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regulations, rulings and court decisions, interest on the Series 2001-B Warrants will be excluded from gross income for federal income tax
purposes and will not be an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations. Bond Counsel is also of the opinion that, under existing law, interest on the Series 2001-B Warrants will be exempt from State
of Alabama income taxation. For a discussion of other possible tax consequences of receiving interest on the Series 2001-B Warrants, see
"TAX EXEMPTION" herein.
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The Series 2001-B Warrants are issuable asfully registered warrants and, when isaued, will be registeredin the name
of Cede & Co., as nominee of The Depository Trust Company ("DTC"), New York, New Y ork, towhich principal and inter est
payments on the Series 2001-B Warrants will be made so long as Cede & Co. is the registered owner of the Series 2001-B
Warrants. Individual purchasesof the Series 2001-B Warrants will be made in bodk-entry form only, and individual purchasers
("Beneficial Owners") of the Series 2001-B Warrants will not receive physical delivery of warrant certificates.

Paymentsof principal of andinterest onthe Series2001-B Warrantswill be paid by The Bank of New Y ork, astrustee
(the"Trustee"), to DTC or itsnominee Solong as DTCor itsnomines is the registered owner of the Series 2001-B Warr ants,
disbursement of such paymentsto DTC istheresponsihility of the Trustee, disbursement of such paymentstoDTC Participants
is the responsibility of DTC and disbursement of such payments to the Beneficial Owners is the responsikility o DTC
Partid pantsor indirect Partidpantsas more fuly described herein.

The Series 2001-B Warrants will bear interest from their date of issuance at the Daily Rate, until converted to the
Weekly Rate or the Term Rate, as set forth herein. The Daily Rate will be determined by SouthTrust Securities, Inc., as
Remarketing Agent. At thetime d convergon toanothe interest rate the Series 2001-B Warrants are subject to mandatary
tende for purchase asdescribed herein.

The Series 2001-B Warrants are subjed to redemption, mandatory tende and purchase, and optiond tender and
purchase, all as desaibed herein. Under certain circumstances, the owners of Seies 2001-B Warrants will not be entitled to
exercise any optional tender rights.

The Series 2001-B Warrants will constitute general obligations of the County for the payment of which its full faith
and credit areirrevocably pledged. Payment of the pur chase pri ce of Series 2001-B Warrants tendered far purchase pursuant
to the optional or mandatory tender provisions of the Indenture will be secured initialy by a Standby Warrant Pur chase
Agreament among the County, the Trustee, Morgan Guaranty Trust Company of New Y ork and Bayerische Landesbank
Girozentrale acting through itsNew Y ork Branch.

Price of all Series 2001-B Warrants: 100%
The Series 2001-B Warrants ar e offered when, as and if issued, subject to prior sale, and to the unqualified approval
of the legality thereof by Haskdl Slaughter Young & Rediker, L.L.C., Birmingham, Alabama, Bond Caunsel. Ceatain legal
matters will bepassed upon for Margan Guaranty Trust Company of New Y ork and Bayerische Landesbank Girozentrale by

Greenberg Traurig, LLP, Philadelphia, Pennsylvania. It isexpected that the Series 2001-B Warrantsin definitive formwill be
available for delivery through DTC in New York, New Y ork, on or about July 19, 2001.
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No dedler, broker, salesman or any aher person hasbeen authorized by Jefferson County, Alabama,
or the Underwriter to give any information or to make any representations other than those contained in this
Officia Statement, and, if given or made, such other information or representations must not be relied upon
as having been authorized by any of theforegoing. This Offidal Statement does not constitute an offer to sell
or the solicitation of an offer to buy, nor shall there be any sale of the Series 2001-B Warrants by any person
in any jurisdction in which it is unlawful for such pason to make such offer, solicitation or sdle. The
information set forth herein has been obtained from sources which are believed to be reliable, but such
information is not guaranteed as to accuracy or completeness, and is not to be construed as arepresentation
by the Undewriter. The information and expressions of gpinion herein are subject to change without notice
and nether the delivery of this Official Statement nor any sale made haeunde shall, under any circumstances,
create any implication that there has been no change in theaffairs of Jefferson County sincethe date hereof.
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OFFICIAL STATEMENT

$120,000,000
JEFFERSON COUNTY, ALABAMA
General Obligation Warrants
Series 2001-B

INTRODUCTION

This Official Statement, including the cover page and appendices hereto, is being furnished in
connection with the sale by Jeffer son County, Alabama (the "County"), of its $120,000,000 principal amount
of Genegral Obligation Warrants, Series 2001-B (the" Series 2001-B Warrants").

The County is apolitical subdivision of the State of Alabama. The Saies 2001-B Warrants will be
issued pursuant to a Trust Indenture dated as of July 1, 2001 (the "Indenture"), between the County and T he
Bank of New York, as Trustee (the "Truste€'). TheSeries 2001-B Warrants will be issued pursuant to the
provisions of Cock of Alabama 1975, 88 11-28-1 et seq. (the "Act").

The Series 2001-B Warrants are being issued for the purposes of (i) refunding the County's Gereral
Obligation Warrants, Series 1996 (the "Series 1996 Warrants"), currently outstanding in the aggregate
prind pal amount of $19,000,000, (ii) refunding the County's Generd Obligation Warr ants, Series 1999 (the
"Series 1999 Warrants'), currertly cutstandingin the aggregate principal amount of $100,000,000, and (iii)
paying the costsof issuing the Series 2001- B Warr ants. Proceeds of the Series2001- B Warr antsthat arebeing
used to refund the Searies 1996 Warrantsand Seies 1999 Warrants will bepaid tothe respective paying agents
for suchwarrants and applied to purchase such warrantsor to redeam such warrants on September 4, 2001.

Payment of the purchase price of Series 2001-B Warrants tendered for purchase pursuant to the
optional or mandatory tender provisions of the Indenture will be sscuredinitially by a Stardby Warrant Pur-
chaseAgreement dated asof July 1, 2001 (the " Standby Pur chase Agreement™), among the County, the Trustee
and Morgan Guaranty Trust Company of New Y ork and Bayerische Landesbank Girozentrale, acting thr ough
its New York Branch (said banks, acting jointly in accordance with the provisions of the Standoy Purchase
Agreement, being herein together called the"Barks"). See"THE STANDBY PURCHASE AGREEMENT".

The information contained in this Official Statement does not purport to be comprehensive or
definitive. All references hereinto, or summaries df, the Indenture, the financial statements of the County, the
Act or any other contract, indenture, resolution or other document o official act relatedto the Series 2001-B
Warrants are qualified in their entirety by theexact terms of such documents or official acts, which areitems
of public record available from the County. All references heein to, or summaries of, the Series 2001-B
Warrantsare qualified intheir entirety by the definitive formsthereof and the information with respect thereto
included in the Indenture. Any capitalized terms used herein without definition shall have the meanings
assigned to such termsin the I ndentur e.

This Offidal Statement speaks only as of itsdate, and theinfarmation contained hereinis subject to
change. For further information during theinitia of fering period with respect to the Series 2001-B Warrants,
contact Steve Sayler, Finance Director, Jdferson County Commission, 716 Narth 21% Street, Birmi ngham,
Alabama 35263-0002, tel gphone (205)325-5762.



SOURCE AND USES OF FUNDS

The following table sets forth the estimated source and uses of the moneys to be expended by the
County in conrection withthe issuance of the Series 2001-B Warrants:

Source
Principal proceeds o the Series 2001-B Warrants $120,000,000
Uses
Refunding of Series 1996 Warrants $ 19,022,320
Refunding of Series 1999 Warrants 100,116,000
Legad fees, underwriting discount and other
issuance ex penses 550,000
Various capita expenditures 311,680
Tota Uses $ 120,000,000
DESCRIPTION OF THE SERIES 2001-B WARRANTS
General

The Series 2001-B Warrants will be dated as of thedateof initial delivery and will matureon April 1,
2021. The Seies 2001-B Warrants will be issuable only as fully registered warrants without coupons in
Authorized Denominations.

The Series 2001-B Warrantsare available initially in book-entry form only. See "BOOK-ENTRY
ONLY SYSTEM." Solongas Cede & Co. istheregistered owner of the Series 2001-B Warrants, asnominee
of The Depository Trust Conpany, New Y ork, New Y ork ("DTC"), references herein to the owners of the
Series 2001-B W arr ants mean Cede & Co. and not the Beneficial Owners (as defined hereinafter) of the Series
2001-B Warrants.

Interest Rate Modes

Each Series 2001-B Warrant shdl bear interest at the Weekly Rate, the Dail y Rate or the T erm Rate,
asdescribed below. TheTrustee shall specify on each warrant cetificate, in the goace provided, which Interest
Rate Made isin dfed with repect to such Series 2001-B Warrart. If a Term Rateisin effect with respect
to a Series 2001-B Warrant, the Trustee shall also specify on the certificate for such Series 2001-B War rant
the Term Rate and the beginning and end of the Term Rate Period.

When initially issued, all Saies 2001-B Warrants shall be in the Daily Rate Mode; however, the
Indenture contains a procedure for the conversion of the Saies 2001-B Warrants to a different Interest Rate
Mode, as described below.



Interest Payment Dates and Computation of Interest Accrual
Interest shall bepayable in arrears on the following dates:

D withrespect to interest on the Series 2001-B Warrants payable at the Weekly
Rate, (i) onthefirst Business Day of each monthwhilethe Series 2001-B Warrants areinthe
Weekly Rate Mode and (ii) on the effective date of conversion fromthe Weekly Rate Mode
to another Intaest Rate Mode (each such date being heran called a "Weekly Rate Interest
Payment Date");

2 withrespect to interest on the Series 2001-B Warr ants payable at the Daily
Rate, (i) onthefirst Business Day of each month whiletheSeries 2001-B Warrants arein the
Daily Rate Mode and (ii) on the effective date of conversion from theDaily Rate Mocde to
another Interest Rate Mode (each such date being herein called a"Daily Ratelnterest Payment
Date"); and

3 withrespect to any Series 2001-B Warrant payabl e at the Term Rate, (i) on
April 1 and October 1 in each year and (ii) on the last day of each Term Rate Period (each
such date being herén calleda"Term Rate Interest Payment Date").

Interest at the Weekly Rateor the Daily Rate shall be computed onthebasisof a 365 or 366-day year,
asthe case may be, for the actual number of dayselapsed. Interest a the Term Rateshall be computed on the
basis of a 360-day year with 12 months of 30 days each.

Record Date for Interest Payments

Theinterest payable on any Series 2001-B Warrant on any Interest Payment Date will be paid to the
person in whose name such Series 2001-B Warrant isregister ed at thecl ose of business ontheRegular Record
Date for such I nterest Payment Date, which shal be the day next preceding any Interest Payment Date for
Series 2001-B Warrants in the Weekly Rate Modeor theDaily Rate Made, o the 15th day (whether or not
a Business Day) of the month next preceding any Interest Payment Date for Series 2001-B Warrants in the
Term Rate Made. Any sudh interest not paid on the regular interest payment date shall cease to be payable
to the registered holder on such Regular Record Date, and shall be paidto theperson in whose namethe Series
2001-B Warrant isregistered at the close of businesson aspecia record datefor the payment of such defaulted
interest to be fixed by the Trustee, notice of such specid record date being given to holders of the Series
2001-B Warrants not lessthan 10 days prior to the special record date.

Method of Payment

The Series 2001-B Warrants will be held initially in book-entry only form See "BOOK-ENTRY
ONLY SYSTEM". During any time when the Series 2001-B War rants are not in book-entry only form,
payment of debt savice onthe Series 2001-B Warr ants and payment d the Purchase Price of Series 2001-B
Warrantstendered for pur chase pur suant tothe Optional or Mandatory Tender provisions of thelndentureshall
be made as follows:

(1) Series 2001-B Warrants in the Weekly Rate or Daily Rate Mode. Payment
of interest due on any Series 2001-B Warrant in the Weekly Rate or Daily Rate Mode shall
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be made by check mailed on the applicable Interest Paymert Date or, at therequest of the
holder accompanied by adequate written instructions, by wire transfer to an account
maintained at a bank | ocated inthe United States ("Wire Transfer"). Payment of principal of
any such Series 2001-B Warrant shall be made by check or, & the request of the holder
accompanied by adequatewritteninstructions, by WireTransfer, but under either method only
after such Series 2001-B Warrant is presented at the designated office of the Trustee
Payment of the Purchase Price of any such Series 2001-B Warrant shall be made by check
or, a the request of the holder accompanied by adequate written instructions, by Wire
Transfer, but under either method only after such Series 2001-B Warrant is presented at the
designated office of the Tender Agent.

2 Series 2001-B WarrantsintheTermRate Mode. Payment of inter est dueon
any Series 2001-B Warrant in the Term Rate Mode shall be made by check mailed on the
TermRate Interest Payment Date ar, at the request of any holde of Series 2001-B Warrants
in an aggregate principal amourt of na less than $1,000,000 accompanied by adequate
written instrudions, by Wire Transfer. Payment of principal (and redemption premium, if
aoplicable) on any such Series 2001-B Warrant shall be made by check or, at the request of
any holder of Series 2001-B Warrants in an aggregate principal amaunt of na less than
$1,000,000 accompanied by adequatewritten ingtr ucti ons, by Wire T ransfer, but under either
method only after such Series 2001-B Warrant is presented at the designated office of the
Trustee. Payment of the Purchase Price of any such Series 2001-B Warrant shall be made
by checkor, at the request of any holder of Series 2001-B War rantsin an aggregate principel
amount of not less than $1,000,000 accanpanied by adequate writteningructions by Wire
Transfer, but under either method only after such Series 2001-B Warrant is presented at the
designated office of the Tender Agent.

Weekly Rate

The Weekly Rate for any Series 2001-B Warrant shall be afluctuating rate per annum determined
periodically by the RemarketingAgent while such Series 2001 -B Warrant isin the Weekly Rate M ode, subject
to the following terms and conditions:

D The Weekly Rate with respect to any Series 2001-B Warrant shall be
determined on the date of conversion to the Weekly Rate M ade and onthelast Business Day
before each Friday while such Series 2001-B Warrant isin the Weekly Rate Mode.

2 Interest accrual at the Weekly Rate determined on the Conversion Date shall
begin on (and shall include) the Conversion Date and shall continueat such Weekly Rate until
(but notindud ng) thenext Thursday. Thereafter, interest accrual at the Weekly Rate shall
begin on each Thur sday (based on the Weekly Rate determined onsuch Thursday or, if such
Thursday is not a Business Day, on the Business Day preceding such Thursday) and shall
continue at such Rate until (but not including) the next Thur sday (or, if sooner, a Conversion
Date); provided, however, that if the Remarketing Agent fails to determine the Weekly Rate
on any such determination date, the Altenate Rate Index shall be deemed to be the rate
determined.



3 The Weekly Ratewith resped to a Series 2001-B Warrant shall be deter-
mined by the Remarketing Agent and shall be the lowest interest rate that would, in the
opinion of the Remarketing Agent, result in the mar ket value of such Series 2001-B Warr ant
being 100% o theprincipd amourt theredf on the date of such determination, takinginto
account relevant market conditions and credit rating factors as they exist on such date;
provi ded, however, that the Weekly Rate may never exceed the Cap Rate.

4 On each Weekly Rate detemination date with respect to a Series 2001-B
Warr ant the Remarketing Agent shall givetelephonic noticeto the Trustee of the Weekly Rate
so determined. Upon the request of the holder of a Series 2001-B Warrant, the Trustee shall
confirm (by telephane and inwriting, if sorequested) the Weekly Ratethenin efect.

Daily Rate

The Daily Rate far any Series 2001-B Warrant shall bea fluctuating rate per annum determined by
the Remarketing Agent for each Business Day whilea Series 2001-B Warrant is in the Dally Rate Mode,
subject tothe fdlowing teems and conditions:

Q) The Daily Ratewith respect to a Series 2001-B Warrant for each Business
Day shall be determined by the Remarketing Agent no | ater than 10:00 am. (New York City
time) on such Business Day and shall bethe lowest interest r ate that would, in the opinion of
the Remarketing Agent, result inthe market val ue of such Series 2001-B Warrant being 100%
of the principal amount thereof on the date of determinati on, taking into account relevant
market conditions and credit ratingfactors asthey exist on suchdate provided, however, that
the Daily Rate may never exceed the Cap Rate.

2 For any day which is not a Business Day, the interest rate on the Series
2001-B Warrants shall be the interest rate for the immediately preceding Business Day.

(©)] Not less often than weekly, the Remarketing Agent shall give telephoric
noticeto the Trustee of the various Daily Rates so deermined and the dateor datesfor which
each such rateisapplicable. Any such telephonic noticeshall be confirmed in writing within
two Business Days.

(@] If theRemarketing Agent fails to establish a Daily Rate as provided in this
subsection for any date, the Daily Ratefor such date shall be the Alternate Rate Index.

Term Rate and Term Rate Periods
The Term Ratefor any Series 2001-B Warrant shall be a fixed rate per annum deermined by the

Remarketing Agent for a Term Rate Peiod ecified by theCounty in the notice of converson of such Series
2001-B Warrant to theTerm Rate Made, subject to thefollowing terms and conditions:



D The duration of a Term Rate Period shall belimited as fdlows:
(A) A Term Rate Period may be any nunber of days greater than 270.

(B) A Term Rate Period (other than a Tem Rate Period extending to
Maturity) must end on a Business Day. If the find day of a Term Rate Period
specified by theCounty is nat in fadt a Business Day, thensuch Tem Rate Period
shall be deemed to extend to the next day that is a Business Day.

© If aTerm Rate Period isin effect when a Series 2001-B War rant
is to be purchasad pursuant to the Mandatory Tender provisionsof the Indenture
relating to naice of an event of default under the Standby Purchase Agreemert,
notwithstanding the Term Rate Period previoudly established with respect to such
Series 2001-B Warrant, suich Tem Rate Peaiod shall end on such Mandatory
Tender Date. (Unde the intial provisions of the Standby Purchase Agreement,
such ageement will nat be in effect during a Term Rate Peiod)

2 Afte receipt of noticethat a Term Rate is to be established with respect to
any Series 2001-B Warrant, but not later than the last Business Day prior to the proposed
Conversion Date, the Remarketing Agent shall determine the interest rate for the Tam Rate
Period, which shall be the lowest interest rate that would, in the opinion of the Remarketing
Agent, result inthe market value of such Series 2001-B W arrant being 100% of the prinapal
amount thereof on the date of such determination, taking into account relevant mar ket
conditions and credit rating factars as they exist on such date and assuming that the Term
Rate Period began on such date; provided, however, that the Term Rate may not ex ceed the

Cap Rate.

3 Interest accrual at the Term Rate for any Term Rate Period shall begin on
(and shall include) the first day of the Term Rate Period and shall end on (but shall not
include) the last day of the Term Rate Period.

4 The Remarketing Agent shall give telephonic notice to the Trustee of the
Term Rate so determined, and shall promptly confirm such notice in writing. Upon the
request of the holder of a Series 2001-B Warrant or any Finanang Participant, the Trustee
shall confirm (by telephone and in writing, if so requested), the Term Rate so determined.

Conversion of Interest Rate Modes

The County may dfect a conversion of thelnterest Rate Modeon the Series 2001-B Warrants at its
option, subject to certaintermsand conditionsinthe Indenture. No such conversionispermitted duringaTerm
Rate Period. Any such conversionto adifferent Interest Rate Mode shall apply toall Series 2001-B Warrants
a the time outstanding. On any Conversion Date, the Series 2001-B W arrants must be purchased pursuant
to the Mandatory Tender provisions of the Indenture referred to below. If a notice of Mandatory Tender is
given by the Tender Agent in connection with a proposed conversion of the Series 2001-B Warrants to a
different Interest Rate Mode, the Series 2001-B Warrants shall be subjed to aMandatory Tender on suchdate
notwithstanding the revocation of the election to effect such conversion or the failure to satisfy the conditions
for such conversion.



Optional Tenders

Subject to the exceptions described under "No Tender Upon Certain Events", the holder of any
Series 2001-B Warrant shall have the right to tender such Series 2001-B Warrant to the T ender Agent for
purchasein whole or in part (if in part, only in an Authorized Denamination) onany Business Day whilesuch
Series 2001-B Warrant is in the Daily Rate Mode or Weekly Rate Mode (but na while such Series 2001-B
Warrant isin the Term Rate Mode) at a Purchase Price equal to 100% of the prindpal amount of the Series
2001-B Warrant (or portionthered) tendered plus accrued interest to the specified Optional Tender Date. In
order to exercisesuch option with respect to any Series 2001-B Warr ant, the holder thereof must delive notice
thereof to the Trustee, the Tender Agert and the Ranarkeiing Agent, as provided below. In the case of any
Series 2001-B Warrant inthe Weskly Rate Mode such natice must be delivered at least 7 days prior to the
proposed Optional T ender Date. Inthecase of any Series2001-B Warrant inthe Daily Rate M ode, such notice
must be delivered no later than 10:00 am. (New York City time) on the proposed Optional Tender Date.

Any such natice of Optional Tenda must beduly executed by the Warrantholder and must specify (i)
the name of the reg stered holder of the Series 2001-B Warrant to betendered for purchase, (ii) the Optional
Tender Date, (iii) the certificate number and principal amount of such Series 2001-B Warrant, and (iv) the
prindpal amount of such Series 2001-B Warrant to be purchased (if such amount is less than the entire
prindpal amount, both the amount to be purchased and the amount remaining must be in an Authorized
Denomination). Such notice may begiven to the Trusteg the Tender Agent and the Remarketing Agent in
writing or by telephone, but no such telephonic notice shdl be effective unless confi rmed in writing deli vered
to the Trustes, the Tender Agent and the Remarketing Agent not mare than 2 Business Days after such
telephonicnatice. A formof the Optiona T ender Noticemay be obtained fromthe Tender Agent uponrequest.

If any notice of Optiona Tender specifies an Optional Tender Date that is not a Business Day, then
such noticeshall bedeamedto specify thenext fdlowing Business Day as the Optional Tender Date. Unless
anoticeof Optional Tender indicatesthat less than the entire principal amount of the Series 2001-B Warrant
is being tendered for purchase, the holder will be deemed to have tendered the Series 2001-B Warrant inits
entire principa amount for purchase.

Upondelivery of awritten notice of Optional Tender, the election to tender shall be irrevocable and
binding upon such holder and may not be withdrawn.

If awritten natice of Optional Tende shall have been duly given with respect to any Series 2001-B
Warrant, the holde of such Series 2001-B Warrant shall deliver such Series 2001-B Warrant to the officeof
the Tender Agent on the Optional Tender Date, together with all necessary endorsemerts for transfer. If only
aportion of such Series2001-B Warrant isto be pur chased (as aresult of the exercise of the Optionad T ender
right only with respect to such portion), the County shall execute and the Tender Agent shall authenticate and
deliver to the hdder of such Series 2001-B Warrant, without sevice charge anew Series 2001-B Warrant or
Warrants of the same Maturity and interest rate and of any Authorized Denomination or Denominations as
requested by suchholder inaggregate principal amount equal to and in exchange for the unpurchased portion
of theprind pal amount of the Series2001-B War rant surrendered. Any Unsurrendered Series2001- B Warr ant
shall nevertheless be deemed to have been tender ed by the hol der ther eof on the Optiona T ender Date.

If there has been irr evocably deposited in the Warrant Purchase Fund an amount sufficient to pay the

PurchasePri ceof any Unsur render ed Seri es2001-B Warrant, such Unsurr endered Seri es2001-B Warr ant shall
be deemed to have been tendered for pur chase and purchased from the holder thereof on such Optional T ender
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Date and the holder of such Unsurrendered Series 2001-B Warr ant shall not be entitled to recelve interest on
such Unsurrendered Series 2001-B Warrant for any period on and after the Optiona Tender Date.

Mandatory Tenders

Subject to the exceptions desaribed under '"No Tender Upon Certain Events", the holder of each
Series 2001-B Warrant shall berequired to tende such Series 2001-B Warrart to the Tender Agent for
purchase on thefollowing dates (each such date beng heein called a "Mandatory Tender Date'"):

D each Canveasion Date with respect to sudh Series 2001-B Warrant;

2 the last day of a Term Rate Period with respect to such Series 2001-B
Warrant;

(©)) 20 daysafter the Tender Agent receives notice from the Banks (i) stating that
an event of default, as thaein defined, has ocaurred and is continuing under the Standby
Purchase Agreement and (i) directing that the Series2001-B W arr antsbe purchased pursuant
to the M andatory Tender provisions of the Indenture;

(4 on any date proposed by the County far delivery o a Substitute Standby
Purchase Agreement;

(5) fivedays prior to the Termination Date of the Standby Purchase Agreement;
and

(6) on any date when the Courty proposes to cancd the Standby Purchase
Agreement.

If any of such datesis not a Business Day, the Mandatory Tende Date shall be thenext succeedng Business
Day. An assgnment by one of the Banks of its commitment under the initial Standby Pur chase Agreement
(effected in accordance with the provisions of such agreement) will not be an event that requires or resultsin
aMandatory Tender.

No noticeis required for a Mandatory T ender on the last day of a Term Rate Period. Notice of any
other Mandatory Tende shall be given by the Trustee by registered or certified mail, mailed to the T ender
Agent and to the holder of each affected Series2001-B Warrant at the addr ess of such holder appearing on the
warr ant register not lessthan 15 days prior to the Mandatory Tender Date. Such noticeof Mandatory T ender
shall, among other things, specify the Mandatory Tender Date.

Warrantholders will not have theright to retain theér Series 2001-B Warrants when a Mandatory
Tender occurs. Any Series 2001-B Warrant subject to Mandatory Tender shdl be tendered by the hol der
thereof for purchase on the Mandatory Tender Date by delivering such Series 2001-B Warrant to the office
of the Tender Agent, together with al necessary endorsementsfor transfer. Any Unsurrendered Series 2001-B
Warrant shall nevertheless be deemed to have been tendered for purchase by the holder thereof on the
Mandatory Tender Date.



If there hasbeen irrevocably deposited in the Warrant Purchase Fund an amount sufficient to pay the
PurchasePrice of any Urnsurrendered Series2001-B Warrant, such Unsurrendered Series2001-B War rant shall
be deamedto be tendered for purchaseand purchased from the holder thereof on such Mandatory Tender Date
and the holder of such Unsurrendered Series 2001-B Warrant shall not be entitled to receive interest on such
Unsurrender ed Seri es 2001-B Warrant for any period on and after the reevant Mandatory Tender Date.

After notice of aMandatory T ender hasbeen given by the Trustee with respect to any Series 2001-B
Warrant, such Series 2001-B Warrant shall be subject to Mandatary Tender notwithstanding the fact that the
reasons for giving such notice ceaseto exist or are no longer applicable.

No Tender Upon Certain Events

The initial terms and conditions of the Standby Purchase Agreement provide that upon certain
events the obligation of the Banks to purchase Series 2001-B Warrants will be suspended or terminated
immediately and without notice. See "STANDBY PURCHASE AGREEMENT". The Indenture
provides that the Series 2001-B Warrants will not be subject to Optional Tender or Mandatory Tender
uponthe occurrence of such an event (or any event under any similar provision of any Substitute Standby
Purchase Agreement) until such time, if any, as the obligations of the B anks to purchase Series 2001-B
Warrants shall be reinstated or a Substitute Standby Purchase Agreement shall be provided. The
Indenture does not obligate the County to take any action to effect the reinstatement of such obligations
of the Banks or to provide a Substitute Standby Purchase Agreement.

Redemption Prior to Maturity
The Series 2001-B Warrants will be subject to redenyption priar to Maturity as follows:

() Optional Redemption. The Series 2001-B Warrants may be redeemed at the option of the
County as fdlows:

(A) On any Inerest Payment Date when a Series 2001-B Warrant is in the
Weekly Rate or Daily Rate Mode and on any Conversion Date with respect to a Series
2001-B Warrant, such Series 2001-B Warrant may be redeemed in wholeor in part at a
redemption price equal to 100% of the principal amount tobe redeamed plus accruedinterest
thereon to the date of redemption.

(B) Series 2001-B Warrantsin the Term Rate Mode are not subject to gptional
redemption during any Term Rate Period of 5 years or less. During any Term Rate Period
of morethan 5 years with respect to a Series 2001-B W arr ant, such Series 2001-B Warrant
may be redeemed in whole or in part on or after the First Optional Call Date (as defined
below) a a redemption price equal to 100% of the principal amount to be redeemed plus
accrued interest thereon to the date of redemption plus aredemption premium (expressed as
a percentage of principal amount redeemed) equal to whichever of the following shall be
applicable: 2% if the dateof redemption is on or after the First Optional Call Date but prior
to thefirst anniversary of the First Optiona Call Date; 1% if the date of redemption ison or
after the first anniversary of the First Optioral Call Date but prior tothesecondanniversary
of theFirgt Optional Ca | Date; and without premium if the date of redemptionison or after
the second annivesary of the First Optional Call Date For any Term Rate Period of mare
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than 5 years but not more than 10 years, the First Optional Call Date shall be the fifth
anniversary of the beginning of the Term Rate Period. For any Term Rate Period d mare
than 10 years but not morethan 20 years, theFirst Optional Call Dateshall bethe anniversary
of the beginning of the Term Rate Period that is on or immediately after the midpoint of such
Term Rate Period.

(2 Scheduled Mandatory Redemption. The Series 2001-B Warrants shall be redeemed, at a
redemption priceequal to 100% o the principal amaunt to be redeemed plus accrued interest ther eon to the
redermption cete, on April 1 inyears and principal amounts (after credit as provided below) as follows:

Year Amount

2012 $ 9,695,000
2013 10,150,000
2014 10,620,000
2015 11,115,000
2016 11,630,000
2017 12,170,000
2018 12,740,000
2019 13,330,000
2020 13,950,000

$14,600,000 of the Series 2001-B Warrants
will be retired at Maturity

Not lessthan 45 or more than 60 days prior to each such scheduled mandatory redemption date, the Trustee
shall procead to sdect far redenption, by lot, Series 2001-B Warrants or portions theeof in an aggegate
prindpal amount equal to the amount required to be redeemed and shall cal such Series 2001-B Warrants or
portions thereof for redemption on such scheduled mandatory redemption date; provided, however, that the
County may, upon direction delivered to the Trustee not less than 60 days prior to such scheduled mandatory
redemption date, drect that any or al of the following amounts be credited against the principal amount of
Series 2001-B Warrants scheduled for redemption on such date (i) the principa amount of Series 2001-B
Warrants deli vered by the County to the Trusteefor cancellation and not previously claimed as a cr edit; and
(i) the principal amount of Series 2001-B Warrants previoudy redeemed (othe than Series 2001-B Warrants
redeemed pursuant to this paragraph) and na previously claimed as a aedit.

Partial Redemption

Subject to the provisions of the Indenture requiring the redemption of al Bank Warrants eligible for
redemption before any other dligible Series 2001-B Warr ants are redeemed, if less than all Series 2001-B
Warrants are to be redeemed, the particular Series 2001-B W arrants to be redeemed shall be selected by the
Trustee from the outgand ng Series 2001-B Warrarts then eligible for redemption by lot or by such other
method asthe Tr ustee shall deem fair and appr opriat e and which may provide for the selection for redemption
of portions(in Authorized Denominations) of theprinci pa of Series 2001-B W arr antsof a denomination lar ger
than the smallest Authorized Denomination.
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Upon any partia redemption of any Series 2001-B Warrant, the same shall, except as otherwise
permitted by the Indenture, be surrendered in exchange for one or more new Series 2001-B W arrants of the
same Maturity and interest rate and in authorized form for the unredeemed portion of principal.

Effect of Redemption

Seri es2001-B Warrants (or partionsthereof called for redermption) for whase redemption and payment
provision is made in accordance with the Indenture shall thereupon cease to be entitled to the lien of the
Indenture and shall cease to bear interest from and af ter the dat e fixed for redemption.

Notice of Redemption

Any notice of call for redemption will begiven by mailinga copy of theredemption noticeat least 30
days prior to the date fixed for redemption by registered or certified mail, postage prepaid, to each registered
owner of each Series 2001-B Warrant (or portion thereof) to be redeemed at his address shown on the
registration books.

The County and the Trustee shall, to the extent practicable under the circumstances, comply with the
standards set forth in Securities and Exchange Commission's Exchange Act Release No. 23856, dated
December 3, 1986, regarding redemption notices, provided that the failure to do so shal not in any manner
defeat the effectiveness of acall for redemption if notice thereof is given as described above.

Registration and Exchange

At any time when the book-entry only system is not in effect as to the Series 2001-B Warr ants, the
Seri es2001-B Warrarts aretransferable only on the warrant register maintained at the designated office of the
Trustee, but Series 2001-B Warrants may be surrendered to the Trustee in order to effect atransfer. Upon
surrender of a Series 2001-B Warrant to be transferred properly endorsed, a new Series 2001-B Warr ant will
be issued to the designated transf eree.

Subject to the provisions of the Indenture, any Series 2001-B Warrant may be exchanged for other
Series 2001-B Warrants of the same Maturity, of any Authorized Denamirations and of a like aggregate
principal amount, as requested by the holder surrendering the same.

See "BOOK-ENTRY ONLY SYSTEM" for adescription of provisions relating to the registration,
transfer and exchange of the Series 2001-B Warrants.

BOOK-ENTRY ONLY SYSTEM
The Depository Trust Company ("DTC"), New York, New Y ork, will act as securities depository for
the Series 2001-B Warrants. The Series 2001-B Warrants will be issued as fully-registered securities
registered in thenameof Cede& Co., DT C's partnershipnominee. The Series2001-B Warrantswill beissued
asasinge fuly-+regidered certificate per maturity andwill be deposited with DTC.

DTC isalimited-purpose trust company organized under the New Y ork Banking Law, a "Banking
organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System,
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a "clearing corporation” within the meaning of the New Y ork Uniform Commercial Code, and a "clearing
agency" registered pursuant to the provisions of Section17A of the Seaurities Exchange Act of 1934. DTC
holds securities that its participants ("DTC Participants”) deposit with DTC. DTC dso facilitates the
settlement among DTC Participants of seaurities transadtions, such as transfers and pledges, in depos ted
securities through electronic computerized book-entry changes in DTC Participants accaunts, thereby
ediminating the need for physical movement of securities certificates. DTC Participants include securities
brokers and dealers, banks, trust companies, clearing corporations and certain other organizations. DTC is
owned by anumber of the DTC Participants and by the New Y ork Stock Exchange, Inc., the American Stock
Exchange, Inc. and the Nationad Association of Securities Deales, Inc. Access to the DTC systemis aso
available to others such as securities brokers and deders, banks and trust companies that clear through or
maintain acustodial relationship witha DTC Participant, either directly or indirectly ("Indirect Participants").
The rules applicable to DTC and the DTC Participants are on file with the Securities and Exchange
Commission.

Pur chases of beneficial ownershipinterestsin the Series2001-B Warrantsunder the DTC systemmust
bemade by or through DTC Participants, which will receive acredit for the Series2001-B Warrantson DTC's
records. The ownership interest of each beneficial owner of a Series 2001-B Warrant (a"Beneficial Owner")
isinturnto be recorded on theDTC Partidpants’ and Indred Participants recards. Beneficial Ownerswill
not receive written corfirmation from DTC of their purchase but Berefidal Owners areexpected to receive
written confirmations providing details of the transaction, aswell asperiodic statementsof their holdings, from
the DTC Participant or Indirect Participant through which the Beneficial Owner entered into the transaction.
Transfers of benefidal owrership interests in the Seies 2001-B Warrants are to be accomplished by entries
made on thebodks of DTC Participants acting on behalf of Beneficial Ownrers. Beneficial Ownerswill not
receive certificates representing their beneficial ownership interestsin the Series 2001-B Warrants, except in
the event that use of the book-entry only system for the Series 2001-B Warrants is discontinued.

To facilitate subsequent transfers, all Series 2001-B Warrants depaosited by DTC Participants with
DTC ae registaed in thename of DTC's partnership nominee, Cede & Co. The deposit of Series 2001-B
Warrantswith DTC and their registration inthe name of Cade & Co. effectsno changein benefidal ownership.
DTC has no knowledge of theactual Beneficial Owners of the Series 2001-B Warrants. DTC'srecords reflect
only the idertity of theDTC Participartsto whose accounts such Series 2001-B Warrants are credited, which
may or may not betheBenefidal Owners. The DTC Participantswill remain responsible for keeping account
of thar holdngs on behalf of thar customers.

Conveyance of notices and other communications by DTC to DTC Participants, by DTC
Participants to Indirect Participants, and by DTC 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.

Redemption notices shall besent to Cede & Cao. If less thanall of the Series 2001-B Warrarnts are
being redeemed, DTC'spracticeis to determineby Ia the amount o theinterest of each DTC Participart to
be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to Series 2001-B Warrants. Under its

usual procedures, DTC mailsan"OmnibusProxy" tothe County assoon as possibleaf ter therecorddate. The
"Omnibus Proxy" assigns Cede & Co.'s consenting or voting rights to thase DTC Participants to whose
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accounts the Series 2001-B Warrants are credited on the record date identified in a listing attached to the
"Omnibus Proxy."

Principal, premium and interest payments on the Series 2001-B Warrants will be made to DTC.
DTC's practiceisto credt DTC Participants accounts on a payment date in accordance with their respective
holdings shown on DTC's records unless DTC has reason to believe that it will not receive payment on a
payment date Payments by DTC Participantsto Benefidal Owneaswill be governed by standing instructions
and customary practices, as is the case with seaurities held for the accounts of customers in bearer form or
registered in "street name," and will bethe responsibi lity of DTC Participants and not of DT C, the Trustee or
the County, subject to any statutory or regulatory requirements as may be in effect from time to time.
Paymentsof principal, premium (if any) andinterest to DT Cistheresponsibility of the Trustee. Disbur sement
of such paymentsto DTC Participants shall be the responsibility of DTC and disbursement of such payments
to the Bendicial Owners shall be theresponsibility of the DTC Participants and Indirect Participants.

THE COUNTY AND THE TRUSTEE CANNOT AND DO NOT GIVE ANY ASSURANCES
THAT DTC, THEDTCPARTICIPANTSOR THE INDIRECT PARTICIPANTSWILLDISTRIBUTETO
THE BENEFICIAL OWNERS OF THE SERIES 2001-B WARRANTS (i) PAYMENTS OF PRINCIPAL
OF OR INTEREST AND PREMIUM, IF ANY, ON THE SERIES 2001-B WARRANTS, (ii)
CERTIFICATES REPRESENTING AN OWNERSHIP INTEREST OR OTHER CONFIRMATION OF
BENEFICIAL OWNERSHIP INTEREST IN SERIES 2001-B WARRANTS, OR (iii) REDEMPTION OR
OTHERNOTICESSENT TODTC OR CEDE& CO.,ITSNOMINEE, ASTHE REGISTERED OWNER
OF THE SERIES 2001-B WARRANTS, OR THAT THEY WILL DO SOON A TIMELY BASIS OR
THAT DTC, DTC PARTICIPANTS OR INDIRECT PARTICIPANTSWILL SERVEAND ACT IN THE
MANNERDESCRIBED IN THISOFFICIAL STATEMENT. THE CURRENT "RULES" APPLICABLE
TO DTC ARE ON FILE WITH THE SECURITIES AND EXCHANGE COMMISSION, AND THE
CURRENT "PROCEDURES'OFDTCTOBEFOLLOWEDIN DEALINGWITHDTC PARTICIPANTS
ARE ON FILEWITH DTC.

NEITHER THE COUNTY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR
OBLIGATION TO ANY DTC PARTICIPANT, INDIRECT PARTICIPANT OR ANY BENEFICIAL
OWNER OR ANY OTHER PERSON WITH RESPECT TO: (i) THE SERIES 2001-B WARRANTS; (ii)
THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY DTC PARTICIPANT OR
INDIRECT PARTICIPANT; (iii) THE PAYMENT BY DTC OR ANY DTC PARTICIPANT OR
INDIRECT PARTICIPANT OFANY AMOUNT DUETOANY BENEFICIAL OWNER INRESPECT OF
THE PRINCIPAL ORREDEMPTION PRICE OF ORINTEREST ON THE SERIES2001-B WARRANTS;
(iv) THEDELIVERY BY DTC ORANY DTC PARTICIPANT OR INDIRECT PARTICIPANT OF ANY
NOTICE TO ANY BENEFICIAL OWNER WHICH IS REQUIRED OR PERMITTED UNDER THE
TERMS OF THE INDENTURE TO BE GIVEN TO SERIES 2001-B WARRANTHOLDERS; (v) THE
SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY
PARTIAL REDEMPTION OF THE SERIES 2001-B WARRANTS; OR (vi) ANY CONSENT GIVEN OR
OTHER ACTION TAKEN BY DTC AS SERIES 2001-B WARRANTHOLDER.

Discontinuation of Book-Entry Only System
DTC may determine to discontinue providing its service with respect to the Series 2001-B Warrants

at any time by giving notice to the County and the Trustee and dischar ging its respongbilities with respect
thereto under applicablelaw. Upon thegiving of such notice, thebook-entry only system for the Series 2001-B
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Warrantswill be discontinued un essasuccessor securitiesdepository isappointed by the County. Inaddition,
the County may discontinue the book-entry only system for the Series 2001-B Warr ants at any time by giving
reasonable noticeto DTC.

SECURITY FORTHE SERIES 2001-B WARRANTS

The Series 2001-B Warrants will be genera obligations of the County, for the payment of which the
full faith and credit of the County will be irrevocably pledged.

Revenues available to the County for payment of debt service on the Series 2001-B Warrants include
ad valorem taxes, sales, business license and occupational taxes and other genera fund revenues. None of
such legally available revenues are, however, specially pledged for payment of debt service on the Series
2001-B Warrants. |nformation describing cetain taxes and ather revenues of the Caunty is set farth in this
Official Statement under the captiors "COUNTY SALES AND USE TAXES," "SPECIAL COUNTY
OCCUPATIONAL TAX" and "AD VALOREM TAXATION".

STANDBY PURCHASE AGREEMENT

Pursuant to the initial terms and conditions of the Standby Purchase Agreement, while the Series
2001-B Warrantsarein either the Daly Rate M ode or the Weekly Rate Mode, each Bank agreesto purchase,
up to an aggregate amount that shall not exceed its respective Available Commitment (as defined herein and
in the Standby Purchase Agreement), any and dl Eligible Warrants (as defined in the succeeding sentence)
which are optionally tendered by the Holders thereof but not remarketed or which are subject to Mardatory
Tender pursuant to the terms of the Indenture. As used herein, theterm "Eligible Warr ants” meansany Series
2001-B Warrants out standing under and entitled to the benefits of the Indenture which (i) bear interest at the
Daily Rate or the Weekly Rate and that are optionally tendered or deemed tendered for purchase pursuant to
the Optional Tende provisions of the Indenture (other than any such Series 2001-B Warrant which (a) is
purchased by and then hdd by or for the account of a Bank pursuant to theterms o the Standby Purchase
Agreement (a"Bank Warrant"), (b) isowned by or on behalf of or isheld for the account or for the benefit of
the County or any Affiliate of the County, or (c) is owned by or on behalf of or is held for the account or for
the benefit of a purchaser of such Series 2001-B Warrants pursuant to Section 4.6 of the Indenture); and (ii)
any Series 2001-B Warrants outstanding that may be required to betendered for purchase pursuant to the
Mandatory Tender provisions of the Indenture. Each Bank's initial commitment under the Standby Purchase
Agreement is far athree-year tam expiring July 18, 2004, which term may be extended by each Bank, at the
option of such Bark, for an addtional period or periods acceptable to such Bank upon the written request of
the County in accordance with the ter ms of the Standby Purchase Agreement. If either Bank el ects to extend
the term of its commitment, the other Bank may assign its commitment for the period o such extension to
another financia ingtitution, so longas (i) such assignment does not adversaly affect any r ating then applicable
tothe Series 2001-B Warrantsand (ii) the financia institution to which such assignment is madeis acceptable
to the County and the Trustee. Natice of any such assignment by one Bank of its commitment under the
Standby Purchase Agreement shall bemailed to theHolde's of the Series 2001-B Warrants at least 10 days
prior to the effective date of such assignment. No Mandatory Tender will be required in any such situation.
Morgan Guaranty Trust Company of New Y ork shal serve astheliquidity agent under the Standby Purchase
Agreement and, in such capacity, shall berefered to heeinas the"Liquidity Agent.”
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The Trustee shall providetheLiquidity Agent with 1%2hoursnoticeof any required pur chase of Series
2001-B Warrants pursuant to the Standby Purchase Agreamert. Any and all Eligible Warrants purchased
pursuant to the Standby Purchase Agreement shall be held in the respective names of the Banks, with the
aggregate principal amount of Eligible Warrants registered in each Bank's name being in equal proportion to
each Bank's respective pro rata share of the aggregate purchase price paid by the Banks for such Eligible
Warrants. All EligbleWarrants o purchased and held by the Barks shall bear interest at the Bank Rate (as
defined in the succeeding sentence) until remarketed or redeemed. Asused herein, theterm "Bank Rate' means
for each period specified below, beginning withand including the date fundsare advanced unde the Standby
Purchase Agreement and ending on but excluding the date they are repaid in full with interest theeon as
provi ded for in the Standby PurchaseAgreament, the interest rate specified with respect to such peiod, which
interest rates shall be computed onthebasisof the actual number of days elapsed and a 360-day year:

Period Rate
Date of advance to the Expiration Date of Bank's Prime Rate plus1.00%
the Standby Purchase Agreement
On and after Expiration Date of the Bank's Prime Rate plus 3.00%

Standby Purchase Agreement

Bank Warrants shall be subject to mandatory redemption in equal principal installments on asemiannual basis
such that Bank Warrants purchased on any Purchase Date will be redeemed fully on the third amual
anniver sary of such Purchase Date.

If either Bank fail s to advance funds to pur chase Eligible Warrants as required by the terms of the
Standby Purchase Agreement, the other Bank (the "Non-Defaulting Bank™) is obligated to advance such
shortfall to the extent such advance by the Non-Defaulting Bank does not cause the aggregate amount of the
Non-Defaulting Bank's cutstanding advancesat such time to exceedits Available Commitment.

Each of the following events shal constitute an "Event of Default" under the Standby Purchase
Agreement:

(a) any principal or interest due on the Series 2001-B W arr ants (including Bank
Warrants) isnot paid by the County when due;

(b) the County shall default in any payment or payments of amounts payableby
it under the Standby Purchase Agreement or any of the other Financing Documents when due
and such default shall continue for a period o 10 days;

(© nonpayment of any fees payabl e under the Standby Purchase Agreement
withinthree Business Days after the Courty has received noticefromthe Liquidty Agent that
the same were not paid when due;

(d) nonpayment of any aher amount when due under the Standby Purchase
Agreement (othe than those amounts covered by the preceding clause (b) or (c)), if such
failureto pay when due shdl continue for seven Business Days after written notice thereof to
the Caunty by either Bank or theLiquidity Agent;
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) any representation or warranty made by the County under or in connection
withthe Standby Pur chase Agreement shall prove tobe untruein any material respect on the
date as of which it was made;

()] the County shall have commenced a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or the occurr ence of any
of thesimilar or comparable events specified inthe Standby Purchase Agreemert;

(9) the County shall have failed to pay when due any amount (other than the
Series 2001-B Warrants) payable under, or in respect of (including, without limitation,
premium) (i) any other debt of the County payable generdly from the assds of the Courty
aggregating morethan $5,000,000 or (ii) any obligationowed to either Bank thet is payable
generally from the assets of the County, upon the expir ation of any applicable noticeor cure

period;

(h) the failure on the part of the County to perform or observe any other term,
covenant or agreement contained in the Standby Purchase Agreement or any of the other
Financing Documents an its part to be perfor med or observed and (i) with respect to any such
term, covenant or agr eement cortained in the Standoy Purchase Agreement, any suchfailure
remains unremedied for 30 days; and (ii) with respect t o any such term, covenant or agreement
contained inany of theother Financing Documents, any such falureremainsunr emedied after
any applicablegrace period specified in such Financing Document;

() any of the Financing Documents shall terminate or cease to be of full farce
and effect, other than as a result of any redemption ar paymert in full of theWarrants;

()] the County shall have denied that it has any or any further obligation under
the Series 2001-B Warrants or under the Standby Purchase Agreement, and any court,
pursuant to afina judgment or order, shal have ruled or any governmental body, agency or
officid having jurisdiction over the County or over the transactions contempl ated hereby or
by any of the Finandng Documents, pursuant to an effective order or other proceeding, shall
have determined that any of the payment obligations of the County under the Series 2001-B
Warrantsor hereunder is not avalid and binding obligation or a moratorium shall have been
declared with respect to the payment of any obligations of the County;

(k) afina judgment or order for the payment of maney in excess of $5,000,000
shall have been rendered against the County and such judgment or other order shall not have
been satisfied, sayed or bonded pending appeal within a period of 60 days from the date on
which it wasfirst so rendered;

0] thelong-termrating assigned to the Series 2001-B Warrants by M oody'sshall
be suspended, withdrawn o reduced below "A3" (o its equivalent) and the long-term rating
assigned to the Series 2001-B Warrants by S& P shall be suspended, withdrawn or reduced
below "A-" (or its equivalent); or

(m) an event of default or default occursunder any of the Financing Documents.
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If an Event of Default of the type specified in (a), (f), (g) or (j) above occurs, the obligation of each
Bank to purchase Series 2001-B Warrants shdl (subject to the exception described in the next sentence)
immediately terminate without notice o demand, and thereafter the Banks shall be under no obligation to
purchase Series 2001-B War rants. Upon the occurrence of an Event of Default specified in (a) above, if the
Liquidity Agent receives written notice from the Trustee before 4:00 p.m, New York time, on the date the
payment to the Warrantholdersis due, indicating that the County has paid to the Trustee dl principd, if any,
and interest then due on the Series 2001-B Warr ants, the Available Commitment and obligation of each Bank
to purchase Series 2001-B Warrants shall not immediately terminate, but rather be immediately suspended
withaut notice or demand. Theredter, the Banks shall be under no obligation to purchase pursuant to the
Standby Purchase Agreement until such obligationisreinstated as described below. | f, within three Business
Days of the effective date of any such suspension, the Liquidity Agent isprovided with written notice from the
Trustee confirming that the Event of Default resulting in such suspension has been cured, then the Banks'
obligation to purchase Series 2001-B Warr ants pursuant to the Standby Purchase Agreement shall ther eupon
be reingated (unless such obligation of the Banks shdl otherwise have been terminated as provided in the
Standby Purchase Agreement); provided, however, that with respect to athird or more frequent suspension
during any consecutive twelve month period, the Banksshall have the right at their election to immediately
terminate the Standby Purchase Agreement. If the Banks obli gation to purchase Series 2001-B Warrantsis
suspended and the Liquidity Agent does not recave within three Business Days afte the fectivedateof such
suspension, notice confirming that the pertinent Event of Default has been cured, then the Banks' obligation
to pur chase Series 2001-B Warrantsshal, unless previoudy terminated pursuant to any other provision of the
Standby Purchase Agreement, at such time terminate without notice or demand.

In the case of an Event of Default of a type other than as specified in (a), (f), (g) or (j) above, each
Bank may terminateits commitment to purchase Series 2001-B Warrants by deliveing a termination notice
to the Caunty, the Trustee and the Remarketing Agent, specifying the date on which its commitment to
purchase Series 2001-B Warrants shall terminate, which date shall be not less than 30 days from the date of
receipt of such notice by the T rustee.

Substitute Standby Purchase Agreement

The Indenture provides that, under certain circumstances, the County may deliver to the Trustee a
standby pur chase agreement, letter of credit or other liquidity facility in subgtitution for the then effective
Standby Purchase Agreement. If a Substitute Standby Purchase Agreament is so delivered, theSeries 2001-B
Warrants will be subject to Mandatory Tende. See "DESCRIPTION OF THE SERIES 2001-B
WARRANTS — Mandatory Tender".

MORGAN GUARANTY TRUST COMPANY OF NEW YORK

Morgan Guaranty Trust Company of New York ("Morgan Guaranty") is a wholly owned bank
subsidary o J.P. Morgan Chase& Co. (the "Corporation™), a Delaware corporation whose principal office
islocated in New Y ork, New York. The Corpor ation resulted from the merger on Decembe 31, 2000, of J.P.
Morgan& Co. Incorpor ated with The Chase Manhattan Corporation. Morgan Guaranty isa commercial bank
offering awide range of banking services to its customers bath domestically and internationally. Its business
issubject to examination and regulation by Federal and New Y ork State banking authorities. Asof March 31,
2001, Morgan Guaranty and its subsidiaries hadtotal assets of $214.5 billion, total net loans of $23.1 hillion,
total deposits of $47.2 billion, and stockholder's equity of $11.0 billion. As of Decembe 31, 2000, Margan
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Guaranty and its subsidarieshad tatal assetsof $185.8billion, total et lcans of $24.4 billion, total deposits
of $39.5 billion, and stockholder's equity of $10.9 billion. The merger of The Chase Manhattan Bank and
Morgan Guaranty is currently scheduled to occur in October 2001.

Addtional information, including the most recent Form 10-K for theyear ended December 31, 2000
of J.P. Morgan Chase & Co. (formerly known as "The Chase Manhattan Carporation”), the 2000 Annual
Repat of JP. Morgan Chase & Co. and additional annual, quarterly and current reports filed with the
Secur ities and Exchange Camnmissian by J.P. MorganChase& Co., asthey becomeavailable, may beobtained
withaut charge by each person to whom this Official Statement is delivered upon the written request of any
such personto the Officeof the Secretary, J.P. M organ Chase & Co., 270 Park Avenue, New York, New Y ork
10017.

Theinformation in thissectionrel ates toand has been obtai ned fromMorgan Guaranty. Theddivery
of this Official Statement shall not create any implication that there has been no change in the affairs of
Morgan Guaranty since the date hereof, or that the infor mation regarding Morgan Guaranty contained or
referred to in this Official Statement is correct as of any time subsequent toits date. Morgan Guaranty has
not provided, and maekes no representation whatsoever regarding, any information contained inthis Official
Statement other than the information in this section.

BAYERISCHE LANDESBANK GIROZENTRALE

Bayeische Landedhank Grozentrale("BLB") was incorporated asa public law financial ingtitution
(RechtsfaehigeAngtalt desOeffentl ichen Rechts) by thel aw Establishing BayerischeL andesbank Girozentrale
(Gesdz uebe die Errichtung der Bayerischen Landesbark Girazentrale) of Jure 27, 1972, as amended, as
adopted by the Parliament of the Free State of Bavaria, and is subject to the German Federal Banking Act of
July 10, 1961, as amended (Gesetz uebe das K reditwesen) (the "Fedearal BankingAct"). Its statutes authorize
BLB to provide univesal finandal savices induding bath cammercial and investment barking as well as
brokerage activities. The Free State of Bavaria owns 50% of BL B's share capital, the other 50% being owned
by the Bavarian Savings Bank and Clearing Association (Bayerischer Sparkassen-und Giroverband) (which
is the central organization o the Bavarian Savings Banks).

BLB is equippedto provide a full range of domestic and international banking services; with regard
tolocal banking functions, BLB also makes use of the Bavarian Savings Bank'snetwork. Inthedomesticfield,
BLB places emphasis on whal esale banking, lending to federal and local authorities and mortgage lending,
together with indudtrial credit. BLB holds the function of a banker of the Free State of Bavaria and its
munidpalities, and also finances public and private development projects, administers public funds and
perfams catain treasury fundiors for the Free Stateof Bavaria.

The Free State of Bavaria and the Bavarian Savings Bank and Clearing Association are jointly and
severdly liable for the obligations of BLB if the liabilities cannot be satidied from BLB's assds
(Gewaehrtraege). The owne's of BLB al have an obligation to maintain BLB in afinancial position which
enables it tocarry out itsfunctions. Thisliability (Angtdtslast), whichispeculiar to German | aw, obliges the
owrersto provide fundsfor BLB that arenecessary to enableit to fulfill itsfunctions, to meet itsliabilitiesand
tokeepitsfinancessound. Asan additional safeguard, it isnoted that asapublic law institution BLB can only
be put into liquidation through a spedficlaw tothis efect.
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BLB egtablished a Representative Office in New Y ork in October 1979 and obtained a license from
the office of the Comptroller of the Currency in Octobe 1981 to operate through a branch located inthe City
of New York. The New York Branch engagesin adiversified banking business, and is a mgjor wholesale
lending participant throughout the United States, offering afull range of domestic and interretioral finandal
services, includng loans, foregn exchangeand maney merket opeations.

All banking ingtitutions in the Federal Republic of Gamany are subjec to govanmental supervision
and regulation exercised by the Federal Banking Supervisory Authority (Bundesaufsichtsamt fuer das
Kreditwesen), an indeperdent federal authority with regulatory powers and by the Deutsche Bundesbank (the
"Geaman Federa Central Bank™) in accordance with the Federal Banking Act. The Fedeal Banking Act
contains majar rules for banking supervision and regulates BLB's business activities, capital adequacy and
liquidity. Inaddtiontothe above-mentioned general banking supervision, the group of Landesbanksis subject
to special supervison by their respective federal states.

As reported in BLB's Annual Report far the Fiscal Y ear ended Decembe 31, 2000, BLB had total
assetsof EURO ("EUR™)285.5 billion (EUR 305.0 hilli on on a consolidated basis). Businessvolume (balance
sheet total, own drawings charged to borrowers, endorsement ligbilities, and guarantees) expanded by 8.9%
to EUR 304.3 billion fram theprevious year end. BLB's consolidated lendng volumeincreased by EUR 21.7
billionto EUR 280.9 billionfrom year end1998. Total equity of BLB, including, among ather items, nominal
capital of EUR 0.97 billion, profits partid pation rights with a nominal valueof EUR 2.57 billion and capital
contributions of dlent partners in an amount of EUR 2.75 billion, totaled EUR 10.3 billion or 3.6 % of the
unconsolidated balance sheet. Net income after tax amounted to EUR 493.0 million, an increase o 7.8%
compared to year end 1999. EUR 425 million of such amount has been allocated to revenue reserves, raising
BLB's published reserve to EUR 3.91 billion. The accounting principles applied in the preparation of BLB's
finarcial statementscomply with generally accepted accounting principlesin the Federa Republic of Germany
and may not conformto gererally accepted accounting prindples applied by United States banks.

Therate of exchange between theEUR and thedollar is determined by theforces of supply and demand
in the foreign exchange markets, which, inturn, are affected by changesin the balance of payments and other
economic and financial conditions, government intervention, speculation and other factors. T he foregoing
information relatingto BLB is based uponfacts and circumgances present onthedates refeaenced above Such
factsand circumstances may change fromtime totime. BLB shall have no obligation to update the foregoing
information to reflect any such change.

Capies of BLB'sAnrual Report for the most recent availablefiscal year may be adbtained at the New
Y ork Branch in person during normal business hours or by mail by writing to the New York Branch at:
Bayerische Landesbank Girozentrale, 560 Lexington Avenue, New York, New York 10022, Attention:
Corporate Finance.

BLB has supplied the information relating to it in the previous paragraphs. BLB does not accept

resporsibility for any information contained in this Officia Statement other than theinformation contained in
this section relating to BLB.
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SUMMARY OF THE INDENTURE

The foll owing constitutes asummary of certain portions of the Indenture pursuant to which the Series
2001-B Warrants will beissued. This summary should be quaified by reference to other provisions of the
Indenturerefaredto dsewheaein this Officia Statement, and all references and summaries pertaining to the
Indenture in this Official Statement are qualified by reference to theexact terns of the Indenture, a copy of
which may be obtained from the Trustee.

Definition of Certain Terms

Thefollowing defi nitionsof certaintermsusedinthissummary supplement theterms el sawher edefined
in the Official Statemert.

""Act of Bankruptcy of the County" meansthefiling of apetition in bankruptcy (or ot her commence-
ment of a bankruptcy or similar proceeding) by or against the County under any bankruptcy, insolvency,
reorganzation, or similar law, now or hereafte in efect.

" Affiliate" of any specified person means any other person directly or indirectly controlling or con-
trol led by or under direct or indirect common control with such specified person. For pur poses of this defini-
tion, "control" when used with respect to any specified person meansthe power to direct the management and
polici es of such person, directly or indirectly, whether through the ownership of voting securities, by contract
or otherwise; and the terms "controlling” and "controlled”" have meanings cor relative to the foregoing.

""Alternate Rate Index"", when used with respect to the Remarketing Agent's failureto deerminean
interest rate on arequired determination date for the Weekly Rate Mode or the Daily Rate M ode, means 85%
of the Prime Daily A-1/P-1 (30-day) rateshown in the table captioned " Short-Tam Tax-Exempt Yields' in
the edition of The Bond Buyer (Or asuccessar publication) published on the deermination date or, if not
published on such date, in the most recent published edition.

" Authorized Denominations" means (i) for Series 2001-B Warr ants bearing interest at the Weekly
Rate or the Daily Rate, $100,000 or any larger amount that isa multiple of $5,000, and (ii) for Series2001-B
Warrants bearing interest at a Term Rate, $5,000 or any multiple thereof.

" Available Commitment means, as of any day with respect to each Bank, the sum of the Available
Prind pal Commitment of such Bank and the Available Interest Commitment of such Bank, in each case as of
such day.

" Available Interest Commitment' means, with respect to each Bank, initidly $575,342.47 and, upon
any change in the amount of the Available Principal Commitment of such Bank, an amount equal to 35 days
of accrued interest at 10% per annum onthe Available Principal Commitment of such Bark then in effect,
computed on the basis of a year of 365 days.

""Available Principal C ommitment" means, with respect to each Bank, initialy $60,000,000 and
thereafta shall mean suchinitial amount adjusted from time totimeas follows:;
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(@ upon any reduction in the Available Principa Commitment of such Bank
resulting from the redemption or prepayment at maturity of Series 2001-B Warrants,
downward by the amount of such reduction;

(b) downward by the princi pal amount of any Series2001-B Warrantspurchased
by such Bank pursuant to the Standby Purchase Agreement; and

(© upward by the principal amount of any Series 2001-B Warr ants previousy
purchased by such Bank pursuant to the Standby Purchase Agreement that a Bank
Warrantholder electsto retain or that are sold or deemed sold by a Bark Warranthol der, in
either casein accor dance with the applicable provisions of the Standby Purchase Agreemert.

Any adjustment to the Available Principal Commitment pursuant to clause (a), (b) or (c) above shall
occur smultaneously with the occur rence of the event described in such clause.

"Banks'" means (a) so long as the Initial Standby Purchase Agreement remains in effect, Morgan
Guaranty Trust Company of New Y ork, aNew Y ork banking cor poration, and its successor sand assigns, and
Bayerische Landesbank Girozentrale, acting throughits New Y ork Branch, and its successars and assigrs,
acting jointly inaccordance withthe provisions of the Initial Standby Purchase Agreement, and (b) upon the
acceptance by the Trustee of a Substitute Standby Purchase Agreement, the party or parties providing the
purchase commitment under such agreement.

"Bank Warrants" means any Series 2001-B Warrants owned by a Bank, or its permitted assigns,
after purchase pursuan to the Standby Purchase Agreement.

"Business Day" means any day aher than aSaturday, a Sunday, or aday on which banking institu-
tions are required or authorized to remain closed in New York, New York, or in any city where the T rustee,
the Tender Agert, the Remarketing Agent or each Bank maintains its place of businessfor performance of its
obligations under the Indenture or the Standby Purchase Agreement, or a day on which the New Y ork Stock
Exchange s closed.

"Cap Rate' mears (i) with respect to Series 2001-B Warrants other than Bank Warrants, 10% per
annum, and (ii) with respect to Bank Warrants, 18% per annum.

"Conversion Date" means the day on which conversion from one Interest Rate Mode to a different
Interest Rate M ode becomes ef fective.

"Costs of Issuance' means the expenses incur red by the County in connection with the issuance of
the Series 2001-B Warrants, including legal, consulting, accounting, Trustee and underwriting fees.

"County" means Jgferson County, Alabama.

"Daily Rate", when used with respect to any Series 2001-B Warrant in the Daily Rate Mode, means
the variable interest rate borne by such Series 2001-B Warrant during a Daily Rate Period.
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"Daily Rate Interest Payment Date'', when used with respect to any Series 2001-B Warrant in the
Daily Rate M ode, means adate on which interest calculated at the Daily Rateis payable on such Series2001-B
Warrant.

"Daily Rate Mode' meansthe Interest Rate M ode in which a Series 2001-B Warrant bears interest
a the Daily Rate.

"Debt Service" mears the principal, premium (if any) and interest payable on the Saies 2001-B
Warrants.

"Debt Service Fund' meansthe fund by that name establi shed pursuant to the Indenture.
"Enabling Law" means Chapter 28, Title 11 (Section 11-28-1 et seq.) of the Code of Alabama1975.

"Event of Default" under the Indenture has the meaning stated in Article XII of the Indenture. An
Event of Default shall "exigt" if an Event of Default shall have occurred and be continuing.

"Favorable T ax Opinion" means an Opinion of Counsel acoeptableto the Trustee stating in effect
that the prgposed action, together with any other changes with respect to the Series 2001-B War rants made or
to be made in connection with such action, will not cause interest on the Series 2001-B W arrantsto become
Taxable.

"Federal Securities" meansnoncallable, nonprepayable, direct obligationsof, or obligati onsthe full
and timdy payment of which is guarantead by, the United States of America.

"Financing Documents'" means the Indenture, the Remarketing Agreement, the Tender Agent
Agreement and the Standby Purchase Agreemert.

"Financing Participants' means the County, the Bank, the Trustee, the Remarketing Agent, the
Trustee and the Tender Agent.

"Fiscal Year" means the fiscal year of the County, as established from time to time by requisite
action.

"Indenture" mearsthat catain Trust Indenture dated as of July 1, 2001, betweenthe County and the
Trustee.

"Interest Payment Date", when used with respect to any installment of irnterest on a Series 2001-B
Warrant, means the date specified inthe Indenture as the fixed date on whichsuch installment of interest is due
and payable.

"Interest Rate Mode" meansthe Weekly Rate Mode, the Daily Rate Mode or the Term Rate Mode.

"Internal Revenue Code" means the Internal Revenue Code of 1986, as amended.
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""Mandatory Tender" means a requir ed tender of a Series 2001-B Warrant for purchase pursuant
to the I ndentur e,

"Mandatory Tender Date'" means a date on which a Series 2001-B Warrant is to be purchased
pursuart to aMandatory Tender.

"Maturity", when used with respect to any Series 2001-B Warrant, means the date specified herein
and in such Series2001-B Warrant asthefixed dateon whichprind pal of such Saies 2001-B Warrant isdue
and payabl e.

"Moody's" means M oody's | nvestor s Service.

"Opinionof Counsel" means an opinionfroman attorney or firm of attorneys with experienceinthe
mattersto becoveredin the opinion. Except as otherwise expresdy provided in the Indenture, the attorney or
attorneys rendering such opinion may be counsel for one or moreof the Financing Participarts.

"Optional Tender" meanstende of a Series 2001-B Warrant for purchase a theoption of thehol der
thereof pur suant to the Indenture.

"Optional Tender Date' meansadate onwhichaSeries2001-B Warr ant isto be pur chased pur suant
to an Optional Tender.

"outstanding", when used with respect to Saies 2001-B Warrants, means, as o thedate of deter-
mination, all Series 2001-B Warrants authenticated and delivered under the Indenture except:

Q) Seri es 2001-B Warrants cancelled by the Trustee or delivered to the Trustee
for cancellation,

(2 Series 2001-B Warrants for whose payment or redemption money in the
necessary amount has been deposited with the Trustee in trug for the holders of such Series
2001-B Warrants, provided that, if such Saies 2001-B Warrantsareto be redeemed, notice
of such redemption has been duly given pursuant to the Indenture or provision therefor
satisfactory to the T rustee has been made,

(©)] Unsur render ed Series 2001-B Warrants for the purchase of which maney in
the necessary amount has been deposited in the Warrant Purchase Fund and is heldin trust
for the holders of such Unsurrendered Series 2001-B Warrants, and

4 Series 2001-B Warrants in exchange for or in lieu of which other Series
2001-B Warrants have been authenti cated and delivered under the | ndentur e;

provided, however, that in deter mining whether the holders of the requisite principal amount of Series 2001-B
Warrants outstanding have given any request, damand, authorization, direction, notice, consent or waiver
hereunder, Series 2001-B Warrants owned by the County or any Affiliate of the County shd | be disr egar ded
and deamed not to be outstanding. Series 2001-B Warrants owned by the County or any Affiliate of the
County which have been pledged in good faith may be regar ded as outst anding for such pur posesif the pledgee
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establishes to the satisfaction of the Trustee the pledgee's right so to act with respect to such Series 2001-B
Warrants.

"Post-Default Rate' means (i) whenusedwith respect to any payment of Debt Serviceon any Series
2001-B Warrant, the rate specified in such Series 2001-B Warrant for overdue installments of Debt Service
on such Seies 2001-B Warrant, computed as provided in such Series 2001-B Warrant, and (i) whenusedwith
respect toal other payments due under thelndenture, avariable rate equal tothe Trustee's primerate plus 1%,
computed on the basis of a 365 or 366-day year, as the case may be, for actual days eapsed.

"Purchase Price", when used with respect to a Tendered Warrant, means 100% of the prindpal
amount of such Series 2001-B Warrant plus accrued interest to the Tender Date If the Tender Datefor a
Series 2001-B Warrant is also an Interest Payment Date for such Series 2001-B W arr ant, the interest due on
such date shall not be cond dered part of the Purchase Price; rather, such interest shall be paid in accordance
with the provisions o the Indenturegoverning regular interest payments.

"Qualified Investments' means:
D Federal Securities;

2 a certificate of deposit issued by, or other interest-bearing deposit with, any
bank organized under thelaws of the United States of Americaor any statethereof (including,
withaut limitation, the Trustee), provided that (i) such deposit is insured by the Federal
Depost Insurance Carporation (or any department, agency or instrumentality of the United
States of Americathat may succeed to the functions of such corporation), or (ii) such deposit
is collaterally secured by the issuing bank by pledging Federal Securities having a market
value (exclusive of accrued interest) not less than the face amount of such deposit less the
amount of such deposit insured by the Federa Deposit Insurance Corporation (or any such
successor thereto);

3 obligations issued by any state of the United States of America or pditical
subdivision or instrumentality ther eof that arefully payable, asto principal, premium (if any)
and interest, from payments of principal of or interest on any Federal Securitiesheld inan
irrevocable trust, and that ar erated not less favorably than AAA by S& P or Aaaby Moody's;

(@] any share or other investment unit representing a beneficid interest in any
commontrust fund or other collectiveinvestment fund maintained by any bank, tr ust company
or savings and loan association having trust powers or in an investment company or
investment trust which isregister ed under the Investment Company Act of 1940, asfromtime
totime amended (or successor provision of federal 1aw), provided that theinvestment portfolio
of such commontrust fund, cdlective investment fund, investment company o investment
trust consists exclusvdy o obligations o securities that would independently qualify as
Qualified Investments if directly acquired by the County; and

5) to the extent at the time permitted by applicable law, (i) any repurchase
agreement or collateralized investment agreement issued, secured or guaranteed by any
finarcial institution which has along term rating of at least A- by S&P or A3 by Moody's,
provi ded that (a) the abligations or securities subject to any such agreement shall be of the
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kind describedin clauses (1), (2) and (3) of thisdefinition, (b) the County or the Trustee shall
have a perfected, first priority security interest in such obligations and securities, and all
proceeds derived therefrom, through the physical delivery of such obligations and securities
to the Caunty, the Trustee or an independent third party, and (c) such obligations and
securities shall have a market value of not less than 102% of the amount invested in such
agreamert, plus accrued interest, marked to market on aweekly basis; and (ii) an investment
agreement issual or guaranteed by any financial ingtitution which has along term rating of
at least AA- by S&P or AA3 by Moody's.

"Rating Agency' meansM oody's, S& P and any other nati onally r ecognized securities rating agency.

"Regular Record Date" means (i) with respectto Series2001-B Warrantsinthe Weekly Rate Mode,
theday immed ately prior to theWeekly Rate | nterest Payment Date(whether or not aBusiness Day), (i) with
respect to Series2001-B WarrantsintheDaily RateMode, theday immediatdy prior tothe Daily Rate Interest
Payment Date (whether or not a Business Day) and (jii) with respect to Series 2001-B WarrantsintheTerm
Rate Mode the 15th day (whether or not aBusiness Day) of the month next preced ng the Term Ratelnterest
Payment Date.

"Remar keting Agent" means SouthTrust Securities Inc.,, or asuccessor Remarketing Agent that shall
have become such pursuant to the applicable provisions of the Indenture.

"Remarketing Agreement" means the agreement entered into by the County and the Remar keting
Agent pursuant to the Indenture.

"S&P" means Standard & Poor's Ratings Services, adivison of McGraw-Hill.

"Series 2001-B Warrants' meansthe County's General Obligation Warrants, Series 2001-B, issued
pursuant to the Indenture.

"Special Funds" means the Debt Service Fund, the Warrant Purchase Fund, and any other fund or
account established pursuant to the I ndenture.

"Standby Purchase Agreement' meansthat certain Standoy Warrart Purchase Agreement dated as
of July 1,2001, among the County, the Trustee and the Banks, until a Subgtitute Standby Purchase Agreement
shall have been accepted by the Trustee and be effective, and thereafter " Standby Pur chase Agreement” shall
meanthe instrument evidencing such Substitute Standby Purchase Agreement.

"Substitute Standby Purchase Agreement' means a standby purchase agreamen, lette of credit,
liguidity facility or other agreement for the purchase of Series 2001-B Warrants that is entered into and
accepted by the Trustee in accordance with the provisions of the Indenture.

"Taxable" means that, for purposes of federal income taxation, interest on the Series 2001-B
Warrantsisincludiblein the grossincome of any holder thereof for any reason. | nterest on the Series 2001-B
Warrantsshall not bedeemed " Taxabl €' becauseinterest isincludiblein any caculati on of incomef or purposes
of an alternative minimum tax, aforeign branch profitstax or any other type of taxation othe than the regular
tax imposed on gross income.
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"Tender Agent" meansthe Trustee, until a successor Tender Agent shall have become such pursuant
to the applicable provisions of the Indenture, and thereafter "Tender Agent” shall mean such successar.

"Tender Agent Agreement" means the agreement, if any, enterad into by the County, the Trustee
and the Tender Agent pursuant to the Indenture.

"Tender Date" means an Optiond T ender Date or a Mandatory Tender Date, as the case may be.

"Tendered Warrants" means Saies2001-BWarrantsterdered for purchase pursuant totheOptional
or Mandatory Tender provisions of the Indenture.

"Term Rate", when usedwithrespect toany Series 2001-B Warrant in the Term Rate Mode, means
the fixed interest rate borne by such Series 2001-B Warrant during a T erm Rate Period.

"Term Rate Interest Payment Date', when used with respect to any Series 2001-B Warrant in the
TermRate Mode, meansadate onwhich interest calculated accordingtoa Term Rateis payableon such Series
2001-B Warrart.

"Term Rate Mode" mearsthe Interest Rate M ode in which theSeries 2001-B Warrants bear interest
a the Term Rate.

"Term Rate Period", when usedwithrespect to any Series 2001-B Warrant inthe Tem RateMode,
means a period established pursuant tothe Indentureduring whichsuch Series 2001-B Warrant bears irterest
at aTerm Rate established for such Period.

"Termination Date", when used with respect to the Standby Purchase Agreement, meansthe dateon
whichthe Standby Purchase Agreamert terminates without default by the County under the Standby Purchase
Agreement.

"Trust Estate" has the meaning attributed to that term in the Indenture.

"Trustee" means The Bank of New York, aNew Y ork banking cor poration.

"Unsurrendered Series 2001-B Warrant" means a Series 2001-B Warrant (or portion thered)
which is deemed purchased pursuant to the Optiona or Mandatory Tende provisions hereof, but which has

not been presented to the Tender Agent by the holder thereof.

"War rant Payment Date' means each date (including any datefixedfor redenption of Saies2001-B
Warrants) on which Debt Serviceis payableon the Series 2001-B Warrants.

"Warrant Purchase Fund' meansthe fund by that name establi shed pursuant to the Indenture.

"Warrantholder'', when used with respect to any Seies 2001-B Warrant, meansthe personin whose
name such Saies 2001-B Warrant is regstered in thewarrart regste.
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"Weekly Rate", when used with respect to any Series 2001-B Warrant in the Weekly Rate Mode,
means the variable interest rate borne by such Series 2001-B Warrant while such Series 2001-B Warrant is
in the Weekly Rate Mode.

"Weekly Rate Interest Payment Date', when used with respect to any Saies 2001-B Warrant in
theWeekly Rate Made, means a dateon which interest calculated at the Weekly Rateispayableon such Series
2001-B Warrart.

"Weekly Rate Mode" meansthe Interest Rate M adeinwhicha Series 2001-B Warrant bearsinterest
at the Weekly Rate.

"Wire Transfer' means payment by wiretransfer to an account maintained at a bank located in the
United States, provided, however, that any person entitled to receiveany payment dueunder the Indenture by
wire transfer must deliver adequate written instructions for such payment to the Trustee or Terder Agert, as
the case may be.

Certain Provisions

Debt Service Fund. Thel ndentur e establishesaDebt Service Fund, whichwill beheld by the Tr ustee.
The Inderture providesthat the County shall make degposits to the Debt ServiceFundat times and in amaounts
asfollows:

D on or before each Interest Paymert Date, an amaunt equal to theinterest on
the Series 2001-B Warrants becoming due and pay able on such date;

2 onor beforeApril 1, 2021, anamount equa tothe principal amount of Series
2001-B Warrants maturing on such date; and

3 on or before each datefixed for theredenption of Series2001-B Warrants,
an amount equal to the redemption price of Series 2001-B Warrants to be redeemed on such
date.

The Courty shall receive a credit against the deposits required by the Indentureas follows:

D Investment income and prafits from investments madein the Debt Service
Fund shall be credited against such deposits as directed by the County.

2 Any other money held by the Trustee and available under the terms of the
Indenture for the payment of Debt Service on the Series 2001-B Warrants shal be credited
against such depositsas directedby the County. Such directions must be consistent with any
mandatory provision of the Indenture with respect to the required use of such money.

The County acknowledges that the deposits required by the Indentur e are intended to provide funds
sufficient for the payment of Debt Service when due on al Series 2001-B Warrants. Nonetheless, if the
balance in the Debt Service Fund on any Warrant Payment Date is nat sufficient to pay all Debt Service due
on such date, the County shall immediately deposit in such fund an amount equal to the deficiency.
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On each Warrant Payment Date money on deposit in the Debt Service Fund shall be applied by the
Trustee for the payment of Debt Service on the Series 2001-B Warrants becoming due on such Warrant
Payment Date. The balance, if any, shall be retained in the Debt Service Fund.

Warrant Purchase Fund. The Indenture establishes a Warrant Purchase Fund, which will beheldby
the Tender Agent as a repository for the moneys referred to in the next sentence. Thelndenture provides that
the Tender Agent will deposit in the Warrant Purchase Fund (i) al money received by the Tender Agent from
the Bank pursuant to the Standby Purchase Agreement for the purpose of paying the Purchase Price due on
any Tender Datewith respect to Series2001-B Warrants, (ii) the proceeds of any remarketing of Series2001-B
Warrants by the Remarketing Agent, (iii) all other money required to bedeposted in the Warrant Purchase
Fund pursuant to the I ndenture, and (iv) any other money received by the Tender Agent with instructions to
deposit the same in the Warrant Purchase Fund. Money in the Warrant Purchase Fund shdl be used to pay
the Purchase Price of Series 2001-B Warrants due on any T ender Date.

Funds for payment of the Purchase Price of Series 2001-B Warrants shall be derived from the
following sourcesin the order of priority indicated:

0] first, proceads fromthe remarketing of Series 2001-B Warrants,
(i) second, money advanced under the Standby Purchase Agreement, and
(iii) third, any other money on deposit in the Warr ant Purchase Fund.

Not later than one hour before the applicable notice deadline under the Standby Purchase Agreement, the
Tender Agent shall determine the amount of remarketing proceeds alr eady on deposit in the War rant Purchase
Fund. After such determination, the T ender Agent shall give the notice to the Liquidity Agent required under
the Standby Purchase Agreement for thepurchase on such Tender Dateof Series 2001-B Warrantsfor which
remarketing proceeds are not available. Money received pursuant to the Standby Purchase Agreement isto
be segregated in a special account within the Warrant Purchase Fund and used solely for the payment of the
Purchase Priceof Series 2001-B Warrants.

On each Tender Date, money in the Warrant Purchase Fund remaining after payment of thePurchase
Price of Series2001-B Warrants shall be applied by the Tender Agent firstto reimbursethe Banksfar amourts
advanced pur suant to the Standby Purchase Agreement. The balance, if any, shall be paid to the County.

[nvestment of Specia Funds. Money in the Specia Funds may beinvested or reinvested in Qualified
Investments by the custodian of the fund in accordance with the instructions of the County to the extent that
such investment is, in the opinion of the fund custodian, feasible and consistent with the purposes for which
such fund was created; provided, however, that money in the Debt Service Fund or money in the Warr ant
Purchase Fund that was derived from the Standby Purchase Agreement shall be invested only in Federal
Securities with amaturity not later than the earlier of (i) 30 days after the date of such investment, or (ii) the
date such money will be neded far the payment of Debt Service on, or the PurchasePrice of, Series 2001-B
Warrants. Anyinvestment made with money ondeposit in a Speda Fund shall beheld by thefund custodian
and deemed a part of the Specia Fund where such money was on deposit, and theinterest and pr ofits red ized
from such investment shall be credited to such fund and any | oss resulting from such investment shall be
charged to such fund.
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CovenantsRegarding Arbitrageand Rebate with Respect to Series 2001-B Warrants. Inthelndenture,
the County covenantsthat it will make timely rebate payments to the United Stat es Treasury Department with
respect to the Series 2001-B Warrants asrequired by Section 148(f) of the Inter nal Revenue Code and that it
will makeno investment of moneysinthe trug funds or accounts created under the Indenture that would result
in any o the Series 2001-B Warrants being considered "arbitrage bonds' within themeaning of Section 148
of the Internal Revenue Code.

Evernts of Default. Any one or more of the following will constitute an event of default under the
Indenture:

D failure to pay Debt Service on the Series 2001-B Warrants when due, or
failure to pay the Purchase Price of any Series 2001-B Warrant tendered for purchase in
accordance with the Optiona or Mandatory Tender provi Sons of the Indenture,

2 the occurr ence of an Act of Bankruptcy of the County, and

3 the County fails to perform or observe any of its other agreements or
covenantsunder the Indenture and such failure is not remedi ed after 30 days written notice.

Acceleration. If an event of default described in clause (1) or (2) of the preceding paragraph exists,
the Trustee may, and shall if directed to do so by the holders of not less than 25% in principa amount of the
Seri es 2001-B Warr ants out standing, declare the principal of al the Series 2001-B Warrants and the interest
accrued thereon to be due and payable immediately, by notice to the County, and upon any such declar ation
such debt service shall become immediately due and pay able.

Indemnity for Costs and Expenses. The Indentureprovidesthat the Trustee is not required, upon the
occurrence of an event of default, to exercise any of itsrights or power s under the Indenture at the request of
any Warr antholders, unless such W arr antholders have offered to the Trustee reasonable security or indemnity
against the costs, expenses and liabilities which might be incurred by it in compliance with such request.

Limitation on Suitsby Warrantholders The Indentur e providesthat no Warrantholder shall have any
right to institute any proceeding for any remedy under the Indenture unless (i) such Warrantholder shall
previoudly have given to the Trustee written notice of a continuing event of default, (ii) the holders of not less
than 25% in principal amount of Series 2001-B Warrants outstanding shall have made written request to the
Trugteeto institutesuch proceedings and shall have offeredto the Trusteereasonableindemnity against costs,
expenses and liabilities to be incurred in compliance with such request, (iii) the Trustee shall have failed for
aperiod of 60 daysto comply with such request, and (iv) no dir ection inconsistent wit h such request shall have
been given by the holders of amgjority in principal amount of the Series 2001-B Warr ants out standing.

Directions for Pursuit of Remedies. The Indenture provides that wheneve the Trusteehas a choice
of remedies or discretion as to details in the exercise of its powers with respect thereto, it must follow any
specific direction given by the holders of a mgjarity in principal amount of the Seaies 2001-B Warrants
outstanding unless the observance of such directions by Warrantholders would, in the opinion of the Trustee,
unjustly prejudice the Warrantholde's who have nat joined insuch directions.

Amendmentsof Indenture The Indentur e permits the County and the Tr ustee, without the consent of
any Warrantholder, to enter into supplemental indenturesto add further covenantsand agreements onthepart

29



of the County, to cureambiguities, technical defects or inoonsistent provisions, to subject additional security
or propaty tothelien of thelndenture, andto secure ar mairtain ratings onthe Series 2001-B Warrants. The
Indenture aso permits the County and the Trustee, with the consent of the holders of nat lessthan a mgjority
in principal amount of Series 2001-B Warr ants out standing, to amend or modfy thelndenture, exoept that,
without the consent of the holders of each Series 2001-B W arrant aff ected, the County and the Trustee may
not (i) change the due date of principal or irterest onany Series 2001-B Warrant or reduce the principal,
premium or interest payable thereon, (ii) reduce the percentage of Warr antholders whose consent is required
for any waiver or the execution of any supplemental indenture, (iii) permit the creation of any lien on thetrust
estate prior to, or on a parity with, the Indenture or (iv) providefor rdease or cancellation of the Standby
Purchase Agreement prior to its expiration or termination unless a Substitute Standby Purchase Agreement is
ddivered to the Trustee meeting the requirements of the Indenture or the Standby Purchase Agreement is
terminated on a Conversion Date in accordance with the terms of the Indenture.

So long asthe Standby Purchase Agreement remainsin effect, the prior written consent of the Banks
will be required for any supplement or amendment to the Indenture.

Defeasance; Satidaction o Indenture Thelndenture provides that wheneve the ertire indebtedness
secured by the Indenture shall have been fully paid, then the Trustee shall surrender the Standby Purchase
Agreement for cancellation and shall cance and discharge the lien of the Indenture. For purposes of the
Indenture, any Series 2001-B Warrant shall be deemed to have been paidif, during any Tem Rate Peiod, a
trust for the payment of all remaining debt service on such Series 2001-B Warrant shall have been established
withthe Trusteeand all Saies 2001-B Warrantsto beretired with funds from such trust either mature or will
be caled for redemption on or befare the day immediately following such Term Rate Period. Such trust may
consist of any combination of cash and/or Federal Securities, and the anticipated income from such Federal
Securities may beincludedin the calaulation of the requireddepasit tosuchtrugt. If atrust for payment of the
Series 2001-B Warrants is established, the Trustee must receive (i) an opinion of counsel experienced in
bankruptcy matters stating ineffect that upon theoccurrence of an Act of Barkruptcy, money and i nvestments
in such trust will mot be recoveralde from the Trustee or Warranthdde's under provisions o the Fedeal
Bankruptcy Codg, (ii) aFavorable Tax Opinion, and (iii) areport by anindependent certified public accountant
stating in effect that the expected cash flow from such trust, without reinvestment, will be sufficient to make
the required payments of debt servicewith respect to the Series 2001-B Warrants.

Gereral Provisons Concerningthe T rustee. TheIndenture providesthat the Trustee shall not beliable
thereunder except for its willful misconduct or its gross negligence. The Trustee may consult with counsel,
who may or may not be counsel to the Trustee, and any Opinion of Counsel shall be full and complete
authorization and protection in respect of any action taken or suff ered by it under the Indenturein good faith.
The Trusteeisnot required to expend itsown fundsor otherwiseincur any financial liability inthe paformance
of its duties under the Indentur e without reasonable assurance of repayment or indemnity.

Advances by Trustee. The Trusteemay, but isnot required to, make advancesto effect the perf orm-
ance by the County o its covenants and agreaments. All sums so expended by the Trustes, togethe with
interest at the rate prescribed in the Indenture, shall be secured by the Indenture and, except with respect to
money recdved pursuantto theStandby PurchaseAgreement, shal be entitled to priority of payment over any
of the Series 2001-B Warrants.

Resignation or Discharge of Trustee; Successor Trustee. The Trustee may resign and be discharged
from thetrusts of the Indenture upon written noti ceto the County. The Trustee may beremoved by the holders
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of amgjority in princi pa amount of the Series 2001-B War rants then outstanding or by the County if no event
of ddfault exists. If the Trustee resigns, is removed or becomes othewise incapable of serving, a successor
may be appanted by the County (if no event of default exists). Within one year after a successor is so
gppointed by the County, the holders of a mgjority in prindpal amount of the Series 2001- B Warrants then
outgand ng may appoint an alternate sucoessar.

COUNTY GOVERNMENT AND ADMINISTRATION
The County Commission

The governing body of the County isthe Commission. The five commissioners are el ected from five
distrids within the County for four-year terms. The current term of office for the present commissianers,
President Gary White and Commissioners Mary M. Buckelew, BatyeFineCoallins, and Jéff Germany began
on November 10, 1998, and will end in November 2002. On March 29, 2001, Steve Small, Jr. was gppointed
as Commissioner to fill the unexpired term of Commissioner Chris McNair. This unexpired term aso ends
in Novembe 2002.

The major responsibilities of the Commission are to administer the County's finances, serve as custo-
dians of dl of the County's property, coll ect taxes as set by sate law, d locate resources for the constr uction
of buildings, roadsand other publicfaciliti es, providefor the ddivery of servicesthat by law arethe County's
resporsibility (such as seve service, medica care, care for the indigent and law enforcement) and make
appointments to various governmental boards and agencies.

In the 2000 fiscal year, the County employed 4,717 indviduals The County's employees perfam
tasks in fiveareas of Courty governrment. These areas are the Department of Financeand Gereral Services,
the Department of Roads and Transportation, the Department of Environmental Services, the Department of
Health and Human Services and the Depart ment of Community and Economic Development. A descri ption
of these areas follows:

The Department of Finance and General Services

The Department of Financeand General Services isresponsible for the administration of thefinancial
affairs of the County, the management of the public buildings of the County and the maintenance of the
accounting records of the Courty. The department supervises the opeations of the County Revenue
Department, which collects a number of state andlocal taxes (such as sales and use taxes and other excise
taxes), as well as theFinance Department. See"COUNTY FINANCIAL SYSTEM". For the most part, the
activities of the department are supported with moreysfromthe General Fund of the County. The President
of theCommissi on, Gary White, has been assignedthe responsibility of the Department of Financeand General
Services.

The Department o f Community and E conomic D evelo pment
The Department of Community and Economic Development is responsible for the activities of the
County in anumber of different areas related to the growth and development of the County. Commissioner

Bettye Fine Collinshasbea assigned the resporsibility for thisdepartment, whichincludes the County'soffices
for land devdopment and ingection savices. The department also supervises the Office of Community
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Devd opment, whichadministersf ederal community devel opment fundsfor capital improvementsinthe County,
and the Office of Serior Citizens Activities, which is responsible for the devel opment and implementation of
programs to provide services for the elderly residents of the County.

The Department of Health and Human Services

The Department of Health and Human Services, which is the responsibility of Commissioner Jef
Germany, supervisescertain health careinstitutions and agenciesof the County. Two of the institutions subject
to the supervision of the department arethe County nursing home inKetona, Alabama (the "County Home'")
and Cooper Green Hospital, which provides medical carefor indigert residerts of the County. Cooper Green
Hospital is supported fromthe Indgent Care Fund of the Courty and the County Homeis supported by the
Genera Fund.

The Department of Environmental Services

The Department of Environmenta Services is responsible for the construction, operation and
maintenance within the Courty of wastewate treatment plants and sanitary sewer lines and sdid waste
facilities. Commissioner Steve Smmall, Jr. hasbeen assigned the responsibility for this department.

The Department of Roads and Transportation

The Department of Roads and Transportation is responsible for the construction and maintenance
within the unincorpor ated area of the County o public highways, streets and bridges. Commissioner Mary
M. Buckdew has been assigned the responsibility of this department. The variaous divisions which constitute
the department, includng the Administrative Division, the Design Division, the Right-of-Way Division, the
Highway Engineering Division, the Highway Maintenance Division, the Traffic Division and the Equipment
Division, are supported with moneys from the Road Fund.

COUNTY FINANCIAL SYSTEM

The Department of Finance and General Servicesis responsiblefor the administration of the finandal
affairs of the County and the maintenance of its accounting records. T he Finance Department, adivision of
the Department of Finance and General Services, directs the County's financial program by assembling,
maintaining and preparing the County's financial records and statements and by assistingin budget hearings.
TheDirector of Finance of theCounty is Steve Sayler.

Pursuant to Alabama law, the Caunty is audted amually by the State Department of Examiners of
Public Accounts. Higtoricdly, the emphasis of thestate audt has been on conpliance with applicalde state
law. Such audts aregererally completed within oneyear after the end of the audit period. The most recent
available stateaudit isfor thefiscal year ended September 30, 2000. In addition to the state audit, the Director
of Finance of the County preparesinternal financia statemerts which conform tothe format of thestate audit.
A copy of thelatest audit for the County isincluded in Appendix A.
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Budget System

The budget for the County consists of an operating budget for each of the funds maintained by the
County. Togeher, these separate gperating budgets constitutea completefinancial plan for the Courty and
refled the projection of the recdpts, disbursemerts and transfers from all sources.

All of the operating budgets are developed by the Finance Department under the direction of the
membae's of the Commission respectively responsible for the operation o the individual Courty departments.
The budgets are based on estimates of the amount and cost of work to be paformed togeher with historicd
costsof operaions as submitted by the head of each office and department. Estimated revenues are detailed
according to sour ce, and estimated expenditur es are detail ed according to function and type.

Upon submission of the proposed budgets by the Finance Depar tment, the Commission holds public
hearings at which therequests of the individual County departments and the recommendations of the Finance
Department are fully revieved After conclusion of the hearings, the Commission may add new expendit ures
or increase, decreaseor deleteexpendit ures inthe proposed budgets, provided that expendituresfor debt service
or any other expenditures required by law to be included may not be deleted from the budgets. The
Commission is prohibited by law from adopting budges in which the total of expenditures exceeds the
estimated total receipts and available surplus.

The Commission is required to adopt the annual budgets on or before thefirst Tuesday in October of
the fiscal year in which thebudges are to take effect. Upon adoption by the Commission, the budgets are
printed for distributionto al departments of the County, as well asfinancial institutions and the general public.
Appropriations in addition to those inthe original budgets may be made by the Commission if unencumbered
and unappropriated moneys sufficient to meet such appropri ations are availabl e.

Accounting System

The County maintains anumber of separate funds, some of which should be categorized as govern-
mental funds and the remainder of which are more appropriately considered to be proprietary or fiduciary
funds. For at least thelast five fiscd years, these funds have been maintained and reported by the County in
accordance with the standar ds of the Government Finance Officers Association. The following paragraphs
contain brief descriptions of certain of the funds maintained by the County.

General Fund. The General Fund isthe primary operating fund of the Courty. Itsrevenues are not
earmarked and may be utilized for any purpose authorized by state or local law. Primary sources of revenue
for the General Fund are occupational taxes, property taxes, county saes taxesand commissionsand revenues
collected by the State and shar ed with the County. For the most part, the General Fund supports the operation
of the County's basic governmental functions, including management, personnel, accounting, taxation,
purchasing, data processing, law enforcement, the judiciary and land utilization.

Special Revenue Funds. The County maintainsanumber of special revenuefundsin order to account
for revenues from specifi c sources which are regulated and restricted to expenditures for specific purpaoses.
The following are brief descriptions of the specia revenue funds of the County.

Thendigent Care Fundis usedto support theoperationof Coope Green Haspital. Revenuesour ces
for the Indigent Care Fund include a caholic beverage taxes and sal es taxes.
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The Road Fund is used to support County road and direet construction and maintenance. Reverue
sources for the fund include County ad valorem taxes and a County gasolinetax, together with the County's
portion o the stategasoline taxes and driva's' license and motor vehicle tag fees.

The Bridge and Public Building Fund is used to account for expenditures of ad vaorem taxes
designated for themaintenance andrepair of County bridgesand public buildings. Expendituresfrom thisfund
include transfers of moneysto the Road Fund to suppart the Cournty road mai ntenance programand payments
of debt serviceon Courty obligations incurred far road and public buildng purposes.

The Community Development Fund is used to account for the receipt and disbursement of certain
federal grant funds received by the County. Typical grants received are Community Development Block
Grants, Farmers Home Administration Grants and Housing and Urban D evelopment Grants. Moneys from
such fund areused far housing devel opment and community revitalization projects, including related road and
sewea devdopments.

The Senior Citi zens Activities Fund is used in connection with afederally-sponsored program to help
senior citizens obtain prepared medls, medica care and transportation.

Debt Service Funds. The debt service funds are a group of accounts into which the proceeds of
pledged taxes and interest income are deposited for the payment of the County'slong-term debt.

Capital Project Funds. The capitd project funds are used to receive transfers from other funds and
interest income and proceeds from the sale of certain bonds, warrants or other securities of the Courty andto
make capital outlay expenditures. Brief illustrative descriptions of such funds are presented below.

The Capita Improvements Fund is used to support a variety of capita projects undertaken by the
County, including construction of new buildings, renovation of existing buildings and maor equipment
purchases.

The Road Construction Fund is used to acoount for the expenditures related to a number of road
congtruction and improvenment projects. Moneys in this fund consist primarily of warrant proceeds,
contributions from other goverrmental entities and proceeds of grants.

Enterprise Funds. The enterprise funds are used to account for activities wher e the intent of the
County isthat the costs of providing goods or servicesto the genera public on a continuing basis be financed
or recovered primarily through user charges, or where the County has decided that periodic income
determination isappropriatefor capita maintenance, public policy, management contr ol accountability or other
purposes. A mgjor County enterprise fund is the Sanitary Operations Fund, which is used to support the
operation and maintenance of sewage digposd faciliti es in the County. Sewer service char ges congtitute the
primary reverue source for such fund. Other mgjor enterprise funds are maintained with respect to Cooper
Green Hospital, the County Home, the County solid waste disposal facilities and the County Parking Deck.

Trust and Agency Funds. The County maintainstrust and agency funds to account for expendable
trust funds and agency funds which the County is charged with maintaining.
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Pension and Retirement Plan

The Genreral Retirement System for Employees of Jdferson County (the "Pension System™) is estab-
lished under Act No. 497 of the 1965 Regular Session of the Legidature, as amended (the "Pension Act").
With certainlimited exceptions, all enployees of the Courty who are subject to the Civil ServiceSystam are
membe's of the Pension System County officers and those County employeeswho are not subject to the Civil
Service Systemmay dect tobe membersof the Pension System. As of Septembe 30, 2000, there were 4,816
mermbers of the Pension System (including both present and retired ermployess).

Benefits payable under the Pension System are funded through a trust to which both the County and
the membe's of thePension System(the"Membe's") arerequired tocontribute. With certain exceptions, each
Member is required to make contributionsto the Pension System, by meansof regular payroll deductions, at
arate equa to 6% of the Member's compensation. T he County isrequired tomakea morthly contributionto
the Pension System in an amount equal to the contributions made by Members for the month.

The Pension Ad requires peiodic review o the Pension System by a reputable actuary. The most
recent actuaria val uation of the Pension System was prepar ed asof September 30, 2000, by Bucks Consultants
(the "Actuary"). Accordingto that valuation, the Penson System had as of September 30, 2000, aduarial
accrued liabilities of $517,622,246. The assets of the Penson System as of September 30, 2000, consisted
of actuarial value of assds valued at $595,364,424. On thebasis o that valuation and certain actuarial
assumptions, the Actuary concluded that the Pension System is actuarially sound.

SUMMARY OF COUNTY REVENUES
AND EXPENSES

The prindpal sources of revenuefor the County are property taxes, sales and use taxes, an occupa-
tional tax, charges for services provided by the County, certain tax revenues collected by the State and
alocated to theCounty, andfederal grants. County moneys are expended to pay the operating expenses of the
County, debt service on the County's debt and the costs of capita improvements. A copy of the audited
finarcial statements of the County for thefiscal year that ended September 30, 2000, is attached hereto as
Appendix A. Copies of audited financial statements for prior years may be obtained from the Director of
Finance of the County.

COUNTY SALES AND USE TAXES

The County levies and cdlects sales and usetaxes pursuart to the provisions of Act No. 405 enacted
at the 1967 Regular Session of the Legislature of Alabama, asamended by Act No. 659 enacted at the 1973
Reguar Sesson of the Legslature of Alabama (the "Tax Ad"). Thesales and use taxes of the Courty are
levied at one-quarte of the rateat which the State saes and usetaxesarelevied. T he State salesand usetaxes
arecurrently levied at the rate of 4% of the gross sales or grass receipts, as the casemay be, of al businesses
subject to the tax, except that the rate with respect to certain machinery, motor vehicles andtrailersis 1-1/2%.
The Tax Act provides that certain s es are exempt from both the State tax and the County tax. In the event
the present State sales and use tax statutes are repealed, under the Tax Act the sales and use taxes of the
County will continue to be imposed as if such repeal had not occurred.
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The salestax is dueandpayald eon a beforethe twentieth day of the month next succeeding the month
during which thetax accrued The usetax isdue and payableon or before thetwertiethday of the manth next
succeeding the quarterly period during which thetax acaued Bath taxes arepayable to the County Dir ector
of Revenue. Unde theTax Ad, onor beforethetwentieh day of eachmorth, the County Director of Revenue
isrequir ed to make adivision of the total proceeds of the sales and use taxes collected during theimmediately
preced ng month for thefollowing purposes and in the fdlowing order:

D The first one-half share o the tatal tax proceads is applied as fdlows:

(a) an amount equal to 1-1/2% of thetotal tax proceedsis paid into the General
Fund of the County to pay the costs of administering and enfarcingthe Tax Act;

(b) 9% of the first one-half shareispaid directly to the J&ferson County Board
of Hedlth; and

(© the balanceof suchonehalf shareispaid into the Indigent Care Fund of the
County.

2 The second ane-half share of the tatal tax proceedsis applied as fdlows:

(@ $100,000 is paid each month directly to the Birmingham-Jeff erson Civic
Center Autharity (the "Civic Center Authority™);

(b) in the evert that the tatal of the amounts paid to the Civic Center Autharity
during the month from the net proceeds of the tobacco tax levied by Act No. 524 enacted at
the 1965 Reagular Session of the Legidature of Alabamaand thelodging tax levied by Act No.
525 enacted a the 1965 Regular Session of the Legidature of Alabama aggregates less than
$100,000, an amount of the second one-half shareequal tothe difference between $100,000
and the tatal amount so paid from the proceeds of such taxesis paid directly to the Civic
Center Authority;

(© 22% of the second one-half shareis paid directly to the J&ferson Courty
Board of Health;

(d) 9% of the second one-haf share is payabledirectly tothe Jdferson Courty
Board of Health; and

) the remaining balance of the second one-half shareis paid into the General
Fund of the County.
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County Sales and UseTax Reverue

Fiscal Year Ending Total
September 30 Amount Collected
1996 $68,927,809
1997 71,230,520
1998 75,635,599
1999 78,898,175
2000 79,466,508

SPECIAL COUNTY OCCUPATIONAL TAX

The County levies and collects a special privilege or license tax (the " Special County Ocaupational
Tax") at the rate of one-hdf of one percent (0.5%) of the gross receipts of each person following a vocation,
occupation, caling or profession withi nthe County. T he County has been authorized by state statute to levy
the Special County Occupational Tax since 1967, but actually began to levy such tax on January 1, 1988,
pursuant to Ordinance 1120 approved by the County Commission on September 29, 1987. Under the state
statutethat authorizes thelewy of the Special County Occupational Tax, certain professions and occupations
areexempt from the reguirement topay such tax. For adescription of certain pending litigation respecting the
County's levy and collection of the Special County Occupational Tax, see "LITIGATION" herein.

Special County Occupational Tax Revenue

Fiscal Year Ending

September 30 Amount Collected
1996 $42,672,139
1997 44,370,971
1998 47,143,817
1999 47,945,225
2000 52,715,844

For adescription of apurpose for which aporti on of the Special County Occupational Tax revenues
havebeen pledged and appropriated, see”Civic Center Financing' under "COUNTY DEBT."

AD VALOREM TAXATION
General
The levy and collection of ad valorem taxes in Alabama are subject to the provisonsof the Aldbama
Congtitution, as amended, which, among other things, fix es the percentage of market valueat which property
can be assesxd for taxation, limits the rates of cournty taxation that can be levied against property, and

provides a maximum value for the aggregate ad valorem tax es that can be levied by al taxing authorities on
any propaty in any tax year.
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The amount of any specific ad valorem tax in Alabamais comput ed by multiplying the tax rate by the
assessed vaue of the taxable property. The assessed value of taxableproperty is a specified per centage (the
"assessment ratio") of itsfair and reasonable mar ket val ue or, in certain cir cumstances, its curr ent use vaue.
Advaoremtax ratesare generally stated in terms of mills (one-thousandth of adol lar) per dollar of assessed
vadue. Thus, for any given ad vaorem tax, each mill in the rate of taxation representsatax on property equal
to one-tenth of one percent of the assessed value of such property.

The Property Tax Amendment

AmendmentNo. 373tothe Alabama Constituti on (the" Property T ax Amendment") requiresall taxable
property to be divided into the four classes shown below and valued for taxation according to the assessment
ratios respectively shown applicable ther eto:

Class| All property owned by utilities and
used inthe business of such utilities 30%

Class i All property not otherwise classfied 20%

Classlll All agricultural, forest and single-
family, owne-ocaupied reddential
property and historic buildings and sites 10%

Class 1V Private passenger automobiles and
pickup trucks owred ard opeated by an
individual for personal or private use 15%

The Property Tax Amendment provides that theowner of Class I11 property may dect to have such property
appraised at its"current usevalue" rather than its "fair and reasonable market value”'. In alegidative act
implementing theProperty Tax Amendment, " current usevalue' hasbeen defined asthe value of such property
based on the use being made of it on October 1 of the preceding year, without taking into consideration “the
prospective value such property might have if it were put to some other possible use”.

Assessment Ratio Adjustments. The Property Tax Amendment provides that with respect to local (as
disti nguished from state) ad val arem taxes, the governing body of any county, municipality or other local taxing
authority may, subject to certain criteria established by |egislative act, adjust (by increasing or decreasing) the
ratio of assessed vaue of any class of taxable propetty to its fair and reasonable market value or its current
use value (as the casemay be), but only if (i) the governing body of such county, municipality or other taxing
authority holds a public hearing on the proposed adjustment before authorizing the adjustment, (ii) the
Legslature adopts an act approving the adjustment, and (iii) a mgjority of the electors of such county,
municipality or other taxing authority subsequently approve the adjustment in a special eection. Any
adjustment o assessment ratios is subjed to thefurthe requirements that the assessment ratio applicableto
each class of taxable property must be unifor m within the jurisdiction of each local taxing authority and thet
no class may beassessad at mare than 35% or less than 5% of itsfair and reasonable market value or current
usevalue (asthe case may be). By virtueof the Property Tax Amendment, the Legislature has no power over
the adjustment of assessment ratios pertaining to local taxes except to approve or disappr ove an adjustment
proposed by a locd taxing authority. The County Commission has not heretof ore sought to make any
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adjustment of the assessment ratio applicable to any class of taxable property in the County, nor has the
County Comimission any present plans for any such adjustment.

Rate Adjustments. The Property T ax Amendment authorizes any county, municipdity or other local
taxing author ity to decreaseany ad valorem tax rate at any time, provided that such decreasewill not jegpardize
the payment of any bonded indebtedness securad by such tax. TheProperty Tax Amendment provides that a
county, municipality or othe local taxingauthority may at any ti me increase the r ate at which any ad valorem
tax islevied above thelimit otherwise provided in the Alabama Constitution, but only if (i) the governing body
of such county, municipality or other taxing authority holds a public hearing on the proposed inareasebefore
authorizing the increase, (ii) the Legidature adopts an act approving the increase, and (iii) amgjority of the
electorsof such county, municipality or other taxing authority subsequently approvetheincreasein a gecial
eection. The County Commission has no present plans for increasing or decreasing any tax levied by the
County.

Maximum Tax Limitation. The Property Tax Amendment cortains a provision which limits thetotal
amount of ad valorem taxes (including al state, courty, munidpal and other taxes) that may be imposed on
any property in any onetax year to an amount not exceeding a specified percentage of the fair and reasonable
market value of such property. The percentages applicable to the various classesof propety areasfollows:

Class| ..o 2%
Classll ... 1%%
Classlll ... 1%
ClassIV ... 1Y%

Whenever thetatal amount of tax othewisepayablewithrespect to any property wouldexceed such maximum
tax limit, the millage rate of each separate tax to which such property is subject must be reduced in the same
proportion that the millage levied by or for the benefit of each taxing authority bearsto thetotd millage levied
by or for the benefit of all taxing authorities. This provision of the Property Tax Amendment has had the
operative effect of requiring, since October 1, 1979, areduction in the aggregate ad valorem tax rate on
property located in certain municipalities in the County.

Additional Exemptions. The Property Tax Amendment exemptsfrom all ad va orem taxes household
and kitchen furniture, farmtractors, farming impleanerts when usedexclusivdy inconrection withagricultural
property, and stocks of goods, wares and merchandise. T hese categoriesof property werenot generally exenmpt
from advalorem taxation prior to adoption of the Property Tax Amendment.

Homestead Exemption

Act No. 82-789 of the Legidature of Alabama provides for an increase in the State ad valoremtax
homestead exemption and aut horizes the Courty Commissian (a) to increase the presently applicable $2,000
homestead exemption agairst County taxes to an amount not greater than $4,000 of assessed value, and (b)
to extend such homestead exemption to school digtrict taxes. The County Commission hasnot taken, and does
not presently intend to take, any actionto effectuate such anincreasein theamount of the homestead exemption
currently available against County ad valorem taxes, or to extend such exemption to school district taxes, for
thecurrent tax year or for any futuretax year.
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Ad Valorem Tax Rates in the County

The following ad valorem taxes ar e presently being levied on property located within the County:

Ratein Mills
State of Alabama 6.5
Jefferson County
Gereral 5.6
Sewers 0.7
Public Buildings, Bridges and Roads 51
Schools 8.2
Rural Roads 2.1
County School Digtricts (outsde Cities
of Birmingham, Bessemer, Fairfield,
Tarrant City, Vestavia, Midfield,
Homewood, Hoover and Mountain Brook) 21.9
Total Mills 50.1

Ad Valorem Tax Assessment and Collection

Adval orem taxes on taxabl e properties within the County, except motor vehiclesand public utility and
railroad properties, are assessed by the County Tax Assessor and collected by the County T ax Collector. Ad
vaoremtaxeson motor vehiclesin the County ar e assessed and collected by the County Revenue Dir ector, and
advdoremtaxeson public utility and railr oad pr operties are assessed by the State Department of Revenue and
collected by the Stateand by the County Tax Collector. Advaoremtaxesare due and payableon the October
1 following the October 1 as of which they ar e assessed, and they become delinquent on and after thefollowing
December 31.

Assessed Valuation

Thefollowing table showsthe assessed val ue (net of applicable exemptionsand abatements) of taxable
properties within the County for the ind cated tax years.
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Real & Personal

Tax Year Property and Total

Ended Public Utility Motor Assessed

September 30 Property Vehicles Values
2000 $ 4,992,672,194Y $697,002,840 $5,689,675,034
1999 5,161,832,273 570,975,326 5,732,807,599
1998 4,191,608,377 530,077,135 4,721,685,512
1997 3,980,460,245 450,545,420 4,431,005,665
1996 3,822,413,791 409,392,840 4,231,806,631

Y The decrease in assessed value of real and personal property and public utility property from tax year 1999 to tax year 2000
isdueto achangein Alabamalaw in the method of imposing atax upon shares of stock in Alabama corporations. The aggregate assessed
value of shares of Alabamacorporati onswith ahome or principal office in the County (as cal culated under prior law) was included in the
totals for tax year 1999 and prior years.

Principal Ad Valorem Taxpayers

The principd ad valorem taxpayers in the County, onthe bads of total assessed value of propety
within the County for the tax year ended September 30, 2000, are shown below:

Total Assessed
Name of T axpayer Vaueof Propaty

Alabama Power $403,091,460
BellSouth T elecommunication 196,731,500
USX Corporation 97,414,187
Colonia Redlty Ltd. Partnership 43,928,600
HEALTHSOUTH Corporation 42,287,249
Alabama Gas 28,021,560
American Telephane & Telegraph, Inc. 27,812,794
SouthTrust Corp. 24,356,672
Hoovea Mall Limited LP 24,128,820
American Cast Iron Pipe Co. 21,961,496

Source: Jeff erson County Tax Assessor
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Ad Valorem Tax Collection

The Tax Collector of Jeffer son County hasconsistently collecedavery high percentageof advaorem
taxes (State, County, municipal and school district), as shown in the foll owing table:

Tax Percent of
Y ear Percent Delinquent Total Total Tax
Ended Total Net Current Tax of Levy Tax Tax Collection
September 30 Tax Levy Collections Collected Collections  Collections ToTax Levy
2000 $333,819,916 $ 330,192,023 98.91%  $3,719,694 $333,911,717 100.02%
1999 284,182,209 283,265,317 99.68 2,793,609 286,058,926 100.66
1998 265,673,868 262,277,245 98.72 4,253,108 266,530,353 100.32
1997 254,823,293 249,806,279 98.03 4,130,970 253,937,249 99.65
1996 247,358,892 239,414,593 96.79 4,853,300 244,267,893 98.75
1995 245,901,867 235,457,220 95.75 4,254,077 239,711,297 97.48
1994 213,803,830 207,038,287 96.84 4447531 211,485,818 98.92
1993 207,371,022 193,634,807 93.38 5,821,681 199,456,488 96.18
1992 197,944,712 187,868,741 94.91 4,787,431 192,656,172 97.33
1991 194,873,429 184,307,181 94.58 2,606,376 186,913,557 95.92
COUNTY DEBT
General

The prindpal formsof indebtedness that the County is authorized to incur include genera obligation
bonds, general obligation warrants, geneal obligation bond antidpation notes, special or limited obligation
warrantsand various revenue anticipation bonds and war rants relating to enter prises. In addition, the County
has the power to enter into certain leases which constitute a char ge upon the genera credit of the County.
Under existing law, the County may issuegeneral odligation bands only after afavarabl e vote of theel ectorate
of the County. Geneal and special obligationwarrantsissued for certain specified purposes may beissued
without voter approval.

The County Financia Control Act generaly prohibits the issuance of warrants by countiesunless at
the time of such issuance funds are availabl e for their payment. T he tatutes pur suant to whi ch the Series
2001-B Warrarts are being issued, as well as catain othe statutes authorizing Alabama counties to issue
gereral and specid obligation warrants for certain specified capital and other similar purposes, expresdy
negate the application of the County Financial Control Act to such warrants. With certain minor and narr ow
exceptions, howeve, Alabama counties may not incur long-term debt for payment of current operating
expenses, and the County Financia Control Act has the practical effect of prohibiting deficit financing for
current opeaations.

Existing Debt
Following the issuance of the Series 2001-B Warrants andthe refunding of the Series 1996 Warrants

and Series 1999 Warrants, al indebtedness of the County (includi ng the Series 2001-B Warrarts but apart
from (i) current liabilitiesincurred in the regular and ordinary operations of the County and (ii) certain conduit
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financings for which the County has no payment obligation or other liability) will consist of the following
outstanding warrants of the County:

Principal Amount
Outstanding as of
Obligations Not Subject to Debt Limit June 1, 2001

Sewer Revenue Ref unding Warr ants, Series 1997-A, dated
February 1, 1997, maturing February 1, 2005, through
February 1, 2027 $211,040,000

Sewer Revenue Refunding Warr ants, Series 1997-B, dated
February 1, 1997, maturing annually February 1, 2002,
through February 1, 2003 16,905,000

Sewer Revenue Ref unding Warr ants, Series 1997-C, dated
February 1, 1997, maturing annually February 15, 2002,
through February 15, 2015 44,215,000

Sewer RevenueWarrants, Series 1997-D, dated March 1,
1997, maturing February 1, 2017, through February 1,
2027 296,395,000

Sewer RevenueWarrants, Series 1999-A, dated March 1,
1999, maturing February 1, 2028, through February 1,
2039 952,695,000

Sewer Revenue Capital Improvement Warrants, Series
2001-A, dated March 1, 2001, maturing February 1, 2007
through February 1, 2041 275,000,000

Total $1,796,250,000
Obligations Subject to Debt Limit

General Obligation Warrants, Series 1992, maturing

annually April 1, 2002, through April 1, 2007 $23,450,211*

Generd Obligation Warr ants, Series 1993 maturing

annually April 1, 2002, through April 1, 2010 58,720,000

Genera Obligation Warrants, Series 2001-A, maturing

April 1, 2002 through April 1, 2011 82,000,000

Genera Obligation Warrants, Series 2001-B, maturing

April 1, 2021 120,000,000
Total $284,170,211

* Amount shown reflects the Comp ound Accreted Amounts as of June 1, 2001, of those of the Series 1992 Warrants issued as capital
appreciation warrants.

43



Debt Service Requirements on General Obligation Warrants

The following table containsthe dett servicerequirementson all general obligationwarrants of the
County that will be outstanding after the issuance of the Series 2001-B Warrants and the refunding of the
Series 1996 Warrants and Series 1999 Warrants:

Debt Service Requirements
on General Obligation Warrants

Fiscal

Year Series 2001-B

Ending Warrants®” Other Warrants Total
2001 $ 1,022,000 $ 1,022,000
2002 5,399,010 $24,529,168 29,928,178
2003 5,439,870 24,363,000 29,802,870
2004 5,439,870 24,524,668 29,964,538
2005 5,439,870 26,907,548 32,347,418
2006 5,439,870 20,688,338 26,128,208
2007 5,439,870 27,628,868 33,068,738
2008 5,439,870 17,035,748 22,475,618
2009 5,439,870 17,004,710 22,444,580
2010 5,439,870 13,899,525 19,339,395
2011 5,439,870 10,251,450 15,691,320
2012 15,115,016 15,115,016
2013 15,085,511 15,085,511
2014 15,051,465 15,051,465
2015 15,022,017 15,022,017
2016 14,986,216 14,986,216
2017 14,948,290 14,948,290
2018 14,912,242 14,912,242
2019 14,872,030 14,872,030
2020 14,831,655 14,831,655
2021 14,789,984 14,789,984
Total $204,994,267 $206,833,020 $411,827,287

(1) Debt service on the Series 2001-B W arrants has been computed to include interest at an assumedrate of 4.30% per annum,

afeeforthe Sandby Purchase Agreement of 0.15% per annum and a remarketing feeof 0.08% per annum.



Outstanding Swap Transaction

Under Alabamalaw and the Courty's genaal liability management pdicy, the County hasthe power
to enter into interest rate swap transactions from time to time. The County and Morgan Guaranty are now
partiesto arate swap transaction (the"Outstanding Swap™) that is referableto the County's general obligation
warrants. The Outstand ng Swap has anotional amount of $120,000,000, aneffectivedate of April 19, 2001,
and aterminationdate of Aprill, 2011. Under the terms of the Outstanding Swap, the County (@) i s entitled
to receive monthy payments calculated by reference to said notional amount and the BMA Munidpal Swap
Index and (b) is dbligated to make semiannual payments calaulated by reference to said notional amount and
the fixed rate of 4.295% per annum. Morgan Guaranty has the option to cancel the Outstanding Swap on
April 1, 2008, or any April 1 or Octdoer 1thereafter.

A default by the County under the Outstanding Swap (or any other transaction between the County
and either o theBanks) could constitutean event of default under the Standby Purchase Agreement that would
result inan immediate termination of Banks' obligation to purchase Series 2001-B Warrants. See"STANDBY
PURCHASE AGREEMENT".

Anticipated Debt

Over the next two fiscal years the County anticipates issuing substantial additional indebtedness
payable solely from sewer revenues to meet capital improvement requirementsfor the County's sewer system.

Debt Ratios
The following table sets forth certain debt ratios applicable to the County:

Jefferson County, Alabama

Debt Ratios
After issuance
of Series 2001-B Warrants
Population® 662,047
Assessed Value of Taxable Prgperty® $5,785,018,374
Gengal Obligation Debt® $284,170,211
Gengal Obligation Debt Per Capita $429.23
Ratio of Gereral Obligation Delat to
Assessaed Value 4.91%
(1) Based on 2000 census of U.S. Bureau of the C ensus.
(2) Source: Jefferson County Tax Assessor and Department of Revenue. Includes motor vehide valuations for May 2000 through
April 2001.
(3) After giving effect to the issuance of the Series 2001-B W arrants.
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Constitutional Debt Limit

The Alabama Constitution provides that courtiesmay not become indebted in an amount in excess of
five percent (5%) of the assessed val ue of the property situated therein and subject to taxation. Thetotal
assessed valueof the property in the County asassessed for County taxation (giving effect to all applicable
exemptionsfrom such taxation) asof May 1, 2001 was $5,785,018,374. Consequently, the constitutional debt
limitation applicable to the Courty is $289,250,919.

Under existing law, the amount of any indebtedness chargeable against the constitutional debt limitis
reduced by the amount of any escrow or sinking fund held for thepayment of suchindebtedness. |ndebtedness
chargeable against the constitutional debt limit does not incl ude obli gati ons payabl e soldly from the revenues
derived froma project which was acquired with the proceeds of such obligatiors.

Excluding obligations which are not chargeable to the congtitutional debt limit because advance
refunding escrows have been established for their payment and taking into account sinking funds establi shed
for obligations nat fully refunded, the outdand ng debt of the Courty, after issuance of the Series 2001-B
Warrants, will beapproximatdy $284,170,211. Consequertly, the Caunty can incur additional indebtedness
in the approximate amaunt of $5,080,708 (viz., $289,250,919 - $284,170,211) without violating its
constitutional debt limit.

Civic Center Financing

The Birmingham-Jefferson Civic Center Authority (the " Authority™) isapubliccorparationthat owns
and operates acivic center compl ex (the " Civic Center™) located in the County. In orde to finance the costs
of certain improvements and additions to the Civic Certer, the Authority issued and sold $132,380,000
principal amount of tax-exampt bonds in 1989. Inorde to assist the Authority inthis undertaking, the City
of Birmingham and the County entered into separ ate agr eements with the Authority in which they pledged and
appropriated certain tax revenues to the Authority for the purpose of paying a portion of the debt service on
the aforesaid bonds of the Authority. The agreement between the County and the Authority provides for the
pledge and appropriation by the County to the Authority o certain proceeds o the Special County
Occupaioral Tax, with no other County revenues being subject to such financid commitment. Under the
provisions of saidagreamert, the County is required to make paymentsto the Authority out of such proceeds
in theamount of $10,000,000 per year for each calendar year until and including 2008.

Jefferson County Economic and Industrial Development Authority Financing

The Jeffason County Economic and Industrial Development Authority (the "JCEIDA™) isapublic
corporation that owns an industria park in the western partion of the Courty. In 1998, the JCEIDA issued
$15,280,000 principal amount of bonds (the "JCEIDA Bonds") to finance the cost of acquiring, constructing
and developing theindustrial park. The County enter ed into a Funding Agreement (the "Funding Agreement™)
pursuant to which the County agreed to pay amounts sufficient to provide for the payment of principal of and
interest on the JCEIDA Bonds due in any fisca year of the County, to the extent that the JCEIDA does not
have sufficient funds to pay such principal and interest. The Funding Agreement has a one-year term and is
subject toautomatic renewal ineachsuccessivefiscal year unlesstheCounty provideswrittennoticeby August
1 of the priar fiscal year that it elects not to renew the Funding Agreement.
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The County'sabligationto makethe paymentsprovided for in the Funding Agreement during eachone-
year term condtitutes a general obligation of the County, and the County has pledged its full faith and credit
for such payments; however, dl obligationsof the County under the Funding Agreement are payabl esol ely out
of the current revenues of the County for the fiscal year during which the County becomes obligated to pay or
otherwise discharge such dbligations. The maximum amount of principal and interest due on the JCEIDA
Bonds in any year does not ex ceed approximately $2 million.

ECONOMIC AND DEMOGRAPHIC INFORMATION
General

Jefferson County is Alabama's most populaus county and is the principa center of finance, trade,
manufacturing, transpartation health careand education in theState. Birmingham, the State'slargest city, and
38 other municipdities arelocated within the County's 1,124 square miles. The County, with apopulation of
approximately 662,047 as of the 2000 Census, is the center of the four-courty Birmingham Metrgpolitan
Statistical Area (MSA), which covers approximately 3,188 sguare miles. The Birmingham MSA had a
population of approximately 915,077, as o July 1, 1999, and was the53™ most popul ated area amongthe 276
Metropolitan Areas (includes M SAs, Consolidated Statistical Areas and Primary Metropolitan Statistical
Areas) inthe United States.

Population

The following table summarizes historical population growth for the County, the Birmingham M SA
and the Stateof Alabama.

Population Trends
Jefferson Birmingham
Year _County MSA! Sate of Alabama
2000 662,047 915,077* 4,447,100
1990 651,525 907,810 4,040,389
1980 671,324 884,040 3,893,888
1970 644,991 794,083 3,444,165
1960 634,864 772,044 3,266,740
1950 558,928 708,721 3,061,743

! TheBirmingham Standard Metropolitan Statistical Area (SMSA) was established in 1967, and originally included Jefferson,
Shelby and Walke Counties. St. Clair County was addedto the SM SA in 1973. Blount County wasadded in 1983, at which
time the offidal governrment designation became the Birmingham Metropditan Statistical Area(MSA). Walker Countywas
removed from the Birmingham MSA in 1993. Excluding Walker County, the population of the Birmingham MSA in 1990
was 839,942.

*1999 estimate.
Source: Bureau of the Census, U.S. Department of Commerce

47



Employment and Labor Force

The following tablesets farth theannual averageemp oyment labor forceestimates far the County for

the peiod from 1995 through 2000.

Jefferson County Employment and Labor Force

1995

Civilian Labor Force 325,120
Employment: 310,220
Unemployment 14,900
Uremp oyment Rate 4.6%

1 Place of residence basis.
2 Rate computed on unrounded data.

Source: Alabama Department of Industrial Relations.

Nonagricultural wage and salary employment inthe Birmingham MSA gew by 77,100 jobs, or nore
than 18.4% between 1993 and 2000. The gainswere uneven, asseen in the following table. Whil e the number

1996

328,370
316,960
11,410
3.5%

1997

338,670
326,110

12,560
3.7%

1998

337,870
327,380
10,490
3.1%

1999

336,940
325,420
11,520
3.4%

2000

349,390
338,130
11,260
3.2%

of nonmanufacturing jobs increased by 67,000, thenumber of manufacturing jdos remained corstant.
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Birmingham MSA
Employment Change in Selected Industry Groups
Selected Annual Averages
(In thousands)

Percent
Change
1993 1994 1995 1996 1997 1998 1999 2000 1993-2000

Total Nonagricultural

Employment 4185 430.0 4429 4511 4635 4732 4821 495.6 18.4%
Good Produdng 75.2 77.4 80.2 80.9 817 82.9 82.7 85.2 13.3%
Mining 3.0 3.0 3.3 34 3.3 2.9 24 21 -30.0%
Congtruction 20.8 22.1 23.3 254 26.7 28.2 20.2 317 52.4%
Manufacturing 514 52.3 53.6 52.2 51.7 51.8 51.1 514 0.0%
Durable Goods 32.7 334 34.6 335 335 334 329 33.1 1.2%
Nondurable Goods 18.7 18.9 19.0 18.6 18.2 18.4 18.2 18.3 -2.1%
Service Producing 3434 3526 3627 3702 3818 3903 3994 4104 19.5%
Transpartation & Public
Utilities 29.9 30.3 30.3 30.3 30.3 30.8 31.2 31.6 5.7%
Wholesale & Retail Trade 101.7 1045 1083 109.7 1121 1148 1189 1225 20.5%
Finance, Insurance &
Real Estae 30.2 30.5 31.2 32.7 34.4 35.5 37.9 39.5 30.8%
Services 1147 1192 1248 1288 136.2 1408 1435 146.7 27.9%
Government 66.9 67.9 68.2 68.8 68.9 68.5 68.0 70.0 4.6%

Source: Alabama Department of Industrial Relations
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Birmingham Metropditan Area
Largest Employers
(As of July 2000)

Employer Employees

1 University of Alabama at Birmingham (education, medical research) .. .............. 15,628
2. U. S. Governmert (federal governmeni)t ... ...... .. 9,302
3. State of Alabama (state government) .. ......... . 6,372
4, BellSouth (telecommunications) . ........ ... ... . i 6,300
5. Baptist Hedth Sysem, Inc. (integrated healthcare system) .. ............c.ccouien... 6,000
6. Brunos, INC (retail grocery Store) . .. ... 5,374
7. Jefferson County Board of Education (education) . ........... .. .. ... 5,000
8. Birmingham Public Schools (education) . ........... . . i 4,555
9. City of Birmingham (municipal government) ... ...... .. ... ... ... 4,500
10. Jefferson County Government (county government) ... ..........uuuiuieenean.. 4,191
11. Wal-Mart (discount department STOres) .. ... ... e 3,800
12. AmSouth Bank (banking and financial services) .. ............ ... 3,624
13. SouthTrust Bank (banking and financial Services) . .. ..., 3,094
14. AlabamaPower Company (Ufilities) .. ... oo e 3,000
15. Regions Finandal (banking Services) ... ... ... 3,000
16. Blue Cross-Blue Shield of Alabama (employee benefits) .. ......... ..., 2,700
17. Compass Bank (banking and financial services) . ..............uuiiiunununenen.. 2,666
18. Carraway Methodist Medical Center (healthcare) .. ... . 2,400
19. Shelby County Board of Education (education) ... ......... .. ..., 2,400
20. Children's Health System (healthcare) .. ... ... .. e 2,400
21. American Cast Iron Hpe (iron and steel pipe, steel castings) . ... ..........c.c.ooo... 2,300
22. Brookwood Medical Canter (healthcare) .. ...... ... ... 2,200
23. HEALTHSOUTH Corporation (kealthcare and rehabilitation) . .................... 2,070
24, Eastern Health System (healthcare) .. ... ... ... . ... 2,055
25. USX (steel mill) .. ..o 1,500
1

Includes 3,582 U.S. Postal Service employees; 1,662 Sodal Security Administration employees
and 1,400 V eterans Administration Haospital employees

NOTE: Employment figures reflect both ful-time and part-time employees

Source: Birmingham Area Chamber of Commerce.
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Per Capita Personal Income

"Per CapitaPesonal Incone" isdefined asthe current incomefrom all sourcesrecei ved by oneresident
inan area. It is measured bef orededuction of income and othe personal taxes, but after deduction of personal
contributions for social security, governmert retirament, and aher socia insurance programs. Per capita
persond income in the Birmingham MSA and the County are above average for the State of Alabama. Per
capita persona incomes in the Birmingham MSA are dightly below nationa averages, while pe capita
persond incomes in the County are a the nationa average.

PER CAPITA PERSONAL INCOME

Jefferson County Birmingham MSA Alabama United States

% of % of %0f % of

National National National National

Income Average Income Average Income Average Income Average
1998 $27,272 100% $26,582 98% $22,054 81% $27,203 100%
1997 26,292 101% 25,383 99% 21,260 82% 25,924 100%
1996 25,356 103% 24,547 100% 20,329 82% 24,651 100%
1995 24,381 103% 23,566 100% 19,683 84% 23,562 100%
1994 23,262 103% 22,430 99% 18,860 84% 22,581 100%
1993 21,914 101% 21,196 98% 17,991 83% 21,718 100%
1989 17,946 97% 17,488 94% 14,899 80% 18,566 100%
1979 8,827 96% 8,541 93% 7,199 78% 9,230 100%
1969 3,394 88% 3,298 86% 2,748 71% 3,846 100%

Source:  U.S. Department of Commerce, Bureau of Econamic Analysis

Median Family Income

Median Family Income is defined by the U.S. Census as the amount which divides the income
distribution of families into two equa groups, half having incomes above the median, half having incomes
below the median. Between1994 and 1999, therisein median family incomein the BirminghamM SA has out-
paced the risein median family inconme in the nation as awhde. In 1999, the median family income in the
Birmingham M SA was $100 geater than the median family incomeof the United States.

Meanwhile, the difference betweenthe median family income inthe State of Alabama and themedian
family income in the United States has narrowed over thelast 5 years, but in 1999, the median family income
in the United States was till $6,300 greater than the median family incomein Alabama. The following table
illustrates this data.

51



NATIONAL, STATE AND BIRMINGHAM MSA

MEDIAN FAMILY INCOME
1994 1995 1996 1997 1998 1999
United States $39,900 $40,200 $41,600 $43,500 $45,300 $47,800
Alabama 32,300 32,500 33,900 37,100 38,700 41,500
Birmingham MSA* 36,200 36,300 38,200 41,900 44,000 47,900

Source: Center for Business and Ecanomic Research, The University of Alabama.

! Data are not reported for indi vidua counti es wi thin the MSA.

Housing and Construction

The following tables present certain information about building permits and construction activity in

the Birmingham MSA:
BUILDING PERMITS - BIRMINGHAM MSA

Total Number of New Privately Owned Housing Units

1999 5,958
1998 6,361
1997 5,058
1996 6,699
1995 5,998

Valuation of New Privately Owned Housing Units

1999 $726,972,000
1998 663,358,000
1997 556,230,000
1996 614,310,000
1995 535,756,000

Source: Bureau of the Census, U.S. Department of Comm erce.

Education

The County is the home of six colleges and universities, four business schoolsand fivejunior colleges

and trade schools. These schools have a combined enrdIment of over 35,000.
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Thelargest ingtitutioni sthe Univer sity of Alabama at Birmingham (UAB), which includes University
College, the Graduate School and the UAB Medicd Center. The UAB complex, featuring a wide range of
undergraduat e, graduateand professional programs, is thethird lar gest educational institutionin Alabama, with
atotal enrollment of approximately 15,921. The UAB Medical Center corsists of the schools of medicine,
dentistry, nursing, optometry and public health and theSchool of Commurnity and Allied Health. UAB hasan
annua payroll exceeding $530 million and is the largest employer in the County.

Universities and Colleges
in Jefferson County

Name Type
Univergty o Alabama at Birmingham State Supported
Samfard Univesity and Cumberland School of Law Private
Birmingham-Southern College Private
Miles College Private
Birmingham School of Law Private
Southeastern Bible College Private

Junior and Technical Colleges
in Jefferson County

Name Type
Jefferson State Community College State Supported
Bessemer State Technical College State Supported
Lawson State Community College State Supported

The Jefferson County School Systemconsists of 62 schod swith an enrollment exceeding 41,000. The
City of Birmingham has 79 school swithinits systemand approximately 40,000 students. Thereareeight other
public schod systamsinthe County enconpassing ove 40 schoolsand more than 30,000 students. Inaddition,
the Birmingham MSA hasover 50 private and denominational schoolswi th grades ranging from kindergarten
through high school.

Bank Deposits
Banking is a significart industry in the Birmingham meropditan area and in the Courty, with four
of the top 25 largest employers being in banking and financia services. The growth in this area may be

reflected by the rise indepositsin FDIC-irsured banksin the Stateof Alabama, the County and Birmingham
between 1993 and 1998. The following table illustrat es this growth.
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DEPOSITS IN FDIC-INSURED COMMERCIAL BANKS (1993-1998)

1993
Alabama $35,559,642
Jefferoon Caunty 8,870,667
5,831

Birmingham

1994
$37,684,319
9,058,787
5,752

N/A - Not available

(In thousands)
1995

$40,056,228
9,352,728
5,894

1996 1997 1008
$42,770,388 $47,150,219 $50,095,056
9,742,676 10,901,236 13,028,619
6,163 6,628 N/A

Source: Center for Business and Ecanomic Research, The University of Alabama.

Thefollowing chart provides a statistical compari son amongtheCity of Birmingham, theBirmingham
MSA, Jeffason County and the State of Alabama for a nunber of demographic and economicindicators.

JEFFERSON COUNTY, ALABAMA
STATISTICAL COMPARISON TO CITY OF BIRMINGHAM,
BIRMINGHAM MSA AND STATE OF ALABAMA

Percent
Percent Percent of
Population of of Hou sehold Alabama
Area Alabama Households Alabama Median EBI Median EBI
Birmingham 251,700 5.7% 102,700 6.1 % $25,494 82.0%
Jefferson Cou nty 658,100 15.0% 262,700 15.6% 34,216 110.0%
Birmingham MSA 920,200 21.0% 360,900 21.4% 35,885 115.4%
Alabama 4,386,800 100.0% 1,688,400 100.0% 31,098 100.0%
Total Eating & General
Retail Percent Drinking Percent Merchandise Percent
of Sales of Sales of
Area 000) Alabama 000) Alabama 000) Alabama
Birmingham $4,116,094 8.8% 332,710 8.6% 330,500 4.6%
Jefferson Cou nty 9,382,617 20.1% 827,133 21.4% 1,266,626 17.7%
Birmingham MSA 11,274,596 24.2% 1,028,651 26.6% 1,530,437 21.4%
Alabama 46,650,368 100.0% 3,861,550 100.0% 7,164,367 100.0%

(1) Population as projected by Sales & Marketing Management

Notes:

Effecti ve Buying Incame ("EBI") is generally known as "d sposable persoral income" and is equal to personal income

less personal taxes (federal, state and local), nontax payments (fines fees and penalties) and persond contributions to

social security.

Buying Power Index ("BPI") is aweighted index that converts three basic elements — popul ation, EBI and retail sales—
into a measurement d the market's ahility tobuy, and expressesit as percentage o the U.S. potential.

Source: "2000 Survey of Buying Power," Sales & Marketing Management.



Transportation

Commercial airline service is available through Birmingharris airport, which is served by six major
carrigs(AmericanAirlines, Continental Airlines, DdtaAir Lines, Northwest Air lines, Southwest Airlinesand
US Airways), and three conmuter carrigs (Comair, Continental Ex press, and US Airways Express). During
the 12-month period ended October 31, 2000, the Birmingham Inter national Airport served over 3 million
arriving and departing passengers.

In 2000, the Birmingham Airport Autharity conpleted the addition of 2,000 parking spaces to its
parking deck, resulting in atotal of approximately 6,000 spaces. Addtioral airport construction projectsthat
arecurrently pending, or aready begun include: a 2,000 foot extension of theairport'smain runway, extending
it to 12,000 feet; construction of a new cargo apron, anew air freight building and a new air cargo conplex;
rehabilitation of theair carrier apron around theterminal; conpletion of the final phase of the infidd service
road; and development of a new parking facility and rental car hub. In addition, the Federa Aviation
Administration plans to commission the nawvly constructed 211-foot control tower in Spring of 2001.

Almost 100 truck lines haveterminalsinthearea. Additionally, Birmingham is served by four major
railroads -- Narfolk Southern, CSX Corparation, Canadian National Railway Company (through an aliance
with Kansas City Southern Ralway) and Burlington Northe'n and Santa Fe Railway Cormpany. Amtrak
passenger service is aso available.

Birminghamis alsothe nexus far threeinterstate highways: 1-65 between Huntsville-Decatur to the
northand Montgomery to the south; and 1-59 from Gadsden in thenortheast and 1-20 from Anniston in the east
whidch mege in Birmingham as 1-59/20 serving Tuscal oosa to the southwest.

Barge transportation is available through private dock facilities at Port Birmingham in weste'n
Jefferson County. Thesefacilitiesare part of the Warrior- Tombi gbeewaterway systemwhichprovides access
to the Port of Mobile in south Alabama. The ar eaisli nked with the Tennessee-T ombigbee waterway system,
which connects the County with 16,000 miles of barge routes str etching from the Great Lakes to the Gulf of
Mexico.

Health Care

The County isa major center for health care and biomedical resear ch. Altogether, 21 hospitals with
atotal of 4,484 beds arelocatedin the County. U.S. News ranked The University of Alabama Hospital at
Birmingham among the top 50 hospita s in the country for its specidities in cancer, hormonal disorders,
gynecology, kidney disease, orthopedics, ear, nose and throat andrheumatol ogy. Othe major medi cal certers
in the County include Baptist Medical Centas, Carraway Methodist Medical Certers, Medical Cente East,
St. Vincent'sHospital, HEAL THSOUTH Medical Center and Br ookwood Medical Center. Southern Research
Institute (SRI) is one of the oldest independent not-for-profit contr act research or ganizations in the South. In
addition to itspharmaceutical and biotechnical resear ch, SRI also conductsresear chintheareas of utilitiesand
manufacturing.
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LITIGATION

Thereisno litigation pending or, to the knowledge of the County, threatened, attacking or questioning
the validity of the Series 2001-B Warrants or the issuance and salethereof, and there is no litigation pending
or, to theknowledgeof theCounty, threatened, rel ating to the organization or boundaries of the County or the
incumbency of any of itsofficas. Simultaneously with thedelivery o the Series 2001-B Warrants, the Caunty
will deliver a certificate to the effect that no such litigation is pending or, to the knowledge of the County,
threatened.

Special County Occupational Tax Litigation

The Richards action. The County levies andcollects the Spedal County Occupational Tax at therate
of %2 of 1% of the gross receipts of each person following avocation, occupation, calling or profession within
the County. On April 12, 1992, a class action was filad in Jefferson County Circuit Court by two sets of
plaintiffs, one of which consists of federal employeeswhoare subjec to the Special County Ocoupational Tax
and the other of which consists of al employeeswho are subject to the Special County Occupational Tax. The
gravamen of the case, styled Richards v. Jefferson County, CV-92-3191 (the " Richards action"), isthat the
Special County Occupational Tax violates the egual pratection and due process clauses of the Fourteenth
Amendment to the United Stat es Constitution with respect to all plaintiff s because of exemptions requir ed by
the authorizing stat ute to be given to persons who engagein aregul ated profession andpay alicensetax to the
State of Alabama. In addition, those plaintiffs who are federal employees claim that the Special County
Occupational Tax violates their rights unde that provision of the Public Salary Tax Act (4 U.S.C. § 111)
which dlows state and locd taxation of compensation of federal officers and ermployeesif suchtaxation does
not disariminate against such federal officers and employees because of the source of compensation. The
plaintiffsseek damagesin the amount of ocaupational taxes collected since January 1, 1988, costs, interest and
attorneys fees and aninjunction against the collection of the Special County Occupational Tax in its current
form with respect to all taxpayes.

The County moved for summary judgment on the groundsthat (i) the plaintiffs clams were barred
by the doctrine of resjudicatabecause thevalidty of theSpecial County Occupational T ax had been previously
litigated inthe 1998 caseof Bedingfieldv. Jefferson County and (ii) the exemptionsfrom thetax didnot viol ate
the equal protection and due process clauses of the Fourteerth Amendment to the United States Constitution.
After various appeals, theUnited States Supreme Court heldthat the plaintiffs' claims were nat barred by the
doctrine of resjudicata and remanded the case for further proceedings with respect to whether the licernse tax
violated theequal protedionguarantess of the Fourteerth Amendment. The casewas tried on Octadber 21-23,
1997, before Judge John E. Rochester, Circuit Judge of Clay County, Alabama, sitting by special designation
in this Jeffer son County case.

On November 12, 1998, Judge Rocheste enteredajudgment hd ding the Special County Ocaupational
Tax to bein violation of the equal protection clause of the Fourteenth Amendment of the United States
Congtitution. Upon appedl to the Alabama Supreme Court, the Richards action was consolidated with the
apped of ajudgment, rendered in a separate action, that hdd invalid 21999 ad of the AlabamalL egslature
(the "1999 Act") that provided for the levy of atax to replace the Special County Occupational Tax. The
Alabama Supreme Court released its opinion with respect to the consolidated appeals on June22, 2001. In
its opinion, the Alabama Supreme Court reversed the judgment entered by Judge Rochester and held that the
lewy and collediion of the Special County Occupational Tax do not violate the equal protection clause of the
United States Congtitution. Counsd for the Richards plaintiffs have indicated in public statementsthat they
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will seek to have this recent decision of the Alabama Supreme Court reviewed by the United States Supreme
Court.

The Employees Association action. In late Novembea 1999, the Alabama L eg slature passed an act
which purpor ted to repeal the enabling act for the Special County Occupational Tax, effective April 1, 2000.
The Jefferson County Employees Association filed alawsuit daimingthat the L egislature's repeal of thetax
was uncondtitutional. Thetria court agreed with the Employees’ Association and entered an order declaring
the repedling act to be invdid.

The Izzi action. OnMarch 29, 2000, the Legidature passed AlabamaAct 2000-215 (the "2000 Act")
which, likethe 1999 Act, attempted to addressthe Equal Protection concerns by levying areplacement tax that
would not include the exempti ons granted to catain professions by the Spedal County Occupationa Tax. The
2000 Act also distributed a large partion of the tax prooeeds to variousnon-governmertd entities. On April
19, 2000, Richard 1zzi and Robert B. Sanford, Jr., filed a lawsuit claiming that the 2000 Act was also
unconstitutional. On September 7,2000, Judge Thomas A. Woodkll granted the plainti ffs' motion for summary
judgment and hdd the 2000 Act to beinvaid. An gpped of that judgment is pending befor e the Alabama
Supreme Court.

At this time, it is impossbl e to predict with certainty the find outcome of thelitigation referredto
herein. If plaintiffs are ultimately successful in having the Special County Occupational Tax declared
uncongtitutional, and if the Alabama Legidatur e fails to enact areplacement tax which is deemed to cure the
constitutional defectsof the existing tax and which is not otherwise congtitutionally defectiveitself, the County
would suffer asignificart decreasein revenues. Undea the warst conceivable circumstances, it is possibl ethat
the County cauld auffer a monetary judgment equal to theamount of the Special County Occupational Tax
revenues oollected since January 1, 1988 (over $511 million), plus inteest.

General

The County is a défendant in numerous suits and has been natified of nrumerous claims against it
arising from aleged negligence relating to motor vehicles and other matters relating to the normal operation
of a county, as well as suits and claims arising from aleged denia of civil rights. Some of such suits and
cla ms demand damagesinlarge amounts. The County believesthat any liability resulting from such suitsand
claims will be covered adequatdy by the liability insurance and funds of the County which will be available
to discharge such liability without impairing its ability to performany of its other dbligations.

The immunity from tort liability formerly enjoyed by locd governmental units in Alabama has been
largely eroded by recent court decisions. The Caode of Alabama 1975, Title 11, Chapter 93, as amended,
prescribes certain maximum limits on the liability of Alabamalocal governmental units (such asthe County)
for bodily injury, sickness, disease or deat h sustained by a person and for damageto or destruction of tangible
propety. Althaugh the geneal constitutional validty of Chapter 93 has been uphdd by the Supreme Court
of Alabama, itsapplicability to causes of action under Section 1983 of Title42 of the Urited StatesCodehas
not been deermined. The County, along with other local governmental unitsthroughout the country, hasbeen
increasingly subjected to lawsuits—many of which claim damagesin large amounts—for alleged denia of civil
rights under the provisions of Section 1983.
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LEGAL MATTERS

The Series 2001-B War rants will be issued subject to the approving opinion of Haskell Slaughter
Young & Rediker, L.L.C., Birmingham, Alabama, Bond Counsd. It isanticipated that the approving opinion
of Bond Counsel will bein substantially the form attached to this Official Statement as Appendix B. Certain
legal matters will be passed upon for the Banks by their counsel, Greenberg Traurig, LLP, Philadelphia,
Penrsylvania.

Thevariouslegal opiniorsto bedelivered concurrertly with theddivey of the Series 2001-B Warrants
express the professiona judgment of the attorneys rendering the opinions as to the legal issues explicitly
addressed therein. By renderingalegal opinion, the opinion giver does not become an insurer or guarantor of
that expression of professional judgment, of thetransaction opined upon, or of thefutureperformanceof parties
to thetransaction. Nor does the rendering of an opinion guarantee the outcameof any legal dsputethat may
arise out of the transaction.

TAX EXEMPTION

Intheopinion of Haskell Slaughter Y oung& Redke , L.L.C., Birmingham, Alabama, Bond Counsel,
under existing statutes, regulations, rulings and court decisions, interest on the Series 2001-B Warrants will
be excluded from grossincome for federal income tax pur poses and will not be an item of tax pr eference for
pur poses of the feder a alternative minimum tax imposed on individuals and corporations. In the opinion of
Bond Counsdl, interest on the Series 2001-B Warrants will be exempt from income taxation by the State of
Alabama under existing statutes.

Prospective purchasers of the Series 2001-B Warrants should be aware of the provision included in
the Internal Reverue Cade of 1986, asamended (the "Caode"), which will require that interest on the Series
2001-B Warrantsreceived by acorporation (as defined for federal income tax purposes) be taken into account
in determining adjusted current earni ngs for the purpose of computing the ater nati ve minimum tax imposed
on such corporations. Also, in the case of United Stat es branches of foreign corpor ations, the interest on the
Seri es2001-B W arr antswill be subject to the branch profitstax imposed by the Code. Prospectivepurchasers
of the Series 2001-B Warrants should also be awar e of the provision included in the Code. which will reguire
property and casudty insurance companies owning Series 2001-B Warrants to reduce their loss reserve
dedudion by 15% of theinterest received ar accrued onthe Saies 2001-B Warrants.

Furthermor e, prospective purchasers of the Series 2001-B Warr ants should recognize that interest on
the Series 2001-B Warrants may become incl udable in gross income for purposes of federd income taxation
from the dat e of issuancein theevent that the County failsto satisfy certain requir ementsimposed by the Code
respecting (i) limitations on the use o Series2001-B Warrant proceedsinthe tradeor business of, or to make
or finance loansto, persons other than governmental units, (ii) restrictions on investment earnings on proceeds
of the Series 2001-B Warrants and (iii) the rebate to the federal government of certain arbitrage profits. The
County hascovenanted that it will not take, or omit to take, any action lawful and within its power to take, if
such action or omission would cause interest on any Series 2001-B Warrant to become subject to federd
income taxes in addition to those federal income taxes to which interest on such Series 2001-B Warrant is
subject on the date of original issuance thered.
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Prior to enadmernt of the Code, financial institutions (including commercial banks) generally were
permitted to inves deposited funds in tax-exempt obligations, while continuing to deduct interest paid to
depositors. Ingereral, the Cade denies finandal institutions 100% of interest deductions that are allocableto
tax-exempt obligations acquired on or after August 8, 1986.

Although interest on the Series 2001-B Warrants will be excluded from gross incomefor federal
income tax purposes as discussed in the preceding paragraphs, the Social Security Amendments of 1983
provide that, under certain circumstances, receipt of such tax-exempt interest coud subjed to federal income
taxation aportion of Socia Security or railroad retirement benefitsr eceived by awarrantholder that would not
otherwisebe taxable A prospective purchaser of the Series 2001-B Warrants should consult his personal tax
advisor in this regard in connection with his decision to purchase any of the Series 2001-B Warrants.

RATINGS

The Series 2001-B Warrants have been rated Aa3/VMIG 1 by Moody's Investors Service, Inc. and
AA-/A-1+ by Standard & Poor's Ratings Service, a division of The McGraw-Hill Companies, Inc. Any
explanation of the significance of such ratings may be obtained only from the appropriate rating agency.

The aboveratings are not recommendations to buy, sell or hold the Series 2001-B War rants, and any
such ratings may be subject to revision or withdrawal at any time by the rating agencies. Any downward
revision or withdrawal o any or all of such ratings may have an advase effect on the market price of the
affected Series 2001-B Warrants. Neither the Courty nar the Underwriter has undertaken any responsibility
either to bring to the attention of the Series 2001-B Warrantholders any proposed revision, suspension or
withdrawal of arating or to oppose any such revision, suspension or withdrawal .

FINANCIAL ADVISOR

Morgan Keegan & Company, Inc., is serving as Financial Advisor tothe County with respect tothe
sde of the Saies 2001-B Warrants. The Financial Advisar assisted in the preparation of this Official
Stat ement and in other mattersrelating to the planning, struct uring and issuance of the Series 2001-B Warrants
and provided other advice.

Morgan Keegan & Company, Inc., isan investment banking firm regularly engaged in the business
of providing financial and advisary services. Said firm will not participate in underwriting any of the Series
2001-B Warrants.

UNDERWRITING

The Series 2001-B Warrarts arebeing purchased from the County by SouthT rust Securities, Inc. (the
"Undewriter"). The Underwrite has agreed to purchase the Series 2001-B Warrants for an aggregate
purchase price of $119,760,000 (which represents the face amount o the Seies 2001-B Warrants less
underwriter's discount of $240,000) plus accrued interest. The initia public offering price set forth on the
cover page may be changed by the Underwriter, and the Underwriter may offer and sell the Series 2001-B
Warrants to certain dedlers (including dealers depositing the Series 2001-B Warrants intoinvestmert trusts)
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and othe's at prices lower thanthe offering price s forth on the cover page. The Underwriter will purchase
all the Series 2001-B Warrants if any are purchased.

MISCELLANEOUS
Any statementsmacde in this Offidal Satement involving matters of opinion or estimat es, whether or
not expresdy so stated, are intended assuchand not as represantations of fact. No representation is mede that
any of such statements will be realized.
Refer ences herein to the Alabama Congtitution and all legid ative acts referred to herein are intended
to be only brief outlines of certain provisions of each thereof and do not purport to summarize or describe all

provisions thereof.

The distribution of this Official Statement and its use in the offering and sale of the Series 2001-B
Warr ants have been approved by the Commission.

JEFFERSON COUNTY, ALABAMA

By /s Gary White
President of the County Commission

324199.1
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APPENDIX A

Financial Statements of the County for Fiscal Year 1999-2000
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State of Alabama
Department of

Examiners of Public Accounts

P.O. Box 302251, Montgomery, AL 36130-2251
50 North Ripley Street, Room 3201
Montgomery, Alabama 36104-3833

Ronald L. Jones Telephone (334) 242-9200

Chief Examiner FAX (334) 242-1775

Honorable Ronald L. Jones
Chief Examiner of Public Accounts
Montgomery, Alabama 36130

Dear Sir:

Under the authority of the Code of Alabama 1975, Section 41-5-14, we submit this report
on the Jefferson County Commission for the period October 1, 1999 through
September 30, 2000.

SCOPE AND OBJECTIVES

This report encompasses an audit of financial statements of the Jefferson County
Commission (the “Commission”) and a review of compliance by the Commission with
applicable laws and regulations of the State of Alabama and federal financial assistance
programs. The audit was conducted in accordance with generally accepted government
auditing standards for financial audits. Objectives of this audit were to determine whether
the financial statements present fairly the financial position and results of financial
operations and whether the Commission has complied with applicable laws and
regulations.

CONTENTS OF REPORT

This report includes the following segments:

1. Report to the Chief Examiner — contains items pertaining to state legal compliance,
agency operations and other matters.

2. FEinancial Section — includes basic financial statements (Exhibits 1 through 6); Notes
to the Financial Statements; required supplementary information (Exhibit 7);
combining financial statements (Exhibits 8 through 19); a Schedule of Expenditures of
Federal Awards (Exhibit 20), which details federal assistance received and expended
during the audit period; Notes to the Schedule of Expenditures of Federal Awards; and
the Independent Auditor’s Report, which reports on whether the included financial
information constitutes a fair presentation of the financial position and results of
financial operations.
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3. Additional Information — contains basic information related to the Commission
(Exhibit 21) and the following reports and items required by generally accepted
government auditing standards and/or U.S. Office of Management and Budget (OMB)
Circular A-133 for federal compliance audits:

Report on Compliance and on Internal Control Over Financial Reporting Based on
an_Audit_of Financial Statements Performed in_Accordance With Government
Auditing Standards (Exhibit 22) — a report on internal control related to the financial
statements and a report on whether the Commission has complied with laws and
regulations which could have a direct and material effect on the Commission’s
financial statements.

Report On Compliance With Requirements Applicable to Each Major Program and
Internal Control Over Compliance in_Accordance With OMB Circular A-133
(Exhibit 23) — a report on internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to major federal programs and an opinion
on whether the Commission complied with laws, regulations, and the provisions of
contracts or grant agreements which could have a direct and material effect on each
major program.

Schedule of Findings and Questioned Costs (Exhibit 24) — a report summarizing the
results of the audit findings relating to the financial statements as required by
Government Auditing Standards and findings and questioned costs for federal awards
as required by OMB Circular A-133.

Auditee Response/Corrective _Action _Plan (Exhibit 25) — a response by the
Commission on the results of the audit and corrective action plan for federal audit
findings.

AUDIT COMMENTS

The Jefferson County Commission provides for public safety, construction and
maintenance of county roads and bridges, sanitation services, health and welfare services,
educational, cultural and recreational services to the citizens of Jefferson County.

The Birmingham Water Works Board (BWWB) and the City of Bessemer, Alabama —
Water Service Department (Bessemer Water Service) bill and collect sewer service charges
for the Jefferson County Commission (Commission). For the fiscal year ended September
30, 2000, neither BWWB nor Bessemer Water Service engaged an auditor to provide a
report on each entity’s internal controls that may be relevant to the Commission’s internal
controls.
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AUDIT FINDINGS

¢

The Alabama Competitive Bid Law requires that items be purchased for the bid price.
Chargers for two-way radios were purchased from the vendor who was awarded the
bid, but were not purchased for the price stated in that vendor’s bid.

The Code of Alabama 1975, Section 39-2-2(e), states “in case of an emergency
affecting public health, safety, or convenience, ...contracts may be let to the extent
necessary to meet the emergency without public advertisement.” This Code section
relieves the County from the requirements of public advertising, but does not relieve
the County from bidding. Jefferson County Commission did not bid emergency repairs
that were in excess of $50,000.

STATUS OF PRIOR AUDIT FINDINGS

Findings contained in the prior audit have been resolved except as follows:

¢

Procedures were not in place to ensure compliance with all contract provisions between
the Commission and Bessemer Water Service for sewer billing services.

At September 30, 2000, the following fund had a deficit fund balance:

| Road Fund | $2,890,000 |

The Alabama Competitive Bid Law requires that entities obtain competitive bids for
purchases of goods and services costing $7,500.00 or more. The Commission bid
gasoline and fuel for a period of three years and awarded the bid to a local vendor.
However, the Commission made purchases of gasoline totaling $20,852.71 from
another vendor.

SUMMARY OF FEDERAL COMPLIANCE AND FEDERAL INTERNAL CONTROL

The Commission appears to have complied, in all material respects, with applicable federal
laws and regulations governing its major programs. There were no material weaknesses
noted in the internal controls related to major federal programs.

RECOMMENDATIONS

¢

The Commission should purchase bid items from the vendor awarded the bid at the bid
price.

The Commission should comply with the provisions of the Alabama Public Works
Law.

Procedures should be implemented to ensure compliance with all contract provisions
between the Commission and Bessemer Water Service for sewer billing services.
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¢ The Commission should eliminate the deficit fund balance.

¢ The Commission should comply with the provisions of the Alabama Competitive Bid

Law.

Sworn tg and subscribed before me this
the ¢/ day of h .20 of.

‘ Notary Public (')

Swom to and subscribed before me this

the day of (/1' ,200 7.
LVelowir UUHZ«%(I/
Notary Public () ©

Sworn to and subscribed before me this
th day of ,200 1 .

| Notary Public

Sworn to_and subscribed before me this

the |, day of ,200 1.
( _eja/m/é. oUAASL
Notary Public , J U
cm
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Independent Auditor’s Report

We have audited the accompanying primary government financial statements of the
Jefferson County Commission, as of and for the year ended September 30, 2000, as listed
in the table of contents as Exhibits 1 through 6. These financial statements are the
responsibility of the Jefferson County Commission’s 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.

A primary government is a legal entity or body politic and includes all funds,
organizations, institutions, agencies, departments, and offices that are not legally separate.
Such legally separate entities are referred to as component units. In our opinion, the
primary government financial statements referred to above present fairly, in all material
respects, the financial position of the primary government, the Jefferson County
Commission, as of September 30, 2000, and the results of its operations and the cash flows
of its proprietary fund types and similar trust fund for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

However, the primary government financial statements, because they do not include the
financial data of component units of Jefferson County, as discussed in Note 1, do not
purport to, and do not, present fairly the financial position of Jefferson County, as of
September 30, 2000, and the results of its operations and cash flows of its proprietary fund
types and similar trust fund 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
February 23, 2001 on our consideration of the Jefferson County Commission’s internal
control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts and grants. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.
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Our audit was performed for the purpose of forming an opinion on the primary government
financial statements of the Jefferson County Commission, taken as a whole. The
accompanying Schedule of Expenditures of Federal Awards (Exhibit 20) as required by
U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and the combining financial statements
(Exhibits 8 through 19) are presented for purposes of additional analysis and are not a
required part of the primary government financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the primary government
financial statements and, in our opinion, is fairly stated, in all material respects, in relation
to the primary government financial statements taken as a whole.

The Schedule of Funding Progress (Exhibit 7) is not a required part of the basic financial
statements but is 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
supplementary information. However, we did not audit the information and express no

opinion on it.
St

Ronald L. Jo#ts
Chief Examiner
Department of Examiners of Public Accounts

February 23, 2001
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Combined Balance Sheet

All Fund Types and Account Groups
September 30, 2000

(In Thousands)

Governmental Fund Types
Special Debt Capital
General Revenue Service Projects

ASSETS
Cash and Investments $ 34,039 $ 2,789 $ 89,713 $ 14,682
Accounts Receivable, Net 26
Loans Receivable, Net 3,473
Patient Accounts Receivable, Net
Interest Receivable 11
Contributions Receivable
Due from Other Governments 10,756 5,734 295
Inventories 197 1,814
Prepaid Expenses 465 16
Fixed Assets, Net Where Applicable
Amount Available in Debt Service Fund
Accreted Interest
Warrant Issuance Cost
Deferred Loss on Early Debt Retirement
Amount to Be Provided for Payment

of General Long-Term Debt
Amount to Be Provided for Payment of
Compensated Absences
TOTAL ASSETS $ 45483 $ 13,837 $ 89,713 $ 14,977

Jefferson County
Commission 1 Exhibit #1



Fiduciary

Account Groups

Proprietary Fund Types Fund Types General General Totals
Internal Trust and Fixed Long-Term  (Memorandum Only)
Enterprise Service Agency Assets Debt Current Year
$ 689,608 $ 12,699 $ 685,747 $ $ $ 1,529,277
12,795 26 12,847
610 4,083
7,741 7,741
5,670 5,681
572 572
1,514 2,520 20,819
1,590 1,021 4,622
607 141 1,229
1,082,532 14,122 199 359,944 1,456,797
87,230 87,230
5,482 5,482
23,058 23,058
3,230 3,230
113,498 113,498
9,673 9,673
$ 1,822,675 $ 30,529 $ 692,798 $ 359,944 $ 215,883 $ 3,285,839
Jefferson County
Commission Exhibit #1



Combined Balance Sheet

All Fund Types and Account Groups

September 30, 2000
(In Thousands)

Governmental Fund Types

General

Special Debt
Revenue Service

Capital
Projects

LIABILITIES AND FUND EQUITY
LIABILITIES
Cash Deficit
Accounts Payable
Deposits Payable
Due to Other Governments
Deferred Revenues
Other Payables
Accrued Payroll and Taxes
Accrued Interest Payable
Retainage Payable
Arbitrage Rebate Payable
Estimated Liability for Compensated Absences
Estimated Claims Liability
Warrants Payable
Estimated Liability for Closure/Postclosure
Care Costs
TOTAL LIABILITIES

FUND EQUITY
Retained Earnings
Investment in General Fixed Assets
Fund Balances:
Reserved for Inventory
Reserved for Petty Cash
Reserved for Mapping and Appraisal
Reserved for E-911
Reserved for CGH Foundation
Reserved for Loan Receivable
Reserved for Debt Service
Reserved for Trust Requirements
Reserved for Encumbrances
Reserved for Contingent Refunds
Reserved for Retirement/Disability Benefits
Unreserved
TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

654

89

4,932

761

$ 702 % $

756

4,370
92

351
2,483

443

3,610

6,442

6,715 2,483

3,610

197
66
691

(1,406)

2,689

36,804

1,814

668
3,473
87,230

15,304

(14,139)

27,595

(16,228)

39,041

7,122 87,230

11,367

$

45483 $ 13,837 $ 89,713 $

14,977

The accompanying Notes to the Financial Statements are an integral part of this statement.

Jefferson County
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Fiduciary Account Groups

Proprietary Fund Types Fund Types General General Totals

Internal Trust and Fixed Long-Term  (Memorandum Only)
Enterprise Service Agency Assets Debt Current Year

$ $ 2,145 $ $ $ $ 2,847
28,553 796 513 34,882
36 40
4,459
92
249 16 1 269
1,123 339 14 6,759
13,762 16,245
6,115 6,115
3,461 3,461
6,059 2,456 119 9,673 19,511
2,659 2,659
1,558,885 206,210 1,765,095
3,262 3,262
1,621,505 8,411 647 215,883 1,865,696
201,170 22,118 223,288
359,944 359,944
2,011
68
691
(1,406)
668
610 4,083
87,230
1,051 1,051
466 46,054
61,773 61,773
628,251 628,251
6,437
201,170 22,118 692,151 359,944 1,420,143
$ 1,822,675 $ 30,529 $ 692,798 $ 359,944 $ 215,883 $ 3,285,839

Jefferson County
Commission 4 Exhibit #1



Combined Statement of Revenues, Expenditures and Changes in Fund
Balances - All Governmental Fund Types and Expendable Trust Funds
For the Year Ended September 30, 2000

(In Thousands)

Governmental Fund Types

Special Debt
General Revenue Service

REVENUES

Taxes $ 61,050 $ 75,138 $

Licenses and Permits 58,606

Intergovernmental 14,427 17,466 726

Charges for Services 18,242 482 8

Indirect Cost Recovery 7,392

Investment Income 6,606 576 3,292

Miscellaneous 259 2,663
TOTAL REVENUES 166,582 96,325 4,026
EXPENDITURES
Current:

General Government 52,128 11,752

Public Safety 47,298 678

Highways and Roads 29,779

Health and Welfare 702 2,632

Culture and Recreation 12,677

Education 185
Capital Outlay 3,584 2,253
Debt Service:

Principal Retirement 15,252

Interest and Fiscal Charges 8,657
Indirect Cost 14,446 4,474 44
TOTAL EXPENDITURES 131,020 51,568 23,953
Excess of revenues over (under) expenditures 35,562 44,757 (19,927)
OTHER FINANCING SOURCES (USES)

Proceeds from Debt Transaction 107,125

Payment to Bond Agent (57,896)

Bond Discount and Issuance Costs (425)

Operating Transfers In 2 20,200 31,295

Proceeds from Sale of Fixed Assets 49 180

Operating Transfers Out (84,160) (64,796)
TOTAL OTHER FINANCING SOURCES (USES) (84,109) (44,416) 80,099
Excess of revenues and other sources

over (under) expenditures and other uses (48,547) 341 60,172
Fund balances at beginning of year 87,588 6,781 27,058
Fund balances at end of year $ 39,041 $ 7,122 % 87,230

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Fiduciary

Fund Type Totals
Capital Expendable (Memorandum Only)
Projects Trust Current Year
$ $ 136,188
58,606
4,733 2,220 39,572
873 19,605
7,392
332 23 10,829
220 96 3,238
6,158 2,339 275,430
1,312 65,192
47,976
6,952 36,731
3,334
12,677
185
31,993 108 37,938
15,252
8,657
19 18,983
38,945 1,439 246,925
(32,787) 900 28,505
107,125
(57,896)
(425)
32,812 84,309
95 3) 321
(4,487) (153,443)
28,420 (3) (20,009)
(4,367) 897 8,496
15,734 1,230 138,391
$ 11,367 2,127 $ 146,887

Jefferson County
Commission
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Combined Statement of Revenues, Expenditures and Changes in Fund
Balances - Budget and Actual - All Governmental Fund Types

For the Year Ended September 30, 2000

(In Thousands)

General
Variance
Favorable
Budget Actual (Unfavorable)

REVENUES

Taxes $ 60,026 $ 61,050 $ 1,024

Licenses and Permits 57,574 58,606 1,032

Intergovernmental 14,930 14,427 (503)

Charges for Services 18,268 18,242 (26)

Indirect Cost Recovery 7,045 7,392 347

Investment Income 6,907 6,606 (301)

Miscellaneous 295 259 (37)
TOTAL REVENUES 165,045 166,582 1,536
EXPENDITURES
Current:

General Government 55,083 52,128 2,955

Public Safety 46,061 47,298 (1,237)

Highways and Roads

Health and Welfare 702 702

Culture and Recreation 12,677 12,677

Education 186 185 1
Capital Outlay 5,541 3,584 1,957
Debt Service:

Principal Retirement

Interest and Fiscal Charges
Indirect Cost 14,485 14,446 39
TOTAL EXPENDITURES 134,735 131,020 3,715
Excess of revenues over (under) expenditures 30,310 35,562 5,252
OTHER FINANCING SOURCES (USES)

Proceeds from Debt Transaction

Payment to Bond Agent

Operating Transfers In 2 2

Process from Sale of Fixed Assets 100 49 (51)

Bond Discount and Issuance Costs

Operating Transfers Out (97,019) (84,160) 12,859
TOTAL OTHER FINANCING SOURCES (USES) (96,917) (84,109) 12,808
Excess of revenues and other sources

over (under) expenditures and other uses (66,607) (48,547) 18,060
Fund balances at beginning of year 87,589 87,588 (1)
Fund Balances at end of year $ 20,982 $ 39,041 $ 18,059

Jefferson County
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Special Revenue

Variance
Favorable
Budget Actual (Unfavorable)

$ 74,678 $ 75,138 $ 460
38,062 17,466 (20,596)

461 482 21

510 576 66

2,080 2,663 581
115,791 96,325 (19,468)

17,381 11,752 5,629

808 678 130

32,094 29,779 2,315

5,012 2,632 2,379

2,570 2,253 317
4,417 4,474 (57)

62,282 51,568 10,713
53,509 44,757 (8,755)
29,647 20,200 (9,446)

180 180
(25,890) (64,796) (38,906)
3,757 (44,416) (48,173)
57,266 341 (56,925)

6,781 6,781

$ 64,047 $ 7122 $ (56,925)

Jefferson County
Commission

Exhibit #3



Combined Statement of Revenues, Expenditures and Changes in Fund
Balances - Budget and Actual - All Governmental Fund Types

For the Year Ended September 30, 2000

(In Thousands)

Debt Service

Variance
Favorable
Budget Actual (Unfavorable)

REVENUES

Taxes $ $ $

Licenses and Permits

Intergovernmental 720 726 6

Charges for Services 11 8 3)

Indirect Cost Recovery

Investment Income 2,981 3,292 311

Miscellaneous
TOTAL REVENUES 3,712 4,026 314
EXPENDITURES
Current:

General Government

Public Safety

Highways and Roads

Health and Welfare

Culture and Recreation

Education
Capital Outlay
Debt Service:

Principal Retirement 12,622 15,252 (2,630)

Interest and Fiscal Charges 11,723 8,657 3,066
Indirect Cost 44 44
TOTAL EXPENDITURES 24,389 23,953 436
Excess of revenues over (under) expenditures (20,677) (19,927) 750
OTHER FINANCING SOURCES (USES)

Proceeds from Debt Transaction 107,125 107,125

Payment to Bond Agent (57,896) (57,896)

Operating Transfers In 31,295 31,295

Process from Sale of Fixed Assets

Bond Discount and Issuance Costs (333) (425) (92)

Operating Transfers Out
TOTAL OTHER FINANCING SOURCES (USES) 80,191 80,099 (92)
Excess of revenues and other sources

over (under) expenditures and other uses 59,514 60,172 658
Fund balances at beginning of year 27,058 27,058
Fund Balances at end of year $ 86,572 $ 87,230 $ 658

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Capital Projects

Variance
Favorable
Budget Actual (Unfavorable)
$ $ $
6,096 4,733 (1,363)
1,280 873 (407)
385 332 (53)
220 220
7,981 6,158 (1,823)
22,096 22,096
7,430 6,952 478
12,141 31,993 (19,852)
41,667 38,945 2,722
(33,686) (32,787) 899
5,044 32,812 27,768
27,769 95 (27,674)
(2,240) (4,487) (2,247)
30,573 28,420 (2,153)
(3,113) (4,367) (1,254)
15,733 15,734 1
$ 12,620 $ 11,367 $ (1,253)

Jefferson County
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Combined Statement of Revenues, Expenses and Changes in Fund

Equity - All Proprietary Fund Types
For the Year Ended September 30, 2000
(In Thousands)

Proprietary Fund Types Totals
Enterprise Internal (Memorandum Only)
Funds Service Funds Current Year
Operating Revenues
Taxes $ 4,487 3 $ 4,487
Intergovernmental 2,568 2,568
Charges for Services 80,021 17,996 98,017
Patient Revenue 30,636 30,636
Medicaid Disproportionate Share 3,294 3,294
Other Operating Revenue 4,480 4,480
Total Operating Revenues 122,918 20,564 143,482
Operating Expenses
Provisions for Bad Debt 2,666 2,666
Salaries 54,141 15,969 70,110
Employee Benefits and Payroll Taxes 11,716 4,009 15,725
Utilities 6,441 3,384 9,825
Supplies 11,359 3,557 14,916
Depreciation and Amortization 36,388 2,070 38,458
Outside Services 11,363 2,780 14,143
Services from other Hospitals 4,262 4,262
Jefferson Clinic 12,538 12,538
Office Expense 2,088 432 2,520
Closure and Postclosure Care Cost 220 2,088
Miscellaneous 2,682 3,627 6,309
Total Operating Expenses 155,864 35,828 191,692
Operating Income/(Loss) $ (32,946) $ (15,264) $ (48,210)
Jefferson County
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Combined Statement of Revenues, Expenses and Changes in Fund
Equity - All Proprietary Fund Types

For the Year Ended September 30, 2000

(In Thousands)

Proprietary Fund Types Totals
Enterprise Internal (Memorandum Only)
Funds Service Funds Current Year
Nonoperating Revenues (Expenses)
Arbitrage Rebates $ (2,858) $ $ (2,858)
Interest Revenue 46,681 119 46,800
Miscellaneous Revenue 1,171 394 1,565
Interest Expense (83,949) (83,949)
Indirect Cost (4,067) (323) (4,390)
Gain (Loss) on Sale of Fixed Assets (328) (43) (372)
Indirect Cost Recovery 15,979 15,979
Total Nonoperating Revenues (Expenses) (43,350) 16,126 (27,224)
Income/(Loss) Before Operating Transfers (76,296) 862 (75,434)
Operating Transfers
Operating Transfers In 68,667 5,982 74,649
Operating Transfers Out (5,509) (6) (5,515)
Total Operating Transfers 63,158 5,976 69,134
Net Income/(Loss) (13,138) 6,838 (6,300)
Fund Equity at beginning of year 214,308 15,280 229,588
Fund Equity at end of year $ 201,170 $ 22,118 $ 223,288

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Combined Statement of Cash Flows

All Proprietary Fund Types

For the Year Ended September 30, 2000
(In Thousands)

Proprietary Fund Types Totals
Enterprise Internal (Memorandum Only)
Funds Service Funds Current Year
Cash Flows from Operating Activities
Operating Income (Loss) $ (32,946) $ (15,264) $ (48,210)
Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activities
Depreciation 36,388 2,070 38,458
Provision for Bad Debts 1,871 1,871
(Increase)/Decrease in Accounts Receivable (679) (10) (689)
(Increase)/Decrease in Patients Receivable 200 200
(Increase)/Decrease in Prepaid Items (384) (84) (468)
(Increase)/Decrease in Due from
Governmental Units 52 148 200
(Increase)/Decrease in Due from Other Funds 5 5
(Increase)/Decrease in Inventory (205) 43 (162)
Increase/(Decrease) in Accounts Payable 1,537 334 1,871
Increase/(Decrease) in Other Accounts Payable (566) (94) (660)
Increase/(Decrease) in Accrued
Payroll and Taxes (1,889) (552) (2,441)
Increase/(Decrease) in Deposits Payable (4) (4)
Increase/(Decrease) in Retainage Payable 2,430 2,430
Increase/(Decrease) in Interest Payable (102) (102)
Increase/(Decrease) in Arbitrage Rebate Payable 2,858 2,858
Increase/(Decrease) in
Compensated Absences Payable 462 217 679
Increase/(Decrease) in Estimated Claims Liability (378) (378)
Increase/(Decrease) in Estimated Liability for
Landfill Postclosure Costs 168 168
Total Adjustments 42,137 1,699 43,836
Net Cash Provided/(Used) by Operating Activities
Carried Forward $ 9,191 $ (13,565) $ (4,374)

Jefferson County
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Combined Statement of Cash Flows

All Proprietary Fund Types

For the Year Ended September 30, 2000
(In Thousands)

Proprietary Fund Types Totals
Enterprise Internal (Memorandum Only)
Funds Service Funds Current Year

Net Cash Provided/(Used) by Operating Activities

Brought Forward $ 9,191 $ (13,565) $ (4,374)
Cash Flows from Non-Capital Financing
Activities

Operating Transfers In 68,667 5,982 74,649

Operating Transfers Out (5,509) (6) (5,515)

Increase/(Decrease) in Cash Deficit (12,608) 37 (12,571)

Received from Auxiliary Services 1,171 394 1,565

Indirect Cost Recovery 15,978 15,978

Indirect Cost (4,067) (322) (4,389)
Net Cash Provided/(Used) by Non-Capital

Financing Activities 47,654 22,063 69,717
Cash Flows from Capital and Related
Financing Activities

Interest Paid (83,949) (83,949)

Acquisition of Fixed Assets (289,435) (4,483) (293,918)

Principal Payments (13,090) (13,090)
Net Cash Provided/(Used) by Capital

and Related Financing Activities (386,474) (4,483) (390,957)
Cash Flows from Investing Activities

Interest and Dividend Income 46,681 119 46,800
Net Cash Provided/(Used) by Investing Activities 46,681 119 46,800
Net Increase/(Decrease) in Cash and

Cash Equivalents (282,948) 4,134 (278,814)
Cash and Investments, Beginning of Year 972,556 8,565 981,121
Cash and Investments, End of Year $ 689,608 $ 12,699 $ 702,307

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Statement of Changes in Plan Net Assets
Pension Trust Fund

For the Year Ended September 30, 2000
(In Thousands)

Pension
Trust Fund
Additions
Investment Income
Net Appreciation in Fair Value of Investments $ 72,959
Investments 20,760
Dividends 2,828
Total Investment Income 96,547
Less: Investment Manager Fees 1,524
Sub-Total 95,023
Contributions
Members 7,751
Employer 7,752
Total Contributions 15,503
Other
Pistol Permits 234
Other Income 66
Sub-Total 300
Total Additions 110,826
Deductions
Participant expenses
Benefits paid to participants and beneficiaries 14,110
Refunds of member contributions 1,539
Interest paid on refunds of member contributions 122
Sub-Total 15,771
Administrative expenses
Office Expenses 205
Other Expenses 43
Sub-Total 248
Total Deductions 16,019
Change in Net Assets 94,807
Net Assets Held in Trust for Pension Benefits
Beginning of Year 595,217
End of Year $ 690,024

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Notes to the Financial Statements
For the Year Ended September 30, 2000

Note 1 — Summary of Significant Accounting Policies

The financial statements of the Jefferson County Commission (the "Commission™), except for
the exclusion of the component units discussed below, have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant of
the Commission's accounting policies are described below.

A. Reporting Entity

Generally accepted accounting principles (GAAP) require that the financial statements present
the Commission (the primary government) and its component units. Component units generally
are legally separate entities for which a primary government is financially accountable.
Financial accountability ordinarily involves meeting the following criteria: 1) the primary
government appoints a voting majority of the organization's governing body and the primary
government is able to impose its will upon the potential component unit, or there is a possibility
that the potential component unit may provide specific financial benefits or impose specific
financial burdens on the primary government or 2) the potential component unit is fiscally
dependent on the primary government. A potential component unit is considered fiscally
dependent if it does not have the authority to do all three of the following: 1) determine its own
budget without another government having the authority to approve and modify that budget, 2)
levy taxes or set rates or charges without approval by another government, and 3) issue bonded
debt without approval by another government.

Based on the application of the above criteria, the following entities are component units of the
Commission: Jefferson Tax Collector — Birmingham and Bessemer Divisions, Tax Assessor —
Birmingham and Bessemer Divisions, Revenue Commission, Probate Judge — Birmingham and
Bessemer Division, Sheriff, Treasurer — Birmingham Division and Deputy Treasurer — Bessemer
Division. Separate legal compliance examination reports are issued for these component units
and these reports can be obtained from the State of Alabama, Department of Examiners of Public
Accounts.

The accompanying financial statements reflect the activity of the Commission (the primary
government), and do not include all of the financial activities of the component units listed above
as required by generally accepted accounting principles.

B. Fund Accounting

The Commission uses funds and account groups to report on its financial position and the results
of its operations. Fund accounting is designed to demonstrate legal compliance and to aid
financial management by segregating transactions related to certain government functions or
activities.

Jefferson County 16
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Notes to the Financial Statements
For the Year Ended September 30, 2000

A fund is a separate accounting entity with a self-balancing set of accounts. An account group,
on the other hand, is a financial reporting device designed to provide accountability for certain
assets and liabilities that are not recorded in the funds because they do not directly affect net
expendable available financial resources.

Funds are classified into three categories: governmental, proprietary and fiduciary. Each
category, in turn, is divided into separate "fund types."”

Governmental Fund Types

Governmental fund types are used to account for all or most of a government's general activities,
including the collection and disbursement of earmarked monies (special revenue funds), the
acquisition or construction of general fixed assets (capital projects funds), and the servicing of
general long-term debt (debt service funds). The general fund is used to account for all activities
of the general government not accounted for in some other fund.

General Fund

The Commission primarily received revenues from collections of occupational taxes, county
sales taxes, property taxes and revenues collected by the State of Alabama and shared with the
County.

Special Revenue Funds

The Commission used the following special revenue funds:

¢ Indigent Care Fund — This fund is used to account for the expenditure of beverage and sales
taxes designated for indigent county residents.

¢ Road Fund — This fund is used to account for the County’s share of the following taxes:
7-cent and 4-cent per gallon gasoline tax, the 5-cent per gallon supplemental excise tax, the
2-cent per gallon inspection fee, motor vehicle and truck license taxes and fees, and driver’s
license revenue. Revenues are earmarked for building and maintaining county roads and
bridges.

¢ Senior Citizens’ Activities Fund — This fund is used to account for the expenditure of federal
and county funds to provide social, nutritional, transportation, and other services to elderly
residents of Jefferson County.

¢ Bridge and Public Building Fund — This fund is used to account for the expenditure of
special county property taxes for building and maintaining public buildings, roads and
bridges.
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Notes to the Financial Statements
For the Year Ended September 30, 2000

¢ Community Development Fund — This fund is used to account for the expenditure of federal
block grant funds.

¢ CDBG/EDA Revolving Loan Fund — This fund is used to account for the Commission’s
administration of various loan programs for rental housing rehabilitation and economic
development.

¢ Home Grant Fund — This fund is used to account for the expenditure of funds received from
the U.S. Department of Housing and Urban Development.

¢ Emergency Management Fund — This fund is used to account for the expenditure of funds
received for disaster assistance programs.

Debt Service Funds

Debt service funds are used to account for the accumulation of resources for, and the payment of,
the Commission's general long-term debt principal and interest. During the fiscal year ended
September 30, 2000, the Commission had one debt service fund.

Capital Projects Funds

Capital projects funds are used to account for financial resources to be used for the acquisition or
construction of major capital facilities (other than those financed by proprietary funds). During
the fiscal year ended September 30, 2000, the Commission had the following capital projects
funds:

+ Capital Improvements Fund — This fund is used to account for the financial resources used
in the improvement of major capital facilities.

¢ Road Construction Fund — This fund is used to account for the financial resources used in
the construction of roads.

Proprietary Fund Types

Proprietary fund types are used to account for activities similar to those found in the private
sector, where the determination of net income is necessary or useful to sound financial
administration. Goods or services for such activities can be provided either to outside parties
(enterprise funds) or to other departments or agencies primarily within the County (internal
service funds).
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Notes to the Financial Statements
For the Year Ended September 30, 2000

Enterprise Funds

These funds are used to account for activities where the intent of the Commission is that the
costs of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or where the Commission decided that periodic
income determination is appropriate for capital maintenance, public policy, management control
accountability or other purposes.

The Commission operates the following enterprises:
¢ Cooper Green Hospital Fund — The fund is used to account for the operations of the Cooper

Green Hospital.  Operating revenues are derived from net patient charges and
reimbursements from third parties including Medicare and Medicaid.

¢ County Home Fund — This fund is used to account for the operations of in-patient nursing
facilities. Net revenues are received from patient charges and reimbursements from third
parties, principally Medicaid.

¢ Landfill Operations Fund — This fund is used to account for the operations of the County’s
landfill systems. Revenues are generated primarily through user charges.

¢ Sanitary Operations Fund — This fund is used to account for the operations of the County’s
sanitary sewer systems. Revenues are generated primarily through user charges, impact fees
and designated ad valorem taxes.

¢ Parking Deck Fund — This fund is used to account for the operations of the County parking
deck. Revenues are generated through user charges.

Internal Service Funds

These funds are used to account for the financing of goods and services provided by a county
department or agency to other county departments and agencies or to other governmental units
on a cost reimbursement basis and for a governmental entity's risk financing activities. During
the fiscal year ended September 30, 2000, the Commission had the following internal service
funds:

¢ Risk Management Fund — This fund is used to account for resources to provide insurance
needs to County departments.

¢ Personnel Board Fund — This fund is used to account for resources for providing personnel
to County departments and other governmental units by the Jefferson County Personnel
Board.
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¢ Elections Fund - This fund is used to account for resources for holding County elections.

¢ Information Services Fund — This fund is used to account for resources for providing data
processing, microfilming and related services to the various County departments.

¢ Fleet Management Fund — This fund is used to account for resources for providing and
maintaining vehicles to County departments.

¢ Central Laundry Fund — This fund is used to account for resources for providing laundry
services to County departments.

¢ Printing Fund - This fund is used to account for resources for providing printing, postage
and related services to County departments.

¢ Building Services Fund — This fund is used to account for resources for providing building
maintenance and other related services for the County.

Fiduciary Fund Types

Fiduciary fund types are used to account for resources held by the Commission in a trustee
capacity. Assets of fiduciary fund types do not belong to the Commission; the Commission has a
liability to disburse those assets to specific individuals or organizations. These funds include
expendable trust and pension trust funds.

Expendable Trust Fund

¢ Stormwater Management Authority Fund — This fund is used to account for the expenditure
of intergovernmental revenues to assist member governing bodies with compliance with
federal and state laws relating to storm water discharges.

¢ City of Birmingham Revolving Loan Fund - This fund is used to account for the
Commission’s administration of the City of Birmingham revolving loan program for
economic development.

Pension Trust Fund

¢ General Retirement System Fund — This fund is used to account for all transactions related
to resources held in trust for the General Retirement System (GRS) for Employees of
Jefferson County.
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ACCOUNT GROUPS

Account groups are used to establish accounting control and accountability for the Commission’s
general fixed assets and the unmatured principal of its general long-term debt. These account
groups are not funds. They do not reflect available financial resources and related liabilities - but
are accounting records of the general fixed assets and general long-term debt and certain
associated information.

¢ General Fixed Assets Account Group — This account group is used to account for all
Commission fixed assets except those related to specific proprietary funds.

¢ General Long-Term Debt Account Group — This account group is used to account for all
unmatured long-term liabilities of the Commission except for the long-term liabilities of
proprietary funds.

C. Basis of Accounting

The basis of accounting refers to when revenues and expenditures or expenses are recognized in
the accounts and reported in the financial statements.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds and expendable trust funds are accounted for using
a current financial resources measurement focus. With this measurement focus, only current
assets and current liabilities generally are included on the balance sheet. Operating statements of
these funds present increases (i.e., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) in net current assets.

All proprietary funds and pension trust funds are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and all liabilities associated with
the operation of these funds are included on the balance sheet. Fund equity (i.e., net total assets)
consists of retained earnings components. Proprietary fund type operating statements present
increases (e.g., revenues) and decreases (e.g., expenses) in net total assets.

The modified accrual basis of accounting is used by all governmental fund types and expendable
trust funds. Under the modified accrual basis of accounting, revenues are recognized when
susceptible to accrual (i.e., when they become both measurable and available). "Measurable"”
means the amount of the transaction can be determined and "available” means collectible within
the current period or soon enough thereafter to be used to pay liabilities of the current period.
Expenditures are recorded when the related fund liability is incurred. Principal and interest on
general long-term debt are recorded as fund liabilities when due or when amounts have been
accumulated in the debt service fund for payments to be made early in the following year.
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Those revenues that were accrued are those due from the federal government; State of Alabama;
Jefferson County Revenue Department, Jefferson County Tax Collector, Jefferson County
Probate Court, and various other Jefferson County agencies; municipalities; County Home
residents; landfill customers; clients of Cooper Green; and interest revenue. Other revenues are
not material or generally susceptible to accrual because they are not measurable until received in
cash.

The accrual basis of accounting is utilized by proprietary fund types and the pension trust fund.
Under this method, revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred.

The Commission reports deferred revenue on its combined balance sheet. Deferred revenues
arise when a potential revenue does not meet both the "measurable™ and "available™ criteria for
recognition in the current period. Deferred revenues also arise when resources are received by
the government before it has a legal claim to them, as when grant monies are received prior to
the incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition
criteria are met, or when the government has a legal claim to the resources, the liability for
deferred revenue is removed from the combined balance sheet and revenue is recognized.

D. Budgets

Budgets are adopted on a basis consistent with generally accepted accounting principles. Annual
appropriated budgets are adopted for the general, special revenue, debt service and capital
projects funds. All annual appropriations lapse at fiscal year end.

Encumbrances represent commitments related to unperformed contracts for goods or services.
Encumbrance accounting -- under which purchase orders, contracts and other commitments for
the expenditure of resources are recorded to reserve that portion of the applicable appropriation -
- is utilized in the governmental funds. Encumbrances outstanding at year-end are reported as
reservations of fund balances and do not constitute expenditures or liabilities because the
commitments will be honored during the subsequent year.

E. Cash, Cash Equivalents and Investments

Cash includes amounts in demand deposits as well as short-term investments with a maturity
date within three months of the date acquired by the government. For purposes of the statement
of cash flows, the proprietary fund type considers all highly liquid investments with a maturity of
three months or less when purchased to be cash equivalents.

State statutes authorize the County Commission to invest in obligations of the U.S. Treasury and
securities of federal agencies and certificates of deposit.
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Investments are stated at fair value or amortized cost. Investments held in escrow for retainage
on construction contracts and as surety for purchase commitments are stated at fair value.

F. Inventories

Inventories are valued at cost, which approximates market, using the first-in/first-out (FIFO)
method. The costs of governmental fund type inventories are recorded as expenditures when
consumed rather than when purchased.

G. Prepaid Items

Payments made to vendors for services that will benefit periods beyond September 30, 2000, are
recorded as prepaid items.

H. Fixed Assets

Governmental Funds -- General fixed assets are not capitalized in the funds used to acquire or
construct them. Instead, capital acquisition and construction are reflected as expenditures in
governmental funds, and the related assets are reported in the general fixed assets account group.
All purchased fixed assets are valued at cost where historical records are available and at an
estimated historical cost where no historical records exist. Donated fixed assets are valued at
their estimated fair market value on the date received.

Depreciation is not recorded or provided on general fixed assets. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend asset lives
are not capitalized.

Public domain (“infrastructure™) general fixed assets consisting of roads, bridges, curbs and
gutters, streets and sidewalks, drainage systems and lighting systems are not capitalized, as these
assets are immovable and of value only to the government.

Proprietary Funds -- Depreciation of all exhaustible fixed assets used by proprietary funds is
charged as an expense against operations. Accumulated depreciation is reported on proprietary
fund balance sheets. Depreciation has been provided over the estimated useful lives using
straight-line method. The estimated useful lives are as follows:

Years
Buildings 28-50
Improvements 28
Equipment 5-30
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I. Other Debits

The general long-term debt account group reflects an account entitled “Amount to be Provided
for Retirement of General Long-Term Debt” and “Amount to be Provided for Payment of
Compensated Absences.” These accounts have debit balances and are offset by corresponding
payables. They do not constitute assets of the Commission.

J. Compensated Absences

The Commission has a standard leave policy for its full-time employees as to sick and vacation
leave.

Vacation Leave

Vacation Leave
Length of Service Earned (Per Month)

0-12 years 1 day
12-25 years 1 1/2 days
Over 25 years 2 days

Vacation earned but not used during the calendar year may be accumulated up to a maximum of
forty days. Vacation leave earned in excess of the maximum accumulation must be used by
December 31 of each year or it shall be forfeited. A permanent employee terminating from
County service in good standing shall be compensated by unused earned vacation not to exceed
40 days.

Sick Leave

Sick leave shall be earned at the rate of one day for each month of service. Sick leave earned but
not used during the calendar year may be accumulated with no maximum limit. A permanent
employee who resigns or retires from the county in good standing after five years of service may,
subject to the approval of the appointing authority, receive pay for fifty percent of the
accumulated sick leave not to exceed 30 days.

Compensatory Leave

Eligible county employees covered by provisions of the Fair Labor Standards Act are paid for
overtime hours worked at the rate of time-and-one half. In some instances, the employee may be
offered compensatory leave.
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Maximum limitations of accumulated compensatory time are as follows:

¢ Public Safety employees may accrue a maximum of 480 hours
¢ All other employees may accrue a maximum of 240 hours

Any employee’s accrual of overtime in excess of the maximum limitation shall, within the
following pay period, be disposed of by either (a) payment at the current hourly pay step of the
employee or (b) granting equivalent time off.

The Commission uses the termination method to accrue its sick leave liability. Termination
Payment Method - Under this method an accrual for earned sick leave is made only to the extent
it is probable that the benefits will result in termination payment, rather than be taken as
absences due to illness or other contingencies, such as medical appointments and funerals.

As of September 30, 2000, the liability for accrued vacation and compensatory leave is
approximately $12,126,000. The amounts applicable to the proprietary funds of $5,189,000 have
been recorded in those funds. Only the current portion of $1,128,000 has been reported as a
liability in the governmental funds and fiduciary funds. The remainder of $5,809,000 has been
recorded in the General Long-Term Debt Account Group (GLTDAG).

As of September 30, 2000, the liability for accrued sick leave is approximately $7,385,000. The
amounts applicable to the proprietary funds of $3,326,000 have been recorded in those funds.
Only the current portion of $195,000 has been reported as a liability in the governmental funds
and fiduciary funds. The remainder of $3,864,000 has been recorded in the General Long-Term
Debt Account Group (GLTDAG).

K. Long-Term Obligations

Long-term debt is recognized as a liability of a governmental fund when due, or when resources
have been accumulated in the debt service fund for payment early in the following year. For
other long-term obligations, only that portion expected to be financed from expendable available
financial resources is reported as a fund liability of a governmental fund. The remaining portion
of such obligations is reported in the general long-term debt account group. Long-term liabilities
expected to be financed from proprietary fund operations are accounted for in those funds.

L. Fund Equity

Reserves represent those portions of fund equity not appropriable for expenditure or legally
segregated for a specific future use.
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M. Bond Discounts/Issuance Costs

In governmental fund types, bond discounts and issuance costs are recognized in the current
period. Bond discounts and issuance costs for proprietary fund types are deferred and amortized
over the term of the bonds using the straight-line method.

Bond discount/issue cost of the Series 1999-A Sewer Revenue Warrants contain deferred costs
of $8,003,000 that are being amortized over 40 years. At September 30, 2000, the unamortized
deferred cost of the 1999-A issue was $7,686,000.

Bond discount/issue cost of the Series 1997-A Sewer Revenue Refunding Warrants contain
deferred costs of $9,956,000 that are being amortized over 30 years. At September 30, 2000, the
unamortized deferred cost of the 1997-A issue was $8,739,000.

Bond discount/issue cost of the Series 1997-B Sewer Revenue Refunding Warrants contain
deferred costs of $509,000 that are being amortized over 6 years. At September 30, 2000, the
unamortized deferred cost of the 1997-B issue was $198,000.

Bond discount/issue cost of the Series 1997-C Sewer Revenue Refunding Warrants contain
deferred costs of $946,000 that are being amortized over 18 years. At September 30, 2000, the
unamortized deferred cost of the 1997-C issue was $753,000.

Bond discount/issue cost of the Series 1997-D Sewer Revenue Warrants contain deferred costs
of $6,320,000 that are being amortized over 30 years. At September 30, 2000, the unamortized
deferred cost of the 1997-D issue was $5,565,000.

Bond discount/issue cost of the Series 1996 Landfill Warrants contain deferred costs of $212,000
that are being amortized over 10 years. At September 30, 2000, the unamortized deferred cost of
this issue was $117,000.

N. Interfund Transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses.
Transactions that constitute reimbursements to a fund for expenditures/expenses initially made
from it that are properly applicable to another fund, are recorded as expenditures/expenses in the
reimbursing fund and as reductions of expenditures/expenses in the fund that is reimbursed.

All other interfund transactions, except quasi-external transactions and reimbursements, are
reported as operating transfers.
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0. Memorandum Only - Total Columns

Total columns on the financial statements are captioned "memorandum only"” to indicate that
they are presented only to facilitate financial analysis. Data in these columns do not present
financial position, results of operations or changes in financial position in conformity with
generally accepted accounting principles. Neither are such data comparable to a consolidation.
Interfund eliminations have not been made in the aggregation of this data.

P. Comparative Data

Comparative total data for the prior year have been presented in the accompanying financial
statements in order to provide an understanding of changes in the government’s financial
position and operations. However, comparative data have not been presented in all statements
because their inclusion would make certain statements unduly complex and difficult to
understand.

Q. Property Taxes

Millage rates are levied at the first regular meeting of the Commission in February of each year.
Property taxes are assessed for property as of October 1 of the preceding year based on the
millage rates established by the County Commission. Property taxes are due and payable
October 1 and are delinquent after December 31.

R. Policy re: FASB Pronouncements for Proprietary Activities

The Commission, in accounting for its proprietary activities, follows all applicable GASB
pronouncements as well as the following pronouncements issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict GASB
pronouncements: Financial Accounting Standards Board (FASB) Statements and Interpretations,
Accounting Principles Board (APB) Opinions, and Accounting Research Bulletins (ARBS).

Note 2 — Budgets and Appropriations

The State Legislature enacted the County Financial Control Act of 1935, which is the present
statutory basis for county budgeting operations. Under the terms of the County Financial
Control Act, each county commission, at some meeting in September of each year, but in any
event not later than the first meeting in October must estimate the County's revenues and
expenditures and appropriate for the various purposes the respective amounts that are to be used
for each purpose. The appropriations must not exceed the total revenues available for
appropriation. Expenditures may not legally exceed appropriations.
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The budget is usually divided into two parts - an operating budget and a capital budget. The
operating budget addresses the immediate problems of providing services, paying personnel, and
purchasing equipment. The capital budget address major equipment, furniture purchases, and
public works projects.

Budgets may be adjusted during the fiscal year when approved by the County Commission. Any
changes must be within the revenues and reserves estimated to be available.

Note 3 — Deposits and Investments

The Commission’s deposits at year-end were entirely covered by federal depository insurance or
by collateral held by the pledging financial institution’s trust department in the Commission’s
name.

Statutes authorize the Commission to invest in obligations of the U.S. Treasury and federal
agency securities. The Commission’s investments are categorized below to give an indication of
the level of risk assumed by the entity at year-end. Category 1 includes investments that are
insured or registered or securities held by the Commission or its agent in the Commission’s
name. Category 2 includes uninsured and unregistered investments for which the securities are
held by the counterparty’s trust department or agent in the Commission’s name. Category 3
includes uninsured and unregistered investments for which securities are held by the
counterparty or its trust department or agent but not in the Commission’s name.

(In Thousands)

Category Recorded Fair

1 2 3 Amount Value
U.S. Government Securities $ 485,067 $ $ $ 485,067 $ 485,067
Repurchase Agreements 542,230 542,230 542,230
Corporate Obligations* 148,267 148,267 148,267
Common Stocks* 301,094 310,094 310,094
Total Investments $1,476,658 $ $ $1,476,658 $1,476,658

*Investments of General Retirement System for Employees of Jefferson County.

The County has entered into contracts for construction of various facilities within Jefferson
County. Amounts were provided by some contractors that were used to purchase certificates of
deposits and U.S. Government securities to be held by designated financial institutions in the
name of the contractors and the Jefferson County Commission in lieu of retainage. These
securities totaling $6,114,742.32 are included as part of Cash and Investments on Exhibit 1, but
are not included in deposits and investments discussed above. They are not covered by collateral
agreements between financial institutions and the Jefferson County Commission and the terms of
collateralization agreements between the contractors and the financial institutions are not known.
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The Commission uses several methods for investing money. The investments managed by the
Jefferson County Treasurer are reported at amortized cost. The Commission maintains a
portfolio of short-term maturity investments, which are reported at amortized cost. The
Commission also maintains a portfolio of intermediate maturity investments that are reported at
fair value. The Commission’s fiscal agent or custodian provides the fair value to the
Commission of all intermediate maturity investments. The Commission is the only investor in
its investment portfolios.

Note 4 — Due From Other Governments

Amounts due from other governments included on the accompanying financial statements as of
September 30, 2000, are as follows:

(In Thousands)
Special Capital Internal
General Revenue Projects Enterprise  Service
Fund Funds Fund Funds Funds Totals

Federal $ 5 $1,336 $ $ $ $ 1,341
State 835 63 1,023 28 1,949
County 9,388 4,252 56 312 14,008
Municipal 528 83 295 435 2,180 3,521
Total $10,756 $5,734 $295 $1,514 $2,520 $20,819

Note 5 — Receivables

Accounts Receivables

Amounts recorded as accounts receivable for governmental fund types and proprietary fund
types consist primarily of amounts due from individuals less an allowance account for amounts
estimated to be uncollectible. The balances for accounts receivable at September 30, 2000, are
listed as follows:

(In Thousands)
Governmental
Fund Type  Proprietary Fund Types
Internal Grand
General Enterprise Service Total
Accounts Receivable $26 $16,360 $26 $16,412
Allowance Account (3,565) (3,565)
Net Accounts Receivable $26 $12,795 $26  $12,847
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Patient Receivables

Patient receivables in the proprietary funds are from patients, insurance companies and third-
party reimbursement contractual agencies and are recorded less an allowance for uncollectible
accounts, charity accounts and other uncertainties. Certain third-party insured accounts (Blue
Cross, Medicare, and Medicaid) are based on contractual agreements, which generally result in
collecting less than the established rates. Final determination of payments under these
agreements are subject to review by appropriate authorities. Doubtful accounts are written off
against the allowance as deemed uncollectible and recorded as recoveries of bad debts if
subsequently collected.

(In Thousands)
Enterprise
Funds
Patient Receivables $15,847
Allowance Account (8,106)
Net Patient Receivables $7,741

Loan Receivables

Jefferson County issues long-term loans through the Community Development Office for house
repairs of low and moderate-income homeowners and for firms that may not have access to
sufficient long-term capital financing. These loans (net an allowance account) totaled
$3,473,000 at September 30, 2000.

Jefferson County, as lead agency, administers a joint grant agreement with the City of
Birmingham for Title 1X Revolving Loans Funds to provide funding for qualifying private
enterprises. At September 30, 2000, the balance of loans receivable (net of an allowance
account) for the City of Birmingham totaled $610,000.
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Note 6 — Changes in Fixed Assets

A summary of changes in the Commission's general fixed assets is as follows:

(In Thousands)
Balance Balance
10/01/1999 Additions Reductions 9/30/2000

Land $ 10,729 $ 323 $2,028 $ 9,024
Buildings 182,689 6,677 189,366
Improvements Other Than Land/Buildings 7,819 34 7,785
Equipment and Furniture 74,438 8,367 4,773 78,032
Construction in Progress 50,484 25,440 187 75,737
Total $326,159 $40,807 $7,022 $359,944

A summary of changes in expendable trust fund fixed assets is as follows:

(In Thousands)
Balance Balance
10/01/1999 Additions Reductions  9/30/2000

Equipment and Furniture $229 $127 % $356
Less: Accumulated

Depreciation (99) (58) (157)

Total $130 $69 $ $199

A summary of changes in property, plant, and equipment of proprietary funds is as follows:

Enterprise Funds

(In Thousands)
Balance Balance
10/01/1999  Additions  Reductions  9/30/2000
Land $ 15,516 $ 4,797 $ $ 20,313
Buildings 246,439 20,830 705 266,564
Improvements Other Than Land/Buildings 454,082 109,078 309 562,851
Equipment and Furniture 42,633 3,082 544 45,171
Construction in Progress 366,118 280,407 133,440 513,085
Sub-Total 1,124,788 418,194 134,998 1,407,984
Less: Accumulated Depreciation (291,601) (35,517) 1,666 (325,452)
Total $ 833,187 $382,677 $133,332  $1,082,532
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Internal Service Funds

(In Thousands)
Balance Balance
10/01/1999 Additions Reductions 9/30/2000

Land $ 76 $ $ $ 76
Buildings 6,640 79 6,719
Improvements Other Than Land/Buildings 542 6 548
Equipment and Furniture 10,723 4,386 1,129 13,980
Construction in Progress 624 624
Sub-Total 18,605 4,471 1,129 21,947
Less: Accumulated Depreciation (6,855) (2,095) 1,125 (7,825)
Total $11,750 $2,376 $ 4 $14,122

Note 7 — Operating Leases

The Commission is obligated under certain leases accounted for as operating leases. Operating
leases do not give rise to property rights or lease obligations, and therefore the results of the lease
agreements are not reflected in the Commission's account groups. During the fiscal year ended
September 30, 2000, the Commission paid a total of $1,323,000 for operating leases.

The following is a schedule by fiscal years of future minimum rental payments required under
operating leases for facilities that have initial or remaining noncancelable lease terms in excess
of one year as of September 30, 2000:

(In Thousands)
Facilities and
Equipment

2000-01 $ 244

2001-02 244

2002-03 244

2003-04 196

2004-05 196

Thereafter 1,901
Total Minimum Payments Required $3,025
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Note 8 — County Appropriation Agreement

During the 1989 fiscal year, the Birmingham-Jefferson Civic Center Authority (Authority) issued
$132,380,000 in Capital Outlay Special Tax Bonds, Series 1989. The bonds are limited
obligations of the Authority, payable solely out of certain tax proceeds to be received by the
Authority pursuant to the separate Pledge and Appropriation Agreements between the City of
Birmingham and the Authority and Jefferson County and the Authority.

The County levies a special privilege or license tax (the County Occupational Tax) at the rate of
one-half of one percent of the gross receipts of each person following a vocation, occupation,
calling or profession within the County. In the County Appropriation Agreement, the County
agreed to pay the Authority, from proceeds of the County Occupation Tax, the first $10,000,000
collected in 1989 and in each year thereafter until and including 2008.

Note 9 — Risk Management

The Commission is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Commission maintains a risk management program in order to minimize its exposures to loss.
Risk financing for these various exposures is accomplished through the following methods:

¢ General and Auto Liability - Self-insured with an established internal service fund to finance
losses.

¢ Workers’” Compensation - Self-insured with a retention of $350,000, with excess coverage
for statutory amounts above the retention covered by commercial insurance.

¢ Property Insurance - Commercial insurance coverage purchased in the amount of $100
million per occurrence, except a separate annual aggregate of $50 million flood and
earthquake, to include the following sub-limits: 1) $20 million per occurrence as respects to
property in the course of construction, builder’s risks and installation or erection; 2) $10
million per occurrence separately as respects to demolition, increased cost of construction
and building ordinance; 3) $5 million as respects to extra expense and 4) $1 million as
respects to transit.

¢ Boiler and Machinery Insurance - Commercial insurance coverage purchased in the amount
of $30 million per occurrence.

¢ Hospital and Nursing Home Medical Malpractice and General Liability - Insured through
the County’s participation in the Alabama Hospital Association Trust Fund with limits of
$1 million per occurrence with a $3 million per report year aggregate.
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Risk Management negotiates with private providers and administers health, life, accidental death
and dismemberment, and dental insurance for its employees and dependents. Jefferson County
Commission pays approximately 86% of health, 100% of basic life and accidental death and
dismemberment, and the employees pay 100% of dental insurance and other voluntary insurance
plans.

The schedule below presents the changes in claims liabilities for the past two years for the three
types of self-insured activities; general liability, auto liability, and workers' compensation:

(In Thousands)

General Workers'
Liability Auto Liability Compensation Totals

2000 1999 2000 1999 2000 1999 2000 1999

Unpaid claims and claim adjustment expenses at
beginning of fiscal year $551 $108  $200 $120 $2,286 $1,612 $3,037 $1,840
Incurred claims and claim adjustment expenses:
Provision for insured events of current fiscal Year 404 378 90 125 591 699 1,085 1,202
Increases in provision for insured events of prior
fiscal years 313 73 1,186 1,572

Total incurred claims and claim adjustment
expenses 404 691 90 198 501 1885 1,085 2,774

Payments:
Claims and claim adjustment expenses

attributable to insured events of current fiscal year 270 248 315 118 878 1,211 1,463 1,577
Claims and claim adjustment expenses
attributable to insured events of prior fiscal year

Totals payments 270 248 315 118 878 1,211 1463 1577
Total unpaid claim and claim adjustment expenses
at end of fiscal year $685 $551  $(25) $200 $1,999 $2,286 $2,659 $3,037

Note 10 — Litigation

On April 12, 1992, a class action was filed in Jefferson County Circuit Court by two sets of
plaintiffs that are subject to the Special County License (Occupational) Tax. They contend that
this tax violates the equal protection and due process clauses of the Fourteenth Amendment to
the United States Constitution because of exemptions allowed to certain occupations. In
addition, those plaintiffs who are federal employees claim that the Special County License Tax
violates their rights under provision of the Buck Act which allows state and local taxation of
compensation of federal officers and employees because of the source of compensation. The
plaintiffs seek damages in the amount of taxes collected since January 1, 1988, costs, interest and
attorney’s fees and an injunction against the collection of the Special County License Tax in its
current form with respect to all taxpayers. The County estimates a possible liability of $500
million in refunds plus the additional loss of future revenues.
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State legislators repealed the Special County License (Occupational) Tax effective
April 1, 2000, and a new occupational tax was implemented by Act Number 2000-215, Acts of
Alabama. The trial court enjoined the County from implementing the tax, therefore, the tax was
never collected. The case is presently on appeal to the Alabama Supreme Court.

Note 11 — Changes in Long-Term Debt

The following is a summary of general long-term debt transactions for the Commission for the
year ended September 30, 2000:

(In Thousands)
Debt Outstanding  Issued/ Repaid/ Debt Outstanding
October 1, 1999 Increased Decreased September 30, 2000

General Obligation Warrants $171,370  $107,125 $72,285 $206,210
Estimated Liability for

Compensated Absences 9,403 270 9,673

Total $180,773  $107,395 $72,285 $215,883

The following is a summary of proprietary long-term debt transactions for the Commission for
the year ended September 30, 2000:

(In Thousands)
Debt Outstanding  Issued/ Repaid/ Debt Outstanding

October 1, 1999 Increased Decreased September 30, 2000

Warrants Payable $1,571,975 $ $13,090 $1,558,885
Estimated Liability for

Postclosure Landfill Costs 3,094 209 41 3,262

Estimated Claims Liability 3,037 1,085 1,463 2,659
Estimated Liability for

Compensated Absences 7,837 678 8,515

Total $1,585,943 $1,972 $14,594 $1,573,321
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The following is a schedule of debt service requirements to maturity:

Jefferson County
Commission

(In Thousands)
General Obligation Warrants Revenue Warrants Total Principal
and Interest
Fiscal Year Ended Principal Interest Principal Interest Requirements
September 30, 2001 $ 15,220 $10,697 $ 15,653 $ 82,164 $ 123,716
2002 13,635 9,516 8,495 81,439 113,085
2003 13,995 8,821 13,300 80,782 116,898
2004 21,570 8,204 2,595 80,320 112,689
2005 117,140 2,743 8,575 80,213 208,671
2006 15,460 1,857 6,490 79,808 103,615
2007 15,810 1,344 2,935 79,494 99,583
2008 5,815 815 3,055 79,373 89,058
2009 6,145 510 3,180 79,246 89,081
2010 3,420 184 3,310 79,115 86,029
2011 3,450 78,978 82,428
2012 3,590 78,835 82,425
2013 78,687 82,427
2014 3,895 78,533 82,428
2015 4,055 78,372 82,427
2016 78,289 78,289
2017 26,770 77,690 104,460
2018 29,745 76,135 105,880
2019 32,945 74,408 107,353
2020 36,480 72,499 108,979
2021 36,775 70,484 107,259
2022 44,555 68,242 112,797
2023 46,755 65,729 112,484
2024 51,840 63,068 114,908
2025 57,565 60,123 117,688
2026 63,765 56,863 120,628
2027 70,695 53,257 123,952
2028 58,820 48,806 107,626
2029 61,915 45,712 107,627
2030 65,125 42,497 107,622
2031 68,465 39,158 107,623
2032 71,980 35,646 107,626
2033 75,670 31,955 107,625
2034 79,705 27,921 107,626
2035 84,105 23,519 107,624
2036 88,750 18,874 107,624
2037 93,835 13,791 107,626
2038 99,390 8,235 107,625
2039 104,935 2,689 107,624
Totals $228,210 $44,691 $1,536,885 $2,350,949 $4,160,735
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Notes to the Financial Statements
For the Year Ended September 30, 2000

Note 12 — Warrants Payable-Enterprise Funds

The Landfill Operations Fund has bonds and warrants payable of $22,000,000 at
September 30, 2000, which represents the General Obligation Warrants, Series 1996. In
accordance with the bond indenture, the County uses a debt service fund to which it deposits
principal and interest amounts due.

The Sanitary Operations Fund has bonds and warrants payable of $1,536,885,000 at
September 30, 2000. This long-term liability represents 1) the 1997-A Sewer Revenue
Refunding Warrants, 2) the 1997-B Taxable Sewer Revenue Refunding Warrants, 3) the 1997-C
AWPCA Refunding Warrant, 4) the 1997-D Sewer Revenue Warrants, and 5) the 1999-A Sewer
Revenue Capital Improvement Warrants.

In accordance with the bond indentures, the County uses 1) a debt service fund to which it
deposits principal and interest amounts due, 2) a reserve fund which is required to be maintained
at the lesser of (a) 125% of the average annual debt service on all outstanding parity securities,
(b) the maximum annual debt service on all outstanding parity securities, or (¢) 10% of the
original principal amount of outstanding parity securities, 3) a rate stabilization fund which is
maintained at a balance of 75% of the maximum annual debt service on the outstanding parity
securities, 4) a depreciation fund which will grow to an amount equal to or greater than the
accumulated depreciation of the Sanitary Operations Fund, and 5) a redemption fund into which
the trustee deposits certain insurance or disposition proceeds.

The balances as of September 30, 2000, exceeded the bond indenture requirements and were as
follows:

(In Thousands)
Sewer Reserve Fund $54,097
1999 Sewer Reserve Fund 70,340
Sewer Rate Stabilization Fund 54,852
Sewer Depreciation Fund $33,172
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Note 13 — Continuing Disclosure

The following is information required for the benefit of the holders of Sewer Revenue Warrants:

Fiscal Year Ending September 30, 2000 1999 1998 1997 1996 1995
Active Accounts 142,277 142,042 141,606 140,324 140,146 140,361
IAverage Daily Treatment Volume
(millions of gallons treated) 112 119 132 127 130 123
Sewer Charges $66,834,206 $57,020,426 $49,531,824 $46,950,835 $44,387,013 $39,587,91
% Revenues - Largest Customer 2.57% 2.93% 2.91% 2.92% 3.08% 2.87%
% Revenues - Top 10 Customers 11.99% 11.62% 12.35% 10.37% 13.10% 10.37%
2000 Top Ten Customers Consumption Amount

University of Alabama - Birmingham 882,586  $1,768,999

Birmingham Housing Authority 692,196 1,749,754

US Steel 563,439 1,266,550

Barber Dairies 164,914 828,239

Golden Flake 154,562 492,675

Baptist Medical Centers 211,688 431,577

Buffalo Rock 220,411 424,205

Birmingham Board of Education 155,059 370,192

Brookwood Medical Center 145,944 349,326

PEMCO 139,457 $ 332,648

Effective March 1, 1999 and January 1, 2000, the County implemented sewer rate increases.
The rate increases were implemented in accordance with the Commission's resolutions and the
Indenture with the trustee for the Sewer Revenue Warrants.

Note 14 — Defeased Debt

On October 1, 1999, the Jefferson County Commission issued $100,000,000 in General
Obligation Warrants, Series 1999, with a variable interest rate for the purposes of 1) refunding
$50,000,000 of outstanding Series 1998-A General Obligation Warrants with an interest rate of
3.45% and 2) to pay the costs of various capital improvements to County buildings and facilities.
Of the net proceeds ($99,675,000 after payment of $325,000 in bond discount and issuance
costs), $50,862,500 was used to retire the Series 1998-A Warrants and pay interest due. As a
result, the 1998-A Warrants are considered to be legally defeased and the liability for those
warrants has been removed from the general long-term debt account group.
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On September 27, 2000, the Commission issued $7,125,000 in General Obligation Warrants,
Series 2000, with a variable interest rate for the purpose of refunding $6,895,000 of outstanding
Series 1990 General Obligation Warrants with an interest rate of 6.75%. The net proceeds
($7,032,900 after payment of $92,100 in bond discount and issuance costs) were used to call for
redemption those Series 1990 G.O. Warrants on October 1, 2000. As a result, the 1990 Warrants
are considered to be defeased and the liability for those warrants has been removed from the
general long-term debt account group.

Note 15 — Prior Year Defeasance of Debt

As of September 30, 2000, the following warrants outstanding are considered defeased:

(In Thousands)

Sewer Revenue Warrants, Series 1988 $ 27,990
Sewer Revenue Warrants, Series 1992 47,095
Sewer Revenue Warrants, Series 1993 30,525
Sewer Construction Warrants, Series 1977 1,795
Sanitary Sewer Refunding Warrants, Series 1978 10,925
General Obligation Warrants, Series 1990 27,660
Total Warrants Defeased $145,990

Note 16 — Conduit Debt

The Commission issued Limited Obligation School Warrants, Series 2000 in order to finance the
costs of acquiring certain public school facilities (the “Leased Property”) of the Jefferson County
Board of Education (the “Board”), for lease back to the Board. The funds were used to retire the
Board’s current revenue anticipation warrant dated May 3, 2000. The Board simultaneously
executed a capital lease agreement for the aforementioned property and pledged tax proceeds for
the lease payments which will approximate debt service requirements under the Jefferson County
Commission’s Limited Obligation School Warrants, Series 2000. The warrants do not constitute
a debt or pledge of the faith and credit of the Jefferson County Commission, and accordingly
have not been reported in the accompanying financial statements. Upon repayment of the
warrants ownership of the leased property will return to the Board.

As of September 30, 2000, the principal amount outstanding was $45,210,000.00, the original
amount of the issue.
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Note 17 — Segment Information for Enterprise Funds

The Commission operates enterprise funds, which provide medical, inpatient nursing care,
landfill, sewer and parking services. These funds are intended to be self-supporting through user
fees charged to the public for services. Financial segment information as of and for the year
ended September 30, 2000, is presented below:

(In Thousands)

Cooper Green  County Landfill Sanitary Parking Total
Hospital Home Operations  Operations Deck Enterprise
Fund Fund Fund Fund Fund Funds
Operating Revenues $30,520 $7,889 $ 4,755 $ 79,531 $221 $ 122,916
Depreciation, Depletion and
Amortization Expense 2,298 326 2,248 31,503 13 36,388
Operating Income or (Loss) (37,367) (6,088) (1,529) 11,984 53 (32,947)
Operating Grants, Entitlements and
Shared Revenues 7,687 87 7,774

Operating Transfers:

In 39,662 6,388 22,617 68,667

(Out) 2 (5,450) (58) (5,510)

Tax Revenues 4,487 4,487

Net Income or (Loss) 2,032 (130) 14,325 (29,389) 24 (13,138)
Property, Plant & Equipment:

Additions 1,198 392 2,375 275,004 278,969

Deletions 990 1,556 2,546

Net Working Capital 8,008 1,016 632,335 650,826 77 1,292,262
Bonds and Other Long-Term Liabilities:

Payable from Operating Revenue 2,273 473 25,684 1,539,772 4 1,568,206
Total Equity $19,475 $9,652 $ 28,875 $ 143,063 $105 $ 201,170

Note 18 — Construction and Other Significant Commitments

The following is a listing of the outstanding contracts entered into and commitments made for
the fiscal year ending September 30, 2000:

(In Thousands)
Nature of Commitment Amount
Cahaba Sewer Improvement Project $ 33,298
Correctional Facilities Project 1,521
Courthouse Building Renovation Project 18,998
Five Mile Creek Sewer Improvement Project 9,382
Miscellaneous Sewer Improvements—System-Wide 8,717
Highway Improvements 3,471
Home Buyer Assistance Program 3,312
Valley Creek Sewer Improvement Project 131,624
Village Creek Sewer Improvement Project 149,418
Voting Machine Purchase 831
Totals $360,572

Jefferson County
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Note 19 — Defined Benefit Pension Plan

A. Plan Description

The General Retirement System for Employees of Jefferson County, Alabama (Retirement
System) is the administrator of a single-employer, defined benefit pension plan (Plan) covering
substantially all employees of Jefferson County, Alabama. The Retirement System was
established by Act Number 497, Acts of Alabama 1965, page 717, and provides guidelines for
benefits to retired and disabled employees of the County.

The Plan’s financial statements are publicly available in the annual report of the General
Retirement System for Employees of Jefferson County for the year ended September 30, 2000.
The report may be obtained by writing: The General Retirement System for Employees of
Jefferson County, Room 303-B Courthouse, Birmingham, Alabama 35263-0003.

B. Summary of Significant Accounting Policies

Basis of Financial Statement Presentation

The financial statements of the Plan are prepared under the accrual method of accounting. Plan
member contributions are recognized in the period in which the contributions are due. Employer
contributions are recognized when due and the employer has made a formal commitment to
provide the contributions. Benefits and refunds are recognized when due and payable in
accordance with the terms of the Plan.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Investment Valuation and Income Recognition

Plan investments are stated at fair value. Quoted market prices are used for all investments.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded
on the accrual basis. Dividends are recorded on the ex-dividend date. Unrealized appreciation
or depreciation is reflected in the financial statements, when applicable.
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Reserves for Contingent Refunds and Retirement and Disability Benefits

Contingent refunds represent all contributions made by members into the Plan until refunded or
transferred to the reserve for retirement and disability benefits. Such transfers occur when
benefit payments equal or exceed the amount of member contributions, or when a terminated
employee has not requested a refund of his personal contributions within five years of
termination.

C. Actuarial Information

For the year ended September 30, 2000, the Commission’s annual pension contribution of
$7,752,354 was equal to the Commission’s required and actual contribution. The required
contribution was determined using the “entry age normal” method. The actuarial assumptions as
of October 1, 2000, the latest actuarial valuation date, were: (a) 7.0 percent investment rate of
return on present and future assets, and (b) projected salary increases of 5.5 percent. Both (a)
and (b) include an inflation component of 4.0 percent. The actuarial value of assets was
determined using techniques that smooth the effects of short-term volatility in the market value
of investments over a five-year period. The unfunded actuarial accrued liability is being
amortized as a level percentage of projected payroll on an open basis. The remaining
amortization period as of October 1, 2000 was 19 years.

The following is a three-year trend information for the Commission:

Fiscal Year Annual Pension  Percentage of APC Net Pension
Ending Cost (APC) Contributed Obligation
9/30/2000 $7,752,354 100% $0
9/30/1999 $7,055,584 100% $0
9/30/1998 $6,615,917 100% $0

The Schedule of Funding Progress, which is required supplementary information is contained in
Exhibit 7.
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Note 20 — Other Postemployment Benefits (OPEB)

In addition to the pension benefits described in Note 19, the Commission provides post
employment health care benefits, in accordance with a resolution approved by the Commission
on September 25, 1990, to employees who meet the following eligibility requirements.
Employees must: (1) have been covered by the County group health care plan at the time of
retirement, (2) immediately upon retirement begin receiving a retirement pension under the rules
and regulations of the General Retirement System for the Employees of Jefferson County and the
amount of the pension must be sufficient to cover the required retiree contributions, (3) be under
65 years of age, and (4) not be eligible for Medicare. The Commission adopted a resolution on
September 22, 1992 to allow those retirees who are not eligible to receive a retirement pension to
participate in the health care plan by prepaying to the Commission the semi-annual premium for
the retiree contributions.

Dependents can be covered under an eligible retiree’s family plan if the dependents: (1) meet the
definition of “who can be covered” in each option’s contract, (2) are under 65 years of age, and
(3) are not eligible for Medicare.

Coverage ends for retirees and dependents when they become eligible for Medicare or reach age
65. When a retiree with dependent coverage becomes ineligible, the dependent(s) may continue
coverage under the General Retirement System for the Employees of Jefferson County until they
reach age 65 or become eligible for Medicare.

Currently 262 retirees meet eligibility requirements. The Commission subsidizes a portion of the
retirees health care insurance premiums based on the total years of County service and age at
retirement. The Commission’s subsidy for each covered retired employee ranges from $32 to
$397 per month and total insurance premiums range from $143 to $480. Expenditures for
post-retirement health care benefits are made and recognized as premiums are paid. During the
year, expenditures of $393,432 were recognized for post-retirement health benefits.

Note 21 — Deficit Fund Balances

At September 30, 2000, the following special revenue fund had a deficit fund balance:

(In Thousands)

Road Fund $2,890
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Note 22 — Landfill Closure and Postclosure Care Costs

State and federal laws and regulations require that the Commission place a final cover on its
landfills when closed and perform certain maintenance and monitoring functions at the landfill
site for thirty years after closure. In addition to operating expenses related to current activities of
the landfills, an expense provision and related liability are being recognized based on the future
closure and postclosure care costs that will be incurred near or after the date the landfills no
longer accept waste. The recognition of these landfill closure and postclosure care costs is based
on the amount of the landfills used during the year.

The estimated liability for landfill closure and postclosure care costs had a balance of
$3,262,000, as of September 30, 2000. This estimate was based on 86% usage (filled) of the
Jefferson County Landfill Number 1, and 47% usage (filled) of the Jefferson County Landfill
Number 2, and the remaining liability for the Mt. Olive Sanitary and the Turkey Creek Sanitary
Landfills which were both closed October 1997.

This estimated total current cost of the landfill closure and postclosure care is based on the
amount that would be paid if all equipment, facilities, and services required to close, monitor,
and maintain the landfills were acquired as of September 30, 2000. However, the actual cost of
closure and postclosure care may be higher due to inflation, changes in technology, or changes in
landfill laws and regulations.

Note 23 — Franchise Taxes

Several counties of the State of Alabama receive a portion of the revenues received by the State
for the franchise taxes levied by the State of Alabama on in-state and out-of-state companies
under the provisions of the Code of Alabama 1975, Section 40-14-41. The State is currently
involved in litigation that challenges the constitutionality of the State's franchise tax based on the
premise that it violates the Commerce Clause of the U.S. Constitution. The potential liability to
the State of Alabama exceeds $300,000,000. The State of Alabama, has received an unfavorable
ruling, the several counties of this State may have to refund all the franchise taxes they have
received over a period of years or forego the receipt of revenues from this tax until the liability is
satisfied.
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Schedule of Funding Progress
For the Year Ended September 30, 2000

(In Thousands)

Actuarial
Accrued UAAL as a
Actuarial Liability Unfunded Percentage of
Actuarial  Value of (AAL) AAL Funded Covered Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date (@) (b) (b-a) (a/b) (© [(b-a)/c]
10-01-1998  $484,496 $413,789 $(70,707) 117.1%  $115,959 (61.0%)
10-01-1999  $534,063 $445,237 $(88,826) 120.0%  $120,691 (73.6%)
10-01-2000  $595,364 $517,622 $(77,742) 115.0%  $126,520 (61.4%)
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Combining Balance Sheet
All Special Revenue Funds
September 30, 2000

(In Thousands)

Indigent Senior Citizens'
Care Fund Road Fund Activities Fund
ASSETS
Cash and Investments $ $ 5 %
Accounts Receivable, Net
Loans Receivable, Net
Interest Receivable
Due from Other Funds
Due from Other Governments 2,955 849 450
Inventories 1,814
Prepaid Expenses 9
TOTAL ASSETS 2,955 2,677 450
LIABILITIES AND FUND EQUITY
LIABILITIES
Cash Deficit 56 264
Accounts Payable 448 113
Due to Other Governments 4,370
Deferred Revenues 20
Other Payables 1
Accrued Payroll and Taxes 319 9
Estimated Liability for Compensated Absences 429 10
TOTAL LIABILITIES 56 5,567 416
FUND EQUITY
Fund Balances:
Reserved for Inventory 1,814
Reserved for Petty Cash 1
Reserved for CGH Foundation 668
Reserved for Loan Receivable
Reserved for Encumbrances 141 2,877 404
Unreserved 2,090 (7,582) (370)
TOTAL FUND EQUITY 2,899 (2,890) 34
TOTAL LIABILITIES AND FUND EQUITY $ 2955 $ 2677 $ 450
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Bridge and Community CDBG-EDA Emergency

Public Development Revolving Home Management Totals
Building Fund Fund Loan Fund Grant Fund Fund Current Year
$ 1,137 % $ 1553 $ $ 94 $ 2,789

166 2,491 816 3,473

11 11

406 603 429 42 5,734
1,814

7 16

1,543 780 4,044 1,245 143 13,837
342 40 702

176 9 10 756

4,370

72 92

1

17 1 5 351

5 (1) 443

540 122 14 6,715

1,814

1 2

668

166 2,491 816 3,473

7,887 3,449 546 15,304

1,543 (7,813) 1,553 (3,142) (418) (14,139)
1,543 240 4,044 1,123 129 7,122
$ 1543 $ 780 $ 4,044 $ 1,245 $ 143 $ 13,837
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Combining Statement of Revenues, Expenditures and Changes in Fund

Balances - All Special Revenue Funds
For the Year Ended September 30, 2000

(In Thousands)

Indigent Senior Citizens'
Care Fund Road Fund Activities Fund

REVENUES

Taxes $ 37,228 $ 11,397 $

Intergovernmental 8,043 4,333

Charges for Services 171

Investment Income 86 11

Miscellaneous 2,384 21 136
TOTAL REVENUES 39,698 19,632 4,480
EXPENDITURES
Current:

General Government 4,338 5,764

Public Safety

Highways and Roads 29,779

Health and Welfare
Capital Outlay 2,127 7
Indirect Cost 8 3,977 162
TOTAL EXPENDITURES 4,346 35,883 5,933
Excess of revenues over (under) expenditures 35,352 (16,251) (1,453)
OTHER FINANCING SOURCES (USES)

Operating Transfers In 2,352 16,241 928

Proceeds from Sale of Fixed Assets 166

Operating Transfers Out (38,906) (44)
TOTAL OTHER FINANCING SOURCES (USES) (36,554) 16,363 928
Excess of revenues and other sources over

(under) expenditures and other uses (1,202) 112 (525)
Fund Balances at beginning of year 4,101 (3,002) 559
Fund Balances at end of year $ 2,899 $ (2,890) $ 34
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Bridge and Community CDBG-EDA Emergency

Public Development Revolving Home Management Totals
Building Fund Fund Loan Fund Grant Fund Fund Current Year
$ 26,513 $ $ $ $ $ 75,138

2,986 137 1,671 296 17,466

311 482

220 159 99 1 576
(50) 148 24 2,663

26,733 2,986 246 1,918 632 96,325
1,041 609 11,752

678 678

29,779

2,137 227 268 2,632

2 117 2,253

8 233 14 15 57 4,474

8 3,413 241 892 852 51,568
26,725 (427) 5 1,026 (220) 44,757
459 14 97 109 20,200

1 13 180
(25,845) (1) (64,796)
(25,845) 460 14 97 121 (44,416)
880 33 19 1,123 (99) 341
663 207 4,025 228 6,781

$ 1543 $ 240 $ 4,044 $ 1,123 $ 129 $ 7,122
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Combining Balance Sheet
All Capital Projects Funds
September 30, 2000

(In Thousands)

Capital Road
Improvements  Construction Totals
Fund Fund Current Year

ASSETS

Cash and Investments $ 10,821 $ 3,861 $ 14,682

Accounts Receivable

Due from Other Governments 295 295
TOTAL ASSETS 10,821 4,156 14,977
LIABILITIES AND FUND EQUITY
LIABILITIES

Cash Deficit

Accounts Payable 2,952 658 3,610

Retainage Payable
TOTAL LIABILITIES 2,952 658 3,610
FUND EQUITY

Fund Balances:

Reserved for Encumbrances 23,203 4,392 27,595
Unreserved (15,334) (894) (16,228)

TOTAL FUND EQUITY 7,869 3,498 11,367
TOTAL LIABILITIES AND FUND EQUITY $ 10,821 $ 4156 $ 14,977
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Combining Statement of Revenues, Expenditures and Changes in Fund
Balances - All Capital Projects Funds

For the Year Ended September 30, 2000

(In Thousands)

Capital Road
Improvements  Construction Totals
Fund Fund Current Year
REVENUES

Intergovernmental $ $ 4,733 3% 4,733

Charges for Services 873 873

Investment Income 268 64 332

Miscellaneous 220 220
TOTAL REVENUES 268 5,890 6,158
EXPENDITURES
Current:

Highways and Roads 6,952 6,952
Capital Outlay 31,993 31,993
TOTAL EXPENDITURES 31,993 6,952 38,945
Excess of revenues over (under) expenditures (31,725) (1,062) (32,787)
OTHER FINANCING SOURCES (USES)

Operating Transfers In 27,769 5,043 32,812

Proceeds form Sale of Fixed Assets 95 95

Operating Transfers Out (4,487) (4,487)
TOTAL OTHER FINANCING SOURCES (USES) 23,377 5,043 28,420
Excess of revenues and other sources

over (under) expenditures and other uses (8,348) 3,981 (4,367)
Fund Balances at beginning of year 16,217 (483) 15,734
Fund Balances at end of year $ 7,869 $ 3,498 $ 11,367
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Combining Balance Sheet
All Enterprise Funds
September 30, 2000

(In Thousands)

Cooper Green County Landfill
Hospital Fund Home Fund Operations Fund
ASSETS
Cash and Investments $ 1,036 $ 94 3
Accounts Receivable, Net 40 747
Patient Accounts Receivable, Net 6,330 1,411
Due from Other Funds
Due from Other Governments 1,024
Inventories 987 56
Prepaid Expenses 607
Fixed Assets, Net Where Applicable 13,740 9,110 53,811
Warrant Issuance Cost 116
Deferred Loss on Early Debt Retirement
TOTAL ASSETS 23,764 10,671 54,674
LIABILITIES AND FUND EQUITY
LIABILITIES
Cash Deficit
Accounts Payable 1,225 373 2
Deposits Payable 36
Other Payables 245 1
Accrued Payroll and Taxes 546 136 46
Accrued Interest Payable 67
Retainage Payable
Arbitrage Rebate Payable
Estimated Liability for Compensated Absences 2,273 473 422
Warrants Payable 22,000
Estimated Liability for Closure/Postclosure
Care Costs 3,262
TOTAL LIABILITIES 4,289 1,019 25,799
FUND EQUITY
Unreserved Retained Earnings 19,475 9,652 28,875
TOTAL FUND EQUITY 19,475 9,652 28,875
TOTAL LIABILITIES AND FUND EQUITY $ 23,764 $ 10,671 $ 54,674
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Sanitary Parking Totals
Operations Fund Deck Fund Current Year
$ 688,401 77 $ 689,608
12,008 12,795
7,741
490 1,514
547 1,590
607
1,005,838 33 1,082,532
22,942 23,058
3,230 3,230
1,733,456 110 1,822,675
26,953 28,553
36
3 249
394 1 1,123
13,695 13,762
6,115 6,115
3,461 3,461
2,887 4 6,059
1,536,885 1,558,885
3,262
1,590,393 5 1,621,505
143,063 105 201,170
143,063 105 201,170
$ 1,733,456 $ 110 $ 1,822,675
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Combining Statement of Revenues, Expenses and Changes in Fund

Equity - All Enterprise Funds

For the Year Ended September 30, 2000

(In Thousands)

Cooper Green County Landfill
Hospital Fund Home Fund Operations Fund

Operating Revenues

Taxes $ $

Licenses and Permits

Charges for Services 4,755

Patient Revenue 22,834 7,802

Medicaid Disproportionate Share 3,294

Other Operating Revenue 4,393 87
Total Operating Revenues 30,521 7,889 4,755
Operating Expenses

Provisions for Bad Debt 795

Salaries 27,158 6,728 2,123

Employee Benefits and Payroll Taxes 5,368 1,588 490

Utilities 1,239 617 233

Supplies 8,585 734 392

Depreciation and Amortization 2,298 326 2,248

Outside Services 3,946 3,137 491

Services from other Hospitals 4,262

Jefferson Clinic 12,538

Office Expense 594 847 45

Closure and Postclosure Care Cost 220

Miscellaneous 1,105 42
Total Operating Expenses 67,888 13,977 6,284
Operating Income (Loss) (37,367) (6,088) (1,529)
Nonoperating Revenues (Expenses)

Arbitrage Rebates

Interest Revenue 116

Miscellaneous Revenue 876 58 81

Interest Expense (7) (1,038)

Indirect Cost (1,225) (487) (353)

Gain/(Loss) On Sale of Fixed Assets (23) (3)
Total Nonoperating Revenues (Expenses) (263) (429) (1,313)
Income (Loss) Before Operating Transfers (37,630) (6,517) (2,842)
Operating Transfers

Operating Transfers In 39,662 6,388 22,617

Operating Transfers Out (1) (5,450)
Total Operating Transfers 39,662 6,387 17,167
Net Income (Loss) 2,032 (130) 14,325
Fund Equity at beginning of year 17,443 9,782 14,550
Fund Equity at end of year $ 19,475 9,652 $ 28,875
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Sanitary Parking Totals

Operations Fund Deck Fund Current Year

$ 4,487 $ $ 4,487
75,045 221 80,021
30,636

3,294

4,480

79,532 221 122,918
1,871 2,666
18,105 27 54,141
4,265 5 11,716
4,347 5 6,441
1,646 2 11,359
31,503 13 36,388
3,783 6 11,363
4,262

12,538

603 Q) 2,088

220

1,424 111 2,682
67,547 168 155,864
11,985 53 (32,946)
(2,858) (2,858)
46,564 1 46,681
156 1,171
(82,904) (83,949)
(1,972) (30) (4,067)
(302) (328)
(41,316) (29) (43,350)
(29,331) 24 (76,296)
68,667
(58) (5,509)

(58) 63,158
(29,389) 24 (13,138)
172,452 81 214,308
$ 143,063 $ 105 $ 201,170
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Combining Statement of Cash Flows
All Enterprise Funds

For the Year Ended September 30, 2000
(In Thousands)

Cooper Green County Nursing Landfill
Hospital Fund Home Fund Operations Fund
Cash Flows from Operating Activities
Operating Income (Loss) $ (37,367) $ (6,088) $ (1,529)
Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activities
Depreciation and Amortization 2,298 326 2,248
Provision for Doubtful Accounts
(Increase)/Decrease in Accounts Receivable (34) 299
(Increase)/Decrease in Patients Receivable (76) 276
(Increase)/Decrease in Prepaid Items (384)
(Increase)/Decrease in Due From
Governmental Units 77
(Increase)/Decrease in Due From Other Funds
(Increase)/Decrease in Inventory (213) 20
Increase/(Decrease) in Accounts Payable (73) 142 (7)
Increase/(Decrease) in Other Accounts Payable (554) (13)
Increase/(Decrease) in Accrued
Payroll and Taxes (966) (248) (91)
Increase/(Decrease) in Deposits Payable (4)
Increase/(Decrease) in Retainage Payable
Increase/(Decrease) in Interest Payable 3
Increase/(Decrease) in Arbitrage Rebate Payable
Increase/(Decrease) in
Compensated Absences Payable 110 30 38
Increase/(Decrease) in Estimated Liability for
Landfill Postclosure Costs 168
Total Adjustments 185 529 2,658
Net Cash Provided/(Used) by Operating Activities
Carried Forward $ (37,182) $ (5,559) $ 1,129
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Sanitary

Parking Totals

Operations Fund Deck Fund Current Year
$ 11,985 $ 53 % (32,946)
31,503 13 36,388
1,871 1,871
(944) (679)
200
(384)
(25) 52
(12) (205)
1,475 1,537
1 (566)
(584) (1,889)
4)
2,430 2,430
(105) (102)
2,858 2,858
283 1 462
168
38,751 14 42,137
$ 50,736 $ 67 $ 9,191
Jefferson County
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Combining Statement of Cash Flows
All Enterprise Funds

For the Year Ended September 30, 2000
(In Thousands)

Cooper Green County Nursing Landfill
Hospital Fund Home Fund Operations Fund
Net Cash Provided/(Used) by Operating Activities
Brought Forward $ (37,182) $ (5,559) $ 1,129
Cash Flows from Non-Capital Financing
Activities
Operating Transfers In 39,662 6,388 22,617
Operating Transfers Out (2) (5,450)
Increase/(Decrease) in Cash Deficit (12,608)
Received From Auxiliary Services 876 58 81
Indirect Cost (1,225) (487) (353)
Net Cash Provided/(Used) by Non-Capital
Financing Activities 39,313 5,958 4,287
Cash Flows from Capital and Related
Financing Activities
Interest Paid (7 (1,038)
Acquisition of Fixed Assets (1,223) (392) (2,378)
Principal Payments (2,000)
Net Cash Provided/(Used) by Capital
and Related Financing Activities (1,230) (392) (5,416)
Cash Flows from Investing Activities
Interest and Dividend Income 116
Net Cash Provided/(Used) by Investing Activities 116
Net Increase/(Decrease) in Cash and
Cash Equivalents 1,017 7
Cash and Investments, Beginning of Year 19 87
Cash and Investments, End of Year $ 1,036 $ 94 3
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Sanitary Parking Totals
Operations Fund Deck Fund Current Year
$ 50,736 $ 52,847 $ 9,191
68,667
(58) (5,509)
(12,608)
156 1,171
(1,972) (30) (4,067)
(1,874) (30) 47,654
(82,904) (83,949)
(285,442) (289,435)
(11,090) (13,090)
(379,436) (386,474)
46,564 1 46,681
46,564 1 46,681
(284,010) 38 (282,948)
972,411 39 972,556
$ 688,401 $ 77 $ 689,608
Jefferson County
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Combining Balance Sheet
All Internal Service Funds
September 30, 2000

(In Thousands)

Risk
Management Personnel
Fund Board Fund Elections Fund

ASSETS

Cash and Investments 8,616 $

Accounts Receivable, Net

Due From Other Governments 2,417 68

Inventories

Prepaid Expenses 56

Fixed Assets, Net Where Applicable 208 140 101
TOTAL ASSETS 8,880 2,557 169
LIABILITIES AND FUND EQUITY
LIABILITIES

Cash Deficit 2,145

Accounts Payable 108 70 2

Other Payables

Accrued Payroll and Taxes 10 45 5

Estimated Liability for Compensated Absences 41 297 44

Estimated Claims Liability 2,659
TOTAL LIABILITIES 2,818 2,557 51
FUND EQUITY

Unreserved Retained Earnings 6,062 118
TOTAL FUND EQUITY 6,062 118
TOTAL LIABILITIES AND FUND EQUITY 8,880 2,557 $ 169
Jefferson County
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Fleet

Information Management Central Printing Building Totals
Services Fund Fund Laundry Fund Fund Services Fund Current Year
$ 1 116 $ 141 $ 19 $ 3,806 $ 12,699

6 20 26

@) 9 27 2,520

281 15 127 598 1,021

15 70 141

4,986 2,204 207 106 6,170 14,122

5,007 2,610 363 252 10,691 30,529

2,145

113 58 2 63 380 796

9 7 16

51 53 9 5 161 339

384 382 66 22 1,220 2,456

2,659

548 493 77 99 1,768 8,411

4,459 2,117 286 153 8,923 22,118

4,459 2,117 286 153 8,923 22,118

$ 5,007 2,610 $ 363 $ 252 $ 10,691 $ 30,529
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Combining Statement of Revenues, Expenses and Changes in Fund
Equity - All Internal Service Funds

For the Year Ended September 30, 2000

(In Thousands)

Risk
Management Personnel
Fund Board Fund Elections Fund

Operating Revenues

Intergovernmental $ $ 2,708 $ (142)

Charges for Services 1,940
Total Operating Revenues 1,940 2,708 (142)
Operating Expenses

Salaries 459 2,101 720

Employee Benefits and Payroll Taxes 499 457 50

Utilities 8 15 13

Supplies 12 73 33

Depreciation and Amortization 60 68 38

Outside Services 717 736 6

Office Expense 17 148 10

Miscellaneous 228 25
Total Operating Expenses 1,772 3,826 895
Operating Income 168 (1,118) (1,037)
Nonoperating Revenues (Expenses)

Interest Revenue 106

Miscellaneous Revenue 303

Indirect Cost (87) (124)

Gain (Loss) on Sale of Fixed Assets (2)

Indirect Cost Recovery 936
Total Nonoperating Revenues (Expenses) 409 848 (124)
Income (Loss) Before Operating Transfers 577 (270) (1,161)
Operating Transfers

Operating Transfers In 270 809

Operating Transfers Out
Total Operating Transfers 270 809
Net Income 577 (352)
Fund Equity at beginning of year 5,485 470
Fund Equity at end of year $ 6,062 $ $ 118
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Fleet

Information Management Central Building Totals
Services Fund Fund Laundry Fund Printing Fund  Services Fund Current Year
$ $ $ $ $ 2 3 2,568
485 1,494 1,030 534 12,513 17,996
485 1,494 1,030 534 12,515 20,564
2,292 2,457 461 239 7,240 15,969
470 622 127 59 1,725 4,009
47 134 194 1 2,972 3,384
160 1,778 20 225 1,256 3,557
1,180 252 44 55 373 2,070
739 37 146 36 363 2,780
194 13 1 5 44 432
1,064 28 36 69 2,177 3,627
6,146 5,321 1,029 689 16,150 35,828
(5,661) (3,827) 1 (155) (3,635) (15,264)
1 12 119
3 1 80 7 394
(112) (323)
(49) 5 2 (43)
3,505 3,982 13 120 7,423 15,979
3,344 3,990 15 200 7,444 16,126
(2,317) 163 16 45 3,809 862
4,843 60 5,982
(2) 4 (6)
4,843 (2) 56 5,976
2,526 161 16 45 3,865 6,838
1,933 1,956 270 108 5,058 15,280
$ 4,459 $ 2,117 % 286 $ 153 $ 8,923 $ 22,118
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Combining Statement of Cash Flows
All Internal Service Funds

For the Year Ended September 30, 2000
(In Thousands)

Risk Personnel
Management Board Elections
Fund Fund Fund
Cash Flows from Operating Activities
Operating Income (Loss) $ 168 $ (1,118) $ (1,037)

Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activities
Depreciation 60 68 38
(Increase)/Decrease in Accounts Receivable
(Increase)/Decrease in Prepaid Items
(Increase)/Decrease in Due From

Governmental Units (222) 250
(Increase)/Decrease in Due From Other Funds 4
(Increase)/Decrease in Inventory
Increase/(Decrease) in Accounts Payable 40 69 2
Increase/(Decrease) in Other Accounts Payable (2)

Payroll and Taxes (16) (81) (12)
Increase/(Decrease) in

Compensated Absences Payable 4) 19 3)
Increase/(Decrease) in Estimated

Claims Liability (378)

Total Adjustments (298) (144) 276

Net Cash Provided/(Used) by Operating Activities
Carried Forward $ (130) $ (1,262) $ (761)
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Information Fleet Central Building

Services Management Laundry Printing Services Totals
Fund Fund Fund Fund Fund Current Year
$ (5,661) $ (3,827) $ 13 (155) $ (3,635) $ (15,264)
1,180 252 44 55 373 2,070
(6) 4) (10)
(15) (69) (84)
1 2 11 110 148
1 5
19 (11) 10 25 43
43 (152) 1 47 284 334
1) (11) (81) (94)
(53) (86) (18) 9 (278) (552)
72 37 2 3 101 217
(378)
1,221 68 14 100 462 1,699
$ (4,440) $ (3,759) $ 15 §$ (55) $ (3,173) $ (13,565)
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Combining Statement of Cash Flows

All Internal Service Funds

For the Year Ended September 30, 2000

(In Thousands)

Personnel

Management Board

Fund

Elections
Fund

Net Cash Provided/(Used) by Operating Activities
Brought Forward

Cash Flows from Non-Capital Financing
Activities
Operating Transfers In
Operating Transfers Out
Increase/(Decrease) in Cash Deficit
Received from Auxiliary Services
Indirect Cost Recovery
Indirect Cost
Net Cash Provided/(Used) by
Non-Capital Financing Activities

Cash Flows from Capital and Related
Financing Activities
Acquisition of Fixed Assets
Net Cash Provided/(Used) by Capital
and Related Financing Activities

Cash Flows from Investing Activities
Interest and Dividend Income
Net Cash Provided/(Used) by Investing Activities

Net Increase/(Decrease) in Cash and
Cash Equivalents
Cash and Investments, Beginning of Year

Cash and Investments, End of Year

Jefferson County
Commission

(130) $ (1,262) $

(761)

270

142
303
936
(86)

809

(124)

303 1,262

685

(11)

(11)

106

106

268
8,348

(76)
76

8,616 $

68

Exhibit #17



Information Fleet Central Building
Services Management Laundry Printing Services Totals
Fund Fund Fund Fund Fund Current Year
$ (4,440) $ (3,759) $ 15 §$ (55) $ (3,173) $ (13,565)
4,843 60 5,982
) 4 (6)
(105) 37
3 1 80 7 394
3,505 3,982 13 119 7,423 15,978
(112) (322)
8,236 3,983 14 94 7,486 22,063
(3,795) (109) (6) (20) (542) (4,483)
(3,795) (109) (6) (20) (542) (4,483)
1 12 119
1 12 119
1 115 24 19 3,783 4,134
1 117 23 8,565
$ 1 3 116 $ 141 $ 19 $ 3,806 12,699
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Combining Balance Sheet
All Fiduciary Fund Types
September 30, 2000

(In Thousands)

Expendable Trust Funds

City of
Stormwater Birmingham
Management Revolving
Authority Fund Loan Fund
ASSETS
Cash and Investments $ 812 $ 643
Loans Receivable, Net 610
Interest Receivable
Contributions Receivable
Fixed Assets, Net Where Applicable 199
TOTAL ASSETS 1,011 1,253
LIABILITIES AND FUND EQUITY
LIABILITIES
Accounts Payable 3
Other Payables 1
Due to Other Funds
Accrued Payroll and Taxes 14
Estimated Liability for Compensated Absences 119
TOTAL LIABILITIES 137
FUND EQUITY
Fund Balances:
Reserved for:
Loans Receivable 610
Trust Requirements 408 643
Reserved for Encumbrances 466
Contingent Refunds
Retirement/Disability Benefits
TOTAL FUND EQUITY 874 1,253
TOTAL LIABILITIES AND FUND EQUITY $ 1,011 $ 1,253
Jefferson County
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Pension

Trust Fund
General
Retirement Totals
System Current Year
$ 684,292 $ 685,747
610
5,670 5,670
572 572
199
690,534 692,798
510 513
1
14
119
510 647
610
1,051
466
61,773 61,773
628,251 628,251
690,024 692,151
$ 690,534 $ 692,798
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Combining Statement of Revenues, Expenditures and Changes in Fund

Balances - All Expendable Trust Funds
For the Year Ended September 30, 2000

(In Thousands)

City of
Stormwater Birmingham
Management Revolving Totals
Authority Fund Loan Fund Current Year
REVENUES

Intergovernmental $ 2,220 $ $ 2,220

Investment Income 23 23

Miscellaneous 44 52 96
TOTAL REVENUES 2,287 52 2,339
EXPENDITURES

General Government 1,312 1,312
Capital Outlay 108 108
Indirect Cost 19 19
TOTAL EXPENDITURES 1,439 1,439
Excess of Revenues over (under) expenditures 848 52 900
OTHER FINANCING SOURCES (USES)

Proceeds from Sale of Fixed Assets (3) (3)
TOTAL OTHER FINANCING SOURCES (USES) (3) (3)
Excess of revenues and other sources over

(under) expenditures and other uses 845 52 897
Fund balances at beginning of year 29 1,201 1,230
Fund balances at end of year $ 874 $ 1,253 $ 2,127
Jefferson County
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APPENDIX B

FORM OF OPINION OF BOND COUNSEL

Jefferson County Commission
Birmi ngham, Alabama

Dear Sirs:

We have examined certified copies of proceedings of the governing body of JEFFERSON COUNTY,
ALABAMA (herein cdled the "County"), pertaining to the authorization, sale and issuance of

$120,000,000
JEFFERSON COUNTY, ALABAMA

General Obligation Warrants
Series 2001-B

(the said warrants being heran calledthe "Warrants*). The statements herein made and the opinions herein
expressed are based upon our examination of thesaid proceedingsand var ious certif i catesand other documerts,
including, without limitation, the Trust Indenture dated as of July 1, 2001 (herein caled the "Indenture”),
between the County and The Bark of New Y ork, as trustee (herein called the "Trustee"), pursuant to which
theWarrants have been issued. 1nour examination of all documents pertaining to theissuanceof theWarrants,
we have assumed the genuineness of al signatures, the authenticity of documents submittedto usasorigirals,
the conformity to theorig nal documentsof documents submitted to us as copies, the authenti city of suchlatter
documents andthe carrectness o any facts stated in such documerts.

Based upon the foregoing, we are of the following opinion: that the Warrants have been validly
authorized, executed and issued pursuant to the applicabl e provis ons of the constitution and laws of the State
of Alabama, arein due and legal form and congtitute valid orders on the T reasurer of the County for payment
thereof astheren provided; that the indebtedness ordered paid by the Warrantsisavalid genera obligation of
the County for the payment of the principal of and the interest on which the County hasvalidly and irrevocably
pledged itsfull faith and credit; that the Indenture has been duly authorized, executed and delivered on behalf
of the County and congtitutes a legal, valid and binding agreement of the County whichislegally enforceable
in accordance with its terms, except that (i) the enforceability of any of the agreements contained in the
Indenture may be limited by bankruptcy, insolvency, reorganization and other smilar laws aff ecting the
enforcement of creditors' rightsgenerally, and (ii) any court beforewhich any enforcement proceeding may be
brought will have dscretion, in accardance with general equitable principles, to deny or limit the remedy of
specific performance or other equitable relief with respect to contractua obligationsother than for the payment
of money; that under existing stat utes the interest income on each of the Warrants i s exempt from income
taxation by the State of Alabama; and that under existing statutes, regulations, rulingsand court decisions, the
interest on the Warrants (@) is excluded from grossincome for federal incometax purpases and (b) is nd an
item of tax preference for purposes of the federal alternative minimum tax imposed on individuas and
corpaoratiort however, it should be noted that with respect to carporations (as defined for federal incometax
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purposes), such interest is taken into account in determining adjusted current earnings for the purpose of
computing the aternative minmumtax imposed on such corparations. The opinion sa forthin clause (a) of
the next preceding sentence is subject to the condition that the County comply with all requirements of the
Internal RevenueCodeof 1986, asamended, that must be satisfied subsequent to theissuance of the Warrants
in order that interest thereon be (o continue to be) exduded from graoss income far federal income tax
purposes. Failureto comply with certain of such requirements cauld causethe irterest onthe Warrants to be
so included in gross income retr oactive to the date of issuance of the Warrants. The County has covenanted
to comply withall such requirements. We express no opinion regarding other federal tax consequencesarising
with respect to the Warrants.

The Indenture provides that the interest rate on the Warrants may not be converted to a different
interest rate mode and certain other changes may not be made to the terms of the Warrants or the related
documentsor to thesecurity for the Warrants unlessthe Tr ustee receives an opi nion of nationally recognized
bond counsel stating in effect that such conversion or change will not cause theinterest onthe Warrants to be
included in grossincome for purposes of federal incometaxation. We express no opinion about the effect of
any such future events.

The Indenture providesthat, in the event the County should default in certain of the provisionsther eof
in the manner and for thetimetherein provided, the Trustee may declare all obligationsthen outstanding under
the Indenture to be for thwith due and payable, whereupon the same shall immediately become due and payable
and the Trustee shall beentitled to exercise the rights specified in thelndenture.

The opinions hereinabove expr essed respecti ng the Warr ants are subject to al applicable bankruptcy,
insolvency, moratory and othe laws respecting the enforcement of creditors rights generdly, including
specifica ly, but without limitation, the provisions d Chapter 9 of the United States Bankruptcy Code as
amended, relating to theadjusment of debts of political subdivisonsand public agencies and instrumentalities
of thesevea states.

We have been employed far the purpose of preparing certain legad documents and supporting
certificates, reviewing the transcript of proceedings by which the Warrants have been authorized to beissued
and rendering an opinion in conventiona for m relating soldy tothe validity and legality o the Warrants and
to the exemption of the interest ther eon from income taxation. While we have participated in the preparation
of the County's Official Statement dated July 19, 2001, with respect tothe War rants and are of the opinionthat
the statements mede therein under thecaptions "DESCRIPTION OF THE SERIES 2001-B WARRANTS',
"SECURITY FOR THE SERIES 2001-B WARRANTS", "SUMMARY OF THEINDENTURE" and"TAX
EXEMPTION" fairly summarize the matters referred to therein, we have not been requested indeperdertly to
confirm or verify, and have not independently confirmed o verified, theothe factual information contained
therein, andwetheref are express no gpinion with respect to any other information insuch Official Statement.

Very truly yours,

HASKELL SLAUGHTER YOUNG
& REDIKER, L.L.C.
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