions;
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(b) By all necessary official action of the Issuer
prior to or concurrently with the acceptance hereof, the
Issuer has duly authorized all necessary action to be taken
by it for (i) the adoption of the Bond Resolution and the
issuance and sale of the Bonds, (ii) the approval, execu-
tion and delivery of, and the performance by the Issuer of
the obligations on its part contained in, the Bonds and the
Issuer Documents and (iii) the consummation by it of all
other transactions contemplated by the Official Statement
and the Issuer Documents and any and all such other agree-
ments and documents as may be required to be executed,
delivered and/or received by the Issuer in order to carry
out, give effect to, and consummate the transactions con-
templated herein and in the Official Statement;

(c) The Issuer Documents constitute legal, valid and
binding obligations of the Issuer, enforceable in accor-
dance with their respective terms, subject to bankruptcy,
insolvency, reorganization, moratorium and other similar
laws and principles of equity relating to or affecting the
enforcement of creditors’ rights; the Bonds, when issued,
delivered and paid for, in accordance with the Bond Resolu-
tion and this Agreement, will constitute legal, valid and
binding obligations of the Issuer entitled to the benefits
of the Bond Resolution and enforceable in accordance with
their terms, subject to bankruptcy, insolvency, reorganiza-
tion, moratorium and other similar laws and principles of
equity relating to or affecting the enforcement of credi-
tors’ rights; upon the issuance, authentication and deliv-
ery of the Bonds as aforesaid, the Bond Resolution will
provide, for the benefit of the holders, from time to time,
of the Bonds, the legally valid and binding pledge of and
lien it purports to create as set forth in the Bond Resolu-
tion;

(d) Except as disclosed in the Official Statement,
the Issuer is not in breach of or default in any material
respect under any applicable constitutional provision, law
or administrative regulation of the State or the United
States or any applicable judgment or decree or any loan
agreement, indenture, bond, note, resolution, agreement or
other instrument to which the Issuer is a party or to which
the Issuer is or any of its property or assets are other-
wise subject, and no event has occurred and is continuing
which constitutes or with the passage of time or the giving
of notice, or both, would constitute a default or event of
default by the Issuer under any of the foregoing; and the
execution and delivery of the Bonds, the Issuer Documents
and the adoption of the Bond Resolution, and compliance
with the provisions on the Issuer’s part contained therein,
will not conflict with or constitute a breach of or default
under any constitutional provision, administrative regula-
tion, judgment, decree, loan agreement, indenture, bond,
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note, resolution, agreement or other instrument to which
the Issuer is a party or to which the Issuer is or to which
any of its property or assets are otherwise subject nor
will any such execution, delivery, adoption or compliance
result in the creation or imposition of any lien, charge or
other security interest or encumbrance of any nature what—
soever upon any of the property or assets of the Issuer to
be pledged to secure the Bonds or under the terms of any
such law, regulatIon or instrument, except as provided by
the Bonds and the Bond Resolution;

(e) All authorizations, approvals, licenses, permits,
consents and orders of any governmental authority, legisla-
tive body, board, agency or commission having jurisdiction
of the matter which are required for the due authorization
of, which would constitute a condition precedent to, or the
absence of which would materially adversely affect the due
performance by the Issuer of its obligations under the
Issuer Documents, and the Bonds or with respect to the
System have been duly obtained, except for such approvals,
consents and orders as may be required under the “blue sky”
or securities laws of any jurisdiction in connection with
the offering and sale of the Bonds;

(f) The Bonds conform to the descriptions thereof
contained in the Official Statement under the caption “THE
SERIES 2004 BONDS”; the Bond Resolution conforms to the
description thereof contained in the Official Statement in
Appendix “G” thereto; the proceeds of the sale of the Bonds
will be applied generally as described in the Official
Statement under the caption “PLAN OF REFUNDING” and the
Undertaking conforms to the description thereof contained
in the Official Statement under the caption “CONTINUING
SECONDARYMARKET DISCLOSURE”;

(g) There is no legislation, action, suit, proceed-
ing, inquiry or investigation, at law or in equity, before
or by any court, government agency, public board or body,
pending or, to the best knowledge of the Issuer after due
inquiry, threatened against the Issuer, affecting the exis-
tence of the Issuer or the titles of its officers to their
respective offices, or affecting or seeking to prohibit,
restrain or enjoin the sale, issuance or delivery of the
Bonds or the collection of the Net Revenues (as defined in
the Bond Resolution) pursuant to the Bond Resolution or in
any way contesting or affecting the validity or enforcea-
bility of the Bonds or the Issuer Documents, or contesting
the exclusion from gross income of interest on the Bonds
for federal income tax purposes or State income tax pur-
poses, or contesting in any way the completeness or accu-
racy of the Preliminary Official Statement or the Official
Statement or any supplement or amendment thereto, or con-
testing the powers of the Issuer or any authority for the
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issuance of the Bonds, the adoption of the Bond Resolution
or the execution and delivery of the Issuer Documents, nor,
to the best knowledge of the Issuer, is there any basis
therefor, wherein an unfavorable decision, ruling or find-
ing would materially adversely affect the validity or
enforceability of the Bonds or the Issuer Documents;

(h) As of the date thereof, the Preliminary Official
Statement did not contain any untrue statement of a mate-
rial fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein,
in the light of the circumstances under which they were
made, not misleading;

(i) At the time of the Issuer’s acceptance hereof and
(unless the Official Statement is amended or supplemented
pursuant to paragraph (d) of Section 3 of this Agreement)
at all times subsequent thereto during the period up to and
including the Closing Date, the Official Statement does not
and will not contain any untrue statement of a material
fact or omit to state any material fact required to be
stated therein or necessary to make the statements therein,
in light of the circumstances under which they were made,
not misleading;

(j) If the Official Statement is supplemented or
amended pursuant to paragraph (d) of Section 3 of this
Agreement, at the time of each supplement or amendment
thereto and (unless subsequently again supplemented or
amended pursuant to such paragraph) at all times subsequent
thereto during the period up to and including the Closing
Date, the Official Statement as so supplemented or amended
will not contain any untrue statement of a material fact or
omit to state any material fact required to be stated
therein or necessary to make the statements therein, in
light of the circumstances under which made, not mislead-
ing;

(k) The Issuer will apply, or cause to be applied,
the proceeds from the sale of the Bonds as provided in and
subject to all of the terms and provisions of the Bond
Resolution and will not take or omit to take any action
which action or omission will adversely affect the exclu-
sion from gross income for federal income tax purposes or
State income tax purposes of the interest on the Bonds;

(1) The Issuer will furnish such information and
execute such instruments and take such action in coopera-
tion with the Underwriter as the Underwriter may reasonably
request (A) to (y) qualify the Bonds for offer and sale
under the “blue sky” or other securities laws and regula-
tions of such states and other jurisdictions in the United
States as the Underwriter may designate and (z) determine
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the eligibility of the Bonds for investment under the laws
of such states and other jurisdictions and (B) to continue
such qualifications in effect so long as required for the
distribution of the Bonds (provided, however, that the
Issuer will not be required to qualify as a foreign corpo—
ration or to file any general or special consents to
service of process under the laws of any jurisdiction) and
will advise the Underwriter immediately of receipt by the
Issuer of any notification with respect to the suspension
of the qualification of the Bonds for sale in any
jurisdiction or the initiation or threat of any proceeding
for that purpose;

(m) The financial statements of, and other financial
information regarding, the Issuer in the Official Statement
fairly present the financial position and results of the
Issuer and of the System as of the dates and for the
periods therein set forth in accordance with generally
accepted governmental accounting principles as applicable
to governmental units and have been prepared in accordance
with generally accepted governmental accounting principles
consistently applied throughout the periods concerned
(except as otherwise disclosed in the Official Statement or
financial statements); since June 30, 2003, the Issuer has
not incurred any material liabilities, direct or contin-
gent, nor has there been any material adverse change in the
financial position, results of operations or condition,
financial or otherwise, of the Issuer that are not
described in the Official Statement, whether or not arising
from transactions in the ordinary course of business; prior
to the Closing, there will be no adverse change of a
material nature in such financial position, results of
operations or condition, financial or otherwise, of the
Issuer or of the System, and the Issuer is not a party to
any litigation or other proceeding pending or, to its
knowledge, threatened which, if decided adversely to the
Issuer, would have a materially adverse effect on the
financial condition of the Issuer or of the System;

(n) The Issuer has fully submitted to the Arizona
Department of Revenue the information required with respect
to previous issuances of bonds, securities and lease—
purchase agreements of the Issuer pursuant to Section
35—501(B), Arizona Revised Statutes, as amended, and will
file the information relating to the Bonds required to be
submitted to the Arizona Department of Revenue pursuant
thereto within sixty (60) days of the Closing Date;

(o) The Issuer shall execute and deliver prior to the
Closing, and in time for the Closing to occur at its
specified time, the documents required to cause the Bonds
to be eligible for deposit with DTC (as defined herein) or
other securities depositories;
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(p) Except as otherwise indicated in the Official
Statement, the Issuer has been and is in full compliance
with the terms of all continuing disclosure undertakings
previously executed by the County pursuant to the Rule;

(q) Prior to the Closing the Issuer will not offer or
issue any bonds, notes or other obligations for borrowed
money or incur any material liabilities, direct or contin-
gent, payable from or secured by any of the Net Revenues or
assets which wiil secure the Bonds without the prior
approval of the Underwriter; and

(r) Any certificate, signed by any official of the
Issuer authorized to do so in connection with the transac-
tions contemplated by this Agreement shall be deemed a
representation and warranty by the Issuer to the Under-
writer as to the statements made therein,

5. Closing.

(a) Before 10:00 a.m., Arizona time, on May 11, 2004
(the “Closing Date”), or at such other time and date as
shall have been mutually agreed upon by the Issuer and the
Underwriter (the “Closing”), the Issuer will, subject to
the terms and conditions hereof, deliver the Bonds to the
Underwriter duly executed and authenticated, together with
the other documents hereinafter mentioned, and the Under-
writer will, subject to the terms and conditions hereof,
accept such delivery and pay the purchase price of the
Bonds as set forth in Section 1 of this Agreement by a
certified or bank cashier’s check or checks or wire trans-
fer payable in immediately available funds to the order of
the Issuer. Payment for the Bonds as aforesaid shall be
made at the offices of Bond Counsel or such other place as
shall have been mutually agreed upon by the Issuer and the
Underwriter.

(b) Delivery of the Bonds shall be made through the
facilities of The Depository Trust Company, New York, New
York (“DTC”) . The Bonds shall be delivered in definitive
fully registered form, bearing CUSIP numbers without
coupons, with one Bond for each maturity of the Bonds,
registered in the name of Cede & Co., all as provided in
the Bond Resolution, and shall be made available to the
Underwriter at least one business day before the Closing
for purposes of inspection.

6. Closing Conditions. The Underwriter has entered into
this Agreement in reliance upon the representations, warranties and
agreements of the Issuer contained herein, and in reliance upon the
representations, warranties and agreements to be contained in the
documents and instruments to be delivered at the Closing and upon the
performance by the Issuer of its obligations hereunder, both as of the
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date hereof and as of the Closing Date. Accordingly, the Under-
writer’s obligations under this Agreement to purchase, to accept
delivery of and to pay for the Bonds shall be conditioned upon the
performance by the Issuer of its obligations to be performed hereunder
and under such documents and instruments at or prior to the Closing,
and shall also be subject to the following additional conditions,
including the delivery by the Issuer of such documents as are
enumerated herein, in form and substance reasonably satisfactory to
the Underwriter:

(a) The representations and warranties of the Issuer
contained herein shall be true, complete and correct on the
date hereof and on and as of the Closing Date, as if made
on the Closing Date;

(b) The Issuer shall have performed and complied with
all agreements and conditions required by this Agreement to
be performed or complied with by it prior to or at the
Closing;

(c) At the time of the Closing, (i) the Issuer
Documents and the Bonds shall be in full force and effect
in the form heretofore approved by the Underwriter and
shall not have been amended, modified or supplemented, and
the Official Statement shall not have been supplemented or
amended, except in any such case as may have been agreed to
by the Underwriter; and (ii) all actions of the Issuer
required to be taken by the Issuer shall be performed in
order for Bond Counsel and Counsel to the Underwriter to
deliver their respective opinions referred to hereafter;

(d) At the time of the Closing, all official action
of the Issuer relating to the Bonds and the Issuer Docu-
ments shall be in full force and effect and shall not have
been amended, modified or supplemented;

(e) At or prior to the Closing, the Bond Resolution
shall have been duly executed and delivered by the Issuer
and the Issuer shall have duly executed and delivered and
the registrar for the Bonds shall have duly authenticated
the Bonds;

(f) At or prior to the Closing, the Insurance Policy
(the “Policy”) shall have been duly executed, issued and
delivered by Financial Security Assurance Inc. (the
“Insurer”) ;

(g) At the time of the Closing, there shall not have
occurred any change or any development involving a pro-
spective change in the System, in the condition, financial
or otherwise, or in the Net Revenues or operations of the
Issuer, from that set forth in the Official Statement that,
in the judgment of the Underwriter, is material and adverse
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and that makes it, in the judgment of the Underwriter,
impracticable to market the Bonds on the terms and in the
manner contemplated in the Official Statement;

(h) The Issuer shall not have failed to pay principal
or interest when due on any of its outstanding obligations
for borrowed money;

(I) All steps to be taken and all instruments and
other documents to be executed, and all other legal matters
in connection with the transactions contemplated by this
Agreement shall be reasonably satisfactory in legal form
and effect to the Underwriter;

(j) At or prior to the Closing, the Underwriter shall
have received copies of each of the following documents:

(1) the Official Statement, and each supplement
or amendment thereto, if any, executed on behalf of
the Issuer by the Chairman of the Board and the County
Administrator, or such other official as may have been
agreed to by the Underwriter, and the reports and
audits referred to or appearing in the Official State-
ment;

(2) the Bond Resolution with such supplements
or amendments as may have been agreed to by the Under-
writer;

(3) the other Issuer Documents including the
Undertaking of the Issuer which satisfies the require-
ments of section (b) (5) (i) of the Rule;

(4) the approving opinion of Bond Counsel,
dated the Closing Date, with respect to the Bonds, in
substantially the form attached to the Official State-
ment;

(5) a supplemental opinion of Bond Counsel,
dated the Closing Date, addressed to the Underwriter,
substantially to the effect that:

(i) the Issuer is duly organized and
validly existing as a political subdivision under
the laws of the State with powers specifically
required for the purpose of this Agreement,
specifically the Act, and has full legal right,
power and authority under the Act and the Bond
Resolution (A) to enter into, execute and deliver
the Issuer Documents and all documents required
hereunder and thereunder to be executed and
delivered by the Issuer, (B) to sell, issue and
deliver the Bonds to the Underwriter as provided
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herein, (C) to carry out and consummate the
transactions contemplated by the Issuer Documents
and the Official Statement and (D) to operate the
System, and the Issuer has complied in all
respects with the terms of the Act;

(ii) by all necessary official action of
the Issuer prior to or concurrently with the
acceptance hereof, the Issuer has duly authorized
all necessary action to be taken by it for
(A) the adoption of the Bond Resolution and the
issuance and sale of the Bonds, (B) the approval,
execution and delivery of, and the performance by
the Issuer of the obligations on its part con-
tained in, the Bonds and the Issuer Documents,
and (C) the consummation by it of all other
transactions contemplated by the Official State-
ment and the Issuer Documents;

(iii) the Bond Resolution was duly and
validly adopted by the Issuer and is in full
force and effect and the Bond Resolution has been
duly and validly adopted or undertaken in compli-
ance with all applicable procedural requirements
of the Issuer and in compliance with the Consti-
tution and laws of the State, including the Act;

(iv) the Issuer Documents have been duly
authorized, executed and delivered by the Issuer,
and constitute legal, valid and binding obliga-
tions of the Issuer enforceable against the
Issuer in accordance with their respective terms,
except to the extent limited by bankruptcy,
insolvency, reorganization, moratorium or other
similar laws and equitable principles of general
application relating to or affecting the enforce-
ment of creditors’ rights and all requirements
with respect to the Bonds being “Parity Bonds”
pursuant to the Bond Resolution have been satis-
fied to the fullest extent permitted by applica-
ble law and with respect to the defeasance of the
hereinafter described Refunded Bonds have been
satisfied to the fullest extent permitted by
applicable law;

(v) the distribution of the Preliminary
Official Statement and the Official Statement has
been duly authorized by the Issuer;

(vi) all authorizations, approvals,
licenses, permits, consents and orders of any
governmental authority, legislative body, board,
agency or commission having jurisdiction of the
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matter which are required for the due authoriza-
tion of, which would constitute a condition prec-
edent to, or the absence of which would materi-
ally adversely affect the due performance by the
Issuer of Its obligations under the Issuer Docu-
ments and the Bonds or with respect to the System
have been obtained;

(vii) the Bonds are exempted securities
under the Securities Act of 1933, as amended (the
“1933 Act”), and the Trust Indenture Act of 1939,
as amended (the “Trust Indenture Act”) and it is
not necessary, in connection with the offering
and sale of the Bonds, to register the Bonds
under the 1933 Act or to qualify the Bond Resolu-
tion under the Trust Indenture Act; and

(viii) the information contained in the Offi-
cial Statement on the cover page thereof, under
the captions “THE SERIES 2004 BONDS” (except
under the subheading “Book-Entry Only System”),
“PLAN OF REFUNDING,” “TAX EXEMPTION,” “ORIGINAL
ISSUE DISCOUNT,” “BOND PREMIUM,” and “CONTINUING
SECONDARYMARKET DISCLOSURE” (except the informa-
tion with respect to the compliance by the Issuer
with prior undertakings) therein and in Append-
ices “D,” “G” and “H” thereto insofar as such
statements and information summarize certain
provisions of the Bonds, the Issuer Documents and
certain provisions of Arizona and federal law,
including the federal and Arizona income status
of interest on the Bonds, fairly present the
information purported to be shown and that noth-
ing has come to the attention of such counsel
which would lead them to believe that such infor-
mation contains any untrue statement of a mate-
rial fact or that such information, taken collec-
tively, omits to state any material fact that is
necessary in order to make the statements made
therein, in light of the circumstances under
which they are made, not misleading; provided,
however, that such information does not purport
to summarize all the provisions of, and is quali-
fied in their entirety by, the complete documents
which are summarized;

(6) An opinion of Counsel to the Underwriter,
dated the Closing Date, addressed to the Underwriter,
substantially to the effect that:

(i) the Bonds are exempt securities under
the 1933 Act and the Trust Indenture Act and it
is not necessary, in connection with the offering
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and sale of the Bonds, to register the Bonds
under the 1933 Act and the Bond Resolution need
not be qualified under the Trust Indenture Act;
and

(ii) based upon their participation in the
preparation of the Official Statement as counsel
for the Underwriter and their participation at
conferences at which the Official Statement was
discussed, but without having undertaken to
determine independently the accuracy, complete-
ness or fairness of the statements contained in
the Official Statement, such counsel has no
reason to believe that the Official Statement
contains any untrue statement of a material fact
or omits to state a material fact necessary to
make the statements therein, in light of the
circumstances under which they were made, not
misleading in any material respect (except for
any financial, forecast, technical and statisti-
cal statements and data included in the Official
Statement and the information on cover page of,
under the captions “THE SERIES 2004 BONDS,” “PLAN
OF REFUNDING,” “MUNICIPAL BOND INSURANCE,” “TAX
EXEMPTION,” “LITIGATION,” and “CONTINUING SECOND-
ARY MARKET DISCLOSURE” in and in Appendices “A,”
“D,” “E,” “F,” “G,” “H” and “I” to, the Official
Statement, in each case as to which no view need
be expressed);

(7) An opinion of the County Attorney, dated
the Closing Date, addressed to the Underwriter, to the
effect that:

(I) there is no action, suit, proceeding,
inquiry or investigation, at law or in equity,
before or by any court, government agency, public
board or body, pending or, to the best knowledge
of the Issuer, after due inquiry threatened
against the Issuer, affecting the corporate exis-
tence of the Issuer or the titles of its officers
to their respective offices, or affecting or
seeking to prohibit, restrain or enjoin the sale,
issuance or delivery of the Bonds or the collec-
tion of the Net Revenues pursuant to the Bond
Resolution or in any way contesting or affecting
the validity or enforceability of the Bonds or
the Issuer Documents, or contesting the exclusion
from gross income of interest on the Bonds for
federal income tax purposes or State income tax
purposes, or contesting in any way the complete-
ness or accuracy of the Preliminary Official
Statement or the Official Statement or any sup-
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piement or amendment thereto, or contesting the
powers of the Issuer. or any authority for the
issuance of the Bonds, the adoption of the Bond
Resolution or the execution and delivery of the
Issuer Documents, nor, to the best knowledge of
the Issuer, is there any basis therefor, wherein
an unfavorable decision, ruling or finding would
materialiy adversely affect the validity or
enforceability of the Bonds or the Issuer Docu-
ments;

(ii) the execution and delivery of the
Issuer Documents and compliance by the Issuer
with the provisions hereof and thereof, under the
circumstances contemplated herein and therein,
will not conflict with or constitute on the part
of the Issuer a material breach of or a default
under any agreement or instrument to which the
Issuer is a party, or violate any existing law,
administrative regulation, court order, or con-
sent decree to which the Issuer is subject;

(iii) the information contained in the Off i-
cial Statement under the caption “LITIGATION” is
true and correct in all material respects; and

(iv) based on the examination which such
counsel has caused to be made and its participa-
tion at conferences at which the Preliminary
Official Statement and the Official Statement
were discussed and except as described in sub-
paragraph (iii) of this subsection, such counsel
has no reason to believe that the Official State-
ment as of its date and as of the date hereof
contains any untrue statement of a material fact
or omits to state a material fact necessary to
make the statements therein, in light of the
circumstances under which they were made, not
misleading in any material respect (except for
any financial forecast, technical and statistical
data included in the Official Statement and
except for information under the captions “THE
SERIES 2004 BONDS - Book-Entry-Only System” and
“MUNICIPAL BOND INSURANCE,” in each case as to
which no view need be expressed;

(8) A certificate, dated the Closing Date, of
the Issuer substantially to the effect that (i) the
representations and warranties of the Issuer contained
herein are true and correct in all material respects
on and as of the Closing Date as if made on the
Closing Date; (ii) no litigation or proceeding against
it is pending or, to its knowledge, threatened in any
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court or administrative body nor is there a basis for
litigation which would (a) contest the right of the
members or officials of the Issuer to hold and exer-
cise their respective positions, (b) contest the due
organization and valid existence of the Issuer,
(c) contest the validity, due authorization and execu-
tion of the Bonds or the Issuer Documents or (d) at-
tempt to limit, enjoin or otherwise restrict or pre-
vent the Issuer from functioning and collecting Net
Revenues, including payments on the Bonds, pursuant to
the Bond Resolution, and other income or the antici-
pated receipt of the Net Revenues; (iii) the resolu-
tions of the Issuer authorizing the execution, deliv-
ery and/or performance of the Official Statement, the
Bonds and Issuer Documents have been duly adopted by
the Issuer, are in full force and effect and have not
been modified, amended or repealed, (iv) the financial
statements of the Issuer included in the Official
Statement were true, correct and complete as of June
30, 2003, and are true, correct and complete as of the
date of such certificate, and that any other financial
statements and statistical data included in the Offi-
cial Statement, including with respect to the System,
are true and correct as of the date of such certifi-
cate, (v) subsequent to June 30, 2003, the Issuer has
not incurred any material liabilities, direct or
contingent, nor has there been any material adverse
change in the financial position, results of opera-
tions or condition, financial or otherwise, of the
Issuer that are not described in the Official State-
ment, whether or not arising from transactions in the
ordinary course of business, and (vi) to the best of
its knowledge, no event affecting the Issuer has
occurred since the date of the Official Statement
which should be disclosed in the Official Statement
for the purpose for which it is to be used or which it
is necessary to disclose therein in order to make the
statements and information therein, in light of the
circumstances under which made, not misleading in any
respect as of the ClosIng, and the information con-
tained in the Official Statement is correct in all
material respects and, as of the date of the Official
Statement did not, and as of the Closing does not,
contain any untrue statement of a material fact or
omit to state a material fact required to be stated
therein or necessary to make the statements made
therein, in the light of the circumstances under which
they were made, not misleading in any material
respect;

(9) A certificate of the Issuer in form and
substance satisfactory to Bond Counsel and Counsel to
the Underwriter (a) setting forth the facts, estimates
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and circumstances in existence on the date of the
Closing, which establish that it is not expected that
the proceeds of the Bonds will be used in a manner
that would cause the Bonds to be “arbitrage bonds”
within the meaning of Section 148 of the Internal
Revenue Code of 1986, as amended (the “Code”), and any
applicable regulations (whether final, temporary or
proposed), issued pursuant to the Code, and (b) certi-
fying that to the best of the knowledge and belief of
the Issuer there are no other facts, estimates or
circumstances that would materially change the conclu-
sions, representations and expectations contained in
such certificate;

(10) Any other certificates and opinions re-
quired by the Bond Resolution for the issuance there-
under of the Bonds;

(11) Evidence satisfactory to the Underwriter
that the Bonds have been rated “AAA” and “Aaa” based
on issuance of the Policy by, respectively, Standard &
Poor’s Rating Services, a division of the McGraw Hill
Companies, and Moody’s Investors Services and that all
such ratings are in effect as of the Closing Date;

(12) A copy of the Policy together with an
opinion of counsel to the Insurer in form and sub-
stance satisfactory to the Underwriter;

(13) A certificate of the Insurer with respect
to the accuracy of statements contained in the Offi-
cial Statement regarding the Policy and the due
authorization execution issuance and delivery of the
Policy;

(14) A copy of a special report prepared by The
Arbitrage Group, Inc., independent certified public
accountants, addressed to the Issuer, Bond Counsel and
the Underwriter, verifying the arithmetical computa-
tions of the adequacy of the maturing principal and
interest on the obligations and uninvested cash on
hand under the Depository Trust Agreement to pay, when
due, the principal of and interest on the bonds which
have been refunded with proceeds of the sale of the
Bonds (the “Refunded Bonds”);

(15) A certificate of The Arbitrage Group, Inc.
consenting to references to its verification of the
mathematical computations described in clause (14)
above in the Preliminary Official Statement and the
Official Statement;
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(16) A certificate of the Depository Trustee to
the effect that moneys or obligations sufficient to
effectuate the refunding of the Refunded Bonds have
been received and that such moneys or obligations have
been deposited under the Depository Trust Agreement;

(17) Such other opinions of counsel as are
required in connection with the refunding of the
Refunded Bonds, including an opinion of Bond Counsel
to the effect that such refunding will not have an
adverse impact on the federal tax-exempt status of
interest on the Refunded Bonds;

(18) The filing copy of the Information Return
Form 8038-G (IRS) for the Bonds;

(19) The filing copy of the Report of Bond and
Security Issuance for the Arizona Department of Reve-
nue pursuant to Section 35—501(B), Arizona Revised
Statutes, as amended; and

(20) Such additional legal opinions, certifi-
cates, instruments and other documents as the Under-
writer or Counsel to the Underwriter may reasonably
request to evidence the truth and accuracy, as of the
date hereof and as of the Closing, of the Issuer’s
representations and warranties contained herein and of
the statements and information contained in the Offi-
cial Statement and the due performance or satisfaction
by the Issuer on or prior to the Closing Date of all
the respective agreements then to be performed and
conditions then to be satisfied by the Issuer.

All of the opinions, letters, certificates, instru-
ments and other documents mentioned above or elsewhere
in this Agreement shall be deemed to be in compliance
with the provisions hereof if, but only if, they are
in form and substance satisfactory to the Underwriter.

If the Issuer shall be unable to satisfy the condi-
tions to the obligations of the Underwriter to pur-
chase, to accept delivery of and to pay for the Bonds
contained in this Agreement, or If the obligations of
the Underwriter to purchase, to accept delivery of and
to pay for the Bonds shall be terminated for any rea-
son permitted by this Agreement, this Agreement shall
terminate and neither the Underwriter nor the Issuer
shall be under any further obligation hereunder,
except that the respective obligations of the Issuer
and the Underwriter set forth in Sections 4 and 8(c)
hereof shall continue in full force and effect,
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7. Termination. The Underwriter shall have the right to
cancel its obligation to purchase the Bonds if, between the date of
this Agreement and the Closing, the market price or marketability of
the Bonds shall be materially adversely affected, in the sole judgment
of the Underwriter, by the occurrence of any of the following:

(a) legislation shall be enacted by or introduced in
the Congress of the United States or recommended to the
Congress for passage by the President of the United States,
or the Treasury Department of the United States or the
Internal Revenue Service or any member of the Congress or
the State legislature or favorably reported for passage to
either House of the Congress by any committee of such House
to which such legislation has been referred for considera-
tion, a decision by a court of the United States or of the
State or the United States Tax Court shall be rendered, or
an order, ruling, regulation (final, temporary or pro-
posed), press release, statement or other form of notice by
or on behalf of the Treasury Department of the United
States, the Internal Revenue Service or other governmental
agency shall be made or proposed, the effect of any or all
of which would be to impose, directly or indirectly,
federal income taxation or State income taxation upon Net
Revenues or other income of the general character to be
derived by the Issuer pursuant to the Bond Resolution, or
upon interest received on obligations of the general char-
acter of the Bonds or, with respect to State taxation, of
the interest on the Bonds as described in the Official
Statement, or other action or events shall have transpired
which may have the purpose or effect, directly or indi-
rectly, of changing the federal income tax consequences or
State income tax consequences of any of the transactions
contemplated herein;

(b) legislation introduced in or enacted (or resolu-
tion passed) by the Congress or an order, decree, or
injunction issued by any court of competent jurisdiction,
or an order, ruling, regulation (final, temporary, or pro-
posed), press release or other form of notice issued or
made by or on behalf of the Securities and Exchange Commis-
sion, or any other governmental agency having jurisdiction
of the subject matter, to the effect that obligations of
the general character of the Bonds, including any or all
underlying arrangements, are not exempt from registration
under or other requirements of the 1933 Act, or that the
Bond Resolution is not exempt from qualification under or
other requirements of the Trust Indenture Act, or that the
issuance, offering, or sale of obligations of the general
character of the Bonds, including any or all underlying
arrangements, as contemplated hereby or by the Official
Statement or otherwise, is or would be in violation of the
federal securities law as amended and then in effect;
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(c) any state “blue sky” or securities commission or
other governmental agency or body shall have withheld
registration, exemption or clearance of the offering of the
Bonds as described herein, or issued a stop order or
similar ruling relating thereto;

(d) a general suspension of trading in securities on
the New York Stock Exchange or the American Stock Exchange,
the establishment of minimum prices on either such
exchange, the establishment of material restrictions (not
in force as of the date hereof) upon trading securities
generally by any governmental authority or any national
securities exchange, a general banking moratorium declared
by federal, State of New York, or State officials author-
ized to do so;

(e) the New York Stock Exchange or other national
securities exchange or any governmental authority, shall
impose, as to the Bonds or as to obligations of the general
character of the Bonds, any material restrictions not now
in force, or increase materially those now in force, with
respect to the extension of credit by, or the charge to the
net capital requirements of, the Underwriter;

(f) any amendment to the federal or state Consti-
tution or action by any federal or state court, legislative
body, regulatory body, or other authority materially
adversely affecting the tax status of the Issuer, its
property, income securities (or interest thereon);

(g) any event occurring, or information becoming
known which, in the judgment of the Underwriter, makes
untrue in any material respect any statement or information
contained in the Official Statement, or has the effect that
the Official Statement contains any untrue statement of
material fact or omits to state a material fact required to
be stated therein or necessary to make the statements
therein, in the light of the circumstances under which they
were made, not misleading;

(h) there shall have occurred since the date of this
Agreement any materially adverse change in the affairs or
financial condition of the Issuer;

(i) the United States shall have become engaged in
hostilities which have resulted in a declaration of war or
a national emergency or there shall have occurred any other
outbreak or escalation of hostilities or a national or
international calamity or crisis, financial or otherwise;

(k) any fact or event shall exist or have existed
that, in the Underwriter’s judgment, requires or has
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required an amendment of or supplement to the Official
Statement;

(1) there shall have occurred any downgrading, or any
notice shall have been given of (A) any Intended or poten-
tial downgrading or (B) any review or possible change that
does not indicate a possible upgrade, in the rating
accorded any of the Issuer’s obligations (including the
rating to be accorded the Bonds);

(m) the purchase of and payment for the Bonds by the
Underwriter, or the resale of the Bonds by the Underwriter,
on the terms and conditions herein provided shall be pro-
hibited by any applicable law, governmental authority,
board, agency or commission; and

(n) the debt ceiling of the United States is such
that the obligations required to fund the Depository Trust
Agreement are not available for delivery on the date of the
delivery of the Bonds.

8. Expenses.

(a) The Underwriter shall be under no obligation to
pay, and the Issuer shall pay, any expenses Incident to the
performance of the Issuer’s obligations hereunder, includ-
ing, but not limited to (I) the cost of preparation and
printing of the Bonds, (ii) the fees and disbursements of
Bond Counsel and Counsel to the Underwriter; (iii) the fees
and disbursements of any other engineers, accountants, and
other experts, consultants or advisers retained by the
Issuer; and (iv) the fees for bond ratings and credit
enhancement fees or premiums.

(b) The Underwriter shall pay (I) the cost of prepa-
ration and printing of this Agreement; (ii) all advertising
expenses in connection with the public offering of the
Bonds; and (iii) all other expenses incurred by them in
connection with the public offering of the Bonds.

(c) If this Agreement shall be terminated by the
Underwriter because of any failure or refusal on the part
of the Issuer to comply with the terms or to fulfill any of
the conditions of this Agreement, or if for any reason the
Issuer shall be unable to perform its obligations under
this Agreement, the Issuer will reimburse the Underwriter
for all “out—of—pocket” expenses (including the fees and
disbursements of Counsel to the Underwriter) reasonably
incurred by the Underwriter in connection with this Agree-
ment or the offering contemplated hereunder.

9. Notices. Any notice or other communication to be
given to the Issuer under this Agreement may be given by delivering
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the same in writing to the address set forth on the first page of this
Agreement, and any notice or other communication to be given to the
Underwriter under this Agreement may be given by delivering the same
In writing to RBC Dam Rauscher Inc., 2398 East Camelback Road, Suite
700, Phoenix, Arizona 85016, Attention: Kurt N. Freund.

10. Parties in Interest. This Agreement as heretofore
specified shall constitute the entire agreement between us and is made
solely for the benefit of the Issuer and the Underwriter (including
successors or assigns of the Underwriter) and no other person shall
acquire or have any right hereunder or by virtue hereof. This Agree-
ment may not be assigned by the Issuer. All of the Issuer’s represen-
tations, warranties and agreements contained in this Agreement shall
remain operative and in full force and effect, regardless of (i) any
investigations made by or on behalf of any of the Underwriter;
(ii) delivery of and payment for the Bonds pursuant to this Agreement;

and (iii) any termination of this Agreement.

II. Effectiveness. This Agreement shall become effective
upon the acceptance hereof by the Issuer and shall be valid and
enforceable at the time of such acceptance.

12. Choice of Law. This Agreement shall be governed by
and construed in accordance with the law of the State.

13. Severability. If any provision of this Agreement
shall be held or deemed to be or shall, in fact, be invalid, inopera-
tive or unenforceable as applied in any particular case in any juris-
diction or jurisdictions, or in all jurisdictions because it conflicts
with any provisions of any Constitution, statute, rule of public
policy, or any other reason, such circumstances shall not have the
effect of rendering the provision in question invalid, inoperative or
unenforceable in any other case or circumstance, or of rendering any
other provision or provisions of this Agreement invalid, inoperative
or unenforceable to any extent whatever.

14. Business Day. For purposes of this Agreement, “busi-
ness day” means any day on which the New York Stock Exchange is open
for trading.

15. Section Headings. Section headings have been inserted
in this Agreement as a matter of convenience of reference only, and it
is agreed that such section headings are not a part of this Agreement
and will not be used in the interpretation of any provisions of this
Agreement.

16. Counterparts. This Agreement may be executed in
several counterparts each of which shall be regarded as an original
(with the same effect as if the signatures thereto and hereto were

upon the same document) and all of which shall constitute one and the
same document.
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17. Notice Concerning Cancellation of contracts. To the
extent applicable by provision of law, the parties acknowledge that
this Agreement is subject to cancellation pursuant to A.R.S. Section
38-511, the provisions of which are incorporated herein by this
reference.
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If you agree with the foregoing, please sign the enclosed
counterpart of this Agreement and return it to the Underwriter. This
Agreement shall become a binding agreement between you and the
Underwriter when at least the counterpart of this letter shall have
been signed by or on behalf of each of the parties hereto.

Very truly yours,

RBC DAIN RAUSCRERINC.

By... ~

Authorized Officer

/2

Accepted and agreed to the date
indicated on the first page
hereof:

PIMA COUNTY, ARIZONA

By.
Chair, Boar of Supervisors

ATTEST:

Clerk, Board of Supervisors

APPROVEDAS TO FOHN:

Snell & Wilmer L.L.P., Bond
counsel to the County

1434772.2-4/26/04
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If you agree with the foregoing, please sign the enclosed
counterpart of this Agreement and return it to the Underwriter. This
Agreement shall become a binding agreement between you and the
Underwriter when at least the counterpart of this letter shall
been signed by or on behalf of each of the parties hereto.

Accepted and agreed to the date
indicated on the first page
hereof:

Very truly yours,

RBC DAIN RAUSCFIER INC.

have

By
Authorized Officer

PIMA COUNTY, ARIZONA

By.
Chair, Boar of Supervisors

ATTEST:

,~4g~017
Clerk, Board of Supervisors

APPROVED AS TO FORM:

Snell & Wilmer L.L.P.,
Counsel to the County

Bond

By.4M1~k~,. tku..
1434772.2-4/26/04
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SCHEDULEI

$25,770,000 PRINCIPAL AMOUNT
SEWERREVENUE REFUNDING BONDS,

SERIES 2004
DATED DATE: AS OF MAY 1, 2004

Maturity Date Principal Interest
(July 1) Amount Rate Yield

2005 $1,425,000 2.000% 1.48%
2006 1,455,000 2.250 1.94
2007 2,335,000 2.625 2.42
2008 2,410,000 3.250 2.81
2009 2,485,000 5.000 3.15
2010 1,575,000 3.500 3.42
2011 1,630,000 5.375 3.65
2012 2,050,000 5.500 3.87
2013 2,975,000 5.000 4.03
2014 3,430,000 5.000 4.15
2015 2,000,000 4.125 4.26
2015 2,000,000 5.000 4.26

First Interest Payment Date is: July 1, 2004

Optional Redemption

The Bonds maturing on or after July 1, 2015, are subject to
optional call for redemption prior to maturity, at the option of the
County, on or after July 1, 2014, in whole or in part on any date, by
the payment of a redemption price equal to the principal amount called
for redemption, without premium, plus accrued interest to the date
fixed for redemption.

1—1



FIMA COUNTY, ARIZONA
SEWER REVENUE REFUNDING BONDS

SERIES 2004

DEPOSITORY TRUST AGREEMENT

This Depository Trust Agreement (the “Agreement”) is dated as of May I ~2004, and
entered into betweenPima County, Arizona (the “County”) and J.P. Morgan Trust Company,
National Association, as successorin interest to Bank One Trust Company, ‘NA. , as trustee (the
“Depository Trustee”).

WITNES S ETH:

WHEREAS,the County has previously issued, and now desires to refund in advance of
their respectivematurities, the bonds identified in Exhibit 1 hereto (collectively, the “Bonds to be
Refunded”); and

WHEREAS, the County, by a ResolutionNo. 2004-58adopted on March 9, 2004 (the
“Bond Resolution”), has authorized the issuance and sale of the County’s Sewer Revenue
Refunding Bonds, Series 2004 (the “Bonds”), and the application of a portion of the proceeds
from the sale of such bonds to refund and pay at maturity or redeem in advance of their
maturities the Bonds to be Refunded and pay certain costsof issuanceand necessarypremiums
andcommissionsrelating to the Bonds (the “Bond Proceeds”); and

WHEREAS, pursuant to the Bond Resolution, the County hassold and delivered the
Bonds to the purchaser thereof against payment therefor and the Bond Proceedsshall be applied
(i) to pay the issuancecostsof the Bonds, and(ii) to purchase obligations issuedor guaranteed
by the United States Government (hereinafter referred to as “Government Obligations”), the
maturing principal of and investment income from which will be sufficient to pay and redeem
theprincipal of, premium, and interest on the Bonds to be Refundedon July 1, 2004, as specified
in Exhibit 1 hereto; and

WHEREAS, the Bond Resolution approvesthe executionand delivery ofthis Agreement
with the Depository Trustee for the purpose of creating an irrevocable trust for the administration
and safekeepingof the Government Obligations and other moneys to be held in trust for, and
irrevocably pledgedto, the payment ofthe Bondsto be Refunded; and

WHEREAS, the Depository Trustee agrees to accept and administer the trust for such
purposecreatedhereby,

NOW, THEREFORE, in consideration of the mutual covenants and agreements
containedherein, the parties hereto agreeas follows:

1. The County has caused to be deposited with the Depository Trustee
$26,688,100.10of the Bond Proceeds, in a special trust fund which is hereby created and
designated as the “Pima County, Arizona RevenueRefunding Bonds, Series2004 Depository
Trust” (the “Depository Trust”).
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2. The funds in the DepositoryTrust shall be allocatedand applied as follows:

(a) $84,775.32ofthe Bond Proceedsshall notbe invested and shall be held as
cashin a separateaccountwithin the Depository Trust and usedto pay issuancecostsof
the Bonds. Payment for suchissuancecostsshall be madeupon receipt of a statementor
invoice therefor and shall not in the aggregateexceedthe aggregateofthe amounts listed
in Exhibit 2. Any moneysremaining in said accounton July 1 , 2004, or when the County
advisesthat all issuancecostshavebeenpaid, shall be remitted to the County.

(b) $26,603,324.78ofthe Bond Proceedsshall be immediately invested in the
Government Obligations described in Exhibit 3 attached hereto (the “Acquired
Obligations”), except for an amount of $0.78 set aside to establish a beginning cash
balance. All amounts receivedupon maturity of the Acquired Obligations shall be used
for the purpose ofpaying interest and the redemption prices on the Bonds to be Refunded
onJuly 1, 2004.

(c) If on the date of delivery ofthe Bonds and the depositsto the Depository
Trust (the “Closing Date”), the Depository Trustee shall not receive from the seller
thereof any of the Acquired Obligations (“Failed Escrow Securities”), the Depository
Trustee shall accept, as temporary substitutes, at the same purchase price, other
Government Obligations andlor cash (collectively, “Substitute Escrow Securities”) the
payments on which are scheduledto provide, as determined by an independentcertified
public accountant, at leastthe sameamounts ofmoneys on or before the samedates as
the Failed Escrow Securities for which they are substituted. The DepositoryTrustee may
rely upon the opinion of independentcertified public accountantsthat the condition in the
precedingsentenceis satisfied. If Substitute Escrow Securities are delivered, thereafter,
upon delivery by the seller to the DepositoryTrustee of Failed Escrow Securitiestogether
with any amounts paid thereon subsequentto the Closing Date, the Depository Trustee
shall return to the seller an amount of Substitute Escrow Securities,and any amounts paid
thereon subsequent to the Closing Date, corresponding to the Failed Escrow Securities
which the Substitute Escrow Securitiesreplaced.

3. The Depository Trustee shall remit to the paying agent for the Bonds to be
Refunded, in sufficient time to make paymentsof principal, premium and interest on the Bonds
to be Refunded when due or upon redemption on July 1, 2004, the respectiveamounts due on
such payment date for the Bonds to be Refunded in accordancewith Exhibit 4 attached hereto.
The Depository Trustee is the paying agent for the Bonds to be Refunded as ofthe date of this
Agreement.

4. The Depository Trustee shall maintain the Depository Trust until all amounts
payable on the Bonds to be Refunded have become due and the Depository Trustee has on
deposit all moneysnecessaryto pay such amounts. In any event, this trust shall terminate on the
businessday following the date on which the Bonds to be Refunded are to be redeemed. On
such date, the Depository Trustee shall remit any amount remaining in the Depository Trust to
the County.
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5, The Depository Trustee acknowledgesthe following:

(a) The provisions hereofare designedto insure that amounts credited to and
invested in the Depository Trust comply with any applicable restrictions as of the date
hereofunder Section148 ofthe Internal RevenueCodeof 1986,as amended(the “Code”)
for purposes of exempting the interest on the Bonds and the Bonds to be Refunded from
Federal incometaxes.

(b) Receiptofthat certain SpecialReport ofThe Arbitrage Group, Inc. , dated
May 1 1 , 2004, which demonstratesthat the amounts on deposit in the Depository Trust
together with investment income therefrom will be sufficient to pay the principal of
premium, if any, and interest on the Bonds to be Refunded as the samebecomedue, at
maturity or on prior redemption, as herein provided.

6. The Depository Trustee shall, at all times, hold the Acquired Obligations (or
Substitute Obligations, as hereinafter provided) and all moneys in the Depository Trust for the
account of the County and for the benefit of the holders of the Bonds to be Refunded, shall
maintain the Depository Trust and the separateaccounts therein wholly segregatedfrom other
funds and securities on deposit with the Depository Trustee, shall never commingle such
obligations and other moneyswith other funds or obligations ofthe DepositoryTrustee, and shall
never at any time use,loan or borrow the samein any way.

7. The Depository Trustee may sell or redeemthe Acquired Obligations held in the
Depository Trust in advance of their maturity dates and invest the proceedsof such sale or
redemption or other moneys credited to the Depository Trust in other Government Obligations
(the “Substitute Obligations”) only upon receipt of written instructions to do so from the County
andreceipt by theparties heretoof:

(a) An opinion in form and substance satisfactory to them of nationally-
recognized bond counselto the effect that such action will not causethe Bonds to be
Refunded or the Bonds to become“arbitrage bonds” within the meaning of Section 148
ofthe Code, and will not adverselyaffect the right ofthe County to issueobligations, the
interest onwhich is excludedfrom grossincome for Federal incometax purposes; and

(b) A report from a nationally-recognizedfirm ofindependentcertified public
accountantsverifying the accuracyofthe arithmetic computations ofthe adequacyofthe
proceeds from the liquidation of the Acquired Obligations, together with any other
moneys and the interest on and maturing principal of any Substitute Obligations to be
credited to the Depository Trust in accordancewith the instructions without any further
investment, to pay, when due, the principal of premium, and interest on the Bonds to be
Refunded as the samebecomesdue at maturity or upon prior redemption.

Upon any such sale or redemption, any amounts not neededin the Depository Trust to provide
for payment ofthe Bonds to be Refunded, as shownby the accountant’s report discussedabove,
shall be withdrawn from the DepositoryTrust and disbursedto, and applied by, theCounty to the
payment of debt serviceon the Bonds or other bonds ofthe County or, if no suchbonds are then
outstanding, in accordancewith applicable law.
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8. The Depository Trust shall be irrevocable and the holders of the Bonds to be
Refunded shall have an expresslien on, and are hereby granted a security interest in, all moneys
and obligations, including the interest earned thereon, in the Depository Trust until paid, used
and applied in accordancewith this Agreement.

9. Except as otherwise expresslyprovided herein, any moneys in the Depository
Trust, including any moneysrealizedupon the maturity oftheAcquired Obligations or Substitute
Obligations deposited therein, shall be held as cash and shall at all times be insured by the
Federal Deposit Insurance Corporation or be securedby Government Obligations in an amount
at all times at leastequal to the total amount of said moneyson deposit.

10. The Depository Trustee shall not be liable or responsible for any loss resulting
from any investmentmadepursuant to this Agreement in compliancewith the provisionshereof

1 1 . The County and the Auditor General of the State of Arizona, or their
representatives,shall have the right to audit the books, records and accountsof the Depository
Trustee insofar as they pertain to theDepositoryTrust.

12. The Depository Trustee shall be entitled to a fee of $500.00 for its services
hereunder due and payable upon the date of the initial deposit of moneys into the Depository
Trust. Except for the amounts describedin this section,the DepositoryTrusteeshall have no lien
or right of setoffon moneysor investmentson deposit in the DepositoryTrust for payment of its
feesand expenses.

13. The Depository Trustee hereby acknowledgesreceipt of notice of the County’s
irrevocable election to call for redemption, and to redeemon July 1, 2004 the Bonds to be
Refunded maturing after July 1, 2004 set forth in Exhibit 1, and agrees to send notice of
redemption to the owners of the Bonds to be Refunded at least 30 but not more than 60 days
prior to suchredemption date, in theform prescribed bythe resolution authorizing suchBonds to
be Refunded.

14. On or before July 15, 2004, the Depository Trustee shall forward by first class
mail to the County a statementwith respect to each accountwithin the Depository Trust stating
in detail the income, obligations, sales, redemptions and withdrawals of moneystherefrom for
the period betweenthe date of issuanceof the Bonds through July 15, 2004, and the details
regarding any investmentsmade in accordancewith the requirements ofthis Agreement.

15. The parties hereto recognizethat the holders ofthe Bonds to be Refunded have a
beneficial interest in the moneysand the Acquired Obligations or Substitute Obligations held in
trust hereunderand that the Bonds will be delivered to and acceptedby the purchasersthereofin
reliance upon the irrevocable character ofthe DepositoryTrust. It is therefore expresslyrecited,
understood and agreedby the parties hereto that this Agreement shall not be revoked and shall
not be amended in any manner which may adversely affect the rights herein sought to be
protecteduntil the provisionsof this Agreementhave been fully carried out.

16. The Depository Trustee shall be under no obligation to inquire into or otherwise
be responsiblefor the performance or nonperformance by the County of any of its obligations or
to protect any ofthe rights ofthe County in connectionwith any ofthe proceedingswith respect
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to the Bonds to be Refunded or the Bonds. The Depository Trustee shall not be liable for any
action taken or omitted by it in accordancewith the terms of this Agreement except for its
negligenceor misconduct or its default in the performance of any obligation imposedupon it
hereunder. In the eventthe Depository Trustee is required or permitted hereby, or is requested
hereunder, to take any action (or refrain from taking any action) as the Depository Trustee, the
performance (or nonperformance) or which would, in the Depository Trustee’s sole judgment,
subject the Depository Trustee to unreasonable risk of liability or expense,the Depository
Trustee shall have no duty to take (or refrain from taking) any such action until the Depository
Trustee has been furnished with indemnity adequate, in its sole judgment, to protect the
DepositoryTrustee, its directors, officers, employees,agentsand attorneys from and againstsuch
liability or expense,and all reasonablecostsand expenses(including reasonableattorneys’ fees)
in connection therewith, or until its duty as to any such action (or inaction) shall have been
finally adjudicated by a court of competent jurisdiction and all applicable periods in which to
appealor seekappellate reviewhave expired.

17. To the extent permitted by law, the County will indemnify and hold the
Depository Trustee, its directors, officers, employees,agents and attorneys harmless for, from
and against any loss, liability, judgment or expense(including reasonableattorneys’ fees)arising
from the Depository Trustee’s performance of its obligations hereunder except any such loss,
liability, judgment or expenseresulting from the successfulallegation ofthe Depository Trustee’s
negligenceor willful misconductor breach oftrust. The rights of the Depository Trustee to such
indemnification shall survive the termination ofthis Agreement.

18. The Depository Trustee may consult with independentcounsel, chosenby it with
reasonable care, and shall not be liable for action taken or not taken in goodfaith in reliance
upon the written advice or opinion of such counsel. The Depository Trustee shall not be liable
for the accuracy of any calculations provided by others to it under this Agreement as to the
sufficiency of the monies or Government Obligations depositedwith it to pay the principal of
and interest and redemption premiums, if any, on the Bonds to be Refunded at the respective
maturities or earlier redemption of the Bonds to be Refunded. Furthermore, the Depository
Trustee may conclusivelyrely in goodfaith as to the truth, accuracyand correctnessof~,and shall
be protected and indemnified in acting or refraining from acting upon, any written opinion,
calculation, notice, instruction, request, certificate, docuthent or opinion furnished to the
Depository Trustee in accordancewith this Agreement and signed or presentedby the proper
party pursuant to this Agreement, and it neednot investigatethe truth or accuracy of any fact or
matter statedin suchopinion, calculation, notice, instruction, request, certificate or opinion.

19. Except as otherwise provided in Section20 hereof neither this Agreementnor the
Depository Trust createdhereundermay be assignedby the DepositoryTrustee without the prior
written consentofthe County unlessthe Depository Trustee is required by law to divest itself of
its interest in its trust department or unlessthe Depository Trustee sells or otherwise assignsall
or substantially all of its trust business,in which event the Depository Trust shall be continued
by the Depository Trustee’s successorin interest. Any bank or trust company into which the
Depository Trustee or its successormay be converted, merged or with which it may be
consolidated, or to which it may sell or transfer its trust business as a whole shall be the
successorof the Depository Trustee under this Agreementwith the samerights, powers, duties
and obligations and subject to the samerestrictions, limitations and liabilities as its predecessor,
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all withoutthe executionorfiling ofanypapersorany furtheractonthe partofanyoftheparties
hereto,anythinghereinto thecontrarynotwithstanding.

20. The DepositoryTrusteemay at any time resignand be dischargedof the duties
and obligationscreatedby this Agreement. If theDepositoryTrusteeresigns,or is dissolved,
liquidatedor in the processof beingdissolvedor liquidatedor otherwisebecomesincapableof
acting hereunder,or is takenunder the control of any public officer or officers or of a receiver
appointedby a court, a successorDepositoryTrusteemay be appointed. No resignationor
removalmay becomeeffectiveuntil a successorDepositoryTrusteeshall havebeenappointed.
In the event that no appointment of a successorDepository Trustee occurs within sixty days, the
holderof anyof the Bondsto be Refundedorthe retiring DepositoryTrusteemay apply to any
courtof competentjurisdiction for theappointmentof a successorDepositoryTrusteeacceptable
to theCounty, andsuchcourtmaythereupon,aftersuchnoticeasft shalldeemproper,appointa
successorDepository Trusteeacceptableto the County. Any successorDepository Trustee
appointedunderthis Agreementshall execute,acknowledgeand deliver to its predecessorand
theCounty an instrumentin wrfting acceptingsuchappointmentand,thereupon,suchsuccessor
DeposftotyTrustee,wfthout any furtheract, deedor conveyance,shallbecomefully vestedwfth
all rights, estates,powers,trusts,dutiesandobligationsof its predecessor;but suchpredecessor
shall, nevertheless,on the written requestof such successorDeposftory Trustee,execute,
acknowledgeanddeliver an instrumenttransferringto suchsuccessorDeposftoryTrusteeall of
the estates,properties,rights, powers and trusts of suchpredecessorhereunder;and every
predecessorDepositoryTrusteeshalldeliver all securftiesandmoniesheldby ft to thesuccessor
DeposftoryTrustee.

21. If anysection,paragraph,subdivision,sentence,clauseor phrasehereofshall for
any reasonbe held illegal or unenforceable,suchdecisionshall not affect the validfty of the
remaining portions hereof The partieshereto declare that they would have executedthis
agreementandeachandeveryothersection,paragraph,subdivision,sentence,clauseandphrase
hereot7,irrespectiveofthe factthat any one ormoresections,paragraphs,subdivisions,sentences,
clausesor phraseshereofmay be heldto be illegal, invalid or unenforceable.If any provision
hereofcontainsany ambigufty which may be construedas either valid or invalid, the valid
constructionshallbeadopted.

22. This Agreementshallbegovernedby andinterpretedin accordancewfth the laws
of the Stateof Arizona. The partiesherebyacknowledgereceipt of notice regardingSection
38-511of theArizonaRevisedStatutesproviding for the County’s right to void this Agreement
undercertaincircumstances.

23. Any noticesrequiredto besenthereundershallbesentto the following:

If to the County: PimaCounty
130 WestCongressStreet
Tucson,Arizona 85701
Attention: CountyAdministrator
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If to theDeposftoryTrustee: IF MorganTrustCompany,NationalAssociation
660 SouthMill Avenue,4th Floor
Tempe,Arizona 85281
Attention: InstftutionalTrustServices

24. This Agreementexpressesthe entire understandingand all agreementsof the
partiesheretowith eachotherwith respectto the subjectmatterhereofand no partyheretohas
madeorshall beboundby anyAgreementor any representationto any otherpartywhich is not
expresslyset forth herein. No amendmentshallbemadeto this Agreementwfthout the consent
of ownersoftheBondsto be Refunded.

25. This Agreementmay beexecutedin severalcounterparts,eachofwhich shallbe
anoriginal, all ofwhichtogethershallconstftutebutone instrument.

[Remainderofpageleft blankintentionally]
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IN WITNESS WHEREOF,thepartiesheretohavecausedthis agreement to be executed

By:__ ___ _____
Clerk,BoardofSupervisors

APPROVEDAS TO FORM:

SNELL & WILMER L.L.P.,
Bond Counsel

TimothyE. P~krelI

JPMORGAN TRUSTCOMPANY,
NATIONAL ASSOCIATION,
asDepositoryTrustee

By: ~L
Its: Vice Presiden ()
PIMA COUNTY, ARIZONA

asof theday andyearfirst abovewritten.

ATTEST:

By:
Chair,Boardof Supervisors
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EXHIBIT 1

BONDS TO BE REFUNDED

Sewer
Revenue

Bond
Series

Principal
Amount

to beRefunded
Redemption Redemption

Date Price

Issue
Dated

Maturfties
to be Refunded

1-1-1994 l994A 7-1-2004 $1,255,000.00 N.A. N.A.
1-1-1994 l994A 7-1-2005 1,315,000.00 7-1-2004 102%
1-1-1994 l994A 7-1-2006 1,375,000.00 7-1-2004 102%
1-1-1994 I994A 7-1-2007 2,290,000.00 7-1-2004 102%
1-1-1994 l994A 7-1-2008 2,410,000.00 7-1-2004 102%
1-1-1994 1994A 7-1-2009 2,525,000.00 7-1-2004 102%
1-1-1994 1994A 7-1-2010 1,620,000.00 7-1-2004 102%
1-1-1994 l994A 7-1-2015 12,730,000.00 7-1-2004 102%
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EXHIBIT 2

ESTIMATED COSTSOFISSUANCE

BondCounsel

Official StatementPrinting

RatingAgencyFee

DeposftoiyTrustee

VerificationAgent

PayingAgent/Registrar

Disclosure/Underwriter’sCounsel

DTC

Miscellaneous

TOTAL EXPENSES:

Exhibit 2

$27,500.00

7,500.00

22,250.00

500.00

2,500.00

2,000.00

20,000.00

-0-

~~25.32

$~jjj.32
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EXHIBIT 3

ACQUIRED OBLIGATIONS

U.S. Treasury 7-1-2004 $26,603.324.00 0.78%% 100% $26,603,324.00
Securfties-

StateandLocal
Government
Series- CI

Description Maturfty
Principal
Amount Rate Price GrossCost
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EXHIBIT 4

DEBT SERVICE ON THE BONDS TO BE REFUNDED

Princjp~j

07/01/04 $25,520,000.00 $485,300.00 $627,018.75 $26,632,318.75

Date Call Premium Interest Total
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BOND REGISTRAR, TRANSFER AGENT AND
PAYINGAGENTAGREEMENT

This Bond Registrar, Transfer Agent and Paying Agent Agreement, dated as of
May 1, 2004(the“Agreement”),betweenPimaCounty,Arizona(the “County”), andJ.P. Morgan
Trust Company,National Association,as successorin interestto Bank OneTrust Company,
NA. (the“Registrar”),

WITNESSETH

WHEREAS, the County proposesto issue its SewerRevenueRefundingBonds,Series
2004, in the aggregateprincipalamountof $25,770,000(the“Bonds”); and

WHEREAS,theBondswill be issuedin fully registeredform; and

WHEREAS,the Countydesiresto employa bondregistrar,a transferagentandapaying
agentto administertheregistration,transferandpaymentof theBonds; and

WHEREAS, the Treasurerof the County (the “Treasurer”) is chargedwith the
responsibilityof maintainingtheprincipalandinterestredemptionfunds for the County;and

WHEREAS,theCountydesiresto enterinto an agreementwith the Registrarfor services
asbondregistrar,transferagentandpayingagentwith respectto theBonds; and

WHEREAS,the Registraris willing to act asbond registrar,transferagentandpaying
agentwith respectto theBonds,

NOW, THEREFORE, in considerationof the mutual covenantsand agreements

containedherein,thepartiesheretoagreeas follows:

Section1: TheRegistraris herebyrequestedto providethe following services:

(a) Bond registrarservices,whichshall include,butnotbe limited to:

(1) initial authenticationoftheBonds;

(2) maintenanceof registration books sufficient to comply with

Section149(a)oftheInternalRevenueCodeof 1986, asamended(the “Code”);

(3) prompt recordingof transfersof ownershipand exchangesof the
Bondsassuchtransfersandexchangesoccur;

(4) protectionagainstdoubleor overissuanceoftheBonds;

(5) authenticationof the Bondspreparedfor delivery to transfereesof
original purchasersor subsequentowners,or to ownersof the Bondsupon any
exchange,oftheBonds;
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(6) informing the County of the needfor addftionalprintings of the
Bondsasneeded;and

(7) providingtheTreasurerandthe County accessto specimensof the
signaturesofthepersonsauthorizedfromtimeto time to authenticatetheBonds.

(b) Transferagentservices,which shallinclude, butnot be limfted to:

(1) receipt and verification of all Bonds tendered for transfer or
exchange;

(2) preparationof new Bonds for delivery to transfereesor owners
wishingto exchangeBondsanddelivery ofthesame;

(3) destructionofBondssubmittedfor transferor exchange;and

(4) provision of necessary information for recordation in the

registrationbooksrelatingto theBonds.

(c) Payingagentservices,which shall include, butnot be limfted to:

(I) provisionof abilling to theCounty’s chieffinancialofficer at least
thirty (30) daysprior to eachprincipal and interestpaymentdatewith respectto
the Bondssetting forth the amountof principal andinterest dueon the Bondson
suchpaymentdate;

(2) preparation,executionandmailing, by first class mail, of checks
representing,or, to the extentrequestedin wrfting by anownerof $1,000,000or
morein aggregateprincipal amountoftheBondsnot lessthanten(10) daysprior
to an interest payment date, transmission by wire transfer to a bank or trust
companyin the continentalUnftedStateso1 interest paymentsdue on the Bonds

to eachregisteredowner of the Bonds on or prior to eachscheduledinterest
paymentdate;

(3) verification of all maturedBonds upon their surrenderfor final
payment;

(4) paymentof all principal dueon the Bondsupon propersurrender
thereofto theRegistraror, if sorequestedin wrfting by anyownerof $1,000,000
ormorein aggregateprincipalamountofthe Bonds,andif provisionfor surrender
of the Bonds satisfactoryto the Registrarhasbeenmade,by wire transferto a
bankortrustcompanyin the continentalUnitedStates,in the mannerprovidedfor
therein;

(5) preparationof semiannualreconciliationsfollowing eachinterest
paymentdateshowing all principal and interestpaid with respectto the Bonds
during the preceding six-month period andproviding copies thereof to the
TreasurerandtheArizonaDepartmentofRevenue(the“Department”);and
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(6) taking inventoryof all canceledchecks,or microfilm proofof such
checks,showinginterestpaymentson theBonds.

Section2. Uponwritten requestof the County, theRegistrarwill causeits authorized
officer(s) to authenticatethe Bonds in an aggregateoriginal principal amount not to exceed
$25,770,000atanytime exceptfor replacementBonds.

Section3. The Registrarshall exchange Bonds of the same aggregateoriginal
principal amount, maturity date and interestrate,if any, and of any authorizeddenomination
upon presentationand surrenderof suchBonds at the principal corporatetrust office of the
Registrartogetherwfth a requestfor exchangesignedby the registeredownerthereofor by a
personlegally empoweredto do soin aform satisfactoryto theRegistrar.

Section4. The Registrarshall chargethe registeredowners of the Bonds that are
transferredorexchangedfor all ofthefees,taxesandcostsofsuchtransferorexchange.

Section5. With respectto Bondswhicharemutilated,lost ordestroyed,theRegistrar
shall causeto be executedand delivereda new Bond of like dateand tenor in exchangeand
substftutionfor anduponthecancellationof suchmutilatedBondor in lieu of andin substitution
for suchBond lost or destroyed,upontheregisteredholder’spayingthereasonableexpensesand
chargesin connectiontherewfthand, in the caseof any Bond destroyedor lost, filing by the
registeredownerwfth the Registrarand the Treasurerof evidencesatisfactoryto the Registrar
and the Treasurerthat suchBond was lost or destroyed,and furnishing the Registrarandthe
Countywfth a sufficient indemnfty bond asprovided in Arizona RevisedStatutes,Section47-
8405.

Section6. The recorddate(the “RecordDate”) for the Bonds shallbe the close of
businessoftheRegistraron the 15th day, or if suchday is a Saturday,Sundayor holiday, on the
next precedingbusinessday, of the month preceding eachinterest payment date. Bonds
presentedto the Registrarfor transferafterthe closeof businesson the RecordDateandbefore
the closeofbusinesson thenextsubsequentinterestpaymentdatewill be registeredin thename
ofthetransfereebut the interestpaymentwill be payableto andmailedto the registeredowner
shownon the registrationbooks for the Bondsmaintainedby the Registraras of the close of
businesson theRecordDate.

Section7. The Treasurerwill transfer, or causeto be transferred,immediately
availablefunds to the Registrarno laterthanone (1) businessdayprior to the dateon whichthe
principal, interest,andpremiumpayments,if any, aredueon theBonds. All moneysheldby the
Registraraspayingagentshall beheldin trustfor thebenefitoftheholdersoftheBonds.

Section8. TheBondsshallbearinterestat the ratesdescribedin Exhibit A attached
heretopayableon July 1, 2004, andsemiannuallythereafteronJanuary1 andJuly 1 eachyear
during thetermof theBondsby checkdrawnon theRegistrarandmailed,by first classmail, on
or prior to eachinterestpaymentdate,to theregisteredownerofthe Bondsat the addressshown
on theregistrationbooksofthe Registraron theRecordDate,or, asandsubjectto thecondftions
providedin Section1(c) hereof~,bywire transfer.
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Section9. TheBondsmatureonJuly 1 in the years andin the amountsasdescribed
in Exhibit A attachedhereto. Principalof the Bonds,at maturftyor on any redemptionprior to
maturfty,will bepayableuponpresentationandsurrenderoftheBonds attheprincipal corporate
trustoffice of the Registraror, asand subjectto the conditionsprovidedin Section1(c) hereof
bywire transfer.

Section1 0. In theeventany checkfor paymentof intereston aBond is returnedto the
Registrarunendorsedor is not presentedfor paymentwfthin two (2) yearsfrom its paymentdate
oranyBond is notpresentedfor paymentofprincipalatthematurityorredemptiondate,if funds
sufficientto paysuchinterestorprincipaldueuponsuchBond shallhavebeenmadeavailableto
theRegistrarfor thebenefitoftheownerthereof ft shallbe the duty oftheRegistrarto holdsuch
fundswfthout liabilfty for interestthereon,for thebenefit of the owner of suchBondwho shall
thereafterbe restrictedexclusively to such funds for any claim of whatevernaturerelating to
suchBond or amountsdue thereunder. The Registrar’s obligation to hold suchfunds shall
continue for two (2) years and six (6) months following the dateon which suchinterestor
principal paymentbecamedue, whether at maturity, or at the date fixed for redemption,or
otherwise,at which time the Registrarshall surrendersuchunclaimedfunds so held to the
Treasurer,whereuponany claim of whatevernatureby the ownerof suchBond arisingunder
suchBond shallbemadeupontheTreasurer.

Section11. The Registrarshall secureor collateralizethe funds on deposft at the
Registrarpursuantto this Agreement in the mannerprovided in Arizona RevisedStatutes,
Sections35-323and35-491.

Section12. TheRegistrarwill complywfth the seventy-two(72) hourturnaroundtime
requiredby SecurftiesandExchangeCommissionRule 17(A) (d) - (2) underthe Securftiesand
ExchangeAct of 1934,asamended,with respectto routinetransferftems.

Section. Fees for the Registrar’s services wfth respect to the registration,
authentication,delivery and payment of the Bonds, shall be paid as set forth on Exhibft B
attachedhereto. Extraordinaryout-of-pocketexpensesshall be paid by the County as incurred
bytheRegistrar.

Section14. TheRegistrarshallmakesuchreportsrelatingto theissuanceoftheBonds
as the Departmentrequirespursuant to Sections35-501 and 35-502 of the Arizona Revised
Statutes,or any successorstatutesthereto, and shall notify the Departmentin the manner
providedin Section1(c)(5) hereofof theretirementof any Bondsandof all paymentsof interest
thereon.

Section~5. TheRegistrar’srecordsrelating to the Bonds shallbe kept in compliance
with the requirementsof Section103 ofthe Code, andany regulationspromulgatedthereunder,
suchstandardsas havebeenormay be issuedfrom timeto time by the SecurftiesandExchange
Commissionorthe Municipal SecurftiesRulemakingBoard of theUnfted States,andanyother
securftiesindustrystandardastheCountymayreasonablydirect from time to time.

Section16. TheCountyor fts duly authorizedagentsmayexaminetherecordsrelating
to the Bonds at the office of the Registrarwheresuchrecordsarekept at reasonabletimes as
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agreeduponwfth theRegistrarandsuchrecordsshallbe subjectto auditfrom time to time at the
requestof the County and or the Treasurer. On request,the Registrarwill furnishthe County
with a list of thenames,addressesandotherinformationconcerningthe registeredownersof the
Bonds.

Sectionl7. The Registrar shall indemnify and hold harmless the County, the
Treasurer,and all boards, commissions,officials, officers and employees of the County,
individually and collectively, from the Registrar’snegligenceor misconductin the performance
of any of fts duties hereunder. Similarly, the County shall, to the extent permfttedby law,
indemnify and hold harmless the Registrar, fts officers, directors, employees,and agents,
individually andcollectively, from the County’s negligenceormisconductin the performanceof
anyof fts dutieshereunder.

Section1 8 . When the Registrardeems ft necessaryor reasonable,ft may apply to a
law firm orattorneyapprovedby theCountyfor instructionsoradvicewfth respectto theBonds.
All fees incurredin obtainingsuchcounselshallbe addedto the fees,costsandexpensesto be
paidto theRegistrarpursuanthereto.

Section 19. By signature of fts authorized officer below, the Registrar hereby
acknowledges receipt of copies of (a) the resolutions of the County authorizingthe issuance of
theBonds,(b) thereceiptoftheTreasureracknowledgingpaymentofthe entireprincipal amount
of the Bonds and any interestdue thereon,(c) the opinion of Snell & Wilmer LUP. as Bond
Counselto the County, and(d) thedebtservicepaymentschedulerelatingto theBonds.

Section20. The County or the Registrarreservethe right to terminateany individual
serviceset forth in this Agreement,or all of the servicesset forth in this Agreement,uponsixty
(60) daysprior wrftten noticeto theRegistrar.

Section21. In the eventthe Registrarresignsor is replaced,the Countyreservesthe
right to appointasuccessorbondregistrar,transferagentand/orpayingagenthereunder.In such
event, theprovisionsof this Agreementwith respectto paymentfor expenseshereunderby the
Countyshall remainin full forceandeffect,but theTreasurershall thenbe authorizedto usethe
funds designatedfor suchpaymentto pay any feesand expensesof any bondregistrar,transfer
agent and/or paying agent chosento replacethe Registraror to reimbursethe County if the
Treasureracts as bond registrar, transferagent and/or paying agent. In the event that any
corporationor association(i) into which the Registrarmay be convertedor merged(ii), wfth
which the Registrarmay or any successorto ft may be consolidated,or (iii) to which the
Registrarmay sell or transferall or substantiallyall of fts corporatetrust business,or any
corporation or associationresulting from such conversion, merger, consolidations,sale or
transfer,ipso facto, shallbe and becomesuccessorRegistrarwithout the executionor filing of
any paperor any further act on the part of any of the partieshereto,and that corporationor
associationshallbevestedfurtheraswasfts predecessor.

Sectioni2. This Agreementshallcommenceon the datefirst wrftten aboveandshall
continueuntil the datethat the lastpaymentdueundertheBondshasbeenmade.
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Section23. This Agreementcontainsthe entire understandingof the parties wfth
respectto the subject matterhereof and no waiver, alterationor modification of any of the
provisionshereof,or assignmentof any rights hereunder,shallbebindingunlessin wrfting and
signedby a duly authorizedrepresentativeofall partieshereto.

Section24. If any provision of this Agreementis held to be illegal, invalid or
unenforceableunderpresentor future laws,this Agreementshallbeconstruedandenforcedasif
suchillegal, invalid or unenforceableprovision had nevercompriseda part of this Agreement;
andtheremainingprovisionsofthis Agreementshallremainin full forceandeffectandshallnot
be affectedby theillegal, invalid orunenforceableprovision.

Section25. Any request,demand,authorization, direction, notice, consent,waiver,
statementor otherdocumentprovidedorpermfttedto begivenor furnishedto theCountyor the
Registrarshall be mailed or delivered to the County or the Registrar,respectively,at the
addressesshownherein,or suchotheraddressasmayhavebeengivenby one partyto theother
by fifteen (15) dayswrittennotice.

If to theCounty: PimaCounty,Arizona
130 WestCongressStreet
Tucson,Arizona 85701
Attention:CountyAdministrator

If to theRegistrar: J.P.MorganTrust Company,NationalAssociation
660 SouthMill Avenue,4th Floor
Tempe,Arizona 85281
Attention: InstftutionalTrustServices

Section26. Arizonalaw requiresthat everycontractto which the StateofArizona, fts
polftical subdivisions or any of the departmentsor agenciesof the State or fts polftical
subdivisionsis apartyincludenoticethat suchcontractis subjectto cancellation,within three(3)
yearsafter fts execution,by the State, poiftical subdivision,departmentor agencywhich is a
partyto suchcontractif any personsignificantly involved in inftiating, negotiating,securing,
drafting or creatingthe contract on behalfof the State, polftical subdivision, departmentor
agencyis, at any time while the contractis in effect, an employeeof any otherpartyto the
contractor an agentor consultantof anyotherparty to the contractwfth respectto the subject
matterofthecontract.

Section27. This Agreementmay be executedin multiple counterparts,all of which
shallconstftuteoneandthe sameAgreementandeachofwhich shallbedeemedanoriginal.

Section28. This Agreementshallbegovernedby thelawsofthe StateofArizona.

[Remainderofpage left blank intentionally]
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IN WITNESSWHEREOF,the parties hereto have caused this agreement to be executed

as of theday and year first above written.

ATTEST:

JPMORGAN TRUSTCOMPANY,
NATIONAL ASSOCIATION,
asRegistrar

By:
Its: Vice Presi

PIMA COUNTY,ARIZONA

Chair, Boardof Supervisors

By:~
Clerk,Boardof Supervisors

APPROVEDAS TO FORM:

SNELL & WILMER L.L.P.
Bond Counsel

By: T&~.Pi~41

By:.
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EXHIBIT A

$25,770,000
PIMA COUNTY, ARIZONA

SEWERREVENUEREFUND1NGBONDS
SERIES 2004

MaturftyDate
Principal Amount Interest Rate

2005 $1,425,000 2.000%
2006 1,455,000 2.250%
2007 2,335,000 2.625%
2008 2,410,000 3.250%
2009 2,485,000 5.000%
2010 1,575,000 3.500%
2011 1,630,000 5.375%
2012 2,050,000 5.500%
2013 2,975,000 5.000%
2014 3,430,000 5.000%
2015 2,000,000 4.125%
2015 2,000,000 5.000%

Exhibft A
297938



EXHIBIT B

FEE SCHEDULE

Exhibft B
297938



$25,770,000

PIMA COUNTY, ARIZONA
SEWER REVENUE REFUNDING BONDS

Series2004

CONTINUING DISCLOSURE UNDERTAKING

This ContinuingDisclosureUndertaking(this “DisclosureUndertaking”) is executedand
deliveredby Pima County, Arizona (the “Obligor”), in connectionwith the issuanceby the
Obligor of its $25,770,000principal amountPimaCounty, Arizona, SewerRevenueRefunding
Bonds,Series2004 (the“Series2004 Bonds”).The Series2004Bondsarebeing issuedpursuant
to ResolutionNo.1991-138,as amendedby ResolutionNo. 1991-183and supplementedby
Resolution2004-58 (the “Resolution”). Certain terms usedhereinare defined in Section 10
below.

TheObligor undertakesandagreesasfollows:

Section1 Purposeof the DisclosureUndertaking. This DisclosureUndertakingis
beingexecutedanddeliveredby the Obligor for the benefit of the Bondholdersandin order to
assisteachParticipatingUnderwriterin complyingwith theRule.

Section2 Annual Information and Audited Financial Statements. The Obligor
agreesto provideor causeto beprovidedto eachRepository:

(a) Annual Informationfor theprecedingFiscalYearnot later thanthe Filing
Datefor eachFiscalYear;and

(b) Audited FinancialStatementsfor the precedingFiscalYearnot later than
the later of the Filing Date for eachFiscal Year or promptly after becomingavailableto the
Obligor.

Any or all of the items listed abovemay be includedby specificreferenceto otherdocuments;
providedthat if thedocumentincludedby referenceis not a final official statement,it musthave
been provided previously to each of the Repositories or the Securities and Exchange
Commission,and if the documentincludedby referenceis a final official statement,it must be
availablefrom theMSRB.

Section3 Noticeof Listed Eventsand Failureto ProvideAnnual Information, The
Obligor agreesto provideor causeto beprovidedto eachNational Repositoryor to the MSRB,
andto any StateRepository,in atimely manner:

(a) notice of the occurrenceof any Listed Eventswith respectto the Series
2004Bonds,if material(within themeaningoftheRule); and
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(b) notice of its failure to provide or cause to be provided the Annual
Informationon orbeforethe applicableFiling Date.

Notwithstandingthe foregoing,notice of Listed Eventsconsistingof bond calls or defeasances
neednot be given under this subsectionany earlier thanthe notice of the underlyingeventis
given to the registeredownersof affectedSeries2004 Bondspursuantto the Resolution,and
notice of the occurrenceof a mandatory,scheduledredemption,not otherwisecontingentupon
the occurrenceof an event, is not required if the terms of the redemptionunder which the
redemptionis to occurare set forth in detail in theOfficial Statementandthe only openissueis
which Series2004Bondswill be redeemedin the caseofapartial redemption.

Section4 Terminationof Reporting Obligation. The obligationsof the Obligor
underthis DisclosureUndertakingshall terminateat suchtime asno Series2004 Bondsremain
Outstanding(within the meaningofthe Resolution)or all of the Series2004 Bondshavebeen
legally defeased,redeemedorpaidin full.

Section5 DisseminationAgent. The Obligor may, from time to time, appoint or
engagea disseminationagent to assistit in carrying out its obligations under this Disclosure
Undertaking,andmay dischargeanydisseminationagent,with orwithout appointingasuccessor
disseminationagent.

Section6 Amendment; Waiver. Notwithstanding any other provision of this
DisclosureUndertaking,theObligor may amendthis DisclosureUndertaking,and anyprovision
of this DisclosureUndertakingmaybe waived;provided,however,that no amendmentorwaiver
maytakeeffectunlessthefollowing conditionsaresatisfied:

(a) the amendmentor waivermayonly bemadein connectionwith a change
in circumstancesthat arisesfrom a changein legal requirements,changein law, or changein the
identity, natureor statusofan “obligatedperson” (within the meaningof the Rule)with respect
to the Series2004Bonds,or thetypeofbusinessconducted;

(b) this Disclosure Undertaking,as amendedor taking into account such
waiver, in the opinionof counselofnationalreputationexperiencedin bondor federalsecurities
law selectedby the Obligor, would havecompliedwith the requirementsof the Ruleat the time
of the original issuanceof the Series 2004 Bonds, taking into accountany amendmentsor
interpretationsof theRule, aswell asanychangein circumstances;and

(c) the amendmentorwaivereither(i) is approvedby theregisteredownersof
the Series2004 Bondsin thesamemannerasprovidedin the Resolutionfor amendmentsto the
Resolutionwith the consentof registeredownersof the Series2004 Bonds, or (ii) doesnot
materially impair the interestsof the Bondholdersasdeterminedby the opinion of counselof
nationalreputationexperiencedin bondorfederalsecuritieslaw unaffiliatedwith theObligor but
which may be selectedby the Obligor, or asdeterminedby anotherpartyunaffiliated with the
Obligorbutwhich maybeselectedby theObligor.

Section7 Additional Information. Nothing in this DisclosureUndertakingshall be
deemedto preventthe Obligor from disseminatingany other information, using the meansof
disseminationset forth in this DisclosureUndertakingor anyothermeansofcommunication,or
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including any other information in any Annual Informationor notice of occurrenceof a Listed
Event, in addition to that which is requiredby this DisclosureUndertaking. If the Obligor
choosesto include any information in any Annual Information or notice of occurrenceof any
Listed Event or any other event, in addition to that which is specifically requiredby this
DisclosureUndertaking,the Obligor shallhaveno obligationunderthis DisclosureUndertaking
to updatethe informationor includeft in any futureAnnual Information ornotice of occurrence
ofListedEvent.

Section8 Failure to Perform. Any BondholdermayenforcetheObligor’s obligation
to provideor causeto be providedinformationor notice underthis DisclosureUndertakingby
commencingan actionin acourtof competentjurisdictionto seekspecificperformanceby court
order to compel the Obligor to provide or causeto be provided suchinformation or notice;
provided that any Bondholdermust first as a condition precedentto commencingthe action
provide at least30 day’s prior written notice to the Obligor of its failure to perform, giving
reasonable detail of such failure, following which notice the Obligor shall have 30 days to
perform. Failure by the Obligor to perform under this DisclosureUndertakingshall not be
deemed an event of default with respect to the Series2004Bondsor underthe Resolutionorany
other documentand the sole remedyunder this DisclosureUndertakingin the eventof any
failure of the Obligor to comply with this DisclosureUndertakingshallbe an actionto compel
performance.

Section9 Beneficiaries. This Disclosure Undertaking shall inure solely to the
benefitof the Obligor and the Bondholdersfrom time to time, and shall createno rights in any
otherpersonor entity.

Section 10 Definitions. In additionto thedefinitions setforth in theResolutionwhich
apply to any capitalized term used in this Disclosure Undertaking unless otherwise defined in
this DisclosureUndertaking,thefollowing capitalizedtermsshallhavethefollowing meanings:

“Annual Information” means:

(a) quantitative financial information and operating data concerning the
operationsof the Obligor of the type set forth in the Official Statementin Appendix A in the
tablesentitled “PIMA COUNTY, ARIZONA, SUMMARY OF WASTEWATERUSERFEES,”
“PIMA COUNTY, ARIZONA, SUMMARY OF USERFEEREVENUES,” “PIMA COUNTY,
ARIZONA, CONNECTIONFEE REVENUES,” “PIMA COUNTY, ARIZONA, REVENUES
FROM OTHER FEES AND CHARGES” and “PIMA COUNTY WASTEWATER
MANAGEMENT DEPARTMENT ComparativeStatementsof SystemRevenues,Expenditures
and Net Revenues Available for Debt Service;” and

(b) unauditedannual Financial Statementsof the Obligor unless Audited
FinancialStatementsareprovidedat thesametime.

In additionto the informationdescribedin (a) and(b), (i) if any partof the Annual Information
describedin (a) can no longerbe generatedbecausethe operationsto which it is relatedhave
beenmaterially changedor discontinued,the Obligor will include a statementto that effect as
part of the Annual Information for the year in which the changeor discontinuationoccurs,and
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(ii) the Annual Information for the year in which any amendmentor waiver of a provision ofthis
DisclosureUndertakingoccursshall describeand explainthe amendmentor waiver, the reason
for it and its impact on the type of information being provided, and if the amendmentrelatesto
the accounting principles to be followed in preparing financial statements,the Annual
Information for the year in which the changeis madeshall presenta comparison(in narrative
form and also,if feasible,in quantitativeform) betweenthefinancial statementspreparedon the
basisof the newaccountingprinciplesandthosepreparedon the basisofthe formeraccounting
principles.

“Audited Financial Statements”means audited annual Financial Statementsof the
Obligor.

“Bondholder” meansabeneficialownerofa Bond,with beneficialownershipdetermined
on a basisconsistentwith theprovisionsof Rule 13d-3adoptedby the SecuritiesandExchange
Commission under the Securities Exchange Act of 1934, or, if those provisions do not
adequatelyaddressthe situation in question(in the opinion of counselof national reputation
experiencedin bondor federalsecuritieslaw selectedby the Obligor) with beneficialownership
determinedon the basis of ownership for federal income tax purposes. Any assertionof
beneficialownershipmust beestablishedby evidencein writing with full documentarysupport
filed with the Obligor.

“Filing Date”meansthefirst businessday in Februaryof eachFiscal Year, commencing
in February,2005.

“Financial Statements”meansannualfinancial statementsof the Obligor preparedin
conformity with generally acceptedaccountingprinciples as reflected in the governmental
accountingstandardspromulgatedfrom time to time by the GovernmentAccountingStandards
Board.

“Fiscal Year” meanseachfiscal year of the Obligor commencingwith the fiscal year
beginningJuly 1, 2003,andendingJune30, 2004.

“Listed Events”meansany ofthefollowing events:

(I) principalandinterestpaymentdelinquencies;

(2) non-paymentrelateddefaults;

(3) unscheduleddraws on debt service reserves reflecting financial
difficulties;

(4) unscheduled draws on credit enhancements reflecting financial
difficulties;

(5) substitutionofcredit or liquidity providers,ortheirfailure to perform;

(6) adversetax opinions or events affecting the tax-exemptstatus of the
security;
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(7) modificationsto rightsof securityholders;

(8) bondcalls;

(9) defeasances;

(10) release, substitution, or sale of property securing repaymentof the
securities; and

(11) ratingchanges.

“MSRB” means the Municipal Securities Rulemaking Board.

“National Repository” means each Nationally Recognized Municipal Securities
Information Repositorywhich is recognizedas suchfor purposesof the Rule at the time any
informationor noticeis to be providedpursuantto this DisclosureUndertaking. TheNational
Repositories at the time of execution and delivery of this Disclosure Undertaking are listed in
Exhibit A.

“Official Statement”meansthe final Official StatementdatedMay 4, 2004, with respect
to the initial offering oftheSeries2004Bonds.

“Participating Underwriter” meanseach broker, dealer, or municipal securitiesdealer
acting as an underwriterin the primary offering of the Series2004 Bonds, including, without
limitation, RBC Dam RauscherInc..

“Repository”meanseachNationalRepositoryandeachStateRepository.

“Rule” meansRule 1 5c2-12(b)(5) adoptedby the Securitiesand ExchangeCommission
underthe SecuritiesExchangeAct of 1934,asapplicableto theSeries2004 Bonds.

“State” meanstheStateofArizona.

“State Repository”meansany public or private repositoryor entity designatedby the
Stateasa staterepository for the purposeof the Rule and recognizedassuchby the Securities
and Exchange Commission. As of the date of this Disclosure Undertaking,there is no State
Repository.

Section11 GoverningLaw; Forum. This DisclosureUndertakingshallbe governed
by the law of the State. Any actionto enforcethis DisclosureUndertakingagainstthe Obligor
maybe broughtonly in a Statecourt.

Section12 BudgetRequirement.Underthe law of theState,no expendituresmaybe
made by the Obligor in any Fiscal Year for a purposenot included in the budget, and no
expendituremay be made or obligationor liability incurredor createdby the Obligor in any
Fiscal Year in excessof the amountspecified for eachpurposein the budget,for that Fiscal
Year, exceptas otherwiseprovided by law, and the Obligor’s undertakingin this Disclosure
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Undertakingis subjectto this limitation of Statelaw onexpendituresby the Obligor for costsof
performing its obligationsunderthis DisclosureUndertaking.

Dated: May 11,2004

PIMA COUNTY, ARIZONA

B

Director of Finance
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Exhibit A

List of Nationally RecognizedMunicipal SecuritiesInformation Repositories
at thetime of executionand delivery of theDisclosureUndertaking

The list may changefrom time to time. TheDisclosureUndertakingrequiresthat information
andnoticesbe providedto eachRepository. Thelist should be checkedfor changeseachtime
information or notice is to be provided. A current list may be obtainedfrom the Securitiesand
Exchange Commission over theInternetathttp://www.sec.gov/info/municipal/nrmsir.

BloombergMunicipal Repository
100 BusinessParkDrive
Skillman,NewJersey08558
Phone:(609)279-3225
Fax: (609) 279-5962
E-mail: munis~bloomberg.com

DPC Data Inc.
OneExecutiveDrive
Fort Lee,NewJersey07024
Phone:(201)346-0701
Fax: (201) 947-0107
E-mail: nrmsir@dpcdata.eom

FT Interactive Data
Attn: NRMSIR
100 William Street
NewYork, NewYork 10038
Phone: (212) 771-6999
Fax: (212) 771-7390
E-mail: nrmsir@ftid.com

Standard& Poor’sSecuritiesEvaluations,Inc.
55 WaterStreet,

45th Floor
NewYork, NewYork 10041
Phone:(212)438-4595
Fax: (212)438-3975
E-mail: nrmsir_repository~sandp.com
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EXECUTION COPY
PIMA COUNTY, ARIZONA

SEWER REVENUEREFUNDINGBONDS
SERIES 2004

INSURANCE AGREEMENT

This InsuranceAgreement, dated as. of May 1, 2004 (this “Agreement”), is entered into
by and among PIMA COUNTY, ARIZONA (the “Board”), J.P. MORGAN TRUST
COMPANY, NATIONAL ASSOCIATION (the “Paying Agent”), as Paying Agent under the
2004 Supplemental Bond Resolution (as hereinafter defined), and FINANCIAL SECURITY
ASSURANCEINC. (the “Bond Insurer”).

WITNE SSETH

WFIEREAS, pursuant to theBond Resolution,theCounty has from time to time issuedits
sewerrevenuebonds and refunding bonds, including the 2004 Bonds (as hereinafter defined),
andmayin the future issueother obligations on a parity therewith; and

WhEREAS, the Bond Insurer will issuethe Insurance Policy (as hereinafter defined)
guaranteeingpayment to the Paying Agent ofprincipal of and interest on the 2004Bondswhen
due (as hereinafter defined), subjectto theterms andlimitations therein; and

WHEREAS, the Board understands that the Bond Insurer requires the delivery of this
Agreement as part of the consideration for the Bond Insurer’s execution and delivery of the
Insurance Policy in accordancewith theMunicipal Bond Insurance Commitment, datedApril 16,
2004, and Section 16 of the2004SupplementalBondResolution;

NOW, THEREFORE, in consideration of the premises and of the agreementsherein
contained,ofthe executionand delivery by the Bond Insurer of its Insurance Policy andof the
County’s paymentto the Bond Insurerof the insurancepremiumfor the InsurancePolicy, the
County, the PayingAgent andtheBond Insurer agreeas follows:

ARTICLE I
DEFINITIONS

Section 1.01 Definitions. For the purposes of this Agreement, the following words
andphrases shall have the following meanings. All terms that are capitalized herein and not
definedbelow shall havethemeaning specifiedin theBond Resolution.

“Agreement” meansthis Agreement.

“County” meansPimaCounty,Arizona.

“Bond Insurer” meansFinancial Security AssuranceInc., a New York stock insurance
company,orany successortheretoor assigneethereof
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“Bondholder”meansanypersonin whosenamea2004 Bondis thenregistered.

“Bond Resolution” means Resolution No. 199 1-138, adopted by the Board of Supervisors
of theCountyon June18, 1991,as supplementedandamendedby Resolution No. 199 1-182 and
as subsequentlysupplementedand amendedthroughthe 2004 SupplementalBond Resolution,
andas thereafter amendedor supplementedin accordancewith the provisions thereof

“Insurance Policy” meansthe insurance policy issuedby the Bond Insurer guaranteeing
the scheduled payment of principal of andintereston the2004Bondswhendue.

“2004 Bonds” meanstheCounty’s $25,770,000SewerRevenueRefundingBonds,Series
2004.

“Related Documents” means the Bond Resolution, the 2004 Supplemental Bond
Resolution,the Depository Trust Agreement,datedasof May I, 2004, by and betweenthe
CountyandthePayingAgent, as depositorytrusteethereunder,in connectionwith the issuance
ofthe2004 Bonds,and any othertransactiondocumentsrelatedto the issuanceanddelivery of
the2004 Bonds.

“State” means the StateofArizona.

“Paying Agent” means J.P. Morgan Trust Company, National Association, or any
successorPayingAgentwith respectto the2004Bonds.

“2004 SupplementalBond Resolution” meansResolutionNo. 2004-58,adoptedby the
Board of Supervisorsofthe Countyon March 9, 2004, authorizingthe issuanceand saleofthe
2004 Bonds.

ARTICLE II

TERM OF AGREEMENT

This Agreementwill expirewhen all amounts dueor to becomedue to the Bond Insurer
havebeenpaid in full.

ARTICLE III
INFORMATION Al’4D NOTICES

TO BE PROVIDED TO BOND INSURER

Section3.01 Information to be Provided1w the County.

(a) Within the later of one hundred eighty (180) days after the end of each of the
County’s fiscal years or thirty (30) days after the annual audited financial statements become
available, the County shall provide or causeto be provided to the Bond Insurer the annual
audited financial statementsoftheCounty for theprecedingfiscal year.

(b) The County shall provide or causeto be provided to the Bond Insurer the annual
budget ofthe County within thirty (30) daysafter the approval thereof
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(c) The County shall provide or causeto be provided to theBond Insurer:

(i) Prior notice of the advancerefundingor redemptionof any of the 2004
Bonds,which noticeshall include theprincipal amount,maturitiesand CUSIPnumbers
thereof;

(ii) Notice of the resignation or removal of the Paying Agent or Bond
Registrar of the 2004 Bonds and the appointment of; and acceptanceof dutiesby, any
successorthereto;

(iii) Notice ofthe commencementof any proceedingby or against theCounty
commencedunder the United States Bankruptcy Code or any other applicable
bankruptcy, insolvency, receivership, rehabilitation or similar law (an “Insolvency
Proceeding”);

(iv) Notice of the making of any claim in connection with any Insolvency
Proceeding seekingthe avoidance as a preferential transfer of any payment of principal
of; or intereston, the2004Bonds;

(v) A full original transcriptof all proceedingsrelatingto theexecutionof any
amendmentorsupplementto theRelatedDocuments;and

(vi) All reports,noticesandcorrespondenceto be deliveredunderthetermsof
theRelatedDocuments.

Section302 Notice 1w the Paving Agent. The PayingAgent shall give notice to the
Bond Insurer of any defaultunder theRelatedDocumentswhich is relatedto thepaymentof
principal of or interest on the 2004 Bonds and which is known to the Paying Agent, within five

(5) BusinessDays after knowledgethereof

ARTICLE W
TERMS OF TILE BOND RESOLUTION

Section4.01 Additional Provisions. The County and thePaying Agent agreethat, for
purposesofthe2004 SupplementalBondResolutionandtheBondResolution(to theextentthey
applyto the2004Bonds),thefollowing provisionsshallgovern,notwithstandinganythingto the
contrarysetforth in the2004 SupplementalBond ResolutionortheBondResolution:

(a) The rights granted to theBond Insurer under this Agreementto request,consentto
or direct any actionundertheBondResolutionoranyotherRelatedDocumentarerights granted
to theBondInsurerin considerationof its issuanceoftheInsurancePolicy. Any exerciseby the
Bond Insurer of such rights is merely an exerciseof the Bond Insurer’s contractual rights and
shall not be construedor deemedto be taken for the benefit or on behalf ofthe Bondholders nor
doessuchactionevidenceany position oftheBond Insurer,positive or negative,as to whether
Bondholder consentis required in addition to consentof theBond Insurer.
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(b) The County shall pay or reimburse the Bond Insurer any and all charges, fees,
costsand expenseswhich the Bond Insurer may reasonably pay or incur in connectionwith the
following:

(i) theadministration,enforcement,defenseor preservationsof any rights or
securityin anyRelatedDocument;

(ii) thepursuit of any remediesunder this Agreement, theBond Resolutionor
any other RelatedDocumentor otherwise afforded by law or equity;

(iii) any amendmentwaiver or other action with respectto, or related to, this
Agreement, theBond Resolutionor any other RelatedDocument whetheror not executed
or completed;

(iv) theviolation by theCounty ofany law, rule or regulation, or anyjudgment
order or decreeapplicable to them; or

(v) any litigation or other dispute in connection with this Agreement, the
BondResolutionorany otherRelatedDocumentor thetransactionscontemplatedhereby
or thereby, other than amountsresulting from the failure ofthe Bond Insurer to honor its
obligationsundertheInsurancePolicy.

(c) TheBond Insurershall be deemedto bethesoleholderofthe2004Bondsfor the
purposeof exercising any voting right or privilege or giving any consentof direction or
taking any other action that theholders ofthe2004Bonds are entitled to takepursuantto
theBond Resolutionpertainingto defaultsor remedies.

Section4.02 Supplements or Amendments to Bond Resolution and Related
Documents.

(a) Copies of any modification or amendment to the Bond Resolution or any other
Related Document shall be sent to Standard & Poor’s Ratings Servicesand Moody’s Investors
Service,Inc. at leastten (10) daysprior to the effectivedatethereof

(c) The Bond Insurer reservesthe right to charge a reasonablefee as a condition to
executingany amendment,waiver or consentproposedin respectofthe Bond Resolutionor any
other RelatedDocument,

Section4.03 Defeasancc.

(a) To the extent permitted by theBond Resolutionand applicable law, for purposes
of the 2004 Supplemental Bond Resolution and Section 20 of the Bond Resolution, the term
“Government Obligations” for purposes of defeasingthe 2004Bonds shall be limited to any or
all of the following:

(i) cash;
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(ii) direct non-callable obligations of the United States of America
(“Treasuries”);

( iii) evidencesof ownership of proportionate interests in future interest and
principalpaymentson Treasurieshel4by a bank or trust company as custodian, under
which the ownerofthe investmentis thereal party in interest and has the right to proceed
directly and individually againstthe obligor and the underlying Treasuries are not
availableto anypersonclaiming throughthecustodianorto whomthe custodianmaybe
obligated;

(iv) pre-reftinded municipal obligations rated “AAA” and “Aan” by Standard
& Poor’s RatingsServicesand Moody’s Investors Service,Inc., respectively; or

(v) any other obligation approvedby theBond Insurer.

(b) In the event provision for payment of the2004 Bondsshallbemadepursuantto
theBond Resolution, the Countyshall causeto be delivered (i) a report of an independent firm of
nationally recognizedcertifiedpublic accountantsor suchotheraccountantas shall beacceptable
to the Bond Insurer (“Accountant”) verifying thesufficiencyof the escrow establishedto pay the
2004 Bonds in full on the maturityor redemption date (“Verification”), (ii) an escrowdeposit
agreement(which shall be acceptablein form and substanceto the Bond Insurer),and (iii) an
opinion of nationally recognizedbond counselto the effect that the 2004Bonds are no longer
Outstanding under the Bond Resolution. Each Verification and defeasanceopinion shall be
acceptablein form and substance,and addressed,to the County, the Paying Agent and theBond
Insurer. In the event a forward purchase agreementwill be employed in the refunding, such
agreementshall be subjectto the approval ofthe Bond Insurer and shall be accompaniedby such
opinions ofcounselas maybe required by the Bond Insurer The Bond Insurer shall beprovided
with final drafts of the above-referenceddocumentation not less than five (5) Business Days
prior to thefundingoftheescrow.

(c) Principal of or interest on the 2004 Bonds paid by the Bond Insurerunder the
Insurance Policy shall not be deemedpaid for purposes of the Bond Resolution, and such 2004
Bonds shall continue to be Outstanding and such amounts shall continue to be due and owing
until paid by theCounty in accordancewith the BondResolution.

(d) The Bond Resolution shall not be discharged with respect to the 2004 Bonds
unlessall amounts due or to becometo theBond Insurer havebeenpaid in full or duly provided
for.

ARTICLE V
PROVISION FOR PAYMENT UNDER TIlE

INSURANCE POLICY

Section5.01 PaymentsUnder theInsurance Policy.

(a) If; on the third BusinessDay prior to the related scheduledinterest payment date
or principal payment date (“Payment Date”) there is not on depositwith the Paying Agent, after
making all transfers and depositsrequired under the Bond Resolution, moneyssufficient to pay
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theprincipal of andintereston the 2004 Bonds due on suchPaymentDate, thePayingAgent
shall give noticeto the Bond Insurerandto its designatedagent(if any) (the “Bond Insurer’s
FiscalAgent”) by telephoneor telecopyof theamountof suchdeficiencyby 12:00noon, New
York City time, on such Business Day. If on the second BusinessDay prior to the related
PaymentDate,therecontinuesto be adeficiencyin theamountavailableto paytheprincipalof
and interest on the 2004 Bonds due on suchPayment Date the Paying Agent shall makea claim
under the InsurancePolicy and give noticeto theBond Insurerand the Bond Insurer’s Fiscal
Agent (if any) by telephoneof the amount of such deficiency, and the allocation of such
deficiency between the amount required to pay interest on the 2004 Bonds and the amount
requiredto pay principalof the2004 Bonds,confirmed in writing to the Bond Insurerandthe
Bond Insurer’s Fiscal Agent by 12:00 noon, NewYork City time, on such secondBusinessDay
by filling in theform ofNoticeofClaimandCertificatedeliveredwith theInsurancePolicy.

(b) In the eventthe claim to be madeis for a mandatorysinking fund redemption
installment,uponreceiptof themoneysdue,the PayingAgent shallauthenticateand deliver to
affectedBondholders who surrender their 2004 Bonds a new 2004 Bond or 2004Bonds in an
aggregateprincipalamountequalto theunredeemedportionofthe2004Bondsurrendered.The
Paying Agent shall designateany portion of payment of principal on 2004 Bonds paid by the
Bond Insurer, whether by virtue of mandatory sinking fund redemption maturity or other
advancementof maturity, on its books as a reduction in the principal amount of 2004 Bonds
registered to the then current Bondholder, whether The Depository Trust Company or its
nomineeor otherwise, and shall issuea replacement2004Bondto the Bond Insurer, registered in
the name of Financial Security Assurance Inc., in a principal amount equal to the amount of
principal sopaid (without regard to authorized denominations);provided that the Paying Agent’s
failure to so designateany payment or issueany replacement2004Bond shall have no effect on
the amount ofprincipal or interest payable by the County on any 2004Bond or the subrogation
rights oftheBond Insurer.

(c) The Bond Insurer shall be entitled to pay principal of or interest on the 2004
Bonds that shall becomeDue for Payment but shall be unpaid by reasonof Nonpayment by the
Issuer (as such terms are defined in the Insurance Policy), whether or not the Bond Insurer has
receivedaNotice ofNonpayment(assuchtermsaredefinedin theInsurancePolicy) or a claim
upon the Insurance Policy.

Section5.02 Policy PaymentsAccount.

(a) Upon payment of a claim under the Insurance Policy, the Paying Agent shall
establisha separatespecial purpose trust accountfor thebenefit of the Bondholders referred to
herein as the “Policy PaymentsAccount” and over which the Paying Agent shall have exclusive
control and soleright of withdrawal. The Paying Agent shall receiveany amount paid under the
Insurance Policy in trust on behalfof the Bondholders and shall depositany such amount in the
Policy PaymentsAccount and distribute suchamount only for purposes ofmaking thepayments
for which a claim was made. Such amounts shall be disbursed by the Paying Agent to
Bondholders in the samemanner as principal and interest paymentsare to be madewith respect
to the2004 Bondsunder thesectionsof theBond Resolutionregarding payment of2004Bonds.
It shall not be necessaryfor suchpaymentsto be madeby checksor wire transfersseparate from
the check or wire transfer used to pay debt service with other funds available to make such
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payments. Notwithstanding anything to the contrary otherwise setforth in the Bond Resolution,
andto the extent permittedby law, in theeventamountspaidunder the InsurancePolicy are
appliedto claimsfor paymentof principalofprincipalofor intereston the2004Bonds,interest
on such principal of and interest on such2004Bonds shall accrueand be payable from the date
ofsuchpaymentatthegreaterof (i) theperannumrateof interest,publicly announcedfrom time
to timeby JP Morgan ChaseBank or its successoratits principaloffice in the City ofNewYork,
as its prime rate or baselending rate plus 3%, and (ii) the then applicable rate of interest on the
2004Bonds provided that in no eventshall suchrate exceedthemaximum rate permissible under
applicableusury or similar laws limiting interest rates.

(b) The Paying Agent shall keep a complete and accurate record of all funds
depositedby theBondInsurerinto thePolicyPaymentsAccountand the allocation ofsuch funds
to paymentofintereston andprincipal paid in respectof any 2004Bond. The Bond Insurer shall
have the right to inspect suchrecords at reasonable times upon reasonablenotice to the Paying
Agent.

(c) Funds held in the Policy PaymentsAccount shall not be investedby the Paying
Agent and maynot be applied to satisfyany costs,expensesor liabilities ofthe Paying Agent.

(d) Any funds remaining in the Policy PaymentsAccount following a 2004 Bond
Payment Dateshallpromptly be remitted to theBond Insurer.

Section5.03 Effect of Payment. The Bond Insurer shall, to the extent it makes any
paymentof principal ofor intereston the2004 Bonds,becomesubrogatedto therights of the
recipients of suchpayment in accordancewith the terms ofthe Insurance Policy.

ARTICLE VI
MISCELLANEOUS

Section6.01 Amendmentand Waiver. This Agreement may be amended,waived,
supplemented, discharged or terminated only with the prior written consentof the County, the
Paying Agent and theBond Insurer.

Section6.02 Successorsand Assigns; DescriptiveHeadings.

(a) This Agreementshall bind, and the benefits thereofshall inure to thebenefit of;
the County, the Paying Agent and the Bond Insurer and their respectivesuccessorsand assigns.
Noneoftheparties heretomay transfer or assignany or all of its rights andobligations hereunder
without the prior written consentsofthe other parties, which consentsshall not be unreasonably
withheld.

(b) The descriptiveheadingsofthe various provisions of this Agreementare inserted
for convenienceofreferenceonly and shall not be deemedto affect the meaning or construction
ofany oftheprovisionshereof

Section 6.03 Notices, Reuuests,Demarid±s. Except as otherwise expressly provided
herein, all written notices,requests,demands or other communications to or upon the respective
parties hereto shall be deemedto have beengiven or made when actuallyreceived, or in the case
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of telex or telecopiernotice sentover atelex or a telecopiermachineownedor operatedby a
party hereto,whensent,addressedas specifiedbelowor at suchother addressaseither ofthe
parties heretomayhereafterspecify in writing to theothers:

If to theCounty:

Pima County, Arizona
130West Congress,

7th Floor
Tucson,Arizona85701
Attention: Director ofFinance
Phone: (520)740-8494
Fax: (520)624-9178

If to thePayingAgent:

J.P. Morgan Trust Company, National Association
660 Mill Avenue,4~Floor
Tempe, Arizona 85281
Attention: Institutional Trust Services
Phone: (480)902-6880
Fax: (480)902-6879

If to theBond Insurer:

Financial Security AssuranceInc.
350 ParkAvenue
New York, NewYork 10022
Attention: ManagingDirector— Surveillance
Re: Policy No. 28508-N
Phone: (212)826-OtOO
Fax: (212)339-3529

andif relatingto aneventofdefault,with acopyto:

Financial Security AssuranceInc.
350 Park Avenue
New York, NewYork 10022
Attention: GeneralCounsel
“URGENTMATERIAL ENCLOSED”
Phone: (212)826-0100
Fax: (212) 339-3529

Section6.04 Survival of Representations and Warranties. All representations,
warrantiesand obligations containedhereinshall survive the executionand delivery of this
Agreementandthe InsurancePolicy.
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Section6.05 Governina Law. This Agreement and the rights and obligations of the
partiesunderthis Agreementshall be governedby andconstruedandinterpretedin accordance
with thelawsoftheState.

Section6.06 Counterparts. This Agreementmaybeexecutedin any number of copies
andby the differentpartiesheretoon thesameor separatecounterparts,eachofwhich shall be
deemedto be an original instrument,and all of which shall constitutebut one and the same
instrument. Completecounterpartsof this Agreementshall be lodged with the County, the
Paying Agent and theBond Insurer.

Section6.07 Comtlict~of Interest. Section 38-511 of the Arizona Revised Statutes,
provides that the State, its political subdivisions, including the County, or any department or
agencyof either may, within three(3) yearsafter its execution, cancelany contract,without
penalty or further obligation, if any personsignificantly involved in initiating, negotiating,
securing,drafting or creatingthecontracton behalfoftheState,its political subdivisionsor any
of the departments or agenciesof either is, while the contract or any extension thereof is in
effect, an employeeoragentofany otherpartyto the contractin anycapacityor aconsultantto
any other party of the contract with respectto the subject matterof the contract.Eachof the
parties heretorepresents,with respectto itself; as of the datehereofand to the best of its
knowledge, no circumstancesor conditions exist that would provide a basis for cancellation of
this Agreementpursuantto Section38-511 oftheArizona RevisedStatutes.

[Remainderofpage left blank intentionally]
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Section 608 Severability. In the event any provision of this Agreementshallbe held
invalid or unenforceablebyany court ofcompetentjurisdiction, suchholding shall not invalidate
or render unenforceableany other provision hereof

IN WITNESSWHEREOF, eachof the parties hereto has caused a counterpart of this
Agreementto be duly executedanddelivered asofthe datefirst abovewritten.

PIMA COUNTY, ARIZONA

By: ~5:~i Cu

Chair, Board ofSupervisors

J.P. MORGAN TRUST COMPANY,
NATIONAL ASSOCIATION, asPaying Agent

fl~VicePresidik1~1

FINANCIAL SECURITY ASSURANCEINC.
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FINANCIAL MUNICIPAL BOND
SECURITY INSURANCE POLICY
ASSURANCE®

ISSUER: Pima County, Arizona Policy No.; 202892-N

BONDS: $25,770,000 in aggregate principal amount of Effective Date; May 11, 2004
Sewer Revenue Refunding Bonds, Series 2004 Premium: $81 768.60
dated May 1,2004

FINANCIAL SECURITY ASSURANCE INC. (“Financial Security~),for consideration received,
hereby UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the trustee (the “Trustee”) or paying
agent (the “Paying Agent”) (as set forth in the documentation providing for the issuance of and securing
the Bonds) for the Bonds, for the benefit of the Owners or, at the election of Financial Security, directly to
each Owner, subject only to the terms of this Policy (which includes each endorsement hereto), that
portion of the principal of and interest on the Bonds that shall become Due for Payment but shall be
unpaid by reason of Nonpayment by the Issuer.

On the later of the day on which such principal and interest becomes Due for Payment or the
Business Day next following the Business Day on which Financial Security shall have received Notice of
Nonpayment, Financial Security will disburse to or for the benefit of each Owner of a Bond the face
amount of principal of and interest on the Bond that is then Due for Payment but is then unpaid by reason
of Nonpayment by the Issuer, but only upon receipt by Financial Security, in a form reasonably
satisfactory to it, of (a) evidence of the Owner’s right to receive payment of the principal or interest then
Due for Payment and (b) evidence, including any appropriate instruments of assignment, that all of the
Owner’s rights with respect to payment of such ‘principal or interest that is Due for Payment shall
thereupon vest in Financial Security. A Notice of Nonpayment will be deemed received on a given
Business Day if it is received prior to 1:00 p.m. (New York time) on such Business Day; otherwise, it will
be deemed received on the next Business Day. If any Notice of Nonpayment received by Financial
Security is incomplete, it shall be deemed not to have been received by Financial Security for purposes of
the preceding sentence and Finincial Security shall promptly so advise the Trustee, Paying Agent or
Owner, as appropriate, who may submit an amended Notice of Nonpayment. Upon disbursement in
respect of a Bond, Financial Security shall become the owner of the Bond, any appurtenant coupon to the
Bond or right to receipt of payment of principal of or interest on the Bond and shall be fully subrogated to
the rights of the Owner, including the Owner’s right to receive payments under the Bond, to the extent of
any payment by Financial Security hereunder, Payment by Financial Security to the Trustee or Paying
Agent for the benefit of the Owners shall, to the extent thereof, discharge the obligation of Financial
Security under this Policy.

Except to the extent expressly modified by an endorsement hereto, the following terms shall
have the meanings specified for all purposes of this Policy. ‘Business Day” means any day other than (a)
a Saturday or Sundayor (b) a day on which banking institutions in the State of New York or the Insurer’s
Fiscal Agent are authorized or required by law or executive order to remain closed. “Due for Payment”
means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the
date on which the same shall have been duly called for mandatory sinking fund redemption and does not
refer to any earlier date on which payment is due by reason of calf for redemption (other than by
mandatory sinking fund redemption), acceleration or other advancement of maturity unless Financial
Security shall elect, in Its sole discretion, to pay such principal due upon such acceleration together with
any accrued interest to the date of acceleration and (b) when referring to interest on a Bond, payable on
the stated date for payment of interest. “Nonpayment’ means, in respect of a Bond, the failure of the
Issuer to have provided sufficient funds to the Trustee or, if there is no Trustee, to the Paying Agent for
payment in full of all principal and interest that Is Due for Payment on such Bond. “Nonpayment” shall
also include, in respect of a Bond, any payment of principal or interest that is Due for Payment made to
an Owner by or on behalf of the Issuer which has been recovered from such Owner pursuant to the
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United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final, nonappealable
order of a court having competent jurisdiction. “Notice’ means telephonic or telecopied notice,
subsequently confirmed in a signed writing, or written notice by registered or certified mail, from an
Owner, the Trustee or thePaying Agent to Financial Security which notice shall specify (a) the person or
entity making the claim, (b) the Policy Number, (c) the claimed amount and (d) the date such claimed
amount became Due for Payment. “Owner” means, in respect of a Bond, the person or entity who, at the
time of Nonpayment, is entitled under the terms of such Bond to payment thereof, except that “Owner”
shall not include the Issuer or any person or entity whose direct or indirect obligation constitutes the
underlying security for the Bonds.

Financial Security may appoint a fiscal agent (the “insurer’s Fiscal Agent”) for purposes of this
Policy by giving written notice to the Trustee and the Paying Agent specifying the name and notice
address of the insurer’s Fiscal Agent. From, and after the date of receipt of such notice by the Trustee
and the Paying Agent, (a) copies of all notices required to be delivered to Financial Security pursuant to
this Policy shall be simultaneously delivered ‘to the Insurer’s Fiscal Agent and to Financial Security and
shall not be deemed received until received by both and (b) all payments required to be made by
Financial Security under this Policy may be made directly by Financial Security or by the Insurer’s Fiscal
Agent on behalf of Financial Security. The Insurer’s Fiscal Agent is the agent of Financial Security only
and the Insurer’s Fiscal Agent shall in no event be liable to any Owner for any act of the Insurer’s Fiscal
Agent or any failure of Financial Security to deposit or cause to be deposited sufficient funds to make
payments‘due under this Policy.

To the fullest extent permitted by applicable law, Financial Security agrees not to assert, and
hereby waives, only for the benefit of each Owner, all rights (whether by counterclaim, setoff or otherwise)
and defenses (including, without limitation, the defense of fraud), whether acquired by subrogation,
assignment or otherwise, to the extent that such rights and defenses may be available to Financial
Security to avoid payment of its obligations under this Policy in accordance with theexpress provisions of
this Policy.

This Policy sets forth in full the undertaking of Financial Security, and shall not be modifIed,
altered or affected by any’ other agreement or instrument, including any modification or amendment
thereto. Except to the extent expressly modified by an endorsement hereto, (a) any premium paid in
respect of this Policy is nonrefundable for any reason whatsoever, including payment, or provision being
made for payment, of the Bonds prior to maturity and (b) this Policy may not be canceled or revoked.
THIS POLICY IS NOT COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND
SPECIFIED IN ARTICLE 76 OF THE NEW YORK INSURANCE LAW.

In witness whereof, FINANCIAL SECURITY ASSURANCE INC. has caused this Policy to be
executed on its behalf by its Authorized Officer.

FINANCIAL SECURITY ASSURANCE INC.

A subsidiary of Financial Security Assurance Holdings Ltd. (212) 826-0100
350 Park Avenue, New York, N.Y. 10022-6022

Form 500NY (5/90)



NPTICE OF CLAIM AND CERTIFICATE

Financial Security Assurance Inc.
350 Park Avenue
New York, NY 10022

The undersigned, a duly authorized officer of [FULLNAME OF TRUSTEE or PAYING AGENT) (the
“Trustee/Paying Agent”), hereby certifies to Financial Security Assurance Inc. (“Financial Security”), with reference to
Municipal Bond Insurance Policy No. 202892-N dated May 11, 2004 (the “Policy”) issued by Financial Security in
respect of the Pima County, Arizona Sewer Revenue Refunding Bonds, Series 2004 dated May 1, 2004 (the
‘Bonds’), that:

(i) The Trustee/Paying Agent is the Trustee/Paying Agent under the document authorizing
the issuance of the Bonds (the “Resolution”) for theHolders.

(ii) The sum of all amounts on deposit (or scheduled to be on deposit) in the [RELEVANT
ACCOUNTS) and available for distribution to the Holders pursuant to the Resolution will be $
- (the “Shortfall”) less than the aggregate amount of principal and interest Due for Payment on
(“Scheduled Payments”).

(iii) The Trustee/Paying Agent is making a claim under the Policy for the Shortfall to be
applied to the payment of Scheduled Payments.

(iv) The Trustee/Paying Agent agrees that, following receipt of funds from Financial Security,
it shall (a) hold such amounts in trust and apply the same directly to the payment of Scheduled
Payments on the Bonds when due; (b) not apply such funds for any other purpose; (c) not
commingle such funds with other funds held by the Trustee/Paying Agent and (d) maintain an
accurate record of such payments with respect to each Bond and thecorresponding claim on the
Policy and proceeds thereof, and, if the Bond is required to be [SURRENDERED/PRESENTED]for
such payment, shall stamp on each such Bond the legend $‘[insert applicable amount] paid by
Financial Security and the balance hereof has been canceled and reissued” and then shall deliver
such Bond to Financial Security.

(v) The Trustee/Paying Agent, on behalf of the Holders, hereby assigns to Financial Security
the rights of the Holders with respect to the Bonds to the extent of any payments under the Policy,
including, without limitation, any amounts due to the Holders in respect of securities law violations
arising from the offer and sale of the Bonds. The foregoing assignment is in addition to, and not in
limitation of, rights of subrogation otherwise available to Financial Security in respect of such
payments. Payments to Financial Security in respect of the foregoing assignment shall in all cases
be subject to and subordinate to the rights of the Holders to receive all Scheduled Payments in
respect of the Bonds. The Trustee/Paying Agent shall take such action and deliver such
instruments as may be reasonably requested or required by Financial Security to effectuate the
purpose or provisions of this clause (v).

(vi) The Trustee/Paying Agent, on its behalf and on behalf of the Holders, hereby appoints
Financial Security as agent and attorney-in-fact for the Trustee/Paying Agent and each such
Holder in any legal proceeding with respect to the Bonds. The Trustee/Paying Agent hereby
agrees that, so long as Financial Security shall not be in default in its payment obligations under
the Policy, Financial Security may at any time during the continuation of any proceeding by or
against the Issuer under the United States Bankruptcy Code or any other applicable bankruptcy,



insolvency, receivership, rehabilitation or similar iaw (an “insolvency Proceeding”) direct all mailers
relating to such Insolvency Proceeding, including without limitation, (A) all matters relating to any
claim in connection with an Insolvency Proceeding seeking theavoidance as a preferential transfer
of any payment made with respect to the Bonds (a “Preference Claim”), (B) the direction of any
appeal of any order relating to any Preference Claim at the expense of Financial Security but
subject to reimbursement as provided in the Resolution and (C) the posting of any surety,
supersedeas or performance bond pending any such appeal. In addition, the Trustee/Paying
Agent hereby agrees that Financial Security shall be subrogated to, and the Trustee/Paying Agent
on its behalf and on behalf of each Holder, hereby delegates and assigns, to the fullest extent
permitted by law, the rights of the Trustee/Paying Agent and each Holder in the conduct of any
insolvency Proceeding, including, without limitation, all rights of any party to an adversary
proceeding oraction with respect to any court order issued in connection with any such Insolvency
Proceeding.

(vii) Payment should be made by wire transfer directed to [SPECIFY INSURANCE
ACCOUNT).

Unless the context otherwise requires, capitalized terms used in this Notice of Claim and Certificate and not
defined herein shall have the meanings provided in the Policy.

IN WITNESS WHEREOF, the Trustee/Paying Agent has executed and delivered this Notice of Claim and
Certificate’ as of the ,. day of _______________________ ______________

By_

Titie~

For Financial Security or
Fiscal Agent Use Only
Wire transfer senton - By
Confirmation Number ___________________________

-2-



PROCEDURES FOR PREMIUM PAYMENT TO
FINANCIAL SECURITY ASSURANCE INC.

Financial Security’s issuance of its municipal bond insurance policy at bond closing is
Contingent upon payment and receipt of the premium. NO POLICY MAY BE RELEASED
UNTIL PAYMENT OF SUCH AMOUNT HAS BEEN CONFIRMED. Set forth below are the
procedures to be followed for confirming the amount of the premium to be paid and for paying
such amount:

Confirmation of
Amount to be Paid:

Upon determination of the final debt service
schedule, fax such schedule to Financial Security
Attention: Scott Lord, Vice President
Phone No. (415) 995-8020
Fax No. (415) 995-8095

Confirm with the individual in our underwriting department that you are in agreement
with respect to par and premium on the transaction prior to the closing date.

Payment Date:

Method of Payment:

Date of Delivery of the insured bonds.

Wire transfer of Federal Funds.

Wire Transfer Instructions:

Bank:
ABA#:
Acct. Name:
Account No.:
Policy No.:

The Bank of New York
021 000018
Financial Security Assurance Inc.
8900297263
202892-N

CONFIRMATION OF PREMIUM WIRE NUMBER AT CLOSING

Financial Security will accept as confirmation of the premium payment a wire transfer number
and the name of the sending bank, to be communicated on the closing date to Priscilla H.
Lowe, Assistant ViCe President, (415) 995-8013.



Blanket Issuer Letter of Representations
(To be Completed by lssuei’]

PIMA COUNTY, ARIZONA
fNvzieof issuer]

Attention: UnderwritingDepartment— Eligibility
TheDepositoryTrustCompany
35 WaterStreet; 30thFloor
NewYork NY 10041-0099

JUNE 11, 1998
[Date)

LadiesandCenflemen: -

This lettersetsforth ourunderstandingwith respectto all issues (the etsecwitiesn)thatIssuer
shallrequestbemadeeligiblefordeposit.byTheDepositoryTrustCompany (tTC1.

To InduceDTC to accepttheSecuritiesaseligible for depositatDTC, andto actin accordance

with DTCsRuleswith respectto theSeanities,Issuerrepresentsto DTC thatIssuerwill comply
with therequirementsstatedin DTCsOperationalAnBn~ernents,asthey‘may beamendedLoin

timetotime.

Note
ScheduleA containsstatements that DTC believes
*ocurat4desaibe DTC, themethodof effe~inEbook-
enbytmzsfemcfsecwidesaszilfiztcdth~hDmand
catamrltedm~n

ReceivedandAcceptedi

D RYTRU MPANY

Verytrulyyours,

PIMA COUNTY, ARIZONA

C. B. BUCKELBERRZCO TY ADMINISTRATOR
Ctypewxite Name &ThIe)

130 W. Congress, 1Ot~f1oor
(SttetAddi~)

Tucson, AZ 85701
(State)

(52O) 740—8661
(Phoce Nwx&r)



SCHEDULEA

SAMPLE OFFERINGDOCUMENT LANGUAGE
DESCRIBINGBOOK-ENTRY-ONLYISSUANCE

(Preparedby DTC—braclcetedmaterialmaybeapplicableonly to certainissues)

1. The DepositoryTrustCompany(DTC), NewYork mr’, will actas securitiesdeposito&for the
securities(the“Securitief).The Securitieswill be issuedas fu]~y-registeredsecuritiesregisteredin the
nameof Cede& Co. (DTCs partnershipnominee).One fully-registeredSecuritycertificatewill be
issuedfor [eachissueof] the Securities, [each]in the a~iegateprincipalamountofsuchissue,andwill
be depositedwith DTC. [1f howeveçthe aggregateprincipal amountof [any] issueexceeds$200
million, onecertificatewill be issuedwith respectto each$200million ofprincipalamountandan
additionalcertificatewill beissuedwith respecttoanyremainingprincipalamountofsuchIssue.]

2. DTC is a limited-purposetmstcompanyorzanizedunderthe NewYork BankingLaw; a“banking
org2nF~tion”within the me2ntngofthe NewYork BankingLaw; amemberof the FederalReserve
System,a“clearingcorporation”within themeaningoftheNewYork Uniform Comment!Code,anda
“deariagagency”registeredpursuanttotheprovisionsof Section17Aofthe SecuritiesExck!ngeAdof
1934.DTC holdssecuritiesthatitsparticipants.C’Participantf)depositwith flit DTC alsofacilitates
the settlementamongParticipantsofsécufities nsactious,suchastransfersandpledges,Indeposited
securitiesthroughelectroniccomputerizedbook-entrychangesIn Participants’account,thereby
eliminatingtheneedfor physicalmovementof securitiescertificates.Djrect Participantsinclude
securitiesbrokersanddealers,banks,trustcompanies,clearingcorporations,andcertainother
orgnnfr*tions.DTC is ovinedbya numberof Its DirectParticipantandby the NewYork Stock
ExcLange,Inc., theAmericanStockExchange,luc.,andtheNationalAssociationofSeanitiesDealers
Inc.Accessto the DTCsystem Is also available to others *uch as securities brokers and dealers; bat
andbustcompaniesthatdearthroughormaintainacustodialrelationshipwith aDirectParticipant
eitherdirectlyor Indirectly (4lndirectParticipant”).TheRulesapplicabletoflit andit Participants
areon file with the Securities and F~thangeCommission.

3. PurehasesofSecuritiesundertheflit systemmustbe madebyortougbDirectParticipants;
whichwill receivea aer3itfor theSecuritieson flit’s recortTheownershipInterestofeachactual
purchaserofeachSecurityfleàe&W Ownef)Is hi turn to berecordedontheDirectandIndirect
Participants’records.BeneficialOwnerswill not receivewritten confirmationfrom flit oftheir

?rrchaabutBeneficialOwnersareerpectedto receivewrittenconfirmationsprovidingdeMlsofthe
transaction,aswell asperiodicstatementsoftheirholdings,from theDirectorIndirect Participant
through which the Beneficial Owner entered into the transaction. Transfersofownershipinterests in the
Securities are to be accomplishedby entriesmadeon the books of Participantactingonbehalfof
BeneficialOwners.BeneficialOwnerswill not receive certificates representing their ownership Interests
in Securities,exceptin theeventthatuseofthebook-entrysystemfor the Securities Is discontinued.

4.To facilitatesubsequenttransfers,all SecuritiesdepositedbyParticipantwith flit areregistered
in thenameofDTCspartnershipnominee~Cede& Co. ThedepositofSecuritieswith tilt andtheir
registrationin thenameof Cede& Co. effect no changein beneficialownership.DTC hasno
knowledgeoftheactualBeneficialOwnersoftheSecurities;DTCs recordsreflect onlythe identityof
theDirect Participantsto whoseaccountssuchSecuritiesarecredited,whichmayormay not bethe
Beneficial Owners.TheParticipantwill remainresponsiblefor keepingaccountof theirholdings on
behalfoftheircustomers.



5. Conveyanceof notices andothercommunicationsby DTC to Direct Participants,by Direct
Participantsto IndirectParticipants1andby DirectParticipantsandIndirect Participantsto Beneficial
Ownerswill begovernedby arrangementsamongthem,subjectto any statutoryor regulatory
requirementsasmaybein effectfrom limetotime.

16. Redemptionnoticesshallbesentto Cede& Co. If lessthanall oftheSecuritieswithinanissueare
beingredeemed,DTC’s practiceis to determineby lot theamountof theinterestofeachDirect
Participantin suchissuetoberedeemed.]

7. NeitherDTC norCede& Co. will consentorvotewith respectto Securities.Under its usual
procedures,flit mails an OmnibusProxyto theIssuerassoonaspossibleaftertherecorddate.The
OmnibusProxyassignsCede& Co.’s consentingor~~dingright tothoseDirect Participantsto whose
accountstheSecuritiesarecreditedon therecorddate(identifiedin a listing attachedto the Omnibus
Pnx0O.

8. Principalandinterestpaymentson theSecuritieswill bemadeto DTC. DTC’spracticeis to credit
Direct Participants’a~tmtson payabledateIn accordancewith theirrespectiveholdingsshownon
flit’s recordsunlessDTC Las reasont~believethat it will not receivepaymenton payabledate.
Paymentsby Participantsto BeneficialOwnerswill begovernedbystandinginstructionsandcustomary
practices,asis the~sewith securitiesheldfortheaccountsofcustomersin bearerform orregisteredIn
“streetname andwill betheresponsibilityof suchParticipantandnotof flit, theAgentorthe
Issrrezsubjectto anystatutoryor regulatoryiequiremexatsasmaybe in effect from time to time.
Paymentofprincipalandinterestto flit is theresponsibilityoftheIssuerortheAgentdisbursement
ofsuchpaymentsto DirectParticipantshallbetheresponsibilityof flit, anddisbursementof audi
payneatto theBeneficialOwnersshallbetheresponsibilityofflirectadIndirectPthticipants.

(9.A BeneficialOwnershallgivenoticeto electtohaveits Securitiespurchasedortendaed.through
itsParticipant.tothe[TendeilflemaricelingiAgent.andshalleffectdeliveryofsuchSecuritiesbycatising
theDirectParticipantto transfertheParticipanttsInterestin theSecurities,on DTC’s records,to the
(Tender/BemarlQetinglAgentTherequizementfor physicaldeliveryofSecuritiesin connectionwitha
demandforpurchaseora mandatorypurchasewill bedeemedsatisfiedwhentheownershiprightsIn
theSecuritiesaretransfenedbyDirectP ipantsonDTC~recort]

10.flit maydiscontinueprovidingits servicesassecuritiesdepositorywithrespectto theSecurities
at anytimeby giving rSsoniblenoticeto theIssuerortheAgentUndersuchcircumstances,in the
eventthat asuccessorsecuritiesdepositoryIs not obtained,Securitycertificatesare requiredto be
printedanddelivered.

11.TheIssuermaydecideto discontinueuseofthesystemofbook-entrytransfersthroughDTC (or
asuct~ssorsearritiesdepository).Inthatevent,Securitycertificateswill beprintedanddelivered.

12.Theinformationin thissectionconcerningDTC andflit’s book-entrysystemhasbeenobtained
hornsourcosthat the Issuerbelievesto be reliable,but theIssuertakesno responsibilityfor the
accuracythereof.
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SewerRevenueRefunding Bonds
Series2004

PimaCounty,Arizona(the “County”) proposesto issuetheabovereferencedbonds(the “Bonds”)
which aredatedMay 1, 2004 andwill be issuedon May 11, 2004. The Bondsconsistof $25,770,000
SerialBonds.

A portionof theproceedsof the Bondswill beusedto purchaseUnitedStatesTreasurySecurities--

StateandLocal GovernmentSeries(the “Acquired Obligations”)which will beplacedin an irrevoca-
ble trusttogetherwith an initial cashdepositto beusedsolely to refundthatportionof the County’s
SewerRevenueRefundingBondsSeries1994A(the “RefundedBonds”)describedbelow:

M~The Arbitrage Group, Inc.
Telephone 713 522 8527
Facsimile 713 522 8471

www.thcarbitragegroup. cum

Maturitiesand
Maturitiesand SinkingFund

Original Amount Sinking Fund Datesto be
Amount to be Datesto be Optionally

Series Issued DatedDate Refunded Refunded Redeemed

l994A $28,670,000 01-01-1994 $25,520,000 07-01-2004-

07-01-2015,
Inclusive

Optional
Redemption

Dateand
Price

07-01-2004
@ 102%

07-01-2005-

07-01-2015,
Inclusive

ArbitrageComplianceConsultants
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At your request,we have independentlyverified thearithmetical accuracyof the computationsprovid-
ed to us by RBC Dam RauscherInc. which indicate: (1) the sufficiency of the receipts from the Ac-
quired Obligations togetherwith an initial cashdeposit to pay to and at early redemption the princi-
pal, interest, and early redemption premium on the RefundedBonds; and, (2) the “yields” to be con-
sidered by bond counselin its determination that the Bondsare not “arbitrage bonds” within the
meaningof Section148 of the Internal RevenueCodeof 1986,as amended. The term “yield,” as used
herein, meansthat discountrate which, when used in computing the presentvalue of all paymentsof
principal and interest on an obligation compoundedsemiannually using a 30/360-dayyear basis,pro-
ducesan amount equal to in the caseof the Bonds, the IssuePriceto the Public lessthe costof bond
insurance. For purposesof calculating the yield on the Bonds, certain Bondsmaturing July 1, 2015
are treated as redeemedon the early redemption date of July 1, 2014at an early redemption price of
100.0%, which producesthe lowestyield on the Bonds.

The original computations, along with certain assumptionsand information, were furnished to usby
RBC Dam Rauscher Inc. on behalfof the County. We have relied solelyon the assumptionsand in-
formation provided to usand havenot madeany study or evaluation of them, exceptas noted below.
We expressno opinion on the reasonablenessof the assumptions,or the likelihood that the debt ser-
vice requirementsof the RefundedBonds will be paid as describedin the accompanyingExhibits.

In the courseof our engagement,we were furnished by RBC Dam RauscherInc. with excerpts from
the Official Statementfor the RefundedBonds,the Official Statementfor the Bondsand copiesof the
initial and final subscription forms for the purchaseof the Acquired Obligations. We understandthat
the initial subscription form wasfiled on May 4, 2004. We comparedthe information containedin the
schedulesprovided by RBC Dam RauscherInc. with certain information setforth in suchdocuments
with respectto prices, principal paymentdatesandamounts, interest paymentdatesand rates, yields,
and redemptiondates and prices. We found that the information containedin suchschedulesprovided
to usby RBC Dam RauscherInc. wasin agreementwith the above-mentionedinformation setforth
in suchdocuments. In addition, wehave verified that, basedupon the table of interest rates payable
on United StatesTreasury Securities-- Stateand Local Government Seriesfor use on May 4, 2004,
the interest rates payable on the Acquired Obligations are at or belowthe maximum allowable interest
rate for eachmaturity date.

In our opinion, basedon the assumptionsand information provided by RBC Dam RauscherInc. on
behalf of the County, the computations in the schedulesprovided to us are arithmetically accurate.
The computations in the accompanyingExhibits prepared by us andthe comparable schedulesprovid-
ed to us indicate that:

(1) the receiptsfrom the Acquired Obligations together with an initial cashdepositof $0.78will
be sufficient to pay to and at early redemption the principal, interest, and early redemption
premium on the RefundedBonds; and,

(2) the yield of the Bonds, assumingcertain Bondsmaturing July 1, 2015 are treated asredeemed
on the early redemption date of July 1, 2014at an early redemption price of 100.0%, is
3.806199%.



S.
S• The Arbitrage Group, Inc.

Pima County, Arizona
May 11,2004
Page3

The terms of our engagementare suchthat wehave no obligation to update this report or to verify any
revisedcomputation becauseof eventsand transactions occurring subsequentto the date of this re-
port. This report is issuedsolely for your information and assistancein connectionwith the issuance
of the Bonds. This report is not to be quoted or referred to without our prior written consent.

Very truly yours,

l/Lt



Exhibits

A. SourcesandUsesof Funds

B. EscrowCashFlow

C-l. Debt ServiceRequirementsof the RefundedBondsto Maturity

C-2. Debt ServiceRequirementsof the RefundedBondsto Early Redemption

D. Receiptsfrom Acquired Obligations and Proof of Yield

B. Debt ServiceRequirementsof the Bonds to Maturity

F. Debt ServiceRequirementsand Proof of Yield on the BondsAssuming Certain Early Redemptions

G. Computationof Net Original IssuePremium



ExhibitA

Sourcesand Usesof Funds

Pima County,Arizona

SOURCES

PrincipalAmountof theBonds
AccruedInterest
NetOriginal IssuePremium

USES

$25,770,000.00
30,092.88

1,257,568.70

$27,057,661.58

PurchasePriceof AcquiredObligations
Initial CashDeposit
Costsof Issuance
Underwriter’sDiscount
AccruedInterest
Bond Insurance
Contingency

$26,603,324.00
0.78

84,750.00
257,700.00

30,092.88
81,768.60

25.32

$27,057,661.58



Requirements
of the

RefundedBonds
to EarlyRedemption

07/01/04 $0.78 $26,632,317.98 $26,632,318.75 $0.01

ExhibitB

Escrow Cash Flow

Pima County,Arizona

Beginning
Cash

Date Balance

DebtService
Receipts

from
Acquired

Obligations

Ending
Cash

Balance



Exhibit C-i

Debt ServiceRequirementsof the Refunded
Bonds to Maturity

Pima County,Arizona

Debt Service
Requirements

$8,684,503.75 $34,204,503.75

Early of the
Coupon Redemption RefundedBonds

Date Principal Rate Premium Interest to Maturity

07/01/04 $1,255,000.00 4.500% $627,018.75 $1,882,018.75
01/01/05 598,781.25 598,781.25
07/01/05 1,315,000.00 4.600% 2.000% 598,781.25 1,913,781.25
01/01/06 568,536.25 568,536.25
07/01/06 1,375,000.00 4.750% 2.000% 568,536.25 1,943,536.25
01/01/07 535,880.00 535,880.00
07/01/07 2,290,000.00 4.800% 2.000% 535,880.00 2,825,880.00
0 1/01/08 480,920.00 480,920.00
07/01/08 2,410,000.00 4.900% 2.000% 480,920.00 2,890,920.00
01/01/09 421,875.00 421,875.00
07/01/09 2,525,000.00 5.000% 2.000% 421,875.00 2,946,875.00
01/01/10 358,750.00 358,750.00
07/01/10 1,620,000.00 5.000% 2.000% 358,750.00 1,978,750.00
01/01/11 318,250.00 318,250.00
07/01/11 1,700,000.00 5.000% 2.000% 318,250.00 2,018,250.00
01/01/12 275,750.00 275,750.00
07/01/12 2,115,000.00 5.000% 2.000% 275,750.00 2,390,750.00
01/01/13 222,875.00 222,875.00
07/01/13 2,505,000.00 5.000% 2.000% 222,875.00 2,727,875.00
01/01/14 160,250.00 160,250.00
07/01/14 2,935,000.00 5.000% 2.000% 160,250.00 3,095,250.00
01/01/15 86,875.00 86,875.00
07/01/15 3,475,000.00 5.000% 2.000% 86,875.00 3,561,875.00

$25,520,000.00



Exhibit C-2

Debt ServiceRequirementsof the Refunded
Bonds to Early Redemption

Pima County,Arizona

DebtService
Requirements

Early of the
Redemption RefundedBonds
Premium to EarlyRedemption

*

* Couponratesareas shown in the Debt Service Requirements of the

RefundedBonds to Maturity.

Date Principal

07/01/04 $25,520,000.00

Coupon
Rate Interest

$485,300.00 $627,018.75 $26,632,318.75



Receiptsfrom Acquired Obligations

and Proof of Yield

Pima County,Arizona

ExhibitD

Coupon
Date Principal Rate Interest

07/01/04 $26,603,324.00 0.780% $28,993.98

PresentValueof
FutureReceipts

at05/11/04Using
aRateof

0.785814%

Receipts
from

Acquired
Obligations

$26,632,317.98 $26,603,324.00



ExhibitE

Debt ServiceRequirementsof the Bonds
to Maturity

Pima County,Arizona

$25,770,000
Serial Bonds DebtService

Requirements

Date Principal
of theBonds
to Maturity

$25,770,000.00 $8,300,251.07 $34,070,251.07

Coupon
Rate Interest

07/01/04 $180,557.29 $180,557.29
01/01/05 541,671.88 541,671.88
07/01/05 $1,425,000.00 2.000% 541,671.88 1,966,671.88
01/01/06 527,421.88 527,421.88
07/01/06 1,455,000.00 2.250% 527,421.88 1,982,421.88
01/01/07 511,053.13 511,053.13
07/01/07 2,335,000.00 2.625% 511,053.13 2,846,053.13
01/01/08 480,406.25 480,406.25
07/01/08 2,410,000.00 3.250% 480,406.25 2,890,406.25
01/01/09 441,243.75 441,243.75
07/01/09 2,485,000.00 5.000% 441,243.75 2,926,243.75
01/01/10 379,118.75 379,118.75
07/01/10 1,575,000.00 3.500% 379,118.75 1,954,118.75
01/01/11 351,556.25 351,556.25
07/01/Il 1,630,000.00 5.375% 351,556.25 1,981,556.25
01/01/12 307,750.00 307,750.00
07/01/12 2,050,000.00 5.500% 307,750.00 2,357,750.00
01/01/13 251,375.00 251,375.00
07/01/13 2,975,000.00 5.000% 251,375.00 3,226,375.00
01/01/14 177,000.00 177,000.00
07/01/14 3,430,000.00 5.000% 177,000.00 3,607,000.00
01/01/15 91,250.00 91,250.00
07/01/15 4,000,000.00 * 91,250.00 4,091,250.00

* Rates are as shownin Exhibit G.



Exhibit F

Debt ServiceRequirementsand Proof of Yield
on the Bonds AssumingCertain Early Redemptions

Pima County,Arizona

PresentValue
$25,770,000
Serial Bonds

Coupon
Principal Rate

$25,770,000.00 $8,200,251.08 $33,970,251.08 $26,975,892.98

PrincipalAmountof theBonds
Accrued Interest
BondInsurance
NetOriginal IssuePremium

$25,770,000.00
30,092.88

(81,768.60)
1,257,568.70

$26,975,892.98

* Includes $2,000,000 principal scheduled to mature on July 1, 2015. It is called on July 1, 2014 at par for arbitrage

Date

of Future
Debt Service
Requirements
of theBonds

Paymentsat
05/11/04 Using

aRateof
Interest to Early Redemption 3.806199%

$179,614.2407/01/04 $180,557.30 $180,557.30
01/01/05 541,671.88 541,671.88 528,779.51
07/01/05 $1,425,000.00 2.000% 541,671.88 1,966,671.88 1,884,008.44
01/01/06 527,421.88 527,421.88 495,817.31
07/01/06 1,455,000.00 2.250% 527,421.88 1,982,421.88 1,828,825.34
01/01/07 511,053.13 511,053.13 462,652.39
07/01/07 2,335,000.00 2.625% 511,053.13 2,846,053.13 2,528,391.74
01/01/08 480,406.25 480,406.25 418,815.37
07/01/08 2,410,000.00 3.250% 480,406.25 2,890,406.25 2,472,779.89
01/01/09 441,243,75 441,243.75 370,439.89
07/01/09 2,485,000.00 5.000% 441,24175 2,926,243.75 2,410,806.11
01/01/10 379,118.75 379,118.75 306,506.48
07/01/10 1,575,000.00 3.500% 379,118.75 1,954,118.75 1,550,343.56
01/01/11 351,556.25 351,556.25 273,706.07
07/01/11 1,630,000.00 5.375% 351,556.25 1,981,556.25 1,513,939.83
01/01/12 307,750.00 307,750.00 230,734.68
07/01/12 2,050,000.00 5.500% 307,750.00 2,357,750.00 1,734,703.18
01/01/13 251,375.00 251,375.00 181,493.93
07/01/13 2,975,000.00 5.000% 251,375.00 3,226,375.00 2,285,953.95
01/01/14 177,000.00 177,000.00 123,066.12
07/01/14 5,430,000.00 * 5.000% 177,000.00 5,607,000.00 3,825,677.90
01/01/15 41,250.00 41,250.00 27,619.41
07/01/15 2,000,000.00 4.125% 41,250.00 2,041,250.00 1,341,217.64

yield purposes.



Exhibit G

Computation of Net Original IssuePremium

Pima County,Arizona

Coupon Purchase
Price

Accrued Original Issue
Interest Premiuml(Discount)Date Principal Rate Yield Price

07/01/05 $1,425,000.00 2.000% 1.480% 100.584% $1,433,322.00 $791.67 $8,322.00
07/01/06 1,455,000.00 2.250% 1.940% 100.645% 1,464,384.75 909.38 9,384.75
07/01/07 2,335,000.00 2.625% 2.420% 100.614% 2,349,336.90 1,702.60 14,336.90
07/01/08 2,410,000.00 3.250% 2.810% 101.705% 2,451,090.50 2,175.69 41,090.50
07/01/09 2,485,000.00 5.000% 3.150% 108.710% 2,701,443.50 3,451.39 216,443.50
07/01/10 1,575,000.00 3.500% 3.420% 100.436% 1,581,867.00 1,531.25 6,867.00
07/01/11 1,630,000.00 5.375% 3.650% 110.750% 1,805,225.00 2,433.68 175,225.00
07/01/12 2,050,000.00 5.500% 3.870% 111.282% 2,281,281.00 3,131.94 231,281.00
07/01/13 2,975,000.00 5.000% 4.030% 107.349% 3,193,632.75 4,131.94 218,632.75
07/01/14 3,430,000.00 5.000% 4.150% 106.971% 3,669,105.30 4,763.89 239,105.30
07/01/15 2,000,000.00 4.125% 4.260% 98.808% 1,976,160.00 2,291.67 (23,840.00)
07/01/15 2,000,000.00 5.000% 4.260% 106.036% 2,120,720.00 2,777.78 120,720.00

$25,770,000.00 $27,027,568.70 $30,092.88 $1,257,568.70





$25,770,000

PIMA COUNTY, ARIZONA
SEWER REVENUEREFUNDING BONDS

SERIES2004

GENERALCERTIFICATE OF THE COUNTY

Theundersigned,Chair (the “Chair”) andClerk (the“Clerk”) oftheBoardof Supervisors
of Pima County, Arizona (the “County”), acting for and on behalfof the County, do hereby
certify asfollows with respectto the $25,770,000aggregateprincipal amountof Pima County,
Arizona, SewerRevenueRefundingBonds,Series2004 (the “Bonds”), issuedby the County
pursuantto ResolutionNo. 1991-138adoptedby theBoardof Supervisorsofthe CountyonJune
18, 1991, asamendedby ResolutionNo. 1991-183adoptedby the Board of Supervisorsofthe
County on August 6, 1991 (collectively, the “Master Resolution”), as supplementedby
ResolutionNo. 2004-58, passed,adoptedand approvedby the Board of Supervisorsof the
County on March 9, 2004 (the “Supplemental Resolution” and, together with the Master
Resolution,the “Bond Resolution”), authorizingandproviding for the issuanceandsaleof the
Bonds:

1. They are the duly electedor appointed,qualified and acting Chair and Clerk,
respectively,of the Board of Supervisorsof the County and, as such, are familiar with the
mattersset forth belowandthebooks,recordsandproceedingsof theCounty.

2. A regularmeetingof the Board of Supervisorsof the County was duly called,
noticedandheldonMarch 9, 2004, in accordancewith the lawsofthe StateofArizona. Copies
of the notice and agendafor suchmeetingareattachedheretoasExhibit A. The Supplemental
Resolution,asexecutedby the Chair andattestedby the Clerk, is in the sameform and text as
the copy of suchResolutionthat was beforeand adoptedby the Board of Supervisorsof the
Countyatthe meetingof March 9, 2004.

Name Office
SharonBronson ChairandSupervisor
Ann Day Supervisor
RamónValadez Supervisor
RayCarroll Supervisor
RichardElIas Supervisor

To the best of our knowledge, there is no litigation pending or threatenedaffecting or
questioningin anymannerwhatsoevertherightsof theChairor the SupervisorsoftheCountyto
their respectiveofficesoraffectingtheorganization,existenceorpowersoftheCounty.

3,
duly elected,
oppositetheir

Thepersonsnamedbelow wereon March9, 2004, andareon thedatehereof,the
qualified and acting membersand incumbentsof the office of the County set
respectivenames:

298692 1



4. The County is a political subdivisionduly organizedand validly existing under
the Constitutionand laws of the Stateof Arizona andhad, and has,full legal right, powerand
authorityto adopt,executeanddeliver, as appropriate,theSupplementalResolution,the Bonds,
theDepositoryTrustAgreement,datedasof May 1, 2004 (the “Depository TrustAgreement”),
betweenthe County and J.P. MorganTrust Company,National Association(the “Depository
Trustee”),the Bond Registrar,TransferAgent andPayingAgentAgreement,datedasof May 1,
2004(the “Bond Registrarand PayingAgentAgreement”),betweenthe CountyandJ.P. Morgan
Trust Company,NationalAssociation(the “Registrar”), the ContinuingDisclosureUndertaking,
datedMay 11, 2004 (the “Continuing DisclosureUndertaking”),enteredinto by the County, and
all the otherdocuments,instrumentsand certificatescontemplatedtherein (all of the foregoing
arehereinaftercollectivelyreferredto asthe“County Documents”)andto authorizeandissuethe
Bondsandto carryout thetransactionscontemplatedby the CountyDocuments;andthe County
Documentshavebeenduly authorized,executedand deliveredby the Countyand arethe legal,
valid andbindingspecialobligationsoftheCounty enforceableagainstthe Countyin accordance
with their respectivetermsand, in the caseofthe Resolution,havenot beenamended,modified
or repealedin any respectsubsequentto their executionand arein full force and effect on the
datehereof

5. The executionand delivery of the County Documentsand compliancewith the
provisionsthereofwill not conflict with or constitutea breachof or default under any law,
governmentalrule or regulation,judgment,order, writ, injunction, consentdecree,agreement,
ordinance,resolution, or otherinstrumentto which theCountyis apartyor to which it or any of
its property is subject, and doesnot require any consentor approvalby any governmental
authority,agencyor bodynot alreadyobtained.

6. The Chair and the Clerk hereby authorize, ratify and adopt the facsimile
signaturesof the Chair and the Clerk executingand attesting,respectively,the Bonds in the
aggregateprincipal amountof $25,770,000issued under the SupplementalResolutionin the
form of fully-registeredbonds without coupons,in the denominationof $5,000, or integral
multiples thereofand bearinginterest from the date of the Bonds to the maturity or earlier
redemptionofeachoftheBonds,asfollows:

Maturity Date
(July 1) Principal Amount InterestRate
2005 $1,425,000 2.000%
2006 1,455,000 2.250%
2007 2,335,000 2.625%
2008 2,410,000 3.250%
2009 2,485,000 5.000%
20t0 1,575,000 3.500%
2011 1,630,000 5.375%
2012 2,050,000 5.500%
2013 2,975,000 5.000%
2014 3,430,000 5.000%
2015 2,000,000 4.125%
2015 2,000,000 5.000%
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7. All representationsand warranties of the County contained in the County
Documentsarc true, correctand completein all material respectsasof the datehereofand the
Countyhassatisfiedandperformedall of the conditionsandagreementsrequiredin the County
Documentsto be satisfiedor performedby the Countyat orprior to this datein connectionwith
the issuance,saleand delivery of the Bondsin the mannerand with the effect contemplatedin
the County Documentsand, as of the datehereof,to the bestknowledgeof the County, no
default or eventof default hasoccurred,norhasany eventoccurredwhich, with the giving of
notice orthepassageof time, orboth,will constituteadefaultor aneventofdefaultwith respect
to the CountyDocuments.

8. Exceptas describedin the Official Statement,datedMay 4, 2004 (the“Official
Statement”), preparedin connection with the sale of the Bonds, there is no action, suit,
proceeding,inquiry, or investigationat law or in equity, or before or by any public boardor
body, pendingor, to the knowledgeof the undersigned,threatenedagainstthe County, which
questionsits rightto set ratesandcollectRevenueswith respectto its sewersystemorpledgethe
Net Revenuesassecurityfor paymentof theprincipal ofand intereston the Bonds,orquestions
its right to issuesecurities,including the Bonds,or to restrainor enjoin the issuance,offer and
saleofthe Bonds,or in anyway affectingor questioningany authorityfor or the validity of the
County Documents,the Bondsor theproceedingsfor the issuancethereofor the County’s right
to usethe proceedsof the Bondsin the mannercontemplatedin the SupplementalResolution,
which, if determinedadverselyto the County or its interests,individually or in the aggregate,
would have (a) a material adverseeffect upon the financial condition, assets,propertiesor
operationsoftheCounty,or (b) amaterialadverseeffecton thetransactionscontemplatedby the
Official Statement,datedMay 4, 2004 (the “Official Statement”),preparedand distributedin
connectionwith the offer and sale of the Bonds,or (c) an adverseeffect on the validity or
enforceabilityof the County Documents,(d) a material adverseeffect on the Net Revenues
pledgedfor the paymentof theprincipalof andintereston theBonds,or (e) impair the County’s
ability to complywith therequirementssetforth in the SupplementalResolution.

9. The Countyis not in defaultwith respectto any order or decreeof any court or
any order, regulationor demandofany Federal,state,municipalor governmentalagency,which
default would materiallyand adverselyaffect the existenceor operationof the County or its
propertiesor the execution,delivery, receiptand theperformanceof the County Documentsor
theotheragreementscontemplatedthereby.

10. J.P.MorganTrust Company,National Association,asRegistrar,pursuantto the
SupplementalResolution and the Bond Registrarand Paying Agent Agreement,is hereby
authorizedanddirectedto authenticatethe fully-registeredBondsand to receiptfor anddeliver
said Bonds to RBC Dam RauseherInc. (the “Underwriter”), pursuantto The DepositoryTrust
Company’sF.A.S.T. closingprocedures,afterauthenticationand upon appropriateevidenceof
payment by the Underwriter therefor of $26,718,192.98,representing(a) $25,770,000.00
principal amount thereof, plus (b) accruedinterest of $30,092.88plus (c) net premium of
$1,257,568.70,less (d) an underwriter’sdiscountof $257,700.00retainedby the Underwriter,
andless(e) $81,768.60premiumpaidto FinancialSecurityAssuranceInc. for the issuanceof its
municipal bond insurancepolicy, insuring payment of the Bonds, which was paid by the
Underwriteron behalfof the County. The Treasurerof the County andthe DepositoryTrustee
will depositandapplythe proceedsofthe saleoftheBondsreceivedasprovidedin Section7 of
the SupplementalResolutionandSection2 of theDepositoryTrustAgreement.
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11. To the best knowledge, information and belief of the undersigned, (a) the
descriptionandstatementscontainedin theOfficial Statementdistributed,andall representations
made,by the County and its supervisors,officers and employeesin any mannerwhatsoeverin
connectionwith the offer and saleof theBonds,were, onMay 4, 2004, the dateofthe County’s
Bond PurchaseAgreementwith the Underwriter,and are on the datehereof, true, correctand
completein all material respectsand do not containany untrue statementof a material fact or
omit to stateany materialfactwhich should be includedthereinfor the purposesfor which the
Official Statementareto be usedor which is necessaryin order to makethestatementstherein,
in light of the circumstancesunderwhich theyweremade,not misleading,(b) sincethe dateof
the Official Statement,therehasbeenno materialadversechangein the powers,properties,
results of operations or financial position of the County, other than as set forth in or
contemplatedby the Official Statement,and (c) sincethe date of the Official Statement,the
County has not enteredinto any transactionor incurred any liability which will materially
adverselyaffectthe ability ofthe Countyto carry outandperformits obligationspursuantto the
SupplementalResolution.

12. Except as describedin the Official Statement, the County is currently in
compliance with its reporting requirementspursuant to all prior Continuing Disclosure
Undertakings.

13. To the best of our knowledge,no public officer, supervisoror employeeof the
Countyhasbeencompensatedor will be compensatedfor actingassuchin connectionwith the
issuance,sale and delivery of the Bonds,exceptthat they may be reimbursedfor their actual
expensesincurredin theperformanceoftheir dutiesassuchofficers, supervisorsor employees
of the County andno officer, supervisoror employeeof the County, or relativeof suchofficer,
supervisoror employee,has any “substantialinterest” (as defined in Section 3 8-502 of the
ArizonaRevisedStatutes)in anyofthetransactionscontemplatedby theCountyDocuments.

14. All of the bondsidentified in the SupplementalResolutionasthe “Bonds to be
Refunded” are outstandingand unpaid on the date hereofand their paymenthasnot been
providedfor otherthanthroughtheissuanceof theBonds.

15. The Bondsarepayablesolely from apledgeof, andaresecuredby afirst lien on,
and are on a parity with the County’s SewerRevenueBonds,Seriesof 1993, SewerRevenue
Bonds,Series1 994B, SewerImprovementand RefundingRevenueBonds,Series1998, Sewer
RevenueRefunding Bonds, Series 2001, and certain loan agreementsbetweenthe Water
Infrastructure Finance Authority of Arizona and the County, as borrower, enteredinto in
February1996,June1997, October2000,December2001, andMay 11, 2004with respectto Net
Revenues,and, otherthanasdescribedin theBond Resolution,theNet Revenueshavenot been
pledgedorhypothecatedin anymanneror for any purpose,and, exceptfor the above-described
parity obligations,thereareno bonds,judgments,notes,certificatesor indebtednessof any kind
or characterwhatsoeveroutstandingpayablefrom NetRevenues.

16. Any defined term identified hereinby an initial capital letter but not otherwise
definedhereinshallhavethemeaningascribedto it in theResolution.
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Dated: May 11,2004

PIMA COUNTY, ARIZONA

By:__
Chair,BoardofSupervisors

By:~J~
Clerk. Board of Supervisors
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EXH~1EITA

AGENDA, BOARD OF SUPERVISORS’ MEETING

BOARD OF SUPERVISORS HEARING ROOM

130 W. CONGRESS, 1ST FLOOR

NOTES/ACTION

1. ROLL CALL

2. INVOCATION

MARCH9, 2004 9:00 A.M.

3. PLEDGE OF ALLEGIANCE

4. PAUSE 4 PAWS

EXECUTIVE SESSIONS

~W BUSINESS

17. COUNTy ADMINISTRATOR

C. Sewer Revenue Refunding Bonds

RESOLUTION NO. 2004 - 58 , providing for

the issuance and sale of Pima County, Arizona
Sewer Revenue Refunding Bonds, Series 2004;
providing for the payment of the Bonds;
providing terms, covenants and conditions
concerning the bonds; confirming the sale of
the bonds to the purchaser thereof;
authorizing and directing the execution and
delivery of documents and the redemption of
certain outstanding bonds; appointing an
initial bond registrar and paying agent and a
depository trustee for the bonds; and
declaring an emergency.

EXHH3~TA
18. CALL TO THE PUBLIC

19. ADJOURNMENT



S25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUEREFUNDING BONDS
SERIES2004

CERTIFICATE OF THE COUNTY
RESPONSIVE TO BOND PURCHASE AGREEMENT

Responsive to the Bond PurchaseAgreementdatedMay 4, 2004 (the “Bond Purchase

Agreement”)betweenPima County, Arizona (the “Issuer”) andRBC Dam RauscherInc. (the
“Underwriter”), I, theundersigned,do herebycertify asfollows:

(i) the representationsand warrantiesof the Issuercontainedhereinare true and
correctin all materialrespectsonandasoftheClosingDateasif madeon theClosingDate;

(ii) exceptasdescribedin the Official Statement,no litigation or proceedingagainst
the Issueris pendingor, to my knowledge,threatenedin any courtor administrativebody nor is
therea basis for litigation which would (a) contestthe right of the membersor officials of the
Issuerto hold and exercisetheir respectivepositions, (b) contestthe due organizationand valid
existenceof the Issuer,(c) contestthevalidity, dueauthorizationand executionof the Bondsor
the IssuerDocumentsor (d) attemptto limit, enjoin or otherwiserestrict or preventthe Issuer
from functioningandcollectingNetRevenues,includingpaymentson theBonds,pursuantto the
Bond Resolution,andotherincomeor theanticipatedreceiptoftheNefRevenues;

(iii) the resolutions of the Issuer authorizing the execution, delivery and/or
performanceofthe Official Statement,the BondsandIssuerDocumentshavebeenduly adopted
by theIssuer,arein full forceandeffect andhavenotbeenmodified,amendedorrepealed;

(iv) the financialstatementsoftheIssuerincludedin the Official Statementweretrue,
correctand completeas of June30, 2003, and are true, correctand completeas of the date
hereof,and anyother financialstatementsandstatisticaldataincludedin theOfficial Statement,
includingwith respectto the System,aretrueand correctasofthedatehereof;

(v) subsequentto June30, 2003, the Issuerhasnot incurredany material liabilities,
direct or contingent,nor hastherebeenanymaterial adversechangein the financial position,
resultsof operationsor condition, financial or otherwise,of the Issuerthat arenot describedin
the Official Statement,whether or not arising from transactionsin the ordinary course of
business;and

(vi) to the bestof my knowledge,no eventaffectingthe Issuerhasoccurredsincethe
date of the Official Statementwhich should be disclosedin the Official Statementfor the
purposefor which it is to beusedorwhich it is necessaryto disclosethereinin orderto makethe
statementsand information therein, in light of the circumstancesunder which made, not
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misleading in any respectas of the Closing, and the information containedin the Official
Statementis correctin all materialrespectsand,as of the dateof the Official Statementdid not,
and asof the Closingdoesnot, containany untrue statementof a materialfact or omit to statea
materialfact requiredto be statedthereinor necessaryto makethe statementsmadetherein,in
the light of the circumstancesunder which they were made, not misleadingin any material
respect.

All capitalizedterms usedhereinshallhavethe meaningsassignedto suchterms in the
Bond PurchaseAgreement.

[Remainderofpageleft blank intentionally}
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Dated: May 11, 2004

PIMA COUNTY, ARIZONA

~
)CCarofl{oyI’chalk

Directorof Finance
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$25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES 2004

TAX CERTIFICATE ANDAGREEMENT

THIS TAX CERTIFICATEAND AGREEMENT (the “Tax CertificateandAgreement”)
is executedasof May 11, 2004,by PimaCounty,Arizona(the “County”), in connectionwith the
executionand delivery on the date hereof of the County’s $25,770,000aggregateprincipal
amount SewerRevenueRefundingBonds,Series2004(the “2004 Bonds”).

The undersignedis an officer of the County who is charged,with others, with
responsibilityfor executinganddelivering the 2004 Bonds. The undersignedis an authorized
representativeof the Countyandis acting for andon behalfof the Countyin executingthis Tax
CertificateandAgreement.

This Tax Certificateand Agreementsets forth variousfacts regardingthe 2004 Bonds
andestablishesthe reasonableexpectationsof the Countyas to future eventsregardingthe 2004
Bondsandthe useof the saleproceedsandthe investmentproceedsof the 2004Bonds. The
certifications and representationsmade herein are intended, and may be relied upon, as a
certificationdescribedin Section1. 148-2(b)(2)oftheIncomeTax Regulations.

This Tax Certificate andAgreementalsosetsforth certainterms andconditionsrelating
to therestrictionson the useandinvestmentofthe saleproceedsandtheinvestmentproceedsof
the 2004Bonds in orderthat the intereston the 2004Bondswill be excludedfrom grossincome
for federalincometaxpurposes.

NOW, THEREFORE,the County herebycertifies,covenants,representsandagreesas
follows:

ARTICLE I
GENERAL

Section1.1 Authorization. The 2004 Bonds are being issued under authority of
ResolutionNo, 2004-58,adoptedby the Boardof Supervisorsof the County (the “Board”) on
March9, 2004,supplementingResolutionNo. 1991-138adoptedby theBoardon June18, 1991,
as amendedby the Board onAugust6, 1991 (collectively, the ‘Resolution’) for thepurposeof
refunding and redeemingon July 1, 2004, the Bonds to be Refunded, as describedin the
Depository Trust Agreement, datedas of May 1, 2004 (the “Depositoiy Trust Agreement’)
between the County and J.P. Morgan Trust Company, National Association, as depository trustee

thereunder,andto paycostsofissuanceofthe2004 Bonds.

Section1.2 Definitions. Capitalized terms used herein, which are not otherwise
definedherein,shallhavetherespectivemeaningssetforth in theResolutionor, if notdefinedin
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the Resolution,in Sections103 and 141 through 150 of the Internal RevenueCodeof t986, as
amended(the “Code”) andthe IncomeTax Regulationspromulgatedpursuantthereto,including
thoseIncomeTax Regulationspromulgatedunder Section103(c) of the Internal RevenueCode
of 1954 thatareapplicableundertheCode(collectively,the ‘Regulations”).

Section1.3 Purposeofthe2004Bonds and theBonds to be Refunded.

(a) The 2004 Bondsarebeingissuedfor the following purposes:

(i) To refund and redeemon July 1, 2004 all of the $25,520,000
outstanding principal amount of Sewer Revenue Refunding Bonds, Series 1 994A
of theCounty(the “Bonds to be Refunded”); and

(ii) To pay costs related to the issuanceof the 2004 Bonds,including
thepremiumfor the municipal bond insurancepolicy (the “Policy “) to be issued
by FinancialSecurityAssuranceInc.(the “Insurer”), which will insure payment
of theprincipal of andinterestonthe 2004Bonds.

(b) The Bonds to be Refundedwereissuedby the County for the purposeof
refunding previously issued bonds, which were issued for the purposeof making various
improvementsto thesewersystemofthe County.

Section1.4 Basis for Certificate and Reliance on Other Parties. This Tax
Certificate andAgreementis basedon facts, estimates,andcircumstancesin existenceon the
date hereof, which is the Closing Date of the 2004 Bonds, and to the best knowledge,
informationandbelief of the undersigned,the expectationsset forth in this Tax Certificate and
Agreement are reasonable. The expectationsof the County concerning certain uses of the
proceedsofthe2004Bondsandothermatterssetforth in this TaxCertificateandAgreementare
based in whole or in part on representationsandcertifications of other parties set forth in this
TaxCertificateandAgreementandaccompanyingclosingcertificates(including specificallythat
certainVerification Report, datedthe date hereof, prepared by The Arbitrage Group, Inc. (the
“Ver~flcationReport”). The Countyis not awareof anyfacts or circumstancesthatwould cause

it to question the accuracy or reasonableness of any representation or certification made in this
Tax Certificate and Agreement andaccompanying certificates or the Verification Report.

Section 1.5 Pre-IssnanceAccrued Interest. The County will receive amounts
representing “pre-issuance accrued interest” (as defined in Regulations §1.148-1(b)),which will

be applied to the payment of a portion of the interest coming due on the 2004 Bonds on July 1,
2004. Pursuant to the definition of “sale proceeds” in Regulations §1.148-1(b),pre-issuance
accruedinterestis excludedfrom saleproceedsand, consequently,doesnot constituteproceeds
of the 2004 Bonds. No portion of the pre-issuance accrued interest will give rise to “investment

proceeds” (as defined in Regulations §1.148-1(b)). The amountrepresentingsuchpre-issuance
accrued interest will be depositedby theCountyin the RevenueFund established with respect to
the 2004 Bonds, and, togetherwith any investmentearningsthereon,will be applied and, in
accordancewith Regulations§ 1.148-6,allocatedto the paymentof the interestcoming dueon
the2004BondsonJuly 1, 2004.
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Section1.6 Private Activity Bond Representations. For purposes of establishing
that the 2004 Bonds are not private activity bonds,the proceedsof the 2004 Bonds usedfor
refunding purposes aretreatedin the samemanneras the proceeds of the Bondsto be Refunded.
Onthat basis, the County makesthe following certifications and representations:

(1) Not morethantenpercent(10%)of the paymentof principal of or
interest on the Bonds to be Refunded and the 2004 Bonds were or will be, directly or indirectly,
(i) securedby any interest in (A) propertyusedor to beusedfor aprivatebusinessuseby any
person other than a state or local governmental unit, or (B) payments in respect of such property,
or (ii) derivedfrompayments(whetherornot to the County), in respect of property, or borrowed
money,usedor to beusedfor a private businessuseby any personother thanastateor local
governmentalunit.

(2) Not more than 5% of the proceedsof the Bonds to be Refunded
and the 2004 Bonds were or will be used, directly or indirectly, to make or finance loans to
persons other than a state or local governmental unit.

The Countyhascovenantedin theResolutionthat it will takeor causeto betaken
all actions that may be requiredof it for the interest on the 2004 Bonds to be andremain
excludedfrom gross income for federal incometax purposes. The County understandsthat
included within such covenant is the covenant to prevent the 2004 Bonds from being or
becoming “private activity bonds” within the meaning of Section 141 of the Code and
Regulations thereunder in a manner which would adversely affect the tax-exemptstatusof such
intereston the 2004 Bonds. The County acknowledges that it hasbeenadvisedby BondCounsel
regardingcertain restrictionsand limitations on the amount andtypes of “private payments”
which the County may derive, directly or indirectly, with respectto the property financedwith
the proceeds of the Bonds to be Refunded to prevent the 2004 Bonds from being or becoming
private activity bonds. The County hereby covenants that it will, andreasonablyexpectsthat it
can, comply with such restrictions and limitations.

Section 1.7 Single Issue for Arbitrage Purposes. No obligations other than the 2004
Bonds are (i) being sold at substantially the same time (i.e., within fifteen (15) days)as the 2004
Bonds, (ii) being sold pursuantto the sameplan of financing as the 2004 Bonds,and (iii)
reasonably expected to be paid from substantially the same source of funds as the 2004 Bonds,
determinedwithout regardto guaranteesfromunrelatedparties. The Countyexpectson thedate
hereof to enter into a direct loan agreement with the Water Infrastructure Finance Infrastructure

Authority (“WIFA “) to finance or refinance$18,015,219of improvementsto the System(the
“WIFA Loan“). The WIFA Loan is not financing the same property as the 2004 Bonds; it is a

single, private loan from WIFA and is not being publicly offered, as are the 2004 Bonds; and
therefore,theWIFA Loan is not securedthroughthe offering of any securitiesof the Countyor
through any commonplan of marketing with the 2004 Bonds. Finally, the interest rate on the
WIFALoan is subsidized by WIFA.

Section1.8 Redemption of Bonds Being Refunded. The Bonds to beRefundedare
being redeemed on the first datesthat suchmaturitiescan be called for redemption. The Bonds
to be Refundedwill be redeemedwithin 90 daysafter the dateof issuanceof the 2004 Bonds;
therefore,the 2004 Bondswill beacurrentrefundingof the Bonds to beRefunded.
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Section1.9 2004 Bonds not HedgeBonds. None of the Gross Proceedsof the 2004
Bonds will be investedin an investmentwith a substantiallyguaranteedyield for 4 years or
more, and thus not more than fifty percent (50%) of the proceeds of the 2004 Bonds will be
invested in investments having a substantially guaranteed yield for four years or more.

Section 1.10 No Federal Guarantee. The payment of the principal of and interest on
the 2004 Bonds is not directly or indirectly guaranteed by the United States of America or any
agencyor instrumentalitythereof,all within themeaningof the CodeSection149(b).

Section1.11 No Sale of FinancedProperty. The County doesnot expect to sell or
otherwise dispose of all or a portion of its interestin the propertybeingrefinancedby the 2004
Bondsprior to the maturityof the 2004Bonds,exceptfor minor partsor portionsthereofasmay
be disposedof in the ordinary course of business due to normal wear, obsolescence or
depreciation.

Section1.12
identification number
designated as issue 3 02.

EIN and Sequence of Issue. The County’s federal employer
is 86-6000543. For purposesof filing Form 8038-0,the 2004 Bondsare

ARTICLE II
ARBITRAGE

Section2.1 Initial Offering to the Public. RBC Dam RauscherInc., the underwriter
for the 2004Bonds(the “Underwriter”), hascertifiedto theCountythatthe initial offering price
of the 2004 Bonds is as set forth in the Underwriter’s Certificate of even date herewith, all within
themeaningof CodeSections148(h) andI273(b)(l).

Section2.2 SaleProceeds.

(a) Sourcesof Proceeds.Original proceedsof the2004Bondsare as follows
andasappearin Exhibit A to this Tax CertificateandAgreement:

FaceAmount
PlusNet BondPremium
PrincipalProceeds

PlusPre-IssuanceAccruedInterest
LessUnderwriter’sDiscount
NetPrincipalProceeds

$25,770,000.00
$1,257,568.70

$27,027,568.70

$30,092.88
($257.70QQ0)

Subtotal
LessInsurancePremium
Less Costs of Issuance(other than
Underwriter’sDiscount)
Original Proceeds

$26,799,961.58
($81,768.60)

($84,775.32)
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(b) Use of Proceeds. The sale proceeds of the 2004Bondsareexpectedto be
needed and fully expended as follows:

(i) (i) An amountof $81,768.60will bewired by the Underwriter
on behalfof the Countyto the Insurer as paymentfor the premiumdue for the
InsurancePolicy;

(ii) An amount of $30,092.88 representing pre-issuanceaccrued
interestwill be depositedinto the Bond Fund establishedby the Resolutionfor
paymentof the 2004 Bondsandwill be appliedto the first interestpaymentto
comedueon the 2004 Bondson July 1, 2004;

(iii) An amountof $26,603,324.78will be depositedin accordancethe
DepositoryTrust established pursuant to the Depository Trust Agreement, and
will be usedto purchaseon the datehereofaportfolio of obligationsissuedor
guaranteed by the United States Government, State and Local Government
Securities (the “Government Obligations”), the maturing principal of and
investment income from which will be sufficient to pay the principal of, premium
andintereston the Bondsto beRefunded;and

(iv) An amountof $84,775.32will be depositedin accordancewith the
Depository Trust established pursuant to the Depository Trust Agreement, and
will beusedto paythe costsof issuanceof the2004Bonds.

Section2.3 No Overissuance.The total proceedsto be receivedfromthe saleof the
2004 Bondsandanticipatedinvestmentearningsthereondo not exceedthe total of the amount
necessaryto finance the governmentalpurposes for which the 2004 Bonds are issued as
describedabove.

Section2.4 Investment of Proceeds. No portion of the 2004 Bonds is being issued
solely for the purpose of investing the proceedsat a yield higher thanthe yield on the 2004
Bondsor to replacefundswhich were used,directly or indirectly, to acquireinvestmentswith a
yield higher than the yield on the 2004 Bonds.

Section2.5 Funds and Accounts.

(a) General. The following funds and accounts are created and established
under the Resolution and the Depository Trust Agreement:

(i) The Revenue Fund;

(ii) The BondFund;

(iii) The ReimbursementFund;

(iv) The ReserveFund;

(v) TheRebateFund;
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(vi) The SystemDevelopmentFund; and

(vii) The DepositoryTrust.

The County certifies that the following subsections accurately reflect various matters
relatingto thescfunds andaccounts.

(b) The RevenueFund, OperationandMaintenanceExpensesandBondFund.
All Revenuesareto be depositedin theRevenueFund. Amountsin the RevenueFundareto be
disbursedmonthly to the OperationandMaintenanceFund to pay OperatingExpenses. Then
amountsin the RevenueFund are to be depositedmonthly to the Bond Fund to accumulate
amounts due to be paid for interest on andprincipal of all ParityBondsOutstanding. The Bond
Fundwill be usedprimarily to achieveapropermatchingof revenuesanddebt servicewithin
each bond year, and is expectedto be depletedat least onceeachyearexcept for a reasonable
carryoveramountnot to exceedthe greaterof (i) the earningson investmentof the moneysin
this fund for the immediately preceding bond year, or (ii) one-twelfth (1/12th) of the debt service
on all Parity Bonds for the immediatelyprecedingbondyear. Amounts depositedin the Bond
Fundwill beexpendedto paydebtserviceon Parity Bondswithin thirteen(13) monthsfrom the
dateof depositby the Countypursuantto theBondResolution.

Amounts depositedinto the Bond Fund for the purposeof paying current debt
service on the Bonds may be invested at an unrestricted yield for a period not exceeding thirteen
(13) months from the date of the first deposit of such amountsto such fundsand, thereafter,at a
yield not materially higher than the yield on the Bonds. For investments of amounts in the Bond
Fund, materially higher meansone-thousandthof onepercentagepoint (0.001%). Earningson
amountsdepositedin the Bond Fundas describedin Subsection2.2(b)(i) may be investedat an
unrestrictedyield for aone (1) yearperiod from the date of receiptthereofand, thereafter,at a
yield not materiallyhigherthantheyield on theBonds. For investmentsof amountsdescribedin
the preceding sentence, materially higher means one-eighth of onepercentagepoint (0.125%).
Except as provided in Section 4.8 hereof, amountsin the Bond Fund will be subjectto the
arbitragerebaterequirementsof Section148(f) of theCode.

(c) ReimbursementFund. The ReimbursementFund is to receivedepositsof
Revenues if necessary due to a Drawdown to accumulate Policy Costs to bepaidto aReserve
FundGuarantor.

(d) ReserveFund. The ReserveFund is to receiveRevenuesif necessaryto
cause the Reserve Value to equal the Reserve Requirement. The ReserveFund is a common
reserve fund for all of the ParityBonds,including the 2004Bonds. Upon issuanceof the 2004
Bonds, no proceedswill be usedto fund the ReserveRequirementor to pay a premiumfor a
Reserve Fund Guaranty. In addition, the Reserve Fund will not contain cash or investments for
anyof the Parity Bonds,but rathertheReserveRequirementwill be satisfiedby existingReserve
FundGuarantiesconsistingof suretybondsmeetingtherequirementsoftheResolution.

(e) RebateFund. The Countyhascovenantednot to usemoneysof any fund
or accountin connectionwith the 2004 Bonds in amannerwhich will causethe 2004 Bonds to
be arbitragebondswithin the meaningof CodeSection 148. To that end, the RebateFund is
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createdunder the Resolutionandwill be fundedto the extentrequiredfrom transfersfrom the
other funds or from Revenues. The County shall deposit into the RebateFund anypayments
receivedin accordancewith this Tax CertificateandAgreementfor purposesofpayingrebateto
the United States Treasury and so identified. The amount requiredto beheldin theRebateFund
at any point in time is determinedpursuantto the requirementsof the Code, including
particularly CodeSection 148(t) and the Regulations promulgated thereunder. Moneys in the
RebateFund are neitherpledgedto nor expectedto be usedto pay debt service on the 2004
Bonds.

(f) SystemDevelopmentFund. The SystemDevelopmentFund is to receive
moneysfrom the RevenueFundnot neededfor the requirementslistedabove,andmaybeused
for System extensions and betterments, for unbudgeted maintenance and operation expenses, to
redeem Parity Bonds subject to optionalredemptionor to purchaseanddischargeParity Bondsin
the openmarket, to pay generalobligation bondsissuedby the County for Systempurposes,to
make loans to the County,or for any lawful Systempurpose.

(g) Depository Trust. As described above, substantially all of the amounts in
the Depository Trust will be used to purchasethe GovernmentObligations, the maturing
principal of and investmentincome from which will be sufficient to pay the principal of,
premium andintereston the Bonds to be Refundedas eachbecomesdue, and to redeemthe
Bondsto beRefundedon July 1, 2004. Proceedsof the 2004 Bonds in theDepositoryTrust
generallymay be investedat an unrestrictedyield for aperiodof 90 days from the datehereof
andthereafterat aratenot materiallyhigher thanthe yield on the 2004 Bonds. For investments
of amountsin the DepositoryTrust, materially higher meansone-thousandthof onepercentage
point (0.001%). All such investments in the Depository Trust will be subjectto the arbitrage
rebaterequirementsof CodeSection148(f).

Section2.6 No Replacement. Other thanproceedsof the 2004 Bonds, neither the
County nor any personrelatedto it within the meaningof Code Section 147(a) (a “Related
Person“) hason handanyfundswhich could legally andpracticallybeusedfor the purposesfor
which the 2004 Bonds are being issued,andwhich are not pledged,budgeted,earmarkedor
otherwisenecessaryto be usedfor otherpurposes. Accordingly, no portionof the proceedsof
the 2004 Bondswill be used(i) directly or indirectly to replacefunds of the County or any
RelatedPersonthat could be usedfor the purposesfor which the2004Bondsarebeingissued,or
(ii) to replace any proceeds of any prior issuance of obligations by the County or any Related
Person.

Section2.7 No Other Sinking or Pledged Funds. Except for the Bond Fund, no
other funds or accountshavebeenor are expectedto be established,andno moneysor property
have been or are expected to be availableorpledged(no matterwhereheldor thesourcethereof)
which are expectedto beusedor availableto pay, directly or indirectly, principal or intereston
the 2004 Bonds, or restrictedso as to give reasonableassuranceof their availability for such
purposes.

Section2.8 No Abusive Arbitrage Device. The County certifies, warrants and
covenantsthat the 2004 Bonds are not and will not be part of a transactionor series of
transactionsthat (i) attempts to circumvent the provisions of Code Section 148 andrelated

310450 -7-



Regulations,thereby enabling the County to exploit the difference betweentax-exemptand
taxable interest rates to obtain a material financial advantage,and (ii) overburdensthe tax-
exemptbond market in any manner,including, without limitation, issuing more bonds,issuing
bonds earlier, or allowing them to remain outstandinglonger than is otherwise reasonably
necessary to accomplish the governmental purpose of the2004 Bonds.

Section2.9 No Reimbursement. Other than any reimbursementexpenditures
meetingtherequirementsof Regulations§ 1.150-2(d)or (f), no portionofthe proceedsfrom the
saleof the 2004 Bonds andthe earningsfrom the investmentof suchproceedswill be usedto
reimbursetheCountyfor expendituresby the Countyprior to thedatehereof

Section2.10 No TransferredProceeds. All of the proceedsof the Bonds to be
Refunded were expended for the governmental purposes thereof prior to the issuance of the 2004
Bonds. Therefore, therewill beno TransferredProceedswith respectto the2004Bonds.

Section2.11 Universal Cap. Notwithstanding any restrictions on the investment of
the proceedsof the 2004 Bonds and TransferredProceeds(of which thereare none), such
amounts shall be allocatedandremainallocatedto the 2004 Bonds, andthus besubjectto the
restrictions in this Tax Certificate and Agreement,only to the extent that the value of the
investmentsallocatedto suchproceedsof the 2004 Bonds doesnot exceedthe value of the
Outstanding 2004 Bonds. This provision does not apply, however, to amountson depositin the
InterestAccountandtheRedemptionAccount.

ARTICLE III
CALCULATION OF YIELD

Section3.1 Yield. For purposes of this Tax Certificate and Agreement, yield is
calculatedasset forth in Code Section 148(h) andRegulations§~1.148-4 and 1.148-5. Thus,
yield generallymeansthat discountratewhich, whenusedin computingthe presentvalueof all
unconditionallypayablepaymentsofprincipal andinterestwith respectto an obligationandthe
costofqualifiedguarantees(if any) paidandto bepaidwith respectto suchobligation,produces
an amountequalto theissuepriceoftheobligation. Theyield on the2004Bondsis computedas
of the issuedateof the 2004 Bondsandwill not be affectedby subsequentunexpectedevents,
unlessthe County entersinto a hedgingtransaction(within the meaningof Regulations§1.148-
4(h)), orthereoccursa transfer,waiver, modificationor similar transactioninvolving any right
that is partofthetermsofany ofthe2004Bonds. Any underwriters’discount,issuancecostsor
costsof carryingor repayingthe 2004Bondsshallnot be takeninto accountin calculatingyield
on the2004Bonds. TheCountycertifies,baseduponrepresentationsoftheUnderwriter,thatthe
issueprice ofthe 2004 Bondsis $27,027,568.70,which representsthe price at which the2004
Bondswere sold to the public (excludingbond houses,brokersand other intermediaries),plus
accruedinterestof$30,092.88. For purposeshereofyield shallbecalculatedon a 360-dayyear
basiswith interestcompoundedsemiannually. Theyield on the2004 Bondsascomputedby the
Underwriter,is 3.8061991%.

Theyield on the GovernmentObligations,using the samemethodologyas describedin
the previousparagraph,as computedby The ArbitrageGroup, Inc., is 0.785814%. Therefore,
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the proceedsof the 2004 Bonds in the DepositoryTrust arenot investedat a yield materially
higherthantheyield on the2004Bonds.

Section3.2 No Working CapitalExpenditures.The Countycertifiesandrepresents
that noneof the proceedsof the 2004 Bondswill be usedfor working capital expendituresas
definedin Regulations§ 1.150-1(b).

Section3.3 Onalifled Guarantee. Basedupon the representationsofthe Underwriter
andthe Insurerin the certificatesof thosepartiesdeliveredin connectionwith the 2004 Bonds,
the Policy providedby the Insureris a qualified guaranteewithin the meaningof Regulations
§1.1484(f) with respectto the2004 Bonds. Accordingly,the amountof$81,768.60paidto the
Insurerasthe premiumfor thePolicy hasbeentreatedasan interestexpensewith respectto the
2004 Bonds in computing the yield on the 2004 Bonds.

Based upon the representationsof the Underwriterin the certificateof the Underwriter
delivered in connection with the2004 Bonds,thepresentvalueoftheamountpaidfor thePolicy
is lessthanthe presentvalue of the interestreasonablyexpectedto be savedas a resultofthe
Policy (using as a discountratethe yield to maturity on the 2004 Bondscomputedtreatingthe
amountpaidfor thePolicy asinterestwith respectto the2004Bonds).

ARTICLE IV
REBATE

Section4.1 Undertakings. The County has covenanted to comply with certain
requirementsof theCodeandRegulationsregardingthepaymentofany rebateamountthat may
becomedue to the United Stateson the 2004 Bonds and the propermethod for computing
whetherany suchrebateamount is due underCodeSection 148(f) andRegulations§sSl.l48-0
through 1.148-11,1.149(d)-I, l.149(g)-l, 1.150-1 and 1.150-2. The County covenantsthat it
will undertaketo determine(or havedeterminedon its behalf)what is requiredwith respectto
the rebateprovisionscontainedin CodeSection148(1) from time to time andwill undertaketo
comply with any requirementsthat may be applicableto the 2004 Bonds. The Countywill
undertake the methodology described in this Article IV of this Tax Certificate and Agreement,
exceptto the extent inconsistentwith any requirementsof presentor future law, regulationsor
future guidanceissuedby the United StatesTreasuryor if the County receivesan opinion of
BondCounselthat noncomphancewith suchmethodologywill not adverselyaffect theexclusion
of intereston the2004Bondsfor federalincometax purposes.

Section4.2 RebateFujid. A special fund designatedthe “Rebate Fund” hasbeen
establishedpursuantto the Resolution. The County shall keepthe RebateFund separateand
apartfrom all otherfunds andmoneysheldby it.

Section4.3 Recordkeeping. Detailed records with respect to each and every
NonpurposeInvestmentattributableto Gross Proceeds(within the meaning of Regulations
§1.148-1(b))of the 2004 Bondsmustbemaintainedby theCounty including: (i) purchasedate,
(ii) purchase price, (iii) any accruedinterest paid, (iv) face amount, (v) coupon rate, (vi)
periodicity of interest payments, (vii) disposition price, (viii) any accrued interestreceived,(ix)
disposition date, and (x) broker’s fees. Such detailed record keeping is required for the
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calculation, if necessary, of the rebateamount (within the meaning of Regulations§ 1.148-3)
which, in part, will require a determinationof the differencebetweenthe actual aggregate
earnings of all Nonpurpose Investments and the amount of suchearningsassuminga rate of
returnequalto theyield on the2004Bonds.

Section4.4 RebateAmount Calculation and Payment.

(a) The County represents,warrantsand covenantsthat it will prepareor
causeto be preparedacalculationof therebateamountwith respectto the2004Bondsconsistent
with the rules describedin this Section. The Countywill selecta first rebatecomputationdate
which is not later than five (5) yearsafterthe dateof issuanceofthe2004 Bondsandwill select
subsequent rebate computationdateswhich arenot laterthanfive (5) yearsafterthe immediately
preceding rebate computation date. The County will prepareor causeto be preparedthe
calculation of the rebate amount (i) within fifty-five (55) daysafterthe first rebatecomputation
dateandeachsubsequentrebatecomputationdatethereafterso long asany 2004 Bondsremain
outstanding, and (ii) within fifty-five (55) days after the first date on which there are no
outstanding2004 Bonds.

(b) For purposesof calculatingthe rebateamount (i) the aggregateamount
earnedwith respectto a NonpurposeInvestmentshall be determinedby assumingthat the
NonpurposeInvestmentwasacquiredfor an amountequalto its value at the time it becomesa
NonpurposeInvestment,and (ii) the aggregateamountearnedwith respectto anyNonpurpose
Investmentshall include anyunrealizedgainor loss with respectto theNonpurposeInvestment
on thefirst datewhenthereareno outstanding2004Bondsorwhentheinvestmentceasesto be a
NonpurposeInvestment.

(c) The County shall pay to the United StatesTreasury,out of designated
funds (i) not later thansixty (60) daysaftereachrebatecomputationdate,a paymentequalto at
least ninety percent (90%) of the rebateamountwith respectto the2004Bonds,calculatedasof
thedateof suchpayment,and(ii) not laterthansixty (60) daysafterthefirst datewhenthereare
no outstanding2004 Bonds, an amount equal to one hundredpercent(100%) of the rebate
amount (determinedas of the first datewhenthereareno outstanding2004 Bonds)plus any
actual or imputed earningson suchrebate amount, all as set forth in Regulations§ § 1.148-1
through1.148-11and asdeterminedby or onbehalfofthe County:

(d) Each paymentrequiredto be made pursuantheretoand relating to the
2004 Bonds shall be filed with the Internal Revenue Service Center designatedin the
then-applicableInternal RevenueServiceforms and instructions on or before the datesuch
payment is due, and shall be accompaniedby Internal RevenueService Form 8038-T or
successor form. The County must retainrecordsofthecalculationsrequiredby this Sectionuntil
six (6) yearsafterthe retirementof thelastobligationofthe2004 Bonds.

Section4.5 Valuation ofInvestments.

(a) General Rule. Except as otherwiseprovided in this Section, for all
purposesofCodeSection148,thevalueofan investmentallocatedto the2004 Bonds(including
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apaymentor receipton theinvestment)on adatemustbedeterminedusingoneofthe following
valuation methods:

(i) Outstanding Principal Amount Method. A plain par investment (as
defined in Regulations §1.148-1(b)) may be valued at its outstanding stated
principalamount,plus anyaccruedunpaidintereston that date.

(ii) PresentValue Method. An investmentwhoseyield is fixed and
determinable on the issue date (a “fixed rate investment”) may be valued at its
present value on that date. Present value of an investment is computed under the

economicaccrualmethod, using the samecompoundinginterval and financial
conventions used to compute the yield on the 2004 Bonds (i.e., 360 dayyearof
30-daymonthsbasiswith interestcompoundedsemi-annually).Thepresentvalue
of an investmenton a date is equalto the presentvalue of all unconditionally
payablereceiptsto be receivedfrom and paymentsto be paidfor the investment
afterthat date,using theyield on theinvestmentasthe discountrate.

(iii) Fair Market Value Method. An investmentmay be valuedat its
fair market value on that date. The fair marketvalueofan investmentis theprice
at which awilling buyerwould purchasethe investmentfrom a willing seller in a
bona fide, arm’s-length transaction. Fair market value generally is determined on
the date on which a contract to purchaseor sell the nonpurposeinvestment
becomes binding (i.e., the trade date rather than the settlement date). Except as
otherwiseprovidedin Sections4.5(e),(1) and(g) hereof,an investmentthat is not
of a typetradedon an established securities market, within the meaningof Code
Section 1273, is rebuttablypresumedto beacquiredordisposedoffor apricethat
is notequalto its fair marketvalue.

(b) Mandatory Valuation of Certain Investmentsat Fair Market Value.
Exceptasprovidedin Sections4.5(c)and(d) hereof,an investmentmustbevaluedat fair market
valueon the datethat it is first allocatedto the 2004Bondsor first ceasesto be allocatedto the
2004Bonds asaconsequenceof adeemedacquisitionor deemeddisposition.

(e) MandatoryValuation of Yield RestrictedInvestmentsat PresentValue.
Any yield restricted investment must be valued at present value.

(d) Allocations from Commingled Funds. NotwithstandingSection 4.5(b)
hereof,investmentsin a commingledfund (otherthana bonafide debtservicefund)neednot be
valuedat fair market value unless it is a commingledfund describedin Regulations§1.148-
6(e)(5)(iii).

(e) Certificates of Deposit. Thepurchaseprice ofa certificateof depositthat
has a fixed interest rate, a fixed payment schedule and a substantial penalty for early withdrawal
will be treated as its fair market value on the purchase date if

(i) theyield on the certificateof depositis not less thanthe yield on
reasonably comparable direct obligations of the United States; and
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(ii) the yield on the certificateof deposit is not less thanthe highest
yield that is published or posted by the provider to be, currently available from the
provider on reasonably comparable certificates ofdepositofferedto thepublic.

(1) GuaranteedInvestmentContracts. The purchaseprice of a guaranteed
investment contract will be treated as its fair market value on thepurchasedateif:

(i) the County made (or had made on its behalf) a bona fide
solicitation for the purchase of the guaranteed investment contract that satisfied
all ofthefollowing requirements:

(A) the bid specifications were in writing and were timely
forwarded to potential providers;

(B) the bid specificationsincludedall materialtermsof the bid
(i.e., termsthat may have directly or indirectly affectedthe yield or the
costoftheguaranteedinvestmentcontract);

(C) the bid specifications included a statementnoti~ing
potentialprovidersthat submissionof abid is a representation(I) thatthe
potentialproviderdid not consultwith anyotherpotential providerabout
its bid, (II) thatthebid wasdeterminedwithoutregardto any other formal
or informal agreementthat the potentialprovider haswith the Countyor
any otherperson(whetheror not in connectionwith the 2004Bonds),and
(III) that thebid is not being submittedsolelyasa courtesyto the County
or any other person for purposesof satisfying the requirementsof
Regulations§1.148-5(d)(6)(iii)(B)(1) or (2) relatingto receiptof at least
threebids and at least onebid from a reasonablycompetitiveproviderof
guaranteedinvestmentcontracts;

(D) the terms of the bid specificationswere commercially
reasonable(i.e., therewere a legitimate businesspurposesfor the terms
other than to increasethe purchaseprice or reducethe yield of the
guaranteedinvestmentcontract);

(E) the termsof the solicitationtook into accountthe County’s
reasonablyexpecteddepositanddrawdownschedulefor theamountsto be
invested;

(F) all potentialprovidershadanequalopportunityto bid (e.g.,
no potential provider was given the opportunity to review other bids
before providing a bid); and

(G) at least three reasonably competitive providers (i.e.,
providerswith an establishedindustryreputationasa competitiveprovider
ofguaranteedinvestmentcontracts)were solicitedfor bids;
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(ii) the bids received by the County met all of the following
requirements:

(A) the Countyreceivedat leastthreebids from providersthat
the County solicited under a bona fide solicitation meeting the
requirementsof paragraph(f)(i) aboveand that did not have a material
financial interest in the 2004 Bonds (e.g., the lead underwriter in a
negotiatedunderwritinguntil 15 daysafterthe delivery dateof the 1999
Certificates, any financial advisor to the County with respectto the
purchaseof the guaranteedinvestment contract at the time the bid
specificationsare forwardedto potential providers,and anyproviderthat
is relatedto suchparty);

(B) at least one of the three bids describedin paragraph
(f)(ii)(A) abovewasfrom areasonablycompetitiveproviderofguaranteed
investment contracts, within the meaning of Regulations §1.148-
5(d)(6)(iii)(A)(7); and

(C) any agentusedto conductthe bidding processdid not bid
to providetheguaranteedinvestmentcontract;and

(iii) thewinning bid wasthehighestyieldingbonafide bid (determined
net of anybroker’sfees).

TheCountyis not enterinto aguaranteedinvestmentcontractwith respectto anyproceedsofthe
2004Bonds.

(g) United StatesTreasuryObligations. The fair market value of a United
StatesTreasuryobligation that is purchaseddirectly from the United StatesTreasuryis its
purchaseprice.

Section4.6 .Se~regationofProceeds.In orderto performthecalculationsrequiredby
the Code, it is necessaryto trackseparatelyall ofthe GrossProceeds. To that end, the County
herebyagreesto instructthe Trusteeto establishseparatefunds,accountsor subaccountsortake
otheraccountingmeasuresin orderto accountfully for all GrossProceeds.

Section4.7 Filing Requirements. The County shall file or causeto be filed such
reportsor otherdocumentswith the Internal RevenueServiceasmaybe requiredby the Code
from time to time (e.g., Form 8038-G and Form 8038-T).

ARTICLE V
OTHER MATTERS

Section5.1 Reliance. The County hereby acknowledges and agrees that the
certifications,representations,and warrantiesset forth in this Tax Certificate andAgreement
maybe relied uponby Snell & Wilmer L.L.P., SpecialCounsel,in renderingits opinionswith
respectto the 2004 Bonds. To the bestof the undersigned’sknowledge,informationand belief,
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thereare no other facts, estimatesor circumstancesthat would materially changeany of the
foregoingcertifications. Therepresentationsin this Tax CertificateandAgreementaremadefor
thebenefitofthepurchasersof the2004BondsandSnell& Wilmer L.L.P., SpecialCounsel,and
maybe relieduponby thepurchasersofthe2004 BondsandsaidSpecialCounselin determining
whetherornot the2004Bondsconstitute“arbitragebonds”within themeaningofCodeSection
t48 andthe Regulations,andwhetheror not the intereston the 2004 Bondsis excludablefrom
federalincometaxes.

Section5.2 Amendment and Supplementation.

(a) Notwithstandingany other provision herein, the parties herebyagreeto
amend,supplementor modify this Tax Certificate and Agreementto the extentnecessaryto
maintaintheexclusionofintereston the2004Bondsfrom grossincomefor federaltax purposes
asrequiredpursuantto anopinionofBondCounsel.

(b) Notwithstanding any other provision herein, if the parties request an
amendment,supplementationor modificationhereto,this Tax CertificateandAgreementshallbe
so amended, supplementedor modified only with an opinion of Bond Counsel that such
amendment,supplementormodificationwill not adverselyaffectthe exclusionof interestonthe
2004 Bondsfor federalincometaxpurposes.

Section5.3 Multiple Counterparts. This Tax Certificate and Agreementmay be
simultaneouslyexecutedin multiple counterparts,all ofwhich shall constituteoneandthe same
instrument,andeachofwhich shallbe deemedto bean original.

Section 5.4 Survival ofDefeasance. Notwithstanding anything in this Tax Certificate
andAgreementor anyotherprovisionsofthe TrustAgreementto the contrary,theobligationto
remit therebateamountto theUnitedStatesDepartmentof theTreasuryandto comply with all
otherrequirementscontainedin this Tax CertificateandAgreementshallsurvivethe defeasance
or paymentin full of the2004Bonds.

Section5.5 Permitted Changes; Opinion of SpecialCounsel. Theyield restrictions
containedin Section 2.5 or any other restriction or covenantcontainedherein neednot be
observedor may be changedonly if the Trusteeandthe Countyreceivean opinion of Special
Counselto the effectthat suchnoncomplianceor changewill not adverselyaffect the exclusion
of intereston the 2004Bondsfor federalincometaxpurposes.

Section5.6 Successorsand Assigns. Theterms,provisions,covenantsandconditions
of this Tax Certificate and Agreementshall bind and inure to the benefit of the respective
successorsandassignsof theCountyandtheTrustee.

Section5.7 Headings. The headingsof this Tax Certificate and Agreementare
insertedfor convenienceonly andshallnotbedeemedto constitutea partof this Tax Certificate
andAgreement.

[Remainderofpageleft blankintentionally]
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DATED asof May 11, 2004.

PIMA COUNTY, ARIZONA

B:
Car o~?chalk
Directorof Finance
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EXHIBIT A

Total SaleProceeds:

Principalamountof2004Bonds $25,770,000.00

PlusNetof Original IssuePremiumover
Original IssueDiscount

SaleProceeds:
1,257,568.70

$27,027,568.70

Plusaccruedinterest
Total SaleProceeds:

30,092.88
$27,057,661.58

Application of Total SaleProceeds:
AccruedInterestDepositto InterestAccount:
Underwriters Discount:

PremiumPayableto Insurerfor Policy

Costsof Issuance
Depositto DepositoryTrustto purchaseGovernmentObligations:

Balance:

(30,092.88)

(257,700.00)

(81,768.60)

(84,775.32)

(26,603,324.78)

$0.00
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$25,770,000

PIMA COUNTY, ARIZONA
SEWER REVENUE REFUNDING BONDS

SERIES 2004

CERTIFICATE OF UNDERWRITER

The undersigned,on behalf of RBC Dam RauscherInc. (the “Underwriter”), hereby
certifies in connectionwith the $25,770,000Pima County, Arizona, SewerRevenueRefunding
Bonds,Series2004 (the“Bonds”), issuedby PimaCounty, Arizona(the“County”), as follows:

1. As of May4, 2004 (the“Sale Date”), theUnderwriterreasonablyexpectedto sell
all of theBondsto third partieson or beforethe datehereof.

2. As to theBondsof eachmaturity for which a bonafide public offering hasbeen
made,as of the SaleDate, the Underwriterreasonablyexpectedthat all of the Bonds of such
maturity would be sold to the public (excluding bond houses,brokersor similar personsor
organizationsacting in the capacityof underwritersor wholesalers)at a yield no lower and a
price no higherthan asshown for that maturity on ScheduleA attached,plus accruedinterest.
As to the Bonds of each maturity for which a bona fide public offering has not been made, either
(a) at least 10% of such maturity has actually been sold to the public (excluding bond houses,
brokers or similar persons or organizations acting in the capacity of underwriters or wholesalers),
or (b) all Bonds of such maturity have actually been sold, at a yield no lower and a price no
higherthanasshownfor that maturityon ScheduleA, plus accruedinterest. Noneof theprices
for Bondsshownon ScheduleA exceedthefair marketvalueof suchBondsasof theSaleDate.

3. Based upon the foregoing, the issue price of the Bonds in the aggregateis
$27,027,568.70(exclusiveof pre-issuanceaccruedinterest), which includes $25,770,000.00
principal amount of the Bonds plus a net reoffering premium of $1,257,568.70paid to the
County and$257,700.00to be retainedby theUnderwriterascompensation.

4. The undersignedhaspaid on behalfof the County a premiumof $81,768.60to
Financial Security AssuranceInc. (the “Insurer”) for the issuanceof the municipal bond
insurancepolicy (the “Policy”) to insurethe Bonds. The Policy wasessentialin marketingthe
Bonds,and the absenceof the Policy would havemateriallyaffectedin an adversemannerthe
interestratesat which the Bondswere sold. It is our opinion that the total amount paidto the
Insurer for the Policy insuring the Bonds is areasonablechargefor the transferof credit risk.

In ouropinion,thepresentvalueof theamountpaidto the Insureris lessthan thepresent
valueof interestreasonablyexpectedto be savedas a result of using the Policy to securethe
Bonds over their term. In determiningthe present value for purposesof making such
certification,the estimatedyield-to-maturity on the Bonds (determinedby treatingthe amount
paidto theInsurerfor thePolicy asintereston theBonds)wasusedasthediscountrate.
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5. The Bondsmaturingon July 1, 2015 andbearinginterestat a rate of 5.000%per
annumare the only Bonds that are (a) subjectto optional redemptionbeforematurity (but not
within five years of the date of issuanceof the Bonds) and have an initial offering price that
exceedstheir statedredemptionprice at maturity by more thanone-quarterof 1% multiplied by
theproductof their statedredemptionprice atmaturity andthenumberof completeyearsto their
first optional redemptiondate. Accordingly, in computingthe yield on the Bonds, suchBonds
were treated,pursuantto TreasuryRegulations§ 1.148 4(b)(3), as redeemedon their optional
redemptiondatethat would resultin the lowestyield on theBonds.

6. For purposesof completingForm 8038-U to be filed with the InternalRevenue
Service,the yield on theBondsis 3.8061991%,thenet interestcostof theBondsis 3.7034485%,
the weightedaveragematurity of the Bondsis 7.006years andthe remainingweightedaverage
maturity of theBondsto beRefunded(as definedin ResolutionNo. 2004-58 passed,adoptedand
approvedby theBoardof Supervisorsof theCountyon March9, 2004)is 6.481 years.

[Remainder of pageleft blankintentionally]
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,ntt~t~J2

Dated: May 11,2004

RBC DAIN RAUSCHER INC.

By: At
Its: Managing Director and Manager
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SCHEDULEA

Total: $25,770,000.00 $fl027,568.70

Theaggregatereofferingpriceof theBonds,including $30,092.88of accruedinterest,is
$27,057,661.58.

Maturity
(July 1)

2005

ParAmount

$1,425,000.00

Coupon

2.000%

Yield

1.480%

Amount Received

$1,433,322.00
2006 1,455,000.00 2.250% 1.940% 1,464,384.75
2007 2,335,000.00 2.625% 2.420% 2,349,336.90
2008 2,410,000.00 3.250% 2.810% 2,451,090.50
2009 2,485,000.00 5.000% 3.150% 2,701,443.50
2010 1,575,000.00 3.500% 3.420% 1,581,867.00
2011 1,630,000.00 5.375% 3.650% 1,805,225.00
2012 2,050,000.00 5.500% 3.870% 2,281,281.00
2013 2,975,000.00 5.000% 4.030% 3,193,632.75
2014 3,430,000.00 5.000% 4.150% 3,669,105.30
2015 2,000,000.00 4.125% 4.260% 1,976,160.00
2015 2,000,000.00 5.000% 4.260% 2,120,720.00
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$25,770,000

PIMA COUNTY, ARIZONA
SEWER REVENUE REFUNDING BONDS

SERIES 2004

CERTIFICATE OF DEPOSITORY TRUSTEE,
REGISTRAR AND PAYING AGENT

J.P. Morgan Trust Company,National Association(the “Bank”), as depositorytrustee
(the “DepositoryTrustee”),pursuantto aDepositoryTrust Agreement,datedasof May 1, 2004
(the “DepositoryTrust Agreement”),betweenPima County, Arizona (the “County”) and the
Bank, andasbondregistrar(the “Registrar”) andpayingagent(the “PayingAgent”) pursuantto
a Bond Registrar,TransferAgent andPayingAgent Agreement,datedasof May 1, 2004(the
“Bond RegistrarandPayingAgentAgreement”),betweentheCountyand theBank, enteredinto
in connection with the $25,770,000Pima County, Arizona, SewerRevenueRefundingBonds,
Series2004 (the “Bonds”) doesherebyacceptthe duties and obligations imposedupon it as
DepositoryTrusteepursuantto the DepositoryTrustAgreement,doesherebyacceptthe duties
and obligations imposedupon it as Bond Registrarand Paying Agent pursuantto the Bond
RegistrarandPayingAgentAgreement,anddoesherebycertify asfollows:

1. TheBank is duly organized,validly existing and in goodstandingunderthe laws
of the UnitedStates,having full powerand authority to exercisecorporatetrust powers in the
Stateof Arizonaandto execute,deliverandperformits obligationsunderthe DepositoryTrust
AgreementandtheBond RegistrarandPayingAgentAgreement.

2. The executionand delivery of the DepositoryTrust Agreementand the Bond
RegistrarandPayingAgentAgreementand the dueperformanceby theBank of its obligations
thereunderand thetaking of any andall otheractionsrequiredon the part of theBank to carry
out, give effect to, and consummatethe transactionscontemplatedthereby,have beenduly
authorizedby all necessarycorporateactionon thepart of the Bank, andto thebestknowledge
oftheundersigned,underpresentlaw do not contraveneanyprovisionofany order, decree,writ
or injunctionknown to the Bankor theBank’sArticles of Associationor Bylaws, or resultin a
breachof or default under,or requireconsentunderanymaterialagreement,indentureor other
instrumentto whichtheBank is apartyorby which it is bound.

3. The Bank has taken all action necessaryfor the acceptanceof, and has duly
acceptedthe offices of DepositoryTrustee,Bond Registrarand PayingAgent pursuantto the
DepositoryTrust Agreementand the Bond Registrarand Paying Agent Agreement,and will
comply with therequirementsof suchagreements,and in accordancetherewithwill not takeor
omit to takeanyactionwhich will in anywayresultin theproceedsfrom thesaleof the Bonds
beingappliedin a mannerinconsistentwith suchdocuments.

4. TherepresentationsoftheBankcontainedin theDepositoryTrustAgreementand
theBond RegistrarandPayingAgentAgreementarc true andcorrectin all material respectsas
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of thedatehereofandtheBankhascompliedwith all agreementsand satisfiedall conditionson
its part to beperformedor satisfiedthereunderator prior to thedatehereof

5. To the knowledgeof the undersigned,no litigation is pending or threatened
againstthe Bank beforeany judicial, quasi-judicial or administrativeforum (a) restrainingor
enjoining the executionor delivery of the Bonds or the applicationof the proceedsthereof,
(b) contestingor affecting any authority for, or the validity of the Bonds,or (c) contestingor
affectingthe existenceor corporatetrustpowersof the Bankorthe Bank’sability to performand
fulfill its dutiesandobligationsundertheDepositoryTrustAgreementortheBond Registrarand
Paying Agent Agreement.

6. The Depository Trust Agreement and the Bond Registrar and Paying Agent
Agreementweresignedon behalfoftheBank by thepersonnamedbelow,and suchpersonwas,
at the time of the execution of such agreements, and is now, the duly elected, qualified and acting
officer or other authorized representativeof the Bank, duly authorized to execute the
above-nameddocuments,andthat the signature appearing below is a true and correct specimen
of suchperson’sgenuinesignature:

Name Office Signature

Mark E. Krietemeyer Vice President

7. Pursuantto the Bond Registrarand Paying Agent AgreementanádheGeneral
Certificateof the County, dated the date hereof, the Bonds were authenticated by an authorized
signatoryoftheBank.

8. All blanks in each of the Bonds requiring completion by the Registrar have been
accurately completed and the Certificateof Authenticationappearingon eachof the Bondshas
beenduly executedand datedthe dateof its authentication,which is the datehereof, by an
authorizedofficer orrepresentativeof the Registrar.

9. Attached hereto as Exhibit A is a true, complete andcorrectcopy of a resolution
of the Bank which clearly demonstrates the authority of the person named in paragraph 6 above
to act on behalfof the Bank and said resolution was in effect on the date or dates said person or
persons acted and remains in full force and effect on the date hereof

[Remainderof pagelefi blank intentionally]
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Dated: May 11, 2004.

J.P. MORGANTRUST COMPANY, NATIONAL
ASSOCIATION

By:.

Its: VicePresident
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~JPMorgan

J. P. Morgan Trust Company, Nationa’
Associa don
OneOxfort Centre
301 Grant Street. Suite 1100
P!ttsburgh, PA 15219

MEMORANDUM

Date: November 12. 2003

To: Zachary W. Hulsey, Chairperson and CEO J.P. Morgan Trust Company,
Association

National

From: Bridget M. Schessier - Chief Fiduciary Officer. Corporate Trust

Subject: New Officers of J.P. Morgan Trust Company, National Association

The undersigned, J.P. Morgan Trust Company, National Association (“JPMTC”) by its Chief Executive
Officer hereby confirms the following authorization:

Attached hereto as Exhibit A is the list of new officers of JPMTC. The officers have been duly appointed
to the offices of JPMTC set forth opposite their respective names on Exhibit A.

These officers as signatory for JPMTC are authorized to axecute and deliver any and alt indentures, trust
agreements, deeds of trust, corporate mortgages, agency agreements, custodial agreements, depository
agreements, deeds, escrow agreements, assignments, affidavits, certificates, releases, satisfactions,
applications, petitions stock and bond powers, authentications and any other documents or instruments in
connection with the corporate trust business or operations of JFMTC in any trust, fiduciary, agency,
representative or other similar capacity and may affix the seal of JPMTC thereto.

November 15. 2003 J. P. Morgan Trust Company, National Association

hary W/fjuisey _____
C let Exeey9(ie Officer



(I.

~ JPMorgan

JPMorgan Chase Bank

Power of Attorney

The undersigned JPMorgan Chase Bank, a New York banking corporation
(“JPMorgan”), by its undersigned Senior Vice President hereby certifies that the
undersigned is a Senior Vice President of JPMorgan and as such is authorized by the
board of directors of JPMorgan to make this power of attorney and hereby names,
appoints and constitutes each of the officers of J. P. Morgan Trust Company, National
Association, named on Exhibit A hereto (but only while such person is an officer of J. P.
Morgan Trust Company, National Association) as an agent, attorney in fact or
authorized officer or signatory for JPMorgan, authorized for and on behalf of JPMorgan
to execute and deliver any and all indentures, trust agreements, deeds of trust,
corporate mortgages, agency agreements, custodial agreements, depository
agreements, deeds, escrow agreements, assignments, affidavits, certificates, releases,
satisfactions, applications, petitions, stock and bond powers, authentications, and any
other documents or instruments in connection with the corporate trust business or
operations of JPMorgan and its affiliates in any trust, fiduciary, agency, representative or
other similar capacity and may affix the seal of JPMorgan thereto.

August 14, 2003 JPMorgan Chase Bank

William H. Berls
Senior Vice President

The undersigned Vice President of JPMorgan Chase Bank (“JPMorgan”) hereby
certifies that William H. Berls is a Senior Vice President of JPMorgan and that his above
signature is his genuine signature.

nn L. Edmonds
Vice President
JPMorgan Chase Bank



Exhibit A

Fanning Donna
Knox David
Krietemeyer Mark
Nunes Daniel
Rayman Debra
Pope Jane Ellen
Alexander-Eison Ella
Amos Tamra
Bahde Jr Robert
Blume Joan
Charles Steven
Clarke Gregory
Collins Mietka
Conway Terence
Dillard Lawrence
Fouts David
Frye Mark
Gorka Grace
Graham Ronald Scott
Helmer Somsri
Holly Christopher
Johnson Renee
Kinney Jeffrey
Kleschen Ill Henry
Koenig Christopher
Kostecki-Maron Renee
Kusch Lawrence
Kwasny Gregory
Landgren Dorothy
Lemke Karen
Madura Joseph
Martin Timothy
Martirano Patricia
McCloskey Patrick
McKendry Catherine
McLaughlin Charles
Miller Walter
Morand Joseph
Nelson Timothy
Nowakowski Rory
O’Brien Mary
Pace Robert
Parsons Catherine
Patel Chitra
Pointer Benita
Ramsey Laura
Reaves George
Richardson Keith

.~ Department ~
institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
lnstitutional Trust Services
Institutional Trust Services - Legal
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services - Legal
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services

LOCATION
AZ
AZ
AZ
AZ
CO
FL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
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Exhibit A

Romero
Rotunno
Ruiz
Ryan
Selangowski
Tarn a5

Teipner
Wagner
Walling ton-Jones
Weidenbach
Gnat
Hanna
Hawkins
Karst
Kocher
Ogrizovich
Pease
Porzuczek
Rush
Short
Storms
Bain
Killebrew
Baptiste-Franklin
Barger
Carlos
Lorio
Milliner
Pine
Banas
Davis
Golson
Jackson
Johnson
Lach
Packard
McGrath
Aryeetey
Fonti
Weisman
Wilman
Allen
Andrews
Antoncic
Baird
Boyd
Brown
Calame
Comeaux

Maria
Janice
Maria
Kevin
Robert
Richard
Diane
Steven
Joyce
Joseph
Leonard
Lynda
Teresa Ann
Sharon
Robert
Perette
John
John
Derick
Donna
Nancy
Betty
Deborah
Althenetia
Watson
Ty
Jamie
Denis
Kathy
John
Tammy
Allen
James
Alexis Marie
Kelly Anne
Nancy
Sharon
Eva
Mary
Melissa
Melissa
Sandra
Darla
Joyce
David
Dorothy
Ann
Janelle
James

IL
IL
IL
IL
IL
IL
IL
IL
IL
IL
IN
IN
IN
IN
IN
IN
IN
IN
IN
IN
IN
KY
KY
LA
LA
LA
LA
LA
LA
MI
Ml
Ml
MI
MI
MI
Ml
NE
NY
NY
NY
NY
OH
OH
OH
OH
OH
OH
OH
OH

Institutional Trust Services
lnstitutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services - Legal
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
lnstitutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
Institutional Trust Services
lnstitutional Trust Services
Institutional Trust Services
Institutional Trust Services
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DISCLOSURE, NODEFAULTANDTAXCERTIFICATE OF
FINANCIAL SECURITYASSURANCEINC.

The undersigned hereby certifies on behalf of Financial Security Assurance Inc. (“Financial Security”), in connection
with the issuance by Financial Security of its Policy No. 202892-N (the “Policy”) in respect of the $25,770,000 in
aggregate principal amount of the Pima county, Arizona Sewer Revenue Refunding Bonds, Series 2004 dated May
1,2004 (the “Bonds”) that:

(i) the information set forth under the caption “BOND INSURANCE — Financial Security Assurance Inc.” in the
official statement dated May 4, 2004 relating to the Bonds is true and correct,

(ii) Financial Security is not currently in default nor has Financial Security ever been in default under any policy or
obligation guaranteeing the payment of principal of or interest on an obligation,

(iii) the Policy is an unconditional and recourse obligation of Financial Security (enforceable by or on behalf of the
holders of the Bonds) to pay the scheduled principal of and interest on the Bonds in the event of Nonpayment
by the Issuer (as set forth in the Policy),

(iv) the insurance premium of $81,768.60 (the “Premium”) is a charge for the transfer of credit risk and was
determined in arm’s length negotiations and is required to be paid to Financial Security as a condition to the
issuance of the Policy,

(v) no portion of such Premium represents an indirect payment of costs of issuance, including rating agency fees,
other than fees paid by Financial Security to maintain its ratings, which, together with all other overhead
expenses of Financial Security, are taken into account in the formulation of its rate structure, or for the
provision of additional services by us, nor the direct or indirect payment for a cost, risk or other element that is
not customarily borne by insurers of tax-exempt bonds (in transactions in which the guarantor has no
involvement other than as a guarantor),

(vi) Financial Security is not providing any services in connection with the Bonds other than providing the Policy,
and except for the Premium, Financial Security will not use any portion of the Bond proceeds,

(vii) except for payments under the Policy in the case of Nonpayment by the Issuer, there is no obligation to pay
any amount of principal or interest on the Bonds by Financial Security,

(viii) Financial Security does not expect that a claim will be made on the Policy,

(ix) the Issuer is not entitled to a refund of the premium for the Policy in the event a Bond is retired before the final
maturity date, and

(x) for Bonds which are secured by a debt service reserve, Financial Security would not have issued the Policy
unless the authorizing or security agreement for the Bonds provided for a debt service reserve account or fund
funded and maintained in an amount at least equal to, as of any particular date of computation, the reserve
requirement as set forth in such agreement.

Financial Security makes no representation as to the nature of the interest to be paid on the Bonds or the treatment
of the Policy under Section 1.148-4(f) of the Income Tax Regulations.

FINANCIAL SECURITY ASSURANCE INC.

By: __________________________________
J—”~utMnzedtficer

Dated: May 11, 2004



$25,770,000

PIMA COUNTY, ARIZONA
SEWER REVENUE REFUNDING BONDS

SERIES2004

CERTIFICATE AS TO SATISFACTION OF
REQUIREMENTS FOR ISSUANCE OF PARITY BONDS

The undersignedDirector of Financeand WastewaterManagementDirector of Pima
County, Arizona, acting for and on behalf of the County, do hereby certify as follows with
respectto the issuanceof the above-referencedBondsas Parity Bonds within the meaningof
ResolutionNo. 1991-138,adoptedonJune18, 1991, asamendedby ResolutionNo. 1991-182,
adoptedon August6, 1991, as supplemented,including as supplementedby ResolutionNo.
2004-58, adoptedon March 9, 2004 (collectively, the “Bond Resolution”). Capitalizedterms
usedhereinwhich arenot otherwisedefinedhereinshallhavethemeaningset forth in the Bond
Resolution.

I. The Net Revenues of the County sewer system for the most recently completed
Fiscal Year have been at least equal to one hundredtwenty percent (120%) of Maximum Annual
Debt Service on all Bonds to be Outstandingimmediately after the issuanceof the above-
referencedBonds,andno Policy Costsaredue andowing asofthis date.

2. As of this date, all payments and deposits required to be made by the Bond
Resolutionarecurrent.

3 * The proceedsof the above-referencedBonds shall be usedsolely to make
extensions,renewals, improvements,or replacementsto the System or to refund bonds
previouslyissuedpursuantto theBond Resolution.

4. Uponthe issuanceof the above-referencedBonds,the ReserveFundValue will
beat leastequalto theamountoftheReserveRequirement.

[Remainderofpageleft blankintentionally~



DATED: May 11, 2004.

PIMA COUNTY, ARIZONA

By~44i?J~

Directorol Finance

By:
Kathleen M. Chavez, P.E.
WastewaterManagementDirector

298784



DATED: May 11,2004.

PIMA COUNTY, ARIZONA

By:
Carol Bonchalk
DirectorofFinance

By: ‘44
KathleenM. Chavez,P.E. 2
WastewaterManagementDirector



$25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES2004

COUNTY TREASURER’S RECEIPT
FOR BOND PROCEEDS

I, Beth Ford, herebycertify that I am the duly electedand acting Treasurerof Pima
County, Arizona (the “County”), and that in connection with the sale and delivery of
$25,770,000in aggregateprincipal amountofPimaCounty, Arizona, SewerRevenueRefunding
Bonds,Series2004 (the “Bonds”), issuedby the Countypursuantto ResolutionNo. 1991-138
adoptedby the Boardof SupervisorsoftheCountyon June18, 1991, asamendedby Resolution
No. 1991-183adoptedby the Board of Supervisorsof the County on August6, 1991, and as
supplementedby Resolution No. 2004-58, passed,adoptedand approvedby the Board of
Supervisorsof the County on March 9, 2004 (collectively, the “Resolution”), authorizingand
providingforthe issuanceandorderingthesaleoftheBonds,the Countyhasreceivedfrom RBC
Dam Rauscher Inc. (the“Underwriter”) thesumof $30,092.88,representingaportionofthetotal
purchase price of the Bonds,asfollows:

(a) $25,770,000.00, representingtheprincipalamountoftheBonds;

pjjj~ (b) $30,092.88, representingaccruedintereston theBonds;

pj~ (c) $999,868.70, representing $1,257,568.70 net premium paid on the
Bonds,lessanUnderwriter’sdiscountof$257,700.00;

less (d) $81,768.60, representing the amount wire transferred by the
Underwriter,on behalfoftheCounty, to FinancialSecurityAssuranceInc., to payabond
insurancepremiumof $81,768.60in connectionwith theBonds; and

less (e) $26,688,100.10, representing the amount deposited with J.P. Morgan Trust
Company,National Association, as Depository Trustee under the Depository Trust
Agreement,datedasof May 1, 2004, betweenthe CountyandsuchDepositoryTrustee,
asdirectedin theResolution.

I do further certify that the proceedsfrom the sale of the Bonds receivedby the
undersigned,representingaccruedintereston the Bonds,havebeendepositedin theBond Fund
established pursuant to the Resolution.
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Dated:May 11, 2004

PIMA COUNTY,ARIZONA

By:
Beth Ford
CountyTreasurer
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$25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES2004

DEPOSITORY TRUSTEE’S RECEIPT
FOR FUNDS AND SECURITIES

J.P.MorganTrustCompany,NationalAssociation,asdepositorytrustee(the “Depository
Trustee”), pursuant to that certain Depository Trust Agreement, dated as of May 1, 2004 (the
“Depository Trust Agreement”), betweenPima County, Arizona and the DepositoryTrustee,
hereby certifies that the Depository Trustee hasreceivedmoneysidentifiedas a portion of the
proceedsfrom the saleof the Pima County, Arizona, SewerRevenueRefundingBonds,Series
2004 (the“Bonds”), in the amountof $26,688,100.10,andhasappliedsuchmoneys,asdirected
in the Depository Trust Agreement, (a) $84,775.32 to pay the costs of issuance of the Bonds, (b)
establisha beginningcashbalanceof $0.78 and (c) to purchasethe Acquired Obligations (as
defined in the Depository Trust Agreement), thereceiptofwhich is herebyacknowledged.

Dated: May 11, 2004.

J.P.MORGAN TRUSTCOMPANY, NATIONAL

ASSOCIATION

By:_____
Its: Vice President

298684.2



$25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES 2004

PAYING AGENT’S RECEIPT FOR
INSURANCE POLICY

J.P.MorganTrustCompany,NationalAssociation(the“Bank”), in its capacityaspaying
agent pursuant to that certain Bond Registrar,TransferAgent and PayingAgent Agreement,
dated as of May 1, 2004, between the Bank and Pima County, Arizona (the “County”), in
connectionwith theCounty’s issuanceandsaleof $25,770,000in aggregateprincipal amountof
its SewerRevenueRefundingBonds, Series2004, herebyacknowledgesreceiptof Municipal
BondInsurancePolicyNo. 202892-Nissuedby FinancialSecurityAssuranceInc.

Dated: May 11,2004

J.P.MORGAN TRUSTCOMPANY, NATIONAL
ASSOCIATION

By:_____

Its: Vice President C,,)
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$25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES 2004

UNDERWRITER’S RECEIPT FOR BONDS

Receiptof thePimaCounty,Arizona,SewerRevenueRefundingBonds,Series2004(the
“Bonds”), in the aggregateprincipal amountof $25,770,000is herebyacknowledgedas of the
datehereofon behalfof theundersigned,RBC Dam RauscherInc., asunderwriterof theBonds.

The BondsaredatedMay 1, 2004, are in denominationsof $5,000or integralmultiples
thereof,matureon July 1, in theyears2005through2015, andbearinterest
from thedateof theBondsto thematurityof eachBond asfollows:

attherateperannum

Year

2005
2006
2007

2008
2009
2010
2011
2012

2013
2014
2015
2015

ParAmount

$1,425,000
1,455,000
2,335,000
2,410,000
2,485,000
1,575,000

1,630,000
2,050,000
2,975,000
3,430,000
2,000,000
2,000,000

[Remainderof pageleft blankintentionally]

Coupon

2.000%
2.250%
2.625%
3.250%
5.000%
3.500%
5.375%
5.500%
5.000%
5.000%
4. 125%
5.000%
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Dated: May 11,2004

RBCDAIN RAUSCHER INC.

By:
Managing Director and Manager
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Snell&Wilmer
LL.P TUCSON, ARIZONA

LAW OFFiCES
PHOENIX, ARiZONA

One SouthChurchAvenue
Suite 1500 IRVINE,CALiFORNIA

Tucson,Arizona85701-1630
(520)882-1200 SALTLAKE CITY, UTAH

Fax: (520)884-1294
www.swtattcom DENVER,COLORADO

LASVEOAS,NEVADA

May 11,2004

Boardof Supervisors

PimaCounty,Arizona

LadiesandGentlemen:

We have actedasbond counselin connectionwith the issuanceand sale,andthe initial
delivery on the date hereof by Pima County, Arizona (the “County”), of $25,770,000 in
aggregateprincipal amountof its SewerRevenueRefUnding Bonds,Series2004, datedMay 1,
2004 (the “Series 2004 Bonds”), issued pursuantto Title 11, Chapter2, Article 4, Arizona
RevisedStatutes(the“Act”), and all amendmentsthereto.

In connectionwith ourengagementasbondcounsel,wehaveexaminedthe law andsuch
documentsandmattersas we havedeemednecessaryto renderthe opinionsexpressedherein,
including, without limitation, the resolutionauthorizingthe issuanceof the Series2004 Bonds
(the“Resolution”), passedand adoptedby the PimaCountyBoard of Supervisorsofthe County
on March 9, 2004. As to questionsof fact materialto our opinions,we haverelied upon the
certifiedproceedingsandothercertifications furnishedto us without undertakingto verify the
sameby independentinvestigation.

Baseduponthe foregoing,it is ouropinion, andweherewithadviseyou, asfollows:

1. The County is duly createdand validly existingas a political subdivisionof the
StateofArizonawith powerto passandadopttheResolution,performthe agreementson its part
containedthereinandissuethe Series2004Bonds.

2. The Resolutionhasbeenduly passedandadoptedby the Boardof Supervisorsof
theCountyandis valid andbindinguponandenforceableagainstthe County.

3. The Series2004 Bonds havebeenduly authorizedanddeliveredby the County
and arevalid and binding limited obligations of the County payable,as to bothprincipal and
interest, from therevenuesderivedby the County from the operationof its sewersystem,after
provision hasbeenmadefor the expensesof operationand maintenanceof the sewersystem,
subjectto no prior liengrantedundertheAct. TheSeries2004Bondsareissuedon aparitywith
the County’s SewerRevenueBonds,Series1993; SewerRevenueBonds,Series1994B; Sewer
Improvementand RefundingRevenueBonds, Series 1998; SewerRevenueRefundingBonds,
Series2001; andthosecertainLoanAgreementsbetweentheCountyasBorrowerandthe Water

310522
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Snell&Wilmer
L.L.E

InfrastructureFinanceAuthority of ArizonadatedFebruary1, 1996, June1, 1997, October27,
2000, and December28, 2001, respectively. Neitherthe generalcredit nor any propertyof the
Countyotherthanasprovidedin theResolutionhasbeenpledgedor committedto the payment
ofthe Series2004 Bonds. The Series2004 Bondsarenot securedby anobligationor pledgeof
any taxingpowerormoniesraisedtherebyandarenot adebtofanddo not constituteapledgeof
the faithandcreditofthe County.

4. Intereston the Series2004 Bonds (a) is not includedin the grossincomeof the
ownersof the Series 2004 Bonds for federal incometax purposes,and is not an item of tax
preferencefor purposesofthe federal alternativeminimum tax; and (b) is not includedin the
taxable income of the owners of the Series 2004 Bonds for State of Arizona income tax
purposes. No opinion is expressedregardingany other federalor Stateof Arizona incometax
consequencesarising with respectto ownershipof the Series2004 Bonds. The opinionsetforth
in clause(a) aboveis subjectto the conditionthat the County comply with all requirementsof
the Internal RevenueCode of 1986, as amended,that must be satisfied subsequentto the
issuanceof the Series2004 Bonds in order for the interestthereonnot to be includedin gross
incomeof the ownersfor federalincometax purposes. Failureby the County to comply with
certainoftheserequirementscouldresultin the intereston theSeries2004 Bondsbeingincluded
in grossincomefor federalincometax purposesretroactiveto thedateof issuance.TheCounty
hascovenantedand agreedto comply with all suchrequirementsand ouropinionassumessuch
compliance.

The rightsof the ownersofthe Series2004 Bondsandthe enforceabilitythereofmaybe
subjectto applicablebankruptcy,insolvency,reorganization,moratoriumandothersimilar laws
and equitableprinciplesgenerallyaffectingthe enforcementofcreditors’ rights.

The opinionsexpressedin this letter arebaseduponthe law in effect on the datehereof
andmaybeaffectedby actionstakenor omittedor eventsoccurringafterthedatehereof,andwe
assumeno obligation to revise or supplementthis opinion should such law be changedby
legislative action, judicial decision, or otherwise,or to determineor to inform any person
whetheranysuchactionsaretakenor omittedorany such events occur.

Respectfullysubmitted,

SNELL & WILMER L.L.P.

v~4~U~wL CR
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SneII&Wilmer
LL.E TUCSON, ARIZONA

LAW OFFiCES

PHOENIX, ARIZONA
OneSouthChurchAvenue

Suite1500 IRVINE, CALIFORNIA

Tucson,Arizona85701-1630
(520)882-1200 M 11 20’~’4 SALTLAKECITY, UTAH

Fax:(520)884-1294 ay , U

wwwswlaw.com DENVER,COLORADO

LAS VEGAS, NEVADA

RBC Dam RauseherInc.
Phoenix,Arizona

LadiesandGentlemen:

We have actedas bond counselin connectionwith the issuanceand sale of by Pima
County, Arizona (the “County”) of its $25,770,000SewerRevenueRefundingBonds,Series
2004 (the “Bonds”). The Bondsarebeing issuedpursuantto ResolutionNo. 2004-58,adopted
by the Board of Supervisorsof the County on March 9, 2004, supplementingResolutionNo.
1991-138,adoptedon June18, 1991, as amendedon August6, 1991 (collectively, the “Bond
Resolution”) for the purposeof refunding in advanceof their maturity or redemptiondates
certain of the County’s Sewer RevenueRefunding Bonds, Series 1 994A (the “Bonds to be
Refunded”)by depositingcertainmoneysand investmentsinto the trustcreatedpursuantto the
DepositoryTrust Agreement,datedas of May 1, 2004 (the “Depository Trust Agreement”),
betweenthe County and J.P. Morgan Trust Company,National Association,as trustee(the
“DepositoryTrustee”). We have deliveredto you our approvingopinion of evendateherewith
relatingto theBonds(the“Approving Opinion”). In connectionwith the issuanceandsaleofthe
Bonds, the County causedthe preparationof an Official Statement,datedMay 4, 2004 (the
“Official Statement”) and executed and delivered a Continuing Disclosure Undertaking, of even
dateherewith(the “Continuing DisclosureUndertaking”).

The Bondsarebeingsold pursuantto a Bond PurchaseAgreement,datedMay 4, 2004
(the “Bond PurchaseAgreement” and, togetherwith the DepositoryTrust Agreementandthe
Continuing DisclosureUndertaking,the “County Documents”),betweenthe County and RBC
Dam RauscherInc., asunderwriter(the“Underwriter”). All definedtermsusedhereinshall have
thesamemeaningassignedin theBondPurchaseAgreement.

In connectionwith the legal servicesprovidedto dateaspartofour engagementas bond
counsel,we have examinedthe law and suchdocumentsand matters as we have deemed
necessaryto renderthis opinion, including, without limitation, the Bond Resolution. We have
assumed(i) the genuinenessof all signatures,(ii) the authenticityof all documentssubmittedto
usas certified,conformedor photostatiecopies,and(iii) the legal capacity of all natural persons
executingthe documents.As to questionsof factmaterialto ouropinions,we havereliedupon
the documents,certificatesandrepresentationsfurnishedto us without undertakingto verify the
sameby independentinvestigation.

We herebysupplementthe ApprovingOpinionandfurtheradviseyou as follows:
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1. The County is apolitical subdivisionof the Stateof Arizonawith full legal right
andauthority(a) to executeanddeliver the CountyDocuments,(b) to sell, issueanddeliver the
Bonds to the Underwriter, (c) to carry out the transactionscontemplatedby the County
Documents,and(d) to operatetheSystem.

2. By all necessaryofficial action of the CountyBoard of Supervisors,the County
hasduly authorized(a) the adoptionof the Bond Resolution,(b) the issuanceand saleof the
Bonds,and(c) the approval,executionanddeliveryof, andtheperformanceby theCountyof its
obligationscontainedin, theBondsandtheCountyDocuments.

3. The Bond Resolutionhasbeenduly andvalidly adoptedby the CountyBoard of
Supervisorsandis in full forceandeffect.

4. To the best of our knowledge, after such investigation as we have deemed
appropriate, all authorizations, approvals, licenses, permits, consents and orders of any
governmentalauthority, legislativebody, boardor agencyor commissionhavingjurisdiction of
the matter which are required for the due authorization, execution and delivery of, or
performanceby the County of its obligationsunder,the Bonds or the County Documentshave
beenobtained.

5. The County Documentshave eachbeenduly authorized,executedand delivered
by, and constitutelegal, valid and binding agreementsof, the County, enforceableagainstthe
County in accordancewith their terms,subjectto the qualificationthat the enforcementthereof
may be limited by laws relatingto bankruptcy,reorganization,insolvency,moratoriumor other
similar laws affectingcreditors’ rights and exceptthat the availability of equitableremediesis
subjectto the discretionof the courtbeforewhich any proceedingsmay bebroughtandfurther
subjectto the qualificationthat the enforcementof the indemnificationprovisions of the Bond
PurchaseAgreementmaybe limited by federalor statesecuritieslaws.

6. The Bondsarenotsubjectto the registrationrequirementsof theSecuritiesAct of
1933, asamended,andthe Bond Resolutionis exemptfrom qualificationpursuantto the Trust
IndentureAct of 1939,asamended.

7. The information contained in the Official Statementon the coverpagethereof,
underthe captions“THE 2004 BONDS(other thantheinformationcontainedundertheheading
“Book-Entry-Only System’ as to which we expressno opinion),” “PLAN OF REFUNDING,”
“TAX EXEMPTION,” “ORIGiNAL ISSUE DISCOUNT,” “BOND PREMIUM” and
“CONTiNUING SECONDARYMARKET DISCLOSURE” (except for information with
respectto the complianceby the County with prior undertakingsas to which we expressno
opinion) and “Appendix D-- Form of Bond Counsel Opinion,” “Appendix G--Summaryof
ResolutionNo. 1991-138, As Amended and Supplemented”and “Appendix H — Form of
Continuing DisclosureUndertaking” fairly and accuratelysummarizesthe matterspurportedto
be summarized therein.
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8. Based upon our participation as Bond Counselin the preparationof the Official
Statement, and without having undertaken to determine independently the accuracy,
completenessor fairnessof the statementscontainedin the Official Statement(otherthanthose
describedin paragraph(7) above),asofthedatehereof,nothinghascometo ourattentionwhich
would causeus to believethat the Official Statementasof its datecontained,or asof the date
hereofcontains,any untruestatementof a material factor omitted, or omits,to stateamaterial
factnecessaryto make the statementstherein, in light of the circumstancesunderwhich they
weremade,notmisleading(exceptfor thestatementscontainedin theOfficial Statementandthe
Appendicestheretorelatingto theBond Insurerandthe Bond InsurancePolicy, any discussions
containedthereinrelating to permits, licensesand approvalsrequiredfor the operationof the
Systemor other facilities of the County and the statusthereof, all engineering,financial and
statisticaldataandforecasts,numbers,charts,estimates,projections,assumptionsorexpressions
of opinion, information about environmentalmattersand summariesthereofand references
thereto,asto all of whichweexpressno opinion).

9. The Underwriter may rely on the Approving Opinion as if the samewere
addressedto them.

This opinionletter is beingfurnishedto yousolely for yourbenefitandonly with respect
to the executionanddelivery of the documentsreferredto herein. Accordingly, it may not be
relieduponby or quotedto anyotherpersonor entity or for anyotherpurposewithout, in each
instance,ourprior writtenconsent. This letter is not intendedto andmaynot be relieduponby
ownersof theBonds.

Respectfullysubmitted,

SNELL& WILMERL.L.P.

Sskc4)CQs~&LU~
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LAW OFFICES

PHOENIX, ARIZONA
OneSouthChurchAvenue

Suite1500 IRVINE, CALIFORNIA

Tucson, Arizona85701-1630
(520)882-1200 SALTLAKECITY, UTAH

Fax: (520)884-1294
wwwswlawcom May 11, 2004 DENVER.COLORADO

LAS VEGAS, NEVADA

PimaCounty,Arizona
Tucson,Arizona

FinancialSecurityAssuranceInc.
SanFrancisco,California

RBC Dam RauseherInc.
Phoenix, Arizona

Re: PimaCounty,Arizona
SewerRevenueRefundingBonds,Series2004;
DefeasanceofBondsto be Refunded

LadiesandGentlemen:

We haveservedasbondcounselfor Pima County, Arizona (the“County”) in connection
with the issuanceof the above-referencedbonds(the “Bonds”). The Bonds are authorized,
issued,sold anddeliveredpursuantto ResolutionNo. 2004-58,passed,adoptedandapprovedby
theBoardof Supervisorsof the Countyon March 9, 2004, supplementingResolutionNo. 1991-
138, adoptedon June18, 1991, as amendedby the Board onAugust6, 1991 (collectively, the
“Bond Resolution”), for the purpose,amongothers,of refundingin advanceoftheir maturityor
redemptiondatescertainof the County’s SewerRevenueRefundingBonds,Series 1994A (the
“Bonds to be Refunded”)by depositingcertainmoneysand investmentsinto the trust created
pursuantto the DepositoryTrust Agreement,datedas of May 1, 2004 (the “Depository Trust
Agreement”),betweenthe County and J.P. MorganTrust Company,National Association,as
trustee (the “Depository Trustee”). The Arbitrage Group, Inc. has issued its report (the
“Verification Report”) as to the sufficiency ofthe moneysand investmentsdepositedto provide
for paymentof amountsto comedueon the Bondsto be Refunded.

In our capacity as bond counsel, and for purposesof this opinion letter, we have
examined such matters of law and fact as wehave deemednecessaryor appropriate,and have
examinedthe Bond Resolution,anexecutedcounterpartofthe DepositoryTrustAgreementand
theVerificationReport.

Based upon the foregoing, and based upon the assumptionsand subject to the
qualificationsandlimitations set forth below, weareof the opinion andherebyadviseyou that
uponthe depositofmoneysand investmentsdescribedin the DepositoryTrust Agreementand
the Verification Reportwith the DepositoryTrusteein accordancewith the provisions of the
Depository Trust Agreement,the Bonds to be Refundedwill no longer be deemedto be

310515 1
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Outstandingwithin the meaningof the Bond Resolutionand will be entitled to paymentonly
from the moneys and investments deposited with the Depository Trustee.

We arequalified to practicelaw in the Stateof Arizona, and we do not purport to be
experts on, or to expressany opinion concerning,any law other thanthe law of the State of
ArizonaandtheUnitedStatesof America.

Theopinionsexpressedin this letterarebaseduponthe law in effecton the datehereof,
andwe assumeno obligationto reviseor supplementthis opinionor to notify you or any other
personorentityshouldsuchlaw be changedby legislativeaction,judicial decision,or otherwise.

This opinionletter is renderedsolely to you and solely in connectionwith the deliveryof
the Bonds. It maynot be relieduponby anyotherpersonor entity for anypurposewhatsoever
without, in eachinstance,ourprior writtenconsent.

Respectfullysubmitted,

SNELL& WILMERL.L.P.

310515 2



OFFICE OF THE

• 2 Pima County Attorney Barbara LaWall
PIMA COUNTY ATTORNEY

Civil Division
32 N STONE
SUITE 2100

Tucson, Arizona 85701-1412
(520) 740-5750

FAX (520) 620-6556

May 11,2004

FinancialSecurityAssuranceInc.
SanFrancisco,California

RBC Dam RauscherInc.
Phoenix, Arizona

Snell& Wilmer L.L.P.
Tucson, Arizona

Ladies and Gentlemen:

This opinion is renderedin connectionwith the issuanceand saleof by Pima
County, Arizona (the “County”) of its $25,770,000SewerRevenueRefundingBonds,
Series2004(the“Bonds”). TheBondsarebeingissuedpursuantto ResolutionNo. 2004-
58, adopted by theBoard of SupervisorsoftheCountyon March 9, 2004, supplementing
Resolution No. 1991-138, adopted on June 18, 1991, as amended on August 6, 1991
(collectively, the “Bond Resolution”) for the purposeof refundingin advanceof their
maturity or redemption dates certain of the County’s Sewer Revenue Refunding Bonds,
Series1994A (the “Bonds to be Refunded”) by depositing certain moneys and
investmentsinto thetrust createdpursuantto theDepositoryTrustAgreement,datedasof
May 1, 2004(the ‘DepositoryTrust Agreement”),betweenthe County andJ.P. Morgan
Trust Company,N.A., astrustee(the “Depository Trustee”). In connectionwith the
issuanceand sale of the Bonds, the County causedthe preparationof an Official
Statement, dated May 4, 2004 (the “Official Statement”) and executedand delivered a
ContinuingDisclosureUndertaking,of evendateherewith(the “Continuing Disclosure
Undertaking”).

The Bondsarebeing sold pursuant to a Bond PurchaseAgreement, datedMay 4,
2004 (the “Bond Purchase Agreement” and, together with the Depository Trust
Agreement and the Continuing Disclosure Undertaking, the “County Documents”),
betweenthe County and RBC Dam RauscherInc., asunderwriter(the “Underwriter”).
All defined terms used herein shall have the same meaning assigned in the Bond
PurchaseAgreement.

We have examined the documentsrelating to the execution and delivery of the
County Documentsand such other documentsasweconsiderednecessaryto our opinion.
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As to questionsof fact material to our opinion wehave relied upon and assumeddue and
continuing compliancewith the provisionsoftheabove-mentionedproceedingsand other
documents,and have relied upon certificates, covenantsand representationsfurnished to
usby theCountywithoutundertakingto verify the sameby independentinvestigation.

Basedupon theforegoing, weareofthe opinion, asof this date,which is thedate
ofdelivery ofthe Documentsthat, to thebestofourknowledge:

1. The authorization, approval and executionof the County Documents,the
adoption of the Bond Resolution and all other proceedingsofthe County relating to the
authorization, approval and executionof the County Documents havebeencarried out in
conformancewith the applicableopenmeetingand other lawsofthe StateofArizona.

2. The authorization, execution and delivery of the County Documents and
compliancewith the provisions thereofunder the circumstancescontemplatedthereby, do
not and will not in any material respect conflict with or constitute on the part of the
County a breach of or default under any agreement or other instrument to which the
County is a party or ofany existing law, administrative regulation, court order or consent
decreeto whichtheCountyis subject.

3. There are no lawsuits or administrative proceedingspendingor, to thebest
of our knowledge, threatened, against the County (i) which in any way question (a) the
validity and the proper authorization, approval and executionof the County Documents
or the issuanceor paymentoftheBonds, (b) the authority ofthe County or its officials to
enter into the County Documents or to issueand sell the Bonds or the ability of the
County otherwise to perform its obligations under the County Documents and to carry
out thetransactionscontemplatedthereby or (ii) wherein an unfavorable decision, ruling
or finding would adversely affect the transactions contemplatedby the County
Documentsor thefinancial condition ofthe County.

4. The statements in the Official Statement under the heading “Litigation”
are true and correct in all material respects and do not omit to state a material fact
necessaryto make the statementsmadetherein, in light ofthe circumstancesunder which
they weremade, not misleading.

The foregoing opinion is qualified to the extent that the enforceability of the
County Documents may be subject to bankruptcy, insolvency, reorganization,
moratorium and similar laws affecting creditors’ rights andenforcementofthose rights
may be subject to the exerciseofjudicial discretion in accordancewith generalprinciples

Katharina Richter, Chief Civil Deputy
Pima County Attorney’s Office
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May 11, 2004

RBC Pain Rauscher Inc.
Suite 700
2398 East Camelback Road,
Phoenix, Arizona 85016

Re: $25,770,000 Pima County, Arizona Sewer Revenue Refund-
ing Bonds, Series 2004

We have acted as counsel for you in connection with the
purchase by you of the captioned Bonds (the “Bonds”) . As your coun-
sel, we have examined the Official Statement, dated May 4, 2004 (the
“Official Statement”), relating to the Bonds as well as the Sewer
Resolution (as such term is defined in the Official Statement) . In
addition, we have examined originals (or copies certified or otherwise
identified to our satisfaction) of such other instruments, certifi-
cates and documents as we have deemed necessary or appropriate for the
purposes of the opinions rendered below. In such examination, we have
assumed the genuineness of all signatures, the authenticity of all
documents submitted to us as originals and the conformity to the orig-
inal documents of all documents submitted to us as copies. As to any
facts material to our opinion, we have, when relevant facts were not
independently established, relied upon the aforesaid instruments, cer-
tificates and other documents.

Based on the examination described above, we are of the
opinion that, under the law existing on the date of this opinion the
Bonds are exempt securities under the federal Securities Act of 1933,
as amended (the “1933 Act’T), and the Trust Indenture Act of 1939, as
amended (the “1939 Act”), and it is not necessary, in connection with
the offering and sale of the Bonds, to register the Bonds under the
1933 Act or to qualify the Sewer Resolution under the 1939 Act. Based
upon our participation in the preparation of the Official Statement as
your counsel, our participation at conferences at which the Official
Statement was discussed and the examination described hereinabove, but
without having undertaken to determine independently the accuracy,
completeness or fairness of the statements contained in the Official
Statement and except as otherwise indicated herein, we have no reason
to believe that the Official Statement contains any untrue statement
of a material fact or omits to state a material fact necessary to make

GEEENBEEGTEAURIG, LLP
2375 EAST CAMELBACKROAD SUITE 700 PHOENIX, A1Uz0NA 85016

602-445-8000 FAX 602-445-8100 www.gt1aw.com

AMSTERDAM ATLANTA B0CA BATON BOSTON CHICAGO DALLAS DENVER FoIST LAUDERDALE Los ANGELES MIAMI NEWJERSEY NEWYORK

ORLANDO PIIILADELPIIIA PHOENIX TALLAHASSEE TVSONS COENEE WAShINGTON, D.C. WEST PALM BEACH WIlMINGTON ZURICH



RBC Dam Rauscher Inc.
Page 2

the statements therein, in light of the circumstances under which they
were made, not misleading in any material respect (except for any
financial, forecast, technical and statistical statements and data
included in the Official Statement and the information on the cover
page of, under the captions “THE SERIES 2004 BONDS,” “PLAN OF REFUND-
ING,” “MATHEMATICAL VERIFICATION,” “BOND INSURANCE,” “TAX EXEMPTION,”
“ORIGINAL ISSUE DISCOUNT,” “BOND PREMIUM,” “LITIGATION” and ‘CONTINU-
ING SECONDARYMARKET DISCOUNT” in and in Appendices “A,” “C,” “D,”
“E,” “F,’ “0,” “H” and “I” to, the Official Statement, in each case as
to which we express no view.

This opinion is furnished by us as your counsel in connec-
tion with the issuance and delivery of the Bonds and is intended
solely for your benefit.

Respectfully submitted,

bUtEtciMJthk~41LL?

GREENBERG TRAURIG, LLP



~r ISA
A DexiaCompany May 11, 2004

Municipal Bond Insurance Policy No. 202892-N With Respect to
$25,770,000 In Aggregate Principal Amount of

Pima county. Arizona
Sewer Revenue Refunding Bonds, Series 2004 dated May 1, 2004

Ladies and Gentlemen:

I am Associate General counsel of Financial Security Assurance Inc., a New York stock insurance
company (Financial Security”). You have requested my opinion in such capacity as to the matters set forth below in
connection with the issuance by Financial Security of its above-referenced policy (the “Policy”). In that regard, and
for purposes of this opinion, I have examined such corporate records, documents and proceedings as I have
deemed necessary and appropriate.

Based upon the foregoing, I am of the opinion that:

1. Financial Security is a stock insurance company duly organized and validly existing under the
laws of the State of New York and authorized to transact financial guaranty insurance
business therein.

2. The Policy has been duly authorized, executed and delivered by Financial Security.

3. The Policy constitutes the valid and binding obligation of Financial Security, enforceable in
accordance with its terms, subject, as to the enforcement of remedies, to bankruptcy,
insolvency, reorganization, rehabilitation, moratorium and other similar laws affecting the
enforceability of creditors’ rights generally applicable in the event of the bankruptcy or
insolvency of Financial Security and to the application of general principles of equity.

In addition, please be advised that I have reviewed the description of the Policy under the caption “BOND
INSURANCE — Municipal Bond Insurance Policy” in the official statement relating to the above-referenced Bonds
dated May 4, 2004 (the “Official Statement”). There has not come to my attention any information which would
cause me to believe that the description of the Policy referred to above, as of the date of the Official Statement oras
of the date of this opinion, contains any untrue statement of a material fact oromits to state a material fact necessary
to make the statements therein, in the light of the circumstances under which they were made, not misleading.
Please be advised that I express no opinion with respect to any information contained in, referred to or omitted from
under the caption “BOND INSURANCE — Financial Security Assurance Inc.”

I am a member of the Bar of the State of California, and do not express any opinion as to the law of any
other state except for the matters expressly set forth in the foregoing opinion.

Very truly yours,

Associate General Counsel

Pima County Finance Department,
130 West Congress, 7th Floor,

Tucson, Arizona 85701.

RBC Dam Rauscher Inc.,
2398 East Camelback Road, Suite 700,

Phoenix, Arizona 85016.

FinancialSecurityAssurance
OneMarket.1550 SpearTower.SanFrancisco,California94105 .Tel: 415.995.8000. Fax:415.995.8008

NewYork. Dallas. SanFrancisco. London.Madrid . Paris. Singapore. Sydney.Tokyo



Form 8038-C
(Rev. November 2000)
Oeparlment or the Treasury
Internal Revenue Service

Information Return for Tax-Exempt Governmental Obligations
~ Under Internal Revenue Code section 149(e)

~- See separate Instructions.
Caution: If the issue price is under $100,000, use Form 8038-GC.

0MB No, 1545-0720

I~TIII Reporting Authority If Amended Return, check here ~
1 Issuer’s name 2 Issuer’s employer identification number

Pima County, Arizona • 86 6000543
3 Number and street (or P.O. box if mail is not delivered to street address) Room/suite

130 West Congress 5th Floor
4 Report number

3 2004-SI
5 City, town, or post office, state, and ZIP code

Tucson, Arizona 85701
6 Date of issue

0511112004
7 Name of issue

Sewer Revenue Refunding Bonds, Series 2004
S CLJSIP number

721876 LR 9
9 Name and title of orficer or legal representative whom the IRS may call for more information 10 Telephone nunber of officer or legal representative

Carol Bonchalk, Director of Finance ( 520 ) 740-8494
IWTI1II Type of issue (Check ~pplicabIe box(es) and enter the issue price) See instructions and attach schedule

11 0 Education ii
12 0 Health and hospital 12
13 0 Transportation RECEIVED.: iii

0 1414 0 Public safety
15 ~ Environment (including sewage bonds) ~EY:2:1:2oo4:~~ 27~O27~568.70

AQ_____16 0 Housing
17 0 Utilities -U------
18 0 Other. Describe ~- OGDEN.UT 18
19 If obligations are TANs or RANs, check box ~ D If obligations a1’wtANs, check borre
20 If obli9ations are in the form of a lease or installment sale, check box ~ 0
LflThII. Description of Obligations. Complete for the entire issue for which this foim is being filed.

(a) Final maturity date (b) Issue price I (c) Stated redemption (d) weighted (e) yieldI price at maturity average maturity

21 • 0710112015 • • 27,027,568.70 $ 25,770,00.00 7.006 yearsj 3.8061991 %
I’J*IIli!I Uses of Proceeds of Bond Issue (including underwriters’ discount)
22 Proceeds used for accrued interest
23 Issue price of entire issue (enter amount from line 21, column (b))
24 Proceeds used for bond issuance costs (including underwriters’ discount) 1 24
26 Proceeds used for credit enhancement
26 Proceeds allocated to reasonably required reserve or replacement fund . .

27 Proceeds used to currently refund prior issues
28 Proceeds used to advance refund prior issues I
29 Total (add lines 24 through 28)
30 Nonrefunding proceeds of the issue (subtract line 29 from line 23 and enter amount here).

22
23

342,475.32

30,092.88

25
26
27
28

27,027,568.70

81,768.60

/4%
0

26,603,324.78
0

29
30

27,027,568.70
0

1nm!i Description of Refunded Bonds (Complete this part only for refunding bondsj
31 Enter the remaining weighted average maturity of the bonds to be currently refunded . . . 6.481 years
32 Enter the remaining weighted average maturity of the bonds to be advance refunded . . . years
33 Enter the last date on which the refunded bonds will be called 07/01/2004
34 Enter the date(s) the refunded bonds were issued ~ 02109/1994
ISlItYII Miscellaneous
35 Enter the amount of the state volume cap allocated to the issue under section 141(b)(5) . . . J 35 0
36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract (see instructions) L36aJ 0

b Enter the final maturity date of the guaranteed investment contract ~ vS
37 Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units I 37a I N/A

b If this issue is a loan made from the proceeds of another tax-exempt issue, check box ~ 0 and enter the name of the
issuer ~ • and the date of the issue ~‘ _________________________

38 If the issuer has designated the issue under section 265(b)(3)(B)(i)(lll) (small issuer exception), check box . . . ~ 0
39 If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check box . . . . . • ~ 0
40 If the issuer has identified a hedge, check box ~ 0

• Under penalt r perjury, 1 declare that I have examined this return and accompanying schedules and statements, and to the best of my knowledge
and belief ey are true, cou and complete.

Here ~ Carol Bonchalk, Director of Finance

I of isyder’s authorized representative bate Type or print name and title

For Pape ork Reductiof Act Notice, see page 2 of the Instructions. cat. No. 637735 Form 8038-G (Rev. 11-2000)
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LAWOFACES

One South(butchAvenue
Suite 1500

Tucson, Arizona 85701-1630
(520) 882-1200

Faxi (520)884-1294
wwwzw~wcem

Timothy E. Pickrell
Partner

520-882-1264
tpickrell@swlaw.com May 14, 2004

TUCSON, ARIZONA

PHOENIX, ARIZONA

tRVINE, CAlIFORNIA

5ALTLAKE an, UTAH

naiw~~°LORADO

LAS VEGAS, NEvADA

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Internal RevenueServiceCenter
Ogden,Utah 84201

Re: $25,770,000Pima County, ArizonaSewerRevenueRefundingBonds,
Series2004

Dear Sir or Madam:

On behalf of Pima County, Arizona, enclosedis the original and one copy of Form
8038-G, Information Return for Tax-Exempt Governmental Obligations, regarding the sale of
the above-referencedbonds. I would appreciate it if you would pleasedatestampor otherwise
mark the enclosedcopyof the form asreceivedandreturn it to me. A pre-addressed,postage-
paidenvelopeis alsoenclosedfor yourconvenience.Thankyou.

Verytruly yours,

SNELL & WILMER L.L.P.

TEP/jer
enclosure

311530

Timothy E. Pickrell

Sncli ‘St ‘IllIIntcr is mciiher oi tX 141 IN Lii, a Icatliii~ issoc ation of indcpcndcnr bmw firms.
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Report ofBond and Security Issuance
Pursuant to A.R.S. § 35-501B

This information is due to the DepartmentofRevenuewithin 60 daysof theissue.

1. Jurisdiction: PimaCounty,Arizona

2. Issuename/title: SewerRevenueRefundingBonds,Series2004

3. DatedDate: 5/1/04 Closing Date: 5/11/04 4. Par Amount: $25,770,000

5. Overall Interest rate (NIC): 3.7034485% 6. Type ofBond or Security: SewerRevenue

7. Repaymentsources: SewerRevenue

•

8. Total amount outstanding: $139,593,383 9. Total amount outstanding of senior
or subordinatebonds: $ 139,593,383

10.

a.

Original issue price: Attach Schedule 1

ParAmount
(Principal Amount) $25,770,000.00

11. Total limitations (Constitutional or Statutory)
on the typeofbonds/securitiesissued:N/A

For_general_obligation_Bonds:

•

b. Original issue Discount (-) 23,840.00 a. Secondary net assessed value: $

c. Premium Amount (+) 1,281,408.70 b. Debt limit percentage:

d. Original Issue Price (=) $27,027,568.70 c. Total debt limit: $

e. Underwriter Compensation
(Discount) (-) 257,700.00

12. Available debt limit: $

f. Net Proceeds (=) 26,769,868.70 13. Total amountauthorized:

14. Remaining authorized

amount: $ 23,910,000

15. If voter authorized,
Election dates: May20, 1997

Submit this form with attachments within 60 days of issuance to:
Arizona Department ofRevenue
Attention: Econometrics Section

1600 W. Monroe
Phoenix, Arizona 85007

16 - 19 Pleaseattached 1)a scheduleproviding a detailedlisting of IssueCosts:2) theDebt ServiceSchedule;3)

Form , and 4) theFinal Official Statement. Pleaserefer to instructions on backof form.

~ May11,2004
7awre—/

Title, addressand phonenumber

Carol Bonchalk
Director of Finance
130 WestCongressStreet,7thFloor
Tucson, Arizona 85701’
(520)740-8494

Date

Trustee name,addressand phone
number

Political SubdivisionContact
name,address,phonenumber
Carol Bonchalk
Director of Finance
130 WestCongressStreet,7thFloor
Tucson, Arizona 85701
(520) 740-8494

310463



Arizona Department ofRevenue
Report ofBond and Security Issuance

Schedule1

For eachmaturity date, list theOriginal Issue Discountor the Premium Amount. The total of
thesefiguresshouldequaltheamountslisted on lOb and lOc on theform, In all cases,lOa - lOb
+ lOe lOf.
Nameof Issue: Pima County, Arizona Sewer Revenue Refunding Bonds,Series2004

Par Amount: $25,770,000 Date Closed: May 11. 2004

TOTAL

lOe
Underwriter’s
Compensation
and/or
Placement
AgentFee,if
any __________________

lOf Net
Proceeds(as
shown on
issuance form) — __________________

Maturity Date
(July 1)

Par Amount
(Principal
Amount)

1 Oa
Coupon

Rate Yield
Original

IssuePrice

Premiumor
Discount

1 Ob or 1 Oc
2005 $1,425,000.00 2.000% 1.480% $1,433,322.00 $8,322.00
2006 1,455,000.00 2.250% 1.940% 1,464,384.75 9,384.75
2007 2,335,000.00 2.625% 2.420% 2,349,336.90 14,336.90
2008 2,410,000.00 3.250% 2.810% 2,451,090.50 41,090.50
2009 2,485,000.00 5.000% 3.150% 2,701,443.50 •2 16,443.50
2010 1,575,000.00 3.500% 3.420% 1,581,867.00 6,867.00
2011 1,630,000.00 5.375% 3.650% 1,805,225.00 175,225.00
2012 2,050,000.00 5.500% 3.870% 2,281,281.00 231,281.00
2013 2,975,000.00 5.000% 4.030% 3,193,632.75 218,632.75
2014 3,430,000.00 5.000% 4.150% 3,669,105.30 239,105.30
2015 2,000,000.00 4.125% 4.260% 1,976,160.00 (23,840.00)
2015 2,000,000.00 5.000% 4.260% 2,120,720.00 120,720.00

$27,027,568.70 $1,257,568.70

$257,700.00

$26,769,868.70

310463 2



16. CosTsOF ISSUANCE

Service Cost

Bond Counsel $27,500.00

Registrar/Paying Agent 2,500.00

Disclosure Counsel 20,000.00

Moody’s 10,250.00

Standard & Poor’s 12,000.00

OSPrinting 7,500.00

Verification Agent 2,500.00

Miscellaneous 2,525.32

TOTAL $84,775.23

17. DebtServiceSchedule-- SeeattachedExhibit A

18. Form 80380—Seeattachedcopy

19. Official Statement— Seeattachedcopy

310463 3



$25,770,000.00

EXHIBIT A
PimaCounty,Arizona
SewerRevenueRefundingBonds

Series2004

Debt ServiceSchedule

Date Principal Coupon Interest Total P+l
07/01/2004 . . 180,557.29 180,557.29

07/01/2005 1,425,000.00 2.000% 1,083,343.76 2,508,343.76
07/01/2006 1,455,000.00 2.250% 1,054,843.76 2,509,843.76
07/01/2007 2,335,000.00 2.625% 1,022,106.26 3,357,106.26
07/01/2008 2,410.000.00 3.250% 960,812.50 3,370,812.50
07/01/2009 2,485,000.00 5.000% 882,487.50 3,367,487.50
07/01/2010 1,575,000.00 3.500% 758,237.50 2,333,237.50
07/0112011 1,630,000.00 5.375% 703,112.50 2,333,112.50
07/0112012 2,050,000.00 5.500% 615,500.00 2,665,500.00
07/01/2013 2,975,000~9~_~
07/0112014 3,430,000.00

5.000% — 502,750.00 3,477,750.00
5.000% 354,000.00 3,784,000.00

07/01/2015 4,000,000.00 4.563% 182,500.00 4,182,500.00

Total $25,770,000.00 - $8,300,251.07 $34,070,251.07

Yield Statistics .

Accrued Interest from 05/01/2004to 05/11/2004 30,092.88
Bond YearDollars
AverageLife

$180,035.00
. 6.986Years

AverageCoupon 4.6103541%

Net InterestCost (MC) 4.0549795%
True Interest Cost (TIC) — 3.9280283%
Bond Yield for ArbitragePurposes 3.8061991%
All Inclusive Cost(AIC)

IRS Form 8038

4.0348026%.

Net InterestCost 3.7034485%
Weighted Average Maturity . . 7.006Years

2004AettnlrgQ9S) 1 SNGIEPtJRPOSEI 5’4/2004 I 915AM

RBC Dam RausCher Inc.
Fixed Income Banking - Phoenix Page3

EXH!9IT A

Final



OFFICIAL STATEMENT

NEW ISSUE - BOOK ENTRY ONLY RATINGS: (See“Ratings” herein)

In the opinionofSnell& WibnerL.L.P., BondCounsel, Tucson,Arizona,BondCounsel, underexisting lawsandassumingcompliancewith
certain covenantsbythe Countyasdescribedunder “TAX EXEMPT/ON” herein, intereston theSeries2004Bondsis not includedin the

grossincomeofthe ownersoftheSeries2004Bondsforfederalincometaxpurposesandis not an item ofpreferenceto be included
in thealternative minimum taxofindividuals orcorporations. Interest ontheSeries2004Bondsis not includedin the taxable

incomeof theownersoftheSeries2004Bondsfor StateofArizona incometaxpurposes.See“TAXEXEMPTION” “ORiGINAL ISSUE
DISCOUNT” and “BOND PREMIUM” herein.

$25,770,000
PIMA COUNTY, ARIZONA

SEWER REVENUE REFUNDING BONDS
SERIES2004

Dated: May 1, 2004 Due: July 1, asshownon next page

The Sewer RevenueRefunding Bonds, Series 2004 (the “Series 2004 Bonds”) are being issued by Pima County,
Arizona (the “County”) in accordancewith applicable State law. The Series2004 Bonds are issued in the form of fully-
registered bonds in denominations of $5,000 and integral multiples thereof. Interest on the Series 2004 Bonds is payable
semiannuallyon July 1 and January 1 (eachan “Interest Payment Date”). The first interest payment on the Series2004Bonds
will be July 1, 2004. Interest will be paid oneach Interest PaymentDateby checkmailed by the payingagent to eachregistered
owner ofthe Series2004Bondsat the addressshown onthe registration books (the “Bond Register”) at the closeof businesson
the fifteenth day of the month preceding eachInterest PaymentDate or if such dayis a Saturday, Sunday or holiday on the next
preceding businessday; or by wire transfer to anysecuritiesdepository or, upon two days prior written requestdelivered to the
paying agent specifring a wire transfer addressin the continental United States,to any registered owner owning an aggregate
principal amountof Series 2004Bonds of at least $1,000,000. Principal of and any premium on the Series2004Bondswill be
payable at the designatedcorporate trust office of J.P. Morgan Trust Company, National Association, or successor,asregistrar
and paying agent.

TheSeries2004 Bondswill be issuedasregistered bonds and will be registered in the nameof Cede& Co., asnominee
of The Depository Trust Company, NewYork, NewYork (“DTC”), which will act assecuritiesdepository for the Series2004
Bonds. Purchasesof beneficial interests in such Series2004Bondswill be made in book-entry-only form. Purchaserswill not
receive certificates representingthe ownership of interest in the Series2004Bondspurchasedby them. So long asthe Series
2004Bondsare registered in the nameof Cede & Co., asnomineeof DTC, payments of the principal, interest and premium, if
any, on the Series2004 Bonds will be made directly by the PayingAgent to Cede& Co., as nominee of DTC. See“THE
SERIES 2004 BONDS— Book-Entry-OnlySystem”herein.

TheSeries 2004Bondsare subject to redemptionprior to their statedmaturities, asdescribedherein.

The Series2004Bondsarebeing issuedfor the purpose of providing funds to (i) refund in advance of maturity certain
maturitiesof outstandingsewerrevenuebondsoftheCounty,and(ii) pay costsrelating to the issuanceofthe Series2004Bonds.

Principal of,premium, if any, and interest onthe Series2004Bondsare payablesolelyfrom and securedby a pledgeof
the Net Revenuesof the Systemon parity of lien with certain outstanding sewerrevenuedebt and additional parity debtthat may
be issuedin the future under the herein-describedSewer Bond Resolution. THE SERiES 2004BONDS ARE NOT GENERAL
OBLIGATIONS OF THE COUNTY OR A CHARGE AGAINST THE GENERAL CREDIT OR TAXING POWER OF THE
COUNTY, THE COUNTY IS NOT LIABLE FOR THE PAYMENT OF THE SERIES 2004BONDS FROM ANY SOURCES
OF FUNDSEXCEPT THE SOURCESAND FUNDSDESCRIBED HEREIN. See“THE SERIES 2004BONDS - Securityand
SourceofPayment” herein,

The scheduledpayment of principal of and interest on the Series2004Bondswhen due will be guaranteedunder an
insurance policy to be issued concurrently with the delivery of the Series 2004 Bonds by FINANCIAL SECURITY
ASSURANCE INC.

1?FSA..
This coverpagecontains only a brief description of the Series2004Bonds and the security therefor. It is not intended

to be a summary of material information with respect to the Series 2004 Bonds. Investors should read the entire Official
Statementto obtain information necessaryto make an informed investmentdecision.

TheSeries2004Bondsare offeredwhen,asandjf issuedbythe CountyandreceivedbytheUnderwriter, subjectto theapprovingopinion of
Size/I& Wilmer L.L.P.,BondCounsel, Tucson,Arizona, asto validity andtax exemption. Certain matterswill bepasseduponfor the

Underwriterby itscounsel, GreenbergTraurig, LLP, Phoenix,Arizona. It is expectedthatthe Series2004Bondswill be
availablefor delivetythrough the facilities ofDTC, onor aboutMay 11, 2004.

RBCDAIN RAUSCHER
May 4, 2004



Form 8038-C
(Rev. November 2000)
Oepartment or the Treasury
Internal Revenue Service

Information Return for Tax-Exempt Governmental Obligations
~ Under Internal Revenue Code section 149(e)

P See separate Instructions.
Caution: tf the issue price is under $100,000, use Form 8038-GC.

0MB No. 1545~0720

&1111 Reporting Authority If Amended Return, check here ~ Eli
1 Issuer’s name 2 Issuer’s employer identification number

Pima County, Arizona I 86 6000543
3 Number and street (or P.O. box if mail is not delivered to street address) I Room/suite

130 West Congress J 5th Floor
4 Report number

3 2004-SI
- 5 City, town, or post office, state, and ZIP code

Tucson, Arizona 85701
6 Date of issue

0511112004
7 Name of issue 8 CUSIP number

Sewer Revenue Refunding Bonds, Series 2004 721876 LR 9
9 Name and title of officer or legal representative whom the IRS may call for more information Jb0 Telephone number of officer or legal representative

Carol Bonchalk, Director of Finance ( 520 ) 740-8494
I~TI1lI Type of Issue (check applicable box(es) and enter the issue price) See instructions and attach schedule
11 El Education
12 El Health and hospital “r~”’~—’-~——-~
13 0 Transportation RECEIVED ‘

14 0 Public safety
15 ~ Environment (including sewage bonds) 04.0

to16 0 Housing c’~i
17 0 Utilities
18 0 Other. Describe ~ OGDEN. UT

19 If obligations are TANs or RANs, check box ~ El If obligations 3FWBANs, check bor’r’H
20 If obligations are in the form of a lease or installment sale, check box ~ El

..IL
12
Ii
ii

27,027,568.70

17

I~1ThhII Description of Obligations. Complete for the entire issue for which this form is being filed.

(a) Final maturity date j (b) Issue price (c) stated redemp9on (d) weighted (e) Yieldprice at maturity average maturity

21 07/01/2015 $ 27,027,568.70 $ 25,770,00.00 7.006 years 3.8061991 %
i~1m&’i Uses of Proceeds of Bond Issue (including underwriters’ discount)
22 Proceeds used for accrued interest
23 Issue price of entire issue (enter amount from line 21, column (b))
24 Proceeds used for bond issuance costs (including underwriters’ discount) I 24
25 Proceeds used for credit enhancement I
26 Proceeds allocated to reasonably required reserve or replacement fund . . I
27 Proceeds used to currently refund prior issues I
28 Proceeds used to advance refund prior issues 1
29 Total (add lines 24 through 28)
30 Nonrefundincj proceeds of the issue (subtract line 29 from line 23 and enter amount here).

22
342,475.32 23

30,092.88

25
26
21
28

27,027,568.70

81,768.60

26,603,324.78

r~
o~

~

I~Th~TIDescription of Refunded Bonds (Complete this part only for refunding bonds.)

29
30

27,027,568.70
0

31 Enter the remaining weighted average maturity of the bonds to be currently refunded . .

32 Enter the remaining weighted average maturity of the bonds to be advance refunded . .

33 Enter the last date on which the refunded bonds will be called
34 Enter the date(s) the refunded bonds were issued $

.

,

6.481 years
years

07/01/2004
02/09/1994

tF1TITAI Miscellaneous

1:a~
—
37a1 N/A

35 Enter the amount of the state volume cap allocated to the issue under section 1 41(b)(5)
36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract (see instructions)

b Enter the final maturity date of the guaranteed investment contract ~ _______________________
37 Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units ________________________

b lf this issue is a loan made from the proceeds of another tax-exempt issue, check box ~ El and enter the name of the
issuer ~- and the date of the issue ~ ___________________________

38 If the issuer has designated the issue under section 265(b)(3)(B)(i)(lll) (small issuer exception), check box , . . ~ El
39 If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check box ~- El
40 If the issuer has identified a hedge, check box . ~ El

Sign
Here

under penaltiera perjury, I declare that I have examined this return and accompanying schedules and statements, and to the best of my knowledge
,tfieyJare true, correck and complete.

~ ~/~% ~ Carol Bonchalk, Director of Financeresentative bate Type or print name and tiffe

For PaperyiI’ork Reductio6 Act Notice, see page 2 of the Instructions, cat. No. 63773S Form 8038-G (Rev. 11~2O0O)



Snell&Wilmer
LAWOFFIOES

OneSouth CburchAvenue
Suite 1500

Tucson,Arizona85701-1630
(520) 882-1200

Far (520)884-1294
www~wlawcom

Timothy E. PickreIl
Partner

520-882-1264
tpickrell@swlaw.com May 14, 2004

1UOSON,AJUZONA

PHOENIX,ARIZONA

mvmia.cAulOENtA

SALTLAXE~~~Y,UTAH

DENVER. cXJLORADO

LAS VEOAS. NEVADA

VIA CERTIFIED MAIL
RETURNRECEIPT REQUESTED

Arizona Department of Revenue
Attention: Econometrics Section
1600 West Monroe
Phoenix,Arizona 85007

Re: $25,770,000PimaCounty,ArizonaSewerRevenueRefundingBonds
Series2004

Dear Sir or Madam:

Enclosedis a completedReportof Bond andSecurityIssuancefor the abovedescribed
Bonds. Pleasecall meif you haveanyquestions.

Very truly yours,

SNELL & WILMERL.L.P.

TEP/jer
enclosure

311526

Pie ell

Snell Sc Wilnier is a neinher ,~fi 1X Mt NL 1, ti leticIsa 55, citric’s 1 nIcpcnclenr Itics firms.
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UNLESSTHISBOND IS PRESENTEDBY AN AUTHORIZED REPRESENTATIVEOFTHE
DEPOSITORYTRUST COMPANY,A NEWYORK CORPORATION (“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOF TRANSFER,EXCHANGEORPAYMENT,
ANDANYBONDISSUEDIS REGISTEREDIN THE NAME OF CEDE & CO. ORIN SUCH
OTHERNAME AS IS REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY
PERSONIS WRONGFULINASMUCH AS THE REGISTEREDOWNERHEREOF,CEDE &
CO., HASANINTERESTHEREIN.

PIMA COUNTY, ARIZONA
SEWERREVENUEREFUNDING BOND

SERIES 2004

Number: Denomination:
R-l $1,425,000

InterestRate Maturity Date Original IssueDate CUSIP
2.000% July 1,2005 May 1,2004 721876LS 7

RegisteredOwner: CEDE & CO.

PrincipalAmount: ONE MILLION FOURHUNDRED
NO/i 00 DOLLARS

PIMA COUNTY, ARIZONA (the “Coi received,herebypromisesto pay
to theregisteredowneridentifiedabove,or rç~~1at’~ignsasprovidedherein,on thematurity
dateset forth above,the principal amount~J~Tfth above,and to pay intereston the unpaid
principalamountatthe interestrateshownabove.

CertainBondsof the issueof which this Bond is one aresubjectto call for redemption
prior to maturityin accordancewith thetermssetforth within this Bond.

Interestis payableon January1 andJuly 1 of eachyearcommencingJuly 1, 2004, and
will accruefrom themostrecentdateto which interesthasbeenpaid,or, if no interesthasbeen
paid, from the original issuedatesetforth above. Interestwill be computedon the basisof a
360-dayyearoftwelve 30-daymonths.

Principal,interestand anypremiumarepayablein lawful mOney ofthe United Statesof
America. Interest prior to maturity will bepaid by checkpayablein suchmoneydrawnon the
Paying Agent and payableto the order of and mailed by the PayingAgent to the registered
ownerat the addressshownon theregistrationbooksmaintainedby the Bond Registrarat the
closeof businesson the recorddate,or by wire transfer,asexplainedherein. The principaland
any premium will be paid when dueto theregisteredownerupon surrenderof this Bond for
paymentat the designatedoffice of the PayingAgent, which on the original issuedate is the
principal corporate trust office of J.P, Morgan Trust Company, National Association.



UNLESSTHIS BONDIS PRESENTEDBY ANAUTHORIZED REPRESENTATIVEOF THE
DEPOSITORYTRUST COMPANY, A NEW YORK CORPORATION (“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOF TRANSFER,EXCHANGE OR PAYMENT,
AND ANY BOND ISSUED IS REGISTEREDIN THE NAME OF CEDE& CO. ORIN SUCH
OTHERNAME AS IS REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC
(AND ANY PAYMENT IS MADE TO CEDE& CO. OR TO SUCH OTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY
PERSONIS WRONGFULINASMUCH AS THE REGISTEREDOWNERHEREOF,CEDE &
CO., HAS AN INTEREST HEREIN.

PIMA COUNTY, ARIZONA
SEWERREVENUEREFUNDING BOND

SERIES2004

Number: Denomination:
R-2 $1,455,000

InterestRate Maturity Date Original IssueDate CUSIP
2.250% July 1,2006 May 1,2004 721876LT 5

Registered Owner: CEDE& CO.

PrincipalAmount: ONEMILLION FOURHUNDRED THOUSANDAND

NO/100 DOLLARS
PIMA COUNTY, ARIZONA (the “~~ç,’1orvaluereceived,herebypromisesto pay

to theregisteredowneridentifiedabove,or re~*Ifldassignsasprovidedherein,on thematurity
date set forth above, the principal amountset forth above,and to pay intereston the unpaid
principalamountatthe interestrateshownabove.

CertainBondsof theissue of which this Bond is one aresubjectto call for redemption
prior to maturityin accordancewith thetermssetforth within this Bond.

Interestis payableon January1 andJuly 1 ofeachyearcommencingJuly 1, 2004, and
will accruefrom themostrecentdateto which interesthasbeenpaid, or, if no interesthasbeen
paid, from the original issue dateset forth above. Interestwill be computedon the basisof a
360-dayyearoftwelve30-daymonths.

Principal, interest andany premiUmarepayablein lawful moneyof the United Statesof
America. Interestprior to maturitywill bepaidby checkpayablein suchmoneydrawnon the
Paying Agent and payableto the order of and mailedby the Paying Agent to the registered
ownerat the addressshownon the registrationbooksmaintainedby the Bond Registrarat the
closeof businesson the recorddate,or by wire transfer,asexplainedherein. The principaland
any premiumwill be paid when due to the registeredownerupon surrenderof this Bond for
paymentat the designatedoffice of the Paying Agent, which on the original issuedateis the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



UNLESSTHIS BOND ISPRESENTEDBY AN AUTHORIZED REPRESENTATIVEOF THE
DEPOSITORYTRUST COMPANY,A NEWYORKCORPORATION(“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOF TRANSFER,EXCHANGEORPAYMENT,
ANDANYBONDISSUED IS REGISTEREDIN THENAME OF CEDE& CO. ORIN SUCH
OTHERNAMEAS IS REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC
(AND ANYPAYMENTIS MADE TO CEDE& CO. ORTO SUCHOTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER,
PLEDGEOR OTHERUSE HEREOFFORVALUE OR OTHERWISE BY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THE REGISTEREDOWNERHEREOF,CEDE &
CO., HASANINTERESTHEREIN.

PIMACOUNTY,ARIZONA
SEWERREVENUEREFUNDING BOND

SERIES 2004

Number: Denomination:
R-3 $2,335,000

Interest Rate Maturity Date Original Issue Date CUSIP
2.625% July 1,2007 Mayl,2004 721876LU2

RegisteredOwner: CEDE& CO.

PrincipalAmount: TWO MILLION THREEHUNDRED<F$!ASt~VETHOUSANDAND
NO/i 00 DOLLARS

PIMA COUNTY, ARIZONA (the“Co M’value received,herebypromisesto pay
to theregisteredowneridentifiedabove,orre assignsasprovidedherein,on thematurity
dateset forth above,the principal amount set orth above,and to pay interest on the unpaid
principalamountatthe interestrateshownabove.

CertainBondsof the issueof which this Bond is one aresubjectto call for redemption
prior to maturityin accordancewith thetermssetforth within this Bond.

Interestis payableon JanuaryI andJuly 1 of eachyearcommencingJuly 1, 2004, and
will accruefrom themostrecentdateto which interesthasbeenpaid, or, if no interesthasbeen
paid, from the original issuedateset forth above. Interestwill be computedon the basisof a
360-dayyearoftwelve30-daymonths.

Principal,interestand any premiumarepayablein lawful moneyof the United Statesof
America. Interest prior to maturitywill bepaid by checkpayablein suchmoneydrawnon the
Paying Agent and payable to the order of and mailedby the PayingAgent to the registered
owner at the addressshownon the registrationbooksmaintainedby the Bond Registrarat the
close of business on the record date, or by wire transfer,asexplainedherein. The principaland
any premiumwill be paid whendue to theregisteredownerupon surrenderof this Bond for
paymentat the designatedoffice of the Paying Agent, which on the original issuedate is the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



UNLESSTHIS BOND IS PRESENTEDBY AN AUTHORIZED REPRESENTATIVEOF THE
DEPOSITORYTRUST COMPANY, A NEW YORK CORPORATION (“DTC”) TO THE
BONDREGISTRARFORREGISTRATION OF TRANSFER,EXCHANGEORPAYMENT,
ANDANYBONDISSUED IS REGISTEREDIN THENAMEOFCEDE& CO. OR IN SUCH
OTHER NAME AS IS REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER,
PLEDGEOR OTHERUSE HEREOFFORVALUE OR OTHERWISEBY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THE REGISTEREDOWNERHEREOF,CEDE&
CO., HASANINTERESTHEREIN.

PIMA COUNTY,ARIZONA
SEWERREVENUEREFUNDING BOND

SERIES2004

Number: Denomination:
R-4 $2,410,000

InterestRate Maturity Date Original IssueDate CUSIP
3.250% July 1,2008 Mayl,2004 72I876LV0

Registered Owner: CEDE& CO.

PrincipalAmount: TWO MILLION FOUR HUNDREPa~q11KUSANDAND NO/I00
DOLLARS

PIMA COUNTY, ARIZONA (the“9~~f))4&value received, hereby promises to pay
to theregisteredowneridentifiedabove,or rh~~(edassignsasprovidedherein,on thematurity
dateset forth above,the principal amount set forth above,and to pay intereston the unpaid
principalamountat the interestrateshownabove.

CertainBondsof the issueof which this Bond is onearesubjectto call for redemption
prior to maturityin accordancewith thetermssetforth within this Bond.

Interestis payableon JanuaryI and July 1 ofeachyearcommencingJuly 1, 2004, and
will accruefrom the mostrecentdateto which interesthasbeenpaid, or, if no interest has been
paid, from the original issue date set forth above. Interestwill be computedon the basisof a
360-day year of twelve 30-day months.

Principal,interestandany premiumarepayablein lawful moneyof theUnited Statesof
America. Interestprior to maturitywill bepaidby checkpayablein suchmoneydrawnon the
Paying Agent and payableto the order of and mailed by the Paying Agent to the registered
ownerat the addressshownon the registrationbooksmaintainedby the Bond Registrarat the
closeof businesson the recorddate,or by wire transfer,asexplainedherein. Theprincipal and
any premiumwill be paid whendue to the registeredownerupon surrenderof this Bond for
paymentat the designatedoffice of the PayingAgent, which on the original issuedate is the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



UNLESSTHIS BOND ISPRESENTEDBY AN AUTHORIZED REPRESENTATIVEOFTHE
DEPOSITORYTRUST COMPANY,A NEWYORKCORPORATION(“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOF TRANSFER,EXCHANGEORPAYMENT,
ANDANYBONDISSUEDIS REGISTEREDIN THE NAME OF CEDE& CO. ORIN SUCH
OTHERNAMEAS IS REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC
(AND ANYPAYMENT IS MADE TO CEDE& CO. ORTO SUCHOTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGEOR OTHERUSE HEREOFFOR VALUE OR OTHERWISE BY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THEREGISTEREDOWNERHEREOF,CEDE&
CO., HASANINTERESTHEREIN.

PIMA COUNTY,ARIZONA
SEWERREVENUEREFUNDINGBOND

SERIES 2004

Number: Denomination:
R-5 $2,485,000

InterestRate Maturity Date Original IssueDate CUSIP
5.000% July 1,2009 Mayl,2004 721876LW8

Registered Owner: CEDE& CO.

PrincipalAmount: TWO MILLION FOURHUNDRE]~4*~*~IVETHOUSANDAND

NO/l00DOLLARS
PIMA COUNTY, ARIZONA (the ~Cfl4~JSa valuereceived,herebypromisesto pay

to theregisteredowneridentifiedabove,qra4e’~’6dassignsasprovidedherein,on thematurity
date set forth above,the principal amouIke~1!’~forthabove, and to pay intereston the unpaid
principalamountatthe interestrateshownabove.

CertainBondsof theissueof which this Bond is one aresubjectto call for redemption
prior to maturity in accordancewith thetermssetforth within this Bond.

Interestis payableon January1 andJuly 1 of eachyearcommencingJuly 1, 2004, and
will accruefrom the mostrecentdateto which interesthasbeenpaid, or, if no interesthasbeen
paid, from the original issuedateset forth above. Interestwill be computedon the basisof a
360-dayyearoftwelve30-daymonths.

Principal, interestandanypremiumarepayablein lawful moneyof theUnited Statesof
America. Interestprior to maturitywill bepaidby checkpayablein suchmoneydrawnon the
PayingAgent and payableto the order of and mailedby the Paying Agent to the registered
ownerat the addressshownon the registrationbooks maintainedby the Bond Registrarat the
close of business on therecorddate,or by wire transfer,asexplainedherein. The principaland
any premium will be paid when due to the registeredownerupon surrenderof this Bond for
paymentat the designatedoffice of the Paying Agent,which on the original issuedate is the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



UNLESSTHIS BOND IS PRESENTEDBY AN AUTHORIZED REPRESENTATIVEOF THE
DEPOSITORYTRUST COMPANY,A NEWYORKCORPORATION(‘DTC”) TO THE
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT,
AND ANY BOND ISSUED IS REGISTEREDIN THE NAME OF CEDE& CO. OR IN SUCH
OTHERNAME AS IS REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC
(AND ANY PAYMENT IS MADE TO CEDE& CO. OR TO SUCH OTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGEOROTHERUSE HEREOFFORVALUE OR OTHERWISEBY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THEREGISTEREDOWNERHEREOF, CEDE&
CO., HAS AN INTEREST HEREIN.

PIMA COUNTY, ARIZONA
SEWERREVENUEREFUNDING BOND

SERIES 2004

Number: Denomination:
R-6 $1,575,000

InterestRate Maturity I~iat~ Original IssueDate CUSIP
3.500% Julyl,2010 MayI,2004 72I876LX6

Registered Owner: CEDE& CO. / 45
PrincipalAmount: ONEMILLION FIVE HUNDRED SE4~S-FIVETHOUSANDAND

NO/l 00 DOLLARS

PIMA COUNTY, ARIZONA (the “Cfl~~5r value received, herebypromisesto pay
to theregisteredowneridentifiedabove,or~~Jr~dassignsasprovidedherein,on thematurity
dateset forth above,the principal amount~#forth above,and to pay intereston the unpaid
principal amountatthe interestrateshownabove.

CertainBondsof theissueof which this Bond is one aresubjectto call for redemption
prior to maturity in accordancewith thetermssetforth within this Bond.

Interestis payableon January1 andJuly 1 of eachyearcommencingJuly 1, 2004, and
will accrue from the most recent dateto which interesthasbeenpaid, or, if no interesthasbeen
paid, from the original issuedatesetforth above. Interestwill be computedon the basisof a
360-dayyearof twelve30-daymonths.

Principal,interestand anypremiumarepayablein lawful moneyofthe United Statesof
America. Interestprior to maturity will be paid by checkpayablein suchmoneydrawnon the
Paying Agent andpayableto the order of and mailedby the PayingAgent to the registered
ownerat the addressshownon the registrationbooksmaintainedby the Bond Registrarat the
closeofbusinesson therecorddate,or by wire transfer,asexplainedherein. Theprincipaland
any premiumwill be paid when due to theregisteredownerupon surrenderof this Bond for
paymentat the designatedoffice of the Paying Agent, which on the original issuedate is the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



UNLESSTHIS BONDIS PRESENTEDBYANAUTHORIZEDREPRESENTATIVEOFTHE
DEPOSITORYTRUST COMPANY,A NEWYORKCORPORATION(“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOF TRANSFER,EXCHANGEORPAYMENT,
ANDANYBONDISSUEDIS REGISTEREDIN THENAMEOF CEDE& CO. ORIN SUCH
OTHERNAMEAS IS REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC
(AND ANYPAYMENTIS MADETO CEDE& CO. ORTOSUCHOTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGEOR OTHERUSE HEREOFFORVALUE OR OTHERWISEBY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THEREGISTEREDOWNERHEREOF,CEDE&
CO., HASANINTERESTHEREIN.

PIMACOUNTY,ARIZONA
SEWERREVENUEREFUNDING BOND

SERIES2004

Number: Denomination:
R-7 $1,630,000

Interest Rate Maturity Date Original IssueDate CUSIP
5.375% July 1,2011 May 1, 2004 721876 LY4

RegisteredOwner: CEDE & CO.

PrincipalAmount: ONE MILLION SIX HUNDRED AND NO/lOO

DOLLARS

PIMA COUNTY,ARIZONA(the valuereceived,herebypromisesto pay
to theregisteredowneridentified assignsasprovidedherein,onthematurity
date set forth above, the principal amo’~3~fforth above, and to pay intereston the unpaid
principalamountattheinterestrateshownabove.

CertainBondsof the issueof which this Bond is one are subject to call for redemption
prior to maturity in accordance with the terms set forth within thisBond.

Interestis payableon January1 andJuly 1 of eachyearcommencingJuly 1, 2004, and
will accruefrom the mostrecentdateto which interesthasbeenpaid, or, if no interesthasbeen
paid, from the original issuedateset forth above. Interestwill be computedon the basisof a
360-dayyearoftwelve30-daymonths.

Principal, interest and anypremiumarepayablein lawful moneyofthe UnitedStatesof
America, Interestprior to maturitywill bepaidby checkpayablein suchmoneydrawnon the
Paying Agent and payable to the order of and mailed by the Paying Agent to the registered
ownerat the addressshownon the registrationbooksmaintainedby the Bond Registrarat the
closeof businesson the recorddate,or by wire transfer,asexplainedherein. Theprincipal and
any premium will be paid whendue to the registeredowner upon surrenderof this Bond for
paymentat the designatedoffice of the PayingAgent, which on the original issuedate is the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



UNLESSTHIS BONDIS PRESENTEDBY ANAUTHORIZEDREPRESENTATIVEOFTHE
DEPOSITORYTRUST COMPANY,A NEWYORKCORPORATION(“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOF TRANSFER,EXCHANGEORPAYMENT,
ANDANYBONDISSUED IS REGISTEREDIN THENAMEOFCEDE& CO. ORIN SUCH
OTHERNAMEAS IS REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC
(AND ANYPAYMENTIS MADETO CEDE& CO. ORTO SUCHOTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGEOROTHERUSE HEREOFFORVALUE OR OTHERWISEBY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THEREGISTEREDOWNERHEREOF,CEDE&
CO., HASANINTERESTHEREIN.

PIMACOUNTY,ARIZONA
SEWERREVENUEREFUNDINGBOND

SERIES 2004

Number: Denomination:
R-8 $2,050,000

Interest Rate Matu~j4y Date Original Issue Date CUSIP
5.500% July 1,2012 May 1,2004 721876LZ1

Registered Owner: CEDE& CO.

Principal Amount: TWOMILLION FIFTY THOUS4$4~. VNO/l00 DOLLARS

PIMA COUNTY, ARIZONA (the“çø~4~t~$~Jorvaluereceived,herebypromisesto pay
to theregisteredowneridentifiedabove,~aiji~t&rEd assignsasprovidedherein,on thematurity
dateset forth above,the principal amoite~fforth above,and to pay intereston the unpaid
principal amountatthe interestrateshownabove.

CertainBondsof the issueof which this Bond is one aresubjectto call for redemption
prior to maturityin accordancewith thetermssetforth within this Bond.

Interestis payableon January1 and July 1 of eachyearcommencingJuly I, 2004, and
will accruefrom themostrecentdateto which interesthasbeenpaid, or, if no interesthasbeen
paid, from the original issue dateset forth above. Interestwill be computedon the basisof a
360-dayyearof twelve30-daymonths.

Principal,interestandany premiumarepayablein lawful moneyofthe United Statesof
America. Interestprior to maturitywill bepaid by checkpayablein suchmoneydrawnon the
PayingAgent and payableto the order of and mailedby the Paying Agent to the registered
ownerat the addressshownon the registrationbooksmaintainedby the Bond Registrarat the
closeof businesson the recorddate,or by wire transfer,as•explainedherein. Theprincipaland
any premiumwill be paid whendue to the registeredownerupon surrenderof this Bond for
paymentat the designatedoffice of the PayingAgent, which on the original issuedate is the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



UNLESSTHIS BOND IS PRESENTEDBY AN AUTHORIZED REPRESENTATIVEOF THE
DEPOSITORYTRUST COMPANY,A NEWYORKCORPORATION(“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOF TRANSFER,EXCHANGEORPAYMENT,
ANDANYBONDISSUED IS REGISTEREDIN THENAMEOFCEDE& CO. ORIN SUCH
OTHERNAMEAS IS REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC
(AND ANYPAYMENTIS MADETO CEDE& CO. ORTO SUCHOTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGEOR OTHERUSE HEREOFFORVALUE OR OTHERWISEBY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THEREGISTEREDOWNERHEREOF,CEDE&
CO., HASANINTERESTHEREIN.

PIMA COUNTY,ARIZONA
SEWERREVENUEREFUNDINGBOND

SERIES 2004

Number: Denomination:
R-9 $2,975,000

Interest Rate Maturity Date Original Issue Date CUSIP
5.000% July 1,2013 Mayl,2004 721876MA5

Registered Owner: CEDE& CO.

Principal Amount: TWOMILLION NINE HUND~ THOUSANDAND
NO/100DOLLARS

PIMA COUNTY,ARIZONA(the ~ y~j~~orvalue received, hereby promises to pay
to the registeredowneridentifiedabove,o&~red assignsasprovidedherein,on thematurity
date set forth above, the principal amountict forth above, and to pay intereston the unpaid
principal amount at the interestrateshownabove,

Certain Bonds of the issue of which this Bond is one are subjectto call for redemption
prior to maturity in accordance with thetermssetforthwithin this Bond.

Interest is payable on January 1 and July 1 of each year commencing July 1, 2004, and
will accrue from the most recentdateto which interesthasbeenpaid,or, if no interesthasbeen
paid, from the original issue dateset forth above. Interestwill be computedon the basisof a
360-day year of twelve 30-daymonths.

Principal, interest and any premium are payablein lawful moneyof the UnitedStatesof
America. Interestprior to maturitywill bepaidby checkpayablein suchmoneydrawnon the
Paying Agent and payableto the order of and mailedby the Paying Agent to the registered
owner at the addressshownon the registrationbooksmaintainedby the Bond Registrarat the
closeof businesson the recorddate,orby wire transfer,asexplainedherein. The principaland
any premiumwill be paidwhen dueto the registeredownerupon surrenderof this Bond for
payment at the designated office of the PayingAgent, which on the original issuedateis the
principal corporate trust office of J.P. Morgan Trust Company, National Association,



UNLESSTHIS BONDIS PRESENTEDBYANAUTHORIZEDREPRESENTATIVEOFTHE
DEPOSITORYTRUST COMPANY,A NEWYORKCORPORATION(“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOFTRANSFER,EXCHANGEORPAYMENT,
ANDANYBONDISSUED IS REGISTEREDIN THENAMEOF CEDE& CO. ORIN SUCH
OTHERNAME AS IS REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC
(AND ANYPAYMENTIS MADETO CEDE& CO. ORTO SUCHOTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGEOR OTHERUSE HEREOFFORVALUE OR OTHERWISE BY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THEREGISTEREDOWNERHEREOF, CEDE&
CO., HASANINTEREST HEREIN.

PIMA COUNTY,ARIZONA
SEWERREVENUEREFUNDINGBOND

SERIES 2004

Number: Denomination:
R-10 $3,430,000

Interest Rate Maturity Date Original IssueDate CUSIP
5.000% JuIyI,2014 Mayl,2004 721876MB3

RegisteredOwner: CEDE & CO.

Principal Amount: THREEMILLION FOURHUND THOUSANDAND
NO/100 DOLLARS

PIMA COUNTY,ARIZONA(the “~jt~~’ror value received, hereby promises to pay
to the registeredowneridentifiedabove,or I~Øj6i~edassignsasprovidedherein,on thematurity
date set forth above, the principal amount set forth above, and to pay interest on the unpaid
principal amount at the interestrateshownabove.

Certain Bonds of the issue of which this Bond is one are subject to call for redemption
prior to maturity in accordance with the terms set forth within this Bond.

Interest is payableon January1 and July 1 of eachyearcommencingJuly 1, 2004, and
will accrue from the most recentdateto which interesthasbeenpaid, or, if no interesthasbeen
paid, from theoriginal issuedateset forth above. Interestwill be computedon the basis of a
360-day year of twelve 30-day months.

Principal, interestandanypremiumarepayablein lawful moneyof theUnited Statesof
America. Interest prior to maturity will be paid by check payablein suchmoneydrawnon the
Paying Agent and payable to the order of and mailed by the Paying Agent to the registered
owner at the address shown on the registration books maintained by the Bond Registrar at the
close of businesson therecorddate,or by wire transfer,asexplainedherein. Theprincipal and
any premium will be paid when due to the registered owner upon surrender of this Bond for
payment at the designated office of the Paying Agent, which on the original issue date is the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



UNLESSTHIS BONDIS PRESENTEDBYANAUTHORIZEDREPRESENTATIVEOFTHE
DEPOSITORYTRUST COMPANY,A NEWYORKCORPORATION(“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOFTRANSFER,EXCHANGEORPAYMENT,
ANDANYBONDISSUED IS REGISTEREDIN THENAME OF CEDE& CO. ORIN SUCH
OTHERNAME AS IS REQUESTEDBY AN AUTHORIZED REPRESENTATIVEOF DTC
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGEOROTHERUSE HEREOFFORVALUE OROTHERWISEBY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THEREGISTEREDOWNERHEREOF,CEDE&
CO., HASANINTERESTHEREIN.

PIMACOUNTY,ARIZONA
SEWERREVENUEREFUNDINGBOND

SERIES 2004

Number: Denomination:
R-ll $2,000,000

Interest Rate Maturity Date Original IssueDat~ CUSIP
4.125% Julyl,20l5 Mayl,2004 721876MC1

Registered Owner: CEDE& CO.

Principal Amount TWOMILLION ANDNO/l00

PIMA COUNTY,ARIZONA(the ç~~9$*dr value received,herebypromisesto pay
to theregisteredowneridentifiedabove,ac1~$i~~edassignsasprovidedherein,on thematurity
dateset forth above,the principal an~\*t forth above,and to pay intereston the unpaid
principal amount at the interest rate shov~’trabovc.

Certain Bonds of the issue of which this Bond is one are subjectto call for redemption
prior to maturity in accordancewith thetermssetforthwithin this Bond.

Interest is payable on January1 andJuly 1 of eachyearcommencingJuly 1, 2004, and
will accrue from the most recent dateto which interesthasbeenpaid, or, if no interest has been
paid, from the original issue dateset forth above. Interestwill be computedon the basisof a
360-dayyearoftwelve30-daymonths.

Principal,interestand anypremiumarepayablein lawful moneyof theUnited Statesof
America. Interestprior to maturitywill bepaidby checkpayablein suchmoneydrawnon the
PayingAgent and payableto the order of and mailed by the Paying Agent to the registered
ownerat the addressshownon the registrationbooksmaintainedby the Bond Registrarat the
closeof businesson therecorddate,or by wire transfer,asexplainedherein. Theprincipal and
any premiumwill be paid whendue to the registeredownerupon surrenderof this Bond for
paymentat the designatedoffice of the PayingAgent, which on the original issuedateis the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



UNLESSTHIS BONDIS PRESENTEDBYANAUTHORIZEDREPRESENTATIVEOFTHE
DEPOSITORYTRUST COMPANY,A NEWYORK CORPORATION(“DTC”) TO THE
BONDREGISTRARFORREGISTRATIONOF TRANSFER,EXCHANGEORPAYMENT,
AND ANY BOND ISSUEDIS REGISTEREDIN THE NAME OF CEDE & CO. OR IN SUCH
OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHERENTITY AS IS
REQUESTEDBY AN AUTHORIZEDREPRESENTATIVEOF DTC), ANY TRANSFER,
PLEDGEOROTHERUSE HEREOFFORVALUE OR OTHERWISEBY OR TO ANY
PERSONIS WRONGFULINASMUCHAS THEREGISTEREDOWNERHEREOF,CEDE&
CO., HASANINTERESTHEREIN.

PIMACOUNTY,ARIZONA
SEWERREVENUEREFUNDINGBOND

SERIES2004

Number: Denomination:
R-12 $2,000,000

InterestRate Maturity Date Original IssueDate CUSIP

5.000% July 1,2015 ~ay1,2004 721876LR9RegisteredOwner. CEDE& CO.
.s~:4~\\~

PrincipalAmount TWO MILLION AND %1#iLLARS

PIMA COUNTY, ARIZON~43i)\tbunty”),for valuereceived,herebypromisesto pay
to theregisteredowneridentified4~~4orregisteredassignsasprovidedherein,on thematurity
dateset forth above,the principaV~tiountset forth above,and to pay intereston the unpaid
principalamountatthe interestrateshownabove.

CertainBondsof the issueof which this Bond is one aresubjectto call for redemption
prior to maturityin accordancewith thetermssetforth within thisBond.

Interestis payableonJanuary1 and July 1 of eachyearcommencingJuly 1, 2004, and
will accruefrom themostrecentdateto which interesthasbeenpaid, or, if no interest has been
paid, from the original issue date set forth above. Interest will be computed on the basis of a
360-dayyearoftwelve30-daymonths.

Principal, interestandanypremiumarepayablein lawful moneyof theUnited Statesof
America. Interestprior to maturitywill bepaid by checkpayablein suchmoneydrawnon the
PayingAgent and payableto the order of and mailedby the PayingAgent to the registered
ownerat the addressshownon the registrationbooksmaintainedby the Bond Registrarat the
close of business on the record date, or by wire transfer, as explainedherein. Theprincipal and
any premium will be paid whendueto the registeredownerupon surrenderof this Bond for
paymentat the designatedoffice of the PayingAgent, which on the original issuedateis the
principal corporate trust office of J.P. Morgan Trust Company, National Association.



ThisBondis oneof an issueof $25,770,000principalamountofBondsof like date,tenor
and effect except~as to rate of interest,number and maturity date, issuedpursuant to the
Constitution and laws of the State of Arizona including particularly Title 11, Chapter2,
Article 4, ArizonaRevisedStatutes,as amended,and ResolutionsNo. 1991-138,1991-182and
No. 2004-58adoptedby the Boardof Supervisorsof PimaCountyon June18, 1991, August6,
1991 and March 9, 2004,respectively(collectively, the “Bond Resolution”), for the purposeof
refundingand redeemingcertainoutstandingSewerRevenueRefundingBonds,Series 1994A,
and to paying the costs of issuancetherefor and necessarypremiums and commissionsin
connectiontherewith.

This Bond andtheissueof which it is a partarepayableasto bothprincipal and interest
solely from thenetrevenuesto bederivedby the Countyfrom the sewersystemof theCounty.
For a more completestatementof the provisionsmadeto securepaymentof the Bonds, the
revenuesfrom which andconditionsunderwhich this Bond is payable,statementsof the terms
underwhich the Bond Resolutionmay bemodified, andthe generalcovenantsandprovisions
pursuantto whichthis Bond is issued,referenceis madeto theBond Resolution.

This Bond andthe interesthereonareenforceableexclusivelyfromj~’terevenuespledged
thereto in the Bond Resolutionandno ownerhereofshallhavethe ri~gMj~i~c~pipeiany exercise
ofthe taxing powerof the Countyto pay this Bond or the interestj~lt~~~7ThisBond doesnot
constitutean indebtednessor pledgeof the generalcredit of td~Wwithin the meaningof
any constitutional,charteror statutoryprovisionsrclatin&495~)øvrrmn~of indebtedness.

.~~v\??9~
Interest on the Bonds will be paid on eac s’t~~tyment date by checkmailed by the

PayingAgent to eachregisteredownerof the B at the addressshownon the registration
book of the Bond Registraron therecorddate(asdescribedbelow), or by wire transferto any
securitiesdepositoryor, upon two daysprior written requestdelivered to the paying agent
specifyinga wire transferaddressin the continentalUnitedStatesby any registeredownerof at
least$1,000,000aggregateprincipalamountof Bonds.

The Bonds maturing on or before July 1, 2014 arc not subject to call for
redemptionprior to their respectivematuritydates.TheBondsmaturingon orafterJuly I, 2015
arc subjectto call for redemptionon and after July 1, 2014 at the electionof the County, in
whole or in parton any date, bythe paymentofaredemptionpriceequalto theprincipalamount
of each Bond called for redemption, without premium, plus accruedinterestto the datefixed for
redemption.

Noticeof redemptionof any Bond will bemailed to the registeredholderoftheBond or
Bonds being redeemedat the addressshown on the bond registermaintainedby the Bond
Registrarnot lessthan30 daysnormorethan60 dayspriorto the specifiedredemptiondate.

The Bond Registrar and Paying Agent is J.P. Morgan Trust Company,National
Association.TheBondRegistraror PayingAgentmaybechangedwithoutnotice.

This Bond is transferableby the registeredowner in person or by attorney duly
authorized in writing at the designatedoffice of the Bond Registrarupon surrenderand
cancellationofthis Bond,but only in the mannerandsubjectto thelimitation anduponpayment



of the chargesprovidedin theBond Resolution. Uponsuchtransfera newbondor bondsofthe
same aggregate principal amount, maturity and interest rate will be issued to the transferee in
exchange.TheBond Registrarmayrequireanowner,amongotherthings,to furnishappropriate
endorsementsandtransferdocumentsandto payanytaxesandfeesrequiredby law orpermitted
by theBondResolution. TheCountyhaschosenthe 15th dayof themonthprecedinganinterest
payment date asthe recorddatefor this seriesof Bonds,unlesssuchdateis a Saturday,Sunday
or holiday, in which case therecorddatewill bedeemedto be thepreviousbusinessday. Should
this Bond be submitted to the Bond Registrar for transfer during the period commencing after the
close of business on the recorddateandcontinuingto andincluding the nextsubsequentinterest
payment date, ownership will be transferredin the normalmannerbut the interestpaymentwill
be made payable to and mailedto theregisteredownerasshownon the Bond Registrar’sbooks
at the close of business on therecorddate.

The Bond Registrarmay but neednot registerthe transferof a Bond which hasbeen
selectedfor redemptionand neednot registerthe transferof any Bond for a periodof 15 days
beforea selectionofBondsto beredeemed.If thetransferofanyBondwhichhasbeencalledor
selectedfor call for redemptionin wholeor in part is registered,any notice ofredemptionwhich
hasbeengivento thetransferorwill bebindinguponthetransfereeanda copy ofthe noticeof
redemptionwill bedeliveredto thetransfereealongwith theBond orBonds.

Bonds of this issue are issuableonly in fully registeredform in the denominationof
$5,000 eachor integralmultiples of $5,000. This Bond may be exchangedat the designated
office oftheBond Registrarfor a like aggregateprincipalamountofBondsof the samematurity
in authorizeddenominationsuponthetermssetforth in theBondResolution.

TheCounty, theBond Registrarandthe PayingAgentmaytreatthe registeredownerof
this Bond astheabsoluteownerfor thepurposeof receivingprincipal,interestandanypremium
andfor all otherpurposesandnoneofthemshallbeaffectedby anynoticeto thecontrary.

It is hereby certified and recited that all conditions, acts and things requiredby the
Constitution and laws of theStateof Arizonato exist,to occurandto beperformedprecedentto
and in the issuance of this Bond exist, have occurredandhavebeenperformedandthatthe series
of Bonds of which this is one, together with all other indebtedness of the County, is within every
debtandotherlimit prescribedby the Constitutionandlawsofthe StateofArizona.

TheCountyhascausedthisBond to beexecutedby the Chairof its Boardof Supervisors
and attestedby its Clerk of the Board of Supervisors,which signaturesmay be facsimile
signatures. This Bond is not valid or binding uponthe County without the manually affixed
signatureof anauthorizedrepresentativeoftheBond Registrar.

UNTY, ARIZONA

ATTEST: Chair, BoardofSupervisors

By
Clerk,BoardofSupervisors



AUTHENTICATIONCERTIFICATE

This Bond is one of the Pima County, Arizona, Sewer Revenue Refunding Bonds,
Series 2004, described in theBondResolutionmentionedherein.

Date of Authentication: May 11, 2004

J.P. Morgan Trust
Association,as

iational

Authorized Representative



STATEMENTOFINSURANCE

Financial Security AssuranceInc. (“Financial Security”), NewYork, New York, has
deliveredits municipal bond insurancepolicy with respectto the scheduledpaymentsdue of
principal of and intereston this Bond to J.P. MorganTrust Company,National Association,
Phoenix, Arizona, or its successor,aspayingagentfor the Bonds(the “Paying Agent”). Said
Policy is on file andavailablefor inspectionat the principal office of the PayingAgentand a
copy thereof maybeobtainedfrom FinancialSecurityor thePayingAg

ABBREVIATIS~S~’

Thefollowing abbreviations,whenused~~tlhscription on thefaceof this Bond,shall
beconstruedasthoughtheywerewrittenout in fuff’accordingto applicablelawsor regulations:

TEN COM -- as tenants in common UNIF GIFT MIN ACT --

TEN ENT -- as tenants bytheentireties ______________Custodian________
JT TEN -- as joint tenants with right of (Cust) (Minor)
survivorshipandnot astenantsin common UnderUniform Gifts

to Minor Act

(State)
Additional abbreviations may also be used though not in list above.



ASSIGNMENT

FORVALUE RECEIVEDtheundersignedherebysells,assignsandtransfersunto

(NameandAddressofTransferee)

(Social Security or other Federal Tax IdentificationNumberofTransferee)

thewithin bondandall rights thereunder,andhere~ably constitutesandappoints
attqn$t~flfansferthe within bond on the

books kept for registration thereof, with full power øsubSbi~ion in the premises

/

Dated: ______________________ ___________________________
Note: The signature(s)on this assignment
mustcorrespondwith thename(s)aswrittenon
the faceof thewithin registeredbondin every
particularwithout alterationor enlargementor
any changewhatsoever.

SignatureGuaranteed:

Note: Signature(s)must be guaranteedby an
eligible guarantor institution pursuant to
Securities and Exchange Commission Rule
l7Ad-15 that is a participant in a signature
guarantorprogramrecognizedby theTrustee.



May—10—04 11:34am Frum—FSA 14159958008 1—756 P.002/006 F—414

Financial Security Assurance Inc.
350 ParkAvenue
New York, NewYork 10022

To Whom it May Concern:

Moody!s InvestnsService

.99a~th
New Yo4 New 3tth- :ox;’

May 10, 2004

Moody’s Investors Service has assigned the rating of ~ (Financial Security
Assurance Inc.. Insured - Policy No. 202892-N) to the $25,770,000.00, Pirna County,
Arizonaasewer Revenue Refunding Bonds, SerIes 2004, dated May 11, 2004
which sold through negotiation on May 4, 2004. The rating is based upon an insurance
policy provided by Financial Security Assurance Inc..

Should you have any questions regarding the above,please do not hesitate to contact
the assigned analyst, Margaret Kessler at (212) 553-7884.

Sincerelyyours,

?71wr/bQi X44&1V

Margaret L. Kessler
Vice President/Senior Analyst

MK:SY



May—10—04 11:35am Frcm—FSA 141 5~958008 T—756 P.003/006 F—414

VLneelftS.Cfrgo Steven (3. Zimmormarn

ST.E~\_N41)i\.IL(L) AdminIstrative Officer Managing Director___________ 55 WaterSlraet, 28thFlocir One Market& fl(1)(1) ~ New York, NY 10041-0003 Steuai-tTa’iver,15th Floor
I tel 212 4S8.2074 San Franoisno, CA 9410540110

vincent_c?rgoestandardandpoors.corn tel 415 371-5004
s(evo...,zin,nia.mann~~thndardandpoors,carn

referenceno.: 667~Q5

May 10, 2004

Financial Security Assurance Inc.
1550 SpearTower
OneMarket
SanFrancisco,CA 94105
Attention: Ms. Sheelagh Flanagan, Managing Director

Re: 525,770,000.Piina County,Arizona,SewerRevenueRefundingBonds,Series2004 dated:
May1, 2004,due:July1, 2005-2015,(POLICY#202892-N)

DearMs. Flanagan:

Pursuantto your requestfor aStandard& Poor’srating on theabove-referencedobligations,we
havereviewedthe information submittedto usand,subjectto the enclosedTermsandConditions,
have assigned a ratingof

t~AAA”. Theratingreflectsourassessmentof thelikelihood of
repaymentof principalandinterestbased on thebondinsurancepolicy your companyis providing.
Therefore, ratingadjustmentsmayresultfrom changesin the financial positionofyourcompany
or thornalterationsin the documentsgoverningthe issue.

The rating is not investment, financial, or otheradviceandyou shouldnotandcannotrely upon
therating assuch. Therating is based on information suppliedto usby you butdoesnotrepresent
anaudit. We undertakeno dutyofduediligenceor independentverificationofany irAforniatioth
Theassignmentofaratingdoesnotcreatea fiduciary relationshipbetweenusandyou or between
usandotherrecipientsoftherating. Wehavenotconsentedto andwill notconsentto being
namedan ‘~expert”underthe applicable securitieslaws, includingwithoutlimitation~Section7 of
theSecuritiesAct of 1933. Theratingis not a “marketrating” noris it a recommendationto buy,
hold, or sell the obligations.

This letterconstitutesStandard& Poofs pennissiorito you to disseminatethe above-assigned
ratingto interestedparties. Standard& Poor’sreservesthe rightto inform its own clients,
subscribers,andthepublic of therating.

Standard& Poor’s relics ontheissuerandits counsel,accountants,andotherexpertsfor the
accuracyaridcompletenessofthe informationsubmitEedin connectionwith therating. This rating
is basedon financialinfonnationanddocumentswe receivedprior to theissuanceof this letter.
Standard& Poor’smustreceivecompletedocumentationrelatingto this issueno laterthan90
daysafterthedateof this letter, Standard& Poor’sassumesthat the documentsyou haveprovided
to us arefinal. If anysubsequentchangesweremadein the finaldocuments, you mustnotify usof
suchchangesby sendingus therevisedfinal documentswith thechangesclearlymarked.



May—10—04 11:35am FrairFSA 14159G56008 1—756 P.004/006 F—414

Ms. SheelaghFlanagan
Page2
May 10,2004

Standard& Poor’s is pleased to be of service to you. For more information pleasevisit our
websiteatwwwstandardanLdpoors.com.[fwe canbe of help in any otherway, pleasecontactus.
Thankyou for choosingStandard& Poor’s andwelook forwardto working with you again

Sincerelyyours,

Standard& Poor’s RatingsServices
a division of TheMcGraw-Hill Companies,Inc.

ILII 4o
By: VincentS. Orgo

AdministrativeOfficer

aw
enclosure



May—10—04 11:35am Frcm—FSA 14159958008 1—756 P005/006 F—414

STANDARD
&P001CS

Standard & Poor’s Ratings Services
Terms and Conditions

Applicable To
U.S. Public FinanceRatings

~çquestfor aratingS Standard& Poor’sissues’public financeratingsfor afeeUponrequestfrom anissuer,or from an
underwriter,financialadvisor,investor,insurancecompany, orotherentity, providedthattheobligor :mdissuer(if
differentfrom theobliger) eachhasknowledgeof therequest. Theterra‘~issuer/obligor”in theseTermsand
Conditionsmeanstheissuerand theobligor if theobligor is differentfrom theissuer.

Agreementto Acc.eixTermsandConditions. Standard& Poor’s assignsPublic FinanceratingssubjectLu theterms
andconditionsstatedhereinandin therating ictren The issuer/obligor’s useofaStandard& Poor’spublic finance
ratingconstitutesagreementto complyin all respects with thetermsandconditionscontainedhereinandin therating
Letterandacknowledgestheissuer/obliger’sunderstanding of thescopeandlimitationsoftheStandard& Poor’s rating
as statedhereinandin theratingletter.

Feesandexpenses.In considerationofotir analyticreview andissuanceofthe rating,theissuer/obligoragreesto pay
Standard& Poor’sa ratingfcc. Paymentofthe feeis notconditionedon Standard& Poor’s issuanceofanyparticular
rating. in most casesanannualsurveillancefeewi II bechargedfor solongaswemaintainthe raring. The
issuer/obligerwill reimburseStandard& Poor’s for reasonabletravelandlegal expensesif suchexpensesare not
includedin the fee. Shouldtheratingnotbe issued,theissuer/obligeragreesto compensateStandard& Poor’sbasedon
thetinic, effort,andchargesincurredthroughthedateuponwhichit is determinedthattheratingwill not beissued.

Scopeof Rating. Theissuer/ebligorunderstandsandagreesthat(0 an issuerratingreflectsStandard& Poor’scurrent
opinionof the issiier/obligor’soverall financialcttpacitytopayits financial obligationsastheycomedne,(ii) anissue
rating reflectsStandard&Poor’scurrentopinionofthe likelihoodthat theissuer/obligerwill makepayments of principal

andintereston a timely basisin accordancewith thetermsofthe obligation,(iii) aratingi~anopinionarid is nota
verifiablestatementoffact, (iv) ratingsarebasedon informationsuppliedto Standard& Poor’sby the issuer/obligoror
by its agentsanduponotherinformationobtainedby Standard& Poor’sfrom othersourcesit considersreliable,(v)
Standard& Poor’sdoesnotperformanauditin cennectionwith anyratingandaratingdoesnot rapreser.tanauditby
Standard& Poor’s,(vi) Standard& Poor’sreliesonthe issuer/obligor,its accountants,ccuxtsel,andotherexpertsfor the
accuracyendcompletenessofthe informationsubmitted~nconnectionwith theratingandsurveillanceprocess,(vii)
Standard& Poor’sundertakesno dutyof duediligenceor independentverificationof anyinformation,(viii) Standard&
Poor’sdoesnot andcannotguaranteetheaccuracy,completeness,or timelinessof the informationrelied on in connection
with aratingorthe resultsobtainedfrom theuseofsuchinfonnation,(ix) Standard& Poor’smayraise, lower,suspend,
placeon CreditWatch,or withdrawaratingatanytime! in Standard& Poor’ssolediscretion,and(a)aratingis nota
“market”ratingnorarecommendationto buy, hold, or sell any financialobligation.

Publication. Standard& Poor’sreservestheright to publish,disseminate,or licenseothersto publishordisseminatethe
ratingandtherationalefor theratingunlesstheissuer/obligorspecificallyrequeststhatthe ratingbeassignedand
maintainedon aconfidentialbasis. if a confidentialraringsubsequentlybecomespublic throughdisclontreby the
issuer/obligororaThird party other than Standard& Poor’s, Standard& Poor’sreservesthe rightto publishit.

Standard &Poor’s maypublishexplanationsofStandard& Poor’sratingscriteriafromtime to timeand nothingin this
Agreementshallbeconstruedaslimiting Standard& Poor’sability to modify or refine Standard& Poor’:; criteriaat any
time asStandard& Poor’sdeemsappropriate.

tnformation~obeProvidedby theIssuer/oblig~.Theissucr/obligorshall meetwith Standard& Poor’sfor ananalytic
reviewat anyreasonabletime Standard& Poor’s requests. The issuer/obliger also agreesto provide Standard &
Poor’spromptlywilh all informationrelevantto the ratingandsurveillanceof theratingincluding information on

materialchangestoinformationpreviouslysuppliedto Standard& Poor’s. The ratingmaybeaffectedby Standard&
Poor’sopinionoftheaccuracy,completeness,timeliness,andreliability of informationreceivedfromthe
issuen’obligoror its agents.Standard& Poor’sundertakesno dutyof duediligenceor independentverificationof
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informationprovidedbytheissucr/obligoror its agents.Standard& PQQr’s reserves the right to withdrawtherating it’
theissuetiobligororits agentsfails to provideStandard& Poor’swith accurate.complete,timely, orreliable
information.

Standard & Poor’s NotanAdvisor~Fiduciary, or Expert. The issuer/obligor understandsand agreesthat Standard &
Poor’s i~notactingas aninvestment, financial, or othor advisorto the issuer/obligorandthat the issuer/obligor should.
notandcannotrelyupontheratingoranyotherinformationprovidedby Standard& Poor’sasinvestmentor financial
advice. Nothing in this Agreementis intendedto or shouldbeconstruedascreatinga fiduciaryrelationshipbetween
Standard& Poor’sandtheissuer/obLigororbetweenStandard& Poor’sandrecipientsof therating. The issuer/obligor
undorst’tndsandagreesthatStandard& Poor’sInsnot consentedto amidwill hot consent to being nan:tedan“expert”
undertheapplicablesecuritieslaws,including withoutlimitation, Section7of theU.S. SecuritiesAct of 1933.

tirniatipj, ott Damager.TheissuerfobligoragreesthatStandard& Poor’s, its officers, directors, shareholders,mid
employeesshall not beliableto theissuer/obligeror anyothcrpersonfor anyactions, damages,claims,liabilities,
costs,expenses,or losseshi anywayarisingoLd of or relatingto theratingpr therelatedanalyticservicesprovidedfor
in an aggregateamountin excessoftheaggregaLefeespaidto Standard& Poor’sfor time rating,exceptfor Standard&
Poor’sgrossnegligenceorwilifol misconduct, In no eventshall Standard& Poor’; its officers, directors,
shareholders,oremployeesbeliablefor consequential,special,indirect, incidental,punitiveor exemplarydamages,
costs,expenses,legal fees,or losses(including, without limitation, lostprofits andopportunity costs). In furtherance
andnot in limitation of the Ibregoing,Standard& Poor’swill not be liable in respectof any decisionsmadeby the
issuer/obligoror anyotherpersonasa resultofthe issuanceof theratingor therelatedanalyticservicesprovided by
Standard& Poor’s hereunderor basedon anythingthatappearsto beadviceor recommendations.Theprovisionsof
this paragraphshall apply regardlessof theformof action,damage,claim, liability, coal,expense,or loss,whetherin
contact,statute,rort (including,without limitation, negligence),orotherwise. Theissuerlobligoracknowledgesand
agreesthatStandard& Poor’sdoesnotwaiveanyprotections,privileges,or defensesit mayhaveunder law, including
butnotlimited tp, theFirst Amet4nuentof theConstitutionof theUnitedStatesof America.

Iran. ThisAgreementshall terminatewhentheratingsarewithdrawn. Notwithstandingtheforegoing, theparagraphs
above,“Standard& Poor’s Not anAdvisor, Fiduciary,or Expert” and“Limitation on Damages”,shall survivethe
terminationofthis Agreementor anywithdrawalofa rating.

Thkd_EartietNothing in thisAgreement,or theratingwhenissued,is intendedorshouldbeconstruedascreatingany
rightson behalfof anythird parties,including, withottt limitation, anyrecipientof therating. No personis intendedas
a(bird partybeneficiaryto this Agreementor to theratingwhen issued.

Binding Effect. This Agreementshall be binding on, andinureto the benefit of, thepartiesheretoandtheir successors
and assigns.

Severability. In theeventthatanyterm or provisionof this Agreementshallbeheldto beinvalid, void, or
unenforceable, then the renninder ofthis Agreementshall notbe affected,impaired, or invalidated, andeachsuch term
and provision shall be valid andenforceableto thefullest extentpermitted by law.

CompleteAgreement. This Agreementconstitutesthccompleteagreementbetweenthepartieswith respectto its subject
matter, ThisAgreementmaynotbemodified exceptin awriting signed•byauthorizedrepresentativesofbothparties~

çpyeminaLaw. This Agreementand therating lettershall be governedby theinternal laws of the StateofNewYorlc
The panicsagreethat thestate and federalcourtsof NewYork shall be the exclusiveforumnsfor anydisputearising
out of’ this Agreementand thepartiesherebyconsentto thepersonal jurisdiction of suchcourts.
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$25,770,000.00
PimaCounty,Arizona
Sewer Revenue RefundingBonds

Series2004

Debt ServiceSchedule

Date Principal Coupon Interest Total P÷l

07/01/2004 - - 180,557.29 180,557.29

07/01/2005 1,425,000.00 2.000% 1,083,343.76 2,508,343.76
07/01/2006 1,455,000.00 2.250% 1,054,843.76 2,509,843.76
07/01/2007 2,335,000.00 2.625% 1,022,106.26 3,357,106.26
07/01/2008 2,410,000.00 3.250% 960,812.50 3,370,812.50
07/01/2009 2,485,000.00 5.000% 882,487.50 3,367,487.50
07/01/2010 1,575,000.00 3.500% 758,237.50 2,333,237.50
07/01/2011 1,630,000.00 5.375% 703,112.50 2,333,112.50
07/01/2012 2,050,000.00 5.500% 615,500.00 2,665,500.00
07/01/2013 2,975,000.00 5.000% 502,750.00 3,477,750.00
07/01/2014 3,430,000.00 5.000% 354,000.00 3,784,000.00
07/01/2015 4,000,000.00 4.563% 182,500.00 4,182,500.00

Total $25,770,000.00 . $8,300,251.07 $34,070,251.07

Yield Statistics

Accrued Interest from 05/01/2004 to 05/11/2004 30,092.88
Bond YearDollars $180,035.00
~y

6ra1eLit~6~86Years

Average Coupon ~.. ..,... !—. . 4.6103541%

IJ~t!&L9_~_._~~9?!1a
BondYield for Arbitragej~poses
All InclusiveCost(AI~ 4.0348026%

IRS Form 8038
Net InterestCost 3.7034485%
Weighted Average Maturity 7.006 Years

2(04 Refunding(Final) I SINGLE PURPOSE I ~412(04 I 915 NA

RBC Dam Rauscher Inc.
Fixed IncomeBanking- Phoenix Page3
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