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County - Pima County, Arizona 
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I. COUNTY PROCEEDINGS AND RELATED DOCUMENTS: 

1. Certified copy of Resolution Nos. 1991-138 and 1991-182, passed, adopted and 
approved by the Board of Supervisors (the "Board") of the County on June 18, 
1991 and August 6, 1991, respectively, relating to the issuance and sale of the 
County's Sewer Revenue Rehnding Bonds, Series 1991 

2. Certified copy of Resolution No. 2006-278, passed, adopted and approved by the 
Board of the County on October 17, 2006, ordering the sale of the Sewer Revenue 
Bonds 

3. Preliminary Official Statement, dated January 8, 2007, including a Notice Inviting 
Bids for the Purchase of Sewer Revenue Bonds 

4. Certified copy of Resolution No. 2007-17, passed, adopted and approved by the 
Board on January 16, 2007, authorizing the issuance and sale of the Sewer 
Revenue Bonds 

5. Official Statement, dated January 16,2007 



Bond Registrar, Transfer Agent and Paying Agent Agreement dated as of 
January 1,2007, between the County and the Registrar 

Municipal Bond Insurance Policy No.208043-N (the "Insurance Policy"), issued 
by the Bond Insurer 

Municipal Bond Debt Service Reserve Insurance Policy No. 208043-R (the "Reserve 
Fund Guaranty"), issued by the Bond Insurer 

Reserve Policy Agreement, dated January 25,2007 (the "Reserve Fund Guaranty 
Agreement"), between the County and the Bond Insurer 

Continuing Disclosure Undertaking, dated January 25,2007 

Blanket Issuer Letter of Representations executed by the County and 
acknowledged and accepted by The Depository Trust Company 

CERTIFICATES 

General Certificate of the County 

Exhibit A: Notices and Agendas of Board Meetings 

Tax Compliance Certificate 

Attachment A: Definitions 
Attachment A- 1 : Rebate Instructions 
Attachment B : Underwriter's Certificate 
Attachment C: Certificate of Bond Insurer 
Attachment D: Declarations of Official Intent 

Certificate of Registrar and Paying Agent 

Exhibit A: Resolution or Bylaws as to Signature Authority 

Certificate of Financial Consultant 

Certificate as to Satisfaction of Requirements for Issuance of Parity Bonds 

RECEIPTS 

County Treasurer's Receipt for Bond Proceeds 

Paying Agent's Receipt for the Insurance Policy 
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3. Underwriter's Receipt for the Bonds 

IV. LEGAL OPINIONS 

1. Opinion of Bond Counsel 

2. Bond Counsel's Reliance letter to the Bond Insurer 

3. Bond Counsel's Opinion to the Bond Insurer Regarding the Reserve Fund 
Guaranty Agreement 

4. Opinion of Counsel to the Bond Insurer 

V. MISCELLANEOUS 

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

2. Report of Bond and Security Issuance Pursuant to Arizona Revised Statutes 
Section 35-501 .B, with Affidavit of Mailing 

3. Specimen Bonds 

4. Rating Letters 

5. Closing Memorandum, with Debt Retirement Schedule 

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 2 
RBC Capital Markets 1 
Squire, Sanders & Dempsey L.L.P. 1 
Merrill Lynch & Co. 1 
Financial Security Assurance Inc. 3 
The Bank of New York Trust Company, N.A. 1 



S t a t e  of Arizona 

Resolution No. 199 1-138 

(See attached copy) 
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RESOLUTION NO. 1991-138 

AUTHORIZING THE ISSUANCE AND SALE OF NOT TO 
EXCEED $60,000,000 PRINCIPAL AMOUNT OF PIMA 
COUNTY, ARIZONA SEWER REVENUE REFUNDING 
BONDS, SERIES 1991 

Passed and adopted by t h e  Pima County Board 
of Supervisors on J u n e  18, 1991 

@ Copyright 1991 Gust ,  R o s e n f e l d  & Henderson 
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RESOLUTION NO. 1991-138 

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

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

Pima County, Arizona, Sewer Revenue Bonds, Series 1980, dated 
February 1, 1990 

Maturity 
Date 

(February 1) 
1992, 

Principal Interest 
Rate 
8.00% 

~ i m a  County, Arizona, Sewer Revenue Bonds, Series 1984, dated 
April 1, 1984 

Maturity 
Date Principal 

Amount 
250 000 , -  -1,- 

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

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

Interest . - 

Rate 
11.50% ---- 
11.50% 
11.50% 



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

Maturity 
Date  

(July 1) 
1992 

Principal 
Amount 

470,000 
510,000 

Interest 
Rate 
7.00% 
7.25% 

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

Maturity 
Date 

(July 1) 
1992 

Principal Interest 
Rate 

8 . 4 0 %  

Pima County, Arizona, Sewer Revenue Bonds, Project of 1986, 
S e r i e s . A  (1986), dated October 1, 1986 

Maturity 
Date 

(July 1) 
I -9 r  

Principal I n t e r e s t  
Rate 
8 . 2 5 %  



Pima County, Arizona, Sewer Revenue Bonds, Ser ies  of 1-988, 
dated March 1, 1988 

Maturity 
Date 

(July 1) 
199 2 

Principal Interest 
Rate 
8.75% 

The foregoing revenue bonds are hereinafter referred to as the 
"Bonds Being Refunded"; and 

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

WHEREAS, by this resolution, this Board of 
Supervisors (the "Board") will authorize and provide for the 
issuance and sale of not to exceed $60,000,000 principal 
amount of Pima County, Arizona Sewer Revenue Refunding Bonds, 
Series 1991 to advance refund the Bonds Being Refunded, s e t  
the maximum interest rate thereon, maximum term of the Series 
1991 Bonds, maximum principal amount of Bonds to be issued and 
authorize the Chairman to accept an offer of the Purchasers 
(the 8 t O f f e r " )  t o  purchase the Bonds and to execute the Bond 
Purchase Contract binding the County to issue and deliver the 
Bonds if the Offer is within the maximum amounts, terms and 
rates prescribed herein and the Chairman determines it to be 
in the County's best interest to accept the Offer; and 

WHEREAS, all acts, conditions and things required by 
the Constitution and the laws of the State of Arizona (the 
" S t a t e " )  to happen, exist and be performed precedent to and i n  



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

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

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

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

Section 2. Definitions; Interpretation. 

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

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

"A reementl' shall mean any agreement between a 
Reserve Fun * Guarantor and the County, pertaining to a Reserve 
Fund Guarantor's reimbursement in the event of a Drawdown, as 
such Agreement may be amended, modified or supplemented from 
time to time. 

"Assumed Interest Rate1' shall mean an interest rate 
for Variable Rate ~bligatjons at the computation date computed 
to be the lesser of (i) the maximum rate which Bonds of such 
series may bear under the terms of their issuance or (ii) the 
rate .of interest then established.for long-term bonds by the 
30-year revenue bond index most recently published by The Bond 
Buver of New York, New York prior to the date of computation 
(or in the absence of such published index,-some other index 
selected in good faith by the Finance Director of the County 
after consultation with one or more reputable, experienced 
investment bankers as being equivalent thereto). 

"Average Annual Debt Service" shall mean, at the 
time of computation, the average of each Bond Year's aggregate 
scheduled Bond principal and interest requirements; when 



computing Average Annual Debt Service, Variable Rate Obliga- 
tions shall be deemed to bear interest at the Assumed Interest 
Rate and Bonds sub jec t  to mandatory redemption shall be 
treated as maturing on their respective mandatory redemption 
dates and not at their stated maturity date and interest shall 
be deemed to cease on Bonds subject to mandatory redemption a t  
the scheduled mandatory redemption dates.  

"Beneficial Owner" shall mean the owner of any 
beneficial i n t e r e s t  i n  any Book-Entry Bond as shown on the 
records of any Direct or Indirect Participant. 

"Board" shall mean the Board of.Supervisors of the 
County. 

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

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

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

"Bond Registrar" shall mean The Valley National Bank 
of Arizona, or its successor as bond registrar. 

"Bonds" shall mean the Pima County, Arizona Sewer . 
Revenue ~ e f u n a i n g  Bonds, Series 1991, authorized to be issued 
herein and all Parity Bonds. 

"Bond  ear" shall mean initially the period from the 
date of the Series 1991 Bonds to July 1, 1992, and thereafter 
the one-year period commencing each July 2 and ending on the 
next forthcoming July 1. A Bond Year shall correspond to the 
Fiscal Year beginning on July 1 of the same year and e n d i n g  on 
June 30 of the next year. 

"Book-Entry Bonds1' shall mean, initially, all Series 
1991 Bonds and such other series or portion of a series of 
Parity Bonds which are hereafter designated by the County as 
Book-Entry Bonds. 

"Capital Appreciation Bonds" shall mean Parity Bonds 
whose interest component is corn~ounded semiannuallv on stated 
dates until maturity or to a date on which such capital Appre- 
ciation Bonds are converted to Bonds paying in,terest 
semiannually, i f  so permitted or required. 



"Capitalized Reserve Account" shall mean the 
Capitalized Reserve Account created pursuant to Section 10 - 

hereof. 

"Chairman" means the Chairman of the Board. 

"Clerkn shall mean the Clerk of the Board. 

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

"Contributed Reserve Accountw shall mean the 
Contributed Reserve Account created ~ursuant to Section 10 - 
hereof. 

"County" shall mean Pima County, A r i z o n a .  

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

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

" D i r e c t  Participant" or "DTC Participant" shall m e a n  
any broker-dealer, bank or other financial institution for 
which  the DTC h o l b s  Book-Entry Bonds from time to time as a 
securities depository, 

"Drawdown" shall mean any amount drawn by the Paying 
Agent under any Reserve Fund Guaranty, 

"Drawdown Date" shall mean the date on which the 
Paying Agent makes a D r a w d o w n .  

"DTC" - shall mean the Depository Trust Company, the 
depository for the Book-Entry Bonds. 

"Finance Director" shall mean the Pima County 
Finance Director. 

"Fiscal Year1' shall mean the twelve month period 
beginning each July 1 and ending on June 30th of the next 
succeeding year. 



"Government Obligations" shall mean ( i ]  direct and 
general obligations of t h e  United States of America, or those 
which are unconditionally guaranteed as to principal and 
interest by the same, (ii] obligations issued by either the 
Resolution Trust Corporation or the Resolution Funding 
Corporation, the payment of which is ultimately backed by t h e  
United States Treasury; and ( i i i )  pre-refunded municipal 
obligations meeting the following criteria: 

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

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

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

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

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

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

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



"Municipal Bond Insurance Policy" shall mean any 
Municipal Bond Insurance Policy insuring the payment o f  the 
principal of and interest on all or any part of t h e  Bonds 
according to their terms. 

"Net Revenues" shall mean Revenues remaining after 
deducting Operating Expenses. 

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

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

(a) Bonds theretofore cancelled or delivered for 
cancellation; 

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

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

"Owner", except as provided in Section 17(B)* shall 
mean any person who shall be the registered owner of any Bond 
or Bonds Outstanding (including', with respect to a Bmook-~ntry 
Bond, DTC or a successor depository). 

"Parity Bonds" shall mean any additional Bonds 
issued in gccordance with Section 13 hereof. 

"Paying Agent1' shall mean The Valley National Bank 
of Arizona, or its successor as paying agent. 

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

1. Direct and general obligations of the United 
States of America, or obligations unconditionally guaranteed 
as  to principal and interest by the same. 



Also permitted are evidences of ownership of 
proportionate interests in future interest and principal 
payments of the above United States obligations. Investments 
in such proportionate interests must be limited to circum- 
stances wherein (a) a Bank or trust company a c t s  as custodian 
and holds the underlying United States obligations; (b) the 
owner of the investment is the real party in interest and has 
the right to proceed directly and individually a g a i n s t  the 
obligor of the underlying United States obligations; and (c) 
the underlying United States obligations are h e l d  in a  special 
account separate from the custodian's general assets, and are 
not available to satisfy any claim of the custodian, any 
person claiming through the custodian, or any person to whom 
the custodian may be obligated. 

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

Federal Home Loan Bank System; 
Export-Import Bank of the United S t a t e s ;  
Federal Financing Bank; 
Government National Mortgage 
Association; 
Farmers Home Administration; 
Federal Home Loan Mortgage Company; 
Federal Housing Administration; 
Private Export Funding Corporation;. 
Federal National Mortgage Association; and 
obligations issued by either the Resolution 
Trust Corporation ar the Resolution Funding 
Corporation, the payment of which is ultimately 
backed by the United States Treasury. 

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

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

(b) the bonds are secured by cash or Permitted 
Investments described in No. 1 (the "United S t a t e s  Obliga- 
tions") which may be a p p l i e d  only to interest, principal, and 
premium payments of such bonds; 

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

(d) the United States Obligations serving 2 s  
securicy for t k a  bonds a r e  held by an escrow agent or truscee; 
and 



(e) the United States Obligations a r e  not available 
to satisfy any other claims, including those against the 
trustee or escrow agent. 

4, Direct and general long-term obligations of any 
s t a t e  on which t h e  full faith and  credit of  the state is 
pledged and which are rated in either of the t w o  highest 
rating categories by either Moody's Investors Service 
(hereinafter referred to as Moody's) or Standard and Poor's 
Corporation (hereinafter referred to as S & P )  or, i n  the event 
each of such rating agencies rate such obligations, by each of 
them; provided, however, that if, at the time of purchase, 
neither Moody's nor S&P then rate comparable obligations, the 
obligations must be rated in one of the two highest rating 
categories for comparable obligations by one of the two most 
widely recognized rating agencies then rating such credits. 

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

6. Interest bearing demand or time deposits issued 
by state banks, savings and loan associations or trust 
companies or any national banking associations which are 
members of the Federal Deposit Insurance Corporation (FDIC). 
These deposits must be (a)  continuously and fully insured by 
FDIC, (b) with banks that are rated at least P-1 by Moody's or 
at least A - 1  by S&P, or (c) fully secured by direct and 
general obligations of the United States ,  or those which are 
unconditionally guaranteed as to principal and interest by the 
same. Such United States' securities must have a market value 
at all times at least equal to the principal amount of the 
deposits. The United States' securities must be held by the 
County or the Bond Registrar and Paying Agent (who shall not 
be the provider oE the collateral), or any Federal Reserve 
Bank or Depositary, as custodian for the institution issuing 
the deposits. The County or the Bond Registrar and Paying 
Agent should have a perfected first lien in the United States 
Obligations serving as collateral, and that collateral is to 
be free from all third party liens. 

7. Long-term or medium-term corporate debt 
guaranteed by any corpo'ration rated by Moody's and S L P  in 
their t w o  highest rating categories. 



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

9. Prime commercial paper of a United States 
corporation, finance company or banking institution rated at 
least "P-1" by Moody's or at least I fA-1" by ScP; provided, 
however, that if, at the time of purchase, neither Moody's nor 
S&P then rate comparable obligations, the obligations must be 
rated in one of the two highest rating categories for 
comparable obligations by one of the two most widely 
recognized rating agencies t'hen rating such credits. 

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

11. Public housing bonds issued by public 
agencies.  Such bonds must be f u l l y  secured by a pledge of 
annual contributions under a contract with the United Sta tes  
government; temporary notes, preliminary loan notes or project 
notes secured by a requisition or payment agreement with the 
United States; or state or public agency or municipality 
obligations rated in the highest rating category by a 
nationally recognized bond rating agency. 



12. Shares of a diversified open-end management 
investment company as defined in the Investment Company ~ c t  of 
1940, which is a money market fund, which has been rated in 
t h e  highest rating categories by Moody's or S&P; provided, 
however, that if, at the time of purchase, neither Moody's nor 
S&P t h e n  rate comparable obligations, the obligations must be 
rated in one o f  the two highest rating category for comparable 
obligations by one of the two ~r~ost widely recognized rating 
agencies then rating such credits, or money market accounts of 
the Trustee or any state or federal bank which is rated at 
least P-1 by Moody's or at least A-1 by S&P or whose one bank 
holding company parent is rated at least A-l by S&P or at 
least P-l by Moody's; provided, however, that if, at the time 
of purchase, neither Moody's nor S&P then rate comparable 
obligations, the obligations must be rated in a comparable 
rating category for comparable obligations by one of the two 
most widely recognized rating agencies then rating such 
entities, all to the extent not fully insured by FDIC having a 
combined capital and surplus of not less than $50,000,000 at 
the time of any such deposit. 

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

"Policy Costs'' shall mean the amount necessary to 
reimburse a Reserve Fund Guarantor for any Drawdown(s) 
pursuant to the terms of an Agreement including, without 
limitation, the amount of any Drawdown, such Reserve Fund ' 

Guarantor's expenses (including any legal expenses) and 
interest thereon at the Reimbursement Rate until paid. 

"Purchasers" shall mean, with respect t o  the Series 
1991 Bonds, Rauscher Pierce Refsnec, Inc., Dean Witter 
Reynolds, Inc., First Southwest Company, Peacock, Hislop, 
Staley & Given, Inc. and Piper Jaffray & Hopwood, Inc. 

"Rebate Fundu shall mean the Rebate Fund created 
pursuant to Section 10 hereof. 

"~ecord Date'' shall mean the fifteenth day of the 
month preceding an interest payment date (or if such day is a 
Saturday, Sunday or holiday, on the next preceding business 
day ) 

"Reimbursement Fund" shall mean the Reimbursement 
Fund created pursuant to Section 10 hereof. 



"Reimbursement Period" shall mean, with respect to 
any Drawdown, the period commencing on the Drawdown Date and 
ending on the first anniversary of a Drawdown Date. 

"Reimbursement Rate" shall mean the respective rate 
of interest to be paid by the County to reimburse a Reserve 
Fund Guarantor after a Drawdown as s e t  forth in the respective 
Agreement. 

"Representation Letter" shall mean l e t t e r s  to, or 
agreements with, a depository for Book-Entry Bonds to 
effectuate a book entry system with respect to certain Bonds 
registered in the Bond Register under the nominee name of the 
depository. 

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

"Reserve Fund Guarantor" shall mean, with r e s p e c t  to 
any series of Bonds, the issuer of a surety bond, letter of 
credit or line of credit or insurance policy executed and 
delivered to the Paying Agent as a Reserve Fund Guaranty, to 
be issued by an entity experienced in insuring municipal bonds 
or extending lines of credit with respect to municipal bonds 
whose insurance policies, surety bonds, letters or l i n e s  of 
credit will not a d v e r s e l y  affect the Bonds' then-current 
rating if then rated by Moody's Investors Service or by 
Standard & Poor,'s Corporation. 

"Reserve Fund Guarant " shall mean a n y  surety bond,  
letter of credit or.line of cre it or insurance aolicv exe- 
cuted and delivered by a Reserve Fund Guarantor io t h e  County 
or the Paying Agent . for  the County as a reserve fund guaranty  
for purposes of this resolution. 

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

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

"Revenue Fund" shall mean the Revenue Fund c r e a t e d  
pursuant to Section 10 hereof. 



"Revenuesn shall mean and include all income, moneys 
and receipts derived by the County from the ownership, use and 
operation including, without limitation, interest received on, 
and profits realized from t h e  sale of, investments made with 
System moneys (excluding from such determination interest and 
profits retained in e i t he r  the Construction Fund or the System 
Development Fund pursuant to Section lOB(8)) however, the term 
Revenues shall not include Bond proceeds or the interest 
received on any Bond proceeds placed irrevocably in trust to 
pay, or provide for the payment of, any Bond or Bonds Being 
Refunded or any amounts received which the County is 
contractualLy required to pay out as reimbursement for 
acquisition, construction or installation of System 
facilities. 

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

"State" shall mean the State of Arizona. 

"System" shall mean the County's entire sewer 
system, all sewer properties of every nature hereafter owned 
by the County and all acquisitions, improvements and exten- 
s ions  added thereto by the County while any Bonds remain 
Outstanding, including all real and personal property of every 
nature comprising part of, or used or useful in connection 
with, the County's sewer system, and including all appur- 
tenances, contracts, leases, franchises, and other 
intangibles: 

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

"Variable  Rate Obligationsv shall mean any Parity 
Bonds which may, in the future, bear interest at rat'es which 
cannot be determined with specificity on their original issue 
date. 

B. Interpretation. 

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

2. Unless the context otherwise indicztes, 
words importing the singular shall include the plural and v i c e  
versa and the use of the neuter, masculine or feminine gender 
is for convenience only and shall be deemed to mean and 
include the neuter, masculine or feminine gender. 



3. Section headings and the table oE contents 
hereof are solely for convenience and do-not constitute a part 
hereof and shall not affect the meaning, construction or 
effect hereof. 

4. The words "hereofw or "herein" shall refer 
to this resolution. 

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

Section 3. Authorization of Bonds. 

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

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

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



annum from the most recent January 1 or July 1 to which . interest has been paid or duly provided for or, if no interest 
has been paid or duly provided for, from their date, which 
interest shall be payable on January 1, 1992, and semiannually 
thereafter on July 1 and January 1 of each year during the 
term of each Bond. The principal of the Bonds shall be 
payable at the principal corporate trust office of The Valley 
National B a n k  of Arizona i n  P h o e n i x ,  Arizona, as P a y i n g  
Agent. Interest on the Bonds shall be payab1e.b~ check mailed 
to the Owner thereof, as shown on the Bond Register at the 
address appearing therein at the close of business on the 
Record Date. Additionally, payment may also be made by wire 

. transfer to DTC or upon two (2) days prior written request 
delivered to the Paying Agent specifying a wire transfer 
address in the continental United States by any Owner of Bonds 
(other than DTC) owning an aggregate principal amount of at 
least $1,000,000. No document of any nature whatsoever need 
be surrendered as a condition to payment of principal of and 
interest on Book-Entry Bonds. 

All Series 1991 Bonds will be registered so as to 
participate in a book-entry system with DTC (the "DTC 
Program"). Either the Chairman or the Finance Director is 
authorized to execute a Representation Letter or such other 
documents as may be necessary for the County to participate in 
the DTC Program. Upon initial issuance, the ownership of the 
Bonds held by DTC shall be registered in the Bond Register in 
the name of Cede & Co., or any successor thereto, as nominee 
for DTC. The County shall have no responsibility or obliga- 
tion to Direct or Indirect Participants or Beneficial Owners 
for which DTC holds Bonds from time to time as a depository. 
Without limiting the immediately preceding sentence, the 
County shall have no responsibility or obligation with respect 
to { a )  the accuracy of the records of DTC, Cede & Co., or any 
Direct or Indirect Participant w i t h  respect to any beneficial 
ownership interest in the Bonds, (b) the delivery to any 
Direct or Indirect Participant or any person, other than a 
registered 0wner.of a Bond as shown in the Bond Register, of 
any notice with respect to the Bonds, or (c) the payment to 
any Direct or Indireck Participant or any other person, other 
than a registered Owner as  shown in t h e  Bond Register, of any 
amount with respect to the Bonds. No person other than an 
Owner as shown in the Bond Register shall receive a certifi- 
cate evidencing a Bond or confirming ownership of a Book-Entry 
Bond. 

The Series 1991 Bonds shall mature on July 1 of each 
year. The Series 1991 Bonds shall mature in such amounts in 
any of the years 1992 t o  2015 as,shall be acceptable to the 
Purchasers and accepted by the Chairman. No Series 1991 Bonds 
may mature later than July 1, 2015. The Series 1991 Bonds may 
be sold at a price which is below par, but the difference 
betueen the price for which the Series 1991 Bonds are sold and 



their par value I(exclusive of accrued interest) shall not be 
greater than a/% % of such par value. 

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

The Valley National Bank of Arizona is hereby 
appointed as the Bond Registrar and the Paying Agent. The 
aond Registrar shall maintain the  Bond Register for registra- 
tion of ownership of each Bond. A Bond may be transferred on 
the Bond Register upon its delivery to the Bond Registrar, 
accompanied by a written instrument of transfer in Form and 
with guaranty of signature satisfactory to the Bond Registrar, 
duly executed by such Bond's Owner or the Owner's attorney-in- 
fact or legal representative, containing written instructions 
a5 to the details of its transfer. Transfers shall not be 
egfective until entered on the Bond Register. 

In a11 eases upon the transfer of a Bond, the Bond 
Registrar will enter the transfer of ownership on t h e  Bond 
~egister and will authenticate and deliver in the transferee 
or transferee's name a new f u l l y  registered Bond or Bonds in 
denominations of $5,000 or any integral multiple thereof (no 
Bond shall be issued which relates to more than a single 
principal maturity) for the aggregate principal amount which 
the Owner is entitled to receive. The County or the Bond 
Registrar will charge the Owner for every such  transfer a n  
amount sufficient to reimburse them for any transfer fee ,  tax 
or other governmental charge required to be paid with respect 
to such transfer, and may require that such transfer fee, tax 
or governmental charge be paid befcre any such new Bond or 
Bonds shall be delivered. 

The Bond Registrar shall keep the Bond Register 
showing the Bonds' Owners and all ownership transfers. Bonds 
presented to the Bond Registrar for transfer after the close 
of business on the Record Date and before the close of 
business on the next subsequent interest payment date will be 
registered in the transferee's name but the related interest 
payment will be made to the Owners shown on t h e  Bond Register 
at the close of business on the Record Date. 

The Bond Registrar may but need not register the 
transfer of a Bond which has been s e l e c t e d  for redemption and 
need not register t h e  transfer of any Bond for a  period of 
fifteen (15) days before the selection of Bonds to be 
redeemed; if the transfer of any Bond which has been called or 
selected for call for redemption in whole or in part is 
registered, any notice of redemption which has been given to 
the transferor will be binding upon the transferee and a copy 
of the notice of redemption will be delivered t o  the 
transferee along with the Bond or Bonds. 



Section 5. Redemption Prior to Maturity. On 
behal f  of t h e  County, the chairman is authorized to aqree to 
such provisions for-redemption of the Series 1991 ~ o n d s  prior 
to maturity as he deems in the best interests of the County, 
and is authorized to include such prior redemption terms in 
the Eorm of Series 1991 Bonds and to cauc.e the Series 1991 
Bonds to include such terms. The prior redemption featur'es 
may include both optional and mandatory redemptions. 

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

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

On the date designated for 'redemption by notice 
given as herein provided, the Bonds so called for redemption 
shall become and be due and payable at the redemption price 
provided for redemption of such Bonds on such date, and, if 
m0ney.s for payment of the redemption price and accrued 
interest are held in separate'accounts by the Paying Agent, 
interest on such Bonds or portions of Bonds so called for 
redemption shall cease to accrue, such Bonds shall cease to be 
entitled to any benefit or security hereunder and the Owners 
of such Bonds shall have no rights in respect thereof except 
to receive payment of the redemption price thereof and accrued 
interest and such Bonds shall be deemed paid and no longer 
Outstanding. 

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

Whenever Bonds which are subject to mandatory  
redemption are purchased, redeemed (other than pursuant to 
mandatory redemption) or are delivered by the County t o  the 
Paying Agent for cancellation, the principal amount of the 
Bonds so retired shall satisfy and be credited against any 



mandatory redemption requirements for the respective series of 
Bonds so purchased, redeemed or cancelled of the same maturity 
for such years as the County may direct. 

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

Section 6. Bond Execution. The Bonds shall be 
executed for the County by the Chairman and shall be attested 
by the Clerk by their mania1 or facsimile signatures and by 
imprinting thereon the corporate seal of the County, and such 
officials are authorized and directed to execute the Bonds as 
aforesaid. 

Section 7, U e n t  and, Pledge of 
Revenues. T h e s  shall be payable solely from the Net 
Revenues. The Bonds shall be equally and ratably secured by a 
pledge thereof and lien thereon w i t h o u t  priority one over  the 
o t h e r .  

Section 8. Bond Farms. 

A .  The Bonds shall be in substantially the form 
attached hereto as Exhibit A allowing those executing the 
Bonds to make inserfions and deletions necessary to conform 
t h e  Bonds to t h i s  resolution and the Offer. 

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

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



Sec t ion  1 0 .  C r e a t i o n A f ~ l i c a t i m  of 
Revenues. 

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

1. The Pirna County Sewer Revenue Bond Revenue 
Fund (the 'Revenue Fund"). 

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

3 .  The P i m a  County Sewer Revenue Bond 
Principal and Interest Fund (the "Bond Fund"). 

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

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

6. The Pima County Sewer Revenue Bond Rebate 
F ~ n d  (the "Rebate Fund"). 

7. The Pima County Sewer R,evenue Bonds System 
Development Fund (the "System Development Fund"). 

8. The Pima County Revenue Bond Sewer 
Construction Fund (the WConstruction Fund"). 

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

1. Operation and Maintenance Fund. First, to 
the Operation and Maintenance Fund, on or before the tenth 
(10th) day of each month, an amount which, together with any 
money already on deposit in said Fund, will be sufficient to 
pay Operating Expenses for said month. Money in the Operation 
and Maintenance Fund shall be used only to pay Operating 
Expenses. The County may accumulate in the Operation and 
Maintenance Fund equitable allowances for accruals and 
accumulations to cover periodic Operating Expenses, including 
such items as insurance premiums and expenditures for 



renewals, replacements and repairs normally classified as 
Operating Expenses. Where items such as insurance, gasoline 
and electrical energy are purchased by the County at large, it 
may allocate to the System only its share of such expenditure, 
which allocation shall not be contestable except for fraud or 
willful misconduct by the County. 

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

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

(b) Commencing August LO, 1991, through 
June 10, 1992, one-eleventh (1/11), and 
commencing July 10, 1992, one-twelfth j1/12) of 
the principal becoming due on the next 
principal payment date on all Series 1991 Bonds 
then Outstanding. 

The proceedings pertaining to the issuance of Parity Bonds 
' shall provide for additional deposits to the Bond Fund 

sufficient to satisfy all additional or modified debt service 
requirements. 

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

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

Policy Costs owing to a Reserve Fund Guarantor shall 
be paid from the Reimbursement Fund in twelve (12) equal 
monthly installmenrs commencing the tenth day of the first 
month following a Drawdown; prov ided ,  however, that if moneys 
are available in the System Development Fund the Finance 



Director may elect to transfer moneys to the Reimbursement 
Fund and then direct that any such Policy Costs be paid at an 
earlier date or dates. Policy Costs with respect to any 
Drawdown which occurs against more than.one Reserve Fund 
Guaranty shall be reimbursed on a pro rata basis (calculated 
by reference to the maximum amounts available for such 
reimbursement). 

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

All Reserve Fund Guaranties shall be held by the 
Paying Agent  acting as fiduciary for the Owners. A11 Reserve 
Fund Guaranties shall by their terms expire no earlier than 
the final maturity date of the respective series for which 
said Reserve Fund Guaranty applies. 

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

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

(a] Ie there are investments o r  c a s h  in t h e .  
Reserve Fund, such investment shall be 
liquidated and the cash and investment 
proceeds transferred to the Bond Fund; and 

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

All money so taken from t h e  Reserve Fund to pay such 
principal and interest shall be replaced.therein from the 
first moneys in t h e  Revenue Fund thereafter received which are 
not required for current transfers into the Operation and 
Maintenance, Bond or Reimbursement Funds pursuant to 
subparagraphs ( I ) ,  (2) and (3) of this Subsection. 



The Reserve Fund shall contain two accounts, the 
Contributed Reserve Account and the Capitalized Reserve 
Account. The two accounts are created to segregate Reserve 
Fund moneys and investments to provide a means of tracking 
such deposits and investment income thereon for arbitrage 
rebate  purposes. All Reserve Fund deposits made.from Net 
Revenues or other available moneys of the County shall be 
deposited to the Contributed Reserve Account. All Bond 
proceeds deposited to the Reserve Fund shall be deposited in 
the Capitalized Reserve Account. Any proceedings hereinafter 
taken with respect to Parity Bonds may specify the amount to 
be deposited to either Account, so long as the minimum amount 
required by this resolution to be deposited to the Reserve 
Fund shall be so deposited. A 1 1  Reserve Fund Guaranties shall 
be deemed 'deposited to, and a part of, the Capitalized Reserve 
Account . 

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

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

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

7. The money in the Revenue Fund shall be 
allotted and paid into the various Funds hereinbefore estab- 
lished in the order in which said Funds are listed end if in 
any month the money in the Revenue Fund is insufficient to 



make the required deposits to any Fund, the insufficiency 
shall be made up in the following month or months after 
payment into all Funds enjoying a prior claim to the Revenues 
has been met in full. 

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

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

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

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

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

D. Cause to be kept proper books and accounts 
adapted  to the System, and cause the books and accounts to be 
audited after each Fiscal Year by a recognized independent 



certified public accountant firm-in accordance with generally 
accepted governmental accounting practices; 

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

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

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

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

H. To the extent allowed by law, discontinue the  
service to any premises for which the owner or occupant shall 
be delinquent in the payment of System charges for a period 
beyond the period allowed by County policy from time to time, 
not resume the service until all delinquent charges, with 
interest and penalties, shall have been p a i d ,  and do all 
things and e x e r c i s e  all remedies Legally available to assure 

'the prompt payment of System charges; 

I. Duly pay and discharge, from time to time, or 
cause to be paid and discharged, all taxes, assessments or 
other governmental charges, if any, lawfully imposed upon the 
System, or upon any Revenues when the same shall become due, 
as well as any lavful claims for labor, materials and supplies 
which, i f  unpaid, might by law become a lien or charge upon 
the System, or upon .zny Revenues, or which might impair the 
security of the Bonds and subject to the provisions h e r e o f ,  
will duly observe and conform to all valid governmental 
requirements pertaining to the System and to all covenants, 
terms and conditions h e r e c f ;  



J. Deposit the net proceeds realized by the County 
from any eminent domain proceeding concerning the System in 
the Revenue Fund; 

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

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

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

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

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

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

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

1. The Net Revenues for the completed Fiscal 
Year immediately preceding the issuance of the 
parity Bonds must have been at least equal to one 
hundred twenty percent (120%) of Maximum Annual Debt 



Service on all Bonds to be Outstanding immediately 
after issuance of such Parity Bonds as shown by a 
certifiate ,--- - s_igned ---- by -.-- the -- Fi.nauce.~Ri.r_e.ct.ox. - For the 
purposes of the computation required by this 
subsection, additional amounts may be added to the 
Net Revenues of the preceding Fiscal Year, as 
follows: ( i )  If all or part of the proceeds of the 
Parity Bonds are to be expended for the acquisition 
of existing sewer properties, the net revenues which 
would have been derived from the operation of such 
acquired sewer properties during the entire 
immediately preceding Fiscal Year, as estimated by 
an engineer or engineering firm having a wide and 
favorable reputation in respect to such matters, may 
be added to the Net Revenues, (ii) if during such 
preceding Fiscal Year the County has acquired 
existing sewer properties, the net revenues which 
would have been derived from the operation of such 
sewer properties during such Fiscal'Year had such' 
sewer properties been acquired and operating 
throughout such Fiscal Year, as estimated by an 
engineer or engineering firm having a wide and 
favorable reputation in respect to such matters, may 
be added to the Net Revenues, and (iii) if during 
such preceding Fiscal Year the County shall have 
increased its System rates, fees and charges, the 
increased amount which would have been received 
during such Fiscal Year had such increase been in ' 
effect throughout such Fiscal Year, as estimated by 
an engineer or engineering firm having a wide and 
favorable reputation in respect to such matters, may 
be added to the Net Revenues; 

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

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

4. The Reserve Fund Value shall be increased 
with respect to such Parity Bonds, at the Board's 
option, by: (i) the immediate deposit of Parity 
Bond proceeds or available moneys of the County to 
the Reserve Fund or the immediate delivery of a 
Reserve Fund Guaranty to the Paying Agent, or any 
combination thereof in order for the Reserve Fund 
Value to equal or exceed the Reserve Requirement 
immediately after issuance of such Parity Bonds; or 
(ii) deposits of Net Revenues to the Reserve Fund in 
approximately equal monthly installments on the 10th 



day of each month such that the Reserve Fund Value 
will equal or exceed the increased Reserve 
Requirement not later than the expiration of five 
years following the i n i t i a l  d e l i v e r y  of s u c h  Parity 
Bonds; or. (iii) any combination of the methods 
described in clauses (i] and ( i i ]  above in an 
aggregate amount equal to t h e  increase in the 
Reserve Requirement resulting from the issuance of 
such Bonds. 

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

Section 14. Bond Proceeds. 

A .  From the Series 1991 Bond proceeds, all a c c r u e d  
i n t e r e s t  shall be deposited in t h e  Bond Fund. All Series 1991 . 
Bond proceeds not retained in the Bond Fund shall be delivered 
to the Trustee and shall be invested or expended by the 
Trustee as directed in the Depository Trus't Agreement. The 
proceeds so invested or cash held by the Trustee, shall be 
held in t r u s t  by The Valley National Bank of Arizona, as the 
trustee (the "Trustee"), under the Depository Trust Agree- 
ment. After all the Bonds Being Refunded shall have become 
due and payable t h rough  maturity or redemption prior to 
matu'ri ty,  any moneys or investments remaining under the 
Depository T r u s t  Agreement over and above the amount neces- 
sary to be retained to pay any Bonds Being Refunded not yet 
presented shall be returned to the County and deposited in the 
Bond Fund. 

8. Upon delivery of the Series 1991 Bonds, the 
Treasurer is ordered and directed to transfer from the reserve 
f u n d s  pertaining to the Bonds Being Refunded to the Construc- 
tion Fund h e r e i n  created a l l  moneys and investments in such 
reserve funds, except amounts required by the Depository Trust 
Agreement to be transferred to the T r u s t e e .  All moneys so 
deposited to the Construction Fund shall be expended for the 
purposes for which the Bonds Being Refunded were o r i g i n a l l y  
issued . 

C. All moneys deposited to the Construction Fund 
from the proceeds of Parity 9onds s h a l l  be held and expended 
solely f o r  the purposes fo r  which s u c h  P a r i t y  Bonds were 
issued. 



Section 15. -ion In-orated Into t h e  
Bonds. The p - o m n s  of t h i s  resolution are deemed incorpo- 
rated into the Bonds themselves and no change, variation or 
alteration of any kind in the provisions hereof shall be made 
in any manner, except as provided in the following Section and 
S e c t i o n  17 hereof, until a11 Outstanding Bonds and interest 
d u e  thereon have been paid in full or fully provided for. 

Section 16. Resolution Modification. 

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

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

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

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

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

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

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

(7) To vest in any Reserve Fund  Guarantor the 
rights same r i g h t s  afforded herein to any Owner or to any 
other Reserve Fund Guarantor; 



(8) To provide such remedies and assurances as 
may be necessary to induce Reserve Fund Guarantors to issue 
Reserve Fund Guaranties or to induce Bond Insurers to i s s u e  
Municipal Bond Insurance P o l i c i e s  with respect to the Bonds, 
and to conform this Resolution to the Initial Agreement. 

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

Bond. 
1. Changes the maturity of any Outstanding 

2 .  Changes the interest rate on any 
Outstanding Bond. 

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

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

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

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

If, within one (1) year  from said m a i l i n g ,  t h e r e  
s h a l l  be f i l e d  with the Clerk an instrument or instruments 
executed by t h e  Owners of a t  least fifty-one percent (51%) in 
aggregate principal amount (treating the Accreted Value of a 
Capital ~pprecietion Bond at the time of calculation as its 
principzl amount) of the Bonds then Outstanding referring to 
the proposed amendatory resolution described i n  said notice 
and specifically consenting to and approving its adoption, t h e  
Board  may adopt such amendatory resolution a n d  such resoluti.on 
s h a l l  become effective. 



If the Owners of at least fifty-one percent (51%) in 
aggregate principal amount (treating the Accreted Value of a 
Capital Appreciation Bond at the time of calculation as its 
principal amount) of the Bonds Outstanding at the time of the 
adoption oE such amendment, or the predecessors in title of 
such Owners, shall have consented to the adoption thereof as 
herein provided, n o  Owner shall have any right or interest to 
object to such amendment's adoption or to object t o . a n y  terms 
or provisions therein contained or to the operation thereof or 
to enjoin or restrain the County or the Board from taking any 
action pursuant thereto. 

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

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

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

Section 17. R i q h t s  of Reserve Fund Guarantors; 
Rights of Bond Insurers. 

A. If any Bond's principal or interest shall be 
paid by a Reserve Fund Guarantor, (i) the pledge of the Net 
Revenues and all of the County's covenants, agreements and 
other obligations to the Owner hereunder shall continue to 
exist and such Reserve Fund Guarantor shall be fully subro- 
gated to all of such Owner's rights in accordance with the 
respective Agreement. 



B. For all purposes hereunder, the  County may 
treat the consent of any Bond Insurer as the consent of the 
Owners oE any Bonds then insured by such Insurer, if such Bond 
Insurer's insurance is then in effect and if the credit of 
said Insurer is then such that Bonds insured by it are rated, 
because of such insurance, in one of the two highest grades of 
municipal securities by one of the two most widely recognized 
rating agencies then r a t i n g  municipal bond credits. 

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

Section 19. Prior Redemption of Bonds Bein 
Refunded. The Treasurer is ordered and d i r e c t e d  to r:tain an 
amount of Series 3.991 Bond proceeds  and moneys i n  the 
redemption funds for the Bonds Being Refunded sufficient to 
pay on the prior redemption date all principal, interest and 
redemption premiums on all the Pima C o u n t y ,  Arizona, Sewer 
Revenue Bonds, S e r i e s  of 19801 which Bonds are called for 
redemption on September 1, 1991 if the Series 1991 Bonds are 
issued prior to July 25, 1991. If the Series 1991 Bonds are 
initially issued after July 25, 1991, the Series 1980 Bonds 
are called for redemption on a date occurring not more than 60 
days after such issuance. The Clerk of this Board is directed 
to publish and mai l  a notice of redemption of the Series 1980 
Bonds in the manner directed by this Board's Resolution No. 
1979-185. The Treasurer is ordered and directed to pay the 
premium, accrued interest to the redemption date only and 
principal on the Series 1980 Bonds upon presentation and 
surrender on or after the redemption date. 

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

" Name of Series 

Series 1984 
Refunding Series 1985 
Project of 1985 
Project of 1986 
Series of 1988 

Prior Redemption Date 

July 1, 1994 
July 1, 1993 
July 1, 1995 
July 1, 1995 
July 1, 1997 

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



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

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

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

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

Section 21. Bond Purchase Agreement Form; Authori- 
zation to Execute. A Bond Purchase Agr.eernent substantially in 
the form attached hereto and marked Exhibit E is approved and 
the Chairman is authorized to execute such Bond Purchase 
Agreement, and Clerk to attest, and to cause such Bond 
Purchzse Agreement to be delivered to the Purchasers upon 
receiving znd approving the OfEer. The Bond Purchase Agree- 
ment, when so executed and delivereB, shall evidence the 
County's agreement to sell the Series 1991 Bonds to the 
Purchasers in accordance therewith. 



The County Treasurer is authorized and directed to 
cause the  Series 1991 Bonds to be authenticated by the Bond 
Registrar and to be delivered to or upon the Purchaser's order 
upon payment therefor and satisfaction of all conditions for 
delivery thereof in accordance with the terms hereof and of 
the Bond Purchase Agreement. 

Section 22. ~uthorization of Certain Agreements. 

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

1. The Depository Trust Agreement ( s e e  m b l t  . . B 
hereto1 and 

2 .  The ~ o n d  ~egistrar and Paying Agent Agreement 
(see Exhlblt C . . hereto), 

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

B. The Chairman is authorized to execute and 
deliver an Agreement pertaining to the Series 1991 Bonds 

. between the County and the initial Reserve Fund Guarantor. 
, 

Section 23. Approval of Official Statement. The 
use and distribution of the Preliminary Official Statement 
pertaining to the original issuance o f - t h e  Series 1 9 9 1  Bonds 
In the form now on file with the  Clerk is approved and is 
"deemed finalR (except for permitted omissions) by the County 
as of its date for purposes of Securities and Exchange 
Commission Rule 15~2-12(b)(l). Either the Chairman or the 
Finance Director is authorized on behalf of the County and in 
such person's official capacity, to complete the Official 
Statement relating to the Series 1991 aonds w i t h , s u c h  modifi- 
cations, changes and supplements as may be necessary to 
conform the OfEicial Statement to the terms s e t  forth in the 
Series 1991 Bond Purchase Agreement. Such officers shall 
approve or authorize and certify, or otherwise represent, that 
such  official statement i s  the final official statement for 
the Series 1991 Bonds for the purposes of t h e  Securities and 
Exchange Commission Rule 15c2-12(b)(3) and (4). 

The Chairman is further authorized to use and 
distribute, or authorize the use and distribution of, the 
final official statement and supplements thereto in connection 
with the original issuance and sale of the Series 1991 Bonds 
2 s  may I n  the Chzirman's judgment be necessary or appropriate. 



The Chairman and the Clerk are also authorized to 
sign and deliver, on behalf of the County, and in their 
official capacities, such certificates in connection with the 
accuracy of the final official statement and any amendment 
thereto as may, in their judgment, be necessary or 
appropriate. 

Section 24-, ~ e d e r a l  Tax Law Covenants. In 
consideration of the purchase and acceptance of the Bonds bv 
the Owners and, as auihorized by ~rizona Revised statutes, a 

Title 35, Chapter 3, Article 7, and in consideration of 
retaining the exclusion of interest income on the Bonds from 
gross income for federal income tax purposes, the County 
covenants with the Owners neither to take nor fail to take any 
action which action or failure to act is within its power and 
authority and which would result in the interest income on the 
Bonds becoming includable in gross income for federal income 
t a x  purposes under either laws existing on the date of 
issuance of the Bonds or such laws as they may be modified or 
amended. 

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

~o.determine which Series 1991 Bonds are issued for 
advance refunding purposes and which are issued for prior 
redemption of the Series 1980 Bonds, the Finance Director is 
authorized and directed to allocate the various maturities of 
the Series 1991 Bonds to the Bonds Being Refunded. Such 
allocation shall be deemed binding upon the County and this 
Board. Such allocation shall be set forth in the County's no 
arbitrage statement executed and delivered with respect to the 
Series 1991 3onds. 

Section 25. Ratification of Actions. All actions 
of the officers and agents of the Councy that conf~rm to the 
purposes and intent of this resolucion and which further the 
issuance and sale of the Bonds as contemplated by this 
resolution, whether heretofore or hereafter taken, shall be 



and are ratified, confirmed and approved. The proper officers 
and agents of the County are authorized and d i r e c t e d  to do a l l  
such ac ts  and things and to execute and deliver all s u c h  
documents For the County as may be necessary to  carry  o u t  t h e  
terms and intent hereof. 

Section 26. Separability. If any section, 
paragraph or provision of this resolution shall be held to be 
invalid.or unenforceable f o r  any reason, the invalidity or 
unenforceability of such section, paragraph or provision s h a l l  
not affect any of the remaining provisions of this resolution. 

Adopted and approved t h i s  18th day of June, 1991. 

CERTIFICATION 

I hereby certify that t h e  foregoing Resolution 
No, 1991-138 was duly pzssed and adopted by the Board of 
Supervisors of Pima County, A r i z o n a  at a meeting held on 
June 18, 1991, and the vote wrs ' aye's and nay's and 
t h a t  the S u p e r v i s o r s  were present thereat. 



EXHIBIT A TO BOND RESOLUTIaN 

(Face of Bond) 

PIMA COUNTY, ARIZONA 
SEWER REVENUE REFUNDING BOND 

SERIES  1991 

Nurnbe r : Denomination: 

~nterest ' Original. 
Rate. : Maturity Date: Issue Date: CUSIP: 

Registered Owner: 

Principal Amount: 

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

Certain bonds of the series of which this bond i s  
one are subject to c a l l  f o r  redemption p r i o r  to maturity i n  
accordance with the terms set forth on the reverse of this 
bond. 

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

Principal, interest and any premium are payable in 
lawful money of the United States of America. Interest will 
be paid by check payable in such money payable to the order of 
and mailed to the registered owner at the address shown on the  
registration books maintained by the registrar at the.close of 
business on the record date as explained on the reverse 
hereof. ~dditionally, payment may also be made by wire 
transfer to DTC or t o  any Owner of Bonds (other than DTC) in 
an aggregate principal amount of at least $1,000,000 upon two 
(2) days' prior written request delivered to the Paying Agent 
by such Owner specifying a wire transfer address in the 
continental United S t a t e s .  The principal and any premium will 
be paid when due to the registered owner upon surrender of 



this bond for payment at t h e  designated office of the paying 
agent, which on the o r i g i n a l  issue d a t e - i s  the p r i n c i p a l  
corporate trust office of The Valley National Bank of Arizona, 
Phoenix, ~rizona; prov ided ,  however, that no such surrender 
shall be required i f  this bond is participating in the book- 
entry system pursuant to the resolution mentioned in the 
reverse hereof. 

See t h e  reverse side of this bond for additional 
provisions. 

It is hereby certified and recited that a11 
conditions, acts and things required by the Constitution and 
laws of the State of Arizona to exist, to occur and to be 
performed precedent to and in the issuance of this bond exist, 
have occurred and have been performed. 

The County has caused this bond to be executed by 
the Chairman of its Board of Supervisors and attested by its 
Clerk, which signatures may be facsimile signatures. T h i s  
bond is n o t  valid or binding upon the County without the 
manually affixed signature of an authorized representative of 
the registrar. 

PIMA COUNTY, ARIZONA 

(Facsimile ) 
Chairman 

ATTEST : 

(Facsimile) 
C l e r k  

. ( SEAL) 

DATE OF AUTHENTICATION AND REGISTRATION: 

This bond is one of the Pima County, Arizona Sewer 
Revenue Refunding Bonds, Series 1991, described in Resolution 
No. 1991- - mentioned on the reverse hereof. 
THE VALLEY NATIONAL BANK OF ARIZONA, 
as Registrar 

BY 
Authorized Representative 



(Form of Reverse Side of Bond) 

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

This bond and the series of which it is a part are 
payable. as to both principal and interest from and secured by 
a prior and paramount lien and pledge of the revenues, 
proceeds and receipts to be derived by the County from the 
operation of the County's sewer system (the "System") ,  subject 
only to the payment of the reasonable and necessary cost of 
operating and maintaining the System and any payments with 
respect to prior lien bonds. For purposes of this bond the 
term "prior lien bondu shall refer to: (ij Pima C o u n t y ,  
Arizona, Sewer Revenue Bonds, Series 1980, d a t e d  February 1,  

--1980, (ii) Pima County, Arizona, Sewer Revenue Bonds, Series 
1984, dated April 1, 1984, (iii) Pima County, Arizona, Sewer 
Revenue Refunding Bonds, Series 1985, dated December 1, 1985, 
(iv) Pima County, Arizona, Sewer Revenue Bonds, Project of 
19B5, dated April 1, 1986, (v) Pima County, Arizona, Sewer 
Revenue Bonds, Project of 1986, Series A (1986), dated October 
1, 1986, and (vi) Pima County, Arizona, Sewer Revenue Bonds, 
Series of 1988, dated March 1, 1988; which were refunded by 
the series of which this bond is a part. Reference is made to 
the Bond Resolution for a more complete statement of the 
provisions made to secure payment hereof, the revenues from 
which and conditions under which this bond is payable, 
statements of the terms under .which the Bond Resolution may be 
modified, and the general covenants and provisions pursuant to 
which this bond is issued. Said income and revenues are 
required by the Bond Resolution to be fully sufficient to pay 
the cost of operating and maintaining the System and to pay 
the principal of and interest on this Bond promptly as each 
becomes due and payable. The County has covenanted and does 
hereby covenant that it will fix and impose such rates and 
charges for the System's services and will collect and account 
for sufficient revenues to pay promptly the principal of and 
interest on this bond and a l l  bonds on a parity with this 
bond. This bond and the  interest hereon are enforceable 
exclusively from the revenues pledged thereto in the Bond 
Resolution and no holder hereof shall have the right to compel 
any exercise of the taxing power of the County to pay this 
bond or the interest hereon. This bond does not constitute an 
indebtedness or pledge of the County's general credit within 



t h e  meaning of any constitutional, charter or statutory 
provisions relating to the incurring of indebtedness. 

Bonds maturing on or before July 1, 1 9 ,  are not 
subject to call for redemption prior to maturity. Bonds 
maturing on or after July 1, 19 , are subject t o  call for 
redemption prior to maturity, inwhole at any time or in part, 
on July 1, 19-, or on any interest payment date thereafter, 
at the option of the County, by the payment of. a redemption 
price equal to the principal amount of each bond called for 
redemption plus accrued interest to the date Eixed for 
redemption plus a premium payable from any source lawfully 
available therefor, the premium (calculated as a percentage of 
the principal amount of the bonds to be redeemed) to be 
computed as follows: 

Redemption ~ a t e s  Premium 
July 1, 19- through and including 

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

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

January 1, 19- 
and thereafter without premium. 

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

Bonds of the series of which this bond is one 
maturing on July 1, 'are subject to mandatory redemption, 
by lot to be s e l e c t e d  by t h e  Paying Agent at a redemption 
price of par and accrued interest to the date fixed for 
redemption, without premium on J u l y  1 of t h e  years  and in the 
amounts as follows: 

Year - Amount to be Redeemed 

~otice of redemption of any bond will be mailed to 
the registered owner of the bond or bonds being redeemed at 
the address shown on the bond register maintained by the bond 
registrar, such m a i l i n g  to be not more than s i x t y  (60) nor 
less than thirty ( 3 0 )  days prior to the redemption date. 
Failure to properly give notice of redemption shall not affect 
the redemption of any bond for which notice was properly 
given. 



The registrar or paying agent may be changed by the 
County without notice. 

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

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

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

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

The following abbreviations, when used in the 
inscription on the face of this bond, shall be construed as 

A- 5. 



though they were written out in full according to applicable 
laws or regulations: 

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

entireties ( C u s t  ) ( M i n o r )  
JT TEN-as joint tenants with under Uniform Gifts/Transfers 

right of survivorship to M i n o r s  Act 
and not a s  tenants (State) 
in common 

Additional abbreviations may also be used  though n o t  in list 
above 

FOR VALUE RECEIVED the undersigned hereby sells, 
assigns and t r a n s f e r s  u n t o  - 

(Name and Address  of Transferee) 
the within bond and all rights thereunder, and hereby 
irrevocably constitutes and appoints t 

attorney to t r a n s f e r  t h e  within bond o n  the b o o k s  kept for  
registration t h e r e o f ,  with f u l l  power of substitution in t h e  
premises. 

Dated 

Note: The  signature(s) on t h i s  
ass ignment  must c o r r e s p o n d  with 
the name($) as written o n  the 
face of the within registered 
bond in every particular 
without alteration or 
enlargement o r  any c h a n g e  
whatsoever 

Signature Guaranteed: 

Commercial bank, trust company 
or member of a national securities 
exchange 



Resolution No. 199 1 -182 

(See attached copy) 
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RESOLUTION NO. 1991-137 

RESOLUTION AMENDING RESOLUTION NO. 1991-138 AND RATIFYING THE 
ADOPTION OF RESOLUTION NO. 1991-138 AS HEREIN AMENDED. 

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

WHEREAS, the County has now been presented with a 
commitment to purchase a reserve f u n d  guaranty from Financial 
Guaranty Insurance Company ("FGIC"); and 

WHEREAS8 i n  order to purchase the reserve fund 
guaranty from FGIC, Resolution No. 1991-138 must be amended to 
conform as a condition to the issuance of a reserve fund 
guaranty by FGIC; 

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

Resolution No. 1991-L38 be amended to read as 
follows (fully capitalized words indicate new matter; strike 
throughs indicate deleted matter): 

A .  That Section 9 of Resolution No. 1991-138 be 
amended t o  read a s  follows: 

Sect ion 9. Rate Covenant, The County 
covenants and agrees with the Owners that it will 
establish and maintain rates, fees and other charges 
for all services supplied by the System to provide 
Revenues fully sufficient, after making reasonable 
allowance for contingencies and errors in estimates, 
to pay all Operating Expenses and produce aggregate 
Net Revenues in each Fiscal Year equal to at least 
one hundred twenty percent (120%) of the principal 
and interest requirements on all Outstanding Bonds 
for the corresponding Bond Year (treating Variable 
Rate Obligations as bearing interest at the Assumed 
I n t e r e s t  Rate and Bonds subject to mandatory 
redemption as maturing on their respective mandatory 
redemption dates) AND SAID RATES, FEES AND OTHER 
CHARGES SHALL ALSO BE ESTABLISHED AND MAINTAINED AT 
RATES SUFFICIENT TO PROVIDE AN AMOUNT OF NET 
REVENUES FOR THE THEN CURRENT FISCAL YEAR WHICH, NET 
OF THE AGGREGATE AMOUNTS REQUIRED TO BE DEPOSITED TO 
THE BOND FUND DURING SUCH FISCAL YEAR, WILL BE 
SUFFICIENT TO PROVIDE AT LEAST ONE HUNDRED PERCENT 
(100%) OF THE CITY'S POLICY COSTS DUE AND OWING IN 
SUCH FISCAL YEAR. 



8 ,  That Section 108(2) be amended to read as 
follows : 

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

( a )  Commencing August SEPTEMBER 10, 1991, 
through December 10, 1991, one-f3fth f&f5$  
ONE-FOURTH f1/4), and commencing January LO, 
1992, one-sixth (1/6) of the interest becoming 
due on the next interest payment date on all 
Series 1991 Bonds then Outstanding; and 

(b) Commencing August SEPTEMBER 10, 1991, 
through June 10, 1992, one-e2eventh t&f33? ONE- 
TENTH (1/10), and commencing July 10, 1992, 
one-twelfth (1/12) of the principal becoming 
due on the next principal payment date on all 
Series 1991 Bonds then Outstanding. 

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

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

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

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

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

FOR ALL PURPOSES OF SECTION i 2 ,  EXCEPT THE GIVING OF 
NOTICE OF DEFAULT TO BONDHOLDERS, THE BOND INSURER SHALL BE 
DEFAED TO BE THE SOLE HOLDER OF THE BONDS IT HAS INSURED FOR 



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

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

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

throughout such Fiscal Year, as estimated by an 
engineer or engineering firm having a wide and 
favorable reputation in respect to such matters, may 
be added to the Net Revenues, and (iii] if during 
such preceding Fiscal Year the County shall have 
increased its System rates, fees and charges, the 
increased amount which would have been received 
during such Fiscal Year had such increase been in 
effect throughout such Fiscal Year, as estimated by 
an engineer or engineering firm having a wide and 
favorable reputation in respect to such matters, may 
be added to the Net Revenues; 

E. That Section 16 of said Resolution No. 1991-138 
be amended by adding a new Section C to read as follows: 



C- ANY OTHER PROVISION OF THIS SECTION 16 TO TEE 
C O N T a Y  NOTWITHSTANDING, NO AMENDMENT TO RESOLUTION 
NO. 1991-138 SHALL BECOME EFFECTIVE UNLESS AND UNTIL 
IT IS APPROVED BY ALL BOND INSURERS AND RESERVE FUND 
GUARANTORS APPLICABLE TO THE BONDS. 

F. Section 18 of said Resolution No. 1991-138 is 
amended to read as follows: 

Section 18. Method of Valuation; Frequency. 
In computing the amount in any fund or account, 
permitted ~nvestments shall be valued at their 
market value EXCLUSIVE OF ACCRUED INTEREST. 
With respect t o  all.Funds and Accounts, valuation 
shall occur annually ON TRE FIRST BUSINESS DAY OF 
EACH BOND YEAR and immediately upon a withdrawal 
from the Reserve Fund. 

F. Section 19 of said Resolution No. 1991-138 is 
amended to read as follows: 

Section 19. Prior Redemption of Bonds Bein 
Refunded. The Treasurer is ordered and directedPto 
retain an amount of Series 1991 Bond proceeds and- 
monevs in the redemption funds for the Bonds Being 
~ e f  uhded sufficient- to pay on the prior redemption 
date all principal, interest and redemption premiums 
on all the Pina County, Arizona, Sewer Revenue 
Bonds, Series of 1980; which Bonds are called for 
redemption on September 1, 1991 if the Series 1991 
Bonds are issued prior to July 25, 1991. If the 
Series 1991 Bonds are initially issued after July 
25,  1991, the Series 1980 Bonds are called for 
redemption on a date uccurrinq n o t  more than 60 89 
days after such issuance. The Clerk of this Board 
is directed to publish and mail a notice of 

- redemption of the Series 1980 Bonds in'the manner 
directed by this Board's Resolution No. 1979-185. 
The Treasurer is ordered and directed to pay the 
premium, accrued interest to the redemption date 
only and principal on the Series 1980 Bonds upon 
presentation and surrender on or after the 
redemption date. 

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



Name of Series 

Series 1.984 
Refunding Series 1985 
Project of 1985 
Project of 1986 
Series of 1988 

Prior Redemption Date 

July 1, 1994 
July 1, 1993 
July 1, 1995 
July 1, 1995 
July 1, 1997 

Bonds of any of the above-mentioned s e r i e s  maturing 
on or before the prior redemption date' will be paid 
in the normal manner. 

A .  In all other respects Resolution No. 1991-138, 
as laid before this Board on June 18, 1991, shall remain the 
same. As so amended by this resolution, Resolution No. 1991- 
138 is hereby ratified. Further, this Board hereby 
incorporates all unamended provisions of said R e s o l u t i o n  N o .  
1991-138 in to  t h i s  resolution as if set forth and as i f  
adopted as a part hereof. 

PASSED, ADOPTED AND IlPPROVED this 6th day of August, 
1991. 

. 

1- ~ & C y l  
R EST: C h a i r d n ,  Board of ~u~ervisors\ - P, .AUG 6 1991 

. . I 
i 

CERTIFICATE 

I hereby certify that the foregoing Resolution 
No,. 1991-\Y-1 was duly passed and adopted by the Board of 
Supervisors of Pima County, Arizona, at a meeting he d on 
August A, 1991, and the vote was 3 aye 's  and ,2 nay's 
and that the Supervisors were present thereat. 

!'I c , 3 /9/7 ' ' f  -r 1/2.n? ) ) A . . , / . ~ . / ~ + ? , , Y L ~  
k ,  so-ard of ~Guervisors of 

/-$irna County, Arizona 
/ 
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RESOLUTION NO. 2006- 278 

A RESOLUTION OF THE--BOARD OF SUPERVISORS OF' PIMA 
COUNTY, ARIZONA ORDERING THE SALE OF NOT TO EXCEED 
$50,000,000 PRINCIPAL AMOUNT OF PIMA COUNTY, ARIZONA, 
SEWER REVENUE BONDS. 

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

Section 1. Pima County, Arizona, Sewer Revenue Bonds, in the principal amount of 
not to exceed $50,000,000 (the "Bonds") are hereby ordered to be sold in accordance with the 
Notice Inviting Bids for the Purchase of Sewer Revenue Bonds (the "Notice Inviting Bids") in 
substantially the form attached hereto as Exhibit A. The Bonds are authorized pursuant to 
special bond elections held in and for Pirna County, Arizona (the "County") on November 4, 
1997 and May 18,2004. 

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 A, until the sale date 
and time specified therein, provided that the sale date and time for the Bonds will be postponed 
to a 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 a more favorable net interest cost for the Bonds by 
delaying the receipt of bids for the Bonds until a later date and time. 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 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 
A 

By: 

ATTEST: 

By: 
Clerk, Board of Supervisors 

APPROVED AS TO FORM: 

SQUIRE, SANDERS & DEMPSEY L.L.P., Bond Counsel 

By: 
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EXHIBIT A 

NOTICE INVITING BIDS FOR THE PURCHASE OF 
SEWER REVENUE BONDS 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 200- 

NOTICE IS HEREBY GIVEN that unconditional bids will be received to and including 
the hour of 10:30 A.M., Mountain Standard Time (M.S.T.), on ,200-, only through 
the facilities of PARITYO ("PARITY") by Pima County, Arizona (the "County"), for the 
purchase of all, but not less than all, of $ aggregate principal amount of its Sewer 
Revenue Bonds, Series 200- (the "Sewer Revenue Bonds"), unless the County acting through 
the County Administrator or his designee postpones receipt of bids to a later date. A 
determination to postpone the sale date will be made and announced by 10:30 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 sewer 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 
10:30 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 Group's-BIDCOMP Competitive Bidding System is required in order to submit a bid. 
The County will neither c o n f i i  any subscription nor be responsible for the failure of any 
prospective bidder to subscribe. The County is using PARITY as a communications media, and 
not as the County's agent, to conduct electronic bidding for the Sewer Revenue Bonds. 

All bids made through the facilities of PARITY shall be deemed irrevocable offers to 
purchase the Sewer Revenue Bonds on the terms provided in this Notice Inviting Bids for the 
Purchase of Sewer Revenue Bonds and shall be binding upon the bidder. Neither the County nor 
RBC Capital Markets, the County's Financial Advisor, shall be responsible for any malfunction 
or mistake made by, or as a 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 Sewer Revenue Bonds 
conflicts with information provided by PARITY as the approved provider of electronic bidding 
services, this Notice Inviting Bids for the Purchase of Sewer Revenue Bonds shall control. 
Further information about PARITY, including any fee charged, may be obtained from 
BIDCOMPPARITY, 1395 Broadway, 2nd Floor, New York, New York, 100 18, Attention: 
Customer Support (212) 849-5021. 
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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 Sewer Revenue Bonds and the Official Bid Form. 

THE SEWER REVENUE BONDS: The Sewer Revenue Bonds will be dated 
1, 200 J [the date of initial delivery thereof], and will bear interest from such date 

to the maturity or earlier redemption of each of the Sewer Revenue Bonds at a rate or rates none 
of which may exceed twelve percent (12%) per a n n u ,  payable on 1 , 2 0 ,  and 
semiannually thereafter on January 1 and July 1 of each year during the term of each of the 
Sewer Revenue Bonds. The Sewer Revenue Bonds are to mature on July 1 in the years and in 
the amounts as follows: 

Due July 1 Principal Amount Due July 1 Principal Amount 

PURPOSE: The Sewer Revenue Bonds are being issued pursuant to the Constitution 
and laws of the State of Arizona, including Chapter 2, Article 4 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 , 2 0 0  and a 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 (1) providing funds for the construction, 
acquisition and improvement of the sewer system of the County and (2) paying costs relating to 
the issuance of the Sewer Revenue Bonds. 

OPTIONAL REDEMPTION: The Sewer Revenue Bonds maturing on or before July 
1, 20 are not subject to call for redemption prior to their respective maturity dates. The 
Sewer Revenue Bonds maturing on or after July 1,20 are subject to call for redemption on 
any date on or after July 1, 20 at the election of the County, in whole or in part fiom 
maturities selected by the County and within any maturity by lot, by the payment of a 
redemption price equal to the principal amount of each Sewer 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 Sewer 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 Sewer 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 Sewer Revenue Bonds. One fully registered Sewer Revenue Bond, in the 
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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 
Sewer Revenue Bonds will be availabIe in book entry form only through direct or indirect 
participants in DTC, in the principal amount of $5,000 or any integral multiple thereof. 
Beneficial owners of the Sewer Revenue Bonds will not receive certificates representing their 
interests in the Sewer 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 
Sewer 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 Sewer 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 Sewer 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 Sewer Revenue Bonds one or more 
bond certificates in such principal amount or amounts, in denominations of $5,000 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 Sewer 
Revenue Bonds, but no failure to assign such numbers to any Sewer 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 Sewer Revenue Bonds in accordance with the terms of the sale. No 
CUSIP number shall be deemed to be a part of any Sewer 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 Sewer Revenue Bonds. 

INTEREST RATES AND OFFERING PRICES: Bids for the purchase of the Sewer 
Revenue Bonds must state the rate or rates of interest to be paid and not bid at a price less than 
the par value of the Sewer Bonds, together with all accrued interest thereon at the date of 
delivery of the Bonds, will be considered. All Sewer 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 (1-112%) per annum. Interest will be calculated on the basis of a 360-day year of twelve 
30-day months. Interest rates must be expressed in multiples of one-eighth (118th) or one- 
twentieth (1120th) of one percent (1 %). 

Any interest rate bid which would result in an interest payment amount having fractional 
cents will be deemed a waiver of the right to payment of such fractional cents. No fractional 
cents will be paid or accumulated for payment on any Sewer Revenue Bond. 
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SECURITY: Principal of and interest on the Sewer Revenue Bonds are payable solely 
from the net revenues derived fiom the operation of the sewer system of the County. The Sewer 
Revenue Bonds shall not constitute a debt or obligation of the County within the meaning of any 
constitutional or statutory debt limitation, nor shall payment of the Sewer 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 a premise, either 
that the payment of principal of and interest on the Sewer Revenue Bonds will be insured at the 
bidder's expense, or that the Sewer 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 a policy will be issued, the successful bidder shall cause the policy to be issued at the 
bidder's expense. 

FORM OF BID; SURETY BOND: The prescribed form of bid for the Sewer Revenue 
Bonds will be available on the PARITY system and all bids must be submitted on that form. All 
bids must be covered by a financial surety bond fiom 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 Sewer Revenue Bonds (the "Deposity'). The financial surety bond must identify 
each bidder whose bid is guaranteed by such financial surety bond. The bidder to whom the 
Sewer Revenue Bonds are awarded must submit its Deposit to the County, in the form of a 
certified check or wire transfer as instructed by the ~inancial Advisor, not later than 10:30 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 Sewer Revenue 
Bonds or retained and forfeited as liquidated damages in the event such bidder does not take up 
and pay for the Sewer Revenue Bonds immediately upon the County's satisfaction of d l  
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 Sewer Revenue 
Bonds. 

RIGHT OF m C T I O N :  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 Sewer 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 Sewer Revenue Bonds based upon the total principal amount of Sewer 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 Sewer Revenue Bonds will be made to the 
purchaser upon payment in immediately available funds in Tucson, Arizona, or, at the 
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purchaser's 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 a party include notice that such 
contract is subject to cancellation, within three (3) years after its execution, by the State, or the 
political subdivision, including the County, department or agency which is a 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 Sewer 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 Rave been retained by the County as Bond Counsel and in such capacity 
are to render their opinion only upon the legality of the Sewer Revenue Bonds under Arizona law 
and on the exclusion of the interest on the Sewer Revenue Bonds -from the gross income of the 
owners of the Sewer Revenue Bonds for federal and state of Arizona income tax purposes. Fees 
of Bond Counsel will be paid from the Sewer Revenue Bond proceeds. 

TAX EXEMPT STATUS: The Internal Revenue Code of 1986, as amended (the 
"Code") prescribes a number of qualifications and conditions which apply to the Sewer Revenue 
Bonds, including investment restrictions, periodic payments of arbitrage profits to the United 
States, requirements regarding the proper use of Sewer 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 Sewer Revenue 
Bonds to be excludable from gross income. Failure to comply with certain of such covenants 
could cause interest on the Sewer Revenue Bonds to become includable in gross income 
retroactive to the date of issuance of the Sewer 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 Sewer Revenue Bonds are not "private 
activity bonds" under the Code, and interest on the Sewer Revenue Bonds will not be includable 
in gross income of the owners thereof for federal or Arikona 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 Sewer Revenue Bonds may be subject to certain federal taxes 
imposed only on certain corporations, including the corporate alternative minimum tax on a 
portion of that interest. 

Ownership of the Sewer Revenue Bonds may result in collateral federal income tax 
consequences to certain taxpayers. Prospective purchasers of the Sewer Revenue Bonds should 
consult their tax advisors as to applicability of any such collateral consequences. Bond counsel 
wilI express no opinion regarding these consequences. 
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CERTIFICATE TO BE DELIVERED BY SUCCESSFUL BIDDER: 
Simultaneously with or before delivery of the Sewer Revenue Bonds, the successful bidder shall 
fwnish to the County a certificate acceptable to Bond Counsel to the effect that (i) all of the 
Sewer 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 Sewer Revenue Bonds, based upon their assessment 
of the then prevailing market conditions, they reasonably expected that all Sewer 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 Sewer Revenue Bonds were the fair market value of such Sewer Revenue Bonds as 
of the sale date. 

CERTIFICATES TO BE DELIVERED BY COUNTY: Representatives of the 
County will deliver certificates to the effect that (i) no litigation is pending affecting the issuance 
and sale of the Sewer Revenue Bonds and (ii) to their best knowledge, information and belief, 
the information contained in the Official Statement relating to the Sewer Revenue Bonds is true 
and correct in all material respects. The County will also deliver a tax compliance certificate 
covering its reasonable expectations concerning use of the proceeds of the Sewer 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 Sewer 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 
bidder's 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 Sewer 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. 

Within seven (7) business days after the award of the Sewer 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 bidder's 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 a continuing disclosure 
undertaking with respect to the Sewer Revenue Bonds, which undertaking will be described in 
the Official Statement. 
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ADDITIONAL INFORMATION: Copies of the prescribed bid form and the Official 
Statement relating to the Sewer 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) 38 1-5368. 

PIMA COUNTY, ARIZONA 

/s/ Lori Godoshian 
Clerk, Board of Supervisors 
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MATURITY DATES, PRINCIPAL AMOUNTS AND BOND YEAR LIFE 

$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERlES 200- 

Maturity 
Dates Principal Bond Cumulative 

(July 1 Amounts Years Bond Years 

Average Bond Life: Years 
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PlWIEILilMlINARY OFIFICIIAIL STATEMENT DATED JANUARY 8,2007 

FEW ISSUE - BOOK-ENTRY ONLY RATINGS:  See "Ratings" herein 
W X  c c In the opinion of Squire. Sanders & Dempsey L.L.P., Bond Counsel, under existing law (i) assuming compliance with certain covenants and the accuracy of certain represen/otions. 
3 w  , 3 interest on the BondF is excludedjrum gross incume for federol income tax purposes and is nor an item oftax prefirencejbrpurpases of the federal alternative minimum tax imposed 

9 g on individuals and corporations and (ii) interest on the Bond is excmptjrom Arizona slate income tax. Interest on the 5onds'inay be subjecr to certain/ederol taxes imposed only on 
cerloin corporations, including fhe corporate allernalive minimum tax on o portion of that interest. For a more complete discussion of tar aspects, see "TAXEXEMPTION" herein. - 

L - 
0 5 

Dated: January 1,2007 

$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 
Due: July 1, as shown on next page 

The Sewer 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 $5,000 and integral multiples thereof and will bear intercst 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 1 and July 
I (each an "Interest Payment Date"), commencing July 1,2007. Interest will be paid on each lnterest 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 a 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 a wire transfer address in the continental United States by any rcgistered owner owning an aggregate 
principal amount of at least $1,000,000. Principal of  the Bonds will be payable at the designated corporate trust oflice of The Bank of New York Trust Company, 
N.A., or any successor thereto, as registrar and paying agent. 

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

The Bonds arc bcing issued for the purpose of providing funds to (i) make various improvements in the County's sewer system (the "System") and to (ii) pay 
costs relating to the issuance of the Bonds. 

Principal of and intercst on the Bonds is payable solely from and secured by a pledge of the Net Revenues of the System on a parity of lien with certain 
outstanding sewer revenue debt and additional parity debt that may be issued or incurred in the future undcr the herein-described Sewer Bond Resolution. The Bonds 
arc not general obligations of the County or a charge against the general credit or taxing power of the County. The County is not liable for the payment of the Bonds 
from any sources of funds except from the sources and funds described herein. See 'THE BONDS - Security and Source of Payment" herein. 

The County initially intends to utilize thc book-entry-only systcm 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 systcm will affcct the method and timing of payment and the method 
of transfer o f  beneficial interests in thc Bonds. So long as the book-entry-only system is in effect, the County will issue a 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 (thc "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. 

Due 
July 1 

2007 
2008 
2009 
2010 
201 1 
2012 
2013 
2014 
2015 
2016 

Principal Interest 
Amount Rate 

$2,665,000 
1,550,000 
1,625,000 
1,7 10,000 
1,795,000 
1,885,000 
1,980,000 
2,075,000 
2,180,000 
2,290,000 

MATURITY SCHEDULE 
Due 

Yield July 1 

201 7 
2018 
2019 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 

Principal Interest 
Amount Rate Yield 

$2,405,000 
2,525,000 
2,050,000 
2,785,000 
2,925,000 
3,070,000 
3,220,000 
3,385,000 
3,550,000 
3,730,000 

(Accmed Interest to be Added) 

This cover page contains only a brief description of the Bonds and the security therefor. It is not intended to be a summary of material 
information with respect to the Bonds. Investors should read the entire Official Statement to obtain information necessary to make an informed 
investment decision. 

The Bonds are oflered when, ar and fissued by the Couniy subject to the approving opinion of Squire, Sanders & Dempsey L.L.P.. Bond Counsel, 
as 10 validiiy and tax exemption. I1 is expected that /he Bonds will be availoble for delivery through the facilities ofDTC in New York New York 

on or about January 25.2007. 
January-, 2007 

SALE DATE AND TIME: JANUARY 16,2007,10:30 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 Pima County, Arizona (the "Countyn) 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 Ofilcial 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 a re  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 3(a)2 and 3(a)12, 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 a solicitation of an offer to buy in any 
state 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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$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

INTRODUCTORY STATEMENT 

This Official Statement, including the cover page and the Appendices hereto, has been prepared by Pirna County, 
Arizona (the "County") in connection with the original issuance and sale by the County of its Sewer Revenue Bonds, 
Series 2007 (the "Bonds") identified on the cover page hereof. 

A11 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 past 
experience, as is shown by that financial and other information, will necessarily continue or be repeated in the future. 

References to provisions of Arizona law, whether codified in the Arizona Revised Statutes or uncodified, or of the 
Arizona Constitution, are references to those current provisions. Those provisions may be amended, repealed or 
supplemented. 

THE BONDS 

Authorization and Use of Funds 

The Bonds are issued pursuant to the Constitution and laws of the State of Arizona, including specifically Title 11, 
Chapter 2, Article 4, Arizona Revised Statutes and all amendments thereto, and more specifically under the provisions of 
(i) Resolution No. 1991-138 adopted by the County's Board of Supervisors (the "Board") on June 18, 1991, as amended 
by the Board on August 6, 1991, and (ii) a supplemental authorizing resolution, which supplemental resolution provides 
for the issuance of the Bonds, to be adopted by the Board on January 16, 2007* (collectively, the "Sewer Bond 
Resolution"). Excerpts of the Sewer Bond Resolution are presented in Appendix G. 

The Bonds offered herein represent a portion of the remaining authorization approved at special bond elections held 
on May 20, 1997 and May 18, 2004. After the sale and delivery of the Bonds, the County will have $153,942,383 
principal amount of authorized but unissued sewer revenue bonds remaining for issuance. 

Proceeds of the sale of the Bonds will be used to provide funds to (i) make various improvements in the County's 
sewer system (the "System") and (ii) pay costs relating to the issuance of the Bonds. 

General Description 

The Bonds will be dated January 1, 2007 and will be issued in the form of fully registered bonds in denominations 
of $5,000 or any integral multiple thereof. The Bonds will bear interest from January 1, 2007, payable semiannually on 
January 1 and July 1 (each an "Interest Payment Date"), commencing July 1,2007. 

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 a Saturday, Sunday 

*Preliminary, subject to change. 



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 a wire transfer address in the continental United States by any registered owner 
owning an aggregate principal amount of Bonds of at least $1,000,000 and the principal of the Bonds will be payable at 
maturity upon surrender of the Bonds to The Bank of New York Trust Company, N.A., as the bond registrar and paying 
agent (the "Bond Registrar" and "Paying Agent" as applicable). 

Security and Source of Payment 

Principal and interest on the Bonds are payable solely from the revenues derived by the County from the operation 
of its sewer system (the "System") after provision has been made for the payment of the reasonable and necessary 
expenses of the operation and maintenance of the System (the "Net Revenues"). The Bonds will be on a parity of lien on 
such Net Revenues with the County's outstanding Sewer Improvement and Refimding Revenue Bonds, Series 1998, Sewer 
Revenue Refinding Bonds, Series 2001, and Sewer Revenue Refunding Bonds, Series 2004, and certain loan agreements 
between the Water Infrastructure Finance Authority of Arizona ("WIFA") and the County, as borrower, dated February 1, 
1996, June 1, 1997, October 27, 2000 as amended, and May 1 1, 2004, as amended (collectively, the "Outstanding Parity 
Bonds") and additional parity bonds that may be issued in the fiture as provided in the Sewer Bond Resolution 
(collectively with the Bonds and the Outstanding Parity Bonds, the "Parity Bonds"). The aggregate principal amount of 
Parity Bonds that will be outstanding after the issuance of the Bonds will be $185,892,237. See "Parity Bonds" below and 
"SEWER REVENUE BONDS TO BE OUTSTANDING herein. 

Redemption 

The Bonds maturing on or before July 1,2017 are not subject to call for redemption prior to their respective maturity 
dates. The Bonds maturing on or after July 1,2018 are subject to call for redemption on any date on or after July 1, 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 a 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. (DTC's 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 world's largest depository, is a limited-purpose trust company organized under the New York Banking 
Law, a "banking organization" within the meaning of the New York Banking Law, a member of the Federal Reserve 
System, a "clearing corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing 
agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and 
provides asset servicing for over 2 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, 
and money market instruments from over 85 countries that DTC's participants ("Direct Participants") deposit with DTC. 
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in 
deposited securities, through electronic computerized book-entry transfers and pledges between Direct Participants' 



accounts. This eliminates the need for physical movement of securities certificates. Direct Participants include both U.S. 
and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations. 
DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC, in turn, is owned 

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

Purchases of beneficial interests in the Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual purchaser 
of a beneficial interest in a 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 DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of 
DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such other nominee effect no 
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC's records 
reflect only the identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the 
Beneficial Owners. The Direct 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 Sewer 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, DTC's 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 a Direct Participant in accordance with DTC's 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 a 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. DTC's 
practice is to credit Direct Participants' accounts, upon DTC's receipt of hnds and corresponding detail information from 
the County or the Paying Agent on the payable date in accordance with their respective holdings shown on DTC's records. 
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is 

the case with securities held for the accounts of customers in bearer form or registered in "street name," and will be the 
responsibility of such Participant and not of DTC, the Paying Agent, or the 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 a 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 a 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 (1) THE 
ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY DIRECT PARTICIPANT, OR ANY INDIRECT 
PARTICIPANT; (2) ANY NOTICE THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO THE OWNERS OF 
THE BONDS UNDER THE SEWER BOND RESOLUTION; (3) THE SELECTION BY DTC OR ANY DIRECT 
PARTICIPANT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE PAYMENT IN THE EVENT OF A 
PARTIAL REDEMPTION OF THE BONDS; (4) 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; (5) ANY CONSENT GIVEN OR 
OTHER ACTION TAKEN BY DTC AS THE OWNER OF BONDS; OR (6) 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 registrar with an appropriate instrument of transfer executed by the 
transferor. 

Reserve Fund 

The Sewer Bond Resolution requires that the County maintain a Reserve Fund which secures the payment of all 
Outstanding Parity Bonds and subsequently issued Parity Bonds without preference or priority of bonds of any series. The 
Sewer Bond Resolution requires that the Reserve Fund be maintained in an amount equal to the Reserve Requirement, 
which is equal to average annual debt service on all Outstanding Parity Bonds, or such lesser amount as may be required to 
preserve the sewer revenue bonds' status as tax-exempt obligations under the Internal Revenue Code. The Sewer Bond 
Resolution provides that the Reserve Fund be further funded, if necessary in connection with the issuance of the Bonds 
and adjusted upon the issuance of Parity Bonds by (i) the immediate deposit of bond proceeds or available moneys of the 
County into the Reserve Fund or the immediate delivery to the Paying Agent of a Reserve Fund Guaranty, or any 
combination thereof, in order for the Reserve Fund Value to equal or exceed the Reserve Requirement; or (ii) within five 
years following the delivery of the Bonds or any Parity Bonds, deposits of Net Revenues to the Reserve Fund in 



approximately equal monthly installments on the 10th day of each month such that the Reserve Fund Value will equal or 
exceed the Reserve Requirement not later than the expiration of such five-year period; or (iii) any combination of the 
methods described in clauses (i) and (ii) above in an aggregate amount equal to the Reserve Requirement. 

If the Reserve Fund is hnded with cash and investment and any amount thereof is subsequently withdrawn and 
transferred to the Bond Fund to pay debt service on the Bonds such that the Reserve Fund Value is less than the Reserve 
Requirement, the County is required to deposit to the Reserve Fund from Net Revenues the amount of any such deficiency 
in twelve (12) equal monthly installments. 

The County has previously delivered for the benefit of the Reserve Fund surety bonds issued by Financial Guaranty 
Insurance Company ("Financial Guaranty"), AMBAC Indemnity Corporation ("AMBAC Indemnity") and MBIA 
Insurance Company ("MBIA") satisfying the requirements of a Reserve Fund Guaranty under the Sewer Bond Resolution, 
in an amount equal to the Reserve Requirement for all outstanding sewer revenue bonds. If any additional amounts are 
required as a result of an increase in the Reserve Requirement resulting from the issuance of the Bonds, the County intends 
to meet the additional requirement with a Reserve Fund Guaranty. 

Rate Covenant 

The County has covenanted under the Sewer Bond Resolution to establish and maintain rates, fees and charges for 
services supplied by the System sufiicient to pay the maintenance and operation costs of the System and to produce an 
aggregate amount of Net Revenues in each fiscal year equal to at least 1.20 times the Annual Debt Service Requirement 
for the corresponding Bond Year on all Outstanding Parity Bonds (treating any variable rate Parity Bonds hereafter issued 
as bearing interest at the Assumed Interest Rate and Parity Bonds subject to mandatory redemption as maturing on their 
respective mandatory redemption dates) and sufficient to pay any Policy Costs (as defined in the Reserve Fund Guaranty) 
during such Bond Year. 

Parity Bonds 

Under the provisions of the Sewer Bond Resolution, the County may issue additional Parity Bonds secured by the 
Net Revenues, if Net Revenues for the immediately preceding Fiscal Year (as shown by a certificate of the County's 
Director of Finance and Risk Management) are at least equal to 1.20 times Maximum Annual Debt Service coming due in 
any Bond Year on all Parity Bonds then outstanding and the proposed Parity Bonds to be issued, and are sufficient to pay 
any Policy Costs during such Bond Years. Under certain conditions set forth in the Sewer Bond Resolution, additional 
amounts may be added to Net Revenues for the purpose of calculating the Parity Bonds test. See Appendix G "Summary 
of Resolution No. 1991-138 (as Amended and Supplemented) Authorizing the Issuance of the Bonds." 



SEWER REVENUE DEBT TO BE OUTSTANDING 

The following chart lists the sewer revenue debt of the County that is currently outstanding and that will be 
outstanding after the issuance of the Bonds. 

Date of Original 
Issue Amount Purpose 

03-0 1-96 $1 1,3 13,350 Refbnding (a)@) 
08-06-97 7,500,000 Sewer Improvements (b) 
05-01-98 29,185,000 Sewer Improvements 
10-27-00 61,180,286 Sewer Improvements (b)(c) 
04-0 1-0 1 19,440,000 Refunding 
05-0 1-04 25,770,000 Refimding 
05-1 1-04 19,967,33 1 Sewer Improvements @)(d) 

Total Direct Sewer Revenue Bonded Debt Outstanding 
Plus: The Series 2007 Bonds offered herein 

Original 
Maturity 

Dates 

7-1-04/12 
7-1-0111 1 
7-1-01-15 
7-1-02-16 
7-1-04115 
7- 1-0511 5 
7-1 -07124 

Balance 
Outstanding 

$ 9,069,388.26 
3,670,007.52 

17,655,000.00 
49,089,53 1.99 
14,980,000.00 
22,890,000.00 
18,538,309.17 

$135,892,236.94 
50.000.000.00 

Net Direct Sewer Revenue Bonds Outstanding $1 85,892,236.94 

(a) Proceeds of the loan were used to refund in advance of maturity $5,025,000 of the Sewer Revenue Bonds, Series 
1992, $2,845,000 of the Sewer Revenue Bonds, Series 1993 and $2,650,000 of the Sewer Revenue Bonds, Series 
1994B. The debt service requirements on the refimded bonds are secured for payment by U.S. Government Securities 
which are held in an irrevocable trust. 

(b) Represents finds borrowed under separate loan agreements with WIFA. 

(c) On October 27, 2000, the County entered into certain Loan Agreements with WIFA totaling $40,000,000. In 
December 2001, the County amended those Loan Agreements and added an additional $21,180,286. 

(d) May 11, 2004, the County entered into certain Loan Agreements with WIFA totaling $1 8,015,219. In September 
2005, the County amended those Loan Agreements and added an additional $1,952,112. Amount outstanding as of 
November 21,2006. 



Fiscal 
Year 
2006 
2007 
2008 
2009 
2010 
201 1 
2012 
2013 
2014 
201 5 
2016 
2017 
2018 
2019 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 

PIMA COUNTY, ARlZONA 
STATEMENT OF NET REVENUES, 
DEBT SERVICE REQUIREMENTS 

AND PROJECTED COVERAGE 

Net Revenues Outstanding 
Available for Debt Sewice 

Debt Service(a) Reauirernents 
$48,452,577 

$16,422,395 
16,447,430 
16,453,327 
15,565,883 
16,608,054 
17,349,316 
15,213,349 
14,714,627 
15,615,800 
7,148,337 
7,164,978 
1,423,808 
1,423,179 
1,422,529 
1,421,858 
1,421,164 
1,420,448 
1,4 19,708 

13,571 

Plus: 
The Bonds 

Dated: January 1,2007 

Princi~al Interest (b) 

Total Debt 
Service 

Reauirements 

Debt 
Sewice 

Coverage 
(c) 

(a) Net Revenues of the System reported by the County for fiscal year 2005-06. 

(b) The first Interest Payment Date is July 1, 2007. Interest is Estimated at an average interest rate of 5.00%. 

(c) Under the provisions of the Sewer Bond Resolution, the County may issue Parity Bonds secured by the Net 
Revenues, if Net Revenues for the immediately preceding Fiscal Year are at least equal to 1.20 times maximum 
Annual Debt Service coming due in any Bond Year on all Parity Bonds then outstanding. See "THE BONDS - 
Parity Bonds" herein. 

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

*Preliminary, subject to change. 



TAX EXEMPTION 

General 

In the opinion of Squire, Sanders & Dempsey L.L.P., Bond Counsel, under existing law (i) 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 a 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 hture 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. 

A 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 a federal branch profits tax imposed on certain foreign 
corporations doing business in the United States and to a federal tax imposed on excess net passive income of certain S 
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 cany 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 ("OID"). OID is the excess of the stated redemption price at maturity (the 
principal amount) over the "issue price" of a Discount Bond. The issue price of a 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 a substantial amount of the Discount Bonds of the same maturity is sold pursuant to that offering. For federal income 
tax purposes, OID accrues to the owner of a Discount Bond over the period to maturity based on the constant yield method, 
compounded semiannually (or over a shorter permitted compounding interval selected by the owner). The portion of OID that 
accrues during the period of ownership of a Discount Bond (i) is interest excluded from the owner's 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 ownefs tax basis for purposes of determining gain or loss on the maturity, redemption, prior 
sale or other disposition of that Discount Bond. 



A purchaser of a 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 a 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 a Premium Bond, based on the yield to scheduled principal payment 
date of that Premium Bond (or, in the case of a 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 a 
Premium Bond. For purposes of determining the owner's gain or loss on the sale, payment (including payment at the 
scheduled principal payment date) or other disposition of a Premium Bond, the owner's tax basis in the Premium Bond is 
reduced by the amount of premium that accrues during the period of ownership. As a result, an owner may realize taxable 
gain for federal income tax purposes from the sale or other disposition of a Premium Bond for an amount equal to or less than 
the amount paid by the owner for that Premium Bond. A purchaser of a 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 a 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 a certificate to that effect at the time of the original delivery of the Bonds. 

The County has been named as a 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 

The Bonds have been rated "Al" by Moody's Investors Service and "A+" by Standard & Poor's Ratings Group. 
Such ratings reflect only the view of the rating organizations, 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. 

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 a rating when assigned will continue for any given period of time 
or that it will not be lowered or withdrawn entirely by a rating agency if in their judgment circumstances so warrant. Any 
lowering or withdrawal of a 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 February 1 in each year commencing February 1,2008 (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 H - Form of Continuing Disclosure Undertaking." 

These covenants have been made in order to assist the underwriters of the Bonds in complying with S.E.C. Rule 
15~2-12(b)(5) (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. A 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 a 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 1, 2002. The disclosures were filed, however, with all Nationally Recognized Municipal 
Securities Information Repositories by July 1, 2002. The County has otherwise complied with all existing continuing 
disclosure undertakings relating to the County in all material respects. 

FINANCIAL STATEMENTS 

The financial statements of the Pima County Department of Wastewater Management and excerpts of the County's 
Comprehensive Annual Financial Report as of June 30, 2006 and for the fiscal year then ended, which are included as 
Appendices E and F of this Official Statement, respectively, have been audited by Heinfeld & Meech and the Office of the 
Auditor General, State of Arizona, respectively, as stated in their respective opinions which appear in Appendices E and F. 
The County neither requested nor obtained the consent of Heinfeld & Meech or the Office of the Auditor General to 
include their reports and Heinfeld & Meech and the Office of the Auditor General have performed no procedures 
subsequent to rendering their opinions on the financial statements. 

ADDITIONAL INFORMATION 

Additional information and copies of the Official Statement and the Sewer Bond Resolution may be obtained from 
RBC Dain 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 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 a part of a contract with the original purchasers or subsequent owners of the Bonds. 

By: 
Chairman, Board of Supervisors 

By: 
County Administrator 



APPENDIX A 

PIMA COUNTY, ARIZONA 
WASTEWATER MANAGEMENT DEPARTMENT 

Organization and Administration 

The Pima County, Arizona Wastewater Management Department (the "Department") operates as a separate 
enterprise of Pima County. The County is authorized to operate and maintain the sewer system (the "System") under Title 
11, Chapter 2, Article 4 of the Arizona Revised Statutes. The wastewater treatment facilities of the System, discharging 
into waters of the United States, operate under the National Pollutant Discharge Elimination System, which was delegated 
to the Arizona Department of Environmental Quality (ADEQ) in December 2002. The Department provides wastewater 
collection and treatment service to the Tucson metropolitan area and to eight separate outlying service areas located in the 
eastern portion of the County. The Roger Road Wastewater Treatment Plant, the Ina Road Water Pollution Control 
Facility, and the Randolph Park Water Reclamation Facility serve Metropolitan Pima County. Together, the three 
metropolitan facilities have a combined, current treatment capacity of approximately 69 million gallons per day (mgd). In 
2007, of the new Biological Nutrient Removal (BNR) process at Ina Road will increase total metropolitan system capacity 
to 81.5 mgd. The non-metropolitan Pima County areas are served by eight wastewater treatment facilities: Green Valley, 
Avra Valley, Corona de Tucson, Arivaca Junction, Marana, Rillito Vista, Mt. L e m o n ,  and the Pima County Fairgrounds. 

The County Administrator appoints the Wastewater Management Director. The Board of Supervisors (the 
"Board") adopts the Department's annual operating budget, establishes wastewater rates and fee structures and provides 
overall policy direction to the Department through the County Administrator and Deputy County Administrator of Public 
Works. In addition, the Board has established a thirteen member advisory committee to review, evaluate and make 
recommendations on short and long-range capital improvement needs and revenue requirements of the Department. 

The Department has been under the direction of Michael Gritzuk P.E., since he was appointed as Director in July 
2005. During the past 25 years, Mr. Gritzuk has held director positions involving the development and management of 
major water and wastewater systems in Arizona, Florida, Massachusetts, and New Jersey. In addition, he was an 
engineering manager with the U.S. Environmental Protection Agency for six years. He served as the Director in the City 
of Phoenix's Water Services Department for seventeen years. Mr. Gritzuk holds a Bachelor of Engineering degree in Civil 
Engineering and Master Degrees in Engineering and Environmental Sciences from New York University. He is a 
professional engineer in the State of Arizona. He is a member of the Board of Directors of the Arizona Water and 
Pollution Control Association and American Water Works Association, as well as being the President of the National 
Water Reuse Association. 

Litigation or  Administrative Actions 

The metropolitan wastewater treatment facilities operate under discharge permits issued by the U.S. 
Environmental Protection Agency and Arizona Department of Environmental Quality (ADEQ). In September 2002, a 
portion of a main sewer trunk line, which is part of the System, collapsed. The County repaired the line and entered into a 
Consent Decree with ADEQ in June 2005. The Superior Court of the State of Arizona dismissed the Consent Decree on 
August 30,2006. 

Wastewater Fees and Revenues 

The Department's structure of rates, fees and other charges for the System is reviewed annually by the Board and 
may be revised by a resolution adopted by the Board, which has the ultimate responsibility for setting System rates, fees 
and charges. The principal sources of revenue for the Department are derived from user fees charged for services provided 
and a one-time connection fee charged to new users for connecting to the System. The Department also receives System 
revenues from turn-on fees, engineering review and inspection fees, interest earnings and other miscellaneous income. 



User Fees 

The present schedule of user fees includes a monthly service charge and a monthly commodity usage charge. 
The service charge is a flat fee assessed monthly to each user to offset administrative expenses and certain other fixed 
costs of the Department and was set at $5.72. The commodity usage charge is based on each user's monthly sewage flow 
contribution to the System. 

The monthly sewage flow contribution is equal to a user's monthly-metered water consumption, provided that the 
monthly consumption figure used in calculating a user's commodity usage charge does not exceed the user's average 
monthly-metered water consumption for the months of December through February. A user fee rate is then multiplied by 
the monthly sewage flow contribution to calculate the user's commodity usage charge. As of January 1,2007, the user fee 
rate, charged for what is considered to be normal, domestic strength sewage for a residential user, was set at $1.33 per 
hundred cubic feet (Ccf), based on water consumption. Higher user fee rates are charged to various commercial and 
industrial users whose sewage flow contributions are determined by the Department to be in excess of normal, domestic 
strength sewage. 

The following table summarizes the monthly service charge and user fee rates for the last ten fiscal years. 

PIMA COUNTY, ARIZONA 
SUMMARY O F  WASTEWATER USER FEES 

Fiscal 

Year 
1996-97 

1997-98 

1998-99 

1999-00 

2000-01 

200 1-02 

2002-03 

2003-04 

2004-05 

2005-06 

2006-07 

2006-07 

Date User Fee - 
February 20,1996 

December 9,1997 

January 18,2000 

February 13,200 1 

March 19,2002 

March 1 1, 2003 

April 13,2004 

June 2 1,2005 

July 1 1,2006 (c) 
July 1 1,2006 (c) 

Monthly 

2.09 

2.18 

2.18 

2.29 

2.40 

2.49 

2.61 

2.61 

2.7 1 

5.72 

5.72 

5.72 

User Fee Rates ($ per Ccf) 

0.82 0.82 - 2.98 

0.86 0.86 - 3.1 1 

0.86 0.86 - 3.1 1 

0.91 0.91 - 3.27 

0.96 0.96 - 3.43 

1 .OO 1 .OO - 3.63 

1.05 1.05 - 3.81 

1.05 1.05 - 3.81 

1.09 1.09 - 3.96 

1.18 1.18-4.27 

1.25 1.25 - 4.54 

1.33 1.33 - 4.81 

(a) The dates shown reflect the date the User Fee increases were adopted by the Board and does not directly 
correspond to the effective date of the various increases. 

(b) Indicates the range of user fee rates applied to various cornrnerciaYindustrial users whose sewage flow 
contributions are in excess of normal, domestic strength sewage. 

(c) During Fiscal Year 2006-07, two rate increases were approved. The first 6% rate increase was effective on 
August 1 1,2006 and the second 6% rate increase was effective on January 1,2007. 

Source: Pima County User Fee Ordinance for the applicable year 



Based on the residential user fee rate changes adopted by the Board, the following table summarizes the fiscal 
year percentage changes in user fee rates. 

PIMA COUNTY, ARIZONA 
SUMMARY OF PERCENTAGE INCREASES IN 

RESIDENTIAL USER FEE RATES 

Fiscal Year 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
200 1-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 (a) 

User Fee Percentage Rate Increases 

0.0 
4.3 
0.0 
5.3 
5.0 
3.8 
5 .O 
0.0 
4.0 
8.0 

12.0 

(a) The 12% rate increase represents two 6% rate increases that occurred during the fiscal year. 

Source: Pima County User Fee Ordinance for the applicable year 

The following table shows the revenues derived by the Department from user fees for the past ten fiscal years, 
broken down between residential users and comrnercial/industrial users. 

PIMA COUNTY, ARIZONA 
SUMMARY OF USER FEE REVENUES 

Fiscal 
Year 

1996-97 
1997-98 
1998-99 
1999-00 
2000-0 1 
200 1-02 
2002-03 
2003-04 
2004-05 
2005-06 

Billed User Fee Revenue 
Residential Comm.nnd. Total 
$2 1,062,013 $1 1,950,541 $33,012,554 
20,345,099 12,522,589 32,867,688 
20,766,974 13,635,035 34,402,009 
23,854,489 14,620,493 38,474,982 
24,624,900 16,212,414 40,837,3 14 
24,56 1,202 16,374,134 40,935,336 
26,570,168 18,748,573 45,3 18,741 
30,280,270 1 7,405,195 47,685,465 
32,402,896 17,990,4 10 50,393,306 
37,781,910 23,953,237 61,735,147 

Percent of User Fee Revenue 
Res.(a) Comm.nnd.(a) 
63.8% 36.2% 
61.9 38.1 
60.4 39.6 
62.0 38.0 
60.3 39.7 
60.0 40.0 
58.6 41.4 
63.5 36.5 
64.3 35.7 
61.2 38.8 

Percent User 
Fee Revenue 
Increasetb) 

9.6% 
(0.4) 
4.7 

11.8 
6.1 
0.2 

10.7 
5.2 
5.7 

22.5 

(a) Beginning in fiscal year 1996-97, amounts reflect Tucson Water's reclassification of multifamily from residential 
to commercial/industrial. 

(b) Changes in Total Billed User Fee Revenue. 

Source: Pima County Wastewater Management Department 



Connection Fees 

Connection fees are charged for each new connection made to the System as a condition of service to the 
property. Three user classes are delineated for connection fee purposes: single family residential, multifamily residential 
and commerciaVindustrial. The construction of a qualifying public sewer improvement shall qualify a developer for a 
discount against the connection fee otherwise due per dwelling unit or per ten commercial fixture units. The amount of 
discount from each eligible connection fee shall be $1,100 for the construction of a qualifying public sewer collection 
improvement and $250 for the construction of a qualifying public sewer treatment improvement. The aggregate discounts 
received shall not exceed the net construction cost of the qualif?ling public sewer improvements. 

The connection fee charged to a user is based on the number of fixture units in the building or structure 
connecting to the System. Effective January 1, 2007, the residential connection fee will be $189.62 per fixture unit 
equivalent, and the fee will increase 6% every six months until it reaches $213.06 on January 1, 2008. Effective January 
1,2007, the commercial and industrial comection fee will be $379.33 per fixture unit equivalent, and the fee will increase 
6% every six months until it reaches $426.22 on January 1,2008. 

The following table summarizes connection fee revenues received by the Department for the past ten fiscal years. 

PIMA COUNTY, ARIZONA 
CONNECTION FEE REVENUES 

Fiscal Year 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
200 1-02 
2002-03 
2003-04 
2004-05 
2005-06 

Revenues 
$ 8,629,678 

12,034,620 
14,533,434 
16,669,833 
16,768,587 
17,479,9 14 
20,279,607 
29,404,130 
36,906,42 1 
42,2 19,962 

Source: Pima County Wastewater Management Department. 

Other Fees And Charges 

The Department receives additional revenue from various other fees and charges. These fees and charges include 
turn-on fees, engineering review and inspection fees, interest earnings and miscellaneous other income. A summary of the 
revenues received by the Department from these sources in recent fiscal years follows: 



PIMA COUNTY, ARIZONA 
REVENUES FROM OTHER FEES AND CHARGES 

Fiscal 
Year 

1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 

Engineering Review & 
Ins~ection Fees 

$31 8,361 
238,794 
370,992 
414,618 

15,064 
6 1,564 

245,820 
104,062 
70,754 
29,005 

Interest 
Earninps (a) 
$2,485,26 1 
2,3 17,296 
3,645,214 
3,888,599 
4,493,386 
1,63 1,580 

977,985 
213,288 
498,130 

1,783,873 

Other 
Revenue (b) 
$ 317,455 

2 18,968 
672,833 

1,029,165 
1,025,713 

543,727 
9 1 1,057 

1,199,727 
1,397,749 

456,248 

Total 
$3,12 1,077 
2,775,058 
4,689,039 
5,332,382 
5,534,163 
2,236,87 1 
2,134,862 
1,5 17,077 
1,966,633 
2,269,126 

(a) Under the terms of the Sewer Resolution (Pima County Resolution 1991-138), interest earnings on deposits to the 
System Development Fund will be included in the definition of Net Revenues only if, and to the extent, they are 
transferred to and deposited in the Revenue Fund. 

(b) Other revenues include licenses, permits and fines, sanitation fees, and other miscellaneous income. 

Source: Pima County Wastewater Management Department 

Accounting and Billing 

For the Fiscal Year Ended June 30,2006, the Department's financial statements were audited by Heinfeld, Meech & 
Co., P.C. The Department performs accounting for System revenues and expenses. 

Billing and collection services for user fees and turn-on fees are primarily provided by the City of Tucson, through 
its agency Tucson Water, the Metropolitan Domestic Water Improvement District (MDWID), Oro Valley Water Utility, 
and the Town of Marana. As of June 30, 2006 billing through Tucson Water comprises most of the Department's 
accounts, approximately 212,977 customers. MDWID bills approximately 15,808 customers, Oro Valley bills 
approximately 15,569 customers, and Marana bills approximately 2,467 customers. The County directly bills those sewer 
customers served by the numerous smaller water companies and private wells in the other parts of the County. 

Delinquent user accounts are managed by Tucson Water, MDWID, Oro Valley, Marana or the County, depending 
on the source of water for the user. An account becomes delinquent when payment has not been received within 30 days 
of the "service to" date on the bill. For the water companies listed above, a notice is mailed advising that water service 
will be terminated, unless payment is received. If the user does not respond during this period, the service is discontinued, 
the account remains in a delinquent status. The account is then held as a delinquent account until it is collected or written 
off. 

For users receiving water utility service from either a private water company or a private well, the Department 
handles the delinquencies. Delinquency billing notices are sent at 30, 60 and 90 days. If the user fails to respond, a 
certified letter is mailed advising that the account is being referred to the County Collection Division for further 
processing. Collectively for the System, the percentage of delinquent accounts is estimated to be 0.5 percent of annually 
billed user fee revenue. 



Wastewater records show that the number of customers to the sanitary sewer system has been increasing every year. 
Since fiscal year 1996-97, the average number of customers being served by the System has been: 

Fiscal 
Year 

1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 

Customers 
183,790 
187,032 
191,140 
199,090 
207,840 
2 18,995 
226,772 
228,459 
240,306 
246,821 

Yo 
Increase 

1.5% 
1.8 
2.2 
4.2 
4.4 
5.4 
3.6 
0.7 
5.2 
2.7 

Source: Pima County Wastewater Management Department 

Capital Improvements 

Wastewater maintains a Capital Improvement Program (CIP), originally based on a 20-year Metropolitan Area 
Facility Plan Update (Facility Plan) which was adopted by the Board in 1990. The Facility Plan has been revised and it 
was approved by the Board of Supervisors on March 21, 2006. The Facility Plan forecasts when capital expenditures 
would be required for treatment plant expansions and interceptor construction. The Department's CIP has been revised 
each year to reflect changes in anticipated needs and project priority. CIP projects include system expansions that are 
necessary to meet the sewerage needs of the increasing population and planned future development, as well as needed 
rehabilitations. 

The Department has budgeted approximately $42 million for the CIP for fiscal year 2006-07 and has a 5-year 
plan totaling $330 million. Highlights of the CIP projects under construction and planning efforts underway in fiscal year 
2006-07 include: 

Corona Wastewater Treatment Facility - Lakeside expansion project will increase treatment capacity to 1 million 
gallons per day (MGD). 

Marana Waste Water Treatment Facility - Biological Nutrient Removal Oxidation Ditch (BNROD) expansion 
will increase treatment capacity to 2 million gallons per day (MGD). 

Santa Cruz Interceptor - 66 to 72 inch gravity interceptor sewer north from downtown near Franklin Street to 
Prince Road where it will connect to the 78 inch diameter interceptor tributary to the Roger Road WWTP. 

Regional Optimization Master Plan (ROMP) - Master planning effort to determine the optimum configuration of 
some of the department's metropolitan facilities (Roger Road Wastewater Treatment Plant, Plant interconnect 
and Ina Road Water Pollution Control Facility). 

Financial Data 

The following table depicts audited financial information for the past five years. 



Pima County Wastewater Management Department 

Comparative Statements of System Gross Revenues, Operation and Maintenance 
Expenditures and Net Revenues Available for Debt Service 

2001-2002 2002-2003 2003-2004 &l 2004-2005 2005-2006 

REVENUES: 

Sewer Utility Service $40,935,336 $45,318,741 $47,685,465 $50,393,306 $61,735,147 

Sewer Connection Revenue 17,479,915 20,279,607 29,404,130 36,906,421 42,219,962 

Engineering Review and Inspection Fees 61,564 245,820 104,062 70,754 29,005 

Other Income (a) 2.367.825 2.530.600 2.334.645 2.154.886 1.839.703 

Gross Revenues 60,844,640 68,374,768 79,528,302 89,525,367 105,823,817 

MAINTENANCE AND 

OPERATIONS COSTS: 

Employee Compensation 20,350,669 23,290,692 25,367,949 24,639,951 27,541,776 

Consultants and Outside Services 2,918,701 2,523,079 2,5 10,706 2,652,106 5,113,446 

Treatment Supplies and Chemicals 6,069,7 10 7,276,779 6,375,637 6,230,226 7,616,054 

Repair & Maintenance 3,204,525 4,699,452 1,430,383 2,747,503 4,29 1,962 

General and Administrative 6,102,2 13 8,320,189 8,749,542 10.202.490 11,735.333 

Capital Expenses 3.925.1 36 827,240 132.247 (b) 322.3 14 1.072.669 

Maintenance and Operation Cost 42,570,954 46,937,43 1 44,566,464 46,794,590 57,371,240 

Net Revenues 18,273,686 2 1,437,337 34,961,838 42,730,777 48,452,577 

REVENUE BONDED DEBT SERVICE: 

Principal 7,661,855 8,886,774 7,979,721 4,705,000 9,500,734 

Interest 5,782.368 5.912.681 5,377,763 4.47 1.844 5,706.288 

Total Debt Service Payments 13,444,223 14,799,455 13,357,484 9,176,844 15,207,022 

Debt Service Coverage 1.36X 1.45X 2.62X 4.66X 3.19X 

Net Revenues Remaining 
After Debt Service 

(a) Other income includes revenues generated from licenses, permits and fines, sanitation fees, net interest income, 
and other miscellaneous income. 

@) See Note 2 to the Financial Statements for the Fiscal Year Ending June 30, 2005 regarding a restatement of the 
prior year's net assets. 

Source: Annual audited financial statement for the Pima County Wastewater Management Department, excluding all grant 
activity. 
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APPENDIX B 

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 a section of its southern boundary bordering Mexico. The boundaries of the County encompass an area of 
approximately 9,184 square miles. Organized in 1864 by the Arizona Tenitorial Legislature as one of the State's four 
original counties, the County is today the second most populous county in Arizona with an estimated 2005 population of 
957,635 Approximately 55% of the County's population resides in the City of Tucson, Arizona ("Tucson"), the County 
seat of government and southern Arizona's largest city. 

TABLE 1 
Population Statistics For Pima County, 

the City of Tucson and the State of Arizona 

Pima 
County 

2005 Estimate (a) 957,635 
2000 Census 843,746 
1990 Census 666,880 
1980 Census 53 1,443 
1970 Census 35 1,667 
1960 Census 265,660 

City of 
Tucson 
529,770 
486,699 
405,390 
330,537 
262,933 
2 12,892 

State of 
Arizona 
6,044,985 
5,130,632 
3,665,228 
2,716,546 
1,775,399 
1,302,161 

(a) Population estimate as of July 1, 2005. 

Source: U.S. Department of Commerce, Bureau of the Census; Arizona Department of Economic Security, Population 
Statistics. 

Organization 

The County is governed by a five-member Board, each of whom is elected for a 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 a County Administrator who is responsible for the general administration and overall 
operations of the various departments of the County. 

Mr. Charles H. Huckelbeny was appointed County Administrator in December 1993. From 1987 to 1993, Mr. 
Huckelbeny served as an Assistant County Manager with responsibility for the administration of public works. He served 
as the Director of Pima County's 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 Department's Manager of Field Engineering 
from 1974 to 1976. He was self employed as a civil engineering and land surveying consultant for one year. From 1972 
to 1973, Mr. Huckelberry was employed as a Research and Development Engineer for the Shell Oil Company. He holds 
both a Bachelor of Science Degree in Mining Engineering and a Master of Science Degree in Civil Engineering from the 
University of Arizona and is a registered professional engineer and land surveyor as well as a 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 
County's Department of Natural Resources, Parks and Recreation from 2003 to 2004. From 2000 to 2003, he was a Deputy 
County Attorney representing various Pima County departments primarily including the County Assessor, the County 
Treasurer and Public Works departments. From 1989 to 1998 Mr. Burke served as the Manager of Pima County's Real 
Property Services and from 1994 to 1998 also served as the County's Superintendent of Streets overseeing special taxing 
districts. During 1998 to 2000, he was a partner in an Arizona law firm representing local governments. Prior to his work 



with Pima County, Mr. Burke was an attorney with a Tucson law firm from 1983 to 1989 and was a Certified Public 
Accountant with Ernst & Whinney from 1976 to 1980. Mr. Burke holds a Bachelor of Science in Business Administration 
with a major in Accounting and a 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 a 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 Tucson's downtown business area, provides local, regional, national and international air service through 
several airlines. The airport has an 11,000-A. lighted, paved primary runway, a 9,100-A. paved secondary runway and a 
7,000-A paved runway, all of which can accommodate all major types of carriers. The County is also served by 
Greyhound bus lines and Arntrak. 

Economy 

The economy of the County is based largely on a 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 365,800 persons were employed, on average (not including the agricultural 
industry), in the County in 2005. The following table presents the County's average annual total employment by industry 
for the years indicated: 

TABLE 2 
Pima County 

Average Annual Employment 
Number of Persons Employed 2001-2006 

Industrv 
Goods Producing 

Natural Resources and Mining 
Construction 
Manufacturing 

Service Producing 
Trade, Transportation and Utilities 
Information 
Financial Activities 
Professional and Business Services 
Education and Health Services 
Leisure and Hospitality 
Other Services 
Government 

Total Wage & Salary Employment 

*Data collected through August 3 1,2006. 

Source: Arizona Department of Economic Security. 



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 3 
Pima County 

Comparative Employment Statistics 

Calendar 
Year 
2006* 
2005 
2004 
2003 
2002 
200 1 

Pima Countv 
Average Average 

Employment Unemployment 
426,700 19,100 
415,500 20,000 
416,800 20,200 
403,200 22,500 
397,600 23,700 
395,500 17,900 

Unemplovment Rate 
Pima 

County Arizona U.S. 
4.3% 4.4% 4.7% 
4.6% 4.7% 5.1% 
4.6% 5.0% 5.5% 
5.3% 5.7% 6.0% 
5.6% 6.1% 5.8% 
4.3% 4.7% 4.7% 

*Data collected through August 3 1,2006. 

Source: Arizona Department of Economic Security 

TABLE 4 
Pima County 

Major Employers 

Companv 
Raytheon Missile Systems 
University of Arizona 
State of Arizona 
Davis-Monthan Airforce Base 
Tucson Unified School District 
Pima County 
City of Tucson 
Wal-Mart Stores Inc. 
Phelps Dodge Mining Company 
Carondelet Health Network 
Tohono O'Odham Nation 
TMC Health Care 
University Medical Center Corp. 
U.S. Border Patrol 
Pima Community College 
Pascua Yaqui Tribe 
Amphitheater Public Schools 
Sunnyside Unified School District 
Fry's Food and Drug Stores 
CheckMate Professional Employer 

Type of Business 
Missile Manufacturing 
Education 
Government 
Military 
Education 
Government 
Government 
Retail 
Mining 
Health Care 
Tribal Government 
Health Care 
Health Care 
Government 
Education 
Tribal Government 
Education 
Education 
Retail 
Service 

Approximate 
Number of Full- - 

10,756 
10,282 
9,742 
8,233 
7,623 
6,765 
5,306 
4,980 
4,123 
3,75 1 
3,665 
3,276 
2,969 
2,500 
2,248 
2,184 
2,174 
2,126 
2,063 
2,036 

Source: The Star 200 Directory, published by The Arizona Daily Star (March 2006). 



Services 

From 2001 to 2005, the service-providing industry in the County (excluding Government employees) expanded 
by 20,100 jobs or 9.4%. The average annual employment in the service-providing industry in 2005 was 233,100. It is 
anticipated that as the County continues to grow in population and economic activity, the service-providing industry will 
continue to be a significant contributor. As detailed above, Health Care and Education were a 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 77,400 in 2005. This sector expanded by 600 jobs from 2001 to 2005. The 
University of Arizona, 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 a 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 2,500 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 a 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 a 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 28,200, representing 
7.7% of the County's total wage and salary employment base. Manufacturing employment during 2004 and 2003 
averaged 28,300 and 28,700, respectively. 

The following table presents the major manufacturers in the County and Tucson metropolitan area: 

TABLE 5 
Metropolitan Pima County 

Major Manufacturers 

Comaanv 
Raytheon Missile Systems 
International Business Machines Corp. 
Honeywell Aerospace 
Texas Instruments 
Bombardier Aerospace 
Ventana Medical Systems Inc. 
Northrop Grumman Corp. 
Hart & Cooley 
Beacon Group SW Inc. 
Kalil Bottling Co. 

T w e  of Business 
Missile Manufacturing 
Computer Systems 
Aircraft Electronic Systems 
Semiconductor Products 
Aircraft Maintenance 
Computer Systems 
Missile Manufacturing 
Air Registers 
Contract Labor Work 
Soft Drinks 

Approximate 2006 
Em~lovment 

10,756 
1,800 

740 
650 
600 
498 
450 
375 
347 
322 

Source: The Star 200 Directory, published by The Arizona Daily Star (March 2006). 



The County's 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 County's 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., a private, non-profit 
corporation. 

Tourism 

Tourism is an important economic mainstay in the County and the Tucson area. The County's 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 199,738 convention delegates visited the Tucson area in fiscal year 2005-06. In the 
Tucson area, there are 232 hotels and resorts with over 15,165 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 2, and numerous resorts and golf courses. In addition, the Tucson metropolitan area is the home of spring 
training for Major League Baseball's 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 $1,435 $9,680 
2004 1,283 8,515 
2003 1,190 7,808 
2002 1,163 7,441 
200 1 1,161 7,413 

Source: Arizona Hospitality Research & Resources Center. 

Education 

The University of Arizona (the "University") provides approximately 14,363 jobs to the area and is an important 
link to the economic growth of the County. Its presence as a 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 a number of interdisciplinary programs. Enrollment figures for the fall semester of 2005 were estimated at 
34,237 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 75,408 students. 

Source: University of Arizona and Pima County Community College. 

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 
1,000 employees) are Wal-Mart Stores, Bashas' Inc., Safeway Stores Inc., Fry's 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 a 2% to 2.5% sales tax. 

The following table sets forth retail sales figures in the County for the past five full years. 

TABLE 6 
Pima County Retail Sales (a) 

Year Amount % Change 
2006 (b) $5,254,658,935 N/A 
2005 7,201,701,654 9.2 1 % 
2004 6,594,3 12,765 6.08% 
2003 6,2 16,097,166 3.39% 
2002 6,O 12,022,946 1.13% 
200 1 5,944,792,196 2.20% 

(a) Excludes Food Sales and Gas Tax. 
(b) 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 3 1 
of each year. 

TABLE 7 
Pima County 

Bank Deposits (a) 

Year Amount 
2005 $8,402,642,000 
2004 7,552,788,000 
2003 6,954,508,000 
2002 6,062,996,000 
200 1 6,157,765,000 

(a) As of December 3 1, for commercial banks, savings institutions and U.S. branches of foreign banks. 

Source: Arizona Bankers Association. 



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 19801s, the Arizona copper industry's direct economic impact on the Arizona 
economy regularly exceeded $1.0 billion, peaking in 198 1 at approximately $1.612 billion when the industry employed 
roughly 25,000 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, $1.296 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, $421million in 2004 and $370 million in 2003. Employment in the mining industry within the County 
was approximately 1,400 in 2005, 1,200 in 2004 and 1,200 in 2003. 

Agriculture 

Agriculture plays a less significant role in the economy of the County as a whole, but a 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 8 
Cash Receipts From Agricultural Marketing 

(Total Crops and Livestock) 
Pima County 

Year Recei~ts 
2005 $84,452,000 
2004 80,103,000 
2003 68,694,000 
2002 5 1,983,000 
2001 48,013,000 

Source: Arizona Agricultural Statistics Bulletin, September 2005. 

Building Permits 

The following tables were compiled from Arizona Construction Report, a 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 a 
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. 



TABLE 9 
Pima County 

Value of Building Permits 

Year Residential Commercial Industrial Other Total 
2006(a) $ 973,877,000 $1 28,490,000 $5,555,000 $ 51,173,000 $1,159,095,000 
2005 2,180,38 1,000 3 15,946,000 8,546,000 150,686,000 2,655,559,000 
2004 1,680,800,000 284,275,000 16,206,000 1 17,220,000 2,098,501,000 
2003 1,386,884,000 3 12,257,000 8,7 17,000 82,909,000 1,790,767,000 
2002 1,089,239,000 277,762,000 10,766,000 131,771,000 1,509,538,000 
200 1 989,2 10,000 234,454,000 23,526,000 98,008,000 1,345,198,000 

(a) 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 (a) 5,8 17 
2005 12,272 
2004 1 1,452 
2003 9,635 
2002 8,915 
200 1 8,735 

(a) Data for 2006 is through June 30,2006. 

Source: Arizona Real Estate Center, ASU Polytechnic Campus, Arizona State University. 

Counties are required to adopt a Comprehensive Plan and cities and towns a 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 County's 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 a 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. 



APPENDIX C 

PIMA COUNTY, ARIZONA 
Financial Information 

Introduction 

The fiscal year for the County is from July 1 through June 30. The County's budget process is an ongoing 
function. Each fiscal year's 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. A review process then takes place 
culminating with the County Administrator's submission of a proposed budget to the Board in time for budget hearings in 
mid-June. State statutes require that a 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 a 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 County's 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: a permanent base adjustment, a one-time override, and a capital project accumulation. 

The County's expenditure limitation for the 2005-06 fiscal year was $41 1,190,872. The County's expenditures 
for the 2005-06 fiscal year were under the limit. The County's 2006-07 fiscal year expenditure limitation is $438,128,547. 

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 a 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 a maximum increase of 2% over the prior year's 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 a 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 State's Constitutional debt limit. See "Debt Limitation" 
herein. Under the secondary system, there is no limitation on annual increases in full cash value of any 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 a 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 owner's 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 a 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 a classification to determine its assessed valuation 
for tax purposes. Each legal classification is defined by property use and has an assessment ratio (a 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 1 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 (a) 2002-03 2003-04 2004-05 2005-06 2006-07 
Mining , Utility, Commercial and Industrial 
(b)(c) 25% 25% 25% 25% 24.5% 
Agriculture and Vacant Land (c) 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 (d) 21% 20% 21% 21% 22% 

(a) Additional classes of property exist, but seldom amount to a significant portion of a municipal body's total 
valuation. 

(b) 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. 

(c) The first $59,099 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. 

(d) This percentage is determined amually to be equal to the ratio of (i) the total assessed valuation of all mining, 
utility, commercial, industrial, and military reuse zone properties and agricultural personal property to (ii) the 
total 111 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 andfor 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. 

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 1 and March 1 and become delinquent on 



November 1 and May 1. Delinquent taxes are subject to an interest penalty of 16% per annurn prorated monthly as of the 
first day of the month unless the full year's taxes are paid by December 3 1. After the close of the tax collection period, the 
County Treasurer prepares a delinquent property tax list and the property so listed is subject to a 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 it 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 a taxpayer pursuant to the United States Bankruptcy Code 
(the "Bankruptcy Code"), the law is currently unsettled as to whether a lien can be attached against the taxpayer's 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 a 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 a property 
of a taxpayer within the County. Proceeds to pay such taxes come only from the taxpayer or from a sale of the tax lien on 
the property. 

When a debtor files or is forced into bankruptcy, any act to obtain possession of the debtor's estate, any act to 
create or perfect any lien against the property of the debtor or any act to collect, assess or recover a claim against the 
debtor that arose before the commencement of the bankruptcy would be stayed pursuant to the Bankruptcy Code. While 
the stay of a bankruptcy court may not prevent the sale of tax liens against the real property of a bankrupt taxpayer, the 
judicial or administrative foreclosure of a tax lien against the real property of a debtor would be subject to the stay of a 
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. 

fnr F w  Year 2nOfCn7 

Estimated Actual Valuation* 
Net Secondary Assessed Valuation 
Net Primary Assessed Valuation 

* Actual full cash value net of estimated value of property exempt from taxation. 

Source: Pima County Assessor's Abstract of the 2006 Tax Roll for Pima County. 



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 a 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 a Percentage of the 
Year Assessed Valuation Valuation* Estimated Actual Valuation 

2006-07 $6,869,955,457 $59,890,228,997 1 1.47% 
2005-06 6,050,950,040 47,97 1,147,096 12.61% 
2004-05 5,620,156,274 43,778,402,824 12.84% 
2003-04 5,22 1,270,997 43,733,555,507 1 1.94% 
2002-03 4,835,561,219 36,999,609,652 13.07% 

Source: Arizona Tax Research Foundation, Property Tar Rates and Assessed Value, Pima County Finance and Risk 
Management Department and Pima County Assessor's Abstract of the 2006 Tar 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 Tucson Percent Pima Percent State of Percent 
Year Change County C h a n ~ e  Arizona Chanye 

2006-07 $3,016,230,759 10.77% $6,869,955,457 13.54% $54,436,547,03 1 1 1.25% 
2005-06 2,722,915,853 6.44% 6,050,950,040 7.67% 48,93 1,946,145 10.05% 
2004-05 2,558,231,181 5.40% 5,620,156,274 7.64% 44,461,738,026 8.87% 
2003-04 2,427,120,926 6.98% $22 1,270,997 7.98% 40,839,898,348 10.96% 
2002-03 2,268,733,334 6.09% 4,835,561,219 7.66% 36,805,206,9 12 6.76% 

Source: Arizona Tax Research Foundation, Property Tar Rates andAssessed Value, Pima County Finance and Risk 
Management Department and Pima County Assessor's Abstract of the 2006 Tar Roll for Pima County. 



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 County's net secondary assessed value. 

Taxpaver (a) 
Tucson Electric Power Co. 
Qwest Corporation 
Southwest Gas Corporation 
Phelps Dodge 
Arizona Portland Cement 
Raytheon Company 
Dnd Neffson Co. 
Starr Pass Resort Developments LLC 
Scg Tucson Property LLC (Westin Hotel) 
Trico Electric Co-op Inc 

Estimated 200647 
Net Secondary 

Assessed Valuation 
$143,361,816 

87,092,898 
62,846,160 
55,176,116 
22,857,520 
21,665,114 
19,087,235 
17,068,423 
15,504,143 
14.806.148 

=%lssua 

As Percent of County's 
2006-07 Net Secondary 

Assessed Valuation 
2.09% 
1.27% 
0.9 1 % 
0.80% 
0.33% 
0.32% 
0.28% 
0.25% 
0.23% 
Q22% 
4&9% 

(a) 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 Commission's 
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 Commission's EDGAR data base at Wp.//www s a q p ~ .  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 Assessor's 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. 

Fiscal 
Year 

2006-07 
2005-06 
2004-05 
2003-04 
2002-03 
2001-02 

Real and Secured 
Personal Property 

Tax Levy 
$330,240,186 
302,126,724 
281,171,502 
260,569,500 
241,4 15,870 
228,476,979 

Fiscal Year Collections (a) 
Percent of 

Amount Tax L e w  

(c) (c) 
$292,0 19,235 96.65% 
27 1,480,760 96.55% 
250,928,829 96.30% 
23 1,618,482 95.94% 
218,191,563 95.50% 

Total Collections (b) 
Percent of 

Amount Tax Levv 
$154,361,275 46.74% 
298,404,156 98.77% 
280,611,87 1 99.80% 
260,429,742 99.95% 
24 1,373,567 99.98% 
228,400,369 99.97% 

(a) Reflects collections made through June 30th, the end of the fiscal year, on such year's levy. Property taxes are 
payable in two installments. The first installment is due the first day of October and becomes delinquent on 
November 1, but is waived if the full tax year's 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 on 



first and second installments following their delinquent dates. Penalties for delinquent payments are not included in 
the above collection figures. 

(b) Reflects collections made through November 30,2006 against the current and prior levies. 
(c) In the process of collection. 

Source: Pima County Treasurer's Ofice 

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 County's secondary assessed value (except in the case of the Flood 
Control District, which is levied against the District's 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 5.461 1 
2004-05 4.0720 1.4247 5.4967 
2003-04 4.0720 1.426 1 5.498 1 
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 a County's net secondary assessed valuation. The following indicates the County's current bonding capacity after 
the issuance of the Bonds. 

Net Secondary Assessed Valuation (FY 2006-07) $6,869,955,457 
15% Constitutional Limitation 1,030,493,3 18 
Net Direct General Obligation Bonds Outstanding 326.3 10.000 
Unused 15% Limitation $704,183.3 18 , 



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 1997, which are being issued concurrently with the sale of the 
Bonds. 

Remaining 
Date of Original Maturity Average Int. Balance 

Issue Amount Original Purpose Dates Rates outs tan din^ 
05-01-98 42,420,000 Various Improvements 7-1-99113 4.620% $18,795,000 
10-0 1-99 50,000,000 Various Improvements 7-1-00110 5.040% 16,115,000 
08-0 1-00 50,000,000 Various Improvements 7-1-01114 4.760% 26,000,000 
07-01-01 17,835,000 Rehnding 7- 1-03109 4.4 10% 7,610,000 
01-01-02 20,000,000 Various Improvements 7-1-02116 4.000% 10,000,000 
01-15-03 50,000,000 Various Improvements 7- 1-0311 7 3.900% 40,350,000 
06-0 1-04 65,000,000 Various Improvements 7- 1-05119 4.207% 53,615,000 
05-01-05 65,000,000 Various Improvements 7- 1-06/20 3.937% 58.825.000 

Total General Obligation Bonded Debt Outstanding $23 1,3 10,000 

Plus: The General Obligation Bonds, Series 1997 (a) 95,000,000 

Total General Obligation Bonded Debt to be Outstanding L $326,3 10,000 

(a) The General Obligation Bonds, Series 2007 are being issued concurrently with the sale of the Bonds under a 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 County's General Obligation Bonds, Series 2007, which are being issued concurrently 
with the sale of the Bonds. 

Fiscal 
Year 

June 30 
2007 
2008 
2009 
2010 
201 1 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
202 1 

Existing General Obligation 
Bonded Debt outs tan din^ 

Principal Interest 
$32,335,000 $10,027,760 
25,005,000 8,538,905 
20,260,000 7,416,755 
19,790,000 6,502,705 
17,190,000 5,615,725 
17,525,000 4,846,125 
17,885,000 4,064,425 
15,935,000 3,273,225 
13,265,000 2,568,825 
13,270,000 1,987,706 
13,500,000 1,433,025 
9,850,000 858,425 

10,330,000 515,575 
5,170,000 180,950 

Series 2007 Bonds 
Dated: Januaw 1.2007 

Principal Interest (a) 
$4,385,000 $2,375,000 
6,250,000 4,530,750 
5,400,000 4,218,250 
5,290,000 3,948,250 
5,550,000 3,683,750 
5,830,000 3,406,250 
6,120,000 3,114,750 
6,425,000 2,808,750 
6,750,000 2,487,500 
7,085,000 2,150,000 
7,440,000 1,795,750 
7,8 10,000 1,423,750 
8,205,000 1,033,250 
8,6 15,000 623,000 
3,845,000 192,250 

Total Debt 
Service 

Requirement* 
$49,122,760 
44,324,655 
37,295,005 
35,530,955 
32,039,475 
3 1,607,375 
31,184,175 
28,44 1,975 
25,071,325 
24,492,706 
24,168,775 
19,942,175 
20,083,825 
14,588,950 
4,037,250 

(a) The first interest payment date on the General Obligation Bonds, Series 2007 is July 1,2007. Interest on the General 
Obligation Bonds, Series 2007 is estimated at an average rate of 5.00%, 

*Preliminary, subject to change. 



Net Direct and Overlapping General Obligation Bonded Debt 

Overlapping bonded debt figures were compiled from information obtained from the County Treasurer's Office 
and individual jurisdictions. A breakdown of each overlapping jurisdiction's applicable general obligation bonded debt, 
net secondary assessed valuation and combined tax rate per $100 assessed valuation follows. 

Jurisdiction 
State of Arizona 
Pima County 
Pima County Flood Control District (c) 
Elementary School Districts 
Unified School Districts 
Cities and Towns 
Pima County Community College District 

2006-07 
Net Secondary 

Assessed 
Valuation 

$54,436,547,03 1 
6,869,955,457 
6,113,952,541 

284,785,948 
6,573,518,237 
3,935,967,898 
6,869,955,457 

General 
Obligation 

Bonded Debt 
Outstanding 

(a)(f) 
None 

$326,310,000 
2,230,000 
2,755,000 

586,595,000 
28 1,134,070 

61,730,000 

Portion Applicable 
to the County 

Net Debt 
Percent Amount 

100% None 
100% $ 326,310,000 
100% 2,230,000 
100% 2,755,000 
100% 586,595,000 
100% 28 1,134,070 
100% h1.73n.nnl) 

Combined 
Tax Rate 
Per $100 
Assessed 

Valuation (e) 

$0.0000 
4.9660 @) 
0.3746 
2.5751 (d) 
6.9627 (d) 
0.9405 (d) 
1.2515 

Total $- 



2006-07 Net 
Secondary 
Assessed 

Jurisdiction Valuation 
State of Arizona $54,436,547,03 1 
Pima County 6,869,955,457 
Pima County Flood Control District (c) 6,113,952,541 
Pima County Community College District 6,869,955,457 

Elementary School Districts: 
San Fernando ESD #35 
Empire ESD #37 
Continental ESD #39 
Redington ESD #44 
Altar Valley ESD #5 1 

Unified School Districts: 
Tucson USD #1 
Marana USD #6 
Flowing Wells USD #8 
Amphitheater USD # 10 
Sunnyside USD #12 
Tanque Verde USD #13 
Ajo USD #15 
Catalina Foothills USD #16 
Vail USD #20 
Sahuarita USD #30 
Indian Oasis USD #40 

Cities and Towns: 
City of Tucson 
City of South Tucson 
Town of Marana 
Town of Oro Valley 
Town of Sahuarita 

General Obligation 
Bonded Debt 

Outstanding (a)(f) 

None 
$326,3 10,000 

2,230,000 
6 1,730,000 

83 1,896 None 
5,489,030 None 

249,037,97 1 2,755,000 
1,339,389 None 

28,087,662 None 

309,160,000 
67,125,000 
10,730,000 
62,380,000 
4 1,770,000 
4,335,000 

None 
38,485,000 
27,635,000 
24,975,000 

None 

Combined Tax 
Rate Per $100 

Assessed 
Valuation (e) 

None 
$4.9660 
0.3746 
1.2515 

3,016,230,759 28 1,134,070 1.2257 
20,643,396 None 0.2383 

310,319,014 None 0.0000 
468,769,764 None 0.0000 
120,004,965 None 0.0000 

(a) Includes general obligation bonds outstanding, including the County's General Obligation Bonds, Series 2007 which 
are being issued concurrently with the Bonds under a 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"), a major reclamation project that has been substantially completed by the Department of the 
Interior. The obligation is evidenced by a 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, CAWCD's 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 a total of 667,724 
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 1, 1993. 



Effectiveness of the agreement is subject to a 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 9, 2012, and the parties do not amend the agreement, the 
agreement will terminate and litigation will resume. If it appears prior to May 9,2012, 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 a 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 a combination of power revenues, subcontract revenues (i.e., agreements with 
municipal, industrial and agricultural water users for delivery of CAP water) and a tax levy against all taxable 
property within CAWCD's 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. 

(b) The County's total tax rate shown includes the County's 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. 

(c) 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. 

(d) The tax rate shown is a weighted average based on each jurisdiction's proportionate amount of secondary assessed 
valuation. 

(e) 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. 

( f )  The following table lists general obligation bonds authorized but unissued for the County and jurisdictions within the 
County after the issuance of the County's Bonds. 

Authorized But Unissued 
Jurisdiction (d General Oblipation Bonds 
Pima County $478,68 1,000 
Tucson Unified School District No. 1 178,000,000 
City of Tucson 39,140,000 
Catalina Foothills Unified School District No. 16 7,730,000 
Indian Oasis Unified School District No. 40 500,000 

(g) Additional general obligation bonds may be authorized by these and other jurisdictions within the County at future 
elections. 



Net Direct and Overlapping General Obligation Bonded Debt Ratios 

The County's direct and overlapping general obligation bonded debt is shown below on a per capita basis and as 
a percent of the County's net secondary assessed valuation and estimated actual valuation. 

As Percent of County's 2006-07 
Per Capita Net Secondary Assessed Est. Actual 
Debt (Pop. @ Valuation Valuation 
957.635) (a) ($6.869.955.457) ($59.890.228.997) 

Net Direct General Obligation Bonded Debt 
($326,3 10,000) (b) $ 340.75 4.75% 0.54% 

Net Direct and Overlapping General 
Obligation Bonded Debt ($1,260,754,070) 

$1,316.53 18.35% 2.1 1% 

(a) Source: U.S. Department of Commerce, Bureau of the Census; Arizona Department of Economic Security, 
Population Statistics, July, 2005. 

(b) Reflects the Net General Obligation Bonds Outstanding after the issuance of the General Obligation Bonds, Series 
2007, which are being issued concurrently with the Bonds under a separate Official Statement. 

Street and Highway Revenue Bonded Debt Outstanding (a) 

The following chart indicates the outstanding street and highway bonds of the County that will be outstanding 
after the issuance of the Street and Highway User Revenue Bonds, Series 2007 being issued concurrently with the Bonds 
under a separate Official Statement. 

Original Remaining Balance 
Date of Original Maturity Outstanding 
Issue Amount Purpose Dates 

5-01-98 $40,000,000 Street & Highway Improvements 7- 1-99/08 $ 8,000,000 
1-01-02 55,000,000 Street & Highway Improvements 7-1-03112 35,735,000 
1-15-03 35,000,000 Street & Highway Improvements 7- 1-0411 8 3 1,900,000 
5-01-05 5 1,200,000 Street & Highway Improvements 7- 1-09/20 5 1.200.000 

Total Street and Highway Revenue Bonds Outstanding $ 126,835,000 

Plus: The Street and Highway Revenue Bonds (b) 2 1 .OOO,OOO 

Total Street and Highway Revenue Bonds to be Outstanding $ 147,835,000 

(a) 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 $903,000 are due in January 2007. HELP loans are payable solely from revenues received by the 
County from the Arizona Highway User Revenue Fund on a 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. 

(b) The Street and Highway Revenue Bonds, Series 2007 are being issued concurrently with the sale of the Bonds under a 
separate Official Statement. 



Lease, Lease-Purchase and Purchase Agreements 

The County has various lease purchase agreements outstanding. A 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 200106 
Clerk of Superior Court $ 195,417 $146,562 $31,361 
Juvenile Court 73,986 
Public Works Building 1,642,680 
Sheriff 42.274 42,274 42,273 
Fiscal Year Total , $1.954.357 ~ $188.836 . $73,634 

Source: Pima County Finance Department. 

Certificates of Participation (a) 

The following chart lists the certificates of participation obligations outstanding for the County. 

Original Remaining 
Date of Original Maturity Balance 
Issue Amount Purpose Dates Outstandin? 

09-0 1-99 $4,875,000 Refunding 1-1-13114 $ 4,000,000 
10-0 1-03 27,525,000 Refunding 1-1-05118 24.335.000 

Total Certificates of Participation Obligations Outstanding $28.335.000 

(a) The County currently anticipates issuing approximately $30,000,000 in additional certificates of participation in fiscal 
year 2007. 

Retirement Plans 

A brief description of the various retirement programs in which County employees participate is located in 
Footnote 10 in the excerpts from the County's Comprehensive Annual Financial Report in Appendix F. 

Other Post Employment Benefits 

The County does not offer Other Post Employment Benefits. 



Revenues by Source: 
Taxes 
Special Assessments 
Licenses and Permits 
lntergovemmental 
Charges for Services 
Fines and Forfeits 
lnterest Income 

Miscellaneous 

PIMA COUNTY, ARIZONA 
COMBINED STATEMENT OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES OF ALL 
GOVERNMENTAL FUND TYPES 

(In $000) 

Actual 
2001-02 2002-03 2003-04 

Budget 
2006-07 (a) 

Total Revenues $562,789 $566,139 $622,912 $666,417 $714,340 $747,738 

Expenditures by Fund: 
General 
Special Revenues 
Debt Service 

Capital Projects 

Total Expenditures $597,146 $613,260 $649,302 $717,212 761,343 $891,982 

Excess of Revenues Over (Under) 
Expenditures (34,357) (47,121) (26,390) ($50,795) (47,003) (144,244) 

Proceeds of Long-Term Debt 82,7 17 85,247 65,148 1 16,450 4,836 120,000 
Proceeds of Refunding Bonds 22,420 0 6,880 0 0 0 
Payment to Refunded Bond Escrow Agent (22,551) 0 (6,846) 0 0 0 
Gain on Investment 0 0 0 0 3 0 
Operating Transfers 

In (Out) (1 2,905) (15,140) (21,333) 3,046 3,685 613 

Capital Leases 0 177 0 0 23 1 0 

Sale of General Fixed Assets 590 37 406 27 416 0 

Beginning Fund Balance, as restated 1 10,664 147,803 165,395 182,894 252,007 2 13,998 
Restatement AdjustmentiLGIP Loss 1,175 (6,237) 0 0 0 0 

Changes in Reserve for Inventory 64 629 (379) 398 (188) 0 

Charges in Reserve for Prepaid (14) 0 13 (13) 11 0 

Ending Fund Balance 

(a) 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. 



PIMA COUNTY, ARIZONA 
STATEMENT OF FUND BALANCES - ALL GOVERNMENTAL 

FUND TYPES 
(In $000) 

Actual Budeet 
2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 la) 

General 
Reserved $ 2,486 $ 2,549 $7,068 $4,056 $5,152 
Unreserved 28.656 30,999 25.628 33.171 46.423 

Special Revenue 
Reserved 2,570 3,623 3,3 99 2,742 5,111 
Unreserved 61.134 42.3 12 45.325 54,232 64.961 
Designated 1,044 

63.704 45.935 48.724 56.974 71.116 43.024 

Debt Service 
Reserved 5.964 3.078 4.202 10,004 6.673 
Unreserved 152 162 

Capital Projects 
Reserved 8 4 1 2 0 0 
Unreserved 46.985 82.793 97,270 147.650 84.472 

46.993 82.834 97.272 147.650 84.472 112.724 

Total Fund Balance $147,803 $165,395 , , $182,894 $252,007 $213,998 , $190.367 , 

(a) 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 h n d  balance at a 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. 



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 2006-07(a) 
Revenues by Source: 

Taxes $181,840 $194,552 $209,672 $225,959 $242,948 $253,565 
Licenses and Permits 2,071 2,010 2,166 2,350 2,536 2,473 
Intergovernmental 11 1,922 112,530 120,058 125,203 143,982 145,517 
Charges for Services 19,974 23,750 24,133 24,905 27,102 30,648 
Fines and Forfeits 3,898 4,111 4,023 5,035 5,786 5,495 
Interest 2,086 1,015 530 1357 2,49 1 1,623 

Miscellaneous 
Total Revenues 

Expenditures: 
Current 

General Government 
Public Safety 
Sanitation 
Health 
Welfare 
Culture & Recreation 
Education & Econ. Opport. 

Debt Sewice: 
Principal 
Interest 

Miscellaneous 
Total Expenditures 

Excess of Revenues Over (Under) 38,300 3 1,935 39,123 16,345 26,969 3,518 
Expenditures 

Other Financing Sources (uses): 
Proceeds of Long-Term Debt 0 0 0 0 0 0 

Sale of General Fixed Assets 0 0 2 8 22 0 

Operating Transfers In (Out) (29,624) (27,799) (39,977) (1 1,822) (12,643) (26,357) 

Total Other Financing Sources (Uses): (29,624) (27,799) (39,975) (11,814) (12,621) (26,357) 
Excess of Revenues and Other Sources 
Extraordinary item: 

Loss from State Treasurer's Local 
Government Investment Pool 0 (1,7301 0 0 0 
Over (Under) Expenditure and Other 8,676 2,406 (852) 4,53 1 14,348 (22,839) 

Uses 
Beginning Fund Balance, as restated 22,466 31,142 33,548 32,696 37,227 5 1,575 

In (Out) 

Ending Fund Balance 

(a) 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 D 

FORM OF OPINION OF BOND COUNSEL 

[Date 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 $50,000,000 aggregate principal amount of bonds designated the Pima County, Arizona, 
Sewer Revenue Bonds, Series 2007 (the "Bonds"). The Bonds are issued pursuant to Title 11, Chapter 2, Article 4 of the 
Arizona Revised Statutes, as amended (the "Act"), and under the provisions of an authorizing resolution adopted by the 
Board of Supervisors of the County on June 18, 199 1, as supplemented and amended, including a supplemental resolution 
adopted by the Board of Supervisors of the County on January, 2007 (the "Bond Resolution"). The documents in the 
Transcript include a 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 a conformed copy of a 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 and obligations issued on a 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 a pledge of the revenues derived by the 
County from the operation of its sewer system, after provision has been made for the expenses of operation and 
maintenance of the sewer system (the "Net Revenues"), subject to no other liens granted under the Act. The Bonds are 
issued on a parity with the County's outstanding Sewer Improvement and Refunding Revenue Bonds, Series 1998, Sewer 
Revenue Refunding Bonds, Series 2001, and Sewer Revenue Refunding Bonds, Series 2004, and those certain Loan 
Agreements between the County, as borrower, and the Water Infrastructure Finance Authority of Arizona, dated February 
1, 1996, June 1, 1997, October 27, 2000, as amended, and May 11, 2004, as amended. The Bonds and the payment of 
principal thereof and interest thereon are not secured by an obligation or pledge of any moneys or property of the County 
other than the Net Revenues, and the Bonds do not represent or constitute a general obligation or a pledge of the full faith 
and credit of the County or the State of Arizona. 

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 County's 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, a 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 a federal branch profits tax imposed on certain 



[Date of Closing] 
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foreign corporations doing business in the United States and to a federal tax imposed on excess net passive income of certain S 
corporations. 

Respectfully submitted, 

SQUIRE, SANDERS & DEMPSEY 
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HEINFELD, MEECH & CO., P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 101 20 N. Oracle Road 

Tucson. Arizona 85704 
(520) 742-261 1 

Gary Heinfeld, CPA, CGFM Scott W. Kies, CPA Fax (520) 742-2718 
Nancy A. Mccch, CPA, CGFM Kimberly A. R o b i n ,  CPA 
Jennifer L. Shields, CPA K m  Badalamnti, CPA www.hcinfeldmeech.com 
Corey Arvizu, CPA 

INDEPENDENT AUDITORS' REPORT 

The Board of Supervisors 
of Pima County, Arizona 

We have audited the accompanying financial statements of the Pima County Department of 
Wastewater Management, as of and for the year ended June 30, 2006, as listed in the table of 
contents. These financial statements are the responsibility of the management of Pirna County 
Department of Wastewater Management. Our responsibility is to express an opinion on these 
financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are fiee of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that 
our audit provides a reasonable basis for our opinion. 

As discussed in Note 1, the financial statements of the Pima County Department of Wastewater 
Management are intended to present the financial position, and the changes in financial position 
and cash flows of only that portion of the business-type activities and major funds of Pima 
County, Arizona that is attributable to the Pima County Department of Wastewater Management. 
They do not purport to, and do not, present fairly the financial position of Pima County, Arizona, 
as of June 30,2006, and the changes in its financial position and its cash flows for the year then 
ended in conformity with accounting principles generally accepted in the United States of 
America. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Pima County Department of Wastewater Management, as of June 30, 
2006, and the respective changes in its financial position and its cash flows thereof for the year 
then ended in conformity with accounting principles generally accepted in the United States of 
America. 



In accordance with Government Auditing Standards, we have also issued our report dated 
September 21, 2006 on our consideration of the Pima County Department of Wastewater 
Management's internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the 
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. 

Our audit was conducted for the purpose of forming an opinion on the fmancial statements of the 
Pima County Department of Wastewater Management. The accompanying financial information 
listed as Supplementary Schedules in the table of contents is presented for purposes of additional 
analysis and are not a required part of the financial statements. Such information has been 
subjected to the auditing procedures applied in the audit of the fmancial statements and, in our 
opinion, is fairly stated in all material respects in relation to the financial statements taken as a 
whole. 

HEINFELD, MEECH & CO., P.C. 
Certified Public Accountants 

September 21,2006 



Pima County 
Department of Wastewater Management 

Statement of Net Assets - Enterprise Fund 
June 30,2006 

Assets 

Current assets: 
Cash and cash equivalents 
Restricted cash and cash equivalents 
Accounts receivable, net 
Due fiom other Pima County W s  

Due Born other governments 
Inventory of materials and supplies 
Repaid expenses 

Total current assets 

Noncurrent assets: 
Restricted cash and cash equivalents 

Capital assets, net of accumulated depreciation where applicable: 
Land and other imp~ovements 

Conveyance systems, net 
Treatment facilities, net 
Equipment, net 
Construction in progress 

Total capital assets, net 

Deferred financing costs 

Total noncurrent assets 

Total assets 

See accompanying notes to financial statements 
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$ 657,866,565 

(Continued) 



Pima County 
Department of Wastewater Management 

Statement of Net Assets - Enterprise Fund 
June 30,2006 
(Continued) 

Liabilities 

Current liabilities: 
Accounts payable 
Accrued payroll and employee benefits 
Due to other Pima County funds 
Due to other governments 
Interest payable 
Current portion of sewer revenue bonds payable 
Current portion of wastewater loans payable 
Defemd revenue 

Total current liabilities 

Noncurrent liabilities: 
Construction contract retentions payable 
Sewer revenue bonds payable, less current portion 
Wastewater loans payable, less current portion 
Deferred interest expense and bond discount 

Total noncurrent liabilities 

Total liabilities 

Net Assets 

Invested in capital assets, net of related debt 
Restricted for: 

Debt service 
Operation and maintenance 

Unrestricted 

Total net assets 

See accompanying notes to financial statements 
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Pima County 
Department of Wastewater Management 

Statement of Revenues, Expenses, 
and Changes in Fund Net Assets - Enterprise Fund 

Year Ended June 30,2006 

Operating revenues: 
Sewer utility service 
Engineering review and inspection fees 
Permits and fines 
Other income 

Total operating revenues 

Operating expenses: 
Employee compensation 
Operating supplies 
Utilities 
Sludge and r e h e  disposal 
Repairs and maintenance 
General and administrative 
Consultants and professional services 
Depreciation 

Total operating expenses 

Operating loss 

Nonoperating revenues (expenses): 
Intergovernmental revenue 
Interest income 
Sewer connection revenue 
Loss on disposal of equipment 
Interest expense 
Amortization of deferred charges 

Total nonoperating revenues (expenses) 

Income before capital contributions and transfers 

Capital contriiutions 
Transfers in 

Transfers out 

Increase in net assets 

Net assets-July 1,2005 

Net a s s d u n e  30,2006 

See accompanying notes to financial statements 
5 



Pima County 
Department of Wastewater Management 

Statement of Cash Flows - Enterprise Fund 
Year Ended June 30,2006 

Casb flows from operating activities: 
Receipts from customers 
Miscellaneous receipts 
Payments to suppliers for goods and services 
Payments to other Pima County funds for goods and services 
Payments to employees 

Net cash provided by operating activities 

Casb flows from noncapital fmancing activities: 
Intergovernmental receipts 
Repayment of interfund borrowings 
Cash transfers to other Pima County fimds 

Net cash used for noncapital financing activities 

Casb flows from capital and related financing activities: 
Sewer connection receipts from customers 
Proceeds h m  the sale of capital assets 
Intergovernmental contract receipts 
Purchase and constxuction of capital assets 
Proceeds fmm issuance of sewer loans 
Principal payments on revenue bonds and loans 
Interest payments on revenue bonds and loans 

Net cash provided by capital and related financing activities 

Cash flows from investing activities: 
Interest received on investments 

Net cash provided by investing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents, July 1,2005 

Cash and cash equivalents, June 30,2006 $ 57,425,204 
(Continued) 

See accompanying notes to financial statements 
6 



Pima County 
Department of Wastewater Management 

Statement of Cash Flows - Enterprise Fund 
Year Ended June 30,2006 

(Continued) 

Reconciliation of operating loss to net cash 
provided by operating activities: 

Operating loss 
Adjustments to reconcile operating loss to 
net cash provided by operating activities: 

Depreciation 
Changes in assets and Liabilities: 

Decrease (increase) in assets: 
Accounts receivable 
Due fiom other governments 
Inventory of materials and supplies 
Prepaid expenses 

Increase (decrease) in liabilities: 
Accounts payable 
Due to other governments 
Accrued payroll and employee benefits 

Net cash provided by operating activities 

Noncash investing, capital, and noncapital financing activities: 

During the year ended June 30, 2006, developers conveyed capital assets with an estimated fair value of 
$14,407,846 and the County's Internal Service Fund conveyed capital assets with a net book value of $26,050 
to the Department. These transactions were recorded as capital contributions. 

During the year ended June 30,2006, the Pima County Board of Supervisors approved Connection Fee Flow- 
Through Sewer Credit Agreements totaling $16,697. This transaction was recorded as an increase to deferred 
revenue and a decrease in capital contri3utions. 

During the year ended June 30, 2006, the Department retired expired Sewer Credit Agreements totaling 
$190,538. This transaction was recorded as a decrease to deferred revenue and an increase in capital 
contributions. 

During the year ended June 30,2006, the Department retired assets with a net book value of $22,354. 

During the year ended June 30,2006, the Department transferred to the County's general government the assets 
of the Solid Waste Management division with a net book value of $1 1,334,107. 

During the year ended June 30, 2006, the Department conveyed the long-term liabilities of the Solid Waste 
Management division in the amount of $15,779,706 to the County's general government. 

See accompanying notes to financial statements 
7 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 1 - Summary of Signincant Accounting PoUcies 

The accounting policies of the Department of Wastewater Management conform to generally accepted accounting 
principles applicable to governmental units adopted by the Governmental Accounting Standards Board (GASB). 

A summary of the Department's more significant accounting policies follows. 

A. Reporting Entity 

The Department is accounted for as an enterprise b d  of Pima County, Arizona, and is responsible for managing 
and operating all wastewater treatment and water pollution control programs throughout Pima County. The 
Department segregated the operation of the Solid Waste from the Liquid Waste division effective July 2005, and 
Solid Waste activities are now reported in a special revenue fund. 

The Department's management is directed by an administrator appointed by the Pima County Board of Supervisors. 
However, ultimate financial accountability for the Department remains with Pima County. 

B. Fund Accounting 

The Department's accounts are maintained in accordance with the principles of h d  accounting to ensure that 
limitations and restrictions on the Department's available resources are observed. The principles of fund accounting 
require that resources be classified for accounting and reporting purposes into funds in accordance with the activities 
or objectives specified for those resources. A fund is considered a separate accounting entity, and its operations are 
accounted for in a separate set of self-balancing accounts that comprise its assets, liabilities, net assets, revenues, and 
expenses. 

?he Department's financial transactions are recorded and reported as an enterprise fund because its operations are 
financed and operated in a manner similar to private business enterprises, in which the intent of the Board of 
Supervisors is that the costs (expenses, including depreciation) of providing goods or services to the general public 
on a continuing basis be financed or recovered primarily through user charges. 

C. Basis of Accounting 

Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus applied, 
and determines when revenues and expenses are recognized in the accounts and reported in the financial statements. 
'Ihe Department's financial statements are presented using the economic resources measurement focus and the 
accrual basis of accounting. Revenues are recognized when earned, and expenses are recognized at the time 
liabilities are incurred, regardless of when the related cash flows take place. When both restricted and unrestricted 
net assets are available to finance departmental expenses, restricted resources are used before unrestricted resources. 
Interfund transactions that would be treated as revenues or expenses if they involved parties external to Pima County 
are recorded in the appropriate revenue or expense accounts. Intrafund transactions within the Department are 
elimiiated for the consolidated financial statement presentation. 

'Ihe Department follows those Financial Accounting Standards Board Statements and Interpretations issued on or 
before November 30, 1989; Accounting Principles Board Ophions; and Accounting Research bulletins, unless those 
pronouncements conflict with GASB pronouncements. The Department has chosen the option not to follow FASB 
Statements and Interpretatioas issued after November 30,1989. 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 1 - Summary of Significant Accounting Policies (continued) 

D. Basis of Presentation 

The financial statements include a statement of net assets; a statement of revenues, expenses, and changes in fund 
net assets; and a statement of cash flows. 

A statement of net assets provides information about the assets, liabilities, and net assets of the Department at the 
end of the year. Assets and liabilities are classified as either current or noncurrent. Net assets are classified 
according to external restrictions or availability of assets to satisfy the Department's obligations. Invested in capital 
assets net of related debt represents the value of capital assets, net of accumulated depreciation, less any outstanding 
debt incurred to aquire or construct the assets. Restricted net assets represent grants, contracts, and other rescnuces 
that have been externally restricted for specific purposes. Unrestricted net assets include all other net assets, 
including those that have been designated by management to be used for other than general operating purposes. 

A statement of revenues, expenses, and changes in fbad net assets provides information about the Department's 
financial activities during the year. Revenues and expenses are classified as either operating or nonoperating, and all 
changes in net assets are reported, including capital contributions and transfers. Operating revenues and expenses 
generally result fiom providing waste services. Accordingly, operating revenues, such as sewer utility service fee 
result h m  transactions associated with the Department's principal activities. Other revenues, such as sewer 
connection revenues and interest income, are not generated from operations and are considered to be nonoperating 
revenues. Operating expenses include the costs of providing sewer services, administrative expenses, and 
depreciation on capital assets. Other expenses, such as interest expense on debt, are considered to be nonoperating 
expenses. 

A statement of cash flows provides information about the Department's sources and uses of cash and cash 
equivalents during the year. Increases and decreases in cash and cash equivalents are classified as either, operating, 
noncapital financing, capital financing, or investing. 

E. Cash and Cash Equivalents 

For purposes of the statement of cash flows, cash and cash equivalents consist of cash on hand, cash and investments 
held by the Pitna County Treasurer, investments with the State Treasurer, and deposits held in escrow accounts from 
both restricted and unrestricted sources. Unrestricted cash and cash equivalents consist of cash on hand, cash and 
investments held by the Pima County Treasurer in an investment pool, and investments with the State Treasurer. 
Restricted cash and cash equivalents consist of cash and investments held by the Pima County Treasurer in an 
investment pool, and deposits held in escrow accounts. All investments are stated at fair value. 

F. Deferred Charges 

Deferred charges (primarily bond and loan issuance costs) are being amortized over the life of the related debt using 
the straight-line method. 



Pirna County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 1 - Summary of Significant Accounting Policies (continued) 

G. Capital Assets 

Capital assets are feported at actual cost. Donated assets are reported at estimated fair value at the time received. The 
Department capitalizes all land and developer contributions regardless of cost. Sewage conveyance system, 
buildings and improvements, and infrastructure are capitalized at $100,000 or more, as is equipment costing $5,000 
or more. Costs for internally constructed capital assets include material, direct labor, engineering, interest, and 
allocated portions of other indirect costs related to the construction projects. Depreciation of such assets is charged 
as an expense against operations. All assets other than land are depreciated over their estimated usel l  lives using 
the straight-line method. The estimated usel l  lives are as follows: 

Treatment facilities and equipment 
Conveyance systems 

4 to 30 years 
50 years 

H. Compensated Absences 

Compensated absences consist of annual leave and a calculated amount of sick leave earned by employees based on 
services already rendered. Employees may accumulate up to 240 hours of annual leave, but must forfeit any annual 
leave hours in excess of the maximum that are unused at the end of the payroll period in which the employee's 
anniversary date falls. Upon termination, all unused and unforfeited annual leave benefits are paid to employees. 
Accordingly, annual leave benefits are accrued as a liability in the financial statements. 

Generally, sick leave benefits provide for ordinary sick pay and are cumulative, but do not vest with employees and 
therefore, are not accrued in the financial statements, except for the actual amount used during the thirty day period 
subsequent to fiscal year en& However, for employees who retire with 20 years or more of continuous service or 
who have a combined total of age and years of service equal to 80 points, and who retire h m  service into the 
Arizona State Retirement System, sick leave benefits do vest and, therefore, are accrued. 

I. Construction Contract Retentions 

The Department has numerous construction projects in process. The Department retains a percentage of each 
progress payment until the project's successful completion. In some instances, contract retentions are deposited in 
escrow accounts so contractors may earn interest during the construction period 

J. Deferred Interest Expense 

For advance refundings resulting in d e f m c e  of debt, the difference between the reacquisition price and net 
carrying amount of the old debt is deferred and amortized as a component of interest expense over the life of the 
refunded debt or the rehding debt, whichever is shorter. This deferred amount is reported as a deduction fkom the 
new debt liability on the statement of net assets. 

K. Revenues 

Sewer utility billings are based on the content and volume of wastewater discharged and a minimum service charge. 

Land developers contribute capital and aid in the construction of certain portions of the conveyance systems. 
Contriiutions are recorded as contniuted capital at their estimated fair value. In those instances when a developer 
makes enhancements that exceed the requirements for the conveyance systems, the Department establishes reduced 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 1 - Summary of Significant Accounting Policies (continued) 

fees and credits that can be used to offset future fees charged to developers for each new connection to the 
conveyance systems. These credits are recorded as deferred sewer connection revenue and recognized as income 
when connection permits are issued 

Sewer connection fees are assessed to land developers based on the type and number of futures attached to the 
conveyance systems. Fees are established at a level to provide for the recovery of the Department's operating 
expenses that are not recovered by the sewer utility service fees. Accordingly, fees collected are classified as 
nonoperating revenues. 

Note 2 - Cash and Cash Equivalents 

Cash and cash equivalents consisted of the following amounts: 

Current 
Cash on hand 
Cash and cash equivalents 
Restricted cash and cash equivalents: 

Construction 
Debt senrice 
Operation and maintenance 

Total restricted cash 

Total current cash and cash equivalents 56.932.832 

Noncurrent 
Restricted cash and cash equivalents: 

Deposits held in escrow accounts 

Total cash and cash equivalents &sl&u!B 

Current restricted cash and cash equivalents represents cash received for capital projects, anticipated debt service 
payments, and an estimated one-twelfth of annual operating expenses. In prior years, only one-twelfth of the annual 
debt principal and interest was restricted. However, because the Water Inhstructure Finance Authority debt 
payment is paid July 1, the entire amount of the payment is now included as restricted cash for debt service. 
Noncurrent restricted cash and cash equivalents are deposits held in escrow pending completion of capital projects. 

The Department's cash and investments in the Pima County Treasurer's investment pool represent a portion of the 
County Treasurer's investment pool portfolio. There is no oversight provided for the County Treasurer's investment 
pool, and the pool's structure does not provide for shares. The Department's portion in the pool is not identified 
with specific investments and is not subject to custodial credit risk 

Credit Risk - Credit risk is the risk that an issuer or countexparty to an investment will not fulfill its obligations. The 
Department does not have a formal investment policy with respect to credit risk The Pima County Treasurer's 
investment pool is unrated 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 2 - Cash and Cash Equivalents (continued) 

Interest Ralo Risk - Interest rate risk is the risk that changes in interest rates will adversely affect an investment's 
fair value. The Department does not have a formal investment policy with respect to interest rate risk. The Pima 
County Treasurer's investment pool had a weighted average maturity of 22 days at June 30,2006. 

Legal Provi~ions - Arizona Revised Statutes authorize counties to invest public monies in the State Treasurer's 
investment pool: obligations issued or guaranteed by the United States or any of the senior debt of its agencies, 
sponsored agencies, corporations, sponsored corporations, or instrumentalities; specified state and local government 
bonds; interest earning investments such as savings accounts, certificates of deposit, and repurchase agreements in 
eligible depositories; and specified commercial paper, bonds, debentures, and notes issued by corporations 
organized and doing business in the United States. In addition, the County Treasurer may invest trust b d s  in fued 
income securities of corporations doing business in the United States or District of Columbia. 

Credit rhk - Statutes have the following requirements for credit risk: 
1. Commercial paper must be rated PI by Moody's Investors Service or A1 or better by Standard and Poor's 

rating service. 
2. Corporate bonds, debentures, and notes must be rated A or better by Moody's investors' service or 

Standard and Poor's rating service. 
3. Fixed income securities must cany one of the two highest ratings by Moody's investors' service and 

Standard and Poor's rating service. If only one of the above-mentioned services rates the security, it must 
carry the highest rating of that service. 

Custodial credit risk - Statutes require collateral for demand deposits, certificates of deposit, and repurchase 
agreements at 101 percent of all deposits not covered by federal depository insurance. 

Concentration ofcredit risk - Statutes do not include any requirements for concentration of credit risk. 

Interest rate rhk - Statutes require that public monies invested in securities and deposits have a maximum maturity 
of 5 years and that public operating h d  monies invested in securities and deposits have a maximum maturity of 3 
years. Investments in repurchase agreements must have a maximum maturity of 180 days. 

Foreign currency risk - Statutes do not allow foreign investments. 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 3 - Capital Asset Activity 

Capital asset activity for the year ended June 30,2006, is presented in the following schedule: 

Balance Balance 
July 1.2005 Increases Decreases June 30.2006 

Capital assets not being depreciated: 

Land and other improvements $ 12,397,849 $ 2,287,789 $ 7,840,639 $ 6,844,999 

Construction in progress 63.324.807 1 1 .O 17.366 59.500.467 14.84 1.706 
Total capital assets not being 

depreciated 75.722.656 13305.155 67.341.106 21.686.705 

Capital assets being depreciated: 

Transfer stations 

Conveyance systems 

Treatment facilities 

Equipment 
Total capital assets being 

depreciated 

Less accurnuIated depreciation for: 

Transfer stations 

Conveyance systems 

Treatment facilities 

Equipment 1 1.545.0 14 741.345 4.344.884 7.941.475 
Total accumulated depreciation 262.1 68.632 20.4 1 6.293 5.017.713 277.567212 
Total capital assets being 

depreciated, net 51 1.612278 58.262.778 3.608.048 566267.008 

Capital assets, net $587.334.934%71.567.933%70.949.154 

Decreases in capital assets include transfers to Pima County as a result of the transfer of the Solid Waste division to 
a special revenue fund 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 4 - Long-Term Liabilities 

The following schedule details the Department's long-term liability and obligation activity for the year ended June 
30, 2006. 'Ihe decrease in the landfill closure and postclosure care costs represents the transfer of the Solid Waste 
division to a special revenue fUnd 

Balance Balance Due Within 
Julv 1.2005 Increases Decreases June 30.2006 1 vear 

Sewer revenue bonds $ 60,075,000 
Less unamortized deferred 

amounts 4265.696 
Total sewer revenue bonds 

payable 55.809.304 

Wastewater loans payable 84,232,3 13 1,085,658 4,950,734 80,367,237 5,502,956 
Less unamortized deferred 

amounts 255.021 36,433 21 8.594 

Total wastewater loans payable 83.977.286 80.148.643 5.502.956 

Landfill closure and postclosure 
care costs 15,635,842 15,635,842 

Construction contract 
retentions payable 4.85 1.976 163.086 452.827 4.562.235 

Total long-term liabilities %160.274.408%-%25.102.751- 

Sewer Revenue Bonds Payabl-The Department has issued several series of sewer revenue bonds (Series 1998, 
Refunding 2001, and Rehding 2004) to provide funds for the defeasance of prior sewer revenue bonds, the 
construction of a utility plant, and the construction of improvements to the sewer system. The bonds are callable at 
various prices depending on the date of call. Interest on the bonds is payable semiannually. Of the total amount 
originally authorized, $3,943,000 from the May 20,1997, bond election, and $150,000,000 from the May 18,2004, 
bond election remain unissued. 

Wastewater Loans Payable--The Department has entered into four loan agreements with the Water hhstructure 
Financing Authority of Arizona (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. 

At June 30,2006, the Department has drawn down only $18,538,309 of the $19,967.33 1 authorized loan amount for 
the 2004 Water Infrastructure Financing Authority of Arizona (WIFA) loan. Payments of principal, which are 
subject to change, are based on the total amounts drawn. 

Debt Covenants-All revenue bonds were issued and the loan agreements were executed with a first lien on the 
first pledge of the Department's net revenues and have restrictive covenants, primarily related to minimum utility 
rates and limitations on future bond issues. The bond covenants also require the Department to either maintain a 
surety bond guaranteeing the payment of annual debt service or to maintain in the Bond Reserve Account monies 
equal to the average annual debt service payment. At June 30,2006, the Department had a surety bond to meet the 
requirements of the debt covenants. The Department is also authorized to issue additional parity bonds if certain 
conditions are met, primarily that net revenues for the fiscal year immediately preceding issuance of the parity bonds 
exceed 120 percent of the maximum annual debt service requirements immediately after such issuance. 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 4 - Long-Term Uabilities (continued) 

Bonds and loans outstanding at June 30,2006, were as follows: 

Interest Maturity Outstanding 
s&L Dates Princbal 

Series 1998 4.0-5.5% 2007 - 15 17,655,000 
Refunding 2001 4.0-5.4% 2007- 15 14,980,000 
Refunding 2004 2.63-5.59'0 2007 - 15 22.890.000 

Total sewer revenue bonds payable %55.525.000 

1996 loan payable 3.1% 2006 - 12 9,069,388 
1997 loan payable 2.95% 2006 - 1 1 3,670,008 
2000 loan payable 2.20% 2006 - 16 49,089,532 
2004 loan payable 1.81% 2007 - 24 18.538.309 

Total wastewater loans payable %80.367.237 

Revenue bond debt service and loan payment requirements to maturity, are as follows: 

Year ending June 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2016 

20 17-202 1 
2022-2025 
Total 

Revenue Bond Debt Service 
Princiual Interest 

Loan Pavment Requirements 
Princi~al Interest 

Constmction Contract Retentions Payablestate laws and regulations require the Department to withhold a 
portion of progress payments made on construction contracts until the successful completion of the construction 
project. 

Note 5 -Due To Other Pima County Funds 

Due to other Pima County funds represents payables for goods or services. At June 30,2006, the payables included 
$28,820 due to the General Fund, $1,331 due to the Automotive Services Fund, $23,053 due to the Environmental 
Quality Fund, and $124,080 due to the Capital Projects Fund. 



Pirna County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 6 - Related Party Transactions 

Administrative and Mscal Services-The Department incurred expenses from Pima County for a variety of 
administrative and fiscal services, including $1,967,662 for the allocation of overhead, $1,329,338 for self-insurance 
premiums; $1,363,679 for interdepartmental supplies and services charges; $1,169,633 for motor pool charges; 
$321,889 for professional charges; $81 1,284 for repair and maintenance charges; $79,083 for printing charges; and 
$213,740 for miscellaneous other charges. 

Public Works Center-The Department occupies a portion of the Public Works Center and pays rent based on a 
pro rata share of the building expenses incurred by the Pima County Facilities Management department. The 
Department's rent totaled $22 1,247 for the year ended June 30,2006. 

Note 7 - Significant Commitments 

Commitments under construction contracts at June 30,2006 totaled $8,30632 1. 

Note 8 - Claim, Judgments and Risk Management 

The Department is a participant in Pima County's self-insurance program. The County's self-insurance program 
covers the Department for risks of loss related to torts; theft of, damage to, and destruction of assets; mors and 
omissions; injuries to employees; and natural disasters. In the opinion of the Department's management, any 
unfavorable outcomes from these types of risks would be covered by that self-insurance program. Accordingly, the 
Department has no risk of loss beyond adjustments to future years' premium payments to Pima County's self- 
insurance program. All estimated losses for unsettled claims and actions of Pima County are determined on an 
actuarial basis and are included in the Pima County Comprehensive Annual Financial Report. 

Risks of loss arising from contractual breaches are not covered by the County's self-insurance program or 
commercial insurance. The Department's management does not believe that these types of losses would be material 
to the financial statements; therefore, no accrual of losses has been reported in the financial statements. At June 30, 
2006, there were no material lawsuits related to contractual breaches. 

Note 9 - Intergovernmental Agreements 

The City of Tucson, Metropolitan Domestic Water Improvement District (MDWID), Town of Marana Water, and 
Oro Valley Water provide sewer utility billing and collection services, certain computer services, accounting 
information, and statistical data to the Department. During the year ended June 30,2006, the Department paid fees 
totaling $2,125,336, $93,134, $17,465, and $1 10,226, respectively, for such services. As part of its agreement, the 
City of Tucson invests cash collected fiom utility customers and held for remittance to the Department. Interest 
eamings on such investments are remitted to the Department The MDWID, Town of Marana Water and Oro Valley 
Water submit cash receipts to the Department regularly. However, cash collections are not invested, and therefore, 
MDWID, Town of Marana Water, and Oro Valley Water do not remit interest to the Department. 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
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Note 10 - Segment Information 

Liquid Waste operates the sewer system that provides wastewater collection, treatment, and disposal throughout 
Pima County. All revenues generated by the ownership, use, and operation of Pima County's sewer system are 
pledged in support of sewer system debt. In addition, debt covenants require sewer system revenues, expenses, 
gains, losses, assets, and liabilities to be accounted for separately. 

Condensed Statement of Net Assets 

Assets: 
Current assets and restricted assets 
Due from other Pima County funds 
Nonwrent restricted assets 
Capid assets, net of accumulated depreciation 
Other noncurrent assets 

Total assets 

Liabilities: 
Current liabilities 
Due to other Pima County funds 
Noncurrent liabilities 

Total liabilities 

Net Assets: 
Invested in capital assets, net of related debt 
Restricted 
Unrestricted 

Total net assets 

Condensed Statement of Revenues, Expenses and Changes in Fund Net Assets 

Operating revenues (expenses): 
Sewer utility service 
Other operating revenues 
Depreciation expense 
Other operating expenses 

Operating loss 

Nonoperating revenues (expenses): 
Sewer connection revenue 
Other nonoperating revenues 
Interest expense 
Other nonoperating expenses 

Capital contributions 
Transfers out to other county funds 
Increase in net assets 

Net assets, July 1,2005 465.423.102 

Net assets, June 30,2006 $505.663.332 
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Note 10 - Segment Informadon (continued) 

Condensed Statement of Cash ETows 

Net cash provided by: 
Operating activities 
Noncapital financing activities 
Capital and related financing activities 
Investing activities 

Increase in cash and cash equivalents 

Cash and cash equivalents, July 1,2005 

Cash and cash equivalents, June 30,2006 

Note 11 - Retirement Plan 

Plan Description-The Department contniutes to a cost-sharing multiple-employer defined benefit pension plan 
administered by the Arizona State Retirement System (ASRS) that covers general employees of the Department. 
Benefits are established by state statute and generally provide retirement, death, long-term disability, survivor, and 
health insurance premium benefits. The ASRS is governed by the Arizona State Retirement System Board according 
to the provisions of Arizona Revised Statutes Title 38, Chapter 5, Article 2. 

The ASRS issues a comprehensive annual fmancial report that includes financial statements and required 
supplementary information. The most recent report may be obtained by writing the Arizona State Retirement 
System, 3300 North Central Avenue, P.O. Box 33910, Phoenix, Arizona 85067-3910, by calling (602) 240-2000 or 
on-line at 0. 

F'unding Policy-The Arizona State Legislature establishes and may amend active plan members' and the 
Department's contribution rates. For the year ended June 30, 2006, active plan members and the Department were 
each required by statute to contribute at the actuarially determined rate of 7.4 percent (6.9 percent retirement and 0.5 
percent long-term disability) of the members' annual covered payroll. The Department's contributions to the ASRS 
for the years ended June 30, 2006, 2005, and 2004, were $1,528,578, $1,172,625, and $1,219,545, respectively, 
which were equal to the required contributions for the year. 
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Pirna County 
Department of Wastewater Management 

Combining Statement of Revenues, Expenses, 
and Changes in Fund Net Assets 

Year Ended June 30,2006 

Liquid Waste Solid Waste Total 

Operating revenues: 

Sewer utility service 
Engineering review and inspection fees 
Permits and fines 
Other income 

Total operating revenues 

Operating expenses: 
Employee compensation 
Operating supplies 
Utilities 
Sludge and refuse disposal 
Repairs and maintenance 
General and administrative 
Consultants and professional services 
Depreciation 

Total operating expenses 
Operating loss 

Nonoperating revenues (expenses): 
Intergovernmental revenue 
Interest income 
Sewer connection revenue 
Loss on disposal of equipment 
Interest expense 
Amortization of deferred charges 

Total nonoperating revenues (expenses) 

Income before capital contributions and transfers 

Capital contributions 
Transfers in 
Transfers out 

Increase in net assets 

Net assets-July 1,2005 

Net assets-June 30,2006 



Pima County 
Department of Wastewater Management 

Combining Statement of Cash Flows 
Year Ended June 30,2006 

Liquid Waste Solid Waste Total 

Cash flows from operating activities: 

Receipts from customers 
Miscellaneous receipts 
Payments to suppliers for goods and services 
Payments to other Pima County funds for goods 
and services 

Payments to employees 
Net cash provided by operating activities 

Cash flows from noncapital fmancing activities: 
Intergovernmental receipts 
Repayment of in-d borrowings 
Cash transfers to other Pima County funds 

Net cash provided by (used fix) noncapital 
financing activities 

Cash flows from capital and related fmancing activities: 
Sewer connection receipts b customers 
Proceeds fium the sale of capital assets 
Intergovernmental contract receipts 
Purchase and construction of capital assets 
Proceeds fiom issuance of sewer loans 
Principal payments on revenue bonds and loans 
Interest payments on revenue bonds and loans 

Net cash provided by capital and related financing 
financing activities 

Cash flows from investing activities: 
Interest received on investments 

Net cash provided by investing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents, July 1,2005 

Cash and cash equivalents, June 30,2006 $ 57,425,204 $ 57,425,204 

(Continued) 



Pima County 
Department of Wastewater Management 

Combining Statement of Cash Flows 
Year Ended June 30,2006 

(Continued) 

Liquid Waste Solid Waste Total 

Reconciliation of operating loss to net cash 
provided by operating activities: 

Operating loss $ (15,044,168) $ (15,044,168) 

Adjustments to reconcile operating loss to 
net cash provided by operating activities: 

Depreciation 
Changes in assets and liabilities: 

Decrease (increase) in assets: 
Accounts receivable 
Due fiom other governments 
Inventory of materials and supplies 
Prepaid expenses 

Increase (decrease) in liabilities: 
Accounts payable 
Due to other governments 
Accrued payroll and employee benefits 

Net cash provided by operating activities 

Noncash investing, capital, and noncapital financing activities: 

During the year ended June 30,2006, developers conveyed capital assets with an estimated fair value of $14,407,846 and the 
County's I n t d  Service Fund conveyed capital assets with a net book value of $26,050 to the Department. These 
transactions were recorded as capital contributions. 

During the year ended June 30,2006, the Pima County Board of Supervisors approved Connection Fee Flow-Through Sewer 
Credit Agreements totaling $16,697. This transaction was recorded as an increase to deferred revenue and a decrease in 
capital contributions. 

During the year ended June 30, 2006, the Department retired expired Sewer Credit Agreements totaling $190,538. This 
transaction was recorded as a decrease to deferred revenue and an increase in capital contributions. 

During the year ended June 30,2006, the Department retired assets with a net book value of $22,354. 

During the year ended June 30,2006, the Department transferred to the County's general government the assets of the Solid 
Waste Management division with a net book value of $1 1,334,107. 

During the year ended June 30, 2006, the Department conveyed the long-term liabilities of the Solid Waste Management 
division in the amount of $15,779,706 to the County's general government. 



HEINFELD, MEECH & CO., P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 

Gary Heinfcld, CPA, CGFM Scott W. Kies, CPA 
Nancy A Meech, CPA, CGFM Kimberly A. Robinson, CPA 
Jennifer L. Shields, CPA Kcra Badalamenti, CPA 
Corcy Arvizu, CPA 

10120 N. Oracle Road 
Tucson. Arizona 85704 

(520) 742-26 11 
Fax (520) 742-27 18 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WlTH 
GO KElUVMENT A UDITING STANDARDS 

The Board of Supervisors 
of Pirna County, Arizona 

Members of the Board: 

We have audited the financial statements of Pima County Department of Wastewater 
Management as of and for the year ended June 30,2006, and have issued our report thereon 
dated September 21, 2006. We conducted our audit in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered Pima County Department of Wastewater 
Management's internal control over financial reporting in order to determine our auditing 
procedures for the purpose of expressing our opinions on the financial statements and not to 
provide an opinion on the internal control over financial reporting. Our consideration of the 
internal control over financial reporting would not necessarily disclose all matters in the internal 
control that might be material weaknesses. A material weakness is a reportable condition in 
which the design or operation of one or more of the internal control components does not reduce 
to a relatively low level the risk that misstatements caused by error or fraud in amounts that 
would be material in relation to the financial statements being audited may occur and not be 
detected within a. timely period by employees in the normal course of performing their assigned 
functions. We noted no matters involving the internal control over financial reporting and its 
operation that we consider to be material weaknesses. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Pima County Department of 
Wastewater Management's financial statements are free of material misstatement, we performed 
tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance 
with those provisions was not an objective of our audit, and accordingly, we do not express such 
an opinion. The results of our tests disclosed no instances of noncompliance or other matters 
that are required to be reported under Government Auditing Standards. 



This report is intended solely for the information and use of the Board of Supervisors, 
management and pass-through entities and is not intended to be and should not be used by 
anyone other than these specified parties. 

HEWELD, MEECH & CO., P.C. 
Certified Public Accountants 

September 2 1,2006 



APPENDIX F 

EXCERPTS FROM 
PIMA COUNTY, ARIZONA 

COMPREHENSIVE ANNUAL FINANCIAL REPORT 
FOR THE FISCAL YEAR ENDED 

JUNE 30,2006 

The following are excerpts from the County's 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 County's 
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 OCCICC or THC WILLIAM THOMSON 
AUDITOR GENERAL 

AUDITOR 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 
County's basic financial statements as listed in the table of contents. These financial statements are'the 
responsibility of the County's management. Our responsibility is to express opinions on these financial 
statements based on our audit. We did not audit the financial statements of certain departments, two 
major funds, and a component unit, which account for the following percentages of the assets, liabilities, 
revenues, and expenses or expenditures of the opinion units affected: 

Expenses1 
Opinion Unit/Deparbnent Assets Liabilities Revenues Expenditures 

Government-wide Statements 
Governmental Activities: 

Stadium District 0.09% 0.08% 0.42% 0.29% 
Self-Insurance Trust 2.75% 6.77% 0.29% 0.70% 

Business-type Activities: 
Wastewater Management 91.89% 86.1 5% 30.42% 23.10% 
Pima Health System & Services 4.36% 12.47% 64.74% 72.18% 
Development Services 2.50% 1.23% 4.46% 4.04% 
Self-Insurance Trust 0.00% 0.00% 0.00% 0.29% 

Component Unit-Southwestem Fair 
Commission 1 00.00% 1 00.00% 1 00.00% 100.00% 

Fund Statements 
Major Funds: 

Wastewater Management 100.00% 100.00% 100.00% 1 00.00% 
Pima Health System & Services 100.00% 100.00% 100.00% 100.00% 

Aggregate Remaining Fund Information: 
Stadium District 0.28% 0.35% 1.23% 0.74% 
Development Services 3.85% 1.86% 7.39% 5.68% 
Self-Insurance Trust -. 8.83% 30.60% 6.84% 7.95% 
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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 a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe that 
our audit and the reports of the other auditors provide a reasonable basis for our opinions. 

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the 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 2, the County retroactively reported infrastructure assets not previously capitalized 
as part of the phased implementation requirements of GASB Statement No. 34, Basic Financial 
Statements-and Management's Discussion and Analysis-for State and Local Governments. 

The Management's  isc cuss ion 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 County's 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 a 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 
County's Single Audit Reporting Package that will be issued at a 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 2 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 County's 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 a 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 ~avenport 1 
Auditor General 

December 1,2006 
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Management's Discussion and Analysis 



Management's Discussion & Analysis 

This section of Pima County's comprehensive annual financial report presents a discussion and analysis 
of the County's financial performance during the year ended June 30,2006, and should be read in con- 
junction with the County's basic financial statements in the following sections. All dollar amounts are 
expressed in thousands (000's) unless otherwise noted. 

FINANCIAL HIGHLIGHTS 

At June 30, 2006, the County's combined assets exceeded combined liabilities (net assets) by 
$1,495,175, an increase of 9.1% from the prior year. Of this amount, $53,748 is available for general 
government expenditures (unrestricted net assets), $214,040 is restricted for specific purposes (re- 
stricted net assets), and $1,227,387 is invested in capital assets, net of related debt and accumulated 
depreciation. 

Composition of Net Assets 

U~eStri~ted net assets - $53,748 
Restricted net assets - $214,040 

Invested in capital asset$, net of related debt 
$1,227,387 

Of the total fund balances of the County's governmental funds, total fund balance decreased $38,009 
to $213,998, with $196,018 of this amount available for expenditure. The amount available for ex- 
penditure is comprised of $46,423 for the General fund, $15,685 for the Transportation fund, $84,472 
for the Capital Projects fund and $49,438 for the County's other governmental funds. 

The General fund unreserved fund balance increased $13,252 from the previous year to $46,423. 
This balance represents approximately 11.5% of the County's General fund expenditures and 6.1% of 
total governmental funds expenditures. 

The Solid Waste fund, formally a division of Wastewater Management Enterprise Fund, has been re- 
classitied as a special revenue fund. 



OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the County's basic financial state- 
ments. The County's basic financial statements consist of four components: (1) Government-wide finan- 
cial statements, (2) Fund financial statements, and (3) Notes to the basic financial statements. Required 
supplementary information (4) is included in addition to the basic financial statements. 

Government-wide Financial Statements are designed to provide readers with a broad overview of 
County finances, in a manner similar to a 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 a 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 a 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 County's downtown parking garages. 

A discretely presented component unit is included in the basic financial statements and consists of a le- 
gally separate entity for which the County is financially accountable. The County reports the Southwest- 
em Fair Commission, which operates the County Fairgrounds and the annual Pima County Fair, as a 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 governments, uses fund accounting to ensure and demonstrate finance-related legal compliance with 
applicable State statutes and federal OMB budgeting guidelines. All of the funds can be divided into 
three categories: (1) governmental funds, (2)proprietary funds, and (3)fiduciary funds. 

Governmental funds are used to account for essentially the same functions reported as governmental ac- 
tivities in the government-wide financial statements. However, unlike the government-wide financial 
statements, governmental funds financial statements focus on near-term inflows and outjlows 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 County's near-term financing requirements. 



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 government's near-term financing decisions. Both the 
governmental funds balance sheet and the governmental funds statement of revenues, expenditures, and 
changes in fund balances provide a 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 a 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 funds are an accounting device used to accumulate and allocate costs 
internally among the County's 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 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 a single, aggre- 
gated presentation. Similarly, the County's internal service funds are combined into a 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. 

Fiduciaryfunds 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 County's 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 a 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 County's 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. 



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 a useful indicator of a government's financial position over time. 
County assets exceeded liabilities by $1,495,175 at June 30, 2006. The following table shows condensed 
information for the Statement of Net Assets: 

Table 1 
Statement of Net Assets 

At June 30,2006 

Governmental Activities Business-type Activities Total 
Fiscal Year Fiscal Year Fiscal Year 

2005-2006 2004-ZOOS* 2005-2006 2004-2005 2005-2006 2004-2005* 

Current and other assets $ 342,194 $ 372,920 $ 114,925 $ 96,000 $ 457,119 $ 468,920 
Capital assets: 

Land, buildings, equipment, 
infrastructure & other 1,146,334 1,072,091 597,365 596,538 1,743,699 1,668,629 

Total assets 1,488,528 1,445,011 7 12,290 692,538 2,200,818 2,137,549 

Current and other liabilities 83,175 79,660 40,048 43,514 123,223 123,174 
Long-term liabilities 446,000 469,861 136,420 160,275 582,420 630,136 

Total liabilities 529,175 549,52 1 176,468 203,789 705,643 753,310 

Net assets : 
Invested in capital assets, 
net of related debt 761,130 754,742 466,257 457,600 1,227,387 1,212,342 

Restricted 159,759 107,297 54,281 10,298 214,040 117,595 
Unrestricted (deficit ) 38,464 33,451 15,284 20.85 1 53,748 54,302 

Total net assets $ 959,353 $ 895,490 $ 535,822 $ 488,749 $1,495,175 $ 1,384,239 

*As restated - See Note 2 & Note 5 of the financial statements 

The largest portion of the County's 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 $1,227,387, comprising approximately 82.1% of total net 
assets. The County uses a 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 $15,045 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 County's 
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 $214,040 and comprised approximately 14.3% of total 
net assets. This represents a $96,445 increase in restricted net assets from the $1 17,595 balance of fiscal 
year 2004-05. 



The remaining balance of the County's net assets represents unrestricted net assets, which may be used to 
meet the County's ongoing obligations to citizens and creditors. As of June 30,2006, u~estricted net as- 
sets totaled $53,748 and comprised approximately 3.6% of total net assets. 

Governmental activities 

Governmental activities contributed $63,863, or 57.6% of the County's $1 10,936 increase, in total net 
assets during fiscal year 2005-06. The following table shows changes in net assets for governmental ac- 
tivities: 

Table 2 
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 
Operating grants and contributions 
Capital grants and contributions 

Total program revenues 
General revenues: 

Property taxes 
State-shared taxes 
Investment earnings 
Other general revenues 

Total general revenues 
Total revenues 

Expenses: 
General government 
Public safety 
Highways and streets 
Sanitation 
Health 
Welfare 
Culture and recreation 
Education and economic opportunity 
Unallocated depreciation and amortization 
Interest on long-term debt 

Total expenses 

Excess before transfers 

Transfers in (out) 

Change in net assets 



Key elements of the change in net assets from governmental activities include: 

Program revenues increased $6,756, reflecting increases by Charges for services and Operating 
grants & contributions of $18,231 and a decrease of $1 1,475 in Capital grants & contributions. 

Revenue from Charges for services increased by $10,239 primarily due to the reclassifi- 
cation of Solid Waste from a business-type activity under Wastewater Management to a 
governmental fund. This accounted for 44.3% of the increase, or $4,53 1. There was also 
a 13.8% increase, or $3,152, within the functional class general government that was 
primarily due to a reclassification of Internal Service fund revenues of $2,709 from gen- 
eral miscellaneous revenues to charges for services. 

- Revenue from Operating grants and contributions increased by $7,992 due primarily to 
an increase of $5,666 in the function class general government. The County received 
$2,100 in federal revenue from the Help America Vote Act (HAVA) grant to purchase 
touch screen voting equipment, and a $1,575 increase in federal revenue for the County 
Law Enforcement Antiracketeering grant. In addition, there was a $3,058 increase for 
HURF revenue in the functional class highways and streets. 

Revenue from Capital grants & contributions decreased by $1 1,475 due primarily to a 
$14,089 decline in governmental funding for County capital projects. There was a 
$9,016 and $484 decrease in federal and state funding, respectively, for the Veterans 
Memorial Overpass project and a $2,685 decline in state funding for the La Cholla 
Boulevard project. There was also a $2,110 decline in federal funding for the Wet- 
more/Ruthrauff intersection project. These projects were completed during the fiscal 
year. 

General revenues increased by $42,539, 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 $21,527. 
Sales tax revenue increased $1 1,648, or 12.7%, due to growth in retail sales. 

Investment earnings continue to improve as interest rates rose for a second consecutive fiscal 
year. During the majority of the fiscal year, the County invested a majority of its funds in the 
State Treasurer's 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 $54,074 due to the following: 

An increase of $22,201 in personnel costs, primarily attributable to salary adjustments of 
4.2% for County employees and a one step increase for Sheriffs deputies and sergeants. 
Additionally, increases in the County's required contribution to the Public Safety Retire- 
ment system for Sheriff's 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 $7,258 in expenses for the sanitation function. 

The increase in expenditures for welfare was due to a state-mandated increase of $360 in 
the monthly contribution to the Arizona Long-Term Care system (ALTCS), an increase 
of $3,925 for health care services to both the adult and juvenile detention centers and an 
increase of $1,128 for psychiatric services. 



The addition of bridge structures to infrastructure resulted in $1,244 for depreciation ex- 
pense. This addition is reflected in the highway and streets functional expense. 

Business-tv~e activities 

Business-type activities contributed $47,073, or 42.4%, of the County's increase of $1 10,936 in total net 
assets during the year ended June 30,2006. The following table shows changes in net assets for business- 
type activities: 

Table 3 
Business-type 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 
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: 
Wastewater Management 
Pima Health System & Services 
Development Services 
Parking Garages 

Total expenses 

Excess before transfers 46,939 45,906 1,033 2.3% 

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 $23,326, primarily as a result of: 

* Wastewater Management increased sewer utility service and connection fees, resulting in 
an increase of $12,122 in charges for services. 

+ An increase of $8,816 within Pima Health System & Services primarily due to an in- 
crease of $8,117 in the Arizona Long Term Care System (ALTCS) and an increase of 



$5,752 in the Arizona Health Care Cost Containment System (AHCCCS) programs, a re- 
sult of rate increases. This was offset by a loss in revenue from reinsurance claims. 

An increase of $2,410 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 $16,946, due to the following changes: 

* An increase of $6,774 in Pima Health System & Services due primarily to increases of 
$2,351 for employee compensation the result of salary adjustments of 4.2% for County 
employees and $3,408 for medical claims due to a rate increase. 

An increase of $6,622 in Wastewater Management due primarily to increases of $2,071 
in consultants and professional services and $2,308 in depreciation expenses. 

An increase of $3,565 in Development Services due primarily to an increase of $2,079 in 
employee compensation the result of salary adjustments of 4.2% for County employees. 

FINANCIAL ANALYSIS OF THE COUNTY'S FUNDS 

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with finance- 
related legal requirements. 

Governmental funds 

The County's 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 County's governmental funds is to provide information on near-term in- 
flows, outflows, and balances of expendable resources. Such information is useful in assessing the 
County's financing requirements. In particular, unreserved fund balances may serve as a useful measure 
of a government's net resources available for spending at the end of the fiscal year. 

At June 30, 2006, the County's governmental funds reported combined fund balances of $213,998, a de- 
crease of $38,009 from the prior year. Approximately 91.6% of the combined fund balances, or 
$196,018, constitutes unreserved and undesignated fund balance, which is available to meet the County's 
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: 

$6,784 to pay debt service 

$5,769 to reflect inventories and prepaid amounts 

$2,648 for specified programs 

$1,660 to reflect a loan receivable 
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$1,044 designated for Mt. Lernrnon 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 $46,423 while total fund balance reached $51,575. As a measure of the General 
fund's 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 $714,340 in fiscal year 2005-06, which 
represents an increase of $47,923 (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 4 
Revenues Classified by Source 

All Governmental Funds 

Fiscal Year 
2005-2006 2004-2005 Variance 

Amount Percent Amount Percent Amount Percent 
Revenues by source: 
Taxes 
Special assessments 
Licenses and pennits 
Intergovernmental 
Charges for services 
Fines and forfeits 
Interest 
Miscellaneous 
Total revenues 

The following provides an explanation of revenues by source that changed significantly over the prior 
year: 

Taxes Revenues from property taxes increased $20,502. This was a 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. 

Inter~overnmental The $12,645 increase in intergovernmental revenue was due primarily to a 
$12,335 increase in state shared sales tax revenue, the result of increased construction and retail 
sales and population growth. 

Charges for services The $10,014 increase in charges for services revenues is due primarily to 
the reclassification of Solid Waste to a governmental fund and an increase in overhead allocation. 

Interest As previously mentioned, during the majority of the fiscal year the County invested a 
majority of its funds in the State Treasurer's 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 5 
Expenditures by Function 
All Governmental Funds 

Fiscal Year 
Government 2005-2006 2004-2005 Variance 

Function Amount Percent Amount Percent Amount Percent 
General government $ 203,881 26.8% $ 193,308 27.0% $ 10,573 5.5% 
Public safety 121,229 15.9% 109,798 15.3% 11,431 10.4% 
Highways and streets 39,394 5.2% 38,363 5.4% 1,03 1 2.7% 
Sanitation 6,27 1 0.8% 6,271 100.0% 
Health 30,038 3.9% 30,802 4.3% (764) -2.5% 
Welfare 103,034 13.5% 96,996 13.5% 6,038 6.2% 
Culture and recreation 28,561 3.8% 23,172 3.2% 5,389 23.3% 
Education and economic opportunity 37,9 18 5.0% 38,098 5.3% (180) -0.5% 
Capital outlay 121,007 15.9% 127,632 17.8% (6,625) -5.2% 
Debt service: 

- Principal 
- Interest 
- Miscellaneous 

Total expenditures 

Total expenditures in governmental funds increased during fiscal year 2005-06 by $44,13 1. 

The $1 1,431 increase in public safety expenditures was due primarily to an increase in personnel 
costs. The County Sheriffs deputies and sergeants received a one step salary adjustment. In ad- 
dition, corrections officer staffing numbers were increased. 

The $7,656 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 $10,573 increase in general government expenditures was due primarily to the increase in the 
County's administration overhead. In addition, personnel costs increased due to salary adjust- 
ments of 4.2% for County employees. 

The $6,271 in sanitation expenditures resulted from the transfer of the Solid Waste fund into a 
governmental fund from the Wastewater Management Enterprise Fund. 

Budaet to Actual Comuarison 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 $17,481 and actual expenditures were less 
than budgeted expenditures by $1,236. No variances between the budget to actual amounts were signifi- 
cant enough to affect the County's ability to provide future services. 



Prourietan, funds 

The County's 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 a 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 a comparison of this year's enterprise fund activities with the prior year: 

Table 6 
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 
Charges for services 
Other 
Total net operating revenues 

Operating expenses: 
Employee compensation 
Medical claims 
Operating supplies & services 
Utilities 
Sludge and refuse disposal 
Repair and maintenance 
General and administrative 
Consultants and professional services 
Depreciation and amortization 

Total operating expenses 

Operating loss 

Nonoperating revenues (expenses): 
Intergovernmental revenue 
Shared state tax revenue 
Interest income 
Sewer connection fees 
Interest expense 
Loss on disposal of capital assets 
Amortization of deferred charges 
Premium tax 

Total nonoperating revenues 

Income (loss) before contributions 
and transfers 

Capital contributions 
Transfers in 
Transfers (out) 
Change in net assets 



Key activity within the enterprise funds for fiscal year 2005-06 include the following: 

While net operating revenues for the County's Enterprise Funds increased $16,197, operating ex- 
penses increased $17,027, resulting in an operating loss of $8,891, or a decline of $830 from the 
prior year. The operating loss was due to Wastewater Management, which reported a loss of 
$15,044, as compared to the operating income reported by Pima Health System and Services of 
$3,076, Development Services of $3,050 and Parking Garages of $27. 

Net patient services revenues increased by $9,002 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 $8,790 as compared to the prior year. Wastewater 
Management reported an increase of $6,587 due to an increase in sewer utility service fee reve- 
nue. Development Services reported an increase of $2,410 due to an increase in permit revenue, 
as a result of an increase in construction activity. 

Employee compensation expenses increased by $5,186 from fiscal year 2004-05, due to an in- 
crease of $2,351 for Pima Health System and Services and an increase of $2,079 for Develop- 
ment Services. Both increases were primarily due to the Board of Supervisor's approved salary 
rate increases and position reclassifications. 

Medical claims expense continued to increase this year as a result of higher enrollment for Pima 
Health System and Services during the fiscal year. An increase in doctor fees is also responsible 
for a portion of the rise in medical claims expenditures. 

Sewer connection fees charged by Wastewater Management increased by $5,313 due to increased 
connection fee rates. 

Capital Assets and Debt Administration 

Capital Assets 

The County's capital assets increased as a result of retroactively reporting the County's general govern- 
mental infrastructure bridge assets. GASB Statement No.34 allowed for a 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 a restatement of beginning net assets of 
$13,289. Additional information regarding the County's restatement of beginning net assets can be found 
in Note 2 of the financial statements on page 47 of this report. 

The County's investment in capital for its governmental and business-type activities as of June 30, 2006 
amounted to $1,743,699 (net of accumulated depreciation), an increase of 4.5%. Of the $75,070 increase 
in net capital assets, $74,243 (98.9%) came from governmental activities and $827 (1.1%) came from 
business-type activities. The County's 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 $14,993 due primarily to the following acquisitions for governmental activi- 
ties: $2,017 for the Justice Court complex property, $1,806 for the Canoa Ranch property, $1,084 
for the Tortolita Mountain Park property, $1,795 for the Tucson Mountain Park property, $1,073 
for the Rillito Race Track property, $3,001 for land acquisition related to flood control projects 
and $3,698 that represented Solid Waste assets transferred from Wastewater Management. 



Buildings and improvements increased by $53,655 due primarily to the expansion and upgrade of 
the Ina Road Treatment Facility for $62,010. 

Infrastructure increased by $49,726 due primarily to the capitalization of $23,610 for the Vet- 
eran's Memorial Overpass project, $18,727 for the WetmoreIRuthrauff Intersection project, 
$12,681 for the La Cholla Boulevard: River Road to Omar Road project and $7,809 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 7 
Capital Assets 

Governmental and Business-type Activities 

Governmental Activities Business-type Activities Total 
Fiscal Year Fiscal Year Fiscal Year 

Land 
Construction in progress 1 15,305 117,118 14,842 63,325 130,147 180,443 
Buildings and improvements 27 1,77 1 268,996 239,799 188,919 51 1,570 457,915 
Sewage conveyance system 327,335 322,145 327,335 322,145 
Equipment 38,634 35,625 6,683 7,890 45,317 43.5 15 
Infrastructure 

Total 
*As restated - See Note 2 and Note 5 of the financial statements 

The County's infrastructure assets are recorded at historical cost and estimated historical cost in the gov- 
ernment-wide financial statements. Additional information regarding the County's capital assets can be 
found in Note 5 of the financial statements on pages 5 1-53 of this report. 

Lona-term Debt 

Significant, comparative long-term debt entered into during the last two fiscal years is presented below: 

Table 8 
Long-Tern Ikbt 

Gave-m 

FEscal Year 
2oosao6 mm 

Bonds issued (at face value): 
Geraxal obligation 
Shet  and highmy revenue 

bans 
Capital leases 
Total 



During the fiscal year, the Transportation Department received $4,836 in loan proceeds for the Alvernon 
Way road project from the state's Highway Expansion and Extension Loan Program (HELP). As of June 
30, 2006, $1,511 of this amount remained unspent. On May 16, 2006, Pima County voters approved 
$54,000 in general obligation bonds for psychiatric facilities. 

In the prior year, the county received $65,000 in proceeds from the sale of general obligation bonds and 
$51,200 from the sale of transportation revenue bonds. As of June 30, 2006, $4,186 of proceeds from 
general obligation bonds and $9,168 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 "A+" rating from Standard & Poor's and an "Al" rating from Moody's 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 & Poor's 
upgraded to AA-. 

State statutes limit the amount of general obligation debt a governmental entity may issue to 15% of its 
net assessed valuation. The current debt limitation for Pima County is $907,643, which is significantly in 
excess of Pima County's outstanding general obligation debt. 

Additional information regarding the County's debt can be found in Note 7 of the financial statements on 
pages 54-62 of this report. 

Economic Factors and Next Year's 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 percapita 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 County's 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 



$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 a $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 a 
$55 1 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 a new special revenue fund 
$5.0 million scheduled decrease in the County's 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 a general overview of the County's 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, 6h Floor, Tucson, AZ, 
85701. 
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PIMA COUNTY 
STATEMENT OF NET ASSETS 

June 30,2006 
(in thousands) 

Exhibit A -1 

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: 
Land 
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 projects 
Wastewater management 
Healthcare 

Unrestricted 
Total net assets 

Primary Government Component Unit 
Governmental Business-type Southwestern Fair 

Activities Activities Total Commission 

See Notes to the Financial Statements 
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PIMA COUNTY 
STATEMENT OF ACTIVITIES 

For the Year Ended June 30,2006 
(in thousands) 

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 
Pirna Health System & Services 
Development Services 
Parking Garages 

Total business-type activities 
Total primary government 

Program Revenues 

Operating Capital 
Charges for Grants and Grants and 

Expenses Services Contributions Contributions 

Component unit: 

Southwestern Fair Commission $ 5,411 $ 5,563 $ 88 
Total component units $ 5,411 $ 5,563 $ 88 

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 
HoteVmotel 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 
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Exhibit A-2 

Net (JZxpense) Revenue and 
Changes in Net Assets 

Primary Government Component Unit 
Governmental Business-type Southwestern Fair 

Activities Activities Total Commission Functions/hograms 
Primary government: 

Governmental activities: 
General government 
Public safety 
Highways and streets 
Sanitation 
Health 
Welfare 
Culture and recreation 
Education and economic oppommity 
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 conk01 district 
Property taxes, levied for library district 
Property taxes, levied for debt service 
HoteVmotel 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 
Lnterest 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 
~ - .~ ~ 

895,490 488,749 1,384,239 2,448 Net assets at beginning of year, as restated 
$ 959,353 $ 535,822 S 1,495,175 S 2,789 Net assets at end of year 

See Notes to the Financial Statements 
3 1 



PIMA COUNTY 
BALANCE SHEET 

GOVERNMENTAL FUNDS 
June 30,2006 
(in thousands) 

Exhibit A - 3 

Other 
Governmental 

Funds 

Total 
Governmental 

Funds General Transportation Capital Projects 

Cash and cash equivalents 
Property taxes receivable (net) 
Interest receivable 
Due from other funds 
Due from other governments 
Accounts receivable 
Inventory 
Prepaid expenditures 
Loan receivable 
Other assets 
Restricted cash equivalents 

Total assets 

Liabilities and fund balances 

Liabilities: 
Accounts payable 
Contract retentions 
Employee compensation 
Due to other funds 
Due to other governments 
Deposits and rebates 
Deferred revenues 17,601 3,603 

Total liabilities 36,867 13,466 

Fund balances: 
Reserved for: 

Inventory 
Prepaid expenditures 
Debt service 
Capital repairs and refurbishments 
Specified programs 
Loan receivable 

Unreserved, designated for: 
Special revenue, flood mitigation 

Unreserved, undesignated: 
General fund 
Capital projects 
Special Revenue 
Debt service 

Total fund balances 

Total liabilities and fund balances $ 88,442 $ 31,221 

See Notes to the Financial Statements 
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PIMA COUNTY Exhibit A - 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 

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 
Less accumulated depreciation 

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 
Loans and leases payable 
Unamortized deferred issuance costs reported as other assets 

Some compensated absences are not due and payable shortly after 
June 30,2006, and therefore are not reported in the governmental funds 

Employee compensation 

Some liabilities are not due and payable shortly after June 30,2006, and 
are therefore not reported in the governmental funds 

Landfill liability 

Deferred revenue in governmental funds is susceptible to full accrual on the 
government-wide statements 

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 

Net assets of governmental activities 

See Notes to the Financial Statements 
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PIMA COUNTY Exhibit A - 5 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 

GOVEFUWENTAL FUNDS 
For the Year Ended June 30,2006 

(in thousands) 

Other 
Governmental 

Transportation Capital Projects Funds 

Total 
Governmental 

Funds General 
Revenues: 
Taxes 
Special assessments 
Licenses and permits 
Intergovernmental 
Charges for services 
Fines and forfeits 
Interest 
Miscellaneous 

Total revenues 

Expenditures: 
Current: 
General government 
Public safety 
Highways and streets 
Sanitation 
Health 
Welfare 
Culture and recreation 
Education and economic opportunity 

Capital outlay 
Debt service - principal 

- interest 
- miscellaneous 

Total expenditures 

Excess (deficiency) of revenues over 
(under) expenditures 

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) 

Net change in fund balances 

Fund balance at beginning of year 

Change in reserve for inventory 
Change in reserve for prepaids 

Fund balance at end of year 

See Notes to the Financial Statements 
34 



PIMA COUNTY Exhibit A - 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 

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 
Less current year depreciation 

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 

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 

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 
Face amount of capital lease 
Debt service - principal payments 
Amortization expense 

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 
Other 

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 
Change in landfill liability 
Net book value of capital asset disposals 
Change in reservation of fund balances 

Internal service funds are used by management to charge the costs of certain 
activities to individual funds. A portion of the net expense of the internal service funds is 
reported with governmental activities (1.069) 

Change in net assets of governmental activities $ 63,863 

See Notes to the Financial Statements 
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PIMA COUNTY 
STATEMENT OF NET ASSETS 

PROPRIETARY FUNDS 
June 30,2006 
(in thousands) 

Exhibit A - 7 

Business-type Activities 
Enlerprise Funds 

Pima Other 
Health System Wastewater Entennise 

Governmental 
Activities- 

Internal Service 
Funds 

Total 
Enterprise 

Funds & Serices Management Funds 
&&$ 

Current assets: 
Cash and cash equivalents 
Restricted cash and cash equivalents 
Interest receivable 
Due from other funds 
Due from other governments 
Accounts receivable (net) 
Inventory 
Prepaid expense 

Total current assets 
Noncurrent assets: 

Restricted cash and cash equivalents 
Invesments 
Capital assets: 

Land and other improvements 
Buildings and improvements 1,116 
Sewage conveyance system 
Equipment 1,302 
Less accumulated depreciation ( 1,528) 
Construction in progress 

Total capital assets (net of accumulated depreciation) 890 
Deferred financing costs 

Total noncurrent assets 890 

Towl assets 

Liabilities 
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 23,654 152,203 2,452 

Net assets 
Invested in capital assets, net of related debt 
Restricted for: 

Debt service 
Wastewater management 
Healthcare 

Unrestricted 

Total net assets 

Some amounts reponed 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 

See Notes to the Financial Statements 
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PIMA COUNTY Exhibit A - 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 
Enterprise Funds Governmental 

Pima Other Total Activities- 
Health System Wastewater Enterprise Enterprise Internal Service 

&Services Management Funds Funds Funds 
Operating revenues: 
Net patient services 
Charges for services 
Other 

Total net operating revenues 

Operating expenses: 
Employee compensation 
Medical claims 
Operating supplies and services 
Utilities 
Sludge and refuse disposal 
Repair and maintenance 
Incurred losses 
Insurance premiums 
General and administrative 
Consultants and professional services 
Depreciation 

Total operating expenses 

Operating income (loss) 

Nonoperating revenues (expenses): 
Intergovernmental revenue 
Interest income 
Sewer connection fees 
Interest expense 
Gain (loss) on disposal of capital assets 
Amortization of deferred charges 
Premium tax 

Total nonoperating revenues (expenses) 

Income (loss) before contributions and transfers 

Capital contributions 
Transfers in 
Transfers (out) 

Change in net assets 

Net assets at beginning of year 

Net assets at end of yea 

Some amounts reported for business-type activities in the 
Statement of Activities are different because a portion of the 
net expense of certain internal service funds is reported 
with business-type activities. 

Change in net assets of business-type activities 

See Notes to the Financial Statements 
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Cash flows from operating activities: 
Cash received from other funds for goods and services provided 
Cash received from customers for goods and services provided 
Cash received from miscellaneous owrations 
Cash payments to suppliers for goods and services 
Cash payments to other funds for goods and semces 
Cash payments for incurred losses 
Cash payments to employees for services 

PIMA COUNTY 
STATEMENT OF CASH FLOWS 

PROPRIETARY FUNDS 
For the Year Ended June 30,2006 

(in thousands) 

Exhibit A - 9 

Net cash provided by (used for) operating activities 

Cash flows from noncapital financing activities: 
Interest paid on short-term credit 
Cash transfers in from other funds 
Cash transfers out to other funds 
Loans with other funds 
Premium Tax 
Intergovernmental revenues 

Net cash provided by (used for) noncapital financing activities 

Cash flows from capital and related financing activities: 
Proceeds from issuance of bonds and loans 
Principal paid on bonds and loans 
Interest paid on bonds and loans 
Sewer connection fees 
Proceeds from sale of capital assets 
F'roceeds from intergovernmental Contract 
Purchase of capital assets 

Net cash provided by (used for) capital and 
related financing activities 

Cash flows from investing activities: 
Interest received on cash and investments 

Net cash provided by investing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

Governmental 
Pima Other Total Activities- 

Health System Wastewater Enterprise Enterprise Internal Service 
& Services Management Funds Funds Funds 

(Continued) 

See Notes to the Financial Statements 
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PIMA COUNTY 
STATEMENT OF CASH FLOWS 

PROPRIETARY FUNDS 
For the Year Ended June 30,2006 

(in thousands) 

Exhibit A - 9.1 

(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 

Operating income (loss) 
Adjustments to reconcile operating income (loss) to 

net cash provided (used) by operating activities: 
Depreciation and amortization 
Decrease (increase) in assets: 

Accounts Receivable 
Due from other governments 
Inventory and other assets 
Prepaid expenses 

Increase (decrease) in liabilities: 
Accounts payable 
Interfund payables 
Due to other funds 
Due to other governments 
Reported but unpaid losses 
Incurred but not reported losses 
Other current liabilities 

Net cash provided by (used for) operating activities 

& Services Management 
$ 3,076 $ (15,044) 

Funds Funds 
$ 3,077 $ (8,891) 

Funds 
$ (4,222) 

Noncash investing, capital, and noncapital financing activities during the year ended June 30,2006: 

Wastewater Management Enterprise Fund retired capital assets with a net book value of $22 

Wastewater Management Enterprise Fund received contributed developer-built conveyance systems with estimated fair values totaling $14,408, 
and other capital assets with a net book value of $26. These contributions were recorded as an increase in capital assets and capital contributions. 

Wastewater Management Enterprise Fund recorded a Board of Supervisor approved connection fee credit agreement of $17. This credit was 
recorded as an increase to deferred revenue and a decrease to capital contributions. 

Wastewater Management Enterprise Fund retired expired sewer credit agreements totaling $190. This transaction was recorded as a 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 a net book value of $1 1,335 
to the County's general government. 

Wastewater Management Enterprise Fund conveyed the long-term liabilities of the Solid Waste Management division in the amount of $15,780 to 
the County's general government. 

Other Enterprise Funds disposed of capital assets with a net book value of $2. 

Internal Service Funds sold assets with a net book value of $241, resulting in a gain on disposal of $34. 

Intemal Service Funds had unpaid transfers of $304 at year-end. 

Internal Service Funds transferred $5 of completely depreciated capital assets to, and received $I 1 of completely depreciated capital assets from, the 
County's general capital assets. 

See Notes to the Financial Statements 
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PIMA COUNTY 
STATEMENT OF FIDUCIARY NET ASSETS 

FIDUCIARY FUNDS 
June 30,2006 
(in thousands) 

Exhibit A - 10 

Investment 
Trust Agency 
Funds Funds 

ASSETS 
Cash and cash equivalents 
Interest receivable 
Due from other governments 

Total assets 

LIABILITIES 
Employee compensation 
Due to other governments 
Deposits and rebates 

Total liabilities 

NET ASSETS 
Held in trust for pool participants 

See Notes to the Financial Statements 
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PIMA COUNTY Exhibit A - 1 I 
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 
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 1,2005 

Net assets held in trust June 30,2006 

See Notes to the Financial Statements 
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PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - 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 a general-purpose local government that is governed by a 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 County's 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 a 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 a June 30 year-end. 

The Pirna County Stadium District, a 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 a 
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 1, 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 a special revenue fund (blended component unit) in these financial statements. Separate 
financial statements for the District are not available. 

The Pirna County Regional Hood 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 a 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 a nonprofit corporation, which manages and maintains the 
fairgrounds owned by the County and conducts an annual fair and other events at the fairgrounds. The 
Commission's 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 a 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. 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - Summary Of Significant Accounting Policies (continued) 

Related Organization 

The Industrial Authority of Pima County (Authority) is a 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 Authority's Board of 
Directors. The Authority's 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 a 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 a statement of net assets and a 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. 

A statement of activities presents a comparison between direct expenses and program revenues for each 
function of the County's governmental activities and segment of its business-type activities. Direct expenses 
are those that are specifically associated with a program or function and, therefore, are clearly identifiable to a 
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 interfind 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 County's 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 a 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 a proprietary fund's principal ongoing operations. All revenues and expenses not meeting this 
definition are reported as nonoperating revenues and expenses. 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - Summary Of Significant Accounting Policies (continued) 

The County reports the following major governmental funds: 

The General Fund is the County's 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 
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 a 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 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - 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 County's 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 a 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 County's 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: 

SFC's financial statements are presented using the economic resources measurement focus and the accrual 
basis of accounting. The Commission's 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 a 
maturity period of 3 months or less when purchased to be cash equivalents. All investments are stated at fair 
value. 

If an individual fund has a 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: 

SFC's 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 a 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. 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - 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. A 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 
Threshold Method 

Estimated 
Useful Life 

Land All N/A N/ A 

Land improvements All Straight Line 20 to 30 Years 

Buildings and building $100 
improvements 

Straight Line 10 to 50 Years 

Equipment $ 5  Straight Line 4 to 25 Years 

Fleet service vehicles $ 5  Units of Production based on 5 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 3 to 40 years. 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - 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 a 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 a liability in the financial statements. 

Employees may accumulate a 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 a predetermined conversion basis. An estimate of 
those retirement payouts is accrued as a liability in the government-wide financial statements. 

Note 2: 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 1, 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 a useful life of 30 years. 

The following summarizes the restatement for infrastructure: 

Governmental Activities 

Net assets - June 30,2005, as previously reported $ 882,201 
Transportation bridges 13,289 
Net assets - July 1,2005, as restated w 

Note 3: Cash And Investments 

Prirnarv Government 

The County's 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 Treasurer's 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, 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 3: 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 risk-The State statutes have the following requirements for credit risk; 

1. Commercial paper must be rated P1 by Moody's Investors Service or A1 or better by Standard and Poor's 
rating service. 

2. Corporate bonds, debentures, and notes must be rated A or better by Moody's Investors Service or Standard 
and Poor's rating service. 

3. Fixed income securities must carry one of the two highest ratings by Moody's Investors Service and 
Standard and Poor's rating service. If only one of the above-mentioned s e ~ c e s  rates the security, it must 
carry the highest rating of that service. 

Custodial credit risk-Statutes 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 risk-Statutes do not include any requirements for concentration of credit risk. 

Interest rate risk-Statutes require that public monies invested in securities and deposits have a maximum 
maturity of 5 years and that public operating fund monies invested in securities and deposits have a maximum 
maturity of 3 years. Investments in repurchase agreements must have a maximum maturity of 180 days. 

Foreign currency risk-Statutes do not allow foreign investments. 

Deposits--At June 30, 2006, the carrying amount of the County's deposits was $27,113 and the bank balance 
was $37,291. 

Custodial credit risk--Custodial credit risk is the risk that the County will not be able to recover its deposits 
if a financial institution fails. The County does not have a formal policy with respect to custodial credit risk. 
As of June 30,2006, $783 of the County's bank balance was exposed to custodial credit risk as follows: 

Uninsured and uncollateralized 
Uninsured with collateral held by the bank's 
safekeeping department 

Total $783 

Investments-At June 30, 2006, the County's investments consisted of $420,115 invested in marketable 
securities, $194,151 invested in the State Treasurer's Investment Pool, and $911 invested in a 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 Treasurer's Pool. The State Board of 
Investment provides oversight for the State Treasurer's pools. The fair value of a participant's position in the 
pool approximates the value of that participant's pool shares and the participant's shares are not identified with 
specific investments. 
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Note 3: Cash And Investments (continued) 

Credit risk--Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its 
obligations. The County does not have a formal investment policy with respect to credit risk. At June 30, 
2006, credit risk for the County's investments was as follows; 

Investment T v w  Rating Rating Agencv Amount 
Commercial paper A1 - P I  S & P - Moody's $ 22,894 
Fannie Mae (Federal National Mortgage 
Association) AAA - Aaa S & P - Moody's 178,797 
Freddie Mac (Federal Home Loan Mortgage 
Corporation) AAA - Aaa S & P - Moody's 59,436 
Tri-party repurchase agreement Unrated 158,988 
State Treasurer's Investment Pool Unrated 194,151 
Local governments bonds Unrated 91 1 

Total m 

Custodial credit risk-For an investment, custodial credit risk is the risk that, in the event of the 
counterparty's 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 County's $615,177 of investments, 100% of the commercial paper, Freddie Mac and Fannie Mae 
discount notes, and tri-party repurchase agreement totaling $420,115 are uninsured and held by the 
counterparty in the County's name. 

Concentration of credit risk-The County has no formal policy with respect to limiting the amount the 
Treasurer may invest in any one issuer. More than 5% of the County's investments were with the Bank of 
America (including the tri-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 risk-Interest rate risk is the risk that changes in interest rates will adversely affect an 
investment's fair value. The County does not have a formal investment policy with respect to interest rate risk. 

As of June 30,2006, the County had the following investments: 

Investment T v ~ e  
State Treasurer's Investment Pool 5 
State Treasurer's Investment Pool 7 
Commercial paper 
Fannie Mae (Federal National Mortgage Association) 
Freddie Mac (Federal Home Loan Mortgage Corporation) 
Tri-party repurchase agreement 
Local governments bonds 

Amount 
$103,729 

90,422 
22,894 

178,797 
59,436 

158,988 
91 1 

$615.177 

Weighted Average Maturity 
(Years) 

0.14 
0.10 
0.09 
0.08 
0.09 
0.01 
2.50 
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Note 3: Cash And Investments (continued) 

A 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 $ 27,113 $615,177 $ 642,370 

Governmental Business-Type Investment Agency 
Activities Activities Trust Funds Funds Totals 

Statement of Net Assets: 
Cash and cash equivalents $ 262,933 $ 88,511 $ 236,494 $ 53,521 $ 641,459 
Investments 91 1 911 

Total $ 263,844 $ 88,511 $ 236,494 $ 53,521 $ 642,370 

County Treasurer's Investment Pool-Arizona Revised Statutes require community colleges, school districts, 
and other local governments to deposit certain public monies with the County Treasurer. The County 
Treasurer has a fiduciary responsibility to administer those and the County monies under her stewardship. The 
County Treasurer invests, on a pool basis, all idle monies not specifically invested for a fund or program. In 
addition, the County Treasurer determines the fair value of those pooled investments annually at June 30. The 
County Treasurer's 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 Pool's 
participants. 

The Pool's net assets consist of $178,797 of Fannie Mae, $158,988 of tri-party repurchase agreement, $59,436 
of Freddie Mac, $35,306 of State Treasurer's Investment Pool, $22,894 of commercial paper, and $3,062 of 
cash and are subject to applicable risks as disclosed above. 

A condensed statement of the Pool's net assets and changes in net assets follows: 
Statement of Net Assets 

Net assets held in trust for: 
Internal participants $ 312,411 
External participants 

Total Liabilities 
Total net assets held in trust 

Statement of Changes in Net Assets 
Total additions 
Total deductions 

Net increase 
Net assets held in trust: 

July 1,2005 
June 30,2006 

Discretelv Presented Comvonent Units 

Southwestern Fair Commission-At June 30, 2006, the commission's cash and cash equivalents of $1,294 
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 4: Due from Other Governments 

Governmental Activities 

Transportation 
General - Fund 

Federal government: 

Grants and contributions $ 357 $ 395 
State of Arizona 

Taxes and shared revenues 23,125 8,875 
Grants and contributions 100 

City of Tucson 
Reimbursement for services 1,090 

Due from other governments 
Reimbursement for services 297 7 1 

Total due from other governments $ 24,869 $ 9,441 

Business-type Activities 
Pima Health 
System and Wastewater 

Services Management 
Federal government: 

Grants and contributions $ 293 
State of Arizona 

Grants and contributions $ 2,843 

Total due from other governments $ 2,843 $ 293 

Capital 
Projects 
Fund 

Total 
Business-type 

Activities 

Other 
Governmental 

Funds 

Internal Total 
Service Governmental 
Funds Activities 

Note 5: Capital Assets 

Capital asset activity for the year ended June 30,2006, was as follows: 

Balance 
July 1,2005 Balance 
(as restated) Increases Decreases June 30.2006 

Governmental activities 
Capital assets not being depreciated: 
Land $ 202,408 $ 20,546 $ 222,954 
Construction in progress 117,118 80,508 $ (82,321) 115,305 
Total capital assets not being depreciated 3 19,526 101,054 (82,321) 338,259 

Capital assets being depreciated: 
Buildings and improvements 371,874 12,146 384,020 
Infrastructure 8 12,700 76,951 889,651 
Equipment 79,452 16,593 (2,821) 93,224 
Total capital assets being depreciated 1,264,026 105,690 (2,821) 1,366,895 

Less accumulated depreciation for: 
Buildings and improvements 
Infrastructure 
Equipment 
Total accumulated depreciation 

Total capital assets being depreciated, net 752,565 55,878 (368) 808,075 
Governmental activities capital assets, net $ 1,072,091 $ 156,932 $ (82,689) $ 1,146,334 
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Note 5: Capital Assets (continued) 

Balance Balance 
Julv 1.2005 Increases Decreases June 30.2006 

Business-twe activities 
Capital assets not being depreciated: 
Land $ 14,259 $ 2,288 $ (7,841) $ 8,706 
Construction in progress 63,325 11,017 (59,500) 14,842 
Total capital assets not being depreciated 77,584 13,305 (67,341) 23,548 

Capital assets being depreciated: 
Buildings and improvements 
Infrastructure 
Equipment 20,932 1,819 (6,486) 16,265 
Total capital assets being depreciated 790,345 79,569 (8,746) 861,168 

Less accumulated depreciation for: 
Buildings and improvements (105,346) (933 1) 673 (1 14,504) 
Infrastructure (153,003) (10,262) (1 63,265) 
Equipment (13,042) (999) 4,459 (9,582) 
Total accumulated depreciation (271,391) (2 1,092) 5,132 (287.35 1) 

Total capital assets being depreciated, net 5 18,954 58,477 (3,614) 573,817 
Business-type activities capital assets, net $ _ 596,538 $ 71,782 $ (70,955) $ 597,365 

The July 1, 2005, governmental activities capital asset balance was restated to include recognition of the bridges network 
general infrastructure assets, as explained in Note 2 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 $16,185 and accumulated depreciation of $4,867. 

Depreciation expense was charged to functions as follows: 

Governmental activities 
General government 
Public safety 
Highway and streets 
Sanitation 
Health 
Welfare 
Culture and recreation 
Education and economic opportunity 
Internal service funds 

Total governmental activities depreciation 

Business-type activities 
Pima Health System & Services 
Parking Garages 
Wastewater Management 
Development Services 

Total business-type activities depreciation 
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Note 5: Capital Assets (continued) 

Balance Balance 
Julv 1.2005 Increases Decreases June 30.2006 

Discretelv uresented comuonent unit 
Southwestern Fair Commission (SFC): 
Capital assets being depreciated: 
Buildings and improvements $ 3,654 $ 56 $ (3) $ 3,707 
Equipment 1,492 122 (2) 1,612 
Total capital assets being depreciated 5,146 178 (5) 5,319 

Less accumulated depreciation for: 
Buildings and improvements 
Equipment 
Total accumulated depreciation 

Total capital assets being depreciated, net 1,914 (5) 1,909 
SFC capital assets, net $ 1,914 $ (51, - $ 1,909 - - - 

Note 6: Claims, Judgments And Risk Management 

Pima County is a defendant in a number of court actions. In the opinion of County management, the final 
disposition of these actions, if unfavorable, will not have a material effect upon the County's 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 a soil vapor extraction system, a 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. 

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 County's anticipated losses except for 
environmental, unemployment and dental losses. Environmental losses are based on reported claims and the 
County risk manager's 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 6: 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 $35,508 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 
Claims liability balance-beginning $30,273 $25,696 
Current year claims and changes in estimates 12,185 12,925 
Claims payments (6,950) (8.348) 
Claims liability balance-nding $35.508 $=2Qt2B 

Note 7: Long-Term Liabilities 
The following schedule details the County's long-term liability and obligation activity for the year ended June 
30,2006. 

Balance Balance Due within 
July 1,2005 Additions Reductions June 30,2006 1 vear 

Governmental activities: 
General obligation bonds $267,270 $35,960 $231,310 $32,335 
Plus unamortized deferred amount 657 49 608 49 
Total general obligation bonds 267,927 36,009 231,918 32,384 

Flood control bonds 

Transportation revenue bonds 137,545 10,710 126,835 1 1,435 
Plus unamortized deferred amount 191 26 165 26 
Total transportation revenue bonds 137,736 10,736 127,000 11,461 

Special assessment bonds with 
governmental commitment 1,093 182 91 1 182 

Loans and Leases: 
Transportation loans payable 1,943 $ 4,836 1,040 5,739 2,025 

Capital leases payable: 
Jail capital lease 30,085 
Less unamortized deferred amount (2,297) 
Other capital leases 
Total capital leases 

Total loans and leases 29,822 5,067 2,724 32,165 3,715 

Reported but unpaid losses (Note 6) 20,842 1 1,872 6,950 25,764 5,507 
Incurred but not reported losses (Note 6) 9,431 313 9,744 2,046 

Landfill closure and post-closure 16,268 16,268 
care costs (Note 9) 
Total governmental activities 

long -term liabilities $469,861 $33,520 $57,381 $446,000 $56,055 
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Note 7: Long-Term Liabilities (continued) 

Balance Balance Due within 
Julv 1.2005 Additions Reductions June 30,2006 1 vear 

Business-type activities: 

Sewer revenue bonds $60,075 $ 4,550 $55,525 $5,570 
Less unamortized deferred amount (4,266) (45 1) (3,815) 
Total revenue bonds payable 55,809 4,099 51,710 5,570 

Wastewater loans payable 84,232 $1,086 4,951 80,367 5,503 
Less unamortized deferred amount (254) (35) (219) 
Total loans payable 83,978 1,086 4,916 80,148 5,503 

Landfill closure & post-closure care cost 15,636 15,636 

Contracts and notes 4,852 163 453 4,562 

Total business-type activities 
long-term liabilities $ 160,275 $1,249 $25,104 $ 136,420 $11,073 

Discretely presented component unit: 

Southwestern Fair Commission notes 
payable 

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, $3,069 from the November 2, 1982 bond election, 
$40,180 from the May 20, 1997, and $476,432 from the May 18, 2004 bond election remain unissued. On 
May 16,2006 voters authorized $54,000 for building of psychiatric facilities, all of which remain unissued. 

The following table presents amounts outstanding by issue. 

Issue Interest 
Issue Amount - Rates 

Series of 1998 $42,420 4.40 - 4.60% 
Series of 1999 50,000 5.00 - 5.08% 
Series of 2000 50,000 4.00 - 5.00% 
Series of 2001 Refunding 17,835 4.50 - 5.00% 
Series of 2002 20,000 4.00 - 4.50% 
Series of 2003 50,000 3.25 - 4.25% 
Series of 2004 65,000 3.00 - 5.00% 
Series of 2005 65,000 3.50 - 5.00% 

G.O. bonds outstanding 
Plus unamortized deferred amount: 

Total G.O. bonds outstanding 

Maturities 
2007- 13 
2007-10 
2007-14 
2007-09 
2007-16 
2007-17 
2007-19 
2007-20 

Outstanding 
June 30,2006 

$ 18,795 
16,115 
26,000 
7,610 

10,000 
40,350 
53,615 
58,825 

231,310 
608 - 
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Note 7: Long-Term Liabilities (continued) 

The following schedule details general obligation bond debt service requirements to maturity at June 30, 2006. 

Year Ending June 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2016 
2017-2020 

Total 

Interest 
$ 10,028 

8,539 
7,417 
6,503 
5,616 

16,740 
2,988 

$=2iL&u 

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 County's financial statements. At 
June 30, 2006, the following outstanding bonds were considered defeased: 

Outstanding 
June 30.2006 

1979 General Obligation Refunding Bonds $ 1,930 
Series of 1999 $5,785 

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 
Amount - Rates Maturities June 30.2006 

Series 2001 Refunding $4,585 4.00 - 4.20% 2007-09 $2,230 

The following schedule details flood control bond debt service requirements to maturity at June 30, 2006. 

Year Ending June 30, 
2007 
2008 
2009 

Total 

Principal 
$ 760 

745 
725 

$2.230 

Interest 
9 1 
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Note 7: Long-Term Liabilities (continued) 

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 County's streets and highways. Of the total amount originally authorized, $168,800 from the November 
4, 1997 bond election remains unissued. 

Issue Interest 
Amount - Rates 

Series of 1998 $40,000 4.50% 
Series of 2002 55,000 4.00 - 4.50% 
Series of 2003 35,000 3.38 - 4.38% 
Series of 2005 51,200 3.50 - 5.00% 

Transportation bonds outstanding 
Plus unamortized deferred amount: 

Total transportation bonds outstanding 

Outstanding 
Maturities June 30.2006 

2007-08 $ 8,000 
2007-12 35,735 
2007-1 8 3 1,900 
2007-20 5 1.200 

126,835 
165 

w 
The following schedule details transportation bond debt service requirements to maturity at June 30, 2006. 

Year Ending .Tune 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2016 
2017-2020 

Total 

Principal 
$ 11,435 

Interest 
$ 5,257 

4,752 
4,276 
3,821 
3,302 
9,975 
2.294 

&22Lzu 

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 $3,700 3.23% 2007 $703 
2002 HELP Loan - Shannon 1,400 3.23% 2007 200 
2006 HELP Loan - Alvernon 4,836 3.59% 2007-09 4,836 

Total transportation loans payable 3iillLB 
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Note 7: Long-Term Liabilities (continued) 

The following schedule details transportation loans debt service requirements to maturity at June 30,2006. 

Year Ending June 30, 
2007 
2008 
2009 

Total 

Principal 
$2,025 

Interest 
$ 169 

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 $ 1,821 6.50% 2007- 1 1 $911 

Total special assessment bonds outstanding & 2 u  

The following schedule details special assessment bond debt service requirements to maturity at June 30,2006. 

Year Ending June 30, 
2007 
2008 
2009 
2010 
201 1 

Total 

Interest 
$ 53 

CAPITAL LEASES 
Governmental Activities 

On February 1, 1997, the County entered into an agreement to sell certain jail facilities and then lease them 
back for a 15-year term. The jail facilities were sold for $34,500, and the proceeds were used to finance the 
construction of the baseball stadium. On September 1, 1999 and October 1, 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 
County's 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 $20,091 of buildings and $260 of 
equipment. 
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Note 7: Long-Term Liabilities (continued) 

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 
201 1 
2012-2016 
2017-2018 

Total 

Buildings Equipment 
Principal Interest Principal Interest 

$ 1,785 $ 1,230 $ 97 $ 6 
1,870 1,139 80 2 
1,965 1,062 20 
2,025 982 
2,125 879 

12,810 2,624 

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 County's wastewater management system. Of the total amount originally authorized, 
$3,943 from the May 20,1997, and $150,000 from the May 18,2004 bond election remain unissued. 

Issue Interest 
Issue - Amount Rates - 

Series of 1998 $ 29,185 4.00 - 5.50% 
Series 2001 Refunding 19,440 4.00 - 5.40% 
Series 2004 Refunding 25,770 2.63 - 5.50% 

Sewer revenue bonds outstanding 
Less unamortized deferred amount: 

Total sewer revenue bonds outstanding 

Outstanding 
Maturities June 30.2006 

2007- 15 $ 17,655 
2007- 15 14,980 
2007- 15 22.890 

55,525 
(3.815) 

$51.710 

The following schedule details sewer revenue bond debt service requirements to maturity at June 30,2006. 

Year Ending June 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2015 

Total 

Principal 
$ 5,570 

Interest 
$ 2,573 
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Note 7: Long-Term Liabilities (continued) 

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 a total of $19,967. Of that amount, as of June 
30,2006, WWM has drawn down $18,538. 

Issue 
Issue Amount 

1996 Loan Payable $11,313 
1997 Loan Payable 7,500 
2000 Loan Payable 61,180 
2004 Loan Payable 18,538 

Loans payable 
Less unamortized deferred amount 

Total loans payable 

Interest Outstanding 
Rates - Maturities June 30.2006 
3.19% 2006- 12 $9,069 
2.95% 2006- 1 1 3,670 
2.20% 2006- 16 49,090 
1.81% 2006-24 18,538 

80,367 
(219) 

$80.148 

The following schedule details loans payable debt service requirements to maturity at June 30,2006. 

Year Ending June 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2016 
2017-2021 
2022-2025 

Total 

Interest 
$2,777 

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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Note 7: Long-Term Liabilities (continued) 

NOTES PAYABLE 
Component Unit - Southwestern Fair Commission (SFC) 

(Payments made from user charges) 

Southwestern Fair Commission has a note payable to Pima County, due in annual installments of $50, 
unsecured and non-interest bearing. 

Interest Outstanding 
Description - Rates Maturities June 30.2006 
Pirna County None Annual installments until June 2007 $50 

Southwestern Fair Commission's 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 2 

Total $694 

The following schedule details Southwestern Fair Commission's notes payable debt service requirements to 
maturity at June 30,2006. 

Year Ending June 30, 
2007 
2008 
2009 

Total 

Principal 
$104 

53 
87 
$244 

Interest 
$13 

9 
1 - 

322 

LEGAL DEBT MARGIN 
County General Obligation Bonds 

General obligation debt may not exceed six percent of the value of the County's taxable property as of the 
latest assessment. However, Pirna 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: 

Debt Limit (15% of net assessed valuation): 

Amount of debt avdicable to debt limit: 

General obligation bonds outstanding 

Less net assets in debt service fund 
available for payment of general 
obligation bond principal 

Legal debt margin available 
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Note 7: Long-Term Liabilities (continued) 

Flood Control General Obligation Bonds 

Flood Control general obligation debt may not exceed five percent of the value of the Flood Control District's 
taxable property as of the latest assessment. Legal debt margin at June 30,2006, is as follows: 

Net assessed valuation: 

Debt Limit (5% of net assessed valuation): 

Amount of debt avvlicable to debt limit: 

Flood Control general obligation bonds outstanding 

Less net assets in debt service fund 
available for payment of flood control 
bond principal 

Legal debt margin available 

Note 8: Short-Term Debt 
LINE OF CREDIT 

The County maintains a 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 County's general taxing 
authority. 

Line of credit 

July 1,2005 June 30,2006 
Balance Draws Repavments Balance 

$0 $36,000 $36,000 $0 

Note 9: Landfill Liabilities 

SOLID WASTE LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS 

State and Federal laws and regulations require the County to place a final cover on its solid waste landfill sites 
when these sites stop accepting waste and to perform certain maintenance and monitoring functions at the sites 
for 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 a portion of these closure and postclosure 
care costs as a long-term liability in each period, based on landfill capacity used as of each balance sheet date. 
The $16,268 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 landfill's total estimated 
capacity. The County will recognize the remaining estimated cost of closure and postclosure care of $6,675 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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Note 9: Landfill Liabilities (continued) 
Estimated 

Capacity Used Remaining 
Landfill Site June 30,2006 Service Life 

Ajo * 
Sahuarita ** 
Tangerine ** 

100% 
43 % 17 Years 
82% 3 Years 

* Life extending facility development options are presently being considered for the Ajo Landfill, 
including vertical andlor horizontal expansion. 

** The Sahuarita and Tangerine Landfill capacities were adjusted from 5,233,952 cu. yd. and 
5,737,761 cu. yd. at June 30, 2005 to 4,932,103 cu. yd. and 6,484,362 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 Ina 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 $9,011 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 County's 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 a 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 5, 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 a common investment and administrative agent, is governed by a five- 
member board, known as The Fund Manager, and 209 local boards according to the provisions of A.R.S. Title 
38, Chapter 5, Article 4. 

The CORP is an agent multiple-employer defined benefit pension plan that covers certain employees of the 
State of Arizona's 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 5, Article 6. 
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Note 10: Retirement Plans (continued) 

Each plan issues a publicly available financial report that includes its financial statements and required 
supplementary information. A report may be obtained by contacting the applicable plan. 

ASRS 

3300 N. Central Ave. 
P.O. Box 33910 
Phoenix, AZ 85012-0250 
(602) 240-2000 or 
(800) 621-3778 

PSPRS and CORP 

3010 East Camelback Road 
Suite 200 
Phoenix, AZ 85016-441 6 
(602) 255-5575 

Funding Policy 

The Arizona State Legislature establishes and may amend active plan members' and the County's 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 County's contributions to 
ASRS for the years ended June 30, 2006, 2005 and 2004 were $17,551, $12,602 and $13,231 respectively, 
which were equal to the required contributions for the applicable year. 

Anent 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 County's 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 

PSPRS 

17.36% 
4.00% 
$4,720 
$4,720 

June 30,2004 
Individual entry age 

8.75% 
6.25% - 9.25% 

5.25% 
Level percent open 

20 years 
smoothed market 

6.59% 
8.50% 
$ 1,088 
$ 1,088 

June 30,2004 
Individual entry age 

8.75% 
5.25% - 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 $ 4,720 100% $ 
2005 3,325 100% 
2004 2,694 100% 

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 County's sewer system are pledged in support of sewer system debt. In addition, debt 
covenants require sewer system revenues, expenses, gains, losses, assets and liabilities to be accounted for 
separately. As a result, condensed financial information for the Fund is presented in the following table. 

CONDENSED STATEMENT OF NET ASSETS 

Wastewater 
Management 
Licluid Waste 

Assets: 

Current assets 
Due from other funds 
Capital assets, net 
Other non-current assets 

Total assets 
Liabilities: 

Current liabilities 
Due to other funds 
Non-current liabilities 

Total liabilities 

Net assets: 
Invested in capital assets, net of related debt 
Restricted 
Unrestricted 

Total net assets 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

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 
Depreciation expense 
Other operating expenses 

Operating loss 

Non-operating revenues/(expenses): 
Sewer connection revenue 
Other non-operating revenues 
Interest expense 
Loss on disposal of capital assets 
Other non-operating expenses 
Capital contributions 
Transfers out to other county funds 

Change in net assets 
Beginning net assets 

Ending net assets $505.663 

CONDENSED STATEMENT OF CASH FLOWS 

Net cash provide by: 
Operating activities 
Non-capital financing activities 
Capital and related financing activities 
Investing activities 
Net increase 
Beginning cash and cash equivalents 
Ending cash and cash equivalents 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 12: Interfund Transactions 

Interfund AssetslLiabilities 

Due from /Due to Other Funds are used to record loans or unpaid operating transfers between funds. 

Amounts recorded as due from: 

General 

= Transptation 

8 Capitalmjects 

3 OtherGovesnmental z 
Pima Health System & Services 

Wastewale* Management 

Other Enterprise 

2 l n t d  Service 
E 
-f Total 

Transfers 

Transfers are used to record transactions between individual funds to subsidize their operations and fund debt 
service payments and capital construction projects. 

Anmunts recorded as W e m  oul: 

General $ 130 $ 3,433 $ 3,563 z 
Transptation $ 22 22 

~api ta lh jec t s  7,000 10,529 17,529 

OtherGovalunental $ 15,580 17,787 1,178 4,289 38,834 

Internal Service 626 626 

d Total $ 16,206 $ 24.917 $ 15.140 $ 4,311 $ 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 a 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 $ (4,289) 
Capital assets transfer to governmental activities (1 1,335) 
Long-term liabilities transfer to governmental activities 15.780 
Total net transfer in to Wastewater Management Enterprise Fund &==AS 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 13: Construction and Other Significant Commitments 

A t  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 $4,143. 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 $45,530, Institutional Health of $105,859 and Risk Management of $1,161. Funding for these expenditures 
will be primarily provided from general fund revenues. 

Pima Health Svstems and Services 
At June 30, 2006, Pima County had contractual commitments related to service contracts for Pima Health 
Systems & Services of $1 19,146. Funding for these expenditures will be primarily provided from federal and 
state funding sources. 

Transvortation 
At June 30, 2006, the Pima County Transportation Department had construction contractual commitments of 
$21,263 and other contractual commitments related to service contracts of $7,871. 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 $8,306. 

Overating 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 $3,550 for the year ended June 30,2006. 

Note 14: Stewardship, Compliance, and Accountability (Deficit Fund Balances) 

The Special Revenue Grants fund (a non-major governmental fund) had a deficit fund balance at June 30, 
2006, of $260. This deficit can be eliminated in the future through normal operations. 



PIMA comm 
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 4 to 9 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 
2008 
2009 
2010 
201 1 
2012-2015 

Total minimum lease payments 

Note 16: Subsequent Events 

On July 1, 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 $6,000, $4,000 and $2,000 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 1, 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 G 

SUMMARY OF RESOLUTION NO. 1991-138 (AS AMENDED AND 
SUPPLEMENTED) AUTHORIZING THE ISSUANCE 

OF SEWER REVENUE BONDS 

The following is a summary of certain provisions of Resolution No. 1991-138, authorizing the issuance of 
the Sewer Bonds, which was adopted by the County Board of Supervisors on June 18, 1991 and amended on 
August 6, 1991 and as supplemented by the adoption of the authorizing resolution for the Sewer Revenue Bonds, 
Series 2007 (the "Sewer Bonds Resolution"). The summary does not purport to be a full statement of the terms of 
the Sewer Bonds Resolution and, accordingly, is qualified by reference hereto and is subject to the full text thereof. 

Authu@. The Bonds authorized herein are issued pursuant to A.R.S. Section 11-264.01. The Sewer 
Resolution will stay in fill force and effect until all Bonds are filly paid or provided for and all Policy Costs have been 
paid. 

"Accreted' - with respect to Parity Bonds, which are Capital Appreciation Bonds, as of the calculation 
date, the initial principal amount plus interest then accrued thereon compounded at the interest rate thereof on the stated 
dates set forth in the resolution authorizing such Capital Appreciation Bonds. 

''Ageand' - any Reserve Fund Guaranty Agreement. 

"ARsllmad - with respect to Variable Rate Obligations only, an interest rate at the computation date 
computed to be the lesser of (i) the maximum rate which Bonds of such series may bear under their terms or (ii) the rate of 
interest then established for long-term bonds by the 30-year revenue bond index published by 
immediately prior to the computation date. 

Average' - at computation, the average of each Bond Year's aggregate scheduled Bond 
principal (including mandatory redemptions) and interest requirements (with Variable Rate Obligations bearing interest at 
the Assumed Interest Rate). 

"Baard" - the County's Board of Supervisors. 

"Rnnd - an issuer of a Municipal Bond Insurance Policy pertaining to any of the Bonds. 

''lhrds" - the Series 1991 Bonds and all Parity Bonds (including the Series 2007 Bonds). 

"Rond' - the one-year period commencing each July 2 and ending on the next forthcoming July 1. A Bond 
Year shall correspond to the Fiscal Year beginning on July 1 of the same year and ending on June 30 of the next year. 

6' . . . 
C]anltal - a Parity Bond the interest component of which is compounded semiannually on 

stated dates until maturity or until such Capital Appreciation Bond is converted to a Bond paying interest semiannually, if 
so permitted or required. 

"- - the difference between (i) the total amount due on any of the Bonds' principal or interest payment 
dates and (ii) the amount then in the Bond Fund (which amount shall not include payments made pursuant to a Municipal 
Bond Insurance Policy or a Reserve Fund Guaranty but shall include all moneys transferred from the Reserve Fund to the 
Bond Fund or available in the Reserve Fund for such transfer). 



''Rmdman" - any amount drawn by the Paying Agent under any Reserve Fund Guaranty. 

"T)rawrlnwn - the date of any Drawdown. 

"RX" - the Depository Trust Company, the depository for the Book-Entry Bonds. 

' 6  . Flnance - the person or persons employed by the County who is responsible for the management or 
supervision of the County's financial matters, including bond transactions. 

6' ' Flscal' - the twelve month period beginning each July 1 and ending on the next June 30. 

' I  . Maximum' - at the time of computation, the greatest scheduled Bond principal (including 
mandatory redemptions) and interest requirements (with Variable Rate Obligations bearing interest at the Assumed Interest 
Rate) occurring in the then-current, or any subsequent, Bond Year. 

Policy" - any insurance policy insuring the payment of principal of and interest on 
any Bonds. 

' ' N & R m m d '  - those Revenues remaining after deducting Operating Expenses. 

vExnenses" - the costs of System operation, maintenance, and repair but excluding depreciation and 
payments into the Bond, Reserve, Reimbursement and Rebate Funds. 

"M' - any person registered as the owner of any Bond (for Book-Entry Bonds - DTC or any successor 
depository). 

6' . lk@J3mKRnndR" - any additional Bonds (including the Sewer Improvement and Refunding Revenue Bonds, Series 
1998, the Sewer Revenue Refunding Bonds, Series 2001, the Sewer Revenue Refunding Bonds, Series 2004, and the 
Series 2007 Bonds and the Loan Agreements between the Water Infrastructure Finance Authority of Arizona and the 
County, as borrower, dated February 1, 1996, June 1, 1997, October 27, 2000, as amended, and May 11, 2004, as 
amended, issued or incurred on a parity with the Series 1991 Bonds. 

'I . lbk$n&" - the amount necessary to reimburse a Reserve Fund Guarantor for any Drawdown pursuant to an 
Agreement including the Drawdown amount (and the Reserve Fund Guarantor's expenses) plus interest at the 
Reimbursement Rate until paid. 

" - for any Drawdown, the period from the Drawdown Date to the first anniversary of 
such Drawdown Date. 

4' . Relmhursement' - the rate of interest to be paid by the County pursuant to the respective Agreement to pay 
a Reserve Fund Guarantor after a Drawdown. 

LGP - with respect to any series of Bonds, the issuer of a surety bond, letter of credit, line 
of credit or insurance policy used as a Reserve Fund Guaranty, if issued by an entity whose Guaranty will not adversely 
affect the Bonds' then-current rating. 

' ' R e s d ~ . '  - any irrevocable surety bond, letter of credit or line of credit or insurance policy 
issued by a Reserve Fund Guarantor and used as a reserve fund guaranty hereunder. 

"-' - the value of moneys and investments credited to the Reserve Fund plus the aggregate 
penal sum of all Reserve Fund Guaranties. 

Reserve' - initially, Average Annual Debt Service on all Outstanding Bonds, which amount shall 
be adjusted upon the issuance of Parity Bonds to equal Average Annual Debt Service immediately after such issuance or 
the maximum amount the Reserve Fund is then permitted to increase under Section 148 of the Internal Revenue Code. 



"Revennes" - all income, moneys and receipts derived from System ownership, use and operation; however, the 
term Revenues shall not include Bond proceeds or the interest received on any Bond proceeds placed in trust to pay any 
Bonds or retained in either the Construction or System Development Funds, nor any amounts received by the County for 
which it is contractually obligated to pay out as reimbursement for acquisition, construction or installation of system 
facilities. 

07 BMds" - the $50,000,000 principal amount of Sewer Revenue Bonds, Series 2007, of the County, 
dated January 1,2007. 

"m' - the County's entire sewer system and all acquisitions, improvements and extensions added thereto 
while any Bonds are Outstanding. 

6' . . . 
-' - any Parity Bonds which may, in the future, bear interest at rates which cannot be 

determined with specificity on their original issue date. 

A. The Bonds shall be payable solely from the Net Revenues. The Bonds shall be equally and ratably 
secured by a pledge thereof and lien thereon without priority one over the other. 

B. The Bonds are special obligations payable solely from the Net Revenues and secured in accordance 
with this resolution. The Net Revenues are pledged as security for the Bonds. All Net Revenues shall be immediately 
subject to the pledge of this resolution and the lien of this pledge shall be valid and binding. Nothing contained in this 
section shall limit the authority granted herein to issue Parity Bonds. 

Rntt.. The County covenants and agrees with the Owners that it will establish and maintain System 
charges sufficient to pay all Operating Expenses and produce aggregate Net Revenues in each Fiscal Year equal to at least 
120% of the principal and interest requirements on all Outstanding Bonds for the corresponding Bond Year (treating 
Variable Rate Obligations as bearing interest at the Assumed Interest Rate and Bonds subject to mandatory redemption as 
maturing on their respective mandatory redemption dates) and said rates, fees and other charges shall also be established 
and maintained at rates sufficient to provide an amount of Net Revenues for the then current fiscal year which, net of the 
aggregate amounts required to be deposited to the Bond Fund during such fiscal year, will be sufficient to provide at least 
one hundred percent (100%) of the County's Policy Costs due and owing in such Fiscal Year. 

A. The County Treasurer shall create the following special funds and accounts: 

1. The Revenue Fund. 

2. The Operation and Maintenance Fund. 

3. The Bond Fund. 

4. The Reimbursement Fund. 

5. The Reserve Fund containing separate accounts: the Capitalized Reserve Account and the 
Contributed Reserve Account. 

6. The Rebate Fund. 

7. The System Development Fund. 

8. The Construction Fund. 

B. All Revenues shall be deposited in the Revenue Fund and disbursed only as follows: 



1. p. First, to the Operation and Maintenance Fund, by the tenth 
day of each month, an amount sufficient to pay the month's Operating Expenses; such Fund shall be used only to 
pay Operating Expenses. The County may accumulate therein equitable allowances for accruals and 
accumulations to cover periodic Operating Expenses, including insurance premiums and expenditures for 
renewals, replacements and repairs normally classified as Operating Expenses. Where the County purchases 
items such as insurance, gasoline and electrical energy at large, it may allocate to the System only its share of 
such expenditure. 

2. Rann. Second, to the Bond Fund: 

(a) Commencing the tenth day of the month immediately succeeding the date of delivery 
of the Series 2007 Bonds through the next June 10 or December 10, as applicable, such amount 
necessary to allocate equally among such months, the interest due (net of accrued interest on the Series 
2007 Bonds) on the next July 1 or January 1, as applicable, and thereafter on the tenth day of each 
month one-sixth (116) of the interest becoming due on the next interest payment date on all Bonds 
Outstanding; and 

(b) Commencing the tenth day of the month immediately succeeding the date of delivery 
of the Series 2007 Bonds through the next June 10 such amount necessary to allocate equally among 
such months the principal due on the next July 1, and thereafter on the tenth day of each month one- 
twelfth (1112) of the principal amount becoming due on the next principal payment date on all Bonds 
Outstanding. 

The Bond Fund shall be a trust fund used solely to pay Bond principal and interest. 

When Parity Bonds are issued, Bond Fund deposits shall be expanded to satisfy all additional or modified debt 
service requirements. 

3. ReimhllrsemRnt. Third, if a Drawdown occurs, deposit to the Reimbursement Fund 
commencing the tenth day of the first month following a Drawdown and each month thereafter for the next 
succeeding 11 months, or until the Reimbursement Fund contains amounts sufficient to reimburse all Policy 
Costs, an amount equal to at least one-twelfth (1112) of such Policy Costs. The Reimbursement Fund shall be 
used only to pay Reserve Fund Guarantors' Policy Costs. 

If the County fails to pay any Policy Costs, the Reserve Fund Guarantor(s) may exercise all remedies available to 
the Owners at law or under this resolution or to any Reserve Fund Guarantor under any Agreement other than (i) 
acceleration of the Bonds or (ii) remedies adversely affecting the Owners' rights. 

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

4. Reserve Fourth, by the tenth day of each month, to the Reserve Fund the amounts 
required by Section 13(A)(4)(ii) of Resolution No. 1991-138, if applicable, or one-twelfth (1112) of the amount 
required to restore the Reserve Fund to the Reserve Requirement after a Reserve Fund withdrawal. 

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

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

(b) If the Deficiency is not then cured, the Paying Agent shall deliver a Drawdown 
request to each Reserve Fund Guarantor. 

Drawdowns and Reserve Fund proceeds shall be used solely to pay Bond principal and interest then due. 



Reserve Fund moneys used to pay such principal and interest shall be replaced from the first Revenue Fund 
moneys thereafter received which are not required to be transferred to the Operation and Maintenance, Bond or 
Reimbursement Funds. 

The two Reserve Fund accounts are created to segregate Reserve Fund moneys and investments for arbitrage 
rebate purposes. All Reserve Fund deposits made from Net Revenues or other available moneys of the County shall be 
deposited in the Contributed Reserve Account. All Bond proceeds deposited to the Reserve Fund shall be deposited in the 
Capitalized Reserve Account. 

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

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

6. -. Sixth, any Revenue Fund moneys exceeding those necessary to 
meet the above requirements shall be deposited in the System Development Fund. The System Development 
Fund may be used (without priority): (1) for System extensions and betterments; (2) for unbudgeted maintenance 
and operation expenses; (3) to redeem Bonds subject to optional redemption or to purchase Bonds in the open 
market; (4) to pay general obligation bonds issued by the County for System purposes; (5) to make loans to the 
County under equitable terms prescribed by the Board; or (6) any lawful System purpose. 

. . 
7. Def,clencles. If in any month the Revenue Fund is insufficient to make the required deposits 

to any Fund in any month, the insufficiency shall be made up in the following month or months after payment 
into all Funds enjoying a prior claim to the Revenues have been met in full. 

8. investment. Money on deposit in the Revenue, Operation and Maintenance, Bond, 
Reserve, Reimbursement and Rebate Funds may be invested in Permitted Investments. All income derived 
therefrom shall be Revenues and shall be deposited in the Revenue Fund. Such investments shall be liquidated as 
needed and applied to the purpose for which the respective Fund was created. Moneys in the Construction and 
System Development Funds may be invested in any lawful investment. At the option of the Finance Director, 
income derived from Construction Fund investments shall be either retained in the Construction Fund or 
deposited to the Revenue Fund. 

(Invenants. The County covenants and agrees with each Owner that it will: 

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

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

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

D. Keep proper books and accounts for the System, which shall be audited after each Fiscal Year in 
accordance with generally accepted governmental accounting practices; the County will furnish copies of such audits to 
any Owner upon request, no later than one hundred eighty (1 80) days after the end of each Fiscal Year; 

E. Faithfully and punctually perform all its legal duties concerning the System; 



F. Not sell, lease, mortgage or in any manner dispose of the System or any part thereof until all Bonds 
have been paid or provided for in full. This covenant shall not prevent the disposition of inexpedient property. All 
proceeds from such disposition shall be deposited in the Revenue Fund; 

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

H. To the extent allowed by law, discontinue the service to any premises for which the owner or occupant 
thereof shall be delinquent in the payment of System charges beyond the period allowed by County policy and not resume 
service until all delinquent charges, with interest and penalties, shall have been paid; 

I. Duly pay and discharge all taxes, assessments or other governmental charges lawfully imposed upon the 
System, or upon any Revenues when due, as well as any lawful claims for labor, materials and supplies which might by 
law become a lien on the System, or the Revenues, or impair the security of the Bonds; 

J. Deposit the net proceeds realized from any eminent domain proceeding concerning the System in the 
Revenue Fund; 

K. To the extent allowed by law, refuse to grant any franchise or permit for any competing sewer system 
operation in the County. 

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

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

nf C)wms. Any Owner may by suit, in any court of competent jurisdiction protect the lien on the Net 
Revenues, enforce performance of all duties imposed hereby or for the appointment of a receiver. Except the giving of 
notice of default to bondholders, the Bond Insurer shall be deemed to be the sole holder of the Bonds it has insured for so 
long as it has not failed to comply with its payment obligations under the Bond Insurance Policy. 

If any default occurs in the payment of principal of or interest on any Bonds, a court may appoint a receiver to 
administer the System and charge and collect sufficient fees to pay Operating Expenses and make all payments to the 
Bond, Reimbursement and Reserve Funds required hereunder. 

For all purposes in exercising remedies, except the giving of notice of default to Bondholders, the Bond Insurer 
of each series of Bonds shall be deemed to be the sole holder of the Bonds it has insured for so long as it has not failed to 
comply with its payment obligations under the Bond Insurance Policy. 

The Bonds shall each enjoy complete parity of lien on the Net Revenues. 

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

1. The Net Revenues for the completed Fiscal Year immediately preceding the Parity Bonds' 
issuance must have been at least equal to one hundred twenty percent (120%) of Maximum Annual Debt Service 
immediately after such issuance and said Net Revenues must also have been sufficient to provide an amount of 
Net Revenues for the then current fiscal year which, net of the aggregate amounts required to be deposited to the 
Bond Fund during such fiscal year, will be sufficient to provide at least one hundred percent (100%) of the 
County's Policy Costs due and owing in such Fiscal Year as shown by a Finance Director's certificate. The 
computation of Net Revenues may additionally include: (i) if Parity Bond proceeds are to be expended to 



acquire existing sewer properties, the net revenues which would have been derived from such properties during 
the entire immediately preceding Fiscal Year; (ii) if during such preceding Fiscal Year the County has acquired 
existing sewer properties, the net revenues which would have been derived from the operation of such sewer 
properties during such Fiscal Year had such sewer properties been acquired and operating throughout such Fiscal 
Year; and (iii) if any System rate increase occurred during such preceding Fiscal Year, the increased Net 
Revenues which would have been received if such increase had been in effect throughout such Fiscal Year; in 
each case such additions to Net Revenues must be estimated by an engineer or engineering firm having a wide 
and favorable reputation in respect to such matters; 

2. The payments into the various Funds must be current at such Parity Bonds' issuance; 

3. The Parity Bond proceeds must be used solely for System extensions, renewals, improve- 
ments, or replacements or to rehnd Outstanding Bonds; and 

4. The Reserve Fund Value shall be increased at the Board's option, by: (i) the immediate 
deposit of Parity Bond proceeds or available moneys to the Reserve Fund or the immediate delivery of a Reserve 
Fund Guaranty, or any combination thereof in order for the Reserve Fund Value to equal or exceed the Reserve 
Requirement immediately after such Parity Bonds' issuance or (ii) deposits of Net Revenues to the Reserve Fund 
in approximately equal monthly installments so that the Reserve Fund Value will equal or exceed the increased 
Reserve Requirement not later than five years following such Parity Bonds' issuance; or (iii) any combination of 
such methods. 

Rpsnllltinn. The provisions of this resolution are deemed incorporated into the 
Bonds themselves and no change, variation or alteration of any kind in the provisions hereof shall be made in any manner, 
except as provided hereafter. 

A. Without the consent of or notice to any Owner, this resolution may be modified for one or more of the 
following purposes: 

(1) To cure any ambiguity, formal defect, omission or inconsistency; 

(2) To grant to the Owners additional rights, remedies, powers or authority; 

(3) To secure additional Revenues or provide additional security or reserves for Bond payment; 

(4) To comply with any federal securities laws or the Trust Indenture Act of 1939, if and to the 
extent applicable to the Bonds; 

(5) To permit, preserve or continue (in the event of a change in federal income tax laws (the 
"Code") which requires a Supplement in order to continue such exclusion) the exclusion of the interest income 
borne on the Bonds from gross income or the exemption from State income taxes and to preserve the power of 
the County to continue to issue bonds or other obligations (specifically not limited to the Bonds authorized under 
the Sewer Bond Resolution) the interest income on which is likewise excluded from gross income and exempt 
from State income taxes. 

B. Except as provided in (A) above, the Owners of fifty-one percent (5 1%) in aggregate principal amount 
of the Bonds then Outstanding (treating Capital Appreciation Bonds at their then Accreted Value) shall have the right to 
consent to and approve modifications to any terms or provisions herein but no such modification may: 

1. Change the maturity of any Outstanding Bond. 

2. Change the interest rate on any Outstanding Bond. 

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



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

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

C. Any other provision to the contrary notwithstanding, no amendment to the Sewer Resolution shall 
become effective unless and until it is approved by all Bond Insurers and Reserve Fund Guarantors applicable to the 
Bonds. 

A. If any Bond's principal or interest shall be paid by a Reserve Fund Guarantor, (i) the pledge of the Net 
Revenues and all of the County's obligations hereunder shall continue and such Reserve Fund Guarantor shall be hlly 
subrogated to all rights of the Owners of the Bonds so paid. 

B. For all purposes hereunder, the County may treat a Bond Insurer's consent as the consent of the Owners 
of any Bonds then insured by such Insurer, if said Insurer's credit rating is then in one of the two highest grades 
announced by one of the two most widely recognized rating agencies then rating municipal bond credits. 

nf V -. In computing the amount in any fund or account, Permitted Investments 
shall be valued at their market value exclusive of accrued interest. A valuation shall occur annually on the first Business 
Day of each Bond Year and immediately after a Reserve Fund withdrawal. 

nefeasance. Payment of all or any part of the Bonds may be provided for by the irrevocable deposit with a 
trustee of moneys or Government Obligations, or both. If the moneys and the maturing principal and interest income on 
such Government Obligations shall be sufficient, as evidenced by a certificate of an expert in the field, to pay when due 
the principal or redemption price of and interest on such Bonds, such Bonds shall no longer be deemed Outstanding. The 
Owners of Bonds so provided for shall thereafter be entitled to payment only from the moneys or Government Obligations 
deposited with such trustee. 



APPENDIX H 

$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

CONTINUING DISCLOSURE UNDERTAKING 
FOR THE PURPOSE OF PROVIDING 

CONTINUING DISCLOSURE INFORMATION 
UNDER SECTION @)(5) OF RULE 152-12 

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 $50,000,000 aggregate principal amount of Sewer Revenue 
Bonds, Series 2007 (the "Bonds"). 

In connection with the Bonds, the County covenants and agrees as follows: 

1. w. 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. Definltlnns. 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 Exhihit. 

"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 Exhihit. 

"Bond Resolution" means, together, Resolution No. 1991-138 adopted by the Board of Supervisors of 
the County on June 18, 1991, as supplemented and amended, including a supplemental resolution adopted by the Board of 
Supervisors of the County on January -, 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 a written acceptance of such designation, and such agent's 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 
. . 

Exhlhlt 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 
NRMSlRs are: 

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: (201) 947-01 07 
E-mail: nrmsir@dpcdata.com 

FT Interactive Data 
Attn: NRMSIR 
100 William Street, 15& Floor 
New York, New York 10038 
Phone: (212) 77 1-6999; 800-689-8466 
Fax: (212) 771-7390 
E-mail: NRMSIR@interactivedata.com 

Standard & Poor's Securities Evaluations, Inc. 
55 Water Street, 45th Floor 
New York, New York 10041 
Phone: (212) 438-4595 
Fax: (212) 438-3975 
E-mail: nrmsir~repository@sandp.com 

The names and addresses of all current NRMSlRs should be verified each time information is delivered pursuant 
to this Undertaking. 

"Rule" means Rule 15~2-12 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 4 ,5 ,6  and 7 hereof. 

"Underwriter" includes each broker, dealer or municipal securities dealer acting as an underwriter in the 
primary offering of the Bonds. 

3. C. The base CUSlP Number of the Bonds is 721 876. The Final 
Official Statement relating to the Bonds is dated January -, 2007. 



its 
all 
SO 

4.  Annllal. Subject to Section 9 of this Undertaking, the County shall disseminate 
Annual Information and its Audited Financial Statement, if any (in the form and by the dates set forth in Exhihit), to 
NRMSIRs and to the SID, if any. The County is required to deliver such information in such manner and by such time 
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 a 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 a narrative description of the reasons for such amendment and its impact on the type of 
information being provided. 

5.  Material. Subject to Section 9 of this Undertaking, the County hereby covenants that 
it will disseminate in a timely manner notice of occurrence of a Material Event to each NRMSIR, or to the MSRB and to 
the SID, if any. 

6.  w. 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. s o f  F h e  nf the C h m h t n .  The County shall give notice in a 
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 a 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. A 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. Notwithstanding the provisions of Sections 4 ,5  and 7 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 (a "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: (5 12) 476-6403 

11- 

9. 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: 

(a) The amendment is made in connection with a change in circumstances that arises from a 
change in legal requirements, change in law, or change in the identity, nature, or status of the County, or type of business 
conducted; 

(b) 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 



(c) The amendment does not materially impair the interests of the beneficial owners of the Bonds, 
as determined by an independent counsel or other entity unaffiliated with the County. 

N n n - D  
. . 

10. . 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 a 
failure by the County to comply with its covenants under this Undertaking due to a failure to appropriate the necessary 
funds, the County covenants to provide prompt notice of such fact to each NRMSIR and the SID. 

11. n nf I.M&&ag. 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 a timely manner if this Section is applicable to each NRMSIR, or to the MSRB, 
and to the SID, if any. 

12. 
. . -. The County may, from time to time, appoint or engage a Dissemination Agent to 

assist it in carrying out its obligations under this Undertaking, and may discharge any such Dissemination Agent, with or 
without appointing a successor Dissemination Agent. 

13. 
. . Addltlonal. 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 a 
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 a Material Event. 

14. . . 
Reneficlanec;. 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. -. 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. Asgnmmt. 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. -. This Undertaking shall be governed by the laws of the State. 

PIMA COUNTY, ARIZONA 

Date: [Closing Date] 

By: 
Thomas Burke 
Finance and Risk Management Director 



EXHIBIT I 

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 in Appendix A in the tables entitled "PIMA 
COUNTY, ARIZONA SUMMARY OF WASTEWATER USERS FEES," PIMA COUNTY, ARZIONA, SUMMARY 
OF USER FEES REVENUES," PIMA COUNTY, ARIZONA, CONNECTION FEE REVENUES," PlMA COUNTY, 
ARIZONA, REVENUES FROM OTHER FEES AND CHARGES and "PIMA COUNTY WASTEWATER 
MANAGEMENT DEPARTMENT COMPARATIVE STATEMENTS OF SYSTEM REVENUES, EXPENDITURES 
AND NET REVENUES AVAILABLE FOR DEBT SERVICE. 

All or a 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 a 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 Februa~y of each year, commencing February 1, 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 4 of this Undertaking, the 
County will disseminate a notice of such change as required by Section 4, including changes in Fiscal Year or GAAP. 



EXHIBIT 11 

EVENTS FOR WHICH NOTICE OF OCCURRENCE OF 
MATERIAL EVENTS IS REQUIRED 

Principal and interest payment delinquencies 
Non-payment related defaults 
Unscheduled draws on debt service reserves reflecting financial difficulties 
Unscheduled draws on credit enhancements reflecting financial difficulties 
Substitution of creditor liquidity providers, or their failure to perform 
Adverse tax opinions or events affecting the tax-exempt status of the Bonds 
Modifications to the rights of holders of the Bonds 
Bond calls 
Defeasances 
Release, substitution or sale of property securing repayment of the Bonds 
Rating changes 



NOTICE INVITING BIDS FOR THE PURCHASE OF 
SEWER REVENUE BONDS 

$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS, 

SERIES 2007 

NOTICE IS HEREBY GIVEN that unconditional bids will be received to and including the hour of 10:30 
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 $50,000,000 
aggregate principal amount of its Sewer Revenue Bonds, Series 2007 (the "Sewer Bonds"), unless the County acting 
through the County Administrator or his designee postpones receipt of bids to a later date. A determination to 
postpone the sale date will be made and announced by 10:30 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 Sewer 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 10:30 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 Group's BIDCOMP Competitive Bidding 
System is required in order to submit a 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 a communications media, and 
not as the County's agent, to conduct electronic bidding for the Sewer Bonds. 

All bids made through the facilities of PARITY shall be deemed irrevocable offers to purchase the Sewer 
Bonds on the terms provided in this Notice Inviting Bids for the Purchase of Sewer Bonds, and shall be binding 
upon the bidder. Neither the County nor RBC Dain Rauscher Inc., doing business under the name RBC Capital 
Markets, the County's Financial Consultant, shall be responsible for any malfunction or mistake made by, or as a 
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 Sewer Bonds conflicts with information 
provided by PARITY as the approved provider of electronic bidding services, this Notice Inviting Bids for the 
Purchase of Sewer Bonds shall control. Further information about PARITY, including any fee charged, may be 
obtained from BIDCOMPIPARITY, 1395 Broadway, 2nd Floor, New York, New York, 1001 8, attention: Customer 
Support (2 12) 849-502 1. 

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 Sewer Bonds. 

THE SEWER BONDS: The Sewer Bonds will be dated January 1, 2007, and upon initial issuance, will 
bear interest from such date to the maturity or earlier redemption of each of the Sewer Bonds at a rate or rates, none 
of which may exceed twelve percent (12%) per annum, payable on July 1, 2007, and semiannually thereafter on 
January 1 and July 1 of each year during the term of each of the Sewer Bonds. The Sewer Bonds are to mature on 
July 1 in the years and in the amounts as follows: 



Due 
July 1 
2007 
2008 
2009 
2010 
201 1 
2012 
2013 
2014 
2015 
2016 

Principal 
Amount 

$2,665,000 
1,550,000 
1,625,000 
1,7 10,000 
1,795,000 
1,885,000 
1,980,000 
2,075,000 
2,180,000 
2,290,000 

Due 
July 1 
2017 
2018 
2019 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 

Principal 
Amount 

$2,405,000 
2,525,000 
2,650,000 
2,785,000 
2,925,000 
3,070,000 
3,220,000 
3,385,000 
3,550,000 
3,730,000 

PURPOSE: The Sewer Bonds are being issued pursuant to the Constitution and laws of the State of 
Arizona, including Title 1 1, Chapter 2, Article 4, Arizona Revised Statutes and all amendments thereto, and under 
the provisions of a resolution adopted by the Board of Supervisors of Pima County on October 17, 2006 and a 
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 (i) financing the expansion of the County's sewer facilities, 
and (ii) paying costs relating to the issuance of the Sewer Bonds. 

OPTIONAL REDEMPTION: The Sewer Bonds maturing on or before July 1, 2017 are not subject to 
call for redemption prior to their respective maturity dates. The Sewer Bonds maturing on or after July 1, 201 8 are 
subject to call for redemption on any date on or after July 1, 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 a redemption price equal 
to the principal amount of each Sewer 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 Sewer 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 Sewer 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 Sewer Bonds. One filly registered 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 Sewer Bonds will 
be available in book entry form only through direct or indirect participants in DTC, in the principal amount of 
$5,000 or any integral multiple thereof. Beneficial owners of the Sewer Bonds will not receive certificates 
representing their interests in the Sewer 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 Sewer Bonds will be 
payable by The Bank of New York Trust Company, N.A., 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 Sewer 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 Sewer 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 Sewer 
Bonds one or more bond certificates in such principal amount or amounts, in denominations of $5,000 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 Sewer Bonds, but no 
failure to assign such numbers to any Sewer Bonds, nor any error with respect thereto, shall constitute cause for 
failure or refusal by the purchaser thereof to accept and pay for the Sewer Bonds in accordance with the terms of the 
sale. No CUSIP number shall be deemed to be a part of any 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 
Sewer Bonds. 

INTEREST RATES: Bids for the purchase of the Sewer Bonds must state the rate or rates of interest to be paid. 
All Sewer 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 % %) per annum. Interest will be calculated on the basis of a 360-day year of twelve 30-day months. 
Interest rates must be expressed in multiples of one-eighth (118th) or one-twentieth (1120th) of one percent (1%). No 
bid will be considered for less than par on the Sewer 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 a waiver of the right to payment of such fractional cents. No fractional cents will be paid or accumulated 
for payment on any Sewer Bond. 

SECURITY: The Sewer Bonds are payable solely from the net revenues derived by the County from the 
operation of its sewer system after provision has been made for the operation and maintenance of the sewer system, 
subject to no prior lien granted under the Act, but subject to the rights of the holders of certain bonds refunded by 
the irrevocable deposit in trust of moneys and obligations issued or guaranteed by the United States government or 
its agencies to an equal claim on such revenues in the event such trust does not provide for all payments, when due 
on such refunded bonds. The Sewer Bonds are issued on parity with the County's outstanding Sewer Improvement 
and Refunding Revenue Bonds, Series 1998; Sewer Revenue Refunding Bonds, Series 2001; and Sewer Revenue 
Refunding Bonds, Series 2004; and certain Loan Agreements between the Water Infrastructure Finance Authority of 
Arizona and the County, as borrower, dated February 1, 1996, June 1, 1997, October 27, 2000 and May 11, 2004. 
The aggregate principal amount of outstanding parity debt is $1 35,892,236.94. 

BOND INSURANCE: Each bidder may, in making its bid, assume, as a premise, either that the payment 
of principal of and interest on the Sewer Bonds will be insured at the bidder's expense, or that the Sewer 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 a policy will be issued, the successful bidder shall cause the policy to be issued at the 
bidder's expense. 

FORM OF PROPOSAL AND BID DEPOSIT: The prescribed form of bid for the Sewer Bonds will be 
available on the PARITY system and all bids must be submitted on that form. All bids must be covered by a 
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 the amount of $1,000,000, which is equal 
to two percent (2%) of the par value of the Sewer 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 Sewer Bonds are 
awarded must submit its Deposit to the County, in the form of a certified check or wire transfer as instructed by the 
Financial Consultant, not later than 10:30 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 Sewer Bonds or 
retained and forfeited as liquidated damages in the event such bidder does not take up and pay for the Sewer Bonds 
immediately upon the County's 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 Sewer 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 Sewer 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 Sewer Bonds based upon the total principal amount of 
Sewer 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 Sewer Bonds will be made to the purchaser upon payment in 
immediately available funds in Tucson, Arizona, or, at the purchaser's 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 a party include notice that such contract is subject to cancellation, within three (3) years 
after its execution, by the State, or the political subdivision, including the County, department or agency which is a 
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 Sewer 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 Sewer 
Bonds under Arizona law and on the exclusion of the interest on the Sewer Bonds from the gross income of the 
owners of the Sewer Bonds for federal and state of Arizona income tax purposes. Fees of Bond Counsel will be 
paid from the Revenue Bond proceeds. 

TAX EXEMPT STATUS: The Internal Revenue Code of 1986, as amended (the "Code") prescribes a 
number of qualifications and conditions which apply to the Sewer Bonds, including investment restrictions, periodic 
payments of arbitrage profits to the United States, requirements regarding the proper use of Sewer 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 Sewer Bonds to be excludable from 
gross income. Failure to comply with certain of such covenants could cause interest on the Sewer Bonds to become 
includable in gross income retroactive to the date of issuance of the Sewer Bonds. 

Subject to the condition that the County comply with the above-referenced covenants, under present law, in 
the opinion of Bond Counsel, the Sewer Bonds are not "private activity bonds" under the Code, and interest on the 
Sewer 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 Sewer Bonds may be subject to certain federal taxes imposed only on 
certain corporations including the corporate alternative minimum tax on a portion of that interest. 

Ownership of the Sewer Bonds may result in collateral federal income tax consequences to certain 
taxpayers. Prospective purchasers of the Sewer 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 Sewer Bonds, the successful bidder shall furnish to the County a certificate acceptable to Bond 
Counsel to the effect that (i) all of the Sewer 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 Sewer Bonds, based upon their assessment of the then prevailing market conditions, they reasonably 
expected that all Sewer 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 Sewer Bonds 
were the fair market value of such Sewer Bonds as of the sale date. 

CERTIFICATES TO BE DELIVERED BY COUNTY: Representatives of the County will deliver 
certificates to the effect that (i) no litigation is pending affecting the issuance and sale of the Sewer Bonds and (ii) to 



their best knowledge, information and belief, the information contained in the Official Statement relating to the 
Sewer Bonds is true and correct in all material respects. The County will also deliver a tax compliance certificate 
covering its reasonable expectations concerning use of the proceeds of the Sewer 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 Sewer 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 bidder's 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 Sewer 
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. 

Within seven (7) business days after the award of the Sewer 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 bidder's 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 a continuing disclosure undertaking with 
respect to the Sewer Bonds, which undertaking will be described in the Official Statement. 

ADDITIONAL INFORMATION: Copies of the Official Statement relating to the Sewer Bonds will be 
furnished to any bidder upon request made to RBC Dain Rauscher Inc., doing business under the name RBC Capital 
Markets, 2398 East Camelback Road, Suite 700, Phoenix, Arizona 85016, Financial Consultant to the County, 
telephone number (602) 38 1-5368. 

PIMA COUNTY, ARIZONA 

IS/ Lori Godoshian 
Clerk, Board of Supervisors 



MATURITY DATES, PRINCIPAL AMOUNTS AND BOND YEAR LIFE 

$50,000,000 
PIMA COUNTY, AFUZONA 
SEWER REVENUE BONDS 

SERIES 2007 

Maturity Dates 
(July 1) 

2007 

Principal 
Amounts 

$2,665,000 
1,550,000 
1,625,000 
1,7 10,000 
1,795,000 
1,885,000 
1,980,000 
2,075,000 
2,180,000 
2,290,000 
2,405,000 
2,525,000 
2,650,000 
2,785,000 
2,925,000 
3,070,000 
3,220,000 
3,385,000 
3,550,000 
3,730,000 

Bond 
Years 
1,332.50 
2,325.00 
4,062.50 
5,985.00 
8,077.50 

10,367.50 
12,870.00 
15,562.50 
18,530.00 
2 1,755.00 
25,252.50 
29,037.50 
33,125.00 
37,597.50 
42,412.50 
47,585.00 
53,130.00 
59,237.50 
65,675.00 
72,735.00 

Cumulative 
Bond Years 

1,332.50 

Average Bond Life: 11.333 Years 





RESOLUTION NO. 2007-17 

RESOLUTION PROVIDING FOR THE ISSUANCE AND SALE OF PIMA 
COUNTY, ARIZONA SEWER REVENUE BONDS, SERIES 2007; 
PROVIDING FOR THE PAYMENT OF THE BONDS; PROVIDING 
TERMS, COVENANTS AND CONDITIONS CONCERNING THE 
BONDS; ACCEPTING A 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 BOND 
REGISTRAR AND PAYING AGENT FOR THE BONDS; AND 
DECLARING AN EMERGENCY. 

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

Section 1. Recitals, Findings and Conclusions. 

(a) Pursuant to Title 11, Chapter 2, Article 4, Arizona Revised Statutes, as 
amended (the "Act"), Pima County, Arizona (the "County"), is authorized to issue sewer revenue 
bonds. 

(b) At a special bond election held in and for the County on May 20, 1997 
(the "1 997 Bond Election"), a majority of the qualified voters of the County voting approved the 
issuance of sewer revenue bonds in the principal amount of $105,000,000, of which 
$10 1,057,627 aggregate principal amount have previously been issued. This Resolution will 
provide for the issuance of an additional $-0- aggregate principal amount of the bonds so voted. 

(c) At a special bond election held in and for the County on May 18, 2004 
(the "2004 Bond Election" and, together with the 1997 Bond Election, the "Bond Elections"), a 
majority of the qualified voters of the County voting approved the issuance of sewer revenue 
bonds in the principal amount of $1 50,000,000, of which $-0- aggregate principal amount have 
previously been issued. This Resolution will provide for the issuance of an additional 
$50,000,000 aggregate principal amount of the bonds so voted. 

(d) By Resolution No. 1991 -1 38 passed and adopted on June 18, 1991 as 
amended by Resolution No. 1991 -1 82 adopted August 6, 1991 (together, "Resolution No. 1991 - 
138") the Board of Supervisors of the County (the "Board") authorized the issuance of its Sewer 
Revenue Rehnding Bonds, Series 1991 and prescribed the terms and conditions upon which 
additional obligations payable from sewer revenues may be issued on a parity basis. The 
conditions prescribed in Resolution No. 1991 -1 38 for issuing such parity obligations will be met 
in connection with the issuance of the Series 2007 Bonds herein authorized. The Series 2007 
Bonds to be issued pursuant to this Resolution shall be designated as Pima County, Arizona, 
Sewer Revenue Bonds, Series 2007 (the "Series 2007 Bonds"). 

(e) Bids for the purchase of the Series 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 A (the "Accepted Bid") is the most advantageous for the County. 



(f) All acts, conditions and things required by the Constitution and laws of the 
State of Arizona and requirements of the County to happen, exist and be performed precedent to 
and in the adoption of this Resolution have happened, exist and have been performed as so 
required in order to make this Resolution a valid and binding instrument for the security of the 
Series 2007 Bonds authorized herein. 

Section 2. Resolution Supplements Resolution No. 1991 -1 38. This Resolution shall 
be supplemental to Resolution No. 1991 - 138, and shall be construed in conjunction therewith. 
All words and phrases used herein which were defined in Resolution No. 1991-138 shall have 
the meanings given them in said Resolution, except that the term "Finance Director" for purposes 
of this Resolution shall mean the County Administrator or his designee. 

Section 3. Authorization and Terms of Series 2007 Bonds. Pursuant to the Act and 
for the purpose of providing funds to pay the costs of improvements, expansions and extensions 
to the County's sewer plant and system and paying the costs of issuance therefor and necessary 
premiums and commissions in connection therewith, the County hereby authorizes the issuance 
of the Series 2007 Bonds in the total principal amount of $50,000,000. Interest will be paid on 
each interest payment date by check mailed by the Paying Agent to each registered owner of  the 
Series 2007 Bonds at the address shown on the registration book of the Bond Registrar on the 
Record Date (as described in Section 13 below), or by wire transfer to any securities depository 
or, upon two days prior written request delivered to the Paying Agent specifying a wire transfer 
address in the continental United States, to any registered owner of at least $1,000,000 aggregate 
principal amount of Series 2007 Bonds. Principal of the Series 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 Series 2007 Bonds will be dated January 1 ,  2007 and will 
mature in such amounts on July 1 in the years and in the amounts, as follows: 

Year 
(July 1) 

2007 
2008 
2009 
201 0 
201 1 
2012 
201 3 
201 4 
201 5 
201 6 

Principal 
Amount 

Year 
(July 1) 

201 7 
201 8 
2019 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 

Principal 
Amount 

The Series 2007 Bonds shall be payable as to interest on January 1 and July 1 of each 
year during the life of the Series 2007 Bonds, commencing July I ,  2007 at the rates per annum 
(calculated on the basis of a 360-day year of twelve 30-day months) established by the Accepted 
Bid. The Series 2007 Bonds will be issuable in the denomination of $5,000 each or integral 
multiples thereof, in fully registered fom.  



Section 4. Security. The Series 2007 Bonds are payable as to both principal and 
interest solely from the net revenues derived by the County from the operation of its sewer 
system afier provision has been made for the payment for the operation and maintenance of the 
sewer system, subject to no prior lien granted under the Act. The Series 2007 Bonds shall not 
constitute a debt or general obligation of the County within the meaning of any constitutional or 
statutory debt limitation, nor shall payment of the Series 2007 Bonds or interest or redemption 
premiums thereon be enforceable out of any h n d s  other than the net 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. 

On or before the tenth (10th) day of each month, sufficient Net Revenues shall be 
deposited to the Bond Fund in the following amounts and manner: 

(a) Commencing the tenth day of the month immediately succeeding the date 
of delivery of the Series 2007 Bonds through the next June 10 or December 10, as applicable, 
such amount necessary to allocate equally among such months, the interest due (net of accrued 
interest on the Series 2007 Bonds), if any, on the next July 1 or January 1, as applicable, and 
thereafter on the tenth day of each month one-sixth (116) of the interest becoming due on the next 
interest payment date on the Series 2007 Bonds and all Bonds Outstanding; and 

(b) Commencing the tenth day of the month immediately succeeding the date 
of delivery of the Series 2007 Bonds through the next June 10 such amount necessary to allocate 
equally among such months the principal due, if any, on the next July 1, and thereafter on the 
tenth day of each month one-twelfth (1112) of the principal amount becoming due on the next 
principal payment date on the Series 2007 Bonds and all Bonds Outstanding. 

Section 5. Series 2007 Bonds on a Parity. The Series 2007 Bonds are issued on a 
parity with the outstanding Pima Count~y, Arizona, Sewer Improvement and Rehnding Revenue 
Bonds, Series 1998, Sewer Revenue Refunding Bonds, Series 2001, and Sewer Revenue 
Rehnding Bonds, Series 2004, and those certain Loan Agreements between the County, as 
Borrower, and the Water Infrastructure Finance Authority of Arizona, dated February 1, 1996, 
June 1, 1997, October 27, 2000, as amended, and May 1 1, 2004, as amended, respectively, and 
any other bonds hereafter issued on a parity with such bonds (together, the "Parity Obligations"), 
and holders of the Series 2007 Bonds shall enjoy the same parity of lien and rights of 
enforcement. 

The County reaffirms all covenants and conditions contained in Resolution No. 1 99 1 - 138 
and agrees that all such covenants and conditions shall also apply to all Series 2007 Bonds herein 
authorized and all h n d s  created or continued by Resolution No. 1991 -1 38 are hereby ordered 
expanded so as to service the increased requirements caused by the issuance of the Series 2007 
Bonds. Payment of the Series 2007 Bonds may be provided as described in Resolution No. 
1991-138 and additional Parity Obligations may be issued or incurred as provided in Resolution 
NO. 1991-138. 

If necessary, the Reserve Fund Value shall be increased by the amount of the Reserve 
Requirement for the Series 2007 Bonds and all other outstanding Parity Obligations. If, upon 
issuance of the Series 2007 Bonds, the Reserve Fund Value is less than the Reserve 



Requirement, the County shall (i) immediately upon execution and delivery of the Series 2007 
Bonds, deposit Series 2007 Bond proceeds or other available moneys of the County into the 
Reserve Fund or cause to be delivered a Reserve Fund Guaranty to the Paying Agent, in an 
amount sufficient for the Reserve Fund Value to equal the Reserve Fund Requirement for the 
Series 2007 Bonds and all other outstanding Parity Obligations or (ii) deposit Net Revenues to 
the Reserve Fund in approximately equal monthly installments on the 1 0 ' ~  day of each month 
such that the Reserve Fund Value will equal or exceed the increased Reserve Requirement, if 
any, not later than the expiration of five (5) years following the initial delivery of the Series 2007 
Bonds or (iii) any combination of (i) and (ii). 

Section 6. Prior Redemption. 

(a) Optional Redemption. The Series 2007 Bonds maturing on or before July 
1 ,  201 7 are not subject to call for redemption prior to their respective maturity dates. The Series 
2007 Bonds maturing on or after July 1,201 8 are subject to call for redemption on any date on or 
after July 1, 201 7 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 a redemption price equal to the 
principal amount of each Series 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 
registered owners of the Series 2007 Bonds at the address shown on the bond register maintained 
by the Bond 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 
Series 2007 Bonds shall affect the regularity of the proceedings for redemption of any other 
Series 2007 Bonds. 

(c) Redemption of Less Than All of a Series 2007 Bond. The County may 
redeem a portion of any Series 2007 Bond in $5,000 increments. In that event, the registered 
owner shall submit the Series 2007 Bond for partial redemption and the Paying Agent shall make 
such partial payment and the Bond Registrar shall cause to be issued a new'series 2007 Bond in 
a principal amount which reflects the redemption so made to be authenticated and delivered to 
the registered owner thereof. 

(d) Effect of Call for Redemption. On the date designated for redemption by 
notice given as herein provided, the Series 2007 Bonds so called for redemption shall become 
and be due and payable at the redemption price provided for redemption of such Series 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 Series 2007 Bonds or portions of 
Series 2007 Bonds so called for redemption shall cease to accrue, such Series 2007 Bonds shall 
cease to be entitled to any benefit or security hereunder and the owners of such Series 2007 
Bonds shall have no rights in respect thereof except to receive payment of the redemption price 
thereof and accrued interest and such Series 2007 Bonds shall be deemed paid and no longer 
outstanding. 



Section 7. Use of Proceeds. 

(a) Upon delivery of the Series 2007 Bonds and payment therefor, the amount 
paid as accrued interest shall be deposited to the Bond Fund. The balance shall be set aside in a 
separate fund and used solely for the purpose approved by the electors of the County at the Bond 
Elections. 

(b) Pending any disbursement(s) as set forth in subsection (a) above, the 
County Treasurer is directed to invest the proceeds from the sale of the Series 2007 Bonds in the 
State Treasurer's Local Government Investment Pool (LGIP); provided, however, that the 
County, acting through the County Administrator or its Finance and Risk Management Director, 
may at 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 8. Form of Series 2007 Bonds. 

(a) The Series 2007 Bonds shall be in substantially the form of Exhibit B, 
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 
Proposals for the Purchase of Sewer Revenue Bonds and are approved by those officers 
executing the Series 2007 Bonds and execution thereof by such officers shall constitute 
conclusive evidence of such approval. 

(b) The Series 2007 Bonds may have notations, legends or endorsements 
required by law, securities exchange rule or usage. Each Series 2007 Bond shall show the date 
of its authentication and registration. 

Section 9. Book Entry Only System. 

(a) The Series 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 Series 
2007 Bonds. One fully registered Series 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 Series 2007 Bonds will be available in book entry form only through direct or 
indirect participants in DTC, in the principal amount of $5,000 or any integral multiple thereof. 
Beneficial owners of the Series 2007 Bonds will not receive certificates representing their 
interests in the Series 2007 Bonds and will not be deemed to be registered owners of the Series 
2007 Bonds. 

(c) SO long as the book entry only system is in operation, principal of, 
premium, if any, and interest on the Series 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, premium, if any, and interest to the DTC participants for subsequent 
credit or disbursement to the beneficial owners of the Series 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 Series 
2007 Bonds and the County does not select another qualified securities depository, the County 
shall cause the Bond Registrar to deliver to DTC for redistribution to beneficial owners of the 
Series 2007 Bonds one or more Series 2007 Bonds in such principal amount or amounts, in 
denominations of $5,000 and any integral multiple thereof, and registered in such name or 
names, as DTC shall designate. 

Section 10. Execution of Series 2007 Bonds. 

(a) The Series 2007 Bonds shall be executed for and on behalf of the County 
by the Chairman of the Board and attested by the Clerk of the Board by their manual or facsimile 
signatures. 

(b) If an officer whose signature is on a Series 2007 Bond no longer holds that 
office at the time the Series 2007 Bond is authenticated and registered, the Series 2007 Bond 
shall nevertheless be valid. 

(c) A Series 2007 Bond shall not be valid or binding until authenticated by the 
manual signature of an authorized officer of the Bond Registrar. The signature shall be 
conclusive evidence that the Series 2007 Bond has been authenticated and issued under this 
resolution. 

Section 1 1 .  Mutilated, Lost or Destroyed Series 2007 Bonds. In case any Series 2007 
Bond becomes mutilated or destroyed or lost, the County shall cause to be executed and 
delivered a new Series 2007 Bond of like date and tenor in exchange and substitution for and 
upon the cancellation of such mutilated Series 2007 Bond or in lieu of and in substitution for 
such Series 2007 Bond destroyed or lost, upon the registered owner's paying the reasonable 
expenses and charges of the County in connection therewith and, in the case of the Series 2007 
Bond destroyed or lost, filing with the -Clerk of the Board by the registered owner evidence 
satisfactory to the County that such Series 2007 Bond was destroyed or lost, and hrnishing the 
County with a sufficient indemnity bond pursuant to 5 47-8405, Arizona Revised Statutes. 

Section 12. Acceptance of Bid. 

(a) The bid of the winning bidder attached hereto as Exhibit A for the 
purchase of the Series 2007 Bonds is hereby accepted and the Series 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 Sewer Revenue Bonds. The Series 
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 Series 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 13. Bond Re~istrar and Paying Apent. 

(a) The County will maintain an office or agency where Series 2007 Bonds 
may be presented for registration of transfer (the "Bond Registrar1') and an oftice or agency 
where Series 2007 Bonds may be presented for payment (the "Paying Agent"). The County may 
appoint one or more co-Bond Registrars or one or more additional Paying Agents. The Bond 
Registrar and Paying Agent may make reasonable rules and set reasonable requirements for their 
respective functions with respect to the owners of the Series 2007 Bonds. 

(b) As provided in Resolution No. 1991-138, The Bank of New York Trust 
Company, N.A. (as successor in interest to J.P. Morgan Trust Company, National Association, 
Bank One Trust Company, N.A., Bank One Arizona, NA and The Valley National Bank of 
Arizona), or successors thereto, is hereby appointed and shall act as the Bond Registrar and 
Paying Agent for the Series 2007 Bonds. 

(c) The Bond Registrar may appoint an authenticating agent acceptable to the 
County to authenticate Series 2007 Bonds. An authenticating agent may authenticate Series 
2007 Bonds whenever the Bond Registrar may do so. Each reference in this Resolution to 
authentication by the Bond Registrar includes authentication by an authenticating agent acting on 
behalf and in the name of the Bond Registrar and subject to the Bond Registrar's direction. 

(d) The Bond Registrar shall keep a register of the Series 2007 Bonds, the 
registered owners of the Series 2007 Bonds and of transfer of the Series 2007 Bonds. When 
Series 2007 Bonds are presented to the Bond Registrar or a co-Bond Registrar with a request to 
register a transfer, the Bond Registrar will register the transfer on the registration books if its 
requirements for transfer are met and will authenticate and deliver one or more Series 2007 
Bonds registered in the name of the transferee of the same principal amount, maturity and rate of 
interest as the surrendered Series 2007 Bonds. Any Series 2007 Bond may be exchanged at the 
designated office of the Bond Registrar for a Series 2007 Bond of the same maturity date and 
aggregate principal amount as the surrendered Series 2007 Bond. The "Record Date" for the 
Series 2007 Bonds will be the close of business of the Bond Registrar on the 15th day of the 
month preceding an interest payment date. Series 2007 Bonds presented to the Bond Registrar 
for transfer after the close of business on the Record Date and before the close of  business on the 
next subsequent interest payment date will be registered in the name of the transferee but the 
interest payment will be made to the registered owners shown on the books of the Bond Registrar 
as of the close of business on the Record Date. 

(e) The Bond Registrar shall authenticate Series 2007 Bonds for original issue 
in up to $50,000,000 aggregate principal amount upon the written request of the County 
Administrator or his designee. The aggregate principal amount of Series 2007 Bonds 
outstanding at any time may not exceed that amount except for replacement Series 2007 Bonds 
as to which the requirements of the Bond Registrar and the County are met. 

Section 14. Reserve Fund Guaranty and Bond Insurance. In the event a Reserve Fund 
Guaranty is delivered in connection with the Series 2007 Bonds, the County Administrator or his 
designee is hereby authorized to negotiate with and secure, with proceeds of the Series 2007 
Bonds or otherwise, such a Reserve Fund Guaranty, in amounts required by Resolution No. 



199 1 - 138. The Chairman of the Board or the County Administrator or the designee or either is 
hereby further authorized to execute and deliver any instruments or documents necessary in 
connection with the purchase of any such Reserve Fund Guaranty, including those making 
provision for the repayment of amounts advanced by the institutions issuing such Reserve Fund 
Guaranty. If a Municipal Bond lnsurance Policy is issued in connection with the Series 2007 
Bonds, the County Administrator or the designee or either is hereby further authorized to execute 
and deliver any instruments or documents necessary in connection with such Municipal Bond 
lnsurance Policy, including those making provision for the repayment of amounts advanced by 
the institutions issuing such Municipal Bond Insurance Policy 

Section 15. Resolution a Contract. This Resolution shall constitute a contract between 
the County and the owners of the Series 2007 Bonds issued hereunder and shall not be repealed 
or amended except as provided in Resolution No. 199 1 - 1 38 for repeal or amendment thereof. 

Section 16. Tax Covenants. 

(a) The County recognizes that the purchasers and owners of the Series 2007 
Bonds will have accepted them on and paid a 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 Series 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 Series 2007 Bonds in such manner and to such extent as may be necessary so that (i) the 
Series 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 
103(a) of the Code applies, and (ii) the interest on the Series 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 (i) it will take or cause to be taken such 
actions that may be required of it for the interest on the Series 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, (a) apply the proceeds of the Series 2007 Bonds to the 
governmental purposes of the borrowing; (b) restrict the yield on investment property acquired 
with the proceeds; (c) 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 Series 2007 Bonds (the "Tax Compliance Certificate") relating to the Series 2007 
Bonds; (d) maintain books and records and make calculations and reports; and (e) 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 (i) make or 
effect any election, selection, designation, choice, consent, approval or waiver on behalf of the 
County with respect to the Series 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 148(t)(4)(C) 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 Series 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 Series 2007 Bonds; and (iii) give one or more 
appropriate certificates, for inclusion in the transcript of proceedings for the Series 2007 Bonds, 
setting for the reasonable expectations of the County regarding the amount and use of all the 
proceeds of the Series 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 Series 2007 Bonds. 

(d) The County authorizes the creation by the County Administrator or his 
designee of a 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 a certification, representation and agreement of the County and no investment shall be 
made of the proceeds of the Series 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 hrther recognizes that Section 149(a) of the Code requires the 
Series 2007 Bonds to be issued and to remain in h l ly  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 Series 2007 Bonds to be issued in, or converted into, bearer or 
coupon form if such action would cause interest on the Series 2007 Bonds to be included in gross 
income for federal income tax purposes. 

Section 17. Continuing Disclosure Undertaking. The County also recognizes that the 
initial purchaser of the Series 2007 Bonds may be required to comply with Rule 1 .5~2-  12(b)(5) 
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 Series 2007 Bonds as an 
underwriter. In order to assist the initial purchaser in complying with the Rule, the County will 



enter into a Continuing Disclosure Undertaking with respect to the Series 2007 Bonds, and a 
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 18. Official Statement. The County Administrator or his designee is hereby 
authorized and directed to prepare or authorize to be prepared, and to complete, a final Official 
Statement (the "Official Statement") relating to the original issuance of the Series 2007 Bonds in 
substantially the form of the Preliminary Official Statement (the "Preliminary Official 
Statement") prepared in connection with the original issuance of the Series 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 original or revised form, is a "deemed final" official statement (except for 
permitted omissions) of the County as of a particular date and that a completed version is a 
"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 Series 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 Series 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 19. Severability. It is the intention hereof to confer upon the County the 
whole of the powers provided for in the Act and if any one or more sections, clauses, sentences 
and parts hereof shall for any- reason be questioned in any court of competent jurisdiction and 
shall be adjudged unconstitutional or invalid, such judgment shall not affect, impair or invalidate 
the remaining provisions hereof, or the Series 2007 Bonds issued pursuant hereto but shall be 
confined to the specific sections, clauses, sentences and parts so determined. All prior 
resolutions or parts thereof in conflict herewith be and the same are hereby repealed. 

Section 20. Ratification of Actions. A11 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 Series 2007 Bonds as contemplated by this Resolution whether 
heretofore or hereafter taken shall be and are hereby ratified, confirmed and approved. Any 
changes made in the Notice Inviting Bids for the Purchase of Sewer 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 terns and intent of this Resolution. 



Section 21. Emeraencv. It  is necessary to utilize an emergency clause with this 
Resolution to make the award of the contract for the purchase of the Series 2007 Bonds 
effectively immediately, thereby committing the purchaser to the interest rates the Series 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 Series 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 after its passage, adoption and approval by the Board of Supervisors and it is 
hereby exempt from the referendum provisions of the Constitution and laws of the State of 
Arizona. 



PASSED, ADOPTED AND APPROVED by the Board of Supervisors of Pima County, 
Arizona, on January 16,2007. 

PIMA COUNTY 

By: 

JAN l 6 2007 

ATTEST: 

By: 2 Z i G - u  
&k, Board of Supervisors 

APPROVED AS TO FORM: 

SQUIRE, SANDERS & DEMPSEY L.L.P., 
Bond Counsel 

By: 



EXHIBIT A TO RESOLUTION NO. 2007-17 

Resolution No. 2007-1 7 awarding $50,000,000 of Sewer Revenue Bonds, Series 2007, to the low 
bidder, Memll Lynch & Co., at a Net Interest Cost of 4.2432 12%. 



PARITY Reoffering Page 1 of 1 

Merrill Lynch & Co.'s Reoffering Scale . . .a . a - ' G A W ~ ~ W *  r F> 
Pima.County 

$50,000,000 Sewer Revenue Bonds, Series 2007 

Accrued Interest: $141,275.84 

Gross Production: $50,442,843.60 

0 1981-2002 i-Deal LLC. All rights reserved Trademarks 



EXHIBIT B TO RESOLUTION NO. 2007- 

FORIM OF BOND 

UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") T O  THE 
BOND 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 T O  CEDE 
& CO. OR T O  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 
SEWER REVENUE BOND, SERIES 2007 

Number: 
R- 

Denomination: 

Interest Rate Maturity Date Orininal Issue Date CUSIP 
January 1,2007 

Registered Owner: CEDE & CO. 

Principal Amount: AND N0/100 DOLLARS 

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

Certain Bonds of the issue of which this Bond is one are subject to call for redemption 
prior to maturity in accordance with the terms set forth within this Bond. 

Interest is payable on January 1 and July 1 of each year commencing July 1,  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. lnterest will be computed on the basis of  a 
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 prior to maturity will be paid by check payable in such money drawn on the 
Paying Agent and payable to the order of and mailed by the Paying Agent to the registered 
owner at the address shown on the registration books maintained by the Bond Registrar at the 
close of business on the record date, or by wire transfer, as explained herein. 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 
principal corporate trust office of The Bank of New York Trust Company, N.A. 
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This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 
Article 4, Arizona Revised Statutes, as amended, and Resolutions No. 1991 -1 38, 1991 -1 82 and 
No. 2 0 0 7 -  adopted by the Board of Supervisors of Pima County on June 18, 1991, August 6, 
1991 and January 16, 2007, respectively (collectively, the "Bond Resolution"), for the purpose of 
providing hnds  to pay the costs of improvements, expansions and extensions to the County's 
sewer plant and system and paying the costs of issuance therefor and necessary premiums and 
commissions in connection therewith. 

This Bond and the issue of which it is a part are payable as to both principal and interest 
solely from the net revenues to be derived by the County from the sewer system of the County. 
For a more complete statement of the provisions made to secure payment of the Bonds, the 
revenues from which and conditions under which this Bond is payable, statements of the terms 
under which the Bond Resolution may be modified, and the general covenants and provisions 
pursuant to which this Bond is issued, reference is made to the Bond Resolution. 

This Bond and the interest hereon are enforceable exclusively from the revenues pledged 
thereto in the Bond Resolution and no owner hereof shall have the right to compel any exercise 
of the taxing power of the County to pay this Bond or the interest hereon. This Bond does not 
constitute an indebtedness or pledge of the general credit of the County within the meaning of 
any constitutional, charter or statutory provisions relating to the incurring of indebtedness. 

Interest on the Bonds 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 
book of the Bond Registrar on the record date (as described below), or by wire transfer to any 
securities depository or, upon two days prior written request delivered to the paying agent 
specifying a wire transfer address in the continental United States by any registered owner of at 
least $1,000,000 aggregate principal amount of Bonds. 

Bonds maturing on or before July 1, 201 7 are not subject to call for redemption prior to 
their respective maturity dates. The Bonds maturing on or after July 1, 201 8 are subject to call 
for redemption on any date on or after July 1, 201 7 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 a 
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 of any Bond will be mailed to the registered holder of the Bond or 
Bonds being redeemed at the address shown on the bond register maintained by the Bond 
Registrar not less than 30 days nor more than 60 days prior to the specified redemption date. 

The Bond Registrar and Paying Agent is The Bank of New York Trust Company, N.A. 
The Bond Registrar or Paying Agent may be changed without notice. 

This Bond is transferable by the registered owner in person or by attorney duly 
authorized in writing at the designated office of the Bond 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 a new bond or bonds of the 
same aggregate principal amount, maturity and interest rate will be issued to the transferee in 
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exchange. The Bond 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 Bond Resolution. The County has chosen the 15th day of the month preceding an interest 
payment date as the record date for this series of Bonds, unless such date is a Saturday, Sunday 
or holiday, in which case the record date will be deemed to be the previous business day. Should 
this Bond be submitted to the Bond 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 Bond Registrar's books 
at the close of business on the record date. 

The Bond Registrar may but need not register the transfer of a Bond which has been 
selected for redemption and need not register the transfer of any Bond for a period of 15 days 
before a selection of Bonds to be redeemed. If the transfer of any Bond which has been called or 
selected for call for redemption in whole or in part is registered, any notice of redemption which 
has been given to the transferor will be binding upon the transferee and a copy of the notice of 
redemption will be delivered to the transferee along with the Bond or Bonds. 

Bonds of this issue are issuable only in h l ly  registered form in the denomination of 
$5,000 each or integral multiples of $5,000. This Bond may be exchanged at the designated 
office of the Bond Registrar for a like aggregate principal amount of Bonds of the same maturity 
in authorized denominations upon the terms set forth in the Bond Resolution. 

The County, the Bond 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 series 
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 its Clerk of the 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 representative of the Bond Registrar. 

PIMA COUNTY, ARIZONA 

Chairman, Board of Supervisors 

ATTEST: 

Clerk, Board of Supervisors 
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AUTHENTICATION CERTIFICATE 

This Bond is one of the Pima County, Arizona, Sewer Revenue Refunding Bonds, Series 
2007, described in the Bond Resolution mentioned herein. 

Date of Authentication: 

The Bank of New York Trust Company, N.A., 
as Registrar 

By: 
Authorized Representative 
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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 MIN ACT -- 
TEN ENT -- as tenants by the entireties Custodian 
JT TEN -- as joint tenants with right of (Cust) (Minor) 
survivorship and not as tenants in common Under Uniform Gifts 

to Minor Act 

(State) 
Additional abbreviations may also be used though not in list above. 

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

Signature Guaranteed: 

Note: Signature(s) must be guaranteed by an 
eligible guarantor institution pursuant to 
Securities and Exchange Commission Rule 
17Ad-15 that is a participant in a signature 
guarantor program recognized by the Trustee. 
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OFFICIAL STATEMENT 

.NEW l3SK.E - BOOK-ENTRY ONLY BBTLNCA: See "Ratings" herein 

In  the opinion of Sq~rire. Sunders & Detnpsey L.L.P.. Bond Coimsel. ioider existing I a ~ v  (i) rtssitr~iing conipliance 1~1th certrtin covenants and the ctccitla~v of certain 
representations. interest on the Bonds is e.~clitdedfr.om gross incoriie for federal incoriie t a . ~  pirrposes and is not an iterii of t a . ~  preference for pitrposes of the federctl 
alternurive r~~inirn~tni tnr irriposed on iridii:idirrrls and corporotions und (ii) interest on the Bonds is e.xenipt fron~ Arizona state incotrie tu.~. Interest or1 the Bor~ds nicnl be 
sitbject to certain federal taxes irnposed only on certrtin corporations, inclirding the corporate alternative niininiitni tux on a portion of that interest. For a niore 
cornplete discirssion of lax aspects, see "TA.Y &.WAlPTION" herern. 

$50,000,000 
PlMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

Dated: January 1,2007 Due: July 1,  as shown on next page 

The Sewer 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 $5,000 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. lnterest on the Bonds is 
payable semiannually on each January I and July 1 (each an "lnterest Payment Date"), commencing July 1, 2007. lnterest will be paid on each 
lnterest 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 lnterest Payment Date or if such day is a 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 a wire transfer address in the continental United States by any registered owner owning an aggregate principal amount of at least 
$1~000,000. Principal of the Bonds will be payable at the designated corporate trust office of The Bank of New York Trust Company. N.A., 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 for the purpose of providing funds to (i) make various improvements in the County's sewer system (the "System") and 
to (ii) pay costs relating to the issuance of the Bonds. 

Principal of and interest on the Bonds is payable solely from and secured by a pledge ofthe Net Revenues of the System on a parity of lien with 
certain outstanding sewer revenue debt and additional parity debt that may be issued or incurred in the future under the herein-described Sewer Bond 
Resolution. The Bonds are not general obligations of the County or a charge against the general credit or taxing power of the County. The County is not 
liable for the payment of the Bonds from any sources of funds except from the sources and funds described herein. See ' T H E  BONDS - Security and 
Source of Payment" herein. 

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 a 
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. 

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under an insurance policy to 
be issued concurrently with the delivery of the Bonds by FINANCIAL SECURITY ASSURANCE INC. 

Due Principal 
July I Amount 
2007 $2,665,000 
2008 1,550,000 
2009 1,625.000 
2010 1,7 10,000 
201 1 1,795.000 
201 2 1,885,000 
2013 1,980,000 
2014 2,075,000 
2015 2,180,000 
2016 2,290,000 

* Yield to the July 1,201 7 par call date. 

lnterest 
Rate - 

4.000% 
4.000% 
3.750% 
4.000% 
4.000% 
3.750% 
4.000% 
4.000% 
5 000% 
5.000% 

MATURITY SCHEDULE 
Due 

Yield July 1 
3.540% 201 7 
3.560% 201 8 
3.630% 2019 
3.670% 2020 
3.690% 202 1 
3.720% 2022 
3.760% 2023 
3.820% 2024 
3 860% 2025 
3.900% 2026 

Principal 
Amount 
$2,405,000 
2,525,000 
2,650,000 
2,785,000 
2,925,000 
3,070,000 
3,220,000 
3,385,000 
3,550,000 
3,730,000 

lnterest 
Rate 

5.000% 
4.125% 
4.250% 
4.250% 
4.375% 
4.500% 
4.500% 
4.000% 
4.000% 
4.000% 

Yield 
3.950% 
4.040% ' 
4.100% ' 
4.180%' 
4.250% 
4.250% ' 
4.3 10% 
4.330% 
4.350% 
4.370% 

(Accrued lnterest to be Added) 

This cover page contains only a brief description of the Bonds and the security therefor. It is not intended to be a summary of 
material information with respect to the Bonds. Investors should read the entire Official Statement to obtain information necessary to 
make an informed investment decision. 

The Bonds are offered when, as and if issited b,: the Coimty sitbject to the approving opinion of Sqirire. Sanders & D e m p s ~ ~  L. L. P.. Bond Coirnsel, 
as to validiy and tux e.rerizption. It is e.rpected tlmt the Bonds ~vi l l  be available for delivery tliroitgh the facilities of D T C  in r\Jov York. ~Vew York, 

on or abotrr Janiraty 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 Pima County, Arizona (the "County") to give any information or  
to make any representations other than as contained in this Official Statement, and if given o r  made, such 
other information o r  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 o r  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 3(a)2 and 3(a)12, 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 a solicitation of an 
offer to buy in any state in which such offer o r  solicitation is not authorized o r  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. 

Other than with respect to information concerning Financial Security Assurance Inc. ("Financial Security") 
contained under the caption "Bond Insurance" and Appendix 1 Specimen "Municipal Bond Insurance Policy" 
herein, none of the information in this Official Statement has been supplied or verified by Financial Security and 
Financial Security makes no representation or warranty, express or implied, as to (i) the accuracy or completeness 
of such information; (ii) the validity of the Bonds; or (iii) the tax exempt status of the interest on the Bonds. 
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$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER 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 Sewer 
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 past experience, as is shown by that financial and other information, will necessarily continue or be 
repeated in the future. 

References to provisions of Arizona law, whether codified in the Arizona Revised Statutes or uncodified, or 
of the Arizona Constitution, are references to those current provisions. Those provisions may be amended, repealed 
or supplemented. 

THE BONDS 

Authorization and Use of Funds 

The Bonds are issued pursuant to the Constitution and laws of the State of Arizona, including specifically 
Title 1 1, Chapter 2, Article 4, Arizona Revised Statutes and all amendments thereto, and more specifically under the 
provisions of (i) Resolution No. 199 1 - 138 adopted by the County's Board of Supervisors (the "Board") on June 18, 
1991, as amended by the Board on August 6 ,  1991, and (ii) a supplemental authorizing resolution, which 
supplemental resolution provides for the issuance of the Bonds, adopted by the Board on January 16, 2007 
(collectively, the "Sewer Bond Resolution"). Excerpts of the Sewer Bond Resolution are presented in Appendix G. 

The Bonds offered herein represent a portion of the remaining authorization approved at special bond 
elections held on May 20, 1997 and May 18, 2004. After the sale and delivery of the Bonds, the County will have 
$1 53,942,383 principal amount of authorized but unissued sewer revenue bonds remaining for issuance. 

Proceeds of the sale of the Bonds will be used to provide funds to (i) make various improvements in the 
County's sewer system (the "System") and (ii) pay costs relating to the issuance of the Bonds. 

General Description 

The Bonds will be dated January 1, 2007 and will be issued in the form of fully registered bonds in 
denominations of $5,000 or any integral multiple thereof. The Bonds will bear interest from January 1, 2007, 
payable semiannually on January 1 and July 1 (each an "lnterest Payment Date"), commencing July 1, 2007. 

lnterest will be paid on each lnterest 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 lnterest Payment Date or if such day is a 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 a wire transfer address in the continental United States by any 
registered owner owning an aggregate principal amount of Bonds of at least $1,000,000 and the principal of the 
Bonds will be payable at maturity upon surrender of the Bonds to The Bank of New York Trust Company, N.A., as 
the bond registrar and paying agent (the "Bond Registrar" and "Paying Agent" as applicable). 

Security and Source of Payment 

Principal and interest on the Bonds are payable solely from the revenues derived by the County from the 
operation of its sewer system (the "System") after provision has been made for the payment of the reasonable and 
necessary expenses of the operation and maintenance of the System (the "Net Revenues"). The Bonds will be on a 
parity of lien on such Net Revenues with the County's outstanding Sewer Improvement and Refunding Revenue 
Bonds, Series 1998, Sewer Revenue Refunding Bonds, Series 200 1, and Sewer Revenue Refunding Bonds, Series 
2004, and certain loan agreements between the Water Infrastructure Finance Authority of Arizona ("WIFA") and 
the County, as borrower, dated February I, 1996, June I, 1997, October 27,2000 as amended, and May 1 I, 2004, as 
amended (collectively, the "Outstanding Parity Bonds") and additional parity bonds that may be issued in the future 
as provided in the Sewer Bond Resolution (collectively with the Bonds and the Outstanding Parity Bonds, the 
"Parity Bonds"). The aggregate principal amount of Parity Bonds that will be outstanding after the issuance of the 
Bonds will be $185,892,237. See "Parity Bonds" below and "SEWER REVENUE BONDS TO BE 
OUTSTANDING" herein. 

Redemption 

The Bonds maturing on or before July 1, 20 17 are not subject to call for redemption prior to their respective 
maturity dates. The Bonds maturing on or after July 1, 2018 are subject to call for redemption on any date on or 
after July 1, 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 a 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. (DTC's 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 world's largest depository, is a limited-purpose trust company organized under the New York 
Banking Law, a "banking organization" within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform Commercial Code, 
and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 
1934. DTC holds and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity issues, 



corporate and municipal debt issues, and money market instruments from over 85 countries that DTC's participants 
("Direct Participants") deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants 
of sales and other securities transactions in deposited securities, through electronic computerized book-entry 
transfers and pledges between Direct Participants' accounts. This eliminates the need for physical movement of 
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The 
Depository Trust & Clearing Corporation ("DTCC"). DTCC, in turn, is owned by a number of Direct Participants 
of DTC and Members of the National Securities Clearing Corporation, Government Securities Clearing 
Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC, 
and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock 
Exchange LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system is also available 
to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or 
indirectly ("Indirect Participants" and, together with the Direct Participants, the "Participants"). DTC has Standard 
& Poor's highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and 
Exchange Commission. More information about DTC can be found at www.dtcc.com. 

Purchases of beneficial interests in the Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual 
purchaser of a beneficial interest in a Bond ("Beneficial Owner") is in turn to be recorded on the Direct Participants' 
and lndirect 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 lndirect 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 lndirect 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 DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized 
representative of DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such 
other nominee effect no change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of 
the Bonds; DTC's records reflect only the identity of the Direct Participants to whose accounts such Bonds are 
credited, which may or may not be the Beneficial Owners. The Direct Participants and lndirect 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 
lndirect Participants, and by Direct Participants and lndirect 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 Sewer 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, DTC's 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 a Direct Participant in accordance with DTC's 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 a 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. 
DTC's practice is to credit Direct Participants' accounts, upon DTC's 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 DTC's records. Payments by Participants to Beneficial Owners will be governed by standing instructions . 
and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered 
in "street name," and will be the responsibility of such Participant and not of DTC, the Paying Agent, or the 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 a 
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 a 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 WlTH RESPECT TO ( I )  THE 
ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY DIRECT PARTICIPANT, OR ANY 
INDIRECT PARTICIPANT; (2) ANY NOTICE THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO THE 
OWNERS OF THE BONDS UNDER THE SEWER BOND RESOLUTION; (3) THE SELECTION BY DTC OR 
ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE PAYMENT IN 
THE EVENT OF A PARTIAL REDEMPTION OF THE BONDS; (4) THE PAYMENT BY DTC OR ANY 
DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT WlTH RESPECT TO THE 
PRINCIPAL OR REDEMPTION PREMIUM, IF ANY, OR INTEREST DUE WlTH RESPECT TO THE BONDS; 
(5) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS THE OWNER OF BONDS; OR (6) 
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 registrar with an appropriate instrument of transfer executed 
by the transferor. 

Reserve Fund 

The Sewer Bond Resolution requires that the County maintain a Reserve Fund which secures the payment of 
all Outstanding Parity Bonds and subsequently issued Parity Bonds without preference or priority of bonds of any 
series. The Sewer Bond Resolution requires that the Reserve Fund be maintained in an amount equal to the Reserve 
Requirement, which is equal to average annual debt service on all Outstanding Parity Bonds, or such lesser amount 
as may be required to preserve the sewer revenue bonds' status as tax-exempt obligations under the Internal 
Revenue Code. The Sewer Bond Resolution provides that the Reserve Fund be further funded, if necessary in 



connection with the issuance of the Bonds and adjusted upon the issuance of Parity Bonds by ( i )  the immediate 
deposit of bond proceeds or available moneys of the County into the Reserve Fund or the immediate delivery to the 
Paying Agent of a Reserve Fund Guaranty, or any combination thereof, in order for the Reserve Fund Value to 
equal or exceed the Reserve Requirement; or (ii) within five years following the delivery of the Bonds or any Parity 
Bonds, deposits of Net Revenues to the Reserve Fund in approximately equal monthly installments on the 10th day 
of each month such that the Reserve Fund Value will equal or exceed the Reserve Requirement not later than the 
expiration of such five-year period; or (iii) any combination of the methods described in clauses (i) and (ii) above in 
an aggregate amount equal to the Reserve Requirement. 

If the Reserve Fund is funded with cash and investment and any amount thereof is subsequently withdrawn 
and transferred to the Bond Fund to pay debt service on the Bonds such that the Reserve Fund Value is less than the 
Reserve Requirement, the County is required to deposit to the Reserve Fund from Net Revenues the amount of any 
such deficiency in twelve (12) equal monthly installments. 

The County has previously delivered for the benefit of the Reserve Fund surety bonds issued by Financial 
Guaranty Insurance Company ("Financial Guaranty"), AMBAC Indemnity Corporation ("AMBAC Indemnity") and 
MBIA Insurance Company ("MBIA") satisQing the requirements of a Reserve Fund Guaranty under the Sewer 
Bond Resolution, in an amount equal to the Reserve Requirement for all outstanding sewer revenue bonds. The 
County intends to fund the increase in the Reserve Requirement resulting from the issuance of the Bonds, through 
the delivery of a Reserve Fund Guaranty issued by Financial Security Assurance Inc. 

Rate Covenant 

The County has covenanted under the Sewer Bond Resolution to establish and maintain rates, fees and 
charges for services supplied by the System sufficient to pay the maintenance and operation costs of the System and 
to produce an aggregate amount of Net Revenues in each fiscal year equal to at least 1.20 times the Annual Debt 
Service Requirement for the corresponding Bond Year on all Outstanding Parity Bonds (treating any variable rate 
Parity Bonds hereafter issued as bearing interest at the Assumed Interest Rate and Parity Bonds subject to 
mandatory redemption as maturing on their respective mandatory redemption dates) and sufficient to pay any Policy 
Costs (as defined in the Reserve Fund Guaranty) during such Bond Year. 

Parity Bonds 

Under the provisions of the Sewer Bond Resolution, the County may issue additional Parity Bonds secured by 
the Net Revenues, if Net Revenues for the immediately preceding Fiscal Year (as shown by a certificate of the 
County's Director of Finance and Risk Management) are at least equal to 1.20 times Maximum Annual Debt 
Service coming due in any Bond Year on all Parity Bonds then outstanding and the proposed Parity Bonds to be 
issued, and are sufficient to pay any Policy Costs during such Bond Years. Under certain conditions set forth in the 
Sewer Bond Resolution, additional amounts may be added to Net Revenues for the purpose of calculating the Parity 
Bonds test. See Appendix G "Summary of Resolution No. 1991-138 (as Amended and Supplemented) Authorizing 
the Issuance of the Bonds." 

BOND INSURANCE 

Bond Insurance Policy 

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

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



Financial Security Assurance Inc. 

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

At September 30, 2006, Financial Security's combined policyholders' surplus and contingency reserves 
were approximately $2,58 1,107,000 and its total net unearned premium reserve was approximately $1,992,163,000 
in accordance with statutory accounting principles. At September 30, 2006, Financial Security's consolidated 
shareholder's equity was approximately $3,058,987,000 and its total net unearned premium reserve was 
approximately $1,590,538,000 in accordance with generally accepted accounting principles. 

The consolidated financial statements of Financial Security included in, or as exhibits to, the annual and 
quarterly reports filed after December 31, 2005 by Holdings with the Securities and Exchange Commission are 
hereby incorporated by reference into this Official Statement. All financial statements of Financial Security 
included in, or as exhibits to, documents filed by Holdings pursuant to Section 13(a), 13(c), 14 or 15(d) of the 
Securities Exchange Act of 1934 after the date of this Official Statement and before the termination of the offering 
of the Bonds shall be deemed incorporated by reference into this Official Statement. Copies of materials 
incorporated by reference will be provided upon request to Financial Security Assurance Inc.: 31 West 52nd Street, 
New York, New York 100 19, Attention: Communications Department (telephone (2 12) 826-0 100). 

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



SEWER REVENUE DEBT TO BE OUTSTANDING 

The following chart lists the sewer revenue debt of the County that is currently outstanding and that will be 
outstanding after the issuance of the Bonds. 

Date of Original 
Issue Amount Purpose 

03-0 1-96 $1 1,3 13,350 Refunding (a)(b) 
08-06-97 7,500,000 Sewer Improvements (b) 
05-0 1-98 29,185,000 Sewer Improvements 
10-27-00 6 1,180,286 Sewer Improvements (b)(c) 
04-0 1-0 1 19,440,000 Refunding 
05-0 1-04 25,770,000 Refunding 
05- 1 1-04 19,967,33 1 Sewer Improvements (b)(d) 

Total Direct Sewer Revenue Bonded Debt Outstanding 
Plus: The Series 2007 Bonds offered herein 

Net Direct Sewer Revenue Bonds Outstanding 

Original 
Maturity 

Dates 
7- 1-9711 2 
7- 1-00111 
7-1-99115 
7- 1-0211 6 
7-1-02115 
7-1-0.5115 
7- 1-05/24 

Balance 
Outstanding 

$ 9,069,388.26 
3,670,007.52 

17,655,000.00 
49,089,53 1.99 
14,980,000.00 
22,890,000.00 
18,538,309.17 

$1 35,892,236.94 
50,000,000.00 

$185,892,236.94 

(a) Proceeds of the loan were used to refund in advance of maturity $5,025,000 of the Sewer Revenue Bonds, 
Series 1992, $2,845,000 of the Sewer Revenue Bonds, Series 1993 and $2,650,000 of the Sewer Revenue 
Bonds, Series 1994B. The debt service requirements on the refunded bonds are secured for payment by U.S. 
Government Securities which are held in an irrevocable trust. 

(b) Represents funds borrowed under separate loan agreements with WIFA. 

(c) On October 27, 2000, the County entered into certain Loan Agreements with WlFA totaling $40,000,000. In 
December 200 1, the County amended those Loan Agreements and added an additional $2 1,180,286. 

(d) May 1 1, 2004, the County entered into certain Loan Agreements with WlFA totaling $18,0 15,2 19. In 
September 2005, the County amended those Loan Agreements and added an additional $1,952,1 12. Amount 
outstanding as of November 2 I, 2006. 



PIMA COUNTY, ARIZONA 
STATEMENT OF NET REVENUES, 
DEBT SERVICE REQUIREMENTS 

AND PROJECTED COVERAGE 

Fiscal 
Year - -  
2006 
2007 
2008 
2009 
2010 
201 1 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 

Net Revenues 
Available for Outstanding 

Debt Debt Service 
Servicefa) Reauirements 

$48,452,577 
$16,422.395 

16,447.430 
16,453,327 
15,565,883 
16.608.054 
17,349.3 16 
15.2 13,349 
14,7 14,627 
15,6 15.800 
7,148.337 
7,164,978 
1,423.808 
1,423,179 
1,422.529 
1 ;42 1.858 
1,421,164 
1,420.448 
1,419,708 

13.57 1 

Plus: 
The Bonds 

Dated: .January 1,2007 

Principal Interest fb) 

Debt 
Total Debt Service 

Service Coverage 
Reauirements f C) 

(a) Net Revenues of the System reported by the County for fiscal year 2005-06. 

(b) The first Interest Payment Date is July I, 2007. 

(c) Under the provisions of the Sewer Bond Resolution, the County may issue Parity Bonds secured by the Net 
Revenues, if Net Revenues for the immediately preceding Fiscal Year are at least equal to 1.20 times 
maximum Annual Debt Service coming due in any Bond Year on all Parity Bonds then outstanding. See 
"THE BONDS - Parity Bonds" herein. 

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 D 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 (i) 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 a 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. 

A 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 a federal branch profits tax imposed on 
certain foreign corporations doing business in the United States and to a federal tax imposed on excess net passive 
income of certain S 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 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 ("OID"). 01D is the excess of the stated redemption price at 
maturity (the principal amount) over the "issue price" of a Discount Bond. The issue price of a 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 a substantial amount of the Discount Bonds of the same maturity is sold pursuant 
to that offering. For federal income tax purposes, OID accrues to the owner of a Discount Bond over the period to 
maturity based on the constant yield method, compounded semiannually (or over a shorter permitted compounding 
interval selected by the owner). The portion of OID that accrues during the period of ownership of a Discount Bond (i) 
is interest excluded from the owner's 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 owner's tax basis for 
purposes of determining gain or loss on the maturity, redemption, prior sale or other disposition of that Discount Bond. 

A purchaser of a 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 a 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 a Premium Bond, based on the yield to 
scheduled principal payment date of that Premium Bond (or, in the case of a 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 a Premium Bond. For purposes of determining the owner's gain or loss on 
the sale, payment (including payment at the scheduled principal payment date) or other disposition of a Premium Bond, 
the owner's tax basis in the Premium Bond is reduced by the amount of premium that accrues during the period of 
ownership. As a result, an owner may realize taxable gain for federal income tax purposes from the sale or other 
disposition of a Premium Bond for an amount equal to or less than the amount paid by the owner for that Premium 
Bond. A purchaser of a 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 a 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 a certificate to that effect at the time of the original delivery of the 
Bonds. 

The County has been named as a 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 

Moody's Investor's Service ("Moody's") and Standard & Poor's Rating Group ("S&P") have assigned the 
Bonds the ratings of "Aaa" and "AAA", respectively, with the understanding that upon delivery of the Bonds the 
Municipal Bond Insurance Policy will be issued with respect to the Bonds by Financial Security. Moody's and S&P 
have also assigned the Bonds uninsured ratings of "A 1 and "A+", respectively. Such ratings reflect only the view 
of the rating organizations, 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. 

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 a rating when assigned will continue for 
any given period of time or that it will not be lowered or withdrawn entirely by a rating agency if in their judgment 
circumstances so warrant. Any lowering or withdrawal of a 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 February I in each year commencing February 1, 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 lnformation 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 lnformation 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 H - Form of Continuing Disclosure 
Undertaking." 

These covenants have been made in order to assist the underwriters of the Bonds in complying with S.E.C. 
Rule 15~2-12(b)(5) (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 lnformation Repository and to any state information depository established by the State. A 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 a 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 1, 2002. The disclosures were filed, however, with all Nationally Recognized 
Municipal Securities lnformation Repositories by July 1, 2002. The County has otherwise complied with all existing 
continuing disclosure undertakings relating to the County in all material respects. 

FINANCIAL STATEMENTS 

The financial statements of the Pima County Department of Wastewater Management and excerpts of the 
County's Comprehensive Annual Financial Report as of June 30,2006 and for the fiscal year then ended, which are 
included as Appendices E and F of this Official Statement, respectively, have been audited by Heinfeld & Meech 
and the Office of the Auditor General, State of Arizona, respectively, as stated in their respective opinions which 
appear in Appendices E and F. The County neither requested nor obtained the consent of Heinfeld & Meech or the 
Ofice of the Auditor General to include their reports and Heinfeld & Meech and the Office of the Auditor General 
have performed no procedures subsequent to rendering their opinions on the financial statements. 

ADDITIONAL LNFORMATION 

Additional information and copies of the Official Statement and the Sewer Bond Resolution may be obtained 
from RBC Dain 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. lnformation in this 
Official Statement has been derived by the County from oficial and other sources and is believed by the County to 
be accurate and reliable. lnformation 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 a part of a contract with the original purchasers or subsequent owners of the Bonds. 

By: Is1 RichardElias 
Chairman, Board of Supervisors 

By: Is1 C.H. H~~ckelberry 
County Administrator 



Neither this Official Statement nor any statement that may have been or that may be made orally or in writing 
is to be construed as a part of a contract with the original purchasers or subse 

By: 

By: 



APPENDIX A 

PIMA COUNTY, ARIZONA 
WASTEWATER MANAGEMENT DEPARTMENT 

Organization and Administration 

The Pima County, Arizona Wastewater Management Department (the "Department") operates as a separate 
enterprise of Pima County. The County is authorized to operate and maintain the sewer system (the "System") 
under Title 1 I ,  Chapter 2, Article 4 of the Arizona Revised Statutes. The wastewater treatment facilities of the 
System, discharging into waters of the United States, operate under the National Pollutant Discharge Elimination 
System, which was delegated to the Arizona Department of Environmental Quality (ADEQ) in December 2002. 
The Department provides wastewater collection and treatment service to the Tucson metropolitan area and to eight 
separate outlying service areas located in the eastern portion of the County. The Roger Road Wastewater Treatment 
Plant, the Ina Road Water Pollution Control Facility, and the Randolph Park Water Reclamation Facility serve 
Metropolitan Pima County. Together, the three metropolitan facilities have a combined, current treatment capacity 
of approximately 69 million gallons per day (mgd). In 2007, of the new Biological Nutrient Removal (BNR) 
process at Ina Road will increase total metropolitan system capacity to 81.5 mgd. The non-metropolitan Pima 
County areas are served by eight wastewater treatment facilities: Green Valley, Avra Valley, Corona de Tucson, 
Arivaca Junction, Marana, Rillito Vista, Mt. Lemmon, and the Pima County Fairgrounds. 

The County Administrator appoints the Wastewater Management Director. The Board of Supervisors (the 
"Board") adopts the Department's annual operating budget, establishes wastewater rates and fee structures and 
provides overall policy direction to the Department through the County Administrator and Deputy County 
Administrator of Public Works. In addition, the Board has established a thirteen member advisory committee to 
review, evaluate and make recommendations on short and long-range capital improvement needs and revenue 
requirements of the Department. 

The Department has been under the direction of Michael Gritzuk P.E., since he was appointed as Director 
in July 2005. During the past 25 years, Mr. Gritzuk has held director positions involving the development and 
management of major water and wastewater systems in Arizona, Florida, Massachusetts, and New Jersey. In 
addition, he was an engineering manager with the U.S. Environmental Protection Agency for six years. He served 
as the Director in the City of Phoenix's Water Services Department for seventeen years. Mr. Gritzuk holds a 
Bachelor of Engineering degree in Civil Engineering and Master Degrees in Engineering and Environmental 
Sciences from New York University. He is a professional engineer in the State of Arizona. He is a member of the 
Board of Directors of the Arizona Water and Pollution Control Association and American Water Works 
Association, as well as being the past President of the National WaterReuse Association. 

Litigation or  Administrative Actions 

The metropolitan wastewater treatment facilities operate under discharge permits issued by the U.S. 
Environmental Protection Agency and Arizona Department of Environmental Quality (ADEQ). In September 2002, 
a portion of a main sewer trunk line, which is part of the System, collapsed. The County repaired the line and 
entered into a Consent Decree with ADEQ in June 2005. The Superior Court of the State of Arizona dismissed the 
Consent Decree on August 30,2006. 

Wastewater Fees and Revenues 

The Department's structure of rates, fees and other charges for the System is reviewed annually by the Board 
and may be revised by a resolution adopted by the Board, which has the ultimate responsibility for setting System 
rates, fees and charges. The principal sources of revenue for the Department are derived from user fees charged for 
services provided and a one-time connection fee charged to new users for connecting to the System. The 
Department also receives System revenues from turn-on fees, engineering review and inspection fees, interest 
earnings and other miscellaneous income. 



User Fees 

The present schedule of user fees includes a monthly service charge and a monthly commodity usage 
charge. The service charge is a flat fee assessed monthly to each user to offset administrative expenses and certain 
other fixed costs of the Department and was set at $5.72. The commodity usage charge is based on each user's 
monthly sewage flow contribution to the System. 

The monthly sewage flow contribution is equal to a user's monthly-metered water consumption, provided 
that the monthly consumption figure used in calculating a user's commodity usage charge does not exceed the user's 
average monthly-metered water consumption for the months of December through February. A user fee rate is then 
multiplied by the monthly sewage flow contribution to calculate the user's commodity usage charge. As of 
January 1, 2007, the user fee rate, charged for what is considered to be normal, domestic strength sewage for a 
residential user, was set at $1.33 per hundred cubic feet (Ccf), based on water consumption. Higher user fee rates 
are charged to various commercial and industrial users whose sewage flow contributions are determined by the 
Department to be in excess of normal, domestic strength sewage. 

The following table summarizes the monthly service charge and user fee rates for the last ten fiscal years. 

PlMA COUNTY, ARIZONA 
SUMMARY O F  WASTEWATER USER FEES 

Fiscal 
Year 

1996-97 
1997-98 
1998-99 
1999-00 
2000-0 1 
200 1-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2006-07 

Date User Fee - 
February 20, 1996 
December 9, 1997 

January 18,2000 
February 13,200 1 
March 19,2002 
March 1 1,2003 

April 13, 2004 
June 2 1,2005 
July l I, 2006 (c) 
July l I, 2006 (c) 

Monthly 

2.09 
2.18 
2.18 
2.29 
2.40 
2.49 
2.6 1 
2.6 1 
2.71 
5.72 
5.72 
5.72 

User Fee Rates ($ per Ccf) 

0.82 0.82 - 2.98 
0.86 0.86 - 3.1 1 
0.86 0.86 - 3.1 1 
0.91 0.91 - 3.27 
0.96 0.96 - 3.43 
1 .OO 1 .OO - 3.63 
1.05 1.05 -3.81 
1.05 1.05 -3.81 
1.09 1.09 - 3.96 
1.18 1.18-4.27 
1.25 1.25 - 4.54 
1.33 1.33 - 4.81 

(a) The dates shown reflect the date the User Fee increases were adopted by the Board and does not directly 
correspond to the effective date of the various increases. 

(b) Indicates the range of user fee rates applied to various commercial/industriaI users whose sewage flow 
contributions are in excess of normal, domestic strength sewage. 

(c) During Fiscal Year 2006-07, two rate increases were approved. The first 6% rate increase was effective on 
August 1 I, 2006 and the second 6% rate increase was effective on January 1,2007. 

Source: Pima County User Fee Ordinance for the applicable year 



Based on the residential user fee rate changes adopted by the Board, the following table summarizes the 
fiscal year percentage changes in user fee rates. 

PlMA COUNTY, ARIZONA 
SUMMARY O F  PERCENTAGE INCREASES IN 

RESIDENTIAL USER FEE RATES 

Fiscal Year 
1996-97 
1997-98 
1998-99 
1999-00 
2000-0 1 
200 1-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 fa) 

User Fee Percentage Rate Increases 
0.0 
4.3 
0.0 
5.3 
5.0 
3.8 
5.0 
0.0 
4.0 
8.0 

12.0 

(a) The 12% rate increase represents two 6% rate increases that occurred during the fiscal year. 

Source: Pima County User Fee Ordinance for the applicable year 

The following table shows the revenues derived by the Department from user fees for the past ten fiscal 
years, broken down between residential users and commercial/industriaI users. 

PIMA COUNTY, ARIZONA 
SUMMARY OF USER FEE REVENUES 

Fiscal 
Year 

1996-97 
1997-98 
1998-99 
1999-00 
2000-0 1 
200 1-02 
2002-03 
2003-04 
2004-05 
2005-06 

Billed User Fee Revenue 
Residential Comm./Ind. Total 
$21,062,013 $1 1,950,541 $33,012,554 
20,345,099 12,522,589 32,867,688 
20,766,974 13,635,035 34,402,009 
23,854,489 14,620,493 38,474,982 
24,624,900 16,212,414 40,837,3 14 
24,56 1,202 16,374,134 40,935,336 
26,570,168 18,748,573 45,3 18,741 
30,280,270 17,405,195 47,685,465 
32,402,896 17,990,4 10 50,393,306 
37,781,910 23,953,237 61,735,147 

Percent o f  User Fee Revenue 
Res.(a) Comm./lnd.(a) 
63.8% 36.2% 
61.9 38.1 
60.4 39.6 
62.0 38.0 
60.3 39.7 
60.0 40.0 
58.6 41.4 
63.5 36.5 
64.3 35.7 
61.2 38.8 

Percent User 
Fee Revenue 
Increase(b) 

9.6% 
(0.4) 
4.7 

11.8 
6.1 
0.2 

10.7 
5.2 
5.7 

22.5 

(a) Beginning in fiscal year 1996-97, amounts reflect Tucson Water's reclassification of multifamily from 
residential to commercial/industria1. 

(b) Changes in Total Billed User Fee Revenue. 

Source: Pima County Wastewater Management Department 



Connection Fees 

Connection fees are charged for each new connection made to the System as a condition of service to the 
property. Three user classes are delineated for connection fee purposes: single family residential, multifamily 
residential and commercial/industria1. The construction of a qualifying public sewer improvement shall quali@ a 
developer for a discount against the connection fee otherwise due per dwelling unit or per ten commercial fixture 
units. The amount of discount from each eligible connection fee shall be $1,100 for the construction of a qualifying 
public sewer collection improvement and $250 for the construction of a qualifying public sewer treatment 
improvement. The aggregate discounts received shall not exceed the net construction cost of the qualifying public 
sewer improvements. 

The connection fee charged to a user is based on the number of fixture units in the building or structure 
connecting to the System. Effective January I, 2007, the residential connection fee will be $189.62 per fixture unit 
equivalent, and the fee will increase 6% every six months until it reaches $213.06 on January 1,  2008. Effective 
January I, 2007, the commercial and industrial connection fee will be $379.33 per fixture unit equivalent, and the 
fee will increase 6% every six months until it reaches $426.22 on January 1, 2008. 

The following table summarizes connection fee revenues received by the Department for the past ten fiscal 
years. 

PlMA COUNTY, ARIZONA 
CONNECTION FEE REVENUES 

Fiscal Year - 
1996-97 
1997-98 
1998-99 
1999-00 
2000-0 1 
200 1-02 
2002-03 
2003-04 
2004-05 
2005-06 

Revenues 
$ 8,629,678 

12,034,620 
14,533,434 
16,669,833 
16,768,587 
17,479,9 14 
20,279,607 
29,404,130 
36,906,42 1 
42,2 19,962 

Source: Pima County Wastewater Management Department. 

Other Fees And Charges 

The Department receives additional revenue from various other fees and charges. These fees and charges 
include turn-on fees, engineering review and inspection fees, interest earnings and miscellaneous other income. A 
summary of the revenues received by the Department from these sources in recent fiscal years follows: 



PIMA COUNTY, ARIZONA 
REVENUES FROM OTHER FEES AND CHARGES 

Fiscal 
Year - 

1996-97 
1997-98 
1998-99 
1999-00 
2000-0 1 
200 1-02 
2002-03 
2003-04 
2004-05 
2005-06 

Engineering Review 
& Inspection Fees 

$3 18,361 
238,794 
370,992 
414,618 

15,064 
6 1,564 

245,820 
104,062 
70,754 
29,005 

Interest 
E a r n i n ~ s  (a) 
$2,485,26 1 
2,3 17,296 
3,645,2 14 
3,888,599 
4,493,386 
1,63 1,580 

977,985 
2 13,288 
498,130 

1,783,873 

Other 
Revenue (b) 
$ 31 7,455 

2 18,968 
672,833 

1,029,165 
1,025,7 13 

543,727 
9 1 1,057 

1,199,727 
1,397,749 

456,248 

Total 
$3,12 1,077 
2,775,058 
4,689,039 
5,332,382 
5,534,163 
2,236,871 
2,134,862 
1,5 17,077 
1,966,633 
2,269,126 

(a) Under the terms of the Sewer Resolution (Pima County Resolution 199 1 - 138), interest earnings on deposits 
to the System Development Fund will be included in the definition of Net Revenues only if, and to the 
extent, they are transferred to and deposited in the Revenue Fund. 

(b) Other revenues include licenses, permits and fines, sanitation fees, and other miscellaneous income. 

Source: Pima County Wastewater Management Department 

Accounting and Billing 

For the Fiscal Year Ended June 30, 2006, the Department's financial statements were audited by Heinfeld, 
Meech & Co., P.C. The Department performs accounting for System revenues and expenses. 

Billing and collection services for user fees and turn-on fees are primarily provided by the City of Tucson, 
through its agency Tucson Water, the Metropolitan Domestic Water Improvement District (MDWID), Oro Valley 
Water Utility, and the Town of Marana. As of June 30, 2006 billing through Tucson Water comprises most of the 
Department's accounts, approximately 212,977 customers. MDWID bills approximately 15,808 customers, Oro 
Valley bills approximately 15,569 customers, and Marana bills approximately 2,467 customers. The County 
directly bills those sewer customers served by the numerous smaller water companies and private wells in the other 
parts of the County. 

Delinquent user accounts are managed by Tucson Water, MDWID, Oro Valley, Marana or the County, 
depending on the source of water for the user. An account becomes delinquent when payment has not been 
received within 30 days of the "service to" date on the bill. For the water companies listed above, a notice is mailed 
advising that water service will be terminated, unless payment is received. If the user does not respond during this 
period, the service is discontinued, the account remains in a delinquent status. The account is then held as a 
delinquent account until it is collected or written off. 

For users receiving water utility service from either a private water company or a private well, the Department 
handles the delinquencies. Delinquency billing notices are sent at 30, 60 and 90 days. If the user fails to respond, a 
certified letter is mailed advising that the account is being referred to the County Collection Division for further 
processing. Collectively for the System, the percentage of delinquent accounts is estimated to be 0.5 percent of 
annually billed user fee revenue. 



Wastewater records show that the number of customers to the sanitary sewer system has been increasing every 
year. Since fiscal year 1996-97, the average number of customers being served by the System has been: 

Fiscal 
Year 

1996-97 
1997-98 
1998-99 
1999-00 
2000-0 1 
200 1-02 
2002-03 
2003-04 
2004-05 
2005-06 

Customers 
183,790 
187,032 
191,140 
199,090 
207,840 
2 18,995 
226,772 
228,459 
240,306 
246,82 1 

Yo 
Increase 

1.5% 
1.8 
2.2 
4.2 
4.4 
5.4 
3.6 
0.7 
5.2 
2.7 

Source: Pima County Wastewater Management Department 

Capital Improvements 

Wastewater maintains a Capital Improvement Program (CIP), originally based on a 20-year Metropolitan 
Area Facility Plan Update (Facility Plan) which was adopted by the Board in 1990. The Facility Plan has been 
revised and it was approved by the Board of Supervisors on March 21, 2006. The Facility Plan forecasts when 
capital expenditures would be required for treatment plant expansions and interceptor construction. The 
Department's CIP has been revised each year to reflect changes in anticipated needs and project priority. CIP 
projects include system expansions that are necessary to meet the sewerage needs of the increasing population and 
planned future development, as well as needed rehabilitations. 

The Department has budgeted approximately $42 million for the CIP for fiscal year 2006-07 and has a 5- 
year plan totaling $330 million. Highlights of the CIP projects under construction and planning efforts underway in 
fiscal year 2006-07 include: 

. Corona Wastewater Treatment Facility - Lakeside expansion project will increase treatment capacity to I 
million gallons per day (MGD). 

Marana Waste Water Treatment Facility - Biological Nutrient Removal Oxidation Ditch (BNROD) 
expansion will increase treatment capacity to 2 million gallons per day (MGD). 

Santa Cruz Interceptor - 66 to 72 inch gravity interceptor sewer north from downtown near Franklin Street 
to Prince Road where it will connect to the 78 inch diameter interceptor tributary to the Roger Road 
WWTP. 

Regional Optimization Master Plan (ROMP) - Master planning effort to determine the optimum 
configuration of some of the department's metropolitan facilities (Roger Road Wastewater Treatment 
Plant, Plant interconnect and Ina Road Water Pollution Control Facility). 



Financial Data 

The following table depicts audited financial information for the past five years. 

Pima County Wastewater Management Department 

Comparative Statements of System Gross Revenues, Operation and Maintenance 
Expenditures and Net Revenues Available for Debt Service 

200 1-2002 2002-2003 2003-2004 ( b l  2004-2005 2005-2006 

REVENUES: 

Sewer Utility Service $40.935,336 $45,3 18.74 1 $47,685?465 $50,393,306 $61,735,147 

Sewer Connection Revenue 17.479.9 15 20,279,607 29,404,130 36,906,42 1 42.2 19.962 
Engineering Rcview and Inspection 
Fees 61,564 245,820 104,062 70,754 29,005 

Other Income (a) 2.367.825 2.530.600 2.334.645 2.154.886 1.843.295 

Gross Revenues 60344,640 68,374,768 79,528,302 89,525,367 105,827.409 

MAINTENANCE AND 

OPERATIONS COSTS: 

Employee Compensation 20,350,669 23,290,692 25,367,949 24,639,95 1 27>54 1.776 
Consultants and Outside Services 2.9 18,701 2.523,079 2,5 10.706 2,652,106 5: 1 13,446 
Treatment Supplies and Chemicals 6,069$7 10 7,276,779 6,375.637 6,230,226 7,6 16,054 
Repair & Maintenance 3,204,525 4.699,452 1,430,383 2,747.503 4,29 1,962 
General and Administrative 6,102,213 8,320,189 8,749,542 10,202.490 11.735.333 
Capital Expenses 3,925,136 827.240 132,247 (b) 322,3 14 1.072.669 
Maintenance and Operation Cost 42,570,954 46,937,43 1 44,566,464 46,794,590 57,37 1.240 

Nct Revenues 18.273,686 21,437,337 34,96 1.838 42,730.777 48,456,169 

REVENUE BONDED DEBT 
SERVICE: 

Principal 7,66 1,855 8,886,774 7,979,72 1 4,705,000 9,500,734 

Interest 5.782.368 5.9 12,68 1 5.377,763 4.47 1.844 5.709380 

Total Debt Service Payments 13.444,223 14,799,455 13,357,484 9,176,844 15,210,614 

Debt Service Coverage 1.36X 1.45X 2.62X 4.66X 3.19X 

Nct Revenues Remaining 
Afier Debt Service $4,829,463 $6,637,882 $21,604,354 $33.553,933 $33,245,555 

(a) Other income includes revenues generated from licenses, permits and fines, sanitation fees, net interest 
income, and other miscellaneous income. 

(b) See Note 2 to the Financial Statements for the Fiscal Year Ending June 30, 2005 regarding a restatement of 
the prior year's net assets. 

Source: Annual audited financial statement for the Pima County Wastewater Management Department, excluding 
all grant activity. 
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APPENDIX B 

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 a section of its southern boundary bordering Mexico. The boundaries of the County encompass 
an area of approximately 9,184 square miles. Organized in 1864 by the Arizona Territorial Legislature as one of the 
State's four original counties, the County is today the second most populous county in Arizona with an estimated 
2005 population of 957,635 Approximately 55% of the County's population resides in the City of Tucson, Arizona 
("Tucson"), the County seat of government and southern Arizona's largest city. 

T A B L E  l 
Population Statistics For Pima County, 

the City of Tucson and the State of Arizona 

Pima 
County 

2005 Estimate (a) 957,635 
2000 Census 843,746 
1990 Census 666,880 
1980 Census 53 1,443 
1970 Census 35 1,667 
1960 Census 265,660 

City of 
Tucson 
529,770 
486,699 
405,390 
330,537 
262,933 
2 12,892 

State of 
Arizona 

6,044,985 
5,130,632 
3,665,228 
2,716,546 
1,775,399 
1,302,16 1 

(a) Population estimate as of July I, 2005. 

Source: U.S. Department of Commerce, Bureau of the Census; Arizona Department of Economic Security, 
Population Statistics. 

Organization 

The County is governed by a five-member Board, each of whom is elected for a 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 a 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 sewed as an Assistant County Manager with responsibility for the administration of public works. 
He served as the Director of Pima County's 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 Department's 
Manager of Field Engineering from 1974 to 1976. He was self employed as a civil engineering and land surveying 
consultant for one year. From 1972 to 1973, Mr. Huckelberry was employed as a Research and Development 
Engineer for the Shell Oil Company. He holds both a Bachelor of Science Degree in Mining Engineering and a 
Master of Science Degree in Civil Engineering from the University of Arizona and is a registered professional 
engineer and land surveyor as well as a member of numerous professional organizations. 

Mr. Thomas Burke was appointed Finance and Risk Management Director in January 2005 and had sewed 
as Deputy Director of Finance from May 2004. Prior to his move to Finance, Mr. Burke served as Deputy Director 
of Pima County's Department of Natural Resources, Parks and Recreation from 2003 to 2004. From 2000 to 2003, 
he was a Deputy County Attorney representing various Pima County departments primarily including the County 
Assessor, the County Treasurer and Public Works departments. From 1989 to 1998 Mr. Burke sewed as the 
Manager of Pima County's Real Property Services and from 1994 to 1998 also sewed as the County's 



Superintendent of Streets overseeing special taxing districts. During 1998 to 2000, he was a partner in an Arizona 
law firm representing local governments. Prior to his work with Pima County, Mr. Burke was an attorney with a 
Tucson law firm from 1983 to 1989 and was a Certified Public Accountant with Ernst & Whinney from 1976 to 
1980. Mr. Burke holds a Bachelor of Science in Business Administration with a major in Accounting and a 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. lnterstate 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. lnterstate 19 provides access to the City of Nogales, Arizona and 
Mexico to the south, while U.S. Highway 86 connects with a 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 Tucson's downtown business area, provides local, 
regional, national and international air service through several airlines. The airport has an 11,000-ft. lighted, paved 
primary runway, a 9,100-fi. paved secondary runway and a 7,000-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 a 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 365,800 persons were employed, on average (not including the 
agricultural industry), in the County in 2005. The following table presents the County's average annual total 
employment by industry for the years indicated: 

TABLE 2 
Pima County 

Average Annual Employment 
Number of Persons Employed 2001-2006 

Industry 
Goods Producing 

Natural Resources and Mining 
Construction 
Manufacturing 

Service Producing 
Trade, Transportation and Utilities 
Information 
Financial Activities 
Professional and Business Services 
Education and Health Services 
Leisure and Hospitality 
Other Services 
Government 

Total Wage & Salary Employment 

*Data collected through August 3 1,2006. 

Source: Arizona Department of Economic Security. 



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 3 
Pima County 

Comparative Employment Statistics 

Pima Countv Unemplovment Rate 
Calendar Average Average Pima 

Year Employment Unemploymen County Arizona U.S. 

*Data collected through August 3 1,2006. 

Source: Arizona Department of Economic Security 

TABLE 4 
Pima County 

Major Employers 

Company 
Raytheon Missile Systems 
University of Arizona 
State of Arizona 
Davis-Monthan Airforce Base 
Tucson Unified School District 
Pima County 
City of Tucson 
Wal-Mart Stores Inc. 
Phelps Dodge Mining Company 
Carondelet Health Network 
Tohono O'Odham Nation 
TMC Health Care 
University Medical Center Corp. 
U.S. Border Patrol 
Pima Community College 
Pascua Yaqui Tribe 
Amphitheater Public Schools 
Sunnyside Unified School District 
Fry's Food and Drug Stores 
CheckMate Professional Employer 

Tvpe of Business 
Missile Manufacturing 
Education 
Govemment 
Military 
Education 
Government 
Government 
Retail 
Mining 
Health Care 
Tribal Govemment 
Health Care 
Health Care 
Government 
Education 
Tribal Government 
Education 
Education 
Retail 
Service 

Approximate 
Number of Full- 

Time Equivalents 
10,756 
10,282 
9,742 
8,233 
7,623 
6,765 
5,306 
4,980 
4,123 
3,75 1 
3,665 
3,276 
2,969 
2,500 
2,248 
2,184 
2,174 
2,126 
2,063 
2,036 

Source: The Star 200 Directory, published by The d4rizona Daily Star (March 2006). 



Services 

From 2001 to 2005, the service-providing industry in the County (excluding Government employees) 
expanded by 20,100 jobs or 9.4%. The average annual employment in the service-providing industry in 2005 was 
233,100. It is anticipated that as the County continues to grow in population and economic activity, the service- 
providing industry will continue to be a significant contributor. As detailed above, Health Care and Education were 
a 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 77,400 in 2005. This sector expanded by 600 jobs from 200 1 to 2005. The 
University of Arizona, 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 a major training ground for active duty members on the A-1 0 "Warthog" aircraft. 
The facility is also responsible for the education of tactical missile crews. Its storage capacity of 2,500 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 a 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 a 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 28,200, 
representing 7.7% of the County's total wage and salary employment base. Manufacturing employment during 
2004 and 2003 averaged 28,300 and 28,700, respectively. 

The following table presents the major manufacturers in the County and Tucson metropolitan area: 

TABLE 5 
Metropolitan Pima County 

Major Manufacturers 

C o m ~ a n v  
Raytheon Missile Systems 
International Business Machines Corp. 
Honeywell Aerospace 
Texas lnstruments 
Bombardier Aerospace 
Ventana Medical Systems Inc. 
Northrop Grumman Corp. 
Hart & Cooley 
Beacon Group SW Inc. 
Kalil Bottling Co. 

T v ~ e  of Business 
Missile Manufacturing 
Computer Systems 
Aircraft Electronic Systems 
Semiconductor Products 
Aircraft Maintenance 
Computer Systems 
Missile Manufacturing 
Air Registers 
Contract Labor Work 
Soft Drinks 

Approximate 2006 
Employment 

10,756 
1,800 

740 
650 
600 
498 
450 
375 
347 
322 

Source: The Sfar 200 Directory, published by The Arizona Daily Star (March 2006). 



The County's 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 County's 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., a 
private, non-profit corporation. 

Tourism 

Tourism is an important economic mainstay in the County and the Tucson area. The County's 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 199,738 convention delegates visited the Tucson 
area in fiscal year 2005-06. In the Tucson area, there are 232 hotels and resorts with over 15,165 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 2, and numerous resorts and golf courses. In 
addition, the Tucson metropolitan area is the home of spring training for Major League Baseball's 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 
200 1 and 2005. 

Total Tourist Expenditures 
($ in millions) 

Year Pima Countv State of Arizona 
2005 $1,435 $9,680 
2004 1,283 8,5 15 
2003 1,190 7,808 
2002 1,163 7,44 1 
200 1 1,161 7,413 

Source: Arizona Hospitality Research & Resources Center. 

Education 

The University of Arizona (the "University") provides approximately 14,363 jobs to the area and is an 
important link to the economic growth of the County. Its presence as a 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 a number of interdisciplinary programs. Enrollment figures for the fall semester of 2005 
were estimated at 34,237 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 75,408 students. 

Source: University o f  Arizona and Pima County Community College. 

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 1,000 employees) are Wal-Mart Stores, Bashas' Inc., Safeway Stores Inc., Fry's 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 a 2% to 2.5% sales tax. 

The following table sets forth retail sales figures in the County for the past five full years. 

T A B L E  6 
Pima County Retail Sales (a) 

Year Amount % Change 
2006 (b) $5,254,658,935 N/A 
2005 7,20 1,701,654 9.2 1% 
2004 6,594,3 12,765 6.08% 
2003 6,2 16,097,166 3.39% 
2002 6,O 12,022,946 1.13% 
200 1 5,944,792,196 2.20% 

(a) Excludes Food Sales and Gas Tax. 
(b) Through August 2006 

Source: Arizona Department o f  Revenue. 

Financial Institutions 

The following table illustrates the total dollars on deposit with participating banks in  the County on 
December 3 1 o f  each year. 

T A B L E  7 
Pima County 

Bank Deposits (a) 

Year Amount 
2005 $8,402,642,000 
2004 7,552,788,000 
2003 6,954,508,000 
2002 6,062,996,000 
200 1 6,157,765,000 

(a) As o f  December 3 1, for commercial banks, savings institutions and U.S. branches o f  foreign banks. 

Source: Arizona Bankers Association. 



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 19801s, the Arizona copper industry's 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 25,000 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, $1.296 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, $421miIlion in 2004 and $370 million in 2003. 
Employment in the mining industry within the County was approximately 1,400 in 2005, 1,200 in 2004 and 1,200 
in 2003. 

Agriculture 

Agriculture plays a less significant role in the economy of the County as a whole, but a 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 8 
Cash Receipts From Agricultural Marketing 

(Total Crops and Livestock) 
Pima County 

Year Receipts 
2005 $84,452,000 
2004 80,103,000 
2003 68,694,000 
2002 5 1,983,000 
200 1 48,O 13,000 

Source: Arizona Agriczrltzrral Statistics Bzrlletin, September 2005 

Building Permits 

The following tables were compiled from Arizona Constrzrction Report, a 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 a 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. 



TABLE 9 
Pima County 

Value of  Building Permits 

Year Residential Commercial Industrial Other Total 
2006(a) $ 973,877,000 $128,490,000 $5,555,000 $ 5  1,173,000 $1,159,095,000 
2005 2,180,38 1,000 3 15,946,000 8,546,000 150,686,000 2,655,559,000 
2004 1,680,800,000 284,275,000 16,206,000 1 17,220,000 2,098,50 1,000 
2003 1,386,884,000 3 12,257,000 8,7 17,000 82,909,000 1,790,767,000 
2002 1,089,239,000 277,762,000 10,766,000 13 1,77 1,000 1,509,538,000 
200 1 989,2 10,000 234,454,000 23,526,000 98,008,000 1,345,198,000 

(a) 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 (a) 5,8 17 
2005 12,272 
2004 1 1,452 
2003 9,635 
2002 8,915 
200 1 8,735 

(a) Data for 2006 is through June 30,2006. 

Source: Arizona Real Estate Center, ASU Polytechnic Campus, Arizona State University. 

Counties are required to adopt a Comprehensive Plan and cities and towns a 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 County's 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 a 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. 



APPENDIX C 

PIMA COUNTY, ARIZONA 
Financial Information 

Introduction 

The fiscal year for the County is from July 1 through June 30. The County's budget process is an ongoing 
function. Each fiscal year's 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. A review process then 
takes place culminating with the County Administrator's submission of a proposed budget to the Board in time for 
budget hearings in mid-June. State statutes require that a 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 a 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 County's 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: a permanent base adjustment, a one-time override, and a 
capital project accumulation. 

The County's expenditure limitation for the 2005-06 fiscal year was $41 1,190,872. The County's 
expenditures for the 2005-06 fiscal year were under the limit. The County's 2006-07 fiscal year expenditure 
limitation is $438,128,547. 

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 a 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 I% 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 a maximum increase of 2% over the prior year's 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 a 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 State's Constitutional debt limit. See "Debt 



Limitation" herein. Under the secondary system, there is no limitation on annual increases in full cash value of any 
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 a 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 owner's 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 a 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 a classification to determine its assessed 
valuation for tax purposes. Each legal classification is defined by property use and has an assessment ratio (a 
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 1 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 (a) 2002-03 2003-04 2004-05 2005-06 2006-07 
Mining, Utility, Commercial and 
Industrial (b)(c) 25% 25% 25% 25% 24.5% 
Agriculture and Vacant Land (c) 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 (d) 2 1 % 20% 21% 2 1 % 22% 

(a) Additional classes of property exist, but seldom amount to a significant portion of a municipal body's total 
valuation. 

(b) 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 20 15- 16. 

(c) The first $59,099 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. 

(d) This percentage is determined annually to be equal to the ratio of (i) 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. 

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 I and March 1 and become 
delinquent on November 1 and May I. 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 year's taxes are paid by December 31. After the 
close of the tax collection period, the County Treasurer prepares a delinquent property tax list and the property so 
listed is subject to a 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 it 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 a taxpayer pursuant to the United States Bankruptcy 
Code (the "Bankruptcy Code"), the law is currently unsettled as to whether a lien can be attached against the 
taxpayer's 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 a 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 a property of a taxpayer within the County. Proceeds to pay such taxes come only 
from the taxpayer or from a sale of the tax lien on the property. 

When a debtor files or is forced into bankruptcy, any act to obtain possession of the debtor's estate, any act 
to create or perfect any lien against the property of the debtor or any act to collect, assess or recover a claim against 
the debtor that arose before the commencement of the bankruptcy would be stayed pursuant to the Bankruptcy 
Code. While the stay of a bankruptcy court may not prevent the sale of tax liens against the real property of a 
bankrupt taxpayer, the judicial or administrative foreclosure of a tax lien against the real property of a debtor would 
be subject to the stay of a 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. 

Year 2006-07 

Estimated Actual Valuation* 
Net Secondary Assessed Valuation 
Net Primary Assessed Valuation 

* Actual full cash value net of estimated value of property exempt from taxation. 

Source: Pima County Assessor's Abstract of the 2006 Tax Roll for Pima Cozmty. 



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 a 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 a Percentage of the 
Year  Assessed Valuation Valuation* Estimated Actual Valuation 

2006-07 $6,869,955,457 $59,890,228,997 1 1.47% 
2005-06 6,050,950,040 47,97 1,147,096 12.6 1 % 
2004-05 5,620,156,274 43,778,402,824 12.84% 
2003-04 5,22 1,270,997 43,733,555,507 1 1.94% 
2002-03 4,835,561,2 19 36,999,609,652 13.07% 

Source: Arizona Tax Research Foundation, Properly Tax Rates and Assessed Valz~e, Pima County Finance and 
Risk Management Department and Pima County Assessor's Abstract of the 2006 Tax Roll for Pinla 
County. 

* Actual full cash value net of estimated value of property exempt from taxation. 

Net Secondary Assessed Valuation Comparisons 

Fiscal Ci ty  of Percent Pima Percent State of Percent 
Y e a r  Tucson Change County Change Arizona Change 

2006-07 $3,016,230,759 10.77% $6,869,955,457 13.54% $54,436,547,03 1 1 1.25% 
2005-06 2,722,9 15,853 6.44% 6,050,950,040 7.67% 48,93 1,946,145 10.05% 
2004-05 2,558,23 1,18 1 5.40% 5,620,156,274 7.64% 44,46 1,738,026 8.87% 
2003-04 2,427,120,926 6.98% 5,22 1,270,997 7.98% 40,839,898,348 10.96% 
2002-03 2,268,733,334 6.09% 4,835,56 1,2 19 7.66% 36,805,206,912 6.76% 

Source: Arizona Tax Research Foundation, Property Tax Rates and Assessed Vallre, Pima County Finance and 
Risk Management Department and Pima County Assessor's Abstract of the 2006 Tax RON for Pima 
Cormty. 



Net Secondary Assessed Valuations of Ma jor  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 County's net secondary assessed value. 

T a x ~ a v e r  ( a )  - 
Tucson Electric Power Co. 
Qwest Corporation 
Southwest Gas Corporation 
Phelps Dodge 
Arizona Portland Cement 
Raytheon Company 
Dnd Neffson Co. 
Starr Pass Resort Developments LLC 
Scg Tucson Property LLC (Westin Hotel) 
Trico Electric Co-op Inc 

Estimated 2006-07 
Net Secondary 

Assessed Valuation 
$143,361,816 

87,092,898 
62,846,160 
55,176,l 16 
22,857,520 
21,665,l 14 
19,087,235 
17,068,423 
15,504,143 
14.806.148 

$459.4h5 571 

As Percent of County's 
2006-07 Net Secondary 

Assessed Valuation 
2.09% 
1.27% 
0.91% 
0.80% 
0.33% 
0.32% 
0.28% 
0.25% 
0.23% 
1222SIb 
6&2% 

(a) 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 Commission's 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 Commission's EDGAR data base at 

//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 Assessor's 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. 

Fiscal 
Year  

2006-07 
2005-06 
2004-05 
2003-04 
2002-03 
200 1-02 

Real and Secured 
Personal Property 

T a x  Levy 
$330,240,186 
302,126,724 
281,171,502 
260,569,500 
24 1,4 15,870 
228,476,979 

Fiscal Year  Collections ( a )  
Percent of 

Amount T a x  Levv 

(c) (c) 
$292,019,235 96.65% 
27 1,480,760 96.55% 
250,928,829 96.30% 
23 1,6 18,482 95.94% 
218,191,563 95.50% 

Total Collections (b) 
Percent of 

Amount T a x  Levy 
$154,36 1,275 46.74% 
298,404,156 98.77% 
280,6 1 1,87 1 99.80% 
260,429,742 99.95% 
24 1,373,567 99.98% 
228,400,369 99.97% 

(a) Reflects collections made through June 30th, the end of the fiscal year, on such year's levy. Property taxes are 
payable in two installments. The first installment is due the first day of October and becomes delinquent on 



November 1, but is waived if the full tax year's taxes are paid in full by December 3 1 .  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 
on first and second installments following their delinquent dates. Penalties for delinquent payments are not 
included in the above collection figures. 

(b) Reflects collections made through November 30, 2006 against the current and prior levies. 
(c) In the process of collection. 

Source: Pima County Treasurer's 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 County's secondary assessed value 
(except in the case of the Flood Control District, which is levied against the District's 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 5.461 1 
2004-05 4.0720 1.4247 5.4967 
2003-04 4.0720 1.426 1 5.498 1 
2002-03 4.0720 1.4278 5.4998 

Source: Property Tax Rates and Assessed Valzies, 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 i 5% of a County's net secondary assessed valuation. The following indicates the County's current bonding 
capacity after the issuance of the Bonds. 

Net Secondary Assessed Valuation (FY 2006-07) $6,869,955,457 
15% Constitutional Limitation 1,030,493,3 18 
Net Direct General Obligation Bonds Outstanding 326.3 10,000 
Unused 15% Limitation $704.183.3 18 



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, which are being issued concurrently 
with the sale of the Bonds. 

Original Remaining 
Date of Original Maturity Average Balance 
Issue Amount Original Pur~ose Dates Int. Rates Outstanding 

05-0 1-98 42,420,000 Various Improvements 7-1-99113 4.620% $18,795,000 
10-0 1-99 50,000,000 Various Improvements 7- 1-001 10 5.040% 16,115,000 
08-0 1-00 50,000,000 Various Improvements 7-1-01114 4.760% 26,000,000 
07-0 1-0 1 17,835,000 Refunding 7- 1 -03109 4.4 10% 7,6 10,000 
01-01-02 20,000,000 Various Improvements 7- 1-021 16 4.000% 10,000,000 
01-15-03 50,000,000 Various Improvements 7-1-03117 3.900% 40,350,000 
06-0 1-04 65,000,000 Various Improvements 7-1-05119 4.207% 53,615,000 
05-0 1-05 65,000,000 Various Improvements 7- 1-06/20 3.937% 58,825.000 

Total General Obligation Bonded Debt Outstanding $23 1,3 10,000 

Plus: The General Obligation Bonds, Series 2007 (a) 

Total General Obligation Bonded Debt to be Outstanding 

(a) The General Obligation Bonds, Series 2007 are being issued concurrently with the sale of the Bonds under a 
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 County's General Obligation Bonds, Series 2007, which are being issued 
concurrently with the sale of the Bonds under a separate official statement. 

Fiscal 
Year 

June 30 
2007 

Existing General Obligation 
Bonded Debt Outstanding 
Principal Interest 

$32,335,000 $10,027,760 
25,005,000 8,538,905 
20,260,000 7,4 16,755 
19,790,000 6,502,705 
1 7,190,000 5,615,725 
17,525,000 4,846,125 
17,885,000 4,064,425 
15,935,000 3,273,225 
13,265,000 2,568,825 
13,270,000 1,987,706 
13,500,000 1,433,025 
9,850,000 858,425 

10,330,000 5 15,575 
5,170,000 180,950 

Series 2007 Bonds 
Dated: Januarv 1,2007 

Principal Interest (a) 
$4,385,000 $2,000,550 
6,250,000 3,803,775 
5,400,000 3,522,525 
5,290,000 3,279,525 
5,550,000 3,04 1,475 
5,830,000 2,79 1,725 
6,120,000 2,529,375 
6,425,000 2,253,975 
6,750,000 1,964,850 
7,085,000 1,661,100 
7,440,000 1,342,275 
7,8 10,000 1,044,675 
8,205,000 722,5 13 
8,6 15,000 376,800 
3,845,000 1 15,350 

Total Debt 
Service 

Requirement 
$48,748,3 10 
43,597,680 
36,599,280 
34,862,230 
3 1,397,200 
30,992,850 
30,598,800 
27,887,200 
24,548,675 
24,003,806 
23,7 15,300 
19,563,100 
19,773,088 
14,339,750 
3,960,350 

(a) The first interest payment date on the General Obligation Bonds, Series 2007 is July I, 2007. 



Net Direct and Overlapping General Obligation Bonded Debt 

Overlapping bonded debt figures were compiled from information obtained from the County Treasurer's 
Ofice and individual jurisdictions. A breakdown of each overlapping jurisdiction's applicable general obligation 
bonded debt, net secondary assessed valuation and combined tax rate per $100 assessed valuation follows. 

.Jurisdiction 
State of Arizona 
Pima County 
Pima County Flood Control District (c) 
Elementary School Districts 
Unified School Districts 
Cities and Towns 
Pinia County Community College 
District 

2006-07 
Net Secondary 

Assessed 
Valuation 

$54,436,547.03 1 
6,869,955,457 
6,l 13:952,54 1 

284.785:948 
6.573,5 18:237 
3.935,967.898 

General 
Obligation 

Bonded Debt 
Outstanding 

(a)(f) 

None 
$3263 10,000 

2,230,000 
2,755,000 

586,595,000 
28 1,134,070 

Portion Applicable 
to the County 

Net Debt 
Percent Amount 

100% None 
100% $ 326,310,000 
100% 2,230,000 
100% 2,755,000 
100% 586,595,000 
100% 281,134,070 

Combined 
Tax Rate 
Per $100 
Assessed 

\'aluation (e) 

$0.0000 
4.9660 (b) 
0.3746 
2.5751 (d) 
6.9627 (d) 
0.9405 (d) 

Total $mQ 



Jurisdiction - 
State of Arizona 
Pima County 
Pima County Flood Control District (c) 
Pima County Community College District 

Elementary School Districts: 
San Fernando ESD #35 
Empire ESD #37 
Continental ESD #39 
Redington ESD #44 
Altar Valley ESD #5 1 

Unified School Districts: 
Tucson USD #I 
Marana USD #6 
Flowing Wells USD #8 
Amphitheater USD #I0 
Sunnyside USD #I2 
Tanque Verde USD #I3 
Ajo USD #I 5 
Catalina Foothills USD #I6 
Vail USD #20 
Sahuarita USD #30 
Indian Oasis USD #40 

Cities and Towns: 
City of Tucson 
City of South Tucson 
Town of Marana 
Town of Oro Valley 
Town of Sahuarita 

2006-07 Net 
Secondary 
Assessed 

Valuation 
$54,436,547,03 1 

6,869,955,457 
6,l 13,952,54 1 
6,869,955,457 

General 
Obligation 

Bonded Debt 
Outstandin? (aMfl 

None 
$326,3 10,000 

2,230,000 
6 1,730,000 

Combined Tax 
Rate Per $100 

Assessed 
Valuation (e) 

None 
$4.9660 
0.3746 
1.2515 

83 1,896 None 3.748 1 
5,489,030 None 8.4864 

249,037,97 1 2,755,000 2.0682 
1,339,389 None 4.8853 

28,087,662 None 5.7696 

309,160,000 
67,125,000 
10,730,000 
62,380,000 
4 1,770,000 
4,335,000 

None 
38,485,000 
27,635,000 
24,975,000 

None 

3,016,230,759 28 1,134,070 1.2257 
20,643,396 None 0.2383 

310,319,014 None 0.0000 
468,769,764 None 0.0000 
120,004,965 None 0.0000 

(a) Includes general obligation bonds outstanding, including the County's General Obligation Bonds, Series 2007 
which are being issued concurrently with the Bonds under a 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"), a major reclamation project that has been substantially completed by the 
Department of the Interior. The obligation is evidenced by a 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, CAWCD's 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 a total of 667,724 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 1, 1993. Effectiveness of the agreement is subject 
to a 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 9, 2012, and the parties do not amend the agreement, the agreement will 
terminate and litigation will resume. If it appears prior to May 9, 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 a 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 a combination of power revenues, subcontract 
revenues (i.e., agreements with municipal, industrial and agricultural water users for delivery of CAP water) 
and a tax levy against all taxable property within CAWCD's boundaries. At the date of this OMicial 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. 

(b) The County's total tax rate shown includes the County's 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. 

(c) 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. 

(d) The tax rate shown is a weighted average based on each jurisdiction's proportionate amount of secondary 
assessed valuation. 

(e) 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. 

(f) The following table lists general obligation bonds authorized but unissued for the County and jurisdictions 
within the County after the issuance of the County's Bonds. 

Authorized But Unissued 
Jurisdiction (g) General Obli~ation Bonds 
Pima County $478,68 1,000 
Tucson Unified School District No. 1 178,000,000 
City of Tucson 39,140,000 
Catalina Foothills Unified School District No. 16 7,730,000 
Indian Oasis Unified School District No. 40 500,000 

(g) Additional general obligation bonds may be authorized by these and other jurisdictions within the County at 
future elections. 



Net Direct and Overlapping General Obligation Bonded Debt Ratios 

The County's direct and overlapping general obligation bonded debt is shown below on a per capita basis 
and as a percent of the County's net secondary assessed valuation and estimated actual valuation. 

As Percent of County's 2006-07 
Per Capita Net Secondary Assessed Est. Actual 
Debt (Pop. @ Valuation Valuation 
957,635) (a) 66,869,955,457) ($59,890,228,997) 

Net Direct General Obligation Bonded Debt 
($326,3 10,000) (b) $ 340.75 4.75% 0.54% 

Net Direct and Overlapping General 
Obligation Bonded Debt 
($1,260,754,070) $1,316.53 18.35% 2.1 1% 

(a) Source: U.S. Department of Commerce, Bureau of the Census; Arizona Department of Economic Security, 
Population Statistics, July, 2005. 

(b) Reflects the Net General Obligation Bonds Outstanding after the issuance of the General Obligation Bonds, 
Series 2007, which are being issued concurrently with the Bonds under a separate Official Statement. 

Street and Highway Revenue Bonded Debt Outstanding (a) 

The following chart indicates the outstanding street and highway bonds of the County that will be 
outstanding after the issuance of the Street and Highway User Revenue Bonds, Series 2007 being issued 
concurrently with the Bonds under a separate Official Statement. 

Original 
Date of Original Maturity 
Issue Amount Purpose Dates 

5-0 1-98 $40,000,000 Street & Highway Improvements 7- 1-99108 
1-0 1-02 55,000,000 Street & Highway Improvements 7- 1-0311 2 
1-15-03 35,000,000 Street & Highway Improvements 7- 1-0411 8 
5-0 1-05 5 1,200,000 Street & Highway Improvements 7- 1-09/20 

Total Street and Highway Revenue Bonds Outstanding 

Remaining 
Balance 

Outstanding 
$ 8,000,000 
35,735,000 
3 1,900,000 
5 1.200,000 

$ 126,835,000 

Plus: The Street and Highway Revenue Bonds (b) 2 1,000.000 

Total Street and Highway Revenue Bonds to be Outstanding $ 147.835.000 

(a) 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 $903,000 are due in January 2007. HELP loans are payable solely from 
revenues received by the County from the Arizona Highway User Revenue Fund on a 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. 

(b) The Street and Highway Revenue Bonds, Series 2007 are being issued concurrently with the sale of the Bonds 
under a separate Official Statement. 



Lease, Lease-Purchase and Purchase Agreements 

The County has various lease purchase agreements outstanding. A 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 $ 195,417 $146,562 $3 1,36 1 
Juvenile Court 73,986 
Public Works Building 1,642,680 
Sheriff 42,274 42,274 42.273 
Fiscal Year Total - $1,954,357 $188.836 - $ 7 3 , 6 x  

Source: Pima County Finance Department. 

Certificates of Participation (a) 

The following chart lists the certificates of participation obligations outstanding for the County. 

Original Remaining 
Date of Original Maturity Balance 

Issue Amount Purpose Dates Outstandin? 
09-0 1-99 $4,875,000 Refunding 1-1-13/14 $ 4,000,000 
10-0 1-03 27,525,000 Refunding 1-1-05/18 24,335,000 
Total Certificates of Participation Obligations Outstanding $28,335,000 

(a) The County currently anticipates issuing approximately $30,000,000 in additional certificates of participation in 
fiscal year 2007. 

Retirement Plans 

A brief.description of the various retirement programs in which County employees participate is located in 
Footnote 10 in the excerpts from the County's Comprehensive Annual Financial Report in Appendix F. 

Other Post Employment Benefits 

The County does not offer Other Post Employment Benefits. 



Revenues by Source: 
Taxes 
Special Assessments 
Licenses and Permits 
Intergovernmental 
Charges for Services 
Fines and Forfeits 
Interest Income 

Miscellaneous 

Total Revenues 

PIMA COUNTY, ARIZONA 
COMBINED STATEMENT OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES OF ALL 
GOVERNMENTAL FUND TYPES 

(In $000) 

Expenditures by Fund: 
General 
Special Revenues 
Debt Service 
Capital Projects 

Actual Budget 

2006-07 (a) 

Total Expenditures $597,146 $6 13,260 $649,302 $7 17.2 12 76 1.343 $89 1,982 

Excess of Revenues Over (Under) 
Expenditures (34,357) (47,12 1) (26,390) ($50.795) (47,003) ( 144,244) 

Proceeds of Long-Term Debt 82,7 1 7 85,247 65,148 1 16,450 4.836 120,000 
Proceeds of Refunding Bonds 22,420 0 6,880 0 0 0 
Payment to Refunded Bond Escrow Agent (22:55 1 ) 0 (6,846) 0 0 0 
Gain on Investment 0 0 0 0 3 0 
Operating Transfers 

In (Out) ( 12.905) (15,140) (21,333) 3,046 3,685 613 

Capital Leases 0 177 0 0 23 1 0 

Sale of General Fixed Assets 590 37 406 2 7 416 0 

Beginning Fund Balance, as restated 1 10:664 147,803 165,395 182,894 252,007 2 13,998 
Restatement AdjustmentILGIP Loss 1,175 (6:237) 0 0 0 0 

Changes in Reserve for Inventory 64 629 (379) 398 ( 188) 0 
Charges in Reserve for Prepaid (14) 0 13 (13) I I 0 

Ending Fund Balance $147.803 $165,395 $182.894 $252.007 $2 13.998 $190.367 

(a) 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. 



PlMA COUNTY, ARIZONA 
STATEMENT OF FUND BALANCES - ALL GOVERNMENTAL 

FUND TYPES 
(In $000) 

Actual Budget 
200 1-02 2002-03 2003-04 2004-05 2005-06 2006-07 (a) 

General 
Reserved $ 2,486 $ 2,549 $7.068 $4,056 $5,152 
Unreserved 28.656 30.999 25,628 33,171 46,423 

Special Revenue 
Resented 2.570 3.623 3.399 2,742 5,111 
Unreserved 61.134 42.3 12 45.325 54.232 64.96 1 
Designated 1.044 

Debt Service 
Reserved 5,964 3,078 4.202 10,004 6,673 
Unreserved 152 162 

Capital Projects 
Reserved 8 4 1 2 0 0 
Unreserved 46.985 82.793 97.270 147.650 84,472 

Total Fund Balance $141,803 - $165.395 $182.894 $252,007 $213.998 $190.367 

(a) Amount calculated utilizing the revenues and expenditures presented in the FY 2006-07 Adopted Budget plus the actual 
June 30, 2006 ending fund balance Ibr each fund. Pima County does not budget the ending fund balance at a 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. 



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 2006-07(a) 
Revenues by Source: 

Taxes 
Licenses and Permits 
lntergovernmen tal 
Charges for Services 
Fines and Forfeits 
Interest 

Miscellaneous 
Total Revenues 

Expenditures: 
Current 

General Government 
Public Safety 
Sanitation 
Health 
Welfare 
Culture & Recreation 
Education & Econ..Opport. 

Debt Service: 
Principal 
Interest 

Miscellaneous 
Total Expenditures 

Excess of Revenues Over (Under) 38.300 3 1,935 39,123 16,345 26,969 3,5 18 
Expenditures 

Other Financing Sources (uses): 
Proceeds of Long-Term Debt 0 0 0 0 0 0 

Sale of General Fixed Assets 0 0 2 8 22 0 

Operating Transfers In (Out) (29,624) (27.799) (39,977) (1 1,822) ( 12.643) (26.357) 

Total Other Financing Sources (Uses): (29,624) (27,799) (39,975) (1 1 ;8 14) (1 2,62 1) (26$357) 
Excess of Revenues and Other Sources 
Extraordinary item: 

Loss from State Treasurer's Local 
Government Investment Pool 0 (1,730) 0 0 0 
Over (Under) Expenditure and 8,676 2.406 (852) 433  1 14,348 (22.839) 

Other Uses 
Beginning Fund Balance, as restated 22,466 31.142 33,548 32,696 37,227 51,575 

In (Out) 0 0 0 0 0 0 

Ending Fund Balance $ 31.142 $ 33.548 $ 32.696 $ 37,227 $ 51.575 $28,736 

(a) 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 D 

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 $50,000,000 aggregate principal amount of bonds designated the Pima 
County, Arizona, Sewer Revenue Bonds, Series 2007 (the "Bonds"). The Bonds are issued pursuant to Title I I, 
Chapter 2, Article 4 of the Arizona Revised Statutes, as amended (the "Act"), and under the provisions of an 
authorizing resolution adopted by the Board of Supervisors of the County on June 18, 1991, as supplemented and 
amended, including a supplemental resolution adopted by the Board of Supervisors of the County on January 16, 
2007 (the "Bond Resolution"). The documents in the Transcript include a 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 a conformed copy of a 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 and obligations issued on a 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 a pledge of the 
revenues derived by the County from the operation of its sewer system, after provision has been made for the 
expenses of operation and maintenance of the sewer system (the "Net Revenues"), subject to no other liens granted 
under the Act. The Bonds are issued on a parity with the County's outstanding Sewer Improvement and Refunding 
Revenue Bonds, Series 1998, Sewer Revenue Refunding Bonds, Series 2001, and Sewer Revenue Refunding 
Bonds, Series 2004, and those certain Loan Agreements between the County, as borrower, and the Water 
Infrastructure Finance Authority of Arizona, dated February 1, 1996, June 1, 1997, October 27, 2000, as amended, 
and May 11, 2004, as amended. The Bonds and the payment of principal thereof and interest thereon are not 
secured by an obligation or pledge of any moneys or property of the County other than the Net Revenues, and the 
Bonds do not represent or constitute a general obligation or a pledge of the full faith and credit of the County or the 
State of Arizona. 

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 County's 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 o f  the other tax effects stated above. Failure to comply with certain o f  those covenants subsequent to 
issuance o f  the Bonds could cause the interest on the Bonds to be included in gross income for federal income tax 
purposes retroactively to the date o f  issuance o f  the Bonds. 

Under the Code, a portion o f  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 a federal branch profits tax imposed 
on certain foreign corporations doing business in the United States and to a federal tax imposed on excess net passive 
income of certain S corporations. 

Respectfully submitted, 

SQUIRE, SANDERS & DEMPSEY L.L.P. 



APPENDIX E 

AUDITED FINANCIAL STATEMENTS 
OF THE PIMA COUNTY DEPARTMENT OF 

WASTEWATER MANAGEMENT 
FOR FISCAL YEAR ENDED JUNE 30,2006 
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INDEPENDENT AUDITORS' REPORT 

The Board of Supervisors 
of Pima County, Arizona 

We have audited the accompanying financial statements of the Pima County Department of 
Wastewater Management, as of and for the year ended June 30, 2006, as listed in the table of 
contents. These financial statements are the responsibility of the management of Pima County 
Department of Wastewater Management. Our responsibility is to express an opinion on these 
financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that 
our audit provides a reasonable basis for our opinion. 

As discussed in Note 1, the financial statements of the Pima County Department of Wastewater 
Management are intended to present the financial position, and the changes in financial position 
and cash flows of only that portion of the business-type activities and major h d s  of Pima 
County, Arizona that is attributable to the Pima County Department of Wastewater Management. 
They do not purport to, and do not, present fairly the financial position of Pima County, Arizona, 
as of June 30, 2006, and the changes in its financial position and its cash flows for the year then 
ended in conformity with accounting principles generally accepted in the United States of 
America. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Pima County Department of Wastewater Management, as of June 30, 
2006, and the respective changes in its financial position and its cash flows thereof for the year 
then ended in conformity with accounting principles generally accepted in the United States of 
America. 



In accordance with Government Auditing Stundards, we have also issued our report dated 
September 21, 2006 on our consideration of the Pima County Department of Wastewater 
Management's internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the 
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. 

Our audit was conducted for the purpose of forming an opinion on the financial statements of the 
Pima County Department of Wastewater Management. The accompanying financial information 
listed as Supplementary Schedules in the table of contents is presented for purposes of additional 
analysis and are not a required part of the financial statements. Such information has been 
subjected to the auditing procedures applied in the audit of the financial statements and, in our 
opinion, is fairly stated in all material respects in relation to the financial statements taken as a 
whole. 

HEINFELD, MEECH & CO., P.C. 
Certified Public Accountants 

September 21,2006 



Pima County 
Department of Wastewater Management 

Statement of Net Assets - Enterprise Fund 
June 30,2006 

Assets 

Current assets: 
Cash and cash equivalents 
Restricted cash and cash equivalents 
Accounts receivable, net 
Due Erom other Pima County funds 
Due Erom other governments 
Inventory of materials and supplies 

Prepaid expenses 
Total current assets 

Noncurrent assets: 
Restricted cash and cash equivalents 

Capital assets, net of accumulated depreciation where applicable: 
Land and other improvements 

Conveyance systems, net 
Treatment facilities, net 
Equipment, net 
Construction in progress 

Total capital assets, net 

Deferred financing costs 

Total noncurrent assets 

Total assets 

See accompanying notes to financial statements 
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$ 657,866,565 

(Continued) 



Pima County 
Department of Wastewater Management 

Statement of Net Assets - Enterprise Fund 
June 30,2006 
(Continued) 

Liabilities 

Current liabilities: 
Accounts payable 
Accrued payroll and employee benefits 
Due to other Pima County funds 
Due to other governments 
Interest payable 
Current portion of sewer revenue bonds payable 
Current portion of wastewater loans payable 
Deferred revenue 

Total current liabilities 

Noncurrent liabilities: 
Construction contract retentions payable 
Sewer revenue bonds payable, less current portion 
Wastewater loans payable, less current portion 
Deferred interest expense and bond discount 

Total noncurrent liabilities 

Total liabilities 

Net Assets 

Invested in capital assets, net of related debt 
Restricted for: 

Debt service 
Operation and maintenance 

Unrestricted 

Total net assets 

See accompanying notes to financial statements 
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Pima County 
Department of Wastewater Management 

Statement of Revenues, Expenses, 
and Changes in Fund Net Assets - Enterprise Fund 

Year Ended June 30,2006 

Operating revenues: 
Sewer utility service 
Engineering review and inspection fees 
Permits and fines 
Other income 

Total operating revenues 

Operating expenses: 
Employee compensation 
Operating supplies 
Utilities 
Sludge and refuse disposal 
Repairs and maintenance 
General and administrative 
Consultants and professional services 
Depreciation 

Total operating expenses 

Operating loss 

Nonoperating revenues (expenses): 
Intergovernmental revenue 
Interest income 
Sewer connection revenue 
Loss on disposal of equipment 
Interest expense 
Amortization of deferred charges 

Total nonoperating revenues (expenses) 

Income before capital contributions and transfers 

Capital contributions 
Transfers in 
Transfers out 

Increase in net assets 

Net assets-July 1,2005 

Net a s s e t d u n e  30,2006 

See accompanying notes to financial statements 
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Pima County 
Department of Wastewater Management 

Statement of Cash Flows - Enterprise Fund 
Year Ended June 30,2006 

Cash flows from operating activities: 
Receipts from customers 
Miscellaneous receipts 
Payments to suppliers for goods and services 
Payments to other Pima County funds for goods and services 
Payments to employees 

Net cash provided by operating activities 

Casb flows from noncapital fmancing activities: 
Intergovernmental receipts 
Repayment of interfund borrowings 
Cash transfers to other Pima County funds 

Net cash used for noncapital financing activities 

Casb flows from capital and related fmancing activities: 
Sewer connection receipts from customers 
Proceeds from the sale of capital assets 
Intergovernmental contract receipts 
Purchase and construction of capital assets 
Proceeds h m  issuance of sewer loans 
Principal payments on revenue bonds and loans 
Interest payments on revenue bonds and loans 

Net cash provided by capital and related financing activities 

Casb flows from investing activities: 
Interest received on investments 

Net cash provided by investing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents, July 1,2005 

Casb and casb equivalents, June 30,2006 
(Continued) 

See accompanying notes to financial statements 
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Pima County 
Department of Wastewater Management 

Statement of Cash Flows - Enterprise Fund 
Year Ended June 30,2006 

(Continued) 

Reconciliation of operating loss to net cash 
provided by operating activities: 

Operating loss 
Adjustments to reconcile operating loss to 
net cash provided by operating activities: 

Depreciation 
Changes in assets and liabilities: 

Decrease (increase) in assets: 
Accounts receivable 
Due fiom other governments 
Inventory of materials and supplies 
Prepaid expenses 

Increase (decrease) in liabilities: 
Accounts payable 
Due to other governments 
Accrued payroll and employee benefits 

Net cash provided by operating activities 

Noncash investing, capital, and noncapital financing activities: 

During the year ended June 30, 2006, developers conveyed capital assets with an estimated fair value of 
$14,407,846 and the County's Internal Service Fund conveyed capital assets with a net book value of $26,050 
to the Department. These transactions were recorded as capital contributions. 

During the year ended June 30,2006, the Pima County Board of Supervisors approved Connection Fee Flow- 
Through Sewer Credit Agreements totaling $16,697. This transaction was recorded as an increase to deferred 
revenue and a decrease in capital contributions. 

During the year ended June 30, 2006, the Department retired expired Sewer Credit Agreements totaling 
$190,538. This transaction was recorded as a decrease to deferred revenue and an increase in capital 
contributions. 

During the year ended June 30,2006, the Department retired assets with a net book value of $22,354. 

During the year ended June 30,2006, the Department transferred to the County's general government the assets 
of the Solid Waste Management division with a net book value of $1 1,334,107. 

During the year ended June 30, 2006, the Department conveyed the long-term liabilities of the Solid Waste 
Management division in the amount of $15,779,706 to the County's general government. 

See accompanying notes to financial statements 
7 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 1 - Summary of Signincant Accounting Policies 

The accounting policies of the Department of Wastewater Management conform to generally accepted accounting 
principles applicable to governmental units adopted by the Governmental Accounting Standards Board (GASB). 

A summary of the Department's more significant accounting policies follows. 

A. Reporting Entity 

The Department is accounted for as an enterprise hnd of Pima County, Arizona, and is responsible for managing 
and operating all wastewater treatment and water pollution control programs throughout Pima County. The 
Department segregated the operation of the Solid Waste from the Liquid Waste division effective July 2005, and 
Solid Waste activities are now reported in a special revenue fund. 

The Department's management is directed by an administrator appointed by the Pima County Board of Supervisors. 
However, ultimate financial accountability for the Department remains with Pima County. 

B. Fund Accounting 

The Department's accounts are maintained in accordance with the principles of fund accounting to ensure that 
limitations and restrictions on the Department's available resources are observed. The principles of fund accounting 
require that resources be classified for accounting and reporting purposes into funds in accordance with the activities 
or objectives specified for those resources. A fund is considered a separate accounting entity, and its operations are 
accounted for in a separate set of self-balancing accounts that comprise its assets, liabilities, net assets, revenues, and 
expenses. 

The Department's financial transactions are recorded and reported as an enterprise fund because its operations are 
financed and operated in a manner similar to private business enterprises, in which the intent of the Board of 
Supervisors is that the costs (expenses, including depreciation) of providing goods or services to the general public 
on a continuing basis be financed or recovered primarily through user charges. 

C. Basis of Accounting 

Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus applied, 
and determines when revenues and expenses are recognized in the accounts and reported in the financial statements. 
Tbe Department's financial statements are presented using the economic resources measurement focus and the 
accrual basis of accounting. Revenues are recognized when earned, and expenses are recognized at the time 
liabilities are incurred, regardless of when the related cash flows take place. When both restricted and unrestricted 
net assets are available to finance departmental expenses, restricted resources are used before unrestricted resources. 
Interfund transactions that would be treated as revenues or expenses if they involved parties external to Pima County 
are recorded in the appropriate revenue or expense accounts. Intrafund transactions within the Department are 
eliminated for the consolidated fmancial statement presentation. 

The Department follows those Financial Accounting Standards Board Statements and Interpretations issued on or 
before November 30, 1989; Accounting Principles Board Opinions; and Accounting Research bulletins, unless those 
pronouncements conflict with GASB pronouncements. ' h e  Departrnent has chosen the option not to follow FASB 
Statements and Interpretations issued after November 30, 1989. 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 1 - Summary of Significant Accounting Policies (continued) 

D. Basis of Presentation 

The financial statements include a statement of net assets; a statement of revenues, expenses, and changes in fund 
net assets; and a statement of cash flows. 

A statement of net assets provides inforrnation about the assets, liabilities, and net assets of the Department at the 
end of the year. Assets and liabilities are classified as either current or noncurrent. Net assets are classified 
according to external restrictions or availability of assets to satisfy the Department's obligations. Invested in capital 
assets net of related debt represents the value of capital assets, net of accumulated depreciation, less any outstanding 
debt incurred to acquire or construct the assets. Restricted net assets represent grants, contracts, and other resources 
that have been externally restricted for specific purposes. Unrestricted net assets include all other net assets, 
including those that have been designated by management to be used for other than general operating purposes. 

A statement of revenues, expenses, and changes in fimd net assets provides inforrnation about the Department's 
financial activities during the year. Revenues and expenses are classified as either operating or nonoperating, and all 
changes in net assets are reported, including capital contributions and transfers. Operating revenues and expenses 
generally result fiom providing waste services. Accordingly, operating revenues, such as sewer utility service fee 
result from transactions associated with the Department's principal activities. Other revenues, such as sewer 
connection revenues and interest income, are not generated from operations and are considered to be nonoperating 
revenues. Operating expenses include the costs of providing sewer services, administrative expenses, and 
depreciation on capital assets. Other expenses, such as interest expense on debt, are considered to be nonoperating 
expenses. 

A statement of cash flows provides information about the Department's sources and uses of cash and cash 
equivalents during the year. Increases and decreases in cash and cash equivalents are classified as either, operating, 
noncapital financing, capital financing, or investing. 

E. Cash and Cash Equivalents 

For purposes of the statement of cash flows, cash and cash equivalents consist of cash on hand, cash and investments 
held by the Pirna County Treasurer, investments with the State Treasurer, and deposits held in escrow accounts from 
both restricted and unrestricted sources. Unrestricted cash and cash equivalents consist of cash on hand, cash and 
investments held by the Pima County Treasurer in an investment pool, and investments with the State Treasurer. 
Restricted cash and cash equivalents consist of cash and investments held by the Pima County Treasurer in an 
investment pool, and deposits held in escrow accounts. All investments are stated at fair value. 

F. Deferred Charges 

Deferred charges (primarily bond and loan issuance costs) are being amortized over the life of the related debt using 
the straight-line method. 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 1 - Summary of Significant Accounting Policies (continued) 

G. Capital Assets 

Capital assets are reported at actual cost. Donated assets are reported at estimated fair value at the time received. The 
Department capitalizes all land and developer contributions regardless of cost. Sewage conveyance system, 
buildings and improvements, and infrastructure are capitalized at $100,000 or more, as is equipment costing $5,000 
or more. Costs for internally constructed capital assets include material, direct labor, engineering, interest, and 
allocated portions of other indirect costs related to the construction projects. Depreciation of such assets is charged 
as an expense against operations. All assets other than land are depreciated over their estimated useful lives using 
the straight-line method. The estimated useful lives are as follows: 

Treatment facilities and equipment 
Conveyance systems 

H. Compensated Absences 

4 to 30 years 
50 years 

Compensated absences consist of annual leave and a calculated amount of sick leave earned by employees based on 
services already rendered. Employees may accumulate up to 240 hours of annual leave, but must forfeit any annual 
leave hours in excess of the maximum that are unused at the end of the payroll period in which the employee's 
anniversary date falls. Upon termination, all unused and unforfeited annual leave benefits are paid to employees. 
Accordingly, annual leave benefits are a c c ~ e d  as a liability in the financial statements. 

Generally, sick leave benefits provide for ordinary sick pay and are cumulative, but do not vest with employees and 
therefore, are not accrued in the financial statements, except for the actual amount used during the thirty day period 
subsequent to fiscal year end. However, for employees who retire with 20 years or more of continuous service or 
who have a combined total of age and years of service equal to 80 points, and who retire from service into the 
Arizona State Retirement System, sick leave benefits do vest and, therefore, are accrued. 

I. Construction Contract Retentions 

The Department has numerous construction projects in process. The Department retains a percentage of each 
progress payment until the project's successful completion. In some instances, contract retentions are deposited in 
escrow accounts so contractors may earn interest during the construction period. 

J. Deferred Interest Expense 

For advance refindings resulting in defeasance of debt, the difference between the reacquisition price and net 
carrying amount of the old debt is deferred and amortized as a component of interest expense over the life of the 
refunded debt or the refunding debt, whichever is shorter. This deferred amount is reported as a deduction from the 
new debt liability on the statement of net assets. 

K. Revenues 

Sewer utility billings are based on the content and volume of wastewater discharged and a minimum service charge. 

Land developers contribute capital and aid in the construction of certain portions of the conveyance systems. 
Contributions are recorded as contributed capital at their estimated fair value. In those instances when a developer 
makes enhancements that exceed the requirements for the conveyance systems, the Department establishes reduced 



Pirna County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 1 - Summary of Significant Accounting Policies (continued) 

fees and credits that can be used to offset future fees charged to developers for each new connection to the 
conveyance systems. These credits are recorded as deferred sewer connection revenue and recognized as income 
when connection permits are issued. 

Sewer connection fees are assessed to land developers based on the type and number of fmtures attached to the 
conveyance systems. Fees are established at a level to provide for the recovery of the Department's operating 
expenses that are not recovered by the sewer utility service fees. Accordingly, fees collected are classified as 
nonoperating revenues. 

Note 2 - Cash and Cash Equivalents 

Cash and cash equivalents consisted of the following amounts: 

Current 
Cash on hand 
Cash and cash equivalents 
Restricted cash and cash equivalents: 

Construction 
Debt service 
Operation and maintenance 

Total restricted cash 

Total current cash and cash equivalents 56932,832 

Noncurrent 
Restricted cash and cash equivalents: 

Deposits held in escrow accounts 

Total cash and cash equivalents $57.425.204 

Cuen t  restricted cash and cash equivalents represents cash received for capital projects, anticipated debt service 
payments, and an estimated one-twelfth of annual operating expenses. In prior years, only one-twelfth of the annual 
debt principal and interest was restricted. However, because the Water Infrastructure Finance Authority debt 
payment is paid July 1, the entire amount of the payment is now included as restricted cash for debt service. 
Noncurrent restricted cash and cash equivalents are deposits held in escrow pending completion of capital projects. 

The Department's cash and investments in the Pima County Treasurer's investment pool represent a portion of the 
County Treasurer's investment pool portfolio. There is no oversight provided for the County Treasurer's investment 
pool, and the pool's structure does not provide for shares. The Department's portion in the pool is not identified 
with specific investments and is not subject to custodial credit risk. 

Credit Risk - Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its obligations. The 
Department does not have a formal investment policy with respect to credit risk. The Pima County Treasurer's 
investment pool is unrated 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 2 -Cash and Cash Equivalents (continued) 

Interest Rark Rbk  - Interest rate risk is the risk that changes in interest rates will adversely affect an investment's 
fair value. The Department does not have a formal investment policy with respect to interest rate risk. The Pirna 
County Treasurer's investment pool had a weighted average maturity of 22 days at June 30,2006. 

Legal Provkions - Arizona Revised Statutes authorize counties to invest public monies in the State Treasurets 
investment pool: obligations issued or guaranteed by the United States or any of the senior debt of its agencies, 
sponsored agencies, corporations, sponsored corporations, or instrumentalities; specified state and local government 
bonds; interest earning investments such as savings accounts, certificates of deposit, and repurchase agreements in 
eligible depositories; and specified commercial paper, bonds, debentures, and notes issued by corporations 
organized and doing business in the United States. In addition, the County Treasurer may invest trust finds in fvted 
income securities of corporations doing business in the United States or District of Columbia. 

Credit risk - Statutes have the following requirements for credit risk: 
1. Commercial paper must be rated P1 by Moody's Investors Service or A1 or better by Standard and Poor's 

rating service. 
2. Corporate bonds, debentures, and notes must be rated A or better by Moody's investors' service or 

Standard and Poor's rating service. 
3. Fixed income securities must cany one of the two highest ratings by Moody's investors' service and 

Standard and Poor's rating service. If only one of the above-mentioned services rates the security, it must 
cany the highest rating of that service. 

Custodial credit risk - Statutes 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 risk - Statutes do not include any requirements for concentration of credit risk. 

Interest rate risk - Statutes require that public monies invested in securities and deposits have a maximum maturity 
of 5 years and that public operating fund monies invested in securities and deposits have a maximum maturity of 3 
years. Investments in repurchase agreements must have a maximum maturity of 180 days. 

Foreign currency risk - Statutes do not allow foreign investments. 



Pirna County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 3 - Capital Asset Activity 

Capital asset activity for the year ended June 30,2006, is presented in the following schedule: 

Balance Balance 
Julv 1.2005 Increases Decreases June 30.2006 

Capital assets not being depreciated: 

Land and other improvements $ 12,397,849 $ 2,287,789 $ 7,840,639 $ 6,844,999 

Construction in progress 63.324.807 1 1.01 7.366 59.500.467 14.841.706 
Total capital assets not being 

depreciated 75,722.656 13.305.155 67.341.106 21.686.705 

Capital assets being depreciated: 

Transfer stations 

Conveyance systems 

Treatment facilities 

Equipment 
Total capital assets being 

depreciated 

Less accumulated depreciation for: 

Transfer stations 

Conveyance systems 

Treatment facilities 

Equipment 
Total accumulated depreciation 

Total capital assets being 
depreciated, net 

Capital assets, net -&usz!xt %70.949.154 $187.953.713 

Decreases in capital assets include transfers to Pirna County as a result of the transfer of the Solid Waste division to 
a special revenue fund. 



Pirna County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 4 - Long-Term Liabilities 

The following schedule details the Department's long-term liability and obligation activity for the year ended June 
30, 2006. The decrease in the landfill closure and postclosure care costs represents the m s f e r  of the Solid Waste 
division to a special revenue fund. 

Balance Balance Due Within 
Julv 1.2005 Increases Decreases June 30.2006 1 year 

Sewer revenue bonds $ 60,075,000 
Less unamortized deferred 

amounts 4265.696 
Total sewer revenue bonds 

payable 55.809.304 

Wastewater loans payable 84,232,313 1,085,658 4,950,734 80,367,237 5,502,956 
Less unamortized deferred 

amounts 255.027 36.433 21 8.594 

Total wastewater loans payable 83.977.286 80,148,643 5,502.956 

Landfill closure and postclosure 
care costs 15,635,842 15,635,842 

Construction contract 
retentions payable 4.85 1,976 163.086 452.827 4.562.23 5 

Total long-term liabilities %160.274.4Q8$1.248.744%25.102.751 %136.420.401%11.072.956 

Sewer Revenue Bonds Payabl-The Department has issued several series of sewer revenue bonds (Series 1998, 
Rehding  2001, and Retintding 2004) to provide funds for the defeasance of prior sewer revenue bonds, the 
construction of a utility plant, and the construction of improvements to the sewer system. The bonds are callable at 
various prices depending on the date of call. Interest on the bonds is payable semiannually. Of the total amount 
originally authorized, $3,943,000 from the May 20, 1997, bond election, and $150,000,000 from the May 18,2004, 
bond election remain unissued. 

Wastewater Loans Payable--The Department has entered into four loan agreements with the Water Infrastructure 
Financing Authority of Arizona (1 996, 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. 

At June 30,2006, the Department has drawn down only $1 8,538,309 of the $19,967,33 1 authorized loan amount for 
the 2004 Water Infrastructure Financing Authority of Arizona (WIFA) loan. Payments of principal, which are 
subject to change, are based on the total amounts drawn. 

Debt Covenants-All revenue bonds were issued and the loan agreements were executed with a first lien on the 
fust pledge of the Department's net revenues and have restrictive covenants, primarily related to minimum utility 
rates and limitations on future bond issues. The bond covenants also require the Department to either maintain a 
surety bond guaranteeing the payment of annual debt service or to maintain in the Bond Reserve Account monies 
equal to the average annual debt service payment. At June 30,2006, the Department had a surety bond to meet the 
requirement. of the debt covenants. The Department is also authorized to issue additional parity bonds if certain 
conditions are met, primarily that net revenues for the fiscal year immediately preceding issuance of the parity bonds 
exceed 120 percent of the maximum annual debt service requirements immediately after such issuance. 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 4 - Long-Term Liabilities (continued) 

Bonds and loans outstanding at June 30,2006, were as follows: 

Interest 
Rates 

Series 1998 4.0-5.5% 
Refunding 2001 4.0-5.4% 
Refunding 2004 2.63-5.5% 
Total sewer revenue bonds payable 

1996 loan payable 3.19% 
1997 loan payable 2.95% 
2000 loan payable 2.20% 
2004 loan payable 1.81% 
Total wastewater loans payable 

Maturity 
Dates 

Outstanding 
f i n c i ~ a l  

Revenue bond debt service and loan payment requirements to maturity, are as follows: 

Revenue Bond Debt Service 
Princiual Interest 

Year ending June 30, 

2007 $ 5,570,000 $2,573,045 
2008 5,800,000 2,339,501 
2009 6,025,000 2,098,076 
2010 5,280,000 1.8 16,076 
201 1 5,s 15,000 1,587,777 
2012-2016 27,335,000 3,452,414 

Loan Pavrnent Reauirements 
Principal Interest 

201 7-202 1 11,574,417 1,281,937 
2022-2025 4.069.065 205.827 
Total %13.866889 $80.367.237 %18.910.636 

Construction Contract Retentions PayableState laws and regulations require the Department to withhold a 
portion of progress payments made on construction contracts until the successfbl completion of the construction 
project. 

Note 5 - Due To Other Pima County Funds 

Due to other Pima County funds represents payables for goods or services. At June 30,2006, the payables included 
$28,820 due to the General Fund, $1,331 due to the Automotive Services Fund, $23,053 due to the Environmental 
Quality Fund, and $124,080 due to the Capital Projects Fund. 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 6 - Related Party Transactions 

Administrative and Fiscal Services-The Department incurred expenses from Pima County for a variety of 
administrative and fiscal services, including $1,967,662 for the allocation of overhead; $1,329,338 for self-insurance 
premiums; $1,363,679 for interdepartmental supplies and services charges; $1,169,633 for motor pool charges; 
$321,889 for professional charges; $81 1,284 for repair and maintenance charges; $79,083 for printing charges; and 
$2 13,740 for miscellaneous other charges. 

Public Works Center-The Department occupies a portion of the Public Works Center and pays rent based on a 
pro rata share of the building expenses incurred by the Pima County Facilities Management department. The 
Department's rent totaled $22 1,247 for the year ended June 30,2006. 

Note 7 - Significant Commitments 

Commitments under construction contracts at June 30,2006 totaled $8,306,22 1. 

Note 8 - Claims, Judgments and Risk Management 

The Department is a participant in Pima County's self-insurance program. The County's self-insurance program 
covers the Department for risks of loss related to torts; theft of, damage to, and destruction of assets; errors and 
omissions; injuries to employees; and natural disasters. In the opinion of the Department's management, any 
unfavorable outcomes from these types of risks would be covered by that self-insurance program. Accordingly, the 
Department has no risk of loss beyond adjustments to future years' premium payments to Pirna County's self- 
insurance program. All estimated losses for unsettled claims and actions of Pima County are determined on an 
actuarial basis and are included in the Pima County Comprehensive Annual Financial Report. 

Risks of loss arising from contractual breaches are not covered by the County's self-insurance program or 
commercial insurance. The Department's management does not believe that these types of losses would be material 
to the financial statements; therefore, no accrual of losses has been reported in the financial statements. At June 30, 
2006, there were no material lawsuits related to contractual breaches. 

Note 9 - Intergovernmental Agreements 

The City of Tucson, Metropolitan Domestic Water Improvement District (MDWID), Town of Marana Water, and 
Oro Valley Water provide sewer utility billing and collection services, certain computer services, accounting 
information, and statistical data to the Department. During the year ended June 30, 2006, the Department paid fees 
totaling $2,125,336, $93,134, $17,465, and $1 10,226, respectively, for such services. As part of its agreement, the 
City of Tucson invests cash collected from utility customers and held for remittance to the Department. Interest 
earnings on such investments are remitted to the Department. The MDWID, Town of Marana Water and Oro Valley 
Water submit cash receipts to the Department regularly. However, cash collections are not invested, and therefore, 
MDWID, Town of Marana Water, and Om Valley Water do not remit interest to the Department. 



Pima County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 10 - Segment Information 

Liquid Waste operates the sewer system that provides wastewater collection, treatment, and disposal throughout 
Pima County. All revenues generated by the ownership, use, and operation of Pima County's sewer system are 
pledged in support of sewer system debt. In addition, debt covenants require sewer system revenues, expenses, 
gains, losses, assets, and liabilities to be accounted for separately. 

Condensed Statement of Net Assets 

Assets: 
Current assets and restricted assets 
Due from other Pima County funds 
Noncurrent restricted assets 
Capital assets, net of accumulated depreciation 
Other noncurrent assets 

Total assets 

Liabilities: 
Current liabilities 
Due to other Pima County funds 
Noncurrent liabilities 

Total liabilities 

Net Assets: 
Invested in capital assets, net of related debt 
Restricted 
Unrestricted 

Total net assets 

Condensed Statement of Revenues, Expenses and Changes in Fund Net Assets 

Operating revenues (expenses): 
Sewer utility service 
Other operating revenues 
Depreciation expense 
Other operating expenses 

Operating loss 

Nonoperating revenues (expenses): 
Sewer connection revenue 
Other nonoperating revenues 
Interest expense 
Other nonoperating expenses 

Capital contributions 
Transfers out to other county funds 
Increase in net assets 

Net assets, July 1,2005 465.423.102 

Net assets, June 30,2006 .z2E%uz 



Pirna County 
Department of Wastewater Management 

Notes to Financial Statements 
June 30,2006 

Note 10 - Segment Information (continued) 

Condensed Statement of Cash Flows 

Net cash provided by: 
Operating activities 
Noncapital financing activities 
Capital and related financing activities 
Investing activities 

Increase in cash and cash equivalents 22,424,870 

Cash and cash equivalents, July 1,2005 35.000.334 

Cash and cash equivalents, June 30,2006 $52.425.2Q4 

Note 11 - Retirement Plan 

Plan Description-The Department contributes to a cost-sharing multiple-employer defined benefit pension plan 
administered by the Arizona State Retirement System (ASRS) that covers general employees of the Department. 
Benefits are established by state statute and generally provide retirement, death, long-term disability, survivor, and 
health insurance premium benefits. The ASRS is governed by the Arizona State Retirement System Board according 
to the provisions of Arizona Revised Statutes Title 38, Chapter 5. Article 2. 

The ASRS issues a comprehensive annual financial report that includes financial statements and required 
supplementary information. The most recent report may be obtained by writing the Arizona State Retirement 
System, 3300 North Central Avenue, P.O. Box 33910, Phoenix, Arizona 85067-3910, by calling (602) 240-2000 or 
on-line at htt~://www.ASRS.state.az.us/web/Aboutus.dn. 

Funding Policy-The Arizona State Legislature establishes and may amend active plan members' and the 
Department's contribution rates. For the year ended June 30, 2006, active plan members and the Department were 
each required by statute to contribute at the actuarially determined rate of 7.4 percent (6.9 percent retirement and 0.5 
percent long-term disability) of the members' annual covered payroll. The Department's contributions to the ASRS 
for the years ended June 30, 2006, 2005, and 2004, were $1,528,578, $1,172,625, and $12 19,545, respectively, 
which were equal to the required contributions for the year. 



Supplementary Schedules 



Pirna County 
Department of Wastewater Management 

Combining Statement of Revenues, Expenses, 
and Changes in Fund Net Assets 

Year Ended June 30,2006 

Liquid Waste Solid Waste Total 

Operating revenues: 

Sewer utility service 
Engineering review and inspection fees 
Permits and fines 
Other income 

Total operating revenues 

Operating expenses: 
Employee compensation 
Operating supplies 
Utilities 
Sludge and refuse disposal 
Repairs and maintenance 
General and administrative 
Consultants and professional services 
Depreciation 

Total operating expenses 
Operating loss 

Nonoperating revenues (expenses): 
Intergovernmental revenue 
Interest income 
Sewer connection revenue 
Loss on disposal of equipment 
Interest expense 
Amortization of deferred charges 

Total nonoperating revenues (expenses) 

Income before capital contributions and transfers 

Capital contributions 
Transfers in 
Transfers out 

Increase in net assets 

Net assets-July 1,2005 

Net a s se t s June  30,2006 



Pirna County 
Department of Wastewater Management 

Combining Statement of Cash Flows 
Year Ended June 30,2006 

Liauid Waste Solid Waste Total 

Cash flows from operating activities: 

Receipts from customers 
Miscellaneous receipts 
Payments to suppliers for goods and services 
Payments to other Pima County funds for goods 
and services 

Payments to employees 
Net cash provided by operating activities 

Cash flows from noncapital financing activities: 
Intergovernmental receipts 
Repayment of interfund borrowings 
Cash transfers to other Pima County funds 

Net cash provided by (used for) noncapital 
fmancing activities 

Cash flows from capital and related fmancing activities: 
Sewer connection receipts from customers 
Proceeds from the sale of capital assets 
Intergovernmental contract receipts 
Purchase and construction of capital assets 
Proceeds from issuance of sewer loans 
Principal payments on revenue bonds and loans 
Interest payments on revenue bonds and loans 

Net cash provided by capital and related financing 
financing activities 

Cash flows from investing activities: 
Interest received on investments 

Net cash provided by investing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents, July 1,2005 

Cash and cash equivalents, June 30,2006 $ 57,425,204 $ 57,425,204 

(Continued) 



Pima County 
Department of Wastewater Management 

Combining Statement of Cash Flows 
Year Ended June 30,2006 

(Continued) 

Liquid Waste Solid Waste Total 

Reconciliation of operating loss to net cash 

provided by operating activities: 

Operating loss $ (1 5,044,168) $ (15,044,168) 

Adjustments to reconcile operating loss to 
net cash provided by operating activities: 

Depreciation 
Changes in assets and liabilities: 

Decrease (increase) in assets: 
Accounts receivable 
Due fiom other governments 
Inventory of materials and supplies 
Prepaid expenses 

Increase (decrease) in liabilities: 
Accounts payable 
Due to other governments 
Accrued payroll and employee benefits 

Net cash provided by operating activities 

Noncash investing, capital, and noncapital financing activities: 

During the year ended June 30,2006, developers conveyed capital assets with an estimated fair value of $14,407,846 and the 
County's Internal Service Fund conveyed capital assets with a net book value of $26,050 to the Department. These 
transactions were recorded as capital contributions. 

During the year ended June 30, 2006, the Pima County Board of Supervisors approved Connection Fee Flow-Through Sewer 
Credit Agreements totaling $16,697. This transaction was recorded as an increase to deferred revenue and a decrease in 
capital contributions. 

During the year ended June 30, 2006, the Department retired expired Sewer Credit Agreements totaling $190,538. This 
transaction was recorded as a decrease to deferred revenue and an increase in capital contributions. 

During the year ended June 30,2006, the Depariment retired assets with a net book value of $22,354. 

During the year ended June 30, 2006, the Department transferred to the County's general government the assets of the Solid 
Waste Management division with a net book value of $1 1,334,107. 

During the year ended June 30, 2006, the Department conveyed the long-term liabilities of the Solid Waste Management 
division in the amount of $15,779,706 to the County's general government. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GO VERNMENT A UDITING STANDARDS 

The Board of Supervisors 
of Pima County, Arizona 

Members of the Board: 

We have audited the financial statements of Pima County Department of Wastewater 
Management as of and for the year ended June 30,2006, and have issued our report thereon 
dated September 21, 2006. We conducted our audit in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered Pima County Department of Wastewater 
Management's internal control over financial reporting in order to determine our auditing 
procedures for the purpose of expressing our opinions on the financial statements and not to 
provide an opinion on the internal control over financial reporting. Our consideration of the 
internal control over financial reporting would not necessarily disclose all matters in the internal 
control that might be material weaknesses. A material weakness is a reportable condition in 
which the design or operation of one or more of the internal control components does not reduce 
to a relatively low level the risk that misstatements caused by error or fraud in amounts that 
would be material in relation to the financial statements being audited may occur and not be 
detected within a. timely period by employees in the normal course of performing their assigned 
functions. We noted no matters involving the internal control over financial reporting and its 
operation that we consider to be material weaknesses. 

Com~liance and Other Matters 

As part of obtaining reasonable assurance about whether Pima County Department of 
Wastewater Management's financial statements are fiee of material misstatement, we performed 
tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance 
with those provisions was not an objective of our audit, and accordingly, we do not express such 
an opinion. The results of our tests disclosed no instances of noncompliance or other matters 
that are required to be reported under Government Auditing Standards. 



This report is intended solely for the information and use of the Board of Supervisors, 
management and pass-through entities and is not intended to be and should not be used by 
anyone other than these specified parties. 

HEINFELD, MEECH & CO., P.C. 
Certified Public Accountants 

September 2 1,2006 



APPENDIX F 

EXCERPTS FROM 
PIMA COUNTY, ARIZONA 

COMPREHENSIVE ANNUAL FINANCIAL REPORT 
FOR THE FISCAL YEAR ENDED 

JUNE 30,2006 

The following are excerpts from the County's 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 
County's 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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DEBR~$G,,"O",VEE",€TAR,T, CPA 

STATE OF ARIZONA 
OCClCL Of THE 

AUDITOR GENERAL 
WILLIAM THOMSON 

DEPUTY AUDITORGENERAL 

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 
County's basic financial statements as listed in the table of contents. These financial statements are the 
responsibility of the County's management. Our responsibility is to express opinions on these financial 
statements based on our audit. We did not audit the financial statements of certain departments, two 
major funds, and a component unit, which account for the following percentages of the assets, liabilities, 
revenues, and expenses or expenditures of the opinion units affected: 

Expenses/ 
Opinion UnitfDepartment Assets Liabilities Revenues Expenditures 

Government-wide Statements 
Governmental Activities: 

Stadium District 0.09% 0.08% 0.42% 0.29% 
Self-Insurance Trust 2.75% 6.77% 0.29% 0.70% 

Business-type Activities: 
Wastewater Management 91.89% 86.15% 30.42% 23.10% 
Pima Health System & Services 4.36% 12.47% 64.74% 72.1 8% 
Development Services 2.50% 1.23% 4.46% 4.04% 
Self-Insurance Trust 0 .OO% 0.00% 0.00% 0.29% 

Component Unit-Southwestern Fair 
Commission 100.00% 100.00% 100.00% 1 00 .OO% 

Fund Statements 
Major Funds: 

Wastewater Management 100.00% 100.00% 100.00% 100.00% 
Pima Health System & Services 100.00% 100.00% 100.00% 100.00% 

Aggregate Remaining Fund Information: 
Stadium District 0.28% 0.35% 1.23% 0.74% 
Development Services 3.85% 1.86% 7.39% 5.68% 
Self-Insurance Trust 8.83% 30.60% 6.84% 7.95% 

2910 NORTH 44TH STRICT SUITE 4 1 0  . PHOENIX. ARIZONA a a o l a  (602) 883-0333 m x  (602) 553-OOSI 



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 a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe that 
our audit and the reports of the other auditors provide a reasonable basis for our opinions. 

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the 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 2, the County retroactively reported infrastructure assets not previously capitalized 
as part of the phased implementation requirements of GASB Statement No. 34, Basic Financial 
Statements-and Managements Discussion and Analysis-for State and Local Governments. 

The Management's 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 pr.ocedures, 
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 County's 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 a 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 
County's Single Audit Reporting Package that will be issued at a 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 2 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 County's 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 a 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 ~ a v e n ~ o r t ~  
Auditor General 

December 1,2006 
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Management's Discussion & Analysis 

This sectioii of Pima County's comprehensive annual financial report presents a tliscussioli and analysis 
of the County's financial performance during the year ended June 30, 2006, and should be read in con- 
junction with the Coitnty's basic tinanci;~I statements in the following sections. All dollar amounts are 
expressed in thous;uids (000's) unless otherwise noted. 

FINANCIAL HIGHLIGHTS 

At June 30, 2006, the County's combined assets exceeded cornbined liabilities (,let assets) by 
$1,495.175, an increase of 9.1 % from the prior year. Of this ;umount, $53,748 is available for general 
government expenditures (rinres~ricled ,let assels), $214,040 is restricted for specific purposes (re- 
srricrerl tlet usse~s), ant1 $1,227,387 is invested i n  capital assets, net of relateti tlebt antl accurnulated 
depreciation. 

Composition of Net Assets 
I 

Unlrst~.ictccl net itsscts - $53.748 I Restricted 118 assets - 6214.040 

I 

Invested in  capit:~l assets. net o f  ~.elatetl debt - 
FL.'Z27.387 

Of the total fund balrulces of the County's governmental funds, total fund balance decreased $38,009 
to $21 3,998, with $196,018 of this amount available for cxpcntiiturc. The amount available for cx- 
penditure is comprised of $46.423 for the General fund. $15.685 for the Transportation fu~und. 584.472 
for the Capital Projects fund and $49,438 for the County's other governmental I'untls. 

The General fund unreserved fund balance increased $13.252 rrorn [lie previous year lo $46,423. 
This balance represents approximately 1 1.5% of the County's General fund expentlitures antl 6.1 % of 
total governmental funds expenditures. 

The Solid Waste fund, formally n division of Wastewater Management Enterprise Fund, has been re- 
classified as a special revenue fund. 



OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the County's basic financial state- 
ments. The County's basic financial statements consist of four components: (1) Government-wide finan- 
cial statements, (2) Fund financial statements, and (3) Notes to the basic financial statements. Required 
supplementary information (4) is included in addition to the basic financial statements. 

Government-wide Financial Statements are designed to provide readers with a broad overview of 
County finances, in a manner similar to a 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 a 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 a 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 County's downtown parking garages. 

A discretely presented component unit is included in the basic financial statements and consists of a 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 a 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 governments, uses fund accounting to ensure and demonstrate finance-related legal compliance with 
applicable State statutes and federal OMB budgeting guidelines. All of the funds can be divided into 
three categories: (1) govemmentalfinds, (2) proprietalyfinds, and (3)fiduciar-y funds. 

Governmentalfunds are used to account for essentially the same functions reported as governmental ac- 
tivities in the government-wide financial 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 County's near-term financing requirements. 



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 governr~zental funds with similar information 
presented for governm~er~tal activities in the government-wide financial statements. By doing so, readers 
may better understand the long-term impact of the government's near-term financing decisions. Both the 
governmental funds balance sheet and the governmental funds statement of revenues, expenditures, and 
changes in fund balances provide a reconciliation to facilitate this comparison between govenzn~erztal 
funds and goverrznzentul uctivities. 

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 a 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 hu.sirzess-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. Irzterrzal service jiinds are an accounting device used to accumulate and allocate costs 
internally among the County's 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 gover~ztnerztal 
crctivities 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 a single, aggre- 
gated presentation. Similarly, the Co~~nty ' s  internal service funds are combined into a 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 conzhininy stutemmrs 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 County's 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 a 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 County's 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. 



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 a useful indicator of a government's financial position over time. 
County assets exceeded liabilities by $1,495,175 at June 30, 2006. The following table shows condensed 
information for the Statement of Net Assets: 

Table I 
Statement of Net Assets 

At June 30,2006 

Governmental Activities Business-type Activities Total 
Fiscal Year Fiscal Year Fiscal Year 

2005-2006 2004-2005* 2005-2006 2004-2005 2005-2006 2004-2005* 

Currenl and other ossets $ 342.194 $ 372,920 $ 114,925 $ 96,000 S 457,l 19 $ 468,920 
Capital assels: 

Land. buildings, equipment. 
infrastructure & other 1,146.334 1,072.09 1 597.365 596,538 1,743,699 1,668,629 

Total assets 1,488.528 1,445,0 1 1 7 12.290 692,538 2,200.8 18 2,137,549 

Current and other liabilities 83.175 79.660 40,048 43.5 14 123,223 123,174 
Long-term liitbilities 446.000 46936 1 136,420 160,275 582,420 630,136 

Total liabilities 529,175 549,52 1 176,468 203,789 705,643 753,3 10 

Net assets : 
Invested in capital assets, 

nct of rclatcd dcbt 761,130 754,742 466,257 457,600 1,227,387 1,2 12,342 

Restricted 159.759 107,297 54,28 1 10,298 2 14,040 1 17.595 
Unrestricted (deficit ) 38.464 33.45 1 15,284 20,85 1 53,748 54.302 

Total net assets $ 959.353 $ 895,490 $ 535,822 $ 488.749 S 1,495,175 $ 1,384.239 

*As restated - See Note 2 & Note 5 of the financial statements 

The largest portion of the County's 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 $1,227,387, comprising approximately 82.1% of total net 
assets. The County uses a 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 $15,045 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 County's 
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 $214,040 and comprised approximately 14.3% of total 
net assets. This represents a $96,445 increase in restricted net assets from the $1 17,595 balance of fiscal 
year 2004-05. 



The remaining balance of the County's net assets represents urzrestricted net assets, which may be used to 
meet the County's ongoing obligations to citizens and creditors. As of June 30, 2006, unrestricted net as- 
sets totaled $53,748 and comprised approximately 3.6% of total net assets. 

Governineiztal activities 

Governmental activities contributed $63,863, or 57.6% of the County's $1  10,936 increase, in total net 
assets during fiscal year 2005-06. The following table shows changes in net assets for governmental ac- 
tivities: 

Table 2 
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 
Operating grants and contributions 
Capital grants and contributions 

Total program revenues 
General revenues: 

Property taxes 
State-shared taxes 
Investment earnings 
Other general revenues 

Total general revenues 
Total revenues 

Expenses: 
General government 
Public safety 
Highways and streets 
Sanitation 
Health 
Welfare 
Culture and recreation 
Education and economic opportunity 
Unallocated depreciation and amortization 
Interest on long-term debt 

Total expenses 

Excess before transfers 

Transfers in (out) 
Change in net assets 



Key elements of the change in net assets from governmental activities include: 

Program revenues increased $6,756, reflecting increases by Charges for services and Operating 
grants & contributions of $18,23 1 and a decrease of $1 1,475 in Capital grants & contributions. 

Revenue from Charges for services increased by $10,239 primarily due to the reclassifi- 
cation of Solid Waste from a business-type activity under Wastewater Management to a 

' 

governmental fund. This accounted for 44.3% of the increase, or $4,53 I .  There was also 
a 13.8% increase, or $3,152, within the functional class general government that was 
primarily due to a reclassification of Internal Service fund revcnues of $2,709 from gen- 
eral ~niscellaneous revenues to charges for services. 

Revenue from Operating grants and contributions increased by $7,992 due primarily to 
an increase of $5,666 in the function class general government. The County received 
$2,100 in federal revenue from the Help America Vote Act (HAVA) grant to purchase 
touch screen voting equipment, and a $1,575 increase in federal revenue for the County 
Law Enforcement Antiracketeering grant. In addition, there was a $3,058 increase for 
HURF revenue in the functional class highways and streets. 

= Revenue from Capital grants & contributions decreased by $1 1,475 due primarily to a 
$14,089 decline in governmental funding for County capital prqjects. There was a 
$9,016 and $484 decrease in federal and state funding, respectively, for the Veterans 
Memorial Overpass project and a $2,685 decline in state funding for the La Cholla 
Boulevard project. There was also a $2,110 decline in federal funding for the Wet- 
moreIRuthrauff intersection project. These projects were completed during the fiscal 
year. 

General revenues increased by $42,539, 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 $21,527. 
Sales tax revenue increased $1 1,648, or 12.7%, due to growth in retail sales. 

Investment earnings continue to improve as interest rates rose for a second consecutive fiscal 
year. During the majority of the fiscal year, the County invested a majority of its funds in the 
State Treasurer's 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 $54,074 due to the following: 

- An increase of $22,201 in personnel costs, primarily attributable to salary adjustments of 
4.2% for County employees and a one step increase for Sheriff's deputies and sergeants. 
Additionally, increases in the County's required contribution to the Public Safety Retire- 
ment system for Sheriff's 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 $7,258 in expenses for the sanitation function. 

The increase in expenditures for welfare was due to a state-mandated increase of $360 in 
the monthly contribution to the Arizona Long-Term Care system (ALTCS), an increase 
of $3,925 for health care services to both the adult and juvenile detention centers and an 
increase of $1,128 for psychiatric services. 



- The addition of bridge structures to infrastructure resulted in $1,244 for depreciation ex- 
pense. This addition is reflected in the highway and streets functional expense. 

Business-tyue activities 

Business-type activities contributed $47,073, or 42.4%, of the County's increase of $1 10,936 in total net 
assets during the year ended June 30, 2006. The following table shows changes in net assets for business- 
type activities: 

Table 3 
Business-type Activities 

Comparative Stalemenls of Activities 
For the Years Ended June 30,2006 and 2005 

Program revenues: 
Charges for services 
Operating grants and contributions 
Capital grants and contributions 

Total program revenues 
General revenues: 

Capital contributions 
Investment enrnings 
Other general revenues 

Total general revenues 
Total revenues 

Expenses: 
Wastewater Management 
Pima Health System & Services 
Development Services 
Parking Garages 

Total expenses 

Fiscal Year 
2005-2006 2004-2005 

Variance 
Amount Percent 

Excess before transfers 46,939 45,906 1,033 2.3% 

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 $23,326, primarily as a result of: 

* Wastewater Management increased sewer utility service and connection fees, resulting in 
an increase of $12,122 in charges for services. 

* An increase of $8,816 within Pima Health System & Services primarily due to an in- 
crease of $8,117 in the Arizona Long Term Care System (ALTCS) and an increase of 



$5,752 in the Arizona Health Care Cost Containment System (AHCCCS) programs, a re- 
sult of rate increases. This was offset by a loss in revenue from reinsurance claims. 

An increase of $2,410 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 cany-over dollars from Pima Coi~ncil on 
Aging that drove this increase. "Carry-over dollars" are 'l'itlc I11 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 $16,946, due to the following changes: 

* An increase of $6,774 in Pima Health System & Services due primarily to increases of 
$2,35 1 for employee compensation the result of salary adjustments of 4.2% for County 
employees and $3,408 for medical claims due to a rate increase. 

* An increase of $6,622 in Wastewater Management due primarily to increases of $2,071 
in consultants and professional services and $2,308 in depreciation expenses. 

An increase of $3,565 in Development Services due primarily to an increase of $2,079 in 
employee compensation the result of salary adjustments of 4.2% for County employees. 

FINANCIAL ANALYSIS OF THE COUNTY'S FUNDS 

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with finance- 
related legal requirements. 

Governmental funds 

The County's 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 County's governmental funds is to provide information on near-term in- 
flows, outflows, and balances of expendable resources. Such information is useful in assessing the 
County's financing requirements. In particular, unreserved fund balances may serve as a useful measure 
of a government's net resources available for spending at the end of the fiscal year. 

At June 30, 2006, the County's governmental funds reported combined fund balances of $213,998, a de- 
crease of $38,009 from the prior year. Approximately 91.6% of the conlbined fund balances, or 
$196,018, constitutes unreserved and undesignated fund balance, which is available to meet the County's 
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: 

$6,784 to pay debt service 

$5,769 to reflect inventories and prepaid amounts 

$2,648 for specified programs 

$1,660 to reflect a loan receivable 
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$1,044 designated for Mt. Lemmon 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 $46,423 while total fund balance reached $51,575. As a measure of the General 
fund's 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 $714,340 in fiscal year 2005-06, which 
represents an increase of $47,923 (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 4 
Revenues Classified by Source 

All Governmental Funds 

Fiscal Year 
2005-2006 2004-2005 Variance 

Amount Percent Amount Percent Amount Percent 
Revenues by source: 
Taxes 
Special assessments 
Licenses and permits 
Intergovernmental 
Charges for services 
Fines and forfeits 
Interest 
Miscellaneous 13,165 1.9% 14,806 2.2% (1,641) -11.1% 
Total revenues $ 714,343 100.0% $ 666,417 lOO.O% $ 47,926 7.2% 

The following provides an explanation of revenues by source that changed significantly over the prior 
year: 

Taxes Revenues from property taxes increased $20,502. This was a 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 $12,645 increase in intergovernmental revenue was due primarily to a 
$12,335 increase in state shared sales tax revenue, the result of increased construction and retail 
sales and population growth. 

Charges for services The $10,014 increase in charges for services revenues is due primarily to 
the reclassification of Solid Waste to a governmental fund and an increase in overhead allocation. 

Interest As previously,mentioned, during the majority of the fiscal year the County invested a 
majority of its funds in the State Treasurer's 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 5 
Expenditures by Function 
All Governmental Funds 

Government 
Fiscal Year 

2005-2006 2004-2005 Variance 
Function Amount Percent Amount Percent Amount Percent 

General government $ 203,881 26.8% $ 193,308 27.0% $ 10,573 5.5% 
Public safety 
Highways and streets 
Sanitation 
Health 
Welfare 
Culture and recreation 
Education and economic opportunity 
Capital outlay 
Debt service: 
- Principal 
- Interest 
- Miscellaneous 

Total expenditures 

Total expenditures in governmental funds increased during fiscal year 2005-06 by $44,13 1 

The $1 1,43 1 increase in public safety expenditures was due primarily to an increase in personnel 
costs. The County Sheriff's deputies and sergeants received a one step salary adjustment. In ad- 
dition, corrections ofticer stafting numbers were increased. 

The $7,656 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 $10,573 increase in general government expenditures was due primarily to the increase in the 
County's administration overhead. In addition, personnel costs increased due to salary adjust- 
ments of 4.2% for County employees. 

The $6,271 in sanitation expenditures resulted from the transfer of the Solid Waste fund into a 
governmental fund from the Wastewater Management Enterprise Fund. 

Budget to Actual Comoarisott for tlze General Fund 

Overall, budgeted revenues and expenditures for the General Fund were generally consistent with actual 
fund activity. Actual revenues exceeded budgeted revenues by $17,481 and actual expenditures were less 
than budgeted expenditures by $1,236. No vcuiances between the budget to actual amounts were signifi- 
cant enough to affect the County's ability to provide future services. 



Provrietarv funds 

The County's 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 a 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 a comparison of this year's enterprise fund activities with the prior year: 

Table 6 
Summary Statement of Revenues, Expenses and Changes in Fund Net Assets 

Total Enterprise Funds 
For the Fiscal Years ended June 30,2006 and 2005 

Operating revenues: 
Net patient services 
Charges for services 
Other 

Total net operating revenues 

Operating expenses: 
Employee compensation 
Medical claims 
Operating supplies & services 
Utilities 
Sludge and refuse disposal 
Repair and maintenance 
General and administrative 
Consultants and professional services 
Depreciation and amortization 
Total operating expenses 

Operating loss 

Nonoperating revenues (expenses): 
Intergovernmental revenue 
Shared state tax revenue 
Interest income 
Sewer connection fees 
Interest expense 
Loss on disposal of capital assets 
Amortization of cleferred charges 
Premium tax 

Total nonoperating revenues 

Income (loss) before contributions 
and transfers 

Capital contributions 
Transfers in 
Transfers (out) 
Change in net assets 

Fiscal Year Variance 
2005-2006 2004-2005 Amount Percent 



Key activity within the enterprise funds for fiscal year 2005-06 include the following: 

While net operating revenues for the County's Enterprise Funds increased $16,197, operating ex- 
penses increased $17,027, resulting in an operating loss of $8,891, or a decline of $830 from the 
prior year. The operating loss was due to Wastewater Management, which reported a loss of 
$15,044, as compared to the operating income reported by Pima Health System and Services of 
$3,076, Development Services of $3,050 and Parking Garages of $27. 

Net patient services revenues increased by $9,002 from tiscal 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 $8,790 as compared to the prior year. Wastewater 
Management reported an increase of $6,587 due to an increase in sewer utility service fee reve- 
nue. Developmcnt Services reported an increase of $2,410 due to an increase in permit revenue, 
as a result of an increase in construction activity. 

Employee compensation expenses increased by $5,186 from fiscal year 2004-05, due to an in- 
crease of $2,351 for Pima Health System and Services and an increase of $2,079 for Develop- 
ment Services. Both increases were primarily due to the Board of Supervisor's approved salary 
rate increases and position reclassifications. 

Medical claims expense continued to increase this year as a result of higher enrollment for Pima 
Health System and Services during the fiscal year. An increase in doctor fees is also responsible 
for a portion of the rise in medical claims expenditures. 

Sewer connection fees charged by Wastewater Management increased by $5,313 due to increased 
connection fee rates. 

Capital Assets and Debt Administration 

Capital Assets 

The County's capital assets increased as a result of retroactively reporting the County's general govern- 
mental infrastructure bridge assets. CiASB Statement No.34 allowed for a 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 a restatement of beginning net assets of 
$13,289. Additional information regarding the County's restatement of beginning net assets can be found 
in Note 2 of the financial statements on page 47 of this report. 

The County's investment in capital for its governmental and business-type activities as of June 30, 2006 
amounted to $1,743,699 (net of accumulated depreciation), an increase of 4.5%. Of the $75,070 increase 
in net capital assets, $74,243 (98.9%) came from governmental activities and $827 (1.1%) came from 
business-type activities. The County's 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 $14,993 due primarily to the following acquisitions for governmental activi- 
ties: $2,0 17 for the Justice Court complex property, $1,806 for the Canoa Ranch property, $1,084 
for the Tortolita Mountain Park property, $1,795 for the Tucson Mountain Park property, $1,073 
for the Rillito Race Track property, $3,001 for land acquisition related to flood control projects 
and $3,698 that represented Solid Waste assets transferred from Wastewater Management. 



Buildings and improvements increased by $53,655 due primarily to the expansion and upgrade of 
the Ina Road Treatment Facility for $62,010. 

Infrastructure increased by $49,726 due primarily to the capitalization of $23,610 for the Vet- 
eran's Memorial Overpass project, $18,727 for the WetmoreIRuthrauff Intersection project, 
$12,681 for the La Cholla Boulevard: River Road to Omar Road project and $7,809 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 7 
Capital Assets 

Governmental and Business-type Activities 

Governmental Activities Business-type Activities Total 
Fiscal Year Fiscal Year Fiscal Year 

Land 
Construction in progress 1 15,305 117,l 18 14,842 63,325 130.147 180,443 
Buildings and improvements 27 1.77 1 268,996 239,799 188,9 19 51 1,570 457.9 15 
Sewage conveyance system 327,335 322,145 327,335 322,145 
Eouioment 38.634 35,625 6,683 7,890 45.3 17 4 3 3  15 

2 ,  

Infrastructure 
Total 

497,670 447,944 497.670 497,944 
$ 1,146,334 S 1,072,091 $ 597,365 $ 596,538 $ 1,743,699 S l,668,629 

*As restated - See Note 2 and Note 5 of the financial statements 

The County's infrastructure assets are recorded at historical cost and estimated historical cost in the gov- 
ernment-wide financial statements. Additional information regarding the County's capital assets can be 
found in Note 5 of the financial statements on pages 5 1-53 of this report. 

Lonn-term Debt 

Significant, comparative long-term debt entered into during the last two fiscal years is presented below: 

Table 8 
Long-Term Debt 

Governmental Fun& 

Bonds issued (at face value): 
General obligation 
Street and highmy revenue 

Loans 
Capital lea= 
Total 

F d  Year 
m2006 mm 



During the fiscal year, the Transportation Department received $4,836 in loan proceeds for the Alvcrnon 
Way road project from the state's Highway Expansion and Extension Loan Program (HELP). As of June 
30, 2006, $1,511 of this amount remained unspent. On May 16, 2006, Pima County voters approved 
$54,000 in general obligation bonds for psychiatric facilities. 

In the prior year, the county received $65,000 in proceeds from the sale of general obligation bonds and 
$51,200 from the sale of transportation revenue bonds. As of June 30, 2006, $4,186 of proceeds from 
general obligation bonds and $9,168 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 Dcscrt open space and habitat protection plan, while proceeds from transporta- 
tion revenue bonds were allocated to various roadway projects. 

Pima County tilaintnins an "A+" rating from Standard & Poor's and an "Al" rating from Moody's for 
general obligation bonds, street and highway revenue bonds, sewer revenue bonds, and tlood control gen- 
eral obligation bonds, except for the General Obligation Bonds, Series 2004 which Standard & Poor's 
upgraded to AA-. 

State statutes limit the amount of general obligation debt a governmental entity may issue to 15% of its 
net assessed valuation. The current debt limitation for Pima County is $907,643, which is significantly in 
excess of Pilna County's outstanding general obligation debt. 

Additional information regarding the County's debt can be found in Note 7 of the financial statements on 
pages 54-62 of this report. 

Economic Factors and Next Year's 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 County's 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 



$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 a $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 a 
$55 1 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 a new special revenue fund 
$5.0 million scheduled decrease in the County's obligations under the agreement with 
University Physici,uls Healthcare to operate the former Kino Community Hospital 

Request for Information 

This tinancial report is designed to provide a general overview of the County's 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, 61h Floor, Tucson, AZ, 
8570 1. 
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PIMA couNn 
STATEMENT OF NET ASSETS 

June 30,2006 
(in thousands) 

Exhibit A -1 

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: 
Land 
Construction in progress 

Capital assets being depreciated (net): 
Buildings and improvements 
Sewage conveyance system 
Equipment 
Infrastructure 

Total assets 

I,IARII,ITIES 
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 relilted debt 
Restricted for: 

Special revenue 
Highways and streets 
Debt service 
Capital projects 
Wastewater management 
Healthcare 

Unrestricted 
Total net assets 

Primary Government Component Unit 
Governmental Business-type Southwestern Fair 

Activities Activities Total Commission 

See Notes to the Financial Statements 
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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 & Services 
Development Services 

PIMA COUNTY 
STATEMENT OF ACTIVITIES 
For the Year Ended June 30,2006 

(in thousands) 

Program Revenues 

Operating Capital 
Charges for Grants and Grants and 

Expenses Services Contributions Contributions 

Parking Garages 1,479 1,485 
Total business-type activities 355,185 376,874 4,997 449 

Total primary government 6 1,002,494 $ 448,995 $ 138,110 $ 12,637 

Component unit: 

Southwestern Fair Commission $ 5,411 $ 5,563 $ 88 
Total component units $ 5,411 $ 5,563 $ 88 

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 
Hotellmotel 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 
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Exhibit A-2 

Net (Expense) Revenue and 
Cbanges in Net Assets 

Primary Government Component Unit 
Governmental Business-type Southwestern Fair 

Activities Activities Total Commission 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 & 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 
HoteVmotel taxes, levled 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 reshicted 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 
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PIMA c o m n  
BALANCE SHEET 

GOVERNMENTAL FUNDS 
June 30,2006 
(in thousands) 

Exhibit A - 3 

Other 
Governmental 

Funds 

'Total 
Govern~nental 

Funds Transportation Capital Projec~s 

C;~sh and cash equivalents 
Propcny taxcs rccciv;~blc (net) 
Interest receivable 
Due from other funds 
Due from other governments 
Accounts receivable 
Inventory 
Prepaid expenditures 
Loan receivable 
Other assets 
Restricted cash equiv;llents 

Total asscts 

Liabilities and fund balanccs 

ILiabilities: 
Accounts payable 
Contract retentions 
Eniployee compensation 
Due to other lunds 
Due to other governments 
Deposits and rebates 
Deferred revenues 

Total liabilities 

Fund balances: 
Keserved for: 

Inventory 
Prepaid expendi~ures 
Debt service 
Capital repairs and refurbishments 
Spccificd progmms 
Loan rcccivablc 

Unreserved, designated for: 
Special revenue, flood mitigation 

Unreserved, undesipnated: 
General fund 
Capital projecLs 
Special Revenue 
Debt service 

Tot;ll fund b;~lanccs 

Total liabilities and fund balances 

See Notes to the Financial Statements 
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PIMA COUNTY Exhibit A - 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 

Amounts reported for governmental activities in the Statement of 
Net Assets are dirferent because: 

Ci~pital iwsets used in governmental istivities are not financial resources 
and theretbre are not reported in the governmental funds 

Governmental capital assets 
Less accumulated depreciation 

Somc liabilities and thcir nssociatcd issuancc costs arc not duc and p;~yablc 
in the current period and therefore are not reported in the governmental funds 

Bonds payable 
I.oans and leases payable 
Unamortized deferred issuance costs reported as other assets 

Some compensated absences are not due and payable shortly after 
Junc 30, 2006, and thcrcforc arc not rcportcd in thc govcrnmcntal funds 

Employee compensation 

Some 1i;lbilities are not due and pay;tble shortly after June 30, 2006, and 
are therefore not reported in the governmental funds 

Landfill liability 

Dcfcrrcd rcvcnuc in govcrnmcntal funds is susccptiblc to full accrual on thc 
government-wide statements 

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 

Net assets of governmental activities 

See Notes to the Financial Statements 
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PIMA COUNTY Exhibit A - 5 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 

GOVERNMENTAL FUNDS 
For the Year Ended June 30,2006 

(in thousands) 

Other 
Governmental 

R~n t l s  

'l'otal 
Governmental 

Funds General Transportation Capital Projects 
Revenues: 
Taxes 
Special assessments 
Licenses and permits 
lntcrgovcrnmcnral 
Charges for services 
I'ines and forfeits 
lntcrcst 
Miscellaneous 

Total rcvcnucs 

Expenditores: 
Currcnt: 

General government 
Public safety 
Highnays and strccts 
Sanitation 
Health 
Wcl f i~rc 
Culture and recreation 
Etiucation and economic opportunity 

Capital o ~ ~ t l a y  
Debt ser\'ice - principal 

- interest 
- miscellaneous 

Total expenditures 

Excess (tleficiency) o f  revenues over 
(untler) expenditures 

Other financing sources (uses): 
Capital leases 
Proceeds from sale o f  capital assets 
Face amount o f  long-term debt 
Transfers in 
Transfers (nut) 

Total other financing sources (uses) 

Net change in fund balances 

Fund balance at beginning o f  year 

Change in reserve for inventory 
Change in reserbe for prepaids 

Fund halance at end o f  yea1 

See Notes to the Financial Statements 
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PIMA COUNTY Exhibit A - 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) 

Nct changc i n  fund balanccs -total govcrnmcntel funds 

Amounts reported for governmental activities in the Statement o f  Activities 
are different because: 

Governmental funds report capital outlays as expenditures. However. 
in the statement o f  activities, the cost of those assel. is depreciated 
over their estimated useful lives and reported as depreciation expense 

Expenditures for capital assets 
Ixss currcnt year dcprcciation 

Transfers o f  capital assets between governmental activities and 
proprietary funds are not reported i n  the governmental funds but are 
recognized in the statement o f  activities 

Transfers o f  long term liabilities hetween governmental activities and 
proprietary funds are not reponed i n  the governmental funds hut are 
rccognizcd in thc statcmcnt o f  activities 

The issuance o f  long-term debt (e.g.. bonds, leases) provides current financial 
resources to governmental funds but increases long-term liabilities in the statement 
o f  net ;issets. Repayment o f  the principal o f  debt is an expenditure in the governmental 
funds, but the repayment reduces long-tenn liabilities in the statement o f  net assets. 
Also, governmental funds report the effect o f  issuance costs, pre~niu~ns. discounts and 
similar items when debt is first issued, whereas these amounts ;ire deferred and amortized 
in the statement o f  activities. This amount is the net effect o f  these differences i n  the 
treatment o f  long-term debt and related items 

Face amount o f  long-term debt 
Face amount o f  capital lease 
Debt service - principal payments 
A~nortization expense 

Some revenues reported i n  the statement o f  ;stivities do not represent 
thc collection o f  currcnt financial rcsourccs and thcrcforc arc not rcportcd as 
revenues in the governmental funds. 

Property tax revenues 
Other 

Some expenses reported in the statement o f  activities do not require the use o f  
current linancial resources and therefore are not reported a. expenditures i n  the 
governmental funds 

Change i n  cornpensz~red absences 
Changc i n  landfill liability 
Net book value o f  capital asset disposals 
Change i n  reservation o f  fund balances 

Internal senrice funds are used by management to charge the costs o f  certain 
activities to individual funds. A portion o f  the net expense o f  the internal service funds is 
reponed with governmental acli\,ities 

Change i n  net asset. o f  governmental activities 

See Notes to the Financial Statements 
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PIMA c o u N n  
STATEMENT OF NET ASSETS 

PROPRIETARY FUNDS 
June 30,2006 
(in thousands) 

Exhibit A - 7 

Business-tvoe Activities 
Enterprise Funds 

P~IIW Othcr Total 
Health System Wastew:~ler Enterprise Enterprise 
& Services hlanage~~~ent Funds Funds 

Govern~nental 
Activitics- 

Intern;~l Service 
F u ~ ~ d s  

&& 
Current ;lasets: 

Cash :III~ c i ~ s l ~  equivale~tts 
Restricted cash and cash equivalents 
lntcrcst rccciv;~hlc 
Due from other funds 
Due fr0111 other guvernlllenn 
Accounts receivable (net) 
lnventorv 
Prepaid expense 

Tot;~l current assets 
Noncurrent ;~ssas: 

Restricted cash and c;nh equivale~~ts 
In~es t~nmts  
C~lpital asscts: 

k i n d  and other i~nprovsrncnts 
Buildings and i t ~ ~ p r o v e ~ ~ t e n h  
Sewage conveyance system 
Equip~nent 
Lxss accu~~~ulated depreciatio~~ 
Constructior~ in  progress 

Totel capital :Isacts (nct o f  accurnuli~tcd dcprcciation) 
Deferred financing costs 

Tot;~l nuncurrent asset5 

'Total assets 

Li;tbilities 
Currcnt li;~hilifics: 

Accounts pdyable 
Accrued ~r~edical ;mil health care c l a i ~ l ~ s  
Employee co~tipensation 
Interat p ;~yble 
Due lo other funds 
Due to other go\,ern!nents 
Deferred revenues 
Current portion o f  sewer revenue bonds 
Current ponion of wastewater loans payable 
Currcnt ponion rcponcd hut unpaid losscs 
Current portion incurred but not reported losses 

Tut;~l currerlt 1i;lbilities 
Noncurrent liabilities: 
Contr;tcts and notes 
Sewer revenue boticb 
Wastewater loans pnyable 
Rcponcd hut onpilid los.;cs 
Incurred but not reported losses 
Total nuncurrent liabilities 

'l'otal liabilities 23.654 152.203 2.452 178.309 

Net assets 
Invested in ci~pit;~l :~ssets, net of related debt 890 456.846 8.52 1 466.257 
Restricted for: 

Debt service 438 438 
Wastcw;~tcr Inanngclncnt 4.356 4.356 
Healthcare 5.463 5.463 

Unrestricted 1.205 44.023 15.899 61.127 

Tot;ll net assets S 7.559 S 505.663 S 24.41-0 537.632 

SUIII~ aliluunts reported fur buhiness-type activities in  the 
State~nent o f  Net ,\shets x e  different because cenain internal 
sewice fund ;Issets and li;~bilities ;Ire included with business-type 
activities. ( 1.820) 

Net &$sets o f  business-type activities $ 535.822 

See Notes to the Financial Statements 
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PIMA COUNTY Exhibit A - 8 
STATEMENT OF REVENUES, EXPENSES AND CHANGES lN FUND NET ASSETS 

PROPRIETARY FUNDS 
For the Year Ended June 30,2006 

(in thousands) 

Bosiness-type Actir,itirs 
Enterprise Funds Go\*er~imental 

Pima Other Total Activities- 
tlealtli Syateni Waste\rt;lter Enterprise Enterprise Interntil Service 

Rr Scrviccs Mt~n;~gcmcnt Funds F ~ ~ n t l s  Funds 
Operating re\,enues: 

Net patient services 
Charges for services 
Other 

7'otaI net operating revenues 

Operating expenses: 
Employee compensation 
Mcdic;~l cl i~ims 
Operating supplies :~nd services 
Utilities 
Sludge and refuse dispost~l 
Repair and mai~ltentu~ce 
Incurred losses 
Insurance premiums 
General and administrative 
Consulrants and professional services 
Dsprecia~ion 

Total operi~ting expenses 

Operating income (loss) 

Nonoperati~ig reveliues (expenss): 
Intergovernmental revenue 
Interest income 
Sewer connection fees 
Interest expense 
G i io  (loss) oo disposal of capital assets 
Amoniztltion of deferred charges 
Premium tax 

Total nonoperxlting revenues (expenses) 

Income (loss) before contributions and trainsfers 

Capital contributions 
Transfers in 
Trt~eslers (out) 

Change in net assets 

Nct asscts at hcginning o f  ycar 

Net assets at end o f  ye;u 

Some tlmounts reponed for business-type activities in the 
Statement o f  Activities tire different bectiuse :I ponion of the 
net expense o f  cenain internal service h~nds  is reponed 
with business-type acti\.ities. 

Change in net asseL\ o f  business-type tsrivities 

See Notes to the Financial Statements 
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PIMA c o u N n  
STATEMENT OF CASH FLOWS 

PROPRIETARY FUNDS 
For the Year Ended June 30,2006 

(in thousands) 

Exhibit A - 9 

Cash flows from operating activities: 
Cash received From otl~er fumls fur gootls ant1 services provitletl 
Cash receivetl from customers for gootls and services provitled 
Cash receivetl from miscellaneous oper;~tions 
Cash payments to suppliers for goods ant1 services 
Cash payllrents to other funtls fur gootls a11tl services 
Cash payments for incurretl losses 
Cash paylncnrs to crnployccs for services 

Pima 
Health System 

& Services 

Other 
Wastewater Enterprise 

Management Funtls 

Total 
Enterprise 

Funds 

Govcrn~ncntal 
Activities- 

Internal Service 
Funds 

Net cash provicled by (usetl for) operating activities (8.1531 4.772 4,226 845 3,224 

C;~sh flows from noncapital financing activities: 
Interest paid on short-term credit 
Cash transfers in from other ILntLs 
Cash transfers out to other funds 
Loans with other funds 
P r e ~ ~ ~ i u ~ n  Tax 
intergovernmental revenues 

Net cash provided by (usecl for) no~icapital financing activities 12.188) (3.655) (5.843) 307 

Cash flows from capital and related financing activities: 
Proceeds from issuance o f  bonds and loans 1.086 1.086 
Principal paid on bo~rtls ant1 loans (9.50 1 ) (9.501 ) 
Interest paid on bonds ant1 loans (4.225) (4.225) 
Scwcr connection fccs 42.142 42.142 
Proceeds from sale o f  capital assets 2 2 275 
Proceetlh from inlergovern~rrental co~itracl 191 191 
Purchase of capital assets (47) ( 14.340) (8431 (15.230) (2,686) 

Net cash providetl by (used for) cap i t~ l  and 
related linancing activities (47) 15.355 (843) 14.465 (2.411) 

C;ish flows from investing activiries: 
Interest receivetl on cash ancl investments 

Nct cash provided by investing activitics 1,538 I .87 1 630 4,039 1,547 

Net increase (tlecrrase) in cash and cash equivalents (8.8501 18.343 4.01 3 13.506 2.667 

Cash and cash equivalents at heginning o f  year 2 1.589 39.082 14.334 75,005 39.698 

Cash and cash equivalents at end o f  year $ 12.739 5 57.425 5 18.347 $ 88.51 l $ 42.365 

(Continued) 

See Notes to the Financial Statements 
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PTMA COUNTY 
STATEMENT OF CASH FLOWS 

PROPRIETARY FUNDS 
For the Year Ended June 30,2006 

(in thousands) 

Exhibit A - 9.1 

(Continued) 

Governmental 

Reconcilialion of operating income (loss) to net Pima Other Total Acti\ ities- 
cash provided (used) by operating activities Health System Wastewater Enterprise Enterprise Internal Service . . 

Operating incomc (loss) 
Adjustments to reconcile operating income (loss) to 

nct cash providcd (uscd) by operating nctivitics: 
Depreciation and amortization 
Decrease (increase) in assets: 

Accounts Rcccivublc 
Due from other governments 
Inventory and other assets 
Prepaid expenses 

Increase (decrease) in liabilities: 
Accounts payable 
Interfund pdyables 
Due to other funds 
Due to other governments 
Reported hut unpaid losses 
Incurred but not reported losses 
Other current lictbilities 

C Services Management Funds Funds Funds 
$ 3,076 $ (15,044) $ 3.077 $ (8,891) $ (4,222) 

Net cash provided by (used for) operating activities $ (8,153) s 4,772 $ 4,226 $ 845 $ 3,224 

Noncash investing, capilal, and noncapival linancing activities during the year ended June 30. 2006: 

Wastewater Management Enterprise Fund retired capital assets with a net book value of $22 

Wastewater Managenlent Enterprise Fund received contributed developer-built conveyance systems with estimated fair values totaling $14,408, 
and other capital assets with a net hook value of $26. These contrihutions were recorded as an increase in capital assets and capital contrihutions. 

Wastewater Management Enterprise Fund recorded a Board of Supervisor approved connection fee credit agreement of $17. This credit was 
recorded as an increase to deferred revenue and a decrease to capital contributions. 

Wastewater Management Enterprise Fund retired expired sewer credit agreements totaling $190. This transaction was recorded as a decrease to 
deferred revenue and an increase in capilal contributions. 

Wastewater Management Enterprise Fund tr~nsferred the capital assets of the Solid Waste Management division with a net book value of $1 1,335 
to the County's general government. 

Wostcwatcr Managcmcnt Entcrprisc Fund convcycd thc long-tcrm liabilities of thc Solid Wastc Managcmcnt division in thc amount of $15,780 to 
the County's general go\*ernment. 

Other Enterprise Funds disposed of capit:il assets with a net book value of $2 

Internal Service Funds sold assets with a net book value of S241, resulting in a gain on disposal of $34. 

lntcrnal Scrvicc Funds had unpaid transfers of $304 at ymr-cnd 

Internal Service Funds transkrred $5 of completely depreciated capital assets to, and received $I I of completely depreciated capital assets from, the 
County's general capital assets. 

See Notes to the Financial Statements 
39 



PIMA COUNTY 
STATEMENT OF FIDUCIARY NET ASSETS 

FIDUCIARY FUNDS 
June 30,2006 
(in thousands) 

Exhibit A - 10 

ASSETS 
Cash and cash equivalents 
Interest receivable 
Due from other governments 

Total assets 

LIABILITIES 
Employee co~npensation 
Due to other governments 
Deposits and rebates 

Total liabilities 

NET ASSETS 
Held in trust for pool participants 

Investment 
'I'rust Agency 
Funds Funds 

See Notes to the Financial Statements 
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PIMA COUNTY 
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS 

FIDUCIARY FUNDS 
For the Year Ended June 30,2006 

(in thousands) 

Exhibit A - 1 1 

Investment 
Trust 
Funds 

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 1,2005 

Net assets held in trust June 30,2006 

See Notes to the Financial Statements 
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PlMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - Summary of Significant Accounting Policies 

The accounting policies of Pima County conform to generally accepted accounting principles applicable to 
governmental units ~ldopted by the Governmental Accounting Standards Board (GASB). 

A. Reporting Entity 

The County is a general-purpose local government that is governed by a 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 County's 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 a 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 a June 30 year-end. 

The Pima County Stadium District, a 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 a 
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 1, 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 a special revenue fund (blended co~nponent 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 a 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 a nonprofit corporation, which manages and maintains the 
fairgrounds owned by the County and conducts an annual fair and other events at the fairgrounds. The 
Commission's 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 a 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 8570 1. 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - Summary Of Significant Accounting Policies (continued) 

Related Organization 

The Industrial Authority of Pima County (Authority) is a 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 Authority's Board of 
Directors. The Authority's 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 tinancial statements include both government-wide statements and fund-based financial statements. 
The government-wide statements focus on the County as a 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 a statement of net assets and a statement of activities. These statements report the 
tinancial 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. 

A statement of activities presents a comparison between direct expenses and program revenues for each 
function of the County's governmental activities and segment of its business-type activities. Direct expenses 
are those that are specifically associated with a program or function and, therefore, ore clearly identifiable to a 
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 County's 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 a 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 a proprietary fund's principal ongoing operations. All revenues and expenses not meeting this 
definition are reported as nonoperating revenues and expenses. 



PlMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - Summary Of Significant Accounting Policies (continued) 

The County reports the following major governmental funds: 

The General Fund is the County's primary operating fund. It ~~ccounts  for all financial resources of the 
general government, except those required to be accountecl 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 
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 a cost-reimbursement basis. 
These funds account for fleet maintenance and operation, insurance, printing and graphic services, and 
telecomnunications 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 



PlMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - 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 County's 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 a 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 County's 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: 

SFC's financial statements are presented using the economic resources measurement focus and the accrual 
basis of accounting. The Commission's 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 a 
maturity period of 3 months or less when purchased to be cash equivalents. All investments are stated at fair 
value. 

If an individual fund has a 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: 

SFC's 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 a fund balance reserve to indicate that they d o  not constitute 
"available spendable resources." These inventories are stated at cost using the first-in, first-out method or 
average cost method. 



PIMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - 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. A 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 
Threshold Method 

Estimated 
Useful Life 

Land All NIA NIA 

Land improvements All Straight Line 20 to 30 Years 

Buildings and building $100 
improvements 

Straight Line 10 to 50  Years 

Equipment $ 5  Straight Line 4 to 25 Years 

Fleet service vehicles $ 5  Units of Production based on 5 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 3 to 40 years. 



PlMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 1 - 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. Cornpensated Absences 

Compensated absences consist of vacation leave and a 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 a liability in the financial statements. 

Employees may accumulate a 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 a predetermined conversion basis. An estimate of 
those retirement payouts is accrued as a liability in the government-wide financial statements. 

Note 2: 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 1, 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 a useful life of 30 years. 

The following summarizes the restatement for infrastructure: 

Governmental Activities 

Net assets - June 30, 2005, as previously reported 
Transportation bridges 
Net assets -July I, 2005, as restated 

Note 3: Cash And Investments 

Primary Government 

The County's 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 Treasurer's 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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Note 3: 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 risk-The State statutes have the following requirements for credit risk; 

I. Commercial paper must be rated PI by Moody's Investors Service or A1 or better by Standard and Poor's 
rating service. 

2. Corporate bonds, debentures, and notes must be rated A or better by Moody's Investors Service or Standard 
and Poor's rating service. 

3. Fixed income securities must carry one of the two highest ratings by Moody's Investors Service and 
Standard and Poor's rating service. If only one of the above-mentioned services rates the security, it must 
carry the highest rating of that service. 

Custodial credit risk-Statutes 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 risk-Statutes do not include any requirements for concentration of credit risk. 

Interest rate risk-Statutes require that public monies invested in securities and deposits have a maximum 
maturity of 5 years and that public operating fund monies invested in securities and deposits have a maximum 
maturity of 3 years. Investments in repurchase agreements must have a maximum maturity of 180 days. 

Foreign currency risk-Statutes do not allow foreign investments. 

Deposits-At June 30, 2006, the carrying amount of the County's deposits was $27,113 and the bank balance 
was $37,291. 

Custodial credit risk-Custodial credit risk is the risk that the County will not be able to recover its deposits 
if a financial institution fails. The County does not have a formal policy with respect to custotiial credit risk. 
As of June 30,2006, $783 of the County's bank balance was exposed to custodial credit risk as follows: 

Uninsured and uncollateralized 
Uninsured with collateral held by the bank's 
safekeeping department 

Total 

Investments-At June 30, 2006, the County's investments consisted of $420,115 invested in marketable 
securities, $194,151 invested in the State Treasurer's Investment Pool, and $911 invested in a 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 Treasurer's Pool. The State Board of 
Investment provides oversight for the State Treasurer's pools. The fair value of a participant's position in the 
pool approximates the value of that participant's pool shares and the participant's shares are not identified with 
specific investments. 
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Note 3: Cash And Investments (continued) 

Credit risk-Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its 
obligations. The County does not have a formal investment policy with respect to credit risk. At June 30, 
2006, credit risk for the County's investments was as follows; 

' Investment Type Rating ~ a t i n g  Agency 
Commercial paper A1 - P1 S & P - Moody's 
Fannie-Mae (Federal National Mortgage 
Association) AAA - Aaa S & P - Moody's 
Freddie Mac (Federal Home Loan Mortgage 
Corporation) AAA - Aaa S & P - Moody's 
Tri-party repurchase agreement Unrated 
State Treasurer's Investment Pool Unrated 
Local governments bonds Unrated 

Total 

Custodial credit risk-For an investment, custodial credit risk is the risk that, in the event of the 
counterparty's 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 County's $615,177 of investments, 100% of the commercial paper, Freddie Mac and Fannie Mae 
discount notes, and tri-party repurchase agreement totaling $420,115 are uninsured and held by the 
counterparty in the County's name. 

Concentration of credit risk-The County has no formal policy with respect to limiting the amount the 
Treasurer may invest in any one issuer. More than 5% of the County's investments were with the Bank of 
America (including the tri-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 risk-Interest rate risk is the risk that changes in interest rates will adversely affect an 
investment's fair value. The County does not have a formal investment policy with respect to interest rate risk. 

As of June 30,2006, the County had the following investments: 

Investment Type 
State Treasurer's Investment Pool 5 
State Treasurer's Investment Pool 7 a. 

Commercial paper 
Fannie Mae (Federal National Mortgage Association) 
Freddie Mac (Federal Home Loan Mortgage Corporation) 
Tri-party repurchase agreement 
Local governments bonds 

Amount 
$103,729 

90,422 
22,894 

178,797 
59.436 

158.988 
91 1 

$615.177 

Weighted Average Maturity 
(Years) 

0.14 
0.10 
0.09 
0.08 
0.09 
0.0 1 
2.50 
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Note 3: Cash And Investments (continued) 

A reconciliation of cash, deposits, and investments to amounts shown on the Statements of Net Assets follows; 
Cash on Amount of Amount of 

hand - devosits investments Totals 

Cash deposits and investments: $ 80 $ 27,113 $615,177 $ 642,370 

Governmental Business-Ty pe Investment Agency 
Activities Aclivities 'rrust Funds Funds Tolals 

Statement of Net Assets: 
Cash and cash equivalents $ 262,933 $ 88,511 $ 236,494 $ 53,521 $ 641,459 
Investments 

Total 

County Treasurer's Irivesttnent Pool-Arizona Revised Statutes require community colleges, school districts, 
and other local governments to deposit certain public monies with the County Treasurer. The County 
Treasurer has a fiduciary responsibility to administer those and the County monies under her stewardship. The 
County Treasurer invests, on a pool basis, all idle monies not specifically invested for a fund or program. In 
addition, the County Treasurer determines the fair value of those pooled investments annually at June 30. The 
County Treasurer's 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 Pool's 
participants. 

The Pool's net assets consist of $178,797 of Fannie Mae, $158,988 of tri-party repurchase agreement, $59,436 
of Freddie Mac, $35,306 of State Treasurer's Investment Pool, $22,894 of commercial paper, and $3,062 of 
cash and are subject to applicable risks as disclosed above. 

A condensed statement of the Pool's net assets and changes in net assets follows: 
Statement of Net Assets 

Net assets held in trust for: 
Internal participants $ 312,41 1 
External participants 

Total Liabilities 
Total net assets held in trust 

Statement of Changes in Net Assets 
Total additions 
Total deductions 

Net increase 
Net assets held in trust: 

July 1 ,  2005 
June 30,2006 

Discretelv Presented Component Units 

Southwestern Fair Commission-At June 30, 2006, the commission's cash and cash equivalents of $1,294 
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 4: Due from Other Governments 

Governmental Activities 

Transportation 
General - Fund 

Fetler;ll governlllent: 

Grants ant1 contributions $ 357 $ 395 
Sure o f  Arizon:~ 

'Paxes and shared revenues 23,125 8.875 
Gr;rnts and contributions 100 

City o f  Tucson 
R e i ~ r ~ b u r s e ~ ~ ~ r n t  for services 1 ,090 

Due frorl~ other xovernilrnts 
K e i r ~ ~ b u n e ~ ~ ~ e n t  for services 297 7 1 

'I'ot;~l due from other governlnents $ 24.869 $ 9.441 

Business-type Activities 
Pima Health 
System and Wastewater 

Services Manaeement 
I:eder;ll governlllent: 

Grants and ~olllributiollh $ 293 
Stste o f  Arizona 

Grants irnd contributions $ 2,843 

Tot;rl d ~ ~ c  from othcr govcrntncnts $ 2,843 $ 293 

Capital 
Projects 
Fund 

Total 
Business-type 

Activities 

Other 
Governmental 

Funds 

Internal Total 
Service Governmental 
Funds Activities 

Note 5: Capital Assets 

Capital asset activity for the year ended June 30. 2006, was as follows: 

Balance 
July 1,2005 Balance 
(as restated) Increases Decreases June 30.2006 

Governmental activities 
Capital assets not being depreciated: 
Land $ 202,408 $ 20,546 $ 222,954 
Construction in progress 117,118 80,508 $ (82.321) 1 15,305 
Total capital assets not betng depreciated 3 19,526 10 1,054 (82,32 1 )  338,259 

C;~pit;ll nssets being depreciated: 
Buildings and improvements 371,874 12,146 384,020 
Infrastructure 8 12,700 76,95 1 889,65 1 
Equipment 79,452 16,593 (232 1) 93,224 
Total capital assets being depreciated 1,264,026 105,690 (232 1) 1,366,895 

* 

Less accumul;~ted depreci;~tion for: 
Buildings and improvements (102,878) (9,37 1) (I  12,249) 
Infrastructure (364,756) (27,225) (391,981) 
Equipment (43,827) (13,216) 2,453 (54,590) 
Total accumulated depreciation (511,461) (49,X 12) 2,453 (558,820) 

Total capital assets being depreciated, net 752,565 55,878 (368) 808,075 
Governmental activities capital assets, net $ 1,072,091 $ 156,932 $ (82,689) $ 1,146,334 
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Note 5: Capital Assets (continued) 

Balance Balance 
July 1,2005 lncreases Decreases June 30.2006 

Business-tv~e activities 
Capital assets not being depreciated: 
Land 
Construction in progress 
Total capital assets not being depreciated 

Capital assets being depreciated: 
Buildings and improvements 
Infrastructure 
Equipment 
Total capital assets being depreciated 

Less accumulated depreciation for: 
Buildings and improvements 
Infrastructure 
Equipment 
Total accumulated depreciation 

Total capital assets being depreciated, net 
Business-type activities capital assets, net 

The July 1, 2005, governmental activities capital asset balance was restated to include recognition of the bridges network 
general infrastructure assets, as explained in Note 2 to the financial statements. The increase to governmental activities capital 
assets include capital assets transferred from the W~istewater Management Enterprise Fund - Solid Waste division with 
acquisition costs of $16,185 and accumulated depreciation of $4,867. 

Depreciation expense was charged to functions as follows: 

Governmental activities 
General government 
Public safety 
Highway and streets 
Sanitation 
Health 
Welfare 
Culture and recreation 
Education and economic opportunity 
Internal service funds 

Total governmental activities depreciation 

Business-type activities 
Pima Health System & Services 
Parking Garages 
Wastewater Management 
Development Services 

Total business-type activities depreciation 



PlMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 5: Capital Assets (continued) 

Ralance 
July 1.2005 Increases Decreases 

Ralance 
June 30.2006 

Discretely presented comuonent unit 
Southwestern Fair Commission (SFC): 
Capital assets being depreciated: 
Buildings and improvements $ 3,654 $ 56 $ (3) $ 3,707 
Equipment 1,492 122 (2) 1,612 
Total capital assets being depreciated 5,146 178 (5) 5,3 19 

Less accumulated depreciation for: 
Buildings and improvements 
Equipment 
Total accumulated depreciation 

Total capital assets being depreciated, net 1,914 (5) 1,909 
SFC capital assets, net $ 1,914 $ (5) $ 1,909 

Note 6: Claims, Judgments And Risk Management 

Pirna County is a defendant in  a number of court actions. In the opinion of County management, the final 
disposition of these actions, if unfavorable, will not have a material effect upon the County's 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 a soil vapor extraction system, a 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. 

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 County's anticipated losses except for 
environmental, unemployment and dental losses. Environmental losses are based on reported claims and the 
County risk manager's 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 6: 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 ~~vailable. Payments for unemployment and dental losses are based on actual claims ~nade. 
The cl:ums liability of $35,508 reported in the Fund at June 30, 2006, is based on estimates of the ultim1te 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 
Claims liability balance-beginning $30,273 $ 25,696 
Current year claims and changes in estimates 12,185 12,925 
Claims payments (6.950) (8,348) 
Claims liability balance-nding $35.508 $ 30.273 

Note 7: Long-Term Liabilities 
The following schedule details the County's long-term liability and obligation activity for the year ended June 
30, 2006. 

Balance Balance Due within 
Julv 1.2005 Additions Reductions June 30,2006 1 sear 

Governmental activities: 
General obligation bonds $ 267,270 $35,960 $ 231,310 $ 32,335 
Plus unamortized deferred arnount 657 49 608 49 
Total general obligation bonds 267,927 36,009 231,918 32,384 

Flood control bonds 3,010 780 2,230 760 

Transportation revenue bonds 137,545 10,710 126,835 1 1,435 
Plus unamorti~ed deferred amount 191 26 165 26 
Total transportation revenue bonds 137,736 10,736 127:OOO 11,461 

Special assessment bonds with 
governmental commitment 1,093 182 911 182 

Loans and Leases: 
Transportation loans payable 1,943 $ 4,836 1,040 5,739 2,025 

Capital leases payable: 
Jail capital lease 30,085 1,750 28,335 1,785 
Less unamortized deferred amount (2,297) (191) (2,106) (192) 
Other capital leases 9 1 23 1 125 197 97 
Total capital leases 27,879 23 1 1,684 26,426 1,690 

Total loans and leases 29,822 5,067 2,724 32,165 3,715 

Reported but unpaid losses (Note 6) 20,842 1 1,872 6,950 25,764 5,507 
Incurred but not reported losses (Note 6) 9,43 1 3 13 9,744 2,046 

Landfill closure and post-closure 16,268 16,268 
care costs (Note 9) 
Total governmental activities 

long -term liabilities $469,861 $ 33,520 $57,38 1 $ 446:000 $ 56,055 
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Note 7: Long-Term Liabilities (continued) 

Balance Balance Due within 
July 1.2005 Additions Reductions June 30.2006 1 year 

Business-type activities: 

Sewer revenue bonds $ 60,075 $ 4,550 $ 55,525 $ 5,570 
Less unamortized deferred amount (4,266) (45 1 ) (3;8 15) 
Total revenue bonds payable 55,809 4,099 51,710 5,570 

Wastewater loans payable 84,232 $1,086 4,95 1 80,367 5,503 
Less unamortized deferred amount (254) (35) (2 19) 
Total loans payable 83,978 1,086 4,016 80,148 5,503 

Landfill closure & post-closure care cost 15,636 15,636 

Contracts and notes 4,852 163 453 4,562 

Total business-type activities 
long-term liabilities $ 160,275 $1,249 $ 25,104 $ 136,420 $1 1,073 

~ i s c r e t e l ~  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, $3,069 from the November 2, 1982 bond election, 
$40,180 from the May 20, 1997, and $476,432 from the May 18, 2004 bond election remain unissued. On 
May 16, 2006 voters authorized $54,000 for building of psychiatric facilities, all of which remain unissued. 

The following table presents amounts outstanding by issue. 

Issue Interest 
Issue - Amount - Rates 

Series of 1998 $42,420 4.40 - 4.60% 
Series of 1999 50,000 5.00 - 5.08% 
Series of 2000 50,000 4.00 - 5.00% 
Series of 2001 Refunding 17,835 4.50 - 5.00% 
Series of 2002 20,000 4.00 - 4.50% 
Series of 2003 50,000 3.25 - 4.25% 
Series of 2004 65,000 3.00 - 5.00% 
Series of 2005 65,000 3.50 - 5.00% 

(3.0. bonds outstanding 
Plus unamortized deferred amount: 

Total G.O. bonds outstanding 

Maturities 
2007- 13 

Outstanding 
June 30,2006 

$ 18,795 
16,l 15 
26,000 
7,610 

10,000 
40,350 
53,615 
58,825 

231,310 
608 

$231.918 
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Note 7: Long-Term Liabilities (continued) 

The following schedule details general obligation bond debt service requirements to maturity at June 30, 2006. 

Year Ending June 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2016 
20 17-2020 

Total 

Princival 
$ 32,335 

25,005 
20,260 
19,790 
17,190 
77,880 
38,850 

$ 231.310 

Interest 
$ 10,028 

8,539 
7,417 
6,503 
5,6 16 

16,740 
2,988 

$ 57.831 

ADVANCED REFUNDINGS O F  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 County's financial statements. At 
June 30, 2006, the following outstanding bonds were considered defeased: 

Outstanding 
June 30.2006 

1979 General Obligation Refunding Bonds $ 1,930 
Series of 1999 $5,785 

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 - 
Issue Interest Outstanding 

Amount Rates Maturities June 30,2006 

Series 2001 Refunding $4,585 4.00 - 4.20% 2007-09 $ 2,230 

The following schedule details flood control bond debt service requirements to maturity at June 30, 2006. 

Year Ending June 30, 
2007 

Total 

Principal 
$ 760 

Interest 
9 1 
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Note 7: Long-Term Liabilities (continued) 

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 County's streets and highways. Of the total alrlount originally authorized, $168,800 from the November 
4, 1997 bond election remains unissued. 

lssue - 
Amount 

Series of 1998 $40,000 
Series of 2002 55,000 
Series of 2003 35,000 
Series of 2005 5 1,200 

Transportation bonds outstanding 
Plus unamortized deferred amount: 

Total transportation bonds outstanding 

Interest Outstanding 
Rates - Maturities June 30.2006 
4.50% 2007-08 $ 8,000 

4.00 - 4.50% 2007- 12 35,735 
3.38 - 4.38% 2007- 18 3 1,900 
3.50 - 5.00% 2007-20 5 1,200 

126,835 
165 

$127.040 

The following schedule details transportation bond debt service requirements to maturity at June 30, 2006. 

Year Ending June 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2016 
201 7-2020 

Total 

Principal 
$ 11,435 

Interest 
$ 5,257 

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. lnterest is payable semiannually and is calculated based on the principal amount of the 
loan outstanding during such period. lnterest 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 Lonn - Ajo $ 3:700 3.23% 2007 $703 
2002 HELP Loan - Shannon 1,400 3.23% 2007 200 
2006 HELP Loan - Alvernon 4,836 3.59% 2007-09 4,836 

Total transportation loans payable $5.73!, 
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Note 7: Long-Term Liabilities (continued) 

The following schedule details transportation loans debt service requirements to maturity at June 30, 2006. 

Year end in^ June 30, 
2007 
2008 
2009 

Total 

Principal 
$ 2,025 

2,714 
1.000 

$ 5.739 

Interest 
$ 169 

I14 
6 1 

$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 
Im~rovement District Amount Rates Maturities June 30,2006 
La Cholla Boulevard $ 1,821 6.50% 2007- 1 1 $oII 

Total special assessment bonds outstanding $911 

The following schedule details special assessment bond debt service requirements to maturity at June 30, 2006. 

Year Ending June 30, 
2007 
2008 
2009 
2010 
201 1 

Total 

Principal 
$ 182 

182 
182 
182 
183 
$911 

Interest 
$ 53 

4 1 
30 
18 
3 
$148 

CAPITAL LEASES 
Governmental Activities 

On February 1, 1997, the County entered into an agreement to sell certain jail facilities and then lease them 
back for a 15-year term. The jail facilities were sold for $34,500, and the proceeds were used to finance the 
construction of the baseball stadium. On September 1, 1999 and October l1 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 
County's 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 $20,091 of buildings and $260 of 
equipment. 



PlMA COUNTY 
Notes to Financial Statements 

June 30,2006 
(in thousands) 

Note 7: Long-Term Liabilities (continued) 

The following schedule details capital lease debt service requirements to maturity at June 30, 2006. 

Governmental Activities: 

Year Endine .Tune 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2016 
2017-2018 

Total 

Buildings Equipment 
Principal Interest Principal Interest 

$ 1,785 $ 1,230 $ 97 $ 6 
1,870 1,139 80 2 
1,965 1,062 20 
2,025 982 
2,125 879 

12,810 2,624 

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 County's wastewater management system. Of the total amount originally authorized, 
$3,943 from the May 20, 1997, and $150,000 from the May 18, 2004 bond election remain unissued. 

Issue Interest 
Issue - Amount Rates 

Series of 1998 $ 29,185 4.00 - 5.50% 
Series 2001 Refunding 19,440 4.00 - 5.40% 
Series 2004 Refunding 25,770 2.63 - 5.50% 

Sewer revenue bonds outstanding 
Less unamortized deferred amount: 

Total sewer revenue bonds outstanding 

Outstanding 
Maturities June 30.2006 

2007- 15 $ 17,655 
2007- 1 5 14,980 
2007- 15 22,890 

55,525 
(3,8 15) 

$51.710 

The following schedule details sewer revenue bond debt service requirements to maturity at June 30, 2006. 

Year Ending June 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2015 

Total 

Interest 
$ 2,573 

2,340 
2,098 
1,816 
1,588 
3,452 

$13.867 
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Note 7: Long-Term Liabilities (continued) 

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 ot 
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 a total of $19,967. Of that amount, as of June 
30,2006, WWM has drawn down $18,538. 

Issue 
Tssue Amount 

1996 Loan Payable $11,313 
1997 Loan Payable 7,500 
2000 Loan Payable 61,180 
2004 Loan Payable 18,538 

Loans payable 
Less unamortized deferred amount 

Total loans payable 

Interest Outstanding 
Rates Maturities June 30,2006 
3.19% 2006- 12 $9,069 
2.95% 2006- 1 1 3,670 
2.20% 2006- 16 49,090 
1.81% 2006-24 18,538 

80,367 
(219) 

$80.148 

The following schedule details loans payable debt service requirements to maturity at June 30. 2006. 

Year Ending June 30, 
2007 
2008 
2009 
2010 
201 1 
2012-2016 
2017-202 1 
2022-2025 

Total 

Principal 
$ 5,503 

5,722 
5,955 
6,3 17 
7,604 

33,623 
1 1,574 
4,069 

$80.367 

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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Note 7: Long-Term Liabilities (continued) 

NOTES PAYABLE 
Component Unit - Southwestern Fair Commission (SFC) 

(Payments made from user charges) 

Southwestern Fair Cormnission has a note payable to Pima County, due in annual install~nents of $50, 
unsecured and non-interest bearing. 

Interest Outstanding 
Descri~tion Rates Maturities June 30,2006 
Pima County None Annual installments until June 2007 $50 

Southwestern Fair Commission's 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 45 

Total $194 

The following schedule details Southwestern Fair Commission's notes payable debt service requirements to 
maturity at June 30, 2006. 

Year Endine June 30, 
2007 
2008 
2009 

Total 

Principal 
$104 

53 
3 
$244 

Interest 
$13 

9 
1 
$21! 

LEGAL DEBT MARGIN 
County General Obligation Bonds 

General obligation debt may not exceed six percent of the value of the County's 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: 

Debt Limit (1 5% of net assessed valuation): 

Amount of debt apulicable to debt limit: 

General obligation bonds outstanding 

Less net assets in debt service fund 
available for payment of general 
obligation bond principal 

Legal debt rnargin available 
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Note 7: Long-Term Liabilities (continued) 

Flood Control General Obligation Bonds 

Flood Control general obligation debt may not exceed five percent of the value of the Flood Control District's 
taxable property as of the latest assessment. Legal debt margin at June 30, 2006, is as follows: 

Net assessed valuation: 

Debt Limit (5% of net assessed valuation): 

Amount of debt auulicable to debt litnit: 

Flood Control general obligation bonds outstanding 

Less net assets in  debt service fund 
available for payment of flood control 
bond principal 

Legal debt margin available 

Note 8: Short-Term Debt 
LINE OF CREDIT 

The County maintains a 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 County's general taxing 
authority. 

July 1,2005 June 30,2006 

Line of credit 
Balance Draws Revavments Balance 

$0 $36,000 $36,000 $0 

Note 9: Landfill Liabilities 

SOLID WASTE LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS 

State and Federal laws and regulations require the County to place a final cover on its solid waste landfill sites 
when these sites stop accepting waste and to perform certain maintenance and monitoring functions at the sites 
for 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 a portion of these closure and postclosure 
care costs as a long-term liability in each period, based on landfill capacity used as of each balance sheet date. 
The $16,268 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 landfill's total estimated 
capacity. The County will recognize the remaining estimated cost of closure and postclosure care of $6,675 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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Note 9: Landfill Liabilities (continued) 

Landfill Site 

Ajo * 
Sahuarita ** 
Tangerine ** 

Capacity Used 
June 30,2006 

Estimated 
Remaining 
Service Life 

17 Years 
3 Years 

* Life extending facility development options are presently being considered for the Ajo Landfill, 
including vertical andlor horizontal expansion. 

*:' The Sahuarita and Tangerine Landfill capacities were adjusted from 5,233,952 cu. yd. and 
5,737,761 cu. yd. at June 30, 2005 to 4,932,103 cu. yd. and 6,484,362 cu. yd. at June 30, 2006, 
respectively. Concurrently, the estimated years of closure were adjusted to 2023 and 2009, 
respective1 y. 

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 Ina 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 $9,011 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 A r i ~ o n a  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 - Pinia County, County Attorney Investigators, are not described due to their relative 
insignificnnce to the County's financial statements. Benefits are established by state statute and generally 
provide retirement, death, long-term disability, survivor, and health insurance prerniuln benefits. 

The ASRS administers a cost-sharing tnultiple-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 5,  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 a common investment and administrative agent, is governed by a five- 
member board, known as The Fund Manager, and 209 local boards according to the provisions of A.R.S. Title 
38, Chapter 5, Article 4. 

The CORP is an agent multiple-employer defined benefit pension plan that covers certain employees of the 
State of Arizona's 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 5, Article 6. 
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Note 10: Retirement Plans (continued) 

Each plan issues a publicly available financial report that includes its financial statements and required 
supplementary information. A report may be obtained by contacting the applicable plan. 

3300 N. Central Ave. 
P.O. Box 339 10 
Phoenix, AZ 850 12-0250 
(602) 240-2000 or 
(800) 62 1-3778 

PSPRS and CORP 

30 10 East Carnelback Road 
Suite 200 
Phoenix? AZ 85016-44 16 
(602) 255-5575 

Funding Policy 

The Arizona State Legislature establishes and may amend active plan members' and the County's 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 County's contributions to 
ASRS for the years ended June 30, 2006, 2005 and 2004 were $17,551, $12,602 and $13,231 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 
nctuarially 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 County's 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 
Amortizi~tion method 
Remaining amortization period 
Asset valuation method 

17.36% 
4.00% 
$4,720 
$4,720 

June 30,2004 
Individual entry age 

8.75% 
6.25% - 9.25% 

5.25% 
Level percent open 

20 years 
smoothed market 

CORP 

6.59% 
8.50% 
$ 1,088 
$ 1,088 

June 30,2004 
Individual entry age 

8.75% 
5.25% - 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 $ 4,720 100% $ 
2005 . 3,325 100% 
2004 2,694 100% 

CORP 2006 $ 1,088 100% $ 
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 County's sewer system are pledged in support of sewer system debt. In addition, debt 
covenants require sewer system revenues, expenses, gains, losses, assets and liabilities to be accounted for 
separately. As a result, condensed financial information for the Fund is presented in the following table. 

CONDENSED STATEMENT OF NET ASSETS 

Wastewater 
Management 
Liquid Waste 

Assets: 

Current assets 
Due from other funds 
Capital assets, net 
Other non-current assets 

Total assets 
Liabilities: 

Current liabilities 
Due to other funds 
Non-current liabilities 

Total liabilities 

Net assets: 
Tnvested in capital assets, net of related debt 
Restricted 
Unrestricted 

Total net assets 
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Note 11: Segment Information (continued) 

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGE IN NET ASSETS 

Operating revenues/(expenses): 
Charges for services 
Depreciation expense 
Other operating expenses 

Operating loss 

Non-operating revenues/(expenses): 
Sewer connection revenue 
Other non-operating revenues 
Interest expense 
Loss on disposal of capital assets 
Other non-operating expenses 
Capital contributions 
Transfers out to other county funds 

Change in net assets 

Beginning net assets 

Wastewater 
Management 
Liauid Waste 

Ending net assets $505.663 

CONDENSED STATEMENT OF CASH FLOWS 

Net cash provide by: 
Operating activities 
Non-capital financing activities 
Capital and related financing activities 
Investing activities 
Net increase 
Beginning cash and cash equivalents 
Ending cash and cash equivalents 
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Note 12: Interfund Transactions 

Interfund AssetsILiabilities 

Due from / Due to Other Funds are used to record loans or unpaid operating transfers between funds. 

Amounts recorded as due from: 

General 

T~anbpoliation 

-$ Gpirai projects 

Other CiovernmentaJ 
0 

Pinw Health System & Services 

Wustewater Management 

Y Other Enterprise 

2 Internal Service 
B 4 Total 

Transfers 

Transfers are used to record transactions between individual funds to subsidize their operations and fund debt 
service payments and capital construction projects. 

Anmunls recorded as transfern out: 

2 ~enernl $ 130 $ 3,433 $ 3,563 
1 2 Transportation % 22 22 

C;lpitalt?-ojsts 7.000 10.529 17.5B 

S Other Governmental $ 15.580 17.787 1.178 4,289 38.834 
I 2 Internal Service 626 626 

Toral $ l6.2M $ 24.917 S 15,140 $ 4.31 1 $ 60,574 

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 a 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 
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Note 13: Construction and Other Significant Commitments 

A t  June 30, 2006, Pima County had the following major contractilal commitments related to Facilities 
Management, General Government, Pima Hcalth Systems and Services, Transportation and Wastewater 
Management. 

Facilities Management 
At June 30, 2006, the Pima County Facilities Management Department had construction contractual 
commitments of $4,143. Funding for these expenditures will be provided from general obligation bonds. 

General Government 
At June 30, 2006, Pitna County had contractual co~nrnitlnents related to service contracts for Human Resources 
of $45,530, Institutional Health of $105,859 and Risk Management of $I ,  I6  I .  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 $1 19,146. Funding for these expenditures will be primarily provided from federal and 
state funding sources. 

Trans~ortation 
At June 30, 2006, the Pima County Transportation Department had construction contractual commitments of 
$21,263 and other contractual commitments related to service contracts of $7,871. 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 $8,306. 

Overatin2 Lenses 
The County enters into operating leases for various equipment and office space. These leases are entered into 
with the provision that they rnay be canceled at the end of each fiscal year if future funding is not provided. 
Accordingly, these leases totaled $3,550 for the year ended June 30,2006. 

Note 14: Stewardship, Compliance, and Accountability (Deficit Fund Balances) 

The Special Revenue Grants fund (a non-major governmental fund) had a 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 4 to 9 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 
2008 
2009 
2010 
201 1 
2012-2015 

Total minimum lease payments 

Note 16: Subsequent Events 

On July 1, 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 $6,000, $4,000 and $2,000 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 1, 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 G 

SUMMARY OF RESOLUTION NO. 1991-138 (AS AMENDED AND 
SUPPLEMENTED) AUTHORIZING THE ISSUANCE 

OF SEWER REVENUE BONDS 

The following is a summary of certain provisions of Resolution No. 1991-138, authorizing the 
issuance of the Sewer Bonds, which was adopted by the County Board of Supervisors on June 18, 1991 and 
amended on August 6, 1991 and as supplemented by the adoption of the authorizing resolution for the Sewer 
Revenue Bonds, Series 2007 (the "Sewer Bond Resolution"). The summary does not purport to be a full 
statement of the terms of the Sewer Bonds Resolution and, accordingly, is qualified by reference hereto and is 
subject to the full text thereof. 

Aut-. The Bonds authorized herein are issued pursuant to A.R.S. Section 1 1-264.01. The Sewer 
Resolution will stay in full force and effect until all Bonds are fully paid or provided for and all Policy Costs have 
been paid. 

''Accreted - with respect to Parity Bonds, which are Capital Appreciation Bonds, as of the 
calculation date, the initial principal amount plus interest then accrued thereon compounded at the interest rate 
thereof on the stated dates set forth in the resolution authorizing such Capital Appreciation Bonds. 

''AgmmXW" - any Reserve Fund Guaranty Agreement. 

"Asr;umedl - with respect to Variable Rate Obligations only, an interest rate at the 
computation date computed to be the lesser of (i) the maximum rate which Bonds of such series may bear under 
their terms or (ii) the rate of interest then established for long-term bonds by the 30-year revenue bond index 
published by The immediately prior to the computation date. 

' 6  Average' - at computation, the average of each Bond Year's aggregate scheduled 
Bond principal (including mandatory redemptions) and interest requirements (with Variable Rate Obligations 
bearing interest at the Assumed Interest Rate). 

''Ehui" - the County's Board of Supervisors. 

<<ROndInq(lrer)) - an issuer of a Municipal Bond Insurance Policy pertaining to any of the Bonds. 

''l3,QU&" - the Series 1991 Bonds and all Parity Bonds (including the Series 2007 Bonds). 

"Bond - the one-year period commencing each July 2 and ending on the next forthcoming July 1.  A 
Bond Year shall correspond to the Fiscal Year beginning on July 1 of the same year and ending on June 30 of the 
next year. 

'6 . . . 7' - a Parity Bond the interest component of which is compounded semiannually 
on stated dates until maturity or until such Capital Appreciation Bond is converted to a Bond paying interest 
semiannually, if so permitted or required. 



"-' - the difference between (i) the total amount due on any of the Bonds' principal or interest 
payment dates and (ii) the amount then in the Bond Fund (which amount shall not include payments made pursuant 
to a Municipal Bond Insurance Policy or a Reserve Fund Guaranty but shall include all moneys transferred from the 
Reserve Fund to the Bond Fund or available in  the Reserve Fund for such transfer). 

''m' - any amount drawn by the Paying Agent under any Reserve Fund Guaranty. 

" ~ n w n  Date" - the date of any Drawdown. 

''LUX" - the Depository Trust Company, the depository for the Book-Entry Bonds. 

6' . Finance' - the person or persons employed by the County who is responsible for the management 
or supervision of the County's financial matters, including bond transactions. 

'4 . Fll;cal- the twelve month period beginning each July 1 and ending on the next June 30. 

Service" - at the time of computation, the greatest scheduled Bond principal 
(including mandatory redemptions) and interest requirements (with Variable Rate Obligations bearing interest at the 
Assumed Interest Rate) occurring in the then-current, or any subsequent, Bond Year. 

‘i -' . .  - any insurance policy insuring the payment of principal of and interest 
on any Bonds. 

''- - those Revenues remaining after deducting Operating Expenses. 

Oneratlng' - the costs of System operation, maintenance, and repair but excluding depreciation 
and payments into the Bond, Reserve, Reimbursement and Rebate Funds. 

"M' - any person registered as the owner of any Bond (for Book-Entry Bonds - DTC or any successor 
depository). 

" . - any additional Bonds (including the Series 2007 Bonds, the Sewer Improvement and 
Refunding Revenue Bonds, Series 1998, the Sewer Revenue Refunding Bonds, Series 2001, the Sewer Revenue 
Refunding Bonds, Series 2004, and the Series 2007 Bonds and the Loan Agreements between the Water 
Infrastructure Finance Authority of Arizona and the County, as borrower, dated February 1,  1996, June 1, 1997, 
October 27, 2000, as amended, and May 1 1 ,  2004, as amended), issued or incurred on a parity with the Series 199 1 
Bonds. 

C&" - the amount necessary to reimburse a Reserve Fund Guarantor for any Drawdown pursuant 
to an Agreement including the Drawdown amount (and the Reserve Fund Guarantor's expenses) plus interest at the 
Reimbursement Rate until paid. 

t Perind" - for any Drawdown, the period from the Drawdown Date to the first anniversary 
of such Drawdown Date. 

" . Relmblrrsement' - the rate of interest to be paid by the County pursuant to the respective Agreement 
to pay a Reserve Fund Guarantor after a Drawdown. 

''Reserve' - with respect to any series of Bonds, the issuer of a surety bond, letter of credit, 
line of credit or insurance policy used as a Reserve Fund Guaranty, if issued by an entity whose Guaranty will not 
adversely affect the Bonds' then-current rating. 



''Resave F u d l h m @ Y '  - any irrevocable surety bond, letter of credit or line of credit or insurance policy 
issued by a Reserve Fund Guarantor and used as a reserve fund guaranty hereunder. 

"-- the value of moneys and investments credited to the Reserve Fund plus the 
aggregate penal sum of all Reserve Fund Guaranties. 

is rve R e '  - initially, Average Annual Debt Service on all Outstanding Bonds, which amount 
shall be adjusted upon the issuance of Parity Bonds to equal Average Annual Debt Service immediately after such 
issuance or the maximum amount the Reserve Fund is then permitted to increase under Section 148 of the Internal 
Revenue Code. 

''Reymm" - all income, moneys and receipts derived from System ownership, use and operation; 
however, the term Revenues shall not include Bond proceeds or the interest received on any Bond proceeds placed 
in trust to pay any Bonds or retained in either the Construction or System Development Funds, nor any amounts 
received by the County for which it is contractually obligated to pay out as reimbursement for acquisition, 
construction or installation of system facilities. 

ands" - the $50,000,000 principal amount of Sewer Revenue Bonds, Series 2007, of the 
County, dated January I, 2007. 

''System" - the County's entire sewer system and all acquisitions, improvements and extensions added 
thereto while any Bonds are Outstanding. 

6' . . . 
-' - any Parity Bonds which may, in the future, bear interest at rates which 

cannot be determined with specificity on their original issue date. 

A. The Bonds shall be payable solely from the Net Revenues. The Bonds shall be equally and ratably 
secured by a pledge thereof and lien thereon without priority one over the other. 

B. The Bonds are special obligations payable solely from the Net Revenues and secured in 
accordance with this resolution. The Net Revenues are pledged as security for the Bonds. All Net Revenues shall 
be immediately subject to the pledge of this resolution and the lien of this pledge shall be valid and binding. 
Nothing contained in this section shall limit the authority granted herein to issue Parity Bonds. 

C n v w .  The County covenants and agrees with the Owners that it will establish and maintain 
System charges sufficient to pay all Operating Expenses and produce aggregate Net Revenues in each Fiscal Year 
equal to at least 120% of the principal and interest requirements on all Outstanding Bonds for the corresponding 
Bond Year (treating Variable Rate Obligations as bearing interest at the Assumed Interest Rate and Bonds subject to 
mandatory redemption as maturing on their respective mandatory redemption dates) and said rates, fees and other 
charges shall also be established and maintained at rates sufficient to provide an amount of Net Revenues for the 
then current fiscal year which, net of the aggregate amounts required to be deposited to the Bond Fund during such 
fiscal year, will be sufficient to provide at least one hundred percent (100%) of the County's Policy Costs due and 
owing in such Fiscal Year. 

A. The County Treasurer shall create the following special funds and accounts: 

1 .  The Revenue Fund. 

2.  The Operation and Maintenance Fund. 



3. The Bond Fund. 

4. The Reimbursement Fund. 

5 .  The Reserve Fund containing separate accounts: the Capitalized Reserve Account and 
the Contributed Reserve Account. 

6. The Rebate Fund. 

7. The System Development Fund. 

8. The Construction Fund. 

B. All Revenues shall be deposited in the Revenue Fund and disbursed only as follows: 

1 .  -. First, to the Operation and Maintenance Fund, by the 
tenth day of each month, an amount sufficient to pay the month's Operating Expenses; such Fund shall be 
used only to pay Operating Expenses. The County may accumulate therein equitable allowances for 
accruals and accumulations to cover periodic Operating Expenses, including insurance premiums and 
expenditures for renewals, replacements and repairs normally classified as Operating Expenses. Where the 
County purchases items such as insurance, gasoline and electrical energy at large, it may allocate to the 
System only its share of such expenditure. 

2. Rnnd. Second, to the Bond Fund: 

(a) Commencing the tenth day of the month immediately succeeding the date of 
delivery of the Series 2007 Bonds through the next June 10 or December 10, as applicable, such 
amount necessary to allocate equally among such months, the interest due (net of accrued interest 
on the Series 2007 Bonds) on the next July 1 or January 1 ,  as applicable, and thereafter on the 
tenth day of each month one-sixth (116) of the interest becoming due on the next interest payment 
date on all Bonds Outstanding; and 

(b) Commencing the tenth day of the month immediately succeeding the date of 
delivery of the Series 2007 Bonds through the next June 10 such amount necessary to allocate 
equally among such months the principal due on the next July 1, and thereafter on the tenth day of 
each month one-twelfth (1112) of the principal amount becoming due on the next principal 
payment date on all Bonds Outstanding. 

The Bond Fund shall be a trust fund used solely to pay Bond principal and interest. 

When Parity Bonds are issued, Bond Fund deposits shall be expanded to satisfy all additional or modified 
debt service requirements. 

3. Reimbursement. Third, if a Drawdown occurs, deposit to the Reimbursement Fund 
commencing the tenth day of the first month following a Drawdown and each month thereafter for the next 
succeeding 1 1  months, or until the Reimbursement Fund contains amounts sufficient to reimburse all 
Policy Costs, an amount equal to at least one-twelfth (1112) of such Policy Costs. The Reimbursement 
Fund shall be used only to pay Reserve Fund Guarantors' Policy Costs. 

If the County fails to pay any Policy Costs, the Reserve Fund Guarantor(s) may exercise all remedies 
available to the Owners at law or under this resolution or to any Reserve Fund Guarantor under any Agreement 
other than (i) acceleration of the Bonds or (ii) remedies adversely affecting the Owners' rights. 



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

4. Beserve Fund. Fourth, by the tenth day of each month, to the Reserve Fund the amounts 
required by Section 13(A)(4)(ii) of Resolution No. 1991-138, if applicable, or one-twelfth (1112) of the 
amount required to restore the Reserve Fund to the Reserve Requirement after a Reserve Fund withdrawal. 

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

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

(b) If the Deficiency is not then cured, the Paying Agent shall deliver a Drawdown 
request to each Reserve Fund Guarantor. 

Drawdowns and Reserve Fund proceeds shall be used solely to pay Bond principal and interest then due. 

Reserve Fund moneys used to pay such principal and interest shall be replaced from the first Revenue Fund 
moneys thereafter received which are not required to be transferred to the Operation and Maintenance, Bond or 
Reimbursement Funds. 

The two Reserve Fund accounts are created to segregate Reserve Fund moneys and investments for 
arbitrage rebate purposes. All Reserve Fund deposits made from Net Revenues or other available moneys of the 
County shall be deposited in the Contributed Reserve Account. All Bond proceeds deposited to the Reserve Fund 
shall be deposited in the Capitalized Reserve Account. 

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

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

6. System DevehpmemtFund. Sixth, any Revenue Fund moneys exceeding those 
necessary to meet the above requirements shall be deposited in the System Development Fund. The 
System Development Fund may be used (without priority): ( 1 )  for System extensions and betterments; (2) 
for unbudgeted maintenance and operation expenses; (3) to redeem Bonds subject to optional redemption 
or to purchase Bonds in the open market; (4) to pay general obligation bonds issued by the County for 
System purposes; (5) to make loans to the County under equitable terms prescribed by the Board; or 
(6) any lawful System purpose. 

7. neficienciea. If in any month the Revenue Fund is insufficient to make the required 
deposits to any Fund in any month, the insuff~ciency shall be made up in the following month or months 
after payment into all Funds enjoying a prior claim to the Revenues have been met in full. 

8. investment. Money on deposit in the Revenue, Operation and Maintenance, 
Bond, Reserve, Reimbursement and Rebate Funds may be invested in Permitted Investments. All income 
derived therefrom shall be Revenues and shall be deposited in the Revenue Fund. Such investments shall 
be liquidated as needed and applied to the purpose for which the respective Fund was created. Moneys in 
the Construction and System Development Funds may be invested in any lawful investment. At the option 
of the Finance Director, income derived from Construction Fund investments shall be either retained in the 
Construction Fund or deposited to the Revenue Fund. 



-. The County covenants and agrees with each Owner that it will: 

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

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

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

D. Keep proper books and accounts for the System, which shall be audited after each Fiscal Year in 
accordance with generally accepted governmental accounting practices; the County will furnish copies of such 
audits to any Owner upon request, no later than one hundred eighty (1 80) days after the end of each Fiscal Year; 

E. Faithfully and punctually perform all its legal duties concerning the System; 

F. Not sell, lease, mortgage or in any manner dispose of the System or any part thereof until all 
Bonds have been paid or provided for in full. This covenant shall not prevent the disposition of inexpedient 
property. All proceeds from such disposition shall be deposited in the Revenue Fund; 

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

H. To the extent allowed by law, discontinue the service to any premises for which the owner or 
occupant thereof shall be delinquent in the payment of System charges beyond the period allowed by County policy 
and not resume service until all delinquent charges, with interest and penalties, shall have been paid; 

I. Duly pay and discharge all taxes, assessments or other governmental charges lawfully imposed 
upon the System, or upon any Revenues when due, as well as any lawful claims for labor, materials and supplies 
which might by law become a lien on the System, or the Revenues, or impair the security of the Bonds; 

J. Deposit the net proceeds realized from any eminent domain proceeding concerning the System in 
the Revenue Fund: 

K. To the extent allowed by law, refuse to grant any franchise or permit for any competing sewer 
system operation in the County. 

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

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

o f  O w w .  Any Owner may by suit, in any court of competent jurisdiction protect the lien on 
the Net Revenues, enforce performance of all duties imposed hereby or for the appointment of a receiver. Except 
the giving of notice of default to bondholders, the Bond Insurer shall be deemed to be the sole holder of the Bonds it 
has insured for so long as it has not failed to comply with its payment obligations under the Bond Insurance Policy. 



If any default occurs in the payment of principal of or interest on any Bonds, a court may appoint a 
receiver to administer the System and charge and collect sufficient fees to pay Operating Expenses and make all 
payments to the Bond, Reimbursement and Reserve Funds required hereunder. 

For all purposes in exercising remedies, except the giving of notice of default to Bondholders, the Bond 
Insurer of each series of Bonds shall be deemed to be the sole holder of the Bonds it has insured for so long as it has 
not failed to comply with its payment obligations under the Bond Insurance Policy. 

The Bonds shall each enjoy complete parity of lien on the Net Revenues. 

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

1 .  The Net Revenues for the completed Fiscal Year immediately preceding the Parity 
Bonds' issuance must have been at least equal to one hundred twenty percent (120%) of Maximum Annual 
Debt Service immediately after such issuance and said Net Revenues must also have been sufficient to 
provide an amount of Net Revenues for the then current fiscal year which, net of the aggregate amounts 
required to be deposited to the Bond Fund during such fiscal year, will be sufficient to provide at least one 
hundred percent (100%) of the County's Policy Costs due and owing in such Fiscal Year as shown by a 
Finance Director's certificate. The computation of Net Revenues may additionally include: (i) if Parity 
Bond proceeds are to be expended to acquire existing sewer properties, the net revenues which would have 
been derived from such properties during the entire immediately preceding Fiscal Year; (ii) if during such 
preceding Fiscal Year the County has acquired existing sewer properties, the net revenues which would 
have been derived from the operation of such sewer properties during such Fiscal Year had such sewer 
properties been acquired and operating throughout such Fiscal Year; and (iii) if any System rate increase 
occurred during such preceding Fiscal Year, the increased Net Revenues which would have been received 
if such increase had been in effect throughout such Fiscal Year; in each case such additions to Net 
Revenues must be estimated by an engineer or engineering firm having a wide and favorable reputation in 
respect to such matters; 

2. The payments into the various Funds must be current at such Parity Bonds' issuance; 

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

4. The Reserve Fund Value shall be increased at the Board's option, by: (i) the immediate 
deposit of Parity Bond proceeds or available moneys to the Reserve Fund or the immediate delivery of a 
Reserve Fund Guaranty, or any combination thereof in order for the Reserve Fund Value to equal or 
exceed the Reserve Requirement immediately after such Parity Bonds' issuance or (ii) deposits of Net 
Revenues to the Reserve Fund in approximately equal monthly installments so that the Reserve Fund Value 
will equal or exceed the increased Reserve Requirement not later than five years following such Parity 
Bonds' issuance; or (iii) any combination of such methods. 

Q. The provisions of this resolution are deemed incorporated into 
the Bonds themselves and no change, variation or alteration of any kind in the provisions hereof shall be made in 
any manner, except as provided hereafter. 



A. Without the consent of or notice to any Owner, this resolution may be modified for one or more of 
the following purposes: 

(1) To cure any ambiguity, formal defect, omission or inconsistency; 

( 2 )  To grant to the Owners additional rights, remedies, powers or authority; 

(3) To secure additional Revenues or provide additional security or reserves for Bond 
payment; 

(4) To comply with any federal securities laws or the Trust Indenture Act of 1939, if and to 
the extent applicable to the Bonds; 

(5) To permit, preserve or continue (in the event of a change in federal income tax laws (the 
"Code") which requires a Supplement in order to continue such exclusion) the exclusion of the interest 
income borne on the Bonds from gross income or the exemption from State income taxes and to preserve 
the power of the County to continue to issue bonds or other obligations (specifically not limited to the 
Bonds authorized under the Sewer Bond Resolution) the interest income on which is likewise excluded 
from gross income and exempt from State income taxes. 

B. Except as provided in (A) above, the Owners of fifty-one percent (51%) in aggregate principal 
amount of the Bonds then Outstanding (treating Capital Appreciation Bonds at their then Accreted Value) shall 
have the right to consent to and approve modifications to any terms or provisions herein but no such modification 
may: 

1 .  Change the maturity of any Outstanding Bond. 

2. Change the interest rate on any Outstanding Bond. 

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

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

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

C. Any other provision to the contrary notwithstanding, no amendment to the Sewer Resolution shall 
become effective unless and until it is approved by all Bond Insurers and Reserve Fund Guarantors applicable to the 
Bonds. 

A. If any Bond's principal or interest shall be paid by a Reserve Fund Guarantor, (i) the pledge of the 
Net Revenues and all of the County's obligations hereunder shall continue and such Reserve Fund Guarantor shall 
be fully subrogated to all rights of the Owners of the Bonds so paid. 

B. For all purposes hereunder, the County may treat a Bond Insurer's consent as the consent of the 
Owners of any Bonds then insured by such Insurer, if said Insurer's credit rating is then in one of the two highest 
grades announced by one of the two most widely recognized rating agencies then rating municipal bond credits. 



nf V a l u a t i o n : .  In computing the amount in any fund or account, Permitted Invest- 
ments shall be valued at their market value exclusive of accrued interest. A valuation shall occur annually on the 
first Business Day of each Bond Year and immediately after a Reserve Fund withdrawal. 

Defeasance. Payment of all or any part of the Bonds may be provided for by the irrevocable deposit with a 
trustee of moneys or Government Obligations, or both. If the moneys and the maturing principal and interest 
income on such Government Obligations shall be sufficient, as evidenced by a certificate of an expert in the field, to 
pay when due the principal or redemption price of and interest on such Bonds, such Bonds shall no longer be 
deemed Outstanding. The Owners of Bonds so provided for shall thereafter be entitled to payment only from the 
moneys or Government Obligations deposited with such trustee. 
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APPENDIX H 

$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

CONTINUING DISCLOSURE UNDERTAKING 
FOR THE PURPOSE OF PROVIDING 

CONTINUING DISCLOSURE INFORMATION 
UNDER SECTION (b)(5) OF RULE 15~2-12 

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 $50,000,000 aggregate principal amount of 
Sewer Revenue Bonds, Series 2007 (the "Bonds"). 

In connection with the Bonds, the County covenants and agrees as follows: 

1. -. 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. nefinitions. The terms set forth below shall have the following meanings in this Undertaking, 
unless the context clearly otherwise requires. 

"Annual Information7' means the financial information and operating data set forth in Exhihit. 

"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 Exhihit. 

"Bond Resolution" means, together, Resolution No. 1991-138 adopted by the Board of 
Supervisors of the County on June 18, 199 1, as supplemented and amended, including a supplemental 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 a written acceptance of such designation, and such agent's 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 . . Exhlhlt 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 
NRMSlRs are: 

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) 346-070 1 
Fax: (20 1 ) 947-0 107 
E-mail: nrmsir@dpcdata.com 

FT Interactive Data 
Attn: NRMSIR 
I00 William Street, 1 5 ' ~    lo or 
New York, New York 10038 
Phone: (2 12) 77 1-6999; 800-689-8466 
Fax: (2 12) 77 1-7390 
E-mail: NRMSIR@interactivedata.com 

Standard & Poor's Securities Evaluations, Inc. 
55 Water Street, 45th Floor 
New York, New York 10041 
Phone: (2 12) 438-4595 
Fax: (2 12) 438-3975 
E-mail: nrmsir-repository@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 15~2-12 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 4 ,5 ,6  and 7 hereof. 

"Underwriter" includes each broker, dealer or municipal securities dealer acting as an underwriter 
in the primary offering of the Bonds. 

3. CI JSIP N u m h e r / F i n a l .  The base CUSIP Number of the Bonds is 721 876. The 
Final Off~cial Statement relating to the Bonds is dated January 16,2007. 



4. . Subject to Section 9 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 NRMSlRs 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 lnformation can no longer be generated because the operations to which 
it is related have been materially changed or discontinued, the County will disseminate a statement to such effect as 
part of its Annual lnformation 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 a narrative description of the reasons for such amendment and its impact on the 
type of information being provided. 

5 .  al Even-. Subject to Section 9 of this Undertaking, the County hereby 
covenants that it will disseminate in a timely manner notice of occurrence of a Material Event to each NRMSIR, or 
to the MSRB and to the SID, if any. 

6. I U y t o p I a t e  NRMSIRs/Sln. The County shall determine, in the manner it deems appropriate, 
the names and addresses of the then existing NRMSlRs and SID each time it is required to file information with 
such entities. 

7. s of Failure of the C m  to Prov~de -. The County shall give notice in a 
timely manner to each NRMSIR, or to the MSRB and to the SID, if any, of any failure to provide Annual 
lnformation Disclosure when the same is due hereunder. 

In the event of a 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. A 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. of Disclosure. Notwithstanding the provisions of Sections 4, 5 and 7 requiring 
that the County file its Annual lnformation 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 (a "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: (5 12) 476-6403 

9. 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: 

(a) The amendment is made in connection with a change in circumstances that arises from a 
change in legal requirements, change in law, or change in the identity, nature, or status of the County, or type of 
business conducted: 



(b) , 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 

(c) The amendment does not materially impair the interests of the beneficial owners of the 
Bonds, as determined by an independent counsel or other entity unaffiliated with the County. 

10. N & A G V  . . . 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 a failure by the County to comply with its covenants under this Undertaking due to a failure to appropriate the 
necessary funds, the County covenants to provide prompt notice of such fact to each NRMSIR and the SID. 

. . 
1 1 .  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 a timely manner if this Section is applicable to each 
NRMSIR, or to the MSRB, and to the SID, ifany. 

12. 
. . -. The County may, from time to time, appoint or engage a Dissemination 

Agent to assist it in carrying out its obligations under this Undertaking, and may discharge any such Dissemination 
Agent, with or without appointing a successor Dissemination Agent. 

13. 
. . Addltlonal. 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 a 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 a Material Event. 

14. 
. . Beneficlanes. 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. -. 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. -. This Undertaking shall be governed by the laws of the State. 

PlMA COUNTY, ARIZONA 

By: 
Thomas Burke 

Date: January 25, 2007 
Finance and Risk Management Director 



EXHIBIT I 

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 in Appendix A in the tables entitled 
"PIMA COUNTY, ARIZONA SUMMARY OF WASTEWATER USERS FEES," PlMA COUNTY, ARZIONA, 
SUMMARY OF USER FEES REVENUES," PlMA COUNTY, ARIZONA, CONNECTION FEE REVENUES," 
PlMA COUNTY, ARIZONA, REVENUES FROM OTHER FEES AND CHARGES" and "PIMA COUNTY 
WASTEWATER MANAGEMENT DEPARTMENT COMPARATIVE STATEMENTS OF SYSTEM 
REVENUES, EXPENDITURES AND NET REVENUES AVAILABLE FOR DEBT SERVICE. 

All or a portion of the Annual Financial lnformation 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 a 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 lnformation 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 
1, 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 lnformation 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 lnformation is filed, or if not available when such Annual Financial lnformation 
is filed, within 30 days after availability to  the County. 

If any change is made to the Annual Financial lnformation as permitted by Section 4 o f  this Undertaking, 
the County will disseminate a notice of such change as required by Section 4, including changes in Fiscal Year or 
GAAP. 



EXHIBIT I 1  

EVENTS FOR WHICH NOTICE O F  OCCURRENCE O F  
MATERIAL EVENTS IS REQUIRED 

Principal and interest payment delinquencies 
Non-payment related defaults 
Unscheduled draws on debt service reserves reflecting financial difficulties 
Unscheduled draws on credit enhancements reflecting financial difficulties 
Substitution of creditor liquidity providers, or their failure to perform 
Adverse tax opinions or events affecting the tax-exempt status of the Bonds 
Modifications to the rights of holders of the Bonds 
Bond calls 
Defeasances 
Release, substitution or sale of property securing repayment of the Bonds 
Rating changes 



APPENDIX I 

SPECIMEN MUNICIPAL BOND INSURANCE POLICY 
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ASSURANCE@ 

portion of the principal 

Day; otherwise, it will 
received by Financial 

I Security for purposes 

e Bond, any appurtenant coupon to 
nterest on the Bond and shall be fully 

of this Policy. "Business Day" means any day other than (a) a 
ich banking institutions in the State of New York or the Insurer's 

r date on which payment is due by reason of call for redemption (other than by 
fund redemption), acceleration or other advancement of maturity unless Financial 

include, in respect of a Bond, any payment of principal or interest that is Due for Payment 
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FINANCIAL SECURITY ASSURANCE INC. 

Authorized Officer 

(212) 826-0100 ancial Security Assurance Holdings Ltd. 
New York, N.Y. 10022-6022 



$50,000,000 
PINIA COUNTY, ARIZONA 
SEWER 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 1, 
2007 (the "Agreement"), between Pima County, Arizona (the "County"), and The Bank of New 
York Trust Company, N. A. (the "Registrar"), 

WITNESSETH 

WHEREAS, the County proposes to issue its Sewer Revenue Bonds, Series 2007, in the 
aggregate principal amount of $50,000,000 (the "Bonds"); and 

WHEREAS, the Bonds will be issued in h l ly  registered form; and 

WHEREAS, the County desires to employ a bond registrar, a transfer agent and a 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 I .  The Registrar is hereby requested to provide the following services: 

(a) Bond registrar services, which shall include, but not be limited to: 

(1) initial authentication of the Bonds; 

( 2 )  maintenance of registration books sufficient to comply with 
Section 149(a) of the Internal Revenue Code of 1986, as amended (the 
"Code"); 



(3) prompt recording of transfers of ownership and exchanges 
of the Bonds as such transfers and exchanges occur; 

(4) protection against double or overissuance of the Bonds; 

(5) 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; 

( 6 )  informing the County of the need for additional printings of 
the Bonds as needed; and 

(7) providing the Treasurer and the County access to 
specimens of the signatures of the persons authorized from time to time to 
authenticate the Bonds. 

(b) Transfer agent services, which shall include, but not be limited to: 

(I)  receipt and verification of all Bonds tendered for transfer or 
exchange; 

(2) preparation of new Bonds for delivery to transferees or 
owners wishing to exchange Bonds and delivery of the same; 

(3) destruction of Bonds submitted for transfer or exchange; 
and 

(4) provision of necessary information for recordation in the 
registration books relating to the Bonds. 

(c) Paying agent services, which shall include, but not be limited to: 

(1) provision of a billing to the Treasurer and the County's 
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; 

(2) preparation, execution and mailing, by first class mail, of 
checks representing (or, to the extent requested in writing by an owner of 
S1,000,000 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 a 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; 

(3) verification of all matured Bonds upon their surrender for 
final payment; 



(4) 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 $1,000,000 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 a bank or trust company in the continental 
United States, in the manner provided for therein; 

(5) 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 County's Finance and Risk Management 
Director and the Arizona Department of Revenue (the "Department"); and 

(6) 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 
officer(s) to authenticate the Bonds in an aggregate original principal amount not to exceed 
$50,000,000 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 a request for exchange signed by the registered owner thereof or by a 
person legally empowered to do so in a 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 a 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 holder's 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 hrnishing the Registrar and the 
County with a 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 a 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. 



Section 7. The Treasurer will transfer, or cause to be transferred, immediately 
available funds to the Registrar no later than one (1) 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 A attached 
hereto payable on July 1, 2007, and semiannually thereafter on January 1 and July 1 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 1 (c) hereof, by wire transfer. 

Section 9. The Bonds mature on July 1 in the years and in the amounts as described 
in Exhibit A 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 l(c) hereof, 
by wire transfer. 

Section 10. In the event any check for payment of interest on a Bond is returned to the 
Registrar unendorsed or is not presented for payment within two (2) 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 Registrar's obligation to hold such hnds  shall 
continue for two (2) years and six (6) 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 17(A) (d) - (2) under the Securities and 
Exchange Act of 1934, as amended, with respect to routine transfer items. 

Section 13. Fees for the Registrar's services with respect to the registration, 
authentication, delivery and payment of the Bonds shall be paid as set forth on Exhibit B 
attached hereto. Extraordinary out-of-pocket expenses shall be paid by the County as incurred 
by the Registrar. 



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 notifjr the Department in the manner 
provided in Section l(c)(5) hereof of the retirement of any Bonds and of all payments of interest 
thereon. 

Section 15. The Registrar's 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 a 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 Registrar's 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 County's 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 a 
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 (a) the resolutions of the County authorizing the issuance of 
the Bonds, (b) the receipt of the Treasurer acknowledging payment of the entire principal amount 
of the Bonds and any interest due thereon, (c) the opinion of Squire, Sanders & Dempsey L.L.P. 
as Bond Counsel to the County, and (d) 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 sixty (60) 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 a successor bond registrar, transfer agent and/or paying agent hereunder. In such 



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 
hnds  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 andlor paying agent. In the event that any 
corporation or association (i) 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, ips0 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 a 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 a 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 hrnished 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 8570 1 
Attention: County Administrator 

If to the Registrar: The Bank of New York Trust Company, N.A. 
Corporate Trust Services 
1225 West Washington Street, Suite 126 
Tempe, Arizona 8528 1 

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 a party include notice that such contract is subject to cancellation, within three (3) 
years after its execution, by the State, political subdivision, department or agency which is a 



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. 

[Signature page to follow] 



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed 
as of the day and year first above written. 

THE BANK OF NEW YORK TRUST 
COMPANY, N.A., 
as Registrar 

By: 

Vice President 

PINIA COUNTY, ARIZONA 

Richard Elias 
Chairman, Board of Supervisors 

ATTEST: 

By: 
Lori Godoshian 
Clerk, Board of Supervisors 

APPROVED AS TO FORM: 

SQUIRE, SANDERS & DEMPSEY L.L.P., 
Bond Counsel 

By: 
Timothy E. Pickrell 



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed 
as of the day and year first above written. 

THE BANK OF NEW YORK TRUST 
COMPANY, N.A., 
as Registrar 

By: 

Vice President U 
PIMA COUNTY, ARIZONA 

Richard Elias 
Chairman, Board of Supervisors 

ATTEST: 

By: 
Lori Godoshian 
Clerk, Board of Supervisors 

APPROVED AS TO FORM: 

SQUIRE, SANDERS & DEMPSEY L.L.P., 
Bond Counsel 

By: 
Timothy E. Pickrell 



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed 
as of the day and year first above written. 

THE BANK OF NEW YORK TRUST 
COMPANY, N.A., 
as Registrar 

-- - 

Mark E. Krietemeyer 
Vice President 

PIMA COUNTY, ARIZONA 

By: 

Chairman, Board of Supervisors 

ATTEST: 

By: 
Lori Godoshian 
Clerk, Board of Supervisors 

APPROVED AS TO FORM: 

SQUIRE, SANDERS & DEMPSEY L.L.P., 
Bond Counsel 

By: 



EXHIBIT A 

$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

MATURITY SCHEDULE 

Maturity 
Date Principal 

(July 1 )  Amount 
Interest 

Rate 



The Bank of New York Trust Company, N.A. 
Registrar and Paying Agent Fee Schedule for the 

Pima County, Arizona Sewer Revenue Bonds, Series 2007 

EXHIBIT B 

Acceptance Fee .............................................................................................. $1 50.00 

The Acceptance Fee covers acceptance of contractual responsibilities and the 
establishment of administrative records and procedures to comply with the 
agency documents. 

Annual Administration Fee ............................................................................. $350.00 

The Administrative Fee covers the performance of specified agent duties and 
responsibilities under the agency documents. 

Out-of-pocket Expenses: 

A charge in the amount of 6% of total fees will be added to cover ordinary 
business expenses for postage, checks, stationery, printing, messenger 
deliveries, and telephone. Expenses for extraordinary services, such as, but not 
limited to, travel, legal, securities delivery, and legal notice publication will be 
billed additionally. 

Additional Terms and Conditions: 

Please note that our willingness to act in the capacities specified above and the 
fees designated herein are indicative and based upon our current understanding 
of the transaction and is subject to receipt of any necessary internal credit 
approval by The Bank of New York Trust Company. In addition, this proposal is 
subject to review of the additional documentation and the receipt of appropriate 
indemnities, opinions of counsel and indemnification. After review of the 
governing documentation, we will quote fees for any services required of us not 
contemplated herein. 

The fees quoted in this letter apply to services ordinarily rendered in the 
administration of a registrar and paying agency account. They are subject to 
reasonable adjustment based on final review of the documents. Fees may be 
adjusted based upon changes required by legal or regulatory changes or as the 
costs of doing business demand. Fees for services not specifically covered in 
this or other applicable schedules will be based on appraisal of services rendered 
and agreed upon by the parties. In the event The Bank of New York Trust 
Company is required to administer a default and/or workout matter in relation to 
the appointment, additional hourly fees will apply. 

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. When you 
open an account, we will ask for information that will allow us to identify you. 



.MU FINANCIAL I@ - ASSURANCE@ SECURITY 
MUNICIPAL BOND 
INSURANCE POLICY 

ISSUER: Pima County, Arizona Policy No.: 208043-N 

BONDS: $50,000,000 in aggregate principal amount of Effective Date: January 25, 2007 

Sewer Revenue Bonds, Series 2007 dated Premium: $142,400.00 
January 1,2007 

FINANCIAL SECURITY ASSURANCE INC. ("Financial Security"), for consideration received, 
hereby UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the trustee (the "Trustee") or paying 
agent (the "Paying Agent") (as set forth in the documentation providing for the issuance of and securing 
the Bonds) for the Bonds, for the benefit of the Owners or, at the election of Financial Security, directly to 
each Owner, subject only to the terms of this Policy (which includes each endorsement hereto), that 
portion of the principal of and interest on the Bonds that shall become Due for Payment but shall be 
unpaid by reason of Nonpayment by the Issuer. 

On the later of the day on which such principal and interest becomes Due for Payment or the 
Business Day next following the Business Day on which Financial Security shall have received Notice of 
Nonpayment, Financial Security will disburse to or for the beneffi of each Owner of a Bond the face 
amount of principal of and interest on the Bond that is then Due for Payment but is then unpaid by reason 
of Nonpayment by the Issuer, but only upon receipt by Financial Security, in a form reasonably 
satisfactory to it, of (a) evidence of the Owner's right to receive payment of the principal or interest then 
Due for Payment and (b) evidence, including any appropriate instruments of assignment, that all of the 
Owner's rights with respect to payment of such principal or interest that is Due for Payment shall 
thereupon vest in Financial Security. A Notice of Nonpayment will be deemed received on a given 
Business Day if it is received prior to 1:00 p.m. (New York time) on such Business Day; otherwise, it will 
be deemed received on the next Business Day. If any Notice of Nonpayment received by Financial 
Security is incomplete, it shall be deemed not to have been received by Financial Security for purposes of 
the preceding sentence and Financial Security shall promptly so advise the Trustee, Paying Agent or 
Owner, as appropriate, who may submit an amended Notice of Nonpayment. Upon disbursement in 
respect of a Bond, Financial Security shall become the owner of the Bond, any appurtenant coupon to the 
Bond or right to receipt of payment of principal of or interest on the Bond and shall be fully subrogated to 
the rights of the Owner, including the Owner's right to receive payments under the Bond, to the extent of 
any payment by Financial Security hereunder. Payment by Financial Security to the Trustee or Paying 
Agent for the benefit of the Owners shall, to the extent thereof, discharge the obligation of Financial 
Security under this Policy. 

Except to the extent expressly modified by an endorsement hereto, the following terms shall 
have the meanings specified for all purposes of this Policy. "Business Day" means any day other than (a) 
a Saturday or Sunday or (b) a day on which banking institutions in the State of New York or the Insurer's 
Fiscal Agent are authorized or required by law or executive order to remain closed. "Due for Payment" 
means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the 
date on which the same shall have been duly called for mandatory sinking fund redemption and does not 
refer to any earlier date on which payment is due by reason of call for redemption (other than by 
mandatory sinking fund redemption), acceleration or other advancement of maturity unless Financial 
Security shall elect, in its sole discretion, to pay such principal due upon such acceleration together with 
any accrued interest to the date of acceleration and (b) when referring to interest on a Bond, payable on 
the stated date for payment of interest. "Nonpayment" means, in respect of a Bond, the failure of the 
Issuer to have provided sufficient funds to the Trustee or, if there is no Trustee, to the Paying Agent for 
payment in full of all principal and interest that is Due for Payment on such Bond. "Nonpayment" shall 
also include, in respect of a Bond, any payment of principal or interest that is Due for Payment made to 
an Owner by or on behalf of the Issuer which has been recovered from such Owner pursuant to the 
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United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final, nonappealable 
order of a court having competent jurisdiction. "Notice" means telephonic or telecopied notice, 
subsequently confirmed in a signed writing, or written notice by registered or certified mail, from an 
Owner, the Trustee or the Paying Agent to Financial Security which notice shall specify (a) the person or 
entity making the claim, (b) the Policy Number, (c) the claimed amount and (d) the date such claimed 
amount became Due for Payment. "Owner" means, in respect of a Bond, the person or entity who, at the 
time of Nonpayment, is entitled under the terms of such Bond to payment thereof, except that "Owner 
shall not include the Issuer or any person or entity whose direct or indirect obligation constitutes the 
underlying security for the Bonds. 

Financial Security may appoint a fiscal agent (the "Insurer's Fiscal Agent") for purposes of this 
Policy by giving written notice to the Trustee and the Paying Agent specifying the name and notice 
address of the Insureh Fiscal Agent. From and after the date of receipt of such notice by the Trustee 
and the Paying Agent, (a) copies of all notices required to be delivered to Financial Security pursuant to 
this Policy shall be simultaneously delivered to the Insurer's Fiscal Agent and to Financial Security and 
shall not be deemed received until received by both and (b) all payments required to be made by 
Financial Security under this Policy may be made directly by Financial Security or by the Insurer's Fiscal 
Agent on behalf of Financial Security. The Insureh Fiscal Agent is the agent of Financial Security only 
and the Insurer's Fiscal Agent shall in no event be liable to any Owner for any act of the Insurer's Fiscal 
Agent or any failure of Financial Security to deposit or cause to be deposited sufficient funds to make 
payments due under this Policy. 

To the fullest extent permitted by applicable law, Financial Security agrees not to assert, and 
hereby waives, only for the benefit of each Owner, all rights (whether by counterclaim, setoff or otherwise) 
and defenses (including, without limitation, the defense of fraud), whether acquired by subrogation, 
assignment or otherwise, to the extent that such rights and defenses may be available to Financial 
Security to avoid payment of its obligations under this Policy in accordance with the express provisions of 
this Policy. 

This Policy sets forth in full the undertaking of Financial Security, and shall not be modified, 
altered or affected by any other agreement or instrument, including any modification or amendment 
thereto. Except to the extent expressly modified by an endorsement hereto, (a) any premium paid in 
respect of this Policy is nonrefundable for any reason whatsoever, including payment, or provision being 
made for payment, of the Bonds prior to maturity and (b) this Policy may not be canceled or revoked. 
THIS POLICY IS NOT COVERED BY THE PROPERTYICASUALTY INSURANCE SECURITY FUND 
SPECIFIED IN ARTICLE 76 OF THE NEW YORK INSURANCE LAW. 

In witness whereof, FINANCIAL SECURITY ASSURANCE INC. has caused this Policy to be 
executed on its behalf by its Authorized Officer. 

FINANCIAL SECURITY ASSURANCE INC. 

BY 
A u & t @ v  tcer 

(21 2) 826-01 00 A subsidiary of Financial Security Assurance Holdings Ltd. 
31 West 52nd Street, New York, N.Y. 10019 

Form 500NY (5190) 



NOTICE OF CLAIM AND CERTIFICATE 

Financial Security Assurance Inc. 
31 West 52nd Street 
New York, NY 1001 9 

The undersigned, a duly authorized officer of [FULL NAME OF TRUSTEE or PAYING AGENT] (the 
"TrusteelPaying Agent"), hereby certifies to Financial Security Assurance Inc. ("Financial Security"), with reference to 
Municipal Bond Insurance Policy No. 208043-N dated January 25. 2007 (the "Policy") issued by Financial Security in 
respect of the Pima County, Arizona Sewer Revenue Bonds, Series 2007 dated January 1, 2007 (the "Bonds"), that: 

(i) The TrusteelPaying Agent is the TrusteelPaying Agent under the document 
authorizing the issuance of the Bonds ( the "Indenture") for the Holders. 

(ii) The sum of all amounts on deposit (or scheduled to be on deposit) in the [RELEVANT 
ACCOUNTS] and available for distribution to the Holders pursuant to the Indenture will be $ 
(the "Shortfall") less than the aggregate amount of principal and interest Due for Payment on 

- ("Scheduled Payments"). 

(iii) The TrusteelPaying Agent is making a claim under the Policy for the Shortfall to be 
applied to the payment of Scheduled Payments. 

(iv) The TrusteelPaying Agent agrees that, following receipt of funds from Financial 
Security, it shall (a) hold such amounts in trust and apply the same directly to the payment of 
Scheduled Payments on the Bonds when due; (b) not apply such funds for any other purpose; (c) 
not commingle such funds with other funds held by the TrusteelPaying Agent and (d) maintain an 
accurate record of such payments with respect to each Bond and the corresponding claim on the 
Policy and proceeds thereof, and, if the Bond is required to be [SURRENDEREDIPRESEN~D] for 
such payment, shall stamp on each such Bond the legend $"[insert applicable amount] paid by 
Financial Security and the balance hereof has been canceled and reissued" and then shall deliver 
such Bond to Financial Security. 

(v) The TrusteelPaying Agent, on behalf of the Holders, hereby assigns to Financial 
Security the rights of the Holders with respect to the Bonds to the extent of any payments under the 
Policy, including, without limitation, any amounts due to the Holders in respect of securities law 
violations arising from the offer and sale of the Bonds. The foregoing assignment is in addition to, 
and not in limitation of, rights of subrogation otherwise available to Financial Security in respect of 
such payments. Payments to Financial Security in respect of the foregoing assignment shall in all 
cases be subject to and subordinate to the rights of the Holders to receive all Scheduled Payments 
in respect of the Bonds. The Trusteelpaying Agent shall take such action and deliver such 
instruments as may be reasonably requested or required by Financial Security to effectuate the 
purpose or provisions of this clause (v). 



(vi) The TrusteeIPaying Agent, on its behalf and on behalf of the Holders, hereby appoints 
Financial Security as agent and attorney-in-fact for the TrusteelPaying Agent and each such Holder 
in any legal proceeding with respect to the Bonds. The TrusteelPaying Agent hereby agrees that, 
so long as Financial Security shall not be in default in its payment obligations under the Policy, 
Financial Security may at any time during the continuation of any proceeding by or against the 
Issuer under the United States Bankruptcy Code or any other applicable bankruptcy, insolvency. 
receivership, rehabilitation or similar law (an "Insolvency Proceeding") direct all matters relating to 
such lnsolvency Proceeding, including without limitation, (A) all matters relating to any claim in 
connection with an lnsolvency Proceeding seeking the avoidance as a preferential transfer of any 
payment made with respect to the Bonds (a "Preference Claim"), (6) the direction of any appeal of 
any order relating to any Preference Claim at the expense of Financial Security but subject to 
reimbursement as provided in the Indenture and (C) the posting of any surety, supersedeas or 
performance bond pending any such appeal. In addition, the TrusteelPaying Agent hereby agrees 
that Financial Security shall be subrogated to, and the TrusteelPaying Agent on its behalf and on 
behalf of each Holder, hereby delegates and assigns, to the fullest extent permitted by law, the 
rights of the TrusteelPaying Agent and each Holder in the conduct of any lnsolvency Proceeding, 
including, without limitation, all rights of any party to an adversary proceeding or action with respect 
to any court order issued in connection with any such lnsolvency Proceeding. 

(vii) Payment should be made by wire transfer directed to [SPECIFY INSURANCE 
ACCOUNT]. 

Unless the context otherwise requires, capitalized terms used in this Notice of Claim and Certificate and not 
defined herein shall have the meanings provided in the Policy. 

IN WITNESS WHEREOF, the TrusteelPaying Agent has executed and delivered this Notice of Claim and 
Certificate as of the day of 

For Financial Security or 
Fiscal Agent Use Only 
Wire transfer sent on BY 
Confirmation Number 



FINANCIAL MUNICIPAL BOND DEBT SERVICE 
SECURITY RESERVE INSURANCE POLICY 
ASSURANCE@ 

ISSUER: Pima County, Arizona Policy No.: 208043-R 

BONDS: $50,000,000 in aggregate principal amount of Sewer Effective Date: January 25,2007 

Revenue Bonds, Series 2007 and any Parity Obligations 
issued under the Bond Document 

Premium: $1 0,937.50 

FINANCIAL SECURITY ASSURANCE INC. ("Financial Security"), for consideration received, hereby 
UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the trustee (the "Trustee") or paying agent (the 
"Paying Agent") as set forth in the documentation (the "Bond Document") providing for the issuance of and 
securing the Bonds, for the benefit of the Owners, subject only to the terms of this Policy (which includes each 
endorsement hereto), that portion of the principal of and interest on the Bonds that shall become Due for Payment 
but shall be unpaid by reason of Nonpayment by the Issuer. 

Financial Security will make payment as provided in this Policy to the Trustee or Paying Agent on the later of 
the Business Day on which such principal and interest becomes Due for Payment or the Business Day next 
following the Business Day on which Financial Security shall have received Notice of Nonpayment, in a form 
reasonably satisfactory to it. A Notice of Nonpayment will be deemed received on a given Business Day if it is 
received prior to 1 :00 p.m. (New York time) on such Business Day; otherwise, it will be deemed received on the 
next Business Day. If any Notice of Nonpayment received by Financial Secunty is incomplete, it shall be deemed 
not to have been received by Financial Security for purposes of the preceding sentence and Financial Security 
shall promptly so advise the Trustee, Paying Agent or Issuer, as appropriate, who may submit an amended 
Notice of Nonpayment. Payment by Finanaal Security to the Trustee or Paying Agent for the benefit of the 
Owners shall, to the extent thereof, discharge the obligation of Financial Security under this Policy. Upon such 
payment, Financial Security shall become entitled to reimbursement of the amount so paid (together with interest 
and expenses) pursuant to the Bond Document Upon disbursement in respect of a Bond, Financial Security 
shall become the owner of the Bond, any appurtenant coupon to the Bond or right to receipt of payment of 
principal of or interest on the Bond and shall be fully subrogated to the rights of the Owner, including the 
Owner's right to receive payments under the Bond and all insurance policies in respect of the Bond, to the 
extent of any payment by Financial Security hereunder. 

The amount available under this Policy for payment shall not exceed the Policy Limit The amount available 
at any particular time to be paid to the Trustee or Paying Agent under the terms of this Policy shall automatically 
be reduced by any payment under this Policy. However, after such payment, the amount available under this 
Policy shall be reinstated in full or in part, but only up to the Policy Limit, to the extent of the reimbursement of 
such payment (exclusive of interest and expenses) to Financial Secunty by or on behalf of the Issuer. W i i n  
three Business Days of such reimbursement, Financial Secunty shall provide the Trustee, the Paying Agent and 
the Issuer with notice of the reimbursement and reinstatement. 

Payment under this Policy shall not be available with respect to (a) any Nonpayment that occurs prior to the 
Effective Date or after the Termination Date of this Policy or (b) Bonds that are not outstanding under the Bond 
Document. If the amount payable under this Policy is also payable under another insurance policy or surety bond 
insuring the Bonds, payment first shall be made under this Policy to the extent of the amount available under this 
Policy up to the Policy Limit. In no event shall Financial Secunty incur duplicate liability for the same amounts 
owing with respect to the Bonds that are covered under this Policy and any other insurance policy or surety bond 
that Financial Security has issued. 

Except to the extent expressly modified by an endorsement hereto, the following terms shall have the 
meanings specified for all purposes of this Policy. "Business Day" means any day other than (a) a Saturday or 
Sunday or (b) a day on which banking institutions in the State of New York are, or the Insurer's Fiscal Agent is, 
authorized or required by law or executive order to remain closed. "Due for Payment" means (a) when referring 
to the principal of a Bond, payable on the stated maturity date thereof or the date on which the same shall have 
been duly called for mandatory sinking fund redemption and does not refer to any earlier date on which payment 
is due by reason of call for redemption (other than by mandatoly sinking fund redemption), acceleration or other 
advancement of matunty unless Financial Secunty shall elect, in its sole discretion, to pay such principal due 
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upon such acceleration together with any accrued interest to the date of acceleration and (b) when referring to 
interest on a Bond, payable on the stated date for payment of interest. "Insurance Agreement" means the 
Insurance Agreement dated as of the effedie date hereof in respect of this Policy, as the same may be 
amended or supplemented from time to time. "Nonpayment" means, in respect of a Bond, the failure of the 
Issuer to have provided sufficient funds to the Paying Agent for payment in full of all principal and interest that is 
Due for Payment on such Bond. "Nonpayment" shall also include, in respect of a Bond, any payment of principal 
or interest that is Due for Payment made to an Owner by or on behalf of the lssuer that has been recovered from 
such Owner pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final, 
nonappealable order of a court having competent jurisdiction. "Notice" means telephonic or telecopied notice, 
subsequently confirmed in a signed writing, or written notice by registered or certified mail, from the Issuer, the 
Trustee or the Paying Agent to Financial Secunty which notice shall specify (a) the person or entity making the 
claim, (b) the Policy Number, (c) the claimed amount and (d) the date such claimed amount became Due for 
Payment. "Owner" means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled 
under the terms of such Bond to payment of principal or interest thereunder, except that "Owner" shall not include 
the lssuer or any person or entity whose direct or indirect obligation constitutes the underlying security for the 
Bonds. "Policy Limit" shall be the dollar amount of the debt service reserve fund required to be maintained for the 
Bonds by the Bond Document from time to time (the "Debt Service Reserve Requirement"), but in no event shall 
the Policy Limit exceed $625,000. The Policy Limit shall automatically and irrevocably be reduced from time to 
time by the amount of each reduction in the Debt Service Reserve Requirement, as provided in the Bond 
Document. "Termination Date' means the earlier of July 1, 2026 and the date the Bonds are no longer 
outstanding under the Bond Document. 

Financial Security may appoint a fiscal agent (the "lnsureh Fiscal Agent") for purposes of this Policy by 
giving written notice to the Trustee and the Paying Agent spewing the name and notice address of the lnsureh 
Fiscal Agent. From and after the date of receipt of such notice by the Trustee and the Paying Agent, (a) copies of 
all notices required to be delivered to Financial Secunty pursuant to this Policy shall be simultaneously delivered 
to the Insurets Fiscal Agent and to Financial Security and shall not be deemed received until received by both 
and (b) all payments required to be made by Financial Security under this Policy may be made directly by 
Financial Security or by the Insurer's Fiscal Agent on behalf of Financial Security. The Insureh Fiscal Agent is 
the agent of Financial Security only and the Insurer's Fiscal Agent shall in no event be liable to any Owner for any 
act of the Insurets Fiscal Agent or any failure of Financial Security to deposit or cause to be deposited sufficient 
funds to make payments due under this Policy. 

To the fullest extent permitted by applicable law, Financial Secunty agrees not to assert, and hereby waives, 
only for the benefit of each Owner, all rights (whether by counterclaim, setoff or otherwise) and defenses 
(including, without limitation, the defense of fraud), whether acquired by subrogation, assignment or otherwise, to 
the extent that such rights and defenses may be available to Financial Secunty to avoid payment of its obligations 
under this Policy in accordance with the express provisions of this Policy. 

This Policy sets forth in full the undertaking of Financial Security, and shall not be modified, altered or 
affected by any other agreement or instrument, induding any modification or amendment thereto. Except to the 
extent expressly modified by an endorsement hereto, (a) any premium paid in respect of this Policy is 
nonrefundable for any reason whatsoever, induding payment, or provision being made for payment, of the Bonds 
prior to matunty and (b) this Policy may not be canceled or revoked. THIS POLICY IS NOT COVERED BY THE 
PROPERTYICASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE N W  YORK 
INSURANCE LAW. 

In witness whereof, FINANCIAL SECURITY ASSURANCE INC. has caused this Policy to be executed on its 
behalf by its Authorized Officer. 

FINANCIAL SECURITY ASSURANCE INC. 

BY c horized Officer 

(2 1 2) 826-01 00 



RESERVE POLICY AGREEMENT 

This RESERVE POLICY AGREEMENT, dated as of January 25, 2007, by and between 
Pima County, Arizona (the "Issuer") and Financial Security Assurance Inc. (the "Insurer") (the 
"Agreement"). 

In consideration of the issuance by the Insurer of its Municipal Bond Debt Service Reserve 
Insurance Policy No. 208043-R (the "Reserve Policy") with respect to the Issuer's $50,000,000 
Sewer Revenue Bonds, Series 2007 and any other Parity Obligations issued pursuant to the Bond 
Resolution (the "Bonds") issued pursuant to Resolution No. 199 1 - 138, adopted by the Board of 
Supervisors of the Issuer on June 18, 199 1, as amended by Resolution No. 199 1 - 183, adopted on 
August 6, 1991, as supplemented, including as supplemented by Resolution No. 2007- 16, 
adopted by the Board of Supervisors of the Issuer on January 16, 2007 (collectively, the "Bond 
Resolution") and the Issuer's payment to the Insurer of the insurance premium for the Reserve 
Policy, the Insurer and the Issuer hereby covenant and agree as follows: 

1. Upon any payment by the Insurer under the Reserve Policy, the Insurer shall furnish 
to the Issuer written instructions as to the manner in which payment of amounts owed 
to the Insurer as a result of such payment under the Reserve Policy shall be made. 

2. The Issuer shall pay the Insurer the principal amount of any draws under the Reserve 
Policy and pay all related reasonable expenses incurred by the Insurer and shall pay 
interest thereon from the date of payment by Financial Security at the Late Payment 
Rate. "Late Payment Rate" means the lesser of (a) the greater of (i) the per annum 
rate of interest, publicly announced from time to time by JPMorgan Chase Bank at its 
principal office in the City of New York, as its prime or base lending rate ("Prime 
Rate") (any change in such Prime Rate to be effective on the date such change is 
announced by JPMorgan Chase Bank) plus 3%, and (ii) the then applicable highest 
rate of interest on the Bonds and (b) the maximum rate permissible under applicable 
usury or similar laws limiting interest rates. The Late Payment Rate shall be 
computed on the basis of the actual number of days elapsed over a year of 360 days. 
In the event JPMorgan Chase Bank ceases to announce its Prime Rate, the Prime Rate 
shall be the prime or base lending rate of such national bank as the Insurer shall 
designate. 

3. Repayment of draws and payment of expenses and the interest accrued thereon at the 
Late Payment Rate (collectively, "Policy Costs") shall commence in the first month 
following each draw, and each such monthly payment shall be in an amount at least 
equal to 1112th of the aggregate of Policy Costs related to such draw. 

4. Amounts in respect of Policy Costs paid to the Insurer shall be credited first to 
interest due, then to the expenses due and then to principal due. 

5. As and to the extent that payments are made to the Insurer on account of principal 
due, the coverage under the Reserve Policy will be increased by a like amount, 
subject to the terms of the Reserve Policy. 



6. All cash and investments in the Reserve Fund shall be transferred to the debt service 
fund for payment of debt service on the Bonds before any drawing may be made on 
the Reserve Policy or on any alternative credit instrument. Payment of any Policy 
Costs shall be made prior to replenishment of any such cash amounts. Draws on all 
alternative credit instruments (including the Reserve Policy) on which there is 
available coverage shall be made on a pro rata basis (calculated by reference to 
coverage then available under each such alternative credit instrument) after applying 
available cash and investments in the Reserve Fund. Payment of Policy Costs and 
reimbursement of amounts with respect to alternative credit instruments shall be 
made on a pro-rata basis prior to replenishment of any cash drawn from the Reserve 
Fund. 

7.  If the Issuer shall fail to pay any Policy Costs in accordance with the requirements of 
the Bond Resolution and this Agreement, the Insurer shall be entitled to exercise any 
and all legal and equitable remedies available to it, including those provided under the 
Bond Resolution., other than (i) acceleration of the maturity of the Bonds or (ii) 
remedies which would adversely affect owners of the Bonds. 

8. The Bond Resolution. shall not be discharged until all Policy Costs owing to the 
Insurer shall have been paid in full. The Issuer's obligation to pay such amounts shall 
expressly survive payment in full of the Bonds. 

9. In order to secure the Issuer's payment obligations with respect to the Policy Costs, 
there is hereby granted and perfected in favor of the Insurer a security interest 
(subordinate only to that of the owners of the Bonds) in all revenues and collateral 
pledged as security for the Bonds but on a parity with other Reserve Fund Guaranties 
as provided in the Bond Resolution. 

10. Policy Costs due and owing shall be included in debt service requirements for 
purposes of calculation of the test for additional Parity Bonds and the rate covenant in 
the Bond Resolution. 

The Issuer shall ascertain the necessity for a claim upon the Reserve Policy and 
provide notice to the Paying Agent for the Bonds and the Insurer in accordance with 
the terms of the Reserve Policy at least five business days prior to each date upon 
which interest or principal is due on the Bonds. Where deposits are required to be 
made by the Issuer with the Paying Agent for the Bonds to the debt service fund for 
the Bonds more often than semi-annually, the Issuer shall give notice to the Insurer of 
any failure of the Issuer to make timely payment in full of such deposits within two 
business days of the date due. 

12. Notices to the Insurer shall be sent to the following address (or such other address as 
the Insurer may designate in writing): Financial Security Assurance Inc., 31 West 
52nd Street, New York, New York 10019 Attention: Managing Director - 
Surveillance; Re: Policy No. 208043-R. 



13. If any one or more of the agreements, provisions or terms of this Agreement shall be 
for any reason whatsoever held invalid, then such agreements, provisions or terms 
shall be deemed severable from the remaining agreements, provisions or terms of this 
Agreement and shall in no way affect the validity or enforceability of the other 
provisions of this Agreement. 

14. All capitalized terms used herein and not otherwise defined shall have the meanings 
ascribed to them in the Bond Resolution. 

15. Notwithstanding anything to the contrary in this Agreement, all amounts owed by the 
Issuer under this Agreement shall be payable and collectible solely out of the Net 
Revenues (as defined in the Resolution) and the Insurer may not look to any general 
or other fund for the payment of any such amounts by the Issuer hereunder. Nothing 
in this Agreement shall constitute an indebtedness or a debt within the meaning of 
any constitutional or statutory provisions or limitation applicable to the Issuer. 

16. This Agreement and the rights and obligations of the parties of the Agreement shall 
be governed by and construed and interpreted in accordance with the laws of the State 
of New York. 

17. This Agreement may be executed in counterparts, each of which alone and all of 
which together shall be deemed one original Agreement. 



IN WITNESS WHEREOF, the parties hereto have set their hands as of the date written above. 

PIMA COUNTY, ARIZONA FINANCIAL SECURITY 
SECURITY INC. 

By: 
Title: Authorized Officer 



IN WITNESS WHEREOF, the parties hereto have set their hands as of the date written above. 

PlMA COUNTY, ARIZONA FINANCIAL SECURITY 
SECURITY INC. 

By: 
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SERIES 2007 

CONTINUING DISCLOSURE UNDERTAKING 
FOR THE PURPOSE OF PROVIDING 

CONTINUING DISCLOSURE INFORMATION 
UNDER SECTION (b)(5) OF RULE 192-12 

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 
$50,000,000 aggregate principal amount of Sewer 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, Resolution No. 199 1 - 138 adopted by the 
Board of Supervisors of the County on June 18, 1991, as supplemented and amended, including a 
supplemental 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 a written acceptance of such designation, and such 
agent's 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 I1 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-mail:Munis@Bloomberg.com 

DPC Data Inc. 
One Executive Drive 
Fort Lee, New Jersey 07024 
Phone: (201) 346-0701 
Fax: (201) 947-0107 
E-mail:nrmsir@dpcdata.com 

FT Interactive Data 
Attn: NRMSIR 
100 William Street, 1 5'h Floor 
New York, New York 1003 8 
Phone: (2 12) 77 1-6999; 800-689-8466 
Fax: (21 2) 771-7390 
E-mail:NRMSIR@interactivedata.com 

Standard & Poor's Securities Evaluations, Inc. 
55 Water Street, 4'5th Floor 
New York, New York 10041 
Phone: (2 12) 438-4595 
Fax: (212) 438-3975 
E-mail: nrmsir~repository@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 15c2-12 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 4, 5, 6 
and 7 hereof. 

"Underwriter" includes each broker, dealer or municipal securities dealer acting 
as an underwriter in the primary offering of the Bonds. 

3. CUSIP NumberIFinal Official Statement. The base CUSIP Number of the Bonds 
is 72 1876. The Final Official Statement relating to the Bonds is dated January 16,2007. 

4. Annual Information Disclosure. Subject to Section 9 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 I), 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 a 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 a 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 9 of this Undertaking, the County 
hereby covenants that it will disseminate in a timely manner notice of occurrence of a Material 
Event to each NRMSIR, or to the MSRB and to the SID, if any. 

6. Duty to Update NRMSIRsISID. 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 a 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 a 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. A default 
under this Undertaking shall not be an Event of Default on the Bonds. The sole remedi 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 4, 5 
and 7 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 (a "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: (5 12) 476-6403 
httv://~~~.disclosureUSA.orq 

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: 

(a) The amendment is made in connection with a change in circumstances that 
arises from a change in legal requirements, change in law, or change in the identity, nature, or 
status of the County, or type of business conducted; 

(b) 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 

(c) The amendment does not materially impair the interests of the beneficial 
owners of the Bonds, as determined by an independent counsel or other entity unaffiliated with 
the County. 

10. Non-Avprovriation. 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 a failure by the County to comply with its covenants 
under this Undertaking due to a failure to appropriate the necessary funds, the County covenants 
to provide prompt notice of such fact to each NRMSIR and the SID. 

1 1. 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 a 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 a 
I Dissemination Agent to assist it in carrying out its obligations under this Undertaking, and may 

discharge any such Dissemination Agent, with or without appointing a 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 a 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 a 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. Recordkee~ing. 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. Assimment. 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. 

[Signature page to follow] 



PIMA COUNTY, ARIZONA 

By: 
~ h c h d s  Burke 
Finance and Risk Management Director 

Date: January 25,2007 



EXHIBIT I 

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 in 
Appendix A in the tables entitled "PIMA COUNTY, ARIZONA SUMMARY OF 
WASTEWATER USERS FEES," PIMA COUNTY, ARZIONA, SUMMARY OF USER FEES 
REVENUES," PIMA COUNTY, ARIZONA, CONNECTION FEE REVENUES," PIMA 
COUNTY, ARIZONA, REVENUES FROM OTHER FEES AND CHARGES" and "PIMA 
COUNTY WASTEWATER MANAGEMENT DEPARTMENT COMPARATIVE 
STATEMENTS OF SYSTEM REVENUES, EXPENDITURES AND NET REVENUES 
AVAILABLE FOR DEBT SERVICE. 

All or a 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 a 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 1, 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 4 of 
this Undertaking, the County will disseminate a notice of such change as required by Section 4, 
including changes in Fiscal Year or GAAP. 



EXHIBIT I1 

EVENTS FOR WHICH NOTICE OF OCCURRENCE OF 
MATERIAL EVENTS IS REQUIRED 

Principal and interest payment delinquencies 
Non-payment related defaults 
Unscheduled draws on debt service reserves reflecting financial difficulties 
Unscheduled draws on credit enhancements reflecting financial difficulties 
Substitution of creditor liquidity providers, or their failure to perform 
Adverse tax opinions or events affecting the tax-exempt status of the Bonds 
Modifications to the rights of holders of the Bonds 
Bond calls 
Defeasances 
Release, substitution or sale of property securing repayment of the Bonds 
Rating changes 



Blanket Issuer Letter of Representations 
Fo be Completed by Issuer] 

PIMA COUNTY, ARIZONA 
PI of^] 

JUNE 1 1 ,  1998 
[Date] 

Attention: Underwriting Department - E&&i 
The Depository Trast Company 
55 Water Street; 50th Floor 
NW YO& hTY 10041-0099 

Ladies and Gentlemen: 
This letter sets forth our understanding with respect to all issues (the ~Secmities7 &at Issuer 

shall request be made k b l e  for depositby The Deposito"; Trust Co-y (PTC"). 

To induce DTC to accept the M e s  as eligible for deposit at DTC and to act in occcrdance 
w a b ~ m ~ u ~ ~ u f t b ~ r o ~ ~ ~ e S , l n u e r ~ t r t ~ ~ ~ c ~ l r w p r w i n - p ~  
with the mphements stated in DTCr Operatid Anangemen& u they may be amended f h m  
time to time. 

Note: - Ver;v*yo- 

PIMA COUNTY, ARIZONA 
1 

& c c  c A - w s s w )  / 

C . H . BUCKELBERRE C O ~ Y  ADWIN I STRATOR 
(T*pW.de .same &Ti) 

130 W. Conqress, 10th floor 
(Sm2etAddraJ) 

Tucson ,  A Z  85701 
(-1 (-1 0) 

( 5 2 0 )  740-8661 
(PhaXNlmrber) 



SCHEDULE A 

SAMPUE omm-C DOCUMENT LANGUAGE 
DESCRIBING BOOK-EhTRI'-Oh? ISSUANCE 

(Prepared by DTC-bncketed materid may be applicabIe only to certain 

1. The Depository Trust Company (TlTC"). Xtw York A?: will act as seaxities depxitoG for the 
securities (the ~Securiiies"). The Sea.uities will be issued as fulty-registered seaxities registered in the 
name of Cede & Co. (DTCs painenhip nominee). One fully-registered Security c&&cate win be 
iaued for [each issue of] the Securities, [each] in tbe ape-e principal amount of d isme. and wiIl 
be deposited with DTC. [a however, the awegate principal amount of [any] issue exceeds S200 
d o n ,  one 4 c a t e  wiIl be issued wit% respect to eacb $200 million of principa amount and an 
additional cediate wiU be issued with resped to any mnainingprincipa amount of such h e - 3  

2. DTC is a hited-pupse trust company o x g 4  under the New Yo& Ehkhg Law, a a g  
organktionw within the meaning of the New YO& Banking Law, a member of the Federal Reserve 
System, a ootpodona within the meaning of the New York U d m  Co- Code, snd a 
adearing agency" mgisiered pursnant to the pmvisiolls of Section 17A ofthe Seanities Emchange Act of 
1934. DTC ~ O I &  tkt its ~-w.(-~d-+tr-) depodt with DTC DTC a ~ o  -6 
the settlement among P- of sxuiities ~ o a s .  snch as trandis and pledges in depasbd 
securities throttgh electronic ccmputerjzed bookentry changes in Participants' accounts, thereby 
ehimiing the need for physical movement of securities certificates. Direct Partidpants indude 
securities bmken and &den, banla, trust companies, clearing corporations, and certab other 
oxgauhtiom. DTC is 0Umed.b a number of its Direct Participants and by the New York Stock 
~ . ~ t h e ~ S ~ ~ ~ e , f n c , a n d t f i e N a t i o a a t ~ a f ~ D e a e r s .  
I n c A o c e s s ~ t h e D ~ s y s t e m f s a t O ~ 1 e t o & ~ s u & a s s e a r r i t i e s b r o h d ~ ~  
andtrust-bkthroag;harmaintaiaad-witfiamParticip;mt. 
either direcdy or id imdy (lodirect Paxtkipnts-). The Rules qplidle to DTC and b 
areon6lewitbtheSecmitiesand~Commission 

3. Prudrases of Seanitk & the DTC system must be made by ortbmagb M Pattic'pzants, 
w h i c h w i l l ~ a d k r h e S e c n r i t i e s o s l r r r C s d ~ ~ o w n a s h p , i n t e r e s t o f d  

~ o f e a c h ~ ( ' ~ e n ~ ~ ? f s i n 6 n m t o b e ~ o n t h e ~ d ~  
Participants' rec~nis. Senefid;J Owners wiII not receive -en h DiC of their 
p u f i h a s e , b u t B e a e f i d a O w r a e r s a r e a p e d e d t o ~ ~ ~ p r o v i ~ ~ a f t h e  
~&on,asdasperiodic~catementroftheirho1~.h&~orIndirectPvticipant 
through && the BeneWal Owner e n t d  into the basadin.  ~~ of ownership interests in the 
securities axe to be accomplished by entries made on the books of Participants acting on behaf of 
Beneficial Ownas. Ben& Owners win not receive ertScates repxesenting their <Iwnenhip int- 
in M a ,  ~oeptmthemthatrtseofthe W-en~sytmfor&~esis~ 

4. To fkditate suJxepnt txanderz, a11 securities deposited by Parti+& with DTC axe w e r e d  
in the name of DTCs w e d u p  nominee, Cede & Co. The deposit of SeanitKs with DTC and &eir 
registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no 
howledge of the a c i d  Beneficial Owners of the seadies; Dl33 records d e c t  only the identity of 
&e Direct Parti- to dose  accounts such !kcmities are aedited, a mzy or may not be the 
Beneficial Ownen. ?he Participanfs wiU remain responsible fa keeping m t  of their holdmgs on 
behalf of their customers. 



5. Conveyance of notices and other communications by DTC to Direct Participants, by Dired 
Pa&ipants to In& P&kipants, and by Direct Participants and Lndirect P d p a n b  to BeneGcia 
Owners will be governed by arrangements among them, subject to any statutory or regulator). 
requirements as may be in effect from time to tkne 

[6. Redemption notices shaIl be sent to Cede Q Ca If Iess than all of the !kcmities within an inue 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-] 

7. Neither DTC nor Cede & Co. will consent or vote with resped to Securities. Under its usual 
pxtxahs, DTC ma& an Omnibus Prory to &e h e r  as soon as possible after the record date The 
Omaibus Pray assigns Cede & Co.3 awenting or voting ri* to those Direct Partidpauts to whose 
accounts the Secmities are credited on the record date (iden- in a listing attached to the Omnibus 
Prmcy)- 

8. PrInCrpa and interest payments on the seaxities will be made to DTC. DTCs practice is to credit 
Direct Participants* zcamnts on payh1e date in acandance with their m q e c t h z  h o w  shown an 
DTCs recards unless DTC bas reason to believe that it will not mxk payment on payable date 
Payments by Participants to Beneficial Ownen wiIl be govezzted by standing insmct io~  and customaxy 
pxadks, as is the case with seaxities held for fhe amnmtr ufcstomers in bemz form or qbbsred in 
asbeet name,- and wiII be the r e y n d i b y  of such Participant aod not of DTC. the Agent, or the 
lsstles subjm to any statutory or +ozy ' kphments  as sray be in &' from time to time. . 
P~entofprinc'q3aIandmte~toDTCis&eresponsibiEityoftfielsnr~or&eAgentdisbursement 
OfsuchpaymentstoDirect ParticipntsshaII be the~ ia fM;C.andd i s fnrnemento fardr  
~entstotbieBeneficialOwnenshallbethe~d~dlndkectP~ts. 

[ 9 . ~ ~ O w n e r s h a l l @ ~ o t i c e t o $ e d b h i t s ~ p r a c h a s e d o r t m ~ ~  
ZCsPartidganf~the~Tender/Remarketingl~andshall&ect~afsuchSecmitiesbycaus'mg 
the Direct Participant to fmnder the Participant's interest in the Secrrrities. on DTCs records, to the 
[Team- Agent The mqkment for physid d e h e ~ ~  of Seaxities in umnectkm with a 
demand fix purchase or a mandato'ypdmse will bedeemedsatisfledwben the mmxskp xigb in 
&e Senuities are t r a n d i d  by Direct P a r t i w  on DTCS mrdr1 * 

la DTC xnay discontinue pmviding its h as secarities depitmy with respect to the Sexamhe . . 
a t a n y t i m e ~ ~ d b n o t i c e t o t h e L a u e r a r t h e A g e n t U n d e r & ~ , m t h e  
event that a successor d e s  depositoIy is not obtained, Security cedkates are required to be 
printed and delivered 

11. The Issuer may decide to discontinue use of the system ofbook-enty traders thou$ DTC (or 
a sucaessor securities deposrory). In that event, Security certibtes wiIi be printed and delivered 

L2 'Xle i n f d o n  in this sedion concerning DTC and DTCs bookenty system has been abed 
fmm sources that the issuer believes to be reliable, but the h e r  takes no rcspansibility for the 
acruracythemt 



$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER 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 $50,000,000 aggregate principal amount of Pima 
County, Arizona, Sewer Revenue Bonds, Series 2007 (the "Bonds"), issued by the County 
pursuant to Resolution No. 1991-138, adopted by the Board of Supervisors of the County on 
June 18, 199 1, as amended by Resolution 1991 - 183 adopted by the Board of Supervisors of the 
County on August 6, 199 1 (collectively, the "Master Resolution"), as supplemented by 
Resolution No. 2007-17, passed, adopted and approved by the Board of Supervisors of the 
County on January 16, 2007 (the "Supplemental Resolution" and, together with the Master 
Resolution, the "Bond 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 Supplemental 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 
Ramon 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. 

4. The County is a 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 Supplemental Resolution, the Bonds, 
the Bond Registrar, Transfer Agent and Paying Agent Agreement, dated as of January 1, 2007 
(the "Bond Registrar and Paying Agent Agreement"), between the County and The Bank of New 
York Trust Company, N.A. (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 Master Resolution and the Supplemental 
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 a 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 a 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 $50,000,000 issued under the Resolution in the form of fully- 
registered bonds without coupons, in the denomination of $5,000, 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 

(July 1) Amount Interest Rate 

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 a 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 set rates and collect Revenues with respect to its sewer system or to pledge 
the Net Revenues thereof as security for payment of the principal of and interest on the Bonds, 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 
County's right to use the proceeds of the Bonds in the manner contemplated in the Supplemental 
Resolution, or which, if determined adversely to the County or its interests, individually or in the 
aggregate, would have (a) a material adverse effect upon the financial condition, assets, 
properties or operations of the County or its sewer system, or (b) a 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 (c) 
an adverse effect on the validity or enforceability of the County Documents, or (d) impair the 
County's ability to comply with the requirements set forth in the Bond 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. The Bank of New York Trust Company, N.A., as Registrar, pursuant to the 
Supplemental 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 Merrill Lynch & Co. (the "Underwriter"), pursuant to The Depository 
Trust Company's F.A.S.T. closing procedures, after authentication and upon receipt by the 
Treasurer of the County of $50,258,125.68, representing $50,000,000.00 principal amount 
thereof plus a net premium of $1 16,849.85 and accrued interest of $141,275.83. The Treasurer 
will deposit and apply the proceeds of the sale of the Bonds as provided in Section 7 of the 
Supplemental Resolution. 

11. To the best knowledge, information and belief of the undersigned, (a) 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, 
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 a 
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, 
(b) 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 (c) 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 38-502 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 7 of the Resolution) in a manner and for purposes 
consistent with the voter approval obtained at the special bond elections held in and for the 
County on May 20, 1997 and May 18,2004, respectively. 

15. The Bonds are payable solely from a pledge of, and are secured by a first lien on, 
and are on a parity of lien with $135,892,236.94 aggregate outstanding principal amount of the 
County's Sewer Improvement and Refunding Revenue Bonds, Series 1 998, Sewer Revenue 
Refunding Bonds, Series 2001, and Sewer Revenue Refunding Bonds, Series 2004 and those 
certain Loan Agreements between the County and the Water Infrastructure of Arizona, dated 
February 1, 1996, June 1, 1997, October 27,2000, as amended, and May 1 1,2004, as amended, 
respectively, with respect to the Net Revenues and, other than as described in the Bond 
Resolution, the Net Revenues have not been pledged or hypothecated in any manner or for any 
purpose, and except for the above-described parity obligations, there are no bonds, judgments, 
notes, certificate or indebtedness of any kind or character whatsoever outstanding payable from 
such Net Revenues. 

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 Bond Resolution. 

[Signature page to follow] 



Dated: January 25,2007 

PIMA COUNTY, ARIZONA 

By: 

Chairman, Board of Supervisors 

By: 
Lori Godoshian 
Clerk, Board of Supervisors 



AGENDA, BOARD OF SUPERVISORS' MEETING 

BOARD OF SUPERVISORS' HEARING ROOM 

130 W. CONGRESS, 1ST FLOOR 

OCTOBER 17, 2006 9:00 A.M. 

1. ROLL CALL 

2. INVOCATION 

PLEDGE OF ALLEGIANCE 

. . .  EXECUTIVE SESSION 

(CLERK'S 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 prcperty located at 
12310 S. Old Spanish Trail, Vail, for the 
7locdprone L a ~ d  Acquisition Program, Tax 
Parcel No. 205-91-9250, Flood Co~trol Levy 
Fund, contract amcunt $459,478.00 including 
closing costs (22-59-S-13f3551-0906) 



NOTES /ACTION 

NEW BUSINESS 

3. Stephen W. and Pamela J. Evans, to provide an 
Acquisition Agreement and Warranty Deed for 
property located at i6140 and 16150 N. Lago 
Del Oro Parkway needed for the Floodprone 
Land Acquisition Program, Tax Parcel Nos. 
222-02-078C and 222-02-078D, Flood Control 
Levy Fund, contract amount $114,269.00 
including closing costs (22-59-E-138672-1006) 

LIBRARY DISTRICT BOARD 

CONTRACTS 

A. RESOLUTION NO. 2006 - LD 6 , 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 (01-66-T-138692-0706) 

B. RESOLUTION NO. 2006 - LD 7 , approving and - 
authorizing assignment of the 
Intergovernmental Agreement with the Town of 
Oro Valley, to provide library services, 
Library Fund, contract amount $300,000.00 
revenue (01-66-T-138693-0706) 

BOARD OF SUPERVISORS SITTING IN REGULAR SESSION 

CONSENT CALENDAR: For consideration and approval 

A. Call to the Public 

B. Approval of Consent Calendar 

A. CLASSIFICATION AND C9NPENSATION 

The -Lssistant County Administrator for P~ibli~ 
Narks Policy requests approval of the 
zreation of the follcwi~g new 

RA 10-17-06 (2) 



classifications. There are i-io associated 
ccsts. 

71.3i 2ro  j e c t  :u!ar.agcr -.? J L  7 :+ 
- 7  

- I  

~ z c l a s s i f l e d  ; 5 3 4 , 1 0 6  - $ g o ,  3 9 0 )  

7133 P r o j e c t  P a n a g e r  33 2,  E' 
S e n i o r  ($45 ,474  - $ i C 5 , 3 2 3 )  
U n c i a s s i f i s d  

*E = Exempt, Not P a i d  Over t ime  

B. The Finance and Risk Management Department 
requests approval of the creation of the 
following classification. There are no 
associated costs. 

C l a s s  C l a s s  -- 
Code T i t i e  - -  

Grade 
Code - 

EEO, O/T 
Code - 

7573 F i n a n c e  and  R i s k  U 4  1, Ef 
Management ($65 ,357-$127 ,858)  
Eeputy  D i r e c t o r  

+E = Exempt, Not P a i d  Over t ime  

6. FIRE DISTRICT - GOLDER RANCH FIRE DISTRICT 
Pursuant to A.R.S. S48-262.A.12, validation of the 
petitions presented from the Golder Ranch Fire 
District for the proposed Palisades Point Estates 
Annexation. (District 1) 

7. DIVISION OF ELECTIONS 

Staff requests that the name Terri Eerg be removed 
from the September 12, 2006 Primary Eiection 
Canvass in the Office of Precinct Committeeman 
from Precinct 058 - Democrat, and add the name 
Judi Nhite in the Office of Precinct Cornnitteeman 
from 2recinct 1353 - Republican. 



WASTEWATER MANAGEMENT 

8 .  QUARTERLY REPORT 

Wastewater Management Department Quarterly Report 
for the period July through September, 2006. 

* * * HEARINGS * * * 

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. 2001-111; Ordinance No. 2004-15; 
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 4, 1997 Special Election, as 
amended by Ordinance No. 1998-59; Ordinance 
No. 2001-112; Ordinance No. 2004-118; 
Ordinance No. 2005-90; and Ordinance No. 
2006-20, to amend project scoFes, 
implenentation period schedules, and bond and 
other fund allocations for certain projects. 



C .  O R D I N A N C E  NO.  2006 - 84 , cf t h e  Board o f  
S u p e r v i s o r s ,  r e l a t i n g  E O  G e n e r a l  O b l i g a t i o n  
and  Sewer Revenue Bond P r o j e c t s ,  amending 
Ord inance  No. 2004-19, Bond I m p l e m e n t a t i c n  
P l a n ,  May 18 ,  2004 S p e c i a l  E l e c t i o n ,  a s  
amended by Ord inance  No. 2005-92 and  
Ord inance  No. 2000-21, t o  r e a l l o c a t e  bond 
f u n d s ,  amend t h e  s c o p e  o f  c e r t a i n  p r o j e c t s ,  
amend i m p l e m e n t a t i o n  p e r i o d s  f o r  c e r t a i n  bond 
p r o j e c t s ,  a n d  a u t h o r i z e  t h e  u s e  of  a d d i t i o n a l  
o t h e r  f u n d s  t o  f i n a n c e  c e r t a i n  p r o j e c t s .  

LIQUOR LICENSES 

06-37-8860, Rober t  E a r l  Updike, J r . ,  C a t a l i n a  
Mountain E l k s  Lodge No. 2815, 16045 N .  O r a c l e  Rd., 
C a t a l i n a ,  S e r i e s  1 4 ,  P r i v a t e  Club ,  N e w  L i c e n s e .  

06-38-8861, Michae l  Lawrence Deimer ly ,  F i r e l i t e  
Lounge and  Cafe ,  2413 W .  Wetmore Dr ive ,  Tucson,  
S e r i e s  6 ,  Bar  L i c e n s e ,  P e r s o n  T r a n s f e r .  

06-39-8862, C l a r e  H o l l i e  Abel ,  Wal-Mart 
Neighborhood Market  No. 3777, 2823 W .  V a l e n c i a  
Road, Tucson,  S e r i e s  9 ,  L iquor  S t o r e  L i c e n s e ,  
P e r s o n  and  L o c a t i o n  T r a n s f e r .  

06-40-8863, Amy Mar t ino ,  T r a t t o r i a  d e l l a  F a m i g l i a ,  
6060 N .  Oracle Road, Tucson,  S e r i e s  12,  R e s t a u r a n t  
L i c e n s e ,  N e w  L i c e n s e .  

EXTENSION OF PREMISES/PATIO PERMIT 

Sharon  0 .  Rahe, X a t e r  Hoie ,  16540 W .  Avra V a l l e y  
Xoad, Marana, Temporary E x t e n s i o n  o f  
P r e m i s e s / P a t i o  P e r m i t  f o r  Oc tober  28, 20C6. 



PUBLIC WORKS 

DEVELOPMENT SERVICES 

COMPREHENSIVE PLAN AMENDMENTS I 
15. Co7-06-0-2, OLIVAREZ/VELASCO - W. VELO ROAD PLAN 

AMENDMENT 
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 1,300 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 7-0 (Commissioners 
Mernbrila and Smith were absent) to recommend 
APPROVAL WITH A REZONING POLICY: DEVELOPMENT IS 
LIMITED TO TWO HOUSES. Staff recommends APPROVAL. 
(District 3) 

16. Co7-06-08, WER - INTERSTATE 19 FRONTAGE ROAD PLAN 
AMENDMENT 
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 
Mernbrila and Smith were absent) to recommend 
DENIAL. Staff recommends DENIAL. (District 3 )  

17. Co7-06-03, ALAS - S. NOGALES HIGHNAY PLAN 
AMENGMENT 
Req~est of Orlando and Edilza Alas, to ainend the 
Pima County Comprehensi-;e Plan from Resource 
Transition ( R T )  to 4ural Crossrcads ( R X )  . The 
s~bject pro~erty is approxiaateiy 4.59 acres ard 
. - 
:s located ap~rexiaately 3?5 feet east of the east 



interstate i9 iroritage 3oad, approximately S C O  
feet north of :47. Arivaca Rcad, in Section 31, 
T13S, R13E, in the Upper Santa Cruz Valley 
Subregion. On n.otion, the Planning and Zoning 
Ccmmission voted 7-0 (Commissioners Membrila and 
Smith were absent) to recormend DENIAL. Staff 
recommends DENIAL. (District 3) 

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, T13S, RlOE, 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: (1) standard policy language regarding 
the Western Burrowing Owl, and ( 2 )  require on-site 
mitigation for Multiple Use management areas in 
the (CLS) Conservation Lands system and a dwelling 
unit cap of 36 homes Staff recommends APPROVAL 
WITH A SPECIAL AREA POLICY, and a suggested 
density cap of 40 homes, with some level of off- 
site mitigation. (District 3) 

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 
Co~nty Ccde by amending Chapter 18.03, General 
Cefinitions and amending Chapter 18.07 General 
Regulations and Exceptions, to revise development 
standards for corrmunication tcwers and 
appurtenances located within public rights-of-way 
and cn private proFerty. On ii.oticn, the Planning 
and Zoning Comnission voted 7-0 (Commissioners 



Xembrila and Snith ;$ere absent) to reccirmend 
APPROVAL. Staff recome~ds APPROVAL. (All 
Disrricts) 

If approved, pass and adopt: 

ORDINANCE NO. 2006 - 85 - 

CONDITIONAL USE PERMIT 

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 a Conditional Use Permit for ,a water 
pumping and distribution facility. Chapter 18.97, 
in accordance with Section 18.13.030.B.28 of the 
Pima County Zoning Code, allows a water pumping 
and distribution facility as a Type I1 conditional 
use in the RH zone. The Hearing Administrator 
recommends APPROVAL, subject to standard 
conditions. (District 3) 

WAIVER OF PLATTING REQUIREMENT I 
21. PPW06-02, MADERA PLAZA I1 - A COMMERCIAL 

CONDOMINIUM 
Request of Madera Plaza 11, L.L.C., Madera Plaza 
L.L.C., and Bayshore 67 L.L.C., Tax Parcel Nos. 
304-65-735A, 304-65-7370, 304-65-7380, 304-72-0370 
represented by Mendelson & Oseran, P.L.C., for a 
waiver of the subdivision plat requirements 
pursuant to Section 18.69.080 of the Pima County 
Zoning Code which allows a waiver of any or all 
code standards for a subdivision which has 
received or is not subject to an order of 
exemption from the public report requirements 
administered by the Arizona Ce~artment of Real 
Estate. The subject property compromises of Park 
Center Subdivision (Bk. 41, Pg. 19), Lots 4, 5, 
and 7 and a portion of Lot 5, kn~wn as Block A 
Madera Plaza (P1.201-055, 3k. 55, Pg. 23-2), is 
approxirnat?iy .5  acres, zoned CB-1 (local business) 



and is locared scuth of ihe Town of Sahuarita one 
mile east of Interstate 13 on the corner of East 
Continental and South Park Center Avenue. Staff 
reccmrnends APPROVAL WITH CONDITIONS. (District 4) 

STXEET NAME CHANGE 

Present Proposed 

Unnamed easement/road 
for alignment 
C014-06-018 
(District 3) 

TRANSPORTATION 

Sea Tac Way 

ROAD ESTABLISHMENT 

RESOLUTION NO. 2006 - 275 , of the Board of 
Supervisors of Pima County, Arizona, providing for 
the establishment of a County highway lying within 
Sections 14, 15, 22, 26, 27, 34 and 35, TlSS, 
R14E; Sections 2, 3, 10, 11, 14, 15, 34, and 35, 
T1.6S, R14E; Sections 2, 3, 10 and 11, T17S, R14E, 
Pima County, Arizona, Proceeding No. 2995, for a 
portion of Swan Road. (District 2) 

ACCEPTANCE OF PROJECT/ROADWAY FOR MAINTENANCE 

Swan Road Extension, south from Nogales - Old Vail 
Connection R-796. Developer: Aries Enterprises, 
Ltd. (District 2) 

TRAFFIC ORDINANCES 

A. GRDINANCE NO. 2006 - 86 , of the Bcard of - 
Slipervisors, prohibiting traffic on Pontatoc 
Road in Pima County, Arizona. Staff 
reconmends APPROVAL. (District lj 



3 .  CRDINANCE NO. 2C06 - 87 , of the Ecard of - 
Supervisors, regulating ~arking on Pontatoc 
Road in Pima County, Arizona. Staff 
recoimends APPROVAL. (District 1) 

C. ORDINANCE NO. 2006 - 88 , of the Board cf - 
Supervisors, establishing prima facie speed 
limits on Silverbell Road in Pima County, 
Arizona. Staff recommends APPROVAL. 
(District 3) 

2 6.  TRAFFIC RESOLUTION 

RESOLUTION NO. 2006 - 276 , of the Board of 
Supervisors, temporarily reducing the speed limit 
on a segment of Old Spanish Trail in Pima County, 
Arizona, for the Everyone Runs Half Marathon. 
Staff recommends APPROVAL. (District 4) 

27. CALL TO THE PUBLIC 

28. ADJOURNMENT 



CONSENT CALENDAR, OCTOBER 17, 2006 

1. CONTRACTS AND AWARDS 

CONSERVATION 

1. Governor's Office for Children, Youth 
and Families, Amendment No. 1, to 
provide for travel expenses for local 
law enforcement training regarding 
Violence Against Women, AZ State Fund, 
contract amount $1,786.00 decrease (02- 
70-G-137195-0105) 

A. ' COMMUNITY DEVELOPMENT AND NEIGHBORHOOD 

COMMUNITY SERVICES EMPLOYMENT AND TRAINING 

I 

2. ~rizona Department of Economic Security, 
Amendment No. 4, to provide employment 
and training services, WIA Grant Fund, 
contract amount $39,000.00 revenue (01- 
39-A-134231-0404) 

3. RESOLUTION NO. 2006 - 273 , approving 
an Intergovernmental Agreement with the 
City of Tucson, to provide for the 
administration of a Bridges/Supportive 
Housing Program, HUD Grant Fund, 
contract amount $84,111.00 revenue (01- 
69-T-138707-1006) 

4. Arizona Department of Economic Security, 
Amendment No. 3, to provide employment 
and training services to participants in 
Pima County's Workforce Investment Act 
Programs, WIA Grant Fund, contract 
amount $104,861.00 revenue (01-69-A- 
136196-0405) 

C. PIMA HEALTH SYSTEM 

5. General Dentistry for Kids, L.L.C., 
A?en&,ent No. 5, to ~rcvicie dentai 
services, exier.d ccntract term to 



i0/31/07 and amend contractual language, 
PHCS Enterprise Fund, contract amount 
$200,000.00 (18-i5-G-131601-1102) 

6. General Dentistry 4 Kids Tucson, L.L.C., 
Arnendnent No. 5, to provide dental 
services, extend contract term to 
10/31/07 and amend contractual language, 
PHCS Enterprise Fund, contract amount 
$200,000.00 (07-15-G-133243-1103) 

7. Arete Sleep, L.L.C., Amendment No. 4, 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 (07-15-A- 
133893-0304) 

8. Arizona Oral and Maxillofacial Surgeons, 
P.C., Amendment No. 2, to provide dental 
and oral surgery services, extend 
contract term to 10/31/07 and amend 
contractual language, PHCS Enterprise 
Fund, contract amount $150,000.00 (18- 
15-A-135072-1004) 

9. Michael T. Mayo, D.D.S., P.C., Amendment 
No. 1, to provide dental services, 
extend contract term to 10/31/07 and 
amend contractual language, PHCS 
Enterprise Fund, no cost (18-15-M- 
135156-1104) 

10. Palo Verde Surgical Associates, P.C., 
Amendment No. 2, to provide general 
surgery services, extend contract term 
to 9/30/07 and amend contractual 
language, PHCS Enterprise Fund, no cost 
ii8-15-P-135247-1104) 

11. Zevon Gables Health Care Center, 
.W,endiient No. 2, to provide iong term 
care services, extend contract term to 
i0/31/07 and anend contractual language 



PHCS Enterprise Fund, contract amount 
$5,000,000 .OO iL9-15-D-1370i5-1005) 

12. Manor Care of Arizcna, Inc., d.5.a. 
Manor Care Heaith Services (Tucson) No. 
498, Amendment No. 2, to provide long 
term care services, extend contract term 
to 10/31/07 and amend contractual 
language, PHCS Enterprise Fund, contract 
amount $500,000.00 (18-15-M-137016-1005) 

13. Presidio Health Associates, L.L.C., 
d.b.a. Catalina Healthcare Center, 
Amendment No. 1, 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 
$3,000,000.00 (18-15-P-137017-1005) 

14. Kindred Nursing Centers West, L.L.C., 
d.b.a. Villa Campana Health Care Center, 
Amendment No. 3, to provide long term 
care services, extend contract term to 
10/31/07 and amend contractual language, 
PHCS Enterprise Fund, contract amount 
$1,000,000. 00 (18-15-K-137034-1005) 

15. Santa Rita Care Center, L.L.C., d.b.a. 
Santa Rita Care Center, Amendment No. 2, 
to provide long term care services, 
extend contract term to 10/31/07 and 
amend contractual language, PHCS 
Enterprise Fund, contract amount 
$4,080,000.00 (18-15-S-137035-1005) 

16. Kindred Nursing Centers >lest, L.L.C., 
d.b.a. Cesert Life Rehabilitation and 
Care Center, Amendment No. 3, to provide 
long term care services, extend ccntract 
term to 10/31/07 and amend contract.~al 
ianguage, 2ECS Enterprise Fund, contract 



Ensign Sabino, L.L.C., d.b.a. Sabino 
Canyon 4ehabilitation and Care Center, 
Amendment No. 1, to provide long term 
care services, extend contract term to 
10/31/07 and amend contractual language, 
PHCS Enterprise Fund, contract amount 
$2,000,000.00 (18-15-E-137038-1005) 

Villa Maria Care Center, L.L.C., 
Amendment No. 2, to provide long term 
care services, extend contract term to 
10/31/07 and amend contractual language, 
PHCS Enterprise Fund, contract amount 
$2,000,000.00 (18-15-V-137039-1005) 

SVRC-Rosa, L.L.C., d.b.a. Santa Rosa 
Care Center, Amendment No. 2, to provide 
long term care services, extend contract 
term to 10/31/07 and amend contractual 
language, PHCS Enterprise Fund, contract 
amount $1,000,000.00 (18-15-S-137045- 
1005) 

Kindred Nursing Centers West, L.L.C., 
d.b.a. Valley Health Care and 
Rehabilitation Center, Amendment No. 2, 
to provide long term care services, 
extend contract term to 10/31/07 and 
amend contractual language, PHCS 
Enterprise Fund, contract amount 
$2,000,000.00 (18-15-K-137062-1005) 

Handmaker Jewish Services for the Aging, 
Amendment No. 1, to provide long term 
care services, extend contract term to 
10/31/07 and amend contractual language, 
PHCS Enterprise Fund, contract amcunt 
$1,000,090.00 !18-i5-H-137063-1005) 

Avalon Care ,Center-Tucso2, L. I,. C., 
d.k.a. La Coiina Heaith Care Center, 
P-mendrr,ent No. 1, to ~rovide long term 
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tare services, extend contract term to 
10/31/07 and amend contractual language, 
PHCS Enterprise Fund, contract amount 
$3,000,000.00 (19-15-A-137067-1005) 

23. Holy Cross Hospital, Inc., Amendment 
No. 1, to provide long term care 
services, extend contract term to 
10/31/07 and amend contractual language, 
PHCS Enterprise Fund, contract amount 
$4,000,000.00 (18-15-H-137075-1005) 

24. Park Waverly Healthcare, L.L.C., d.b.a. 
Waverly Park Health Care Center, 
Amendment No. 2, to provide long term 
care services, extend contract term to 
10/31/07 and amend contractual language, 
PHCS Enterprise Fund, contract amount 
$2,000,000.00 (18-15-P-137077-1005) 

25. L. Hunter Nash, D.D.S., P.C., to provide 
dental services, PHCS Enterprise Fund 
contract amount not to exceed 
$400,000.00/2 year term (18-15-N-138661- 
1106) 

PROCUREMENT 

26. Office Depot, Inc., Amendment No. 2, to 
provide copy paper and extend contract 
term to 1/31/08, Various Department 
Funds, contract amount 350,000.00 (11- 
68-0-135788-0205) 

27. Blindheim Southwest, Inc., d.b.a. Earth 
Reinforcement Specialists, to provide 
emergency soil nailing services for the 
Mt. Lermon retaining wall collapse and 
slope failure, HURF Fund, contract 
amount $364,000.00 (03-04-a-i3872C-0806) 
Transportation 



28. Cooperative Procurenent: Award of 
Contract, Requisition No. 0701143 in tke 
amount of $800,000.00 to Waxie 
Enterprises, Ine. (Headquarters: San 
Diego, CAI 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 $254,000.00 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 a 
one year period with the option to 
extend for purposes of project 
completion. Funding Source: Wastewater 
Management Enterprise Fund. 
Administering Department: Wastewater 
Management. 

REAL PROPERTY 

30. Fidelity National Title Agency Inc., 
Trust No. 60,230 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 $3,217,200.00 including closing 
costs (22-05-F-138673-1006) 

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 encrcachment on Davis- 
Monthan Air Force Sase, 2004 30nd Fund, 
contract anount S412,E24.00 inc1:lding 
closing costs !22-05-24-138674-1000) 



F. SHERIFF 

32. RESOLiiTiON ?IO. 2006 - 274 , approving 
an Intergovernmental Agreement with the 
Arizona Criminal Justice Coxmission, to 
provide for Driving or Operating Under 
the Influence Abatement Program, State 
Grant Fund, contract amount $57,500.00 
revenue (01-11-A-138666-0706) 

33. Maricopa County Probation Office, 
Amendment No. 1, to provide for 
participation in the H.I.D.T.A. XV 
Program, H.I.D.T.A. XV Grant Fund, 
contract amount $2,631.00 (01-ll-M- 
136284-1004) 

G . WASTEWATER MANAGEMENT 

34. Mission Linen Supply, Amendment No. 2, 
to provide for the re-plumb of the 
Mission Linen Sanitary Sewer and extend 
contract term to 6/1/07, no cost (03-03- 
M-137759-1004) 

2. DIVISION OF ELECTIONS 

Pursuant to A.R.S. S16-531, appointment of all 
election boards and tally boards recruited and on 
file in the Division of Elections Office for the 
General Election, November 7, 2006. 

3. SPECIAL EVENT LIQUOR LICENSES APPROVED PURSUANT TO 
RESOLUTION NO. 2002-273 

A. Patrick Murray Connors, Tucson Culinary 
Foundation, Lcews Ventana Canyon Resort, 7000 
N. Resort Drive, Tucson, October 6, 7 and 8, 
2006. 

E. Zames N. Zimerman, Corpus Christi Parish, 
300 N. ianq~~e Verae Loop, Tucson, Bctober 14, 
213Co'. 



- . 2fIiehael Anthony Galvin, Catholic Ccrmunity of 
St. Odilia, 7570 N. Paseo Cel Ncrte, Tucson, 
October 14, 2006. 

D. Peter P. Chan, Asian Lmerican Scholarship, 
Chinese Cultural Center, 1288 W. River Road, 
Tucson, October 14, 2006. 

PUBLIC WORKS 

WASTEWATER MANAGEMENT 

4. PUBLIC ANNOUNCEMENT 

Pursuant to A.R.S. S49-391(C), a 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 
Department's 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, a 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: 

G and Y Investments, an Arizona Corporation, 
d.b.a. Sparkle Carwash, No. 2006-04. Proposed 
settlement amount is $1,400.00. 

5. PROCLAMATION 

Proclaiming the month of November, 2006 to be: 

"FAIR LENGING MONTH" 

6 .  RATIFY AND/OR APPROVE 

Minutes: September 5, 2006 
September 11, 5006 



ADDENDUM, BOAR11 OF SUPERVISORS ' MEETING 

BOARD OF SUPERVISORS' HEARING ROOM 

1 3 0  W. CONGRESS, 1ST FLOOR 

OCTOBER 1 7 ,  2006  9 : 0 0  A.M. 

... EXECUTIVE SESSIONS 

Public discussion and action nay cccar on the executive session 
Items listed below chring the regularly scheduled aeeticg. 

A .  P u r s u a n t  t o  A.R.S. 538-431 .03 (A)  ( 3 )  a n d  ( 4 ) ,  
f o r  l e g a l  a d v i c e  a n d  d i r e c t i o n  r e g a r d i n g  Pima 
C o u n t y  v .  Maucci ,  Pima Coun ty  S u p e r i o r  C o u r t  
Cause  No. C20051457. 

B .  P u r s u a n t  t o  A.R.S. S38-431.03(A)  ( 3 )  a n d  ( 4 ) ,  
f o r  l e g a l  a d v i c e  a n d  d i r e c t i o n  r e g a r d i n g  
Dufour  v .  Pima Coun ty  e t .  d l . ,  Pima Coun ty  
S u p e r i o r  C o u r t  Cause  No. 20056484.  

BOARD OF SUPERVISORS SITTING IN REGULAR SESSION 

1. BOARD OF SUPERVISORS 

A p p r o v a l  o f  t h e  Board  o f  S u p e r v i s o r s '  M e e t i n g  
S c h e d u l e  f o r  t h e  p e r i o d  o f  J a n u a r y  t h r o u g h  May, 
2007.  

2. FINANCE AND RISK MANAGEMENT 

A .  RESOLUTION NO. 2006 - 277 , o r d e r i n g  t h e  
s a l e  o f  n o t  t o  e x c e e d  $ 2 5 , 0 0 0 , 0 0 0 . 0 0  p r i n c i p a l  
amount o f  Pima Coun ty ,  A r i z o n a ,  S t r e e t  a n d  
Highway Revenue Bonds.  

B. RESOLUTION NO. 2006 - 278 , o r d e r i n g  t h e  
s a l e  cf n o t  t o  e x c e e d  S5OIG00,0O0.00 p r i n c i p a l  
airount cf Fima Coun ty ,  A r i z o n a ,  S e x e r  Reven,s 
3 o n d s .  
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C. RESOLLTTION 30 .  2306 - 279 , crdering the 
sale of not to exceed $100,000,000.00 
principal amcunt cf Pina County, Arizcna, 
General Jbligation Bcnds. 

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 $8,000,000.00 
Educational Facility Revenue Bonds (Success and 
Superior Schools Project), Series 2006 and 
declaring an emergency. 

CONTRACTS 

A. Community Services, Employment and Training 

Arizona Department of Economic Security/ 
Community Services Administration, Amendment 
No. 4, to provide emergency assistance to low 
income residents, State Grant Fund, contract 
amount $257,360.00 revenue (01-69-A-136291- 
0705) 

B. Procurement 

United Fire and Casualty Company, to provide 
a Takeover Agreement for the completion of 
the Honea Heights Colonia Sanitary Sewage 
Conveyance System, Department of Agriculture 
Grant Fund, contract amount $990,000.00; Town 
of ?4arana, contract amount $370,625.00 (03- 
03-U-138761-10063 Nastewater Management 

C. Tzansportaticn 

Parsons Brinckerhoff 12uade and Douglas, Inc., 
?-rr.endrr.er,t No. 2, to crovide rcadway pla~ning 
and design services for Vail Xoad/C~icssal 
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Cave 3cad Project and aaend scope cf work, 
Cevelcpment Izpact Fee Fund, contract anc~nt 
$53,567.35 (16-04-P-134047-0204) 

3. Wastewater Vanagement 

Vail Valley ;oint Venture, to provide a 
Connection Fee Credit Agreement, no cost ill- 
03-V-138721-1006) 

5. BOARDS, COMMISSIONS AND/OR COMMITTEES 

A. Board of Adiustment No. 4 

Appointment of Chet Davis to replace John 
Moore. Term expiration: 10/17/08. 
(District 4) 

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. 
(Juri'sdictional recommendation) 

C. Community Action Agency Board 

Reappointment of Doralina Skidmore. Term 
expiration: 10/31/07. (District 5) 

D. Pima County/Tucson Women's Commission 

Appointment of Diana Jimenez-Young to fill 
unexpired term of Margot Veranes. Term 
expiration: 12/31/08. (District 5) 

PROCLAMATION 

Proclaiming the evening of Sunday, October 29, 
2096, to Ice: 

"UNA NOCHE DE ALEGRIA - 
60 YEARS OF PI0 DECIMO CENTERN 
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* * * HEARING * * * 
E"RANCHISE/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 3 and 4, 
2 0 0 6 .  

--..- ----- .,- - . - p :  - -  - -  . -. .- + -I - -- : + : I- 5 .=. . I.!. 
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AGENDA, BOARD OF SUPERVISORS' MEETING 

BOARD OF SUPERVISORS' HEARING ROOM 

JANUARY 1 6 ,  2007 9:00 A.M. 

1. ROLL CALL 

2. INVOCATION 

3. PLEDGE OF ALLEGIANCE 

4. PAUSE 4 PAWS 

... EXECUTIVE SESSION 

(CLERK'S NOTE: A s  o f  t h e  p o s t i n g  d a t e  o f  1 / 9 / 0 7 ,  
no  e x e c u t i v e  s e s s i o n  i t e m  h a s  b e e n  p l a c e d  on t h e  
r e g u l a r  a g e n d a .  However, t h i s  i s  s u b j e c t  t o  a n y  
addendum.) 

BOARD OF SUPERVISORS SITTING AS OTHER BOARDS 

. . .  FLOOD CONTROL DISTRICT BOARD 

A.  R i p a r i a n  H a b i t a t  M i t i g a t i o n  P l a n  

S t a f f  r e q u e s t s  a p p r o v a l  o f  t h e  Hydro/Meso 
R i p a r i a n  H a b i t a t  M i t i g a t i o n  P l a n  t o  c o n s t r u c t  
a  s i n g l e  f a m i l y  r e s i d e n c e  on p r o p e r t y  l o c a t e d  
a t  1595  N .  Freeman Road. (Dis t r i c t  4 )  

B .  C o n t r a c t s  

1. F a l c o n e  Bros .  and  A s s o c i a t e s ,  I n c . ,  
Change O r d e r  No. 6 ,  t o  p r c v i d e  f o r  t h e  
Ajo  D e t e n t i o n  B a s i n  Phase  3:  P i p i n g  
M o d i f i c a t i o n s  P r o j e c t  a n d  amend s c c p e  o f  
work, C a p i t a l  Inprcvernent  P r o j e c t  Fund, 
c c n t r a c t  amount $361 ,800 .03  (03-59-F- 
138393-0706) 



2. Fan~el A. Cuen and Santos L. Pena, to 
prcvide an Acquisition Agreenent in 
accordance with the floodprone Land 
Acquisition Program, Tax Parcel No. 208- 
41-0420, Flood Control Levy Fund, 
contract amount $132,000.00 including 
closing costs (22-59-C-139086-0107) 

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. 114-19-010N and 114-18- 
007G, Flood Control Levy Fund, contract 
amount $867,865.00 including closing 
costs (22-59-M-139088-0107) 

BOARD 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 4) 

NEW BUSINESS 

7. COUNTY ADMINISTRATOR 

Classification and Ccmpensation 

The Pina Ccxncy Attorzeyf s Gf fize req~ests 
approval to create four 2csition Ccntrol Nuak?rs 
(iCNs) to be allocated as 3146/Vicim Witness 



Advoczre (2 positicns), 3i47/Crimiral IcvestiyaEo; 
and 3i39/information Processing Support Speciaiist 
- CA. Grant fcnded, 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 AGREEMENTS 

A. William and Gaye Lowery, to provide an 
Acquisition Agreement for approximately 4 
acres of habitat protection priority land on 
property located at 2344 W. La Cresta Rd., 
Tax Parcel No. 225-04-004C, 2004 Bond Fund, 
contract amount $373,600.00 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. (22-05-L-139063-0107) 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 $460,200.00 incl~ding 
closing costs. On motion, the Conservation 
Acquisition Comiiission voted 5-4 
(Coinmissioners Johnson, Shartuck, Sheridan 
and Marshall voted EJAY, Commissioner Arnold 
abstained azd C~~inmissioner Pettis was absent) 
to recozmend APPROVAL. Staff recommends 
APPROVAL. (22-05-L-139064-0107) Natural 
Resoarees, Parks and Recreation 



C. cuesc Land G~CGF, L.L.C., to provide an 
Acquisition Agreement for approximately 
13,243 acres cf habitat prctection priority 
land on property located at Camino dei Aurora 
near the intersection of Overton Rd. and La 
Cholia Slvd., Tax Parcel No. 225-04-002A, 
2004 Bond Fund, contract amount $1,349,500.00 
including closing costs. On November 9, 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 9, 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. (22-05-Q-139038- 
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. 305-16-002A 
and 305-16-002B, 2004 Bond Fund, contract 
amount $136,000.00 including closing costs. 
On motion, the Conservation Acquisition 
Commission voted 11-0 to recommend APPROVAL. 
Staff recommends APPROVAL. (22-05-C-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 a 4 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- 
Oi9B. 1997 Bond Fund, contract amount 
$329,709.30 including closing cost. On 
z.ction, the Conservation Acquisition 
Czxnission vcted 8-1 (Corrmissioner Pettis was 
absent, Ccrrmissioner Shattuck voted NAY, 



Ccmissioner Johzson abstained) to reccm~end 
APPROVAL. Staff reconurnends APPROVAL. (22-135- 
R-i39101-0107) Natural Resources, Parks and 
Recreation 

10. INDUSTRIAL DEVELOPMENT AUTHORITY 

RESOLUTION NO. 2007 - 13 , of the Board of 
Superviscrs 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 $8,000,000.00 
Education Revenue Refunding Bonds (Tucson Country 
Day School Project), Series 2007 and declaring an 
emergency. 

PUBLIC WORKS 

DEVELOPMENT SERVICES 

11. FINAL PLAT WITH ASSURANCES 

P1205-120, Estates at Old Spanish Trail Re-Plat, 
Lots 1-56 and Common Areas A and B. (District 4) 

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 $708,855.00 for 
the Dan Felix Memorial Park Improvements and 
matching 2004 Bond Funds in the amount of 
$708,856.00. 

WASTEWATER MANAGEMENT 

REGICNAL OPTINIZATION MASTER PLAN 

Staff requests authorization to submit Regional 
Gptinization Xaster Plan to the Arizona Deparment 
of Environmental Qliality to fuifili cur initiai 
obligation to present a prcgran for achieving 
candated treatment processes at our wastewater 
treatment facilities. 



* * * HEARINGS * * * 

LIQUOR LICENSE 

14. 06-59-8882, Michael James Hanson, Soleil, 3001 E. 
Skyline Drive, Tucson, Series 12, Restaurant 
License, New License. 

PUBLIC WORKS 

DEVELOPMENT SERVICES 

REZONINGS 

15. Cog-05-30, STEWART TITLE AND TRUST NO. 1580 - 
KINNEY ROAD REZONING 
Request of Stewart Title and Trust No. 1580, 
represented by MMLA Psomas, for a rezoning of 
approximately 143 acres from GR-1 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, Co7-00-20. On motion, the 
Planning and Zoning Commission voted 5-2 
(Commissioners Smith and Membrila voted NAY, 
Commissioner Spediarian abstained and Commissioner 
Gungle was absent) to recommend DENIAL. Staff 
recommends DENIAL. (District 3) 

*(CLERK'S NOTE: Regular Agenda Item Nos. 16 and 17 
should be considered together.) 

*16. Cog-06-27, PBH 11, L.L.C. - VALENCIA ROAD F.EZONING 
Request of PBH 11, L.L.C., represented by P!ichael 
Gwen cf Pxerican Pacific Engineering, L. L. C., fcr 
a rezoning cf apprcxiinately .9 acres frcin GZ-i 
(gural Residential) to C3-2 (General Business), z n  
prcperty located on the scutheast ccrner of 
?Ialencia Road azd Camino de la Tierra. The 



proposed rezcning socforms to the Pima County 
Comprehensive Plan Co7-00-20. O n  motion, the 
Planning and Zoning Conmission voted 8-0, 
(Commissioner Gungle was abseni) to recornend 
APPROVAL WITH CONDITIONS. Staff reccrmends DENIAL. 
(District 5) 

MODIFICATION OF REZONING CONDITIONS 
(SUBSTANTIAL CHANGE) 

*17. Cog-00-30, ARAVAIPA PROPERTIES, L.L.C. - VALENCIA 
ROAD REZONING 
Request of PBH I1 L.L.C., represented by Michael 
Owen of American Pacific Engineering, L.L.C., for 
a modification (substantial change) of rezonina - 2 

condition nos. 11 and 12 for the above referenced 
rezoning from GR-1 (Rural Residential) to CB-1 
(Local Business) for 3.0 acres and to CB-2 
(General Business) for 12.0 acres. The subject 
site was granted a five-year 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, Co7-00-20. 
On motion, the Planning and Zoning Commission 
voted 8-0 (Commissioner Gungle was absent) to 
recommend APPROVAL WITH CONDITIONS. Staff 
recommends DENIAL. (District 5) 

18. Cog-83-121, PIONEER NATIONAL NO. 11504 - CAMINO DE 
LA TIERRA REZONING 
Request of Steve Laszlo, David Thomas and Aida 
Thomas, for a modification (substantial change) of 
rezoning condition no. 14 which reads, "Use 
restricted to day care center only." The applicant 
proposes to mcdify the use to condominiums. The 
subject property is approximately 1.4 acres, was 
rezoned from CR-4 (Mixed Cweliing Type) to T 3  
(Transiticnai), and is lccated cn ir-e west side of 
Carnino de la Tierra apprcxiaately 1/2 miie south 
of Vaiencia Xcad. On moticn, the Planning and 
Zoning Coizinission voted 8-0 (Coirmissioner Gungle 



was absent) to r e c o ~ n e ~ d  APPROVAL WITH CONDITIONS. 
Staff reccimends APPROVAL WITH CONDITIONS. 
(District 5 )  

ZONING CODE TEXT AMENDMENT 

*(CLERK'S 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 S11-821.03, 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 6-1 
(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 - 7 . - 
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 a regional policy addressing 
the Transfer of Cevelopment Rights (TDR) and to 
add developrcent standards to the Land Use 
Intensity Legend for developments utilizing 
transferred development rights. Transfer of 
Zeveispment Sights is a prccess by xhich 
development rights from ace or nore sending 
prcp~rties are affixed to one or nore receir~ing 
properties. On nction, rhe Planning and Zoning 



C o x n i s s i c n  v o t e d  6-2 ( C s i ~ n i s s i c n e r s  H i r s c h  a n d  
Nembr i la  v c t e d  NAY; Ccn-missioner Gungie x a s  
a b s e n t )  t o  recormnend APPROVAL. S t a f f  r e c c m i e n d s  
APPROVAL. ( P i i  D i s t r i c t s )  

21. CALL TO THE PUBLIC 



CONSENT CALENDAR, JANUARY 16, 2007 

1. CONTRACTS AND AWARDS 

A. COMMUNITY DEVELOPMENT AND NEIGHBORHOOD 
CONSERVATION 

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 $30,000.00 (01-70-T-139089-1006) 

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 $10,080.00 
revenue (02-02-0-139100-0107) 

C. PIMA HEALTH SYSTEM 

3. AccentCare At Home, Inc., d.b.a. 
AccentCare, Amendment No. 4, to provide 
homecare services and amend contractual 
language, PHCS Enterprise Fund, contract 
amount $500,000.00 (11-15-A-134438-0704) 

4. Kindred Nursing Centers West, L.L.C., 
d.b.a. Villa Campana Health Care Center, 
Amendment No. 4, to provide nursing 
facility services and amend contractual 
language, PHCS Enterprise Fund, no cost 
(18-15-K-137034-1005) 

- 
3 .  Kindred Nursing Centers West, L. L.C., 

d.b.a. Cesert Life Rehabilitatisn and 
Care Center, Pmerid~ent No. 4, to provide 
xursing facility ser77iees and amend 



contractl~al language, PHCS Enterprise 
Fund, no cost (18-15-K-i37036-1005) 

D. PROCUREMENT 

6. Siemens Communication, Inc., Amendment 
No. 2, 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 $200,000.00 (11- 
14-S-137967-0406) Information Technology 

7. Statistical Research, Inc., Amendment 
No. 2, to provide Pima County Justice 
Court/Tucson City Court Complex 
archaeological data recovery and amend 
contractual language, 2004 Bond Fund, 
contract amount $2,728,621.72 (07-73-S- 
138479-0806) Public Works, Cultural 
Resources and Historic Preservation 

8. Greeley and Hansen, Amendment No. 1, 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 (16-03-G-137854-0206) Wastewater 
Management 

Award 

9. Award of Direct-Select Contract, 
gequisition No. 0702018, in an amount 
not to exceed $460,000.00 to RS 
Engineering, Inc. (Headq~~arters: Tucson, 
AZ) to complete engineering services for 
the Tanque Verde Road: Catalina Highway 
to Houghten Road Project. Because RS 
Engineering previously prepared design 
for 751 for this project, the Councy 
xculd lose a significant portion cf the 



invesczeni nade in that design and inclir 
unnecessary delays if a new firm were 
ccntracted to complete the project. 
Therefore, it was derermined under the 
~rovisions of Bcard Policy C29.1 ( B )  and 
(3) and A.R.S. S34-103, that it wculd be 
of significant benefit to Pima County to 
direct-select RS Engineering to complete 
the work. Funding Source: 1997 HURF 
Bond and RTA Tax Revenue Funds. 
Administering Department: 
Transportation. 

10. Yuma County Sheriff's Office, Amendment 
No. 4, to provide for participation in 
the H.I.D.T.A. XI11 Program and extend 
contract term to 6/30/07, no cost (01- 
11-Y-132422-1002) 

11. Maricopa County Sheriff's Office, 
Amendment No. 1, to provide overtime 
costs incurred during clandestine 
methamphetamine lab cases and extend 
contract term to 6/30/07, no cost (01- 
11-M-136045-0305) 

12. Nogales Police Department, Amendment 
No. 1, to provide for participation in 
the H.I.D.T.A. XV Program and extend 
contract term to 6/30/07, no cost (01- 
11-N-136313-1004) 

WASTEWATER MANAGEMENT 

13. S.?,.S.A., L.L.C., Amendment No. 2, to 
provide a sewer facilities development 
agreement for construction of sewage 
treatment facility improvements at the 
Ccrora de Tucscn 'rlastewater Treatme~t 
Facility and amend sccpe cf wcrk, 
i~lasiewater System Cevelepment Fund, 



WASTEWATER MANAGEMENT 

2. PUBLIC ANNOUNCEMENT 

Pursuant to A.R.S. 549-391(C), a public corrment 
period of 30 days must occur befcre 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 
Department's 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, a 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 A1wer;d.b.a. Mediterranean Garden, No. 
2006-27. Proposed settlement amount is $1,321.81. 

Minutes: November 21, 2006 
December 5, 2006 



ADDENDUM, BOARD OF SUPERVISORS' MEETING 

BOARD OF SUPERVISORS' HEARING ROOM 

130 W. CONGRESS, 1ST E'LOOR 

JANUARY 16, 2007 9:00 A.M. 

BOARD OF SUPERVISORS SITTING IN REGULAR SESSION 

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 1) 

COUNTY ADMINISTRATOR 

*(CLERK'S NOTE: This item should be heard in 
conjunction with Regular Agenda Item No. 6 )  

*A. Rosemont Mine 

RESOLUTION NO. 2007 - 15 , of the Pima - 
County Board of Supervisors opposinq the - - 

proposed Rosemont Mine. 

B. Non-Profit 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 develcp a long-term, non-profit real 
property lease between Pima Ccunty and Native 
Seeds/SEAgCH with the ~nderstandicg that the 
headquarters and gift shop will be 

ADD I 1-16-07 (1) 



L 3 L L ~ ~ t s d  or, :he leased pro~erty vithin a cor - + - - -  

reasonabie iime. 

BOARDS, COMMISSIONS AND COMMITTEES 

Pima County Bcnd Advisory Committee 

Appointment of Ted Prezelski. Term 
expiration: 1/31/13. (District 5) 

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) 

*(CLERK'S NOTE: These items to should be heard 
after 10:45 a.m., after the final bid openings.) 

FINANCE AND RISK MANAGEMENT 

*A. RESOLUTION NO. 2007 - 16 , providing for - 
the issuance and sale of $21,000,000.00 
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 
ccncerning the bonds; accepting a bid for the 
purchase of the bonds; appointing an initial 
registrar and paying agent for the bonds; and 
declaring an emergency. 

' 8 .  RESOLUTION NO. 20'37 - 17 , prcviding fcr - 
the issuance and sale of $50,3CO,ZOO0O0 
aggregaie principal amount of Pima County, 
$-rizona, Sever Revecue Bcnds, Series 2,507; 
providing for the payment of the bcnds; 

ADD I 1-16-07 (2) 



providing terms, covenants and conditions 
concerning the bords; accepting a bid for the 
purchase of the bonds; authorizing and 
directir.9 the execution and deli.iery 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 $95,000,000.00 
principal amount of Pima County, Arizona, 
General Obligation Bonds, Series 2007; 
providing for the annual levy of a tax for 
the payment of the bonds; providing terms, 
covenants and conditions concerning the 
bonds; accepting a 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, therefcre; 
authorizing other actions and rr~atters in 
connection therewith; and declaring an 
emergency. 



PUBLIC WORKS 

5. DZVELGFMENT SERVICES 

Final Plat with Assurances 

P1205-135, Riverside Crossing 111, Lots 1-122, 
Blocks 1-4 and Common Areas A, B, C and D. 
(District 1) 

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 1) 

7. WASTEWATER MANAGEMENT 

Contracts 

A. Sun-Western Contractors for Industry, Inc., 
Amendment No. 3, to provide a job order 
contract for the Wastewater Plant 
Construction Services and extend contract 
term to 1/31/08, Wastewater Management 
Enterprise Fund, contract amount 
$2,500,000.00 (26-03-S-137599-0106) 

B. Quest Civil Constructors, Inc., Amendment No. 
2, to provide a job order contract fcr the 
Wastewater Plant Cofistruction Services and 
exter-d contract term to 1/31/05, Wastewater 
Management Enterprise Fund, contract amount 
$2,500, COO. 00 (26-03-4-137603-0106) 



* * * HEARINGS * * * 
PUBLIC WORKS - DEVELOPMENT SERVICES 

UNFINISHED BUSINESS 
(RM 1/9/07) 

PLAT NOTE MODIFICATION 

8. C012-81-57, CANYON RANCH CASITAS UNITS 1 THRU 56, 
COMMON AREA A AND COMMON AREA B SUBDIVISION PLAT 
- PLAT NOTE MODIFICATION (LOT 31 AND COMMON AREA 
A) BK. 34 PG. 91 
Request of Merle Pinkwater Cahan Trust and Canyon 
Ranch Casitas Homeowners Association, represented 
by Psomas, for a plat note modification to allow 
an approximate 317 square foot portion of Common 
Area A (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 2,720 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 A CONDITION. 
(District 1) 

UNFINISHED BUSINESS 
(RM 1/9/07) 

9. REZONING ORDINANCE - Unadvertised Hearing 

ORDINANCE NO. 2007 - 4 , Cog-05-17, Magee Road 
Partnership - Magee Road Rezoning. Owner: Ducati 
Development Group, L.L.C. (District 1) 

ADD I 1-16-07 (5) 



TAX COMPLIANCE CERTIFICATE 
OF ISSUER 

Pertaining to 

$50,000,000 
PIMA COUNTY, ARIZONA 

SEWER REVENUE 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 Resolutions adopted by the Board of Supervisors of the Issuer on June 
18, 1991, as amended, and January 16, 2007 (collectively, the "Resolution"). All statements in this 
Certificate are of facts or, as to events to occur in the future, reasonable expectations. 

I. DEFINITIONS 

1 .lo. Attachment A. The definitions and cross-references set forth in Attachment A 
apply to this Certificate and its Attachments. All capitalized terms relating to a 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: 

4 

"Bond Fund" means the portions of the Issuer's Bond Fund established by the 
Resolution 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 Financial Security Assurance Inc. 

"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 extensions and improvements to the County's sewer system (the 
"System"), Arizona, pursuant to the authorization granted by the qualified electors of the Issuer 
voting at bond elections held on May 20, 1997 and May 18, 2004, 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. 

"Reserve Fund" means the Reserve Fund created in the Resolution and held by the 
Issuer. 



"Reserve Fund Guaranty" means the surety bond or insurance policy held by the 
Paying Agent for the account of the Reserve Fund meeting the requirements of the Resolution. 

"Underwriter" means Menill Lynch & Co. 

1.30. References. Reference to a Section means a 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. 

11. ISSUE DATA 

2.10. Issuer. The Issuer is a Governmental Unit. 

2.20. Purpose of Issue. The Issue is being issued to provide funds to (A) pay costs of 
the Project, (B) purchase a Reserve Fund Guaranty, and (C) 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 1,2026. 

2.40. Issue Price. The Issue Price is described in Attachment B and is computed as 
follows: 

Par amount 
Net original issue premium (discount) 
Pre-Issuance Accrued Interest 

Issue Price 

2.50. Sale Proceeds, Net Proceeds and Net Sale Proceeds. The Sale Proceeds, Net 
Proceeds and Net Sale Proceeds are as follows: 

Issue Price 
Pre-Issuance Accrued Interest 
Sale Proceeds 
Deposit to Reserve Fund 
Net Proceeds 
Minor Portion 
Net Sale Proceeds 



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 
To purchase Reserve Fund Guaranty 
To pay Underwriter's ~ iscount l  
Deposit to Bond Fund 

Total Sale Proceeds 

2.70. H i a e r  Yieldinn Investments. Gross Proceeds will not be invested in Higher 
Yielding Investments except for (A) those Gross Proceeds identified in 3.10, 3.20, and 3.30, but 
only during the applicable Temporary Periods there described for those Gross Proceeds, and (B) 
the Minor Portion to the extent provided in 3.70. 

2.80. S i n ~ l e  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 a 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 a 
person who is not a Related Party to the Issuer. Accordingly, no obligations other than those 
comprising the Issue are a part of a single issue with the Issue. 

111. ARBITRAGE (NONREBATE) MATTERS 

3.10. Use of Sale Proceeds and Pre-Issuance Accrued Interest; Temporarv Periods; 
Transferred Proceeds. 

(A) 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. 

(B) Underwriter's Discount and Bond Insurance. Sale Proceeds in the amount 
of $325,993.75 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 a portion of such Sale Proceeds in the amount of $142,400.00 on the 
Issuance Date to pay the premium for the Bond Insurance, which constitutes a Qualified 
Guarantee. See 5.20 and Attachments B and C. 

I Includes the $142,400.00 paid by the Underwriter to the Bond Insurer for the premium on the Bond Insurance. 



(C) Payment of Issuance Costs and Proiect Costs. 

(1) Sale Proceeds of the Issue in the amount of $50,116,849.85 will be 
used to pay Issuance Costs and a portion of the costs of the Project. Sale Proceeds in the 
amount of $154,937.50 will be used to pay Issuance Costs, including the premium on the 
below-described 2007 Reserve Fund Guaranty, within 13 months from the Issuance Date, 
such period being the Temporary Period for that amount. The remainder of 
$49,961,912.35 will be used for costs of the Project and may be used to acquire or hold 
Higher Yielding Investments for a 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: 

(a) 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; 

(b) Within 6 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 

(c) 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 5 1.148-5(c)) timeIy paid to the United States. 

(2) A Reimbursement Allocation is hereby made on this date in the 
financial records of the Issuer kept with respect to the Issue showing that $4,467,410.88 
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 a portion of the Project paid before this date. Except for Capital Expenditures 
that constitute Preliminary Expenditures, (A) none of the Capital Expenditures were paid 
more than 60 days prior to the date on which the Issuer adopted or made a declaration of 
official intent with respect to such Capital Expenditure that satisfies Regulations 5 1.150- 
2(e) (copies attached as Attachment D), and (B) no Reimbursement Allocation has been 
made more than (i) 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 (ii) three years from the date the Capital Expenditures were paid. 

3.20. Reserve Fund. Sale proceeds in the amount of $10,937.50 will not be invested 
but will be immediately paid to the Bond Insurer for delivery of a Debt Service Reserve 
Insurance Policy (the "2007 Reserve Fund Guaranty"). The Reserve Fund is a common reserve 
fund for all Parity Bonds, including the Issue. The Reserve Fund is to be funded with Net 



Revenues and/or Reserve Fund Guaranties and maintained at the Reserve Fund Requirement, 
which means the lesser of (A) average annual debt service on all Parity Bonds or (B) the 
maximum amount permitted under Section 148 of the Code. At no time will the aggregate 
amounts held in the Reserve Fund that are invested in Higher Yielding Investments exceed the 
least of (i) 10% of the stated amount of the Parity Bonds ($18,589,223.00), (ii) maximum annual 
debt service on all Parity Bonds ($20,983,716.00), and (iii) 125% of average annual debt service 
on all Parity Bonds ($1 5,176,936.25). Any amounts in the Reserve Fund in excess of the least of 
these amounts will not be invested in Higher Yielding Investments with the respect to the Issue. 
The establishment and funding of the Reserve Fund to the Reserve Requirement was reasonably 
required by the Bond Insurer in order to obtain the Bond Insurance. See Attachment C. The 
Bond Insurance was a vital and necessary factor in marketing the Issue to the public. See 
Attachment B. 

3.30. 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 3.10(C) or, if longer, during the one year period from the date of receipt, such 
period being the Temporary Period for such Proceeds. 

3.40. Bond Fund. Amounts deposited from time to time in the Bond Fund, which is a 
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. 

3.50. 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 and the Reserve Fund. Except for money referred to in 3.20 
and 3.30 and Proceeds of a Refunding Issue, if any, no other money or Investment Property is or 
will be pledged as collateral or used for the 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. 

3.60. 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. 

3.70. Other Uses of Proceeds Negated. Except as stated otherwise in this Certificate, 
none of the Proceeds will be used: 

(A) 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, 

(B) to replace any Proceeds of another issue that were not expended on the 
project for which such other issue was issued, 

(C) to replace any money that was or will be used directly or indirectly to 
acquire Higher Yielding Investments, 

(D) to make a loan to any person or other Governmental Unit, 



(E) to pay any Working Capital Expenditures other than expenditures 
identified in Regulations 9 1.148 6(d)(3)(ii)(A) and (B) (i.e., Issuance Costs, Qualified 
Administrative Costs, reasonable charges for a Qualified Guarantee or for a Qualified Hedge, 
interest on the Issue for a 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 a reserve or replacement fund that are deposited in a 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 

(F) to reimburse any expenditures made prior to the Issuance Date that do not 
satisfy the requirements for a Reimbursement Allocation. 

No portion of the Issue is being issued solely for the purpose of investing Proceeds in Higher 
Yielding Investments. 

3.80. Minor Portion. The Minor Portion of $100,000.00 may be invested in Higher 
Yielding Investments. 

3.90. No Other Replacement Proceeds. That portion of the Issue that is to be used to 
finance Capital Expenditures has a 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 148(f) and the Instructions with respect to Gross Proceeds to the extent not exempted 
under Section 148(f)(4) and the Instructions. 

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 a party other than the United States through a 
transaction or a series of transactions that reduces the amount earned on any Investment Property 
or that results in a smaller profit or a larger loss on any Investment Property than would have 
resulted in an arm's length transaction in which the Yield on the Issue was not relevant to either 
party to the transaction. 

4.30. Exceptions. 

(A) 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. 

(B) The Issue is a 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 
Issuer's reasonable expectations. 

V. OTHER TAX MATTERS 

5.10. Not Private Activity Bonds or Pool Bonds. No obligation of the Issue will be a 
Private Activity Bond or a pooled financing bond (within the meaning of Section 149(f)), based 
on the following: 

(A) Not more than 5% of the Proceeds, if any, directly or indirectly, will be 
used for a 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. 

(B) Less than 5% or $5,000,000, 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. 

(C) 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 $15,000,000 and none of the Proceeds will be used with respect to an "output 
facility" (other than a facility for the furnishing of water) within the meaning of Section 
141 (b)(4). 

(D) 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 property's useful life to the Issuer. With respect to tangible personal 
property, if any, that is part of the Project financed with the Issue, the Issuer reasonably expects 
that: 

(1) Dispositions of such tangible personal property, if any, will be in 
the ordinary course of an established governmental program; 

(2) 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 a separate issue for this purpose) will not be greater than 120% of 
the reasonably expected actual use of such property for governmental purposes; 

(3) The fair market value of such property on the date of disposition 
will not be greater than 25% of its cost; 

(4) The property will no longer be suitable for its governmental 
purposes on the date of disposition; and 



(5) The amounts received from any disposition of such property are 
required to, and will be, deposited in the Issuer's General Fund and commingled 'with 
substantial tax or other governmental revenues and will be spent on governmental 
programs within 6 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 B and C, respectively, the Bond Insurance is a 
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 a 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 a substantially guaranteed Yield for four years or more, including but not 
limited to any investment contract or fixed Yield investment having a maturity of four years or 
more. The reasonable expectations stated above were not and are not based on and do not take 
into account (A) 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 (B) 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 a 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 paymentslreceipts 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 149(e), 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. 

5.70. Responsibility of Officer. 

(A) The officer signing this Certificate is one of the officers of the Issuer 
responsible for issuing the Issue. 

(B) In making the representations in this Certificate, the Issuer relies in part on 
the representations of the Underwriter as set forth in the Underwriter's Certificate attached 
hereto as Attachment B and the representations of the Bond Insurer in the Bond Insurer's 
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 B and C 



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 B or C. The certifications and 
representations made in this Certificate and in Attachments B and C are intended to be relied 
upon as certifications described in Treasury Regulations 5 1.148-2(b). The Issuer acknowledges 
that any change in the facts or expectations from those set forth in this Certificate or in 
Attachments B or C may result in different requirements or a 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. 

[Signature page to follow] 



The date of this Certificate is January 25,2007. 

PIMA COUNTY, ARIZONA 

By: 0 
Thorn& Burke 
Finance and Risk Management Director 



List of Attachments 

Attachment A - Definitions for Tax Compliance Certificate 

Attachment A-1 - Rebate Instructions 

Attachment B - Underwriter's Certificate 

Attachment C - Bond Insurer's Certificate 

Attachment D - Declarations of Official Intent to Reimburse 



Attachment A 

Definitions for Tax Compliance Certificate 

The following terms, as used in Attachment A 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 a 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 A have the meanings ascribed to them in the Tax Compliance 
Certificate to which this Attachment A is attached. The word "Issue," in lower case, refers either to 
the Issue or to another issue of obligations or portion thereof treated as a 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 a "bond" within the meaning of Section 150(a)(l). All capitalized terms used in 
this Certificate include either the singular or the plural. All terms used in this Attachment A or in 
the Tax Compliance Certificate to whch this Attachment A is attached, including terms specifically 
defined, shall be interpreted in a 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 a Current 
Refunding Issue. 

"Advance Refunding Portion" means that portion of a Multipurpose Issue that 
constitutes a separate governmental purpose and that would be treated as an Advance Refunding 
Issue if it had been issued as a separate issue. 

"Available Construction Proceeds" means an amount equal to (a) the sum of (i) 
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), (b) reduced by the portions, if any, 
of the Issue Price of the issue (i) attributable to Pre-Issuance Accrued Interest and earnings thereon, 
(ii) allocable to the underwriter's discount, (iii) used to pay other Issuance Costs of the issue, and 
(iv) deposited in a reasonably required reserve or replacement fund allocable to the issue. 
"Available Construction Proceeds" does not include Investment Proceeds or earnings on a 
reasonably required reserve or replacement fund allocable to the issue for any period after the earlier 
of (a) the close of the 2-year period that begins on the Issuance Date or (b) 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 a Multipurpose Issue that includes a New 
Money Portion that is a 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 a Multipurpose Issue, as applicable, is not a Construction Issue, and the Issuer makes the 
bifurcation election under Regulations 8 1.148-7(j)(1) and Section 148(f)(4)(C)(v) to treat the issue 



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 a New Money Issue or the New Money Portion of a 
Multipurpose Issue that the Issuer, pursuant to Section 148(f)(4)(C)(v) and Regulations 8 1.148-7(j), 
has elected in its Tax Compliance Certificate to bifurcate into a Construction Portion, which 
finances 100% of the Construction Expenditures, and a Nonconstruction Portion. 

"Bona Fide Debt Service Fund" means a fund, including a portion of or an account 
in that fund (or in the case of a fund established for two or more issues, the portion of that fund 
properly allocable to an issue), or a combination of such funds, accounts or portions that is used 
primarily to achieve a 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 a 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 Counsel's Opinion" or "Opinion of Bond Counsel" means an opinion or 
opinions of a 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 148(f) 
to an issue, except that the first and last Bond Years may be less than 12 months long. The last day 
of a 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 a Bond Year in the manner 
permitted by the Code. 

"Capital Expenditures" means costs of a type that are properly chargeable to a 
capital account (or would be so chargeable with a 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 a 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 $25,000 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. 



"Commingled Investment Proceeds" means Investment Proceeds of an issue 
(other than Investment Proceeds held in a Refinding Escrow) that are deposited in a Commingled 
Fund with substantial tax or other revenues fiom governmental operations of the Issuer and that are 
reasonably expected to be spent for governmental purposes within 6 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 a 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 $1.148-3(e). In the case of a 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 a 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 a 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 a purpose investment acquired by the Issuer with Proceeds 
of a Conduit Financing Issue, thereby effecting a 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 $ 1.148-7(g). 

"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 a Governmental Unit or a 501 (c)(3) Organization. If an issue is 
a Multipurpose Issue that includes a 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 148(f)(4)(C)(v) and Regulations $ 1.148-7(j) is made to bihrcate an issue or 
the New Money Portion of a 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 a 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 



by a Governmental Unit or a 501(c)(3) Organization and that finances 100% of the Construction 
Expenditures. 

"Controlled Group" means a group of entities controlled directly or indirectly by 
the same entity or group of entities within the meaning of Regulations 8 1.150-1 (e). 

"Current Refunding Issue" means a Refkding 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 a Multipurpose Issue that 
constitutes a separate governmental purpose and that would be treated as a Current Refunding Issue 
if it had been issued as a 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: (a) payment of Debt Service on the Refunded Bonds; (b) 
payment of Pre-Issuance Accrued Interest on the Advance Refunding Issue and interest on the 
Advance Refunding Issue that accrues for a period up to the completion date of any capital project 
financed by the Prior Issue, plus one year; (c) a reasonably required reserve or replacement fund for 
the Advance Refunding Issue or Investment Proceeds of such fund; (d) payment of Issuance Costs 
of the Advance Refunding Issue; (e) payment of administrative costs allocable to repaying the 
Refunded Bonds, carrying and repaying the Advance Refunding Issue, or investments of the 
Advance Refunding Issue; (f) 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); (g) interest on purpose investments; (h) Replacement Proceeds in a sinking 
fund for the Advance Refkding Issue; and (i) fees for a Qualified Guarantee for the Advance 
Refunding Issue or the Prior Issue. If an Issue is a 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 (a) 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, withln the meaning of Section 149(b), or (b) 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 (a) Proceeds invested during an initial 
Temporary Period until such Proceeds are needed to pay costs of the project, (b) investments of a 
Bona Fide Debt Service Fund, (c) direct purchases from the United States of obligations issued by 
the United States Treasury, or (d) other investments permitted by Section 149(b) or Regulations 
§1.149(b)-l(b). 



"501(c)(3) Organization" means an organization described in Section 501(c)(3) 
and exempt from tax under Section 501(a). 

"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 a Payment or Receipt at the end of a 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 a 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 a specifically negotiated interest rate 
and any agreement to supply investments on two or more future dates (e.g., a forward supply 
contract). 

"Governmental Unit" means a state, territory or possession of the United States, 
the District of Columbia, or any political subdivision thereof referred to as a "State or local 
governmental unit" in Regulations 5 1.103-l(a). "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 a contract entered into by the Issuer or the Conduit Borrower . 

primarily to modify the Issuer's or the Conduit Borrower's risk of interest rate changes with respect 
to an obligation (en, an interest rate swap, an interest rate cap, a futures contract, a forward contract 
or an option). 

"Higher Yielding Investments" means any Investment Property that produces a 
Yield that (a) in the case of Investment Property allocable to Replacement Proceeds of an issue and 
Investment Property in a Refunding Escrow, is more than one thousandth of one percentage point 
(.00001) hgher than the Yield on the applicable issue, and (b) for all other purposes is more than 
one-eighth of one percentage point (.00125) 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 
148(b)(2) and 148(b)(3), including any security (within the meaning of Section 165(g)(2)(A) or 
(B)), any obligation, any annuity contract and any other investment-type property (including certain 
residential rental property for family units as described in Section 148(b)(2)(E) in the case of any 
bond other than a Private Activity Bond). Investment Property includes a Tax-Exempt Obligation 
that is a "specified private activity bond" as defined in Section 57(a)(5)(C), but does not include 
other Tax-Exempt Obligations. 



"Issuance Costs" means costs to the extent incurred in connection with, and 
allocable to, the issuance of an issue, and includes underwriter's compensation withheld fi-om 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 a 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: 

(1) Public Offering. In the case of obligations actually offered to the 
general public in a 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. 

(2) 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 purchaser(s) (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 $100,000 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 5 1.148-9(h). 



"Net Proceeds" means the Sale Proceeds of an issue less the portion thereof, if any, 
deposited in a reasonably required reserve or replacement fund for the issue. 

"Net Sale Proceeds" means the Sale Proceeds of an issue less (a) the portion 
thereof, if any, deposited in a reasonably required reserve or replacement fund for the issue and (b) 
the portion invested as a part of a Minor Portion for the issue. 

"New Money Issue" means an issue that is not a Refunding Issue. 

"New Money Portion" means that portion of a Multipurpose Issue other than the 
Refunding Portion. 

bbNonconstruction Portion" means that portion of a 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 carrying out any governmental purpose of an issue. 
"Nonpurpose Investments" does not include any investment that is not regarded as "investment 
property" or a "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 a "nonpurpose investment" 
within the applicable meaning of Section 148. 

"Payment" means payments actually or constructively made to acquire Nonpurpose 
Investments, as specified in Regulations 8 1.148-3(d)(l)(i) through (v). 

"Placed in Service" means the date on which, based on all the facts and 
circumstances, a facility has reached a 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 a 
period not greater than one year before its Issuance Date and that will be paid within one year after 
such Issuance Date. 

"Preliminary Expenditures" means any Capital Expenditures that are "preliminary 
expenditures" within the meaning of Regulations § 1.150-2(f)(2), 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 a 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 a portion of the Debt Service on 
which is paid or provided for with Proceeds of a Refunding Issue. The Prior Issue may be a 
Refunding Issue. 



"Private Activity Bond" means (a) obligations of an issue more than 10% of the 
Proceeds of which, directly or indirectly, are or are to be used for a 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 a Private Business Use, or (b) 
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 $5,000,000. In 
the event of Unrelated or Disproportionate Use, the tests in (a) shall be applied by substituting 5% 
for 10% each place the latter term is used. 

"Private Business Use" means use (directly or indirectly) in a trade or business 
canied on by any Private Person other than use as a member of, and on the same basis as, the 
general public. Any activity carried on by a Private Person (other than a natural person) shall be 
treated as a trade or business. In the case of a Qualified 501(c)(3) Bond, Private Business Use 
excludes use by a 501(c)(3) Organization that is not an unrelated trade or business activity by such 
50 1 (c)(3) Organization within the meaning of Section 5 13(a). 

"Private Person'' means any natural person or any artificial person, including a 
corporation, partnership, trust or other entity, other than a Governmental Unit. "Private Person" 
includes the United States and any agency or instrumentality of the United States. 

"Private Security or Payments" means (i) any interest in property used or to be 
used for a 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 a 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 
a reasonably comparable investment if acquired with a source of funds other than Gross Proceeds of 
Tax-Exempt Obligations. 

"Qualified 501(c)(3) Bonds" means an issue of obligations that satisfies the 
requirements of Section 145(a). 



"Qualified Guarantee" means any guarantee of an obligation that constitutes a 
"qualified guarantee" within the meaning of Regulations § 1.148-4(f). 

"Qualified Hedge'' means a Hedge that is a "qualified hedge" within the meaning of 
Regulations 5 1.148-4(h)(2). 

"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 a retention to ensure or promote compliance with a construction contract in circumstances in 
which the retained amount is not yet payable, or in which the Issuer reasonably determines that a 
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 148(f) and Regulations 9 1.148-3. 

"Rebate Analyst" means an independent individual, firm or entity experienced in 
the computation of the Rebate Amount pursuant to Section 148(f). 

"Receipt" means amounts actually or constructively received from Nonpurpose 
Investments as specified in Regulations 8 1.148-3(d)(2)(i) through (iii). 

"Refunded Bonds" means obligations of a Prior Issue the Debt Service on which is 
or is to be paid from Proceeds of a Refunding Issue. 

"Refunding Bonds" means obligations of a 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, a reasonably required reserve or replacement fund and similar costs of 
the Refunding Issue. 

"Refunding Escrow" means one or more funds established as part of a single 
transaction, or a series of related transactions, containing Proceeds of a 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 a 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, a 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: (a) is 



evidenced on the books or records of the Issuer maintained with respect to the issue, (b) identifies 
either actual prior Capital Expenditures, or the fund or account from which the prior Capital 
Expenditures were paid, (c) evidences the Issuer's use of Proceeds of the issue to reimburse a 
Capital Expenditure for a governmental purpose that was originally paid from a source other than 
the Proceeds of the issue, and (d) satisfies the following requirements: except for Preliminary 
Expenditures, (i) the Issuer adopted an official intent for the Capital Expenditure that satisfies 
Regulations 5 1.150-2(e) 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 
f?om such Capital Expenditure was Placed in Service or abandoned, but in no event more than 3 
years after the Capital Expenditure was paid. 

"Related Party" means, in reference to a Governmental Unit or 501(c)(3) 
Organization, any member of the same Controlled Group and, in reference to any person that is not 
a Governmental Unit or 501(c)(3) Organization, a "related person" as defined in Section 144(a)(3). 

"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 
withln the meaning of Section 148(a)(2). "Replacement Proceeds" includes amounts, other than 
Proceeds, held in a sinking fund, pledged b d  or reserve or replacement fund for an issue. 

"Sale Date" means, with respect to an issue, the first date on which there is a 
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 underwriter's 
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 a 
"tax-exempt b o n d  for the applicable purpose of Section 148. 

"Tax-Exempt Organization" means a Governmental Unit or a 501(c)(3) 
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. 



"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 a Refunding Issue 
and that thereupon becomes Proceeds of the Refunding Issue as provided in Regulations 
tj 1.148-9(b). "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 a Governmental Unit within the meaning of Section 
14 1 (b)(3) and Regulations 9 1.14 1-9. 

"Variable Yield Issue" means any Issue that is not a Fixed Yield Issue. 

"Working Capital Expenditures" means any costs of a 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 a Qualified 
Guarantee, if any, and payments and receipts with respect to a 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 a Variable Yield Issue), produces an amount equal to 
(a) the Issue Price in the case of a Fixed Yield Issue or the present value of the Issue Price at the 
commencement of the applicable Yield Period in the case of a Variable Yield Issue, or (b) 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 a 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 
14 1 to 150 unless the context indicates another meaning. 

(End of Attachment A) 
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INSTRUCTIONS FOR COMPLIANCE WITH REBATE 
REQUIREMENTS OF SECTION 148(f) OF THE CODE. 

The Issuer covenanted in the operative documents (i.e., Ordinance/ResolutionlTrust 
Indenture and Tax Compliance Certificate) to comply with the arbitrage rebate requirement of 
Section 148(f) 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 A to the Tax 
Compliance Certificate. 

PART I: GENERAL 

SECTION 1.0 1. 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 a 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 a 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 a Variable 
Yield Issue, the Yield on the Issue is computed separately for each Yield Period selected by the 
Issuer. 

I The scope of these Instructions does not permit a 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. 



PART 11: 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, a 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 a Refunding Issue2 is 
the 6-Month Spending Exception. 

Special Transferred Proceeds Rules. In applying the Spending Exceptions to a 
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 Excevtions to a Multipurpose Issue. If the Issue is a 
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 not principal) on the Issue. 

2 For purposes of these Instructions, references to "Rehnding Issue" include the Rehnding Portion of a 
Multipurpose Issue. 
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SECTION 2.02. 6-MONTH SPENDING EXCEPTION. 

The Issue will be treated as satisfylng 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 a reasonably required reserve or replacement hnd  or a 
Bona Fide Debt Service Fund if and to the extent that such Fund is subject to rebate (see footnote.3) 
is timely paid to the United States. If no bond of the Issue is a Private Activity Bond (other than a 
Qualified 501 (c)(3) Bond) or a tax or revenue anticipation bond, the 6-month period is extended for 
an additional 6 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 6 months do not include amounts in a reasonably required reserve or replacement hnd  
for the Issue or in a 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 a Multipurpose Issue) is treated 
as satisfylng the rebate requirement if the conditions set forth in (A), (B) and (C) are satisfied. 

(A) All of the Gross Proceeds of the Issue (excluding amounts in a reasonably 
required reserve or replacement h n d  for the Issue or in a 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 fiom the Issuance Date: 

(1) at least 15% within 6 months; 

(2) at least 60% within 12 months; and 

(3) 100% within 18 months, subject to the Reasonable Retainage 
exception described below. 

(B) The Rebate Amount, if any, with respect to earnings on amounts deposited 
in a reasonably required reserve or replacement h n d  or in a Bona Fide Debt Service Fund for the 
Issue, to the extent such Fund is subject to rebate (see footnote 3), is timely paid to the United 
States. 

(C) The Gross Proceeds of the Issue qualifjr 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 



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 a Bifurcated Issue. The 
only Spending Exception available for the Nonconstruction Portion of a Bifurcated Issue is the 
6-Month Spending Exception. 

PART 111: 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 - 112% 
penalty election for a Construction Issue or the Construction Portion of a 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 a 
date selected by the Issuer, but shall be not later than '5 years after the Issuance Date. Each 
subsequent Computation Date shall end 5 years after the previous Computation Date except that, in 
a 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. Withln 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, a computation credit of $1,000 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 a 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 $1,000 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 a 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. 



SECTION 3.02. BOOKS AND RECORDS. 

(A) 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 
(1) its purchase price, (2) identifying information, including par amount, interest rate, and payments 
dates, (3) the amount received at maturity or its sales price, as the case may be, including accrued 
interest, (4) the amounts and dates of any payments made with respect thereto, and (5) 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 a 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 a 
willing buyer would purchase the Nonpurpose Investment from a willing seller in an arms-length 
transaction. Fair market value generally is determined on the date on which a contract to purchase 
or sell the Nonpurpose Investment becomes binding G, the trade date rather than the settlement 
date). Except as otherwise provided in this Section, a Nonpurpose Investment that is not of a 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 a price that is not equal to its fair market 
value. 

(A) Obligations purchased directly from the Treasury. The fair market value of a 
United States Treasury obligation that is purchased directly from the United States Treasury is its 
purchase price. 

(B) Safe harbor for Guaranteed Investment Contracts. The purchase price of a 
Guaranteed Investment Contract shall be treated as its fair market value on the purchase date if all 
the following conditions are met: 

(1) The Issuer or broker makes a bona fide solicitation for a 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. 

(2) The Issuer purchases the highest-yielding Guaranteed Investment 
Contract for which a qualifjrlng bid is made (determined net of broker's fees); 



(3) The Yield on the Guaranteed Investment Contract (determined net of 
broker's fees) is not less than the Yield then available fi-om the provider on reasonably 
comparable Guaranteed Investment Contracts, if any, offered to other persons fi-om a source 
of funds other than Gross Proceeds of Tax-Exempt Obligations; 

(4) The determination of the terms of the Guaranteed Investment 
Contract takes into account as a significant factor the Issuer's reasonably expected 
drawdown schedule for the amounts to be invested, exclusive of amounts deposited in a 
Bona Fide Debt Service Fund and a reasonably required reserve or replacement fund; 

(5) The terms of the Guaranteed Investment Contract, including 
collateral security requirements, are reasonable; and 

(6)  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. 

(C)  Safe harbor for certificates of deposit. The purchase price of a certificate of 
deposit shall be treated as its fair market value on the purchase date if all of the following 
requirements are met: 

(1) The certificate of deposit has a fixed interest rate, a fixed payment 
schedule, and a substantial penalty for early withdrawal; and 

(2) The Yield on the certificate of deposit is not less than (a) the Yield 
on reasonably comparable direct obligations of the United States, or (b) the highest Yield 
that is published or posted by the provider to be currently available fi-om 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 SALEIPURCHASE. 

(A) 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 a 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. 

(B) 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 a 
Temporary Period or is not part of a 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. 



(C) Except as set forth in (B), fixed rate Investment Property that is (1) issued 
with not more than 2% of original issue discount or original issue premium, (2) issued with original 
issue premium that is attributable exclusively to reasonable underwriters' compensation or (3) 
acquired with not more than 2% of market discount or market premium, may be treated as having a 
fair market value equal to its outstanding stated principal amount, plus accrued interest. Fixed rate 
Investment Property also may be treated as having a fair market value equal to its present value. 

SECTION 3.05. ADMINISTRATIVE COSTS. 

(A) Administrative costs shall not be taken into account in determining the 
payments for or receipts from a 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. 

(B) 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 a Guaranteed Investment Contract, a 
broker's commission or similar fee paid on behalf of either the Issuer or the provider is a Qualified 
Administrative Cost to the extent that (1) the amount of the fee treated as a Qualified Administrative 
Cost does not exceed the lesser of (a) $32,000, 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 (b) 0.2% of the Computational Base or, if more, 
$3,000, and (2) the aggregate amount of broker's commissions or similar fees with respect to all 
Guaranteed Investment Contracts and Nonpurpose Investments acquired for a yield restricted 
defeasance escrow purchased with Gross Proceeds of the Issue treated as Qualified Administrative 
Costs does not exceed $85,000, less the portion of such $85,000 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 103(a) of the Code. 
However, compliance shall not be required in the event and to the extent stated therein the Issuer 
and the Trustee receive a Bond Counsel's Opinion that either (A) 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 (B) compliance with some other requirement in lieu of such requirement 
will comply with Section 148(f) of the Code, in which case compliance with the other requirement 
specified in the Bond Counsel's 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 a reasonable period of time after such noncompliance is discovered or should 



have been discovered with the exercise of reasonable diligence. The Trustee shall have no duty or 
responsibility to independently verify any of the Issuer's, or the Rebate Analyst's, 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 



Attachment B 
To Tax Compliance Certificate of 

$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

Dated January 25,2007 

UNDERWRITER'S CERTIFICATE 

Merrill Lynch & Co. (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 a 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 $141,275.83, is $50,584,119.43. 

2. Information Return. For purposes of the Information Return required by Section 
149(e) of the Code to be filed in connection with the Issue: 

(A) The Initial Offering Price of the entire Issue is $50,442,843.60. 

(B) The Yield on the Issue, calculated in accordance with Section 148(h) of 
the Code and Treasury Regulations 5 1.148-4, is 4.1991 850%. 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 a 360 day year and semi-annual compounding, produces an amount 
equal to the aggregate Issue Price of the Issue as stated in paragraph (I), less the premium paid to 
Financial Security Assurance Inc. for the Bond Insurance and computed with the adjustment 
stated in paragraph 4. 

(C) The Underwriter's discount or compensation is $325,993.75, $142,400.00 
of which will be used to pay the premium for the Bond Insurance. 

(D) The CUSIP Number assigned to the final maturity of the Issue is 72 1876 
MY3. 



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 Issuer's Tax Compliance 
Certificate. Based on that information and the Underwriter's knowledge and experience and, as 
to (B) 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: 

(A) The premium paid for the Bond Insurance does not exceed a reasonable 
charge for the transfer of credit risk, taking into account charges by bond insurers in similar 
transactions with which the Underwriter is familiar. 

(B) 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 a 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. 

(C)  The Bond Insurance was a vital and necessary factor in the marketing of 
the Issue to the public at the Issue Price. 

4. Premium Bonds. The bonds of the Issue maturing on July 1, 2018 through and 
including July 1, 2023 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 (2), such bonds were treated, pursuant to Treasury Regulations 
51.148-4(b)(3), 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 
Issuer's Tax Compliance Certificate or in Attachment A to it. 

[Signature page to follow] 



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 MERRILL LYNCH & CO. 

Title: Ec-WZL 



Attachment C 

DISCLOSURE, NO DEFAULT AND TAX CERTIFICATE OF 
FINANCIAL SECURITY ASSURANCE INC. 

The undersigned hereby certifies on behalf of Financial Security Assurance Inc. ("Financial Security"), in connection 
with the issuance by Financial Security of its Policy No. 208043-N (the "Policy") in respect of the $50,000,000 in 
aggregate principal amount of Pima County, Arizona Sewer Revenue Bonds, Series 2007 dated January 1, 2007 (the 
"Bonds") that: 

(i) the information set forth under the caption "BOND INSURANCE - Financial Security Assurance Inc." in the 
official statement dated January 16, 2007, relating to the Bonds is true and correct, 

(ii) Financial Security is not currently in default nor has Financial Security ever been in default under any policy or 
obligation guaranteeing the payment of principal of or interest on an obligation, 

(iii) the Policy is an unconditional and recourse obligation of Financial Security (enforceable by or on behalf of the 
holders of the Bonds) to pay the scheduled principal of and interest on the Bonds in the event of Nonpayment 
by the Issuer (as set forth in the Policy), 

(iv) the insurance premium of $142,400.00 (the "Premium") is a charge for the transfer of credit risk and was 
determined in arm's length negotiations and is required to be paid to Financial Security as a condition to the 
issuance of the Policy, 

(v) no portion of such Premium represents an indirect payment of costs of issuance, including rating agency fees, 
other than fees paid by Financial Security to maintain its ratings, which, together with all other overhead 
expenses of Financial Security, are taken into account in the formulation of its rate structure, or for the provision 
of additional services by us, nor the direct or indirect payment for a cost, risk or other element that is not 
customarily borne by insurers of tax-exempt bonds (in transactions in which the guarantor has no involvement 
other than as a guarantor), 

(vi) Financial Security is not providing any services in connection with the Bonds other than providing the Policy, 
and except for the Premium, Financial Security will not use any portion of the Bond proceeds, 

(vii) except for payments under the Policy in the case of Nonpayment by the Issuer, there is no obligation to pay any 
amount of principal or interest on the Bonds by Financial Security, 

(viii) Financial Security does not expect that a claim will be made on the Policy, 

(ix) the Issuer is not entitled to a refund of the premium for the Policy in the event a Bond is retired before the final 
maturity date, and 

(x) for Bonds which are secured by a debt service reserve. Financial Security would not have issued the Policy 
unless the authorizing or security agreement for the Bonds provided for a debt service reserve account or fund 
funded and maintained in an amount at least equal to, as of any particular date of computation, the reserve 
requirement as set forth in such agreement. 

Financial Security makes no representation as to the nature of the interest to be paid on the Bonds or the treatment of 
the Policy under Section 1.148-4(f) of the Income Tax Regulations. 

FINANCIAL SECURITY ASSURANCE INC. 

Dated: January 25,2007 
Authorized Officer 



NO DEFAULT AND TAX CERTIFICATE OF 
FINANCIAL SECURITY ASSURANCE INC. 

The undersigned hereby certifies on behalf of Financial Security Assurance Inc. ("Financial 
Security"), in connection with the issuance by Financial Security of its Policy No. 208043-R (the 
"Policy") in respect of the Pima County, Arizona Sewer Revenue Bonds, Series 2007 dated 
January 1, 2007 (the "Bonds") that: 

(i) Financial Security is not currently in default nor has Financial Security ever been in default 
under any policy or obligation guaranteeing the payment of principal of or interest on an 
obligation, 

(ii) the insurance premium of $10,937.50 (the "Premium") is a charge for the transfer of credit 
risk and was determined in arm's length negotiations and is required to be paid to Financial 
Security as a condition to the issuance of the Policy, 

(iii) no portion of such Premium represents an indirect payment of costs of issuance, including 
rating agency fees, other than fees paid by Financial Security to maintain its ratings, which, 
together with all other overhead expenses of Financial Security, are taken into account in 
the formulation of its rate structure, or for the provision of additional services by us, nor the 
direct or indirect payment for a cost, risk or other element that is not customarily borne by 
insurers of tax-exempt bonds (in transactions in which the guarantor has no involvement 
other than as a guarantor), 

(iv) Financial Security is not providing any services in connection with the Bonds other than 
providing the Policy, and except for the Premium, Financial Security will not use any portion 
of the Bond proceeds, 

(v) except for payments under the Policy in the case of Nonpayment by the Issuer, there is no 
obligation to pay any amount of principal or interest on. the Bonds by Financial Security. 

(vi) Financial Security does not expect that a claim will be made on the Policy, 

(vii) the Issuer is not entitled to a refund of the premium for the Policy in the event a Bond is 
retired before the final maturity date, and 

(viii) Financial Security would not have issued the Policy unless the authorizing or security 
agreement for the Bonds provided for a debt service reserve account or fund funded and 
maintained in an amount at least equal to, as of any particular date of computation, the 
reserve requirement as set forth in such agreement. 

Financial Security makes no representation as to the nature of the interest to be paid on the 
Bonds or the treatment of the Policy under Section 1.148-4(f) of the Income Tax Regulations. 

FINANCIAL SECURITY ASSURANCE INC. 

Authorized Officer 

Dated: January 25, 2007 



Attachment D 

DECLARATIONS OF OFFICIAL INTENT 

A copy of the County's 
Declarations of Official Intent 

has been placed in the transcript copies 
distributed to Pima County, Arizona and Bond Counsel. 



$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

CERTIFICATE OF 
REGISTFUR AND PAYING AGENT 

The Bank of New York Trust Company, N.A. (the "Bank"), as bond registrar and paying 
agent pursuant to a Bond Registrar, Transfer Agent and Paying Agent Agreement, dated as of 
January 1, 2007 (the "Bond Registrar and Paying Agent ~Geement"), between Pima County, 
Arizona (the "County") and the Bank, entered into in connection with the $50,000,000 Pima 
County, Arizona, Sewer 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 t,mst 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 
Bank's Articles of Association o r  Bylaws, or result in a breach of or default under, or require 
consent under any material agreement, indenture or other instrument to which the Bank is a 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 a 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 (a) restraining or 



enjoining the execution or delivery of the Bonds or the application of the proceeds thereof, 
(b) contesting or affecting any authority for, or the validity of the Bonds, or (c) contesting or 
affecting the existence or corporate trust powers of the Bank or the Bank's 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 a true and correct specimen of such person's genuine signature: 

Name - Office - 
Mark E. Krietemeyer Vice President 

7. Pursuant to the Bond Registrar and Paying Agent Agreement W t h e  General 
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 A is a true, complete and correct copy of a resolution 
or bylaw excerpt of the Bank which clearly demonstrates the authority of the person named in 
paragraph 6 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 

Vice President 



EXHIBIT A 

RESOLUTION OR BYLAW EXCERPT AS TO SIGNATURE AUTHORITY 



THE BANK OF NEW YORK TRUST COMPANY, N.A. 

I, the undersigned, Heather A. Sisler, Assistant Secretary of The Bank of New York Trust 

Company, N.A., a national banking association organized under the laws of the United States 

(the uAssocintion") and located in the State of California, with a trust office located at 150 West 

University, Tempe, Arizona, DO HEREBY CERTIFY that the following individuals are duly 

appointed and qualified OKcers of the Association: 

of lice^ 
Gregory C. Cross 
Mark Metemeyer 

Title - 
Vice President 
Vice President 

Sieninv Authority 
A, C2, J 
A, c2, J 

I further certify that as of this date they have been authorized to sign on behalf of the 

Association in discharghg or performing their duties in accordance with the senior and limited 

signing powers provided under Article V, Sections 5.2 and 5.3 of the By-laws of the Associatlon 

and the paragraphs indicated above of the signing authority resolution of the Board of Directon 

of the Association. 

Attached hereto are true and correct copies of excerpts of the By-laws of the Associatlon 

and the signing authority resolution, which have not been amended or revised since January 20, 

2005 and are in full force and effect 

IN WITNESS WHEREOF, I have hereunto set my band and afiixed the seal of The Bank 

of New York Trust Company, N.A. tbis 2"d day of October, 2006. 

Heather Sisler, As'sistant Secretary 
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Extracts from By-Laws 

Of 

The Bank of New York Trust Company, N.A. 

As Amended Through January 20,2005 

ARTICLE V 
SIGNING AUTHORITIES 

Section 5,l  Real b ~ e r t y .  Real property owned by the Association in its own right shall not 
be deeded, conveyed, mortgaged, assigned or transfmed except when duly authorized by a resolution 
of the Board. The Board may fkm time-to-time authorize officers to deed, convey, mortgage, assign 
or transfer real property owned by the Association in its own right with such maximum values as the 
Board may fix in its authorizing resolution. 

Section 5.2, Senior Signinn Powers. Subject to the exception provided in Section 5.1, the 
President and any Executive Vice President is authorized to accept, endorse, execute or sign any 
document, instrument or paper in the name of, or on behalf of, the Association in all transactions 
arising out of, or in connection with, the normal course of the Association's business or in any 
fiduciary, representative or agency capacity and, when required, to affix the seal of the Association 
thereto. In such instances as in the judgment of the President, ox any Executive Vice President may be 
proper and desirable, any one of said officers may authorize in writing fiom time-to-time any other 
officer to have the powers set forth in this section applicable only to the performance or discharge of 
the duties of such officer within his or her particular division or function. Any officer of the 
Association authorized in or pursuant to Section 5.3 to have any of the powers set forth therein, other 
than the officer signing pursuant to this Section 5.2, is authorized to attest to the seal of the Association 
on any documents requiring such seal. 

Section 5.3. Limited Sinnine Poweq. Subject to the exception provided in Section 5.1, in such 
instances as in the judgment of the President or any Executive Vice President, may be proper and 
desirable, any one of said officers may authorize in writing fkom timeto-time any other officer, 
employee or individual to have the limited signing powers or limited power to affw the seal of the 
Association to specified classes of documents set forth in a resolution of the Board applicable only to 
the pedomance or discharge of the duties of such officer, employee or individual within his or her 
division or function. 

Section 5.4. Powers of Attorney. A11 powers of attorney on behalf of the Association shall be 
executed by any officer of the ~ssociation jointly with the President, any Executive Vice President, or 
any Managing Director, provided that the execution by such Managing Director of said Power of 
Attorney shall be applicable only to the performance or discharge of the duties of said officer within 
his or her particular division or function. Any such power of attorney may, however, be executed by 
any officer or officers or person or persons who may be specifically authorized to execute the same by 
the Board of Directors, 

Section 5.5. Auditor. The Auditor or any officer designated by the Auditor is authorized to 
certify in the name of, or on behalf of the Association, in its own right or in a fiduciary or 
representative capacity, as to the accuracy and completeness of any account, schedule of assets, or 
other document, instrument or paper requiring such c~ificarion. 
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SIGNING AUTHORITY RESOLUTION 

Pursuant to Article V, Section 5.3 of the By-Laws 

IRESOLVED that, pursuant to Section 5,3 of the By-Laws of the Association, authority be, and 

hereby is, granted to the President or any Executive Vice President, in such instances as in the 

judgment of any one of said officers may be proper and desirable, to authorize in writing fiam tirne-to- 

time any other officer, employee or individual to have the limited signing authority set forth in any one 

or more of the following paragraphs applicable only to the performance or discharge of the duties of 

such officer, employee or individual within his or her division or function: 

(A) All signing authority set forth in paragraphs (B) through (0 below except Level C 
which must be specifically designated. 

(Bl) Individuals authorized to accept, endorse, execute or sign any bill receivable; 
certification; contract, document or other instrument evidencing, embodying a 
commitment with respect to, or reflecting the terms or conditions of, a loan or an 
extension of credit by the Association; note; and document, instrument or paper of any 
type, including stock and bond powers, required for purchasing, selling, transferring, 
exchanging or otherwise disposing of or dealing in foreign cunency, derivatives or any 
form of securities, including options and htures thereon; in each case in transactions 
arising out of, or in connection with, the normal course of the Association's business. 

(B2) Individuals authorized to endorse, execute or sign any certification; disclosure 
notice required by law; document, instrument or paper of any type required for judicial, 
regulatory or administrative proceedings or filings; and legal opinions. 

(Cl) Authority to accept, endorse, execute or si or effect the issuance of any 
cashiers, cdf i ed  or other official check; draft; or f er for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in excess of $1 00,000,000 
with single authorization fbr all transactions. 

(C2) Authority to accept, endorse, execute or si or effect the issuance of any 
cashiers, certified or other official check; draft; or tr er for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in excess of $100,000,000~, 

(C3) Authority to accept, endorse, execute or s i p  or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
$100,000,000. 

(C4) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
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certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
S 10,000,000. 

(C5) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
$5,000,000. 

(C6) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
% 1,000,000. 

(C7) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to 
$250,000. 

(C8) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal trensfers 
resulting in a change of beneficial ownership; in each case, in an amount up to %S0,000. 

(C9) Authority to accept, endorse, execute or sign or effect the issuance of any 
cashiers, certified or other official check; draft; order for payment of money; check 
certification; receipt; certificate of deposit; money transfer wire; and internal transfers 
resulting in a change of beneficial ownership; in each case, in an amount up to $5,000. 

*Dual authorization is required by any combination of senior officer 
andtor Sector Head approved designee for non-exempt transactions. 
Single authorization required for exempt transactions. 

(Dl) Authority to accept, endorse, execute or sign any contract obligating the 
Association for the payment of money or the provision of services in an amount up 
to $1,000,000. 

@2) Authority to accept, endorse, execute or sign any contract obligating the 
Association for the payment of money or the provision of services in an amount up 
to $250,000. 

(D3) Authority to accept, endorse, execute or sign any contract obligating the 
Association for the payment of money or the provision of services in an amount up 
to $50,000. 

0 4 )  Authority to accept, endorse, cxecute or sign any contract obligating the 
Association for the payment of money or the provision of services in an amount up 
to $5,000. 

(E) Authority to accept, endorse, execute or sign any guarantee of signature to 
assignments of stocks, bonds or other instruments; certification required for 
transfers and deliveries of stocks, bonds or other instruments; and document, 
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instrument or paper of any type required in connection with any Individual 
Retirement Account or Keogh Plan or similar plan. 

(F) Authority to accept, endorse, execute or sign any certificate of authentication as 
bond, unit investment trust or debenhue trustee and on behalf of the Association as 
registrar and transfer agent. 

(G) Authority to accept, endorse, execute or sign any bankers acceptance; letter of 
credit; and bill of lading. 

(H) Authority to accept, endorse, execute or sign any document, instnunent or 
paper of any type required in connection with the ownership, management or 
transfer of real or personal property held by the Association in bust or in connection 
with any transaction with respect to which the Association is acting in any fiduciary, 
representative or agency capacity, incluhng the acceptance of such fiduciary, 
representative or agency account. 

(11) Authority to effect the external movement of fiee delivery of securities and 
internal transfers resulting in changes of beneficial ownership. 

(12) Authority to effect the movement of securities versus payment at market or 
contract value. 

(J) Authority to either sign on behalf of the Association or to affix the seal of the 
Association to any of the following classes of documents: Trust Indentures, Escrow 
Agreements, Pooling and Servicing Agreements, Collateral Agency Agreements, 
Custody Agreements, Trustee's Deeds, Executor's Deeds, Personal Representative's 
Deeds, Other Real Estate Deeds for property not owned by the Association in its 
own right, Corporate Resolutions, Mortgage Satisfactions, Mortgage Assignments, 
Trust Agreements, Loan Agreements, Trust and Estate Accountings, Probate 
Petitions, responsive pleadings in litigated matters and Petitions in Probate Court 
with respect to Accountings, Contracts for providing customers with Association 
products or sewices. 

OV) Individuals authorized to accept, endorse, execute or sign internal transactions 
only, (i.e., general ledger tickets); does not include the authority to authorize 
external money movements, intemal money movements or internal fiee deliveries 
that result in changes of beneficial ownership, 

RESOLVED, that any signing authority granted pursuant to this resolution may be rescinded 

by the President or any Executive Vice President and such signing authority shall terminate without the 

necessity of any further action when the person having such authority leaves the employ of the 

Association. 

** TOTRL PRGE.07 ** 



$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

CERTIFICATE OF FINANCIAL CONSULTANT 

The undersigned authorized representative of RBC Dain Rauscher Inc., doing business 
under the name RBC Capital Markets, as Financial Advisor to Pima County, Arizona, hereby 
certifies, in connection with the $50,000,000 Pima County, Arizona, Sewer 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 4.1991 85'36, the net interest cost of the Bonds 
is 4.1568364 %, and the weighted average maturity of the Bonds is 1 1.244 years. 

Dated: January 25,2007 

RBC DAIN RAUSCHER INC. 

By: 
Nick Dodd 
Vice President 



$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

CERTIFICATE AS TO SATISFACTION OF 
REQUIREMENTS FOR ISSUANCE OF PARITY BONDS 

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 as Parity Bonds within the meaning of Resolution No. 
1991-1 38, adopted by the Board of Supervisors of the County on June 18, 1991, as amended by 
Resolution No. 1991-183, adopted on August 6, 1991, as supplemented, including as 
supplemented by Resolution No. 2007-16, adopted by the Board of Supervisors of the County on 
January 16,2007 (collectively, the "Bond Resolution"). Capitalized terms used herein which are 
not otherwise defined herein shall have the meaning set forth in the Bond Resolution. 

1. The Net Revenues of the System for the most recently completed Fiscal Year 
have been at least equal to one hundred twenty percent (120%) of Maximum Annual Debt 
Service on all Bonds to be Outstanding immediately after the issuance of the above-described 
Bonds, and no Policy Costs are due and owing as of this date. 

2. As of this date, all payments and deposits required to be made by the Bond 
Resolution are current. 

3. The proceeds of the above-described Bonds shall be used solely to make 
extensions, renewals, improvements or replacements to the System or to r e h d  bonds previously 
issued pursuant to the Bond Resolution. 

4. Upon the issuance of the above-described Bonds, the Reserve Fund Value will be 
at least equal to the amount of the Reserve Requirement. 

[Remainder of page left blank intentionally] 



,Dated: January 25,2007 

PIMA COUNTY, ARIZONA 

By: 
~ h K a s  Burke 
Finance and Risk Management Director 



$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

COUNTY TREASURER'S RECEIPT 
FOR BOND PROCEEDS 

I, the undersigned, hereby certify that I am the duly elected and acting Treasurer of Pima 
County, Arizona (the "County"), and that in connection with the sale and delivery of 
$50,000,000 in aggregate principal amount of Pima County, Arizona Sewer Revenue Bonds, 
Series 2007 (the "Bonds"), issued by the County pursuant to Resolution No. 199 1-1 3 8, adopted 
by the Board of Supervisors of the County on June 18, 1991, as supplemented and amended, 
including by Resolution No. 2007-1 7, 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 Merrill Lynch & Co. (the 
"Underwriter"), the sum of $50,258,125.68 (representing $49,258,125.68 received on the date 
hereof and a $1,000,000.00 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 $141,275.83. 

I do further certify that the proceeds from the sale of the Bonds have been apportioned 
and applied in the following manner. 

(a) $14 1,275.83, representing accrued interest on the Bonds, has been 
deposited in the Bond Fund established pursuant to the Resolution. 

(b) $50,116,849.85, 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 



$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

PAYING AGENT'S RECEIPT FOR 
INSURANCE POLICY AND SURETY BOND 

The Bank of New York Trust Company, N.A. (the "Bank"), in its capacity as paying 
agent pursuant to that certain Bond Registrar, Transfer Agent and Paying Agent Agreement, 
dated as of January 1, 2007, between the Bank and Pima County, Arizona (the "County"), in 
connection with the County's issuance and sale of $50,000,000 in aggregate principal amount of 
its Sewer Revenue Bonds, Series 2007, hereby acknowledges receipt of Municipal Bond 
Insurance Policy No. 208043-N, and Municipal Bond Debt Service Reserve Insurance Policy 
No. 208043-R, issued by Financial Security Assurance. 

Dated: January 25,2007 

THE BANK OF NEW YORK TRUST 
COMPANY, N.A. 

By: 

Vice President V 



$50,000,000 
PIMA COUNTY, ARIZONA 
SEWER REVENUE BONDS 

SERIES 2007 

UNDERWRITER'S RECEIPT FOR BONDS 

Receipt of the Pima County, Arizona Sewer Revenue Bonds, Series 2007 (the "Bonds"), 
in the aigregate principal amount of $50,000,000 is hereby acknowledged as of the date hereof 
on behalf of the undersigned, Merrill Lynch & Co., as underwriter of the Bonds. 

The Bonds are dated January 1, 2007, are in denominations of $5,000 or integral 
multiples thereof, mature on July 1 in the years 2007 through and including 2026, and bear 
interest at the rates per annum from the date of the Bonds to the maturity of each Bond as 
follows: 

Year Par Amount Interest Rate 

2007 $2,665,000 4.000% 
2008 1,550,000 4.000% 
2009 1,625,000 3.750% 
2010 1,7 10,000 4.000% 
201 1 1,795,000 4.000% 
2012 1,885,000 3.750% 
2013 1,980,000 4.000% 
2014 2,075,000 4.000% 
2015 2,180,000 5.000% 
2016 2,290,000 5.000% 
2017 2,405,000 5.000% 
2018 2,525,000 4.125% 
2019 2,650,000 4.250% 
2020 2,785,000 4.250% 
202 1 2,925,000 4.375% 
2022 3,070,000 4.500% 
2023 3,220,000 4.500% 
2024 3,385,000 4.000% 
2025 3,550,000 4.000% 
2026 3,730,000 4.000% 

Dated: January 25,2007 

MERRILL LYNCH & C O : / ~  

Title: 



SQUIRE, SANDERS & DEMPSEY L.L.P. 

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 

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 $50,000,000 aggregate principal amount 
of bonds designated the Pima County, Arizona, Sewer Revenue Bonds, Series 2007 (the 
"Bonds"). The Bonds are issued pursuant to Title 11, Chapter 2, Article 4 of the Arizona 
Revised Statutes, as amended (the "Act"), and under the provisions of an authorizing resolution 
adopted by the Board of Supervisors of the County on June 18, 1991, as supplemented and 
amended, including a supplemental resolution adopted by the Board of Supervisors of the 
County on January 16,2007 (the "Bond Resolution"). The documents in the Transcript include a 
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 a conformed copy of a 
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 and obligations issued on a 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 a pledge of the revenues derived by the County from the 
operation of its sewer system, after provision has been made for the expenses of operation and 
maintenance of the sewer system (the "Net Revenues"), subject to no other liens granted under 
the Act. The Bonds are issued on a parity with the County's outstanding Sewer Improvement 
and Refunding Revenue Bonds, Series 1998, Sewer Revenue Refunding Bonds, Series 2001, and 
Sewer Revenue Refunding Bonds, Series 2004, and those certain Loan Agreements between the 
County, as borrower, and the Water Infrastructure Finance Authority of Arizona, dated 
February 1, 1996, June 1, 1997, October 27, 2000, as amended, and May 1 1,2004, as amended. 
The Bonds and the payment of principal thereof and interest thereon are not secured by an 
obligation or pledge of any moneys or property of the County other than the Net Revenues, and 
the Bonds do not represent or constitute a general obligation or a pledge of the full faith and 
credit of the County or the State of Arizona. 
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January 25,2007 
Page 2 

SQUIRE, SANDERS & DEMPSEY L.L.P. 

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 County's 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, a 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 a federal branch profits tax imposed on certain foreign corporations doing business in 
the United States and to a federal tax imposed on excess net passive income of certain S 
corporations. 

Respectfully submitted, 



SQUIRE, SANDERS & DEMPSEY L.L.P. 

Two Renaissance Square 
40 North Central Avenue, Suite 2700 
Phoenix, Arizona 85004-4498 

Office: +1.602.528.4000 
Fax: +1.602.253.8129 

Financial Security Assurance Inc. 
San Francisco, California 

\;\re have today delivered to you a copy of our executed legal opinion as bond counsel, 
dated this date. relating to the issuance of the Pima County, Arizona Sewer Revenue Bonds, 
Series 2007. in the aggregate principal amount of S50:000,000. 

Plcase consider this letter as our advice to you that you are entitled to rely tipon ihai 
opirlion as issuer of the niunicipal bond insurance policy relating to the Bontls. 

Respectfi~lly submitted, 



S Q ~  SANDERS & DEMPSEY L.L.P. 

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 

Pima County, Arizona 
Tucson, Arizona 

Financial Security Assurance Inc. 
San Francisco, California 

Re: $50,000,000 Pima County, Arizona Sewer Revenue Bonds, Series 2007 
Reserve Policy Agreement 

Ladies and Gentlemen: 

We have served as bond counsel for Pima County, Arizona (the "County") in connection 
with the execution and delivery by the County of a Reserve Policy Agreement, dated as of 
January 25, 2007 (the "Agreement") between the County and Financial Security Assurance Inc. 
("FSA"), entered into in connection with FSAYs issuance of a Municipal Bond Debt Service 
Reserve Insurance Policy (the "P~licy'~), of even date therewith, in connection with the issuance 
of the above-described bond (the "Bonds"). The Bonds are being issued pursuant to Title 11, 
Chapter 2, Article 4 of the Arizona Revised Statutes, as amended (the "Act"), and under the 
provisions of an authorizing resolution adopted by the Board of Supervisors of the County on 
June 18, 1991, as supplemented and amended, including a supplemental resolution adopted by 
the Board of Supervisors of the County on January 16,2007 (the "Bond Resolution"). 

In our capacity as bond counsel, and for purposes of this opinion letter, we have 
examined such matters of law and fact as we have deemed necessary or appropriate, and have 
examined an executed counterpart of the Agreement. Based upon the foregoing, and based upon 
the assumptions and subject to the qualifications and limitations set forth below, we are of the 
opinion and hereby advise you as follows: 

1. The Agreement has been duly authorized, executed and delivered by the County and 
constitutes a legal, valid and binding obligation of the County enforceable in accordance with 
its terms. 

2. The Policy constitutes a Reserve Fund Guaranty within the meaning of the Bond 
Resolution. 



January 25,2007 
Page 2 

This opinion is subject to the following qualifications and limitations: 

(a) The enforceability of the Agreement may be subject to, or limited by, 
bankruptcy, insolvency, reorganization, arrangement, moratorium, or other 
similar laws relating to or affecting the rights of creditors generally. 

(b) The enforceability of the Agreement is subject to general principles of 
equity. 

We are qualified to practice law in the State of Arizona, and we do not purport to be 
experts on, or to express any opinion concerning, any law other than the law of the State of 
Arizona and the United States of America. 

The opinions expressed in this letter are based upon the law in effect on the date hereof, 
and we assume no obligation to revise or supplement this opinion or to notify you or any other 
person or entity should such law be changed by legislative actions, judicial decision, or 
otherwise. 

This opinion letter is rendered solely to you and solely in connection with the delivery of 
the Policy. It may not be relied upon by any other person or entity for any purpose whatsoever 
without, in each instance, our prior written consent. 

Respectfully submitted, 



January 25,2007 

Municipal Bond Insurance Policv No. 208043-N With Respect to 
$50,000,000 In Aqareqate Principal Amount of 

Pima Countv, Arizona 
Sewer Revenue Bonds, Series 2007 dated Januarv 1,2007 

Ladies and Gentlemen: 

I am Assistant General Counsel of Financial Security Assurance Inc., a New York stock insurance company 
("Financial Security"). You have requested my opinion in such capacity as to the matters set forth below in 
connection with the issuance by Financial Security of its above-referenced policy (the "Policy"). In that regard, and for 
purposes of this opinion, I have examined such corporate records, documents and proceedings as I have deemed 
necessary and appropriate. 

Based upon the foregoing, I am of the opinion that: 

1. Financial Security is a stock insurance company duly organized and validly existing under 
the laws of the State of New York and authorized to transact financial guaranty insurance 
business therein. 

2. The Policy has been duly authorized, executed and delivered by Financial Security. 

3. The Policy constitutes the valid and binding obligation of Financial Security, enforceable in 
accordance with its terms, subject, as to the enforcement of remedies, to bankruptcy, 
insolvency, reorganization, rehabilitation, moratorium and other similar laws affecting the 
enforceability of creditors' rights generally applicable in the event of the bankruptcy or 
insolvency of Financial Security and to the application of general principles of equity. 

In addition, please be advised that I have reviewed the description of the Policy under the caption "BOND 
INSURANCE - Bond Insurance Policy" in the official statement relating to the above-referenced Bonds dated January 
16, 2007 (the "Official Statement"). There has not come to my attention any information which would cause me to 
believe that the description of the Policy referred to above, as of the date of the Official Statement or as of the date of 
this opinion, contains any untrue statement of a material fact or omits to state a material fact necessary to make the 
statements therein, in the light of the circumstances under which they were made, not misleading. Please be advised 
that I express no opinion with respect to any information contained in, referred to or omitted from under the caption 
"BOND INSURANCE - Financial Security Assurance Inc." 

I am a member of the Bar of the State of California and do not express any opinion as to the law of any other 
state except for the matters expressly set forth in the foregoing opinion. 

Very truly yours, 

Dave A. Sanchez 
Assistant General Counsel 

Pima County Finance Department, 
130 West Congress, 10th Floor, 

Tucson, Arizona 85701. 

Merrill Lynch & Co., 
Four World Financial Center. 9th Floor, 

New York, New York 10080. 

Finnneinl Security Assi~ranec 
One Mnrket - 1550 Spear lbwer - San I'rancisco. Ufonlia 94105 -'ltl: 415.995.8000 - Fax: 415.995.8008 
Kexv York. Unllas . San 1:randzco. Inndon. Afaririd . Paris. Singnporc: . Sydney -'l'ol;).o 



January 25,2007 

Munici~al Bond Debt Service Reserve Insurance Policv No. 208043-R With ResDect to 
Pima Countv, Arizona 

Sewer Revenue Bonds, Series 2007 dated Januatv 1.2007 

Ladies and Gentlemen: 

I am Assistant General Counsel of Financial Security Assurance Inc., a New York stock 
insurance company ("Financial Security"). You have requested my opinion in such capacity as to 
the matters set forth below in connection with the issuance by Financial Security of its above- 
referenced policy (the "Policy"). In that regard, and for purposes of this opinion, I have examined 
such corporate records, documents and proceedings as I have deemed necessary and 
appropriate. 

Based upon the foregoing, I am of the opinion that: 

1. Financial Security is a stock insurance company duly organized and validly 
existing under the laws of the State of New York and authorized to transact 
financial guaranty insurance business therein. 

2. The Policy has been duly authorized, executed and delivered by Financial 
Security. 

3. The Policy constitutes the valid and binding obligation of Financial Security, 
enforceable in accordance with its terms, subject, as to the enforcement of 
remedies, to bankruptcy, insolvency, reorganization, rehabilitation, 
moratorium and other similar laws affecting the enforceability of creditors' 
rights generally applicable in the event of the bankruptcy or insolvency of 
Financial Security and to the application of general principles of equity. 

I am a member of the Bar of the State of California, and do not express any opinion as to 
the law of any other state except for the matters expressly set forth in the foregoing opinion. 

Very truly yours, 

Dave A. Sanchez 
Assistant General Counsel 

Pima County Finance Department, 
130 West Congress, 10th Floor, 

Tucson, Arizona 85701. 

RBC Capital Markets, 
2398 East Camelback Road, Suite 700, 

Phoenix, Arizona 8501 61 0080. 

Fir~unciul Security Ass~rrunce 
One Jlarket -1550 Spear'lbwer - San I~ran&eq hlifornia -%I: 415.995.8000 - hx:41~.95)5.8008 
New York- I)nlltwts S S R ~  Francisco. Idndon illadrid r'aris. Singnporr . Sydney.7blryn 



b Under Internal Revenue Code section 149(e) OMB No. 1545-0720 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  

Transportation . . . . . . . . . . . . . . . . . . . . . . . . . .  
14 Public safety. . . . . . . . . . . . . . . . . . . . . . . . . . .  
15 Environment (including sewage bonds) . . . . . . . . . . . . . . . . . . .  
16 Housing . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . .  

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 . . 

. . . . . . . . .  nd prior issues 

31 Enter the remaining weighted average maturity of the bonds to be currently refunded . . .  b NIA years 
32 Enter the remaining weighted average maturity of the bonds to be advance refunded . . .  b NIA years 
33 Enter the last date on which the refunded bonds will be called . . . . . . . . . . .  b NIA 
34 Enter the date(s) the refunded bonds were issued b m M i s c e l l a n e o u -  
35 Enter the amount of the state volume cap allocated to the issue under section 141(b)(5) . . . .  35 1 0 

36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract (see instructions) 0 

b Enter the final maturity date of the guaranteed investment contract b 
37 Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units 0 

b If this issue is a loan made from the proceeds of another tax-exempt issue, check box b 0 and enter the name of the 
issuer b and the date of the issue b 

38 If the issuer has designated the issue under section 265(b)(3)(B)(i)(lll) (small issuer exception), check box . b (? 
39 If the issuer has elected to pay a penalty in lieu of arbitrage rebate. check box . . . . . . . . . . . .  b 
40 If the issuer has identified a hedge, check box . . . . . . . . . . . . . . . . . . . . . . .  .a 

Sign 
Here 

Under penalties of perjury, I declare that I have examined this return and accompanying schedules and statements. and to the best of my knouledge 
and belief, they are uue. correct. and complete. 

1 ~i~narurebtissuer's authorized representative Date 112512007 1 Type or print name and t~tle 

Thomas Burke, Finance and  Risk Mngt  Director 

For Papework Reduction Act Notice, see page 2 of the Instructions. Cat. NO. 637735 Form 8038-G (Rev. 11.2000) 

@ 



SQUIRE, SANDERS & DEMPSEY L.L.P. 

TWO Renaissance Square 
-10 North Central .ivenur. Suite 2700 
Phoenix, .-\rizona Si00-1-498 

Direct: +1.602.528.4031 
tpickrell@ssd.com 

January 25,2007 

Via Certified Mail 

Internal Revenue Service Center 
Ogden, Utah 84201 

Re: Pima County, Arizona 
Sewer Revenue Bonds, Series 2007 

Ladies and Gentlemen: 

On behalf of Pima County, Arizona, enclosed is Form 8038-G, Information Return for 
Tax-Exempt Governmental Obligations. 

TEP:jer 

Enclosure 

Certified Number 7003 2260 0003 0952 4849 





AFFIDAVIT OF MAILING 

ST-ATE OF ARIZONA ) 
) ss: 

County of Maricopa 1 

I, Timothy E. Pickrell, being first duly sworn u on my oath, depose and say that I tR delivered to the United States Postal Service on the 25 day of January, 2007, an envelope 
containing a Form 8038-G, Information Return for Tax-Exempt Governmental Obligations, with 
respect to the Pima County, Arizona $50,000,000 Sewer Revenue Bonds, Series 2007, postage 
prepaid, certified mail (Certified Number 7003 2260 0003 0952 4849), addressed as follows: 

Internal Revenue Service Center 
Ogden, Utah 84201 

SUBSCRIBED AND SWORN to before me this 25' day of January, 2007. 

My Commission Expires: 

L K  \S,aoaS3 \' a 



Report of Bond and Security Issuance 
Pursuant to A.R.S. 5 35-501B 

This information is due to the Department of Revenue within 60 days of the issue. 

1. Jurisdiction: Pima County, Arizona 

2. Issue namehitle: Sewer Revenue Bonds, Series 2007 
I 

5. Overall Interest rate (TIC OR NIC): 4.2432124% I 6. Type of Bond or Security: Revenue 

3. Dated Date: January 1, 2007'~losing Date: January 25, 2007 4. Par amount: $50,000,000 

a. Par Amount 
(Principal Amount) $50,000,000.00 

7. Repayment sources: sewer system revenues. 

For general obligation Bonds: 

8. Total amount outstanding: $185,892,236.94 

10. Original issue price: 

I a. Secondary net assessed value: NIA 
I 

9. Total amount outstanding of senior 
or subordinate bonds: $1 35,892,236.94 

11. Total limitations (Constitutional or Statutory) 
on the type of bondslsecurities issued: NIA 

c. Premium Amount (+) 91 4,802.65 b. Debt limit percentage: N/A 

f. Net Proceeds (=) $50,116,849.85 1 13. Total amount authorized: $265,000,000 
1 15. If voter authorized. 1 

d. Original Issue Price (=) $50,442,843.60 
e. Underwriter Compensation 

(Discount) (-1 (325,993.75) 

1 14. Remaining authorized amount: $1 53,942,383 I Election dates: 5/20/97; 511 4/04 J 
16 - 19 Please attach I) a schedue providing a detailed listing of lssue Costs; 2) the Debt Service Schedule; 3) 

c. Total debt limit: NIA - 

12. Available debt limit: NIA 

enc Please refer to instructions on back of form. 

Januanr 25.2007 
Date .. 

J \ Political Subdivision Contact 
Title, address and phone number Trustee name, address and phone number Name, address, phone number 

Timothy E. Pickrell., Esq. The Bank of New York Trust Company, N.A. Pima County Finance Department 
Bond Counsel Bond Registrar and Paying Agent Pima County, Arizona 
Squire, Sanders 8 Dempsey L.L.P. Corporate Trust Services 130 West Congress, 10" Floor 
40 North Central Avenue, #I2700 1225 West Washington, St. Suite 126 Tucson, Arizona 85701 
Phoenix, Arizona 85004 Tempe, Arizona 85281 (520) 740-3030 
(602) 528-4031 (602) 6292865 

Submit this form with attachments within 60 days of issuance to: 

Arizona Department of Revenue 
Attention Econometrics Section 

1600 W Monroe 
Phoenix AZ 85007 



ARIZONA DEPARTMENT OF REVENUE 
Report of Bond and Security Issuance 

Schedule 1 

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 10b and 10c on the form. In all cases, 1 Oa - 10b + 10c - 10e = 10f. 

Name of Issue: PlMA COUNTY, ARIZONA SEWER REVENUE BONDS, SERIES 2007 

Par Amount: $50,000.000 Date Closed: Januarv 25, 2007 



ATTACHMENT TO 
REPORT OF BOND AND SECURITY ISSUANCE 

Name of Issue: PIMA COUNTY, ARIZONA SEWER REVENUE BONDS, 
SERIES 2007 

COSTS OF ISSUANCE 

Bond Counsel $34,300.00 
Financial Advisor 50,000.00 
Moody's Investors Service 2 1,700.00 
Standard & Poor's 24,000.00 
Bond RegistradPaying Agent 1,500.00 
Printing of Official Statement 7,500.00 
Miscellaneous 5.000.00 

Total: $m 



S50.000.000 
PI3I.A CO1'STY. -1RIZOS.A 

Sewer Revenue Bonds 
Series 2007 

Principal and Interest Pajmrnn 

Dated: I ; ! .  2007 Deli\ er? : I .  252007 

Total Fiscal Tear CCSIP = 
Date Principal (a )  Cmpon llrtzrest ~ b )  Debt Sen ice Debt Service ( - 2  ISy6) 

131 Tte h r d s  m r u r ~ r g  or, or after !d!- 1 .  39: 8 3re rut'!ecr :o redem~rlon prmr :o mxurit> on or xier July 1. 1111: 31 Par 
d t j  D.xs 301 irciuJe zcsrued :riererr !iom ! r i l  11-:o I  25 0 7  :n ike lmounr oiSi41.2-.'.3?. 

- h r p r r d  &- 
ROC Cap& .IlsrArn 

/,'I -':a- 



SQUIRE, SANDERS & D E ~ ~ P S E Y  L.L.P. 

'T!io Rcnaibsanic S q u ~ r e  
40 Sor th  Central .Avenue. Suite 2700 
Phoenix. .Arizona YS00-I-4498 

Direct: + I  .602.528.4031 
tpickrell,@ssd.com 

January 25,2007 

Via Certified Mail 
Return Recei~t  Reauested 

Arizona Department of Revenue 
Attention: OERA, 9h Floor 
1600 W. Monroe 
Phoenix, AZ 85007 

Re: $50,000,000 Pima County, Arizona 
Sewer 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. $3 5-50 1 B for the above-referenced financing. 

Sincerely, 

TEP:jer 
Enclosure 

Certified No. 7003 2260 0003 0952 4870 



Total Postage& Fees 
m 

Arizona Dept. of Revmue -; Y'' -- ** --6Em---a-F,-iG----..-..--..-----.-----.------ I I 

I 

L a -  
- _ _ _  _ _  - - 

mn@'-mswlcr* 1- -7003 2260 0003 0952 4070 

PS Fonn 381 t , August m1! -FbarmRsesipt 
7 - -- 



SQUIRE, SASDERS & DEAIPSEY L.L.P. 

AFFIDAVIT OF ,MAILING 

STATE OF ARIZONA ) 
) ss: 

County of blaricopa 1 

I, Timothy E. Pickrell, being first duly sworn u on my oath, depose and say that I g 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 $50,000,000 Pima County, Arizona Sewer Revenue Bonds, Series 2007, postage prepaid, 
certified mail (Certified Number 7003 2260 0003 0952 4870), return receipt requested, addressed 
as follows: 

Arizona Department of Revenue 
Attention: OERA, 9~ Floor 

1600 W. Monroe 
Phoenix, AZ 85007 

SUBSCRIBED AND SWORN to before me this 25th day of January, 2007. 

&.. 
ublic 

My Commission Expires: 

+-y&\ 3';300< 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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 
SEWER REVENUE BOND, SERIES 2007 

Number: Denomination: 
R- 1 $2,665,000 

Interest Rate Maturity Date Orininal Issue Date CUSIP 
4.000% July 1,2007 January 1,2007 72 1876 MD9 

Registered Owner: CEDE & CO. 

Principal Amount: TWO MILLION SIX HUNDRED SIXTY-FIVE THOUSAND AND 
NO11 00 DOLLARS 

PIMA COUNTY, ARI 
to the registered owner identi 
date set forth above, the pri 
principal amount at the interest rate shown above. 

prior to maturity in accordan 

Interest is payable o cing July 1, 2007, and 

ill be computed on the basis of a 

the order of and mailed by the Paying Agent to the registered 
n the registration books maintained by the Bond Registrar at the 

record date, or by wire transfer, as explained herein. 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 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-2 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$1,550,000 

Interest Rate Maturity Date Ori~inal  Issue Date CUSIP 
4.000% July 1,2008 January 1,2007 721876 ME7 

Registered Owner: CEDE & CO. 

DOLLARS 

PIMA COUNTY, ARIZONA (the "County"), for valu 

above. Interest will be computed on the basis of a 

or to maturity will be paid by check payable in such money drawn on the 
Paying Agent and payable to the order of and mailed by the Paying Agent to the registered 
owner at the address shown on the registration books maintained by the Bond Registrar at the 
close of business on the record date, or by wire transfer, as explained herein. 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 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of S50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 1 1, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-3 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$1,625,000 

Interest Rate Maturity Date Oriknal Issue Date CUSIP 
3.750% July 1,2009 January 1,2007 72 1876 MF4 

Registered Owner: CEDE & CO. 

NO/ 100 DOLLARS 

PIMA COUNTY, ARIZONA (the "County"), for value r 
to the registered owner identified above, or registered assigns 

principal amount at the interest rate shown above. 

Certain Bonds of the issue of w call for redemption 
prior to maturity in accordance with the 

Interest is payable on commencing July 1, 2007, and 

payable in lawful money of the United States of 
d by check payable in such money drawn on the 

he order of and mailed by the Paying Agent to the registered 
owner at the a the registration books maintained by the Bond Registrar at the 

payment at the designated office of the Paying Agent, which on the original issue date is the 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-4 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$1,7 10,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
4.000% July 1, 201 0 January 1,2007 72 1 876 MG2 

Registered Owner: CEDE & CO. 

Principal Amount: ONE MILLION SEVEN HUNDRED TEN THOUSAND AND NO1100 
DOLLARS 

PIMA COUNTY, ARIZONA (the "County"), for value received, hereby promises to pay 

principal amount at the interest rate shown above. 

prior to maturity in accordance with the terms set 

cing July 1, 2007, and 

e computed on the basis of a 

nited States of 

f and mailed by the Paying Agent to the registered 

ond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-5 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$1,795,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
4.000% July 1,201 1 January 1,2007 72 1876 MHO 

Registered Owner: CEDE & CO. 

Principal Amount: ONE MILLION SEVEN HUNDRED NINETY-FIVE THOUSAND AND 
N0/100 DOLLARS 

to the registered owner identified above, or registered assi 

principal amount at the interest rate shown above. 

call for redemption 
prior to maturity in accordance with the terms 

encing July 1, 2007, and 
will accrue from the mo 
paid, from the original 
360-day year of twelv 

payable in lawful money of the United States of 
d by check payable in such money drawn on the 

der of and mailed by the Paying Agent to the registered 
e registration books maintained by the Bond Registrar at the 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATlON ("DTC") TO THE 
BOND 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. 

Number: 
R-6 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$1,885,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
3.750% July 1,20 12 January 1,2007 72 1876 MJ6 

Registered Owner: CEDE & CO. 

N0/100 DOLLARS 

date set forth above, the principal amount set interest on the unpaid 

prior to maturity in accordance 

f each year commencing July 1, 2007, and 
interest has been 

ove. Interest will be computed on the basis of a 

to the order of and mailed by the Paying Agent to the registered 
on the registration books maintained by the Bond Registrar at the 

sue date is the 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-7 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$1,980,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
4.000% July 1,2013 January 1,2007 72 1876 MK3 

Registered Owner: CEDE & CO. 

D AND NO11 00 
DOLLARS 

ereby promises to pay 
to the registered owner identified above, or 
date set forth above, the principal amoun 
principal amount at the interest rate sho 

are subject to call for redemption 
prior to maturity in accordance w 

of each year commencing July 1, 2007, and 
will accrue from the m terest has been 

emium are payable in lawful money of the United States of 
will be paid by check payable in such money drawn on the 

to the order of and mailed by the Paying Agent to the registered 
n on the registration books maintained by the Bond Registrar at the 

payment at the designated office of the Paying Agent, which on the original issue date is the 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R- 8 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$2,075,000 

Interest Rate Maturity Date O r i ~ n a l  Issue Date CUSIP 
4.000% July 1,2014 January 1,2007 721876 MLl 

Registered Owner: CEDE & CO. 

11 00 DOLLARS 

PIMA COUNTY, ARIZONA (the " 
to the registered owner identified above, or 

nterest on the unpaid 
principal amount at the interest rate shown a 

Certain Bonds of the issue of w subject to call for redemption 
prior to maturity in accordance wi 

ach year commencing July 1, 2007, and 
will accrue from the m est has been paid, or, if no interest has been 
paid, from the original ve. Interest will be computed on the basis of a 
360-day year of twelve 

n on the registration books maintained by the Bond Registrar at the 
ecord date, or by wire transfer, as explained herein. The principal and 

paid when due to the registered owner upon surrender of this Bond for 
ated office of the Paying Agent, which on the original issue date is the 

principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-9 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$2,180,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
5.000% July 1,2015 72 1876 MM9 

Registered Owner: CEDE & CO. 

Principal Amount: TWO MILLION ONE HUNDR D AND NO11 00 
DOLLARS 

d, hereby promises to pay 
ided herein, on the maturity 
pay interest on the unpaid 

is one are subject to call for redemption 
within this Bond. 

ly 1 of each year commencing July 1, 2007, and 
interest has been paid, or, if no interest has been 

n the basis of a 

nited States of 

to the order of and mailed by the Paying Agent to the registered 

e record date, or by wire transfer, as explained herein. The principal and 
aid when due to the registered owner upon surrender of this Bond for 

payment at the designated office of the Paying Agent, which on the original issue date is the 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-10 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$2,290,000 

Interest Rate Maturity Date CUSIP 
5.000% July 1,20 16 72 1876 MN7 

Registered Owner: CEDE & CO. 

Principal Amount: TWO MILLION TWO H D AND NO11 00 
DOLLARS 

eceived, hereby promises to pay 
s as provided herein, on the maturity 
, and to pay interest on the unpaid 

principal amount at the intere 

call for redemption 
prior to maturity in s set forth within this Bond. 

1 and July 1 of each year commencing July 1, 2007, and 
to which interest has been paid, or, if no interest has been 

et forth above. Interest will be computed on the basis of a 

United States of 
oney drawn on the 
t to the registered 

Registrar at the 
close of business on the record date, or by wire transfer, as explained herein. 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 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-1 1 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$2,405,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
5.000% July 1,2017 January 1,2007 72 1876 MP2 

Registered Owner: CEDE & CO. 

Principal Amount: TWO MILLION FOU THOUSAND AND NO1100 
DOLLARS 

PIMA COUNTY, ARIZONA eived, hereby promises to pay 
s as provided herein, on the maturity 
, and to pay interest on the unpaid 

principal amount at the inter 

is Bond is one are subject to call for redemption 

ing July 1, 2007, and 
r, if no interest has been 
puted on the basis of a 

f the United States of 
h money drawn on the 

d payable to the order of and mailed by the Paying Agent to the registered 
ress shown on the registration books maintained by the Bond Registrar at the 

s on the record date, or by wire transfer, as explained herein. The principal and 
nder of this Bond for 

the designated office of the Paying Agent, which on the original issue date is the 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 1 1, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R- 12 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$2,525,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
4.125% July 1, 201 8 January 1,2007 72 1876 MQO 

Registered Owner: CEDE & CO. 

Principal Amount: TWO MILLION FIVE HUNDRED TWEN 
NO/ 1 00 DOLLARS 

y promises to pay 
n, on the maturity 

interest on the unpaid 
principal amount at the interest rate shown above. 

ubject to call for redemption 
prior to maturity in accordance with the 

Interest is payable on Jan year commencing July 1, 2007, and 

Interest will be computed on the basis of a 

United States of 

tration books maintained by the Bond Registrar at the 
ord date, or by wire transfer, as explained herein. The principal and 

This Bond is one of an issue of %50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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 
SEWER REVENUE BOND, SERIES 2007 

Number: Denomination: 
R-13 $2,650,000 

Interest Rate Maturity Date O r i ~ n a l  Issue Date CUSIP 
4.250% July 1,2019 January 1,2007 72 1876 MR8 

Registered Owner: CEDE & CO. 'A 
AND NO1100 

DOLLARS 

, hereby promises to pay 
in, on the maturity 

pay interest on the unpaid 

Certain Bonds of the issue of s one are subject to call for redemption 
prior to maturity in accordance ithin this Bond. 

1 of each year commencing July 1, 2007, and 
no interest has been 

paid, from the origi bove. Interest will be computed on the basis of a 

United States of 
y drawn on the 

nt to the registered 
wn on the registration books maintained by the Bond Registrar at the 
ecord date, or by wire transfer, as explained herein. The principal and 
d when due to the registered owner upon surrender of this Bond for 

a1 issue date is the 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 1 1, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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 
SEWER REVENUE BOND, SERIES 2007 

Number: 
R-14 

Denomination: 
$2,785,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
4.250% July 1,2020 January 1,2007 721876 MS6 

Registered Owner: CEDE & CO. 

AND NO/ ZOO DOLLARS 

to the registered owner identified above, or regis 

principal amount at the interest rate shown a 

Certain Bonds of the issue of wh are subject to call for redemption 

Interest is payable on Janu ch year commencing July 1, 2007, and 
will accrue from the mos o interest has been 
paid, from the original i on the basis of a 
360-day year of twelve 3 

are payable in lawhl money of the United States of 

of and mailed by the Paying Agent to the registered 

office of the Paying Agent, which on the original issue date is the 
ce of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



.UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-15 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$2,925,000 

Interest Rate Maturity Date Orininal Issue Date CUSIP 
4.375% July 1,202 1 January 1,2007 72 1876 MT4 

Registered Owner: CEDE & CO. 

Principal Amount: TWO MILLION NINE HUNDRED TW 
NO/ 100 DOLLARS 

principal amount at the interest rate shown abov 

e subject to call for redemption 

Interest is payable on January h year commencing July 1, 2007, and 
will accrue from the most recent 

erest will be computed on the basis of a 

payable in lawful money of the United States of 
id by check payable in such money drawn on the 

of and mailed by the Paying Agent to the registered 
owner at the a 
close of business 

fan  issue of $50,000,000 principal amount of Bonds of like date, tenor 
rate of interest, number and maturity date, issued pursuant to the 

Constitution and laws of the State of Arizona including particularly Title 1 1, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-16 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$3,070,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
4.500% July 1, 2022 January 1,2007 72 1876 MU 1 

Registered Owner: CEDE & CO. 

Principal Amount: THREE MILLION SEVENTY THOUSAND 

principal amount at the interest rate shown above. 

ect to call for redemption 

July 1, 2007, and 
will accrue from the most recent 

on the basis of a 

owner at the ad tration books maintained by the Bond Registrar at the 
close of busines 

when due to the registered owner upon surrender of this Bond for 
ffice of the Paying Agent, which on the original issue date is the 
e of The Bank of New York Trust Company, N.A. 

This  ode of an issue of 350,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-17 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$3,220,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
4.500% July 1,2023 January 1,2007 72 1876 MV9 

~egistered Owner: CEDE & CO. 

NO/ 100 DOLLARS 

to the registered owner identified above, or registe ein, on the maturity 

principal amount at the interest rate shown above. 

will accrue fiom the most 
paid, fiom the original iss 
360-day year of twelve 30- 

are payable in lawful money of the United States of 
paid by check payable in such money drawn on the 

of and mailed by the Paying Agent to the registered 

office of the Paying Agent, which on the original issue date is the 
principal corpora ce of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-18 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$3,385,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
4.000% July 1,2024 January 1,2007 721876 MW7 

Registered Owner: CEDE & CO. 

AND NO/ 100 DOLLARS 

PIMA COUNTY, ARIZONA (the "County"), for valu 

principal amount at the interest rate shown above. 

to call for redemption 
prior to maturity in accordance with the terms 

Interest is payable on January 

paid, from the original issue ill be computed on the basis of a 
360-day year of twelve 30-d 

America. Interest 
and mailed by the Paying Agent to the registered 

tion books maintained by the Bond Registrar at the 
date, or by wire transfer, as explained herein. The principal and 
n due to the registered owner upon surrender of this Bond for 

of the Paying Agent, which on the original issue date is the 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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. 

Number: 
R-19 

PIMA COUNTY, ARIZONA 
SEWER REVENUE BOND, SERIES 2007 

Denomination: 
$3,550,000 

Interest Rate Maturity Date Original Issue Date CUSIP 
4.000% July 1,2025 January 1,2007 72 1876 MX5 

Registered Owner: CEDE & CO. 

Principal Amount: THREE MILLION FIVE HUNDRED FIFTY THOUSAND AND NO11 00 
DOLLARS 

principal amount at the interest rate shown above. 

to call for redemption 
prior to maturity in accordance with the terms 

Interest is payable on January 1 commencing July 1, 2007, and 
will accrue from the most recent dat9*. 

est will be computed on the basis of a 

owner at the add ation books maintained by the Bond Registrar at the 
y wire transfer, as explained herein. The principal and 

and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 11, Chapter 2, 



UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC") TO THE 
BOND REGISTRAR FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY BOND ISSUED 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 
SEWER REVENUE BOND, SERIES 2007 

Number: 
R-20 

Denomination: 
$3,730,000 

Interest Rate Maturity Date Oripinal Issue Date CUSIP 
4.000% July 1,2026 721876 MY3 

Registered Owner: CEDE & CO. 

NO/ 100 DOLLARS 

to the registered owner identified above, or registe 
date set forth abo 
principal amount at the interest rate shown above 

Certain Bonds of the issue of w subject to call for redemption 
prior to maturity in accordance with the 

ch year commencing July 1, 2007, and 
will accrue from the most rec as been paid, or, if no interest has been 
paid, from the original issue est will be computed on the basis of a 
360-day year of twelve 30- 

payable in lawful money of the United States of 
d by check payable in such money drawn on the 

Paying Agent and er of and mailed by the Paying Agent to the registered 
owner at the addre gistration books maintained by the Bond Registrar at the 
close of business o te, or by wire transfer, as explained herein. The principal and 

due to the registered owner upon surrender of this Bond for 
payment at the designat of the Paying Agent, which on the original issue date is the 
principal corporate trust office of The Bank of New York Trust Company, N.A. 

This Bond is one of an issue of $50,000,000 principal amount of Bonds of like date, tenor 
and effect except as to rate of interest, number and maturity date, issued pursuant to the 
Constitution and laws of the State of Arizona including particularly Title 1 I, Chapter 2, 



Article 4, Arizona Revised Statutes, as amended, and Resolutions No. 199 1 - 138, 199 1 - 182 and 
No. 2007- 17, adopted by the Board of Supervisors of Pima County on June 18, 199 1, August 6, 
199 1 and January 1 6, 2007, respectively (collectively, the "Bond Resolution"), for the purpose of 
providing funds to pay the costs of improvements, expansions and extensions to the ~ o u n t ~ ' s  
sewer plant and system and paying the costs of issuance therefor and necessary premiums and 
commissions in connection therewith. 

This Bond and the issue of which it is a part are payable as to both principal and interest 
solely from the net revenues to be derived by the County fiom the sewer system of the County. 
For a more complete statement of the provisions made to secure payment of the Bonds, the 
revenues from which and conditions under which this Bond is pa 

This Bond and the interest hereon are enforcea 

y within the meaning of 
any constitutional, charter or statutory provis ng of indebtedness. 

Interest on the Bonds will be paid 
Paying Agent to each registered owner o 

below), or by wire transfer to any 
request delivered to the paying agent 

ted States by any registered owner of at 

are not subject to call for redemption prior to 
their respective matu aturing on or after July 1, 201 8 are subject to call 

, 2017 at the election of the County, in whole or in 
part from maturities and within any maturity by lot by the payment of a 

ption, without premium. 

y Bond will be mailed to the registered holder of the Bond or 

The Bond Registrar and Paying Agent is The Bank of New York Trust Company, N.A. 
The Bond Registrar or Paying Agent may be changed without notice. 

This Bond is transferable by the registered owner in person or by attorney duly 
authorized in writing at the designated office of the Bond 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 a new bond or bonds of the 
same aggregate principal amount, maturity and interest rate will be issued to the transferee in 
exchange. The Bond 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 Bond Resolution. The County has chosen the 15th day of the month preceding an interest 



payment date as the record date for this series of Bonds, unless such date is a Saturday, Sunday 
or holiday, in which case the record date will be deemed to be the previous business day. Should 
this Bond be submitted to the Bond 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 Bond Registrar's books 
at the close of business on the record date. 

The Bond Registrar may but need not register the transfer of a Bond which has been 
selected for redemption and need not register the transfer of any Bond for a period of 15 days 
before a selection of Bonds to be redeemed. If the transfer of any Bond which has been called or 
selected for call for redemption in whole or in part is registered, any notice of redemption which 
has been given to the transferor will be binding upon the transferee and a copy of the notice of 
redemption will be delivered to the transferee along with the Bond or Bonds. 

Bonds of this issue are issuable only in fully registered form in the denomination of 
$5,000 each or integral multiples of $5,000. This Bond may be exchanged at the designated 
office of the Bond Registrar for a like aggregate principal amount of Bonds of the same maturity 
in authorized denominations upon the terms set forth in the Bond Resolution. 

The County, the Bond Registrar and the Paying Agent may treat the registered owner of 
this Bond as the absolute owner interest and any premium 
and for all other purposes and none of them shall be affecte 

It is hereby certified and recited that all c s required by the 

and in the issuance of this Bond exist, have occu rmed and that the series 
of Bonds of which this is one, together with all o e County, is within every 
debt and other limit prescribed by the Constitutio 

The County has caused this 
Supervisors and attested by its 
facsimile signatures. This Bond i 
affixed signature of an authorized 

A COUNTY, ARIZONA 

Chairman, Board of Supervisors 



AUTHENTICATION CERTIFICATE 

This Bond is one of the Pima County, Arizona, Sewer Reven e Refunding Bo 
2007, described in the Bond Resolution mentioned herein. i nds, Series 

Date of Authentication: January -9 2007 

mpany, N.A., 

Representative 



STATEMENT OF INSURANCE 

Financial Security Assurance Inc. ("Financial Security"), New York, New York, has 
delivered its municipal bond insurance policy with respect to the scheduled payments due of 
principal of and interest on this Bond to The Bank of New York Trust Company, N.A., Tempe, 
Arizona, or its successor, as paying agent for the Bonds (the "Paying Agent"). Said Policy is on 
file and available for inspection at the principal office of the Paying Agent and a copy thereof 
may be obtained from Financial Security or the Paying Agent. 

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 MIN A\-- 
TEN ENT -- as tenants by the entireties ustc 
JT TEN -- as joint tenants with right of (Cust) 
survivorship and not as tenants in common 

Additional abbreviations may also v 

FOR VALUE RECEIVED t sells, assigns and transfers unto 

er, and hereby irrevocably constitutes and appoints 
attorney to transfer the within bond on the 

reofh i th  full Dower of substitution in the uremises. 

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

Signature Guaranteed: 

Note: Signature(s) must be guaranteed by an eligible guarantor institution pursuant to Securities 
and Exchange Commission Rule 17Ad-15 that is a participant in a signature guarantor program 
recognized by the Trustee. 



Moody's lnvestors Service 

99 Church Street 
New York, NY 

January 24,2007 

Financial Security Assurance, Inc 
31 West 52nd Street 
New York, NY 1001 9 

To Whom It May Concern: 

Moody's lnvestors Service has assigned the rating of & (Financial Security 
Assurance, Inc Insured - Policy No. 208043-N) to the $50,000,000.00, Pima County, 
Arizona - Sewer Revenue Bonds, Series 2007, dated January I ,  2007 which sold on 
January 16, 2007. The rating is based upon an insurance policy provided by Financial 
Security Assurance, Inc. 

Should you have any questions regarding the above, please do not hesitate to contact 
Karen Malkowski at (201) 395-6370. 

Sincerely yours, 

Joann Hempel 
Vice President 1 Senior Credit 

Officer 

JH I PS 



Moody's lnvestors Service 

One Front Street, Suite 7900 

San Francisco. CA 94 1 1 7 
January 4,2007 

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 January 4, 2007, Moody's lnvestors Service 
reviewed and assigned a rating of &I to the Pima County, AZ, Sewer Revenue 
Bonds, Series 2007. 

In order for us to maintain the currency of our ratings, we request that you 
provide ongoing disclosure, including annual financial and statistical information. 

Moody's 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 Moody's through normal print and electronic media and in 
-response to verbal requests to Moody's 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 41 5-274- 
1 720. 

Sincerely, 

Kenneth B. Kurtz 
Managing Director 

KBK: JYIcm 

cc: Mr. Nick Dodd 
RBC Dain Rauscher Inc. 
2398 East Camelback Road, Suite 700 
Phoenix, AZ 8501 6 



ax 
-*m t 1 
A - 

STANDARD 
55 Water Street, 38th Floor 
New York, NY 10041-0003 
tel212 438-2074 

&POOR'S reference no 809552 

January 24,2007 

Financial Security Assurance Inc. 
1550 Spear Tower 
One Market 
San Francisco, CA 94105 
Attention: Ms. Sheelagh Flanagan, Managing Director 

Re: $50,000,000 Pima County, Arizona Sewer Revenue Bonds, Series 2007, dated: January 1, 
2007, due: July 1,2007-2026, (POLICY#208043-N) 

Dear Ms. Flanagan: 

Standard & Poor's has reviewed the rating on the above-referenced obligations. After such 
review, we have changed the rating to "AAA" from "A+". 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 financial 
position of your company or fi-om 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 a rating does not create a 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 7 of 
the Securities Act of 1933. The rating is not a "market rating" nor is it a recommendation to buy, 
hold, or sell the obligations. 

This letter constitutes Standard & Poor's permission to you to disseminate the above-assigned 
rating to interested parties. Standard & Poor's reserves the right to inform its own clients, 
subscribers, and the public of the rating. 

Standard & Poor's 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 & Poor's 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. 



Ms. Sheelagh Flanagan 
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January 24,2007 

Standard & Poor's is pleased to be of service to you. For more information please visit our 
website at ww~v.sta~~dar.dandpoors.com. If we can be of help in any other way, please contact us. 
Thank you for choosing Standard & Poor's and we look forward to working with you again. 

Sincerely yours, 

Standard & Poor's Ratings Services 
a division of The McGraw-Hill Companies, Inc. 



STANDARD 
One Market 
Steuart Tower, 15th Floor 
San Francisco, CA 94105-1000 
tel415 371-5004 
reference no.: 809552 

January 4, 2007 

Pima County 
Finance Department 
130 West Congress Street, 1 oth Floor 
Tucson, AZ 85701 
Attention: Mr. Thomas Burke, Director of Finance 

Re: US%50,000,000 Pimn County, Arizona, Saver Resenue Bontls, Series 2007, clcited: Jfinunry 
1, 2007, clue: July I ,  2026 

Dear Mr. Burke: 

Pursuant to your request for a Standard & Poor's rating on the above-referenced obligations, we 
have reviewed the information submitted to us and, subject to the enclosed Terms at~d Co~lditiolls, 
have assigned a rating of "A+". Standard & Poor's views the outlook for this rating as stable. A 
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 or independent verification of 
any information. The assignment of a rating does not create a 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 7 of the Securities Act of 1933. The rating is not a "market rating" nor is it a 
recommendation to buy, hold, or sell the obligations. 

This letter constitutes Standard & Poor's permission to you to disseminate the above-assigned 
rating to interested parties. Standard & Poor's reserves the right to inform its own clients, 
subscribers, and the public of the rating. 

Standard & Poor's 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 & Poor's 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 & Poor's must receive all relevant financial information as soon 
as such information is available. Placing us on a 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 2 
January 4,2007 

information and the documents. Standard & Poor's may change, suspend, withdraw, or place on 
Creditwatch the rating as a result of changes in, or unavailability of, such information. Standard 
& Poor's reserves the right to request additional information if necessary to maintain the rating. 

Please send all information to: 
Standard & Poor's Ratings Services 
Public Finance Department 
55 Water Street 
New York, NY 1004 1-0003 - 

Standard & Poor's is pleased to be of service to you. For more information on Standard & Poor's, 
please visit our website at www.standardand~oors.com. If we can be of help in any other way, 
please call or contact us at nv~ublicfinance@,standardand~oors.corn Thank you for choosing 
Standard & Poor's and we look forward to working with you again. 

Sincerely yours, 

Standard & Poor's Ratings Services 
a division of The McGraw-Hill Companies, Inc. 

jf 
enclosures 
cc: Mr. Nicholas J. Dodd, Vice President 

RBC Capital Markets 



STANDARD 

Standard 8 Poor's Ratings Services 
Terms and Conditions 

Applicable To 
U.S. Public Finance Ratings 

Request for a ratink Standard & Poor's issues public finance ratings for a fee upon request fiom an issuer, or fiom an 
underwriter, financial advisor, investor, insurance company, or other entity, provided that the obligor and issuer (if 
different &om 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 fiom the issuer. 

Agreement to A C C ~ D ~  Terms and Conditions. Standard & Poor's assigns Public Finance ratings subject to the terms 
' 

and conditions stated herein and in the rating letter. The issuer/obligor's use of a Standard & Poor's 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 issuerlobligor's understanding of the scope and limitations of the Standard & Poor's 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 & Poor's a rating fee. Payment of the fee is not conditioned on Standard & Poor's issuance of any particular 
rating. In most cases an annual surveillance fee will be charged for so long as we maintain the rating. The 
issuerlobligor will reimburse Standard & Poor's for reasonable travel and legal expenses if such expenses are not 
included in the fee. Should the rating not be issued, the issuerlobligor agrees to compensate Standard & Poor's based on 
the time, effort, and charges incurred through the date upon which it is determined that the rating will not be issued. 

Scove of Rating. The issuerlobligor understands and agrees that (i) an issuer rating reflects Standard & Poor's current 
opinion of the issuerlobligor's overall financial capacity to pay its financial obligations as they come due, (ii) an issue 
rating reflects Standard & Poor's current opinion of the likelihood that the issuerlobligor will make payments of principal 
and interest on a timely basis in accordance with the terms of the obligation, (iii) a rating is an opinion and is not a 
verifiable statement of fact, (iv) ratings are based on infmation supplied to Standard & Poor's by the issuer/obligor or 
by its agents and upon other information obtained by Standard & Poor's &om other sources it considers reliable, (v) 
Standard & Poor's does not perform an audit in connection with any rating and a rating does not represent an audit by 
Standard & Poor's, (vi) Standard & Poor's relies on the issuerlobligor, its accountants, counsel, and other experts for the 
accuracy and completeness of the information submitted in connection with the rating and su~veillance process, (vii) 
Standard & Poor's undertakes no duty of due diligence or independent verification of any information, (viii) Standard & 
Poor's does not and cannot guarantee the accuracy, completeness, or timeliness of the information relied on in connection 
with a rating or the results obtained kom the use of such infinmatian, (ix) Standard & Poor's may raise, lower, suspend, 
place on Creditwatch, or withdraw a rating at any time, in Standard & Poor's sole discretion, and (x) a rating is not a 
"market" rating nor a recammendation to buy, hold, or sell any financial obligation. 

Publication. Standard & Poor's reserves the right to publish, disseminate, or license others to publish or disseminate the 
rating and the rationale for the rating unless the issualobligor specifically requests that the rating be assigned and 
maintained on a confidential basis. If a confidential rating subsequently becomes public through disclosure by the 
issuerlobligor or a third party other than Standard & Poor's, Standard & Poor's reserves the right to publish it. 
Standard & Poor's may publish explanations of Standard & Poor's ratings criteria f i a  time to time and nothing in this 
Agreement shall be construed as limiting Standard & Poor's ability to modify or refine Standard & Poor's critezia at any 
time as Standard & Poor's deems appropriate. 

Information to be Provided bv the Issuer/obli~or. The issuerlobligor shall meet with Standard & Poor's for an analytic 
review at any reasonable time Standard & Poor's requests. The issuer/obligor also agrees to provide Standard & 
Poor's promptly with all information relevant to the rating and surveillance of the rating including information on 
material changes to information previously supplied to Standard & Poor's. The rating may be affected by Standard & 
Poor's opinion of the accuracy, completeness, timeliness, and reliability of information received fiom the 
issuer/obligor or its agents. Standard & Poor's undertakes no duty of due diligence or independent verification of 



information provided by the issuerlobligor or its agents. Standard & Poor's reserves the right to withdraw the rating if 
the issuer/obligor or its agents fails to provide Standard & Poor's with accurate, complete, timely, or reliable 
information. 

Standard & Poor's Not an Advisor. Fiduciary. or Ex~ert. The issuerlobligor understands and agrees that Standard & 
Poor's is not acting as an investment, financial, or other advisor to the issuerlobligor and that the issuerlobligor should 
not and cannot rely upon the rating or any other information provided by Standard & Poor's as investment or financial 
advice. Nothing in this Agreement is intended to or should be construed as creating a fiduciary relationship between 
Standard & Poor's and the issuerlobligor or between Standard & Poor's and recipients of the rating. The issuerlobligor 
understands and agrees that Standard & Poor's has not consented to and will not consent to being named an "expert" 
under the applicable securities laws, including without limitation, Section 7 of the U.S. Securities Act of 1933. 

Limitation on Damages. The issuer/obligor agrees that Standard & Poor's, 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 & Poor's for the rating, except for Standard & - 
Poor's gross negligence or willful misconduct. In no event shall Standard & Poor's, 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 hrtherance 
and not in limitation of the foregoing, Standard & Poor's will not be liable in respect of any decisions made by the 
issuerlobligor or any other person as a result of the issuance of the rating or the related analytic services provided by 
Standard & Poor's 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 issuerlobligor aclcnowledges and 
agrees that Standard & Poor's 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. 

Term. This Agreement shall terminate when the ratings are withdrawn. Notwithstanding the foregoing, the paragraphs - 
above, "Standard & Poor's Not an Advisor, Fiduciary, or Expert" and "Limitation on Damages", shall survive the 
termination of this Agreement or any withdrawal of a 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 
a 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. 

Sevwability. Xn the event that any tern 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 hllest extent permitted by law. 

Com~lete Aereement. This Agrment  constitutes the complete agreement between the parties with respect to its subject 
matter. This Agreement may not be modified except in a 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. 



E i i t a l  
. Markets 

SETTLEMENT, DELIVERY & CLOSING PROCEDURES 

ISSUE: $50,000,000 
Pima County, Arizona 
Sewer Revenue Bonds 
Series 2007 

BONDS DATED: January 1,2007 

INTEREST PAYMENT 
DATES: Interest payable semiannually on January 1 and July 1 of each year, 

commencing July 1,2007. 
MATURITY DATES, 
PRINCIPAL AMOUNTS, 
INTEREST RATES: See Exhlbit A. 

CLOSING: 

PARTICIPANTS: 

REGISTRATION & 
AUTHENTICATION: 

SETTLEMENT 
INSTRUCTIONS: 

The Closing will be held on Thursday, January 25,2007 at 8:00 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) 528-403 1, Fax: (602) 253-8 129. 

See Exhibit B. 

After the Bonds have been registered and executed, the Bond Registrar and 
Paying Agent will confirm arrangements for a F.A.S.T. closing with the 
Depository Trust Co. (DTC), 55 Water Street, IS' Floor, New York, New York 
10041. 

Par Value @ 100 
Plus: Excess Net Premium 
Plus: Accrued Interest 
(January 1 -January 25,2007) 

Less: Good Faith Deposit 
Remaining Purchase Price 



Settlement. Deliven. & Closinp Procedures 
$50,000,000 
Pima County, Anzona 
Sewer Revenue Bonds 
Series 2007 
Page 2 

FLOW OF FUIWS: $142,400.00, representing the bond insurance premium for Financial Security 
Assurance, will be wire transferred prior to the closing by ~Memll Lynch to: 

The Bank of New York 
ABA # 02 1-000-0 1 8 
Acct. Name: Financial Security Assurance, Inc. 
Acct. # 8900297263 
Transactions # 97449 
Reference: Policy No. 208043-N 
Contact: Priscilla H. Lowe (415) 995-8013 

SOURCES 

(A) $1,000,000.00, representing the Merrill Lynch good faith deposit, will 
remain in the Bank of America, account of the Pima County Treasurer 
and be transferred into the Project Fund. 

(B) On the day of closing, Menill Lynch will wire transfer the remaining 
purchase price of $49,258,125.68, representing proceeds for deposit 
into the Interest Fund (Debt Service Fund) and the Project Fund to: 

Bank of America, Arizona 
Phoenix, Anzona 
ABA At026009593 
Credit to Pima County Treasurer 
Account #412724156 
Reference: Pima County Street & Highway User Revenue 

Bonds, Series 2007 

Confirmation of the receipt of hnds will be made with Eska Lachrnan at the 
Pima County Treasurer's Office at (520) 740-8814. 

USES 

Of the amount listed under Sources (A & B) above, the Pima County 
Treasurer will apply such amounts as follows: 

(A) $141,275.83 representing accrued interest, to the Interest Fund (Debt 
Service Fund). 

(B) $50,116,849.85, representing construction costs and costs of issuance, to 
the Project Fund. 



Settlement, Delivenr & Closing Procedures 
$50,000,000 
Pima County, Arizona 
Sewer Revenue Bonds 
Series 2007 
Page 3 

a. Of the monies deposited in (B) above, $10,937.50 representing 
payment for the Debt Service Reserve Fund Surety Bond will be 
wired transferred by Pima County on or before the day of closing 
as follows: 

The Bank of New York 
ABA # 02 1-000-0 18 
Acct. Name: Financial Security Assurance, Inc. 
Acct. # 8900297263 
Transactions # 97449 
Reference: Policy No. 208043-R 
Contact: Priscilla H. Lowe (415) 995-8013 

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 Memll 
Lynch, via the DTC closing desk (212) 855-3752. 



EXHIBIT A 

$50,000,000 
PIMA COUNTY, ARIZONA 

Sewer Revenue Bonds 
Series 2007 

Principal and Interest Payrnents 

Dated: 1/1/2007 Delivery: 1/25/2007 

Total Fiscal Year CUSIP ;Z 

Date Principal (a) Coupon Interest (b) Debt Senrice Debt Service (72 1876) 

MD9 

ME7 

MF4 

MG2 

MHO 

MJ6 

MK3 

ML I 

MM9 

MN7 

MP2 

MQO 

MR8 

MS6 

MT4 

MU I 

MV9 

tMW7 

MX5 

MY3 

Total S50,000,000.00 S24,161:225.00 S74,161.225.00 S74,161.225.00 

(a) The bonds maturing on or after July 1. 201 8 are subject to redemption prior to maturity on or after July 1. 2017 at Par. 
(b) Does not include accrued interest from 1/01/07 to 1/25/07 in the amount of 5141.275.83. 

-Prepared By- 
RBC Capital .Ilarkes 

l / l  i/2007 



EXHIBIT B 

PIMA COUNTY 

PIMA COUNTY, ARIZONA 
SEWER IMPROVEMENT REVENUE BONDS 

SERIES 2007 

DISTRIBUTION LIST 

FINANCIAL ADVISOR 

Finance and Risk Management Department RBC Capital Markets 
130 West Congress, 10th Floor 2398 East Camelback Road, Suite 700 
Tucson, AZ 85701 Phoenix, AZ 85016 
Fax: (520) 740-8171 Fax: (602) 381-5380 

Tom Burke 
Finance Director 
(520) 740-3030 
e-mail: torn.bi~rke@pima.~zo\~ 

Finance and Risk Management Department 
130 West Congress, 6th Floor 
Tucson, AZ 85701 
Fax: (520) 243-2329 

Michelle Campagne 
(520) 740-8410 
e-mail: micheIIs.carnpa~ne<ij~,inia.~v 

County Attorney's Office 
13'0 West Congress 
Tucson, Arizona 85701 

Regma Nassen 
(520) 740-541 1 
e-mail: regina.nassen.~Jucao.pin~a.~o\~ - . 

BOND COUNSEL 

Squire, Sanders & Dempsey L.L.P. 
Two Renaissance Square, Suite 2700 
40 North Central Avenue 
Phoenix, AZ 85004-4498 
Fax: (602) 253-8129 

Kurt M. Freund 
Managing DirectorIManager 
(602) 381-5365 
e-mail: k~~rt.freundiGrbcdain.com 

Nicholas J. Dodd 
Vice President 
(602) 381-5360 
e-mail: nick.clodcl~2rbcdnin.m 

RATING AGENCIES 

Moody's Investors Service 
One Front Street, Suite 1900 
San Francisco, CA 941 11 
Fax: (415) 274-1726 

Jolene Yee 
(415) 274-1720 
e-mail: jolens.sttc$7,n1oodvs.com 

Dan Steed 
(415) 274-1716 
e-mail: da~~.stec.dG~~~ioocIvs.corn 

Timothy E. Pickrell 
P: (602) 528-403 1 
C: (602) 617-9260 
e-mail: tpick-rell:Z,sscl.m 



Standard & Poor's Corporation 
One Market, Steuart Tower 15th Floor 
San Francisco, California 
94 105- 1000 
Fax: (41 5) 371-5090 

Edward McGlade 
(2 12) 438-206 1 
e-mail: rtlw,trd mclrlacle:~santlp.co~n 

REGISTRAR & PAYING AGENT 

The Bank of New York Trust Company, N.A. 
150 University Drive, IS' Floor 
Tempe, Arizona 8528 1 
Fax: (480) 902-6879 

Mark Knetemeyer 
(480) 902-6880 
e-mail: n1ark.z.kriete1nz~zr(i1;i~1nor~a1i.ci~1n 

BOND INSURER 

Financial Security Assurance 
One Market 
1550 Spear Tower 
San Francisco, California 94105 
(415) 995-8095 

Scott Lord 
(41 5) 995-8020 
e-mail: slt>rdii?jfsa.corn 

EXHIBIT B 
PURCHASER 

Merrill Lynch 
Four World Financial Center, 91h Floor 
New York, NY 10080 

Brendan Troy 
(212) 449-5081 
e-mail: Hrenclan rro\ rj'rnl.com 

Mike Cocchiola 
(2 12) 449-2068 
e-mail: Michael soccliiola<~ml.corn 

Robert Mascatello 
(212) 449-7551 
e-mail: Robert mascatel lori7~ml.com - 

Priscilla H. Lowe 
(4 15) 995-80 13 
e-mail: plo\ve~Zfsa.co~~i - 
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