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The County of San Diego (the “County”) is issuing its Taxable Pension Obligation Bonds, Series 2004A, Series 2004B and Series 2004C
(collectively, the “Series 2004 Bonds™) in an aggregate principal amount of $454,112,915.70 pursuant to Articles 10 and 11 (commencing with
Section 53570) of Chapter 3, Division 2, Title 5 of the Government Code of the State of California and a Trust Agreement, dated as of January 1, 1994,
by and between the County and U.S. Trust Company of California, N.A. as amended and supplemented by the First Supplemental Trust Agreement,
dated as of September 1, 2002 (collectively, the “Existing Trust Agreement”), and the Second Supplemental Trust Agreement (the “Second
Supplemental Trust Agreement” and, together with the Existing Trust Agreement, the “Trust Agreement”) dated as of June 1, 2004 by and between
the County and BNY Western Trust Company, as trustee (the “Trustee”). Pursuant to the County Employees Retirement Law of 1937, as amended
(the “Retirement Law”), the Board of Supervisors of the County is required to make the appropriations to pay the amounts required to be paid by the
County pursuant to the Retirement Law, including the unfunded accrued actuarial liability which is evidenced by the Series 2004 Bonds, and if it fails or
neglects to make the appropriations, the Auditor of the County is required to transfer from any money available in any fund in the County’s treasury the
sums specified by the Retirement Law, and such transfer will have the same force and effect as it would have had if the required appropriation had been
made by the Board of Supervisors of the County. In respect of its statutory obligation as of June 30, 2003, the County will execute a Pension Obligation
Debenture (the “Debenture”) in favor of the San Diego County Employees’ Retirement Association (the “Association”). The Series 2004 Bonds are
being issued to refund the Debenture and to pay certain costs of issuing the Series 2004 Bonds. See “Plan of Financing” and “Security and Sources of
Payment for the Series 2004 Bonds.”

Interest on the Series 2004A Bonds will be payable on February 15 and August 15, commencing on August 15, 2005 interest on the Series 2004B
Bonds will be payable on February 15 and August 15, commencing on August 15, 2004. Interest on the Series 2004C Bonds will accrete from their
delivery date and compound semiannually on February 15 and August 15 of each year, commencing on August 15, 2004. The Series 2004A Bonds and
the Series 2004C Bonds will bear or accrete interest, as applicable, at the rates set forth on the inside front cover page. Interest on the Series 2004B
Bonds (the “Auction Rate Securities”) will accrue at the Applicable Auction Rates until the Fixed Rate Conversion Date for such Series 2004B Bonds
as described under the caption “The Bonds — Series 2004B Bonds” herein and in Appendix F hereto.

The Series 2004 Bonds are being issued in fully registered form, registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York (“DTC”) in the United States. DTC will act as securities depository of the Series 2004 Bonds. Individual purchases
will be made in book-entry form only in denominations of (i) with respect to Series 2004A Bonds and the Series 2004C Bonds, $5,000 principal amount
or any integral multiple thereof and (ii) with respect to Auction Rate Securities, $25,000 principal amount or any integral multiple thereof. Purchasers
will not receive certificates representing their beneficial ownership interest in the Series 2004 Bonds purchased. See Appendix E hereto.

Certain of the Series 2004 Bonds are subject to optional and mandatory sinking fund redemption prior to maturity as described herein under the
caption “The Series 2004 Bonds.”

The scheduled payment of principal of and interest on the Series 2004A Bonds and the Series 2004C Bonds when due will be guaranteed under a
municipal bond new issue insurance policy to be issued concurrently with the delivery of the Series 2004A Bonds and the Series 2004C Bonds by
Financial Guaranty Insurance Company, doing business in California as FGIC Insurance Company. See “Bond Insurance” herein and Appendix G
hereto. The scheduled payment of principal of and interest on the Series 2004B Bonds when due will be guaranteed under a financial guaranty insurance
policy to be issued concurrently with the delivery of the Series 2004B Bonds by XL Capital Assurance Inc. See “Bond Insurance” herein and
Appendix H hereto.
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The payment of Principal of, Accreted Value and interest on the Series 2004 Bonds are obligations imposed by law payable from funds to be
appropriated by the County pursuant to the Retirement Law. Pursuant to section 31584 of the Retirement Law, the Board of Supervisors of the
County is obligated to make appropriations to pay the unfunded accrued actuarial liability of the Association and pursuant to such section the County
Auditor-Controller must transfer from any money available in any fund in the County treasury the sums specified if the Board of Supervisors fails to
make such appropriations. In addition, the Series 2004 Bonds are secured on a parity together with the 1994 Bonds (as defined herein) and the 2002
Bonds (as defined herein) and any additional bonds which hereafter may be issued under the Trust Agreement, and are not secured or limited as to
payment by any special source of funds of the County.

The Series 2004 Bonds do not constitute an obligation of the County for which the County is obligated to levy or pledge any form of taxation. The
Series 2004 Bonds do not constitute an indebtedness of the County, the State or any of its political subdivisions within the meaning of any
constitutional or statutory debt limitation or restriction.

This cover page contains information for quick reference only. It is not a summary of this issue. Potential purchasers must read the entire Official
Statement to obtain information essential to making an informed investment decision.

The Series 2004 Bonds will be offered when, as and if executed, delivered, and received by the Underwriters, subject to the approval as to their legality
by Orrick, Herrington & Sutcliffe LLP, Bond Counsel and certain other conditions. Certain legal matters will be passed upon for the Underwriters by their
counsel, Hawkins Delafield & Wood LLP, Los Angeles, California, and for the County by the County Counsel. It is anticipated that the Series 2004 Bonds
in definitive form will be available for delivery to DTC in New York, New York, or through the Euroclear System and Clearstream, Luxembourg in Europe
on or about June 29, 2004.

Citigroup
E. J. De La Rosa & Co., Inc. UBS Financial Services Inc.
Dated: June 23, 2004



Maturity Schedule

$241,360,000 Series 2004A Bonds

(Current Interest Bonds)

Maturity Principal Interest
(August15)  Amount Rate CUsIp!
2006 $ 9,605,000 3.280% 797398DA9
2007 8,660,000 3.830 797398DB7
2008 10,225,000 4230 797398DCS
2014 12,275,000 5.365 797398DD3
2016 23,350,000 .5.585 797398DE1
2017 26,505,000 5.665 797398DF8
2018 29,900,000 5.715 797398DG6
2019 33,585,000 5.765 797398DH4
2020 37,555,000 5.795 797398DJ0
2021 41,905,000 5.835 797398DK7
2022 7,795,000 5.865 797398DL5
Price: 100%
$147,825,000 Series 2004B Bonds
(Auction Rate Securities)
Initial
Auction
Auction Interest
Principal Maturity Initial Auction Date Initial Interest Period
Subseries Amount (August 15) Date Generally  Payment Date (Days) CuUsIp!
Each 4%
B-1 $73,925,000 2024 July 27, 2004 Tuesday  August 15, 2004 29 797398CY8
thereafter
Each4®™
B-2 $73,900,000 2024 August 10,2004  Tuesday  August 15, 2004 43 797398CZ5
thereafter

1t  Copyright 2003; American Bankers Association. CUSIP data herein is provided by Standard & Poor’s CUSIP Service

Bureau, a Division of the McGraw-Hill Companies, Inc., and is set forth herein for convenience of reference only. Neither
the County nor the Underwriters assume any responsibility for the accuracy of such numbers.




Maturity Schedule
(Continued)

$64,927,915.70 Series 2004C Bonds
(Capital Appreciation Bonds)

Maturity Principal Yield to Accreted Value at
(August 15) Amount Maturity Maturity CcusIpP
2009 $9,258,177.25 4.66% $11,725,000 797398DM3
2010 9,671,578.95 4.93 13,035,000 797398DN1
2011 10,025,541.70 5.14 14,395,000 797398DP6
2012 10,304,869.80 532 15,790,000 797398DQ4
2013 10,552,492.50 5.48 17,285,000 797398DR2
2014 3,915,075.60 5.63 6,870,000 797398DS0
2015 11,200,179.90 5.76 21,070,000 797398DT8

¥  Copyright 2003, American Bankers Association. CUSIP data herein is provided by Standard & Poor’s CUSIP Service
Bureau, a Division of the McGraw-Hill Companies, Inc., and is set forth herein for convenience of reference only. Neither
the County nor the Underwriters assume any responsibility for the accuracy of such numbers.
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No dealer, broker, salesperson or other person has been authorized by the County or the
Underwriters to give any information or to make any representations in connection with the offer or sale
of the Series 2004 Bonds other than those contained herein and, if given or made, such other information
or representations must not be relied upon as having been authorized by the County or the Underwriters.
This Official 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 2004 Bonds by a person in any jurisdiction in which it is untawful for such
person to make such an offer, solicitation or sale. '

This Official Statement is not to be construed as a contract with the purchasers or owners of the
Series 2004 Bonds. Statements contained in this Official Statement which involve estimates, forecasts or
matters of opinion, whether or not expressly so described herein, are intended solely as such and are not
to be construed as representations of fact.

The information set forth herein has been obtained from sources which are believed to be reliable
but is not guaranteed as to accuracy or completeness, and is not to be construed as a representation by the
County or the Underwriters. The information and expression of opinion herein are subject to change
without notice and neither delivery of the Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the County or any
other parties described herein since the date hereof. All summaries of the Trust Agreement or other
documents are made subject to the provisions of such documents and do not purport to be complete
statements of any or all of such provisions. Reference is hereby made to such documents on file with the
County for further information in connection therewith.

The Underwriters have provided the following sentence for inclusion in this Official Statement.
The Underwriters have reviewed the information in this Official Statement in accordance with, and as part
of, their responsibility to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of
such information.

In connection with the offering of the Series 2004 Bonds, the Underwriters may over allot or
effect transactions which stabilize or maintain the market price of such Series 2004 Bonds at 2 level
above that which might otherwise prevail in the open market. Such stabilizing, if commenced, may be
discontinued at any time. The Underwriters may offer and sell the Series 2004 Bonds to certain dealers
and dealer banks and banks acting as agents at prices lower than the public offering price stated on the
cover page hereof and said public offering prices may be changed from time to time by the Underwriters.
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$454,112,915.70
COUNTY OF SAN DIEGO
TAXABLE PENSION OBLIGATION BONDS
SERIES 2004

INTRODUCTION

This introduction contains only a brief summary of certain of the terms of the Series 2004 Bonds
being offered, and a brief description of the Official Statement. All statements contained in this
introduction are qualified in their entirety by reference to the entire Official Statement. References to, and
summaries of, provisions of the Constitution and laws of the State of California and any documents
referred to herein do not purport to be complete and such references are qualified in their entirety by
reference to the complete provisions. Capitalized terms used in this Official Statement and not defined
elsewhere herein have the meanings given such terms under the Trust Agreement. See Appendix C — -
“Summary of the Second Supplemental Trust Agreement and the Trust Agreement - Definitions.”

General

This Official Statement, including the cover and the appendices attached hereto (the “Official
Statement”), provides certain information concerning the Taxable Pension Obligation Bonds, Series
2004A (the “Series 2004A Bonds™), Series 2004B (the “Series 2004B Bonds™) and Series 2004C (the
“Series 2004C Bonds” and, together with the Series 2004A Bonds and Series 2004B Bonds, the “Series
2004 Bonds”) issued by the County of San Diego (the “County™), in an aggregate principal amount of
$454,112,915.70. The Series 2004 Bonds will be issued pursuant to a Trust Agreement, dated as of
January 1, 1994, by and between the County and U.S. Trust Company of California, N.A. as amended and
supplemented by the First Supplemental Trust Agreement, dated as of September 1, 2002 (collectively,
the “Existing Trust Agreement”), and the Second Supplemental Trust Agreement (the “Second
Supplemental Trust Agreement” and, together with the Existing Trust Agreement, the “Trust
Agreement”) dated as of June 1, 2004 by and between the County and BNY Western Trust Company, as
trustee (the “Trustee™).

In satisfaction of a portion of its statutory obligation to pay the County’s portion of the San Diego
County Employees’ Retirement Association’s (the “Association”) unfunded actuarial accrued liability
(“UAAL”) of $1.434 billion as of June 30, 2003, the County will execute a Pension Obligation Debenture
(the “Debenture™) in the amount of $450,000,000 in favor of the Association. The Series 2004 Bonds are
being issued to refund the Debenture and to pay certain costs of issuance. See “Plan of Financing” herein.

The Series 2004 Bonds are payable on a parity with the County’s outstanding Taxable Pension
Obligation Bonds, Series A issued in the initial aggregate principal amount of $430,430,000 (the “1994
Bonds”) and the County’s outstanding Taxable Pension Bonds, Series 2002A, Series 2002B and Series
2002C (the “2002 Bonds,” collectively, the “Prior Bonds™ and, together with the Series 2004 Bonds and
any additional obligations which may be issued or incurred by the County under the Trust Agreement, the
“Bonds”). See “Security and Sources of Payment for the Series 2004 Bonds™ herein.

The County

The County, incorporated in 1850, is the southernmost major metropolitan area in the State of
California and covers 4,255 square miles. The County population in 2003 was estimated to be 2,989,300,
making it the third largest county in California. The County’s Fiscal Year 2004-05 budget totals
approximately $3.96 billion. The County possesses a diverse economic base consisting of manufacturing,



world trade, financial services, tourism, agriculture, defense and acrospace technology industries. For
financial, economic and demographic information about the County, see Appendix A hereto.

Security and Sources of Payment for the Series 2004 Bonds

The obligation of the County to make payments with respect to the Bonds is an absolute and
-unconditional obligation of the County imposed upon the County by law and enforceable against the
County pursuant to the County Employees Retirement Law of 1937, as amended (the “Retirement Law”),
and payment of Principal of, Accreted Value, premium, if any, and interest on the Bonds is not limited to
any special source of funds. The Trust Agreement provides that the County is obligated to deposit or
cause to be deposited with the Trustee the amount of the County’s obligations on the Bonds for each
fiscal year within thirty days of the commencement of such fiscal year. See Appendix C - “Summary of
the Second Supplemental Trust Agreement and the Trust Agreement — Funds and Accounts — Bond Fund;
Deposits to Bond Fund.” In the event that the County fails or neglects to make appropriations and
transfers in respect of its obligation to pay the Bonds, the judgment in the court action referred to in
“Validation” below (the “Validation Action) holds that the County Auditor-Controller will be obligated
pursuant to Section 31584 of the Retirement Law to satisfy the County’s obligations under the Bonds
from any money available in any fund in the County Treasury if the Board of Supervisors of the County
(the “Board”) fails or neglects to make such appropriations. ‘

THE PAYMENT OF PRINCIPAL OF, ACCRETED VALUE AND INTEREST ON THE
BONDS ARE OBLIGATIONS IMPOSED BY LAW PAYABLE FROM FUNDS TO BE
APPROPRIATED BY THE COUNTY PURSUANT TO THE RETIREMENT LAW. PURSUANT TO
SECTION 31584 OF THE RETIREMENT LAW, THE BOARD OF SUPERVISORS OF THE
COUNTY IS OBLIGATED TO MAKE APPROPRIATIONS TO PAY THE COUNTY’S PORTION OF
THE UNFUNDED ACCRUED ACTUARIAL LIABILITY OF THE ASSOCIATION AND PURSUANT
TO SUCH SECTION THE COUNTY AUDITOR-CONTROLLER SHALL TRANSFER FROM ANY
MONEY AVAILABLE IN ANY FUND IN THE COUNTY TREASURY THE SUMS SPECIFIED IF
THE BOARD OF SUPERVISORS FAILS TO MAKE SUCH APPROPRIATIONS. THE BONDS DO
NOT CONSTITUTE AN OBLIGATION OF THE COUNTY FOR WHICH THE COUNTY IS
OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION. THE BONDS DO NOT
CONSTITUTE AN INDEBTEDNESS OF THE COUNTY, THE STATE OR ANY OF ITS POLITICAL
SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT
LIMITATION OR RESTRICTION.

THE ASSOCIATION’S ASSETS WILL NOT SECURE OR BE AVAILABLE TO PAY
PRINCIPAL OF, ACCRETED VALUE OR INTEREST ON THE BONDS.

The Series 2004 Bonds

Purchases of the Series 2004 Bonds will be made in denominations (“Authorized
Denominations™) of (i) with respect to the Series 2004A Bonds and the Series 2004C Bonds $5,000
principal amount or any integral multiple thereof and (ii) with respect to the Series 2004B Bonds (the
“Auction Rate Securities”), $25,000 principal amount or any integral multiple thereof, and will be
registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New
York (“DTC”). DTC will act as securities depository of the Series 2004 Bonds. Ownership interests in the
Series 2004 Bonds may be purchased in book-entry form only. Principal of, Accreted Value, premium, if
any, and interest on the Series 2004 Bonds will be paid by the Trustee to DTC or its nominee, which will
in turn remit such payment to its Participants for subsequent disbursement to the beneficial owners of
interests in the Series 2004 Bonds. Interest on the Series 2004A Bonds will be payable on February 15
and August 15 of each year, commencing on August 15, 2005. Interest on the Series 2004B Bonds will be
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payable on February 15 and August 15 of each year, commencing on August 15, 2004. Interest on the
Series 2004C Bonds will compound semiannually on February 15 and August 15 of each year,
commencing on August 15,.2004. See “The Series 2004 Bonds™ herein. See Appendlx E - “Book-Entry
Only System and Global Clearance Procedures” attached hereto. _

Bond Insurance

The scheduled payment of principal of and interest on the Series 2004A Bonds and the Series
2004C Bonds when due will be guaranteed under a municipal bond new issue insurance policy to be
issued concurrently with the delivery of the Series 2004A Bonds and the Series 2004C Bonds by
Financial Guaranty Insurance Company, doing business in California as FGIC Insurance Company. The
scheduled payment of principal of and interest on the Series 2004B Bonds when due will be guaranteed
under a financial guaranty insurance policy to be issued concurrently with the delivery of the Series
2004B Bonds by XL Capital Assurance Inc. See “Bond Insurance” herein and Appendix G — “Form of
Municipal Bond New Issue Insurance Policy” and Appendix H — “Form of Financial Guaranty Insurance
Policy” attached hereto. :

Tax Matters

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, interest on the Series 2004
Bonds is not excludable from gross income for federal income tax purposes and is exempt from State of
California personal income taxes. Bond Counsel expresses no opinion regarding any other federal or state
tax consequences relating to the ownership or disposition of, or the accrual or receipt of interest on, the
Series 2004 Bonds. See “Tax Matters” herein and Appendix D hereto.

Continuing Disclosure

The County has agreed to provide, or cause to be provided, to each nationally recognized
municipal securities information repository and any public or private repository or entity designated by
the State as a state repository for purposes of Rule 15¢2-12(b)(5) adopted by the Securities and Exchange
Commission (each, a “Repository”) certain annual financial information and operating data and, in a
timely manner, notice of certain material events. These covenants have been made in order to assist the
Underwriters listed on the front cover page (collectively, the “Underwriters”) in complying with SEC
Rule 15¢2-12(b)(5). The County has never failed to comply in all material respects with any previous
undertakings with regard to said Rule to provide annual reports or notices of material events. See
“Continuing Disclosure” herein. '

Forward-Looking Statements

Certain statements included or incorporated by reference in the Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “expect,” “estimate,” “budget” or other similar words. The achievement of certain results or other.
expectations contained in- such forward-looking ' statements involve known and - unknown - risks,
uncertainties and other factors which may cause actual results, performance or achievements described to
be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements. Although such expectations reflected in such forward-looking
statements are believed to be reasonable, there can be no assurance that such expectations will prove to be
correct. The County is not obligated to issue any updates or revisions to the forward-looking statements if
or when its expectations, or events, conditions or circumstances on which such statements are based
occur, whether or not they prove to be correct.



_ Miscellaneous .

The description herein of the Trust Agreement and any other agreements relating to the Bonds are- .
qualified in their entirety by reference to such documents, and the descriptions herein of the Bonds are
qualified in their entirety by the form thereof and the information with respect thereto included in the
aforementioned documents. See Appendix C — “Summary of the Second Supplemental Trust Agreement
and the Trust Agreement.” Copies of the documents are on file and available for inspection at the
principal corporate trust office of the Trustee at 700 South Flower, Suite 500, Los Angeles, California
90017; Attention: Corporate Trust Department. All capitalized terms used in this Official Statement and
not otherwise defined herein have the same meanings as in the Trust Agreement. See Appendix C —
“Summary of the Second Supplemental Trust Agreement and the Trust Agreement” for- definitions of
certain words and terms used but not otherwise defined herein. :

The information and expressions of opinion herein speak only as of their date and are subject to
change without notice. Neither the delivery of this Official Statement nor any sale made hereunder nor
any future use of this Official Statement shall, under any circumstances, create any implication that there
has been no change in the affairs of the County since the date hereof.

The presentation of information, including tables of receipt of revenues, is intended to show
recent historical information and is not intended to indicate future or continuing trends in the financial
position or other affairs of the County. No representation is made that past experience, as it might be
shown by such financial and other information, will necessarily continue or be repeated in the future.

PLAN OF FINANCING

Pursuant to Section 31584 of the Retirement Law, the Board is required to appropriate and pay
amounts determined to be owing by the County to the Association. In satisfaction of a portion of its
statutory obligation to pay the Association the County’s portion of the UAAL in the amount of $1.434
billion as of June 30, 2003, the County will execute the Debenture in favor of the Association in the
amount of $450,000,000. The Series 2004 Bonds are being issued to refund the Debenture and to pay
certain costs of issuance. :

APPLICATION OF SERIES 2004 BOND PROCEEDS

The proceeds of the Series 2004 Bonds are expected to be applied approximately as set forth
below: o

Refunding of DEbEnture............ccowweeersoecesecssscrsosess $450,000,000.00 -
Costs OF ISSUANCED ...vveeeeeeecceeeresessssseneserensanes 4.112.915.70
- Total , - $454,112,915.70

M Includes fees of Bond Counsel, Underwriters’ Counsel, the Financial Advisor, the Trustee, Underwriters’
discount, rating agency fees, printing costs, premium for financial guaranty insurance policies and certain
miscellaneous expenses. Co

THE SERIES 2004 BONDS
General

The Series 2004 Bonds will be issued in fully registered form and will be registered in the name
of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will
act as securities depository of the Series 2004 Bonds. Ownership interests in the Series 2004 Bonds may
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be purchased in book-entry form only. Principal of, Accreted Value, premium, if any, and interest on the
Series 2004 Bonds will be paid by the Trustee to DTC or its nominee, which will in turn remit such
payment to its Participants for subsequent disbursement to the beneficial owners of interests in the Series
2004 Bonds. See “Book-Entry Only System™ herein. : :

Series 2004A Bonds

General The Senes 2004A Bonds will be issued as fully registered bonds, w1thout coupons in
book-entry only form, in denominations of $5,000 principal amount or any integral multiple thereof. The
Series 2004A.Bonds shall be dated their date of delivery and will bear interest at the respective rates and
mature on the dates set forth therefor on the inside cover page of this Official Statement. Interest on the
Series 2004A Bonds shall be payable semiannually on February 15 and August 15 of each year (each.an
“Interest Payment Date”), commencing on August 15, 2005. The Series 2004A Bonds will bear interest
from the Interest Payment Date next preceding the date of registration thereof, unless such date of
registration is after a Record Date and on or prior to an Interest Payment Date, in which event they shall
bear interest from such Interest Payment Date, or unless such date of registration is prior to the Initial
Interest Payment Date, in which event they shall bear interest from their date of delivery; provided,
however, that if at the time of registration of any Series 2004A Bond interest is then in default on the
Outstanding Series 2004A Bonds, such Series 2004A Bond shall bear interest from the Interest Payment
Date to which interest has previously been paid or made available for payment on the Outstanding Series
2004A Bonds. Interest on the Series 2004A Bonds will be calculated on the basis of a 360-day year
comprised of twelve 30-day months.

Optional Redemption. The Series 2004A Bonds are subject to redemption prior to their maturity,
at the option of the County, from any source available for such purpose, in whole or in pa.rt on any date, at
a redemptlon price equal to the greater of:

1) '100 percent of the principal amount of the Series 2004A Bonds to be redeemed; or

) the sum of the present values of the remaining scheduled payments of principal and
interest on the Series 2004A Bonds to be redeemed (exclusive of interest accrued to the date fixed for
redemption) discounted to the date of redemption on a semiannual basis (assuming a 360-day yea.r
consisting of twelve 30-day months) at the Treasury Rate plus 12.5 basis points,

plus in each case, accrued and unpaid interest on the Series 2004A Bonds being redeemed to the date
fixed for redemption. - =

For the purpose of determining the Treasury Rate, the following definitions will épply:

“Treasury Rate” means, with respect to any redemption date for a particular Series.2004A Bond,
the rate per annum, expressed as a percentage of the principal amount, equal to the semiannual equivalent
yield to maturity or interpolated maturity of the Comparable Treasury Issue, assuming that the
Comparable Treasury Issue is purchased on the redemption date for a price equal to the Comparable
Treasury Price, as calculated by the Designated Investment Banker.

“Comparable Treasury Issue” means, with respect to any redemption date for a particular Series
2004A Bond, the United States Treasury security or securities selected by the Designated Investment
Banker which has an actual or interpolated maturity comparable to the remaining average life of the
applicable Series 2004 A Bonds to be redeemed, and that would be utilized in accordance with customary
financial practice in pricing new issues of debt securities of comparable maturity to the remaining average
life of the Series 2004 A Bonds to be redeemed.




~ “Comparable Treasury Price” means, with respect to any redemption date for a particular Series
2004A Bond, (1) if the Designated Investment Banker receives at least four Reference Treasury Dealer
Quotations, the average of such quotations for such redemption date, after excluding the highest and
lowest Reference Treasury Deal Quotations, or (2) if the Designated Investment Banker obtains fewer
than four such Reference Treasury Dealer Quotations, the average of all such quotations.

“Designated Investment Banker” means one of the Reference Treasury Dealers appointed by the
County. ’ :

“Reference Treasury Dealer” means Citigroup Global Markets Inc. and their respective
successors and three other firms, specified by the County from time to time, that are primary U.S.
Government securities dealers in the City of New York (each a “Primary Treasury Dealer”); provided,
however, that if any of them ceases to be a Primary Treasury Dealer, the County shall substitute another
Primary Treasury Dealer. '

“Reference Treasury Deal Quotations” means, with respect to each Reference Treasury Dealer
and any redemption date for a particular Series 2004A Bond, the average, as determined by the
Designated Investment Bank, of the bid and asked prices for the Comparable Treasury Issue (expressed in
each case as a percentage of its principal amount) quoted in writing to the Designated Investment Banker
by such Reference Treasury Dealer at 3:30 p.m., New York City time, on the third business day preceding
such redemption date. : ; Co

Series 2004B Bonds

General. The Series 2004B Bonds shall be issued in two subseries (each a “Subseries”),
designated Subseries 2004B-1 and Subseries 2004B-2. The Series 2004B Bonds will be issued in
denominations $25,000 or any integral multiple thereof. The Series 2004B Bonds shall be dated and will
mature on the dates set forth on the inside cover page of this Official Statement. Each of the Subseries of
the Series 2004B Bonds, prior to the Fixed Rate Conversion Date for any one or more Subseries shall be
“Auction Rate Securities.” While Series 2004B Bonds are Auction Rate Securities, Series 2004B Bonds
will bear interest as set forth under this caption and in Appendix F hereto. Interest on Series 2004B Bonds
will be payable semiannually on each Interest Payment Date, commencing on August 15, 2004. The
Series 2004B Bonds will bear interest from the Interest Payment Date next preceding the date of
registration thereof, unless such date of registration is after a Record Date and on or prior to an Interest
Payment Date, in which event they shall bear interest from such Interest Payment Date, or unless such
date of registration is prior to the Initial Interest Payment Date, in which event they shall bear interest
from their date of delivery; provided, however, that if at the time of registration of any Series 2004B
Bond interest is then in default on the Outstanding Series 2004B Bonds, such Series 2004B Bond shall
bear interest from the Interest Payment Date to which interest has previously been paid or made available
for payment on the Outstanding Series 2004B Bonds. Interest on the Series 2004B Bonds will be
calculated on the basis of a 360-day year for the actual number of days elapsed. -

Optional Redemption. Series 2004B Bonds shall be subject to redemption at the option of the .
County, at a redemption price of 100% of the principal amount thereof plus accrued and unpaid interest
with respect thereto, on any Interest Payment Date, prior to their respective maturities in any order of
maturity from any moneys available therefor, in whole or in part in any Authorized Denomination.

Mandatory Redemption. The Series 2004B Bonds, Subseries B-1 (the “Series 2004B-1-Bonds™)

shall be subject to mandatory sinking fund redemption prior to maturity at a prépayment price equal to the
principal amount of the Series 2004B-1 Bonds to be redeemed, plus accrued interest with respect thereto
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to the redemption date, on August 15 of each year, commencing on August 15, 2022 in the pr1nc1pal
amounts and on the redemption dates as follows

Redemption Date : :
(August 15) = Principal Amount

2022 $19,425,000

2023 25,875,000

2024* 28,625,000

*Stated Maturity.

The Series 2004B Bonds, Subseries B-2 (the “Series 2004B-2 Bonds™) shall be subject to
mandatory sinking fund redemption prior to maturity at a prepayment price equal to the principal amount
of the Series 2004B-2 Bonds to be redeemed, plus accrued interest with respect thereto to the redemption
date, on August 15 of each year, commencing on August 15, 2022 in the principal amounts and on the
redemption dates as follows:

Redemption Date
(August 15) Principal Amount
2022 $19,400,000
2023 : 25,875,000
2024* 28,625,000

*Stated Maturity.

Auction Rate Provisions. While any Series 2004B Bonds are Auction Rate Securities, except as
otherwise spec1ﬁca11y provided in the Trust Agreement, the provisions of the Trust Agreement
summarized in Appendix C and the auction and settlement procedures summarized in Appendix F will
govern the interest rates per annum and the payment terms of the Series 2004B Bonds. See “Interest

Rates” and “Applicable Auction Rates,” below. For a further description of the Auction Rate Securities,
see also Appendix C — “Summary of the Second Supplemental Trust Agreement and the Trust

Agreement” and Appendix F — “Auction and Settlement Procedures™ attached hereto.

It is anticipated that Citigroup Global Markets Inc., E. J. De La Rosa & Co., Inc. and UBS
Financial Services, Inc. will act as initial Broker-Dealers with respect to the Series 2004B Bonds.
Deutsche Bank Trust Company Americas will act as initial Auction Agent with respect to the Series
2004B Bonds.

Interest Rates. The Series 2004B Bonds will initially bear interest at the Applicable Auction Rate
established pursuant to the Auction Procedures described in Appendix F attached hereto. Interest on
* Auction Rate Securities will accrue for each Auction Interest Period or portion thereof and will be
payable in arrears on each succeeding Interest Payment Date. “Auction Interest Period” means, as to the
applicable Auction Rate Securities of a Subseries, each period during which a specific Auction Rate is in
effect, as a result of an Auction, for such Subseries of Auction Rate Securities, which Auction Interest
Period may be a twenty-eight (28) day period, or such other period as may be designated from time to
time as an Auction Interest Period by the County and the Market Agent pursuant to an Auction Interest
Period Adjustment for a Subseries of Auction Rate Securities, each Auction Interest Period running from,
and including, the day following the last day of the prior Auction Interest Period for such Subseries of
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Auction Rate Securities to the day of the next Auction for such Subseries of Auction Rate Securities;
provided that the initial Auction Interest Period shall commence on the date of delivery. of the Series
* 2004B Bonds and shall end on the initial Auction Date for the applicable Subseries set forth on the inside
from cover page of this Official Statement. The length of an Auction Interest Period may be adjusted
pursuant to the Supplemental Trust Agreement. See Appendix C —~ “Summary of the Second
- Supplemental Trust Agreement and the Trust Agreement” attached hereto.

Interest payments on the Auction Rate Securities are to be made by the Trustee to the persons
who appear as registered owners on the registration books maintained by the Trustee as bond registrar as
of the close of business on the second Business Day next preceding each Interest Payment Date (the
“Regular Record Date”).

Applicable Auction Rate. The rate per annum at which interest is payable on Auction Rate
Securities for each Auction Interest Period is referred to as the “Applicable Auction Rate.” Interest on
Auction Rate Securities shall be computed on the basis of a 360-day year for the actual number of days
clapsed. The rates of interest on each subseries of the Series 2004B Bonds for the first Auction Interest
Period will be determined by the Broker-Dealers on or prior to the day preceding the date of original
delivery of the Series 2004B Bonds. The rate of interest on each Subseries for each subsequent Auction
Interest Period shall be equal to the annual rate of interest that results from implementation of the Auction
~ Procedures described in Appendix F — “Auction Procedures,” subject to the limitations described below.

(A)  If a notice of an adjustment in the percentages used to determine the Maximum Auction
Rate, the All-Hold Rate and the Non-Payment Rate (in each case, defined in Appendix C hereto) shall
have been given by the Market Agent for a Subseries and such adjustment shall not have taken effect
because of a failure to satisfy either of the conditions set forth in clause (i) under “Description of Auctions
for Auction Rate Securities — Adjustment of Percentages Used to Determine Maximum, All-Hold and
Non-Payment Rates” in Appendix F, then an Auction shall not be held with respect to such Subseries for
the succeeding Auction Interest Period; and the rate of interest for such subseries of Series 2004B Bonds
for such Auction Interest Period shall equal the Maximum Auction Rate. :

®3) If, on any Auction Date, an Auction is not held for any other reason, the rate of interest
for the next succeeding Auction Interest Perlod shall equal the Maximum Auctlon Rate on such Auction
Date.

Notwithstanding the foregoing, if the ownership of Auction Rate Securities of any Subseries is no
longer maintained in book-entry form by the Securities Depository, the Applicable Auction Rate for each -
Subseries for any Auction Interest Period thereafter shall equal the Maximum Auction Rate on the
Business Day immediately preceding the first day of the applicable Auction Interest Period. In addition,
ifa payment default shall have occurred, the Applicable Auction Rate for the Auction Interest Period
commencing on or immediately after such payment default and for each Auction Interest Period thereafter
" to and including the Auction Interest Period, if any, during which, or commencing less than two (2)
Business Days after, such payment default is cured shall equal the Non-Payment Rate on the first day of
each such Auction Interest Period; provided, however, that for any Auction that occurred on the Business
Day immediately preceding any such Auction Interest Period, the Applicable Auctlon Rate for that
Auction Interest Period shall be the Non-Payment Rate. ‘

Conversion of Auction Rate Securities to Fixed Interest Rates. On any Interest Payment Date, at
the option of the County, all but not less than all of the Auction Rate Securities of a Subseries may be
converted from Auction Rate Securities to Series 2004B Bonds bearing interest at fixed interest rates and
on such date (the “Fixed Rate Conversion Date) the Auction Rate Securities of such Subseries will be
subject to mandatory tender for purchase at a price of par, plus accrued but unpaid interest. Not less than
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40 days prior to the Fixed Rate Conversion Date, the Trustee is required to mail written notice of the
conversion and mandatory tender to the Owners of the Auction Rate Securities of such Subseries to be
converted setting forth the information required in the Second Supplemental Trust Agreement. Upon
satisfaction of certain conditions set forth in the Second Supplemental Trust Agreement, the Series 2004B
Bonds of such Subseries shall be purchased or deemed purchased at the Tender Price. See Appendix C —
“Summary of the Second Supplemental Trust Agreement and the Trust Agreement — Conversion of
Auction Rate Securities to Fixed Interest Rates” and “- Purchase of Auction Rate Securities” attached
hereto :

Series 2004C Bonds

General. The Series 2004C Bonds will be dated as of their delivery date and will mature on the
dates and in the principal amounts and bear interest at the rates and shall have the Accreted Value as set
forth on the inside cover page hereof. Interest on the Series 2004C Bonds of each maturity will be
compounded semiannually (with straight-line interpolations between Interest Payment Dates) at the
respective rates per annum set forth on the inside cover page hereof (as the Yield To Maturity thereof) on
each Interest Payment Date (calculated on the basis of a 360-day year comprised of 12 months of 30 days
each) commencing on August 15, 2004. The Accreted Value as of the Closing Date and each Interest
Payment Date for a Series 2004C Bond having an Accreted Value of $5,000 at each of the maturity dates
set forth on the inside cover page hereof is set forth in the Accreted Value Table. See Appendix I —
“Accreted Value Table” attached hereto. The Accreted Value of the Series 2004 C Bonds for any date not
indicated on the Accreted Value Table shall be determined by computing and compounding interest in
accordance with the Second Supplemental Trust Agreement and assuming in any year that such Accreted
Value increases in equal daily amounts on the basis of a year of 360 days composed of 12 months of 30
days each.

Redemption. The Series 2004C Bonds are not subject to redemption prior to maturity.

Redemption Procedures

Sinking Fund Redemption of Term Bonds. The Trustee will effect each mandatory sinking fund
redemption of any Series 2004 Term Bonds (the “Term Bonds™) by redeeming from each person who is
the registered owner of a Term Bond to be redeemed on the Record Date immediately preceding a
redemption date, an amount of such Term Bonds determined by (1) multiplying the principal amount of
the Term Bonds to be redeemed on the applicable redemption date by a fraction the numerator of which is
the principal amount of the Term Bonds owned by such registered owner and the denominator of which is
the principal amount of the Term Bonds outstanding immediately prior to such date of redemption, and
(2) then rounding the product down to the next lower integral multiple of $25,000. The Trustee will
apply, to the extent possible, any remaining amount of a sinking fund installment to redeem $25,000 units
of such Series 2004B Bonds and w111 select by lot the units to be redeemed from all such Term Bond
registered owners. '

Notice of Redemption. Notice of the intended redemption shall be given by the Trustee by first
class mail to the registered owner at the address of such owner. All such redemption notices shall be
given not less than thirty (30) days nor more than sixty (60) days prior to the redemption date. Each notice
of redemption shall state the date of such notice, the redemption price, if any, the name and appropriate
address of the Trustee, the CUSIP number (if any) of the maturity or maturities, and, if less than all of any
such maturity is to be redeemed, the distinctive certificate numbers of the Series 2004A Bonds or Series
2004B Bonds, as applicable, of such maturity, to be redeemed and, in the case of Series 2004A Bonds or
Series 2004B Bonds, as applicable, to be redeemed in part only, the respective portions of the principal
amount thereof to be redeemed. Each such notice shall also state that on said date there will become due
and payable on each of said Series 2004 Bonds the redemption price, if any, thereof and in the case of a
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Series 2004A Bonds or Series 2004B Bonds to be redeemed in part only, the specified portion of the
~ principal amount thereof to be redeemed, together with interest accrued thereon to the redemption date,
and that from and after such redemption date interest thereon shall cease to accrue, and shall require that
such Series 2004A Bonds or Series 2004B Bonds, as applicable, be then surrendered at the address of the
Trustee specified in the redemption notice. Failure to receive such notice shall not invalidate any of the
proceedings taken in connection with such redemption. : :

Notice of such redemption shall also be sent to the Insurer, to each Broker-Dealer (if applicable), -
to the Rating Agencies, to all municipal registered Securities Depositories and to at least two of the
NRMSIRs, no later than simultaneously with the mailing of notices required by the first paragraph above; -
provided, that neither failure to receive such notice nor any defect in any notice so mailed shall affect the
sufficiency of the proceedings for the redemption of such Series 2004A Bonds or Series 2004B Bonds, as -
applicable. o ‘ l

Failure to give notice by mailing to the registered owner of any Series 2004A Bonds or Series
~ 2004B Bonds, as applicable, designated for redemption or tender or to any depository or information
service shall not affect the validity of the proceedings for the redemption of such Series 2004A Bonds or
Series 2004B Bonds, as applicable, if notice of such redemption shall have been mailed as herein
provided. : : '

Effect of Notice of Redemption. From and after the date fixed for redemption, if funds available
for the payment of the principal of and interest (and premium, if any) with respect to the Series 2004
Bonds so called for redemption will have been duly provided, such Series 2004 Bonds so called will
cease to be entitled to any benefit under the Trust Agreement other than the right to receive payment of
the principal, interest accrued to the Redemption Date, and premium, if any, and no interest shall accrue
with respect thereto from and after the Redemption Date specified in the notice of such redemption..

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

General

Pursuant to the Retirement Law, the County Board of Supervisors is obligated to appropriate and
make payments to the Association for certain amounts arising as a result of retirement benefits accruing to
members of the Association. Pursuant to Section 31584 of the Retirement Law, the Board of Supervisors
of the County is obligated to make appropriations to pay the County’s portion of the UAAL of the
Association and pursuant to such Section, the County Auditor-Controller will transfer from any money
available in any fund in the County Treasury the sums specified if the Board fails to make such
appropriations. The Trust Agreement provides that the County is obligated to deposit or cause to be
deposited with the Trustee the amount of the County’s obligations on the Bonds for each fiscal year
within thirty days of the commencement of such fiscal year. Fora description of the method used to
determine the amount the County is obligated to deposit with respect to Auction Rate Securities, see
Appendix C — “Summary of the Second Supplemental Trust Agreement and the Trust Agreement”
attached hereto.

THE PAYMENT OF PRINCIPAL OF, ACCRETED VALUE AND INTEREST ON THE
BONDS ARE OBLIGATIONS IMPOSED BY LAW PAYABLE FROM FUNDS TO "BE
APPROPRIATED BY THE COUNTY PURSUANT TO THE RETIREMENT LAW. PURSUANT TO
SECTION 31584 OF THE RETIREMENT LAW, THE BOARD OF SUPERVISORS OF THE
COUNTY IS OBLIGATED TO MAKE APPROPRIATIONS TO PAY THE COUNTY’S PORTION OF
THE UNFUNDED ACCRUED ACTUARIAL LIABILITY OF THE ASSOCIATION AND PURSUANT
TO SUCH SECTION THE COUNTY AUDITOR-CONTROLLER MUST TRANSFER FROM ANY
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MONEY AVAILABLE IN ANY FUN(D IN THE COUNTY TREASURY THE SUMS SPECIFIED IF
THE BOARD OF SUPERVISORS FAILS TO MAKE SUCH APPROPRIATIONS.

The Trust Agreement provides that the County reserves the right to enter into one or more other
agreements or indentures for any of its corporate purposes, and reserves the right to issue other
obligations for such purposes. See Appendix C — “Summary of the Second Supplemental Trust
Agreement and the Trust Agreement” attached hereto.

‘THE BONDS DO NOT CONSTITUTE AN OBLIGATION OF THE COUNTY FOR WHICH
THE COUNTY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION. THE BONDS
DO NOT CONSTITUTE AN INDEBTEDNESS OF THE COUNTY, THE STATE OR ANY OF ITS
POLITICAL SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR
STATUTORY DEBT LIMITATION OR RESTRICTION.

Fiscal Year Debt Service on Outstanding Pension Obligation Bonds
The following table sets forth the debt service obligations in each fiscal year for the outstanding
pension obligation bonds of the County. For information on other County debt service obligations and

other information regarding the General Fund of the County, see Appendix A — “Economic, Financial and
Demographic Information Regarding the County of San Diego™ attached hereto.
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Footnotes to Oufétanding Bonds Fiscal Year Debt Service Table above.

(" The County has proposed economically defeasing all or a portion of the 1994 Bonds from available resources in
its Fiscal Year 2004-05 Operational Plan. Such proposal has not been approved by the County Board of
Supervisors as of the date hereof.

@ Assumes the 2002 unhedged auction rate securities at an average rate of 5.41%.

©) Assumes the 2004 unhedged auction rate securities at an average rate of 5.41%.

@ Includes compound interest. : :

VALIDATION

On November 10, 1993, the County, acting pursuant to the provisions of Sections 860 et seq. of
the California Code of Civil Procedure and Government Code Sections 53511 and 53589.5, filed a
complaint in the Superior Court of the State of California for the County of San Diego seeking judicial
validation of the proceedings and transactions relating to the issuance of the Debentures, the Prior Bonds
and any future series of bonds, including the Series 2004 Bonds, to be issued by the County in connection
therewith (collectively, the “Pension Obligations Bonds™) and certain other matters. On December 16,
1993, the court entered a default judgment to the effect, among other thmgs that the Pension Obligations
Bonds are valid, legal and binding obligations of the County and in conformity with all applicable
provisions of law. In issuing the opinion as to the validity of the Series 2004 Bonds, Bond Counsel will
rely upon the entry of the foregoing default judgment.

BOND INSURANCE
Financial Guaranty

Financial Guaranty has supplied the following information for inclusion in this Official
Statement. No representation is made by the County or the Underwriters as to the accuracy or
completeness of this information.

Payments Under the Financial Guaranty Policy. Concurrently with the issuance of the Series
2004A Bonds and Series 2004C Bonds, Financial Guaranty Insurance Company, doing business in
California as FGIC Insurance Company (“Financial Guaranty™) will issue its Municipal Bond New Issue
Insurance Policy for the Series 2004A Bonds and Series 2004C Bonds (the “Financial Guaranty Policy™).
The Financial Guaranty Policy unconditionally guarantees the payment of that portion of the principal of
and interest on the Series 2004A Bonds and Series 2004C Bonds which has become due for payment, but
shall be unpaid by reason of nonpayment by the County. Financial Guaranty will make such payments to
U.S. Bank Trust National Association, or its successor as its agent (the “Fiscal Agent”), on the later of the
date on which such principal or interest is due or on the business day next following the day on which
Financial Guaranty shall have received notice (in accordance with the terms of the Financial Guaranty
Policy) from an owner of Series 2004A Bonds and Series 2004C Bonds or the trustee or paying agent (if
any) of the nonpayment of such amount by the County. The Fiscal Agent will disburse such amount due
on any Series 2004 A Bond to its owner upon receipt by the Fiscal Agent of evidence satisfactory to the
Fiscal Agent of the owner's right to receive payment of the principal or interest due for payment and
evidence, including any appropriate instruments of assignment, that all of such owner's rights to payment
of such principal or interest shall be vested in Financial Guaranty. The term “nonpayment” in respect of a
Series 2004 A Bond includes any payment of principal or interest made to an owner of a Series 2004 A
Bond which has been recovered from such owner pursuant to the United States Bankruptcy Code by a
trustee in bankruptcy in accordance with a final, nonappealable order of a court having competent
jurisdiction.
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Once issued, the Financial Guaranty Policy is non-cancellable by Financial Guaranty. The
Financial Guaranty Policy covers failure to pay principal of the Series 2004A Bonds and Series 2004C
Bonds on their stated maturity dates and their mandatory sinking fund redemption dates, and not on any
other date on which the Series 2004A Bonds and Series 2004C Bonds may have been otherwise called for

- redemption, accelerated or advanced in maturity. The Financial Guaranty Policy also covers the failure to
pay interest on the stated date for its payment. If the Series 2004A Bonds and Series 2004C Bonds are
accelerated or become subject to mandatory redemption, Financial Guaranty will be obligated to pay
principal and interest on the originally scheduled principal (including mandatory sinking fund
redemption) and interest payment dates. Upon such payment, Financial Guaranty will become the owner
of the Series 2004 A Bond, appurtenant coupon or right to payment of principal or interest on such Series
2004 A Bond and will be fully subrogated to all of the Bondholder's rights thereunder.

The Financial Guaranty Policy does not insure any risk other than Nonpayment by the County, as
defined in the Financial Guaranty Policy. Specifically, the Financial Guaranty Policy does not cover: (i)
payment on acceleration, as a result of a call for redemption (other than mandatory sinking fund
redemption) or as a result of any other advancement of maturity; (i) payment of any redemption,
prepayment or acceleration premium; or (iii) nonpayment of principal (or accreted value, if applicable) or
interest caused by the insolvency or negligence or any other act or omission of the trustee or paying agent,
if any. :

As a condition of its commitment to insure Series 2004A Bonds and Series 2004C Bonds,
Financial Guaranty may be granted certain rights under the Series 2004 A Bond documentation. The
specific rights, if any, granted to Financial Guaranty in connection with its insurance of the Series 2004A
Bonds and Series 2004C Bonds may be set forth in the description of the principal legal documents
appearing elsewhere in this Official Statement, and reference should be made thereto.

The Financial Guaranty Policy is not covered by the Property/Casualty Insurance Security Fund
specified in Article 76 of the New York Insurance Law. The Financial Guaranty Policy is not covered by
the California Insurance Guaranty Association (California Insurance Code, Article 14.2).

Financial Guaranty Insurance Company. Financial Guaranty, a New York stock insurance
corporation, is a direct, wholly-owned subsidiary of FGIC Corporation, and provides financial guaranty
insurance for public finance and structured finance obligations. Financial Guaranty is licensed to engage
in financial guaranty insurance in all 50 states, the District of Columbia and the Commonwealth of Puerto
Rico and, through a branch, in the United Kingdom. Financial Guaranty is a wholly-owned subsidiary of
FGIC Corporation, a Delaware corporation.

On December 18, 2003, an investor group consisting of The PMI Group, Inc. (“PMI”), affiliates
of The Blackstone Group L.P. (“Blackstone”), affiliates of The Cypress Group L.L.C. (“Cypress™) and
affiliates of CIVC Partners L.P. (“CIVC”) acquired FGIC Corporation (the “FGIC Acquisition”) from a
subsidiary of General Electric Capital Corporation (“GE Capital”). PMI, Blackstone, Cypress and CIVC
acquired approximately 42%, 23%, 23% and 7%, respectively, of FGIC Corporation's common stock. GE
Capital retained approximately $234.6 million in liquidation preference of FGIC Corporation's
convertible participating preferred stock and approximately 5% of FGIC Corporation's common stock.
Neither FGIC Corporation nor any of its shareholders is obligated to pay any debts of Financial Guaranty
or any claims under any insurance policy, including the Financial Guaranty Policy, issued by Financial
Guaranty. ' ’ - o

Financial Guaranty is subject to the insurance laws and regulations of the State of New York,
where it is domiciled, including Article 69 of the New York Insurance Law (“Article 69”), a
comprehensive financial guaranty insurance statute. Financial Guaranty is also subject to the insurance
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laws and regulations of all other jurisdictions in which it is licensed to transact insurance business. The
insurance laws and regulations, as well as the level of supervisory authority that may be exercised by the
various insurance regulators, vary by jurisdiction, but generally require insurance companies to maintain
minimum standards of business conduct and solvency, to meet certain financial tests, to comply with
requirements concerning permitted investments and the use of policy forms and premium rates and to file
quarterly and annual financial statements on the basis of statutory accounting principles (“SAP”) and
other reports. In addition, Article 69, among other things, limits the business of each financial guaranty
insurer, including Financial Guaranty, to financial guaranty insurance and certain related lines.

For the three months ended March 31,-2004; and the years ended December 31, 2003 and
December 31, 2002, Financial Guaranty had written directly or assumed through reinsurance, guaranties
of approximately $11.3 billion, $42.4 billion and $47.9 billion par value of securities, respectively (of
which approximately 50%, 79% and 81%, respectively, constituted guaranties of municipal bonds), for
which it had collected gross premiums of approximately $56.4 million, $260.3 million and $232.6
million, respectively. For the three months ended March 31, 2004, Financial Guaranty had reinsured,
through facultative arrangements, approximately .03% of the risks it had written,

As of March 31, 2004, Financial Guaranty had net admitted assets of approximately $2.864
billion, total liabilities of approximately $1.728 billion, and total capital and surplus of approximately
$1.136 billion, determined in accordance wnh statutory accounting practices prescrlbed or permnted by
insurance regulatory authorities.

The audited financial statements of Financial Guaranty as of March 31, 2004, December 31, 2003
and December 31, 2002, which have been filed with the Nationally Recognized Municipal Securities
Information Repositories (“NRMSIRs”), are hereby included by specific reference in this Official
Statement. Any statement contained herein under the heading “Bond Insurance — Financial Guaranty,” or
in any documents included by specific reference herein, shall be modified or superseded to the extent
required by any statement in any document subsequently filed by Financial Guaranty with such
NRMSIRs, and shall not be deemed, except as so modified or superseded, to constitute a part of this
Official Statement. All financial statements of Financial Guaranty (if any) included in documents filed by
the County with the NRMSIRs subsequent to the date of this Official Statement and prior to the
termination of the offering of the Series 2004A Bonds and Series 2004C Bonds shall be deemed to be
included by specific reference into this Official Statement and to be a part hereof from the respective
dates of filing of such documents.

Financial Guaranty also prepares quarterly and annual financial statements on the basis of
generally accepted accounting principles. Copies of Financial Guaranty's most recent GAAP and SAP
financial statements are available upon request to: Financial Guaranty Insurance Company, 125 Park
Avenue, New York, NY 10017, Attention: Corporate Communications Department. Financial Guaranty's
telephone number is (212) 312-3000.

Financial Guaranty’s Credit Ratings. The financial strength of Financial Guaranty is rated
“AAA” by Standard & Poor's, a Division of The McGraw-Hill Companies, Inc., “Aaa” by Moody's
Investors Service, and “AAA” by Fitch Ratings. Each rating of Financial Guaranty should be evaluated
independently. The ratings reflect the respective ratings agencies' current assessments of the insurance
financial strength of Financial Guaranty. Any further explanation of any rating may be obtained only
from the applicable rating agency. These ratings are not recommendations to buy, sell or hold the Series
2004A Bonds and Series 2004C Bonds, and are subject to revision or withdrawal at any time by the rating
agencies. Any downward revision or withdrawal of any of the above ratings may have an adverse effect
on the market price of the Series 2004A Bonds and Series 2004C Bonds. Financial Guaranty does not
guarantee the market price or investment value of the Series 2004A Bonds and Series 2004C Bonds nor
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does it guarantee that the ratings on the Series 2004A Bonds and Series 2004C Bonds will not be revised
or withdrawn. : ' o

Neither Financial Guaranty nor any of its affiliates accepts any responsibility for the
accuracy or completeness of the Official Statement or any information or disclosure that is
provided to potential purchasers of the Series 2004A Bonds and Series 2004C Bonds, or omitted
from such disclosure, other than with respect to the accuracy of information with respect to -
Financial Guaranty or the Financial Guaranty Policy under the heading “Bond Insurance —
Financial Guaranty” herein. In addition, Financial Guaranty makes no representation regarding
the Series 2004A Bonds and Series 2004C Bonds or the advisability of investing in the Series 2004A
Bonds and Series 2004C Bonds. - :

XLCA

XLCA has supplied the following information for inclusion in this Official Statement. No
representation is made by the County or the Underwriters as to the accuracy or completeness of this
information.

The Insurer accepts no responsibility for the accuracy or completeness of this Official Statement
or any other information or disclosure contained herein, or omitted herefrom, other than with respect to
the accuracy of the information regarding XLCA and its affiliates set forth under this heading “XLCA.”

In addition, the XLCA makes no representation regarding the Series 2004B Bonds or the advisability of
investing in the Series 2004B Bonds.

General. XL Capital Assurance Inc. (the “XLCA”) is a monoline financial guaranty insurance
company incorporated under. the laws of the State of New York. XLCA is' currently licensed to do
insurance business in, and is subject to the insurance regulation and supervision by, the State of New
York, forty-eight other states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands and
Singapore. XLCA has a license application pending with the State of Wyoming, the only state in which it
is not currently licensed.

XLCA is an indirect wholly owned subsidiary of XL Capital Ltd, a Cayman Islands corporation
(“XL Capital Ltd”). Through its subsidiaries, XL Capital Ltd is a leading provider of insurance and
reinsurance coverages and financial products to industrial, commercial and professional service firms,
insurance companies and other enterprises on a worldwide basis. The common stock of XL Capital Ltd is
publicly traded in the United States and listed on the New York Stock Exchange (NYSE: XL). XL
Capital Ltd is not obligated to pay the debts of or claims against XLCA. T

XLCA was formerly known as The London Assurance of America Inc. (“London”), which was
incorporated on July 25, 1991 under the laws of the State of New York. On February 22, 2001, XL
Reinsurance America Inc. (“XL Re”) acquired 100% of the stock of London. XL Re merged its former
financial guaranty subsidiary, known as XL Capital Assurance Inc. (formed September 13, 1999) with
and into London, with London as the surviving entity. London immediately changed its name to XL
Capital Assurance Inc. All previous business of London was 100% reinsured to Royal Indemnity
Company, the previous owner at the time of acquisition.

Reinsurance. XLCA has entered into a facultative quota share reinsurance agreement with XL
Financial Assurance Ltd (“XLFA”), an insurance company organized under the laws of Bermuda, and an
affiliate of XLCA. Pursuant to this reinsurance agreement, XLCA expects to cede up to 90% of its
business to XLFA. XLCA may also cede reinsurance to third parties on a transaction-specific basis,
which cessions may be any or a combination of quota share, first loss or excess of loss. -Such reinsurance
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is used by XLCA as a risk management device and to comply with statutory and rating agency
requirements and does not alter or limit XLCA's obligations under any financial guaranty insurance
policy. With respect to any transaction insured by XLCA, the percentage of risk ceded to XLFA may be
less than 90% depending on certain factors including, without limitation, whether XLCA has obtained
third party reinsurance covering the risk. As a result, there can be no assurance as to the percentage
reinsured by XLFA of any given financial guaranty insurance policy issued by XLCA, mcludmg the
XLCA Policy.

Based on the audited financials of XLFA, as of December 31, 2003, XLFA had total assets,
liabilities, redeemable preferred shares and shareholders’ equity of $831,762,000, $401,123,000,
$39,000,000 and $391,639,000, respectively, determined -in accordance with generally accepted
accounting principles in the United States. XLFA’s insurance financial strength is rated “Aaa” by
Moody’s and “AAA” by S&P and Fitch Inc. In addition, XLFA has obtained a financial enhancement
rating of “AAA” from S&P.

The obligations of XLFA to XLCA under the reinsurance agreement described above are
unconditionally guaranteed by XL Insurance (Bermuda) Ltd (“XLI”), a Bermuda company and one of the
world's leading excess commercial insurers. XLI is a wholly owned indirect subsidiary of XL Capital
Ltd. In addition to A.M. Best’s rating of “A+” (Negative Outlook), XLI’s insurance financial strength
rating is “Aa2” by Moody’s, “AA-" by Standard & Poor’s and “AA” by Fitch. The ratings of XLFA and
XLI are not recommendations to buy, sell or hold securities, including the Series 2004B Bonds and are
subject to revision or withdrawal at any time by Moody’s, Standard & Poor’s or Fitch.

Notwithstanding the capital support provided to XLCA described in this section, the holders of
the Series 2004B Bonds will have direct recourse against XLCA only, and neither XLFA nor XLI will be
directly liable to the holders of the Series 2004B Bonds.

Financial Strength and Financial Enhancement Ratings of XLCA. XL.CA's insurance financial
strength is rated “Aaa” by Moody’s and “AAA” by Standard & Poor’s and Fitch, Inc. (“Fitch™).
addition, XLCA has obtained a financial enhancement rating of “AAA” from Standard & Poor’s. These
ratings reflect Moody’s, Standard & Poor’s and Fitch's current assessment of XLCA's creditworthiness
and claims-paying ability as well as the reinsurance arrangement with XLFA described under
“Remsurance above. : »

The above ratings are not recommendations to buy, sell or hold securities, including the Series
2004B Bonds and are subject to revision or withdrawal at any time by Moody’s, Standard & Poor’s or
Fitch. Any downward revision or withdrawal of these ratings may have an adverse effect on the market
price of the Series 2004B Bonds. XLCA does not guaranty the market price of the Series 2004B Bonds
nor does it guaranty that the ratings on the Series 2004 B Bonds or the Series 2004 C Bonds will not be
revised or withdrawn. ‘

Capitalization of XLCA. Based on the audited statutory financial statements for XLCA -as of
December 31, 2002 filed with the State of New York Insurance Department, XLCA has total admitted.
assets of $180,993,189, total liabilities of $58,685,217 and total capital and surplus of $122,307,972
determined in accordance with statutory accounting practices prescribed or permitted by insurance
regulatory authorities (“SAP™). Based on the audited statutory financial statements for XLCA as of
December 31, 2003 filed with the State of New York Insurance Department, XLCA has total admitted
assets of $329,701,823, total liabilities of $121,635,535 and total capital and surplus of $208,066,288
determined in accordance with SAP.
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For further information concerning XLCA and XLFA, see the financial statements of XLCA and
XLFA, and the notes thereto, incorporated by reference in this Official Statement. The financial
statements of XLCA and XLFA are included as exhibits to the periodic reports filed with the Securities
and Exchange Commission (the “Commission”) by XL Capital Ltd and may be reviewed at the EDGAR
website maintained by the Commission. -All financial statements of XLCA and XLFA included in, or as
exhibits to, documents filed by XL Capital Ltd pursuant to Section 13(a), 13(c), 14 or 15(d) of the
Securities Exchange Act of 1934 on or prior to the date of this Official Statement, or after the date of this
Official Statement but prior to termination of the offering of the Series 2004B Bonds, shall be deemed
incorporated by reference in this Official Statement. Except for the financial statements of XLCA and
XLFA, no other information contained in XL Capital Ltd's reports filed with. the Commission is
incorporated by reference. Copies of the statutory.quarterly and annual statements filed with the State of
New York Insurance Department by XLCA are available upon request to the State of New York
Insurance Department. - .

Regulation of XLCA. XLCA is regulated by the Superintendent of Insurance of the State of New
York. In addition, XLCA is subject to regulation by the insurance laws and regulations of the other
jurisdictions in which it is licensed. As a financial guaranty insurance company licensed in the State of
New York, XLCA is subject to Article 69 of the New York Insurance Law, which, among other things,
limits the business of each insurer to financial guaranty insurance and related lines, prescribes minimum
standards of solvency, including minimum capital requirements, establishes contingency, loss and
unearned premium reserve requirements, requires the maintenance of minimum surplus to policyholders
and limits the aggregate amount of insurance which may be written and the maximum size of any single
risk exposure which may be assumed. XLCA is also required to file detailed annual financial statements
with the New York Insurance Department and similar supervisory agencies in each of the other
jurisdictions in which it is licensed.

The extent of state insurance regulation and supervision varies by jurisdiction, but New York and
most other jurisdictions have laws and regulations prescribing permitted investments and governing the
payment of dividends, transactions with affiliates, mergers, consolidations, acquisitions or sales of assets
and incurrence of liabilities for borrowings. ,

THE FINANCIAL GUARANTY INSURANCE POLICIES ISSUED BY XLCA,
INCLUDING THE XLCA POLICY, ARE NOT COVERED BY THE PROPERTY/CASUALTY
INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE NEW YORK
INSURANCE LAW.

The principal executive offices of XLCA are located at 1221 Avenue of the Americas, New York, '
New York 10020 and its telephone number at this address is (212) 478-3400.

TAX MATTERS

General

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, interest on the Series 2004
Bonds is exempt from State of California personal income taxes. Bond Counsel expresses no opinion
regarding any other federal or state tax consequences relating to the ownership or disposition of, or the
accrual or receipt of interest on, the Series 2004 Bonds. Interest on the Series 2004 Bonds is not excluded
from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of
1986. The proposed form of opinion of Bond Counsel is contained in Appendix D -- “Form of Bond
Counsel Approving Opinion” attached hereto.
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The following is a summary of certain of the United States federal income tax consequences of
the ownership of the Series 2004 Bonds as of the date hereof. Each prospective investor should consult
with its own tax advisor regarding the application of United States federal income tax laws, as well as any
state, local, foreign or other tax laws, to its particular situation.

This summary is based on the Code, as well as Treasury regulations and administrative and
judicial rulings and practice. Legislative, judicial and administrative changes may occur, possibly with
retroactive effect, that could alter or modify the continued validity of the statements and conclusions set
forth herein. This summary is intended as a general explanatory discussion of the consequences of
holding the Series 2004 Bonds generally and does not purport to furnish information in the level of detail
or with the investor’s specific tax circumstances that would be provided by an investor’s own tax advisor.
For example, it generally is addressed only to original purchasers of the Series 2004 Bonds that are “U.S.
holders” (as defined below), deals only with Series 2004 Bonds held as capital assets within the meaning
of Section 1221 of the Code and does not address tax consequences to holders that may be relevant to
investors subject to special rules, such as individuals, trusts, estates, tax-exempt investors, foreign
investors, cash method taxpayers, dealers in securities, currencies or commodities, banks, thrifts,
insurance companies, electing large partnerships, mutual funds, regulated investment companies, real
estate investment trusts, FASITs, S corporations, persons that hold Series 2004 Bonds as part of a
straddle, hedge, integrated or conversion transaction, and persons whose “functional currency” is not the
U.S. dollar. In addition, this summary does not address alternative minimum tax issues or the indirect
consequences to a holder of an equity interest in a holder of Series 2004 Bonds.

As used herein, a “U.S. holder” is a “U.S. person” that is a beneficial owner of a Series 2004
Bond. A “non-U.S. investor” is a holder (or beneficial owner) of a Series 2004 Bond that is not a U.S.
Person. For these purposes, a “U.S. person” is a citizen or resident of the United States, a corporation or
partnership created or organized in or under the laws of the United States or any political subdivision
thereof (except, in the case of a partnership, to the extent otherwise provided in Treasury regulations), an
estate the income of which is subject to United States federal income taxation regardless of its source or a
trust if (i) a United States court is able to exercise primary supervision over the trust’s administration and
(ii) one or more United States persons have the authority to control all of the trust’s substantial decisions.

Tax Status of the Series 2004 Bonds

The Series 2004 Bonds will be treated, for federal income tax purposes, as a debt instrument.
Accordingly, interest will be included in the income of the holder as it is paid (or, if the holder is an
accrual method taxpayer, as it is accrued) as interest.

Original Issue Discount

All or a portion of the Series 2004 Bonds may be issued with original issue discount (“OID”).
Accordingly, a holder of a Series 2004 Bond will be required to include OID in gross income as it accrues
under a constant yield method, based on the original yield to maturity of the Series 2004 Bond. Thus, the
holders of such Series 2004 Bonds will be required to include OID in income as it accrues, prior to the
receipt of cash attributable to such income. U.S. holders, however, would be entitled to claim a loss upon
maturity or other disposition of such notes with respect to interest amounts accrued and included in gross
income for which cash is not received. Such a loss generally would be a capital loss. A holder of a Series
2004 Bond that purchases a Series 2004 Bond for less than its adjusted issue price (generally its accreted
value) will have purchased such Series 2004 Bond with market discount. If such difference is not
considered to be de minimis, then such discount ultimately will constitute ordinary income (and not
capital gain). Further, absent an election to accrue market discount currently, upon a sale or exchange of
a Series 2004 Bond, a portion of any gain will be ordinary income to the extent it represents the amount
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of any such market discount that was accrued-through the date of sale. In addition, absent an election to
accrue market discount currently, the portion of any interest expense incurred or continued to carry a
market discount bond that does not exceed the accrued market discount for any taxable year will be
deferred. A holder of a Series 2004 Bond that has an allocated basis in the Series 2004 Bond that is
greater than its adjusted issue price (generally its accreted value), but that is less than or equal to its stated
redemption price at maturity, will be considered to have purchased the Series 2004 Bond with acquisition
premium. The amount of OID that such holder of a Series 2004 Bond must include in gross income with
respect to such Series 2004 Bonds will be reduced in proportion that such excess bears to the OID
remaining to be accrued as of the acquisition of the Series 2004 Bond. A holder of a Series 2004 Bond
‘may have a basis in its pro rata share of the Series 2004 Bonds that is greater than the stated redemption
price at maturity of such Series 2004 Bonds. Holders of Series 2004 Bonds should consult their own tax
advisors with respect to whether or not they should elect to amortize such premium, if any, with respect to
such Series 2004 Bonds under section 171 of the Code.

Sale and Exchange of Series 2004 Bonds

Upon a sale or exchange of a Series 2004 Bond, a holder generally will recognize gain or loss on
the Series 2004 Bonds equal to the difference between the amount realized on the sale and its adjusted tax
basis in such Series 2004 Bond.. Such gain or loss generally will be capital gain (although any gain
attributable to accrued market discount of the Series 2004 Bond not yet taken into income will be
ordinary). The adjusted basis of the holder in a Series 2004 Bond will (in general) equal its original
purchase price increased by any OID (other than OID reduced due to acquisition premium) and decreased
by any principal payments received on the Series 2004 Bond. In general, if the Series 2004 Bond is held
for longer than one year, any gain or loss would be long term capital gain or loss, and capital losses are
subject to certain limitations.

Defeasance

Defeasance of any Series 2004 Bond may result in a reissuance thereof, in which event a holder
will recognize taxable gain or loss equal to the difference between the amount realized from the sale,
exchange or retirement (less any accrued qualified stated interest which will be taxable as such) and the
holder’s adjusted tax basis in the Series 2004 Bond. -

Foreign Investors

Distributions on the Series 2004 Bonds to a non-U.S. holder that has no connection with the
United States other than holding its Series 2004 Bond generally will be made free of withholding tax, as
long as that the holder has complied with certain tax identification and certification requirements.

ERISA CONSIDERATIONS

Section 406 of the Employee Retirement Income Security Act of 1974, as amended (“ERISA”)
and Section 4975 of the Internal Revenue Code (the “Code”), prohibit employee benefit plans (“Plans”)-
subject to ERISA or the Code from engaging in certain transactions involving “plan assets” with persons
that are “parties in interest” under ERISA or “disqualified persons” under the Code with respect to the
Plan. ERISA also imposes certain duties on persons who are fiduciaries of Plans subject to ERISA and
prohibits certain transactions between a Plan and “parties in interest” with respect to such Plans. Under
ERISA, any person who exercises any authority or control respecting the management or disposition of
the assets of a Plan is considered to be a fiduciary of such Plan (subject to certain exceptions not relevant
here). A violation of these “prohibited transaction” rules may generate excise tax and other liabilities
under ERISA and the Code for fiduciaries and parties in interest.
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The Underwriters, as a result of their own activities or because of the activities of an affiliate,
may be considered “disqualified persons” within the meaning of ERISA or “parties in interest” within the
meaning of the Code, with respect to certain employee benefit plans. Prohibited transactions within the
meaning of Section 406 of ERISA and Section 4975 of the Code may arise if Series 2004 Bonds are
acquired by a Plan with respect to which the Underwriters, or any of their respective affiliates, are
“disqualified persons” or “parties in interest.” Certain exemptions from the prohibited transaction rules
could be applicable, however, depending in part upon the type of Plan fiduciary making the decision to
acquire a Bond and the circumstances under which such decision is made. Included among these
exemptions are those regarding securities purchased during the existence of an underwriting, investments
by insurance company separate accounts, investments by insurance company general accounts,
investments by bank collective investment funds, transactions effected by a “qualified professional asset
manager,” and transactions affected by an “in-house asset manager.” Even if the conditions specified in
one or more of these exemptions are met, the scope of the relief provided by these exemptions might or
might not cover all acts which might be construed as prohibited transactions. In order to ensure that no
prohibited transaction under ERISA and the Code will take place in connection with the acquisition of a
Bond by or on behalf of a Plan, each prospective purchaser of a Bond who is a Plan or is acquiring on
behalf of a Plan will be required to represent that either (i) no prohibited transactions under ERISA and
the Code will occur in connection with the acquisition of such Bond or (ii) the acquisition of such Bond is
subject to a statutory or administrative exemption.

Any Plan fiduciary which proposes to cause a Plan to purchase Series 2004 Bonds should consult
with its counsel with respect to the potential applicability of ERISA and the Code to such investments and
whether any exemption would be applicable and determine on its own whether all conditions have been
satisfied. Moreover, each Plan fiduciary should determine whether, under the general fiduciary standards
of investment prudence and diversification, an investment in the Series 2004 Bonds is appropriate for the
Plan, taking into account the overall investment policy of the Plan and the composition of the Plan’s
investment portfolio.

CERTAIN LEGAL MATTERS

Legal matters incident to the authorization, issuance, sale and delivery by the County of the
Series 2004 Bonds are subject to the approval of Orrick, Herrington & Sutcliffe LLP, Los Angeles,

California, Bond Counsel, and certain other conditions. Certain legal matters will be passed upon for the
Underwriters by their counsel, Hawkins Delafield & Wood LLP, Los Angeles, California and for the

County by the County Counsel.
FINANCIAL STATEMENTS

The general purpose financial statements of the County, pertinent sections of which are included
in Appendix B to this Official Statement, have been audited by KPMG LLP, independent certified public
accountants, as stated in their report appearing in Appendix B. KPMG LLP has not consented to the
inclusion of its report as Appendix B and has not undertaken to update its report or to take any action
intended or likely to elicit information concerning the accuracy, completeness or fairness of the
statements made in this Official Statement, and no opinion is expressed by KPMG LLP with respect to
any event subsequent to its report dated January 12, 2004.
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