


$21000000

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 2007

Closing January 25 2007

CLOSING DOCUMENT LIST

TERMS USED HEREIN

County Pima County Arizona

Bond Counsel Squire Sanders Dempsey L.L.P.

Underwriter Prager Sealy Co. LLC

Bond Registrar and Paying Agent U.S. Bank National Association

Financial Consultant RBC Capital Markets

Bond Insurer Ambac Assurance Corporation

Item

No.

I. COUNTY PROCEEDINGS AND RELATED DOCUMENTS

1. Certified copy of Resolution No. 2006-277 passed adopted and approved by the

Board of Supervisors the Board of the County on October 17 2006 ordering

the sale of the Bonds

2. Preliminary Official Statement dated January 2007 including Notice Inviting

Bids for the Purchase of Street and Highway Revenue Bonds

3. Copy of Resolution No. 2007-16 passed adopted and approved by the Board on

January 16 2007 authorizing the issuance and sale of the Bonds

4. Official Statement dated January 16 2007

5. Bond Registrar Transfer Agent and Paying Agent Agreement dated as of January

2007 between the County and the Registrar

6. Financial Guaranty Insurance Policy No. 26160BE the Insurance Policy issued

by the Bond Insurer
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Item

No.

7. Continuing Disclosure Undertaking dated January 25 2007

8. Blanket Issuer Letter of Representations executed by the County and

acknowledged and accepted by The Depository Trust Company

II. CERTIFICATES

1. General Certificate of the County

Exhibit Notices and Agendas of Board Meetings

2. Tax Compliance Certificate 10

Attachment Definitions

Attachment A-i Rebate Instructions

Attachment Underwriters Certificate

Attachment Certificate of Bond Insurer

Attachment Declarations of Official Intent

3. Certificate of Registrar and Paying Agent 11

Exhibit Resolution as to Signature Authority

4. Certificate of Financial Consultant 12

5. Certificate as to Satisfaction of Debt Service Coverage Requirement 13

III. RECEIPTS

1. County Treasurers Receipt for Bond Proceeds 14

2. Paying Agents Receipt for the Insurance Policy 15

3. Underwriters Receipt for the Bonds 16

IV. LEGAL OPINIONS

1. Opinion of Bond Counsel 17

2. Bond Counsels Reliance letter to the Bond Insurer 18

3. Opinion of Counsel to the Bond Insurer 19
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Item

No.

IV. MISCELLANEOUS

1. IRS Form 8038-G with Affidavit of Mailing 20

2. Report of Bond and Security Issuance Pursuant to Arizona Revised Statutes

Section 35-501.B with Affidavit of Mailing 21

3. Specimen Bonds 22

4. Rating Letters 23

5. Closing Memorandum with Debt Retirement Schedule 24

DISTRIBUTION OF TRANSCRIPTS

Transcripts containing executed counterparts or photocopies of the closing documents will

be distributed by Bond Counsel to the following parties

Pima County Arizona

RBC Capital Markets

Squire Sanders Dempsey L.L.P.

Prager Sealy Co. LLC

Ambac Assurance Corporation

U.S. Bank National Association
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RESOLUTION NO. 2006- 277

RESOLUTION OF THE BOARD OF SUPERVISORS OF PIMA
COUNTY ARIZONA ORDERING THE SALE OF NOT TO EXCEED
$25000000 PRINCIPAL AMOUNT OF PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS.

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

Section 1. Pima County Arizona Street and Highway Revenue Bonds in the

principal amount of not to exceed $25000000 the Bonds are hereby ordered to be sold in

accordance with the Notice Inviting Bids for the Purchase of Street and Highway Revenue Bonds

the Notice Inviting Bids in substantially the form attached hereto as Exhibit A. The Bonds
are authorized pursuant to special bond election held in and for Pima County Arizona the
County on November 1997.

Section 2. The Bonds shall be sold only through an on-line bidding process.
Unconditional bids must be submitted electronically as described in the Notice Inviting Bids.

Electronic bids for the purchase of the Bonds will be received through the facilities of PARITY
at the office of the Finance Director of the County as described in Exhibit until the sale date

and time specified therein provided that the sale date and time for the Bonds will be postponed
to later date and time if on the business day before the sale date the County Administrator or

his designee shall cause to be filed in the office of the Finance Director his written statement

that in his opinion the County would obtain more favorable net interest cost for the Bonds by
delaying the receipt of bids for the Bonds until later date. The opinion of the County
Administrator or his designee expressed in any such statement shall be conclusive for all

purposes with respect to the receipt and opening of bids. If the receipt of electronic bids is

postponed notice of such postponement and of the rescheduled date and time for the receipt of
bids shall be given in the manner determined by the County Administrator or his designee.

Electronic bids will be announced immediately after the deadline for submission of bids

in the office of the Finance Director. The Board of Supervisors will award the Bonds to the

bidder whose bid results in the lowest net interest cost to the County taking into account any
premium offered to be paid for the Bonds or will reject all bids.

Section 3. The Clerk of the Board of Supervisors is authorized and directed to cause
the Notice Inviting Bids to be completed executed and transmitted to RBC Capital Markets
financial advisor to the County and circulated so as to be made known to potential bidders for

the Bonds.
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PASSED ADOPTED AND APPROVED by the Board of Supervisors of Pima County
Arizona on October 17 2006.

PIMA COUNTY ARIZONA

By___
Chair ard of Supervisors

ATTEST

By_______
Clerk Board of Supervisors

APPROVED AS TO FORM

SQUIRE SANDERS DEMPSEY L.L.P. Bond Counsel

By \4VM k\
Timothy Fi4rell
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EXHIBIT

NOTICE INVITING BIDS FOR THE PURCHASE OF
STREET AND HIGHWAY REVENUE BONDS

$____________

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 200

NOTICE IS HEREBY GIVEN that unconditional bids will be received to and including

the hour of 1000 A.M. Mountain Standard Time M.S.T. on __________ 2006 oniy through
the facilities of PARITY PARITY by Pima County Arizona the County for the

purchase of all but not less than all of $___________ aggregate principal amount of its Street and

Highway User Revenue Bonds Series 200 the Street and Highway Revenue Bonds
unless the County acting through the County Administrator or his designee postpones receipt of

bids to later date. determination to postpone the sale date will be made and announced by
1000 A.M. M.S.T. on the business day preceding the scheduled sale date. Submission of bids is

further discussed below. The Board of Supervisors of the County will meet on that date to

consider the bids received and award the Street and Highway Revenue Bonds to the bidder

offering the best bid or reject all bids.

TIME FOR RECEIPT OF BIDS Bids will be received to and including the hour of

1000 A.M. M.S.T. The time maintained by PARITY shall constitute the official time.

ELECTRONIC BIDDING PROCEDURES Bids may be submitted only through the

facilities of PARITY. Bids must be submitted on the Official Bid Form that resides on the

PARITY system without alteration or interlineations. Subscription to the Thomson Financial

Municipal Groups BIDCOMP Competitive Bidding System is required in order to submit bid.

The County will neither confirm any subscription nor be responsible for the failure of any
prospective bidder to subscribe. The County is using PARITY as communications media and
not as the Countys agent to conduct electronic bidding for the Street and Highway Revenue
Bonds.

All bids made through the facilities of PARITY shall be deemed irrevocable offers to

purchase the Street and Highway Revenue Bonds on the terms provided in this Notice Inviting

Bids for the Purchase of Street and Highway Revenue Bonds and shall be binding upon the

bidder. Neither the County nor RBC Capital Markets the Countys Financial Advisor shall be

responsible for any malfunction or mistake made by or as result of the use of the facilities of

PARITY the use of such facilities being the sole risk of the prospective buyer.

If any provision of this Notice Inviting Bids for the Purchase of Street and Highway
Revenue Bonds conflicts with information provided by PARITY as the approved provider of

electronic bidding services this Notice Inviting Bids for the Purchase of Street and Highway
Revenue Bonds shall control. Further information about PARITY including any fee charged

may be obtained from BIDCOMP/PARJTY 1395 Broadway 2nd Floor New York New York
10018 Attention Customer Support 212 849-5021.

A-i
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For information purposes only bidders are requested to state in their electronic bids the

net interest cost to the Board as described under AWARD AND DELIVERY herein. All

electronic bids shall be deemed to incorporate the provisions of this Notice Inviting Bids for the

Purchase of Street and Highway Revenue Bonds and the Official Bid Form.

THE STREET AND HIGHWAY REVENUE BONDS The Street and Highway
Revenue Bonds will be dated 200 date of initial delivery thereof and will

bear interest from such date to the maturity or earlier redemption of each of the Street and

Highway Revenue Bonds at rate or rates none of which may exceed twelve percent 12% per

annum payable on 20 and semiannually thereafter on January and July of

each year during the term of each of the Street and Highway Revenue Bonds. The Street and

Highway Revenue Bonds are to mature on July in the years and in the amounts as follows

Due July Principal Amount Due July Principal Amount

PURPOSE The Street and Highway Revenue Bonds are being issued pursuant to the

Constitution and laws of the State of Arizona including Chapter Article 12 of Title 11 of the

Arizona Revised Statutes and all amendments thereto and under the provisions of a. resolution

adopted by the Board of Supervisors of Pima County on __________ 200 and resolution to

be adopted by the Board of Supervisors of Pima County on the sale dÆte collectively the

Resolution and are being issued for the purpose of providing funds for improvements to

County streets and highways and paying costs relating to the issuance of the Street and

Highway Revenue Bonds.

OPTIONAL REDEMPTION The Street and Highway Revenue Bonds maturing on or

before July 20 are not subject to call for redemption prior to their respective maturity
dates. The Street and Highway Revenue Bonds maturing on or after July 20 are subject
to call for redemption on any date on or after July 20 at the election of the County in

whole or in part from maturities selected by the County and within any maturity by lot by the

payment of redemption price equal to the principal amount of each Street and Highway
Revenue Bond called for redemption plus accrued interest to the date fixed for redemption
without premium.

NOTICE OF REDEMPTION Notice of redemption will be given by mail to the

registered owners of the Street and Highway Revenue Bonds at the address shown on the bond

register maintained by the bond registrar not less than thirty 30 days nor more than sixty 60
days prior to the specified redemption date.

BOOK ENTRY ONLY SYSTEM The Street and Highway Revenue Bonds will

initially be issued to and registered in the name of Cede Co. as nominee of the Depository
Trust Company DTC an automated clearinghouse for securities transactions which will act

A-2
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as securities depository for the Street and Highway Revenue Bonds. One fully registered Street

and Highway Revenue Bond in the aggregate principal amount of each maturity will initially be

registered in the name of and held by Cede Co. as nominee for DTC.

So long as the book entry only system is in effect beneficial ownership interests in the

Street and Highway Revenue Bonds will be available in book entry form only through direct or

indirect participants in DTC in the principal amount of $5000 or any integral multiple thereof.

Beneficial owners of the Street and Highway Revenue Bonds will not receive certificates

representing their interests in the Street and Highway Revenue Bonds and will not be deemed to

be registered owners under the Resolution.

So long as the book entry only system is in operation principal of and interest on the

Street and Highway Revenue Bonds will be payable by ________________________ as bond

registrar and paying agent to Cede Co. as nominee of DTC which organization consequently

bears sole responsibility for remitting such principal and interest to the DTC participants for

subsequent credit or disbursement to the beneficial owners of the Street and Highway Revenue
Bonds.

In the event the County determines not to continue the DTC book entry only system or

DTC determines to discontinue providing its services with respect to the Street and Highway
Revenue Bonds and the County does not select another qualified securities depository the

County is required to deliver to DTC for redistribution to beneficial owners of the Street and

Highway Revenue Bonds one or more bond certificates in such principal amount or amounts in

denominations of $5000 and any integral multiple thereof and registered in such name or

names as DTC shall designate.

CUSIP NUMBERS It is anticipated that CUSIP numbers will be assigned to the Street

and Highway Revenue Bonds but no failure to assign such numbers to any Street and Highway
Revenue Bonds nor any error with respect thereto shall constitute cause for failure or refusal by
the purchaser thereof to accept and pay for the Street and Highway Revenue Bonds in

accordance with the terms of the sale. No CUSIP number shall be deemed to be part of any
Street and Highway Revenue Bond or of the contract evidenced thereby. The CUSIP Service

Bureau charge for the assignment of CUSIP numbers shall be paid by the purchaser of the Street

and Highway Revenue Bonds.

INTEREST RATES AND OFFERING PRICES Bids for the purchase of the Street

and Highway Revenue Bonds must state the rate or rates of interest to be paid and not bid at

price less than the par value of the Street and Highway Bonds together with all accrued interest

thereon at the date of delivery of the Bonds will be considered. All Street and Highway
Revenue Bonds of the same maturity must bear the same rate of interest. The difference between

the highest interest rate bid for any maturity and the lowest interest rate bid for any other

maturity shall not exceed one and one-half percent 1-1/2% per annum. Interest will be
calculated on the basis of 360-day year of twelve 30-day months. Interest rates must be

expressed in multiples of one-eighth 1/8th or one-twentieth 1/20th of one percent 1%.

A-3
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Any interest rate bid which would result in an interest payment amount having fractional

cents will be deemed waiver of the right to payment of such fractional cents. No fractional

cents will be paid or accumulated for payment on any Street and Highway Revenue Bond.

SECURITY Principal of and interest on the Street and Highway Revenue Bonds are

payable solely from the revenues derived from taxes fees charges and other monies collected by
the State of Arizona and returned to the County pursuant to Title 28 Chapter 18 Article of the

Arizona Revised Statutes. The Street and Highway Revenue Bonds shall not constitute debt or

obligation of the County within the meaning of any constitutional or statutory debt limitation

nor shall payment of the Street and Highway Revenue Bonds or interest or redemption premiums
thereon be enforceable out of any funds other than the revenues pledged to such payment nor

shall any Bond Owner have the right to compel any exercise of the taxing power of the County to

make such payment.

BOND INSURANCE Each bidder may in making its bid assume as premise either

that the payment of principal of and interest on the Street and Highway Revenue Bonds will be

insured at the bidders expense or that the Street and Highway Revenue Bonds will not be

insured and shall indicate on the bid fonn the premise on which its bid is based. If the accepted

bid is based on an assumption that such policy will be issued the successful bidder shall cause

the policy to be issued at the bidders expense.

FORM OF BID SURETY BOND The prescribed form of bid for the Street and

Highway Revenue Bonds will be available on the PARITY system and all bids must be
submitted on that form. All bids must be covered by financial surety bond from an insurance

company licensed to do business in the State of Arizona and submitted to the County or the

Financial Advisor prior to the opening of the bids in an amount of which is equal

to two percent 2%of the par value of the Street and Highway Revenue Bonds the Deposit.
The financial surety bond must identify each bidder whose bid is guaranteed by such financial

surety bond. The bidder to whom the Street and Highway Revenue Bonds are awarded must
submit its Deposit to the County in the form of certified check or wire transfer as instructed by
the Financial Advisor not later than 1000 A.M. M.S.T. on the next business day following the

award. If the Deposit is not received by that time the financial surety bond may be drawn on by
the County to satisfy the Deposit requirement. The Deposit of the successful bidder will be

applied to the purchase price of the Street and Highway Revenue Bonds or retained and forfeited

as liquidated damages in the event such bidder does not take up and pay for the Street and

Highway Revenue Bonds immediately upon the Countys satisfaction of all conditions necessary

to their issuance and delivery. No interest will be paid on the Deposit of any bidder.

The Financial Advisor to the County has reserved the right to bid on the Street and

Highway Revenue Bonds.

RIGHT OF REJECTION The County reserves the right in its discretion to reject any
and all bids received and to waive any irregularity or informality in the bids except that the time
for receiving bids shall be of the essence.

A-4
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AWARD AND DELIVERY Unless all bids are rejected the Street and Highway
Revenue Bonds will be awarded to the bidder whose bid results in the lowest net interest cost to

the County. The net interest cost will be determined by computing the aggregate amount of

interest payable on the Street and Highway Revenue Bonds based upon the total principal

amount of Street and Highway Revenue Bonds offered as scheduled to mature in this Notice

from their date to their respective maturities and by deducting therefrom any premium. Delivery

of the Street and Highway Revenue Bonds will be made to the purchaser upon payment in

immediately available funds in Tucson Arizona or at the purchasers request and expense at

any other place mutually agreeable to both the County and the purchaser.

NOTICE REGARDING STATE CONTRACTS Arizona law requires that every

contract to which the State its political subdivisions or any of the departments or agencies of the

State or its political subdivisions including the County is party include notice that such

contract is subject to cancellation within three years after its execution by the State or the

political subdivision including the County department or agency which is party to such

contract if any person significantly involved in initiating negotiating securing drafting or

creating the contract on behalf of the State or the political subdivision including the County

department or agency is at any time while the contract is in effect an employee of any other

party to the contract or an agent or consultant of any other party to the contract with respect to

the subject matter of the contract.

LEGAL OPINION The Street and Highway Revenue Bonds are sold with the

understanding that the County will furnish the purchaser with the approving opinion of Squire
Sanders Dempsey L.L.P. Said attorneys have been retained by the County as Bond Counsel

and in such capacity are to render their opinion only upon the legality of the Street and Highway
Revenue Bonds under Arizona law and on the exclusion of the interest on the Street and

Highway Revenue Bonds from the gross income of the owners of the Street and Highway
Revenue Bonds for federal and state of Arizona income tax purposes. Fees of Bond Counsel will

be paid from the Street and Highway Revenue Bond proceeds.

TAX EXEMPT STATUS The Internal Revenue Code of 1986 as amended the

Code prescribes number of qualifications and conditions which apply to the Street and

Highway Revenue Bonds including investment restrictions periodic payments of arbitrage

profits to the United States requirements regarding the proper use of Street and Highway
Revenue Bond proceeds and the facilities financed therewith and certain other matters. The

County has covenanted to comply with all requirements of the Code that must be satisfied in

order for the interest on the Street and Highway Revenue Bonds to be excludable from gross

income. Failure to comply with certain of such covenants could cause interest on the Street and

Highway Revenue Bonds to become includable in gross income retroactive to the date of

issuance of the Street and Highway Revenue Bonds.

Subject to the condition that the County comply with the above-referenced covenants
under present law in the opinion of Bond Counsel the Street and Highway Revenue Bonds are

not private activity bonds under the Code and interest on the Street and Highway Revenue

Bonds will not be includable in gross income of the owners thereof for federal or Arizona

income tax purposes and will not be treated as an item of tax preference in computing the

A-5
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alternative minimum tax for individuals and corporations. Interest on the Street and Highway
Revenue Bonds may be subject to certain federal taxes imposed only on certain corporations

including the corporate alternative minimum tax on portion of that interest.

Ownership of the Street and Highway Revenue Bonds may result in collateral federal

income tax consequences to certain taxpayers. Prospective purchasers of the Street and Highway
Revenue Bonds should consult their tax advisors as to applicability of any such collateral

consequences. Bond counsel will express no opinion regarding these consequences.

CERTIFICATE TO BE DELIVERED BY SUCCESSFUL BIDDER
Simultaneously with or before delivery of the Street and Highway Revenue Bonds the

successful bidder shall furnish to the County certificate acceptable to Bond Counsel to the

effect that all of the Street and Highway Revenue Bonds have been the subject of an initial

bona fide offering to the public excluding bond houses brokers or similar persons or

organizations acting in the capacity of underwriters or wholesalers at the prices shown on such

certificate plus accrued interest if any ii at the time they agreed to purchase the Street and

Highway Revenue Bonds based upon their assessment of the then prevailing market conditions

they reasonably expected that all Street and Highway Revenue Bonds would be initially sold to

the public excluding bond houses brokers or similar persons or organizations acting in the

capacity of the underwriters or wholesalers at the prices shown on such certificate plus accrued

interest if any and iii the prices shown on such certificate for each of the Street and Highway
Revenue Bonds were the fair market value of such Street and Highway Revenue Bonds as of the

sale date.

CERTIFICATES TO BE DELIVERED BY COUNTY Representatives of the

County will deliver certificates to the effect that no litigation is pending affecting the issuance

and sale of the Street and Highway Revenue Bonds and ii to their best knowledge information

and belief the information contained in the Official Statement
relating to the Street and Highway

Revenue Bonds is true and correct in all material respects. The County will also deliver tax

compliance certificate covering its reasonable expectations concerning use of the proceeds of the

Street and Highway Revenue Bonds and related matters.

PRELIMINARY OFFICIAL STATEMENT DEEMED FINAL FINAL OFFICIAL
STATEMENT The County deems the Preliminary Official Statement provided in connection
with the sale of the Street and Highway Revenue Bonds to be final as of its date except for the

omission of offering prices selling compensation delivery dates terms to be specified in the

winning bidders bid ratings other terms depending on such matters and the identity of the

winning bidder.

The winning bidder must provide the County within twenty-four 24 hours after the

award of the Street and Highway Revenue Bonds with all necessary offering price information

selling compensation information all other terms of the sale which are depending on such
matters and any underwriter information all as may be necessary to complete the final Official

Statement.
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Within seven business days after the award of the Street and Highway Revenue

Bonds the County will provide the winning bidder with up to three hundred 300 copies of the

final Official Statement at no cost. Additional copies of the final Official Statement may be

obtained from the County at the winning bidders expense. The final Official Statement will be

in substantially the same form as the Preliminary Official Statement with such additions

deletions or revisions as the County deems necessary.

CONTINUING DISCLOSURE The County will enter into continuing disclosure

undertaking with respect to the Street and Highway Revenue Bonds which undertaking will be

described in the Official Statement.

ADDITIONAL INFORMATION Copies of the prescribed bid form and the Official

Statement relating to the Street and Highway Revenue Bonds will be furnished to any bidder

upon request made to RBC Capital Markets 2398 East Camelback Road Phoenix Arizona

85016 Financial Advisor to the County telephone number 602 381-5368.

PIMA COUNTY ARIZONA

Is Lori Godoshian

Clerk Board of Supervisors
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MATURITY DATES PRINCIPAL AMOUNTS AND BOND YEAR LIFE

S____________

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 200

Maturity

Dates Principal Bond Cumulative

July Amounts Years Bond Years

Average Bond Life _____ Years
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NOTICE LNVITHG BIDS FOR THE PURCHASE OF
STREET AND HIGHWAY REVENUE BONDS

$21000000

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 2007

NOTICE IS HEREBY GIVEN that unconditional bids will be received to and including the hour of

1000 A.M. Mountain Standard Time M.S.T. on January 16 2007 only through the facilities of PARITY

PARITY by Pima County Arizona the County for the purchase of all but not less than all of $21000000

aggregate principal amount of its Street and Highway Revenue Bonds Series 2007 the Street and Highway

Revenue Bonds unless the County acting through the County Administrator or his designee postpones receipt of

bids to later date. determination to postpone the sale date will be made and announced by 1000 A.M. M.S.T.

on the business day preceding the scheduled sale date. Submission of bids is further discussed below. The Board of

Supervisors of the County will meet on that date to consider the bids received and award the Street and Highway

Revenue Bonds to the bidder offering the best bid or reject all bids.

TIME FOR RECEIPT OF BIDS Bids will be received to and including the hour of 1000 A.M. M.S.T.

The time maintained by PARITY shall constitute the official time.

ELECTRONIC BIDDING PROCEDURES Bids may be submitted only through the facilities of

PARITY. Bids must be submitted on the Official Bid Form that resides on the PARITY system without alteration

or interlineations. Subscription to the Thomson Financial Municipal Groups BIDCOMP Competitive Bidding

System is required in order to submit bid. The County will neither confirm any subscription nor be responsible for

the failure of any prospective bidder to subscribe. The County is using PARITY as communications media and

not as the Countys agent to conduct electronic bidding for the Street and Highway Revenue Bonds.

All bids made through the facilities of PARI1Y shall be deemed irrevocable offers to purchase the Street

and Highway Revenue Bonds on the terms provided in this Notice Inviting Bids for the Purchase of Street and

Highway Revenue Bonds and shall be binding upon the bidder. Neither the County nor RBC Dam Rauscher Inc.

doing business under the name RBC Capital Markets the Countys Financial Consultant shall be responsible for

any malfunction or mistake made by or as result of the use of the facilities of PARITY the use of such facilities

being the sole risk of the prospective buyer.

If any provision of this Notice Inviting Bids for the Purchase of Street and Highway Revenue Bonds

conflicts with information provided by PARITY as the approved provider of electronic bidding services this Notice

Inviting Bids for the Purchase of Street and Highway Revenue Bonds shall control. Further information about

PARITY including any fee charged may be obtained from BIDCOMP/PARITY 1395 Broadway Floor New

York New York 10018 attention Customer Support 212 849-5021.

For information purposes only bidders are requested to state in their electronic bids the net interest cost to

the Board as described under AWARD AND DELIVERY herein. All electronic bids shall be deemed to

incorporate the provisions of this Notice Inviting Bids for the Purchase of Street and Highway Revenue Bonds and

the Official Bid Form.

THE STREET AND HIGHWAY REVENUE BONDS The Street and Highway Revenue Bonds will be

dated January 2007 and upon initial issuance will bear interest from such date to the maturity or earlier

redemption of each of the Street and Highway Revenue Bonds at rate or rates none of which may exceed twelve

percent 12%per annum payable on July 2007 and semiannually thereafter on January and July of each year

during the term of each of the Street and Highway Revenue Bonds. The Street and Highway Revenue Bonds are to

mature on July in the
years

and in the amounts as follows



Due July Principal Amount Due July Principal Amount
2009 $750000 2016 $1635000
2010 785000 2017 1715000
2011 830000 2018 1805000
2012 865000 2019 1895000
2013 1415000 2020 1990000
2014 1485000 2021 2085000
2015 1555000 2022 2190000

PURPOSE The Street and Highway Revenue Bonds are being issued pursuant to the Constitution and laws

of the State of Arizona including Chapter Article 12 of Title 11 of the Arizona Revised Statutes and all amendments

thereto and under the provisions of resolution adopted by the Board of Supervisors of Pima County on October 17

2006 and resolution to be adopted by the Board of Supervisors of Pima County on the sale date collectively the

Resolution and are being issued for the purpose of providing funds for improvements to County streets and

highways and paying costs relating to the issuance of the Street and Highway Revenue Bonds.

OPTIONAL REDEMPTION The Street and Highway Revenue Bonds maturing on or before July

2017 are not subject to call for redemption prior to their respective maturity dates. The Street and Highway

Revenue Bonds maturing on or after July 2018 are subject to call for redemption on any date on or after July

2017 at the election of the County in whole or in part from maturities selected by the County and within any

maturity by lot by the payment of redemption price equal to the principal amount of each Street and Highway

Revenue Bond called for redemption plus accrued interest to the date fixed for redemption without premium.

NOTICE OF REDEMPTION Notice of redemption will be given by mail to the registered owners of the

Street and Highway Revenue Bonds at the address shown on the bond register maintained by the bond registrar not less

than thirty 30 days nor more than sixty 60 days prior to the specified redemption date.

BOOK ENTRY ONLY SYSTEM The Street and Highway Revenue Bonds will initially be issued to

and registered in the name of Cede Co. as nominee of the Depository Trust Company DTC an automated

clearinghouse for securities transactions which will act as securities depository for the Street and Highway Revenue

Bonds. One fully registered Street and Highway Revenue Bond in the aggregate principal amount of each maturity

will initially be registered in the name of and held by Cede Co. as nominee for DTC.

So long as the book entry only system is in effect beneficial ownership interests in the Street and Highway

Revenue Bonds will be available in book ently form only through direct or indirect participants in DTC in the

principal amount of $5000 or any integral multiple thereof. Beneficial owners of the Street and Highway Revenue

Bonds will not receive certificates representing their interests in the Street and Highway Revenue Bonds and will not

be deemed to be registered owners under the Resolution.

So long as the book entry only system is in operation principal of and interest on the Street and Highway

Revenue Bonds will be payable by U.S. Bank National Association as bond registrar and paying agent to Cede

Co. as nominee of DTC which organization consequently bears sole responsibility for remitting such principal and

interest to the DTC participants for subsequent credit or disbursement to the beneficial owners of the Street and

Highway Revenue Bonds.

In the event the County determines not to continue the DTC book entry only system or DTC determines to

discontinue providing its services with respect to the Street and Highway Revenue Bonds and the County does not

select another qualified securities depository the County is required to deliver to DTC for redistribution to

beneficial owners of the Street and Highway Revenue Bonds one or more bond certificates in such principal amount

or amounts in denominations of $5000 and any integral multiple thereof and registered in such name or names as

DTC shall designate.

CUSIP NUMBERS It is anticipated that CUSIP numbers will be assigned to the Street and Highway

Revenue Bonds but no failure to assign such numbers to any Street and Highway Revenue Bonds nor any error

with respect thereto shall constitute cause for failure or refusal by the purchaser thereof to accept and pay for the



Street and Highway Revenue Bonds in accordance with the terms of the sale. No CUSIP number shall be deemed to

be part of any Street and Highway Revenue Bond or of the contract evidenced thereby. The CUSIP Service

Bureau charge for the assignment of CUSIP numbers shall be paid by the purchaser of the Street and Highway

Revenue Bonds.

INTEREST RATES AND OFFERING PRICES Bids for the purchase of the Street and Highway

Revenue Bonds must state the rate or rates of interest to be paid. All Street and Highway Revenue Bonds of the

same maturity must bear the same rate of interest. The difference between the highest interest rate bid for any

maturity and the lowest interest rate bid for any other maturity shall not exceed one and one-half percent V2 per

annum. Interest will be calculated on the basis of 360-day year of twelve 30-day months. Interest rates must be

expressed in multiples of one-eighth 1/8th or one-twentieth 1/20th of one percent 1%. No bid will be

considered for less than par on the Street and Highway Revenue Bonds plus accrued interest to the delivery date.

Any interest rate bid which would result in an interest payment amount having fractional cents will be

deemed waiver of the right to payment of such fractional cents. No fractional cents will be paid or accumulated

for payment on any Street and Highway Revenue Bond.

SECURITY Principal of and interest on the Street and Highway Revenue Bonds are payable solely from

the revenues derived from taxes fees charges and other monies collected by the State of Arizona and returned to the

County pursuant to Title 28 Chapter 18 Article of the Arizona Revised Statutes. The Street and Highway

Revenue Bonds shall not constitute debt or obligation of the County within the meaning of any constitutional or

statutory debt limitation nor shall payment of the Street and Highway Revenue Bonds or interest or redemption

premiums thereon be enforceable out of any funds other than the revenues pledged to such payment nor shall any

Bond Owner have the right to compel any exercise of the taxing power of the County to make such payment.

BOND INSURANCE Each bidder may in making its bid assume as premise either that the payment of

principal of and interest on the Street and Highway Revenue Bonds will be insured at the bidders expense or that the

Street and Highway Revenue Bonds will not be insured and shall indicate on the bid form the premise on which its bid

is based. If the accepted bid is based on an assumption that such policy will be issued the successful bidder shall

cause the policy to be issued at the bidders expense.

FORM OF BID SURETY BOND The prescribed form of bid for the Street and Highway Revenue

Bonds will be available on the PARITY system and all bids must be submitted on that form. All bids must be

covered by financial surety bond from an insurance company licensed to do business in the State of Arizona and

submitted to the County or the Financial Consultant prior to the opening of the bids in an amount of $420000
which is equal to two percent 2% of the

par
value of the Street and Highway Revenue Bonds the Deposit. The

financial surety bond must identify each bidder whose bid is guaranteed by such financial surety bond. The bidder

to whom the Street and Highway Revenue Bonds are awarded must submit its Deposit to the County in the form of

certified check or wire transfer as instructed by the Financial Consultant not later than 1000 A.M. M.S.T. on the

next business day following the award. If the Deposit is not received by that time the financial surety bond may be

drawn on by the County to satisfy the Deposit requirement. The Deposit of the successful bidder will be applied to

the purchase price of the Street and Highway Revenue Bonds or retained and forfeited as liquidated damages in the

event such bidder does not take up and pay for the Street and Highway Revenue Bonds immediately upon the

Countys satisfaction of all conditions necessary to their issuance and delivery. No interest will be paid on the

Deposit of any bidder.

The Financial Consultant to the County has reserved the right to bid on the Street and Highway Revenue

Bonds.

RIGHT OF REJECTION The County reserves the right in its discretion to reject any and all bids

received and to waive any irregularity or informality in the bids except that the time for receiving bids shall be of

the essence.

AWARD AND DELIVERY Unless all bids are rejected the Street and Highway Revenue Bonds will be

awarded to the bidder whose bid results in the lowest net interest cost to the County. The net interest cost will be

determined by computing the aggregate amount of interest payable on the Street and Highway Revenue Bonds based



upon the total principal amount of Street and Highway Revenue Bonds offered as scheduled to mature in this Notice

from their date to their respective maturities and by deducting therefrom any premium. Delivery of the Street and

Highway Revenue Bonds will be made to the purchaser upon payment in immediately available funds in Tucson

Arizona or at the purchasers request and expense at any other place mutually agreeable to both the County and the

purchaser.

NOTICE REGARDING STATE CONTRACTS Arizona law requires that every contract to which the

State its political subdivisions or any of the departments or agencies of the State or its political subdivisions

including the County is party include notice that such contract is subject to cancellation within three years

after its execution by the State or the political subdivision including the County department or agency which is

party to such contract if any person significantly involved in initiating negotiating securing drafting or creating

the contract on behalf of the State or the political subdivision including the County department or agency is at

any time while the contract is in effect an employee of any other party to the contract or an agent or consultant of

any other party to the contract with respect to the subject matter of the contract.

LEGAL OPINION The Street and Highway Revenue Bonds are sold with the understanding that the

County will furnish the purchaser with the approving opinion of Squire Sanders Dempsey L.L.P. Said attorneys

have been retained by the County as Bond Counsel and in such capacity are to render their opinion only upon the

legality of the Street and Highway Revenue Bonds under Arizona law and on the exclusion of the interest on the

Street and Highway Revenue Bonds from the gross income of the owners of the Street and Highway Revenue Bonds

for federal and state of Arizona income tax purposes. Fees of Bond Counsel will be paid from the Street and

Highway Revenue Bond proceeds.

TAX EXEMPT STATUS The Internal Revenue Code of 1986 as amended the Code prescribes

number of qualifications and conditions which apply to the Street and Highway Revenue Bonds including

investment restrictions periodic payments of arbitrage profits to the United States requirements regarding the

proper use of Street and Highway Revenue Bond proceeds and the facilities financed therewith and certain other

matters. The County has covenanted to comply with all requirements of the Code that must be satisfied in order for

the interest on the Street and Highway Revenue Bonds to be excludable from gross income. Failure to comply with

certain of such covenants could cause interest on the Street and Highway Revenue Bonds to become includable in

gross income retroactive to the date of issuance of the Street and Highway Revenue Bonds.

Subject to the condition that the County comply with the above-referenced covenants under present law in

the opinion of Bond Counsel the Street and Highway Revenue Bonds are not private activity bonds under the

Code and interest on the Street and Highway Revenue Bonds will not be includable in gross income of the owners

thereof for federal or Arizona income tax purposes and will not be treated as an item of tax preference in computing

the alternative minimum tax for individuals and corporations. Interest on the Street and Highway Revenue Bonds

may be subject to certain federal taxes imposed only on certain corporations including the corporate
alternative

minimum tax on portion of that interest.

Ownership of the Street and Highway Revenue Bonds may result in collateral federal income tax

consequences to certain taxpayers. Prospective purchasers of the Street and Highway Revenue Bonds should

consult their tax advisors as to applicability of any such collateral consequences. Bond counsel will express no

opinion regarding these consequences.

CERTIFICATE TO BE DELIVERED BY SUCCESSFUL BIDDER Simultaneously with or before

delivery of the Street and Highway Revenue Bonds the successful bidder shall furnish to the County certificate

acceptable to Bond Counsel to the effect that all of the Street and Highway Revenue Bonds have been the subject

of an initial bona fide offering to the public excluding bond houses brokers or similar persons or organizations

acting in the capacity of underwriters or wholesalers at the prices shown on such certificate plus accrued interest if

any ii at the time they agreed to purchase the Street and Highway Revenue Bonds based upon their assessment of

the then prevailing market conditions they reasonably expected that all Street and Highway Revenue Bonds would

be initially sold to the public excluding bond houses brokers or similar persons or organizations acting in the

capacity of the underwriters or wholesalers at the prices shown on such certificate plus accrued interest if any and

iii the prices shown on such certificate for each of the Street and Highway Revenue Bonds were the fair market

value of such Street and Highway Revenue Bonds as of the sale date.



CERTIFICATES TO BE DELIVERED BY COUNTY Representatives of the County will deliver

certificates to the effect that no litigation is pending affecting the issuance and sale of the Street and Highway

Revenue Bonds and ii to their best knowledge information and belief the information contained in the Official

Statement relating to the Street and Highway Revenue Bonds is true and correct in all material respects.
The County

will also deliver tax compliance certificate covering its reasonable expectations concerning use of the proceeds of

the Street and Highway Revenue Bonds and related matters.

PRELIMINARY OFFICIAL STATEMENT DEEMED FINAL FINAL OFFICIAL STATEMENT
The County deems the Preliminary Official Statement provided in connection with the sale of the Street and

Highway Revenue Bonds to be final as of its date except for the omission of offering prices selling compensation

delivery dates terms to be specified in the winning bidders bid ratings other terms depending on such matters and

the identity of the winning bidder.

The winning bidder must provide the County within twenty-four 24 hours after the award of the Street

and Highway Revenue Bonds with all necessary offering price information selling compensation information all

other terms of the sale which are depending on such matters and any underwriter information all as may be

necessary to complete the fmal Official Statement.

Within seven business days after the award of the Street and Highway Revenue Bonds the County will

provide the winning bidder with up to two hundred 200 copies of the final Official Statement at no cost.

Additional copies of the final Official Statement may be obtained from the County at the winning bidders expense.

The final Official Statement will be in substantially the same form as the Preliminary Official Statement with such

additions deletions or revisions as the County deems necessary.

CONTINUING DISCLOSURE The County will enter into continuing disclosure undertaking with

respect to the Street and Highway Revenue Bonds which undertaking will be described in the Official Statement.

ADDITIONAL INFORMATION Copies of the prescribed bid form and the Official Statement relating

to the Street and Highway Revenue Bonds will be furnished to any bidder upon request made to RBC Capital

Markets 2398 East Camelback Road Suite 700 Phoenix Arizona 85016 Financial Consultant to the County

telephone number 602 381-5368.

PIMA COUNTY ARIZONA

Is/ Lori Godoshian

Clerk Board of Supervisors



MATURITY DATES PRINCIPAL AMOUNTS AND BOND YEAR LIFE

$21000000
PIMA COUNTY ARIZONA

STREET AND HIGHWAY REVENUE BONDS
SERIES 2007

Maturity Dates

July Principal Bond Cumulative

___________
Amounts Years Bond Years

2009 $750000 1875.00 1875.00

2010 785000 2747.50 4622.50

2011 830000 3735.00 8357.50

2012 865000 4757.50 13115.00

2013 1415000 9197.50 22312.50

2014 1485000 11137.50 33450.00

2015 1555000 13217.50 46667.50

2016 1635000 15532.50 62200.00

2017 1715000 18007.50 80207.50

2018 1805000 20757.50 100965.00

2019 1895000 23687.50 124652.50

2020 1990000 26865.00 151517.50

2021 2085000 30232.50 181750.00

2022 2190000 33945.00 215695.00

Average Bond Life 10.271 Years



PRELIMINARY OFFICIAL STATEMENT DATED JANUARY 2007

NEW ISSUE BOOK-ENTRY-ONLY RATINGS See Ratings Herein

In the opinion of Squire Sanders Dempsey L.L.P. Bond Counsel under existing law assuming compliance with certain covenants and the

accuracy of certain representations interest on the Bonds is excluded from gross income for federal income tax purposes and is not an item of
tax preference for purposes of the federal alternative minimum tax imposed on individuals and corporations and ii interest on the Bonds is

exempt from Arizona state income tax. Interest on the Bonds may be subject to certain federal taxes imposed only on certain corporations
including the corporate alternative minimum tax on portion of that interest. For more complete discussion of tax aspects see TAX
EXEMPTION herein.

$21000000
PIMA COUNTY ARIZONA

STREET AND HIGHWAY REVENUE BONDS
SERIES 2007

Dated January 12007 Due July as shown below

The Street and Highway Revenue Bonds Series 2007 the Bonds are being issued by Pima County Arizona the County in

accordance with applicable State of Arizona law. The Bonds are issued in the form of fully registered bonds in denominations of $5000 and

integral multiples thereof and will bear interest from the date of the Bonds to the date of maturity or prior redemption of each of the Bonds.
Interest on the Bonds is payable semiannually on each January and July each an Interest Payment Date commencing July 2007.

Interest will be paid on each Interest Payment Date by cheek mailed by the paying agent to each registered owner of the Bonds at the address
shown on the

registration books the Bond Register at the close of business on the fifteenth day of the month preceding each Interest Payment
.t Date or if such day is Saturday Sunday or holiday on the next preceding business day or by wire transfer upon two days prior written request

delivered to the paying agent specifying wire transfer address in the continental United States by any registered owner owning an aggregate
principal amount of at least $1000000. Principal of the Bonds will be payable at the designated corporate trust office of U.S. Bank National

Association or any successor thereto as registrar and paying agent.

The Bonds are subject to redemption prior to their stated maturities as described herein.

The Bonds are being issued to make various street and highway improvements within the County and ii to pay costs relating to

the issuance of the Bonds. Principal of and interest on the Bonds is payable solely from taxes fees charges and other moneys collected by the

State of Arizona and returned to the County for street and highway purposes pursuant to Title 28 chapter 18 Article Arizona Revised Statutes
on parity with the outstanding Street and highway revenue bonds of the County and any additional street and highway revenue bonds hereafter

issued as provided herein. See SECURITY AND SOURCES OF PAYMENT herein.

The Bonds do not Constitute debt general obligation or pledge of the full faith and credit of the County nor is the County
obligated to levy or collect any form of ad valorem taxes with respect to the Bonds.

E. The County initially intends to utilize the book-entry-only system of The Depository Trust Company DTC although the County
and DTC each reserve the

right to discontinue that system at any time. Utilization of the book-entry-only system will affect the method and

timing of payment and the method of transfer of beneficial interests in the Bonds. So long as the book-entry-only system is in effect the County
will issue single fully-registered bond for each maturity registered in the name of Cede Co. as nominee of DTC and will make all payments
of principal and interest to Cede Co. DTC will be responsible for distributing the principal and interest payments to its direct and indirect

participants which will in turn be responsible for distribution to the purchasers of beneficial interests in the Bonds pursuant to this offering the
Beneficial Owners. So long as the book-entry-only system is in effect and Cede Co. as nominee of DTC is the registered owner of the

Bonds all references herein to owners of the Bonds and provisions for consents by owners of the Bonds will refer to and be solicited from Cede
Co. and not the Beneficial Owners.

Maturity Schedule

Due Principal Interest Price or Due Principal Interest Price or

July Amount Rate Yield July Amount Rate Yield

2009 $750000 2016 $1635000
2010 785000 2017 1715000
2011 830000 2018 1805000
2012 865000 2019 1895000
2013 1415000 2020 1990000
2014 1485000 2021 2085000
2015 1555000 2022 2190000

Accrued Interest to be AddedCo

This cover page contains only brief description of the Bonds and the security therefor. It is not intended to be summary of material

information with respect to the Bonds. Investors are advised to read the entire Official Statement to obtain information essential to making an

informed investment decision.

The Bonds are offered when as and issued by the County and subject to the approving opinion of Squire Sanders Dempsey L.L.P.

Bond Counsel. It is expected that the Bonds will be available for delivery through the facilities ofDTC in

New York New York on or bout January 25. 2007.

January2007

SALE DATE AND TIME TUESDAY JANUARY 16 2007 1000 A.M. M.S.T.

preliminary subject to change.
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This Official Statement which includes the cover page and the Appendices hereto does not

constitute an offering of any security other than the original offering of the Bonds identified on the cover

hereof. No person has been authorized by the County to give any information or to make any representations

other than as contained in this Official Statement and if given or made such other information or

representation not so authorized should not be relied upon as having been given or authorized by the County.

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 and other sources is intended to show certain historic

information and is not intended to indicate future or continuing trends in the financial position or other affairs

of the County. No representation is made that the past experience as shown by such financial and other

information will necessarily continue or be repeated in the future. This Official Statement contains in part
estimates and matters of opinion whether or not expressly stated to be such which are not intended as

statements or representations of fact or certainty and no representation is made as to the correctness of such

estimates and opinions or that they will be realized. All forecasts projections assumptions opinions or

estimates are forward looking statements which must be read with an abundance of caution and which

may not be realized or may not occur in the future. The information and expressions of opinion herein are

subject to change without notice and neither the delivery of this Official Statement nor any sale made

hereunder shall under any circumstances create any implication that there has been no change in the affairs

of the County since the date hereof.

The issuance and sale of the Bonds have not been registered under the Federal Securities Act of 1933

or the Securities Exchange Act of 1934 both as amended in reliance upon exemptions provided thereunder

by Sections 3a2 and 3a12 respectively for the issuance and sale of municipal securities nor have the

issuance and sale of the Bonds been qualified under the Securities Act of Arizona in reliance upon various

exemptions thereunder. This Official Statement does not constitute an offer to sell or solicitation of an offer

to buy in any jurisdiction in which such offer or solicitation is not authorized or in which the person making
such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer

or solicitation.
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$21000009

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 2007

IITRODUCTORY STATEMENT

This Official Statement including the cover page and the Appendices hereto has been prepared by Pima

County Arizona the County in connection with the original issuance and sale by the County of its Street and

Highway Revenue Bonds Series 2007 the 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 and other sources is intended to show certain historic information and is not intended to

indicate future or continuing trends in the financial position or other affairs of the County. No representation is made
that the past experience as shown by such fmancial and other information will necessarily continue or be repeated

in the future. This Official Statement contains in part estimates and matters of opinion whether or not expressly

stated to be such which are not intended as statements or representations of fact or certainty and no representation

is made as to the correctness of such estimates and opinions or that they will be realized. All forecasts projections

assumptions opinions or estimates are forward looking statements which must be read with an abundance of

caution and which may not be realized or may not occur in the future. The information and expressions of opinion

herein are subject to change without notice and neither the delivery of this Official Statement nor any sale made
hereunder shall under any circumstances create any implication that there has been no change in the affairs of the

County since the date hereof.

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 may be amended repealed

or supplemented.

THE BONDS

Authorization and Use of Funds

The Bonds are being issued pursuant to the authority contained in Title 11 Chapter Article 12 Arizona

Revised Statutes and more specifically under the provisions of resolution ordering the sale of Bonds adopted by
the Board of Supervisors of Pima County Arizona the Board on October 17 2006 and an authorizing

Resolution adopted by the Board on January 16 2007 the Bond Resolution. The Bonds are to be issued for the

purpose of making certain street and highway improvements within the County and iipaying costs relating to

the issuance of the Bonds.

The Bonds offered herein represent portion of the $350000000 authorization approved at special bond

election held in the County on November 1997. After the issuance of the Bonds the County will have

$147800000 principal amount of authorized but unissued street and highway revenue bonds.

General Description

The Bonds will be dated January 2007 and will be issued in the form of fully registered bonds in

denominations of $5000 or any integral multiple thereof. The Bonds will bear interest from January 2007

payable semiannually on January and July each an interest Payment Date commencing July 2007.

Interest will be paid on each Interest Payment Date by check mailed to each registered owner of the Bonds

at the address shown on the registration books the Bond Register maintained by the bond registrar at the close of

preliminaj.y subject to change.



business on the fifteenth day of the month preceding each Interest Payment Date or if such day is Saturday

Sunday or holiday on the next preceding business day the Record Date or by wire transfer upon two days prior

written request delivered to the paying agent specifying
wire transfer address in the continental United States by

any registered owner owning an aggregate principal amount of Bonds of at least $1000000 and the principal of the

Bonds will be payable at maturity upon surrender of the Bonds to the designated corporate trust office of U.S. Bank

National Association as the bond registrar and paying agent the Bond Registrar or the Paying Agent as

applicable.

Redemption

The Bonds maturing on or before July 2017 are not subject to call for redemption prior to their respective

maturity dates. The Bonds maturing on or after July 2018 are subject to call for redemption on any date on or

after July 2017 at the election of the County in whole or in part from maturities selected by the County and

within any maturity by lot by the payment of redemption price equal to the principal amount of each Bond called

for redemption plus accrued interest to the date fixed for redemption without premium.

Notice of Redemption

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 not more than sixty 60 nor

less than thirty 30 days prior to the date set for redemption. Failure to give proper notice of redemption shall not

affect the redemption of any Bond for which proper
notice was given.

Book-Entry-Only System

THE INFORMATION PROVIDED UNDER TillS SUBCAPTION BOOK-ENTRY-ONLY SYSTEM

HAS BEEN PROVIDED BY DTC. NO REPRESENTATION IS MADE BY THE COUNTY BOND COUTNSEL

OR THE FINANCIAL CONSULTANT AS TO THE ACCURACY OR ADEQUACY OF SUCH INFORMATION

PROVIDED BY DTC OR AS TO THE ABSENCE OF MATERIAL ADVERSE CHANGES IN SUCH

INFORMATION SUBSEQUENT TO THE DATE HEREOF.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered securities

registered in the name of Cede Co. DTCs partnership nominee or such other name as may be requested by an

authorized representative of DTC. One fully-registered Bond certificate will be issued for each maturity of the

Bonds each in the aggregate principal amount of the Bonds and will be deposited with DTC.

DTC the worlds largest depository is limited-purpose trust company organized under the New York

Banking Law banking organization within the meaning of the New York Banking Law member of the

Federal Reserve System clearing corporation within the meaning of the New York Unifomi Commercial Code

and clearing agency registered pursuant to the provisions of Section 7A of the Securities Exchange Act of

1934. DTC holds and provides asset servicing for over million issues of U.S. and non-U.S. equity issues corporate

and municipal debt issues and money market instruments from over 85 countries that DTCs participants Direct

Participants deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales

and other securities transactions in deposited securities through electronic computerized book-entry transfers and

pledges between Direct Participants accounts. This eliminates the need for physical movement of securities

certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers banks trust

companies clearing corporations and certain other organizations.
DTC is wholly-owned subsidiary of The

Depository Trust Clearing Corporation DTCC. DTCC in turn is owned by number of Direct Participants

of DTC and Members of the National Securities Clearing Corporation Government Securities Clearing Corporation

MBS Clearing Corporation and Emerging Markets Clearing Corporation NSCC GSCC MBSCC and EMCC also

subsidiaries of DTCC as well as by the New York Stock Exchange Inc. the American Stock Exchange LLC and

the National Association of Securities Dealers Inc. Access to the DTC system is also available to others such as

both U.S. and non-U.S. securities brokers and dealers banks trust companies and clearing corporations
that clear

through or maintain custodial relationship with Direct Participant either directly or indirectly Indirect

Participants and together with the Direct Participants the Participants. DTC has Standard Poors highest



rating AAA. The DTC Rules applicable to its Participants are on file with the Securities and Exchange

Commission. More information about DTC can be found at www.dtcc.com.

Purchases of beneficial interests in the Bonds under the DTC system must be made by or through Direct

Participants which will receive credit for the Bonds on DTCs records. The ownership interest of each actual

purchaser of beneficial interest in Bond Beneficial Owner is in turn to be recorded on the Direct Participants

and Indirect Participants records. Beneficial Owners will not receive written confinnation from DTC of their

purchase but Beneficial Owners are expected to receive written confirmations providing details of the transaction

as well as periodic statements of their holdings from the Direct Participant or Indirect Participant through which the

Beneficial Owner entered into the transaction. Transfers of beneficial ownership interests in the Bonds are to be

accomplished by entries made on the books of Direct Participants and Indirect Participants acting on behalf of

Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in the

Bonds except in the event that use of the book-entry-only system for the Bonds is discontinued.

To facilitate subsequent transfers all Bonds deposited by Direct Participants with DTC are registered in the

name of DTCs partnership nominee Cede Co. or such other name as may be requested by an authorized

representative of DTC. The deposit of Bonds with DTC and their registration in the name of Cede Co. or such

other nominee effect no change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of

the Bonds DTCs records reflect only the identity of the Direct Participants to whose accounts such Bonds are

credited which may or may not be the Beneficial Owners. The Direct Participants and Indirect Participants will

remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants by Direct Participants to

Indirect Participants and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by

arrangements among them subject to any statutory or regulatory requirements as may be in effect from time to time.

Beneficial Owners of Bonds may wish to take certain steps to augment transmission to them of notices of significant

events with respect to the Bonds such as redemptions defaults and proposed amendments to the Bond Resolution.

For example Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their

benefit has agreed to obtain and transmit notices to Beneficial Owners or in the alternative Beneficial Owners may
wish to provide their names and addresses to the Bond Registrar and request that copies of the notices be provided

directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds are being redeemed DTCs practice

is to determine by lot the amount of the interest of each Direct Participant in the Bonds to be redeemed.

Neither DTC nor Cede Co. nor any other DTC nominee will consent or vote with respect to the Bonds

unless authorized by Direct Participant in accordance with DTCs procedures. Under its usual procedures DTC
mails an Onmibus Proxy to the Bond Registrar and Paying Agent as soon as possible after the record date. The

Omnibus Proxy assigns Cede Co.s consenting or voting rights to those Direct Participants to whose accounts the

Bonds are credited on the record date identified in listing attached to the Omnibus Proxy.

Principal redemption premium if any and interest payments represented by the Bonds will be made by the

Paying Agent to Cede Co. or such other nominee as may be requested by an authorized representative of DTC.

DTCs practice is to credit Direct Participants accounts upon DTCs receipt of funds and corresponding detail

information from the County or the Paying Agent on the payable date in accordance with their respective holdings

shown on DTCs records. Payments by Participants to Beneficial Owners will be governed by standing instructions

and customary practices as is the case with securities held for the accounts of customers in bearer form or registered

in street name and will be the responsibility of such Participant and not of DTC the Paying Agent or the County

subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of principal

redemption premium if any and interest to Cede Co. or such other nominee as may be requested by an

authorized representative of DTC is the responsibility of the Paying Agent disbursement of such payments to

Direct Participants shall be the responsibility of DTC and disbursement of such payments to the Beneficial Owners

shall be the responsibility of Direct Participants and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time

by giving reasonable notice to the Paying Agent or the County. Under such circumstances in the event that



successor securities depository is not obtained Bonds are required to be printed and delivered. The County may

decide to discontinue use of the system of book-entry transfers through DTC or successor securities depository.

In that event Bonds will be printed and delivered to DTC.

NEITHER THE COUNTY NOR THE BOND REGISTRAR WILL HAVE RESPONSIBILITY OR

OBLIGATION TO DTC PARTICIPANTS OR TO INDIRECT PARTICIPANTS WITH RESPECT TO THE

ACCURACY OF ANY RECORDS MAINTAINED BY DTC ANY DIRECT PARTICIPANT OR ANY

INDIRECT PARTICIPANT ANY NOTICE THAT IS PERMITIED OR REQUIRED TO BE GIVEN TO THE

OWNERS OF THE BONDS UNDER THE BOND RESOLUTION THE SELECTION BY DTC OR ANY

DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE PAYMENT IN THE

EVENT OF PARTIAL REDEMPTION OF THE BONDS THE PAYMENT BY DTC OR ANY DIRECT

PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE PRINCIPAL OR

REDEMPTION PREMIUM IF ANY OR INTEREST DUE WITH RESPECT TO ThE BONDS ANY

CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS THE OWNER OF BONDS OR ANY
OTHER MATIERS.

So long as Cede Co. is the registered Owner of the Bonds as nominee for DTC references herein to

Owner or registered owners of the Bonds other than under the caption TAX EXEMPTION shall mean Cede

Co. as aforesaid and shall not mean the Beneficial Owners of such Bonds.

When reference is made to any action which is required or permitted to be taken by the Beneficial Owners

such reference shall only relate to those permitted to act by statute regulation or otherwise on behalf of such

Beneficial Owners for such purposes. When notices are given they shall be sent by the County or the Paying Agent

to DTC only.

Registration and Transfer

The Bonds will be transferable only upon the Bond Register maintained by the Bond Registrar and only

upon surrender of the Bond or Bonds to be transferred to the Bond Registrar with an appropriate instrument of

transfer executed by the transferor.

SECURITY AND SOURCE OF PAYMENT

General

Both principal of and interest on the Bonds and any bonds hereafter issued on parity therewith are

payable from an irrevocable lien on and first pledge of all revenues received by the County from taxes fees charges

and other moneys collected by the State of Arizona the State and returned to the County for street and highway

purposes pursuant to Title 28 Chapter 18 Article Arizona Revised Statutes the Street and Highway

Revenues. See STREET AND HIGHWAY REVENUES herein. The Bonds are secured by Street and Highway

Revenues on parity with the $126835000 aggregate principal amount of outstanding street and highway revenue

bonds of the County and any additional street and highway revenue bonds hereafter issued on parity therewith.

See Additional Bonds below and Appendix Pima County Financial Information Street and Highway

Revenue Bonded Debt Outstanding.

The Bonds are limited obligations of the County secured only by the Street and Highway Revenues and do

not constitute debt of the County within the meaning of any constitutional charter or statutory provisions.
The

owners of the Bonds shall have no right to compel the exercise of the taxing power of the County to pay principal of

or interest on the Bonds.

Additional Bonds

Statutory Requirements. Arizona Revised Statutes Section 11-378 presently requires that in order for the

County to issue additional bonds payable from Street and Highway Revenues the County must have received Street

and Highway Revenues in the year preceding the issuance of the additional bonds in an amount equal to at least one

and one-half times the highest annual principal and interest requirements thereafter to come due on all such bonds to



be outstanding following the issuance of the additional bonds provided that if the Street and Highway Revenues

received in the preceding year do not equal at least two times the highest annual principal and interest requirements

the proposed bonds must bear rating at the time of issuance of or better by at least one nationally recognized

credit rating service taking into account any credit enhancement facility in effect with respect to such bonds.

Bond Resolution Requirements. The Bond Resolution provides that additional bonds payable from Street

and Highway Revenues may be issued if the Street and Highway Revenues received by the County in the twelve-

month period immediately preceding the issuance of such additional bonds equals not less than two times the

maximum annual debt service on all such bonds outstanding and on such additional bonds to be issued ii the

payments required to be made into the bond fund for such bonds are current and iiino obligation payable from the

bond fund for such bonds is in default as to either principal or interest.

The County will have $147800000 in authorized but unissued street and highway revenue bond

authorization available after the issuance of the Bonds that may only be issued subject to meeting the requirements

outlined above. Additional bonds may be authorized at future elections.

Amendment of Bond Resolution

The County may modify the Bond Resolution without the consent of or notice to owners of the Bonds for

one or more of the following purposes to cure any ambiguity formal defect or omission or inconsistency ii to

grant to the owners of Bonds additional rights remedies powers or authority iii to secure additional revenues or

provide additional security or reserves iv to comply with state or federal securities laws to preserve the

exclusion of the interest on Bonds from gross income vi to make other changes which do not materially adversely

affect the interests of owners of Bonds vii to provide for the refunding or advance refunding of any Bonds and

viii to provide for the issuance of Parity Bonds as permitted by the provisions of the Bond Resolution.

Other amendments to the Bond Resolution may be made with the consent of the owners of not less than

majority in principal amount of the Bonds and parity bonds then outstanding but no such amendment may extend

the stated maturity of or time for paying interest on any Bond or reduce the principal amount of or the redemption

premium or rate of interest payable on any Bond without the consent of the owner of such Bond ii prefer or give

priority to any Bond over any other Bond without the consent of the owner of each Bond then outstanding not

receiving such preference or priority iii reduce the principal amount of Bonds which is required to authorize such

amendment without the consent of the owners of all Bonds then outstanding or iv reduce the redemption price of

any Bond upon optional redemption or reduce any period of time prior to commencement of any optional

redemption period without the consent of the owner of such Bond.

Defeasance

Under the Bond Resolution payment of all or any part of the Bonds may be provided for by the irrevocable

deposit with trustee of moneys or U.S. Government Obligations or both which with the maturing principal of and

interest on such U.S. Government Obligations if any will be sufficient as evidenced by certificate of an

accountant to pay when due the principal or redemption price of and interest on such Bonds. Any Bonds so

provided for will no longer be considered to be outstanding under the Bond Resolution and the owners of such

Bonds shall thereafter be entitled to payment only from the amounts and obligations deposited with the trustee.

STREET AND HIGHWAY REVENUES

The Bonds are issued pursuant to the Constitution and laws of the State including specifically Title 11

Chapter Article 12 of the Arizona Revised Statutes and all amendments thereto the Act and the Bond

Resolution.

Under the provisions of the Act county may with voter approval borrow money and issue bonds for the

purposes of improving constructing reconstructing acquiring rights-of-way for or maintaining streets and highways

of the county. Principal of and interest on bonds issued for such purposes are secured by pledge of and lien on

such countys Street and Highway Revenues.



The following is summary of the Countys Street and Highway Revenue sources. Such summary does

not purport to be complete description of the revenue sources and accordingly is qualified by reference to the

Arizona Revised Statutes regarding these sources of revenue.

Highway User Tax Revenues

The Highway User Tax Revenues as described below are derived from and distributed pursuant to

highway and transportation financing program established by the State Legislature for the benefit of the State

counties within the State including the County and incorporated cities and towns within the State. The Highway

User Tax Revenues are held until distributed in the State Highway User Revenue Fund the Highway Revenue

Fund. Highway User Tax Revenues include number of sources of revenue. The principal sources and the

manner in which they are distributed are described below.

Highway User Tax Revenues currently include the following taxes fees and charges paid to the motor

vehicle division of the Arizona Department of Transportation ADOTand deposited into the Arizona Highway

User Revenue Fund motor vehicle fuel taxes and fuel use taxes ii motor vehicle registration fees iii motor

carrier fees iv portion of motor vehicle license in lieu taxes and motor vehicle operators license fees and

miscellaneous fees and revenues. These revenue sources are further described below.

Motor Vehicle Fuel Tax Revenues. Motor vehicle fuel taxes consist of motor vehicle fuel gasoline taxes

and motor vehicle use fuel primarily diesel taxes. Every distributor of gasoline is required to pay fuel license tax

for each gallon of gasoline imported into or refined in the State. These are excise taxes imposed primarily upon

diesel fuel used in the propulsion of motor vehicles on the public highways of the State. The motor vehicle fuel

gasoline tax is currently assessed at the rate of $0.18 per gallon and the use fuel primarily diesel tax is assessed

at $0.18 for vehicles under 26001 pounds and other qualifying vehicles and $0.26 per gallon for all other vehicles.

The motor vehicle fuel gasoline tax is collected by ADOT from licensed suppliers for each gallon of gasoline

possessed used or consumed in the State and the use fuel tax is collected by ADOT from the supplier or paid by the

user for the use of the highways in this State and remitted to ADOT.

Motor Vehicle Registration Fee Revenues. Motor vehicles are required to be registered in the State on

staggered monthly registration schedule. The fee for passenger vehicles and non-commercial pickup trucks is $8

and for motorcycles the fee is $9 of which $1 is paid to the motorcycle safety fund. The fee for commercial motor

vehicles including trucks buses and taxis is $12 plus graduated registration fee based upon the declared gross

weight of the motor vehicle. Commercial motor vehicles that operate in several states may instead pay fees which

are prorated based on the ratio of operating mileage in the State to the total fleet operating mileage in all states.

Each motor vehicle registration fee is deposited in the Arizona Highway User Revenue Fund.

Motor Vehicle License In Lieu Tax Revenues. The motor vehicle license in lieu taxes are based upon the

value of the vehicle according to statutory formula and are collected with the vehicle registration
fees. These

license taxes are distributed as follows 44.99% to the Arizona Highway User Revenue Fund ii 24.59% to the

general fund of the county where the motor vehicle is registered iii24.59% to the cities and towns of the county

where the motor vehicle is registered and iv 5.83% to the Local Transportation Assistance Fund for transit and

transportation purposes.
The above distribution percentages are blended since the tax rates vary between new and

renewal vehicles. Only the portion of the motor vehicle license in lieu taxes deposited into the Arizona Highway

User Revenue Fund constitutes Highway User Revenues.

Motor Carrier Fee Revenues. The motor carrier fee is imposed on commercial motor vehicles whether

common contract or private carriers with gross weight in excess of 12000 pounds. The motor carrier fee

increases as the declared gross
vehicle weight of the vehicle increases. All motor carrier fee revenues are deposited

to the Arizona Highway User Revenue Fund.

Motor Vehicle Operators License Fees and Miscellaneous Fees and Revenues. The balance of the

Arizona Highway User Revenue Fund revenues includes motor vehicle operators license fees and miscellaneous

fees and revenues. The miscellaneous fees and revenues include certificates of title fees oversize permit fees

inquiry fees investment income on moneys held in the Arizona Highway User Revenue Fund certain fines

penalties and other miscellaneous fees.



Distribution of Highway User Tax Revenues

After certain statutory annual allocations are made including $10000000 to the State Department of
Public Safety and $1000000 to the States Economic Strength Project Fund all remaining Highway User Tax
Revenues are allocated under the

following statutory formula ADOT receives 50.5% counties 19% cities of over

300000 population 3% and all incorporated cities and towns 27.5%. The monies distributed to counties are
allocated among the counties in the State and distributed on monthly basis as follows 72% of the funds are

distributed among the counties in proportion to the sale and consumption of fuel within each county during the

month preceding the distribution at issue and ii the remainder is distributed among the counties based on the

proportionate population within the unincorporated areas of each county.

Receipt of monies under this distribution formula is subject to certain adjustments reporting requirements
and limitations including requirement that the County comply with the procedural guidelines established by ADOT
and the standards established by the Technical Advisory Committee of ADOT when submitting ADOT required data
and information concerning the status of transportation systems. The County has covenanted in the Bond Resolution

to comply with these provisions of the law and also to meet certain local revenue spending requirements.

The Arizona statutes provide the Highway User Tax Revenues may only be used for
purposes prescribed in

the State Constitution and that cities and counties may not use Highway User Tax Revenues for the enforcement of
traffic laws or the administration of traffic safety programs. If the Auditor General of Arizona reports to the State

Treasurer after conducting performance audit that city or county has not used an amount of Highway User Tax
Revenues as prescribed by law the State Treasurer shall withhold its Highway User Tax Revenues until such city or

county presents evidence satisfactory to the Auditor General showing that it has spent for such prescribed purposes
at least like amount from other general revenue sources.

Since 1981 the Arizona Legislature has on several occasions enacted legislation to fund the States

transportation needs. In both 1981 and 1985 comprehensive transportation finance programs were enacted that

significantly increased transportation funding in the State and put into place many of the current funding

mechanisms. The Arizona Legislature has previously altered and may in the future alter the type and/or rate of
the taxes fees and charges which are deposited into the State Highway User Revenue Fund or the allocation

formulas for such moneys. The authority of the State Legislature to make such changes in the allocation of moneys
deposited into the State Highway User Revenue Fund is subject to the requirement of the Arizona Constitution that

the majority of the items comprising the Highway User Tax Revenues may only be used for highway-related

purposes including but not limited to paying debt service on bonds issued for such purposes by the State and

political subdivisions such as the County. In addition the Arizona Supreme Court has indicated that the State

Legislature may not reduce revenues to any recipient who has issued street and highway user revenue bonds in such

manner which impairs the recipients ability to meet debt service requirements on such bonds.

The following tables indicate for the periods shown the amount of Highway User Tax Revenues collected

by the State and the number of motor vehicle registrations and gallons of motor vehicle fuel taxed within the State

and the County.

STATE OF ARIZONA
HIGHWAY USER TAX REVENUES

000S

Gasoline Registration Motor License Total

Fiscal Use Fuel In Lieu Carrier Fees Highway User
Year Revenues Taxes Tax Other Tax Revenues

2005-06 $702541 $532669 $40504 $55911 $1331625
2004-05 675652 482354 37980 49567 1245553
2003-04 642533 458900 34617 43510 1179561
2002-03 613635 423274 32856 41490 11 11256
2001-02 596325 408851 29347 41873 1076396

Source Arizona Department of Transportation Administrative Services Division



MOTOR VEHICLE REGISTRATIONS

State of Arizona Pima County

Fiscal Total Number of Percentage Total Number of Percentage

Year Vehicle Registrations Change Vehicle Registrations Change

2005-06 6318402 6.3% 853928 3.4%

2004-05 5945131 17.0% 825806 12.5%

2003-04 5079849 4.9% 733810 4.2%

2002-03 4844172 3.3% 704394 2.4%

2001-02 4690865 1.1% 687668 0.5%

Source Arizona Department of Transportation Motor Vehicle Division

GALLONS OF MOTOR VEHICLE FUEL TAXED

State of Arizona Pima County

Fiscal Total Gallons Percentage Total Gallons Percentage

Year Taxed Change Taxed Change

2005-06 3600184049 1.22% 510772029 0.79%

2004-05 3556759467 3.69% 514834562 1.00%

2003-04 3430332569 2.48% 509735935 0.74%

2002-03 3347257504 1.65% 513530700 2.24%

2001-02 3292998725 4.87% 502266054 0.21%

Includes both gasoline and use fuel gallonage.

Source Arizona Department of Transportation Motor Vehicle Division.

Street and Highway Revenues Received by the County

The following table sets forth the annual Street and Highway Revenues received by the County during the

most recent five-year period.

PIMA COUNTY
STREET AND HIGHWAY REVENUES

Street Highway

Fiscal Year Revenue Receipts

2005-06 $56936526

2004-05 53878131

2003-04 51334009

2002-03 48071873

2001-02 47071345

Source Pima County Finance and Risk Management Department.



STREET AND HIGHWAY REVENUE BOND DEBT SERVICE
REQUIREMENTS AND DEBT SERVICE COVERAGE

Street

Highway Outstanding Total Debt Debt Service
Fiscal Revenues Debt Series 2007 Bonds Service Coverage
Year Pledged Service Principal Interest Reguirements I4

2005-06 $56936526
2006-07 $16691550 $525000 $17216550 3.31

2007-08 16497525 1050000 17547525 3.24

2008-09 15741413 $750000 1050000 17541413 3.25

2009-10 15755544 785000 1012500 17553044 3.24

2010-11 15751763 830000 973250 17555013 3.24

201 1-12 15757600 865000 931750 17554350 3.24

2012-13 8827663 1415000 888500 11131163
20 13-14 8843063 1485000 817750 11145813
2014-15 8867263 1555000 743500 11165763
2015-16 8904463 1635000 665750 11205213
2016-17 8901300 1715000 584000 11200300
2017-18 8938525 1805000 498250 11241775
2018-19 5486800 1895000 408000 7789800
2019-20 5547600 1990000 313250 7850850
2020-21 2085000 213750 2298750
2021-22 2190000 109500 2299500
2022-23

As reported by the Arizona Department of Transportation and the County for fiscal year 2005-06.

Does not include three loans currently outstanding in the aggregate principal amount of $5.70 million that the

County received in 2002 and 2006 from the Highway Expansion and Extension Loan Program HELP of

ADOT. The loans from the HELP program allowed the County to accelerate by several years the completion of

various projects that were scheduled to be funded from Federal aid highway revenues in future years. Final

payments on two of the loans are due in January 2007 and on one of the loans in June 2009. Each loan is

payable solely from revenues received by the County from the Arizona Highway User Revenue Fund on basis

junior and subordinate to amounts due on the Bonds and all parity bonds.

Interest is estimated at 5.00% annual rate.

Pursuant to the Bond Resolution in order for the County to issue parity bonds the Street and Highway
Revenues received for the

year immediately preceding the issuance of such Bonds must be equal to at least two
times the highest annual debt service requirement on all outstanding panty bonds including the Bonds and the

bonds proposed to be issued. The debt service coverage shown reflects the calculations of this requirement.
See SECURITY AND SOURCE OF PAYMENT Additional Bonds herein.

Preljmaj.y subject to change.



LEGAL MATTERS

Certain legal matters incident to the authorization issuance and sale of the Bonds by the County are subject

to the approving opinion of Squire Sanders Dempsey L.L.P. Bond Counsel to the County. Copies of such

opinion will be available at the time of delivery of the Bonds. The form of opinion is included as Appendix to this

Official Statement. Fees of Bond Counsel will be paid from Bond proceeds.

TAX EXEMPTION
General

In the opinion of Squire Sanders Dempsey L.L.P. Bond Counsel under existing law interest on the

Bonds is excluded from gross
income for federal income tax purposes

under Section 103 of the Internal Revenue Code

of 1986 as amended the Code and is not an item of tax preference for purposes of the federal alternative minimum

tax imposed on individuals and corporations and ii interest on the Bonds is exempt from Arizona state income tax.

Bond Counsel will express no opinion as to any other tax consequences regarding the Bonds.

The opinion on federal tax matters will be based on and will assume the accuracy of certain representations

and certifications and continuing compliance with certain covenants of the County to be contained in the transcript of

proceedings and that are intended to evidence and assure the foregoing including that the interest on the Bonds is and

will remain excluded from gross
income for federal income tax purposes.

Bond Counsel will not independently verify

the accuracy of those certifications and representations or compliance.

The Code prescribes number of qualifications and conditions for the interest on state and local government

obligations to be and to remain excluded from gross
income for federal income tax purposes some of which require

future or continued compliance after issuance of the obligations in order for the interest to be and to remain so excluded

from the date of issuance. Noncompliance with these requirements by the County may cause the interest on the Bonds

to be included in gross income for federal income tax purposes
and thus to be subject to federal income tax

retroactively to the date of their issuance. The County has covenanted to take the actions required of it for the interest

on the Bonds to be and to remain excluded from gross income for federal income tax purposes and not to take any

actions that would adversely affect that exclusion.

portion of the interest on the Bonds earned by corporations may be subject to the federal corporate

alternative minimum tax. In addition interest on the Bonds may be subject to federal branch profits tax imposed on

certain foreign corporations doing business in the United States and to federal tax imposed on excess net passive

income of certain corporations.

Pursuant to the Code the exclusion of interest from gross income for federal income tax purposes may have

certain adverse federal income tax consequences on items of income deduction or credit for certain taxpayers

including fmancial institutions certain insurance companies recipients of Social Security and Railroad Retirement

benefits those that are deemed to incur or continue indebtedness to acquire or carry tax-exempt obligations and

individuals otherwise eligible for the earned income tax credit. The applicability and extent of these or other tax

consequences will depend upon the particular tax status or other tax items of the owner of the Bonds. Bond Counsel

will express no opinion regarding such consequences.

Purchasers of the Bonds at other than their original issuance at the respective prices indicated on the inside

front cover of this Official Statement should consult their own tax advisers regarding other tax considerations such as

the consequences
of any market discount.

Original Issue DiscountiOriginal Issue Premium

Certain of the Bonds Discount Bonds as indicated on the front cover of this Official Statement may be

offered and sold to the public at an original issue discount OLD. Oil is the excess of the stated redemption price at

maturity the principal amount over the issue price of Discount Bond. The issue price of Discount Bond is the

initial offering price to the public other than to bond houses brokers or similar persons acting in the capacity
of

underwriters or wholesalers at which substantial amount of the Discount Bonds of the same maturity is sold pursuant
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to that offering. For federal income tax purposes 011 accrues to the owner of Discount Bond over the period to

maturity based on the constant yield method compounded semiannually or over shorter permitted compounding
interval selected by the owner. The portion of OLD that accrues during the period of ownership of Discount Bond
is interest excluded from the owners

gross
income for federal income tax purposes to the same extent and subject to

the same considerations discussed above as to other interest on the Bonds and ii is added to the owners tax basis for

purposes of detennining gain or loss on the maturity redemption prior sale or other disposition of that Discount Bond.

purchaser of Discount Bond in the initial public offering at the price for that Discount Bond stated on the

front cover of this Official Statement who holds that Discount Bond to maturity will realize no gain or loss upon the

retirement of that Discount Bond.

Certain of the Bonds for purposes of this subheading Premium Bonds as indicated on the front cover of

this Official Statement may be offered and sold to the public at price in excess of their stated principal amounts

payable at the scheduled principal payment dates. That excess constitutes premium. For federal income tax purposes

premium is amortized over the period to scheduled principal payment date of Premium Bond based on the yield to

scheduled principal payment date of that Premium Bond or in the case of Premium Bond callable prior to its

scheduled principal payment date the amortization period and yield may be required to be determined on the basis of

an earlier call date that results in the lowest yield on that Premium Bond compounded semiannually. No portion of

that premium is deductible by the owner of Premium Bond. For purposes of determining the owners gain or loss on

the sale payment including payment at the scheduled principal payment date or other disposition of Premium Bond
the owners tax basis in the Premium Bond is reduced by the amount of premium that accrues during the period of

ownership. As result an owner may realize taxable gain for federal income tax purposes from the sale or other

disposition of Premium Bond for an amount equal to or less than the amount paid by the owner for that Premium

Bond. purchaser of Premium Bond in the initial public offering at the price for that Premium Bond stated on the

inside front cover of this Official Statement who holds that Premium Bond to its scheduled principal payment date or
in the case of callable Premium Bond to its earlier prepayment date that results in the lowest yield on that Premium

Bond will realize no gain or loss upon the retirement of that Premium Bond.

Owners of Premium Bonds should consult their own tax advisors as to the determination for federal income

tax purposes of the amount of premium properly accruable in any period with respect to the Premium Bonds and as to

other federal tax consequences and the treatment of bond premium for purposes of state and local taxes on or based on
income.

LITIGATION

To the knowledge of the County no litigation or administrative action or proceeding is pending or

threatened to restrain or enjoin or seeking to restrain or enjoin the issuance or delivery of the Bonds the collection

or receipt of revenues to pay the principal of and interest on the Bonds contesting or questioning the proceedings

and authority under which the Bonds have been authorized and are to be issued sold executed or delivered or the

validity of the Bonds. The County will deliver certificate to that effect at the time of the original delivery of the

Bonds.

The County has been named as defendant in several lawsuits for which the County believes either that it

has adequate self-insurance or insurance coverage in the event of liability or that such liability would not otherwise

materially and adversely affect the fmancial condition of the County.

RATINGS

Moodys Investors Service Moodys and Standard Poors Rating Group SP have assigned the

Bonds uninsured ratings of Al and AA respectively. Such ratings reflect only the respective views of Moodys
and SP and any explanation of the meaning or significance of the ratings may only be obtained from the rating

agencies. The County furnished to the rating agencies certain information and materials some of which may not

have been included in this Official Statement relating to the Bonds or the County.
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Generally rating agencies base their ratings on such information and materials and on their own

investigations studies and assumptions. There can be no assurance that rating when assigned will continue for any

given period of time or that it will not be lowered or withdrawn entirely by rating agency if in its judgment

circumstances so warrant. Any lowering or withdrawal of rating may have an adverse effect on the marketability

or market price of the Bonds.

CONTINUING SECONDARY MARKET DISCLOSURE

The County has covenanted for the benefit of holders of the Bonds to provide certain fmancial information

and operating data relating to the County by not later than the first business day in February in each year

commencing February 2008 the Annual Report and to provide notices of the occurrence of certain

enumerated events if material the Notice of Material Events. The Annual Report will be filed by the County

with each Nationally Recognized Municipal Securities Information Repository and with any state information

depository established by the State. At present no such state information depository has been designated. The

Notices of Material Events will be filed by the County with each Nationally Recognized Municipal Securities

Information Repository and with any state information depository established by the State. The specific nature of

the information to be contained in the Annual Report and the Notices of Material Events is set forth in Appendix

Continuing Disclosure Undertaking.

These covenants have been made in order to assist the underwriter of the Bonds in complying with S.E.C.

Rule 5c2- 2b5 the Rule. Pursuant to Arizona law the ability of the County to provide information pursuant

to such covenants is subject to annual appropriation to among other things cover the costs of preparing and mailing

the Annual Report and the Notices of Material Events to each Nationally Recognized Municipal Securities

Information Repository and to any state information depository established by the State. failure by the County to

comply with these covenants must be reported in accordance with the Rule and must be considered by any broker

dealer or municipal securities dealer before recommending the purchase or sale of the Bonds in the secondary

market. Consequently such failure may adversely affect the transferability and liquidity of the Bonds and their

market price.

The County failed to file certain schedules as part of its continuing disclosure requirements related to its 1998

Sewer Revenue Bonds by February 2002. The disclosures were filed however with all Nationally Recognized

Municipal Securities Information Repositories by July 2002. The County has otherwise complied with all existing

continuing disclosure undertakings relating to the County in all material respects.

FINANCIAL STATEMENTS

Included as Appendix of this Official Statement are excerpts of the Countys Comprehensive Annual

Financial Report for the fiscal year ended June 30 2006. The County has not requested or obtained the consent of

the Office of the Arizona Auditor General to include such excerpts in the Official Statement and the Office of the

Arizona Auditor General has performed no procedures subsequent to rendering their opinion on such

Comprehensive Annual Financial Report.

ADDITIONAL INFORMATION

Additional infonnation and copies of the Official Statement may be obtained from RBC Dam Rauscher

Inc. doing business under the name RBC Capital Markets 2398 East Camelback Road Suite 700 Phoenix Arizona

85016 telephone 602-381-5368 Financial Consultant to the County.

CONCLUDING STATEMENT

To the extent that any statements made in this Official Statement involve matters of opinion or estimates

whether or not expressly stated to be such they are made as such and not as representations of fact or certainty and

no representation is made that any of these opinions or estimates have been or will be realized information in this

Official Statement has been derived by the County from official and other sources and is believed by the County to
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be accurate and reliable. Information other than that obtained from official records of the County has not been

independently confirmed or verified by the County and its
accuracy is not guaranteed.

Neither this Official Statement nor any statement that may have been or that may be made oraliy or in

writing is to be construed as part of contract with the original purchasers or subsequent owners of the Bonds.

By _____________________
Chairman Board of Supervisors

By _____________________
County Administrator
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APPENDIX

PIMA COUNTY ARIZONA
General Economic And Demographic Information

General Information

Pima County Arizona the County is located in the southern portion of the State of Arizona Arizona
or the State with section of its southern boundary bordering Mexico. The boundaries of the County encompass
an area of approximately 9184 square miles. Organized in 1864 by the Arizona Territorial Legislature as one of the

States four original counties the County is today the second most populous county in Arizona with an estimated

2005 population of 957635 Approximately 55% of the Countys population resides in the City of Tucson Arizona

Tucson the County seat of government and southern Arizonas largest city.

TABLE

Population Statistics For Pima County
the City of Tucson and the State of Arizona

Pima City of State of

County Tucson Arizona

2005 Estimate 957635 529770 6044985
2000 Census 843746 486699 5130632
1990 Census 666880 405390 3665228
1980 Census 531443 330537 2716546
1970 Census 351667 262933 1775399
1960 Census 265660 212892 1302161

Population estimate as of July 2005.

Source U.S. Department of Conunerce Bureau of the Census Arizona Department of Economic Security

Population Statistics.

Organization

The County is governed by five-member Board each of whom is elected for four-year term to represent

one of the designated districts within the County. The chair is selected by the Board from among its members. The

Board is responsible for establishing the policies of the various County departments and approving the annual

budgets of these departments. The Board appoints County Administrator who is responsible for the general

administration and overall operations of the various departments of the County.

Mr. Charles H. Huckelberry was appointed County Administrator in December 1993. From 1987 to 1993
Mr. Huckelberry served as an Assistant County Manager with responsibility for the administration of public works.

He served as the Director of Pima Countys Department of Transportation and the Flood Control District the

District from 1979 to 1987 as Deputy Director of the Department from 1976 to 1979 and as the Departments

Manager of Field Engineering from 1974 to 1976. He was self employed as civil engineering and land surveying
consultant for one year. From 1972 to 1973 Mr. Huckelberry was employed as Research and Development

Engineer for the Shell Oil Company. He holds both Bachelor of Science Degree in Mining Engineering and

Master of Science Degree in Civil Engineering from the University of Arizona and is registered professional

engineer and land
surveyor as well as member of numerous professional organizations.

Mr. Thomas Burke was appointed Finance and Risk Management Director in January 2005 and had served

as Deputy Director of Finance from May 2004. Prior to his move to Finance Mr. Burke served as Deputy Director

of Pima Countys Department of Natural Resources Parks and Recreation from 2003 to 2004. From 2000 to 2003
he was Deputy County Attorney representing various Pima County departments primarily including the County
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Assessor the County Treasurer and Public Works departments.
From 1989 to 1998 Mr. Burke served as the

Manager of Pima Countys Real Property Services and from 1994 to 1998 also served as the Countys

Superintendent of Streets overseeing special taxing districts. During 1998 to 2000 he was partner in an Arizona

law firm representing local governments.
Prior to his work with Pima County Mr. Burke was an attorney with

Tucson law firm from 1983 to 1989 and was Certified Public Accountant with Ernst Whinney from 1976 to

1980. Mr. Burke holds Bachelor of Science in Business Administration with major in Accounting and Juris

Doctor both from the University of Arizona and is licensed as an attorney in the State of Arizona.

Transportation

Tucson is the economic and transportation center of the County as well as southern Arizona. Tucson is

traversed by Interstates 10 and 19 as well as State Highways 77 83 85 and 86. Interstate 10 passes through Tucson

and connects Tucson with the City of Phoenix Arizona to the north and Los Angeles California to the west and

New Mexico and Texas to the east. Interstate 19 provides access to the City of Nogales Arizona and Mexico to the

south while U.S. Highway 86 connects with direct route to the Gulf of California vacation areas. The main line of

the Union Pacific Railroad extends across Tucson to the eastern portion of the County. Tucson International

Airport located approximately
20 minutes from Tucsons downtown business area provides local regional national

and international air service through several airlines. The airport has an 11000-ft. lighted paved primary runway

9100-ft. paved secondary runway and 7000-ft paved runway all of which can accommodate all major types of

carriers. The County is also served by Greyhound bus lines and Amtrak.

Economy

The economy of the County is based largely on variety of service industries trade and government

employment these three industries represented nearly 84.9% of total employment in 2005. Figures from the Arizona

Department of Economic Security indicate that 365800 persons were employed on average not including the

agricultural industry in the County in 2005. The following table presents the Countys average annual total

employment by industry for the years
indicated

TABLE

Pima County

Average Annual Employment

Number of Persons Employed 2001-2006

Industry 2001 2002 2003 2004 2005 2006

Goods Producing

Natural Resources and Mining 1800 1500 1200 1200 1400 1700

Construction 22700 22500 22900 23700 25700 27900

Manufacturing 33000 30500 28700 28300 28200 29000

Service Producing

Trade Transportation and Utilities 55300 54400 54400 54600 58500 60200

Information 7700 7900 7600 7700 7200 7100

Financial Activities 14400 14400 15100 15900 16400 17500

Professional and Business Services 41300 41500 41300 41800 45800 48200

Education and Health Services 41800 43600 45600 47700 50300 52200

Leisure and Hospitality 38200 37300 36500 37700 40200 42900

Other Services 14300 14500 14500 14800 14700 14800

Government 76800 77900 78200 78100 77400 76200

Total Wage Salary Employment 347300 346000 346000 351500 365800 377700

Data collected through August 31 2006.

Source Arizona Department of Economic Security.

A-2



The average unemployment rate for the County in 2005 was 4.6%. The
average annual unemployment rate

for 2004 and 2003 was 4.6% and 5.3% respectively. The table below shows comparative unemployment rates for

the County the State and the United States.

TABLE

Pima County

Comparative Employment Statistics

Pima County Unemployment Rate

Calendar Average Average Pima

Year Employment Unemployment County Arizona U.S.

2006 426700 19100 4.3% 4.4% 4.7%

2005 415500 20000 4.6% 4.7% 5.1%

2004 416800 20200 4.6% 5.0% 5.5%

2003 403200 22500 5.3% 5.7% 6.0%

2002 397600 23700 5.6% 6.1% 5.8%

2001 395500 17900 4.3% 4.7% 4.7%

Datu collected through August 31 2006.

Source Arizona Department of Economic Security

TABLE

Pima County

Major Employers

Approximate

Number of Full-

Company Type of Business Time Equivalents

Raytheon Missile Systems Missile Manufacturing 10756

University of Arizona Education 10282

State of Arizona Government 9742
Davis-Monthan Airforce Base Militaiy 8233
Tucson Unified School District Education 7623
Pima County Govermnent 6765
City of Tucson Government 5306
Wal-Mart Stores Inc. Retail 4980

Phelps Dodge Mining Company Mining 4123
Carondelet Health Network Health Care 3751

Tohono OOdhajn Nation Tribal Government 3665
TMC Health Care Health Care 3276

University Medical Center Corp. Health Care 2969
U.S. Border Patrol Government 2500
Pima Community College Education 2248
Pascua Yaqui Tribe Tribal Government 2184
Amphitheater Public Schools Education 2174
Sunnyside Unified School District Education 2126
Fiys Food and Drug Stores Retail 2063
CheckMate Professional Employer Service 2036

Source The Star 200 Directory published by The Arizona Daily Star March 2006.
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Services

From 2001 to 2005 the service-providing industiy in the County excluding Government employees

expanded by 20100 jobs or 9.4%. The average annual employment in the service-providing industry in 2005 was

233100. It is anticipated that as the County continues to grow in population and economic activity the service-

providing industry will continue to be significant contributor. As detailed above Health Care and Education were

dominating force in the service-providing industry.

Government

Government employment plays an important role in the County with Federal State and local government

employees numbering approximately 77400 in 2005. This sector expanded by 600 jobs from 2001 to 2005. The

State of Arizona and the Davis-Monthan Air Force Base are significant contributors to government employment in

the County see Pima County Major Employers listed in the above table. The Davis-Monthan Air Force Base is

major training ground for active duty members on the A- 10 Warthog aircraft. The facility is also responsible for

the education of tactical missile crews. Its storage capacity of 2500 aircraft is the largest in the world. In the past

Davis-Monthan Air Force Base has been included reportedly on lists of installations considered for closure or

realignment by the Defense Base Closure and Realignment Commission. There can be no assurances that Davis

Monthan AirForce Base will not be included on similar lists in the future. Any such closure or realignment would

most likely be subject to review and approval by among others the Department of Defense and the President of the

United States and would have negative but unquantifiable effect on the County.

Manufacturing

The manufacturing sector continues to be dominated by the high technology industries of aerospace
and

electronics. Raytheon Missile Systems the largest manufacturing company in the County is major supplier of

advanced munitions. Civilian aviation products and services are provided by Bombardier which has an aircraft

maintenance facility in Tucson and Universal Avionics Systems Corp. which builds and installs advanced

instrumentation communication and navigation systems for civil aircraft. Texas Instruments and International

Business Machines manufacture electronic circuitry and data storage devices. Ventana Medical Systems provides

computerized medical laboratory equipment.

Average annual employment in the manufacturing sector within the County in 2005 was 28200

representing 7.7% of the Countys total wage and salary employment base. Manufacturing employment during 2004

and 2003 averaged 28300 and 28700 respectively.

The following table presents the major manufacturers in the County and Tucson metropolitan area

TABLE

Metropolitan Pima County

Major Manufacturers

Approximate 2006

Company Type of Business Employment

Raytheon Missile Systems Missile Manufacturing 10756

International Business Machines Corp. Computer Systems 1800

Honeywell Aerospace Aircraft Electronic Systems 740

Texas Instruments Semiconductor Products 650

Bombardier Aerospace Aircraft Maintenance 600

Ventana Medical Systems Inc. Computer Systems 498

Northrop Grumman Corp. Missile Manufacturing 450

Hart Cooley Air Registers 375

Beacon Group SW Inc. Contract Labor Work 347

Kalil Bottling Co. Soft Drinks 322

Source The Star 200 Directory published by The Arizona Daily Star March 2006.
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The Countys proximity to Mexico makes twin plant maquiladora operations practical. Components are

manufactured in Tucson and transported duty-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 Faucets and Masterlock. These manufacturers contribute to the Countys economy in many
ways including the support of numerous suppliers and peripheral industries. The proximity of the Mexican border is

more significant to manufacturing concerns given the existence of the North American Free Trade Agreement
between Canada the United States and Mexico. However the uncertainty of the Mexican economy may negatively

impact the growth of the previously described manufacturing concerns.

The County has encouraged the location of industry within the community by the development of 33

industrial parks and funding in conjunction with Tucson the Tucson Regional Economic Opportunities Inc.

private non-profit corporation.

Tourism

Tourism is an important economic mainstay in the County and the Tucson area. The Countys climate
historical and cultural sites location and proximity to vacation areas in California Mexico and other Southwest

destinations attract vacationers conventioneers and other visitors. The Metropolitan Tucson Convention and

Visitors Bureau estimates that over 700 convention bookings with 199738 convention delegates visited the Tucson

area in fiscal year 2005-06. In the Tucson area there are 232 hotels and resorts with over 15165 rooms. Points of

interest recreational sites and sight-seeing attractions include the Arizona-Sonora Desert Museum Kitt Peak

National Observatory Pima Air and Space Museum Titan Missile Museum Saguaro National Monument Mission

San Xavier del Bac Mount Lemmon Sabino Canyon Biosphere and numerous resorts and golf courses. In

addition the Tucson metropolitan area is the home of spring training for Major League Baseballs Arizona

Diamondbacks Chicago White Sox and Colorado Rockies.

According to the Arizona Hospitality Research Resource Center nearly $1.4 billion was spent in the

County in 2005. These figures include the estimated tourist portion of amusement bar and restaurant hotel and

motel and retail gross sales. Shown below are tourist dollars expended in the County and State economies between

2001 and 2005.

Total Tourist Expenditures

in millions

Year Pima County State of Arizona

2005 $1435 $9680
2004 1283 8515
2003 1190 7808
2002 1163 7441

2001 1161 7413

Source Arizona Hospitality Research Resources Center.

Education

The University of Arizona the University provides approximately 14363 jobs to the area and is an

important link to the economic growth of the County. Its presence as research university has assisted in attracting

new business enterprises. The academic organization of the University is comprised of ten undergraduate colleges

five graduate colleges and number of interdisciplinary programs. Enrollment figures for the fall semester of 2005

were estimated at 34237 undergraduate and graduate full-time students. This enrollment includes students in

continuing education programs interns and residents post-doctoral programs and on-campus non-credit students.

Pima County Community College offers two-year programs in vocational and technical education. Total

student enrollment for Piina County Community College for 2004-05 was estimated at 75408 students.

Source University of Arizona and Pima County Community College.
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Wholesale and Retail Trade

Wholesale and retail trade includes restaurants hotels taverns service stations automobile repair shops

shopping malls and wholesale dealers. The largest individual employers in the retail sector companies with more

than 1000 employees are Wal-Mart Stores Bashas Inc. Safeway Stores Inc. Frys Food and Drug Stores

Walgreen Co. Home Depot Albertsons-Osco and Crosstown Traders.

The retail sales figures set forth below are based on the sales tax collections within the County excluding

penalties
late charges and nontaxable items. The sales tax rate levied by the State on retail sales within the County

is 5.6%. In addition cities and towns within Pima County generally levy 2% to 2.5% sales tax. Beginning July

2006 the Regional Transportation Authority began levying 0.5% sales tax.

The following table sets forth retail sales figures in the County for the past
five full years.

TABLE

Pima County Retail Sales

Year Amount Change

2006 $5254658935 N/A

2005 7201701654 9.21%

2004 6594312765 6.08%

2003 6216097166 3.39%

2002 6012022946 1.13%

2001 5944792196 2.20%

Excludes Food Sales and Gas Tax.

Through August 2006

Source Arizona Department of Revenue.

Financial Institutions

The following table illustrates the total dollars on deposit with participating banks in the County on

December 31 of each year.

TABLE

Pima County

Bank Deposits

Year Amount

2005 $8402642000

2004 7552788000

2003 6954508000

2002 6062996000

2001 6157765000

As of December 31 for commercial banks savings institutions and U.S. branches of foreign banks.

Source Arizona Bankers Association.

A-6



Mining

According to the Arizona Mining Association Arizona leads the nation in copper production accounting
for 65% of the total U.S. mine production. However the cyclical nature of this industry has caused some
consolidation of its resources to improve production. In the early 1980s the Arizona copper industrys direct

economic impact on the Arizona economy regularly exceeded $1.0 billion peaking in 1981 at approximately $1.61
billion when the industry employed roughly 25000 persons. This level of impact dropped to $0.875 billion in 1986
but increased to $1.49 billion in 1999. The direct economic impact of the industry statewide was approximately
$1.605 billion $l.296 billion and $1.087 billion in 2005 2004 and 2003 respectively. The direct impact of the

copper industry within the County was nearly $580 million in 2005 $42 Imillion in 2004 and $370 million in 2003.

Employment in the mining industry within the County was approximately 1400 in 2005 1200 in 2004 and 1200 in

2003.

Agriculture

Agriculture plays less significant role in the economy of the County as whole but small portion of the

County relies on agriculture as its leading economic source. Principal crops harvested are cotton wheat and hay as
well as vegetables. The following table sets forth the total cash receipts for all crops and livestock products in the

County for the most recent five years for which reports are available.

TABLE

Cash Receipts From Agricultural Marketing

Total Crops and Livestock

Pima County

Year Receipts

2005 $84452000
2004 80103000
2003 68694000
2002 51983000
2001 48013000

Source Arizona Agricultural Statistics Bulletin September 2005.

Building Permits

The following tables were compiled from Arizona Construction Report publication of Arizona Real

Estate Center L. William Seidman Research Institute College of Business Arizona State University. The Center

obtains its data from county and municipal divisions which issue such permits. Construction is valued on the basis

of estimated cost of project not on market price or the value of construction at the time the permit is issued. The
date at which the permit is issued should not be construed as the date of construction.
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TABLE

Pima County

Value of Building Permits

Year Residential Commercial Industrial Other Total

2006a 973877000 $128490000 5555000 51173000 $1159095000

2005 2180381000 315946000 8546000 150686000 2655559000

2004 1680800000 284275000 16206000 117220000 2098501000

2003 1386884000 312257000 8717000 82909000 1790767000

2002 1089239000 277762000 10766000 131771000 1509538000

2001 989210000 234454000 23526000 98008000 1345198000

Data for 2006 is through June 30 2006.

Source Arizona Real Estate Center ASU Polytechnic Campus Arizona State University.

TABLE 10

Pima County

New Housing Starts

Total Housing

Year Units Permitted

2006 5817

2005 12272

2004 11452

2003 9635

2002 8915

2001 8735

Data for 2006 is through June 30 2006.

Source Arizona Real Estate Center ASU Polytechnic Campus Arizona State University.

Counties are required to adopt Comprehensive Plan and cities and towns General Plan under Arizona

laws adopted in 1998 and 2000. All subsequent rezoning activity must conform to the plan. Most cities and towns

and each of the larger counties including Pima are required to plan for growth areas and identify the means to

provide necessary public services in the future. In addition to environmental and infrastructure elements an analysis

of available water is also required. Pima Countys Comprehensive Plan was updated and adopted in 2001. State law

requires that every 10 years the plan be redone or updated and approved by the voters. Also as result of these

laws counties have broader authority to adopt development impact fees and review lot splitting. Pima County has

been implementing the policies of the Comprehensive Plan since its adoption.
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APPENDIX

PIMA COUNTY ARIZONA
Financial Information

Introduction

The fiscal year for the County is from July through June 30. The Countys budget process is an ongoing
function. Each fiscal years process starts with the issuance in December of guidelines to all departments within

which budgets must be developed. Department budget requests are submitted in February. review
process

then

takes place culminating with the County Administrators submission of proposed budget to the Board in time for

budget hearings in mid-June. State statutes require that tentative budget be adopted by the Board no later than the

third Monday in July. At the time the final budget is adopted which can be no later than the first Monday in August
of each year the Board of Supervisors holds public hearing and meeting to determine the tax levy needed to

support the budget. Taxes are then assessed and levied no later than the third Monday in August.

Expenditure Limitation

Beginning in fiscal
year 1981-82 the County became subject to an annual expenditure limitation which is

set by the Arizona Economic Estimates Commission. This limitation is based on the Countys annual expenditures
for fiscal year 1979-80 with this base adjusted to reflect interim population cost of living and boundary changes.
Certain expenditures are specifically exempt from the limit including expenditures made from federal funds and
bond sale proceeds as well as debt service payments. The limitations can be exceeded for certain emergency
expenditures or if approved by the voters. The Constitution provisions which relate to the expenditure limitation

provide three processes to exceed the spending limit permanent base adjustment one-time override and

capital project accumulation.

The Countys expenditure limitation for the 2005-06 fiscal year was $411190872. The Countys
expenditures for the 2005-06 fiscal

year were under the limit. The Countys 2006-07 fiscal year expenditure
limitation is $438128547.

Ad Valorem Taxes

General

Arizona the State or Arizona property taxes are divided into two systems primary and secondary.

Secondary property taxes are those taxes imposed for payment of bonded indebtedness for exceeding budget

expenditure or tax limitation pursuant to voter approval and for operating and maintaining certain special districts.

Primary property taxes are all ad valorem taxes other than secondary property taxes.

Under the primary system the full cash value of locally-assessed real property consisting primarily of

residential commercial industrial agricultural and unimproved property cannot increase by more than 10% per

year except under certain circumstances. This limitation does not apply to mines utilities and railroads which are

assessed by the State. Annual tax levies under the primary system are based on the nature of the property taxed and

the taxing authority. Primary taxes levied on residential property only are limited to 1% of the limited full cash

value of such property. In addition primary taxes levied on all types of property by counties cities towns and

community college districts are limited to maximum increase of 2% over the prior years levy plus any amount

directly attributable to new construction and annexation. The 2% limitation does not apply to primary taxes levied

for local school districts. The County does not currently levy its primary tax levy to the maximum allowed under

the law. Under proposition approved by the voters in November 2006 the tax levy limit was readjusted to actual

levy amounts for 2005 as the new base year.

Secondary assessed valuation represents the value used in determining property tax levies for the payment
of principal and interest on bonds school district voter-approved budget overrides and special district taxes and the

calculation of maximum bonded indebtedness allowed under the States Constitutional debt limit. See Debt
Limitation herein. Under the secondary system there is no limitation on annual increases in full cash value of any

B-I



property. In addition annual tax levies for voter-approved bonded indebtedness ovenides and special district taxes

are except as they are described herein under the subheading The Bonds Security and Sources of Payment

unlimited.

Arizona law provides
for property valuation freeze for certain residential property

owners sixty-five

years
of age and older. Owners of residential property may obtain such freeze against valuation increases the

Property Valuation Projection Option if the owners total income from all sources does not exceed 400% 500%

for two or more owners of the same property of the Social Security Income Benefit Rate. The Property
Valuation

Protection Option must be renewed every three years. If the property
is sold to person

who does not qualify the

valuation reverts to its current full cash value. Any freeze on increases in full cash value will translate to the

secondary assessed value of the affected property as hereinafter described.

Additionally all property both real and personal
is assigned classification to determine its assessed

valuation for tax purposes. Each legal classification is defined by property use and has an assessment ratio

percentage factor which is multiplied by the limited or full cash values of the property to obtain the assessed

valuations.

Tax Procedures

The tax year in Arizona is defined as the calendar year although tax procedures begin prior to January of

each tax year
and continue through May of the succeeding calendar year. The first step in the tax process for taxing

entities other than certain special districts is the determination of the full cash value of each individually-owned

parcel of land within the State. Property valuations are established on most property by the individual county

assessors with the State Department of Revenue determining the valuation of centrally assessed properties such as

gas water and electrical utilities railroads mines and pipelines. The appropriate property classification assessment

ratio is then applied to the full cash value to determine the assessed valuation for such parcel. The assessment ratios

utilized over the five-year period 2002-03 through 2006-07 for each class of property are set forth below.

Property Tax Assessment Ratios

2002-03 through 2006-07

Classification 2002-03 2003-04 2004-05 2005-06 2006-07

Mining Utility Commercial and

Industrial bc 25% 25% 25% 25% 24.5%

Agriculture
and Vacant Land 16% 16% 16% 16% 16%

Owner Occupied Residential 10% 10% 10% 10% 10%

Leased or Rented Residential 10% 10% 10% 10% 10%

Railroad Private Car Company And

Airline Flight Property
21% 20% 21% 21% 22%

Additional classes of property exist but seldom amount to significant portion of municipal bodys total

valuation.

The assessment ratio for Mining Utility Commercial and Industrial property
will decrease per year

starting from 25% in 2005-06 to 20% in and after 2015-16.

The first $59099 of full cash value of commercial industrial and agricultural personal property is exempt from

taxation for fiscal year 2006-07. This exemption is indexed annually for inflation. Any portion of the full cash

value in excess of those amounts will be assessed at 24.5% or 16% as applicable.

This percentage is determined annually to be equal to the ratio of the total assessed valuation of all mining

utility commercial industrial and military reuse zone properties and agricultural personal property to ii the

total full cash market value of such properties.

From time to time bills have been introduced in the Arizona Legislature to reduce the property tax assessment ratios

on utility commercial and/or industrial property and such bills may be introduced in the current or future legislative

sessions. The County cannot determine whether any such measures will become law or how they might affect

property tax collections for the County.
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Delinquent Tax Procedures

The
property taxes due to the County are billed along with State and other taxes ordinarily in September

of the calendar tax
year and are due and payable in two installments on October and March and become

delinquent on November and May 1. Delinquent taxes are subject to an interest penalty of 16% per annum
prorated monthly as of the first day of the month unless the full years taxes are paid by December 31. After the
close of the tax collection period the County Treasurer

prepares delinquent property tax list and the property so
listed is subject to tax lien sale in February of the succeeding year. In the event that there is no purchaser for the
tax lien at the sale the tax lien is assigned to the State and the tax lien is reoffered for sale from time to time until

such time as the taxes penalties and interest put on the lien is sold subject to redemption for an amount sufficient

to cover all delinquent and current taxes.

It should be noted that in the event of bankruptcy of taxpayer pursuant to the United States Bankruptcy
Code the Bankruptcy Code the law is currently unsettled as to whether lien can be attached against the

taxpayers property for property taxes levied during the pendency of bankruptcy. Such taxes might constitute an
unsecured and possibly noninterest

bearing administrative
expense payable only to the extent that the secured

creditors of taxpayer are oversecured and then possibly only on the prorated basis with other allowed
administrative claims. It cannot be determined therefore what adverse impact bankruptcy might have on the ability

to collect ad valorem taxes on property of taxpayer within the County. Proceeds to pay such taxes come only
from the taxpayer or from sale of the tax lien on the property.

When debtor files or is forced into bankruptcy any act to obtain possession of the debtors estate any act

to create or perfect any lien against the property of the debtor or any act to collect assess or recover claim against
the debtor that arose before the commencement of the bankruptcy would be stayed pursuant to the Bankruptcy Code.
While the stay of bankruptcy court may not prevent the sale of tax liens against the real property of bankrupt
taxpayer the judicial or administrative foreclosure of tax lien against the real property of debtor would be subject
to the stay of bankruptcy court. It is reasonable to conclude that tax sale investors may be reluctant to purchase
tax liens under such circumstances and therefore the timeliness of post bankruptcy petition tax collections
becomes uncertain.

It cannot be determined what impact any deterioration of the financial condition of any taxpayer whether
or not protection under the Bankruptcy Code is sought may have on payment of or the secondary market for the
Bonds. Neither the County nor their respective agents or consultants have undertaken any independent investigation
of the operations and financial condition of any taxpayer nor have they assumed responsibility for the same.

Property Valuations

The following table lists the various property valuations for the County for the current year.

Valuations for Fiscal Year 2006-07

Estimated Actual Valuation $59890228997
Net Secondary Assessed Valuation 6869955457
Net Primary Assessed Valuation 6467201516

Actual full cash value net of estimated value of property exempt from taxation.

Source Pima County Assessors Abstract of the 2006 Tax Rolifor Pima County.
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Net Secondary Assessed Valuation Comparisons and Trends

The infonnation set forth below is shown to indicate the ratio between assessed values and estimated actual

values for the County as well as changes in the secondary assessed valuations of the County and overlapping

municipal units on comparative basis. The basis of property assessment for these years is shown under Ad

Valorem Taxes Tax Procedures.

Net Secondary Assessed Value and Estimated

Actual Cash Value Comparison

Net Secondary Assessed

Fiscal Net Secondary Estimated Actual Valuation as Percentage of the

Year Assessed Valuation Valuation Estimated Actual Valuation

2006-07 $6869955457 $59890228997 11.47%

2005-06 6050950040 47971147096 12.61%

2004-05 5620156274 43778402824 12.84%

2003-04 5221270997 43733555507 11.94%

2002-03 4835561219 36999609652 13.07%

Source Arizona Tax Research Foundation Property Tax Rates and Assessed Value Pima County Finance and Risk

Management Department and Pima County Assessors Abstract of the 2006 Tax Roll for Pima County.

Actual full cash value net of estimated value of property exempt from taxation.

Net Secondary Assessed Valuation Comparisons

Fiscal City of Percent Pima Percent State of Percent

Year Tucson Change County Change Arizona Change

2006-07 $3016230759 10.77% $6869955457 13.54% $54436547031 11.25%

2005-06 2722915853 644% 6050950040 7.67% 48931946145 10.05%

2004-05 2558231181 5.40% 5620156274 7.64% 44461738026 8.87%

2003-04 2427120926 6.98% 5221270997 7.98% 40839898348 10.96%

2002-03 2268733334 6.09% 4835561219 7.66% 36805206912 6.76%

Source Arizona Tax Research Foundation Property
Tax Rates and Assessed Value Pima County Finance and Risk

Management Department and Pima County Assessors Abstract of the 2006 Tax Roilfor Pima County.
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Net Secondary Assessed Valuations of Major Taxpayers

Shown below are the major property taxpayers located within the County an estimate of their current
assessed value and their relative proportion of the Countys net secondaiy assessed value.

Estimated 2006-07 As Percent of Countys
Net Secondary 2006-07 Net Secondary

Taxpayer Assessed Valuation Assessed Valuation

Tucson Electric Power Co. $143361816 2.09%

Qwest Corporation 87092898 1.27%

Southwest Gas Corporation 62846160 0.91%

PhelpsDodge 55176116 0.80%

Arizona Portland Cement 22857520 0.33%

Raytheon Company 21665114 0.32%
Dnd Neffson Co. 19087235 0.28%

Starr Pass Resort Developments LLC 17068423 0.25%

Scg Tucson Property LLC Westin Hotel 15504143 0.23%
Tnco Electric Co-Op Inc 14.806.148 0.22%

S459.465.573
_____

Some of such taxpayers or their parent corporations are subject to the informational requirements of the

Securities Exchange Act of 1934 as amended the Exchange Act and in accordance therewith file reports

proxy statements and other information with the Securities and Exchange Commission the Commission.
Such reports proxy statements and other information collectively the Filings may be inspected and copied

at the public reference facilities maintained by the Commission at 450 Fifth Street N.W. Washington D.C.

20549 and at the Commissions regional offices at Northwestern Atrium Center 500 West Madison Street
Suite 1400 Chicago Illinois 60661. Copies of the Filings can be obtained from the public reference section of

the Commission at 450 Fifth Street N.W. Washington D.C. 20549 at prescribed rates. In addition the Filings

may also be inspected at the offices of the New York Stock Exchange at 20 Broad Street New York New York

10005. The Filings may also be obtained through the Internet on the Commissions EDGAR data base at

httn//www.sec.gov. Neither the County its Financial Advisor nor its Bond Counsel has examined the

information set forth in the Filings for accuracy or completeness nor do they assume responsibility for the

same.

Source Pima County Assessors office.

Record of Real and Secured Personal Property Taxes Levied and Collected

Property taxes are levied and collected on all taxable property within the County and are certified to by the

County Treasurer. The following table sets forth the real and secured personal property tax collection of the County
for the current and past five fiscal years.

Real and Secured Fiscal Year Collections Total Collections

Fiscal Personal Property Percent of Percent of

Year Tax Levy Amount Tax Levy Amount Tax Levy
2006-07 $330240186 $154361275 46.74%
2005-06 302126724 $292019235 96.65% 298404156 98.77%

2004-05 281171502 271480760 96.55% 280611871 99.80%
2003-04 260569500 250928829 96.30% 260429742 99.95%

2002-03 241415870 231618482 95.94% 241373567 99.98%

2001-02 228476979 218191563 95.50% 228400369 99.97%

Reflects collections made through June 30th the end of the fiscal year on such years levy. Property taxes are

payable in two installments. The first installment is due the first day of October and becomes delinquent on

November but is waived if the full tax years taxes are paid in full by December 31. The second installment

becomes due the first day of March and is delinquent on May 1. Interest at the rate of 16% per annum attaches
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on first and second installments following their delinquent dates. Penalties for delinquent payments are not

included in the above collection figures.

Reflects collections made through November 30 2006 against the current and prior levies.

In the process of collection.

Source Pima County Treasurers Office

Tax Rate Data

The tax rates provided below reflect the total property tax rate levied by the County. As such the rates are

the sum of the primary tax rate which is levied against
the primary assessed value within the County and the

secondary tax rate for debt service payments the County Library District the County Fire District Assistance Tax

and the County Flood Control District all of which are levied against the Countys secondary assessed value except

in the case of the Flood Control District which is levied against the Districts secondary assessed value which

excludes the value of personal property.

Fiscal Primary Secondary Total Tax

Year Tax Rate Tax Rate Rate

2006-07 $3.8420 $1.4986 $5.3406

2005-06 4.0720 1.3891 5.4611

2004-05 4.0720 1.4247 5.4967

2003-04 4.0720 1.4261 5.4981

2002-03 4.0720 1.4278 5.4998

Source Property Tax Rates and Assessed Values The Arizona Tax Research Foundation and Pima County Finance

and Risk Management Department.

Debt Limitation

Pursuant to the Arizona Constitution outstanding general obligation debt for County purposes may not

exceed 15% of Countys net secondary assessed valuation. The following indicates the Countys current bonding

capacity after the issuance of the Bonds.

Net Secondary Assessed Valuation FY 2006-07 $6869955457

15% Constitutional Limitation 1030493318

Net Direct General Obligation Bonds Outstanding 326310000

Unused 15% Limitation $704183318
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General Obligation Bonded Debt to be Outstanding

The following chart lists the outstanding general obligation bonded debt of the County that will be

outstanding after the issuance of the General Obligation Bonds Series 2007 being issued concurrently with the

Bonds under separate Official Statement.

Remaining
Date of Original Maturity Average Balance

Issue Amount Original Purpose Dates mt. Rates Outstanding
05-01-98 42420000 Various Improvements 7-1-99/13 4.620% $18795000
10-01-99 50000000 Various Improvements 7-1-00/10 5.040% 16115000
08-01-00 50000000 Various Improvements 7-1-01/14 4.760% 26000000
07-01-01 17835000 Refunding 7-1-03/09 4.410% 7610000
01-01-02 20000000 Various Improvements 7-1-02/16 4.000% 10000000
01-15-03 50000000 Various Improvements 7-1-03/17 3.900% 40350000
06-01-04 65000000 Various Improvements 7-1-05/19 4.207% 53615000
05-01-05 65000000 Various Improvements 7-1-06/20 3.937% 58825000

Total General Obligation Bonded Debt Outstanding $231310000
Plus The General Obligation Bonds Series 2007 95000000
Total General Obligation Bonded Debt to be Outstanding $326310000

The General Obligation Bonds Series 2007 are being issued concurrently with the sale of the Bonds under

separate Official Statement.

Estimated Annual Debt Service Requirements of General Obligation

Bonded Debt to be Outstanding

The following chart indicates the general obligation debt service requirements of the County that will be

outstanding after the issuance of the Countys General Obligation Bonds Series 2007 being issued concurrently
with the Bonds under separate Official Statement.

Fiscal
Existing General Obligation Series 2007 Bonds Total Debt

Year Bonded Debt Outstanding Dated January 2007 Service

June 30 Principal Interest Principal Interest Requirement
2007 $32335000 $10027760 $4385000 $2375000 $49122760
2008 25005000 8538905 6250000 4530750 44324655
2009 20260000 7416755 5400000 4218250 37295005
2010 19790000 6502705 5290000 3948250 35530955
2011 17190000 5615725 5550000 3683750 32039475
2012 17525000 4846125 5830000 3406250 31607375
2013 17885000 4064425 6120000 3114750 31184175
2014 15935000 3273225 6425000 2808750 28441975
2015 13265000 2568825 6750000 2487500 25071325
2016 13270000 1987706 7085000 2150000 24492706
2017 13500000 1433025 7440000 1795750 24168775
2018 9850000 858425 7810000 1423750 19942175
2019 10330000 515575 8205000 1033250 20083825
2020 5170000 180950 8615000 623000 14588950
2021 3845000 192250 4037250

The first interest payment date on the Bonds is July 2007. Interest on the General Obligation Bonds Series

2007 is estimated at an average rate of 5.00%

Preliminj.y subject to change.
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Net Direct and Overlapping General Obligation Bonded Debt

Overlapping bonded debt figures were compiled from information obtained from the County Treasurers

Office and individual jurisdictions. breakdown of each overlapping jurisdictions applicable general obligation

bonded debt net secondary assessed valuation and combined tax rate per $100 assessed valuation follows.

Combined

2006-07 General
Portion Applicable Tax Rate

Net Secondary Obligation
to the County Per $100

Assessed Bonded Debt Net Debt Assessed

Jurisdiction Valuation Outstanding af Percent Amount Valuation

State of Arizona $54436547031 None 100% None $0.0000

Pima County 6869955457 $326310000 100% 326310000 4.9660

Pima County Flood Control District 6113952541 2230000 100% 2230000 0.3746

Elementaty School Districts 284785948 2755000 100% 2755000 2.575

Unified School Districts 6573518237 586595000 100% 586595000 6.9627

Cities and Towns 3935967898 281134070 100% 281134070 0.9405

Pima County Community College

District 6869955457 61730000 100% 61.730.000 1.2515

Total
$1 260754.070
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2006-07 Net General Combined Tax

Secondary Obligation Rate Per $100

Assessed Bonded Debt Assessed
Jurisdiction Valuation Outstanding a1 Valuation

State of Arizona $54436547031 None None
Pima County 6869955457 $326310000 $4.9660
Pima County Flood Control District 6113952541 2230000 0.3746
Pima County Community College District 6869955457 61730000 1.2515

Elementary School Districts

San Fernando ESD 35 831896 None 3.748

Empire ESD 37 5489030 None 8.4864

Continental ESD 39 249037971 2755000 2.0682

Redington ESD 44 1339389 None 4.8853

Altar Valley ESD 51 28087662 None 5.7696

Unified School Districts

Tucson USD 2951009121 309160000 7.3857

Marana USD 593166842 67125000 5.9117

Flowing Wells USD 184631194 10730000 6.8677

Amphitheater USD 10 1253084786 62380000 6.1193

Sunnyside USD 12 368702550 41770000 9.1529

Tanque Verde USD 13 169903216 4335000 5.4806

Ajo USD 15 15767445 None 4.4929
Catalina Foothills USD 16 528078948 38485000 6.7428

Vail USD 20 324977649 27635000 6.7032

Sahuarita USD 30 183013895 24975000 7.7345

Indian Oasis USD 40 1182591 None 0.0000

Cities and Towns

City of Tucson 3016230759 281134070 1.2257

City of South Tucson 20643396 None 0.2383

Town of Marana 310319014 None 0.0000

Town of Oro Valley 468769764 None 0.0000

Town of Sahuarita 120004965 None 0.0000

Includes general obligation bonds outstanding including the Countys General Obligation Bonds Series 2007
that are being issued concurrently with the Bonds under separate Official Statement. Does not include

outstanding principal amount of various cities and towns improvement districts bonded debt and outstanding

principal amount of various County improvement districts bonded debt as the indebtedness of these districts is

presently being paid from special assessments levied against property owners residing within the various

improvement districts. Also does not include various fire districts.

Also does not include the obligation of the Central Arizona Water Conservation District CAWCD to the

United States of America Department of the interior for repayment of certain capital costs for construction of
the Central Arizona Project CAP major reclamation project that has been substantially completed by the

Department of the Interior. The obligation is evidenced by master contract between CAWCD and the

Department of the interior In April of 2003 the United States and CAWCD agreed to settle litigation over the

amount of the construction cost repayment obligation the amount of the respective obligations for payment of

the operation maintenance and replacement costs and the application of certain revenues and credits against

such obligations and costs. Under the agreement CAWCDs obligation for substantially all of the CAP features

that have been constructed so far will be set at $1 .646 billion which amount assumes but does not mandate
that the United States will acquire total of 667724 acre feet of CAP water for federal purposes. The United

States will complete unfmished CAP construction work related to the water supply system and regulatory

storage stages of CAP at no additional cost to CAWCD. Of the $1646 billion repayment obligation 73% will

be interest bearing and the remaining 27% will be non-interest bearing. These percentages will be fixed for the

entire 50-year repayment period which commenced October 1993. Effectiveness of the agreement is subject
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to number of conditions including settlement of certain Indian community water claims and other water claims

and will require certain State legislation. Federal authorizing legislation was enacted in 2004. If the conditions

are not met by May 2012 and the parties do not amend the agreement the agreement
will terminate and

litigation will resume. If it appears prior to May 2012 that the conditions will not be met by the deadline the

parties can amend the agreement or either party may petition the U.S. District Court to terminate the agreement

and resume litigation. It is not possible to predict whether the agreement will become finally effective be

amended or terminate or whether litigation will resume. If litigation resumes it is not possible to predict the

outcome of such litigation. CAWCD is water conservation district having boundaries coterminous with the

exterior boundaries of Maricopa Pima and Pinal Counties. It was formed for the express purpose of paying

administrative costs and expenses
of the CAP and to assist in the repayment to the United States of the CAP

capital costs. Repayment will be made from combination of power revenues subcontract revenues i.e.

agreements with municipal industrial and agricultural water users for delivery of CAP water and tax levy

against all taxable property within CAWCDs boundaries. At the date of this Official Statement the tax levy is

limited to fourteen cents per $100 of secondary assessed valuation of which twelve cents is being currently

levied. See Arizona Revised Statutes Sections 48-3715 and 48-3715.02. There can be no assurance that such

levy limit will not be increased or removed at any time during the life of the contract.

The Countys total tax rate shown includes the Countys primary and secondary debt service tax rates the

$0.3675 tax rate of the Free Library District and the $0.0415 tax rate of the Fire District Assistance Tax.

The boundaries of the Pima County Flood Control District are coterminous with those of Pima County

however the Flood Control District only levies taxes on real property.

The tax rate shown is weighted average based on each jurisdictions proportionate amount of secondary

assessed valuation.

The combined tax rate includes the tax rate for debt service payments which is based on the secondary assessed

valuation of the entity and the tax rate for all other purposes
such as maintenance and operation

and capital

outlay which is based on the primary assessed valuation of the municipality or school district.

The following table lists general obligation bonds authorized but unissued for the County and jurisdictions

within the County after the issuance of the Countys Bonds.

Authorized But Unissued

Jurisdiction
General Obligation Bonds

Pima County
$478681000

Tucson Unified School District No. 178000000

City of Tucson 39140000

Catalina Foothills Unified School District No. 16 7730000

Indian Oasis Unified School District No. 40 500000

Additional general obligation bonds may be authorized by these and other jurisdictions within the County at

future elections.
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Net Direct and Overlapping General Obligation Bonded Debt Ratios

The Countys direct and overlapping general obligation bonded debt is shown below on per capita basis

and as percent of the Countys net secondary assessed valuation and estimated actual valuation.

As Percent of Countys 2006-07

Per Capita Net Secondary Assessed Est. Actual

Debt Pop. Valuation Valuation

957635 $6869955457 $59890228997
Net Direct General Obligation Bonded Debt

$326310000 340.75 4.75% 0.54%

Net Direct and Overlapping General

Obligation Bonded Debt

$1260754070 $1316.53 18.35% 2.11%

Source U.S. Department of Commerce Bureau of the Census Arizona Department of Economic Security

Population Statistics July 2005.

Reflects the Net General Obligation Bonds Outstanding after the issuance of the Countys General Obligation

Bonds Series 2007 being issued concurrently with the Bonds under separate Official Statement.

Street and Highway Revenue Bonded Debt Outstanding

The following chart indicates the outstanding street and highway bonds of the County that will be

outstanding after the issuance of the Bonds.

Original Remaining

Date of Original Maturity Balance

Issue Amount
______________________________

Dates Outstanding

5-01-98 $40000000 7-1-99/08 8000000
1-01-02 55000000 7-1-03/12 35735000
1-15-03 35000000 7-1-04/18 31900000
5-01-05 51200000 7-1-09/20 51200000

126835000

21000000

147835000

In 2002 the County received two loans totaling $5.1 million from the Highway Expansion and Extension Loan

Program HELP of the Arizona Department of Transportation. The loans from the HELP program allowed the

County to accelerate by several
years

the completion of two projects that were scheduled to be funded from

Federal aid highway revenues in future years. Final payments on each loan which are currently outstanding in

the aggregate principal amount of $903000 are due in January 2007. HELP loans are payable solely from

revenues received by the County from the Arizona Highway User Revenue Fund on basis junior and

subordinate to amounts due on the Bonds shown above and all parity bonds. In 2006 the County received

another HELP loan totaling $4.8 million. Final payment on this loan which is currently outstanding in the

aggregate principal amount of $4.8 million is due in June 2009. These loans are in addition to the debt listed in

this table.

Purpose

Street Highway Improvements

Street Highway Improvements

Street Highway Improvements

Street Highway Improvements

Total Street and Highway Revenue Bonds Outstanding

Plus The Bonds offered herein.

Total Street and Highway Revenue Bonds to be Outstanding
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Sewer Revenue Debt Outstanding

The following chart includes the outstanding sewer revenue debt of the County that will be outstanding

after the issuance of the Sewer Revenue Bonds Series 2007 being issued concurrently with the Bonds under

separate Official Statement.

Date of Original
Remaining Balance

Issue Amount Purpose Maturity Dates Outstanding

03-01-96 $11313350 Refunding ab 7-1-97/12 $9069388.26

08-06-97 7500000 Sewer Improvements 7-1-00/11 3670007.52

05-01-98 29185000 Sewer Improvements 7-1-99/15 17655000.00

10-27-00 61180286 Sewer Improvements bc 7-1-02-16 49089531.99

04-01-01 19440000 Refunding 7-1-02/15 14980000.00

05-01-04 25770000 Refunding 7-1-05/15 22890000.00

05-11-04 19967331 Sewer Improvements be 7-1-05/24 18538309.17

Total Sewer Revenue Bonded Debt Outstanding
$135892236.94

Plus The Series 2007 Sewer Revenue Bonds 50000000.00

Total Sewer Revenue Bonds Outstanding
S185892.23fi.94

Proceeds of this loan were used to refund in advance of maturity $5025000 of the Sewer Revenue Bonds

Series 1992 $2845000 of the Sewer Revenue Bonds Series 1993 and $2650000 of the Sewer Revenue

Bonds Series 994B. The debt service requirements on the refunded bonds are secured for payment by U.S.

Government Securities which are held in an irrevocable trust.

Represents funds borrowed under separate Loan Agreements with the Water Infrastructure Finance Authority of

Arizona WIFA.
On October 27 2000 the County entered into certain Loan Agreements with WIFA totaling $40000000. In

December 2001 the County amended those Loan Agreements and added an additional $21180286.

The Sewer Revenue Bonds Series 2007 are being issued concurrently with the sale of the Bonds under

separate Official Statement.

May 11 2004 the County entered into certain Loan Agreements with WIFA totaling $18015219. In

September 2005 the County amended those Loan Agreements and added an additional $1952112. Amount

outstanding is as of November 21 2006.

Lease Lease-Purchase and Purchase Agreements

The County has various lease purchase agreements outstanding. list of the County departments
benefited

by these agreements and the scheduled payments on these agreements over the past three fiscal years appears below.

Fiscal Year

County Department 2003-04 2004-05 2005-06

Clerk of Superior Court 195417 $146562 $31361

Juvenile Court 73986

Public Works Building 1642680

Sheriff 42274 42274 42273

Fiscal Year Total $1954357 $188836 $73634

Source Pima County Finance and Risk Management Department.
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Certificates of Participation

The following chart lists the certificates of participation obligations outstanding for the County.

Original Remaining
Date of Original Maturity Balance

Issue Amount Purpose Dates Outstanding

09-01-99 $4875000 Refunding 1-1-13/14 4000000
10-01-03 27525000 Refunding 1-1-05/18 24335000
Total Certificates of Participation Obligations Outstanding $28335000

The County currently anticipates issuing approximately $30000000 in additional certificates of participation in

fiscal year 2007.

Retirement Plans

brief description of the various retirement programs in which County employees participate is located in

Footnote 10 in the excerpts from the Countys Comprehensive Annual Financial Report in Appendix D.

Other Post Employment Benefits

The County does not offer Other Post Employment Benefits.
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PIMA COUNTY ARIZONA

COMBINED STATEMENT OF REVENUES EXPENDITURES

AND CHANGES IN FUNI BALANCES OF ALL

GOVERNMENTAL FUND TYPES

In $000

Actual Budget

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Revenues by Source

Taxes $244807 $258375 $279527 $300972 $321474 $350440

Special Assessments 598 1023 505 244 215 291

Licenses and Permits 6077 6087 6566 7265 7452 7739

Intergovernmental 260218 245378 273225 278414 291059 295121

Charges for Services 31112 35721 43505 53568 63582 63526

Fines and Forfeits 4882 5047 5010 5967 6014 6846

Interest Income 6952 4152 2656 5181 11379 7651

Miscellaneous 8143 10356 11918 14806 13165 16124

Total Revenues $562789 $566139 $622912 $666417 $714340 $747738

Expenditures by Fund

General 285486 308917 323591 372899 402811 439535

Special Revenues 153888 149633 161716 160614 170696 223126

Debt Service 48102 57563 60828 56067 66829 73419

Capital Projects 109670 97147 103167 127632 121007 155902

Total Expenditures $597146 $613260 $649302 $717212 $761343 $891982

Excess of Revenues Over Under

Expenditures 34357 47121 26390 50795 47003 144244

Proceeds of Long-Term Debt 82717 85247 65148 116450 4836 120000

Proceeds of Refunding Bonds 22420 6880

Payment to Refunded Bond Escrow Agent 22551 6846

Gain on Investment

Operating Transfers

In Out 12905 15140 21333 3046 3685 613

Capital Leases 177 231

Sale of General Fixed Assets 590 37 406 27 416

Beginning Fund Balance as restated 110664 147803 165395 182894 252007 213998

Restatement AdjustmentfLGlP Loss 1175 6237

Changes in Reserve for Inventory 64 629 379 398 188

Charges in Reserve for Prepaid 14 13 13 11

Ending Fund Balance $147803 $165395 $182894 $252007 $213988 $190367

Obtained from the FY 2006-07 Adopted Budget except for the beginning fund balance which was based on the actual June

30 2006 fund balance rather than the estimated fund balance contained in the budget adopted before that date. These

amounts are estimated data and are subject to change based on final audited results.

Source Pima County Finance and Risk Management Department. This table has not been the subject to any separate audit

procedures.
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PIMA COUNTY ARIZONA
STATEMENT OF FUND BALANCES ALL GOVERNMENTAL

FUND TYPES

In $000

Actual Budget
2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

General

Reserved 2486 2549 $7068 $4056 $5152
Unreserved 28656 30999 25628 33171 46423

31142 33548 32696 37227 51575 28736

Special Revenue

Reserved 2570 3623 3399 2742 5111
Unreserved 61134 42312 45325 54232 64961

Designated
___________ ___________ ___________ ___________ 1044

63704 45935 48724 56974 71116 43024

Debt Service

Reserved 5964 3078 4202 10004 6673
Unreserved

__________ __________ __________
52 162

5964 3078 4202 10156 6835 5883

Capital Projects

Reserved 41

Unreserved 46985 82793 97270 147650 84472

46993 82834 97272 147650 84472 112724

Total Fund Balance $147803 $165395 $182894 $252007 $213998 $190367

Amount calculated utilizing the revenues and expenditures presented in the FY 2006-07 Adopted Budget plus the actual

June 30 2006 ending fund balance for each fund. Pima County does not budget the ending fund balance at detailed level
therefore only the calculated ending fund balance totals are presented. These amounts are estimated data and are subject to

change based on final audited results.

Source Pima County Finance and Risk Management Department This table has not been the subject of any separate audit

procedures.
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PIMA COUNTY ARiZONA
COMBINED STATEMENT OF REVENUES EXPENDITURES

AND CHANGES IN GENERAL FUND BALANCE

In $000
Actual Budget

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07a

Revenues by Source

Taxes $181840 $194552 $209672 $225959 $242948 $253565

Licenses and Permits 2071 2010 2166 2350 2536 2473

Intergovernmental 111922 112530 120058 125203 143982 145517

Charges for Services 19974 23750 24133 24905 27102 30648

Fines and Forfeits 3898 4111 4023 5035 5786 5495

Interest 2086 1015 530 1357 2491 1623

Miscellaneous 1995 2884 2132 4435 4935 3732

Total Revenues 323786 340852 362174 389244 429780 443053

Expenditures

Current

General Government 101397 110813 120755 160378 168394 200813

Public Safety 86039 90375 100650 84694 96687 103697

Sanitation

Health 2567 2762 2898 2189 2401 2579

Welfare 73060 84130 76619 96996 102496 98146

CultureRecreation 13453 12858 14448 11236 13104 14338

Education Econ. Opport. 5299 4812 5578 14637 16682 16942

Debt Service

Principal 1913 1550 1610 1440 1750 1785

Interest 1754 1613 1030 1324 1292 1230

Miscellaneous

Total Expenditures 285486 308917 323591 372899 402811 439535

Excess of Revenues Over Under 38300 31935 39123 16345 26969 3518

Expenditures

Other Financing Sources uses
Proceeds of Long-Term Debt

Sale of General Fixed Assets
22

Operating Transfers In Out 29624 27799 39977 11822 12643 26357

Total Other Financing Sources Uses 29624 27799 39975 11814 12621 26357

Excess of Revenues and Other Sources

Extraordinary item

Loss from State Treasurers Local

Government Investment Pool 1730

Over Under Expenditure and 8676 2406 852 4531 14348 22839

Other Uses

Beginning Fund Balance as restated 22466 31142 33548 32696 37227 51575

InOut

Ending Fund Balance 31142 33548 32696 37227 51575 $28736

Obtained from the FY 2006-07 Adopted Budget except for the beginning fund balance which was based on the actual June

30 2006 fund balance rather than the estimated fund balance contained in the budget adopted before that date. These

amounts are estimated data and are subject to change based on final audited results.

Source Pima County Finance and Risk Management Department. This table has not been the subject of any separate
audit

procedures.
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APPENDIX

FORM OF OPINION OF BOND COUNSEL

of Closing

Pima County Arizona

Tucson Arizona

Ladies and Gentlemen

We have examined the transcript of proceedings the Transcript relating to the issuance by Pima County
Arizona the County of its $21000000 aggregate principal amount of bonds designated the Pima County
Arizona Street and Highway Revenue Bonds Series 2007 the Bonds. The Bonds are issued pursuant to Title

11 Chapter Article 12 of the Arizona Revised Statutes and under the provisions of an authorizing resolution

adopted by the Board of Supervisors of the County on Januaiy 2007 the Bond Resolution. The documents in

the Transcript include certified copy of the Bond Resolution. All capitalized terms not defined herein shall have
the meanings set forth in the Bond Resolution. We have also examined conformed copy of Bond.

Based on this examination we are of the opinion that under existing law

I. The Bonds are valid legal and binding special obligations of the County which together with

other bonds issued on parity therewith and subject to bankruptcy laws and other laws affecting creditors rights

and to the exercise of judicial discretion are to be paid solely from and secured by pledge of Pledged Revenues

as defined in the Bond Resolution consisting of revenues derived by the County from taxes fees charges and
other monies collected by the State of Arizona and returned to the County for Street and highway purposes pursuant
to law. Such pledge is authorized by law. The Bonds and the payment of principal thereof and interest thereon are

not secured by an obligation or pledge of any moneys raised by taxation other than the Pledged Revenues and the

Bonds do not represent or constitute general obligation or pledge of the full faith and credit of the County or the

State of Arizona. The County has pledged in the Bond Resolution to comply with any requirements imposed by
law for eligibility to receive its share of such funds.

2. The interest on the Bonds is excluded from gross income for federal income tax purposes under

Section 103 of the Internal Revenue Code of 1986 as amended the Code and is not treated as an item of tax

preference for purposes of the alternative minimum tax imposed on individuals and corporations. The interest on
the Bonds is exempt from Arizona state income tax. We express no opinion as to any other tax consequences
regarding the Bonds.

In giving the foregoing opinion with respect to the treatment of the interest on the Bonds under the tax laws

we have assumed and relied upon compliance with the covenants of the County and the accuracy which we have not

independently verified of the representations and certifications of the County contained in the Transcript. The

accuracy of those representations and certifications and the Countys compliance with those covenants may be

necessaiy for the interest on the Bonds to be and to remain excluded from gross income for federal income tax

purposes and for certain of the other tax effects stated above. Failure to comply with certain of those covenants

subsequent to issuance of the Bonds could cause the interest on the Bonds to be included in gross income for federal

income tax purposes retroactively to the date of issuance of the Bonds.

Under the Code portion of the interest on the Bonds earned by corporations may be subject to the federal

corporate alternative minimum tax and the interest on the Bonds may be subject to federal branch profits tax imposed
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on certain foreign corporations doing business in the United States and to federal tax imposed on excess net passive

income of certain corporations.

Respectfully submitted

SQUIRE SANDERS DEMPSEY
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APPENDIX

EXCERPTS FROM
PIMA COUNTY ARIZONA

COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR THE FISCAL YEAR ENDED

JUNE 30 2006

The following are excerpts from the Countys Comprehensive Annual Financial Report for the fiscal year ended

June 30 2006 The County has not requested the State of Arizona Auditor General to perform any review of the

Countys Comprehensive Annual Financial Report subsequent to June 30 2006. These are the most recent audited

financial statements available to the County. These financial statements are not current and may not represent the

current financial position of the County.
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STATE OF ARIZONA
DEBRA K. DAVENPORT CPA OPFIC TN WIWAM THOMSON

AUDITOR GENERAL
DI TO GENERAL DEPUTY AUDITOR GENERAL

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 governmental activities business-type

activities the discretely presented component unit each major fund and aggregate remaining fund

information of Pima County as of and for the year ended June 30 2006 which collectively comprise the

Countys basic financial statements as listed in the table of contents. These financial statements are the

responsibility of the Countys management. Our responsibility is to express opinions on these financial

statements based on our audit. We did not audit the financial statements of certain departments two

major funds and component unit which account for the following percentages of the assets liabilities

revenues and expenses or expenditures of the opinion units affected

Expenses/

Opinion Unit/Department Assets Liabilities Revenues Expenditures

0.09% 0.08% 0.42% 0.29%

2.75% 6.77% 0.29% 0.70%

91 .89% 86.15% 30.42% 23.10%

4.36% 12.47% 64.74% 72.18%

2.50% 1.23% 4.46% 4.04%

0.00% 0.00% 0.00% 0.29%

Government-wide Statements

Governmental ActMties

Stadium District

Self-Insurance Trust

Business-type Activities

Wastewater Management
Pima Health System Services

Development Services

Self-Insurance Trust

Component UnitSouthwestern Fair

Commission 100.00% 100.00% 100.00%

Fund Statements

Major Funds

Wastewater Management 100.00% 100.00% 100.00%

Pima Health System Services 100.00% 100.00% 100.00%

Aggregate Remaining Fund Information

Stadium District 0.28% 0.35%

Development Services 3.85% 1.86%

Self-Insurance Trust 8.83% 30.60%

100.00%

100.00%.

100.00%

0.74%

5.68%

7.95%

1.23%

7.39%

6.84%

2910 NORTH 44TH STREET SUITE 410 PHOENIX ARIZONA 6501$ S02 553-0333 FAX 602 553-0031



Those financial statements were audited by other auditors whose reports thereon have been furnished to

us and our opinions insofar as they relate to the amounts included for those entities are based 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 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 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 governmental actMties

business-type activities the discretely presented component unit each major fund and aggregate

remaining fund information of Pima County as of June 30 2006 and the respective changes in financial

position and where applicable cash flows thereof for the year then ended in conformity with U.S.

generally accepted accounting principles.

As described in Note the County retroactively reported infrastructure assets not previously capitalized

as part of the phased implementation requirements of GASB Statement No. 34 Basic Financial

Statementsand Managemenrs Discussion and Analysisfor State and Local Governments.

The Managements Discussion and Analysis on pages 13 through 27 the Budgetary Comparison

Schedules on pages 71 through 73 and the Schedule of Agent Retirement Plans Funding Progress on

page 74 are not required parts 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively

comprise the Countys basic financial statements. The introductory section combining statements and

other schedules and statistical section listed in the table of contents are presented for purposes of

additional analysis and are not required parts of the basic financial statements. The combining statements

and other schedules have been subjected to the auditing procedures applied in the audit of the basic

financial statements and in our opinion are fairly stated in all material respects in relation to the basic

financial statements taken as whole. The introductory and statistical sections have not been subjected to

the auditing procedures applied in the audit of the basic financial statements and accordingly we express

no opinion on them.

In connection with our audit except for the instances of noncompliance that will be reported in the

Countys Single Audit Reporting Package that will be issued at future date nothing came to our attention

that caused us to believe that the County failed to use highway user revenue fund monies received by the

County pursuant to Arizona Revised Statutes Title 28 Chapter 18. Article and any other dedicated state

transportation revenues received by the County solely for the authorized transportation purposes.

However our audit was not directed primarily toward obtaining knowledge of such noncompliance.



In accordance with Government Auditing Standards we will also issue our report on our consideration of

the Countys internal control over financial reporting and our tests of its compliance with certain provisions

of laws regulations contracts and grant agreements and other matters at future date. The purpose of

that report is to describe the scope of our testing of internal control over financial reporting and

compliance and the results of that testing and not to provide an opinion on internal control over financial

reporting or on compliance. That report is an integral part of an audit performed in accordance with

Government Auditing Standards and should be considered in assessing the results of our audit.

Debbie Davenport

Auditor General

December 2006
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Managements Discussionand Analysis



Managements Discussion Analysis

This section of Pima Countys comprehensive annual financial report presents discussion and analysis

of the Countys fmancial performance during the year ended June 30 2006 and should be read in con

junction with the Countys basic financial statements in the following sections. All dollar amounts are

expressed in thousands 000s unless otherwise noted.

FINANCIAL HIGHLIGHTS

At June 30 2006 the Countys combined assets exceeded combined liabilities net assets by

$1495175 an increase of 9.1% from the prior year. Of this amount $53748 is available for general

government expenditures unrestricted net assets $214040 is restricted for specific purposes re

stricted nez assets and $1227387 is invested in capital assets net of related debt and accumulated

depreciation.

Of the total fund balances of the Countys governmental funds total fund balance decreased $38009

to $213998 with $196018 of this amount available for expenditure. The amount available for ex

penditure is comprised of $46423 for the General fund $15685 for the Transportation fund $84472

for the Capital Projects fund and $49438 for the Countys other governmental funds.

The General fund unreserved fund balance increased $13252 from the previous year to $46423.

This balance represents approximately 11.5% of the Countys General fund expenditures and 6.1% of

total governmental funds expenditures.

The Solid Waste fund formally division of Wastewater Management Enterprise Fund has been re

classified as special revenue fund.

Composition of Net Assets

Restricted net assets $214040

Unrestiicted net assets $53748

Invested in capital assets net of related debt

$1227387
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OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Countys basic financial state

ments. The Countys basic financial statements consist of four components Government-wide finan

cial statements Fund financial statements and Notes to the basic financial statements. Required

supplementary information is included in addition to the basic financial statements.

Government-wide Financial Statements are designed to provide readers with broad overview of

County finances in manner similar to private-sector business.

The statement of net assets presents information on all County assets and liabilities with the difference

between the two reported as net assets. Over time increases or decreases in net assets may serve as use
ful indicator of whether the financial position of the County is improving or deteriorating.

The statement of activities
presents information showing how net assets changed during the most recent

fiscal
year. All changes in net assets are reported as soon as the underlying event giving rise to the

change occurs regardless of the timing of related cash flows. Thus revenues and expenses are reported

in this statement for some items that will result in cash flows in future fiscal periods e.g. uncollected

taxes and earned but unused vacation or sick leave.

Both of these government-wide financial statements distinguish functions of the County that are princi

pally supported by taxes and intergovernmental revenues governmental activities from other functions

that are intended to recover all or in part portion of their costs through user fees and charges business

type activities. The governmental activities of the County include general government public safety

highways and streets sanitation health welfare culture and recreation and education and economic op
portunity. The business-type activities of the County include Pima Health System Services Wastewa
ter Management Development Services and the Countys downtown parking garages.

discretely presented component unit is included in the basic financial statements and consists of le

gally separate entity for which the County is financially accountable. The County reports the Southwest

ern Fair Commission which operates the County Fairgrounds and the annual Pima County Fair as dis

cretely presented component unit.

The government-wide financial statements can be found on pages 29-31 of this report.

Fund Financial Statements are groupings of related accounts that are used to maintain control over re
sources that have been segregated for specific activities or objectives. The County like other state and

local govermnents uses fund accounting to ensure and demonstrate finance-related legal compliance with

applicable State statutes and federal 0MB budgeting guidelines. All of the funds can be divided into

three categories governmental funds proprietary funds and 3fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as governmental ac
tivities in the government-wide fmancial statements. However unlike the government-wide financial

statements governmental funds financial statements focus on near-term inflows and outflows of expend
able resources as well as on balances of expendable resources available at the end of the fiscal

year.

Such information may be useful in evaluating the Countys near-term financing requirements.
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Because the focus of governmental funds is narrower than that of the government-wide financial state

ments it is useful to compare the information presented for governmental funds with similar information

presented for governmental activities in the government-wide financial statements. By doing so readers

may better understand the long-term impact of the governments near-term financing
decisions. Both the

governmental funds balance sheet and the governmental funds statement of revenues expenditures and

changes in fund balances provide reconciliation to facilitate this comparison between governmental

funds and governmental activities.

The County maintains fifteen individual governmental funds. Information is presented separately in the

governmental funds balance sheet and in the governmental funds statement of revenues expenditures and

changes in fund balances for the General Transportation and Capital Projects
funds. Data from the other

governmental funds are combined into single aggregated presentation. Individual fund data for each of

these non-major governmental funds is provided in the form of combining statements elsewhere in this

report.

The governmental fund financial statements can be found on pages 32-35 of this report.

Proprietaiy funds are maintained in two ways. Enterprise funds are used to report
the same functions

presented as business-type activities in the government-wide financial statements. The County uses en

terprise funds to account for certain health care services including medical and long-term health care

sewer systems maintenance and operation real estate-related development services and parking garage

operations. Internal service funds are an accounting device used to accumulate and allocate costs

internally among the Countys various functions. The County uses internal service funds to account for

risk management automotive fleet maintenance and operations printing and graphic services and

telecommunications. Because these services predominantly benefit governmental rather than business-

type functions most of the assets and liabilities of these services have been included within governmental

activities in the government-wide fmancial statements.

Proprietary funds provide the same type of information as the government-wide financial statements only

in more detail. Wastewater Management and Pima Health System Services operations are considered

to be major funds of the County. Data from the other enterprise funds are combined into single aggre

gated presentation. Similarly the Countys internal service funds are combined into single aggregated

presentation in the proprietary funds financial statements. Individual fund data for the other enterprise

and internal service funds are provided in the form of combining statements elsewhere in this report.

The proprietary fund financial statements can be found on pages 36-39 of this report.

Fiduciwy funds are used to account for resources held for the benefit of parties
outside the government.

Fiduciary funds are not reflected in the govermnent-wide financial statements because the resources of

those funds are not available to support the Countys programs.

The fiduciary fund financial statements can be found on pages 40-41 of this report.

Notes to the Financial Statements provide additional information that is essential to full understanding

of the data provided in the government-wide and fund financial statements. The notes can be found on

pages 42-69 of this report.

Required Supplementary Information RSI is presented concerning the Countys General and Trans

portation Special Revenue funds budgetary schedules and the schedule of retirement plans funding pro

gress. Required supplementary information can be found on pages 71-74 of this report.
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Combining Statements and Other Schedules referred to earlier provide information for non-major gov
ernniental and enterprise funds and internal service funds and are presented immediately following the

required supplementary information. Combining and individual fund statements and schedules can be

found on pages 76-106 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier net assets may serve as useful indicator of governments financial position over time.

County assets exceeded liabilities by $1495175 at June 30 2006. The following table shows condensed

information for the Statement of Net Assets

Table

Statement of Net Assets

At June 30 2006

2005-2006 20042005 2005-2006 2004-2005 2005-2006 20042005

1146334 1072091 597365 596538 1743699 1668629

1488528 1445011 712290 692538 2200818 2137549

Net assets

Invested in capital assets

net of related debt 761130

159759 107297 54281 10298 214040 117595

38464 33451 15284 20851 53748 54302

959353 895490 535822 488749 1495175 1384239

As restated See Note Note of the financial statements

The largest portion of the Countys net assets reflects its investment in capital assets i.e. land buildings
infrastructure and equipment less any related outstanding debt used to acquire those assets. As of June

30 2006 investment in capital assets totaled $1227387 comprising approximately 82.1% of total net

assets. The County uses portion of these capital assets to provide services to its citizens with the other

portion available to its citizens for use consequently these assets are not available for future spending.
The $15045 increase in capital assets net of related debt is primarily due to the significant amount of

capital project activity that has been completed and capitalized over the
past year. Although the Countys

investments in capital assets are reported net of related debt it should be noted that the resources needed

to repay this debt must be provided from other sources since the capital assets themselves cannot be used

to liquidate these liabilities.

Restricted net assets represent resources that are subject to external restrictions on how they may be used.

As of June 30 2006 restricted net assets totaled $214040 and comprised approximately 14.3% of total

net assets. This represents $96445 increase in restricted net assets from the $117595 balance of fiscal

year 2004-05.

Governmental Activities

Fiscal Year

Business-type Activities

Fiscal Year

Current and other assets

Capital assets

Land buildings equipment

infrastructure other

Total assets

Current and other liabilities

Long-term liabilities

Total liabilities

Total

Fiscal Year

342194 372920 114925 96000 457119 468920

Restricted

Unrestricted deficit

Total net assets

83175 79660 40048 43514 123223 123174

446000 469861 136420 160275 582420 630136

529175 549521 176468 203789 705643 753310

754742 466257 457600 1227387 1212342
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The remaining balance of the Countys net assets represents
unrestricted net assets which may be used to

meet the Countys ongoing obligations to citizens and creditors. As of June 30 2006 unrestricted net as

sets totaled $53748 and comprised approximately 3.6% of total net assets.

Governmental activities

Governmental activities contributed $63863 or 57.6% of the Countys $110936 increase in total net

assets during fiscal year 2005-06. The following table shows changes in net assets for governmental ac

tivities

Table

Governmental Activities

Comparative Statements of Activities

For the Years Ended June 30 2006 and 2005

Fiscal Year Variance

2005-2006 2004-2005 Amount Percent

Program revenues

Charges for services 72121 61882 10239 16.5%

Operating grants and contributions 133113 125121 7992 6.4%

Capital grants and contributions 12188 23663 11475 -48.5%

Total program revenues 217422 210666 6756 3.2%

General revenues

Property taxes 316170 294643 21527 7.3%

State-sharedtaxes 129052 115140 13912 12.1%

Investment earnings 12942 6140 6802 110.8%

Other general revenues 35720 35422 298 0.8%

Total general revenues 493884 451345 42539 9.4%

Total revenues 711306 662011 49295 7.4%

Expenses

General government 208293 194873 13420 6.9%

Public safety 132583 118412 14171 12.0%

Highways and streets 70392 65414 4978 7.6%

Sanitation 7258 7258 100.0%

Health 32043 31798 245 0.8%

Welfare 103085 96199 6886 7.2%

Culture and recreation 34510 29663 4847 16.3%

Education and economic opportunity 39517 39714 197 -0.5%

Unallocated depreciation and amortization 165 1010 845 -83.7%

Interest on long-term debt 19463 16152 3311 20.5%

Total expenses 647309 593235 54074 9.1%

Excess before transfers 63997 68776 4779 -6.9%

Transfers in out 134 1935 2069 -106.9%

Change in net assets 63863 70711 6848 -9.7%
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Key elements of the change in net assets from governmental activities include

Program revenues increased $6756 reflecting increases by Charges for services and Operating

grants contributions of $18231 and decrease of $11475 in Capital grants contributions.

Revenue from Charges for services increased by $10239 primarily due to the reclassifi

cation of Solid Waste from business-type activity under Wastewater Management to

governmental fund. This accounted for 44.3% of the increase or $4531. There was also

13.8% increase or $3152 within the functional class general government that was
primarily due to reclassification of Internal Service fund revenues of $2709 from gen
eral miscellaneous revenues to charges for services.

Revenue from Operating grants and contributions increased by $7992 due primarily to

an increase of $5666 in the function class general government. The County received

$2100 in federal revenue from the Help America Vote Act HAVA grant to purchase
touch screen voting equipment and $1575 increase in federal revenue for the County
Law Enforcement Antiracketeering grant. In addition there was $3058 increase for

HLJRF revenue in the functional class highways and streets.

Revenue from Capital grants contributions decreased by $11475 due primarily to

$14089 decline in governmental funding for County capital projects. There was
$9016 and $484 decrease in federal and state funding respectively for the Veterans

Memorial Overpass project and $2685 decline in state funding for the La Cholla

Boulevard project. There was also $2110 decline in federal funding for the Wet
more/Ruthrauff intersection project. These projects were completed during the fiscal

year.

General revenues increased by $42539 primarily due to increases in
property tax revenues and

state-shared tax revenues. Increases in real property assessed valuations and residential construc

tion activity were the primary factors generating increases in property tax revenues of $21527.
Sales tax revenue increased $11648 or 12.7% due to growth in retail sales.

Investment earnings continue to improve as interest rates rose for second consecutive fiscal

year. During the majority of the fiscal year the County invested
majority of its funds in the

State Treasurers Local Government Investment Pool. The average interest rate for the pool was
2.34% for fiscal year 2004-05 and 3.94% for fiscal year 2005-06.

Total expenses for governmental activities increased by $54074 due to the following

An increase of $22201 in personnel costs primarily attributable to salary adjustments of

4.2% for County employees and one step increase for Sheriffs deputies and
sergeants.

Additionally increases in the Countys required contribution to the Public Safety Retire

ment system for Sheriffs deputies generated increases in personnel costs. This increase is

predominately reflected in the public safety category.

The Solid Waste fund was reclassified into the Governmental activities resulting in an in
crease of $7258 in expenses for the sanitation function.

The increase in expenditures for welfare was due to state-mandated increase of $360 in

the monthly contribution to the Arizona Long-Term Care system ALTCS an increase

of $3925 for health care services to both the adult and juvenile detention centers and an

increase of $1128 for psychiatric services.
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The addition of bridge structures to infrastructure resulted in $1244 for depreciation ex

pense. This addition is reflected in the highway and streets functional expense.

Business-type activilies

Business-type activities contributed $47073 or 42.4% of the Countys increase of $110936 in total net

assets during the year ended June 30 2006. The following table shows changes in net assets for business-

type activities

Table

Business-type Activities

Comparative Statements of Activities

For the Years Ended June 30 2006 and 2005

Wastewater Management

Pima Health System Services

Development Services

Parking Garages

Total expenses

Excess before transfers

Transfers in out

Change in net assets

Key elements of the change in net assets from business-type activities include

Charges for services increased by $23326 primarily as result of

1033 2.3%

Wastewater Management increased sewer utility service and connection fees resulting in

an increase of $12122 in charges for services.

An increase of $8816 within Pima Health System Services primarily due to an in

crease of $8117 in the Arizona Long Term Care System ALTCS and an increase of

Fiscal Year

2005-2006 2004-2005

376874

4997

Variance

Amount Percent

Program revenues

Charges for services

Operating grants and contributions

Capital grants and contributions

Total program revenues

General revenues

Capital contributions

Investment earnings

Other general revenues

Total general revenues

Total revenues

Expenses

353548 23326

4238 759

449

______________
24534

6.6%

17.9%

100.0%

6.9%

-29.5%

139.2%

-66.5%

-24.9%

4.7%

8.7%

2.7%

32.8%

-1.0%

5.0%

449
_____________

382320 357786

14607 20722

3849 1609

1348 4028

19804 26359

402124 384145

82701 76079

256583 249809

14422 10857

1479 1494

355185 338239

46939 45906

134 1935

47073 43971

6115
2240

2680

6555
17979

6622

6774

3565

15
16946

2069

3102

-106.9%

7.1%
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$5752 in the Arizona Health Care Cost Containment System AHCCCS programs re
suit of rate increases. This was offset by loss in revenue from reinsurance claims.

An increase of $2410 in license and permit revenue for Development Services due to an

increase in construction activity in FY 2005-06.

Operating grants and contributions increased by $759 due primarily to Pima Health System
Services. During FY 2005-06 there was an increase in

carry-over dollars from Pima Council on

Aging that drove this increase. Carry-over dollars are Title ifi funds. When these funds are not

fully expended in the prior fiscal year then the State reallocates and distributes the money across

various regions in the state in the following fiscal
year.

Expenses increased by $16946 due to the following changes

An increase of $6774 in Pima Health System Services due primarily to increases of

$2351 for employee compensation the result of salary adjustments of 4.2% for County
employees and $3408 for medical claims due to rate increase.

An increase of $6622 in Wastewater Management due primarily to increases of $2071
in consultants and professional services and $2308 in depreciation expenses.

An increase of $3565 in Development Services due primarily to an increase of $2079 in

employee compensation the result of salary adjustments of 4.2% for County employees.

FINANCIAL ANALYSIS OF THE COUNTYS FUNDS

As noted earlier the County uses fund accounting to ensure and demonstrate compliance with finance-

related legal requirements.

Governmental funds

The Countys general government functions are accounted for in the General Special Revenue Debt Ser
vice and Capital Project funds. Included in these funds are special districts governed by the Board of

Supervisors. The focus of the Countys governmental funds is to provide information on near-term in
flows outflows and balances of expendable resources. Such information is useful in assessing the

Countys financing requirements. In particular unreserved fund balances may serve as useful measure
of governments net resources available for spending at the end of the fiscal year.

At June 30 2006 the Countys governmental funds reported combined fund balances of $213998 de
crease of $38009 from the prior year. Approximately 91.6% of the combined fund balances or

$196018 constitutes unreserved and undesignated fund balance which is available to meet the Countys
current and future needs. The remainder of fund balance is reserved or designated to indicate that it is not

available for new spending because it has been committed to the following

$6784 to pay debt service

$5769 to reflect inventories and prepaid amounts

$2648 for specified programs

$1660 to reflect loan receivable
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$1044 designated for Mt. Lernmon flood mitigation

$75 for capital repairs and refurbishments

The General Fund is the chief operating fund of the County. At June 30 2006 unreserved fund balance

of the general fund was $46423 while total fund balance reached $51575. As measure of the General

funds liquidity it may be useful to compare both unreserved fund balance and total fund balance to total

fund expenditures. Unreserved fund balance represents
11.5% of total General fund expenditures while

total fund balance represents
12.8% of that same amount.

Revenues for governmental functions totaled approximately $714340 in fiscal year 2005-06 which

represents an increase of $47923 7.2% from the previous year.

The following table presents
the amount of revenues from various sources and increases or decreases

from the prior year.

Table

Revenues Classified by Source

All Governmental Funds

Fiscal Year

2005-2006 2004-2005 Variance

Amount Percent Amount Percent Amount Percent

Revenues by source

Taxes 321474 45.0% 300972 45.2% 20502 6.8%

Special assessments 215 0.0% 244 0.0% 29 -11.9%

Licenses and permits 7452 1.0% 7265 1.1% 187 2.6%

Intergovernmental 291059 40.8% 278414 41.8% 12645 4.5%

Chargesforservices 63582 8.9% 53568 8.0% 10014 18.7%

Fines and forfeits 6014 0.8% 5967 0.9% 47 0.8%

Interest 11382 1.6% 5181 0.8% 6201 119.7%

Miscellaneous 13165 1.9% 14806 2.2% 1641 -11.1%

Total revenues 714343 100.0% 666417 100.0% 47926 7.2%

The following provides an explanation of revenues by source that changed significantly over the prior

year

Taxes Revenues from property taxes increased $20502. This was result of growth in con

struction activity within the County over the past year as well as continued increases in assessed

property valuations and greater real estate market values.

Intergovernmental The $12645 increase in intergovernmental revenue was due primarily to

$12335 increase in state shared sales tax revenue the result of increased construction and retail

sales and population growth.

Charges for services The $10014 increase in charges for services revenues is due primarily to

the reclassification of Solid Waste to governmental fund and an increase in overhead allocation.

Interest As previously mentioned during the majority of the fiscal year the County invested

majority of its funds in the State Treasurers Local Government Investment Pool. Interest rates
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increased in fiscal year 2005-06 to 3.94% from 2.34% in the prior year and resulted in increased
interest revenue.

The following table presents expenditures by function compared to prior year amounts

Table

Expenditures by Function

All Governmental Funds

Fiscal Year

Total expenditures in governmental funds increased during fiscal year 2005-06 by $44 131.

The $11431 increase in public safety expenditures was due primarily to an increase in personnel
costs. The County Sheriffs deputies and sergeants received one step salary adjustment. In ad
dition conections officer staffing numbers were increased.

The $7656 increase in debt service principal payments was the result of the addition of the 2005

general obligation and street and highways bonds to the payment schedule.

The $10573 increase in general government expenditures was due primarily to the increase in the

Countys administration overhead hi addition personnel costs increased due to salary adjust
ments of 4.2% for County employees.

The $6271 in sanitation expenditures resulted from the transfer of the Solid Waste fund into

governmental fund from the Wastewater Management Enterprise Fund.

Budget to Actual Comparison for the General Fund

Overall budgeted revenues and expenditures for the General Fund were generally consistent with actual

fund activity. Actual revenues exceeded budgeted revenues by $17481 and actual expenditures were less

than budgeted expenditures by $1236. No variances between the budget to actual amounts were signifi

cant enough to affect the Countys ability to provide future services.

Government

Function

2005-2006 2004-2005 Variance

26.8%

15.9%

5.2%

0.8%

3.9%

13.5%

3.8%

5.0%

15.9%

Amount Percent Amount Percent Amount Percent

General government 203881 193308 27.0% 10573 5.5%

Public safety 121229 109798 15.3% 11431 10.4%

Highways and streets 39394 38363 5.4% 1031 2.7%

Sanitation 6271 6271 100.0%

Health 30038 764 -2.5%

Welfare 103034 6038 6.2%

Culture and recreation 28561 5389 23.3%

Education and economic opportunity 37918 180 -0.5%

Capital outlay 121007 6625 -5.2%

Debt service

Principal 50547 6.6% 42891 6.0% 7656 17.9%

Interest 19448 2.6% 16127 2.2% 3321 20.6%

Miscellaneous 15 0.0% 25 0.0% 10 -40.0%

Total expenditures 761343 100.0% 717212 100.0% 44131 6.2%

30802

96996

23172

38098

127632

4.3%

13.5%

3.2%

5.3%

17.8%
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Proprietary funds

The Countys proprietary fund functions are contained in the enterprise and internal service funds. The

enterprise funds of the County are Pima Health System and Services Wastewater Management Devel

opment Services and Parking Garages. These business-type activities are accounted for in similar fash

ion to private-sector businesses and the costs for services provided are expected to be covered either fully

or in part by current revenues generated which include fees charged to external users.

The following table presents comparison of this years enterprise fund activities with the prior year

Table

Summary Statement of Revenues Expenses and Changes in Fund Net Assets

Total Enterprise Funds

For the Fiscal Years ended June 30 2006 and 2005

Fiscal Year Variance

2005-2006 2004-2005 Amount Percent

Operating revenues

Net patient services 252034 243032 9002 3.7%

Charges for services 82162 73372 8790 12.0%

Other 1348 2943 1595 -54.2%

Total net operating revenues 335544 319347 16197 5.1%

Operating expenses

Employee compensation 73452 68266 5186 7.6%

Medical claims 205951 202543 3408 1.7%

Operating supplies services 9105 7146 1959 27.4%

Utilities 6007 4470 1537 34.4%

Sludge and refuse disposal 1298 2456 1158 -47.2%

Repair and maintenance 5184 4463 721 16.2%

General and administrative 14328 13602 726 5.3%

Consultants and professional services 8018 5679 2339 1.2%

Depreciation and amortization 21092 18783 2309 12.3%

Total operating expenses
344435 327408 17027 5.2%

Operating loss 8891 8061 830 10.3%

Nonoperating revenues expenses

Intergovernmental revenue 5904 4397 1507 34.3%

Shared state tax revenue 1163 1163 -100.0%

Interest income 3849 1609 2240 139.2%

Sewer connection fees 42220 36907 5313 14.4%

Interest expense 4720 4294 426 9.9%

Loss on disposal of capital assets 22 577 555 -96.2%

Amortization of deferred charges 97 97 0.0%

Premium tax 4949 4792 157 3.3%

Total nonoperating revenues 42185 34316 7869 22.9%

Income loss before contributions

and transfers 33294 26255 7039 26.8%

Capital contributions 14607 21926 7319 -33.4%

Transfers in 156 156 100.0%

Transfers out 22 3139 3117 -99.3%

Change in net assets 48035 45042 2993 6.6%
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Key activity within the enterprise funds for fiscal year 2005-06 include the following

While net operating revenues for the Countys Enterprise Funds increased $16197 operating ex
penses increased $17027 resulting in an operating loss of $8891 or decline of $830 from the

prior year. The operating loss was due to Wastewater Management which reported loss of

$15044 as compared to the operating income reported by Pima Health System and Services of

$3076 Development Services of $3050 and Parking Garages of $27.

Net patient services revenues increased by $9002 from fiscal year 2004-05. This is attributable

to increased membership enrollment for Pima Health System and Services which generated in

creases in capitation revenues.

Charges for services revenues increased by $8790 as compared to the prior year. Wastewater

Management reported an increase of $6587 due to an increase in sewer utility service fee reve
nue. Development Services reported an increase of $2410 due to an increase in permit revenue
as result of an increase in construction activity.

Employee compensation expenses increased by $5186 from fiscal year 2004-05 due to an in
crease of $2351 for Pima Health System and Services and an increase of $2079 for Develop
ment Services. Both increases were primarily due to the Board of Supervisors approved salary

rate increases and position reclassifications.

Medical claims expense continued to increase this year as result of higher enrollment for Pima
Health System and Services during the fiscal year. An increase in doctor fees is also responsible
for portion of the rise in medical claims expenditures.

Sewer connection fees charged by Wastewater Management increased by $5313 due to increased

connection fee rates.

Capital Assets and Debt Administration

Capital Assets

The Countys capital assets increased as result of retroactively reporting the Countys general govern
mental infrastructure bridge assets. GASB Statement No.34 allowed for phase-in period for retroac

tively reporting infrastructure. GASB 34 required this to be completed in Fiscal Year 2006. The imple
mentation of this accounting pronouncement has resulted in restatement of beginning net assets of

$13289. Additional information regarding the Countys restatement of beginning net assets can be found

in Note of the financial statements on page 47 of this
report.

The Countys investment in capital for its governmental and business-type activities as of June 30 2006
amounted to $1743699 net of accumulated depreciation an increase of 4.5%. Of the $75070 increase

in net capital assets $74243 98.9% came from governmental activities and $827 1.1% came from

business-type activities. The Countys investment in capital assets consists of land buildings sewage
conveyance systems infrastructure equipment and construction in progress.

Major capital asset events during the current fiscal year included the following

Land increased by $14993 due primarily to the following acquisitions for governmental activi

ties $2017 for the Justice Court complex property $1806 for the Canoa Ranch property $1084
for the Tortolita Mountain Park property $1795 for the Tucson Mountain Park property $1073
for the Rillito Race Track property $3001 for land acquisition related to flood control projects

and $3698 that represented Solid Waste assets transferred from Wastewater Management.
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Buildings and improvements increased by $53655 due primarily to the expansion and upgrade of

the ma Road Treatment Facility for $62010.

Infrastructure increased by $49726 due primarily to the capitalization of $23610 for the Vet

erans Memorial Overpass project $18727 for the Wetmore/Ruthrauff Intersection project

$12681 for the La Cholla Boulevard River Road to Omar Road project and $7809 for the Cata

lina Highway Tanque Verde to Houghton Road project.

Capital assets for the governmental and business-type activities are presented below to illustrate changes

from the prior year

Table

Capital Assets

Governmental and Business-type Activities

Governmental Activities Business-type Activities Total

Fiscal Year Fiscal Year Fiscal Year

2005-2006 2004-2005w 2005-2006 2004-2005 2005-2006 20042005

Land 222954 202408 8706 14259 231660 216667

Construction in progress 115305 117118 14842 63325 130147 180443

Buildings and improvements 271771 268996 239799 188919 511570 457915

Sewage conveyance system
327335 322145 327335 322145

Equipment 38634 35625 6683 7890 45317 43515

Infrastructure 497670 447944 _____________ _____________
497670 447944

Total 1146334 1072091 597365 596538 1743699 1668629

As restated See Note and Note of the financial statements

The Countys infrastructure assets are recorded at historical cost and estimated historical cost in the gov

ernment-wide financial statements. Additional information regarding the Countys capital assets can be

found in Note of the financial statements on pages 51-53 of this report.

Long-term Debt

Significant comparative long-term debt entered into during the last two fiscal years is presented below

Table

Lig-TennIbt

Govenm Fwx

FIscal Year

___
Botxis issid at face val
ralobligation

65000

Street ani highvtay rev 51200

4836

Capital leases 231 ______
Tal 5067 116200
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During the fiscal year the Transportation Department received $4836 in loan proceeds for the Alvernon

Way road project from the states Highway Expansion and Extension Loan Program HELP. As of June

30 2006 $1511 of this amount remained
unspent. On May 16 2006 Pima County voters approved

$54000 in general obligation bonds for psychiatric facilities.

In the prior year the county received $65000 in proceeds from the sale of general obligation bonds and

$51200 from the sale of transportation revenue bonds. As of June 30 2006 $4 186 of proceeds from

general obligation bonds and $9168 from transportation revenue bonds were unspent. The majority of

the general obligation bonds were spent on public health and community facilities parks and recreational

facilities and the Sonoran Desert open space and habitat protection plan while proceeds from transporta
tion revenue bonds were allocated to various roadway projects.

Pima County maintains an rating from Standard Poors and an Al rating from Moodys for

general obligation bonds street and highway revenue bonds sewer revenue bonds and flood control gen
eral obligation bonds except for the General Obligation Bonds Series 2004 which Standard Poors

upgraded to AA-.

State statutes limit the amount of general obligation debt governmental entity may issue to 15% of its

net assessed valuation. The current debt limitation for Pima County is $907643 which is significantly in

excess of Pima Countys outstanding general obligation debt.

Additional information regarding the Countys debt can be found in Note of the financial statements on

pages 54-62 of this report.

Economic Factors and Next Years Budget

Pima County continues to record steady increases in various aspects of its economy. Increases in residen

tial construction continue to contribute to increases in the real property taxes along with increases in

valuation. Increases in
per-capita wage income and sales taxes have also provided indications of eco

nomic growth.

The budget for fiscal year 2006-07 has expenditures for the General Fund increasing by approximately

$35.5 million primarily due to the following

$8.2 million of expenditure authority in the Budget Stabilization Fund in anticipation of

various legislative relief actions partially offset by like reductions in individual affected

department budgets

$8.0 million for an employee compensation package consisting of one step for comrnis

sioned and corrections staff 2.8 percent for most other employees to address inflation

1.7 percent for employees who are members of the Arizona State Retirement System
whose required contribution will increase by that percentage and an increase in the shift

differential hourly rate

$5.4 million in supplemental funding for individual departments

$5.0 million for possible unallowable fiscal year 2004-05 Transportation expenditures

$4.8 million of various increase identified for General Fund departments that underwent

the zero base budget process

$4.6 million increase in payments to the Metropolitan Tucson Convention Visitors

Bureau

$2.1 million net increase in state mandated employer contributions to the various state

retirement systems $1.8 million increase in the Countys contribution toward the cost of

other non-retirement benefits

$1.7 million representing the annual cost of salary adjustments for correction officers

and specialists approved during fiscal year 2005-06
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$1.1 million in supplemental funding in the Budget Stabilization Fund to fund possible

loss of
grant funding by the County Attorney and Sheriff

$3.1 million increase for the primary and general
elections held in the fall of 2006 par

tially offset by $1.6 million reduction for the mgional transportation plan election held

in the spring of 2006

$1.9 million increase in the adult detention health care contract cost partially
offset by

$551 decrease in juvenile detention health care contract costs

$900 reduction for Vocation Rehabilitation costs moved to the Employment Training

Fund

$1.8 million net reduction due to the transfer of Economic Development Tourism

funding to new special revenue fund

$5.0 million scheduled decrease in the Countys obligations under the agreement with

University Physicians Healthcare to operate the former Kino Community Hospital

Request for Information

This financial report is designed to provide general overview of the Countys finances. Any questions

concerning the information provided in this report or requests for additional financial information should

be addressed to the Finance and Risk Management Department 130 W. Congress 6th Floor Tucson AZ

85701.
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PIMA COUNTY
STATEMENT OF NET ASSETS

June 30 2006

in thousands

Exhibit A-I

ASSETS

Cash and cash equivalents

Property taxes receivable net

Interest receivable

Internal balances

Due from other governments

Accounts receivable net

Inventories

Prepaids

Investments

Other assets

Restricted assets

Cash and cash equivalents

Loans receivable

Capital assets not being depreciated

Construction in progress

Capital assets being depreciated net

Buildings and improvements

Sewage conveyance system

Equipment

Infrastructure

Total assets

LIABILITIES

Accounts payable

Accrued medical and healthcare claims

Interest payable

Contract retentions

Employee compensation

Due to other governments

Deposits and rebates

Deferred revenues

Noncurrent liabilities

Due within one year

Due in more than one year

Total liabilities

NET ASSETS
Invested in capital assets net of related debt

Restricted for

Special revenue

Highways and streets

Debt service

Capital pmjects

Wastewater management

Healthcare

Unrestricted

Total net assets

Primary Government

Governmental Business-type

Activities Activities Total

260630

8824

463

3659

53046

2960

2645

4397

911

696 751

2303 15164

1660

Component Unit

Southwestern Fair

Commission

333977 1294

8824

463

56182

25904

5792

4492

911

14.47

17467

1660

511570

327335

45317

497670

See Notes to the Financial Statements

29

73347

3659
3136

22944

3147

95

Land

16

30

17

222954

115305

271771

38634

497670

231660

130147

8706

14842

239799

327335

6683

1507

402

1488528 712290 2200818 3270

34685 10566 45251 215

18736 18736

1432 1432

634 634

30670 6369 37039

7790 114 7904

2303 2303 22

7093 2831 9924

56055 11073 67128 104

389945 125347 515292 140

529175 176468 705643 481

761130 466257 1227387 1665

53384 53384

21353 21353

7934 438 8372

77088 77088 75

48379 48379

5464 5464

38464 15284 53748 1049

959353 535822 1495175 2789



PIMA COUNTY
STATEMENT OF ACTWITIES

For the Year Ended June 30 2006

in thousands

Procram Revenues

Functions/Programs

Primary government

Governmental activities

General government

Public safety

Highways and streets

Sanitation

Health

Welfare

Culture and recreation

Education and economic opportunity

Amortization unallocated

Interest on long-term debt

Total governmental activities

Business-type activities

Wastewater Management

Pima Health System Semces

Development Services

Parking Garages

Total business-type activities

Total primary government

Component unit

Southwestern Fair Commission ____________________________________________
Total component units

___________________________________________________________

General revenues

Property taxes levied for general purposes

Property taxes levied for regional flood control district

Property taxes levied for libraiy dislrict

Property taxes levied for debt service

Hotel/motel taxes levied for sports facility and tourism

Other taxes levied for stadium district

Unrestricted share of state sales tax

Unrestricted share of state vehicle license tax

Grants and conthbutions not restricted to
specific programs

Interest and penalties on delinquent taxes

Investment earnings

Miscellaneous

Gain on sale of
capital

assets

Capital and other contributions

Transfers

Total general revenues and transfers

Change in net assets

Net assets at beginning of year as restated

Net assets at end of year

See Notes to the Financial Statements

30

Charges for

Services

Operating

Grants and

Contributions

Capital

Grants and

Contributions
Expenses

208293 26033 30532 692

132583 8136 12193 1300

70392 21617 57057 8068

7258 4531 1136

32043 9693 11664

103085 839

34510 1797 2090

39517 314 19684 38

165

19463

647309 72121 133113 12188

82701 104501 529 449

256583 253748 4468

14422 17140

1479 1485

355185 376874 4997 449

1002494 448995 138110 12637

5411 5563 88

5411 5563 88



Exhibit A-2

Net Expense Revenue and

Changes in Net Assets

Primary Government

Governmental Business-type

Activities Activities

151036

110954

16350

1591
10686

102246

30615

19481

165
19463

429.8871

151036

110954

16350

1591
10686

102246

30615

19481

165
19463

429.887

General government

Public safety

Highways and streets

Sanitation

Health

Welfare

Culture and recreation

Education and economic opportunity

Amortization unallocated

Interest on long-term debt

Total governmental activities

Business-type activities

Wastewater Management

Pima Health System Services

Development Services

Parking Garages

Total business-type activities

Total primary government

237510

19929

15539

43192

6856

1808

103158

25894

7975

5683

12942

12828

323

247

493750

63863

895490

959.353

3849

1348

237510

19929

15539

43192

6856

1808

103158

25894

7975

5683

16791

14176

323

14854

Component unit

Southwestern Fair Commission

Total component units

See Notes to the Financial Statements

Total

Component Unit

Southwestern Fair

Commission FunctionsIProgranss

Primary government

Governmental activities

22778 22778

1633 1633

2718 2718

27135 27135

429887 27135 402752

240

240

General revenues

Property taxes levied for general purposes

Property taxes levied for regional flood control district

Property taxes levied for
library district

Property taxes levied for debt service

Hotel/motel taxes levied for
sports facility and tourism

Other taxes levied for stadium district

Unrestricted share of state sales tax

Unrestricted share of state vehicle license tax

Grants and contributions not restricted to specific programs

Interest and penalties on delinquent taxes

Investment earnings

86 Miscellaneous

Gain on sale of
capital assets

15 Capital and other contributions

Transfers

Total general revenues and transfers

Change in net assets

Net assets at beginning of year as restated

Net assets at end of year

14607

134

19938 513688 101

47073 110936 341

488749 1384239 2448

535822 1495175 2789
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PIMA COUNTY Exhibit -3

BALANCE SHEET

GOVERNMENTAL FUNDS

June 30 2006

in thousands

Other Total

Governmental Governmental

General Transportation Capital Projects Funds Funds

Assets

Cash and cash equivalents 45695 19605 93966 58999 218265

Property taxes receivable net 6562
2262 8824

Interest receivable
54 256 20 331

Due from other funds 4669 48 146 1081 5944

Due from other governments 24869 9441 2647 15995 52952

Accounts receivable 1334
28 1338 2703

Inventory
2027 136 2163

Prepaid expenditures 3492 43 71 3606

Loan receivable 1660
1660

Other assets 160
160

Restricted cash equivalents _____________
2303 _____________

2303

Total assets 88442 31221 99346 79902 298911

Liabilities and fund balances

Liabilities

Accounts payable 11868 1.825 10846 8665 33204

Contract retentions
601 33 634

Employee compensation 6090 568 25 1604 8287

Due to other funds 1252 81 111 2940 4384

Due to other governments
56 7389 309 36 7790

Deposits and rebates 2303 2303

Deferred revenues 17601 3603 679 6428 28311

Total liabilities 36867 13466 14874 19706 84913

Fund balances

Reserved for

Inventory
2027 136 2163

Prepaid expenditures 3492 43 71 3606

Debt service
6784 6784

Capital repairs and refurbishments
75 75

Specified prOgrams
2648 2648

Loan receivable 1660
1660

Unreserved designated for

Special revenue flood mitigation
1044 1044

Unreserved undesignated

General fund 46423
46423

Capital projects
84472 84472

Special Revenue 15685 49276 64961

Debt service _____________ _____________
162 162

Totalfundbalances 51575 17755 84472 60196 213998

Total liabilities and fund balances 88442 31221 99346 79902 298911

See Notes to the Financial Statements
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PIMA COUNTY Exhibit -4
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS
June 30 2006

in thousands

Fund balances total governmental funds 213998

Amounts reported for governmental activities in the Statement of

Net Assets are different because

Capital assets used in governmental activities are not financial resources

and therefore are not reported in the governmental funds

Governmental
capital assets 1674587

Less accumulated depreciation 546029 1128558

Some liabilities and their associated issuance costs are not due and payable

in the current period and therefore are not reported in the governmental funds

Bonds payable 362059

Loans and leases payable 32165
Unamortized deferred issuance costs reported as other assets 536 393688

Some compensated absences are not due and payable shortly after

June 30 2006 and therefore are not reported in the governmental funds

Employee compensation 21731

Some liabilities are not due and payable shortly after June 30 2006 and

are therefore not reported in the governmental funds

Landfill liability 16268

Deferred revenue in governmental funds is susceptible to full accrual on the

government-wide statements 21218

Internal service funds are used by management to charge the costs of certain

activities to individual funds. The assets and liabilities of the internal service

funds are included in governmental activities in the statement of net assets 27266

Net assets of governmental activities 959353

See Notes to the Financial Statements
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P1MA COUNTY Exhibit -5

STATEMENT OF REVENUES EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

For the Year Ended June 30 2006

in thousands

Other Total

Governmental Governmental

General Transportation Capital Projects
Funds Funds

Revenues

Taxes 242.948 78.526 321474

Special assessments
215 215

Licenses and permits 2536 368 4548 7452

Intergovernmental 143982 58368 11157 77552 291059

Charges for services 27102 1603 19101 15776 63582

Fines and forfeits 5786 228 6014

Interest 2491 840 4639 3412 11382

Miscellaneous 4935 765 567 6898 13165

Total revenues 429780 61944 35464 187155 714343

Expenditures

Current

General government 168394 35487 203881

Public safety
96687 24542 121229

Highways and streets 39337 57 39.394

Sanitation
6271 6271

Health 2401 27637 30038

Welfare 102496 538 103034

Culture and recreation 13104 15.457 28561

Education and economic opportunity 16682 21236 37918

Capital outlay
121007 121007

Debt service principal
1.750 48797 50547

interest 1292 18156 19448

-miscellaneous _____________ _____________
10 15

Total expenditures
402811 39337 121007 198188 761343

Excess deficiency of revenues over

under expenditures 26969 22607 85543 11033 47000

Other financing sources uses

Capital leases
231 231

Proceeds from sale of capital assets 22 376 18 416

Face amount of long-term debt 4836 4836

Transfers in 3563 22 17529 38834 59948

Transfers out 16206 24.917 _______________
15140 56263

Total other financing sources uses 12621 24519 22365 23943 9168

Netchangeinfundbalances 14348 1912 63178 12910 37832

Fund balance at beginning of year 37227 19793 147.650 47337 252007

Change in reserve for inventory 126 62 188

Change in reserve for
prepaids

11 11

Fundbalanceatendofyear 51575 17755 84472 60196 213998

See Notes to the Financial Statements

34



PIMA COUNTY Exhibit -6
RECONCILIATION OF THE STATEMENT OF REVENUES EXPENDITURES

AND CHANGES iN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30 2006

in thousands

Net change in fund balances total governmental funds 37832

Amounts reported for governmental activities in the Statement of Activities

are different because

Governmental funds
report capital outlays as expenditures. However

in the statement of activities the cost of those assets is depreciated

over their estimated useful lives and reported as depreciation expense

Expenditures for
capital assets 105537

Less current year depreciation 42629 62908

Transfers of capital assets between governmental activities and

propnetaiy funds are not reported in the governmental funds but are

recognized in the statement of activities 11335

Transfers of long term liabilities between governmental activities and

proprietary funds are not reported in the governmental funds but are

recognized in the statement of activities 15780

The issuance of long-term debt e.g. bonds leases provides current financial

resources to governmental funds but increases long-term liabilities in the statement

of net assets. Repayment of the principal of debt is an expenditure in the governmental

funds but the repayment reduces long-term liabilities in the statement of net assets.

Also governmental funds
report

the effect of issuance costs premiums discounts and

similar items when debt is first issued whereas these amounts are deferred and amortized

in the statement of activities. This amount is the net effect of these differences in the

treatment of long-term debt and related items

Face amount of long-term debt 4836
Face amount of capital lease 231
Debt service

principal payments 50547
Amortization expense 165 45315

Some revenues reported in the statement of activities do not represent

the collection of current financial resources and therefore are not reported as

revenues in the governmental funds.

Property tax revenues 378

Other 1464 1842

Some expenses reported in the statement of activities do not require the use of

current financial resources and therefore are not reported as expenditures in the

governmental funds

Change in compensated absences 1920
Change in landfill liability 632
Net book value of capital asset disposals 127
Change in reservation of fund balances 177 2856

Internal service funds are used by management to charge the costs of certain

activities to individual funds. portion of the net expense of the internal service funds is

reported with governmental activities 1069

Change in net assets of governmental activities 63863

See Notes to the Financial Statements
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PIMA COUNTY
STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
June 30 2006

in thousands

Exhibit -7

Current assets

Cash and cash equivalents

Restricted cash and cash equivalents

Interest receivable

Due from other funds

Due from other govermnents

Accounts receivable net

Inventory

Prepaid expense

Total current assets

Noncurrent assets

Restricted cash and cash equivalents

Investments

Capital assets

Land and other improvements

Buildings and improvements

Sewage conveyance system

Equipment

Usbiliti

Current liabilities

Accounts payable

Accrued medical and health care claims

Employee compensation

Interest payable

Due to other funds

Due to other governments

Deferred revenues

Current portion of sewer revenue bonds

Current portion of wastewater loans payable

Current portion reported but unpaid losses

Current portion incurred but not reported losses

Total current liabilities

Noncurrent liabilities

Contracts and notes

Sewer revenue bonds

Wastewater loans payable

Reported but unpaid losses

Incurred but not reported losses

Total noncurrent liabilities

Total liabilities

Net assets

tnvested in capital assets net of related debt

Restricted for

Debt service

Wastewater management

Healthcare

Unrestricted

Total net assets

2843

14624

116

30323

Business-type Activities

Enterprise
Funds

Other

Enterpiise

Funds

293

8318

3031

93

68.669

6845

340260

490600

12974

277567

14842

587954

751

589197

8330

2991

1432

177

24

2829

5570

5503

890 456.846

438

4356

5464

1205 44023

7559 505.663

3136

22944

3147

95

117343

492

8706

354303

490600

16.265

287351

14842

597365

751

598608

10566

18736

6369

1432

1841

114

2831

5570

5503

4562

46140

74645

Governmental

Activities-

Internal Service

Funds

42365

132

381

94

257

482

791

44502

5507

2046

9788

466257 17776

438

4356

5464

15899 61127 7670

24420 537642 25.446

Some amounts reported for business-type activities in the

Statement of Net Assets are different because certain internal

service fund assets and liabilities are included with business-type

activities.

Net assets of business-type activities

492

Less accumulated depreciation

Construction in progress

Total capital assets net of accumulated depreciation

Deferred financing costs

Total noncurrent assets

Total assets

Pima Total

Health System Wastewater Enterprise

Services Management __________ Funds __________

12.739 42261 18.347 73347

14.672 14672

_________________ _________________ _________________

_____________ _____________
18351 ______________ ______________

911

1861 592

1.116 12927 614

1302 1989 29361

1528 8256 12791

890 8521 17776

890
_____________

8521 ______________
18687

31213 657866 26872 715951 63189

911 1.325 1481

18736

2348 1030 652

1657
102

90

23654 26856 2.452 52962 _______________

4562

46.140

74645

20257

_______________ _______________
7698

______________
125347 ______________

125347 27.955

23654 152.203 2452 178309 37743

8521

1820

535.822

See Notes to the Financial Statements
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PIMA COUNTY Exhibit -8

STATEMENT OF REVENUES EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS

For the Year Ended June 30 2006

in thousands

Business-type Activities

Enterptise Funds Governmental

Pima Other Total Activities-

Health System Wastewater Enterprise Enterprise Internal Service

Services Management Funds Funds Funds

Operating revenues

Net patient services 252034 252034
Charges forservices 1714 61823 18625 82162 32.177

Other 649 451 248 1348 2128

Total net operating revenues 254397 62274 18873 335544 34305

Operating expenses

Employee compensation 35.801 27625 10026 73452 6772
Medical claims 205951 205951

Operating supplies and services 1602 6322 1181 9105 5404
Utilities 372 5314 321 6007 808

Sludge and refuse disposal 1298 1298

Repair and maintenance 397 4297 490 5184 3.133

Incurred losses
12185

Insurance premiums 5163
General and administrative 5493 6436 2399 14328 2243
Consultants and professional services 1487 5.610 921 8018 503

Depreciation 218 20416 458 21092 2316
Total operating expenses 251321 77318 15796 344435 38527

Operating income loss 3076 15044 3077 8891 4222

Nonoperating revenues expenses

Intergovernmental revenue 4468 1436 5904
Interest income 1464 1784 601 3849 1531

Sewer connection fees 42220 42220
Interest expense 96 4624 4720
Gain loss on disposal of capital assets 20 22 34

Amortization of deferred charges 97 97
Premium tax 4949

_______________ ________________ 4949

Total nonoperating revenues expenses 887 40699 599 42.185 1565

Income loss before contributions and transfers 3963 25655 3676 33294 2657

Capital contributions 14607 14607

Transfers in 156 156 626

Transfers Out
__________________ 22

__________________
22

__________________

Change in net assets 3963 40396 3.676 48035 2031

Net assets at beginning of year 3.596 465267 20744 489607 27477

Netassetsatendofyear 7559 505663 24420 537642 25446

Sonic amounts reported for business-type activities in the

Statement of Activities are different because portion of the

net expense of certain internal service funds is reported

with
business-type

activities. 962

Change in net assets of business-type activities 47073

See Notes to the Financial Statements
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P1MA COUNTY Exhibit -9

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30 2006

in thousands

Governmental

Pima Other Total Activities-

Health System Wastewater Enterprise Enterprise
buernal Service

Services Management Funds Funds Funds

Cash flows from operating
activities

Cash received from other funds for goods and services provided 1670 78 1748 32177

Cash received from customers for goods and services provided 247244 61819 18659 327722

Cash received from miscellaneous operations 662 451 248 1361 2387

Cash payments to suppliers
for goods and services 218327 21805 2531 242663 14430

Cash payments to other funds for goods and services 3363 7478 2932 13773 2956

Cash payments for incurred losses
6950

Cash payments to employees for services 36039 28215 9296 73550 7004

Net cash provided by used for operating activities 8153 4772 4226 845 3224

Cash flows from noncapital financing activities

Interest paid on short-term credit 103 103

Cash transfers in from other funds
322

Cash transfers out to other funds 4312 4312

Loanswithotherfunds 1797 128 1669 15

Premium Tax 4949 4949

Intergovernmental revenues 4.661 529
______________

5190

Net cash provided by used for noncapital financing activities 2188 3655 ______________
5843 307

Cash flows from capital and related financing activities

Proceeds from issuance of bonds and loans 1086 1086

Principal paid on bonds and loans 9.501 9.501

Interest paid on bonds and loans 4225 4225

Sewer connection fees 42142 42142

Proceeds from sale of
capital

assets
275

Proceeds from intergovernmental contract 191 191

Purchase of capital assets 47 14340 843 15230 2686

Net cash provided by used for capital
and

related financing activities 47 15355 843 14465 2411

Cash flows from investing activities

Interest received on cash and investments 1538 1871 630 4039 1547

Net cash provided by investing
activities 1.538 1.871 630 4039 1547

Net increase decrease in cash and cash equivalents 8850 18343 4013 13506 2667

Cash and cash equivalents at beginning of year 21589 39082 14334 75005 39698

Cash and cash equivalents at end of year 12739 57425 18347 88511 42365

Continued

See Notes to the Financial Statements
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PIMA COUNTY Exhibit 9.1

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30 2006

in thousands

Continued

Governmental

Reconciliation of operating income loss to net Pima Other Total Activities-

cash provided used by operating activities Health System Wastewater Enterprise Enterprise Internal Service

Services Management Funds Funds Funds

Operating income loss 3076 15044 3077 8891 4222
Adjustments to reconcile operating income loss to

net cash provided used by operating activities

Depreciation and amortization 218 20416 458 21092 2316
Decrease increase in assets

Accounts Receivable 5773 241 16 5998 273
Due from other governments 834 237 18 1089 13
lnventoiy and other assets 216 219 42

Prepaid expenses 67 68
Increase decrease in liabilities

Accounts payable 5471 265 719 4487 175
Interfund payables

Due to other funds

Due to other governments 12 34 46

Reported but unpaid losses
4921

Incurred but not reported losses 314

Othercurrentliabilities 1031 590 102 1723 232

Net cash provided by used for operating activities 8153 4772 4226 845 3224

Noncash investing capital and noncapital financing activities during the year ended June 30 2006

Wastewater Management Enterprise Fund retired capital assets with net book value of $22

Wastewater Management Enterprise Fund received contributed developer-built conveyance systems with estimated fair values totaling $14408
and other

capital assets with net book value of $26. These contributions were recorded as an increase in
capital assets and capital contributions.

Wastewater Management Enterprise Fund recorded Board of Supervisor approved connection fee credit agreement of$17. This credit was
recorded as an increase to deferred revenue and decrease to capital contributions.

Wastewater Management Enterprise Fund retired expired sewer credit agreements totaling $190. This transaction was recorded as decrease to

deferred revenue and an increase in capital contributions.

Wastewater Management Enterprise Fund transferred the capital assets of the Solid Waste Management division with net book value of $11335
to the Countys general government.

Wastewater Management Enterprise Fund conveyed the long-term liabilities of the Solid Waste Management division in the amount of $15780 to

the Countys general government.

Other Enterprise Funds disposed of capital assets with net book value of $2.

Internal Service Funds sold assets with net book value of $241 resulting in gain on disposal of $34.

Internal Service Funds had unpaid transfers of $304 at year-end.

Internal Service Funds transferred $5 of completely depreciated capital assets to and received $11 of completely depreciated capital assets from the

Countys general capital assets.

See Notes to the Financial Statements
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ExhibitA- 10PIMA COUNTY
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

June 30 2006

in thousands

ASSETS

Cash and cash equivalents

Interest receivable

Due from other governments

Investment

Trust

Funds

57236

LIABILITIES

Employee compensation

Due to other governments

Deposits and rebates

Total liabilities

7558

26594

23084

NET ASSETS

Held in trust for pool participants 237221

See Notes to the Financial Statements

Total assets

Agency

Funds

53521

3715

236494

727

237221

57236

40



ADDITIONS

Contributions from participants

Total contributions

Investment earnings

Total investment earnings

Total additions

DEDUCTIONS

Distributions to participants

Total deductions

Change in net assets

Net assets held in trust July 2005

Net assets held in trust June 30 2006

2263471

2263471

9002

9002

2272473

2237409

2237409

35064

202157

237221

PIMA COUNTY
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
For the Year Ended June 30 2006

in thousands

Exhibit 11

Investment

Trust

Funds

See Notes to the Financial Statements
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary of Significant Accounting Policies

The accounting policies of Pima County conform to generally accepted accounting principles applicable to

governmental units adopted by the Governmental Accounting Standards Board GASB.

A. Reporting Entity

The County is general-purpose local government that is governed by separately elected board of Pima

County supervisors. The accompanying financial statements present the activities of the County the primary

government and its component units.

Component units are legally separate entities for which the County is considered financially accountable.

Blended component units although legally separate entities are in substance part of the Countys operations.

Therefore data from these units is combined with data of the primary government. Discretely presented

component units on the other hand are reported in separate
column in the government-wide financial

statements to emphasize they are legally separate from the County. Each blended and discretely presented

component unit discussed below has June 30 year-end.

The Pima County Stadium District legally separate entity was formed to promote and establish major league

baseball spring training in Pima County. The Board of Directors of the District comprises the same individuals

who constitute the Pima County Board of Supervisors. Acting in the capacity of the Board of Directors the

Pima County Board of Supervisors is able to impose its will on the District. The Board of Directors levies the

car rental surcharge rates and the recreation vehicle RV park tax for the District. The District is reported as

special revenue fund blended component unit in these financial statements. Complete financial statements

for the District can be obtained from the Pima County Department of Finance and Risk Management located at

130 West Congress Street Tucson Arizona 85701.

The Pima County Library District was established in 1986 when legislation allowed full taxing authority and

the ability to enter into agreements with other jurisdictions for the provision of library services. The Board of

Directors is the Pima County Board of Supervisors. The Library District and the City of Tucson had

intergovernmental agreements to provide library services since 1986 through June 30 2006. On July 2006

the District assumed control of the operations of the libraries. The transition of operations from the City of

Tucson to the District is governed by an intergovernmental agreement that is described in Note 16. The Library

District is reported as special revenue fund blended component unit in these financial statements. Separate

financial statements for the District are not available.

The Pima County Regional Flood Control District was established in 1978. The District is responsible for

floodplain management activities for the unincorporated areas of Pima County except national forests parks

monuments and Native American Nations the City of South Tucson and the Town of Sahuarita. The Pima

County Board of Supervisors is the Board of Directors for the Flood Control District. The Regional
Flood

Control District is reported as special revenue fund blended component unit in these financial statements.

Separate financial statements for the District are not available.

The Southwestern Fair Commission Inc. SFCis nonprofit corporation which manages and maintains the

fairgrounds owned by the County and conducts an annual fair and other events at the fairgrounds. The

Commissions members are appointed and can be removed at any time by the Pima County Board of

Supervisors.
Based on these factors and because SFC does not provide services entirely or almost entirely to

the County but rather to the general citizenry SFC is reported as separate component unit discrete

presentation in these financial statements. Complete financial statements for SFC can be obtained from the

Pima County Department of Finance and Risk Management located at 130 West Congress Street Tucson

Arizona 85701.
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary Of Significant Accounting Policies continued

Related Organization

The Industrial Authority of Pima County Authority is legally separate entity that was created to promote
economic development and the development of affordable housing. The Authority fulfills its function through
the issuance of tax-exempt bonds. The County Board of Supervisors appoints the Authoritys Board of

Directors. The Authoritys operations are completely separate from the County and the County is not

financially accountable for the Authority. Therefore the financial activities of the Authority have not been
included in the accompanying financial statements.

B. Basis of Presentation

The basic financial statements include both government-wide statements and fund-based financial statements.

The govermnent-wide statements focus on the County as whole while the fund-based financial statements

focus on major funds. Each presentation provides valuable information that can be analyzed and compared
between

years and between governments to enhance the usefulness of the information.

Government-wide statements provide information about the primary government and its component units.

The statements include statement of net assets and statement of activities. These statements report the

financial activities of the overall government except for fiduciary activities. They also distinguish between the

governmental and business-type activities of the County and between the County and its discretely presented

component unit. Governmental activities are financed primarily through taxes and intergovernmental

revenues. Business-type activities are financed in whole or in part by fees charged to external parties.

statement of activities presents comparison between direct
expenses and program revenues for each

function of the Countys governmental activities and segment of its business-type activities. Direct expenses
are those that are specifically associated with program Or function and therefore are clearly identifiable to

particular function. The County does not allocate indirect expenses to programs or functions. Program
revenues include

Charges for services fines and forfeitures licenses and permits and special assessments

Operating grants and contributions

Capital grants and contributions

Revenues that are not classified as program revenues including internally dedicated resources and all taxes are

reported as general revenues. The net effect of interfund activity has been eliminated from the government-
wide financial statements to minimize the double counting of internal activities.

Fund-based financial statements provide information about the Countys funds including fiduciary funds

and blended component units. Separate statements are presented for the governmental proprietary and

fiduciary fund categories. The emphasis of fund-based financial statements is on major governmental and

enterprise funds each displayed in separate column. All remaining governmental and enterprise funds are

aggregated and reported as non-major funds. Fiduciary funds are aggregated and reported by fund type.

Proprietary funds are financed mainly by fees and charges to users of the services provided by the funds

operations. Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating

revenues and expenses generally result from providing services and producing and delivering goods in

connection with proprietary funds principal ongoing operations. All revenues and expenses not meeting this

definition are reported as nonoperating revenues and expenses.
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary Of Significant Accounting Policies continued

The County reports the following major governmental funds

The General Fund is the Countys primary operating fund. It accounts for all financial resources of the

general government except those required to be accounted for in another fund.

The Capital Projects Fund accounts for financial resources to be used for the acquisition or construction of

major capital facilities other than those fmanced by proprietary funds.

The Transportation Fund accounts for administrative and operating costs as well as resources transferred to

the Capital Projects Fund for construction of highways and streets and resources transferred to the Debt

Service Fund for payment of Transportation Revenue bonds. Financing is provided primarily from the County

share of gasoline and vehicle license tax collected by the State.

The County reports the following major enterprise funds

Pima Health System and Services provides payment for health care services including inpatient hospital care

and outpatient clinical care for medical and psychiatric problems indigent health care under the Arizona

Health Care Cost Containment System AHCCCS an alternative to Medicaid home health services and long-

term nursing care.

Wastewater Management Fund accounts for the management and operation of wastewater treatment and

water pollution control programs.

The County reports the following fund types

Internal Service Funds account for the financing of goods or services provided by one department or agency

to other departments or agencies of the County or to other governmental units on cost-reimbursement basis.

These funds account for fleet maintenance and operation insurance printing and graphic services and

telecommunications services.

Investment Trust Funds account for assets held by the County Treasurer in an external investment pool and

individual investment accounts for the benefit of outside jurisdictions.

Agency Funds account for the assets held by the County as an agent for individuals private organizations or

other governmental units. The agency fund is custodial in nature and does not present results of operations.

C. Basis of Accounting

Primary government

The government-wide proprietary funds and fiduciary funds financial statements are presented using the

economic resources measurement focus and the accrual basis of accounting. Revenues are recorded when

earned and expenses are recorded at the time liabilities are incurred regardless of when the related cash flows

take place. Property taxes are recognized as revenue in the year for which they are levied. Grants and

donations are recognized as revenue as soon as all eligibility requirements imposed by the provider have been

met.

Governmental funds in the fund-based fmancial statements are reported using the current financial resources

measurement focus and the modified accrual basis of accounting. Under this method revenues are recognized

when measurable and available. The County considers all revenues reported in the governmental funds to be
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary Of Significant Accounting Policies continued

available if the revenues are collected within 30 days after year-end. Revenues that are collected alter 30 days

are reported as deferred revenues. The Countys major revenue sources that are susceptible to accrual are

property taxes intergovernmental and charges for services.

Expenditures are recorded when the related fund liability is incurred except for principal and interest on

general long-term debt claims and judgments and compensated absences which are recognized as

expenditures to the extent they are due and payable. General capital asset acquisitions are reported as

expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under capital lease

agreements are reported as other financing sources.

Under the terms of grant agreements the County funds certain programs by combination of grants and

general revenues. Therefore when program expenses are incurred there are both restricted and unrestricted

net assets available to finance the program. The County applies grant resources to such programs before using

general revenues.

The Countys business-type activities and enterprise funds follow FASB 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. The County has chosen the option not to

follow FASB statements and interpretations issued alter November 30 1989.

Discretely presented component unit

SFCs financial statements are presented using the economic resources measurement focus and the accrual

basis of accounting. The Commissions policy is to apply all FASB pronouncements issued after November 30
1989.

D. Cash and Investments

Primary government

For purposes of its statement of cash flows the County considers only those highly liquid investments with

maturity period of months or less when purchased to be cash equivalents. All investments are stated at fair

value.

If an individual fund has deficit balance in the amount on deposit with the County Treasurer at year-end that

balance is reclassified as an amount due to other funds.

Discretely presented component unit

SFCs cash and cash equivalents consist of short-term highly liquid investments with original maturities of

three months or less.

E. Inventories and Prepaids

The County accounts for its inventories in the governmental funds using the purchases method.

Inventories of the governmental funds consist of expendable supplies held for consumption and are recorded as

expenditures at the time of purchase. Amounts on hand at year-end are shown on the balance sheet as an asset

for informational purposes only and are offset by fund balance reserve to indicate that they do not constitute

available spendable resources. These inventories are stated at cost using the first-in first-out method or

average cost method.
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary Of Significant Accounting Policies continued

Inventories of Pima Health System and Services an enterprise fund are valued at the lower of cost or market

cost being detennined on the first-in first-out method.

Inventories of Wastewater Management an enterprise fund are valued at lower of cost or market cost being

determined using the moving average
method.

Inventories of Fleet Services an internal service fund are valued at the lower of cost or market cost being

determined using the moving average
method.

Prepaid expenses/expenditures are accounted for using the consumption method except for the School Reserve

Fund reported as an Other Governmental Fund which uses the purchases method.

F. Property Tax Calendar

The County levies real and personal property taxes on or before the third Monday in August that become due

and payable in two equal installments. The first installment is due on the first day of October and becomes

delinquent after the first business day of November. The second installment is due on the first day of March of

the next year
and becomes delinquent after the first business day of May. lien assessed against real and

personal property attaches on the first day of January preceding assessment and levy.

G. Capital Assets

Capital assets are reported at actual cost or estimated historical cost if historical records are not available.

Donated assets are reported at estimated fair value at the time received.

Capitalization thresholds depreciation methods and estimated useful lives of capital assets reported in the

government-wide statements and proprietary
funds are as follows excluding component units

Capitalization Depreciation Estimated

Threshold Method Useful Life

Land All N/A N/A

Land improvements All Straight Line 20 to 30 Years

Buildings and building $100 Straight Line 10 to 50 Years

improvements

Equipment Straight Line to 25 Years

Fleet service vehicles UnitS of Production based on to 15 Years

number of hours or miles

Infrastructure $100 Straight Line 10 to 50 Years

Discretely presented component unit

SFC capital assets are reported at actual cost. Depreciation is provided by the straight-line method over the

assets estimated useful life which range from to 40 years.
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary Of Significant Accounting Policies continued

H. Investment Earnings

Investment earnings is composed of interest dividends and net changes in the fair value of applicable

investments.

I. Compensated Absences

Compensated absences consist of vacation leave and calculated amount of sick leave earned by employees
based on services already rendered.

Employees may accumulate up to 240 hours of vacation depending upon years of service but any vacation

hours in excess of the maximum amount that are unused at year-end are forfeited. Upon termination of

employment all unused and unforfeited vacation benefits are paid to employees. Accordingly vacation

benefits are accrued as liability in the financial statements.

Employees may accumulate limited number of sick leave hours. Generally sick leave benefits provide for

ordinary sick pay and are cumulative but are forfeited upon termination of employment. Sick leave benefits do

not vest with employees however employees who are eligible to retire from County service into the Arizona

State Retirement System Public Safety Personnel Retirement System or Corrections Officer Retirement Plan

may request sick leave be converted to annual leave on predetermined conversion basis. An estimate of

those retirement payouts is accrued as liability in the govern.ment-wide financial statements.

Note Net Asset Beginning Balances Restated

In compliance with GASB Statement No. 34 Pima County retroactively reported its Transportation bridges

infrastructure network that was acquired or received substantial improvement subsequent to December 31
1975. The retroactive capitalization amount at July 2005 was based on historical cost where applicable and

on estimated historical cost where determining historical cost was not practical due to inadequate records. The

depreciation amount was calculated using the straight-line method and useful life of 30 years.

The following summarizes the restatement for infrastructure

Governmental Activities

Net assets June 30 2005 as previously reported 882201

Transportation bridges 13289

Net assets July 2005 as restated 895.490

Note Cash And Investments

Primary Government

The Countys cash and investment policies are governed by State statutes and by bond covenants. The County
Treasurer is authorized to invest public monies in the State Treasurers Investment Pool interest bearing

savings accounts certificates of deposit and repurchase agreements in eligible depositories bonds or other

obligations issued or guaranteed by the United States government or any of the senior debt of its agencies

sponsored agencies corporations sponsored corporation or instrumentalities specified state and local

government bonds specified commercial paper bonds debentures and notes issued by corporations organized

and doing business in the United States and bonds of the State of Arizona or any of its counties cities towns
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Cash And Investments continued

or school districts as specified by statute. In addition the County Treasurer may invest trust funds in fixed

income securities of corporations doing business in the United States or District of Columbia.

Credit riskThe State statutes have the following requirements for credit risk

1. Commercial paper must be rated P1 by Moodys Investors Service or Al or better by Standard and Poors

rating service.

2. Corporate bonds debentures and notes must be rated or better by Moodys Investors Service or Standard

and Poors rating service.

3. Fixed income securities must carry one of the two highest ratings by Moodys Investors Service and

Standard and Poors rating service. If only one of the above-mentioned services rates the security it must

cany the highest rating of that service.

Custodial credit riskStatutes also require collateral for demand deposits certificates of deposit and

repurchase agreements at 101 percent of all deposits not covered by federal depository insurance.

Concentration of credit riskStatutes do not include any requirements for concentration of credit risk.

Interest rate riskStatutes require that public monies invested in securities and deposits have maximum

maturity of years and that public operating fund monies invested in securities and deposits have maximum

maturity of years. Investments in repurchase agreements must have maximum maturity of 180 days.

Foreign currency riskStatutes do not allow foreign investments.

DepositsAt June 30 2006 the canying amount of the Countys deposits was $27113 and the bank balance

was $37291.

Custodial credit riskCustodial credit risk is the risk that the County will not be able to recover its deposits

if financial institution fails. The County does not have formal policy with respect to custodial credit risk.

As of June 30 2006 $783 of the Countys bank balance was exposed to custodial credit risk as follows

Uninsured and uncollateralized 700

Uninsured with collateral held by the banks

safekeeping department
83

Total $783

InvestmentsAt June 30 2006 the Countys investments consisted of $420115 invested in marketable

securities $194151 invested in the State Treasurers Investment Pool and $911 invested in local

government bond. Cash from the County and from external legally separate governments are pooled to

purchase the investments in marketable securities and the State Treasurers Pool. The State Board of

Investment provides oversight for the State Treasurers pools. The fair value of participants position in the

pool approximates the value of that participants pool shares and the participants shares are not identified with

specific investments.
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PHylA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Cash And Investments continued

Credit riskCredit risk is the risk that an issuer or counterparty to an investment will not fulfill its

obligations. The County does not have formal investment policy with respect to credit risk. At June 30
2006 credit risk for the Countys investments was as follows

Investment Type Rating Rating Agency Amount

Commercial paper Al P1 Moodys 22894
Fannie Mae Federal National Mortgage

Association AAA Aaa Moodys 178797
Freddie Mac Federal Home Loan Mortgage

Corporation AAA Aaa Moodys 59436
Ti-i-party repurchase agreement Unrated 158988

State Treasurers Investment Pool Unrated 194151

Local governments bonds Unrated 911

Total 615.177

Custodial credit riskFor an investment custodial credit risk is the risk that in the event of the

counterpartys failure the County will not be able to recover the value of its investments or collateral securities

that are in the possession of an outside party. The County has no formal policy with
respect to custodial credit

risk. Of the Countys $615177 of investments 100% of the commercial paper Freddie Mac and Fannie Mae
discount notes and ti-i-party repurchase agreement totaling $420115 are uninsured and held by the

counterparty in the Countys name.

Concentration of credit riskThe County has no formal policy with
respect to limiting the amount the

Treasurer may invest in any one issuer. More than 5% of the Countys investments were with the Bank of

America including the ti-i-party repurchase agreement and 87% of the commercial paper Federal Home Loan

Mortgage Corporation and Federal National Mortgage Association. These investments were 29% 10% and

29% respectively of total investments.

Interest rate riskInterest rate risk is the risk that changes in interest rates will adversely affect an

investments fair value. The County does not have formal investment policy with respect to interest rate risk.

As of June 30 2006 the County had the following investments

Weighted Average Maturity
Investment Type Amount Years
State Treasurers Investment Pool $103729 0.14

State Treasurers Investment Pool 90422 0.10

Commercial paper 22894 0.09

Fannie Mae Federal National Mortgage Association 178797 0.08

Freddie Mac Federal Home Loan Mortgage Corporation 59436 0.09

Tri-party repurchase agreement 158988 0.01

Local governments bonds 911 2.50

$615.177
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Cash And Investments continued

reconciliation of cash deposits and investments to amounts shown on the Statements of Net Assets follows

Cash on Amount of Amount of

hand deposits investments Totals

Cash deposits and investments 80 27113 615177 642370

Governmental Business-Type Investment Agency

Activities Activities Trust Funds Funds Totals

Statement of Net Assets

Cash and cash equivalents 262933 88511 236494 53521 641459

Investments 911 _______________ ______________ ____________
911

Total 263844 88511 236494 53521 642370

County Treasurers Investment PoolArizona Revised Statutes require community colleges school districts

and other local governments to deposit certain public monies with the County Treasurer. The County

Treasurer has fiduciary responsibility to administer those and the County monies under her stewardship. The

County Treasurer invests on pool basis all idle monies not specifically invested for fund or program. In

addition the County Treasurer determines the fair value of those pooled investments annually at June 30. The

County Treasurers Investment Pool is not registered with the Securities and Exchange Commission as an

investment company and there is no regulatory oversight of its operations. The structure of the Pool does not

provide for shares and the County has not provided or obtained any legally binding guarantees to support the

value of the participants investments. The County Treasurer allocates interest earnings to each of the Pools

participants.

The Pools net assets consist of $178797 of Fannie Mae $158988 of ti-i-party repurchase agreement $59436

of Freddie Mac $35306 of State Treasurers Investment Pool $22894 of commercial paper and $3062 of

cash and are subject to applicable risks as disclosed above.

condensed statement of the Pools net assets and changes in net assets follows

Statement of Net Assets

Net assets held in trust for

Internal participants 312411

External participants 146072

Total Liabilities

Total net assets held in trust 458483

Statement of Changes in Net Assets

Total additions 4974430

Total deductions 4895603

Net increase 78827

Net assets held in trust

July 2005 379656

June 30 2006 458483

Discretely Presented Component Units

Southwestern Fair CommissionAt June 30 2006 the commissions cash and cash equivalents
of $1294

consisted of deposits with financial institutions. Of the total balance $994 was exposed to custodial credit risk

because it was uninsured and uncollateralized.
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Note Due from Other Governments

Governmental Activities

Capital Other Internal Total

Transportation Projects Governmental Service Governmental
General Fund Fund Funds Funds Activities

Federal government

Grantsandcontributions 357 395 535 11368 12656
State of Arizona

Taxesandsharedrevenues 23125 8875 717 32717
Grantsandconinbutions 100 257 1969 2331

City of Tucson

Reimbursement for services 1090 1855 1783 4728
Due from other governments

Reimbursement forservices 297 71
______________

158 88 614

Total due from other governments 24869 9441 2647 15995 94 53046

Business-type Activities

Pima Health Total

System and Wastewater Business-type

Services Management Activities

Federal government

Grants and contributions 293 293

State of Arizona

Grants and contributions 2843
_______________ 2843

Totalduefromothergovernments 2843 293 3136

Note Capital Assets

Capital asset activity for the year ended June 30 2006 was as follows

Balance

July 12005 Balance

as restated Increases Decreases June 30. 2006

Governmental activities

Capital assets not being depreciated

Land 202408 20546 222954
Construction in progress 117118 80508 82321 115305

Total capital assets not being depreciated 319526 101054 82321 338259

Capital assets being depreciated

Buildings and improvements 371874 12146 384020
Infrastructure 812700 76951 889651

Equipment 79452 16593 2821 93224

Total capital assets being depreciated 1264026 105690 2821 1366895

Less accumulated depreciation for

Buildings and improvements 102878 9371 112249
Infrastructure 364756 27225 391981
Equipment 43827 13216 2453 54590
Total accumulated depreciation 511461 49812 2453 558820

Total capital assets being depreciated net 752565 55878 368 808075

Governmental activities capital assets net 1072091 156932 82689 1146334
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Note Capital Assets continued

Balance
Balance

July 1. 2005 Increases Decreases June 30 2006

Business-type activities

Capital assets not being depreciated

Land 14259 2288 7841 8706

Construction in progress
63325 11017 59500 14842

Total capital assets not being depreciated 77584 13305 67341 23548

Capital assets being depreciated

Buildings and improvements 294265 62298 2260 354303

Infrastructure 475148 15452 490600

Equipment 20932 1819 6486 16265

Total capital assets being depreciated 790345 79569 8746 861168

Less accumulated depreciation for

Buildings and improvements 105346 9831 673 114504

Infrastructure 153003 10262 163265

Equipment 13042 999 4459 9582

Total accumulated depreciation 271391 21092 5132 287351

Total capital assets being depreciated net 518954 58477 3614 573817

Business-type activities capital assets net 596538 71782 70955 597365

The July 2005 governmental activities capital asset balance was restated to include recognition of the bridges network

general infrastructure assets as explained in Note to the financial statements. The increase to governmental activities capital

assets include capital assets transferred from the Wastewater Management Enterprise Fund Solid Waste division with

acquisition costs of $16185 and accumulated depreciation of $4867.

Depreciation expense was charged to functions as follows

Governmental activities

General government 5144

Public safety
8974

Highway and streets 22972

Sanitation 446

Health 1444

Welfare

Culture and recreation 3381

Education and economic opportunity
260

Internal service funds 2316

Total governmental activities depreciation
44945

Business-type activities

Pima Health System Services 218

Parking Garages
337

Wastewater Management 20416

Development Services 121

Total business-type activities depreciation 21092
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Note Capital Assets continued

Balance Balance

July 1. 2005 Increases Decreases June 30. 2006

Discretely presented component unit

Southwestern Fair Commission SFC
Capital assets being depreciated

Buildings and improvements 3654 56 3707
Equipment 1492 122 1612
Total capital assets being depreciated 5146 178 5319

Less accumulated depreciation for

Buildings and improvements 2092 111 2200
Equipment 1140 72 1210
Total accumulated depreciation 3232 183 3410

Total capital assets being depreciated net 1914
_______________ 1909

SFC capital assets net 1914
_______________

1909

Note Claims Judgments And Risk Management

Pima County is defendant in number of court actions. In the opinion of County management the final

disposition of these actions if unfavorable will not have material effect upon the Countys financial

statements.

Solid Waste

The County has entered into settlement negotiations with Arizona Department of Environmental Quality

ADEOJ to resolve litigation associated with the cleanup of the Camino del Cerro landfill. Cleanup

expenditures have been incurred and include soil
vapor extraction system series of drainage improvements

re-grade landfill cap and groundwater remediation. The liability is not presented within the financial

statements because the outcome of the litigation is uncertain and the amount of the loss cannot be reasonably

estimated.

Other

The County is exposed to various risks of loss related to torts theft of damage to and destruction of assets

errors and omissions injuries to employees medical malpractice environmental claims and natural disasters.

Claims against the County are accounted for in the Self Insurance Trust Fund the Fund an internal service

fund. Annually an actuarial evaluation is performed to determine the Countys anticipated losses except for

environmental unemployment and dental losses. Environmental losses are based on reported claims and the

County risk managers knowledge and experience. Unemployment and dental losses are based on claims that

have been submitted but not yet paid by the Fund. Losses accounted for include reported and paid reported

but unpaid and incurred but not reported. All liabilities of the Fund except for environmental unemployment
and dental losses are reported at their present value using an expected future investment yield assumption of

four percent. The County purchases commercial insurance for claims in excess of coverage provided by the

Fund and for some other risks of loss. Settled claims have not exceeded insurance coverage in any of the last

three fiscal years.

All funds of the County participate in the Fund. With the exception of environmental unemployment and

dental losses payments to the Fund are based on actuarial estimates of the amounts needed to pay prior and
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Note Claims Judgments And Risk Management continued

current-year claims. Payments to the Fund for environmental losses are based on historical experience since an

actuarial basis is not available. Payments for unemployment and dental losses are based on actual claims made.

The claims liability of $35508 reported in the Fund at June 30 2006 is based on estimates of the ultimate cost

of claims that have been reported but not settled and of claims that have been incurred but not reported. The

ultimate cost of claims includes incremental claim adjustment expenses
that have been allocated to specific

claims as well as salvage and subrogation. No other claim adjustment expenses
have been included.

2006 2005

$30273 25696

12925

_______ 8348

_______
30.273

Claims liability balancebeginning

Current year claims and changes in estimates

Claims payments

Claims liability balanceending

267270

657

267927

35960

__________
49

__________
36009

Flood control bonds 3010 __________
780 2230 760

Transportation revenue bonds

Plus unamortized deferred amount

Total transportation revenue bonds

Special assessment bonds with

governmental commitment

137545

191

137736

1093

10710

__________
26

__________
10736

__________
182

126835

165

127000

911

11435

26

11461

182

Loans and Leases

Transportation loans payable 1943 4836 1040 5739 2025

Capital leases payable

Jail capital lease

Less unamortized deferred amount

Other capital leases

Total capital leases

Total loans and leases

30085

2297
91

27879

29822

1750

191
231 125

231 1684

5067 2724

28335 1785

2106 192
197 97

26426 1690

32165 3715

Reported but unpaid losses Note

Incurred but not reported losses Note

Landfill closure and post-closure

care costs Note

Total governmental activities

long -term liabilities

12185

6.950

$35.508

Note Long-Term Liabilities

The following schedule details the Countys long-term liability and obligation activity for the year ended June

30 2006.

Balance

July 2005

Governmental activities

General obligation bonds

Plus unamortized deferred amount

Total general obligation bonds

Balance

Additions Reductions June 30 2006

$231310

608

231918

Due within

year

32335

49

32384

20842 11872 6950 25764 5507

9431 313 9744 2046

16268 16268

469861 33520 57381 446000 56055
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Note Long-Term Liabilities continued

Balance Balance Due within

July 1. 2005 Additions Reductions June 30 2006 year

Business-type activities

Sewer revenue bonds 60075 4550 55525 $5570
Less unamortized deferred amount 4266 __________ 451 3815 ____________

Total revenue bonds payable 55809
_________ 4099 51710 5570

Wastewater loans payable 84232 $1086 4951 80367 5503
Less unamortized deferred amount 254

_________ 35 219 ___________
Total loans payable 83978 1086 4916 80148 5503

Landfill closure post-closure care cost 15636 15636

Contracts and notes 4852 163 453 4562

Total business-type activities
______________

long-term liabilities 160275 $1249 25104 136420 $11073

Discretely presented component unit

Southwestern Fair Commission notes

payable 392
_________

148 244 104

GENERAL OBLIGATION BONDS OUTSTANDING
Governmental Activities

Payments made from property tax revenues of the Debt Service Fund

General obligation bonds payable at June 30 2006 consisted of the outstanding general obligation bonds

presented below. Of the total amounts originally authorized $3069 from the November 1982 bond election

$40180 from the May 20 1997 and $476432 from the May 18 2004 bond election remain unissued. On
May 16 2006 voters authorized $54000 for building of psychiatric facilities all of which remain unissued.

The following table presents amounts outstanding by issue.

Issue Interest Outstanding

Issue Amount Rates Maturities June 30 2006

Series of 1998 42420 4.40 4.60% 2007-13 18795

Seriesofl999 50000 5.005.08% 2007-10 16115
Series of 2000 50000 4.00 5.00% 2007-14 26000
Series of 2001 Refunding 17835 4.505.00% 2007-09 7610
Series of 2002 20000 4.00 4.50% 2007-16 10000
Series of 2003 50000 3.254.25% 2007-17 40350
Seriesof2004 65000 3.005.00% 2007-19 53615
Series of 2005 65000 3.505.00% 2007-20 58.825

G.O. bonds outstanding 231310
Plus unamortized deferred amount 608

Total G.O. bonds outstanding 231.918
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Note Long-Term Liabilities continued

The following schedule details general obligation bond debt service requirements to maturity at June 30 2006.

Year Ending June 30. Principal Interest

2007 32335 10028

2008 25005 8539

2009 20260 7417

2010 19790 6503

2011 17190 5616

2012-2016 77880 16740

2017-2020 38850 2988

Total $231310 57.831

ADVANCED REFUNDINGS OF GENERAL OBLIGATION BONDS

In prior years the County defeased certain General Obligation Bonds by placing the proceeds of new bonds in

an irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly the trust

account assets and liability for these defeased bonds are not included in the Countys financial statements. At

June 30 2006 the following outstanding bonds were considered defeased

Outstanding

June 30. 2006

1979 General Obligation Refunding Bonds 1930

Series of 1999 5785

FLOOD CONTROL REFUNDING BONDS OUTSTANDING

Governmental Activities

Payments made from property tax revenues of the Debt Service Fund of the District

The Pima County Regional Flood Control District outstanding bonds payable at June 30th is presented below.

Issue Interest Outstanding

Issue Amount Rates Maturities June 30. 2006

Series 2001 Refunding $4585 4.00 4.20% 2007-09 2230

The following schedule details flood control bond debt service requirements to maturity at June 30 2006.

Year Ending June 30 Principal Interest

2007 760 91

2008 745 61

2009 725 30

Total S2.230 182
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TRANSPORTATION BONDS
Governmental Activities

Payments made from street and highway revenues

Pima County transportation revenue bonds of 1998 were issued to provide monies to construct improvements
to the Countys streets and highways. Of the total amount originally authorized $168800 from the November

1997 bond election remains unissoed.

Issue Interest Outstanding
Amount Rates Maturities June 30. 2006

Series of 1998 40000 4.50% 2007-08 8000
Series of 2002 55000 4.00- 4.50% 2007-12 35735
Series of 2003 35000 3.38 4.38% 2007-18 31900
Series of 2005 51200 3.505.00% 2007-20 51200

Transportation bonds outstanding 126835

Plus unamortized deferred amount 165

Total transportation bonds outstanding 127.000

The following schedule details transportation bond debt service requirements to maturity at June 30 2006.

Year Ending June 30. Principal Interest

2007 11435 5257
2008 11745 4752
2009 11465 4276
2010 11935 3821
2011 12450 3302
2012-2016 41225 9975
2017-2020 26.580 2294

Total 126.835 33.677

TRANSPORTATION LOANS PAYABLE
Governmental Activities

During the fiscal
year ended June 30 2002 and fiscal

year ended June 30 2006 Piina County Transportation

Department entered into loan
agreements to provide funds for the construction and improvement of certain

highways and streets. Interest is payable semiannually and is calculated based on the principal amount of the

loan outstanding during such period. Interest on the Alvemon HELP loan is calculated and paid on an annual

basis.

Issue Interest Outstanding
Issue Amount Rates Maturities June 30 2006

2002 HELP Loan Ajo 3700 3.23% 2007 703

2002 HELP Loan Shannon 1400 3.23% 2007 200

2006 HELP Loan Alvernon 4836 3.59% 2007-09 4.836

Total transportation loans payable 5.739
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The following schedule details transportation loans debt service requirements to maturity at June 30 2006.

Year Ending June 30. Principal Interest

2007 $2025 169

2008 2714 114

2009 1.000 61

Total 5.739 344

SPECIAL ASSESSMENT BONDS OUTSTANDING

Governmental Activities

Payments made from assessments received in the Debt Service Fund and the Transportation Fund

At June 30 2006 there was only one special assessment district with outstanding bonds. Special assessment

bonds are secured by pledges of revenues from special assessments levied against the benefiting property

owners. The proceeds of the bond issues were used to finance construction in the Improvement District.

Issue Interest Outstanding

Improvement District Amount Rates Maturities June 30 2006

La Cholla Boulevard $1821 6.50% 2007-11

Total special assessment bonds outstanding 2LL

The following schedule details special assessment bond debt service requirements to maturity at June 30 2006.

Year Ending June 30 Principal Interest

2007 182 53

2008 182 41

2009 182 30

2010 182 18

2011 183

Total $9fl

CAPITAL LEASES

Governmental Activities

On February 1997 the County entered into an agreement to sell certain jail facilities and then lease them

back for 15-year term. The jail facilities were sold for $34500 and the proceeds were used to fmance the

construction of the baseball stadium. On September 1999 and October 2003 Pima County amended the

capital lease agreement between U.S. Bank Trust National Association and Pima County. The amendments

extended the lease term to 2014 and 2018 respectively increased the range of interest rates and increased the

Countys obligation under the lease agreement.

The County has also entered into capital leases for telephone and computer equipment. The outstanding

balance as of June 30 2006 for these leases totaled $197.

The net book value of assets acquired through capital leases consists of $20091 of buildings and $260 of

equipment.
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The following schedule details capital lease debt service requirements to maturity at June 30 2006.

Governmental Activities

Buildings Equipment

Year Ending June 30 Principal Interest Principal Interest

2007 1785 1230 97

2008 1870 1139 80

2009 1965 1062 20

2010 2025 982

2011 2125 879

2012-2016 12810 2624
2017-2018 5755 243

__________ __________
Total 28335 8159 197

SEWER REVENUE BONDS

Business-type Activities

Payments made from user charges received in the Wastewater Management Enterprise Fund

Pima County sewer revenue bonds as presented below were issued to provide monies to construct

improvements to the Countys wastewater management system. Of the total amount originally authorized

$3943 from the May 20 1997 and $150000 from the May 18 2004 bond election remain unissued.

Issue Interest Outstanding

Amount Rates Maturities June 30 2006

Series of 1998 29185 4.00 5.50% 2007-15 17655
Series 2001 Refunding 19440 4.00 5.40% 2007-15 14980
Series 2004 Refunding 25770 2.63 5.50% 2007-15 22890

Sewer revenue bonds outstanding 55525
Less unamortized deferred amount 3815

Total sewer revenue bonds outstanding 51.710

The following schedule details sewer revenue bond debt service requirements to maturity at June 30 2006.

Year Ending June 30 Principal Interest

2007 5570 2573
2008 5800 2340
2009 6025 2098
2010 5280 1816
2011 5515 1588
2012-2015 27.335 3.452

Total $55525 $13.867
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LOANS PAYABLE

Business-type Activities

Payments made from user charges received in the Wastewater Management Enterprise Fund

Wastewater Management WWM entered into loan agreements 1996 1997 2000 and 2004 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. For the 2004 loan payable principal payments to maturity

are subject to change based upon the total amounts drawn down.

During fiscal year 05/06 the 2004 WIFA loan was amended to total of $19967. Of that amount as of June

30 2006 WWM has drawn down $18538.

Issue Interest Outstanding

Issue Amount Rates Maturities June 30 2006

1996 Loan Payable $11313 3.19% 2006-12 $9069

1997 Loan Payable 7500 2.95% 2006-11 3670

2000 Loan Payable 61180 2.20% 2006-16 49090

2004 Loan Payable 18538 1.81% 2006-24 18538

Loans payable
80367

Less unamortized deferred amount 219

Total loans payable
$80.148

The following schedule details loans payable debt service requirements to maturity at June 30 2006.

Year Ending June 30 Principal Interest

2007 5503 2777

2008 5722 2586

2009 5955 2375

2010 6317 2153

2011 7604 1901

2012-2016 33623 5631

2017-2021 11574 1282

2022-2025 4069 206

Total $Q367 $18.91

CONTRACTS AND NOTES

Business-type Activities

Payments made from restricted assets in the Wastewater Management Fund

Contracts and notes consist of contract retentions for several construction projects. Generally interest is not

accrued and the timing of payments is based on completion of the related construction projects.
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NOTES PAYABLE

Component Unit- Southwestern Fair Commission SFC
Payments made from user charges

Southwestern Fair Commission has note payable to Pima County due in annual installments of $50
unsecured and non-interest bearing.

Interest Outstanding
Description Rates Maturities June 30 2006

Pima County None Annual installments until June 2007 $50

Southwestern Fair Commissions other notes payable are due in monthly installments and are secured by

equipment inventory and accounts receivable.

Interest Outstanding
Description Rates Maturities June 30. 2006

Bank Prime with 4% floor Monthly installments until July 2008 $149

Bank Wall Street Journal interest rate Monthly installments until July 2008 _4
Total $194

The following schedule details Southwestern Fair Commissions notes payable debt service requirements to

maturity at June 30 2006.

Year Ending June 30. Principal Interest

2007 $104 $13

2008 53

2009 .__$i

Total $244

LEGAL DEBT MARGIN

County General Obligation Bonds

General obligation debt may not exceed six percent of the value of the Countys taxable property as of the

latest assessment. However Pima County received voter approval to increase the debt limit to 15 percent of

the value of taxable property. The legal debt margin at June 30 2006 is as follows

Net assessed valuation $6050950

Debt Limit 15% of net assessed valuation 907643

Amount of debt applicable to debt limit

General obligation bonds outstanding $231310

Less net assets in debt service fund

available for payment of general

obligation bond principal 5571 225739

Legal debt margin available 681.904
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Flood Control General Obligation Bonds

Flood Control general obligation debt may not exceed five percent of the value of the Flood Control Districts

taxable property as of the latest assessment. Legal debt margin at June 30 2006 is as follows

Net assessed valuation $5323433

Debt Limit 5% of net assessed valuation 266171

Amount of debt applicable to debt limit

Flood Control general obligation bonds outstanding $2230

Less net assets in debt service fund

available for payment of flood control

bond principal
24 2206

Legal debt margin available 263.965

Note Short-Term Debt

LINE OF CREDIT

The County maintains revolving line of credit with Bank of America National Trust and Savings Association

to meet its short-term cash needs. At June 30 2006 the County had an outstanding balance of $0. Advances

on the line of credit are payable on demand. The credit line is secured by the Countys general taxing

authority.

July 2005 June 30 2006

Balance Draws Repayments Balance

Line of credit $0 $36000 $36000 $0

Note Landfill Liabilities

SOLID WASTE LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS

State and Federal laws and regulations require the County to place 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 thirty years after their closure. Although closure and postclosure care costs will not be paid until near or

after the date the landfills stop accepting waste the County records portion of these closure and postclosure

care costs as long-term liability in each period based on landfill capacity used as of each balance sheet date.

The $16268 reported as landfill closure and postclosure care liability in the governmental activities represents

the cumulative amount reported to date based on the percentage used of each landfills total estimated

capacity. The County will recognize the remaining estimated cost of closure and postclosure care of $6675 as

the remaining estimated capacities are used. These amounts are based on what it would cost to perform all

closure and postclosure care in the fiscal year ended June 30 2006 actual costs may change due to inflation

changes in technology or changes in regulations.
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Estimated

Capacity Used Remaining
Landfill Site June 30 2006 Service Life

Ajo 100%

Sahuarita 43% 17 Years

Tangerine 82% Years

Life extending facility development options are presently being considered for the Ajo Landfill

including vertical and/or horizontal expansion.

The Sahuarita and Tangerine Landfill capacities were adjusted from 5233952 cu. yd. and

5737761 cu. yd. at June 30 2005 to 4932103 cu. yd. and 6484362 cu. yd. at June 30 2006

respectively. Concurrently the estimated years of closure were adjusted to 2023 and 2009

respectively.

The County plans to fund the estimated closure and postclosure care costs with proceeds of general obligation
bonds and with solid waste tipping fees.

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.

The ma Road Landfill facility is closed to municipal solid waste and only receives construction debris. It is not

subject to the closure and post-closure cost requirements referred to above. Pima County estimates that it will

cost approximately $9011 when closure occurs and plans to fund the cost with proceeds of general obligation

bonds and with solid waste tipping fees. At this time there is no closure date available.

Note 10 Retirement Plans

Plan Descriptions

The County contributes to the Arizona State Retirement System ASRS the Corrections Officer Retirement

Plan CORP the Public Safety Personnel Retirement System PSPRS consisting of Pima County Sheriffs

and Pima County County Attorney Investigators and the Elected Officials Retirement Plan EORP. The
EORP and the PSPRS Pima County County Attorney Investigators are not described due to their relative

insignificance to the Countys financial statements. Benefits are established by state statute and generally

provide retirement death long-term disability survivor and health insurance premium benefits.

The ASRS administers cost-sharing multiple-employer defined benefit pension plan that covers general

employees of the County. The ASRS is governed by the Arizona State Retirement System Board according to

the provisions of A.R.S. Title 38 Chapter Article 2.

The PSPRS is an agent multiple-employer defined benefit pension plan that covers public safety personnel

who are regularly assigned hazardous duty as employees of the State of Arizona or one of its political

subdivisions. The PSPRS acting as common investment and administrative agent is governed by five-

member board known as The Fund Manager and 209 local boards according to the provisions of A.R.S. Title

38 Chapter Article 4.

The CORP is an agent multiple-employer defined benefit pension plan that covers certain employees of the

State of Arizonas Department of Corrections and Juvenile Corrections and County employees whose primary
duties require direct inmate contact. The CORP is governed by the Fund Manager of PSPRS and 19 local

boards according to the provisions of A.R.S. Title 38 Chapter Article 6.
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Each plan issues publicly available financial report that includes its financial statements and required

supplementary information. report may be obtained by contacting the applicable plan.

ASRS PSPRS and CORP

3300 N. Central Ave. 3010 East Camelback Road

P.O. Box 33910 Suite 200

Phoenix AZ 85012-0250 Phoenix AZ 85016-4416

602 240-2000 or 602 255-5575

800 621-3778

Funding Policy

The Arizona State Legislature establishes and may amend active plan members and the Countys contribution

rates.

Cost-sharing plans For the year ended June 30 2006 active ASRS members and the County were each

required by statute to contribute at the actuarially determined rate of 7.40 percent 6.90 percent retirement and

0.50 percent long-term disability of the members annual covered payroll. The Countys contributions to

ASRS for the years ended June 30 2006 2005 and 2004 were $17551 $12602 and $13231 respectively

which were equal to the required contributions for the applicable year.

Agent plans For the year ended June 30 2006 active PSPRS members were required by statute to contribute

7.65 percent of the members annual covered payroll and the County was required to contribute at the

actuarially determined rate of 13.71 percent. As allowed by statute the County contributed 3.65 percent of the

members required contribution with the members contributing 4.00 percent. Active CORP members were

required by statute to contribute 8.50 percent of the members annual covered payroll and the County was

required to contribute at the actuarially determined rate of 6.59 percent.

Annual Pension Cost The Countys pension cost for the two agent plans for the year ended June 30 2006 and

related information follow

PSPRS CORP
Contribution rates

County 17.36% 6.59%

Plan members 4.00% 8.50%

Annual pension cost $4720 1088

Contributions made $4720 1088

Actuarial valuation date June 30 2004 June 30 2004

Actuarial cost method Individual entry age Individual entry age

Actuarial assumptions

Investment rate of return 8.75% 8.75%

Projected salary increases 6.25% 9.25% 5.25% 9.25%

includes inflation at 5.25% 5.25%

Amortization method Level percent open Level percent open

Remaining amortization period 20 years 20 years

Asset valuation method smoothed market smoothed market
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Trend Information Information for each of the three most recent actuarial valuations for each of the agent

plans follows

Contributions Required and Contributions Made

Annual Percentage

Year Ended Pension Cost of APC Net Pension

Plan June 30 APC Contributed Obligation

PSPRS 2006 4720 100%

2005 3325 100%

2004 2694 100%

CORP 2006 1088 100%

2005 782 100%

2004 632 100%

Note 11 Segment Information

The Wastewater Management Enterprise Fund 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 Countys 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 result condensed financial information for the Fund is presented in the following table.

CONDENSED STATEMENT OF NET ASSETS

Wastewater

Management

LiQuid Waste

Assets

Current assets 68668

Due from other funds

Capital assets net 587954

Other non-current assets 1243

Total assets 657866

Liabilities

Current liabilities 26679

Due to other funds 177

Non-current liabilities 125.347

Total liabilities 152203

Net assets

Invested in capital assets net of related debt 456846

Restricted 4794

Unrestricted 44023

Total net assets 505.663
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Note 11 Segment Information continued

CONDENSED STATEMENT OF REVENUES EXPENSES AND CHANGE IN NET ASSETS

Wastewater

Management

Liquid Waste

Operating revenues/expenses

Charges for services 62274

Depreciation expense 20416

Other operating expenses
56.902

Operating loss 15.044

Non-operating revenues/expenses

Sewer connection revenue 42220

Other non-operating revenues 3220

Interest expense 4624
Loss on disposal of capital assets 20
Other non-operating expenses 97
Capital contributions 14607

Transfers out to other county funds 22
Change in net assets 40240

Beginning net assets 465.423

Ending net assets _505_

CONDENSED STATEMENT OF CASH FLOWS

Net cash provide by

Operating activities 4582

Non-capital financing activities 625

Capital and related financing activities 15356

Investing activities 1.862

Net increase 22425

Beginning cash and cash equivalents 35000

Ending cash and cash equivalents
57.425
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in thousands

Interfund Assets/Liabilities

Due from Due to Other Funds are used to record loans or unpaid operating transfers between funds.

Ce

Amounts recorded as due from

Transfers are used to record transactions between individual funds to subsidize their operations and fund debt

service payments and capital construction projects.

Amounts recorded as transfers out

General

Transportation

Capital Projects

Other Governmental

Pima Health System Sennces

Wastewater Management

her Enterprise

Internal Service

Total

Transfers

22 919 310 1252

81 81

63$ 48 111

2832 38 70 2940

1657 1657

29 124 23 177

99 102

4669 48 146 1081 381 6327

General 130 3433 3563

Transportation 22 22

Capital Projects 7/10 10529 17529

OtherC3ovenrmental 15580 17787 1178 4289 38834

Internal Service 626 626

Total 16206 24917 15140 4311 60574

The table above does not include transfers of capital assets and long-term liabilities from proprietary funds to

governmental activities because these transfers are not reported in the governmental funds. During the year the

County reclassified the Solid Waste Division of the Wastewater Management Enterprise Fund to the Solid

Waste Special Revenue Fund reported within the governmental funds. This resulted in net transfer in to the

Wastewater Management Enterprise Fund of $156 consisting of the following

Net current assets and liabilities transfer to other governmental funds 4289
Capital assets transfer to governmental activities 11335
Long-term liabilities transfer to governmental activities 15.780

Total net transfer in to Wastewater Management Enterprise Fund 156
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Note 13 Construction and Other Significant Commitments

At June 30 2006 Pima County had the following major contractual commitments related to Facilities

Management General Government Pima Health Systems and Services Transportation and Wastewater

Management.

Facilities Management

At June 30 2006 the Pima County Facilities Management Department had construction contractual

conmiitments of $4143. Funding for these expenditures will be provided from general obligation bonds.

General Government

At June 30 2006 Pima County had contractual commitments related to service contracts for Human Resources

of $45530 Institutional Health of $105859 and Risk Management of $1161. Funding for these expenditures

will be primarily provided from general fund revenues.

Pima Health Systems and Services

At June 30 2006 Pima County had contractual commitments related to service contracts for Pima Health

Systems Services of $119146. Funding for these expenditures will be primarily provided from federal and

state funding sources.

Transportation

At June 30 2006 the Pima County Transportation Department had construction contractual conirnitments of

$21263 and other contractual commitments related to service contracts of $7871. Funding for these

expenditures will be primarily provided from Transportation Revenue Bonds and Highway User Tax Revenue

the primary source of revenue for the Transportation Department.

Wastewater Management

At June 30 2006 the Wastewater Management Enterprise fund had contractual commitments related to service

contracts of $8306.

Operating Leases

The County enters into operating leases for various equipment and office space. These leases are entered into

with the provision that they may be canceled at the end of each fiscal year
if future funding is not provided.

Accordingly these leases totaled $3550 for the year ended June 30 2006.

Note 14 Stewardship Compliance and Accountability Deficit Fund Balances

The Special Revenue Grants fund non-major govermnental fund had deficit fund balance at June 30

2006 of $260. This deficit can be eliminated in the future through normal operations.
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Note 15 Non-cancelable Operating Leases

The County leases buildings and equipment under the provisions of various long-term lease agreements
classified as operating leases for accounting purposes. The County rental expenditures under the terms of the

non-cancelable operating leases were $139 for the year ended June 30 2006. These leases have remaining
terms of to years and provide renewal options. The future minimum payments required under these leases

at June 30 2006 are as follows.

Governmental

Activities

Year ending June 30
2007 142

2008 142

2009 142

2010 142

2011 113

2012-2015 379

Total minimum lease payments

Note 16 Subsequent Events

On July 2006 the Pima County Free Library District District assumed the operations of library services

previously provided by the City of Tucson in accordance with an intergovernmental agreement IGA with the

City of Tucson City. Under the IGA the City will provide transitional assistance to the District in the amount
of $6000 $4000 and $2000 for fiscal years ending June 30 2007 2008 and 2009 respectively. Subsequent to

June 30 2009 the City will provide no additional assistance.

Effective July 2006 City library personnel became District employees with equivalent pay and benefits.

Two of the library branch properties will be conveyed to the District with the remaining properties being leased

at no cost for 50 years.

The Pima County Board of Supervisors approved an increase in tax revenues to the District effective in fiscal

year 2006-07.
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APPENDIX

$21000000

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 2007

CONTINUING DISCLOSURE UNDERTAKING
FOR THE PURPOSE OF PROVIDING

CONTINUING DISCLOSURE INFORMATION
UNDER SECTION b5 OF RULE 15c2-12

This Continuing Disclosure Undertaking the Undertaking is executed and delivered by Pima County
Arizona the County in connection with the issuance and sale of the $21000000 aggregate principal amount of

Street and Highway Revenue Bonds Series 2007 the Bonds.

In connection with the Bonds the County covenants and agrees as follows

1. Purpose of this Undertaking. This Undertaking is executed and delivered by the County as of the

date set forth below for the benefit of the beneficial owners of the Bonds and in order to assist the Underwriter in

complying with the requirements of the Rule as defined below.

2. Definitions. The terms set forth below shall have the following meanings in this Undertaking
unless the context clearly otherwise requires.

Annual Information means the financial information and operating data set forth in Exhibit I.

Annual Information Disclosure means the dissemination of disclosure concerning Annual

Information and the dissemination of the Audited Financial Statements as set forth in Section 4.

Audited Financial Statements means the general purpose audited fmancial statements of the

County prepared pursuant to the standards and as described in Exhibit I.

Bond Resolution means together the resolution adopted by the Board of Supervisors of the

County on Januaty 2007 authorizing the issuance and sale of the Bonds.

Commission means the Securities and Exchange Commission.

Dissemination Agent means any agent designated as such in writing by the County and which

has filed with the County written acceptance of such designation and such agents successors and assigns.

Exchange Act means the Securities Exchange Act of 1934 as amended.

Material Event means the occurrence of any of the events with respect to the Bonds set forth in

Exhibit II that is material as materiality is interpreted under the Exchange Act.

MSRB means the Municipal Securities Rulemaking Board.

NRIvISlRs means as of any date any Nationally Recognized Municipal Securities Information

Repository then recognized by the Commission for
purposes

of the Rule. As of the date of this Undertaking the

NRMSIRs are
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Bloomberg Municipal Repository

100 Business Park Drive

Skiliman New Jersey 08558

Phone 609 279-3225

Fax 609 279-5962

E-mail MunisBloomberg.com

DPC Data Inc.

One Executive Drive

Fort Lee New Jersey 07024

Phone 201 346-0701

Fax 201947-0107

E-mail nrmsir@dpcdata.com

FT Interactive Data

Attn NRMSIR
100 William Street 5th Floor

New York New York 10038

Phone 212 771-6999 800-689-8466

Fax 212771-7390
E-mail NRMSlR@interactivedata.com

Standard Poors Securities Evaluations Inc.

55 Water Street 45th Floor

New York New York 10041

Phone 212 438-4595

Fax 212438-3975
E-mail nnnsir_repositoiy@sandp.com

The names and addresses of all current NRMSIRs should be verified each time information is delivered

pursuant to this Undertaking.

Rule means Rule 5c2- 12 adopted by the Commission under the Exchange Act as the same

may be amended from time to time.

SB means any public or private repository designated by the State as the state repository and

recognized as such by the Commission for purposes of the Rule. As of the date of this Undertaking no S1D exists

within the State. The name and address of the SIP if any should be verified each time information is delivered

pursuant to this Undertaking.

State means the State of Arizona.

Undertaking means the obligations at the County pursuant to Sections and hereof.

Underwriter includes each broker dealer or municipal securities dealer acting as an underwriter

in the primary offering of the Bonds.

3. CU SIP Number/Final Official Statement. The base CUSIP Number of the Bonds is 721882. The

Final Official Statement relating to the Bonds is dated January 2007.

4. Annual Information Disclosure. Subject to Section of this Undertaking the County shall

disseminate its Annual Information and its Audited Financial Statement if any in the form and by the dates set

forth in Exhibit to all NRMSIRs and to the SIP if any. The County is required to deliver such information in

such manner and by such time so that such entities receive the information on the date specified.
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If any part of the Annual Information can no longer be generated because the operations to which
it is related have been materially changed or discontinued the County will disseminate statement to such effect as

part of its Annual Information for the year in which such event first occurs.

If any amendment is made to this Undertaking the Annual Information for the year in which such

amendment is made shall contain narrative description of the reasons for such amendment and its impact on the

type of information being provided.

5. Material Events Disclosure. Subject to Section of this Undertaking the County hereby

covenants that it will disseminate in timely manner notice of occurrence of Material Event to each NRMSIR or

to the MSRB and to the SD if any.

6. Duty to Update NRMSIRs/SID. The County shall determine in the manner it deems appropriate

the names and addresses of the then existing NRMSIRs and SID each time it is required to file information with

such entities.

7. Consequences of Failure of the County to Provide Information. The County shall give notice in

timely manner to each NRMSIR or to the MSRB and to the SB if any of any failure to provide Annual

Information Disclosure when the same is due hereunder.

In the event of failure of the County to comply with any provision of this Undertaking the

beneficial owner of any Bond may seek mandamus or specific performance by court order to cause the County to

comply with its obligations under this Undertaking. default under this Undertaking shall not be an Event of

Default on the Bonds. The sole remedy under this Undertaking in the event of any failure of the County to comply
with this Undertaking shall be an action to compel performance.

8. Alternate Means of Disclosure. Notwithstanding the provisions of Sections and requiring

that the County file its Annual Information Disclosure notice of any Material Event and notice of any failure to

comply with this Undertaking with each of the NRM SIRS and any SD the County may instead comply with the

provisions of this Undertaking by filing the required information with an entity then recognized by the Commission

as eligible to receive and submit such filings to the NRMSIRS and any SD for
purposes

of the Rule Central Post

Office. As of the date of this Disclosure Undertaking the Central Post Office that has been so recognized by the

Commission is

DisclosureUSA.org

P.O. Box 684667

Austin Texas 78768-4667

Fax 512 476-6403

http//www.disclosureUSA.org

9. Amendments Waiver. Notwithstanding any provision of this Undertaking the County by
certified resolutions authorizing each amendment or waiver may amend the Undertaking and any provision of the

Undertaking may be waived if

The amendment is made in connection with change in circumstances that arises from

change in legal requirements change in law or change in the identity nature or status of the County or type of

business conducted

This Undertaking as amended would have complied with the requirements of the Rule at

the time of the primary offering after taking into account any amendments or interpretations of the rule as well as

any change in circumstances and

The amendment does not materially impair the interests of the beneficial owners of the

Bonds as determined by an independent counsel or other entity unafliliated with the County.
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10. Non-Appropriation. The performance by the County of its obligations in this Undertaking shall be

subject to the annual appropriation of any funds that may be necessary to permit such performance. In the event of

failure by the County to comply with its covenants under this Undertaking due to failure to appropriate the

necessary funds the County covenants to provide prompt notice of such fact to each NRMSIR and the SID.

11. Termination of Undertaking. The Undertaking of the County shall be terminated hereunder when

the County no longer has liability for any obligation relating to repayment of the Bonds or the Rule no longer

applies to the Bonds. The County shall give notice in timely manner if this Section is applicable to each NRMSIR

or to the MSRB and to the SD if any.

12. Dissemination Agent. The County may from time to time appoint or engage Dissemination

Agent to assist it in carrying out its obligations under this Undertaking and may discharge any such Dissemination

Agent with or without appointing successor Dissemination Agent.

13. Additional Information. Nothing in this Undertaking shall be deemed to prevent the County from

disseminating any other information using the means of dissemination set forth in this Undertaking or any other

means of communication or including any other information in any Annual Information Disclosure or notice of

occurrence of Material Event in addition to that which is required by this Undertaking. If the County chooses to

include any information from any document or notice of occurrence of Material Event in addition to that which is

specifically required by this Undertaking the County shall have no obligation under this Undertaking to update such

information or include it in any future disclosure or notice of occurrence of Material Event.

14. Beneficiaries. This Undertaking has been executed in order to assist the Underwriter in complying

with the Rule however this Undertaking shall inure solely to the benefit of the County the Dissemination Agent if

any and the beneficial owners of the Bonds and shall create no riglfls in any other person or entity.

15. Recordkeeping. The County shall maintain records of all Annual Information Disclosure and

notices of occurrence of Material Events including the content of such disclosure or notices the names of the entities

with whom such disclosure or notices were filed and the date of filing such disclosure or notices.

16. Assignment. The County shall not transfer its obligations under the Bond Resolution unless the

transferee agrees to assume all obligation of the County under this Undertaking or to execute an Undertaking under

the Rule.

17. Governing Law. This Undertaking shall be governed by the laws of the State.

PIMA COUNTY ARIZONA

By
Thomas Burke

Finance and Risk Management Director

Date Date
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EXHIBIT

ANNUAL FINANCIAL INFORMATION AND AUDITED
FINANCIAL STATEMENTS

Annual Financial Information means quantitative financial information and operating data concerning the

operations of the County of the type set forth in the Official Statement under the heading STREET AND
HIGHWAY REVENUES Street and Highway Revenues Received by the County in the table entitled PIMA
COUNTY STREET AND HIGHWAY REVENUE RECEIPTS.

All or portion of the Annual Financial Information and the Audited Financial Statements as set forth

below may be included by reference to other documents which have been submitted to each NRMSIR and to the

SD if any or filed with the Commission. If the information included by reference is contained in Final Official

Statement the Final Official Statement must be available from the MSRB the Final Official Statement need not be
available from each NIRMSIR the SID or the Commission. The County shall clearly identify each such item of

information included by reference.

Annual Financial Information exclusive of Audited Financial Statements will be provided to each NRMSLR
and to the S1D if any no later than the first business day in February of each year commencing February 2008.
Audited Financial Statements as described below should be filed at the same time as the Annual Financial

Information. If Audited Financial Statements are not available when the Annual Financial Information is filed
unaudited financial statements shall be included to be followed up by Audited Financial Statements when available.

Audited Financial Statements will be prepared according to GAAP as applied to governmental units as

modified by State law Audited Financial Statements will be provided to each NRMSIR and to the SID if any at the

same time as Annual Financial Information is filed or if not available when such Annual Financial Information is

filed within 30 days after availability to the County.

If any change is made to the Annual Financial Information as permitted by Section of this Undertaking
the County will disseminate notice of such change as required by Section including changes in Fiscal Year or

GAAP.
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EXHIBIT II

EVENTS FOR WHICH NOTICE OF OCCURRENCE OF

MATERIAL EVENTS IS REQUIRED

1. Principal and interest payment delinquencies

2. Non-payment related defaults

3. Unscheduled draws on debt service reserves reflecting fmancial difficulties

4. Unscheduled draws on credit enhancements reflecting fmancial difficulties

5. Substitution of creditor liquidity providers or their failure to perform

6. Adverse tax opinions or events affecting the tax-exempt status of the Bonds

7. Modifications to the rigbts of holders of the Bonds

8. Bond calls

9. Defeasances

10. Release substitution or sale of property securing repayment of the Bonds

11. Rating changes
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RESOLUTION NO. 2007-16

RESOLUTION PROVIDING FOR THE ISSUANCE AND SALE OF

$21000000 PRINCIPAL AMOUNT OF PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS SERIES 2007

PROVIDING FOR THE PAYMENT OF THE BONDS PROVIDING

TERMS COVENANTS AND CONDITIONS CONCERNING THE BONDS
ACCEPTING BID FOR THE PURCHASE OF THE BONDS
APPOINTING AN INITIAL REGISTRAR AND PAYING AGENT FOR
TIlE 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. At special bond election held in and

for Pima County Arizona the County on November 1997 the Bond Election

majority of the qualified electors of the County voting at the election authorized the issuance and

sale by the County of $350000000 aggregate principal amount of bonds for improving

constructing reconstructing acquiring rights of way for and maintenance of County streets and

highways. Under authority of the Bond Election and pursuant to Resolution No. 1998-101

adopted by the Board of Supervisors of the County on May 19 1998 the 1998 Bond

Resolution Resolution No. 2002-6 adopted by the Board of Supervisors of the County on

January 2002 the 2002 Bond Resolution and Resolution No. 2003-17 adopted by the

Board of Supervisors of the County on January 21 2003 the 2003 Bond Resolution and

Resolution No. 2005-99 adopted by the Board of Supervisors of the County on May 10 2005

the 2005 Bond Resolution the County has heretofore issued $40000000 principal amount

of its Street and Highway Revenue Bonds Series 1998 the 1998 Bonds $55000000

principal amount of its Street and Highway Revenue Bonds Series 2002 the 2002 Bonds.

$35000000 principal amount of its Street and Highway Revenue Bonds Series 2003 the 2003

Bonds and $51200000 principal amount of its Street and Highway Revenue Bonds Series

2005 the 2005 Bonds. This Resolution authorizes the issuance and sale of an additional

$21000000 principal amount of bonds the 2007 Bonds under authority of the Bond

Election and after issuance of these bonds $147800000 of the amount authorized in the Bond

Election will remain to be issued. The 1998 Bond Resolution the 2002 Bond Resolution the

2003 Bond Resolution and the 2005 Bond Resolution as supplemented by this Resolution and as

hereafter supplemented and amended is herein referred to as the Bond Resolution. Bids for

the purchase of the 2007 Bonds were previously solicited and received pursuant to an on-line

bidding process. The Board has determined that the bid attached hereto as Exhibit the

Accepted Bid is the most advantageous for the County.

Section 2. Authorization. For the purpose of providing funds to make certain of the

street and highway improvements the bond fmancing of which was authorized by the qualified

electors of the County at the Bond Election there is hereby authorized to be issued and sold

$21000000 principal amount of Pima County Arizona Street and Highway Revenue Bonds

Series 2007 pursuant to Title 11 Chapter Article 12 Arizona Revised Statutes.

Section 3. Terms. The 2007 Bonds will bear interest calculated on the basis of

360-day year of twelve 30-day months from January 2007 to the maturity or prior redemption

of each of the 2007 Bonds at the rates per annum established by the Accepted Bid the first
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interest payment date to be July 2007 interest payable semiannually thereafter on January

and July during the term of the 2007 Bonds the 2007 Bonds to be in the denomination of

$5000 each or integral multiples thereof in fully registered form. Interest will be paid on each

interest payment date by check mailed by the Paying Agent to each registered owner of the 2007

Bonds at the address shown on the registration book of the Registrar on the Record Date as

described in Section 10 hereof or by wire transfer to any securities depository or upon two

days prior written request delivered to the Paying Agent specifying wire transfer address in the

continental United States to any registered owner of at least $1000000 aggregate principal

amount of 2007 Bonds. Principal of the 2007 Bonds at maturity or upon redemption prior to

maturity will be payable upon presentation and surrender at the designated office of the Paying

Agent. The 2007 Bonds will mature on July in the years and in the amounts as follows

Year Principal Year Principal

July Amount July Amount

2009 750000 2016 $1635000

2010 785000 2017 1715000

2011 830000 2018 1805000

2012 865000 2019 1895000

2013 1415000 2020 1990000

2014 1485000 2021 2085000

2015 1555000 2022 2190000

Section 4. Prior Redemption.

A. Optional Redemption. The 2007 Bonds maturing on or before

July 2017 are not subject to call for redemption prior to their respective maturity dates. The

2007 Bonds maturing on or after July 2018 are subject to call for redemption on any date on or

after July 2017 at the election of the County in whole or in part from maturities selected by

the County and within any maturity by lot by the payment of redemption price equal to the

principal amount of each 2007 Bond called for redemption plus accrued interest to the date fixed

for redemption without premium.

B. Notice of Redemption. Notice of redemption will be given by mail to the

registered owners of the 2007 Bonds at the address shown on the bond register maintained by the

Registrar not less than 30 days nor more than 60 days prior to the specified redemption date.

Neither failure to give such notice nor any defect therein with respect to any 2007 Bond shall

affect the regularity of the proceedings for redemption of any other 2007 Bond.

C. Effect of Call for Redemption. On the date designated for redemption by

notice given as herein provided the 2007 Bonds so called for redemption shall become and be

due and payable at the redemption price provided for redemption of such 2007 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 2007 Bonds or portions of 2007 Bonds

so called for redemption shall cease to accrue such 2007 Bonds shall cease to be entitled to any

benefit or security hereunder and the owners of such 2007 Bonds shall have no rights in respect

thereof except to receive payment of the redemption price thereof and accrued interest and such

2007 Bonds shall be deemed paid and no longer outstanding.
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D. Redemption of Less Than All of 2007 Bond. The County may redeem

portion of any 2007 Bond in $5000 increments. In that event the registered owner shall submit

the 2007 Bond for partial redemption and the Paying Agent shall make such partial payment and

the Registrar shall cause to be issued new 2007 Bond in principal amount which reflects the

redemption so made to be authenticated and delivered to the registered owner thereof.

Section 5. Form of 2007 Bonds.

A. The 2007 Bonds shall be in substantially the form of Exhibit attached

hereto and incorporated by reference herein with such necessary and appropriate omissions

insertions and variations as are permitted or required hereby or by the Notice Inviting Bids for

the Purchase of 2007 Bonds and are approved by those officers executing the 2007 Bonds and

the execution thereof by such officers shall constitute conclusive evidence of such approval.

B. The 2007 Bonds may have notations legends or endorsements required by

law securities exchange rule or usage. Each 2007 Bond shall show the date of its authentication

and registration.

Section 6. Book Entry Only System.

A. The 2007 Bonds will initially be issued to and registered in the name of

Cede Co. as nominee of the Depository Trust Company DTC an automated clearinghouse

for securities transactions which will act as securities depository for the 2007 Bonds. One fully

registered 2007 Bond in the aggregate principal amount of each maturity will initially be

registered in the name of and held by Cede Co. as nominee for DTC.

B. So long as the book entry only system is in effect beneficial ownership

interests in the 2007 Bonds will be available in book entry form only through direct or indirect

participants in DTC in the principal amount of $5000 or any integral multiple thereof.

Beneficial owners of the 2007 Bonds will not receive certificates representing their interests in

the 2007 Bonds and will not be deemed to be registered owners of the 2007 Bonds.

C. So long as the book entry only system is in operation principal of and

interest on the 2007 Bonds will be payable by the Paying Agent to Cede Co. as nominee of

DTC which organization consequently bears sole responsibility for remitting such principal and

interest to its direct and indirect participants for subsequent credit or disbursement to the

beneficial owners of the 2007 Bonds.

D. In the event the County determines not to continue the DTC book entry

only system or DTC determines to discontinue providing its services with respect to the 2007

Bonds and the County does not select another qualified securities depository the County shall

cause the Registrar to deliver to DTC for redistribution to beneficial owners of the 2007 Bonds

one or more 2007 Bonds in such principal amount or amounts in denominations of $5000 and

any integral multiple thereof and registered in such name or names as DTC shall designate.
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Section 7. Execution of 2007 Bonds.

A. The 2007 Bonds shall be executed for and on behalf of the County by the

Chairman of the Board of Supervisors and attested by the Clerk of the Board of Supervisors by

their facsimile signatures.

B. If an officer whose signature is on 2007 Bond no longer holds that office

at the time the 2007 Bond is authenticated and registered the 2007 Bond shall nevertheless be

valid.

C. 2007 Bond shall not be valid or binding until authenticated by the

manual signature of an authorized officer of the Registrar. The signature shall be conclusive

evidence that the 2007 Bond has been authenticated and issued under this Resolution.

Section 8. Mutilated. Lost or Destroyed 2007 Bonds. In case any 2007 Bond

becomes mutilated destroyed or lost the County shall cause to be executed and delivered new

2007 Bond of like date and tenor in exchange and substitution for and upon the cancellation of

such mutilated 2007 Bond or in lieu of and in substitution for such 2007 Bond destroyed or lost

upon the registered owners paying the reasonable expenses and charges of the County in

connection therewith and in the case of 2007 Bond destroyed or lost upon the registered

owner filing with the Clerk of the Board of Supervisors and the Registrar evidence satisfactory to

the County and the Registrar that such 2007 Bond was destroyed or lost and furnishing the

County with sufficient indemnity bond pursuant to Section 47-8405 Arizona Revised Statutes.

Section 9. Acceptance of Bid.

A. The bid of the winning bidder attached hereto as Exhibit for the

purchase of the 2007 Bonds is hereby accepted and the 2007 Bonds are hereby ordered sold to

such purchaser in accordance with the terms of such bid and the terms and conditions of the

Notice Inviting Bids for the Purchase of Street and Highway Revenue Bonds. The 2007 Bonds

will bear interest at the rates set forth in the Accepted Bid.

B. The County Administrator or his designee is hereby authorized and

directed to cause the 2007 Bonds to be delivered to the purchaser upon receipt of payment

therefor and satisfaction of the other conditions for delivery thereof in accordance with the terms

of the sale.

Section 10. Registrar and Paying Agent.

A. The County will employ an agency where 2007 Bonds may be presented

for registration of transfer the Registrar and an office or agency where 2007 Bonds may be

presented for payment the Paying Agent. The County may appoint one or more co

Registrars or one or more additional Paying Agents. The Registrar and Paying Agent may make

reasonable rules and set reasonable requirements for their respective functions with respect to the

owners of the 2007 Bonds.

B. Initially U.S. Bank National Association will act as Registrar and Paying

Agent with respect to the 2007 Bonds. The County may change the Registrar or Paying Agent
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without notice to or consent of owners of the 2007 Bonds and the County may act in any such

capacity.

C. Each Paying Agent will be required to agree in writing that the Paying

Agent will hold in trust for the benefit of the owners of the 2007 Bonds all money held by the

Paying Agent for the payment of principal of and interest and any premium on the 2007 Bonds.

D. The Registrar may appoint an authenticating agent acceptable to the

County to authenticate 2007 Bonds. An authenticating agent may authenticate 2007 Bonds

whenever the Registrar may do so. Each reference in this Resolution to authentication by the

Registrar includes authentication by an authenticating agent acting on behalf and in the name of

the Registrar and subject to the Registrars direction.

E. The Registrar shall keep register of the 2007 Bonds the registered

owners of the 2007 Bonds and of transfers of the 2007 Bonds. When 2007 Bonds are presented

to the Registrar or co-Registrar with request to register transfer the Registrar will register

the transfer on the registration books if its requirements for transfer are met and will authenticate

and deliver one or more 2007 Bonds registered in the name of the transferee of the same

principal amount maturity and rate of interest as the surrendered 2007 Bonds. Any 2007 Bond

or 2007 Bonds may be exchanged at the designated office of the Registrar for 2007 Bond or

2007 Bonds of the same maturity date and aggregate principal amount as the surrendered 2007

Bond or 2007 Bonds. The Record Date for the 2007 Bonds will be the close of business of the

Registrar on the 15th day of the month preceding an interest payment date. The 2007 Bonds

presented to the 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 name

of the transferee but the interest payment will be made to the registered owners shown on the

books of the Registrar as of the close of business on the Record Date.

F. The Registrar shall authenticate 2007 Bonds for original issue in up to

$21000000 aggregate principal amount upon the written request of the County Administrator or

his designee. The aggregate principal amount of 2007 Bonds outstanding at any time may not

exceed that amount except for replacement 2007 Bonds as to which the requirements of the

Registrar and the County are met.

Section 11. Resolution Contract. This Resolution shall constitute contract between

the County and the registered owners of the 2007 Bonds and shall not be repealed or amended in

any manner which would impair impede or lessen the rights of the registered owners of the 2007

Bonds then outstanding.

Section 12. Payment of the 2007 Bonds

A. The 2007 Bonds and interest thereon shall be payable solely from the

revenues received by the County from highway user taxes including motor vehicle fuel taxes

and all other taxes fees charges or other monies returned to the County pursuant to Title 28

Chapter 18 Article and Section 42-6106 the Pledged Revenues on parity with the 1998

Bonds the 2002 Bonds the 2003 Bonds and the 2005 Bonds and such additional bonds or other

obligations Additional Parity Bonds and collectively with the 1998 Bonds the 2002 Bonds

the 2003 Bonds the 2005 Bonds and the 2007 Bonds the Parity Bonds hereafter issued on

parity therewith. The 2007 Bonds shall not constitute debt or general obligation of the County
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within the meaning of any constitutional or statutory debt limitation nor shall payment of the

2007 Bonds or interest or redemption premiums thereon be enforceable out of any funds other

than the revenues pledged to such payment nor shall any owner of any 2007 Bond have the right

to compel any exercise of the taxing power of the County to make such payment. The County

shall comply with any requirements imposed by law to maintain its eligibility for and right to

receive such funds. During each year in which any of the 2007 Bonds or any Parity Bonds

remain outstanding and not fully paid or provided for there shall be set aside in separate fund

designated the Pima County Street and Highway Revenue Bond Fund the Bond Fund
established in the 1998 Bond Resolution and continued herein from the Pledged Revenues

received during such year an amount sufficient to pay the interest and principal upon the Parity

Bonds next due. The Bond Fund shall be held as special trust fund the beneficial interest in

which shall be in the holders from time to time of the Parity Bonds then outstanding.

B. On or before the third Monday of each month commencing with the

month following the month in which the 2007 Bonds are issued and delivered there shall be

transferred from the Pledged Revenues received to the Bond Fund moneys in an amount

necessary to accumulate in equal monthly amounts the interest due net of accrued interest on the

2007 Bonds on the next January or July as applicable and thereafter in each month an

amount equal to one-sixth 1/6 of the next ensuing semi-annual interest payment on the Parity

Bonds until the amount in the Bond Fund and available to pay interest is sufficient to pay the

next ensuing interest payment on the Parity Bonds.

C. On or before the third Monday of each month there shall be transferred

from the Pledged Revenues received to the Bond Fund moneys in an amount necessary to

accumulate in equal monthly amounts equal to one-twelfth 1/12 of the principal amount

becoming due on the next principal payment date on the Parity Bonds until the amount in the

Bond Fund and available to pay principal is sufficient to pay the next ensuing principal payment

on the Parity Bonds.

D. Amounts in the Bond Fund shall be used solely for the payment of

principal of and interest on the Parity Bonds when due. It shall be the duty of the County to

cause to be transferred to the Paying Agent prior to the date or dates on which such principal or

interest fall due such amount as to the extent of the money in the Bond Fund will be sufficient

to pay all principal and interest falling due on such date or dates and it shall be the duty of the

Paying Agent to assure to the extent of the money so transferred to the Paying Agent prompt

payment of the principal of and interest on the Parity Bonds.

E. After all payments and transfers shall have been made to the Bond Fund as

provided in this Section and any deficiencies in any such transfer or transfers which may exist

from any previous year have been remedied all remaining Pledged Revenues shall constitute

available revenues and may be used by the County for any lawful purpose. If at any time the

moneys in the Bond Fund are not sufficient to make the transfers required any such deficiency

shall be made up from the first Pledged Revenues thereafter received and available for such

transfers under the terms of the Bond Resolution and the transfer of any such sum or sums to

said fund or accounts as may be necessary to make up any such deficiency shall be in addition to

the then-current transfers required to be made pursuant to the Bond Resolution.
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Section 13. Additional Bonds.

A. The County covenants and agrees with the holders of the 2007 Bonds and

any Parity Bonds that so long as any Parity Bonds remain outstanding and the principal and

interest thereon shall be unpaid or unprovided for it will not further encumber the Pledged

Revenues on basis equal to the pledge for payment of Parity Bonds payable from the Pledged

Revenues unless the amount of Pledged Revenues received by the County in the twelve 12
month period immediately preceding the issuance of the proposed Additional Parity Bonds as

shown by certificate of the chief administrative officer of the County currently the County

Administrator or his or her designee equals not less than two times the maximum annual debt

service on all such Parity Bonds then outstanding and the Additional Parity Bonds proposed to

be issued ii all payments and deposits with respect to the Parity Bonds then outstanding are

current and iii no obligation payable from the Pledged Revenues is in default as to either

principal or interest.

B. Subject to the foregoing and to the other terms and conditions set forth

herein the County shall have the right to issue Additional Parity Bonds. This Resolution does

not place any restriction on the County incurring additional payment obligations payable from

the Pledged Revenues so long as those payment obligations are subject and subordinated to the

Countys payment obligations with respect to the 2007 Bonds and other Parity Bonds.

Section 14. Amendments.

A. The County may without the consent of or notice to any of the owners of

Parity Bonds amend supplement or modify the provisions of this Resolution or the Bond

Resolution for one or more of the following purposes to cure any ambiguity or formal defect

or omission herein or to correct or supplement any provision herein which may be inconsistent

with any other provision herein ii to grant or confer upon the owners of Parity Bonds any

additional rights remedies powers or authority that may lawfully be granted or conferred upon.

them iii to secure additional revenues or provide additional security or reserves for payment of

the Parity Bonds iv to comply with the requirements of any state or 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 to permit if lawful the issuance of Parity Bonds in book entry

form not evidenced by physical certificates or Parity Bonds in bearer form if in the opinion of

nationally recognized bond counsel received by the County such action will not cause the

interest on any Parity Bonds to become includable in gross income for purposes of federal

income taxes vi to preserve the exclusion of the interest on Parity Bonds from gross income

for purposes of federal or State income taxes and to preserve the power of the County to continue

to issue bonds or other obligations specifically not limited to the 2007 Bonds authorized hereby

the interest on which is likewise exempt from federal and State income taxes vii to make any

other change or amendment hereto which does not materially adversely affect the interests of any

owner of any Parity Bond viii to provide for the refunding or advance refunding of any Parity

Bonds including the right to establish and administer an escrow fund and to take related action

in connection therewith ix to provide for the issuance of Parity Bonds as permitted by the

provisions of this Resolution or the Bond Resolution and to make provisions and

amendments applicable only to Parity Bonds sold or remarketed on the basis of the effectiveness

of those provisions or amendments with respect to those Parity Bonds or applicable only to

Parity Bonds the owners of which are given reasonable notice of the proposed provisions or
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amendments and have the opportunity to tender their Parity Bonds for purchase prior to the

effective date of the provisions or amendments.

B. Other than amendments supplements or modifications referred to in

subsection above and subject to the terms and provisions and limitations contained in this

subsection and not otherwise the owners of not less than majority in principal amount of the

Parity Bonds then outstanding shall have the right from time to time anything contained herein

to the contrary notwithstanding to consent to and approve the effectiveness of such amendments

supplements and modifications to this Resolution or the Bond Resolution as shall be deemed

necessary and desirable by the County for the purpose of modifying altering amending adding

to or rescinding in any particular any of the terms or provisions contained herein provided

however that nothing in this subsection shall permit or be construed as permitting an

amendment supplement or modification which would extend the stated maturity of or time

for paying interest on any Parity Bond or reduce the principal amount of or the redemption

premium or rate of interest payable on any Parity Bond without the consent of the owner of such

Parity Bond ii prefer or give priority to any Parity Bond over any other Parity Bond without

the consent of the owner of each Parity Bond then outstanding not receiving such preference or

priority iii reduce the principal amount of Parity Bonds then outstanding the consent of the

owners of which is required to authorize such amendment supplement or modification without

the consent of the owners of all Parity Bonds then outstanding iv reduce the redemption price

of any Parity Bond upon optional redemption or reduce any period of time prior to

commencement of any optional redemption period without the consent of the owner of such

Parity Bond or iv reduce the tender price payable or extend the time of payment of the

purchase price of any Parity Bond upon optional or mandatory tender for purchase.

C. When the County determines that the requisite consents have been

obtained for an amendment supplement or modification requiring consent of the owners of

Parity Bonds the County shall date and file certificate to that effect in its records and shall

notify the registrars and paying agents for all Parity Bonds. Such determination shall be

conclusive and no action or proceeding to invalidate the amendment supplement or modification

shall be instituted or maintained unless commenced within 60 days after the filing of such

certificate. Upon the filing of such certificate the amendment supplement or modification shall

become effective without liability or responsibility to any owner of any Parity Bond whether or

not such owner shall have consented thereto. Consent of owners of Parity Bonds may be

evidenced by such Parity Bonds being sold or remarketed on the basis of the effectiveness of the

proposed amendment amendment supplement or modification or modification or in any other

manner in accordance with subsection hereof. If the amendment supplement or modification

will not take effect so long as any particular Parity Bonds remain outstanding the consent of the

owners of such Parity Bonds shall not be required and such Parity Bonds shall not be deemed to

be outstanding for the purpose of determining the required consents. It shall not be necessary for

the consent of the owners of Parity Bonds to approve the particular form of any proposed

amendment supplement or modification but it shall be sufficient if consent is given to the

substance thereof. Any such consent shall be binding upon the owner of the Parity Bond giving

such consent and upon any subsequent owner of such Parity Bond and of any Parity Bond issued

in exchange therefor whether or not such subsequent owner thereof has notice thereon unless

such consent is revoked in writing by the owner of such Parity Bond giving such consent or by

subsequent owner thereof by filing such revocation in writing with the County prior to the

effectiveness of such amendment supplement or modification. If the owners of the required
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amount or number of the Parity Bonds outstanding shall have consented to and approved the

execution of such amendment supplement or modification as herein provided no owner of any

Parity Bond shall have any right to object to the execution thereof or to object to any of the

terms and provisions contained therein or the operation thereof or in any manner to question the

propriety of the effectiveness thereof or to enjoin or restrain the County from taking any action

pursuant to the provisions thereof. In making any amendment supplement or modification

permitted by this Section the County shall be entitled to rely upon an opinion of nationally

recognized bond counsel stating that the effectiveness of such amendment supplement or

modification is authorized or permitted hereby. Upon the execution and delivery of any

amendment supplement or modification in accordance with this Section the provisions hereof

shall be modified in accordance therewith and such Amendment supplement or modification

shall form part hereof for all purposes and every owner of Parity Bond theretofore or

thereafter authenticated and delivered hereunder shall be bound thereby.

Section 15. Providing for Payment of Bonds. If payment of all principal of premium

if any and interest on all of the Parity Bonds in accordance with their terms and as provided

herein is made or is provided for in accordance with this Section then the pledge of the Pledged

Revenues granted for the Parity Bonds shall cease. The County may at any time surrender to the

Registrar for cancellation any Parity Bonds previously authenticated and delivered which the

County may have acquired in any manner whatsoever and such Parity Bonds upon such

surrender and cancellation shall be deemed to be paid and retired. Any Parity Bond or portion

thereof in authorized denominations may be deemed paid and defeased in accordance with this

Section. Any Parity Bond or portion thereof shall be deemed paid and defeased if there is

deposited with bank or comparable financial institution in trust moneys or obligations of the

United States Government Defeasance Obligations or both which with the maturing

principal of and interest on such Defeasance Obligations if any will be sufficient as evidenced

by certificate or report of an accountant to pay the principal of and interest and any premium

on such Parity Bond or portion thereof as the same matures comes due or becomes payable upon

prior redemption and ii if such defeased Parity Bond or portion thereof is to be redeemed

notice of such redemption has been given in accordance with provisions thereof or the County

has submitted to the registrar instructions expressed to be irrevocable as to the date upon which

such Parity Bond or portion thereof is to be redeemed and as to the giving of notice of such

redemption. Parity 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 Parity Bonds shall nevertheless continue but the owners thereof

shall thereafter be entitled to payment only from the moneys or Defeasance Obligations

deposited to provide for the payment of such Parity Bonds.

Section 16. Use of Proceeds.

A. Upon delivery of the 2007 Bonds and payment therefor the amount paid

as accrued interest shall be deposited to the Bond Fund and the balance shall be set aside in

separate special fund and used solely for the purpose approved by the electors of the County at

the Bond Election.

B. Pending any disbursements as set forth in subsection above the

County Treasurer is directed to invest the proceeds from the sale of the 2007 Bonds in the State

Treasurers Local Government Investment Pool LGIP provided however that the County

acting through the County Administrator or its Finance and Risk Management Director may at
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any time provide other written investment instructions to the County Treasurer and the County

Treasurer to the extent that such investments are lawful is authorized and directed to invest the

monies designated in the written instructions in the investments set forth in the instructions.

Section 17. Tax Covenants.

A. The County recognizes that the purchasers and owners of the 2007 Bonds

will have accepted them on and paid price for them reflecting the understanding that interest

thereon is excludable from gross income of the owners thereof for federal income tax purposes

under laws in force at the time the 2007 Bonds are delivered. In this connection the County

covenants that it will use and will restrict the use and investment of the proceeds of the 2007

Bonds in such manner and to such extent as may be necessary so that the 2007 Bonds will not

constitute private activity bonds arbitrage bonds or hedge bonds under Section 141 148 or 149

of the Code or to be treated other than as bonds to which Section 103a of the Code applies and

ii the interest on the 2007 Bonds will not be an item of tax preference under Section 57 of the

Code. For purposes of this Section 17 the Code means collectively the Internal Revenue

Code of 1986 as amended the Treasury Regulations whether temporary or final promulgated

pursuant thereto and any amendments or successor provisions thereto any official rulings

announcements notices procedures and judicial determinations regarding any of them.

B. The County further covenants that it will take or cause to be taken such

actions that may be required of it for the interest on the 2007 Bonds to be and remain excluded

from gross income for federal income tax purposes ii it will not take or authorize to be taken

any actions that would adversely affect that exclusion iii it or persons acting for it will

among other acts of compliance apply the proceeds of the 2007 Bonds to the governmental

purposes of the borrowing restrict the yield on investment property acquired with the

proceeds make timely and adequate payments of to the federal government as required under

the Tax Compliance Certificate of the County to be dated as of the date of issuance of the 2007

Bonds the Tax Compliance Certificate relating to the 2007 Bonds maintain books and

records and make calculations and reports and refrain from certain uses of those proceeds

and as applicable of property financed with such proceeds all in such manner and to the extent

necessary to assure that exclusion of that interest under the Code.

C. The County Administrator or his designee is authorized to make or

effect any election selection designation choice consent approval or waiver on behalf of the

County with respect to the 2007 Bonds as the County is permitted to make or give under the

federal income tax laws including without limitation any of the elections provided for in

Section 148f4C of the Code or available under Section 148 of the Code for the purpose of

assuring enhancing or protecting favorable tax treatment or status of the 2007 Bonds or interest

thereon or assisting compliance with requirements for that purpose reducing the burden or

expense of such compliance reducing the rebate amount or payments of penalties or making

payments of special amounts in lieu of making computations to determine or paying excess

earnings as rebate or obviating those amounts or payments as determined by that officer which

actions shall be in writing and signed by that officer ii take any and all other actions make or

obtain calculations make payments and make or give reports covenants and certifications of

and on behalf of the County as may be appropriate to assure the exclusion of interest from gross

income and the intended tax status of the 2007 Bonds and iii give one or more appropriate

certificates for inclusion in the transcript of proceedings for the 2007 Bonds setting for the

reasonable expectations of the County regarding the amount and use of all the proceeds of the
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2007 Bonds the facts circumstances and estimates on which they are based and other facts and

circumstances relevant to the tax treatment of the interest on and the tax status of the 2007

Bonds.

D. The County authorizes the creation by the County Administrator or his

designee of fund that is hereinafter referred to as the Rebate Fund and any other such

accounts or sub-accounts as necessary or advisable in order to comply with the foregoing

covenants and the Tax Compliance Certificate. The County will comply with the rebate

requirements set forth in the Tax Compliance Certificate.

E. The County Administrator or his designee is hereby authorized to execute

on behalf of the County the Tax Compliance Certificate. The Tax Compliance Certificate shall

constitute certification representation and agreement of the County and no investment shall be

made of the proceeds of the 2007 Bonds herein authorized nor of the money in the accounts

established hereunder in violation of the expectations and covenants prescribed by the Tax

Compliance Certificate. The Tax Compliance Certificate shall constitute an agreement of the

County to follow certain covenants which may require the County to take certain actions

including the payment of certain amounts to the United States Treasury or which may prohibit

certain actions including the establishment of certain funds under certain conditions as

specified in the Tax Compliance Certificate.

F. The County further recognizes that Section 149a of the Code requires the

2007 Bonds to be issued and to remain in fully registered form in order for interest thereon to be

excludable from gross income for purpose of federal income taxation under laws in force at the

time the Bonds are delivered. In this connection the County agrees that it will not take any

action to permit the 2007 Bonds to be issued in or converted into bearer or coupon form if such

action would cause interest on the 2007 Bonds to be included in gross income for federal income

tax purposes.

Section 18. Continuing Disclosure Undertaking. The County also recognizes that the

initial purchaser of the 2007 Bonds may be required to comply with Rule 15c2-12b5 adopted

by the Securities and Exchange Commission under the Securities Exchange Act of 1934 as

amended the Rule in connection with purchasing or selling the 2007 Bonds as an

underwriter. In order to assist the initial purchaser in complying with the Rule the County will

enter into Continuing Disclosure Undertaking with respect to the 2007 Bonds and

Continuing Disclosure Undertaking in substantially the form presented to the Board of

Supervisors is hereby approved. The County Administrator or his designee is hereby authorized

and directed to execute and deliver the Continuing Disclosure Undertaking and to do all such

acts and things necessary to carry out the terms and intent of the Continuing Disclosure

Undertaking.

Section 19. Official Statement. The County Administrator or his designee is hereby

authorized and directed to prepare or authorize to be prepared and to complete final Official

Statement the Official Statement relating to the original issuance of the 2007 Bonds in

substantially the form of the Preliminary Official Statement the Preliminary Official

Statement prepared in connection with the original issuance of the 2007 Bonds with such

additions deletions and modifications consistent with this Resolution as shall be approved by the

County Administrator or his designee. If and to the extent applicable the County Administrator

or his designee shall certify or otherwise represent that the Preliminary Official Statement in
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original or revised form is deemed final official statement except for permitted omissions

of the County as of particular date and that completed version is final official statement

for purposes of the Rule. The distribution and use of the Preliminary Official Statement and the

final Official Statement by the County and the original purchaser of the 2007 Bonds is hereby

authorized ratified confirmed and approved.

The Chairman or any member of this Board of Supervisors and the County Administrator

or his designee are each further authorized to use and distribute or authorize the use and

distribution of any supplements in connection with the original issuance of the 2007 Bonds as

may be necessary or appropriate and to sign and deliver on behalf of the County the Official

Statement and such certificates in connection with the accuracy of the Preliminary Official

Statement and the Official Statement and any amendment thereto as may be necessary or

appropriate.

Section 20. Severability. If any section paragraph subdivision sentence clause or

phrase of this Resolution is for any reason held to be illegal or unenforceable such decision will

riot affect the validity of the remaining portions of this Resolution. The Board of Supervisors

hereby declares that the County would have adopted this Resolution and each and every other

section paragraph subdivision sentence clause or phrase hereof and authorized the issuance of

the 2007 Bonds pursuant hereto irrespective of the fact that any one or more sections

paragraphs subdivisions sentences clauses or phrases of this Resolution may be held illegal

invalid or unenforceable.

Section 21. Ratification of Actions. All actions of the officers employees and agents

of the County which conform to the purposes and intent of this Resolution and which further the

issuance and sale of the 2007 Bonds as contemplated by this Resolution whether heretofore or

hereafter taken shall be and are hereby ratified confirmed and approved. Any change made in

the Notice Inviting Bids for the Purchase of Street and Highway Revenue Bonds that does not

conform to the prior order of this Board of Supervisors is hereby ratified. The proper officers

and agents of the County are hereby authorized and directed to do all such acts and things and to

execute and deliver all such documents on behalf of the County as may be necessary to carry out

the terms and intent of this Resolution.

Section 22. Emergency. It is necessary to utilize an emergency clause with this

Resolution to make the award of the contract for the purchase of the 2007 Bonds effective

immediately thereby committing the purchaser to the interest rates the 2007 Bonds will bear

transferring the market risk of changes in interest rate levels from the County to the purchaser

and permitting delivery of and payment for the 2007 Bonds to occur as soon as is possible.

WHEREAS the immediate operation of the provisions of this Resolution is necessary for

the preservation of the public peace health and safety of the County an emergency is hereby

declared to exist and this Resolution is enacted as an emergency measure and will be in full

force and effect from and after its passage adoption and approval by the Board of Supervisors of

the County and it is hereby exempt from the referendum provisions of the Constitution and laws

of the State of Arizona.
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PASSED ADOPTED AND APPROVED by the Board of Supervisors of Pima County

Arizona on January 16 2007.

ATTEST

By
lerk Board of Supervisors

PIMA COUNTY ARIZONA

APPROVED AS TO FORM

SQUIRE SANDERS DEMPSEY L.L.P.

Bond Counsel

By icel1Timot

JAN 2007
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EXHIBIT TO RESOLUTION NO. 2007-16

Resolution No. 2007-16 awarding $21000000 of Street and Highway

Revenue Series 2007 Bonds to the low bidder. Prager Sealv Co. LLC

at Net Interest Cost of 4.142866%.
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PARITY Reoffering Page of

Result

Prager Sealy Co. LLCs Reoffering Scale pART
Pima County

$21000000 Street and Highway Revenue Bonds
Series 2007

Maturity Date Amount Coupon field Dollar Price Call Date

07/01/2009 750M 4.7500 3.6800 102.466

07101/2010 785M 4.7500 3.7200 103.288

0710112011 830M 4.7500 3.7400 104.088

07/01/2012 865M 4.7500 3.7500 104.871

07/01/2013 1415M 4.7500 3.7800 105.491

07/01/2014 1485M 4.7500 3.8100 106.032

07/0112015 1.555M 4.7500 3.8400 106.500

07/01/2016 1.635M 4.7500 3.9000 106.652

07101/2017 1715M 4.7500 3.9500 106.783

07/01/2018 1.805M 4.7500 4.0200 106.168 07/0112017

07/01/2019 1.895M 4.0000 4.1600 98.456

07/01/2020 1990M 4.1250 4.2400 98.828

07/01/2021 2.085M 3.2500 4.4200 87.611

07/01/2022 219aM 3.2500 4.4400 86.805

Accrued Interest $60448.32

Gross Production $21125276.50

1981-2002 i-Deal IC. AS ngNs reserved. Trademarlis

hnps //wwwnewissuehome. i-deal .com/Parity/asp/mai n.aspfra.rnecontentpageparityReoffer... 16/2007



EXHIBIT TO RESOLUTION NO. 2007-

FORM OF BOND

UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITORY TRUST COMPANY NEW YORK CORPORATION DTC TO THE
REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

Interest Rate Maturity Date Original Issue Date CUSIP

January 2007

Registered Owner

Principal Amount

PIMA COUNTY ARIZONA the County for value received hereby promises to pay

solely from the sources hereinafter described 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 from such sources interest on the unpaid principal amount at the

interest rate shown above.

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 herein.

Interest is payable on January and July of each year commencing July 2007 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

360-day year of twelve 30-day months.

Principal interest and any premium are payable in lawful money of the United States of

America. Interest will be paid by check payable to the order of and mailed by the Paying Agent

as herein defined to the registered owner at the address shown on the registration books

maintained by the Registrar as herein defined at the close of business on the record date as

explained herein or by wire transfer to any securities depository or upon two days prior written
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request delivered to the Paying Agent specifying wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal 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 designated office of U.S. Bank National Association.

This bond is one of an issue of bonds in the total principal amount of $21000000 of like

tenor except as to maturity date rate of interest and number issued by the County to provide

funds to make those certain street and highway improvements approved by majority vote of

qualified electors voting at elections duly called and held in and for the County on

November 1997 pursuant to resolutions of the Board of Supervisors of the County duly

adopted prior to the issuance hereof and pursuant to the Constitution and laws of the State of

Arizona.

This bond is issued under the laws of Arizona including specifically Title 11 Chapter

Article 12 of the Arizona Revised Statutes the Act and Resolutions adopted by the Board of

Supervisors of the County on May 19 1998 January 2002 January 21 2003 May 10 2005

and January 16 2007 collectively the Bond Resolution. Reference is hereby made to the

Act and the Bond Resolution referred to above for the provisions thereof including the

provisions with respect to the rights obligations duties and immunities of the County and the

owners of bonds issued thereunder to all of which the registered owner of this bond by

acceptance of this bond assents.

The bonds and interest thereon shall be payable solely from the revenues received by the

County from highway user taxes including motor vehicle fuel taxes and all other taxes fees

charges or other monies returned to the County pursuant to Title 28 Chapter 18 Article and

Section 42-6106 of the Arizona Revised Statutes the Pledged Revenues on parity of lien

with certain outstanding bonds of the County and such additional bonds or obligations as may
hereafter be issued on parity therewith. The bonds shall not constitute debt or general

obligation of the County within the meaning of any constitutional or statutory debt limitation

nor shall payment of the bonds or interest or redemption premiums thereon be enforceable out of

any funds other than the Pledged Revenues nor shall any owner of any bond have the right to

compel any exercise of the taxing power of the County to make such payment. The County may
issue additional bonds or obligations payable from the Pledged Revenues on parity with the

bonds upon satisfaction of the conditions set forth in the Act and the Bond Resolution.

Bonds maturing on or before July 2017 are not subject to call for redemption prior to

their respective maturity dates. The Bonds maturing on or after July 2018 are subject to call

for redemption on any date on or after July 2017 at the election of the County in whole or in

part from maturities selected by the County and within any maturity by lot by the payment of

redemption price equal to the principal amount of each bond called for redemption plus accrued

interest to the date fixed for redemption without premium.

Notice of redemption will be given by mail to the registered owners of the bonds at the

address shown on the bond register maintained by the Registrar not less than 30 days nor more

than 60 days prior to the specified redemption date.
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The initial Registrar and Paying Agent is U.S. Bank National Association the

Registrar and the Paying Agent as applicable. The Registrar or Paying Agent may be

changed by the County without notice and the County may serve in such capacities.

This bond is transferable by the registered owner in person or by attorney duly authorized

in writing at the designated office of the Registrar 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 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 and fees required by law or permitted by the authorizing

resolution. The County has chosen the 15th day of the month preceding an interest payment date

as the record date for this issue 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 Registrars books at the close of business on the record

date.

The Registrar may but need not register the transfer of bond which has been selected for

redemption and need not register the transfer of any bond for period of 15 days before

selection of bonds to be redeemed. Tithe 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 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

$5000 each or integral multiples of $5000. This Bond may be exchanged at the designated

office of the Registrar for like aggregate principal amount of Bonds of the same maturity in

authorized denominations upon the terms set forth in the resolution authorizing issuance of the

Bonds.

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.

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 and that the issue

of bonds of which this is one together with all other indebtedness of the County is within every

debt and other limit prescribed by the Constitution and laws of the State of Arizona.

The County has caused this bond to be executed by the Chairman of its Board of

Supervisors and attested by the Clerk of its Board of Supervisors which signatures may be

facsimile signatures.
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This bond is not valid or binding upon the County without the manually affixed signature

of an authorized signatory of the Registrar.

PIMA COUNTY ARIZONA

facsimile

Chairman Board of Supervisors

ATTEST

Clerk Board of Supervisors
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AUTHENTICATION CERTIFICATE

This bond is one of the Pima County Arizona Street and Highway Revenue Bonds

Series 2007 described in the Bond Resolution mentioned herein.

Date of Authentication ________________________________

U.S. BANK NATIONAL ASSOCIATION
as Registrar

By____________________________
Authorized Representative

ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells assigns and transfers unto

Name and Address of Transferee

Social Security or other Federal Tax Identification Number 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 signatures on this assignment

must correspond with the names as written on

the face of the within registered bond in every

particular without alteration or enlargement or

any change whatsoever.

Signature Guaranteed___________________

Note Signatures must be guaranteed by an

eligible guarantor institution pursuant to

Securities and Exchange Commission Rule

l7Ad- 15 that is participant in signature

guarantor program recognized by the Trustee.
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ABBREVIATIONS

The following abbreviations when used in the inscription on the face of this bond shall

be construed as though they were written out in full according to applicable laws or regulations

TEN COM as tenants in common UNIF GIFT/TRANS MTh1 ACT--

TEN ENT as tenants by the entireties ______ Custodian _______
JT TEN as joint tenants with right of Cust Minor

survivorship and not as tenants Under Uniform Gifts/Transfers

in common to Minors Act

State

Additional abbreviations may also be used though not in list above.
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OFFICIAL STATEMENT

NEW ISSUE BOOK-ENTRY-ONLY RATINGS See Ratings Herein

In the opinion of Squire Sanders Dempsey L. L. P. Bond Counsel under existing law assuming compliance with certain covenants and the

accuracy of certain representations interest on the Bonds is excluded from gross income for federal income tax purposes and is not on iten of

tax preference for purposes of the federal alternative tninimum tax imposed on individuals and corporations and ii interest on the Bonds is

exempt from Arizona state income tax. Interest on the Bonds may be subject to certain federal taxes imposed only on certain corporations

including the corporate alternative mininnim tax on portion of that interest. For more complete discussion of tax aspects see TAX
EXEMPTION herein.

$21000000

PIMA COUNTY ARIZONA

STREET AND HIGHWAY REVENUE BONDS
SERIES 2007

Dated January 12007 Due July as shown below

The Street and Uighway Revenue Bonds Series 2007 the Bonds are being issued by Pima County Arizona the County in

accordance with applicable State of Arizona law. The Bonds are issued in the form of fully registered bonds in denominations of $5000 and

integral multiples
thereof and will bear interest from the date of the Bonds to the date of maturity or prior redemption of each of the Bonds.

Interest on the Bonds is payable semiannually on each January and July each an Interest Payment Date commencing July 2007.

Interest will be paid on each Interest Payment Date by check mailed by the paying agent to each registered owner of the Bonds at the address

shown on the registration books the Bond Register at the close of business on the fifteenth day of the month preceding each Interest Payment

Date or if such day is Saturday Sunday or holiday on the next preceding business day or by wire transfer upon two days prior written request

delivered to the paying agent specifying wire transfer address in the continental United States by any registered owner owning an aggregate

principal amount of at least $1000000. Principal of the Bonds will be payable at the designated corporate trust office of U.S. Bank National

Association or any successor thereto as registrar
and paying agent.

The Bonds are subject to redemption prior to their stated maturities as described herein.

The Bonds are being issued to make various street and highway improvements within the County and ii to pay costs relating to

the issuance of the Bonds. Principal of and interest on the Bonds is payable solely from taxes fees charges and other moneys collected by the

State of Arizona and returned to the County for Street and highway purposes pursuant to Title 28 chapter 18 Article Arizona Revised Statutes

on parity with the outstanding street and highway revenue bonds of the County and any additional street and highway revenue bonds hereafter

issued as provided herein. See SECURITY AND SOURCES OF PAYMENT herein.

The Bonds do not constitute debt general obligation or pledge of the full faith and credit of the County nor is the County

obligated to levy or collect any form of ad valorem taxes with respect to the Bonds.

The County initially intends to utilize the book-entry-only system of The Depository Trust Company DTC although the County

and DTC each reserve the right to discontinue that system at any time. Utilization of the book-entry-only system will affect the method and

timing of payment and the method of transfer of beneficial interests in the Bonds. So long as the book-entry-only system is in effect the County

will issue single fully-registered bond for each maturity registered
in the name of Cede Co. as nominee of DTC and will make all payments

of principal and interest to Cede Co. DTC will be responsible for distributing the principal and interest payments to its direct and indirect

participants
which will in turn be responsible for distribution to the purchasers of beneficial interests in the Bonds pursuant to this otTering the

Beneficial Owners. So long as the book-entry-only system is in effect and Cede Co. as nominee of DTC is the registered owner of the

Bonds all references herein to owners of the Bonds and provisions for consents by owners of the Bonds will refer to and be solicited from Cede

Co. and not the Beneficial Owners.

Payment of the principal of and interest on the Bonds when due will be insured by financial guaranty insurance policy to

be issued by Ambac Assurance Corporation simultaneously with the delivery of the Bonds.

Ambac
Maturity Schedule

Due Principal Interest Price or Due Principal Interest Price or

July Amount Rate Yield July Amount Rate Yield

2009 $750000 4.750% 3.680% 2016 $1635000 4.750% 3.900%

2010 785000 4.750% 3.720% 2017 1715000 4.750% 3.950%

2011 830000 4.750% 3.740% 2018 1.805000 4.750% 4.020%

2012 865000 4.750% 3.750% 2019 1895000 4.000% 4.160%

2013 1415000 4.750% 3.780% 2020 1990000 4.125% 4.240%

2014 1485000 4.750% 3.810% 2021 2085000 3.250% 4.420%

2015 1555000 4.750% 3.840% 2022 2190000 3.250% 4.440%

syield to the July 12017 par call date.

Accrued Interest to be Added

This cover page contains only brief
description

of the Bonds and the security therefor. It is not intended to be summary of material

information with
respect

to the Bonds. Investors are advised to read the entire Official Statement to obtain information essential to making an

informed investment decision.

The Bonds are offered when as and issued by the County and subject to the approving opinion of Squire Sanders Dempsey L. L. P.

Bond Counsel. It is expected that the Bonds will be available for delivery through the facilities of DTC in

New York New York on or bout January 25 2007

January 16 2007
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This Official Statement which includes the cover page and the Appendices hereto does not

constitute an offering of any security other than the original offering of the Bonds identified on the cover

hereof. No person has been authorized by the County to give any information or to make any representations

other than as contained in this Official Statement and if given or made such other information or

representation not so authorized should not be relied upon as having been given or authorized by the County.

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 and other sources is intended to show certain historic

information and is not intended to indicate future or continuing trends in the financial position or other affairs

of the County. No representation is made that the past experience as shown by such financial and other

information will necessarily continue or be repeated in the future. This Official Statement contains in part

estimates and matters of opinion whether or not expressly stated to be such which are not intended as

statements or representations of fact or certainty and no representation is made as to the correctness of such

estimates and opinions or that they will be realized. All forecasts projections assumptions opinions or

estimates are forward looking statements which must be read with an abundance of caution and which

may not be realized or may not occur in the future. The information and expressions of opinion herein are

subject to change without notice and neither the delivery of this Official Statement nor any sale made

hereunder shall under any circumstances create any implication that there has been no change in the affairs

of the County since the date hereof.

The issuance and sale of the Bonds have not been registered under the Federal Securities Act of 1933

or the Securities Exchange Act of 1934 both as amended in reliance upon exemptions provided thereunder

by Sections 3a2 and 3a12 respectively for the issuance and sale of municipal securities nor have the

issuance and sale of the Bonds been qualified under the Securities Act of Arizona in reliance upon various

exemptions thereunder. This Official Statement does not constitute an offer to sell or solicitation of an offer

to buy in any jurisdiction in which such offer or solicitation is not authorized or in which the person making

such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer

or solicitation.
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$21000000
PIMA COUNTY ARIZONA

STREET AND HIGHWAY REVENUE BONDS
SERIES 2007

INTRODUCTORY STATEMENT

This Official Statement including the cover page and the Appendices hereto has been prepared by Pima

County Arizona the County in connection with the original issuance and sale by the County of its Street and

Highway Revenue Bonds Series 2007 the 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 and other sources is intended to show certain historic information and is not intended to

indicate future or continuing trends in the financial position or other affairs of the County. No representation is made

that the past experience as shown by such financial and other information will necessarily continue or be repeated

in the future. This Official Statement contains in part estimates and matters of opinion whether or not expressly

stated to be such which are not intended as statements or representations of fact or certainty and no representation

is made as to the correctness of such estimates and opinions or that they will be realized. All forecasts projections

assumptions opinions or estimates are forward looking statements which must be read with an abundance of

caution and which may not be realized or may not occur in the future. The information and expressions of opinion

herein are subject to change without notice and neither the delivery of this Official Statement nor any sale made

hereunder shall under any circumstances create any implication that there has been no change in the affairs of the

County since the date hereof.

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 may be amended repealed

or supplemented.

THE BONDS

Authorization and Use of Funds

The Bonds are being issued pursuant to the authority contained in Title II Chapter Article 12 Arizona

Revised Statutes and more specifically under the provisions of resolution ordering the sale of Bonds adopted by

the Board of Supervisors of Pima County Arizona the Board on October 17 2006 and an authorizing

Resolution adopted by the Board on January 16 2007 the Bond Resolution. The Bonds are to be issued for the

purpose ofi making certain street and highway improvements within the County and ii paying costs relating to

the issuance of the Bonds.

The Bonds offered herein represent portion of the $350000000 authorization approved at special bond

election held in the County on November 1997. After the issuance of the Bonds the County will have

$147800000 principal amount of authorized but unissued street and highway revenue bonds.

General Description

The Bonds will be dated January 2007 and will be issued in the form of fully registered bonds in

denominations of $5000 or any integral multiple thereof. The Bonds will bear interest from January 2007

payable semiannually on January and July each an Interest Payment Date commencing July 2007.

Interest will be paid on each Interest Payment Date by check mailed to each registered owner of the Bonds

at the address shown on the registration books the Bond Register maintained by the bond registrar at the close of

business on the fifteenth day of the month preceding each Interest Payment Date or if such day is Saturday

Sunday or holiday on the next preceding business day the Record Date or by wire transfer upon two days prior

written request delivered to the paying agent specifying wire transfer address in the continental United States by



any registered owner owning an aggregate principal amount of Bonds of at least $1000000 and the principal of the

Bonds will be payable at maturity upon surrender of the Bonds to the designated corporate trust office of U.S. Bank

National Association as the bond registrar and paying agent the Bond Registrar or the Paying Agent as

applicable.

Redemption

The Bonds maturing on or before July 2017 are not subject to call for redemption prior to their respective

maturity dates. The Bonds maturing on or after July 2018 are subject to call for redemption on any date on or

after July 2017 at the election of the County in whole or in part from maturities selected by the County and

within any maturity by lot by the payment of redemption price equal to the principal amount of each Bond called

for redemption plus accrued interest to the date fixed for redemption without premium.

Notice of Redemption

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 not more than sixty 60 nor

less than thirty 30 days prior to the date set for redemption. Failure to give proper notice of redemption shall not

affect the redemption of any Bond for which proper notice was given.

Book-Entry-Only System

THE INFORMATION PROVIDED UNDER THIS SUBCAPTION BOOK-ENTRY-ONLY SYSTEM

HAS BEEN PROVIDED BY DTC. NO REPRESENTATION IS MADE BY THE COUNTY BOND COUNSEL

OR THE FINANCIAL CONSULTANT AS TO THE ACCURACY OR ADEQUACY OF SUCH INFORMATION

PROVIDED BY DTC OR AS TO THE ABSENCE OF MATERIAL ADVERSE CHANGES IN SUCH

INFORMATION SUBSEQUENT TO THE DATE HEREOF.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered securities

registered in the name of Cede Co. DTCs partnership nominee or such other name as may be requested by an

authorized representative of DTC. One fully-registered Bond certificate will be issued for each maturity of the

Bonds each in the aggregate principal amount of the Bonds and will be deposited with DTC.

DTC the worlds largest depository is limited-purpose trust company organized under the New York

Banking Law banking organization within the meaning of the New York Banking Law member of the

Federal Reserve System clearing corporation within the meaning of the New York Uniform Commercial Code
and clearing agency registered pursuant to the provisions of Section 7A of the Securities Exchange Act of

1934. DTC holds and provides asset servicing for over million issues of U.S. and non-U.S. equity issues corporate

and municipal debt issues and money market instruments from over 85 countries that DTCs participants Direct

Participants deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales

and other securities transactions in deposited securities through electronic computerized book-entry transfers and

pledges between Direct Participants accounts. This eliminates the need for physical movement of securities

certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers banks trust

companies clearing corporations and certain other organizations. DTC is wholly-owned subsidiary of The

Depository Trust Clearing Corporation DTCC. DTCC in turn is owned by number of Direct Participants

of DTC and Members of the National Securities Clearing Corporation Government Securities Clearing Corporation

MBS Clearing Corporation and Emerging Markets Clearing Corporation NSCC GSCC MBSCC and EMCC also

subsidiaries of DTCC as well as by the New York Stock Exchange Inc. the American Stock Exchange LLC and

the National Association of Securities Dealers Inc. Access to the DTC system is also available to others such as

both U.S. and non-U.S. securities brokers and dealers banks trust companies and clearing corporations that clear

through or maintain custodial relationship with Direct Participant either directly or indirectly Indirect

Participants and together with the Direct Participants the Participants. DTC has Standard Poors highest

rating AAA. The DTC Rules applicable to its Participants are on file with the Securities and Exchange

Commission. More information about DTC can be found at www.dtcc.com.



Purchases of beneficial interests in the Bonds under the DTC system must be made by or through Direct

Participants which will receive credit for the Bonds on DTCs records. The ownership interest of each actual

purchaser of beneficial interest in Bond Beneficial Owner is in turn to be recorded on the Direct Participants

and Indirect Participants records. Beneficial Owners will not receive written confirmation from DTC of their

purchase but Beneficial Owners are expected to receive written confirmations providing details of the transaction

as well as periodic statements of their holdings from the Direct Participant or Indirect Participant through which the

Beneficial Owner entered into the transaction. Transfers of beneficial ownership interests in the Bonds are to be

accomplished by entries made on the books of Direct Participants and Indirect Participants acting on behalf of

Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in the

Bonds except in the event that use of the book-entry-only system for the Bonds is discontinued.

To facilitate subsequent transfers all Bonds deposited by Direct Participants with DTC are registered in the

name of DTCs partnership nominee Cede Co. or such other name as may be requested by an authorized

representative of DTC. The deposit of Bonds with DTC and their registration in the name of Cede Co. or such

other nominee effect no change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of

the Bonds DTCs records reflect only the identity of the Direct Participants to whose accounts such Bonds are

credited which may or may not be the Beneficial Owners. The Direct Participants and Indirect Participants will

remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants by Direct Participants to

Indirect Participants and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by

arrangements among them subject to any statutory or regulatory requirements as may be in effect from time to time.

Beneficial Owners of Bonds may wish to take certain steps to augment transmission to them of notices of significant

events with respect to the Bonds such as redemptions defaults and proposed amendments to the Bond Resolution.

For example Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their

benefit has agreed to obtain and transmit notices to Beneficial Owners or in the alternative Beneficial Owners may

wish to provide their names and addresses to the Bond Registrar and request that copies of the notices be provided

directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds are being redeemed DTCs practice

is to determine by lot the amount of the interest of each Direct Participant in the Bonds to be redeemed.

Neither DTC nor Cede Co. nor any other DTC nominee will consent or vote with respect to the Bonds

unless authorized by Direct Participant in accordance with DTCs procedures. Under its usual procedures DTC

mails an Omnibus Proxy to the Bond Registrar and Paying Agent as soon as possible after the record date. The

Omnibus Proxy assigns Cede Co.s consenting or voting rights to those Direct Participants to whose accounts the

Bonds are credited on the record date identified in listing attached to the Omnibus Proxy.

Principal redemption premium if any and interest payments represented by the Bonds will be made by the

Paying Agent to Cede Co. or such other nominee as may be requested by an authorized representative of DTC.

DTCs practice is to credit Direct Participants accounts upon DTCs receipt of funds and corresponding detail

information from the County or the Paying Agent on the payable date in accordance with their respective holdings

shown on DTCs records. Payments by Participants to Beneficial Owners will be governed by standing instructions

and customary practices as is the case with securities held for the accounts of customers in bearer form or registered

in street name and will be the responsibility of such Participant and not of DTC the Paying Agent or the County

subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of principal

redemption premium if any and interest to Cede Co. or such other nominee as may be requested by an

authorized representative of DTC is the responsibility of the Paying Agent disbursement of such payments to

Direct Participants shall be the responsibility of DTC and disbursement of such payments to the Beneficial Owners

shall be the responsibility of Direct Participants and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time

by giving reasonable notice to the Paying Agent or the County. Under such circumstances in the event that

successor securities depository is not obtained Bonds are required to be printed and delivered. The County may

decide to discontinue use of the system of book-entry transfers through DTC or successor securities depository.

In that event Bonds will be printed and delivered to DTC.



NEITHER THE COUNTY NOR THE BOND REGISTRAR WILL HAVE RESPONSIBILITY OR

OBLIGATION TO DTC PARTICIPANTS OR TO INDIRECT PARTICIPANTS WITH RESPECT TO THE

ACCURACY OF ANY RECORDS MAINTAINED BY DTC ANY DIRECT PARTICIPANT OR ANY

INDIRECT PARTICIPANT ANY NOTICE THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO THE

OWNERS OF THE BONDS UNDER THE BOND RESOLUTION THE SELECTION BY DTC OR ANY

DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE PAYMENT IN THE

EVENT OF PARTIAL REDEMPTION OF THE BONDS THE PAYMENT BY DTC OR ANY DIRECT

PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE PRINCIPAL OR

REDEMPTION PREMIUM IF ANY OR INTEREST DUE WITH RESPECT TO THE BONDS ANY

CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS THE OWNER OF BONDS OR ANY

OTHER MATTERS.

So long as Cede Co. is the registered Owner of the Bonds as nominee for DTC references herein to

Owner or registered owners of the Bonds other than under the caption TAX EXEMPTION shall mean Cede

Co. as aforesaid and shall not mean the Beneficial Owners of such Bonds.

When reference is made to any action which is required or permitted to be taken by the Beneficial Owners

such reference shall only relate to those permitted to act by statute regulation or otherwise on behalf of such

Beneficial Owners for such purposes. When notices are given they shall be sent by the County or the Paying Agent

to DTC only.

Registration and Transfer

The Bonds will be transferable only upon the Bond Register maintained by the Bond Registrar and only

upon surrender of the Bond or Bonds to be transferred to the Bond Registrar with an appropriate instrument of

transfer executed by the transferor.

BOND INSURANCE

Payment Pursuant to Financial Guaranty Insurance Policy

Ambac Assurance Corporation Ambac Assurance has made commitment to issue financial guaranty

insurance policy the Financial Guaranty Insurance Policy relating to the Bonds effective as of the date of issuance of

the Bonds. Under the terms of the Financial Guaranty Insurance Policy Ambac Assurance will pay to The Bank of New

York in New York New York or any successor thereto the Insurance Trustee 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 Obligor

as such terms are defined in the Financial Guaranty Insurance Policy. Ambac Assurance will make such payments to

the Insurance Trustee on the later of the date on which such principal and/or interest becomes Due for Payment or within

one business day following the date on which Ambac Assurance shall have received notice of Nonpayment from the

Paying Agent/Bond Registrar. The insurance will extend for the term of the Bonds and once issued cannot be canceled

by Ambac Assurance.

The Financial Guaranty Insurance Policy will insure payment only on stated maturity dates and on mandatory

sinking fund installment dates in the case of principal and on stated dates for payment in the case of interest. If the

Bonds become subject to mandatory redemption and insufficient funds are available for redemption of all outstanding

Bonds Ambac Assurance will remain obligated to pay the principal of and interest on outstanding Bonds on the

originally scheduled interest and principal payment dates including mandatory sinking fund redemption dates. In the

event of any acceleration of the principal of the Bonds the insured payments will be made at such times and in such

amounts as would have been made had there not been an acceleration except to the extent that Ambac Assurance elects

in its sole discretion to pay all or portion of the accelerated principal and interest accrued thereon to the date of

acceleration to the extent unpaid by the Obligor. Upon payment of all such accelerated principal and interest accrued

to the acceleration date Ambac Assurances obligations under the Financial Guaranty Insurance Policy shall be fully

discharged.

In the event the Paying Agent/Bond Registrar has notice that any payment of principal of or interest on Bond

that has become Due for Payment and that is made to holder by or on behalf of the Obligor has been deemed



preferential transfer and theretofore recovered from its registered owner pursuant to the United States Bankruptcy Code

in accordance with final non-appealable order of court of competent jurisdiction such registered owner will be

entitled to payment from Ambac Assurance to the extent of such recovery if sufficient funds are not otherwise available.

The Financial Guaranty Insurance Policy does not insure any risk other than Nonpayment as set forth in the

Financial Guaranty Insurance Policy. Specifically the Financial Guaranty Insurance Policy does not cover

1. payment on acceleration as result of call for redemption other than mandatory sinking

fund redemption or as result of any other advancement of maturity

2. payment of any redemption prepayment or acceleration premium and

3. nonpayment of principal or interest caused by the insolvency or negligence of the Trustee

Paying Agent or Bond Registrar if any.

If it becomes necessary to call upon the Financial Guaranty Insurance Policy payment of principal requires

surrender of the Bonds to the Insurance Trustee together with an appropriate instrument of assignment so as to permit

ownership of such Bonds to be registered in the name of Ambac Assurance to the extent of the payment under the

Financial Guaranty Insurance Policy. Payment of interest pursuant to the Financial Guaranty Insurance Policy requires

proof of holder entitlement to interest payments and an appropriate assignment of the holders right to payment to Ambac

Assurance.

Upon payment of the insurance benefits Ambac Assurance will become the owner of the Bonds appurtenant

coupon if any or right to payment of the principal of or interest on such Bonds and will be fully subrogated to the

surrendering holders rights to payment.

Ambac Assurance Corporation

Ambac Assurance is Wisconsin-domiciled stock insurance corporation regulated by the Office of the

Commissioner of Insurance of the State of Wisconsin and is licensed to do business in 50 states the District of

Columbia the Territory of Guam the Commonwealth of Puerto Rico and the U.S. Virgin Islands with admitted assets

of approximately $9699000000 unaudited and statutory capital of approximately $6223000000 unaudited as of

September 30 2006. Statutory capital consists of Ambac Assurances policyholders surplus and statutory contingency

reserve. Standard Poors Ratings Services division of The McGraw-Hill Companies Inc. Moodys Investors

Service Inc. and Fitch Ratings have each assigned triple-A financial strength rating to Ambac Assurance.

Ambac Assurance has obtained ruling from the Internal Revenue Service to the effect that the insuring of an

obligation by Ambac Assurance will not affect the treatment for federal income tax purposes of interest on such

obligation and that insurance proceeds representing maturing interest paid by Ambac Assurance under policy provisions

substantially identical to those contained in the Financial Guaranty Insurance Policy shall be treated for federal income

tax purposes in the same manner as if such payments were made by the Obligor.

Ambac Assurance makes no representation regarding the Bonds or the advisability of investing in the Bonds

and makes no representation regarding nor has it participated in the preparation of this Official Statement other than the

information supplied by Ambac Assurance and presented under the heading BOND INSURANCE.

Available Information

The parent company of Ambac Assurance Ambac Financial Group Inc. the Company is subject to the

informational requirements of the Securities Exchange Act of 1934 as amended the Exchange Act and in

accordance therewith files reports proxy statements and other information with the Securities and Exchange

Commission the SEC. These reports proxy statements and other information can be read and copied at the SECs

public reference room at 100 Street N.E. Room 1580 Washington D.C. 20549. Please call the SEC at 1-800-SEC-

0330 for further information on the public reference room. The SEC maintains an internet site at http/Iwww.sec.gov

that contains reports proxy and information statements and other information regarding companies that file



electronically with the SEC including the Company. These reports proxy statements and other information can also be

read at the offices of the New York Stock Exchange Inc. 20 Broad Street New York New York 10005.

Copies of Ambac Assurances financial statements prepared in accordance with statutoly accounting standards

are available from Ambac Assurance. The address of Ambac Assurances administrative offices is One State Street

Plaza 19th Floor New York New York 10004 and its telephone number is 212668-0340.

tncorporation of Certain Documents by Reference

The following documents filed by the Company with the SEC File No. 1-10777 are incorporated by reference

in this Official Statement

I. The Companys Annual Report on Form 10-K for the fiscal year ended December 31 2005 and filed on March

13 2006

2. The Companys Current Report on Form 8-K dated and filed on April 26 2006

3. The Companys Quarterly Report on Form 10-p for the fiscal quarterly period ended March 31 2006 and filed

on May 102006

4. The Companys Current Report on Form 8-K dated July 25 2006 and filed on July 26 2006

5. The Companys Current Report on Form 8-K dated and filed on July 26 2006

6. The Companys Quarterly Report on Form 10-0 for the fiscal quarterly period ended June 30 2006 and filed on

August 2006

7. The Companys Current Report on Form 8-K dated and filed on October 25 2006 and

8. The Companys Quarterly Report on Form 10-p for the fiscal quarterly period ended September 30 2006 and

filed on November 2006.

All documents subsequently filed by the Company pursuant to the requirements of the Exchange Act after

the date of this Official Statement will be available for inspection in the same manner as described above in

Available Information.

SECURITY AND SOURCE OF PAYMENT

General

Both principal of and interest on the Bonds and any bonds hereafter issued on parity therewith are

payable from an irrevocable lien on and first pledge of all revenues received by the County from taxes fees charges

and other moneys collected by the State of Arizona the State and returned to the County for street and highway

purposes pursuant to Title 28 Chapter 18 Article Arizona Revised Statutes the Street and Highway

Revenues. See STREET AND HIGHWAY REVENUES herein. The Bonds are secured by Street and Highway
Revenues on parity with the $126835000 aggregate principal amount of outstanding street and highway revenue

bonds of the County and any additional street and highway revenue bonds hereafter issued on parity therewith.

See Additional Bonds below and Appendix Pima County Financial Information Street and Highway

Revenue Bonded Debt Outstanding.

The Bonds are limited obligations of the County secured only by the Street and Highway Revenues and do

not constitute debt of the County within the meaning of any constitutional charter or statutory provisions. The

owners of the Bonds shall have no right to compel the exercise of the taxing power of the County to pay principal of

or interest on the Bonds.



Additional Bonds

Statutory Requirements. Arizona Revised Statutes Section 11-378 presently requires that in order for the

County to issue additional bonds payable from Street and Highway Revenues the County must have received Street

and Highway Revenues in the year preceding the issuance of the additional bonds in an amount equal to at least one

and one-half times the highest annual principal and interest requirements thereafter to come due on all such bonds to

be outstanding following the issuance of the additional bonds provided that if the Street and Highway Revenues

received in the preceding year do not equal at least two times the highest annual principal and interest requirements

the proposed bonds must bear rating at the time of issuance of or better by at least one nationally recognized

credit rating service taking into account any credit enhancement facility in effect with respect to such bonds.

Bond Resolution Requirements. The Bond Resolution provides that additional bonds payable from Street

and Highway Revenues may be issued ifi the Street and Highway Revenues received by the County in the twelve-

month period immediately preceding the issuance of such additional bonds equals not less than two times the

maximum annual debt service on all such bonds outstanding and on such additional bonds to be issued ii the

payments required to be made into the bond fund for such bonds are current and iii no obligation payable from the

bond fund for such bonds is in default as to either principal or interest.

The County will have $147800000 in authorized but unissued street and highway revenue bond

authorization available after the issuance of the Bonds that may only be issued subject to meeting the requirements

outlined above. Additional bonds may be authorized at future elections.

Amendment of Bond Resolution

The County may modify the Bond Resolution without the consent of or notice to owners of the Bonds for

one or more of the following purposes to cure any ambiguity formal defect or omission or inconsistency ii to

grant to the owners of Bonds additional rights remedies powers or authority iii to secure additional revenues or

provide additional security or reserves iv to comply with state or federal securities laws to preserve the

exclusion of the interest on Bonds from gross income vi to make other changes which do not materially adversely

affect the interests of owners of Bonds vii to provide for the refunding or advance refunding of any Bonds and

viii to provide for the issuance of Parity Bonds as permitted by the provisions of the Bond Resolution.

Other amendments to the Bond Resolution may be made with the consent of the owners of not less than

majority in principal amount of the Bonds and parity bonds then outstanding but no such amendment may extend

the stated maturity of or time for paying interest on any Bond or reduce the principal amount of or the redemption

premium or rate of interest payable on any Bond without the consent of the owner of such Bond ii prefer or give

priority to any Bond over any other Bond without the consent of the owner of each Bond then outstanding not

receiving such preference or priority iii reduce the principal amount of Bonds which is required to authorize such

amendment without the consent of the owners of all Bonds then outstanding or iv reduce the redemption price of

any Bond upon optional redemption or reduce any period of time prior to commencement of any optional

redemption period without the consent of the owner of such Bond.

Defeasance

Under the Bond Resolution payment of all or any part of the Bonds may be provided for by the irrevocable

deposit with trustee of moneys or U.S. Government Obligations or both which with the maturing principal of and

interest on such U.S. Government Obligations if any will be sufficient as evidenced by certificate of an

accountant to pay when due the principal or redemption price of and interest on such Bonds. Any Bonds so

provided for will no longer be considered to be outstanding under the Bond Resolution and the owners of such

Bonds shall thereafter be entitled to payment only from the amounts and obligations deposited with the trustee.



STREET AND HIGHWAY REVENUES

The Bonds are issued pursuant to the Constitution and laws of the State including specifically Title II

Chapter Article 12 of the Arizona Revised Statutes and all amendments thereto the Act and the Bond

Resolution.

Under the provisions of the Act county may with voter approval borrow money and issue bonds for the

purposes of improving constructing reconstructing acquiring rights-of-way for or maintaining streets and highways

of the county. Principal of and interest on bonds issued for such purposes are secured by pledge of and lien on

such countys Street and Highway Revenues.

The following is summary of the Countys Street and Highway Revenue sources. Such summary does

not purport to be complete description of the revenue sources and accordingly is qualified by reference to the

Arizona Revised Statutes regarding these sources of revenue.

Highway User Tax Revenues

The Highway User Tax Revenues as described below are derived from and distributed pursuant to

highway and transportation financing program established by the State Legislature for the benefit of the State

counties within the State including the County and incorporated cities and towns within the State. The Highway

User Tax Revenues are held until distributed in the State Highway User Revenue Fund the Highway Revenue

Fund. Highway User Tax Revenues include number of sources of revenue. The principal sources and the

manner in which they are distributed are described below.

Highway User Tax Revenues currently include the following taxes fees and charges paid to the motor

vehicle division of the Arizona Department of Transportation ADOTand deposited into the Arizona Highway

User Revenue Fund motor vehicle fuel taxes and fuel use taxes ii motor vehicle registration fees iii motor

carrier fees iv portion of motor vehicle license in lieu taxes and motor vehicle operators license fees and

miscellaneous fees and revenues. These revenue sources are further described below.

Motor Vehicle Fuel Tax Revenues. Motor vehicle fuel taxes consist of motor vehicle fuel gasoline taxes

andmotor vehicle use fuel primarily diesel taxes. Every distributor of gasoline is required to pay fuel license tax

for each gallon of gasoline imported into or refined in the State. These are excise taxes imposed primarily upon

diesel fuel used in the propulsion of motor vehicles on the public highways of the State. The motor vehicle fuel

gasoline tax is currently assessed at the rate of $0.18 per gallon and the use fuel primarily diesel tax is assessed

at $0.18 for vehicles under 26001 pounds and other qualiliing vehicles and $0.26 per gallon for all other vehicles.

The motor vehicle fuel gasoline tax is collected by ADOT from licensed suppliers for each gallon of gasoline

possessed used or consumed in the State and the use fuel tax is collected by ADOT from the supplier or paid by the

user for the use of the highways in this State and remitted to ADOT.

Motor Vehicle Registration Fee Revenues. Motor vehicles are required to be registered in the State on

staggered monthly registration schedule. The fee for passenger
vehicles and non-commercial pickup trucks is $8

and for motorcycles the fee is $9 of which $1 is paid to the motorcycle safety fund. The fee for commercial motor

vehicles including trucks buses and taxis is $12 plus graduated registration fee based upon the declared gross

weight of the motor vehicle. Commercial motor vehicles that operate in several states may instead pay fees which

are prorated based on the ratio of operating mileage in the State to the total fleet operating mileage in all states.

Each motor vehicle registration fee is deposited in the Arizona Highway User Revenue Fund.

Motor Vehicle License In Lieu Tax Revenues. The motor vehicle license in lieu taxes are based upon the

value of the vehicle according to statutory formula and are collected with the vehicle registration fees. These

license taxes are distributed as follows 44.99% to the Arizona Highway User Revenue Fund ii 24.59% to the

general fund of the county where the motor vehicle is registered iii24.59% to the cities and towns of the county

where the motor vehicle is registered and iv 5.83% to the Local Transportation Assistance Fund for transit and

transportation purposes. The above distribution percentages are blended since the tax rates vary between new and

renewal vehicles. Only the portion of the motor vehicle license in lieu taxes deposited into the Arizona Highway

User Revenue Fund constitutes Highway User Revenues.



Mo/or Carrier Fee Revenues. The motor carrier fee is imposed on commercial motor vehicles whether

common contract or private carriers with gross weight in excess of 12000 pounds. The motor carrier fee

increases as the declared gross vehicle weight of the vehicle increases. All motor carrier fee revenues are deposited

to the Arizona Highway User Revenue Fund.

Motor Vehicle Operators License Fees and Miscellaneous Fees and Revenues. The balance of the

Arizona Highway User Revenue Fund revenues includes motor vehicle operators license fees and miscellaneous

fees and revenues. The miscellaneous fees and revenues include certificates of title fees oversize permit fees

inquiry fees investment income on moneys held in the Arizona Highway User Revenue Fund certain fines

penalties and other miscellaneous fees.

Distribution of Highway User Tax Revenues

After certain statutory annual allocations are made including $10000000 to the State Department of

Public Safety and $1000000 to the States Economic Strength Project Fund all remaining Highway User Tax

Revenues are allocated under the following statutory formula ADOT receives 50.5% counties 19% cities of over

300000 population 3% and all incorporated cities and towns 27.5%. The monies distributed to counties are

allocated among the counties in the State and distributed on monthly basis as follows 72% of the funds are

distributed among the counties in proportion to the sale and consumption of fuel within each county during the

month preceding the distribution at issue and ii the remainder is distributed among the counties based on the

proportionate population within the unincorporated areas of each county.

Receipt of monies under this distribution formula is subject to certain adjustments reporting requirements

and limitations including requirement that the County comply with the procedural guidelines established by ADOT
and the standards established by the Technical Advisory Committee of ADOT when submitting ADOT required data

and information concerning the status of transportation systems. The County has covenanted in the Bond Resolution

to comply with these provisions of the law and also to meet certain local revenue spending requirements.

The Arizona statutes provide the Highway User Tax Revenues may only be used for purposes prescribed in

the State Constitution and that cities and counties may not use Highway User Tax Revenues for the enforcement of

traffic laws or the administration of traffic safety programs. If the Auditor General of Arizona reports to the State

Treasurer after conducting performance audit that city or county has not used an amount of Highway User Tax

Revenues as prescribed by law the State Treasurer shall withhold its Highway User Tax Revenues until such city or

county presents evidence satisfactory to the Auditor General showing that it has spent for such prescribed purposes

at least like amount from other general revenue sources.

Since 1981 the Arizona Legislature has on several occasions enacted legislation to fund the States

transportation needs. In both 1981 and 1985 comprehensive transportation finance programs were enacted that

significantly increased transportation funding in the State and put into place many of the current funding

mechanisms. The Arizona Legislature has previously altered and may in the future alter the type and/or rate of

the taxes fees and charges which are deposited into the State Highway User Revenue Fund or the allocation

formulas for such moneys. The authority of the State Legislature to make such changes in the allocation of moneys

deposited into the State Highway User Revenue Fund is subject to the requirement of the Arizona Constitution that

the majority of the items comprising the Highway User Tax Revenues may only be used for highway-related

purposes including but not limited to paying debt service on bonds issued for such purposes by the State and

political subdivisions such as the County. In addition the Arizona Supreme Court has indicated that the State

Legislature may not reduce revenues to any recipient who has issued street and highway user revenue bonds in such

manner which impairs the recipients ability to meet debt service requirements on such bonds.



The following tables indicate for the periods shown the amount of Highway User Tax Revenues collected

by the State and the number of motor vehicle registrations and gallons of motor vehicle fuel taxed within the State

and the County.

STATE OF ARIZONA

HIGHWAY USER TAX REVENUES.

000

Source Arizona Department of Transportation Administrative Services Division

MOTOR VEHICLE REGISTRATIONS

Fiscal

Year

2005-06

2004-05

2003-04

2002-03

200 1-02

Total Number of

Vehicle Registrations

6318402
5945131

5079849

4844172

4690865

Percentage

Change

6.3%

17.0%

4.9%

3.3%

I.l%

Total Number of

Vehicle Registrations

853928

825806

733810

704394

687668

Percentage

Change

3.4%

12.5%

4.2%

2.4%

0.5%

Source Arizona Department of Transportation Motor Vehicle Division

GALLONS OF MOTOR VEHICLE FUEL TAXED

Fiscal

Year

2005-06

2004-05

2003-04

2002-03

200 1-02

State of Arizona

Total Gallons Percentage

Taxed Change

3600184049 1.22%

3556759467 3.69%

3430332569 2.48%

3347257504 1.65%

3292998725 4.87%

Pima County

Total Gallons Percentage

Taxed Change

510772029 0.79%
514834562 1.00%

509735935 0.74%
513530700 2.24%

502266054 0.2 1%

Includes both gasoline and use fuel gallonage.

Source Arizona Department of Transportation Motor Vehicle Division.

Gasoline Registration Motor License Total

Fiscal Use Fuel In Lieu Carrier Fees Highway User

Year Revenues Taxes Tax Other Tax Revenues

2005-06 $702541 $532669 $40504 $5591 $1331625

2004-05 675652 482354 37980 49567 1245553

2003-04 642533 458900 34617 43510 1179561

2002-03 613635 423274 32856 41490 1111256

2001-02 596325 408851 29347 41873 1076396

State of Arizona Pima County
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Street and Highway Revenues Received by the County

The following table sets forth the annual Street and Highway Revenues received by the County during the

most recent five-year period.

PIMA COUNTY
STREET AND HIGHWAY REVENUES

Street Highway

Fiscal Year Revenue Receipts

2005-06 $56936526

2004-05 53878131

2003-04 51334009

2002-03 48071873

2001-02 47071345

Source Pima County Finance and Risk Management Department.

II



STREET AND HIGHWAY REVENUE BOND DEBT SERVICE

REQUIREMENTS AND DEBT SERVICE COVERAGE

Street

Highway Outstanding Total Debt Debt Service

Fiscal Revenues Debt Series 2007 Bonds Service Coverage

Year Pledged Service Principal Interest Requirements 14
2005-06 $56936526

2006-07 $16691550 $453363 $17144913 3.32

2007-08 16497525 906725 17404250 3.27

2008-09 15741413 $750000 906725 17398138 3.27

2009-10 15755544 785000 871100 17411644 3.27

2010-I 15751763 830000 833813 17415575 3.27

2011-12 15757600 865000 794388 17416988 3.27

2012-13 8827663 1415000 753300 10995963

2013-14 8843063 1485000 686088 11014150

2014-15 8867263 1555000 615550 11037813

2015-16 8904463 1635000 541688 11081150

2016-17 8901300 1715000 464025 11080325

2017-18 8938525 1805000 382563 11126088

2018-19 5486800 1895000 296825 7678625

2019-20 5547600 1990000 221025 7758625

2020-21 2085000 138938 2223938
2021-22 2190000 71175 2261175

2022-23

As reported by the Arizona Department of Transportation and the County for fiscal year 2005-06.

Does not include three loans currently outstanding in the aggregate principal amount of $5.70 million that the

County received in 2002 and 2006 from the Highway Expansion and Extension Loan Program HELP of

DOT. The loans from the HELP program allowed the County to accelerate by several years the completion of

various projects that were scheduled to be funded from Federal aid highway revenues in future years. Final

payments on two of the loans are due in January 2007 and on one of the loans in June 2009. Each loan is

payable solely from revenues received by the County from the Arizona Highway User Revenue Fund on basis

junior and subordinate to amounts due on the Bonds and all parity bonds.

The first interest payment date is July 2007.

Pursuant to the Bond Resolution in order for the County to issue parity bonds the Street and Highway

Revenues received for the year immediately preceding the issuance of such Bonds must be equal to at least two

times the highest annual debt service requirement on all outstanding parity bonds including the Bonds and the

bonds proposed to be issued. The debt service coverage shown reflects the calculations of this requirement.

See SECURITY AND SOURCE OF PAYMENT Additional Bonds herein.
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LEGAL MATTERS

Certain legal matters incident to the authorization issuance and sale of the Bonds by the County are subject

to the approving opinion of Squire Sanders Dempsey L.L.P. Bond Counsel to the County. Copies of such

opinion will be available at the time of delivery of the Bonds. The form of opinion is included as Appendix to this

Official Statement. Fees of Bond Counsel will be paid from Bond proceeds.

TAX EXEMPTION
General

In the opinion of Squire Sanders Dempsey L.L.P. Bond Counsel under existing law interest on the

Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code

of 1986 as amended the Code and is not an item of tax preference for purposes of the federal alternative minimum

tax imposed on individuals and corporations and ii interest on the Bonds is exempt from Arizona state income tax.

Bond Counsel will express no opinion as to any other tax consequences regarding the Bonds.

The opinion on federal tax matters will be based on and will assume the accuracy of certain representations

and certifications and continuing compliance with certain covenants of the County to be contained in the transcript of

proceedings and that are intended to evidence and assure the foregoing including that the interest on the Bonds is and

will remain excluded from gross income for federal income tax purposes. Bond Counsel will not independently verilj

the accuracy of those certifications and representations or compliance.

The Code prescribes number of qualifications and conditions for the interest on state and local government

obligations to be and to remain excluded from gross income for federal income tax purposes some of which require

future or continued compliance after issuance of the obligations in order for the interest to be and to remain so excluded

from the date of issuance. Noncompliance with these requirements by the County may cause the interest on the Bonds

to be included in gross income for federal income tax purposes and thus to be subject to federal income tax

retroactively to the date of their issuance. The County has covenanted to take the actions required of it for the interest

on the Bonds to be and to remain excluded from gross
income for federal income tax purposes and not to take any

actions that would adversely affect that exclusion.

portion of the interest on the Bonds earned by corporations may be subject to the federal corporate

alternative minimum tax. In addition interest on the Bonds may be subject to federal branch profits tax imposed on

certain foreign corporations doing business in the United States and to federal tax imposed on excess net passive

income of certain corporations.

Pursuant to the Code the exclusion of interest from gross income for federal income tax purposes may have

certain adverse federal income tax consequences on items of income deduction or credit for certain taxpayers

including financial institutions certain insurance companies recipients of Social Security and Railroad Retirement

benefits those that are deemed to incur or continue indebtedness to acquire or carry tax-exempt obligations and

individuals otherwise eligible for the earned income tax credit. The applicability and extent of these or other tax

consequences will depend upon the particular tax status or other tax items of the owner of the Bonds. Bond Counsel

will express no opinion regarding such consequences.

Purchasers of the Bonds at other than their original issuance at the respective prices indicated on the inside

front cover of this Official Statement should consult their own tax advisers regarding other tax considerations such as

the consequences of any market discount.

Original Issue Discount/Original Issue Premium

Certain of the Bonds Discount Bonds as indicated on the front cover of this Official Statement may be

offered and sold to the public at an original issue discount OLD. OlD is the excess of the stated redemption price at

maturity the principal amount over the issue price of Discount Bond. The issue price of Discount Bond is the

initial offering price to the public other than to bond houses brokers or similar persons acting in the capacity of

underwriters or wholesalers at which substantial amount of the Discount Bonds of the same maturity is sold pursuant
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to that offering. For federal income tax purposes OlD accrues to the owner of Discount Bond over the period to

maturity based on the constant yield method compounded semiannually or over shorter permitted compounding

interval selected by the owner. The portion of OlD that accrues during the period of ownership of Discount Bond

is interest excluded from the owners gross income for federal income tax purposes to the same extent and subject to

the same considerations discussed above as to other interest on the Bonds and ii is added to the owners tax basis for

purposes of determining gain or loss on the maturity redemption prior sale or other disposition of that Discount Bond.

purchaser of Discount Bond in the initial public offering at the price for that Discount Bond stated on the

front cover of this Official Statement who holds that Discount Bond to maturity will realize no gain or loss upon the

retirement of that Discount Bond.

Certain of the Bonds for purposes of this subheading Premium Bonds as indicated on the front cover of

this Official Statement may be offered and sold to the public at price in excess of their stated principal amounts

payable at the scheduled principal payment dates. That excess constitutes premium. For federal income tax purposes

premium is amortized over the period to scheduled principal payment date of Premium Bond based on the yield to

scheduled principal payment date of that Premium Bond or in the case of Premium Bond callable prior to its

scheduled principal payment date the amortization period and yield may be required to be determined on the basis of

an earlier call date that results in the lowest yield on that Premium Bond compounded semiannually. No portion of

that premium is deductible by the owner of Premium Bond. For purposes of determining the owners gain or loss on

the sale payment including payment at the scheduled principal payment date or other disposition of Premium Bond
the owners tax basis in the Premium Bond is reduced by the amount of premium that accrues during the period of

ownership. As result an owner may realize taxable gain for federal income tax purposes from the sale or other

disposition of Premium Bond for an amount equal to or less than the amount paid by the owner for that Premium

Bond. purchaser of Premium Bond in the initial public offering at the price for that Premium Bond stated on the

inside front cover of this Official Statement who holds that Premium Bond to its scheduled principal payment date or
in the case of callable Premium Bond to its earlier prepayment date that results in the lowest yield on that Premium

Bond will realize no gain or loss upon the retirement of that Premium Bond.

Owners of Premium Bonds should consult their own tax advisors as to the determination for federal income

tax purposes of the amount of premium properly accruable in any period with respect to the Premium Bonds and as to

other federal tax consequences and the treatment of bond premium for purposes of state and local taxes on or based on
income.

LITIGATION

To the knowledge of the County no litigation or administrative action or proceeding is pending or

threatened to restrain or enjoin or seeking to restrain or enjoin the issuance or delivery of the Bonds the collection

or receipt of revenues to pay the principal of and interest on the Bonds contesting or questioning the proceedings

and authority under which the Bonds have been authorized and are to be issued sold executed or delivered or the

validity of the Bonds. The County will deliver certificate to that effect at the time of the original delivery of the

Bonds.

The County has been named as defendant in several lawsuits for which the County believes either that it

has adequate self-insurance or insurance coverage in the event of liability or that such liability would not otherwise

materially and adversely affect the financial condition of the County.

RATINGS

Moodys Investors Service Moodys and Standard Poors Rating Group SP have assigned the

Bonds the ratings of Aaa and AAA respectively with the understanding that upon delivery of the Bonds

financial guaranty insurance policy will be issued with respect to the Bonds by Ambac Assurance. Moodys and

SP have also assigned the Bonds underlying ratings of Al and AA respectively. Such ratings reflect only the

respective views of Moodys and SP and any explanation of the meaning or significance of the ratings may only

be obtained from the rating agencies. The County furnished to the rating agencies certain information and materials

some of which may not have been included in this Official Statement relating to the Bonds or the County.
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Generally rating agencies base their ratings on such information and materials and on their own

investigations studies and assumptions. There can be no assurance that rating when assigned will continue for any

given period of time or that it will not be lowered or withdrawn entirely by rating agency if in its judgment

circumstances so warrant. Any lowering or withdrawal of rating may have an adverse effect on the marketability

or market price of the Bonds.

CONTINUING SECONDARY MARKET DISCLOSURE

The County has covenanted for the benefit of holders of the Bonds to provide certain financial information

and operating data relating to the County by not later than the first business day in February in each year

commencing February 2008 the Annual Report and to provide notices of the occurrence of certain

enumerated events if material the Notice of Material Events. The Annual Report will be filed by the County

with each Nationally Recognized Municipal Securities Information Repository and with any state information

depository established by the State. At present no such state information depository has been designated. The

Notices of Material Events will be filed by the County with each Nationally Recognized Municipal Securities

Information Repository and with any state information depository established by the State. The specific nature of

the information to be contained in the Annual Report and the Notices of Material Events is set forth in Appendix

Continuing Disclosure Undertaking.

These covenants have been made in order to assist the underwriter of the Bonds in complying with S.E.C.

Rule 15c2-l2b5 the Rule. Pursuant to Arizona law the ability of the County to provide information pursuant

to such covenants is subject to annual appropriation to among other things cover the costs of preparing and mailing

the Annual Report and the Notices of Material Events to each Nationally Recognized Municipal Securities

Information Repository and to any state information depository established by the State. failure by the County to

comply with these covenants must be reported in accordance with the Rule and must be considered by any broker

dealer or municipal securities dealer before recommending the purchase or sale of the Bonds in the secondary

market. Consequently such failure may adversely affect the transferability and liquidity of the Bonds and their

market price.

The County failed to file certain schedules as part of its continuing disclosure requirements related to its 1998

Sewer Revenue Bonds by February 2002. The disclosures were filed however with all Nationally Recognized

Municipal Securities Information Repositories by July 2002. The County has otherwise complied with all existing

continuing disclosure undertakings relating to the County in all material respects.

FINANCIAL STATEMENTS

Included as Appendix of this Official Statement are excerpts of the Countys Comprehensive Annual

Financial Report for the fiscal year ended June 30 2006. The County has not requested or obtained the consent of

the Office of the Arizona Auditor General to include such excerpts in the Official Statement and the Office of the

Arizona Auditor General has performed no procedures subsequent to rendering their opinion on such

Comprehensive Annual Financial Report.

ADDITIONAL INFORMATION

Additional information and copies of the Official Statement may be obtained from RBC Dam Rauscher

Inc. doing business under the name RBC Capital Markets 2398 East Camelback Road Suite 700 Phoenix Arizona

85016 telephone 602-381-5368 Financial Consultant to the County.

CONCLUDING STATEMENT

To the extent that any statements made in this Official Statement involve matters of opinion or estimates

whether or not expressly stated to be such they are made as such and not as representations of fact or certainty and

no representation is made that any of these opinions or estimates have been or will be realized. Information in this

Official Statement has been derived by the County from official and other sources and is believed by the County to
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be accurate and reliable. Information other than that obtained from official records of the County has not been

independently confirmed or verified by the County and its accuracy is 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 part of contract with the original purchasers or subsequent owners of the Bonds.

By /s/ Richard Elias

Chairman Board of Supervisors

By 1sf C.H. Huckelberry

County Administrator
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APPENDIX

PIMA COUNTY ARIZONA
General Economic And Demographic Information

General Information

Pima County Arizona the County is located in the southern portion of the State of Arizona Arizona
or the State with section of its southern boundary bordering Mexico. The boundaries of the County encompass

an area of approximately 9184 square miles. Organized in 1864 by the Arizona Territorial Legislature as one of the

States four original counties the County is today the second most populous county in Arizona with an estimated

2005 population of 957635 Approximately 55% of the Countys population resides in the City of Tucson Arizona

Tucson the County seat of government and southern Arizonas largest city.

TABLE

Population Statistics For Pima County
the City of Tucson and the State of Arizona

Pima City of State of

County Tucson Arizona

2005 Estimate 957635 529770 6044985

2000 Census 843746 486699 5130632

1990 Census 666880 405390 3665228

1980 Census 531443 330537 2716546

1970 Census 351667 262933 1775399

1960 Census 265660 212892 1302161

Population estimate as of July 12005.

Source U.S. Department of Commerce Bureau of the Census Arizona Department of Economic Security

Population Statistics.

Organization

The County is governed by five-member Board each of whom is elected for four-year term to represent

one of the designated districts within the County. The chair is selected by the Board from among its members. The

Board is responsible for establishing the policies of the various County departments and approving the annual

budgets of these departments. The Board appoints County Administrator who is responsible for the general

administration and overall operations of the various departments of the County.

Mr. Charles H. Huckelberry was appointed County Administrator in December 1993. From 1987 to 1993

Mr. Huckelberry served as an Assistant County Manager with responsibility for the administration of public works.

He served as the Director of Pima Countys Department of Transportation and the Flood Control District the

District from 1979 to 1987 as Deputy Director of the Department from 1976 to 1979 and as the Departments

Manager of Field Engineering from 1974 to 1976. He was self employed as civil engineering and land surveying

consultant for one year. From 1972 to 1973 Mr. Huckelberry was employed as Research and Development

Engineer for the Shell Oil Company. He holds both Bachelor of Science Degree in Mining Engineering and

Master of Science Degree in Civil Engineering from the University of Arizona and is registered professional

engineer and land surveyor as well as member of numerous professional organizations.

Mr. Thomas Burke was appointed Finance and Risk Management Director in January 2005 and had served

as Deputy Director of Finance from May 2004. Prior to his move to Finance Mr. Burke served as Deputy Director

of Pima Countys Department of Natural Resources Parks and Recreation from 2003 to 2004. From 2000 to 2003

he was Deputy County Attorney representing various Pima County departments primarily including the County
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Assessor the County Treasurer and Public Works departments. From 1989 to 1998 Mr. Burke served as the

Manager of Pima Countys Real Property Services and from 1994 to 1998 also served as the Countys

Superintendent of Streets overseeing special taxing districts. During 1998 to 2000 he was partner in an Arizona

law firm representing local governments. Prior to his work with Pima County Mr. Burke was an attorney with

Tucson law firm from 1983 to 1989 and was Certified Public Accountant with Ernst Whinney from 1976 to

1980. Mr. Burke holds Bachelor of Science in Business Administration with major in Accounting and Juris

Doctor both from the University of Arizona and is licensed as an attorney in the State of Arizona.

Transportation

Tucson is the economic and transportation center of the County as well as southern Arizona. Tucson is

traversed by Interstates 10 and 19 as well as State Highways 77 83 85 and 86. Interstate 10 passes through Tucson

and connects Tucson with the City of Phoenix Arizona to the north and Los Angeles California to the west and

New Mexico and Texas to the east. Interstate 19 provides access to the City of Nogales Arizona and Mexico to the

south while U.S. Highway 86 connects with direct route to the Gulf of California vacation areas. The main line of

the Union Pacific Railroad extends across Tucson to the eastern portion of the County. Tucson International

Airport located approximately 20 minutes from Tucsons downtown business area provides local regional national

and international air service through several airlines. The airport has an 11000-ft. lighted paved primary runway

9100-fl. paved secondary runway and 7000-fl paved runway all of which can accommodate all major types of

carriers. The County is also served by Greyhound bus lines and Amtrak.

Economy

The economy of the County is based largely on variety of service industries trade and government

employment these three industries represented nearly 84.9% of total employment in 2005. Figures from the Arizona

Department of Economic Security indicate that 365800 persons were employed on average not including the

agricultural industry in the County in 2005. The following table presents the Countys average annual total

employment by industry for the years indicated

TABLE

Pima County

Average Annual Employment

Number of Persons Employed 2001-2006

Industry 2001 2002 2003 2004 2005 2006

Goods Producing

Natural Resources and Mining 1800 1500 1200 1200 1400 1700

Construction 22700 22500 22900 23700 25700 27900

Manufacturing 33000 30500 28700 28300 28200 29000

Service Producing

Trade Transportation and Utilities 55300 54400 54400 54600 58500 60200

Information 7700 7900 7600 7700 7200 7100

Financial Activities 14400 14400 15100 15900 16400 17500

Professional and Business Services 41300 41500 41300 41800 45800 48200

Education and Health Services 41800 43600 45600 47700 50300 52200

Leisure and Hospitality 38200 37300 36500 37700 40200 42900

Other Services 14300 14500 14500 14800 14700 14800

Government 76800 77900 78200 78100 77400 76200

Total Wage Salary Employment 347300 346000 346000 351500 365800 377700

Da collected through August 31 2006.

Source Arizona Department of Economic Security.
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The average unemployment rate for the County in 2005 was 4.6%. The average annual unemployment rate

for 2004 and 2003 was 4.6% and 5.3% respectively. The table below shows comparative unemployment rates for

the County the State and the United States.

TABLE

Pima County

Comparative Employment Statistics

Pima County Unemployment Rate

Calendar Average Average Pima

Year Employment Unemployment County Arizona U.S.

2006 426700 19100 4.3% 4.4% 4.7%

2005 415500 20000 4.6% 4.7% 5.1%

2004 416800 20200 4.6% 5.0% 5.5%

2003 403200 22500 5.3% 5.7% 6.0%

2002 397600 23700 5.6% 6.1% 5.8%

2001 395500 17900 4.3% 4.7% 4.7%

Data collected through August 31 2006.

Source Arizona Department of Economic Security

TABLE

Pima County

Major Employers

Approximate

Number of Full-

Company Type of Business Time Equivalents

Raytheon Missile Systems Missile Manufacturing 10756

University of Arizona Education 10282

State of Arizona Government 9742

Davis-Monthan Airforce Base Military 8233

Tucson Unified School District Education 7623

Pima County Government 6765

City of Tucson Government 5306

Wal-Mart Stores Inc. Retail 4980

Phelps Dodge Mining Company Mining 4123

Carondelet Health Network Health Care 3751

Tohono OOdham Nation Tribal Government 3665

TMC Health Care Health Care 3276

University Medical Center Corp. Health Care 2969

U.S. Border Patrol Government 2500

Pima Community College Education 2248

Pascua Yaqui Tribe Tribal Government 2184

Amphitheater Public Schools Education 2174

Sunnyside Unified School District Education 2126

Frys Food and Drug Stores Retail 2063

CheckMate Professional Employer Service 2036

Source The Star 200 Directory published by The Arizona Daily Star March 2006.
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Services

From 2001 to 2005 the service-providing industry in the County excluding Government employees

expanded by 20100 jobs or 9.4%. The average annual employment in the service-providing industry in 2005 was

233100. It is anticipated that as the County continues to grow in population and economic activity the service-

providing industry will continue to be significant contributor. As detailed above Health Care and Education were

dominating force in the service-providing industry.

Government

Government employment plays an important role in the County with Federal State and local government

employees numbering approximately 77400 in 2005. This sector expanded by 600 jobs from 2001 to 2005. The

State of Arizona and the Davis-Monthan Air Force Base are significant contributors to government employment in

the County see Pima County Major Employers listed in the above table. The Davis-Monthan Air Force Base is

major training ground for active duty members on the A-b Warthog aircraft. The facility is also responsible for

the education of tactical missile crews. Its storage capacity of 2500 aircraft is the largest in the world. In the past

Davis-Monthan Air Force Base has been included reportedly on lists of installations considered for closure or

realignment by the Defense Base Closure and Realignment Commission. There can be no assurances that Davis

Monthan Air Force Base will not be included on similar lists in the future. Any such closure or realignment would

most likely be subject to review and approval by among others the Department of Defense and the President of the

United States and would have negative but unquantifiable effect on the County.

Manufacturing

The manufacturing sector continues to be dominated by the high technology industries of aerospace and

electronics. Raytheon Missile Systems the largest manufacturing company in the County is major supplier of

advanced munitions. Civilian aviation products and services are provided by Bombardier which has an aircraft

maintenance facility in Tucson and Universal Avionics Systems Corp. which builds and installs advanced

instrumentation communication and navigation systems for civil aircraft. Texas Instruments and International

Business Machines manufacture electronic circuitry and data storage devices. Ventana Medical Systems provides

computerized medical laboratory equipment.

Average annual employment in the manufacturing sector within the County in 2005 was 28200

representing 7.7% of the Countys total wage and salary employment base. Manufacturing employment during 2004

and 2003 averaged 28300 and 28700 respectively.

The following table presents the major manufacturers in the County and Tucson metropolitan area

TABLE

Metropolitan Pima County

Major Manufacturers

Approximate 2006

Company Type of Business Employment

Raytheon Missile Systems Missile Manufacturing 10756

International Business Machines Corp. Computer Systems 1800

Honeywell Aerospace Aircraft Electronic Systems 740

Texas Instruments Semiconductor Products 650

Bombardier Aerospace Aircraft Maintenance 600

Ventana Medical Systems Inc. Computer Systems 498

Northrop Grumman Corp. Missile Manufacturing 450

Hart Cooley Air Registers 375

Beacon Group SW Inc. Contract Labor Work 347

Kalil Bottling Co. Soft Drinks 322

Source The Siar 200 Directory published by The Arizona Daily Star March 2006.
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The Countys proximity to Mexico makes twin plant maquiladora operations practical. Components are

manufactured in Tucson and transported duty-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 Faucets and Masterlock. These manufacturers contribute to the Countys economy in many

ways including the support of numerous suppliers and peripheral industries. The proximity of the Mexican border is

more significant to manufacturing concerns given the existence of the North American Free Trade Agreement

between Canada the United States and Mexico. However the uncertainty of the Mexican economy may negatively

impact the growth of the previously described manufacturing concerns.

The County has encouraged the location of industry within the community by the development of 33

industrial parks and funding in conjunction with Tucson the Tucson Regional Economic Opportunities Inc.

private non-profit corporation.

Tourism

Tourism is an important economic mainstay in the County and the Tucson area. The Countys climate

historical and cultural sites location and proximity to vacation areas in California Mexico and other Southwest

destinations attract vacationers conventioneers and other visitors. The Metropolitan Tucson Convention and

Visitors Bureau estimates that over 700 convention bookings with 199738 convention delegates visited the Tucson

area in fiscal year 2005-06. In the Tucson area there are 232 hotels and resorts with over 15165 rooms. Points of

interest recreational sites and sight-seeing attractions include the Arizona-Sonora Desert Museum Kitt Peak

National Observatory Pima Air and Space Museum Titan Missile Museum Saguaro National Monument Mission

San Xavier del Bac Mount Lemmon Sabino Canyon Biosphere and numerous resorts and golf courses. In

addition the Tucson metropolitan area is the home of spring training for Major League Baseballs Arizona

Diamondbacks Chicago White Sox and Colorado Rockies.

According to the Arizona Hospitality Research Resource Center nearly $1.4 billion was spent in the

County in 2005. These figures include the estimated tourist portion of amusement bar and restaurant hotel and

motel and retail gross sales. Shown below are tourist dollars expended in the County and State economies between

2001 and 2005.

Total Tourist Expenditures

in millions

Year Pima County State of Arizona

2005 $1435 $9680

2004 1283 8515

2003 1190 7808

2002 1163 7441

2001 1161 7413

Source Arizona Hospitality Research Resources Center.

Education

The University of Arizona the University provides approximately 14363 jobs to the area and is an

important link to the economic growth of the County. Its presence as research university has assisted in attracting

new business enterprises. The academic organization of the University is comprised often undergraduate colleges

five graduate colleges and number of interdisciplinary programs. Enrollment figures for the fall semester of 2005

were estimated at 34237 undergraduate and graduate full-time students. This enrollment includes students in

continuing education programs interns and residents post-doctoral programs and on-campus non-credit students.

Pima County Community College offers two-year programs in vocational and technical education. Total

student enrollment for Pima County Community College for 2004-05 was estimated at 75408 students.

Source University of Arizona and Pima County Community College.
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Wholesale and Retail Trade

Wholesale and retail trade includes restaurants hotels taverns service stations automobile repair shops

shopping malls and wholesale dealers. The largest individual employers in the retail sector companies with more

than 1000 employees are Wal-Mart Stores Bashas Inc. Safeway Stores Inc. Frys Food and Drug Stores

Walgreen Co. Home Depot Albertsons-Osco and Crosstown Traders.

The retail sales figures set forth below are based on the sales tax collections within the County excluding

penalties late charges and nontaxable items. The sales tax rate levied by the State on retail sales within the County

is 5.6%. In addition cities and towns within Pima County generally levy 2% to 2.5% sales tax. Beginning July

2006 the Regional Transportation Authority began levying 0.5% sales tax.

The following table sets forth retail sales figures in the County for the past five full years.

TABLE

Pima County Retail Sales

Year Amount Change

2006 $5254658935 N/A

2005 7201701654 9.21%

2004 6594312765 6.08%

2003 6216097166 3.39%

2002 6012022946 1.13%

2001 5944792196 2.20%

Excludes Food Sales and Gas Tax.

Through August 2006

Source Arizona Department of Revenue.

Financial Institutions

The following table illustrates the total dollars on deposit with participating banks in the County on

December31 of each year.

TABLE

Pima County

Bank Deposits

Year Amount

2005 $8402642000

2004 7552788000

2003 6954508000
2002 6062996000
2001 6157765000

As of December 31 for commercial banks savings institutions and U.S. branches of foreign banks.

Source Arizona Bankers Association.
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Mining

According to the Arizona Mining Association Arizona leads the nation in copper production accounting

for 65% of the total U.S. mine production. However the cyclical nature of this industry has caused some

consolidation of its resources to improve production. In the early 1980s the Arizona copper industrys direct

economic impact on the Arizona economy regularly exceeded $1.0 billion peaking in 1981 at approximately 1.612

billion when the industry employed roughly 25000 persons. This level of impact dropped to $0875 billion in 1986

but increased to $1.49 billion in 1999. The direct economic impact of the industry statewide was approximately

$1.605 billion $1296 billion and $1087 billion in 2005 2004 and 2003 respectively. The direct impact of the

copper industry within the County was nearly $580 million in 2005 $42 Imillion in 2004 and $370 million in 2003.

Employment in the mining industry within the County was approximately 1400 in 2005 1200 in 2004 and 1200 in

2003.

Agriculture

Agriculture plays less significant role in the economy of the County as whole but small portion of the

County relies on agriculture as its leading economic source. Principal crops harvested are cotton wheat and hay as

well as vegetables. The following table sets forth the total cash receipts for all crops and livestock products in the

County for the most recent five years for which reports are available.

TABLE

Cash Receipts From Agricultural Marketing

Total Crops and Livestock

Pima County

Year Receipts

2005 $84452000

2004 80103000

2003 68694000

2002 51983000

2001 48013000

Source Arizona Agricultural Statistics Bulletin September 2005.

Building Permits

The following tables were compiled from Arizona Construction Report publication of Arizona Real

Estate Center L. William Seidman Research Institute College of Business Arizona State University. The Center

obtains its data from county and municipal divisions which issue such permits. Construction is valued on the basis

of estimated cost of project not on market price or the value of construction at the time the permit is issued. The

date at which the permit is issued should not be construed as the date of construction.
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TABLE

Pima County

Value of Building Permits

Year Residential Commercial Industrial Other Total

2006a 973877000 $128490000 $5555000 $51173000 $1159095000

2005 2180381000 315946000 8546000 150686000 2655559000

2004 1680800000 284275000 16206000 117220000 2098501000

2003 1386884000 312257000 8717000 82909000 1790767000

2002 1089239000 277762000 10766000 131771000 1509538000

2001 989210000 234454000 23526000 98008000 1345198000

Data for 2006 is through June 30 2006.

Source Arizona Real Estate Center ASU Polytechnic Campus Arizona State University.

TABLE 10

Pima County

New Housing Starts

Total Housing

Year Units Permitted

2006 5817

2005 12272

2004 11452

2003 9635

2002 8915

2001 8735

Data for 2006 is through June 30 2006.

Source Arizona Real Estate Center ASU Polytechnic Campus Arizona State University.

Counties are required to adopt Comprehensive Plan and cities and towns General Plan under Arizona

laws adopted in 1998 and 2000. All subsequent rezoning activity must conform to the plan. Most cities and towns

and each of the larger counties including Pima are required to plan for growth areas and identif the means to

provide necessary public services in the future. In addition to environmental and infrastructure elements an analysis

of available water is also required. Pima Countys Comprehensive Plan was updated and adopted in 2001. State law

requires that every 10 years the plan be redone or updated and approved by the voters. Also as result of these

laws counties have broader authority to adopt development impact fees and review lot splitting. Pima County has

been implementing the policies of the Comprehensive Plan since its adoption.
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APPENDIX

PIMA COUNTY ARIZONA
Financial Information

Introduction

The fiscal year for the County is from July through June 30. The Countys budget process is an ongoing

function. Each fiscal years process starts with the issuance in December of guidelines to all departments within

which budgets must be developed. Department budget requests are submitted in February. review process then

takes place culminating with the County Administrators submission of proposed budget to the Board in time for

budget hearings in mid-June. State statutes require that tentative budget be adopted by the Board no later than the

third Monday in July. At the time the final budget is adopted which can be no later than the first Monday in August

of each year
the Board of Supervisors holds public hearing and meeting to determine the tax levy needed to

support the budget. Taxes are then assessed and levied no later than the third Monday in August.

Expenditure Limitation

Beginning in fiscal year 198 1-82 the County became subject to an annual expenditure limitation which is

set by the Arizona Economic Estimates Commission. This limitation is based on the Countys annual expenditures

for fiscal year 1979-80 with this base adjusted to reflect interim population cost of living and boundary changes.

Certain expenditures are specifically exempt from the limit including expenditures made from federal funds and

bond sale proceeds as well as debt service payments. The limitations can be exceeded for certain emergency

expenditures or if approved by the voters. The Constitution provisions which relate to the expenditure limitation

provide three processes to exceed the spending limit permanent base adjustment one-time override and

capital project accumulation.

The Countys expenditure limitation for the 2005-06 fiscal year was $411190872. The Countys

expenditures for the 2005-06 fiscal year were under the limit. The Countys 2006-07 fiscal year expenditure

limitation is $438128547.

Ad Valorem Taxes

General

Arizona the State or Arizona property taxes are divided into two systems primary and secondary.

Secondary property taxes are those taxes imposed for payment of bonded indebtedness for exceeding budget

expenditure or tax limitation pursuant to voter approval and for operating and maintaining certain special districts.

Primary property taxes are all ad valorem taxes other than secondary property taxes.

Under the primary system the full cash value of locally-assessed real property consisting primarily of

residential commercial industrial agricultural and unimproved property cannot increase by more than 10% per

year except under certain circumstances. This limitation does not apply to mines utilities and railroads which are

assessed by the State. Annual tax levies under the primary system are based on the nature of the property taxed and

the taxing authority. Primary taxes levied on residential property only are limited to 1% of the limited full cash

value of such property. In addition primary taxes levied on all types of property by counties cities towns and

community college districts are limited to maximum increase of 2% over the prior years levy plus any amount

directly attributable to new construction and annexation. The 2% limitation does not apply to primary taxes levied

for local school districts. The County does not currently levy its primary tax levy to the maximum allowed under

the law. Under proposition approved by the voters in November 2006 the tax levy limit was readjusted to actual

levy amounts for 2005 as the new base year.

Secondary assessed valuation represents the value used in determining property tax levies for the payment

of principal and interest on bonds school district voter-approved budget overrides and special district taxes and the

calculation of maximum bonded indebtedness allowed under the States Constitutional debt limit. See Debt

Limitation herein. Under the secondary system there is no limitation on annual increases in full cash value of any
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property. In addition annual tax levies for voter-approved bonded indebtedness overrides and special district taxes

are except as they are described herein under the subheading The Bonds Security and Sources of Payment
unlimited.

Arizona law provides for property valuation freeze for certain residential property owners sixty-five

years of age and older. Owners of residential property may obtain such freeze against valuation increases the

Property Valuation Projection Option if the owners total income from all sources does not exceed 400% 500%
for two or more owners of the same property of the Social Security Income Benefit Rate. The Property Valuation

Protection Option must be renewed every three years. If the property is sold to person who does not qualifi the

valuation reverts to its current full cash value. Any freeze on increases in full cash value will translate to the

secondary assessed value of the affected property as hereinafter described.

Additionally all property both real and personal is assigned classification to determine its assessed

valuation for tax purposes. Each legal classification is defined by property use and has an assessment ratio

percentage factor which is multiplied by the limited or full cash values of the property to obtain the assessed

valuations.

Tax Procedures

The tax year
in Arizona is defined as the calendar year although tax procedures begin prior to January of

each tax year and continue through May of the succeeding calendar year. The first step in the tax process for taxing

entities other than certain special districts is the determination of the full cash value of each individually-owned

parcel of land within the State. Property valuations are established on most property by the individual county

assessors with the State Department of Revenue determining the valuation of centrally assessed properties such as

gas water and electrical utilities railroads mines and pipelines. The appropriate property classification assessment

ratio is then applied to the full cash value to determine the assessed valuation for such parcel. The assessment ratios

utilized over the five-year period 2002-03 through 2006-07 for each class of property are set forth below.

Property Tax Assessment Ratios

2002-03 through 2006-07

Classification 2002-03 2003-04 2004-05 2005-06 2006-07

Mining Utility Commercial and

Industrial bc 25% 25% 25% 25% 24.5%

Agriculture and Vacant Land 16% 16% 16% 16% 16%

Owner Occupied Residential 10% 10% 10% 10% 10%

Leased or Rented Residential 10% 10% 10% 10% 10%

Railroad Private Car Company And

AirlineFlightPropertyd 21% 20% 21% 21% 22%

Additional classes of property exist but seldom amount to significant portion of municipal bodys total

valuation.

The assessment ratio for Mining Utility Commercial and Industrial property will decrease /2% per year

starting from 25% in 2005-06 to 20% in and after 20 15-16.

The first $59099 of full cash value of commercial industrial and agricultural personal property is exempt from

taxation for fiscal year
2006-07. This exemption is indexed annually for inflation. Any portion of the full cash

value in excess of those amounts will be assessed at 24.5% or 16% as applicable.

This percentage is determined annually to be equal to the ratio ofi the total assessed valuation of all mining

utility commercial industrial and military reuse zone properties and agricultural personal property to ii the

total full cash market value of such properties.

From time to time bills have been introduced in the Arizona Legislature to reduce the property tax assessment ratios

on utility commercial and/or industrial property and such bills may be introduced in the current or future legislative

sessions. The County cannot determine whether any such measures will become law or how they might affect

property tax collections for the County.
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Delinquent Tax Procedures

The property taxes due to the County are billed along with State and other taxes ordinarily in September

of the calendar tax year and are due and payable in two installments on October and March and become

delinquent on November and May 1. Delinquent taxes are subject to an interest penalty of 16% per annum

prorated monthly as of the first day of the month unless the full years taxes are paid by December 31. After the

close of the tax collection period the County Treasurer prepares delinquent property tax list and the property so

listed is subject to tax lien sale in February of the succeeding year. In the event that there is no purchaser for the

tax lien at the sale the tax lien is assigned to the State and the tax lien is reoffered for sale from time to time until

such time as the taxes penalties and interest put on the lien is sold subject to redemption for an amount sufficient

to cover all delinquent and current taxes.

It should be noted that in the event of bankruptcy of taxpayer pursuant to the United States Bankruptcy

Code the Bankruptcy Code the law is currently unsettled as to whether lien can be attached against the

taxpayers property for property taxes levied during the pendency of bankruptcy. Such taxes might constitute an

unsecured and possibly noninterest bearing administrative expense payable only to the extent that the secured

creditors of taxpayer are oversecured and then possibly only on the prorated basis with other allowed

administrative claims. It cannot be determined therefore what adverse impact bankruptcy might have on the ability

to collect ad valorem taxes on property of taxpayer within the County. Proceeds to pay such taxes come only

from the taxpayer or from sale of the tax lien on the property.

When debtor files or is forced into bankruptcy any act to obtain possession of the debtors estate any act

to create or perfect any lien against the property of the debtor or any act to collect assess or recover claim against

the debtor that arose before the commencement of the bankruptcy would be stayed pursuant to the Bankruptcy Code.

While the stay of bankruptcy court may not prevent the sale of tax liens against the real property of bankrupt

taxpayer the judicial or administrative foreclosure of tax lien against the real property of debtor would be subject

to the stay of bankruptcy court. It is reasonable to conclude that tax sale investors may be reluctant to purchase

tax liens under such circumstances and therefore the timeliness of post bankruptcy petition tax collections

becomes uncertain.

It cannot be determined what impact any deterioration of the financial condition of any taxpayer whether

or not protection under the Bankruptcy Code is sought may have on payment of or the secondary market for the

Bonds. Neither the County nor their respective agents or consultants have undertaken any independent investigation

of the operations and financial condition of any taxpayer nor have they assumed responsibility for the same.

Property Valuations

The following table lists the various property valuations for the County for the current year.

Valuations for Fiscal Year 2006-07

Estimated Actual Valuation $59890228997

Net Secondary Assessed Valuation 6869955457
Net Primary Assessed Valuation 6467201516

Actual full cash value net of estimated value of property exempt from taxation.

Source Pima County Assessors Abstract of the 2006 Tax Rolifor Pima County.
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Net Secondary Assessed Valuation Comparisons and Trends

The information set forth below is shown to indicate the ratio between assessed values and estimated actual

values for the County as well as changes in the secondary assessed valuations of the County and overlapping

municipal units on comparative basis. The basis of property assessment for these years is shown under Ad
Valorem Taxes Tax Procedures.

Net Secondary Assessed Value and Estimated

Actual Cash Value Comparison

Net Secondary Assessed

Fiscal Net Secondary Estimated Actual Valuation as Percentage of the

Year Assessed Valuation Valuation Estimated Actual Valuation

2006-07 $6869955457 $59890228997 11.47%

2005-06 6050950040 47971147096 12.61%

2004-05 5620156274 43778402824 12.84%

2003-04 5221270997 43733555507 11.94%

2002-03 4835561219 36999609652 13.07%

Source Arizona Tax Research Foundation Properly Tax Raies and Assessed Value Pima County Finance and Risk

Management Department and Pima County Assessors Abstract of the 2006 Tax Roll for Pinia County.

Actual full cash value net of estimated value of property exempt from taxation.

Net Secondary Assessed Valuation Comparisons

Fiscal City of Percent Pima Percent State of Percent

Year Tucson Change County Change Arizona Change

2006-07 $3016230759 10.77% $6869955457 13.54% $54436547031 11.25%

2005-06 2722915853 6.44% 6050950040 7.67% 48931946145 10.05%

2004-05 2558231181 5.40% 5620156274 7.64% 44461738026 8.87%

2003-04 2427120926 6.98% 5221270997 7.98% 40839898348 10.96%

2002-03 2268733334 6.09% 4835561219 7.66% 36805206912 6.76%

Source Arizona Tax Research Foundation Property Tax Rates and Assessed Value Pima County Finance and Risk

Management Department and Pima County Assessors Abstract of/he 2006 Tax Rollfor Pima County.
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Net Secondary Assessed Valuations of Major Taxpayers

Shown below are the major property taxpayers located within the County an estimate of their current

assessed value and their relative proportion of the Countys net secondary assessed value.

Estimated 2006-07 As Percent of Countys

Net Secondary 2006-07 Net Secondary

Taxpayer Assessed Valuation Assessed Valuation

Tucson Electric Power Co. $143361816 2.09%

Qwest Corporation 87092898 .27%

Southwest Gas Corporation 62846160 0.91%

Phelps Dodge 55176116 0.80%

Arizona Portland Cement 22857520 0.33%

Raytheon Company 21665114 0.32%

Dnd Neffson Co. 19087235 0.28%

Starr Pass Resort Developments LLC 17068423 0.25%

Scg Tucson Property LLC Westin Hotel 15504143 0.23%

Trico Electric Co-Op Inc 14806148 0.22%

$459.465.573 6.69%

Some of such taxpayers or their parent corporations are subject to the informational requirements of the

Securities Exchange Act of 1934 as amended the Exchange Act and in accordance therewith file reports

proxy statements and other information with the Securities and Exchange Commission the Commission.

Such reports proxy statements and other information collectively the Filings may be inspected and copied

at the public reference facilities maintained by the Commission at 450 Fifth Street N.W. Washington D.C.

20549 and at the Commissions regional offices at Northwestern Atrium Center 500 West Madison Street

Suite 1400 Chicago Illinois 60661. Copies of the Filings can be obtained from the public reference section of

the Commission at 450 Fifth Street N.W. Washington D.C. 20549 at prescribed rates. In addition the Filings

may also be inspected at the offices of the New York Stock Exchange at 20 Broad Street New York New York

10005. The Filings may also be obtained through the Internet on the Commissions EDGAR data base at

http//www.sec.gov. Neither the County its Financial Advisor nor its Bond Counsel has examined the

information set forth in the Filings for accuracy or completeness nor do they assume responsibility for the

same.

Source Pima County Assessors office.

Record of Real and Secured Personal Property Taxes Levied and Collected

Property taxes are levied and collected on all taxable property within the County and are certified to by the

County Treasurer. The following table sets forth the real and secured personal property tax collection of the County

for the current and past five fiscal years.

Real and Secured Fiscal Year Collections Total Collections

Fiscal Personal Property Percent of Percent of

Year Tax Levy Amount Tax Levy Amount Tax Levy

2006-07 $330240186 $154361275 46.74%

2005-06 302126724 $292019235 96.65% 298404156 98.77%

2004-05 281171502 271480760 96.55% 280611871 99.80%

2003-04 260569500 250928829 96.30% 260429742 99.95%

2002-03 241415870 231618482 95.94% 241373567 99.98%

2001-02 228476979 218191563 95.50% 228400369 99.97%

Reflects collections made through June 30th the end of the fiscal year on such years levy. Property taxes are

payable in two installments. The first installment is due the first day of October and becomes delinquent on

November but is waived if the full tax years taxes are paid in full by December 31. The second installment

becomes due the first day of March and is delinquent on May I. Interest at the rate of 16% per annum attaches
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on first and second installments following their delinquent dates. Penalties for delinquent payments are not

included in the above collection figures.

Reflects collections made through November 30 2006 against the current and prior levies.

In the process of collection.

Source Pima County Treasurers Office

Tax Rate Data

The tax rates provided below reflect the total property tax rate levied by the County. As such the rates are

the sum of the primary tax rate which is levied against the primary assessed value within the County and the

secondary tax rate for debt service payments the County Library District the County Fire District Assistance Tax

and the County Flood Control District all of which are levied against the Countys secondary assessed value except

in the case of the Flood Control District which is levied against the Districts secondary assessed value which

excludes the value of personal property.

Fiscal Primary Secondary Total Tax

Year Tax Rate Tax Rate Rate

2006-07 $3.8420 $l.4986 $5.3406

2005-06 4.0720 1.3891 5.4611

2004-05 4.0720 1.4247 5.4967

2003-04 4.0720 1.4261 5.4981

2002-03 4.0720 1.4278 5.4998

Source Property Tax Rates and Assessed Values The Arizona Tax Research Foundation and Pima County Finance

and Risk Management Department.

Debt Limitation

Pursuant to the Arizona Constitution outstanding general obligation debt for County purposes may not

exceed 15% of Countys net secondary assessed valuation. The following indicates the Countys current bonding

capacity after the issuance of the Bonds.

Net Secondary Assessed Valuation FY 2006-07 $6869955457
15% Constitutional Limitation l030493318

Net Direct General Obligation Bonds Outstanding 326310000

Unused 15% Limitation $704183318
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General Obligation Bonded Debt to be Outstanding

The following chart lists the outstanding general obligation bonded debt of the County that will be

outstanding after the issuance of the General Obligation Bonds Series 2007 being issued concurrently with the

Bonds under separate Official Statement.

Original Remaining

Date of Original Maturity Average Balance

Issue Amount Original Purpose Dates tnt. Rates Outstanding

05-01-98 42420000 Various Improvements 7-1-99/13 4.620% $18795000

10-01-99 50000000 Various Improvements 7-1-00/10 5.040% 16115000

08-01-00 50000000 Various Improvements 7-1-01/14 4.760% 26000000

07-01-01 17835000 Refunding 7-1-03/09 4.410% 7610000

01-01-02 20000000 Various Improvements 7-1-02/16 4.000% 10000000

01-15-03 50000000 Various Improvements 7-1-03/17 3.900% 40350000

06-01-04 65000000 Various Improvements 7-1-05/19 4.207% 53615000

05-01-05 65000000 Various Improvements 7-1-06/20 3.937% 58825000

Total General Obligation Bonded Debt Outstanding $231310000

Plus The General Obligation Bonds Series 2007 95000000

Total General Obligation Bonded Debt to be Outstanding $326310000

The General Obligation Bonds Series 2007 are being issued concurrently with the sale of the Bonds under

separate Official Statement.

Estimated Annual Debt Service Requirements of General Obligation

Bonded Debt to be Outstanding

The following chart indicates the general obligation debt service requirements of the County that will be

outstanding after the issuance of the Countys General Obligation Bonds Series 2007 being issued concurrently

with the Bonds under separate Official Statement.

Fiscal Existing General Obligation Series 2007 Bonds Total Debt

Year Bonded Debt Outstanding Dated January 12007 Service

June 30 Principal Interest Principal Interest Requirement

2007 $32335000 $10027760 $4385000 $2000550 $48748310

2008 25005000 8538905 6250000 3803775 43597680

2009 20260000 7416755 5400000 3522525 36599280

2010 19790000 6502705 5290000 3279525 34862230

2011 17190000 5615725 5550000 3041475 31397200

2012 17525000 4846125 5830000 2791725 30992850

2013 17885000 4064425 6120000 2529375 30598800

2014 15935000 3273225 6425000 2253975 27887200

2015 13265000 2568825 6750000 1964850 24548675

2016 13270000 1987706 7085000 1661100 24003806

2017 13500000 1433025 7440000 1342275 23715300

2018 9850000 858425 7810000 1044675 19563100

2019 10330000 515575 8205000 722513 19773088

2020 5170000 180950 8615000 376800 14339750

2021 3845000 115350 3960350

The first interest payment date on the Bonds is July 2007
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Net Direct and Overlapping General Obligation Bonded Debt

Overlapping bonded debt figures were compiled from information obtained from the County Treasurers

Office and individual jurisdictions. breakdown of each overlapping jurisdictions applicable general obligation

bonded debt net secondary assessed valuation and combined tax rate per $100 assessed valuation follows.

Combined

2006-07 General Portion Applicable Tax Rate

Net Secondary Obligation
to the County Per $100

Assessed Bonded Debt Net Debt Assessed

Jurisdiction aluation Outstanding at Percent Amount Valuation

State of Arizona $54436547031 None 100% None $0.0000

Pima County 6869955457 $326310000 100% 326310000 4.9660

Pima County Flood Control Districtc 6113952541 2230000 100% 2230000 0.3746

Elementary School Districts 284785948 2755000 100% 2755000 2.5751

Unified School Districts 6573518237 586595000 100% 586595000 6.9627

Cities and Towns 3935967898 281134070 100% 281134070 0.9405

Pima County Community College

District 6869955457 61730000 100% 61730000 1.2515

Total $1 .260.754070
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2006-07 Net General Combined Tax

Secondary Obligation Rate Per $100

Assessed Bonded Debt Assessed

Jurisdiction Valuation Outstanding af Valuation

State of Arizona $54436547031 None None

Pima County 6869955457 $3 263 10000 $4.9660

Pima County Flood Control District 6113952541 2230000 0.3746

Pima County Community College District 6869955457 61730000 1.2515

Elementary School Districts

San Fernando ESD35 831896 None 3.7481

Empire ESD 37 5489030 None 8.4864

Continental ESD 39 249037971 2755000 2.0682

Redington ESD 44 1339389 None 4.8853

Altar Valley ESD 51 28087662 None 5.7696

Unified School Districts

Tucson USD 2951009121 309160000 7.3857

Marana USD 593166842 67125000 5.9117

Flowing Wells USD8 184631194 10730000 6.8677

Amphitheater USD 10 1253084786 62380000 6.1193

Sunnyside USD12 368702550 41770000 9.1529

Tanque Verde USD 13 169903216 4335000 5.4806

Ajo USD 15 15767445 None 4.4929

Catalina Foothills USD 16 528078948 38485000 6.7428

Vail USD 20 324977649 27635000 6.7032

Sahuarita USD 30 183013895 24975000 7.7345

Indian Oasis USD 40 1182591 None 0.0000

Cities and Towns

City of Tucson 3016230759 281134070 1.2257

City of South Tucson 20643396 None 0.2383

Town of Marana 310319014 None 0.0000

Town of Oro Valley 468769764 None 0.0000

Town of Sahuarita 120004965 None 0.0000

Includes general obligation bonds outstanding including the Countys General Obligation Bonds Series 2007

that are being issued concurrently with the Bonds under separate Official Statement. Does not include

outstanding principal amount of various cities and towns improvement districts bonded debt and outstanding

principal amount of various County improvement districts bonded debt as the indebtedness of these districts is

presently being paid from special assessments levied against property owners residing within the various

improvement districts. Also does not include various fire districts.

Also does not include the obligation of the Central Arizona Water Conservation District CAWCD to the

United States of America Department of the Interior for repayment of certain capital costs for construction of

the Central Arizona Project CAP major reclamation project that has been substantially completed by the

Department of the Interior. The obligation is evidenced by master contract between CAWCD and the

Department of the Interior. In April of 2003 the United States and CAWCD agreed to settle litigation over the

amount of the construction cost repayment obligation the amount of the respective obligations for payment of

the operation maintenance and replacement costs and the application of certain revenues and credits against

such obligations and costs. Under the agreement CAWCDs obligation for substantially all of the CAP features

that have been constructed so far will be set at $1 .646 billion which amount assumes but does not mandate

that the United States will acquire total of 667724 acre feet of CAP water for federal purposes. The United

States will complete unfinished CAP construction work related to the water supply system and regulatory

storage stages of CAP at no additional cost to CAWCD. Of the $1 .646 billion repayment obligation 73% will

be interest bearing and the remaining 27% will be non-interest bearing. These percentages will be fixed for the

entire 50-year repayment period which commenced October 1993. Effectiveness of the agreement is subject

B-9



to number of conditions including settlement of certain Indian community water claims and other water claims

and will require certain State legislation. Federal authorizing legislation was enacted in 2004. If the conditions

are not met by May 2012 and the parties do not amend the agreement the agreement will terminate and

litigation will resume. If it appears prior to May 2012 that the conditions will not be met by the deadline the

parties can amend the agreement or either party may petition the U.S. District Court to terminate the agreement

and resume litigation. It is not possible to predict whether the agreement will become finally effective be

amended or terminate or whether litigation will resume. If litigation resumes it is not possible to predict the

outcome of such litigation. CAWCD is water conservation district having boundaries coterminous with the

exterior boundaries of Maricopa Pima and Pinal Counties. It was formed for the express purpose of paying

administrative costs and expenses of the CAP and to assist in the repayment to the United States of the CAP

capital costs. Repayment will be made from combination of power revenues subcontract revenues i.e.

agreements with municipal industrial and agricultural water users for delivery of CAP water and tax levy

against all taxable property within CAWCDs boundaries. At the date of this Official Statement the tax levy is

limited to fourteen cents per $100 of secondary assessed valuation of which twelve cents is being currently

levied. See Arizona Revised Statutes Sections 48-3715 and 48-3715.02. There can be no assurance that such

levy limit will not be increased or removed at any time during the life of the contract.

The Countys total tax rate shown includes the Countys primary and secondary debt service tax rates the

50.3675 tax rate of the Free Library District and the $0.04 15 tax rate of the Fire District Assistance Tax.

The boundaries of the Pima County Flood Control District are coterminous with those of Pima County

however the Flood Control District only levies taxes on real property.

The tax rate shown is weighted average based on each jurisdictions proportionate amount of secondary

assessed valuation.

The combined tax rate includes the tax rate for debt service payments which is based on the secondary assessed

valuation of the entity and the tax rate for all other purposes such as maintenance and operation and capital

outlay which is based on the primary assessed valuation of the municipality or school district.

The following table lists general obligation bonds authorized but unissued for the County and jurisdictions

within the County after the issuance of the Countys Bonds.

Authorized But Unissued

Jurisdiction General Obligation Bonds

Pima County $478681000

Tucson Unified School District No. 178000000

City of Tucson 39140000

Catalina Foothills Unified School District No. 16 7730000
Indian Oasis Unified School District No. 40 500000

Additional general obligation bonds may be authorized by these and other jurisdictions within the County at

future elections.
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Net Direct and Overlapping General Obligation Bonded Debt Ratios

The Countys direct and overlapping general obligation bonded debt is shown below on per capita basis

and as percent of the Countys net secondary assessed valuation and estimated actual valuation.

As Percent of Countys 2006-07

Per Capita Net Secondary Assessed Est. Actual

Debt Pop. Valuation Valuation

957635 $6869955457 $59890228997

Net Direct General Obligation Bonded Debt

$326310000b 340.75 4.75% 0.54%

Net Direct and Overlapping General

Obligation Bonded Debt

$1260754070 $1316.53 18.35% 2.11%

Source U.S. Department of Commerce Bureau of the Census Arizona Department of Economic Security

Population Statistics July 2005.

Reflects the Net General Obligation Bonds Outstanding after the issuance of the Countys General Obligation

Bonds Series 2007 being issued concurrently with the Bonds under separate Official Statement.

Street and Highway Revenue Bonded Debt Outstanding

The following chart indicates the outstanding street and highway bonds of the County that will be

outstanding after the issuance of the Bonds.

Original Remaining

Date of Original Maturity Balance

Issue Amount Purpose Dates Outstanding

5-01-98 $40000000 Street Highway Improvements 7-1-99/08 8000000

1-01-02 55000000 Street Highway Improvements 7-1-03/12 35735000

1-15-03 35000000 Street Highway Improvements 7-1-04/18 1900000

5-01-05 51200000 Street Highway Improvements 7-1-09/20 51200000

Total Street and Highway Revenue Bonds Outstanding 126835000

Plus The Bonds offered herein. 21000000

Total Street and Highway Revenue Bonds to be Outstanding 147835000

In 2002 the County received two loans totaling $5.1 million from the Highway Expansion and Extension Loan

Program HELP of the Arizona Department of Transportation. The loans from the HELP program allowed the

County to accelerate by several years
the completion of two projects that were scheduled to be funded from

Federal aid highway revenues in future years. Final payments on each loan which are currently outstanding in

the aggregate principal amount of $903000 are due in January 2007. HELP loans are payable solely from

revenues received by the County from the Arizona Highway User Revenue Fund on basis junior and

subordinate to amounts due on the Bonds shown above and all parity bonds. In 2006 the County received

another HELP loan totaling $4.8 million. Final payment on this loan which is currently outstanding in the

aggregate principal amount of $4.8 million is due in June 2009. These loans are in addition to the debt listed in

this table.
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Sewer Revenue Debt Outstanding

The following chart includes the outstanding sewer revenue debt of the County that will be outstanding

after the issuance of the Sewer Revenue Bonds Series 2007 being issued concurrently with the Bonds under

separate Official Statement.

Date of Original Original Balance

Issue Amount Purpose Maturity Dates Outstanding

03-01-96 $11313350 Refunding ab 7-1-97/12 $9069388.26

08-06-97 7500000 Sewer Improvements 7-1-00/Il 3670007.52

05-01-98 29185000 Sewer Improvements 7-1-99/15 17655000.00

10-27-00 61180286 Sewer Improvements bc 7-1-02/16 49089531.99

04-01-01 19440000 Refunding 7-1-02/15 14980000.00

05-01-04 25770000 Refunding 7-1-05/15 22890000.00

05-1 1-04 19967331 Sewer Improvements be 7-1-05/24 18538309.17

Total Sewer Revenue Bonded Debt Outstanding
$135892236.94

Plus The Series 2007 Sewer Revenue Bonds 50000000.00

Total Sewer Revenue Bonds Outstanding $1 85.892.236.94

Proceeds of this loan were used to refund in advance of maturity $5025000 of the Sewer Revenue Bonds

Series 1992 $2845000 of the Sewer Revenue Bonds Series 1993 and $2650000 of the Sewer Revenue

Bonds Series l994B. The debt service requirements on the refunded bonds are secured for payment by U.S.

Government Securities which are held in an irrevocable trust.

Represents funds borrowed under separate Loan Agreements with the Water Infrastructure Finance Authority of

Arizona WIFA.
On October 27 2000 the County entered into certain Loan Agreements with WIFA totaling $40000000. In

December 2001 the County amended those Loan Agreements and added an additional $21180286.

The Sewer Revenue Bonds Series 2007 are being issued concurrently with the sale of the Bonds under

separate Official Statement.

May II 2004 the County entered into certain Loan Agreements with WIFA totaling $18015219. In

September 2005 the County amended those Loan Agreements and added an additional 19521 12. Amount

outstanding is as of November 21 2006.

Lease Lease-Purchase and Purchase Agreements

The County has various lease purchase agreements outstanding. list of the County departments benefited

by these agreements and the scheduled payments on these agreements over the past three fiscal years appears below.

Fiscal Year

County Department 2003-04 2004-05 2005-06

Clerk of Superior Court 195417 $146562 $31361

Juvenile Court 73986

Public Works Building 1642680

Sheriff 42274 42274 42273

Fiscal Year Total $1954357 $188836 $73634

Source Pima County Finance and Risk Management Department.
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Certificates of Participation

The following chart lists the certificates of participation obligations outstanding for the County.

Original Remaining

Date of Original Maturity Balance

Issue Amount Purpose Dates Outstanding

09-01-99 $4875000 Refunding 1-1-13/14 4000000

10-01-03 27525000 Refunding 1-1-05/18 24335000

Total Certificates of Participation Obligations Outstanding $28335000

The County currently anticipates issuing approximately $30000000 in additional certificates of participation in

fiscal year 2007.

Retirement Plans

brief description of the various retirement programs in which County employees participate is located in

Footnote 10 in the excerpts from the Countys Comprehensive Annual Financial Report in Appendix D.

Other Post Employment Benefits

The County does not offer Other Post Employment Benefits.
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PIMA COUNTY ARIZONA
COMBINED STATEMENT OF REVENUES EXPENDITURES

AND CHANGES IN FUND BALANCES OF ALL
GOVERNMENTAL FUND TYPES

In $000

Actual Budget

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Revenues by Source

Taxes $244807 $258375 $279527 $300972 $321474 $350.440

Special Assessments 598 1023 505 244 215 291

Licenses and Permits 6077 6087 6566 7265 7452 7739

Intergovernmental 260218 245378 273225 278414 291059 295121

Charges for Services 31112 35.721 43505 53568 63582 63526

Fines and Forfeits 4882 5047 5010 5967 6014 6846

Interest Income 6952 4152 2656 5181 11379 7651

Miscellaneous 8143 10356 11918 14806 13165 16124

Total Revenues $562789 $566139 $622912 $666417 $714340 $747738

Expenditures by Fund

General 285486 308917 323591 372899 402811 439535

Special Revenues 153888 149633 161716 160614 170696 223126

Debt Service 48102 57563 60828 56067 66829 73419

Capital Projects 109670 97147 103167 127632 121007 155902

Total Expenditures $597146 $613260 $649302 $717212 $761343 $891982

Excess of Revenues Over Under
Expenditures 34357 47121 26390 50795 47003 144244

Proceeds of Long-Term Debt 82717 85247 65148 116450 4836 120000

Proceeds of Refunding Bonds 22420 6880

Payment to Refunded Bond Escrow Agent 22551 6846
Gain on Investment

Operating Transfers

In Out 12905 15140 21333 3046 3685 613

Capital Leases 177 231

Sale of General Fixed Assets 590 37 406 27 416

Beginning Fund Balance as restated 110664 147803 165395 182894 252007 213998

Restatement AdjustmentlLGlP Loss 1175 6237

Changes in Reserve for Inventory 64 629 379 398 188

Charges in Reserve for Prepaid 14 13 13 II

Ending Fund Balance $147803 $165395 $182894 $252007 $213988 $190367

Obtained from the FY 2006-07 Adopted Budget except for the beginning fund balance which was based on the actual June

30 2006 fund balance rather than the estimated fund balance contained in the budget adopted before that date. These

amounts are estimated data and are subject to change based on final audited results.

Source Pima County Finance and Risk Management Department. This table has not been the subject to any separate audit

procedures.

B- 14



PIMA COUNTY ARIZONA
STATEMENT OF FUND BALANCES ALL GOVERNMENTAL

FUND TYPES

In $000

Actual Budget

2001-02 2002-03 2003-04 2004-OS 2005-06 2006-07

General

Reserved 2486 2549 $7M68 $4056 $5152

Unreserved 28656 30999 25628 33171 46423

31142 33548 32696 37227 51575 28736

Special Revenue

Reserved 2570 3623 3399 2742 51 II

Unreserved 61134 42312 45325 54232 64961

Designated __________ ___________ __________ __________
1044

63704 45935 48724 56974 71116 43024

Debt Service

Reserved 5964 3078 4202 10004 6673

Unreserved
_________ _________ _________

152 162

5964 3078 4202 10156 6835 5883

Capital Projects

Reserved 41

Unreserved 46985 82793 97270 147650 84472

46993 82834 97272 147650 84472 112724

Total Fund Balance $147803 $l65395 $182894 $252007 $213998 $190367

Amount calculated
utilizing

the revenues and expenditures presented in the FY 2006-07 Adopted Budget plus the actual

June 30 2006 ending fund balance for each fund. Pima County does not budget the ending fund balance at detailed level

therefore only the calculated ending fund balance totals are presented. These amounts are estimated data and are subject to

change based on final audited results.

Source Pima County Finance and Risk Management Department. This table has not been the subject of any separate audit

procedures.
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PIMA COUNTY ARIZONA
COMBINED STATEMENT OF REVENUES EXPENDITURES

AND CHANGES IN GENERAL FUND BALANCE

In $000
Actual Budget

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07a

Revenues by Source

Taxes $181840 $194552 $209672 $225959 $242948 $253565

Licenses and Permits 2071 2010 2166 2350 2536 2473

Intergovernmental 111922 112530 120058 125203 143982 145517

Charges for Services 19974 23750 24133 24905 27102 30648

Fines and Forfeits 3898 4111 4023 5035 5786 5495

Interest 2086 1015 530 1357 2491
1623

Miscellaneous 1995 2884 2132 4.435 4935 3732

Total Revenues 323786 340852 362174 389244 429780 443053

Expenditures

Current

General Government 101397 110813 120755 160378 168394 200813

Public Safety 86039 90375 100650 84694 96687 103697

Sanitation

Health 2567 2762 2898 2189 2401 2579

Welfare 73060 84130 76619 96996 102496 98146

Culture Recreation 13453 12858 14448 11236 13104 14338

Education Econ. Opport. 5299 4812 5578 14637 16682 16942

Debt Service

Principal 1913 1550 1610 1440 1750 1785

Interest 1754 1613 1030 1324 1292 1230

Miscellaneous

Total Expenditures 285486 308917 323591 372899 402811 439535

Excess of Revenues Over Under 38300 31935 39123 16345 26969 3518

Expenditures

Other Financing Sources uses
Proceeds of Long-Term Debt

Sale of General Fixed Assets 22

Operating Transfers In Out 29624 27799 39977 11822 12643 26357

Total Other Financing Sources Uses 29624 27799 39975 11814 12621 26357
Excess of Revenues and Other Sources

Extraordinary item

Loss from State Treasurers Local

Government Investment Pool 1730
Over Under Expenditure and 8676 2406 852 4531 14348 22839

Other Uses

Beginning Fund Balance as restated 22466 31142 33548 32696 37227 51575

lnOut

Ending Fund Balance 31142 33548 32696 37227 51.575 $28736

Obtained from the FY 2006-07 Adopted Budget except for the beginning fund balance which was based on the actual June

30. 2006 fund balance rather than the estimated fund balance contained in the budget adopted before that date. These

amounts are estimated data and are subject to change based on final audited results.

Source Pima County Finance and Risk Management Department. This table has not been the subject of any separate audit

procedures.
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APPENDIX

FORM OF OPINION OF BOND COUNSEL

January 25 2007

Pima County Arizona

Tucson Arizona

Ladies and Gentlemen

We have examined the transcript of proceedings the Transcript relating to the issuance by Pima County

Arizona the County of its $21000000 aggregate principal amount of bonds designated the Pima County

Arizona Street and Highway Revenue Bonds Series 2007 the Bonds. The Bonds are issued pursuant to Title

Chapter Article 12 of the Arizona Revised Statutes and under the provisions of an authorizing resolution

adopted by the Board of Supervisors of the County on January 16 2007 the Bond Resolution. The documents in

the Transcript include certified copy of the Bond Resolution. All capitalized terms not defined herein shall have

the meanings set forth in the Bond Resolution. We have also examined conformed copy of Bond.

Based on this examination we are of the opinion that under existing law

I. The Bonds are valid legal and binding special obligations of the County which together with

other bonds issued on parity therewith and subject to bankruptcy laws and other laws affecting creditors rights

and to the exercise ofjudicial discretion are to be paid solely from and secured by pledge of Pledged Revenues

as defined in the Bond Resolution consisting of revenues derived by the County from taxes fees charges and

other monies collected by the State of Arizona and returned to the County for street and highway purposes pursuant

to law. Such pledge is authorized by law. The Bonds and the payment of principal thereof and interest thereon are

not secured by an obligation or pledge of any moneys raised by taxation other than the Pledged Revenues and the

Bonds do not represent or constitute general obligation or pledge of the full faith and credit of the County or the

State of Arizona. The County has pledged in the Bond Resolution to comply with any requirements imposed by

law for eligibility to receive its share of such funds.

2. The interest on the Bonds is excluded from gross income for federal income tax purposes
under

Section 103 of the Internal Revenue Code of 1986 as amended the Code and is not treated as an item of tax

preference for purposes of the alternative minimum tax imposed on individuals and corporations. The interest on

the Bonds is exempt from Arizona state income tax. We express no opinion as to any other tax consequences

regarding the Bonds.

In giving the foregoing opinion with respect to the treatment of the interest on the Bonds under the tax laws

we have assumed and relied upon compliance with the covenants of the County and the accuracy which we have not

independently verified of the representations and certifications of the County contained in the Transcript. The

accuracy of those representations and certifications and the Countys compliance with those covenants may be

necessary for the interest on the Bonds to be and to remain excluded from gross
income for federal income tax

purposes and for certain of the other tax effects stated above. Failure to comply with certain of those covenants

subsequent to issuance of the Bonds could cause the interest on the Bonds to be included in gross income for federal

income tax purposes retroactively to the date of issuance of the Bonds.

Under the Code portion of the interest on the Bonds earned by corporations may be subject to the federal

corporate alternative minimum tax and the interest on the Bonds may be subject to federal branch profits tax imposed
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on certain foreign corporations doing business in the United States and to federal tax imposed on excess net passive

income of certain corporations.

Respectfully submitted

SQUIRE SANDERS DEMPSEY LL.P.
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APPENDIX

EXCERPTS FROM
PIMA COUNTY ARIZONA

COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR THE FISCAL YEAR ENDED

JUNE 30 2006

The following are excerpts from the Countys Comprehensive Annual Financial Report for the fiscal year ended

June 30 2006 The County has not requested the State of Arizona Auditor General to perform any review of the

Countys Comprehensive Annual Financial Report subsequent to June 30 2006. These are the most recent audited

financial statements available to the County. These financial statements are not current and may not represent the

current financial position of the County.



DEBRA K. DAVENPORT CPA
AUDITOR GENERAL

STATE OF ARIZONA

OPPICC TNt

AUDITOR GENERAL
WILLIAM THOMSON

DEPUTY AUDITOR GENERAL

Members of the Arizona State Legislature

The Board of Supervisors of

Pima County Arizona

Independent Auditors Report

We have audited the accompanying financial statements of the governmental activities business-type

activities the discretely presented component unit each major fund and aggregate remaining fund

information of Pima County as of and for the year ended June 30 2006 which collectively comprise the

Countys basic financial statements as listed in the table of contents. These financial statements are the

responsibility of the Countys management. Our responsibility is to express opinions on these financial

statements based on our audit. We did not audit the financial statements of certain departments two

major funds and component unit which account for the following percentages of the assets liabilities

revenues and expenses or expenditures of the opinion units affected

Opinion Unit/Department

Expenses/

Assets Liabilities Revenues Expenditures

Government-wide Statements

Governmental Activities

Stadium District

Self-Insurance Trust

Business-type Activities

Wastewater Management

Pima Health System Services

Development Services

Self-Insurance Trust

Component UnitSouthwestern Fair

Commission

Fund Statements

Major Funds

Wastewater Management

Pima Health System Services

Aggregate Remaining Fund Information

Stadium District

Development Services

Self-Insurance Trust

0.09% 0.08% 0.42% 0.29%

2.75% 6.77% 0.29% 0.70%

91.89% 86.15% 30.42% 23.10%

4.36% 12.47% 64.74% 72.18%

2.50% 1.23% 4.46% 4.04%

0.00% 0.00% 0.00% 0.29%

100.00% 100.00% 100.00% 100.00%

100.00% 100.00% 100.00% 100.00%

100.00% 100.00% 100.00% 100.00%

0.28% 0.35% 1.23% 0.74%

3.85% 1.86% 7.39% 5.68%

8.83% 30.60% 6.84% 7.95%

2910 NORTH 44TH 3TREtT SUITL 410 PHOENIX ARIZONA 501U 602 533-0333 FAX 602 533-005



Those financial statements were audited by other auditors whose reports thereon have been furnished to

us and our opinions insofar as they relate to the amounts included for those entities are based 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 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 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 governmental activities

business-type activities the discretely presented component unit each major fund and aggregate

remaining fund information of Pima County as of June 30 2006 and the respective changes in financial

position and where applicable cash flows thereof for the year then ended in conformity with U.S.

generally accepted accounting principles.

As described in Note the County retroactively reported infrastructure assets not previously capitalized

as part of the phased implementation requirements of GASB Statement No. 34 Basic Financial

Statementsand Managernenrs Discussion and Analysisfor State and Local Governments.

The Managements Discussion and Analysis on pages 13 through 27 the Budgetary Comparison

Schedules on pages 71 through 73 and the Schedule of Agent Retirement Plans Funding Progress on

page 74 are not required parts 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

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively

comprise the Countys basic financial statements. The introductory section combining statements and

other schedules and statistical section listed in the table of contents are presented for purposes of

additional analysis and are not required parts of the basic financial statements. The combining statements

and other schedules have been subjected to the auditing procedures applied in the audit of the basic

financial statements and in our opinion are fairly stated in all material respects in relation to the basic

financial statements taken as whole. The introductory and statistical sections have not been subjected to

the auditing procedures applied in the audit of the basic financial statements and accordingly we express

no opinion on them.

In connection with our audit except for the instances of noncompliance that will be reported in the

Countys Single Audit Reporting Package that will be issued at future date nothing came to our attention

that caused us to believe that the County failed to use highway user revenue fund monies received by the

County pursuant to Arizona Revised Statutes Title 28 Chapter 18 Article and any other dedicated state

transportation revenues received by the County solely for the authorized transportation purposes.

However our audit was not directed primarily toward obtaining knowledge of such noncompliance.



In accordance with Government Auditing Standards we will also issue our report on our consideration of

the Countys internal control over financial reporting and our tests of its compliance with certain provisions

of laws regulations contracts and grant agreements and other matters at future date. The purpose of

that report is to describe the scope of our testing of internal control over financial reporting and

compliance and the results of that testing and not to provide an opinion on internal control over financial

reporting or on compliance. That report is an integral part of an audit performed in accordance with

Government Auditing Standards and should be considered in assessing the results of our audit.

Debbie Davenport

Auditor General

December 2006
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Managements Discussion Analysis

This section of Pinia Countys comprehensive annual financial report presents discussion and analysis

of the Countys financial performance during the year ended June 30 2006 and should be read in con

junction with the Countys basic financial statements in the following sections. All dollar amounts are

expressed in thousands 000s uiiless otherwise noted.

FINANCIAL HIGHLIGHTS

At June 30 2006 the Countys combined assets exceeded combined liabilities net assets by

$1495175 an increase of 9.1% from the prior year. Of this amount $53748 is available for general

government expenditures unrestricted net assets $214040 is restricted for specific purposes re
stricted net assets and $1227387 is invested in capital assets net of related debt and accumulated

depreciation.

Composition of Net Assets

Restricted net assets $214040
Unrestricted net assets $53745

Of the total fund balances of the Countys governmental funds total fund balance decreased $38009

to $213998 with $196018 of this amount available for expenditure. The amount available for cx

penditure is comprised of $46423 for the General fund $15685 for the Transportation fund $84472

for the Capital Projects fund and $49438 for the Countys other governmental funds.

The General fund unreserved fund balance increased $13252 from the previous year to $46423.

This balance represents approximately 11.5% of the Countys General fund expenditures and 6.1% of

total governmental funds expenditures.

The Solid Waste fund formally division of Wastewater Management Enterprise Fund has been re

classified as special revenue fund.

Itivested in capital assets net of related debt

$1227387
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OVERVIEW OF TIlE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Countys basic financial state

ments. The Countys basic financial statements consist of four components Government-wide finan

cial statements Fund fmancial statements and Notes to the basic financial statements. Required

supplementary information is included in addition to the basic financial statements.

Government-wide Financial Statements are designed to provide readers with broad overview of

County finances in manner similar to private-sector business.

The statement of net assets presents information on all County assets and liabilities with the difference

between the two reported as net assets. Over time increases or decreases in net assets may serve as use

ful indicator of whether the financial position of the County is improving or deteriorating.

The statement of activities presents information showing how net assets changed during the most recent

fiscal
year.

All changes in net assets are reported as soon as the underlying event giving rise to the

change occurs regardless of the timing of related cash flows. Thus revenues and expenses are reported

in this statement for some items that will result in cash flows in future fiscal periods e.g. uncollected

taxes and earned but unused vacation or sick leave.

Both of these government-wide financial statements distinguish functions of the County that are princi

pally supported by taxes and intergovernmental revenues governmental activities from other functions

that are intended to recover all or in
part portion of their costs through user fees and charges business

type activities. The governmental activities of the County include general government public safety

highways and streets sanitation health welfare culture and recreation and education and economic op

portunity. The business-type activities of the County include Pima Health System Services Wastewa

ter Management Development Services and the Countys downtown parking garages.

discretely presented component unit is included in the basic financial statements and consists of le

gally separate entity for which the County is financially accountable. The County reports the Southwest

ern Fair Commission which operates the County Fairgrounds and the annual Pima County Fair as dis

cretely presented component unit.

The government-wide financial statements can be found on pages 29-3 of this report.

Fund Financial Statements are groupings of related accounts that are used to maintain control over re

sources that have been segregated for specific activities or objectives. The County like other state and

local governments uses fund accounting to ensure and demonstrate finance-related legal compliance with

applicable State statutes and federal 0MB budgeting guidelines. All of the funds can be divided into

three categories governmental funds proprietary funds and 3fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as governmental ac

tivities in the government-wide fmancial statements. However unlike the government-wide financial

statements governmental funds fmancial statements focus on near-term inflows and ouflows of expend
able resources as well as on balances of expendable resources available at the end of the fiscal

year.

Such information may be useful in evaluating the Countys near-term fmancing requirements.
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Because the focus of governmental funds is narrower than that of the government-wide financial state

ments it is useful to compare the information presented for governmental funds with similar information

presented for governmental activities in the government-wide financial statements. By doing so readers

may better understand the long-term impact of the governments near-term financing decisions. Both the

governmental funds balance sheet and the governmental funds statement of revenues expenditures and

changes in fund balances provide reconciliation to facilitate this comparison between governmental

funds and governmental activities.

The County maintains fifteen individual governmental funds. Information is presented separately in the

governmental funds balance sheet and in the governmental funds statement of revenues expenditures and

changes in fund balances for the General Transportation and Capital Projects funds. Data from the other

governmental funds are combined into single aggregated presentation. Individual fund data for each of

these non-major governmental funds is provided in the form of combining statements elsewhere in this

report.

The governmental fund financial statements can be found on pages 32-35 of this report.

Proprietary funds are maintained in two ways. Enterprise funds are used to report
the same functions

presented as business-type activities in the government-wide financial statements. The County uses en

terprise funds to account for certain health care services including medical and long-term health care

sewer systems maintenance and operation real estate-related development services and parking garage

operations. internal service fluids are an accounting device used to accumulate and allocate costs

internally among the Countys various functions. The County uses internal service funds to account for

risk management automotive fleet maintenance and operations printing and graphic services and

telecommunications. Because these services predominantly benefit governmental rather than business-

type functions most of the assets and liabilities of these services have been included within govern nental

activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements only

in more detail. Wastewater Management and Pima Health System Services operations are considered

to be major funds of the County. Data from the other enterprise funds are combined into single aggre

gated presentation. Similarly the Countys internal service funds are combined into single aggregated

presentation in the proprietary funds financial statements. Individual fund data for the other enterprise

and internal service funds are provided in the form of combining statements elsewhere in this report.

The proprietary fund financial statements can be found on pages 36-39 of this report.

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.

Fiduciary funds are not reflected in the government-wide financial statements because the resources of

those funds are not available to support the Countys programs.

The fiduciary fund financial statements can be found on pages 40-41 of this report.

Notes to the Financial Statements provide additional information that is essential to full understanding

of the data provided in the government-wide and fund financial statements. The notes can be found on

pages 42-69 of this report.

Required Supplementary Information RSI is presented concerning the Countys General and Trans

portation Special Revenue funds budgetary schedules and the schedule of retirement plans funding pro

gress. Required supplementary information can be found on pages 1-74 of this report.
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Combining Statements and Other Schedules referred to earlier provide information for non-major gov
ernmental and enterprise funds and internal service funds and are presented immediately following the

required supplementary information. Combining and individual fund statements and schedules can be

found on pages 76-106 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier net assets may serve as useful indicator of governments financial position over time.

County assets exceeded liabilities by $1495175 at June 30 2006. The following table shows condensed

information for the Statement of Net Assets

Table

Statement of Net Assets

At June 30 2006

Governmental Activities Business-type Activities Total

Fiscal Year Fiscal Year Fiscal Year

2005-2006 20042005 2005-2006 2004-2005 2005-2006 2004.2005

Current and other assets 342194 372920 114925 96000 457.1 19 468920

Capital assets

Land buildings equipment

infrastructure other 1146334 1072.091 597.365 596538 1.743699 1668629

Total assets 1.488528 1445011 712290 692538 2200818 2137549

Current and other liabilities 83175 79660 40048 43514 123223 123174

Long-term liabilities 446000 469861 136420 160275 582420 630136

Total liabilities 529175 549521 176468 203789 705643 753310

Net assets

Invested in capital assets

net of related debt 761130 754742 466257 457600 1227387 1212342

Restricted 159.759 107.297 54281 10298 214040 117595

Unrestricted deficit 38.464 33451 15284 20851 53748 54.302

Total net assets 959353 895490 535822 488.749 1495.175 1384239

As restated See Note Note of the financial statements

The largest portion of the Countys net assets reflects its investment in.capital assets i.e. land buildings

infrastructure and equipment less any related outstanding debt used to acquire those assets. As of June

30 2006 investment in capital assets totaled $1227387 comprising approximately 82.1% of total net

assets. The County uses portion of these capital assets to provide services to its citizens with the other

portion available to its citizens for use consequently these assets are not available for future spending.

The $15045 increase in capital assets net of related debt is primarily due to the significant amount of

capital project activity that has been completed and capitalized over the past year. Although the Countys

investments in capital assets are reported net of related debt it should be noted that the resources needed

to repay this debt must be provided from other sources since the capital assets themselves cannot be used

to liquidate these liabilities.

Restricted net assets represent resources that are subject to external restrictions on how they may be used.

As of June 30 2006 restricted net assets totaled $214040 and comprised approximately 14.3% of total

net assets. This represents $96445 increase in restricted net assets from the $117595 balance of fiscal

year 2004-05.
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The remaining balance of the Countys net assets represents unrestricted net assets which may be used to

meet the Countys ongoing obligations to citizens and creditors. As of June 30 2006 unrestricted net as

sets totaled $53748 and comprised approximately 3.6% of total net assets.

Governmental activities

Governmental activities contributed $63863 or 57.6% of the Countys $1 10936 increase in total net

assets during fiscal year 2005-06. The following table shows changes in net assets for governmental ac

tivities

Table

Governmental Activities

Comparative Statements of Activities

For the Years Ended June 30 2006 and 2005

Fiscal Year Variance

2005-2006 2004-2005 Amount Percent

Program revenues

Chargesforservices 72121 61882 10239 16.5%

Operating grants and contributions 133113 125121 7992 6.4%

Capital grants and contributions 12188 23663 11475 -48.5%

Total program revenues 217422 210666 6756 3.2%

General revenues

Property taxes 316170 294643 21527 7.3%

State-shared taxes 129052 115140 13912 12.1%

Investment earnings 12942 6140 6802 110.8%

Other general revenues 35720 35422 298 0.8%

Total general revenues 493884 451345 42539 9.4%

Total revenues 711306 662011 49295 7.4%

Expenses

General government 208293 194873 13420 6.9%

Public safety 132583 118412 14171 12.0%

Highways and streets 70392 65414 4978 7.6%

Sanitation 7258 7258 100.0%

Health 32043 31798 245 0.8%

Welfare 103085 96199 6886 7.2%

Culture and recreation 34510 29663 4847 16.3%

Education and economic opportunity 39517 39714 197 -0.5%

Unallocated depreciation and amortization 165 1010 845 -83.7%

Interest on long-term debt 19463 16152 3311 20.5%

Total expenses 647309 593235 54074 9.1%

Excess before transfers 63997 68776 4779 -6.9%

Transfers in out 134 1935 2069 -106.9%

Changeinnetassets 63863 70711 6848 -9.7%
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Key elements of the change in net assets from governmental activities include

Program revenues increased $6756 reflecting increases by Charges for services and Operating

grants contributions of $18231 and decrease of $11475 in Capital grants contributions.

Revenue from Charges for services increased by $10239 primarily due to the reclassifi

cation of Solid Waste from business-type activity under Wastewater Management to

governmental fund. This accounted for 44.3% of the increase or $4531. There was also

13.8% increase or $3152 within the functional class general government that was

primarily due to reclassification of Internal Service fund revenues of $2709 from gen
eral miscellaneous revenues to charges for services.

Revenue from Operating grants and contributions increased by $7992 due primarily to

an increase of $5666 in the function class general government. The County received

$2100 in federal revenue from the Help America Vote Act HAVA grant to purchase

touch screen voting equipment and $1575 increase in federal revenue for the County

Law Enforcement Antiracketeering grant. In addition there was $3058 increase for

HURF revenue in the functional class highways and streets.

Revenue from Capital grants contributions decreased by $11475 due primarily to

$14089 decline in governmental funding for County capital projects. There was

$9016 and $484 decrease in federal and state funding respectively for the Veterans

Memorial Overpass project and $2685 decline in state funding for the La Cholla

Boulevard project. There was also $2110 decline in federal funding for the Wet
more/Ruthrauff intersection project. These projects were completed during the fiscal

year.

General revenues increased by $42539 primarily due to increases in
property tax revenues and

state-shared tax revenues. Increases in real property assessed valuations and residential construc

tion activity were the primary factors generating increases in property tax revenues of $21527.

Sales tax revenue increased $11648 or 12.7% due to growth in retail sales.

Investment earnings continue to improve as interest rates rose for second consecutive fiscal

year. During the majority of the fiscal year the County invested majority of its funds in the

State Treasurers Local Government Investment Pool. The average interest rate for the pool was

2.34% for fiscal year 2004-05 and 3.94% for fiscal year 2005-06.

Total expenses for governmental activities increased by $54074 due to the following

An increase of $22201 in personnel costs primarily attributable to salary adjustments of

4.2% for County employees and one step increase for Sheriffs deputies and sergeants.

Additionally increases in the Countys required contribution to the Public Safety Retire

ment system for Sheriffs deputies generated increases in personnel costs. This increase is

predominately reflected in the public safety category.

The Solid Waste fund was reclassified into the Governmental activities resulting in an in

crease of $7258 in expenses for the sanitation function.

The increase in expenditures for welfare was due to state-mandated increase of $360 in

the monthly contribution to the Arizona Long-Term Care system ALTCS an increase

of $3925 for health care services to both the adult and juvenile detention centers and an

increase of $1128 for psychiatric services.
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The addition of bridge structures to infrastructure resulted in $1244 for depreciation ex

pense.
This addition is reflected in the highway and streets functional expense.

Business-type activities

Business-type activities contributed $47073 or 42.4% of the Countys increase of $110936 in total net

assets during the
year

ended June 30 2006. The following table shows changes in net assets for business-

type activities

Table

Business-type Activities

Comparative Sthtements of Activities

For the Years Ended June 30 2006 and 2005

Fiscal Year Variance

2005-2006 2004-2005 Amount Percent

Program revenues

Charges for services 376874 353548 23326 6.6%

Operating grants and contributions 4997 4238 759 17.9%

Capital grants and contributions 449
______________

449 100.0%

Total program revenues 382320 357786 24534 6.9%

General revenues

Capital contributions 14607 20722 6115 -29.5%

Investment earnings 3849 1609 2240 139.2%

Other general revenues 1348 4028 2680 -66.5%

Total general revenues 19804 26359 6555 -24.9%

Total revenues 402124 384145 17979 4.7%

Expenses

Wastewater Management 82701 76079 6622 8.7%

Pima Health System Services 256583 249809 6774 2.7%

Development Services 14422 10857 3565 32.8%

Parking Garages 1479 1494 15 -1.0%

Total expenses 355185 338239 16946 5.0%

Excess before transfers 46939 45906 1033 2.3%

Transfers in out 134 1935 2069 -106.9%

Change in net assets 47073 43971 3102 7.1%

Key elements of the change in net assets from business-type activities include

Charges for services increased by $23326 primarily as result of

Wastewater Management increased sewer utility service and connection fees resulting in

an increase of $12122 in charges for services.

An increase of $8816 within Pima Health System Services primarily due to an in

crease of $8117 in the Arizona Long Term Care System ALTCS and an increase of
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$5752 in the Arizona Health Care Cost Containment System AHCCCSprograms re

suit of rate increases. This was offset by loss in revenue from reinsurance claims.

An increase of $2410 in license and permit revenue for Development Services due to an

increase in construction activity in FY 2005-06.

Operating grants and contributions increased by $759 due primarily to Pima Health System

Services. During FY 2005-06 there was an increase in carry-over dollars from Pima Council on

Aging that drove this increase. Carry-over dollars are Title III funds. When these funds are not

fully expended in the prior fiscal year then the State reallocates and distributes the money across

various regions in the state in the following fiscal year.

Expenses increased by $16946 due to the following changes

An increase of $6774 in Pima Health System Services due primarily to increases of

$2351 for employee compensation the result of salary adjustments of 4.2% for County

employees and $3408 for medical claims due to rate increase.

An increase of $6622 in Wastewater Management due primarily to increases of $2071

in consultants and professional services and $2308 in depreciation expenses.

An increase of $3565 in Development Services due primarily to an increase of $2079 in

employee compensation the result of salary adjustments of 4.2% for County employees.

FINANCIAL ANALYSIS OF THE COUNTYS FUNDS

As noted earlier the County uses fund accounting to ensure and demonstrate compliance with finance-

related legal requirements.

Governmental funds

The Countys general government functions are accounted for in the General Special Revenue Debt Ser

vice and Capital Project funds. Included in these funds are special districts governed by the Board of

Supervisors. The focus of the Countys governmental funds is to provide information on near-term in

flows outflows and balances of expendable resources. Such information is useful in assessing the

Countys financing requirements. In particular unreserved fund balances may serve as useful measure

of governments net resources available for spending at the end of the fiscal year.

At June 30 2006 the Countys governmental funds reported combined fund balances of $213998 de

crease of $38009 from the prior year. Approximately 91.6% of the combined fund balances or

$196018 constitutes unreserved and undesignated fund balance which is available to meet the Countys

current and future needs. The remainder of fund balance is reserved or designated to indicate that it is not

available for new spending because it has been committed to the following

$6784 to pay debt service

$5769 to reflect inventories and prepaid amounts

$2648 for specified programs

$1660 to reflect loan receivable
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$1044 designated for Mt. Lernmon flood mitigation

$75 for capital repairs and refurbishments

The General Fund is the chief operating fund of the County. At June 30 2006 unreserved fund balance

of the general fund was $46423 while total fund balance reached $51575. As measure of the General

funds liquidity it may be useful to compare both unreserved fund balance and total fund balance to total

fund expenditures. Unreserved fund balance represents 11.5% of total General fund expenditures while

total fund balance represents 12.8% of that same amount.

Revenues for governmental functions totaled approximately $714340 in fiscal year 2005-06 which

represents an increase of $47923 7.2% from the previous year.

The following table presents the amount of revenues from various sources and increases or decreases

from the prior year.

Table

Revenues Classified by Source

All Governmental Funds

Fiscal Year

2005-2006 2004-2005 Variance

Amount Percent Amount Percent Amount Percent

Revenues by source

Taxes 321474 45.0% 300972 45.2% 20502 6.8%

Special assessments 215 0.0% 244 0.0% 29 -11.9%

Licenses and permits 7452 1.0% 7265 1.1% 187 2.6%

Intergovernmental 291059 40.8% 278414 41.8% 12645 4.5%

Charges for services 63582 8.9% 53568 8.0% 10014 18.7%

Fines and forfeits 6014 0.8% 5967 0.9% 47 0.8%

Interest 11382 1.6% 5181 0.8% 6201 119.7%

Miscellaneous 13165 1.9% 14806 2.2% 1641 -11.1%

Total revenues 714343 100.0% 666417 100.0% 47926 7.2%

The following provides an explanation of revenues by source that changed significantly over the prior

year

Taxes Revenues from property taxes increased $20502. This was result of growth in con

struction activity within the County over the past year as well as continued increases in assessed

property valuations and greater real estate market values.

Intergovernmental The $12645 increase in intergovernmental revenue was due primarily to

$12335 increase in state shared sales tax revenue the result of increased construction and retail

sales and population growth.

Charges for services The $10014 increase in charges for services revenues is due primarily to

the reclassification of Solid Waste to governmental fund and an increase in overhead allocation.

Interest As previously mentioned during the majority of the fiscal
year

the County invested

majority of its funds in the State Treasurers Local Government Investment Pool. Interest rates
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increased in fiscal year 2005-06 to 3.94% from 2.34% in the prior year and resulted in increased

interest revenue.

The following table presents expenditures by function compared to prior year amounts

Table

Expenditures by Function

All Governmental Funds

Fiscal Year

Government 2005-2006 2004-2005 Variance

Function Amount Percent Amount Percent Amount Percent

General government 203881 26.8% 193308 27.0% 10573 5.5%

Public safety 121229 15.9% 109798 15.3% 11431 10.4%

Highways and streets 39394 5.2% 38363 5.4% 1031 2.7%

Sanitation 6271 0.8% 6271 100.0%

Health 30038 3.9% 30802 4.3% 764 -2.5%

Welfare 103034 13.5% 96996 13.5% 6038 6.2%

Culture and recreation 28561 3.8% 23172 3.2% 5389 23.3%

Education and economic opportunity 37918 5.0% 38098 5.3% 180 -0.5%

Capital outlay 121007 15.9% 127632 17.8% 6625 -5.2%

Debt service

Principal 50547 6.6% 42891 6.0% 7656 17.9%

-Interest 19448 2.6% 16127 2.2% 3321 20.6%

Miscellaneous 15 0.0% 25 0.0% 10 -40.0%

Total expenditures 761343 100.0% 717212 100.0% 44131 6.2%

Total expenditures in governmental funds increased during fiscal year 2005-06 by $44131.

The $11431 increase in public safety expenditures was due primarily to an increase in personnel

costs. The County Sheriffs deputies and sergeants received one step salary adjustment. In ad

dition conections officer staffing numbers were increased.

The $7656 increase in debt service principal payments was the result of the addition of the 2005

general obligation and street and highways bonds to the payment schedule.

The $10573 increase in general government expenditures was due primarily to the increase in the

Countys administration overhead. In addition personnel costs increased due to salary adjust

ments of 4.2% for County employees.

The $6271 in sanitation expenditures resulted from the transfer of the Solid Waste fund into

governmental fund from the Wastewater Management Enterprise Fund.

Budget to Actual Comparison for the General Fund

Overall budgeted revenues and expenditures for the General Fund were generally consistent with actual

fund activity. Actual revenues exceeded budgeted revenues by $17481 and actual expenditures were less

than budgeted expenditures by $1236. No variances between the budget to actual amounts were signifi

cant enough to affect the Countys ability to provide future services.
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Proprietary funds

The Countys proprietary fund functions are contained in the enterprise and internal service funds. The

enterprise funds of the County are Pima Health System and Services Wastewater Management Devel

opment Services and Parking Garages. These business-type activities are accounted for in similar fash

ion to private-sector businesses and the costs for services provided are expected to be covered either fully

or in part by current revenues generated which include fees charged to external users.

The following table presents comparison of this years enterprise fund activities with the prior year

Table

Summary Statement of Revenues Expenses and Changes in Fund Net Assets

Total Enterprise Funds

For the Fiscal Years ended June 30 2006 and 2005

Fiscal Year Variance

2005-2006 2004-2005 Amount Percent

Operating revenues

Net patient services 252034 243032 9002 3.7%

Charges for services 82162 73372 8790 12.0%

Other 1348 2943 1595 -54.2%

Total net operating revenues 335544 319347 16197 5.1%

Operating expenses

Employee compensation 73452 68266 5186 7.6%

Medical claims 205951 202543 3408 1.7%

Operating supplies services 9105 7146 1959 27.4%

Utilities 6007 4470 1537 34.4%

Sludge and refuse disposal 1298 2456 1158 -47.2%

Repair and maintenance 5184 4463 721 16.2%

General and administrative 14328 13602 726 5.3%

Consultants and professional services 8018 5679 2339 41.2%

Depreciation and amortization 21092 18783 2309 12.3%

Total operating expenses 344435 327408 17027 5.2%

Operating loss 8891 8061 830 10.3%

Nonoperating revenues expenses

Intergovernmental revenue 5904 4397 1507 34.3%

Shared state tax revenue 1163 1163 100.0%

Interest income 3849 1609 2240 139.2%

Sewer connection fees 42220 36907 5313 14.4%

Interest expense 4720 4294 426 9.9%

Loss on disposal of capital assets 22 577 555 -96.2%

Amortization of deferred charges 97 97 0.0%

Premium tax 4949 4792 157 3.3%

Total nonoperating revenues 42185 34316 7869 22.9%

Income loss before contributions

and transfers 33294 26255 7039 26.8%

Capital contributions 14607 21926 7319 -33.4%

Transfers in 156 156 100.0%

Transfers out 22 3139 3117 -99.3%

Change in net assets 48035 45042 2993 6.6%
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Key activity within the enterprise funds for fiscal
year

2005-06 include the following

While net operating revenues for the Countys Enterprise Funds increased $16197 operating ex

penses increased $17027 resulting in an operating loss of $8891 or decline of $830 from the

prior year. The operating loss was due to Wastewater Management which reported loss of

$15044 as compared to the operating income reported by Pima Health System and Services of

$3076 Development Services of $3050 and Parking Garages of $27.

Net patient services revenues increased by $9002 from fiscal year 2004-05. This is attributable

to increased membership enrollment for Pima Health System and Services which generated in

creases in capitation revenues.

Charges for services revenues increased by $8790 as compared to the prior year. Wastewater

Management reported an increase of $6587 due to an increase in sewer utility service fee reve

nue. Development Services reported an increase of $2410 due to an increase in permit revenue

as result of an increase in construction activity.

Employee compensation expenses increased by $5186 from fiscal year 2004-05 due to an in

crease of $2351 for Pima Health System and Services and an increase of $2079 for Develop

ment Services. Both increases were primarily due to the Board of Supervisors approved salary

rate increases and position reclassifications.

Medical claims expense continued to increase this year as result of higher enrollment for Pima

Health System and Services during the fiscal year. An increase in doctor fees is also responsible

for portion of the rise in medical claims expenditures.

Sewer connection fees charged by Wastewater Management increased by $5313 due to increased

connection fee rates.

Capital Assets and Debt Administration

Capital Assets

The Countys capital assets increased as result of retroactively reporting the Countys general govern
mental infrastructure bridge assets. GASB Statement No.34 allowed for phase-in period for retroac

tively reporting infrastructure. GASB 34 required this to be completed in Fiscal Year 2006. The imple

mentation of this accounting pronouncement has resulted in restatement of beginning net assets of

$13289. Additional information regarding the Countys restatement of beginning net assets can be found

in Note of the financial statements on page 47 of this report.

The Countys investment in capital for its governmental and business-type activities as of June 30 2006

amounted to $1743699 net of accumulated depreciation an increase of 4.5%. Of the $75070 increase

in net capital assets $74243 98.9% came from governmental activities and $827 1.1% came from

business-type activities. The Countys investment in capital assets consists of land buildings sewage

conveyance systems infrastructure equipment and construction in progress.

Major capital asset events during the current fiscal year included the following

Land increased by $14993 due primarily to the following acquisitions for governmental activi

ties $2017 for the Justice Court complex property $1806 for the Canoa Ranch property $1084

for the Tortolita Mountain Park property $1795 for the Tucson Mountain Park property $1073

for the Rillito Race Track property $3001 for land acquisition related to flood control projects

and $3698 that represented Solid Waste assets transferred from Wastewater Management.
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Buildings and improvements increased by $53655 due primarily to the expansion and upgrade of

the ma Road Treatment Facility for $62010.

Infrastructure increased by $49726 due primarily to the capitalization of $23610 for the Vet

erans Memorial Overpass project $18727 for the Wetmore/Ruthrauff Intersection project

$12681 for the La Cholla Boulevard River Road to Omar Road project and $7809 for the Cata

lina Highway Tanque Verde to Houghton Road project.

Capital assets for the governmental and business-type activities are presented below to illustrate changes

from the prior year

Table

Capital Assets

Governmental and Business-type Activities

Governmental Activities Business-type Activities Total

Fiscal Year Fiscal Year Fiscal Year

2005-2006 20042005 2005-2006 2004-2005 2005-2006 20042005

Land 222954 202408 8706 14259 231660 216667

Construction in progress 115305 117118 14842 63325 130147 180443

Buildings and improvements 271771 268996 239799 188919 511.570 457915

Sewage conveyance system 327.335 322145 327.335 322145

Equipment 38634 35625 6683 7890 45317 43515

Infrastructure 497.670 447944
_____________ _____________

497.670 447944

Total 1146334 1072091 597365 596538 1743699 1668629

As restated See Note and Note of the financial statements

The Countys infrastructure assets are recorded at historical cost and estimated historical cost in the gov
ernment-wide financial statements. Additional information regarding the Countys capital assets can be

found in Note of the financial statements on pages 51-53 of this report.

Lone-term Debt

Significant comparative long-term debt entered into during the last two fiscal years is presented below

Table

Liig-Teim Lbt

GovernnintaI Fancis

Fiscal Year

2OO2OO6 2OO
Bonds issued at face value

Ceneral obligation 65000

Street and highway revenue 51200

Loans 4836

Capital leases 231
___________

Total 5067 116200
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During the fiscal year the Transportation Department received $4836 in loan proceeds for the Alvernon

Way road project from the states Highway Expansion and Extension Loan Program HELP. As of June

30 2006 $1511 of this amount remained unspent. On May 16 2006 Pima County voters approved

$54000 in general obligation bonds for psychiatric facilities.

In the prior year the county received $65000 in proceeds from the sale of general obligation bonds and

$5 1200 from the sale of transportation revenue bonds. As of June 30 2006 $4 186 of proceeds from

general obligation bonds and $9168 from transportation revenue bonds were unspent. The majority of

the general obligation bonds were spent on public health and community facilities parks and recreational

facilities and the Sonoran Desert open space and habitat protection plan while proceeds from transporta

tion revenue bonds were allocated to various roadway projects.

Pima County maintains an rating from Standard Poors and an rating from Moodys for

general obligation bonds street and highway revenue bonds sewer revenue bonds and flood control gen
eral obligation bonds except for the General Obligation Bonds Series 2004 which Standard Poors

upgraded to AA-.

State statutes limit the amount of general obligation debt governmental entity may issue to 15% of its

net assessed valuation. The current debt limitation for Pima County is $907643 which is significantly in

excess of Pima Countys outstanding general obligation debt.

Additional information regarding the Countys debt can be found in Note of the financial statements on

pages 54-62 of this report.

Economic Factors and Next Years Budget

Pima County continues to record steady increases in various aspects of its economy. Increases in residen

tial construction continue to contribute to increases in the real property taxes along with increases in

valuation. Increases in per-capita wage income and sales taxes have also provided indications of eco

nomic growth.

The budget for fiscal year 2006-07 has expenditures for the General Fund increasing by approximately

$35.5 million primarily due to the following

$8.2 million of expenditure authority in the Budget Stabilization Fund in anticipation of

various legislative relief actions partially offset by like reductions in individual affected

department budgets

$8.0 million for an employee compensation package consisting of one step for commis

sioned and corrections staff 2.8 percent for most other employees to address inflation

1.7 percent for employees who are members of the Arizona State Retirement System

whose required contribution will increase by that percentage and an increase in the shift

differential hourly rate

$5.4 million in supplemental funding for individual departments

$5.0 million for possible unallowable fiscal year 2004-05 Transportation expenditures

$4.8 million of various increase identified for General Fund departments that underwent

the zero base budget process

$4.6 million increase in payments to the Metropolitan Tucson Convention Visitors

Bureau

$2.1 million net increase in state mandated employer contributions to the various state

retirement systems $1.8 million increase in the Countys contribution toward the cost of

other non-retirement benefits

$1.7 million representing the annual cost of salary adjustments for correction officers

and specialists approved during fiscal year 2005-06
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$1.1 million in supplemental funding in the Budget Stabilization Fund to fund possible

loss of grant funding by the County Attorney and Sheriff

$3.1 million increase for the primary and general elections held in the fall of 2006 par

tially offset by $1.6 million reduction for the regional transportation plan election held

in the spring of 2006

$1.9 million increase in the adult detention health care contract cost partially offset by

$551 decrease in juvenile detention health care contract costs

$900 reduction for Vocation Rehabilitation costs moved to the Employment Training

Fund

$1.8 million net reduction due to the transfer of Economic Development Tourism

funding to new special revenue fund

$5.0 million scheduled decrease in the Countys obligations under the agreement with

University Physicians Healthcare to operate
the former Kino Community Hospital

Request for Information

This tinancial report is designed to provide general overview of the Countys finances. Any questions

concerning the information provided in this report or requests for additional financial information should

be addressed to the Finance and Risk Management Department 130 W. Congress 6th Floor Tucson AZ
85701.
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PIMA COUNTY Exhibit A-i

STATEMENT OF NET ASSETS

June 30 2006

in thousands

Primary Government Component Unit

Governmental Business-type Southwestern Fair

Activities Activities Total Commission

ASSETS

Cash and cash equivalents 1294

Property taxes receivable net 8824

Interest receivable 463

Internal balances 3659

Due from other governments

Accounts receivable net

Inventories 2645

Prepaids 4397

Investments 911

Other assets 696

Restricted assets

Cash and cash equivalents 2303

Loans receivable 1660

Capital assets not being depreciated

Land

Construction in progress

Capital assets being depreciated net

Buildings and improvements 271771 511570

Sewage conveyance system 327335

Equipment 38634 45317

Infrastructure 497670 497670

Total assets
_________________________________________________________________

LIABiliTIES

Accounts payable

Accrued medical and healthcare claims

Interest payable

Contract retentions

Employee compensation

Due to other governments

Deposits and rebates

Deferred revenues

Noncurrent liabilities

Due within one year

Due in more than one year _____________________________________________________________________

Total liabilities
_________________________________________________________________________

NET ASSETS

Invested in capital assets net of related debt

Restricted for

Special revenue

Highways and streets

Debt service

Capital projects

Wastewater management

Healthcare

Unrestricted
_____________________________________________________________

Total net assets

260630 73347 333977

53046

2960

3659
3.136

22944

8824

463

56182

25904

3147 5792

95 4.492

911

751 1447

15164 17467

1660

222954

115305

16

30

17

1507

402

231660

130147

8706

14842

239799

327335

6683

1488528 712290 2200818 3270

34685 10566 45251 215

18.736 18736

1432 1432

634 634

30670 6369 37039

7790 114 7904

2303 2303 22

7093 2831 9924

56055 11073 67128 104

389945 125347 515292 140

529175 176468 705643 481

761130 466257 1227387 1665

53384 53384

21353 21353

7.934 438 8372

77088 77088 75

48379 48379

5.464 5464

38464 15284 53748 1049

959353 535822 1495175 2789

See Notes to the Financial Statements
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PIMA COUNTY
STATEMENT OF ACTWITIES

For the Year Ended June 30 2006

in thousands

____________________
Program Revenues

Charges for

Functions/Programs Services

Primary government

Governmental activities

General government

Public safety

Highways and streets

Sanitation

Health

Welfare

Culture and recreation

Education and economic opportunity

Amortization unallocated

Interest on long-term debt

Total governmental activities

Business-type activities

Wastewater Management

Pima Health System Services

Development Services

Parking Garages

Total business-type activities

Total primary government

Component unit

Southwestern Fair Commission
_______________________________________________________________

Total component units

General revenues

Property taxes levied for general purposes

Property taxes levied for
regional

flood control district

Property taxes levied for library district

Property taxes levied for debt service

Hotel/motel taxes levied for
sports facility

and tourism

Other taxes levied for stadium district

Unrestricted share of state sales tax

Unrestricted share of state vehicle license tax

Grants and contributions not restricted to specific programs

Interest and penalties on delinquent taxes

Investment earnings

Miscellaneous

Gain on sale of
capital assets

Capital and other contributions

Transfers

Total general revenues and transfers

Change in net assets

Net assets at beginning of year as restated

Net assets at end of year

See Notes to the Financial Statements

Operating

Grants and

Contributions

Capital

Grants and

ContributionsExpenses

208293 26033 30532 692

132583 8136 12193 1300

70392 21617 57057 8068

7258 4531 1136

32043 9693 11664

103085 839

34510 1797 2090

39517 314 19684 38

165

19463

647309 72121 133113 12188

82701 104501 529 449

256583 253748 4468

14422 17140

1479 1485

355185 376874 4997 449

1002494 448995 138110 12637

5411 5563 88

5411 5563 88
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Net Expense Revenue and

Changes in Net Assets

Exhibit A-2

Primary Government

Governmental Business-type

Activities Activities

151036

110954

16350

1591

10686

102246

30615

19481

165

19463

429887

___________ Component Unit

Southwestern Fair

Total Commission

151036

110954

16350

1591

10686

102246

30615

19481

165

19463
429gg7

Business-type activities

Wastewater Management

Pima Health System Services

Development Services

Parking Garages

Total business-type activities

Total primary government

240

240

Component unit

Southwestern Fair Commission

Total component units

See Notes to the Financial Statements

Functions/Programs

Primary government

Governmental activities

General government

Public safety

Highways and streets

Sanitation

Health

Welfare

Culture and recreation

Education and economic opportunity

Amortization unallocated

Interest on long-tents debt

Total governmental activities

22778 22778

1633 1633

2718 2718

27135 27135

429887 27135 402752

237510 237510

19929 19929

15539 15539

43192 43192

6856 6856

1808 1808

103158 103158

25894 25894

7975 7975

5683 5683

12942 3849 16791

12828 1348 14176

323 323

247 14607 14854

134 134

493750 19938 513688 101

63863 47073 110936 341

895490 488749 1384239 2448

959353 535822 1495175
--

2789

General revenues

Property taxes levied for general purposes

Property taxes levied for regional flood control district

Property taxes levied for library district

Property taxes levied for debt service

Hotel/motel taxes levied for
sports facility

and tourism

Other taxes levied for stadium district

Unrestricted share of state sales tax

Unrestricted share of state vehicle license tax

Grants and contributions not restricted to specific programs

Interest and penalties on delinquent taxes

Investment earnings

86 Miscellaneous

Gain on sate of capital assets

IS
Capital

and other contributions

Transfers

Total general revenues and transfers

Change in net assets

Net assets at beginning of year as restated

Net assets at end of
year
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PIMA COUNTY Exhibit -3

BALANCE SHEET

GOVERNMENTAL FUNDS
June 30 2006

in thousands

Other Total

Governmental Governmental

General Transportation Capital Projects Funds Funds

AsseLs

Cash and cash equivalents 45695 19605 93966 58999 218265

Property taxes rcccivablc net 6562 2262 8824

Interest receivable 54 256 20 331

Due from other funds 4669 48 146 1081 5.944

Due from other governments 24869 9.441 2647 15995 52.952

Accounts receivable 1334 28 1338 2.703

Inventory 2027 136 2.163

Prepaid expenditures 3.492 43 71 3606

Loan receivable 1660 1.660

Otherasset.s 160 160

Restricted cash
equivalents ________________ ________________

2303 ________________
2.303

Total assets 88442 31221 99346 79902 298911

Liabilities and fund balances

Liabilities

Accounts payable 11868 1.825 10846 8665 33.204

Contract retentions 601 33 634

Employee compensation 6090 568 25 1604 8.287

Due to other funds 1252 81 III 2940 4.384

Due to other governments 56 7389 309 36 7.790

Deposits and rehate.s 2303 2303

Deferred revenues 17601 3.603 679 6428 28311

Total liabilities 36867 13466 14874 19706 84.913

Fund balances

Reserved for

Inventory 2027 136 2163

Prepaid expenditures 3492 43 71 3.606

Debt service 6784 6784

Capital repairs and refurhishments 75 75

Specified programs 2648 2648

Loan receivable 1660 .660

Unreserved designated for

Special revenue flood
mitigation 1044 1.044

Unreserved undesignated

General fund 46.423 46.423

Capital projects 84472 84.472

Special Revenue 15685 49276 64.961

Debt service
_______________ _______________ _______________

162 162

Total fund balances 51575 17.755 84.472 60196 213998

Total liabilities and fund balances 88442 1.221 99346 79.902 298.911

See Notes to the Financial Statements
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PIMA COUNTY Exhibit -4

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS

June 30 2006

in thousands

Fund balances total governmental funds 213998

Amounts reported for governmental activities in the Statement of

Net Assets are different because

Capital assets used in governmental activities are not financial resources

and therefore are not reported in the governmental funds

Governmental capital assets 1.674.587

Less accumulated depreciation 546.029 1128558

Somc liabilities and their associated issuance costs arc not due and payable

in the current period and therefore are not reported in the governmental funds

Bonds payable 362 .059

cans and leases payable 32.165

Unamortized deferred issuance costs reported as other assets 536 393688

Some compensated absences are not due and payable shortly
after

June 30 2006 and therefore arc not reported in the governmental funds

Employee compensation 21731

Some liabilities are not due and payable shortly after June 30 2006 and

are therefore not reported in the governmental funds

Landfill liability 16268

Deferred revenue in governmental funds is susceptible to full accrual on the

government-wide statements 21218

Internal service funds are used by management to charge the costs of certain

activities to individual funds. The assets and liabilities of the internal service

funds are included in governmental activities in the statement of net assets 27.266

Net assets of governmental activities 959353

See Notes to the Financial Statements
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PIMA COUNTY
STATEMENT OF REVENUES EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the Year Ended June 30 2006

in thousands

Exhibit

Other lotal

Governmental Governmental

Revenues

Taxes

Special assessments

Licenses and permits

Intergovernmental

Charges for services

Fines and forfeits

Interest

Miscellaneous

2429411

2536

143982

27.102

5786

2.491

4.935

78.526

215

368 4.548

58.368 11.157 77.552

.603 19.101 15.776

228

840 4639 3.4 12

765 567 6.898

Funds

321.474

215

7452

291.059

63.582

6.0 14

11.382

13.165

Total revenues 429780 61944 35464 187.155

Expenditttres

Current

General government

Public safety

Highways and streets

Sanitation

Health

Welfare

Cultttre and recreation

Education and economic opportunity

Capital otttlay

Debt service principal

interest

miseellaneons

168.394

96687

2401

102496

13.104

16.682

1.750

1292

35 .487

24542

57

6.271

27.637

538

15457

1.236

121007

48797

18.156

10

203.881

121229

39.394

6.271

30038

103034

28.561

37 .9 18

12 1.007

50.547

9448

IS

Total expenditures 402811 39337 121.007 198.188 761.343

Excess deficiency of reventies over

under expenditures 26969 22607 85543 11.033 47.000

Other financing sources uses

Capital leases

Proceeds from sale of capital assets

Face amount of long-term debt

Transfers in

Transfers out

Total other financing sources uses

231

18

38834

15.140

22365 23.943 9168

Net change in fund balances 14.348 1912 63.178 12910 37832

Frtntl balance at beginning of year 37.227 19.793 147650 47337 252.007

Change in reserve for inventory

Change in reserve for prepaids

Fund balance at end of
year

See Notes to the Financial Statements

General Transportation Capital Projects Funtls

714343

39.3 37

22

3563

16206

376

22

24917

12.621 24.519

4.836

17529

231

416

4.836

59.948

56.263

126 62

51.575 17755 84472 60196

1118

213.998
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PIMA COUNTY Exhibit -6

RECONCILIATION OF THE STATEMENT OF REVENUES EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30 2006

in thousands

NJct change in fund balances total govcrnrncntal funds 37832

Amounts reported for governmental activities in the Statement of Activities

are different because

Governmental funds
report capita outlays as expenditures. However.

in the statement of activities the cost of those assets is depreciated

over their estimated useful lives and reported as depreciation expense

Expenditures for
capital assets 105537

Less current year depreciation 42629 62908

Transfers of capital assets between governmental activities and

proprietary funds are not reported in the governmental funds but are

recognized in the statement of activities 11335

Transfers of long lena liabilities between governmental activities and

proprietary funds are not reported in the governmental funds but are

recognized in the statement of activities l5780

The issuance of long-term debt e.g. bonds leases provides current financial

resources to governmental funds but increases long-term liabilities in the statement

of net assets. Repayment of the principal of debt is an expenditure in the governmental

funds but the repayment reduces long-tenn liabilities in the Statement of net assets.

Also governmental funds
report

the effect of issuance costs premiums discounts and

similar items when debt is first issued whereas these amounts are deferred and amortized

in the statement of activities. This amount is the net effectpf these differences in the

treatment of long-term debt and related items

Face amount of long-term debt 4836
Face amount of capital lease 231

Debt service principal payments 50547

Amortization expense 165 45315

Some revenues reported in the statement of activities do not represent

the collection of current financial resources and therefore are not reported as

revenues in the governmental funds.

Property tax revenues 378

Other 1464 1842

Some expenses reported in the statement of activities do not require the use of

current financial resources and therefore are not reported as expenditures in the

governmental funds

Change in compensated absences 1920
Change in landfill liability 632

Net book value of capital asset disposals 127

Change in reservation of fund balances 177 2856

Internal service funds are used by management to charge the Costs of certain

activities to individual funds. portion of the net expense of the internal service funds is

reported
with

governimiental
activities 1069

Change in net assets of governmental activities 63863

See Notes to the Financial Statements
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PIMA COUNTY Exhibit -7

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

June 30 2006

in thousands

Business-type Activities

Enterprise Funds Governmental

Pima Other Total Activities-

Health System Wastewater Enterprise Enterprise Internal Service

Services Manageutient Funds Funds Funds

Assets

Current assets

Cash and cash equivalents 2739 42.261 18347 73.347 42.365

Restricted cash and cash equivalents 14.672 14.672

Interest receivable 132

Due from other funds 381

Due from other
governilients 2843 293 3.136 94

Accounts receivable net 14.624 8318 22.944 257

tnventory 116 3031 3147 482

Prepaid espense _______________
93 95 791

Total current assets 30323 68669 18.351 117.343 44502

Noncurrent assets

Restricted cash and cash equisalents 492 492

Investtnents 911

Capital assets

Land and other improvements 6.845 1.861 87116 592

Buildings and improvements 1.116 340.260 12.927 354.303 614

Sewage conveyance systetn 490.600 490.600

Equipment 1.302 12.974 .989 16265 2936
Less accuittulated depreciation 1.528 277.567 8.256 287351 12791

Construction in progress
_______________

14.842
_______________

4.842
_______________

Total capital assets net of accumulated depreciation
890 587.954 8521 597365 17776

Deferred tinancing costs
________________

751
________________

751
________________

Total noncurrent assets 890 589.197 8.521 598.608 18.687

Total assets 31.213 657.866 26872 715951 63.189

Liabilities

Current liabilities

Accounts payable 911 8.330 1325 10566 1.481

Accrued ntedical and health care claittis 18.736 18.736

Employee compensation 2.348 2991 1.030 6369 652

Interest payable 1.432 1432

Due to otlter funds 1.657 177 1841 102

Due to other
governments

24 90 114

Deferred revenues 2.829 2.831

Current portion of sewer revenue bonds 5570 5.570

Current portion of wastewater loans payable 5.503 5.503

Current
portion reported hut

unpaid
losses 5507

Current portion incurred but not reported losses 2.046

Total current liabilities 23654 26.856 2452 52.962 9.788

Noncurrent liabilities

Contracts and notes 4.562 4562

Sewer revenue bonds 46140 46140

Wastewater loans payable 74.645 74.645

Reported hut unpaid tosses 20.257

Incurred but not reported losses
________________ ________________ ________________ ________________

7.698

Total noncurrent liabilities

_______________
125.347

_______________
125.347 27.955

Iotal liabilities 23.654 152.203 2.452 178309 37743

Net assets

Invested in Capital assets net of related debt 890 456846 8.521 466257 17776

Restricted for

Debt service 438 438

Wastewater management 4.356 4.356

Healthcare 5.464 5464

Unrestricted 1.205 44.023 15899 61.127 7.670

Total net assets .5 7559 505663 24420 537.642 25446

Soitte ailiounts reported for business-type activities in the

Statement of Net Assets are different because certain internal

service fund assets and liabilities are included with business-type

activities. 1820

Net assets of business-type activities 535.822

See Notes to the Financial Statements

36



PIMA COUNTY Exhibit -8

STATEMENT OF REVENUES EXPENSES AJ1D CHANGES EN FUND NET ASSETS

PROPRIETARY FUNDS
For the Year Ended June 30 2006

in thousands

Business-type Activities

Enterprise Funds Governmental

Pima Other Total Activities-

Health System Wastewater Enterprise Enterprise lnterttal Service

Services Mttnngcmcnt Fttnds Fttnds Funds

Operatittg revenues

Net patient services 252.034 252.034

Charges for services 1.714 61.823 8.625 82.162 32177

Other 649 451 248 1348 2128

Total net operating revenues 254.397 62.274 8873 335.544 34.305

Operating expenses

Employee compensation 35.801 27.625 0026 73.452 6.772

Medical claims 205951 205.951

Operating supplies and services 1.602 6.322 1.181 9.105 5.404

Utilities 372 5314 321 6.007 808

Sludge and refttse disposal 1.298 1.298

Repair and mainteltance 397 4.297 490 5.184 3.133

Incurred losses 12185

Insurance premiums 5.163

General and administrative 5493 6.436 2399 14.328 2243

Consultants and
professional

services 1.487 5610 921 8.018 503

Depreciation 218 20.416 458 21.092 2.316

Total operating expenses 251.321 77318 15796 344.435 38527

Operating income loss 3076 15044 3077 8891 4222

Nortoperatittg revettues expenses

Intergovernmental revenue 4.468 1436 5.904

Interest income 1.464 1.784 3.849 1531

Sewer connection fees 42.220 42220

Interest expense 96 4624 4.720

Gain loss ott disposal of capital assets 20 22 34

Amortization of deferred charges 97 97
Premium tax 4.949 _________________ _________________

14.949
_________________

Total nonoperating revenues expenses 887 40.699 599 42.185 1.565

Income loss before contributions and transfers 3963 25655 3.676 33294 2.657

Capital
contributions 14607 14.607

Transfers in 156 156 626

Transfers out 22 22
__________________

Change in net assets 3.963 40.396 3.676 48.035 2.03

Net assets at beginning of year 3.596 465.267 20.744 489607 27.477

Net assets at end of year 7559 505663 24.420 537642 25446

Some amounts reported for business-type activities in the

Statement of Activities are different because
portion of the

net expense of certain internal service funds is reported

with business-type activities 962

Change in ttet assets of business-type activities 47.073

See Notes to the Financial Statements
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PIMA COUNTY Exhibit -9

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30 2006

in thousands

Govcrnmcntal

Pima Other Total Activities-

Health System Wastewater Enterprise Enterprise Internal Service

Services Management Funds Funds Funds

Cash flows from operating activities

Cash received from other funds for goods and services provided 1.670 78 1.748 32.177

Cash received from customers for goods and services provided 247244 61.819 18659 327.722

Cash received from miscellaneous operations 662 45 248 1.361 2.387

Cash payments to suppliers for goods and services 218.327 21.805 2.531 242.663 14.430

Cash payments to other funds for goods and services 3.363 7478 2.932 13.773 2.956

Cash payments for incurred losses 6.950

Cash payments to employees for services 36.039 282t5 9.296 73550 7004

Net cash provided by used for operating activities 8.153 4.772 4.226 845 3224

Cash flows from noncapital financing activities

Interest paid on short-term credit 103 103

Cash transfers in from other funds 322

Cash transfers out to other funds 4.312 4.312

Loans with other funds 1.797 128 1.669 IS
Premium Tax 4.949 4.949

Intergovernmental revenues 4.66 529 5190
______________

Net cash provided by used for noncapital financing activities 2.188 3.655
_______________

5.843 307

Cash flows from capital and related financing activities

Proceeds from issuance of bonds and loans 086 1.086

Principal paid on bonds and loans 9.50 9.50
Interest paid on bonds and loans 4.225 4225
Sewer connection fees 42142 42.142

Proceeds from sale of capital assets 275

Proceeds from intergovernmental contract 191 191

Purchase of capital assets 47 14.340 843 15230 2686

Net cash provided by used for capital and

related financing activities 47 5.355 843 14.465 2.4

Cash flows from investing activities

Interest received on cash and investments 1.538 1.87 630 4.039 1.547

Net cash provided by investing activities 1538 1.871 630 4039 1547

Net increase decrease in cash and cash equivalents 8850 18.343 4.013 13.506 2.667

Cash and cash equivalents at beginning of
year 21589 39082 14.334 75.005 39.698

Cash and cash equivalents at end of
year 12739 57425 18.347 88.511 42.365

Continued

See Notes to the Financial Statements
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PIMA COUNTY Exhibit 9.1

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30 2006

in thousands

Continued

Governmental

Reconciliation of operating income loss to net Pima Other Total Activities-

cash provided used by operating activities Health System Wastewater Enterprise Enterprise Internal Service

Services Management Funds Funds Funds

Operating income loss 3076 15044 3077 8891 4222

Adjustments to reconcile operating income loss to

net cash provided used by operating activities

Depreciation and amortization 218 20.416 458 21092 2.316

Decrease increase in assets

Accounts Receivable 5773 241 16 5998 273

Due from other governments 834 237 18 1089 13
Inventory and other assets 216 219 42

Prepaid expenses 67 68
Increase decrease in liabilities

Accounts payable 5471 265 719 4487 175
Interfund payables

Due to other funds

Due to other governments 12 34 46

Reported hut unpaid losses 4.921

Incurred but not reported losses 14

Other current liabilities 1031 590 102 1723 232

Net cash provided by used for operating activities 8153 4772 4226 845 3.224

Noncash investing capital and noncapital financing activities during the year ended June 30 2006

Wastewater Management Enterprise Fund retired capital assets with net book value of $22

Wastewater Management Enterprise Fund received contributed developer-built conveyance systems with estimated fair values totaling $14408

and other capital a.sseLs with net hook value of $26. These contributions were recorded as an increase in
capital assets and

capital
contributions.

Wastewater Management Enterprise Fund recorded Board of Supervisor approved connection fee credit agreement of $17. This credit was

recorded as an increase to deferred revenue and decrease to capital contributions.

Wastewater Management Enterprise Fund retired expired sewer credit agreements totaling $190. This transaction was recorded as decrease to

deferred revenue and an increase in capital contributions.

Wastewater Management Enterprise Fund transferred the capital assets of the Solid Waste Management division with net book value of $11335

to the Countys general government.

Wastewater Management Enterprise Fund conveyed the long-term liabilities of the Solid Waste Management division in the amount of$ 15780 to

the Countys general government.

Other
Enterprise

Funds disposed of capital assets with net book value of $2.

Internal Service Funds sold assets with net book value of S24l. resulting in gain on disposal of $34.

Internal Service Funds had unpaid transfers of $304 at year-end.

Internal Service Funds translrred $5 of completely depreciated capital assets to and received $11 of completely depreciated capital assets from the

Countys general capital assets.

See Notes to the Financial Statements
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PIMA COUNTY Exhibit 10

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

June 30 2006

in thousands

Investment

Trust Agency

Funds Funds

ASSETS

Cash and cash equivalents 236494 53521

Interest receivable 727

Due from other governments 3715

Total assets 237221 57236

LIABILITIES

Employee compensation 7558

Due to other governments 26594

Deposits and rebates 23084

Total liabilities
___________________

57236

NET ASSETS ____________
Held in trust for pooi participants 237221

See Notes to the Financial Statements
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PIMA COUNTY Exhibit Ii

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
For the Year Ended June 30 2006

in thousands

Investment

Trust

Funds

ADDITIONS

Contributions from participants 2263471

Total contributions 2263471

Investment earnings 9002

Total investment earnings 9002

Total additions 2272473

DEDUCTIONS

Distributions to participants 2237409

Total deductions 2237409

Change in net assets 35064

Net assets held in trust July 12005 202157

Net assets held in trust June 30 2006 237221

See Notes to the Financial Statements

41



PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary of Significant Accounting Policies

The accounting policies of Pima County conform to generally accepted accounting principles applicable to

governmental units adopted by the Governmental Accounting Standards Board GASB.

A. Reporting Entity

The County is general-purpose local government that is governed by separately elected board of Pima

County supervisors. The accompanying financial statements present the activities of the County the primary

government and its component units.

Component units are legally separate entities for which the County is considered financially accountable.

Blended component units although legally separate entities are in substance part of the Countys operations.

Therefore data from these units is combined with data of the primary government. Discretely presented

component units on the other hand are reported in separate column in the government-wide financial

statements to emphasize they are legally separate from the County. Each blended and discretely presented

component unit discussed below has June 30 year-end.

The Pima County Stadium District legally separate entity was formed to promote and establish major league

baseball spring training in Pima County. The Board of Directors of the District comprises the same individuals

who constitute the Pima County Board of Supervisors. Acting in the capacity of the Board of Directors the

Pirna County Board of Supervisors is able to impose its will on the District. The Board of Directors levies the

car rental surcharge rates and the recreation vehicle RV park tax for the District. The District is reported as

special revenue fund blended component unit in these financial statements. Complete financial statements

for the District can be obtained from the Pima County Department of Finance and Risk Management located at

130 West Congress Street Tucson Arizona 85701.

The Pima County Library District was established in 1986 when legislation allowed full taxing authority and

the ability to enter into agreements with other jurisdictions for the provision of library services. The Board of

Directors is the Pima County Board of Supervisors. The Library District and the City of Tucson had

intergoverniiiental agreements to provide library services since 1986 through June 30 2006. On July 2006

the District assumed control of the operations of the libraries. The transition of operations from the City of

Tucson to the District is governed by an intergovernmental agreement that is described in Note 16. The Library

District is reported as special revenue fund blended component unit in these financial statements. Separate

financial statements for the District are not available.

The Pima County Regional Flood Control District was established in 1978. The District is responsible for

floodplain management activities for the unincorporated areas of Pima County except national forests parks

monuments and Native American Nations the City of South Tucson and the Town of Sahuarita. The Pima

County Board of Supervisors is the Board of Directors for the Flood Control District. The Regional Flood

Control District is reported as special revenue fund blended component unit in these financial statements.

Separate financial statements for the District are not available.

The Southwestern Fair Commission Inc. SFC is nonprofit corporation which manages and maintains the

fairgrounds owned by the County and conducts an annual fair and other events at the fairgrounds. The

Commissions members are appointed and can be removed at any time by the Pima County Board of

Supervisors. Based on these factors and because SFC does not provide services entirely or almost entirely to

the County but rather to the general citizenry SFC is reported as separate component unit discrete

presentation in these financial statements. Complete financial statements for SFC can be obtained from the

Pima County Department of Finance and Risk Management located at 130 West Congress Street Tucson

Arizona 85701.
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary Of Significant Accounting Policies continued

Related Organization

The Industrial Authority of Pima County Authority is legally separate entity that was created to promote

economic development and the development of affordable housing. The Authority fulfills its function through

the issuance of tax-exempt bonds. The County Board of Supervisors appoints the Authoritys Board of

Directors. The Authoritys operations are completely separate from the County and the County is not

financially accountable for the Authority. Therefore the financial activities of the Authority have not been

included in the accompanying financial statements.

B. Basis of Presentation

The basic financial statements include both government-wide statements and fund-based financial statements.

The government-wide statements focus on the County as whole while the fund-based financial statements

focus on major funds. Each presentation provides valuable information that can be analyzed and compared

between years and between governments to enhance the usefulness of the information.

Government-wide statements provide information about the primary government and its component units.

The statements include statement of net assets and statement of activities. These statements report the

financial activities of the overall government except for fiduciary activities. They also distinguish between the

governmental and business-type activities of the County and between the County and its discretely presented

component unit. Governmental activities are financed primarily through taxes and intergovernmental

revenues. Business-type activities are financed in whole or in part by fees charged to external parties.

statement of activities presents comparison between direct expenses and program revenues for each

function of the Countys governmental activities and segment of its business-type activities. Direct expenses

are those that are specifically associated with program or function and therefore are clearly identifiable to

particular function. The County does not allocate indirect expenses to programs or functions. Program

revenues include

Charges for services fines and forfeitures licenses and permits and special assessments

Operating grants and contributions

Capital grants and contributions

Revenues that are not classified as program revenues including internally dedicated resources and all taxes are

reported as general revenues. The net effect of interfund activity has been eliminated from the government-

wide financial statements to minimize the double counting of internal activities.

Fund-based financial statements provide information about the Countys funds including fiduciary funds

and blended component units. Separate statements are presented for the governmental proprietary and

fiduciary fund categories. The emphasis of fund-based financial statements is on major governmental and

enterprise funds each displayed in separate column. All remaining governmental and enterprise funds are

aggregated and reported as non-major funds. Fiduciary funds are aggregated and reported by fund type.

Proprietary funds are financed mainly by fees and charges to users of the services provided by the funds

operations. Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating

revenues and expenses generally result from providing services and producing and delivering goods in

connection with proprietary funds principal ongoing operations. All revenues and expenses not meeting this

definition are reported as nonoperating revenues and expenses.

43



PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary Of Significant Accounting Policies continued

The County reports the following major governmental funds

The General Fund is the Countys primary operating fund. It accounts for all financial resources of the

general government except those required to be accounted for in another fund.

The Capital Projects Fund accounts for financial resources to be used for the acquisition or construction of

major capital facilities other than those financed by proprietary funds.

The Transportation Fund accounts for administrative and operating costs as well as resources transferred to

the Capital Projects Fund for construction of highways and streets and resources transferred to the Debt

Service Fund for payment of Transportation Revenue bonds. Financing is provided primarily from the County

share of gasoline and vehicle license tax collected by the State.

The County reports the following major enterprise funds

Pima Health System and Services provides payment for health care services including inpatient hospital care

and outpatient clinical care for medical and psychiatric problems indigent health care under the Arizona

I-lealth Care Cost Containment System AHCCCS an alternative to Medicaid home health services and long-

term nursing care.

Wastewater Management Fund accounts for the management and operation of wastewater treatment and

water pollution control programs.

The County reports the following fund types

Internal Service Funds account for the financing of goods or services provided by one department or agency

to other departments or agencies of the County or to other governmental units on cost-reimbursement basis.

These funds account for fleet maintenance and operation insurance printing and graphic services and

telecommunications services.

Investment Trust Funds account for assets held by the County Treasurer in an external investment pool and

individual investment accounts for the benefit of outside jurisdictions.

Agency Funds account for the assets held by the County as an agent for individuals private organizations or

other governmental units. The agency fund is custodial in nature and does not present results of operations.

C. Basis of Accounting

Primary government

The government-wide proprietary funds and fiduciary funds financial statements are presented using the

economic resources measurement focus and the accrual basis of accounting. Revenues are recorded when

earned and expenses are recorded at the time liabilities are incurred regardless of when the related cash flows

take place. Property taxes are recognized as revenue in the year for which they are levied. Grants and

donations are recognized as revenue as soon as all eligibility requirements imposed by the provider have been

met.

Governmental funds in the fund-based financial statements are reported using the current financial resources

measurement focus and the modified accrual basis of accounting. Under this method revenues are recognized

when measurable and available. The County considers all revenues reported in the governmental funds to be
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary Of Significant Accounting Policies continued

available if the revenues are collected within 30 days after year-end. Revenues that are collected after 30 days

are reported as deferred revenues. The Countys major revenue sources that are susceptible to accrual are

property taxes intergovernmental and charges for services.

Expenditures are recorded when the related fund liability is incurred except for principal and interest on

general long-term debt claims and judgments and compensated absences which are recognized as

expenditures to the extent they are due and payable. General capital asset acquisitions are reported as

expenditures governmental funds. Proceeds of general long-term debt and acquisitions under capital lease

agreements are reported as other financing sources.

Under the terms of grant agreements the County funds certain programs by combination of grants and

general revenues. Therefore when program expenses are incurred there are both restricted and unrestricted

net assets available to finance the program. The County applies grant resources to such programs before using

general revenues.

The Countys business-type activities and enterprise funds follow FASB 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. The County has chosen the option not to

follow FASB statements and interpretations issued after November 30 1989.

Discretely presented component unit

SFCs financial statements are presented using the economic resources measurement focus and the accrual

basis of accounting. The Commissions policy is to apply all FASB pronouncements issued after November 30

1989.

D. Cash and Investments

Primary government

For purposes of its statement of cash flows the County considers only those highly liquid investments with

maturity period of months or less when purchased to be cash equivalents. All investments are stated at fair

value.

If an individual fund has deficit balance in the amount on deposit with the County Treasurer at year-end that

balance is reclassified as an amount due to other funds.

Discretely presented component unit

SFCs cash and cash equivalents consist of short-term highly liquid investments with original maturities of

three months or less.

E. Inventories and Prepaids

The County accounts for its inventories in the governmental funds using the purchases method.

Inventories of the governmental funds consist of expendable supplies held for consumption and are recorded as

expenditures at the time of purchase. Amounts on hand at year-end are shown on the balance sheet as an asset

for informational purposes only and are offset by fund balance reserve to indicate that they do not constitute

available spendable resources. These inventories are stated at cost using the first-in first-out method or

average cost method.
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PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Summary Of Significant Accounting Policies continued

Inventories of Pima Health System and Services an enterprise fund are valued at the lower of cost or market

cost being determined on the first-in first-out method.

Inventories of Wastewater Management an enterprise fund are valued at lower of cost or market cost being

determined using the moving average method.

Inventories of Fleet Services an internal service fund are valued at the lower of cost or market cost being

determined using the moving average
method.

Prepaid expenses/expenditures are accounted for using the consumption method except for the School Reserve

Fund reported as an Other Governmental Fund which uses the purchases method.

F. Property Tax Calendar

The County levies real and personal property taxes on or before the third Monday in August that become due

and payable in two equal installments. The first installment is due on the first day of October and becomes

delinquent after the first business day of November. The second installment is due on the first day of March of

the next year and becomes delinquent after the first business day of May. lien assessed against real and

personal property attaches on the first day of January preceding assessment and levy.

G. Capital Assets

Capital assets are reported at actual cost or estimated historical cost if historical records are not available.

Donated assets are reported at estimated fair value at the time received.

Capitalization thresholds depreciation methods and estimated useful lives of capital assets reported in the

government-wide statements and proprietary funds are as follows excluding component units

Capitalization Depreciation Estimated

Threshold Method Useful Life

Land All N/A N/A

Land improvements All Straight Line 20 to 30 Years

Buildings and building $100 Straight Line 10 to 50 Years

improvements

Equipment Straight Line to 25 Years

Fleet service vehicles Units of Production based on to 15 Years

number of hours or miles

Infrastructure $100 Straight Line 10 to 50 Years

Discretely presented component unit

SFC capital assets are reported at actual cost. Depreciation is provided by the straight-line method over the

assets estimated useful life which range from to 40 years.
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Notes to Financial Statements
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in thousands

Note Summary Of Significant Accounting Policies continued

H. Investment Earnings

Investment earnings is composed of interest dividends and net changes in the fair value of applicable

investments.

I. Compensated Absences

Compensated absences consist of vacation leave and calculated amount of sick leave earned by employees

based on services already rendered.

Employees may accumulate up to 240 hours of vacation depending upon years of service but any vacation

hours in excess of the maximum amount that are unused at year-end are forfeited. Upon termination of

employment all unused and unforfeited vacation benefits are paid to employees. Accordingly vacation

benefits are accrued as liability in the financial statements.

Employees may accumulate limited number of sick leave hours. Generally sick leave benefits provide for

ordinary sick pay and are cumulative but are forfeited upon termination of employment. Sick leave benefits do

not vest with employees however employees who are eligible to retire from County service into the Arizona

State Retirement System Public Safety Personnel Retirement System or Corrections Officer Retirement Plan

may request sick leave be converted to annual leave on predetermined conversion basis. An estimate of

those retirement payouts is accrued as liability in the government-wide financial statements.

Note Net Asset Beginning Balances Restated

In compliance with GASB Statement No. 34 Pima County retroactively reported its Transportation bridges

infrastructure network that was acquired or received substantial improvement subsequent to December 31

1975. The retroactive capitalization amount at July 2005 was based on historical cost where applicable and

on estimated historical cost where determining historical cost was not practical due to inadequate records. The

depreciation amount was calculated using the straight-line method and useful life of 30 years.

The following summarizes the restatement for infrastructure

Governmental Activities

Net assets June 30 2005 as previously reported 882201

Transportation bridges 13289

Net assets July 2005 as restated 895.490

Note Cash And Investments

Primary Government

The Countys cash and investment policies are governed by State statutes and by bond covenants. The County

Treasurer is authorized to invest public monies in the State Treasurers Investment Pool interest bearing

savings accounts certificates of deposit and repurchase agreements in eligible depositories bonds or other

obligations issued or guaranteed by the United States government or any of the senior debt of its agencies

sponsored agencies corporations sponsored corporation or instrumentalities specified state and local

government bonds specified commercial paper bonds debentures and notes issued by corporations organized

and doing business in the United States and bonds of the State of Arizona or any of its counties cities towns
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Notes to Financial Statements

June 30 2006

in thousands

Note Cash And Investments continued

or school districts as specified by statute. in addition the County Treasurer may invest trust funds in fixed

income securities of corporations doing business in the United States or District of Columbia.

Credit riskThe State statutes have the following requirements for credit risk

1. Commercial paper must be rated P1 by Moodys Investors Service or Al or better by Standard and Poors

rating service.

2. Corporate bonds debentures and notes must be rated or better by Moodys Investors Service or Standard

and Poors rating service.

3. Fixed income securities must carry one of the two highest ratings by Moodys Investors Service and

Standard and Poors rating service. If only one of the above-mentioned services rates the security it must

carry the highest rating of that service.

Custodial credit riskStatutes also require collateral for demand deposits certificates of deposit and

repurchase agreements at 101 percent of all deposits not covered by federal depository insurance.

Concentration of credit riskStatutes do not include any requirements for concentration of credit risk.

Interest rate riskStatutes require that public monies invested in securities and deposits have maximum

maturity of years and that public operating fund monies invested in securities and deposits have maximum

maturity of years. Investments in repurchase agreements must have maximum maturity of 180 days.

Foreign currency riskStatutes do not allow foreign investments.

DepositsAt June 30 2006 the carrying amount of the Countys deposits was $27113 and the bank balance

was $37291.

Custodial credit riskCustodial credit risk is the risk that the County will not be able to recover its deposits

if financial institution fails. The County does not have formal policy with respect to custodial credit risk.

As of June 30 2006 $783 of the Countys bank balance was exposed to custodial credit risk as follows

Uninsured and uncollateralized 700

Uninsured with collateral held by the banks

safekeeping department 83

Total 783

InvestmentsAt June 30 2006 the Countys investments consisted of $420115 invested in marketable

securities $194151 invested in the State Treasurers Investment Pool and $911 invested in local

government bond. Cash from the County and from external legally separate governments are pooled to

purchase the investments in marketable securities and the State Treasurers Pool. The State Board of

Investment provides oversight for the State Treasurers pools. The fair value of participants position in the

pool approximates the value of that participants pool shares and the participants shares are not identified with

specific investments.
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Note Cash And Investments continued

Credit riskCredit risk is the risk that an issuer or counterparty to an investment will not fulfill its

obligations. The County does not have formal investment policy with respect to credit risk. At June 30

2006 credit risk for the Countys investments was as follows

Investment Type Rating Rating Agency Amount

Commercial paper Al Pt Moodys 22894

Fannie Mae Federal National Mortgage

Association AAA Aaa Moodys 178797

Freddie Mac Federal Home Loan Mortgage

Corporation AAA Aaa Moodys 59436

Tn-party repurchase agreement Unrated 158988

State Treasurers Investment Pool Unrated 194151

Local governments bonds Unrated 911

Total 615.177

Custodial credit riskFor an investment custodial credit risk is the risk that in the event of the

counterpartys failure the County will not be able to recover the value of its investments or collateral securities

that are in the possession of an outside party. The County has no formal policy with respect to custodial credit

risk. Of the Countys $615177 of investments 100% of the commercial paper Freddie Mac and Fannie Mae

discount notes and tn-party repurchase agreement totaling $420115 are uninsured and held by the

counterparty in the Countys name.

Concentration of credit riskThe County has no formal policy with respect to limiting the amount the

Treasurer may invest in any one issuer. More than 5% of the Countys investments were with the Bank of

America including the tn-party repurchase agreement and 87% of the commercial paper Federal Home Loan

Mortgage Corporation and Federal National Mortgage Association. These investments were 29% 10% and

29% respectively of total investments.

Interest rate riskInterest rate risk is the risk that changes in interest rates will adversely affect an

investments fair value. The County does not have formal investment policy with respect to interest rate risk.

As of June 30 2006 the County had the following investments

Weighted Average Maturity

Investment Type Amount Years

State Treasurers Investment PoolS $103729 0.14

State Treasurers Investment Pool 90422 0.10

Commercial paper 22894 0.09

Fannie Mae Federal National Mortgage Association 178797 0.08

Freddie Mac Federal Home Loan Mortgage Corporation 59436 0.09

Tn-party repurchase agreement 158988 0.01

Local governments bonds 911 2.50

$6 15.177
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Note Cash And Investments continued

reconciliation of cash deposits and investments to amounts shown on the Statements of Net Assets follows

Cash on Amount of Amount of

hand deposits investments Totals

Cash deposits and investments 80 27113 $615177 642370

Governmental Business-Type Investment Agency

Activities Activities Trust Funds Funds Totals

Statement of Net Assets

Cash and cash equivalents 262933 88511 236494 53521 641459

Investments 911
__________________ _________________ ______________

911

Total 263844 88511 236494 53521 642370

county Treasurers Investment PoolArizona Revised Statutes require community colleges school districts

and other local governments to deposit certain public monies with the County Treasurer. The County

Treasurer has fiduciary responsibility to administer those and the County monies under her stewardship. The

County Treasurer invests on pool basis all idle monies not specifically invested for fund or program. In

addition the County Treasurer determines the fair value of those pooled investments annually at June 30. The

County Treasurers Investment Pool is not registered with the Securities and Exchange Commission as an

investment company and there is no regulatory oversight of its operations. The structure of the Pool does not

provide for shares and the County has not provided or obtained any legally binding guarantees to support the

value of the participants investments. The County Treasurer allocates interest earnings to each of the Pools

participants.

The Pools net assets consist of $178797 of Fannie Mae $158988 of tn-party repurchase agreement $59436

of Freddie Mac $35306 of State Treasurers Investment Pool $22894 of commercial paper and $3062 of

cash and are subject to applicable risks as disclosed above.

condensed statement of the Pools net assets and changes in net assets follows

Statement of Net Assets

Net assets held in trust for

Internal participants 1241

External participants 146072

Total Liabilities

Total net assets held in trust 458483

Statement of Changes in Net Assets

Total additions 4974430

Total deductions 4895603

Net increase 78827

Net assets held in trust

July 2005 379656

June 30 2006 458483

Discretely Presented Component Units

Southwestern Fair CommissionAt June 30 2006 the commissions cash and cash equivalents of $1294

consisted of deposits with financial institutions. Of the total balance $994 was exposed to custodial credit risk

because it was uninsured and uncollateralized.

50



PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note Due from Other Governments

Governmental Activities

Capital Other Internal Total

Transportation Projects Governmental Service Governmental

General Fund Fund Funds Funds Activities

Federal governittent

Grants and contributions 357 395 535 11368 12656

State of Arizona

raves and shared revenues 23.125 8875 717 32717

Grants and contributions 100 257 1969 2331

City of Tucson

Reittibursetitent for services 1090 1855 1783 4728

Due from other governments

Reimmibursemnent forservices 297 71 158 88 614

total due from other governments 24869 9441 2647 15995 94 53046

Business-tyoe Activities

Pima Health Total

System and Wastewater Business-type

Services Mana2ement Activities

Federal government

Grains ammml contributions 293 293

State of Arizona

Grants and contributions 2843
____________________

2843

Total due front other governments 2843 293 3136

Note Capital Assets

Capital asset activity for the year ended June 30 2006 was as follows

Balance

July 2005 Balance

as restated Increases Decreases June 30. 2006

Governmental activities

Capital assets not being depreciated

Land 202408 20546 222954

Construction in progress 117118 80508 82321 115305

Total capital assets not being depreciated 319526 101054 82321 338259

Capital assets being depreciated

Buildings and improvements 371874 12146 384020

Infrastructure 812700 76951 889651

Equipment 79452 16593 2821 93224

Total capital assets being depreciated 1.264026 105690 2821 1366895

Less accumulated depreciation for

Buildings and improvements 102878 9371 112249
Infrastructure 364756 27225 391981

Equipment 43827 13216 2453 54590

Total accumulated depreciation 511461 49812 2453 558820

Total capital assets being depreciated net 752565 55878 368 808075

Governmental activities capital assets net 1072091 156932 82689 1146334
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Note Capital Assets continued

Balance Balance

juI 2005 Increases Decreases June 30 2006

Business-type activities

Capital assets not being depreciated

Land 14259 2288 7841 8706

Construction in progress 63325 11017 59.500 14842

Total capital assets not being depreciated 77584 13305 67341 23548

Capital assets being depreciated

Buildings and improvements 294265 62298 2260 354303

Infrastructure 475148 15452 490600

Equipment 20932 1819 6486 16265

Total capital assets being depreciated 790345 79569 8746 861168

Less accumulated depreciation for

Buildings and improvements 105346 9831 673 114504
Infrastructure 153003 10262 163265

Equipment 13042 999 4459 9582
Total accumulated depreciation 271391 21092 5132 287351

Total capital assets being depreciated net 518954 58477 3614 573817

Business-type activities capital assets net 596538 71782 70955 597365

The July 2005 governmental activities capital asset balance was restated to include recognition of the bridges network

general infrastructure assets as explained in Note to the financial statements. The increase to governmental activities capital

assets include capital assets transferred from the Wastewater Management Enterprise Fund Solid Waste division with

acquisition costs of $16185 and accumulated depreciation of $4867.

Depreciation expense was charged to functions as follows

Governmental activities

General government 5144

Public safety 8974

Highway and streets 22972

Sanitation 446

Health 1444

Welfare

Culture and recreation 3381

Education and economic opportunity 260

Internal service funds 2316

Total governmental activities depreciation 44945

Business-type activities

Pima Health System Services 218

Parking Garages 337

Wastewater Management 20416

Development Services 121

Total business-type activities depreciation 21092
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Balance Balance

july 1. 2005 Increases Decreases june 30 2006

Discretely presented component unit

Southwestern Fair Commission SFC
Capital assets being depreciated

Buildings and improvements 3654 56 3707

Equipment 1492 122 1612

Total capital assets being depreciated 5146 178 5319

Less accumulated depreciation for

Buildings and improvements 2092 111 2200
Equipment 1140 72 1210
Total accumulated depreciation 3232 183 3410

Total capital assets being depreciated net 1914 _______________
1909

SFC capital assets net 1914
_______________

1909

Note Claims Judgments And Risk Management

Pima County is defendant in number of court actions. In the opinion of County management the final

disposition of these actions if unfavorable will not have material effect upon the Countys financial

statements.

Solid Waste

The County has entered into settlement negotiations with Arizona Department of Environmental Quality

ADEQ to resolve litigation associated with the cleanup of the Camino del Cerro landfill. Cleanup

expenditures have been incurred and include soil vapor extraction system series of drainage improvements

re-grade landfill cap and groundwater remediation. The liability is not presented within the financial

statements because the outcome of the litigation is uncertain and the amount of the loss cannot be reasonably

estimated.

Other

The County is exposed to various risks of loss related to torts theft ot damage to and destruction of assets

errors and omissions injuries to employees medical malpractice environmental claims and natural disasters.

Claims against the County are accounted for in the Self Insurance Trust Fund the Fund an internal service

fund. Annually an actuarial evaluation is performed to determine the Countys anticipated losses except for

environmental unemployment and dental losses. Environmental losses are based on reported claims and the

County risk managers knowledge and experience. Unemployment and dental losses are based on claims that

have been submitted but not yet paid by the Fund. Losses accounted for include reported and paid reported

but unpaid and incurred but not reported. All liabilities of the Fund except for environmental unemployment

and dental losses are reported at their present value using an expected future investment yield assumption of

four percent. The County purchases commercial insurance for claims in excess of coverage provided by the

Fund and for some other risks of loss. Settled claims have not exceeded insurance coverage in any of the last

three fiscal years.

All funds of the County participate in the Fund. With the exception of environmental unemployment and

dental losses payments to the Fund are based on actuarial estimates of the amounts needed to pay prior and
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Note Claims Judgments And Risk Management continued

current-year claims. Payments to the Fund for environmental losses are based on historical experience since an

actuarial basis is not available. Payments for unemployment and dental losses are based on actual claims made.

The claims liability of $35508 reported in the Fund at June 30 2006 is based on estimates of the ultimate cost

of claims that have been reported but not settled and of claims that have been incurred but not reported. The

ultimate cost of claims includes incremental claim adjustment expenses that have been allocated to specific

claims as well as salvage and subrogation. No other claim adjustment expenses have been included.

2006 2005

$30273 25696

12185 12925

6.950 8.348

535.508 30.273

Claims liability balancebeginning

Current year claims and changes in estimates

Claims payments

Claims liability balanceending

Governmental activities

General obligation bonds

Plus unamortized deferred amount

Total general obligation bonds

Flood control bonds

Balance

July 2005 Additions Reductions

3010 __________
780 2230 760

Transportation revenue bonds

Plus unamortized deferred amount

Total transportation revenue bonds

Special assessment bonds with

governmental commitment

Loans and Leases

Transportation loans payable 1943 4836 1040 5739 2025

Capital leases payable

Jail capital lease

Less unamortized deferred amount

Other capital leases

Total capital leases

30085

2297

1785

192
97

1690

Total loans and leases 29822 5067 2724 32165 3715

Reported but unpaid losses Note

Incurred but not reported losses Note

Landfill closure and post-closure

care costs Note

Total governmental activities

long -term liabilities

11872 6950

313

Note Long-Term Liabilities

The following schedule details the Countys long-term liability and obligation activity for the year ended June

30 2006.

267270

657

267927

35960

___________
49

__________ 36009

Balance

June 30 2006

$231310

608

231918

Due within

year

32335

49

32384

137545 10710 126835 11435

191 26 165 26

137736 10736 127000 11461

1093 182 911

91

27879

1750

191
231 125

231 1684

28335

2106
197

26426

20842

9431

16268

$469861 $33520 $57381

25764

9744

16268

5507

2046

446000 56055
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Note Long-Term Liabilities continued

Balance Balance Due within

July 2005 Additions Reductions June 30 2006 year

Business-type activities

Sewer revenue bonds 60075 4550 55525 5570

Less unamortized deferred amount 4266 _________ 451 3815 ___________

Total revenue bonds payable 55809
__________

4099 51710 5570

Wastewater loans payable 84232 $1 086 495 80367 5503

Less unamortized deferred amount 254
__________

35 219
____________

Total loans payable 83978 1086 4916 80148 5503

Landfill closure post-closure care cost 15636 15636

Contracts and notes 4852 163 453 4562

Total business-type activities
_______________ ___________ _______________ ______________ _____________

long-term liabilities 160275 $1249 $25104 136420 $1 1073

Discretely presented component unit

Southwestern Fair Commission notes

payable 392
_________

148 244 104

GENERAL OBLIGATION BONDS OUTSTANDING
Governmental Activities

Payments made from property tax revenues of the Debt Service Fund

General obligation bonds payable at June 30 2006 consisted of the outstanding general obligation bonds

presented below. Of the total amounts originally authorized $3069 from the November 1982 bond election

$40180 from the May 20 1997 and $476432 from the May 18 2004 bond election remain unissued. On

May 16 2006 voters authorized $54000 for building of psychiatric facilities all of which remain unissued.

The following table presents amounts outstanding by issue.

Issue Interest Outstanding

Issue Amount Rates Maturities June 30. 2006

Series of 1998 $42420 4.404.60% 2007-13 18795

Series of 1999 50000 5.00 5.08% 2007- 10

Series of 2000 50000 4.00 5.00% 2007-14 26000

Series of 2001 Refunding 17835 4.505.00% 2007-09 7610

Series of 2002 20000 4.00 4.50% 2007-16 10000

Series of 2003 50000 3.25 4.25% 2007-17 40350

Series of 2004 65000 3.005.00% 2007-19 53615

Series of 2005 65000 3.50 5.00% 2007-20 58825

GO. bonds outstanding 231310

Plus unamortized deferred amount 608

Total G.O. bonds outstanding 231.918
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Note Long-Term Liabilities continued

The following schedule details general obligation bond debt service requirements to maturity at June 30 2006.

Year Ending June 30 Principal Interest

2007 32335 10028

2008 25005 8539

2009 20260 7417

2010 19790 6503

2011 17190 5616

2012-2016 77880 16740

2017-2020 38850 2988

Total $23L31fl $iL3I

ADVANCED REFUNDINGS OF GENERAL OBLIGATION BONDS

In prior years the County defeased certain General Obligation Bonds by placing the proceeds of new bonds in

an irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly the trust

account assets and liability for these defeased bonds are not included in the Countys financial statements. At

June 30 2006 the following outstanding bonds were considered defeased

Outstanding

June 30 2006

1979 General Obligation Refunding Bonds 1930

Series of 1999 5785

FLOOD CONTROL REFUNDING BONDS OUTSTANDING
Governmental Activities

Payments made from property tax revenues of the Debt Service Fund of the District

The Pima County Regional Flood Control District outstanding bonds payable at June 30th is presented below.

Issue Interest Outstanding

Issue Amount Rates Maturities June 30 2006

Series 2001 Refunding 4585 4.00 4.20% 2007-09 2230

The following schedule details flood control bond debt service requirements to maturity at June 30 2006.

Year Ending June 30 Principal Interest

2007 760 91

2008 745 61

2009 725 30

Total $2.230 182
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TRANSPORTATION BONDS

Governmental Activities

Payments made from street and highway revenues

Pima County transportation revenue bonds of 1998 were issued to provide monies to construct improvements

to the Countys streets and highways. Of the total amount originally authorized $168800 from the November

1997 bond election remains unissued.

Interest Outstanding

Amount Rates Maturities june 30 2006

Series of 1998 40000 4.50% 2007-08 8000

Series of 2002 55000 4.00- 4.50% 2007-12 35735

Series of 2003 35000 3.38- 4.38% 2007-18 31900

Series of 2005 51200 3.505.00% 2007-20 51.200

Transportation bonds outstanding 126835

Plus unamortized deferred amount 165

Total transportation bonds outstanding 127.000

The following schedule details transportation bond debt service requirements to maturity at June 30 2006.

Year Ending June 30 Principal Interest

2007 11435 5257

2008 11745 4752

2009 11465 4276

2010 11935 3821

2011 12450 3302

2012-2016 41225 9975

2017-2020 26580 2294

Total 126.835 33.677

TRANSPORTATION LOANS PAYABLE
Governmental Activities

During the fiscal year ended June 30 2002 and fiscal year ended June 30 2006 Pima County Transportation

Department entered into loan agreements to provide funds for the construction and improvement of certain

highways and streets. Interest is payable semiannually and is calculated based on the principal amount of the

loan outstanding during such period. Interest on the Alvernon HELP loan is calculated and paid on an annual

basis.

Issue Interest Outstanding

Issue Amount Rates Maturities June 30 2006

2002 HELP Loan Ajo 3700 3.23% 2007 703

2002 HELP Loan Shannon 1400 3.23% 2007 200

2006 HELP Loan Alvernon 4836 3.59% 2007-09 4836

Total transportation loans payable 5.739
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The following schedule details transportation loans debt service requirements to maturity at June 30 2006.

Year Ending June 30 Principal Interest

2007 $2025 169

2008 2714 114

2009 1000 61

Total 5339 344

SPECIAL ASSESSMENT BONDS OUTSTANDING
Governmental Activities

Payments made from assessments received in the Debt Service Fund and the Transportation Fund

At June 30 2006 there was only one special assessment district with outstanding bonds. Special assessment

bonds are secured by pledges of revenues from special assessments levied against the benefiting property

owners. The proceeds of the bond issues were used to finance construction in the Improvement District.

Issue Interest Outstanding

Improvement District Amount Rates Maturities June 30 2006

La Cholla Boulevard 1821 6.50% 2007-11

Total special assessment bonds outstanding 2II

The following schedule details special assessment bond debt service requirements to maturity at June 30 2006.

Year Ending .Iune 30 Principal Interest

2007 182 53

2008 182 41

2009 182 30

2010 182 18

2011 ..J
Total $fl $j4

CAPITAL LEASES

Governmental Activities

On February 1997 the County entered into an agreement to sell certain
jail

facilities and then lease them

back for 15-year term. The jail facilities were sold for $34500 and the proceeds were used to finance the

construction of the baseball stadium. On September 1999 and October 2003 Pima County amended the

capital lease agreement between U.S. Bank Trust National Association and Pima County. The amendments

extended the lease term to 2014 and 2018 respectively increased the range of interest rates and increased the

Countys obligation under the lease agreement.

The County has also entered into capital leases for telephone and computer equipment. The outstanding

balance as of June 30 2006 for these leases totaled $197.

The net book value of assets acquired through capital leases consists of $20091 of buildings and $260 of

equipment.
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The following schedule details capital lease debt service requirements to maturity at June 30 2006.

Governmental Activities

Year Ending June 30.

2007

2008

2009

2010

2011

20 12-20 16

20 17-20 18

Total

Equipment

Principal Interest

$97 $6
80

20

SEWER REVENUE BONDS

Business-type Activities

Payments made from user charges received in the Wastewater Management Enterprise Fund

Pima County sewer revenue bonds as presented below were issued to provide monies to construct

improvements to the Countys wastewater management system. Of the total amount originally authorized

$3943 from the May 20 1997 and $150000 from the May 18 2004 bond election remain unissued.

Issue

Issue Amount

Series of 1998 29185

Series 2001 Refunding 19440

Series 2004 Refunding 25770

Sewer revenue bonds outstanding

Less unamortized deferred amount

Outstanding

June 30. 2006

17655

14980

22890

55525

3815
51.710

The following schedule details sewer revenue bond debt service requirements to maturity at June 30 2006.

Year Ending June 30 Principal

5570

Note Long-Term Liabilities continued

Buildig

Principal

1785

1870

1965

2025

2125

12810

5755

28335

Interest

1230

1139

1062

982

879

2624

243

8159 $197

Interest

Rates

4.00 5.50%

4.00 5.40%

2.63 5.50%

Maturities

2007-IS

2007-15

2007-15

Total sewer revenue bonds outstanding

2007

2008

2009

2010

2011

20 12-2015

Total

5800

6025

5280

5515

27335

Interest

2573

2340

2098

1816

1588

3452
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LOANS PAYABLE

Business-type Activities

Payments made from user charges received in the Wastewater Management Enterprise Fund

Wastewater Management WWM entered into loan agreements 1996 1997 2000 and 2004 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. For the 2004 loan payable principal payments to maturity

are subject to change based upon the total amounts drawn down.

During fiscal year 05/06 the 2004 WIFA loan was amended to total of $19967. Of that amount as of June

30 2006 WWM has drawn down $18538.

Issue Interest Outstanding

Issue Amount Rates Maturities June 30 2006

1996 Loan Payable $11313 3.19% 2006-12 $9069

1997 Loan Payable 7500 2.95% 2006-11 3670

2000 Loan Payable 61180 2.20% 2006-16 49090

2004 Loan Payable 18538 1.8 1% 2006-24 18538

Loans payable 80367

Less unamortized deferred amount 219
Total loans payable $80.148

The following schedule details loans payable debt service requirements to maturity at June 30 2006.

Year Ending June 30 PrinciDal Interest

2007 $5503 $2777

2008 5722 2586

2009 5955 2375

2010 6317 2153

2011 7604 1901

2012-2016 33623 5631

2017-2021 11574 1282

2022-2025 4069 206

Total $80367 S18.911

CONTRACTS AND NOTES

Business-type Activities

Payments made from restricted assets in the Wastewater Management Fund

Contracts and notes consist of contract retentions for several construction projects. Generally interest is not

accrued and the timing of payments is based on completion of the related construction projects.
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NOTES PAYABLE

Component Unit Southwestern Fair Commission SFC
Payments made from user charges

Southwestern Fair Commission has note payable to Pima County due in annual installments of $50

unsecured and non-interest bearing.

Interest Outstanding

Description Rates Maturities June 30. 2006

Pima County None Annual installments until June 2007 $50

Southwestern Fair Commissions other notes payable are due in monthly installments and are secured by

equipment inventory and accounts receivable.

Interest Outstanding

Description Rates Maturities June 30 2006

Bank Prime with 4% floor Monthly installments until July 2008 $149

Bank Wall Street Journal interest rate Monthly installments until July 2008

Total $124

The following schedule details Southwestern Fair Commissions notes payable debt service requirements to

maturity at June 30 2006.

Year Ending June 30. Principal Interest

2007 $104 $13

2008 53

2009 87

Total $244

LEGAL DEBT MARGIN

County General Obligation Bonds

General obligation debt may not exceed six percent of the value of the Countys taxable property as of the

latest assessment. However Pima County received voter approval to increase the debt limit to 15 percent of

the value of taxable property. The legal debt margin at June 30 2006 is as follows

Net assessed valuation $6050950

Debt Limit 15% of net assessed valuation 907643

Amount of debt aplicable to debt limit

General obligation bonds outstanding $231310

Less net assets in debt service fund

available for payment of general

obligation bond principal 5571 225.739

Legal debt margin available 681.904
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Flood Control General Obligation Bonds

Flood Control general obligation debt may not exceed five percent of the value of the Flood Control Districts

taxable property as of the latest assessment. Legal debt margin at June 30 2006 is as follows

Net assessed valuation $5323433

Debt Limit 5% of net assessed valuation 266171

Amount of debt applicable to debt limit

Flood Control general obligation bonds outstanding $2230

Less net assets in debt service fund

available for payment of flood control

bond principal _J24D 2206

Legal debt margin available 263.965

Note Short-Term Debt

LINE OF CREDIT

The County maintains revolving line of credit with Bank of America National Trust and Savings Association

to meet its short-term cash needs. At June 30 2006 the County had an outstanding balance of $0. Advances

on the line of credit are payable on demand. The credit line is secured by the Countys general taxing

authority.

July 2005 June 30 2006

Balance Draws Repayments Balance

Line of credit $0 $36000 $36000 $0

Note Landfill Liabilities

SOLID WASTE LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS

State and Federal laws and regulations require the County to place 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 thirty years after their closure. Although closure and postclosure care costs will not be paid until near or

after the date the landfills stop accepting waste the County records portion of these closure and postclosure

care costs as long-term liability in each period based on landfill capacity used as of each balance sheet date.

The $16268 reported as landfill closure and postclosure care liability in the governmental activities represents

the cumulative amount reported to date based on the percentage used of each landfills total estimated

capacity. The County will recognize the remaining estimated cost of closure and postclosure care of $6675 as

the remaining estimated capacities are used. These amounts are based on what it would cost to perform all

closure and postclosure care in the fiscal year ended June 30 2006 actual costs may change due to inflation

changes in technology or changes in regulations.
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Estimated

Capacity Used Remaining

Landfill Site June 30 2006 Service Life

Ajo 100%

Sahuarita 43% 17 Years

Tangerine 82% Years

Life extending facility development options are presently being considered for the Ajo Landfill

including vertical and/or horizontal expansion.

The Sahuarita and Tangerine Landfill capacities were adjusted from 5233952 cu. yd. and

5737761 cu. yd. at June 30 2005 to 4932103 cu. yd. and 6484362 cu. yd. at June 30 2006

respectively. Concurrently the estimated years of closure were adjusted to 2023 and 2009

respectively.

The County plans to fund the estimated closure and postclosure care costs with proceeds of general obligation

bonds and with solid waste tipping fees.

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.

The ma Road Landfill facility is closed to municipal solid waste and only receives construction debris. It is not

subject to the closure and post-closure cost requirements referred to above. Pima County estimates that it will

cost approximately $9011 when closure occurs and plans to fund the cost with proceeds of general obligation

bonds and with solid waste tipping fees. At this time there is no closure date available.

Note 10 Retirement Plans

Plan Descriptions

The County contributes to the Arizona State Retirement System ASRS the Corrections Officer Retirement

Plan CORP the Public Safety Personnel Retirement System PSPRS consisting of Pima County Sheriffs

and Pima County County Attorney Investigators and the Elected Officials Retirement Plan EORP. The

EORP and the PSPRS Pima County County Attorney Investigators are not described due to their relative

insignificance to the Countys financial statements. Benefits are established by state statute and generally

provide retirement death long-term disability survivor and health insurance premium benefits.

The ASRS administers cost-sharing multiple-employer defined benefit pension plan that covers general

employees of the County. The ASRS is governed by the Arizona State Retirement System Board according to

the provisions of A.R.S. Title 38 Chapter Article 2.

The PSPRS is an agent multiple-employer defined benefit pension plan that covers public safety personnel

who are regularly assigned hazardous duty as employees of the State of Arizona or one of its political

subdivisions. The PSPRS acting as common investment and administrative agent is governed by five

member board known as The Fund Manager and 209 local boards according to the provisions of A.R.S. Title

38 Chapter Article 4.

The CORP is an agent multiple-employer defined benefit pension plan that covers certain employees of the

State of Arizonas Department of Corrections and Juvenile Corrections and County employees whose primary

duties require direct inmate contact. The CORP is governed by the Fund Manager of PSPRS and 19 local

boards according to the provisions of A.R.S. Title 38 Chapter Article 6.

63



Note 10 Retirement Plans continued

P1MA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Each plan issues publicly available financial report that includes its financial statements and required

supplementary information. report may be obtained by contacting the applicable plan.

ASRS PSPRS and CORP

3300 N. Central Ave.

P.O. Box 33910

Phoenix AZ 85012-0250

602 240-2000 or

800 621-3778

Funding Policy

3010 East Carnelback Road

Suite 200

Phoenix AZ 85016-4416

602 255-5575

The Arizona State Legislature establishes and may amend active plan members and the Countys contribution

rates.

Cost-sharing clans For the year ended June 30 2006 active ASRS members and the County were each

required by statute to contribute at the actuarially determined rate of 7.40 percent 6.90 percent retirement and

0.50 percent long-term disability of the members annual covered payroll. The Countys contributions to

ASRS for the years ended June 30 2006 2005 and 2004 were $17551 $12602 and $13231 respectively

which were equal to the required contributions for the applicable year.

Agent plans For the year ended June 30 2006 active PSPRS members were required by statute to contribute

7.65 percent of the members annual covered payroll and the County was required to contribute at the

actuarially determined rate of 13.71 percent. As allowed by statute the County contributed 3.65 percent of the

members required contribution with the members contributing 4.00 percent. Active CORP members were

required by statute to contribute 8.50 percent of the members annual covered payroll and the County was

required to contribute at the actuarially determined rate of 6.59 percent.

Annual Pension Cost The Countys pension cost for the two agent plans for the year ended June 30 2006 and

related information follow

Contribution rates

County

Plan members

Annual pension cost

Contributions made

Actuarial valuation date

Actuarial cost method

Actuarial assumptions

Investment rate of return

Projected salary increases

includes inflation at

Amortization method

Remaining amortization period

Asset valuation method

CORP

6.59%

8.50%

1088

1088

June 30 2004

Individual entry age

8.75%

5.25% 9.25%

5.25%

Level percent open

20 years

smoothed market

PSPRS

17.36%

4.00%

4720

$4720
June 30 2004

Individual entry age

8.75%

6.25% 9.25%

5.25%

Level percent open

20 years

smoothed market
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Note 10 Retirement Plans continued

Trend Information Information for each of the three most recent actuarial valuations for each of the agent

plans follows

Contributions Required and Contributions Made

Annual Percentage

Year Ended Pension Cost of APC Net Pension

Plan June 30 APC Contributed Obligation

PSPRS 2006 4720 100%

2005 3325 100%

2004 2694 100%

CORP 2006 1088 100%

2005 782 100%

2004 632 100%

Note 11 Segment Information

The Wastewater Management Enterprise Fund 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 Countys 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 result condensed financial information for the Fund is presented in the following table.

CONDENSED STATEMENT OF NET ASSETS

Wastewater

Management
LRluid Waste

Assets

Current assets 68668

Due from other funds

Capital assets net 587954

Other non-current assets 1243

Total assets 657866

Liabilities

Current liabilities 26679

Due to other funds 177

Non-current liabilities 125347

Total liabilities 152203

Net assets

Invested in capital assets net of related debt 456846

Restricted 4794

Unrestricted 44.023

Total net assets 505.663
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Note 11 Segment Information continued

CONDENSED STATEMENT OF REVENUES EXPENSES AND CHANGE IN NET ASSETS

Wastewater

Management

Liquid Waste

Operating revenues/expenses

Charges for services 62274

Depreciation expense 20416
Other operating expenses 56902

Operating loss 15.044

Non-operating revenues/expenses

Sewer connection revenue 42220

Other non-operating revenues 3220

Interest expense 4624
Loss on disposal of capital assets 20
Other non-operating expenses 97
Capital contributions 14607

Transfers out to other county funds 22
Change in net assets 40.240

Beginning net assets 465423

Ending net assets 505.663

CONDENSED STATEMENT OF CASH FLOWS

Net cash provide by

Operating activities 4582

Non-capital financing activities 625

Capital and related financing activities 15356

Investing activities 1862

Net increase 22425

Beginning cash and cash equivalents 35.000

Ending cash and cash equivalents 57.425
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Note 12 Interfund Transactions

PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Interfund AssetsfLiabilities

Due from Due to Other Funds are used to record loans or unpaid operating transfers between funds.

General

Transportation
C1

Capital Projects

Other Governmental

51

Pirm Health System Services

Wastewater Management51

Other Enterprise

Internal Service

Total

Transfers

Amounts recorded as due from

Transfers are used to record transactions between individual funds to subsidize their operations and fund debt

service payments and capital construction projects.

Ansunts recorded as transfers out

The table above does not include transfers of capital assets and long-term liabilities from proprietary funds to

governmental activities because these transfers are not reported in the governmental funds. During the year the

County reclassified the Solid Waste Division of the Wastewater Management Enterprise Fund to the Solid

Waste Special Revenue Fund reported within the governmental funds. This resulted in net transfer in to the

Wastewater Management Enterprise Fund of $156 consisting of the following

Net current assets and liabilities transfer to other governmental funds

Capital assets transfer to governmental activities

Long-term liabilities transfer to governmental activities _______

Total net transfer in to Wastewater Management Enterprise Fund ________

/1
22 919 310 .252

81 81

63 48 III

2.832 38 70 2940

1.657 1.657

29 l24 23 177

99 102

4.669 48 146 1.081 381 6.327

General 130 3433 3563

Transportation 22 22

Capital Projects 7.tXX 10.529 7529

OtherGovernmental 15580 17.787 1.178 4.289 38834

Internal Service 626 626

Total 16.206 24.917 15140 4.311 11.574

4289
11335

15.780

156
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Note 13 Construction and Other Significant Commitments

At June 30 2006 Pima County had the following major contractual commitments related to Facilities

Management General Government Pima Health Systems and Services Transportation and Wastewater

Management.

Facilities Management

At June 30 2006 the Pima County Facilities Management Department had construction contractual

commitments of $4143. Funding for these expenditures will be provided from general obligation bonds.

General Government

At June 30 2006 Pima County had contractual commitments related to service contracts for Human Resources

of $45530 Institutional Health of $105859 and Risk Management of $1161. Funding for these expenditures

will be primarily provided from general fund revenues.

Pima Health Systems and Services

At June 30 2006 Pima County had contractual commitments related to service contracts for Pima Health

Systems Services of $119146. Funding for these expenditures will be primarily provided from federal and

state funding sources.

Transportation

At June 30 2006 the Pima County Transportation Department had construction contractual commitments of

$21263 and other contractual commitments related to service contracts of $7871. Funding for these

expenditures will be primarily provided from Transportation Revenue Bonds and Highway User Tax Revenue

the primary source of revenue for the Transportation Department.

Wastewater Management

At June 30 2006 the Wastewater Management Enterprise fund had contractual commitments related to service

contracts of $8306.

Operating Leases

The County enters into operating leases for various equipment and office space. These leases are entered into

with the provision that they may be canceled at the end of each fiscal year if future funding is not provided.

Accordingly these leases totaled $3550 for the year ended June 30 2006.

Note 14 Stewardship Compliance and Accountability Deficit Fund Balances

The Special Revenue Grants fund non-major governmental fund had deficit fund balance at June 30

2006 of $260. This deficit can be eliminated in the future through normal operations.

68



PIMA COUNTY
Notes to Financial Statements

June 30 2006

in thousands

Note 15 Non-cancelable Operating Leases

The County leases buildings and equipment under the provisions of various long-term lease agreements

classified as operating leases for accounting purposes. The County rental expenditures under the terms of the

non-cancelable operating leases were $139 for the year ended June 30 2006. These leases have remaining

terms of to years and provide renewal options. The future minimum payments required under these leases

at June 30 2006 are as follows.

Governmental

Activities

Year ending June 30
2007 142

2008 142

2009 142

2010 142

2011 113

2012-2015

Total minimum lease payments jQQ

Note 16 Subsequent Events

On July 2006 the Pima County Free Library District District assumed the operations of library services

previously provided by the City of Tucson in accordance with an intergovernmental agreement IGA with the

City of Tucson City. Under the IGA the City will provide transitional assistance to the District in the amount

of $6000 $4000 and $2000 for fiscal years ending June 30 2007 2008 and 2009 respectively. Subsequent to

June 30 2009 the City will provide no additional assistance.

Effective July 2006 City library personnel became District employees with equivalent pay and benefits.

Two of the library branch properties will be conveyed to the District with the remaining properties being leased

at no cost for 50 years.

The Pirna County Board of Supervisors approved an increase in tax revenues to the District effective in fiscal

year 2006-07.
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APPENDIX

$21000000

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 2007

CONTINUING DISCLOSURE UNDERTAKING
FOR THE PURPOSE OF PROVIDING

CONTINUING DISCLOSURE INFORMATION
UNDER SECTION b5 OF RULE 15c2-12

This Continuing Disclosure Undertaking the Undertaking is executed and delivered by Pima County

Arizona the County in connection with the issuance and sale of the $21000000 aggregate principal amount of

Street and Highway Revenue Bonds Series 2007 the Bonds.

In connection with the Bonds the County covenants and agrees as follows

1. Purpose of this Undertaking. This Undertaking is executed and delivered by the County as of the

date set forth below for the benefit of the beneficial owners of the Bonds and in order to assist the Underwriter in

complying with the requirements of the Rule as defined below.

2. Definitions. The terms set forth below shall have the following meanings in this Undertaking

unless the context clearly otherwise requires.

Annual Information means the financial information and operating data set forth in Exhibit I.

Annual Information Disclosure means the dissemination of disclosure concerning Annual

Information and the dissemination of the Audited Financial Statements as set forth in Section 4.

Audited Financial Statements means the general purpose
audited financial statements of the

County prepared pursuant to the standards and as described in Exhibit I.

Bond Resolution means together the resolution adopted by the Board of Supervisors of the

County on January 16 2007 authorizing the issuance and sale of the Bonds.

Commission means the Securities and Exchange Commission.

Dissemination Agent means any agent designated as such in writing by the County and which

has filed with the County written acceptance of such designation and such agents successors and assigns.

Exchange Act means the Securities Exchange Act of 1934 as amended.

Material Event means the occurrence of any of the events with respect to the Bonds set forth in

Exhibit II that is material as materiality is interpreted under the Exchange Act.

MSRB means the Municipal Securities Rulemaking Board.

NRMSIRs means as of any date any Nationally Recognized Municipal Securities Information

Repository then recognized by the Commission for purposes of the Rule. As of the date of this Undertaking the

NRM SIRs are

E-



Bloomberg Municipal Repository

100 Business Park Drive

Skillman New Jersey 08558

Phone 609 279-3225

Fax 609 279-5962

E-mail Munis@Bloomberg.com

DPC Data Inc.

One Executive Drive

Fort Lee New Jersey 07024

Phone 201 346-0701

Fax 201947-0107
E-mail nrmsir@dpcdata.com

FT Interactive Data

Aun NRMSIR
100 William Street 15th Floor

New York New York 10038

Phone 212 771-6999 800-689-8466

Fax 212 771-7390

E-mail NRMSI@interactivedata.com

Standard Poors Securities Evaluations Inc.

55 Water Street 45th Floor

New York New York 10041

Phone 212 438-4595

Fax 212438-3975
E-mail nrmsirrepository@sandp.com

The names and addresses of all current NRMSIRs should be verified each time information is delivered

pursuant to this Undertaking.

Rule means Rule 5c2- 12 adopted by the Commission under the Exchange Act as the same

may be amended from time to time.

SID means any public or private repository designated by the State as the state repository and

recognized as such by the Commission for purposes of the Rule. As of the date of this Undertaking no SID exists

within the State. The name and address of the SID if any should be verified each time information is delivered

pursuant to this Undertaking.

State means the State of Arizona.

Undertaking means the obligations at the County pursuant to Sections and hereof.

Underwriter includes each broker dealer or municipal securities dealer acting as an underwriter

in the primary offering of the Bonds.

3. CUSIP Number/Final Official Statement. The base CUSIP Number of the Bonds is 721882. The

Final Official Statement relating to the Bonds is dated January 16 2007.

4. Annual Information Disclosure. Subject to Section of this Undertaking the County shall

disseminate its Annual Information and its Audited Financial Statement if any in the form and by the dates set

forth in Exhibit to all NRMSIRs and to the SID if any. The County is required to deliver such information in

such manner and by such time so that such entities receive the information on the date specified.
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If any part of the Annual Information can no longer be generated because the operations to which

it is related have been materially changed or discontinued the County will disseminate statement to such effect as

part of its Annual Information for the year in which such event first occurs.

If any amendment is made to this Undertaking the Annual Information for the year in which such

amendment is made shall contain narrative description of the reasons for such amendment and its impact on the

type of information being provided.

5. Material Events Disclosure. Subject to Section of this Undertaking the County hereby

covenants that it will disseminate in timely manner notice of occurrence of Material Event to each NRMSIR or

to the MSRB and to the SID if
any.

6. Duty to Update NRMSIRsfSID. The County shall determine in the manner it deems appropriate

the names and addresses of the then existing NRMSIRs and SID each time it is required to file information with

such entities.

7. Consequences of Failure of the County to Provide Information. The County shall give notice in

timely manner to each NRMSIR or to the MSRB and to the SID if any of any failure to provide Annual

Information Disclosure when the same is due hereunder.

In the event of failure of the county to comply with any provision of this Undertaking the

beneficial owner of any Bond may seek mandamus or specific performance by court order to cause the County to

comply with its obligations under this Undertaking. default under this Undertaking shall not be an Event of

Default on the Bonds. The sole remedy under this Undertaking in the event of any failure of the County to comply

with this Undertaking shall be an action to compel performance.

8. Alternate Means of Disclosure. Notwithstanding the provisions of Sections and requiring

that the County file its Annual Information Disclosure notice of any Material Event and notice of any failure to

comply with this Undertaking with each of the NRMSIRS and any SID the County may instead comply with the

provisions of this Undertaking by filing the required information with an entity then recognized by the Commission

as eligible to receive and submit such filings to the NRMSIRS and any SID for purposes of the Rule Central Post

Office. As of the date of this Disclosure Undertaking the Central Post Office that has been so recognized by the

Commission is

DisclosureUSA .org

P.O. Box 684667

Austin Texas 78768-4667

Fax 512 476-6403

http//www.disclosureUSA.org

9. Amendments Waiver. Notwithstanding any provision of this Undertaking the County by

certified resolutions authorizing each amendment or waiver may amend the Undertaking and any provision of the

Undertaking may be waived if

The amendment is made in connection with change in circumstances that arises from

change in legal requirements change in law or change in the identity nature or status of the County or type of

business conducted

This Undertaking as amended would have complied with the requirements of the Rule at

the time of the primary offering after taking into account any amendments or interpretations of the rule as well as

any change in circumstances and

The amendment does not materially impair the interests of the beneficial owners of the

Bonds as detennined by an independent counsel or other entity unaffiliated with the County.
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10. Non-Appropriation. The performance by the County of its obligations in this Undertaking shall be

subject to the annual appropriation of any funds that may be necessary to permit such performance. In the event of

failure by the County to comply with its covenants under this Undertaking due to failure to appropriate the

necessary funds the County covenants to provide prompt notice of such fact to each NRMSIR and the SID.

II. Termination of Undertaking. The Undertaking of the County shall be terminated hereunder when

the County no longer has liability for any obligation relating to repayment of the Bonds or the Rule no longer

applies to the Bonds. The County shall give notice in timely manner if this Section is applicable to each NRMSIR
or to the MSRB and to the SID if any.

12. Dissemination Agent. The County may from time to time appoint or engage Dissemination

Agent to assist it in carrying out its obligations under this Undertaking and may discharge any such Dissemination

Agent with or without appointing successor Dissemination Agent.

13. Additional Information. Nothing in this Undertaking shall be deemed to prevent the County from

disseminating any other information using the means of dissemination set forth in this Undertaking or any other

means of communication or including any other information in any Annual Information Disclosure or notice of

occurrence of Material Event in addition to that which is required by this Undertaking. If the County chooses to

include any information from any document or notice of occurrence of Material Event in addition to that which is

specifically required by this Undertaking the County shall have no obligation under this Undertaking to update such

information or include it in any future disclosure or notice of occurrence of Material Event.

14. Beneficiaries. This Undertaking has been executed in order to assist the Underwriter in complying

with the Rule however this Undertaking shall inure solely to the benefit of the County the Dissemination Agent if

any and the beneficial owners of the Bonds and shall create no rights in any other person or entity.

15. Recordkeeping. The County shall maintain records of all Annual Information Disclosure and

notices of occurrence of Material Events including the content of such disclosure or notices the names of the entities

with whom such disclosure or notices were filed and the date of filing such disclosure or notices.

16. Assignment. The County shall not transfer its obligations under the Bond Resolution unless the

transferee agrees to assume all obligation of the County under this Undertaking or to execute an Undertaking under

the Rule.

17. Governing Law. This Undertaking shall be governed by the laws of the State.

PIMA COUNTY ARIZONA

By
Thomas Burke

Finance and Risk Management Director

Date January 25 2007
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EXHIBIT

ANNUAL FINANCIAL INFORMATION AND AUDITED
FINANCIAL STATEMENTS

Annual Financial Information means quantitative financial information and operating data concerning the

operations of the County of the type set forth in the Official Statement under the heading STREET AND
HIGHWAY REVENUES Street and Highway Revenues Received by the County in the table entitled PIMA
COUNTY STREET AND HIGHWAY REVENUE RECEIPTS.

All or portion of the Annual Financial Information and the Audited Financial Statements as set forth

below may be included by reference to other documents which have been submitted to each NRMSIR and to the

SID if any or filed with the Commission. If the information included by reference is contained in Final Official

Statement the Final Official Statement must be available from the MSRB the Final Official Statement need not be

available from each NRMSIR the SID or the Commission. The County shall clearly identify each such item of

information included by reference.

Annual Financial Information exclusive of Audited Financial Statements will be provided to each NRMSIR

and to the SID if any no later than the first business day in February of each year commencing February 2008.

Audited Financial Statements as described below should be filed at the same time as the Annual Financial

Information. If Audited Financial Statements are not available when the Annual Financial Information is filed

unaudited financial statements shall be included to be followed up by Audited Financial Statements when available.

Audited Financial Statements will be prepared according to GAAP as applied to governmental units as

modified by State law Audited Financial Statements will be provided to each NRMSIR and to the SID if any at the

same time as Annual Financial Information is filed or if not available when such Annual Financial Information is

filed within 30 days after availability to the County.

If any change is made to the Annual Financial Information as permitted by Section of this Undertaking

the County will disseminate notice of such change as required by Section including changes in Fiscal Year or

GAAP.
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EXHIBIT II

EVENTS FOR WHICH NOTICE OF OCCURRENCE OF

MATERIAL EVENTS IS REQUIRED

I. Principal and interest payment delinquencies

2. Non-payment related defaults

3. Unscheduled draws on debt service reserves reflecting financial difficulties

4. Unscheduled draws on credit enhancements reflecting financial difficulties

5. Substitution of creditor liquidity providers or their failure to perform

6. Adverse tax opinions or events affecting the tax-exempt status of the Bonds

7. Modifications to the rights of holders of the Bonds

8. Bond calls

9. Defeasances

10. Release substitution or sale of property securing repayment of the Bonds

11. Rating changes
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Ambac Assurance Corporation
One State Street Plaza 15th Floor

New York New York 10004
Financial Guaranty Insurance Policy Telephone 212 668-0340

Ambac Assurance Corporation Ambac Wisconsin stock insurance corporation in consideration of the pa ent of the

premium and subject to the terms of this Policy hereby agrees to pay to The Bank of New York. as trustee or its essor the

Insurance Trustee for the benefit of the Holders that portion of the principal of and interest on the above-describe igations

the Obligations which shall become Due for Payment but shall be unpaid by reason of Nonpayment he Obligo

Ambac will make such payments to the Insurance Trustee within one business day following wri en ti tio of

Nonpayment. Upon Holders presentation and surrender to the Insurance Trustee of such unpai gati

uncanceled and in bearer form and free of any adverse claim the Insurance Trustee will di ur to the the ai

principal and interest which is then Due for Payment but is unpaid. Upon such disburse mbac II be the owner of

the surrendered Obligations andlor coupons and shall be fully subrogated to all of th Ho er righ aymen reon.

In cases where the Obligations are issued in registered form the Insurance Trustee hl isb se ncipal to ol er only upon

presentation and surrender to the Insurance Trustee of the unpaid Obligation unca and of any claim together

with an instrument of assignment in form satisfactory to Ambac and nsurance te dul the Holder or such

Holders duly authorized representative so as to permit ownership of ation re iste name of Ambac or its

nominee. The Insurance Trustee shall disburse interest to ljp4ler red bli upon presentation to the

Insurance Trustee of proof that the claimant is the person entitleo\he at Obligation and delivery to the

Insurance Trustee of an instrument of assignment in form satisfacr\to nsurance Trustee duly executed by the

Holder or such Holders duly authorized representat tran rrint\Am 11 ri under such Obligation to receive the

interest in respect of which the insurance disburs was ade. Açihc sh subrogated to all of the Holders rights to

payment on registered Obligations to the extent insurance
disburI\nts

made.

In the event that trustee or paying for Obligations notethat any payment of principal of or interest on an

Obligation which has become Due fo ent an ich is mad Holder by or on behalf of the Obligor has been deemed

preferential transfer and theretofo vered fr Ider nt to the United States Bankruptcy Code in accordance with

final nonappealable order of of corn tjuri ctlon Holder will be entitled to payment from Ambac to the extent

of such recovery if sufficie nds re rwise availab e.

As used herein the any pers er than the Obligor or ii any person whose obligations constitute the

underlying secur ource yme gations who at the time of Nonpayment is the owner of an Obligation or of

coupon relating Obli ti n. As se em Due for Payment when referring to the principal of Obligations is when

the sche atu mandator demption date for the application of required sinking fund installment has been

reach not fer any earlier date on which payment is due by reason of call for redemption other than by application

of red sinking fu staliments acceleration or other advancement of maturity and when referring to interest on the

ObI tions he uled date for payment of interest has been reached. As used herein Nonpayment means the failure

of ye pro sufficient funds to the trustee or paying agent for payment in full of all principal of and interest

on the igations ch are Due for Payment.

This Poi celable. The premium on this Policy is not refundable for any reason including payment of the Obligations

prior to This Policy does not insure against loss of any prepayment or other acceleration payment which at any time

may become due in respect of any Obligation other than at the sole option of Ambac nor against any risk other than Nonpayment.

In witness whereof Ambac has caused this Policy to be affixed with facsimile of its corporate seal and to be signed by its duly

authorized officers in facsimile to become effective as its original seal and signatures and binding upon Ambac by virtue of the

countersignature of its duly authorized representative.

President

Obligor Policy Number

Obligations Premium

Effective Date

5$p
THE BANK OF NEW YORK acknowledges that it has agreed

to perform the duties of Insurance Trustee under this Policy.

Form No. 2B-0012 1/01

Secretary

Authorized Representative

Authoriied Officer of Insurance Trustee
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$21000000

Pima County Arizona

Street and Highway Revenue Bonds

Series 2007

BOND REGISTRAR TRANSFER AGENT AND
PAYING AGENT AGREEMENT

This Bond Registrar Transfer Agent and Paying Agent Agreement dated as of January

2007 the Agreement between Pima County Arizona the County and U.S. Bank

National Association the Registrar

WITNESSETH

WHEREAS the County proposes to issue its Street and Highway Revenue Bonds Series

2007 in the aggregate principal amount of $21000000 the Bonds and

WHEREAS the Bonds will be issued in fully registered form and

WHEREAS the County desires to employ bond registrar transfer agent and paying

agent to administer the registration transfer and payment of the Bonds and

WHEREAS the Treasurer of the County the Treasurer is charged with the

responsibility of maintaining the principal and interest redemption funds for the County and

WHEREAS the County desires to enter into an agreement with the Registrar for services

as bond registrar transfer agent and paying agent with respect to the Bonds and

WHEREAS the Registrar is willing to act as bond registrar transfer agent and paying

agent with respect to the Bonds

NOW THEREFORE in consideration of the mutual covenants and agreements

contained herein the parties hereto agree as follows

Section 1. The Registrar is hereby requested to provide the following services

Bond registrar services which shall include but not be limited to

initial authentication of the Bonds

maintenance of registration books sufficient to comply with

Section 149a of the Internal Revenue Code of 1986 as amended the

Code
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prompt recording of transfers of ownership and exchanges

of the Bonds as such transfers and exchanges occur

protection against double or overissuance of the Bonds

authentication of the Bonds prepared for delivery to

transferees of original purchasers or subsequent owners or to owners of

the Bonds upon any exchange of the Bonds

informing the County of the need for additional printings of

the Bonds as needed and

providing the Treasurer and the County access to

specimens of the signatures of the persons authorized from time to time to

authenticate the Bonds.

Transfer agent services which shall include but not be limited to

receipt and verification of all Bonds tendered for transfer or

exchange

preparation of new Bonds for delivery to transferees or

owners wishing to exchange Bonds and delivery of the same

destruction of Bonds submitted for transfer or exchange

and

provision of necessary information for recordation in the

registration books relating to the Bonds.

Paying agent services which shall include but not be limited to

provision of billing to the Treasurer and the Countys

Finance and Risk Management Director at least thirty 30 days prior to

each principal and interest payment date with respect to the Bonds setting

forth the amount of principal and interest due on the Bonds on such

payment date

preparation execution and mailing by first class mail of

checks representing or to the extent requested in writing by an owner of

$1000000 or more in aggregate principal amount of the Bonds not less

than ten 10 days prior to an interest payment date transmission by wire

transfer to bank or trust company in the continental United States of

America interest payments due on the Bonds to each registered owner of

the Bonds on or prior to each scheduled interest payment date

verification of all matured Bonds upon their surrender for

final payment
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payment of all principal due on the Bonds upon proper

surrender thereof to the Registrar or if so requested in writing by any

owner of $1000000 or more in aggregate principal amount of the Bonds

and if provision for surrender of the Bonds satisfactory to the Registrar has

been made by wire transfer to bank or trust company in the continental

United States in the manner provided for therein

preparation of semiannual reconciliations following each

interest payment date showing all principal and interest paid with respect

to the Bonds during the preceding six-month period and providing copies

thereof to the Treasurer the Countys Finance and Risk Management

Director and the Arizona Department of Revenue the Department and

taking inventory of all canceled checks or microfilm proof

of such checks showing interest payments on the Bonds.

Section 2. Upon written request of the County the Registrar will cause its authorized

officers to authenticate the Bonds in an aggregate original principal amount not to exceed

$21000000 at any time except for replacement Bonds.

Section 3. The Registrar shall exchange Bonds of the same aggregate original

principal amount maturity date and interest rate if any and of any authorized denomination

upon presentation and surrender of such Bonds at the principal corporate trust office of the

Registrar together with request for exchange signed by the registered owner thereof or by

person legally empowered to do so in form satisfactory to the Registrar.

Section 4. The Registrar shall charge the registered owners of the Bonds that are

transferred or exchanged for all of the fees taxes and costs of such transfer or exchange.

Section 5. With respect to Bonds which are mutilated lost or destroyed the Registrar

shall cause to be executed and delivered new Bond of like date and tenor in exchange and

substitution for and upon the cancellation of such mutilated Bond or in lieu of and in substitution

for such Bond lost or destroyed upon the registered holders paying the reasonable expenses and

charges in connection therewith and in the case of any Bond destroyed or lost filing by the

registered owner with the Registrar and the Treasurer of evidence satisfactory to the Registrar

and the Treasurer that such Bond was lost or destroyed and furnishing the Registrar and the

County with sufficient indemnity bond as provided in Arizona Revised Statutes Section 47-

8405.

Section 6. The record date the Record Date for the Bonds shall be the close of

business of the Registrar on the 15th day or if such day is Saturday Sunday or holiday on the

next preceding business day of the month preceding each interest payment date. Bonds

presented to the 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 name

of the transferee but the interest payment will be payable to and mailed to the registered owner

shown on the registration books for the Bonds maintained by the Registrar as of the close of

business on the Record Date.
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Section 7. The Treasurer will transfer or cause to be transferred immediately

available funds to the Registrar no later than one business day prior to the date on which the

principal interest and premium payments if any are due on the Bonds. All moneys held by the

Registrar as paying agent shall be held in trust for the benefit of the holders of the Bonds.

Section 8. The Bonds shall bear interest at the rates described in Exhibit attached

hereto payable on July 2007 and semiannually thereafter on January and July each year

during the term of the Bonds by check drawn on the Registrar and mailed by first class mail on

or prior to each interest payment date to the registered owner of the Bonds at the address shown

on the registration books of the Registrar on the Record Date or as and subject to the conditions

provided in Section 1c hereof by wire transfer.

Section 9. The Bonds mature on July in the years and in the amounts as described

in Exhibit attached hereto. Principal of the Bonds at maturity or on any redemption prior to

maturity will be payable upon presentation and surrender of the Bonds at the principal corporate

trust office of the Registrar or as and subject to the conditions provided in Section 1c hereof

by wire transfer.

Section 10. In the event any check for payment of interest on Bond is returned to the

Registrar unendorsed or is not presented for payment within two years from its payment date

or any Bond is not presented for payment of principal at the maturity or redemption date if funds

sufficient to pay such interest or principal due upon such Bond shall have been made available to

the Registrar for the benefit of the owner thereof it shall be the duty of the Registrar to hold such

funds without liability for interest thereon for the benefit of the owner of such Bond who shall

thereafter be restricted exclusively to such funds for any claim of whatever nature relating to

such Bond or amounts due thereunder. The Registrars obligation to hold such funds shall

continue for two years and six months following the date on which such interest or

principal payment became due whether at maturity or at the date fixed for redemption or

otherwise at which time the Registrar shall surrender such unclaimed funds so held to the

Treasurer whereupon any claim of whatever nature by the owner of such Bond arising under

such Bond shall be made upon the Treasurer and shall be subject to the provisions of applicable

law.

Section 11. The Registrar shall secure or collateralize the funds on deposit at the

Registrar pursuant to this Agreement in the manner provided in Arizona Revised Statutes

Section 35-323.

Section 12. The Registrar will comply with the seventy-two 72 hour turnaround time

required by Securities and Exchange Commission Rule 17A under the Securities and

Exchange Act of 1934 as amended with respect to routine transfer items.

Section 13. Fees for the Registrars services with respect to the registration

authentication delivery and payment of the Bonds shall be paid as set forth on Exhibit

attached hereto. Extraordinary out-of-pocket expenses shall be paid by the County as incurred

by the Registrar.
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Section 14. The Registrar shall make such reports relating to the issuance of the Bonds

as the Department requires pursuant to Sections 35-501 and 35-502 of the Arizona Revised

Statutes or any successor statutes thereto and shall notify the Department in the manner

provided in Section 1c5 hereof of the retirement of any Bonds and of all payments of interest

thereon.

Section 15. The Registrars records relating to the Bonds shall be kept in compliance

with the requirements of Section 103 of the Code and any regulations promulgated thereunder

such standards as have been or may be issued from time to time by the Securities and Exchange

Commission or the Municipal Securities Rulemaking Board of the United States and any other

securities industry standard as the County may reasonably direct from time to time. In lieu of

destruction and immediately prior to the date the Registrar would destroy any Bondholder or

Bond payment records maintained by the Registrar pursuant to this Agreement such records

shall be provided to the Treasurer.

Section 16. The County or its duly authorized agents may examine the records relating

to the Bonds at the office of the Registrar where such records are kept at reasonable times as

agreed upon with the Registrar and such records shall be subject to audit from time to time at the

request of the County and or the Treasurer. On request the Registrar will furnish the County

with list of the names addresses and other information concerning the registered owners of the

Bonds.

Section 17. 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 Registrars negligence or misconduct in the performance

of any of its duties hereunder. Similarly the County shall to the extent permitted by law

indemnify and hold harmless the Registrar its officers directors employees and agents

individually and collectively from the Countys negligence or misconduct in the performance of

any of its duties hereunder.

Section 18. When the Registrar deems it necessary or reasonable it may apply to

law firm or attorney approved by the County for instructions or advice with respect to the Bonds.

All fees incurred in obtaining such counsel shall be added to the fees costs and expenses to be

paid to the Registrar pursuant hereto.

Section 19. By signature of its authorized officer below the Registrar hereby

acknowledges receipt of copies of the resolutions of the County authorizing the issuance of

the Bonds the receipt of the Treasurer acknowledging payment of the entire principal amount

of the Bonds and any interest due thereon the opinion of Squire Sanders Dempsey L.L.P.

as Bond Counsel to the County and the debt service payment schedule relating to the Bonds.

Section 20. The County and the Registrar each reserve the right to terminate any

individual service set forth in this Agreement or all of the services set forth in this Agreement

upon sixty60 days prior written notice to the other party hereto.

Section 21. In the event the Registrar resigns or is replaced the County reserves the

right to appoint successor bond registrar transfer agent andlor paying agent hereunder. In such
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event the provisions of this Agreement with respect to payment for expenses hereunder by the

County shall remain in full force and effect but the Treasurer shall then be authorized to use the

funds designated for such payment to pay any fees and expenses of any bond registrar transfer

agent and/or paying agent chosen to replace the Registrar or to reimburse the County if the

Treasurer acts as bond registrar transfer agent and/or paying agent. In the event that any

corporation or association into which the Registrar may be converted or merged ii with

which the Registrar may or any successor to it may be consolidated or iii to which the

Registrar may sell or transfer all or substantially all of its corporate trust business or any

corporation or association resulting from such conversion merger consolidations sale or

transfer ipso facto shall be and become successor Registrar without the execution or filing of

any paper or any further act on the part of any of the parties hereto and that corporation or

association shall be vested further as was its predecessor.

Section 22. This Agreement shall commence on the date first written above and shall

continue until the date that the last payment due under the Bonds has been made.

Section 23. This Agreement contains the entire understanding of the parties with

respect to the subject matter hereof and no waiver alteration or modification of any of the

provisions hereof or assignment of any rights hereunder shall be binding unless in writing and

signed by duly authorized representative of all parties hereto.

Section 24. If any provision of this Agreement is held to be illegal invalid or

unenforceable under present or future laws this Agreement shall be construed and enforced as if

such illegal invalid or unenforceable provision had never comprised part of this Agreement

and the remaining provisions of this Agreement shall remain in full force and effect and shall not

be affected by the illegal invalid or unenforceable provision.

Section 25. Any request demand authorization direction notice consent waiver

statement or other document provided or permitted to be given or furnished to the County or the

Registrar shall be mailed or delivered to the County or the Registrar respectively at the

addresses shown herein or such other address as may have been given by one party to the other

by fifteen 15 days written notice.

If to the County Pima County Arizona

130 West Congress Street

Tucson Arizona 85701

Attention County Administrator

If to the Registrar U.S. Bank National Association

Corporate Trust Services

101 North First Avenue Suite 1600

Phoenix Arizona 85003

Section 26. Arizona law requires that every contract to which the State of Arizona its

political subdivisions or any of the departments or agencies of the State or its political

subdivisions is party include notice that such contract is subject to cancellation within three

years after its execution by the State political subdivision department or agency which is
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party to such contract if any person significantly involved in initiating negotiating securing

drafting or creating the contract on behalf of the State political subdivision department or

agency is at any time while the contract is in effect an employee of any other party to the

contract or an agent or consultant of any other party to the contract with respect to the subject

matter of the contract.

Section 27. This Agreement may be executed in multiple counterparts all of which

shall constitute one and the same Agreement and each of which shall be deemed an original.

Section 28. This Agreement shall be governed by the laws of the State of Arizona.

page to follow
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IN WITNESS WHEREOF the parties hereto have caused this Agreement to be executed

as of the day and year first above written.

ATTEST

By..

Lon Godoshian

Clerk Board of Supervisors

U.S. BANK NATIONAL ASSOCIATION

as Registrar

PIMA COUNTY ARIZONA

By.

Richard Ellas

Chairman Board of Supervisors

APPROVED AS TO FORM

SQUIRE SANDERS DEMPSEY L.L.P.

Bond Counsel

fly

Timothy E. Pickrell
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iN WITNESS WHEREOF the parties hereto have caused this Agreement to be executed

as of the day and year first above written.

ATTEST

By
Lori Godoshian

Clerk Boad ofSupervisors

APPROVED AS TO FORM

SQUIRE SANDERS DEMPSEY L.L.P.

Bond Counsel

U.S. BANK NATIONAL ASSOCIATION
as Registrar

By
Deborah M. Scherer

Assistant Vice President

PIMA COUNTY ARIZONA

By
Timothy E.

Chainnan Board of Supervisors
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EXHIBIT

$21000000

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 2007

MATURITY SCHEDULE

Maturity

Date Principal Interest

July Amount Rate

2009 $750000 4.750%

2010 785000 4.750%

2011 830000 4.750%

2012 865000 4.750%

2013 1415000 4.750%

2014 1485000 4.750%

2015 1555000 4.750%

2016 1635000 4.750%

2017 1715000 4.750%

2018 1805000 4.750%

2019 1895000 4.000%

2020 1990000 4.125%

2021 2085000 3.250%

2022 2190000 3.250%
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EXHIBIT

J1bank.
Fir Sear Savicr Cuaranard

Corporate Trust Services

60 Livingston Ave

St. Paul MN 55107

Schedule of Fees for Services as

Registrar and Paying Agent

For

Pima County Street and Highway User Revenue Bonds Series 2007

Administrative Fees Billed Annually

01010 Acceptance Fee $150.00

The acceptance fee includes the administrative review of documents initial set-up of

the account and other reasonably required services up to and including the closing.

This is one-time fee payable at dosing.

04120 Paying Agent $300.00

Annual administration fee for performance of the routine duties of the paying agent

associated with the management of the account. Administration fees are payable in

advance.

Direct Out of Pocket Expenses

Reimbursement of expenses associated with the performance of our duties including At Cost

but not limited to publications legal counsel after the initial close travel expenses

and
filing

fees.

Extraordinary Services

Extraordinary services are duties or responsibilities of an unusual nature including

termination but not provided for in the governing documents or otherwise set forth in

this schedule. reasonable charge will be assessed based on the nature of the

service and the responsibility involved. At our option these charges will be billed at

flat fee or at our hourly rate then in effect.

Account approval is subject to review and qualification. Fees are subject to change at our discretion and upon written notice. Fees

paid in advance will not be prorated. The fees set forth above and any subsequent modifications thereof are part of your

agreement. Finalization of the transaction constitutes agreement to the above fee schedule including agreement to any

subsequent changes upon proper written notice. In the event your transaction is not finalized any related out-of-pocket expenses

will be billed to you directly.
Absent your written instructions to sweep or otherwise invest all sums in your account will remain

uninvested and no accrued interest or other compensation will be credited to the account. Payment of fees constitutes acceptance

of the terms and conditions set forth.

IMPORTANT INFORMATION ABOUT PROCEDURES FOR OPENING NEW ACCOUNT
To help the government fight the funding of terrorism and money laundering activities Federal law requires all financial institutions

to obtain verify and record information that identifies each person who opens an account.

For non-individual person such as business entity charity Trust or other legal entity we will ask for documentation to verify

its formation and existence as legal entity. We may also ask to see financial statements licenses identification and authorization

documents from individuals claiming authority to represent the entity or other relevant documentation.

Dated January 23 2007



Ambac Assurance Corporation
One State Street Plaza 15th Floor

New York New York 10004

Telephone 212 668-0340

Obligor
PIMA COUNTY ARIZONA

Policy Number 26160BE

Obligations $21000000 in aggregate principal amount of STREET AND Premium $79400.00

HIGHWAY REVENUE BONDS SERIES 2007 dated

January 2007 and maturing on July in the years 2009 through

2022 both inclusive. The Paying Agent is U.S. Bank National

Association Phoenix Arizona.

Ambac Assurance Corporation Ambac Wisconsin stock insurance corporation in consideration of the payment of the

premium and subject to the terms of this Policy hereby agrees to pay to The Bank of New York as trustee or its successor the

Insurance Trustee for the benefit of the Holders that portion of the principal of and interest on the above-describedobligations

the Obligations which shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Obligor.

Ambac will make such payments to the Insurance Trustee within one business day following written notification to Ambac of

Nonpayment. Upon Holders presentation and surrender to the Insurance Trustee of such unpaid Obligations or related coupons
uncanceled and in bearer form and free of

any
adverse claim the Insurance Trustee will disburse to the Holder the amount of

principal and interest which is then Due for Payment but is unpaid. Upon such disbursement Ambac shall become the owner of

the surrendered Obligations and/or
coupons

and shall be fully subrogated to all of the Holders rights to payment thereon.

In cases where the Obligations are issued in registered form the Insurance Trustee shall disburse principal to Holder only upon
presentation and surrender to the Insurance Trustee of the unpaid Obligation uncanceled and free of

any adverse claim together

with an instrument of assignment in form satisfactory to Ambac and the Insurance Trustee duly executed by the Holder or such

Holders duly authorized representative so as to permit ownership of such Obligation to be registered in the name of Ambac

or its nominee. The Insurance Trustee shall disburse interest to Holder of registered Obligation only upon presentation to

the Insurance Trustee of proof that the claimant is the person entitled to the payment of interest on the Obligation and delivery

to the Insurance Trustee of an instrument of assignment in form satisfactory to Ambac and the Insurance Trustee duly executed

by the Holder or such Holders duly authorized representative transferring to Ambac all rights under such Obligation to receive

the interest in
respect

of which the insurance disbursement was made. Ambac shall be subrogated to all of the Holders rights

to payment on registered Obligations to the extent of any insurance disbursements so made.

In the event that trustee or paying agent
for the Obligations has notice that

any payment of
principal

of or interest on an

Obligation which has become Due for Payment and which is made to Holder by or on behalf of the Obligor has been deemed

preferential transfer and theretofore recovered from the Holder pursuant to the United States Bankruptcy Code in accordance

with final nonappealable order of court of
competent jurisdiction such Holder will be entitled to payment from Ambac to

the extent of such recovery if sufficient funds are not otherwise available.

As used herein the term Holder means any person
other than the Obligor or ii any person whose obligations constitute

the underlying security or source of payment for the Obligations who at the time of Nonpayment is the owner of an

Obligation or of coupon relating to an Obligation. As used herein Due for Payment when referring to the principal of

Obligations is when the scheduled maturity date or mandatory redemption date for the application of required sinking fund

installment has been reached and does not refer to any earlier date on which payment is due by reason of call for redemption

other than by application of required sinking fund installments acceleration or other advancement of maturity and when

referring to interest on the Obligations is when the scheduled date for payment of interest has been reached. As used herein

Nonpayment means the failure of the Obligor to have provided sufficient funds to the trustee or paying agent
for payment in

full of all principal of and interest on the Obligations which are Due for Payment.

This Policy is noncancelable. The premium on this Policy is not refundable for any reason including payment
of the Obligations

prior to maturity. This Policy does not insure against loss of
any prepayment or other acceleration payment which at any time may

become due in respect of any Obligation other than at the sole option of Ambac nor against any risk other than Nonpayment.

In witness whereof Ambac has caused this Policy to be affixed with facsimile of its corporate seal and to be signed by its duly
authorized officers in facsimile to become effective as its original seal and signatures and binding upon Ambac by virtue of the

countersignature of its duly authorized representative.

Se
tary

th rized Representative

Authorized Officer of Insurance Trustee

Ambac
Financial Guaranty Insurance Policy

President

Effective Date January 25 2007

THE BANK OF NEW YORK acknowledges that it has agreed

to perform the duties of Insurance Trustee under this Policy.

Form No. 2B-0012 1/01
A- 10699



The undersigned hereby certifies that this document is

true and correct copy of the Financial Guaranty

Insurance Policy. Policy No. 26160BE issued by

AMBAC ASSURANCE CORPORATION.

Assistant Secretary

Date January 23 2007



$21000000

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 2007

CONTINUING DISCLOSURE UNDERTAKING
FOR THE PURPOSE OF PROVIDING

CONTINUING DISCLOSURE INFORMATION
UNDER SECTION b5 OF RULE 15c2-12

This Continuing Disclosure Undertaking the Undertaking is executed and delivered

by Pima County Arizona the County in connection with the issuance and sale of the

$21000000 aggregate principal amount of Street and Highway Revenue Bonds Series 2007

the Bonds.

In connection with the Bonds the County covenants and agrees as follows

1. Purpose of this Undertaking. This Undertaking is executed and delivered by the

County as of the date set forth below for the benefit of the beneficial owners of the Bonds and in

order to assist the Underwriter in complying with the requirements of the Rule as defined

below.

2. Definitions. The terms set forth below shall have the following meanings in this

Undertaking unless the context clearly otherwise requires.

Annual Information means the financial information and operating data set

forth in Exhibit I.

Annual Information Disclosure means the dissemination of disclosure

concerning Annual Information and the dissemination of the Audited Financial Statements as set

forth in Section 4.

Audited Financial Statements means the general purpose audited financial

statements of the County prepared pursuant to the standards and as described in Exhibit I.

Bond Resolution means together the resolution adopted by the Board of

Supervisors of the County on January 16 2007 authorizing the issuance and sale of the Bonds.

Commission means the Securities and Exchange Commission.

Dissemination Agent means any agent designated as such in writing by the

County and which has filed with the County written acceptance of such designation and such

agents successors and assigns.

Exchange Act means the Securities Exchange Act of 1934 as amended.
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Material Event means the occurrence of any of the events with respect to the

Bonds set forth in Exhibit II that is material as materiality is interpreted under the Exchange Act.

MSRB means the Municipal Securities Rulemaking Board.

NRMSIRs means as of any date any Nationally Recognized Municipal

Securities Information Repository then recognized by the Commission for purposes of the Rule.

As of the date of this Undertaking the NRMSIRs are

Bloomberg Municipal Repository

100 Business Park Drive

Skillman New Jersey 08558

Phone 609 279-3225

Fax 609 279-5962

E-mailMunis@Bloomberg.com

DPC Data Inc.

One Executive Drive

Fort Lee New Jersey 07024

Phone 201 346-0701

Fax 201 947-0107

E-mail nrmsir@dp cdata. corn

FT Interactive Data

Attn NRMSIR
100 William Street 15th Floor

New York New York 10038

Phone 212 771-6999 800-689-8466

Fax 212 771-7390

E-mailNRMSIR@interactivedata.com

Standard Poors Securities Evaluations Inc.

55 Water Street 45th Floor

New York New York 10041

Phone 212 438-4595

Fax 212 438-3975

E-mail nrrnsir_repositorysandp.com

The names and addresses of all current NRMSIRs should be verified each time information is

delivered pursuant to this Undertaking.

Rule means Rule 5c2- 12 adopted by the Commission under the Exchange Act

as the same may be amended from time to time.

SID means any public or private repository designated by the State as the state

repository and recognized as such by the Commission for purposes of the Rule. As of the date of

this Undertaking no SID exists within the State. The name and address of the SID if any

should be verified each time information is delivered pursuant to this Undertaking.
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State means the State of Arizona.

Undertaking means the obligations at the County pursuant to Sections

and hereof.

Underwriter includes each broker dealer or municipal securities dealer acting

as an underwriter in the primary offering of the Bonds.

3. CUSIP Number/Final Official Statement. The base CUSIP Number of the Bonds

is 721882. The Final Official Statement relating to the Bonds is dated January 16 2007.

4. Annual Information Disclosure. Subject to Section of this Undertaking the

County shall disseminate its Annual Information and its Audited Financial Statement if any in

the form and by the dates set forth in Exhibit to all NRMSIRs and to the SID if any. The

County is required to deliver such information in such manner and by such time so that such

entities receive the information on the date specified.

If any part of the Annual Information can no longer be generated because the

operations to which it is related have been materially changed or discontinued the County will

disseminate statement to such effect as part of its Annual Information for the year in which

such event first occurs.

If any amendment is made to this Undertaking the Annual Information for the

year in which such amendment is made shall contain narrative description of the reasons for

such amendment and its impact on the type of information being provided.

5. Material Events Disclosure. Subject to Section of this Undertaking the County

hereby covenants that it will disseminate in timely manner notice of occurrence of Material

Event to each NRMSIR or to the MSRB and to the SID if any.

6. Duty to Update NRMSIRs/SID. The County shall determine in the manner it

deems appropriate the names and addresses of the then existing NRMSIRs and SID each time it

is required to file information with such entities.

7. Consequences of Failure of the County to Provide Information. The County shall

give notice in timely manner to each NRMSIR or to the MSRB and to the SID if any of any

failure to provide Annual Information Disclosure when the same is due hereunder.

In the event of failure of the County to comply with any provision of this

Undertaking the beneficial owner of any Bond may seek mandamus or specific performance by

court order to cause the County to comply with its obligations under this Undertaking. default

under this Undertaking shall not be an Event of Default on the Bonds. The sole remedy under

this Undertaking in the event of any failure of the County to comply with this Undertaking shall

be an action to compel performance.

8. Alternate Means of Disclosure. Notwithstanding the provisions of Sections

and requiring that the County file its Annual Information Disclosure notice of any Material

Event and notice of any failure to comply with this Undertaking with each of the NRMSIRS and
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any SID the County may instead comply with the provisions of this Undertaking by filing the

required information with an entity then recognized by the Commission as eligible to receive and

submit such filings to the NRMSIRS and any SID for purposes of the Rule Central Post

Office. As of the date of this Disclosure Undertaking the Central Post Office that has been so

recognized by the Commission is

DisclosureUSA.org

P.O. Box 684667

Austin Texas 78768-4667

Fax 512 476-6403

http//www.disclosureUSA.org

9. Amendments Waiver. Notwithstanding any provision of this Undertaking the

County by certified resolutions authorizing each amendment or waiver may amend the

Undertaking and any provision of the Undertaking may be waived if

The amendment is made in connection with change in circumstances that

arises from change in legal requirements change in law or change in the identity nature or

status of the County or type of business conducted

This Undertaking as amended would have complied with the

requirements of the Rule at the time of the primary offering after taking into account any

amendments or interpretations of the rule as well as any change in circumstances and

The amendment does not materially impair the interests of the beneficial

owners of the Bonds as determined by an independent counsel or other entity unaffihiated with

the County.

10. Non-Appropriation. The performance by the County of its obligations in this

Undertaking shall be subject to the annual appropriation of any funds that may be necessary to

permit such performance. In the event of failure by the County to comply with its covenants

under this Undertaking due to failure to appropriate the necessary funds the County covenants

to provide prompt notice of such fact to each NRMSIR and the SID.

11. Termination of Undertaking. The Undertaking of the County shall be terminated

hereunder when the County no longer has liability for any obligation relating to repayment of the

Bonds or the Rule no longer applies to the Bonds. The County shall give notice in timely

manner if this Section is applicable to each NRMSIR or to the MSRB and to the SID if any.

12. Dissemination Agent. The County may from time to time appoint or engage

Dissemination Agent to assist it in carrying out its obligations under this Undertaking and may

discharge any such Dissemination Agent with or without appointing successor Dissemination

Agent.

13. Additional Information. Nothing in this Undertaking shall be deemed to prevent

the County from disseminating any other information using the means of dissemination set forth

in this Undertaking or any other means of communication or including any other information in

any Annual Information Disclosure or notice of occurrence of Material Event in addition to
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that which is required by this Undertaking. If the County chooses to include any information

from any document or notice of occurrence of Material Event in addition to that which is

specifically required by this Undertaking the County shall have no obligation under this

Undertaking to update such information or include it in any future disclosure or notice of

occurrence of Material Event.

14. Beneficiaries. This Undertaking has been executed in order to assist the

Underwriter in complying with the Rule however this Undertaking shall inure solely to the

benefit of the County the Dissemination Agent if any and the beneficial owners of the Bonds

and shall create no rights in any other person or entity.

15. Recordkeeping. The County shall maintain records of all Annual Information

Disclosure and notices of occurrence of Material Events including the content of such disclosure

or notices the names of the entities with whom such disclosure or notices were filed and the date

of filing such disclosure or notices.

16. Assignment. The County shall not transfer its obligations under the Bond

Resolution unless the transferee agrees to assume all obligation of the County under this

Undertaking or to execute an Undertaking under the Rule.

17. Governing Law. This Undertaking shall be governed by the laws of the State.

page to follow
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Date January 25 2007
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PIMA COUNTY ARIZONA

By
Tti6mas Burke

Finance and Risk Management Director



EXHIBIT

ANNUAL FINANCIAL INFORMATION AND AUDITED
FINANCIAL STATEMENTS

Annual Financial Information means quantitative financial information and operating

data concerning the operations of the County of the type set forth in the Official Statement under

the heading STREET AND HIGHWAY REVENUES Street and Highway Revenues

Received by the County in the table entitled PIMA COUNTY STREET AND HIGHWAY
REVENUE RECEIPTS.

All or portion of the Annual Financial Information and the Audited Financial

Statements as set forth below may be included by reference to other documents which have been

submitted to each NRMSIR and to the SID if any or filed with the Commission. If the

information included by reference is contained in Final Official Statement the Final Official

Statement must be available from the MSRB the Final Official Statement need not be available

from each NRMSIR the SID or the Commission. The County shall clearly identify each such

item of information included by reference.

Annual Financial Information exclusive of Audited Financial Statements will be provided

to each NRMSIR and to the SID if any no later than the first business day in February of each

year commencing February 2008. Audited Financial Statements as described below should

be filed at the same time as the Annual Financial Information. If Audited Financial Statements

are not available when the Annual Financial Information is filed unaudited financial statements

shall be included to be followed up by Audited Financial Statements when available.

Audited Financial Statements will be prepared according to GAAP as applied to

governmental units as modified by State law Audited Financial Statements will be provided to

each NRMSIR and to the SID if any at the same time as Annual Financial Information is filed

or if not available when such Annual Financial Information is filed within 30 days after

availability to the County.

If any change is made to the Annual Financial Information as permitted by Section of

this Undertaking the County will disseminate notice of such change as required by Section

including changes in Fiscal Year or GAAP.
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EXHIBIT

EVENTS FOR WHICH NOTICE OF OCCURRENCE OF
MATERIAL EVENTS IS REQUIRED

1. Principal and interest payment delinquencies

2. Non-payment related defaults

3. Unscheduled draws on debt service reserves reflecting financial difficulties

4. Unscheduled draws on credit enhancements reflecting financial difficulties

5. Substitution of creditor liquidity providers or their failure to perform

6. Adverse tax opinions or events affecting the tax-exempt status of the Bonds

7. Modifications to the rights of holders of the Bonds

8. Bond calls

9. Defeasances

10. Release substitution or sale of property securing repayment of the Bonds

11. Rating changes
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BIantet Issuer Letter of Representations
be Completed by Issueij

PIMA COUNTY ARIZONA
Name ollssuerl

JUNE 11 1998
Date

Attention Underwiting Depaitinent Eligibility

The Depository Trust Company
55 Water Street 50th Floor

New Yorlç NY 10041-0099

Ladies and Gentlemen

This letter sets forth our understanding with respect to all issues the Secuzities that Issuer

shall request be made eligible for deposit.by The Depositoiy Tnrst Company 1TC.

To induce DTC to apt the Securities as eligible for deposit at DTC and to act in accordance

with DTC% Rules with
respect

to the Securities issuer represents
to DTC that Issuer will comply

with the requirements
stated in DTCs Operational Anangemçnts as they may be amended from

timetotime.

Note

Schedule contains statements that DTC believes

wcur2Ay describe DTC. the method ffecdn bocc

yt1anseTs oseanities distributed through DTC. sad

athu related mattc

Received and Accepted

Very truly yours

PIMA COUNTY ARIZONA

C. H. RUCRELBERRY CO TY ADMINISTRATOR
Crypewzlte Zzme Th1e

130 W. Congress 10th floor
Street Addi

Tucson AZ 85701

aty Sate Z4

520 7408661
Pbooe Numba



SCUEDULE

SAMiLE OFFERING DOCUMENT lANGUAGE

DESCRIBING BOOK-ENTRY-ONLY ISSUANCE

Prepared by DTCbracketed material may be applicable only to certain issues

1. The Depository Trust Company DTC1. New York will act as securities depositoiy for the

securities the Securities. The Securities will be issued as fully-registered
securities registered in the

name of Cede Co. DTCs partnership nominee. One fully-registered Security
certificate will be

issued for issue of the Securities in the agate principal amount of such issue and will

be deposited with DTC. however the aggregate principal amount of issue exceeds SOO

million one certificate will be issued with respect to each S200 million of principal
amount and an

additional certificate will be issued with respect
to any remaining principal amount of such issueJ

2. DTC is limited-purpose
thist company organized under the New York Banldng Law banldng

oignition within the meaning of the New York Banking La member of the Federal Reserve

System1 cleating corporation
within the m-aning of the New York Uniform Commercial Code and

clearing XCY registered pursuant to the
provisions

Of Section 17A of the ETrhmge Act of

1934. DTC holds securities that its participants Paxticipants deposit
with DTC DTC also facilitates

the settlement among Participants
of securities transactions such as transfers and pledge in deposited

securities through electronic computerized book-entry changes In Participants accounts thereby

elinihl2Hng
the need for physical

movement of securities certificates. Direct Participants include

securities brokers and 4ealers banks trust companies clearing corporations and certain other

organizations.
DTC is owued.by number of its Direct Participants

and by the New York Stock

F4iange Inc. the American Stock Fr4nge lire and the National Association of Securities Dealers

Inc. Access to the DTC system Is also available to others such as securities brokers and dealers banks

and trust companies that clear through or maintain custodial relationship
with Direct Participant.

either directly or Indirectly Indirect Paxticipantsi. The Rules applicable
to DTC and Ita Participants

are on file with the Securities and Erthnge Commission.

3. Purchases of Securities under the DTC system must be made by ortbrough Direct Participants.

which will receive credit for the Secwities on DTCs records. The ownership interest of each actual

purthaser of each Security Benel Owner is in turn to be recorded on the Direct and indirect

Participants
records. Beneficial Owners will not receive written confirmation from DTC of their

purthas but Beneficial Owners axe expected to receive written ccmflnnations providing
details of the

transaction as well as periodic
statements of their holdings from the Direct or Indirect Participant

through which the Bene1da1 Owner entered into the transaction. 1ansfers of ownership Interests in the

Securities are to be accomplished by entries made on the books of Participants aing on behalf of

Beneficial Owners. Beneficial Owners will not receive certificates representing
their ownership interests

in Securities except in the event that use of the book-entry system
for the Securities is discontinued.

4. To facilitate subsequent transfers all Securities deposited by Participants
with mc are registered

in the name of DTCs partnership nominee Cede Co. The deposit of Securities with DTC and their

registration
in the name of Cede Co. effect no change in beneficial ownership. DTC has no

knowledge of the actual Beneficial Owners of the Securities DTCs records reflect only the identity of

the Direct Participants
to whose accounts such Securities are credited which may or may not be the

Beneficial Owners. The Participants
will remain responsible for keeping account of their holdings on

behalf of their customers.



5. Conveyance
of notices and other communications by DTC to Direct Participants by Direct

Participants
to Indirect Participants

and by Direct Participants
and Indirect Participants to Beneficial

Owners will be governed by arrangements among them subject to any statutory or regulatory

requirements as may be in effect from time to lime.

Redemption notices shall be sent to Cede Co. if less than all of the Securities within an issue are

being redeemed DTCs practice
is to determine by lot the amount of the interest of each Direct

Participant
in such issue to be redeemed-I

7. Neither DTC nor Cede Co. will consent or vote with respect
to Securities. Under Its usual

procedures DTC mails an Omnibus Proxy to the Issuer as soon as possible
after the record date. The

Omnibus Proxy assigns
Cede Cos consenting or ting rights

to those Direct Participants
to whose

aerotmts the Securities axe credited on the record date identified in listing
attached to the Omnibus

F-.
8. Principal

and interest payments on the Securities will be made to DTC. DTCs practice
is to credit

Direct Participants
acximts on payable

date in accordance with their respective holdings
shown on

DTCs records unless DTC has reason to believe that it will not receive payment on payable date.

Payments by Participants
to Beneficial Owners will be governed by standing instructions and

customary.

practices as is the case with securities held for the accounts of customers in bearer form or registered
in

street name and will be the responsibiiity
of such Participant

and not of DTC the Agent or the

Issuer subject to any statutory or regulatory requirements as may be in effect from time to time.

Payment of principal
and interest to DTC is the responsibility

of the Issuer or the Agent disbursement

of such payments to Direct Participants
shall be the responsibility

of DTC and disbursement of such

payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

Beneficial Owner shall give
notice to elect to have its Securities purchased or tendered through

its Participant. to the rendev11.emnarkethig1 Agent and shall effect delivery of such Securities by tnaing

the Direct Participant
to transfer the PaticipantS

Interest in the Securities on DTCs records to the

TenderfRemarketiflgl Agent The requhernent
for physical delivery of Securities in connection with

demand for purchase or mandatory purchase will be deemed sutisfied when the ownership rights in

the Securities are transferred by Direct Participants on DTCs records.

10. DTC maydiscontinue providing
its services as securities depository

with respect to the Securities

at any
time by giving

reasonable notice to the Issuer or the Agent Under such circumstances in the

event that successor securities depository
is not obtained Security

certificates are required to be

printed
and delivered.

1L The Issuer may decide to discontinue use of the system of book-entry
transfers through DTC or

suossor securities depository.
In that event Security certificates will be printed

and delivered.

12.. The Information in this section concerning DTC and DTCs book-entry system has been obtained

from sources that the Issuer believes to be reliable but the Issuer takes no responsibility
for the

accuracy
thereof



$21000000

Pima County Arizona

Street and Highway Revenue Bonds

Series 2007

GENERAL CERTIFICATE OF THE COUNTY

The undersigned Chairman the Chairman and Clerk the Clerk of the Board of

Supervisors of Pima County Arizona the County acting for and on behalf of the County do

hereby certify as follows with respect to the $21000000 aggregate principal amount of Pima

County Arizona Street and Highway Revenue Bonds Series 2007 the Bonds issued by the

County pursuant to Resolution No. 2007-16 passed adopted and approved by the Board of

Supervisors of the County on January 16 2007 the Resolution authorizing and providing for

the issuance and sale of the Bonds

1. They are the duly elected or appointed qualified and acting Chairman and Clerk

respectively of the Board of Supervisors of the County and as such are familiar with the

matters set forth below and the books records and proceedings of the County.

2. Regular meetings of the Board of Supervisors of the County were duly called

noticed and held on October 17 2006 and January 16 2007 in accordance with the laws of the

State of Arizona. Copies of the notices and agendas for such meetings are attached hereto as

Exhibit A. The Resolution as executed by the Chairman and attested by the Clerk is in the

same form and text as the copy of such Resolution that was before and adopted by the Board of

Supervisors of the County at the meeting of January 16 2007.

3. The persons named below were on October 17 2006 and January 16 2007 and

are on the date hereof the duly elected qualified and acting members and incumbents of the

office of the County set opposite their respective names

Name Office

Richard ElIas Chairman and Supervisor

Ray Carroll Supervisor

Ann Day Supervisor

Sharon Bronson Supervisor

Ramón Valadez Supervisor

To the best of our knowledge there is no litigation pending or threatened affecting or

questioning in any manner whatsoever the rights of the Chairman or the Supervisors of the

County to their respective offices or affecting the organization existence or powers of the

County.
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4. The County is political subdivision duly organized and validly existing under

the Constitution and laws of the State of Arizona and had and has full legal right power and

authority to adopt execute and deliver as appropriate the Resolution the Bonds the Bond

Registrar Transfer Agent and Paying Agent Agreement dated as of January 2007 the Bond

Registrar and Paying Agent Agreement between the County and U.S. Bank National

Association. the Registrar the Continuing Disclosure Undertaking dated January 25 2007

the Continuing Disclosure Undertaking entered into by the County and all the other

documents instruments and certificates contemplated therein all of the foregoing are hereinafter

collectively referred to as the County Documents and to authorize and issue the Bonds and to

carry out the transactions contemplated by the County Documents and the County Documents

have been duly authorized executed and delivered by the County and are the legal valid and

binding special obligations of the County enforceable against the County in accordance with

their respective terms and in the case of the Resolution have not been amended modified or

repealed in any respect subsequent to their execution and are in full force and effect on the date

hereof.

5. The execution and delivery of the County Documents and compliance with the

provisions thereof will not conflict with or constitute breach of or default under any law

governmental rule or regulation judgment order writ injunction consent decree agreement

ordinance resolution or other instrument to which the County is party or to which it or any of

its property is subject and does not require any consent or approval by any governmental

authority agency or body not already obtained.

6. The Chairman and the Clerk hereby authorize ratify and adopt the facsimile

signatures of the Chairman and the Clerk executing and attesting respectively the Bonds in the

aggregate principal amount of $21000000 issued under the Resolution in the form of fully-

registered bonds without coupons in the denomination of $5000 or integral multiples thereof

and bearing interest from the date of the Bonds to the maturity or earlier redemption of each of

the Bonds as follows

Maturity Date Principal Interest

July Amount Rate

2009 $750000 4.750%

2010 785000 4.750%

2011 830000 4.750%

2012 865000 4.750%

2013 1415000 4.750%

2014 1485000 4.750%

2015 1555000 4.750%

2016 1635000 4.750%

2017 1715000 4.750%

2018 1805000 4.750%

2019 1895000 4.000%

2020 1990000 4.125%

2021 2085000 3.250%

2022 2190000 3.250%
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7. All representations and warranties of the County contained in the County

Documents are true correct and complete in all material respects as of the date hereof and the

County has satisfied and performed all of the conditions and agreements required in the County

Documents to be satisfied or performed by the County at or prior to this date in connection with

the issuance sale and delivery of the Bonds in the manner and with the effect contemplated in

the County Documents and as of the date hereof to the best knowledge of the County no

default or event of default has occurred nor has any event occurred which with the giving of

notice or the passage of time or both will constitute default or an event of default with respect

to the County Documents.

8. There is no action suit proceeding inquiry or investigation at law or in equity

or before or by any public board or body pending or threatened against the County which

questions its right to levy and collect taxes to pay the principal of and interest on the Bonds or

questions the proceedings and authority pursuant to which the levy is made or questions its right

to issue securities including the Bonds or to restrain or enjoin the issuance offer and sale of the

Bonds or in any way affecting or questioning any authority for or the validity of the County

Documents the Bonds or the proceedings for the issuance thereof or the Countys right to use

the proceeds of the Bonds in the manner contemplated in the Resolution which if determined

adversely to the County or its interests individually or in the aggregate would have

material adverse effect upon the financial condition assets properties or operations of the

County or material adverse effect on the transactions contemplated by the Official

Statement dated January 16 2007 the Official Statement prepared and distributed in

connection with the offer and sale of the Bonds or an adverse effect on the validity or

enforceability of the County Documents or impair the Countys ability to comply with the

requirements set forth in the Resolution.

9. The County is not in default with respect to any order or decree of any court or

any order regulation or demand of any Federal state municipal or governmental agency which

default would materially and adversely affect the existence or operation of the County or its

properties or the execution delivery receipt and the performance of the County Documents or

the other agreements contemplated thereby.

10. U.S. Bank National Association as Registrar pursuant to the Resolution and the

Bond Registrar Transfer Agent and Paying Agent Agreement is hereby authorized and directed

to authenticate the fully-registered Bonds and to receipt for and deliver said Bonds to Prager

Scaly Co. LLC the Underwriter pursuant to The Depository Trust Companys F.A.S.T.

closing procedures after authentication and upon receipt by the Treasurer of the County of

$21061781.95 representing $2 1000000.00 principal amount thereof plus net premium of

$1333.62 and accrued interest of $60448.32. The Treasurer will deposit and apply the proceeds

of the sale of the Bonds as provided in Section 16 of the Resolution.

11. To the best knowledge information and belief of the undersigned the

description and statements contained in the Official Statement and the other documents

information and materials together with any supplements thereto collectively the Offering

Materials distributed and all representations made by the County and its supervisors officers

and employees in any manner whatsoever in connection with the offer and sale of the Bonds
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were on January 16 2007 the date the proposal for the purchase of the Bonds the Proposal

by the Underwriter which is on file in the office of the Clerk of the Board of Supervisors of the

County was accepted by the Board of Supervisors of the County and are on the date hereof

true correct and complete in all material respects and do not contain any untrue statements of

material fact or omit to state any material fact which should be included therein for the purposes

for which the Offering Materials are to be used or which is necessary in order to make the

statements therein in light of the circumstances under which they were made not misleading

since the date of the Official Statement there has been no material adverse change in the

powers properties results of operations or financial position of the County other than as set

forth in or contemplated by the Official Statement and since the date of the Official

Statement the County has not entered into any transaction or incurred any liability which will

materially adversely affect the ability of the County to carry out and perform its obligations

pursuant to the Resolution.

12. Except as disclosed in the Official Statement the County is currently in

compliance with its reporting requirements pursuant to all prior Continuing Disclosure

Undertakings.

13. To the best of our knowledge no public officer supervisor or employee of the

County has been compensated or will be compensated for acting as such in connection with the

issuance sale and delivery of the Bonds except that they may be reimbursed for their actual

expenses incurred in the performance of their duties as such officers supervisors or employees

of the County and no officer supervisor or employee of the County or relative of such officer

supervisor or employee has any substantial interest as defined in Section 8-502 of the

Arizona Revised Statutes in any of the transactions contemplated by the County Documents.

14. The County will use the proceeds of the Bonds other than the proceeds deposited

into the Bond Fund pursuant to Section 16 of the Resolution in manner and for purposes

consistent with the voter approval obtained at the special bond election held in and for the

County on November 1997.

15. The Bonds are payable solely from pledge of and are secured by first lien on
the Pledged Revenues on parity with the 1998 Bonds the 2002 Bonds the 2003 Bonds and the

2005 Bonds each as defined in the Resolution and any Additional Parity Bonds that may be

issued from time to time pursuant to the Resolution and other than as described herein the

Pledged Revenues have not been pledged or hypothecated in any manner or for any purpose and

there are no bonds judgments notes certificate or indebtedness of any kind or character

whatsoever outstanding payable from the Pledged Revenues other than the Bonds and

$126835000 outstanding aggregate principal amount of the 1998 Bonds the 2002 Bonds the

2003 Bonds and the 2005 Bonds.

16. Any defined term identified herein by an initial capital letter but not otherwise

defined herein shall have the meaning ascribed to it in the Resolution.

page to follow
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Dated January 25 2007

PIMA COUNTY ARIZONA

By___
Richard Ellas

Chairman Board of Supervisors

By____
Lori Godoshian

Clerk Board of Supervisors
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EXHIBIT

NOTES/ACTION

AGENDA BOARD OF SUPERVISORS MEETING

BOARD OF SUPERVISORS HEARING ROOM

130 W. CONGRESS 1ST FLOOR

OCTOBER 17 2006 900 A.M.

1. ROLL CALL

2. INVOCATION

3. PLEDGE OF ALLEGIANCE

EXECUTIVE SESSION

CLERKS NOTE As of the posting date of 10/11/06
no executive session item has been placed on the

regular agenda. However this is subject to any

addendum.

BOARD OF SUPERVISORS SITTING AS OTHER BOARDS

FLOOD CONTROL DISTRICT BOARD

UNFINISHED BUSINESS

RM 9/19/06 and RM 10/3/06

CONTRACTS

A. John D. and Tonya F. Stofko to provide an

Acquisition Agreement for property located at

12310 S. Old Spanish Trail Vail for the

Floodprone Land Acquisition Program Tax

Parcel No. 205-81-0250 Flood Control Levy

Fund contract amount $459478.00 including

closing costs 2259S1385510906
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NOTES/ACTION

NEW BUSINESS

B. Stephen W. and Pamela J. Evans to provide an

Acquisition Agreement and Warranty Deed for

property located at 16140 and 16150 N. Lago

Del Oro Parkway needed for the Floodprone

Land Acquisition Program Tax Parcel Nos.

222-020780 and 22202078D Flood Control

Levy Fund contract amount $114269.00
including closing costs 2259E1386721006

LIBRARY DISTRICT BOARD

CONTRACTS

A. RESOLUTION NO. 2006 LD approving and

authorizing assignment of the

Intergovernmental Agreement with the City of

Tucson to provide maintenance of the El

Pueblo Library Library Fund contract amount

$25 000.00 0166T1386920706

B. RESOLUTION NO. 2006 LD approving and

authorizing assignment of the

Intergovernmental Agreement with the Town of

Oro Valley to provide library services

Library Fund contract amount $300000.00
revenue 0166T1386930706

BOARD OF SUPERVISORS SITTING IN REGULAR SESSION

4. CONSENT CALENDAR For consideration and approval

A. Call to the Public

B. Approval of Consent Calendar

5. COUNTY ADMINISTRATOR

A. CLASSIFICATION AND COMPENSATION

The Assistant County Administrator for Public

Works Policy requests approval of the

creation of the following new
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NOTES/ACTION

classifications. There are no associated
costs.

Class Class Grade EEO O/T

Code Title Code Code

7101 Project Manager U2

Unclassified $34106 $90396

7103 Project Manager 33

Senior $45474 $105323
Unclassified

Exempt Not Paid Overtime

B. The Finance and Risk Management Department

requests approval of the creation of the

following classification. There are no

associated costs.

Class Class Grade EEO O/T

Code Title Code Code

7573 Finance and Risk 34

Management $65 357$l27 858
Deputy Director

Exempt Not Paid Overtime

6. FIRE DISTRICT GOLDER RANCH FIRE DISTRICT

Pursuant to A.R.S. 48262.A.12 validation of the

petitions presented from the Golder Ranch Fire

District for the proposed Palisades Point Estates

Annexation. District

7. DIVISION OF ELECTIONS

Staff requests that the name Tern Berg be removed

from the September 12 2006 Primary Election

Canvass in the Office of Precinct Committeeman
from Precinct 058 Democrat and add the name

Judi White in the Office of Precinct Committeeman

from Precinct 058 Republican.
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NOTES /ACT ION

WAS TEWATER MANAGEMENT

8. QUARTERLY REPORT

Wastewater Management Department Quarterly Report

for the period July through September 2006.

HEINGS
9. COUNTY ADMINISTRATOR

BOND PROJECT AMENDMENTS

A. ORDINANCE NO. 2006 82 of the Board of

Supervisors relating to General Obligation
and Sewer Revenue Bond Projects amending

Ordinance No. 1997-35 Bond Implementation

Plan May 20 1997 Special Election as

amended by Ordinance No. 1998-58 Ordinance

No. 2001111 Ordinance No. 200415
Ordinance No. 2005-91 and Ordinance No.

2006-19 to reallocate bond funds amend the

scope of certain projects amend

implementation periods for certain bond

projects and authorize the use of additional

other funds to finance certain projects.

B. ORDINANCE NO. 2006 83 of the Board of

Supervisors relating to Highway User Revenue

Fund Revenue Bond Projects amending

Ordinance No. 1997-80. Bond Implementation

Plan November 1997 Special Election as

amended by Ordinance No. 1998-59 Ordinance

No. 2001112 Ordinance No. 2004118
Ordinance No. 2005-90 and Ordinance No.

200620 to amend project scopes
implementation period schedules and bond and

other fund allocations for certain projects.
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NOTES /ACT ION

C. ORDINANCE NO. 2006 84 of the Board of

Supervisors relating to General Obligation
and Sewer Revenue Bond Projects amending

Ordinance No. 2004-18 Bond Implementation

Plan May 18 2004 Special Election as

amended by Ordinance No. 2005-92 and

Ordinance No. 2006-21 to reallocate bond

funds amend the scope of certain projects
amend implementation periods for certain bond

projects and authorize the use of additional

other funds to finance certain projects.

FRANCHISES/LICENSES/PERMITS

LIQUOR LICENSES

10. 06-378860 Robert Earl Updike Jr. Catalina
Mountain Elks Lodge No. 2815 16045 N. Oracle Rd.
Catalina Series 14 Private Club New License.

11. 06-38-8861 Michael Lawrence Deimerly Firelite

Lounge and CafØ 2413 W. Wetmore Drive Tucson
Series Bar License Person Transfer.

12. 06398862 Clare Hollie Abel WalMart

Neighborhood Market No. 3777 2823 W. Valencia

Road Tucson Series Liquor Store License
Person and Location Transfer.

13. 06-40-8863 Amy Martino Trattoria della Famiglia
6060 N. Oracle Road Tucson Series 12 Restaurant

License New License.

EXTENSION OF PREMISES/PATIO PERMIT

14. Sharon 0. Rahe Water Hole 16540 W. Avra Valley

Road Marana Temporary Extension of

Premises/Patio Permit for October 28 2006.
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NOTES/ACTION

PUBLIC WORKS

DEVELOPMENT SERVICES

COMPREHENSIVE PLAN AMENDMENTS

15. Co7-06-02 OLIVAREZ/VELASCO W. VELO ROAD PLAN

AMEN DMENT

Request of Saul Olivarez and Felipe Velasco to

amend the Pima County Comprehensive Plan from Low

Intensity Rural LIR to Medium Intensity Rural

MIR The subject property is approximately 4.77

acres and is located on the north side of W. Velo

Road approximately 1300 feet east of Vahalla

Road and approximately 630 feet south of Los

Reales Road in Section 21 T15S R12E in the

Southwest Subregion. On motion the Planning and

Zoning Commission voted 70 Commissioners
Membrila and Smith were absent to recommend

APPROVAL WITH REZONING POLICY DEVELOPMENT IS

LIMITED TO TWO HOUSES. Staff recommends APPROVAL.

District

16. Co7-06-08 WER INTERSTATE 19 FRONTAGE ROAD PLAN

AMEN DMENT

Request of Jeff and Reina Wer to amend the Pima

County Comprehensive Plan from Resource Transition

RT and Low Intensity Rural LIR to Rural

Crossroads RX The subject property is

approximately 9.22 acres and is located on the

east side of east Interstate 19 Frontage Road
approximately 400 feet north of W. Arivaca Road in

Section 31 T19S R13E in the Upper Santa Cruz

Valley Subregion. On motion the Planning and

Zoning Commission voted 7-0 Commissioners
Membrila and Smith were absent to recommend

DENIAL. Staff recommends DENIAL. District

17. Co7-06-09 ALAS S. NOGALES HIGHWAY PLAN

AMEN DMENT

Request of Orlando and Edilma Alas to amend the

Pima County Comprehensive Plan from Resource

Transition RT to Rural Crossroads RX The

subject property is approximately 4.59 acres and

is located approximately 375 feet east of the east
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Interstate 19 Frontage Road approximately 800

feet north of W. Arivaca Road in Section 31
T19S R13E in the Upper Santa Cruz Valley

Subregion. On motion the Planning and Zoning

Commission voted 7-0 Commissioners Membrila and

Smith were absent to recommend DENIAL. Staff

recommends DENIAL. District

18. Co7-06-10 DVL INVESTMENTS L.L.C. N. ANWAY ROAD

PLAN AMENDMENT

Request of DVL Investments L.L.C. to amend the

Pima County Comprehensive Plan from Low Intensity

Rural LIR to Medium Intensity Rural MIR The

subject property is approximately 108 acres and is

located on the northeast corner of the

intersection of Anway Road and Sunset Road in

Section 10 T135 R1OE in the Tucson
Mountains/Avra Valley Subregion. On motion the

Planning and Zoning Commission voted 5-2

Commissioners Cuyugan and Poulos voted NAY
Commissioners Membrila and Smith were absent .to

recommend APPROVAL SUBJECT TO TWO SPECIAL AREA
POLICIES standard policy language regarding

the Western Burrowing Owl and require on-site

mitigation for Multiple Use management areas in

the CLS Conservation Lands System and dwelling
unit cap of 36 homes Staff recommends APPROVAL
WITH SPECIAL AREA POLICY and suggested

density cap of 40 homes with some level of off-

site mitigation. District

ZONING CODE TEXT AMENDMENT

19. Co8-06-001 COMMUNICATION TOWER ZONING CODE

REVISION

An ordinance of the Pima County Board of

Supervisors relating to zoning amending the Pima

County Code by amending Chapter 18.03 General

Definitions and amending Chapter 18.07 General

Regulations and Exceptions to revise development
standards for communication towers and

appurtenances located within public rights-of-way

and on private property. On motion the Planning

and Zoning Commission voted 7-0 Commissioners
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Membrila and Smith were absent to recommend

APPROVAL. Staff recommends APPROVAL. All
Districts

If approved pass and adopt

ORDINANCE NO. 2006 85

CONDITIONAL USE PERMIT

20. P21-06-17 DONALD DAVIS and PEGGY JONES S.

DANCIL DRIVE

Request of Donald Davis and Peggy Jones on

property located at 26995 S. Dancil Drive in an

RH zone for Conditional Use Permit for water

pumping and distribution facility. Chapter 18.97
in accordance with Section 18.13.030.B.28 of the

Pima County Zoning Code allows water pumping
and distribution facility as Type II conditional

use in the RH zone. The Hearing Administrator
recommends APPROVAL subject to standard

conditions. District

WAIVER OF PLATTING REQUIRENT

21. PPWO6-02 MADERA PLAZA II COMMERCIAL

CONDOMINIUM

Request of Madera Plaza II L.L.C. Madera Plaza

L.L.C. and Bayshore 67 L.L.C. Tax Parcel Nos.

30465735A 304657370 304657380 304720370
represented by Mendelson Oseran P.L.C. for

waiver of the subdivision plat requirements

pursuant to Section 18.69.080 of the Pima County

Zoning Code which allows waiver of any or all

code standards for subdivision which has

received or is not subject to an order of

exemption from the public report requirements

administered by the Arizona Department of Real

Estate. The subject property compromises of Park

Center Subdivision Bk. 41 Pg. 19 Lots

and and portion of Lot known as Block

Madera Plaza P1201056 Bk. 55 Pg. 232 is

approximately acres zoned CB-1 local business
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and is located south of the Town of Sahuarita one

mile east of Interstate 19 on the corner of East

Continental and South Park Center Avenue. Staff

recommends APPROVAL WITH CONDITIONS. District

22. STREET NAME CHANGE

Present Proposed

Unnamed easement/road Sea Tac Way

for alignment
Co1406018
District

TRANSPORTATION

23. ROAD ESTABLISHMENT

RESOLUTION NO. 2006 275 of the Board of

Supervisors of Pima County Arizona providing for

the establishment of County highway lying within

Sections 14 15 22 26 27 34 and 35 T15S
R14E Sections 10 11 14 15 34 and 35
Tl6S R14E Sections 10 and 11 T17S R14E
Pima County Arizona Proceeding No. 2995 for

portion of Swan Road. District

24. ACCEPTANCE OF PROJECT/ROADWAY FOR MAINTENANCE

Swan Road Extension south from Nogales Old Vail

Connection R-796. Developer Aries Enterprises
Ltd. District

25. TRAFFIC ORDINANCES

A. ORDINANCE NO. 2006 86 of the Board of

Supervisors prohibiting traffic on Pontatoc

Road in Pima County Arizona. Staff

recommends APPROVAL. District
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B. ORDINANCE NO. 2006 87 of the Board of

Supervisors regulating parking on Pontatoc

Road in Pima County Arizona. Staff

recommends APPROVAL. District

C. ORDINANCE NO. 2006 88 of the Board of

Supervisors establishing prima facie speed

limits on Silverbell Road in Pima County
Arizona. Staff recommends APPROVAL.

District

26. TRAFFIC RESOLUTION

RESOLUTION NO. 2006 276 of the Board of

Supervisors temporarily reducing the speed limit

on segment of Old Spanish Trail in Pima County
Arizona for the Everyone Runs Half t4arathon.

Staff recommends APPROVAL. District

27. CALL TO THE PUBLIC

28. ADJOURNMENT

POSTED Levels 1st and 5th Floors Pima County Administration

Building.

DATE POSTED 10/11/06

TIME POSTED 500 P.M.
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CONSENT CALENDAR OCTOBER 17 2006

1. CONTRACTS AND AWARDS

A. COMMUNITY DEVELOPMENT AND NEIGHBORHOOD
CONSERVATION

1. Governors Office for Children Youth

and Families Amendment No. to

provide for travel expenses for local

law enforcement training regarding

Violence Against Women AZ State Fund
contract amount $1786.00 decrease 02
70G1371950105

B. COMMUNITY SERVICES EMPLOYMENT AND TRAINING

2. Arizona Department of Economic Security
Amendment No. to provide employment
and training services WIA Grant Fund
contract amount $39000.00 revenue 01
39A1342310404

3. RESOLUTION NO. 2006 273 approving

an Intergovernmental Agreement with the

City of Tucson to provide for the

administration of Bridges/Supportive

Housing Program HUD Grant Fund
contract amount $84111.00 revenue 01-
69T1387071006

4. Arizona Department of Economic Security
Amendment No. to provide employment
and training services to participants in

Pima Countys Workforce Investment Act

Programs WIA Grant Fund contract

amount $104861.00 revenue 01-69-A-
1361960405

C. PIMA HEALTH SYSTEM

5. General Dentistry for Kids L..L.C.

Amendment No. to provide dental

services extend contract term to
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10/31/07 and amend contractual language
PHCS Enterprise Fund contract amount

$200000.00 l815G13l6011102

6. General Dentistry Kids Tucson L.L.C.
Amendment No. to provide dental

services extend contract term to

10/31/07 and amend contractual language
PHCS Enterprise Fund contract amount

$200000.00 0715Gl332431103

7. Arete Sleep L.L.C. Amendment No. to

provide sleep diagnostic center/lab
services reflect name change from

Phoenix Sleep L.L.C. d.b.a. American

Sleep Diagnostic and amend notices PHCS

Enterprise Fund no cost 0715A
1338 930304

8. Arizona Oral and Maxillofacial Surgeons
P.C. Amendment No. to provide dental

and oral surgery services extend

contract term to 10/31/07 and amend

contractual language PHCS Enterprise

Fund contract amount $150000.00 18-
15A--l350721004

9. Michael T. Mayo D.D.S. P.C. Amendment

No. to provide dental services
extend contract term to 10/31/07 and

amend contractual language PHCS

Enterprise Fund no cost 18-15M
1351561104

10. Palo Verde Surgical Associates P.C.
Amendment No. to provide general

surgery services extend contract term

to 9/30/07 and amend contractual

language PHCS Enterprise Fund no cost

18l5P1352471104

11. Devon Gables Health Care Center
Amendment No. to provide long term

care services extend contract term to

10/31/07 and amend contractual language
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PHCS Enterprise Fund contract amount

$5000000.00 1815D1370151005

12. Manor Care of Arizona Inc. d.b.a.

Manor Care Health Services Tucson No.

498 Amendment No. to provide long
term care services extend contract term

to 10/31/07 and amend contractual

language PHCS Enterprise Fund contract

amount $500000.00 1815M1370161005

13. Presidio Health Associates L.L.C.
d.b.a. Catalina Healthcare Center
Amendment No. to provide long term

care services reflect name change from

Presidio Health Associates L.L.C.
d.b.a. Catalina Care and Rehabilitation

Center extend contract term to 10/31/07
and amend contractual language PHCS

Enterprise Fund contract amount

$3000000.00 l815Pl370171005

14. Kindred Nursing Centers West L.L.C.
d.b.a. Villa Campana Health Care Center
Amendment No. to provide long term

care services extend contract term to

10/31/07 and amend contractual language
PHCS Enterprise Fund contract amount

$1000000.00 1815K1370341005

15. Santa Rita Care Center L.L.C. d.b.a.

Santa Rita Care Center Amendment No.

to provide long term care services
extend contract term to 10/31/07 and

amend contractual language PHCS

Enterprise Fund contract amount

$4000000.00 18l5S1370351005

16. Kindred Nursing Centers West L.L.C.
d.b.a. Desert Life Rehabilitation and

Care Center Amendment No. to provide

long term care services extend contract

term to 10/31/07 and amend contractual

language PHCS Enterprise Fund contract
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amount $4000000.00 1815K137036
1005

17. Ensign Sabino L.L.C. d.b.a. Sabino

Canyon Rehabilitation and Care Center
Amendment No. to provide long term

care services extend contract term to

10/31/07 and amend contractual language
PHCS Enterprise Fund contract amount

$2000000.00 1815E1370381005

18. Villa Maria Care Center L.L.C.
Amendment No. to provide long term

care services extend contract term to

10/31/07 and amend contractual language
PHCS Enterprise Fund contract amount

$2000000.00 1815V1370391005

19. SVRCRosa L.L.C.. d.b.a. Santa Rosa

Care Center Amendment No. to provide

long term care services extend contract

term to 10/31/07 and amend contractual

language PHCS Enterprise Fund contract

amount $1000000.00 1815S137045
1005

20. Kindred Nursing Centers West L.L.C.
d.b.a. Valley Health Care and

Rehabilitation Center Amendment No.

to provide long term care services
extend contract term to 10/31/07 and

amend contractual language PHCS

Enterprise Fund contract amount

$2000000.00 1815K1370621005

21. Handmaker Jewish Services for the Aging
Amendment No. to provide long term

care services extend contract term to

10/31/07 and amend contractual language
PHCS Enterprise Fund contract amount

$1000000.00 1815H1370631005

22. Avalon Care Center-Tucson L.L.C.
d.b.a. La Colina Health Care Center
Amendment No. to provide long term
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care services extend contract term to

10/31/07 and amend contractual language
PHCS Enterprise Fund contract amount

$3000000.00 1815A1370671005

23. Holy Cross Hospital Inc. Amendment
No. to provide long term care

services extend contract term to

10/31/07 and amend contractual language
PHCS Enterprise Fund contract amount

$4000000.00 1815H--1370751005

24. Park Waverly Healthcare L.L.C. d.b.a.

Waverly Park Health Care Center
Amendment No. to pràvide long term

care services extend contract term to

10/31/07 and amend contractual language
PHCS Enterprise Fund contract amount

$2000000.00 1815P1370771005

25. L. Hunter Nash D.D.S. P.C. to provide
dental services PHCS Enterprise Fund

contract amount not to exceed

$400000.00/2 year term 1815N138661
1106

D. PROCUREMENT

26. Office Depot Inc. Amendment No. to

provide copy paper and extend contract

term to 1/31/08 Various Department

Funds contract amount 350000.00 11-
6801357880205

27. Blindheim Southwest Inc. d.b.a. Earth

Reinforcement Specialists to provide

emergency soil nailing services for the

Mt. Lemmon retaining wall collapse and

slope failure HURF Fund contract

amount $364000.00 0304B1387200806
Transportation
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AWARDS

28. Cooperative Procurement Award of

Contract Requisition No. 0701143 in the

amount of $800000.00 to Waxie

Enterprises Inc. Headquarters San

Diego CA for janitorial supplies.

Funding Source Various Department Funds

Administering Department Procurement.

29. Highest Scoring Proposal Award of

Contract Requisition No. 0602859 in an

amount not to exceed $254000.00 to the

respondent submitting the highest

scoring proposal Brown and Caldwell

Headquarters Walnut Creek CA for

the Hydraulic Model Development for

Wastewater Management. Contract is for

one year period with the option to

extend for purposes of project

completion. Funding Source Wastewater

Management Enterprise Fund.

Administering Department Wastewater

Management.

E. REAL PROPERTY

30. Fidelity National Title Agency Inc.
Trust No. 60230 and the Garold C. Brown

Family L.P. to provide an Acquisition
Agreement for urban open space to

prevent encroachment on Davis-Monthan

Air Force Base 2004 Bond Fund contract

amount $3217200.00 including closing
costs 2205F1386731006

31. R. Harley Morrison Trustee of the R.

Harley Morrison Declaration of Trust and

Mary F. M. Shaffer to provide an

Acquisition Agreement for urban open

space to prevent encroachment on Davis
Monthan Air Force Base 2004 Bond Fund
contract amount $412624.00 including

closing costs 2205M1386741006
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F. SHERIFF

32. RESOLUTION NO. 2006 274 approving

an Intergovernmental Agreement with the

Arizona Criminal Justice Commission to

provide for Driving or Operating Under

the Influence Abatement Program State

Grant Fund contract amount $57500.00
revenue 0111A1386660706

33. Maricopa County Probation Office
Amendment No. to provide for

participation in the H.I.D.T.A. XV

Program H.I.D.T.A. XV Grant Fund
contract amount $2631.00 0111-M
1362 841004

G. WASTEWATER MANAGEMENT

34. Mission Linen Supply Amendment No.

to provide for the re-plumb of the

Mission Linen Sanitary Sewer and extend

contract term to 6/1/07 no cost 03-03-
M1377591004

2. DIVISION OF ELECTIONS

Pursuant to A.R.S. 16531 appointment of all

election boards and tally boards recruited and on

file in the Division of Elections Office for the

General Election November 2006.

3. SPECIAL EVENT LIQUOR LICENSES APPROVED PURSUANT TO

RESOLUTION NO. 2002-273

A. Patrick Murray Connors Tucson Culinary

Foundation Loews Ventana Canyon Resort 7000

N. Resort Drive Tucson October and

2006.

B. James W. Zimmerman Corpus Christi Parish
300 N. Tanque Verde Loop Tucson October 14
2006.
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C. Michael Anthony Galvin Catholic Community of

St. Odilia 7570 N. Paseo Del Norte Tucson
October 14 2006.

D. Peter P. Chan Asian American Scholarship
Chinese Cultural Center 1288 W. River Road
Tucson October 14 2006.

PUBLIC WORKS

WAS TEWATER MANAGEMENT

4. PUBLIC ANNOUNCEMENT

Pursuant to A.R.S. 49-391C public comment

period of 30 days must occur before any

Pretreatment Consent Decree or Negotiated
Settlement Agreement is made final. The Public

Information Enforcement File for the following

case will be made available for public review or

copies may be obtained for $.35 per page at the

Public Works Building Pima County Wastewater

Departments reception desk 201 North Stone 8th

Floor Tucson Arizona 85701. Comments will be

taken for the next thirty days and written
comments may be sent to Industrial Wastewater
Control 5025 W. Ina Road Tucson Arizona 85743.

If sufficient interest is expressed public

hearing may be held by the Board of Supervisors.
After the comment period the Board of Supervisors

will vote on acceptance of the following

Settlement Agreement

and Investments an Arizona Corporation
d.b.a. Sparkle Carwash No. 2006-04. Proposed

settlement amount is $1400.00.

5. PROCLAMATION

Proclaiming the month of November 2006 to be

FAIR LENDING MONTH

6. RATIFY AND/OR APPROVE

Minutes September 2006

September 11 2006
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ADDENDUM BOARD OF SUPERVISORS MEETING

BOARD OF SUPERVISORS HEARING ROOM

130 W. CONGRESS 1ST FLOOR

OCTOBER 17 2006 900 AM.

EXECUTIVE SESSIONS

Public discussion and action may occur on the executive session

items listed below during the regularly scheduled meeting.

A. Pursuant to A.R.S. 38-431.03A and

for legal advice and direction regarding Pima

County v. Maucci Pima County Superior Court

Cause No. C20051457.

B. Pursuant to A.R.S. 38-431.03A and

for legal advice and direction regarding
Dufour v. Pima County et. al. Pima County

Superior Court Cause No. 20056484.

BOARD OF SUPERVISORS SITTING IN REGULAR SESSION

1. BOARD OF SUPERVISORS

Approval of the Board of Supervisors Meeting
Schedule for the period of January through May
2007.

2. FINANCE AND RISK MANAGEMENT

A. RESOLUTION NO. 2006 277 ordering the

sale of not to exceed $25000000.00 principal
amount of Pima County Arizona Street and

Highway Revenue Bonds.

B. RESOLUTION NO. 2006 278 ordering the

sale of not to exceed $50000000.00 principal

amount of Pima County Arizona Sewer Revenue

Bonds.
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C. RESOLUTION NO. 2006 279 ordering the

sale of not to exceed $100000000.00
principal amount of Pima County Arizona
General Obligation Bonds.

3. INDUSTRIAL DEVELOPMENT AUTHORITY

RESOLUTION NO. 2006 280 of the Board of

Supervisors of Pima County Arizona approving the

proceedings of the Industrial Development

Authority of the County of Pima regarding the

issuance of its not to exceed $8000000.00
Educational Facility Revenue Bonds Success and

Superior Schools Project Series 2006 and

declaring an emergency.

4. CONTRACTS

A. Community Services Employment and Training

Arizona Department of Economic Security
Community Services Administration Amendment

No. to p-rovide emergency assistance to low

income residents State Grant Fund contract

amount $257360.00 revenue 0169A136291
0705

B. Procurement

United Fire and Casualty Company to provide

Takeover Agreement for the completion of

the Honea Heights Colonia Sanitary Sewage

Conveyance System Department of Agriculture
Grant Fund contract amount $990000.00 Town

of Marana contract amount $370625.00 03
03U138761-1006 Wastewater Management

C. Transportation

Parsons Brinckerhoff Quade and Douglas Inc.
Amendment No. to provide roadway planning

and design services for Vail Road/Colossal
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Cave Road Project and amend scope of work
Development Impact Fee Fund contract amount

$53567.95 1604P1340470204

D. Wastewater Management

Vail Valley Joint Venture td provide
Connection Fee Credit Agreement no cost 11-
03V1387211006

5. BOARDS COMMISSIONS AND/OR COMMITTEES

A. Board of Adjustment No.

Appointment of Chet Davis to replace John

Moore. Term expiration 10/17/08.

District

B. Tucson-Pima County Bicycle Advisory Committee

Appointment of John C. Thaxton Davis-Monthan

Air Force Base Representative to replace
David Beirne. Term expiration 12/31/08.

Jurisdictional recommendation

C. Community Action Agency Board

Reappointment of Doralina Skidmore. Term

expiration 10/31/07. District

D. Pima County/Tucson Womens Commission

Appointment of Diana Jimenez-Young to fill

unexpired term of Margot Veranes. Term

expiration 12/31/08. District

6. PROCLAMATION

Proclaiming the evening of Sunday October 29
2006 to be

UNA NOCHE DE ALEGRIA
60 YEARS OF PlO DECIMO CENTER

ADD 101706



NOTES/ACTIONHEING
FRANCHISE/LICENSE/PERMIT

EXTENSION OF PREMISES/PATIO PERMIT

7. Jim C. Counts Nimbus Brewing Co. L.L.C. 3850 E.

44th Street No. 138 Tucson Temporary Extension
of Premises/Patio Permit for November and

2006.

POSTED Levels 1st and 5th Floors Pima County Administration

Building.

DATE POSTED 10/13/06

TIME POSTED 1100 A.M.
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AGENDA BOARD OF SUPERVISORS MEETING

BOARD OF SUPERVISORS HEARING ROOM

130 W. CONGRESS 1ST FLOOR

JANUARY 16 2007 900 AM.

1. ROLL CALL

2. INVOCATION

3. PLEDGE OF ALLEGIANCE

4. PAUSE PAWS

EXECUTIVE SESSION

CLERKS NOTE As of the posting date of 1/9/07
no executive session item has been placed on the

regular agenda. However this is subject to any
addendum.

BOARD OF SUPERVISORS SITTING AS OTHER BOARDS

FLOOD CONTROL DISTRICT BOARD

A. Riparian Habitat Mitigation Plan

Staff requests approval of the Hydro/Meso

Riparian Habitat Mitigation Plan to construct

single family residence on property located
at 1595 N. Freeman Road. District

B. Contracts

1. Falcone Bros. and Associates Inc.
Change Order No. to provide for the

Ajo Detention Basin Phase Piping
Modifications Project and amend scope of

work Capital Improvement Project Fund
contract amount $361800.00 0359F
1383930706
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2. Manuel A. Cuen and Santos L. Pena to

provide an Acquisition Agreement in

accordance with the Floodprone Land

Acquisition Program Tax Parcel No. 208-

41-0420 Flood Control Levy Fund
contract amount $132000.00 including
closing costs 2259C1390860107

3. Joseph D. Marco IV Trustee of L. Marco
Investment Trust to provide an

Acquisition Agreement in accordance with

the Floodprone Land Acquisition Program
Tax Parcel Nos. 114-19-OlON and 114-18-

007G Flood Control Levy Fund contract
amount $867865.00 including closing
costs 2259M1390880107

BOAPD OF SUPERVISORS SITTING IN REGULAR SESSION

5. CONSENT CALENDAR For consideration and approval

A. Call to the Public

B. Approval of Consent Calendar

6. BOARD OF SUPERVISORS

UNFINISHED BUSINESS

RM 10/3/06 11/14/06 and 12/5/06

RESOLUTION NO. 2006 262 in opposition to

mining in the Rosemont Valley Santa Rita
Mountains. District

NEW BUSINESS

7. COUNTY ADMINISTRATOR

Classification and Compensation

The Pima County Attorneys Office requests

approval to create four Position Control Numbers

PCNs to be allocated as 3146/Vicim Witness
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Advocate positions 3147/Criminal Investigator
and 3139/Information Processing Support Specialist

CA. Grant funded no General Fund cost
associated.

8. BOARD COMMISSION AND/OR COMMITTEE

Presentation by Joan McNamara Chair of the Pima

County-Tucson Commission on Addiction Prevention
and Treatment providing an update on Commission

actions and concerns.

9. CONSERVATION ACQUISITION AGREENTS

A. William and Gaye Lowery to provide an

Acquisition Agreement for approximately
acres of habitat protection priority land on

property located at 2344 W. La Cresta Rd.
Tax Parcel No. 22504-004C 2004 Bond Fund
contract amount $373600.00 including closing
costs. On motion the Conservation

Acquisition Commission voted 5-4

Commissioners Shattuck Prouty Johnson and
Marshall voted NAY Commissioner Marion
abstained and Commissioner Pettis was absent
to recommend APPROVAL. Staff recommends
DENIAL. 2205L1390630107 Natural

Resources Parks and Recreation

B. Linda Vista/Patrick 9.11 Acres Partnership
to provide an Acquisition Agreement for

approximately 9.11 acres of habitat

protection priority land on property located
at the northwest corner of the intersection
of W. Linda Vista Blvd. and N. Saint Patrick

Rd. Tax Parcel No. 216-30-0200 2004 Bond

Fund contract amount $460200.00 including

closing costs. On motion the Conservation

Acquisition Commission voted 5-4

Commissioners Johnson Shattuck Sheridan
and Marshall voted NAY Commissioner Arnold
abstained and Commissioner Pettis was absent
to recommend APPROVAL. Staff recommends

APPROVAL. 2205L1390640107 Natural

Resources Parks and Recreation
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C. Quest Land Group L.L.C. to provide an

Acquisition Agreement for approximately
13243 acres of habitat protection priority
land on property located at Camino del Aurora

near the intersection of Overton Rd. and La

Cholla Blvd. Tax Parcel No. 225-04-002A
2004 Bond Fund contract amount $1349500.00
including closing costs. On November 2006
the Conservation Acquisition Committee voted
6-0 Commissioners Corey Johnson Marshall

and Pettis were absent to recommend
APPROVAL. On December 14 2006 the

Conservation Acquisition Committee voted 3-5
to reconsider the action of November 2006
motion failed Commissioners Roe Corey
Hare Sheridan and Wilson voted Nay
Commissioner Pettis was absent and
Commissioners Marion and Marshall abstained.
Staff recommends DENIAL. 2205Q139038
0107 Natural Resources Parks and Recreation

D. Phil and Sheva J. Chess to provide an

Acquisition Agreement for approximately 37.29
acres of habitat protection priority land on

property adjacent to the Cienega Creek
Natural Preserve Tax Parcel Nos. 305-l6002A
and 305-16-002B 2004 Bond Fund contract

amount $136000.00 including closing costs.

On motion the Conservation Acquisition
Commission voted 11-0 to recommend APPROVAL.
Staff recommends APPROVAL. 22-05C-139087-
0107 Natural Resources Parks and Recreation

E. E. Janet Greenwood Reid to provide an

Acquisition Agreement for approximately 3.38

acres in fee and acre Conservation

Easement on habitat protection priority land

on property located at the northeast corner
of the intersection of W. Linda Vista Blvd.
and N. Quail Lane Tax Parcel No. 216-30-
019B. 1997 Bond Fund contract amount

$329700.00 including closing cost. On

motion the Conservation Acquisition
Commission voted 81 Commissioner Pettis was

absent Commissioner Shattuck voted NAY
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Commissioner Johnson abstained to recommend
APPROVAL. Staff recommends APPROVAL. 22-05-
R1391010107 Natural Resources Parks and
Recreation

10. INDUSTRIAL DEVELOPMENT AUTHORITY

RESOLUTION NO. 2007 13 of the Board of

Supervisors of Pima County Arizona approving the

proceedings of the Industrial Development

Authority of the County of Pima regarding the

issuance of its not to exceed $8000000.00
Education Revenue Refunding Bonds Tucson Country
Day School Project Series 2007 and declaring an

emergency.

PUBLIC WORKS

DEVELOPMENT SERVICES

11. FINAL PLAT WITH ASSURANCES

P1205120 Estates at Old Spanish Trail Re-Plat
Lots 1-56 and Common Areas and B. District

12. NATURAL RESOURCES PARKS AND RECREATION

RESOLUTION NO. 2007 14 of the Board of

Supervisors of Pima County approving an

application for Local Regional and State Parks

Heritage Funds in the amount of $708855.00 for

the Dan Felix Memorial Park Improvements and

matching 2004 Bond Funds in the amount of

$708 856.00.

WAS TEWATER MANAGEMENT

13. REGIONAL OPTIMIZATION MASTER PLAN

Staff requests authorization to submit Regional

Optimization Master Plan to the Arizona Department
of Environmental Quality to fulfill our initial

obligation to present program for achieving
mandated treatment processes at our wastewater
treatment facilities.
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HEARINGS

FRANCHISE/LICENSE/PERMIT

LIQUOR LICENSE

14. 06598882 Michael James Hanson Soleil 3001 E.

Skyline Drive Tucson Series 12 Restaurant

License New License.

PUBLIC WORKS

DEVELOPMENT SERVICES

REZONINGS

15. Co9-05-30 STEWART TITLE AND TRUST NO. 1580

KINNEY ROAD REZONING

Request of Stewart Title and Trust No. 1580
represented by MMLA Psomas for rezoning of

approximately 143 acres from GR1 and 3.1 acres
from GR-1 Buffer Overlay Zone to CR-4

approximately 143 acres and approximately 3.1

acres to CR-4 Buffer Overlay Zone on property
located on the north side of Irvington Road and
the east and west sides of Kinney Road. The

proposed rezoning conforms to the Pima County
Comprehensive Plan Co70020. On motion the

Planning and Zoning Commission voted 52
Commissioners Smith and Membrila voted NAY
Commissioner Spediarian abstained and Commissioner

Gungle was absent to recommend DENIAL. Staff
recommends DENIAL. District

CLERKS NOTE Regular Agenda Item Nos. 16 and 17

should be considered together.

16 Co9-06-27 PBH II L.L.C. VALENCIA ROAD REZONING

Request of PBH II L.L.C. represented by Michael
Owen of American Pacific Engineering L.L.C. for

rezoning of approximately .9 acres from GR-1

Rural Residential to CB-2 General Business on

property located on the southeast corner of

Valencja Road and Camino de la Tierra. The
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proposed rezoning conforms to the Pima County
Comprehensive Plan Co7-00-20. On motion the

Planning and Zoning Commission voted 8-0
Commissioner Gungle was absent to recommend

APPROVAL WITH CONDITIONS. Staff recommends DENIAL.

District

MODIFICATION OF REZONING CONDITIONS

SUBSTANTIAL CHANGE

17. Co9-O0-30 ARAVAIPA PROPERTIES L.L.C. VALENCIA

ROAD REZONING

Request of PBH II L.L.C. represented by Michael

Owen of American Pacific Engineering L.L.C. for

modification substantial change of rezoning
condition nos. 11 and 12 for the above referenced

rezoning from GR-l Rural Residential to CB-l

Local Business for 3.0 acres and to CB-2
General Business for 12.0 acres. The subject
site was granted fiveyear time extension on

March 21 2006. The site is located on the south
side of Valencia Road approximately 1/4 mile west
of Cardinal Avenue. The proposed request conforms
to the Pima County Comprehensive Plan Co7-0020.
On motion the Planning and Zoning Commission
voted 80 Commissioner Gungle was absent to

recommend APPROVAL WITH CONDITIONS. Staff

recommends DENIAL. District

18. Co9-83-121 PIONEER NATIONAL NO. 11504 CAMINO DE

LA TIERRA REZONING

Request of Steve Laszlo David Thomas and Aida

Thomas for modification substantial change of

rezoning condition no. 14 which reads Use
restricted to day care center only. The applicant

proposes to modify the use to condominiums. The

subject property is approximately 1.4 acres was
rezoned from CR-4 Mixed Dwelling Type to TR

Transitional and is located on the west side of

Camino de la Tierra approximately 1/2 mile south
of Valencia Road. On motion the Planning and

Zoning Commission voted 80 Commissioner Gungle
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was absent to recommend APPROVAL WITH CONDITIONS.
Staff recommends APPROVAL WITH CONDITIONS.

District

ZONING CODE TEXT AMENDMENT

CLERKS NOTE Regular Agenda Item Nos. 19 and 20

should be considered together.

19 Co8-05-08 TRANSFER OF DEVELOPMENT RIGHTS TDR
An ordinance of the Board of Supervisors of Pima

County Arizona relating to zoning enacted

pursuant to A.R.S 11-821.03 adding Chapter 18.92

Transfer of Development Rights to add

procedures permitting the Transfer of Development

Rights from designated sending areas to designated
receiving areas and to add maps showing the

designated sending and receiving areas. On motion
the Planning and Zoning Commission voted 6i
Commissioner Membrila voted NAY Commissioner
Hirsch abstained and Commissioner Gungle was

absent to recommend APPROVAL WITH REVISIONS.
Staff recommends APPROVAL WITH REVISIONS. All
Districts

If approved pass and adopt

ORDINANCE NO. 2007

COMPREHENSIVE PLAN AMENDMENT

20 Co7-06-04 PIMA COUNTY TRANSFER OF DEVELOPMENT

RIGHTS REGIONAL COMPREHENSIVE PLAN POLICY PLAN

AMENDMENT

Request of Pima County to amend the Pima County
Comprehensive Plan Regional Rezoning and Special
Area Policies to add regional policy addressing
the Transfer of Development Rights TDR and to

add development standards to the Land Use

Intensity Legend for developments utilizing
transferred development rights. Transfer of

Development Rights is process by which

development rights from one or more sending

properties are affixed to one or more receiving

properties. On motion the Planning and Zoning
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Commission voted 62 Commissioners Hirsch and
Membrila voted NAY Commissioner Gungle was

absent to recommend APPROVAL. Staff recommends
APPROVAL. All Districts

21. CALL TO THE PUBLIC

22. ADJOUBNNT

POSTED Levels 1st and 5th Floors Pima County Administration

Building.

DATE POSTED 01/9/07

TIME POSTED 500 P.M.
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NOTES/ACTION

CONSENT CALENDAR JANUARY 16 2007

1. CONTRACTS AND AWARDS

A. COMMUNITY DEVELOPNT AND NEIGHBORHOOD

CONSERVAT ION

1. RESOLUTION NO. 2007 12 approving

an Intergovernmental Agreement with the

Three Points Fire District to provide
for the purchase and installation of

five fire hydrants in the Three Points

Area CDBG Fund contract amount not to

exceed $30000.00 0l70T1390891006

B. COUNTY ATTORNEY

2. Oversight Council of Driving to provide
for support staff overtime costs
associated with the processing of DUI

misdemeanor and felony cases State
Grant Fund contract amount $10080.00
revenue 020201391000107

C. PIMA HEALTH SYSTEM

3. AccentCare At Home Inc. d.b.a.

AccentCare Amendment No. to provide
homecare services and amend contractual

language PHCS Enterprise Fund contract

amount $500000.00 l115A1344380704

4. Kindred Nursing Centers West L.L.C.
d.b.a. Villa Campana Health Care Center
Amendment No. to provide nursing

facility services and amend contractual

language PHCS Enterprise Fund no cost

lS15K1370341005

5. Kindred Nursing Centers West L.L.C.
d.b.a. Desert Life Rehabilitation and

Care Center Amendment No. to provide

nursing facility services and amend
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contractual language PHCS Enterprise
Fund no cost 1815K1370361005

D. PROCUREMENT

6. Siemens Communication Inc. Amendment

No. to provide for the Siemens

telephone system products and

maintenance support services extend
contract term to 4/16/08 and amend

contractual language Various Department
Funds contract amount $200000.00 11-
14-S137967-0406 Information Technology

7. Statistical Research Inc. Amendment
No. to provide Pima County Justice

Court/Tucson City Court Complex

archaeological data recovery and amend

contractual language 2004 Bond Fund
contract amount $2728621.72 0773-S
1384790806 Public Works. Cultural

Resources and Historic Preservation

8. Greeley and Hansen Amendment No. to

provide for the Pima County Metropolitan
Wastewater Treatment System Capacity

Management Nutrient Removal Solids

Handling/Treatment and CIP Development
Study and amend contractual language
Wastewater Management Enterprise Fund
no cost 1603G1378540206 Wastewater

Management

Award

9. Award of Direct-Select Contract
Requisition No. 0702018 in an amount

not to exceed $460000.00 to RS

Engineering Inc. Headquarters Tucson
AZ to complete engineering services for

the Tanque Verde Road Catalina Highway
to Houghton Road Project. Because RS

Engineering previously prepared design
for 75% for this project the County
would lose significant portion of the

CC 11607



NOTES/ACTION

investment made in that design and incur

unnecessary delays if new firm were
contracted to complete the project.
Therefore it was determined under the

provisions of Board Policy D29.lB and
and A.R.S. 34103 that it would be

of significant benefit to Pima County to

directselect RS Engineering to complete
the work. Funding Source 1997 HURF
Bond and RTA Tax Revenue Funds.

Administering Department
Transportation.

E. SHERIFF

10. Yuma County Sheriffs Office Amendment
No. to provide for participation in

the H.I.D.T.A. XIII Program and extend
contract term to 6/30/07 no cost 01
llY1324221002

11. Maricopa County Sheriffs Office
Amendment No. to provide overtime
costs incurred during clandestine

methamphetamine lab cases and extend
contract term to 6/30/07 no cost 01
llM1360450305

12. Nogales Police Department Amendment
No. to provide for participation in

the H.I.D.T.A. XV Program and extend
contract term to 6/30/07 no cost 01
11N1363131004

F. WAS TEWATER MANAGEMENT

13. S.R.S.A. L.L.C. Amendment No. to

provide sewer facilities development

agreement for construction of sewage
treatment facility improvements at the
Corona de Tucson Wastewater Treatment

Facility and amend scope of work
Wastewater System Development Fund
contract amount $3000000.00 1403S
134 6900704
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WAS TEWATER MNAGENT

2. PUBLIC ANNOUNCEMENT

Pursuant to A.R.S. 49-391C public comment

period of 30 days must occur before any
Pretreatment Consent Decree or Negotiated
Settlement Agreement is made final. The Public

Information Enforcement File for the following
case will be made available for public review or

copies may be obtained for $.35 per page at the

Public Works Building Pima County Wastewater

Departments reception desk 201 North Stone 8th

Floor Tucson Arizona 85701. Comments will be

taken for the next thirty days and written

comments may be sent to Industrial Wastewater

Control 5025 W. Ina Road Tucson Arizona 85743.

If sufficient interest is expressed public
hearing may be held by the Board of Supervisors.
After the comment period the Board of Supervisors
will vote on acceptance of the following
Settlement Agreements

Emad Alwer d.b.a. Mediterranean Garden No.

2006-27. Proposed settlement amount is $1321.81.

3. RATIFY AND/OR APPROVE

Minutes November 21 2006

December 2006
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ADDENDUM BOARD OF SUPERVISORS MEETING

BOARD OF SUPERVISORS HEARING ROOM

130 W. CONGRESS 1ST FLOOR

JANUARY 16 2007 900 A.M.

BOARD OF SUPERVISORS SITTING IN REGULAR SESSION

1. BOARD OF SUPERVISORS

Assignment of Sidewinders Charity Game

Assignment of the June 12 2007 Sidewinders

Charity Baseball Game proceeds to benefit the

Tucson Conquistadors. District

2. COUNTY ADMINISTRATOR

CLEpJS NOTE This item should be heard in

conjunction with Regular Agenda Item No.

A. Rosemont Mine

RESOLUTION NO. 2007 15 of the Pima

County Board of Supervisors opposing the

proposed Rosemont Mine.

B. NonProfit Land Lease within the Master Plan

for the Brandi Fenton Memorial Park

Staff requests approval of the concept of

locating Native Seeds/SEARCH at the Brandi

Fenton Memorial Park and direction to staff
to develop long-term non-profit real

property lease between Pima County and Native

Seeds/SEARCH with the understanding that the

headquarters and gift shop will be
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constructed on the leased property within
reasonable time.

3. BOARDS COMMISSIONS AND COMMITTEES

A. Pima County Bond Advisory Committee

Appointment of Ted Prezeiski. Term

expiration 1/31/13. District

B. Corrections Officer Retirement Board

Reappointment of Leo Duffner Citizen. Term

expiration 12/31/11. Committee
recommendation

C. Public Safety Retirement Board

Reappointment of Sgt. Paul Leonardi Elected

Representative. Term expiration 12/31/11.

Committee recommendation

CLjS NOTE These items to should be heard

after 1045 a.m. after the final bid openings.

4. FINANCE AND RISK MANAGEMENT

A. RESOLUTION NO. 2007 16 providing for

the issuance and sale of $21000000.00
principal amount of Pima County Arizona
Street and Highway Revenue Bonds Series

2007 providing for the payment of the bonds
providing terms covenants and conditions

concerning the bonds accepting bid for the

purchase of the bonds appointing an initial

registrar and paying agent for the bonds and

declaring an emergency.

B. RESOLUTION NO. 2007 17 providing for

the issuance and sale of $50000000.00
aggregate principal amount of Pima County
Arizona Sewer Revenue Bonds Series 2007
providing for the payment of the bonds
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providing terms covenants and conditions

concerning the bonds accepting bid for the

purchase of the bonds authorizing and

directing the execution and delivery of

documents and further actions relating to the

issuance of the bonds appointing an initial

registrar and paying agent for the bonds and

declaring an emergency.

C. RESOLUTION NO. 2007 18 providing for

the issuance and sale of $95000000.00
principal amount of Pima County Arizona
General Obligation Bonds Series 2007
providing for the annual levy of tax for

the payment of the bonds providing terms
covenants and conditions concerning the

bonds accepting bid for the purchase of

the bonds appointing an initial registrar
and paying agent for the bonds and declaring
an emergency.

D. RESOLUTION NO. 2007 19 of the Board of

Supervisors of Pima County Arizona relating
to the acquisition construction improvement
and equipping certain real and personal
property of the County and the lease-purchase
financing of such property authorizing the
execution and delivery of ground leases
lease-purchase agreements and trust

agreements or amendments thereto and other

necessary agreements instruments and
documents approving the execution and

delivery of certificates of participation to

provide the necessary financing therefore
authorizing other actions and matters in

connection therewith and declaring an

emergency.

ADD 11607



NOTES/ACTION

PUBLIC WORKS

5. DEVELOPMENT SERVICES

Final Plat with Assurances

P1205135 Riverside Crossing III Lots 1122
Blocks 14 and Common Areas and D.

District

6. REAL PROPERTY

License for Right-of-Way Encroachment Amendment

License Amendment to current License Agreement for

Right-of-Way Encroachment with the Tucson Jewish

Community Center a.k.a. Tucson Jewish Community
Council Inc. to add two signs in the roundabout
traffic circles on Dodge Boulevard to identify the

entrance to the Tucson Jewish Community Center.

District

7. WASTEWATER MANAGEMENT

Contracts

A. SunWestern Contractors for Industry Inc.
Amendment No. to provide job order
contract for the Wastewater Plant
Construction Services and extend contract
term to 1/31/08 Wastewater Management
Enterprise Fund contract amount

$2500000.00 2603S1375990106

B. Quest Civil Constructors Inc. Amendment No.

to provide job order contract for the

Wastewater Plant Construction Services and
extend contract term to 1/31/08 Wastewater

Management Enterprise Fund contract amount

$2500000.00 2603Q1376030106
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HE.P.BINGS

PUBLIC WORKS DEVELOPNT SERVICES

UNFINISHED BUSINESS

RN 1/9/07

PLAT NOTE MODIFICATION

8. Co12-81-57 CANYON RANCH CASITAS UNITS THRU 56
COMMON AREA AND COMMON AREA SUBDIVISION PLAT

PLAT NOTE MODIFICATION LOT 31 AND COMMON AREA
BK. 34 PG. 91

Request of Merle Pinkwater Cahan Trust and Canyon
Ranch Casitas Homeowners Association represented

by Psomas for plat note modification to allow

an approximate 317 square foot portion of Common
Area common property between Lots 31 and 30
to be removed as common area and be incorporated
into Lot 31 which is under private ownership. Lot

31 is approximately 2720 square feet zoned CR-5
and is located on the west side of Flower Hill

Drive off of North Elm Ridge Circle
approximately 150 feet northwest of North Canyon
Ranch Drive and 1/3 mile south of East Rockcliff
Road. Staff recommends APPROVAL WITH CONDITION.

District

UNFINISHED BUSINESS

RM 1/9/07

9. R.EZONING ORDINANCE Unadvertised Hearing

ORDINANCE NO. 2007 Co9-05--17 Magee Road

Partnership Magee Road Rezoning. Owner Ducati

Development Group L.L.C. District

POSTED Levels 1st and 5th Floors Pima County Administration

Building.

DATE POSTED 01/11/07

TIME POSTED 1200 Noon
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TAX COMPLIANCE CERTIFICATE

OF ISSUER

Pertaining to

$21000000

PIMA COUNTY ARIZONA
STREET AND HIGHWAY USER BONDS SERIES 2007

Dated as of January 25 2007

Pima County Arizona the Issuer by its officer signing this Certificate certifies

represents and covenants as follows with respect to the captioned bonds the Issue being issued

pursuant to the provisions of Resolution adopted by the Board of Supervisors of the Issuer on

January 16 2007 the Resolution. All statements in this Certificate are of facts or as to events to

occur in the future reasonable expectations.

I. DEFINITIONS

1.10. Attachment A. The definitions and cross-references set forth in Attachment

apply to this Certificate and its Attachments. All capitalized terms relating to particular issue

such as Sale Proceeds relate to the Issue unless indicated otherwise. For example Sale

Proceeds refers to Sale Proceeds of the Issue unless indicated otherwise.

1.20. Special Definitions. In addition the following definitions apply to this Certificate

and its Attachments

Bond Fund means the portions of the Issuers Interest Fund and Redemption

Funds that are properly allocable to the Issue.

Bond Insurance means the policy of municipal bond insurance pertaining to the

Issue issued by the Bond Insurer.

Bond Insurer means Ambac Assurance Corporation.

Instructions means the Rebate Instructions attached hereto as Attachment A- 1.

Project means the costs incurred by the Issuer in connection with the acquisition

constructing and equipping of various street and highway improvements located within Pima

County Arizona pursuant to the authorization granted by the qualified electors of the Issuer voting

at bond election held on November 1997 and includes interest on the Issue for up to three years

from the Issuance Date or if later one year after the date the Project is placed in service all of

which are governmental purposes for purposes of the Code.

Underwriter means Prager Sealy Co. LLC.
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1.30. References. Reference to Section means section of the Code. Reference by

number only for example 2.10 means that numbered paragraph of this Certificate.

Reference to an Attachment means an attachment to this Certificate.

II. ISSUE DATA

2.10. Issuer. The Issuer is Governmental Unit.

2.20. Purpose of Issue. The Issue is being issued to provide funds to pay costs of

the Project and pay Issuance Costs.

2.30. Dates. The Sale Date is January 16 2007 and the Issuance Date is January 25
2007. The final maturity date of the Issue is July 2022.

2.40. Issue Price. The Issue Price is set forth in Attachment and is computed as

follows

Par amount $21000000.00

Net original issue premium discount 125276.50

Pre-Issuance Accrued Interest 60448.33

Issue Price $21.185.724.83

2.50. Sale Proceeds Net Proceeds and Net Sale Proceeds. The Sale Proceeds Net

Proceeds and Net Sale Proceeds are as follows

Issue Price $21185724.83

Pre-Issuance Accrued Interest 60.448.33

Sale Proceeds $21125276.50

Deposit to Reserve Fund 0.00

Net Proceeds $21125276.50

Minor Portion 100.000.00

Net Sale Proceeds $2 1.025.276.50

2.60. Disposition of Sale Proceeds and Pre-Issuance Accrued Interest. Pre-Issuance

Accrued Interest will be deposited in the Bond Fund. The Sale Proceeds will be applied as

follows

To pay costs of the Project and Issuance Costs $21000000.00

To pay Underwriters Discount1 123942.88

Deposit to Bond Fund 1333.62

Total Sale Proceeds $2 1.125.276.50

2.70. Higher Yielding Investments. Gross Proceeds will not be invested in Higher

Yielding Investments except for those Gross Proceeds identified in 3.10 3.20 and 3.30 but

Includes the $79400.00 paid by the Underwriter to the Bond Insurer for the premium on the Bond Insurance.

-2-
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only during the applicable Temporary Periods there described for those Gross Proceeds and

the Minor Portion to the extent provided in 3.70.

2.80. Single Issue. All of the obligations of the Issue were sold on the Sale Date

pursuant to the same plan of financing and are expected to be paid from substantially the same

source of funds. Accordingly all of the obligations of the Issue constitute single issue for

federal income tax purposes. No obligations other than those comprising the Issue have been or

will be sold less than 15 days before or after the Sale Date that are expected to be paid from

substantially the same source of funds as the Issue. Whether obligations are expected to be paid

from substantially the same source of funds is determined without regard to guarantees from

person who is not Related Party to the Issuer. Accordingly no obligations other than those

comprising the Issue are part of single issue with the Issue.

III. ARBITRAGE NONREBATE MATTERS

3.10. Use of Sale Proceeds and Pre-Issuance Accrued Interest Temporary Periods

Transferred Proceeds.

Pre-Issuance Accrued Interest and Premium. The aggregate amount

received as Pre-Issuance Accrued Interest will be deposited in the Bond Fund and together with

the investment earnings thereon will be used to pay Debt Service within one year from the

Issuance Date such period being the Temporary Period for those amounts.

Underwriters Discount and Bond Insurance. Sale Proceeds in the amount

of $123942.88 will be retained by the Underwriter from the Issue Price otherwise paid to the

Issuer to purchase the Issue as compensation for its services in marketing the Issue to the public.

The Underwriter will use portion of such Sale Proceeds in the amount of $79400.00 on the

Issuance Date to pay the premium for the Bond Insurance which constitutes Qualified

Guarantee. See 5.20 and Attachments and C.

Payment of Issuance Costs and Project Costs.

Sale Proceeds of the Issue in the amount of $21001333.62 will be

used to pay Issuance Costs and portion of the costs of the Project. Sale Proceeds in the

amount of $76100 will be used to pay Issuance Costs within 13 months from the

Issuance Date such period being the Temporary Period for that amount. The remainder

of $20925233.62 will be used for costs of the Project and may be used to acquire or hold

Higher Yielding Investments for period ending on the third anniversary of the Issuance

Date such period being the Temporary Period for such amount because the following

three tests are reasonably expected to be satisfied

At least 85% of the Net Sale Proceeds of the Issue will be

allocated to expenditures on the Project by the end of the Temporary Period for such

Net Sale Proceeds

Within months of the Issuance Date the Issuer will incur

substantial binding obligations to one or more third parties to expend at least 5% of

the Net Sale Proceeds on the Project and

-3-
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Completion of the Project and the allocation of the Net Sale

Proceeds to expenditures with respect to the Project will proceed with due diligence.

Any Sale Proceeds that remain unspent on the third anniversary of the Issuance Date which is the

expiration date of the Temporary Period for such Proceeds shall not be invested in Higher Yielding

Investments with respect to the Issue after that date except as part
of the Minor Portion. In

complying with the foregoing sentence the Issuer may take into account yield reduction

payments within the meaning of Regulations 1.148-5c timely paid to the United States.

Reimbursement Allocation is hereby made on this date in the

financial records of the Issuer kept with respect to the Issue showing that $1961675.18

of the Sale Proceeds have been returned to the fund or account of the Issuer from which

such amount was originally and temporarily advanced to finance Capital Expenditures

comprising portion of the Project paid before this date. Except for Capital Expenditures

that constitute Preliminary Expenditures none of the Capital Expenditures were paid

more than 60 days prior to the date on which the Issuer adopted or made declaration of

official intent with respect to such Capital Expenditure that satisfies Regulations 1.150-

2e copies attached as Attachment and no Reimbursement Allocation has been

made more than 18 months after the later of the date the Capital Expenditures relating

to such Reimbursement Allocation were paid or the date on which the property resulting

from such Capital Expenditures and comprising part of the Project was Placed in Service

or iithree years from the date the Capital Expenditures were paid.

3.20. Investment Proceeds. Any Investment Proceeds will be used to pay costs of the

Project and may be invested in Higher Yielding Investments during the Temporary Period

identified in 3.10C1 or if longer during the one year period from the date of receipt such

period being the Temporary Period for such Proceeds.

3.30. Bond Fund. Amounts deposited from time to time in the Bond Fund which is

Bona Fide Debt Service Fund will be used to pay Debt Service within 13 months after the

amounts are so deposited such period being the Temporary Period for such amounts.

3.40. No Other Replacement Fund or Assured Available Funds. The Issuer has not

established and does not expect to establish or use any sinking fund debt service fund

redemption fund reserve or replacement fund or similar fund or any other fund to pay Debt

Service other than the Bond Fund. Except for money referred to in 3.30 and Proceeds of

Refunding Issue if any no other money or Investment Property is or will be pledged as

collateral or used for the payment of Debt Service or for the reimbursement of any others who

may provide money to pay that Debt Service or is or will be restricted dedicated encumbered

or set aside in any way as to afford the holders of the Issue reasonable assurance of the

availability of such money or Investment Property to pay Debt Service.

3.50. No Overissuance. The Proceeds are not reasonably expected to exceed the

amount needed for the governmental purposes of the Issue as set forth in 2.20.

3.60. Other Uses of Proceeds Negated. Except as stated otherwise in this Certificate

none of the Proceeds will be used

-4-
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to pay principal of or interest on refund renew roll over retire or replace

any other obligations issued by or on behalf of the Issuer or any other Governmental Unit

to replace any Proceeds of another issue that were not expended on the

project for which such other issue was issued

to replace any money that was or will be used directly or indirectly to

acquire Higher Yielding Investments

to make loan to any person or other Governmental Unit

to pay any Working Capital Expenditures other than expenditures

identified in Regulations 1.148-6d3iiA and i. Issuance Costs Qualified

Administrative Costs reasonable charges for Qualified Guarantee or for Qualified Hedge

interest on the Issue for period commencing on the Issuance Date and ending on the date that is

the later of three years from such Issuance Date or one year after the date on which the project

financed or refinanced by the Issue is Placed in Service payments of the Rebate Amount and

costs other than those already described that do not exceed 5% of the Sale Proceeds and that are

directly related to Capital Expenditures financed principal or interest on an issue paid from

unexpected excess Sale Proceeds or Investment Proceeds principal or interest on an issue paid

from investment earnings on reserve or replacement fund that are deposited in Bona Fide

Debt Service Fund and expenditures for extraordinary nonrecurring items that are not

customarily payable from current revenues such as casualty losses or extraordinary legal

judgments in amounts in excess of reasonable insurance coverage or

to reimburse any expenditures made prior to the Issuance Date that do not

satisfy the requirements for Reimbursement Allocation.

No portion of the Issue is being issued solely for the purpose of investing Proceeds in Higher

Yielding Investments.

3.70. Minor Portion. The Minor Portion of $100000.00 may be invested in Higher

Yielding Investments.

3.80. No Other Replacement Proceeds. That portion of the Issue that is to be used to

finance Capital Expenditures has weighted average maturity that does not exceed 120% of the

weighted average reasonably expected economic life of the property resulting from such Capital

Expenditures.

IV. REBATE MATTERS

4.10. Issuer Obligation Regarding Rebate. In accordance with its covenants contained

in the Resolution the Issuer will calculate and make or cause to be calculated and made

payments of the Rebate Amount in the amounts and at the times and in the manner provided in

Section 148f and the Instructions with respect to Gross Proceeds to the extent not exempted

under Section 148f4 and the Instructions.

-5-
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4.20. No Avoidance of Rebate Amount. No amounts that are required to be paid to the

United States will be used to make any payment to party other than the United States through

transaction or series of transactions that reduces the amount earned on any Investment Property

or that results in smaller profit or larger loss on any Investment Property than would have

resulted in an arms length transaction in which the Yield on the Issue was not relevant to either

party to the transaction.

4.30. Exceptions.

Notwithstanding the foregoing the computations and payments of

amounts to the United States referred to in IV. need not be made to the extent that such failure

will not adversely affect the exclusion from gross income for federal income tax purposes of

interest on the Issue based on an Opinion of Bond Counsel.

The Issue is Construction Issue. The Issuer hereby elects to apply the 2-

year spending exception to the rebate requirement on the basis of actual facts instead of the

Issuers reasonable expectations.

V. OTHER TAX MATTERS

5.10. Not Private Activity Bonds or Pool Bonds. No obligation of the Issue will be

Private Activity Bond or pooled financing bond within the meaning of Section 149f based

on the following

Not more than 5% of the Proceeds if any directly or indirectly will be

used for Private Business Use and not more than 5% if any of the Debt Service directly or

indirectly will be derived from or secured by Private Security or Payments.

Less than 5% or $5000000 whichever is less of the Proceeds if any

will be used to make or finance loans to any Private Person or Governmental Unit other than the

Issuer.

The lesser of the Proceeds that are being or will be used for any Private

Business Use or the Proceeds with respect to which there are Private Security or Payments does

not exceed $15000000 and none of the Proceeds will be used with respect to an output

facility other than facility for the furnishing of water within the meaning of Section

141b4.

The Issuer does not intend to sell or otherwise dispose of the Project or

any portion thereof during the term of the Issue except for dispositions of property in the normal

course at the end of such propertys useful life to the Issuer. With respect to tangible personal

property if any that is part of the Project financed by the Issue the Issuer reasonably expects

that

Dispositions of such tangible personal property if any will be in

the ordinary course of an established governmental program

-6-
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The weighted average maturity of the bonds of the Issue financing

or refinancing such property treating the bonds of the Issue properly allocable to such

personal property as separate issue for this purpose will not be greater than 120% of

the reasonably expected actual use of such property for governmental purposes

The fair market value of such property on the date of disposition

will not be greater than 25% of its cost

The property will no longer be suitable for its governmental

purposes on the date of disposition and

The amounts received from any disposition of such property are

required to and will be deposited in the Issuers General Fund and commingled with

substantial tax or other governmental revenues and will be spent on governmental

programs within months from the date of such deposit and commingling.

5.20. qualified Guarantee. Based on the representations of the Underwriter and the

Bond Insurer attached hereto as Attachments and respectively the Bond Insurance is

qualified Guarantee and the premium therefor may be taken into account as additional interest

paid on the Issue. The Issuer reasonably expects that the present value of the premium for the

Bond Insurance will be less than the present value of the interest savings on the Issue as result

of the Bond Insurance for which purpose the present value is computed using the Yield taking

into account such premium for Bond Insurance as the discount rate.

5.30. Issue Not Federally Guaranteed. The Issue is not Federally Guaranteed.

5.40. Not Hedge Bonds. At least 85% of the Spendable Proceeds of the Issue will be

used to carry out the governmental purposes of the Issue within three years from the Issuance

Date. Not more than 50% if any of the Proceeds of the Issue will be invested in Nonpurpose

Investments having substantially guaranteed Yield for four years or more including but not

limited to any investment contract or fixed Yield investment having maturity of four years or

more. The reasonable expectations stated above were not and are not based on and do not take

into account any expectations or assumptions as to the occurrence of changes in market

interest rates or changes of federal tax law or regulations or rulings thereunder or any

prepayments of items other than items that are customarily prepaid.

5.50. Hedge Contracts. The Issuer has not entered into and does not reasonably expect

to enter into any Hedge with respect to the Issue or any portion thereof. The Issuer

acknowledges that entering into Hedge with respect to the Issue or any portion thereof may
change the Yield and that Bond Counsel should be contacted prior to entering into any Hedge

with respect to the Issue in order to determine whether payments/receipts pursuant to the Hedge

are to be taken into account in computing the Yield on the Issue.

5.60. Internal Revenue Service Information Return. Within the time and on the form

prescribed by the Internal Revenue Service under Section 149e the Issuer will file with the

Internal Revenue Service an Information Return setting forth the required information relating to

the Issue. The information reported on that Information Return will be true correct and

complete to the best of the knowledge and belief of the undersigned.

-7-
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5.70. Responsibility of Officer.

The officer signing this Certificate is one of the officers of the Issuer

responsible for issuing the Issue.

In making the representations in this Certificate the Issuer relies in part on

the representations of the Underwriter as set forth in the Underwriters Certificate attached

hereto as Attachment and the representations of the Bond Insurer in the Bond Insurers

Certificate attached hereto as Attachment C. To the best of the knowledge information and

belief of the undersigned all expectations stated in this Certificate and in Attachments and

are the expectations of the Issuer and are reasonable all facts stated are true and there are no

other existing facts estimates or circumstances that would or could materially change the

statements made in this Certificate or in Attachments or C. The certifications and

representations made in this Certificate and in Attachments and are intended to be relied

upon as certifications described in Treasury Regulations 1.148-2b. The Issuer acknowledges

that any change in the facts or expectations from those set forth in this Certificate or in

Attachments or may result in different requirements or change in status of the Issue or

interest thereon under the Code and that bond counsel should be contacted if such changes are to

occur or have occurred.

page to follow

-8-
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The date of this Certificate is January 25 2007.

PIMA COUNTY A1UZONA

By ___________________________
Thomas Burke

Finance and Risk Management Director
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Attachment

Definitions for Tax Compliance Certificate

The following terms as used in Attachment and in the Tax Compliance

Certificate to which it is attached and in the other Attachments to the Tax Compliance Certificate

have the following meanings unless therein otherwise defined or unless different meaning is

indicated by the context in which the term is used. Capitalized terms used within these definitions

that are not defined in Attachment have the meanings ascribed to them in the Tax Compliance

Certificate to which this Attachment is attached. The word Issue in lower case refers either to

the Issue or to another issue of obligations or portion thereof treated as separate issue for the

applicable purposes of Section 148 as the context requires. The word obligation or obligations

in lower case includes any obligation whether in the form of bonds notes certificates or any other

obligation that is bond within the meaning of Section 50a1. All capitalized terms used in

this Certificate include either the singular or the plural. All terms used in this Attachment or in

the Tax Compliance Certificate to which this Attachment is attached including terms specifically

defined shall be interpreted in manner consistent with Sections 103 and 141-150 and the

applicable Regulations thereunder except as otherwise specified. All references to Section unless

otherwise noted refer to the Code.

Advance Refunding Issue means any Refunding Issue that is not Cunent

Refunding Issue.

Advance Refunding Portion means that portion of Multipurpose Issue that

constitutes separate governmental purpose and that would be treated as an Advance Refunding

Issue if it had been issued as separate issue.

Available Construction Proceeds means an amount equal to the sum of

the Issue Price of an issue ii Investment Proceeds on that Issue Price iii earnings on any

reasonably required reserve or replacement fund allocable to the issue not funded from the Issue

Price and iv Investment Proceeds and earnings on ii and iii reduced by the portions if any

of the Issue Price of the issue attributable to Pre-Issuance Accrued Interest and earnings thereon

ii allocable to the underwriters discount iii used to pay other Issuance Costs of the issue and

iv deposited in reasonably required reserve or replacement fund allocable to the issue.

Available Construction Proceeds does not include Investment Proceeds or earnings on

reasonably required reserve or replacement fund allocable to the issue for any period after the earlier

of the close of the 2-year period that begins on the Issuance Date or the date the construction

of the project financed by the issue is substantially completed provided however that such

Investment Proceeds or earnings shall be excluded from Available Construction Proceeds if the

Issuer has timely elected such exclusion. If an issue is Multipurpose Issue that includes New

Money Portion that is Construction Issue this definition shall be applied by substituting New
Money Portion for issue each place the latter term appears. If an issue or the New Money

Portion of Multipurpose Issue as applicable is not Construction Issue and the Issuer makes the

bifurcation election under Regulations 1.148-7j1 and Section l48f4Cv to treat the issue
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or the New Money Portion as two separate issues consisting of the Construction Portion and the

Nonconstruction Portion this definition shall be applied by substituting Construction Portion for

issue each place the latter term appears.

Bifurcated Issue means New Money Issue or the New Money Portion of

Multipurpose Issue that the Issuer pursuant to Section 48f4Cv and Regulations 1.148-7j

has elected in its Tax Compliance Certificate to bifurcate into Construction Portion which

finances 100% of the Construction Expenditures and Nonconstruction Portion.

Bona Fide Debt Service Fund means fund including portion of or an account

in that fund or in the case of fund established for two or more issues the portion of that fund

properly allocable to an issue or combination of such funds accounts or portions that is used

primarily to achieve proper matching of revenues with Debt Service on an issue within each Bond

Year and that is depleted at least once each year except for reasonable carryover amount not to

exceed the greater of the earnings thereon for the immediately preceding Bond Year or one-twelfth

of the annual Debt Service on the issue for the immediately preceding Bond Year.

Bond Counsels Opinion or Opinion of Bond Counsel means an opinion or

opinions of nationally recognized bond counsel firm whose opinion is given with respect to the

Issue when issued or its successors or other nationally recognized bond counsel appointed by the

Issuer.

Bond Year means the annual period relevant to the application of Section 148f
to an issue except that the first and last Bond Years may be less than 12 months long. The last day

of Bond Year shall be the close of business on the day preceding the anniversary of the Issuance

Date of an issue unless the Issuer selects another date on which to end Bond Year in the manner

permitted by the Code.

Capital Expenditures means costs of type that are properly chargeable to

capital account or would be so chargeable with proper election under general federal income tax

principles including capitalized interest computed taking into account the Placed in Service date.

Code means the Internal Revenue Code of 1986 the Regulations whether

temporary or final under that Code or the statutory predecessor of that Code and any amendments

of or successor provisions to the foregoing and any official rulings announcements notices

procedures and judicial determinations regarding any of the foregoing all as and to the extent

applicable. Unless otherwise indicated reference to Section includes any applicable successor

section or provision and such applicable Regulations rulings announcements notices procedures

and determinations pertinent to that Section.

Commingled Fund means any fund or account of the Issuer that contains both

Gross Proceeds of an issue and amounts in excess of $25000 that are not Gross Proceeds of the

issue if the amounts in the fund or account are invested and accounted for collectively without

regard to the source of funds deposited in the fund or account.
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Conuningled Investment Proceeds means Investment Proceeds of an issue

other than Investment Proceeds held in Refunding Escrow that are deposited in Commingled

Fund with substantial tax or other revenues from governmental operations of the Issuer and that are

reasonably expected to be spent for governmental purposes within months from the date of

deposit in the Commingled Fund using any reasonable accounting assumptions.

Computational Base means the amount of Gross Proceeds the Issuer or Conduit

Borrower reasonably expects as of the date Guaranteed Investment Contract is required to be

deposited in that Guaranteed Investment Contract over its term.

Computation Date means each date on which the Rebate Amount for an issue is

required to be computed under Regulations 1.148-3e. In the case of Fixed Yield Issue the first

Computation Date shall not be later than five years after the Issuance Date of the issue. Subsequent

Computation Dates shall be not later than five years after the immediately preceding Computation

Date for which an installment payment of the Rebate Amount was paid. In the case of Variable

Yield Issue the first Computation Date shall be the last day of any Bond Year irrevocably selected

by the Issuer ending on or before the fifth anniversary of the Issuance Date of such issue and

subsequent Computation Dates shall be the last day of each Bond Year thereafter or each fifth Bond

Year thereafter whichever is irrevocably selected by the Issuer after the first date on which any

portion of the Rebate Amount is required to be paid to the United States. The final Computation

Date is the date an issue is retired.

Conduit Borrower means the obligor on purpose investment.

Conduit Financing Issue means an issue the Proceeds of which are reasonably

expected to be used to finance one or more Conduit Loans.

Conduit Loan means purpose investment acquired by the Issuer with Proceeds

of Conduit Financing Issue thereby effecting loan to the Conduit Borrower.

Construction Expenditures means Capital Expenditures allocable to the cost of

real property including the construction or making of improvements to real property but excluding

acquisitions of interests in land or other existing real property or constructed personal property

within the meaning of Regulations 1.148-7g.

Construction Issue means an issue at least 75% of the Available Construction

Proceeds of which are to be used for Construction Expenditures with respect to property that is or

upon completion will be owned by Governmental Unit or 501c3 Organization. If an issue is

Multipurpose Issue that includes New Money Portion this definition shall be applied by

substituting New Money Portion for Construction Issue each place the latter term appears. If an

election under Section 48f4Cv and Regulations 1.148-7j is made to bifurcate an issue or

the New Money Portion of Multipurpose Issue this definition shall be applied by substituting

Construction Portion for Construction Issue each place the latter term appears.

Construction Portion means that portion of an issue or the New Money Portion

of Multipurpose Issue at least 75% of the Available Construction Proceeds of which are to be used

for Construction Expenditures with respect to property that is or upon completion will be owned
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by Governmental Unit or 501c3 Organization and that finances 100% of the Construction

Expenditures.

Controlled Group means group of entities controlled directly or indirectly by

the same entity or group of entities within the meaning of Regulations 1.150-1e.

Current Refunding Issue means Refunding Issue that is issued not more than

90 days before the last expenditure of any Proceeds of the Refunding Issue for the payment of Debt

Service on the Refunded Bonds.

Current Refunding Portion means that portion of Multipurpose Issue that

constitutes separate governmental purpose and that would be treated as Current Refunding Issue

if it had been issued as separate issue.

Debt Service means principal of and interest and any redemption premium on an

issue.

Excess Gross Proceeds means all Gross Proceeds of an Advance Refunding

Issue that exceed an amount equal to 1% of the Sale Proceeds of such Advance Refunding Issue

other than Gross Proceeds allocable to payment of Debt Service on the Refunded Bonds

payment of Pre-Issuance Accrued Interest on the Advance Refunding Issue and interest on the

Advance Refunding Issue that accrues for period up to the completion date of any capital project

financed by the Prior Issue plus one year reasonably required reserve or replacement fund for

the Advance Refunding Issue or Investment Proceeds of such fund payment of Issuance Costs

of the Advance Refunding Issue payment of administrative costs allocable to repaying the

Refunded Bonds carrying and repaying the Advance Refunding Issue or investments of the

Advance Refunding Issue Transferred Proceeds allocable to expenditures for the governmental

purpose of the Prior Issue treating for this purpose all unspent Proceeds of the Prior Issue properly

allocable to the Refunded Bonds as of the Issuance Date of the Advance Refunding Issue as

Transferred Proceeds interest on purpose investments Replacement Proceeds in sinking

fund for the Advance Refunding Issue and fees for Qualified Guarantee for the Advance

Refunding Issue or the Prior Issue. If an Issue is Multipurpose Issue that includes an Advance

Refunding Portion this definition shall be applied by substituting Advance Refunding Portion for

Advance Refunding Issue each place the latter term appears.

Federally Guaranteed means that the payment of Debt Service on an issue

or the payment of principal or interest with respect to any loans made from the Proceeds of the

issue is directly or indirectly guaranteed in whole or in part by the United States or by an agency or

instrumentality of the United States within the meaning of Section 149b or more than 5% of

the Proceeds of an issue will be invested directly or indirectly in federally insured deposits or

accounts. The preceding sentence does not apply to Proceeds invested during an initial

Temporary Period until such Proceeds are needed to pay costs of the project investments of

Bona Fide Debt Service Fund direct purchases from the United States of obligations issued by

the United States Treasury or other investments permitted by Section 149b or Regulations

1.149b-i b.
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501c3 Organization means an organization described in Section 501c3
and exempt from tax under Section 501a.

Fixed Yield Issue means an issue of obligations the Yield on which is fixed and

determinable on the Issuance Date.

Future Value means the value of Payment or Receipt at the end of period

determined using the economic accrual method as the value of that Payment or Receipt when it is

paid or received or treated as paid or received plus interest assumed to be earned and compounded

over the period at rate equal to the Yield on the applicable issue using the same compounding

interval and financial conventions that were used to compute that Yield.

Guaranteed Investment Contract means any Nonpurpose Investment that has

specifically negotiated withdrawal or retirement provisions and specifically negotiated interest rate

and any agreement to supply investments on two or more future dates e.g. forward supply

contract.

Governmental Unit means state territory or possession of the United States

the District of Columbia or any political subdivision thereof referred to as State or local

governmental unit in Regulations 1.103-1a. Governmental Unit does not include the United

States or any agency or instrumentality of the United States.

Gross Proceeds means Proceeds and Replacement Proceeds of an issue.

Hedge means contract entered into by the Issuer or the Conduit Borrower

primarily to modify the Issuers or the Conduit Borrowers risk of interest rate changes with respect

to an obligation e.g an interest rate swap an interest rate cap futures contract forward contract

or an option.

Higher Yielding Investments means any Investment Property that produces

Yield that in the case of Investment Property allocable to Replacement Proceeds of an issue and

Investment Property in Refunding Escrow is more than one thousandth of one percentage point

.00001 higher than the Yield on the applicable issue and for all other purposes is more than

one-eighth of one percentage point .00 125 higher than the Yield on the issue.

Investment Proceeds means any amounts actually or constructively received

from investing Proceeds of an issue in Investment Property.

Investment Property means investment property within the meaning of Sections

148b2 and 148b3 including any security within the meaning of Section 165g2A or

any obligation any annuity contract and any other investment-type property including certain

residential rental property for family units as described in Section 148b2E in the case of any

bond other than Private Activity Bond. Investment Property includes Tax-Exempt Obligation

that is specified private activity bond as defined in Section 57a5C but does not include

other Tax-Exempt Obligations.
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Issuance Costs means costs to the extent incurred in connection with and

allocable to the issuance of an issue and includes underwriters compensation withheld from the

Issue Price counsel fees financial advisory fees rating agency fees trustee fees paying agent fees

bond registrar certification and authentication fees accounting fees printing costs for bonds and

offering documents public approval process costs engineering and feasibility study costs

guarantee fees other than for Qualified Guarantee and similar costs but does not include fees

charged by the Issuer.

Issuance Date means the date of physical delivery of an issue by the Issuer in

exchange for the purchase price of the issue.

Issue Price means in the circumstances applicable to an issue

Public Offering. In the case of obligations actually offered to the

general public in bona fide public offering at the initial offering price for each

maturity set forth in the certificate of the underwriter or placement agent attached

to the Tax Compliance Certificate of the Issuer the aggregate of the initial

offering price for each maturity including any Pre-Issuance Accrued Interest and

taking into account any original issue premium and original issue discount

which price is not more than the fair market value thereof as of the Sale Date and

at which initial offering price not less than 10% of the principal amount of each

maturity as of the Sale Date was sold or reasonably expected to be sold other

than to bond houses brokers or other intermediaries. In the case of publicly

offered obligations that are not described in the preceding sentence Issue Price

means the aggregate of the initial offering price to the public of each maturity set

forth in the certificate of the underwriter or placement agent attached to the Tax

Compliance Certificate of the Issuer at which initial offering price not less than

10% of the principal amount of each maturity was sold to the public.

Notwithstanding the foregoing in no event shall the Issue Price of an issue exceed

the fair market value of the issue as of the Sale Date thereof

Private Placement. In the case of obligations sold by private

placement the aggregate of the prices including any Pre-Issuance Accrued Interest

and original issue premium but excluding any original issue discount paid to the

Issuer by the first purchasers other than bond houses brokers or other

intermediaries. Notwithstanding the foregoing in no event shall the Issue Price of

an issue exceed the fair market value of the issue as of the Sale Date thereof.

Minor Portion means an amount equal to the lesser of $100000 or 5% of the

Sale Proceeds of an issue.

Multipurpose Issue means an issue the bonds of which are allocable to two or

more separate governmental purposes within the meaning of Regulations 1.148-9h.
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Net Proceeds means the Sale Proceeds of an issue less the portion thereof if any

deposited in reasonably required reserve or replacement fund for the issue.

Net Sale Proceeds means the Sale Proceeds of an issue less the portion

thereof if any deposited in reasonably required reserve or replacement fund for the issue and

the portion invested as part of Minor Portion for the issue.

New Money Issue means an issue that is not Refunding Issue.

New Money Portion means that portion of Multipurpose Issue other than the

Refunding Portion.

Nonconstruction Portion means that portion of New Money Issue or of the

New Money Portion other than the Construction Portion.

Nonpurpose Investments means any Investment Property that is acquired with

Gross Proceeds as an investment and not in cariying out any governmental purpose of an issue.

Nonpurpose Investments does not include any investment that is not regarded as investment

property or nonpurpose investment for the particular purposes of Section 148 such as certain

investments in U.S. Treasury obligations in the State and Local Government Series and certain

temporary investments but does include any other investment that is nonpurpose investment

within the applicable meaning of Section 148.

Paymentmeans payments actually or constructively made to acquire Nonpurpose

Investments as specified in Regulations l.148-3dli through v.

Placed in Service means the date on which based on all the facts and

circumstances facility has reached degree of completion that would permit its operation at

substantially its design level and the facility is in fact in operation at such level.

Pre-Issuance Accrued Interest means interest on an obligation that accrued for

period not greater than one year before its Issuance Date and that will be paid within one year after

such Issuance Date.

PreliminaryExpenditures means any Capital Expenditures that are preliminary

expenditures within the meaning of Regulations 1.150-202 i.e. architectural engineering

surveying soil testing reimbursement bond issuance and similar costs that are incurred prior to

commencement of acquisition construction or rehabilitation of project other than land

acquisition site preparation and similar costs incident to commencement of construction. The

aggregate amount of Preliminary Expenditures may not exceed 20% of the aggregate Issue Price of

the issue or issues that financed or are reasonably expected to finance the project for which such

Preliminary Expenditures are or were incurred.

Prior Issue means an issue of obligations all or portion of the Debt Service on

which is paid or provided for with Proceeds of Refunding Issue. The Prior Issue may be

Refunding Issue.

387667.1 A7



Private Activity Bond means obligations of an issue more than 10% of the

Proceeds of which directly or indirectly are or are to be used for Private Business Use and more

than 10% of the Debt Service on which directly or indirectly is or is to be paid from or secured by

payments with respect to property or secured by property used for Private Business Use or

obligations of an issue the Proceeds of which are or are to be used to make or finance loans to any

Private Person that in the aggregate exceed the lesser of 5% of such Proceeds or $5000000. In

the event of Unrelated or Disproportionate Use the tests in shall be applied by substituting 5%
for 10% each place the latter term is used.

Private Business Use means use directly or indirectly in trade or business

carried on by any Private Person other than use as member of and on the same basis as the

general public. Any activity carried on by Private Person other than natural person shall be

treated as trade or business. In the case of Qualified 501c3 Bond Private Business Use

excludes use by 501 c3 Organization that is not an unrelated trade or business activity by such

501 c3 Organization within the meaning of Section 513a.

Private Person means any natural person or any artificial person including

corporation partnership trust or other entity other than Governmental Unit. Private Person

includes the United States and any agency or instrumentality of the United States.

Private Security or Payments means any interest in property used or to be

used for Private Business Use or in payments in respect of such property that directly or

indirectly secures any payment of principal of or interest on an issue or ii payments whether or

not to the Issuer in respect of property or borrowed money used or to be used for Private

Business Use from which payments of principal of or interest on an issue are directly or indirectly

derived all as determined and measured in accordance with Treasury Regulations Section 1.14 1-4.

Proceeds means any Sale Proceeds Investment Proceeds and Transferred

Proceeds of an issue. Proceeds does not include Replacement Proceeds.

Qualified Administrative Costs means the reasonable direct administrative

costs other than carrying costs of purchasing or selling Nonpurpose Investments such as separately

stated brokerage or selling commissions. Qualified Administrative Costs do not include legal and

accounting fees recordkeeping custody and similar costs general overhead costs and similar

indirect costs of the Issuer such as employee salaries and office expenses and costs associated with

computing the Rebate Amount. In general Qualified Administrative Costs are not reasonable

unless they are comparable to administrative costs that would be charged for the same investment or

reasonably comparable investment if acquired with source of funds other than Gross Proceeds of

Tax-Exempt Obligations.

Qualified 501c3 Bonds means an issue of obligations that satisfies the

requirements of Section 145a.
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Qualified Guarantee means any guarantee of an obligation that constitutes

qualified guarantee within the meaning of Regulations 1.148-4f.

Qualified Hedge means Hedge that is qualified hedge within the meaning of

Regulations 1.1 48-4h2.

Reasonable Retainage means an amount with respect to an issue not to exceed

5% of the Net Sale Proceeds of the issue that is retained for reasonable business purposes relating

to the property financed with Proceeds of the issue. For example Reasonable Retainage may
include retention to ensure or promote compliance with construction contract in circumstances in

which the retained amount is not yet payable or in which the Issuer reasonably determines that

dispute exists regarding completion or payment.

Rebate Amount means the excess of the future value as of any date of all

receipts on Nonpurpose Investments acquired with Gross Proceeds of an issue over the future value

as of that date of all payments on those Nonpurpose Investments computed in accordance with

Section 148f and Regulations 1.148-3.

Rebate Analyst means an independent individual firm or entity experienced in

the computation of the Rebate Amount pursuant to Section 148f.

Receipt means amounts actually or constructively received from Nonpurpose

Investments as specified in Regulations 1.1 48-3d2i through iii.

Refunded Bonds means obligations of Prior Issue the Debt Service on which is

or is to be paid from Proceeds of Refunding Issue.

Refunding Bonds means obligations of Refunding Issue.

Refunding Issue means an issue the Proceeds of which are or are to be used to

pay Debt Service on Refunded Bonds and includes Issuance Costs Pre-Issuance Accrued Interest or

permitted capitalized interest reasonably required reserve or replacement fund and similarcosts of

the Refunding Issue.

Refunding Escrow means one or more funds established as part of single

transaction or series of related transactions containing Proceeds of Refunding Issue and any

other amounts to be used to pay Debt Service on Refunded Bonds of one or more issues.

Refunding Portion means that portion of Multipurpose Issue the Proceeds of

which are or are to be used to pay Debt Service on Refunded Bonds and includes Issuance Costs

Pre-Issuance Accrued Interest or permitted capitalized interest reasonably required reserve or

replacement fund and similar costs properly allocable to the Refunding Portion.

Regulations or Reg. means Treasury Regulations.

Reimbursement Allocation means an allocation of the Proceeds of an issue for

the reimbursement of Capital Expenditures paid prior to the Issuance Date of such issue that is
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evidenced on the books or records of the Issuer maintained with respect to the issue identifies

either actual prior Capital Expenditures or the fund or account from which the prior Capital

Expenditures were paid evidences the Issuers use of Proceeds of the issue to reimburse

Capital Expenditure for governmental purpose that was originally paid from source other than

the Proceeds of the issue and satisfies the following requirements except for Preliminary

Expenditures the Issuer adopted an official intent for the Capital Expenditure that satisfies

Regulations 1.150-2e prior to or within 60 days after payment of the Capital Expenditure and

ii the allocation in reimbursement of that Capital Expenditure occurs or will occur within 18

months after the later of the date the Capital Expenditure was paid or the date the project resulting

from such Capital Expenditure was Placed in Service or abandoned but in no event more than

years after the Capital Expenditure was paid.

Related Party means in reference to Governmental Unit or 501c3
Organization any member of the same Controlled Group and in reference to any person that is not

Governmental Unit or 501c3 Organization related person as defined in Section 144a3.

Replacement Proceeds means with respect to an issue amounts including any

investment income but excluding any Proceeds of any issue replaced by Proceeds of that issue

within the meaning of Section 148a2. Replacement Proceeds includes amounts other than

Proceeds held in sinking fund pledged fund or reserve or replacement fund for an issue.

Sale Date means with respect to an issue the first date on which there is

binding contract in writing with the Issuer for the sale and purchase of an issue or of respective

obligations of the issue if sold by the Issuer on different dates on specific terms that are not later

modified or adjusted in any material respect.

Sale Proceeds means that portion of the Issue Price actually or constructively

received by the Issuer upon the sale or other disposition of an issue including any underwriters

compensation withheld from the Issue Price but excluding Pre-Issuance Accrued Interest.

Spendable Proceeds means the Net Sale Proceeds of an issue.

Tax-Exempt Obligation means any obligation or issue of obligations including

bonds notes and lease obligations treated for federal income tax purposes as evidences of

indebtedness the interest on which is excluded from gross income for federal income tax purposes

within the meaning of Section 150 and includes any obligation or any investment treated as

tax-exempt bond for the applicable purpose of Section 148.

Tax-Exempt Organization means Governmental Unit or 501c3
Organization.

Temporary Period means the period of time as set forth in the Tax Compliance

Certificate applicable to particular categories of Proceeds of an issue during which such category of

Proceeds may be invested in Higher Yielding Investments without the issue being treated as

arbitrage bonds under Section 148.
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Transferred Proceeds means that portion of the Proceeds of an issue including

any Transferred Proceeds of that issue that remains unexpended at the time that any portion of the

principal of the Refunded Bonds of that issue is discharged with the Proceeds of Refunding Issue

and that thereupon becomes Proceeds of the Refunding Issue as provided in Regulations

1.148-9b. Transferred Proceeds does not include any Replacement Proceeds.

Unrelated or Disproportionate Use means Private Business Use that is not

related to or is disproportionate to use by Governmental Unit within the meaning of Section

141b3 and Regulations 1.141-9.

Variable Yield Issue means any Issue that is not Fixed Yield Issue.

Working Capital Expenditures means any costs of type that do not constitute

Capital Expenditures including current operating expenses.

Yield has the meaning assigned to it for purposes of Section 148 and means that

discount rate stated as an annual percentage that when used in computing the present worth of all

applicable unconditionally payable payments of Debt Service all payments for Qualified

Guarantee if any and payments and receipts with respect to Qualified Hedge if any as required

by the Regulations paid and to be paid with respect to an obligation paid and to be paid during and

attributable to the Yield Period in the case of Variable Yield Issue produces an amount equal to

the Issue Price in the case of Fixed Yield Issue or the present value of the Issue Price at the

commencement of the applicable Yield Period in the case of Variable Yield Issue or the

purchase price for yield purposes in the case of Investment Property all subject to the applicable

methods of computation provided for under Section 148 including variations from the foregoing.

The Yield on Investment Property in which Proceeds or Replacement Proceeds of an issue are

invested is computed on basis consistent with the computation of Yield on that issue including the

same compounding interval of not more than one year selected by the Issuer.

Yield Period means in the case of the first Yield Period the period that

commences on the Issuance Date and ends at the close of business on the first Computation Date

and in the case of each succeeding Yield Period the period that begins immediately after the end of

the immediately preceding Yield Period and ends at the close of business on the next succeeding

Computation Date.

The terms bond obligation reasonably required reserve or replacement fund

reserve or replacement fund loan sinking fund purpose investment same plan of

financing other replacement proceeds and other terms relating to Code provisions used but not

defined in this Certificate shall have the meanings given to them for purposes of Sections 103 and

141 to 150 unless the context indicates another meaning.

End of Attachment
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AYTACHMENT A-i

to

Tax Compliance Certificate of Issuer

Pertaining to

$21000000

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 2007

INSTRUCTIONS FOR COMPLIANCE WITH REBATE

REQUIREMENTS OF SECTION 148f OF THE CODE.

The Issuer covenanted in the operative documents i.e. Ordinance/Resolution/Trust

Indenture and Tax Compliance Certificate to comply with the arbitrage rebate requirement of

Section 148f of the Code. These Instructions provide guidance for that compliance including the

spending exceptions that free the Issue from all or part of the rebate requirements. Capitalized

terms that are not defined in these Rebate Instructions are defined in Attachment to the Tax

Compliance Certificate.

PART GENERAL

SECTION 1.01. REBATE GENERALLY.

The Rebate Amount with respect to the Issue must be paid rebated to the United

States to prevent the bonds of the Issue from being arbitrage bonds the interest on which is subject

to federal income tax. In general the Rebate Amount is the amount by which the actual earnings on

Nonpurpose Investments purchased or deemed to have been purchased with Gross Proceeds of the

Issue exceed the amount of earnings that would have been received if those Nonpurpose

Investments had Yield equal to the Yield on the Issue. Stated differently the Rebate Amount for

the Issue as of any date is the excess of the Future Value as of that date of all Receipts on

Nonpurpose Investments over the Future Value as of that date of all Payments on Nonpurpose

Investments computed using the Yield on the Issue as the Future Value rate.

If the Issue is Fixed Yield Issue the Yield on the Issue generally is the Yield to

maturity taking into account mandatory redemptions prior to maturity. If the Issue is Variable

Yield Issue the Yield on the Issue is computed separately for each Yield Period selected by the

Issuer.

The
scope

of these Instructions does not permit detailed description of the computation of the Rebate

Amount with respect to the Issue. If you need assistance in computing the Rebate Amount on the Issue or want

Squire Sanders Dempsey L.L.P. to do the computations please feel free to contact the Squire Sanders

Dempsey L.L.P. attorney with whom you normally consult to discuss engaging the Firm to provide such assistance.
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PART II EXCEPTIONS TO REBATE

SECTION 2.01. SPENDING EXCEPTIONS.

The rebate requirements with respect to the Issue are deemed to have been satisfied

if any one of three spending exceptions the 6-Month the 18-Month or the 2-Year Spending

Exception collectively the Spending Exceptions is satisfied. The Spending Exceptions are each

independent exceptions. The Issue need not meet the requirements of any other exception in order

to use any one of the three exceptions. For example Construction Issue may qualify for the

6-Month Spending Exception or the 18-Month Spending Exception even though the Issuer makes

one or more elections under the 2-Year Exception with respect to the Issue.

The following rules apply for purposes of all of the Spending Exceptions except as

otherwise noted.

Refunding Issues. The only spending exception available for Refunding Issue2 is

the 6-Month Spending Exception.

Special Transferred Proceeds Rules. In applying the Spending Exceptions to

Refunding Issue unspent Proceeds of the Prior Issue that become Transferred Proceeds of the

Refunding Issue are ignored. If the Prior Issue satisfies one of the rebate Spending Exceptions the

Proceeds of the Prior Issue that are excepted from rebate under that exception are not subject to

rebate either as Proceeds of the Prior Issue or as Transferred Proceeds of the Refunding Issue.

However if the Prior Issue does not satisfy any of the Spending Exceptions and is

not otherwise exempt from rebate the Transferred Proceeds from the Prior Issue will be subject to

rebate even if the Refunding Issue satisfies the 6-Month Spending Exception. The Rebate Amount

will be calculated on the Transferred Proceeds on the basis of the Yield of the Prior Issue up to each

transfer date and on the basis of the Yield of the Refunding Issue after each transfer date.

Application of Spending Exceptions to Multipurpose Issue. If the Issue is

Multipurpose Issue the Refunding Portion and the New Money Portion are treated for purposes of

the rebate Spending Exceptions as separate issues. Thus the Refunding Portion is eligible to use

only the 6-Month Spending Exception. The New Money Portion is eligible to use any of the three

Spending Exceptions.

Expenditures for Governmental Purposes of the Issue. Each of the spending

exceptions requires that expenditures of Gross Proceeds be for the governmental purposes of the

Issue. These purposes include payment of interest but principal on the Issue.

For purposes of these Instructions references to Refunding Issue include the Refunding Portion of

Multipurpose Issue.
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SECTION 2.02. 6-MONTH SPENDING EXCEPTION.

The Issue will be treated as satisfying the rebate requirements if all of the Gross

Proceeds of the Issue are allocated to expenditures for the governmental purposes of the Issue

within the 6-month period beginning on the Issuance Date and the Rebate Amount if any with

respect to earnings on amounts deposited in reasonably required reserve or replacement fund or

Bona Fide Debt Service Fund if and to the extent that such Fund is subject to rebate see footnote

is timely paid to the United States. If no bond of the Issue is Private Activity Bond other than

Qualified 501c3 Bond or tax or revenue anticipation bond the 6-month period is extended for

an additional months if the unexpended Gross Proceeds of the Issue at the end of the 6-month

period do not exceed 5% of the Proceeds of the Issue.

For purposes of the 6-Month Spending Exception Gross Proceeds required to be

spent within months do not include amounts in reasonably required reserve or replacement fund

for the Issue or in Bona Fide Debt Service Fund for the Issue.

SECTION 2.03. 18-MONTH SPENDING EXCEPTION.

The Issue or the New Money Portion if the Issue is Multipurpose Issue is treated

as satisfying the rebate requirement if the conditions set forth in and are satisfied.

All of the Gross Proceeds of the Issue excluding amounts in reasonably

required reserve or replacement fund for the Issue or in Bona Fide Debt Service Fund for the

Issue are allocated to expenditures for the governmental purposes of the Issue in accordance with

the following schedule measured from the Issuance Date

at least 15% within months

at least 60% within 12 months and

100% within 18 months subject to the Reasonable Retainage

exception described below.

The Rebate Amount if any with respect to earnings on amounts deposited

in reasonably required reserve or replacement fund or in Bona Fide Debt Service Fund for the

Issue to the extent such Fund is subject to rebate see footnote is timely paid to the United

States.

The Gross Proceeds of the Issue qualify for the initial 3-year Temporary

Period.

If the only unspent Gross Proceeds at the end of the 18th month are Reasonable

Retainage the requirement that 100% of the Gross Proceeds be spent by the end of the 18th month

is treated as met if the Reasonable Retainage and all earnings thereon are spent for the

governmental purposes of the Issue within 30 months of the Issuance Date.

For purposes of determining whether the spend-down requirements have been met

as of the end of each of the first two spending periods the amount of Investment Proceeds that the
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Issuer reasonably expects as of the Issuance Date to earn on the Sale Proceeds and Investment

Proceeds of the Issue during the 18-month period are included in Gross Proceeds of the Issue. The

final spend-down requirement includes actual Investment Proceeds for the entire 18 months.

The 18-Month Spending Exception does not apply to the Issue or the New Money

Portion as applicable if any portion of the Issue or New Money Portion is treated as meeting the

rebate requirement under the 2-Year Spending Exception discussed below. This rule prohibits use

of the 18-Month Spending Exception for the Nonconstruction Portion of Bifurcated Issue. The

only Spending Exception available for the Nonconstruction Portion of Bifurcated Issue is the

6-Month Spending Exception.

PART III COMPUTATION AND PAYMENT

SECTION 3.01. COMPUTATION AND PAYMENT OF REBATE AMOUNT.

If none of the Spending Exceptions described above is satisfied and if the 1-1/2%

penalty election for Construction Issue or the Construction Portion of Bifurcated Issue has not

been made then within 45 days after each Computation Date the Issuer shall compute or cause to

be computed the Rebate Amount as of such Computation Date. The first Computation Date is

date selected by the Issuer but shall be not later than years after the Issuance Date. Each

subsequent Computation Date shall end years after the previous Computation Date except that in

Variable Yield Issue the Issuer may select annual Yield Periods. The final Computation Date

shall be the date the last obligation of the Issue matures or is finally discharged.

Within 60 days after each Computation Date except the final Computation Date
the Issuer shall pay to the United States not less than 90% of the Rebate Amount if any computed

as of such Computation Date. Within 60 days after the final Computation Date the Issuer shall pay

to the United States 100% of the Rebate Amount if any computed as of the final Computation

Date. In computing the Rebate Amount computation credit of $1000 may be taken into account

on the last day of each Bond Year to the Computation Date during which there are unspent Gross

Proceeds that are subject to the rebate requirement and on the final maturity date.

If the operative documents pertaining to the Issue establish Rebate Fund and

require the computation of the Rebate Amount at the end of each Bond Year the Issuer shall

calculate or cause to be calculated within 45 days after the end of each Bond Year the Rebate

Amount taking into account the computation credit of $1000 for each Bond Year. Within 50 days

after the end of each Bond Year if the Rebate Amount is positive the Issuer shall deposit in the

Rebate Fund such amount as will cause the amount on deposit therein to equal the Rebate Amount

and may withdraw any amount on deposit in the Rebate Fund in excess of the Rebate Amount.

Payments of the Rebate Amount to the Internal Revenue Service on Computation Date shall be

made first from amounts on deposit in the Rebate Fund and second from other amounts specified in

the operative documents.

Each payment of the Rebate Amount or portion thereof shall be payable to the

Internal Revenue Service and shall be made to the Internal Revenue Service Center Ogden UT

84201 by certified mail. Each payment shall be accompanied by Internal Revenue Service Form

8038-T and any other form or forms required to be submitted with such remittance.

A-1-4

384690.2



SECTION 3.02. BOOKS AND RECORDS.

The Issuer or Trustee as applicable shall keep proper books of record and

accounts containing complete and correct entries of all transactions relating to the receipt

investment disbursement allocation and application of the Gross Proceeds of the Issue. Such

records shall specify the account or fund to which each Nonpurpose Investment or portion thereof

held by the Issuer or Trustee is to be allocated and shall set forth as to each Nonpurpose Investment

its purchase price identifying information including par amount interest rate and payments

dates the amount received at maturity or its sales price as the case may be including accrued

interest the amounts and dates of any payments made with respect thereto and the dates of

acquisition and disposition or maturity.

The Issuer Trustee or Rebate Analyst as applicable shall retain the records of all

calculations and payments of the Rebate Amount until six years after the retirement of the last

obligation that is part of the Issue.

SECTION 3.03. FAIR MARKET VALUE.

No Nonpurpose Investment shall be acquired for an amount in excess of its fair

market value. No Nonpurpose Investment shall be sold or otherwise disposed of for an amount less

than its fair market value.

The fair market value of any Nonpurpose Investment shall be the price at which

willing buyer would purchase the Nonpurpose Investment from willing seller in an arms-length

transaction. Fair market value generally is determined on the date on which contract to purchase

or sell the Nonpurpose Investment becomes binding the trade date rather than the settlement

date. Except as otherwise provided in this Section Nonpurpose Investment that is not of type

traded on an established securities market within the meaning of Section 1273 of the Code is

rebuttably presumed to be acquired or disposed of for price that is not equal to its fair market

value.

Obligations purchased directly from the Treasury. The fair market value of

United States Treasury obligation that is purchased directly from the United States Treasury is its

purchase price.

Safe harbor for Guaranteed Investment Contracts. The purchase price of

Guaranteed Investment Contract shall be treated as its fair market value on the purchase date if all

the following conditions are met

The Issuer or broker makes bona fide solicitation for specified

Guaranteed Investment Contract and receives at least three bona fide bids from reasonably

competitive providers of Guaranteed Investment Contracts that have no material financial

interest in the Issue.

The Issuer purchases the highest-yielding Guaranteed Investment

Contract for which qualifying bid is made determined net of brokers fees
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The Yield on the Guaranteed Investment Contract determined net of

brokers fees is not less than the Yield then available from the provider on reasonably

comparable Guaranteed Investment Contracts if any offered to other persons from source

of funds other than Gross Proceeds of Tax-Exempt Obligations

The determination of the terms of the Guaranteed Investment

Contract takes into account as significant factor the Issuers reasonably expected

drawdown schedule for the amounts to be invested exclusive of amounts deposited in

Bona Fide Debt Service Fund and reasonably required reserve or replacement fund

The terms of the Guaranteed Investment Contract including

collateral security requirements are reasonable and

The obligor on the Guaranteed Investment Contract certifies the

administrative costs that it is paying or expects to pay to third parties in connection with

the Guaranteed Investment Contract.

Safe harbor for certificates of deposit. The purchase price of certificate of

deposit shall be treated as its fair market value on the purchase date if all of the following

requirements are met

The certificate of deposit has fixed interest rate fixed payment

schedule and substantial penalty for early withdrawal and

The Yield on the certificate of deposit is not less than the Yield

on reasonably comparable direct obligations of the United States or the highest Yield

that is published or posted by the provider to be currently available from the provider on

reasonably comparable certificates of deposit offered to the public.

Certificates evidencing the foregoing requirements should be obtained before

purchasing any Guaranteed Investment Contract or certificate of deposit.

SECTION 3.04. CONSTRUCTIVE SALE/PURCHASE.

Nonpurpose Investments that are held by the Issuer or Trustee as of any

Computation Date or Bond Year if the computations are required to be done annually shall be

treated for purposes of computing the Rebate Amount as of such date as having been sold for their

fair market value as of such date. Investment Property which becomes allocated to Gross Proceeds

of the Issue on date after such Investment Property has actually been purchased shall be treated for

purposes of the rebate requirements as having been purchased by the Issuer on such date of

allocation at its fair market value on such date.

For purposes of constructive or deemed sales or purchases of Investment

Property other than Investment Property in the Escrow Fund or that is otherwise not invested for

Temporary Period or is not part of reasonably required reserve or replacement fund for the Issue

must be valued at its fair market value on the date of constructive or deemed sale or purchase.
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Except as set forth in fixed rate Investment Property that is issued

with not more than 2% of original issue discount or original issue premium issued with original

issue premium that is attributable exclusively to reasonable underwriters compensation or

acquired with not more than 2% of market discount or market premium may be treated as having

fair market value equal to its outstanding stated principal amount plus accrued interest. Fixed rate

Investment Property also may be treated as having fair market value equal to its present value.

SECTION 3.05. ADMINISTRATIVE COSTS.

Administrative costs shall not be taken into account in detennining the

payments for or receipts from Nonpurpose Investment unless such administrative costs are

Qualified Administrative Costs. Thus administrative costs or expenses paid directly or indirectly

to purchase carry sell or retire Nonpurpose Investments generally do not increase the Payments

for or reduce the Receipts from Nonpurpose Investments.

Qualified Administrative Costs are taken into account in determining the

Payments and Receipts on Nonpurpose Investments and thus increase the Payments for or decrease

the Receipts from Nonpurpose Investments. In the case of Guaranteed Investment Contract

brokers commission or similarfee paid on behalf of either the Issuer or the provider is Qualified

Administrative Cost to the extent that the amount of the fee treated as Qualified Administrative

Cost does not exceed the lesser of $32000 or such higher amount as determined and published

by the Internal Revenue Service as the cost-of-living adjustment for the calendar year in which

the Guaranteed Investment Contract is acquired and 0.2% of the Computational Base or ifmore

$3000 and the aggregate amount of brokers commissions or similar fees with respect to all

Guaranteed Investment Contracts and Nonpurpose Investments acquired for yield restricted

defeasance escrow purchased with Gross Proceeds of the Issue treated as Qualified Administrative

Costs does not exceed $85000 less the portion of such $85000 cap if any used in prior years with

respect to the Issue.

PART IV COMPLIANCE AND AMENDMENT

SECTION 4.01. COMPLIANCE.

The Issuer Trustee or Rebate Analyst as applicable shall take all necessary steps to

comply with the requirements of these Instructions in order to ensure that interest on the Issue is

excluded from gross income for federal income tax purposes under Section 103a of the Code.

However compliance shall not be required in the event and to the extent stated therein the Issuer

and the Trustee receive Bond Counsels Opinion that either compliance with such requirement

is not required to maintain the exclusion from gross income for federal income tax purposes of

interest on the Issue or compliance with some other requirement in lieu of such requirement

will comply with Section 148f of the Code in which case compliance with the other requirement

specified in the Bond Counsels Opinion shall constitute compliance with such requirement.

SECTION 4.02. LIABILITY.

If for any reason any requirement of these Instructions is not complied with the

Issuer and the Trustee if applicable shall take all necessary and desirable steps to correct such

noncompliance within reasonable period of time after such noncompliance is discovered or should
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have been discovered with the exercise of reasonable diligence. The Trustee shall have no duty or

responsibility to independently verify any of the Issuers or the Rebate Analysts calculations with

respect to the payments of the Rebate Amount due and owing to the United States. Under no

circumstances whatsoever shall the Trustee be liable to the Issuer any bondholder or any other

person for any inclusion of the interest on the Issue in gross income for federal income tax purposes

or any claims demands damages liabilities losses costs or expenses resulting therefrom or in any

way connected therewith so long as the Trustee acts only in accordance with these Instructions and

the operative documents pertaining to the Issue.

SQUIRE SANDERS DEMPSEY L.L.P.

January 25 2007
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Attachment

To Tax Compliance Certificate of

$21000000

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BONDS

SERIES 2007

Dated January 252007

UNDERWRITERS CERTIFICATE

Prager Sealy Co. LLC the Underwriter as underwriter for the Bonds identified

above the Issue issued by Pima County Arizona the Issuer based on its knowledge

regarding the sale of the Issue certifies as of this date as follows

1. Issue Price -- Section 148. All of the bonds of the Issue were actually offered to

the general public in bona fide public offering at the initial offering prices set forth on the cover

to the Official Statement the Initial Offering Price as applicable to respective maturities plus

any Pre-Issuance Accrued Interest which is not more than the fair market value of each maturity

as of January 16 2007 the Sale Date of the Issue and as of the Sale Date at least 10% in

principal amount of each maturity was sold or was reasonably expected to be sold other than to

bond houses brokers and other intermediaries at the Initial Offering Price plus any Pre-Issuance

Accrued Interest the Issue Price. The aggregate Issue Price of the Issue which includes

aggregate Pre-Issuance Accrued Interest of $60448.33 is $21185724.83.

2. Information Return. For purposes of the Information Return required by Section

149e of the Code to be filed in connection with the Issue

The Initial Offering Price of the entire Issue is $21125276.50.

The Yield on the Issue calculated in accordance with Section 148h of

the Code and Treasury Regulations 1.148-4 is 4.1435748%. That is the Yield that when used

in computing the present worth of all payments of principal and interest to be paid on the Issue

computed on the basis of 360 day year and semi-annual compounding produces an amount

equal to the aggregate Issue Price of the Issue as stated in paragraph less the premium paid to

Ambac Assurance Corporation for the Bond Insurance and computed with the adjustment stated

in paragraph 4.

The Underwriters discount or compensation is $123942.88 $79400.00

of which will be used to pay the premium for the Bond Insurance.

The CUSIP Number assigned to the final maturity of the Issue is

721882 CM8.

384479.4



3. Bond Insurance. The amount and time of payment of the premium for the Bond

Insurance insuring all of the obligations of the Issue are stated in the Issuers Tax Compliance

Certificate. Based on that information and the Underwriters knowledge and experience and as

to below based on an estimate by the Underwriter of the Yields at which such obligations

would have sold in the absence of the Bond Insurance

The premium paid for the Bond Insurance does not exceed reasonable

charge for the transfer of credit risk taking into account charges by bond insurers in similar

transactions with which the Underwriter is familiar.

The present value of the premium paid for the Bond Insurance is less than

the present value of the interest reasonably expected to be saved on the Issue as result of the

Bond Insurance for which purpose present value is computed by using the yield-to-maturity of

the Issue taking into account the premium paid for the Bond Insurance as the discount rate.

4. Premium Bonds. The bonds of the Issue maturing on July 2018 are the only

bonds of the Issue that are subject to optional redemption before maturity but not within five

years of the Issuance Date of the Issue and have an Initial Offering Price that exceeds their

stated redemption price at maturity by more than one-fourth of 1% multiplied by the product of

their stated redemption price at maturity and the number of complete years to their first optional

redemption date. Accordingly in computing the Yield on the Issue stated in paragraph such

bonds were treated pursuant to Treasury Regulations .148-4b3 as redeemed on their

optional redemption date that would result in the lowest Yield on the Issue.

5. No Stepped Coupon Bonds. No bond of the Issue bears interest at an increasing

interest rate.

All capitalized terms not defined in this Certificate have the meaning set forth in the

Issuers Tax Compliance Certificate or in Attachment to it.

page to follow
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The signer is an officer of the Underwriter and duly authorized to execute and deliver this

Certificate of the Underwriter. The Underwriter understands that the certifications contained in

this Certificate will be relied on by the Issuer in making certain of its representations in its Tax

Compliance Certificate and in completing and filing the Information Return for the Issue and by

Squire Sanders Dempsey L.L.P. as bond counsel in rendering certain of its legal opinions in

connection with the issuance of the Issue.

Dated January 25 2007 PRAGER SEALY CO. LLC

Byj/yViJ/4J

Title
Cl

384479.4



Attachment

CERTIFICATE OF BOND INSURER

In connection with the issuance of $21000000 in aggregate principal amount of

Pima County Arizona the Obligor Street and Highway Revenue Bonds Series 2007

dated January 2007 the Obligations Ambac Assurance Corporation Ambac is

issuing Financial Guaranty Insurance Policy the Insurance Policy guaranteeing the

payment of principal and interest when due on the Obligations all as more fully set out in

the Insurance Policy.

On behalf of Ambac the undersigned hereby certifies that

Ainbac
the Insurance Policy is an unconditional and recourse obligation of Ambac

enforceable by or on behalf of the holders of the Obligations to pay the scheduled

payments of interest and principal on the Obligations in the event of Nonpayment as

defined in the Insurance Policy

ii the insurance premium of $79400.00 was determined in arms length

negotiations in accordance with our standard procedures is required to be paid as

condition to the issuance of the Insurance Policy and represents reasonable charge for the

transfer of credit risk

iii no portion of such premium represents payment for any direct or indirect

services other than the transfer of credit risk including costs of underwriting or remarketing

the Obligations or the cost of insurance for casualty of Obligation financed property

iv we are not co-obligors on the Obligations and do not reasonably expect that

we will be called upon to make any payment under the Insurance Policy and

the Obligor is not entitled to refund of any portion of the premium for the

Insurance Policy in the event that the Obligations are retired prior to their stated maturity.

IN WiTNESS WHEREOF Ambac Assurance Corporation has caused this

certificate to be executed in its name on this 25th day of January 2007 by one of its

officers duly authorized as of such date.

AMBAC ASSURANCE CORPORATION

By__
Stephen Ksenak

First Vice President and

Assistant General Counsel



Attachment

DECLARATIONS OF OFFICIAL INTENT

copy of the Countys

Declarations of Official Intent

has been placed in the transcript copies

distributed to Pima County Arizona and Bond Counsel.
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$21000000

Pima County Arizona

Street and Highway Revenue Bonds

Series 2007

CERTIFICATE OF
REGISTRAR AND PAYING AGENT

U.S. Bank National Association the Bank as bond registrar and paying agent

pursuant to Bond Registrar Transfer Agent and Paying Agent Agreement dated as of

January 2007 the Bond Registrar and Paying Agent Agreement between Pima County

Arizona the County and the Bank entered into in connection with the $21000000 Pima

County Arizona Street and Highway Revenue Bonds Series 2007 the Bonds does hereby

accept the duties and obligations imposed upon it as Bond Registrar and Paying Agent pursuant

to the Bond Registrar and Paying Agent Agreement and does hereby certify as follows

1. The Bank is duly organized validly existing and in good standing under the laws

of the United States having full power and authority to exercise corporate trust powers in the

State of Arizona and to execute deliver and perform its obligations under the Bond Registrar and

Paying Agent Agreement.

2. The execution and delivery of the Bond Registrar and Paying Agent Agreement

and the due performance by the Bank of its obligations thereunder and the taking of any and all

other actions required on the part of the Bank to carry out give effect to and consummate the

transactions contemplated thereby have been duly authorized by all necessary corporate action

on the part of the Bank and to the best knowledge of the undersigned under present law do not

contravene any provision of any order decree writ or injunction known to the Bank or the

Banks Articles of Association or Bylaws or result in breach of or default under or require

consent under any material agreement indenture or other instrument to which the Bank is party

or by which it is bound

3. The Bank has taken all action necessary for the acceptance of and has duly

accepted the offices of Bond Registrar and Paying Agent pursuant to the Bond Registrar and

Paying Agent Agreement and will comply with the requirements of such agreement and in

accordance therewith will not take or omit to take any action which will in any way result in the

proceeds from the sale of the Bonds being applied in manner inconsistent with the Bond

Registrar and Paying Agent Agreement.

4. The representations of the Bank contained in the Bond Registrar and Paying

Agent Agreement are true and correct in all material respects as of the date hereof and the Bank

has complied with all agreements and satisfied all conditions on its part to be performed or

satisfied thereunder at or prior to the date hereof.

5. To the knowledge of the undersigned no litigation is pending or threatened

against the Bank before any judicial quasi-judicial or administrative forum restraining or

enjoining the execution or delivery of the Bonds or the application of the proceeds thereof
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contesting or affecting any authority for or the validity of the Bonds or contesting or

affecting the existence or corporate trust powers of the Bank or the Banks ability to perform and

fulfill its duties and obligations under the Bond Registrar and Paying Agent Agreement.

6. The Bond Registrar and Paying Agent Agreement was signed on behalf of the

Bank by the person named below and such person was at the time of the execution of such

agreement and is now the duly elected qualified and acting officer or other authorized

representative of the Bank duly authorized to execute the above-named documents and that the

signature appearing below is true and correct specimen of such persons genuine signature

Name Office Signature

Deborah M. Scherer Assistant Vice President

7. Pursuant to the Bond Registrar and Paying Agent

Certificate of the County dated the date hereof the Bonds were authenticated by an authorized

signatory of the Bank.

8. All blanks in each of the Bonds requiring completion by the Registrar have been

accurately completed and the Certificate of Authentication appearing on each of the Bonds has

been duly executed and dated the date of its authentication which is the date hereof by an

authorized officer or representative of the Registrar.

9. Attached hereto as Exhibit is true complete and correct copy of an Assistant

Secretarys Certificate of the Bank which clearly demonstrates the authority of the person named

in paragraph above to act on behalf of the Bank and said resolution or bylaw excerpt was in

effect on the date or dates said person or persons acted and remains in full force and effect on the

date hereof.

Dated January 25 2007

U.S. BANK NATIONAL ASSOCIATION

By____
Mary Ambriz- yes

Assistant Vice President
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bank.

U.S. BANK NATIONAL ASSOCIATION
ASSISTANT SECRETARY CERTIFICATE

Cara L. Seeley an Assistant Secretary of U.S. Bank National Association hereby certify that the

following is true and exact extract from the Bylaws of U.S. Bank National Association national

banking association organized under the laws of the United States.

ARTICLE VI.

CONVEYANCES CONTRACTS ETC.

All transfers and conveyances of real estate mortgages and transfers

endorsements or assignments of stock bonds notes debentures or other negotiable

instruments securities or personal property shall be signed by any elected or appointed

officer.

All checks drafts certificates of deposit and all funds of the Association held in

its own or in fiduciary capacity may be paid out by an order draft or check bearing the

manual or facsimile signature of any elected or appointed officer of the Association.

All mortgage satisfactions releases all types of loan agreements all routine

transactional documents of the Association and all other instruments not specifically

provided for whether to be executed in fiduciary capacity or otherwise may be signed

on behalf of the Association by any elected or appointed officer thereof.

The Secretary or any Assistant Secretary of the Association or other proper

officer may execute and certify that required action or authority has been given or has

taken place by resolution of the Board under this Bylaw without the necessity of further

action by the Board.

further certify that Robert L. Von Hess Vice President Deborah M. Scherer Assistant Vice President

and Mary J. Ambriz-Reyes Assistant Vice President are duly appointed and qualified officers of the

Association authorized to act under Article VT of the Bylaws of the Association and that such authority is

in full force and effect as of the date hereof and has not been modified amended or revoked.

IN WITNESS WHEREOF have set my hand this 14th day of August 2006.

No corporate seal

CiXc1e-
Cara L. Seeley Assint Secretary

/affidavit/sec-certs/VonHessSchererAmbriz-Reye.doc



$21000000

Pima County Arizona

Street and Highway Revenue Bonds

Series 2007

CERTIFICATE OF FINANCIAL CONSULTANT

The undersigned authorized representative of RBC Dam Rauscher Inc. doing business

under the name RBC Capital Markets as Financial Consultant to Pima County Arizona hereby

certifies in connection with the $21000000 Pima County Arizona Street and Highway
Revenue Bonds Series 2007 the Bonds that for purposes of completing Form 8038-G to be

filed with the Internal Revenue Service the yield on the Bonds is 4.1435748% the net interest

cost of the Bonds is 4.1109954% and the weighted average maturity of the Bonds is 10.077

years.

Dated January 25 2007

RBC DAIN RAUSCHER INC.

By
Nick Dodd

Vice President
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$21000000

Pima County Arizona

Street and Highway Revenue Bonds

Series 2007

CERTIFICATE AS TO SATISFACTION OF
DEBT SERVICE COVERAGE REQUIREMENT

The undersigned Finance and Risk Management Director of Pima County Arizona the

County acting for and on behalf of the County does hereby certify as follows with respect to

the issuance of the above-described Bonds the Bonds authorized by Resolution No. 1998-

101 adopted by the Board of Supervisors of the County on May 19 1998 the 1998 Bond

Resolution as supplemented by Resolution No. 2002-6 adopted by the Board of Supervisors of

the County on January 2002 the 2002 Resolution Resolution No. 2003-17 adopted by the

Board of Supervisors of the County on January 21 2003 the 2003 Resolution Resolution

No. 2005-99 adopted by the Board of Supervisors of the County on May 10 2005 the 2005

Resolution and Resolution No. 2007-16 adopted by the Board of Supervisors of the County

on January 16 2007 the 2007 Resolution

1. For the purpose of demonstrating compliance with the provisions of Section 11-

378 Arizona Revised Statutes fifty per cent 0% of the revenues received by the County from

highway user taxes including motor vehicle fuel taxes and all other taxes fees charges or other

monies returned to the County pursuant to Title 28 Chapter 18 Article and Section 42-1484

Arizona Revised Statutes in the year preceding this date exceeds the maximum principal and

interest requirements on the Bonds the Street and Highway Revenue Bonds Series 1998 the

1998 Bonds authorized by the 1998 Bond Resolution the Street and Highway Revenue

Bonds Series 2002 the 2002 Bonds authorized by the 2002 Resolution the Street and

Highway Revenue Bonds Series 2003 the 2003 Bonds authorized by the 2003 Resolution

and the Street and Highway Revenue Bonds Series 2005 the 2005 Bonds authorized by the

2005 Resolution.

2. For the purpose of demonstrating compliance with Section 13 of the 1998 Bond

Resolution the amount of Pledged Revenues as defined in the 1998 Bond Resolution

received by the County in the twelve 12 month period immediately preceding the date hereof

equals not less than two times the maximum annual debt service on the 1998 Bonds the 2002

Bonds the 2003 Bonds the 2005 Bonds and the Bonds all payments and deposits with

respect to the 1998 Bonds the 2002 Bonds the 2003 Bonds and the 2005 Bonds outstanding on

the date hereof are current and iii no obligation payable from the Pledged Revenues is in

default as to either principal or interest.

3. The undersigned is the duly-named designee of the chief administrative officer of

the County for purposes of delivering this certificate pursuant to Section 13 of the 1998 Bond

Resolution.

384498.2



Dated January 25 2007

PIMA COUNTY ARIZONA

By Thomk3L
Finance and Risk Management Director

384498.2



$21000000

Pima County Arizona

Street and Highway Revenue Bonds

Series 2007

COUNTY TREASURERS RECEIPT
FOR BOND PROCEEDS

the undersigned hereby certify that am the duly elected and acting Treasurer of Pima

County Arizona the County and that in connection with the sale and delivery of

$21000000 in aggregate principal amount of Pima County Arizona Street and Highway
Revenue Bonds Series 2007 the Bonds issued by the County pursuant to Resolution

No. 2007-16 passed adopted and approved by the Board of Supervisors of the County on

January 16 2007 the Resolution authorizing and providing for the issuance and ordering the

sale of the Bonds the County has received from Prager Sealy Co. LLC the Underwriter
the sum of $21061781.95 representing $20641781.95 received on the date hereof and

$420000.00 good faith deposit previously received representing the total purchase price of the

Bonds including accrued interest thereon to the date hereof in the amount of $60448.32.

do further certify that the proceeds from the sale of the Bonds have been apportioned

and applied in the following manner.

$60448.33 representing accrued interest on the Bonds has been deposited

in the Bond Fund established pursuant to the Resolution.

$21001333.62 representing the remaining proceeds from the sale of the

Bonds will be set aside in the account established by the Resolution for such proceeds of

the Bonds.

Dated January 25 2007

PIMA COUNTY ARIZONA

Beth Ford County Treasurer

By_________

384504.4



$21000000

Pima County Arizona

Street and Highway Revenue Bonds

Series 2007

PAYING AGENTS RECEIPT FOR
INSURANCE POLICY

U.S. Bank National Association the Bank in its capacity as paying agent pursuant to

that certain Bond Registrar Transfer Agent and Paying Agent Agreement dated as of January

2007 between the Bank and Pima County Arizona the County in connection with the

Countys issuance and sale of $21000000 in aggregate principal amount of its Street and

Highway Revenue Bonds Series 2007 hereby acknowledges receipt of Financial Guaranty

Insurance Policy No. 261 6OBE issued by Ambac Assurance Corporation.

Dated January 25 2007

U.S. BANK NATIONAL ASSOCIATION

384506.3



$21000000

Pima County Arizona

Street and Highway Revenue Bonds

Series 2007

UNDERWRITERS RECEIPT FOR BONDS

Receipt of the Pima County Arizona Street and Highway Revenue Bonds Series 2007

the Bonds in the aggregate principal amount of $21000000 is hereby acknowledged as of

the date hereof on behalf of the undersigned Prager Sealy Co. LLC as underwriter of the

Bonds.

The Bonds are dated January 2007 are in denominations of $5000 or integral

multiples thereof mature on July in the years 2009 through and including 2022 and bear

interest at the rates per annum from the date of the Bonds to the maturity of each Bond as

follows

Year

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

Par Amount

$750000

785000

830000

865000

1415000

1485000

1555000

1635000

1715000

1805000

1895000

1990000

2085000

2190000

Interest Rate

4.750%

4.750%

4.750%

4.750%

4.750%

4.750%

4.750%

4.750%

4.750%

4.750%

4.000%

4.125%

.250%

.250%

Dated January 25 2007

Prager Sealy Co. LLC

384510.3



SQUIRI Srs DEMPSEY LLP.

Two Renaissance Square

CiTh1 TID LEGAL 40 North Central Avenue Suite 2700

LL9It\L
COUNSEL Phoenix Arizona 85004-4498

IANDEPS WORLDWIDE Office 1.602.528.4000

Fax 1.602.253.8129

January 25 2007

Pima County Arizona

Tucson Arizona

Ladies and Gentlemen

We have examined the transcript of proceedings the Transcript relating to the

issuance by Pima County Arizona the County of its $21000000 aggregate principal amount

of bonds designated the Pima County Arizona Street and Highway Revenue Bonds Series 2007

the Bonds. The Bonds are issued pursuant to Title 11 Chapter Article 12 of the Arizona

Revised Statutes and under the provisions of an authorizing resolution adopted by the Board of

Supervisors of the County on January 16 2007 the Bond Resolution. The documents in the

Transcript include certified copy of the Bond Resolution. All capitalized terms not defined

herein shall have the meanings set forth in the Bond Resolution. We have also examined

conformed copy of Bond.

Based on this examination we are of the opinion that under existing law

1. The Bonds are valid legal and binding special obligations of the County which

together with other bonds issued on parity therewith and subject to bankruptcy laws and other

laws affecting creditors rights and to the exercise of judicial discretion are to be paid solely

from and secured by pledge of Pledged Revenues as defined in the Bond Resolution

consisting of revenues derived by the County from taxes fees charges and other monies

collected by the State of Arizona and returned to the County for street and highway purposes

pursuant to law. Such pledge is authorized by law. The Bonds and the payment of principal

thereof and interest thereon are not secured by an obligation or pledge of any moneys raised by
taxation other than the Pledged Revenues and the Bonds do not represent or constitute general

obligation or pledge of the full faith and credit of the County or the State of Arizona. The

County has pledged in the Bond Resolution to comply with any requirements imposed by law

for eligibility to receive its share of such funds.

2. The interest on the Bonds is excluded from gross income for federal income tax

purposes under Section 103 of the Internal Revenue Code of 1986 as amended the Code and

is not treated as an item of tax preference for purposes of the alternative minimum tax imposed

on individuals and corporations. The interest on the Bonds is exempt from Arizona state income

tax. We express no opinion as to any other tax consequences regarding the Bonds.

CINCINNATI CLEVELAND COLUMBUS HOUSTON Los ANGELES Mxn New Yoitx PALO ALTO PHoENIX Fitr.asco TALLAHASSEE TAMPA TYSONS CORNER

WASHINGTON DC WEST PALM BEACH CARACAS RIO DC JANEIRO Sro DOMINGO BRATISLVA BRUSSELS BUDAPEST FRANKFURT LONDON Mosow

PRA9J1ARSAW BEIJING HONG KONG SHANGHAI Too ASSOCIATED OFFICES BUCHAREST BUENOS AmEs DUBLIN Kyiv MILAN SANTIAGO

www.ssd.com



January 25 2007
SQUIRE Siirns Dtsx LLP.

Page

In giving the foregoing opinion with respect to the treatment of the interest on the Bonds

under the tax laws we have assumed and relied upon compliance with the covenants of the

County and the accuracy which we have not independently verified of the representations and

certifications of the County contained in the Transcript. The accuracy of those representations

and certifications and the Countys compliance with those covenants may be necessary for the

interest on the Bonds to be and to remain excluded from gross income for -federal income tax

purposes and for certain of the other tax effects stated above. Failure to comply with certain of

those covenants subsequent to issuance of the Bonds could cause the intereston the Bonds to be

included in gross income for federal income tax purposes retroactively to the date of issuance of

the Bonds.

Under the Code portion of the interest on the Bonds earned by corporations may be

subject to the federal corporate alternative minimum tax and the interest on the Bonds may be

subject to federal branch profits tax imposed on certain foreign corporations doing business in

the United States and to federal tax imposed on excess net passive income of certain

corporations.

Respectfully submitted

384512



SQUUtE SANDERS DEMPSEY LLP.

Two Renaissance Square

rM Hr LEGAL 40 North Central Avenue Suite 2700

COUNSEL Phoenix Arizona 85004-4498

SANJ1JEPS WORLDWIDE Office 1.602.528.4000

Fax 1.602.253.8129

January 25 2007

Ambac Assurance Corporation

New York New York

We have today delivered to you copy of our executed legal opinion as bond counsel

dated this date relating to the issuance of the Pima County Arizona Street and Highway

Revenue Bonds Series 2007 in the aggregate principal amount of $21000000.

Please consider this letter as our advice to you that you are entitled to rely upon that

opinion as issuer of the financial guaranty insurance policy relating to the Bonds.

Respectfully submitted

SjJtLLq

384520
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Anibac Assurance Corporation

One State Street Plaza

NewYorkNy 10004

212.6680340 Fax 212.509.9190

member
of the Ambac Financial Gernq Inc.

January 25 2007

Pima County RBC Dam Rauscher Inc.

130 West Congress 2398 East Camelback Road

Tucson AZ 85701 Phoenix AZ 85016

Prager Sealy Co. LLC Squire Sanders Dempsey L.L.P.

One Maritime Plaza 40 North Central Avenue

San Francisco CA 94111 Phoenix AZ 85004

U.S. Bank National Association

101 North First Avenue

Phoenix AZ 85003

Ladies and Gentlemen

This opinion has been requested of the undersigned First Vice President and an Assistant

General Counsel of Ambac Assurance Corporation Wisconsin stock insurance

corporation Ambac Assurance in connection with the issuance by Ambac Assurance of

certain Financial Guaranty Insurance Policy effective as of the date hereof the Policy
insuring $21000000 in aggregate principal amount of Pima County Arizona the

Obligor Street and Highway Revenue Bonds Series 2007 dated January 2007 the

Obligations.

In connection with my opinion herein have examined the Policy and such statutes

documents and proceedings as have considered necessary or appropriate under the

circumstances to render the following opinion including without limiting the generality of

the foregoing certain statements contained in the Official Statement of the Obligor dated

January 16 2007 relating to the Obligations the Official Statement under the headings

BOND INSURANCE and APPENDIX SPECIMEN FINANCIAL GURANTY
INSURANCE POLICY.

Based upon the foregoing and having regard to legal considerations deem relevant am

of the opinion that

1. Ambac Assurance is stock insurance corporation duly organized and validly

existing under the laws of the State of Wisconsin and duly qualified to conduct an

insurance business in the State of Arizona.

2. Ambac Assurance has full corporate power and authority to execute and deliver the

Policy and the Policy has been duly authorized executed and delivered by Ambac

Assurance and constitutes legal valid and binding obligation of Ambac

Assurance enforceable in accordance with its terms except to the extent that the

enforceability but not the validity of such obligation may be limited by any

applicable bankruptcy insolvency liquidation rehabilitation or other similar law

or enactment now or hereafter enacted affecting the enforcement of creditors

rights.



3. The execution and delivery by Ambac Assurance of the Policy will not and the

consummation of the transactions contemplated thereby and the satisfaction of the

terms thereof will not conflict with or result in breach of any of the terms

conditions or provisions of the Certificate of Authority Articles of Incorporation or

By-Laws of Ambac Assurance or any restriction contained in any contract

agreement or instrument to which Ambac Assurance is party or by which it is

bound or constitute default under any of the foregoing.

Ambac
4. Proceedings legally required for the issuance of the Policy have been taken by

Ambac Assurance and licenses orders consents or other authorizations or

approvals of any governmental boards or bodies legally required for the

enforceability of the Policy have been obtained any proceedings not taken and any

licenses authorizations or approvals not obtained are not material to the

enforceability of the Policy.

5. The statements contained in the Official Statement under the heading BOND
INSURANCE insofar as such statements constitute summaries of the matters

referred to therein accurately reflect and fairly present the information purported to

be shown and insofar as such statements describe Ambac Financial Group Inc.

the Company and Ambac Assurance fairly and accurately describe the

Company and Ambac Assurance.

6. The form of the Policy contained in the Official Statement under the heading

APPENDIX SPECIMEN FINANCIAL GUARANTY INSURANCE
POLICY is true and complete copy of the form of the Policy.

The opinions expressed herein are solely for your benefit and may not be relied upon by

any other
person.

Stephen M. Ksenak

First Vice President and

Assistant General Counsel



Number and street or P.O. box if mail is not delivered to street address Room/suite Report number

130 West Congress 10th Floor 02

City. town or post office state and ZIP code Date of issue

Tucson Arizona 85701 1/25/2007

Name of issue CUSIP number

Street and Highway Revenue Bonds Series 2007 721882 CM8

Name and title of officer or legal representative whom the IRS may call for more information 10
Telephone number of officer or legal representative

Thomas Burke Finance and Risk Management Director 520 740-3030

ITjJ.IJ Type of Issue check applicable boxes and enter the issue price See instructions and attach schedule

III Education _________________

LI Health and hospital ________________

1J Transportation _______________

LI Public safety _______________

LI Environment including sewage bonds ________________

LI Housing ________________

LI Utilities __________________

LI Other. Describe _______________
If obligations are TANs or RANs check box LI If obligations are BANs check box LI

If obligations are in the form of lease or installment sale check box LI

I11IlI Description of Obligations. Complete for the entire issue for which this form is being filed.

Final
maturity date Issue price

5tatdreerition
Yield

21 July 2022 $21125276.50 $21000000.00 10.077
years

4.1435748

ifliia Uses of Proceeds of Bond Issue including underwriters discount

22 Proceeds used for accrued interest 60448.33

23 Issue price of entire issue enter amount from line 21 column 23 21125276.50

24 Proceeds used for bond issuance costs including underwriters discount 1i. 44542.88

25 Proceeds used for credit enhancement 79400.00

26 Proceeds allocated to reasonably required reserve or replacement fund

27 Proceeds used to currently refund prior issues 27

28 Proceeds used to advance refund prior issues 28

29 Total add lines 24 through 28 L1- 123942.88

30 Nonrefunding proceeds of the issue subtract line 29 from line 23 and enter amount here. 30 21001333.62

IIIY1 Description of Refunded Bonds Complete this part only for refunding bonds.

31 Enter the remaining weighted average maturity of the bonds to be currently refunded N/A years

32 Enter the remaining weighted average maturity of the bonds to be advance refunded
N/A years

33 Enter the last date on which the refunded bonds will be called N/A

34 Enter the dates the refunded bonds were issued

I1IvAI Miscellaneous

35 N/A

136a1 N/A

L37a1 N/A

35 Enter the amount of the state volume cap allocated to the issue under section 141b5
36a Enter the amount of gross proceeds invested or to be invested in guaranteed investment contract see instructions

Enter the final maturity date of the guaranteed investment contract _______________________

37 Pooled linancings Proceeds of this issue that are to be used to make loans to other governmental units
-_--

If this issue is loan made from the proceeds of another tax-exempt issue check box LI and enter the name of the

issuer and the date of the issue ___________________________

38 If the issuer has designated the issue under section 265b3BillI small issuer exception check box LI

39 If the issuer has elected to pay penalty in lieu of arbitrage rebate check box LI

40 If the issuer has identified hedge check box LI

Under penalties of perjury declare that have examined this return and accompanying schedules and statements and to the best of my knowledge

and belief they are true. correc and complete.

1/25/2007 Thomas Burke Finance and Risk Mngt Director

Date

Form 8038-C Information Return for Tax-Exempt Governmental Obligations

Under Internal Revenue Code section 149e
Rev. November 2000 See separate Instructions.

Department of toe Treasury Caution lithe issue price is under 100000 use Form 8038-GC.
Internal Revenue Service

Issuers name

Pima County Arizona

Reporting Authority If Amended Return check here LI

0MB No. 1545-0720

Issuers employer identification number

86 6000543

11

12

13

14

15

16

17

18

19

20

11

12

13 21125276.50

14

15

16

17

Sign
Here

5ignt of issuers authorized representative Type or print name and title

For Paperwork Reduction Act Notice see page of the Instructions. cat. No. 637735 Form 8038-G Rev. 11-2000



SQUIRE SANDERS DE4psEy LL.P.

Squ1
SANDERS

LEGAL

Co SE

WORLDWJ DE

Two Renaissance Square

40 North Central Avenue Suite 2700

Phoenix Arizona 85004-4498

Office 1.602.528.4000

Fax 1.602.253.8129

January 25 2007

Direct 1.602.528.4031

tpickreIt ssd.com

Via Certified Mail

Internal Revenue Service Center

Ogden Utah 84201

Re Pima County Arizona

Street and Highway Revenue Bonds Series 2007

Ladies and Gentlemen

On behalf of Pima County Arizona

Tax-Exempt Governmental Obligations.

enclosed is Form 8038-G Information Return for

Sincerely

im2.Pichll
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TEPjer

Enclosure

Certified Number 7003 2260 0003 0952 4832

385779.I
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SQUIRE SANDERS DEMPSEY LLP.

AFFIDAVIT OF MAILING

STATE OF ARIZONA

ss

County of Mancopa

Timothy E. Pickrell being first duly sworn
upon my oath depose and say that

delivered to the United States Postal Service on the 25 day of January 2007 an envelope
containing Form 8038-G Information Return for Tax-Exempt Governmental Obligations with

respect to the Pima County Arizona 521000000 Street and Highway Revenue Bonds Series
2007 postage prepaid certified mail Certified Number 7003 2260 0003 0952 4832 addressed
as follows

Internal Revenue Service Center

Ogden Utah 84201

Timothy4 MD
SUBSCRIBED AND SWORN to before me this 25th day of January 2007.

çc
Pbc

My Commission Expires

00

3857T9.I



Report of Bond and Security Issuance

Pursuant to A.R.S. 35-501

This information is due to the Department of Revenue within 60 days of the issue.

IIl
Signature

Title address and phone number

Timothy E. Pickrell. Esq.

Bond Counsel

Squire Sanders Dempsey L.L.P.

40 North Central Avenue 2700
Phoenix Arizona 85004

602 528-4031

Trustee name address and phone number

U.S. Bank National Association

Bond Registrar and Paying Agent

Corporate Trust Services

101 North First Ave. Suite 1600

Phoenix Arizona 85003

602 257-5431

Political Subdivision Contact

Name address phone number

Pima County Finance Department

Pima County Arizona

130 West Congress 6th Floor

Tucson Arizona 85701

520 740-3030

Submit this form with attachments within 60 days of issuance to

Arizona Department of Revenue
Attention Econometrics Section

1600W Monroe
Phoenix AZ 85007

1. Jurisdiction Pima County Arizona

2. Issue name/title Street and Highway Revenue Bonds Series 2007

3. Dated Date January 2007 Closing Date January 25 2007 4. Par amount $21000000

5. Overall Interest rate TIC OR NIC 4.1428656% 6. Type of Bond or Security Revenue

7. Repayment sources street and highway user taxes and fees collected by the State of Arizona and returned to the County.

9. Total amount outstanding of senior

8. Total amount outstanding $147835000 or subordinate bonds $126835000
11. Total limitations Constitutional or Statutory

10. Original issue price on the type of bonds/securities issued N/A

a. Par Amount For general obligation Bonds

Principal Amount $21000000.00

a. Secondary net assessed value N/A

b. Original Issue Discount 599862.75

c. Premium Amount 725139.25 b. Debt limit percentage N/A

d. Original Issue Price $21125276.50 c. Total debt limit N/A

e. Underwriter Compensation

Discount 123942.88 12. Available debt limit N/A

f. Net Proceeds $21001333.62 13. Total amount authorized $350000000
15. If voter authorized

14. Remaining authorized amount $147800000 Election dates November 1997

16 19 Please attach sch dub providing detailea listing of Issue Costs the Debt Service Schedule
Form 038 and the Final tement. Please refer to Instructions on back of form.

i4
January 25 2007

Date

384525.5



ARIZONA DEPARTMENT OF REVENUE

Report of Bond and Security Issuance

Schedule

For each maturity date list either the Original Issue Discount or the Premium Amount. The total of these figures should

equal the amounts listed on lOb and bc on the form. In all cases bOa lOb lOc lOe lOf.

Name of Issue PIMA COUNTY ARIZONA STREET AND HIGHWAY REVENUE BONDS SERIES 2007

Par Amount $21000000 Date Closed January 25. 2007

Maturity Date
Pnncioal Amount

CouDn 1i Onoinal Issue Price 1Ic
2009 $750000 4.750% 3.680% $768495.00 18495.00

2010 785000 4.750 3.720 810810.80 25810.80

2011 830000 4.750 3.740 863930.40 33930.40

2012 865000 4.750 3.750 907134.15 42134.15

2013 1415000 4.750 3.780 77697.65

2014 1485000 4.750 3.810 89575.20

2015 1555000 4.750 3.840 101075.00

2018 1635000 4.750 3.900 108760.20

2017 1715000 4.750 3.950 116328.45

2018 1805000 4.750 4.020 1916332.40 111332.40

2019 1895000 4.000 4.160 1865741.20 29258.80
2020 1990000 4.125 4.240 1966677.20 23322.80
2021 2085000 3.250 4.420 1826689.35 258310.65
2022 2190000 3.250 4.44Q 1901029.50 288970.50

$21000000 $21125276.50 $125278.50

123942.88

$21001333.62

Total

lOe Underwriters Discount and/or

Placement Agent Fee If any

Of Net Proceeds as shown on
Issuance form

384525.5



ATFACHMENT TO
REPORT OF BOND AND SECURITY ISSUANCE

Name of Issue PIMA COUNTY ARIZONA STREET AND HIGHWAY REVENUE
BONDS SERIES 2007

COSTS OF ISSUANCE

Bond Counsel $15450.00

Financial Advisor 25000.00

Moodys Investors Service 9150.00

Standard Poors 15000.00

Bond Registrar/Paying Agent 1500.00

Printing of Official Statement 7500.00

Miscellaneous 2500.00

Total $76.100.00

384525.5



EXHIBIT

$21000000

PIMA COUNTY ARIZONA
Street Highway Revenue User Bonds

Series 2007

Principal and Interest Payments

Dated 1/1/2007 DelIvery 1/25/2007

Total Fiscal Year CUSIP
Date Principal Coupon Interest Debt Service Debt Service 721882

7/1/2007 S453362.50 $453362.50 S453362.50

1/1/2008 453362.50 453362.50

7/1/2008 453362.50 453362.50 906725.00

1/1/2009 453362.50 453362.50

7/1/2009 5750000.00 4.750% 453362.50 1203362.50 1656725.00 BY3
1/1/2010 435550.00 435550.00

7/1/2010 785000.00 4.750% 435550.00 1220550.00 1656100.00 BZO
1/1/2011 416906.25 416906.25

7/1/2011 830000.00 4.750% 416906.25 1246906.25 1663812.50 CA4
1/1/2012 397193.75 397193.75

7/1/2012 865000.00 4.750% 397193.75 1262193.75 1659387.50 CB2
1/1/2013 376650.00 376650.00

7/1/2013 1415000.00 4.750% 376650.00 1791650.00 2168300.00 CCO
1/1/2014 343043.75 343043.75

7/1/2014 1485000.00 4.750% 343043.75 1828043.75 2171087.50 CD8
1/1/2015 307775.00 307775.00

7/1/2015 1555000.00 4.750% 307775.00 1862775.00 2170550.00 CE6
1/1/2016 270843.75 270843.75

7/1/2016 1635000.00 4.750% 270843.75 1905843.75 2176687.50 CF3
1/1/2017 232012.50 232012.50

7/1/2017 1715000.00 4.750% 232012.50 1947012.50 2179025.00 CCII

1/1/2018 191281.25 191281.25

7/1/2018 1805000.00 4.750% 191281.25 1996281.25 2187562.50 CH9
1/1/2019 148412.50 148412.50

7/1/2019 1895000.00 4.000% 148412.50 2043412.50 2.191825.00 Cj5

1/1/2020 110512.50 110512.50

7/1/2020 1990000.00 4.125% 10512.50 2100512.50 2.21 .025.00 CK2
1/1/2021 69468.75 69468.75

7i1.2021 2.085.000.00 3.250% 69468.75 2154.468.75 2.223.937.50 CLO
112022 35587.50 35587.50

7/12022 2.190.000.00 3.250% 35.58750 2.225.587.50 2.261.175.00 CM8

Total S2 1.000.000.00 S8.937.287.50 S29.93 7.287.50 S29.93 7287.50

The bonds maturing on or after July I. 2013 are subject to redemption prior to maturity on or after July I. 2017 at Par.

Does not include accrued interest from I0l to I. 2507 in the amount ofS6O.448.33.

-Prepared By
RBC .pir ikreu

/I7/27



8038-G Information Return for Tax-Exempt Governmental Obligations
or

Under Internal Revenue Code section 149eRev. November 2000
see separate instructions.

Cepaitreri of re eas.iry
Caution If the issue price is under $100000. use Form 8038-CC

rerral Reerje Sep. Ce

_._ Reporting Authority

Issuers name

Pima County. Arizona

Number and Street or P.O. box if mail is not delivered to street address
130 West Congress 10th Floor

City. town or post office. state and ZIP code

Tucson Arizona 85701

If Amended Return check here

Issuers employer identification number
86 6000543

Roomsuite1
Report number

02

Date of issue

1/25/2007
Name of issue

CUSIP numberStreet and Highway Revenue Bonds Series 2007
721882 CM8

Name and title of officer or legal representative whom the IRS may call for more information io Teephone number of officer or legal representativeThomas Burke Finance and Risk Management Director
520 740-3030

iiiuii Type of Issue check applicable boxes and enter the issue price See instructions and attach schedule
11 Education

12 Health and hospital
L12

13 Transportation
21125276.50

14 Public safety

P415 Environment including sewage bonds
LiS

16
Housing

L1617 Utilities

L17
18 Other. Describe

.4819 If obligations are TANs or RANs check box If obligations are BANs check box20 If obl itions are in the form of lease or installment sale check box

Description of Obligations Complete for the entire issue for which this form is being filed.

Final
maturity date Issue

price rrrity Yield

21 July 2022 $21125276.50 $21000000.00 10.077 years 4.1435748iMrnvp 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
24 Proceeds used for bond issuance costs including underwriters discount _______________
25 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
29 Total add lines 24 through 28
30 Nonrefunding proceeds of 29 from line 23 and enter
I81T111 Description of

Enter the remaining weighted average maturity of the bonds to be currently refunded N/A
Enter the

remaining weighted average maturity of the bonds to be advance refunded N/A
Enter the last date on which the refunded bonds will be called N/AEnter the dates the refunded bonds were issued

scellaneousPart VI

35 Enter the amount of the state volume cap allocated to the issue under section 141b536a Enter the amount of gross proceeds invested or to be invested in guaranteed investment contract see instructions
Enter the final maturity date of the guaranteed investment contract _____________________

37 Pooled tinartcings Proceeds of this issue that are to be used to make loans to other governmental units
__________________If this issue is loan made from the proceeds of another tax-exempt issue check box and enter the name of theissuer

and the date of the issue
__________________________38 If the issuer has designated the Issue under section 265b3BlIl small issuer exception check box39 If the issuer has elected to pay penalty in lieu of arbitrage rebate check box

40 If the issuer has identified hedge check box

Under
penalties of

perjury declare that have examined this return and
accompanying schedules and statements and to the best 01 my knoMedqe

and belief
they are true. correc and complete.

Sign
Here

1/25/2007
Thomas Burke Finance and Risk Mngt Director

Sign 01 issuers authorized representative Date
Type or print name and title

For Paperwork Reduction Act Notice see page of the Instructions. Cat No 637135 Form 8038-G Rev 11-2000

MB No. 1S45-0720

Part Ill

22 60448.33

21125276.50

.LL4

.L25

31

32

33

34

21

N/A

N/A



OFFICIAL STATEMENT

NEW ISSUE BOOK-ENTRY-ONLY RATINGS See Ratings Herein

In the opinion of Squire. Sanders Dempsey LLP.. Bond Counsel under existing law assuming compliance with certain covenants and the

accuracy of certain representation interest on the Bonds is excluded from gross income for federal income tar purposes and is not an item oftax preference for purposes of the federal alternative minimum tin imposed on individuals and corporations and ii interest on the Bonds is

exempt from Arizona state income lax. Interest on the Bonds may be subject to certain federal taxes imposed only on certain corporations
including the corporate alternative minimum tar on portion of that interest. For more complete discussion of tar aspects ccc TAXEXEMPTION herein

$21000000
PIMA COUNTY ARIZONA

STREET AND HIGHWAY REVENUE BONDS
SERIES 2007

Dated January 12007
Due July Ias shown below

The Street and Highway Revenue Bonds Series 2007 the Bonds are being issued by Pima County Arizona the County in
accordance with applicable State of Arizona law. The Bonds are issued in the form of fully registered bonds in denominations of $5000 and
integral multiples thereof and will bear interest from the date of the Bonds to the date of maturity or prior redemption of each of the Bonds.
Interest on the Bonds is payable semiannually on each January and July each an Interest Payment Date commencing July 2007.
Interest will be paid on each Interest Payment Date by check mailed by the paying agent to each registered owner of the Bonds at the address
shown on the registration books the Bond Register at the close of business on the fifteenth day of the month preceding each Interest Payment
Date or if such day is Saturday Sunday or holiday on the next preceding business day or by wire transfer upon two days prior written request
delivered to the paying agent specifying wire transfer address in the continental United States by any registered owner owning an aggregate
principal amount of at least $1000000. Principal of the Bonds will be payable at the designated corporate trust office of U.S. Bank National
Association or any successor thereto as registrar and paying agent.

The Bonds are subject to redemption prior to their stated maturities as described herein.

The Bonds are being issued to make various street and highway improvements within the County and ii pay costs
relating to

the issuance of the Bonds. Principal of and interest on the Bonds is payable solely from taxes fees charges and other moneys collected by the
State of Arizona and returned to the County for street and highway purposes pursuant to Title 28 chapter 18 Article Arizona Revised Statutes
on parity with the outstanding street and highway revenue bonds of the County and any additional street and highway revenue bonds hereafter

issued as provided herein. See SECURITY AND SOURCES OF PAYMENT herein.

The Bonds do not constitute debt general obligation or pledge of the fufi faith and credit of the County nor I. the County
oblIgated to levy or collect any form of ad valorem taxes with reaped to the Bonds.

The County initially intends to utilize the book-entry-only system of The Depository Trust Company DTC although the County
and DTC each reserve the

right to discontinue that system at any time. Utilization of the book-entry-only system will affect the method and
timing of payment and the method of transfer of beneficial interests in the Bonds. So long as the book-entry-only system is in effect the County
will issue single fully-registered bond for each maturity registered in the name of Cede Co. as nominee of DTC and will make all payments
of principal and interest to Cede Co. DTC will be responsible for

distributing the principal and interest payments to its direct and indirect

participants which will in turn be responsible for distribution to the purchasers of beneficial interests in the Bonds pursuant to this offering the
Beneficial Owners. So long as the book-entry-only system is in effect and Cede Co. as nominee of DTC is the registered owner of the
Bonds all references herein to owners of the Bonds and provisions for consents by owners of the Bonds will refer to and be solicited from Cede

Co. and not the Beneficial Owners.

Payment of the principal of and interest on the Bonds when due will be insured by financial guaranty insurance policy to
be issued by Ambac Assurance Corporation simultaneously with the delivery of the Bonds.

Ambac
Maturity Schedule

Due Principal Interest Price or Due Principal Interest Price or
July Amount Rate Yield July Amount Rate Yield

2009 $750000 4.750% 3.680% 2016 $1635000 4.750% 3.900%
2010 785000 4.750% 3.720% 2017 1715000 4.750% 3.950%
2011 830000 4.750% 3.740% 2018 1805000 4.750% 4.020%
2012 865000 4.750% 3.750% 2019 1895.000 4.000% 4.160%
2013 1415000 4.750% 3.780. 2020 1990000 4.125% 4.240%
2014 1485000 4.750% 3.810% 2021 2085000 3.250% 4.420%
2015 1555000 4.750% 3.840% 2022 2190000 3.250% 4.4400/.

Yield to the July l2Ollparcail date.

Accrued Interest to be Added

This cover page contains only brief description of the Bonds and the
security therefor. It is not intended to be summary of material

information with respect to the Bonds. In%cstors are advised to read the entire Official Statement to obtain information essential to making an
informed investment decision.

The Bonds are offered when as and if issued by the County. andsubject to the
approving opinion of Squire Sanders Dempsey L.L.P..

Bond CounseL It Lx expected that the Bonds will be available for delivery through the facilities of DTC in

New Yor New Yor on or bout
January 25. 2007

January 16. 2007



SQUIRE SANDERS DEMPSEY LLP.

LEGALSquii
COUNSEL

SAN DEPS WORLDWIDE

Two Renaissance Square

40 North Central Avenue Suite 2700

Phoenix Ari7ona 85004-4498

Office 1.602.528.4000

Fax 1.602.253.8129

Direct 1.602.528.4031

tpickrell@ssd.com

Via Certified Mail

January 25 2007

Return Receipt Requested

Arizona Department of Revenue

Attention OERA 9th Floor

1600 W. Monroe

Phoenix AZ 85007

Re $21000000 Pima County Arizona

Street and Highway Revenue Bonds Series 2007

Ladies and Gentlemen

On behalf of Pima County Arizona enclosed is the Report of Bond and Security

Issuance Pursuant to A.R.S. 35-50 lB for the above-referenced financing.

TEPjer

Enclosure

Certified No. 7003 2260 0003 0952 4856

385867.1

Sincerely

CINCINNATI CLEVELAND CoLuIBuS HOUSTON Los ANGELES MIAMI Ntw YORK PALO An-o PHOENIX SAN FRANcISco

TAMPA TYSON5 CORNER WASHINGTON DC Rio DE JANEIRO BRATISLAVA BRUSSELS BUDAPEST LONDON MADRID MILAN

Moscow PRAGUE WARSAW BEIJING HONG KONG SHANGHAI TOKYO ASSOCIATED OFFICES BUCHAREST DUBLIN KYIV

Timothy

w%w.ssd.com



n.j

U.

rn

n.j

n.j

In

Signahte

8. Reculwid byFd Nen.j 0a1 Dulhty

JAN 29 2001

Ce$ud Mel Exp Mel

ROSmd 4istten ReC.tYor Metcttandlee

c.o.o.

Restricted Delvety Exfra

7003 2260 000309524856

PSFOnn3811 August2001 DmestkrRuttEnRendpt

LI

U.S. Postal ServicelU

CERTIFIED MAILIM RECEIPT
Domestic Mail Only No Insurance Coverage Pro
For delivery information visit our website at www.usps.corne

1.

Poetage

Cefled

Return Red apt Fee

Endorsemeu Requtred

PS Form 3800. Jure 2002 See Reveso Inst.ucttOos

SENDER COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY

Complete Items 12. and 3. Also complete
Item If Restricted Oellveiy is desired.

Print your name and address on the reverse

athmthecarxltoyou.
Attadi this card to the back of the maliplecs

àronthefrnntlfspacepenTllts.

Arimna Dept. of Revenue

M. OERA 9th floue

1600W. Monroe

Pboeni AZ 5007

Mb.Nwer



SQUIRE SANDERS DEMPSEY L.L.P.

STATE OF ARIZONA

County of Maricopa

ss

AFFIDAVIT OF MAILING

Timothy E. Pickrell being first duly sworn uon my oath depose and say that

delivered to the United States Postal Service on the 25 day of January 2007 an envelope

containing the Report of Bond and Security Issuance Pursuant to A.R.S. 35-501B with respect

to $21000000 Pima County Arizona Street and Highway Revenue Bonds Series 2007 postage

prepaid certified mail Certified Number 7003 2260 0003 0952 4856 return receipt requested

addressed as follows

Arizona Department of Revenue

Attention OERA 9th Floor

1600 W. Monroe

Phoenix AZ 85007

Timothy E.
PickrellJ

SUBSCRIBED AND SWORN to before me this 25th day of January 2007.

My Commission Expires %7J JEAN E. REYNOLDS
NOTARVPUBL$CARIZONA

PIMA CCuNTY
My Comm. Exres .Ag. 5. 2008

385867.1



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITORY TRUST COMPANY NEW YORK CORPORATION DTC TO THE
REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

Number

R-1

Interest Rate

4.750%

Registered Owner

Principal Amount

PIMA COUNTY ARIZONA the County
solely from the sources hereinafter desci

registered assigns as provided herein on the

set forth above and to pay from such

interest rate shown above.

Certain bonds of the

prior to maturity in

Interest is pa
will accrue from the

paid from the origii

360-day year of twel

and Thly of each year commencing July 2007 and

to which interest has been paid or if no interest has been

above. Interest will be computed on the basis of

Principal interest a.ny premium are payable in lawful money of the United States of

America. Interest will be paid by check payable to the order of and mailed by the Paying Agent

as herein defined to the registered owner at the address shown on the registration books

maintained by the Registrar as herein defined at the close of business on the record date as

explained herein or by wire transfer to any securities depository or upon two days prior written

request delivered to the Paying Agent specifying wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Maturity Date

July 2009

CEDE CO.

SEVEN HUNDRED FIFTY

BY3

hereby promises to pay
owner identified above or

above the principal amount

unpaid principal amount at the

is one are subject to call for redemption

herein.



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-2 $785000

Interest Rate Maturity Date Original Issue Date CUSIP

4.750% July 12010 January 2007 721880

Registered Owner CEDE CO.

Principal Amount SEVEN HUNDRED EIGHTY-FIVE THOUSAND LA

PIMA COUNTY ARIZONA the County for value recei romi pay

solely from the sources hereinafter described to the registered i. i. tifi ove or

registered assigns as provided herein on the maturity date he ipal amount

set forth above and to pay from such sources interest ri amount at the

interest rate shown above.

\1

Certain bonds of the issue of which this hone to call for redemption

prior to maturity in accordance with the

terrnt
herein

Interest is payable on January July commencing July 2007 and

will accrue from the most recent date Jerest has een paid or if no interest has been

paid from the original issue date Jrest will be computed on the basis of

360-day year of twelve 30-day ths.

Principal interest pr urn are payable in lawful money of the United States of

America. Interest will aid yable to the order of and mailed by the Paying Agent

as herein defined to th ster owner at the address shown on the registration books

maintained by the Registrar he defined at the close of business on the record date as

explained herein or by wire tra to any securities depository or upon two days prior written

request delivered to the Paying Agent specifying wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-3 $830000

Interest Rate

4.750%

Registered Owner

Interest is payable

will accrue from the

paid from the

360-day year of

Principal Lium are payable in lawful money of the United States of

America. Interest wil by check payable to the order of and mailed by the Paying Agent

as herein defined to registered owner at the address shown on the registration books

maintained by the Registrar as herein defined at the close of business on the record date as

explained herein or by wire transfer to any securities depository or upon two days prior written

request delivered to the Paying Agent specifying wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this

Principal Amount

Original Issue Date

January 12007
__________ Maturity Date

July 2011

CEDE CO.

EIGHT HUNDRED THIRTY THI

PIMA COUNTY ARIZONA the County for

solely from the sources hereinafter described to

registered assigns as provided herein on the

set forth above and to pay from such

interest rate shown above.

Certain bonds of the issue

prior to maturity in accordance

ses to pay
ified above or

principal amount

principal amount at the

are subject to call for redemption

of each year commencing July 2007 and

has been paid or if no interest has been

Interest will be computed on the basis of



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-4 $865000

Interest Rate Maturity Date Original Issue Date CUSIP

4.750% July 2012 January 2007 721882 CB2

Registered Owner CEDE CO.

Principal Amount EIGHT HUNDRED SIXTY-FIVE LLARS

PIMA COUNTY ARIZONA the Count aIjec ed. he promises to pay

solely from the sources hereinafter described. th
.. itstered ner identified above or

registered assigns as provided herein on mat
.. datet above the principal amount

set forth above and to pay from su tt aunpaid principal amount at the

interest rate shown above.

Certain bonds of the1Isue di
whichthibodd

is one are subject to call for redemption

prior to maturity in tdan with theterthjet forth herein.

Interest is ab1e oii Jiinuary1And July of each year commencing July 2007 and

will accrujeinsf recent difttlo which interest has been paid or if no interest has been

paid. frohe oiina1issuc.4fte set forth above. Interest will be computed on the basis of

3Jl months.

IrinqirJnterestand any premium are payable in lawful money of the United States of

AifT lrwill be paid by check payable to the order of and mailed by the Paying Agent

as bç1fined to the registered owner at the address shown on the registration books

maintiby the Registrar as herein defined at the close of business on the record date as

explained herein or by wire transfer to any securities depository or upon two days prior written

request delivered to the Paying Agent specifying wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-5 $1415000

Interest Rate Maturity Date Original Issue Date CUSIP

4.750% July 12013 January 12007 721882 CCO

Registered Owner CEDE CO.

Principal Amount ONE MILLION FOUR HUNDRED FIF DOLLARS

PIMA COUNTY ARIZONA the County for va Tec9ji. promises to pay

solely from the sources hereinafter described to th own entified above or

registered assigns as provided herein on the maturity da
fitta

the principal amount

set forth above and to pay from such sources.$est principal amount at the

interest rate shown above.

Certain bonds of the issue ofiiclthis ioi1diQne are subject to call for redemption

prior to maturity in accordance with the terms setfiØiŁin.

Interest is payable oJhnuary and JuI$ of each year commencing July 2007 and

will accrue from the most rent date to höIiffterest has been paid or if no interest has been

paid from the origiue date set for above. Interest will be computed on the basis of

360-day year of twe 30-dy

PnnpI1nterest and any premium are payable in lawful money of the United States of

America. ercs llb id by check payable to the order of and mailed by the Paying Agent

as herein registered owner at the address shown on the registration books

maintained by trar as herein defined at the close of business on the record date as

explained herein wire transfer to any securities depository or upon two days prior written

request delivered to the Paying Agent specifying wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-6 $1485000

Interest Rate Maturity Date Original Issue Date CUSIP

4.750% July 12014 January 12007 721882 CD8

Registered Owner CEDE CO.

Principal AmoUnt ONE MILLION FOUR HUNDRED EI

DOLLARS

PIMA COUNTY ARIZONA the County promises to pay
solely from the sources hereinafter described to identified above or

registered assigns as provided herein on the the principal amount

set forth above and to pay from such principal amount at the

interest rate shown above.

Certain bonds of the issue ot w1ih

prior to maturity in
accordanwith.

the terms set

Interest is payabn January and Jjjy of each year commencing July 2007 and

will accrue from
thqstrecent date to wIk interest has been paid or if no interest has been

paid from the date seyrth above Interest will be computed on the basis of

360-day year of clv 9-da

Thcij1 inerst and any premium are payable in lawful money of the United States of

paid by check payable to the order of and mailed by the Paying Agent

as hereifined fhe registered owner at the address shown on the registration books

maintained egistrar as herein defined at the close of business on the record date as

explained here by wire transfer to any securities depository or upon two days prior written

request delivered to the Paying Agent speciting wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this

AND



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE

NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR

VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE

REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-7 $1555000

Interest Rate Maturity Date Original Issue Date CUSIP

4.750% July 2015 January 2007 721882 CE6

Registered Owner CEDE CO.

Principal Amount ONE MILLION FIVE HUNDRED FIFTY-FITHOUSAND
DOLLARS

PIMA COUNTY ARIZONA the County for yffie received ftŒrebypromises to pay

solely from the sources hereinafter described to th
regisered

owner identified above or

registered assigns as provided herein on the maturty date sçt forth abcwe the principal amount

set forth above and to pay from such sources irifeitst on. the unpaid principal amount at the

interest rate shown above

Certain bonds of the issue of w1ch thI bond is on are subject to call for redemption

prior to maturity in accordance with theterms. set forth heein.

Interest is payable on January and JulyL of each year commencing July 2007 and

will accrue from the mostrØcent date to which interest has been paid or if no interest has been

paid from the original issi.ie date set forth above Interest will be computed on the basis of

360-day year oftwelve30-daynionths

Princip1mnter an itmium are payable in lawful money of the United States of

America Intert r3flbe paidcheck payable to the order of and mailed by the Paying Agent

as hers nedo the registered owner at the address shown on the registration books

maintaid by1Rtrar as herein defined at the close of business on the record date as

explaineern oy wire transfer to any securities depository or upon two days prior written

request delivered the Paying Agent specifying wire transfer address in the continental United

States to anered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-8 $1635000

Interest Rate Maturity Date Original Issue Date CUSIP
4.750% July 12016 January 12007 721882 CF3

Registered Owner CEDE CO.

Principal Amount ONE MILLION SIX HUNDRED JSAND
DOLLARS

__
PIMA COUNTY ARIZONA the Counttr \alifØ recej hereby promises to pay

solely from the sources hereinafter descrjd. tathe reerowner identified above or

registered assigns as provided herein on above the pnncipal amount

set forth above and to pay from suchburcØs iitrthe unpaid principal amount at the

interest rate shown above.

Certain bonds of th issue of which ttond is one are subject to call for redemption

pnor to matunty in

ac4tice
%itb the

te
set forth herein

Interest is alk ouianuai July of each year commencing July 2007 and

will accrue frçºostcent d4 to which interest has been paid or if no interest has been

paid from tIrigin iss et forth above. Interest will be computed on the basis of

360-da 30-da onths.

pn stand any premium are payable in lawful money of the United States of

Amen tere wi be paid by check payable to the order of and mailed by the Paying Agent

as herein eti to the registered owner at the address shown on the registration books

maintaine Registrar as herein defined at the close of business on the record date as

explained herein or by wire transfer to any securities depository or upon two days prior written

request delivered to the Paying Agent specifying wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-9 $1715000

Interest Rate Maturity Date Original Issue Date CUSIP

4.750% July 12017 January 12007 721882 CG1

Registered Owner CEDE CO.

Principal Amount ONE MILLION SEVEN HUNDRED FIFT ND DOLLARS

PIMA COUNTY ARIZONA the County for rece eby promises to pay
solely from the sources hereinafter described to th ter owne entifled above or

registered assigns as provided herein on the maturity se ab the principal amount

set forth above and to pay from such sources intere he principal amount at the

Interest rate shown above.

Certain bonds of the issue of which bo subject to call for redemption

prior to maturity in accordance with th set in.

Interest is payable on Jan ary and Jul ch year commencing July 2007 and

will accrue from the most rece ate hich est has been paid or if no interest has been

paid from the original issu te se Interest will be computed on the basis of

360-day year of twelve 30-da

Principal in an are payable in lawful money of the United States of

America. Interest wi by ch payable to the order of and mailed by the Paying Agent

as herein de registered owner at the address shown on the registration books

maintained the tra herein defined at the close of business on the record date as

explained her tr sfer to any securities depository or upon two days prior written

request delivered to the ng Agent specifying wire transfer address in the continental United

States to any regis wner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-l0 $1805000

Interest Rate Maturity Date Original Issue Date CUSIP

4.750% July 2018 January 2007 721882 CH9

Registered Owner CEDE CO.

Principal Amount ONE MILLION EIGHT HUNDRED DOLLARS

PIMA COUNTY ARIZONA the County for ue re ve ereby promises to pay
solely from the sources hereinafter described to own identified above or

registered assigns as provided herein on the maturit orth ye the principal amount

set forth above and to pay from such source inter th id principal amount at the

interest rate shown above.

Certain bonds of the issue of which is are subject to call for redemption

prior to maturity in accordance with em.

Interest is payable on and Ju each year commencing July 2007 and

will accrue from the most date whic terest has been paid or if no interest has been

paid from the original is date fo e. Interest will be computed on the basis of

360-day year of twelv ths.

Principal rest an ium are payable in lawful money of the United States of

America. Inte aid by eck payable to the order of and mailed by the Paying Agent

as herein to registered owner at the address shown on the registration books

maintained th st as herein defined at the close of business on the record date as

explained he by re transfer to any securities depository or upon two days prior written

request delivered aying Agent specifying wire transfer address in the continental United

States to any regi owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR

VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-11 $1895000

Interest Rate Maturity Date Original Issue Date CUSIP

4.000% July 12019 January 12007 721882 CJ5

Registered Owner CEDE CO.

Principal Amount ONE MILLION EIGHT HUNDRED NINETY-Fl HOUSAND
DOLLARS

PIMA COUNTY ARIZONA the County for value eiv ereby mises to pay

solely from the sources hereinafter described to the re ered entified above or

registered assigns as provided herein on the maturity above principal amount

set forth above and to pay from such sources intere th paid ncipal amount at the

interest rate shown above.

Certain bonds of the issue of which bject to call for redemption

prior to maturity in accordance with the terms rth ei

Interest is payable on January Ju ear commencing July 2007 and

will accrue from the most recent date hich mt St been paid or if no interest has been

paid from the original issue date fo above. terest will be computed on the basis of

360-day year of twelve 30-day ths.

Principal interest ium payable in lawful money of the United States of

America. Interest will ai ch le to the order of and mailed by the Paying Agent

as herein defined to re ered er at the address shown on the registration books

maintained by the st herein defined at the close of business on the record date as

explained herein ire fer to any securities depository or upon two days prior written

request delivere nt specifying wire transfer address in the continental United

States to any regi ow of at least $1000000 aggregate principal amount of bonds. The

principal and any pr 11 be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE

NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-12 $1990000

Interest Rate Maturity Date Original Issue Date CUSIP

4.125% July 2020 January 2007 721882 CK2

Registered Owner CEDE CO.

Principal Amount ONE MILLION NINE HUNDRED NINE DOLLARS

PIMA COUNTY ARIZONA the County for receive ereby omises to pay

solely from the sources hereinafter described to th ste own dentified above or

registered assigns as provided herein on the maturit ab the principal amount

set forth above and to pay from such sources intere th principal amount at the

interest rate shown above.

Certain bonds of the issue of which are subject to call for redemption

prior to maturity in accordance with t$s se rt em.

rf

Interest is payable on and Ju each year commencing July 2007 and

will accrue from the most date which terest has been paid or if no interest has been

paid from the original is dates fo e. Interest will be computed on the basis of

360-day year of twelv -d ths.

Principal est an ium are payable in lawful money of the United States of

America. wi aid by eck payable to the order of and mailed by the Paying Agent

as herein fined to registered owner at the address shown on the registration books

maintaine st as herein defined at the close of business on the record date as

explained he or by ire transfer to any securities depository or upon two days prior written

request deliver aying Agent specifying wire transfer address in the continental United

States to any regis ered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED IN RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-13 $2085000

Interest Rate Maturity Date Original Issue Date CUSIP

3.250% July 12021 January 12007 721882 CLO

Registered Owner CEDE CO.

Principal Amount TWO MILLION EIGHTY-FIVE THOUSAN LA

PIMA COUNTY ARIZONA the County for va eceiv eby ises to pay
solely from the sources hereinafter described to th ne entified above or

registered assigns as provided herein on the maturity et abov principal amount

set forth above and to pay from such sources terest rincipal amount at the

interest rate shown above.

Certain bonds of the issue oç on are subject to call for redemption

prior to maturity in accordance with
I-

terms set in.

Interest is payable uar9 Jul of each year commencing July 2007 and

will accrue from the most ent terest has been paid or if no interest has been

paid from the ori set forth ove. Interest will be computed on the basis of

360-day year oft ye ay nt

p. mt and any premium are payable in lawful money of the United States of

America. ntere ill paid by check payable to the order of and mailed by the Paying Agent

as herein registered owner at the address shown on the registration books

maintained by the strar as herein defined at the close of business on the record date as

explained her wire transfer to any securities depository or upon two days prior written

request delivered to the Paying Agent specifying wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal and any premium will be paid when due to the registered owner upon surrender of this



REGISTRAR FOR REGISTRATION OF TRANSFER EXCHANGE OR PAYMENT AND
ANY BOND ISSUED AND DELIVERED RESPECT THEREOF IS REGISTERED IN THE
NAME OF CEDE CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE

CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC ANY TRANSFER PLEDGE OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF CEDE CO. HAS AN INTEREST HEREIN.

PIMA COUNTY ARIZONA
STREET AND HIGHWAY REVENUE BOND

SERIES 2007

Number Denomination

R-14 $2190000

Interest Rate Maturity Date Original Issue Date CUSIP

3.250% July 2022 January 2007 721882 CM8

Registered Owner CEDE CO.

Principal Amount TWO MILLION ONE HUNDRED NINETY TH OLLARS

PIMA COUNTY ARIZONA the County for value re he to pay

solely from the sources hereinafter described to the regist owp ifled above or

registered assigns as provided herein on the maturity date jo a9e the cipal amount

set forth above and to pay from such sources interest onn pri al amount at the

interest rate shown above.

Certain bonds of the issue of which this sect to call for redemption

prior to maturity in accordance with the teforjer

Interest is payable on Janua1 July ea3year commencing July 2007 and

will accrue from the most recen1t to wiJ inter has been paid or if no interest has been

paid from the original issue dset terest will be computed on the basis of

360-day year of twelve 30

Principal intere nd pree payable in lawful money of the United States of

America. Inter be check payable to the order of and mailed by the Paying Agent

as herein de to stered owner at the address shown on the registration books

maintained by herein defined at the close of business on the record date as

explained herein or by wir ansfer to any securities depository or upon two days prior written

request delivered to ng Agent specifying wire transfer address in the continental United

States to any registered owner of at least $1000000 aggregate principal amount of bonds. The

principal 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 designated office of U.S. Bank National Association.

This bond is one of an issue of bonds in the total principal amount of $2 1000000 of like

tenor except as to maturity date rate of interest and number issued by the County to provide

funds to make those certain street and highway improvements approved by majority vote of

qualified electors voting at elections duly called and held in and for the County on

November 1997 pursuant to resolutions of the Board of Supervisors of the County duly

adopted prior to the issuance hereof and pursuant to the Constitution and laws of the State of

Arizona.

This bond is issued under the laws of Arizona including specifically Title 11 Chapter
Article 12 of the Arizona Revised Statutes the Act and Resolutions adoptby the Board of

Supervisors of the County on May 19 1998 January 2002 January 2003ay 10 2005

and January 16 2007 collectively the Bond Resolution. Refere ce made to the

Act and the Bond Resolution referred to above for the prov th 1Uing the

provisions with respect to the rights obligations duties and nitiesf t1t.. ounty and the

owners of bonds issued thereunder to all of which the scIvner is bond by

acceptance of this bond assents.

The bonds and interest thereon shall be fin enues received by the

County from highway user taxes including motoehiIk.iiIblt es and all other taxes fees

charges or other monies returned to the Co.ygirsunt toJt1 Chapter 18 Article and

Section 42-6 106 of the Arizona Revised Satutithe Pld Revenues on parity of lien

with certain outstanding bonds of thecouny and such a14ional bonds or obligations as may
hereafter be issued on parity thzewith. Ie bon shall not constitute debt or general

obligation of the County within tfØ mcaning nstitutional or statutory debt limitation

nor shall payment of the bondor TntercsiOr redernp ion premiums thereon be enforceable out of

any funds other than the 1.Reejues it shall any owner of any bond have the right to

compel any exercise of tl1axinowe County to make such payment. The County may
issue additional bon gI5ns pay le from the Pledged Revenues on parity with the

bonds upon satis io th nditions set forth in the Act and the Bond Resolution.

Bonds mat ef re July 2017 are not subject to call for redemption prior to

their respective maturit dat The Bonds maturing on or after July 2018 are subject to call

for redemption on any or after July 2017 at the election of the County in whole or in

part from maturities selected by the County and within any maturity by lot by the payment of

redemption price equal to the principal amount of each bond called for redemption plus accrued

interest to the date fixed for redemption without premium.

Notice of redemption will be given by mail to the registered owners of the bonds at the

address shown on the bond register maintained by the Registrar not less than 30 days nor more

than 60 days prior to the specified redemption date.

The initial Registrar and Paying Agent is U.S. Bank National Association the

Registrar and the Paying Agent as applicable. The Registrar or Paying Agent may be

changed by the County without notice and the County may serve in such capacities.



This bond is transferable by the registered owner in person or by attorney duly authorized

in writing at the designated office of the Registrar 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 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 and fees required by law or permitted by the authorizing

resolution. The County has chosen the 15th day of the month preceding an interest payment date

as the record date for this issue of bonds. Should this bond be submitted to the Registrar for

transfer during the period commencing after the close of business on ecord date and

continuing to and including the next subsequent interest payment date ow ship will be

transferred in the normal manner but the interest payment will be made mailed to

the registered owner as shown on the Registrars books at the do es record

date.

The Registrar may but need not register the transfer ich een selected for

redemption and need not register the transfer of any bond days before

selection of bonds to be redeemed. Tithe transfer of ajnd as en called or selected

for call for redemption in whole or in part is registed tc mption which has been

given to the transferor will be binding upon the trane n4.â of the notice of redemption
will be delivered to the transferee along with tJod öilon

Bonds of this issue are issuable onlJ in fu1Iytçgred form in the denomination of

$5000 each or integral multiples of 5O0O. This Bo may be exchanged at the designated

office of the Registrar for like ate prina1. unt of Bonds of the same maturity in

authorized denominations upon th orthtn the resolution authorizing issuance of the

Bonds.

The County the Re$IarAI1 theVng Agent may treat the registered owner of this

bond as the absolute fourpose of receiving principal interest and any premium and

for all other purpose nd none shall be affected by any notice to the contrary.

It is hereby ed an recited that all conditions acts and things required by the

Constitution and laws of of Arizona to exist to occur and to be performed precedent to

and in the issuance of this exist have occurred and have been performed and that the issue

of bonds of which this is one together with all other indebtedness of the County is within every
debt and other limit prescribed by the Constitution and laws of the State of Arizona.

The County has caused this bond to be executed by the Chairman of its Board of

Supervisors and attested by the Clerk of its Board of Supervisors which signatures may be

facsimile signatures.

This bond is not valid or binding upon the County without the manually affixed signature

of an authorized signatory of the Registrar.



ATTEST

Board of Supervisors



AUTHENTICATION CERTIFICATE

This bond is one of the Pima County Arizona Street and Highway Revenue Bonds
Series 2007 described in the Bond Resolution mentioned herein.

Date of Authentication January ____ 2007

U.S. BANK NATIONAL
as Registrar

TION

By



STATEMENT OF INSURANCE

Financial Guaranty Insurance Policy No. 26160BE the Policy with respect to payments due

for principal of and interest on this Bond has been issued by Ami Corporation

Ambac Assurance. The Policy has been delivered to The Bank

New York as the Insurance Trustee under said Policy and will be

or any successor insurance trustee. The Policy is on file and

principal office of the Insurance Trustee and copy

Assurance or the Insurance Trustee. All payments required

made in accordance with the provisions thereof. The

consents to the subrogation rights of Ambac Assurance

Trustee

at the

and

in the Policy.



ASSIGNMENT

Note Signatures must

eligible guarantor

Securities and

l7Ad-15 that is

guarantor program

The following abbreviations when used in the inscription on the face of this bond shall

be construed as 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

JTTEN as joint tenants with right of

survivorship and not as tenants

in common

UNIF GIFT/TRANS MIN ACT--

______ Custodian _______
Cust Minor
Under Uniform Gifts/Transfers

to Minors Act

State

FOR VALUE RECEIVED the undersigned hereby sells assigns and transfers unto

Name and Address of Transferee

Social Security or other Federal Tax Identification Number of

the within bond and all rights thereunder and hereby irrevocably

______________________________________ attorney to transfer

kept for registration thereof with full power of substitution in the

feree

Dated

Signature

on this assignment

the names as written on

registered bond in every

alteration or enlargement or

ABBREVIATIONS

Additional abbreviations may also be used though not in list above.



VI

Moodys Investors Seavice

99 Church Street

New York NY

January 24 2007

Ambac
One State Street Plaza

New York NY 10004

To Whom It May Concern

Moodys Investors Service has assigned the rating Ambac Insured Policy No.

26160BE to the $21000000.00 Pima County Arizona Street and Highway
Revenue Bonds Series 2007 dated January 2007 which sold on January 16 2007.

The rating is based upon an insurance policy provided by Ambac.

Should you have any questions regarding the above please do not hesitate to contact

Karen Malkowski at 201 395-6370.

Sincerely yours

Joann Hempel
Vice President Senior Credit

Officer

JH PS



Moodys Investors Service

One Front Street Suite 1900

San Francisco CA 94111

January 2007

Mr. Tom Burke

Finance Director

Pima County

130 West Congress

10th Floor

Tucson AZ 85701

Dear Mr. Burke

We wish to inform you that on December 27 2006 Moodys Investors Service

reviewed and assigned rating of to the Pima County AZ Street and

Highway Bonds Series 2007.

In order for us to maintain thecurrency of our ratings we request that you

provide ongoing disclosure including annual financial and statistical information.

Moodys will monitor this rating and reserves the right at its sole discretion to

revise or withdraw this rating at any time in the future.

The rating as well as any revisions or withdrawals thereof will be publicly

disseminated by Moodys through normal print and electronic media and in

response to verbal requests to Moodys ratings desk.

Should you have any questions regarding the above please do not hesitate to

contact me or the analyst assigned to this transaction Jolene Yee at 415-274-

1720.

Sincerely

Kenneth B. Kurtz

Managing Director

KBKJY/cm

cc Mr. Nick Dodd

RBC Dam Rauscher Inc.

2398 East Camelback Road Suite 700

Phoenix AZ 85016



The McGrawHill Companies

55 Water Stieet. 38th FloorSTAN DA.R. Yo. NY 10041.0003

tel 212 438-2074

POORS

January 23 2007

Arnbac Assurance Corporation

One State Street Plaza 15th FL

New York NY 10004

Attention Ms. Yolanda Ortiz Insurance Coordinator

Re $21000000 Pima County Arizona Street and Highway Revenue Bonds Series 2007
dated January 2007 July 2009-2022 POLICY 26160BE

Dear Ms. Ortiz

Standard Poors has reviewed the rating on the above-referenced obligations. After such

review we have changed the rating to AAA from AA. The rating reflects our assessment of

the likelihood of repayment of principal and interest based on the bond insurance policy your

company is providing. Therefore rating adjustments may result from changes in the fmancial

position of your company or from alterations in the documents governing the issue.

The rating is not investment financial or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you but does not represent

an audit. We undertake no duty of due diligence or independent verification of any information.

The assignment of rating does not create fiduciary relationship between us and you or between

us and other recipients of the rating. We have not consented to and will not consent to being

named an expert under the applicable securities laws including without limitation Section of

the Securities Act of 1933. The rating is not market rating nor is it recommendation to buy
hold or sell the obligations.

This letter constitutes Standard Poors permission to you to disseminate the above-assigned

rating to interested parties. Standard Poors reserves the right to inform its own clients

subscribers and the public of the rating.

Standard Poors relies on the issuer and its counsel accountants and other experts for the

accuracy and completeness of the information submitted in connection with the rating. This rating

is based on financial information and documents we received prior to the issuance of this letter.

Standard Poors assumes that the documents you have provided to us are fmal. If any
subsequent changes were made in the fmal documents you must notify us of such changes by
sending us the revised fmal documents with the changes clearly marked.

Standard Poors is pleased to be of service to you. For more information please visit our

website at www.standardandpoors.com. If we can be of help in any other way please contact us.

Thank you for choosing Standard Poors and we look forward to working with you again.



Ms. Yolanda Ortiz

Page

January 23 2007

Sincerely yours

Standard Poors Ratings Services

division of The McGraw-Hill Companies Inc.

ak



The McGraw-Hill Companies

One Market

STAIN DARD Steuart Tower 15th Floor

_________ San Francisco CA 94105.1000

tel 415 371.5004

x1 JJ1S ref nce no.1O91

January 2007

Pima County

Finance Department

130 West Congress Street 10th Floor

Tucson AZ 85701

Attention Mr. Thomas Burke Director of Finance

Re US$21000000 Pima County Arizona Street Highway Revenue Bonds Series 2007
dated January 2007 due July 2022

Dear Mr. Burke

Pursuant to your request for Standard Poors rating on the above-referenced obligations we
have reviewed the information submitted to us and subject to the enclosed Terms and Conditions

have assigned rating ofAA. Standard Poors views the outlook for this rating as stable.

copy of the rationale supporting the rating is enclosed.

The rating is not investment financial or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but

does not represent an audit. We undertake no duty of due diligence orindependent verification of

any information. The assignment of rating does not create fiduciary relationship between us

and you or between us and other recipients of the rating. We have not consented to and will not

consent to being named an expert under the applicable securities laws including without

limitation Section of the Securities Act of 1933. The rating is not market rating nor is it

recommendation to buy hold or sell the obligations.

This letter constitutes Standard Poors permission to you to disseminate the above-assigned

rating to interested parties. Standard Poors reserves the right to inform its own clients

subscribers and the public of the rating.

Standard Poors relies on the issuer/obligor and its counsel accountants and other experts for

the accuracy and completeness of the information submitted in connection with the rating. This

rating is based on financial information and documents we received prior to the issuance of this

letter. Standard Poors assumes that the documents you have provided to us are final. If any

subsequent changes were made in the final documents you must notify us of such changes by

sending us the revised final documents with the changes clearly marked.

To maintain the rating Standard Poors must receive all relevant financial information as soon

as such information is available. Placing us on distribution list for this information would

facilitate the process. You must promptly notify us of all material changes in the financial



Mr. Thomas Burke

Page

January 2007

information and the documents. Standard Poors may change suspend withdraw or place on

Credit Watch the rating as result of changes in or unavailability of such information. Standard

Poors reserves the right to request additional information if necessary to maintain the rating.

Please send all information to

Standard Poors Ratings Services

Public Finance Department

55 Water Street

New York NY 1004 1-0003

Standard Poors is pleased to be of service to you. For more information on Standard Poors

please visit our website at www.standardandDoors.com. If we can be of help in any other way

please call or contact us at nvDub1icfinancestandardandDoors.com. Thank you for âhoosing

Standard Poors and we look forward to working with you again.

Sincerely yours

Standard Poors Ratings Services

division of The McGraw-Hill Companies Inc.

jf

enclosures

cc Mr. Nicholas J. Dodd Vice President

RBC Capital Markets



STAN DARD
POORS

Standard Poors Ratings Services

Terms and Conditions

Applicable To

U.S. Public Finance Ratings

Request for rating. Standard Poors issues public finance ratings for fee upon request from an issuer or from an

underwriter financial advisor investor insurance company or other entity provided that the obligor and issuer if
different from the obligor each has knowledge of the request. The term issuer/obligor in these Terms and

Conditions means the issuer and the obligor if the obligor is different from the issuer.

Agreement to Accept Terms and Conditions. Standard Poors assigns Public Finance ratings subject to the terms

and conditions stated herein and in the rating letter. The issuer/obligors use of Standard Poors public finance

rating constitutes agreement to comply in all respects with the terms and conditions contained herein and in the rating
letter and acknowledges the issuer/obligors understanding of the scope and limitations of the Standard Poors rating
as stated herein and in the rating letter.

Fees and expenses. In consideration of our analytic review and issuance of the rating the issuer/obligor agrees to pay
Standard Poors rating fee. Payment of the fee is not conditioned on Standard Poors issuance of any particular

rating. In most cases an annual surveillance fee will be charged for so long as we maintain the rating. The

issuer/obligor will reimburse Standard Poors for reasonable travel and legal expenses if such
expenses are not

included in the fee. Should the rating not be issued the issuer/obliger agrees to compensate Standard Poors based on
the time effort and charges incurred through the date upon which it is detennined that the rating will not be issued.

Scope of Rating. The issuer/obligor understands and
agrees that an issuer rating reflects Standard Poors current

opinion of the issuer/obligors overall financial capacity to pay its financial obligations as they come due ii an issue

rating reflects Standard Poors current opinion of the likelihood that the issuer/obligor will make payments of principal
and interest on timely basis in accordance with the terms of the obligation iii rating is an opinion and is not

verifiable statement of fact iv ratings are based on information supplied to Standard Poors by the issuer/obligor or

by its agents and upon other information obtained by Standard Poors from other sources it considers reliable
Standard Poors does not perform an audit in connection with any rating and rating does not represent an audit by
Standard Poors vi Standard Poors relies on the issuer/obliger its accountants counsel and other experts for the

accuracy and completeness of the information submitted in connection with the rating and surveillance
process vii

Standard Poors undertakes no duty of due diligence or independent verification of any infonnation viii Standard

Poors does not and cannot guarantee the accuracy completeness or timeliness of the information relied on in connection

with rating or the results obtained from the use of such information ix Standard Poors may raise lower suspend

place on CreditWatch or withdraw rating at anytime in Standard Poors sole discretion and rating is not

market rating nor recommendation to buy hold or sell any financial obligation.

Publication. Standard Poors reserves the right to publish disseminate or license others to publish or disseminate the

rating and the rationale for the rating unless the issuer/obliger specifically requests that the rating be assigned and

maintained on confidential basis. If confidential rating subsequently becomes public through disclosure by the

issuer/obligor or third party other than Standard Poors Standard Poors reserves the right to publish it.

Standard Poors may publish explanations of Standard Poors ratings criteria from time to time and nothing in this

Agreement shall be constnied as limiting Standard Poors ability to modify or refine Standard Poors criteria at any
time as Standard Poors deems appropriate.

Information to be Provided by the Issuer/obligor. The issuer/obliger shall meet with Standard Poors for an analytic
review at any reasonable time Standard Poors requests. The issuer/obliger also agrees to provide Standard

Poors promptly with all information relevant to the rating and surveillance of the rating including information on
material changes to information previously supplied to Standard Poors. The rating may be affected by Standard

Poors opinion of the accuracy completeness timeliness and reliability of information received from the

issuer/obliger or its agents. Standard Poors undertakes no duty of due diligence or independent verification of



information provided by the issuer/obligor or its agents. Standard Poors reserves the right to withdraw the rating if

the issuer/obligor or its agents fails to provide Standard Poors with accurate complete timely or reliable

information.

Standard Poors Not an Advisor Fiduciary or Expert. The issuer/obligor understands and agrees that Standard

Poors is not acting as an investment financial or other advisor to the issuer/obligor and that the issuer/obligor should

not and cannot rely upon the rating or any other information provided by Standard Poors as investment or financial

advice. Nothing in this Agreement is intended to or should be construed as creating fiduciary relationship between

Standard Poors and the issuer/obligor or between Standard Poors and recipients of the rating. The issuer/obligor

understands and agrees that Standard Poors has not consented to and will not consent to being named an expert
under the applicable securities laws including without limitation Section of the U.S. Securities Act of 933.

Limitation on Damages. The issuer/obligor agrees that Standard Poors its officers directors shareholders and

employees shall not be liable to the issuer/obligor or any other person for any actions damages claims liabilities

costs expenses or losses in any way arising out of or relating to the rating or the related analytic services provided for

in an aggregate amount in excess of the aggregate fees paid to Standard Poors for the rating except for Standard

Poors gross negligence or willful misconduct. In no event shall Standard Poors its officers directors

shareholders or employees be liable for consequential special indirect incidental punitive or exemplary damages

costs expenses legal fees or losses including without limitation lost profits and opportunity costs. In furtherance

and not in limitation of the foregoing Standard Poors will not be liable in respect of any decisions made by the

issuer/obligor or any other person as result of the issuance of the rating or the related analytic services provided by

Standard Poors hereunder or based on anything that appears to be advice or recommendations. The provisions of

this paragraph shall apply regardless of the form of action damage claim liability cost expense or loss whether in

contract statute tort including without limitation negligence or otherwise. The issuer/obligor acknowledges and

agrees that Standard Poors does not waive any protections privileges or defenses it may have under law including

but not limited to the First Amendment of the Constitution of the United States of America.

This Agreement shall terminate when the ratings are withdrawn. Notwithstanding the foregoing the paragraphs

above Standard Poors Not an Advisor Fiduciary or Expert and Limitation on Damages shall survive the

termination of this Agreement or any withdrawal of rating.

Third Parties. Nothing in this Agreement or the rating when issued is intended or should be construed as creating any

rights on behalf of any third parties including without limitation any recipient of the rating. No person is intended as

third party beneficiary to this Agreement or to the rating when issued.

Binding Effect. This Agreement shall be binding on and inure to the benefit of the parties hereto and their successors

and assigns.

Severability. In the event that any term or provision of this Agreement shall be held to be invalid void or

unenforceable then the remainder of this Agreement shall not be affected impaired or invalidated and each such term

and provision shall be valid and enforceable to the fullest extent permitted by law.

Comulete Agreement. This Agreement constitutes the complete agreement between the parties with respect to its subject

matter. This Agreement may not be modified except in writing signed by authorized representatives of both parties.

Governing Law. This Agreement and the rating letter shall be governed by the internal laws of the State of New York.

The parties agree that the state and federal courts of New York shall be the exclusive forums for any dispute arising

out of this Agreement and the parties hereby consent to the personal jurisdiction of such courts.
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SETTLEMENT DELIVERY CLOSING PROCEDURES

ISSUE $21000000

Pima County Arizona

Street Highway User Revenue Bonds

Series 2007

BONDS DATED January 12007

INTEREST PAYMENT
DATES Interest payable semiannually on January and July of each year commencing

July 2007.

MATURITY DATES
PRINCIPAL AMOUNTS
INTEREST RATES See Exhibit A.

CLOSING The Closing will be held on Thursday January 25 2007 at 800 a.m. MST at

the offices of Squire Sanders Dempsey Two Renaissance Square 40 North

Central Avenue Suite 2700 Phoenix AZ 85004. Mr. Tim Pickrell will conduct

the closing 602 528-4031 Fax 602 253-8129.

PARTICIPANTS See Exhibit B.

REGISTRATION
AUTHENTICATION After the Bonds have been registered and executed the Bond Registrar and

Paying Agent will confirm arrangements for F.A.S.T. closing with the

Depository Trust Co. DTC 55 Water Street 1st Floor New York New York

10041.

SETFLEMENT
INSTRUCTIONS

Par Value 100 $21000000.00

Plus Excess Net Premium 1333.62

Plus Accrued Interest 60448.33

January January 25 2007

Less Good Faith Deposit 420000.00

Remaining Purchase Price S20.641.78 1.95



EXHIBIT

$21000000

PIMA COUNTY ARIZONA
Street Highway Revenue User Bonds

Series 2007

Principal and Interest Payments

Dated 1/1/2007 Delivery 1/25/2007

Total Fiscal Year CUSIP

Date Principal Coupon Interest Debt Service Debt Service 721882

7/1/2007 $453362.50 $453362.50 $453362.50

1/1/2008 453362.50 453362.50

7/1/2008 453362.50 453362.50 906725.00

1/1/2009 453362.50 453362.50

7/1/2009 $750000.00 4.750% 453362.50 1203362.50 1656725.00 BY3

1/1/2010 435550.00 435550.00

7/1/2010 785000.00 4.750% 435550.00 1220550.00 1656100.00 BZO

1/1/2011 416906.25 416906.25

7/1/2011 830000.00 4.750% 416906.25 1246906.25 1663812.50 CA4

1/1/2012 397193.75 397193.75

7/1/2012 865000.00 4.750% 397193.75 1262193.75 1659387.50 CB2

1/1/2013 376650.00 376650.00

7/1/2013 1415000.00 4.750% 376650.00 1791650.00 2168300.00 CCO

1/1/2014 343043.75 343043.75

7/1/2014 1485000.00 4.750% 343043.75 1828043.75 2171087.50 CD8

1/1/2015 307775.00 307775.00

7/1/2015 1555000.00 4.750% 307775.00 1862775.00 2170550.00 CE6

1/1/2016 270843.75 270843.75

7/1/2016 1635000.00 4.750% 270843.75 1905843.75 2176687.50 CF3

1/1/2017 232012.50 232012.50

7/1/2017 1715000.00 4.750% 232012.50 1947012.50 2179025.00 CGI

1/1/2018 191281.25 191281.25

7/1/2018 1805000.00 4.750% 191281.25 1996281.25 2187562.50 CH9

1/1/2019 148412.50 148412.50

7/1/2019 1895000.00 4.000% 148412.50 2043412.50 2191825.00 CJ5

1/1/2020 110512.50 110512.50

7/1/2020 1990000.00 4.125% 110512.50 2100512.50 2211025.00 CK2

1/1/2021 69468.75 69468.75

7/1/2021 2085000.00 3.250% 69468.75 2154468.75 2223937.50 CLO

1/1/2022 35587.50 35587.50

7/1/2022 2190000.00 3.250% 35587.50 2225587.50 2261175.00 CM8

Total $21000000.00 $8937287.50 $29937287.50 $29937287.50

The bonds maturing on or after July 2018 are subject to redemption prior to maturity on or after July 2017 at Par.

Does not include accrued interest from 1/01/07 to 1/25/07 in the amount of $60448.33.

-Prepared By
RBC Capital Markets

1/17/2007



Settlement Delivery Closing Procedures

$21000000

Pima County Arizona

Street Highway User Revenue Bonds

Series 2007

Page

FLOW OF FUNDS $79400.00 representing the bond insurance premium for AMBAC Assurance

Corp. will be wire transferred prior to the closing by Prager Sealy Co. LLC
to

Citibank N.A.

ABA 021-0000-89

Acct. Name Ambac Assurance Corporation

Acct. 40609486

Reference Policy No. 26160BE

Attention Linda Crocitto

SOURCES

$420000.00 representing the Prager Sealy Co. LLC good faith

deposit will remain in the Bank of America account of the Pima

County Treasurer and be transferred into the Project Fund.

On the day of closing Prager Sealy Co. LLC will wire transfer the

remaining purchase price of $20641781.95 representing proceeds for

deposit into the Interest Fund Debt Service Fund and the Project Fund

to

Bank of America Arizona

Phoenix Arizona

ABA 026009593

Credit to Pima County Treasurer

Account 412724156

Reference Pima County Street Highway User Revenue

Bonds Series 2007

Confirmation of the receipt of funds will be made with Eska Lachman at the

Pima County Treasurers Office at 520 740-8814.

USES

Of the amount listed under Sources above the Pima County Treasurer

will apply such amounts as follows

$60448.33 representing accrued interest to the Interest Fund Debt
Service Fund.

$21001333.62 representing construction costs and costs of issuance to

the Project Fund.



Settlement Delivery Closing Procedures

$21000000

Pima County Arizona

Street Highway User Revenue Bonds

Series 2007

Page

DELiVERY
INSTRUCTIONS When all parties are satisfied that all monies have been transferred and that

documentation is in order the Bonds will be released to the credit of Prager

Sealy Co. LLC via the DTC closing desk 212 855-3752.



EXHIBIT

PIMA COUNTY ARIZONA
STREET HIGHWAY REVENUE BONDS

SERIES 2007

DISTRIBUTION LIST

PIMA COUNTY FINANCIAL ADVISOR

Finance and Risk Management Department

130 West Congress 10th Floor

Tucson AZ 85701

Fax 520 740-8171

Tom Burke

Finance Director

520 740-3030

e-mail tom.burkeIpima.gov

RBC Capital Markets

2398 East Camelback Road Suite 700

Phoenix AZ 85016

Fax 602381-5380

Kurt M. Freund

Managing Director/Manager

602381-5365
e-mail kurt.freundrbcdain.com

Finance and Risk Management Department

130 West Congress 6th Floor

Tucson AZ 85701

Fax 520 243-2329

Nicholas J. Dodd

Vice President

602381-5360
e-mail nick.doddThrbcdain.coni

Michelle Campagne

520 740-8410

e-mail iiiicheI1e.eampagneipirna.gov

County Attorneys Office

130 West Congress

Tucson Arizona 85701

Regina Nassen

520 740-5411

e-mail regina.nassenäpcao.pima.gov

RATING AGENCIES

Moodys Investors Service

One Front Street Suite 1900

San Francisco CA 94111

Fax 415274-1726

Jolene Yee

415 274-1720

e-mail jo1ene.yeeimoodys.com

BOND COUNSEL

Squire Sanders Dempsey L.L.P.

Two Renaissance Square Suite 2700

40 North Central Avenue

Phoenix AZ 85004-4498

Fax 602253-8129

Timothy E. Pickrell

602 528-4031

602 617-9260

e-mail tpickreIlssd.com

Dan Steed

415 274-1716

e-mail dan.steediimoodys.corn



EXHIBIT
PURCHASER

Standard Poors Corporation

One Market Steuart Tower 15th Floor Prager Sealy Co. LLC

San Francisco California One Maritime Plaza

94105-1000 San Francisco CA 94111

Fax 415371-5090
Deidre Hochberg

Edward McGlade 415 403-1939

212 438-2061 e-mail Deirdreprager.corn

e-mail edward_mcgladesandp.com

Anna Maria

REGISTRAR PAYING AGENT 415 955-8156

e-mail annaprager.com

U.S. Bank National Association

101 North First Avenue Suite 1600 Julius Caccopola

Phoenix Arizona 85003 212 661-6600

Fax 602 257-5433 e-mail Jul ieDrager.com

Debbie Scherer

602 257-5431

e-mail deborah.Scherer@usbank.com

BOND INSURER

Ambac Assurance Corp.

One State Street Plaza

New York NY 10004

Fax 212 797-9329

Mark S. Harries

212 208-3158

e-mail mharries@ambac.com

Linda Crocitto

212 208-3241

e-mail lcrocitto@ambac.com
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